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Assessment and recommendations

The Assessment and recommendations present the main findings of the OECD
Environmental Performance Review of Australia and identify 50 recommendations to
help Australia make further progress towards its environmental policy objectives and
international commitments. The OECD Working Party on Environmental Performance
reviewed and approved the Assessment and recommendations at its meeting on
6 November 2018. Actions taken to implement selected recommendations from the 2007
Environmental Performance Review are summarised in the Annex.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities.
The use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and
Israeli settlements in the West Bank under the terms of international law.
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1. Environmental performance: trends and recent developments

Australia, the world's sixth largest country, is endowed with a wide variety of natural
resources (Figure 1). It is one of 17 megadiverse countries and among the top ten largest
greenhouse gas (GHG) emitters in the OECD. It thus has an important role in global
efforts to reach the objectives of the Sustainable Development Agenda, the Paris
Agreement and the Convention on Biological Diversity. Australia has experienced the
longest uninterrupted economic growth in the OECD. Building on its resource base and
supported by strong institutions, it saw growth accelerate over the past decade with the
commodities boom, characterised by rising export volumes and high investment. The
global financial crisis slowed economic growth but did not result in recession. Gross
domestic product (GDP) growth is expected to continue on a positive trend
(OECD, 2018a). Australians enjoy high living standards and well-being as well as low
levels of unemployment, although inequalities have been slightly increasing.

Australia has managed to decouple GDP growth from the main environmental pressures.
States and territories have improved their performance in several environmental areas
(Figure 2). However, the economy remains highly reliant on the extraction of natural
capital. Australia has one of the most resource- and carbon-intensive OECD economies.
Economic activity and population growth are putting continued pressure on the
environment, especially on water resources and biodiversity. Climate change adaptation
is a growing challenge.

Figure 1. Map of Australia
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Figure 2. Selected environmental performance indicators
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b) LULUCF refers to land use, land-use change and forestry. VIC 2020 target is to reduce GHG emissions by 15-20% (109-102 Mt CO, eq) below 2005 level

ACT zero net target is for 2045.

Source: DEE (2018), Australian Energy Update 2018; DEE (2018), State Greenhouse Gas Inventory, 2016; DEE (2016), CAPAD 2016: Terrestrial and
marine protected areas (database); Pickin and Randell (2017) Australian National Waste Report 2016; ABS (2017), "Water Account, Australia, 2015-16".

StatLink Sa=r https://doi.org/10.1787/888933889381
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Transition to a low-carbon and energy-efficient economy

In the past decade, Australia’s economy has gradually become less energy intensive as a
result of structural changes. However, it remains highly carbon intensive owing to its
reliance on coal, despite the increasing use of natural gas and renewable energy sources,
in particular solar and wind power. The country is on track to meet its 2020 target on
large-scale renewable energy, although the share of electricity generation from
renewables remains below the OECD average. Over 2005-17, GHG emissions (excluding
emissions from land use, land-use change and forestry [LULUCF]) increased (Figure 3).
Emissions from energy industries, the largest emitting sector, remained broadly constant:
the decline of emissions from electricity generation' was offset by the rapid increase of
emissions from natural gas production. Emissions from transport, the second largest
source of emissions, increased, while emissions from agriculture declined. Emissions
from LULUCF decreased, driven by the decline in emissions from forest conversion.

Figure 3. Australia needs to intensify mitigation efforts to meet its 2030 target
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a) GHG emissions including land use, land use change and forestry (LULUCF) follow the IPPC 2006 guideline, as reported to the UNFCCC through the
national GHG inventory, while the emissions reported under the Kyoto Protocol use specific accounting rules. Emissions reduction target under the second
commitment period (2013-20) of the Kyoto Protocol reflects the emissions reduction target under the 2010 UNFCCC Cancun Agreement of a 5% reduction
below 2000 levels. Australia is allowed to use the carryover emissions from the first commitment (128 Mt CO, eq) period of the Kyoto Protocol to meet its
target under the second period.

b) The 2030 target is to reduce GHG emissions by 26-28% below 2005 levels, depending on opportunities to reduce emissions and factors such as the
costs of technology. Australia assesses its progress towards its quantified economy-wide emission reduction target using a carbon budgeting approach.

¢) Energy use in manufacturing industries and construction and other sectors such as agriculture, commercial and residential.

Sources: DEE (2018), "National Inventory Report 2016"; DEE (2017), "Australia's emissions projections 2017"; DEE (2018), "Quarterly Update of Australia’s
National Greenhouse Gas Inventory: December 2017".

StatLink Sazr https://doi.org/10.1787/888933889400

Australia surpassed its Kyoto 2008-12 target and is on track to reach its 2020 target.
Under the Paris Agreement, Australia committed to reducing emissions (including
emissions from LULUCF) by between 26% and 28% below 2005 levels by 2030 although
the Climate Change Authority® had recommended stricter targets (between 45% and 65%
below 2005 levels by 2030) (CCA, 2015). Australia needs to intensify mitigation efforts
to reach its Paris Agreement goal: emissions are projected to increase by 2030
(DEE, 2017a) (Figure 3). Several states and territories have committed to reaching net
zero GHG emissions by 2050. The Commonwealth government, in co-operation with
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states and territories, should, and committed to develop a long-term low-emission strategy
in line with the Paris Agreement. The 2015 Energy White Paper, which was elaborated
before Australia ratified the Paris Agreement in 2016, should be reviewed to integrate
Australia’s 2030 climate target.

The issue of climate has been a catalyst for political instability in the past decade. In
2017, the government conducted a climate policy review, supported by a broad range of
experts. After considering several policy options for cost-effective power sector
decarbonisation, the government proposed a National Energy Guarantee (NEG), a
market-based mechanism requiring electricity retailers to contract low emission and
dispatchable power.* However, no consensus was reached and the opportunity to provide
a stable policy framework for the electricity sector, which is not subject to emission
reduction constraints, was lost.

Australia has adopted a piecemeal approach to emission reduction with various
instruments such as the Emissions Reduction Fund (ERF), the Renewable Energy Target,
the Clean Energy Finance Corporation and the Australian Renewable Energy Agency
(Section 3). States and territories have their own policies and instruments such as feed-in
tariffs and auctions to promote renewables and white certificate schemes for energy
saving. The government needs to streamline its approach and clarify how existing and
new instruments can be scaled up to reach the Paris Agreement goals.

