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STATE DEBT INCREASE 

Matter of Public Interest 

THE SPEAKER (Mr G.A. Woodhams): Members, today I received a letter in the prescribed time from the 
Leader of the Opposition in the following terms — 

“This House condemns the Barnett Government for increasing state debt to $15.4 billion in 2010–11 
and $20.1 billion in 2013 and for having no plan to repay this debt other than savage increases to family 
bills.” 

If sufficient members agree to this motion, I will allow it. 

[At least five members rose in their places.] 

MR E.S. RIPPER (Belmont — Leader of the Opposition) [3.05 pm]: I move the motion. 

There is a lot of discussion around any budget, and many different aggregates, ratios and figures are mentioned. 
If members want one bottom line figure to understand whether the budget is financially robust and sustainable, 
they must go to the figure for net state debt. Net state debt is literally the budget bottom line. The forward 
estimates in this respect are particularly important. They help us to understand the future debt implications of the 
decisions that we make today and they help us to understand the projections for the growth, or otherwise, of state 
debt into the future. Let us look at where we are going on state debt. When this government took office, the most 
recent state debt figure that it inherited was a net state debt of $3.634 billion as at 30 June 2008. The government 
has now introduced a budget with a debt projection of $15.4 billion by 30 June 2011. The government is telling 
us that it plans to take debt to a figure that is more than four times higher than the debt that it inherited upon 
coming to office. It gets worse, because there are further plans for debt to grow by 2013–14. Under this 
government’s plans, by 30 June in the financial year 2013–14, debt is projected to reach $20.063 billion, which 
is more than five times higher than as at 30 June 2008. 

Sometimes these large figures need to be reduced to more understandable aggregates. Let us take the figures for 
the next financial year and apply them per capita to Western Australians. That debt figure of $15.4 billion at 30 
June next year equates to $6 446 per Western Australian. Every man, woman and child will be in debt by $6 446. 
Most people look at their finances on a household basis. The household figure is that that debt equates to 
$17 374 per household. The figures for 2013–14 are $7 597 of state debt per capita, or $21 200 per household. 

It is particularly bad when we look at the general government sector. In the general government sector we are 
building non-income producing assets. The debt has to be serviced and paid back out of taxes. There are no 
commercial returns for debt incurred in the general government sector. When the government came to power, it 
inherited $3.4 billion worth of positive financial assets in the general government sector. In the latest budget the 
government has taken that to a debt of $2.9 billion in the general government sector. In the sector of government 
for which there are no commercial returns to service a debt, there has been a $6.3 billion deterioration since the 
Liberal–National Parties took office. Quite frankly, the government is borrowing money like a tottering Wall 
Street investment bank. It is getting worse because the full cost of the Treasurer’s pet projects has not been 
included in the budget and the forward estimates. The full cost of many of those projects lurks outside the 
forward estimates and will have to be taken into account in the debt figures in the next budget and in the budgets 
following. The current debt projection of $20.063 billion may well be under once the budget and forward 
estimates take account of all the government’s plans. How does the government plan to repay that debt? It has 
only a limited number of options. The first option is revenue increases. There have already been revenue 
increases with the savage increases in electricity bills and an unexpectedly large increase in water bills. There 
has also been a revenue increase through the government’s cancellation of $500 million of tax concessions for 
small and medium businesses. The Treasurer has a third leg to his revenue strategy; namely, his agenda to secure 
a lot more revenue from Western Australian mining companies. He is hoping to secure between $500 million 
and $800 million a year in extra royalties from Western Australian mining companies. The second mechanism, 
which would be instinctive to this government, is the 1990s solution of privatisation. The Premier was the chief 
privatiser in the Court government in the 1990s. He sold AlintaGas and the Dampier to Bunbury natural gas 
pipeline. It would be quite natural for this government to eventually resort to privatisation to deal with its debt 
issues. The third possible mechanism is simply to cut back the capital works program. I do not believe the 
government would want to cut back on the sexy, high-profile nice-to-have projects. I think the government will 
short-change core infrastructure that is not politically attractive, but that is very necessary. I see that happening 
with the $650 million gap between what the Economic Regulation Authority regards as efficient investment in 
the Western Power network and what the government has actually allocated. People might well ask why we 
should care. We should care because debt has to be serviced and those debt servicing costs start to chew up 
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money that would otherwise go to improve services. We either lose improved services or there has to be an 
increase in taxes to maintain improvements to services. That is what happens in the general government sector. 
In the government trading enterprise sector debt servicing costs have to be met by an increase in bills. That is 
one reason why there have been savage increases in family bills. Family bills have increased to service the debt 
and to service additional revenue for the government through increasing dividends. This is a very serious issue. 
We have not seen such significant and huge increases in state debt for a long time. The danger is that WA 
families will pay the price. They will pay the price in lost services, in the short-changing of core infrastructure 
and in the savage increases in family bills. It is time for the government to say what its plan is and how it will 
repay this big increase in debt, which it has forecast since coming to office. That increase is a fourfold increase 
on the debt level it inherited, and it will increase to a fivefold increase on the debt level it inherited.  

The ACTING SPEAKER (Mr P.B. Watson): Order, members! There are many conversations going on in the 
house and that makes it very hard for Hansard to hear what is going on. I will call to order the next person I have 
to speak to.  

