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COMMITTEE REPORTS AND MINISTERIAL STATEMENTS — CONSIDERATION 

Committee 

The Deputy Chairman of Committees (Hon Jon Ford) in the chair. 

Standing Committee on Estimates and Financial Operations — Twenty-first Report —  
“Report on the Inquiry into Public Sector Expenditure” 

Resumed from an earlier stage of the sitting. 

Hon SUE ELLERY: Before we broke for question time, I was beginning my comments on the first matter that 
the committee had to deal with in this inquiry, which was advice that it received from the then Acting Premier, 
Dr Kim Hames, that, as stated in the report — 

… ‘in accordance with Legislative Council Standing Order 331, it is not appropriate that Government 
agencies make submissions in relation to matters of policy’. 

That appears in paragraph 2.8 of the report. We sought advice, and received written advice from the Clerk that 
set out the relevant standing order 331, which states — 

“Where a committee examines a public servant, questions of policy shall not be asked of that person but 
shall be directed to the responsible Minister. A public servant is entitled to decline to answer any 
question on a matter of policy.” 

The advice that we received included the following — 

In my opinion — 

That is, the opinion of the Clerk — 

the intent of the standing order is clear and unambiguous, where a committee “examines” a public 
servant they are entitled to decline to answer the question if it relates to policy. The standing order 
refers to a committee “examining” a witness. This suggests a formal interrogation during a committee 
hearing. It is also relevant that SO 331 follows on from the standing order that deals with the 
entitlements of witnesses at committee hearings (SO 330). In contrast, the correspondence sent by the 
subcommittee only invited agencies to provide a response to the subcommittee’s questions, if the 
agencies so chose. 

Subsequent to that exchange of correspondence, we wrote to the Premier, who was back, and forwarded the 
advice of the Clerk. Serendipitously, the Premier advised that directors general would now be made available to 
meet with the committee, and the committee appreciated that and appreciated the material that was provided.  

It was, in the vernacular, a “try on” by the government to say it did not like the fact that the committee was 
conducting an inquiry into the implementation of the government’s policy. The material provided to the 
committee indicated that the three per cent cuts were being implemented immediately—that is, while the 
committee was meeting. Agencies had to identify where they would make the three per cent cuts. It was not a 
prospective policy to be implemented in the future; it was being implemented immediately. I will turn in a 
minute to the correspondence that highlights that. The refusal to allow agencies to make submissions was a “try 
on” to frustrate a committee of the Legislative Council in its deliberations. We were not even asking agencies to 
appear at that point. We were asking them to make a submission to us and the government was trying to thwart 
it. I am glad that the government saw the error of its ways and provided the committee with the information it 
needed to conduct its work.  

We received correspondence from the government that the Treasurer provided to us, setting out the information 
that the government had provided to agencies. This is set out in paragraphs 3.12 and 3.13 of the report. The 
Treasurer advised the committee, in part, that — 

The efficiency dividend applies to all appropriation–funded agencies with full–year savings from the 
dividend in excess of $200,000 — agencies that had a savings target below $200,000 are exempt from 
the dividend … 

The Chief Executive Officer of the agency is responsible for considering how the efficiency dividend 
will be achieved in consultation with their Minister. This will then be considered by the Economic and 
Expenditure Reform Committee of Cabinet as part of the 2009–10 Budget process.  

However, the information went on to alert us in paragraph 3.13 of the instruction that agencies were given on 
how to implement the dividend. It states — 

To deliver these savings, agencies are encouraged to: Carefully assess the need to fill currently vacant 
positions and positions that become vacant due to natural attrition; examine the scope for ceasing low 
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priority activities; and identify opportunities for more cost effective delivery of services. Savings should 
not be harvested from revenue-generating activities, or proper priority service delivery areas that are 
essential to the achievement of key Government desired outcomes, particularly election commitments. 

The scope of the 2009/10 Budget process specifically excludes consideration of cost pressures or new 
initiatives other than those associated with implementation of the election commitments and the 3% 
efficiency dividend. As such, current policy cost pressures or new initiatives have to be absorbed and 
funded from within existing resource allocations, if considered a priority by your Minister.  

