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FUEL INDUSTRY, COMPETITION IN PRICING 
Matter of Public Interest 

THE SPEAKER (Mr Riebeling):  Members, today I received, within the prescribed time, a request from the 
Deputy Leader of the Opposition seeking to debate as a matter of public interest the following motion -  

This House expresses extreme concern over problems emerging in the State’s fuel industry and calls on 
the Premier to accept a bipartisan approach to prevent the demise of independent retailers and to 
promote real competition in fuel pricing.   

The matter appears to me to be in order and, if at least five members stand in support of the motion, the matter 
can now proceed. 

[At least five members rose in their places.] 

MR BARRON-SULLIVAN (Mitchell - Deputy Leader of the Opposition) [2.38 pm]:  I move the motion.   

Although members on the other side might laugh at the commencement of this matter of public interest - 

Ms MacTiernan:  Has Mr Myles approved your speech?  

Mr BARRON-SULLIVAN:  Is this how seriously the Minister for Planning and Infrastructure takes this issue?  
Every week that the Government fails to fix the fuel price system in this State it costs regional motorists an extra 
$2 million.  

The SPEAKER:  At the end of question time, noise emanates from the public gallery that makes it hard to hear; 
however, the number of interjections is unacceptable.  I cannot hear what the Deputy Leader of the Opposition is 
saying in support of his motion.  

Mr BARRON-SULLIVAN:  I regret to advise the House that the State’s two major independent fuel companies 
are currently reassessing whether they should continue to trade in Western Australia.  I am referring to Gull 
Petroleum (WA) Pty Ltd and Liberty Oil Pty Ltd.  Anyone with any knowledge of the fuel industry in this State 
would know that the only reason there is any degree of competition, particularly in the metropolitan area and 
Mandurah, is because independent retailers generate competition, thus keeping pressure on prices.  I received 
correspondence today from Gull, which set out its concerns in considerable detail.  I have been involved in 
discussions with both companies and other industry representatives in recent times and can relay to the House 
the fact that this State is facing nothing short of a major crisis in the fuel industry.   

There are a number of problems.  The two main difficulties confronting companies such as these relate to 
regulations which effectively prevent the importation of fuel, and to the abysmal way in which the new 
maximum wholesale pricing mechanism has been put in place in this State.  As part of an entirely appropriate 
policy stance, the previous Government decided last year that it was time to improve conditions relating to the 
quality or standard of fuel products sold in Western Australia.  It has become apparent that Gull requires changes 
to those amendments; otherwise its capacity to import fuel could be severely restricted, if not cut off entirely.  
For those members who are not aware, Gull has had storage and terminal capacity in Kwinana for some years.  
This was achieved through its own efforts and the expenditure of about $10 million.  That enabled Gull to import 
fuel products, which it could put on the wholesale or retail market as it saw fit.  It is no secret that Gull has 
entered into an arrangement with BP Australia Ltd to purchase fuel.  I presume that it was able to obtain a 
satisfactory deal; the storage tanks sitting behind Gull’s offices in Kwinana gave it some bargaining clout.  Gull 
has been able to buy fuel from BP at a competitive price.  Motorists have seen the results of that; Gull has 
consistently delivered some of the cheapest fuel in the metropolitan area.   

An unintended consequence of those regulations is that Gull is now faced with a problem that it cannot import 
fuel of the new specifications contained in the regulations.  That has essentially taken away its bargaining power.  
Gull now finds that it must reassess its operations in this State.  I unfortunately must advise the House that the 
Kwinana terminal facilities - $10 million worth of investment - are being mothballed.  Gull also stated in a letter 
to me - 

We now lack confidence in continuing to invest in this industry. 

It is a serious situation. 

Another problem confronting all independent retailers in this industry - not just Gull and Liberty - is the 
predatory fuel pricing tactics being used at the retail level.  It appears that the independents must keep their 
margins at extremely low levels to compete with sites operated or directed in one way or another by the major oil 
companies.  People might say that that is competition, which is a good thing.  However, the dilemma is that the 



Extract from Hansard 
[ASSEMBLY - Thursday, 14 June 2001] 

 p1168b-1177a 
Speaker; Mr Dan Barron-Sullivan; Mr Matt Birney; Dr Geoff Gallop; Mr John Kobelke; Mr Colin Barnett; 

Deputy Speaker; Mr Max Trenorden 

 [2] 

independents are being squeezed out of the business.  Because the maximum wholesale pricing mechanism, 
which was introduced by the previous Government, was not implemented effectively and is not working, those 
independents are still unable to buy fuel at a competitive price.  They are buying fuel at a high price.  They are 
being undercut by subsidised service stations in their vicinity and are finding it difficult to compete.  The 
subsidised fuel costs of the other service stations are being transmitted to the public through promotional 
material prepared by the Ministry of Fair Trading.  That would not be a bad thing if the maximum wholesale 
price system were working.  During debate on legislation concerning the 50-50 provisions, the Minister for 
Consumer Affairs admitted, or certainly did not refute, that not one litre of fuel had been sold in this State at the 
maximum wholesale price since the introduction of the scheme in April.  For these reasons, the independent 
retailers as a whole are suffering.   

The two largest independent retailers in this State have indicated that they are reassessing their position in 
Western Australia.  If I can put it bluntly, the independent retailers have been the good guys.  They are the ones 
the media and any assessment of the situation would determine as having largely been responsible for generating 
competition.  Oil company representatives told the previous select committee of inquiry something along those 
lines.  Unless the independent retailers are protected and given the ability to trade on a competitive and profitable 
basis, not only will this State not have the lowest possible prices, but also the prospects of competition will be 
diminished.   

