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Good morning and it’s good to have the chance to frame the discussion for this panel.  I want to 

talk briefly about:  

 what energy productivity is;  

 why it matters 

 the industrial context; and 

 the status of the National Energy Productivity Plan 

Energy productivity is something that we at the Australian Industry Group have seen for a while 

as a key strategic priority.  Right now we’re a partner in the 2XEP initiative to double Australia’s 

energy productivity by 2030.   

From our experience we know that energy efficiency sometimes runs the risk of being seen as a 

“nice to have” that is a bit separate from the basic imperatives of running a successful business 

or fostering a growing economy. 

Reframing the issue to energy productivity is in one sense a marketing move to engage a wider 

audience and leave behind some of the baggage of past associations.  But the best marketing 

works by articulating truths.  And the truth is that doing more with less is not a side issue or an 

optional extra.  Getting more productive – in our use of labour, of capital, of energy – is at the 

core of how we grow and sustain our businesses and the Australian economy. 

So what are we talking about with the energy productivity agenda? 

We’re not talking about energy conservation, where a reduction in absolute energy use is the 

goal pursued.  Conservation can be very important – for instance in Japan post-Fukushima..  

Energy conservation could yet be relevant in Australia around natural gas use.   

Demand for gas is rising steeply to meet LNG export commitments, and supply still seems to be 

lagging.  The market operator doesn’t predict a shortage, but that is because they expect a 

large chunk of domestic demand to evaporate in the face of high gas prices linked to high LNG 

export prices.  Now spot LNG prices are flopping around on the floor along with oil prices.  

Maybe supply and demand are going to have to be balanced through high local gas prices even 

as international prices tumble.  Or maybe conservation measures can get demand down 

enough to ease the pressure.  

But by and large our energy challenge is not best seen as how to use less energy overall.   

 Cutting the costs of our energy networks is important, but that is more about how and 

when we use energy rather than how much.   

 Climate policy and reducing greenhouse gas emissions are often linked to cutting energy 

use.  But ultimately the goal there is emissions not energy.  Over time as activities like 



   

transport electrify and the electricity supply decarbonises, cutting energy use becomes 

less and less relevant to cutting emissions. 

Energy conservation can be seen as a bit hair-shirted, a bit dominated by limits rather than 

possibilities. 

By contrast, energy productivity is an agenda that embraces economic growth.  Let’s squeeze 

more economic value from every kilowatt hour of electricity and gigajoule of gas and tonne of 

coal and barrel of oil.  Let’s turn energy back into an economic advantage for Australia – based 

this time as much on how we use it as on its price. 

That’s a story that makes intuitive sense.  Australian industry faces big challenges around 

energy.   

The challenge right now is to digest the substantial increases in energy prices that have taken 

place in recent years.  The latest ABS producer price indexes show that manufacturers pay 

80% more for electricity now than they did in 2005, even after the removal of the carbon tax and 

the oversupply-driven drop in the wholesale market.  Over the same period the broader 

consumer price index rose by just 29%.  For gas the latest figures are an increase of 44% since 

2005, though this has eased considerably since last year. 

Those increases have been hard to swallow.   

 Yes, exchange rate pressures were more serious in recent years.  But exchange rates 

have plunged to more normal levels, while energy remains very expensive.   

 Yes, many businesses have already improved their energy use in response to high 

prices – or sadly shut up shop.  But there are still many opportunities that businesses 

have been unable to take up – most often where they are smaller or less energy 

intensive operations.   

Right now, amidst global pressure on resources producers and their markets, it is clearer than 

ever that Australia needs a balanced, diverse economy with a strong manufacturing sector.  

There are opportunities for growth, investment and jobs as costs and advantages shift around 

the world.  But if energy costs remain stubbornly high – whether from how it’s priced or how we 

use it – then our capacity to maintain activity and grow is compromised. 

That risk becomes even more serious the further out we look. 

The sustained growth in electricity costs has largely been about networks.  Wholesale prices 

rose during drought and the carbon tax period, but weak demand and strong supply have driven 

them way down in most regions of the market.  In fact wholesale prices are now well below 

levels that are sustainable for the long term.   