MR B.S. WYATT (Victoria Park) [3.15 pm]: I, too, rise to speak on this matter of public interest. In the past 
12 months, state debt has risen 60 per cent or $5 billion. That is why the opposition is demanding this afternoon 
that the government develop a plan to address state debt. State net debt levels have reached a position at which a 
clear plan is required. Further, the government has to be honest with the people of Western Australia. There have 
been high and savage rises in fees and charges and the withdrawal of essential public services for the people of 
Western Australia. Interestingly, I dare say that the Treasurer will not speak on this matter of public interest; 
rather, he will ask the Minister for Health to say a few words, the same minister who could not find funding for 
Albany Regional Hospital in the budget even though it was there. He will deliver the key response on behalf of 
the government. I am looking forward to what he has to say, because I know that the Treasurer will not 
comment, despite having some interesting form on this issue. The old wise man, as the member for Cottesloe 
refers to himself, has made a few comments on state debt in the past. I refer members to the Hansard of 28 
August, 1991 when the member for Cottesloe moved a motion for a select committee on state debt. It is quite a 
lengthy motion. It goes on and on. The crux of his argument was that from 1980 to 1991 Western Australia’s 
debt had increased by 370 per cent. That was the crux of the argument he made in August 1991 when I was 
furiously studying for my tertiary entrance examination. The crux of his argument was a massive rise in state 
debt over a decade. It is worth having a look at what has happened to state debt under the Liberal–National 
government in a short period. I will go through the total public sector debt position and make some reflections on 
the general government debt position.  

From 2008 to 2011—a three-year period—total public sector net debt will rise by 325 per cent. If we take that 
out to 2014, the forward estimates of the Treasurer’s current budget, the state of Western Australia will see a 
452 per cent increase in its total public sector net debt position. In 1991 the member for Cottesloe railed against a 
370 per cent over 10 years. We are now seeing rising debt levels that have never been seen before in Western 
Australia. The reason that the opposition thinks that key essential services will feel the brunt and the reason that 
the government is now forced to ratchet up fees and charges and increase dividend payout ratios from 
government utilities to save itself from its spending binge is because more and more of that total debt is held in 
the general government sector. In 2009 the percentage of general government debt as a percentage of total public 
sector net debt was zero, because there was no general government debt. I am sure the Leader of the Opposition 
is well aware of that. In 2010 the percentage of debt in the general government sector as a percentage of total 
public sector net debt is 1.7 per cent. In 2011 it will rise to 18.9 per cent; in 2012 it will be 24.9 per cent; in 2013 
it will be 26.8 per cent; and in 2014 it will be 28.9 per cent. Nearly 30 per cent of the state’s entire debt levels are 
now in the general government sector. We are going from a position just two years ago in which the general 
government sector was debt free to a position in which nearly 30 per cent of the government debt is now held in 
the general government sector. It is being held in areas from which the government cannot pass on the cost 
recovery process that we are seeing with electricity and water bills. What we are seeing is the withdrawal of 
essential services—the withdrawal of child protection services, teaching facilities and health facilities. That is 
what we see when we see that sort of debt level increasing in the general government sector, and that will only 
increase over time. We know that a suite of flagship programs under this government are yet to enter the budget 
forward estimates of this government. We know because we have seen it: Royal Perth Hospital is not there, Roe 
Highway stage 8 is not there, the northern reinforcement line—or whatever it is referred to these days—is not 
there. This government has made a huge suite of commitments that are yet to appear in the budget forward 
estimates. Also on the basis of last year’s budget and the budget just handed down by this government, revenue 
has increased across the forward estimates by $5.3 billion and surplus positions have increased across the 
forward estimates by $2.4 billion. We know that the surplus in the general government sector goes to pay for our 
capital works program, or our asset investment program, yet at the same time post the global financial crisis—
which we are all told we are in—debt levels will increase and rise to levels never before seen in Western 
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Australia. By 2014, $8 200 will be the debt burden of every single Western Australian—every man, woman and 
child. That is an extraordinary figure. 

I have quoted the Premier before and will continue to do so, and I look forward to him one day getting up and 
responding. When the Premier was last in opposition, he made the following point as the member for 
Cottesloe — 

… what really matters is how much is owed, when it will be paid back and the interest bill. That is the 
amount written on the cheque and the amount this State owes the bank. 

Mr C.J. Barnett: Is this the 1991 reference? 

Mr B.S. WYATT: No, this was when the Premier was Leader of the Opposition. There are very many occasions 
when the Premier pontificated about debt, yet now that he sits in the key chair, I dare say he will not rise and 
respond to the fact that debt levels on his watch will get to levels that are completely unsustainable. 

I want to make one final point about the increase in interest payments. As the Premier said, this is what matters: 
the interest payments, or debt-servicing costs, that are coming out of state revenue are what matters. In the public 
sector total interest payments will increase over the forward estimates by 86 per cent, but in the general 
government sector, which is taking on more and more of the debt burden, interest payments will increase by a 
massive 384 per cent between 2008–09 and 2013–14; that is, almost $600 million a year from the general 
government sector will be diverted to pay for the ballooning interest bill of this government. That is $600 million 
from the general government sector that will not be spent on schools, will not be spent on child protection 
officers and will not be spent on the health sector in Western Australia. That is the real consequence of debt 
getting to the level that we will see. It is here now: the last 12 months have seen a 60 per cent rise in net debt 
levels. This government needs to answer to the Parliament and to the people of Western Australia: what is the 
plan; how are we going to pay this down; and how are we going to get interest back to a sustainable level? The 
people of Western Australia need to know that over the following five years their fees and charges will go up 
even further and their key frontline services will be further and further withdrawn. 

MR C.J. BARNETT (Cottesloe — Premier) [3.23 pm]: Mr Speaker — 

Mr B.S. Wyatt: Prove me a liar, Premier!  

Mr C.J. BARNETT: The member for Victoria Park did that all by himself. 

Mr B.S. Wyatt: You’ve gotten to your feet — 

Mr C.J. BARNETT: I am quite pleased that the opposition has raised a matter of public interest motion on debt, 
because debt is important. 

Mr B.S. Wyatt: I’m glad you think so, and you are responsible for so much of it! 

