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Managing the climate transition 

Finding 3.1 
Sound climate policy is part of Australia’s contribution to global efforts to contain the 
long-run costs of climate change 

Having committed to a 2050 Net Zero Emissions Target, and an interim target of 43 per cent below 2005 
emissions levels by 2030, the economic costs of that contribution to global abatement would be minimised 
by taking a least-cost approach to emissions reductions. This would be complemented by multilateral 
oversight of the contributions of other nations. 

 

Finding 3.2 
Assistance that is neutral between sectors and avoids the automatic defence of sunk-cost 
investments 

Transitional assistance for businesses and individuals facing hardship in climate-exposed sectors will be 
generally supportive of ongoing productivity growth if it is neutral as to which industries and regions that 
recipients choose to transition into. This would support households and businesses to make their own 
judgements about which sectors and regions they are best placed to transition into.  

Scarce capital should continue to be allocated to its most productive use when making adaptation-related 
investment decisions. Automatic prioritisation of defending defence of sunk costs investments in climate-
exposed areas, over rebuilding infrastructure in less climate-exposed areas, would likely drive capital 
misallocation over time, weighing on productivity growth, and raising long-run adaptation costs. Analysis of 
the broad costs and benefits of either option can help inform decision making. 

 

Finding 3.3 
Transferring the cost of climate-risk reduction measures for specific developments to the 
broader community can encourage excessive risk-taking 

Incorporating climate risk reduction and response costs into the costs of commercial and residential 
developments could help planning authorities avoid excessive risk taking. It could also help ensure that 
remaining risks were borne knowingly.  
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Finding 3.4 
An efficient abatement path prioritises least cost abatement options before higher 
cost abatement options are pursued 

Setting a long-run emissions target does not mean that all emissions sources need to be reduced at the 
same time. Pursuing low-cost abatement options before proceeding to higher cost options provides time 
for innovation to reduce the cost of those higher costs options before they need to be pursued. Broad-
based emissions pricing schemes can be an efficient way of ordering abatement actions in this way.  

 

Finding 3.5 
The public policy case for special treatment of Emissions Intensive Trade Exposed 
Industries (EITEIs) under the Safeguard Mechanism is not clear 

Fears of ‘carbon-leakage’ commonly lead to EITEIs receiving some proportion of their emissions permits 
for free in countries with emissions trading schemes. However, the Safeguard Mechanism is already a 
100 per cent free permit system in so far as covered facilities are not required to pay for any emissions 
underneath their benchmark. Any special treatment of EITEIs under the Safeguard Mechanism should 
weigh the risks of carbon leakage against the additional costs of transferring additional abatement 
burdens to non-EITEI facilities and their consumers. 

 

Finding 3.6 
Reforms could move Australia toward a lower cost approach to abatement with reduced 
adverse impacts on productivity 

Australia’s current suite of implicit carbon prices is an inefficient approach to climate policy. The Australian 
experience with carbon pricing has resulted in a suite of alternative policies that impose a wide range 
of indirect carbon prices on the economy. Reforming Australia’s Safeguard Mechanism to broaden its 
application across the economy and allow transferability of emissions between emissions sources could 
allow Australia to transition away from higher cost measures.  

Recognising offsets that are not additional, measurable, and permanent, will weigh on the effectiveness of 
the Safeguard Mechanism, and increase the cost of emissions abatement in Australia. 

 

Finding 3.7 
Policy coordination between the Commonwealth and the States will increase the efficiency 
of Australian emissions abatement  

Maximising the efficiency of Australian emissions abatement requires that Commonwealth, State, and local 
governments take a coordinated approach to policy development. Good practice would include stipulating 
whether existing or proposed policies are ‘complementary measures’ or whether they are intended to drive 
abatement in facilities and sectors not covered by the Safeguard Mechanism. The expected implicit carbon 
price of these policy measures should be independently estimated and made public. 
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Finding 2.2 
Reforming bargaining matters 

The capacity to include clauses in agreements that restrict technologies and beneficial work practices is, 
on its face, counter to productivity and makes agreements a less attractive model for workplace 
bargaining. There are several possible mechanisms that could be used to address the costs posed by 
such clauses, however, any such mechanism should reflect the need for bargaining to be mutually 
beneficial. 

 

Finding 2.3 
Digital platforms appear to be expanding quickly, but data is limited 

Platform work is rapidly expanding, but poorly defined. There is a lack of publicly available data on the 
size of the digital platform workforce and the characteristics of its workers. What statistics are available 
have limitations, with sample sizes and/or are from interested parties that do not provide the underlying 
data. The lack of data is an impediment to definitive conclusions about the sector. 

 

Finding 2.4 
Platform business models are efficiency-enhancing 

By improving the matching of services to consumers, consumer choice, competition, and the quality and 
variety of available services, platform-based work can contribute to productivity growth. 

People choose to engage in platform-based work for different reasons, including: 

• low barriers to entry where workers have difficulty getting jobs in the formal labour market — some 
workers use platform work as their main source of income 

• autonomy over hours of work — some workers find that attractive pay rates are available for short 
durations of peak demand, or through multi-apping, or as a supplement to their main source of income 

• choice in tasks where platforms have less control over the type of tasks completed by a worker. 

 

Finding 2.5 
There would be costs in shoehorning platform work into other categories 

Categorising platform workers as employees would remove key benefits to both efficiency and flexibility 
for workers. Many platform-based occupations are a direct extension of existing independent contracting 
arrangements, which can involve relatively high rates of pay.  

Other platforms offer pay rates close to, or under, the National Minimum Wage. Workers who rely heavily 
on these forms of work as a major source of income often face poor job prospects for reasons that would, 
in many cases, be better addressed directly.  






