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I Executive summary
Australia’s econkEmygmicirdorms sinceathed 980asesialiveraddeaormous
dividends and helped Australia successfully navigate the global financial crisis. Strategitally
geographically positioned for the Asian Cegtukustralia should be the natural destination for
investment and growth. But it is at risk.

Thegreenmovement is a driving forc®r unsustainable economic transformatitirough efforts to
restrict business practices and resurrect the false foundat@mmdrent-seeking that trade
liberalisation removed.

A |l arge component of Australia’s international C
resource extractionandvalue-adding;particularly through cheap electricity. A carbon tax/emissions

trading schem&ETS)s designed to increase the costs of these activities in a foolhardy attempt to

tax into competitiveness industries that are less viable.

Acting as an internal tariffa carbon taxETSs designed to transform the economy by effectively
dumping the principle that heguided our economic development overlast two hundred years
that we should produce goods and services where we are most competitive.

Greengroups are also adopting argtience positionto justify their actions The ecentillegal

attacks on the CSI RO s genetically modified whea
‘“negl i gandcbatséam gas thdt has a dramatically lower carbon footprinhtbeal for the

purposes of electricity generatigexpose theiincreasing loose approach with the truth.

Emboldened by victorieshe greenmovement is not slowing down. They are speeding up.

Thegreenmovement ismow advocating foregulations and restrictions that enable them to capture

and transform primary idustriesDr i ven by s ome areengrdupsinawindgtiee’ s | ar g
World Wildlife Fund anreerpeace the internationalgreenmovement is strongly advocating for

primary industry output to be legally required to be certified agaswgiposedly d e pendent’
certification standards, such as those available through the Forest Stewardship Council and

Roundtable on Sustainable Palm Oil, among others. But considering these schemes are effectively

owned bygreengroupsi t ' s q u e st h ®y’apgedhderit. Asdhaytoutline in their own

reports, their interest is in capturing the supply chafrcommodities and exerdigyinfluence to

transform markets

Recent evidence shows thgteengroups are actively colluding to push businesses into adopting

these standards in a game of ‘ goodplagsolpd d acdomg'opand
pustesbusi ness toward adopting certification standsea
captured industries become beholden to these standadd those pshing it

The'good and'badc ops t hen argue that business has ‘volu
should be required by law through import restrictiof@ecent Australian examples include the

unsuccessfily passed-ood Standards Amendment (Trinh_abelling; Palm Oiland thelllegal

Logging Prohibition Billsvhich is likely tacome into law

The implications for business are clear.
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Busineswvill be burdened with higher costs amelgulations.The cost of imports as business inputs
to keepthem competitive will riseTheir business practices will also be restricted limiting their
capacity to compete in the international marketplace.

The ‘ wi n ngeengroupsiand their atliee Once they have captured industry they will be
able to manipulate certification standards to force industries to heed their agenda and their
interests. Their allies will be able to resgek from an eveincreasing carbon tax/ETS.

Considering the extent to which their interests are advanced the corafugreen groupsshould be
brought into question.

Without the exceptions for environmental groups under thempetitionand Consumer Act 2010

i t ' s fhecemluctbfigreengroupswould breach the exclusive dealing, third line forcing and
secondary boycotprovisions of the ActAs a consequence the breadth of the exceptions given for
permissible environmental boycotts under Section 45DD of the Act should be revieweedure

that EnvironmentalNon-GovernmentQOrganisatiors advancing their professional andnemercial
interests should be held to the same standard as businesses

In the meantime retailers should be particularly concerned because the exceptions that protect
greengroups under the Act do not protect them as well.

If businessegparticularly réailers,work with greengroups to put pressure up the supply chain
industries may be exposed under The Act to provisions relating to abuse of market power. A recent
speech by the éstralianCompetition andConsumerCommissionChairman, Rod Sims,

demonstrdes they are looking for opportunities to exercise their powdrerethis occurs

especially towards retailer®ushing antcompetitive and higher cost messages up the supply chain
could leave them naked and exposed.
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i Abbreviations

ACCC
ACCORD
AUDS
CEFC
CIE
CsG
CSIRO
ENGO
EU
FOE
FSC
GFC
GHG
MP
MSC
Mmsl
MTI
NGO
RSPO
TBT
UNFCCC
uUs
WTO
wuw!

WWF

Australian Competition and Consumer Commission
Australian Centre Goperative Research aridevelopment

Australian dollar

Clean Energy Finance Corporation

Centre for International Economics

Coalseam gas

Commonwealth Science amadustrial Research Organigan

Environmental norgovernment organisation

European Union

Friends of the Earth

Forest Stewardship Council

Global financial crisis

Greerhouse gases

Member of Parliament

Marine Stewardship Council

Multi-Stakeholder Initiative

Market transformation iitiative

Non-government organisation

Roundtable on Sustainable Palm Oil

Agreement on Technical Barriers to Trade

United Nations Framework Convention on Climate Change

United States

World Trade Organisation

WakeUp Woolworths!

World Wildlife Fund
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Despite sailing through the global financial cr{€& Cjelatively unscathed, Australia faces
significant economic challenges. A highlued dollaland business input castglobally
disproportionately high labour costs, decreased demand for ourmoreral exports and structural
economic reform are placing pressure Aru s t rcampeétitivinass.Once global economic
conditions stabilisendt her e’ s a d e wltaghere may becan incoeése ih demand for
Au s t r a lminaral exportgbut that will rely on keeping imports as inputs competitive

As a recent report commissioned by the Australian Food and Grocery Council outlined, food
manufacturing is facing perfect storm of market and government riskEhese risks include r i si n g
costs of wages, water and energy, the high Australian dollar making imported products cheaper,

near recorchigh global commodity pricess ugar , dairy, cocondincreasing seeds
gover nme nt *Notehgtdobdaranufaaturing is alone. Similar competitive pressure is being

felt through the entire manufacturing sector, as well as in agriculture and some service sectors that

are internationally exposed, such astsm.

The irony is that Austr al i @FGhoule havenpoowdedther esi | i enc
foundations for an expansive econonfysia succeeded in surviving the GFC in a similarly strong

position and remains the centre of economic developmeistng living standards and increased

consumption, as well as the source of significant manufacturing for the developed world. Geographic
proximity to the region is particularly advantageous to a country like Australia that can supply these

growing marketsith the goods and services they demand.

The point was made recently duriagspeech to Asialinky the Prime MinisterJulia GillardShe
outlined the economic opportunities for Australia in this dynamic economic region stating:

Whe Asian century lsgbegun and my Government is leading Australia through its challenges
and towards its opportunities now. Investments and reforms to keep the whole economy
strong. Easing patchwork pressures, creating jobs and spreading opportunity, So no person
and no plae is left behind. And pursuing our interests in the world. That means maintaining
economic openness. The key to growth in the region and jobs at ameking in the G20

to deal with structural imbalances, at APEC to open the region as a whole, alcagseee
Trade Agreements agenda to deepen coutdrgountry economic tie®

As a consequendbe Australia in the Asian Centuvyhite Papemwas commissioned to look
specifically at the role and opportunities for Australiae Prime Minister correctly dlines the
importancefor Australia to remain an open and dynamic economy. But it cannot rest on its laurels.

A similar sentiment was outlined by the head of the Australian Chamber of Commerce and Industry,
Peter Anderson, recently in a speech to thestfalian Centre Co-operativeResearch and
Development(ACCORMNational Conference:

WhdzNJ AYYSRAIFGS OKIFftSy3aS Ay 1dzad0dNIfAFY AYRSSH
competitive economies that not just emerge strongly from the global financiallmisis

'AT Kearney. dRB81lty Q202a0Crossroads Report”, Report, A
November 1 ahttp://www.afgc.org.au/mediareleases/108-food-and-groceryreformsvital-for-industry-at-
a-crossroadshtml.

’Gillard, J. 2011. “Speech to the Asialink and Asia S
Minister and Cabinet, Commonwealth of Australiah#p://www.pm.gov.au/pressoffice/speechasialink
and-asiasocietylunchrmelbourne
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actually create a dynamic for global growth and investment. The Asian century, as some call
it. This challenge occurs in the batrop of a global financial crisis not three years old, which

is still having ripple effects on global demand and conideand where sovereign debt in
Europe risks beingwhat SWINRA YS 46+ & AY Hnny Qo

Australia is clearly reaping a dividend in minerals exports. But other sectors are not enjoying the
sameboom. The government needs to engage in economic reform that inceegs@stment and
makes Australia a more attractive destination for capitala recent speech in Tokyo the Prime
Minister outlinedthis point

We¢2 1SSLI RNAGAY3TI (GKAa INBoglOGK ¢S ySSR (2 02y,
investment, lowering tafis and tackling behind the border barriers. And, at home,

ldzZAGNF E AL Qa 26y O2YLISGAGAGSYySaa Ay GKAa Yz2ai
ongoing and ambitious economic reforms to keep our economy flexible and to raise our

productivity. As onef very few countries in the world to avoid recession during the global

financial crisis, the Australian government well understands the need for continuous reform if
economies are to grow and remain competitive. The resilience of the Australian economy

through the crisis was due to 25 years of challenging economic reforms. But we cannot

afford to rest on our laurels. To ensure our future competitiveness, further reform is

necessary.

