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Background

The Australian Chamber of Commerce and Industry (ACCI) is the peak council of Australian business associations.  ACCI’s members are employer organisations in all States and Territories and all major sectors of Australian industry.

Through our membership, ACCI represents over 350,000 businesses nation-wide, including the top 100 companies, over 55,000 enterprises employing between 20-100 people, and over 280,000 enterprises employing less than 20 people.  This makes ACCI the largest and most representative business organisation in Australia.

Membership of ACCI comprises State and Territory Chambers of Commerce and national employer and industry associations.  Each ACCI member is a representative body for small employers or sole traders, as well as medium and large businesses.

Introduction

The introduction last year of The Plastic Bag Levy (Assessment and Collection) Bill 2002 [1 & 2] in both Houses by Independent Peter Andren and Greens Senator Bob Brown would see a 25c levy collected at the retail point of sale. The levy would not apply in a number of limited exempted cases - for example on baked goods, non- packaged fruit and vegetables or fresh meat and fish. The levy would not apply to paper bags or other similar non-synthetic packaging, but other ‘biodegradable’ bags would be subject to the levy.  

The Plastic Bag (Minimisation of Usage) Education Fund Bill 2002 [1 & 2], also introduced into both Houses by Andren and Brown, would allow for the creation of a national environment fund, administered by the Minister for the Environment, ‘to be used to minimise the impact of, and for education about, environmentally hazardous waste in Australia’.

The Senate referred these bills to the Senate Environment, Communications, Information Technology and the Arts Committee for inquiry and report by 7 October 2003.  

Through consultation with our broad membership and in particular with members to which this draft legislation directly relates, notably: the Australian Retailers Association, the Plastic and Chemicals Industries Association Inc, and the Australian Consumer and Specialty Products Association, ACCI is in a strong position to give an informed and broad industry view on the merits of The Plastic Bag Levy (Assessment and Collection) Bill 2002 and The Plastic Bag (Minimisation of Usage) Education Fund Bill 2002 (the bills). As such, ACCI is able to provide a response that is neither sectoral or industry specific, but a balanced view addressing the concerns of all stakeholders affected. 

ACCI’s firm position is that if these two bills were passed, they would result in poor environmental, and broader public policy outcomes.  As such, ACCI does not support their implementation. Although the premise may be meritorious, in that they attempt to reduce the incidence of plastic bad pollution in the Australian environment, the ‘mechanics’ that they propose are not.  ACCI believes there are other, more effective and cost-efficient means to remedy this issue.  

Not withstanding the importance of this issue, it could be argued that the introduction of these bills was a populous emotive response  rather than a well considered policy option.  It is unfortunate that governments and opposition parties have not taken the opportunity to better address their concerns with the community and industry before remedies, such as the proposed levy, are pursued.  

Key Issues

There have been a number of developments since the bills were introduced which need to be taken into consideration. 

The Environment Protection & Heritage Council

The Environment Protection & Heritage Council (EPHC) met on 23 December 2002 and formulated a voluntary compliance strategy to address the issue of plastic bag litter.  This strategy requested retailers to develop a national code of practice for the management of plastic bags.  In this code, Ministers have challenged retailers to meet targets to halve the number of plastic bags by the end of 2004 (supported by analysis, Australian Retailers Association [ARA] suggest this is an impossible target) and increase the rate of plastic bag recycling by 50% (ARA suggest this may be possible if other recycling initiatives - such as local government including bags in kerbside recycling systems - are pursued).

Ministers are seeking a 90% participation rate of retail chains and 25% participation rate of small retailers to the voluntary code of practice. 

Ministers at a June 2003 EPHC meeting agreed that these targets could not be adequately addressed in the code of practice submitted by retailers and have invited submission of another version by 27 June 2003.  If the code is still considered unsatisfactory, the EPHC plans to pursue nationally co-ordinated mandatory measures at its next meeting on 1 August 2003.  It is thought that measures such as a levy, ban, or range of other mandatory measures, such as National Environment Protection Measures, may be considered.  ACCI would hope that the preliminary findings of this Senate Inquiry would be provided to all Ministers as a means to closely examine the merits of a levy.

