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Climate 

 
I notice that the letter to you by the American lady you imported to run the Australian national 
energy market (you apparently having concluded no Australian was up to it) is garnished with 
the requisite PC phrases about weather and climate. 
 
She notes the electricity system is “at risk from increased vulnerability to climatic events, 
such as extended periods of high temperatures” and she is concerned about having to 
“manage the potential impacts of severe weather on the power system” (emphases mine). 
 
Perhaps you might send her one of Dorothea Mackellar’s poems.  Hopefully you know the 
one that includes: 

I love a sunburnt country, 

A land of sweeping plains, 

Of ragged mountain ranges, 

Of droughts and flooding rains. 

 
and point out to her that it was written more than 100 years ago, by an Australian lady who 
knew tough “climatic events”, such as “extended periods of high temperatures”, are just part 
of Australia’s normal climate, well before today’s global warming hysteria. 
 
The state governments which built Australia’s power generation and distribution system, 
before the NEM, were likewise familiar with our climate, which they took for granted, and 
they created systems which operated reliably, efficiently and at low cost in that environment – 
before the federal government got involved in turning one of the world’s best and cheapest 
electricity systems into a basket case presided over by multiple unaccountable, expensive and 
incompetent bureaucracies. 
 

Market Nonsense 

 
In one very self-serving paragraph, your American correspondent claims: 

“AEMO's view is that optimal approaches towards ensuring an efficient balanced 
system must target mechanisms that allow the greatest practical level of 
competition and innovation. This will allow AEMO to operate a NEM, which 
along with the external financial markets, produces the most economically 
efficient results for consumers.” 

 
I suggest you share the following graph with your adviser and ask her to present her real-
world evidence (not theories) to support her claim that the NEM, over which AEMO is 
presiding, “produces the most economically efficient results for consumers”, or will do so. 
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to Australian households is now about $12.7Bn p.a.  In addition, a larger electricity cost 
burden is falling directly on Australian businesses, which also destroys jobs. 
 
Perhaps you can get one of your advisors to do the sums on the total Australian excess 
electricity expenditure (at current real prices compared to 2000 real prices).  Adding the 
excess expenditure for business to the excess expenditure for consumers, the total must be 
somewhere between $30Bn and $50Bn per year. 
 
Despite that reality, your American correspondent has the gall to claim that this AEMO 
controlled market “produces the most economically efficient results for consumers”.  The 
historical evidence shows the statement is a massive falsehood. 
 
Your American correspondent also claims in that paragraph that: 

“an efficient balanced system must target mechanisms that allow the greatest 
practical level of competition and innovation” 

 
That is another self-serving statement by AEMO which is repudiated by reality.  From 1955 
until the formation of the National Energy Market, real electricity prices in Australia fell by 
about 45%, particularly until the early 1980s.  Throughout that period generation and 
distribution were in the hands of state governments. 
 
Low cost, reliable, electricity was provided without the benefit of the markets your American 
correspondent thinks we need and without innovation away from coal-fired power stations 
which provided electricity that was dispatchable, cheap and reliable. 
 
Has your American correspondent provided any credible plan to halve the real cost of our 
electricity supply so it equates with what state governments provided before the formation of 
the NEM and indeed achieved four decades ago?  If not, why not, and why are you taking 
advice from someone who fails to recognise that the current system is a disaster for all 
Australians except those who like you and her are cushioned by hefty salaries. 
 

The Nonsense of “The transformation challenge” 

 
Your American correspondent tells you that “Australia's energy system is undergoing 
unprecedented transformation” which is “radically changing the dynamics of the power 
system”.  That is certainly true – which is why real consumer electricity prices have doubled 
and we are now having a national conversation about electricity security which was 
previously unheard of in this country. 
 
She unfortunately neglects to tell you that this has been, and continues to be, entirely driven 
by federal and state government policies, especially the massive subsidies they have forced 
electricity consumers to pay to the rorters who provide intermittent and unpredictable energy 
supplies. 
 
She assures you this is happening in other countries, as indeed it is – but only in those 
countries whose governments have stupidly decided to mandate intermittent electricity 
supplies which are having precisely the same effect for them as for Australia.  Any rational 
person not blinded by ideology would find a lesson in that commonality worth mentioning – 
but it is a lesson your American correspondent is either blind to or wishes not to draw to your 
attention. 
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This misinformation by your correspondent is compounded by the statement: 

“older baseload units find it increasingly difficult to compete in this environment. 
These units have historically relied on relatively constant high production levels 
and stable revenues. In general, they are not well suited to respond to rapidly 
varying energy system needs. Their business model will be further challenged by 
the increasing variability in the system and falling costs of competitive sources of 
energy.” 

 
The first sentence in that paragraph is true.  The rest is dishonest misinformation. 
 
She says “These units have historically relied on relatively constant high production levels 
and stable revenues”, as if that is a defect.  Anyone with a modicum of knowledge of 
economics and business understands that achieving high capacity utilisation of productive 
assets of all kinds is the way to get low production costs, which is exactly what those baseload 
units gave, and will continue to give if run to match actual demand. 
 
Is your American correspondent ignorant of this aspect of production economics – or is she 
just trying to mislead you? 
 
She goes on to say “they are not well suited to respond to rapidly varying energy system 
needs”.  That is probably true, but the country does not have “rapidly varying energy system 
needs”.  It did not have it in the past and it does not have it now. 
 
What Australia now has, is rapidly varying electricity supply from the intermittent power 
generators which, because federal government policy gives them pre-emptive access to the 
grid when they do generate power, forces rapid and large amplitude variations in the residual 
demand for power from baseload plants. 
 
And the more of those unpredictable intermittent generators you add to the grid, to satisfy 
Finkel and other ideologues, the stronger will be the fluctuations in demand for electricity to 
be supplied by dispatchable sources and thus the less economic will those sources be unless 
electricity prices rise further to cover the inefficient way in which they are used.  AEMO has 
not bothered to tell you this. 
 
Incidentally, you might think from the words of your American correspondent that wind and 
solar farms are, unlike coal-fired plant, “well suited to respond to rapidly varying energy 
system needs”.  That is a reasonable inference from her words.  Unfortunately, like much of 
what you might understand from her letter and the AEMO report, it is totally false. 
 
In order to be “well suited to respond to rapidly varying energy system needs”, a plant must 
be able to provide power that matches those supposed “rapidly varying energy system needs”.  
Of course, neither wind nor solar can do that.  They can provide power only when the wind is 
blowing and the sun is shining – irrespective of what electricity consumers want.  Surely even 
your American correspondent understands the sun does not shine at night and wind farm 
output is sporadic and unpredictable and overall averages about one third of rated capacity. 
 
The business model of baseload, coal-fired power stations is “challenged”, as she quaintly 
puts it, because the federal government has mandated a massive subsidy and preferential grid 
access for intermittent electricity generators – at the expense of efficient forms of electricity 
generation and Australian electricity users. 
 








