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Introduction

“Today, global climate change is a fact.  The climate has changed visibly, tangibly, measurably.  An additional increase in average temperatures is not only possible, but very probable, while human intervention in the natural climate system plays an important, if not decisive role.”

“The wealth of scientific evidence tells us that Australians are facing risks of damaging climate change.  The risk can be substantially reduced by strong and early action by all major economies.  Without that action, it is probable that Australians over the 21st Century and beyond will experience disruption in their prosperity and enjoyment of life, and to longstanding patterns in their lives.”

Professor Ross Garnaut has described climate change as “a diabolical policy problem” which is “harder than any other issue of high importance that has come before our polity in living memory.”

As a community we are presented on an almost daily basis in all media forms with reports and descriptions of the impacts which climate change is likely to have upon Australia and the rest of the world.  It seems, therefore, almost trite to again mention some of those impacts here.  However, the bulk of scientific opinion supports the view that climate change brought about largely by an increase in anthropogenic sourced greenhouse gases in the atmosphere will result in changes in rainfall patterns, ongoing water security problems and changes in ecosystems.  The scope, intensity and geographical spread will vary across the world, but it seems fairly certain that average global sea levels will rise and the polar ice caps will continue to retreat.  Australia and many of the low lying South Pacific and Asian countries to the north and east of our continent are likely to be particularly hard hit.  Weather patterns in Australia will change.  South Australia which is currently the driest State in the second driest continent on earth (and the State within which I reside) will become drier.  Rainfall events will become even more erratic.  The southern part of Australia will generally become drier with less reliable rainfall.  The eastern coast of the country will begin to experience more dramatic storm events and cyclonic activity.  
Traditional food growing, grazing and agricultural areas will be adversely affected.  For areas which rely on groundwater there is a risk that with sea level rises there will be increased salination of those groundwater sources.  
The problem has been one growing for a considerable period of time, (basically since industrialisation of the western world and the rapid economic development associated with that industrialisation).  General public awareness and concern is more recent.  

Many changes brought by climate change are now inevitable.  Societies will need to put in place measures to adapt to these changes (such as changes to building standards to address extreme weather events and the location of housing in low lying areas).  It is also important that the world community takes action to reduce the likelihood of even further climate change occurring.  These measures are known as mitigation.  Controlling greenhouse gas emissions is one example of a mitigation strategy.  The development of emissions trading schemes is an important component of a mitigation strategy.  
In this paper, I propose briefly outlining the international conventions to which Australia is a party which make emissions trading an option of a mitigation strategy.  I will then discuss the nature and scope of an emissions trading scheme and look at the proposals for an Australian scheme which were outlined in the Garnaut review draft report.  Finally I propose making some observations on what the implementation of such a scheme might mean for Australian organisations and how they might best address those factors.

International background

The starting point is the United Nations Framework Convention on Climate Change (UNFCCC) which was signed by a significant number of countries in New York in May 1992.  The preamble to the convention noted that human activities had been substantially increasing the atmospheric concentration of greenhouse gases and that those increases enhance the greenhouse effect resulting in an additional warming of the earth’s surface and atmosphere, thereby possibly adversely affecting natural ecosystems and human kind.  Furthermore, (and importantly given the debate now occurring in Australia) it noted that “the largest share of historic and current global emissions of greenhouse gases has originated in developed countries, that per capita emissions in developing countries are still relatively low and that the share of global emissions originating in developing countries will grow to meet their social and developmental needs”.  In the UNFCCC, Australia is included within the list of developed countries.  The ultimate objective of the convention and any related legal instruments (of which the Kyoto Protocol is an example) is to achieve stabilisation of greenhouse gas concentrations in the atmosphere at a level that would prevent dangerous anthropogenic interference with the global climate system.  “Such a level should be achieved within a timeframe sufficient to allow ecosystems to adapt naturally to climate change, to ensure that food production is not threatened and to enable economic development to proceed in a sustainable manner”.
  Given the size of the problem and the enormity of the task, that addressing it entails, this objective is not one easily achieved.  
The Convention requires the parties to prepare national inventories of anthropogenic emissions by sources and removals by sinks of all greenhouse gases.
  Furthermore, the Annex I parties, of which Australia is one, and which group is largely comprised of the developed nationals, are obliged to “adopt national policies and take corresponding measures on the mitigation of climate change, by limiting [their] anthropogenic emissions of greenhouses gases and protecting and enhancing [their] greenhouse gas sinks and reservoirs”.
  The developed countries were expected to take the lead in addressing the issue.  In addition some of the Annex I countries were also listed in Annex II to the Convention which meant they had additional obligations to provide financial resources and technical help and the transfer of appropriate technology to the developing countries to enable them to also meet their obligations under the convention.