The committee received submissions from agencies. We asked each of the agencies to identify to us the cost 
pressures that they were facing. The big spenders in government are the health department, the education 
department and the police. They are big spenders for a reason. They provide core services that Western 
Australians expect to be able to access. We asked all agencies the same question. We asked them to identify 
what kind of cost pressures they were experiencing. One of the instructions to agencies was that they were not to 
consider current cost pressures in developing their budgets. They were to proceed to make their three per cent 
cuts, irrespective of what current cost pressures they might be under.  

Even though we were experiencing an economic downturn, Western Australia’s population continued to grow, 
our suburbs continued to grow, people continued to need access to hospital services and schools and they 
continued to want police stations in the new suburbs where they were living. Those were real cost pressures. We 
were asking those agencies to identify what that meant. Even when there was some debate around the notion of 
this committee in the house, at no point did I or anybody else make the argument that it was not unreasonable for 
government to manage spending. It was not unreasonable for government to set guidelines on how spending was 
done. The issue became a question of whether we apply a blanket approach to every single agency. Do we apply 
a one-size-fits-all policy, particularly to those areas where Western Australians expect high quality service 
delivery? I am talking about health, education and police services.  

When we asked the agencies to identify their cost pressures, we got some interesting answers. With respect to 
the demand pressures of the Department of Health, page 13 of the report states — 

In the year to January 2009, there was a 4.5 per cent increase in discharges from hospital and a 9.4 per 
cent increase in elective surgery waitlist admission. Demand increases with an increase in the aged 
population.  

That was expected to continue to keep rising every year.  

When we asked the Department of Education and Training to identify the kind of cost pressures and demand 
pressures it was under, it advised that in 2009, 4 294 additional students enrolled in the public school system and 
that demand, particularly in the area of teacher housing, particularly in the north west, continued. Behaviour 
management announcements that had been made were another demand and cost pressure.  

With respect to police, two points were made. Firstly, there was little flexibility in the WA Police budget. Page 
16 of the report states — 

Approximately 72 per cent of their total cost of service is allocated to salary related costs and staffing 
obligations, nineteen per cent is tied to contractual arrangements and nine per cent is activity driven cost 
including shifts and overtime, travel costs, and vehicle operating costs.  

The police flagged to us that there was a range of police activities that they deemed to be not core police 
business such as licensing functions, custodial transfers and loading court data. They thought they could be done 
by other government agencies or people. They advised us that they were looking at these areas to achieve the 
dividend in the forward estimates period. They were looking to contract out some of the work that they deemed 
was not core police work to make the three per cent efficiency dividend.  

There is another matter that I wanted to touch on briefly because we need to pay particular attention to how we 
manage this. If we do not manage it properly, the mechanisms that the Parliament puts in place to apply the 
ultimate check and balance, that is, the Auditor General as one of the parliamentary officers, is compromised. 
The Office of the Auditor General appeared before us and provided us with a submission as well. It made the 
point that its capacity to provide an oversight of public sector funds is compromised by the efficiency dividend. 
Paragraph 5.15 on page 41 of the report states — 

If the Auditor General can demonstrate that the only way to meet the dividend is to cut audit activity, 
then the OAG should be exempt from the dividend. If the Auditor General is not able to carry out the 
functions stipulated in the Auditor General Act 2006, then the OAG should be exempt from the 
dividend.  

I think that matter requires further consideration at some point, because it is kind of like cutting off one’s nose to 
spite one’s face. If we set up a body charged with conducting an independent assessment and testing whether the 
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government’s spending is in accordance with the objectives that it has set itself and that it has explained to the 
Western Australian people, and we then say that we will limit that body’s capacity to do so because we are going 
to ask that body to choose whether it conducts regular agency audits or downsizes some of those audits and just 
does desktop audits when it might otherwise have undertaken more forensic audit exercises, we are really 
compromising its position as a parliamentary office. That office does not report to the government of the day; it 
reports to the Parliament. We are compromising its activity if we curtail and apply the one-size-fits-all three per 
cent budget cut to an agency that we have asked to provide us with an independent assessment of whether the 
government of the day—whichever government it is—is conducting its financial affairs in the way it has said 
that it will. That is a matter that the committee made a recommendation on; that is, that the Office of the Auditor 
General be exempt from the three per cent efficiency dividend. I think it is an area that is worthy of further 
committee consideration, whether that be by the Standing Committee on Estimates and Financial Operations or 
some other committee, into how we get the balance right when the agency that is set up to be the independent 
assessor says that it cannot do the job that the Parliament has asked it to do if it is made to choose whether it 
conducts regular audits. That is a matter that the Parliament needs to pay greater attention to. 

