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I welcome the opportunity to make a submission in response to the draft recommendations 

made by the Productivity Commission (PC) in its interim report, Investing in cheaper, cleaner 

energy and the net zero transformation. 

This submission has been informed by: 

• three years of extensive engagement with constituents on matters of climate change 

and climate action; and 

• three years of extensive engagement with experts on climate policy. 

The PC’s draft recommendations provide a valuable set of interim findings and 

recommendations to enhance productivity through investment in the net zero transformation.  

My broad response to the three sections of the PC’s draft recommendations is as follows: 

1. Reducing the cost of meeting emissions targets 

I support the majority of the PC’s draft recommendations, focused on developing 

strong incentives for decarbonisation across the electricity, industry and transport 

sectors.  

I recommend that the PC more explicitly acknowledge the importance of policies that 

aim to drive down long-term technology costs, overcome upfront cost barriers and 

complement the Safeguard Mechanism and New Vehicle Efficiency Standard.  

I also recommend that the diesel fuel tax credit scheme should be reformed, as it 

directly conflicts with the Safeguard Mechanism and other policies that drive 

decarbonisation, by disincentivising investment in low- or zero-carbon fuels and 

technologies for large mining companies and diesel-users. 

 

2. Speeding up approvals for new energy infrastructure 

I support the majority of the PC’s draft recommendations, focused on reforming the 

EPBC Act, better protecting our environment and expediting the approvals process. 

 

3. Addressing barriers to private investment in adaptation 

I support the majority of the PC’s draft recommendations, focused on climate-resilient 

housing and improving accountability around adaptation policy. 

A more detailed response to the PC’s draft recommendations follows. 

 

Kate Chaney MP  

Federal Member for Curtin  
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Summary of Recommendations 

Reducing the cost of meeting emissions targets 

• Recommendation A 

More clearly and explicitly acknowledge the necessity of policies that aim to 

complement broad-based, technology-neutral and jurisdiction-neutral incentives to 

overcome different barriers to decarbonisation. More clearly and explicitly 

acknowledge that while driving near-term, lowest-cost abatement is essential, it is not 

the only criteria in evaluating emissions reduction policies. 

• Recommendation B 

More clearly acknowledge the potential for jurisdiction- and technology-specific 

policies to achieve essential outcomes in the net zero transition.  

• Recommendation C 

Consider recommending a strengthening of the mitigation hierarchy embedded in the 

Safeguard Mechanism to prioritise on-site abatement. More clearly acknowledge the 

potential for policies to complement the Safeguard Mechanism and achieve essential 

outcomes in the net zero transition. 

• Recommendation D 

Introduce a recommendation to reform the fuel tax credit scheme to remove a 

decarbonisation disincentive for large companies.  

• Recommendation E 

More clearly acknowledge the potential for policies to complement the NVES by 

incentivising demand for EVs. 

Speeding up approvals for new energy infrastructure  

• Recommendation F 

Include recommendations for a well-funded and independent EPA and a strong 

mitigation framework hierarchy in the offset scheme, as part of EPBC reform. 

• Recommendation G 

Rephrase draft recommendation 2.4 to require the Minister to consider positive and 

negative climate impacts in the EPBC Act. 

Addressing barriers to private investment in adaptation  

• Recommendation I 

Amend Recommendation 3.1 to include specific topics to be addressed in the 

recommended climate-risk information database. 

• Recommendation J 

Amend draft recommendation 3.2 to acknowledge the overlap in housing resilience, 

efficiency and decarbonisation efforts. The resilience rating system should extend, 

not duplicate, the NatHERS system – to be user-friendly for households. 