It was always contemplated that further agreements would be enacted to address specific components of the global obligations contained in the UNFCCC.  The Kyoto Protocol which was signed on 11 December 1997 was an example of these elaborations.  It is well known that whilst Australia signed the Kyoto Protocol, the Howard Liberal Government refused to ratify it which meant its obligations were not binding on Australia.  There were a range of reasons advanced for this country’s failure to ratify.  One of the most significant ones was the concern that Australia in ratifying would then be obliged to implement a range of measures which could significantly impact on its economy in circumstances where Australia is not an overall high emitter of greenhouse gases (although on a per capita basis we are the highest in the industrialised world) and when developing countries like China and India with no equivalent obligations would be very soon contributing vast amounts of greenhouse gases to the atmosphere.
  These reasons are still being put forward by persons opposed to the concept of an emissions trading scheme within Australia.
With the election of the Rudd Labor Government in December 2007 one of the first actions of the new government was to ratify the Kyoto Protocol.  Australia is now obliged to begin implementing the obligations of that Protocol.  Article 3 of the Kyoto Protocol sets emission levels for six greenhouse gases which the Annex I countries agree not to exceed.
  Thus the target for Australia is that in the period 2008-2012 we must ensure that our total emission of greenhouses gases (as defined by the Protocol) do not exceed 108% of Australia’s 1990 emissions.  Only one country, Iceland did better than Australia.  Its target is 110% of 1990 levels.  Other countries' levels are: European Community 92% of 1990 levels, USA 93% of 1990 levels, United Kingdom 92% of 1990 levels and New Zealand 100% of 1990 levels.  Tim Flannery’s book “The Weather Makers”
 describes in some detail how the politics and negotiation at the time the Kyoto Protocol was being negotiated resulted in the Australians getting what to some would appear to be an unfair outcome from the point of view of other participant countries in the negotiation process.  Australia had argued that it needed concessions because of the particularly high cost of Australia meeting its Kyoto target.  Those costs were argued to arise because of Australia’s heavy dependence on fossil fuels, its special transport needs (because of its large and sparsely populated continent) and its energy intensive export sector.

Importantly for the purposes of the discussion of Australia’s proposal for an emissions trading scheme, the Kyoto Protocol contemplates the use of three mechanisms to assist Annex I countries to meet their targets under the Protocol.  These mechanisms are:

Joint implementation – this involves one Annex I country investing in a project in another Annex I country, whereby the investing country obtains credits for that project.  It might, for example, be the development of a carbon sink within the other country.

Emission Trading Schemes – emission trading allows for the buying or selling of emission allowances between Annex I countries.  It requires the establishment of domestic and international trading schemes to facilitate these transactions.  Obviously, until Australia ratified Kyoto it was not able to participate in such a scheme.

Clean Development Mechanisms – These involve developed countries (listed in Annex I) investing in emissions reducing projects in developing countries.  They obtain emissions credits for doing so and the developing country gets advanced technological assistance towards the reduction of that country’s emissions.

Thus the current debate within Australia on an emissions trading scheme is important, because that is one mechanism by which Australia can hope to achieve the obligations it now has under the Kyoto Protocol following its ratification of that Protocol.

The Kyoto Protocol envisages that the parties who have ratified the Protocol will themselves participate in an international emissions trading system.  There are a number of requirements which are a precursor to a party participating in such a system.  Rosemary Lyster has summarised them well noting that the participating countries …”must have calculated the assigned amount in terms of tonnes of CO2 equivalent emissions, they must have in place a national system for estimating emissions and removal for greenhouse gases within their territory.  They must have in place a national registry to record and track the creation and movement of emission reduction units (ERUs) certified emission reductions (CER), assigned amount units (AAU) and removal units (RMU) and must annually report such information to the Secretariat, and they must annually report information on emissions and removals to the Secretariat”.