The ACTING SPEAKER (Mr P.B. Watson): Members! 

Mr C.J. BARNETT: Mr Speaker, I am pleased that the member for Victoria Park went back and read my 
speech of 1991—a long, long time ago. 

Mr B.S. Wyatt: It was on microfiche! 

Mr C.J. BARNETT: I remember it well. It was probably the first significant speech I made in this place. 

Mr B.S. Wyatt: When’s the next one? 

Mr C.J. BARNETT: Fair point! That was one of my better speeches. 

Mr E.S. Ripper: I was there; I remember it. 

Mr C.J. BARNETT: It was a very good speech. I spent a lot of time on it, unlike many members of the 
Parliament. I spent probably two to three weeks preparing that speech. I did make all those points, and I made a 
lot of other points about debt. I remember it well. 

But let us move forward a couple of decades to the here and now. Listening to the member for Victoria Park is 
like watching an episode of Dr Who: he is either in the past or in the future but he is never in the here and now. 
Let us talk about the here and now. 

Mr E.S. Ripper: Here and now is this year’s budget. 

Mr C.J. BARNETT: I know; that is what it is about. 

Several members interjected. 

The ACTING SPEAKER: Members! 
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Mr C.J. BARNETT: Members might recall—not so much the budget speech but in public comments and media 
comment I made around the time of the budget—that I made it very clear that the area of concern I had within 
the state’s finances was the rising level of state debt. I made that very clear in every public address I gave and in 
every media comment I made. So, the member for Victoria Park is right — 

Mr B.S. Wyatt: That is why we are asking you what you are going to do about it. 

Mr C.J. BARNETT: The member for Victoria Park is right: it is the warning sign in our state finances. 

Again, let me go back in history. In 1991 there had been very little debate in the Parliament about state debt, and 
that is why I made the speech that I made. When we came into government, the Liberal–National coalition, as it 
was then in 1993, and Hon Max Evans as finance minister took on that debt issue with vigour. We took a lot of 
measures to reduce debt. I remind the house that one of the reasons the Lawrence Labor government lost the 
election when the coalition government was elected in 1993 was that it had lost the AAA credit rating. Members 
opposite like to talk about the AAA credit rating. There has been only one government in recent memory that has 
lost it; that was the Labor Party that lost it in 1993 when it had a very rapidly rising level of state debt. It was 
using large amounts of debt to fund recurrent services. There was very little to show in terms of new capital 
works or tangible achievements within government. That was poor financial management—disastrous financial 
management—coming on the back of the WA Inc period, when $1.5 billion had been lost with nothing to show 
for it. That is why the state’s finances were in poor shape and why the reputation of the state was severely 
damaged. 

It was the coalition government of the 1990s that regained the AAA credit rating. Yes, a number of measures 
were taken. Expenditure was brought under control. There were a number of projects that we would have liked 
to do that we did not do. Yes, there were privatisations. Privatisation of BankWest, the former State Government 
Insurance Commission, AlintaGas and the Dampier to Bunbury natural gas pipeline were significant in reducing 
state debt. We faced a situation financially probably comparable to the situation the Queensland Labor 
government is trying to deal with today—a problem of its own creation. 

Let us, however, move away from the past to the present. There are a number of points I want to make. Yes, the 
Budget Statements do show an escalating level of state debt, and that is as Treasury has forecast. I am concerned 
about that forecast. 

Mr E.S. Ripper: Don’t you feel embarrassed, given your previous record? 

Mr C.J. BARNETT: No, I do not feel embarrassed. 

Mr Speaker, I agree with the opposition that we need to manage that state debt, and I hope that the measures we 
are taking as a government will keep debt in control. The two logical questions in this discussion are: is the level 
of state debt in danger of increasing beyond a sustainable level; and what measures is the state government 
taking to control debt? 

Mr E.S. Ripper: And to repay it. 

Mr C.J. BARNETT: It is the total level of debt that really matters and its capacity to be served. 

The context in which this government came into power coincided in time with the so-called global financial 
crisis. As has been said many times, that wiped about $4 billion from the expected revenues of the state over a 
four-year period. It was an extraordinary blow to the state’s finances. 

Mr E.S. Ripper: But a lot of it has come back. 

Mr C.J. BARNETT: Some of it has come back. Nevertheless, an amount in the order of $2 billion was lost, but 
lost during that period of the last two financial years. That reflects the rise in state debt. We just basically lost 
billions of dollars. Schools, hospitals and the police service had to continue to operate; therefore, we have seen 
an increase in state debt. Royalty income was decreased, further impacted by the rise in the Australian dollar. We 
saw the property market in both price and turnover of properties slow dramatically, and added to that is the 
decline in revenue from the goods and services tax. It was not only a relative decline but also an absolute 
decline. Although the media continue to talk about the GST windfall, I fail to see it when I see that 
GST payments to Western Australia for the coming financial year will fall by $211 million. That is an absolute 
decline despite a growing population and an increase in retail spending. All those factors have contributed to a 
situation in which expenditure has necessarily been maintained; indeed, capital works expenditure was 
deliberately increased over the past two budgets to maintain economic activity in the state during that financial 
crisis. Expenditure has been maintained, if not increased, in capital works, and our revenue through the GST and 
as a result of the effects of the global financial crisis has declined; therefore we have seen an inevitable rise in 
state debt. The point is whether that debt can be serviced. The target that is now generally accepted and applied 
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by the credit rating agencies is that the cost of servicing that debt—in other words, the interest payments—
should not exceed 4.5 per cent of government revenue. We are well below that. For 2010–11 servicing costs are 
expected to be 2.4 per cent of revenue compared with 1.9 per cent for the current financial year, which is well 
below the 4.5 per cent level. While that ratio is rising from a low point, we expect it to taper off at about three 
per cent. Our capacity to service that debt, as measured by the credit agencies, is intact. If one looks at the other 
measure—the measure that was probably used primarily by the previous government—of net debt as a share of 
revenue, while that has increased from 61 per cent in 2009–10 to nearly 70 per cent on projection to 2014, it is 
nevertheless comfortably below the panic level of 90 per cent. I am concerned by those trends. I made that very 
clear on the day the budget was presented; however, it is manageable and it is in control.  

