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 Summary 

 The balance of probability strongly points to the occurrence of climate change, 
with human activity being a major factor. 

 Unless this is addressed, the ramifications are likely to be serious to 
catastrophic on a global scale. 

 A response will be more effective the sooner it commences. 

 There are strong Christian reasons supporting action on this in terms of 
preventing or reducing the adverse impact on future generations, and in terms 
of planet stewardship. 

 Garnaut describes is as a “diabolical policy problem” because it has many 
uncertainties, is long term, is a creeping problem, is a global problem, but 
needs a solution soon. 

 Despite the magnitude of the problem, there are many technical contributors 
which cumulatively can address the problem.  But it will mean higher costs - 
as carbon has not been costed into the economy before.  And it will mean 
substantial economic changes, and possibly unprecedented levels of global 
cooperation. 

 The Australian Government has committed a substantial amount of work in 
seeking a policy approach to the problem domestically, and taking this to other 
nations particularly at Copenhagen late this year. 

 The approach centres around a Carbon Pollution Reduction Scheme – 
essentially an emissions trading scheme with measures for cap and trade, for 
compensation and so on.  The scheme could be linked in with a global scheme 
when developed. 

 The Government approach is broadly supported. 

 Start time and revised target levels are supported. 

 However, legislation should not be passed before there is resolution of 
compensation/assistance measures.   

 Similarly, many complementary measures need to be in place to make 
the scheme more effective. 

 Assistance for coal-fired generation seems questionable. 
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 The development of a proactive position to take to Copenhagen is well 
advanced.

 
• Bill Frilay is a member of Social Policy Connections and prepared its submission in February to the 
Parliamentary Inquiry into Nuclear Non-Proliferation and Disarmament.  

1 Thanks to Drs Pat James, Bruce Duncan and Paul Rule for their help and suggestions for this paper.  
In particular, Paul wrote the section relating to Genesis in Section 1. 

 



Proposed Position on climate change 

 

 Addressing climate change is important for both pragmatic and altruistic 
(including Christian) reasons. 

 Solutions are available, but there will be extra costs involved. 

 The general scheme advocated by the Australian Government is supported.   

 However, there needs to be proper consideration of complementary 
measures.  These may occur over the coming months. 

 The Emissions Trading Scheme (ETS) alone will not be sufficient.  
Complementary measures will be needed.  The Federal Budget of May 
2009 announced $3.9 billion for such purposes – as to what extent this 
will cover everything is not clear. 

 Australia passing legislation and commencing in July 2011 is supported 
provided that energy-intensive trade-exposed industries are compensated 
during this initial period. 

 There will be assistance to lower-income groups.  However, this needs to 
be targeted as we as a community need to adapt to a higher cost regime. 

 Assistance for five years for the coal-fired electricity sector is questioned.  
If the cost of carbon is to be fully incorporated into the economy, then let 
this occur.  This will flow through to consumers.  Assisting the largest 
sector – albeit for a transmission period – seems to contradict the aim of 
the exercise. 

 Developing countries are reported to be more exposed to climate change 
than developed nations.  This provides further incentive to proceed both 
domestically and internationally.  An aspect of the revised (but 
conditional) Australian policy which may assist here is the proposal to 
purchase international credits for the protection of rainforests in 
developing countries.  Further aspects regarding developing countries are 
likely to arise at the Copenhagen Conference.  Overseas aid could give 
greater emphasis to emissions reductions in developing countries. 

 Developing countries will need fast-track help from developed countries to 
adapt to climate change.  
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1. Climate Change and a Christian Perspective 

 The world faces an unprecedented challenge. Scientists almost universally have concluded 
that global temperatures are rising.  

To quote from the Garnaut Climate Change Review Final Report (30 Sept 2008): “[O]n the 
balance of probabilities and not as a matter of belief, the majority opinion of Australian and 
international scientific communities that human activities resulted in substantial global 
warming from the mid 20th century, and that continued growth in greenhouse gas 
concentrations caused by human induced emissions would generate high risks of dangerous 
climate change.”2 

 This general view is that the ramifications if not addressed are very serious to catastrophic, in 
terms of increased temperature of the order of 5 degrees Celsius on average; changes in 
weather patterns for agriculture; impact on the ecology; increased violent storm activity and 
the damage to life and property from this; the impact on the world’s poor; and rising sea 
levels and their impact on small island 
states and coastal areas.  

What seems not in dispute is that 
global temperatures appear to be 
rising.  There is a minority view 
that this is not due to human causes, 
i.e. fluctuations have taken place 
for thousands of years, and this may 
simply be due to that.  One of the 
criticisms by this minority view 
relates to the accuracy of the 
forecasting models.  Garnaut, while 
adopting the majority view, stresses 
the uncertainties surrounding this 
issue.         Drought in Australia. Courtesy Georgie Sharp. flickr. 

Whether the temperature rise is due to human activity probably will not be absolutely proven 
for some time.  The problem is that, if it is correct, by then it may be too late to take effective 
action.  There is a lagging effect in that the real impacts will show after around 2030.  Further, 
there is concern that there could be a tipping point, i.e. a sudden and severe impact at around 
that time.3  At the very least, the cost of addressing the issue later would be far greater than 
addressing it now.   

Thus the world can wait to see if it happens (by which time it is too late to do something 
about it), or try to address the issue now, when there is still some uncertainty about it.  To 
draw upon probability and the concept of expectance, the logical outcome is to take action 

                                                 

2 Final Report of Garnaut Climate Change Review, 30 September 2008, Ch. 2,”Key Points”. Garnaut 
notes (2.15 of Garnaut) that the IPCC 4th Assessment Report concluded that warming is “unequivocal” 
and that there is greater than 90 per cent chance that “the global average net effect of human activity 
since 1750 has been statistically one of warming”. 

3 Garnaut: 4.4.1 
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now to address the issue.  The downside of the problem if correct (as seems likely) is too 
great not to address it. 

