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INTERGOVERNMENTAL AGREEMENT ON THE REFORM OF COMMONWEALTH-STATE 
FINANCIAL RELATIONS, INQUIRY BY STANDING COMMITTEE 

Motion 
HON SIMON O’BRIEN (South Metropolitan) [2.11 pm]:  I move -  

That the Standing Committee on Uniform Legislation and General Purposes do inquire into and report 
on the Intergovernmental Agreement on the Reform of Commonwealth-State Financial Relations 
including - 

(a) the implementation of that agreement; 

(b) any reviews required by that agreement; 

(c) the possible impact of any matters proposed or arising under any review; and 

(d) any related issues the committee considers appropriate.   

When I gave notice of this motion on 5 May 2005 - my late mother’s birthday - it was entirely in order to refer to 
the Standing Committee on Uniform Legislation and General Purposes.  Of course, that committee has morphed 
into the Standing Committee on Uniform Legislation and Statutes Review.  It may be necessary in the course of 
this debate for me to seek to amend the motion to change the title of the standing committee.  Nonetheless, that 
does not significantly alter the position of the motion, particularly because the thrust of the motion relates not to 
general purposes or statutes review, but to uniform legislation.   

Schedule 1 of the standing orders provides the terms of reference for the Legislative Council’s standing 
committees.  The Standing Committee on Uniform Legislation and Statutes Review, established on 17 August 
this year, has a number of functions.  The functions of that committee are -  

(a) to consider and report on Bills referred under standing order SO 230A;  

(b) of its own motion or on a reference from a Minister, to consider or review the development and 
formulation of any proposal or agreement whose implementation would require the enactment 
of legislation made subject to SO 230A; 

(c) to examine the provisions of any instrument that the Commonwealth has acceded to, or 
proposes to accede to, that imposes an obligation on the Commonwealth to give effect to the 
provisions of the instrument as part of the municipal law of Australia;  

It has several others functions that need not concern us now.  In 1999, the commonwealth brokered an agreement 
with all the states.  That agreement gained form and substance in the form of a piece of commonwealth 
legislation called A New Tax System (Commonwealth-State Financial Arrangements) Act 1999.  That act was 
the vehicle to give legislative form to the agreement between the commonwealth and the states for what is 
colloquially known as the goods and services tax arrangements.  The agreement to which I refer is recorded in 
schedule 2 of that commonwealth act.  The signatories to the Intergovernmental Agreement on the Reform of 
Commonwealth-State Financial Relations are the commonwealth; the six states, including Western Australia; the 
Australian Capital Territory; and the Northern Territory.  The agreement records that -  

WHEREAS  
(1) the Special Premiers’ Conference on 13 November 1998 developed principles for the reform of 

Commonwealth-State financial relations;  
(2) the Commonwealth, States and Territories are in agreement that the current financial 

relationship between levels of government must be reformed to facilitate a stronger and more 
productive federal system for the new millennium;  

(3) while a majority of the States and Territories support the introduction of the Goods and 
Services Tax (GST), the agreement of New South Wales, Queensland and Tasmania to the 
reform of Commonwealth-State financial relations does not imply their in-principle 
endorsement of the GST; 

(4) an Agreement was reached between the Commonwealth and the States and Territories on the 
reform of Commonwealth-State financial relations on 9 April 1999;  

(5) this revised Agreement was made necessary by the changes to the Commonwealth 
Government’s A New Tax System (ANTS) package announced by the Prime Minister on 28 
May 1999; and 

(6) this revised Agreement supersedes the previous Agreement of 9 April 1999:  
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IT IS HEREBY AGREED: 

The text of the agreement follows on from that.  To refresh members’ memories, this was the final agreement 
hammered out in 1999 in pursuit of the federal government’s intention, in concert with the state and territory 
governments, to introduce the GST and the other arrangements that went with it.  The states had previously 
agreed to terms for the introduction of the GST reform package.  However, in the course of negotiating the 
legislation through the commonwealth Parliament, the federal government found it necessary to modify the 
arrangements to secure the passage of the legislation through the Senate.  That was duly done.  It was then 
necessary that it ask the states and territories for their concurrence.  I think it was expressed by more than one 
state government at the time - at least privately - that it was a pity that those factors were not negotiated with the 
states, because the states had been party to the agreement before changes were negotiated with Australian 
Democrat senators.  Nonetheless, changes had to be negotiated in the commonwealth Parliament or else the 
entire reform package, even in its slightly modified state, would not have proceeded.  Finally, schedule 2 of the 
act that I have identified, which includes the Intergovernmental Agreement on Reform of Commonwealth-State 
Financial Relations, came into being.  The government of Western Australia signed off on that agreement and 
has not withdrawn from that agreement.  Therefore, Western Australia’s involvement in the arrangements 
continue, because the government of Western Australia is a legal entity that endures indefinitely.  When I refer 
to the government, I am talking about that legal entity, not about an executive government of the day, because 
those sorts of governments come and go, but certainly the government of Western Australia was part of this 
agreement then and it is part of this agreement now.   

The commonwealth government legislation is interesting in that probably its nearest parallel with our own 
legislation is perhaps a state agreement act, whereby an agreement is arrived at and signed by the relevant 
parties.  That agreement then becomes an annexure or schedule to a bill that is passed through the Parliament for 
its ratification.  In very general terms, that is the nature of a state agreement act.  Typically, in those 
circumstances the act would reflect an agreement between the government of Western Australia and a company 
or consortium wanting to conduct certain very important business in Australia.  For example, numerous state 
agreement acts relate to the resources sector.  In this case, as I have already mentioned, the agreement was 
between the commonwealth government and the six states and two territories.  It was not necessary for the state 
government to legislate a form of mirror legislation in this case.  Different requirements were imposed upon the 
state of Western Australia as its part of the agreement between the commonwealth and the states.   

In very general terms, the commonwealth-state financial arrangements were that the commonwealth would 
legislate for a goods and services tax and that the entirety of the tax raised by the GST would be provided to the 
states as a growth form of revenue.  In turn, and in accordance with the agreement, the states variously undertook 
to rid their statutes of a range of relatively minor taxes and other imposts that are sometimes referred to in the 
public debate as nuisance taxes, although some of the taxes were more than a nuisance to those required to pay 
them.   

Hon Ljiljanna Ravlich:  Which ones?   

Hon SIMON O’BRIEN:  I will come to that in a moment, because there are a number of them.  I am talking 
about the legislation, in the first instance.   

In this case, although it was an intergovernmental agreement, the legislative reflection of that agreement was in 
the commonwealth act, to which I referred, and then in the subsequent legislation of state governments.   

For the purposes of this motion I am concerned with the activities in Western Australia rather than any other 
state or either of the territories.  The way that that legislation was implemented was typically through the budget 
bills.  Therefore, the taxes were not to be collected according to certain timetables, depending on the tax, over 
the several years after the commonwealth-state financial agreement was finally hammered out in 1999.   

As part of the agreement the states undertook to replace their revenues according to an agreed schedule.  

Hon Ljiljanna Ravlich:  I cannot understand why you want it looked at again in any event.  Why do you want 
to give more power to the commonwealth government anyway?   

Hon SIMON O’BRIEN:  The minister wants to ask some questions that may or may not be relevant.  Perhaps 
she can tell us what her views are in a moment, when she will have the chance to do so.   

The taxes subjected to reform are listed at appendix A of the agreement, which is the schedule to the 
commonwealth act.  Seeing as the minister is interested and wants to know, I can tell her what the taxes were.  I 
will summarise them quickly - this is taken from the schedule.  The taxes that were to cease to apply from 1 July 
2000 were wholesale sales tax - a commonwealth tax - and bed tax, which is an accommodation tax levied on the 
cost of temporary residential accommodation.  The state and territory taxes that were to cease to apply from 2001 
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were financial institutions duty and stamp duty on marketable securities.  On 1 July 2005, subject to a review by 
the Ministerial Council for Commonwealth-State Financial Relations, debits tax was to be abolished.  The debits 
tax is a tax levied on the value of withdrawals or debits from accounts with financial institutions with cheque 
borrowing facilities.  In other words, if a cheque account was attached to one’s bank account, the debits tax 
continued to apply until that date and if that was not the case, it did not apply.  Despite the fact it applied to 
accounts with a cheque facility, the debits duty was levied on other transactions, including credit card 
transactions.   

