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The Business Council of Australia gave evidence to the Senate Inquiry on 21

March 2000. Introductory comments by David Buckingham, Executive Director, are

below. The full transcript is available on the Committee website.

Introductory comments

M. Chairman, thank you for the opportunity to address the Senate Committee today.

I note the terms of reference for the Inquiry, and draw the Committees attention to

Council’s earlier communication on these.

The BCA welcomed this inquiry, albeit with the caveat that greenhouse cannot be

viewed simply as an environmental issue: it is also a core economic and trade issue

with implications across the board for jobs, growth, population, and GDP. On this

basis, we believe the outcomes of this inquiry will be meaningless unless in the

assessment of the ‘effectiveness of Australia’s response’, issues of economics,

employment, regional development, transport etc are also covered, along with

consideration of Australia’s place in the global environment.

The need for an inclusive national debate on appropriate greenhouse response

M. Chairman, there is no need for me to tell you that the global climate change agenda

is one of the biggest issues facing Australian business, governments and the

community. By accepting greenhouse gas reduction obligations as an outcome of

international climate change negotiations, the government of Australia has, on behalf

of the Australian community, accepted the risk of a very significant future liability. 
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The policies Australia implements to meet our greenhouse commitments have the

potential to fundamentally alter the structure of the Australian economy. In context,

the size and extent of the effects have the potential to be of a similar order of

magnitude to the Australia’s New Tax System and Ralph business tax changes

combined. Let me just say that emissions trading, at the potential cost of $12 billion

dollars per year to the Australian economy, is equivalent to raising GST from 10% to

almost 14%.

The whole Australia community needs to fully understand the magnitude of the task

we face, and the potential cost to Australia if we do not determine and follow an

optimal greenhouse policy path.

Considerable uncertainty still surrounds the Kyoto Protocol. Against a highly

uncertain policy background, there are a wide range of strongly held and differing

views regarding the strategic options for, and implications of, Australian actions, and I

am sure you will hear many of them. These will of course influence any assessment of

the adequacy of Australia's response.

The range of current views that exist - from commitment to taking action now and

support for the Protocol, through opposition to binding targets and timetables at this

time due to the high level of uncertainty about the timing and magnitude of the

possible impacts of greenhouse gas emissions and the economic dislocations that may

result. From a business perspective these generally reflect the anticipated risk to, and

affect on, the company or sector in question. These are valid views and concerns –

mirrored throughout society - which we must be addressed through a sound and

realistic policy framework.

Currently greenhouse response options represent an extremely complex set of issues

with ramifications far beyond those appreciated by most players to date. Because

Australia’s response to greenhouse has the potential to have a major impact on all
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aspects of our society, it is critical that all players have a full understanding of the

strategic options available to address greenhouse and the implications of those options

for the Australian community.

Most attention in Australia to date has been on the individual policies and measures

currently being pursued by the Australian Greenhouse Office. What is lacking is an

overall strategic response framework as greenhouse policy presents to the economy as

a whole.

For this reason the Australian Greenhouse Office, the Australian Institute of Company

Directors, and the Business Council of Australia have recently facilitated two high

level roundtables encouraging a dialogue on greenhouse and reviewing the framework

within which greenhouse policy is being developed in Australia.

The roundtable process involved thirty-five leading Australians with a high level of

knowledge and understanding of the greenhouse issues and the economic,

environmental, social and political implications.

Given the significance of the issues involved we believe that the dialogue process

needs to be broadened. As a community we all need a better understanding of the

options available to deal with the greenhouse issue and the potential impact on all of

us. The only way this will happen is if we put in place a process of inclusive dialogue

at the national level to broaden the understanding and assessments available to the

community.

We have not had a national debate on appropriate greenhouse policy. We believe we

need one before radical and potentially very costly options are embraced.

Development of a Strategic Framework

Australians now generally accept that our economic success depends directly on the

competitiveness and productivity of our nation’s individual enterprises. Our standard
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of social well being and our quality of life also depend on our economic performance

as a nation.

It is apparent that one of the most difficult issues we have to deal with is the level of

uncertainty still surrounding the Kyoto Protocol. We do not know whether Kyoto will

come into effect or if it does what the rules of the flexibility mechanisms will be.

Business is currently making long-term investment decisions and needs some degree

of clarity and certainty about what to expect in terms of future greenhouse policy. A

major effort in managing the risk is required.

In seeking economically sound and internationally agreed solutions government

climate change policies and measures must take into account:

� The long-term nature of the issue; it requires a longer-term time frame for

researching, developing and implementing responses.

� Climate change is a global issue; it requires a global response.

� There are considerable risks in doing either too much, or too little, at the wrong

moment; whatever is done must have regard to the implications for competitive

industries.

� A great deal of the world's energy will be met by carbon based fuels for a

considerable time to come – restructure of the Australian economy cannot happen

overnight.

