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Still A Burning Question 
Fossil Fuel Subsidies in Australia 
 
After a long campaign of denial Australia’s fossil fuel lobby and its allies in the state have 
dropped the pretence. Of course the sector benefits from multi-billion dollar subsidies and 
always has. Today public money still pours in, even as bushfires burn with unprecedented 
ferocity. 
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There was a time, not so very long ago, when debate on fossil fuel subsidies in Australia 
focused on whether such subsidies existed.  

Back then, Australia’s business and political class had to at least pretend to follow the 
central tenets of market liberalism, including the idea that subsidies are bad. These people 
nodded along as assistance was wound back to Australia’s textile and car manufacturing 
industries, which subsequently went offshore. 

So when the Australia Institute published research on the subsidies that Australia’s mining 
and fossil fuel industry receives, there was a lot of pushback from the industry about 
whether or not it was fair to call these deals ‘subsidies’.  

For example, the biggest part of the mining industry’s $4.5 billion per year in federal tax 
breaks is a rebate on its use of diesel.1 The mining industry rejected the term ‘subsidy’ on 
the basis that much of its diesel use is not on publicly-funded roads, so they shouldn’t have 
to pay that tax.2 Negating this argument is the fact that road funding has not been linked to 
fuel tax for decades.3 

                                                
1 ‘Pouring more fuel on the fire’, Matt Grudnoff, The Australia Institute, 25 June, 2013. 
https://www.tai.org.au/content/pouring-more-fuel-fire  
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https://www.abc.net.au/news/rural/2014-05-05/miners-defend-diesel-fuel-rebate/5430832 
3 ‘Revenue from road use’, Rob Dossor, Parliament of Australia, 
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Another example; between 2008 and 2013 Australian state governments spent $17.6 billion 
on measures to support the mining and fossil fuel sector. Almost $8 billion was spent on 
coal transport infrastructure.4 

The coal industry complained that this spending is not technically a subsidy because user 
charges and royalties are later paid.5 However, the Treasury department in the major coal 
state of Queensland makes it clear that ‘Government spending on mining related 
infrastructure means less infrastructure spending in other areas, including social 
infrastructure such as hospitals and schools.’6    

But those were the good old days. Since then, the Australian Government has dropped all 
pretence of not wanting to subsidise the industries it favours, particularly the coal industry. 

Most famously, the Federal Government tried to funnel a $1 billion subsidised loan to Adani, 
the Indian energy conglomerate trying to build the largest new coal mine in the world.7 Far 
from being shy about government assistance to the coal industry in the age of climate 
change, the mining minister emphasised that ‘every coal basin in Australia has been opened 
up through federal and state government investment.’8 

The proposed Adani loan led to a huge public backlash that resulted in the Queensland state 
government vetoing it prior to an election.9 Post election, the Queensland government has 
itself tried to subsidise Adani with a deal to defer royalty payments.10  

Despite controversy around support for Adani, Australia’s conservative government 
snatched a surprise victory in the 2019 federal election. Since then subsidising fossil fuel 
development is the openly stated policy of the government. 
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The federal government has just given $4 million to support a feasibility study for a new coal 
fired power plant.11 With no bank or other commercial investor interested in the project, it 
will be up to the government to build it, a prospect welcomed by members of the 
government who are sick of ‘sending all our fantastic coal overseas.’12 

This follows various government efforts to underwrite coal power station upgrades and 
extensions and to subsidise new gas-fired power.13 A deal for federal funding of energy 
infrastructure in New South Wales came with the catch that new gasfields needed to be 
opened, or import terminals developed.14 

Of course, none of this touches on the huge subsidy provided to fossil fuel producers and 
consumers by not making them pay for climate change. 

This may be shifting. The unprecedented bushfire crisis in Australia over the summer has 
increased public calls for climate policy and for polluters to bear some of the costs currently 
borne by governments and the community. The Australia Institute has put forward a 
detailed proposal for a levy on fossil fuel producers, with funds directed into a National 
Climate Disaster Fund that would contribute to disaster recovery and climate adaptation.15 

Unfortunately, the Australian Government has ruled out a levy on its friends in the gas and 
coal industries.16 This is hardly a surprise given that Australia was the first, and probably 
only, country to have a carbon pricing system and then abolish it. We also allow many mines 
to be abandoned or barely rehabilitated, another multi-billion benefit to an industry that 
used to claim not to be subsidised. 

Yes, ‘used to’. The debate about whether Australia has fossil fuel subsidies is long gone. 
Now that these industries have it so good, they barely bother to contest the ‘subsidy’ tag. 
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