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ECONOMIC REGULATION AUTHORITY BILL 2002 
Second Reading 

Resumed from 13 August. 

HON DEE MARGETTS (Agricultural) [12.50 pm]:  In my view and the view of the Greens (WA), the 
Economic Regulation Authority Bill has very little to recommend it.  I will commence by responding to some of 
the statements made by Hon George Cash.  If I recall correctly, he mentioned in his presentation that the 
machinery of government must support the people of Western Australia - I am paraphrasing what he said.  
However, in my view and that of the Greens (WA), the Economic Regulation Authority will certainly not do 
that.  It will support a narrow ideology.  In the end, it will support the interests of the big business investing 
sector that wishes to access the public sector.  In the long term, is that truly in the public interest?   

Hon George Cash admitted that the Bill is not perfect.  That is one of the largest understatements that has been 
made in this Chamber for some time.  He also hopes, I guess, that overall the argument is clear that the changes 
will make things better.  I certainly do not believe that is the case.  If the changes are to make things better, the 
mechanisms within the new authority must have the ability to do that.  I believe that the mechanisms have not 
been set up to do so.   

In Australia and Western Australia there are clear examples of what happens when Treasurers are responsible for 
overall industry policy.  In the case of national competition policy, the ideology of the so-called free market and 
ideologically based deregulatory rules appear to be much more important than the real public interest.   

It is ironic that the result of the establishment of Ireland’s economic regulatory authority or version thereof was 
an immediate price hike, supposedly to cover the kinds of things that business should have been doing anyway in 
relation to the electricity grid and so on.  It may well be that we will get similar results here, and it also may be 
that there will be no minister to beat on the head about those price hikes should that happen.  We must be aware 
that in Ireland one of the first things that happened was an enormous increase in electricity prices.  Although it 
was said that the organisation had to do that to increase its ability to service its infrastructure, one can only 
wonder why it did not provide for that beforehand.  The result was that it then had to respond to the people who 
had to pay those increased prices.  It appears to me that that example involved an enormous price hike in 
electricity prices, which has been reported by Hon George Cash, and no minister could be held responsible for 
that.  We all know that those price hikes are the sorts of matters about which we have major debates within the 
parliamentary system.  Do we want a system that is mainly geared to encourage investors and adhere to 
contestability?   

I will deal with some of the claims about and the realities of the Economic Regulation Authority.  I will not get 
very far before we suspend for lunch.  However, first of all, as has been said so many times, fundamentally this 
ERA Bill is concerned with institutional change to achieve synergies and improve cost effectiveness, not a 
revision of regulatory policy settings.  There have been enormous institutional changes in Australia.  Of course, 
the major example is national competition policy.  There were not a lot of major changes to the legislation.  The 
changes to, say, the Trade Practices Act were largely about putting into the Act some areas that were not in it 
before, and that is important.  However, the institutional changes, and the different emphases involved with those 
institutional changes, made, and are still making, an enormous difference to the way in which policy is 
formulated, regulated and policed in Australia.  Therefore, members should not say in this place that it is only 
institutional change; it is not only institutional change.  However, even major institutional change can have an 
enormous impact on outcomes.   

Clause 26(1) of the ERA Bill states - 
In performing its functions . . .   

That is, other than gas and rail access - 
the Authority must have regard to - 

(a) the long-term interests of consumers in relation to the price, quality and reliability of 
goods and services provided in relevant markets; 

(b) the need to encourage investment in relevant markets; 

It must be remembered that these are electricity, rail, gas and water markets.  Therefore, we are talking about the 
need to encourage investment in water, for instance.  Members should keep in mind what it means.  It continues - 

(c) the legitimate business interests of investors and service providers in relevant markets; 
(d) the need to promote competitive and fair market conduct; 
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(e) the need to prevent abuse of monopoly or market power; 
(f) the need to promote transparent decision-making processes that involve public consultation; 

and 
(g) the need to promote regulatory outcomes that are in the public interest. 

It has been flagged that the Government might be a bit embarrassed about that public interest function being last 
in the list and that it might put it at the top just to make it look as though it is doing something more for the 
public interest.  However, believe me, given that the majority of these functions are about enhancing investment 
opportunities into the market for water, rail, gas and electricity, there are not as many people involved in that 
regulatory function, and the authority will be hard-pressed to look at the legitimate public interest concerns 
involved with all those sectors - and more - because, in the end, we do not know where the scope of the 
Economic Regulation Authority will end.   

AlintaGas has said that in addition to economic regulation of the regulated entities, the ERA will also enjoy a 
policy advisory role.  Alinta is concerned that there may be a conflict of interest between the administration of 
regulatory regimes and advice to the Government on the policy that should apply to regulated industries.  
AlintaGas recognises that it is more than simply an institutional change.   

Aqwest-Bunbury Water Board has said that the creation of the Economic Regulation Authority will add to 
Aqwest’s sense of frustration.  It is seen as another layer of bureaucracy that will increase Aqwest’s indirect 
costs.   

The Australian Pipeline Industry Association has said that one of the key justifications by Treasury for creating a 
multi-industry regulator is that it will generate significant cost savings with the convergence of a number of 
separate regulatory bodies.  However, the legitimacy of this justification must seriously be called into question 
for the following reasons: first, at no stage has any cost-benefit analysis been carried out by Treasury to support 
this statement; furthermore, in one of the few comparable jurisdictions in which a multi-industry regulator has 
been established and operating for a measurable period - the United Kingdom’s Ofgen - an independent review 
of the efficiency of that regulator recommended against the establishment of such regulatory bodies for the very 
reason that they do not encourage cost savings.  APIA is very concerned that the Bill is being pushed through 
when it is justified on the basis of achieving certain administrative economies of scale and a concentration of 
scarce regulatory expertise, but has not even attempted to demonstrate how these will be achieved, and in reality 
fails to do so.  The Bill seeks to pre-empt state and federal regulatory reviews, which look likely to lead to major 
changes in the way access regulation works in Australia.  It is short-sighted and flawed, and is therefore bound to 
lead to greater legal challenge. 

I understand that reviews of both the electricity regime and the water regime in Western Australia have 
examined regulatory authorities and whether they are the most appropriate instrument to use.  I believe that 
neither of those reports has seen the light of day.  If the Government can convince me otherwise, I would be 
happy about that.  If there have been reviews about whether this kind of regulatory authority is the most 
appropriate thing to use in relation to water and electricity, and the findings do not support that, it would be 
disgraceful if the Government was sitting on those reports. 

Debate interrupted, pursuant to sessional orders. 

[Continued on page 9977.] 

Sitting suspended from 1.00 to 2.00 pm 
 


