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Terms 0f Reference of the Committee

That a Standing Committee be appointed to inquire into and report
on:

{a) environmental aspects of legislative and
adminigtrative measures which ought to be taken in
order to ensure the wizse and effective management
of the Australian enviromnment and of Australia's
natural resources; and

(b} such other matters relating to the enviromment and
conservation and the management of Australia's
natural resources as are referred to it by -

{i} the Minister responsible for those matters;
or

{ii}) resolution of the House,

Terms of Reference of the Inquiry

That the Committee inguire into and report on the heneficial and
detrimental impact of fiscal measures on the environment with
particular reference to:

(a} effectiveness and efficiency in the -~

(i) congervation and management of natural
resources,

(ii) control of environmental pollution, and
{iii) preservation of heritage; and

(b} integration of enviromment and economic policies,
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RECOMMENDATIONS

The Committee recommends that:

1.

the Minister for Resources and Energy and the Treasurer
review taxation provisions relating to environmental
rehabilitation after mining activities and the setting aside
of funds tc cover anticipated rehabilitation costs with a
view to providing tax deductions for such measures,
(paragraph 51)

the Minister for Primary Industry and the Treasurer urdgently
review taxation measures to:

(i) remove all provisions (such as the Stanton
Agreements) which act as either incentives for forest
clearing or disincentives to the sound management of
privately owned native forests, and

(ii) ensure that gains from timber harvesting are treated
equally under the Income Tax Assesgment Act 1936
regardiege of how the forest was acguired.

{paragraph 100)

the Department of Primary Industry initjate a detailed
research program into the financial and taxation aspects of
private forestry and the scope for Commonwealth incentives
to encourage the development and sound management of native
forests,

(paragraph 101)

within six months of the Committee tabling its report the
Minister for Primary Industry advise the Parliament of
progress with the review of existing forestry taxation
provisions and the consideration of additional incentives
for the sound management of forests.

{paragraph 102}

the Minister for Primary Industry and the Treasurer urgently
review taxation provisions applying to plantation forestry,
particularly plantationg of native species to:

(1) removing existing disincentives, and
(ii) introduce incentives for envirommentally acceptable
plantation establishment on previously cleared

agricultural land.
. (paragraph 116)
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10.

11.

the Minister for Primary Industry in consultation with the
Australian Forestry Council: '

(1} encourage the States to individually adopt private
forest practices legislation and assistance programs
similar to those in Tasmania, and

(ii} review the need for a program of jcans or grants to
supplement State assistance programs.
(paragraph 117)

the Minister for Primary Industry in consultation with the
Australian Forestry Council review possible sources of funds
and the range of measures which could ke introduced,
including Commonweal th/State joint venture schemes, to
assist the States with reforestation programs on previously
cleared farm land and intensgive forestry in high value
forests.

(paragraph 125)

the Minister for Arts, Heritage and Environment and the
Treasurer urgently review taxation provisions which could
apply to tree planting and vegetation conservation f£or
nature and soil conservation purposes to promote and
encourage tree planting and vegetation retention.
{paragraph 144)

the Minister for Arts, Heritage and Enviromment and the
Minister for BEunployment and Industrial Relations review the
criteria used to assess community employment programs to
make funds available for tree planting and vegetation
conservation works on private lands in those cases where a
community benefit is clearly demonstrable,

{paragraph 146}

the Minister for Primary Industyy in consultation with the
Australian Soil Conservation Council investigate the
introduction of soil conservation conditions as a
pre~reguisite to drought assistance.

{paragraph 162)

(i) the Minister for Primary Industry in consultation
with the Treasurer and the Australian Soil
Conservation Council review all aspects of
Commonwealth and State soil conservation programs to
develop an integrated, comprehensive and effective
program, and

{(ii) a principal element of this review be a comprehensive
revision of existing taxation provisions and the
introduction of new taxation provigions particularly
rebates and tax credits.

{paragraph 185)




iz,

13.

14,

15,

186,

(3)

{ii)

the Minister for Arts, Heritage and Environment
consult with State and Territorv Ministers
responsible for heritage conservation to review the
provisions of the Urban and _Regional Development
(Financial Assistance) Act 1974 and the
intergovernmental arrangements made under the Act,
and

representative National Estate Grants Program
Advisory Committees be established in each State and
the Northern Territory to oversee the adminigtration
of the program,

{paragraph 201)

the Commonweal th Government and the Tasmanian Government
consult on a specific expenditure program for further
restoration and heritage protection works on the Tasman
Peninsul a.

{(paragraph 207)

the Commonweal th Government develop a tax rebate provision
for expenditure on certified conservation works on
properties listed on the Register of the National Estate.

{paragraph 225}

the Commonwealth Government in consultation with the States
seek to establish a jeintly funded revolving fund to provide
loans to State National Trusts to acquire and rencvate
historic properties.

