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HARVEY WATER’S POSITION ON EXTERNAL TRADE 
 
Introduction 
 

1. The National Water Initiative Intergovernmental Agreement (NWI) states that 
decisions about water management involve balancing sets of “economic, 
environmental and other interests.” It also notes that, “governments have a 
responsibility to ensure that water is allocated and used to achieve socially 
and economically beneficial outcomes in a manner that is environmentally 
sustainable.”  The mechanism the government has chosen to rely on to 
achieve these multiple objectives is a free and fair market structure.  This has 
been interpreted by some government agencies as implying a right for 
individuals holding water allocations to trade those rights to any user.  

 
2. Harvey Water has legal entitlement to water through its central ownership and 

management of the irrigation licence.  Irrigator shareholders have equitable 
entitlement to water through their shareholding in the company and the 
corresponding Certificate of Water Entitlement which exists alongside their 
share certificates. 

 
3. Through a process known as “transformation” the NWI is proposing that 

centrally controlled licences be devolved to individual licensees which they 
believe will result in improved water trade.  For Harvey Water, this NWI/ACCC 
proposal has been interpreted by some as meaning a right for farmers in the 
cooperative to sell their water entitlement without the approval of the 
cooperative. 

 
4. There is a very real question as to whether the NWI was drafted with the 

intention of including individual farmers in trades outside of their irrigation 
area. The NWI does not make any reference in the sections dealing with water 
trading to terms such as “irrigator” or “farm” or “farmer” although it does refer 
obliquely to “removal of barriers to trade.”  The key to whether such market 
structures are desirable will thus depend on the expected market outcomes. 
Where there is evidence of possible “market failure”, governments can justify 
intervention to produce better outcomes. There are good reasons to believe 
that in the context of the Harvey Water irrigation schemes in Western 
Australia, socially desirable outcomes will not be realised.  
 

5. There are three reasons for suggesting that free trade in water by individual 
farmers will not deliver desired outcomes – an inefficient market structure, 
social preference for water allocation and a disjunction between water 
purchases and production outcomes. This paper explores these issues. 
Governments already recognise that environmental objectives cannot be met 
by markets and hence intervene to set standards for water allocation and use 
that better reflect community aspirations.  

 
6. Research by CSIRO has consistently shown that the community does not see 

water allocation as something that should be left to markets. 
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7. All states are expected to comply with the provisions of the NWI, albeit that it 
was principally designed to address serious water issues in the Murray Darling 
Basin (MDB).  Western Australia is a signatory and while there may be room 
to move on interpretation issues, the State will be expected to substantially 
comply with the NWI but this does not specifically apply to individual 
companies like Harvey Water.  

 
Harvey Water  

 
8. Harvey Water is one of the foremost exponents and proponents of trade in 

water in Australia.  In 1996 Harvey Water established and commenced one of 
the earliest formal water trading systems in Australia complete with formalised 
rules and buyers and sellers information.  It pre-dated the trading system in 
the MDB by some years and is still in forefront of the water trading system in 
WA. There has to date been temporary and permanent trade between 
irrigators for 13 seasons.  The Harvey Water trading system is a simple and 
effective process by which water moves between productive users.   

 
9. Since there are 3 separate districts in the Harvey Water Irrigation Area 

(HWIA), there are also 3 distinct and separate markets which have developed 
each responding to supply, demand and water quality parameters.  These are 
3 true and efficient markets with multiple buyers and sellers competing equally 
with the same access to market information. 

 
10. On average over 13 seasons temporary trade of water constitutes about 12% 

of the total volume of water sold by Harvey Water each year but it clearly 
increases in response to low allocation years.  Irrigators use temporary trades 
to manage their risks according to the season being experienced. 

 
11. Permanent trades, separate from land sales, average only about 6% of the 

total water traded each year.  This is because irrigators generally recognise 
that access to water is their primary asset and their ability to manage their 
production risks depends upon it.  Perennial horticulturalists and dairy farmers 
take different approaches to their risk management with water but the end 
result is similar. 

 
12. Harvey Water has undertaken temporary external trade of 3 GL of water to 

Water Corporation (2003) for potable purposes and sees opportunities for 
further temporary trade and sales externally, depending on the evolution of 
infrastructure and seasonal opportunities. This system provides for a supply of 
additional water to the Water Corporation on an “as able” basis.  It is an 
efficient way of delivering water to urban areas without affecting critical rural 
water use for food production. 