The substantive issue arising from the proposed approach is that governments have responded with policy options that would incur high costs for consumers and producers with a very small environmental gain.   Further, voluntary approaches such as the National Packaging Covenant (NPC) have not been given an opportunity to succeed as governments respond hastily to misinformed media and public debate.    

National Packaging Covenant 

A means to assist industry to mitigate the environmental impacts of shopping bags already exists.  Through the National Packaging Covenant Council (NPCC), the NPC is a template to address this issue.  Working in conjunction with government, the NPC affords industry the flexibility it needs to devise strategies tailored to the characteristics of their market and general operating environment.   

To date, stakeholders to this debate have successfully utilised the principles espoused in the NPC.  For example, the code of practice devised by retailers includes initiatives such as promoting the use of alternative bags and selling them at the point of sale; encouraging recycling by providing bins and promoting their use; trialling bag free check-out lanes; training staff to maximise the number of items packed per bag; and questioning customers’ need for a bag where appropriate.

Similarly, the manufacturers of plastic bags have also taken steps to address this issue.  For example, as a result of commitments made under the NPC, plastic bag manufacturers are working in partnership with recyclers to enable post-consumer bags to be re-manufactured back into retail shopping bags. There is now an ability to increase the level of recycling from its current low base and to achieve (perhaps) the EPHC target of 50% recycling of available bags.
Levies as an option to achieve outcomes

It is of concern that governments today are showing an increasing propensity to use levies and surcharges as a means to correct market failures or market impediments. ACCI would consider that the introduction of a cost to address an externality or inefficiency should be a sanction of ‘last resort’.  Whilst there is an externality associated with plastic bag litter and the fact that they are not fully biodegradable, governments must exhaust all other options before a costly, and distortionary impost such as a levy is proposed. Further, and although environmental related market inefficiencies and externalities in the past have sometimes necessitated government intervention, it should be noted that as a general principle, industry/environmental outcomes are best achieved by voluntary and flexible processes that minimise distortions and inefficiencies usually associated with mandatory measures. This point is illustrated later in this submission. 

Tenuous grounds for support

It is of deep concern that the options supported by governments and parties (i.e bans, levies etc) have been proposed and publicly supported on tenuous grounds – in that, there has been little evaluation of the effects of these alternative approaches on the economy (eg high compliance burden on retailers and negative flow-on effects to supporting manufacturing industries); the environment (eg life cycle assessments on alternatives such as calico and paper are yet to be completed); or the social impact (eg OH&S concerns associated with re-using bags where various perishables have been kept).

Plastic Bag Bills

Specifically in relation to the proposed bills, the economic, environmental and social trade-offs are substantial.  From the analysis below, it is difficult to justify a 25c levy on sound public policy grounds when there are other more effective and less-costly means to achieve a reduction in plastic bad pollution.  

Economic trade-offs associated with a 25c levy on plastic bags

The introduction of a levy on plastic bags would unfairly disadvantage those firms that are currently undertaking research and development activities in relation to recycled plastic bags and other secondary uses for plastic bags. A levy would discourage the development of markets for recycled materials and biodegradable bags. 

Due to the broad range of uses for plastic bags (especially shopping and use as bin liners), and although difficult to substantiate, the demand for plastic bags is likely to be highly inelastic for a number of consumers.  In that, a levy would not persuade some consumers to alter their behaviour (i.e switch to calico etc), which is the ultimate objective of this levy.  In economic terms, an increase in price will have a small impact on the quantity demanded.

Levies or taxes are perhaps the most powerful means by which governments can influence equity in a society.  As such, the socio-economic impact of a tax must be very carefully considered.  In the case of a shopping bag levy, governments must be aware that it will impact most heavily on families – forcing them to spend a disproportionate level of their disposable income on bags.

Delays would occur at the retail level because of the longer time it will take to pack alternate bags. The ARA estimate that based on an average purchase of ten items, the use of alternative bags will add three to five seconds to each purchase. According to the ARA, this may increase operating costs by over $20 million per year for major retailers, causing price rises to occur.

