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ESTIMATES OF REVENUE AND EXPENDITURE 
Consideration of Tabled Papers 

Resumed from 8 October on the following motion moved by Hon Stephen Dawson (Minister for Environment) — 
That pursuant to standing order 69(1), the Legislative Council take note of tabled papers 4389A–D 
(budget papers 2020–21) laid upon the table of the house on Thursday, 8 October 2020. 

HON DR STEVE THOMAS (South West) [2.12 pm]: Thank you, Madam President, for the opportunity to make 
some brief comments—perhaps—on the 2020 budget. This budget, no doubt, will go down in history partly because 
it is a budget in response to the COVID-19 pandemic, but partly because it has potentially missed the opportunity 
to significantly respond to a crisis that this nation has not seen for approximately 100 years. 
Members who have watched politics, particularly political satire, for some time will be aware of the show 
The Hollowmen, which, like shows that preceded it, had a touch of realism that was disconcerting for many members 
of Parliament. One episode of The Hollowmen focuses particularly on the budget. In that episode, the group around 
the Prime Minister witnesses the head of the Department of the Prime Minister and Cabinet, Phillip, leaving the 
Prime Minister’s office looking very happy with the impending budget, because, as he said, “It’s a no-frills budget—
none of these cheap theatrics that go on in a budget process that you so often see. Treasury is very happy.” Then, 
of course, the first thing that happens is the rest of the Prime Minister’s advisers panic because it is a budget 
without frills—it is one that has been perfectly designed by the bureaucrats and Treasury, which means that they 
are very happy and the Prime Minister and his side are not. If members watch the rest of that episode, they will 
see a particularly poignant repeated component, which I call the whistle effect, that the budget has no “fweet” 
factor—it has no whistle effect. 
Hon Sue Ellery: You had no whistle effect either. 

Hon Dr STEVE THOMAS: I am sorry. I did not want to whistle too loudly. I was trying to be very sensitive around 
the “fweet”. I could have done all sorts of things, but I was trying to be very tame. There was no whistle effect. 

The PRESIDENT: I do not think Hansard picks up sound effects, member. 

Hon Dr STEVE THOMAS: That is good because I was trying to lift the standard of debate to what I think it should 
be. I did not want to wolf whistle or do anything else across the chamber to bring down the standard of the debate. 

But there is no whistle effect in the budget. As I read the Western Australian 2020–21 budget papers, it struck me 
that we would struggle to find a whistle effect anywhere in the budget. The budget does not have a grand vision or 
design; it is a budget that has a limited response to the coronavirus crisis. Madam President, it certainly has no whistle 
effect. It has no vision for the state going forward. It is, in effect, a status quo budget. I am sure that Phillip would 
be very pleased with the state budget of 2020–21. It is a budget that a Department of Treasury would revel in—
straight down the line, very much steady as we go. 

That belies the fact that we have been through a significant economic crisis. I give some credit to the government: 
we are at risk of a significant health crisis. I think it has to be said that Western Australia’s crisis has been limited, 
effectively, to an economic rather than a health crisis, and well done for those outcomes. I remember a debate in 
this chamber at the start of the COVID-19 crisis, in which I suggested we could save the economy or the people but 
we could not do both. I have to say that there has been some opposition to that concept and some disagreement, but 
I maintain that case: it is very difficult to do both. In Western Australia, we have a degree of safety probably not 
seen anywhere else in the world, I suspect; it is very close to the safest place in the world. Other places are very, 
very similar. However, that in itself poses a risk to the future; that is, the longer we have a hard border and a safe 
community ensconced within that hard border, without some form of protection that comes from outside, the more 
vulnerable that population will become over time. Coronavirus is spreading around the world and we are measuring 
infections in the millions—in fact, I think there has now been just over one million deaths—and we are measuring 
the infection rate in the tens to hundreds of millions. If a vaccine is generated in the next 12 months, a safely 
ensconced community with a hard border will be protected. But if that does not occur, this government will face 
a crisis and it will have to decide how long that hard border remains in place without a vaccine. Will it be six months? 
Will it be 12 months? 

Making a coronavirus vaccine is not an easy thing. There is only one at the moment and that is used in the animal 
sphere; it is a canine coronavirus vaccine and it took many years to develop. This is not an easy virus to put together 
a vaccine for. Although we often read about the potential for vaccines to be developed in the short term, the reality 
is it may be a very long period before we see an opening—before we see a vaccine that protects the community 
within our hard border. It makes me think that there will have to be a reckoning at some point in the not-too-distant 
future about how hard or how porous that border is. It is absolutely the case that the border is not as hard as it is 
made out to be. Many people have come across the border. It is a permeable membrane, rather than a rock wall. 
Thousands of people have entered—obviously, with quarantine and testing in as safe a mechanism as possible. Do 
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we simply relax those border controls? Do we make that membrane more permeable over time until it is reasonably 
permeable and we get a greater flow of people moving in and out of this state? Over what period of time does 
the government think that is an appropriate response? Again, is that a one-year response, a two-year response or 
a five-year response? I suspect we will see some significant developments and perhaps the announcement of a process 
that the government thinks will be usable for our borders somewhere about the third Saturday of March 2021. The 
government will have got past its next issue and it will have to address the longer term ramifications. My Nostradamus 
prediction is that somewhere between a week to a month after the next state election, we will see a strategy put in 
place and perhaps a set of guidelines on the point at which the hard border becomes a semipermeable barrier before 
it gradually melts down to become an open border once again. I think that will be a very interesting process. 

This budget absolutely missed an opportunity, and I was a little surprised to see that it did. I wonder at the strategy 
of the government and the Treasurer on this, because they certainly had the opportunity to invest more. At a time 
of crisis around the world, when economies have been crashing and governments have been spending to the 
point of deficit and debt levels unseen in history, this government chose to keep a budget surplus. Be in no doubt, 
honourable members, that it was an absolute choice about whether the government had a budget surplus or invested 
more heavily in the community. There is a significant difference between the response of the commonwealth to 
the COVID crisis and the response of the state. We can see that quite starkly in their bottom line budget figures, 
with the commonwealth budget having a deficit of $213 billion and debt heading to $1 trillion. The commonwealth 
government invested heavily in the community to protect it as much as it could from the economic ravages of 
COVID-19. In fact, the federal government has probably become the most Keynesian of governments that we have 
seen, because it seems as though we are all Keynesians now. It is a debt of $213 billion that will theoretically be 
paid sometime in the future. 