The Opposition is calling for a three-pronged approach.  The Opposition will ask the Premier to take a direct role 
in this for three reasons.  The first is the importance of the situation.  Arguments have been raised in the past 
about the need to protect a refinery capacity in this State.  No-one would doubt that is strategically important for 
Western Australia.  However, it is just as important that an import capacity is ensured.  Members need only look 
across the sea to New Zealand where in recent times the four major oil companies’ shared refinery facilities, for 
one reason or another, produced diesel fuel that was off specification; it could not be sold.  Suddenly the whole 
country faced a situation in which the refinery was unable to supply diesel.  Fortunately Gull had the capacity to 
import fuel into that country and diesel was made available.  This demonstrates the strategic importance of 
ensuring that an import capacity is protected.   

The second reason the Premier should take a direct role is that this matter crosses two portfolios - environment 
and consumer affairs.  The third reason is the growing lack of confidence in the capacity of the Minister for 
Consumer Affairs to deliver any effective reform in petrol pricing.  The Opposition is asking that an urgent 
meeting be held between the parties, at which the two ministers to whom I referred, the Premier and senior 
executives should be present.  I advise the Premier that industry representatives, including those from Liberty 
and Gull, are available at short notice for such a meeting because this matter is serious.   
The Opposition has proposed a three-point plan and it would like to discuss it in detail at that meeting.  The first 
point is that temporary amendments should be made to the fuel specifications set out in the 1999 environmental 
protection, diesel and petrol regulations.  Those amendments would facilitate the commercial supply of imported 
fuel, providing that the fuel was of an equivalent clean standard, particularly with reference to methyl tertiary 
butyl ethers.  The Opposition is not suggesting that dirty fuel should be allowed into this State or that the 
environment should be damaged or health problems created.  The difficulty is that the compounds provided for 
in those regulations cannot readily be imported into this State. 
Mr Kobelke:  They are your regulations.  Your Government did that. 

Mr BARRON-SULLIVAN:  Absolutely.  I can advise the Minister for Consumer Affairs that the previous 
Government anticipated the prospect of such a dilemma.  It would simply be a matter of looking at the situation 
and reforming regulations to take that into account. 
Mr Kobelke:  You hadn’t even thought about it at the time. 

Mr BARRON-SULLIVAN:  I can assure the minister that that was the case.  The question is whether the 
Government has been thinking about it.  I will prove that the previous Government had thought of it when the 
Government enters into discussions with these companies.  It will not come from my mouth; it will come from 
theirs.  They know what the situation was; they were in discussions directly with the Premier at the time.  When 
this meeting takes place, provided the Government agrees to a bipartisan approach, I am sure they will vouch for 
everything I am saying here.  I have no barrow to push on this, other than to tell the truth, and to try and set out 
what needs to be done to fix the problem.  
The second point is that the maximum wholesale price system needs to be put in place.  In the meeting, I and the 
industry representatives will explain to the Premier and the minister how that system will work.  If we can make 
the maximum wholesale price system work, Gull has given a commitment that it will on-sell fuel throughout the 
State at the maximum wholesale price.  The minister knows well that the major oil companies have refused to do 
that.  The maximum wholesale price has become a laughing stock in the community, but if a bipartisan approach 
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is taken, and the Government can work with industry, cheaper petrol will flow through to country regions.  If the 
maximum wholesale price system can be made to work, it will result in significant price reductions in the 
country, and this plan of attack will enable that to happen.   

The third component is the need to prevent predatory pricing, and executives in the Ministry of Fair Trading 
should hold meetings with industry over the impact that the 24-hour pricing rule is having.  That rule was a 
recommendation of the select committee, and is certainly relevant and very important to promote competition in 
the petrol pricing market.  Until the maximum wholesale price system can be made to work, it is inadvertently 
being used to the disadvantage of the independent fuel retailers, and it is crippling the independents, purely 
because this Government still has not been able to make the maximum wholesale price system work and has not 
been able to arrange for a single litre of fuel to be sold at that price.  I do not wish to indicate directly the impact 
on regional areas.  There may be other speakers who wish to do that.  It is well known that today, the prices of 
fuel in, for example, Bunbury, which would be one of the cheapest country centres, averages 99.5c per litre.  In 
the minister’s electorate, and in that of the Premier, the price is a bit over 83c per litre.  To make this system 
work, that maximum wholesale price arrangement needs to be put in place.  The offer that Gull is making is a 
way of breaking the back of the oil majors, when they have been reluctant to come to the party.  It is the only 
way to get cheap fuel flowing through to the country.  I have no kind words to say about the way the 
Government has implemented the new system - it has been an unmitigated disaster.  

Dr Gallop:  Where have you been for the past eight years?  

Mr BARRON-SULLIVAN:  From April until June, the maximum wholesale price has been in place.  Today the 
web site for the Ministry of Fair Trading will give what the maximum wholesale price should be, but nobody can 
buy fuel at that price.  Why is a system brought in when it is not yet operative?  These are not my words; they 
are the words of people in the industry - the independents and the franchise operators that this Parliament is 
hoping to protect.  While the Premier can sit there with a smirk on his face - that really illustrates the sincerity 
that this Government attaches to this issue - I will give one quote from “Getting a Fair Deal for Western 
Australian Motorists”, the report of the select committee, which includes a quote from an independent retailer - 

The danger of inaction is not just that the existing fuel pricing fiasco would continue indefinitely, at 
great expense to so many Western Australian motorists.  The further risk is that the limited degree of 
competition experienced in the metropolitan area could end eventually, or be seriously eroded.  As one 
independent retailer put it:  

“. . . . the multinationals will force people like me out of the industry.  They will then control 
the industry right across the board, and then you will really see what the price of fuel will be.” 