What is an emissions trading scheme?

The most commonly used type of emissions trading scheme is the “Cap and Trade” program.  Such schemes involve the setting by a central authority of a “Cap” or a total limit on the amount of greenhouse gas emissions which can occur within a given area.  That area could be a state, country or, if international cooperation was achieved, the world.  Permits are then issued to eligible emitters to enable them to emit greenhouse gases up to a particular amount.  The amount of emissions is calculated by reference to particular formulas.  The overall “cap” is then reduced progressively over a set period of time to meet increasingly stringent emission reduction targets.  The holders of permits are entitled to buy and sell their permits in a carbon trading market.  This means that the persons who have most effectively reduced their emissions will be able to sell their excess unused emission allowances to someone else who has found it more difficult to reduce their emissions.  The intention is that the reduction in emissions are achieved at the least cost.  Cap and trade systems are modelled on systems developed in the United States in relation to sulphur emissions which were very successful.

“The cap and trade system” serves to encourage non-carbon emitting energy producers such as wind and solar power generators by making their products more competitive with the carbon emitting producers.  This is because carbon emitters have to keep buying more permits to emit as the amount allowed under their existing permit shrinks with time, thus raising their prices.  Moreover, as the market share of non-carbon emitting energy supplies increases, their cost will decrease due to economies of scale and improved technology and infrastructure and they will become more competitive.”

Emissions Trading Schemes require monitoring, reporting and collecting of data on emissions by parties involved in the scheme.  This data will provide the basis for making assessments about the obligations of parties under the emissions trading scheme.  In September 2007 the Federal Government passed the National Greenhouse and Energy Reporting Act, 2007.  This established a National Greenhouse and Energy Reporting System which will be essential to the effective operation of any emission trading scheme in this country.  The legislation requires constitutional corporations which meet designated emission standards
 to register and then provide information on their greenhouse gas emissions, energy production and energy consumption to the greenhouse and energy data officer.  The legislation sets thresholds for registered corporations with such thresholds being phased in progressively over the first three years of the reporting system.  The legislation takes effect from 1 July 2008 with the first monitoring period being the 2008-2009 financial year.
Emissions Trading Schemes elsewhere

Australia is not the first country in the world to consider an emissions trading scheme.  As noted earlier, the cap and trade schemes have their genesis in United States systems developed over 20 years ago to control sulphur emissions which were then causing significant acid rain problems in parts of North America.

In January 2005 the European Union (EU) emission trading scheme commenced.  It is the world’s first multi-country emissions trading system and now involves 27 countries. It is also the biggest scheme implemented to date.  It has been clearly useful to the Garnaut review in developing the Australian proposal.  The EU Scheme at present only applies to CO2 emissions but the intention is that it will expand the scope to other greenhouse gases in the future.  Its first phase ran from 2005-2007.  The second phase, 2008-2012 coincides with the first commitment period under the Kyoto Protocol.
The European Union trading scheme covers large installations in certain industrial sectors (including power generation, refining, iron and steel, cement, glass, lime, bricks, ceramics, pulp and paper) as well as all combustion activities with a rated thermal input exceeding 20 megawatts.  Harrison
 notes that the European system covers almost the entire power generation sector but coverage is lower in other sectors because smaller sources are more common.  He indicates that over 11,500 installations are covered by the scheme and this accounts for around 45% of CO2 emissions in the EU emitting around 2.1 billion tonnes of CO2 per year.  It does not currently cover households, agriculture or transport.  It is intended to include aviation within the scheme in the near future.

The emissions allowances are issued by the member States which are required to prepare a national allocation plan for each phase of the trading scheme.  Most permits were issued free of charge which created some problems and is unlikely to be repeated.

Canada, Japan and New Zealand are all considering or in the process of implementing some form of emissions trading scheme.  Furthermore, there have been a number of bills introduced in the US Congress supporting a form of federal cap and trade program for CO2 and other greenhouse gases in the United States.

An Emissions Trading Scheme for Australia?