With those comments, I thank in particular my colleagues from across the chamber who were on the committee 
and also the staff of the committee. An awful lot of material was provided to us and an awful lot of hearings 
were conducted. The committee staff were, as ever, extremely professional and provided the work that needed to 
be done in between committee meetings in a timely fashion, and the report is testament to that. 

Hon MAX TRENORDEN: Anyone who has followed the history of the Office of the Auditor General will 
know that I have a strong opinion on that office, and I disagree in a friendly way with the Leader of the 
Opposition. The Office of the Auditor General should not be a government agency. It is ridiculous to give it such 
a title. It is a wrong decision to cut the funding to an office of this Parliament by three per cent in the current 
climate. I am not just having a go at the government that I support; Labor also suggested that funding should be 
cut by three per cent. In the course of rewriting the Auditor General Act some years ago, we improved the 
process whereby a committee of this place could review the budget of the Auditor General, which is a decision I 
strongly support. I give the Leader of the Opposition’s office a large tick for going through that process, but I put 
on the record that, in my view, the Office of the Auditor General is not independent in this state and is still 
reliant on too many calls back to the executive for funding. I support the comments of the Leader of the 
Opposition that further work should be done on the Office of the Auditor General. 

Hon LJILJANNA RAVLICH: I would like to make some comments on the very good report on the inquiry 
into public sector expenditure. I also put on the public record my congratulations to the members and the chair of 
the Standing Committee on Estimates and Financial Operations for the outstanding work they did in a very 
systematic way to produce an outstanding report that, however, throws some shadow of concern on the result of 
this government decision, and I will touch on that in due course.  

One of the speakers made the comment that Labor was going to impose a three per cent efficiency dividend. We 
lost the election, and this government took office and went down the same path. The major difference, however, 
is that we would have undertaken a very different process in the application of the three per cent efficiency 
dividend, rather than applying such a blunt instrument across all government agencies. I think there was a lot of 
that when this government came to office. The Premier was going to get rid of all boards and committees; he was 
going to halve the number. But, of course, he has realised since then that half of them do not cost any money and 
they consist of good community people who want to get on with the job of providing support to those 
organisations to which they want to provide support. And so now he has changed the definitions of “committee” 
and “board” so that it will not look so bad when he reports to Parliament on how he has not achieved the targets 
that he set. This is another example whereby the Premier was very quick off the mark, wanting to be seen as an 
action man. He got out there and basically went hell for leather in causing such carnage in government agencies. 
I think it was a mistake to not prioritise the importance of the role of agencies in delivering services to the 
community and to treat them in the same way. 

Hon Norman Moore: Which one should have been cut more than another? 

Hon LJILJANNA RAVLICH: For a start, we know that the impact on small agencies was bigger than the 
impact on large agencies. We know that, for example, health is the number one concern. 

Hon Norman Moore: Which ones should we have cut? 

Hon LJILJANNA RAVLICH: That is not a decision for me. I am just making the point that the Premier did 
not even stop to draw breath in considering the process by which this was going to be achieved. I am sure that he 
would have arranged somewhere in the background for the Economic Audit Committee to say to agencies, 
“Hang on; you’re going to have to find this much and you’re going to chop here, here and here. Use your 
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guidelines and get on with it.” I do not know exactly what happened, but I half suspect that that may have been 
the way it happened. 

I do not want to spend too much time on the Auditor General because I know that other members are keen to 
make comments. Hon Max Trenorden has already spoken about the Auditor General and how he should not be 
accountable to the executive. He should be appropriated by, and report directly to, the Parliament, instead of this 
nonsense whereby he has to go cap in hand to the Treasurer of the day for an appropriation. I would put the 
Information Commissioner in exactly the same basket. He should be appointed and appropriated by the 
Parliament and he should be at arm’s length from the executive; likewise, the same should apply to the Public 
Sector Commissioner. All those agencies should be treated in the same way; they should be appropriated by, and 
report to, the Parliament. 

