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Queensland resources industry development plan

The world has committed to decarbonise. Queensland’s resource
industry development plan is intended to coordinate how the state
will realise the opportunity to be a major global supplier of the
minerals that will be needed in the new economy. This opportunity
is based soundly on the comparative advantage represented by
the state’s renewable energy and new-economy mineral
resources. With some gaps, the draft plan identifies actions that
will be taken to realise the opportunity.

The Queensland Government has committed to reducing the
state’s greenhouse gas emissions by at least 30 per cent by 2030
and reaching net-zero emissions by 2050. The global and
domestic commitments create an existential challenge to the
economic contribution and jobs of the state’s current carbon-
intensive resource activities. The draft plan is alarmingly silent on
this challenge and how it will be managed. In some areas, notably
natural gas, it defies the very changing tides that create the
opportunity.

No corner of the economy will be unaffected by climate change
and the response. Therefore, a whole-of-government plan and
policy framework are required, rather than the disconnected
approach being taken to date across Australian governments.

In assessing the draft plan against this background, we make the

following recommendations:

o The Government should clearly articulate the link between the
plan and the Government’s emissions reduction commitments.
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The plan should directly acknowledge and address the
challenge that climate change action presents for existing coal
and gas, without detracting from the opportunity.

To focus the plan, the Government should do a basic
economic assessment of the new-economy minerals and their
global supply chains, to identify where value could be created
and delivered for Queensland.

The Government should establish a governance structure to
ensure collaboration between government, industry, regional
communities, workers, and other segments of civil society.



Queensland resources industry development plan

This submission is made by Tony Wood and Alison Reeve of the
Grattan Institute. It responds to the consultation draft Resources
Industry Development Plan issued by the Queensland
Government in November 2021. Grattan Institute is an
independent think tank focused on Australian domestic public
policy. It aims to improve policy outcomes by engaging with
decision-makers and the broader community.

The Queensland Government has recognised that the need to
decarbonise is shifting the tides of the world’s resources needs.
The state has an opportunity to be a major supplier of the new-
economy minerals the world will need. The Government wants the
Plan to provide the direction and coordination across government
and with industry and communities that will be necessary to
realise this opportunity.

This brief submission reflects Grattan’s policy focus and consists
of three sections: the first considers the nature of the challenge to
existing activities, jobs, and economic activity; the second
considers the opportunity that exists based on the state’s
renewable energy and new-economy mineral resources; the third
considers the draft plan in the context of addressing the challenge
and realising the opportunity.
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The Government is trying to have it both ways on reducing
emissions and remaining committed to coal and gas. This is
economically unrealistic given global and domestic momentum to
achieving the commitments of the Paris Agreement. It is unclear
what sort of support is envisaged for coal projects and what
financial, social, and environmental tests will be applied.

There may be opportunities, but decline is the most likely
scenario, domestically and regionally. Early closure of domestic
coal-fired power plants is more likely than not, and the
Government controls most of the plants and the drivers for this
part of the transition.

The world is moving faster than the Plan envisages. While
incumbents will have a strong incentive to minimise capital
investment and modify their assets to reduce emissions, new
entrants such as Fortescue will not be so constrained.

Grattan Institute 2022

The Government has recognised and embraced a low-emissions
future, consistent with the global commitments under the Paris
Agreement. In that scenario, the future demand for fossil fuels
(coal, oil, and gas) declines, although at different rates.

The position on natural gas, as outlined in the draft Plan, is
inconsistent with that future, as illustrated by the following chart
based on the International Energy Agency’s World Energy
Outlook 2021:
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The draft Plan is more aligned with the Stated policies scenario.
But if the world is serious about decarbonisation, the Sustainable
development scenario is the only one consistent with reducing
emissions to limit global temperature rises to 1.5C.

Corporate action on climate change is rapidly evolving. The draft
Plan is already out of date regarding domestic gas demand. For
example, Incitec Pivot has announced closure of the Gibson
Island urea plant, leaving open the possibility of a conversion to
renewable-based hydrogen.

There are scenarios that suggest a natural gas supply squeeze in
south-east Australia over the next few years. Possible supply
alternatives are still to become firm, such as Santos’ Narrabri
project, or import terminals — Squadron Energy’s at Port Kembla
or Viva Energy’s at Geelong. Alternatives that depend on new
pipeline proposals, such as from Beetaloo, seem particularly
exposed to a declining market beyond 2030. The Government
should resist providing financial support for such proposals.

The draft Plan attempts to include both methane and hydrogen
under the gas heading. This is confusing and makes little sense in
terms of what it means for resource development.

The draft Plan proposes that ‘coal projects will be supported
provided they stack up financially, socially and environmentally’
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(page 10). The criteria need to recognise the rapidly changing
demand outlook for coal, both domestic and regional.

Public funding, direct or indirect, would seem to be very
questionable. Where ‘support’ includes a subsidy, there is an
associated opportunity cost: every dollar of support for coal (a
declining industry with major environmental impacts) is a dollar
that isn’t available to new (and growing) industries.

