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Thank you for the opportunity for the Chamber of Commerce and Industry of Western Australia to 
make a submission to the Standing Committee on Estimates and Financial Operations Inquiry into the 
Royalties for Regions Policy. 

CCI recognises the need for further investment in infrastructure in regional areas of W A, and the 
difficulties that many regional economies have faced in keeping pace with the level of investment 
arising from the state's extended phase of strong economic growth. 

However, CCI is concerned that the Royalties for Regions policy will place increasing pressure on the 
state' s budget position over the forward estimates at a time when revenues are easing in line with the 
more uncertain economic outlook. 

Of particular concern is the potential loss of the state' s AAA credit rating, because it would affect the 
government's borrowing costs directly, as well as providing a negative signal to investors and the 
wider business community on WA's risk profile and commitment to fiscal prudence. 

CCI believes that projects which form part of the Royalties for Regions policy should be considered 
within a publicly transparent, rigorous assessment framework, under which all capital works projects 
proposed by the Government should be reviewed. This will ensure that funding from the Royalties for 
Regions policy is directed towards projects which provide a nett benefit to regional communities, 
create wealth and increase the productive capacity of regional W A. This would help ensure that the 
State remains fiscally responsible. 

Further details of CCl's views on the Royalties for Regions policy can also be found in our 2009-10 
Pre-Budget Submission to the WA Go ent, which was recently provided to the Government. A 
copy is attached for the Committee' 0 1deration, with relevant sections highlighted. 
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About CCI 

The Chamber of Commerce and Industry of Western Australia (CCI) is the leading 
business association in Western Australia. 

It is the second largest organisation of its kind in Australia, with a membership of 

over 5,000 organisations in all sectors including manufacturing, resources, 

agriculture, transport, communications, retailing, hospitality, building and 

construction, community services and finance. 

Most members are private businesses, but CCI also represents organisations in the 

not-for-profit and government sectors. About 80 per cent of members are small 

businesses, and members are located in all geographical regions ofW A. 

Executive Summary 

WA's newly elected government has inherited an underlying budget position 

which remains strong, but is expected to weaken considerably over the forward 

estimates. 

While W A remains on track to maintain a significant budget surplus in the current 

financial year, this position is expected to deteriorate rapidly thereafter, with a net 

operating deficit forecast by 2011-12, as a result of weaker revenues and a high 

baseline level and growth in government expenditure. Of further concern is that 

this deterioration may also threaten the state's AAA credit rating. 

With the state' s budget position expected to deteriorate, CCI believes that careful 

financial management is needed more than ever to help guide the Western 

Australian economy and budget through the current challenging economic times. 

This theme forms the basis of CCl's 2009-10 Pre-Budget submission. 

High levels of government expenditure have come as a result of continued 

spending blowouts over a number of years - a trend that must change if the budget 

position is to improve. 

Control over general government expenditure is the cornerstone of good financial 

management. CCI is increasingly concerned that record budget surpluses in recent 

times have masked a worrying trend of excessive growth in government spending. 

CCI welcomes the Government's recognition of the need to contain expenditure 

growth, through its commitment to impose a once-off, three per cent efficiency 

dividend, as well as to conduct an Economic Audit of the operational and financial 

performance of the W A public sector. CCI believes that these measures will go 
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some way to stemming excessive growth in general government spending in the 
near term. 

However, it is important that ongoing measures are adopted to ensure expenditure 

growth is contained. Such measures must have a primary focus on containing 

wages growth, and include the setting of aggregate wage growth targets for 

departments and agencies, and instituting an efficiency dividend on output costs of 

at least one per cent a year. 

CCl welcomes the renewed focus of the W A Government to ensure that the public 

service operates effectively and is empowered to make decisions. This requires 

agency heads to be accountable for the actions of their agencies. eel has 

suggested key initiatives that the W A Government could introduce to improve 

government management, including the introduction of performance agreements 

with agency heads; meaningful and measurable key performance indicators for 

them and their agencies which should be agreed and published annually; and the 

development of a clear strategic direction, and key performance measures, for 

service areas. 

eel also believes that broader public service reforms, such as the reduction in the 

number of departments and agencies, are also necessary to ensure that resources 

are directed to their most valuable use. In particular, the Government should 

consider options for contracting out services to the private sector, privatisation of 

agencies, and abolition of agencies that are no longer relevant, or do not perform a 

core function of government. In this regard, eel's submission includes examples 

of the scale of reform that could be effected in the W A public service. 

Exerting control over expenses will also reduce pressure on the Government to 

find additional revenues during difficult fmancial times, which otherwise would 

further increase the burden upon taxpayers. 

Taxation is the most costly and intrusive facet of the interaction between 

government and business. Tax probably has more effect on the profitability and 

day-to-day operations of most businesses than any other government activity. 

Getting the tax structure right is the single most constructive reform that 

governments can make to promote a productive economy and competitive business 

sector. 

eel believes that the Western Australian Government should use the 2009-10 

Budget to demonstrate its commitment to providing genuine taxation relief and 

reform to taxpayers, and therefore improve W A's taxation competitiveness which 

has suffered in recent years as a result of relatively high tax rates and fixed 

thresholds, pushing taxpayers into higher tax brackets. 
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eel recognises that the anticipated weakening of the W A economy over the short 

term is likely to provide the government with little capacity to direct an adequate 

amount of funding towards tax cuts. However, this is not to say that some effort to 

provide taxation relief is not expected nor required in order to promote growth and 
investment in the State. 

The Government's election commitment for the provision of $250 million in tax 

cuts is welcomed by eel and seen as a positive fIrst step in what is hoped will be 

part of an ongoing program aimed at improving WA's tax competitiveness. 

Given the commitment to provide $250 million over four years is modest, eel 

believes this would best be applied to one tax reduction measure, in order to 

maximise its impact. Generally speaking, W A business has not enjoyed any 

decrease in the overall tax burden relative to other sections of the community and 

as such, there is a strong case for the Government to direct the election 

commitment for the $250 million provision for tax cuts to the business sector. In 

particular, payroll tax (reducing the payroll tax rate and increasing the exemption 

threshold), and also addressing the recent surge in land tax assessments, are 
priority tax issues. 

The W A Government plays a key role in the economic development of the State 

through the provision of high quality social and economic infrastructure and it is 

important that such infrastructure is provided in a fiscally responsible manner. 
While it is important for the Government to remain committed to maintaining a 

AAA-credit rating, the forecast deterioration in the state's financial position over 

the forward estimates reinforces the need for the Government to be prudent in its 

investment decisions to ensure net debt levels do not threaten this key financial 
target. 

There will always be numerous competing infrastructure requirements that must be 

prioritised and funded within a sound fiscal framework. It is for this reason that 

eel has long supported the development of a medium term infrastructure plan, to 

provide a greater degree of certainty as to the likely future infrastructure projects 

that will be undertaken in the State and assist in depoliticising the prioritisation 
process. 

In 2005, the previous State Government announced that it would be developing a 

State Infrastructure Strategy. While eel welcomed this announcement, and 

supported the proposed framework for assessing WA's future infrastructure needs, 

it was disappointing that the fmal report was never released. eel believes that the 

current State Government could make good use of this important body of work, to 

assess W A's future infrastructure requirements during this time of increasing 

budgetary pressures. 
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Not only should the Government prioritise the delivery of projects, it is equally 

important that consideration be given to constructing key projects in a 

counter-cyclical manner. Such a move will prevent a 'crowding out' effect, which 

is caused when both the public and private sectors compete for a limited amount of 
resources. 

eel supports the Government's infrastructure priorities identified in its recent 

submission to the National Infrastructure Audit. These projects, including the Ord 

Stage 2 project, common use infrastructure for Oakajee Port, the Northbridge 

Link, the Kimberley gas hub, Pilbara housing and indigenous essential services 

and transport links around the Perth Airport, will all provide a considerable benefit 

to the state. 

eel supports the Government's decision to prioritise key infrastructure projects to 

help manage the state's fmances as a result of the global financial crisis. The 

priority projects announced by the Government in early February (including the 

extension of the northern suburbs rail line to Butler, the construction of 1,000 new 

homes across the state, and a commitment to build a new museum in Northbridge), 

are valuable projects to the future development ofthe state. 

However, while eel understands the Government's ability to afford a much larger 

capital works program has been reduced in recent months, it is important it plan 

for the state's long term infrastructure needs, and resist the temptation to scrap 
projects that it has deemed not a priority for the immediate future. 

In addition to these projects, eel has compiled a list of key economic and social 
infrastructure priorities for consideration as part of the 2009-10 Budget, most of 

which have been detailed in previous submissions to Government. 