Here we have a situation in which the Auditor General was told that his agency would have to take a three per 
cent budget cut. The Auditor General performs a very important role in auditing the finances and activities of the 
Western Australian public sector. He has some key responsibilities. He periodically reports to the Parliament on 
a range of matters. Apart from auditing the Annual Report on State Finances, the Auditor General also conducts 
audits on financial statements, key performance indicators and controls, and issues audit opinions on how 
government agencies are travelling with their finances. A very important role that the Auditor General performs 
is that he conducts a wide range of performance examinations. Those reports come to the attention of the 
Parliament. Those reports are very highly honed. They are arrived at following considerable input and work. 
They are excellent documents for general use by the community and by the Parliament. Unfortunately, these 
performance examinations, by their very nature, tend to expose deficiencies in government agencies, and those 
deficiencies are then made public. Of course for the government of the day that is not seen to be a favourable 
thing to do. But to take a knife to the budget of the Auditor General is the wrong thing to do. The Auditor 
General should be producing more reports. He should not have his budget cut so that he will have to reduce the 
number of reports that he can prepare for the Parliament. We understand the history and the toing and froing 
about whether the three per cent efficiency dividend will apply to the Auditor General. The Auditor General 
should not be put in a position in which he has to go through that argy-bargy year in and year out about the 
viability of his office. I wanted to put that on the public record.  

I now want to move to the impact of the efficiency dividend on smaller agencies. This is an area that was 
canvassed by the inquiry. A very good report was produced at the federal level. That report talks about how size 
does matter. That report looked at the impact of cost cutting—or harvesting savings, or whatever we want to call 
it—on big agencies compared with small agencies. It is very apparent from that report that the net impact of cost 
cutting on larger agencies is considerably less than the impact on small agencies, which rarely have many 
savings to be harvested in any event. One of the problems with the efficiency dividend process was that all 
agencies were basically treated the same, and no consideration was given to whether they were large or small, or 
to the function that they performed in the community. It is very pleasing to see that the committee did make 
some comments on that matter.  

One of the things that I find most disturbing about this process has been the continual rhetoric about how the 
three per cent efficiency dividend has not impacted on front-line services. If there is one thing that we heard day 
in and day out from the government and from its ministers, it was, “Okay, we have had a hit”—I think in the 
Department of Training and Workforce Development something like $6 million was harvested — 

Hon Peter Collier: Where did you get that from? 

Hon LJILJANNA RAVLICH: I got it from an answer to a question that I put on notice. I can go through it in 
detail if the minister likes. I know that the minister does not like to hear the truth. That is why we have all these 
problems with apprenticeship training.  

Hon Peter Collier: You have got to be joking! We will find out the truth tonight, won’t we, in members’ 
statements! I can’t wait!  

Hon LJILJANNA RAVLICH: If anyone looks as though he is under pressure, I have to tell members that the 
minister is clearly under some pressure. I do not know what he is on about; I have no idea. But he seems to be 
obsessed about members’ statements tonight. That is very good.  

Hon Peter Collier: I hope we have a full gallery here tonight! We will expose you! 

Hon LJILJANNA RAVLICH: If the minister will be making a member’s statement tonight — 

Hon Peter Collier: No. You will be! You promised us that last night. I have got people lining up. They are all 
coming in to listen to you. I sent out an email to the training sector. They are all coming in tonight to listen to 
you. The gallery will be full tonight. Then I am going to stand and talk. 

Hon LJILJANNA RAVLICH: What a loser! Really!  
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Hon Norman Moore: She is a bit flustered now! 

The DEPUTY CHAIRMAN (Hon Jon Ford): Order, members. 

Hon LJILJANNA RAVLICH: The point I was making, before I was so rudely interrupted, again, by the 
minister, was that—Mr Deputy President, may I sit down and then stand again?  

Hon NORMAN MOORE: I think it is wonderful that Hon Ljiljanna Ravlich’s mouth is open and nothing is 
coming out!  

The DEPUTY CHAIRMAN: Order! The member will get another chance. 

Hon NORMAN MOORE: The member can have as many goes as she likes. But I want to make the point that 
this is about the fifteenth go that everyone is having on the three per cent cut, because we have talked about this 
report on a number of occasions in the past.  

