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Abstract
There is a view that appears to be gaining an increasing number of serious adherents that
without nuclear power generation in the system it will be difficult, or perhaps even practically
impossible, to deeply decarbonise the Australian economy. Whether or not that observation is
well-founded, it merely scratches the surface of the challenges.
It is becoming clear that we (Australians) face some very big choices about energy. These are
probably our most momentous energy policy choices since Federation. In other words, these
are the most momentous energy policy choices in Australian history. To discuss seriously any
“Framework for Decarbonising Australian Energy” we first need to be sure that we have
identified the options and that we understand them properly. Then, as a society, we need to
know what we want, and what trade-offs we are willing to make, because we won’t be able to
have our cake, and eat it, and give it to a friend. Once we know what we want as a society, and
there is broad understanding of what the options are for achieving that, we will need to resolve
the question of how we achieve it. Not all possible means are capable of reaching any possible
outcome. For example, a laissez faire fully market-based approach is more likely to drive
towards some outcomes over others. A return to central planning is likely to favour yet other
outcomes. Engineering, economics and politics all need to be considered.
This presentation will provide an overview of our current physical electricity system, with an
emphasis on Eastern Australia. It will discuss the National Electricity Market and the
symptoms of stress it is exhibiting. The ‘investment problem’ in electricity—identified long
ago by Joskow and Schmalensee (1983) and making its presence felt now—will be addressed.
Finally, some contrasting scenarios will be sketched out to provide a framework for exploring
how various policy settings tend to influence our technical options, or how a preference for a
desired technical outcome tends to imply a corresponding approach to policy settings,
particularly with respect to the roles of the market and of governments in both short- and longterm time horizons.
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