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MR WEICKHARDT: Good morning, ladies and gentlemen. Welcome to the
public hearings for the Productivity Commission inquiry into waste generation and
resource efficiency. My nameis Phillip Weickhardt and | am the presiding
commissioner on thisinquiry. Theinquiry started with areference from the
Australian government on 20 October 2005. The inquiry will examine waysin
which waste management policies can be improved to achieve better economic,
environmental and social outcomes. Theinquiry covers solid waste, and more
specifically the issues associated with municipal, commercial, industrial,
construction and demolition wastes.

We're grateful to the many organisations and individuals who have already
participated in the inquiry. The purpose of these hearingsis to provide an
opportunity for interested parties to discuss their submissions and their views on the
public record. We released the draft report on 23 May 2006 and have received a
number of submissions on the draft report. We have already held hearingsin Perth,
Brisbane and Sydney and by the end of next week hearings will also have been
completed in Melbourne.

After considering all the evidence presented at the hearings and in submissions,
aswell as other relevant information, afinal report will be forwarded to government
in October 2006. Participantsin the inquiry will automatically receive a copy of the
final report. We like to conduct all hearingsin areasonably informal manner but |
remind participants that afull transcript is being taken. For this reason comments
from the floor cannot be taken but at the end of the proceedings for the day | will
provide an opportunity for anyone wishing to do so to make a brief presentation.

Participants are not required to take an oath but are required under the
Productivity Commission Act to be truthful in their remarks. Participants are
welcome to comment on the issues raised in other submissions or by other speakers
here today. A transcript will be made available to participants and will be available
from the commission's web site following the hearings. Copies may also be
purchased using an order form available from staff here today. Submissions are also
available on the web site or by order form.

To comply with the requirements in the Commonwealth occupational health
and safety legislation | draw your attention to the fire exits, evacuation procedures
and assembly points. Thefire exit is straight out this door behind most of you and to
theright and I'm told that if there is a need to evacuate afire warden will arrive here
and direct us to the appropriate location. Can | ask the audience to please turn their
mobile phones off or to turn them to silent. | would now like to welcome DEH as
our first participant. For the transcript perhaps you would just identify yourself and
the capacity in which you're appearing.

MSHARWOOD: Mary Harwood, first assistant secretary, environmental quality
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division.

MR BAINTON: Paul Bainton, director, environmental stewardship team,
environment quality division.

MSAYLIFFE: Lyndon Ayliffe, assistant secretary, environment standards
arranging, environment quality division.

MS CHONG: Joanne Chong, assistant director, environmental economics unit,
policy coordination division.

MR WEICKHARDT: Thank you very much indeed and thank you for your
submission which you should assume we have read with great interest. 'Y ou might
like to make some introductory remarks and you should assume that we have got lots
of questions.

MSHARWOOD: Yes. | will just make some brief remarks about the sort of
character of our submission. Your report covers anumber of areas that are outside
our jurisdiction and our submission focuses on some four main areas of national
concern where we think the report could be strengthened before it'sfinalised. Firstly,
the role of the Australian government. We think the commission could acknowledge
the value of national leadership on waste issues of national significance and we asked
the commission to give greater attention to the role that the Australian government
should play on waste management iSsues.

Also there's already substantial machinery in place for policy making on
national waste issues. There's rigorous work to clarify the problems being addressed.
The regulatory impact statement process involves detailed cost benefit analysis and
also there's awhole of government process for approval before any recommended
action moves forward. Soin our view for nationally significant waste issues a
harmonised approach provides greater benefits than disparate approaches taken in
different jurisdictions. We think perhaps the report could acknowledge more that
industry isitself seeking harmonised action on many issues and industry including
the waste management industry thinks in terms of national markets and has called for
greater coordination of waste policies.

The second areais the value of product stewardship. Product stewardship
allows al partiesto look at the life cycle impacts of a product along the supply chain.
This allows us to define the nature of the problem and better understand the options
for and the impacts of possible solutions. Product stewardship allows usto
determine responsibilities for action in the most appropriate and efficient way.
Co-regulatory product stewardship arrangements devel oped according to best
practice policy guidelines can deliver economic and environmental benefitsin a
wider range of applications than those suggested by the commission in the draft
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report. These arrangements allow for innovation, flexibility and market efficiencies
while addressing the problem of freeriders.

In pursuing product stewardship we don't claim that the governments know the
best way to fix waste management problems. Indeed, the concept of product
stewardship relies on bringing together all of the affected parties, both government
and industry, to work together to devel op the best solutions.

The third areathat our submission coversis the difficulty in measuring
environmental costs and benefits and the implications for cost of benefit analysis and
for policy making. The essence of our concern is that economic costs and benefits
are relatively easy to quantify in dollar terms but environmental benefits from action
or the costs of inaction are difficult to quantify in dollar terms. how should we value
services as amenity and biodiversity? How should we value the community's desire
to do something as well?

Traditional cost benefit analysis can show an inherent bias towards inaction on
environmental issues. The things that are easily measured are given greater weight
in decision-making. The commission could usefully highlight the role the Australian
government can play in developing better nationally agreed methodology. Also a
precautionary approach is needed when considering the potential risks associated
with waste streams. It's entirely proper for the government to identify and address
possible risks to the environment and to future generations.

The fourth areathat our submission coversis the scope of waste policy. Inthis
it'sreally perhaps just subtle differences of presentation in our view and that
presented in the report as to what the scope of waste policy covers. Our product life
cycle linkages mean upstream interventions can be legitimate and appropriate for
achieving downstream outcomes. We don't argue that waste policy should be used as
apanaceafor the world'sills. Clearly there are more appropriate ways of targeting
upstream impacts such as greenhouse or inefficient patterns of material, water and
energy use but we do argue that policy makers can legitimately consider
interventions at various points in the product life cycle in order to reduce adverse
disposal impacts. Also measures which target waste impacts can lead to benefits
upstream.

Most waste thinking is about far more than what goes in the garbage truck to
the local tip. Waste managers today look through awider prism. They may look
upstream to optimise the design of products and consider replacing problematic
components with less hazardous ones. Waste managers also have to deal with
increasingly complicated materials such as electronic waste in increasing quantities.
We need to be smarter about the nature of such products and encourage products and
materials that tread more likely on human health, the landscape and the economy.
Also in this area there's a strong need to better inform communities than to lift the
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level of debate on waste issues and your report acknowledges this. Thiswill help
achieve better policy outcomes. Good policy requires good information and that's
another area where we think you could highlight the role for the Australian
government so we look forward to discussing al these issues with you.

MR WEICKHARDT: Good. Thank you very much indeed. Let's start at that
point which is, it seemsto me, afairly critical one and that is the issue of community
concerns. Clearly they need to be taken into consideration but | would support your
viewpoint that the community concerns need to be shaped by factual sort of debate.
It appears that in some cases we have examples where politicians react to perceived
community concerns in some cases fanned by NGOs or by what somebody in the
Sydney hearings described as policy envy here from actions taken overseas
supposedly in response to community concerns and yet in some cases the community
concern is not necessarily shaped by what some observers would claim as atotally
rational debate.

Events in Toowoomba over the weekend would suggest that sometimes fear
campaigns, scare campaigns, can give rise to acommunity reaction that other
analysts would suggest is not necessarily rational. | think your discussion or your
comments in your submission around the energy from waste debate is another area
where despite all sorts of input, most communities react adversely to the thought
about any form of energy for waste facility in their backyard.

| think we've seen the same phenomena around the area of Product
Stewardship campaigns which get a momentum and it's unclear in some cases what
the real objective behind the Product Stewardship campaign is. What the red
concern is - can you give me any insight as to how you think some form of early
informed debate could better be stimulated before politicians and regulators start
reaching for regulatory responses so that they're not reacting to a community concern
that's uninformed by the debate and the analysis of the facts.

MSHARWOOD: The essenceis having access to good information about the
issues at hand. In the process for identifying issues of national significancein
Australiathere iswork in the early stages to look at the character of the impact of the
waste and to gather better information about that. That sort of pursuit of a better
information base characterises the policy development process. But the fact isfor
many of these areas the information base is poor. Soit'sreally - the better the
information about the actual character of hazard or risk, and also the actual
machinery of the production life cycle and the way in which it works, the better
understanding of those things the more likely you are to come up with an effective
solution that's well targeted and cost efficient and that also is going to gain broader
agreement for sort of working in the real world.

MR WEICKHARDT: So what actions do you think the federal government could
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take in aleadership role here to both generate the facts - because often it seems that
in these examples where Product Stewardship campaigns get ahead of steam, or EPR
schemes get ahead of steam, that it's the industry who come back and sort of say,
"WEéll, here are the facts around this particular issue" and try to put some of the
counter argumentsin place, and not surprisingly members of the community say,
"WEéll, they've got a vested interest here,” so they're not seen as being independent.

MSHARWOOD: Isthereaparticular sector that - - -

MR WEICKHARDT: Let'stalk about the computer area, for example. It's still
unclear from what I've read - and | accept that that's alimited part of the total
literature that's been published here - it's still unclear to me what the real issueis of
concern that's requiring an intervention around computers. Some people would say
that it's all around aresource of recovery motivation. If so, I'm not sure why private
operators aren't, you know, sort of prepared to get involved in that. Otherssay it's
around the risk of toxic materials |eaching from these computersif they are disposed
of in landfill.

Again I've seen other people dispute that that'sarisk at all, and | haven't seen
very much analysis of examples where people have tried to ascertain whether thereis
areal risk here or not.

MSHARWOOD: | might start, but Paul can comment on this as well as he's been
involved in the devel opment of the scheme for computers. | mean, some of this
comes down to where you sit on the precautionary divide in terms of - or the
approach to precaution in addressing risks associated with these products. Thefact is
that the electronic waste stream - and computersin particular - is growing at, you
know, adramatic rate. The sheer volume of waste electrical productsisincreasing
faster than other waste streams.

Now, associated with those products are hazardous materials - there's a suite of
risks. If you put in sort of - last night | was looking this up on theweb and | put in
sort of "e-waste problems or hazards" or whatever, and a plethora of things will come
up with very structured, scientific descriptions of all the problems associated with
computer waste. Then there's the question of in awell-managed landfill can we be
sure that those in the longer term - that the problems associated with putting those
products into landfill will actually be contained in the longer term and the
groundwater leachate problems won't occur. let alonein not so well-managed
landfills of which we also have alarge number.

So there'sthat element. There'salso looking at if there is a problem associated
with this waste stream and it is growing very rapidly, isit not worth looking at the
lifecycle of production for computers to see are there ways that could result in those
problems being mitigated before they arise in the waste stream; like awillingness to
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look in the lifecycle - the production chain of that product? So the process of

looking for a- (a) the character of the problem on computers and for a solution is one
that sort of happensin tandem: looking to understand those risks better and then
looking to where the most effective way of addressing them might arise. | don't
know if Paul wantsto add to that.

MR WEICKHARDT: Canl just agree with you that obviously looking to see if
you can eliminate the problem upstream makes sense and one would hope that that
sort of activity takes place anyway, abeit that, you know, in most theatres of activity
one action has some other - not necessarily Newtonian equal and opposite reaction,
but it has some other reaction, and examples were quoted during the first round of
hearings of people wanting to eliminate lead from solder to eliminate the risk of lead
leaching out of products that were disposed, and then said, "Well, lead-free solder is
much more brittle and solder containing lead.” So it led to the early failure of much
more equipment.

So you have these sort of funny, perverse actions. | note with interest the
debate about the brominated flame retardants. In my youth | was actualy in the
plastics industry in Europe at the time that the industry was basically beaten over the
head with a large stick to introduce flame retardants into plastics because of fire
hazards. Now we have a problem in waste disposal. So | guess the idea of taking
early intervention is agood one, but the process of sort of considering whether or not
one action islikely to in totality give a better outcome is a pretty important one.

I'm just concerned that in some cases it would appear because of a sort of
concern that’s easy to inflame, action is being promoted without a thorough analysis
of all thefacts. | mean, most of us of our generation have heavy metal in our bodies:
mercury amalgam fillings. It's actually not arisk, but you say to people, "If | wanted
to get a scare campaign up against sort of mercury and heavy metalsin human
proximity, you could easily found that."

MSHARWOOD: But I think the processis more rigorous than you giveit credit
for in terms of the way it operatesin Australiain looking at managing these waste
streams; both in early stages but also if a scheme is being developed and you're at the
regulatory impact statement stage, there is avery thorough assessment of the
character of the problem and the options for dealing with it and their costs and
benefits. So within the constraints of the resources available to do that, but - so |
think that there is more rigour to the analysis than you say.

MR WEICKHARDT: Y oudo make that point in your submission and talk about
rigorous analysis and then point "within the available limitations of the data’. You
know, | think if you went along to the Therapeutic Goods Administration branch and
said, "We've analysed this drugs toxicity to 55 decibel points with the best computer,
but we only tested three patients’, they'd throw you out. But we're getting actions
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being promoted like the National Packaging Covenant for example with very limited
data and we're saying, "Well, within the limitations of that data we're doing rigorous
cost benefit analysis." | mean, forgive me, but | don't think it's possible to do
rigorous cost benefit analysis unless you've got fundamentally rigorous data to
support it.

MSHARWOOD: Butif there'saproblem identified and governments have agreed
to act on it or to see what action may be necessary, in the real world they have to
work with the data that exists and to seek - you know, they can commission work to
seek additional information to better understand the problem and that often happens
in these cases.

MR WEICKHARDT: | guessthat'swhere | started, and in terms of trying to sort
of understand what we might do we've got to recognise the political reality of where
we are today, but how can we in future, and how can the Commonwealth
government in future ensure that there is a factual base supporting some of this stuff
before it becomes part of an areathat's got political momentum and lots of emotional
concernsin the community?

MSHARWOOD: | mean, that's an interesting question in terms of for many of
these waste streams they're topical and you know controversial across the world. So
if thereiswork on them in Europe and America and action to address them, to some
extent that's going to have a powerful influence on community expectations and
attitudesin Australia. We can do our best to inform the debate with the real world
facts from Australia as we have them, but people have access to ample information
about the potential risks of these products and the schemes that others are
considering. So in the real world there's an abundance of information about these
product streams.

MR WEICKHARDT: It'sinteresting. We seem, bizarrely enough, to want to copy
and imitate perhaps some of the more perverse examples of European action. |

mean, you say 73 schemes under the electrical waste, you know, sort of area- isit
WEEE? Y et we disregard German experience or Swiss experience with energy from
waste, and we say, "Well, that's irrelevant. We wouldn't want to imitate that sort of
thing. The community here don't like that." So politicians seem to run amillion
miles when those sort of schemes come up, but politicians point at European
experience in some of these other areas and say, "We ought to have one of those
because Europe's got one."

MSHARWOOD: | suppose we're speaking from the point of view of the
bureaucrats doing the work on this stuff and assessing it. I'm not speaking for the
politicians as | understand it in their perceptions of the problem. But | think it's not
that ssmplein terms of - and | think there is a more considered and certainly a more
measured approach to dealing with these waste streams than rushing at overseas
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solutions and copying them. | mean, the slow pace of many of these schemesin
development is areflection of the fact that people are taking it in a considered way
and working with all the different interest groups to find out the character of the
problem and look for the most appropriate solution. But Paul might like to comment.

MR BAINTON: | guessfocusing on the energy from waste issue, there have been
attempts throughout the last 10, 20 years to try and introduce facilities. One of the
major problemsis that the communities may have felt that these have been imposed
on them. | guess the scheduled waste example of organochlorine wastes, that sort of
program, that was a very extensive community involvement program, management
plan development, and people did embrace aternative technol ogies through that
program. That was prompted by the attempt to try and place a high temperature
incinerator throughout Australia. The result of that program which involved broad
based community discussion, informed debate, did result in a community acceptance
of alternative technologies. 1'm not suggesting that we go to the same extent to deal
with energy from waste, but we could learn from that experience and | believe that
we may find greater acceptance of carefully managed energy capture technologies.

One of the other points1'd like to raiseis that we're not simply in Australia - | think
we're very fortunate in that we can see what's going on overseas and, yes, that hasits
downsidesin that it might push the community to actually want to follow suit, but we
have learnt from experience overseas. The packaging covenant's often much aligned
in many ways, but we did learn from what was happening overseas with the covenant
and the industry wanted something which was much more appropriate for Australia.
That's how we came around the table, we talked about the different approaches and,
yes, we didn't have the data upfront, but that was part of the negotiation process. It
wasn't possible in the first covenant to require comprehensive robust data because
that wasn't part of the negotiation process.

With computers - the other area | should say with the restriction of hazardous
substances, we're not looking to jump as quickly as may be implied along the track
that, in fact, many European countries are moving, but what we'retryingtodois
understand what's appropriate for Australia. What are the risks that we're dealing
with and what are the best ways of managing those risks. For example, many
countries overseas will be moving towards RoHS compliance, the restriction of
hazardous substances; will that be sufficient within Australia. Will the markets
respond to that, and if they don't respond what are the risks to Australians, not only
in well-managed urban landfills or around surrounding well-managed urban landfills
but beyond that into the remote and rural areas.

| think as a national government we have aresponsibility to look nationally, and |
think your first report, whilst it highlighted that well-managed landfills exist in the
major metropolitan areas, there is some need for improvement in some of the remote
areas. Sol'd just like to put those two examples of RoHS and the covenant on the
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table to say that we're not being reactive and simply following suit, we're trying to
find the best approach.

MR WEICKHARDT: Weéll, that sounds eminently sensible. | guess| was going
back to your comments about where can the Commonwealth have arole, and | was
really wanting to test with you whether you felt there was adequate funding and
adequate sort of research and adequate support for some sort of independent body to
act as adispenser or an analyser of factsin this arearather than just fanning
emotional fears. You know, could CSIRO play arole, for example, in thisareain
terms of analysing what some of therisks are in acredible way.

MSHARWOOD: | think there would be real value in a stronger base of research,
CSIRO or whoever, looking at both the physical risks like the actual character of the
risk associated with different waste streams, particularly for burgeoning waste
streams such electrical waste. Aswell asthat there's the area of just basic waste data
collection, like really understanding the character of the waste stream across
Australia, and also work on the methodol ogies for assessing or quantifying the
environmental costs and benefits of both inaction and action so to be better able to.
It's easy to work out what it is going to cost industry to do something, or relatively
easy, but it's not easy to quantify in economic terms the downstream impact of
sending millions of tonnes of stuff to landfill across arange of landfill standardsin
Australia and, sort of, how to work out what is the real risk associated with those
streams and then what is the real benefit derived from acting in different ways on that
stream.

