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Summary

Background

The Department of Industries and Business commissioned the Centre for
International Economics (OE), in conjunction with Catalyst Consulting
(formerly Desliens Business Consultants) to conduct this review of the
Electrical Workers and Contractors Act. The purpose of the review was to
assess the consistency of the Act with the · principles of National
Competition Policy. The review team undertook public consultation as part
of the review process, including through the preparation of an issues paper
and receiving public submissions to it, and consulting with stakeholders in
Darwin and Alice Springs.

Industry and regulatory framework

Persons regulated by the Electrical Workers and Contractors Act include:

• electrical workers and contractors across all fields of specialisation and
grade who enter the industry from within the Northern Territory;

• electrical workers and contractors across all fields of specialisation and
grade who enter the industry from other Australian jurisdictions and
New Zealand who choose to work in the Northern Territory;

• utilities and other employers, and householders who employ the
services of an electrical worker in the Northern Territory; and

• any person in the Northern Territory who performs limited electrical
work without a licence.

Regulations require the obtaining of a licence or other instrument to
perform electrical work above a designated threshold, and impose
penalties for unlicensed work. The Act and its Regulations are
administered by the Electrical Workers and licensing Board, who delegates
certain authorities to the Department of Industries and Business.

NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT n
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SUMMARY

Objectives .:-

The Act contains no explicit objectives. Inferred objectives found to be still
important to the regulation of electrical workers and contractors in the
Northern Territory include:

• ensuring safe work outcomes for electrical tradesmen and women,
their employers, customers, and the wider community;

• enabling maximum worker mobility between employers and between
states and territories, within necessary safety constraints; and

• providing a realistic degree of flexibility in regulation to enable less
skilled work to be done, and to respond to the requirements of various
employers and household purchasers of electrical services.

N ature of restrictions

The Electrical Workers and Contractors Act imp~cts on competition through
restrictions on market entry and conditions imposed on lawful market
conduct, including;

• restrictions on the performance of electrical work without requisite
qualifications, including restrictions on the scope of work available to
electricians, depending on grade of licence and area of specialisation;

• the ability of the Electrical Workers and Contractors Licensing Board to
prevent entry to the industry unless satisfied of the character and
credentials of applicants;

• additional conditions to be satisfied to obtain a contractors licence;

• limits on the type of work that can be performed by apprentices; and

• limits on electrical work performed by unlicensed persons.

These result in limits on the availability of services, particularly in areas
where more specialised skills, or the training to acquire them, are
unavailable, and impact on industry costs.

Benefits and costs

By and large, the benefits of existing licensing requirements exceed the
costs imposed on regulators, electrical workers and contractors, and the
wider community.

n NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT
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SUMMARY

While concrete quantification is not possible, the current licensing system is
expected to deliver benefits by way of:

• reduced accidents, particularly for less experienced electrical workers;

• reduced damage to property and equipment and less down time in
terms of foregone activity in the household and industry sectors;

• reduced fatalities; and

• providing a seemingly cost effective mechanism delivering separate
benefits to regulators, industry participants, and consumers,

Yet safety benefits are also achieved via restrictions on the supply and use
of electricity and electrical devices and inspections and audits of electrical
work contained in the Electricity Reform Act. Thus the identified benefits of
injury prevention or reduction and reduced equipment and property
damage should not be considered solely attributable to licensing.

There are many costs associated with the licensing. Costs are incurred by
the regulator, by way of administration, monitoring and enforcement of
regulation, and those being regulated, who must comply with regulations.
Other costs include efficiency costs, where competition between actual and
potential electrical workers and contractors is reduced, or costs associated
with reduced consumer choice. However, the costs of current regulation
are modest. No stakeholders submitted that costs were an adverse barrier
to entry. Costs are greatest for those groups not well suited to licensing,
and for whom any costs, even modest costs, are net costs.

Alternatives

The alternatives to current arrangements which were analysed include:

• amendments to the current system to address areas where costs exceed
benefits, or where benefits can be achieved less restrictively;

• co-regulation, via an industry-driven, government sanctioned,
competency based approach;

•

•

•

•

industry-run regulation;

registration;

negative licensing; and

the removal of industry-specific regulation.

The latter three were dismissed because they were found to be unable to
achieve the objectives of regulation.

NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT n
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SUMMARY

Summary of recommendations
• Licensing should be retained, but other means of signalling competence

be afforded comparable status. Licensing should be flexible enough to
accommodate alternative means of signalling a persons' competence to
perform set tasks.

• There are several reasons for removing the additional experience
requirement for contractors. The Board should seriously consider these.
The objectives of the requirement should be clearly articulated by the
Board, and it should be demonstrated that experience is the best way of
satisfying those objectives if they are to be retained.

• The fit and proper person test was found to be problematic for several
reasons. However, on balance, the cost of the test is likely to be low,
and it does have an important benefit of giving the Board discretionary
powers of exclusion to respond to instances of inappropriate conduct.
The test should be amended to overcome .concerns relating to its
arbitrariness, and signal to potential licence applicants the criteria
against which their .fitand proper status will be assessed.

• .The exemption to licensing requirements afforded to PAWA should be
removed. However, approved competency based assessments should
be recognised as a substitute for licensing in certain situations.

• A more general review of the Act is both warranted and recommended.
At a minimum, a more general review should:

incorporate the recommendations in this report, including the
incorporation of explicit regulatory objectives;

enable the act to explicitly accommodate the National Restricted
Licensing System currently in place;

make explicit the application of licensing, permit and record
keeping provisions of the Act with regard to PAWA, other utilities,
and other categories of employers, inducting households;

eliminate the overlap between the assessment and accreditation
activities of the Board and those developed and endorsed by
industry through the National Training Packages processes;

review the industry-dominated composition of the Board, and
consider advantages of consumer and government representation;

update the language of the Act, including the removal of gender
sp~clanguage;and

review of the adequacy of the level of enforcement of licensing
provisions and penalties where restrictions to competition are
relaxed.

n NCP REVIEW OF THE ELECTR ICAL WORKERS AND CONTRACTORS ACT
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Introduction

ELECTRICAL WORKERS AND CONTRACTORS in the' Northern Territory
(NT) are directly regulated by the Electrical Workers and Contractors Act
1997. The Act contains various restrictions to competition, including certain
requirements to be satisfied prior to market entry, and others while
participating in the market. Accordingly, as part of the commitment of all
Australian governments under the Competition Principles Agreement, the
Act needs to be reviewed for consistency with the principles of National
Competition Policy (NCP).

This review was initiated by the Department of Industries and Business
(OIB), who commissioned the Centre for International Economics (CIE), in
conjunction with Catalyst Consulting (formerly Desliens Business
Consultants) to conduct the review. The terms of reference for the review
are set out in Appendix A.

National Competition Policy - the framework for the review

A key objective of NCP is to develop open, integrated markets throughout
the economy to promote competition where it encourages more efficient
resource use, stimulates cost reductions and brings quality improvements.
NCP assumes that competition is desirable unless a legislated restriction can
be shown, on a case-by-ease basis, to deliver socially beneficial or desirable
outcomes that are greater than those with no such restriction in place. The
specific test contained in the Competition Principles Agreement is that
legislation should not restrict competition unless it can be shown that:

• the benefits of the restriction to the community as a whole outweigh
the costs (of the restriction); and

• the objectives of the legislation can only be achieved by restricting
competition (Clause 5(1) of the Competition Principles Agreement).

Both these criteria must be met if a restriction is to be retained. To keep a
restriction, it is necessary to demonstrate that to do so will result in a public

NCP REVIEW OF THE ELECTR ICAL WORKERS AND CONTRACTORS ACTD
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net benefit. It is not sufficient to demonstrate that its removal would result
in no or little net benefit.

Market failure as a justification for intervention

Legislative restrictions that restrict competition may be justified in order to
correct'market failure' - where unfettered competition produces flawed
outcomes. Yet market failure is relative. All markets fail to some degree
because the benchmark against which failure is measured is an ideal case.
Under NCP, the test is whether a set of arrangem~ts generate net benefits
by comparing actual market outcomes with what can realistically be
achieved by intervention. For example, we should ask if today's licensing is
the best way to reduce safety hazards associated with electrical work (in a
net benefit sense), rather than whether it eliminates dangers altogether.

The review assessment process

The key steps for an NCP review are to:

• describe the industry and regulatory structure;

• clarify the objectives of the legislation;

• identify the nature of every restriction on competition;

• analyse the likely effects of the restrictions on competition and on the
economy generally;

• assess the balance between costs and benefits of the restrictions; and

• consider alternative means of achieving the same results including
non-legislative approaches.

Chart 1.1 illustrates the review assessment process adopted in this review.
A restriction to competition is only to be retained if it is shown to produce
net benefits, and there is no less restrictive way to do so. Public interest
issues are to be taken into account in assessing the net benefits including:

• ecological sustainability;

• social welfare and equity;

• occupational health and safety;

• industrial relations and access and equity;

• economic and regional development including employment and in­
vestment growth;

n NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT
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1.1 Review assessment process

Clarify the objectives of the
legislation

Chap/er2

+
Are the objectives relevant or
appropriate?

t--

Chapter 2

Abandon legislation-
No --. government involvement is not

necessary

I
Yes

Identify nature ofrestrictions on
competition in the legislation

Chap/er 3

Yes

Does the restriction achieve the
objective

Chapter 4

1--- No

Do the benefits of the restriction
outweigh itscosts?

Chapter 5
I

Yes

Retain currenl restriction as an
option

Abandon legislalive restriction in
f------- No -- ~ itscurrent from

Develop alternative regulatory
.- - - - - - ---.J options including option ofno

regulation
Chapter 6

Adopt option thai generales
grealest net benefit

Yes
Isthere an option that yields
positive net benefits?

Chapter 6

I- - - No

Abandon legislation as objective
not achieved with positive net
benefits usIng available
instruments
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1 I N T R O D U C T I O N

• interests of consumers;

• competitiveness of Australian businesses; and

• efficient resource allocation.

Consultations

Consultation with various stakeholders was encouraged throughout the
review, several were held during the review assessment process. All
identified stakeholders were contacted and invited to' participate in the
review. Members of the review team met or spoke with representatives
from the:

• Power and Water Authority (pAWA);

• Communications, Electrical and Plumbing Union (CEPU);

• National Electrical Contractors Association (NECA);

• the Territory Construction Association (TCA);

• electrical inspectors and other representatives from the Department of
Industries and Business (DIB) in both Darwin and Alice Springs;

• the NT Chamber of Commerce in Alice Springs;

• Tangentyere Council; and

• Tangentyere Constructions.

There were three formal written submissions to the review. Numerous
verbal comments, which were made by stakeholders have also been taken
into consideration in the review.

The Tangentyere Council mentioned above was consulted in part to obtain
a consumer perspective on the issues encompassed by the review,
particularly for more vulnerable groups such as Aboriginal communities
living in remote areas. Several inquiries were also made of DIB staff in
Darwin and Alice Springs as to the nature and frequency of customer
complaints regulating electrical workers and contractors, to help identify
issues of importance for consumers. No individual consumers responded
to advertisements inviting the community to participate in the review.

n NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT
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Industry structure and regulation'

IDENTJEYING THE MARKET is an important early step.in an NCP review.
This includes establishing the dimensions of the market affected by
regulation, and where regulation impacts on the market.

The electrical workers and contractors 'market'

The Electrical Workers and Contractors Act 1997 regulates the performance
and supervision of all electrical work performed in the NT, including the
contracting to perform electrical installation work.