Perhaps the largest expense that a retailer would incur if a levy were introduced would be the administrative costs associated with the collection and remittance of the revenue. It must be noted that the changes required would be on par with the changes demanded of retailers when the GST was introduced in 2000.  This was a significant expense, especially to the 50,000 smaller retailers in Australia which compete in very competitive markets against larger, and more resourced competitors.

Although not outlined explicitly in the bills themselves, one would assume that their objectives go beyond the issue of litter (the main public impetus for their introduction), and also attempt to address the important issues of resource sustainability and reducing the amount of waste going to landfill.  

‘Eco-efficiency’ is the term commonly used to describe the means by which industry takes active steps to use environmental resources more efficiently in the production process. A very high number of Australian businesses implement eco-efficiency in their day-to-day operations as a means to achieve sound environmental management and overall costs savings.  Australian industry understands that in today’s competitive operating environment where prices are inflexible, cost savings are essential.  As such, there is a very large financial and market based incentive for business to seek improvements.  However, given that:

· The use of plastic bags has become a ‘social standard’;

· Australian manufacturers have capitalised on the demand that exists for them; and

· Technology at this stage does not yet allow for a like product that is both fully recyclable and fully biodegradable

simply attempting to reduce their proliferation via a mandated measure would create a significant sovereign risk for those Australian manufacturers that have acted in ‘good-faith’.  This point illustrates that voluntary, market-based solutions should be employed as a ‘first-best’ approach.  In this case, if the market demands a plastic bag similar to the type demanded today, but in a fully biodegradable and recyclable form, resources will be devoted to new technologies that will enable this demand to be fulfilled.  In the case of a levy, the outcome is likely to be no market impetus to adopt new technologies, and consequently, poor environmental and public policy outcomes.  

Environmental trade-offs associated with a 25c levy on plastic bags

Even if a levy were to reduce the number of bags consumed (ACCI rejects this) it is unlikely that of those bags that go into general distribution that a lower percentage (relative) will go into landfill or end up as litter as a result of a levy. This is because these activities are behavioural based and not correlated to whether there is a higher cost associated with its consumption.

Degradable options like paper are more damaging in landfill than plastic because they give off more methane and carbon dioxide greenhouse gases.  Science would indicate that there is a correlation between these greenhouse gas equivalent gases, an increase in greenhouse concentrations in the atmosphere, and global warming.  Additionally, because paper bags are nowhere near as strong as plastic, people may use two or three bags inside each other for every plastic bag previously used.  The weakness of paper bags also means they cannot generally be reused and will disintegrate if wet, unlike plastic bags.

Finally, there has been no life-cycle analysis of the environmental costs/benefits of alternatives such as calico and paper. In response, ACCI has written to the Federal Treasurer requesting that the Productivity Commission undertake this analysis, as well as seek to quantify the true costs/benefits of all proposed options (including a levy) taking into account the trade-offs discussed in this submission. 

Social trade-offs associated with a 25c levy on plastic bags

Overseas experience demonstrates that shoplifting is a considerable and costly social trade-off associated with the implementation of a levy of plastic shopping bags.  As many shoppers will exit stores with all types of bags or with no bag at all, this will encourage shoplifting.

The introduction of a levy may create a situation where consumers begin to absolve their responsibilities in relation to waste minimisation, litter reduction and recycling.  Past experiences would tell us that when a ‘new’ levy is implemented, those paying expect that other ‘actors’ in receipt of the funds collected will address the issue at play.  

In relation to the objective of The Plastic Bag (Minimisation of Usage) Education Fund Bill 2002, it is perhaps likely that an education campaign will not be effective as consumers will not expect to pay a ‘premium’ and change their behaviour – instead they will rely on others to rectify the issue. 

Conclusion

Outcomes are important.  This simple concept must be kept in mind when debating this issue is what policy option will achieve a reduction in plastic bag landfill and litter, and an increase in recylability in the most cost-effective and efficient manner.  With regard to the above environmental, social and economic trade-offs, it is difficult to understand how its introduction will achieve this. Compounding the costs issue, is the realisation that a levy may or may not reduce the consumption of plastic bags, and if it does, the fact that a levy typically ‘absolves’ people of there responsibilities, may or may not decrease litter or increase the recycling habits of consumers.  
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