The availability of broadband in WA's metropolitan and regional areas is vital 

for state development and industry's participation in the digital economy. eel 
believes that the State Government should investigate ways to leverage its current 

telecommunications assets and future infrastructure projects to encourage greater 

competition in the industry. 

eel believes that the Government should bring forward the development of the 

Bunbury Outer Ring Road. This will provide access to proposed industrial areas 

to the east and south east of Bunbury and linkages to the Perth - Bunbury 

Highway, South Western Highway, Bussell Highway and the Port Access Road. 

In order to improve the vibrancy of Perth and support the longer term development 

of the state, eel also urges the Government to commit to the development of a 

vibrant and mixed used Perth Waterfront Precinct, and a new Multi-Purpose 
Outdoor Stadium. 
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While CCl's submission focuses on prudent fmancial management to ensure the 

sustainability of the state's finances in the context of a slowing economy, it also 

reinforces the importance of putting in place policies which will encourage growth 

and development over the longer term. 

CCl has identified a range of key policy priorities which it believes are necessary 

to ensure an economic environment that is conducive to innovation, growth and 
entrepreneurialism. 

Despite an improvement in the ability to source suitable workers in recent times, 

labour shortages still remains a critical longer term issue for W A businesses, 

particularly as baby boomers begin to retire and the relative size of the workforce 

shrinks. CCl believes that there is an important role for the State Government to 

ensure the W A economy has the workforce it needs. 

As part of the 2008-09 Skilled Migration program, the Commonwealth 

Government has expanded the abilities of State and Territory Governments to 

sponsor skilled migrants to address skill shortages in their jurisdiction. CCl 

believes that the W A Government should use these newly acquired powers to 

develop a state based migration program, which would play a critical role in 

addressing the skill needs of the state and ensure that WA meets its labour 
requirements going forward. 

The W A Government also has a role to play in terms of education and training, in 

particular developing programs to improve the educational attainment for certain 
sectors of the community, providing further education and training to older 

workers and the long term unemployed, and introducing greater innovation in the 

education system are all key strategies which the state Government can adopt to 

address the state's labour shortages. 

Other key reforms that the Government should focus on as part of a broad 

economic agenda include developing a state energy strategy to ensure a secure and 

reliable supply of energy, removing the state's archaic retail trading hours 

restrictions, undertaking a specific program to reduce regulation and red tape, 

facilitating reform in the education and training, and health and community 

services sectors, and representing the State's key industries in relation to climate 

change policies. 

This long term agenda is even more important during this current period of 

uncertainty and the associated downturn in the economy. Governments must resist 

calls for further regulation and industry assistance, and should continue an 

economic reform agenda that is critical to sustained, long term prosperity. No 

other economic system has proved as capable as free enterprise in providing the 

economic circumstances most likely to deliver a sustained, high standard of living. 
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Fiscal Management 

Recent Trends 

WA's newly elected government has inherited an underlying budget position 

which remains strong, but is expected to weaken considerably over the forward 

estimates. 

In the past five years, record budget surpluses have been recorded as strong 

economic growth boosted Government revenues, particularly due to rising receipts 

from stamp duty on conveyances and increased payroll tax from the growing 

business sector, while investment in the resource sector and high commodity 

prices have expanded the royalty tax base. 

W A is expected to maintain a positive budget position in the current financial year. 

According to the latest estimates contained in the 2008-09 Mid Year Financial 

Projections Statement (MYFPS), W A is on track to record a net operating surplus 

of $1.2 billion in 2008-09, although this has been revised downwards from the 
$1.9 billion estimate contained in the Pre-Election Financial Projections Statement 

released in August 2008 (Chart I). 

The downward revision to the state' s financial position reflects an expectation for 

weaker than anticipated economic growth, due to the impact of the global fmancial 
crisis on the state's key trading partners, particularly China. 

Recently released data shows that the W A economy has already begun to slow, 

while a number of major projects, mainly in the State's resources sector, have been 

delayed until conditions improve. Confidence among W A businesses has also 

fallen to record low levels. 

Although the W A economy will continue to experience solid growth this fmancial 

year, deteriorating international conditions have prompted CCl to revise its growth 

Chart 1 
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Chart 2 
Net Debt as a %of Revenue, WA 
2001-02 to 2011-12 
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forecast for the WA economy down to 3.5 per cent in 2008-09 from 5.5 per cent. 

Economic growth is expected to slow further in 2009-10 - down from 6.25 per 

cent to 3.25 per cent - as the full effects of the global financial crisis are felt. 

As a result, the State's budget position is also expected to deteriorate markedly 

over the forward estimates. The weaker budget position reflects in part slower 
revenue growth (due to lower tax and royalty receipts, as well as a diminishing 

share of the GST revenue pool), while government spending is expected to 

continue growing at an unsustainable rate (see Government Spending section). As 

a result, WA is expected to record a net operating deficit of $361 million by 
2011-12. It will be in deficit for the first time since 1999-2000. 

The weaker economic conditions are also expected to impact upon the state's net 

debt levels. With Government revenues forecast to drop off in coming years, 

combined with a record capital works program, the state's net debt to revenue ratio 

is expected to blowout to 50 per cent by 2010-11, and 60.9 per cent by 

2011-12 - well above the 47 per cent benchmark established by the previous WA 

Government as a level of debt that is consistent with a AAA credit rating 

(Chart 2). 
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Government Spending 

Recent Trends 

Control over general government expenditure is the cornerstone of good financial 

management. In recent years, however, the achievement of record budget 

surpluses has masked a worrying trend of excessive growth in government 
spending. 

Under the previous government, a fiscal target was introduced to cap the rate of 

growth in outlays to the level necessary to match price changes and population 

growth. However, the government failed to keep spending within this target in any 

of its years in office. Government spending is also expected to exceed this target 
during 2008-09. 

Government expenditure has grown at an unsustainable rate in recent years. In 

2007-08, general government spending reached $16.8 billion, up 61 per cent (or 

$6.4 billion) from its level at the beginning of the decade. Of this amount, 41 per 

cent was spent on salaries, while current transfers represented 22 per cent of 
government outlays. 

Worryingly, trend growth in expenses is also on the rise. In 2004-05, expenses 

growth reached nine per cent, and this was then followed by a further seven per 
cent increase in 2005-06, before surging another 8.6 per cent in 2006-07, and 

11.2 per cent in 2007-08 (Chart 3). 

The increase in expenses growth in recent times has been largely due to increasing 

salaries - both in absolute terms and as a percentage of the total budget. Salaries 

have increased by 75 per cent (or almost $3 billion) since the beginning of the 

decade, amounting to $6.9 billion in 2007-08 . The percentage of the State budget 

allocated to salaries has also increased from 38 per cent at the beginning of the 

decade, to 41 per cent in 2007-08. 

Chart 3 
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Looking ahead, growth in government expenses for the current fmancial year has 

also been revised upwards. Government expenses in 2008-09 are projected to be 

$881 million (or 4.9 per cent) higher than the estimate contained in the 

Pre-Election Financial Projections Statement. Almost 40 per cent of this increase 

was due to the Government's election commitments, with around one quarter of 

this increase related to the Royalties for Regions policy. 

Strong growth in government expenditure is also forecast to continue over the 

forward estimates. According to estimates contained in the MYFPS, Government 

expenses are expected to soar by 12 per cent in 2008-09, then rise by 3.8 per cent 

in 2009-10, four per cent in 2010-11 and 4.9 per cent in 2011-12 - which suggests 

that the W A Government will again struggle to keep a lid on expenses growth 

unless it takes urgent action. 

Need for Reform 

CCl has been concerned for many years about the failure of succeSSIve 
governments to rein in record spending growth. 

With the state' s budget position expected to deteriorate over the forward estimates, 

careful financial management is needed more than ever to help guide the Western 

Australian economy and budget through the current challenging economic times. 

Given that the root of the Government' s budgetary difficulties rests largely with 
ongoing high rates of spending growth, CCl believes that a key priority for the 

2009-10 budget will be to ensure that growth in general government expenses is 

contained. 

Containing expenditure growth will help prevent the budget from falling into a net 

operating deficit. The forecast deterioration in the state's net operating balance 

may increase pressure on the government to find additional sources of revenue 

through higher taxes and charges, which may in turn threaten the state' s 

competitiveness as an investment destination. 

A further priority for the 2009-10 budget should also be to preserve the State's 

AAA credit rating. The potential loss of the state ' s AAA credit rating is of 

concern, because it affects the government's borrowing costs directly, as well as 

providing a negative signal to investors and the wider business community on 

WA's risk profile and commitment to fiscal prudence. 