Since 2014, the main Commonwealth government instrument to mitigate climate change
has been the ERF, a voluntary offset programme. The government committed
AUD 2.55 billion to the ERF to purchase carbon abatement through competitive auctions.
The ERF is open to all sectors but the majority of delivered carbon abatement currently
relates to vegetation management and landfill gas abatement and capture. The ERF has
been found successful in incentivising new domestic abatement (CCA, 2017). However,
it involves costs for the federal budget. While the ERF has strong governance and
integrity measures, it is important to ensure that projects are additional to business as
usual and that emission reductions are permanent. As the ERF is running out of funds
(AUD 250 million remains), it is unclear whether other measures could drive demand for
domestic credits in the land sector. Since 2016, the ERF safeguard mechanism has
required large emitters to offset emissions exceeding a baseline, in most cases determined
as the highest historical level. The safeguard is underpinned by a robust measurement,
reporting and verification framework. With stricter baselines, it could provide an effective
incentive to reduce emissions. However, the government should clarify its role in meeting
climate targets.

Australia is particularly vulnerable to climate change. Rising sea level, floods, heat
waves, bushfires and drought are expected to have an increasingly adverse impact on the
economy, society and biodiversity (CSIRO/BOM, 2015). Climate change has been
identified as a key threat to Australia's security and prosperity (DFAT, 2017). The
country is well-equipped to evaluate climate risk and future impact, and its work on
climate science for the southern hemisphere is highly valued. However, continued
government funding for provision and dissemination of climate information will remain
essential to manage risk (e.g. through the Commonwealth Scientific and Industrial
Research Organisation, the Bureau of Meteorology, the National Environmental Science
Program and state agencies). Funding for the National Climate Change Adaptation
Research Facility ceased in 2018.

Air emissions have been decoupled from economic activity but emission intensity
remains high, driven by industrial and transport activities (OECD, 2018b). Although
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exposure to particulate matter and ozone is generally low in Australia, some city centres
(Sydney, Melbourne, Perth) are exposed to higher levels of these air pollutants due to
concentrated passenger vehicle use (Keywood et al., 2017). Other sources, which vary by
region and time, include domestic heating and landscape fires. Premature deaths caused
by air pollution are estimated to have cost 1.2% of GDP in 2016 (OECD, 2018c). Under
the National Clean Air Agreement, the country strengthened its reporting requirements
for particulate matter, and it introduced the Product Emissions Standards Act in 2017.

Transition to efficient resource management

Australia is among the world's largest exporters of iron ore, uranium, coal, gold and
natural gas. It is one of the most resource-intensive> OECD countries due to its high level
of extraction and use of metal ores and fossil energy materials. The intensity is even
greater when accounting for unused material, such as mining overburden, associated with
raw material extraction, which is particularly high for coal and metals. While domestic
material consumption remained stable over 2005-17, extraction of metals and fossil
energy materials for export increased faster than GDP.

The recent decision by the People’s Republic of China (hereafter “China”) and other
countries to restrict waste imports, combined with challenges related to management of
certain waste streams (plastic and paper, coal seam gas, electronics, hazardous waste),
represents an opportunity to progress towards a reduce-reuse-recycle hierarchy,
strengthen local markets for recycled materials, create local employment and improve the
way that waste is managed. Australia’s environment ministers recently agreed to update
the 2009 Waste Strategy to incorporate circular economy principles. They reaffirmed
their commitment to halving Australia’s food waste by 2030. All states and territories
have adopted waste management strategies, and waste is increasingly managed across
jurisdictions. Waste generation has slightly increased over the last decade and so have
rates of recovery (recycling and energy recovery), though the latter vary by jurisdiction
and waste stream (Figure 2). The level of municipal solid waste generation per capita has
decreased but is still higher than the OECD average.

The national White Paper on Agriculture Competitiveness calls for boosting productivity
and profitability in the agricultural sector by enhancing resource efficiency (Australian
Government, 2015). The impact of irrigation efficiency projects on return flows (the
volume of water that flows back to streams and helps replenish groundwater) is subject to
debate (Productivity Commission, 2018). Because there has been no systematic
assessment of this impact, some experts have argued that the reduction in recoverable
return flows may exceed the amount of water saved — i.e. that no “real” water has been
recovered for the environment through government infrastructure programmes. A recent
expert review found that the reduction in return flow was smaller than expected and
recommended continuing to monitor return flows (from all causes) (Wang, 2018). Over
2010-16, irrigated area and water used for irrigation increased, likely due to increased
water availability (ABS, 2018a). Water and energy use per unit of agricultural production
is higher than it was at the end of the Millennium Drought (1996-2010) (ABS, 2018b).
The use of fertilisers and pesticides has risen significantly in the past decade
(OECD, 2018d). There is insufficient monitoring of the impact of agriculture on water
quality (OECD, 2015) and on soil erosion (OECD, 2013a).
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Management of natural assets

Land use in Australia has been shaped by the pattern of European settlement, the
availability of water, and the type of soil and climate (Metcalfe & Bui, 2017).
Competition for use between agriculture, urban development, habitat conservation and
resource industries makes integration of environmental considerations in land use
planning a key issue (Section 2). More than half of Australia’s land area is used for
agriculture, although the area has declined since 2005. Forests, mainly in Queensland and
New South Wales, cover 16% of the country. Although forest cover has increased with
regrowth (DEE, 2018c¢), clearing (mainly for livestock farming) remains a major source
of concern for biodiversity (Section 4). Large cities continue to expand into natural areas,
despite increased urban densification, and Australia has the highest built-up area per
capita in the OECD (OECD, 2017).

Australia is one of 17 megadiverse countries (Section 4). Although gaps in knowledge
hamper proper assessment, the status of biodiversity is considered poor and worsening
(Cresswell and Murphy, 2017). Further efforts in monitoring are needed to support policy
making (Section 4). The country has surpassed the 2020 Aichi targets on protected areas.

Australia is the driest inhabited continent. Water stress at the national level is below the
OECD average but resources and use vary widely, with certain regions under serious
stress. It will be a challenge to meet demand from rapidly increasing population in places
where precipitation is projected to decline (Productivity Commission, 2017a). The 2004
National Water Initiative (NWI) aims to increase efficiency and sustainability through
continued market reform, regulation and planning. The 2007 Water Act seeks to address
the allocation imbalance between environmental and consumptive uses in the Murray-
Darling Basin. Despite progress in implementing the NWI, the Northern Territory and
Western Australia have yet to introduce statutory-based water rights, while Western
Australia still needs to establish specific mechanisms for engaging Indigenous people in
water planning. In some areas, major water uses (e.g. by extractive industries) are not yet
part of the allocation framework.

