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Submission No. 25 
8.11.05 

Parliament Of Queensland 
 
Petrol Pricing Select Committee 
 
 a submission 7th November 2005 from 
 
B A Clark 
 
As suggested I have responded using the questions suggested in the committee’s invitation. 
I am willing to appear before the committee if requested. 
 
 

• The extent to which current prices increase the competitiveness of alternate fuels 
such as E10. 

Examination of the production and introduction of alternate biofuels elsewhere in countries 
similar to Australia ( Ref 1) indicates that the alternate fuels require considerable price 
support. In Germany there is no tax on biofuel and its use is now optimal but very low, whilst 
in the UK the 20 pence per litre tax differential has proved somewhat inadequate. 
Whether you actually achieve any real increase in the overall sustainable transport fuel 
supply has yet to be answered by the development of biofuels. Both financial and energetic 
networks illustrating the actual cost in energetic (finite resource) terms of alternate bio-fuels 
exist in plethora for evaluating this question. Briefly, a reasonable consensus suggests that in 
terms of existing finite mineral petroleum resources, the production of part or full substitute 
biofuels has but a marginal effect on the rate of increase of mineral crude oil depletion. 
 
 

• The economic and financial consequences of current fuel prices, with a 
particular emphasis on regional Queensland and outer metropolitan areas. 

 
This question needs to be split into two areas. 
 
Regional Queensland 
 
With regard to regional Queensland, much of the agricultural and mining business interests 
will be able to pass on the increase in costs with only minor changes in production intensity. 
Current excise subsidies render the price of the primary diesel fuel to approximately 
equivalent to the US price and the international competitive situation generally remains 
unchanged. Tourism will be different. 
 Serious financial disadvantages do occur within that section of regional populations without 
the ability to charge these extra costs against income tax, or who have to bear those transport 
costs passed on to consumer goods. These add-on transport costs are disproportionate to those 
on charged to metropolitan populations. It needs to be also recognised that much of regional 
Queensland does not have the benefit of a highly cross subsidised public transit system. 
Current direct operational annual cross subsidy in SEQ is now in excess of several hundred 
millions of dollars per year.  It is expected that Tourism will take a hit as it is the most energy 
intensive mineral crude oil user and I expect the Queensland Treasury models will outline the 
size and likely areas where some dislocation will occur. 
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Outer Metropolitan Areas 
 
As mentioned above, annual operational subsidies from the Queensland Government for 
these areas, especially SEQ, are very high as a percentage of the journey ticket prices of 
public transit. It is also estimated that some 80% of the current Queensland Government 
subsidy of 8+cents per litre applies to fuel sold in SEQ giving a further subsidy of several 
hundred of millions of dollars to these populations. Such subsidies also promote increased 
rates of depletion for mineral crude oil resources. 
 
 
Research has also indicated that some 80% of single vehicle occupant journeys (this sector is 
approx 60% of all journeys) is for private discretionary travel. This type of travel is defined 
as the length of journey continued after passing the first point of entry to the public transit 
system. Overall, some 80% of all journey distance travelled in the SEQ is of the private 
discretionary travel type. Estimates of the value of private discretionary travel in dollars (at 
$15 /hr for journey time saved over subsidised public transit journey times) far outweighs the 
cost of congestion, promoted and used as an argument for increased road investment. It 
suggests that, at the very least, the Queensland State fuel subsidy for metropolitan areas 
should be cancelled and used to develop public transit in regional Queensland.  
 

• Practical ways that consumers can reduce their petrol bills and whether existing 
information on the fuel efficiency of different makes of vehicles is sufficient. 

 
There are two basic ways to tackle the above. The first is to operate the vehicle within its 
optimal use envelope by education (correct tyre pressures and improved driving techniques, 
etc), the second is in more accurate investment decision-making by the vehicle purchasing 
public when purchasing a vehicle. The Queensland Government should consider including in 
the road fund charges levied some incentives for purchasers to make choices that will reduce 
depletion rates. 
 