The current state government has recognised the need to stem excessive growth in 

expenditure. As a result, the Government has also committed to enforcing a three 

per cent efficiency dividend announced by the previous government, as well as 

conducting an Economic Audit into the operational and fmancial performance of 

the Western Australian public sector. The Economic Audit will examine state 
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government expenditure, the financial performance, management and service 

delivery standards of government agencies, the structure of government agencies, 
and State tax policies and options for regulatory reforms. 

eel welcomes the Government's commitment to these reforms. eel believes that 
enforcing a three per cent efflciency dividend will go some way to ensure that 

expenditure growth is contained, given that it will impose an important fiscal 

discipline on agencies. 

eel has identified a number of key initiatives which it believes will stem the 

excessive growth in government expenditure over the longer term. 

At the broadest level, eel supports a spending growth target which aims to ensure 

that growth in general government spending does not exceed the rate necessary to 

match growth in prices and population. Other key government objectives, 

including capping debt, retaining the AAA credit rating, and delivering budget 

surpluses and maintaining tax competitiveness (see Taxation section) would also 

be easier to attain if expenditure targets were achieved. 

Given that labour costs are the largest component of the general government 
sector's operating costs, containing wages growth is essential if overall 

expenditure growth is to be contained. 

Productivity improvement is also essential to delivering improved services without 

ballooning costs. Specific measures to contain unit labour costs should include: 

• setting aggregate wage growth targets for departments and agencies; and 

• instituting an efflciency dividend on output costs of at least one per cent a 

year, to encourage ongoing productivity improvements. 

eel welcomes the renewed focus of the W A Government to ensure that the public 

service operates effectively and is empowered to make decisions. This requires 

agency heads to be accountable for the actions of their agencies. 

Key initiatives that the W A Government could introduce to improve government 

management include: 

• the introduction of performance agreements with agency heads, and 

meaningful and measurable key performance indicators for them and their 

agencies, which should be agreed and published annually. This would ensure 

that senior public servants have clear direction in what is expected of them, as 
well as being held accountable for their performance; and 
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• the development of a clear strategic direction, and key performance measures 

for its service areas, for the term of government (with longer term plans also 

set down in major areas) to inform the public and its public servants of the 

Government's key priorities and objectives. 

Reform Program 

Given the magnitude of growth in government spending in recent years, 

particularly in relation to public service salaries, it is important that reforms are 

initiated which aim to increase productivity across the public service. This is 

especially important where it is clear that increased spending has not brought with 

it a commensurate increase in the provision of public services. 

Broader public service reforms such as the reduction in the number of departments 

and agencies are also necessary to achieve this goal. At present, W A's government 

structure has more agencies, departments, committees and government entities 

than most other states. 

eel urges the Government to commit to public sector reform as part of its 

Economic Audit. The aim should be to ensure that resources are directed to their 

most valuable use and that increased efficiencies are achieved in program delivery. 

Reviews of agency performance must be conducted by assessors independent from 

the agencies being reviewed and the results published. 

Principles 

eel believes that a whole-of-government approach to reform of the public sector 

should be adopted, based upon some key guiding principles: 

Activities should be regularly reviewed, the results published, and programs 

which are no longer valuable should be abolished. 

2 Services which can be delivered more efficiently through the private sector 

should be contracted out. 

3 Responsibilities for policy development, regulation and serVIce delivery 

should be separated wherever possible in order to limit conflicts in the interest 

and objectives of agencies and ministers. Similarly: 

a) Service agencies should not regulate themselves, competitors or potential 

competitors. 

b) External agencies should provide objective analysis of public sector 

agency performance. 
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4 Within these separate spheres of policy development, regulation and service 

delivery, agencies and departments which share similar core objectives and 

client bases should be combined under a single agency or authority. Priority 

should be given to departmental and agency mergers which offer likely 

efficiencies through pooling or synergies of skills, economies of scope and 

shared administrative costs. 

5 Government businesses should operate: 

a) according to clearly determined objectives and parameters. Where 

community service obligations and standards are imposed, these should be 

fully and transparently funded from general government and, if in a 

competitive or potentially competitive market, made contestable. 

b) with a commercial focus, aiming to make an appropriate return to 

government as owner and as tax collector while abiding by government 

policies on competitive neutrality and other competition policy 

requirements, and policies such as competitive tendering and contracting. 

6 Current public sector structures, staffing and funding should be adjusted to 

ensure that resources are used to deliver the appropriate level and quality of 
public services at the lowest cost. 

The following section provides examples of the scale of reform that could be 

effected in the W A public service. This is not an exhaustive list of options for 

public sector reform, but examples of the types of reforms that CCI believes the 

Government should consider as part of its Economic Audit. CCI also believes that 

further research should be conducted into the key line agencies, to determine 

options for increased non-government sector involvement in the delivery of key 

government services. 

Contracting Out and Privatisation 

CCI has identified a number of agencies that it believes would benefit from 

increased competition associated with private and non-government sector 

involvement, through contracting out key services, or complete privatisation. 

Chemistry Centre ofWA 

Given that the services provided by the Chemistry Centre of W A are largely 

commercial in nature, CCI believes that there is scope for the Chemistry Centre to 

be privatised. Such a reform could save the Government up to $30.9 million over 

the forward estimates. 
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Disability Services Commission 

The Disability Services Commission directly competes with the private sector in 

relation to the provision of accommodation services, early childhood intervention, 

therapy and local area coordination. Given that non-government disability service 

providers are more cost efficient, CCl believes that this function of the 

commission should be operated by the non-government or private sector. 

Non-government sector involvement in this agency would also address the conflict 

that arises whereby non-government service providers have a competitive 

disadvantage against the Disability Services Commission, particularly in relation 

to competition for funds and staff. Because the Commission controls the 

distribution of funds , service providers argue that the needs of the Commission as 

a service providers are addressed fIrst, with the needs of other service providers 

addressed thereafter. 

Lotteries Commission 

CCl believes that the Government should consider privatisation of the Lotteries 

Commission, given that its activities are largely commercial in nature. 

Other states have opted for privately operated lotteries. In Victoria and Tasmania, 

lotteries are operated by private companies Tattersalls and Intralot. In addition 

Tattersalls also operates lotteries in the Australian Capital Territory, and recently 

purchased Queensland's previously state-owned lottery, the Golden Casket. 

Perth Market Authority 

CCl believes that the privatisation of the Perth Market Authority could achieve 

signifIcant efficiency benefIts. 

Other central wholesale markets across Australia including the Sydney Market, 

Adelaide Produce Market, Brisbane Markets, and the Newcastle Markets are all 

successfully privately operated. Melbourne is the only other capital city where the 

central wholesale market is publicly owned. 

Port Authorities 

CCl believes that signifIcant benefIts could be achieved through increased private 

sector involvement in the State' s eight major ports in Albany, Broome, Bunbury, 

Dampier, Esperance, Fremantle, Geraldton, and Port Hedland. Full privatisation of 

these ports would provide signifIcant efficiency benefIts, and save the Government 

around $365.2 million in borrowings over the forward estimates. 

© All rights reserved 

2009-10 Pre-Budget 
Submission to the WA 
Government 

CH A MBER OF COMMERCE 

AND I NDUSTRY 

WESTERN AUSTRALIA 

Page 15 



Other states have already acted to privatise their ports. Victoria has privatisec\ the 

ports of Geelong and Portland, while all of South Australia 's major ocean ports 
were privatised eight years ago. 

The benefits of privatisation are reflected in the 2006 report prepared by Access 

Economics for the Australian Council for Infrastructure Development, Scorecard 

for the Design of Economic Infrastructure. In its assessment of ports, the report 

deemed South Australia and Victoria (whose ports are privatised) to be the highest 

performers, while Western Australia 's ports received a "very poor" rating. 

Public Transport Authority 

CCl believes that increased private sector involvement in the provision of public 

transport services would provide considerable efficiency benefits. 

Already, the state's bus network and ferry services are contracted out to the private 

sector. CCl believes that the state's train services should be no different. 

Racing and Wagering WA 

CCl believes that significant efficiency benefits could be achieved by increased 

private sector involvement in Racing and Wagering W A. 

While Racing and Wagering W A plays an important role in terms of regulation 

and monitoring racing activities in the state, there is considerable scope for 

privatisation of the state's Totalisator Agency Board (TAB). 