 
13. Harvey Water proposed to government in early 2004 the permanent trade of 

39.1 GL of water with 17.1 GL coming from the Harvey and Waroona Irrigation 
Districts and 22 GL coming from the Collie River Irrigation District (CRID).  
This proposal was 25.48% of Harvey Water’s total licence. 
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14. To date, only the 17.1 GL (or 20% of the Harvey/Waroona licence) trade 
proposal has been accepted due to water quality issues with water from 
Wellington dam.  However this 22 GL opportunity remains on the table. 

 
15. The 17.1 GL permanent trade proposal also included the additional temporary 

trade of 21.6 GL over 4 years, which has also taken place (2009). 
 

16. As well, Harvey Water and Water Corporation agreed in 2003 that Harvey 
Water would accept non-potable water from the Wokalup Pipehead dam in 
winter and would release an equal quantity of potable quality water to Water 
Corporation from Stirling dam.  The actual volumes are seasonally dependent, 
average about 6 GL but can be up to 10 GL.  This is another form of trade 
which recognises that water quality can be traded to provide for its best fit-for-
purpose use. 

 
17. When negotiated in 2004 these trades represented the first and the largest 

permanent trades of water negotiated from regional to urban areas in Australia 
on a percentage of licence basis.  The agreements to undertake these trades 
predate the formation of the NWI and when considering the intent of the NWI 
the trades make Harvey Water already fully compliant.  In detail, where recent 
evolution of the NWI has come up with a required trade figure of 4% of licence 
per year, Harvey Water has actually a credit of 5 years in place due to these 
trades.  It is disappointing that there is no allowance also for temporary trades 
or trades based on water quality as these have a similar intended effect of 
water being available for a better use and credit should be allocated to them. 

 
18. These trades were performed using water saved through system 

improvements without affecting irrigators’ individual entitlements.  The trades 
are between parties of relatively equal bargaining power, with the benefit of 
the trades flowing through to local rural communities in the form of improved 
water delivery infrastructure and services. The trades represent wins for the 
wider community through access to more potable quality water, to individual 
irrigators through the provision of a world class, gravity pressure driven piped 
water delivery system, to the environment through lower acquisitions to the 
groundwater and downstream receiving waters and to Harvey Water through a 
system which is much cheaper and easier to operate.  

 
19. The trade with the Water Corporation benefits all irrigators within the HWIA, 

rather than a small number of individuals to the potential detriment of other 
irrigators.  We believe that Harvey Water and its irrigator members are 
uniquely at risk due to the proximity to a major capital city and the existence of 
only one practical purchaser for externally traded water.  An individual irrigator 
could not hope to negotiate with the Water Corporation as a party with equal 
bargaining position as the Water Corporation for all practical purposes would 
be a monopoly purchaser and could adopt a take it or leave it approach. 

 
20. It is also relevant to note that since Harvey Water took over the business that 

the only water that has been lost through dams overflowing has been from 
Wellington dam where the salinity impacts on its suitability for irrigation use. 
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21. Harvey Water therefore has an outstanding record and great experience in 
water trade which is deserving of respect when considering the application of 
NWI proposals. 

 
22. A lot has been learned in even the few years since the NWI was developed as 

we make progress in the ever evolving world of water in Australia.  We believe 
that the NWI should not be regarded as “holy writ” in Qurannic detail but 
should encompass sufficient flexibility and intelligence in its application to 
recognise that there are alternative solutions which are just as or even more 
successful, appropriate and acceptable as those proposed in the NWI for the 
MDB. 

 
23. The NWI proposes the removal of barriers to external trade for individual 

irrigators.  Harvey Water provides the reasons below why we believe that this 
is not an appropriate option for this locally owned cooperative. 

 
Efficient Markets  
 
24. Markets work to provide an efficient trade in goods and services when a 

number of pre-conditions are satisfied. Performance depends on the number 
of buyers and sellers, the size distribution of them, barriers to entry, the 
degree of product differentiation and the extent of any vertical integration.  