I want to spend a couple of moments going back to the origin of the three per cent cut. I think the honourable 
member is trying—just like her colleague earlier today—to rewrite history. The three per cent dividend was the 
invention of the previous Treasurer, Hon Eric Ripper. He went into the election campaign with an empty coffer. 
He had no money to spend. So, what he said—this has happened plenty of times before, so it is nothing usual—is 
that he would cut three per cent across government as an efficiency dividend, and that would generate 
$1.5 billion of revenue. He went on to say that no-one would be exempt from that cut. Even though the member 
tried on the odd occasion that this matter was debated previously to suggest that the Treasurer was going to 
exempt the departments of health and education, he actually said publicly that no agency would be exempt. It 
was going to be an across-the-board cut of three per cent for every agency. He did not say that the Auditor 
General will be exempt. He did not say that the Ombudsman would be exempt. He did not say that anybody 
would be exempt. Having determined that a Labor government would have $1.5 billion to spend, he then sat 
down and worked out how he was going to spend that money, and that became the basis of the Labor Party’s 
campaign at the last election.  

Hon Adele Farina: And the Liberal Party’s campaign. 

Hon NORMAN MOORE: I will get to that now. As is the case, when this happens, oppositions are put in a 
position of making a decision to agree that there should be a three per cent efficiency dividend, in which case 
they can then also expend the money in the context of their election promises, or of making a decision not to 
have a three per cent efficiency dividend, in which case they will leave themselves at a significant disadvantage 
in offering the community the sorts of benefits that they want to offer, because they will not have the money to 
spend. During the time of the Court government, we placed some fairly strict requirements on political parties at 
election time to justify their promises. If we had sought to make promises when we did not have a three per cent 
dividend, we would have found that there was hardly any room to move within the forward estimates that were 
in place at the time. Therefore, we made the decision—having watched the previous Labor government increase 
the public service dramatically over time—that there must be room for a three per cent efficiency saving across 
government. We did not make that up ourselves. We assumed—probably rightly—based on what the then 
Treasurer of the state, Hon Eric Ripper, had said about his understanding of the budget and the government’s 
potential revenues and expenditures, that that there was room for a three per cent cut across the board. I would 
have thought that if that three per cent cut was not achievable—as Hon Ljiljanna Ravlich keeps telling us—the 
former Treasurer would not have said that it could be done and that there would be no exemptions whatsoever. 
We took the former Treasurer at face value and thought that there must indeed be that much fat in the system, 
and we made the decision that we would do it. We went to the election offering what the Labor Party had 
offered, which was a three per cent cut across the board, and we spent the $1.5 billion, just as the Labor Party 
had spent that money, in our election commitments, and we won the election. I know that the honourable 
member still has a bit of a problem coming to grips with that, and that having to sit over there every day is such a 
terribly painful experience for her — 

Hon Ljiljanna Ravlich: It is not. It is actually not. 

Hon NORMAN MOORE: I understand that. She cannot stop going on about this issue.  

Hon Ljiljanna Ravlich: Because it is my job! 

Hon NORMAN MOORE: She now tells us, on the one hand, that we should not have cut the budget of the 
Auditor General, we should not have cut health, we should not have cut education and we should not have cut 
disability services—we should not have cut anything. But, on the other hand, the shadow Treasurer spends half 
his life saying that this government is wasting money and spending too much. The opposition cannot have it both 
ways. The bottom line is that having promised we would cut expenditure, we sought a three per cent efficiency 
dividend and we have worked very hard across agencies to deliver that. It has been very hard because some 
agencies find it more difficult than others to give up three per cent. I asked the honourable member by way of 
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interjection which agencies she would cut. Having decided that we should not cut all of them, I asked the 
member which ones she would cut. She said, “That’s not my problem; that’s your problem.” It is our problem 
and we are dealing with it; we accept that. However, when we are being criticised by Hon Ljiljanna Ravlich for 
cutting expenditure in some areas and not others, we must ask her what she would do if she were in government. 
What does the member think we should be doing? We are entitled to the benefit of her knowledge. I would love 
the honourable member to tell me which government agencies should be cut. She said that the bigger the agency, 
the easier it is to cut. The member was just about to tell us that small agencies have a great deal of difficulty in 
cutting their expenditure because they do not have a lot of fat built in, but the big ones do. The big ones that have 
this “fat” have the lion’s share of the budget—namely, the Department of Health and the Department of 
Education. However, the member said that we should not cut them. 

Hon Ljiljanna Ravlich: You couldn’t deliver. 