W A remains one of the only regions in Australia where wagering activities are 

operated by the public sector. The Queensland, South Australia and Northern 

Territory governments have all privatised the state's respective TABs, which are 

now operated by UNiTAB - a publicly listed company and subsidiary of Tatts 

Group Limited. Similarly, the Victorian and New South Wales Governments have 

also privatised their respective TABs, which are now operated by Tabcorp. 

Amalgamation Options 

CCl has also identified a number of agencies which could achieve considerable 

efficiency gains from amalgamation. 

Burswood Park Board 

CCl believes that significant efficiency benefits could be achieved by 

amalgamating the Botanic Gardens and Parks Authority and Burswood Park 

Board, to form one agency which is responsible for the state 's parks and gardens . 

Considerable savings could be achieved by combining the administration and 

support service components of these agencies. 
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In addition, the Burswood Golf Course (which is currently operated by the 

Burswood Park Board) is not a core function of Government. Given that this 

function is commercial in nature, CCI believes that it should be operated by the 

private sector. 

Cemeteries Boards 

eCI believes that considerable benefits could be achieved by amalgamating WA's 

nine regional cemeteries boards into one entity. Combining the administration and 

support service components of the aforementioned organisations has the potential 

to provide considerable savings. 

Redevelopment Authorities 

Given that the state's four redevelopment authorities were established to bypass 

local government approvals processes, CCI believes that these agencies be 

Given that these agencies perform a similar function, CCI believes that there is 

merit in amalgamating the Armadale, East Perth, Midland and Subiaco 

redevelopment authorities into a single entity. Such a reform has the potential to 

provide considerable savings through combining the administration and support 

service components of these agencies. 

Small Business Development Corporation 

CCI believes that there are significant opportunities for the core functions of the 

Small Business Development Corporation (SBDC) to be absorbed by other 
agencIes. 

There is considerable overlap between the functions of SBDC and a number of 

other government agencies and the private sector. In particular, SBDC's role in 

providing "advice" to businesses, and the attraction and sponsorship of business 

migrants and investors are functions which are also currently also being provided 

by regional development commissions, the Department of State Development, and 

non-government organisations (including CCI) and accordingly could be absorbed 

into these agencies respectively, or privatised. 

In addition, given that the State Migration Centre is not a core serVIce of the 

SBDC, CCI believes that these services could operate as an independent body, or 

contracted out to the non-government sector. 
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W A Meat Industry Authority 

CCI believes that the key regulatory functions of the W A Meat Industry Authority 

could be administered by the Public Health division of the W A Health 

Department, which already has a food industry division. In addition, the Midland 

Saleyards are a commercial operation which does not represent a core function of 
government, and could be operated by the private sector. 

Functional Review Options 

CCI has also identified a number of agencies whose functions it believes should be 
reviewed. 

Department of the Registrar of the WA Industrial Relations Commission 

CCI has long supported the pursuit of a single national system of industrial 

relations. This can only be achieved if the State were to cede its powers to the 

Commonwealth, which CCI believes should be considered as part of the review of 

the Industrial Relations Act 1979. 

The referral of the State's industrial relations powers to the Commonwealth would 
remove the need for the W A Industrial Relations Commission. This could lead to 

potential savings of up to $34 million over the forward estimate period. 

Potato Marketing Corporation 

CCI has repeatedly advocated the full deregulation of the potato industry in W A. 

W A is the only jurisdiction to regulate potato marketing and has been for a number 

of years. The anti-competitive aspects of this regulation include: 

• the ability to restrict the availability of land for growing potatoes for fresh 
consumption; and 

• the ability to fix the wholesale price of such potatoes and require that they be 

sold to the Government's statutory marketing authority. 

There is clearly no public benefit in regulating the supply of potatoes. Regulation 

has impeded competition in the W A potato market, leading to higher prices and 

lower choice for consumers. Producers have fewer incentives to innovate or 

respond to changes in consumer demand. 

Removing restrictions on potato marketing in W A also represented an important 

part of WA's obligations under the National Competition Policy (NCP). In its 

2005 assessment, the National Competition Council (NCC) found that W A was 

yet to meet its NCP obligations arising from the WA Marketing of Potatoes Act. To 
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meet these obligations, the NCC clearly delineated that the government must 

remove its potato supply and marketing controls. 

There is no place in 2009 in a modern free economy for laws controlling the 

domestic production, sale and selling price of a single commodity like the potato. 

CCI believes that the Government should review the relevant legislation and 

abolish the Potato Marketing Corporation. 

WA Land Authority (Landcorp) 

The W A Land Authority (Landcorp) directly competes with the private sector in 

relation to the development and release of land for residential purposes. In recent 

times, Landcorp might have contributed to the shortages of housing by controlling 

the release of land onto the market, possibly motivated by pressure to maximise its 

revenue and in turn its dividend to government. 

CCI believes that significant benefits could be achieved by returning Landcorp to 

its original function as a "developer of last resort", targeting low-to medium home 

buyers with a key focus on sustaining affordable housing and home ownership; 

and having Landcorp focus on the release of land, suitable for development by the 

private sector in a timely and well planned fashion. 

Review of Agencies and Committees 

CCI has identified a number of agencies and committees that should be reviewed 

as their purpose might not be clear, or might no longer be relevant. Some examples 

of such agencies and committees are detailed below. 

• Abalone Management Advisory Committee. 

• Abrolhos Islands Management Advisory Committee. 

• Animal Resources Authority 

• Beekeepers Consultative Committee. 

• Cattle Industry Compensation Act Research Fund Advisory Committee. 

• Chicken Meat Industry Committee. 

• Coal Miners' Welfare Board ofW A. 

• Community Cultural and Arts Facilities Fund Assessment Panel. 

• Dental Prosthetists Advisory Committee. 

• Director of Equal Opportunity in Public Employment. 
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• East Rockingham Industrial Park Community Advisory Committee. 

• Eastern Goldfields Transport Board. 

• Ellenbrook Joint Venture Board. 

• Engineering Evaluation Initiative Steering Committee. 

• Fluoridation of Public Water Supplies Advisory Group. 

• Gender Reassignment Board. 

• Geographic Names Committee. 

• Government Domain Reserve Board. 

• Inclusion and Integration Grants Program Assessment Committee. 

• Integrated Fisheries Allocation Advisory Committee. 

• Joint Trawl Management Advisory Committee. 

• Kangaroo Management Advisory Committee. 

• Kent Recovery Team. 

• Major Stadia Taskforce. 

• Premier's Water Foundation. 

• Professional Combat Sports Commission. 

• Purse Seine Management Advisory Committee. 

• State Underground Power Steering Committee. 

• W A Bicycle Committee. 

• W A Coastal Shipping Commission. 

• Walking W A Committee. 

• W A Marine Manning Committee. 

• W A Threatened Species and Communities Consultative Committee. 

© All rights reserved 

2009-10 Pre-Budget 
Submission to the WA 

Government 

CH AMBER O F C O M ME I 

AND INDUS T RY 

WES TERN AUS TR ALI A 

Page 20 



Expenditure Priorities 

Three Per Cent Efficiency Dividend 

eel welcomes the State Government's commitment to enforcing a three per cent 

efficiency dividend across the public sector, and urges the Government to ensure 

that such savings are achieved, given that it will impose an important fiscal 
discipline on agencies. 

Such a target should not adversely affect the level of services, given that the strong 

growth in Government spending in recent times has not led to a commensurate 

increase in service delivery or improved productivity. 

eel believes that the three per cent efficiency dividend is an appropriate savings 

target. Smaller agencies and those which deliver non-essential services should not 

be adversely affected, given that their funding and accordingly expenditure levels 

have grown strongly in recent times. In addition, the three per cent savings target 

is proportional, and as such will not disadvantage agencies based upon their size or 

function. 

Royalties for Regions 

While eel recognises the need for further investment in wealth-creating 

infrastructure and essential services in some regional areas of W A, it is concerned 

that the Royalties for Regions policy will place increasing pressure on the state's 
deteriorating budget position over the forward estimates. 

eel believes that the Royalties for Regions policy should be tied to well-defined, 

transparent and measurable outcomes, to ensure that resources are directed to their 

most valuable uses, and to ensure accountability. 

Health expenditure - Preventative Health 

Seven modifiable risk factors contribute 32 per cent of the burden of disease 

(illness and disability) in Australia. In Western Australia, diseases such as 

cardiovascular diseases and cancer are among the leading cases of hospital 

admission. These diseases can be attributed to risk factors such as tobacco, 

alcohol and overweight and obesity and as such could be modified through greater 

investment in preventative health programs and a whole-of-government 

commitment to well-planned prevention programs. 

