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Foreword 
The Australian Competition and Consumer Commission (ACCC) and the Public Utility 
Research Centre (PURC) are pleased to be co-publishers of this special volume of 
papers on the principles and practice of infrastructure regulation.  The papers reflect the 
work of prominent Australian, New Zealand and international authors expert in the 
field of utility regulation — regulators, academics, consultants and advisers in the 
utility regulation field, and industry participants.  The papers were selected from 
material presented at a one week utility regulation trainin g program jointly conducted 
by the ACCC and PURC in Melbourne in November of 1997. 

This course was a first for Australia, and was adapted from the successful International 
Training Program on Utility Regulation and Strategy conducted by PURC and the 
World Bank.  The course was notable for the breadth of its coverage of issues involving 
utility regulation, both economic principles and practice.  As such, the sessions were 
tailored to meet the pressing need to educate and re-educate regulators and policy 
makers for the rapidly changing regulatory and competitive environment.  The success 
of the course could be judged from the range of its participants, who well represented 
Australian and New Zealand regulatory and policy-making bodies across all major 
utilities and jurisdictions. 

The quality and breadth of the papers augurs well for infrastructure regulation in the 
future.  The papers cover important fundamental principles, based on recent Australian 
and international literature and the work of pre -eminent academics and professionals.  
The discussion of the practice of utility regulation was also invaluable, and similarly 
draws by way of case studies, on the international environment, especially from the US, 
UK, New Zealand and Australia.  This international fla vour not only enhances the 
dissemination of greater expertise, but also facilitates the drawing of useful 
comparisons. 

The general theme of the course and the papers is the observation that infrastructure 
regulation is not an end in itself, but rather, is directed at facilitating and augmenting 
the process of market reform, and contributing to the ongoing vitality, efficiency, and 
competitiveness of the market economy.  The evolving environment of market reform 
has given rise to new areas of regulation whic h derive from, and are a response to, 
competition policy reforms such as legislated access to essential facilities, structural 
reform, competitive neutrality, and privatisations.  The role of infrastructure regulation 
has correspondingly evolved itself from its traditional purpose of surveillance, detailed 
price controls, and arbitrary cost allocations.  It is well understood that utility regulation 
is increasingly about maximising the potential for competitive processes to work or at 
least, helping to simulate market results, and always with an eye to the efficiency 
implications and resulting trade -offs among objectives.  This approach implies a 
determination and analysis of the prevailing incentives which face industry participants.  
The regulatory regime introduced will then attempt to create incentives to induce 
greater efficiency, in addition to blunting the incentives which cause undesirable 
conduct.  This regulatory evolution reflects the broad sweep of competition policy, 
which has gone beyond a primary reliance on anti-competitive conduct provisions to 
vigorous pro-competitive initiatives. 
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The importance of regulatory convergence is also becoming more appreciated.  The 
Commonwealth and States have a role in regulation of infrastructure through the 
ACCC, NCC and State regulators.  It is important that these organisations work 
together and cooperate so that regulation leads to efficient and competitive markets 
with good information, consistency of regulatory application, and minimal uncertainty. 

We trust that this volume will contribute to the continual development of regulatory 
theory and practice and promote greater cooperation among regulators both within 
Australia and internationally.  Readers of this publication, will have diverse 
backgrounds and objectives:  you might be a regulator with well-defined mandates, an 
executive of a regulated firm identifying appropriate business strategies, an official in a 
government ministry or legislative body developing regulatory procedures, or a scholar 
studying regulation.  Whatever your present role, we trust that upon reading this 
publication, you will be armed with a greater appreciation of the principles and practice 
of infrastructure regulation that is designed to help promote the on-going processes of 
market reform. 

 

 

 

Professor Allan Fels Professor Sandford Berg 
Chairman Director 
ACCC PURC, University of Florida 
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The organisations 

The Australian Competition and Consumer Commission 

The Australian Competition and Consumer Commission was formed on 6 November 
1995 by the merger of the Trade Practices Commission and the Prices Surveillance 
Authority.  Its formation was an important step in the implementation of the national 
competition policy reform program agreed by the Council of Australian Governments.  
An independent statutory authority, the Commission administers the Trade Practices 
Act 1974  and the Prices Surveillance Act 1983  and has additional responsibilities under 
other legislation. 

Under the national competition policy reform program the Trade Practices Act has been 
amended so that, with State/Territory application legislation, its prohibitions of anti-
competitive conduct apply to virtually all businesses in Australia.  In broad terms the 
Act covers anti-competitive and unfair market practices, mergers or acquisitions of 
companies, product safety/liability and third party access to facilities of national 
significance. 

The Commission is the only national agency dealing generally with competition 
matters and the only agency with responsibility for enforcement of the Trade Practices 
Act and the associated State/Territory application legislation. 

A legal regime to facilitate third party access to certain essential infrastructure was 
introduced to the Trade Practices Act (Parts IIIA and XIC) as part of the  1995 
competition policy reforms.  Access regimes apply only to significant infrastructure 
facilities with monopoly characteristics and with wide economic influence.  Examples 
of the kinds of facilities which may be covered include gas transmission and 
distribution pipelines, electricity transmission and distribution wires, railway tracks, 
airport systems, water pipelines, telecommunication networks and certain sea ports. 

The Commission’s role under access provisions typically involves assessing the terms 
and conditions, including prices, on which infrastructure services are provided.  This 
role is undertaken in assessing access undertakings given by service providers or in 
determining disputes over access. 

The Commission’s internet website address is:  http://www.acccgov.au 

The Public Utility Research Centre  

PURC is located within the Warrington College of Business Administration at the 
University of Florida.  Founded in 1972, PURC strives to enhance executives’, 
regulators’, academics’, and students’ knowle dge of issues confronting public utilities 
and regulatory agencies through: sponsoring conferences, seminars, and training 
programs; engaging in research that addresses topics in the energy, 
telecommunications, and water industries; and preparing students for careers in 
infrastructure industries. 
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Funding by energy and telecommunications groups and the Public Service Commission 
in the State of Florida enables PURC to fulfill its mission.  To ensure independence and 
guarantee impartiality, an Executive committee is composed of representatives from the 
University, electric and gas utilities, telecommunications firms, the Florida PSC, and 
the Florida Office of the Public Counsel.  

During the past twenty-five years, PURC has grown from a small group hosting one 
conference per year to an interdisciplinary effort with expanded programs and research 
whose impact is recognized locally, nationally, and worldwide.  To learn more about 
PURC visit our website at www.cba.ufl.edu/eco/purc. 

The International Training Program on Utility Regulation and Strategy, an intensive 
two-week program held in Gainesville, is a collaboration between PURC and the World 
Bank.  The program is designed to enhance the economic, technical, and policy skills 
required to design and manage sustainable regulatory systems for infrastructure sectors.  
The program focuses on a series of cross-sectoral and sector specific topics including 
trends and drivers of market reform; market structure; financial techniques in utility 
regulation; methods of incentive regulation; performance standards and enforcement; 
pricing; and managing stakeholder groups including government, industry and 
consumers.  Over 50 sessions include case studies, practical exercises, and panel 
discussions with leading experts and international faculty.  
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