 
25. Water markets in Western Australia fail to satisfy most of these characteristics. 

Small irrigation farmers face a very small number of large purchasers with the 
main buyer backed by the State government. The main buyer is also vertically 
integrated with wholesale and retail functions and the only water distribution 
system. Effectively farmers have only one potential buyer and that is a 
government backed monopoly. This is not an efficient market structure and will 
not lead to “fair” prices for farmers. In this effective monopoly situation there 
are no market signals, no competition between willing buyers and sellers, so 
inevitably the lowest possible price will be paid by the monopoly buyer to the 
seller i.e. an individual irrigator who has negligible market power. 

 
26. The market efficiency is also impeded by the infrastructure that is in place to 

distribute water and by the undifferentiated nature of the product. Both are 
considered here. 

 
27. The NWI is fundamentally based on the MDB situation where there are 

longitudinal rivers flowing through the system allowing transmission of trades 
both up and down the rivers mainly for irrigation, but also for other uses.  In 
that case there is better sense in freeing up trade because water can flow in 
as equally as it can flow out. 

 
28. In WA in the HWIA, this is not the case.  Trade works freely and successfully 

within the HWIA because there are the pipe and channel systems to move it 
around.  Any trade external to the cooperative can effectively only go to the 
Integrated Water Supply System (IWSS) to supply urban dwellers and will only 
ever go one way, which is out of the cooperative and out of agriculture. 
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29. Application of the NWI needs to be flexible to acknowledge the consequences 
of these different systems and different outcomes.  They should also be 
considered within the context that with world population estimated to increase 
to 9 billion by 2050 such that we will need to double the total amount of food 
ever produced to feed them all.  And that suitable combinations of land and 
water should be held as precious social resources for the future, not 
opportunities for short term, profit maximisation for a few individuals. 
 

30. The issue of product differentiation is important. Water for this report can be 
broadly considered in potable and non-potable categories. When water was 
not considered a scarce resource, all water distributed by government utilities 
was treated to a potable standard. This was despite much of the use being for 
purposes for which such a standard was excessive.  
 

31. Only about 10% of water in the WA IWSS can be identified as being truly used 
for potable (drinking, cooking etc) purposes which are unarguably the highest 
value use of water.  The great majority is used for non-potable purposes or put 
another way, uses for which potable quality water is not required.   

 
32. These non-potable uses include watering gardens and lawns with about 50% 

of the water or about 175 GL pa in the IWSS.  Harvey Water disputes that 
watering of urban lawns with potable quality water constitutes a higher value 
use of water than using non-potable water to produce food. 

 
33. It is not necessary to look very far to find independent support of this argument 

and the relative value of urban lawns as most Australian capital cities now 
have restrictions which virtually prevent lawns being watered.  No such water 
restrictions have been placed on fresh food production. 

 
34. Harvey Water suggests that there is confusion over “capacity to pay” and the 

desire to see water allocated to the “highest and best” use. Urban water users 
and industry undoubtedly have the greatest capacity to pay but the 
subsequent use may not be high value applications. It is challenging to argue 
that because urban customers can afford to pay for water for a green lawn or 
garden that they value this more than a citrus orchard, a vineyard or a field of 
melons or tomatoes.  
 

35. One of the problems appears to be that decisions by urban households are 
not directly linked to the consequences. For example, taking the capacity to 
pay philosophy to a conclusion would either see all water allocated to urban 
and industrial use or irrigators would attempt to compete to continue 
production. Urban water prices would make most irrigated agriculture 
unprofitable in Western Australia leading to imported food from other States or 
overseas. Hence, in either case, allowing water markets to lift prices to the 
highest and best use would see irrigated agriculture disappear from Western 
Australia. The resulting allocation of water would not be supported as the 
following section spells out.  
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Socially Desired Outcomes 
 
36. Consistent social study work by CSIRO has shown that the community does 

not support the allocation of scarce water to consumers/industry sectors 
purely on the basis of capacity to pay. Such a system would see water 
acquired by large corporations including the mining and mineral processing 
sector and large industrial projects.  

 
37. The community appears to have a more egalitarian attitude to water allocation 

and use. This includes preferences in allocation for the environment, local 
economic development and food production. Uninhibited market structures 
would see cooperatives such as Harvey Water collapse.  