• Recommendation K 
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Amend draft recommendation 3.3 to acknowledge the co-benefits of many resilience 

improvements to other social challenges. Cost-benefit analysis of potential policies 

must consider broader impacts on mitigation and social outcomes, rather than 

assess resilience in isolation. Specify recommended policies of mandatory disclosure 

and minimum rental standards for ratings, and precinct-level resilience.  
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Reducing the cost of meeting emissions targets 

There is a role for government policy beyond incentivising uptake of the 

lowest-cost emissions reduction options 

The PC’s recommendations focus on incentivising uptake of the lowest-cost emissions 

reduction options. To do so, they call for the development of incentives for emissions 

reduction that are broad-based, technology-neutral and jurisdiction-neutral. Clearly, an 

economy-wide carbon price would best achieve these objectives. In the absence of an 

economy-wide carbon price, the Safeguard Mechanism provides a quasi-carbon price for the 

highest-emitting facilities. Creating broad-based, technology-neutral and jurisdiction-

neutral incentives is an essential part of the policy landscape on the journey to net 

zero – but there are many barriers to decarbonisation that will not be solved with these 

incentives. There is a strong argument that the quasi-carbon price (around $35/tCO2e) under 

the Safeguard Mechanism is often not sufficient to incentivise on-site abatement at facilities. 

Even with a much more significant carbon price under the Safeguard Mechanism (or even 

under a hypothetical economy-wide carbon pricing scheme), there would still be major, 

residual barriers to decarbonisation. 

To resolve these barriers, the role of government policy may need to be broader than simply 

targeting near-term, lowest-cost abatement. Some of these barriers that are unlikely to be 

addressed with a broad-based, technology- and jurisdiction-neutral incentive (or even a 

significant, economy-wide carbon price) are outlined below. 

• Technology-specific cost and readiness barriers 

For a range of emissions sources, technologies to reduce emissions are either not 

ready for commercial deployment or prohibitively expensive. It should be noted that 

this is often used as an excuse by large companies seeking to delay decarbonisation. 

It is not always true, but it is sometimes true. Specific emissions sources for which 

there may be technology readiness and cost barriers include high-temperature 

process heat, livestock, aviation and heavy industry process emissions (such as in 

green iron production). These are often labelled as ‘hard-to-abate’ emissions. To 

reduce hard-to-abate emissions, we need to accelerate technology readiness and 

reduce the cost of deployment.  

 

To do this, government may need to incentivise early and significant investment in 

promising technology solutions (even if they are not the lowest-cost options). This is 

important to drive new technologies down the cost curve, through learning rates, 

innovation spillover and economies of scale. It is important to acknowledge that this 

process of driving technologies down the cost curve is essential to the net zero 

transition.  

 

For example, the price of solar photovoltaic modules has reduced by more than 99% 

since the 1970s, driven by a diversity of policies including early government support, 
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market-making policies and streamlined regulatory environments for deployment 

(Nemet, 2019). As a leading scholar in this space, Greg Nemet’s How Solar Energy 

Became Cheap: A Model for Low-Carbon Innovation and his more recent 

publications on a range of climate- and non-climate-related technologies have shown 

the importance of government policy and early investment to drive cost reductions 

and wider deployment over time (Nemet, 2019) (Nemet, et al., 2023).  

 

Simply focusing on deploying the lowest-cost option at any given moment may mean 

that technologies to reduce hard-to-abate emissions remain underfunded, untrialled 

and expensive. On the other hand, it is important to recognise that learning rates and 

innovation spillover are not ‘silver bullets’ – policies that aim to drive down long-term 

technology costs should have strong evidence that cost reductions are likely, and 

should be subject to regular review and have clearly embedded off-ramps (as 

suggested by the PC) to ensure government spending and resourcing is efficient and 

effective. 