He summed up the situation.  At the moment, we have had competition.  The newspaper carried some 
information that the Ministry of Fair Trading provided to a forum on petrol pricing, at which the minister was 
not in attendance.  The information declared that Western Australia had some of the cheapest fuel in Australia.  
The implication was that this resulted from the price watch system that is in place, and ostensibly that is good for 
motorists, in the short term.  If the fundamental reason for those low prices - the high degree of actual or 
potential competition in the industry - is eventually removed, we will not see headlines like that in the future.  
When I receive correspondence from Gull confirming the situation - it has talked to me about it in person - I find 
it a fairly awesome prospect that independents of this nature may not operate in the State in the future.  The 
Opposition has heard from independents such as Wesco Fuel, which supplies a number of privately-owned sites 
around Perth, and from independents such as those in Manjimup and elsewhere, of the difficulties they have been 
confronting.  I think the Government has been taking their concerns a little too lightly.  Perhaps the Government 
has decided to put a bandaid on the system and soldier on.  When the two largest independents in the State have 
to reassess their position, that is a time for urgent action.  I do not want to quote the whole letter, but when Gull 
says that it has to consider its future operations in Western Australia, that is tough talk.  The Opposition is asking 
the Premier to give a commitment that he will join with the Opposition in a bipartisan approach and sit down 
around a table with industry representatives to start working through the details of this matter.  The Opposition 
has put forward a plan, which has been put to it after consultation with industry representatives, and the 
Opposition would like to work towards an achievable result.  

It seems strange that I have had to bring this matter to the Parliament, and that I am receiving letters like this 
from Gull, when the Government should have been on top of the situation.  The House has just been debating 
legislation dealing with the 50-50 provisions, and it is apparent that the Minister for Consumer Affairs is not on 
top of his portfolio.  It is becoming well known in the industry that the Government has made commitments but 
does not appear to know how to carry out those commitments.  I am reminded of the article in the newspaper a 
while ago, which implied that the Government’s situation was very similar to that of the dog that has been 
chasing the car, has caught the car and now does not know what to do.  The Opposition is giving the Government 
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an opportunity to take a bipartisan approach, to sit down around the table and to thrash out a workable solution.  
Then the independents can be helped and competition retained, the maximum wholesale pricing system made to 
work, and cheaper fuel will be delivered, particularly in the country areas.  I do not expect the Premier or his 
minister to come back in this debate with a detailed response on the points the Opposition is putting forward.  I 
do not expect the Premier to know those regulations backwards, or how they would need to be changed.  I do not 
expect the Premier even to indicate precisely how the Government would end predatory pricing, or change the 
FuelWatch system, even as an interim measure.  What the Opposition is looking for today is an agreement to sit 
down around the table, urgently, with the Minister for the Environment and Heritage, because I think it is 
important that the environmental portfolio is taken into account, and work in a constructive and positive way on 
this matter.   

I said that I did not want to comment on the impact on regional areas, because I think the member for Kalgoorlie 
wishes to make some comments on that aspect.  I invite the Premier to accept this offer in the tone in which it is 
presented.  A bipartisan approach is needed to work with the industry, help the independents and work in the best 
interests of the motorists of this State.  

MR BIRNEY (Kalgoorlie) [3.00 pm]:  I support the Deputy Leader of the Liberal Party in his efforts to bring 
this matter to the attention of the House.  The capping of wholesale fuel prices through legislation is a good 
intention.  Unfortunately, it is not working in the fashion that we thought it might.  We need to revisit the 
formula that is being used to derive the maximum wholesale fuel price.  We need to have at least one minor oil 
company buy its fuel at the maximum wholesale price.  The problem is that at present no company can.  
Members would agree that if one independent company could buy its fuel at the maximum wholesale price, it 
would have a downward effect on the retail price of fuel.  The major companies would be quick to reduce their 
fuel prices if one or two independent companies bought their fuel at the maximum wholesale price.  As the 
deputy leader said, no fuel has been sold at the maximum wholesale price since the system was introduced in 
April.  That is worthy of the Government’s attention.  The legislation is fairly good, but the Government needs to 
be more vigilant.  An audit team could be used to review the fuel pricing formula.  If Gull Petroleum (WA) Pty 
Ltd or Liberty Oil Pty Ltd bought their fuel at the maximum wholesale price, we would then see intense 
competition at the retail level. 

Gull has a facility at Kwinana and it is a particularly good point of leverage as it can say to BP - which has the 
only refinery in the State - that it can import its fuel if need be.  It would be fair to say that the price at which BP 
sells its fuel to Gull is fairly reasonable, and that will continue to be the case.  BP is prepared to sell its fuel at 
that price only because Gull has the option of importing its own fuel.  Gull has its own tanks and loading 
facilities in Kwinana.  Gull has a particularly good bargaining chip.  Under the clean fuel regulations that were 
introduced by the previous Government, Gull has been prevented from importing its fuel.  I am not sure of the 
date that Gull’s contract with BP will expire, but I am told it is soon.  I am fearful for what the future may bring 
if Gull can no longer tell BP that it retains an option to import its fuel.  BP will probably raise the price of the 
fuel it sells to Gull.  If that happens we will not have any oil companies on the side of the motorist. 

