
ECONOMIC AND FISCAL UPDATE – 28 MAY 2020 

Today, the March Quarterly Financial Results Report has been tabled outlining the State’s 

financial performance for the first nine months of the 2019-20 financial year. The results 

largely reflect conditions prior to the impact of the COVID-19 pandemic, with a strong 

general government sector operating surplus recorded.  

This surplus for the first nine months of 2019-20 has been in no small part due to the 

strong financial management of the McGowan Government. It builds on an operating 

surplus recorded in 2018-19, the first in five years. Net debt by the end of the March 

quarter was around $9 billion lower than projected under the previous Liberal-National 

Government in 2019-20.  

As I and many others have said, the COVID-19 pandemic is one of the most significant 

economic and financial challenges the world has faced since the Great Depression. In 

line with the approach of other jurisdictions, the 2020-21 State Budget has been delayed 

until October 2020 to allow the Government to focus on its response to the pandemic, 

and to provide a more detailed assessment of its economic and financial impacts.  

In the interim, this update today will provide an initial, high level assessment of the impacts 

of the pandemic. The forecasts should be treated with caution given the high level of 

uncertainty of the depth and duration of the ongoing effects of COVID-19 on the State, 

national and international economies. 

The Western Australian Economy  

At the time of the 2019-20 Mid-year Review, Western Australia’s economy, as measured 

by Gross State Product, was projected to grow by 3.0% in 2019-20. This would have been 

the fastest rate of growth since 2013-14. The unemployment rate had fallen to 5.2% in 

February 2020, the lowest rate in almost five years, with 71,000 jobs added since the 

McGowan Government came to office in March 2017. Creating jobs for Western 

Australians has been one of this Government’s utmost priorities.  

The upward trajectory of the State’s economy has been derailed by the outbreak of the 

COVID-19 virus and the associated global economic shock. The International Monetary 

Fund has estimated that as a result of the pandemic, the global economy will contract by 

3% in calendar year 2020. The Reserve Bank of Australia has forecast that the national 

economy will contract by 5% in 2020, which would be Australia’s first recession in almost 

three decades.  

The impact of the pandemic and social restrictions to contain its spread have been 

devastating for Western Australian businesses and jobs.  

Treasury baseline modelling indicates that Western Australia’s Gross State Product will 

contract by 5.1% in the June quarter 2020. This will reduce forecast growth to 0.7% in 

2019-20, with a 3.1% contraction expected in 2020-21, before returning to growth.  

The economic impact of COVID-19 is expected to be cushioned relative to other States 

by our key commodity exports, particularly iron ore, which have been largely unaffected 

to date.  Exports are expected to remain robust with the economy of our largest trading 

partner, China, progressively recovering from the pandemic.  



The contraction in employment as a result of the COVID-19 related restrictions has been 

severe. ABS data for April 2020 showed the largest monthly decline in employment on 

record at a State and national level. The percentage of jobs lost in Western Australia has 

been marginally lower than other States, although in line with national trends, younger 

workers and women have been disproportionately affected.  

The Commonwealth has projected the unemployment rate will rise to around 10%, but 

may have reached 15% in the absence of JobKeeper. JobKeeper has been critically 

important to maintain the connection between employer and employee. Historical 

experience has shown that jobs are quick to be lost in economic crises but slow to be 

regained. Nonetheless, the McGowan Government is determined to recover every job 

lost and to create thousands more. 

Revenue Collections 

The significant economic shock caused by COVID-19 will mean a corresponding 

deterioration in the State’s finances is inevitable. While iron ore royalty collections have 

remained resilient, this is expected to be significantly outweighed by declines in other 

sources of revenue including GST grants, payroll tax, transfer duty, land tax, vehicle 

licence duty, and agency own-source revenues.  

Early signs of the falls are evident in monthly transfer duty on residential property 

transactions, with a 36% fall in April compared to the average in the previous three 

months.  

The fall in employment, the exemption of JobKeeper payments and various payroll tax 

relief measures are anticipated to weaken payroll tax collections.  

At a national level, weaker household consumption as a result of national COVID-19 

related restrictions, as well as the east coast bush fires are expected to reduce the size 

of the GST pool. Western Australia is not immune from these impacts despite the floor in 

our share of the national GST pool.   