Hon NORMAN MOORE: But the member said that we should not cut them. 

Hon Ljiljanna Ravlich: I didn’t say you shouldn’t cut them. 

Hon NORMAN MOORE: We sought to cut them and I think health delivered three per cent but education did 
not. It is very difficult.  

Hon Peter Collier: Should education be exempt? 

Hon NORMAN MOORE: That was the question I asked and the member did not answer it. 

Hon Ljiljanna Ravlich: You tell me. 

Hon Peter Collier: Should it? 

Hon NORMAN MOORE: Therefore, we sit in this place listening to the member rewrite history as she is wont 
to do. The member has forgotten the history of the three per cent cuts. The member knows that if the Labor Party 
had won the election and she had been a minister, they would have been trying to work out how to cut three per 
cent out of every agency because that is what the Labor Party promised at the election. We won and we have 
sought to do the three per cent efficiency dividend. The member now comes into this place and tries to rewrite 
history by saying that we should not have done this and we should not have done that, when we are doing 
exactly what the Labor Party would have done had it implemented its election commitments. Therefore, 
fundamentally, it is as simple as this: had the Labor Party won the election and implemented its election 
commitments, it would have cut three per cent from every agency of government. That is what the Labor Party 
committed to; that was how the previous government got the $1.5 billion to spend. We did exactly that. There is 
no reason in my view—I said this once before when we debated this report—for any agency, including the 
Auditor General or the Ombudsman or anybody else, to be exempt because every agency has to look at whether 
it is running efficiently. I think that in most cases finding a three per cent reduction would be a very efficient 
way of ensuring the budget represents what the government is required to do. When Eric Ripper said three per 
cent, we said that was fair enough. We can cut three per cent out of government; everyone knows there is at least 
three per cent fat. That is why it was not a big deal during the election campaign, but the opposition is telling us 
now that we cannot do that. I do not quite understand where the Labor Party is coming from. It is just as we 
heard in the previous debate; members opposite had one position on lead in government and another position on 
lead in opposition. The same thing applies to the three per cent cut. 

Hon LJILJANNA RAVLICH: The Leader of the House really has a way of taking what has been said and 
repackaging it to mean something else. I was making the point that the government refuses to acknowledge that 
the three per cent efficiency dividend would have an impact on front-line service delivery. Time and again we 
have heard that these cuts need to be made but they will not impact on front-line services. I must say that that is 
simply wrong. That is exactly where the cuts impacted. I asked the Minister for Mines and Petroleum on 
26 November 2009 to provide a description of each of the initiatives to achieve the agency’s three percent 
efficiency dividend, and the minister answered with the sorts of the things that would be cut. He stated, in part — 

• Reduction in Field Activities: Reduction in field time spent on geoscience activities (for 2008/09 
only) … 

• Discontinuing Resources Liaison Officer — 

Hon Norman Moore: Just on that first one, we actually then put in $60 million from the royalties for regions 
program to fund the geological survey. 

Hon LJILJANNA RAVLICH: Will the Leader of the House let me speak? He can have his say. The minister’s 
answer continued — 
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• Resources Safety Division: Extending timelines in relation to information technology systems 
development and by reducing administrative overheads. 

When I asked the same question of the Minister for Training and Workforce Development about vocational 
education and training, he replied that initiatives to achieve the three per cent efficiency dividend included 
efficiencies in administration and operations, and training support programs would be cut. We all know that 
“efficiencies in administration and operations” really means getting rid of people who the government thought 
might have been surplus to requirements. Because the department was trying to achieve the efficiencies in 
administration and operations, the government decided on service delivery reforms. We know for a fact that 
many people got other jobs and were moved out of their positions. We know that administrative people were 
asked to pick up additional loads and so on and so forth.  

If we look at the impact of the three per cent efficiency dividend on the area of health services for example, the 
Department of Health will not proceed with the planned Rockingham 25-bed mental health intermediate care 
unit. A major election commitment was that greater attention would be paid to the area of mental health, so to 
find that as a result of the three per cent efficiency dividend the Department of Health would not proceed with 
the planned Rockingham 25-bed mental health intermediate care unit is simply not good enough. It was not 
thought through. The answer to my question stated, in part — 

The DOH will invest resources in homeless youth with a mental illness in the south metropolitan area 
rather than proceeding with the Rockingham 25 bed Mental Health Intermediate Care unit. 