Where climate change effects are expected to be significant, water plans should be regularly
reviewed to ensure the right balance between environmental and consumptive uses. In the
Murray-Darling Basin, progress has been made in recovering water for the environment.
About 20% of water entitlements are managed for the environment, with some evidence of
positive outcomes. However, reaching the 2024 recovery target will be a challenge
(Productivity Commission, 2018). Although compliance with overall extraction limits is
maintained across the basin as a whole, poor compliance in some states puts the integrity of
entitlement systems at risk. Concerns about backsliding as well as future challenges of
population growth and climate change justify a renewed commitment to the NWL.

Water abstraction has exacerbated diffuse water pollution from contaminants. Although
information is incomplete, water quality in most drainage divisions is poor
(Argent, 2017). Improving water quality is a priority in the Great Barrier Reef
catchments, which suffer from high levels of run-off from sediments, nutrients, pesticides
and other pollutants (Waterhouse et al., 2017). Further effort is needed to improve
agricultural practices and meet water quality targets in the Great Barrier Reef (Australian
and Queensland Governments, 2017). Good progress has been made in delivering safe
drinking water. Most utilities, other than a few in remote areas, achieve full compliance
with the Drinking Water Guidelines.
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Recommendations on climate change, air quality, waste and water management

Climate change and air quality

e Stabilise and strengthen climate-change policy. Develop and implement a
national, integrated energy and climate policy framework for 2030 based on a
low-emission development strategy for 2050, in line with the Paris Agreement
objective. Guide the energy transition through an emission reduction goal for the
power sector supported by a market-based mechanism. Identify the expected
contribution of each sector, the states and territories, renewables and energy
efficiency in meeting climate goals. Strengthen the evidence base for assessing
the economic, environmental and social impact of mitigation options.

e C(Clarify the role of the Emissions Reduction Fund and safeguard mechanism in
meeting climate targets, along with their interaction with other instruments, so as
to avoid overlap and ensure cost-effective emission reduction. Regarding projects
credited under the Emissions Reduction Fund, continue to maintain their integrity
and ensure their additionality and permanence. Gradually lower the safeguard
emission baselines and consider expanding the system to smaller facilities.

o Swiftly update standards on fuel quality and vehicle emissions, including CO>
and other pollutant emissions, on a par with global best practices.

Waste management

e Update and implement the National Waste Policy as part of a broader strategy on
circular economy, with measurable targets.

e Improve consumption of recycled content materials and re-manufactured
products arising from waste streams generated in Australia.

e Expand the scope and improve standardisation of national waste data. Update the
2010-11 Waste Account, integrating material flow analysis to monitor progress
towards a circular economy.

Water management

e Renew governments’ commitment to the National Water Initiative. Create
statutory-based entitlement and planning arrangements, and improve mechanisms
for engaging Indigenous people in water planning, in all states and territories.
Include all major water uses in entitlement and planning frameworks. Integrate
climate change impacts in water planning.

e Continue to improve monitoring of water resources, abstraction and quality
across basins. Continue to monitor and improve understanding of return flows in
the Murray-Darling Basin.

e Address diffuse pollution from agriculture with a strengthened policy mix of
instruments: regulatory (e.g. minimum technology and performance standards),
economic (e.g. payments for ecosystem services, pollution taxes and charges,
water quality trading) and voluntary (e.g. information campaigns, training);
accelerate efforts to reach water quality targets in the Great Barrier Reef.
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2. Environmental governance and management

Institutional framework

Australia is a federal country in which environmental responsibilities are shared between
the Commonwealth (federal) government, six states and two territories, and over
560 municipalities. Political cycles are relatively short, which can hamper long-term
policy planning. States and territories have had the leading role in environmental
protection since the 1992 Intergovernmental Agreement on the Environment, which
defines responsibilities between the federal and subnational levels.

The federal government’s role on environmental issues is to regulate so-called “matters of
national significance”, which include heritage places (natural, historic and Indigenous
areas), wetlands, threatened species and certain marine zones. While progress has been
made since the 2007 OECD Environmental Performance Review (EPR) on co-ordination
and guidance between levels of government, the 2016 State of the Environment Report
points out that more efforts are needed to strengthen vertical co-ordination between the
Commonwealth and states/territories (OECD, 2007). The coastal zone and several other
issues are managed through a multilevel approach that has overlaps and gaps. Horizontal
co-ordination across federal departments and agencies dealing with environmental issues
has been identified as an area that could be improved (Jackson et al., 2017). There are
major shortcomings in the current institutional and governance arrangements in the
Murray-Darling Basin, which cause implementation gaps regarding the basin plan
(Productivity Commission, 2018).

Regulatory framework

The Environment Protection and Biodiversity Conservation (EPBC) Act (1999) is the key
piece of Commonwealth legislation on environmental management. It provides a national
framework for environment and heritage protection and biodiversity conservation. The
federal government conducts ex ante regulatory evaluation using Regulation Impact
Statements (RISes), which are more or less detailed depending on the expected impact of
the measure. Full RISes are based on cost-benefit analysis that accounts for economic,
social and environmental effects. Ex ante assessments are also regularly conducted by
states and territories. Federal agencies undertake post-implementation reviews for
changes to legislation that have a significant impact on the economy. Other forms of
ex post evaluations are yearly operational reports and independent reviews of specific
legislation, including the EPBC Act.

Environmental impact assessment (EIA) is not binding for permitting decisions in all
states and territories. At the federal level, EIA is conducted for matters of national
significance. To avoid duplication, the government has committed to a one-stop-shop
policy for environmental approvals. States can enter bilateral agreements with the federal
government in which the latter delegates assessment and/or approval of projects entirely
to the state level. This policy helps reduce overlap between the federal and state/territory
levels and achieve economic benefits in terms of reduced regulatory burden.

The EPBC Act includes provisions for strategic environmental assessment (SEA). SEA at
the federal level is undertaken for large-scale plans related to land use, such as housing
and infrastructure developments, plans related to resource management and policies
concerning the industrial sector. As part of the one-stop-shop approach, SEA takes the
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form of an agreement between the federal government and the entity responsible for
implementing a policy, plan or programme (DEE, 2017b).

