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SYNTHESIS ARTICLE

Divestment, energy incumbency and the global political economy of
energy transition: the case of Adani’s Carmichael mine in Australia
Giorel Curran

School of Government and International Relations, Centre for Governance and Public Policy, Griffith University, Brisbane,
Australia

ABSTRACT
Divestment campaigners are relatively new entrants to climate activism but have
already made important contributions to the efforts of their climate movement
allies. Through their strategy of directly targeting those financial actors responsible
for the funding of fossil fuel production, they now play an increasingly key role in
the decarbonization project. Despite these efforts divestment faces significant
constraints. These constraints are illustrated in our study of the anti-Carmichael
mine campaign in Australia. While the persistent campaign of divestment actors
helped convince many financiers to decline funding the mine, in the end the mine
was approved to proceed. This is no surprise, given the on-going resilience of fossil
fuel financing and of the energy regime that sustains it. To understand the key
elements of this resilience, and how it impacts divestment strategy, this paper
situates divestment more directly in the contemporary globalized political economy
and in the related politics of energy regime incumbency. The findings apply both
to our specific Australian case and to the politics of divestment more broadly.

Policy Insights
. The continued funding of fossil fuel production highlights the limitations of

national and international climate policy negotiations to achieve significant
change.

. Divestment addresses these policy disappointments through its direct targeting of
the financing of fossil fuel production.

. The Carmichael coal mining case in Australia highlights the constraints climate
actors confront in shifting climate policy decision-making away from incumbent
energy regime actors – both financial and political.

. The case’s trajectory raises both national and global climate policy implications,
particularly the on-going resilience of fossil fuel financing and the networks and
practices that sustain it.
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1. Introduction

Greenhouse gas (GHG) emissions continue to rise worldwide, largely due to emissions from electricity, transport
and land use practices. In the electricity sector coal-fired power generation remains the largest source of emis-
sions. Despite the historic Paris Agreement, there is on-going reluctance among many business and political
actors to commit to reducing emissions to the level necessary to avert catastrophic climate change. Yet there
are some emergent green shoots. In the energy sector – the focus of this paper – the world is currently under-
going a clean energy transition, even as the adequacy of its pace is a major concern. In 2018, the International
Energy Agency (IEA) nonetheless reported that renewables had surpassed fossil fuels as new sources of electri-
city, and that thermal coal exports would decrease significantly by 2040 (IEA, 2018) – albeit a decrease in coal
exports does not necessarily mean a decrease in coal consumption, either domestically or globally.
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Divestment has helped drive this momentum, and plays an increasingly central role in the decarbonization
project (Apfel, 2015; Bergman, 2018; Gunningham, 2017). There is good reason for this: the de-financing of fossil
fuels is critical to ensuring that their production is phased out as quickly as possible. The strategy can also claim
some important wins. Sustained divestment pressure over a number of years has prompted national and inter-
national financiers to decline investing in new thermal coal mines. In Australia, this pressure led to the coal
mining case study at the centre of this paper – the Adani Carmichael coal mining project in central Australia
– to reduce its scope and scale. Originally planned to be one of the world’s largest proposed coal mines, and
the largest in the southern hemisphere, its initial ambition has been curtailed.

Divestment is now a well-established strategy in the tool kit of coal contestation. As momentum grows, the
divestment decisions of growing numbers of large financial institutions and institutional investors in Australia
are capturing increasing media attention (see Hill, 2018; Mercer Australia, 2018; Morton, 2019b; Zhou, 2019).
Coupled with, and sitting within, the growing fields of responsible investment and climate litigation, it can
appear that time is finally being called on the extraction and burning of coal, and that a clean energy policy
tipping point is fast approaching.

Yet the energy status quo that divestment is set on upending is proving highly resilient. To understand how
this resilience interacts with divestment strategy, this paper situates divestment more directly in the contempor-
ary globalized political economy and in the politics of energy regime incumbency, illustrating how these
dynamics have unfolded in the Carmichael mine case. This approach helps to more fully explain what both
drives divestment and what constrains it. As an important contestation strategy, an analysis of divestment is
important in its own right. But it is also a useful conduit for examining the broader political economy of
energy of which it is a part, and which ultimately influences its outcomes.

The paper proceeds in two parts. After a brief sketch of the coal mining landscape in Australia and globally,
the first part explores the meaning, operation and successes of divestment. It begins by situating divestment
in the ‘social responsibility of business’ context from which it emerges, before turning to an examination of
how the strategy unfolded in the Carmichael mine case. The second part considers the strategy’s constraints,
especially in terms of its capacity to accelerate the energy transition to the pace necessary to avert catastrophic
climate change. Here it explores the evidence of divestment: who is, and who is not, divesting and why; before
considering to what extent divestment strategy, as it is currently practiced, is likely to impact the on-going
funding of fossil fuels. While this analysis is illustrated through application to Australia’s Carmichael mine
case, the paper also draws some broader conclusions.

Methodologically, the paper’s single case study enables a deep analysis and illustration of the issues raised.
The case has been the target of extensive divestment pressures over a number of years, highlighting both the
strategies of divestment and the impacts of divestment on energy intensive economies such as Australia. Impor-
tantly, the case also highlights the counter-responses mounted by incumbent political actors in the face of influ-
ential divestment campaigns. The use of a single case study necessarily limits the generalisability of the paper’s
findings. However, by situating its case study analysis in the global political economy, the paper’s findings are
rendered more broadly applicable. The paper uses a number of empirical sources. Since this is a recent, and on-
going, case, the paper necessarily utilizes a range of primary media sources that regularly report on the mine’s
developments. This is supplemented by a number of reports from government, industry and research bodies. A
wide-ranging literature review of the paper’s key analytical areas underpins the paper’s overall analysis.