The next provision of the agreement was that by 2005 the ministerial council would review the need for retention 
of stamp duties on, firstly, non-residential conveyances; secondly, non-quotable marketable securities; thirdly, 
leases; fourthly, mortgages, bonds, debentures and other loan securities; fifthly, credit arrangements, instalment 
purchase arrangements and rental arrangements; and, sixthly, cheques, bills of exchange and promissory notes.  
Those were the taxes that were the subject of the agreement, and many of them were referred to as nuisance 
taxes.   

The next part of the agreement relates to the payment of GST revenues to the states and territories.  There is a 
fair bit of detail in the actual agreement that can guide the respective parties to the agreement, but I do not 
propose to go into any of that today.   

My motion seeks to establish a standing committee to inquire into the progress of the entire Intergovernmental 
Agreement on the Reform of Commonwealth-State Financial Relations.  One of the reasons for establishing 
standing committees is to allow the house the benefit of inquiring into matters of detail that are more 
appropriately canvassed away from the floor of the Parliament.  That frees the time of the Parliament.  
Committees can investigate and inquire into matters more fully because they can employ procedures that cannot 
be employed in this place.  That includes the capacity to invite submissions, seek advice from relevant witnesses 
and so on.  I am sure everyone will agree that our committee system is particularly valuable for making those 
sorts of inquiries.  

The motion calls for the Standing Committee on Uniform Legislation and Statutes Review to inquire into and 
report on this intergovernmental agreement to determine its impact on the state now and its impact since 1999, 
including how the agreement was implemented and whether any reviews were required.  A review was required 
to determine whether further taxes might be abolished from 1 July 2005.  The motion also seeks to have the 
committee inquire into the possible impacts of any matters proposed or any related issues.  It would be a useful 
exercise.  It would be interesting for an inquiry of this nature by the Standing Committee on Uniform Legislation 
and Statutes Review to review an intergovernmental agreement some years down the track to determine the 
impact of its implementation, what unexpected matters have arisen, what any review required by, say, the 
commonwealth legislation or anything else found and so on, and to communicate that information via one of our 
standing committees to this house for members’ education.  
We know that the GST agreement, as it is colloquially known, has had a remarkable impact on state-
commonwealth finances.  In the 2001-02 budget, for example - the Gallop government’s first budget - it was 
estimated that GST revenues in 2002 would be $2.641 billion, estimated to increase to $3.09 billion by 2005to 
people that it would otherwise not have expected to provide.  One of the problems with commonwealth-state 
financial relations is the vertical fiscal imbalance, whereby the commonwealth raises most of the revenue and the 
state delivers most of the services.  The states have comparatively narrow tax bases.  As a matter of long-
established practice dating back to World War II, states cannot raise income tax.  As a result of constitutional 
law, the states cannot raise excises, import duties or any of a swag of other revenue sources that have been 
available to the commonwealth from time to time.  Furthermore, under the terms of this agreement, an 
opportunity was taken by the states to abolish nuisance taxes.  Indeed, the states have abolished the taxes that 
they were supposed to abolish under the agreement between the states and the commonwealth.  That has had a 
revenue implication for the state, but that has been more than offset with the arrival of GST funding.  
Nonetheless, the state’s source of revenue has narrowed further.  However, the size of the GST revenue stream is 
truly massive and more than replaces any of the taxes that were abolished.  The capacity probably exists, 
therefore, to abolish some more state taxes.  
Members will recall that part of the terms of the intergovernmental agreement was that by 2005 the ministerial 
council would review the need to retain stamp duties on non-residential conveyancing, non-quotable marketable 
securities, leases, mortgages, other loans, bonds, debentures, securities, credit arrangements, instalment purchase 
arrangements, rental arrangements, cheques, bills of exchange and promissory notes.  Unlike the other taxes that 
were abolished according to the schedule at various dates - for example, financial institutions duty was abolished 
on 1 July 2001 - no date has been set by which those stamp duties should be abolished.  As reflected in the last-
minute changes to the intergovernmental agreement, the ministerial council was to have reviewed by 2005 the 
need to retain those stamp duties.  A question that arose at the material time and that has not been satisfactorily 
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resolved is: what does it mean to review by 2005 the need for those taxes?  The term is “will review the need for 
the retention of stamp duties” on that list that I mentioned. 

What does the agreement mean when it refers to the need to retain those stamp duties?  At face value one would 
think that it means that there is a need to retain those state-based stamp duties as revenue sources if the GST 
funding has proved to be inadequate to cover their removal.  Conversely, if the GST revenue stream has vastly 
outstripped what was anticipated, presumably there is the capacity to do away with those other nuisance stamp 
duties or, in the terms of the agreement, to decide that there is no need to retain them.  At a time of record 
revenues going to government, including those as a result of the GST agreement, we need to evaluate whether all 
these stamp duties have to be retained.  That will take a bit of research.  It is certainly more than can be debated 
conveniently on the floor of this house. 

Prior to or around July 2005 there was some political debate about this matter.  We can easily get a political 
debate going about matters of taxation in which an opposition will say, “You’re taxing too much and you should 
tax less” and the government will say, “No, we’re not; we’ve got it right and there are all these reasons that we 
can’t abolish these stamp duties.”  That is the hurly-burly that occurs in political debate in this state and, I am 
sure, elsewhere.  That detail needs to be examined by a committee that has the capacity to receive submissions 
from interested parties and sift through the various arguments to objectively quantify the amounts of revenue that 
we are talking about.  It needs to receive advice from Treasury on forward estimates and all the other things that 
go towards a review of a decision about whether to retain certain stamp duties. 

The Standing Committee on Uniform Legislation and Statutes Review is an appropriate committee to examine 
this matter.  It is a bipartisan committee that routinely examines the form of intergovernmental agreements, 
whether they be reflected in one form of legislation or another or are simply freestanding agreements that have 
some other form and impact.  It is possibly arguable that the standing committee has the capacity to inquire into 
this agreement on its own motion.  Examining the committee’s terms of reference, I have some doubt about 
whether it precisely does have that capacity.  One of the reasons I have moved this motion is to get a direction 
from the house that would remove the problem of that doubt by simply making such an inquiry a referral from 
the house.  In that way, when the committee goes about its inquiry and receives information from witnesses or 
other interested parties, it can do so knowing that it is on a secure legal footing.  I think it is best to do that rather 
than for the committee to embark on an own-motion inquiry that could possibly have that unfortunate lack of 
authority.  It may not immediately be apparent, but it is certainly best to avoid such circumstances in advance if 
possible. 

With that in mind, I commend the motion to the house.  I hope the house agrees to this motion.  I think it would 
be an interesting exercise.  I hope the government will also agree to it.  The issues of substance at the root of the 
motion are of interest generally but, more importantly, they invite all concerned, whether they be in government 
or other interested parties in the community, to consider the future of a range of revenue streams that are used by 
our successive state governments.  It is now a sufficiently long time down the track from this agreement for it to 
be an appropriate time to review it.  The inquiry itself could run for some time, and for that reason I have not 
provided a reporting date for this inquiry.  I would like a referral from the house to do this.  I think it would yield 
some useful results, and I commend the motion to the house. 

HON NORMAN MOORE (Mining and Pastoral - Leader of the Opposition) [2.47 pm]:  I support the 
motion moved by Hon Simon O’Brien but I will not be quite as specific as he has been on the commonwealth-
state financial relations issue.  Under paragraph (d), the inquiry would look at any related issues that the 
committee considers appropriate.  The time has come for us to look seriously at the state of the Federation of 
Australia.  The modern Australian nation was created as a federation of states.  The original commonwealth 
Constitution provided certain powers to the commonwealth and the residual powers to the states. Increasingly, as 
we all know - I will not go into any great detail over this - since 1901 the powers of the commonwealth have 
increased dramatically at the expense of those of the states.  As I have said on a number of occasions, 
regrettably, we have now reached a stage in our political history at which a political party of my persuasion, 
which professes to be a federalist party, is behaving in an extraordinarily centralist way.  I have said that on a 
number of occasions.  I am very anxious for there to be a serious debate about this matter because it is 
imperative that Australia as a nation assesses where it is now and where it wants to go to from here on. 

