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EXECUTIVE SUMMARY AND RECOMMENDATION

The Minerals Council of Australia (MCA) is the peak, national organisation representing the exploration, mining and minerals processing sectors.  The MCA welcomes the opportunity to provide a submission to this inquiry into the Kyoto Protocol Ratification Bill 2003 [No. 2].  

The purpose of this Bill is to require the Government to ratify the Protocol to the United Nations Framework Convention on Climate Change (adopted at Kyoto on 11 December 1997) within 60 days of the Act’s commencement and to require compliance with a number of related measures.

The Minerals Council makes this submission with the intent of encouraging parties considering the question of ratification to move beyond that question as ratifying Kyoto will not in itself address climate change, and shift the focus and effort to where the broad community can address greenhouse gas emissions abatement as part of a global response with or without Kyoto.

Climate change is an issue of significant international concern that should be addressed in the economic, environmental and social interests of humankind.  

The MCA therefore supports the wording in the Preface to the Bill with the notable exception (particularly relevant to this inquiry) of the last statement: “The ratification of the Kyoto Protocol is a necessary first step in this direction.”  

The MCA is not convinced that ratification is a necessary first step to Australia playing a leading and proactive role internationally to achieve an effective solution to climate change and to contributing its fair share to the reduction of greenhouse gas emissions.  In fact, in our view this is already occurring through various bilateral and multilateral initiatives and the fact that Australia is on track to meet its net 108 per cent of 1990 emissions target over 2008-12 regardless of the fact that it has not ratified the Kyoto Protocol.

The Minerals Council supports a global response to managing climate change that will deliver real greenhouse gas emission abatement provided this does not undermine Australian industry’s global competitiveness and promotes real business opportunities.

Global action needs to be effective and comprehensive, addressing all greenhouse gases, all emission sources and sinks, and comprise all economic sectors.  Actions should also: be in accordance with “common but differentiated responsibilities and respective capabilities” of all countries (Article 3.1 of the Framework Convention on Climate Change); promote cooperation that is supportive of an open international economic system that would lead to sustainable economic growth in all countries; be non-discriminatory  (including not disadvantaging “early movers” and new entrants); and avoid measures that would constitute a means of arbitrary or unjustified discrimination or a disguised restriction on international trade.

Unfortunately, the Kyoto Protocol:

· only covers some 30 per cent of the world’s current greenhouse gas emissions;
· is projected to stem growth of emissions by only around one per cent on first commitment period targets 

· provides no detail on any second or subsequent commitment periods beyond 2012; nor certainty in any binding rules or institutional arrangements for the three so-called 'flexibility mechanisms' – Global Emissions Trading, Joint Implementation (JI) and Clean Development Mechanism (CDM); 

· provides no clear pathway for developing countries to participate.  This, together with the absence of the USA means there are risks for a country such as Australia burdening its own industry with costs our competitors do not face; and

· fails the test of sponsoring significant business opportunities in new technologies and renewable energies. 

The Kyoto Protocol has become a factor of international trade and economic policy where some countries could be advantaged to the competitive disadvantage of others – notably, Australia, which is one of the few developed economies that is a net exporter of energy to, largely, non-Annex 1 countries (i.e., those without binding emission reduction commitments under the Protocol).  To this extent and for all the reasons above, it is fundamentally flawed.  This focus on trade and economic politics thus compromises realisation of real and lasting environment outcomes.

Further, given the Australian government has committed to the net 108 per cent target, that Australia is on track to reach it and we are advised there is nothing in the Protocol rules that prevent Australian companies accessing the various “flexibility mechanisms” - subject to the resolution of some operational issues - it raises the question what value is there for Australia in ratifying the Protocol and what disadvantage in not ratifying.

The Minerals Council supports the Commonwealth Government position that it will meet the intention of Australia’s international commitments but in a manner that will deliver real greenhouse gas emissions abatement, that does not undermine Australian industry’s competitiveness and promotes real business opportunities.

The MCA considers that this is possible if Australia concentrates its focus on a combination of abatement measures (likely to include efficient, broad based market measures) and innovative technologies.  

The MCA considers technology to be the key to achieving consistent large‑scale emission reductions.  To this end, the industry is heavily investing in Research and Development and developing a coordinated national approach to stimulating technology development relevant to climate change and building upon work overseas.  

Importantly, the industry is heavily involved in several dedicated Cooperative Research Centres, the COAL21 Program for reducing emissions from the use of coal in electric power generation, the Carbon Sequestration Leadership Forum, which is a global initiative to promote and develop the geological sequestering of CO2, the International Partnership for the Hydrogen Economy, and Climate Action Partnerships with like-minded countries committed to sharing technological solutions.
This stands to build on the Australian minerals industry’s proactive, voluntary response to improving energy efficiency, reducing greenhouse gas emissions per unit of output and in developing a solid platform for the future in a Research and Development program of new technologies for cleaner production and prospectively zero or near zero emissions. 

The Minerals Council supports the Federal Government’s determination that it is not in Australia’s interests to ratify the Kyoto Protocol at this stage.  In determining this, the Government has had regard to the Protocol’s ability to meet the test of fundamental principles for a globally effective solution to managing climate change and maintaining industry competitiveness.

We also support the Federal Opposition’s position of October 2001, when it declared that in addressing climate change Australia’s position should be “driven by a realistic appraisal of Australia’s unique situation, and a determination that measures taken will be overwhelmingly positive for the economy and the nation”.

The MCA recognises the challenges faced by the Federal Government in developing a sustainable climate change strategy that contributes constructively to remedy global warming whilst simultaneously protecting the vulnerability of Australia’s energy intensive, trade exposed industries – both export and import competing.