Federal developments in the area of emissions trading schemes have been significant since the election of the Rudd Labour Government in December 2007.  However, even prior to this date there had been a flurry of activity once the country’s most famous climate change sceptic, former Prime Minister John Howard, had a Damascus-like conversion to become a climate change believer (prompted one might cynically suggest by an oncoming election and evidence of growing community concern about the issue).  The Australian Government had previously not been prepared to impose any form of nationally binding greenhouse gas emission reduction targets.
  There had been previous policy initiatives involving significant funding
 and on 31 May 2007 the Prime Ministerial Task Group on Emissions Trading presented the then Prime Minister with a report on emissions trading.
  The report recommended that there should be a national emissions trading scheme established on a cap and trade model.  The Prime Minister at the time accepted the task group’s recommendations on 3 June 2007.  There was also a proposal for a National Emissions Trading Scheme developed by the State Labour Governments in 2004.  Frustrated at the lack of federal leadership in the area the Labour states had commissioned their own response and proposed its establishment by 2010.

In April 2007, the then Leader of the Federal Opposition, The Honourable Kevin Rudd and the first ministers of the eight States and Territories of Australia commissioned a team led by Professor Ross Garnaut of the Australian National University to undertake what has become known as the Garnaut Climate Change Review (“the Review”).  It was required to examine the impacts of climate change on the Australian economy and to recommend medium to long term policies and policy frameworks to improve the prospects of sustainable prosperity.

The Garnaut review has undertaken extensive public consultation and published a number of issues papers in the process.  In March 2008 it published a discussion paper on an emissions trading scheme and on 4 July 2008 released the draft report which includes its outline of an Australian Emissions Trading Scheme in Chapter 15.  A Federal Government Green Paper on the nature of the scheme which is proposed by the government is due for release in the week commencing 14 July 2008.  The final report from Garnaut is to be completed and published by September 30 2008.

In this paper I have taken the suggestions for the emissions trading scheme as outlined in the draft report released on 4 July 2008 for the purpose of outlining what may be the Federal Government’s intentions for such a scheme.  

The Garnaut Proposal for an Australian Emissions Trading Scheme

In preparing a scheme design the Review looked at the European Union’s Emissions Trading Scheme and the New South Wales Greenhouse Gas Reduction Scheme, the National Emissions Trading Task Force Report prepared for the State Labor Governments, the review of the Prime Ministerial Task Group on Emissions Trading (commissioned by the previous Liberal Government) and various other overseas proposals.  The Garnaut Climate Change Review has suggested an emissions trading scheme might be developed along the following lines:

1. Governance – 
The entire scheme would be administered by an independent authority which the Review suggests be called “The Independent Carbon Bank” modelled on similar lines to the Reserve Bank of Australia.  Its functions would be defined by legislation and by agreement with the Government.  The Government will have a range of policy responsibilities and the authority will be vested with the implementation of those policies.  Thus the Government would set the rules for the scheme, the initial budget and trajectories, (the cap), the manner in which permits were to be issued (fix price or auction), the nature of appropriate offsets, penalties for non-compliance and decisions on permit revenue expenditure.

2. Setting Emissions Limit or “Cap” –

The overall national emissions limit should be expressed as a trajectory of annual emissions targets over time which define long term budgets.

A number of trajectories should be specified upon establishment of the scheme.  The initial one will be based on the Kyoto protocol commitments and Australia’s obligations in terms of emissions limits under that Protocol up to 2012.  For the period post 2012 they would be calculated by reference to our increased levels of ambition and by comparing Australia’s response to international effort.  The final report of the Garnaut Review in September 2008 will provide further advice on budgets, trajectories and targets for an Australian Emissions Trading Scheme.  
Any changes to the level of the cap must be predicted well in advance.  The conditions which would lead to a change must be specified in advance.  They may be influenced by international policy developments and agreements reflecting new economic or scientific information.  There should be a five year notice period before there is movement from one trajectory to another.

3. Who will the scheme cover? 
The Review proposes that the scheme cover the maximum of anthropogenic greenhouses gases and recommends that the six key gases referred to in the Kyoto Protocol be covered by the Australian Scheme.  
It recommends that the sector groups covered be as broad as possible “within practical constraints imposed by measurability and transaction costs”.  Thus, it recommends that from the outset the scheme cover stationery energy (eg electricity generation sector), transport,
 fugitive emissions from fuel production and industrial processes.  Emissions from the waste sector and the forestry sector should be included at the earliest opportunity.  The Review considers that in principle the inclusion of the agricultural sector is also desirable but has deferred specifically recommending that pending further information on measurement of emissions from that sector and the administration of the scheme.