It is interesting to have a little conversation about what happens with the stimulus package. It is going largely to 
business and families with tax rebates and instant asset write-offs. I will talk about instant asset write-offs in a bit 
more detail, but the money is going directly into the pockets of families through tax returns and directly into the 
pockets of businesses. I will be very interested to see the response of the various parties in the chamber to that strategy. 
We have never quite got to a debate in this place, which was raised when we did not have time, on an issue called 
the trickle-down effect. That is not to say trickle-down economics, because there is a difference between trickle-down 
economics and the trickle-down effect. Trickle-down economics was presented in the Reagan era of America when 
massive tax deductions for companies were expected to stimulate the economy to a point at which all people 
benefited; that was trickle-down economics. That was generally proven as ineffective in a lot of cases. There were 
plenty of studies to say that it had a very limited effect. It had a small effect, but it was very limited. The trickle-down 
effect is somewhat different. That is the position whereby the investment of money into an economic system shifts 
between the various layers of that system, so, for example, if a business is given a tax deduction, it may well 
employ an additional person. That person then receives an income. That income is spent on consumption and that 
consumption therefore goes around in the cycle. It appears to me that every political party seems to believe in the 
trickle-down effect—I will be particularly interested in the position of the Greens on this when we get to hear 
some of their spokespeople. 
Several members interjected. 
Hon Dr STEVE THOMAS: There may be an exception to the case. On the one hand, trickle-down economics is 
problematic. The trickle-down effect is a completely separate thing. What is the federal response? It is to invest in 
various layers of the economic community on the assumption that the trickle-down effect sees that money move 
to the various spheres. I have not heard the Labor Party opposed to those concepts. I do not think Labor Party is 
opposed to anything that the commonwealth government has proposed in its COVID response. In fact, I understand 
that the federal opposition, the Labor Party, is proposing that it should go further. There appears to be a fairly general 
level of support for this trickle-down effect—not trickle-down economics, but the trickle-down effect. 
Hon Diane Evers: Unless the money goes overseas. 
Hon Dr STEVE THOMAS: Yes, but that applies to every investment. Every investment that goes overseas pulls 
money out of the economy. 
Hon Diane Evers interjected. 
Hon Dr STEVE THOMAS: The member raises a valid point and it is worth considering. If money is put into the 
various levels, much of it stays within Australia; that is why it is happening that way. Funnily enough, in the 
COVID environment, it is very hard to take money overseas and spend it, so it is going into the economics circle, 
as it were. I am not going to break into song and do the circle of life, because I am not very good at singing! 
Hon Alison Xamon: That is a shame! 
Hon Dr STEVE THOMAS: Yes! 
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The money certainly goes into that circuit and circulates around the Australian economy. That is how the system 
works. We do occasionally lose a little bit overseas, but in this COVID environment it is very hard to shift it overseas, 
so that economic impact is very important. However, there is a critical component to this: it works only if people 
take that additional—I was going to say “handout” but that is not the case—income or revenue and spend it, so the 
trickle-down effect is engaged in. People have to spend it. If a business is given a tax cut and that tax cut goes directly 
to the business owner and goes back off debt or they put into the bank account for future income, the trickle-down 
effect obviously does not work. It is the same with families. Families get that additional income—even, for example, 
the additional $600 per household that has been given to them by the state government in the budget. It was one of 
the few state budget mechanisms. It was announced roughly a few days before the budget, as is the modern trend. 
We start selling about a week out and we keep going. That is the $600. As the Treasurer himself has said, if people 
are not going to spend that $600, it is not going to have the economic stimulus approach required. He is on the 
record as saying that at least 70 per cent of that additional income should be spent. That will go into the economic 
cycle and thus the trickle-down effect will start to work, and that is what we will see. Why is this important? It is 
important because of the double standard that applies between what the government is asking of the community 
and what the government is doing itself. When the community gets additional revenue, the government is asking 
it to spend it for the sake of the economy—“Spend it for the people. Take that money and spend it. We are all 
Keynesians today.” Members might note that a few months ago, the Minister for Local Government was hounding 
local governments to go out and spend their reserves because the economy needed stimulating. Many of those 
reserves had been set aside for specific projects. I remember a debate in the house during which I said that, in my 
view, if the state government wanted local governments to spend their reserves, it should underwrite those amounts 
in case they were required for the specific projects for which they had been set against. The Leader of the House said 
that she would take that recommendation to the minister. It did not go anywhere, but sometimes we make suggestions 
that do not get up. I get that. It is absolutely the case that this government said to local governments that they 
should go out and spend their reserves because that would be good for the economy and the community. 
But what happened when the state brought down its own budget? It has a $1.2 billion surplus. The state government 
is saying to people that they should spend the cash that it is giving them, because that is good for the economy. 
The government believes in the trickle-down effect. The government told local governments to spend their cash 
reserves on projects to support their communities. The government believes in the trickle-down effect. That works. 
But when it came to the state government’s own budget, do members know what the Premier and Treasurer said? 
They said, “We need to put this away for a rainy day. We need this $1.2 billion in case there is a second outbreak.” 
They did not say to local government, “Keep these reserves in place because, you never know, there might be a second 
wave and local government might be required to step up at that point and support the community.” They did not 
say to the people who will receive $600, “Do you know what? We recognise that you’ve been doing it tough. 
Here’s $600. Tell you what, though, put it away in case there is a second wave, because more people might lose 
their jobs. You might be struggling with your next mortgage payment, insurance bills or power payments. Put that 
$600 away.” No! This government went out and said, “It is important that you spend, for we are Keynesians and 
we think that spending is the solution—for everybody else, but us! We will save our money, because that’s to our 
advantage.” In the simplest of terms, that is how people get rich. How people get rich is that they convince everybody 
else to spend their money while they save theirs. Let us look at the trickle-down effect. As money moves through the 
system, the people who are rich manage to accumulate a bit more of it than the people around them who are simply 
cycling it through. The state government has a $1.2 billion surplus, largely due to a whole range of things that we 
will discuss in a minute—the words “iron ore royalties” may come into the debate at some point, Madam President. 
The government tells people to go out and spend, but it will not. It is a case of do what we say, not what we do. For 
no other reason than that, this budget is a wasted opportunity. It is a good way to keep the budget looking good, 
as the government will have money in the bank. 
Hon Diane Evers: They are spending an extra $5 billion; that’s a start. 
Hon Dr STEVE THOMAS: We will come to that. The government also has that much more money coming into 
its revenue. 
Hon Diane Evers: They’re not spending money they don’t have. 
Hon Dr STEVE THOMAS: The government is not spending money that it does not have; it is taking advantage 
of a windfall for its various projects. 
Hon Sue Ellery: Do you want us to spend money that we don’t have? 
Hon Dr STEVE THOMAS: No; I am saying that the government should spend the money that it does have. 
Hon Sue Ellery: We can do that and save for a rainy day as well. Isn’t that a good thing? 
Hon Dr STEVE THOMAS: The whole point is that the government has the capacity to do far more. 
Hon Sue Ellery: That is the point. You don’t think we have spent enough; that’s your point. 
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Hon Dr STEVE THOMAS: Yes. The government could have done more—absolutely. 
Hon Alannah MacTiernan: Member, you also must be conscious that you have to be careful that at some point 
you don’t overheat the economy. If you look at the size of the infrastructure spend in WA, it is going to be massive 
over the next four years. 
The PRESIDENT: Members, I have to remind you that this is not an interactive sport. There is only one member 
on their feet. I know that you are trying to help him. 
Hon Dr STEVE THOMAS: Thank you for your assistance, Madam President. 
The minister made a good point. There comes a point when the government can spend so much on infrastructure 
and so much on programs and then cannot spend anymore, but I do not think there is any suggestion that the state 
government has reached that point. In certain areas, it probably has; for example, the capacity to get Metronet projects 
constructed appears to be somewhat, let us say, overheated. The capacity to get those projects out on time and on 
budget is something that the government has struggled with. But that is not to say that that is the only area in which 
the government might invest. There are plenty of other areas of investment that the state government might consider 
as part of its COVID response. Probably most importantly, much of that response can come from the private sector, 
which has the capacity, but in times when COVID has struck, it does not necessarily have the funding. When the 
federal government decided to invest $213 billion of deficit plus its overall budget, basically bringing it close to 
doubling the debt level of this country, which is heading towards a trillion dollars—something like 50 per cent of 
GDP—it took into account the capacity within the system to deliver those projects. There is no doubt at all in my 
mind that the state could have delivered more in the way of projects. 
Hon Alannah MacTiernan: But, member, do you acknowledge that a federal government that can print money—
according to modern monetary theory, almost endlessly—is in a different position from state government? 
Hon Dr STEVE THOMAS: It is. I am glad the minister brought that up, because modern monetary theory is an 
interesting debate. I will make a slight diversion into modern monetary theory, but before I do, given that this is 
a speech about the budget, which can go to all sorts of different areas, and the minister has made a point, I will just 
raise an issue that was raised last week. The minister made reference to my nonattendance at a Grain Industry 
Association of Western Australia event, during, I think, the response to my question last Thursday. 
Hon Alannah MacTiernan: Only because you’ve been saying that I’m not interested in traditional agriculture, 
so I thought I would use it as a point. 

Hon Dr STEVE THOMAS: Absolutely—fair cop. I am going to use it as a point back. It was 15–0; let us see 
whether I can make it 15–all. The minister made a reference to my nonattendance at a Grain Industry Association 
event. We looked into that. It turns out that, much to the embarrassment of the organisers, I was not invited—they 
had not kept up with the transfer of portfolios. 
Hon Alannah MacTiernan interjected. 
The PRESIDENT: Order! 
Hon Dr STEVE THOMAS: They were immensely apologetic. But coincidence is an amusing thing to come across. 
Members might like to note that on the same day that this question was asked and an admittedly gentle haranguing 
occurred—I am sure that we will do far worse than that on occasions—I did attend, on that evening, the event held 
by CBH Group to celebrate the beginning of the harvest season. We are talking about traditional agriculture; it is 
a bit hard to get more traditional than CBH. I am sure that the minister was invited to that event. I suspect the minister 
was very busy doing something and could not attend. I did not see a single Labor member there, but I did note that 
the Parliamentary Secretary to the Minister for Agriculture and Food, who I suspect would have been representing 
the minister, must have been on the invitation list, and I was concerned by his absence. How do I know most 
particularly that the parliamentary secretary did not attend this very important event? It is because at the end of the 
night, I walked away with his name badge! 
Hon Darren West: That’s creepy! 
Hon Dr STEVE THOMAS: I walked away with his name badge—Hon Darren West, MLC, Parliamentary Secretary 
to the Minister for Regional Development; Agriculture and Food; Ports! I wonder whether I should seek the permission 
of the house to table this name badge. Madam President, can I seek leave to table the parliamentary secretary’s 
name badge, just to reinforce that what goes around comes around? 
The PRESIDENT: We might do that, member; it might fit into the category of faxes. The member seeks leave to 
table that document. Is leave granted? 
Leave denied. 
Hon Dr STEVE THOMAS: I thought that might be the case; Hon Simon O’Brien tries to keep the house to the 
highest of standards! 
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I thought that was funny. On the very same day that I was harangued for not attending a meeting I did not know 
about and was not invited to, the government also did not attend, even though the parliamentary secretary had 
obviously indicated to the organisers that he would. I would be very cautious about taking those kinds of shots, 
because it can come back to bite you on occasion. 
Hon Simon O’Brien: I hope he wasn’t in hospital with a broken leg; that would be awful. 
Hon Dr STEVE THOMAS: Well, he is walking around today! 
We were going to divert a little into modern monetary theory and get back to the issues of economics in the budget. 
The PRESIDENT: I think you did divert, yes. 
Hon Dr STEVE THOMAS: Yes, I think we did divert; my apologies, Madam President. It just seemed like such 
a good opportunity. I will give this back to Hon Darren West some time over the sitting week. 
Hon Darren West interjected. 
Hon Dr STEVE THOMAS: Sorry, peanut gallery? 
The PRESIDENT: Order, member! You can direct your comments to me. You do not need to turn and engage 
with other members and be distracted or pick up interjections, because you know they are unruly and unnecessary. 
Just focus on what you need to focus on. 
Hon Dr STEVE THOMAS: Thank you, Madam President; I would hate to run out of time. I will get back to the 
debate before the house. 
Modern monetary theory has been mentioned, and I think it is worth a little examination. For those members who 
are not aware of this modern trend, I guess one could argue that it was initiated to some degree, but not really to 
the level it currently occupies, by John Maynard Keynes. Modern monetary theory has developed as we have become 
a more, let us say, artificial economy. The theory that is presented is that if a government needs additional money 
for any purpose, it can simply print it, because governments are too big to fail. Certainly, there have been some 
examples in which this theory has been justified, probably the most obvious of which was the global financial 
crisis, and a couple of other events since then. 
The printing of money to expand an economy has been used by many modern economies around the world. These 
days we do not call it “printing money”, because that does not sound so good; we call it “quantitative easing”, which 
makes the process sound a lot more technical than it is. Effectively, it means that if a government wants to stimulate 
an economy, it effectively just prints more money and throws it into it. Of the more extreme historical examples 
was post–First World War Germany, when the reparations imposed on Germany by the victors were so massive that 
there was a massive expansion of the amount of money in its economy, which resulted in hyperinflation because 
the money could not be absorbed. Something similar occurred in Zimbabwe as it struggled to get its economy back 
in one piece, and I think that struggle continues. 
Most proponents of modern monetary theory suggest that any government can simply start printing money if it needs 
more money. This becomes part of the point raised by the minister: modern monetary theory obviously only applies 
to sovereign nations that have the capacity to print money. I am not one of what I call the “illiterati” who propose 
that Western Australia should withdraw from the Federation and form the sovereign nation of Western Australia. 
That crops up every now and then when someone from a minor party wants to make a bit of political mileage, but 
I am not of that ilk. Obviously, modern monetary theory is limited in its application in Western Australia because we 
do not print our own money, and it obviously would not work if we did. If one state were to start printing Australian 
currency and other states did not, the whole process would obviously fall apart. It only applies to sovereign nations. 
I find it particularly interesting that proponents of modern monetary theory who tell us that we can simply print as 
much money as we need never suggest that we print money to buy the things we want, because that would obviously 
be the most honest component. If, for example, we wanted to spend $400 billion on submarines, we could print 
off $400 billion, get a mighty big suitcase and take it to whomever we are buying the submarines from and pay for 
them. No-one has ever suggested that, but that is, in effect, what modern monetary theory suggests we could do. 
In a true academic sense, it does not matter how much we print, but they do not suggest that. They suggest that we 
borrow the $400 billion and, at some time in the future when it needs to be repaid, the government of the day can 
just print the extra money because it would then theoretically have an expanded economy, and the $400 billion 
that it would print would be worth significantly less than the $400 billion that was borrowed to buy however many 
submarines $400 billion buys; I suspect it would be a surprisingly small number. 
This is part of my problem with modern monetary theory. It relies on a couple of preconditions. The first is one that 
I am pretty sure the Greens do not believe in—unending economic growth. The theory relies on the philosophy that 
the economy will always grow, so what a government pays off is a smaller representation of the money it actually 
borrowed in the first place. 
Hon Alannah MacTiernan: Is that right? Are you sure about that? 
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Hon Dr STEVE THOMAS: Yes, in the purest form of modern monetary theory, it would just print the money off 
and hand it over, but no government has proposed that and no government is doing that. The proponents of MMT 
are saying — 
Hon Alannah MacTiernan: I’m not sure Zimbabwe is not doing that. 
Hon Dr STEVE THOMAS: I did say there were still issues about whether Zimbabwe has actually rejoined the 
economic community. 
The theory is not that a government just prints off money and spends it; it is that a future government will print off 
the money down the track. The modern monetary theorist says, “I believe in this principle, but I’m not going to 
test it when I’m responsible for it. I’m going to test it sometime down the track when, in theory, my $400 billion 
is actually worth a lot less.” 
That obviously requires two things. It requires a never-ending expansion of the economy so that today’s $400 billion 
is, in 10 or 20 years, worth less. The economy has to be bigger. What is the current economy? It is about $2 trillion. 
That means $400 billion is five per cent of the economy, but if the economy has grown by $30 billion or $40 billion, 
it is a much smaller percentage. The first concept is that the economy has to grow continually. 
The second concept is that none of the governments that are in power between the purchase being made and the time at 
which the purchase has to be paid off does the same thing that we do. If everyone were to use modern monetary theory 
to borrow in the hope that someone in future will pay it off, it will obviously never be paid off. There are some proponents 
of modern monetary theory who suggest that paying it off, in the end, does not really matter. There we go to the heart of 
modern monetary theory—that it is never paid off. We can probably see this in action most clearly in the fiscal economy 
of the United States. Its debt levels are almost beyond its $20 trillion annual economy; that is a $20 trillion debt. 
Hon Diane Evers interjected. 
Hon Dr STEVE THOMAS: That is right. As long as interest rates stay low, it is an additional cost. Right now, when 
interest rates are pretty modest, it is not much of a cost. If the modern monetary theorists are correct and, effectively, 
the economy is not linked to debt, deficit and repaying debt over time, what happens when interest rates start to 
rise? They say that we should just print money to boost the economy. If we boost the economy, central governments 
and central banks have to raise interest rates to manage the economy to prevent it from overheating, so today’s 
$1 trillion debt with interest rates at one per cent, for the most part, is not a huge amount of money—$10 billion 
in interest. What if the interest rate goes to five per cent? Suddenly, the interest payment is $50 billion a year. The 
same applies at the state level. The problem is that there does not appear to be an end point. Is Mathias Cormann 
still the federal Minister for Finance? He gave his last speech, I think, but I cannot remember when he leaves. 
Hon Charles Smith: Two more weeks. 

