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Could there possibly be a service that is more widely recognised as an essential public service that should be publicly 

provided than the provision of water? 

The Australian Services Union Victorian and Tasmanian Authorities and Services Branch represents workers in both 

maintenance and operations roles across Victoria’s water industry. Our submission to this review stems from a 

desire to both protect the safety and conditions of workers in the sector, and to protect the future of the sector 

itself. 

The assumption that either service quality or employment standards can be maintained under an outsourcing model 

is a furphy, reliant on old orthodoxies around efficiency or flexibility with no basis in fact. What the outsourcing 

model results in in practice is the feathering of some nests at the expense of both customers and workforce. The 

owners of contracted firms do well at the expense of worker wages, training or safety, and more and more middle 

management jobs are created in water corporations to manage contracts while vitals skills and knowledge are lost as 

maintenance jobs are outsourced. 

This loss of skill, industry experience and oversight must be drastically addressed if the industry is to have any hope 

of reversing it and regaining the ability to attract and retain skilled staff. The outsourcing of the work of water 

corporations is short sighted behaviour that is destructive to the future of Victoria’s water industry.  

See below for our responses on the review questions. For any questions on this submission please contact ASU 

Assistant Secretary Leon Wiegard via lwiegard@asuvictas.com.au or 0438 060 298 
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Water corporations face complex compliance obligations  

1. How do the compliance obligations and operating environment of Victorian water corporations influence their 

sourcing strategies?  

The reporting obligations that have been placed on water authorities have undoubtedly had an impact on both their 

sourcing strategies and the makeup of staff. ASU Members describe how the ongoing increase in compliance 

measures and reporting required to government, on pricing, carbon neutral plans etc, has resulted in a boom in 

higher paid middle management jobs at the expense of on the ground staff. Teams made up of Band 1 or 2 

maintenance staff are shut down and outsourced, and the FTE is taken up by management teams paid at Bands 3 or 

4 with no direct experience in the sector.  

This should not be taken to mean that reporting and accountability are not important – but they should not come at 

the expense of the lowest paid workers in these organisations, or the quality of the jobs they do.  

2. Are some of the desired outcomes reflected in the review criteria more effectively delivered through insourcing 

and direct employment? Are some of the desired outcomes more effectively delivered through outsourced 

contract arrangements and monitoring?  

To begin answering this question we must first address the outrageous cover for outsourcing described in Box 1. By 

using cadetships for Aboriginal and Torres Strait Islander people as an example of a “good vehicle to promote skills 

development and career pathways”, the corporations seemingly assumes that Aboriginal and Torres Strait Islander 

workers should be grateful for the chance to work in an outsourced job with poorer wages, safety standards and 

ongoing career opportunities? 

Or is the argument that in house, publicly funded water corporations have no capacity to offer either cadetships or 

training to their staff? This despite the myriad examples of workers coming across from contracted providers to in-

house roles who turn out to lack even the basics – machine tickets, plumbing tickets, even driver’s licenses?  

Not one of the desired outcomes reflected in the review criteria is more effectively delivered through outsourced 

contract arrangements and monitoring. While these will be addressed with more specificity in other questions, in 

summary -  
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Water corporations can sustainably access necessary skills and workforce and adapt to changing and unexpected 

requirements – twenty years of outsourcing these skills have reduced the capacity and knowledge of the sector, as 

more knowledgeable staff retired and were not replaced, and jobs farmed out to the private sector.  

Expenditure is prudent and efficient and in line with the long-term interests of customers – when water services 

were originally privatised in the 90s, Victoria faced very different economic circumstances, particularly in the 

construction sector. While once contractors may have scrambled for the work they offer, with the sustained 

construction boom we are in this is no longer the case. What that results in is both a struggle to find qualified 

contractors, and pricing that is not competitive with in-house service provision. For example, an ASU Member in the 

sector described seeking two quotes for a job where privately installed water service lines in a new development 

were having leaks and the water main needed to be extended. Private contractors quoted $32,000 to install 30m of 

water main, when it was then priced and delivered internally the job was delivered for just $13,000.  