Domestic Offsets
Offsets are defined in the Garnaut Review as being reductions or removals of greenhouse gas emissions that are used to counter balance emissions elsewhere in the economy.
  The Review recommends that a reduction or removal of emissions from activities in one area of the economy can be used to counter balance or offset emissions in other sectors.  Thus a sector which is not covered by the scheme might nevertheless create offset credits which could be purchased by a party which is covered by the scheme in order to enable that party to meet their emission obligations. 
The Review recommends that unlimited offset credits should be accepted from forestry before and during coverage of that sector in the scheme.  Thus tree planting schemes for biosequestration of CO2 could be eligible for credit offsets.  The extent to which the agricultural sector might be able to be included in any offsets programme (if any) is still to be determined.  
Point at which emissions are monitored and measured (the “Point of Obligation”)

Point of obligation measurements can be either upstream or downstream.  Downstream measurements occur at the source of the emissions.  Generally industrial process emissions can be measured or established at their source.  Lyster points out that a downstream approach requires the regulation of a wide range of facilities which increases the regulatory burden.  An upstream approach, controls the carbon content of fuel at “upper points” where it enters the economy.  Examples given include during mine operations, at oil refineries and from natural gas pipelines.  She notes that an upstream approach would cover between 80-90% of all emissions.  Lyster notes that it has two advantages.  First, it has economy wide impacts because industry has to pass increased costs on to fuel users and producers and consumers respond to changed price signals and secondly, Government can easily keep track of fossil fuels entering the economy so administrative costs are reduced.
  
An upstream point of obligation might be used in relation to the transport sector on the basis it is more cost effective because of the large number of smaller emitters.  Thus instead of recording emissions at the exhaust pipe, the measure is made at the time the fuel for vehicles is released from the storage point ie the refinery.  The Review points out that many of the parties that produce fuel for the Australian market are located overseas beyond the coverage of our emission trading schemes.  Thus the point of obligation could become the point of excise for measurement purposes.  The Review seems to suggest that which point of obligation is chosen depends on where the transactional costs are lower, accuracy of technical measurements higher or coverage greater.
  Lyster suggests that to many politicians an upstream approach looks like an unpopular tax which drives up the cost of fossil fuels which means that the more palatable political position is that a downstream or hybrid approach is usually favoured.

Issuing or releasing of permits

Permits can be released to the market by allocating them free to a range of potential recipients, selling them by an auction process or a combination of the two.  The Review notes that Australia with its well established legal, regulatory and administrative structure is in a favourable position for full auction permits.  
“Revenue from the auctioning of permits will provide Governments with a tool to address the scheme’s income distribution effects, and to offset market failures in the development of new low emissions technologies.  The introduction of the scheme will be associated with many valid claims for increased Government expenditure.  Permit auction revenue will provide a means of meeting these claims, without placing pressure on public finances”.

The Review recommends that permits begin to be sold into the market as soon as possible after the full details of the scheme are finalised and before the scheme commences in 2010.  The review also makes recommendations for the financing of the purchase of permits through the independent regulator.

The Review does not support the fixing of the price of permits except possibly during the transition period to the end of 2012.  

International Trade and Links

The Review supports in principle the idea that there should be international trading permits.  However, it cautions that linkages with an economy that has a flawed domestic mitigation system will result in the import of those flaws.  “Ultimately, global mitigation will only be successful if countries can trade in emission permits.”
  
The Review argues that international carbon markets have to operate to:

i.
Reduce mitigation costs and price volatility.

ii.
Provide financial incentives for developing countries with opportunities for low cost mitigation to take on commitments.

iii.
Make it easier to set and adhere to national emissions budgets, and

iv.
Provide equal treatment on a level playing field for trade exposed industries through convergence of carbon pricing across countries.