The MCA concurs with the Government’s view that there is great scope in promoting cost effective actions to reduce greenhouse gas emissions through application of technology based solutions without undermining Australian industry’s competitiveness and in meeting the net 108 per cent of 1990 emissions target over the 2008‑12 first commitment period.

The MCA opposes a carbon tax which is a blunt, indiscriminate tool in the circumstances, and considers that it is premature to be making any decisions, including in-principle decisions, to proceed with broad, market-based measures, and specifically emissions trading.

The MCA considers carbon price signals are not necessary in the first commitment period to encouraging industry to adopt improved eco‑efficiency and energy efficiency practices, nor for the acceleration of the technical research required to lower the cost of GHG emission friendly technology.  

RECOMMENDATIONS

The Minerals Council of Australia therefore recommends the Committee:

· recommend that the Senate not support the Kyoto Protocol Ratification Bill 2003 [No. 2];

· accept that global policies and strategies for managing climate change should:

· involve sustainable global action to reduce greenhouse gas emissions which is consistent with the United Nations Framework Convention on Climate Change and its ultimate objective of stabilisation of greenhouse gas concentration in the atmosphere at a level that:

(a) would prevent dangerous anthropogenic interference with the climate system;

(b) accepts that the time frame involved may require some adaptation of ecosystems to climate change;

(c) would ensure that food production is not threatened;

(d) enables economic development to proceed in a sustainable manner;

(e) is in accordance with common, but nationally differentiated responsibilities and respective capacities; and

(f) distributes the burden equitably across the international community;

· take a medium (to 2012) and long term perspective;

· be consistent:

(a) across Australia (ie across state, territory and federal governments) to ensure their policies do not distort investment flows and create barriers to trade between States/Territories;

(b) with Australia’s overall economic policy of achieving high levels of sustainable economic growth; and

(c) with other national policy aspirations including:  population growth, international trade and investment, energy supply and demand, regional development and environmental and social responsibility;

· be cost-effective through:

(a) developing cost-effective actions that enhances Australian industry’s competitiveness and promotes business opportunities in a way that does not expose Australian industry to costs its competitors do not face;

(b) promoting investment in eco-efficiency 

(c) adopting commercially feasible greenhouse gas abatement options;

(d) promoting continuous improvements by utilising as soon as commercially practicable new best practice greenhouse adaptation and abatement technologies; and

(e) promoting relevant R&D/technology and sustainable industry development;

· not discriminate between particular projects and locations and between existing and new entrants;

· not disadvantage “early movers” in Australian industry that have implemented greenhouse gas abatement measures; 

· be trade and investment neutral in a way that does not expose Australian industry to costs its competitors do not face; 

· be size and ownership neutral regarding positions reached;

· address all greenhouse gases, all emission sources and sinks and recognise the need for developing a full suite of strategies including adaptation and abatement strategies;

· distribute equitably the cost burden of emission abatement and adaptation across the community, including providers of goods and services and consumers; and

· recognise the role of and need for governments to determine longer-term environmental standards, and for markets to be allowed to efficiently  allocate resources through use of appropriately designed, efficient market measures.

1.
INTRODUCTION

The Minerals Council of Australia (MCA) is the peak, national organisation representing the exploration, mining and minerals processing sectors.  MCA member companies produce up to 85 per cent of Australia’s mineral output and a slightly higher percentage of Australia’s mineral exports.

The MCA’s mandate is to promote a business platform conducive to investment, growth and profitability for a minerals industry that is safe, globally competitive, innovative and socially and environmentally responsible.

The minerals sector is an industry of considerable size and economic and social significance, benefiting all Australians both directly and indirectly.  The sector:

· has contributed some $500 billion directly to Australia’s wealth over the past 20 years;

· accounts for 37 per cent of our total merchandise exports and around 8.5 per cent of Australia’s GDP:

· is a significant employer:

· directly of some 81,000 people and

· indirectly of over 240,000 people in allied industries; and

· is at the forefront of new investment, the adoption of new technology and Research, Development and Demonstration (RD&D) activity in Australia. 

The MCA welcomes this opportunity to provide the Committee with a submission to its inquiry into Kyoto Protocol Ratification Bill 2003 [No. 2].

In accordance with the 1992 Rio Declaration, there is sufficient scientific evidence to be concerned at the impacts of anthropogenic greenhouse gas emissions on the world’s climate system although it is recognised that there are uncertainties in the science of climate change.  While the science of global warming needs to be continuously reviewed and evaluated, climate change is an issue of significant international concern that should be addressed in the economic, environmental and social interests of humankind.

Given our resource endowment, the increased competition for minerals from around the world (with the opening up of South America, Asia and to a less extent Africa and the former USSR), the footloose nature of international investment in the downstream processing of minerals and our international trade profile, Australia‘s interests reside in an effective global response that includes all major emitters – current and potential.

Australia has ratified the United Nations Framework Convention on Climate Change (UNFCCC).  This Convention:

· clearly envisages multilateral and bilateral initiatives to addressing climate change; and

· endorses the concept of differentiated responses that recognise the particular national circumstance of parties.

While Australia has not ratified the Kyoto Protocol, Australia will continue to work towards the 108% (net) GHG emission target.  In addition, the Federal Government has entered into the Australia/USA Climate Action Partnership.  Australia is seeking to develop other bilateral climate change partnerships with Japan, Canada, New Zealand and the EU and is involved in various multilateral initiatives.