The fourth aspect that we should look at relates to some of those forward projections. We heard a lot of debate in 
this place about forward projections into the out years. Assumptions are made by Treasury in those projections, 
and one of those assumptions relates to interest rates. For 2009–10 the average interest rate on state debt was 
4.4 per cent. The figures that have been prepared by Treasury assume an increase in interest rates of up to 7.3 per 
cent in 2012–13. I do not know whether that is going to happen. I suspect that some of the problems in the Euro 
currency area, particularly the siesta economies along the Mediterranean, may mean that there is not a rise in 
interest rates to that level. It remains to be seen.  

Mr E.S. Ripper: If that happened, your revenue would suffer.  

Mr C.J. BARNETT: The Leader of the Opposition is talking about interest servicing costs. I am saying they are 
very sensitive not only to debt levels but also to interest rates. We may well find —  

Mr E.S. Ripper: If things turn bad, so does the revenue.  

Mr C.J. BARNETT: Yes, there is risk on debt and I am very conscious of it. One of the differences between the 
former government and this government in terms of the political cycle is that members opposite made their big 
and bold commitments at the end of their term in government, while we are making our big and bold 
commitments at the beginning of our term in government—and we actually intend to deliver on them! It is all 
very well in the dying months of a government to come out and promise railways and football stadiums. It is all 
very well to promise a new football stadium worth well over $1 billion and a railway to Ellenbrook. That is a big 
problem when a government is going out of office. This government has set down its agenda in capital works 
and projects right up-front. In our first 12 to 18 months in government, we have outlined our development 
program in schools, health, regional development and in major state development projects and in major capital 
city projects. Unlike members opposite, we did not just come out at election time with promises as a dying 
government; we came out with our agenda for this term in government. That is what we will be judged on. And 
that does add to debt. Both the Leader of the Opposition and the member for Victoria Park made valid comments 
about bringing those capital projects into the budget. I have repeatedly said in government that as we make 
decisions on projects—not just a thought bubble, member for Victoria Park — 

Mr B.S. Wyatt interjected.  

Mr C.J. BARNETT: Again, the member for Victoria Park is not listening. He needs to concentrate. As we make 
decisions as a government through a formal cabinet process — 

Mr B.S. Wyatt: As opposed to your thought bubbles!  

Mr C.J. BARNETT: If the member likes! As we make those decisions — 

Several members interjected. 

Mr C.J. BARNETT: I actually think that the member for Victoria Park’s thought bubble analogy is quite a good 
one. There is a point at which a government starts to think about what projects it should do and how it should go 
in a particular direction. The point is that there is a difference between a thought bubble and a cabinet decision. 
This government goes out, develops its policy, promotes it in the community —  

Mr B.S. Wyatt interjected.  

Mr C.J. BARNETT: Mr Acting Speaker, I am going to sit down. I am very happy to sit down  

Mr B.S. Wyatt: I know you can be very petulant when you want to be.  

The ACTING SPEAKER (Mr P.B. Watson): Member for Victoria Park, I call you to order for the first time.  

Mr C.J. BARNETT: It is like catching herring at Rottnest! I will use the analogy of the thought bubble. It is a 
colourful and expressive way of showing how policy can be developed. However, when that is taken through a 
careful, proper process and when cabinet then makes a decision, it is brought to account in our budget. That is a 
proper and correct way of going.  
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Several members interjected. 

The ACTING SPEAKER: Member for Warnbro, I call you to order for the first time.  

Mr C.J. BARNETT: For example, with the Oakajee port project, which is something that members opposite 
seem to be vehemently against —  

Mr E.S. Ripper: We criticise the financing, not the project.  

Mr C.J. BARNETT: — and still continue to criticise it! We have now brought that project into the accounts, 
because it is now in the bankable feasible study stage and we are confident that it is proceeding. We have the 
Perth waterfront project, which is a different example. We have allocated $21 million to planning.  

Ms R. Saffioti: That’s not enough!  

Mr C.J. BARNETT: Of course, it is not enough!  

Mr B.S. Wyatt: When will a decision be made on that?  

Mr C.J. BARNETT: I am trying to help the member for Victoria Park. We have allocated $21 million to the 
planning exercise, which is quite complicated; and when cabinet considers the planning to a stage, and when it 
makes a decision to proceed, which I am confident it will, we will bring the waterfront project, including its 
costings, into account. We might be six months off that project, but as that planning is done and we know exactly 
what the costings are, we will bring it into account. The state contribution to the Perth City Link project is 
$383 million. That has been brought into account because the decision is made and the contracts have been let 
and $119 million is already in the forward estimate for that project. In the Pilbara Cities project, nearly 
$900 million has been allocated for the development and brought into the accounts. The ME Bank Stadium has 
$80 million allocated in the budget. That is a clear decision, as reflected in the budget. It is a capital allocated 
project.  

Mr B.S. Wyatt interjected.  

Mr C.J. BARNETT: The Minister for Health will say something about it! In the Kimberley–Ord project, 
$220 million is being spent and construction is underway. Again, that is something that members opposite 
thought could not be done. There is a host of other projects around the state. The Browse LNG project has been 
allocated $111 million, mainly for the benefits package. There is still some way to go on that, but again it is a 
major project that is underway.  

