C Measures related to carbon emission
reduction

This appendix provides a stocktake of existing and prospective Australian, State and
Territory Government carbon emission reduction measures. Some of the measures
listed here are included in the Commission’s overall estimates of industry assistance
in Trade & Assistance Review (appendix A). This stocktake attempts to expand that
coverage, particularly in the context of expected future increases in the number and
size of government measures aimed at reducing carbon emissions. Chapter 5
provides an analysis of the measures included here.

Full details of this stocktake are available in a spreadsheet on the Commission’s
website (http://www.pc.gov.au/annualreports/trade-assistance).

C.1 Identifying carbon emission reduction measures

Identifying those measures that target emission levels and provide assistance to
industry is not straight-forward.

o Determining whether a measure is intended to reduce carbon emissions is not
always clear as some measures have multiple objectives, while others are aimed
at ameliorating the effects of reforms that reduce carbon emissions.

« Many carbon emission reduction measures do not deliver direct assistance to
particular industries but mandate environmental standards, such as energy
efficiency ratings for new homes, or provide subsidies to install energy saving
devices, such as solar panels.

« Often non-budgetary measures (such as regulations or procurement guidelines)
are used to enforce reductions in carbon emissions. Data to determine how much
assistance these measures provide is not always available.

Accordingly, the Commission has considered the following questions to guide its
classification of carbon emission reduction measures.

« Is an objective of the measure, in whole or in part, to reduce carbon emissions or
to assist firms to adjust to a lower carbon economy?
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o Does the measure selectively assist particular businesses or activities? In
particular, even if the assistance is directed at households, does it selectively
assist a particular business or activity?

o Can the measure be quantified given practical constraints in measurement and
data availability?

C.2 Application of guidelines

Applying these ‘filters’ has meant that the Commission has exercised judgement in
a number of instances where inclusion or non-inclusion of a measure is not clear
cut.

First, it has included measures that, in whole or in part, intend to reduce carbon
emissions or are aimed at providing selective assistance to firms or activities to
adjust to a lower carbon economy. This means that policies that have as an
objective to reduce carbon emissions are included, even if they have other
objectives, or carbon emission reduction is not the primary objective. For example,
energy efficiency ratings for new homes are included, as one objective of this
measure is to reduce carbon emissions. However, other objectives include lowering
energy bills and reducing demands on the electricity network.

Second, the Commission only reports on measures that provide selective assistance
to particular firms, industries activities or sectors, either directly or indirectly.
Selective (as opposed to general) government measures enable assisted firms to gain
an advantage, relative to other firms, thereby artificially increasing their returns and
influencing the allocation of economic resources. So measures that provide general
compensation to households to cope with higher energy or transport prices are
typically not included. In contrast, government measures that provide subsidies to
households to install insulation are included because they selectively assist the
insulation industry.

Third, the Commission has taken a broader view of assistance measures than it
generally does for assistance classifications in other parts of the Trade & Assistance
Review. Measures relating to budgetary outlays, regulatory interventions,
procurement policies and information provision are all included in this stocktake.
Because the Commission usually only includes measures that can be quantified,
many of these measures would not be included in estimates of assistance reported in
the Trade & Assistance Review.

Reporting on these broader measures introduces difficulties in quantifying some
measures. As a result, the Commission has split the classification of measures into
those that can be quantified and those that cannot.
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« Measures that can be quantified are reported as quantifiable measures. Chapter 5
analyses the details and impact of these measures.

o Measures that cannot be quantified are reported as non-quantifiable measures.

Of the measures that can be quantified, the Commission has sought to provide
estimates for the last financial year and the next four financial years (that is 2007-08
to 2011-12, inclusive). In some instances, however, it has not been possible to
provide annual estimates of the size of a measure. In these instances, the total funds
allocated to the measure have been reported. It should be noted that some spending
under programs for which annual estimates are not available, as well as other
programs identified, may occur beyond 2011-12.

Fourth, some aspects of assistance measures that would normally be reported in
Trade & Assistance Review have not been estimated for carbon emission reduction
measures. For instance, the Commission has not sought to identify the initial
benefiting industry of particular measures and has, therefore, not reported detailed
industry or sectoral estimates of assistance.

In some respects this stocktake goes further than the normal reporting performed by
Trade & Assistance Review. This stocktake includes State and Territory
Government measures alongside Australian Government measures. Further, this
stocktake reports any measures that will be introduced, or have been proposed to be
introduced, over the next four financial years. So, for example, it reports on the
impact of the Australian Government proposed Carbon Pollution Reduction
Scheme.

In sum, this classification generally results in a relatively comprehensive listing of
carbon emission reduction measures. Yet, in an exercise of this breadth it is likely
that some measures may have been missed. Further, the stocktake only reports on
measures that have been announced up to the end of March 2009. Some caution
should be exercised in examining this list given the scope for changes to many of
these measures, most probably in response to a number of reviews that are
occurring (see Chapter 5 for more details).

C.3 Reporting of measures

Tables C.1 to C. 19 report on the identified carbon emission reduction measures for
each jurisdiction. The measures are classified into four types:

o Budgetary assistance includes financial grants, subsidies or loans to firms,
industries or organisations and tax concessions, including exemptions,
deductions or preferential tax rates. In general, estimates of the funds allocated
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(or the tax revenue forgone) have been included for these measures. Where
possible, the administration costs of the programs have been excluded.

Regulatory interventions include measures that mandate particular standards,
quotas for the use of lower-emission energy sources or prices for the “feed-in” of
lower emission energy sources. In some cases, the impact of these measures
have been quantified, though these estimates are generally not included in tables
below (see chapter 5).

Procurement guidelines include government guidelines relating to the purchase
of equipment, capital items or infrastructure that favour lower emission options.
The impact of these measures has not been quantified.

Information provision includes measures that provide information to businesses
or households on ways to reduce carbon pollution. This encompasses
information that governments deliver directly, or information that it requires
businesses to give to consumers. The impact of these measures has not been
quantified.
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