To date Australia hdseen headingn the reverse direction. f\pricegise and political attitudes

favour heavier regulation justified on economic, social and environmental groAuodsralia has

gone from a potential safe haven to a major centre of risk. Some risks are based on market
situations that cannot be mitigated arwhn only be responded to. But Australia is also becoming an
unnecessary centre of sovereign risk despite our long history of stable and secure property rights,
predictable courts andtablegovernment.

Australia now faces economic threats as an unstabtenomy driven by bad government polityat
is underminingnvestment and confidencthat createsunpredictable market conditions. As Shadow
Minister for Finance and Deregulation, Andrew Robb MP, outlinddhénAustraliarearlier this year

there are nownumerous examples includingthe ar bon t ax, the mining tax
and our complex tax system .. the snap ban on | iv
Broadband Network policy [which] hassulted in the renationalisation of outelecommunications

sector .. *government reneging+ on deals wunder t#h

refusal to sell uranium to India, seriounslustrial relations problems, the preparedness to set

mandatory betting limits on pokie machines support for opport@nity stif
There’'s also the theft of established property r
legislative limitations on the exploration for cesdam gas (CSG). The list goes on.

As a consegence, Australia is squandering its economic opportunity.

!Anderson, P. 2011. “RBpliedi exotnomygéal Swietelt fatiohal dtidw e s s
Conference, Australian Chamber of Commerce and Industry, October 28, at
http://acci.asn.au/getattachment/eb038bbeafc4659a6bde339d7b8b805/(201110)PeterAnderson
Addressto-ACCORIDlationa.aspx

‘Gillard, J. 2011. “Keynote address to the Japan Nati
and Cabinet, Commonwealth of Australia April 22htb://www.pm.gov.au/pressoffice/keynoteaddress
japannationakpressclub-tokyo.

Robb, A. 2011. “Labor a risk Wes”camht @&Afufserclasninve
http://www.theaustralian.com.au/business/opinion/labea-risk-we-cant-afford-asinvestorsheadfor-the-
hills/story-e6frg9if1226088406143
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2.0 Green: The colour of wealth destruction

While government can influence international market conditions at the periphery, thesnare

likely to influencehe domestic market within their sphe of influence. Angjovernment policy ia

major factori nf | uenci ng Aust r alButdhe sostsignificaot drivieg fouce c er t ai nt
behind policies creating these risks is tentemporarygreenmovement.

The most obvious influence over thel&idl government results from the power sharing

arrangement they have with the Australi@reers in both the House of Representatives and the

Senate. Placed in positions of the balance of power (Senate) and sharing the balance of power

(House of Representaks) they are exercising a disproportion&téluenceover the Australian

political system. The pointwas madeHret er Ander son’s same speech to
Conference mentioned earlier

W ¢ JASstralian]Greers are not a balance of power pattyat sits between Labor and the
Coalition as some moderating force. | make no judgement about their people, but they are a
party of the left pushing, as we have seen with the tax debate, a heavy agenda of wealth
redistribution. Democrat founder Don Chiiamously told voters to put the Democrats in the
{SYyl(iS 6ljd2GS0 a2 1SSL) GKS o6lFadGFNRa K2ySaidé
government introduce a carbon tax when she promised not to do spitistralian]Greers
are seen (at least by moist the business community) to have done the very opposite, to
have forcedthes® f f SR aol &G NR&aé¢ (2 06S°RAaK2ySadGsz G2
The AustralianGreers and their allies outside the Parliament have been successful. The modern
greenmovement hasvecome a significant force seeking to regulate, tax and hamstring market
economies to drive transformational change, manage resource access and supply chains.

The impact of thAustralianGreers andgreengroups can be found in the mining and forestry

sectors where they want increasingly stricter re
resources. Thelgave a long history afampaiginga g ai nst Australia’s extract
They’re now r unn iagafnstthe extiactioof CSG thowghopt Austgalia,

especially where it is in close contact with agriculture ldndx recent mediarepojt gas i ndustry

veteran Rick Wil ki ns o@3Gs @boat iherAudtraltarizaeers pudhieg at t ac k s
their "agenda’

Directly, the agenda of the Australia@reerslimits the potential of private property owners and the

States to take advantage of their resourckslirectly, they creat@n unstable economic

environment to attract investment damaging the mining industry more dipaas well as general

economic perceptions of Australia. Similarly these campaigns exacerbate costs and delay times for

i nvestments reducing Aust r alwhik comncurcentlynlpagingi t i veness
business with costs that have to begsad onto consumers at higher prices.

The impact on consumersagsoquite clear As higher environmental standards are imposeasts

for businesses risendare passed onto consumerBhe price of almost all domestically produced

goods and services Iviise.The leverage thé@ustralianGreers and their allies have extracted from

the minority government is the introduction of t
which will hit hundreds of large producensll increase costs that will beagsed onto consumers.

® Anderson. 2011.

"BurreGréders AMehind hostility, says gas industry veteran
http://www.theaustralian.com.au/business/miningnergy/Greers-behind-hostility-saysgasindustry-veteran
rick-wilkinson/storye6frqg9df122618402280.
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The impact fotrade-exposed industries is that their products will carry additional costhe
international marketplace making thelass competitive

And with the rate of the tax increasing annually during its fixed price p{2d2—2015) and
floating price phase (beyond 2015) through an emissions trading sc{iEn&osts for consumers
will continue to rise Traditionally taxes are designed as a flat tatereflect the percentage of a
value of a good or serviteThe ideaf introducing an eveincreasing tax that is designed to
increase over time across the entire economy is a radical proposition.

Even the use of the word t ax is misleading. A
economic tariff designedtcreate false foundations for uncompetitive industries to compete

against viableompetitivealternatives. In the electricity sector it is designed to make coal fire

powered electricity artificially more expensive against solar, wind and eveasgssures of fuel As

a consequence it is in the interests of those sectors to increase the tax rate as fast as possible to

ensure that their form of electricity generation becomes competitive. Considering technologies such

as gas and some wind does not becommpetitive until the carbon tax grows from its $23 p/t £O

to above$100p/t CO... the opportunity for rentseeking is considerabfé.

The shadow price of heavy regulation needs to be factored. Australia already carries significant
carbon taxrelated regilatory costs through the imposition of the Natior@ateernouse and Energy
Reporting Scheme. Thougat costwill be dwarfed by the imposition of a direct carbon tax.

What is often forgaen in imposing environmental regulation is that every regulati@signed to
achieve an alternate political objective has an economic profile. And the emergence of less
transparent policy instruments to address environmental challenges is being added onto the cost of
locally produced and imported goods and servicesifimestic consumption, as well as exports.

Independent South Australian Senatiick Xenophoh ecently defeated Billo compulsorily label

palm oil from other internationally accepted (for labelling purposes) vegetable oils is a case in point.
Motivated by rallying support from environmentaliyotivated consumers off the back of private

and taxpayeffunded campaignagainsttheoifl t he Bi |l |l ' s i ntent was to fo
force manufacturers to change ingredients and drive change up theysappin.

The Bill that nearly passed the House of Representatives and the Senate, despite scant evidence of
an underlying problem or the proposed solutions efficacy, ultimately failed because the Opposition
recognised it would breach international traddes. But it should have failed because of the
aforementioned reasons, as well as the cost it would have imposed.

Palm oil is only one of a number of o0ils avail akt
because it is the cheap to produbecause of ithigh yield and thereforeit has alower overall

environmental footprintcompared to other competitive oilsShould manufacturers have switched

to alternate oils their costs would have increaseith estimates averaging around 20 per céht.

But there would also have been environmental costs because lesser yielding oils have a larger
environmentalfootprint.