I did an interview on Stateline a month or so ago.  The reporter asked what I was going to do about it.  I was 
complaining about the commonwealth’s intrusions into the state’s areas of responsibility.  My answer was that 
the only solution that I can see is for one of the two major parties to become a federalist party, recognise that 
Australia has a federal system of government and go back to those fundamental grassroots of ensuring that the 
commonwealth has its areas of responsibility and the states have theirs and that one does not seek to intrude on 
the other.  I was then asked, “If that doesn’t work, what do you do next?”  That is when I started to talk about 
secession.  The reason I raised that was to at least try to say to people that some of us are seriously concerned 
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about the state of affairs in Australia, and unless somebody does something about it, extreme measures will be 
the only solution. 

Hon Simon O’Brien has created an opportunity for members in this house of Parliament to give serious thought 
to this whole question.  Fundamental to any relationship between the commonwealth and the states is the 
financial relationship between the two.  Money is the most important element in politics, and if people have it, 
they have political power; if they do not have it, they have no political power. 

Hon Ljiljanna Ravlich:  The feds certainly use it. 

Hon NORMAN MOORE:  I hope that the minister will understand that this is not a Liberal versus Labor 
argument, because it is not.  What the current Howard government is doing was done by governments of both 
persuasions in Australia for a very long time.  Indeed, the minister’s party is unashamedly a centralist party. 

Hon Ljiljanna Ravlich:  I have to say to you, in all fairness, that it never intruded to the extent that this federal 
government has intruded into commonwealth-state areas of responsibility.  Even you would have to agree with 
that. 

Hon NORMAN MOORE:  I do not.  It is easy for the minister, who probably was not born when Gough 
Whitlam was the Prime Minister, to not know about that aspect of Labor Party history.  Her relative youth is 
such that that is probably the reason she does not know about that.  I have made the point that the Howard 
government is the most centralist federal government since the Whitlam government.  I suspect that the Whitlam 
government was far more centralist than the Howard government by a long way.  I suggest to the minister that 
she do a bit of reading about the period between 1972 and 1975, because that was an extraordinary period in the 
history of this country. 

Hon Simon O’Brien:  She is still going through Latham’s diaries.  She’ll get on to it later. 

Hon NORMAN MOORE:  I recommend that she do that too while she is checking the facts about the Whitlam 
government, because the Latham book is an extraordinary commentary on modern-day politics, regardless of 
which side of the political spectrum a person sits on.  I suspect that people in other parties would complain that a 
lot of what Latham complains about in the Labor Party is happening in their political parties as well.  However, 
we will put that to one side in this debate.  I am trying to argue - regrettably, the minister seems to be unable to 
acknowledge this - that there are times when, and issues on which, both sides of politics in Western Australia 
could find themselves on the same side.  The minister seems to have a fundamental problem; that is, when an 
issue arises, we are on one side and she is on the other side just as a matter of course.  I put to the minister today 
that I have publicly said that what she is saying on a number of matters is perfectly right, and I agree with her 
absolutely. 

Hon Ljiljanna Ravlich:  Do you know what I have just written on the top of my piece of paper?  I have put that 
I really like the contribution of Hon Norman Moore, and that was going to be my opening remark. 

Hon NORMAN MOORE:  Good.  I hope I can change the minister’s mind about that before I finish because I 
would hate to ruin my reputation! 

The point that it is very important to make - I hope when the minister responds she will take it in the spirit in 
which it is offered - is that this is an opportunity for this chamber, through one of its committees - I believe this 
chamber is the appropriate place for this debate to take place - to have a good, hard look, first of all, at the 
financial relationships between the commonwealth and the states, and particularly the agreement to which the 
motion refers, because that is a pretty fundamental document in the current financial relationships between the 
commonwealth and the states.  I hope that we will be able to get agreement on both sides on this matter so that 
we can, on behalf of the state of Western Australia - not on behalf of the Labor Party, the Liberal Party, the 
government or the opposition, but on behalf of the state of Western Australia - look at how this agreement has 
been implemented, what reviews are required by the agreement, the possible impact of any matters proposed by 
or arising from any review, and, importantly, as set out in paragraph (d) of the motion, any related issues that the 
committee considers appropriate.  I hope that there will be agreement in the chamber that if we set up this 
inquiry, it will extend a little beyond the strict parameters of the commonwealth-state financial relations 
intergovernmental agreement and look at some of the other issues that we have been talking about over time.  I 
refer, for example, to the industrial relations legislation, which proposes to take away the state industrial 
relations systems.  I oppose that for reasons that are different from those of members opposite.  However, at the 
end of the day, I believe we should have a state regime, albeit that I support the intention of the content of the 
federal legislation. 

There are also the issues raised by the Minister for Education and Training, quite rightly, about commonwealth 
funding of education and training and some of the quite ludicrous strings attached to that.  It is not the business 
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of the federal Minister for Education, Science and Training to tell schools to have flagpoles in their front yards.  
In my humble opinion, it is nothing to do with him.  In fact, primary and secondary education, in my opinion, is 
nothing to do with the commonwealth at all.  If I had my druthers, the commonwealth would not have anything 
to do with tertiary education either.  However, for various reasons, the commonwealth has intruded into 
education in a number of ways.  The same applies to the Australian National Training Authority agreement that 
was entered into by my predecessor as Minister for Training, which gives the commonwealth a significant role in 
training and with TAFE colleges.  The notion of the commonwealth setting up its own TAFE colleges, in 
competition with those of the state, is just nonsense, in my opinion. 

I remind the Minister for Education and Training in this chamber that the position she is adopting these days on 
these matters is quite different from the position adopted by the people whom I succeeded as state Minister for 
Education and Training.  The then Minister for Education, Employment and Training, Hon Kay Hallahan, was 
part of the then Australian Education Council  - that was the education ministers’ council - which worked 
actively on the development of a national curriculum for Australia.  The leading light for that national 
curriculum was the then federal Minister for Education, who happens to be the current Leader of the Opposition 
in Canberra, Kim Beazley.  I was amused, if not a little surprised, to hear the current state Minister for Education 
and Training say the other day that she was not supportive of a national curriculum.  I wonder why, bearing in 
mind that all her colleagues in the past, including the federal Leader of the Opposition, Mr Beazley, had that as 
one of their ultimate goals when they were in power.  From the point of view of the Western Australian 
government, maybe it is okay to have a national curriculum if a federal Labor government is in power, but it is 
not okay if a federal Liberal government is in power.  I do not think it is okay for a federal government of either 
persuasion to have control of a national curriculum.  I am opposed to it in principle.  If the Labor Party has 
changed its view on that matter, so much the better. 

I should also inform the house that the decision for Western Australia to become part of the ANTA agreement on 
training was made when the Lawrence government was in office and when Mr Beazley was the Minister for 
Education at the federal level.  That agreement certainly sets in concrete the commonwealth’s role regarding 
TAFE colleges and the funding of training in Australia.  Maybe at that time something needed to be done, but 
setting up that national training authority was not the way to go, in my view.  However, I could not get out of it, 
because it was set up and in place.  Otherwise, we would have had to forgo, as the minister is finding out, a vast 
amount of money because the deals had been done.  They were all done by Labor ministers at the state and 
federal level, through the ministerial council. 

Hon Ljiljanna Ravlich:  The deal on the intergovernmental agreement was not done by Labor; it was done by 
you.  

Hon NORMAN MOORE:  I am just talking about education at the moment and why I think we need to look at 
it in some more detail, particularly how the financials are being used to drive other changes in education, which 
is a serious concern to me.  Many other issues have been raised in recent times by federal ministers about federal 
control and intervention.  The federal government is intruding in a way that it should not into the state’s 
responsibilities for roads, ports, hospitals and environmental issues.  I add, however, that I can understand why 
the federal government might want to be involved because of the way in which some of these issues are being 
handled at the state level.  However, I am afraid, in that situation, that the end does not justify the means. 