MR BAINTON: | think thisisagood example. We use CSIRO to do some end of
life impacts on PVC. | think it's important not to lock into one particular service
provider, we need to test the market, but we have certainly used CSIRO in that
capacity to try and understand again what is the real risk here, and that came out with
some good findings which pushed back into some of the lessinformed community
views.

MR WEICKHARDT: | mean, | take your point entirely that analysing some of the
environmental and social impacts is extremely difficult. Y ou made the point that
sometimes the financial costs are easy to ascertain and those other environmental and
socia ones are harder to ascertain. | don't think | would argue with that at all, but
you went on to say sometimes the costs are given prominence and the environmental
and the social issues are underplayed. | mean, | think there's an equal risk that they
can be overplayed too.

The ecodollar approach that ITU Nolan have quoted, as we said in the draft report,
we thought in some of the attempts we'd made to analyse that had been over
exaggerated. So no dispute that it's hard to do and no dispute that it's important, but
there's arisk both ways that, you know, if those figures are over-egged you may end
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up supporting actions that actually are not in the community's best interests. Now,
we're still hoping that ITU Nolan will help us delve deeper into that to improve our
understanding of that. Asyet we still haven't had a response from them to the letter
we sent after they sent us a submission saying we'd got it all wrong and we're still not
quite sure why we've got it all wrong.

MR BAINTON: Onthatissuel don't think that Nolan-1TU would say that their
approach isthe final word, but we need to move into a more mature phase and it's not
just the responsibility of one company who is doing work for other clients, | think
nationally we have aresponsibility to try and engender debate in this area and to find
some reasonabl e solutions on how you do value. | guess like any new area, like
economicsiswell established and even with economics there are different opinions,
and likewise with environmental economics, we need to take what we have and not
dismissit simply because it's not quite right or not right, not as accurate as it could
be, but we need to develop that thinking and add a bit more rigour to the process -
sorry, not saying it isn't rigorous.

MR WEICKHARDT: Yes, and that comes back to thisissue of collecting and
understanding facts. Now, coming back to risks, | mean, you've said, well,
governments have aresponsibility if thereisarisk to act in a precautionary manner.
| understand that, but are you aware of any work that has been donein Australia, for
example, trying to quantify whether the increased disposal of computers, which |
assume has been going on now for about a decade, has led to any, you know, sort of
material observed in the monitoring that EPAs do around landfills. Isthere any
evidence of elevated levels of |eachate?

MSHARWOOD: I'mnot aware of any; we could see what's about. | think the “e-
mountain” isjust on itsway here, that is, that the waste stream is expanding but the
real sort of mass bulk increase in discarded electronic equipment is yet to come.

MR WEICKHARDT: | mean, | accept that that's probably the case and it may take
many decades before this manifests itself, but | wasn't aware whether there was
monitoring going on that - - -

MSHARWOOD: There'smonitoring of landfill sites and in some states there's
sort of, you know, ground water checking on aregular basis and so on, but it'sredlly,
| think the detail on that, it would be best to seek that from some of the state EPASs as
to the character of what they monitor and the way they analyse that.

MR WEICKHARDT: Okay. Going back to thisvarying quality of landfill, you
reference in your latest submission the National Environmental Protection Act and
you said here, "The agreement's objectives included that people enjoy the benefit of
equivalent protection from air, water or soil pollution and from noise wherever they
livein Australia” Now, it's been put to us by a number of people in these rounds of
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hearings that, you know, "WEell, be redlistic, please,” is the assertion, "How can you
expect alandfill operating in, you know, sort of rural and remote locations to
possibly have the same sort of standards as one operating in an urban area?’

Whilst on one hand | understand that argument, on the other hand it isn't really a
situation | think you can condone from the point of view of intergenerational equity.
Who knows what people might be using that land for in 50 years time and 100 years
time and simply say, "Well, we thought it was pretty remote at the time so we didn't
enforce, you know, sort of standards that we knew were important in urban areas and
we just allowed alaissez-faire attitude there because nobody cared.” | mean, does
the Commonwealth have arole to get tougher using this act about the states taking a
more sort of rigorous approach to enforcement of landfill around Australia?

MSHARWOOD: It'san interesting question in terms of the role of the act in that
situation because really the act comes into play when the Commonwealth and the
states together agree to make a national environment protection measure and that
processisavery sort of detailed and rigorous process for developing those NEPM.
That's not something that the states have expressed interest in nationalising, so to
speak, so it's not something that's come under the purview of the act. There's aso the
guestion of sort of geographic character, that is, that landfillsin different physical
situations, both geologically and climate wise, will need different management
regimes. So | don't know that aone sizefitsall isin any way sensible for that

but - - -

MR WEICKHARDT: It would have to be performance based, surely.
MSHARWOOD: Yes, butit's not something that has been identified so far by the
states as something that they wish to bring into the EPHC realm for nationally

coordinated action.

MR WEICKHARDT: Butisthisan areawherethe Commonwealth could take
some |leadership, do you think?

MSHARWOOQOD: It'sredly amatter that's very strongly under state jurisdiction,
that is, it'stheirs - you know, constitutionally that areais one for them to manage. So
I'm not sure - - -

MR WEICKHARDT: | just wonder whether thisact - - -

MSHARWOQOD: - - - other than from a suasive point of view that the
Commonwealth has, you know - there's not really agreement for the Commonwealth

to comein over the top on that.

MR BAINTON: Supporting everything that's said, one area that there might be
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valuein looking at how the act might be used is, in fact, in monitoring the impacts,
what's coming out of landfills. 1I'm not sure that's what you were getting at but that
could be an area for productive work provided, of course, the states - - -

MR WEICKHARDT: | wasrealy falling back on the sort of high-level principle
people enjoy the benefit of equivalent protection from air, water or soil pollution,
from noise, wherever they livein Australia, and that principle seemsto meto be an
eminently sensible one.

MSHARWOOD: ltis.

MR WEICKHARDT: Pretty hard to argue against and yet, you know, it seems
that we've got states just sort of saying, "Well, you know, the facts of life are we're
not living by that principle," and as a citizen of Australia quite frankly that troubles
me.

MSHARWOOD: It'savery valid comment and the aspiration there of an
equivalent standard of environmental protection across those different spheres
consistently across Australiais admirable. There's countless matters of
environmental protection, you know, under state jurisdiction and managed by the
states, you know, within their priorities and budgets so probably the issues goes
beyond the character of landfill management in terms of seeking harmonised
standards of environmental protection across Australia.

MR WEICKHARDT: Right.

MSHARWOOD: | mean, there are relevant areas of action and it will be
interesting to see where NEPM s proceed in the future. For instance, there'sa NEPM
on assessment of contaminated sites so that there are areas where the Commonwealth
and the states have agreed to bring it to a nationally harmonised approach, to have a
consistent way of assessing contaminated sites. But in terms of, sort of, management
of those sites, the actual regimes that states will employ to deal with them, that's still
amatter that's under state jurisdiction and that's a very relevant area to the impacts of
landfill and management of them

MR WEICKHARDT: Okay. Now, can | turn to product stewardship schemes -
and you've made the distinction between EPR schemes and product stewardship
schemesin your submission. | mean, | accept the fact that there is a sort of afine
dividing line between the two although they are often used in away that | think
crosses over that. | think that, you know, the ideathat an EPR scheme transfers all
the responsibility to the producer and all coststo the producer and you say is
intended therefore to send a signal to the producer to change something about their
design - | mean | understand the concept behind that, the facts of life are however the
consumer ends up paying and depending on the competitive dynamics of the market
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the consumer always ends up paying. So theissueishow best to get these sort of
signalsto go around the loop.

But the issue that | really wanted to get to in terms of the interventions around
sort of upstream and downstream issues, you on page 17 in the third paragraph make,
| think, avery important point. You say:

The callsthat variousinquiry participants for greater recognition of
upstream issues does not constitute (as appears to have been interpreted
by the commission) adesire for upstream market failures to be addressed
by downstream, ie waste disposal, instruments.

Now, you're right that we have interpreted alot of calls that have been made to
usin that way and indeed | would suggest that alot of the submissions have directly
pointed in that direction so we may have been very confused but | think there are a
fair few submissions that have led us to be confused in that way. So can you just
explain, other than really good communications and making sure that the signals that
are going up and down the chain and therefore any upstream actions are
appropriately understood downstream and downstream actions are understood
upstream and the price signals are sort of clearly reflected up and down streams and
your point and our point that intervention to correct externalities should be as close
to the point of problem as possible, other than that sort of really good communication
upstream and downstream what is this call that we should have interpreted but have
misinterpreted? Can you explain what you actually meant by paragraph 3.

MSHARWOOD: Okay. Well, | guessit wasthat - and maybe we have misread
the intent of the comments in the submission - but it appeared to characterise calls for
upstream intervention or even looking upstream for intervention as being the tail
wagging the dog so to speak, that is seeking to use waste management policy to drive
upstream change when other resource management policy might be more
appropriate. 1t wastrying to step back from that and say that's certainly not what
we're advocating but what we are saying is that it's about much more than looking at
the end of the production chain and worrying about what comes out the end and what
the impacts are and dealing with that by whatever means - that there is much more
value in many circumstances to looking back through the production chain and
having that good information and communication that you're talking about and
assessing whether the most effective way of intervening in that production chain isto
deliver the environmental outcomes that you want.

Waste management policy doesn't happen in a vacuum, there is cross
government communication at each level. These initiatives don't move forward in
isolation, there's good consultation with other areas of government and other
agencies in developing these schemes. So | guess the point is that waste
management policy is about much more than just, you know, what is happening at
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the end of the production chain but that doesn't mean to say that waste managers are
seeking to rule the world, you know, far upstream and it's making that distinction
because it - and it's saying it's not an either/or and that, you know, we need to have a
more open view of considering the entire production process if we're going to be
worried about a waste issue and looking through the chain to where the solutions
may best be found.

MR WEICKHARDT: Perhapsyou could help meif you gave me afor instance.

MR BAINTON: [I'mnot if thisisthe sort of for instance you're looking at but what
we were saying is that there may be value in looking at the pattern of material
consumption - not consumption per se but the pattern in which materials are
consumed - - -

MR WEICKHARDT: Thisisgovernments now we're talking about. Government
policy I'm focusing on, not the role of private actors in this theatre but governments.

MR BAINTON: Wedon't like to think of ourselves working in isolation from the
industry so my comment is about working together with the industry to look at the
patterns of material consumption. One program that has come out over the last few
yearsisin fact cleaner production. Now, that has had clear benefitsin terms of waste
outcomes but the focus upstream on how you produce materials. That was a program
that was separate from waste so that wasn't the tail wagging the dog. So that's an
example. | don't know if that - - -

MR WEICKHARDT: Wsdll - - -

MSHARWOOQOD: | think another example might be the feedback process that
happens if people start using packaging materials that are unrecyclable or cause
major problems at the disposal end and that by a broader look and communication
with industry there can be awillingness to review that and to package in away that
doesn't create what is perhaps an unnecessary problem at the end of the production
chain. Youdon' just go, "Thisisrealy difficult stuff, we'll work out away to
handleit,” there's communication back upstream to see whether that could change so
you don't have to be dealing with the problem at the far end.

MR WEICKHARDT: | understand that but what I'm trying to seek to understand
Iswhat is the government policy action in that case.

MR BAINTON: Sorry, Mary. One of them might be to work with the industry to
identify information failures - and he talks about information before. That could be
one of the means of working to try and resolve some of these issues or to explore
these issues working with the industry. So information was identified in our
submission as one area.
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MR WEICKHARDT: Yes. | understand information failure and | understand, sort
of, classification problems and other regulatory impediments but what I'm seeking to
understand is when you say, "A greater recognition of upstream issues does not
constitute a desire for upstream market failures to be addressed by downstream
instruments,” what I'm trying to understand is what government action you are
actually suggesting that would be taken downstream that has some impact upstream.

MSHARWOOD: Redly, thegovernment action isworking with other
jurisdictions and with industry to look at a waste problemisaholistic way. You
know, to look through the whole production cycle, the life cycle, and address the
problem in the most sensible and cost effective way. So that's, | guess, the sort of
policy framework that you're working with.

MR WEICKHARDT: Soit'sasort of problem solving approach you're saying.

MSHARWOOD: It'saproblem solving approach and it's seeking to improve the
information flow and the understanding of the issue and to derive the benefits that
come from that better understanding.

MR WEICKHARDT: All right.

MSCHONG: Perhapsif | can elaborate just alittle bit on that point there. | think
the emphasis which you actually captured earlier isthat there are all these price
signals which go effectively and smoothly up and down the product life cycle. Soin
reality there are multiple objectives, multiple market failures at multiple stages of the
product life cycle so policy intervention to address any one of those directly - we
can't just go in and address each of those separately because they will have feed
through effects but imperfect feed through effects up and down the product life
cycle.

So in terms of government response and policy response it's about information
to recognise what those impacts might be and the reality of - it's not about targeting
the upstream externality with a downstream instrument but it's recognising that
intervening to address a downstream externality will have effects upstream but
imperfect due to imperfect market linkages and vice versa. So that's the sort of
reality of policy development that we're working.

MR WEICKHARDT: All right. Thank you. Going back then to the product
stewardship issues. Y ou've suggested that we've been far too, | guess, narrow in
terms of areas in which product stewardship schemes might work and it's interesting
that in the hearings in Melbourne later this week we've got the Australian Paper
Industry Group saying that they're most concerned about the fact that there is some
momentum now which | think has been caused by New South Wales pushing
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recycled office paper up their list of priority areas.

The paper group are suggesting that they're very concerned by this and that
they feel that a product stewardship schemein this areais not necessary and
unworkable and they've endorsed our commentary about product stewardship
schemes in the draft report. I'm interested in whether you have a view as to whether
the recycled paper areais an area where a product stewardship schemes does make
sense, aformal government product stewardship scheme.

MSHARWOOD: It'snot something that I've, sort of, considered in terms of - |
mean, the news print recycling realm is well established and is a sort of real success
story in stewardship terms. | don't understand what is being proposed. Isit a
preference for recycled paper? Or atargeted volume? What has New South Wales
got in mind?

MR WEICKHARDT: Well, probably | shouldn't act as a spokesperson for them
but I'd draw your attention to submission 199 which in due course you can have a
look at which is the submission from the Australian Paper Industry Association. |
mean, they express concern that first of al - again, thisis coming back to our issue
of, you know, do we have the facts - that the facts that supposedly the

New South Wales government have based their concern around are in error and
they're saying that they feel that thisis an unworkable and heavy handed sort of
scheme. But | wasjust using it as an example perhaps of where others are expressing
concern about product stewardship schemes, co-regulatory schemes, being put in
place, and whether or not you feel that thisis aworkable example or not. That's
probably an unfair question. If you haveto havealook at it - - -

MSHARWOOD: Yes. I'mhappy to takeit on notice.

MR WEICKHARDT: All right. 1 would be interested in your feedback about that.
Now, just on the upstream and downstream sort of issues you did suggest that we had
actually provided an incorrect account of the rationale around newsprint recycling
and you suggested that we should make clear that the recycling and newsprint was
really around energy and water and water saving and not around, you know, sort of
old growth forests. Now, | think thisis probably an example where people can get
confused perhaps about, you know, what the rationales for some of these areas are
but we introduced that example in our draft report because the minister of
environment on 8 February 2006 released a media statement saying that after

10 years of having this recycling scheme in place that one of the main benefits from
recycling newsprint was that there had been no use of old growth forestsin newsprint
since 1991.

So perhaps that's not the real rationale behind it but it sort of displays that
people can get, | think, you know, these emotional attachments as to why these
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schemes are put in place.
MSHARWOOD: Yes.

MR BAINTON: | think what we were trying to say in our first submission and our
second submission was that resource conservation wasn't the major driver. Certainly
with newsprint there was a desire to deal with some of the waste issues and our
second submission really highlights that in entering into these discussions on product
stewardship and identifying the whole of the life cycle process from the material
sourcing right through to the delivery of the newsprint and the recovery of that
newsprint. Looking at the whole of the life cycle there have been values way beyond
what could have been anticipated at the beginning.

MR WEICKHARDT: Yes.

MR BAINTON: That's the point we make but particularly the argument wasn't
about resource conservation. It was mostly about the change in the patterns of
material use and securing financial as well as broader environmental benefits from
that.

MR WEICKHARDT: Yes. Theimportant point to me about that schemeisthat it
does seem to be producing all sorts of benefits, and as you say, some of them sort of
not necessarily foreseen, but it's working without, dare | say, a heavy handed
government intervention.

MSHARWOOQOD: Ittook afair shoveto get it moving though.

MR WEICKHARDT: Didit?

MSHARWOOD: Yes.

MR BAINTON: Yes.

MR WEICKHARDT: What sort of shove did governments apply?

MR BAINTON: It was before our time.

MSAYLIFFE: 1 think we understand that there was draft |egislation written by
one state.

MR BAINTON: That'sright, Lyndon, yes.

MR WEICKHARDT: So the stick was pulled out but people moved before the
stick was used you're saying.
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MSHARWOOD: Yes.
MSAYLIFFE: | understand. Before our time.

MR WEICKHARDT: Yes, dl right. That'sinteresting. Now, going back to your
sort of areas where you think DEH and maybe the Commonwealth government can
be taking some leadership role on sort of national coordination and consistency, |
mean, there s, | suppose, acting ahead of the game and there's reacting when, you
know, in some cases it appears that industry basically become willing victims of a
scheme because they would rather a national scheme that were put in place than the
threat of individual schemes going in place. So even though they complain that
there's any scheme, they're amost grateful in the refuge of anational scheme than a
whole lot of individual, you know, sort of schemes which might arise and it's
interesting we have got AEEMA appearing at the hearings this morning and the tone
of their submission has sort of changed from the first submission to the second
submission.

In the first submission they were sort of saying, "Thisis adreadful sort of idea
having ascheme." Now they're sort of saying, "Well, maybe it's not such a bad idea,
and it'sahell of alot better than awhole lot of different fragmented schemes,” but
again can the Commonwealth be taking alead to shape the states' views before the
states start, you know, sort of picking up the sticks and threatening to implement
things that may be not the best way?

