
SRL FISCAL POISON FOR VICTORIA

 

 

This week I went on radio to describe the Andrews government’s
“disgraceful” fiscal management, most notably the processes surrounding
the Suburban Rail Loop (SRL).

To recap, the SRL is the $125bn middle-ring suburb tunnelling project, the
first stage of which involves 26km of tunnelling from Cheltenham to Box
Hill, costing $34bn-plus.

Why did I call it disgraceful?

Firstly, the Victorian Parliamentary Budget Office has already assessed the
overall SRL project and found it is likely to have a benefit-to-cost ratio of
between 0.6 and 0.7, meaning for every dollar spent the state would see a
return of between 60c and 70c. You could get a better return at your local
TAB.

Even worse, the state Auditor-General has announced his intention to
examine the SRL project because of “irregularities” associated with other
major tunnelling projects under way.

Secondly, Victoria has some much more pressing infrastructure priorities
in the outer west, northeast and southeast. Here you will find large young,
diverse communities, full of vulnerable families trying to get going in life.
They all lack basic social services and are effectively stranded far from
support networks. These folks need a big transport spend. They should
receive priority over the property barons of Chadstone, Box Hill,
Southland, etc, who apparently call the shots right now.

Thirdly, the SRL would add to Victoria’s unacceptably high net debt-to-
revenue ratio, which is already the highest of all states.

The Victorian Pre-Election Fiscal and Economic Update shows estimated
outcome is 135 per cent in 2022-23 rising to 179 per cent by 2025-26.
Credit rating agencies get nervous with a ratio over 100 per cent. When it
exceeds 250 per cent of GDP they rate your debt JUNK.

Fourthly, the SRL project actually misses the opportunity to help
thousands of ordinary working residents of the southeast.

How so? The proposed tunnel route curiously departs from a linear path
through the obvious industrial corridor of the Moorabbin-Cheltenham
area, bypassing land where the activity logically belongs, in suburbs ripe
for redevelopment.



In doing so it misses the chance to help the thousands of small-business
tradie property owners who would benefit from the property uplift via
their self-managed super funds, let alone the future business and
employment opportunities that would be derived from turning the
Cheltenham-Moorabbin industrial area into a technical skills hub for the
SRL train project.

Bizarrely, the tunnelling route takes a detour through one of Melbourne’s
“green wedges”. This one was protected most effectively by former
planning minister Mary Delahunty and is intended to connect a chain of
parks.

Macroeconomics Advisory has estimated the direct economic cost of this
single diversion will exceed $3bn alone. But the indirect costs are likely to
be far more. Think about the cost of tunnelling through contaminated soil
and groundwater, risking all the surrounding natural waterways and local
horticulture. MADNESS!

Objectively, all of these costs would be OK, if the benefits were
overwhelming. But the Victorian Parliamentary Budget Office has already
established the project will diminish standards and productivity. It
certainly leaves the humble folks of the cities of Kingston and Monash
worse off.

So who benefits, and for what? That would be the existing asset owners
along the proposed route, most notably the property tower owners in Box
Hill and certain train stations. Most of these assets are owned by
foreigners and/or held by property trusts controlled by family offices and
super funds. Why does the Premier prioritise these interests over those of
ordinary Victorians?

Fifthly, the SRL is a terrible precedent. The legislation upends 100 years of
Victorian government planning strategy. It usurps all the affected council
planning powers along the rail route and vests them within the SRL
Corporation. This is unprecedented.

Subsequently, the corporation has undertaken a massive land grab of
unprecedented scale. The SRL Corporation can confiscate properties
“around” the train route.

What can be done? Well, there is the ballot box on Saturday.

The next best hope is the federal Parliamentary Budget Office, reportedly
about to begin a review.

Then there is federal Attorney-General, Mark Dreyfus, a local member in
an adjoining seat. He has already spoken out against the project on
environmental and planning grounds. It is time he instigated a legislative



review. After all, federal Labor is condoning this travesty and will be
branded with its aftermath.

Committing further funding to the SRL is indefensible by governments of
all stripes. It diminishes our economic prospects as a nation but, worse, it
sacrifices environmental and planning priorities on the altar of vested
interests.

Stephen Anthony is principal of Macroeconomics Advisory and an adjunct
professor at the University of Canberra.