Australia now has a federal government of one political persuasion and all the states and territories have 
governments of the other political persuasion.  Where we are going with the future of the Federation is a crunch 
time in our history.  More than anything else, what concerns me is that if both sides of the political spectrum in 
the states do not argue the case on behalf of the states, we will be steamrolled by commonwealth governments of 
both persuasions.  I never hear Mr Beazley opposing a national industrial relations system; in fact, he would be 
quite happy to have one, as he foresees the day when he will be able to ensure a Labor Party industrial relations 
system right across Australia.  I do not hear the federal Labor Party complaining about the commonwealth 
getting involved in education.  I do not hear it complaining about the commonwealth getting involved in training.  
I do not hear it complaining about anything that the commonwealth is doing as a matter of principle in terms of 
the Federation and the rights and responsibilities of the states versus the commonwealth.  I do not hear the 
federal Labor Party arguing that.  Indeed, as I read through Mark Latham’s book, his biggest complaint about the 
Labor Party itself was that it was run by the state organisations and that there needs to be far greater control of 
the party itself at the federal level.  I found that quite interesting, considering the fundamental policies of the 
Labor Party that have been expressed and implemented over the years. 

Hon Simon O’Brien’s motion is one that deserves support from both sides of the house.  I hope that the 
government will agree to it.  It is a way for us as a Parliament to demonstrate that we can put aside our party 
political concerns and deal with an issue that is, in fact, a state versus commonwealth issue, not a party political 
issue at all, although ultimately there will obviously be party political arguments.  In the meantime, let us sit 
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down and examine the Intergovernmental Agreement on the Reform of Commonwealth-State Financial 
Relations arrangements.  I will not go into the goods and services tax and all the issues surrounding that, as that 
has already been referred to by Hon Simon O’Brien.  However, at the end of the day I recall that some 
fundamental commitments were made, whether or not they are contained in legislation.  There is no doubt in my 
mind that the government of Western Australia is fudging a bit on the basics of the agreement reached when the 
GST was introduced and that there is an element of double dipping, in my view, at the state level.  However, that 
is something for a committee of both sides to look at, and I hope it will do that.  I hope that we will be able to set 
up the committee and conduct that inquiry.  The Standing Committee on Uniform Legislation and Statutes 
Review is clearly the vehicle to do this, as it is a committee that was set up to examine uniform issues.  It was 
given that job and does a very good job of looking at uniform legislative packages that we get from time to time.  
I add that, from time to time, we seem to be getting more and more of these uniform packages, which is another 
concern.  This committee, which is now very actively involved in the consideration of issues about Federation, is 
the appropriate committee to investigate these matters.  I therefore commend Hon Simon O’Brien on his motion.  
I hope that it will receive bipartisan support and that a committee of this house can get to work on what is, in my 
view, the most serious political issue facing Australia at the present time. 

HON PETER COLLIER (North Metropolitan) [3.04 pm]:  I did not intend to speak on this motion, but I 
listened to the comments of Hon Simon O’Brien and Hon Norman Moore and I want to make a contribution to 
the debate.  I very much support the motion.  Some real issues need to be addressed.  Like Hon Norman Moore, I 
would like to think that the motion has bipartisan support.  I have stated in this place on more than one occasion 
that I am a strong federalist, and that is the reason I support this motion.  We need to address the notion of 
finances in our federal system of government, which has brought about the demise of the federal structure of this 
nation.  Whoever has control of the purse strings basically has control of policy, and that, unfortunately, is what 
has happened.  There has been a shift from a system in which the states created the commonwealth with each 
state having its own powers and privileges.  As I said before, the states created the commonwealth, the 
commonwealth did not create the states.  We formed a united nation in 1901 and part of that union was the 
establishment of our Constitution.  As I mentioned in a speech I gave last week in this place, the founding fathers 
in their wisdom created a written Constitution.  The only aspect they got wrong with our Constitution was not 
giving sufficient weight under section 51 to the specific powers of respective governments.  That is where we 
have come unstuck.  Essentially, with Federation, the states said that the federal government ideally would look 
after issues that were principally of a federal nature - a national nature - and the states would look after the 
welfare, dare I say, of the people and have control of finances per se, income taxing powers etc.  The 
commonwealth was basically there to look after such issues as defence, in particular, the currency and things of a 
national nature.  Of course, that all shifted and changed.   

I agree with Hon Norman Moore that we cannot rewrite history on this issue.  Comments have been made that 
the current commonwealth government has been responsible for a significant decline in state powers.  That is not 
true.  I can assure Hon Norman Moore that I am old enough to recall 1975 and I did go through and was part of 
the Whitlam era.  As a 16-year-old, I handed out my first how-to-vote card against that Labor government at 
Kalgoorlie Town Hall for Mick Cotter.  I was quite incensed with that government, and I guess I was born a 
political animal.  It is from that time that we really did see the demise of the states.  I respect the Labor Party for 
having the ideological bent of having a national party and a national policy.  What happened was that Gough 
Whitlam came in with this massive ideological bent and wanted to make all these shifts and changes to the social 
fabric of our nation.  The only problem was that at the time Gough Whitlam was faced with the very real 
prospect of formidable foes, such as Sir Joh Bjelke-Petersen and Sir Charles Court, who were a bit of a spoke in 
the wheel for him.  Therefore, Gough Whitlam significantly increased the financial capacity of the 
commonwealth and intervened in areas that were traditionally state-based jurisdictions.  He did that under 
section 96 of the Australian Constitution using specific purpose grants.  He essentially bypassed the states and 
used almost financial blackmail to move into areas that were not under commonwealth jurisdiction.  That is the 
second time that such intervention occurred.  Of course, the first time and the most profound indication of 
commonwealth power intruding into the states was back in 1942 with the uniform Income Tax Act.  That act, 
again, was introduced by a Labor government.  I do not deny the argument that was put forward in those days in 
1942.  The government said that it needed currency to fund the war, and the government basically had a 
reasonable degree of support.  Unfortunately, it forgot to give back those powers to the states, despite two High 
Court challenges from South Australia and Queensland in 1942 and 1957 respectively.  As a consequence of 
that, the states have basically lost their prime source of income.  That is why we must support this motion, as we 
must address this issue.   

The income-taxing powers went to the commonwealth.  People tend to forget that they were under state 
jurisdiction.  What happened then, of course, was that the coffers of state governments dried up, so respective 
commonwealth governments intervened further and further into state jurisdictions.  It pains me to see 
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commonwealth governments intervening in these areas, particularly the area of education.  Education is one of 
those vague areas within the Constitution that fall under concurrent powers, which means that they are shared.  
Under section 109 of the Constitution, if there is any conflict, the commonwealth predominates.  That makes for 
a very real problem for the states.  It has meant the erosion of what states stand for.  The state governments are 
closest to the people.  They have had their blood source taken from them by respective commonwealth 
governments.  However, to suggest that the Howard government has been solely responsible is folly and absolute 
nonsense.  The process started under a Labor government and it accelerated under Gough Whitlam’s government 
of 1972 to 1975.   

I cannot take a bow on behalf of the federal Liberal Party since 1996, because I am not at all impressed with the 
intervention of the federal government and the fact that its tentacles have reached into areas that are traditionally 
state based.  We need to put some clarity into the argument that we have heard today.  The fact is that successive 
federal governments and not just the current coalition government have done this.  We must also not forget that 
the intervention of the Hawke and Keating governments into areas of state jurisdiction went through another 
sphere - a number of international treaties.  Those governments signed international treaties that bound the states 
in areas that would traditionally have come under state jurisdiction.  This commenced in 1983 with the Franklin 
Dam issue and continued in earnest during the ensuing 13 years.  The Hawke and Keating governments signed 
literally hundreds and hundreds of international treaties.  This once again extended the tentacles of the federal 
government into the roles of the states.  

We desperately need to address this area.  State governments across this nation need to address this area and 
stem the tide of federal intervention.  I loathe the intervention of the federal government into areas that are 
traditionally state based.  Like Hon Norman Moore, I disapprove of any national-based policy that intrudes into 
state-based jurisdiction.  That is why I support this motion.  I like to think that we will have bipartisan support.  
We are all representatives of the people at state government level.  For that very reason we need to support the 
motion. 