It is for these reasons that implementation of greenhouse policies must take place

within a national, strategic framework that recognises the importance of:

� continued economic growth;

� maintaining the competitiveness of Australian business;

� reversing the decline in Australia’s rate of population growth;

� liberalising international trade;

� reducing unemployment; and

� achieving an effective climate change response.

Effectiveness of Australia’s Response
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On the overall question of Australia’s response and the effectiveness of greenhouse

policies, Australia currently has a wide range of generally appropriate and effective

greenhouse policies and has been particularly adept at developing worthwhile

programs involving partnerships between government, industry and the community.

These are outlined in the AIGN submission to which the BCA is a signatory. I

understand you will also be hearing evidence from the AIGN.

It is the BCAs view that the Kyoto Protocol clearly reflects the views of the

international community as to both the need for countries to respond to the threat of

climate change and the size of the response that should be made in the medium term.

In the context of assessing progress, however, it is important to note that:

� many of the Government’s policies and measures are still in the planning or early

implementation phase;

� baseline information on carbon sink status related to land use change is still being

refined; and

� it will be unclear for some time what contribution international flexibility

mechanisms will make to Australia’s position.

What is important, in the view of the BCA, is that a long-term policy trajectory of a

global response to climate change be established, and that Australia make an

appropriate contribution to that response. Accordingly, in the context of this inquiry,

Australia’s policies should be based on whether the framework adopted by Australia

provides appropriate incentives for progress towards long term global solutions,

including:

� providing recognition for early action;

� putting in place appropriate incentives and timeframes for technological

development; and

� avoiding costly and premature retirement of capital.

Sectors of the economy have different constraints on what they can do and some, such
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as the energy intensive sector, are particularly at risk to the cost of emission reduction

strategies. To meet a growing global consumer demand for commodities, whilst

minimizing emissions in a world characterized by different carbon pricing, requires

imaginative and flexible sectoral policies to deal with competitive disadvantage and

carbon leakage.

The pace of adoption of new approaches by the public suggests that we cannot expect

major changes in lifestyles and consumption patterns in the short time leading up to

the first commitment period. But small changes in direction and appropriate market

signals could lead to significant changes in the longer term.

As such Australia’s response to the greenhouse issue has to be evaluated in a

conceptual framework that articulates, not only a commitment to environmental best

practice, but how the economic well being of the citizens is linked with the success of

Australian industries and enterprises. Quality of Australian life is fundamentally

linked to competitiveness and, in Australia’s case, it is heavily dependent on the

reliable availability of competitively priced energy.

Now M. Chairman, if I may I would like to turn to a related issue, the idea of

including greenhouse as a trigger under the Governments new Environment Protection

and Biodiversity Conservation Act, which I believe has a bearing on the approach

Australia adopts in relation to greenhouse policy, and therefore the Committee’s terms

of reference.

Greenhouse Trigger

In terms of the supposition that introducing a greenhouse trigger would provide

another measure for addressing our international responsibilities in relation to climate

change, we do not believe that this would be an appropriate or cost-effective

approach.

The BCA is of the firm view that our response to international climate change

obligation must be managed well, and in an holistic and strategic manner – not on an
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adhoc project-by-project basis targeting a limited range of projects and with

differential coverage of sectors and emissions growth. At risk with the approach

proposed is investment certainty, and maintenance of conditions which promote a

competitive economic environment in which business succeeds and supports national

social, environmental and economic objectives. We do not believe that we are in a

position to, or indeed need to subject future investment, or the national economy, to

such risk at this stage.

The BCA therefore considers that the important issue it is not whether to apply

greenhouse as a trigger under the EPBC, but rather, how to develop an appropriate

mechanism to address continued economic growth while reducing the carbon intensity

of our energy mix – for growth across all sectors. The requirements of such a strategy,

which must be multidimensional (ie cover assessment and guide efficiency, integrate

with any future market mechanisms, address diffuse and point source, cumulative and

single project emissions, and influence demand side consumer policy), are in our view

well beyond the scope of the EPBC Act and environmental impact assessment applied

at the major projects level.

In this context, the BCA considers that a range of policies and measures have been put

in place through the National Greenhouse Strategy to reduce the growth in greenhouse

gas emissions across all sectors - including sectors with major projects and those with

diffuse high growth cumulative emissions. Mechanisms such as the National

Greenhouse Gas Inventory and the voluntary Greenhouse Challenge Programme

provide an institutional framework and basis which could, we believe, be further

enhanced and expanded to achieve the Government’s objectives in this instance. Other

alternative institutional approaches can also be identified.

We are firmly of the view that environmental impact assessment, and therefore the

EPBC Act, is not the appropriate mechanism to deliver the outcomes required, but

recognize and agree that a mechanism is necessary.

Conclusion
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M. Chairman, let me conclude by saying that the Business Council of Australia

remains ready to play a constructive role in greenhouse policy development. More

specifically, we stand ready to help devise and advance pragmatic and effective

solutions which provide the framework for economic success, protect the national

interest and, at the same time, lay a basis for real progress in dealing with the risks

posed by climate change.