It concludes that any international linking of the Australian market with others must be undertaken cautiously and following comprehensive assessment by the independent regulator of a compatibility between the Australian market and the market to which it proposes being linked.
Inter-temporality (flexibility in time of use of permits)

The Review contemplates unlimited hoarding of permits being permissible.  It also advocates the lending of permits by the independent authority subject to appropriate prudential rules.  The Review argues that this will introduce flexibility without breaching emissions budgets.  It will also “minimise volatility in permit prices and allows market participants to use permits at the time when they have greatest value”.

Trade Exposed Emissions Intensive Industries

Trade exposed emissions intensive industries are those industries that are either exporters or compete against imports and produce significant emissions (above a threshold) in their production of goods.  
The Garnaut Review has noted that, 

“A potential distortion arises if an Australian emissions trading scheme is introduced in the absence of, and until such time that there is, an international arrangement that results in similar carbon constraints or carbon pricing among major trade competitors…if firms in the traded sector were subject to a higher emissions price in Australia than in other countries (which as price takers they were unable to pass through), there could be sufficient reason for emissions intensive activity to relocate, in part or in whole, from Australia to countries with lesser constraints on emissions.  In the worst case, this could result in carbon leakage.”
  
There may be certain circumstances where there are environmental and economic reasons for establishing special arrangements for emissions intensive industries that are trade exposed.  Those arrangements might in some cases involve border adjustments (in the form of taxes and tariffs) on imports of goods manufactured by emissions intensive industries in countries which have no emissions limits to ensure they do not obtain an unfair advantage.  
This problem clearly is of concern to the Garnaut Review which has said:
“These are truly dreadful problems for every nation’s emissions trading scheme in the absence of a global arrangement.  Indeed, the dilemma created for individual Governments is so great that it has the capacity to pervert individual domestic schemes to the point of non-viability.  The sum consequence of the compromising of the individual schemes could leave the world with little chance of avoiding dangerous climate change.”

The essence of the Review’s recommendation is that as a matter of priority there need to be global and sectoral agreements structured to ensure that comparable treatment of emissions occurs in important competitors.  Furthermore, if such agreements have not been reached post 2012 (and it is the writer’s belief that the likelihood of such agreements not being reached is high) then assistance should be provided (presumably in the form of taxes/tariffs) to account for material distortions arising from major trading competitors not adopting the same or similar emissions constraints as those adopted in Australia.  
Penalties for a breach of scheme arrangements

Issues of breach will arise where parties fail to produce enough permits or carbon offsets to acquit their actual emissions or fail to repay lent permits.  
The Review recommends that a final penalty be imposed of an amount sufficient to be a deterrent to would be non-compliers.  The risk if the penalty is set too low is that people will choose to pay the penalty and not reduce the emissions.  

The Review also recommends that in addition to a financial penalty there also be a “make good” provision.  This would require the person in breach to acquire and surrender an additional quantity of permits sufficient to cover the excess emissions.  “Make good” provisions are a common feature of penalty schemes under many environmental statutes.

What are the implications of an Emissions Trading System for organisations?

On Monday 14 July 2008 it was reported that the Climate Change Minister, Penny Wong revealed that only the 1000 biggest polluters of the Australian business world such as power companies would have to purchase permits under the Federal Government’s proposed Emissions Trading Scheme.
  She made the comments in response to claims that the introduction of an Emissions Trading Scheme would be as disruptive to the country and economy as the introduction of the GST system was with its attendant red tape bungle.  The point made by the Minister was that the introduction of GST involved about two million Australian companies whereas the emissions trading system would involve about 1000 large corporations.  Whilst on current predictions it will be unlikely that the University sector would require emissions permits it will no doubt feel the effects of such a scheme being put in place.  
For those big businesses who are required to purchase emissions permits there is likely to be an onerous administrative and compliance burden supported by complex legislative rules.