'Electrical work' is defined by the Act as

.. ,work done in connection with the installation or repair of an electric line or
electrical article for the generation, transmission, supply or use of electric

energy, but does not include work done in -

a) manufacturing, or assembling at the place of manufacture, electrical
articles; or

b) constructing for and on behalf of the Authority and under its supervision
a new overhead line on steel towers, not being towers supporting any
other overhead line that is in service or has previously been in service.

The Authority referred to above is Northern Territory Power and Water
Authority (pAWA), which under Section 42 is permitted to supervise or
perform electrical work notwithstanding anything elsewhere in the Act ­
suggesting its work is not regulated by the Act. No other utility or other
business is afforded this status. However, PAWA is a holder of a
contractors' licence. Under the Act, it is an offence for licensed contractors
to employ unlicensed workers to supervise or perform electrical work
(Section 54A). Despite this apparent inconsistency, for the purposes of this
review PAWA is regarded as part of the industry subject to the
requirements of the Electrical Workers and Contractors Act and its
Regulations.

There is a substantial difference between the electrical work performed by
employees of PAWA and many electrical contractors, and those services

NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS AC n
"
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2 INDUSTRY STRUCTURE AND REGULATION

purchased by households, or the 'average consumer'. Utilities and soine
commercial contractors undertake industrial, up to high voltage (HV)
electrical work, performed by elect-fitter mechanics, linesmen, and cable
joiners. PAWA has commented to the review that this differs significantly
from household wiring. Several HV lines in the Northern Territory are
owned by PAWA, who determines access to them. There is no apparent
legislative basis for this authority. The NT Government also owns HV
power lines other than via PAWA assets, including the Darwin Katherine
HV line, as a 'private line'.

Industry size and composition

The NT electrical workers and contractors industry is comprised of 3727
tradesmen and women. The size of the NT industry is not large compared
to other states. There are 650 licensed electrical contractors (although not all
permanently reside in the NT), compared to 4500 in Queensland. In
1998/99 alone, there were 2000 electrical workers licenses issued in
Queensland (Queensland Electrical Licensing Board 1999, p. 15). And the
3727 electrical trades-persons in the NT compares with 24 481 registered
electrical operatives in Western Australia 0NA Office of Energy 1999, p . 32).
On a per capita basis, this means that the NT is very well served, with a
population of just under than 200000, compared to almost 3.5 million in
Queensland and over 1.8 million in WA (ABS, 1999).

There are a limited number of apprentices registering in the NT each year,
typically around 15-25, some of whom withdraw from completing their
training each year .

It is not possible to estimate the precise value of the electrical workers and
contractors industry in the NT from available statistics. According to the
Northern Territory Budget 2000-2001, the total annual value of the NT
electricity, gas and water industry is just over $100 million, or around
1.6 per cent of gross state product.. A proportion of this would be generated
by the electrical trades industry (NT Treasury 2000, p. 16).

Competition from electrical tradespersons outside the NT

Electrical workers and contractors are licensed in all Australian States and
Territories and in New Zealand. Electrical workers and contractors can
apply for a reciprocal licence to operate in the NT if their home state has
the same licensing structure, generally offered to holders of A Grade
electrical mechanics' licences, or equivalent. Alternatively, mutual
recognition applies, which means that a person holding a licence in one

n NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT
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2 INDUSTRY STRUCTURE AND REGULAT ION

state or territory is entitled to a comparable licence in another. Such
mechanisms enable those licensed outside the NT to operate in the NT,
subject to the requirements of the Act under review.

Examples of some differences across state and territory borders include
licence renewal periods (which vary for electrical workers between 3 and 5
years), the duration of additional experience required for contractors (only
1 year in Queensland compared to 2 in the NT and many other
jurisdictions), and the definition of electrical work, affecting the scope of
work that can be done by unlicensed persons. .

The fluid and mobile nature of the electrical trades industry, assisted by
reciprocity and mutual recognition, results in a potentially significant
degree of competition from electrical tradespersons outside the NT. In its
submission to this review, the Communications, Electrical and Plumbing
Union notes that:

•

•

interstate contractors often bring their own workforce to the NT, partly
for convenience, and partly because of the (perceived) availability of
higher skills and competency outside the NT due to greater training
and industrial experience and opportunities interstate; and

the itinerant nature of the NT population creates competition between
prospective employees as itinerant workers often do not care about
Awards and Agreements and tend to cut the wage rates and sell their
skills for a lesser rate, despite being contrary to regulations in place
(CEPU (i), p . 2).

The latter point refers to illegal non-compliance with the provisions of the
Act under review, and the requirements of other acts effecting the electrical
workers and contractors industry. The claim is that certain people operate
unlicensed, and move on before their unlicensed status is detected or
penalties are imposed.

Regulation of electrical workers and contractors in the NT

Similar to arrangements in other Australian jurisdictions, the NT Electrical
Workers and Contractors Act segments the electrical trades industry by
distinguishing between types of electrical work and levels of competency.

The Act refers to four categories of electrical worker, including:

• electrical cable joiner;

• electrical fitter;

NCP REVIEW OF THE ELECTR ICAL WORKERS AND CONTRACTORS ACTn
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2 INDUSTRY STRUCTURE AND REGULAT ION

• electrical linesman; and

• electrical mechanic.

The Regulations pursuant to the Act distinguish between two classes of
electrical mechanic and fitter (A and B), and create an additional category
for a refrigeration mechanic (R). A Grade licences are issued in the
categories of Electrical Mechanic, Electrical Fitter, Electrical Linesman, and
Electrical Cable Joiner. B Grade licences are available to electrical
mechanics and fitters who fail to complete the requisite course, although
such licences are currently being phased out. Grade' B licences are not
expected to be part of the National Licensing"&:heme currently under
development (see below). Each category has its own market entry and
conduct requirements (some with considerable overlap), as described later
in chapter 4.

The vast majority of industry participants are A .Grade licence holders, as
shown in table 2.1.

Restricted licences are also available in the NT for those wanting to perform
some electrical work, but not the full scope of work that can be performed
by a fully skilled electrical worker. The Act does not mention restricted
licences per se, although there is provision for an R Grade licence endorsed
as refrigeration mechanic or instrument fitter . There is also mention of a
temporary permit system, and this section is used to validate restricted
licensing f~r other categories. PAWA reports that restricted licences are
very important to its work, particularly in remote areas.

2.1 Participants in the NT electrical trades industry as at end June 1999

A grade electrical workers
B grade electrical workers

R grade eleclrical workers

Electrical contractors

Apprenllces"
Total

No. of persons

2672
12

370
650

23
3727

%

71.7
0.3

10.0
17.4
0.6

100

a Does not necessarily include all new apprentices eligible for registration. and may include some second year
apprentices registering late.

Source : Electrical Workers and Contractors Ucensing Board Annua l Report 1988-99.

The Electrical Workers and Contractors Licensing Board

The Act establishes the Electrical Workers and Contractors Licensing Board
(the Board), responsible for administering licensing and registration. The
Act outlines procedural and reporting requirements for the functioning of
the Board, sets out an appeals process, and procedures for the suspension

~
t.!L..!! NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT

I'·



9

2 INDUSTRY STRUCTURE AND REGULATION

and cancellation of licences. In practice, responsibility for licensing and
registration is delegated to an officer in the Department of Industries and
Business and the Board is principally involved with restricted licensing,
ratification of licences that have been granted under delegation, and
broader industry issues. The Board must consist of five members:

• an electrical engineer with an A Grade licence or a qualified electrical
engineer who has or could have relevant affiliations;

• an employee who is an electrical engineer with an A Grade licence ora
qualified electrical engineer who has or could have relevant affiliations;

• a representative of institutions providing apprenticeship training for
apprentice electrical workers;

• a representative of electrical contractors; and

• a representative of electrical workers.

By and large the Board is an industry Board. There is no deliberate
representation of consumers or government.

Contemporary changes in the industry

The NT electrical trades industry is subject to changes occurring on a
national scale. In addition to the National Restricted licensing System
(NRLS) currently in place, a National Licensing System is also under
discussion. Under this scheme it is proposed that the linesman, fitter and
cable joiner categories be dropped and one A Grade licence be issued
without specifying area of specialisation. The curriculum vitae of
individuals would be relied upon for demonstration of specialised skills.
The national licensing proposal is of interest, but is not in the scope of this
review.

Other important developments include national training packages for the
assessment, recognition and development of competencies, which are being
developed for various parts of the electrical workers and contractors
industry. Competencies are endorsed by the Australian National Training
Authority (ANTA) at the national level.

Competencies of electrical tradespersons working in the NT can be
assessed by a Registered Training Organisation (RTO), given that status by
the NT Employment Training Authority, and the assessment is in
accordance with ANTA guidelines. PAWA have already adopted this
competency-based assessment of their employees, rather than relying
exclusively on the licensing system.

NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT6
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For instance, PAWA does employ unlicensed electrical workers who have
been declared competent to perform specified electrical tasks by an RTO.
Licensing assists PAW A in its screening and assessment process, but it is
not necessarily sufficient to guarantee work placement with the
organisation.

Several Industry Training and Advisory Bodies (ITABs) such as the
National Utilities and Electrotechnology Industry Training Advisory Body
(NUEITAB) are developing National Qualifications for the industry sectors
they represent. Training packages describe the standards of work
performance expected from individuals, and the rtational qualification/
certification they will be issued when deemed competent for the respective
NUEITAB Industries.

Technological and other changes inevitably effect most industries, and may
raise questions about the appropriateness of certain regulations. As noted
byPAWA:

The Act remains largely unchanged since 1978 despite significant structural
and technological change and growth within the industry and occupations to
which it applies (pAWA, p. 1).

ri1iii
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Objectives

The Electrical Workers and Contractors Act was introduced in 1978 at a time
when electrical contractors were unlicensed arid "electrical workers and
contractors were regulated differently to those in other Australian states.

The stated purpose of the Act is 'to provide for the licensing of electrical
workers and contractors and for other purposes'. A broad statement such
as this does not provide a clear insight into the objectives of the Act, nor the
reasons for government involvement in the regulation of the electrical
trades. The second reading speeches at the time the Act was introduced
provide some insight into the Acts objectives, namely:

• to promote the safe operation of the electrical trades, for workers,
contractors and the public alike;

• to provide confidence to consumers in using electrical tradespersons;

• to achieve reciprocity of licences among the states, presumably to both
reinforce the safety objective as well as provide tradespersons with the
mobility to follow available work; and

• to provide flexibility within the industry for less than fully skilled
electricians to enter and perform lower skilled duties.

Ensuring safe working outcomes

Safety issues are paramount in the electrical trade, given the danger of fire
and danger to lives. The objective of safety protection remains as relevant
and important today as it was at the time the legislation was drafted. Given
safety concerns in other jurisdictions, seeking compatibility with regulation
elsewhere is a further means of protecting safety standards in the NT. In its
submission to this review, the CEPU reinforces the safety objective of the
Act in stating its reasons for resisting de-regulation:

... to maintain a strong and effective regulator of electrical usage for the
safeguarding of workers, users, consumers and equipment. (CEPU (i), p. 1)

NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT n



12

3 OBJECTIVES

.:

It is unlikely that broader regulations, not exclusive to the electrical trades
industry, would afford adequate safety protection to workers and the
community. The CEPU submitted that

It is important to maintain high electrical standards irrespective of the
development and/ or emergence or broader health and safely legislation.
Standards in both areas move at times at different speeds and with some
variations. (CEPU (i], p. 3)

Enhancing consumer confidence to employ licensed persons

Providing confidence to consumers follows from the safety objective.
Consumers are more likely to select a licensed tradesperson if they believe
that person is better able ·to·perform electrical work in a safe and efficient
manner. By reducing consumer risk associated with engaging electrical
tradespersons, the legislation seeks to reduce overall risk.