 
38. There is a clear precedent where a thirsty neighbouring city managed to 

secure water from a few irrigators in an irrigation area leading to all the water 
eventually leaving such that the area is now a severely environmentally 
degraded desert.  This is the famous Owens Valley case in California.  The 
movie “Chinatown” was based on this event.   

 
39. When Harvey Water was established our advisers made contact with irrigation 

schemes around the world to establish best practice.  The continuous advice 
that came from US irrigation co-operatives and mutuals was to be mindful of 
the example of the Owens Valley.  The method used to acquire the water in 
the Owens Valley case was to have a small number of non-competing 
purchasers acquiring water entitlements from individual farmers.  The 
purchasers blocked any attempt by the locally owned and operated irrigation 
co-operatives to collectively negotiate on their members behalf.  The irrigation 
schemes and the co-operatives were undermined and destroyed when the co-
operatives were left with a series of stranded assets. The local farming 
communities were wiped out.   The area to this day, almost 90 years later, is a 
desertified environmental waste land,  

 
40. Harvey Water can see the exact same thing happening with the HWIA 

because if the trade price of water internally is $500 (or $200 or $30) per 
Megalitre and the external trade price from the only buyer in WA, which is 
urban, is an order of magnitude or more greater, then irrigators would be 
financially foolish not to participate.   

 
41. This would rapidly lead to all or the greater part of the irrigation water leaving 

the HWIA, never to return.  In this case, the recent investment of around $100 
million on a world class irrigation system is pointless and wasted and the food 
production capacity of the HWIA disappears.  Current indicators are that the 
world is facing a crisis from food shortages and irrigation areas are the most 
efficient way to increase food production per unit of land area and per volume 
of water. 

 
42. This is a matter beyond mere economic theory considered in isolation but one 

which has political, social and regional economic considerations which must 
be taken into account.  That is, do the state and national governments see the 
need for irrigated food producing areas or not?  It is as well to remember that 



HARVEY WATER – External Trade by Irrigators 

T:\Water\Water Trading\[38938] WTR advice - up to Draft Advice\Submissions to position paper\Submission 8\Submission 9 - Harvey 
Water.doc 26/10/2009 11:21:57 AM                                                    7 

irrigated areas are only about 1% of the agricultural land area of Australia but 
produce about 35% of the food.  Food security, food miles, food scarcity and 
similar modern considerations must impact on decisions made on irrigated 
agriculture, not just economic theory on markets. 

 
43. It is also a major consideration for Directors that they are required to act in the 

best interests of Harvey Water as a private corporation so that it remains 
solvent.  If they were to permit the possibility of individual external trade, 
knowing and/or believing that this would jeopardise the financial security of the 
company their legal situation as corporation officers would be perilous if the 
company were to fail for that reason. 

 
Market Theories 
 
44. Harvey Water understands that the basic theory underpinning the NWI drive 

for external trade by individuals is that the market will determine the best use 
of water.  Further, that much of economic theory is underwritten by the 
assumption that individuals, acting independently, will act rationally to allocate 
resources according to supply and demand considerations. Our comments 
below dispute the application of this theory in the WA case.   

 
45. The NWI talks a lot about “efficient and effective markets” and “broadening 

and deepening markets”.  These are fine economic concepts which are well 
defined in the literature and apply well to the MDB where there are many 
buyers and sellers up and down the river systems.  They are also economic 
theories which are under strong pressure because of their reliance on  
markets for economic efficiency which has been a factor in the global financial 
crisis we are all suffering. 

 
46. Within the HWIA there also many buyers and sellers, fitting the definition of a 

“true” market in our 3 separate internal markets.  But this is not the case 
outside of the HWIA.  In fact there is only one monopoly buyer, whether it is 
the Water Corporation or the ERA’s newly minted Independent Procurement 
Entity (IPE).  However you describe it, there is effectively only one buyer.  
Harvey Water also wonders if an IPE is not the absolute antithesis of what a 
free market situation should be. 

 
47. This situation of a single buyer, formally referred to as a monopsony, and the 

economic costs it brings for sellers and for society more generally, has been 
covered extensively in the economic literature. (See for example the articles 
by Boal, W.M. and M.R. Ransom (1997) “Monopsony in the Labor Market” 
Journal of Economic Literature 35 1 pages 86 - 112; and Atkinson, S.E. and J. 
Kerkvliet (1989) “Dual Measures of Monopoly and Monopsony Power: An 
Application to Regulated Electric Utilities”. The Review of Economics and 
Statistics 71 2 Pages 250 - 257.) 