The predatory pricing system also needs to be looked at.  The major oil companies are able to discount their fuel 
at different sites, and the independent retailers in the immediate vicinity are forced to sell their fuel at an 
extremely low retail price - day in, day out - to keep up with the prices of the major oil suppliers in their areas.  
The major companies are offering some of their franchises price support.  They will ring up their franchises and 
offer price support of 4c or 5c a litre.  The service stations in question can then drop their retail price by 4c or 5c.  
That results in a significant price squeeze on the independents.  This is what this matter of public interest is all 
about - it is about the independents.  Independent retailers need to be given a chance to buy their fuel at a good 
price and, if necessary, import their own fuel.  That would have a corresponding effect on retail prices. 

Yesterday the price of fuel in Kalgoorlie was almost $1.15 a litre.  It is a record price for fuel in Kalgoorlie.  The 
wholesale price fuel regulations introduced by this Government have been botched and they have not had a 
downward effect on the retail price of fuel in Kalgoorlie.  An ad hoc approach is being taken to the issue of fuel.  
The Government has got itself into a bind as it went to the electorate and told it that it would bring down the 
price of fuel if people voted for it.  People voted for the Government but it is now stumbling and fumbling over 
fuel pricing.  The Government has botched the 50-50 arrangement and it has botched the introduction of the 
wholesale fuel price.  The Government should sit around the table with the Opposition, revisit the issue and 
move forward. 

DR GALLOP (Victoria Park - Premier) [3.06 pm]:  We should return to the basics when we discuss the issue of 
bipartisanship.  During the past election campaign the Labor Party put forward a program of reform for the 
State’s fuel industry that was based upon the select committee’s report.  In itself, that was a bipartisan approach.  
It followed on from what the Labor Party did in opposition.  In opposition, the Labor Party voted for the 
recommendations contained in the report of the select committee, and the then Government, now Opposition, 
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voted against them.  I remind all members of the House that when we discuss bipartisanship, the policies put 
forward by the Labor Party at the election were based upon the select committee report, which represented both 
sides of the House.  This is not something that the Labor Party just put in the election campaign; it is something 
that the Labor Party did in the Parliament when it was the Opposition. 

In government, the Labor Party is adopting the same approach.  The Labor Party recognises that two Houses of 
this Parliament were voted for during the past election.  The upper House has a composition that is different 
from that of the lower House; there is no government majority in the upper House.  Any legislation will have to 
negotiate its way through the Parliament by the Government working with all the parties.  The Government’s 
approach to this issue is not controlled by the numbers in the upper House.  The Government will look at ideas 
and suggestions in this House with a view to changing the legislation.  If any member of the Parliament, whether 
he be Independent, Liberal or National, puts up an idea that the Government thinks has value, it will be 
incorporated into the legislation.  When one looks at the 50-50 legislation, one sees that is exactly what the 
Government did.  The Minister for Consumer Affairs will confirm that we incorporated some amendments into 
the legislation in this House.  There is no question about the Labor Government’s credentials on its commitment 
to bipartisanship.  It was shown in opposition and it is now being shown in government.  It has been shown in 
this House where the Government has the numbers to ram through its own legislation. 

The issue of petrol pricing is very important to the community.  The Government put forward a strategy based on 
the report of the select committee.  It involved a number of elements: a maximum wholesale cap that was 
introduced on 12 April; transparency provisions that will be enacted in July when suppliers of declared terminals 
will display wholesale prices and provide an itemised breakdown of the price when post-gate services are 
included; a retail cap that will be provided for major regional centres; and, finally, the 50-50 legislation. 

That was the strategy the Labor Party took to the election.  The Labor Party recognises that this is a very 
complex issue.  There are many elements in the equation.  I can assure the people of Western Australia that the 
Government is in for the long haul; the Labor Party will not just come into Parliament and mouth rhetoric.  I 
must mention the sanctimonious hypocrisy that the House has heard from the Deputy Leader of the Opposition.  
The State has had eight years of coalition Government during which this issue was not addressed.   

The first decision of the new coalition Government following the 1993 election was to remove the retail cap in 
regional Western Australia.  As the select committee report indicated, that led the way for the increase in the gap 
between city and country prices.  Our strategy recognises the complexity of the situation and it will take time to 
achieve our aims.  It will not happen overnight, nor will it happen tomorrow.  It will take a lot of hard work to 
bring about changes, but we are confident that, at the end of the day, we will be able to lower the average price 
of fuel, reduce fluctuations in price and reduce the gap between city and country prices.  As we saw with the 
wholesale cap, this is a difficult issue and we must get the formula right.  There is ongoing discussion about that.  
The Minister for Consumer Affairs has had to finetune the price notification scheme set up by the previous 
Government.  We recognise that the 50-50 legislation will impact in only some parts of the market.  This is a 
complex area, but we have started the process.  The difference between us and the previous Government is that 
we are implementing the select committee recommendations.   