The MCA considers technology to be the key to achieving consistent large‑scale emission reductions.  To this end, the industry is heavily investing in Research and Development and developing a coordinated national approach to stimulating technology development relevant to climate change and building upon work overseas.  

2.
KYOTO PROTOCOL RATIFICATION BILL 2003 [NO. 2]
The MCA notes that the purpose of the Kyoto Protocol Ratification Bill 2003 [No. 2], jointly introduced into the Senate by the Australian Labor Party’s Senator Kate Lundy and the Australian Greens’ Senator Bob Brown on 30 October 2003, is to require the Government to ratify the Kyoto Protocol to the United Nations Framework Convention on Climate Change within 60 days of the Act’s commencement and to require compliance with a number of related measures.

These related measures comprise a number of requirements of the Minster for the Environment, namely to:

· prepare a National Climate Change Action Plan, setting out a detailed implementation strategy to meet Australia’s obligations under Article 2 of the Protocol;

· ensure that Australia’s aggregate human induced carbon dioxide equivalent emissions of greenhouse gases listed in Annex A of the Protocol in the first commitment period, from 2008 to 2012, do not exceed its assigned amount of 108 per cent of 1990 levels inscribed in Annex B of the Protocol;

· establish a national system for estimation of human induced emissions by sources and removals sinks of all greenhouse gases not controlled by the Montreal Protocol, in accordance with Australia’s obligations under Article 5 of the Protocol and accepted by the Intergovernmental Panel on Climate Change;

· publish its annual inventory of greenhouse gas emissions in accordance with Australia’s obligations under Article 7 of the Protocol and submit it for review by expert review teams pursuant to the relevant decisions of the Conference of Parties as set out in Article 8 of the Protocol;

· also submit a national communication in accordance with the provisions of Article 7 and subject to subsequent decisions by the Conference of the Parties;

· develop a mechanism to allow for the international transfer in emission reduction units including:

-
the transfer or acquisition of units from or to other Parties to the Protocol that result from projects aimed at reducing human induced emissions by sources or enhancing human induced removals by sinks of greenhouse gases; and

-
the transfer of emission reduction units under the clean development mechanisms.

· establish a registry of emission units in order to:

-
ensure, for the first and subsequent commitment periods, the accurate accounting of:

..
the issue, holding, acquisition, transfer, retirement and cancellation of emission reduction units; and

..
the carry-over of assigned amount units, certified emission reduction units and emission reduction units; and

-
ensure, in accordance with Article 7.4 of the Protocol, the accurate, transparent and efficient exchange of information between the registry and equivalent overseas registries.
The Minerals Council supports a global response to managing climate change that will deliver real greenhouse gas emission abatement that does not undermine Australian industry’s competitiveness and promotes real business opportunities.  

Global action needs to be effective and comprehensive, addressing all greenhouse gases, all emission sources and sinks, and comprise all economic sectors.  Actions should also: be in accordance with “common but differentiated responsibilities and respective capabilities” of all countries (Article 3.1 of the Framework Convention on Climate Change); promote cooperation that is supportive of an open international economic system that would lead to sustainable economic growth in all countries; be non-discriminatory (including not disadvantaging “early movers” and new entrants); and avoid measures that would constitute a means of arbitrary or unjustified discrimination or a disguised restriction on international trade.

The MCA supports the Commonwealth Government position that:

· ratification of the Kyoto Protocol is currently not in Australia’s national interest, determined in socio-economic terms; and

· Australia will meet its international commitments to a net 108 per cent of 1990 emission levels over the 2008-12 first commitment period.  The MCA considers that this is possible if Australia concentrates its focus on a combination of abatement measures (likely to include efficient, broad based market measures) and innovative technologies, while building a strong, internationally competitive economy.  

The MCA agrees with the Commonwealth Government that the Kyoto Protocol, as currently constructed, fails the test of fundamental principles (such as those set out in Attachment A) for a globally effective solution to managing climate change.

3.
THE AUSTRALIAN GOVERNMENT’S POSITION ON THE KYOTO PROTOCOL

The Australian Government’s position on the Kyoto Protocol and the rationale for that position was recently set out by the Minister for the Environment and Heritage, the Hon Dr David Kemp MP, in a speech to the Australian Resources and Energy 2003 National Conference in Sydney on 16 July 2003.

In that speech, the Minister noted:

Australia has not ratified the Kyoto Protocol and at present has no plan to do so, but we are still actively engaged in promoting truly global action.  The Protocol is not in our national interest and will remain that way without a clear pathway for the involvement of developing countries, and without the United States.

If Australia were to ratify, Kyoto would create obligations for Australia that are not imposed on many of our regional trading competitors.  If these arrangements continued over the longer term, industries could be driven overseas by competitive pressure to countries that have made no commitment to achieving emissions reductions.  Such a situation would mean an increase in global greenhouse emissions, not the reduction we are all seeking.  That would not be a good thing for the climate.

Even with all the best intentions of all the countries who have signed Kyoto, or who may be signing in the future, estimates are that, it will bring about a modest 1% reduction in global greenhouse emissions by 2012.

Compare this with the need, on the basis of the best current scientific assessment from the Intergovernmental Panel on Climate Change, for a reduction in global emissions by around 60% by the end of this century to stabilise greenhouse gases in the atmosphere.

In the absence of the US, the Kyoto Protocol covers only one third of global emissions.  The United States, outside the Protocol, emits around 24% of the world’s emissions.