 

• Upfront cost barriers 

Businesses often face significant upfront cost barriers when considering whether to 

deploy decarbonisation solutions. This may deter businesses from investing in 

technologies that have a very low cost of abatement over the lifetime of the 

technology. For example, a wide range of independent studies have shown that it is 

cheaper (over the lifetime of the technology) for high-emitting underground coal 

mines to invest in fugitive emissions abatement technologies than to purchase offsets 

(Adams, et al., 2025) (Denis-Ryan, et al., 2024) (Reynolds, 2023). However, due to 

the high upfront cost, the coal mining companies tend to prioritise offsetting. There 

may be a role for government policy in supporting businesses to invest in 

decarbonisation technologies that have a high upfront cost, but low average cost per 

tonne of abatement over the lifetime of the technology. 

 

• First-of-a-kind barriers 

Certain businesses that are considering the deployment of a new decarbonisation 

technology may be deterred by the uncertainty of the first-of-a-kind deployment. 

Often, first-of-a-kind deployments face higher costs, regulatory frictions and internal 

hurdles. Once a technology has been deployed a few times, these additional costs, 

regulatory frictions and internal hurdles tend to subside. There may be a role for 

government policy to incentivise first movers to overcome these first-of-a-kind 

barriers, thereby paving the way for the rest of the industry to deploy these 

technologies. 

 

• Common user infrastructure barriers 

Shared assets such as transmission lines present significant opportunities to reduce 

costs and accelerate decarbonisation. For example, the Clean Energy Finance 

Corporation has estimated that Australia could save more than $30 billion over the 

next 25 years through a coordinated approach to the construction of electricity 
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25,000 tCO2e would also drive an additional 17 MtCO2e,1 just from the 233 facilities that are 

currently covered. When considering the potential to lower the threshold for industrial and 

other facilities, the Federal Government should also consider the cost of compliance for 

these businesses and any potential negative implications. 

I support the consideration of a carbon border adjustment mechanism (CBAM) to protect the 

competitiveness of Australian industry as it decarbonises. I support phasing out trade-

exposed baseline-adjusted (TEBA) status as a more effective mechanism for protecting 

Australia’s competitiveness is introduced. 

An Australian CBAM would protect the competitiveness of our industries as they 

decarbonise, by ensuring that Australian producers are not undercut by imports from 

overseas producers with higher embedded emissions. Properly designed, an Australian 

CBAM could create opportunities for harmonisation with the EU’s CBAM and regional 

CBAMs in Asia and beyond, helping to establish consistent global carbon pricing signals and 

incentivising other nations to follow suit. At the same time, it is important to acknowledge the 

potential trade implications, particularly for developing countries that export to Australia and 

may not yet have the capacity to reduce embedded emissions. Any CBAM design should 

therefore incorporate transitional measures and targeted support to avoid unintended 

consequences for our regional partners while still driving decarbonisation across global 

supply chains.  

I would encourage the PC and Federal Government to consider the potential of 

strengthening the mitigation hierarchy, to incentivise on-site decarbonisation over offsetting. 

While maintaining high-integrity ACCUs may be critical (as argued by the PC), there is a 

strong case for strengthening the mitigation hierarchy and incentivising Safeguard facilities 

to pursue on-site abatement as a priority over offsetting. The Federal Government appears 

to effectively agree with the development of a mitigation hierarchy – it has introduced a 

mitigation hierarchy scheme in which facilities have to publicly justify the reasons for 

prioritising offsets over on-site abatement if they meet over 30% of their emissions reduction 

obligations with ACCUs. Arguments for a strong mitigation hierarchy include: 

• ACCUs often do not provide a true like-for-like offset for emissions. Most ACCUs are 

generated through land-sector sequestration, which has far lower storage durability 

and a much higher risk of reversal than the geological storage of fossil carbon. 

Sequestering a tonne of CO2 in vegetation or soils (where it may be re-released 

through bushfire, land-use change, or natural decomposition) is not equivalent to 

releasing a tonne of CO2 that had been locked away securely underground for 

millennia. Similarly, methane emissions are not effectively offset by sequestering the 

 

1 Calculated by multiplying 233 facilities by 75,000 tCO2e, as the difference between the current and 
proposed thresholds (100,000 – 25,000). 
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