None of this will be easy and none of it will happen overnight.  In fact, the strategy cannot happen in and of 
itself.  It requires the support of three other elements: first, there must be support from the community.  When BP 
Australia Ltd threatened to close its refinery, the community of Western Australia got behind us.  When that 
threat was made to the previous Government, it immediately backtracked on its plans.  We did not do that, and 
the community got behind us.  We are confident that the community supports us in our desire to reform the 
marketplace.  Second, we need support from the retailers themselves when there is evidence of malpractice.  
This will not be easy for the smaller independent retailers in the marketplace.  They work in a market in which 
the resources of the other side are huge, and the potential for litigation is always present.  It will not be easy but, 
for our strategy to work, we need their support.  Third, and very importantly, we need support from the nation’s 
primary regulator, the Australian Competition and Consumer Commission.  I must report to this Parliament that 
support from the ACCC for our strategy is not forthcoming.  That makes it harder for us to implement our 
changes. 

We understand the complexity of the issue.  We know that it will be difficult to carry out our strategy.  We know 
that unless we have the support of other elements of the system, not only within the Western Australian 
community but also federally through the ACCC, we will not succeed with the path to which we are committed.  
However, we are a determined Government and will work on the issue step by step, point by point, legislation by 
legislation and regulation by regulation until we get a better marketplace for consumers. 

The ACCC takes a non-regulatory approach to these matters, which makes it difficult for us as a State 
Government.  We differ with the ACCC on that principle, and believe that government has a role on behalf of 
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consumers.  We have taken up this issue with the ACCC.  It is not happy about what we are trying to do and has 
written to us to that effect.  We have replied that we are working on behalf of the consumers in not only the 
metropolitan area but also, very importantly, the regional area.  We have said that we are working on behalf of 
the smaller players in the system to try to bring about fair and transparent competition.  We told the ACCC that 
we need its support.  I say to the ACCC that if it will not support our overall approach to the regulation of the 
industry, it should at least send a clear message to the marketplace that it will investigate with vigour any 
allegations of predatory pricing.  That practice can undermine the position of the independents mentioned in the 
motion before the House.  We need more support from the ACCC for our strategy to work.  It is one of the 
missing elements in the equation. 

I put this issue into a broader context and indicate how tough it is.  I have full confidence in what the Minister 
for Consumer Affairs is doing.  He is consulting on these issues.  He is taking the arguments on board and is 
trying to finetune the system so that it will work better.  I compare the petroleum industry in Western Australia 
and Australia with other industries.  What has happened in the gas, electricity and transport markets in recent 
years?  Those marketplaces have been disaggregated: the transmission, generation and distribution sectors of the 
electricity market have been separated; the gas market has experienced the separation of its transmission and 
distribution sectors from its production sector; and in transport, the maintenance of rail lines are being separated 
from the work conducted over the lines and the freight business.  Disaggregation has been the general thrust of 
reform.  The reason for that is greater transparency and competition.  However, the trends in the petroleum 
marketplace have been the opposite.  The petroleum industry has moved towards greater vertical integration.  
That is one of the issues mentioned in the select committee report.  The committee also examined legislation in 
the United States of America that ensures the separation of the retail side of a petroleum market from the 
production and wholesale sides. 

This is a difficult issue for State Governments.  The Western Australian Government has taken a path.  It 
recognises the difficulties of that path and it listens to the opinions members of this Parliament have about the 
legislation.  That is shown not by my rhetoric, but by the way this Parliament votes. 

We are concerned that the ACCC is not batting for our team.  That is a real concern.  It has expressed opposition 
to what we are trying to do with the capping of the wholesale price and the proposed retail cap.  It is not batting 
with us, and that makes it harder.  I assure the House that we are considering the question of the independents, 
which involves complex issues relating to environmental standards and the price notification system established 
by the previous Government.  Inasmuch as there are difficulties in the system, they relate directly to those two 
decisions of the former Government. 

In relation to the environmental question, and the minister will illustrate this more fully, the federal Government 
will take action in that area to set a standard that will help encourage competition in not only our State but also 
other States. 

Mr Barron-Sullivan:  If the federal Government sets a standard, should it override the Western Australian 
standard? 

Dr GALLOP:  I think the member will find that it will, because of the Constitution.  We are well aware of these 
issues.  The Deputy Leader of the Opposition did not need to tell us about them. 

We are acting in a bipartisan manner on this issue.  We call for all the other institutions that have a role to play, 
like the ACCC, to support us rather than make life difficult for us.  We indicate our concern about the position of 
the independents.  We want to make sure the marketplace works for consumers; however, that must be done in a 
way that is fair and ensures that price competition is maintained. 

Amendment to Motion 

Dr GALLOP:  I move -  

To delete all words after “House” and substitute the following -  

(1) supports the State Government’s implementation of recommendations of the Select 
Committee on Petroleum Products Pricing in Western Australia when the previous 
coalition Government was not willing to introduce the 50-50 rule; 

(2) seeks the support of all members of Parliament for the Government’s legislative and 
regulatory program to achieve lower fuel prices for all Western Australian motorists, 
particularly those in rural areas; and  

(3) expresses its strong concern that the pressures being applied to independent fuel 
retailers are threatening their viability.  
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MR KOBELKE (Nollamara - Minister for Labour Relations) [3.19 pm]:  The motion covers a range of issues, 
and in the limited time available I will address some of them.  The Government wants to work in a bipartisan 
way.  However, it does not help when the Deputy Leader of the Liberal Party suddenly discovers that petrol is a 
product that he knows something about, and he assumes that no-one else knows anything about it or has talked to 
the people in the industry.  I hope that we can advance bipartisanship by changing the tone of the language in the 
motion, so that we put forward our individual assessments of the problem and then work through the facts.  
Rather than the implication that the Government has not consulted with the players, the motion should 
acknowledge that the Government has some understanding of the problem.  We recognise that we do not have it 
all right, but let us take it from there, rather than try for political point scoring that is counter to the thrust of a 
bipartisan approach.   