Garnaut has described this as a “diabolical policy 
problem” and “harder than any other issue …. that 
has come before our polity in living memory”4  for 
the following reasons: 

 it is uncertain 

 it is a creeping problem – insidious at 
this stage and not yet confrontational 

 it is long term rather than immediate 

 it requires a global approach rather than 
a national approach, and 

 while it will play out over decades, the 
system must be put in place in the 
coming years. 

Garnaut also notes there is great potential for a 
“prisoner’s dilemma”, that is, a country can gain 
advantage over others by allowing others to address 
the problem, while that country does nothing yet 

Courtesy ‘Rob’, flickr.   gains the climate benefits as well as a   
       competitive economic advantage. 

Because of these huge difficulties and costs and the creeping nature of the problem, it is 
politically very tempting to delay action.  It is like the saying attributed to St Augustine: 
“Lord, make me chaste – but not yet.” 

If we accept that Greenhouse Gas (GHG) emissions are a contributor to the problem, there are 
other aspects.  

Firstly, GHG emissions generally increase with growth in GDP, although they will plateau at 
a certain point.5  This means that developed countries are the prime emitters of GHG gases.  
Secondly, while they will accept the inevitable higher costs in abatement, these developed 
countries will not accept a significant lowering of living standards to reduce GHG emissions.  
Thirdly, developing countries - China and India in particular - are rapidly gaining in economic 
terms.  They will not accept (nor of course should they) holding back development for the 
sake of keeping GHG emissions down for the benefit of the globe in general.  Indeed some of 
them could argue that “you caused the problem, so you fix it.” 

 Looking at it from a Christian perspective: 

We are stewards of the planet. Genesis 1:26 has sometimes been read as authorising exploitation of 
nature but when read in conjunction with the rest of the creation narrative it is responsibility for 

                                                 

4 Garnaut Final Report, Introduction, p. xviii. 

5 The relationship is like an S curve.  A nation’s emissions rise slowly with GDP at first, then steeply as 
development or industrialisation occurs (China is a good example), and then start to level off. 
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nature and interdependence with it that emerges. The Bible, as demonstrated by the Earth Bible 
project initiated in Australia, provides us with many other valuable perspectives on the land: 
dependence on and identity with the land, cosmic redemption and human cooperation with this 
process.6 And there is much serious Christian thinking, again much here in Australia, on what has 
been called ‘ecojustice’. Christian saints such as Francis of Assisi and poets such as Gerard Manley 
Hopkins have presented a Christian vision of our involvement with the fate of the whole of the 
natural world. 

• Future generations will suffer if we are negligent.  This alone should focus our 
minds.  In the Sermon on the Mount, Jesus exhorts us to “do for others what you 
want them to do for you”.7 He goes on to exhort us to love our enemies, noting it 
is easy to love our friends.  In the case of climate change, we are talking not 
about enemies but about our children, and our children’s children.  Would we 
wish a catastrophe as our legacy to them? There is both an obvious Christian 
perspective and a natural pragmatic impetus to address this issue.    

• The problem needs to be addressed globally – no particular sector or region  - 
whether developing countries etc – should be disadvantaged per se by this.  And 
in particular, the developing world should not be unfairly penalised.  Again, 
obvious Christian values apply. 

• It is an opportunity for the globe to act as one. 

• At the same time, it does not mean a decline in living standards for humankind.  
This does not mean that technology rules all, dictates the terms or takes away the 
human spirit.  Rather, it is the reverse.  Technology - and economics – must serve 
people.  And by and large it has been hugely successful at this in lifting the world 
from grinding poverty, disease and short life expectancies, and can continue to do 
so.8   

This is not to deny – as Garnaut eloquently describes - the huge difficulty of addressing the 
problem.  It involves every nation - not just the developed nations - and will in time require 
the commitment of all of those nations.  And it will be expensive. 

2. Can Climate Change be addressed or is it too hard? 

At its heart, the issue is: can the world continue to develop economically9, but with a 
significantly or much lower carbon footprint? 

The following graph from Garnaut portrays the challenge.  The blue line shows the business-
as-usual (ie no action taken on carbon emissions) trend line.  The 550 ppm (parts per million 
CO2 equivalent) and 450 ppm leveling off lines show what the world would need to do to 
limit the impact of human-based global warming.  The 450 ppm level would achieve a better 
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6 Five volumes have been published with three supplementary volumes under the general editorship of 
Professor Norman Habel of Adelaide and sponsored by the Charles Strong Memorial Trust. 

7 Mt:7:12; Lk: 6, 31 

8 The corollary of this is if a particular technology does not do this – for example nuclear weapons or at 
another level, many computer games – then it should be discarded. 

9 This assumes this is desirable.  I think especially for the developing world they wish it. 

 



outcome (e.g. in terms of saving more of the Great Barrier Reef) but is more difficult and 
therefore costlier to achieve.  Even pursuit of these levels would still see some warming.  

Source: Ch. 4 of Garnaut Climate Change Review Final Report. 

 The world can achieve either of the 550 or 450 ppm levels.  The following describes this 
conceptually. 

 2.1              A Conceptual Approach – the Princeton Wedges 

An approach known as the Princeton CMI Wedge Stabilisation Concept is a well known way 
of approaching this issue (note: the diagrams and much of the information in this section is 
taken from the website http://www.princeton.edu/wedges/ ).    

Robert H Socolow and Stephen W Pacala of Princeton University developed the concept.  
The impetus for this apparently came after the then US Secretary for Energy dismissed the 
idea of capping GHG emissions because reportedly there were no ready-to-use technologies 
that could do the job. 

Their aim was to examine if emissions could be capped using existing technologies. 
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Note: The diagrams in this section are from the Princeton Wedges website 

  

Drawing from the Princeton/CMI approach we can summarise: 

• Currently, the world is emitting the equivalent of 7 billion tonnes of carbon a 
year.  This is an increase from 1.6 billion tonnes in 1950.   

• Projections without some form of intervention put emissions at about 16 billion 
tonnes a year by mid-century. 