Big areas of capital spending outside the state development projects are health and education. The Minister for 
Health, I am sure, will detail the development of those health projects. Yes, we have committed to a children’s 
hospital and we are about to start building the car park and to clear the site so that we can build a new children’s 
hospital on the QEII site, and as the development of that progresses—watch this space!—we will bring into 
account the funding for the children’s hospital. When we have that locked away, maybe we will even think about 
stadiums, but we will not make wild promises that we are not confident that we can progress and deliver.  

DR K.D. HAMES (Dawesville — Minister for Health) [3.38 pm]: Mr Acting Speaker — 

The ACTING SPEAKER: The minister was a bit late. 

Dr K.D. HAMES: I was expecting the shadow Minister for Health to get up. He is the Deputy Leader of the 
Opposition, after all!  

Mr Acting Speaker, I want to talk a bit about health and the health budget. One thing I found going out of 
government—as I found when I lost my seat in 2001—is that it is interesting to see from the distance —  

Mr P. Papalia: Out of Parliament! 

Dr K.D. HAMES: Yes, out of Parliament when I lost in 2001. It is interesting, coming back into government, to 
see the differences. I seem to recall that when we left, our debt was about $4.5 billion or something in that order. 
As a result of the boom in the Chinese economy we saw a massive improvement in state finances. I have to 
admit that when I returned after four years, I thought the debt situation would be somewhat less. But what did we 
find? We found that, no, the debt had not decreased. The debt had in fact increased from about $4.5 billion in 
2001 to $6.5 billion.  

Mr E.S. Ripper: No. The debt was $2.6 billion at the end of June 2008. 

Dr K.D. HAMES: At the end of the Leader of the Opposition’s term in government, the debt was about 
$6 billion.  

Mr E.S. Ripper interjected. 
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The ACTING SPEAKER: Order! I call the Leader of the Opposition to order for the first time. 

Dr K.D. HAMES: The point is that we would expect, in a period of record state finances, that the debt would 
have been reduced significantly. It was not reduced significantly.  

What has happened since that time? What did we find when we came back to government? The first thing I 
found when we came back to government was that the former government had under-funded Joondalup hospital 
to the tune of about $100 million. That was an extra $100 million that we had to find when we came into 
government to run the health system. We found that the cost of funding Joondalup hospital was now 
$220 million. Members opposite are saying that the debt that this government will incur should be considerably 
less. Which health projects would members opposite drop to get that debt to a lower level? Would it be 
Joondalup hospital—an additional $100 million to what the former government had budgeted for? Obviously 
not. Would it be Midland hospital—an expenditure of $360 million, of which $180 million is state government 
money? I would think not. Would it be Fiona Stanley Hospital—an expenditure of $1.76 billion? The total cost 
of construction of that hospital is a component of the future debt levels for that hospital. That is also the case for 
the hospital in your electorate, Mr Acting Speaker—an expenditure of $165 million. That hospital is debt funded, 
as are most of these construction projects. Would members opposite cut the funding for Albany hospital? I 
would not be surprised if they did do that, given that they never managed to fund that hospital in the time they 
were in government. However, I suspect they would not do that. So where would members opposite get that 
money that they complain about and say is a component of our debt? They would have to get it from other 
sources. I cannot see them cutting any of those health budget projects. But who knows what they will do? We 
have seen what has happened with your hospital, Mr Acting Speaker. 

The ACTING SPEAKER (Mr P.B. Watson): Order! Minister, when I am in the chair, I am the Acting 
Speaker. I am not the member for Albany, and you cannot refer to me as the member for Albany or talk about 
my electorate. I am the Acting Speaker, and you will give me that respect. 

Dr K.D. HAMES: Mr Acting Speaker, if you direct me not to do so, then so be it. But I understand that I can 
still refer to the member for Albany. 

The ACTING SPEAKER: Order! Minister, I am not directing you. It is a standard procedure of Parliament, and 
you should respect that. I call you to order.  

Dr K.D. HAMES: Thank you, Mr Acting Speaker.   

The issue with Albany hospital is that it was not constructed in the seven and a half years during which the 
previous government was in office.  

A massive amount of money is being spent within the Department of Health on a range of infrastructure projects, 
not only in the city, but also in country areas, which desperately need that additional health funding. What would 
have happened with the health budget under the former government? In the last term of the former government, 
recurrent expenditure growth in health increased to about 12.5 per cent. When we came into government, we 
found a debt in health of $40 million that had not been funded, growing to $70 million that had not been funded, 
and a growth rate of 12.5 per cent. That equates to an increasing cost in recurrent expenditure in the health 
department of about $600 million a year. We have been able to cut that growth in spending in health so that it is 
now at a sensible and reasonable level. That means that this government can now improve the quality of health 
in this state in terms of both recurrent expenditure and capital expenditure and set up this state for a very rosy 
future in health. 

DR E. CONSTABLE (Churchlands — Minister for Education) [3.44 pm]: I want to make a few comments 
about the importance of capital investment in our schools. This has, of course, been a priority for many 
governments, and it continues to be a high priority for this government. The provision of new schools in growing 
areas, and the provision of replacement schools, is a fundamental responsibility of all governments. It is a 
priority of this government to invest in the future of our young people by providing good schools and providing a 
comprehensive program for the development of infrastructure in our schools.  

Western Australia has a rapidly growing population. Members only need to drive north to the electorate of the 
member for Wanneroo, or south to the electorate of the member for Serpentine–Jarrahdale, to see the enormous 
number of new homes. We need to not only build new schools, but also replace some of the schools that already 
exist, particularly some of the high schools that were built in the 1950s and 1960s out of materials that certainly 
were not meant to last. We are committed to improving the quality of infrastructure in public schools throughout 
the state, and to increasing that infrastructure as the need arises. In doing that, we are supporting the young 
people of this state by supporting children’s education. There will always be investment in, and an asset 
improvement program for, our government schools. 
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Mr E.S. Ripper: The point is that we built more schools with less debt. 