While existing generators can operate at very low cost, the price tag for constructing new 

electricity generation is very substantial.  Based on the most recent estimates from the 

Department of Industry, wholesale electricity prices would have to double or triple from recent 

levels to justify investment in any new capacity. 

For the time being we don’t need that investment.  There is a lot of generation.  We may not 

need to add more for more than a decade.  Or some combination of commercial exhaustion, 



   

climate policy or unexpected demand growth may tighten the market much earlier.  Whenever it 

happens, energy users will face a painful adjustment to higher prices. 

The bottom line is that being more productive in our use of energy can help push back the date 

of that adjustment, while also leaving industry more viable and competitive when it ultimately 

takes place.   

Measuring energy productivity can be hard – or more precisely, it can be hard to keep clear on 

the meaning of what we measure.  The Federal Government and the States have agreed to 

define energy productivity as: 

Primary energy consumption divided by Gross Domestic Product. 

That is, all the energy Australia uses – including the energy in fuel lost in the process of 

producing electricity or process heat – divided by all the value we create. 

This may be the best metric available.  We do want to get more dollars for every gigajoule, after 

all.  But its limits need to be kept firmly in mind. 

The focus on primary energy means that increases in renewable electricity generation will 

appear to improve how we use it – because efficiency losses in burning fuel will be avoided.   

The intensity metric also doesn’t capture the quality of change.  Faster growth in services or the 

loss of major energy using industries will ‘improve’ the metric – even if nobody actually improves 

how they themselves use energy. 

As I said, this shouldn’t stop us using energy intensity as a metric.  But we need to look behind 

the headlines before we pat ourselves on the back. 

What industry needs – and what it’s getting 

As the energy productivity agenda takes shape it’s important to get the relationship with industry 

right.  There are three ways things could play out.  

First, industry could be ignored.  There are plenty of opportunities to improve energy use in 

households, government, transport, commercial buildings and so forth.  Focussing on these to 

the exclusion of industry would be easy.  But it would also be a wasted opportunity to foster 

growth and competitiveness. 

Second, industry could be targeted as a problem to be fixed, whether it likes it or not.  That 

would be a serious mistake.  The biggest and most intensive energy users have very strong 

financial incentives to focus on the efficient and productive use of energy in their businesses.  

Regulatory interventions or mandatory inclusion in schemes are unlikely to help them do 

anything they haven’t already done.  Meanwhile, smaller and less intensive energy users are 

simply not a good fit for policies aimed at forcing companies to undertake audits or implement 

projects.  They have limited funds and less time and they need to invest it carefully.  

Expectations that efficiency investments will pay back their costs in two years or less exist not 

because businesses don’t value efficiency, but because there is a high bar for any investment in 

their Australian operations. 

The best course is to neither ignore industry nor put it in the crosshairs.  Instead a cooperative 

approach is best, built on: 



   

 Improved energy information for smaller and less intensive energy using businesses; 

 Genuinely opening energy efficiency schemes to participation by business, with an opt-in 

for larger users where they judge they have meaningful opportunities; and 

 Recognising and celebrating leading performers and those willing to have a go at 

improving their use of energy. 

In this regard the early signs are good for the National Energy Productivity Plan that is now 

taking shape. 

While the full Plan won’t be released until COAG Energy Ministers meet in December, we 

understand that it looks to avoid new regulatory burdens on industry.  It is considering new ways 

to include industry through voluntary commitments and demonstration of new practices.  It is 

going to build on the successes of past information efforts, while learning lessons to deliver 

information with lower costs and less duplication of effort.  It will look at how to improve existing 

standards for energy-using products without increasing costs to industry.   

This is positive so far.  But the Commonwealth has big ambitions for the National Energy 

Productivity Plan.  They hope that it will drive a big chunk of the emissions reductions needed to 

meet Australia’s 2030 climate mitigation commitment – hundreds of megatonnes of abatements 

across the transport and general energy streams of the plan.   

I would guess that what we see in December is just the first exploratory stage of the effort 

towards those ambitions.  The challenge will be to keep a positive, cooperate relationship with 

industry as the rubber hits the road.   