Water corporations support employment diversity and quality, and the social and economic development objectives 

of the Victorian Government and the local community – Employment quality is far better and more secure for those 

staff who remain in-house, compared to the precarity experienced by those employed in contract work. The 

outsourcing of this work also removes many obligations around diversity of employment or the Government’s social 

objectives – a key example being the Gender Equality Act whose provisions apply to directly employed staff, but not 

to outsourced roles.  

3. How does the expenditure cap set by the ESC in the price review process influence the operations and 

maintenance sourcing strategies and procurement decisions of Victorian water corporations, if at all?  

ASU Members have told us how in EBA negotiations for the last twenty years they have raised issues of understaffing 

and have been told by water corporation leadership that the corporation has a staffing cap. This purported cap has 

been used to justify outsourcing and to prevent any mechanism for casual or contract staff to have an automatic 

right to permanent roles.  

While there has been some dispute in the conduct of this review whether a specific 200 FTE staffing cap did actually 

exist, what seems clear is that the ESC’s expenditure cap, and the use of “independent expenditure consultants” and 

Deloitte to review and approve operating and capital expenditure proposals or wage increases agreed to in EBA 

bargaining, that there is significant pressure on these corporations from government bodies to minimise wages and 

other expenditure. 
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With the ESC/Deloitte report of 2018 specifically raising the use of outsourcing to “mitigate the impacts of particular 

EBAs” and setting an expectation that real wages be fully offset by productivity improvements, it is clear that the ESC 

and its reliance on economic consultancies is a toxic influence on workers and customers in the Victorian water 

industry, with no regard for the attraction and retention of qualified staff in the industry. 

4. How does the ESC process impact upon the capacity to address the review criteria, if at all?  

Water corporations must be allowed to offer reasonable pay increases and hire sufficient staff to meet their needs if 

this review is to have a significant impact on the sector. In reference to the importance of public services to regional 

communities, Troy Henderson of the Australia Institute noted that “efficiency dividends” “allegedly drive 

productivity growth but in reality cut spending and reduce the quality of public services. These policies of austerity 

are not justified by economic theory, especially not in conditions of chronic macroeconomic weakness, 

unemployment, and underemployment.”1 

The ”efficiency improvement factor” that forms part of the ESC process undoubtedly shapes the culture described by 

ASU Members, in which serious issues of fatigue for staff working the after-hours roster are addressed by putting on 

more Band 5 managers and contracting out after-hours services, not simply hiring more people for the after-hours 

roster. Or the understaffing of call centres to the point where multiple staff are off on stress leave.  

5. Are there any particular characteristics of water corporations that tend to insource maintenance services as 

opposed to water corporations that tend to outsource maintenance services?  

Water corporations that tend to outsource maintenance standards have reduced standards of occupational health 

and safety for outsourced staff and offer worse conditions and wages for outsourced staff than do those that employ 

in house. Water corporations that tend to insource these services have made the decision to prioritise the quality 

and longevity of their services. 

6. This review has focused on maintenance and operations: are there other areas of services sourcing which 

should be further examined when considering the review criteria?  

All functions of Victoria’s water industry should be provided in house, for all the reasons given throughout this 

submission relating to the maintenance and operations functions. 

 

 
1 https://australiainstitute.org.au/report/the-economic-importance-of-public-services-in-regional-communities-in-nsw/ 
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Sourcing strategies have changed over time, with customer facing and asset management activities provided in-

house  

7. What are the key drivers of the trend for water corporations to perform customer facing and asset 

management activities in-house?  

A recognition that in-house staff with a connection to and sense of responsibility for the organisation, experience in 

the industry and the motivation to deliver proper customer service will provide a better service. This is a valid and 

well thought out policy, short sighted only in that it sometimes misunderstands the outward facing element of other 

jobs in the industry, particularly around maintenance. 

ASU Members highlighted the difference this way – when in-house staff at Western Water need to perform works in 

a street, they knock on every door to make sure they won’t leave someone in the middle of a shower, and to give 

people time to fill up water bottles and the like. If they can’t fix an issue quickly, they will provide portable showers 

and toilets so customers can still live comfortably. 

In contrast, members at other corporations describe bringing in ex-contractor staff who have to be taught a brand-

new culture of safety and care, and have been taught a tendency to get the job done quick, not right. Certainly, they 

have no training or experience in customer communications or any of the proper pre work that is required. 

