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A NEW ELECRICITY REGIME FOR QUEENSLAND?: 
INSIGHTS FROM WORKSHOPS 

 
This paper summarises plenary discussion at two twin events held on 8 September and 
20 October 2017 in 111 George Street Brisbane: 
 
 two Lunchtime Forums; 
 followed by two  deliberative workshops. 
 
The meetings were held under Chatham House rules. Given the unstructured nature of 
the discussions, this summary is not endorsed by the Royal Society of Queensland. 
 
Global limits to growth 
 
The ground-breaking book The Limits to Growth 1972 foreshadowed that if trends of 
growth in population, resource use, industrial production, agricultural output and 
pollution all continue, we will reach limits to growth within a hundred years – that is, 
2070. 
 
Forty years into that hundred, on all key parameters (population, resource use, industrial 
output, agricultural production and pollution) we are tracking the “standard run” 
which leads to economic, social and ecological collapse before 2050.  
 
The future is not somewhere we are going, it is something we are creating. There are 
many possible futures. 
 
World views 
 
A ‘world view’ is the fundamental cognitive orientation of a person. It encompasses the 
entirety of the individual's knowledge and point of view, and typically influences their 
actions and aspirations. It is the scaffolding the brain uses to interpret and rationalise 
external complexity; and to do this in the most biologically efficient manner. 
 
The world view fills in the blanks, connects the dots, suggests patterns and predicts 
outcomes. The brain does not mirror reality, but constructs it based on context and 
previous experience. People develop a narrative to explain and justify, this then is rarely 
questioned. 
 
Scientific method is the only way that humans have been able to construct testable 
explanations for making predictions about the world and for acquiring and building 
knowledge. Individual scientists may not be honest; but scientific method with peer 
review has scrupulous honestly built in by design. Science replaces private ideology 
with publicly verifiable evidence. 
 
Economics 
 
There are salient features of this market that mean it cannot resemble the theoretical 
competitive market able to reach equilibrium between supply and demand. 
Substitutability is critical. Consider the three sectors in turn. 
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Large-scale generation competing in a wholesale market: there is a good substitutability 
between equivalent products, but it is subject to significant economies of scale and of 
scope. The more plants you operate, the lower the costs. Bigger is better. Market 
competition allows larger entities to dominate through economies of scale, which will 
lead to emergence of monopoly or oligopolies and will create barriers to entry. 
 
Transmission: this behaves similarly. It would be possible to have competition but it is 
not very visible. Market power sets limits to competition. 
 
Consumers: on the demand side, electricity is price elastic. And price is not critically 
important to decision-making. Consumers pay their accounts well after consumption 
and the invoices include little information on which activities contributed to costs. It 
costs a lot of cognitive power and time to substitute one good for another, so there is 
little substitutability; in other words, there is a limit to competition. Competition arises 
from outside the traditional market. 
 
Government must focus on the relationship between markets and the new technologies. 
Monopolies resist changing technology. The market will work better if feedback from 
consumers at the retail end of the system can feed back into supply. Governments need 
to establish a framework to allow technology to evolve. Knowledge is being generated 
at many points but it needs to enter the market. 
 
An evolution is under way from the consumer being deemed to be the customer to the 
community being the customer. Corporations fail because they don’t evolve and lack a 
process to change with the times. 
 
A community service obligation of about $560 million is budgeted each year to keep the 
grid in remote Queensland stable and to retain a uniform tariff. A large proportion of 
this cost is to pay for diesel for remote generators. In a roundabout way, this is a subsidy 
for coal. There is no clear entity incentivised to reduce this obligation, so it remains on 
the budget. 
 
Running stand-alone systems in remote communities does present non-trivial problems. 
Systems break down. The question of whether the price of electricity in South East 
Queensland should be the same as in Camooweal should be one of the principles. 
 
The cost of developing all of the pumped storage identified in the keynote presentations 
is less than $10 billion. This is a minor expenditure in the totality of the State’s 
infrastructure budget. If this money can be allocated to ensure a stable grid, then the rest 
of the system can be designed accordingly. 
 
Current rules allow the holders of grid assets to revalue their assets every year, even if 
their lifetime is 30 years. 
 
Electricity prices in Australia are substantially higher than in other OECD countries. 
This should not happen, as Australia is blessed with an abundance of energy resources 
of all kinds. Australia should aim to return to world parity pricing. In a household, 
when a staple like electricity becomes expensive, other staples like food are skimped. 
 
Most consumers in the cities are on a fixed tariff. If the tariffs were based on five-minute 
intervals, linked to time of use, they could be incentivised to manage their usage to 
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reduce the load on the grid. The time weighted pool price at present is approximately 
six cents per kilowatt. However, the technological challenges should not be dismissed: 
“there are 11 kinds of smart meters”. 
 
Queensland has spent some $10 billion on improving system reliability in recent years. 
The transmission and distribution are now more reliable, but somebody has to pay. 
 