8Oneofflevy.
° Ad valorem tariff or goods and services tax.
“The Treasury. 2011. “Strong Growth, Low Pollution: N

Australia, ahttp://www.theaustralian.com.au/business/miningnergy/Greers-behindhostility-saysgas
industryveteranrick-wilkinson/storye6frg9d£1226184022300

Ywilson, T 2011. =« Upward pressure: The cost of politicall
Affairs, June, dtttp://sustainabledev.org/wpcontent/uploads/2011/06/UpwardPressure.pdf
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That policy pushed bygreengroups could result in more environmentally damaging outcomes
demonstrates the absurdity of their agenda.tBuith a thorough analysis of theeeenmo v e ment ' s
contemporary agenda it should not come as a surprise. Their intent is not to tweak at the edges.
Their agenda is to capture and control markets.
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3.0 Radical restructuring of the economy

At the heart ofthe push bygreengroups ighe desireto radically change economies. Since the
industrial revolution, excluding brief interludes between the 1930s and 70s, countries have
economically developed based on the theory of comparative advantage. The Rictethay i
based on the ideal that countries have natural endowments related to their unique situations
creating a imbalancedplaying fieldthat rewards specialisation. Comparative advantage is
designed on the ideal that countries should focus on thosaswhere they are most competitive
and tradefor the goods and serviceghere they are noto increase their own economic welfare, as
well as that of other nation8By adopting comparative advantageuntries maximise the use of
their scarce resources reking from efficiency gains, whidan also have lower environmental
footprint because fewer resources are used to produce more

Over the past two hundred years those countries that have adopted comparative advantage,
through a liberal, markebased e€onomy,are nowthose that we consider developedhosethat did
not are still developing?Wh at ' s c | éawishlist bfithe greers movement is that central to
their economic strategy is abandoning comparative advantage in favaureafing artifcial
restrictions and foundations for the economy throulgigher costandpotentially more
environmentally damaging alternative economic models.

3.1  Junking! O O O O &dmpakativ® advantage through a carbon tax

In the lead up to the 2007 Federal Eleatthe then Kevin Rudkd Labor Opposition identified

climate change as a key policy differentiator with the government led by Prime Minister John
Howard. In particular the Howard government refused to ratify the signed 1997 Kyoto Protocol that
committed developed countries to cap theireenhouse gas emissions at 1990 levels and then
progressively decrease them.

On winning government the first act of the new Prime Minister was to ratify the Kyoto Protocol
during the 2007 Bali United Nations Frameworkgmtion on Climate Chand&/NFCCC)
Conference TheRuddgovernmentthen progressedlansfor the implementation of aarbon price
through an ETS

Shortly before the Copenhagen UNF@&D@mitbipartisan support was lost for the introduction of

an ETS redting in the government eventually delaying consideration of its implementation to 2013.

At the 2010 Federal Election then recently appointed Prime Minister, Julia Gillard, famously stated

that," t her e wi | | be no car boTheltiabxe ruanld/eNa tai ognoavle r Chomeel r
hostility towards an equivalent measure was well known.

Following the hung Parliament at the 2010 election both the government and opposition lacked
sufficient members in the House of Representatives to command a majodtgetsure government.

As the opposition negotiated with various independents the government made an early move to
successfully negotiate with the Australi@mneers, and secured their support for government.

A key provi si onnegdiatiansiosecgemthesuppmorhe thaustralianGreers

included the principle of “pithlspgedficmlicy: whi ch addr es
“DeSoto, H. 2003. “The Mystery of Capital: Why capita
Basic Books, New York, United states of America.

B AustralianGreers . 201 0. “ Greees & Ahe Australiah Lahéna r t y (' FAgr Pamened; )

Agreement, ahttp:// Greers.org.au/sitesGreers.org.au/files/Final%20Agreement%20 ALP_GRNS.pdf
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WeKFG !dzAGNI AL Ydzald GFO1tS OfAYIFGS OKIFy3aS |
require a price on carborlherefore the Parties agree to form a well resourced Climate

Change Committee which encompasses experts and representatijdddiRlian|Greers,

independent and Coalition parliamentarians who are committed to tackling climate change

and who acknowlegle that reducing carbon pollution by 2020 will require a carbon

price. The Committee will beesourced like a Cabinet Committdée Parties will, by the end

2F {SLIWSYOSNI unmnx FAYyFEfAAS GKS adNIZOGdNB>Z Y

The podion of the AustraliarGreers should hardly have come as a surprise. Their election policy
documents outlined principlesthat c 1 i mat e change poses the greates
hi story and requires ur ge nwithAustralia)ideallymplacedtoleach | an d
the world in this challenge and tHAustralian]Greers ar e commi tted to ustr al
Those principles were supported with clear goals that Australa ¢ h i e v greenheuse gase r 0
emissions as saoas is feasible and no later than 2050 with a minimum of 40 per cent reduction on

1990 levels by 2020 ac hi eved t hr o u,§$ablisipng]bindingenationalremissiord i n g
targets for 2012, 2020 and 2050 supported by a detailed strategy to eselonissions from the

energy, transport, industry, waste and land management sectdiand] driv[ing] the equitable

transition to a low carbon economy through a range of matk@&ted and regulatory mechanisms

reflecting the real costs afeerhouse gas missions'®

By becoming a signatory to this agreement the government brokeiiso ¢ a relectiom t a x ’
promise to the publicA Multi-PartyCommission on Climate Change was formed with
representatives from the government, thustralianGreers andindependent Members of

Parliament to negotiate the introduction of an initial fixed priced carbon tax that would be replaced
with a floating carbon price through an ETS.

But the AustraliarGreers also enjoyed the support of a numberEXIGOshat have strategially
sought to influence public debate in support of the introduction of a carbonTarse groups
includethe Australian Conservation Foundation, Australian Youth Climate Coalition, the Climate
Action Network Australia, Environment Victoria, Getlpieenpeace, the Climate Institute and the
World Wildlife FundWWF), with the support of the Australian Council of Trade Unibns.

In addition b the carbon tax the Australig@reers extracted a number of concessions including a
higherthan-intended initialcarbon tax rate of $2p/t COs.., when the government had preferred a

price at only $20 p/t CQ. Of moresignificance, the Australia@reers negotiatedAUD$10 billiorfor

a Clean Energl¢inanceCorporation(CEFCAccording to the government, theEFC i,
‘“commercially orientated *agency+ .. established
investments in clean energy through loans, loan guarantees and equity investments. Investments

will focus on renewable energy, energy efficiency and low emissiahsitdogies and the

transformation of existing manufacturing businesses téaeus on meeting demand for inputs for

these ¥ectors’

14 .
Ibid.
Y AustralianGreers . 201 1. “ Cl i mat e Ch ahttm/e€Greamodg.afpoleiesicintate Po | i ¢ Yy,
changeand-energy/climatechangeand-energy
16 |4
Ibid.
" Australian Conserat i on Foundation. 2011. “Say Yes to cutting

http://www.acfonline.org.au/articles/news.asp?news_id=3481
18Depar t ment of Climate ChREdng€ommmdbbiweal RneWwaRrustemeéi @
http://www.cleanenergyfuture.gov.au/cleaenergyfuture/renewableenergy/.
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What both the carbon tax/ETS and the CEFC will result in iseeking As former Keating
government Minister, Gary JoBnargued recently looking at the practical applicatiomefitutions
like theCEFC on an international scale:

WGKS LINAOS 2F LI dzAS OFNRBY OftAYF(GS OKFy3asS |
NE3Jdz F A2y X dzy RSNJ { Keft PriodrayhyFiSaNde thifiativié Gl8bal! b Sy O A |
Roundtable they want to direct good money into bad investments under the guide of
adzadlrAylroAtAide X ¢KSe ¢glyid (2 aY20AtAasS AygdS:
sectors into the clean energy sector, reneweadmhergygreenbuildings and retrofitting,

Ot Sy @OSKAOtS& IyR ®HdzStaé¢ad , 2dz oAttt LI & F2NI i

The same principles apply locally.

The theorysupportingcarbon trading is that a cap is placedgreerhouse gas emissions (GHG) and
permits are issued radtting the volume of emissions allowed. Progressively over time government
reduces the available permits increasing their price which incentivises emissions reduction and
penalises those that do not take actiddltimately while innovation will play a part suppressing

the price of a floating price carbon tax, it will be the extent to which government removes permits
from the scheme that will primarily dictate price.

But for Australia emissions are predominantly sourced from stationary and transpogablgy

through the burning of transport fuels and minerals, particularly brown and black coal. Coal is used
as the basis for providing baseload electricity supply because it is the cheapest, and most abundant,
resource available to be converted to progidaseload energy.

Considering a significant component of Australia
resources and the burning of fossil fuels for cheap energy a carbon tax is literally a rejection of the

theory of comparative advantagedhcountries should specialise in industries where they are most
competitive.
Australia’'s comparative advantage in tShomgge sect o
Growth, Low Pollutioeconomic modellingThe modelling assumdisat half ofall permits traded

into an Australian ETS will come from overdeasause it will be cheaper to purchase overseas

permits than emissions reductions in Austrafia

Under the negotiated carbon tax/ETS the total number of foreign permits allowed to bedtiatie

the scheme is half, and it is likely those full options will be taken. The reason is simple. It will always
be cheaper to cut emissions oversdseore doing so iustralia. International carbon trading is

built on the assumption that emissions naction will occur where it is cheapest first, and most
expensive last. Australia is in the latter categegause of the price gap between coal and the next
viable stationary energy alternativegas.Had the carbon tax/ETS allowed a higher percentage of
foreign permits it is very likely that quota would have been filled.