2. Coal mining in national and global context

In its World Energy Outlook report (2018) the International Energy Agency projects a transition away from fossil
fuels to renewable sources in the next few decades. It found that new solar PV was particularly ‘well placed to
outcompete new coal almost everywhere’ and projected that ‘renewables and coal [would] switch places in the
power mix’, with the renewables share rising ‘from 25% today to around 40% in 2040’ (IEA, 2018, p. 3). The Inter-
national Renewable Energy Agency also expects fossil fuel demand to peak by 2025 and then undergo a steep
decline (IRENA, 2019). These trends are largely driven by the rapidly declining cost of renewables, concern over
climate change, speedy technological innovation in the renewables sector, and reconfiguring corporate and
investor support (IRENA, 2019). Electrification sits at the heart of the changing energy landscape, and is
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shaping up to be one of its central features (IEA, 2018; IRENA, 2019). It is expected that, as a proportion of energy
demand, electricity will grow twice as rapidly as other sources, with renewables providing much of the
expanded capacity. The increased growth in electric vehicles could also lead to oil demand for cars peaking
by 2025 (IEA, 2018). This ‘historically unprecedented… structural transition to electrification’, signals a renew-
ables-driven electrification as the emergent energy source of choice (Kuzemko et al., 2019, p. 7).

Despite these changing energy scenarios, coal remains the major global source of electricity today (IEA,
2018). In Australia, coal plays an important role in the economy as both a major source of electricity and as a
major export industry. Australia has large reserves of thermal and metallurgical coal. Coal accounts for approxi-
mately 60% of electricity generation (Australian Government, 2019), with electricity provision dominated by
large energy corporations, both in generation and distribution – the latter through highly centralized energy
grid infrastructure. Australia’s mineral wealth and its status as a resource intensive economy has ensured extrac-
tive resourcesa central place in the Australian landscape. This profile has long driven the buoyancy of the Aus-
tralian economy. At the same time, Australia has been buffeted by the boom and bust cycles often associated
with a volatile commodities sector (Conley, 2019). Depending on how it is measured, Australia is either the
largest or second largest exporter of coal after Indonesia. Emissions from coal-fired electricity burned domesti-
cally are augmented by the extraction of Australia’s coal and gas for export, which, when burned elsewhere, also
contribute to the global emissions load (Fernyhough, 2019).

This resource profile has ensured the Australian fossil fuel sector significant economic and political influence,
and helps explain why climate politics has been particularly fraught in Australia, especially over the past two
decades (Christoff, 2013; Crowley, 2017; Hudson, 2019). The sector enjoys the support of both major political
parties, even if recent conservative governments have proved most strongly on side. This on-going political
support was rewarded in 2018, which proved a strong year for export growth in the Australian coal sector,
especially metallurgical coal. Supporters of coal mining, including of the Carmichael mine, have embraced
coal’s economic buoyancy, using it to further justify the opening up of the coal-rich Galilee Basin – a vast
‘untapped’ minerals resource in central Queensland and site of the proposed mine. While global energy
agencies report a global transition away from fossil fuels to renewable sources in the next few decades, they
also caution that government policy can significantly advance or retard transition (IEA, 2018; IRENA, 2019).
The latter is currently the case in Australia.

The current robust demand for fossil fuels is nonetheless expected to peak by 2025 and then undergo a steep
decline (IRENA, 2019). Energy analysts point out that it is important to distinguish coal mining’s longer-term pro-
spects from more immediate ones (Buckley, 2019; Buckley & West, 2019; Fickling, 2019; Ker, 2018). Indeed, the
giant global energy corporation BP recently announced that it expected renewables to be the main sources of
energy by 2040 (Latimer, 2019). As a source of domestic electricity generation coal is already on a ‘structural
decline trajectory’ in Australia, particularly as ageing coal fired power stations face retirement, and replacing
them would be commercially unviable (Jotzo et al., 2018). Exports are in part expected to make up any shortfall.
Hence, while the current coal market for a number of coal-rich countries such as Australia is strong, the medium
and longer-term outlook is more measured.

In the short to medium term, coal demand is driven primarily by increasing demand in rapidly developing
South East Asian countries (IEA, 2018; IRENA, 2019; Morton, 2019a). Despite the expectation that ‘the flow of
new coal projects starting operation slows sharply post-2020’, the International Energy Agency cautions that
‘it is too soon to count coal out of the global power mix’ since new coal fired power plants in Asia have
more life left in them that the ageing plants in the developed economies; and decline in coal consumption
in China, Europe and North America is likely to be offset by significant increases in the rapidly expanding econ-
omies of India and Southeast Asia (IEA, 2018, p. 4). Indeed, it would be short-sighted to overlook the ‘enduring
dominance of fossil fuels’ and the vast pools of capital it continues to attract (Kuzemko et al., 2019, p. 6). It is thus
not unreasonable to expect that many in the coal sector, along with their investors and political supporters, will
seek to exploit opportunity while it lasts. There is considerable evidence supporting this view, as we discuss
subsequently.

The momentum away from coal is nonetheless underway. This momentum has support beyond, or in
addition to, climate change concerns. Aside from responsible investing claims, finance capital and institutional
investors are eyeing the equally plentiful opportunities presented by ‘cleantech’ innovation in the energy sector
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(Knuth, 2018; Tricks, 2018). This necessarily alters the sectoral and financialisation underpinnings of energy – and
hence its energy politics. Researchers at the Climate Policy Initiative consider that ‘the clean energy transition
will result in a very different mix of energy investors, new types of opportunities and financial vehicles, and
big changes to existing structure of familiar energy companies’ (Nelson, 2018). Divestment speaks directly to
these scenarios.