I must say that I think that is a low-cost option and a substitute for what should have been done properly in the 
first place—that is, delivering the promise for the planned Rockingham 25-bed mental health intermediate care 
unit. 

I will not go through all the agencies, but, for example, in the agency of community services, staffing economies 
in 2008–09 would save $100 000 and in 2009–10, $300 000 would be saved. Savings from a reduction in 
community relations activity over the 2008–09 and 2009–10 period would amount to $700 000. There was also 
going to be a reduction in non-government sector payments. I do not know the detail of that, but I can tell 
members that it would not be on the positive side. Chances are that the law of probability would say that these 
cuts would have had some impact on front-line services; indeed, we could also surmise that it would have a 
negative impact on front-line services.  

The notion the government peddled after it imposed the three per cent efficiency dividend using such a crude 
instrument was that ministers went out and ran the line that the three per cent efficiency dividend had to be done 
because Labor was going to do it, so the government had to it. The first thing is that, no, the government did not 
have to do it; it could have made a different policy decision but it chose to do it. The government chose to do the 
three per cent efficiency dividend in the most inappropriate way and it has resulted in difficulty, hardship and a 
reduction in front-line services for many end users of a whole range of services provided through government. 
The Leader of the House can say whatever he likes, but I think the facts speak for themselves. 

Hon Norman Moore: You haven’t given us any facts at all, that I’ve noticed. You just keep saying that front-
line services were cut. 

Hon LJILJANNA RAVLICH: I have just given the Leader of the House the example of mental health. The 
Leader of the House is in cabinet. 

Hon Norman Moore: Just for my information, when you made a commitment to a three per cent cut, was that to 
avoid — 

Hon LJILJANNA RAVLICH: No, this is not about me; I am talking about the Leader of the House. He is a 
government minister, and he should accept responsibility. The point I am making is that even if the previous 
government had had a three per cent efficiency dividend, we would not have made such blunt cuts as the current 
government has, and if the previous government had made a commitment to a planned 25-bed mental health 
immediate care unit at Rockingham General Hospital, as the current government did, we sure as hell would have 
delivered on it. 

I will make some extra points because I really do not want to engage the Leader of the House in debate; he had 
his big opportunity last night during members’ statements and he missed it, so I need to move on. 

Hon Norman Moore: I’ve got to tell you that members’ statements are a time for relaxation, not listening to 
moaners going on and on. 

Hon LJILJANNA RAVLICH: I fully concur with the recommendations of this report. I put it on the public 
record that the committee’s first recommendation is — 



Extract from Hansard 
[COUNCIL - Wednesday, 5 May 2010] 

 p2431a-2439a 
Hon Sue Ellery; Hon Max Trenorden; Hon Ljiljanna Ravlich; Hon Norman Moore; Hon Brian Ellis 

 [8] 

The Committee recommends that the Government excludes the value of private donations, 
sponsorships and bequeaths from The Library Board of Western Australia’s calculation base 
when imposing the three per cent efficiency dividend. 

The second recommendation states — 

The Committee recommends that the Government considers excluding grants and fees for service 
in the efficiency dividend calculation base of The Library Board of Western Australia, the 
Department of Fisheries and other agencies who receive grants and fees for service. 

I know that the Leader of the House took up that argument with respect to the Department of Fisheries, because 
the fisheries department is partly funded on a cost recovery basis. The Leader of the House might be able to 
inform the house whether the entire budget, including what was accumulated from industry, was also included in 
the calculation of the three per cent efficiency dividend, or whether he got his own way in the end, it was 
quarantined, and the three per cent came out only from what was appropriated. 

Hon Norman Moore: You’re not inviting me to interject now, having told me to stop interjecting, are you? 

Hon LJILJANNA RAVLICH: The Leader of the House may now interject! 

Hon Norman Moore: The three per cent covers across the board, but I was given an additional appropriation to 
cover the cost-recovered section from industry, so the net result was that theirs was not covered. 

Hon LJILJANNA RAVLICH: I think it is a very important point that when part of the operation of an agency 
has an industry contribution for some sort of fee-for-service arrangement, it should really be put to one side and 
not touched by the requirement to harvest three per cent.  