Although the problem is complex, I want to put in simple terms a key element of the issue.  Members on the 
other side have put this as well, so it is nothing new.  I do not want to mislead members by oversimplifying the 
situation, but a crucial part of the problem is that the wholesale price set by the major suppliers is artificially 
high.  They provide price support for some retailers; that is, they discount to favoured retailers.  That leads to 
lower metropolitan prices, but provides no discounting in the country.  The first big problem is that the prices in 
Perth are lower where the price support or discount is given, and regional and rural Western Australia does not 
get that support or discount.  The second problem is created because the suppliers are playing games with the 
market, which results in huge fluctuations on a weekly or even daily basis between various service stations.  That 
is the crux of the problem.   

The proposal laid down by the Select Committee on Petroleum Products Pricing in Western Australia was to put 
in place a maximum wholesale price that would give a genuine effective wholesale price at the terminal gate 
level.  The extra costs such as transport, insurance, badging, promotion and all of that would then be added on 
top in a transparent way to provide a system of real retail competition.  We do not have that now.  The major fuel 
suppliers, through their price support mechanisms, run right over the top of any real competition between the 
retailers.  The retailers are the meat in the sandwich.  This model is trying to overcome that.  We cannot change 
the whole market mechanism and market behaviours overnight.  The Government has acknowledged that, and 
the Premier clearly laid that out.  It will be a battle to put in place that new structure.  Some parts are working, 
some are not.   

Points of Order 
Mr BARNETT:  My point of order relates to the amendment moved to the motion.  The original motion relates 
to concern in the fuel industry, particularly about the potential demise of independent retailers.  The amendment 
moved by the Government is totally different; in fact, it negates the original motion.  I request a ruling on that 
amendment.   

Mr KOBELKE:  I also have a point of order.   

Mr BARNETT:  I do not want your opinion; I want a ruling.  

Mr KOBELKE:  I have the right to respond to a point of order.  

Mr BARNETT:  Madam Deputy Speaker, you are in an impartial position as Chair. 

The DEPUTY SPEAKER:  I am quite aware of my position.  I do not wish to have a debate across the floor.  I 
will take a minute to consider the point of order.  It is my view that it does not appear to be a direct negative.  
However, with due reference to the Leader of the Opposition, I will call for an opinion on this side and I will 
weigh that up.  

Mr KOBELKE:  I will put a point of view contrary to the proposition put to you by the Leader of the Opposition.  
The motion moved by the Deputy Leader of the Opposition has three key elements.  One relates to a bipartisan 
approach, with the Opposition and the Government working together to take forward the issue.  Another element 
relates to the problems of the independent retailers, and the other to problems emerging throughout the whole 
system.  The amendment moved by the Premier is in three parts, and picks up those three elements.  It talks 
about the Government’s program and implementing those recommendations about the price of fuel. 

Mr BARNETT:  Your amendment talks about the select committee.  

Mr KOBELKE:  Yes.  We can always add an extra reference to a motion; that does not make it counter to the 
motion. 

Mr BARNETT:  Doesn’t it sunshine?  

The DEPUTY SPEAKER:  Will members direct the debate through the Chair, because I am still considering the 
point of order.  
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Mr KOBELKE:  The second point of the amendment relates to lower fuel prices for Western Australian 
motorists, which is clearly implied in the motion.  The third point relates to the situation with independent 
retailers.  The original motion talked about preventing the demise of independent retailers, and the amendment 
concerns the pressures being applied to independent retailers that threaten their viability.  I do not see how 
anyone can suggest that is counter to the intent of the original motion.  It refocuses it, but covers the same 
ground.  There is no basis whatever to suggest that the amended motion is contrary to the original motion moved.  

Mr BARRON-SULLIVAN:  As the person who moved this motion, I point out that the original motion has two 
key components.  The first is that the House expresses extreme concern over a number of problems emerging in 
the industry.  The amended version is “expresses its strong concern” but about only one issue, not about 
problems emerging in the State’s fuel industry.  The Government has switched around completely the concerns 
addressed in the motion.  The other point is that, whereas the original motion expresses concern over the 
problems arising as a result of government policy, the new motion says that we should seek the support of all 
members of Parliament for the Government’s legislative and regulatory program.  

Mr BARNETT:  It is a straight negative.   

The DEPUTY SPEAKER:  There is no direct negative to the motion.   

Debate Resumed 
Mr KOBELKE:  I was making the point that the overall situation is complex, and I referred to a key element of 
the problem that we are seeking to address.   