3. Divestment, social responsibility and the Carmichael mine

Adani Enterprises – a conglomerate managed by the India-based businessman Guitam Adani – lodged its large-
scale open-cut and underground coal mining proposal in central Queensland’s Galilee Basin with the Queens-
land government in 2010, establishing its Australian subsidiary Adani Australia in 2011. The mine plans to
produce two types of thermal coal: higher quality coal for the Chinese market and lower quality coal for the
Indian one. It is estimated that, when burned, both types of coal would make significant contributions to
global emissions. The project’s vertically integrated ‘pit to port’ structure includes its extractive coal mining oper-
ations, an on-site processing plant, and expansion of railway and port infrastructure which would see its coal
traverse almost two hundred kilometres across central Queensland to the Abbot Point port on the North
Queensland coast.

After nine controversial years, Adani Enterprises Australia received final approval to establish its mine in mid-
2019. If completed at the originally proposed scale, the then $AUS 16.5 billion ($US 10.1 billion) project would
have been one of the largest thermal coal mining operations in the world (De Gabriele et al., 2019). Even at its
currently reduced scale, the proposed mine is still a very substantial project. The Adani corporation justified its
proposal in the usual way of large resource projects: job creation and government revenue; and it was on this
basis that Australian governments provided their support.

From the outset the coal mine stood as a potent symbol of Australia’s divisive climate and energy politics.
Supporters and detractors quickly took up their respective positions (see Jolley & Rickards, 2020). It soon
became clear that in any contest over Australia’s energy’s future, the incumbent energy regime would not relin-
quish fossil fuels’ historical dominance easily. Divestment activists reasoned that, despite regime incumbency, if
they convinced sufficient numbers of financiers to deny the project the funds it needed, the project could effec-
tively be staunched at its source (Market Forces, 2019a; StopAdani, 2019). The divestment campaign was
directed towards just such a goal.

3.1. Divestment and the social responsibility of business

Divestment relies on its capacity for moral suasion in the corporate social responsibility (CSR) era (Alexander
et al., 2014; Ayling & Gunningham, 2017; Healy & Barry, 2017; Hestres & Hopke, 2019). Its ethics are situated
within, and driven by, the narratives of social responsibility and social licence (Blondeel, 2019; Curran, 2017).
Divestment’s effectiveness lies in its potential for stigmatization of companies’ investment behaviours, with
possible financial and reputational consequences (Ansar et al., 2014; Ayling & Gunningham, 2017; Gunningham,
2017). Significantly, in its 2017 annual report the global energy conglomerate Shell identified ‘divestment and
climate litigation as material risks to the company’s bottom line’ (in Hill, 2018). Social responsibility narratives are
hence increasingly central prisms through which the dynamics of contemporary fossil fuel contestation unfold
(Bice & Moffat, 2014; Cooney, 2017; Curran, 2017; Gjølberg, 2009; Kuch et al., 2013; Owen & Kemp, 2013). They
also represent the broader societal context within which the modern corporation operates, especially in a glo-
balized world economy (Bergman, 2018; Plantinga & Scholtens, 2016). After its promotion through the non-gov-
ernment organization 350.org, divestment quickly consolidated as a key climate action strategy. Today the
strategy is widespread. It is also contested. Braungardt et al. (2019) synthesize well the range of arguments
that either promote divestment or highlight its shortcomings.

Contestation of the Carmichael mine, and others like it, has been directly prosecuted through these narra-
tives. In a relatively short period of time, ethical or responsible investment has gone from being a niche enter-
prise utilized largely by environmentally-oriented actors, to an expanding venture attracting a much broader
actor base (McKibben, 2019). Coal production is now among the investments that ethical investors avoid.
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Divestment particularly targets companies with CSR profiles that espouse principles in seeming contradiction to
the areas they actually invest in. Divestment politics hence utilize corporations’ own CSR rhetoric to challenge
them to not only ‘talk the talk’ but also ‘walk the talk’ of CSR. This is well evidenced in our case study, with major
Australian banks and global financial institutions targeted on these grounds.

Divestment poses real risks to commercial and financial planning. Ethical investment strategies represent
26% of all ‘professionally-managed assets’ today (Mercer Australia, 2018). While this is still a fraction of
overall investment, the trend of including non-financial considerations in investment choices is growing. Finan-
cial institutions are being pressured on two fronts: one, from existing shareholders who may urge the company
to divest from socially ‘irresponsible’ sectors such as fossil fuels; and two, from prospective investors who base
their investment choices on a company’s social responsibility index and environmental, social and governance
(ESG) ratings. The Carbon Disclosure Project, for example, analyses investment portfolios with a view to identify-
ing risks such as those posed by strategies that inadequately factor climate risk in their investment matrix. The
Investor Group on Climate Change (IGCC, 2020) undertakes a similar task in a different context.

