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Pacific Highway funding debate 

Minister Gay 

 

In respect for those people who have lost their lives on 

the Pacific Highway and for the loved ones they left 

behind, my address today will be devoid of political 

rhetoric. 

 

I’ll be letting the facts speak for themselves. 

 

 Let me step back to the 12
th
 of June 2009, when the 

then NSW Minister for Transport David Campbell and 

the then NSW Minister for Roads Michael Daley 

signed an updated Memorandum of Understanding for 

the ‘National Partnership Agreement on 

Implementation of Major Infrastructure Projects in New 

South Wales’. 
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 The updated MoU had also been signed a week 

earlier on the 4
th
 June by the Federal Minister for 

Infrastructure, Transport, Regional Development and 

Local Government Anthony Albanese; now the 

Federal Minister for Infrastructure and Transport. 

 

 The reason I use the phrase ‘updated MoU’ is 

because an earlier MoU had also been signed by the 

same Federal and State Transport and Road Ministers 

in February and March 2009, respectively. 

 

 Due to expire on the 30
th
 June next year (2014), the 

updated MoU included funding arrangements for the 

continued upgrade of the Pacific Highway to dual 

carriageway. 
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 Significantly, and this is a crucial point…the MoUs 

established a baseline funding ratio split of 83:17 for 

new projects on the highway. 

 

 In dollar terms, the funding ratio equated to a 2.451 

billion dollar contribution from the Australian 

Government and $500 million from the NSW 

Government, bringing a grand total of $2.951 billion for 

new projects. 

 

 At one stage there had been talk of the NSW 

Government contributing $800 million towards projects 

under the MoU, but this had been torpedoed seven 

months earlier when on the 11
th
 November 2008 the 

then NSW Treasurer Eric Roozendaal announced in 

his ‘mini-Budget’ a reduction in funding to the Pacific 

Highway of $300 million. 
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 The disappointment of the Federal Minister at this 

$300 million reduction in State Labor funding was 

evident in a letter to the then NSW Minister for 

Transport David Campbell dated the 28
th
 January 

2010. 

 

For the benefit of Members of the House, let me now 

quote directly from Minister Albanese’s letter to 

Minister Campbell…it provides some very interesting 

insights into the intrigues of the Labor Party. 

 

“I would also like to draw your attention to the funding 

negotiation for the Nation Building Program that I 

undertook with your two predecessors, the Hon Eric 

Roozendaal and the Hon Michael Daley, throughout 

2008 and early 2009. 
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In these negotiations, the NSW Government scaled 

back its contribution for the Pacific Highway from 

$1.45 billion to $800 million. The subsequent NSW 

mini-budget, in November 2008, saw the NSW 

Government cut its commitment to the Pacific Highway 

by a further $300 million, to $500 million. 

 

The Australian Government did appreciate the difficult 

financial circumstances the NSW Government faced in 

its mini-budget, but was nevertheless very 

disappointed in the decision to reduce its funding 

further. You would be aware that commitments were 

subsequently made to reverse this decision and 

reinstate the $300 million. 
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Had the NSW Government not reduced its contribution 

to the Pacific Highway in the mini-budget, there would 

be more than sufficient funding to undertake the 

planning work you have identified. As a matter of fact, 

if the NSW Government had maintained its original 

commitment work on the Pacific Highway would have 

been much further progressed by the end of the 

current Nation Building Program in 2013-14.” 

 

Just breaking from the letter for a moment…as 

everyone now knows, State Labor never did reinstate 

the 300 million dollars. Its original offer of only 500 

million dollars remained in place until the bitter end. 

 

The letter goes on… 
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“On 9 December 2009 I noted with interest Premier 

Keneally’s statement about the Half Yearly Review of 

the 2009-10 Budget. It showed the NSW Budget will 

be back in surplus in 2010-11, one year earlier than 

forecast. In that statement, Premier Keneally also 

points out that supporting jobs is the NSW 

Government’s key priority. As you are aware, 

investment in – and the construction of – transport 

infrastructure is a key contributor to creating and 

supporting local jobs. 

 

Premier Keneally would have witnessed this first hand 

in December last year when she turned the sod on the 

Banora Point Upgrade of the Pacific Highway, a $310 

million project to which the Australian Government is 

contributing $298 million. 



Page 8 of 23 
 

NSW will again benefit from our unprecedented Nation 

Building agenda when construction on the Hunter 

Expressway commences in the first half of the year. 

This $1.65 billion project – of which the Australian 

Government is contributing $1.45 billion – will help 

take pressure off the New England and Pacific 

Highways.” 