Total general government revenue over 2019-20 to 2020-21 is expected to be in the order 

of $1.8 billion lower under Treasury’s baseline estimates than compared to the 2019-20 

Mid-year Review.  However, it is important to note that these assessments are still highly 

uncertain. 

Government Support Measures  

To date, the State Government has announced COVID-19 related measures to support 

Western Australian households, small and medium businesses and community service 

organisations totalling around $1.8 billion. These measures have complemented those 

provided by the Commonwealth to ensure collectively we direct support to where it is 

most needed. 

Measures to support households have included the first freeze in household fees and 

charges in 16 years; doubling the Energy Assistance Payment to support more than 

300,000 vulnerable households; grants of up to $2,000 to support residential tenants and 

landlords; as well as $159 million to support community organisations in delivering crisis 

and emergency relief. 



Western Australian small and medium sized businesses have been assisted by 

$279 million in payroll tax relief measures; a $2,500 electricity credit equivalent to around 

10 months of supply for the average small business to assist with utility costs; a 12-month 

waiver of licence fees for a range of impacted occupations and industries; a 25% 

reduction in land tax for commercial landlords that provide rent relief; grants for tourism 

businesses, particularly those in regional areas; as well as a support package for the 

building and construction industry to maintain a skilled workforce. 

To ensure frontline services could respond to COVID-19, $300 million was allocated to 

Health and other agencies. The Government has incurred significant expenditure to 

procure personal protective equipment, ventilators, and hospital beds to respond to any 

surge in demand, with these costs expected to be shared with the Commonwealth. 

Additional costs have also been incurred by the WA Police to enforce borders, and by 

Education and the Public Transport Authority to substantially increase cleaning. 

Treasury is continuing to work with agencies to clarify the various financial impacts of 

COVID-19, which will be incorporated into the 2020-21 Budget. 

Fiscal Position 

The State’s finances have improved markedly in the past three years, underpinned by the 

McGowan Government’s work to rein in the out-of-control expenditure and rapid 

accumulation of debt under the previous Liberal-National Government. The State was on 

track to record another strong surplus in 2019-20, with surpluses projected across the 

forward estimates. Western Australia was the only State with debt expected to decline.  

The unprecedented economic impact of COVID-19 has meant that the McGowan 

Government must recalibrate its focus to respond to this challenge to support Western 

Australian businesses and to get people back into work.  

The increase in expenditure to respond to COVID-19 combined with the reduction in 

revenues in the June quarter is expected to considerably lower the forecast $2.6 billion 

operating surplus for 2019-20 anticipated in the Mid-year Review.  

The financial impact in 2020-21 is expected to be much larger, with a substantial decline 

across the State’s various sources of revenue, combined with increased spending to 

support the economy.  

Infrastructure investment will also be ramped up to support Western Australian jobs and 

businesses, which will benefit our economy in both the short and longer term. These 

factors may result in the need to increase the State’s borrowings in 2020-21. 

  



Outlook 

The COVID-19 pandemic has evolved very rapidly, with data gradually becoming 

available to show its impact. As I mentioned earlier, the uncertainty of the timing and 

speed at which restrictions can be safely lifted, both here, interstate and internationally, 

makes forecasting the economic and financial impacts particularly difficult.  

A more comprehensive picture of the economic and financial impacts of the pandemic 

will be provided when the 2020-21 Budget is delivered on 8 October. 

Our economic recovery plan is underway, which includes three elements. Restrictions will 

progressively be eased in accordance with the expert health advice that will allow 

businesses to re-open and people to get back to work safely. Targeted investments have 

begun which aim to restore our economy to its growth trajectory as quickly as possible. 

In addition, reforms will be made to cut red tape, lift our growth potential and strengthen 

our economy. 

Recovery from this pandemic will be neither quick nor easy, but Western Australia is 

well-placed, thanks to the response of our community to date and the strong financial and 

economic position we were in prior to the impact of COVID-19. Our economic plan will 

build on our strengths and ensure that Western Australia emerges on the other side of 

this crisis in a stronger and more resilient position.   
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