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Overview
Economic growth has come at a cost
The costs of inaction are high
Action is affordable
Clean safe energy
We clearly need reform
Others are doing it, why can’t we?
3 bold ideas to think about



Economic growth has come at a cost



An environmental recession
Pressures on the environment have all increased 1951-2001
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Our priorities are wrong
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The cost of inaction is high

“Climate change is the greatest market 
failure the world has ever seen”

Sir Nicholas Stern



Stern Report
First comprehensive assessment of the costs 
of the impacts of climate change
Up to $9 trillion (20% global GDP)
Doesn’t include costs of biodiversity loss
Compared to 1% off GDP for action to 
reduce global emissions by 60%
A$110/t = true cost of carbon pollution

Eg. Hazelwood emissions = $1.9 bn



Australia will be hit hard
More severe and frequent droughts 
Drought cut 1.6 per cent off GDP in 2003 and 
will wipe $6bn from farm production this year
Fire danger is set to increase, especially in SE 
Australia - 2003 Canberra bushfires cost $342m
Category 5 cyclones are projected to become 
more frequent - Cyclone Larry cost > $1bn
A 3°C rise will destroy almost the entire Great 
Barrier Reef – worth >$2bn to the economy.



The Murray Darling is at risk
The Murray Darling is already stressed and 
needs at least 1500GL to restore its health
Current policies are to restore 500GL
Climate change is expected to reduce in-flow by 
16% to 48% if we don’t act to cut emissions
Climate change exacerbates other threats 
(thirsty trees, new farm dams, bushfires and 
irrigation – reducing flows by up to 25%)
River water will become more scarce, less 
reliable and more expensive.



Action is affordable



Business Roundtable on Climate Change
60% reductions in emissions
GDP grows strongly at 2.15% p.a. to 2050, rather 
than 2.2% p.a.
6% of GDP in 2050, but late action costs 13%

Economic impacts – real GDP ($B 2005)
Source: The Allen Consulting Group (2006)

Emissions – deep cuts Minimal impact on GDP



Costs are invariably overstated
Catalytic converters - industry claimed costs 
over $1000, in fact - $100 each - with better fuel 
efficiency and annual health savings in UK 
alone of $5bn

Sulphur dioxide trading in US to stop acid rain 
– claims of 25-30% increase in electricity prices, 
in fact they had no significant impact on prices 
with $125 million in health benefits

Regulations to clean up US coal mining -
industry claimed $6-$12/t, in fact < $1



We need to unleash innovation

If you ask an engineer to do something,
all you get is problems, 

If you tell an engineer, 
all you get are solutions



Clean safe energy



Energy efficiency – smarter use
National Framework on Energy Efficiency
If half the opportunities were taken up:

GDP would be $1.8 billion higher 
9,000 new jobs would be created
Energy use would drop by 9% 
Emissions from stationary energy would 
drop by 9% 



Clean renewable energy
We can use up to 30% of renewable 
energy before intermittency is an issue 
(not including hydro)
Geothermal, wave and tidal can all 
provide base load now, solar thermal 
with geo-storage is looking promising
There is currently no coal plant that can 
provide base load with zero emissions



Nuclear is not the answer
Nuclear is too dirty, too dangerous and too slow
A price on carbon might make it more economic, 
but won’t solve waste and proliferation
The ongoing costs of decommissioning and 
waste don’t make it onto the balance sheet, but 
they are real and last tens of thousands of years
Don’t solve one problem by creating another –
a dangerous legacy to future generations



We clearly need reform



Fringe benefits tax
$1.2 billion revenue foregone in 2006-07
Corporate car fleets have an incentive to 
drive further
ACOSS identified it as one of the top ten 
transfers of wealth from poor to rich
Institute of Chartered Accountants say its 
out of date
Remove and invest in public transport



Assistance to the car industry
$570 million this year to manufacture 
large cars that fewer people buy
Australian cars are some of the least 
efficient on Australian roads
Preferential treatment of 4WDs – lower 
safety requirements and lower tariffs



Technology focus
$2 billion in climate funding over 20 years
Compares to $30 billion in new energy 
infrastructure needed in next 15 years
Money for research and development is 
good, but useless on its own
Without mandatory standards or price 
signals new technology will not be used



Others are doing it, why can’t we?

“The EU, California and China are among 
those with the most ambitious policies that 
will reduce greenhouse gas emissions”

Sir Nicholas Stern



EU
EU Emissions trading scheme 

started 1 January 2005 
covers 11 500 industrial sites 
covers almost half of EU emissions 

Mandatory fuel efficiency standards 
Many EU states have feed-in laws for 
renewable energy
Developing energy efficiency targets



California
Emission reduction targets to:

Stabilise emissions at 1990 levels by 2010 
Cut emissions by 80% by 2050 

33% renewable energy target by 2020
Solar roof initiative to put 1 million PV 
systems on California roofs
Plans to link to EU trading scheme



China
China has a renewable energy target of 
15% by 2020 (including hydro)
Government funds of US$180 billion to 
develop renewable energy to 2020
Mandatory fuel efficiency standards for 
new cars



3 bold ideas to think about



Sustainability reform
New wave of COAG reform - similar to 
National Competition policy
Establish a sustainability commission 
Implement a charter for achieving a 
sustainable Australia within a generation
Systematic reform to remove perverse 
subsidies, establish the markets for 
sustainability and move to zero emissions



Make polluters pay
Emissions trading to cut pollution by 
60-90% below 1990 levels by 2050
Set a 2020 target to set us on the path
Don’t over-allocate – every 1% over, will 
cost $500 m every year to buy back 
Maximise coverage to minimise costs
Auction permits to avoid wealth transfer 
Penalty at AUD $110/t to reflect true costs



Why not free public transport?
Cut the costs of ticketing and inspectors
Fund through a levy that is linked to access to 
public transport 
Progressive and effective
Changes the marginal cost you face as  you 
walk out the door
Pay for transport or for others to be off the road
$1.2 billion investment per year into public 
transport



Further information

Don Henry
d.henry@acfonline.org.au
www.acfonline.org.au
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