Australia lacks a fully integrated permitting regime, although some states (Queensland,
South Australia) have introduced consolidated permits based on set conditions that cover
multiple forms of environmental impact. This kind of integration does not always account
for the application of best available techniques and can thus hamper a more holistic
management of the production process (EPA South Australia, 2017, Queensland
Government, 2017).

States and territories have principal responsibility for land planning and management, in
co-operation with local governments. They generally have dedicated laws and
departments to regulate land use. In New South Wales, the most populous state in
Australia, the two land planning instruments have some elements of SEA. Reliance on
SEA elements is evident in current metropolitan and regional planning initiatives.

A 2007 EPR recommendation called on Australia to improve integration of Indigenous
peoples in natural resource management. The government has increasingly engaged
Indigenous communities in management of areas that are not under Indigenous
ownership, such as national parks and marine parks. Indigenous peoples were extensively
consulted in the development of management plans for marine parks. In addition, the
country has 123 Commonwealth-funded Indigenous ranger groups, as well as some
state/territory-funded groups, patrolling, managing and monitoring aboriginal land areas.
New South Wales has several initiatives in place, including joint management of national
parks and involvement of local Indigenous land councils in spatial planning. In early
2018, New South Wales developed the draft Aboriginal Cultural Heritage Bill, aimed at
improving Indigenous heritage management. Still, efforts could be further strengthened to
involve Indigenous communities more systematically and effectively in strategic land and
marine planning by, for example, seeking greater Indigenous input at early stages of
planning (Metcalfe & Bui, 2017).

Compliance assurance

Australia has made progress in implementing the 2007 EPR recommendation to
strengthen enforcement. The federal Department of the Environment and Energy (DEE)
has developed a policy that outlines the objectives and guiding principles of the
compliance and enforcement system. DEE uses a risk-based approach to plan compliance
monitoring. States and territories are responsible for monitoring compliance with
regulations under their jurisdiction. Some states, including New South Wales, Victoria
and Western Australia, also use risk-based targeting to inform environmental inspections
(DEE, 2016a).

The EPBC Act provides enforcement mechanisms through administrative, civil and
criminal sanctions. Courts can impose a range of civil enforcement measures, including
directed audits, remediation orders and other injunctions, enforceable undertakings, and
fines. States and territories apply different enforcement tools. New South Wales and
Victoria, for instance, developed a method for calculating and recovering economic
benefits arising from the breach of an act. This tool is now available to other jurisdictions.

The Commonwealth and states/territories can order measures to prevent, mitigate and
remediate environmental damage. The EPBC Act provides for the possibility of requiring
operators to furnish financial security to cover potential liability. Voluntary liability
insurance is available in every state but usually covers only third-party property damage
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and injury. It can be complemented by environmental impairment insurance covering
liability resulting from gradual or pre-existing pollution, along with land and water
cleanup costs.

There are around 50 000 abandoned mines on public and private land that are in need of
rehabilitation. Past contamination is generally the responsibility of states and territories,
and procedures for investigation and remediation of contaminated land vary by
jurisdiction. Not all states and territories maintain comprehensive registers of
contaminated sites or have remediation standards, and many jurisdictions are struggling
with resource constraints in their cleanup efforts. The Commonwealth has developed a
National Environment Protection Measure to inform site contamination assessment; it
provides guidelines on investigating soil and water pollution (Metcalfe & Bui, 2017). In
addition, the Energy Council of Australian Governments has recently endorsed seven
principles for proper rehabilitation of mining sites, which focus on ensuring a nationally
consistent approach with robust financial provisions.

In line with a 2007 EPR recommendation, Australia has made progress in expanding
voluntary agreements with industry, in which participating sectors or companies commit
to specific measures and/or performance levels on environmental management. The main
ones focus on GHG emission abatement, consumer packaging reduction, sustainable
agricultural practices and biodiversity conservation. There is also a voluntary programme
to support Indigenous communities in protecting land or sea areas under their
administration.

Australian businesses are increasingly adopting environmental management systems.
Four states offer incentives for ISO 14001 certification, such as permit fee reductions and
longer permit validity periods. Progress has been made in implementing the 2007 EPR
recommendation to continue integrating environmental objectives into public
procurement, predominantly at the state/territory level. In South Australia, for example,
government agencies must address sustainability criteria in public procurement of goods
and services. Victoria’s Municipal Association delivers procurement training for councils.
Queensland requires all councils to adopt a procurement policy (Zeppel, 2014).

Environmental democracy

The Freedom of Information Act (1982) and subsequent legislation implement the
government’s commitment to open government and better access to and use of
government-held information. States and territories grant access to environmental
information on specific issues within their jurisdiction. State of environment reporting is
conducted at both the federal and state/territory levels. Subnational reporting differs in
length and content between states/territories and is often not harmonised with the national
report, as the 2007 EPR also noted. There is a national pollutant inventory, which should
be updated (Section 5).

Public participation in environmental decision making could be strengthened to provide
broader opportunities for stakeholders, in particular Indigenous communities. In addition,
non-government organisations (NGOs) and business associations raised concern that
three bills before Parliament in 2018, aimed at regulating foreign interference in the
electoral process, would indirectly restrict organisations’ public participation.

Under the EPBC Act, citizens and organisations have a right to bring environmental
matters before courts. According to common law principles, applicants need to
demonstrate a special interest to claim legal standing, although in practice NGOs are
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granted standing in environmental cases. There are limited mechanisms to reduce
financial barriers to justice on environmental matters. South Australia, for example,
provides support to the Environmental Defender’s Office SA Inc. Some states, such as
New South Wales, Queensland, and South Australia have, dedicated environmental
courts.

Education in Australia is primarily the responsibility of states and territories. Federal and
state frameworks for early childhood education provide guidance on teaching
environmental protection and socially responsible behaviour. As the 2007 EPR
recommended, there are ongoing reviews to ensure that vocational education programmes
related to environmental regulation and policies respond to industry needs. There are also
special schools for judges in states that have environmental courts.
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Recommendations on environmental governance and management

Institutional framework

e Strengthen horizontal co-operation across sectors and vertical co-ordination
between levels of government (federal, state/territory and local) to avoid
inconsistencies and overlaps in environmental management.

e Streamline and clarify institutional arrangements in the Murray-Darling Basin;
encourage basin governments to take joint responsibility in implementing the
basin plan with sufficient resources.

