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About this publication

The Business Council of Australia (BCA) brings together 
the chief executives of more than 100 of Australia’s leading 
companies, whose vision is for Australia to be the best place  
in the world in which to live, learn, work and do business. 

This is a chapter of the Business Council of Australia’s Action 
Plan for Enduring Prosperity. The full and summary reports, and 
a full list of recommended actions put forward in the action plan, 
are available as separate publications and can be downloaded 
from the BCA website at www.bca.com.au.
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The Business Council of Australia has 
developed an action plan for Australia’s 
future with the overarching vision of securing 
enduring prosperity for all Australians.

We believe Australia’s future can  
be prosperous in every way, but this  
will depend on maintaining strong 
economic growth and policies that 
support businesses to do well.

The actions, decisions and choices we 
make now will either support or inhibit 
Australia’s prospects.

Our plan identifies nine policy areas  
that can deliver prosperity through  

well-managed growth. Across the  
nine areas, depicted at the end of this 
booklet, our plan makes a total of 93 
recommendations that should be viewed  
as mutually interdependent actions to 
restore Australia’s competitiveness  
and lift productivity. 

This booklet is focused on one of those  
nine areas.
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What do we have to get right?
Australia needs to ensure that it has a comprehensive 
and coherent national energy policy that drives the 
development of our energy resources, supports a  
strong energy export industry, and provides for the 
reliable and efficient delivery of competitively priced 
energy to households and businesses.

Australia’s energy sector needs to deliver these growth 
opportunities while meeting best practice environmental 
standards and seeking to minimise our greenhouse gas 
emissions in line with global efforts.

Adopt a coherent and 
comprehensive energy policy 
that maintains Australia’s  
competitive advantage
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Key facts at a glance

Australia is blessed with large 
endowments of traditional energy 
sources, which provide us with a 
comparative advantage in this area.

Strong economic growth in the 
developing economies in our region 
is having material effects on energy 
demand and Australia’s energy exporters 
are well placed to benefit from these 
developments.

Substantial opportunities are also 
emerging in the area of unconventional 
gas including coal seam gas.

Australia’s domestic electricity sector is 
also experiencing significant changes, 
reflecting a number of influences 
including a reduction in overall demand 
for electricity and the impact of renewable 
energy and carbon emission policies.
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Figure 1: Australian energy production
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Note: years refer to financial years.

Figure 2: Australian energy exports
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Figure 3: Australian electricity generation
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Why do we need to adopt a coherent 
and comprehensive energy policy 
that maintains Australia’s competitive 
advantage?

The availability of energy fundamentally 
underpins the entire Australian economy 
because all Australian businesses and 
households are consumers of energy.

The energy costs faced by all businesses 
contribute directly to their competitiveness 
and ongoing viability. The energy sector  
itself is also the source of income and jobs 
for many Australians. For households, having 
a sound energy policy relates directly to 
affordability and liveability.

energy resources are a major export earner 
for Australia, accounting for about a third 
of the value of Australia’s total exports. This 
means they are also a big contributor to the 
wealth of Australians and provide crucial 
taxation revenue to Australian governments. 
Not only maintaining this revenue stream,  
but also growing it, will be essential to the 
future prosperity of Australians.

Australia has attractive advantages when it 
comes to resource development, including 
our close proximity to Asia and our highly 
prospective and diverse natural resource 
endowments.

however, these factors alone will not 
guarantee the future of Australia’s energy 
exports. our cost competitiveness in terms  
of delivering resource projects is slipping and 
for some energy commodities, such as coal, 
we risk losing global market share.

To ensure that Australian living standards 
continue to grow we must look at how 
we can rein in the mounting costs of 
doing business in Australia and improve 
productivity. For example, research by 
mcKinsey & Company indicates that the 
cost of building new liquefied natural gas 
(lNg) projects in Australia has increased by 
about 20 to 30 per cent in the last decade 
compared with international rivals.

Similarly, the mounting pressures on our 
electricity and gas markets mean in recent 
years we have begun to erode the low-cost 
energy base that has underpinned the 
competitiveness of the Australian economy.

historically, the cost of electricity and gas 
for Australian businesses has trended below 
inflation; however, since 2011 these costs 
have begun increasing faster than inflation. 

The situation for household electricity  
costs (where network costs make up a larger 
proportion of the utility bill) has been more 
severe, with increases of over 70 per cent in 
the last four years. While electricity costs look 
to be stabilising (where state governments 
have in place cost-reflective pricing), gas 
prices on the east coast look set to increase 
from 2014–15 as market conditions tighten 
in coming years.
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These higher costs, combined with a 
restructuring of some energy-intensive 
sectors of the economy, shifts in consumer 
behaviour, the growing uptake of renewable 
energy, increasing imports of liquid fuels 
and the onset of a major new lNg export 
industry require us to have in place the 
appropriate energy policy settings to respond 
to change and ensure that we have a stable 
investment environment.