{paragraph 226)

separate items be introduced inte departmental
appropriations to show maintenance and restoration costs
associated with Commonwealth owned properties listed on the
Register of the National Estate.

{(paragraph 231)
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1. INTRODUCTION

Scope of the Inquiry

1. When the Minister for Home Affairs and Envircnment (now
Arts, Heritage and Environment) wrote to the Committee to propose
an inguiry into fiscal measures and the achievement of
environmental objectives he stated that in some cases fiscal
measures appear to offer the most direct or most efficient means
of govermment intervention to resolve environmental problems. The
Minister was also concerned that many fiscal measures introduced
for other purposes have significant environmental effects which
are sometimes inconsistent with the achievement of environmental
objectives.

2. It became apparent during the eariy stages of the
inguiry that fiscal measures might be helpful in achieving a
large number of envirommental objectives and that the Committee
would not be able to consider all of them in the context of one
inquiry. This reflected the wide range of issues where
enviromment remedial action is reguired, the broad definition of
the environment used by the Committee and the extensive use of
fiscal measures by governments. Even within the area of
Commonweal th taxation measures there are many provisions which
might be relevant to the consideration of environmental problems.
These provisions are listed in Appendix 4,

3. The Committee decided to concentrate on those issues
most often referred to in submissions, those which were most in
need of some action and those where it appeared that some
progress might be possible. These were the problems of forestry
and vegetation conservation, land degradation and heritage
conservation. '




4. The many other matters which were raigsed but which the
Committee did not look at in s¢ much detail included water
resource developmeht, mineral resource development, energy
conservation, urban solid waste management and beverage
containers, resource recycling, sewage disposal, air and water
pollution, noise control, wildlife protection and funding of
voluntary conservation groups.

5. The Committee broadly defined fiscal measures as all
government activities involving the raising of revenue or
expenditure. These activities occcur at all levels of goverrnment
and the roles of the Commonwealth, State and local governments
were considered to the extent that they impacted on the issues
studied by the Committee,

The Separate Development of Fiscal and Environmental Policy

6. The Commonwealth and the States have responded to
envirconmental problems by introducing specific legislation
without generally considering the economic impact of their
action. On the other hand economic measures to raise revenue,
promote development, improve social welfare or control economic
performance have also been introduced without consideration of
the environmental impacts., This is an artificial separation
because most of the activities that cause environmental concern
are the result of economic activity such as industrial and
commercial procesges or industrial and social infrastructure
developments, It is somewhat surprising that governments have not
used fiscal measures to control the environmental impact of
economic activities in the same way that they have used fiscal
measures to control economic performance.

7. A number of explanations were advanced to explain the
failure to use economic measures to achieve envirommental
objectives. Probably the most important factor is the different




attitudes of decision makers in industry, government and the
conservation movement, Industry leaders have a strong economic
orientation and are concerned to maximise profits, It would be
expected that they would not support economic measures designed
to protect the environment where those measures involve a
significant increase in their own costs, On the other hand the
conservation movement is more oriented to the natural sciences
and has perhaps been suspicious of economic measures which, for
example, attempt to define acceptable pollution levels in terms
of economic efficiency. Decision making in government seems to
have been characterised by a compartmentalised approach ¢n the
part of different departments with different outlooks and by
compromise. This has all resulted in little integration of
economic and envirommental policies,

8. Another major obstacle has been the lack of knowledge
about the economic costs and benefits of envirormental
pProtecticn. A lack of multi-disciplinary research reflects the
segregation of thinking and envirommental economics has not yet
emerged as a major academic discipline in Australia. The
conseguent lack of information has prevented communication
between environmentalists and economists, .

9. The need to conserve regources and protect the
environment is generally recognised by all sectors of society.
Specific environmental objectives have been clearly def ined in a
number of studies including reports and policy statements by
Parliamentary committees, government inquiries, industry
organisations, academicg and the conservation movement.

10. The National Conservation Strategy is a statement of
principles and guidelines and clearly identifies the need for
conservation and the principles which should apply to economic
development and industrial activity. It was endorsed and adopted
by a national conference convened by the Commonwealth Government
and attended by representatives of all sectors of government,




industry and the conservation movement, The strategy, which notes
that economic development and conservation are not separable,
identifies four main objectives of living resource conservation
in Australia. These are:

. to maintain essential ecological processes and life
support systems (such as soil regeneration and
protection, the recycling of nutrients, and the
cleansing of waters), on which human survival and
development depend;

. to preserve genetic diversity (the range of genetic
material found in the World's organisms), on which
depend the breeding programs necessary for the
protection and improvement of cultivated plants and
domesticated animals, as well as meost scientific
advances, technical innovations and the security of the
many industries that use living resources:;

. to ensure the sustainable utilisation of species and
eco-gystems (notably fish and other wildlife, forests
and grazing land}, which support millions of rural
communities as well as majeor industries, and

o to maintain and enhance environmental qualities which
make the Earth a pleasant place to live on and which
meet aesthetic and recreational needs,

11. It was noted that achieving the objectives would be
greatly assisted if the Australian community accepted a number of
strategic principles including the integration of conservation
and development., After the strategy was promulgated an interim
consultative committee was formed to advise the Minister on the
adoption and implementation of the strategy. In 1985 the
consultative committee reported that the image of the strategy
was suffering from a lack of real tangible action and that after
two years there was little practical evidence that the strategy
was being applied.




