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QUEENSLAND Premier Campbell Newman has stared down former federal treasurer Peter 

Costello and he deserves some credit for that. 

A stocktake of Australia's electricity now, compared with two decades ago, confirms that the 

privatisation and corporatisation of the sector has been a massive failure. 

An analysis of the sector since Victoria privatised power in the 1980s shows productivity has 

fallen and prices have gone through the roof. 

Delivering a unit of electricity now takes 25 per cent more labour than it did a couple of decades 

ago. 

Meanwhile productivity in the rest of Australian industry has increased by about 36 per cent. 

One of the consequences of this productivity slump has been a surge in prices by 170 per cent, 

compared with only 60 per cent for inflation overall. 

Despite the evidence, advocates of electricity privatisation try to convince us that further 

privatisation in Queensland would produce lower prices and greater efficiency. 

Victoria has gone further along the privatisation agenda than other states and Jeff Kennett, 

former premier of Victoria, even claims electricity prices in Victoria have increased by less than 

other states. 

But since 1992 electricity prices there have increased 181 per cent. Queensland's prices have 

increased by 167 per cent. 

A few months ago Newman pointed out electricity "is a natural monopoly", implying the potential 

for excessive private profits at the expense of customers. 

Because of the potential for rip-offs, privately owned electricity companies tend to be heavily 

regulated. 
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However, the regulator does allow these companies to pass on their costs in higher prices and 

there is not much scrutiny of their cost claims. 

In NSW we have just witnessed the regulator allow a 3 per cent increase in prices from July this 

year because the "costs of acquiring and retaining customers" have increased. 

Simply put, these "costs" are the expenses associated with advertising and marketing and the 

like. 

Without those the regulator would have actually lowered prices slightly. 

There are not many businesses in which companies can so easily recoup their marketing 

expenses from their customers. Try telling a battler in NSW that electricity prices had to go up 

because they spent more trying to sell it to you. 

Throughout Australia the number of employees in the electricity industry classified as sales 

workers has increased from 1000 to 6000; the number of managers has increased from 6000 to 

19,000; clerical and admin staff from 16,000 to 31,000; and professionals in marketing, business 

and human resources increased from 2000 to 9000. 

These people are not involved in the actual production of electricity, yet their numbers have 

skyrocketed, while those who actually make power have increased much more modestly. 

The result of the large increase in non-core occupations in electricity has been a slump in labour 

productivity. 

Labour inputs have increased much more than electricity outputs. 

A conservative estimate suggests consumers have faced increased costs of about $1.5 billion 

nationwide as a result of the increase in non-core functions. 

That is likely to translate into a $25 increase in quarterly electricity bills for Australian 

households. 

Newman's instincts are right - electricity is a monopoly. 

Regulated private and corporatised monopolies have perverse incentive structures that 

encourage inefficiencies or cost padding to which the provider adds their healthy profit margin. 

Australia's privatisation experience needs to be addressed and wound back where possible. 

The regulators need to be able to question the necessity of the costs that the industry passes on 

to consumers. 

Most of all Newman should continue to resist those peddling privatisation against the interests 

of Queensland consumers. 
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