Dr E. CONSTABLE: The point is that we are building schools because we need to—because there are growing 
areas in Western Australia and in Perth where we need to do that. The expenditure on public schools in this 
financial year will be $1 billion. Part of that funding is from state sources, and of course part of that funding is 
from commonwealth government sources. Just to give members some idea of what we need to do to provide 
schools in Western Australia, we will be spending $106.4 million for starting or continuing the construction of 
24 new or replacement primary schools. One of those schools is in Meadow Springs, member for Mandurah.  

Mr D.A. Templeman: Hear, hear!  

Dr E. CONSTABLE: I knew the member for Mandurah would approve of that. There will also be funding of 
$142.6 million for additions and improvements to 20 high schools and district high schools, and $65.5 million to 
progress new schools, including Baldivis and Butler senior high schools , and the redevelopment and 
replacement of Governor Stirling Senior High School. We are going to do something that I do not think the 
former government opposite did too much of—that is, make sure that we have improved schools in our regional 
areas as well. 

Mr M. McGowan: Ridiculous! 

Dr E. CONSTABLE: Ridiculous to improve schools in regional areas?  

Mr M. McGowan: No; a ridiculous statement that you just made.  

Mr B.S. Wyatt: When are you going to address the purpose of this MPI? 

Dr E. CONSTABLE: I am interested in making sure that there are schools for our young people to go to. That is 
my job.  

Mr B.S. Wyatt: We all are. But what is your plan? How are you going to pay the increasing interest bill? Can 
you address that? 

Dr E. CONSTABLE: We need schools, and we are going to continue to build them.  

Mr B.S. Wyatt: What is the plan? Can you address that? All you are doing is wasting time.  

Dr E. CONSTABLE: My plan is to make sure there are schools where we need them.  

Mr B.S. Wyatt: So you are not addressing the MPI. 

Dr E. CONSTABLE: I am addressing the issue that concerns me about capital works.  

Mr B.S. Wyatt: That has nothing to do with the MPI, minister.  

The ACTING SPEAKER: Member for Victoria Park! 

Dr E. CONSTABLE: Let me say once again: my job is to make sure that we have schools for young people to 
go to in this state.  

Mrs M.H. Roberts interjected  

Dr E. CONSTABLE: Well, we can always cut out Governor Stirling and spend the money somewhere else, if 
that is what the member for Midland wants me to do. The former government would have been doing exactly the 
same thing—building schools where we need them. 

The ACTING SPEAKER: Order, members! Minister, if you do not want interjections, do not encourage 
debate. 

Dr E. CONSTABLE: They interject anyway, Mr Acting Speaker.  

The ACTING SPEAKER: I beg your pardon? 

Dr E. CONSTABLE: Mr Acting Speaker, they interject anyway. 

The ACTING SPEAKER: Yes, I know, but the minister was referring to electorates, so do not come to me for 
protection.  

Dr E. CONSTABLE: Thank you for your advice, Mr Acting Speaker. 

Mrs M.H. Roberts interjected.  

The ACTING SPEAKER: Order! Member for Midland, I call you to order for the first time. 
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Dr E. CONSTABLE: I will conclude my brief remarks by repeating that the government is very proud of its 
record of providing good schools — 

Mr B.S. Wyatt: Six hundred millions dollars a year in the general government sector in interest payments, 
minister—how do you plan to address that? 

The ACTING SPEAKER (Mr P.B. Watson): Member for Victoria Park, I call you to order for the second 
time. You have had a chance to have your say. 

Dr E. CONSTABLE: A fundamental responsibility for the government is to make sure that we provide schools 
where they are needed. We will continue to do so in the manner we have been doing it. 

DR M.D. NAHAN (Riverton) [3.50 pm]: I would like to make a few comments on the issue of debt. Like the 
Premier, I was around in the early 1990s when we had a serious debt issue. It was a serious problem and, as the 
Premier has stated, I think this is one of the areas of public finance over which we have to have control. As has 
been quite correctly stated in the matter of public interest debate, debt will increase this year from just under 
$16 billion to $20 billion, which is a large sum in aggregate. The question is: can we afford it? The answer, quite 
clearly, is: yes. We have retained a AAA rating, and the various indicators that are accepted in relation to the 
affordability of interest as a share of revenue show that it is 2.4 per cent going to a maximum of three per cent. In 
1993, it was eight per cent of total revenue, and as a share of net financial liability was double what it is now. I 
encourage members to look at the two recent budgets in Queensland and New South Wales. Queensland, of 
course, has a large, $1.7 billion deficit, but its interest as a share of revenue is three times ours. Its net financial 
liability as a share of revenue is twice ours. The New South Wales rate is double ours. By general indicators, and 
in comparison with other states—admittedly, they are Labor states—we can afford it. 