An effective, sustainable response to  
climate change is part of this. Ultimately 
this means moving from our current high-
emission global economy, of which Australia 
is part, to a low-emission global economy. 
A commensurate response by Australia 
within a global framework will ensure 
that we remain competitive and promote 
opportunities for our economic growth.

Index (1990=100)

Figure 4: Electricity and gas prices growth relative to CPI
Above 100 denotes price growth above CPI

Source: ABS, 2013e; ABS, 2013l; BCA
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how can we develop and adopt a coherent  
and comprehensive energy policy that maintains  
Australia’s competitive advantage?

Return energy to the forefront  
of energy policy

Before developing any coherent policy, we 
must be clear about our objective. For too 
long energy and climate change mitigation 
policy have tended to be developed in 
isolation of one another, rather than as part  
of an overarching policy framework.

This fragmentation leads to an array  
of policies being implemented that work 
against the objectives of one another,  
rather than as complementary elements  
of a market-based economy.

Instead, Australia needs an integrated 
approach to energy and climate change 
mitigation policy that is coherent with  
our economic goals and recognises  
our standing internationally. 

Australia is a major energy exporter helping  
to meet growing global demand for energy 
and a responsible nation doing its part to 
reduce global greenhouse gas emissions. 

We need to recognise the role energy plays 
in the Australian economy and its importance 
in delivering substantial wealth and prosperity 
to all Australians. 

An overarching policy objective should 
recognise that our economic prosperity  
and energy security are paramount and that 
we must seek to reduce our greenhouse 
gas emissions in a way that does not 
compromise these fundamentals. 

Accordingly, we need an overarching policy 
framework that drives the growth of our energy 
exports and provides for the reliable and 
competitively priced supply of energy, while 
meeting our environmental objectives in a way 
that does not place Australia at a competitive 
disadvantage to the rest of the world.

only when we are clear on the objective  
can we recognise, and support, the role 
energy plays in our economy and set a 
lasting course to efficiently reduce our 
greenhouse gas emissions.
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Lasting policy to reduce emissions  
at least cost in line with global efforts

If Australia is to put in place enduring  
policy settings to reduce our greenhouse  
gas emissions, they must be based on  
sound economics so the competitiveness  
of Australian business is not compromised.

In doing so, Australia should act in  
tandem with other countries as part of a 
global response to reduce greenhouse gas 
emissions. This means pursuing a market-
based mechanism that enables lowest-cost 
outcomes commensurate with international 
action and seeking to ensure equivalent 
costs on trade-exposed Australian industries 
as faced by our competitors. 

It is important that we don’t lose sight of the 
fact that if emissions-intensive goods become 
too expensive to produce in Australia, business 
will simply look to produce their goods 
overseas – in a country that may not have the 
same environmental standards as Australia.

Fundamental to a least-cost approach is the 
principle of technology neutrality. government 
policies that favour the deployment of one 
technology over another, through subsidies 
or targets, inevitably lead to higher costs 
for consumers than policies that allow all 
technologies to compete on an equal footing.

Policy settings should allow all forms of  
clean energy technologies to succeed based 
on merit, whether it be carbon capture and 
storage for coal and gas, geothermal, solar, 
wave or wind. Nuclear energy as a source  
of lower emissions technology should also 
not be ignored. 

Accordingly, the BCA calls for the renewable 
energy Target to be removed in the presence 
of a well-functioning market mechanism that 
puts a price on greenhouse gas emissions. 
however, if the renewable energy Target is 
to remain – which does not deliver least-cost 
abatement and is not technology neutral – then 
the Australian government should at least 
ensure it is responsive to changes in demand 
for electricity to minimise the cost to consumers 
and ensure that the target is not exceeded.

When it comes to research and development 
of clean energy technologies, we need to 
acknowledge that Australia alone cannot do 
everything. Australia, like most countries, is 
largely a technology-taker when it comes to 
energy technology. 

This is not to say that there is no role for 
Australia. There clearly is, as Australia has 
some world-class research facilities, for 
example in solar energy. What it is saying 
though is that Australia needs to be strategic 
about the investments we make in clean 
energy technology. 

We can do this by collaborating with 
key countries and investing in Australian 
innovations that play to our strengths in the 
global supply chain. In doing so, we can 
maximise the value of these investments  
to the Australian taxpayer.
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Complete unfinished energy  
market reforms

The principles that underpin good energy 
policy and energy markets need to be 
adhered to if Australia is to effectively 
respond to future energy challenges.