I now come to the position put by the Opposition, which is a fuel price plan of action suggested by the Deputy 
Leader of the Liberal Party.  Its three points have been covered to some extent by the Deputy Leader of the 
Liberal Party in his contribution to the debate so far.  The first one was that we should have a temporary 
amendment to the fuel specifications.  Without going into the detail, the Premier has already made it clear that 
the fuel specifications were brought in by the previous Government.  It brought in a standard that did not exist 
anywhere else in Australia, or in the region, which was much higher than the fuel specifications we had 
previously for environmental reasons.  That meant that Gull Petroleum (WA) Pty Ltd and other companies that 
could import fuel into Western Australia from Singapore can no longer buy that fuel internationally.  The only 
places fuel is produced in Australia are at the BP Australia Ltd refinery here and in Queensland, which has 
moved to the new specifications.  Although some refineries in the Asian region can and might produce to those 
specifications, they do not produce enough to make any supplies available on the spot market; they simply 
cannot be purchased.  The independent operators told me that some months ago when they complained about the 
previous Government’s fuel specifications destroying competition in the market.  When Allan Fels of the 
Australian Competition and Consumer Commission and I discussed this issue, he also urged me to take account 
of the problems created by the fuel specifications introduced by the previous Government.  I am aware of those 
problems, but the answer is not necessarily to remove them for a short period.  The Government is looking at the 
issue, and it may move in that direction.  However, a range of issues needs to be taken into account before the 
specifications are changed.   

The Premier referred to a legal point.  The advice provided to the Government is that the federal measure 
changing the standards and imposing uniform higher fuel standards to protect the environment will come into 
operation on 1 January 2002.  If there are no implementation problems, the federal standards will then override 
the state standards, even though the environmental requirements in the federal regime will not be as high as those 
in the state regime.  Some independent operators have advised me that they would find it much easier to live 
with the federal standard.  That would obviously be a step in the right direction, and it is likely to come into 
operation in six months.  The Government is conscious of that and will continue to monitor the situation.   

It is strange that the Deputy Leader of the Liberal Party is saying, “We made a mistake when we were in 
government last year and our fuel specifications will drive these independents out of the market.  The 
Government should fix it.”  If necessary, we will, as we will fix so many other problems created by the former 
Government.  We are consulting all parties involved in this issue and will work through the process in an 
appropriate manner; we will not indulge in a knee-jerk reaction and say that the former Government got it all 
wrong.  

The second strategy in the deputy leader’s action plan is to reassess the maximum wholesale price.  The 
Government is willing to undertake a review of that price.  However, I have told the major oil companies that I 
am not inclined to do that while they are creating obstructions and failing to supply fuel at the maximum 
wholesale price.  I have told a couple of oil company executives that, if they want the Government to review the 
formula and its constituent parts - allowing the possibility of its being increased - they must get the fuel flowing 
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first.  That is the challenge I have issued.  They must do that instead of playing games and refusing to provide 
fuel at the maximum wholesale price.   

Mr Barron-Sullivan:  What if they say they will not? 

Mr KOBELKE:  We are looking to prosecute.  Requirements relating to invoices come into effect on 7 July.  
The companies were given three months’ warning to change their computers and so on.  From early July, the 
screws will tighten.  If they do not comply, the Government can take action.  The screws are continually being 
tightened to achieve results, but there is no single quick-fix.  The Government is happy to take advice from 
anyone about what can be done, but members on this side are not interested in political grandstanding.   

The third strategy in the deputy leader’s action plan is to prevent predatory pricing by exempting independent 
retailers from the requirement in section 22J of the Petroleum Products Pricing Act, which relates to nominating 
a price for 24 hours -  

Mr Barron-Sullivan:  Keep going. 

Mr KOBELKE:  - or amending the current process to prevent independents suffering the consequences of 
predatory pricing.  What does that mean? 

Mr Barron-Sullivan:  Sit down and I will tell you.  

Mr KOBELKE:  The Opposition wants to play political games. 

Mr Barron-Sullivan:  This is an opportunity to work together and you will not take it. 

Mr KOBELKE:  This is the previous Government’s legislation and we will make it work.  We may have to 
adjust it, but we will talk openly and honestly about the changes and the problems.  We will not indulge in 
political grandstanding and try to score points with half-truths instead of dealing with the issues honestly.  If we 
remove the requirement to lock into 24-hour pricing for some people in the market, we will undermine the 
process.  This Government is committed to that process.  I do not resile from the fact that it creates difficulties 
for some players, even those we wish to support.  Clearly, we want to support independents in the industry.  
They have been good at ensuring some level of competition.   

When Liberty Oil Pty Ltd moved into Tasmania the price of fuel fell across the State.  I received reports about 
that from the company and political contacts in Tasmania, who were very supportive of the role of independents 
in creating competition and lowering prices.  That is one of many examples I can use to illustrate the importance 
of keeping independents in the marketplace.  

Members must keep in mind that we are talking about a marketplace.  Yes, our regulations do represent 
interference, but we cannot sort out individual cases between various companies.  The Deputy Leader of the 
Liberal Party said that he has been told that some people are getting out of the market.  They told me a few 
months ago that they would have to consider the situation based on the commercial viability of the enterprises.  I 
will not detail what was said to me in confidence by various players, because I wish to support the independents 
and keep them in the marketplace.  However, we cannot tweak the situation to look after one company.  I 
understand that they are under pressure.   

There does appear to be an element of predatory pricing.  We have passed complaints to the Australian 
Competition and Consumer Commission, but apparently breaches are hard to prove.  Whether that is the result of 
legal complexity, difficulty gathering evidence or that the ACCC does not have the heart for it is a matter to be 
decided by each individual.  My advice is that obtaining convictions for predatory pricing through the ACCC is 
extremely difficult.   