Under the current Act, this objective applies principally to the quality of the
work performed, rather than risks associated with the character of the
individual performing it. However, the trace-back mechanism implicit in
licensing may also provide some assurance that those who engage in
inappropriate behaviour or substandard work can be disciplined.

The pursuit of consumer confidence is not an a priori relevant objective of
regulation unless the lack of confidence is due to, or results in some form of
market failure. For instance, if consumers were not confident that a licensed
person could perform safer work than themselves, they might attempt to
tamper with very dangerous electrical wiring, causing injury to themselves
and potentially others.

Enhancing worker mobility

Providing electrical workers with the mobility to work in other
jurisdictions is an important objective of any regulations pertaining to the
building industry, where activity is notoriously volatile and cyclical. The
achievement of mobility is important in moderating the peaks and troughs
of electrical work associated with building activity. Attempts to achieve
reciprocity with other states would facilitate this mobility.

The merits of seeking to achieve such reciprocity depend in large part on
the standards in other areas. In the case of electrical workers and
contractors, standards are very similar, therefore other objectives are
unlikely to be compromised in the pursuit of mobility for tradespersons.
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Enhancing worker mobility is not directly related to the correction of
market failure. However it does seek to offset the adverse consequences of
those regulations that do - that is, market entry restrictions designed to
support the community's interest in the performance of safe work, which is
unlikely to be satisfied in the absence of regulation.

Providing the flexibility for less skilled work to be done

There are times when work needs to be done, but cannot be performed by a
fully skilled tradesperson. The Act tries to' provisions for these
circumstances and allows for practices and rules to be developed so that
limited types of work can be done to an acceptable level of safety. Enabling
less than fully skilled electricians to perform some tasks is of particular
importance in the more remote areas of the Northern Territory where fully
skilled professionals are unavailable. The intention of the Act to allow for
less skilled work to be done is a practical means of ensuring certain work is
undertaken legally, and within necessary safety protocols. This recognises,
for instance, that a fully skilled tradesperson might be unable to service
very distant areas where they are not a resident.

Stakeholder discussions suggest there is some tension in the community
between the safety objective and the desire to allow less skilled persons to
undertake restricted electrical work. In instances where work is performed
by less skilled persons, there maybe a limited trade-off with more stringent
safety standards. Still, regulating restricted work is likely to be in less
conflict with the safety objective than would be the likely alternative - the
performance of illegal work.

NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT[I:It
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Nature Of restrictions

ALL LEGISLATION REGULATES BEHAVIOUR in some way, but not all
regulation necessarily restricts competition. The> Electrical Workers and
Contractors Act impacts on competition through restrictions on market
entry and conditions imposed on lawful market conduct, including;

• restrictions on the performance of electrical work without requisite
qualifications, including restrictions on the scope of work available to
electricians, depending on grade of licence and area of specialisation;

• the ability of the Electrical Workers and Contractors Licensing Board to
prevent entry to the industry unless s~tis£ied of the character and
credentials of applicants;

• additional conditions to be satisfied to obtain an electrical contractors
licence;

• limits on the type of work that can be performed by apprentices; and

• limits on the electrical work that can be performed by unlicensed or
unregistered persons.

These result in:

• consequent limits on the availability of services, particularly in areas
where more specialised skills, or the training to acquire them, are
unavailable; and

• impacts on industry costs, both for those being regulated (fees
payable), for those responsible for regulating (administration and
enforcement), and purchasers of regulated services.

Other restrictions to competition are imposed on electricians by the
Electricity Reform Act 2000. For instance, inspection, random audit, and self­
certification requirements originate hom the Electricity Reform Act and
Electricity By-Laws. The specification of wiring standards and rules are
also part of that Act. The Electricity Reform Act also allows for the setting
and enforcement of standards. However, restrictions to competition outside
of the Electrical Workers and Contractors Act are outside the scope of this
review.
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Restrictions on entry and conduct

One of the more closely watched aspects of regulation in an NCP review is
the extent to which market entry is restricted. An NCP presumption is that
voluntary exchanges in unrestricted and competitive markets lead to
efficient and fair outcomes in most instances.

Licensing

Licensing in the NT is a barrier to entry. All electricians and electrical
contractors must be licensed, and there are limits on the work that can be
done by unqualified people. Requirements at entry and renewal include
qualification, experience and other conditions, shown in table 4.1.

The Act does not specify requirements for HV work but PAWA requires
special safety training before it will allow persons to work on its network.
The Act allows only PAWA to supervise and perform electrical work
without using licensed operators. Although, as mentioned previously,
PAWA's contracting licence would apparently require it to utilise licensed
personnel. PAWA has additional-to-licensing requirements of its workers
to demonstrate necessary competencies to protect workplace safety.

Character checks

The Board has some discretion in accepting new entrants into the industry
through character assessments. At the time of application and renewal,
licensees are subject to an unspecified fit and proper person test, which can
include a criminal records check. In practice, this test is not applied as part
of the application process, but on an 'as needed' basis.

The Board also has the flexibility to require applicants to undertake further
training or sit certain examinations if deemed necessary.

Restrictions on the scope ofwork available

Separate licences are issued for each trade classification and grade. This
means that a given licence allows a person to perform only set tasks for that
vocation. For apprentices and B Grade licence holders, there are also
supervisory requirements by an A Grade licence holder for the
performance of only designated tasks.

NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT n
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4.1 Entry requirements

Category Qualification requirements Experience requirements Other condltJons

Electrical mechanic' Complete course for eleclsical • Complete apprenticeship for
Grade A mechanic or litter/mechanic electrical mechanic or fitter/

apprentices at a College in or outside the NT

• During apprenticeship obtain at
leasI 12 months experience in the
work of an electrica l mechanic in
the NT or been the holder of a
relevant licence outside the NT

• Has, In the opinion of the Board ,
sufficient knowledge of the trade ,
evidenced where the Board sees fit by
an examination conducted or
approved by the Board and Is deemed
a 'fit and proper person'

• Pay prescribed fees. Term of licence
is 5 years

• Complete course for eleclsical • Complete apprenticeship for
mechanic or fitter/mechanic electrical mechanic or filterJ
apprentices at a College mechan ic in or outside the NT

Electrical fitter
Grade A

• Was the holder of an eleclsical •
mechanic's licence grade R,
endorsed for electrical fitting
without restriction prior 10the
EWCAct

During apprenticeship obtain at
least 12 months experience in the
work of an electrical filter In the NT
or been the holder of a relevant
licence outside the NT

• Has, in the opinion of the Board,
sufficient knowledge of the trade,
evidenced where the Board sees fit by
an examination conducted or
approved by the Board and is deemed
a 'fit and proper person'

• Pay prescribed fees. Term of licence
is 5 years

Has.Jn the opinion of the Board,
sufficient knowledge of the trade,
evidenced where the Board sees lit by
an examination conducted or
approved by the Board and is deemed

.a 'fit and proper person'

• Pay prescribed fees. Term of licence
is 5 years

• Complete an apprenticeship to the •
trade of electrical
IinesmanIX.P.L.E. cable jointing

• Complete course for electrical
IinesmanIX.P.L.E. cable
jointing apprentices at a
College

• Has at least 3 months experience
• Was the holder of an electrical or work ing on overhead electrical

mechanic's licence grade R line construction or maintenance
endorsed as a linesman prior
to the EWC Act

Electrical linesman
Grade A

Has, In the opinion of the Board,
sufficient knowledge of the trade,
evidenced where the Board sees fit by
an examination conducted or
approved by the Board and is deemed
a 'fit and proper person'

• Pay prescribed fees. Term of licence
is 5 years

• Comple te an apprenticeship to the •
trade or electrical
linesmanlX.P.L.E. cable jointing

• Has been employed as an
assistance in electrical cable
joining work for at least 2 years

• Completed course for
electrical linesmanIX.P.L.E.
cable jointing apprentices at a
College

• Was the holder of an electrical
mechanic's licence grade R
endorsed as a cable joiner
prior to the EWC Act

Electrical cable
joiner
Grade A

Electrical mechanic' Failed to compete the course • As for Grade A
or fitter for electrical fitter/mechanic
Grade 8 apprentices at a College

• As for Grade A

ApprentIces • Registration only • Only work on physically Isolated
electrical article/ inslalJationJline

• Work under direct supervision for 3600
hours, then general supe rvision

• Has experience In both performing
electrical Installation work and • Pay prescribed fees
supervising others In performing
such work • Annual renewal required

Electrical
Contractors

• Complete course for electrical • Has held an electrical workers
fitter/mechanic apprentices at licence for not less than 2 years:
a College

• Pass a lest set or approved by the
Board when required to do so by the
Board

Refrigeration
mechanic
Grade R

• Complete course In relation to
refrigeration mechan ics

• Has, in the opinion of the Board,
sufficient knowledge of the trade,
evidenced where the Board sees fit by
an examination conducted or
approved by the Board

• Pay prescribed fees. Term of licence
is 5 years

Sourca: Electrical Worlce~ and Con/actors Act and lhe Electrical Worl<ersand Conlracto~ Regulations.
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The 'average person' is prohibited from conducting his or her own
electrical work except under specific circumstances. For instance, a person
cannot perform or supervise electrical work without the relevant licence or
permit unless the operating voltage is less than 32 volts alternating current
or 115 volts direct current. Students or those engaged in training cannot
perform any electrical work unless it is part of a specified training COUIse
and under direct supervision of the training body. And apprentices can
only work on physically isolated electrical articles, installations or lines.

Breaches of a licence, such as the performance of' work beyond the
entitlement of a licence, is dealt with by the Board. Breaches of the
unlicensed work provisions are channelled through the Magistrates Court
and not dealt with directly by the Board. The Board is involved indirectly
through its preparation of cases on behalf of the Crown. Both breach types
attract penalties specified in the Act.

The impact of restrictions on industry costs

Apart from the direct administration and compliance costs to electrical
workers and contractors from the licensing system, there is a broader issue
of the extent to which regulations lift total industry costs. For instance, the
more extensive the experience and qualification requirements for electrical
workers, the more costs are raised to consumers for the purchase of those
services. The less overlap between the tasks that can be performed between
cli£ferent types of electrical workers, the higher the costs to consumers to
purchase a specialised skill.

The actual costs of existing arrangements are outlined in chapter five . It is
the view of the review team that these costs have a moderate impact on
overall industry costs.

NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT [II
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Benefits and costs

ALL REGULATIONS generate benefits and costs.' Submissions and
comments to the review reflected a range of views'as to the net benefit of
current arrangements, both for licence holders, employers and consumers.
Some saw licensing and associated conditions as a critical means of
ensuring the safe performance of electrical work, and the most cost
effective way of giving consumers a tangible means of identifying
appropriate electrical workers and contractors.

For others, licensing arrangements were considered superfluous to the
achievement of the objectives of regulation, given other mechanisms that
are in place for assessing the competence of electrical workers. Even if the
costs of regulation were small, ineffective regulation would be a costly use
of resources.

Divergent views were also expressed on the relative merits of the current
Board structure and functions. Other comments highlighted additional
costs and complexities created by the separation of regulatory functions
governing the industry between the Act under review and the Electricity
RefonnAct.

The current system of regulation is generally regarded as strong regulation.
The benefits and costs of the restrictions to competition imposed by the Act
must now be assessed.

Benefits of licensing requirements

For the purposes of an NCP review, benefits of restrictions on competition
need to relate to the correction 'market failure', For instance, market failure
might occur if public safety was endangered without regulated controls.
Alternatively, it might also occur if information available to one group
(such as their ability to perform tasks) is not available to others with whom
they do business.

n NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT
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Experience and qualification requirements

Given the complementary nature and objectives of experience and
qualification requirements, the benefits of these will be assessed
simultaneously. The 'in principle' benefits of experience and qualification
requirements include:

•

•

•

protecting the safety of workers and the community by requiring
workers to have the skills and experience to know the risks of electrical
work, and to work to appropriate standards;

ensuring a basic level of competency and service of electrical workers
and contractors; and

raising standards of conduct and integrity, providing greater
confidence to purchasers of electrical workers' services.

