Financial Review, Thursday, November 29, 2018, pages from 37 to 37

R Thursday 29 November 2018
‘www.afr.com | The Australian Financial Review

Editorial &Opinion ¥

How Coalition can improve the odds stacked against it

The Coalition
has relied too
much on
selling fear.

It would do
betterif it
tried selling
the future.

-l

Elmer Funke
Kupper

inVictorithis weok.

¢ Thisweek, Victorian MP Julia Banks moved
: from the Coalition to the crossbench asan

member. the

0dds of the government winning the next
: election moved from $3.70 t0 $4.25. The
: Labor Party narrowed to $1.20. That is quite

agap.
The issues that plague Canberra have

| become ever greater since 2007, and this

for

Iwas not allowed tovote in the days of

: Hawke or Keating, but would havevoted for
: them. Justlike I voted for John Howard. All

: three were strong leaderswho focused on

¢ relatively few, important policies—floating

: thedollar, setting up our superannuation

i system or introducing

the GST.
‘The fact that they belonged to different
was less relevant than their personal

: parties
: leadership on the issues thatwould
: delermmemufutule

ly Daniel A

Sure, it’s not allroses with Mr Andrews.

: He thatis

: growingwell ahead ofinflation. He spenta
: billion dollars not to build aroad. Heshut

: downa large power station before having

: analternative in place. And onewonders

¢ whythe state has to provide food for

: childrenwhogoto school, i

d of —wait

Bill Shorten and Scott Morrison facing off on Tuesday. PHOTO: ALEX ELLINGHAUSEN

‘will not be easy. Thereare atleast three
decisive steps he has to take.

First, he hasto remove the influence of
the plotters and the far right. To this day, the
removal of Malcolm Turnbull remains

¢ forit- their parents. These are fairly typical
Bsueswitha[aborgavemment

Mr

wasreelec:edbecauseneprwldeda
: positive agenda thatdeals with the very real
: infrastructure challenges of a growing city—

across transport, health and education. Itis

 thenumber oneagenda item that mattersto
: Victorians.

Victoria is still well behind in its

: infrastructure investment program. Most of
: uswould liketo see it through. Continuation
: ofleadership helps, particularly when the

: alter government s

The Coalition can act to improve its odds.

 The reaction to ScottMorrison and Josh
: Frydenberg hasbeen largely positive. They
: seem well grounded and sensible.

Thave been thinking about what Mr

: Morrison has todoto improve the odds. It

More surprisingly, the coup leaders
remain in their posts. It seems all right to
take the country through this nonsense and,
when it fails, just keep going as if nothing
happened. Itreally isn’t.

No appeals from past leaders like Mr
Howard will convince voters they need to
unite behind their party. Voters need more
tangible evidence it’s been dealt with.

Moreover, the far-right policies thatsit
behind the coup are less relevant today.
They tend to focus on fear. Fear of
immigration, fear of climate change
policies, fear of cost of living pressures, fear
of all Labor policies.

Many people share those fears. I share
some of them. It’s just that fear alone is not
enough to win elections. We need an agenda
thatgives hope of a better future aswell

Second, Mr Morrison should havea

Bill Shorten has to do
less to stay in the box
seat for the election.

climate change policy. Lastyear, Iwrotea
positive piece in The Australian Financial
Review on the National Energy Guarantee
(NEG). Itwas the first sensible policy that
married together energy security and the

Third, Mr Morrison has to balance the
debatearound immigration and
infrastructure. Australia has delivered 25
years of uninterrupted economic growth.

In the last decade around one-third of our
growth has come from immigration. This is
material. Australia needs more people over
time. Cutting immigration materially will
Pprove to be an economic mistake, even if it
plays to the immediate fears of many
people.

Itistrue thatMelbourne and Sydney
cannot handle the growth. Thisisnota
function of growth, buta function of alack
ofinvestmentin infrastructure.

The federal government has tomakea
material infrastructure commitment thatis
supported by the states. This commitment
must be one of the largest in history and
include a number of committed projects.
‘Thatway, we break through the decades of

inaction. Victoria
how to g thisand how
voters.

Both leaders can still be competitive. The
bookies are usually correct when they calla
clear favourite.

Mr Morrison has some hard decisions to
make if he is to change the odds. Hecan
attract undecided voters and reduce the
swing to Labor. He iswell liked personally,
and can build on thisif he deals with the
issuesin his party and builds a positive
agenda. I'suspect he has three months to get
this done. Nota lot of time, but not
impossible.

Bill Shorten has to do less to stay in the
box seat. He must show undecided voters
that he can run the economy sensibly. And

g

It that
can now competewith traditional fossil
fuels. It It
even looked like it might get through
Parliament.

It’'s therefore hard to understand why the
Coalition dropped the NEG. It’s onethingto
beacli ©
haveno long{en'n polkywhatsoever and
then torpedo the one policy that made
sense.

Ttnow looks like Labor may adopt the
NEG. Clever.

h few of his policiesin
areas such as negative gearing and climate
action. Keep me ideas, buttake off therough
much

upslde lfheshuwshelswl]ungmlislen to
feedback, he can consolidate his position in
the nextsix months.

‘Whenwego to the ballot box, we place a
bet for the next three years. Gamble
responsibly.