The point of the carbon tax is to tax coal out of competitiveness against more expensive alternatives,
such as wind and solar technologies that could require a carbon taXedsi$70 p/t CQ.to

become competitive and viabl&ven gas as a transitional fuel away from coal requires a carbon

price ofaround AUB40 p/t CQ.- AUD$70 p/t CQ.. Therefore businesses that want to expand

YJohn, Goreergapifalists hijdck carbonagendand we wi |l end up paying”, TI
27, athttp://www.theaustralian.com.ai/national-affairs/opinion/green-capitalistshijackcarbonagendaand
we-will-end-up-paying/storye6frqd0x1226177734981

“The Treasury. 2011.
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their commercial operations off the back of alsan tax wil need to advocate stronghpr
increasingts rates to make their investments viable.

A carbon tax essentially operates as a form of internal tariff creating false foundations for select
industries securing a false comparative advantage ag#ieir competitors. Experience from the
imposition of tariffs through border taxes shows that industries that benefit from the regime both
advocate for the rate to increase to protect their interests at the expense of consumers, and fight
vigorously to @fend their protection. There is no reason to believe the same situation will not occur
with an internal carbon tariff. Even before the final passage of the legis|dtiose who would

benefit have attacked opponents of the scheme who would seekltdack thelegislation*

The CEFiS a complimentary measure designtedsupport a carbon takecause iwill not increase

sufficiently to drive the transformation change the government desiBag itwill also be an

opportunity for rentseeking. The wholpurpose of the CEFC is to provide financial support for

industries that cannot attract sufficient capital in the marketplace and instead rely on government to

make their business viablRequiring public financing begs the question of whether they shioaild

funded in the first place as the government i s U
sector has already decided they are ‘losers’ . Wr
an equivalentUSgovernment loan guarantee to solar cpany Solyndrais that government will

provide financial assistance to prospective, but ultimately unviable businésgesh itsbusiness

risk onto the taxpayer through loan facilities. Coupled vaittarbontax many companies that

benefit from the schera may attract commercial dividends, but it will almost exclusively catme

the expense of the taxpayer and consumers

The economic impact of both of these schemes is considerable. For consumers the cost of a carbon
tax will directly be passed on throudjigher pricedecause energy from coal is a significant input.

Even whena carbon tax/ETS taxesalout of competitiveness the costill remain asonsumerswill

be required to pay higher prices for the technologies that are eventually taxed into coipeéss.

Yet so long asther countries danot imposea similar carbon price Australiamonsumerswill suffer

under higher priceand cost of living pressures

There is significant debate about whehndiler t he r €
state of development of equivalent schemes overseas. Currently the European Union (EU) has a

sectoral ETS, there are Stdiased ETSis the USand New Zealand has a modest scheme. Most

other countries are understandably waiting for the succességiotiation of a new international

agreement that succeeds the expiring Kyoto Proté€bkfore progressingrurthermore recently

the EUwasreported to be considering watering down their ETS and the New Zealand government

has received an Independent reponaking similar recommendations.

The prospects for a new international agreement to succeed Kyoto also remain slim. A recent study

by the Wor |l dindheeJhitinsludi@gtheip 2018taté and Trends diie Global Carbon

Market report found tha around only 20 per cent of international carbontrader® r e “ opt i mi st i
there would bea new international agreemerstuccessfullyiegotiatedafter 20202

“Maher, S. “Tony Abbotts warning wi | | hi ke prices’,
http://www.theaustralian.com.au/nationahffairs/carbonplan/tony-abbottswarningwill-hike-prices/story
fn99tjf2-1226169179223

*The Kyoto Protocads set to expire on 31 December 2012.

®Linacre, N., Kossoy, A. & Ambrosi, P. 2011. “State a
Finance Unit, World Bank, Washington DC, at
http://siteresources.worldbank.org/INTCARBONFINANCE/Resources/State_and_Trends_Updated June 2011.

pdf.
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In the meantime the political viability of increasing the carbon tax rate to drive transfoomedti
change to the economy will decrease while other countries do not take equivalent action.

Additionally the claimed benefit gednj obhe’ i wilklbduc
emer gegeeniamu‘'st ri es’ t o r-enutlingindestrieshTdhe peoblénoistiiat i n hi |
mo sgteenf obs’ t o make solar PV cells and wind turbi
manufacturing sector and still require base manufacturing materials such as steel and concrete. For
acountrylikkAustralia who’'s manufacturing sector alrea
survives off cheap energy, the imposition of an electrifitsused carbon tax will make most of

t hegeenj ‘obs’ uncompetitive as well

Similarly wheregreenjobs haveexisted they have survived off the back of huge subsidies, such as in
Spain where a 2009 geanjdgbfoounedatbdadti f ocameeat t h
sustainable jobs in the real econorfy.

Ultimately the imposition of a carbon tAXT Sand other governmenisponsored regulations and
financing mechanisms will result in misdirected capital in the Austraianamy and harm job
creation. Off the back of significant direct and indirect subsidies the cost will be felt by consumers,
but alsoby export-orientated industries that will take on additional costs and be less competitive in
the international marketplace.

3.2  Controlling supply chains

Another key threat to the Australian economy, as well as the economies of our trading partners, is
the emerging risk frongreengroups capturing supply chains.

Certifications schemes are designed to use the power of the market to embody in a certification
mark certain values about the production of the product to consumers. To secure certification,
products need to meet certain environmental, social or economic standards in their production, and
not be mixed with products through their supply chain asythgake their way to consumers.

Perhaps the best known s che méonmakthstavas esfablished aar ' s
principally to certify the ppduction standards of coffe@.he principle has since been adopted by

other ENGOs who have identified other environmental, social or economic concerns about the

production or extraction of commodés that are used in retail products.

In particular ENGOsueh as theVWF andGreerpeace, have been significant supporters and
advocates for the establishment of certification schemes marked against thelirareasing
standards of environmental manament.

Considering WWF's contribution in a mix of found
schemes, it is unsurprising that they’ ve contintu
the banner of MultiStakeholder Sustainabilitpitiatives (MSIs) certification schemes are designed
to,'transform business practices ... for a given sector or praduct

Al varez, G. C., Jara, R. M., Julian, JmenRofpuiic & Bi el
aid to renewable energy sources”, Uni versidad Rey Jua
http://www.juandemariana.org/pdf/090327mploymentpublicaid-renewable.pdf

®World Wi |l dlife Fund. 2010. “Certificati on-stakehdlder oundt ab
sustainabi | it ittp:i/assets.pardd.org/devenfbads/wd nsireview sept 2010 lowres.pdf
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The extent of the influence of environmentaNGG@ should not be underestimated. The major
certification schemes that the WWF ctes specific credit for include the Forest Stewardship Council
(FSC), the Marine Stewardship Council (MSC) and the Roundtable on Sustainable Palm Qil (RSPO).
Similarly, dialogues on a pathway toward possible evolution to formal certification standardseinclu
the Better Cotton Initiative, the Better Sugarcane Initiative, the Roundtable on Responsible Soy, the
Roundtable on Sustainable Higels and the Aquaculture Dialogues with its Aquaculture

Stewardship Council, as well as a new possible roundtable difbee

However, at different stages the level of influence to achieve compliance with the objectives of

ENGO' s standards varies. Attempting to convince
influencing producers which will ultimately resulbfn successfully getting consumers to demand

change. In response, WWF has developed its Market Transformation Initiative (MTI), which seeks to
target products through the supply chain.