Expenditure on prevention and health promotion services as a proportion of total 

recurrent health expenditure has fallen progressively since 2003-04. eel believes 

that expenditure on preventive health care must be given higher priority than is 

currently the case. Significantly greater investment is urgently needed to ensure 

that overall health expenditure can be sustained in the longer term. 
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Education - Rationalisation and Reorganisation of Schools 

Rationalisation and reorganisation of schools within an education district would 

almost certainly result in significant budget savings and associated reinvestments. 

For example, possible amalgamation of schools with declining numbers, locating 

new schools near transport hubs, and linking where practicable with TAPE 
colleges, could provide some solutions. 

Such a move would assist with teacher shortages, while larger school populations 
would also enable schools to provide the opportunity for an extended curriculum 

and a better quality education, which would assist in meeting the state's labour 

requirements going forward. In addition, such reforms would also assist with the 

rollout of technology, which is currently hampered by the huge costs associated 

with implementation of the Federal Government's Digital Revolution. 
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Taxation 

In recent times, WA's booming economy helped deliver strong revenues to the 

State government, which was further magnified as a result of relatively high tax 

rates and the absence of any coordinated efforts to address the impact of bracket 

creep. 

Since the current W A Government came to office in September 2008, the 

economic outlook has altered considerably as a result of the global financial crisis, 

and the associated deteriorating international economic conditions. This will in 

tum have implications for the State's budget position, which is now expected to be 

decidedly weaker due to slowing revenue growth. 

During this period of economic uncertainty, it is important that governments (both 

State and Federal) do what they can to stimulate the economy and ensure their 

actions do not place undue financial burden on business and households. 

Taxation is the most costly and intrusive facet of the interaction between 

government and business. Tax probably has more effect on the profitability and 

day-to-day operations of most businesses than any other government activity. 

Getting the tax structure right is the single most constructive reform that 

governments can do to promote a productive economy and competitive business 
sector. 

All levels of government should aim to minimise the overall effect of the tax 

system on the business sector and individuals and therefore promote an economic 

environment that creates employment, income and wealth. The tax system is an 

important component of the economic environment for business and therefore 

government should seek to provide an overall taxation regime which encourages 

business investment. 

For businesses whose investment is mobile, an uncompetitive tax system may be a 

determining factor for a business owner considering where to set up its operations. 

It is therefore imperative that even during these periods of budget pressure, 

taxation measures are considered as they can have a lasting impact on the long 

term growth in the economy. 

Tax Competitiveness 

CCl believes that the W A Government should use the 2009-10 Budget to 

demonstrate its commitment to providing genuine taxation relief and reform, and 

therefore improve the state's taxation competitiveness which has deteriorated 

considerably in recent years. 
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Relative tax competltlveness across states and territories and overseas is an 

important issue for the business sector, especially given the current uncertainty in 

the global economy. Tax competition between states is a fact of life in Australia's 

federation, and governments that ignore it do so at their cost. 

While CCI has expressed a preference for tax competitiveness to be measured on a 

per capita basis, using any measure it is clear that the tax burden placed on 

Western Australian taxpayers has increased substantially in recent years. 

Using the previous State Government's original target (no change in the per capita 

tax ranking), W A has gone from being the third highest taxing State and well 

below the all-states average in 2000-01, to become the highest taxing state 

(overtaking Victoria in 2003-04 and NSW in 2005-06) and well above the 

all-states average in 2007 -08 (Charts 4 and 5). 

State taxes on a per capita basis have increased strongly - from an average of 

$1,529 per person in 2000-01 up to $2,980 per person in 2007-08 - almost 

doubling over the period. 

Tax as a percentage of GSP also increased strongly over the previous W A 

Government's time in power. In 2000-01, tax as a percentage of GSP was 3.86 per 

cent, increasing to 4.11 per cent in 2007-08 - an increase of 6.4 per cent. By 

comparison, the weighted average of the other states has actually fallen, gomg 
from 4.90 per cent in 2000-01 down to 4.75 per cent in 2007-08. 

The tax to GSP ratio also masks a period in which tax revenue has more than 

doubled (increasing by 123 per cent) over the past seven years, while the W A 

economy has expanded by 109 per cent in nominal terms and 45 per cent in real 

terms. 

The Commonwealth Grants Commission measures of taxation effort also show an 

increase in the taxation burden. Using the Commonwealth Grants Commission 
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comparative measures of taxation effort, W A has the greatest revenue raising 

ability. In 2006-07, if States had applied average tax rates, W A would have raised 

the most revenue per capita of $3,852. The Grants Commission also found that 

WA's actual revenue was even higher, equivalent to $4,049 per capita and around 

42 per cent higher than the next ranked State, NSW, and 48 per cent higher than 

the national average of $2,734 per person. 

The focus of tax competition should be on ensuring the overall revenue burden is 

as low as possible and that revenue is raised in the most efficient and least 

distorting manner. 

The importance of business III general to the growth profile of this state is 

significant. The strong economic conditions since the beginning of the decade 

generated an unprecedented amount of wealth for the state government, in the 

form of higher taxation receipts and mining royalties. To a large extent, this wealth 

has been created as a result of the massive amounts of investment which has been 

undertaken by business trying to capitalise on global economic conditions. 

While the economy has grown by around 45 per cent since the start of the decade, 

investment by business has surged by 261 per cent and has been by far the major 

driver of growth, accounting for over 60 per cent of the state's economic growth 

over the period. However, as economic conditions become less favourable, it 

becomes even more important to ensure that the tax system does not act as a 
disincentive to further investment in the W A economy. 

Tax Priorities 

The anticipated weakening of the W A economy over the short term is likely to 

provide the government with little capacity to direct an adequate amount of 

funding towards tax cuts. However this is not to say some effort to provide 

taxation relief is not expected nor required in order to promote growth and 

investment in the State. 

The Government's election commitment for the provision of $250 million in tax 

cuts is welcomed by CCI and seen as a positive first step to providing urgently 

needed taxation reform. However, it is hoped that this will be part of an ongoing 

program aimed at improving WA's tax competitiveness. 

In order to improve W A's relative tax position to the average of the other states, it 

is estimated that a once-off reduction in taxes of $1.2 billion would be required, 

which highlights the scale to which W A's tax competitiveness has deteriorated in 

recent years. 

Given the commitment to provide $250 million over four years is modest, CCI 

believes this would best be applied to one tax. Generally speaking, W A business 
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has not enjoyed any decrease in the overall tax burden relative to other sections of 

the community and as such, there is a strong case for the Government to direct the 

election commitment for the $250 million provision for tax cuts to the business 

sector. In particular, payroll tax (reducing the payroll tax rate and increasing the 

exemption threshold), and also addressing the recent surge in land tax assessments, 
are priority tax issues. 

CCl believes the new Government also has access to a significant body of work, 

which was undertaken by the previous Government, to consider in reforming the 

state's taxation system further . CCl was one of the stakeholders that had 

significant input into the State Tax Review, providing two detailed submissions 

and forming part of the external Reference Group. While CCl was disappointed 

that the final report compiled by the Department of Treasury and Finance did not 

go far enough in terms of the quantum of tax cuts, it nonetheless recommended a 

number of worthwhile reforms, which would, if implemented, make a significant 

contribution to improving the state' s tax system and its overall burden on 

taxpayers. 

Payroll Tax 

Payroll tax raised $l.9 billion for State Government in 2007-08, to be up 20 per 

cent on the previous year, and is now more than double than it was in 2000-0l. As 

a result, WA recently overtook NSW in 2007-08 to become the highest payroll 

taxing State (in per capita terms) in the nation. 

Payroll tax has become an increasing burden on small businesses, with many now 

caught in the payroll tax net as a consequence of rising wages, and an exemption 

threshold that has been unchanged since 2004. 

Based on latest earnings data, a business in Western Australia would only be able 

to employ 11 full time workers on average wages of $67,000 a year before being 

liable for payroll tax. By contrast, when the exemption threshold was last adjusted 

in 2003, a business could employ 15 staff before it had to start paying payroll tax 

(based on average weekly earnings) (Chart 6). 

While CCl has long argued for cuts to the payroll tax rate over increases in the 

exemption threshold, the extent of bracket creep suggests that the exemption 

threshold is also an important reform objective, so that small businesses continue 

to be exempt from payroll tax. 

Based on average weekly earnings, the exemption threshold would need to 

increase considerably, to $ 1.3 million, and be indexed thereafter to ensure that all 

small businesses are exempt from payroll tax. 
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Chart 6 
Number of Employees* in Payroll Tax Exemption Threshold 
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Aside from the urgently needed threshold adjustments, the payroll tax rate in W A 

is the second highest in the nation at 5.5 per cent. Other states have been active in 

providing tax cuts in recent years, despite significantly weaker fiscal positions. 