HON RAY HALLIGAN (North Metropolitan) [3.13 pm]:  I also support the motion for the reasons that other 
speakers have mentioned.  We are here to represent the people of Western Australia.  Canberra represents 
Australia and provides resources to each individual state to do what it believes it does best.  I, like other 
speakers, also share concerns about the current Liberal government in Canberra and the directions in which some 
of its decisions are likely to take this state.   
We are talking about younger people in this chamber and some of us who are not so young.  I can also go back to 
the Whitlam era.  I met Mr Whitlam in Papua New Guinea in 1972 when he was there as Leader of the 
Opposition espousing the virtues of independence to a country that was still developing.  Now, 30 years later, 
some might describe as a basket case the situation that he has created.  He did the wrong thing in 1972 prior to 
becoming Prime Minister, and he did the wrong thing afterwards.  I believe that I have been particularly 
fortunate in this life in more ways than one, but one in particular that I will relate to the house is the fact that I 
was in Canberra on 11 November 1975.  On that day I applauded what the Governor General did.  He believed 
that there were problems in the Whitlam government.  He suggested that the people should decide, which was 
the right and proper thing to do.  The people decided in December what to do with Mr Whitlam. 
Others have talked about centralism and federalism.  There is no doubt in my mind that the Hawke and Keating 
governments certainly went down the path of centralism.  I can recall being a public servant here and being 
advised about Western Australia’s education department and other government agencies and how Western 
Australia was dissected, with areas around Eucla being answerable to Adelaide and areas around Kununurra 
being answerable to Darwin.  One could forget about state borders because new borders were being defined in 
Canberra.  We should all find that abhorrent.  We are here to look after Western Australians.  If we do not work 
together, that is not likely to take place.   
Another area that concerns me greatly, which Hon Peter Collier has already mentioned, is the treaties that were 
decided by executive government, not by Parliament, which accepted them on behalf of the people of Western 
Australia.  Even the opposition in Canberra had no say in the matter.  States certainly had no say at all.  I will 
give John Howard his due; at least he has gone down a completely different path with treaties.  States at least 
now have some say, albeit with little time to respond to what is likely to be imposed, in our case, on the people 
of Western Australia.  Previously we were not in a position to respond.  All we could do was to express our 
concerns after the event and after the treaties were in place.  That was after the Hawke and Keating governments 
decided what was in the best interests of the people of this country without giving us the opportunity to respond.   

The national competition policy was brought in and, I admit, was agreed to by the then Premiers of the states, 
including a Premier on our side of politics.  I believe that policy needs to be revisited.  It is not in the best 
interests of this state.  Again, we are not able to do exactly what we would like to do for our people.  We are 
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being told what to do by not only Canberra but also people who are not even elected.  They are making these 
decisions on our behalf.  I totally disagree with it.  I would like to see bipartisan support for going down that path 
with national competition policy.  I believe, and I hope, that some of that national competition policy could be 
caught by the scope of this motion.  At least the national competition policy could be mentioned, even if it could 
not be looked into at the time.  Many issues associated with the state’s financial relations with the 
commonwealth need to be looked at in detail.  For the betterment of the people of Western Australia, it could be 
best done in a bipartisan way.  Here is an opportunity for utilising one of our standing committees to at least do 
some of the groundwork.  The standing committee may not provide the end result, but at least it can undertake 
the groundwork and provide others with an opportunity to go even further to ensure that the commonwealth 
government is aware of the concerns of the elected representatives of the state of Western Australia.  Rather than 
talking generally about our concerns, we must pinpoint them and reinforce the fact that we believe, as others 
have rightly stated, that we were here first.  The states created the commonwealth, not the other way around.  It 
would be most unfortunate if we continually rolled over and allowed the commonwealth to impose its will on 
Western Australia or any other state.  It requires the power of one state to stand up to the commonwealth.  I 
wonder whether the Western Australian government is likely to be the one state that is prepared, in concert with 
members on this side of the chamber, to show Canberra exactly what we think and where we believe we should 
be going, rather than continually rolling over and giving in to what Canberra wants.  In that context, I am 
concerned about the fact that the government has been prepared to hand over the responsibility of some of our 
legislation to Canberra.  It has not accepted the responsibility it was given by the people of Western Australia 
when they elected the Labor Party to government to make decisions on their behalf.  The government wants to 
abrogate that responsibility and hand it over to Canberra because it has fallen into the too-hard basket.  That is 
most unfortunate.  The government has a responsibility.  There are areas on which the opposition would like to 
reach agreement with the government.  In this particular instance, I hope that the government will agree with the 
opposition.  The most important aspect associated with Hon Simon O’Brien’s motion is the betterment of the 
people of Western Australia.  By starting down this path, we are providing the people of Western Australia with 
that opportunity.  If members on the government’s side of the chamber vote against the motion, I will be left 
wondering what those members stand for.  This is a bipartisan motion; it is something we can work on together.  
Indeed, it is us against Canberra.  It is not one Western Australian political party against another.  I sincerely 
hope that members on the other side of the chamber are prepared to support the motion before the house.   

HON LJILJANNA RAVLICH (East Metropolitan - Minister for Education and Training) [3.24 pm]:  I 
thank members for their contributions to this debate.  By way of providing the background on this issue, I remind 
members that the Intergovernmental Agreement on the Reform of Commonwealth-State Financial Relations was 
signed in 1999 by the then Premier, Richard Court, on behalf of Western Australia.  As part of that agreement, 
Western Australia was to receive a share of the goods and services tax revenue in return for abolishing three state 
taxes and reviewing a further six taxes.  The Prime Minister, Premiers and Chief Ministers signed the agreement 
as a part of the goods and services tax package on behalf of their governments.  It is fair to say that they signed 
that agreement in goodwill and with the best intent.  From Western Australia’s point of view, we argue very 
strongly as the government that Western Australia has met the requirements of the intergovernmental agreement.  
In fact, since 1999 Western Australia has abolished three taxes; namely, the financial institutions duty, the listed 
marketable securities duty and the debits tax.  In addition, we have reviewed another six taxes, of which we have 
abolished three.  Those three taxes were the unlisted marketable securities duty, the lease duty and the cheque 
duty.  Over and above that, we have also abolished two taxes that were not listed in the agreement; namely, 
stamp duty on workers’ compensation insurance and stamp duty on life insurance.  We were required under the 
intergovernmental agreement to abolish three taxes, but in total we have abolished eight taxes.   

The government’s view is that Western Australia has honoured its agreement.  Indeed, not only has Western 
Australia honoured its side of the deal, but also we could validly argue that we have exceeded our part of the 
agreement.  However, that does not stop federal Treasurer Peter Costello from threatening to take action against 
Western Australia.  He has not specified in his threat what action he may take.  However, given the way the 
commonwealth tends to go about its business these days, it is basically do as it says, otherwise it will withdraw 
funding in one form or another.  That is a heavy-handed approach.  Nevertheless, it is a fairly successful 
approach, because the simple fact is that the commonwealth recognises that the states need to get on with the 
business of providing education and training, health services and roads.  That business must be done, and taking 
hundreds of millions of dollars out of the Western Australian system simply means that we will not be able to 
deliver for the good people of Western Australia.  Invariably, the commonwealth has us over a barrel.  

Hon Simon O’Brien:  That hasn’t happened though, has it?   

Hon LJILJANNA RAVLICH:  In the two quadrennial funding agreements I have had with the commonwealth, 
the terms of those agreements were set before we walked into negotiations -  
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Hon Simon O’Brien:  That’s got nothing to do with the taxes.   

Hon LJILJANNA RAVLICH:  I am making a general comment about the way the commonwealth conducts its 
business.  After the commonwealth and the states consider the detail of an agreement, the commonwealth 
outlines what it expects from that state.  Quite frankly, if, for example, Western Australia does not sign up to a 
particular agreement, the commonwealth may decide to punish it by withdrawing $100 million from the 
education system and $500 million over four years from training.  That is an example; however, I cannot afford 
to allow the commonwealth to remove $1.5 billion over four years from the education and training system.  That 
is the pressure I am under as the Minister for Education and Training.  I can tell members that the same thing 
happens in health, law and order, transport etc.  The commonwealth government can be heavy-handed with the 
states.   

With regard to whether we have met our obligations, an inquiry was conducted by the Public Accounts 
Committee.  It examined and reported on the terms of the Intergovernmental Agreement on the Reform of 
Commonwealth-State Financial Relations and the payment of goods and services tax revenue by the 
commonwealth to the state of Western Australia.  It also investigated whether the state of Western Australia had 
honoured the written terms of that agreement.  From my reading of the committee report, I am not sure whether 
it delved too much into other matters.  However, with regard to clauses 1 and 2 of the committee’s terms of 
reference, the first key finding reads -  

The Committee finds that Western Australia is not in breach of the Intergovernmental Agreement on the 
Reform of Commonwealth-State Financial Relations, signed in June 1999.   