Investment Decision Making 
 
It can be demonstrated that with regard to energy from a finite source, the time developed 
marginal costs (TD MC)  Ref 2, of the energy consumed over the economic life of a vehicle 
should always be used in investment decision making such as purchasing a vehicle. This type 
of cost signals ahead the costs of depletion and exhaustion of the current finite fuel resource, 
including its replacement with a higher cost resource, as distinct from the average costs of 
extraction and use, normally used. Significantly, the TD MC, can also be used to compare the 
effect of various present technologies on their financial costs but also their effect on physical 
resource life. Usually in the present energy supply industry, this type of cost information 
although available is considered fully commercial in confidence and is therefore difficult to 
obtain in fine detail. 
Nonetheless these values should be pursued and freely made available to the public as a 
major project in the national interest by the Queensland Government. With regard to any 
financial appraisal advice offered, especially by the motoring organizations per se, it should 
be a requirement for them to use TD MC costs in any appraisal without exception. 
 
The use of TD MC in any investment appraisal involving energy costs should also be an 
essential part of the core purchasing policy of Queensland Government.  
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It is accepted that the bringing into line of the fuel prices charged at the point of consumption 
and the TD MC will be always advantageous to the optimisation of investment at all levels of 
activity.  It is, however, recognised that organization of price levels can depend upon other 
types of judgements. 
 
 

• How the Australian Competition Commission Powers could be strengthened to 
deliver enhanced competition. 

 
It has been clear for some years that returns on investment by the Australian petroleum 
refining and distribution industry, as in so many western industrialised countries, has not 
generally been sufficient to meet desired market criteria and it is now clear that shortages in 
this area has been a driver in price hikes. What investment has occurred has been to satisfy 
increased Government environmental regulation or to extend profit into 
non- core business such as general retailing at petrol stations. There has been a small 
investment to drive some distribution costs lower. 
 
Much has been made of opportunistic behaviour by refiners to increase refining margins. 
Whilst there have been gains in this area, I would re-iterate the main driver has been due to 
the flow-on of increased global demand combined with a world-wide shortage in refining 
capacity (ref 1). In this case it is difficult to see how the ACCC can or should alter the 
situation at the Australian refineries.  
 

• Whether Queensland receives its fair share of road funding? 
 
There is no evidence that Queensland does not get an adequate share of the present 
Commonwealth tax revenue for this purpose. It has been said of politicians that they are the 
only people who build bridges where there are no rivers. Much of the current road investment 
underway and planned in Queensland, especially in the SEQ, can be said to be of this type. 
 
 

• The capacity and benefits of the Federal Government reducing fuel excise to 
ameliorate the impact of high fuel prices on families and business. 

 
That the overall taxes on fuel should be much higher and in line with our western world level 
of consumption, will be seen to be essential in the near future necessitating at least a doubling 
in Australian pump prices. For instance Australia, US and Canada have by far the highest 
wasteful consumption in the world, have significant lower fuel prices due to low tax regimes, 
and continually exhibit the worst efficiency performance in all facets of mineral petroleum-
based energy use whether by industry, commerce, government business or private and public 
transportation of passengers and goods. Significantly these countries have been hardest hit by 
the increase in crude oil prices. 
It is unlikely, however, that this tax situation will change significantly quickly and in a 
planned manner to avoid the fore-coming worldwide instabilities in physical supply due to 
the accelerating crude oil depletion. The adaptation required by us all will cause a new set of 
values to emerge. The old set would be of little guide to predicting the new.  In the complex 
societies of the real world, time lags to-date have been, and are, such as to delay perception of 
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impending problems, and thus the development of new values. It is the job of politics to 
achieve this change. 
 

•  Whether Queensland motorists are receiving the full benefit of the 8.534 cents 
per litre subsidy; the efficiency of administration for the bulk end users scheme.  

 
I have not seen any evidence that the subsidy is not available at the pump.  The efficiency of 
any administration dispensing cash is normally dependent upon the level of corruption 
allowed to be practised in the process. 
 
References 
Future Fuels 2005 Published by the Energy Institute UK 
D J Fisk: The economic value of conserving energy J Inst F. Dec 1978 pages 187-190 
 
 
Appendix 
 
I have below made a few comments regarding ways we might use in understanding the 
changes happening. 
 
 
Risk Assessment of the economic effects of rapid changes in Petrol and Diesel pricing 
and those changes associated with Peak Oil effects on supply stability. 
 