Hon Dr STEVE THOMAS: Two more weeks. The current federal Minister for Finance said a couple of months 
ago that in his view modern monetary theory was fanciful and inaccurate, and I have to agree with him. I think 
that is a completely accurate statement. Although I recognise the theory of it, it is like a few other economic theories; 
it works in practice only if certain underpinning principles apply, the most important of which is that there is unending 
economic growth and that governments do the right thing and live within their means. Those underpinning principles 
appear to be incredibly small and unlikely prospects. 
I would have another crack at tabling this name badge but since the President ruled against it previously, I would 
probably be wise not to. 
There is an issue with modern monetary theory. Interestingly, I do not think that the state government or the state 
Treasurer are huge fans of modern monetary theory because the Treasurer is running a budget surplus and talking 
about debt. 
Hon Alannah MacTiernan: There is a difference between state and federal governments. 
Hon Dr STEVE THOMAS: We agree on that. Absolutely there is a difference between state and federal 
governments. As we have said before, state governments do not print their own money. Even if we were adherents 
of modern monetary theory, we in the state legislature of Western Australia would be unable to participate in and 
take advantage of it. Surely, if the world were so easily accepting of that monetary principle, no-one would be too 
concerned about a $1 trillion debt, but I can tell members that the $1 trillion debt has raised a lot of eyebrows. I do 
not think that the modern monetary theory stacks up either at a state or federal level, and I am pleased to say that 
I do not think the federal government thinks it does either. Instead, the federal government has taken a pragmatic 
approach—let us call it the Friedman approach—in economic terms. In practical terms, this government has 
maintained a budget surplus when it could have done significantly more. 
Why did this government achieve a budget surplus? That is the next question I think we need to address. It maintained 
a budget surplus, principally, for two reasons. The first and most significant reason is the price of iron ore. 
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Hon Alannah MacTiernan: That is your favourite topic second only to PFAS. 
Hon Dr STEVE THOMAS: They are both very important topics. I have been so busy asking questions about iron 
ore over recent months that I have not had a chance to ask my questions on PFAS, but I will get back to it, minister. 
I spent most of 2018 discussing PFAS, but at the beginning of 2019 something changed, and that was the price of 
iron ore. At the beginning of February 2019, it jumped to $US90 a tonne. Having a strong interest in economic 
matters, on 12 February 2019, I asked the minister representing the Treasurer — 

In light of the globally significant and ongoing problems experienced by Vale, Brazil, in the production 
of its iron ore, which has resulted in a local price of $US90 a tonne for iron ore being realised, what would 
be the predicted impact on the state’s iron ore royalty income over the next four years should the average 
iron ore price remain at $US90 a tonne? 

The response was — 
A scenario where the average price of iron ore remains at $90 a tonne has not been modelled, as this 
assumption is highly unrealistic. 

Shall we move to the — 
Hon Alannah MacTiernan: Should we be more like Christian Porter who, when he was Treasurer, decided that he 
would write into the budget the fact that we were going to get a redistribution of the GST, even though the federal 
government had made no suggestion or agreement to do so? Would you have thought that was a more realistic approach? 
Hon Dr STEVE THOMAS: No. What I am asking for is some honesty when I ask questions about the impact of 
iron ore royalties. I think that over 2019–20, I have asked something like 20 questions of the Treasurer through the 
representative minister in this house. Not many weeks go by when I do not ask for some information about the impact 
of the iron ore royalty revenue. I keep getting the brush-off. The Treasurer keeps saying, “Nothing to see here. Don’t 
look. That’s not important.” I accepted that for a fair while until I saw an article in which the Treasurer, in a lovely 
fluff piece, said that he cannot go to bed at night until he receives the email that tells him the daily price of iron ore. 
He thinks it is so important that he cannot go to sleep at night unless someone has told him what the current price of 
iron ore is. 
Hon Charles Smith: It’s not hard to find. 
Hon Dr STEVE THOMAS: It is in the newspaper most days, but that is the day after, of course. Unless he buys 
his newspaper in the metropolitan region — 
Hon Alannah MacTiernan: He probably looks it up on his smartphone. 
Hon Dr STEVE THOMAS: He told the newspaper that he gets it in an email, so it must be true, surely. Surely 
he would not have misled the fourth estate. 
Hon Alannah MacTiernan: He probably gets an email on his smartphone. 

Hon Dr STEVE THOMAS: He probably got an email. He cannot go to sleep until he knows what the price of 
iron ore is, yet he cannot tell us what sort of modelling Treasury does and what sort of predictions it has. I note 
that Treasury has changed some of its predictions for the price of iron ore in its key budget assumptions. The actual 
iron ore price for the financial year 2019–20—we got this number from the Annual Report on State Finances a few 
weeks ago—was $US92.90 a tonne. Unless my mathematics has deteriorated rapidly, that is more than $US90. 
I think $US92.90 is higher than $US90. The price was higher than $US90 before February, so there was a bit of 
catch-up from February until the end of June 2019, when it was mostly above $US90. Around the end of the 
2019–20 financial year, the price jumped to about $US120 a tonne. I note, because I checked the newspaper this 
morning, Hon Charles Smith, that it was about $US123 a tonne today. It has now been at this higher price for close 
to two years. What does that mean for the budget revenue? The budget for 2019–20 stated that every increase of 
$US1 a tonne for iron ore was worth an extra $81 million in revenue per annum to Western Australia. Bear in mind 
that the prediction for 2019–20 was significantly lower than that; I think it was $US62.50 or $US63.50. Therefore, 
we are talking about $US25 a tonne, close to $US30 a tonne, and at $81 million per $US1 increase, that is a bit 
over $2 billion of unbudgeted additional revenue. 

The budget surplus, which I think was overly retained and could have been used more efficiently, was $1.2 billion. 
But we also have to bear in mind the additional time frame. Royalty income was significantly above budget for 
nearly five months in the previous financial year, and since the end of the last financial year—all of July, August 
and September, and into October—the price has been sitting up at around $US120 a tonne, and every month 
that it sits up there gives the government another $350 million to $400 million additional revenue. Let us round 
it up, because that is more fun. In three months plus a bit, so those three and a half months in this financial year, 
at $400 million a month additional revenue, that is $1.3 billion additional revenue on top of the $2.1 billion to 
$2.2 billion from the 2019–20 financial year. The member behind me suggested earlier that the government 
was spending $5.5 billion on its COVID pandemic response. Guess what? We are up to $3.5 billion in additional 
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iron ore royalties alone. That is before we work out the additional price of iron ore. If the price of iron ore stays 
up for potentially another six months, let us say, at $400 million a month, the government’s entire $5.5 billion 
COVID response will have been paid for in additional iron ore royalties alone—iron ore royalties above and 
beyond those accounted for in the budget. In reality, the iron ore industry has effectively paid for the entirety 
of the government’s COVID response, assuming the price stays up for just a few more months, and it looks as 
though there is every chance that it will do so. Members who follow the iron ore industry fairly closely might 
note that a number of major accounting firms and industry analysts have raised their 2021 price estimates for 
iron ore. The estimates of big firms such as Morgan Stanley and CITIC range from as low as $US90 a tonne up 
to about $US120 a tonne for the average price of iron ore for 2021. I have not seen anyone predict that the price 
of iron ore will go below $US90 a tonne; I have seen a number of analysts say that it will stay over $US100 
a tonne. 