By targeting the supply chaiextractdvslofl comnmeditiest butf ust t a
also those who participate in the supply chain, notably financial institutions, as well as governments

who can establish import and export requirememss WWF’' s own assessment i de
300 and 500 companies cant 70 per cenmore of the trade in each of 15 commodities that
*they ve+ identified as having the biggest envir

companies control 25 per cent of the trade of all commodities ... affecting around 50 ipeofcal|
produt€tion’

The intended i mpact is also outlined in descriapt
particular, they identify that'the key levers for change are major companies, their supply chains and
the key correspondingindut r i es t hat connect ®producers with coc

The objective of the MTlistoensytfeac cept abl e standards are met by
purchases of WWF priority commodities sources from WWF priority places ... and acceptable
standardsaremetbsnor e t han 25% of gl obal p’Theddiimtoncob o f WW
‘acceptabl e’ and ‘ pri or i,howeverlitésceassrableitcsassonwetthats peci f
it is based around the MTI s’ @hdprdsaridicertificationt o dev el
schemes through multakeholders initiatives (Dialogues, Roundtables) ... and increase in supply

and purchase of® certified products’

3.2.1 [In]voluntary certification schemes
While MSiIs and certification schemes were desibpneas * vol unt ar vy’ mar ket ins

clearthat, that is not the intent. According to its September 2010 MSI review, through the
i mpl ementation of ‘voluntary’ certification st an

®World WildlifeSFakehoPd&0bs ENMghgement”, at
http://wwf.panda.org/what_we _do/how_we_work/businesses/transforming_markets/solutions/methodology
/multi_stakeholders!/

27Clay, J. 2010. “Transforming Markets”, World Wildlif
“Tunza’”, O chittp/fnew.unep.prd/ddf/Turea 8.3 Eng.pdf

®eKORN/ FERRY. 2011. “Opportunities: Director, Market
https://www.ekornferry.com/library/Process.asp?P=0pportunity&S=TI212

®World Wildlife Fund. 2009. “Leader Market Transfor ma
http://wwf.panda.org/who_we _are/jobs/?uNewsID=16278

OWorld Wildlife Fund. 2011. “The WWF way to transforn

http://wwf.panda.org/what we do/how_we_work/businessesansforming_markets/solutions/methodology
L.
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islimtedbyte essentially ‘ vol unrepartrcgntludedahatompmentdryn r es p o
measures \&re required including

1. W¢2 AYONBFAaS a{L dzLJil 1Sz 328SNYyYSyida | yR Ay
producer countries should establish complementaeghanisms to create an enabling
environment. Such mechanisms could include national legislation, public procurement
policies, tax incentives and tax relief, and stgptgrants. Financial institutions also have
an important role to play to support and dpia MSls.

2. There is a need to explore norarket based mechanisms that can drive better
management practices for domestic production (eg. regulatory waivers in exchange for
OSNIATFTXOLIGAZ2Y 0D DQ

These recommendations are now being put into practice, turnaigntary market schemes into
involuntary ones. WWF's MTI strategy also outlin
useful, they are only one phase in an overall strategy, and that the next step is to transfer the

objectives of certification it measurable standards. What is clear is that the MTI comfortably

creates a framework for moving the *“voluntary’
compulsory application onto products.

The intent of the strategy to influence and control supgiyins was outlined in a strategy

document from October 201%.According to the same strategy, WWF gloats that in response to the
guestion whether ‘government regulation *is+ the
*and they ee+up.stahndadgyssthat gover  ments are u

Further, WWF also poses the question about whether there will be a time when consumers will not
have a choice between products that do and do not meet their standards arguidAdo s ol.ut el vy
[and] at some point in the neso-distant future, this needs to be regulated by governments, not
[ENGG 3 .

“World Wildlife Fund. 2010. “Certificat i -stakehalded roundt
sustainabi | it yhttg:/assetsipandaion/dosvriloads/pnf 3nsiredetv sept 2010 lowres.pdf
32
Clay. 2010.
*bid.
* Ibid.
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4.0 Targeting markets in practice: Recent Australian examples

Recent evidence from Australia shows that ENGOs who are seeking to use tbedandatorily

i mpose ‘voluntary’ certificati on FoagSiandardsment s ar
Amendment (Truth in LabelligPalm Qil) Bihnd thelllegal Logging Prohibition Bi&imilarly,

where ENGOs are not capable of successhultligyling for government to restrict business practices

they break the law to achieve their objectives.

4.1  Targeting retailers

To transform markets in practice, tlggeenmovementhave been acting in a very coordinated
manner.While past effortstoallegg t hat the intent of ENGO’'s infl ue
to move them from voluntary to compul sory scheme
dots’, it is now clear t ha*Arécentlyipsblisiped bookyeyf sy st en
personnel within the environmental movement is shedding light on how it fits within a broader

strategy to force change in business behaviour through working with other ENGOs, such as

Greerpeace.

In Good Cop/Bad Cop: Environmental ENGOs and thaie§es toward Businesmajor ENGOs

outline their specific strategies to target the business communityiamd t hi s autuseor’' s opi
the environmental equivalent of blackmaiteenmail, to force business to adopt their standards,
particularybyus ng t he book’s namesake strategy of Good

In the chapter on his employeGreerp e ace’ s Research Director, Kert
Greerpeace plays identifying:

WY1 O02 NRA Y 3 GreepdiBelsiafi\ulichnvershitBng with pdemat

companies it has targeted, corporations may have a greater fear @iteftJS I 0S5 Qa 8
campaigns than those of other organisations because of the strong connotations of
GreenJSI 0SQ& 6N} YRODQ

He also outlines hovreerpeace leverages this advantageppy ayi ng ‘ Bad Cop’' to f ¢
action, outliningthat* NGOs can often be more effective by in
benef i t Greepedca that rheans:

WBreemeace is willing to play the role of good cop or bad cop in partnersttip w
organisations. Its reputation for radical actions positions it particularly well to play
the bad cop that can drive organisations to partner with groups that seem more
middleoftheeNR R Ay #NASY (il GA2YyQd

Another chapter gives a clear indication oétpossible double act being played by WWF with
Greerpeace.

In his chapter on the WWF, the Senior Program Officer for their Business and Industry Program,
Matthew C. Banks outlines the deliberate strated
and focugson agriculture, climate change, fishing, forests, international finance and the wildlife

®World GrowteanRi 8R18nd“ Red | nk: WWF ' GseenlssueséPaper,Idsie Fr ee E
VII, p9, ahttp://www.worldgrowth.org/assets/files/WG GreerPaperWWF.PDF

®Davi es, Gierp e2a0cled”., “in Lyon. T. P. *Ed+ 2010, “Good Co
Strategies towards®ii ness” , Resources for the Future Press, Was
AT
Ibid.
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trade. They achieve this throughtiet acti ¢ ... *of + target*ing+ <co0mj
impacts on the places and threats that are most critioa living planet ... by identif[ying] a joint

body of work with a company and signs a memorandum of understanding (MOU) reflecting both the
company’s and commi tAmeshousdthe'ou mudmmdn goad e 'wher e
commitments have not been meaifise], WWF has expelled a company from its programs and
publicly sha¥ed its concerns’

A Good Cop/Bad Cop strategy is based around two ENGOs working together to secure businesses to
adopt obligations. In short, an activist ENGO targets a businessh@eenvironmental, social or
economic record. Another middief-the-r oad ENGO establishes a
that, if adopted, would address these concerns and remove thieisrit of the activist ENG®\/hile
a clever strategy, if as exgt as it appears to be written, it raises questions about whether these
environmental groupsnay be colluding to the point of warranting questions of extortion.

For business, there is a cost for developing a relationship with ENGOs like WWF-. If fitey ado

WWF' s standards they are essentially |l ocked in a
certification standards can increase over time adding further costs that businesses have to absorb.

vol unt

These tactics now appear to be quite nakedly being repatedustralia.

In 2010 the Markets for Change (MFC) NGO was founded, and is now operating on a-&t&nal

to target the timber industryn an attemptto expose 'the companies and products driving

environmental destruction, creating the impetus fetailers to adopt environmentally and socially
responsi ble procurement policies to felp create

Unsurprisingly, MFC’'s acti viBNGOs, s particutar WWFandl v i nt @
Greerpeace. Espéally since employees of MFC have worked Wt Os in the past, including
Greerpeace and Friends of the Earth. Similar experience exists at the MFC Boafd level.

To date, MFC’s most high profile targaevey has beer
Norman, as part of iteoHarveyna@ampaign. TheoHarveynacampaign targeted the retailer for

sourcing furniture with wood products sourced framative Australian forests that are processed in

Chinaand remportedback f or commertc¢cioaml d$a@dlre  HaTlwey’' sNolruwman
products that have components that come from k®@ified sourced?

In particular, MFC argues that retailers should introduce procurement policies that require products
with wood components to be FS@rtified, withappropriate labelling standards for products. For
consumers the solution is to demand retailers have procurement policies that require FSC
certification and labelling through lobbying and purchasing decisions.

Not that MFC is alondn 2008 a group callewake Up Woolworths! (WUW!) targeted the
supermarket retaileto stop using imported toilet paper produssourced from Indonesia in its
private label Select on environmental grounds. In substantiating their arguments the WUW!
campaign drew heavily on rtexial from WWF andFriends of the EarttFOB,** andalso attracted

®¥Banks, M. C.., 2010. “World W ldlife Fund”, in Lyon.
ENGOs and their Strategi e sheRueBresd, SVashing®n DCelnitet! StatetRe s o ur ¢
of America.
**Ibid.
;“l’Ma rkets for Chan g e http:2wivwl.marketsfokdnanagetorg/MBu@ifc/abowt-infc/.
Ibid.
*2Markets for @ a n ge. 2011.http:/Brew.natketsforclsaige.or@sblutions/
“wa k e Up Wool worths. 2009. “Wool worths Select Brand F
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support fromGreerpeace, with a spokesperson statiwyh at we’ re doing i S prot e
Woolworths and their unsustainable tissue product, the Select brand paper prodtictse
campagn also attracted strong support from the forestry union.