Financial systems models, through network analysis of inputs and expenditures, exist in the 
Qld Treasury to indicate the expected changes in Queensland’s economic activity that rapid 
cost increases in any of the critical network elements bring about.  Physical energy input and 
associated financial data also exists in great detail and thus changes to the state’s economy 
due to rapidly rising fuel prices, would have already indicated some economic and energetic 
functional sectors as being at higher risk than others. Transport, especially air transport which 
involves a particularly high-energy subsidy, is of interest here.  
 
Whilst the Queensland Treasury level of interest would automatically be more with the 
effects upon Government revenue than with other issues such as social dislocation, political 
disharmony etc, others within Government and the community believe that these issues are as 
important and should be explored. 
 
A further, most important point about Peak Oil effects; is that, for the first time, the question 
of continuing long-term reductions in the physical supply of natural Petroleum derived 
products needs to be considered. The timescale of current economic decision-making is now 
much longer than the timescales over which substantial supply constraints are expected to 
develop.  
 
It has been argued elsewhere, a useful tool for initially predicting these effects is for the 
re-casting of the economic (financial) networks in terms of energy equivalence.  These can 
give indications of the effects of supply constraints. Again, much of the data is available to 
give valuable insights into the relationships between production intensity and energy intensity 
of various Queensland economic activities. 
 



 5

Risk management of the above situations. 
 
Whilst the State Government has the ability to legislate or re-activate previous legislation in 
the controlling and directing the physical use of critical resources for the benefit of 
Queenslanders as a whole, it is unlikely this will be seen to be necessary in the near term for 
mined petroleum-based fuels. As a matter of policy, however, it is likely that the State 
Government will require that these fuels be used always in a way that gives maximum 
long-term benefit to all Queenslanders. This has as its main aim, the endeavour to prolong the 
life of this existing high-intensity energy resource base. Such prolongation, allowing much 
higher cost substitutes to be developed carefully together with their use values, and thus 
avoiding crash programs, will be necessary as well as prudent in the near future. 
 
 
I have included comments upon the existing fuel subsidy. 
 
 Existing Petrol and Diesel Fuel Subsidy Queensland State Government. 
 
The average result of this scheme is that the price charged to consumers at the pump is a 
reduction of 8+cents per litre. The cost to the Queensland State budget is believed to be 
several hundred million dollars per annum. As the result of the subsidy is seen at the pump, it 
is sometimes difficult to see the subsidy’s effect, as the pump price varies considerably 
dependent upon the distance of the pump from the refinery gate (i.e. where the 
Commonwealth levies its Excise Duty.) 
  
The subsidy is iniquitous for a number of reasons: 
One is that people who never buy fuel in their lives contribute to the subsidy through 
Queensland State Taxes, presumably on the basis because they live in Queensland they 
benefit in some way. These benefits have never been spelt out. This is very applicable to 
people in regional Queensland. 
 
Again, the subsidy has less of a benefit in much of regional Queensland, outside of the SEQ 
metropolitan region, especially for those who can’t pass these costs on as Commonwealth tax 
deductions, and who in general have much larger individual consumptions due to distance 
constraints and lack of public transport infrastructure. 
 
Then again, it skews investment decisions regarding fuel-using appliances in favour of low 
capital and high operational costs (leading to rapid resource depletion) 
 
On the basis of equity, the subsidy could be removed from the metropolitan areas, such as 
SEQ, without any economic effect, the revenue saved being used for the development of 
Regional Queensland public transport services.  Much of the SEQ has been provided with 
public transport at a great and continuing level of subsidy, many hundreds of millions of 
dollars per year. This public transport infrastructure makes untenable the social behaviour of 
many of those living in SEQ who continue their private discretionary travel past the point of 
their first access to the public transport network and who demand further expensive road 
infrastructure development to cater for this behaviour. 
 











