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VERVE AND SYNERGY — RE-MERGER 

172. Mr M. McGOWAN to the Premier: 
I refer to the uniform opposition in the business community to the re-merging of Verve and Synergy.  

(1) Will the Premier re-merge Verve and Synergy before the next election?  

(2) If yes, what mechanism will he use for the re-merger?  

(3) If no, will the Premier clearly provide an answer about what his intentions are in relation to a re-merger 
if the government is successful at the next election?  

Mr C.J. BARNETT replied: 
(1)–(3) The Leader of the Opposition will be the first to know. We as a government are looking at Verve and 

Synergy. It was a mistake to split Verve and Synergy, but it was not a mistake to split off Western 
Power with the power lines. It is something the Liberal Party in government had committed to in the 
lead-up to the 2001 election, which, of course, we lost. But it was a serious error to split Verve and 
Synergy. The reality is that the previous government was told about that in several formal reports. It 
was told there would be massive loss of value, with some putting it at $600 million to $700 million loss 
of value. The Labor Party was also told, when it was in government, that it would have a major impact 
on electricity prices, with at least one report predicting up to 70 per cent. It was told that in government. 

Several members interjected. 

Mr C.J. BARNETT: I am sorry; I will produce the reports for members if they want. 

Mr M. McGowan: That is not actually the question. Your version of history is not answering the question. It is: 
what are you going to do?  

Mr C.J. BARNETT: You asked me about Verve and Synergy and I am answering. The Labor Party was told 
clearly in a number of independent reports that it would have a catastrophic impact. Not only did the Labor Party 
as a government ignore that, but also it failed to go out and be honest with the public of Western Australia. That 
is what members opposite failed to do. They can go back and read Hansard, and if they want to they can read 
what I said about it from the back bench opposite when, in speech after speech, I predicted what has happened. It 
gives me no satisfaction that what I and others predicted is exactly what has happened. When this government 
came in, we had a debt of more than $700 million.  

Mr M. McGowan: What’s your plan now?  
Mr C.J. BARNETT: I am answering your question.  

Mr M. McGowan: You’re not answering.  

Mr C.J. BARNETT: I am answering your question. 

It has failed. We have given it time. We have given it three and a half years to see if it would work, and it has 
not. Remember, when the Labor government introduced this, on several occasions it promised lower prices. The 
exact opposite happened. The former Labor government misled the public of Western Australia. It ignored 
professional advice. This government had no alternative but to have what were high increases in prices. It was a 
direct legacy of the former government’s mismanagement of energy, compounded by its decision to freeze 
electricity prices. The opposition espouses competition but it does not even understand first-year economics. 
Competition is not the end result. What the former government did, through the energy system it introduced, was 
allow private generators to pick the eyes out of the market—that is, take the most profitable contracts off the 
government utility—and they did so. It effectively cross-subsidised them to do it. What was left was the publicly 
owned utility, Verve and Synergy now, left with responsibility, particularly Verve, to supply electricity to the 
mums and dads and the small businesses—the low-yielding customers, to be blunt, in commercial terms. That is 
what happened. As the energy minister said only a few weeks ago, over summer something like 1 500 megawatts 
of taxpayer-funded generation that was paid for sat idle while Synergy was buying expensive electricity off 
private generators that the former government awarded contracts to! That is a massive cost to the system. If we 
are to control and, hopefully, stabilise electricity prices, we cannot do it unless the cost of production is 
addressed. The split of Verve and Synergy has added massively to the cost of production in the system. That is 
why we are looking at a re-merger.  
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