MSHARWOOD: | think that does happen. | mean, thereis communication
between the Commonweal th and the states on, you know, proposed initiatives. We
become aware of things that are happening in the states or they tell us and that
communication around, "Well, what would be arational and harmonised way to
handle the problem," that can be the sort of groundswell of what brings an issue up
through to EPHC consideration, that is, particular states or al the states even have
identified that there's a problem that they consider needs fixing or one stateis
moving ahead of the others and industry is concerned. The call for some form of
harmonised approach to it can come from both government and industry and
probably when it works well it's both seeking to do that.

Within any industry there will be a spectrum of those with avery strong sense
of sort of corporate social responsibility, for want of a better word. It'slike agenuine
willingness to act and an interest in improving the environmental performance of the
industry through to those who will not be interested in movement at all. It's how you
- if there's a problem that people consider needs addressing, how you work with that
spectrum of industry and spectrum of state views perhaps to work out what the best
scheme would be, but there's no doubt that the industry in core issues can step
forward when it sees that thereisin itsinterest national consistency; both in terms of
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treatment in the market and just the sort of same way of doing business from their
point of view.

MR WEICKHARDT: So what are the items of national significance that you think
ought to be on the Commonwealth's agenda in coordination and harmonisation?

MSHARWOOD: The current things that are essentially the subject of thiswork in
various points of evolution in the chain; packaging, tyres, computers and televisions,
then there's the sort of the harder - not harder - but more intrinsically hazardous
things such as used oil where there's adirect sort of regulatory control.

MR BAINTON: Batteries could be another area although the industry is garnering
its own support from within the industry for action in that area.

MR WEICKHARDT: Maybe I'm misrepresenting it, but it seemed to me that all
those were areas where the states had sort of threatened to take action. | guess| was
interested in are there areas where you feel the Commonwealth aretaking alead in
terms of shaping policy inthisarea. If you had your druthers what would you like to
see the Commonwealth doing in terms of setting the agendain this whole field?

MSHARWOOD: | guesswe could do more work on clarifying what the filter
criteriaare for what sort of punches up to be considered as national significance.
Some of the things are - | mean, there's an inevitably political aspect to what emerges
for consideration through the EPHC sort of mechanisms but we can be encouraging,

| guess the sort of firmest sort of information base and understanding of what moves
forward. In all of these things the, sort of, precautionary issueis going to keep
coming up, that is, if you don't act until, you know, frogs are dying in front of your
eyes then probably any of these waste streams - it would be some way before you act
and you may have avery large problem by the time you solve it, so at what point in
that sort of emerging concern for a particular waste stream does the Commonwealth
engage, do the states engage, and do we work together on forming a solution?

MR WEICKHARDT: Or agreeto work together to find the facts first.
MSHARWOOD: WEell, that's part of the process.

MR WEICKHARDT: Beforethefrogsare dying.

MSHARWOOD: It'snot that we don't - that is part of the policy process. | think
that somehow there's - it's not that we jump straight to, "Well, what regulatory
solution will we do here?' The first phase islooking at what the character of the

problem is and what the nature of the environmental impact is or the potential risks
to current or future generations from that waste stream.
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MR WEICKHARDT: On that note can | turn to the famous subject of plastic bags.

MR BAINTON: Sorry, isit possible, just before we move off that point, | was
going to make a point that it's really important for the Commonwealth government
not only to work on the specifics waste issues but also ook at the processes that we
put in place to deal with those issues and some of the things that we could do. We
touched on one today and that's potentially looking at what's coming out of landfills.
Looking at what's the relative significance of litter issues nationally and making sure
we're ahead of the game before things punch up, as Mary said, through those filter
criteria.

MR WEICKHARDT: Yes.

MR BAINTON: Looking at materials or products of national significance,
however that's defined. Looking at overall quantities, overall hazard of those things,
and then developing tools, life cycle analys's, looking at valuation. There'sawhole
range of things | believe that the Commonwealth could take some national leadership
on which would then, when those issues come onto the table or come up to alevel of
certain significance, we would have the tools and the understanding and the
processes to be able to deal with those in amore rational and robust way. Excuse me
for interrupting you in your train of thought into that most important issue.

MR WEICKHARDT: That sounds eminently sensible, yes. Theissue of bags, and
| don't for one moment dispute thisis an area that the community concernisalive
and very well, but you said on page 9 of your submission:

The Australian government is working with the state and territory
governments to ensure sound process is followed to fully evaluate the
cost and benefits of any measures to achieve such a phase-out.

But it doesn't seem to me to be that the phase-out is the objective. Y ou know,
we have sort of talked to a number of people who have made submissions about what
the real objective is and to the best of my ability to discernit, it appears that the
objective isalitter and an impact on animals, marine animals concern. Some people
have said, and it's a bit like the old growth forest, that it's a sustainability concern. |
find that hard to substantiate based on my understanding of the issue but if it's alitter
and an entanglement of marine animals concern it does appear to me that the datais
very scanty.

Indeed, we had Clean Up Australia at the hearings in Sydney and we put to
them, "Well, the government has so far achieved through its actions a 45 per cent
reduction in the usage of disposable plastic bags. Has your data shown any impact
on plastic bagsin the litter stream?' They said, "No, it hasn't.” Now, they said they
felt, or somebody else at the hearings in Sydney said that they thought there were
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two main areas where plastic bags, if you like, leak out into the environment in an
inappropriate manner. Oneis disposal in public places from food vendors and other
places.

WEell, the magjor supermarkets probably wouldn't have a big impact in that area
but the other was they said, "Just from general waste disposal mechanisms," you
know, sort of, | guess, litter being taken by garbage trucks or blowing out of landfills,
and you would have thought that it would be possible to observe the impact of a
45 per cent reduction in that source of leakage so again | guess I'm a bit troubled that
we're pulling a policy lever here without knowing whether it's connected with the
problem we're trying to solve.

MSHARWOOD: Theworld of plastic bagsis an interesting one. You've
identified the three sort of main driversfor action: concern about litter; concern
about impacts on wildlife, and the third is a sort of community demand for action or
what some have called a sort of iconic status of plastic bags as a statement of concern
about waste resource use, sustainability, whatever, like adesire for action or adesire
- it'sasignal for awillingness to act on the volume of resource use, however rational
that may or may not be in terms of the actual plastic bag itself.

It's been a subject of considerable discussion in EPHC at each of the most
recent meetings with again a very measured actual process moving forwards. | mean
all the reduction that has been achieved so far has been through voluntary means, that
IS, through voluntary action by retailers and others, and consumers for that matter.

So where it goesis going to be an interesting question, because there can be
obvioudly further voluntary action to reduce the volume of bags used. The comment
about the percentage in litter is an interesting one in terms of the actual volume of
bag use on the face of it hasn't reduced enough to make a material change in the litter
stream. The composition of who contributes to the bags at large in the litter stream is
one where | think we don't have perfect information on that, but my understanding is
that it's both supermarket and small retailer food outlet stuff that contributes to the
visible bag problem.

Then downstream the ministers have essentially set as an aspirational goal a
phase-out for bags, but that could happen by a variety of means, including the work
that's happening on degradabl es.

MR WEICKHARDT: But we seem to have moved and the phase-out has almost
become the objective rather than the fact that litter and marine, you know, sort of
entanglement is the objective.

MSHARWOOD: | guessthey are seeing it as the means to an end, that isif they

wish to address the problems that they perceive arising for Australia around plastic
bags, then removing those bags, that is not having the bags present through a
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phase-out is - and it's an end point that is in the absence of action by others.

MR WEICKHARDT: So you refer to the independent cost-benefit analysis by the
Allen Consulting Group which you say will be released in the coming months. Will
that look at the cost benefits of a phase-out compared to other actions that could be
taken to address the litter and marine entanglement problem?

MSHARWOOD: It will look at the costs and benefits of different regulatory and
non-regulatory options for dealing with plastic bags. So it looksat arange- - -

MR WEICKHARDT: To address those problems of litter and marine
entanglement?

MSHARWOOD: | mean itlooks more through the bag “window” in terms of
different ways of acting with plastic bags, different options such as, you know - - -

MR WEICKHARDT: Becausethisissort of ageneric concern, | suppose, that it
would appear in some cases that schemes get a head of steam, they get a momentum,
and so by the time they come to a Regulatory Impact Statement form it's almost
commenting on justifying this particular scheme rather than looking more broadly at,
you know, sort of, "Well, what's the objective in total and how might it be
addressed?' So as| understand it there is for the National Packaging Covenant -
really didn't stand back and say, "Do we need one of these at all?* It said, "Well,
what's the specific impact of this scheme?' So it was a sort of retrospective analysis
of, "Can | justify the scheme that | developed,” rather than, "Do | need a scheme at
al?

MSHARWOOD: Well, commenting on the general issue of how the RISs are
constructed, they're not going to be perfect and the packaging covenant one wasn't.
Their imperfection often relates to the information based on which they're being
prepared. But thereis, certainly in the ones happening for the current stewardship
approaches areal commitment to the current principles of genuinely looking at the
different regulatory options available and softer options available including the "Do
nothing" option and costing that as best we can. So | think that commitment to really
looking honestly and not just saying, "Well, we're thinking of doing this. Does that
look okay" - at looking across the suite of possible measures that could be applied
including doing nothing and costing that out and that will be evidenced when the bag
analysis comes out.

MR WEICKHARDT: Good, thank you. Just on the National Packaging Covenant
issue, we made a recommendation that in 2008 the scope of the review should be
broadened to look at sort of whether or not the National Packaging Covenant itself
was an appropriate policy instrument in thisarea. | think you made acomment in
your submissions saying that it could be difficult to broaden that because the
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covenant itself between the parties didn't agree to that. What's to stop the
government simply saying, "Well, we're going to broaden the scope of this," or,
"We're going to send areference off to some independent body to look at this.”

| mean governments seem to be capable of reviewing what they want to at different
stages. Why couldn't they do that independently?

MSHARWOOD: The government could but we tend to focus our modest dollars
available for these reviews and analyses on the issues as agreed through the EPHC.
So the terms of reference for the review have been agreed as negotiated amongst the
parties to the NPC and you could do a more expansive review. The Commonwealth
could choose to do that and could pay for it, but it would need to be - if you were
going to do that you would had to have afforded it a priority above other things
which are already on the shopping list for requiring cost-benefit analysis directly as
part of the regulatory process.

MR WEICKHARDT: Okay. You make acomment elsewhere in your submission,
and others have done the same, about the differences in waste classification systems
and the impact that has on the ability of, | guess, commercial firms and othersto
operate in this field and you talk about harmonisation.

The principle between harmonisation seems eminently sensible. We had at |east one
state earlier in these hearings say, "Well, our data reflects our regulatory approach
and our regulatory approach isfine and therefore our dataisfine," and that seemsto
be a sort of perfect way of maintaining the status quo.

I mean what can the Commonwealth do to try to provide either encouragement
or coercion to the states to agree to some form of harmonisation that might allow,
you know, a sort of more efficient operation in the Commonwealth?

MSHARWOOD: | think it can show leadership. It can bring people together to
work on harmonising classifications. There has been probably more progress on the
hazardous waste side in terms of having more consistent classification to facilitate
basically consistent treatment of hazardous waste including movement across borders
and so on, but it's an area that would benefit from more work in both the hazardous
and non-hazardous waste areas. It's probably going to be one where downstream
there will be area valuein doing that if we move to more energy to waste solutions
and so on; it's going to become more important that there's some consistent way of
describing or characterising waste, to help with future regimes in that area.

MR WEICKHARDT: Yes. Well, certainly it would seem eminently sensible that
we utilise the scarce dollars that are available to get some form of harmonisation
rather than spending it in ways where we've got alot of data that you can't compare
with each other.

MSHARWOOD: Yes. Didl say energy to waste? | meant waste to energy.
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MR WEICKHARDT: Okay. There's probably abit of energy that goes to waste.
Now, can | go to page 18 of your submission where you, in table, show awhole
series of market failures.

MSHARWOOD: Isthat our origina submission?
MR WEICKHARDT: Page 19, sorry, table 2.
MSHARWOOD: Gaotit, yes.

MR WEICKHARDT: Where you show awhole lot of market failures that could
be addressed by the more efficient use of materials and you cite there things like
information failure which we've talked about and in that you also cite in brackets the
cognitive limits of managers which | can testify exist. But the question isreally how
far do government go in terms of this process of intervention in private operations to
point out to people that there are better ways of doing things? It seemsto me that
this area of waste and energy efficient is replete with examples of governments
wanting to try to help industry to do things better, but that doesn't apply in lots of
other fields of government activity. We don't have Treasury racing into companies
and saying, "We think you could hedge your balance sheet more effectively, or take
out a derivative on the price of pig meat in Chicago."

| mean why isit that in this field governments feel that they should intervenein
these activities of what might be otherwise seen as the activities of private
companies. They should get on and do what they do best.

MSHARWOOD: Others may want to comment on this. There are two issues:
firstly, if you have identified a waste problem, that is, that some serious
environmental impact at the disposal point in the chain, then these market failures -
likeif you then go back and look in aholistic way across the product lifecycle, it's
legitimate to consider these and to, | guess, challenge thinking about the current
production process and | guess the way the products are produced. So it's not that
government is seeking to tell industry how to do its business, but in addressing an
environmental problem caused by the waste generated by that industry it's legitimate
to challenge or to look with that industry at what those market failures are and
whether there are better ways of doing things.

More broadly, it's perfectly legitimate for government to encourage industry to
look for things such as water efficiency and energy efficiency for obvious
environmental and sustainability reasons. | don't know whether Jo wants to
comment more on the actua - - -

MR WEICKHARDT: But you don't to go jewellers and ask them to encourage
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diamond efficiency in the use of the diamonds, because presumably they thing that's
in their own self-interest.

MSCHONG: Weéll, it dependsif there were public benefits - more broad public
benefits from them being efficient in their private use of diamonds. | guess that
might be one of the key differences, possibly.

MR BAINTON: Maybel shouldn't get into this area, because it's not my area of
expertise.

MR WEICKHARDT: It'scertainly not mine either.

MR BAINTON: No, but there are certainly social impactsin the use of diamonds.
I'm not talking about wearing the rings, I'm talking about in the mining and there are
social impactsthere. Anyway, maybe | should back off right now.

MR WEICKHARDT: Yes. | guessit just comesto a philosophical issue of how
far governments get involved in some of these activities, clearly removing
impediments makes sense, helping information to flow makes sense to me, but when
| look at that column in table 2 of market failures my question is where should
governments actually involve themselves other than addressing, you know, the
specific market failures that might exist at any point in that chain.

MR BAINTON: One of the areas that we've touched on aready - life cycle
thinking is arelatively new tool that has been around for probably a few decades
now, but as atool we know that as we say in this table that there are time pressures
understandably. One of the roles of government could be to, in fact, provide tools
and techniques that might assist managers in exploring these life cycle impacts, that's
just one area for example.

MR WEICKHARDT: Yes. Well, certainly providing some of the factsin there,
the hard data, and tools to analyseit, | don't dispute that's an area that governments
might well have auseful intervention in. A few other issues, and we're just about out
of time, but under the Basel Convention you make a point that we've overstated the
controls placed on trans-boundary movement of hazardous waste for recycling and
you've made the point that facilities do exist to gain exemptions here and other
people have made that point to us. | think the complaint by most is not that it's
impossible but simply that it takes considerable time.

MSHARWOOD: Thisisto export hazardous waste.
MR WEICKHARDT: To get permits and get exemptions, and in some cases

people have said, ""WEell, becauseit's al too hard we'll just send the material to
landfill instead.” So | guess my question to you is do you feel that the time taken
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now to get permits and exemptions, recognising the risks have got to be analysed
sensibly, but do you think the time delays are reasonable?

MSHARWOOD: Yes, | think they're reasonable. | mean, they reflect Australia's
international obligations under the Basel Convention and the responsibility for
meeting with sort of fundamentals of that convention that we don't authorise the
export of hazardous waste to sort of places or circumstances where that hazard is not
going to be properly dealt with. So there's an obligation to look at the technical
merits and the environmental performance of the proposed recipient solution and we
do that in areasonable and timely way.

MR WEICKHARDT: Okay. The product stewardship scheme for oil, we had
gueried the differential treatment being applied to different methods here, and you
made the point here that, "It is recognised that more expensive recycling processes
were likely to require more incentive but would deliver a better quality product with
improved environmental outcomes.” Well, the better quality product | sort of
understand, but the improved environmental outcomes, | guess I'm interested in how
that was determined.

| mean, one of the issues that the Cement Industry Federation have raised is that the
fact that some waste oil isnot going to their area, and | think you and others have
pointed out maybe they're just being greedy and they want very cheap, you know,
sort of waste oil, but one of the implications they've pointed out is they can no longer
use waste oil to dilute or enhance a waste solvent stream, and that waste solvent
stream therefore is no longer disposed of in a manner that it was previously and they
allege isthe most efficient way for that to be treated. So | guess I'm trying to explore
was this improved environmental outcomes analysis done is a sort of complete
manner. Y ou've talked about not just looking at end of pipe issues, so did thislook
at al the other methods that waste oil was treated and the impact it might havein
different areas such as this issue of solvent disposal.

MSHARWOOD: The anaysiswasdone before my timein terms of constructing
the scheme and the selection of differential benefits. I'm not sure whether it looked
in detail at that particular aspect in terms of the relative merits of use of oil for those
sort of purposes in the cement industry, but the basis for the determination of the
distinctive levels of benefit was described, you know, clearly at the time that the
scheme was initiated, and its purpose was to encourage sort of what was seen as
higher environmental performance levels of oil recycling.

MR WEICKHARDT: Yes. | guesswe were saying earlier, understanding all
those, you know, sort of environmental pluses and minuses is a complex task and
sometimes our concern is that the feel-good answer isn't aways the right answer. So
| guess| was just trying to understand whether this was a thoughtful and, you know,
holistic analysis or whether it was just a lube-to-lube feels good and therefore we

Waste 31/7/06 999 M. HARWOOD and OTHERS



ought to support it.

MSHARWOOD: | think there was more depth to it than that at the time it was
initiated and in terms of creating value or capturing the value in that waste stream
too.

