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International Experience

Key Takeaways:

Natural Gas: Essential for industrial processes and reducing carbon emissions.

U.S. Model: Prioritise domestic supply, highly competitive gas market, for economic benefits.
Europe's Struggles: High costs and industrial decline due to energy policies and high prices.
Australia's Strategy: Should focus on abundance, transparency and domestic supply.

Energy is fundamental to industrial economic development, with no advanced economies having
low energy consumption. While some processes can and will electrify, heat—primarily from natural
gas—remains essential for many industrial processes including cement, fertiliser, glass, alumina, bricks
and steel production.

Natural gas is currently the most viable fuel for reducing carbon emissions in these sectors.

Modern energy policy should prioritise securing abundant, low-cost natural gas supplies to support
manufacturing, economic growth, and decarbonisation.

The U.S. model shows expanding reliable supply while prioritising domestic customers yields
broad economic, welfare, and sustainability benefits. Its strategic approach to gas development
helped transform the economy, achieve energy security and revitalise manufacturing.

Initially, U.S. policy prioritised domestic supply over exports, only relaxing export restrictions after domestic
markets were oversupplied and domestic prices sustainably affordable.

U.S. gas prices fell dramatically, averaging just $2.05 per MMBtu in 2020, well below European prices.
This price advantage lowered operating costs for energy-intensive industries and chemical feedstocks,
leading to increased manufacturing investment, output, and exports.

It also contributed to a 7.5% per capita reduction in U.S. greenhouse gas emissions and a 33% decline in
electric power sector emissions since 2007, primarily due to coal-to-gas switching and growth in non-
carbon sources.

Europe shows how restricting domestic gas production while relying on Russian imports led to
deindustrialisation and massive jobs losses. European gas production in 2024 was at its lowest since
the 1970s, down 43% from its 2004 peak.

Germany, in particular, shows what energy policy failure looks like. The legislated nuclear phase-out
(completed in 2023) and ban on shale gas fracking (2017) removed key sources of reliable, low-cost
energy.

By 2021, Germany imported about 95% of its natural gas, with Russia supplying 55%, a dependency that

was exposed by the Ukraine conflict. The subsequent supply shock and price spikes led to elevated gas
costs, forcing industries to reduce demand or shut down capacity.

Key sectors including fertilisers, glass, ceramics, and metals experienced severe production curtailments.

German manufacturing contracted in 2023 and 2024, with many firms considering relocating due to high
energy costs and policy uncertainty.

Australia should make more gas available at internationally competitive prices. Australia’s priorities
should include accelerating responsible gas development with timely approvals, transparency, and
infrastructure improvements, alongside export controls that ensure abundant, low-cost energy serves
Australian industry and households.
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In particular, as Australia advances further towards a renewables-based electricity grid, the role of gas,
alongside batteries and pumped hydro, to back up and “firm” renewables is crucial. If gas prices remain
high, so too will the electricity price, due to a near perfect correlation between gas and electricity prices in

the electricity market.

This policy mix — abundance for domestic needs first, exports second, efficiency always—can deliver
competitiveness, resilience, and credible sustainability for Australia’s economy.

International Experience | Manufacturing Australia