As I have said before in this chamber, it is absolutely the case that the government is sensible to set a low prediction 
for the price of iron ore in its budget and then reap the benefits of any additional revenue that comes in if the price 
goes higher. That is a sensible economic strategy, and the government has done exactly that. If we look at budget 
paper No 3, we see, as early as page 2, that the government’s key budget assumptions assume that the iron ore price 
will be $US96.60 a tonne for 2020–21. Again, even though that is higher than the $US90 a tonne that the Treasurer 
said 18 months ago would never happen, the government has conservatively gone for $US64 a tonne for the 
three years of the forward estimates. That is likely to be very conservative, and it is good to be conservative in this 
case, because what happens is the government gets additional revenue that it has not accounted for in its budget. 
It is like free money. In this case, the free money gets put back into the system, and that is why the government can 
claim to have a surplus.  

I am not asking for the government to change its accounting practice; I think that is a very sensible way to approach 
a boom in iron ore royalties. I have called this the 2019 mini boom of iron ore; I am going to have to call it the 
2019–20 mini boom of iron ore, and I suspect that in the long-term I may have to call it the 2019–21 mini boom 
of iron ore. Even I struggle to see it lasting beyond 2020–21, although the world is a funny place. But in predicting 
low, the government has all this extra money to spend, and that is exactly what it is doing. I think that is a good 
policy. I just want the government to be honest about it and say, “This is what we’re doing.” Have an honest 
conversation with the people of Western Australia and say, “We’re making a motza out of iron ore royalties.” 

Hon Charles Smith: It’s not enough. 

Hon Dr STEVE THOMAS: We are making a fortune. It is not enough? We are making an absolute fortune out 
of it. 

Hon Diane Evers interjected. 

Hon Dr STEVE THOMAS: Whilst the left-wing parties will tell us that it is not enough, and I understand that, 
I am happy to accept that the Greens generally — 

Hon Diane Evers: We would, but we are also another left-leaning party. 

Hon Dr STEVE THOMAS: Yes; the other left-leaning party, absolutely. I accept that the left-leaning parties 
think that. The Greens are perfectly up-front and honest about it; they think that the mining industry should pay 
more. I believe we have been having that conversation for three and a half years now. 

Hon Diane Evers: It should go to Western Australia. 

Hon Dr STEVE THOMAS: We do not agree, but at least it is honest and up-front. 

Hon Diane Evers: Well, you would agree if you weren’t getting corporate donations that made you think otherwise. 

Hon Dr STEVE THOMAS: I do not get any corporate donations—I wish! I do not get donations from anybody. 

The DEPUTY PRESIDENT: Order! Let us not have unnecessarily lengthy interjections. The honourable member 
on his feet is trying to conclude his introductory remarks, and these interjections are preventing him from doing so. 

Hon Dr STEVE THOMAS: Thank you, Mr Deputy President. You will be pleased to know that I have reached 
the fourth dot point on my list of dot points to get through. 

It is absolutely the case that it is a good idea for a government to be conservative in its projections, but it should 
be honest and say that that gives it an enormous amount of money to play with. It is not the case that this is the 
only set of revenues that the government has to be concerned with. Let us tick them off. Iron ore, which is a massive 
component of revenue, has a high price and is likely to remain high for some time. Out of total general budget revenue 
of $34 billion, royalties are a significant component of that at $8.29 billion, of which the vast majority—almost 
all—is for iron ore royalties, so we are a state that runs on iron ore. That is not to say we are the only people to benefit 
from it; of course, the commonwealth government does very well out of iron ore royalties as well. I am sure that 
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makes its bottom line look a little bit better, but bear in mind that the commonwealth government’s budget bottom 
line was $213 billion in the red, whereas ours was $1.2 billion in surplus. 

But there are other taxes and revenues that also need to be addressed in this economic question. I have to say, I thought 
the government was pushing the panic button a little early on when it suggested that there would be significant 
declines in the other sections of revenue. I have tried to seek some information about this, too. Back in June, towards 
the middle of the crisis, I suspect, or certainly after the initial impacts, I asked a couple of questions about other 
income. I asked whether there has been a reduction in revenue from stamp duty and payroll tax in particular. The 
three big revenues in terms of taxation are payroll tax, which is obviously the largest; land tax; and transfer duties. 
Those were showing some signs. In answer to the question I asked on 10 June 2020, the minister representing the 
Treasurer told us — 

Both transfer duty and payroll tax have been weaker relative to the same period last year. This includes 
a decline of 36 per cent in transfer duty in April 2020 compared with the average over the three months prior. 

April certainly did see a drop in transfer duty. Further information was to be provided later. Once again, the 
government was not very keen to answer questions about iron ore. 

The Annual Report on State Finances was instructive, but so are the budget papers. If members get a chance to 
look at budget paper No 3, it is interesting to go to the appendices. On page 207, members will see appendix 2, 
“General Government Operating Revenue”, which gives an indication of where we expect things to go. Let us look 
at payroll tax. The 2019–20 actual income on payroll tax, which is also evidenced in the Annual Report on State 
Finances, was $3.642 billion. The budget estimate for 2020–21 is $3.566 billion. That is a tiny reduction in revenue. 
In April, we were talking initially about a 36 per cent drop in payroll tax revenue across the board, which would 
have been close to $1 billion. Payroll tax revenue will drop from $3.642 billion to $3.566 billion, so it is less than 
$100 million. 

Hon Diane Evers: The drop may have been from the previous year. 

Hon Dr STEVE THOMAS: That is right. It is the estimated drop from the previous year. But the budget also 
predicts that it will go back up to $3.8 billion in 2021–22, $3.99 billion in 2022–23 and $4 billion in 2023–24. We 
do not expect to see a dramatic decline in payroll tax; it is a little blip in 2020–21. It is less than $100 million out 
of $3.5 billion. It is effectively a rounding error! 