MR WEICKHARDT: Okay. Look, thank you very much indeed for your
comments. They've been most useful and it's been along session so we'll adjourn
briefly now.

MSHARWOOD: Thank you.

MR BAINTON: Thank you.
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MR WEICKHARDT: WEell resume the hearings now, and our next participant
The Australian Services Union, and for the transcript if you could just give your
name and the capacity in which you're appearing, please.

MR McLEAN: Thank you. My nameis Greg McLean and | appear asthe ASU
assistant national secretary with responsibility for public sector issues.

MR WEICKHARDT: Okay. Well, thank you very much indeed for appearing and
thank you for your submission which you should assume we've read, but if you want
to make some introductory comments, please go ahead.

MR McLEAN: That would be appreciated. Firstly, just to let you know our
submission camein very quickly, just on closing date, and just to assure you that
we'll just go through and read the submission once again just to make sure that it's
typographically correct and such, like just for one final review after today. The
issues that | would just like to mention, | think perhaps | could go through them in
point fashion if that would help, isfirstly my union has been involved working with
its members in waste collection from the municipal areafor many, many years, since,
| would think, local government first started collecting waste, and our union was
involved in that since the early 1900s | would think, or perhaps even earlier than that.

Theissuesin the report and the suggestions that are put forward or considered
points put forward by the Productivity Commission have raised our interest and
concern, particularly the referencesto local government's role in waste collection
services. Some of the points we have as, of course, the practice that local
government has become familiar with the areas that is designated to collect waste in.
There has for some years now been the ability for companies to make decisions on
entering into commercial waste contracts or industrial waste contracts and local
government still continues to perform the domestic waste collection which has now, |
know from my council in the Sutherland Shire, broken into basically three services,
the traditional recycling, the final household waste products and, of course, green
waste and the encouragement of onsite composting.

The issues that we see of concern arelocal government is providing a service
to the community, and in local government being the people collecting domestic
waste, they're in a position to best administer the services being close to the
community for a number of reasons. Firstly, in particular with longstanding
contracts or indeed our preferred position of day labour where thereis aquality
employee, thereis ahigher level of retention of staff. In other words, the staff stay
with the council for avery long period of time and they become very proficient at
their employment and also enjoy a wide community responsibility.

Also with the low turnover in council staff we find council workers are morein
tune to knowing where the school crossing zones are, where those blind corners are
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in waste collection areas, and becoming very familiar with the community and these
difficultiesthey have. Of course, in some inner city areasit's not possible to use the
large one-man truck operations with the lifting arms, and some trucks still perform
the traditional jog and run, so to speak, with waste bins being collected by the
traditional garbo and carried to the back of the truck, simply because of the way in
which the cities are laid out and that's not an uncommon practice in inner city areas
of Sydney, also the inner western suburbs as well.

One of the issues that we have also been monitoring in the union has been the
Increased movement towards international trade agreements and the role in which
multi-national companies are playing behind that. We are aware of the current
discussionsin respect of necessity regulation being considered by the WTO that may
have impact on local government and state governments if that comes to pass and, of
course, the continuing round of discussions within the GATS framework as well.

We think it's not only appropriate in the Productivity Commission's hearings to
raise international agreements that are currently in existence, but also the debate
that's taking place out there as well so that parties that are looking to make
submissions are aware of what is currently the international agreements we signed
off to, and also additional debates that are taking place outside of the agreements
we've aready signed off on. We see that as an opportunity to be upfront with
industry and also community about where the reform is continuing.

One of the issues that we also note is that there has been an increase in the
issues of recycling in people's homes and also we believe councils can take thisas a
very strong position because they're not just pushing the issue of doing it from an
economic point of view but also from a position of serving the community and
providing a service and trying to encourage waste recycling as much as possible. If
you think about waste recycling it started off from a position where there are no
bonuses paid to households, but smply arecognition for their contribution that they
make to increasing the community's awareness and al so being more environmentally
sound. We know that when households put out their waste recycling bins these days
they are quite full and that does show to us that councils are getting their
communities to be on side with improving the environment.

Also in respect of waste collection it's not just the large trucks that come
around the suburbs, but there's also the street sweepers and the street sweeping
machines that are sucker flushers that also clean out gulliesin council stormwater
drains and other functions that are associated with the peripheral issues of waste
collection. We noticein the report there is areference to waste from energy and we
notice that currently is an issue that is rapidly expanding where energy companies
now can purchase methane gas from landfill sites, and whilst the priceis still alittle
bit on the expensive side in comparison to arange of renewable energies, it
neverthel ess provides a valuable service and we think that's been a very good
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improvement there as well.

In respect of the issues of institutional regulation and other impediments that
have been raised by some of the commercial providers, we believe that thereisa
very strong role for government to continue to regulate waste collection activities
and, in particular, local government has a very strong role to play with that because
it's closest to the community's needs, and if the community has problems with their
waste collection there needs to be a very good point of call for them to be able to get
in contact with and we see local councils as that.

We do note that there could have been perhaps more attention given to the
report by some local government authorities who may have wished to encourage a
greater use of combined contracting negotiating power such as a number of councils
are currently looking at to either perform the function themselves by one council
helping out another, or one of the councils having a contract that extends beyond its
boundaries or smply councils getting together and seeking to let a common contract.

We notice that there's been some reports in the media recently on that taking
place on the central coast in Sydney and in discussions with some southern regional
organisations of councilsin Sydney | understand that thisis an issue that a number of
councils are also considering and we would like to think local government may |ook
upon combining their efforts to perform some of these functions.

One of the points within the report of the comparisons between the reforms that
have taken place in the waste-collection industry and the reforms that have taken
place within, in particular the electricity and water industries, we note that water
services are provided by way of a collection of water damn and distribution by state
organisations, but in asignificant number of areas, local government still provides a
substantial function on this and we think that local government's role and also the
role of state governmentsis reflective of community's views in wanting water
services to be undertaken by a state government.

But we're not aware of a growing push by the community to see state
governments take on responsibilities for domestic waste collections. We also note
that the reforms that have taken place in the electricity industry have occurred
principally with the ability of domestic, commercia and industrial use of electricity
to be able to choose their energy retailer; in other words who provides the electricity
to them. The net works that the electricity is distributed over remain as they are and
there are not competitive electricity networks out there by way of different energy
companies wanting to have different electricity cables.

In Sydney aone | understand you can probably choose to buy electricity from

somewhere between 18 and 21 different energy companies. The churn rate is at the
highest level with industrial and commercial uses - it's where the competitive edgeis
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- and domestic churn rate | understand is quite low, probably around about 5 or 7 per
cent. Not large numbers of consumers have made decisions to change brands. They
feel wedded to their local network owners.

One of the issues that we would see important here is that the similarities
between waste collection from house, transportation by truck to atipping location or
waste gathering site in a metropolitan area and then onward transportation to a
landfill site, we would consider that to be more reflective of a network function
rather than aretail function. The reformsthat have been - or improvementsto the
electricity system in the network side have come by way of regulation and by way of
state government regulatory powers such as IPART in New South Wales and other
state regulators in other states where energy companies have had to actually make an
application to those organisations for consideration of charges met for their network
function.

In other words we see a great similarity between poles and wires and a truck
driving down a street to a waste-collection site and then on to atipping site. We see
that as anetwork function. We see the reform and the substantial efficiencies that
have taken place in electricity have come by way of competitive ability to choose
who's going to put the electricity inside your house and that would be the same as
choosing who was going to pick the waste bin up from your home. But once the
waste bin would hit the parameters of the truck, we would consider that amost to be
a network function and we don't know whether or not there would be any increases in
efficiency and cost there.

Perhaps there could even be an issue of long-term contracts that may have not
given improved efficiency in reduction in cost prices similar to the first round of
electricity privatisation in the UK. In other words we insert one monopoly for
another monopoly. We think that's a valuable point to consider in that waste
collectionissue. In respect of water, we do acknowledge that there is a substantial
debate in the water industry at the moment and waste water is not considered to be a
water product, but it is considered to be a waste service and we think there'sa
substantial amount of debate to go on that.

We know that's not addressed in the report but we do see some of the
companies interested in waste collection also interested in activities of provision of
water services and also the latest issue of sewer mining in Sydney that's taking place.
So we think there's some convergence that will take place within those companies.
So we would suggest that the issues that have come before the committee in looking
at the comparisons of energy reform and waste collection perhaps need to have some
consideration of it from aregulatory point of view, because the true reforms we've
seen in network charges have been by way of regulation.

In respect of reinvestment in the industry, we notice that companies that do
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make commitments to the industry do so with long-term goalsin mind and would
probably seek long-term contracts. We aso in the information we've gathered from
talking to our delegates and members working in the industry - they inform us that
that they believe the quality of equipment that is used by councilsin day labour isin
excess of the quality that is used by some other providers of the services. They point
to uson the sort of life span of vehicles, truck maintenance, other issues, and again
high turnoversin staff numbers.

We have no information on the turnover in staff numbers in the private sector,
but we only have the information from talking to our members that are involved in
the waste collection industry. To clarify some of these points I've refreshed myself
and participated in a waste-collection exercise and tipping exercise in the last couple
of weeks, just to go and meet with some of our members that are within those sectors
of theindustry. Again we believe local government has a continuing role to
undertake in waste collection. We believeit is an important role and we believe if
there are some reform issues that a carrot and stick approach to local government and
encouraging local government to undertake reform of its waste collection and
looking at a number of options that would involve onward consultation with local
government would be a good use of the commission's time and the three arms of
government of national, state and local government.

MR WEICKHARDT: Okay. Thank you very much indeed. | guess the issues that
we were trying to tease out in the draft report are probably mainly related to the issue
of the size of local councils and their ability to appropriately resource and manage
some of the more complex aspects of waste disposal in the future. Y ou've got on the
one hand very large councils like the Brisbane City Council, who appeared at the
hearings in Brisbane last week, or the Gold Coast Council - probably two of the
largest councilsin Australia - and even they made the point that they gain alot from
acouncil of mayors arrangement and waste management working groups so that
they share best practice, they gain the benefit of experience and contracting.

So theissueredly is how do you get the benefits of scale and particularly the
right approach applied to planning in this area of waste disposal when you've got a
whole lot of small councilsinvolved, because those two councils are quite large and
have got quite alot of resources. Have you got any comments to make on that?

MR McLEAN: | supposejust acouple of points. Some councils have chosen to
create, particularly in New South Wales - they call them ROCs, these regional
organisations of councils - and that's given some of the smaller councils an ability to
continue to survive. Depending upon how far you go down the path - you raised the
issue of council amalgamations. One issue could also be that if you were to remove
this service from councils you may actually force some of those councilsto
amalgamate aswell. So it can be a bit of atwo-edged sword or chicken and egg.
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I livein the Sutherland Shire in Sydney which is quite alarge council area.
They have their own waste collection services provided in-house. They did use
contractors. They've chosen to bring it back in-house for quality reasons or for other
reasons, and they tip at the local tip at Menai. The council performs a
waste-collection function, but thetipis - | think it's a state government tip that is
managed by the Cleary Brothers, | think isthe company that managesit, and they
then manage that.

I would think that if | was Sutherland Council | may have a choice of tips|
could go to. | could perhaps use the Cleary Brothers one at Menai, which is basically
- well, amost within the shire or just out of it. Or if they actually put their charges
up too high, I might be able to make a decision to take my waste elsewhere; band
with other councils and do something else constructive. Performing awhole chain
function may not alow you to ultimately do that, because you could have one
company, kerb collection site and then off to tipping.

Again, back to the electricity industry, the reforms that have taken place there
have been by way of taking a vertically-integrated company or a vertically-integrated
industry and splitting it into distribution, transmission and generation with
competitive abilities for retail aswell. Soit's actually been by breaking up one long
chain of avertically-integrated company. We have some concerns that vertical
integration could come from this. Back to your point on - - -

MR WEICKHARDT: Canl justinterject and say that certainly wasn't an issue
that we were advocating at all. What we were advocating was that there were larger
groupings of councils or some bodies who were better placed to be able to deal with
some of the complexitiesin particularly planning around waste disposal, contracting
with large providers such as AWT providers, and the industry itself gets very
frustrated by dealing with awhole range of fragmented local councils who have
somewhat different rules and regulations.

One of the comments, just as an illustration of that, that the waste disposal
industry refersto isin Sydney there are 40 different regulations in regard to the use
of skips. What we were seeking to raise discussion about was the issue of scalein
terms of better managing thisarea. We certainly were not advocating that there be
any form of monopoly provider in thisarea. Indeed | think if you were the largest -
councils like the Brisbane City Council, for example, deliberately seek to have a
range of providers where they don't carry out the activities themselves.

| think it would be foolish in the extreme to get yourself into the hands of a
monopoly supplier by sort of grouping together awhole range of areas where you
might have some market power and have the ability to deal with arange of suppliers.

MR McLEAN: The Brisbane City Council, Gold Coast Councils, are - | won't say
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"unique" councils, but Brisbhane City Council is certainly a unique organisation
compared to other local government instrumentalities. It undertakes public transport
functions. It undertakes water. It used to undertake electricity. | think it perhaps has
alarger budget than the Tasmanian government has. | think it's quite alarge
organisation and it would perhaps have some different issues in planning as opposed
to perhaps some other state governments have.

Where some of this discussion may be alittle bit more mature there may be
different waysin which the planning is approached. In Sydney for instance, where |
understand | think councils do not have control of the tipping facilities - they're
controlled either by the state government or by the large waste organisations.
Having said that, there are some councils that do still do their own, such as| think
Warringah does at - Kimbriki tip isarecycling facility in the council. The structure
of Waterloo, the putrescible heat plant, | think has long been closed down, and |
would think there probably is some crossover between where local government
completesits function in collecting waste and then where it is tipped.

I would think there would be very few councils still own their own tipping sites
that | can think of these days. Most would be taken over by state governments and
competition - or the ability for councils to do things as they want then ensures that
their tipping would come to this side or another tipping location.

MR WEICKHARDT: WEeéll, indeed that sort of goesto the point of the issue we
areraising that in waste collection it seems that councils are comfortable to operate
and indeed in some cases they collaborate quite effectively in these, as you say, these
regional organisations of councils but when it comes to the actual planning for
disposal there are great difficulties. In Sydney | think it was the SSROC group said,
"WEell, we can agree on lots of things but we could never agree, for example, where
the next landfill was going to go. There would always be a desire that it not be in our
particular local council region.

MR McLEAN: | think you're very right there. With a city such as Sydney in that
huge basin locating land at a price where you can tip and you don't want to reuse that
land for whatever period of time on in the future is avery difficult thing to look at,
simply the price of land. So seeing councils make decisions to find those tipping
facilities on the outskirts of Sydney - beit Menai or, you know, perhaps as years go
on maybe there's some parts of Holsworthy that may be able to be used - is another
issue. | think some of those inner city councils - | think perhaps al they do isreally
take it to awaste transfer station and then the waste transfer stations then moveit on
to locations outside of Sydney.

But the points you make about councils being able to combine and utilise their

expertise for not only waste collection but also perhaps for arguing their plight on
what they see asimportant for their community to the state government - in other
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words, having ajoint approach on planning and regulatory issues - may be something
that the federal government may actually want to encourage aswell. | do notice that
over the last couple of years there's been an increase in the intentions of the federal
government to come closer to local government and | am also aware of the
discussions underway at the moment with the debate on local government funding
where councils are seeking commitments to long-term funding. That's part of the
heads of government sign-off, there's been an initial discussion and | understand the
issue is on the plate for COAG next time around. | think that would be an important
issue and waste collection planning and administration could be an important part of
that relationship discussion.

Certain considerations - | don't know whether there would be tax
considerations or others would be appropriate to consider but there could be some
Inducements given to councils to work cooperatively together to come out with
animals or obstacles that are almost the same size as what a state government might
want to do in a- in other words, New South Wales not have eight of these things or
10 of things; you could actually offer incentives to councilsto create eight or 10 of
these things of their own in a cooperative manner.

If I could draw your attention to what | always thought was a great piece of
legislation. In New South Wales they passed a piece of legislation in the 1930s for
county councilsand it's still possible to have these county councilsin
New South Wales where there is two or more councils coming together for a
common purpose. Currently today they're usually used for flood control, noxious
weed control, airports or other similar functions and including regional organisations
of librariesin distant areas where one council can't afford to do something on their
own or (indistinct) better.

The electricity industry used to be managed this way up until 15 years ago
where we had county councils managing that electricity supply function when it was
alocal government function. Having alook at the tools that may be available to
local government to see what they could do on their own could well be some
valuable usage of time and having some serious discussions with the individual state
local government associations to say, "Well, look, would you be capable of doing
some things jointly together?" could be some valuable use of time and could also fit
with the federal government's agenda of trying to involve local government in their
communities more in these processes.

We've seen that done with roads, we've seen that done with some water grants
that have been handed out to councils, we are seeing councils now explore - whether
they will succeed or not - but some very valuable debates in how they are managing
their water resources. | mean, that debate is being assisted by the federal government
aswell as state governments. The water funding arrangements, maybe there are
some similar inducements that could be given to local government to see what they
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could do in thefirst round.

MR WEICKHARDT: Okay. Thank you very much indeed for coming along and
for your submission. We appreciate it.

MR McLEAN: Thank you very much for making the time available and thank you
to the staff for their assistance this morning.

MR WEICKHARDT: Thank you.
MR McLEAN: Thank you.

MR WEICKHARDT: All right. Well adjourn now.
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MR WEICKHARDT: WEell resume the hearings now and our next participant, the
Australian Electrical and Electronic Manufacturers Association Ltd. If you could
each please give your names and the capacity in which you are appearing here for the
transcript please.

MSJOHNSON: Yes.

MR DOUGLAS: Bryan Douglas, deputy chief executive of AEEMA.

MR FORTE: lan Forte, regulatory affairs manager for Electrolux Home Products.
MSJOHNSON: Loretta Johnson, general manager policy for AEEMA

MR WEICKHARDT: Thank you very much indeed and thank you for your
submission which you should assume we've read but if you want to make some
introductory remarks that would be useful. Thank you.