 
48. While the literature tends to focus on labour markets because these provide 

good examples of monopsony conditions, the same arguments and concerns 
apply with equal force in other markets. They also apply in markets where 
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there are more than one, but just a few, buyers facing many sellers - an 
oligopsonistic market. 

 
49. The predictable and adverse outcomes of such a market situation depend only 

on the supply curve having a finite elasticity. That is, the only required 
condition in the case of a market for water entitlements is that not all owners of 
water entitlements have agreed, or independently come to a common view, 
that there is a single price at which they will sell. This circumstance does not 
exist, as already demonstrated in the internal market for water that currently 
operates for irrigator members of the Harvey Water cooperative. 

 
50. The consequences of a monopsonistic market are very clear and predictable. 

The monopsonist will choose to pay a lower price than would be obtained from 
a free and competitive market. This means that there will be fewer sales than 
would be produced by a competitive market. From the point of view of the 
monopsonist, this is standard textbook profit maximising behaviour. From an 
economic efficiency point of view it gives rise to significant transfers and 
losses. The lower price represents a transfer from sellers to the monopsonist. 
The lower volume of sales translates into what economists refer to as a “dead 
weight loss”. The dead weight loss is made up of losses in consumer surplus 
for the monopsonist and losses in producer surpluses for the sellers of water 
entitlements. These are dead weight losses in that there are no offsetting 
gains. The surplus simply disappears. 

 
51. The literature offers only four solutions to the question of how to prevent these 

outcomes. One is to break up the monopsonist so as to create a number of 
competing buyers. This was considered by the Economic Regulation Authority 
in its recent draft report on competition in the water market, but the ERA was 
convinced, by evidence presented to it, that there would be adverse 
consequences. So dis-aggregation is not likely to be an acceptable option.  

 
52. A second approach suggested from the literature would be to regulate the 

market price for water entitlements. This would be a costly and probably 
inefficient approach and would actually deny the benefits being sought by the 
NWI from a free and active market.  

 
53. A third approach is to introduce a tax on sales of water entitlement, and then 

redistributing this tax to the holders of water entitlement or even just sellers of 
water entitlement. This addresses some, but not all, of the consequences of a 
monopsonist buyer. It is an unwieldy instrument and is possibly 
unconstitutional as a State tax. This third approach does not achieve the same 
outcomes as a free and competitive market and actually introduces further 
distortions into the market. So it is neither an efficient nor practical approach.  

 
54. A fourth approach is to allow the sellers of the product to band together to 

present a united front in market dealings with the monopsonist.  In the labour 
market this role is taken by the unions, or some other form of collective 
bargaining.  In the market for water entitlements the role of representing the 
sellers in the market would be taken by Harvey Water. 
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55. Harvey Water notes that there are 3 different prices for water in the HWIA and 
wonders how this could be handled by the buyer in the external “market”.  
How or will the market differentiate between water from Waroona district 
($200/ML internally) and Harvey water ($500/ML internally) when they are of 
essentially the same quality and cost to access? 

 
56. Arguably they would have to pay the same amount for both sources which 

would lead to a stampede from Waroona sellers because of the premium they 
would obtain.  And what about trade from the Collie River Irrigation District 
where the price is about $30/ML? 

 
57. As noted above for higher value uses, whatever contortions and convolutions 

are made to try to get the actual situation to fit the theory, there is not now and 
there is not likely to be much in future, a true, free market in water in WA. 

 
58. Harvey Water should not be made to submit to a false market or trading 

situation to fit poorly founded and theoretically based reasons for individual 
external trade in this state. 

 
59. Harvey Water is greatly disappointed that this market theory should be 

marched out again so soon after the dairy deregulation debacle.  As 
stakeholders in that process Harvey Water has keenly observed that the 
application of market theory simply did not work in WA to the great cost of 
many dairy farm families, local businesses and all consumers.   