• To at least keep the impact of climate change to tolerable levels, emissions need 
to level off at about 8 billion tonnes a year.  This is equivalent to a CO2 
atmospheric concentration of about 560 ppm.  Garnaut’s choices were 450 ppm 
and 550 ppm.  

• This means abating up to 8 billion tonnes of carbon a year by 2050. 

 For a particular technology on its own, this is an insuperable task.  But the Princeton CMI 
approach is to split the “stabilisation triangle” into eight wedges each accounting for 1 billion 
tonnes a year. 
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The point they make is that a range of existing technologies can be utilised to achieve this 
target of 1 billion tonnes a year.  Each of these eight components of the triangle is called a 
wedge.  A characteristic of a wedge is that its contribution is low to begin with, but it builds 
up to 1 billion tonnes a year over half a century. 

Socolow and Pacala then looked at existing possible technologies that could make a wedge 
contribution.  These are shown in the following table developed by them. 

Princeton Wedge List of Technologies/targets 

End User Efficiency and Conservation 

 Double the efficiency of today’s electricity capacity. 

 Double car fuel efficiency or halve the kilometers traveled (each of these is one 
wedge). 

 Use best efficiency practices in all residential and commercial buildings to cut 
electricity use by 25% (e.g. replacing all incandescent lights with compact 
fluorescent lamps (CFLs) is equivalent to a quarter of a wedge). 

Power Generation 

 Raise efficiency at 1600 large coal-fired plants from 40 to 60%. 

 Substitute 1400 natural gas plants for coal-fired plants. 
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Carbon Capture and Storage (CCS) 

 Implement CCS at 800 coal-fired plants or their equivalent. 

 Install CCS at coal plants that produce hydrogen for 1.5 billion vehicles. 

 Install CCS at coal-to-syngas plants. 

Nuclear Fission 

 Triple the world’s nuclear capacity by 2050   

Renewable Fuels and Electricity 

 Install 1 million 2MW wind generators to replace coal-based electricity. 

 Install 20,000 sq kilometers of photovoltaic cells by 2050. 

 Increase wind power 80-fold to make hydrogen for cars. 

 Scale up biofuels production by 30 times by 2054. 

Forest and Soil Storage 

 Stop all deforestation 

 Expand conservation tillage to 100% of cropland. 

NB: Each bullet point represents the equivalent of 1 wedge or 1 billion tonnes a year CO2 
saved from the business-as-usual case 

 2.2 Comment on the Technologies 

There is an array of technologies.  As Socolow and Pacala point out, no one technology at this 
stage could achieve the target.  So options need to be as wide as practicable.   

Renewables are a very important part of the mix.  But at this stage they cannot meet all of our 
energy needs.  At our home we have 2.7 kW installed capacity of solar PV cells.  On a warm 
day in summer they produce up to 19 kWh of electricity per day.  On a cloudy or foggy  day 
in winter, they only produce 2-3 kWh/day.  And of course at night they do not produce at all.  
We also have solar hot water which is also good (the mains booster is off from November to 
April) but is less effective obviously in winter.  The same limitations apply for wind during 
wind droughts.  At least for the foreseeable future they will have to operate in conjunction 
with or complementary to base-load grid energy – i.e. coal, gas or nuclear-generated 
electricity. 

The great potential for “clean coal” is carbon capture and sequestration (CCS), where the coal 
is processed to produce hydrogen and CO2.  The hydrogen is used to generate power or for 
other purposes and the CO2 is sequestered in geological dome structures, typically those 
which contain or contained hydrocarbons – where over a very long period under pressure it is 
converted naturally into calcium carbonate.  The process to produce hydrogen is well known.  
Many companies have been extracting oil and gas from geological structures for about 100 
years.  It is difficult to believe that they cannot do this in reverse.  The potential for GHG 
savings here is very substantial.   
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 The irony of nuclear is that, while it has been to the fore on environmental matters for over 
30 years, it provides one of the solutions to climate change.  A comparative life-cycle analysis 
by the University of Sydney in 2006 for the Commonwealth Department of the Prime 
Minister and Cabinet showed only wind and hydroelectricity (and there are very limited sites 
for that) to have lower energy and greenhouse intensities. Solar photovoltaics were higher, 
and traditional fossil-fuel technologies were far higher.10   

The use of nuclear energy would as an absolute prerequisite be subject to strict controls 
including that on the nuclear fuel cycle, on the treatment of waste, and on operational safety. 
The need to go down this path in Australia seems unlikely for the foreseeable future. 

The Princeton approach is conceptual. Its value is in showing a way.  These are 15 
approaches.  One could quibble about some of these – some could be used much more than 
others – but there is also the saving grace that there can be other technologies and options to 
be added. 

The conclusion then is that solutions, even using existing technology, are available.  But the 
longer we delay, the harder it will be. 

However, of course, there will be a monetary cost to all of us in meeting the challenge.  This 
is because up till now, carbon has not been costed into the system.  There has been no charge 
in emitting CO2 (or methane).  It is invisible to the naked eye, and no action has been 
taken.11[11]  If we are to address this, the full cost of these emissions – whether from electricity 
power stations, from cars, or methane from cows - must be taken into account.   

Having said this, overall there is a great benefit.  There is a benefit to the world - developed 
and developing nations - by limiting the longer term cost of climate change.  And by moving 
to include the cost of carbon in the system, we will be reflecting true costs, which to date we 
have not been doing. 

3.      What has the Government done? 

The Government has pursued a very sustained and detailed approach to this issue. 

 First through the Garnaut Climate Change Review which commenced in April 
2007 when the current Government was in opposition .  Garnaut’s draft report 
was released in June 2008, and the final report in September 2008.   

 Then through the Government’s own study – the Carbon Pollution Reduction 
Scheme – the Green Paper for which was released as a discussion paper inviting 
comment in July 2008.  The White Paper ,“Carbon Pollution Reduction Scheme: 
Australia’s Low Pollution Future”, comprising the Government’s decisions, was 
released in December 2008. 