The committee’s report further reads -  

To assist the Committee in its deliberations, the Committee sought the independent opinion of Mr. 
Malcolm McCusker QC and heard evidence from Professor Greg Craven, Executive Director of the 
John Curtin Institute of Public Policy, Curtin University of Technology. 

I am sure that all members will agree that they are credible witnesses.   

Rather than acquiesce to the federal Treasurer’s schedule of abolishing the remaining three Western Australian 
stamp duties that were listed for review, we want to hear what the Western Australian community prefers.  That 
is why the Treasurer has established a state tax review, which is widely consulting with the community on its 
preferences for tax reform.  I am advised that the public submissions closed on 30 September.  A reference group 
set up to assist in that process was chaired by Mr Jonathan Ilbery from Jackson McDonald and comprised 
representatives from a wide range of community and business groups.  It will provide the Treasurer with an 
independent source of advice on these matters.  The key objective of the review is to enhance the 
competitiveness of Western Australia’s tax system, and includes the identification of the scope and priorities of 
the substantial tax relief provided by the government since the 2004 budget.   

There is no doubt that since 2002-03, the states have felt that they were short-changed when the federal 
government unilaterally changed the agreed formula for calculating the grants by removing the indexation 
component of the fuel revenue replacement payments.  In addition, the intergovernmental agreement provided 
for only three years of compensation for the impact of the goods and services tax on the state’s public housing 
cost.   

Some people would argue that this is the best thing since sliced bread.  We argue that what we need is probably 
more consultation on a range of issues.  We argue that perhaps the states should sit around the table with the 
commonwealth and have a good, open and honest dialogue to make sure that we end up with a system that is fair 
and meets the requirements of the commonwealth, but not at the expense of the states.   

Peter Costello’s veiled threats to Western Australia because of the commitment governments around Australia 
made to review the need to retain various taxes by 2005 as part of the introduction of the GST does not help.  
No-one responds to veiled threats.  He certainly would not respond to veiled threats.  Why should Western 
Australian ministers and Western Australia as a state respond to those veiled threats?   

Hon Norman Moore:  Do you have the view that we should get rid of the GST?   

Hon LJILJANNA RAVLICH:  I have changed my mind.   

Hon Norman Moore:  I always thought you would.   

Hon LJILJANNA RAVLICH:  Hon Norman Moore has probably changed his mind on some things, and I have 
also.  Provided the GST is maintained at 10 per cent - there was always a concern that it would increase and 
could be used as a fairly blunt but effective -  

Hon Norman Moore:  You were opposed to it, full stop.   
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Hon LJILJANNA RAVLICH:  That is fine.  I have said that I changed my mind.  What does Hon Norman 
Moore want me to do - chop my right hand off?  I had a view and now I have changed it - end of story. 

It was always a concern that it could be used as a fairly blunt instrument and as a means of generating quick 
sums of revenue for governments.  I am happy that the GST has not been increased since it was introduced; 
however, that is not to suggest it may not be in the longer term.   

Hon Peter Collier:  It cannot be without the agreement of the states.   

Hon LJILJANNA RAVLICH:  That is right. 

The real issues in commonwealth-state financial arrangements are quite different for Western Australian than for 
other states.  We are concerned about issues such as the fiscal benefits that accrue to the commonwealth 
government from the economic development in Western Australia.  We want to look at both sides of the ledger.  
We do not want to look at what we cost the government; we want a fair-dinkum review of the fiscal benefit that 
flows to the commonwealth government from the very effective economic decisions that are made in this state.  
The commonwealth receives an enormous flow of funds from Western Australia because of the high level of 
economic activity in this state.  Primarily it is driven by the boom that has been brought about by the amazing 
growth in the resources sector.  This has led to additional income tax, company tax, offshore resources, royalties 
and petroleum rent tax and, no doubt, the commonwealth government benefits considerably from that.   
We also want to look at the excessively large fiscal subsidy from Western Australia to the commonwealth and 
work out how it may be ameliorated.  Also, in light of the national benefits derived from economic development 
in this state, which really depends on infrastructure, we want to look at the extent to which the commonwealth 
does and should directly invest in infrastructure in WA.  In real terms there has been a decline over the term of 
this federal government in investment in infrastructure in this state.  If members accept that WA is the economic 
powerhouse and contributes about 30 per cent to the total revenues of the gross domestic product, which is 
considerable, clearly there is a very strong argument that the commonwealth should give us a proportionately 
greater share of revenues to make sure that we can provide the infrastructure in this vast state to underpin that 
level of economic activity.  Unfortunately, that has not happened.   

Just as Canberra receives funds from WA, WA receives funds from Canberra.  The real question is: what is the 
balance and who is better off after the equation has been worked out?   

I am told that the Department of Treasury and Finance has done an enormous amount of research into this issue 
over the years.  It had gone beyond looking at just the distribution of GST funds according to the 
Commonwealth Grants Commission formula, because it tells only part of the story, not the whole story.  If we 
are to get a more accurate picture, it is necessary to look at all the funds flowing to and from governments and 
individuals between WA and the rest of Australia.   

It is interesting that the Department of Treasury and Finance found that Western Australia contributes about 
$3 billion more each year than it gets back in commonwealth government funding.   

Hon Norman Moore:  Is that $3 billion per annum?   

Hon LJILJANNA RAVLICH:  Yes, $3 billion each year; that is, per annum.   

Hon Norman Moore:  It used to be $700 million.   

Hon LJILJANNA RAVLICH:  A couple of zeros must have been missed.  I will get it clarified.   

Hon Norman Moore:  If it is that much, I would like to know how the detail is worked out.   

Hon LJILJANNA RAVLICH:  I am advised that is about a $1 500 subsidy for every man, woman and child in 
Western Australia to the rest of the nation.   

Hon Norman Moore:  Can you provide us with the rationale behind that?   

Hon LJILJANNA RAVLICH:  I give an undertaking to provide that information to the house.   

This incorporates the redistribution by the Grants Commission of up to 90 per cent of the royalties Western 
Australia receives from its resources to other states through the GST sharing arrangements.  It also incorporates 
the fact that the federal government takes the lion’s share of the fiscal benefits from Western Australia’s 
economic development through its broad-based taxes and other revenues while refusing to adequately support 
infrastructure, particularly that required by mining developments.  I am particularly disappointed with the 
commonwealth’s failure to recognise this state’s special peculiarities.  Firstly, it is a huge state and, therefore, it 
is a challenge to ensure that all parts of the state have adequate infrastructure.  Secondly, although the 
commonwealth government likes to collect revenue, it does not seem to understand how important it is to 
provide infrastructure and the appropriate investment in human capital.  As I have said before in this place, I am 
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amazed that the federal budget provided no growth funding for apprenticeships and traineeships.  Nor did it 
increase funding under the quadrennial funding agreement for the next four years to address training needs to 
meet industry requirements.  

Hon Norman Moore:  Whose responsibility is training?   

Hon LJILJANNA RAVLICH:  It is a joint responsibility; we have agreements.  

Hon Norman Moore:  You are happy to sit back and say that it’s our responsibility to run education and 
training, but you expect the commonwealth to pay for it.  It doesn’t work like that.  
Hon LJILJANNA RAVLICH:  That is fine.  I would be happy not to provide the commonwealth with the 
goods and services tax revenue, but we are locked into the intergovernmental agreement.  We could generate 
revenue for our own use from within this state’s economy and I would be happy to fund training from that 
revenue.  However, that is not the arrangement that we work under, and the member knows that.  

Hon Norman Moore:  You must take responsibility for your own areas and stop blaming the commonwealth all 
the time.  That is one of the problems.   

Hon LJILJANNA RAVLICH:  I am really intrigued to know how the Leader of the Opposition would have 
handled the issue.  Would he have refused to sign a funding agreement?  Would he have risked $1.5 billion out 
of the education and training sector had he been the education and training minister?   

Hon Norman Moore:  I do not know what strings are attached.  The day must come when someone says that we 
are not prepared to do that and take the political risk that goes with it.  That might then make people take notice 
of an issue.  I do not blame the minister for taking the money.  It is a lot of money and it would have been 
difficult to justify not taking it.  However, there might come a time when all the states say no.  

Hon LJILJANNA RAVLICH:  I look forward to that day.  Hon Norman Moore knows as well as I do that 
arrangements are often already in place before ministerial meetings are held in Canberra.  