At the moment, the maximum wholesale price is helping to drive down prices.  I have a copy of a graph 
indicating the average retail price for unleaded petrol in metropolitan Perth, the maximum wholesale price set 
using the formula and the exchange rate for the United States and Australian dollars.  The graph shows that the 
differential between our maximum wholesale price and the retail average has been narrowing.  Average prices 
are following our maximum wholesale price down.  Many factors come into play, the situation can change 
suddenly and we still have unacceptably large variations over a matter of days.  The setting of prices for 24 hours 
is crucial in reducing that level of fluctuation on a daily basis.  That will help us to squeeze down the price of 
fuel to a margin above the maximum wholesale price.  It looks good at the moment, but if something happens in 
the marketplace we may have to turn it all around.  Evidence exists that, even though the fuel is not available, the 
maximum wholesale price is conditioning the behaviour of the majors and resulting in a closer comparison.   

I seek leave to have this graph incorporated in Hansard.   

[The material in appendix A was incorporated by leave of the House - see page 1193.] 
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Mr KOBELKE:  The Government wants to work cooperatively with all members and it is open to genuine 
criticism.  However, the Opposition is grandstanding by suggesting that a minor amendment is a total negation.  
That is nonsense.  The deputy leader is suggesting that members on this side know nothing, that he is the only 
person talking to the industry and that he is the font of all knowledge in this area.  

Mr Board:  If you really want to support the independent retailers in this State in a constructive way, you might 
consider allowing government vehicles - there are a lot of them in this State - to use independents because, at this 
moment, they can’t. 

Mr KOBELKE:  That is a good point and I will have it looked into as I do not know the length of time the 
contractual arrangements have to run with our existing suppliers. 

The difficulty for us is that the market can change on a daily basis.  This makes it very hard for the Government 
to respond, particularly when the only way of responding is through legislation and not through regulation.  We 
have added more flexibility by providing for regulation in the Bill we have just passed; therefore we can 
hopefully adjust things when they go wrong or when the market changes.  However, we are using a straitjacket 
model that the Parliament has decided for good reason should lay down how the process works and we will work 
within that model. 

Mr Board:  You could enforce your principles.  There are tens of thousands of government vehicles out there that 
could make a significant impact by way of support. 

Mr KOBELKE:  I thank the member for the suggestion and I will have the matter examined and will provide a 
response. 

The final point is that we have to work in most of these areas in a consultative way.  Unfortunately, that drags 
things out.  The member for Albany was onto me everyday asking me when the signboards would go up in 
Albany.  We gave a commitment to that.  We then put out discussion paper responses to which we said would 
close on 30 June, and when we get those back we will gazette the regulations.  However, the consultation is the 
important part of the process.  I support the amendment. 

MR TRENORDEN (Avon - Leader of the National Party) [3.44 pm]:  It has been an interesting debate.  I agree 
with the Premier on two issues.  However, I do not want to be bipartisan about this.  This issue gets right up my 
nose because people in my constituency, and obviously in some other constituencies, are paying high prices for 
fuel.  If the Premier does not want to be bipartisan about it, I am happy not to be bipartisan about it and will take 
it up to the Government every single day. 

Dr Gallop:  I did not say that! 
Mr TRENORDEN:  The Premier did say that; they were his opening remarks. 

Dr Gallop:  I explained how we were being bipartisan. 

Mr TRENORDEN:  No, he did not.  He will see what he did say when he reads his speech in an hour or so.  The 
Premier used the deliberate tactic of speaking about how the opposition parties were not bipartisan on this matter 
in the past, and the Government is now.  He started off on that foot and I am happy to stay on that foot.  We will 
be holding him accountable for that.  The Leader of the House was also keen to make the point that he does not 
want to be bipartisan in this action either.  I am happy to follow that line, because if we do not protect the Gulls, 
the Libertys and so forth in this market, we will have no market.  So far, all four people in the debate have 
recognised that point.  The minister did say some cleaner fuels legislation was introduced that needs to be 
amended but all in this place know that there are unintended reactions to all Bills.  The minister admitted that 
yesterday it happened to his legislation.  I am sure that all of us supported the debate at the time, even though I 
do not have a direct recollection of it.  The problem is that if we allow BP Australia Ltd to be the only source of 
fuel, we know what will happen to the price.  Therefore, we need to make sure that that does not occur. 

It is very important that competition occurs at the terminal gate.  The minister knows and has already said today 
that the competition will not occur in rural Western Australia.  It should exist at the terminal gate.  It is for that 
reason that we want to see bipartisan support.  That must happen.  From a National Party perspective, it is a 
critical point because if competition does not occur at the terminal gate, it will not occur in a small country town 
where there is only one service station. 

I also agree with the Premier’s comments on the Australian Competition and Consumer Commission.  We 
should not pick on personalities but the head of the ACCC was recognised the other day in the Queen’s Birthday 
honours list.  It is amazing that highly paid people, who spend all their time doing their jobs, get rewarded.  It is 
rather remarkable, but that is outside this argument.  The Premier is right: the Government should be getting 
support from the ACCC; there is no question about that.  I would support the Government outside and inside the 
House in that debate.  The ACCC has been of very little use to the present Government or to the Court 
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Government, so it is critical that that support is obtained.  When those independents get the opportunity to buy 
overseas fuel, they do not have to worry only about the standard of the fuel; they have to worry about insurance 
and shipping costs and a range of imposts for importing the fuel.  We need to make sure that these things are 
made as simple as possible for the independents, otherwise we put the acid on them to go to BP and we know 
what will happen then.  The game has been changed for the member but this is an issue we will all watch very 
closely. 

Amendment put and passed. 

Motion, as Amended 
Question put and passed. 
 