Ethical investment strategies are enhanced through their entanglement with the growing risks of stranded
assets and climate litigation. These risks are reinforced by available new tools, such as ESG filters, and sustain-
ability reporting which directly ‘enable investors to quantify the impact of climate on their investments’ (Peetz &
Murray, 2017). In the Australian context, an Australian Climate Council report agrees that, if developed as pro-
posed, the Galilee Basin, which includes Adani’s Carmichael mine, ‘could well become a stranded asset in a world
rapidly moving away from coal’ (ACC, 2015, p. 5; see also Morton, 2019a). The growing phenomenon of climate
litigation amplifies these risks. Understood this way, divestment raises both ethical and financial considerations
for the finance sector; if unmoved by the ethical responsibility to prevent climate crisis, the reality of unsound
investment choices may persuade. The latter represents the hard commercial edge to the drivers of social
responsibility:

3.2. Divestment and the Carmichael mine

Opposition to the mine rests on a number of, often interrelated, factors (De Gabriele et al., 2019). Central among
these is the impact of further extraction and burning of coal on the climate. But the mine’s approval to extract
unlimited groundwater renders water an equally controversial issue. Environmentalists, agriculturalists and
various resident communities are concerned at the potential impacts on underground water reserves,
despite recent approvals. Threats to endangered flora and fauna species deepen opposition. While special con-
ditions require Adani to offset species loss, these offsets and conditions are considered inadequate by many of
the mine’s opponents. The transportation of extracted coal will also require expansion of the coal terminal at
Abbot Point – port infrastructure adjacent to the Great Barrier Reef and sensitive wetlands heritage area. Inter-
secting many of these concerns are the rights and interests of Australia’s First Peoples, whose homelands are
directly impacted by the mine’s plans. Some Indigenous communities have negotiated agreements with the
mine while others remain opposed; the legal rights of Indigenous peoples regarding the mine are in any
case significantly circumscribed (Lyons, 2019).

Overall, opponents contest the mine on its own terms but also for what it represents – particularly as a critical
step in the broader goal of opening up the Galilee Basin’s ‘untapped’ coal reserve. At almost 250,000 square
kilometres, central Queensland’s vast Galilee Basin has been aptly described as the continent’s ‘new coal fron-
tier’, offering state and federal governments of all persuasions compelling revenue prospects (Lyons, 2019).
There are already a number of other coal mining projects planned for the area (Long, 2018). This in turn
helps explain the mine’s extensive political support and the favourable conditions afforded it. Despite these con-
ditions, however, and despite the project’s environmental and regulatory approvals, in the end the mine was
unable to secure the finance necessary to proceed at its originally proposed scale.

In late 2018, with its financial options critically curtailed, the Adani corporation announced that it was self-
financing a smaller, more affordable venture. The divestment campaign played a major role in this outcome.
National and global banks had been the primary targets of the divestment strategy. Many of these large
financial corporations are signatories to CSR-aligned social risk guidelines such as the Equator Principles
(Equator Principles, 2015). This has exposed those considering funding the Carmichael mine as CSR pretenders.
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The on-going divestment campaigns against the major Australian banks convinced a number of global financial
corporations to also decline acting as the mine’s financiers. This persistent petitioning of financial institutions
over several years eventually paid dividends. It did not stop the mine in its entirety, but was successful in redu-
cing its size.

Divestment campaigners are of course not singular actors but part of a broader climate action movement
(Piggot, 2018). The StopAdanimovement has been, and remains, a key coordinating actor of the anti-mine cam-
paign. Its strategies align with broader social movement tactics, but are also significantly shaped around share-
holder activism, with divestment a unifying theme. Supported by a range of environmental NGOs and other civil
society actors, including shareholder advocates, the campaign combines routine movement tools with the argu-
ments of responsible investment, asset stranding and climate litigation to press for wholesale divestment from
fossil fuels (Fossil Free: Divestment, 2019; StopAdani, 2019).

The climate activist NGOMarket Forces, an offshoot of the global environmental NGO Friends of the Earth, has
played a key role in the contestation of the mine. Launched in 2013, it urges major institutions such as ‘banks,
superannuation funds and governments that have custody of our money [to] use it to protect not damage our
environment’ (Market Forces, 2019a). Working with sympathetic community organizations and civil society
actors, its campaign strategy targets five main entities: banks, superannuation funds, fossil fuel subsidies, share-
holders and insurers. The latter are particularly significant. As Quiggan (2019) observes, sufficiently wealthy
project developers such as the Adani group may be able to self-fund projects that major financial institutions
decline, but ‘without insurance mines can’t operate’ (see also Morton, 2019b).

Overall, the financialisation experience of the Carmichael mine demonstrates that, when combined with
the changing economics of energy and the expanded requirements of social responsibility reporting, strategic
civil society actors have succeeded in prosecuting an effective divestment case. Notwithstanding its final
approval, the mine remains a controversial project for many Australians with views on it deeply divided.
This is despite the endorsement of many regional electors in the last federal election and the electoral win
of the conservative parties who actively promoted it. The anti-mine campaign has also ‘politicised’ previously
apolitical sections of the Australian community, helping to raise awareness of both climate change and its
financial underpinnings.

Yet the seeming acquiescence of sections of finance and investment capital to civil society’s divestment
demands needs to be treated cautiously. The divestment campaign’s success in reducing the size of the Carmi-
chael mine was an important win. But a considerably scaled-back mine, and one that could potentially be
expanded in the future, is still proceeding. A number of other large thermal mine projects are also in various
planning stages. This reality, together with the broader global landscape of fossil fuel investment, paints a
more nuanced picture. In the next part, we situate divestment more directly in this broader investment land-
scape and explore the continued influence of incumbent energy regimes in shaping the financial and political
architecture of energy, and hence of divestment’s reach.