 
60. The theory was that after deregulation there would always be enough milk 

produced and that the price to the consumer would go down.  The situation 
that resulted was that collective bargaining by groups of dairy farmers with the 
oligopsonistic dairy processors was prohibited. Dairy farmers were only 
permitted as a group to negotiate with a single processor whilst the processors 
were free to negotiate across the full range of individual dairy farmers.  And no 
prizes for guessing what the outcomes were when hard headed business met 
narrow market theory. 

 
61. The price to dairy farmers was forced down a below a reasonable cost of 

production. Production fell and WA is now short of fresh milk by about 50 
million litres per annum. From the very start of deregulation the price of retail 
milk increased while dairy farmers’ income decreased.  Approximately 50% of 
dairy farmers were either forced out of the industry or chose to leave before 
they went broke. The result was a poor outcome for dairy farmers, consumers 
and the environment.  The ultimate result is that fresh milk is now trucked long 
distances from dwindling resources in severely drought affected, probably 
environmentally unsustainable areas interstate.   

 
62. In another example, the egg market was deregulated across Australia as a 

result of the Competition Principles Agreement of 1994. Deregulation occurred 
in Western Australia in 2004 as it was considered to be in the public interest. 
Since deregulation, the prices received by producers have fallen and a 
number have gone out of business. However, there was no benefit for 
consumers who saw an increase in the prices they paid for eggs. The 
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beneficiaries of deregulation again were the supermarket duopoly who 
enjoyed an increase in their market power to add to that obtained in the dairy 
situation. 

 
63. Harvey Water has no confidence that the application of this market theory fully 

recognises that it cannot and does not operate in isolation according to the 
text book.  With the dairy and egg history fresh in our experience it would be 
absolutely irresponsible for this corporation and its Directors to willingly accept 
the concepts being proposed. 

 
64. As has been amply demonstrated with the deregulated dairy and egg markets, 

the experiments with new market forms are one-way streets. There is no way 
back from a mistake that leads to undesirable outcomes - The Genie cannot 
be put back in the bottle. 

 
65. A theory has to be considered within the full context of all the other factors that 

make up the environment in which it will operate.  In particular economic 
theory must take into account the social costs and benefits which will result so 
that the pre-eminence of the market as the sole determinant of resource 
allocation does not continue to dominate.  The global financial crisis has 
caused a re-consideration of neo-liberal based economic theory and it is as 
well that ACCC pay attention to this change.  It is not good enough to 
implement a situation which will only result in permitting economists to do what 
they are also famous for, which is to analyse what happened after the event, 
especially when that event has been a disaster.  Neither is it good enough to 
create and apply changes which are based on authority without any 
responsibility to sort out the practical and social disasters which result.  Nor is 
it good enough to counter such objections with the instruction to obtain 
independent legal advice. 

 
66. The NWI says that the costs of stranded assets should not be considered and 

the use of exit fees should not be used because they will lead to market 
distortions. The potential costs of stranded assets are a real cost - a point that 
has been made quite strongly by the Economic Regulation Authority in its 
report on the costs of water supply to the Kalgoorlie goldfields. 

 
67. Harvey Water is saying loud and clear that it believes in that great truism by 

George Santayana who said “Those who cannot learn from history are 
doomed to repeat it.” Harvey Water does not want to follow this path to its 
inevitable demise and the loss of appropriate and successful water 
management skills and experience from a corporation acknowledged as a  
leader in irrigation management. 

 
Benefits to Individuals 
 
68. Harvey Water is bemused that much of the argument about trade centres on 

the benefits that might, or might not accrue to individuals based on the actions 
they might theoretically take.  We beg to point out that Harvey Water is a 
cooperative and the joining of it is a voluntary act which an individual 
presumably does to share in the collective benefits that derive from 
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membership that certainly would not be available if they were to run their 
business independently. 

 
69. The benefits that have come from being part of the Harvey Water cooperative 

are beyond the imaginings of any member (and other stakeholders) when the 
business commenced in 1996.  Through the principle of joint – not individual – 
action and pooling of resources, most members now have access to a world 
class gravity driven irrigation water delivery system at no extra cost to 
themselves in either cash or water and with water prices remaining within CPI 
increases. 