Victoria has gradually cut its payroll tax rate down to 4.95 per cent, from 5.25 per 

cent in June 2006, while the NSW and SA Government's recently cut the payroll 

tax rate to 5.75 per cent and five per cent (falling to 4.95 per cent by 1 July 2009), 

respectively (Queensland remains the most competitive state in relation to payroll 

tax, with its rate sitting at 4.75 per cent). 

Land Tax 

Land tax is a major revenue source for the State Government raising $421 million 

in 2007-08 or around 6.5 per cent of total taxation receipts, which is up over 90 per 

cent over the previous Government's time in office. Based on the Government's 

recently released MYFPS, land tax revenue is anticipated to surge by 33.5 per cent 

in 2008-09, to $562 million (Chart 7). 

The W A Government also collects an additional 0.15 per cent on the unimproved 

value of land which is liable for land tax and located within the metropolitan 
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region, under what is known as the Metropolitan Region Improvement Tax 

(MRIT). W A is the only state to apply such an additional tax on land. The MRIT 

resulted in the collection of an additional $76 million in taxation revenue over 
2007-08. 

eel welcomed the W A Government's recent changes to land tax rates to ensure 

that land tax revenues did not increase beyond what was initially estimated in the 

2008-09 Budget. However despite these efforts, the burden on many W A 

businesses has increased significantly, and has been made all the more challenging 
given the current economic circumstances. 

It has come to eel's attention that many businesses have been issued their land tax 

assessments with increases of up to ten times from the previous year. While eel 

realises that some property values have increased strongly in recent years, sharp 

increases in land tax assessments at times when conditions in the property market 

are in fact easing have raised confusion on the methodology used in applying land 

tax in any given year. 

eel expects that such assessments are unlikely to be isolated incidents, and 

therefore requires government consideration as to what it can do to assist such 

taxpayers, which may find it challenging to pay such an increase. Such increases 

are also at odds with current market conditions, which is creating further 

confusion. 

It is also important that the W A Government review the land tax assessment 

process to ensure that such outcomes do not occur again in future. Such a review 

would need to determine whether the methodology that underpins the land tax 

assessments is sound, and reflects the true value of property; how such significant 

increases are mitigated in anyone year; and what measures should be taken to 

ensure that the land tax bill does not rise ahead of the rate of increase in the value 
of the property. 

eel believes the application of such increases in tax in anyone year is likely to 

put a significant fmancial strain on many small and medium businesses. This strain 

is even more pronounced given the cost pressures and uncertainty that many 

businesses are facing given the current economic climate. 

As part of a review process, it is important that the methodology underpinning the 

assessment process is reviewed so that large and unexpected increases in land tax 

do not occur again. One option could be the application of a five year moving 

average, which would average out the land valuations of the most recent five years 

resulting in less volatile tax bills, preventing the negative impacts on taxpayers of 
any unexpected large tax increases in anyone year. 
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Infrastructure Development 

High quality economic infrastructure, appropriately-placed suitable land and 

efficient planning processes are key enablers for industry growth and the attraction 

of business investment to Western Australia, particularly for industries where the 

investment location is flexible. Access to appropriate infrastructure is also 

fundamental to ensuring that the whole community can contribute to, and share in, 

the state's wealth and quality oflife. 

The W A Government plays a critical role in the facilitation and development of 

vital social and economic infrastructure, and it is important that such infrastructure 

is provided in a fiscally responsible manner. While it is pleasing this Government 

remains committed to maintaining net debt as a percentage of revenue below the 

47 per cent benchmark established by the previous WA Government as a level of 

debt that is consistent with a AAA credit rating, estimates for a deteriorating 

budget position over the forward years highlight a need for the Government to be 

prudent in its investment decisions. 

Not only is it important for the Government to prioritise the delivery of projects 

but it is equally important that consideration be given to constructing key projects 

in a counter-cyclical manner. Such a move has a number of advantages for both 

business and government. 

Timing the construction of major government infrastructure projects to occur when 

private investment eases is important to prevent a 'crowding out' effect from 

occurring. This is caused when both the public and private sectors compete for a 

limited amount of resources, including labour. With labour shortages remaining a 

key constraint on the WA economy, minimising the crowding out effect would 

also limit cost blowouts and delays for completion, which have been an 

undesirable feature of recently completed infrastructure projects of both the public 

and private sectors. 

Such a strategy has the added advantage of acting as an economic 'stabiliser', by 

ensuring investment activity is maintained despite any fall in activity in the private 

sector, in much the same way as running a deficit has an expansionary effect on an 

economy. 

State Infrastructure Strategy 

There will always be numerous competing infrastructure requirements that must be 

prioritised and funded within a sound fiscal framework. It is for this reason that 

CCI has long supported the development of a medium term infrastructure plan, to 

provide a greater degree of certainty as to the likely future infrastructure projects 
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that will be undertaken in the State and assist in de-politic ising the prioritisation 
process. 

In 2005, the previous State Government announced that it would be developing a 

State Infrastructure Strategy. While CCI welcomed this announcement, and 

supported the proposed framework for assessing W A's future infrastructure needs, 

it was disappointed that the final report was never released, particularly at a time 

when increasingly critical social and economic infrastructure needs were 

emergmg. 

Nonetheless, CCI believes that the current State Government could make good use 

of this important body of work, to assess W A's future infrastructure requirements 

during this time of increasing budgetary pressures. 

It is also important the Government increases its transparency in relation to its 

Capital Works and infrastructure programs. Greater transparency in its 

infrastructure programs will provide the private sector with a greater degree of 

certainty as to the likely future infrastructure projects that will be undertaken in the 

State, also improving the business sector 's decision making processes. 

Infrastructure Priorities 

State Government Priorities 

CCI supports the Government's infrastructure priorities identified in its recent 

submission to the National Infrastructure Audit, including the Ord Stage 2 project, 

common use infrastructure for Oakajee Port, the Northbridge Link, Pilbara 

Housing and Indigenous Essential Services and transport links around Perth 
Airport. 

In relation to the Perth Airport upgrade, CCI, through its consultation with the W A 

Airports Corporation, has found a number of roads require either immediate 

extension or improvement or work over the outlook period. 

The highest priority work requiring immediate attention includes an upgrade of the 

Tonkin HighwayIKewdale RoadIHorrie Miller Drive intersection, an upgrade and 

extension to the airport at the Tonkin Highway/Leach Highway intersection, and 

upgrade of the Great Eastern HighwaylFauntleroy Avenue intersection. 

Other work that will be required to be completed in the next 3-5 years includes the 

upgrade to six lanes of the Great Eastern Highway (Graham Farmer Freeway to 

Fauntleroy Avenue 5-6km) and Tonkin Highway (Collier Road to Roe Highway). 

There is also an additional upgrade of the left lanes of Tonkin Highway and Boud 

Avenue that is necessary. 
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Meanwhile, it is unclear at this stage why public funds are required for the 

development of common use infrastructure for Oakajee Port, given that it is 

understood that the private sector had previously committed to funding this 

project. 

CCl also welcomes the Government's moves to develop a gas hub ill the 

Kimberley. 

CCl supports the Government's decision to prioritise key infrastructure projects to 

help manage the state's finances as a result of the global financial crisis. The 

priority projects announced by the Government in early February (including the 

extension of the northern suburbs rail line to Butler, the construction of 1,000 new 

homes across the state, and a commitment to build a new museum in Northbridge), 

are valuable projects to the future development of the state. 

However, while CCl understands the Government's ability to afford a much larger 

capital works program has been reduced in recent months, it is important it plan 

for the state's long term infrastructure needs, and resist the temptation to scrap 

projects that it has deemed not a priority for the immediate future. 

In addition to these proj ects CCl has compiled a list of key economic and social 

infrastructure priorities for consideration as part of the 2009-10 Budget, most of 

which have been detailed in previous submissions to Government. 

Broadband in WA 

The availability of broadband in Western Australia's metropolitan and regional 

areas is vital for State development and industry's participation in the digital 

economy. It is important for the Government to leverage initiatives such as the 

National Broadband Network to extend the network's benefits beyond major 

population centres. 

Competition and the promotion of competition ought to be government's 

overriding objective for policies regarding the telecommunications industry. 

