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STANDING COMMITTEE ON ESTIMATES AND FINANCIAL OPERATIONS 

Twenty-first Report — “Report on the Inquiry into Public Sector Expenditure” — Tabling 

Hon Giz Watson presented the twenty-first report of the Standing Committee on Estimates and Financial 
Operations, “Report on the Inquiry into Public Sector Expenditure”, including a minority report by Hon Brian 
Ellis, and on her motion it was resolved — 

That the report do lie upon the table and be printed. 

[See paper 779.] 

Statement by Chairperson 

HON GIZ WATSON (North Metropolitan) [3.40 pm]: — by leave: The Standing Committee on Estimates 
and Financial Operations’ inquiry into public sector expenditure inquired into the three per cent efficiency 
dividend and related matters. The committee gained an understanding of the government’s efficiency dividend 
and how particular government agencies were implementing the dividend. The efficiency dividend, effective 
from 1 January 2009, applies to all appropriation-funded agencies with a full-year savings from the dividend in 
excess of $200 000. The report includes a table that the Treasurer provided, listing the 59 agencies implementing 
the efficiency dividend and the saving targets for each agency.  

The committee heard from the directors general and chief executive officers of 14 government agencies on what 
measures their agencies were taking to implement the efficiency dividend. The committee also gained an 
understanding about each agency’s budget position, their current full-time equivalent number and FTE cap 
imposed by the government and each agency’s cost-demand pressures. Each agency’s evidence is summarised in 
the report.  

A few agencies advised that they would not meet their efficiency dividend saving target for 2008-09. Most 
notably, the Director General of the Department of Health informed that it would achieve $31.3 million, or 
55 per cent, of their $59.9 million 2008-09 dividend target; and the Director General of the Department of 
Education and Training advised that it would achieve around $29 million, or 63 per cent, of its $45.6 million 
2008-09 target. Some agencies, including the Department of Health, stated that they would recover any 2008-09 
shortfall in the out years. The committee was not able to ascertain how other government agencies are 
implementing the efficiency dividend. The committee has recommended that the government consider excluding 
grants and fees for services in the efficiency dividend’s calculation based on agencies that receive grants and fees 
for service, such as the Department of Fisheries.  

The committee heard evidence from the Auditor General that there is an argument that the Office of the Auditor 
General should be exempt from the efficiency dividend because of the Auditor General’s independent status and 
Parliament’s legislated oversight of the OAG budget. The committee is concerned that the capacity of the OAG 
to provide an oversight of public sector funds is being compromised. The majority of the committee has 
recommended that the OAG be exempt from the efficiency dividend.  

The committee received a submission from the Library Board of Western Australia. The committee has 
recommended that the value of private donations, sponsorships and bequeaths be excluded from the Library 
Board of Western Australia’s calculation base when imposing the three per cent efficiency dividend. The 
committee also heard evidence from a number of stakeholders, including the Australian Medical Association, the 
Community and Public Sector Union and the Chamber of Commerce and Industry. The committee considered 
various aspects of the efficiency dividend, including the impact of an efficiency dividend on smaller agencies, 
and alternative methods for achieving a reduction in government expenditure. The committee’s report records 
stakeholder views on the efficiency dividend and how to achieve a reduction in expenditure, and the evidence 
received from the Labor Party on the efficiency dividend.  

The committee received limited evidence from the Treasurer and the Under Treasurer on aspects of the state’s 
financial position, and the impact of failing to fully implement the efficiency dividend. The report also attaches a 
minority report from Hon Brian Ellis, MLC. I commend the report to the house. 
 