There are numerous examples of similar tactics being adopted elsewhere by the same groups,
particularly in the US

Should businesses fold @reenpressure the longerm implications can be senig. Often once
businesses have seemingly ‘“voluntarily adopted
public institutions and lobby politicians to have them introduced as procurement policies for

government and businesas well as the basis fomport regulations

4.2  Regulating imports

There are two recent examples of how certification requirements are now being used to provide the
foundations for import regulations.

42.1 The Food Standards Amendment (Truth in Labelling?alm Oil) Bill

Recently the Commonwealth Parliament nearly passed a Bill that would require the certification of
palm oi l against RSPO Standards to be | abell ed a

Palm oil has become a source of controversy over criticisms from EN@Owylaiclyfunded zoos
who have adopted their agenda. Criticisms follow similar claims against illegal logging that
developing countries are converting forest land to grow palm oil plantations which have an
environmental impact, particularly on the hahiteof orangutan populations. Howevemuch of this
evidence is specious. For example, Melbourne Zoo claims'Bain oil typically costs the lives of up
to 50 Oraneutans each week® and yet Perth Zoo claims that up to 6,000 orargns are dying
eachyear, or around 116 a week, and allude that the palm oil industry is respofiSible.

Greerpeacé® and FO¥have been campaigning against the growth, importation and commercial
use of palm oil for years. Their campaigning activities have ranged from opplositogding of
palm oil shipments to developed country markéts lobbying European officials to ban the

http://www.wakeupwoolworths.com/docs/woolworthsasiapulp-paper.pdf

* Australian Broadcasting Corporation. 2010.

®Consumers Alliance for Global Prosperity. 2010. “Pul
http://pulpwars.com/downloads/empires_of collusion_report.pdf

% Zoos Victoria2010“ Don’ t Pal m hip:/wdiv.foo.dpac/PasmiOijlfacta t

47Scarparolo, D. 2009. “Orangutan breeding success”, N
http://www.perthzoo.wa.gov.au/orangutasbreedingsuccess2980/.
48Greerpeace. 2007. “How the palm oil industry is cooking

http://www. Greerpeace.org/raw/content/international/press/reportsigokingthe-climate-full.pdf.

“Friends of the Earth | nt e+GreengoldonGaeenwast: & Gofimentar¥anl ay si an
the sustainability c¢claims of Malaysia’'s palm oil | obb
i114,at http://www.foeeurope.org/publications/2008/malaysiapalm-oil-report.pdf.

50Greerp e a c e . Gr2efp@abe.challenges RSPO to statrgenwa s hi ng me mb eNovemlmemp ani es” |,
14, athttp://www. Greerpeace.org/seasia/en/press/releasdsfeerpeacechallengegspoto.
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importation of palm oil as a biofuétto working to get palm oil industry advertisements taken off
television?

In response a coalition of Indepegwt South Australian Senator, Nick Xenophon,Alustralian

Greers and National Party MPs supported the introduction of fo®d Standards Amendment

(Truth in Labelling Palm Qil) Billvhich required the compulsory labelling of palm oil separate to

other classified vegetable oils. The objective was to name and shame companies that used the oll

and to foster consumer boycotts. And the measure used to achieve disclosure was to require
products to |ist pal@mSopal mas ded RSR@hified gpoductmhc oi | '
effect the Bill sought to outsource components of labelling requirements to external agencies over

which it had no control.

Despite being rejected by the Senate Committee investigating the Bill, it was fastged
amendnents) bythe Senate with the support of Xenophon, tAestralianGreers and oddly the
Li beral/ National Coalition. The Gillard Labor go

As the Bill progressed to the House of Representatives an established inquirgcaisonrended
rejecting the Billbefore it lost the support of the Liberal/National Coalitj@m the grounds that it
became convinced it was not compliant with World Trade Organis@orO)ules, particularly the
Technical Barriers to Trade AgreeménBT7.

42.2 The lllegal Logging Prohibition Bill

The failure to pass thEood Standards Amendment (Truth in Labellif@im Qi Bill s n” t | i kel vy
be repeated in the area of forestry. Currently the Commonwealth Parliament is considering the

passage athe lllegal Logging Prohibition Biliat would effectively require certification standards to

be met for forestry products imported into Australia.

Internationally ENGOs have engaged in a campaign on the international wood trade, principally
targeting mports fromthe developing world, iproductsrisk being sourced from illegally felled
sources The extent of the actual problem remains uncleard whom is responsible is equally
murky.

However, looking to appeadeNGO# the lead up to the 2007 Fedsrelectionthen Federal Labor
Party Leader, Kevin Rudd MP, and later elected Prime Minister announced he would commit his
government tq ‘the greater policing and enforcement of an effective national ban on the sale of
illegally logged timber imports®

Faced with claims that the Rudd government did not deliver on earlier plettgas|_abor Prime

Minister, Julia Gillard, took a similar policy to the 2010 Federal election and Agriculture, Fisheries

and ForestnMinister, Bill Ludwig, has since introdudie lllegal LoggindProhibition Bill The Bill is

modelled on the provisions required under the amended deealdeLacey Act that requires

certification declarations of the origin of wood imports into the United States that adds costs and
obligationsontoc o mpet i ti ve i mports. The intention of the

*L Greerpeace. 2007.
*2Friends of the Earth Internationahad Fri ends of the Earth Euro pe. 2007, .

Standards Authority”, July 25, at
http://www.foeeurope.org/corporates/pdf/MPOC%20Complaint incl.amrypdf.
“Australian Broadcasting Corporation. 2010. “Backgrou

30,athttp://www.abc.net.au/rn/backgroundbriefing/stories2010/2908767.htm
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f ‘restrict the importation of illegaliogged timber products into Australia

1 require suppliers to undertake a due diligence procedure to verify the legality of the timber
they source

1 implement a trade description for legally verified timber products and specify the
circumstances under which it can be us¥d

With the supposed benefit that it will:

=

‘promote global trade in legaljogged timber products

T stop unfair competition in Australiaetween legallyharvested and illegaharvested timber,
and create a level playing field for domestic timber producers

1 encourage investment in the Australian timber industry, enhance business profitability and
increase employment in the sector

1 provide grater certainty for businesses and consumers that timber products sold in
Australia are from legal sources

T contribute to an increase in legal timber production by a larger proportion of overseas
timber producers

1 help reduce deforestation, forest degradatiand the harmful environmental, social and
economic impacts of illegal logging

f contribute to a global approach to combating illegal logging by taking action that is

complementary to that being adopted by the European Union and the United States

But the Bill remainsasop®&NGOsvi t h no justification. As the gov
advisers, the Centre for International Econon{iC$t) concluded in its report to the Department of

Agriculture, Forestry and Fisheries the legislation was morébteothan it is worth.

The study released in February 2010 concluded that the actual volume of illegal logging

internationally appears to be grossly owestimated and may only be between five and ten per cent.

The study also found that only fifteenpenrc¢ of t he worl d’s timber is tr
imports 2.5 per cent, of which only ten per cent may be illegally logged.

I n Iight of theAuGIltkE'ad iar gsu mamptortthsataccount for a
timber production, and 0.8 per cent of products incorporating illegally logged timbire report

recommended not to implement the proposed policy. The CIE particularly highlighted that the

compliance costs for introducing the policy is likely to outweigh the economic benefitird so>°

But the subtext behind the introduction oite gover nment’ s Bill i s protec
industry. In his news release announcing the Bill he, dd&bal logging is a source of unfair
competition to the Australian industryUnsurprigngly the Bill also enjoys a high degree of support
from sse;ctions of the local Australian industry that compete against imports as well as the forestry
union.

54Department of Agriculture, Fisheries and Forestry. 2
Commonwealth of Australia, &titp://www.daff.gov.au/forestry/international/illegatiogging/aand-a.
% Department of Agriculture, Fisheries and Forestry. 2011.

*The Centre for International Economics. 2010. “A Fin
the proposed new policy onillegalyogged ti mber”, Prepared for the Depar
Forestry, Canberra, Australia, Januarptp://www.thecie.com.au/content/news/lllegal_logging.pdf

*"Fora full discussion on thextentof union-advocatedp r ot ect i oni sm r é&eenEXdisds's on, T.

