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Climate change context 
!  Generally worsening scientific

 prognosis for warming, impacts 
!  Increasing global emissions 
!  An evident weakening

 international response …but 
!  some growing national efforts 

The impact of the carbon price on industry 



Some good news… renewables 
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(UNEP/NEF, Global Trends in Renewable 
Energy Investment, 2011) 

A long history of energy policy with some efforts 
to address some environmental impacts   
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The complexity + scale of effective C action 
!  Almost all economic sectors have emissions 
!  Australian emissions amongst highest per-capita in the world, avoiding

 dangerous warming might require reductions of 90% by 2050 

The impact of the carbon price on industry 
(DCCEE, 2011) 
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Already many C based energy prices 
!  Energy highly valuable – vital roles, non-substitutable 

–  Not just a question of direct costs of extraction + conversion 

!  Potentially major differences b/n cost  and value 
!  Many of these costs +  

values are externalities  
unless addressed by govts 

!  Key externalities until now  
include social welfare,  
resources management,  
energy security, pollutants 

!  … now climate change 
and an environmental  
price on carbon in Aust.  

(ACCC, 2010) 
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NEM: Aust’s largest environmental (externalities) market 
The Australian 

National
 Electricity

 Market 

Coal-fired generation in 
NSW (2009-10): supplying 
>90% of state electricity 

$/MWh estimate 

Direct Long Run Marginal 
Cost (new plant) 

$50-55 (Acil Tasman report to 
AEMO, 2009) 

Direct Short Run Marginal 
Cost (fuel, variable O&M) 

$10-14 (Acil Tasman as 
above) 

External Health damage costs 
(PM10, SOx, NOx) 

$13 (mid-range estimate of 
ATSE Study, 2009) 

External Climate Change 
damage cost 

$65 (using estimate $75/tCO2 
in Stern Review, 2006) 

NEM environmental externality costs likely 
outweigh direct costs … but both outweighed by 

social externality benefits of ‘essential public good’ 

Can we reduce net costs (direct and environmental) 
whilst still achieving societal benefits? 

Possible industry responses 
!  General positioning 

–  Virtually all Australian industry stakeholders favour carbon price…
 debate instead revolves around what price, when and on who? 

–  Direct action alternatives increasingly derided  
!  Some key Industry options 

–  Seek to stay outside pricing regime 
!  Best carbon price is one you don’t pay but others do, subsidies possible

 however possible risks of other policies, sovereign risks 
–  Compensation 

!  Best carbon price is one that others pay for you, windfall profits also
 possible   …. however can this be maintained? 

–  Compliance 
!  Carbon just another cost of doing business, focus on core competencies

 … however underlying principle of emissions trading is that price
 increases until sufficient action occurs 
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Significant existing
 fossil-fuel
 subsidies in
 Australia 
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(The Australian Institute, 2011) 

 Compensation for some 
 Spending C revenue, related policies 
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(Clean Energy Plan, 2011) 
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A$50/tCO2e carbon price at
 emissions intensity of 1000tCO2e
/$m would add around $50k costs

 per $m revenue 

Compensation – based on trade exposure,
 energy intensity… and  political clout 

(Grattan Institute, 2010) 

Compliance only an option for many 
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(ESAA, Submission to AEMC DSP Issues Paper, 2011) 



Another industry option – engagement and
 innovation 

Now with some  
significant policy 
assistance on 
offer 
..and some major 
opportunities 
for leadership 
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Where do our best options lie? 

. 
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(ClimateWorks Australia, 2010) 



A price on carbon can play a valuable role... 
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(ClimateWorks Australia, 2010) 

… but has limitations 
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(ClimateWorks Australia, 2010) 



In conclusion 
!  The recently legislated Clean Energy Plan is a decade too

 late, clearly inadequate to the scale of the challenge and
 highly compromised… 

!  … and yet still a world leading opportunity for Australian
 industry to finally take serious action and seek international
 leadership in a global low carbon future 

!  The question is now 
–  Will the key Australian industries effectively engage and

 innovatively respond to this challenge, and opportunity? 
!  or continue to demand  subsidies, compensation,  a ‘low’ C price 

–  Will the political process continue to support them in doing
 so through ongoing coherent and comprehensive policy
 development and implementation?   
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Many of our publications are available at: 
www.ceem.unsw.edu.au   

Thank you…  and questions 