 

This letter reinforces the fact that Federal Labor was 

contributing more than 80 per cent – indeed, on some 

projects nearly 100 per cent – of funding towards 

upgrading the Pacific Highway. 
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 Interestingly, between the signing of the initial MoU 

and the final, updated MoU Federal Labor 

contributions actually increased to such an extent as 

to lift the overall funding split from a ratio of 83:17 to 

86:14. 

 

 For instance, in April 2009, $48 million of additional 

Federal funding was committed towards the Glenugie 

upgrade, while in the May 2009 Federal Budget $618 

million was allocated towards a 100 per cent federally 

funded dual carriageway bypass of Kempsey and 

Frederickton. 
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 Furthermore, three months after the updated MoU was 

signed and only two weeks after the 2010 Federal 

Election, an arrangement with Independent Federal 

Member for Lyne Robert Oakeshott resulted in the 

Gillard Government allocating $35 million to accelerate 

planning work on the Pacific Highway from Kempsey 

to Port Macquarie. 

 

 As is clearly evident, the whole notion of the NSW 

Government providing 50:50 matching funding was 

non-existent when the Gillard Government was cutting 

deals with its State Labor colleagues and the rural 

independents. 

 

 This 86:14 funding ratio split proved to be a high water 

mark in Federal Labor funding for the Pacific Highway. 
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 In summary, this funding ratio equated to 3.152 billion 

dollars being contributed by Federal Labor and $500 

million by NSW Labor; resulting in a total of $3.652 

billion for the period of the MoU. 

 

 Acting on an election commitment to help fast-track 

upgrades to the Pacific Highway, the O’Farrell/Stoner 

Government in its first budget in September 2011 

committed an additional $468 million in the term of the 

MoU. 

 

 This extra funding lifted the overall NSW Government 

contribution to 20 per cent of total funding, in the 

process reducing Federal Labor’s contribution to 80 

per cent. 
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 Federal Labor in its May 2011 budget had also 

announced $1.02 billion in funding for the highway. 

However, this was creative accounting at its very best. 

 

 Of the $1.02 billion, $400 million had been brought 

forward from 2014-15 and $270 million had been 

“redirected” from the proposed extension of the M4 

East motorway. We estimate only about $300 million 

was actually new money in the 2011 Federal budget. 

 

 All up, over the course of 2010 and 2011 Federal 

Labor’s contribution reached 3.872 billion dollars, 

while the NSW contribution rose markedly to $968 

million…a clear 80:20 split for the period of the MoU. 
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 Or in other words, the O’Farrell/Stoner Government 

had lifted its share of Pacific Highway funding by 6 per 

cent compared to that of the former Keneally 

government whose contribution had hovered at only 

14 per cent. 

 

 Now…you’ll often hear from the Opposition that under 

the Howard Government’s AusLink agreement the 

funding split for the Pacific Highway was always meant 

to be an immoveable 50:50 ratio. 

 

 First, this doesn’t reflect the levels of Federal Labor 

funding for the Pacific Highway that I have just 

described in detail, nor does it reflect funding 

agreements for other major national highway 

upgrades. 
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 For example, on the Hume Highway upgrade, the 

Federal Government provided 100 per cent of funding 

for key projects such as the Tarcutta and 

Woomargama bypasses. 

 

 This level of infrastructure funding is totally appropriate 

when you consider the Commonwealth’s huge 

revenue base not to mention the amount of money it 

collects each year in fuel excise. 

 

 While Federal Labor currently receives more than $14 

billion each year from petrol and diesel excise, NSW 

received just $1.7 billion in roads funding in 2011-12. 

This means Federal Labor allocated just 12 per cent of 

the excise towards building new roads in NSW. 

 



Page 15 of 23 
 

 This despite NSW being home to more than 30 per 

cent of Australia’s population, contributing around 30 

per cent of Australia’s GDP and our roads carrying 

more than 60 per cent of the national road freight task. 

 

 Second, citing the AusLink agreement is misleading 

since it doesn’t reflect the funding arrangements 

outlined for new projects in the 2009 MoU signed by 

the Federal and State Labor ministers. 

 

 No matter how you do the maths, the dollar figures in 

the 2009 MoUs equate to a baseline funding ratio of 

83:17 and, as I explained previously, this funding split 

morphed over the next two years to a ratio of 86:14. 
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 Finally…and I’ll quote directly from the signed MoU: 

“This MoU supersedes any bilateral agreement in 

place between the Commonwealth and New South 

Wales for the implementation of the AusLink National 

Land Transport Plan.” 