 On 4 May 2009, the Government announced significant changes to its plans. 

 Legislation is currently before Parliament. 
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10 “Life-Cycle Energy Balance and Greenhouse Gas Emissions of nuclear Energy in Australia” A study 
undertaken for the Department of the Prime Minister and Cabinet by Integrated Sustainability Analysis, 
University of Sydney (Nov 2006) p.8 et al. 

11 Those belching images from power generators are not GHG emissions – they are steam.  CO2 is 
being emitted, but it is invisible.  

 



For their part, the Opposition and the minor parties have strong views which differ in varying 
degree to the Government’s.  

3.1 The Government’s White Paper, December 200812 

Reflecting the complex and ground-breaking policy nature of this initiative, the White Paper 
of December 2008 ran to about 1000 pages in length.  It set out the Government’s decision.   

The key points were these: 

 The Government broadly accepted the Garnaut recommendations. 

 Rather than wait for the world to act, Australia should take action.  This requires 
fundamental economic change to put a cost on carbon pollution. 

 A national target of  5% to 15% GHG cuts by 2020 over 2000 levels (the 15% being 
if there is a global agreement with long-term commitments for 450 ppm CO2 
equivalent (CO2-e), with a long-term 2050 goal of 60% reduction over 2000 levels.   

o Because of a 45% population growth between 1990 and 2020, the target 
reduction translates to a 34-41% reduction per capita over 1990-2020. 

 The Government’s intention is to commence a Carbon Pollution Reduction Scheme 
(CPRS) – i.e. an Emissions Trading Scheme (ETS) - on 1 July 2010, applying to 
entities with a facility that emits 25,000 tonnes or more of CO2-e a year. 

 Scheme Coverage: 
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o All GHG gases will be covered. 

 

12 This is a very detailed paper. See White Paper Executive Summary for details: 
http://www.climatechange.gov.au/whitepaper/report/pubs/doc/V100eExecutiveSummary.doc 

Mechanics of a cap and trade scheme 

Emitters of greenhouse gases need to acquire a permit for every tonne of greenhouse gas that 
they emit. 

The quantity of emissions produced by firms will be monitored, reported and audited. 

At the end of each year, each liable entity will need to surrender a permit for every tonne of 
emissions that they produced in that year. 

The number of permits issued by the Government in each year will be limited. 

Firms will compete to purchase the number of permits that they require. Firms that value the 
permits most highly will be prepared to pay most for them, either at auction or on a secondary 
trading market. For some firms, it will be cheaper to reduce emissions than to buy permits. 

Certain categories of firms will receive an administrative allocation of permits, as a 
transitional assistance measure. Those firms could use the permits or sell them. 

Source: White Paper Executive Summary 

  

 



o Stationary power (primarily electricity generation) and transport will be 
covered.  Agriculture, while desirable to be covered, will not be covered 
because of the very large number of entities involved - this will be 
reviewed in 2013 and the potential for this examined in the meantime. 

o Reforestation will be included in the Scheme on a voluntary basis. 
Deforestation will not be included as the amount of deforestation has 
diminished. 

o The Government will consider the scope for domestic offsets in 2013. 

o Overall, about 75% of emissions will be covered initially, impacting on 
1000 entities ie those entities which emit 25,000 tonnes of CO2-e or more  
(note there are 7.6 million business entities in Australia). 

 Scheme Modus Operandi 

o The Government will set the scheme caps for five years ahead. 

o Wile the scheme will be designed to mesh in with international trading, 
initially trade will be domestic. 

o Permits will be sold by auction each year. 

o Teasury modeling suggests carbon prices of the order of $23/tonne at the 
550 ppm level, but this would rise to about double at 450 ppm level. 

 Assistance 

 The revenues raised from the auction process (estimated at $12 billion a 
year) will be used to provide assistance. 

 Transitional assistance will be available to households. 

 Assistance will be provided to emissions-intensive trade-exposed (EITE) 
industries.  The rationale for this is to reduce the likelihood of carbon 
leakage, and to provide transitional assistance.  Assistance will be by way 
of 60% or 90% of permits to be free, but this assistance will be reduced 
over time. 

 Assistance will be provided to strongly affected industries.  These are 
defined as emissions intensive but non-trade exposed, with significant 
sunk costs and with inability to pass on emissions and therefore potential 
loss of assets.  Coal-fired electricity generation is the only industry 
defined in this category. 

 Assistance for carbon capture and storage (CCS) projects will be through 
the National Low Emissions Coal Initiative and the Global Carbon 
Capture and Storage Initiative. 

 Structural Adjustment Assistance to regions dependent on coal-fired 
electricity generation will be through the Climate Change Action Fund 
where required.  Limited direct assistance to generators will be provided 
through the Electricity Generation Adjustment Scheme.  The 
Government will also provide limited assistance through the allocation of 
permits valued at around $3.9 billion.  This assistance will be for five 
years. 

 Direct cash assistance to low- and middle-income households will 
coincide with increases in the cost of living. 
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 Fuel excise will be reduced by the equivalent of the carbon price for the 
first three years. 

 Complementary measures in line with the overall objectives may be 
introduced. 

3.2 Government Changes – 4 May 2009 

On 4 May 2009, Prime Minister Rudd together with the Minister for Climate Change, Senator 
Penny Wong, announced changes to the Government’s approach. 

The Prime Minister said these changes were in response to changes in the global economy 
and the impact of the global economic recession; the need to provide maximum impetus for a 
strong outcome at the Copenhagen meeting due at the end of 2009; and  to provide business 
certainty and investment certainty for the future, and therefore to conclude these 
arrangements.  

The changes are13: 

(a) Start up Delays and Aid to Business 

• The start date of the Carbon Pollution Reduction Scheme will be delayed one 
year to commence from 1 July 2011.  

• To further assist business a one-year fixed price period will apply until 1 July 
2012 and we will then have a floating price through the full operation of the 
scheme from 1 July 2013. 

