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Few people and no politicians would understand the costs of the 
political parties’ energy policies. 

The ALP, Greens and Liberals each have lengthy statements 
explaining how their approach is smarter and would cost little and be 
supervised by a plethora of acronymic bodies to regulate, advise and 
judiciously dole out money. 

In estimating the costs of energy policies, the bottom line is: how much 
does it cost to replace fossil fuels with renewables and how much is 
involved in paying or regulating farmers and others to reduce 
emissions from land use? 

Electricity is the key focus. A market-based electricity supply system 
would give Australia the lowest costs in the world, largely as a result 
of our low-cost, low-sulphur and conveniently located coal resources. 
Such a system fully fuelled Australian electricity at the start of the 
millennium (and still accounts for 92 per cent of supply). It means 
highly reliable electricity generated at about $40 a megawatt hour. 

The cheapest renewable source is wind, which costs three times as 
much as coal at about $120 a megawatt hour; solar panels cost about 
half as much again. These renewable sources are also intrinsically 
unreliable, depending as they do on the vagaries of the weather (and 
solar cannot generate at night). 

Such unreliability means additional costs including back-up plant to 
fill the supply valleys and increased expenditure on poles and wires. 
These extra costs are mainly hidden since they are wrapped up in 
regulatory requirements. But they do end up in the electricity bills we 
pay. 

The costs of replacing fossil-fuel generation and, therefore, of energy 
policies can be calculated by estimating the enforced penetration of 
renewables into electricity supply and multiplying this by the premium 



required of renewables. If we add direct spending to this cost we can 
arrive at the economic losses from each political party’s program. 

Australia uses 250 million megawatt hours of electricity a year. With 
an unregulated market at $40 a megawatt hour, the generation of this is 
valued at about $10 billion a year. 

The Coalition policy is based on subsidies to renewable energy plus 
about $500 million a year for the Emissions Reduction Fund, which 
mainly pays farmers not to use their land productively. The Coalition’s 
2030 renewables target (including hydro) is 23 per cent of electricity. 
As this includes 8 per cent of commercial hydro, it means a 15 per cent 
share for low quality, high-cost renewables. That amounts to about 40 
million megawatt hours at an additional cost of more than $3bn a year. 
With the ERF and other measures, it means a cost of $4bn a year. 

The ALP’s centrepiece is a 50 per cent renewable share by 2030. The 
cost for the non-hydro renewables component (43 per cent) comes at 
an additional cost of $8.4bn a year. It is not clear that a stand-alone 
integrated network can operate using 43 per cent weather-dependent 
renewables and the policy would require considerable additional 
spending on back-up/transmission support. 

The ALP also has its own version of emission reductions from the land 
that involves regulating land use, unlike the Coalition’s policy of 
buying such emission reductions from land use via the ERF. The 
economic effect is similar and brings the ALP cost to $9bn and 
possibly $10bn a year. 

Both these policies are left in the jet stream of the methamphetamine-
powered policy offered by the Greens. The Greens’ policy requires 100 
per cent renewables by 2050 for electricity supply plus an increase in 
regulations over land and other development, measures that would 
return Australia to its pre-1788 living standards. The gradual 
development of the Greens’ policy means, however, that in the period 
to 2030 its costs differ little from the $9bn to $10bn a year estimated 
for the ALP. 

Other parties are a mixed bag. The Liberal Democrats suggest taking 
no mitigatory action against carbon dioxide emissions, a view shared 
by Bob Day of Family First. The Australian Liberty Alliance favours 
“sensible” wind and solar technology and calls for nuclear power and 
domestic gas. The Nick Xenophon Team favours a cap-and-trade 
carbon tax to meet an undefined target. 



Measures that increase costs will always have detrimental effects but 
they are especially injurious in the case of energy because of its 
indispensability to most productive activities. An impost that is largely 
confined to hitting consumers directly, such as the GST, is very 
different from one that raises production costs. 

Energy accounts for high percentages of costs of many products; 30 
per cent in the case of aluminium. Additional costs on tradeable goods 
mean the activities relocate overseas to jurisdictions that don’t levy 
emission reduction charges. This is being seen here and elsewhere with 
the aluminium and steel industries. Such relocations do not result in a 
net reduction in global emissions, they merely harm the economy that 
imposes the charges. 

Not only do few, if any, politicians understand the costs of the policy 
measures they are promoting, but few grasp that their impact in an 
interconnected world is very much diminished. 
 
	