When it comes to land tax, we see something similar. The 2019–20 actual is $792 million. It is expected in the out 
years to drop by $22 million to $770 million, and then go back up $749 million, and then slowly increase, but not 
back to the original figure. It is a similar story with transfer duties. The 2019–20 actual is $1.19 billion. The budget 
estimates that in 2020–21 it will be $1.12 billion, drop slightly again in 2021–22 to $1.08 billion, and then go back 
up to $1.26 billion. In effect, this government has received a very conservative and small drop in revenue. If we put 
together the massive increase in iron ore royalties and the slow, small drop in taxation, it looks like a pretty good 
ticket for this government’s finances. Of course, we have to add in the other bit on which the government has done 
reasonably well, and on which it has to be careful about its messaging—that is, the GST component. Members 
will remember that the Western Australian government was the beneficiary of a massive increase in GST revenues. 
Prime Minister Scott Morrison introduced a floor based on a report that he commissioned when he was the federal 
Treasurer that determined that Western Australia deserved a better share of GST revenue. I note that the Prime Minister 
said the additional revenue received by Western Australia because of the floor was higher than the budget surplus. 
Without the additional floor, this much vaunted budget surplus would not exist. Obviously, without the increase 
in iron ore royalties, the $1.2 billion surplus would have been a multibillion-dollar deficit. 
What do we have to thank for the state of the Western Australian budget, which does not present the sort of vision 
I thought it might? The budget has kept expenditure at a reasonable level, but this state has received an absolute motza 
from iron ore royalties, has been propped up by federal government GST contributions and has suffered remarkably 
small declines in own revenue. Those three little ticks mean that this government’s economic management is in 
fact related to some good luck, some federal largesse, and, I guess, its capacity to not allow expenditure to get beyond 
where it thinks it should be—a little bit of credit there. We have a budget surplus effectively because of a good set of 
economic circumstances that the government did not plan for. I do not think that the state government orchestrated 
the increased GST payments. I certainly hope it did not have anything to do with the dam burst in Brazil, which 
pushed the iron ore price higher, and I have no doubt it had nothing to do with the economic stimulus in China 
that is using a lot of iron ore. 
I might take this opportunity, Mr Deputy President, to make a couple of general comments about our relationship 
with China, because obviously iron ore underpins our entire relationship. The work done on our relationship with 
China by the current federal Minister for Trade, Tourism and Investment, Simon Birmingham, has been excellent. 
I always take the view that when diplomacy is being done behind the scenes by those especially trained at it—that 
is, the trade minister and the staff of the various departments, in particular trade and foreign affairs—it is a good 
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discussion and the best chance that we have for a good working relationship. If someone is not part of that 
conversation and operating at that level in our relationship with any nation, but particularly China, I think they are 
a negative contributor and, to be honest, should shut up. If someone is using this rhetoric for their advantage, they 
are not doing the people of this state any good. I commend the federal government’s work, and the minister for 
trade in particular. There are always those who will use these relationships for domestic political consumption, 
and, to be honest, I wish they would not, because they do not do us any good. It might be easy to say that the iron 
ore price will stay up because our iron ore relationship with China is too important to China, so although we might 
lose out in markets in barley and wine, and other agricultural produce, and perhaps coal and a few others, iron ore 
is too big. But I suggest that there are alternative iron ore suppliers out there, as there are of agricultural products, 
so it is important that that relationship remains as robust as possible. I am not suggesting for a minute that Australia 
should cede any sovereignty or be seen to be submissive, but that working relationship is critically important to 
both this country and this state. I ask those commentators, particularly in the political sphere, who are using it for 
their advantage to stop. 
I diverged a little bit. In terms of the debt prediction and overall functioning of this budget, I was surprised it did 
not have a little more in it. It has been described as insipid; I think it might be targeted perhaps to a political outcome 
as opposed to an economic one. I am very intrigued to see how we will progress from here. We have come to a point 
at which there are two competing political theories on how we will progress to election day effectively. I suspect 
that the government has polling and focus groups in action that are telling it that economic management and the 
COVID response are the most important issues it needs to address, and therefore the government is trying to tick 
both those boxes. It will be interesting to see whether the government goes big on election commitments before 
the state election or uses the minimalist model. The big election commitment model buys votes at the local level. 
The minimalist model potentially buys votes across the board. 
I will be very interested to see whether the government will restrict its election commitments to a very meagre 
amount and whether it will plan a campaign on its record. I expected this budget to have additional expenditure 
beyond most of what had already been announced. As many commentators have said, most of what we received 
in the budget last week had already been announced and there was not much left to announce in the budget. Almost 
everything trickled out weeks in advance, even the fact that there would be a budget surplus. I am surprised that the 
government announced a budget surplus. Obviously, it tested it in the media a week or two in advance, but I would 
have thought that the decision to wave a budget surplus in the face of many struggling communities, families and 
businesses would be a very brave political move. We all know that brave decisions are the most dangerous ones. 
I think that that is a very brave decision. I get the argument: the government is going to tell people that the only reason 
there is a surplus is due to its good financial management; therefore, it is not so much brave as the result of a plan. 
I reinforce and make the point that a dam bursting in Brazil and iron ore income that comes from China’s economic 
stimulus is not a plan. I think it has been very brave of the government to plan on an increased GST share from 
the commonwealth. This has not actually resulted from an economic plan. As much as it is the government’s job 
to say, “We’re out there. We’ll give the minimalist of responses because our economic management is the result 
of our plan”, in fact, its economic management is the result of a few accidents and the place in which the world finds 
itself. Between now and election day, I will be doing my very level best to point out that an accident is not a strategy. 
It is not an economic plan; it is simply the result of what has happened. 
As we go through the budget papers, we start to find that the economic forecasting, as usual, predicts some fairly 
bold assessments, in my view. Household consumption dropped to two per cent in 2019–20 and is predicted to drop 
another two per cent but rebound entirely. In 2021–22, the budget is predicting four per cent growth, so picking up 
both losses of two per cent, 2.5 per cent and 2.5 per cent. I think that those numbers are pretty optimistic, particularly 
as the government seems to be prepared for a second wave. I said before that the government is putting aside money 
for the second wave. Presumably, it is expecting a second wave, otherwise, why is it putting money aside? I would 
say that the complete rebound of household consumption in 2021–22 is optimistic. There is no doubt that there 
has been a pick-up in household consumption in some areas because more money is floating around; it cannot go 
overseas, for example. That is a debate we started earlier. It is pretty hard for money to go overseas if people cannot 
travel overseas. It is absolutely the case that more money is floating around, but I think that that is an optimistic figure. 
Although state final demand in Western Australia contracted in 2018–19, it rose by 1.1 per cent in 2019–20 during 
the COVID pandemic. It was budgeted for about half a per cent and then it theoretically jumps to 3.75 per cent, 
2.25 per cent and three per cent in the three forward estimates years. I would again say that that is probably fairly 
optimistic and relies on some good growth. 
Gross state product is similar: one per cent growth in 2018–19 and a two per cent actual in 2019–20. Under the 
COVID-19 response there is a drop to 1.25 per cent, but it goes back up to 2.75 per cent in 2021–22. In 2021–22, 
a natural economic spurt seems to have been factored into the government’s economic plan, which we assume is 
a response to everyone coming out of the COVID pandemic. I do not know whether the government has factored 
in precisely when a vaccine might be delivered. 
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Hon Jim Chown: They’re depending on a vaccine? 
Hon Dr STEVE THOMAS: No doubt the whole thing is predicated on a vaccine, member, but to some degree 
so is the federal government’s budget. Everybody is expecting a vaccine, which, as we discussed before, is not as 
certain as people might think. 
Hon Jim Chown: Is that good policy? 
Hon Dr STEVE THOMAS: For anything budgeted on an uncertainty, we have to question whether that is the 
most appropriate response. 
I would like to think that the state and federal governments have modelled a vaccine response for, let me say, mid 
to late 2020–21 and a no-vaccine response by the end of 2020–21. I hope that the state has modelled those things 
on no vaccine. They are probably not likely to tell us that. 
Hon Jim Chown interjected. 
Hon Dr STEVE THOMAS: There are a lot of things that are not in the budget, member. I would have thought 
that both the state and commonwealth governments would be modelling this stuff, but, like I say, I could not get 
any modelling on iron ore prices, and we are pretty certain that we know where that is going. 
Hon Jim Chown: Well, there is no guaranteed transparency, obviously. 
Hon Dr STEVE THOMAS: Did the member say the rolled-gold standard? 
Hon Jim Chown: Yes. 
Hon Dr STEVE THOMAS: That is exactly right! 
There are some fairly herculean assumptions in the budget. Of course, the joy is that by next year’s budget, no-one 
will have remembered this year’s budget and will not have worked out whether that is actually the case. 
I would like to focus a little on the recovery plan. In budget paper No 3 there is a whole section on the WA recovery 
plan—that is, the $5.5 billion that has already been determined is basically made up of additional iron ore royalties 
and probably over three years’ worth of additional iron ore royalties on their own. But for the extra money that 
came in above budget, these are the things that we are going to get. At page 27 of budget paper No 3 is a list of the 
WA recovery plan initiatives, some of which are quite reasonable. But some of the big ones need to be noted. The 
second line item under the heading “Communities” is “Freeze of Household Fees and Charges” at $439 million. 
Mr Deputy President might remember that the government tested the waters in the media on this particular item 
in December 2019, before COVID ever reached the shores of Western Australia. It was called an election sweetener 
in the media at the time. As the government often does, it will put these things in the media first to test them. It tested 
the budget surplus; it tested all those other things listed on page 27 of budget paper No 3. It tested this election 
sweetener “Freeze of Household Fees and Charges” at $439 million. There was no mention of COVID. It was out 
there to win the next election, and $439 million is not an insignificant component of the entire $5.5 billion package. 
It is simply a rebadged election commitment. 
It will be interesting to see how much of the WA recovery plan is effectively a rebadged election commitment. 
How much of it has been designed to drive votes rather than a genuine case of COVID recovery? It will be very 
interesting to know that. I will be on urgent parliamentary business, but a question will be asked on my behalf today 
seeking a breakdown on how much of the $5.5 billion COVID recovery plan has already been spent. We need to 
combine that with the things that I have been talking about, particularly the somewhat, as I call them, herculean 
developments. I suspect that a lot of the infrastructure component of the 2020–21 WA recovery plan in particular 
will still be being built. At the same time the government is expecting growth and dwelling investment to jump 
from 0.75 per cent in the current financial year to 13.25 per cent in the next financial year—2021–22. At the same 
time the government will be trying to get a lot of these things in place. Household consumption is expected to drop 
but then boost again in 2021–22. Dwelling investment is expected to be up. State final demand is expected to rise 
considerably. All of those things will be happening while some of these things are getting out there. I would like 
to know how much of this recovery plan has already been spent and what time frame each of these particular items 
will be spent over. How long will it take to roll this $5.5 billion out the door? I think that would be very interesting 
information to know, because, as the Minister for Regional Development said earlier, any particular part of the 
economy can be overheated by too much being put into it at once. I do not think that will be the case. How long 
will all of these things take to roll out? With some of these short-term things, the money can be expended fairly 
quickly, but plenty of bits will take a fair bit of time—for example, rebuilding all of the TAFE components and 
school construction. Lots of those things will not be completed in the current financial year. Over how many years 
is it intended that the WA Recovery Plan will operate and what is the end point? When is it no longer a COVID 
recovery plan but just the remaining bits of expenditure? Is it after we get a vaccine? What if that is not for many 
years to come? Does this become an ongoing fund? It just goes to indicate that, in my view, lots more could have 
been done to make sure that this budget had a greater impact. Most importantly, we need that promised rolled-gold 
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standard of accountability by which, for each of these proposals, we can measure how much has been expended 
and in what time frame the rest of it will be expended. That sort of information will be very important, so I would 
love to see it provided. I am not optimistic that that will be the case. 
I turn again to revenues before we move off them. We have determined that despite the fact that there was supposed 
to be a massive drop in other revenues for the state of Western Australia, they are in fact remarkably modest. The 
state has done better than pretty much everywhere else. One of these revenues did drop, and I was intrigued to see 
that. It is expected to drop for only a year. The actual for the emergency services levy for 2019–20 was $387 million. 
The budget estimate for 2020–21 is $353 million, so that is a $34 million drop in ESL revenues. I asked the minister 
representing the Minister for Emergency Services a question about this in the Parliament a month or two ago. I asked 
whether this was the revaluing of properties, because the Valuer-General has revalued properties—some have gone 
up and some have gone down—and the ESL is generally established as a relationship to that. I would be interested 
to know that, and at some point someone will ask the Minister for Emergency Services precisely what caused that 
drop in ESL. At the time, I asked whether it was a re-evaluation, and he said no. I would be interested to know 
precisely what caused that drop. In theory, that is $34 million less available in the ESL. I do not think that is the 
end of the world, but I think the minister should commit not to reduce funding for emergency services, and that 
may well be the case. I would be interested to know why that number has dropped. 
Otherwise, there is a remarkably modest change to revenues. The total revenue in 2019–20 was just over $9 billion. 
Total taxation in the budget is $8.8 billion, so we are looking at a drop of just over a couple of hundred million dollars. 
Grants and subsidies have dropped and there is a drop in GST grants. That is obviously the case. It is not because 
the GST proportion to the state has changed dramatically due to the floor now imparted by the federal government. 
GST grants for 2019–20 were nearly $3.5 billion. That has dropped down to $3.2 billion on the basis of the general 
grants, but the 70 per cent floor top-up, which in 2019–20 was $814 million, increases to $1.547 billion in 2020–21. 
Although there is a drop, it does not have nearly the impact that there would have been otherwise if the floor was 
not in place. I understand that without the floor in place, there would have been a significant drop in GST revenues. 
There would have been a significant drop in the relativities because Western Australia has done far better economically 
than a number of other states, particularly Victoria. We would have seen relativities drop significantly without 
a floor in place, because as we do well and other states drop, the GST is that levelling-out mechanism. Without 
the Scott Morrison top-up, as it were, we would have been significantly worse off. We would have dropped over 
$1 billion in GST royalties, and I suspect it would have been more than the entire budget surplus. Again, it just 
goes to show that the state needs to be very thankful. 
Total grants and subsidies for 2019–20 were $9.38 billion. That will drop to $8.8 billion—there has been a drop—
but capital grants have gone up significantly, from $642 million to just over $1 billion. The interesting part about this 
royalty income we have discussed is that total revenue for the state government—the general government operating 
revenue on page 210 of the Budget Statements—was $32.162 billion in 2019–20 and in the 2020–21 budget it is 
$34.139 billion. It is basically $2 billion higher. When we are in the middle of coronavirus, the government is saying 
that it is in the position it is in, with a $1.2 billion surplus, because of its good economic management. It does not 
tell us that it got $2 billion more in revenue than it did the year before. The government actually has an extra 
two billion bucks. Of that extra two billion bucks it has got in revenue, it has a $1.2 billion surplus. That is not 
good economic management due to the government planning and strategising for this. The government basically 
has more money coming in because that is what the economy is delivering to it, not because of its strategies. To 
suggest that this government is a magnificent financial manager and that that is the reason it is in this budget position 
is absolute nonsense. The government has received a huge increase in iron ore royalties above what was budgeted. 
It has received additional GST thanks to the top-up. Other fees, charges, taxes and grants have dropped, but only 
slightly, and the government has had revenues $2 billion higher than they were in the previous year. In the year we 
are struck by COVID, our income has gone up. I think that is a critical message for the people of Western Australia 
when we talk to them about how the state government has managed its budget. In a COVID year, most people’s 
income is stagnant or going down. For people who have lost their jobs, there has obviously been a significant impact. 
A lot of people are working fewer hours. They have had a significant impact. The state government is making more 
money than it ever has. General government revenues are $34 billion. I would be interested to see whether previously 
there has ever been a year in which the state government has made $34 billion. I do not think there has been. The 
state government has more money coming in than it has ever had before, and during the COVID crisis. That is 
why the state government is in the position that it is in. I do not believe for one minute that this budget is based on 
good economic management; this budget is based on a lucky set of figures and a lucky set of circumstances. The 
government should be honest about that and tell us how thankful it is to the iron ore industry in Western Australia, 
because that is where it is all coming from. 
There is one thing that I want to raise about the budget, because it has come in at the same time that a report was 
dropped. This is in the area of energy. The budget papers show that we have gone back to a system of groundhog 
day—the use of that term will be pertinent in a minute—for the energy generation unit of Western Australia, with 
Synergy effectively to be paid a subsidy by the state government to provide its services. The budget identifies that 
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a bit over $700 million worth of subsidies will go to Synergy over the forward estimates. Subsidies always used 
to go to Synergy, until they were stopped by this government a couple of years ago. I think these particular subsidies 
were taken away when the now Treasurer was the Minister for Energy. The current Minister for Energy has had 
to put them back in place because Synergy is in strife. I think that is particularly interesting. I have a lot of time 
for the current Minister for Energy—I think he is actually passionate about the energy portfolio and that he cares 
about where the energy system is going—so I have been intrigued to see that he has added back in $700 million 
of transfers to the energy system. I think the Minister for Energy recognises that he has a problem that he is going 
to have to deal with; that is, the generation capacity of this state is in strife—it is getting old, the maintenance issues 
are significant and the asset does not have significant value. I note that last year the minister wrote down the cost 
of some significant assets in Synergy, and particularly its generation assets. I remember the news stories coming out 
about hundreds of millions of dollars coming off the value of those assets. I was of the opinion then, and I remain 
of the option, that the minister should probably have written them down further. I think we will see a further 
writedown of those assets in coming years because the value of them has to be brought into question. 
It is obviously the case that we need a better long-term plan for energy generation, management and distribution in 
this state, so I was pleased when the Minister for Energy yesterday released the document titled “Whole of System 
Plan”, dated August 2020. I am pleased that the minister does appear to have a bit of passion for the energy portfolio. 
He has come up with four scenarios for where energy demand might go. These scenarios of change in the marketplace 
will determine what happens in energy generation going forward. I was not all that keen on the titles that he gave 
to the four scenarios—Cast Away, Groundhog Day, Techtopia and Double Bubble. I thought that the marketing 
consultants went a step too far with those names. I had to use a bit of imagination to work out what they were talking 
about. Effectively, the four cases look a bit like this. Cast Away and Groundhog Day indicate fairly stable energy 
growth between 2020 and 2040. I will read a little from the document, “Whole of System Plan”, which states — 