The objectives of Australia’s energy markets 
are relatively straightforward. They are to 
deliver in the long-term interest of consumers. 
however, putting this objective into practice  
is often far more difficult to get right. 

In any energy market the tension lies in 
striking the right balance between reliability 
and cost. Pulling the outcome too far in 
either direction leads to an undesirable  
result for consumers as greater reliability 
comes at cost, and an unreliable energy 
supply is almost unspeakable in a modern 
economy like Australia.

The best way to ensure that prices remain 
as low as possible is through open and 
competitive energy markets. While networks 
are natural monopolies and are not subject 
to competition, they should still be provided 
with a set of incentives that push them to 
operate efficiently. 

Collectively, Australian governments  
need to ensure that the institutional and 
regulatory settings governing our energy 
markets are operating in the long-term 
interests of consumers. This means having 
in place regulation of monopoly network 

assets that is delivering low-cost electricity 
to consumers with a level of reliability that 
accords with consumers’ willingness to pay 
and incentives to address peak demand. 

effective representation of all consumer 
interests (large or small), as part of the 
institutional arrangements of Australia’s energy 
markets and a strong and independent 
regulator, is essential if the regulatory 
framework is to be enforced effectively. 

When it comes to the non-regulated 
elements of our energy markets, effective 
competition is central to delivering low-cost 
energy to consumers. 

energy markets, like most markets, operate 
most effectively when assets are primarily 
privately owned, allowing for strong 
competition to put downward pressure on 
price. In the case of monopoly assets, the 
Productivity Commission suggests that 
privately owned and operated network 
businesses have improved the efficiency  
of their operations to deliver lower costs  
to consumers.

When it comes to retail market settings,  
full retail price deregulation accompanied  
by strong consumer protections will also 
allow competition to deliver more choice  
and lower costs to consumers. 



10 Business COunCil Of AusTrAliA

What needs to be done is well known;  
it now needs to be delivered. The onus 
is on state governments to privatise their 
remaining energy assets and remove retail 
price caps in order to provide the full benefits 
of productivity improvements to their state 
economies, free up government revenue and 
deliver lower-cost outcomes for consumers. 

Importantly, energy policy also needs to 
be adaptive to change. There are some 
big changes occurring across Australia’s 
electricity markets. 

For the first time in the short history of  
the National electricity market demand for 
electricity is actually declining and it remains  
to be seen whether this turnaround since 
2009 is a short-term development or part  
of a broader trend. Further analysis is 
needed to fully understand the likelihood 
of this trend continuing and the broader 
implications for the sustainability of the 
market and Australia’s emissions profile  
to inform integrated policy development.

Reduce barriers and costs to developing 
energy resource projects

energy policies should ensure that the 
development of energy resources can 
respond to global and domestic market 
demand. This response needs to be 
underpinned by streamlined, transparent  
and timely environmental, exploration, 
planning and project approval processes.

Currently planned energy resource projects 
at the feasibility stage are expected to require 
over $230 billion of investment if they proceed. 
These projects could form part of an important 
pipeline of future capital investment critical to 
Australia’s economic growth.

If Australia is to chase this growth opportunity, 
it is essential that we continue to be an 
attractive place to invest.

To do so we must ensure that the costs 
of major projects in Australia are globally 
competitive given the mobility of capital and 
the growing number of alternative locations 
with energy resources at comparable prices  
to Australia.

establishing strong environmental standards 
for all projects and removing duplicative 
and at times inconsistent federal, state and 
local government project assessment and 
approval processes are important first steps 
to improving environmental outcomes and 
managing project costs.

ensuring a more comprehensive use of 
strategic planning assessments that assess 
whole regions and give consideration to 
environmental and other factors should  
be a priority.
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Investigate gas market  
development options

Another transformative change in the 
Australian economy is the burgeoning 
lNg export industry. In a matter of only a 
few years, Australia has been successful in 
securing investment for seven out of the 12 
lNg projects under construction globally.

While the industry brings many economic 
benefits in terms of employment and taxation 
revenue, it is also brings challenges.

Australia’s east coast gas market is expected 
to triple in size by 2020 once lNg exports 
from Curtis Island move to full production. 
As east coast coal seam gas projects ramp 
up and demand for gas increases, combined 
with increasing production costs, conditions 
in Australia’s domestic gas market are 
tightening, and are putting upward pressure 
on domestic gas prices.