Given the nature of electrical work, there are also like to be flow-on benefits
byway of:

• reduced property and equipment damage through electrical fires;

• potentially less down-time for industry resulting from the reduced
incidence of electrical faults and breakdowns; and

• potentially lower insurance costs (and premiums) as a result of both.

It is widely accepted that the community as a whole benefits from
protecting the safety of electrical workers and the public. By requiring
electrical workers to undergo various degrees of training and prohibiting
unlicensed electrical work, there is some degree of community protection
from potential danger.

In general, stakeholder comments to the review were largely supportive of
the qualification requirements imposed by the Act. Any criticisms were
mainly concerned with the relevance of the breadth of qualification
requirements for particular workers, rather than questioning the
importance of formal training in various areas of electrical work.

The Departmentof Industries and Business in Alice Springs highlighted the
important distinction between electrical workers being shown, and then
knowing, how to perform electrical work, and understanding why work is
to be done in a particular way, and the risks associated with different
techniques (personal communication). The education function of
experience requirements is one of considerable importance to safe work
practices and safe outcomes for the community as a whole.

NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT n
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Experience requirements reinforce this education function. Specifying tliat
apprentices perform 3800 hours of electrical work before working
independently is one means of better ensuring electrical workers are aware
of the potential dangers involved in electrical work, and ways to overcome
them.

The additional experience requirements of electrical contractors are less
straightforward. The CEPU submitted that the requirement for electrical
contractors to have two years practical experience as an A Grade licence
holder is an entirely appropriate one.

The experience... provides the tradesman with a "more direct exposure to
administration, managerial and budgetary needs. These are important in
operating an electrical contracting business, so that the practical 2 year
experience is a two-pronged advantage of industrial experience in utilising
skills gained through apprentice and managerial-type skills gained in
advancing toward a business career in the Electrical Contracting industry.
(CEPU (ii), p. 2)

The Department of Industries and Business in Alice Springs also
considered the two year experience requirement for contractors to be an
appropriate and necessary one. This was largely because of the business
skills likely to be acquired during that period (personal communication).

However, in terms of the precise wording of the Act, it is possible that
certain persons complete their requisite A Grade training and travel or
work outside the industry for two years before applying for a contractors
licence.

The Act does allow the Board to subject applicants to a test set or approved
by the Board. It is perhaps through these provisions that, in practice, as part
of the Board's assessment procedures, applicants are required to provide
evidence of recent experiences which is equated to two years. In
responding to the draft report, the DIB noted that recency of experience is
included in the assessment of an application, which is important as there
may be new editions of Standards or industry practices in place. An
applicant not having been actively engaged in electrical work during ' the
preceding two years may not be granted a contractors licence. Particularly
if the applicant had only held a workers licence for a total of those
preceding two years (D. Sachs) .

Still, without a requirement for the A Grade licence holder to be ' active',
the two-year condition as currently written in the Act would not
necessarily provide the benefits of experience envisaged by the Act. The
fact that administrative practice has overcome this is no demonstration that

Yiifiiit.!!..J! NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT



21

5 BENEFITS AND COSTS

the Act meets its objective. It is noted that the two year experience
requirement is necessary for the purpose of mutual recognition and
uniformity with other states.

Fit and proper person test

The Regulations pursuant to the Act provide the Board with scope to assess
the fitness of applicants for any electrical licence by an examination
conducted or approved by the Board. According to theAct, the fitness test
applies to the applicants' knowledge of the trade. Neither the Act nor
Regulations specify the contents of the test.

The fit and proper person test is believed to be very discretionary. A
spokesperson from NEeA commented that criminal records checks can and
have been used (personal communication). There are no statistics on the fit
and proper person test, such as the number of applicants tested in this way
and to what extent, the composition of the test, and the cost of
administering fitness tests .

In response to the draft report for this review, DIB noted that the test
encompasses all aspects of the application. It would include type of
experience, recency of experience, relevance of experience, breadth and
depth of experience, and may including the passing of an examination. The
contractor must not only ensure that his or her own work is of a
satisfactory standard and meets consumer requirements, but also that of his
or her employees. Only in exceptional circumstances would the fit and
proper person test include any character references or criminal records
search (D. Sachs).

This account suggests that the test is used as a quality of workmanship test,
rather than a character test, the objective of which is to further ensure
electrical safety, both for electrical workers and the community. There
should already be adequate mechanisms in place to ensure this is the case,
both within and outside the licensing structure.

Typically fit and proper person tests are not used for this purpose, and
rather seek to protect consumers from inappropriate or criminal behaviour.
In response to the draft report, the Board noted that the fit and proper
person test is a necessary control measure to administer complaints related
to manner, behaviour, and attitude to customers. It also commented that no
other controls under the Act are available to vary the licensed persons
position. On this score, the test does provide an additional benefit (to other
licensing provisions) by giving the Board discretionary powers of exclusion
where justified.

NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT [II
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The review team is aware that concerns have been expressed to the Board
about the character of licence holders who work in the household sector.
For instance, the Act does not specifically require or enable the Board to
cancel or refuse a licence on the grounds that the applicant is convicted of
theft or bodily harm, despite the person being licensed to enter consumers'
homes. Having a fit and proper person test in place is one means of
providing the flexibility to do so.

The difficulty in assessing the benefit of the fit and proper test is that the
objectives of the test are not clear from the Act, and to the extent that they
can be inferred, it is virtually impossible to demonstrate that the test
achieves its objectives. Judging one's fitness for a particular occupation
may be inherently subjective.

On the one hand, a person that has served jail time for a crime committed
has paid that penalty, and arguably should not be considered ineligible
from practising a trade. And the absence of a criminal record or anecdotal
reports of misbehaviour is no guarantee that a person will not behave
inappropriately. There are also other services provided within households
where no such test is applied, such as gardening, cleaning, or meal delivery
services.

On the other hand, these services do not require a licence. The granting of a
licence may give consumers a (false) expectation that character checks have
been undertaken. And once a licensing system is already in place, the fit
and proper ' person test is a low-cost way of addressing and perhaps
preventing inappropriate actions or outcomes involving licensed electrical
workers in certain instances.

The extent of the benefits of market entry requirements

Ideally the benefits of current market entry requirements outlined above
would be quantified. In principle, the benefits of enhanced worker safety
might be measured by establishing the cost of workers compensation
claims related to electrical work, and estimating the reduction in claims as a
result of regulation. This would be an estimate of costs avoided as a result
of licensing.

The review has been unable to obtain data on the cost of workers
compensation claims related to electrical work in the NT. The average
direct cost of claims in the Australian Electrical, Gas and Water Supply
industry is estimated to be $7600 per case, the third highest of the eighteen
industry classifications (NOHSC 1999, p. 25). This might provide a proxy
measure of the average cost avoided for accidents prevented by restricting
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5.1 New workers compensation claims in the Australian Electricity, Gas and
Water Supply Sector by age group 1997/98
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Data soun:e: National OccupaUonal Health and Safety Commission. 1999.

access to electrical work to those with requisite training and experience.
However, without a claims profile backdating licensing, the number of
accidents prevented, and the total costs foregone, cannot be quantified.

We can observe that the number, frequency and incidence of reported
accidents in the Australian Electricity, Gas and Water Supply sector, is
lower for yo~ger tradespersons (chart 5.1). This may be interpreted in a
number of ways. Without having an age profile of the total number of
workers within the industry, it cannot be said conclusively that young
people are injured less (or make less claims) than older age groups.
However, it is likely that this is the case, and this would not be unrelated to
the additional restrictions imposed on less experienced workers until they
meet specified training and experience requirements, such restricting work
to that which is physically isolated from the power system.

Avoided deaths attributable to licensing would be another benefit of
regulation, to the extent that licensing reduces safety risks. There have been
an average of 1.1 deaths due to electrocutions per annum in the NT over
the past eight years, around 2 per cent of the national average. On a per
capita basis, fatalities in the NT are more frequent than the national average
(table 5.2). Of the two deaths in the NT in 1998/99, one was as a result of
work on an overhead line, and one a result of misuse or interference with
equipment of wiring (ERAC 2000).

All Australian states and territories have similar regulations, therefore
systems of licensing across states can not adequately account for differences
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5.2 Electrical fatalities across Australian states and territories"

Region Electrocutions FatallUes per 1 000 000

1995/96 1996/97 1997/98 1998199 1995/96 1996/97 1997198 1998199

Northern Territory 0 2 0 2 0.00 10.69 0.00 10.45

New South Wales 13 9 17 9 2.10 1.43 2.69 1.41

VIctoria 10 8 4 7 2.19 1.74 0.87 1.49

Queensland 9 20 11 11 2.70 5.88 3.16 3.16

Western Australia 6 5 3 5 3.40 2.78 1.65 2.71

South Australia 2 2 2 3 1.36 1.3.5 1.35 2.01

Tasmania 4 0 0 8.43 0.00 2.10 0.00

Australian Capital Territory 0 a a 0 0.00 0.00 0.00 0.00

AUSTRALIA 44 46 38 37 2.40 2.48 2.03 1.96

a Excludeselectrocutionsdue \0 suicideor on lraction systems,mining sites, and ships.

Sourc:e: ElectricalRegUlatory Authonties Council,AccJden! Statistics. ht1p·11wv.tw erac gOY aumews-as.htrn, downloaded22'" August 2000.

in the incidence of fatalities. Clearly licensing does not prevent fatalities
from occurring, although it would be unrealistic to expect so . Statistics on
the incidence of electrical fatalities prior to licensing are unavailable.
Therefore it is not possible to judge whether licensing has reduced electrical
fatalities in the NT or not.

The review team is unaware of any jurisdiction or country that does not
have a licensing or an equivalent competency assessment system in place
for electrical workers. This alone suggests that such systems do reduce the
number of accidents and fatalities that would likely occur in the absence of
regulation. But without knowing the extent of any reduction, benefits of
reduced fatalities as a result of licensing cannot be quantified.

The benefits ofa licence mechanism for achieving desired outcomes

In addition to the benefits of licensing criteria, there are additional benefits
associated with the licensing mechanism. Licensing is attractive because it
provides:

• regulators with a mechanism to register and monitor market
participants, and a trace-back mechanism for following up on
complaints or breaches of specified conditions;

• consumers with an identifiable signal of competence, which can be
reinforced by education campaigns;

• electrical workers with a mechanism to demonstrate to clients their
suitability to perform. various jobs, and to protect the reputation of
their industry by excluding unlawful work by those unlicensed; and
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• electrical contractors with a mechanism to select appropriate
tradespersons to perform work under their name, and afford some
protection of that name.

Costs of licensing requirements

There are a range of costs associated with the licensing of electrical workers
and contractors in the NT. Costs are incurred by the regulator, by way of
administration, monitoring and enforcement of regulation, and the party
being regulated, who must comply with regulatory requirements. Other
costs include efficiency costs, where competition between actual and
potential electrical workers and contractors is reduced, or costs associated
with reduced consumer choice.

Compliance costs

Compliance costs are a 'necessary evil' for any legitimate regulatory
system. For electrical workers and contractors, the direct application costs
for licensing are shown in table 5.3.

