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Senator McALLISTER:  It is an ongoing conversation. Can I ask you specifically about the privatisation of ports, Mr Sims? I think you have some concern about the arrangement whereby Newcastle Port has to compensate Port Botany and Port Kembla if it receives more than a certain number of containers. Can you talk us through those concerns?  

Mr Sims:  Yes, I can. Our first concern with the Port of Newcastle was that it was privatised without what we would see as any effective regulation over price. They bought it at $1.75 billion. They revalued it to $2.4 billion and immediately pushed up the navigation charges by 40 per cent or more. So we thought that was, I am afraid, a rather good example of what we were worried about, because they are a complete monopoly—the range of people who just have to use them. So that was our dominant concern. That is the thing we have been talking about a lot, as I say, and to repeat, because it is just such a great example of what we were worried about privatised assets doing when they have no effective regulation on them. 

The issue you raised has been reported particularly a lot in the Newcastle press and in the state parliament of New South Wales, where there is a reported clause in the agreement that they would pay certain moneys if they were taking containers that were otherwise going to go to Botany or Kembla. We did have a look at that and we did engage with the state government on that. We are still keeping an eye on that. There are certain complexities when you are dealing with government decision making. So it is quite a complex issue. At the moment, I would say we have a bit of a watching brief on it, but not much more. 

Senator McALLISTER:  I am interested in the impact of privatisations of this kind. Would you say that the combination of an absence of a price regime and the compensation arrangements that surround the privatisation of Newcastle port has the potential to affect the competitiveness of some parts of the New South Wales economy? 

Mr Sims:  So you are mentioning both sides of that now? 

Senator McALLISTER:  Yes. 

Mr Sims:  The ability to price the monopoly without constraint concerns us because we think it actually more affects efficiency. Competition is a slightly harder concept in that context. But we think that if you are actually increasing charges by those amounts and you have the potential to increase charges by that amount then that can have a serious effect on investment plans of the users of the port. So that is our dominant concern. The competition issue with the Port of Newcastle versus Botany and Kembla is a more complicated one because you have to think about what could happen if the clause was not there. That is why I say we are monitoring that to see whether we can get a better handle on that. But it is a hard one because sometimes there is no need for an alternative port for some time. On the other hand, sometimes that area would prefer to have a more local port. So we are just keeping an eye on what is going on there. Our biggest concern was the efficiency because you could just put up the price at will. 

Senator McALLISTER:  Yes. I think you mentioned that there are some challenges for you in taking action in relation to state government activities. Do you think that your powers ought to be adjusted to allow you to address some of the concerns that you are outlining? 

Mr Sims:  We do. The Harper report had many excellent recommendations in it. One of those was that, whereas now the competition provisions of our act do not apply when a government is taking decisions while carrying on a business, which really picks up government business enterprise as doing the wrong thing, Harper suggested that you would be caught by part 4 of the competition provisions of our act if you were making decisions in trade or commerce, which would more get into the government's own decision making. That is obviously a sensitive issue with governments, but it was a recommendation of the Harper report, and it is one we have constantly supported. 

Senator McALLISTER:  I want to move on to something a little different.