Col lusion to pr onstduteeofPpblicoAffars; ditip:@snstamahlédev.org/wp
content/uploads/2010/08/100805REPORGreenexcusesCollusionto-promote-protectionism.pdf
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4.3  Attacking industries of the future

One of the most concerning, but often ignored, dimemsi ofGreers groups is their anticience
position against genetically modified (GM) organisms.

Greerpeace has been at the forefront of attacking GM researchthadndustry on the ground

that, ‘unlike conventional breeding practices, GM crops arata® in the lab by inserting genes

from an entirely different speci esSGredmpedcee fi sh) i
clamsthatf* t he scary truth is that farmers are not ge
performance because the vergmpanies set to gain from the sale of GM seeds, control GM

research in Australia. Instead, farmers are also being forced to pay more for patented seed and
chemicals that actually harm the*soil and the fu

Greerpeace has ab advocated for government to legislate against the use of GM crops in food

products by requiring them to be separately labelled to alert consumers that foods may include
laboratory-based GM ingredient®Greepeace’ s posi ti on*ltiresairsunslear shar e c
whether they will be ultimately successful.

In the 1990s and early 2000s the precautionary principle ruled on legislating for the planting of GM
crops andheir inclusionas ingredientsn manufactured foods. As a consequengtate

governments imposed moratoriums on the crops that could be planted and restrictions were placed
on GM foods that entered the supply chain.

But faced with the progressive downscaling of moratorium$State governments for GM foods,

greengroups have turned tdlegal action. Earlier this year twWéreerpeace activists broke into the
Commonweal th Science and I ndustri al Research Org
undermine the scientific researéh.

According toGreerpeace the research was being completegad of a phasedafety trialbefore
human consumption trials began this year. Two women have since been charged for théattack.
The attacks came despite a risk profile completed by Federal agency, the Office of Gene Technology

Regulator, concluedthatt he ri sk of the wheat was ‘negligible
“limited and controlled release *did+ no¥ pose s
58Greerp eace. 2011. *“ Ge rigpt/Aivwav. Greergeiade.org/australia/en/whatves t
do/Food/Theproblem-GenetieModification/.

59 [t

Ibid.

®Greepeace Australia. 2010. “Submission to the Food La

http://www.foodlabellingreview.gov.au/internet/foodlabellig/publishing.nsf/Content/foodlabelreview displa
ypub_parts?OpenDocument&referenceno=1WGCREEV7G20100514091107DZS0O&partno=1

“Friends of the Earth. 2010. “Submi ssion from Friends
revi ew” , $ubmi ssion, a
http://www.foodlabellingreview.gov.au/internet/foodlabelling/submissions.nsf/logkBubmissionAttachment
s/ISWIN85L6PB20100519135853CBAW/$FIL EAERed. pdf

2AAP. “Protestors tar get GM wheat crop”, The Australi
http://www.theaustralian.com.au/news/nation/protestergarget-gmwheatcrop/story-e6frgénf

1226094382523

SBAAP. “Two womeGreepaaeecatttickoon experi ment al GM whea
August 12, ahttp://www.theaustralian.com.au/news/nation/twewomenfacecourt-for-Greerpeaceattack
on-gmwheat-crop/story-e6frg6nf1226113683206

“Of fice of the Gene Technol ogy Regulator. 2009. “Exec
management plan for application no. DIR 903 from CSIF
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Scientists were outraged in response to the attacks. The University of 8autst r al i a' s Assoc
Professor Dr Christopher Preston reportedly sdidiould be extremely upset if a member of the

public had knowingly interfered with and destroyed some of my own scientific research that aims to
improve the sustainability of Austiala n  f &r mer s’

The absurdity of the attacks were outlined well
who reportedly saidWe have been modifying the genomes of plants for thousands of years using
breeding technologies and continue to do swjmf them the properties that we desire. Previously

we have been crossing plants and hoping for the baxtw we are able to selectively choose the

genes that we want and Yiscard the ones that we

Similar trends have recently emerged regardingir hostility to CSG. The Australi@neers have

been principle opponents of CSG as part of their consistent campaign against the extraction and use

of carbonemitting fuel sources. At one stage they even took an-acitnce position arguing that

gasdidnt have a carbon di ox ibdsedeledyrivity geaetaio.t f oot pri n-

Since these initial statements a report commissioned by the Australian Petroleum Production and
Exploration Association by Worley Parsons found that CSG can have ainesysofile between
approximately 50 per cent and 87 per cent less than burned®oal.

of Australia, ahttp://www.ogtr.gov.au/internet/ogtr/publishing.nsf/Content/dir093

3/$FILE/dir093execsum.pdf

®*pean, T. 2011. = C S Greep e@M ec rhoaps d'tnteagcléntigiabblye ” r i sk” , Li
http://www.lifescientist.com.au/article/393593/csiro_gm_crop_attacked I6yreerpeace had_negligible risk

/.

% |bid.

67Salusils*.zky, | . fedsl’. d&8Bd o'wddmi al’ as report backs minin
http://www.theaustralian.com.au/business/miningnergy/blowto-Greers-gasdeniatasreport-backs
mining/story-e6frq9d£1226185199205

®Worl eyPar sGreeboug8@lGas“ Emi ssions: Study of Australian
Production and Exploration Assocatj at

http://www.appea.com.au/images/stories/Policy CSG/appea%20worley%20cggféehouse%20emissions
%20study%20fi@%20110411.pdf

Institute of Public Affairs Www.ipa.org.au 23


http://www.ogtr.gov.au/internet/ogtr/publishing.nsf/Content/dir093-3/$FILE/dir093execsum.pdf
http://www.ogtr.gov.au/internet/ogtr/publishing.nsf/Content/dir093-3/$FILE/dir093execsum.pdf
http://www.lifescientist.com.au/article/393593/csiro_gm_crop_attacked_by_greenpeace_had_negligible_risk/
http://www.lifescientist.com.au/article/393593/csiro_gm_crop_attacked_by_greenpeace_had_negligible_risk/
http://www.theaustralian.com.au/business/mining-energy/blow-to-greens-gas-denial-as-report-backs-mining/story-e6frg9df-1226185199205
http://www.theaustralian.com.au/business/mining-energy/blow-to-greens-gas-denial-as-report-backs-mining/story-e6frg9df-1226185199205
http://www.appea.com.au/images/stories/Policy_CSG/appea%20worley%20csg%20greenhouse%20emissions%20study%20final%20110411.pdf
http://www.appea.com.au/images/stories/Policy_CSG/appea%20worley%20csg%20greenhouse%20emissions%20study%20final%20110411.pdf

5.0 Implications for business

The influence of thgreenmove ment on Australia’ s Bydmgingtomy i s i n
radically transform the foundations tiie Australian economigy creating false foundations through

the operation of an internal carbon tariff and capturing supply chduasiness will be directly

lumbered with additional costthat make them less internationally competitive

5.1 Thecarbon OABAO8 AAI OA &£ 01 AAOEIT 1T O

A carbon pricéntroducesfalsefoundations that make unviable businesses competitesinesses
built on false foundations carry the costs of being uncompetitive and these wilstse passed onto
businesghrough the goods ash services they providdhose costs will also ultimately passed onto
consumersAs these industries develop so will suppliedso will become equally dependent on
their artificial survival. Such an outcome witbmote rent-seekingn the interests of theselect few
at the expens®f other sustainable industries, taxpayers and consumers

Of additional concern is that for a carbon price to increase over time other countries will have to

foll ow Australia’s | ead. Thhecase. Asacohseqoendeethe evi der
pressure for a protective carbon tariff to insulate competitor industries from carboifrésximports

will become a political realit§?. At that point business will be doubly hit as they will pay additional

costs for locallyproduced goods that include a carbon tax cost, and will also then have to pay

additional costs for imports. Doing so will increase their production and service delivery costs

making them less competitive in the international marketplace.

The only opportuity for these consequences not to be realised is a new international agreement. As
outlined in sectior8.1, that seems unlikely.

5.2  Strangling supply chains

As Sectiod.2outlines there is a clear effort lyreengroups to take control of the suppbhain for
produced and extracted commodities in the primary industries se&ot this strategy does not sit

in isolation. As outlined in an earlier IPA paper, this systemic design approach fits into a broader
strategy to control the business practicestafded commodities?

5.2.1 Risks for abusing market power

In the future businesses may be caught in a precarious position as government regulators start to
focus on the role retailers can play to impact on supply chains. Shortly after assuming his ne
appointment as the head of the Australian Competition and Consumer Commission (ACCC), Rod
Sims, stated in his speech to the Melbourne Press Club that:

Yhany smaller suppliers to the supermarkets feel they lack a real ability to negotiate supply
arrangents y canfnkingQu KS '/ // Oly IyR gAff g id0K Of 2a
R2 y20 Ay@2t @S dzyO2yalOArz2ytotS O2yRdzO0 o6& (GKS

®Grattan, M. 2008. “Uni on hipi/evmweteage.com.bumationtl/amion f f ”, The
pushescarbontariff-200807273Igm.html.