The Cast Away scenario assumes a subdued economy characterised by lower economic growth in the 
mining and non-mining sectors, along with minimal population growth. End-user consumption grows over 
the period, indicating there is some growth in demand for electricity. However, the amount of operational 
demand and peak demand being met by energy transmitted over the network declines over the study period. 

Basically, under this scenario, there would be very slow growth and not much change. 
Groundhog Day is also a low-growth scenario, and it is described this way — 

Of the four scenarios, Groundhog Day is the one that most closely resembles the pre-COVID-19 
environment. Under the Groundhog Day scenario, a moderate increase in mining spurs medium economic 
growth. Commensurate growth occurs in the non-mining sector as activity in the overall Western Australian 
economy increases. 

But it also basically says that whilst there would be some growth under this scenario, distributed energy resources 
would account for much of that growth. In other words, there would be a high uptake of what they call DER. Rather 
than relying on the construction of large, central generation capacity, it would be distributed. I know that the 
Minister for Energy is very interested in the battery components, so that would obviously become an integral part 
of the debate about spreading the load. They are a couple of standard models. 
The other two models are what I would call a little more optimistic. The report states — 

The Techtopia scenario has medium to strong economic growth, driven by increasing activity in both the 
mining and non-mining sectors … a proportionate increase in population growth … 

It is a high-growth policy, as is the final one, Double Bubble. The report states — 
Under the Double Bubble scenario, ongoing strong economic growth in both mining and non-mining 
sectors drives a significant increase in population and therefore overall energy consumption, operational 
and peak demand … This scenario therefore provides opportunity to test the upper bound of generation, 
storage and network capacity … 

There are two modest to minimal–growth and two high-growth options. I think that the second two—Techtopia 
and Double Bubble—are immensely optimistic proposals. I say that because I have been around the electricity system 
in this state for a long time now. I remember the debates that we had back in 2007 and 2008—other members might 
as well—about whether the then Carpenter government could keep the lights on. At that time, the government struggled 
to keep the lights on. Peak demand on the south west interconnected system at that time was about 4 500 megawatts. 
Peak demand on the SWIS these days is more like 3 500 megawatts. Even though we have had an increase in 
population, we have not seen any significant increase in industry, and particularly manufacturing. In fact, at the 
same time that there seems to have been a decrease in peak demand in the SWIS, we have obviously had a massive 
increase in the capacity of renewable energy and, in particular, rooftop solar, which the report states now provides 
about 28 per cent of the generation capacity in this state. It is certainly about the same in terms of solar infusion—
that is, close to 30 per cent of houses in Western Australia now carry rooftop photovoltaic cells. There has been 
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massive growth in that area. The energy system has to take that into account and accommodate it. If there has been 
a 20-year period in which peak demand has been stable or in decline, I am interested in what the government thinks 
is suddenly going to drive a massive increase in demand. Under the Cast Away and Groundhog Day models, annual 
operational demand of about 20 000 gigawatt hours remains pretty constant. 

Hon Alannah MacTiernan: But what if we’ve got an aluminium smelter? 

Hon Dr STEVE THOMAS: What if we go back to steel ingots? What if we get steel manufacturing? 

Hon Alannah MacTiernan: We actually have the world’s highest-quality alumina refinery in the region and we 
have a port close by. 

Hon Dr STEVE THOMAS: We do. How long have we been talking about that? How long have we been talking 
about manufacturing steel? Here is one: what if we have a new petrochemical plant? That might be something that 
we can think about; $1 billion or so on a petrochemical plant. That might come, too. 

Hon Alannah MacTiernan: Sorry, you’ve forgotten: we’ve turned over. We’re not in the twentieth century, we’re 
in the twenty-first century. It’s happened. Hydrogen has occurred, lithium-ion batteries have occurred. 

Hon Dr STEVE THOMAS: There is lots of change happening, minister. 

The ACTING PRESIDENT (Hon Matthew Swinbourn): Member, continue to make your comments to me, not 
to the minister. 

Hon Dr STEVE THOMAS: Yes, thank you, Mr Acting President. 

It is absolutely the case that changes have occurred in the twenty-first century, and one of the most significant 
changes is the plethora of developments in rooftop solar energy. What we have not seen in the twenty-first century 
is significant growth in energy demand. I guess it is always possible that that might change. If we end up with a new 
petrochemical plant that requires 1 000 megawatts of capacity, I am sure that whatever state government is in charge 
at the time will make sure that we can deliver it in some way, shape or form. We might find that if industry has 
significant power demands, it just might get involved and generate that power itself. As often happens in the mining 
industry, the state government might not be required to deliver that energy along poles and wires for hundreds 
of miles. We might find that industries that require large energy capacities will actually go about putting it in 
place themselves. 

Although it might be the case that we see a massive explosion in demand, let us work on the trends we have seen 
over the last 20 years rather than the highly optimistic possibility of a major industry developing in the not-too-distant 
future. Let us look at what has actually happened versus what we think might happen. What has happened is that we 
have had very stable to reducing demand for energy. That being the case, I would say that the government would 
be very brave to base its long-term planning on these things called Techtopia and Double Bubble. Those are nearly 
as bad as the Department of Biodiversity, Conservation and Attractions, are they not? These names are terrible. 
The government is looking at increasing over a 20-year period the annual operational demand in the system from 
20 000 gigawatt hours to between 40 000 and 50 000 gigawatt hours. 

Hon Alannah MacTiernan: Surely, member, you can see the sense of having these — 

The ACTING PRESIDENT: Minister, it is not a conversation. If you want to have a conversation with  
Hon Dr Steve Thomas, I suggest you do it behind the Chair. Hon Dr Steve Thomas, continue with your 
contribution, please. 

Hon Dr STEVE THOMAS: Thank you, Mr Acting President. 

I come back to the point at which the government is talking about peak energy demand doubling to tripling in this 
state over a 20-year period. Peak demand is theoretically going to go from less than 4 000 megawatt hours to close 
to 10 000 megawatt hours in this scenario called Double Bubble. That is effectively almost a tripling of peak demand 
over 20 years. I would have thought that that was a highly optimistic outcome; it is vaguely possible, I guess, if there 
were, like I said, a new petrochemical plant or a massive manufacturing proposal or development that does not 
produce its own energy, so government can step to one side. I guess that is theoretically possible, but this government 
might get turfed out at the next election, and that is possible, too. I will not ask the Leader of the House what she 
thinks the chances of that are, but whilst we are in the realms of the possible, we could go anywhere, could we not? 

Hon Alannah MacTiernan: I’m happy to have a bet with you! 

Hon Dr STEVE THOMAS: I will see what the odds are! 

It is immensely optimistic to think peak demand is going to double to triple—immensely optimistic. I will make 
the assumption that whilst Double Bubble and Techtopia are part of this whole-of-system plan to stimulate a bit of 
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debate, the real question the government and the minister need to face is whether we are, in fact, in Cast Away or 
Groundhog Day. I suspect that those names may come back to haunt the minister in years to come. 

Basically, the difference between Cast Away and Groundhog Day is very small. In the Cast Away scenario there 
is small growth and there is limited growth in Groundhog Day. 

[Interruption.] 

Hon Dr STEVE THOMAS: Sorry; that is actually my phone, would you believe? If you bring it over, I will turn 
it off. It is on silent, but we will go one step further. 

Hon Alison Xamon: It did that to me. 

Hon Dr STEVE THOMAS: The same effect? We should never trust technology. 

Hon Alannah MacTiernan: It’s the Chinese! 

Hon Dr STEVE THOMAS: I would be very cautious! I have just made a speech about how we need to be cautious 
in our relationship with China, and the minister has jumped in with that one! 

Hon Alannah MacTiernan: I’m being ironic! 