China emits around 13% and India 4% with an increase in emissions of over 50% in the last decade.  However their status as developing countries means that they do not have to adopt targets to reduce their greenhouse emissions.  Developing countries’ carbon dioxide emissions from fuel combustion increased by 30% in the last decade.  Some developing countries are reducing the growth in their emissions as the result of the adoption of new technologies.  The fact remains however, that they are not legally obliged to do so.
In the Second Reading debate on the Bill, Senator Eggleston reiterated the Government’s position as follows:

Under the Howard government, Australia has a long-term climate change agenda, with four key elements.  Firstly, at every opportunity we will seek a much more comprehensive global response to climate change than that provided by the Kyoto protocol.  We are firmly of the view that future global action must acknowledge the different circumstances and economic and social priorities of different nations.  In particular, it is important that ways be found for developing nations to reduce their greenhouse emissions without affecting their rates of economic growth. Australia is collaborating with the United States of America – which, incidentally, produces some 25 per cent of global greenhouse emissions – in addressing climate change, via the Australia-US climate action partnership. We have increased our level of climate change related financial assistance to developing nations and pledged no less than $68.2 million to the Global Environment Facility. Australia is also assisting Pacific nations to build their capacity to adjust to the consequences of climate change.

Secondly, Australia must achieve a lower greenhouse signature. Thirdly, domestic policy settings must be flexible, with sufficient certainty to allow decisions on investment and technological development with an emphasis on cost effectiveness. Lastly, the Howard government will implement policies to assist adaptation to the consequences of climate change that are already unavoidable. [Senate Hansard, 30 October 2003]

The MCA is committed to working with government to determine a suite of policies and strategies for greenhouse gas emissions abatement that:

· are demonstrably effective; 

· are part of a global solution – managing climate change is a global challenge and requires a global effort – one that shares the global effort in an equitable manner and that provides for real engagement of developing countries.  Australia’s response to climate change and greenhouse gas stabilisation should continue to be considered as part of a broader global solution;

· are cost-effective in maintaining and enhancing industry’s international competitiveness and particularly our capacity to capitalise on our natural comparative advantages in energy resource endowment, both renewable and non-renewable.  There should be a clear understanding of the vulnerability of energy intensive, trade exposed industries – both export and import competing – to any premature response or unilateral measures by the Australian Government; 

· are nationally consistent – Australian industry remains concerned about the risks and uncertainty of uncoordinated and nationally inconsistent State-based measures.  The imperative is effective industry-government cooperation that develops and implements a national greenhouse gas abatement strategy maintaining the competitiveness of industry, providing real business opportunities and promoting Australia’s economic growth – and, to ensure that their policies do not distort investment flows and create barriers to trade;

· are non-discriminatory (including not disadvantaging “early movers” and new entrants); 

· are comprehensive (in addressing all greenhouse gases, all emission sources and sinks and recognising the full suite of strategies including adaptation and abatement).  All parts of the Australian economy need to make an equitable contribution to the international effort to reduce greenhouse emissions; and

· are primarily technology focused, ensuring Australia’s global competitiveness is not harmed.

The Minerals Council agrees with the Commonwealth Government that the Kyoto Protocol, as currently constructed, cannot be ratified by Australia because it does not represent a comprehensive solution.  

We also support the Federal Opposition’s position of October 2001, when it declared that in addressing climate change Australia’s position should be “driven by a realistic appraisal of Australia’s unique situation, and a determination that measures taken will be overwhelmingly positive for the economy and the nation”.

Unfortunately, the Kyoto Protocol:

· only covers some 30 per cent of the world’s current greenhouse gas emissions;
– 
currently of the top 21 ‘world emitters’ (which together accounted for about 80 per cent of global emissions in 1996), only five (Japan, the European Union, Canada, Ukraine and Poland) have accepted binding emissions caps – and it is not clear that they are all on track to meet their commitments (refer to Table 1);

· is projected to stem growth of emissions by only around one per cent on first commitment period targets 

– 
Australia is committed to meet its net 108 per cent of 1990 emissions by 2012 obligation even though the Federal Government has said it will not ratify the Protocol unless it is demonstrated to be in the national interest.  Australia’s contribution to global emissions reduction can only be very small given Australia currently accounts for around 1.3 per cent of global emissions;

· provides no detail on any second or subsequent commitment periods beyond 2012; nor certainty in any binding rules or institutional arrangements for the three so-called 'flexibility mechanisms' – Global Emissions Trading, Joint Implementation (JI) and Clean Development Mechanism (CDM); 

· provides no clear pathway for developing countries to participate.  This, together with the absence of the USA means there are risks for a country such as Australia burdening its own industry with costs our competitors do not face; and

· fails the test of sponsoring significant business opportunities in new technologies and renewable energies. 

Alan Oxley of International Trade Strategies was commissioned jointly by the Minerals Council of Australia and Business Council of Australia to assess the impact of non-ratification on opportunities for Australian business particularly under the three flexibility mechanisms mentioned above.

Based on the conclusions of this independent research: 
(a) the Protocol creates a climate of “low compliance, low trade and investment incentives” in the “flexibility mechanisms”, which will make it highly unlikely that Australian business will be disadvantaged by non-ratification;

(b) assertions that ratifying the Kyoto Protocol would create significant business opportunities for Australian companies participating in the Protocol’s “flexibility mechanisms” are highly speculative and overstated;

(c) ratification or not, there is nothing in the Kyoto rules to prevent Australian companies accessing the various “flexibility mechanisms”, subject to the resolution of some operational issues.