Australia has abundant natural gas  
reserves – enough to meet both our domestic 
consumption and an expanding lNg export 
trade. however, timely development of these 
resources will be critical to easing tightening 
market conditions. 

only by allowing the market to work and 
getting the price response will we see the 
necessary investment to bring on gas supply. 
governments have begun work in this area 
but we also need to bring governments 
together with business to develop a clear set 
of actions to ease the tightening demand–
supply situation and remove any constraints 
on domestic supply availability.

For example, addressing issues such as 
delays in regulatory approvals and assessing 
pipeline capacity trading as a matter of 
priority will be important if Australia is to get 
more gas to market in the years ahead and 
attract future investment in gas projects. A 
national approach is required to effectively 
overcome these challenges and lay down  
the policy settings for an integrated, mature 
and liquid gas market to develop.

Support the transition to greater  
imports of liquid fuels

Australia’s liquid fuel demand is changing. 
Demand for gasoline is flattening due to 
improved fuel and engine efficiency, while 
demand for diesel is growing by about 
4 to 6 per cent per year largely due to 
the increasing number of diesel vehicles 
employed by the mining and resource 
sector, but also increasing diesel passenger 
vehicles. growth in jet fuel remains solid. The 
change in fuel mix and demand will require 
changes to Australia’s refining and import 
infrastructure and support from international 
supply chains in order for Australia to meet 
this changing demand profile. 

Industry has been effective in responding to 
these changing market dynamics to date and 
governments must remain vigilant in ensuring 
that there are no barriers to continuing to 
allow the market to effectively respond.
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Australia is a net importer of petroleum 
products and currently imports around 
40 per cent of its petroleum needs. most 
imports are coming from mega refineries in 
the Asian region (some of which are twice 
the size of Australia’s total refining capacity). 
In effect, Australia is now shifting its import 
focus from a combination of crude and 
refined petroleum product to a much higher 
proportion of refined petroleum products 
to meet demand through well-established, 
diverse and reliable regional supply chains 
that enhance our energy security.

With the changing demand trends and 
greater reliance on imported liquid fuels,  
it is essential that project approvals are not 
unduly delayed and project costs are reined 
in to allow the market to effectively respond 
and invest in the necessary infrastructure  
for importation, storage and distribution  
of liquid fuels.

To ensure a smooth transition to Australia’s 
changing demand for different liquid 
fuels and greater liquid fuel importation, 
regular risk assessments of any possible 
vulnerabilities affecting Australia’s liquid  
fuel supplies should be undertaken. 

A technology and fuel neutral approach 
should also apply to fuel excise in order 
to ensure the most efficient, and therefore 
least-cost, distribution of liquid fuels to the 
Australian consumers.



13Action PlAn for Enduring ProsPErity: A CohereNT AND ComPreheNSIve eNergy PolICy

Recommended actions 

Action 8.1 

The Australian government should develop 
an integrated energy policy that supports:

 » Australia’s future economic growth and 
does not compromise Australia’s global 
competitiveness

 » a reduction in Australia’s greenhouse gas 
emissions at least cost and commensurate 
with global action

 » the development of our energy exports  
in a sustainable and responsible manner

 » the delivery of reliable and competitively 
priced energy in the long-term interests  
of all consumers

 » competition through the operation of 
open and transparent markets with strong 
consumer protections

 » a stable, technology-neutral, long-term 
investment environment

 » Australia’s access to diverse energy supply 
chains to enhance our energy security. 

Action 8.2

The Australian government should take 
immediate steps to reset our policy settings 
so that we are reducing our greenhouse gas 
emissions at least cost and commensurate 
with global efforts to avoid risking Australia’s 
competitiveness. Accordingly, the Australian 
government should:

 » ensure that Australia is paying no more 
than the international price to reduce our 
greenhouse gas emissions through an 
immediate reduction in the Australian 
permit price, and remove the decay rate 
applied to industry assistance

 » move to a true 20 per cent renewable 
energy Target that adjusts with demand

 » collaborate globally to develop clean energy 
technologies and invest in Australian 
innovations that play to our strengths

 » require the Productivity Commission to 
undertake regular reviews of the impact  
of emission reduction policies on business 
costs in Australia and competitor countries 
with the view to advising on any impacts  
on Australia’s competitiveness at the 
industry-sector level.
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Action 8.3

Australian governments should commission 
sensitivity analyses to inform the development 
of an integrated energy and climate change 
mitigation policy including:

 » the Australian energy market operator 
undertaking an assessment of various 
electricity-demand scenarios, taking into 
account potential changes in activity 
across the economy

 » drawing on the Australian energy market 
operator’s demand analysis, commission an 
independent assessment of the implications 
for Australia’s greenhouse gas emissions 
under the various scenarios

 » the Australian energy market Commission 
undertaking an assessment of the 
implications of a range of changing market 
conditions and policy settings on the 
efficient operation of Australia’s energy 
markets, including:

 › changing trends in the structure of the 
economy and demand for energy based 
on the work of the Australian energy 
market operator

 › climate change policy and renewable 
energy market interventions

 › examining if there are any barriers to exit 
from the market for electricity generation.