The CEPU submitted that these costs are restricted to those being regulated
and that industry participants absorb those costs, without passing them on
to consumers. Licence fees are calculated to achieve full cost recovery, and
are not passed on to consumers. Based on licence fees for contractors and
workers of $215 and $10 per annum respectively, and an average of 1824
hours worked per year (based on a 38 hour week), the cost of fees per hour
is $0.12.This small amount would not be passed onto consumers. They also
suggest that any cost or price increases are due to factors beyond the
influence and operation of the Act (CEPU (ii), p. 5). However, these costs

5.3 Fees payable by electrical workers and contractors

Category

Application fee for an electrical workers licence

Renewal of electrical workers licence

Application fee for an electrical contractors licence

Renewal of electrical contractors licence

Copy or electrical workers' licence

Copy or a permit

Fee

s
50

50

215

215

10

10

Copy of/alteration to an electrical contractors licence 25

SouICe: Electrical WOrXe~ and Contractors Regulations. as In ron;.a al 9 April 1997 and current as at Saplember 2000.
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exclude the costs of workers time taken to prepare and submit licence
applications and renewals.

Application and associated fees do not include the opportunity cost of
supervision requirements for apprentices. It was suggested to the review
that for the first year or so, an apprentice is (affectionately) 'dead wood',
and it is some time before a return from an investment in apprentice
training is realised. Using the CEPU estimation above, electrical workers
work approximately 1824 hours per year. An apprentice requires 3800
hours of supervision before being eligible for a full licence. Thus a
potentially large part of a supervisors time is less productive than it would
otherwise be if he or she were not supervising others.

There are also potentially significant training costs borne by applicants,
having to complete the course for their specialisation of electrical work. The
total cost to those undertaking courses varies, depending on how many
modules are undertaken. The cost of each module is over $30 per applicant
(Northern Territory University, personal communication).

While the costs described in table 5.3 are likely to represent a negligible
barrier to market entry, there are also direct compliance costs imposed on
electrical workers and contractors under the Electricity Reform Act. These
include those associated with complying 'wi th AS300 standards, audits,
inspections and the like. However these costs are outside the scope of this
review. While the Electrical Workers and Contractors Act does mention the
role of inspections, inspectors are appointed and given powers under by
the Electricity Reform Act, which also specifies the standards of work that
inspections relate to.

Administration costs

The administration cost of running the licensing system for electrical
workers and contractors has been estimated at approximately $50 000 per
annum (Department of Industries and Business). This cost excludes
personnel costs and only covers costs of operation, and is 80 per cent of the
total estimated cost of administering electrical and plumbing licensing.
Administration costs include the cost of administering licensing functions,
any disciplinary action, and the cost of Board meetings.

However, this estimate understates the true cost of administration, which
should include staff time and opportunity costs. Licensing and associated
fees are calculated to achieve full cost recovery, and total over $180 000 per
annum, based on new licences and renewals information as at June 1999
(Electrical Workers and Contractors Licensing Board 1998/99).
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Board members currently give up their time for'free' to serve on the Board,
However, there is an opportunity cost associated with their time, and in an
economic sense, it is not free.

A proposal for a combined Plumbing and Electrical Industry Board put
forward by NECA and the MPA was casted at $279 500 per annum for
operational costs, excluding set up costs. Given that the DIB estimates that
electrical licensing functions comprise around 80 per cent of the cost of
licensing both electrical and plumbing workers, the true administration
cost of current electrical workers and contractors regulation could be up to
$224 000 per annum. Although, the NECA/1v1PA'proposal may involve
additional functions which generate costs not currently incurred by DIB or
the Board.

Efficiency and other costs

If the current system is unable to be implemented or enforced effectively,
there may also be costs by way of adverse reputation effects. For instance,
incidences of unlicensed work are not dealt with solely by the Board and
are directed to the Magistrates Court. The Act itself is silent on the body
authorised to deal with unlicensed work. As mentioned previously, the
Board prepares the cases and the Magistrates Court makes its ruling. It is
questionable, given competing demands made upon the Court, whether
this is an efficient or cost effective means of enforcing the provisions of the
Act pertaining to unlicensed work.

The sole nomination of the Power and Water Authority to supervise and
conduct certain electrical work notwithstanding the provisions in the Act is
in conflict with the principles of competitive neutrality. Legislation which
sets in place a competitively neutral operating environment for government
businesses delivers a range of benefits (or benefits foregone in its absence).
Possibly foregone benefits (costs) from this provision in the Act include:

• encouraging more efficient pricing leading to resources being allocated
to their best uses;

• longer term performance efficiency gains due to government business
enterprises (GBEs) operating in a more competitive environment;

• savings to governments from better utilisation of infrastructure;

• transparency and greater efficiency in the provision of community
service obligations; and

• increased service quality from performance monitoring of GBEs.
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On another score, one submission to the review suggested that the current
licensing system excludes indigenous Australians from practising in the
electrical trades due to their lack of education. The costs of doing so are by
way of foregone benefits of improving the economic circumstances of the
indigenous population.

There is an urgent requirement for a change that is necessary to shift economic
circumstances to afford people (Black, White and Brindle) employment and
training, using physical skills accreditation only to enter the electrical industry
(because of lack of eduction) to a complete job and a better way of life.
(Ivinson, p. 2)

The Tangentyere Council in Alice Springs expressed similar concerns about
the inability of the current system to deliver employment and training
access opportunities to indigenous Australians. How-ever, representatives
from the Council were not convinced that the qualification and experience
requirements of the Act were the problem. F.or safety reasons, they
considered it imperative to keep licensing standards as high as possible.
They were more interested in ensuring that employment subsidies and/or
dedicated training opportunities were offered or created for Aboriginal
people to better enable them to get access to the necessary employment and
training requirements for licensing.

The Council has already established Tangentyere Constructions, a
management company, to win contracts and subcontract and train

Aboriginal J?eople in the electrical and other trades. The company must
compete with others, despite having a higher cost structure that its
competitors not dedicated to employing indigenous Australians. The
Council feels, however, that this initiative is insufficient to overcome the
barriers to employment and education that Aboriginal people face in the
trades (Tangentyere Council and Tangentyere Constructions, personal
communication). The abovementioned programs are outside the scope of
this review, but could be considered by other areas of government, perhaps
outside of electrical licensing.

There are also wider efficiency costs associated with any restrictions to
competition. Competition contributes to achieving higher growth by
helping to ensure that the resources of the wider community (land, labour,
capital, including skills and ideas) are used in the most valuable and
beneficial way. The disciplines imposed by competition are. also significant
drivers of improved productivity and encouraging innovation.
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"

Assessment of the net benefits of current arrangements

By and large, the benefits of existing licensing requirements exceed the
costs imposed on regulators, electrical workers and contractors, and the
wider community.

While concrete quantification is not possible, the current licensing system is
expected to deliver benefits by way of:

• reduced accidents, particularly for less experienced electrical workers;

• reduced damage to property and equipment and less down time in
terms of foregone activity in the household and industry sectors;

• reduced fatalities, given the inability to identify any jurisdiction or
country that does not have market entry barriers in place; and

• providing a seemingly cost effective mechanism delivering separate
benefits to regulators, industry participants, and consumers.

One of the reasons why quantification of the benefits of licensing is difficult
is because licensing is one of many mechanisms used to achieve them. For
instance, licensing does play an important and primary role in educating
electrical workers to recognise and respond to dangerous situations. It also
provides the public with a means of identifying competent workers,
improving overall confidence and safe work practices in the industry. This
is supported by submissions and comments to the review.

We (CEPU) consider that the licensing system is the best and appropriate
means of protecting and providing community safety. Associated with this, is

the opportunity of greater public awareness. (CEPU (ii), p. 3)

Compulsory licensing is necessary because an electrical licence can be a licence
to kill (NECA, personal communication).

Yet safety benefits are also achieved via restrictions on the supply and use
of electricity and electrical devices and inspections and audits of electrical
work contained in the Electricity Refonn Act. Thus the identified benefits of
injury prevention or reduction and reduced equipment and property
damage should not be considered solely attributable to licensing
provisions.

The current licensing system is not fail-safe. Accidents can and still do
occur, although the lack of statistical information makes it difficult to assess
the extent of those accidents.

Regardless of Improvements in the technology alleged to reduce risks, you
will find accidents are still happening but go unrecorded... there is no
accessible database to prove otherwise, and that both the electrical workers
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.'

and the public have not been encouraged to report them. As an electrical
inspector in the Northern Territory since 1976, I have heard of numerous

occasions from electrical workers, Power and Water Authority linesmen and
electrical contractors but long after the event. (peter Ivinson, p. 2)

According to the National Occupational Health and Safety Commission
(NOHSC), the incidence rate of new workers compensation claims in the
Electricity, Gas and Water Supply sector in 1997/98 (claims per 1 000 wage
and salary earners) was the highest of any sector in the NT (61.1, compared
to 21.5 for all NT industry sectors). The same sect<?r ranked fifth in
Queensland, sixth in New South Wales and Victoria, thirteenth in South
Australia, fourteenth in Western Australia, and fifteenth in Tasmania
(NOHSC 1999, p . 23). It is not possible to determine what proportion of
claims in the NT or any other jurisdiction are a result of claims from
electrical workers and contractors only. And it has already been mentioned
that systems of regulation across jurisdictions are broadly similar. It simply
demonstrates that, while licensing has important:safety benefits, safety is
not assured.

That said, the costs of current regulation are modest. No stakeholders
submitted that costs were an adverse barrier to entry. Costs are greatest for
those groups not well suited to licensing, and for whom any costs, even
modest costs, are net costs. For instance, PAW A considers licensing to be
superfluous to its assessment of an individuals' ability to perform
competent work. PAWA has implemented an alternative system of
assessment to perform this function, described further in chapter 6 under
the co-regulation model. If this is the case, ineffective regulation is costly
regulation.

In response to the draft report, the Board commented that is does embrace
competency based training. While this may be the case, the Board is bound
by the requirements of the Act and its pursuant Regulations. It can only
accommodate competency based training initiatives to the extent that they
are compatible with the Act.
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Alternative arrangements

An important step in the NCP review process is .to.consider whether there
are other arrangements that might meet the objectives of the legislation is a
less restrictive manner. Alternatives should be assessed on the basis of:

• the effect on competition between electrical workers and contractors;

• the level of compliance costs for those being regulated; and

• the practicality and cost of administration and enforcement.

The main alternatives to current arrangements which were either presented
to the review or arose during the analysis include:

• amendments to the current system to address areas where costs are
likely to be greater than benefits, or where benefits can be achieved in a
less restrictive way;

• co-regulation, via an industry-driven, government sanctioned,
competency based approach;

• industry-run regulation;

•

•

•

registration;

negative licensing; or

the removal of industry-specific regulation.

Options not expected to deliver net community benefit

The latter three of the above mentioned options are not considered to be
viable alternatives to the current system of regulation, given they are
unlikely to satisfy the objectives of regulation. Recapping, the objectives of
the Act are:

• ensuring safe working outcomes;

• enhancing worker mobility; and

• providing the flexibility for less skilled work to be done.
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With respect to worker mobility in particular, without industry-specific
regulation, or with registration or negative licensing, NT trades-persons
would be unable to work interstate without significant testing in other
jurisdictions. Any cost savings from registration, negative licensing or the
removal of industry-specific regulation may therefore be illusory.

Registration

Registration, or recognition of a business entity, would be a low cost
alternative to licensing only if the main purpose of r~gu1ation was to record
the status of an electrical worker or contractor and provide a contact list of
industry participants to help follow up the enforcement of broader laws.
There would be no scope to specify skills, qualifications and experience
levels and no quality or health and safety provisions, beyond the
requirements of broader laws. Registration would not be a rquality signal'
for consumers, who would be left with considerably less information about
a workers fitness to perform tasks than under the current system.