The Kyoto Protocol has become a factor of international trade and economic policy where some countries could be advantaged to the competitive disadvantage of others – notably, Australia, which is one of the few developed economies that is a net exporter of energy to, largely, non-Annex 1 countries (ie, those without binding emission reduction commitments under the Protocol). To this extent it is fundamentally flawed.  This focus on trade and economic politics thus compromises realisation of real and lasting environment outcomes.

4.
THE MINERALS COUNCIL OF AUSTRALIA: GREENHOUSE POLICY AND STRATEGY

4.1
Greenhouse gas emissions and the Australian minerals industry

According to the Australian Greenhouse Office, the greenhouse gas emissions directly related to the Australian minerals industry in 2000 were about 42.3 million tonnes (Mt) of carbon dioxide (CO2) equivalent (CO2‑e), representing about 8 per cent of Australia’s total greenhouse emissions.  This estimate is based on the aggregation of the estimated emissions set out in Table 2.  An additional 10 per cent of emissions result indirectly through purchased coal fired electricity used in mining and minerals processing activities.

Table 1:  Global greenhouse gas emissions by country, 1990 and 1996

	Country/Region
	1990

Emissions
	1996

Emissions
	% of Global Total

(1996)

	  GLOBAL TOTAL
	
	
	 

	   US
	4 823 982
	5 300 991
	22.0%

	   China
	2 401 741
	3 636 541
	15.2%

	   Major EU Emitters*
	n/a
	2 570 904
	10.7%

	   Russian Federation
	 n/a
	1 579 514
	6.6%

	   Japan
	1 070 665
	1 167 666
	4.8%

	   India
	675 261
	997 385
	4.2%

	   Canada
	409 628
	409 353
	1.7%

	   Korea (south)
	241 179
	408 060
	1.7%

	   Ukraine
	 n/a
	397 291
	1.6%

	   Poland
	347 585
	356 782
	1.5%

	   Mexico
	294 974
	348 106
	1.5%

	   Australia
	266 010
	306 633
	1.3%

	   South Africa
	291 108
	292 746
	1.2%

	   Brazil
	202 612
	273 371
	1.1%

	   Saudi Arabia
	177 096
	267 831
	1.1%

	   Iran
	212 354
	266 662
	1.1%

	   Thailand
	95 740
	205 360
	0.9%

	   Turkey
	143 819
	178 342
	0.7%

	   Venezuela
	113 569
	144 501
	0.6%

	   Argentina
	109 729
	129 852
	0.5%

	   Malaysia
	55 279
	119 069
	0.5%

	  Total
	 22,361,392
	 23,881,952
	80.5%


Source: 
World Resources Institute database (http://earthtrends.wri.org/datatables/index.cfm?theme=3&CFID=330588&CFTOKEN=90684423>http://earthtrends.wri.org/datatables/index.cfm?theme=3&CFID=330588&CFTOKEN=90684423).  Verifiable data post 1996 is not available for all nations and all greenhouse gases.
Note:
Major European Union emitters include Germany (3.6% of global total), UK (2.3%), Italy (1.7%), France (1.5%), Spain (1.0%) and the Netherlands (0.6%).
Table 2:  Direct greenhouse gas emissions by sector in the Australian minerals industry, 2000

	Source categories
	Total Greenhouse emissions
	Share of total Australian emissions

	
	(Mt of CO2‑e)
	(per cent)

	Coal mining
	19.91
	3.72

	Coke and briquettes
	1.27
	0.24

	Non-energy mining
	4.03
	0.75

	Non-ferrous metals
	17.07
	3.19

	Total


	42.28
	7.90

	Other mineral products sub-sectors:
	
	

	
Iron and Steel
	12.78
	2.39

	
Cement production
	3.40
	0.63

	
Lime production
	0.85
	0.16

	
Lime and dolomite use
	0.90
	0.17

	
Soda ash
	0.06
	0.01

	Total
	60.26
	11.26


Source: 
Australian Greenhouse Office (2002), National Greenhouse Gas Inventory (NGGI) 2000.

Note:
The Minerals Council of Australia does not represent iron and steel or the oil and gas industries in Australia.  The “minerals products” sector of the NGGI includes cement, lime/dolomite production and use and soda ash, which are not included in the Council’s definition of the minerals sector.
4.2
Moving beyond the Kyoto Protocol: responding to the challenges of climate change

The MCA recognises the challenges faced by the Government in developing a sustainable climate change strategy that contributes constructively to remedy global warming whilst simultaneously protecting Australia’s national interests.

The Government has agreed to consult with industry in developing climate change responses.  The MCA supports an effective dialogue with government in determining a suite of policies and strategies for greenhouse gas emissions abatement and adaptation in Australia that:

· are demonstratively effective;

· are part of a global solution;

· provide a focus on technology;

· maintain Australia’s international competitiveness and particularly our capacity to capitalise on our natural comparative advantages in energy endowment, both renewable and non‑renewable; and

· provide real business opportunities. 

The Minerals Council supports the Federal Government’s determination that it is not in Australia’s interests to ratify the Kyoto Protocol at this stage.  In determining this, the Government has had regard to the Protocol’s ability to meet the test of fundamental principles for a globally effective solution to managing climate change and maintaining industry competitiveness.

The Minerals Council also supports the Commonwealth Government position that it will meet the intention of Australia’s international commitments (to a net 108 per cent of 1990 emission levels over the 2008-12 first commitment period) but in a manner that will deliver real greenhouse gas emissions abatement, that does not undermine Australian industry’s competitiveness and promotes real business opportunities.

The MCA recognises the challenges faced by the Federal Government in developing a sustainable climate change strategy that contributes constructively to remedy global warming whilst simultaneously protecting the vulnerability of Australia’s energy intensive, trade exposed industries – both export and import competing.