• During the fixed price phase an unlimited number of permits will be issued to 
liable companies at a price of $10 per tonne. 

• A new global recession buffer will be provided as part of the assistance package 
for emissions-intensive trade-exposed industries. Industries eligible for 60 per 
cent of assistance will receive a 10 per cent buffer for a finite period, while 
industries eligible for 90 per cent assistance will receive a five per cent buffer for  
finite period.14 Eligible businesses will receive funding to undertake energy 
efficiency measures from 1 July 2009. 

(b) 2020 Reduction Target 

• The Australian Government remains committed to reducing carbon pollution by 
five per cent against 2000 levels by 2020, regardless of action taken 
internationally.  

13

                                                 

13 This section largely quotes directly from what the PM announced at the news conference on 4 May 
2009. 

14 The assistance referred to would be regarded as compensation by the industry.  Under the scheme 
proposed last December EITE companies would receive either 60% or 90% of their permits at no cost.  
The May changes will lift these to 66% and to 95%. 

 



• It retains its commitment to reduce emissions by up to 15 per cent of 2000 levels 
by 2020 in the context of a global agreement15 that falls short of the 450 parts per 
million outcome but satisfies criteria already specified in the White Paper. 

• It now commits to reduce carbon pollution by 25 per cent by 2000 levels by 2020 
if the world agrees to an ambitious global deal to stabilise levels of CO2 
equivalent in the atmosphere by at least 450 parts per million by 2050. This 450 
parts per million outcome is an outcome consistent with Australia having the 
prospect of saving the Barrier Reef.  If this occurs, the Government further 
commits to realising up to five per cent of that 25 per cent by the Government 
purchasing international credits including investment in the protection of 
international forests.16 

(c) Households and the Australian Carbon Trust 

• An Australian Carbon Trust is to be established to allow households to do their 
bit by investing directly in reducing Australia’s emissions and to drive energy 
efficiency in buildings.  Individuals and households will be able to calculate their 
energy use at home and pledge contributions to the $25 million plus energy 
efficiency savings fund to effectively offset their emissions. Individuals will be 
able to calculate their energy use and establish the savings they could achieve 
with a more energy efficient home. A household or individual could then make a 
tax deductible donation to the pledge fund, which the pledge fund would use to 
buy and cancel carbon pollution permits equivalent to that level of energy use.  
Because the pledge fund will pool pledges, even small amounts can contribute to 
making a big difference overall.  

• Also, as part of the Australian Carbon Trust, the Government will provide $50 
million in seed funding to the energy efficiency trust to promote energy 
efficiency in commercial buildings and in wider business operations. The trust 
will bring together public seed funding, business skills and technical knowledge 
to leverage investment in energy efficiency projects. By demonstrating and 
showcasing commercially viable energy efficiency opportunities, the trust will 
promote the benefits of energy efficiency. In addition the Government will take 
into account the contribution of individual households that purchase accredited 
GreenPower in setting the Carbon Pollution Reduction Scheme caps.17 

The changes announced are major and carry with them a “something for everyone” aspect.  
The delay is regrettable, but perhaps understandable.  While it is for one year, in a sense it is 
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15 What constitutes a global agreement?  It is hardly likely to be all countries.  Is it a majority of 
developed countries plus China, India, Russia and Brazil as a minimum?  This will need to be clarified. 

16 The cost of this was not disclosed in the news conference. 

17 At the news conference, the PM gave the following example: “On the question of the energy 
efficiency Trust, let me just give you one quick example as to how that would work. The Trust could 
identify lighting improvements for example in the business that would cost $2 million to undertake. 
The Trust would cover this $2 million cost with the business contributing nothing upfront. The 
business could then pass the energy cost savings from the lighting improvements back to the Trust at a 
commercial rate until the full $2 million is paid back to the Trust over time. Once the $2 million is paid 
back the business keeps the ongoing savings which it has achieved.” 

 



for two, as with the $10 price, the first year will be almost a practice one with unlimited 
permits – the $10 fee will be effectively a carbon tax for that year. 

But this is offset by the stronger targets being set.  There was much criticism of the “soft” 
targets previously set.  However, there are conditionally much stronger targets, subject to the 
world agreeing to a 450 ppm CO2 equivalent target.  This is a strong target.  It does also set a 
strong lead into the Copenhagen conference in late 2009. 

The household/Carbon Trust is a concept which industry and others have used to encourage 
netting off emissions and is a proven idea. 

Overall, the proposals are positive.    

4. Comment on Specific Policy Issues in Achieving the Goals 

Professor Garnaut has described this issue as a “diabolical policy problem”.  The differing 
views of very competent professionals on virtually every critical point is reflected in the 
transcripts of the current Senate Select Committee Inquiry into Climate Change and bears out 
Professor Garnaut’s description.  So does the fact that the White Paper contains about 1000 
pages of detailed discussion and analysis. 

Notwithstanding this, climate change needs to be addressed.  It needs to be addressed 
globally.  And it needs to be addressed soon, because the longer it takes to address this, the 
costlier it will be.  At least one study (and probably more) emphasised this in the Australian 
context.18  In layman’s terms, these costs relate to industry and the community “knowing the 
rules as early as possible and acting accordingly”.  For example, these costs can be related to 
building a plant now which seeks to address the issue, versus having to subsequently try to 
retrofit or, worse, close one down.  Or a householder, knowing the rules and the impacts, 
might install renewable energy equipment rather than install a traditional non-renewable 
source. 

The big emitters are stationary energy (principally power generation) (46%); agriculture 
(15%), transport (13%), deforestation (10%) but there is 3% reforestation to partially offset 
this, and land use (7%).19  But they are simply supplying markets.  We are all the users and 
beneficiaries of these industries – powering our homes, driving our cars and so on.   

 4.1 Emissions Trading vs Carbon Tax 

 Two key means have been put forward: 

 Emissions trading scheme (ETS) 

 A carbon tax. 