The second question is: what is it being used for? I would have thought that members opposite, being nascent 
Keynesians, would recognise this point. Unlike in 1993, when debt was used in part to pay wages and other 
recurrent revenue, this is being used in full for capital. It is also being used for productive capital. Yes, a good 
deal of it is on the general government side for hospitals, roads, water, electricity and schools. Some are on the 
general government side, but they add to the productive capacity of the state and will help grow the state and pay 
it back. The questions I would like to ask members opposite are: what would have happened had we not 
increased capital works; and what if we had not, during the downturn, committed to the largest capital works 
program in Western Australian history, at least in aggregate, if not as a share of gross domestic product? Firstly, 
Mr Rudd would have had no partners. To stimulate the economy, Mr Rudd offered all states, including Western 
Australia, matching funds for a range of projects, including hospitals, housing and roads. If we had not gone out 
and done the additional borrowing, we would not have had the funds to match it, and the economy would not 
have been stimulated. Given the collapse of our revenue, we would have been a negative draw on the economy 
had we not provided this capital. We would have made the downturn even worse. I think this is something that 
members opposite would recognise. If we have large low debts, a sharp downturn in the economy and a large 
demand for capital works, we would use the downturn to keep the public sector going and to keep the economy 
stimulated. That is exactly what we have done. If we are to accept the general tenet of this MPI, members 
opposite argue that schools, housing and roads should not be built. This capital provision is the only way we 
could have built them. The largest underlying areas of expenditure are electricity, roads and water. 

MR J.C. KOBELKE (Balcatta) [3.54 pm]: It is very interesting that the Treasurer, the Deputy Premier and the 
Minister for Education made no contribution to the matter currently before the house. They had to leave it to the 
member for Riverton to actually make some sort of excuse for the Barnett government’s total blow-out in debt. I 
think it is absolutely appalling that the Premier and Treasurer does not have a plan for controlling debt and 
simply wants to avoid the issue. The member for Riverton said two main things. Firstly, he said that debt is 
growing but that the government can manage it, so that by the time debt hits the wall, the Liberal Party will no 
longer be in government and will not have to worry about it; that is, the government can get away with it for the 
next few years. That is fair enough; the government can keep on piling up debt and mums and dads will pay for 
it. This situation will not get to a critical point for a few years, and, by then, hopefully, the Liberal Party will be 
out of government. That is not a very good suggestion for managing debt.  

The second thing that the member for Riverton said was that this was about Keynesian economics and that the 
state government, along with the Rudd federal government, stimulated the economy. It did, to the extent that it 
backed the federal Labor Rudd government. However, the Barnett government’s approach was to cancel 
projects. It cancelled the infill sewerage program, which created jobs. It cut back on a lot of construction 
programs that were in the pipeline. It was about creating unemployment, not jobs. It was only when the Rudd 
government came along with huge stimulus packages that the state government was able to pick up the projects 
and match them—that is, it did so to the extent that it followed the Rudd Labor government. The state 
government’s approach was to cancel capital projects so that we actually lost jobs. When the global financial 
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crisis was at its worst, the state government stepped back from the plate; it did not step up. It came back later 
with the Rudd Labor government. 

It is very interesting that the Premier and Treasurer does not think that spiralling debt is something to be 
concerned about or something for which he should have a plan to manage. It was he who suggested a Dr Who 
plan; I think he has a TARDIS around the corner and he will jump into it and escape so that he does not have to 
deal with the debt problem that he is creating. It is a huge debt problem. We are seeing multiples of debt jumping 
over each other. Total public sector net debt in the last full year of the previous Labor government, as at 30 June 
2008, was $3.6 billion. If we take that as the base, after the Liberal–National government’s first year in power, 
debt had jumped to 1.8 times that amount. In the second year, it was 3.1 times the low debt it inherited from the 
Labor government. If we look at the end of the coming year, the end of June 2011, net debt will be 4.2 times the 
debt level the current government inherited. It then will go to 4.8 times, 5.2 times and 5.5 times. We are not 
talking about a 50 per cent to 80 per cent debt increase, year on year; we are talking about debt, according to the 
government’s forward estimates, that will be 5.5 times the level of debt it inherited.  

The government does not want to deal with debt and has no plan for it. It is not important to this government; it 
does not believe that it has to try to get debt in order. The three ministers who have spoken talked only about the 
government’s great projects, and that we are a state with huge opportunities and boundless horizons. There are a 
lot of things we want to spend money on—good things, regardless of who is in government—but all this 
government wants to do in this debate is trot out the good projects. That is not the point of the debate. The debate 
before the house is about the fact that this government is not controlling debt and has no plan to control debt, 
which means that mums and dads and ordinary people are being socked to pay interest on that debt. 

Mr R.F. Johnson: Rubbish. 

Mr J.C. KOBELKE: The Minister for Police says “rubbish”. He obviously does not know much. I refer to page 
41 of the Economic and Fiscal Outlook. It states — 

The major drivers of expense growth in 2010–11 include: 

It states, at the third dot point — 

• higher interest costs (up $196 million), reflecting the combined impact of higher interest rates 
and increasing levels of borrowings in support of the Asset Investment Program. 

The Minister for Police should either keep quiet or actually learn something about the debt problem. Further 
along on the same page, it states that expenses are forecast to increase and that one of the drivers will be — 

• higher interest costs, reflecting both higher interest rates and projected growth in borrowings;  