Hon Dr STEVE THOMAS: Okay; it is hard to put irony into Hansard. Perhaps there need to be little brackets 
there with “The minister said she was being ironic”! It is hard to put it into Hansard, though. 

Hon Alannah MacTiernan: I’m referencing ScoMo. 

Hon Dr STEVE THOMAS: Okay; I think we sorted that problem. 

The difference between Cast Away and Groundhog Day is really about how much centralisation occurs in energy 
distribution and whether we end up with greater decentralisation with Cast Away, or we retain a fairly high reliance 
on the current distribution network with Groundhog Day. That is effectively the difference. It would be interesting 
if the minister—who is a great believer in Groundhog Day—could at some point confirm that although he recognises 
there will be continued growth of rooftop solar in particular, and renewable generation capacity in general, he is 
convinced that centralising it and then distributing it would be a better option. 

This comes back to a very interesting debate that we had in this house two or three years ago. The Minister for 
Environment, Hon Robin Chapple and I debated climate change and talked about the differences in our various 
policies. It is absolutely the case, reinforced by this paper, that we all accept that renewable resources are going to 
expand. The Minister for Energy is a great believer in the lithium industry and battery storage; I know the Minister 
for Regional Development has championed hydrogen technology. I think both those will play an important role 
in the future, in different ways. We do not always agree on the exact hows, but I think we all agree that that 
development is going to occur over time. I think it will definitely happen. 

The debate was interesting because, in my view, we are going to get a much more distributed model. Rooftop solar 
with localised batteries is, in my view, the ideal way to manage the system, to the point at which we start getting 
people off the grid. The Minister for Environment was of what we might call the Groundhog Day view, and 
I think the current Minister for Energy must also be of that view—more of a wind farm or solar farm model, with 
greater distribution. 

I think the government is missing an opportunity here to allow the community to capitalise on this. We are missing 
an opportunity to get to the point of independence from the grid, and to empower local communities and individuals 
to invest in their own energy future. That, in my view, is an inevitability; it is going to happen. The price of better 
quality five-kilowatt solar roof panels is now around $3 000 to $5 000. I am not sure what the average power bills 
are in Western Australia, but I can tell members that mine are pretty expensive. I have four teenage daughters who 
take very long, hot showers. My power bill is not small. 

Hon Alison Xamon: I’ve got two teenage sons and I bet they take longer. 

Hon Dr STEVE THOMAS: Really? I will not put that to a division. I have only girls so I cannot do a comparison. 

Several members interjected. 

The ACTING PRESIDENT: Members, this is not a discussion. 

Hon Dr STEVE THOMAS: Sorry, Mr Acting President. 
Effectively, I am paying anywhere between $800 and $900 every two months for my power bill. 
Hon Alison Xamon: Whoa! 
Hon Dr STEVE THOMAS: Maybe I win after all! 
Hon Diane Evers: How many fridges have you got? 
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Hon Dr STEVE THOMAS: A couple. 
For me, that transfer of cost is obvious. The average power bill is probably more likely to be $500 or $600 every 
two months. If I take the lower end of $500 every two months, that is $3 000 a year. If all the power generation 
can be replaced, the solar panels would be paid off in a bit over a year and a half, but the issue is the storage—the 
battery. That is where some credit is due to the Minister for Energy’s work on battery technology, because he has 
given a fairly solid push to invest in that technology, and particularly lithium batteries at this stage. We in the south 
west are rather hopeful that lithium batteries will remain at the forefront of this development for about another 
20 years because that should see most of the lithium in Greenbushes mined out. Given that is the best lithium mine 
in the world at the moment, we are not keen to see it mothballed because the technology has moved on to vanadium 
too quickly in the future. The best vanadium mine in the world will probably be in Hon Ken Baston’s electorate; 
there are good vanadium resources up his way. I understand that the government and the minister have been looking 
at lithium, certainly in the south west, and that is a good thing. When the lithium batteries become more reliable—
probably 48 hours’ worth of storage is needed for the average household—and the investment in them comes 
down from between $22 000 and $23 000 to $10 000 plus $3 000 for the price of three solar panels, that $13 000 
investment suddenly becomes a realistic investment for every household in Western Australia. If people are paying 
$3 000 a year, roughly, in power costs, that investment will be paid off in four or five years. Most of those things 
have a 10-year guarantee. The asset would be paid off over the first four or five years. Ultimately, the householder 
would then be energy cost-free until they had to replace the system. We might have to find a system one day in 
which everybody can take advantage of being on the personal payment system. If a $13 000 investment is too big 
an investment for people on low incomes and pensioners, for example, the state government would ultimately step 
in in the marketplace. 
I think that is the best energy system for the future of Western Australia, which puts me firmly in the Cast Away 
model, as it were. That separates me from the government, which appears to be stuck on the Groundhog Day model 
and appears to be relying on centralised, larger renewable sources and a significant distribution network. The 
system I am proposing has two advantages to it. The first advantage is that it generates what it uses, so the losses 
through distribution are negligible. The second advantage is that it empowers people to invest in their own future 
rather than relying on the government investing in it and charging for it. It ends the long-term arguments about 
what is a reasonable charge in the budget. To be honest, I think that the government should look more seriously at 
the Cast Away model. I am very interested in the debates that will occur over the next few years about whether 
the Groundhog Day model is the one the government lands on. I certainly assume that is the model that the various 
electricity entities are pushing for because it would sustain their life for a little longer. 
The reality, of course, is that pretty much all those electricity entities, whether it is Synergy or Western Power, 
have a limited life span, in my view. If we were clever in our budget management, we would assume that those 
large-scale generation units are a liability, effectively, rather than an asset because they cannot be sold. When they 
are decommissioned, there is a cost, not a benefit. They are not an asset that we can do something with in the longer 
term; they are a deficit and cannot be managed. We can start to look at it that way and consider that they are not 
a long-term asset and can be written off over whatever time frame. I note that the minister has started to write down 
those assets significantly. Effectively, they are paper assets. The minister is writing off hundreds of millions of dollars 
of assets. It is not cash in, cash out. The government is saying that these assets are worth a fraction of what they were 
originally listed on the books for. The truth is that Synergy’s coal generation assets are probably valueless. We would 
put a replacement cost on Collie A power station because it is still producing electricity relatively efficiently. But 
even Collie A, which is the newest coal station in Collie, is an old power station now and requires massive investment 
to keep it going economically. The government has already announced that the big units at Muja—C and D—will 
be closed. The closure will occur gradually over a number of years. The government has announced that two of 
the units will close in 2022 and 2024. There was some discussion that the other units might last all the way out to 
2030. My personal view is that that is fanciful. I can easily see a scenario in which the units are closed two years 
apart, not so much because that is the plan, but because they cannot be decommissioned much faster than that. We 
are closing them as quickly as we can and getting out of that type of power generation. 
My personal view is that some additional generation capacity will be required to underpin the renewable sector for 
some time to come. Again, this is probably an area in which the Greens and I will diverge. The view that we can 
go entirely renewable, in my view, is too risky and too dangerous at this point until we have full adequate and 
cost-effective storage in place. 
Hon Diane Evers: Remember, it is the twenty-first century. 

Hon Dr STEVE THOMAS: I am absolutely working in the twenty-first century. I even have a touch phone that 
talks to me, apparently, even when I do not want it to! 

In my view, we will have to continue to underpin renewable energy generation for the next couple of decades with 
new hydrocarbon generation—that is, new fossil fuel generation. That is unlikely to be in Collie, unfortunately for 
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Collie. The coal that was easy to get out of Collie has gone. Those mines started with easy coal; they had strip ratios 
of two or three to one. That means two metres of topsoil could be taken off to get a metre of coal. The strip ratios 
extended out to 12 to one plus. That means knocking off four metres of topsoil to get a 20-centimetre coal seam. 
The easy, cheap coal is not there anymore, so that is an issue from a cost-effectiveness perspective. I was going to 
go into this in more detail later, but I will say this about Collie: the issue it faces is not insignificant. We should 
have done something about it for probably the last 20 years, but certainly for the last 10 years. In my view, we have 
known since the mid-2000s that the strip ratios had shifted, that the quality of coal was variable and that the costs 
were starting to outweigh the reward the mines were getting, but something changed dramatically in 2006, and 
that was the price paid for coal.  

I will never forget the then Premier, Alan Carpenter, telling the Parliament in the other place that his government had 
had a major achievement. At that point, Western Power was a unified body that did all the generation and distribution. 
In the new 25-year contracts, the government had reduced the cost of coal from about $66 a tonne to $33 a tonne. 
That was absolutely true. It was at a time when the cost of production was probably $40 a tonne. I have never been 
able to explain why the company that signed up to $33 a tonne did that, and nobody has ever been able to explain that 
to me. It was highly optimistic. Two companies were being paid around $66 a tonne, and they were both supplying 
roughly equal amounts of coal to Western Power at the time. In the new contracts that were formed in about 2006 
or 2007, one company put in a bid for the entire amount at $33 a tonne, and the Carpenter government grabbed it. 

Hon Alannah MacTiernan: So you would not have been very keen on Mr Barnett’s decision to pump $300 million 
into trying to revive the old coal-fired power station? 

Hon Dr STEVE THOMAS: I will come back to Muja AB in a minute. I would not have revamped Muja AB. I have 
said that publicly; I have put it on the record. I do not think that is news to anybody. But the price of coal that was 
paid to these organisations dropped by 50 per cent. In that case, there were two companies. In my view, the price 
for the company that won the contract to actually produce that coal was about $40 a tonne. The other company had 
issues, because its price was more like the price it was getting out and was more like $60 a tonne. But nobody made 
a profit at $33 a tonne. The price is still $43 a tonne today, and that is about the price of production for one of the 
companies; for the other company, it is probably still less than the price of production. The coal industry in Collie 
will struggle from here on. We missed an opportunity to revamp it. 

Hon Diane Evers: To sell it and walk away. 

Hon Dr STEVE THOMAS: “To sell it and walk away” is almost a facetious comment, because to sell it in one hit 
and walk away would shatter the economy in, and the people of, Collie. It is just not the case that they would 
automatically change to some other job, and suddenly the world would be full of unicorns. The town of Collie is 
still going through the throes of change, and that change will not be easy. I am the first to acknowledge that the 
government has put some significant dollars into Collie. The Collie rescue package started as a couple of different 
packages; ultimately, it became an $80 million package, which is not insignificant. I was pleased to see that the 
Minister for Regional Development got rid of a couple of dud election commitments. The original theory was that 
she would simply replace one form of power generation with another, so there was going to be a solar farm and 
a biomass power plant in Collie. Neither of those had business cases; neither of those could stack up. We said that for 
a year. I was pleased to see that the Minister for Regional Development got rid of those dud election commitments, 
because they were never going to work. But the town of Collie still requires a diversification of its economy. We 
kind of missed the opportunity to deliver a diversification program during the period of the original boom from 
2002 to 2014 and we are kind of missing the opportunity that exists now. 