8. How do water corporations remain informed of changing conditions which require adaptability and flexibility in 

relation to delivery models? Is there a mechanism for water corporations to share experiences and lessons?  

Having a workforce that understand the water industry and the local network is the best way for water corporations 

to stay on top of changing conditions and maintain the quality of their service delivery. 

9. How do in-house and outsourced maintenance service delivery impact retention, career and skill development 

for employees?  

Outsourced maintenance services provide little to no opportunity for career and skill development, particularly 

when compared to in-house maintenance services.  

One ASU Member described a preferred contractor owned by an ex staff-member of the water corporation, who 

was trained on the public purse. Instead of keeping that experience in house and providing good quality secure work 

in the local water industry, they now have a situation in which the contractor who was able to access training under 

an in-house service can now win substantial public contracts, and then employ a staff who earn less than they would 

in-house and cannot access the same training or skills, let alone overtime or penalty rates. 
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In comparison, ASU Members at Greater Western Water (Western Water) talk with real pride about the workplace 

culture and skill retention they have achieved through in-house service delivery. Staff who have been with the 

corporation for 15 years or more are able to pass on their knowledge and experience to new hires, and on any job 

they know they can ring someone more senior day or night to clarify what they need to do to keep customers in 

water. Not coincidentally, this team has a depot full of team pictures and receives significant positive feedback from 

customers. 

10. Are in-house and outsourced maintenance service delivery effective in promoting emergency preparedness, 

response and workforce resilience and capacity? What evidence is available to support this?  

The out of hours emergency contractor for Contral Highlands Water which cover Ballarat and surrounds is 

headquartered over an hour away in Geelong. In an emergency, particularly one related to inclement weather, they 

also have local contracts to be addressed. Thus (Ballarat) residents will be waiting an hour at the very least for 

emergency response, potentially more, because the water corporation has chosen to outsource this responsibility.  

In comparison, ASU members at Greater Western Water (Western Water) described a break two weekends ago in 

which the crew dealing with the issue was led by an employee of 16 years, and thus had a wealth of knowledge 

about the network and emergency response. The team was not only able to respond quickly but were able to resolve 

the issue without shutting off valves that would have left up to 500 people without water for hours – because they 

had local knowledge and were able to contact more senior staff, even on a weekend, to clarify anything. If this had 

been an outsourced job without that local expertise, the first thing that would have happened would be to shut off 

the water for all those customers. 

Structured decision making processes drive sourcing decisions in Victorian water corporations  

11. In your experience what objectives are prioritised in water corporation sourcing decisions? How do these 

objectives align with the review criteria?  

The decision reflects the priorities. Where corporations have chosen to bring services back in-house they have 

highlighted customer service, quality and control. Where a corporation chooses to defend or maintain outsourced 

services, they have chosen to prioritise shifting any risk away from the corporation and onto the worker and the 

customer and will defend it with meaningless language around flexibility and innovation.  

Changes in sourcing strategies tend to be incremental  
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12. How should the cost and risk associated with transitioning between sourcing strategies be balanced against 

drivers for change? Are there other factors which are a brake on considering a change to insourcing or 

outsourcing?  

The long-term risk to the sector of the deterioration of skills, infrastructure and service quality if the outsourcing 

model continues should be the ultimate factor considered when sourcing strategies are considered.  

Partnership and benchmarking deliver benefits to water corporations and their customers  

13. What types and magnitude of benefits have water corporations delivered to customers using outsourcing and 

benchmarking? Do these benefits span the range of review criteria?  

Those who seek to defend outsourcing often resort to buzzwords to overcome the lack of evidence. The honest 

question needs to be asked – what “innovation” happens under a contract service that would genuinely not be able 

to be done more securely and safely under an in-house model?  

ASU Members describe a total lack of auditing of contracted works that leaves customers, particularly in greenfield 

developments, with years of headaches. In one example, contractors responsible for laying plumbing in new 

developments have just a twelve-month warranty before the responsibility to fix issues reverts to the water 

authority. With no audits occurring by the authority during construction -  

“We spend as much time fixing what has just been built as assets that are 80-100 years old.” 