 
Addendum to Submission No 25 
B A Clark C Eng. MEI Re’td 
November 29th 2005 
 
Security of Supply 
 
It would appear that not a great deal has been said of the fact there is now a significant excess 
of worldwide demand for crude oil over available supplies. Scenarios and prognosis of this 
situation, that is credibly irreversible, indicate rapidly increasing prices for the end user 
together with supply volume instability. 
Recent analysis (March 2005) by BP Oil principals, indicates that worldwide investment in 
the exploration and production of crude oil, has since the year 2000 been increasing by 12% 
per year. (2004 was $ US 170 Billion). Other analysts suggest that there has been no 
appreciable increase in supply capability due to this increased investment. 
There is increasing support for the view that beginning in 2008, world production will 
decrease by some 3% per year from approximately 84 million barrels per day, and this is 
likely to continue for a decade and a half at least. This decline is due to actual physical 
constraints on the extraction from known and predicted in ground reserves. Even if 
worldwide investment levels could be increased significantly, it is unlikely that production 
will be able to be improved. 
World production in 2020 will be probably in the order of 54 Million Barrels per day. 
Inequities currently applicable in the distribution of crude oil will be therefore severely 
exacerbated. Voluntary substantial reductions in use by the developed world economies have 
to date attracted little attention Imposed solutions must be seen to be seen to be possible by 
diplomacy (sanctions), economics (price fixing) or aggressions. Currently the world’s two 
largest nation states, both equipped with powerful military capabilities and having 44% of the 
world’s population, have access to some 10% of the current world’s production of crude oil. 
It is difficult to see how this state of affairs will be allowed to continue in an era of reducing 
supply. 
Australia and the concept of voluntary reduction in the use of petroleum fuels. 
 
Whilst it may be thought that action at a Federal level should be the preferred response can a 
State Government possibly initiate such a concept and form an action plan? 
Currently the Queensland Government has control over vehicle registration fees and the rates 
are presently structured to reflect power consumption only. A restructuring of these rates with 
zero registration fees being levied for vehicles equipped with low fuel use hybrid engines 
together with additional charges for the remainder of vehicles above a base km travelled per 
annum would provide a platform for attempting to reduce transport petroleum based fuel use 
to approximately a third of present consumption within the next 15 years. This will give a 
defensible morality to Australians as serious world citizens. The revenue raised should be 
used to expedite the changes and mitigate job mobility and training needs. 
This 60% reduction can be achieved if hybrid technology especially is comprehensively 
introduced across the whole transport mix over the next decade and a half. Second stage 
hybrid technology now in production has reduced fuel use to 25% of the current Australian 
litres per 100 km figure.  
The Queensland Government could also initiate the siting of a major hybrid vehicle 
manufacturing facility in Queensland with the correct blend of incentives to the current 
leaders in this technology. It has been estimated that at least 100 major new hybrid 
technology plants will be required worldwide within the next decade.  
Ref Energy World Pages 16/17 August 2005.    


	025
	Parliament Of Queensland 
	 
	Petrol Pricing Select Committee 
	 
	 a submission 7th November 2005 from 
	Regional Queensland 
	Outer Metropolitan Areas 
	 Practical ways that consumers can reduce their petrol bills and whether existing information on the fuel efficiency of different makes of vehicles is sufficient. 
	 
	Investment Decision Making 
	 How the Australian Competition Commission Powers could be strengthened to deliver enhanced competition. 
	It has been clear for some years that returns on investment by the Australian petroleum refining and distribution industry, as in so many western industrialised countries, has not generally been sufficient to meet desired market criteria and it is now clear that shortages in this area has been a driver in price hikes. What investment has occurred has been to satisfy increased Government environmental regulation or to extend profit into non- core business such as general retailing at petrol stations. There has been a small investment to drive some distribution costs lower. 
	 
	 
	 The capacity and benefits of the Federal Government reducing fuel excise to ameliorate the impact of high fuel prices on families and business. 
	That the overall taxes on fuel should be much higher and in line with our western world level of consumption, will be seen to be essential in the near future necessitating at least a doubling in Australian pump prices. For instance Australia, US and Canada have by far the highest wasteful consumption in the world, have significant lower fuel prices due to low tax regimes, and continually exhibit the worst efficiency performance in all facets of mineral petroleum-based energy use whether by industry, commerce, government business or private and public transportation of passengers and goods. Significantly these countries have been hardest hit by the increase in crude oil prices. 
	It is unlikely, however, that this tax situation will change significantly quickly and in a planned manner to avoid the fore-coming worldwide instabilities in physical supply due to the accelerating crude oil depletion. The adaptation required by us all will cause a new set of values to emerge. The old set would be of little guide to predicting the new.  In the complex societies of the real world, time lags to-date have been, and are, such as to delay perception of impending problems, and thus the development of new values. It is the job of politics to achieve this change. 
	References 
	 
	 
	Appendix 
	 

	025a
	 
	Security of Supply 


