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The debate on renewable energy has been with us for decades. Always promising to deliver competitive electricity, it 

has never achieved it.  

The issue has had its media profile lifted as a result of the government instructing its green energy bank, the Clean Energy 

Finance Corporation, to stop investing in wind and rooftop solar energy. These are established technologies that already 
receive a subsidy worth $52 per megawatt hour through the mandatory renewable energy certificates. 

This means wind generators get a price for their energy that is more than twice that of commercially supplied sources 

including coal, gas and hydro. The CEFC provides further support through its loans on concessional terms. 

The government’s instruction to the CEFC follows parliament’s agreement to maintain the renewable energy subsidy for up 

to 33,000 gigawatt hours a year of (mainly) wind energy, plus about 12,000 GWh of rooftop solar.  Including the established 

and unsubsidised hydro schemes, this means renewable energy accounting for 23 per cent to 24 per cent of total supply by 
2020. That is more than the 20 per cent set by the Rudd government in its 2007 target. 

The REC at its present price means a subsidy of $2.5 billion a year — almost enough to fund a small car for every teenager 
turning 18. And the effective price could easily rise from $52 to $92 per megawatt hour. 

Many Coalition MPs want to eliminate the wasteful renewable subsidy, while the government has made no bones about 

wishing to see the CEFC close its doors. 

Unfortunately, this is thwarted by opposition within the Senate, supported by the wide-eyed belief of many media 

commentators who see renewable energy as being low-cost and paving the way to a new energy future. 

The lower cost myth is fuelled by the renewable energy industry with modelling that shows the obvious: if a good is heavily 

subsidised it lowers prices of similar goods. Thus the subsidy for renewables drives down the spot price of all electricity 
because established power stations have to keep running. But when the existing solar power stations close, prices skyrocket. 

Environment Minister Greg Hunt has said he wishes to redirect CEFC funding away from wind and rooftop solar, which 

account for 30 per cent of its pipeline of new investments, into innovative emerging technologies. These include wave 
power, large-scale solar facilities, and perhaps the already heavily funded carbon capture and storage. 

The CEFC would rather concentrate on proposals with a less uncertain return. And it has a point, as it is unlikely that any of 

the exotic innovative and emerging technologies will make a commercial return.  Large-scale solar facilities are at least 50 

per cent dearer than wind, while the oceans will be no more likely than the atmosphere to be harnessed to produce energy 

economically. And carbon capture and storage as a technology has not even emerged from the test tube, let alone offered any 
indication of commerciality. 

There is an irrepressible optimism about new energy technologies that experience has failed to embitter. Back in 1986, the 

American Wind Energy Association predicted that by 1990 wind would be California’s lowest cost source of energy. 

Christopher Flavin, the former president of the Worldwatch Institute and doyen of the green energy fraternity, claimed in 

1984 that wind farms would need no subsidies within a few years, as wind would soon be cheaper than fossil fuel-generated 
electricity. 

The ALP government-funded ClimateWorks only five years ago suggested that at a price of $9 a tonne of carbon dioxide, 
fully 24 per cent of industry emissions could be eliminated. Even at a price of more than $50, we are nowhere near this. 

Some maintain that all we need is for subsidies to offer a leg-up to promising industries that will then stand on their own two 

feet. But as far as the new technologies are concerned, Australia has a sad history of funding “infant industries” that assured 
the gullible paymasters they would soon sprout into full-fledged virile adults. 

All of them failed — textiles, clothing, cars, chemicals, wind turbine blades. Not a success story in sight. 

Australia cannot afford the costs of backing losers and subsidising high-cost technologies even if they have well-funded 

lobbying resources and tug at the hearts of a naive media. The government needs to cease financial support and technology 

winner-picking, thereby lowering regulatory and budget costs. 
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