Another example was the increased cost to individual customers of contracting out – sewer cut-ins that until 4 years 

ago were done directly by the water authority for a cost of $450 now cost customers between $5000 and $6000 

through contracted plumbers.  

Whether or not water authorities have the trusting relationships they describe with their contract partners, the 

choices they have maid undoubtedly undermine the trust of the customer. 

 

The Victorian water sector is evolving  

14. How have the objectives influencing services sourcing and procurement decision-making changed as the 

Victorian water sector has evolved?  
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We would argue that the water sector is not a unique beast in the drive towards outsourcing – it has been driven by 

a desire to cut labour costs and shift the risk for delivering services onto the workforce, as all outsourcing is. That 

does not however mean that it is acceptable behaviour from organisations providing essential, publicly funded 

services, nor does it mean that the sector can avoid the consequences of these decisions.  

15. What key drivers are influencing the most recent sourcing strategies of Victorian water corporations? How do 

these drivers relate to the review criteria?  

Examples of services being brought in house reflect some of the key review criteria, with a specific focus on 

customer service and the long-term future of the organisation seeming to be key factors. While the ASU strongly 

supports all recent steps to bring services in-house, we would reflect that it is not solely direct customer service or 

operations roles that have an impact on customer experience or organisational resilience. 

Specifically, maintenance staff often have both direct and indirect engagement with customers that has a significant 

impact on their satisfaction – whether they knock all the doors in the street before they shut the water down, 

whether they can provide alternate services like porta-potties during long delays, what choices they make during big 

jobs that impact how long customers are without water, whether the corners that get cut mean that pipes start 

leaking within the year.  

16. How do gender equality and indigenous employment objectives influence decision making around in-house 

activities? How is this different for outsourced service delivery, if at all?  

Outsourced services can escape obligations around gender equality and diversity of employment that in-house 

employers cannot. The most recent and key example of this are the provisions of the Gender Equality Act 2020 – 

contracted services are exempt from meeting requirements such as the development and implementation of a 

Gender Equality Action plan, conducting a workplace gender audit, reporting on their progress publicly on workplace 

gender equality measures, or completing gender impact assessments. 

The Gender Equality Act also requires organisations to consider other forms of disadvantage or discrimination when 

developing strategies to promote gender equality, including characteristics such as race, Aboriginality, disability, and 

sexual orientation.  

No “cadetship program” or “diversity outreach initiative” can replace enforced data collection and public reporting 

in creating real change in the makeup of the workforce. 
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17. Do the existing arrangements for sourcing services in-house or externally for water corporations in Victoria 

effectively promote the achievement of the government’s social and sustainability objectives? What evidence is 

available to demonstrate this?  

No social and sustainability initiative undertaken by an outsourced provider is unavailable to a corporation that 

provides services in-house, but legislation and regulations that apply to in-house staff can be avoided by contractors.  

18. What is the influence of social and sustainability objectives on the affordability of essential water and 

wastewater services to customers?  

The outsourcing of services increases costs for customers, both through unnecessary charges from contractors and 

through user pays costs for customers, on things like cut-ins and newer developments. 

19. If there was a need to increase the focus on social and sustainability objectives in sourcing decisions how 

would this be best achieved?  

The only way this would be possible at any meaningful level would be if these services were subject to government 

regulation, such as the Gender Equality Act, that mandates it.  

Quality and security of employment is a key concern for government  

20. Are the observations concerning labour costs in maintenance and operations under insourced and outsourced 

arrangements correct?  

While the difference in hourly rates paid to in-house vs outsourced staff may not be significant, what is clear is that 

they lack access to the penalty rates and ongoing job security that keeps workers and knowledge in the sector. We 

would further the point by raising the quality of work performed by outsourced as opposed to insourced staff, which 

has a broader impact on overall costs. 

ASU Members who deal with the oversight of such contracts report contractors deliberately doing more work than 

required, or having more staff than necessary, on jobs, in order to bill water corporations more for the work. They 

also report issues where the same contractor is responsible for both the upkeep and repair of infrastructure – a 

tendency to neglect basic maintenance in order to get a bigger payday when repairs become necessary.  