It is in the government’s own budget papers! There will be a huge impact on the budget because this government 
has lost control of expenditure. The government does not plan for all these good projects and make sure that they 
are funded. All we hear from the Premier is nonsense. The difference from the last Labor government is that it 
planned the projects and it funded them. We funded the southern rail—totally paid for it! We funded the first 
major desalination plant in Australia, and had the money in the budget before construction started. We put aside 
well over $1 billion for Fiona Stanley Hospital. It goes on and on! We planned, we funded, and we built. It took 
a bit longer. However, that is not this Premier’s approach. He says they are going to do it but will think about 
getting the money later. The projected multipliers of debt that I mentioned contain huge risks, because this 
government has committed to a lot of projects that are not in those debt numbers. The Perth foreshore project is 
not in the debt numbers! The new children’s hospital is not in the debt numbers! It goes on; project after project, 
dear and close to this Premier’s heart, are not in the budget figures. Therefore, to suggest that the increase in the 
net debt will be only five and half times what it is now is simply nonsense. This government reminds me of kids 
who have got hold of the lolly jar; they have stuck their hands in the lolly jar and are stuffing the lollies in their 
mouths! The trouble is that it will be the mums and dads who will get the tummy pain, because they will have to 
pay for it. They will have to pay for the debt this government is loading onto ordinary families. We saw that last 
year and we see it again this year. The average increase in that representative household parcel of charges—the 
increased charges placed on ordinary families and households—is over nine per cent a year. Across the eight 
years of the last Labor government, that increase averaged 0.3 of one per cent. There has been a nine per cent 
increase in household charges when the consumer price index increase—I am referring to the indicative CPI 
increase used as a reference point—is 2.1 per cent for the year coming and was 4.2 per cent for the year before. 
On the figures this government has used, there is an average inflation rate across the two years of just over three 
per cent, yet it has increased household charges by just over nine per cent. That threefold increase in charges on 
ordinary families and households is what this government is doing to pay for the interest on the debt that it is 
building up. This government does not have control of debt and does not have a plan for how to manage that 
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debt, and we have a Premier who, as Treasurer, simply wants to talk about all these great projects. No-one denies 
that there are great projects. This government has the right to set its priorities. We on this side can argue whether 
we agree with government’s priorities, but members opposite are the government. This state needs expenditure 
in many areas. We can talk about how many schools the government has built and how many schools the last 
Labor government built—they will not match us!—but that is not the debate for today. The debate for today is 
that this government needs to be pulled into line to manage debt. Yes; we need to build, but we need to build in a 
way that is sustainable and that will not direct the cost back to ordinary householders. There is no TARDIS for 
this Premier to jump into and whiz away to pick up some money—as he perhaps suggested in his earlier 
contribution. This debate is about having the discipline and the planning so that all these good and very 
necessary capital projects can be built, and built in a way in which we can manage the debt. The member for 
Riverton is correct. We have not yet hit the wall, but we are spiralling towards it, if these figures continue. These 
figures assume that we will have continued growth. The other real risk in these debt figures is that the 
government anticipates in its forward estimates a lot of costs; however, when it gets nasty, the Premier backs 
away from it. When we mention the continuing increases in household costs, he says that it is in the budget to 
give us a nice positive line to balance the budget, but the government is not actually going to do it. Therefore, 
when it comes to the hard decisions in the out years, this government is not committed to the forward estimates 
and is not committed to planning, but it wants to spruik the good points. The government wants to say that it has 
balanced budgets into the future; however, when it comes to the hard things that have to be done to achieve that 
balance, the government will not stand behind them. That causes great concern that the debt that is already in the 
figures is an underestimation of the debt that we will have if this government continues to govern in the way that 
it is governing.  

MS R. SAFFIOTI (West Swan) [4.05 pm]: What have we learnt from the government today? We have learnt 
there is no plan to pay the massive debt being incurred by this government. We have now learnt that there is a 
difference between a thought bubble and a decision. The Perth waterfront is a thought bubble. A new Princess 
Margaret Hospital for Children is a thought bubble. A new Royal Perth Hospital is a thought bubble. Roe stage 8 
is a thought bubble. I now expect the budget papers will need a separate chapter titled “Thoughts and Reflections 
of the Premier”—just under “Statement of Risks”.  

Mr C.J. Barnett: It will be a bestseller! 

Ms R. SAFFIOTI: This is a government that does not believe in financial accountability and does not believe in 
financial responsibility. We have a Premier who makes it up as he goes along. It is okay for him, because he will 
probably not be around to have to pay for the debt. It will be for future generations, for our children, to pay the 
debt being incurred by this Premier. It will be our children who have to pay for these unsustainable increases in 
debt. There is no plan to manage the finances of this state. The Premier laughs when we talk about thought 
bubbles, but it basically shows that he is not committed to financial accountability and to financial management 
in this state. What he is committed to is hitting Western Australian families with super taxes—a super electricity 
tax and a super water tax, with more super taxes to come! 

Question put and a division taken with the following result — 
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Ayes (24) 

Ms L.L. Baker Mr J.C. Kobelke Mr P. Papalia Mr P.C. Tinley 
Ms A.S. Carles Mr F.M. Logan Mr E.S. Ripper Mr A.J. Waddell 
Mr R.H. Cook Ms A.J.G. MacTiernan Mrs M.H. Roberts Mr P.B. Watson 
Ms J.M. Freeman Mr M. McGowan Ms R. Saffioti Mr M.P. Whitely 
Mr J.N. Hyde Mrs C.A. Martin Mr T.G. Stephens Mr B.S. Wyatt 
Mr W.J. Johnston Mr M.P. Murray Mr C.J. Tallentire Mr D.A. Templeman (Teller) 

Noes (29) 

Mr P. Abetz Mr M.J. Cowper Mr R.F. Johnson Mr A.J. Simpson 
Mr F.A. Alban Mr J.H.D. Day Mr A. Krsticevic Mr M.W. Sutherland 
Mr C.J. Barnett Mr J.M. Francis Mr W.R. Marmion Mr T.K. Waldron 
Mr I.C. Blayney Mr B.J. Grylls Mr P.T. Miles Dr J.M. Woollard 
Mr J.J.M. Bowler Dr K.D. Hames Ms A.R. Mitchell Mr J.E. McGrath (Teller) 
Mr T.R. Buswell Mrs L.M. Harvey Dr M.D. Nahan  
Mr V.A. Catania Mr A.P. Jacob Mr C.C. Porter  
Dr E. Constable Dr G.G. Jacobs Mr D.T. Redman  

            

Pairs 

 Mr A.P. O’Gorman Mr G.M. Castrilli 
 Ms M.M. Quirk Mr I.M. Britza 

Question thus negatived.  
 