 In the current initiatives and legislation the Government is pursuing the ETS approach 
through its CPRS (Carbon Pollution Reduction Scheme).  The ETS as proposed will only 
impact on about 1000 large companies (ie those entities that emit 25,000 tonnes or more of 
CO2 equivalent per annum).   
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18 The Australian Business Round Table on Climate Change Report of 2006 is one.  Amongst its 
conclusions was that the greater the delay, the greater would be the cost to address the problem. 

19  Estimated from Fig 2.1 of Carbon Pollution Reduction Scheme Green Paper, July 2008.  

 



A carbon tax is simple.  But it is a blunt instrument.  For example, if you apply a carbon tax 
of x cents, you do not know how much carbon reduction is going to be achieved.  And the 
impact will vary from sector to sector.  

On the other hand, in an emissions trading scheme a target is readily set by the emissions cap 
imposed, which is transparent.  The cap is gradually reduced to achieve the longer-term 
emissions aim.  Furthermore the market mechanisms in the ETS allow for flexibility – with 
benefits for the low emitters and penalties for the high emitters.  And ETS – very importantly 
– more readily translates into a global system.  Also, as the first Garnaut Report points out: 
“Alternative approaches to reducing emissions will impose higher costs… because they 
would not make use of the incentives created by the market mechanism to draw out all low 
cost opportunities to reduce emissions.”20[20]   Further, the Australian Bureau of Agricultural 
and Resource Economics has claimed that market-based instruments achieve the best 
outcome.21 

Virtually all of the companies which would be involved have been actively recording their 
emissions for quite a few years now.   

Of the two – ETS versus carbon tax – the ETS seems the better economically and will be a 
better outcome for industry and the economy.  However there are very good economists who 
strongly favour the carbon tax.  Further, many economists have expressed concerns about 
aspects of the ETS that is proposed. 

4.2 When should the scheme be introduced? Should Australia “go it alone”? 

The Government in May 2009 announced a postponement for the introduction of the ETS 
until July 2011, and for true market prices for carbon to commence a year later.  

Notwithstanding the Global Financial Crisis, the scheme should commence sooner rather than 
later, subject to the scheme being “got right”.  The later it is, the more will be the ultimate 
cost on the economy. 

If every country “sits and waits for others to move” then no one moves.  And a global move 
all at once seems out of the question.  Australia has committed much preparation to this and, 
subject to a full debate in the Senate, is approaching the point of being well prepared to 
proceed.  Other countries are closely watching our position and some indications are that our 
approach is highly regarded.  They may be encouraged to follow suit if we proceed.  To go to 
Copenhagen with a legislated scheme starting in 2011 would be a contribution to the drive for 
international action. 

The Global Financial Crisis and its accompanying recession have pluses and minuses in this 
regard.  It is not a good time for imposing increases in costs to industry and the consumer – 
however, given that the scheme would not start until mid-2011 (and in earnest in mid-2012), 
the recession may be past its worst.  The world slowdown will also see a reduction in GHG 
emissions growth over this period, and thus provide some breathing space.  And economic 
recovery packages could include sets of complementary measures to both encourage 
investment to reduce emissions and help recovery from the recession.   
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20 First Garnaut Report, Ch. 1 p. 21. F  

21 Senate Select Committee Inquiry into Climate Change: Transcripts. 

 



The postponement of 4 May by one year (with the first year then being something of a 
transition year) is understandable.  It is important to get it right before starting and there is 
still serious negotiation regarding compensation for energy-intensive trade-exposed (EITE) 
industry to be resolved.  As a balance there is at least a potentially higher target outcome. 

A key aspect about passing the legislation coupled with finalising assistance measures is that 
it allows business in particular to plan and invest for emissions trading.   

4.3 Application to All Major Emitters 

Ideally, an ETS applies to, if not all, then to all major emitters.  And this should be the aim. 

Notably, agriculture - which accounts for 15% of Australia’s emissions – is excluded.  The 
reasons are that it is composed of many small entities responsible for emitting (i.e. cattle 
farms in particular) and the difficulties of measurement.  However, the plan is to examine this 
and make a decision whether to bring agriculture into the scheme in 2013.  There will 
obviously be political aspects about application to agriculture.  Nevertheless, if practicable, 
the scheme should apply to it.  Otherwise, one sector “free rides” on others. 

The Government’s approach on transport fuel excise is to reduce the excise by the cost of 
carbon for various categories of users from 1 to 3 years (3 years for motorists), and 
permanently reducing the excise at the end of 3 years by the prevailing carbon price at the 
time.   

From a political angle, it could be argued that motorists already incur a heavy impost on fuel 
taxes, and the addition of the carbon permit cost will exacerbate this.   

Another point is that if excise is not reduced, addition of the cost of the carbon permit might 
add, say 5 cents a litre to fuel costs.  Petrol and diesel consumption are relatively inelastic in 
terms of price and this may not be enough to obtain any significant reduction in fuel 
consumption and hence carbon emissions. 

Hence, whether or not excise is reduced, there needs to be a complementary mechanism to 
reduce fuel consumption.  The obvious one is to introduce regulations requiring improved 
national average fuel consumption in new automobiles sold in Australia.  There have been 
attempts at voluntary targets for this, but to my knowledge these have not been very 
successful. 

Leaving transport fuels, there is also the issue of offsets – that is, credited reductions in 
emissions that are purchased by other parties to allow them to increase their emissions – in 
areas such as reforestation and household initiatives.  These were not really part of the 
outcome from the Government’s December White Paper.  These in part are to be considered 
in 2013.  But these may now be included arising from the changes of 4 May 2009 in respect 
of the Australian Carbon Trust initiative.   

4.4 The Targets 

The 4 May announcement has three potential targets by 2020 – one unconditional and two 
conditional: 

• 5% emission reduction against 2000 levels unconditionally 
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• up to 15 per cent of 2000 levels in the context of a global agreement that falls short of 
the 450 parts per million global outcome  

• 25 per cent of 2000 levels if the world agrees to an ambitious global deal to stabilise 
levels of CO2 equivalent in the atmosphere by at least 450 parts per million by 2050.  

o If this occurs, the Government further commits to realising up to five per cent 
of that 25 per cent by the Government purchasing international credits 
including investment in the protection of international forests. 