4. Divestment’s constraints: the politics of energy incumbency

One of divestment’s main constraints in its goal to end the financialisation of the fossil fuel sector is the robust-
ness of the incumbent energy and finance regimes that sustain it. A recent report on fossil fuel financing led by
the Rainforest Action Network (RAN) observed that, at the same time as financiers were declining to fund the
Carmichael mine, in the two years since the signing of the Paris Agreement, the financing of fossil fuel projects
grew globally to $US 1.9 trillion; with large US and Chinese banks the largest financiers of coal mining and coal
power ventures (Rainforest Action Network et al., 2019). Overall, 33 global banks sustain the fossil fuel sector
internationally and of the $US 1.9 trillion invested since adoption of the Paris Agreement, $US 600 million
was directed to 100 companies who are expanding their fossil fuel footprint significantly (2019).

In coal mining alone, the big four Chinese banks are the largest international coal financiers, ‘responsible
for 71% of finance from major global banks for the coal mining subsector, and 55% of coal power finance’
(Rainforest Network et al., 2019, p. 5). This includes banks, such as the China Construction Bank, which
have specifically declined to finance the Carmichael mine (Market Forces, 2019a). Some of Singapore’s
largest banks are also significant investors in coal mines (Fogarty, 2018). In addition, the World Bank’s
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private investment arm, the International Finance Corporation, funds new coal projects in a number of Asian
countries (Brown & Spiegel, 2019). Since 1988, those 100 expansionary fossil fuel companies, financed by the
nominated big banks, have accounted for over 70% of global GHG emissions (Rainforest Network et al., 2019;
see also Beresford, 2018).

JPMorgan Chase was one of the global banks to decline Carmichael funding. They did so on the basis that
they ‘will not finance… a new greenfield coal mine… in a high income OECD country’ or ‘finance natural
resources projects within UNESCO World Heritage Sites’ unless able to demonstrate no adverse impacts
(Market Forces, 2019a). The bank nonetheless remains one of the top global financiers of fossil fuels, particularly
Arctic oil and gas and LNG (Rainforest Network et al., 2019). While some European and US Banks have introduced
policies that restrict the financing of coal mining, the total funding has only decreased by 3–5 percentage points
from 2016 to 2018 (Rainforest Network et al., 2019). Overall, in 2018 bank financing of 30 top coal mining com-
panies included several financial institutions (among them Bank of China, China Construction Bank, Deutsche
Bank and Barclays) that declined Carmichael funding (Rainforest Network et al., 2019). In Australia, the major
Australian Banks that rejected funding the Adani project continue to fund fossil fuel projects elsewhere (see
Beresford, 2018; Market Forces, 2019b; Smee, 2019d).

Another 2019 report, partnered with the United Nations Environment Programme (UNEP), reinforces these
findings, showing coal production accelerating in many of the world’s largest fossil fuel producing economies
(SEI et al, 2019). As a result, emissions are expected to increase significantly more than levels required to meet
the Paris Agreement goal of containing warming to ‘well below’ 2 degrees above pre-industrial levels. The report
finds that the production of fossil fuels and their on-going financialisation is not a feature of international
climate negotiations vis-a-vis demand, or consumption, side climate policies such as renewable energy use,
carbon pricing schemes and energy efficiency measures (see also Piggot, 2018). While the latter are critically
important and have been successfully deployed by many countries, the paradox is that the production of
fossil fuels has ‘simultaneously continued to attract investment, receive public permits, or otherwise enjoy gov-
ernment support’ (SEI et al., 2019, p. v). This ‘disconnect’ drives the on-going, and growing, production of fossil
fuels.

These challenging scenarios inevitably raise the question of divestment’s effectiveness. In a related report,
Hansen and Pollin (2018, p. 2) contend that, on their own, and thus far at least, ‘divestment campaigns…
have not been especially effective as a means of significantly reducing CO2 emissions’ (emphasis added).
They posit two main reasons for this (see also Polychroniou, 2018). First, in terms of net impact, divestment
only minimally reduces the financialisation of fossil fuels since those ethical investors willing to divest are
matched by ‘profit-seekers’ willing to take up those divested assets (Hansen & Pollin, 2018; see also Braungardt
et al., 2019; Zhou, 2019). Second, the strategy has minimal impact on the capacity to profit from fossil fuel invest-
ments as ‘divestment per se does not affect either the cost structure of the corporations’ productive operations
or the goods markets in which consumers buy energy’ (2018, p. 4).

In light of these constraints it seems that only policies such as carbon taxes, increased subsidies for clean
energy, and tighter regulations can ‘raise the costs of both producing and consuming fossil fuel energy, and
lower the costs of substituting energy efficiency and clean renewable energy for fossil fuels’ (Hansen &
Pollin, 2018, p. 4). Yet, we saw above that such policies are also constrained in the face of the continued
support for fossil fuel production. On-going production is ‘underpinned by a combination of ambitious national
plans, government subsidies to producers, and other forms of public finance’ (SEI et al., 2019, p. 5). While both
demand side and supply side policies are essential to driving down emissions in the energy sector, policies that
are specifically directed towards ceasing the production and supply of fossil fuels, with the exception of a few
countries, are rarer (Green & Denniss, 2018; SEI et al., 2019).

Divestment rightly targets the financialisation of fossil fuel production. But governments’ continued sectoral
support; and, paradoxically, CSR measures that highlight consumption – for example, showcasing socially
responsible investments in renewables – can act together to overshadow production. These critiques are
further reinforced when situating themmore directly in the broader political economy of energy and the incum-
bent energy regimes that underpin it. Three main interrelated features of these regimes help explain both their
endurance and their current relative imperviousness to divestment: governments’ financial support; politically
networked sector relationships; and global energy ‘game plans’. We look at each in turn.
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4.1. Subsidies and political support

Financiers, energy corporations and political actors have long been closely networked as key actors in prevailing
energy regimes, with the interests of each intersecting around the larger ambition of energy hegemony and the
gains, both financial and political, that come with it (Kuzemko et al., 2019; Newell, 2019; Rosewarne, 2016). How
this unfolds depends on the energy architecture of different countries, and their broader economic ambitions
(Beresford, 2018). This networking often follows a similar pattern, however, one where governments also act as
key financiers of sorts, primarily through the subsidies, access and other forms of preferential treatment they
provide to state-owned or privately-owned fossil fuel enterprises.