Competition must be introduced into WA's networks to not only bring with it 

improved service but lower prices . The W A Government should investigate how it 

can make best use of its telecommunications assets (such as electricity poles, pits, 

pipes, road and rail easements) and other current and future infrastructure projects 

(such as the gas pipeline) to encourage greater competition in the 

telecommunications industry. 

CCl understands that a large number of small, medium and large enterprises in 

regional, rural and remote areas can not afford to pay the high cost of establishing 

an appropriate broadband connection. This has meant that many W A businesses 

have been unable to exploit the new opportunities created from advanced 
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broadband technologies such as video conferencing, off-site automation, 

virtualisation, improved education and health services, among others. 

By improving industry's access to broadband, the State will facilitate innovation, 

productivity growth and a greater interaction of industry to the national and 
international economy. 

Bunbury Outer Ring Road 

With the Perth Bunbury Highway due for completion in 2009, it is important that 

the Government bring forward the development of the Bunbury Outer Ring Road 

together with the Port Access Road and a flyover at the Eelup Roundabout. These 

works will ensure that increased traffic to the south-west does not bottle neck at 

Bunbury where the Eelup Roundabout already has a high accident rate. 

This infrastructure is seen as a priority to provide access to proposed industrial 

areas to the east and south-east of Bunbury and support linkages to key road 

arteries linking population and industrial growth areas, particularly the Perth 

Bunbury Highway, South Western Highway and Bussell Highway. 

A New Multi-Purpose Outdoor Stadium 

There is a clear business case to developing a new multi-purpose outdoor stadium 

in Perth, as highlighted by the Stadia Taskforce report which was released in May 

2007. CCI believes this proposal remains vital to the development of a vibrant 
city. 

The benefits of a world class stadium to the community are widespread. A world 

class stadium will not only add to the creation of a vibrant city, but allow the 

community to experience major sporting events and state of the art facilities. 

Perth Waterfront Redevelopment 

The Perth Waterfront Redevelopment 1S planned to create a vibrant 

people-oriented precinct for tourists and the local community, which connects the 

Perth CBD to the Swan River and enhances the appeal and amenity of city. 

Commitment to such a development will underpin future business development 

and investment attraction on and around the Mounts Bay foreshore. 

CCI has long supported the foreshore redevelopment and continues to encourage 

Government to deliver a vibrant and mixed use waterfront precinct. Such a project 

is long overdue for Perth. 

Royalties for Regions 

WA's strong economic growth has been driven by substantial investment in the 

resources sector in all of the state's regions. However, many regional economies 
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have been unable to keep pace with the level of investment, partially because of its 

sheer size but also due to the difficulties experienced by state and local 

governments to deliver services and to enable the community to expand with the 

local economy. 

While eel supports additional infrastructure investment in parts of regional W A, 

it believes that a strategy should be put in place to ensure the appropriate 

prioritisation of infrastructure projects, to make certain that funding from the 

Royalties for Regions policy is directed towards projects which provide a net 

benefit to regional communities, or increase the productive capacity of regional 
WA. 

Accordingly, it is important that projects considered as part of the Royalties for 

Regions policy undergo the same stringent assessment process as any investment 

project, and underpinned by the twin objectives of cost benefit analysis and 

opportunity cost evaluation. Such a process was outlined in the State Infrastructure 

Green Paper released by the previous State Government in September 2006 - and 

this has been an assessment framework that eel has long supported. 

Once of the concerns that eel had with the previous Government's State 

Infrastructure Strategy process was that it may not take into account the needs of 

regional W A, due to the high cut off values for projects to be considered. eel has 

advocated for the development of a similar strategy for the state's regions, and 
believes that this would be an appropriate means to ensure the state remains 
fiscally responsible and maintains its AAA credit rating. 
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Economic & Social Agenda 

While the weakening economic conditions being experienced at present require the 

Government to make prudent decisions to ensure the sustainability of the state's 

finances, it is important not to lose sight of the prospects for the W A economy 

over the longer term. 

The long term reform agenda has become even more important during this current 

period of uncertainty and the associated downturn in the economy. Governments 

must resist calls for further regulation and industry assistance, and rather continue 

an economic reform agenda that is critical to sustained long term prosperity. No 

other economic system has proved as capable as free enterprise of providing the 

economic circumstances most likely to deliver a sustained high standard of living. 

In this regard, eel believes that it is imperative that the Government put in place 

policies to encourage growth and development over the longer term, and address 

the key challenges that are facing the W A economy so that it is prepared for the 

inevitable upturn. Investment in wealth creating, and nation building infrastructure 

will also help stimulate business growth and economic expansion during this 

period of economic uncertainty. 

While W A's recent outstanding economic growth has created much wealth for the 

state, it has also brought with it some challenges and constraints which could 
potentially limit the state's ability to reach its full growth potential going forward. 

eel has identified a range of key policy priorities which it believes are necessary 

to ensure an economic environment that is conducive to innovation, growth and 

entrepreneurialism. These policies are contained in eel's Strategies for Growth 

policy manifesto, which was released in the lead up to the 2008 state election. 

In addition to the priorities of public sector reform, taxation and infrastructure 

which are discussed above, eCI's policy priorities include: 

• addressing labour shortages; 

• energy; 

• retail trading hours; 

• regulatory reform; 

• education and training; 

• health and community services; and 
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• climate change. 

Further detail about each of these policy priorities can be found in the following 

section. 

CCl recognises that the Government has already taken significant action m 

relation to a number of these policy issues. 

CCl welcomes the Government's moves to streamline the state's cumbersome 

approvals processes, by changes to the structure of Government, in particular the 

reconstitution of Department of Industry and Resources and the Department of 

Consumer and Employment Protection into the Department of Mines and 

Petroleum, Department of State Development and Department of Commerce. 

CCl also welcomes the Government's moves to begin discussions around 

extending retail trading hours, securing a reliable energy supply, and supporting 

the state' s interests at a Commonwealth level in relation to climate change -

particularly through its calls to delay the introduction of the proposed emissions 

trading scheme, and protect the state's emissions intensive, trade exposed 

industries. 

While these measures go some way to addressing the challenges facing the state, 

CCl believes that further action is needed to ensure that the state has a policy 

environment that will allow it to leverage off current and future economic 

opportunities. 

Addressing Labour Shortages 

Despite an improvement in the ability to source suitable workers in recent times, 

labour shortages still remain a critical issue for W A businesses, particularly over 

the longer term as baby boomers begin to retire and the relative size of the 

workforce shrinks. CCl believes that there is an important role for the Government 

to take the lead on this issue. 

While many of the ways that the labour supply can be increased rest with the 

Commonwealth Government, the W A Government has an important role in 

facilitating the development of human capital, through articulating the importance 

and urgency of this matter to its Commonwealth counterparts, as well as 

addressing state based policy issues. 

As part of the 2008-09 Skilled Migration program, the Commonwealth 

Government has expanded the abilities of State and Territory Governments to 

sponsor skilled migrants to address skill shortages in their jurisdiction. CCl 

believes that the W A Government should use these newly acquired powers to 

develop a state based migration program, which would play a critical role in 
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addressing the skill needs of the state and ensure that W A meets its labour 
requirements going forward. 

CCl has called for a well planned and co-ordinated national approach to ensure 

there will be sufficient people entering the labour market in the future. Addressing 

labour shortages must be an absolute policy priority for the State Government, and 

must not only look at policies within its jurisdiction, but also playa leading role in 

advocating changes to policies which are a Commonwealth Government 

responsibility. 

Key strategies include: 

• advocating changes to Australia's permanent and temporary immigration 

programs, as part of a broader strategy to boost the labour force; 

• looking at programs that facilitate greater mobility of labour between states and 

within states; 

• developing programs which aim to improve the educational attainment of older 

workers, the long-term unemployed, people with disabilities, and indigenous 

Australians; 

• providing further education and training to older workers and the long term 

unemployed, to raise their productivity; 

• introducing greater innovation in the education system, including through 
reforms to funding arrangements which are based on improving outcomes 

rather than following processes; 

• embracing COAG's National Reform Agenda, which will help deliver 
productivity improvements throughout the economy; 

• develop a regional migration program specific to Western Australia 's human 
capital needs; 

• addressing housing affordability; and 

• embracing an agenda to improve the vibrancy of Perth and liveability of the 

regIOns. 

Energy 

The secure and reliable supply of energy is the lifeblood of an economy, and is 

particularly important for an energy intensive economy like W A. 
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The disruptions to the state's gas supply in the past year have highlighted the 

vulnerable nature ofWA's energy supply. 

In order to ensure a secure and reliable supply of energy, it is critical that the 

Government produce a State Energy Strategy, which would provide direction with 

respect to management and development of natural energy resources, energy 

production, security and supply. 