Not only does the water corporation not save money, but a system in which many people can be provided with 

secure ongoing jobs at decent wages is replaced by one in which business owners get rich, their staff suffer, and the 

water corporation budgets are no better off – expenditure is just shifted in the balance sheet to meet the absurd 

whims of the ESC. 
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21. To what extent do labour costs and/or industrial arrangements influence sourcing decisions?  

While labour costs and budget pressures may be used as an excuse for outsourcing decisions, it is clear in practice 

that they do not result in a saving for the corporation, but rather a shift in who is directly employed and whose job 

becomes precarious. 

An ASU Member described the example of a five-member mechanical electrical team, made up of 3 pump 

maintenance staff and 2 electricians, all paid at Band 2. This team was restructured and the services they provided 

contracted out, so that the direct maintenance work was done by contractors at even lower rates. In house, they 

were replaced by –  

A Band 1 Administrative Assistant who solely does invoices – a function previously performed by the team. 

Two Band 2 Technical Advisors whose function was to audit and oversee the physical works being carried out 

A Band 3 Planner who to look at the frequency of servicing and inspections of pump stations – a function previously 

performed by the team. 

A Band 3 Contract Administrator to manage the day-to-day compliance of the contract, ticket compliance etc 

A Band 4 Team Leader to solely manage the group above. 

To really lay out the absurdity of this arrangement, if we take the lowest rate at each band from a reflective water 

industry agreement, the corporation started with a team with the skills and knowledge to perform services in house, 

with wages of approximately $327,500. They were replaced with a bigger team, most of whom did not have specific 

water industry knowledge or any capacity to go out and rectify a fault, at a wage cost of approximately $420,000, 

PLUS the cost of the contract and the work itself, now being performed by workers on undoubtedly worse conditions 

while a private business owner makes a profit at ratepayers expense. 

22. How is the objective of quality and secure employment best given effect in decisions about insourcing and 

outsourcing?  

All jobs should be brought in house, which would enable staff to have access to: 

- State Government industrial & enterprise bargaining policy 

- Gender Equality Act 2020 provisions 

- Family violence leave, penalty arrangements, adequate sick leave 

- Workcover access and adequate OH&S protections 
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Further, bringing these services in-house would keep the remaining intellectual property and knowledge of the 

water industry in government hands, at a time when some workers describe serious concerns about the bare 

minimum skills that exist in some parts of the industry. 

23. Where outsourcing occurs, is the objective of quality and secure employment reflected in the tendering 

process, in the contractual arrangements and in contract management?  

Whether or not it is referenced in the tendering process, this objective is not being met in contract management, in 

many cases due to a partial or total lack of oversight of these matters. As described above, witnesses have described 

contractor providers charging water corporations overtime or after-hours fees while paying no such penalties to staff 

and to the total lack of training or qualifications of many contract staff. To repeat, this does not mean that water 

corporations are saving this money by outsourcing these services – they are often paying more than they would to 

deliver them in house – but that the owners of these agencies are making a profit off providing poor services and 

poor jobs. 

24. Are the labour standards and practices of sub-contractors monitored and regulated, if so how, and how 

effective are these arrangements?  

There is lip service paid to this when contracts are signed or preferred contractor status is given, but in practice no. 

Members describe the total lack of oversight, particularly for safety standards on jobs, with no internal staff 

responsible for ensuring that OH&S regulations are being met or doing spot checks on out of hours jobs. 

One ASU Member described the harrowing example of a worker who was hit in the back of the head with a backhoe 

bucket, and had an ambulance called by a colleague. As soon as their manager found out, they were forced to call 

and cancel the ambulance, another worker was ordered to drive him to the hospital, and he was told in no uncertain 

terms that he could not say this happened at work, that he would lose his job if he put in a Workcover claim, and 

that there would be no sick leave. 

Other members describe contracted staff commenting that they have been told they are not allowed to put in 

Workcover claims, and the total power that their employer has over their job and their safety, or horror stories of 

workers hanging on their knees from a shovel over a trench, risky activity that would never happen on insourced 

jobs. 

A significant factor in this, along with the desire by contractors to cut costs, is the lack of oversight around safety 

that is undertaken by water corporations, particularly on after hours or weekend jobs. Any oversight that exists is 

ineffective, and it puts people’s lives at risk. 