MR DOUGLAS: Thank you. Just very briefly. AEEMA certainly supports the
thrust of the draft report, in particular we support the report's emphasis on the need
for anational policy approach, avoluntary rather than a mandatory framework and
the need to ensure sectoral or targeted policies to suit the characteristics of the
product, recognising that one policy approach does not fit all sectors. We would also
like to emphasise the fact that consideration needs to be given to safety factors,
particularly when we're talking about major appliances. For example, in
comparatively recent times brominated flame retardants are recognised as a
significant safety enhancement in domestic appliances but they are a'so considered
by some regulators to be a hazardous substance and we maintain the need to
recognise that safety element in brominated flame retardants.

We would also like to inform the commission that our association is devoting
considerable resources to product stewardship issues at the moment, in particular
we're under considerable pressure from the New South Wales government to respond
to its priority statement and there is no single bigger issue for the association
currently than the issue of waste. So, with that short introductory comment, that's it.

MR WEICKHARDT: Okay. Thank you very much. | sort of detect a shift of
emphasis and focus in this latest submission from the one that you provided at the
time of the draft report. This characterisation might be incorrect but the draft report
or the first round of hearings | sort of, detected a, you know, sort of "over our dead
body" type of approach and there seems to be almost a grudging, sort of, acceptance
now to the idea of there being a national scheme. Would you like to just sort of - |
mean, it might be a false analogy but we seem to have moved from, you know, sort
of, those stages of, you know, death and dying from denial to anger and now to
acceptance.
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MR DOUGLAS:. 1 think it'sfair to say that the association's perceptions and
thinking on some of theseissuesis evolving. Itisalso trueto say, | think, that we
recognise that the New South Wales government in particular is being very forthright
in some of its demands and it's difficult for us to escape, if you like. We're not going
to get away by hiding our heads in the sand so to speak, that we do need to respond
and respond in a positive vain to what the New South Wales government is putting to
us. So acombination of factors, | think, has contributed to some change in emphasis
but | wouldn't call it aradical change.

MR WEICKHARDT: Okay.

MR FORTE: It'sprobably fair to note that AEEMA have formulated a major
appliance environmental working group so we are - that consists of ourselves,
Electrolux, Fisher and Paykel and the hot water service providersin Australia
representing the manufacturersin Australia and we're looking at the ways we might
satisfy the New South Wales government's needs in that environmental working

group.

MR DOUGLAS. We've aso done the same for lighting products and we have an
overarching environmental policy working group that cuts across all sectors of the
association. Wewould aso liketo table a letter that we have sent on behalf of our
major appliances members to the New South Wales government. That was just a
little over aweek ago we tabled this letter and it, | think, gives some indication of our
more recent thinking and particularly would like to emphasise the fact that we have
called upon the New South Wales government to assist a more detailed study of the
end of life fate of major appliances and some of the issues associated with waste
disposal of major appliances.

We feel that any action before we undertake such a study would be
precipitated, that we really need some hard data to better inform both regulators and
the industry of what future steps we might take and | think it really reinforces the
thrust of the Productivity Commission's draft report inits call for a more careful
analysis before product stewardship schemes are undertaken.

MR WEICKHARDT: Thank you. That letter we can use as a supplement to your
submission, can we?

MR DOUGLAS: Certainly would be- - -
MSJOHNSON: Yes.

MR DOUGLAS: Have no problems with that.
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MR FORTE: No problem with that.
MR WEICKHARDT: Okay. Thank you.

MR DOUGLAS: It contains some attachments as well but, again, no problems|
assume.

MR WEICKHARDT: That would be useful and | look forward to reading that.
But the issue you raise is an important one and it was a matter we were talking to the
Department of Environment and Heritage this morning and that is that sometimes
these product stewardship schemes appear to get a momentum of their own, a head of
steam up because one state government or another determine that some action has
taken place overseas and that therefore they better have one of those themselves.
Somebody in Sydney referred to thisas "policy envy"”, | don't know whether that's a
correct characterisation of it. The government would no doubt say they're
responding to the concerns that their communities have which may indeed be
elevated by some of these overseas activities but there seems areal risk that in some
cases the real objective or concernis not very clearly understood.

Now, if we turn to the issue of electronic waste and computer waste, are you
sort of clear asto what the fundamental underlying concern of the New South Wales
government is? Because I've heard this articulated sometimes as being a resource
conservation argument and sometimes a concern about toxic, you know, effluence
and leachate arising from the disposal of these products in landfill. Areyou clear on
what the objective is here?

MR DOUGLAS: | think it'sfair to say that the association is yet to be convinced
that the compelling arguments have been put by the New South Wales government,
hence our call for the study for appliances. So in answer to your question, no, we're
not entirely clear.

MR FORTE: One of the reasons we have offered to cooperate in astudy istoin
fact identify what the real requirements of the New South Wales government are.
We perceiveit primarily in adesire to reduce the amount of hazardous materials
going to waste. Secondly, to reduce the amount of material going into landfill. They
are the overriding issues.

MR WEICKHARDT: From your contacts with your counterpart bodies overseas
are you aware of any studies that have shown the degree of risk involved herein
these products going to landfill? Have there been any studies of the consequences of
those disposal techniques?

MR FORTE: What we have done so far islooked at two things; firstly, the amount
of waste to energy work that's going on overseas and we're very encouraged by the
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amount of calorific value that comes from our products that is successfully being
used to replace fossil fuels for energy in many places overseas and that's part of the
study that we would like to see further expanded and the other areaisthat we're
finding it difficult to get alot of data on it but there were some studies done in the
UK anumber of years ago which indicated that the hazardous materials from the
appliances, certainly the major appliance group, are relatively low and in fact are
similar to domestic household waste.

MR WEICKHARDT: Yes.

MR FORTE: So once again we would like some further work done on that, but we
do know that the amount of hazardous materials that arein larger appliances has
traditionally been fairly low, relatively low, compared to, say, consumer electronics
items and that they're actually decreasing, partly because of the European directives
and also because | think the appliance manufacturer certainly in Australia want to be
good corporate citizens, particularly - | don't want to say anything particularly about
Electrolux, but a Swedish company that has avery strong sustainability policy and is
very, very demanding in terms of its design of appliances to make sure that not only
they meet the restricted requirements of the European directive but also of a
voluntary restricted material list that the company has.

MR DOUGLAS:. A good corporate citizenship approach.
MR FORTE: That'sthe thing, yes.

MR WEICKHARDT: | mean, taking that point a bit further, I'm intrigued by the
comment in your submission that suggests that the companiesreally, | guess,
innovator and change their practices only as a response to tighter waste regulations
and, | mean, thisis an issue that we were again talking to DEH about. They have
suggested that governments do have arole in terms of helping to point out to
companies the benefits of cleaner production and lightweighting and areas of that. |
think there would be a number of people who would say, "That's not arole for
government. Governments should be setting the policy environment, making sure
that things are done that don't endanger the environment or the safety of individuals
and then a competitive free enterprise marketplace will sort out people who do things
efficiently versus inefficiently," but your submission sort of suggests that you almost
relish - thisis the sort of, "Whip me, whip me," type of request here.

MR FORTE: Perhapsit's because being in a situation where we think we are doing
the right thing, we're not afraid of additional regulatory requirements coming in, you
know, perhaps puts usin a better position being alarge company than some of the
smaller players who might in fact find it more difficult to meet some of these
requirements.
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MR WEICKHARDT: That turnsaround to the issue of regulatory capture because
again there's a sort of a concern others express that exactly that sort of phenomena
can occur where large corporations may perceive that they're better placed to respond
the tougher regulation which tilts the regulatory playing field in such away that it
favoursthem. | mean, do you feel that this might be an issue here?

MR DOUGLAS: | think there isacounter argument that sometimes the larger
companies are more responsible, particularly domestic. In our experience when we
look across the field at the association's activities, you know, electrical safety,
nothing to do of course with what we're talking about now, but my observation over
many yearsisthat quite often the larger domestic companiesin particular, domestic
manufacturers, adopt a more responsible attitude possibly because of convenience
that they would be, | guess, jumped upon if they didn't do it and would be singled out
whereas importers sometimes will take a different approach so it's often the case of
particularly imports from some of the less developed parts of the world, so | think
that is a counter argument to perhaps what you're suggesting.

MR WEICKHARDT: Yes. Intermsof the sort of activities that you want to see
carried out that might give more information and more facts around the risks and the
clauses for underlying regulatory action who do you believe should be doing this? It
seems that often it's the companiesinvolved in the industry who have, from their
own internal resources and their overseas experience, alot of the data here but the
community probably distrusts the information provided by the people in the industry
because they see they have an axe to grind and they're not necessarily independent
here, when you're calling on the New South Wales government to help fund a better
study into the end of life status for major appliances, who do you think ought to be
doing that study so that the community, if you like, trust the outcome?

MR DOUGLAS: | think it'sfair to say that we would be happy if independent
experts did such astudy. | mean, there are some reputabl e consultants who are not
aligned with industry who are engaged by government and by industry. They do
exist in this country and we would be happy if one of those independent experts were
to do the study. Of course we have offered to partially fund at least the study and we
would like some control over the choice of such a consultant, but we would be
prepared for an independent study, atruly independent study, to be done.

MR WEICKHARDT: Yes. Inl guessasort of ageneric do you think thereis
some sort of role for the federal government to resource some sort of body to act as
an adviser and an analyser of the facts or an extractor of the facts, compiler of the
facts, in these product stewardship schemes?

MR DOUGLAS: My own thoughts are that they would not necessarily have the
expertise to do it.
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MR WEICKHARDT: But they could task a body to do that. | mean, could
CSIRO as one example be a body that might provide areputable and | guess credible
source of independent advice rather than in the situation of having policy makers
responding to a sort of aconcern, afear, that's not particularly well substantiated at
this stage with facts.

MR DOUGLAS: | think on the face of it that would be acceptable.

MR FORTE: | would say exactly that. On the face of it that would appear to be a
very positive step.

MR WEICKHARDT: Yes. I'mnot here as a spokesman for CSIRO but it just
seems to me that the politicians do react to community concern but in many cases the
community concern is not well informed by facts and yet your organisation nor any
industry group who try to provide the facts is simply seen as being self-serving so to
break this nexus of being rushed into aregulatory action, it does seem that some sort
of better information and a better informed debate needs to be had.

MR FORTE: 1 think that's very true, and particularly in the case of landfill, nobody
wants to have a hole in their back with landfills going into, and in terms of waste to
energy there's a perception that nobody wants to have a giant furnace burning a
whole lot of rubbish in their backyard either. However, they have got to be informed
decisions when you decide not to go ahead with either of those options.

MR WEICKHARDT: Yes. You articulate on page 2 awhole range of areas where
improvements could be made in terms of design processes. Taking into account your
comment about the fact that there are playersin the industry who want to do the right
thing, the issue is are there impediments to stopping these things happening now?
Again do governments need to beat you with a stick to make these things happen or
can they happen now and if they're not happening now why not?

MR FORTE: | don't know that governments beating us with a stick is necessarily
going to give usthe best outcome. 1 think if we look down the list that we have got
there, the design options for disassembly, as a designer of appliancesit's extremely
difficult to make that a priority when you're trying to make things that are easy to
assemble rather than disassemble and although that might be considered the primary
thing that you're trying to do isto be able to put a product together very easily so it's
areal challengeto do that and | know that Electrolux has done alot of work in
designing things for disassembly and that may go to as far as saying, "Well, when it
goes into a shredder does it come apart better than perhaps a - you know, than it
would otherwise become.

So disassembly may not mean that it's easy to unscrew components from but it
may mean that it's got good disassembly as far as the waste treatment is concerned
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but once again it comes back to alack of datain many cases and really to understand
what's happening at the end of life of these products is something that | don't think
any of us understand and we don't really then understand the benefit of designing a
product that's easy to disassemble.

MR WEICKHARDT: That'safairly critical and interesting point becauseit's
exactly the sort of areathat DEH this morning were referring to and saying, "Thisis
why governments need to get involved in this area of trying to make sure that
companies do pay enough attention to those sort of total life cycle cradle-to-grave
type of issues.” Now, you said that you don't want governments beating you with a
stick so what isit that you want governments to do that ensure those sort of concerns
are addressed by companies when they manufacture product?

MR FORTE: | think thefirst thing they can do isto assist usin getting or advising
what the advantages are and that's coming back to this situation of data. Y ou know,
what advantages in terms of community benefit are there in having products that are
easy to disassemble.

MR WEICKHARDT: Why can't companies figure that out themselves in terms of
analysing how products end their life and therefore how they might best design those
products so that they minimise costs downstream or adverse environmental actions
downstream.

MR FORTE: 1 think the problemisthat optimising a product for the things that
you just mentioned there may not make it a competitive product on the marketplace.

MR WEICKHARDT: So you're saying that there is atrade-off to a manufacturer.
MR FORTE: Yes, absolutely.

MR WEICKHARDT: And if they take all those factors into consideration they
don't get rewarded for it.

MR FORTE: That'stheway | would seeit, yes.

MR WEICKHARDT: Yes.

MR FORTE: To have more data about it is something that we would welcome.
MR WEICKHARDT: Right.

MR DOUGLAS:. You can't necessarily translate data from, for example, Europe to

Australia because of the different processes that are used here. For example, we
understand that white goods are going into shredders with cars, end-of-life cars, and
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so that altersthe characteristics of the waste. We believe that the white goods are a
more benign product when they go through a shredder than automobiles because of
the oil and other pollutants in automobiles. But that's the kind of data that we need:
data unique to the country. We can't just borrow it from overseas.

MR WEICKHARDT: Just teasing out the issue that you're referring to, isit that
perhaps companies may be aware of things that they could do that would ease
end-of-life disposal or minimise risks at end of life, but are concerned that if they do
them voluntarily they may be at a competitive disadvantage and therefore almost
would prefer alegislative imperative to do them so that they can do them and do the
right thing, but not be put at a competitive disadvantage in the process.

MR FORTE: Yes. Electrolux have certainly done some studies in Europe
estimating the cost of producing products that are easier to recycle or disassemble
and these can add quite afew Euros to the cost of a major appliance to provide the
sort of outcomes that | guess as acommunity we'd al desire. Asyou point out then
that puts you at acommercia disadvantage to go the full Monty, if you like.

MR WEICKHARDT: Again, just pursuing that a bit further, accepting the fact
that ultimately we're al citizens of thisworld and we're all therefore exposed to both
the costs of producing and manufacturing product but also the consequences of them
being disposed of, if you looked right through the chain and the life cycle of the
disposal would those extra Euros being invested in the start of the production be
justified by the benefits that were gained by their easier disposal down downstream?

MR FORTE: | guessthat's a question which depends on the value you put to the
environmental advantages and, no, | don't have the answer to that. | just don't know.

MR WEICKHARDT: Becausethat plays exactly into the sort of area of the
extended producer responsibility type of schemes that are advocated by some, by
forcing the manufacturer to take responsibility for disposal. Their desire isthat the
manufacturer might think through the implications of disposal and take action to
minimise those implications.

MR DOUGLAS: Surely that would only really work if all manufacturers adopted
the same or similar principles and in the world market we have today it's very hard to
envisage that happening, unlessit were by aregulatory approach.

MR WEICKHARDT: Either that or if there were - and this again might be
extremely difficult in practise, but in theory if there was a differential charge of
manufacturers based on some assessed cost of disposing of their product which
provided some incentive to the manufacturer to design it for better disposal or ease of
disposal. But this comes back to, very clearly, understanding what the costs of
disposal and the environmental consequence readlly are.
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MR DOUGLAS:. Yes, determining that differential would be a major challenge |
would suggest.

MR WEICKHARDT: That having been said, | mean Electrolux as you mentioned
before are alarge and responsible organisation and operate in an environment where
| guess they would perceive their customers around the world, and particularly in
their native country, are concerned about issues of disposal. Have they experimented
with the option of trying to sell a product to consumers and saying, "This may cost
you afew more Euros, but thisis good for the environment because it's easier to
dispose of"?

MR FORTE: | can't answer that specifically, but there are certainly anecdotal
stories that in places like Sweden, for example, people will pay for all sort of
environmental advantages in terms of energy efficiency, water efficiency and
end-of-life disposal that would perhaps not be in other member states of the EU. For
example, | understand that in places like Poland there is not the same take up of those
Issues and thereis, say, in Sweden and Germany. So there's some proof to what is
being said, but | can't quantify it.

But in terms of studies, I'm sure that Electrolux would be willing to provide
information in that regard and they can probably get statisticsin terms of what turns
the button on in people in various countries and whether that is a path that we can
take. One of the statements that we make is that we will design products that are
more energy efficiency and water efficiency not only because there are regulatory
requirements for it these days, but because it makes good business sense. That's
ultimately, | guess, what we would like to come to, that it makes good business sense
to have products that are easy to dispose of aswell as produce.

MR WEICKHARDT: Coming to the Australian environment do you have any
market research or experience that indicates whether the Australian consumer is
prepared to pay apremium for a product that is easier to recycle or dispose of at the
end of itslife?

MR FORTE: No, we don't, be what we do have is some information regarding
what people will pay for in terms of energy and water efficiency.

MR WEICKHARDT: Inthose situations they're prepared to pay a premium?
MR FORTE: It'savery small percentage of people who are prepared to pay a
premium for those things. | believe it's around about 5 per cent of consumers are

prepared to pay a premium for a high efficiency, that's an energy efficiency product.

MR WEICKHARDT: So | assume without wishing to words in your mouth that
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comes back to thisissue of you'd aimost prefer aregulatory imperative to do it rather
than rely upon the good sense or good conscience of your customers?

MR FORTE: 1 likeyour idea of the incentive for companies, for those who are
doing the right thing to be given some sort of incentive or disincentives for those
who aren't; whether that's practical or not, | don't know. But | guessin short - and
you've put the words into my mouth - yes, | think that a regulatory environment is
probably the way that it will eventually have to go.

MR WEICKHARDT: You say you've written to the New South Wales
government sort of seeking this additional input. It sounds from that that you see the
New South Wales government being the sort of driver here.

MR DOUGLAS: Without question, the New South Wales government is the
driver. It hasresponsibility for electrical and electronic waste and - - -

MR WEICKHARDT: When you say "has responsibility for electronic - - -"

MR DOUGLAS: Weéll, we are told that under the ministerial council it has
responsibility for prosecuting these programs.