The MCA concurs with the Government’s view that there is great scope in promoting cost effective actions to reduce greenhouse gas emissions without undermining Australian industry’s competitiveness and in meeting the net 108 per cent target.  In fact, despite strong economic growth since 1990, Australia is on track to meet its international commitments regardless of the fact that it has not ratified the Kyoto Protocol.
The MCA opposes a carbon tax which is a blunt, indiscriminate tool in the circumstances, and considers that it is premature to be making any decisions, including in-principle decisions, to proceed with broad, market-based measures, and specifically emissions trading.

The MCA considers carbon price signals are not necessary in the first commitment period to encouraging industry to adopt improved eco‑efficiency and energy efficiency practices, nor for the acceleration of the technical research required to lower the cost of GHG emission friendly technology.  

4.3
The key role of technology

The minerals industry considers technology to be the key to achieving consistent large‑scale emission reductions.

To this end the industry is engaged in:

· several dedicated Cooperative Research Centres (CRCs):

-
the CRC for Clean Power from Lignite
 (which has as its main objective the development of technologies to reduce greenhouse gas emissions from lignite‑fired power stations while enhancing Australia’s international competitiveness from low cost energy);

-
the CRC for Coal in Sustainable Development
 (which aims to optimise the contribution of coal to a sustainable future); and

-
the CRC for Greenhouse Gas Technologies
 (which researches the logistic, technical, financial and environmental issues of storing industrial carbon dioxide emissions in deep geological formations);

· the COAL21 Program
 for reducing emissions from the use of coal in electric power generation:

-
initiated by the Australian Coal Industry, COAL21 is a program aimed at fully realising the potential of advanced technologies to reduce or eliminate greenhouse gas emissions associated with the use of coal.  The program will also explore coal’s role as a primary source of hydrogen to power the hydrogen-based economy of the future.  The program is a collaborative partnership between Federal and State governments, the coal and electricity generation industries and the research community;
· the Carbon Sequestration Leadership Forum,
 which is a global initiative that brings fifteen countries, including Australia, together to develop sequestration as a practical and sustainable greenhouse solution;
· the International Partnership for the Hydrogen Economy (IPHE), which brings together fifteen countries (and the European Commission), and includes Australia,  in a partnership that seeks to be a vehicle to organise and implement effective, efficient and focussed research, development, demonstration and commercial utilisation activities related to hydrogen and fuel cell technologies; and

· Climate Action Partnership.
  The US/Australia is the first of these Partnerships and aims to foster the exchange of scientific expertise, technology and innovation between the Australian and US business and science communities.  Australia is seeking to develop other bilateral climate change partnerships with Japan, Canada, New Zealand, China and the European Union.

This stands to build on the Australian minerals industry’s proactive, voluntary response to improving energy efficiency, reducing greenhouse gas emissions per unit of output and in developing a solid platform for the future in a Research and Development program of new technologies for cleaner production and prospectively zero or near zero emissions.  

There is a broad range of technology options available to contribute to lower emissions.  These include:

· increasing thermal efficiency of existing fossil fuel technologies;

· improved technology in conventional coal-fired power stations for base load supply with improved integration of gas for electricity peak demand;

· improved and greater uptake of co-generation opportunities to capture waste heat;

· improved demand management of energy use in energy intensive operations to improve energy efficiency and conservation;

· developing alternative fuels;

· opportunities for renewable electricity, mainly through wind and solar options;

· clean coal technologies including gasification (with CO2 capture and sequestration).

Clean coal technologies

This term typically encompasses a suite of components such as improved coal preparation; improving thermal efficiency to reduce the amount of coal consumed per unit of energy produced; combustion processes that yield lower emissions of pollutants at a given level of efficiency; use of supercritical steam process technology, etc.  All of these advances can make a contribution towards the cleaner use of coal, and a number of research and demonstration programs exist to pursue these important incremental gains.

Coal gasification technology 

This technology aims to produce a concentrated and high-pressure stream of CO2 that greatly reduces the cost of capture and storage. 

Gasified coal can be used in combined cycle electricity generation plant in the same way as natural gas.  These Integrated Gasification Combined Cycle (IGCC) plants have other advantages including high efficiency – and so lower greenhouse emissions – and also extremely low levels of other emissions such as NOx, SOx, and particulates. 

Gasification technology has been proven and commercialised in a number of other applications, eg in chemical manufacturing.  Gasification of oil refinery by-products has been widely employed since the mid 1980s.  In electricity generation, although a number of IGCC plants have been built since the 1980s, there has been little commercial imperative to improve their performance and cost-effectiveness until now. That is now changing and IGCC is becoming increasingly competitive with natural gas and conventional coal-fired technology as well as renewable options. 

More research is needed on the application of known gasification technologies to coal-fired power generation to simplify design, operation and improve its commercial potential.

CO2 capture using current power station technology is expensive.  However, there is increasing confidence in the potential for clean coal technologies, specifically coal gasification coupled with CO2 capture and geological sequestration, to reduce or eliminate emissions from power stations.  Most individual components of the required technologies have been proven in different applications, hence the chances are high of successful application of applied research and demonstration in the power sector.  While final outcomes cannot be guaranteed, it is considered a realistic objective that within 10‑15 years, zero emissions coal-fired power could be within commercial reach.

· Coal gasification and combined cycle power generation allow near zero-emissions electricity generation from coal.  Capture of a concentrated CO2  gas stream is much less costly;

· All other air emissions are virtually eliminated; and

· It provides a link to the energy future through hydrogen production.