To be honest, there are a few things going in there that are not too bad. I remain unconvinced that a mural on the 
Wellington Dam wall is a good investment. The Wellington Dam wall is not near the town of Collie; it is closer to 
the town of Dardanup. One can drive to Dardanup and up through the Ferguson Valley to visit the vineyards there. It 
is a lovely spot. There are some very nice vineyards; I will not name any names. It is a beautiful day out. Someone 
who goes up to the Wellington Dam can see this mural. I am pleased that there is not going to be a huge picture of 
the member for Collie–Preston, because I think that might drive people the other way, as has been suggested. Even 
if it does attract people, we must remember that the dam itself attracts people. A big body of water attracts people. 
People drive up there to see the dam. Will many more people drive up there to see the dam and the mural? That is 
my first point. My second point is that it is closer to drive back to Dardanup and Bunbury from the dam than it is 
to drive to Collie, so even though more people may visit the Wellington Dam wall, it does not mean that there will 
be any more visitors to Collie itself. This is not necessarily a plan for Collie; it is a plan for Dardanup. This is what 
happens when the government has a program or funding source to desperately try to get money into a region and 
is not sure what it can invest in to actually deliver long-term jobs. That is the problem with the Collie Futures fund 
and the salvation of Collie. 

There is an $80 million fund. I have to say that this $80 million fund is funding a number of public servants who are 
managing it, and a number of those are based in Perth. The government cannot say that this fund is successfully 
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expanding the economy in Collie. The fund might be dedicated to and have the aim of expanding the economy in 
Collie, but that is absolutely not the result at this point. What the fund is intended to do and what it actually achieves 
can be two different things. In this case, in Collie, it is difficult to see that the fund is going to achieve the sorts of results 
that the government wants. I suspect that the first bit is, again, just kicking the can past the next state election. It will 
be interesting to see what happens after the election, because that is when the rubber will hit the road. After the next 
state election, not beforehand, instead of just investing and spending money, the government has to generate results, 
because it is the generation of results that will count in Collie in the long term. Collie is a resilient town that I have 
been around for a very long time now, and it is not about to die. Albany was not about to die when whaling ceased, 
and Collie is not about to die because there will not be much in the way of coal-fired power stations. Collie will 
continue and survive, but it requires diversification of its economy. It can no longer simply rely on those two industries. 
In my view, there has been an absence of leadership and acceptance of that. I campaigned heavily in Collie in 2008 
on that particular issue. I have to say that the local leadership in particular ignored the entire issue until it was far too 
late. I did not see anything from the Shire of Collie, for example, about what the future of Collie would look like post 
reliance on coal and electricity production. In fact, I thought that it was incredibly antagonistic to someone suggesting 
that it might have to look at this. That is an issue that might become important around and post the next election. 
It is very hard to develop a scheme that is designed to spend money and to make sure that the government is spending 
money in the most appropriate way and delivering outcomes. If we move away from Collie, that brings me to an 
alternative scheme. I will just finish on the energy process. 
I commend the Minister for Energy for engaging in the whole-of-system plan process. I think it is good that the 
government is investigating it. I think the government has been over-optimistic in some things, but, as I say, as with 
renewable energy, I do not think that the Minister for Energy and I and probably the Minister for Environment are 
all that far apart. Although I might be Cast Away, they are stuck in Groundhog Day. The two of those things are 
actually pretty close together compared with the daydreams of the other two. 
I will make a couple of comments on another financial scheme, which is an integral part of the budget that I think 
represents that problem of having a plan in place to spend money rather than seeing a need and fulfilling it, and that 
is the royalties for regions budget. Obviously, the royalties for regions budget is $1 billion, although the expenditure 
should be slightly over $1 billion a year; over the next four years, it will be $4.25 billion. No doubt, it will be a bone 
of contention going into the next state election and beyond. I will go over the history of royalties for regions. It was 
absolutely a construct of the National Party originally. It was designed to be a pot of money to spend rather than 
a process of identifying the issues that needed to be fixed and then attributing money to them. The problem is that 
when there is a pot of money to spend, the most important thing is to get the money out the door. That is why schemes 
that start out with the best of intentions perhaps always have problems. In my view, royalties for regions needs 
a greater focus on the outcomes it delivers. The scheme has been missing a set of ground rules on what is an appropriate 
investment for regional development in Western Australia. It is too easy to complain that the Labor Party has simply 
diverted royalties for regions funds into its own agenda. When a scheme is set up without a strict set of ground rules, 
guess what? That is what happens. If a scheme is a slush fund for one party in government, it can be a slush fund for 
the next government that comes along. There are strict rules on education and health expenditure. The government 
has to provide schools for children and hospitals. When a program is about spending money and those ground rules 
are not in place, there will be problems. I will continue to say that there needs to be better ground rules in place for 
what royalties for regions looks likes and what expenditure happens. There needs to be better guidelines and 
ground rules, and a better accountability and audit process at the end of it; otherwise, we will get what we got with 
the Langoulant report. Not everybody agrees with the outcome of the Langoulant report, but I think there are some 
gems and gold in there. The report says that there needs to be a better way to put this together. I think that is absolutely 
the case. Ideally, I would like to see Parliament come up with a better set of ground rules for royalties for regions. 
In particular, I would like to see the next conservative government—be it a coalition or an alliance of the willing, 
whatever that is—put in place better ground rules for that program. Otherwise, we will get what we have today.  
Today, we have what I call trans-subsidisation. I am trying to find out precisely what term in relation to royalties for 
regions that the Premier has banned, because whatever he calls it, it has been banned and people are not allowed to use 
that term. I have spent time at estimates hearings for a couple of years trying to work out what this cross-subsidisation 
means. Maybe the Minister for Regional Development will tell us which word the Premier has banned. I think it 
is probably “trans-subsidisation”. 
Hon Diane Evers: It’s “slush fund”. 
Hon Dr STEVE THOMAS: No, that is not banned. My goodness! That is its current interpretation. It is more 
around cross-subsidisation. 
We have seen a gradual increase in the amount of money that would have gone from the consolidated fund into 
the provision of services being shifted across into the royalties for regions budget. The most obvious example is 
the country water pricing subsidy, which is 25 per cent of royalties for regions. It is $1 billion over four years or 
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$250 million a year. When we look at funding that is put into other parts of general government activity, we see, 
over four years, health received $658 million, or 15.5 per cent of the current royalties for regions budget, including 
$237 million in something called “access to care”. Education received $560 million, or 13 per cent of the royalties 
for regions budget, including $240 million for country school buses. There was $243 million, or 5.7 per cent of 
the royalties for regions budget, for transport infrastructure in the regions. Before the royalties for regions budget 
existed, one assumes the government needed to provide these services, or are we going to be told that these services 
are all additional services on top of normal government provision? It is absolutely not the case that in the past the 
royalties for regions budget was not used to top up normal government activity. Under the previous government, 
the Southern Inland Health Initiative spent hundreds of millions of dollars in the provision of health services in 
regional areas. It certainly was the case that these things occurred. The Southern Inland Health Initiative is not in 
the budget these days. I have not checked every part of the budget papers to see whether it is there somewhere, but 
I do not think it exists currently. I assume the funding has been transferred out of that initiative and put into something 
else. Those four areas of funding make up 60 per cent of the royalties for regions budget. If we were to add other 
areas like community services et cetera, 70 per cent of royalties for regions funding would be going into the provision 
of services one would assume to be general government expenditure. Thus, honourable members, that is what I call 
the process of trans-subsidisation, because the money for those services is not provided from the consolidated 
account, it is retained in the consolidated account to be expended in other ways.  
Yesterday, for members who have not had a chance to listen to it on POWAnet, there was a very interesting exchange 
between the Minister for Regional Development and I on this particular issue. I know that we tend to have very 
interesting exchanges, but I recommend this one in particular because the minister put forward the position that 
the government does not really care which bucket of money its commitments come out of. Effectively, because 
the government is one party, it does not really matter. I suggest that it does matter. The exchange was instrumental 
in that outlined the minister’s thinking. I expressed the view that the royalties for regions budget was now engaged 
in 70-plus per cent trans-subsidisation that allows the government to spend money in all sorts of other areas without 
outlining precisely the way in which it is doing it. The minister’s response was, “Well, it doesn’t matter which bucket 
of money we pull this stuff out of.” Of course, the problem with that is that that bucket of money was, or should be, 
set aside for very specific purposes that are not supposed to be in competition with the metropolitan region. It is seen 
as a bucket of money that is available for specific outcomes for regional Western Australia. When the government 
starts to say that this is an all-of-government expense so it does not matter which bucket it comes from, it starts to 
make the royalties for regions budget far less important. When the royalties for regions budget is seen as far less 
important, people do not watch it so much, and then suddenly it is on the verge of destruction and disappearing.  
When the government came to power, it said that it would keep this program in place. I expected the government 
to make changes in it; I think it would have been foolish if it had not. I would have liked the government to first look 
at changes around the parameters—the ground rules by which it approves projects—the triggers around business 
cases and the audit process at the end of it to demonstrate not only that the projects were delivered, but also that 
they delivered on the expectation of economic development in a particular region. What was the economic benefit 
to the investment of this money? We can talk about social benefit, but my politics are right wing not left wing—it 
might surprise members to learn—so I am much more interested in the economic benefits that have been delivered 
and whether they are long-term, deliverable benefits. I am also very much interested in whether there are long-term 
costs that need to be considered in this process, because I remain of the view, and I think the Minister for Regional 
Development agrees, that there are projects that have been delivered that have significant long-term costs associated 
with them. I think that those things need to be enhanced around a project. If the government is interested in making 
this system work, I would be happy to work with it on the parameters and to ask the questions that need to be asked 
both before and after the delivery of one of these projects to make sure that we are get the best value for money 
out of them. I think royalties for regions has delivered some great projects, but I think that that program is not 
perfect. The John Langoulant report demonstrates that perfection is not easily obtained and that improvements can 
always been made to almost any government process or project. It would have been interesting for the government 
to have undertaken that sort of review rather the political process of trans-subsidisation, which appears to be its 
main agenda; that is, the Minister for Regional Development becomes the “minister for trans-subsidisation and 
election commitments of the Labor Party”. 
Debate interrupted, pursuant to standing orders. 
[Continued on page 6611.] 
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