Owilson 2011.

"Sims, R. 2011. “Some perspectives on competition and
Competition and Consumer Commission, at
http://www.accc.gov.au/content/item.phtml?itemld=1011797&nodeld=7993707c8f0e5{69d6dccb4c359¢c6209
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In particular Simstatedthat the ACCC would focus on the nature of supply chains and their vertical
integration related to private brands as a means to distort the market. He argued:

QOASNIAOIE AYyUGSaANIGA2Y Ay (GKS adzli e OKFIAYy yS:
not misuse their market power under Sector 46 [of the Competition and Consumed@ct 20
6/ 1/°08Q0

The relevant components of Section 46 of the CAC
corporation that has a substantial degree of power in a market shall not take advantage of that

power in that or any other market for the purposé ... damaging a competitor...preventing the

entry of a person into that or any other market ... [and] deterring or preventing a person from

engaging in competitive conduct in that or any other market ... [including] persons to whom or from
thebodycorpr at e supplies or acquirés goods or servic

The influence major retailers can inject up the supply chain is considerable, especially when there

are minimal buyers at the wholesale end of the retail market. But these regulations ruragotu

the demands of ENGOs. Retailers are sending messages through the supply chain to producers to
increase prices and limit competition in response to campaigns run by ENGOs. As a consequence
retailers may soon face serious regulatory action if theyese ENGO demands.

5.2.2 Third line forcingand secondary boycott risks

The' good c o ptratbgyad coltuding ENGOs raises questiabsutwhether they are
engaging in a form of extortioof business to advance their own interestsd also whetler they are
engaging in @éechnicalform of exclusive dealing and third line forciagwell as secondary boycatts
According to the EC@xclusive dealing and third line forcing are defined asemtipetitive
conduct as follows:

Y. NP I Rf 2excidivé dedlirgerBphasis added) occurs when one person trading with
FY20KSNI AYLI2aSa az2yYS NBadNROGA2ya 2y (KS 20K
GKSNE (KS& RSIf®d ¢KA& (GeLS 2F O2yRdz0OG Aa 0O2Y"

Third line forcing(emphasis addedis a specific form of exclusive dealing prohibited outright
by the Competition and Consumer Act. It is not subject to the substantial lessening of
competition test. It involves the supply of goods or services on condition that the purchaser
buys goods or services from a particular third party, or a refusal to supply because the
purchasemill not agree to that conditioff tb

And secondary boycotts are defined as:

W generally occymg] when two persons together engage in conduct that hinders
prevents a third person from supplying to, or acquiring goods or services from, a fourth

&fN=ACCC%20speech%Z20Sims%2920Mdbourne%20Press%20Club%20
%2010%200ctober%202011%20PUBLISHED%20VERSION.pdf

2 Sims. 2011.

® parliament of Australia. 2010Competition and Consumer Act 201@Commonwealth of Australia, at
http://www.austlii.edu.au/au/legis/cth/consol_act/caca2010265/s46.html

“Australian Competition and Consumer Commi ssion. 2011
http://www.accc.gov.au/content/index.phtml/item|d/81637.7
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person. They are prohibited if their purpose is to cause substantial loss or damage to a
0dzAAYySaas 2N I adznadlydaAlrt®tS3aaSyaya 27 02YL)

Yet there areelementsof both activities in the strategy of ENG®lwever, because the actions are
taken on environmental grounds they are granted an exception under the CAC. Section 45DD of the
CAC affords sweeping exceptions for actions where‘thé 0 mi pargosetof conduct relates to
environment &1 protection’

The risk from such blanket exceptions is very real, particularly for the retail sectaaretomthe
coal face of ENGO action as attempts are made for them to drive change up the supphAnthain.
their exposure isot isolated towood productsand palm oil.

Similar campaigns are now emerging with relation to the consumption of eggs sourced from battery
farms!’ tuna,”® genetically modified food%, cocoa, canol& potatoes® sporting equipment? and

even laptop£? The blanket exception under CAC needs todwewed, particularly in light of recent
admissions by ENGOs regarding their conduct.

“Australian Competition and Consumer Commission. 2011
http://www.accc.gov.au/content/index.phtml/itemld/816326?pageDefinitionltemld=86167#tac10
®Commonwealth of Australia. 2010. * Competition and Co
Canberra, Australia, dttp://www.austlii.edu.au/au/legis/cth/consol_act/caca2010265/

"United Poul't ry Concerns. 1999. “RSPCA urges consumer s
http://www.upc-online.org/spring99/rspca_eqgg_boycott.html

8 Greelpeace. 2011. *“ Chipo/gvev. Greermpeace.brg.au/adtidn/indea ghp?cid=17

“Greenp e ac e . Greefplela.c e* v i bttp:Hwwiv.€Seedmeacedrg/australia/en/about/victories/
80 [
Ibid.

#0rganic Consumers Association. 2@Iil. & WS heandwmsear § op
to ban GE Hmto/fwaw.argarsctonsuraets.org/ge/gepotatoban.cfm
2oxfam Australia. hep/aawoxfdniloaglawactbakeadtiann ” , at

8 Greelpeac e . Gréefplela.c e* v i bttp:dwwiv.eSeeémpeace.drg/australia/en/about/victories/
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6.0 Conclusions

Considering our geographic proximityttee Asia Pacific regioathe likely major surce of economic

growth inthiscenturrAustralia’' s economic prosperity should
goods and service providers operating in a freer market to keep costs dowto &ednternationally
competitive. B u tty isfatitkreat franh thearifluence gb thgeeenmaovement who

are successfully injecting false foundations and restrictions into the economy making Australian

business less competitive.

What is clear is that off the back of victories a carbon tax/ETShd the legal requirement for their
controlled certification schemes to be imposed on impgpiit® greenmovement is not slowing their
advance. They are emboldened aa@ speeding up.

Thegreenmovement is a driving force for unsustainable economic tramsétion through efforts to
restrict business practices and resurrect the false foundations andsexking that trade
liberalisation removed.

Thegreenmovement is advocating for regulations and restrictions that enable them to capture and
transform pimary industries. The carbon tax creates false foundations for industries that will

undermi ne the princi pl micubussdnonticasucassthat Australid Aust r a
should specialise in the sectors where we are most competitive and thedeutput for those

where we are not.

Business is also being heavily restricted by the internatigregin movement who are strongly
advocating for primary industry output to be legally required to be certified against supposedly
‘i ndepend e¢ianstandacds, such ag thoseaavailable through t8€hd FSPQamong
others. As they outline in their own reports, their interest is in capturing the supply chain of
commodities and exerdigyinfluence to transform markets.

Recent evidence shows thgteengroups are actively colluding to push businesses into adopting

these standards in a game of ‘good cop/bad cop’
pushes business toward adopting certricdi cation st
captured industries become beholden to these standards and those pushing it.

In responsdo both major pusheshe business community shoulg wary of capitulating to their
demands. It s in the interests oafiseibprovidesthens t o al
the best opportunity to be flexible, competitive aatlows them to grow and expand their interests.

There is a long tradition of business colluding with governments to secure preferential
arrangements. Businesses allying themseltigethe introduction of a carbon tax to advance their
commercial interests are culpable.

What's relatively new are businesses succumbing
ENGO standards to become the foundations for legal import requiremeves. \Eithout legally

mandated certification requirements businesses are still locking themselves into certification

standards controlled by ENGOs that will significantly hioeir flexibility into the future without

facing the wrath of th@greenmovement.But once legally required, they will have nowhere to go.

The implications for business are clear.
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Business will be burdened with higher costs and regulations. The cost of imports as business inputs
to keep them competitive will rise. Their business picas will also be restricted limiting their
capacity to compete in the international marketplace.

Considering the extent to which their interests are advanced the cormfugreengroupsshould be
brought into question.

Without the exceptions for ensdnmental groups undertheACi t * s possi blgreent he con
groups would breach the exclusive dealing, third line forcing and secondary boycott provisions of the

Act. As a consequence the breadth of the exceptions given for permissible environinaytatts

under Section 45DD of the Act should be reviewed to ensure that ENGOs advancing their

professionabind possiblycommercial interests should be held to the same standard as businesses.

In the meantime retailers should be particularly concernedéaese the exceptions that protect
greengroups under the Act do not protect them as well.

If businesses, particularly retailers, work wiffeengroups to put pressure up the supply chain
industries may be exposed under The Act to provisions relatiaptise of market power. Pushing
anti-competitive and higher cost messages up the supply chain could leave them naked and
exposed.
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