The second conditional target (i.e. 25%) is a big “ask”.  It will be hard enough to get global 
agreement at 550 ppm, let alone 450 ppm, although the latter is a 2050 target.  Domestically, 
Treasury modeling of the costs of carbon permits at 450 ppm suggested a doubling in carbon 
permit price over that for 550 ppm and hence a doubling in costs.   

As the White Paper points out, Australia’s strong growth in population (45% increase from 
1990 to 2020) vis-a-vis that of the EU makes our targets all the harder on a per capita basis.22   

It is difficult to select a target.  But the approach of a low unconditional target combined with 
high unconditional targets will be useful to take to Copenhagen.  

4.5 The Need for Complementary Measures 

The reference to transport above highlights the need for complementary measures where the 
ETS (or CPRS) will not be so effective.   

Another, more important example is in regard to major technologies such as Carbon Capture 
and Storage (CCS).  While the technology for this is reasonably established, the initial 
projects will be high cost because CCS is new, i.e. too high for the likely price of carbon to be 
a sufficient incentive to bring on projects at an early date.  Classical economics would say that 
it would come on stream slowly as the project economics improves.  But the reality is the 
globe will need many CCS projects soon for the technology to play its role in leveling off the 
growth in carbon emissions.  Hence, strong initial support for this technology will be needed 
by governments around the globe.  The UK Government recently announced its proposed 
policy for no new coal-fired power stations without CCS, together with incentives for the 
introduction of a number of CCS projects.23  In time (a much shorter time than would 
otherwise be the case), costs will come down and assistance will no longer be needed.  

It was therefore pleasing to see that the Budget has allocated $2 billion for this although press 
reports suggest this will be well below what is needed. 

There may need to be a review of existing measures which discourage emission-reducing 
measures such as the take-up of renewables and conservation measures. 
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22 Is population growth the elephant in the room?  This question was put to Professor Garnaut at a 
forum on 19 May.  He said Australia’s population growth is due to immigration, so the net increase 
globally from this is zero.  Of course population is increasing in Third World countries.  It is economic 
development that results in lower fertility rates.  Forecasts are that global population will start to 
decline around 2070.  (“Conversations with the Archbishop” forum with Melbourne Anglican 
Archbishop Dr Philip Freier on Is our future sustainable?)  

23 See http://www.decc.gov.uk/en/content/cms/news/pn050/pn050.aspx 

 



Similarly, other measures may need to be used on other sectors.  The Productivity 
Commission’s submission to the Senate Select Committee Inquiry into Climate Policy 
contains a list of these. 

4.6 Compensating Industry and Carbon Leakage 

Australia “going early before our trading partners” creates serious problems for those of our 
industries which are energy intensive trade intensive (EITEs). These include liquefied natural 
gas (LNG), coal, petroleum refining, and aluminium.24 

These industries will be very much put at risk if they are not supported.  They would have to 
bid for their annual emission permits at auction while their competitors offshore would not – 
adding to their relative costs, reducing their competitiveness, and discouraging investment.   
They would be competitively seriously disadvantaged vis-a-vis their international competitors 
(whether they are import or export competitors). 

The potential outcome if no action were taken would be for these industries to gradually close 
in Australia. 

The outcomes of this would be: 

• Loss of key competitive and efficient industries in Australia and corresponding 
employment (and with current conditions that is exactly what we don’t want) 

• Transfer of these industries to external competitors which are not at this stage 
bound by the increased cost of climate change.  The carbon would still be emitted 
as before, only this time it would be in other countries.  This is known as carbon 
leakage. 

The prisoner’s dilemma would apply.  Australia and Australians would pay dearly for being 
one of the first to act, noble as it may be, and for no real global emissions benefit. 

It is therefore appropriate to act to support these industries by granting them up to 90-100% of 
their emissions permits at no cost.25 

 However, the support must be terminated as soon as the competing countries adopt climate 
change policies of their own, there being no justification for it from that time.   

At time of writing, these matters are still not fully resolved, and should be before the 
legislation is finalised.   

                                                 

24 The argument has been made that aluminium should go to where there is hydroelectricity.  But this is 
really a pipedream as there is little potential for hydro-based schemes available. 
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press release indicates that a phased approach to permits - with the number of carbon permits 
increasing over time - would eliminate this job loss.  I have not examined in detail the means of 
compensation the Government is proposing or that proposed by the Minerals Council.  There is also the 
question of industry eligibility.  This is a broad and important issue. 

 



4.7 Assistance for Coal-Powered Electricity Generation 

These will receive assistance for five years under the scheme.   

The case for assistance is much less than for trade-exposed industries.  Certainly their costs 
will rise, as will the price of their outputs depending upon competition.  They also incur costs 
from the Mandated Renewable Energy Target Scheme (which seeks up to 20% from 
renewables by 2020).  The only case for assistance appears to be that their assets will be 
potentially marooned, with major losses arising.  But this assistance may actually slow the 
phase down of these plants and hence the move to more carbon-efficient generation. 

4.8 Cost increases and the impact on low income people 

There are many uncertainties, but one definite aspect is that addressing the issue will cost all 
of us more.  This is because carbon emissions have not been costed into the economy, and to 
do so will result in fundamental changes to the economy.  Cost increases will apply to energy.  
So electricity and gas prices will rise.   

This will impact on all, including low-income people.  But it would be self-defeating the 
objectives if, for example, electricity prices were held down for them.  There would be no 
incentive for them to change their lifestyle in sympathy with the concept of reducing carbon 
emissions.   

Relief for these people is best done via more general measures, which would help them adapt 
– for example in energy conservation measures such as high efficiency lighting and heating, 
insulation, some investment in renewables, or more efficient cars. 

The Government is proposing to allocate the proceeds from auction for both general relief to 
low- and middle-income earners, and also for compensation and assistance to industry. 