 

 Labor’s attempt to evoke the AusLink agreement has 

no relevance since the 2009 MoU signed by Federal 

and State Labor ministers supersedes it. 

 

 Disappointingly, Federal Labor contributions to the 

Pacific Highway only started to reduce dramatically 

when the O’Farrell/Stoner Government was elected to 

office in early 2011. 
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 I’ll now explain in detail how the Federal Government 

has rapidly moved away from the baseline 83:17 

funding split ratio – as agreed to in the 2009 MoU – 

and what this means for future Pacific Highway 

upgrades. 

 

 In our 2011 bid to the Federal Government, it was 

estimated an additional $7.7 billion in funding is 

needed to complete the full duplication of the highway 

beyond the current MoU period which expires in 2014. 

 

 If an 80:20 funding split was adhered to – a larger 

NSW contribution than any previous State Labor 

governments – this would see the Australian 

Government contribute $6.16 billion and the NSW 

Government $1.54 billion. 
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 Happy to honour the 80:20 funding ratio split, the NSW 

Government announced in its 2012 Budget an 

additional $1.54 billion of funding beyond the current 

Nation Building MoU. 

 

 Combined with our 2011 Budget commitment of an 

additional $468 million, this brings our government’s 

additional commitment to a total of $2.008 billion – a 

record level of state funding for the Pacific Highway. 

 

 Now remember…for full duplication of the Pacific 

Highway to be completed as soon as possible and for 

the funding split to remain intact at 80:20, Federal 

Labor needs to contribute $6.16 billion. 

 

 So what happened? 
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 In its 2012 Budget, Federal Labor announced a 

funding allocation of just $3.56 billion. 

 

 Combine this figure with the 300 million dollars in new 

money from the 2011 Federal Budget, and you get a 

total of $3.86 billion. 

 

 This is 2.3 billion dollars short of the required $6.16 

billion. This shortfall is around about the same amount 

of money Federal Labor squandered on its pink batts 

fiasco. 

 

 Worse still, it has become apparent through various 

media announcements that Federal Labor is now only 

willing to allocate 1.54 billion dollars of the budgeted 

$3.86 billion. 
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 This means Federal Labor has reduced its ratio of the 

required funding from 80 per cent to 50 per cent to 

now only 20 per cent. 

 

 In real dollar terms this equates to 6.16 billion dollars 

reduced to 3.86 billion dollars now down to only $1.54 

billion. 

 

 To add insult to injury, Federal Labor is telling people 

it’s doing the right thing by matching NSW funding for 

the Pacific Highway! 

 

 Because you need to forensically analyse the funding 

flows over time, this textbook Labor spin has yet to be 

properly exposed to the community, albeit this debate 

has provided an important start. 
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 Prime Minister Gillard would do well to remember her 

statement in Federal Parliament on the 21
st
 October 

2010 when she promised Mr Oakeshott this…and I 

quote: 

 

“I say to the member who has raised this question that 

I can very much commit to him that the government is 

committed to duplicating the Pacific Highway by 2016. 

 

We will continue making this work a key priority in the 

next funding program and we will deliver the Pacific 

Highway by 2016.”  

 

 Bear in mind, when the Prime Minister made this 

statement, Federal Labor was providing more than 80 

per cent of funding towards the highway. 
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 Furthermore, at no stage did she mention a 50:50 

funding split with NSW. 

 

 As we have seen, the only way for the Prime Minister 

to honour this promise is for the Federal Government 

to return to an 80:20 funding ratio. 

 

 It’s worth noting that last year, Federal Coalition 

Leader Tony Abbott committed to restore the 80:20 

funding partnership with NSW. 

 

 In the meantime, so as to at least utilise funds 

currently on the table – not to mention the army of 

people and machines working on the highway as we 

speak – I wrote to Minister Albanese in October last 

year to request the following arrangement. 
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 Federal Labor to provide $1.54 billion of the $3.86 

billion budgeted, along with the $270 million 

reallocated from the M4 East extension, plus another 

$450 million up to 2013-14. 

 

 This together with the $2.008 billion from NSW will 

provide funding of 4.27 billion dollars to continue 

upgrading the Pacific Highway. 

 

 Don’t get me wrong…NSW will continue to seek an 

80:20 funding split, but in the meantime we are 

determined to get on with the job. 

 

 Later in this debate, several of my colleagues will 

explain some of the projects that will benefit from the 

release of this money. 


