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Foreword

Chemicals and plastics play an essential role in our modern economy, but they can
present risks for public health, workplace safety, the environment, and national
security. Regulation is an important tool in managing these risks, to help ensure that
the net benefits to the community of using chemicals and plastics are maximised.
Yet chemicals and plastics regulation has long been criticised for its inconsistencies,
particularly across jurisdictions, and the impacts these have on effectiveness and
efficiency.

In 2006 the Council of Australian Governments (COAG) identified chemicals and
plastics as a ‘regulatory hotspot’, and a Ministerial Taskforce was established to
develop a streamlined and harmonised national system of chemicals and plastics
regulation. COAG also agreed that the Productivity Commission would undertake a
study to assist the work of the Taskforce. This report is the culmination of the
Commission’s study.

The Taskforce has already developed a range of ‘early harvest’ reforms — informed
in part by the Commission’s draft report — which have been endorsed by COAG.
The Taskforce has indicated that it will draw on this final report to further develop
its reform proposals.

In undertaking this study, the Commission consulted with a wide range of
participants from industry, government and the community. It benefited greatly
from the willingness of all parties to propose, debate and in the main agree on a
series of reforms that will improve community wellbeing.

The study was overseen by Commissioner Mike Woods and Associate
Commissioner Siobhan McKenna, with the involvement of Commissioner Angela
MacRae in the early stages. The staff research team was headed by Paul Belin.

Gary Banks AO
Chairman

July 2008
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Terms of reference

Productivity Commission Study
into Chemicals and Plastics Regulation

Preamble

The chemicals and plastics industry is a diverse sector comprising base and feedstock products,
speciality and refined chemicals, intermediate goods and components as well as finished
products. It plays an important role in manufacturing, with 70 per cent of its outputs used as
essential inputs to other manufacturing and industrial sectors (e.g. automotive, building and
construction, packaging, medical, agriculture and mineral processing).

Background

The Council of Australian Governments (COAG) decided at its meeting on 10 February 2006
that it would:

. establish a ministerial taskforce, with each jurisdiction nominating one
responsible Minister, to develop measures to achieve a streamlined and
harmonised system of national chemicals and plastics regulation, and reporting
progress to COAG by mid 2006 (Decision 5.8, Attachment B, 10 February 2006
COAG communique).

The purpose of this study is to inform the work of this Ministerial Taskforce.

Additionally, the Report of the Taskforce on Reducing Regulatory Burdens on Business,
Rethinking Regulation, made six recommendations regarding the regulation of chemicals and
plastics, which are complementary to the COAG decision. In particular, Recommendation
4.58 proposed that COAG establish a high-level taskforce to oversee an independent public
review of chemicals and plastics regulation.

The study, the details of which are below, is to have regard to COAG’s Principles and
Guidelines for National Standard Setting and Regulatory Action by Ministerial Councils and
Standard-Setting Bodies, endorsed in April 1995 and amended in 1997 and 2004.

Research Task

The Productivity Commission is requested to undertake a research study examining the current
arrangements for the regulation of chemicals and plastics in Australia. In the light of the
COAG regulatory principles, the Commission is to assess the impact of current regulation on
the productivity and competitiveness of the chemicals and plastics industry, Australian
industry and the economy as a whole, together with the effectiveness of the regulations in
addressing public health, environmental, and occupational health and safety issues, and
substances of national security interest.
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The Commission is to identify measures that could be introduced to achieve a streamlined and
harmonised system of national chemicals and plastics regulation and any alternatives to
regulation. In this work the Commission is to draw on the recommendations arising from the
Report of the Taskforce on Reducing Regulatory Burdens on Business.

The Commission is to:

1. Investigate and document the current system of regulation of chemicals and plastics in
Australia, including the interrelationships between the Australian, State and Territory
government agencies, and local government layers of regulation, and the effect of these
relationships on economic, public health and safety, occupational health and safety, and
environmental outcomes. In examining these relationships, issues such as duplication
and inconsistency both within and across jurisdictions should be identified. In particular,
an assessment should be conducted of the impact of regulation on productivity and
competitiveness.

2. Investigate the degree to which Australian regulations diverge from accepted standards
(both international and those applying in similar jurisdictions overseas) and the costs and
benefits of those variations. In doing so, the Commission should examine Australia’s
implementation of the United Nations’ Globally Harmonised System of Classification
and Labelling of Chemicals, and take into account the work underway to achieve mutual
recognition and harmonisation with New Zealand in relation to industrial chemicals
under the Trans-Tasman Mutual Recognition Arrangement.

3. Examine the efficiency of existing arrangements for security-sensitive ammonium
nitrate, recognising that the requirement to achieve the Government’s national security
outcomes cannot be diminished, and having regard to the work being progressed by
COAG’s Review of Hazardous Materials.

4.  Report on the efficiency and effectiveness of current institutional and regulatory
frameworks for chemicals and plastics regulation in Australia in achieving economic,
public health and safety, occupational health and safety, and environmental outcomes.