 
70. Rough calculations indicate that the individual benefit to the 415 irrigators who 

have a new gravity driven water supply from the piping is about $175 000 
each, just from that infrastructure.  At $5000 per Megalitre for external trade 
this means that every irrigator would have had to trade 35 ML for equal 
individual benefit, when many of them could not operate if they were to lose 
this volume of water.  The arguments about individual benefits do not stack up 
when compared to the benefits obtained by acting collectively. 

 
71. A cooperative is a powerful and successful way of operating to, amongst other 

things, obtain some market power where traditionally farmers have none.   
Harvey Water has demonstrated beyond doubt the validity of the business 
model and does not believe that it needs to change its rules to permit the 
whole structure and the rights of the majority to be jeopardised by a few 
individuals or to satisfy a market theory which does not intend to recognise the 
validity of acting collectively.  If individuals wish to achieve the benefits of the 
external trades, then Harvey Water suggests they have the option of 
voluntarily cancelling their membership of the cooperative and to run their 
water businesses another way. 

 
72. It is also through collective action that Harvey Water has been able to manage 

the deal which provided the water to the IWSS in exchange for funding the 
piped delivery system.  It would not have been possible to aggregate the water 
and negotiate the deal, which has substantial benefits for the state and 
society, without an organisation working for the interests of its members. 

 
73. Harvey Water suggests that the continued push for individual external trade 

represents a failure of the NWI to recognise other valid and successful 
business models for managing water, such as a represented by the locally 
owned Australian irrigation companies that belong to the Bondi Group, 
including Harvey Water. 

 
74. We recognise that the NWI was structured using the best ideas that were 

thought to be available at that time, however it is plain that its implementation 
requires flexibility to accommodate alternative and successful ways of doing 
things particularly those that are learned and presented as the evolution of 
water management moves along over time. 

 
Water Markets– The Reality 
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75. As has been pointed out above, the focus of much of the discussion on water 
trade in WA is for potable water for the IWSS.  This is a fallacy as the need for 
“drinking water” is not the same as the needs for the total water supply.   

 
76. It is Harvey Water’s position that there is only one market which is for “fit-for-

purpose” water.  That is, if we were to truly apply market theory and to develop 
the different water products, there would be a market for drinking water which 
we believe is being partially serviced through bottled water products as well as 
from the tap, better quality water but not necessarily potable for washing and 
bathing, lesser quality water for lawns and gardens and a whole range of 
water qualities for business and industrial uses, just to name a few major 
ones. 

 
77. This discussion recognises the limitations that the IWSS places on Water 

Corporation and implies no criticism of them for that great piece of engineering 
and community service which they have inherited.  It is just that the IWSS, 
being only able to distribute water treated to potable standard, does not permit 
markets for different water qualities to develop.  Despite this practical 
limitation, there are other ways to meet demand for non drinking water. 

 
78. Harvey Water does not accept the apparent philosophy implicit in the all-for-

the-IWSS push that all water should head in that direction.  There are very 
great needs for fit-for-purpose water in the south west, for example, and 
Harvey Water is in a position to support those needs.  It does not have to be 
trade of rights, in fact as the IWSS model shows it is the infrastructure which 
generally shapes where water flows.  Harvey Water has water distribution 
infrastructure and the capability of providing more so that water can be 
provided to higher value uses which are neither potable nor urban oriented on 
an as needs basis such as the Water Corporation does.  That is, Harvey 
Water has the capability of operating as a water utility not just as a source 
from which water can be permanently removed. 

 
79. Once again, these are opportunities and requirements which need to be 

considered within a social, regional development and state economic context 
rather than simplistic market theories. 

 
WA Water Administration 
 
80. WA has set up a system of water administration which is different from the 

government or quasi government situations which have been the norm in the 
MDB and which to some considerable extent have been caught napping by 
the water shortage, unlike WA.  The devolution of management to local 
ownership has been an undoubted success.  Not only have services to 
irrigators improved markedly, the responsibility for licence management has 
been shifted to the companies relieving Department of Water from the need to 
potentially have to do this for nearly 800 irrigation licences in HWIA alone for 
example, if the cooperative failed. 

 
81. The Bondi Group of locally owned irrigation entities comprises companies 

which each are working perfectly well under a centrally controlled licence and 
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we suggest that the NWI needs to consider flexibility in implementation rather 
than dismantling of these successful water management systems to meet the 
goals of narrowly based MDB objectives. 

 
 