Regulatory requirements

e Consider introducing integrated environmental permits, based on best available
techniques, for large industrial installations in all subnational jurisdictions.

o Ensure systematic use of EIA in all states and territories, and make its
conclusions binding for project permitting decisions; consistently integrate
environmental considerations in land use plans.

Compliance assurance

o Develop comprehensive registers of contaminated sites and cleanup programmes;
support such programmes with remediation standards and adequate financial
resources (consider requiring new mines to pay into a liability fund); ensure a
national level playing field on provisions for post-operation remediation.

e Expand the practice of assessing and recovering economic benefits of non-
compliance in determining civil penalties throughout the country.

e Further enhance promotion of compliance and green business practices through
voluntary agreements and public procurement; consider expanding policy
incentives (such as permit fee reductions) for environmental management
certifications in all jurisdictions.

Environmental democracy

o Ensure that all stakeholders have opportunities to participate in environmental
decision making throughout the policy cycle; enhance early engagement of
NGOs and Indigenous communities.

e Harmonise the collection and reporting of key statistics across states and
territories to facilitate reporting at the national level.

e Consider introducing mechanisms to offer NGOs financial support for legal costs
to facilitate access to justice on environmental matters.
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3. Towards green growth

Framework for sustainable development

Australia’s 2018 report on the implementation of the Sustainable Development Goals
(SDGs), the first voluntary national review on the 2030 Agenda for Sustainable
Development, identifies successes (e.g. on international co-operation, trade and water)
and challenges (e.g. regarding sustainable cities and the needs and aspirations of
Indigenous people) and showcases best practices (Australian Government, 2018a).
Progress is ongoing to populate the SDG indicators. However, Australia has not
conducted a quantified synthetic analysis of progress nor defined a timeline for
implementation. The country could build on this review to revive and update the 1992
National Strategy for Ecologically Sustainable Development.

With some exceptions (e.g. the Infrastructure Plan), environmental concerns are not
prominent in major sector strategies (e.g. white papers on energy, agricultural
competitiveness, foreign policy), and economic interests still tend to dominate decision
making (Section 4). The merger of portfolios in the Department of Agriculture and Water
Resources and DEE was a positive step to align policies. Despite progress in decoupling,
there is doubt about the capacity of Australia’s natural capital to continue providing the
services required to support its economy and well-being in the longer term. Australia is a
global leader in environmental-economic accounting and has made progress in adopting a
common national approach in this area (Australian Government, 2018b). Further steps
could be undertaken to use these accounts for policy decision making. More broadly,
improving environment-related information will help strengthen public trust in
environmental policies that are often subject to highly politicised debates.

Greening the system of taxes, charges and prices

Progress in using economic instruments to internalise environmental costs, as
recommended in the 2007 EPR, has been mixed. While Australia’s fiscal position is
sound and the tax/GDP ratio is low, shifting the tax mix from direct taxation to less
distorting taxes on consumption, including on energy products, could support economic
growth and help tackle climate change and other environmental challenges. Between
2005 and 2016, revenue from environmentally related taxes declined as a share of GDP,
mostly due to the decreasing contribution of energy taxes to tax revenue, except when
carbon pricing was in effect in 2012 and 2013.

Overall, energy taxes do not reflect the climate costs of fuel use. Although in principle,
excise taxes apply to natural gas for road use and oil products in all sectors, in practice,
due to tax refunds, fuels are largely untaxed outside of transport (Figure 4). Fuels used to
generate electricity benefit from a full rebate on the excise tax and coal is fully untaxed.
Australia is one of the few OECD countries taxing diesel and petrol at the same nominal
rate, yet diesel is less taxed on a carbon basis and road fuel taxes are in the lower range
among OECD countries. Low energy tax rates charged on a narrow base resulted in only
20% of carbon emissions being priced above EUR 30 per tonne of CO; (a conservative
estimate of the climate damage from one tonne of CO, emissions) in 2015. Australia has
the second highest carbon pricing gap® in the OECD at EUR 30 per tonne of CO,
(OECD, 2018e).

OECD ENVIRONMENTAL PERFORMANCE REVIEWS: AUSTRALIA 2019 © OECD 2019



ASSESSMENT AND RECOMMENDATIONS | 37

Figure 4. Fuels are largely untaxed outside the transport sector

Effective tax rates on carbon emissions from energy use, 2015
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Revenue from transport taxes has increased significantly since 2005, driven by growth in
the vehicle fleet, which is less fuel efficient than in most G20 economies (IEA, 2017).
While fuel taxes are best suited to reduce CO, and other pollutant emissions, vehicle
taxes can promote fleet renewal towards cleaner vehicles. States and territories apply
different rates of registration fees and stamp duty. These generally vary with vehicle size
and price. A federal luxury car tax on the sale or import of cars has a higher threshold for
fuel efficient vehicles irrespective of fuel type. In practice, the tax favours diesel vehicles,
which are more fuel efficient but emit more CO; and harmful air pollutants per litre of
fuel. As vehicles become more efficient, increased reliance on distance-based charges
will better address road transport externalities and provide stable revenue (OECD, 2018f).
Fixed rate is the main form of charging on the country’s 16 toll roads. Under the ongoing
reform of policies regarding heavy vehicles, pilot road charging programmes will inform
the design of reform options. The fiscal treatment of personal use of a company car
favours road use over other modes of transport. Until 2011, the Fringe Benefits Tax
unintentionally encouraged car use because its rate fell as kilometres travelled rose. The
tax was reformed in 2011 but the current system, which applies a single rate regardless of
kilometres travelled, continues to create an incentive for employees to drive more. No
such concession applies on commuting expenses for public transport or bicycles, although
exemption applies in limited circumstances for travel by bus.

There are no longer any significant measures supporting fossil fuel production
(OECD, 2013b). However, support to fossil fuel consumption’ has increased
significantly, representing 43% of energy-related tax revenue in 2016, a high share by
OECD standards (OECD, 2018g) (OECD, 2017). This is mainly due to the Fuel Tax
Credits programme, which refunds off-road users the full amount of excise tax and gives
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a partial rebate to on-road heavy transport. Mining industries are the main beneficiaries,
followed by transport and agriculture. In addition, most states and territories provide
rebates to low-income households to compensate for the cost of heating or cooling, in
addition to bill assistance. Providing direct support to vulnerable households, decoupled
from energy use, and setting tax rates at levels that better reflect the environmental cost of
energy use would be more efficient in addressing environmental and equity concerns
(Flues and Van Dender, 2017). There is no comprehensive information on potentially
environmentally harmful subsidies and tax expenditure in Australia.