Hon Norman Moore:  The states can get together as did the coalition in 1993, ahead of the ministerial meeting, 
to jettison the national curriculum.  There is no reason that state governments cannot get together and refuse to 
sign a deal.  You should try it sometime and see what happens.  

Hon LJILJANNA RAVLICH:  I will take that advice and see what I can do to convince my federal 
counterpart.   

Hon Norman Moore:  State counterparts.  You will notice that New South Wales lets you down every time.  

Hon LJILJANNA RAVLICH:  Yes, state counterparts.  The point I want to make is that it would be good if 
the commonwealth recognised that this state is special in light of its economic capacity.  We want to reach our 
full potential.  We have a helluva lot to offer and could offer much more with some support from the 
commonwealth.  Just as that support is required in the area of training, it is obviously required in developing 
further general infrastructure.  In off-shore resources development, for example, the commonwealth has been 
prepared to take the lion’s share of the benefits while leaving the states to do all the hard work involved in 
facilitating projects and providing the considerable infrastructure that is needed to get them off the ground to be 
viable, ongoing projects; for example, the commonwealth’s budget balance is forecast to improve as a result of 
the Gorgon gas project by up to $14 billion, compared with just $300 million for the state government.  In other 
words, the net benefit from that project to the commonwealth will be $14 billion and to the state, $300 million.  
That clearly demonstrates the disparity that exists between state and federal returns.  It is high time all the 
players sat around the table and had a very open discussion to determine whether the break-ups on some of these 
major projects are appropriate.   

Members on both sides of this house have commented previously on several other areas of concern relating to 
the commonwealth.  They involve the almost manic need of the Howard government and its ministers for 
centralisation.  

As I have already outlined, every example has shown that money is at the heart of these problems either by the 
commonwealth’s not providing enough funding to the states or by its attaching unacceptably intrusive conditions 
to funding arrangements.  Sometimes it is a combination of both.  These examples could be the subject of the 
committee’s proposed catch-all term of reference if it thought it appropriate.  I could cite many other difficulties 
that the states face in their dealings with the commonwealth.  However, I am aware that the house has other 
business to deal with.  I acknowledge that Hon Simon O’Brien and the Leader of the Opposition would like 
support for Hon Simon O’Brien’s motion.  The government will not oppose the motion.  However, I will move 
an amendment because it is very important that the committee not be restricted to narrow terms of reference.   

Amendment to Motion 
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Hon LJILJANNA RAVLICH:  I move  -  

To insert after paragraph (d) - 

(e) the fiscal benefits flowing to the commonwealth from the economic development of Western 
Australia;  

(f) the extent of, reasons for and ways to ameliorate Western Australia’s fiscal subsidy to the rest 
of the Australian Federation; and 

(g) the relative extent of and potential for commonwealth direct investment in Western Australian 
infrastructure.  

HON SIMON O’BRIEN (South Metropolitan) [3.49 pm]:  I will speak to the amendment.  However, I will 
not close the debate, because I am aware that another member wants to speak.  As the mover of the motion, I do 
not have any problem with extending the scope of the inquiry.  I believe the committee has the capacity to report 
from time to time on different matters that are referred to it anyway, so this should not be a difficulty.  In fact, I 
could summon some enthusiasm for the proposed further terms of reference.  It strikes me that they do not 
strictly relate to the intergovernmental agreement.  However, if the house wants to direct the committee to 
include these terms of reference in its inquiry, so be it.  I am more than happy with that.  In fact, they will add 
further dimensions, so it should be very interesting.  We probably need to move at some stage to -  

The PRESIDENT:  No.  I know that the member has in mind the change in name of the committee.  I take the 
view that it is a Clerk’s amendment, and the intent is quite clear. 

HON GIZ WATSON (North Metropolitan) [3.51 pm]:  I hesitated to seek the call because I was not sure 
whether I should make some comments overall or on just the amendment.  The Greens (WA) support the 
amendment.  However, I want to check whether I should make some more general comments now or - 

The PRESIDENT:  That is a matter for the member. 

Hon GIZ WATSON:  Okay.  I have listened to the contributions of other members to the debate on this motion.  
The Greens do not oppose it.  These matters are probably of sufficient interest to all parties that the Standing 
Committee on Uniform Legislation and Statutes Review should inquire into them.  I am aware that it is an 
absolute minefield; it is a very big area.  It is also one of interest across the board to all political parties, and, to 
an extent, to Western Australians in general.   

The issue of commonwealth-state financial relations is a matter on which the Greens have commented in the past 
in this place and in the public arena.  It is an interesting tension in the discussion about federalism and the role of 
the commonwealth in general.  It is interesting to hear members say that they oppose the commonwealth 
imposing its will on the states.  Therefore, I will be pleased to see all members vigorously oppose the 
commonwealth’s attempts to force the Northern Territory to accept a nuclear dump by overriding the Northern 
Territory’s rights to determine what is transported through the territory.  I expect all members to man the 
barricades on the border.  It seems to me that it is an area in which we pick and choose which bits we support 
and which bits we do not.  I believe there is a role for the commonwealth to have overarching jurisdiction.  I 
think Hon Peter Collier mentioned issues to do with international treaties.  International treaties are very 
significant instruments.  If the commonwealth did not take the lead - the commonwealth is the only body that can 
negotiate on behalf of all Australians - we would not have international conventions on human rights, for 
example. 

Hon Ray Halligan:  The point was that it should not do it through executive government; it should do it through 
Parliament.  Everybody should have a voice, not just executive government. 

Hon GIZ WATSON:  The negotiation of international treaties is, by and large, carried out in an appropriate 
manner. 

Hon Ray Halligan:  I am sorry, I do not believe it was appropriate. 

Hon GIZ WATSON:  We will agree to disagree on that.  That is fine.   
Hon Peter Collier:  The point that I was making was that the commonwealth was using the treaties to intrude 
into what were traditionally state jurisdictions. 

Hon GIZ WATSON:  Possibly.  I do not think it is that cut and dried.  Again, in areas such as environmental 
management legislation, it does not make any sense to have different air quality standards in the various states, 
for example, even though this state chooses to have standards for Kalgoorlie that are different from anywhere 
else in the state.  However, that is an even more ridiculous distinction.  People must be tougher if they live in 
Kalgoorlie!  I hope that the committee will be able to produce some useful observations and recommendations.   
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There is also an interesting debate about the fact that WA is resource rich and is undergoing a resource boom.  
There is tension about how much of the resources are legitimately Western Australia’s.  We are still one country.  
Western Australia should have an expectation and obligation to assist other states that do not happen to have the 
iron ore in their backyards, for example.  I do not know that it is cut and dried; that is, that we have the oil, gas 
and iron ore, and we retain the right to direct the benefits from that to Western Australians over and above 
anybody else.  Philosophically, I have a problem with that. 
Hon Ray Halligan:  It is not being suggested that we secede. 
Hon GIZ WATSON:  That might arise.  The idea comes up fairly regularly in Western Australia.  The other 
point that the minister made about the contribution of the commonwealth to infrastructure is also an interesting 
one for the Greens.  We would argue that no government should subsidise big industries.  They are either 
competitive or they are not.  The bigger the company and the bigger the project, the greater the public funds that 
are expected to be injected.  Try getting that sort of subsidy for people who are trying to set up a small business 
in the suburbs.  We believe there is a question about where public money is spent, whether it be commonwealth 
or state money.  We are so obsessed, apparently, with the issue of competition that we have a blind spot when it 
comes to providing extraordinary subsidies to enormous resource projects.  Alcoa would not be digging up the 
jarrah forest if it had not been given one of the best deals that it could find on the planet, with virtually free water 
and all the rest, to dig up a resource that is very low-grade bauxite.  We are now seeing some of the 
consequences of that.  That is an interesting area to look at.  I hope that the committee will even look at what is 
an appropriate subsidy and why public funds are directed to the top end of town and not to a family business.  I 
argue that that sort of infrastructure subsidisation should be applied across the board, if it is accepted that that is 
a legitimate role for government. 

The final comment that I want to make is about the way in which the commonwealth uses the threat of 
withholding funding to require state compliance.  It was only in the past couple of weeks in this place that I was 
suddenly told - apparently other members knew a bit ahead of time -  

Hon Murray Criddle:  Not much. 