12, Similar inactivity in the face of a clearly defined
need and objective was referred to by the Senate Standing
Committee on Science, Technolouwy and Environment when it reported
on its inquiry into Land Uge Policy. The Senate Committee
detailed 16 inquiries since 1972 that unsuccessfully called for
the development of a national land use policy. The concept itself
gseems well supported but unimplementable because governments have
failed to identify measures which can be applied to this problem.

i3. The obstacles to practical implementation of statements
of principle such as the National Conservation Strategy include
the division of constitutional power within the Australian
federal system, the failure to develop suitable mechanisms and a
resistance from those who perceive a conflict between
environmental problems and economic development. The elements of
Commonwealth fiscal policy provide ways in which these problems
could be overceme provided only that economic factors are given
due weight and that there is co-operation with the States.

The Commonwealth's Role

14. The Australian Constitution defines and limits the
powers of the Commonwealth Govermment. In practice however, there
are many matters where the different levels of government each
have a role, It is necessary for the Commonwealth, State and
local geovernments to recognise each other's authority and to
co-operate with each other, The Commonwealth and the States both
have a role to play in implementing policies which go beyond
State borders and inveolve a national interest. Each level of
government must also recognise the indirect and unintended
impacts of its actions. Thig applies particularly to the
Commonwealth in the exercise of its fiscal powers.

15, The Constitution does not provide the Commonwealth with
any direct powers in respect of environment protection or
conservation. However the Commonwealth has become increasingly




involved in these areas through the exercise of its powers
derived from the international trade and foreign affairs
provisions of the Constitution. The Commonwealth has also
achieved dominance in economic policy and its fiscal powers now
greatly surpass those of the States to the extent that the
Commonwealth is able to strongly influence the States through the
provision of general and special purpose grants,

16. The Committee does not intend to discuss the merits of
the Constitution or the existing distribution of econcmic and
fiscal powers except to the extent that it is necessary to review
Commonweal th/State co-operation on environmental matters, fThe
views of the Queensland Government are worth noting.2 It stresses
that envirommental management and protecticn are State
responsibilities. The Queensland Government takes the view that
the Commonwealth Govermnment should use fiscal measures primarily
to achieve macroeconomic objectives and because of the extremely
wide range in fiscal powers available to it the Commonwealth
Govermment is placed in a position of gpecial responsibility in
ensuring that envirommental implications of figcal measures are
properly assessed.

17, However the Queensland Government also recognises that
there is a need for appropriate inter—governmental co-operation
and support in a number of capacities, particularly when the
matter under consideration crosses State borders or when
environmental programs of national significance exist and there
is a need for the Commonwealth to provide additional financial
assistance, The Committee strongly agrees with this view and this
is one of the reasons that the Committee considers Commonwealth
fiscal measures to be particularly important in environmental
matters.

18, The Committee considers that given the Commonwealth's
prominent role in fiscal matters and the powerful influence that
fiscal measures can have on envirommental objectives it is




important that the Commonwealth and States co-operate in such
matters. This will ensure that not only are unintended
detrimental effects identified and avoided but that maximum
benefit is gained from the positive application of fiscal
measures in the pursuit of specific envirommental objectives.
Without State co-operation the Commonwealth will find it
difficult to identify objectives or assess impacts. It will also
be difficult to design and implement measures which will be both
effective and efficient. This approach is reflected in the
Committee's approach to the inquiry where the matters selected
for close attention were those where a national program was
considered appropriate,.

Integration of Envirommental and Economic Policies

19, The observation that conservation and economic
development are not separable and are elements of the same
activity leads to the question of whether macro fiscal policy
should be modified to produce improvementg in environmental
guality., This question is sometimes framed in terms of whether or
not economic growth is desirable, Although the Committee believes
that specific fiscal measures can have significant envirommental
impacts it has not addressed the more general question of the
desirability of economic growth cor the impact of overall
macroeconomic policy. This is partly because the National
Conservation Strategy emphasises that conservation and economic
development are simply aspects of the same problem. Also the
prevailing view amongst major political parties is that economic
growth will continue to be an overriding objective of fiscal
policy bearing in mind other development policies and any
gquestioning of this objective will therefore not be fruitful in
the context of the present inguiry.

20, The Commenwealth Treasury contrasts macroeconomic
policies which are basically concerned with the overall levels of
economic activity with envirommental policies which are concerned