There are concerns that the Petroleum Resource Rent Tax (PRRT) is not providing
Australians with an equitable return on petroleum resource development. Low
international oil prices, declining production in mature projects and increasing deductible
expenditure from major new investment in LNG production have caused a decline in
PRRT revenue. A review commissioned by the Treasury recommended that the
government update the PRRT, with no result so far (Callaghan, 2017). Australia repealed
the Mineral Resource Rent Tax in 2014 despite the OECD Economic Survey
recommendation to broaden its scope (OECD, 2014).

Adopting a national consistent framework for landfill levies would help improve the
effectiveness of waste management policies. The uneven application of state levies has
resulted in significant levels of interstate movement of waste to avoid levies (The
Senate, 2018). With China’s recent restrictions on waste imports, industry and local
governments are calling for state-level support through earmarking of a bigger share of
landfill levy revenue. In real terms, revenue from landfill levies quadrupled over 2005-16
(OECD, 2018h) but little is allocated to waste management (Ritchie, 2017). Earmarking
could be justified to face the current crisis, but it could reduce the flexibility and
efficiency of revenue allocation. Combining landfill levies with variable pricing for
municipal waste services would increase the effectiveness of the pricing instrument,
encourage waste minimisation and recovery, and fund advanced management services.
As waste charges are typically imposed at a flat rate, there is a weak link between
quantity and cost in municipal waste disposal. Since 2012, a national product stewardship
programme for televisions and computers has provided tangible outcomes but has been
limited in scope.

Australia has been a global frontrunner in using markets to allocate scarce water
resources to higher-value uses. Water trade expansion has given irrigators increased
flexibility to respond to fluctuating climatic and market conditions, which proved
beneficial during the Millennium Drought (Productivity Commission, 2017a). However,
information deficiencies regarding water resources and prices undermine the efficiency of
water markets. There is some evidence that government purchase of water entitlements
for the environment has delivered ecological outcomes. However, there is room to
improve monitoring and reporting to ensure that environmental water management
maximises environmental outcomes.

Overall public support to agriculture is low compared with other OECD countries
(OECD, 2018i). Most distorting market price support has been removed. Producer
support® is mainly directed at upgrading on-farm water infrastructure and dealing with
drought. Since 2007, the share of general services in total support has nearly doubled,
driven by increased government funding for irrigation infrastructure, especially in the
Murray-Darling Basin. This investment has been an important part of the environmental
water recovery programme in the basin. However, the extent of the water-saving effect of
irrigation investment requires further investigation (Productivity Commission, 2018).
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Inadequate cost-benefit analyses have resulted in several projects with poor financial and
environmental performance being funded by governments. In many cases, support was
provided for the private benefit of irrigators (Productivity Commission, 2017a). Similarly,
support to risk management measures should be reviewed to ensure that they effectively
boost drought preparedness and resilience (OECD, 2018i).

Investing in the environment to promote green growth

Government expenditure on environmental protection rose from 0.6% of GDP in 2005 to
1.0% in 2013, before decreasing to 0.9% in 2015 due to a decline in Commonwealth
spending (OECD, 2018j). The most affected areas are difficult to identify, as no
breakdown of expenditure data by environmental domain is available. Australia does not
produce regular environmental expenditure accounts (ABS, 2014).

Since 2008, expenditure on urban water supply has increased by 50%, reflecting rising
operating expenditure. The average annual household water bill could double over
2017-40 (Infrastructure Australia, 2017). The separation of urban water service delivery
from policy making and regulation through the corporatisation’ of water utilities, and the
introduction of independent economic regulation in many major urban areas, has
improved efficiency, increased transparency of investment decisions and promoted more
efficient pricing (Productivity Commission, 2017a). The widespread introduction of
consumption-based pricing has contributed to more efficient water use. However,
progress has varied across the continent. There is evidence of underpricing in regional
New South Wales,!® Queensland and Tasmania. Some providers in regional New South
Wales, the Northern Territory, Queensland and Western Australia are not subject to
independent economic regulation. The Commonwealth, New South Wales and
Queensland governments support some urban water providers to address affordability
concerns through capital grants, although these are generally poorly targeted
(Productivity Commission, 2017a). While the need for major augmentation of urban
water infrastructure has fallen since the Millennium Drought, climate change and
population growth will require significant investment. Improved planning and decision
making are needed to ensure that future investment is cost-effective, which has not
always been the case. Decentralised approaches to water service provision could provide
valuable alternatives to centralised systems.

Record investment in renewable energy in 2017 will help Australia achieve the 2020
national large-scale renewable energy target and put the country among global leaders for
newly installed solar photovoltaic capacity. This achievement was driven by cost
reductions, the setting of a renewable energy target, and a related quota system combined
with state incentives and federal support through the Clean Energy Finance Corporation
(AUD 10 billion over 2013-17) and the Australian Renewable Energy Agency
(AUD 1.9 billion over 2013-22). Australia is one of the few OECD countries with a
national green investment bank that is focused on scaling up investment in clean energy
and energy efficiency. Greater visibility is needed with regard to the role and contribution
of renewables in emission reduction. Geographically uneven renewable deployment
raised integration concerns in the weakly interconnected National Electricity Market, with
most wind and solar being deployed in South Australia. States and territories with greater
ambition on GHG emission reductions for 2030 are expected to continue to operate
parallel support systems for renewables. Further efforts are needed to improve energy
efficiency. The National Energy Productivity Plan does not specify the savings expected
from its measures or their contribution to GHG emission reduction. Measures with great
potential — such as energy prices that reflect social and environmental costs, efficient
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vehicles, and updated energy efficiency requirements in the National Construction Code
(to be updated in 2019) — remain to be implemented.