I also concur with the third recommendation, which states — 

The Committee recommends that the Office of the Auditor General be exempt from the three per 
cent efficiency dividend. 

He must be able to get on with his job without any hindrance from anybody or any impediments due to 
budgetary restrictions. 

Hon BRIAN ELLIS: Being the only government member on this subcommittee, I wish to speak on the report, 
and it is not surprising that I have presented a minority report. I am a bit surprised at the opposition’s attack on 
the three per cent efficiency dividend. As the Leader of the House has pointed out, there is nothing unusual about 
three per cent efficiency dividends, and the report states that. They have been imposed on the state’s public 
sector as far back as the 1990s and the following decades. The Gallop Labor government introduced a 1.5 per 
cent efficiency dividend in the 2001–02 budget, which reportedly saved it $850 million. However, as part of that 
dividend, health, education and police were quarantined. It appears that under the guise of protecting front-line 
services, the Gallop government was unwilling to tackle the most difficult areas. The Gallop exemption was later 
extended to the Disability Services Commission and, in large measure, to what was then the Department for 
Community Development. However, the Labor Party was sufficiently encouraged by that 1.5 per cent efficiency 
dividend for the Carpenter government, in its pre-election promises, to make a commitment to a three per cent 
efficiency dividend. This new efficiency dividend was to apply to appropriation-funded agencies and to all 
categories of expense other than grants and non-cash depreciation costs. 

Labor’s promised three per cent efficiency dividend was estimated to reduce government expenses over the 
forward estimates to 2011–12 by $1.449 billion. As was pointed out by the Leader of the House, that was also a 
pre-election promise made by the Liberal Party, which looked to achieve a very similar dividend of $1.38 billion, 
and rightly so. In a special report released on 14 November 2008, the ratings agency Moody’s placed Western 
Australia on watch when it stated that it expected the states to provide corrective responses to economic 
conditions adversely affecting their budgets. The September quarter financial results, released less than a 
fortnight later on 26 November 2008 by Troy Buswell, MLA, who had been Treasurer for only two months, 
showed that the surplus of $200 million recorded for the three months ending 30 September was substantially 
lower than the $734 million outcome for the same period in the previous year. Expenses, on the other hand, were 
a massive 10.7 per cent higher in the first quarter 2008–09 than in the September quarter of the previous year. 
That is the situation the Liberal Party inherited from the previous Labor government when it came to 
government. 

The Carpenter government was extremely coy about explaining how it was going to find its promised three per 
cent efficiency dividend, in comparison with the Liberal Party plan for the first 100 days of government, which 
stated that an Economic Audit Committee would be appointed to conduct a full audit across the Western 
Australian public sector. The three per cent efficiency dividend was part of that package. The Chamber of 
Commerce and Industry of Western Australia chief executive, James Pearson, told The Australian Financial 
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Review on 20 November 2008 that such a review was long overdue, and that the chamber had been concerned 
for some time about the unsustainable levels of government expenditure. As the Barnett government had been 
elected only two months earlier, the Chamber of Commerce and Industry of Western Australia could have been 
talking only about the former Labor government’s performance.  

The need for a three per cent efficiency dividend became even more apparent when the Treasurer released the 
“Monthly Report of General Government Finances” for July–August 2009. It showed the ongoing pressures on 
the state’s finances, particularly from the rising Australian dollar and its impact on royalty revenue. The 
implementation of the three per cent efficiency dividend then became a media talking point. When asked by The 
West Australian on 30 October 2009 to nominate where the bulk of the three per cent cuts should be made, the 
shadow Treasurer, Ben Wyatt, MLA, reportedly said that it was a conundrum for the government to solve. 
Apparently ignoring the published view of her own shadow Treasurer, Hon Sue Ellery called for a select 
committee inquiry into the implementation of the efficiency dividend. When it became clear that the motion 
calling for a select committee would fail, the Labor Party referred the matter to the Standing Committee on 
Estimates and Financial Operations.  

Sitting suspended from 6.00 to 7.30 pm 

Hon BRIAN ELLIS: Having presented the minority report in this inquiry, I have a lot more to say but I will not 
have the time. I do not wish to offend the other members of the committee; however, I must reiterate what is in 
the minority report, which is that I can only conclude that it was a political inquiry that achieved very little.  

Question put and passed. 

Progress reported, pursuant to temporary orders.  
 