This support is extensive and helps underwrite the fossil fuel sector’s continued buoyancy. The IMF estimated
that fossil fuel subsidies ran to $US 5.2 trillion in 2017 (Coady et al., 2017). Globally, a June 2019 report found that
the G20 group of governments provide $US 63.9 billion in subsidies to coal projects annually, made up of ‘US
$27.6 billion in domestic and international public finance, US$15.4 billion in fiscal support, and US$20.9 billion in
state-owned enterprise (SOE) investments per year’; significantly, this represents an increase ‘from just over US
$17.2 billion per year (average for 2013–2014) to nearly US$47.3 billion per year (average for 2016–2017’ Genscu
et al., 2019, p. 8). Importantly, the report also notes that ‘these figures are likely to significantly underestimate the
actual amounts of support provided, as many measures are difficult to identify or quantify’ (2019, p. 8).

In Australia, a recent report by the Institute for Energy Economics and Financial Analysis (IEEFA) calculates
Australia’s contribution to the Carmichael mine at $4.4 billion of tax exemptions, deferrals and capital subsidies
over thirty years of its operation (IEEFA, 2019). This includes a significant subsidy, provided by the Queensland
government, which defers royalty payments for almost a decade (IEEFA, 2019). In addition, there is a fuel tax
credit scheme, 22 billion litres of ‘free’ water annually, the public funding of 90 km of private road, significant
rehabilitation exemptions, and a range of corporate tax shields (IEEFA, 2019). Adani Enterprises has challenged
IEEFA’s report, including central elements of its calculations which it refutes as inaccurate (Adani Mining, 2019).
Significantly, it also pointed out that the support it received from the Australian government is no different to
that provided to other mining projects. This is an important observation, indirectly acknowledging the extensive
support the mining sector enjoys.

4.2. Politically networked relationships

This support goes beyond financial benefits, as important as these are, and is made up of a complex of inter-
connected factors. Energy regime incumbency is maintained culturally and ideologically, as much as it is politi-
cally and economically. In on-going fossil fuel economies, the status quo is often sustained through a discourse
of ‘jobs versus environment’ that seemingly pits hard working mining communities against well-paid ‘elitist’
environmentalists (see Evans & Phelan, 2016; Vona, 2019). This is a central discourse in Australia. Political net-
works sustain energy incumbency through access to the resources of the state, both financial and in policy-
making, and through media organizations that help disseminate such discourses. Beresford (2018, p. 5) high-
lights the span of these networks, observing that the ‘fossil fuel network’ in Australia is comprised of a range
of influential actors which include not only political actors and extractive industry leaders but also ‘the big
four Australian banks, right-wing think tanks, lobby groups and the conservative media’; this influence is
reinforced globally by ‘geo-political forces propelling the demand for coal in the midst of growing concern
over climate change’.

Many studies have highlighted the ‘revolving door’ network dynamics that characterize and underpin energy
regime endurance in Australia (Beresford, 2018; Crowley, 2017; Curran, 2009; Pearse et al., 2013; Price, 2016).
There are a number of such network connections in the current government, both federally and within the
state of Queensland – albeit they stretch across the political divide and have persisted historically (see
Bradley, 2019). A recent study has mapped these network relationships in considerable detail (Lucas, 2018).
These connections can also make considerable sense given the extensive expertise retained by senior ex-poli-
ticians, and the desire by most organizations to utilize staff that share their values and worldviews. Yet, as
Bradley (2019) observes, these types of practices can also be understood as ‘policy or regulatory capture’
where political decision-making is driven less by ‘the public interest’ and more by influential interest groups
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or industries. Ideological consonance, or a sharing of values and worldviews, helps strengthen these networks.
These dynamics are of course not confined to Australia nor to the minerals sector alone. They operate in other
economic areas and in many other countries, often reinforced through the medium of lobbying.

In the area of energy, the strategic functioning of these networks was evidenced during the 2019 Australian
federal election, when a predicted loss by a conservative government ideologically committed to the coal
industry turned into an unexpected win. There were a number of reasons for this, but a salient one was
the political role played by a key Australian mining magnate. Through the conduit of his own political
party, and an election spend of over AUS$50 million, election analysts generally agree that this actor contrib-
uted to the conservative government’s win through a strategic direction of voting preferences that helped the
government secure crucial regional seats, particularly in Queensland (Denniss, 2019; Farr, 2019; Smee, 2019b).
This win has ensured on-going support for the further development of the Galilee Basin. At time of writing,
among plans already slated for the Basin, was a recent re(application), post-election, for the development
of a coal mine quadruple the size of the Carmichael mine (Smee, 2019c). Securing the approval of the Carmi-
chael mine was seen as an essential first step.

These dynamics are reinforced through effective marketing strategies by network actors. By presenting infor-
mation in ways that can obscure the actuality of their investments, financial corporations have proved adept at
deflecting challenges to continued investment in industries that, for the time being, remain profitable for them.
This goes to the complexity and opaqueness of global business transactions in a globalized world economy. As
one observer noted: ‘Disclosure by banks on exposure to coal projects tends to be reactive, with bank websites
and annual reports revealing very little hard information about their approach to investment in carbon intensive
sectors’ (Adams, 2015). Neville et al. (2019, p. 126) identify an associated strategy, observing that as financial
corporations respond to shareholder advocacy, they may limit ‘environmental change to the realm of disclosure
and risk assessment without fundamental changes to the practices that cause environmental harm’, including
the support they continue to provide the extractive industries.

