
For Official Use Only 

Australian Government 

Australian Government response to the 
Economics References Committee report: 

Privatisation of state and territory assets and new 
infrastructure 

JULY2015 



For Official Use Only 

ECONOMICS REFERENCES COMMITTEE 

PRIVATISATION OF STATE AND TERRITORY ASSETS AND NEW 
INFRASTRUCTUR:E 

Introduction 

On 3 0 October 2014, the Senate referred the matter of privatisation of state and te1ritory 
assets and new infrastructure to the Senate Economics References Committee for inquiry and 
rep01t by 2 March 2015. The committee was to examine: 

Incentives to privatise state or territ01y assets and recycle the proceeds into new 
infrastructure, with particular 1·eference to: 

(a) the role of the Commonwealth in ·working with states and territories to fimd 
nation-building infrastntcture, including: 

(i) the appropriateness of the Commonwealth providingfimding, and 

(ii) the capacity of the Commonwealth to contribute an addition.al 15 per cent, 
or alternative amounts, of reinvested sale proceeds; 

(b)-the economics of incentives to privatise assets; 

(c) what safeguards would be necessary to ensure any privatisations were in the 
interests of the state or territ01y, the Commonwealth and the public; 

(d) the process for evaluating potential projects and for making recommendations 
about gran!s paymerits, including the application of cost-benefit analyses and 
measurement of productivity and other benefits; 

(e) parliamentmy scrutiny; 

(f) alternative mechanisms forfimding infi·astructure development in states and 
territories; 

(g) equity impacts between states and territories arisingfi·om Com11wm11ealth 
incentivesforfi1ture asset sales; and 

(h) any related matter. 

0112 December 2014, the Senate granted an extension to the Committee to repo1t by 
20 March 2015. On 19 March 2015, the Committee tabled its final repo1t. 

The report contains three recommendations and includes a dissenting report from 
Govem.ment Senators. The repo1t also includes a section confainWg additional commentary 
by the Australian Greens. The Australian Greens state that they support the overall intentions 
of the majol'ity repoli's recommendations but propose several revisions to those 
recommendations in order to take account of the issues they have raised. As the revisions do 
not materially alter the maj01ity report's reconilnendations, the Government's response does 
not separately respond to those recommendations. 
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Government Response 

The Australian Government has considered the three recommendations contained in .the 
report and provides the following responses. 

Recommendation 1 

• The committee recommends that proper and.rigorous analysis of total costs associated_ 
with privatisation projects be conducted when privatisation is proposed by governments 
at any level. In addition, appropriate public consultation should be undertaken, 
including consultation atound transactions costs and the costs of creating ru1 appropriate 
regulatory enviromnent and compliance with those anangements. 

Noted. 

The committee has recommended that any privatisation be based upon rigorous analysis of all 
costs and be proceeded by public consultation. This is what governments ordinarily do ·as pa1t 
of considering any option for privatisation. State and territory governments are responsible 
for selecting the assets they consider appropriate to. be sold in order to participate in the 
Initiative. As a consequence, they are ultimately accountable to their. constituents for the 
assets that they decide to divest and the pricing and service outcomes resulting from them. 

Recommendation 2 

• The committee recommends that prior to privatisation of assets, governments at all 
levels introduce appropriate regulatory arrangements ru1d safeguards, including 
safeguards against anti-competitive behaviour to ensure that future costs are known and 
established. 

Noted. 

Appropriate regulatory arrangements and safeguards against anti-competitive behaviour are 
important considerations for governments undertaking privatisation. State and territory 
governments can, ru1d have, put in place mechanisms to address competition issues that may 
result fr9m the privatisation of assets. Commonwealth legislation also exists to address 
monopoly pricing and access issues as well as anti-competitive behaviours. 

Recommendation 3 

• The committee i·ecommends that the link between privatisation of assets and 
infrastrncture funding under the Asset Recycling Initiative should be removed. This 
would provide an environment where: states and ten-itories are encouraged to consider 
the merits of privatisation on a case by case basis; decisions to fund infrastructure 
projects are based on the community and economic need; and the Commonwealth 
contributes funding based on the merits of proposed infrastructure projects while 
considering the equitable distribution of funds across states and territories. 

Not agreed. 
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The Asset Recycling Initiative iS designed to encourage states.and territories to invest in 
additional _infrastructure, while recognising the reality of constrained fiscal positions at every 

· level of government. 

The Initiative seeks to encourage states to fund new productive capacity enhancing 
infrastructure by unlocking capital from existing mature assets, which would be transferred to 
the private sector. The Initiative also explicitly seeks to encourage private sector funding of 
green field infrastructure wherever possible, by requiring funding and financing options to be 

· considered as one of the three eligibility criteria for new infrastructure proposals. 

The Asset Recycling hrltiative does not prevel).t state or territory governments from 
considering the merits of a privatisation or making decisions to fund new infrastructure based 
on community and economic need. The Initiative provides adequate time for all of these 
aspects to be properly co11sidered. Moreover, the existence of the Initiative has clearly not 
discouraged community debate on the merits of individual asset sales or proposed new 
infrastructure projects. All infrastructure projects to be funded lUlder·the Initiative must . 
demonstrate: a clear net po·sitive benefit; enhance the long term productive-capacity of the · 
economy; and, where possible, provide for enhanced private sector involvement in both the· 
:funding and financing of the infrastructure. 

Through the Initiative, the Government is responding to the needs of the economy by 
building infrastmcture that.will drive economic growth, create jobs and improve productivity. 
This. investnJ.ent aims to generate significant additional state and private sector participation 
to build the infrastructure that Australia needs and will lay the foundations for future growth. 