Negative licensing

Negative licensing is a form of occupational regulation which typically
involves a statutory requirement that provides for anyone to practice a
particular occupation as long as that person does not breach legislative
requirements associated with that activity. A licence is not required as a
precondition to operate, but certain individuals or companies could be
prevented from practicing as electricians. Negative licensing is a 'reactive'
approach to licensing and would not explicitly attempt to prevent electrical
accidents, except through retrospective deregistration for such things as
contributory negligence. The CEPU submitted that 'Negative licensing
would not work in the electrical industry' (CEPU (ii), p. 4). With the ever­
present safety issues involved, the review team is inclined to agree.

Quite apart from the safety dangers involved, under a negative licensing
approach, unless it is accompanied by an inspection system, consumers
bear the cost of bringing non-conforming workers to disqualification,
without any offsetting benefits to them. While it is unlikely that a negative
licensing approach would be considered in the absence of an inspection
system, such a system is embedded in the Electricity Reform Act. It would be
more appropriate to addressed these issues in a more general review of the
Electrical Workers and Contractors Act, when issues of appropriate separation
of regulatory provisions between acts, can be considered.
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Removal of industry-specific regulation

Trade-specific regulation could be removed, with consumers relying on
consumer protection laws and safety provisions in the Electricity Reform Act
and others. However, as mentioned previously, the current licensing
system plays a major role in the education of electrical workers and of
consumers, a role which is not implicit in the Electricity Reform Act. As
submitted to the review:

This [removal of industry-specific regulation] opens .up industry to de­
regulation, abuse and breakdown of training systems, breakdown of safety
standards. If one seeks such a system, costs will rise, injuries will increase, and
recklessness will become common. It is too dangerous to even contemplate
such a scenario. (CEPU (ii), p. 4)

While auditing and inspection requirements and health and safety
provisions in other legislation would mitigate these risks, they would be
more pronounced than under a system that targets education initiatives
directly.

It is possible that a voluntary industry-run system of regulation would
emerge to educate workers and consumers about safe work practices and
quality workmanship, which could have value in the market place.
Electrical workers could choose to comply with industry-determined
standards and consumers could seek out and pay for that potentially better
standard. However, leaving the safety objectives of the current legislation
to the possibility of an adequate voluntary private scheme emerging is not
expected to generate net community benefit, particularly in the short to
medium term.

Possible amendments to the licensing system

The current licensing could be amended to address some of the concerns
raised in previous chapters and raised in submissions to the review such as:

• re-structuring licensing categories and the conditions imposed on
various categories, including for apprentices;

• broadening the acceptability of various courses or modules to satisfy
qualification requirements for particular categories;

• deleting provisions found to be unnecessary;

• reviewing the appropriateness of the separation of the auditing and/or
inspection of work from market entry requirements; and
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• amending the role or operation of the Board to better meet the
objectives of the legislation.

Restructuring licence categories

There is already consideration of a national licensing system, which
involves the elimination of areas of specialisation from an A Grade licence.
One licence would cover anyone of electrical linesmen, fitters, mechanics,
and cable joiners. A review of proposed national licensing is outside the
scope of this review, however it does provide a model for consideration as
an alternative to current licensing arrangements.

The role of curricula vita (CVs) would be increasingly important as a signal
of areas of specialisation. The use of O1s is already purported to be
substantial, with it being common-place for contractors to contact referees
identified in workers' CVs. It has also been suggested that the distinction
between a cable joiner and a linesman are already no longer necessary
(NECA, personal communication).

The major benefits of such an approach would be by way of simplicity and
a reduction in compliance and administration costs. However, the CEPU
has expressed 'major reservations' concerning the prospect of issuing an
A Grade licence without specifying area of specialisation, which could
result 'in a linesman wiring up a house' (CEPU (ii), p. 2).

The review team appreciates that distinctions between licence categories do
act as a restriction to competition. And that existing categories are partly a
reflection of the history of the industry, rather than necessarily an accurate
characterisation of the industry today. The relevance of existing licensing
categories are also questioned by the emergence of competency based
training initiatives (see below). However, concerns remain as to whether
consumers are readily able to identify qualified electrical workers without
an endorsement or 'co-branding' of some sort. A national approach would
be desirable. It would be necessary to accompany such changes with
relevant education campaigns, which would become a complement to
removing specialisations for licensing.

Relaxing certain licensing criteria

One submission suggested that academic qualification requirements at the
lower levels of the electrical industry be 'removed or minimised' and that
'physical skills should only be assessed on work sites'. This amendment
was proposed to improve access opportunities for Aboriginal people to the
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electrical trades industry. Mr Ivinson suggests that 'a program
incorporating the changes needs to be implemented in accordance with the
United Nations Charter on human rights for the Australian indigent
indigenous people' (Ivinson, p. 2).

Reducing the length of compulsory apprenticeship training has also been
raised, which would reduce supervisory costs imposed on employers, and
might help attract young people into the trade.

Both amendments would improve access opportunities for people in
remote areas, who would find it particularly difficult to attend all current
courses and receive all necessary work experience under current licensing
arrangements .

However, there are two major difficulties with these proposals:

• firstly, apprentices and less skilled electrical workers would lose their
ability to work for several employers in several jurisdictions if they are
unable to satisfy prerequisites in other states for instance - an
important consideration in the mobile building trade; and

• secondly, it is difficult for this review to judge the safety implications of
either proposals.

The CEPU argues against any reduction in the stringency of standards.

.,. the introduction of minimum standards has the real potential of ensuring
that minimum is all that occurs. This type of deregulation has the added
potential of reducing overall safety standards. High standards should
continue to be prescribed. (CEPU (i), p. 2)

These proposals would be more likely to achieve the safety objectives of the
legislation if they were accompanied by a complementary system that
allowed an authorised body and/or employers to assess the competency of
a less experienced electrical worker to perform appropriate electrical work.
Any complements would have costs of their own and would need to be
subject to a net benefit analysis of some sort.

Broadening the scope of regulation

The CEPU has called for more attention to be placed on the regulation of
itinerant employees, which can comprise a substantial proportion of
electrical workers in the NT (CEPU (ii), p. 3). While the review agrees that
any tendency for mobile persons to behave in contravention of the
regulations in anyone jurisdiction is a potentially serious problem, the
regulation should already be in place to prevent this . The issue then
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becomes one of how to better enforce existing regulations, contained in the
Electrical Workers and Contractors Act and other acts governing the industry,
rather than the development of new regulations.

The functions and operation of the Board

Several submissions and comments to the review suggested alternatives or
amendments to the current Board system. Some suggested broadening the
representation of the Board, others suggested e~ting it and
amalgamating residual Board functions into the Department of Industries
and Business. This is a matter relevant to competition policy only where the
organisation of the Board and its functions affect industry costs, market
entry assessment criteria, and meeting the objectives of the legislation.

Mr Ivinson submitted that the Board's composition be altered to:

• include one A Grade electrical worker to be 'of Aboriginal descent, to
improve the relevance of regulation to the indigenous community;

• allow the Insurance Council to be represented on the Board, given it is

the underwriter of commercial and residential buildings; and

• include a representative from an allied trader like Refrigeration or Air
Conditioning, since the Board has [purported to have] been having
difficultly with the later (Ivinson, p. 1). (No details were provided as to
the source or nature of any such difficulties).

There is also the issue of whether government should be formally
represented on the Board.

The CEPU submitted that the inclusion of government representatives on
the Board should be viewed critically to reduce political intervention, and
noted that there is little value in the involvement of consumers on the
Board (CEPU (i), p. 2). No reasons were provided why consumers should
not be represented on the Board. In response to the draft report for this
review, the Board commented that there would be value in having
consumers represented if there was interest in that area.

PAWA submitted that the Board should be disbanded with remaining
functions incorporated into the Department of Industries and Business.

As the Department of Industries and Business already has responsibility for a
range of licensing and other regulatory activities, inclusion of residual Board
functions and responsibilities within the Department should be
considered... Whilst the Board's operating costs are relatively insignificant,
formal incorporation within the Department will provide the opportunity for
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economies of scope and scale to be achieved thereby reducing and enhancing
compliance effort and cost (PAWA pp, 3-4).

The review is sympathetic to the desire to reduce any duplication in
regulation or additional costs that might be imposed by the involvement of
numerous entities in regulation. However, by and large the appropriate
functions and representation of the Board or its equivalent would be issues
better addressed in a more general review of the Electrical Workers and
Contractors Act. In principle, however, the representation of the Board
should be broadened beyond its industry focus to minimise the potential. .
(or appearance) for the Board to use its more discretionary powers in a way
that restricts market entry.

Co-regulation

There is already considerable involvement of industry in the regulation of
electrical workers through the development of competency based skills
recognition. This model has the potential to reduce restrictions to
competition by providing the flexibility for workers with less or varied
formal training and experience to enter the industry. Provisions can be, and
are made for safety considerations. While this model is predominantly
industry driven, government bodies and sanctions are also involved in the
process.

Competency based skills recognition and assessment

National competencies for the electrical workers and contractors industry
are already established, although they continue to be refined. Such
competencies are adopted by PAWA as a substitute for licensing in
assessing the worthiness of individuals to perform certain tasks, having
been instructed to pursue a competency based approach by the Arbitration
Committee in 1995-96. National Training Packages (NTPs) are endorsed
after extensive consultation involving the Australian National Training
Authority (ANTA), the state or territory training authority, and industry
representatives through Industry Training Advisory Boards (ITABs).

PAWA submitted that the essence of the NTPs is that they describe and
codify the necessary skills and knowledge necessary to work competently
within the particular industry (PAWA, p. 3). Before a licence can be issued,
all competencies required for licensing must be completed, which may not
be covered in NTPs alone. .
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Assessment of individual employee competency is conducted and certified
by a Registered Training Organisation (RTO). Once issued, a statement of
attainment or qualification is subject to mutual recognition in all
jurisdictions. NTPs identify the skills and knowledge required for
particular aspects of electrical work and categorise that work and
knowledge into specific competency modules and level, which are assessed
against the Australian Qualification Framework. The competency system is
said to have a training focus rather than a registration focus (PAWA,
personal communication).

Competency units have an occupational health and safety component,
which must be passed before the competency is awarded, in keeping with
the safety objective of existing legislation. Around 85 per cent of
competency is said to be assessed on the job, with only the knowledge
component assessed at a formal institution. There is no actual or implied
'fit and proper person' test under this system, although training can
include modules that cover business attitude and personal behaviour.

The financial cost of the competency assessment system is greater than
current licensing. PAWA estimate that it costs between $700-$1200 for an
assessment of an individual. But this excludes the considerable time
devoted by an employer in developing and tailoring the competencies to be
assessed (personal communication). This is not necessarily an additional
cost, given that groups such as PAWA who utilise the competency based
approach believe that they receive no value from licensing and would need
to bear these"costs, whether licensing was in place or not.

There may also be a cost to the mobility of tradespeople under this
approach, who might need to complete additional modules before being
able to transfer between employers if the skills required for one employer
and substantially different to those required for another.

In response to the draft report, the Board emphasised its support for the
necessity to complete all modules so that portability is maintained.

Competencies as a complement or substitute for licensing

There is no in principle reason why competencies cannot be integrated into
the existing licensing framework, The review team understands that if an
individual satisfied the requisite competency modules, a licence can be
issued, whether or not that person satisfies the length of experience
requirements specified in the Act. For a competency module to be awarded,
an individual will already have had to demonstrate their ability to perform
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certain tasks, whether it has taken them more or less time than that
prescribed in the Act.

In response to the draft report, the Board emphasised that the reason it
specifies the number of hours of experience required is to ensure that
people do not enter the trade without adequate experience. The scope for
any conflict between competency assessment and experience requirements
within licensing depend on how competency is assessed.