A recent report by an Australian consumer protection agency on ethical superannuation affirms these obser-
vations. It found that there is considerable obscurity, and consumer confusion, over what ‘ethical’ actually
means, concluding that describing investment options as ethical does not necessarily tell the consumer
much about how their money is actually being invested (Zhou, 2019). While this is not to deny the important
growth of ethical funds, at the same time ethical investment can, for some actors, be as much a marketing exer-
cise as a genuine divestment practice. These observations resonate with well-established critiques of CSR (see
Banerjee, 2008; Blühdorn, 2007; Nyberg & Wright, 2013).

4.3. Energy ‘game plans’

As the ‘lifeblood’ of modern economies (Huber, 2013), it is no surprise that energy is a central feature of most
countries’ political economy profiles. Australia is no different. Yet a question often asked about the Carmichael
mine is why the project would proceed in the face of the longer term economic prospects of fossil fuel based
energy, especially coal. Some put it more bluntly, titling their article: ‘Why would a billionaire persist with Adani
when it will probably lose money?’ (Quiggan, 2019). The quick answer lies in the substantial subsidies and
support provided to the mine by the Australian and Indian governments. Yet a fuller response would also
situate this support in the overarching political economy ambitions the mine represents for both countries
(Beresford, 2018; Quiggan, 2019; Rosewarne, 2016; SEI et al., 2019).

In an analysis of the Australian and Indian governments’ energy strategy, Rosewarne (2016) highlights the
political economy planning which underpins both countries’ ambitions to secure their position in the global
energy supply chain. This helps answer our earlier question of why, in the face of a project that seems on
the surface financially unviable, both Indian and Australian governments would rally in support. For the
Indian government, the Carmichael mine plays an important part in the ‘end-to-end business model’ or
‘global production chain’ it is pursuing, one ‘based on the investor securing control at each and every link in
the extraction, transport and combustion process’ (Rosewarne, 2016, p. 220). India is a large producer of coal
but its significant consumption levels compels significant coal imports. Australia is content to provide these,
and act as the extraction link in India’s production chain, since this fulfils Australia’s own ‘energy superpower’
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ambitions, which includes opening up the Galilee Basin for other coal mining projects, and expansion of its gas
resources (Price, 2016; Rosewarne, 2016; Sengupta et al., 2019). In this stage of the Carmichael mine project,
Adani Enterprises plan to extract the coal from Australia, build the electricity generation infrastructure in
India and transport the electricity to Bangladesh (Quiggan, 2019; Sengupta et al., 2019).

This tightly constructed business model goes some way towards explaining why divestment and stranded
asset risks have had limited success in preventing the continued funding by key investors, and the subsidization
by governments, of coal projects such as the Carmichael mine. Regardless of its current financial prospects, the
Carmichael mine is protected in the medium term by the broader strategic goals it helps serve for both the
Indian and Australian governments. In light of these goals, the contractual and subsidization arrangements
Adani Enterprises have negotiated with the Indian and Australian governments for the purchase of Carmichael
coal make much more sense (Buckley, 2019; Smee, 2019a).

We noted earlier coal’s economic decline in many developed nations, but its continued, and growing,
demand in the rapidly developing nations of Southeast Asia and India where it remains the major source of
power. The Adani corporation’s chairman recently stated that India is committed to expanding their power
supplies, with coal a key source (in Singh & Kotoky, 2019). Both the Australian and Indian governments have
projected their energy planning accordingly. Some nonetheless speculate that the reality of a transitioning
energy landscape is also altering India’s energy investments, as its growing investment in renewables illustrates
(Bradley, 2019; IEEFA, 2019).

As a resource intensive economy, it is not surprising that Australia’s energy regime is entrenched and endur-
ing (Crowley, 2017; Pearse et al., 2013). Regimes do change, however, and one of the objectives of divestment is
to trigger just that. Different countries calculate the challenges of energy transition differently. In those countries
not yet ready, or willing, to transition, a ‘perverse’ outcome of successful divestment can be a tactical fortification
of the incumbent regime. This can mean that even when divestment campaigns work, governments can make
up the shortfall. This was the case with the Carmichael mine, which saw both Australian and Indian governments
willing to provide financial and policy support in the face of partially successful divestment actions.

This fortification can be directed against both climate activists and different fractions of capital. Elements of
the ‘clean tech’ sector, and its financial and industry supporters, also challenge fossil fuel incumbency, looking to
lucrative investments in renewables and the supportive policy architecture that would foster them. In Australia,
the government of Scott Morrison, and its conservative predecessors, have instead actively discouraged sectoral
change and diminished the policy architecture that would support it (Crowley, 2017). In 2018, it also investigated
ways of directly preventing the imminent closure of an ageing coal-fired power plant owned by one of Austra-
lia’s largest energy corporations, AGL, which sought to replace it with a more commercially viable mix of gas,
renewables and battery storage (Ludlow & MacDonald-Smith, 2019). Such strong support for the fossil fuel
based energy sector canleave other economic sectors feeling aggrieved. Aside from the clean energy sector,
inter-sectoral contestation – for example, between mining and tourism, and mining and agriculture – have
also marked the Carmichael mine’s trajectory.