Hon GIZ WATSON:  Not much - that unless we passed a bill within the next hour, it would cost the state 
$23 million in commonwealth payments.  That is just extraordinary.  I was deeply disappointed, as I know was 
Hon Murray Criddle, that we said that it was too bad and we would just let go of the amendments that would 
have made a substantial contribution to the question of renewable energy in Western Australia, all because the 
commonwealth happened to rattle the cage.   

Those sorts of matters of state-commonwealth relations are deeply disturbing, and they relate to how the 
commonwealth pulls the financial purse strings, particularly with competition policy.  The issue of competition 
is interestingly cast.  As I said, we go back to the question of how anticompetitive it is to subsidise certain 
industries.  In other cases, competition is used to undermine other objectives, such as environmental 
sustainability or workers’ rights in the workplace.  Competition is held up as being the only factor that has 
overriding powers.  Unfortunately, the state just rolls over and says, “That’s how it is.” That has had 
extraordinary consequences for decision making in WA. 

With those comments, the Greens support the motion for the Standing Committee on Uniform Legislation and 
Statutes Review to inquire into these matters and hope that it will provide some direction and more information.   
I am not quite sure what it will conclude and where it will go, but we do not have any objection to the inquiry 
itself. 

HON MURRAY CRIDDLE (Agricultural) [4.01 pm]:  I want to make some general comments, firstly 
regarding the amendments moved by the Minister for Education and Training.   If ever there is a right time to do 
something, it is always when there are more funds around than when we are under pressure.  I see this as an 
opportunity to put in place some tangible arrangements which may well be of benefit well into the future, 
without putting too many stresses and strains on the various states and the commonwealth.  We all realise that 
some states are under a deal of pressure.  I have just come back from Tasmania.  It is a wonderful state but it 
does not have the beneficial economic power of states such as Western Australia and Queensland. 

Tonight I am going to a dinner at which I will meet with the federal Minister for Transport and Regional 
Services and discuss some of the issues to do with the infrastructure that is required.  I was very interested to 
hear some of the comments by Hon Giz Watson with regard to infrastructure.  I understand the issues that the 
Greens have with some of the developments and projects in environmentally susceptible areas.  With the 
economy growing at the rate that it is in Western Australia, that puts pressure on our infrastructure, including 
roads, rail and ports.  I mentioned that I will be meeting with the federal transport minister tonight.  I will also 
make representations to the Neville inquiry, which is coming to Western Australia shortly.  I have already put in 
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a submission.  I will be making a further submission dealing with the opportunity to upgrade road and rail into 
the port system, so that there will be an opportunity to put the case for Western Australia on the existing 
developments.  We only have to look at the mid-west to see the requirement for road funding in that area. 

As our economic opportunity grows, we need infrastructure, not just for the industry but also for the community, 
because some of the community is put at risk by the heavy haulage on roads, for instance.  Whether it is tourism 
or school buses and the like on the roads, we need to have the infrastructure up to scratch.  I drove down the 
Brand Highway last Monday, and I could not get over the amount of traffic on it now compared with two years 
ago.  There is enormous pressure on that road. 

One of the things that really distresses me is the government’s lack of funding for the road and rail system.  I am 
regularly criticised for not addressing the rail system’s requirements.  That does not preclude this government 
from putting money into the rail system.  It needs to give very serious consideration to that because not only is 
our mining industry expanding, but so too is our grains industry.  It has priority bins and the like on that network.  
I know there is a threat to considerable kilometres of rail because it is more efficient to travel from rail to road.  
That should never happen.  That rail system in Western Australia is audited regularly, and was audited quite 
recently.  I have spoken to the Australian Railroad Group.  It is quite happy to put some of this haulage 
requirement onto rail.  It happened recently in Perenjori when there was an opportunity to put the product on rail.  
We need input from government.  The federal government gets the royalties and the state government gets the 
royalties, so we need to share in the expenditure on that infrastructure. 

When we last discussed this matter, Hon Nigel Hallett moved a motion.  The Leader of the House said there was 
something like $4.9 billion worth of infrastructure going in, as outlined by the government.  I would like to know 
where it is going.  I asked him to outline that at the time.  I do not have an answer yet.  We need to make sure 
that we direct the infrastructure expenditure to the areas of most benefit to Western Australia.  I wanted to 
outline those points. 

The other interesting point is that I noticed very recently that transport charges will be increased extraordinarily 
for the heavy haulage industry.  The National Transport Commission will do that.  That will put more and more 
pressure on people. 

Hon Giz Watson also raised the issue of expenditure assisting big companies.  Sure, it does, but there is a 
community to protect.  We need to remember that the expenditure on roads should also be matched by 
expenditure on rail.  That is completely forgotten.  I heard the minister saying that when the government puts 
money into rail, it will be supporting particular industry groups.  If it puts money into roads, it does the same 
thing.  It is not exclusive.  It really does need to put money into both areas.  Western Australia generates an 
enormous amount of revenue. 
I turn to the extent of the reasons to ameliorate the fiscal subsidy to the rest of Australia.  As I said, both Western 
Australia and Queensland certainly have enormous resources.  To some extent, we have to share a bit of that 
with the rest of Australia, but we need funding in WA to deal with some of those issues.  Some clear thinking 
and reasonable outcomes will be needed so that Western Australia gets its share of funding.  We are an 
enormous state and we have widespread industry right across the board.  As I drive around not only this state but 
also other states, I see that we are very fortunate in WA, but we need our share of the activity in relation to the 
federal government and the moneys that are returned to us. 

HON SIMON O’BRIEN (South Metropolitan) [4.09 pm]:  I now close the debate by thanking members for 
their contributions. 

The PRESIDENT:  Hon Simon O’Brien, before the close of the debate, I should put the amendment and see 
whether the house agrees to it. 
Amendment put and passed. 

Motion, as Amended 

HON SIMON O’BRIEN (South Metropolitan) [4.10 pm]:  We would not want to have missed the 
amendment, would we? 

Hon Ljiljanna Ravlich:  No, we wouldn’t. 

Hon SIMON O’BRIEN:  I am encouraged by much of what I have heard today.  Hon Peter Collier and Hon 
Norman Moore reminded us of some of the history of the current circumstances that prevail in the community, 
which is not as the founding fathers of Federation anticipated or desired.  Again, that is one aspect of this inquiry 
that has the capacity to make it quite an interesting exercise.  I was very interested to hear Hon Peter Collier’s 
references to Federation-era taxes.  Back in the time of Federation, of course, consumption taxes were actually 
the principal source of revenue, not income tax. 
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Hon Peter Collier:  That is right. 

Hon SIMON O’BRIEN:  I do not know what the rate of income tax was in 1901, if it existed.  If it had hit 
threepence in the pound it probably would have been the scandal of the day and the government would have 
fallen.  However, consumption taxes in the form of excises and import duties were the big-ticket items in 
government finances.  Indeed, I mentioned to the house recently that the terms of the Australian Constitution 
provided for Western Australia to continue to levy customs duties until 1905, I think as something of a 
sweetener.  Now, of course, there has been a big shift in the general direction of consumption taxes in the goods 
and services tax aspect of this agreement.  Perhaps that just goes to show that there is nothing new on the planet 
and we will all, hopefully, continue to go around in increasing rather than decreasing circles.  That was an 
interesting debate.  I thank the minister - 
Hon Norman Moore:  Compulsory reading for all members of the committee should be Max Evans’s current 
book, The Great Scam, which is all about the commonwealth-state financial relations. 

Hon SIMON O’BRIEN:  I think it is quite improper, Mr President, in an unruly interjection to anticipate one of 
the key recommendations of the committee!  Who knows what it may produce?  It may even refer to that book! 

The honourable minister noted that the Department of Treasury and Finance has done a great deal of work on 
this issue, and I look forward to having the benefit of that advice when she brings it to the house.  I also thank 
Hon Giz Watson for her support. 
Question put and passed. 

HON LJILJANNA RAVLICH (East Metropolitan - Minister for Education and Training) [4.12 pm]:  
Mr President, during that debate there was an issue about Western Australia providing around $3 billion more 
each year to the commonwealth in taxes and other revenues than it gets back from the commonwealth in 
expenditure.  Hon Norman Moore asked whether I could provide that information.  I gave him an undertaking 
that I would.  That information has now come to me from the Treasury web site, which I table.  I am sure it will 
satisfy his needs.   
[See paper 886.] 

Sitting suspended from 4.13 to 4.30 pm 
 