An example of the kind of developments taking place is FutureGen – a US Department of Energy initiative that aims to install a large gasification power station with integrated hydrogen production, carbon capture and storage as a prototype demonstration of zero emission coal fired technologies.

Hydrogen Economy – implications

The US Government has committed US$1.7 billion over five years to fund the development of cost‑effective technologies and infrastructure to produce, store and distribute hydrogen, mainly for vehicle fuel cells but also for some electricity generation areas.

This will have a significant impact on the demand for minerals:

Currently methane-steam reforming produces the bulk of the 50 Mt of hydrogen that is consumed annually.  In this process, natural gas and water react in the presence of a nickel catalyst to produce hydrogen and carbon dioxide.

In addition, around 18 per cent of hydrogen is currently produced from coal.  The process involves the reaction of coal, steam and oxygen (or air) under high temperatures and pressures.  The coal decomposes to produce a gaseous mixture from which around 99 per cent of the sulphur and other pollutants are removed, and the hydrogen is then separated from the cleaned gases.  A major advantage of this process over conventional coal combustion is that the carbon dioxide produced during the process forms a concentrated stream, which can be more cost-effectively handled and sequestered, rather than being diluted in a large volume of flue gas.

The widespread adoption of coal gasification to produce hydrogen could also significantly reduce the impact of coal use in terms of ‘greenhouse gas’ emissions compared with conventional coal-fired generating capacity.  If the gasfitter is only used to produce hydrogen for transport use during electricity off-peak hours, the hydrogen produced by the gasfitter in peak hours could be used to fire a gas turbine, the exhaust gases from which could be used to raise steam which in turn would drive a steam turbine.  Both turbines could generate electricity.  The US Department of Energy estimates that such a combined-cycle plant can boost energy efficiencies of coal use from the 33-35 per cent of a conventional coal-fired power station to 45-50 per cent in the short term, and potentially to around 60 per cent in the longer term.

In the short to medium term, and given the opposition of the general public to nuclear power and the high cost of constructing new nuclear plants, it would seem likely that coal will be the primary energy-sector beneficiary of a move to hydrogen.

The development of a hydrogen economy, by providing an effective means of storing off-peak energy, could also significantly alter the economics of power generation.

5.
RECOMMENDATIONS

The Minerals Council of Australia therefore recommends the Committee 

· recommend that the Senate not support the Kyoto Protocol Ratification Bill 2003 [No. 2];

· accept that global policies and strategies for managing climate change should:

· involve sustainable global action to reduce greenhouse gas emissions which is consistent with the United Nations Framework Convention on Climate Change and its ultimate objective of stabilisation of greenhouse gas concentration in the atmosphere at a level that:

(a) would prevent dangerous anthropogenic interference with the climate system;

(b) accepts that the time frame involved may require some adaptation of ecosystems to climate change;

(c) would ensure that food production is not threatened;

(d) enables economic development to proceed in a sustainable manner;

(e) is in accordance with common, but nationally differentiated responsibilities and respective capacities; and

(g) distributes the burden equitably across the international community;

· take a medium (to 2012) and long term perspective;

· be consistent:

(a) across Australia (i.e. across state, territory and federal governments) to ensure their policies do not distort investment flows and create barriers to trade between States/Territories;

(b) with Australia’s overall economic policy of achieving high levels of sustainable economic growth; and

(c) with other national policy aspirations including:  population growth, international trade and investment, energy supply and demand, regional development and environmental and social responsibility;

· be cost-effective through:

(a) developing cost-effective actions that enhances Australian industry’s competitiveness and promotes business opportunities in a way that does not expose Australian industry to costs its competitors do not face;

(b) promoting investment in eco-efficiency;

(c) adopting commercially feasible greenhouse gas abatement options;

(d) promoting continuous improvements by utilising as soon as commercially practicable new best practice greenhouse adaptation and abatement technologies; and

(e) promoting relevant R&D/technology and sustainable industry development;

· not discriminate between particular projects and locations and between existing and new entrants;

· not disadvantage “early movers” in Australian industry that have implemented greenhouse gas abatement measures; 

· be trade and investment neutral in a way that does not expose Australian industry to costs its competitors do not face; 

· be size and ownership neutral regarding positions reached;

· address all greenhouse gases, all emission sources and sinks and recognise the need for developing a full suite of strategies including adaptation and abatement strategies;

· distribute equitably the cost burden of emission abatement and adaptation across the community, including providers of goods and services and consumers; and

· recognise the role of and need for governments to determine longer-term environmental standards, and for markets to be allowed to efficiently  allocate resources through use of appropriately designed, efficient market measures.

 ATTACHMENT A: BUSINESS COALITION FOR GREENHOUSE STRATEGY OBJECTIVES
AND PRINCIPLES FOR MANAGING CLIMATE CHANGE

OBJECTIVES

· Australia to contribute to global action, in managing climate change, to reduce greenhouse gas emissions and develop and promote adaptation measures.

· Australia to encourage the international community through global, bilateral and unilateral measures to pursue global action to reduce greenhouse gas emissions and adapt to the impacts of climate change.

· Australia to develop a strategic national framework for greenhouse gas emission abatement and adaptation, founded in high level principles of sustainable development
 and sound science, utilising advances in technology, recognising the interdependency of global trade and commerce, and underscoring the critical necessity for the internationalisation of effective abatement measures and commitments. 

PRINCIPLES

In accordance with the 1992 Rio Declaration, there is sufficient scientific evidence to be concerned at the impacts of anthropogenic greenhouse gas emissions on the world’s climate system although it is recognised that there are uncertainties in the science of climate change.  The science of global warming needs to be continuously reviewed and evaluated.

