
Wind farms such as these are raising electricity costs for all consumers. Jessica Shapiro 
by Alan Moran 
The Australian Climate Roundtable alliance is seeking to limit human induced global warming to a 2 
degree increase. The alliance comprises business lobbyists, ACOSS, the ACTU, and green lobbyists, 
the Climate Institute, the ACF, WWF and the Investor Group on Climate Change. 

The objectives it claims "will require … most countries, including Australia eventually reducing net 
greenhouse gas emissions to zero or below". 

It says this will entail considerable benefits and opportunities for Australia. These are difficult to 
envisage. If the emission reductions is achieved by reducing energy use, that means forcing people 
and firms to substitute energy for some other inputs, something which they would only do at some 
cost. Alternatively it means a replacement of low cost with high cost energy, which brings 
unambiguous losses to individuals, firms and the economy as a whole. 

Losses are greatest for fossil fuel resource rich economies, especially those like Australia, which are 
coal rich, because coal has higher emissions of carbon dioxide than oil and gas. Without some 
technology breakthrough coal use would be eliminated first. 

Although some put great store on carbon-capture-and-storage (CCS) as a technology to prevent this, 
billions of dollars of research funding are yet to produce anything close to commerciality. Last month 
one project, the much vaunted US based Kemper County 582 MW lignite plant suffered a fatal blow 
when South Mississippi Electric pulled out. The facility was budgeted to cost $2.2 billion but is coming 
in at $6.1 billion. 
Insisting on CCS for coal would be a bonanza for all the renewable funders trying to hobble a 
competitor that is one third of their own products' costs. 

One outcome of the Climate Roundtable's objectives is, therefore, to sterilise Australia's coal 
reserves. This would entail a considerable loss of wealth to the nation. 

Australia has 76 billion tonnes of proven coal reserves – split roughly 50/50 into thermal and coking 
coal. Industry sources suggest that proven reserves of thermal coal with no infrastructure attached to 
them are worth between $1 and $4 per tonne. Coking coal is worth rather more but is difficult to price. 



If proven reserves of coal were to be worth only $4 per tonne, this would value Australia's 76 billion 
tonnes at more than $300 billion, almost $12,000 per person. Australia renouncing its coal wealth 
would incur a deadweight loss of this magnitude. And the measure would have negligible effect on 
carbon dioxide emissions unless everyone else did likewise. 

These matters aside, the irony is that the measures the Climate Roundtable advocates are not 
necessary to achieve the goal of stabilising global temperatures at a 2 degree increase. 

The 2013 International Panel on Climate Change report put its estimated range of temperature 
increases from a doubling of carbon dioxide at 1.5 to 4.5 degrees. In its most recent report, the IPCC 
actually reduced their 2007 report's estimate of 2 to 5 degrees. 

Scientists like Massachussetts Institute of Technology's Richard Lindzen and the Harvard-
Smithsonian Centre's Willie Soon demonstrate the maximum theoretical increase in global 
temperatures from carbon dioxide and its equivalent "greenhouse gases" is, in the absence of other 
factors, 1 degree. Increases greater than 1 degree depend on a magnification effect from the 
emissions through water vapour. This drives the climate models used by the IPCC to project 
temperature increases. 

Lindzen rejects such a magnification. He also considers that the increased temperature from carbon 
dioxide has already occurred. As evidenced by the so-called "pause" in temperature increases since 
the mid-1990s, such views appear to have been corroborated. 

There are, moreover, few adverse consequences of temperature increases even of a 2°C magnitude. 
The one economic study the IPCC referenced for that, estimated the effects of an increase in 
temperatures of 2°C put the global income loss at a trivial 0.5 per cent of GDP incurred over a 50 year 
period. And this employed highly pessimistic assumptions about floods, human health, loss of tourism 
and the like. Abandoning low cost energy would impose a far greater cost. 

Much is at stake for those firms that have invested in high cost renewables in the hope that 
government regulations and subsidies will continue to offset their crippling uncompetitiveness. We will 
see an intensification of lobbying for ongoing government support in the lead up to December's UN 
conference on climate change in Paris. Hopefully this will not further damage the Australian economy 
before the inevitable failure of that conference allows the costs of climate action to be wound back. 
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