In targeting this inter-sectoral competition, divestment seeks to enrol elements of the new sectors, particu-
larly clean energy, against the old. Yet these sectors are no longer so neatly divisible. Many of those companies
and financiers investing in the renewables of the future are often the same ones unwilling to forgo lucrative
fossil fuel investments in the present. They have a foot in both camps. This also helps explain the changing pat-
terns of fossil fuel investments. Many of the banks that declined to fund thermal coal mining projects such as the
Carmichael mine continue to fund gas, which is plentiful in Australia, but which remains a fossil fuel despite its
status for some as a bridging fuel (Rainforest Network et al., 2019; Smee, 2019d).

5. Conclusions

As a relatively new strategy in the decarbonization project, divestment is already leaving its mark. In Australia,
not only was it able to convince many financial actors to decline funding the Carmichael mine, but it has left its
legacy in the political arena more broadly. In indirect acknowledgement of the impact of divestment campaign-
ing, the Australian government is currently considering new laws curtailing secondary boycotts in the resources
sector and restraining the scope of major divestment organizations such asMarket Forces (Grattan, 2019; Haydar,
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2019). A driving motivation was the effectiveness of divestment activism against the mine. Divestment also has
important ‘consciousness-raising’ effects, acting as an awareness-raising device directed at individual share-
holders who may have given little thought to how their money is invested. Superannuation contributions are
mandatory in Australia, making the Australian shareholding public a sizeable one.

Yet we also saw that divestment faces significant constraints. The financialisation of fossil fuels worldwide is
on-going, and, by some accounts, has also seen an increase since the adoption of the Paris Agreement (Rain-
forest Network et al., 2019; SEI et al., 2019). It seems that significant sections of the finance sector, often with
states’ direct or tacit support, are not yet prepared to forgo what remain, for the time being at least, lucrative
fossil fuel investments. While divestment’s strategy of directly targeting investors becomes additionally impor-
tant in the face of many governments’ reluctance to transition away from fossil fuels, herein also lies a paradox.
Successful divestment campaigns can prompt incumbent governments to make up any shortfalls, usually via
policy measures, beneficial arrangements and financial support – as we observed in our case study. Financiers
base their planning as much on prevailing policy settings as on market trends. They may be preparing to exit the
funding of fossil fuels in light of the maturing energy transition, but amenable policy settings, driven by national
ambitions, provide opportunities to maintain and extend their presence in the profitable interim.

A further paradox is that the finance sector is both holding the transition back, but necessary to its arrival.
Historically, finance capital has played a central role in most economic transitions and is central to this one
(Hall et al., 2017; Perez, 2002, 2013). Enrolling finance capital is hence critical to decarbonization – as the divest-
ment campaign has long recognized – but corralling it to do so is much more difficult. Some cracks in the edifice
of finance capital are nonetheless emerging. Different fractions of capital are currently re-positioning themselves
as favourably as they can in the transitioning energy landscape, cognizant that transitions inevitably upend long
standing sectoral arrangements, creating winners and losers. Each fraction will want to be on the winning side.
This includes the national and global banks, insurers and other financial institutions that declined to invest in
Australia’s Carmichael mine. Some may have had climate change in mind, but the longer term prospects of
thermal coal mining in a transitioning energy environment was likely a central driver. So too was their cogni-
zance that their continued funding of coal mines is, for the time being, better directed to projects in countries
where civil society is less disruptive and their reputations at lesser risk of sullying.

We make two broad points in closing. The first is not so much whether the clean energy transition will occur –
it is already doing so – but how quickly. Transitions often occur gradually – but they can also progress rapidly.
Government policies are often key determinants of the speed at which they unfold. In the absence of such pol-
icies, including how favourably a country positions itself in a clean energy future, projects such as the Carmichael
mine will for now continue to be built. In Australia, this is despite its abundance of the clean energy resources of
the future, both in the minerals necessary for the development of clean technologies as well in renewable
energy sources themselves (Garnaut, 2019). The overriding constraint at this transitional juncture is that the
energy transition will likely occur under conditions and timetables not set by climate scientists but by prevailing
regime actors. As we saw, markets respond to existing opportunities and while policy settings ensure that these
opportunities remain, financiers will continue to exploit them. Yet it is likely that it is in this interim between the
short and long term that climate change will become ‘runaway’ (IPCC, 2018). Time is hence a critical factor.

A second point raises the question of what a clean energy regime would look like, and what role the finance
sector would play in shaping its power relations. Some counsel care in divestment activists’ entanglement with
finance capital. One observer warns that the climate ‘movement’s ready use of, and alliance with, global finance’
should not ‘pass without ongoing scrutiny and active political discussion’ (Knuth, 2017, p. 11). In a related analy-
sis of the commercial power relations of the renewable energy transition in Australia, Rosewarne finds that the
‘emergent class’ of new corporate energy actors and financiers are currently working to ‘[re]assert their place at
the centre of the [new] energy regime’ by ensuring that it is structured and co-ordinated in a manner that con-
tinues to advance their commercial priorities and their energy hegemony (2019, p. 8). In a similar vein, Newell
(2019, p. 29) observes that since ‘the very actors dominating and benefiting most from the [energy] status quo’
are the same ones steering transition, it could be expected that any transition will be directed towards creating
‘new sites of accumulation’ rather than broader ‘transformations in the base of production and the relations of
power’. Rosewarne’s work (2019) identifies just such ‘new sites of accumulation’ in renewables. Given the
urgency of the climate problem, the focus is necessarily on energy transition and the role that divestment
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can play in accelerating it. The trick will be to not lose focus of what we transition to, and how quickly we can get
there.
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