MSJOHNSON: And other state governments have different sectors; for example,
Victoria has delegated responsibility for the mobile phone sector, but New South
Wales and computers plus our sector.

MR WEICKHARDT: They'retaking aleadingrole- - -

MSJOHNSON: They aso asyou're probably aware have their own Waste Act.

| mean every state has its own waste legidlation. So their priority statement that they
Issue every year which isarecord of progress and a slight naming and shaming
document, is actually done under their own waste legislation, not under the
ministerial council. So they are convinced they're on fairly solid ground when they
do both of these things.

MR DOUGLAS: At the sametimein arecent meeting with the New South Wales
government we were told that they would prefer atruly nationa approach but if that
was not possible they had authority to go it alone.

MR WEICKHARDT: You believe from what you've seen el sewhere around the
world and indeed from what you know of the Australian legislative environment and
constitutional environment that they actually have the ability to go it alone? In other
wordsisthisanidlethreat or isit areal threat?

MR DOUGLAS. We have conflicting evidence and to be honest we simply do not
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know; possibly ultimately it could only be tested in court.

MR WEICKHARDT: Theissue of really what environmental risks or societal
risks are involved in end-of-life disposal of product, again if you look at your
counterparts el sewhere, where is the leading work being done in that area to sort of
flesh out what the real risks are?

MR FORTE: Wadll, I think the areas of greatest research are being donein the US
and Europe.

MR WEICKHARDT: So coming back to your sort of call to the New South Wales
government to perhaps contribute to some further study, would it be a matter of
actually doing some pioneering work or would it be a matter of assembling the
information internationally that's available?

MR FORTE: 1 think the mgjority of it is assembling the amount of data that's
available internationally and then seeing where the gaps are or the differences are in
Australia and making appropriate adjustments for that and bearing in mind that alot
of the products that we're talking about are in fact - the designs are driven from
overseas even if they're till being designed in Australiato some extent. We have to
be mindful of al those issues.

MR WEICKHARDT: Yes. | mean that again comes to an important issue because
the sort of proponents of EPR schemes talk about the fact that this does send a very
clear signal to a manufacturer or a product designer to design a product to mitigate or
minimise risk in ultimate disposal, but if the design of the product isnot in Australia
then the issue is the degree to which the disposal issuesin Australiaare similar to
overseas issuesor not. If we've got an EPR scheme we're certainly probably with

1 per cent of the world's economy not going to send asignal to a designer of an
international product. So to what degree in these sort of fields do you feel that the
Australian disposal risks and approaches are pretty close proxy for what's happening
overseas?

MR FORTE: WEéll, certainly in areas like design for disassembly they're very
similar. So | don't know the answer and we need to understand better we're the
similarities are and how we can benefit from what's happened overseas and not make
the same mistakes that are made overseas by the same token. But, yes, the fact that
we have got such asmall contribution to the problem, if you like, means that it's
going to be very interesting to see what the similarities are and what we can benefit
from from the overseas work that's already been done.

MR WEICKHARDT: Your first submission talked about lighting and lighting

products and you mentioned that in your introductory comments, but what's
happening in that area?
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MR DOUGLAS: Wearelooking at lighting. It'sadifficult product because of the
sheer numbers of them. It's difficult to transport a fluorescent lamp tube without
breaking it and the costs of recycling are high compared to the initial costs of the
product. We have a significant meeting coming up at the beginning of next month
actually, which will make some decisions, but at the moment all | can say isthat
we're looking closely at lighting and it isavery difficult product in terms of
recycling.

MR WEICKHARDT: Again, are you being driven by New South Wales here?
MR DOUGLAS:. Yes, we're being driven entirely by New South Wales.

MR WEICKHARDT: Okay, al right. Thank you very much indeed. Have you
got any further comments you want to make?

MR FORTE: 1 just wanted to perhaps emphasise that we believe that the waste to
energy option is something we really feel has been overlooked and dismissed in alot
of the work that's already been done, and the other point which is part of our
submission to the New South Wales Government is that we think the level of
recycling of large appliancesis actually much higher than is generally accepted. A
recent study in New Zealand indicated that 95 per cent of major household
appliances are, in fact, recycled in that country. So we think that the assumed levels
in Australia, which traditionally have been between 70 and 80 per cent, are probably
onthelight side. So one of the things we really would like to find out isjust really
what the real level of recycling of these productsis.

MR WEICKHARDT: Who do you hope will do that?

MR FORTE: Waéll, the independent consultant.

MR WEICKHARDT: You're happy to contribute to that.

MR FORTE: We're happy to contribute to the cost of that, yes.

MR DOUGLAS: We made that clear to the New South Wales Government in our
|etter.

MR WEICKHARDT: Right. Okay. Thank you very much indeed. We're going
to adjourn now until after lunch.

(Luncheon adjournment)
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MR WEICKHARDT: WEell resume the hearings now and our next participant are
the Cement Industry Federation, and if for the transcript you could give your names
and the capacity in which you're appearing, please.

MSBAIN: I'mRobyn Bain. I'm the chief executive officer of the Cement Industry
Federation.

MR RITCHIE: Stewart Ritchie, policy manager for the Cement Industry
Federation.

MR WEICKHARDT: Okay. Thank you for your submission and we've also got a
copy of your action plan - - -

MSBAIN: Okay, the action agenda.

MR WEICKHARDT: - - - punching above its weight, and have scanned that and
certainly read your submission in more detail, but if you'd like to make some
introductory comments that would be useful.

MSBAIN: Sure. | guessto start with, we'd have to say we're quite encouraged by
the draft report that you've put out. It certainly shed alot more light on waste
management than our industry and ourselves knew about in the first place. | guess
we come to the hearings with two issues which islaid out in our submission. Oneis
the issue again on the oil stewardship program, and we note your interest in that but
are dlightly perplexed as to why it came into the appendices of the document rather
than in the main report given it is one of the first product stewardship arrangements
that have come out and it actually does go against the principles of the hierarchy isa
wrong hierarchy that is heavy on interference in the marketplace in terms of the
whole program.

MR WEICKHARDT: Sorry, can you just clarify the comment you made about the
hierarchy.

MSBAIN: Thewaste hierarchy - so the triangle where they say energy from waste
recovery is right down there and the more you actually utilise or change the shape of
the waste then the higher up the hierarchy you seem to go. We challenge whether or
not that actually isagood way to look at waste, what makes higher up the hierarchy
more val uable because you change something from round to square. Does that mean
that it's of more value, better off to the community.

| guess the second issueis you raised in the report that modern landfills are
priced about right and we're certainly not disputing that. We are wondering how
many modern landfills there are in Australia and exactly what is a modern landfill as
opposed to a not-modern landfill. On that basis, islandfill pricing correct if
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not-modern landfills outnumber modern landfills. | guess that's our two points of
which we come here.

MR WEICKHARDT: Okay. Thank you for that. If | maybe turn to your second
issuefirst. | think our major emphasis about landfill was that landfills should be
regulated to attack the externalities of concern, particularly amenity issues, and to
address things like leachate and odour, and that the regul ations should be enforced
and that that was a better approach than applying leviesto perhaps penalise landfills
that didn't meet those sort of standards. | don't think we necessarily know how many
landfills are actually in that state. | believe that is a material issue and we've asked
for more information on that from various EPAs and regulators, but | don't think that
information is very transparent to most of the public.

Indeed, we couldn't find any evidence in theinitial investigations of any
landfills that, for example, were prosecuted for not complying, although there was
lots of anecdotal evidence from participants of the first round of hearings that some
landfills did not comply with the regulations. A New South Wales EPA who
appeared at the Sydney hearings - New South Wales Department of Environment
Heritage and Conservation, did actually say that they would provide us with some
information about landfill prosecutions, so they agreed that there have been non-
compliances, but our central point was regulate landfills, enforce the regulations and
then landfills should be priced at an appropriate level to internalise those
externalities.

Now, coming to the issue of the oil stewardship program, why wasit an
appendix - well, partly because it technically isn't part of our terms of reference, it is
not a solid waste, but it was a good example, we felt, of product stewardship program
that perhaps one could learn from. But we, | think, did make some comments along
the lines you have that there is an attempt to bias or to favour certain end destinations
of recovered oil. Now, the DEC appeared here this morning and they made the point
that the preferred outcomes were being favoured, those that had, | think - if | can find
their submission, they used the expression those that have - let me pause a moment
and I'll find the exact words they used. They're talking about the product
stewardship program:

It was recognised that a more expensive recycling process was likely to
require more incentive but would deliver a better quality product with
improved environmental outcomes.

Now, | did ask them, and you can look at the transcript, on what basis had
those improved environmental outcomes been ascertained, and | did point to the
example you use of the ChemClear scheme and the fact that perhaps by skewing the
waste oil scheme that product had been taken away from that application and that
might have had a second order environmental outcome. The DEH simply said that
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there had been quite a thorough study and the scheme was put in place after that
study of the environmental outcomes, and they said that it was not just asimple
following of the waste hierarchy that led to that scheme.

Now, they also in their submission pushed back against some of the material
that we used in the draft report which cited an Allens study, and they claimed that
that Allens study was based on some overseas experience in oil recycling which
wasn't relevant to Australia. So you might like to look at their commentsin their
submission and also in their transcript.

But coming to that oil stewardship program, afew people who | have asked in
hearings about the government's approach here have pushed back alittle bit and said,
"The cement industry are not being denied waste oil, they're perhaps not getting
waste oil at athrowaway price any more. Waste il isno longer, if you like, a
distressed seller. There are other competing uses for it and if the cement industry
want waste oil they're quite capable of buying it but they have to pay, 'Now afair
price." Have you got any comments about that?

MSBAIN: | wonder what afair price is when you're being paid 50 cents alitre
under the oil stewardship program for lube-to-lube and 3 cents alitre for energy from
waste. What isafair price when you're competing lube-to-lube on the price of a
barrel of oil intoday's market. We're using waste oil as compared to coal, so it's
quite difficult to measure up apples and apples when you're operating in two different
markets, but if one gets 50 cents and one gets 3 cents, thereisaclear signal by
government that they have a preference as to where they actually want their waste oil
directed. But not only do they get 50 cents alitre, the lube-to-lube company which is
based in Wagga, received 2 million - - -

MR RITCHIE: 3-somemillions.

MSBAIN: Severa million to establish their plant because it wasn't established, so
(a) we're competing in adifferent market, coal versus oil in today's prices, and even
five years ago, five year prices there's a significant difference between oil and coal.
The cement industry actually has - what it has done is priced hazardous waste higher
to the person trying to dispose of it in order to actually pay the waste oil. So it
actually has still moved there, but we still have this unlevel playing field in terms of
lube-to-lube. DH also have said to us that, "There is buckets of waste oil out there so
just go out and collect it." We have asked the question, "Where isit?' Soin
statistical termsthey will say, "There are this many million litres of oil,” but
principally the oil that isrelatively easy to get or in a concentrated market is probably
a better way to describeit is actually being sought for and competed against in a 50
to three cent subsidy rate.

Now, aswe said the first time, we don't careredly if it's 50 cents al or
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three cents all or better no cents all; does the government need to intervene in the
market to actually pick up waste oil? | guess why we focused on waste oil is because
we have so many other product stewardship councils on the move, whether it's tyres
or telephones or fridges or whatever, is the general principle right that the
government must intervene in the marketplace and does the consumer in the first
place have to pay for that?

MR WEICKHARDT: Yes. | think that DEH have said that that oil scheme does
come up for review fairly soon and | think they said at the first round of hearings that
the subsidies were put in place for a period of time to establish alube-for-lube
facility but that this was not sort of a permanent type of arrangement so it may well
be that the playing field becomes more level astime goeson but | guess | was
interested in their comments that this had been after looking at environmental
outcomes and | was interested as to whether or not you had had any part in any sort
of study of looking at the environmental consequences, taking into accounts things
like the ChemClear approach. Were you part of any study there?

MSBAIN: No, weweren't. Allensdid the review of which you cited in the report.
They did the review of that.

MR WEICKHARDT: Yes.

MSBAIN: Therewasaso, asl think they did say in their origina submission, that
there was areview of the program. There was areview of the program prior to the
last federal election, 12 months prior to the last federal election, with awhole series
of recommendations of which have not been implemented because the federal
election took place and it takes time et cetera.

MR WEICKHARDT: Right.

MSBAIN: It hasalready had one review and it would be extraordinarily helpful if
those recommendations of that review actually took place.

MR WEICKHARDT: Yes.

MSBAIN: But the principle of the program still remains: does the government
have to intervene in waste policy in thisformat? Isit really up to the taxpayer to do
this?

MR WEICKHARDT: Yes. | understand your question and I'm not here
unfortunately to answer that but let me just clarify that at the moment | think you're
saying, putting aside the ChemClear issue, that the cement industry really can't
access any large volumes of waste oil at a price that's attractive enough compared to
alternate fuels?
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MSBAIN: Waell, compared to coal. | mean, thisfuel is competing with coal.

MR WEICKHARDT: Sure. Sothewaste oil at the moment is going to other
applications, whether it's lube-to-lube, and the cement industry is burning coal.

MSBAIN: The cement industry is burning coal plus gas.
MR WEICKHARDT: Right.

MSBAIN: Soit competeson two fronts; coal and gas. We still do take waste oil
and a reasonable amount of waste oil. There are two plants. Oneisthe plant at
Waurn Ponds which is adirect cement plant and it's being fed waste oil which isthe -
| think it's called waste oil bottoms which is once it has gone through all of the other
processes from lube-to-lube et cetera, then you get the black sludgy stuff and that's
what's going in to Waurn Ponds. Then the second application that the industry uses
is the ChemClear so it's taking hazardous waste and using waste oil as the solvent
that can dispose of the hazardous material.

MR WEICKHARDT: Yes.
MSBAIN: Itturnsthat into afuel and it runs up through Queensland.
MR WEICKHARDT: Yes.

MSBAIN: Sowe havetwo dlightly different, although from the same industry,
applications for the product.

MR WEICKHARDT: The approach in the ChemClear case sounds reasonable
from one point of view. 1'm sure my colleagues in the chemical industry might not
seethisbut if they have got to get rid of a hazardous waste, and thisis the only way
of doing it, then they have to pay whatever it takes and if that's more than they were
previously because waste oil is now more valuable, well, so be it.

MSBAIN: Yes. Then on that basisthat's why we asked you the question about
landfill because the other side of the equation is it needs to compete with the other
means of disposal which islandfill.

MR WEICKHARDT: Yes. That would be both liquid and hazardous.
MSBAIN: That'sright.

MR WEICKHARDT: So ontwo categories unfortunately that falls outside my
terms of reference.
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MSBAIN: Yes. We understand that which is most unfortunate because you have
got then two ends of the market.

MR WEICKHARDT: Yes.

MSBAIN: But at the moment your - well, let me not put words in your mouth. Do
you understand that most of the product is still being disposed of through the cement
Kiln process or is there quite alarge quantity of that hazardous solvent going to
landfill.

MR RITCHIE: What tendsto happen isit tendsto delay the disposal process so
you end up with material and stock that, by virtue of the fact that they find it much
more difficult to source, you know, a suitable waste oil to blend with, those materials
end up in stock for alonger period of time which will have the impact that it may
well slow down further collection of materia through ChemClear-type programs.
Also obviously the cost of those programs will inevitably increase as well.

MR WEICKHARDT: Yes.

MSBAIN: 1 think the Geocycle plant in Dandenong is quite a unique plant which
isrelatively misunderstood in that it's designed actually to create afuel so it's not
designed as an alternate to landfill disposal. It'sabusinessin its own entity designed
to make afuel to fill acement kiln. When it wasfirst started, which is 15 years ago,
waste disposal and waste management in Australiais very different than what it is
today.

| have to say we're pleased about that; that we have grown and things have
travelled along quite well but when we do have difficulties is where the government
has actually intervened through a program that has not recognised this as a legitimate
form of disposal, so alegitimate form of use for waste oil or any solvent, liquid
solvent, and alegitimate form of disposal of hazardous waste, so because there are
not lots of them around there's only two in Australia. One deals with Schedule X
Waste which isin Brisbane and then this other one in Dandenong so there are not a
lot of them about but they have been around for a considerable amount of time, and |
might say lost money for a considerable amount of time.

That's up to the company if it wants to continue to operate at aloss but since
the cement company, Cement Australia, has actually taken it over, then it has a direct
means of sourcing its fuel supply so things are actually looking considerably better,
but as the country has moved away from solvent-based, say, oil-based paints or from
any solvent that has got a calorific value, then the squeeze for that material to dispose
of the stuff is on and we just see this program as quite a problem, not that we have
resolved that.
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MR WEICKHARDT: Butif hypothetically we project forward to a situation
where perhaps al subsidies are withdrawn from the oil stewardship program or
there's acompletely level playing field, and if the lube-to-lube people are prepared to
pay more than your members are for the oil, are you entirely at piece?

MSBAIN: Absolutely. So beit.
MR WEICKHARDT: All right.
MSBAIN: Letthe market reign.

MR WEICKHARDT: All right, thank you. Now, you aso raised some pointsin
your submission about the issue of classification of wastes and the availability of
particular products for use in the cement industry, the SEN materials.

MSBAIN: Yes.

MR WEICKHARDT: Y ou make acomment saying you believe auniform
classification system isalow cost and sensible first step towards harmonisation.

MSBAIN: Yes.

MR WEICKHARDT: Can you tell mewhy you think it'salow cost step because
if it were I'm wondering why it hasn't happened.

MSBAIN: Why wasn't Australiafederated in thefirst place. Yes, sorry.
MR WEICKHARDT: Pass.
MSBAIN: Yes.

MR RITCHIE: | think that comment was really made in relation to some
difficulties that were expressed in the report about the cost of the uniform regulation
within the states. Within the report that seemed to be linked also to classifying waste
and | guess what we're really trying to say was distinguish that the regulation very
much depends upon the classification system that's in use. In other words depending
upon how a particular jurisdiction classifies the material then the regulation follows.
Now, at the moment we have got a mixed bag of regulation and a mixed bag of
classification systems so really, you know, we felt that a classification system is not -
we're not re-regulating. It should be more atechnical issue. It should be arelatively

gasy step.

| think we made the point in our first submission that, you know, the EPHC
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was running an inquiry into classifying certain materials and | think the point we
made there was that why do we keep, you know, preclassifying materials? Why are
we arbitrarily calling them something and then looking at the classification for that
rather than a broader based approach to materials classification based on hazard
which isreally what it should be. Y ou know, we keep throwing back to - well, |
guess, you know, what we have seen up in Toowomba this weekend is a classic case.
you know, focus on recycled water and how we classified that rather than the whole
thing. So that wasreally the reason for that comment.