4.9 Voluntary action - a free ride to Electricity Generators? 

This point has been raised by a number of commentators.  For example, a household may 
have PV cells on its roof.  This is a mini electricity generator which provides electricity for 
both household and grid, and is part of the contractual arrangement with the electricity 
supplier.  It reduces the carbon emissions.  Therefore the generator and/or supplier’s 
obligation to buy permits is reduced.  Hence the argument that voluntary action allows the 
generators to “free ride”. 

I doubt that this will be the case for the following reasons: 

• There should be an incentive for the power suppliers to have such PV suppliers 
in their market portfolio to reduce their overall emissions. 

• Were they monopolistic suppliers, they could simply adopt a “take it or leave it” 
attitude – in which case they could free ride on the PV installer. 

• However, competition at the supply level should encourage suppliers to offer an 
incentive for having PV installations in their market portfolio. 

Under this scenario, much depends on whether there is competition in the market place.  
Government and public pressure is always a fallback. 
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Another example quoted is energy-efficiency measures.  Here the example is that the 
household or business installs efficiency measures and thus uses less electricity, and hence the 
supplier/generator’s emissions reduce.  But of course the latter’s market reduces also, so it is 
hardly a “free ride”. 

Reforestation has also been quoted, although the allowance for voluntary permits leading to 
credits may remove any potential problem. 

Overall, this may not be an issue. 

4.10 Developing Countries 

Jeffrey Sachs, in his 2007 Taplin Environmental Lecture at Princeton, asserted that climate 
change is having a more deleterious impact on the poorer and developing world than on the 
more affluent economies in the West.  He suggested that it would be appropriate for the 
global community to address issues of adaptation, compensation and equity, take account of 
historical roles in the release of carbon, and allocate responsibility for it between the rich and 
poor countries.  He cautioned about the difficulty that negotiators will have in finding a 
shared set of values and that this would be an enormous challenge.26 

It is desirable that all countries become part of a global emissions scheme.  Equally desirable 
is that the First World makes readily available technologies that will assist fast-track 
abatement and adaptation in the Third World.  Aid programs could put more focus on these 
matters.   Issues about compensation and equity will no doubt arise as the developing 
countries are approached to join a global scheme. 

On the issue that developing countries may adopt the policy with developed countries that 
“you created it, you fix it”, at a forum on 19 May27[27], Professor Garnaut noted that 90% of 
global emissions growth over the next 20 years (presumably he means under business as 
usual) would be in developing countries.  China would have our standard of living by 2030.  
Key developing countries such as China are aware of the serious problem that climate change 
poses for them.  Much of China’s huge agricultural output is based upon the Yangszte and 
Yellow Rivers the output of which could be heavily impacted, and many of its great industrial 
cities are located at river deltas which could be subject to rises in sea levels.  Professor 
Garnaut expressed optimism that key developing countries will adopt the stance that “you 
(developed countries) do what you promise and we will be right behind you.”  He also noted 
that food supplies in Africa and India would be vulnerable to climate change, (as would 
Australia’s).  

4.11 Adaptation 

Adaptation, that is, encouraging people to adjust to reduce emissions, will be very important 
in Australia and elsewhere, perhaps especially in developing countries, as mentioned above. 
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26 Report taken from PEI News Spring 2007 (PEI = Princeton Environment News).  See at 
http://www.docstoc.com/docs/3827434/Spring-Princeton-Environmental-Institute-the-center-for-
environmental-education-research 

27 “Conversations with the Archbishop” forum, 19 May 2009, with Melbourne Anglican Archbishop Dr 
Philip Freier (Is our future sustainable?) 

 



Education and encouragement of the community will also be important, as will technology 
transfer to developing countries. 

5. Conclusion 

Development of a policy for this, and for transition to it by industry and the community is 
very difficult.  The issue is so large and multi-faceted, a great deal of work is needed to 
comprehend it.  But it needs to be done. 

In the broad, the Government approach is supported. 

 The start-up timing and the revised target levels are supported 

 However, legislation should not be passed before there is resolution of 
compensation/assistance measures.  This has not been done. 

 Similarly, many complementary measures need to be in place to make the scheme 
more effective. 

 Assistance for coal-fired generation seems questionable. 

 The development of a proactive position to take to Copenhagen is well advanced. 

These matters will be subject to intense negotiation in the coming months. 

 

Hence this Proposed Position on climate change: 

 Addressing climate change is important for both pragmatic and altruistic 
(including Christian) reasons. 

 Solutions are available, but there will be extra costs involved. 

 The general scheme advocated by the Australian Government is supported.   

 However, there needs to be proper consideration of complementary 
measures.  These may occur over the coming months. 

 The Emissions Trading Scheme (ETS) alone will not be sufficient.  
Complementary measures will be needed.  The Federal Budget of May 
2009 announced $3.9 billion for such purposes – as to what extent this 
will cover everything is not clear. 

 Australia passing legislation and commencing in July 2011 is supported 
provided that energy-intensive trade-exposed industries are compensated 
during this initial period. 

 There will be assistance to lower-income groups.  However, this needs to 
be targeted as we as a community need to adapt to a higher cost regime. 

 Assistance for five years for the coal-fired electricity sector is questioned.  
If the cost of carbon is to be fully incorporated into the economy, then let 
this occur.  This will flow through to consumers.  Assisting the largest 
sector – albeit for a transmission period – seems to contradict the aim of 
the exercise. 
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 Developing countries are reported to be more exposed to climate change 
than developed nations.  This provides further incentive to proceed both 
domestically and internationally.  An aspect of the revised (but 
conditional) Australian policy which may assist here is the proposal to 
purchase international credits for the protection of rainforests in 
developing countries.  Further aspects regarding developing countries are 
likely to arise at the Copenhagen Conference.  Overseas aid could give 
greater emphasis to emissions reductions in developing countries. 

 Developing countries will need fast-track help from developed countries to 
adapt to climate change.  
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