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Dear Gary 
 
THE ROLE OF THE PRODUCTIVITY COMMISSION IN CARBON POLICY 
REVIEWS 
 
Thank you for the opportunity to comment on the role the Productivity Commission 
(PC) has been asked to take in aspects of the implementation of the Clean Energy 
legislation. 
 
The consultation paper issued by the PC raises a number of important policy and 
process matters and highlights some of the complex issues that will need to be dealt 
with as the legislation is put in place.  
 
This letter specifically addresses the role of the PC in relation to the jobs and 
competitiveness package.  
 
The Business Council of Australia (BCA) has given substantial thought to how to 
progress policies which will support the reduction in global greenhouse gas 
emissions and believes that the right policy for Australia should include a slow and 
steady start, with a low initial greenhouse gas emissions price during the fixed price 
period, to allow for an orderly economic adjustment to higher energy and 
greenhouse gas emissions costs. It will also ensure Australia moves in tandem with 
real action on the part of our major competitor countries and ensure Australia’s 
trade-exposed industries do not face higher greenhouse gas emissions costs than 
competitors.  
 
A critical element of the BCA's policy position is regular, independent and 
transparent reviews of the impact the policy on individual industry sectors and the 
economy as a whole, considering whether the policy is achieving a lowest-cost 
approach to emissions reduction. 
 
It is for this reason we are keen to provide the following comments in relation to the 
issues raised in the consultation paper. 
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The policy objectives of the Jobs and Competitiveness Package (JCP) 
 
The PC has identified as one of its priorities the need to clarify the key policy 
objective/s for the assistances under the JCP. 
 
The BCA has assessed the Clean Energy Act and the range of government papers 
in the five years leading up to the Act. See attachment for details. 
 
Two objectives appear to have been core throughout these processes are in line with 
the Clean Energy Act. We recommend that the PC give these detailed consideration. 
 

•  The first is that arrangements for industry should provide transitional assistance 
to ensure a smooth transition to lower emission intensity.  
 

• The second is that where assistance, either through free permits or other means, 
is provided to industries it is sufficient to offset the costs imposed by all 
emissions reduction measures such that they retain their same competitive 
position relative to trade competitors in those products. In other words the 
position of an Australian product on the international cost curve for that product 
should remain unchanged until trade competitors impose similar costs.  

 
In relation to the second objective it should be recognised that such an objective will 
require  activity-by-activity assessment of competitiveness taking into account the 
net costs (or subsidies) of policies imposed on similar activities in relevant competitor 
countries and in countries covering a substantial majority of global emissions. 
 
Yours sincerely 
 

 
 
Jennifer Westacott 
Chief Executive 
 
Attachment/s: Key points from government reports and legislation 
cc: The Hon Wayne Swan, Treasurer 
The Hon Greg Combet, Minister for Climate Change and Energy Efficiency 
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KEY POINTS FROM GOVERNMENT REPORTS AND LEGISLATION 
 

• In 2007 the National Emissions Trading Taskforce, in its final report Possible 
Design for a National Greenhouse Gas Emissions Trading Scheme: Final 
Framework Report on Scheme Design, established the objective to protect the 
international competitiveness of individual Australian industries at risk until such 
time as competitors in other countries were considered to be subject to 
commensurate emissions constraints (page 69).  
 

• The Prime Minister’s Task Group on Emissions Trading in its recommendations 
highlighted the need to provide free permits to trade-exposed and emission-
intensive industries for their carbon-related exposure until key international 
competitors face similar carbon constraints (Report of the Task Group on 
Emissions Trading, May 2007, page 100). 

 

•  In 2008, the government released its white paper The Carbon Pollution 
Reduction Scheme; Australia’s Low Pollution Future which again referred to 
addressing some of the competitiveness impacts on emissions-intensive, trade-
exposed industries until broadly comparable constraints applied internationally 
(page 12-7). 

 

•  The explanatory memorandum for the Clean Energy Act 2011 includes a 
discussion of objectives for the JCP noting that: 

 
“The Jobs and Competitiveness Program will ensure that businesses that 
produce a lot of pollution and compete in international markets remain 
competitive, while still retaining strong incentives to reduce carbon pollution.” 
Page 15 
 
“Unless the Program is implemented, the costs associated with the 
mechanism may adversely impact the competitiveness of entities conducting 
emissions-intensive trade-exposed activities in Australia in the period before 
broadly comparable emissions reduction policies or carbon constraints are 
applied in other countries at an industry or economy-wide level. Entities 
conducting these activities may be constrained in their ability to pass on the 
costs of the carbon price, while competitors do not face similar costs which 
have been imposed through market based or regulatory mechanisms.” Page 
168 
 
“Measures to reduce emissions do not necessarily need to consist of a cap 
on emissions, and other approaches to reduce emissions are also intended 
to be considered in the analysis. It will be important to consider whether all 
relevant market-based and regulatory measures, taken together, impose 
broadly comparable carbon constraints as those in Australia, taking into 
account assistance arrangements in both Australia and in these competitor 
countries.” Page 169 