MR WEICKHARDT: All right.

MSBAIN: Ourissueredly isfly ash and slag, that's principally the SEMs that we
use, and dependent on which state, and | can't give you a specific example - Stuart
might be able to - of sometimes the state will actually classify fly ash or dag as
non-hazardous, but then it may trigger atravel time or it may trigger aweight or
something at the local government and then it will change into a hazardous
substance. Well, it hasn't changed its identity just because it's transported from A to
B. If it wasjust a straight regulatory system or classification that says, "Thisisfly
ash and if it has content of X, Y and Z," then it's either hazardous or it's
non-hazardous, so at times we actually trigger state plus local government in terms of
the SCM issue, and that's just a deterrent to pick it up. Because sometimesit's just
all too hard and we'll just keep making clinker.

MR WEICKHARDT: | understand that there are some exemptionsin place that
allow you to get, you know, sort of around these classifications and then use the
material. Somebody has told us - and don’t ask me who - that the classification
system or the exemption system actually is now starting to work quite well in
Queensland and New South Wales. Isthat your experience or not?

MSBAIN: Queendandis.

MR RITCHIE: Wél, Queensand has some additional regulation now that is
essentially alicensing type of process whereby you can put an application into the
jurisdiction and based on the merits of the material and the materials used, they'll
provide you with the licensing. But it's essentially a permitting process rather than a
classification regulation process. Before that instance, fly ash was dealt with by
virtue of apolicy statement of the government. While that may be convenient, it
won't stand up in acourt of law.

So effectively you've got business operating with materials under the promise
that a government effectively won't prosecute. If that situation was to change, you're
contravening the law. Soit's not - well, it'samarriage of convenience, | guess.

MR WEICKHARDT: But it'ssort of working, you're saying?
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MR RITCHIE: The processworks. | don't think it worksin an ideal manner in
that effectively it'salicensing or permitting type of arrangement, and | think what
we'rereally saying is, "Let's get the classification system right, and then let's work on
a consistent regulation approach to those particular hazards." Y ou know, | think a
good example isin the dangerous goods and transport and how they do that, whichis
based on, you know, a material testing regime; identifying particular hazards and
then putting in place guidance on how to deal with those hazards in the specific
instance in transit.

| think that’s a good model for how we should deal with other use of storage
and regulation of materials. But we keep falling into thistrap - and fly ashisa
classic example that fly ashes aren't fly ashes, and that's unfortunately atraditional
term that we've used for a whole range of materials that may have awhole range of
hazards. Because they have awhole range of hazards, we tend to take the most
conservative approach in regulating those, rather than saying, "Well, you know, this
particular set of materials exhibit a certain range of hazards and we should deal with
those in a certain way."

| think the essence of the New South Wales classification system is around
that, that you have a series of tests and they're classified as inert or hazardous or - |
can't remember the exact categories, but to me that makes much more sense.

MR WEICKHARDT: Okay. Thank you for that. Now, one product stewardship
scheme which is another scheme that is mooted and is relevant to your industry isthe
tyre product stewardship scheme. We made a comment in our draft report that whilst
we can understand the requirement that | think Victoria have to see tyres shredded,
so that if they are disposed of in landfill they don't cause problems, but once they're
shredded there should be alevel playing field of disposable options either to landfill,
to the cement industry if they want to useit asafuel, or for people to make rubber
mats or whatever out of it. Now, I'm assuming - - -

MSBAIN: Swans sounds good - rubber swans sounds good.
MR WEICKHARDT: Rubber swans? Okay.
MSBAIN: Sorry, | was- - -

MR WEICKHARDT: [I'm assuming you don't have any problem with that sort of
approach?

MSBAIN: | can't say wereally do.

MR RITCHIE: | guessnot. | mean, | guessit seemsto usalittle perverse that
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you'd expend energy into processing a material that is an excellent fuel grade
material but then bury it. Now, while | understand from an economic perspective
that maybe that's what the market dictates, it seemsto us that that's, you know,
something of a market failure situation.

MR WEICKHARDT: Surely it's up to your membersto decide whether they want
to procureit.

MSBAIN: That'sright.

MR WEICKHARDT: If they're not prepared to pay the alternate price of
landfilling it, well, so beit.

MSBAIN: That'sright. Aslong aslandfill - and | guess that comes back to our
guestion: how many landfills are priced appropriately.

MR WEICKHARDT: Sure.

MSBAIN: Aslong aslandfill ispriced appropriately, because you put shredded
tyres or whole tyres - whatever tyres - ultimately you're going to create methane.

MR WEICKHARDT: | don't think shredded tyres will create too much methane.
MR RITCHIE: Notfor alongtime.
MSBAIN: A thousand years.

MR WEICKHARDT: | think they're pretty inert, but, | mean, at the end of the
day, if you're competing with a landfill - - -

MSBAIN: That'sright.

MR WEICKHARDT: - - - you're competing with one supplier or one outlet that's
going to charge money to take the product away and you're saying thisis avaluable
fuel.

MSBAIN: Andif it'ssovaluable- - -

MR WEICKHARDT: If your members aren't prepared to - - -

MSBAIN: ---tous, wed pay for it.

MR WEICKHARDT: If your members aren't prepared to take it away at aprice
that competes with landfill, they're pretty tough hombres.
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MSBAIN: That'sexactly right, knowing full well that our members compete with
energy on the price of the basis of coal or gas, you know.

MR WEICKHARDT: | don't think you normally get coal or gas at a negative
price, do you?

MSBAIN: No, but if tyres went the right way, would cement kilns actually take it
at anegative price? Would actually they pay? | guessthat's a question | can't answer
and it depends on the price of coal ultimately, and it's up to the companies, whether
it's cement or whatever it is, whether or not they choose to put tyresin or choose to
put coal, yes. But do we have a problem withit? | don't think so.

MR WEICKHARDT: Okay. Good.

MSBAIN: | guessoveral the principle of the three cement companiesis that we're
not an interventionist type of industry. We don't believe in interventionist
approaches. We certainly don’t believe that governments should pick winners or
losers and yes, we are strong believers that the market will naturally do what the
market does. Would we have ever been here before the Productivity Commission on
waste management? Probably not, unless the oil stewardship program drove usto
this point, because it is clearly an interventionist approach. Let's hope that the tyres
don’t go in the same direction.

MR WEICKHARDT: | think certainly some of the early documents we saw
suggested that there would be a waste hierarchy approach to the use of products out
of tyres, which is the reason we made the comments we did in our draft report.

MSBAIN: And the reason of which we fully agree with your comments is to what
Isthe basis of ahierarchy? Who sayswhat's best and what's not best?

MR WEICKHARDT: | mean, we've got no difficulty if there is an appropriate
study done of the environmental consequences of certain uses of these resources, but
based on a simplistic generalisation of waste hierarchy | think is not an appropriate
way to determine the right sort of approach here. So it may well be that if you look
at atotal life cycle and analysis that making rubber mats or even rubber swansisthe
right way to go - well, if so, that's all right, but ssmply pointing at a generalisation
rule book like the waste hierarchy seemed to us to be an inappropriate method of
determining this.

MSBAIN: 1 think when you add the waste hierarchy to the underlying capital
subsidies that come out of the program, like we said before, the lube to lube
operation that receives 50 cents alitre for oil didn't exist prior to the hierarchy or the
structure of the program being set up, and not only do they receive that type of
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approach from the government or really from the consumer, but they got an
additional $2 million to pay for thisfacility. If the facility had been able to stand up
initsown right then it would have. Isthat the best way to spend a taxpayer's dollar?

MR WEICKHARDT: Okay. That'sagood lead in to my next question which was
acomment in your Punching Above Its Weight document on page 46 where you say:

Government involvement in making available more information on
potentially recyclable materials, particularly in making existing
information more available and encouraging basic research into
candidate commercial materials, would also be useful to other industries.

Why don’t the industries do this stuff themselves?

MSBAIN: Wedo actually. Wedo do alot of it, trying to ascertain where the
waste is, how much there is and how much it will cost to actually bring it in. But we
also see that the waste industry isinitsinfancy. It'sdesegregated. It'skind of likea
hole in the ground and people throw stuff in, and then it's grown from there. It
would - in developing Punching Above Its Weight, we actually spent afair bit of
time with Geo Science Australiatrying to line up al the various plants and
operations in the facility of the cement kilns, like the power stations, the steel
manufacturers, aluminium, pulp and paper plants.

While Geo Science Australia had some information, probably 1'd have to say
no more than what the three companies themselves had at that time. When you
extend past the obvious and start to look at wastes that arein landfills, it's very
difficult to extract the information that's required. So exactly how much demolition
timber comes out of the South Australian landfill and - or goes into the South
Australian landfill. So if we were looking at putting on a demolition timber line into
Broken Head, then can you? Like does South Australia produce enough of that? If it
doesn't, where are the other landfills? What's the cost of transport, et cetera?

So there'salot of information that is not there and that's why we brought it up
in the report, in our Punching Above Its Weight. If wereally want to start to utilise
stuff that istraditionally in landfill and start to view it as aresource rather than a
waste, then we're going to have to get our act together and find out how much there
is, where you can source it, how much the transport costs and view it like we view a
normal resource operation; whether it's coal or iron ore or whatever it may be.

That's a choice for the country really: isit awasteor isit aresource? To a
large extent it's a choice for companies like the cement companies. Likel say we
have - and we do put a significant amount of energy into finding out where these
materials are and in what form they can come, and all of that, but it's at the very basic
- when you look at Europe and what they do with those cement kilns over there, they
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are so far in front of us, but they view their landfills very differently to how we view
ours, and they view their cement kilns, | have to say, very differently aswell. |
think maybe it will happen. It'sjust progression.

MR WEICKHARDT: Okay. Look, thank you very much indeed for your
submission and thank you for appearing.

MSBAIN: Thank you.

MR WEICKHARDT: Okay. WEell just adjourn briefly.
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MR WEICKHARDT: So our next participant is the Federal Chamber of
Automotive Industries and if you could give your name for the transcript and the
capacity in which you're appearing, please.

MR STURROCK: Certainly. Peter Sturrock, the chief executive of the Federal
Chamber of Automotive Industries.

MR McKELLAR: Andrew McKellar, director of government policy, aso Federa
Chamber of Automotive Industries.

MR WEICKHARDT: Thank you very much indeed and thank you for appearing
and thank you for your submission. If you want to elaborate or any aspects of that,
please do so, but assume we've read it.

MR STURROCK: Thank you. We would like the opportunity to present our
views on the commission's draft waste management report. As our submission of
30 June indicates, the FCAI believes that the commission's draft report presents a
robust analysis of existing and proposed approaches to wast management in
Australia. In particular, the chambers takes a close interest in the analysis and draft
recommendations relating to issues of extended producer responsibility and product
stewardship.

Product stewardship arrangements are either already in place or have been
proposed for a number of automotive-related products. The FCAI is currently
examining the possible implications of proposed arrangements for used tyres. We
believe that the commission's draft findings and recommendations in relation to these
issues appear to be well founded. We agree with the direction of the commission's
findings and would encourage the commission to confirm its conclusionsin its final
report.

Turning to the specific issue of the proposed product stewardship arrangement
for tyres, it's to be noted that with the equivalent of around 35 million new passenger
tyres entering the Australian market each year it has been estimated that
approximately 21 per cent of these are original equipment fitted either to imported or
locally manufactured vehicles. FCAI as the industry body which represents local
vehicle manufacturers and importers of passenger cars, off-road vehicles, light
commercials and motorcycles, clearly has a strong interest in any arrangement which
may arise from the activities of the tyres roundtable.

FCAI holds significant reservations about the proposed tyres product
stewardship agreement and the associated proposal to introduce an advanced
recycling fee, levied on tyre importers and manufacturers. FCAI notes that the
proposed agreement establishes atarget to divert 90 per cent of used tyresto
approved end markets within 10 years. We maintain that thistarget has been
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arbitrarily determined and that there is no evidence that we are aware of to indicate
that it represents an optimal balance between disposal and alternative uses for
end-of-life tyres.

Given that there are arange of alternative uses which could yield a possible
value for used tyres, FCAI agrees with the commission's observation that market
forces should be able to determine whether it is more appropriate to recycle tyresinto
other products or use them to generate energy rather than landfill shredded tyres.
FCAI questions the effectiveness of proposed arrangements for an advanced
recycling fee to be imposed on new tyres as they enter the Australian market. Itis
unclear how such afee would be reflected in subsequent pricing of tyres or new
vehicles but it is difficult to see how it could more effectively reflect the cost of
disposing of waste tyres to consumers or to provide appropriate incentive for
increased recycling or re-use of used tyres.

Indeed, it is noted that in many instances tyre retailers already impose afee on
consumers to cover the cost of handling and disposal of used tyres. While there may
be a debate about the extent of awareness by consumers about what they are for it
would seem that this approach islikely to be more transparent and more accurately
reflect the actual costs of collection and disposal than an alternative fee levied at the
manufacturer or importer level. On the basis of the evidence available at thistime,
the FCALI believes that arrangements proposed under the draft tyres product
stewardship agreement do not meet the requirements described in the commission's
draft recommendation.

Accordingly, we believe there is afirm basis for the commission to confirm
this recommendation or strengthen it to conclude that the proposed product
stewardship arrangement for tyres should not proceed in their current form. In
closing can | reiterate that the FCAI believes that the commission's draft report
provides a compelling analysis of the public policy implications of current and
emerging approaches to waste management in Australia. We await the commission’s
final report and the government's response with interest. Thank you.

MR WEICKHARDT: Okay. Thank you very much indeed. Can you help me
understand better why the FCAI only became part of the tyres roundtable in

late 2005, because we had been led to understand that this tyres roundtable have been
talking about the issue for many years.

MR STURROCK: We have had quite informal discussions with representatives of
the tyre industry over a couple of years along the line of - they were contemplating
creating some future plan and that it was a matter that they were considering but
there was no formal structure or no formal plan put to us at any point. It was only
late in 2005 last year that we became aware of a plan being developed through DEH
and it was then that we said, "Just aminute. We need to beinvolved inthis. Thisis
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directly affecting us and if you are drafting a proposal surely you should be talking to
usin quite aformal fashion." DEH was somewhat embarrassed by the oversight as
were, | think, the tyre industry itself and quickly involved us in those discussions and
hence our involvement from that time to this.

MR WEICKHARDT: | presume for your industry thisis not exactly a unique
situation. | assume that disposal of tyresin other locations around the world is an
Issue that has been debated and | guess, but | don't know, that thisis not the first
product stewardship scheme or extended user responsibility scheme for tyresin the
world that's being mooted.

MR McKELLAR: No.

MR WEICKHARDT: Based on that experience what's your observation about the
scheme that is being proposed for Australia?

MR McKELLAR: Yes, that'sright. There are in place around the world a number
of arrangements, product stewardship arrangements, for disposal of tyres. | think it's
fair to say that in general the way they are structured is that there is some sort of
pricing arrangement established at the consumer level so that there is a transparent
signal to the consumer about what the cost of tyres disposal will be. In fact currently
in Australia of course in many instances that sort of mechanism, as Peter mentioned
in hisintroductory comments, already exists.

At the moment there is afee charged to consumers for disposal of tyres. So
| guess we would say that if an arrangement is to be contemplated it should seek to
ensure that there is transparency at the consumer level, that people see and
understand that they are paying afee for the disposal of their tyres or the collection
of their tyres and disposal of their tyres and that fee should be set to appropriately
represent whether or not the tyres are going into alandfill disposal or whether they
are going to some aternative use and presumably the pricing should reflect that
accordingly.

If there's a positive value on the tyres for use as an energy source or some other
aternative tyre-derived product then that will be reflected in the price and the
consumer will be ableto seethat if that's the case then they will pay lessfor their
tyres. | think where we would see this scheme that is proposed under the tyres
product stewardship proposed agreement, it's an advanced recycling fee which would
be levied on importers of tyres whether those be in loose consignment or vehicles or
on the manufacturers of tyres.

Now, particularly when you're bringing vehicles into the country with tyres

fitted there are fixed pricing points that are established and it's very difficult then to
reflect that or pass that on through the supply chain. So effectively it's a straight hit
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to the vehicle importer or manufacturer and not something that is easily then passed
on through the supply chain to reflect the true costs to people down theline. So

| guess we would see that in that senseit's not clear that the arrangement that's been
proposed will lead to a better or more transparent outcome that is likely to lead to
changed behaviours. We would see that an alternative set of mechanisms needs to be
contemplated that will more effectively address any sources of market failure,
externalities or other sources of market failure, and lead to a more effective outcome.

| guess that's why we see the commission's analysis and its findings and draft
recommendations as really being a breath of fresh air in terms of the approach to
these issues and presenting a much more considered path to take.

MR WEICKHARDT: Thank you. | guess| do understand however that one of the
concerns that the various governments are wrestling with here with the industry is the
issue of illegal disposal and afee that's imposed on people at the moment that they
are disposing of or changing over tyres does, | guess, provide arisk that some people
decide to evade that fee by some form of illegal disposal or hoarding them or putting
them in stockpiles, and they then cause fire and there are sorts of issues around that.
But coming back to your point about the levying of some charge up-front, | guess|
struggle to understand why that would not be passed on to the consumer in exactly
the same way as the duty on the import of the car or the port charge or the
government charge of stamp duty or whatever else. | mean it's just another charge
that presumably the final distributor of the car would include.

Now, whether that would be transparent, afee, and I'd be interested in your
figure of how much that would be per car, but | can understand it might not be very
transparent, but nor are awhole lot of other charges that are added on to the car when
you buy it.

MR McKELLAR: | guesstheissueisfundamentally the cost and it'sacost in
terms of manufacture and distribution is one that that's under enormous pressure right
across the industry. Adding additional costs for such things as we're describing
simply goes against the whole objective of the industry to keep reducing costs and so
any particular additional fee that may be contemplated to be added to, for example,
the cost of new tyres coming in on an imported vehicle or aternatively the cost of
those tyresfitted to alocally produced vehicle, would simply add to that cost and
then it multiples back through the cost structure to the ultimate retail price.