5. Make recommendations for reforms to regulations and regulatory arrangements and the
establishment of a best practice governance framework including options to enhance
national uniformity and consistency, to streamline data requirements and assessments
processes to reduce unnecessary compliance burdens, and for alternatives to regulation.

In undertaking the study, the Commission is to prepare an issues paper, consult widely with all
relevant stakeholders (including Australian Government agencies, State and Territory agencies,
chemical supply and user industries, consumer and community groups) and prepare a draft
report.

Timeframe

The Commission is to report within 12 months of commencing the study and its report is to be
published.
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Industry Definition

For the purposes of this study, the Chemicals and Plastics industry is considered to comprise
ANZSIC 2006 Groups 18 and 19 (less 184 (Pharmaceutical and Medicinal Product

Manufacturing)).

PETER COSTELLO
Received 27 July 2007
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Abbreviations

AAT Administrative Appeals Tribunal

AATSE Australian Academy of Technological Sciences and
Engineering

ABS Australian Bureau of Statistics
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ACCC Australian Competition and Consumer Commission
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NRA
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NTC
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OBPR
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OECD
OGTR
OHS
PACIA
PC
PCBs
PECs
PIHC
PIMC
PISC
POPs
PSIC
PVC
QSAR
RIS
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SCOC
SDS
SITC
SSAN
SUSDP

National Registration authority for Agricultural and Veterinary
Chemicals (predecessor of APVMA)

National Registration Scheme for agricultural and veterinary
chemicals

National Road Transport Commission

National Transport Commission

Office of the Australian Safety and Compensation Council
Office of Best Practice Regulation

Office of Chemical Safety

Organisation for Economic Co-operation and Development
Office of the Gene Technology Regulator

Occupational health and safety

Plastics and Chemicals Industries Association
Productivity Commission

Polychlorinated biphenyls

Priority Existing Chemicals
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Primary Industries Standing Committee
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Product Safety and Integrity Committee

Polyvinyl chloride
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Standing Committee on Chemicals

Safety data sheet

Standard International Trade Classification
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SUSMP Standard for the Uniform Scheduling of Medicines and

Poisons
TGA Therapeutic Goods Administration
UHL Unsupervised handling licence
UN United Nations
VMDA Veterinary Manufacturers and Distributors Association
WRMC Workplace Relations Ministers' Council
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Glossary

Article

Allergy

Chemical

Corrosive

Cosmetic

Cost recovery

Explosive

Hazard

HAZOP study

Means an object which during production is given a special
shape, surface or design which determines its function to a
greater degree than does its chemical composition (examples
include furniture, electrical appliances or motor vehicles).

A state of physical hypersensitivity to certain things, such as
pollens, food, and fruits, which are normally harmless.
Hayfever, asthma, and hives are common allergies.

A substance produced by or used in a chemical process.

A substance or mixture that can eat away the surface of a solid,
especially of metals, by chemical action.

A substance or preparation intended for placement in contact
with any external part of the human body with a view to
cleaning the body, maintaining or protecting it, or altering the
body’s appearance.

Fees and charges related to the provision of government goods
and services (including regulation) to the private and other
non-government sectors of the economy.

A solid or liquid substance (or mixture of substances) which is
capable by chemical reaction of producing gas at such a
temperature, pressure and speed to cause damage to the
surroundings.

Anything (including work practices or procedures) that has the
potential to harm the health or safety of a person.

A hazard and operability study is used to identify process and
operational hazards, evaluate safeguards and make
recommendations for improving safety.
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Label

Maximum residue

limit (MRL)

Oxidizing

Plastic

Poison

Polymer

Precautionary
principle

Preparation

Risk

Directions for the product’s safe and effective use, which are
attached to the product or its container.

The maximum concentration of a chemical residue allowed in
or on a food, agricultural commaodity, or animal feed, resulting
from the registered use of an agricultural or veterinary
chemical.

An oxidizing substance or mixture is one that, while not
necessarily combustible on its own, may cause or contribute to
the combustion of other material.

Any of a group of synthetic or natural organic materials which
may be shaped when soft and then hardened, including many
types of resins, resinoids, polymers, cellulose derivatives,
casein materials, and proteins.

A non-pharmaceutical ingredient, compound, material or
preparation which may cause death, illness or injury and
includes any ingredient, compound, material or preparation
referred to in a schedule to the current Standard for the
Uniform Scheduling of Drugs and Poisons (SUSDP).

A natural or man-made material formed by combining units,
called monomers, into long chains. The word polymer means
many parts. Examples include starch (which has many sugar
units), polyethylene (which has many ethylene units) and
polystyrene (which has many styrene units).

Where there are threats of serious or irreversible damage, lack
of full scientific certainty shall not be used as a reason for
postponing cost-effective measures to prevent environmental
degradation (Principle 15 of the Rio Declaration, 1992 UN
Conference on Environment and Development).

Mixtures or solutions composed of two or more substances.

Risk is the likelihood that harm will occur as a result of
exposure to a hazard.
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