In the past ten years, more than three-quarters of transport investment has been directed to
the construction of roads. In 2016, road investment accounted for 1.1% of GDP, a higher
share than in any other OECD country (OECD, 2018k). Redirecting funding to public
transport would make cities more sustainable. Despite progress, Australian cities have
less travel by public transport than similar cities elsewhere (Arcardis, 2017). Carefully
planned and prioritised investment in transport infrastructure is needed to address this
challenge. Despite progress in project selection, there are cases where economic
assessment is over-ridden by other factors, and much public investment is not subject to
ex post evaluation (Infrastructure Australia, 2018). More efficient use of existing
transport infrastructure and better integration of transport services are also needed
(Productivity Commission, 2017b). State and local governments have been active in
developing metropolitan plans but there is room to better link transport modes and
integrate transport and land use planning. With the decline of receipts from fuel excise,
maintaining and developing the road network will impose an increasing burden on
government budgets. Wider use of road pricing would better address road transport
externalities and secure long-term funding for infrastructure. It would also enhance
transport planning by improving the responsiveness of expenditure to user preferences.

Promoting eco-innovation

Australia has a highly skilled workforce and strong science base, with several world-class
universities and high-quality scientific publications. However, there is scope for
improving co-operation between research and industry and strengthening international co-
operation. The R&D Tax Incentive is the key instrument to boost innovation. Large
domestic firms, especially in the primary and resource-based industries, are important
drivers of innovation.

Climate change and associated risks, combined with inadequate investment in innovation,
were rated by a previous government as posing the highest risk to Australia's prosperity
(Department of Industry, 2013). The 2017 Low Emissions Technology Roadmap
identified opportunities to tackle Australia’s challenges and help other countries
decarbonise (Campey et al., 2017). These include technology for addressing growing
fugitive emissions (e.g. ventilation-air methane abatement, carbon capture and storage
[CCS]) and accelerating use of renewables (e.g. geothermal, wave energy). Implementing
the roadmap and driving eco-innovation in general will require a clear long-term policy
framework, clear price signals and secured government support to R&D.

Government support to energy R&D followed an upward trend until 2013, then declined
significantly. Spending on environmental R&D has decreased continuously since 2009.
As part of the international initiative Mission Innovation, Australia pledged to double
public investment in clean energy R&D between 2015 and 2020. However, this
represents a small increase from historical levels (IEA, 2018). The research, development
and deployment budget for CCS has dropped since 2013 and the Australian Renewable
Energy Agency budget was reduced in 2014. Support to energy efficiency accounts for a
small share of the federal budget compared with other IEA countries. Overall, Australia is
a small contributor to patents for environment-related technology worldwide.

The country has a strategic interest in developing CCS and its demonstration projects are
excellent, but downscaled government funding puts its ability to deliver on its flagship
programmes at risk. It needs to continue assessing storage capability and ensuring regular
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monitoring and verification, as well as community engagement. Project completion,
supported by a stable and coherent policy framework and continued funding, would aid in
CCS development and deployment in Australia and worldwide (IEA, 2018).

Addressing the socio-economic impact of the green growth transition

The green growth transition requires anticipating and addressing its economic and social
impact. A solid evidence base is needed to understand the underlying challenges and
opportunities. Some information is available on employment in waste management and
renewable energy activities. However, Australia does not monitor economic activity and
employment in the environmental goods and services sector.

Policy makers need to identify the winners and losers in the green growth transition. In
consultation with stakeholders, they should define a transition plan, including well-
targeted support measures such as skill adjustment. Australia has taken steps to address
the labour impact of closures of coal-fired power plants. It is also promoting
environment-related employment through education and training (Section2) and by
making use of Indigenous knowledge and skills for natural resource management through
job-creating programmes such as the Indigenous Rangers programme (Section 4).

Environment, trade and development

Most of the free trade agreements Australia has signed include general environmental
provisions only. As a chair of the environmental goods agreement negotiations under the
World Trade Organization, the country focuses on removing barriers to trade in
environmental goods and services. Australia has already reduced tariffs to 5% or less on a
range of environmental goods, as agreed by Asia-Pacific Economic Cooperation members.

Australia’s net official development assistance (ODA) disbursements have been declining
in real terms since 2012, but its aid remains of significant importance for small island
developing states in the Pacific region. In 2017, ODA accounted for 0.23% of gross
national income, below the OECD Development Assistance Committee (DAC) member
average of 0.31% and far from the UN target of 0.7% (SDG 17.2). After a decrease over
2011-15, Australia’s aid focusing on environment'! rose to 23% of bilateral allocable aid
in 2016, remaining low compared to the DAC average of 33% (OECD, 2018]).

Although the 2017 Foreign Policy White Paper emphasised that environmental
degradation and climate change put the region's prosperity at risk, mainstreaming of these
issues in aid programmes is limited, beyond a safeguard approach (OECD, 2018m). There
is no strategy, backed with sufficient resources, for integrating environment and climate
across the aid programme. Australia has actively supported the Green Climate Fund and
contributes to other multilateral funds, especially on adaptation, but should clarify its
roadmap on scaling up financial support, as the Paris Agreement recommends.

The Export Finance and Insurance Corporation (EFIC), the government’s export credit
agency, finances few mining projects with potentially significant adverse environmental
and/or social risks (EFIC, 2018). Australia agreed to the OECD arrangements restricting
the circumstances under which coal-fired power plants can be financed, after negotiating
an exception regarding less efficient small coal-fired power plants in developing
countries. There is little information on the level of EFIC funding for fossil fuel projects.

Australia has committed to promote the OECD Guidelines for Multinational Enterprises.
Its national contact point should improve visibility, accessibility, transparency and
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accountability. The government needs to ensure its independence with adequate funding
(Newton, 2017).

Recommendations on green growth

Framework for sustainable development

e Update the 1992 National Strategy for Ecologically Sustainable Development
with a plan for implementing the 2030 Agenda supported by time-bound
quantitative targets.

e Use environmental-economic accounts in budget documents. Publish regular
environmental expenditure accounts for Australia.

Greening taxes, subsidies and prices

o Ensure that environmental externalities are better reflected in energy taxes, as
expected under the National Energy Productivity Plan; this implies taxing fuels
that are currently exempt and increasing rates that are too low. Consider
increasing taxes on diesel to at least match those on petrol on a carbon basis.

e Introduce a mechanism to systematically screen public support programmes
against their potential environmental impact to identify and phase out
environmentally harmful and inefficient subsidies.

o Implement the heavy vehicle reform and extend road pricing to light vehicles.
Consider introducing congestion charges in the largest cities. Introduce CO> and
local air pollutant emission criteria in vehicle registration fees and stamp duty,
with a roll-out plan as the fleet improves. Review the tax treatment of company
cars and commuting expenses to promote alternative modes of transport.

e Adopt a nationally consistent framework for landfill levies and expand the use of
variable charging for municipal waste services. Extend the national product
stewardship programme to additional products.

e Continue to improve the quality and accessibility of water market information.
Improve monitoring and reporting to ensure that the management of
environmental water assets maximises environmental outcomes.