Action 8.4

State governments should complete the 
outstanding energy market reforms of:

 » removing retail price regulation where 
effective competition exists

 » privatising remaining energy assets 
and investing the proceeds in critical 
infrastructure

 » institutionalising, with the Australian 
government, effective consumer 
representation into the governance 
arrangements of Australia’s energy 
markets.

Action 8.5

The federal, state and territory governments 
should commit to drive growth in our 
energy resource sector and ensure that it 
remains globally competitive by streamlining 
and expediting project planning and 
environmental approval processes while 
meeting strong environmental standards.
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Action 8.6

The Australian government, in consultation 
with state governments, energy market 
institutions and business, should develop 
a National gas Strategy that seeks to 
increase transparency and competition, sets 
out an implementation pathway towards 
more mature domestic gas markets and 
addresses regulatory barriers to the reliable 
and competitively priced supply of gas to 
Australian consumers.

Action 8.7

Australian governments should ensure that 
our liquid fuels market can effectively respond 
to changes in international supply chains and 
our domestic market, such as a transition to 
greater import terminal capacity, by: 

 » undertaking two-yearly risk assessments 
of the vulnerability of Australia’s liquid fuel 
supplies to short-term distributions

 » ensuring policy settings support investment 
in import terminal capacity and fuel storage 
and distribution infrastructure

 » phasing in neutral fuel excise arrangements 
for all transport fuels based on full energy 
content.
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Prioritisation and timeline  
for implementation

the Business council of Australia Action Plan for Enduring Prosperity outlines  
93 recommended actions across nine policy areas that we believe will help to  
set Australia on the right course. 

While these recommendations are intended to be actionable, it would not be possible 
to complete them all simultaneously. rather, we propose that they be prioritised and 
implemented in three phases:

Phase One: those actions that should be implemented over the next one to two years, 
reflecting their capacity to build trust and confidence

Phase Two: those actions whose implementation will help consolidate our economic  
position over three to six years

Phase Three: those actions that will see the benefits of reform bear fruit and help to  
achieve an optimal economic performance over a six to 10-year timeframe.

Some recommendations will be easier to implement and progress than others, and  
some will have greater significance in terms of their potential influence on Australia’s  
growth prospects. As with much of public policy, a balance will need to be struck in  
terms of reform effort and payoff. 

A suggested approach to the phasing of the recommendations contained in this  
booklet – and an assessment of their ease of implementation versus their overall  
importance – follows below.
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A cohErEnt And comPrEhEnsivE  
EnErgy Policy PhAsE onE PhAsE two PhAsE thrEE

0 1 2 3 4 5 6 7 8 9 10

8.1 Integrate energy and climate 
change policy

      

8.2 reset policy settings to lower costs 
associated with carbon abatement 
requirements

8.3 energy market Commission to 
stress-test and review resilience of 
Australia’s electricity markets

8.4 State governments to complete 
outstanding energy market reforms

8.5 Streamline project planning and 
environmental approvals for energy 
resource projects

8.6 Develop a National gas Strategy

8.7 Develop strategic approach to 
liquid fuels market
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A coherent and comprehensive energy policy
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GoAls And AsPirAtions

A strong economy and full employment

A strong society and improving standard of living

Growing sustainably and using our resources efficiently

resPondinG to A chAnGinG world: the cAse for chAnGe

rise of emerging economies

technology and digitisation

natural resource consumption

restructuring of the Australian economy

Growth and ageing of population

enduring  
prosperity for 
all Australians

Vision



MeAsures of success

PhAses for Policy Action

Phase One (1–3 years): Building trust and confidence

Phase Two (3–6 years): consolidating and growing the economy

Phase Three (6–10 years): realising our full economic potential and reaping the benefits

the nine thinGs we Must Get riGht

tax, fiscal policy and the federation

Planning for population and cities 

Providing infrastructure

realising the potential of people and workplaces

rethinking our approach to regulation and governance

embracing global engagement

A strong, stable and competitive financial system

A coherent and comprehensive energy policy

creating the right environment and systems for innovation

A strong economy and full employment 
Australia to be ranked in the top five in the world for real GdP per capita

A strong society and improving standard of living 
Maintain a reasonable distribution of wealth and income

Growing sustainably  
continue to reduce the resource intensity  

of our overall economic activity
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