
•/

Submission No. 25
TT 25 June 2008

The Australian Workers' Union

Submission to the Joint Standing Committee on Treaties

Review of the Kyoto Protocol and beyond

August 2008

Paul Howes - National Secretary
The Australian Workers' Union

Level 10, 377-383 Sussex Street, Sydney NSW 2000
Phone: 02 8005 3333 | Fax: 02 8005 3300

Website: http://www.awu.net.au | Email: members@awu.net.au



* /

Executive Summary

It is a truism to say that climate change is by definition a global problem. But it is also an accurate
statement. And devising solutions to the problem, in particular in the context of both the current
and post Kyoto framework, is no easy challenge. It is however, a necessary outcome if domestic
efforts - and the burden sharing it entails - aimed at reducing our own carbon emissions are to be
successful in also contributing to reduced total global emissions.

This submission outlines the views of the Australian Workers' Union (AWU) on the need to
maximize current outcomes for Australia under the Kyoto Protocol and in future negotiations on
post-Kyoto arrangements. In particular, comprehensive coverage is required through extension of
the agreement beyond Annex B countries1 or on an operating framework for the new agreement
which has the same effective obligations on major developing country emitters as non-Annex B
countries as for Australia. This will determine the future competitiveness of Australia's emissions
intensive trade exposed (EITE) industries.

The implications for Australia's Carbon Pollution Reduction Scheme (CPRS) are also clear.
Without international progress on achieving effective obligations in developing countries that see
real burden sharing in global emission cuts it is most unlikely that Australian governments' will be
supportive of more ambitious emission reductions than have already been announced in the
context of the cut of 60 per cent of 2000 emissions by 2050.

The AWU congratulates the Rudd Labor Government in leading in the development of the CPRS
which we see as a vital contribution to dealing with the impacts of climate change. We have also
suggested a number of areas for priority attention in terms of scheme design and operation which
will reduce competitiveness impacts on the EITE sectors and workers without limiting their
contribution to reducing emissions. On the contrary, our suggestions include a range of ways to
harness progress made by a number of industries, including in steel, alumina refining, aluminium
smelting, LNG, petrochemicals, paper, plastics and cement to ameliorate their emissions to the
greatest extent that is currently technically feasible.

Australia has a tremendous asset in engaging in these negotiations. As a mature industrial
producing nation, we are at the best practice end of known technology and that is itself a head
start for Australia in achieving lower global emissions so long as others are also contributing fairly
and our industries remain onshore. Our industries and workers have insights and knowledge in
transitioning to a carbon constrained economy. They need to be fully engaged in this task in order
to maximize outcomes for Australia.

After a decade of turning our back on the Kyoto agreement, having signed it in 1998, opportunities
to adopt, adapt and transition the national economy along with a focus on constructive
international diplomacy in the intervening years have been missed. It is only this year, following
the Rudd Labor Government coming to power and in its first act as a new government, ratifying
the Protocol in late 2007 that the agreement has been allowed to come into force and with it the
legitimacy for full international engagement.
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In the time available to us there is therefore much to be made up. To its enduring credit, the Rudd
Labor Government has taken up the challenge to provide leadership to the nation on these issues.
The AWU looks forward to working with the Committee throughout the hearings process as a
constructive partner.
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Introduction

This submission responds to an invitation by the Chair of the Joint Standing Committee on
Treaties, Kelvin Thomson MP, to provide views and advice on the terms of reference of the
Committee's inquiry.

The Kyoto Protocol aims to address climate change by enforcing binding business reduction
targets against 1990 levels under the UN Framework Convention on Climate Change for the
commitment period 2008-2012.

On 25 June 2008, the Kyoto Protocol was tabled in Parliament and referred to the Federal
Parliament's Treaties Committee for review.

Matters to be considered by the committee include what position Australia should be adopting in
international negotiations concerning emissions reduction beyond 2012, what commitments should
we be offering and what commitments should we be seeking from other countries. The Committee
is also considering obligations and opportunities arising from ratification of the Kyoto Protocol,
including the proposed Carbon Pollution Reduction Scheme (CPRS).

The AWU welcomes the opportunity to outline its views on the importance of a post-Kyoto
framework which will include a much stronger binding obligation on developing country emitter
countries in addition to full participation by the United States in order to maximize scope for global
cooperation in reducing emissions in a sustainable manner.

The Issues:

Carbon leakage

Both the Garnaut Climate Change Review and Carbon Pollution Reduction Scheme Green Paper
acknowledge that emission intensive trade exposed (EITE) industries represent a special case." In
its recent Position Paper, the AWU outlined its primary concern with domestic emissions reduction
schemes - the probability of carbon leakage in the form of lost investment and jobs in the absence
of a global carbon price and market.'" The prospect of major industries relocating to countries free
of carbon constraints in the form of prices or taxes is present and real.

The AWU hosted a Round Table with major trade exposed industries on 23 July 2008. There was
unanimity in ensuring an effective ETS that accounted fully for the interests of the EITE industries
and that the Federal Government at the same time needed to ensure that progress was measured
directly by success internationally in achieving an effective global emissions framework.

A few facts illustrate the challenges for the EITE industries:

« Excess capacity in SE Asia and China was estimated to be more than 20 times Australia's
demand for cement in 2007lv. Australian demand could be easily met by this extra capacity.
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The 2007 Australian smelter PFC emissions from aluminium production were 0.26 tonnes
CO2 equivalent per tonne of aluminium compared to 0.7 per cent globally in 2006. This
result has been achieved through sound potroom management and technology change/
Lost production to China would result in twice the level of emissions for the same quantity
of aluminium produced.

Since emissions trading was introduced in the EU to the start of 2008 there have been
more than 3 million tonnes of printing and writing paper mill capacity closed in the EU,
much of it in companies expanding in Eastern Europe and Asia. Imports of paper into
Australia would increase and domestic production fall as paper producers are price takers
and heavily trade exposed to SE Asian competitors in particular/1 This, despite the fact the
carbon intensity has reduced by 14 per cent in 6 years (in the case of Australian Paper).

Progress in meeting Kyoto targets

At 13 May 2008, there are 182 Parties to the Protocol. The United States and Kazakhstan are not
currently Parties to the Protocol, but we anticipate the US will move quickly after Presidential
elections to ratify the Protocol (ie within the next 12 months).

The Protocol's Compliance Committee is charged with monitoring compliance with agreed
commitments under the Protocol. While not currently legally binding, they have the effect of at
least highlighting by comparison the relative progress in meeting obligations under the
Agreement/" It is therefore important for Australia to ensure that the Protocol maximizes the
opportunities for the Compliance Committee to promote compliance with the Agreement as this is
key to including current non-Annex B countries under post Kyoto frameworks/'"

In circumstances in which Australia is scheduled to meet its own commitments to 2012, it is critical
that burden sharing among Annex B countries reflect the fact that many countries will not do so. If
total global emissions are in fact to have any prospect at all of falling it is critical that Annex B
parties meet their targets in order to demonstrate progress. In its absence, it would be quite within
the rights of the Australian Government to assume a different short term trajectory for domestic
emissions reductions.

The Report of the Task Group on Emissions Trading'x noted that with some exceptions, the overall
picture on the performance of Annex B countries is that most are tracking well above their targets
and face the prospect of purchasing a significant volume of credits from foreign sources in order to
comply with their obligations under the Protocol. It would be useful to update on what the possible
compliance costs for non-achievers means in practice.
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