In our view, the logic (page 2) that lowering the emissions
intensity of coal production will keep those industries competitive
for longer is most questionable. This would only be the case if:

e A shift to lower-intensity production reduced costs (which

may be the case if it involves renewable energy
substituting for another fuel, but 70 per cent of coal
mining-related emissions are fugitives, so the scope is
limited).

e Someone will pay a green premium for ‘low-carbon coal’,
which seems most unlikely.

e There is a carbon price, which seems at best a remote
possibility in Australia.

Regarding the draft Plan’s reference to recent reforms to the
Government’s financial assurance and mine rehabilitation
framework (page 36):

o There is arisk, for example under the IEA’s net-zero
scenario, that multiple mines are closed or downsized
concurrently. The Government should stress-test the
current framework arrangements against such a scenario.
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e Legacy fugitive emissions can continue long after a mine
is closed. This is a material issue because fugitive
emissions from coal mining accounted for 8 per cent of
Queensland’s total emissions in 2019 and 70 per cent of
all coal-mining emissions. Responsibility for managing
legacy fugitive emissions should be incorporated into the
framework.

Much has been written about Australia’s comparative advantage
as an energy superpower in a low-emissions world. The
advantage will be even greater when combined with the country’s
material share of new-economy minerals.

Beyond identification of renewable energy, hydrogen, and new-
economy minerals and their qualitative potential, the draft Plan
contains little assessment of the specific opportunities for
Queensland and their impact on the economy and jobs. Such an
assessment should include a clear view on where the key supply
chains could be economically delivered in Queensland.
Otherwise, there is a risk of wasting resources by pursuing
unlikely elements of the overall opportunity.

The draft Plan has little focus on how the opportunity can be

delivered across the supply chain, beyond vague statements of
the government and industry working together.
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The draft Plan recognises the opportunity in new-economy
minerals but does not recognise the need for the extraction and
processing of critical (‘new economy’) minerals to be consistent
with the state’s net-zero emissions commitments.

The Plan includes a commitment to review the royalty and rent
regime for minerals to ensure it is not a barrier to new
developments (page 28). Such a review should take account of
the likely declining revenue from coal royalties (our estimate: $48
billion between now and 2050) — it may not be wise to give too
many holidays/concessions in this context.
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The draft Plan has no policy framework that links the Queensland
resources sector with the state’s commitment to net zero by 2050.
This deficiency flows from the absence of a clear, economy-wide,
national climate change policy. Industry and state governments
are left with third-best policies where regulatory obligations or
incentive frameworks are applied on an ad hoc, uncoordinated
basis.

An example of such consequences is the stated expectation in the
draft Plan that the resources industry must act to decarbonise
operations in line with the Government’s commitment. The
practical result is that the Plan is left with vague commitments
such as lowering the emissions intensity of coal and gas and
minerals extraction and processing. It also allows for optimistic
claims regarding the need to develop new gas resources, with
only vague recognition of the emissions consequences.

There is a proposal in the Plan (Action 18) that this expectation

could be implemented as a regulated obligation under new and

amended environmental authorities. This is a poor substitute for
clear climate change policy and is likely to prove too complex to
codify.
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Too much of the draft Plan comprises motherhood statements
that obscure the important content. It includes 43 ‘actions’, yet
they are neither prioritised nor structured. This is a recipe for an
unmanageable bureaucracy.

The 2050 vision for the sector is reasonable, particularly regarding
the potential for growth and diversification through new-economy
minerals. But this vision is not translated through to the actions, or
at least the linkages are not evident. An economic assessment of
the supply chains should inform the Government regarding the
potential for onshore value creation and jobs.

The draft Plan recognises the case for industry policy that reflects
a high level of collaboration between government and industry,
given the scale and pace of the transformation envisaged over the
next 30 years. The Plan refers to a whole-of-government
promotion strategy (Action 3). This should be expanded to a
whole-of-government development strategy, encompassing
resources and manufacturing, linked explicitly to key regions and
to the Queensland Energy Plan currently being developed by the
Minister for Energy; and focused on growing industries.

The economy-wide challenges and opportunities that flow from
climate change are emerging increasingly fast. Other countries
are following paths like those identified in Queensland’s draft
Plan. Managing the challenges before they overwhelm existing
sectors, regions, and communities, and realising the potential
opportunities for these same stakeholders, demands a greater
sense of urgency. Establishing milestones that reflect that
urgency and a public reporting commitment would be useful.
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Successful 21t century policy of the sort envisaged in the draft
Plan requires a strong governance structure that gives substance
to a collaborative approach that includes government, industry,
and civil society. Collaborative coordination seems to be the
Government’s intent.

The commitment to coexistence and sustainable communities is
positive, as is the concept of a coexistence framework. The
details and governance arrangements of such a framework,
including the relationship with local communities and landholders,
will be critical to its success.

Some elements of the text could be seen as patronising, with a
flavour of trying to manipulate the community into acceptance. It
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would be better to push the resources industry to approach
landholders as equals with rights and make the principles more
substantial than the present vague motherhood statements.

On the other hand, the expectations set out in the section on First
Nations (page 59) are clearer and more respectful, and therefore
more likely to be effective.

Action 31 on workforce planning is a critical element and needs to
extend downstream into related manufacturing.
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