CCl believes that the Government must, in consultation with W A business and 

industry, develop a State Energy Strategy which considers: 

• the key issues confronting the W A energy sector, including climate change, 
international competitiveness, security of supply and alternative energy 

sources; 

• international best practice for energy governance; 

• the role of Government and independent Regulators within energy markets ; 

• the structure and performance of the established energy markets in W A, and 

potential areas for change; 

• the degree of additional infrastructure investment that will be required across 

W A to support expected growth in demand; 

• Government Emergency Powers, as they relate to energy, in terms of their 

appropriateness, flexibility, and use; and 

• cost reflective pricing, which sends an appropriate pricing signal to the market 

to manage demand, and trigger capital investment in the energy sector. 

In relation to electricity, CCl does not support any proposal to re-aggregate 

Synergy and Verve, in an attempt to prevent further losses from Verve. CCl does 

not believe that such a reform represents a solution to remedy the current fmancial 

problems faced by Verve. 

CCl has long advocated a program of electricity sector disaggregation for W A. 

CCl believes that the current dis aggregated market structure provides better 

opportunities for private sector investment, ensures sufficient energy supply and 

improves marketplace competition. For customers, this means improved service 

delivery and lower prices. 

CCl believes that the fundamental problem with the current electricity market in 

W A is that residential tariff caps, which have been set and maintained by 

successive State Governments, have resulted in Verve being unable to recoup the 
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full cost of generation. This is not a problem associated with the market structure 
itself. 

Over recent years, W A has experienced increasing labour and construction costs, 

in addition to gas prices which have more than quadrupled. As a direct 

consequence of these higher input costs combined with a fixed tariff limiting the 

ability to pass on higher costs, Verve has been burdened with large cash deficits 

through the operation of the netback pricing arrangements within the vesting 

contract. 

CCI looks forward to working with government to move forward on electricity 

sector reform. 

Retail Trading Hours 

The issue of retail trading hours has long been one of contention in W A, with 

much debate surrounding the issue since the Retail Trading Hours Act 1987 

commenced in 1988. While the extension of retail trading hours was taken to 

referendum in 2005, WA has since experienced a significant economic and 

demographic transition which has brought about the need for the issue to be 
re-examined. 

W A is one of the only remaining jurisdictions across Australia that has not 

deregulated retail trading hours in line with the National Competition Policy. 

The economic transition of the state in recent years is a driving force behind the 

need to remove restrictions on retail trading hours. W A is now a services based 

economy, with retail trade a key contributor to this sector and a key beneficiary of 

the state's strong economic performance. Importantly, the retail sector itself has 

also undergone a significant change in recent years, with the emergence of 

Metcash as a third major player in the State's grocery market. However, despite 
the state's high growth profile, the retail sector still only makes a low contribution 

to the economy overall compared to other states and territories. 

The resources boom has also created the need for W A to attract overseas and 

interstate workers to fill the burgeoning job vacancies . While labour market 

conditions have softened slightly in recent times due to the temporary effects of 

the global financial crisis, deregulated trading hours could prove to be an 

important factor behind attracting more permanent migrants and ensuring that W A 

is able to leverage off its strong growth prospects over the longer term. 

Removing the complex and inconsistent retail trading hours will lead to a range of 

substantial benefits for WA business and consumers. Overall, experiences in other 

states have shown a marked pick up in economic activity across the board, with 
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the retail sector in particular benefiting from higher retail sales, greater 
employment and investment. 

Not only will extended retail trading hours stimulate the economy and provide 

benefits in terms of higher output and employment, it will also provide a range of 

benefits to society overall by making W A a more attractive and desirable place to 

live. 

While opponents of deregulation argue that the retail sector (particularly small 

businesses) will be adversely affected by extended trading hours, experiences in 

other state have shown that this is not the case. In fact, there is a strong argument 

to suggest that small retailers will be significant beneficiaries from deregulation. 

Official data from the ABS on the numbers of small retail businesses in each state 

shows that in W A and South Australia, both of which maintain restrictions on 

trading hours, the growth in small retail businesses has been limited. 

With opinion polls showing that the majority of Western Australians are now in 

favour of extended retail trading hours, it is time for change. eel welcomes the 

Government's recent moves to begin discussions with key stakeholders to extend 
retail trading hours. eel believes that only full deregulation will deliver the full 

benefits of greater competition, increased business investment, greater choice for 

consumers and lower prices. 

Regulatory Reform 

While effective regulation IS a vehicle to ensure the government's social, 

environmental and economic objectives are met, excessive regulation and red tape 

adversely affect the ability of businesses to operate efficiently in W A, particularly 

in the current challenging economic times. 

eel welcomes the Government's recent moves to streamline the state's approvals 
processes. 

To reduce the costs associated with regulation and red tape, eel also believes that 

the Government should look to introduce reforms or targets to reduce the burden 

associated with excessive and unnecessary regulation, including: 

• imposing regulation reduction targets on key agencies; 

• undertaking reforms to streamline approvals processes, particularly when 

overlap occurs across agencies and jurisdictions; 

• transparent reporting on performance benchmarks and standards as part of the 

annual budget process; 
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• thorough and independent cost benefit analysis before the introduction of new 

business regulation. The cost benefit analysis should be in the form of a 

Regulation Impact Statement, which assesses the total cost to business of 
compliance; and 

• consultation with the business sector before new regulation is introduced. 

Education and Training 

A strong education and training system is critical to ensure that young people are 

provided with the necessary skills to make certain that W A maintains an 

appropriately skilled workforce, to meet its future labour requirements. 

To achieve this goal, eel believes that broad reform to the education system is 

necessary. In particular, eel urges the Government to follow through on its 

election policy and decentralise the education system. Such reform would provide 
schools with the autonomy and flexibility to make decisions that are suitable to 

their classroom and local community. 

In addition, eel urges the Government to : 

• introduce reforms to ensure the sustainability of the education workforce, 

focusing on teacher remuneration, career progression, leadership and 

mentoring, workplace and housing conditions, workload issues, attraction and 

transition into teaching, vocational education and training and flexible 
learning; 

• ensure the education system focuses on the basics of literacy, numeracy and 

generic employability skills for every student; 

• introduce more market based industrial arrangements for VET teachers, 
including the provision for flexible working arrangements, review of salary 

and conditions, career development, and training; 

• provide assistance and incentives for private Registered Training 
Organisations to offer competitive salary for teachers; and 

• encourage a continued focus on VET in schools, including trade "taster" 

courses. 

Health and Community Services 

The provision of health and community services is one of the primary areas of 

government responsibility. As such, it is vitally important that the Government 

seek to implement further reforms across the health and community services sector 
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aimed at ensuring responsive and efficient disease prevention and delivery of 

appropriate services. 

CCl recommends that the Government: 

• shift the focus of health care to primary and preventative care, adopting a 
lifespan, holistic approach; 

• redesign workplaces to make them responsive to change, to be flexible and 

innovative and provide suitable pathways for appropriate patient care; 

• provide on-going indexation to funding to enable the sector to be competitive 

and attract and retain suitably qualified staff from Australia and overseas; 

• foster collaboration between practitioners and encourage critical evaluation of 

health outcomes; 

• realign roles and responsibilities to ensure quality services and safety to staff 
and patients. 

• increase the capacity of the community sector to provide appropriate services 
to maintain quality of life throughout the lifespan; and 

• deliver ambulatory and residential aged care, coordinated with servlces 

delivered in the primary and community health sectors. 

Climate Change 

Climate change is a global problem that must be addressed at all levels of 

government and by the international community. 

CCl is concerned that the competitiveness of local industry could be lost through 

the imposition of higher costs structures under the proposed carbon pollution 

reduction scheme, compared with unconstrained competitors in other international 
jurisdictions. 

CCl believes the Government has a key role to play in representing the industries 

that operate in this state, and that generate significant economic and social benefits 

for W A, and welcomes its recent submission to the Carbon Pollution Reduction 

Scheme Green Paper consultation process. 

CCl believes that the Government must: 

• continue to advocate strongly to the Federal Government the need to protect 

the international competitiveness of W A industry, including the state' s 

emissions-intensive, trade-exposed industries; 
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• ensure that WA's legislative framework supports the implementation and 

effective operation of federal government initiatives to address climate 
change; 

• clearly articulate the combined benefits that accrue from further development 

of WA's gas resources, both from an economic viewpoint but also as a less 

greenhouse intensive alternative to other energy resources; and 

• consider climate change policy in the context of a broader State Energy 
Strategy. 
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