Australia’s strategic national framework for greenhouse gas emission abatement and adaptation, in managing climate change in a global context, to be founded in the following high-level principles:

(a)
Internationalisation: pursue global action to reduce greenhouse gas emissions which is consistent with the United Nations Framework Convention on Climate Change and its ultimate objective of stabilisation of greenhouse gas concentration in the atmosphere at a level that:

· would prevent dangerous anthropogenic interference with the climate system;

· is within a time frame sufficient to allow ecosystems to adapt to climate change;

· would ensure that food production is not threatened;

· enables economic development to proceed in a sustainable manner;

· is in accordance with common, but nationally differentiated responsibilities and respective capacities; and

· distributes the burden equitably across the international community.

(b) Certainty: take a medium (to 2012) and long-term perspective (say, 2030).
(c) Consistency: be consistent:
· across state, territory and federal governments to ensure their policies do not distort investment flows and create barriers to trade between States/Territories;

· with Australia’s overall economic policy of achieving high levels of sustainable economic growth; and

· with other national policy aspirations including:  population growth, international trade and investment, energy supply and demand, regional development and environmental and social responsibility.

(d) Cost effective:
· develop cost effective actions that enhances Australian industry’s competitiveness and promotes business opportunities in a way that does not expose Australian industry to costs its competitors do not face;

· promote investment in eco-efficiency;

· adopt commercially feasible greenhouse gas abatement options;

· promote continuous improvements by utilising as soon as commercially practicable new best practice greenhouse adaptation and abatement technologies; and

· promote relevant R&D/technology and sustainable industry development.

(e) Non-discriminatory:

· not discriminate between particular projects and locations and between existing and new entrants;

· not disadvantage “early movers” in Australian industry that have implemented greenhouse gas abatement measures; 

· be trade and investment neutral in a way that does not expose Australian industry to costs its competitors do not face; and

· be size and ownership neutral regarding positions reached.

(f) Comprehensive: address all greenhouse gases, all emission sources and sinks and recognise the need for developing a full suite of strategies including adaptation and abatement strategies. 
(g) Equitable: distribute equitably the cost burden of emission abatement and adaptation across the community, including providers of goods and services and consumers.
(h) Market measures:  

· be based as far as is practicable on appropriately designed market measures - such measures provide a more economically efficient and least costly means of achieving abatement and adaptation goals; and

· greenhouse business programs should be evaluated in a framework of market failure principles with:

· interventions justified on market failure grounds (such as to promote R&D) aimed at improving the efficiency of competitive markets; and

· interventions that constrain industry development - such as taxes (including the equivalent cost under emissions trading) on business inputs - being evaluated against the same market failure principles.

The following lists those organisations that adopted the principles and were prepared to have the name of their organisation accordingly represented:

· Australian Chamber of Commerce and Industry

· Australian Eco Generation Association

· Australian  Electrical and Electronic Manufacturers’ Association

· Australian Industry Group

· Australian Institute of Petroleum

· Australian Institute of Refrigeration, Air Conditioning & Heating

· Australian Liquefied Petroleum Gas Association

· Business Council of Australia

· Environment Business Australia

· Institute of Actuaries of Australia

· Institute of Chartered Accountants in Australia

· Minerals Council of Australia

· National Association of Forest Industries

· Plastics and Chemicals Industries Association

· Property Council of Australia

· Sustainable Energy Industry Association

· Electricity Supply Association of Australia Limited










� The full text of this speech is available at � HYPERLINK "http://www.deh.gov.au/minister/env/2003/sp16jul03.html" ��http://www.deh.gov.au/minister/env/2003/sp16jul03.html�.


� Full details of these CRCs can be found at � HYPERLINK "https://www.crc.gov.au" ��https://www.crc.gov.au�.


� For further details see � HYPERLINK "http://www.cleanpower.com.au/" ��http://www.cleanpower.com.au/�.


� For further details see � HYPERLINK "http://www.ccsd.biz/" ��http://www.ccsd.biz/�.


� For further details see � HYPERLINK "http://www.co2crc.com.au/" ��http://www.co2crc.com.au/�.


� For further details on COAL 21 see � HYPERLINK "http://www.coal21.com.au/index.php" ��http://www.coal21.com.au/index.php�.


� Further details on the Carbon Sequestration Leadership Forum can be found at � HYPERLINK "http://www.fe.doe.gov/programs/sequestration/cslf/" ��http://www.fe.doe.gov/programs/sequestration/cslf/�.


� Further details on Climate Action Partnerships can be found at � HYPERLINK "http://www.greenhouse.gov.au/international/cap.html" ��http://www.greenhouse.gov.au/international/cap.html�.


� See the US Department of Energy website at � HYPERLINK "http://www.energy.gov" ��www.energy.gov� for further details.


� “The Hydrogen Economy – Implications for Mining”, Mining Journal, London, February 28, 2003, pp144-45.


� Sustainable development – defined in terms of the Bruntland Commission – “meets the needs of the present without compromising the ability of future generations to meet their own needs” – and developed around the three pillars of economic progress, social responsibility and environmental management.


� Eco-efficiency is a strategy for the management of a company’s environmental aspects.  Eco-efficiency involves using environmental resources more efficiently in production processes. It means reducing, where possible, resource use, waste and pollution per unit of production and, as such, is as much about economic efficiency of operations as it is about environmental performance.


� Government intervention to correct market failure is not considered discriminatory.