Now, as you rightly point out there are araft of varying costs and charges and
fees and other things which make up the final cost price of a new vehicle, whether it
islocally manufactured or it isimported, however, the whole issue of the industry is
one of costs down, costs reductions, greater efficiency and this simple issue goes
directly against that whole trend. So that's the fundamental issue in the first instance
aside from the second point being the transparency issue, if you like a cost added

Waste 31/7/06 1038 P. STURROCK and A. MCcKELLAR



that's simply lost in the whole transaction price and is largely forgotten.

For those two basic reasons and the other matters we've outlined in our
presentation we do believe that an end-use type disposal chargeisafar better and
more transparent way to identify what that cost is. Secondly, if there could be a
market that can be further enhanced for the use of used tyres, be it for landfill or for
energy use or whatever, then surely that market use would attached a value to the
used tyres and could create greater efficiency in the use of those used tyres.

MR WEICKHARDT: | understand that point, but just coming back to the likely
impact on the industry of an up-front charge, how much isthat likely to be per
vehicle?

MR STURROCK: Weéll, the discussion ranges from afew dollars atyre to maybe
20 or 30 dollarsavehicle. It'san unknown factor.

MR WEICKHARDT: Giventhefact that if this scheme wereintroduced,
everyone will be paying it.

MR STURROCK: Yes.

MR WEICKHARDT: Do your studies of the price elasticity of demand for cars
suggest that an extra $20 a vehicle is going to stunt the growth of the industry?

MR STURROCK: Weéll, it'stheissue of the cost being imposed on the vehicle
importer or manufacturer in an arbitrary sense to simply cover the cost of disposal of
the used tyre at some future point.

MR WEICKHARDT: It'shardly arbitrary, isit, if it'sto ensure that the tyres
which could be in incorrect disposal or burning a hazard, if it's intended to eliminate
that risk, it's not arbitrary. It might not, in your view, be the best approach, but it's
not arbitrary, isit?

MR STURROCK: | don't think that there's any real evidence to suggest that
people that are, if you like, buying tyres or changing tyres over, are being turned
away by the concept of the fact that in buying four new tyres for their vehicle or two
new tyres or whatever, that there is a small charge added for the disposal of those
tyres. We're not suggesting that people are baulking at replacing their tyres or
disposing of their tyres suitably through the retail outlet simply because of that
so-called reuse or disposal fee.

Coming back to the first point about the cost of a vehicle and a 20 or 30 dollar

cost on the vehicle affecting asalesissue, it isall about the cost impact on vehicle
manufacturing and distribution and the brands to an individual brand would say to
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everybody that in the cost down pressure that ssmply adding additional cost to the
cost of tyres or any other basic commodity is something that they're trying to avoid
and hence the very, shall we say, rigorous sourcing arrangements which go on
regarding components, including the negotiation of the purchase of new tyres.

MR WEICKHARDT: Peter, | assume rather mischievously then al your members
would agree that taking the duty on the cars away entirely so that we get even greater
cost down on the price of anew car.

MR STURROCK: Ultimately dutieswill disappear as they are scheduled. It was
part of the long-term government plan and | think the industry accepts that very
clearly in the spirit with which its been delivered.

MR McKELLAR: Justontheissueisit arbitrary or not, I guess one point thereis
that in what has been proposed, if you like, there would be a more or less uniform fee
that's charged at the point of entry to the market. Now, | guess our proposition
would be that the alternative to that isthat there is a choice at the consumer level that
reflects locally the cost of disposal, and that cost will be influenced either by the cost
that isincurred in disposing of tyresto legal landfill, or alternatively to their saleto
somebody else who wants to use it as, you know, for development of tyre derived
products or in fuel or whatever it might be. So it really should be the marketplace
that determines what that is.

Now, in each case that pricing needs to effectively reflect the full cost of
landfill disposal if that's going to be the case or the alternative, but in essence, let the
market determine that. If there's a positive value that can be attached to these
products as an alternative use, then that will influence the price that the consumer
pays when they buy the tyres or when they dispose of their old tyres, rather than try
and set up some sort of artificial centrally planned constraint which says, "We'll run a
model, we'll work out what the average figure should be, then we'll impose that on
every tyre that comes into the country,” and whether or not that gets fully transmitted
through the supply chain or not, and | guess our point is that given the sort of fixed
pricing points that just as a function of reality exist in the marketplace, you know, a
2990 vehicleis not going to be a 2990 vehicle plus $5. That's unredistic.

Those price points are going to be determined by broader factors. We are not
going to add those little increments on, it's just going to have to be absorbed and
people will lose margin. At the end of the day is market efficiency improved by that.
Isthere atransparent signal that ends up going through to the consumer or not. Now,
you know, in some instances it may be passed through, in other instances it won',
but by the time you get down to the point where the consumer is making the
decision, do they know where the tyres that they are buying are ending up, and are
they seeing some sort of appropriate price signal reflected in the price that they pay
that gives them an indication of that. We would argue that it is better that that be the
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result of market forces at that stage in the supply chain rather than some arbitrarily
determined figure that aggregates across the whole industry and just imposes a
uniform advanced recycle fee at the point of entry into the market.

MR WEICKHARDT: Okay. | mean, | understand you and I'm not here as an
advocate for the product stewardship scheme as proposed, but | guess my question is
how would you recommend that the issues of illegal disposal for tyresis dealt with?

MR McKELLAR: Just onthat point, can| say | think we would certainly stress
that - | mean, we're not coming forward with no alternative proposal. We are looking
at these issues and working through them as an industry and saying that we do need
to ensure that there is a comprehensive arrangement in place that corrects for market
failure where it exists and corrects for regulatory failure where it exists. Now, the
issue of illegal dumping of tyres, illegal stockpiling and so on, and all the risks that
that possesses, needs to be taken into account and | guess really we would see that as
being an issue of potential regulatory failure or certainly something that may need to
be addressed through regulatory mechanisms. In our view, it is up to state and local
jurisdictions to have in place the appropriate regulations to ensure that those risks are
minimised. That there is appropriate - - -

MR WEICKHARDT: How do you suggest that's done?

MR McKELLAR: ---licensingin placein terms of ensuring that standards are
put in place for people who are collecting and transporting tyres and disposing of
them, that they're licensed, there is a degree of quality control in place to ensure that
they understand the consequences of disposing of tyresin anillegal fashion. Clearly
therisksinherent in illegal behaviour needs to be commensurate with the costs that
that has for the more general community. So in terms of the enforcement actions that
state and local jurisdictions take to minimise the occurrence of that sort of illegal
behaviour, that needs to be appropriate to ensure that people don't just see that,
"WEell, there's no consequence from undertaking illegal dumping, there's no cost to
me, | can just offload it. | can get rid of it in thisfashion. It'svery unlikely I'm going
to get caught and it's very unlikely I'm going to face a penalty.”

So redlly it is necessary to ensure that the appropriate regulatory structureisin
place. The appropriate level of enforcement isin place and the appropriate level of
penalties are in place to minimise that sort of illegal behaviour, as with any sort of
illegal behaviour. Now, once you have effectively addressed the illegal activity, then
equally there is the question as to what should occur in terms of the regulation of
legal means of disposal, legal landfill, and that should be appropriately priced and
regulated, and if there are externalities in relation to that which can be managed
through regulatory processes such as the requirement that tyres be shredded or at
least partly processed prior to being disposed of in landfill, then that may be an
appropriate means of regulating to ensure that that externalities are minimised, and
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beyond that we would see it as being preferable that marked based instruments are
used to determine then what is the balance between landfill disposal and alternative
means.

MR WEICKHARDT: | suspect that if we had all the states and territories here
they'd say, "We've got al the regulationsin place but it's hard to enforce and catch
every person that seeks to either forward or to illegally dump tyres,” and | assume
that's therefore why people have, in this round table that's been talking about it,
turned to consider some form of advanced disposal fee.

MR McKELLAR: | suspect not. | would suspect that, in fact, the main focus
within the round table has not been theillegal risk, it's been the legal means of
landfill disposal and, in fact, if you look at what has been established as an objective,
the stated objective of the proposed tyres product stewardship agreement isto
achieve agiven level or atarget in terms of diversion to approved end markets, so
overwhelmingly the focus of the tyres round-table discussion has been diversion
away from legal landfilling to alternative markets rather than addressing the illegal
dumping issue.

| think as part of that analysis, there's a suggestion that illegal dumping of tyres
will naturally reduce to a much lower percentage as a consequence in the
arrangements that will be introduced. Exactly what the mechanismisfor achieving
that is unclear, but I guess we would see the issue of illegal dumping as being the
first priority to address primarily through regulatory means, and then the second
issue is ensure that the costs and any instance of market failure in relation to the legal
disposal of tyresis appropriately reflected and then allow the market to determine
what isthe optimal level.

| mean, if there are good tyres going to waste in legal landfill disposal aswas
postulated with the previous representatives, then there's an opportunity there. |If
cement kilns rather see that as a valuable energy resource which they can get at a
cheaper price than paying for coal or some other means of energy source, then it's
there going begging and it's available to be bought at whatever the appropriate cost
Is. If they can get it cheaper than they can get coal, and on aregular, reliable basis,
presumably they're not going to waste their resources and their money paying more
for other energy.

MR WEICKHARDT: Okay. Well, you're now a member of the round table and
you're participating and | assume your views are being presented there.

MR STURROCK: They are.

MR WEICKHARDT: | guess!'ll leave that processto play itself out, but could |
turn now to product stewardship and disposal of entire cars rather than just talk about

Waste 31/7/06 1042 P. STURROCK and A. MCcKELLAR



tyres, because we heard during the first round of hearingsin thisinquiry that there
had been some interesting developmentsin terms of the recycling and recovery of
cars at end of life which have been caused by the increase in the landfill levy in New
South Wales. | think the argument goes a bit as follows, and that is because new
lighter-weight cars have alarge component of plastic in them, they generate alarger
component of shredder flock after the car is shredded, and because the shredder flock
at the moment goesto landfill, as some states, in particular New South Wales have
increased the landfill levy, so the cost of disposing of the shredder flock has gone up.

It was put to us during the first round of hearings that rather perversely you
now have a situation in New South Wales where cars that are in remote and regional
parts of the state are no longer worth picking up and transporting to Sydney, for
example, to be shredded and for the metal to be recovered and recycled because the
cost of the shredder flock and its disposal have made that uneconomic. So the
consequence now of that increase in the landfill levy is said to be that those cars are
simply landfill in their remote or regional area. So thislevy that was supposed to
encourage recycling in that instance is said to have discouraged it. Do you have any
comments or experience of that?

MR McKELLAR: Look, wedon't have any direct knowledge of what that
evidence shows, whether that is the case, and anecdotally that has been suggested. |
guess that would probably just highlight our concern that landfill levies, where they
are imposed, should accurately reflect, | guess, the costs associated with that means
of disposal. If it becomes a punitive levy simply to discourage use of landfill, asit
were, then that will be the consequence of it, and if that makes it uneconomic to
recover used car bodies from remote locations or rural locations then that may well
be the consequence. | guess, you know, that is- | mean, if it's occurring it's almost
not a surprising outcome that that would be the case but do we have direct evidence
that that is occurring? No, we don't.

MR WEICKHARDT: Okay. We aso had DEH in their submissions and also in
the hearings this morning talking about the fact that sometimes government
intervention is required to remind industry of the benefits of designing cars or any
product so that they take into account end of life disposal issues and that indeed |
think they cited examples of helping industry recognise the benefits of taking
account of the full cost of disposal or the benefits of lightweighting so that there was
aless of awaste disposal problem or lower costs of the original resources going into
these vehicles.

Asyou might imagine, afew people have suggested that governments
shouldn't be interfering or "helping” industry in this regard, that that's ajob for the
industry itself. Others have put to us however that - and the electrical industry this
morning said sometimes companies have to be encouraged to think of end of life
disposal issues because it sometimes costs money to do that and the consumer won't
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necessarily pay for that and so regulation is the best approach. Can you talk alittle
bit about the, sort of, degree of attention that your members give to end of life
disposal issues of entire vehicles? | mean, clearly it's anissue that's been around in
Europe for some time but is this an issue that receives alot of attention in the
industry at the moment?

MR STURROCK: | think it'sfair to say that as very much a global industry and
our participation within that overall global industry, the individua vehicle
manufacturers are very focussed on developing efficiently the products for the
market as their customers want and need and to ensure that they are producing what
ismost desirable for their brand or their model for those various markets. Obviously
there will be differences place to place throughout the world but that is the key driver
in terms of the design, devel opment and technical innovation along the way of a
particular brand.

Having said that, they are all individually very aware of their social and
environmental responsibilities asit relates specifically to things like fuel
consumption and emissions and those matters which are of the environmental arena
aswell astheir own issues to do with occupant protection and safety and so on.
Now, within that arena of the environmental awareness as they build products to
achieve better outcomes, as | say, primarily for fuel consumption and emissions,
there are issues to do with recycling, particularly the reuse of materials which may be
able to be simulated through that whole design process.

We're not aware of the extent to which individual brands focus specifically on
the portion - or the ability to recycle particular components as being a major
contributor in the design process. | would rather feel as a personal view that it would
be the other way around, that the design, the development, the technical innovation is
largely driven by the transportation needs and the needs of the customer in the first
instance whilst not ignoring the other significant issues I've just mentioned.

| don't know that one could draw a direct comparison and say that vehicle
manufacturers today are specifically focussed in any significant way on the recycling
Issues other than to clearly identify that recycling is afactor within the industry
internationally. Thereis clearly benefits in being able to reuse certain components of
vehicles time and time again as it fundamentally provides a more efficient use of
those components and therefore a more efficient come reduced cost of producing
those new vehicles as they go forward. Now, Andrew may want to perhaps add
something to that so - - -

MR McKELLAR: | think that pretty largely coversit. Itisaconsideration in the
design process and it may well be that thereisarole of government, | guess, working
with al the stakeholders through the supply chain as part of a comprehensive product
stewardship arrangement to ensure that at each stage there is an appropriate
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balancing of responsibilities and understanding as to the end environmental impact
that end of life products have such as vehicles. Where that extends from the point of
view of an informational role and a partnering role and an awareness role into a more
defined regulatory responsibility, | guess, is sometimes unclear. Only because, as
Peter has reflected, the environmental considerations, the end of life considerations
are one and the recycling considerations are one aspect that motor vehicle producers
have to take account of along with awhole range of othersincluding the fuel
economy and emissions, performance of vehicles and very importantly obviously the
safety implications of vehicles and you see that with new models coming to the
market place.

Currently very often there is a balancing in terms of the weight and fuel
economy capabilities of new models coming into the market balanced against the
increasing trend in terms of safety specification bringing into play specifications like
all wheel drive and electronic stability control and so on. These are things that add
weight back into the car, elsewhere the manufacturers are obvioudly trying to take
weight out of the car as well asto design recyclability into various components to
enable or facilitate recycling at end of lifeuse. Soit'sabalance of all of those
considerations. The role of government, | think, is one to ensure that the
recyclability, reusability aspect is one consideration that is appropriately reflected in
the design process but how that's - - -

MR WEICKHARDT: Do you think that signal is getting through effectively? If
there were aproblem - thisis ahypothetical, but if there were a problem in Australia
of recycling parts of a car, all of acar, components of acar do you believe that those
signals and the mechanisms exist for those signals to get back to the product
designers?

MR McKELLAR: | think we are part very much of aglobal industry and around
the world there are varying approaches to this which have been adopted, some
probably more heavy handed than others. Clearly, you know, the European industry
faces particular imperativesin that regard and it is a big part of the global industry so
the consequences of that are reflected within Australia. I1n apolicy and aregulatory
sense | think it's probably fair to say it is earlier days, nonetheless there are
partnerships in place where those sorts of considerations are being looked at and
being worked through.

At the moment in particular we can cite one with the Victorian government
where there's a plastics recycling initiative which is under way, there isinvolvement
there from a number of the local manufacturers who are participating in that. There
isasignificant plastics component, as you say, in vehicles today and clearly those
manufacturers are working with other stakeholdersin the industry and the Victorian
government to identify how they can best facilitate the reuse, recycling, reclamation
of those sorts of components from the vehicle at end of lifein a cost effective
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manner.

MR WEICKHARDT: Okay. Finaly, just to clarify, in any of the experiences -
back on tyres - of schemes that try to address these issues of disposal, are any of the
schemes that you're aware of advanced deposit schemes where thereis an up front
charge on anew vehicle that partly reflects the costs of disposing or recycling the
tyres?

MR McKELLAR: Not that I'm aware of in the nature of what has been proposed
in the context of the agreement here in Australia. That's, to my knowledge, the only
scheme of itstype which I've seen. Asl say, certainly overwhelmingly our
understanding of schemes which are administered on a state basisin the

Unites States, on a provincial basisin Canada and other schemes which operate in
Europe where there are arange of different approaches - but, | guess, probably
predominantly the bulk of them are market based approaches and operate at a
consumer retail level. That would be, | guess, the majority of approaches but I'm not
aware of any others that work exactly on the basis of an advanced recycling fee that
would be levied at the manufacturer or importer level asis proposed in this case.

MR WEICKHARDT: I'd sort of assume that the Germans would have had a
scheme of that sort.

MR McKELLAR: Well, they do have arrangements in Germany. My recollection
Isthat it is at the consumer level and it's a more market based approach asitisin the
UK. There are other approachesin Europe, some are tax based, some are amore
regulatory based approach but I'm not aware even within Europe of other approaches
where the fee islevied further up the supply chain at the producer level. Clearly
those schemes and arrangements in Europe do see some responsibility at the
producer level to contribute to the process but not that I'm aware of through the levy
of afee at that point in the supply chain.

MR WEICKHARDT: Okay. Thank you very much indeed.

MR McKELLAR: Thank you.

MR WEICKHARDT: Thank you for your appearance. Okay. Ladiesand
gentlemen, that concludes today's scheduled proceedings. For the record, isthere
anyone el se who wants to appear today before the commission? In that case |

adjourn these proceedings and the hearings will resume tomorrow in Melbourne.

AT 3.08 AM THE INQUIRY WAS ADJOURNED UNTIL
TUESDAY, 1 AUGUST 2006
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