A full licence will only be granted to a person if they have successfully
attained the full list of competencies described by the Electrical Regulatory
Authorities Council (ERAC). Whether all modules required by ERAC are
appropriate or necessary are beyond the scope of this review. However,
PAWA note that

... the licensing categories should be capable and flexible enough to recognise
specific combinations or levels of the industry determined competencies. The
'cur rent licence categories are rigid and do not reflect the competency system.
(PAWA,p.3)

There is a National Restricted Licensing System (NRLS) in place, and
restricted licences are intended to be available for this purpose. The NRLS
prescribes nine work area categories and six units of competency. The
authorisation for the licence holder to carry out electrical work is endorsed
on the licence in one or more of the nine categories, together with the
related units of competency (NT Electrical Workers and Contractors
Licensing Board 1996, p. 4).

The difficulty in relying on the NRLS to provide the degree of flexibility
requested by PAWA is that they may not include all those competencies
considered necessary for certain work functions.

For certain groups, the competency based approach to skills assessment
reduces the relevance of full and, in some instances, restricted licensing. For
instance, many of PAWA' s electrical workers do not have a full or
restricted licence, and a licence is no signal to PAWA that a person is
capable of performing necessary functions. Neither licence types cover the
list of competencies they require.

The major obstacles to replacing licensing with a competency based
approach is:

• the complexity of the competency system; and

• differences between industrial and other employers, and household
consumers in being able to assess their requirements and the ability of
those able to satisfy them.
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Industrial employers, for instance, require very different skills to
households. PAWA describe themselves as 'industrial consumers' who
employ elect-fitter mechanics, linesmen and cable-joiners, all of which are
identifiable categories. PAWA are in a better position to articulate the
precise skills they require for various tasks, and assess the competency of
an individual to perform those tasks (PAWA, personal communication).
The current licensing system is not able to effectively satisfy consumers of
this type .

However households are unable to adequately interpret and assess
whether an electrical worker is competent to perform household electrical
tasks, or what competencies are required to perform them. Households are
typically unable to specify the precise skills they need for various electrical
tasks, "and less able to determine the suitability of aperson to undertake
that task. The Board itself concurs, stating in response to the draft report
that in its experience, it has found that competencies are too hard for
consumers to interpret. Neither the Board nor the review team has
sufficient information to assess their capacity to do so.

PAWA acknowledge that there are so many categories of competencies that
there are few people who know them all, and they are quickly employed.
Many other businesses are unable to secure that expertise.

Industry-run regulation

Government licensing could be replaced entirely by an industry-run
scheme. This might involve similar features of the current scheme, but run
by industry. An example is provided from a proposal put forward in 1997
by NECA and the Master Plumbers Association (MPA). Their proposal was
for a mandatory (legislated) industry-funded self-certification system, with
random compliance audits and compulsory insurance for contractors to
guarantee work to consumers. Insurance companies would make a
commercial decision as to whether to cover a particular contractor (NECA
and MPA 1997, p. 5).

For work performed valued at over $500, it was proposed that consumers
receive a Certificate of Compliance. The Certificate would be the
consumer's guarantee of compliance with the appropriate standard, and
would also be lodged with the Board as a permanent record of work
undertaken.

Compliance costs would likely be higher than the current system, with
contractors having to pay $25 for each Certificate issued, as well as being
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required to take out insurance, a model already in place in some trades in
some jurisdictions.

Restrictions to competition would still exist. Electrical workers would still
need to be licensed after successful completion of an apprenticeship with
appropriate expertise. Electrical contractors would require a workers
licence, self-certifying endorsement insurance, and competency in small
business management (NECA and MPA 1997, p. 5-6) . With insurance
contingent on approval by commercial companies, an additional barrier to
market entry is created. The NECA and the B.o~d have been working
towards this model on a national basis.

This model appears to satisfy the objectives of the current Act, potentially
more so that current arrangements. However it does not do so in a less
restrictive manner. And while this model has the benefit of improving the
likelihood that market entry criteria more closely follow trends in the
industry, it is unlikely to overcome many of the problems already
embedded in the current system. For instance, the desire of certain
organisations to require specific skills of their employees may not be
compatible with the conditions of a licence. It is also questionable whether,
given the size of the NT electrical trades industry, the Board should
actively determine standards in the NT, or be passive and draw on trends
in other jurisdictions. Consideration would also need to be given to
addressing the status of an industry Board under ANZRA.

It is difficult to assess the net benefits of an industry-run scheme without
incorporating features of regulation embodied in other acts, including self­
inspections, audits, and compliance with standards. It would appear that
this model does intend to draw on all aspects of regulations governing
electrical workers and contractors, not only market entry criteria. A more
general review of the Act, which could assess all provisions governing
electrical workers and contractors, could provide an opportunity to do so.
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ELECTRICALWORKERS AND CONTRACfORS in the Northern Territory
face market entry barriers prior to being cleared to 'Undertake or supervise
electrical work. Some exemptions are given, some of which are difficult to
interpret in practice. The task now is to assess whether current regulations
in the Electrical Workers and Contractors Act meet the objectives set for them
in a net benefit sense. And compared to the alternatives explored, can other
less restrictive arrangements do better?

Previous analysis of alternatives to current regulation revealed that there
are other arrangements able to satisfy regulatory objectives, either in a less
restrictive manner, or more efficiently or appropriately. The following
recommendations are made to accommodate those selected aspects of
alternative and current arrangements that are believed to deliver improved
net benefits for electrical workers and the wider community alike.

The 0 bjectives of the Act

Given the pivotal role of satisfying objectives in an NCP review, it is
important to recap and summarise those objectives required to be satisfied
by regulations governing the electrical workers and contractors industry.
This review has found that the following objectives remain important to the
regulation of electrical workers and contractors in the Northern Territory:

• ensuring safe work outcomes for electrical tradesmen and women,
their employers, customers, and the wider community;

• enabling maximum worker mobility between employers and between
states and territories, within necessary safety constraints; and

• providing a realistic degree of flexibility in regulation to enable less
skilled work to be done, and to respond to the requirements of various
employers and household purchasers of electrical services.

The Competition Principles Agreement requires that any recommendations
arising from the review must be linked to the achievement of these
objectives.
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The lack of explicit objectives in the Electrical Workers and Contractors
Act is an undesirable omission. Explicit objectives should be written into
the Act to advise consumer, employers, and electrical workers and
contractors of the intentions and expected outcomes of regulations in
place.

Findings and recommended approach

Qualification and experience requirements

The need to assess the competency of electrical workers prior to work
performed remains an important function of regulation in terms of meeting
relevant safety objectives. Current arrangements ensure that electrical
workers and contractors have some form of training and experience in their
relevant field. However, the current qualification and experience
requirements of licensing are too great a restriction to competition, without
sufficient offsetting benefits for all affected parties. Qualification and
experience requirements were found to be:

• unable to provide benefits to certain groups of employers of electrical
workers;

• for some employers, unable to ensure that a person is capable of
performing the work required of them;

• a potential deterrent to new, particularly younger, market entrants; and

• provide a potential barrier to market entry to electrical workers in
remote areas.

Irrespective of regulation, there are competitive pressures in the market for
employers and consumers to hire competent electrical workers. But these
alone are not sufficient to ensure that the objectives for regulation in the
industry are met. Employers and consumers may intend to hire competent
people, but cannot adequately assess their competence without a formal
approach to education and skills recognition - hence the market fails .

The ability of a given purchaser of electrical workers' services to assess
their own requirements, and the ability of a trades-person to satisfy them,
varies considerably across customer groups. It is therefore unlikely that a
uniform approach will best meet the objectives of the legislation for all
groups.

It is recommended that licensing be retained, but that other means of
signalling competence be afforded comparable status.
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Maintenance of a positive licence

A positive licensing system such as that currently in place should be
retained.

A positive licence is a simple means for consumers to identify suitable
electrical workers that satisfy-regulatory requirements. It also provides a
convenient instrument for administrators to trace back complaints to
individuals, impose disciplinary action, and to recover administration costs
from industry.

Competencies tobebetter recognised underlicensing

Licensing should be flexible enough to accommodate alternative means
of signalling a persons' competence to perform set tasks.

The review cannot comment on the merits of the menu of competencies
required by ERAC to be completed before a formal licence can be granted.
However, businesses holding contractors licences should not be considered
to be in breach of licensing requirements if their employees are declared
competent by recognised alternative means, to undertake electrical work
they are assigned to do, irrespective of their licence status. Such instances
may rarely arise, given the scope to use restricted licences to signal less
than full competencies to perform electrical work.

It should not be assumed that competency based training requires fewer
criteria to be satisfied, and in some instances it could be more restrictive to
competition. However, the fact remains that employers, particularly those
with specialised requirements beyond those of the household sector,
should be able to specify the skills they require, and take the necessary
steps to ensure those skill sets are properly satisfied by employees.

Employers should be able to work with nominated RTO's to specify the
skills set required for a person to be declared competent, irrespective of
those prescribed under licensing. While the individual would not be
awarded a licence unless all ERAC-declared competencies are satisfied,
neither they nor their employer would be considered in breach of licensing
regulations.

A case in point is apprentices who have successfully completed requisite
competencies for particular employment. The Australian Power and Energy
News recently reported that seven power-line apprentices have just
completed a new nationally accredited training program. The training
program was developed under the auspices of the National Utilities

rir-ii
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Industry Training Board and ANTA, with input from unions, educators
and transmission and distribution authorities in all Australian states.

The graduates are now fully qualified to undertake distribution line work,
cable joining and electrical work in substation anywhere in Australia and
New Zealand. They originally started their careers as trainee line-workers,
working towards a four year Certificate II qualification. By transferring to
the new regime, they have completed a formal apprenticeship which lifts
their qualification to Certificate III, or trade status level, but still within a
four year period (Australian Power and Energy Neuis ].000, p. 8 - precise date
unknown).

Where an approved alternative system is in place to assess necessary
competencies, endorsed by the relevant authorities such as that described
above, there should be no need for apprentices to be required to satisfy the
specific experience requirements of the Act in order to be licensed. Nor
should they have to satisfy the corresponding qualification requirements
for licensing, unless they wish to obtain a full licence. The necessary checks
and balances are already in place to ensure that competencies are assessed
in a manner consistent with the objectives of the legislation.

Employers remain bound by duty of care and workplace health and safety
provisions in broader laws. And with the several checks and balances in
place in the competency assessment process, the objectives of the legislation
would not be compromised.

However, there are two potential limitations to this approach. In those
instances where competency based training does not mirror ERAC­
declared competencies:

• employees would not be granted a full licence until such a time as they
have successfully completed all ERAC declared competencies;

• until such a time those employees would be unable to work in the
household sector and for an employer with ' typical' licensing
requirements; and

• employees would not qualify for mutual recognition until full licensing
requirements are satisfied.

Until such a time as the menu of competencies is reviewed, individuals
would continue to need to satisfy all current ERAC-declared competencies
to obtain a full licence or obtain mutual recognition of qualifications in
other jurisdictions. It is outside the scope of this review to recommend a
national approach to altering the licensing framework to better suit the
emerging requirements of different client groups.
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Consideration to be given to removingadditional contracting requirements

There are several in principle reasons why the additional experience
requirements for electrical contractors should be removed.

The requirement that electrical contractors hold an A Grade licence for a
period of two years is not necessarily a sufficient test of their ability to
successfully contract and manage a business. Some people may never be,
and some may already be, once they have successfully obtained an A
Grade licence. There is also no apparent market failure that requires a
business to be aware of best practice management techniques, for instance,
prior to market entry.