However, the Government has also stressed that the emissions trading scheme would be a “whole of economy approach”.
  Everyone within the Australian community is gong to have to pay if this country is to achieve a reduction in its carbon emissions.  The organisations which will require emissions permits will pass the cost of those permits onto consumers.  As consumers we will all pay more for energy whether it be electricity or fuel for our motor vehicles or to enable us to fly or travel by train, bus, or plane from one destination to another.  The intention, of course, is that with the increased cost of energy derived from fossil based fuels there will be increased incentives to develop new energy technology from less carbon hungry sources.
There are daily predictions of the dire consequences for our society if an emissions trading scheme is put in place, many such predictions coming from the sectors which consider themselves most vulnerable under the changes.  There are things organisations can do now to try and reduce the impact of any emissions trading scheme on their operations.  Increasing the energy efficiency of all buildings within the organisation’s control is paramount.  More energy efficient buildings which are able to reduce the need for electricity and other fuels to heat and cool those buildings will cut the overall energy bill of the organisation.  Many organisations are already undertaking energy audits to work out where their main energy use is occurring and to try and ascertain ways in which they can reduce and minimise that energy use.  Policies need to be developed within organisations on how the organisation approaches matters such as organisational car use, travel and equipment use.  
Within Australia there are a number of universities with quite large tracts of land owned or under the control of the University.  In some cases the Universities could consider planting areas on that land with vegetation in a Kyoto Protocol consistent manner for the purposes of creating a carbon sink and therefore carbon offsets.  The trees can be an example of a carbon biosequestration initiative.  All Australian States now have legislation which contemplates such plantings
.  The systems in each State all have similar components.  In South Australia the Forest Property Act 2000 enables trees to be planted on land and for someone other than the landowner to own the trees and if appropriate a third person to own the carbon sequestered in those trees.  The agreements which in South Australian are known as Forest Property Agreements are registered against the Certificate of Title to the land and bind not only the land owner who entered into the agreement, but also any subsequent purchaser of the land.  The carbon contained within the planted trees is a separate property right which can be bought and sold.  Such schemes may well be one way in which organisations can participate in the emission trading system by effectively creating carbon offsets or credits which can be sold to someone who needs additional credits to offset their emissions.  If plantings are done in a biodiverse manner (and not as part of a single species plantation) there are also additional environmental benefits through the creation of a more biodiverse habitat and in areas prone to salination, the reduction in the height of the water table.
Many organisations provide cars either within a car pool or as part of the salary packaging for employees.  Traditionally those cars have been six cylinder motor vehicles.  In most urban areas within Australia it is not necessary to have a six cylinder motor vehicle.  Organisations should review the approach they have to the provision of motor vehicles to employees.  Is a motor vehicle necessary?  Does the organisation need as many cars as it presently has within the car pool?  Could car provision arrangements be made on the basis of the supply of a smaller and more fuel efficient motor vehicle?  Is the use of hybrid motor vehicles a possibility albeit it seems to be generally thought that current hybrid cars on the market are over-priced?  Can the organisation use a form of bio-fuel for its motor vehicle pool?  Many would argue that an organisation needs to be seen to be green.  Would the organisation’s procurement policies consider environmental factors when decisions are made about the purchase of goods and services?  In the business sector now some organisations insist that the suppliers of goods and services to their business meet various environmental requirements.  There is nothing to prevent an organisation indicating that it will only deal with suppliers who can demonstrate appropriate carbon constrained behaviour.  Where a number of organisations all require carbon constrained behaviour on the part of their suppliers of goods and services ultimately that may force change on the part of other sectors who wish to continue to be suppliers to that particular group of organisations.  The ultimate result should be an overall reduction in carbon emissions.  These are, in the overall scheme of things small initiatives.  However, they may affect a broader range of carbon emitters through a domino affect within the respective supply chains.
Conclusion

Emissions Trading Schemes are just one means of assisting our society to address what Garnaut described as “the diabolical policy problems” of climate change.  They will not work in isolation of other factors.

As a society we need to invest in alternative technology for supplying energy, significant upgrades of infrastructure to provide for mass transit and focus on improving the energy efficiency of our buildings, factories and work places.  Addressing the problems of climate change will require hard decisions.  Some of those decisions will not be politically palatable.  They will result in increased costs for all segments of the community.  They have the potential to cause hardship particularly for the lower income groups within our society.  It will be the responsibility of Government to manage those impacts and attempt to redress those imbalances.  

Action is necessary and overdue.  As a nation we have already delayed and procrastinated on decisions which should have been made a decade ago.  The current Federal Government appears to be committed to pursuing measures to address the issue of climate change which hopefully indicates that as a nation we are finally moving forward.  
I wish to acknowledge the very helpful research assistance and useful comments provided to me in the preparation of this paper by my colleague, Tom Ivey.
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