Elmer Funke Kupper is a private investor and
aformer CEO of the ASX.

There is a third way out of the climate and energy policy knot

Climate wars
A market-
based carbon
price can be
turned intoa
climate
dividend that
offersa

$20 billion
gain shared
withall
Australians.

Richard Holden
and Rosalind
Dixon

: onmrhnn and

i Formore than a decade Australia has been

trying, and largely failing, to do something
meaningful about climate change.

And in the run-up to the next federal
election we are faced with competing

: visions from the governmentand

: opposition. The governmentwants to

: threaten power companies into lowering
: electricity prices;
: invest public money in green energy and
: transmission infrastructure.

‘Wesshould assess any energy plan against :

wantsto

: expensiveifithasto be repeated many
: times over, to get us toour Paris targets.

We have therefore suggested thereisa

: better way for both sides of politics. Last

‘weekwelaunched a new policy that

: proposesa universal carbon pricesetat

: $50 per tonne with a commitment to

: rebating100 per cent of the net proceeds

: from that tax directly to Australian citizens.

This “climate dividend” planwould make

: sure thatalternative energy sourceswere

suggest l'hala dividend of mlsldnd would

energy policy? Our plan- indeed any plan

eachyearaﬁerpaymgmem andmakeme
lowest fifth of

that
inconsistentwith the government’s
Butitneed not

better off. Overall around three-quarters of
Australian would

This isalso before making any
behavioural changes to reduce their carbon
footprint. If they did make such changes,
they would be even better off.

For businesses, itwould not provide

wrltrh the policy Labor announced on
Thursday to invest $15 billion in clean
energy and transmission. They are not
mutually exclusive.

‘We prefer the level playing field between
different types of energy provided by the tax
component of our plan, a playing field on

puton an even footing gas,

three broad criteria: it must and agenew
affordability, reliability and carbon inrenewableenergy.
reduction in linewith our Paris

O sal:itcannot : Coal-fired power

i fi bers of Australian H it

; forlargenumbers of Austr ageor | 1€MAINS as long asitis
ec for the mostv i necessary to ensure

i Measured against these criteria, the i ) v

: government’s policy scoreswell on H rellablesupply.

: reliability. Ithas good intentions on i h
affordability, though uses the wrong tools,
and is thus likely to fail to meet Butit dosoinamarket: way,
Ramermanrelymgonmepowerofmarles which would thatenergy

: H "mal—ﬁredpawerremalns

maﬁlgpﬂosmthmmtsofdmnues.ll
¢ isthoroughly un-Liberal. And it scores

C but
in cost could be passed on to consumers
(who are receiving compensation).

Itwould also directly address the

f global
wou.ld lmpose a“border adjustment rax" on
imports from countries without an effective
price on carbon, and exemptions for
in f: for

export to such countries. Business

Inrsomeways, the plan is quite radical: it
openly embraces the idea of a price or tax on
carbon. And it suggests that this tax should
apply toall key carbon emissions—ie to
energy, transport and agriculture.

partof the mix, solong as

: ensure mllableenerysupply Rather than

The ALP’s policy, in contrast, scores well

{ almostzero on carbon reduction: itishardto mandating a certain proportion of
i seehow h gy choiceswould be
¢ withoutany real planto doso. de(ennmedbymarkeifomes

Mostimportantly, itwould address the

theright

problem in new and important

But any climate
policy puts an implicit price on carbon—the
only difference is thatwe doso openly,ina
clear and transparent way that ordinary
Australians can understand. Clarity of this
kind also helps give business the certainty
they need for major investments in the

and it
almsboth[ounlocknewpwersoummal
can reduce carbon emissions and increase

: reliable energy supply.

Butitputsalot of faith in government

: bureaucrats, rather than the market, to
: achieve these goals, and will bevery

: itwould provide universal

: thecarbon tax. In fact, our

: instead ad hoc forms of

Austr

compensation to different groups, as Labor
did in 2011 when introducinga carbon prrlce

which winifthey

provide cheaper energy on a carbon-costed

basis. Labor’s plan tilts further in favour of
But the two could go

They are not mutually exclusive,. and could

even be made towork in complementary

ways—atleast fora transitional period.

The ALP’s boost to renewable energy
could help speed up a market-based

away from coal to
energy sources.

/And a small portion of the proceeds from
the carbon tax could be used to fund the
promised $15 billion investmentin
renewables— either by paying for the interest
costs of borrowing thatamount, or by paying
for those costs directly, over five to10years.

The pot of money available for a carbon
dividend to citizens, under our plan, would
be roughly $20 billion ayear.

Itis important for the plan’s integrity for
thevastmajority of those funds to flow to
households. Buta small portion could
certainly be used to support investment in

infrastr

Inotherways, me isalso highly
centrist: it seeks totranscend left- right
create a policy thatcan

allclizens inthe formofacarbondividend
—an equalsslice of the revenue raised from

command support from allsides of the
political spectrum. How might this proposal
fitwith governmentand ALP

http://todayspaper.smedia.com.au/afr/PrintPages.aspx?doc=AFR/2018/11/29&from=37&to=37

transitional period.

Rosalind Dixon and Richard Holden areco-
leads of the UNSW Grand Challenge on
Inequality.
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