The difficulty for the review in recommending the abolition of the
additional experience requirement is that it is unclear precisely what
additional experience is trying to achieve. Is it management experience,
supervisory experience, knowledge of market dynamics, experience in
client relations or some other purpose? Why are these important and why
should a system of regulation ensure that these skills are acquired?
Experience requirements may help make a better manager, but not always,
and to the exclusion of many otherwise potentially capable contractors.

It is the recommendation of this review that the Board give serious
consideration to the abolition of the additional two year experience
requirement. In making its deliberations, the objectives of the
requirement should be clearly articulated. Then, perhaps in consultation
with other stakeholders, it should be demonstrated that experience is the
best way of satisfying those objectives.

It is recognised that if the Board agrees that the experience requirement
should be removed, contractors would be unable to work outside of the NT
under mutual recognition until that have satisfied the experience
requirements of other jurisdictions.

Trends in other aspects of regulation of electrical workers and contractors
(outside of the Act under review) may complicate this issue further. In
response to the draft report, DIB noted that with the advent of self­
certification of work by contractors, regulators across the states and
territories are looking at ensuring entry skill levels and skills maintenance
are addressed at the time of contractor licence application or renewal (D.
Sachs). Since se1£-certification is part of regulation outside the scope of this
review, the removal of the two year experience requirement should be
considered as part of a broader review of regulations governing the
industry.

~
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Categories of licence

Licence categories, in terms of area of specialisation, do not adequately
reflect recent changes in the electrical workers industry. The removal of
licence categories would reduce barriers to competition. This would only
be appropriate with regard to an A Grade licence.

However, in order to result in net community benefit, the change would
need to be accompanied by an education campaign to advise households
how to determine the relevant skills of an individual. Without an
endorsement, competency certificate or 'co-branding' of some sort, it is
unclear whether the householders in particular would be able to
adequately assess competence.

Fit and proper person test

The fit and proper person test is problematic for a number of reasons. The
test has no clear objectives and is applied in a discretionary manner,
making it virtually impossible to determine its effectiveness. And with no
clear procedures or statistics on how the test is applied and how often, the
cost of test cannot be determined. Other means of assessing competency
already in place (aside from licensing) do not include a comparable fit and
proper person test. There is no evidence that this has led to adverse
outcomes in those instances.

However, on balance, the cost of the test is likely to be low, and it does
have an important benefit of giving the Board discretionary powers of
exclusion, and the means of responding to instances of inappropriate
conduct. The scope for arbitrary application of the test resulting in a
restriction to competition is a concern. This may be partly addressed if the
representativeness of the Board were broadened.

It is important that applicants can ascertain their suitability for a licence
prior to their application. This would reduce the risk of deterring
applications from suitable persons who, in the absence of defined criteria,
might incorrectly assess themselves as not satisfying the fit and proper
requirement.

The review team recommends that the fit and proper person test be
amended to signal to applicants the criteria on which their fit and proper
status will be assessed.
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Exemptions to regulation

The exemption to licensing requirements afforded to PAWA should be
removed. However, approved competency based assessments should be
recognised as a substitute for licensing in certain situations.

In practice, PAWA's exempt status is unclear, given its dual status as a
contractor and the Authority. However, the Act does make explicit
reference to PAWA's ability to supervise or perform work notwithstanding
anything elsewhere in the Act (Section 42).

The reason for PAWA's exemption to due to the activities it undertakes,
and the materials it uses to do so, which are sufficiently different to that of
a typical electrical worker or contractor. Issues relating to materials used
are generally concerned with compliance with standards, conditions
imposed not by the Act, but the Electricity Reform Act. And for some
activities, such as power reticulation, standards imposed on 'electrical
work' are inappropriate, again originating from the Electricity Reform Act.
This review is concerned only with licensing arrangements. On that score,
no one organisation should be exempt from regulations, so long as those
regulations are made flexible enough to be relevant to the activities it
undertakes. That flexibility has been recommended by this review.

At is stands, PAWA's exempt status is in conflict with the principles of
competitive neutrality to no apparent advantage. Other utilities are not
nominated in this way. The National Competition Policy agenda endorsed
by all Australian governments in April 1995 offers a comprehensive
package of reforms, comprising:

• extension of the reach of the Trade Practices Act 1974 to unincorporated
businesses and State and Territory government businesses;

• application of competitive neutrality principles so that government
businesses do not enjoy a competitive advantage simply as a result of
public sector ownership;

• restructuring of public sector monopoly businesses;

• reviewing all laws which restrict competition;

• providing for third party access to nationally significant infrastructure;
and

• extension of prices surveillance to State and Territory government
businesses to deal with those circumstances where other competition
policy reforms had proven inadequate (National Competition Council,
downloaded from www.ncc.gov.au30 August 2000).
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The exemption proVISIOns afforded to PAWA are in conflict with the
second of these reforms.

As mentioned, this recommendation is intended as a complement to
licensing recommendations made above. The current licensing system
offers little or no benefit to PAWA, and presumably other utilities or
companies with specific electrical training requirements. Companies
should not be considered in breach of licensing provisions if they have
taken appropriate, ,approved' measures to ensure that the objectives of the
legislation are met. This consideration would only ~pply when companies
are working on their own assets. When working in the public arena (ie the
household sector), for reasons mentioned elsewhere, normal licensing
requirements should prevail.

Minimum voltages thresholds for unlicensed work should remain in place
for the safety of individuals and the wider community. Voltages specified
in the Act are those not exceeding 32 volts alternative current or 115 volts
direct current, that is or may be connected to a source of supply.

Need to undertake a broader review of the Act

There are several aspects of the Electrical Workers and Contractors Act that
are outdated, irrelevant, or inappropriate, which do not necessarily impose
restrictions .to competition (hence outside the scope of this review).
Moreover, it is difficult, and to some extent misleading, to separate the
costs and benefits associated with provisions in the Electrical Workers and
Contractors Act from other important aspects of regulation governing
electrical workers, where there are restrictions to competition.

In order to satisfactorily assess the net benefit of all restrictions to
competition governing electrical workers and contractors in the NT,
arrangements imposed by other acts should be reviewed simultaneously
with the findings made in this report. As for improving the overall
relevance of the Act in light of recent changes in the industry and wider
community, a more general review of the Act is both warranted and
recommended. At a minimum, a more general review should:

• incorporate the above recommendations with regard to restrictions to
competition contained in the Act, including the incorporation of
explicit regulatory objectives;

• enable the act to explicitly accommodate the National Restricted
Licensing System currently in place, which currently inappropriately
relies on outdated permit and R Grade licence provisions;
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•

•

•

•

make explicit the application of licensing, permit and record keeping
provisions of the Act with regard to PAWA, other utilities, and other
categories of employers, including households, consistent with the
recommendations made in this report;

eliminate to the greatest extent possible the overlap between the
assessment and accreditation activities of the Board and the training
assessment and accreditation arrangements developed and endorsed
by industry through the National Training Packages processes, which
unnecessarily duplicate regulatory and compliance costs;

review the appropriateness of the industry-dominated composition of
the Board, including the advantages of consumer and government
representation; and

update the language of the Act, including the removal of gender
specific language.

Given the important safety objective of the Act, measures to minimise the
restrictiveness of the licensing system should be accompanied by a review
of the adequacy of the level of enforcement of licensing provisions, and
perhaps more substantial penalties associated with unlicensed work. In
response to the draft report, it was suggested that this might include:

• on-the-spot fines;

• deeds on undertaking to improve performance where it was found
lacking; and up to

• the penalty of prohibiting a person from continuing to operate in the
industry (D. Hudson) .

It would be very important for any such a regime to be highly transparent,
and have very clear guidelines as to what action attracts what penalty.
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THE REVIEW OF THE LEGISLATION shall be conducted in accordance. .
with the principles for legislation review set out in the Competition
Principles Agreement. The underlying principle for the review is that
legislation should not restrict competition unless it can be demonstrated
that:

•

•

the benefits of the restriction to the community as a whole outweigh
the costs; and

the objectives of the legislation can only be achieved by restricting
competition.

Without limiting the scope of the review, the review is to:

• clarify the objectives of the legislation, dearly identifying the intent of
the legislation in terms of the problems it is intended to address, its
relevance to the economy and contemporary issues and whether or not
the legislation remains an appropriate vehicle to achieve those
objectives;

• identify the nature of the restrictions to competition for all relevant
provisions of the specified legislation. This analysis should draw on the
seven ways identified by the National Competition Council in which
legislation could restrict competition, which include:

governs the entry or exit of firms or individuals into or out of
markets,

controls prices or production levels,

restricts the quality, level or location of goods or services available,

restricts advertising and promotional activities,

restricts price or type of input used in the production process,

is likely to confer significant costs on business, or

provides some advantages to some firms over others by, for ex­
ample, shielding some activities from the pressure of competition;

• analyse the likely effect of any restriction on competition and on the
economy generally;
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• assess and balance the costs and benefits of the restrictions for each
anticompetitive provision identified;

• consider alternative means for achieving the same result and make
recommendations including nonlegislative approaches; and

• clearly make recommendations. These should flow clearly from the
analysis conducted in the review. If change is not recommended and
restrictions to competition are to be retained, a strong net benefit for
retention must be demonstrated.

When considering the matters referred to above, the review should, where
relevant, consider:

• government legislation and policies relating to ecologically sustainable
development;

• social welfare and equity considerations, including community service
obligations;

• government legislation and policies relating to matters such as occu­
pational health and safety, industrial relations and equity;

• the interests of consumers generally or of a class of consumers;

• government legislation and policies relating to ecologically sustainable
development;

• economic and regional development including employment and in­
vestment growth;

• the competitiveness of Australian business; and

• the efficient allocation of resources.

The review shall consider and take account of relevant legislation in other
Australian jurisdictions and any recent reforms or reform proposals in­
cluding those relating to competition policy in other jurisdictions.

The review shall be conducted as a public review in accordance with the
Guidelines for NCP legislation reviews document that has been endorsed
by the NCe. In accordance with the appropriate review model used under
these guidelines, the review shall consult with and take submissions from
those organisations and individual stakeholders affected or regulated by
the legislation, other interested Territory and Commonwealth Government
organisations, other State and Territory regulatory and competition review
authorities and members of the public.

m NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT



',

55

References

Australian Bureau of Statistics 1999, Australian Demographic Statistics Catalogue

Number 3101.0.

Debates 1978, 'Electrical Workers and Contractors Bill (Serial 70) 1978', pp. 649­
1075.

Department of Industries and Business 1997, Electrical Workers and Contractors
Regulations, Northern Territory.

- - 2000, Electricity Reform Act, Northern Territory, Northern Territory.

Electrical Regulatory Authorities Council 2000, Accident Statistics.
http://www.erac.gov.au/news-as.htm downloaded 22nd August 2000.

National Occupational Health and Safety Commission 1999, Compendium of
Workers' Compensation Statistics, Australia, 1997-98, December, AusInfo,

Canberra.

Northern Territory Electrical Workers and Contractors Licensing Board 1999,

Annual Report 1998/99, Darwin.

- - 1996, Information Guide - National Restricted Electrical Licence system, Darwin.

Northern Territory Treasury 2000, Northern Terriionj Budget 2000-2001, Northern

Territory.

National Electrical Contractors Association and MPA Master Plumbers Association
1997, A Proposal for theFonnation of a new Plumbing and Electrical Industry Board,
Northern Territory.

Office of Energy 1996, Licensing of Electrical Workers, August, Regulatory Services

Branch, Western Australia.

- - 1999, Annual Report1998/99, Western Australia, p. 32.

Queensland Electrical Workers and Contractors Board 1999, Annual Report1998/99,
Queensland Government, Queensland.

NCP REVIEW OF THE ELECTRICAL WORKERS AND CONTRACTORS ACT n
. ~ .. ...;- .. .