Transition management 
 
There are four pillars to a transition policy: 

 energy efficiency, which increases productivity 

 electricity generation, which can transition to renewables 

 electrification of transport and other engines, which can reduce emissions if the 
electricity is renewable 

 application of technology to reduce demand such as in cement making and 
aluminium smelters. 

 
Investors require at least 10 years of policy stability. 
 
The savings to be made by solar hot water services or best practice heat pump hot water 
services are very great, sufficient that installation could be mandated or paid for by 
income contingent loans. There is no reason why the state couldn’t regulate a retailer 
obligation, such as to invest in energy storage. Alternatively, the National Construction 
Code could be modified at a state level, as has been done in Victoria, where new 
dwellings must have either a solar hot water service or rainwater tank (although this 
requirement could be updated given developments since it was introduced in 2005). 
Finance could be arranged such that the investment would be cash flow positive from 
the start. A facility of this kind may be needed to encourage investment by landlords in 
systems that benefit their tenants. 
 
A transition does not need to depend upon one grand plan or one major step by 
government, which may not be politically achievable. Many statutes and incentives 
operate quite separately. For example, first home buyers could get an extra payment if 
solar is installed and the building has a high energy rating. For another example, 
owners’ corporations could be incentivised. Queensland could be a vehicle for showing 
the rest of the country how to proceed. 
 
The State Electricity Commission of Victoria set up a demand management unit at Box 
Hill, away from headquarters, and gave them resources. In 1992, it published a model to 
incorporate climate change policy and showed how it could meet a target of reducing 
emissions by 20% of 1988 value by 2005. 
 
California established an exponentially increasing incentive for electricity retailers 
whose electricity sales came in below target. 
 
It may be necessary to establish a procedure to undo long-term contracts that no longer 
serve both parties. 
 
Quality 
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The current grid offers a rather ‘noisy’ supply, with spikes, interference from AC 
equipment, uneven frequency and sometimes static voltage above the 240 V for which 
equipment has been designed. A dirty supply is a matter of concern for public health 
and can interfere with Wi-Fi and radio signals. Some of the smart metering equipment 
on sale might also generate radio waves. Nobody seems to be in charge of this problem, 
because the quality of the supply varies from street to street. Local government is the 
obvious candidate to attend to this dimension. 
 
Governance 
 
Queensland Treasury has more levers to exercise over the electricity regime than any 
other government in the country. The shareholders of the Government Owned 
Corporations (GOCs) are influential players. The GOC can and should be boundary-
pushers in terms of corporate social responsibility. All GOCs are grappling with what is 
“value”. 
 
The State owns what may potentially become stranded assets and emerging policy could 
trigger a write-down of their value. This could be beneficial, as it would reduce 
consumer costs and could allow the government to retire them in an orderly manner. 
Callide power station in Queensland will be stranded by renewables before it reaches its 
retirement age. 
 
There are lots of opportunities for local government to be a leading innovator. 
Unfortunately, there is little evidence on which to base innovation except from other 
jurisdictions. Sunshine Coast Council turned on a power station in August after 10 years 
of preparation, with the support of local officers of Energex. Sunshine Coast Council is 
leading practice in several fields. Thirty councils in Australia have followed Sunshine 
Coast’s example in establishing a solar farm. The City of Melbourne is leading a 
consortium to run a reverse auction along the lines of the ACT government model. 
 
Policy should allow homeowners to build a battery into their system to add a little 
storage, even if grid connected. This would improve capacity to manage evening peak 
demand and provide useful demand response capacity. 
 
Transition and distribution are natural monopolies compared with retail service 
provision. Now Queensland has amalgamated two out of the three. 
 
One of the states needs to produce a set of principles that might be adopted in the other 
states, perhaps through COAG. However, these principles should avoid promoting one 
or other governance structures. Machinery of government changes, commonly after 
elections, always have multiple agendas. 
 
Miscellaneous comments 
 
Lots of single wire earth return (SWER) lines in Victoria suffer a 50% loss over their 
length. Localisation of supply can achieve savings in generation capacity far more than 
proportionate. 
 
Western Australia should not be ignored in this debate, as it is ripe for reform. 
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The national building code is suboptimal (to put it mildly). It ignores the economic 
value of reducing peak cooling and heating demand and places insufficient emphasis on 
summer performance. 
 
During the Howard era, the federal Australian Bureau of Agricultural and Resource 
Economics published some flawed models which influenced policy distortions for two 
decades. 
 
“The people who write the legislation must go and live with the people affected, not just 
the companies with a commercial interest”. 
 
Policy usually is designed to achieve a range of objectives as well as the particular target 
one. Incorporating energy-related objectives into policy focused on other objectives (e.g. 
welfare policy, housing policy, consumer rights, tenancy) can leverage the overall 
outcome for Queensland upwards. 
 
There is a groundswell of community peeved about electricity and it would be a brave 
government that ignored attempts to examine it. 
 
 
 
Geoff Edwards 
Amanuensis 
20 October 2017 