Investing in the environment to promote green growth

e Improve ex ante cost-benefit analysis and systematically conduct ex post evaluation
of public investment projects, especially in the transport and water sectors.

e Align economic regulation and prices in the urban water sector with the
requirements of the National Water Initiative in all jurisdictions. Address
affordability concerns for urban water users in small communities and remote areas
through payments untied to capital expenditure targeting high-cost areas; improve
service provision through increased collaboration of small service providers.

o Improve co-ordination and alignment of renewable support programmes across
states and territories. Foster system integration of variable renewables
(wind/solar) in the National Electricity Market by developing interconnections
among regions, enhancing the flexibility of system operation, co-ordinating
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planning of grid infrastructure and providing locational signals for geographically
balanced deployment.

e Increase investment for rail and public transport; improve transport mode links
and integrate transport planning with land use planning.

Promoting eco-innovation

e C(Clarify the national strategy for eco-innovation and increase government support
to research, development and deployment to address Australia’s biggest
challenges (climate change, water, biodiversity); strengthen links between
industry and research and pursue international co-operation, notably on
promising innovations in renewables, energy storage, carbon capture and storage.

Environment and development co-operation

e Develop a strategy to mainstream environment and climate in the aid programme
and ensure sufficient capacity and resources for its implementation; develop a
concrete roadmap for contributing to the USD 100 billion goal and clarify
post-2020 contributions.
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4. Threatened species protection and sustainable use of biodiversity

Biodiversity status and trends

Australia is responsible for around 10% of the world’s biodiversity and is one of
17 megadiverse countries. It has more than 500 000 species of plants and animals, many
of them found nowhere else in the world (Australian Government, 2014). This rich
biodiversity supports a strong tourism industry, natural resource sectors and increasing
exports of natural oils and medicines. It also helps provide critical ecosystem services that
support Australians’ well-being, including clean air and water, plant pollination, pest
control and wastewater treatment. Beyond material benefits, it is an important part of
Australian culture, particularly for Indigenous peoples.

The status of biodiversity is poor and worsening (Cresswell and Murphy, 2017). Australia
had the second highest deterioration of biodiversity'? in the world, after Indonesia,
between 1996 and 2008 (Waldron et al., 2017).

At the national level, there are 81 ecosystems listed as threatened, with 34 critically
endangered, and 511 terrestrial and aquatic animal species listed as threatened, with
55 considered extinct. For plant species, 1355 are listed as threatened. The greatest
numbers of threatened species are found in southeastern and southwestern Australia,
though this may partly reflect greater study in proximity to populated areas. Mammal
declines in northern Australia have also been documented. Without significant new and
expanded policy measures, biodiversity loss will continue, with risks to irreplaceable
world natural heritage, unique species and critical ecosystem services. Australia’s iconic
Great Barrier Reef has already sustained significant coral loss due to unprecedented
bleaching over 2014-2017, crown-of-thorns starfish outbreaks and severe cyclones
(Hughes et al., 2017; AIMS, 2018; GBRMPA, 2018). The health of the reef depends on a
combination of near-term efforts to reduce direct and indirect pressures from human
activity and long-term efforts to mitigate the impact of climate change (Australian
Government, 2018; Reef 2050 IEP, 2016).

The main pressures on biodiversity are from: land clearing and habitat fragmentation for
grazing, urban development, infrastructure and extractive industries; alterations to
watercourses, water use and coastal pressures; invasive species such as feral cats, foxes
and weeds; and fire, pollution, disease and climate change. The pressures interact with
each other, exacerbating vulnerability.

Monitoring of the status and trends of ecosystems and species is patchy, time-limited and
generally inadequate. A commitment in the 2010 Commonwealth-State National
Biodiversity Conservation Strategy, to develop a national biodiversity monitoring and
reporting system has largely been abandoned. Previous monitoring efforts such as the
River Health Program and the Wetlands Inventory have also been discontinued. The Atlas
of Living Australia and Bush Blitz programmes help record sightings of species, and the
expansion of environmental-economic accounts at the Australian Bureau of Statistics is
improving understanding of pressures such as land and water use. Significant additional
effort, including funding, is needed to progress towards a national, comprehensive
biodiversity monitoring and reporting system that can inform Commonwealth, state and
territorial policy decisions and priority setting.
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Strategic and institutional framework

With shared roles on biodiversity policy, and limited resources, it is important for the
Commonwealth government and the state/territory governments to co-ordinate and
collaborate to ensure a strong national response to biodiversity challenges. In 2010, a
council of Commonwealth, state and territory environment ministers released a new
National Biodiversity Conservation Strategy 2010-2030 as a guiding umbrella framework
for all levels of government, the private sector and communities. The strategy set ten
interim targets for the first five years, including developing a national long-term
biodiversity monitoring and reporting system. A 2016 review determined that only one of
the targets had been met, with the others being unmet or unmeasurable due to a lack of
clarity on implementation and data.

A draft revised strategy, Australia’s Strategy for Nature 2018-2030 attempts to address
the review recommendations, but the first draft appeared equally unlikely to catalyse
significant progress. It shifted to high-level, vague goals and objectives combined with an
inventory of actions already under way. The 2015 Commonwealth Threatened Species
Strategy, in contrast, identifies priorities, specific measurable targets and actions to
achieve them. However, it also falls short in that it is only for the Commonwealth
government, it is too narrow to meaningfully address the scale of biodiversity loss, it used
an informal approach to set priorities and it has limited dedicated financial resources for
implementation. Regional and local authorities play an important role in translating
policies and programmes into on-the-ground action, but many lack the capacity or
resources needed.

As Australia works to improve its biodiversity and threatened species strategies, it could
consider approaches taken internationally. New Zealand, for example, developed a
system to set priorities for threatened species and ecosystem management in consultation
with ecologists and communities. It also developed a three-tiered approach to biodiversity
monitoring to gather the data needed for decision making and reporting. New South
Wales used this model as a basis for its Saving our Species programme, though the
programmes have since developed differently. Independent authorities, such as the
Commissioner for Environmental Sustainability in Victoria, have also been shown to play
an important role in maintaining the continuity of knowledge provision across political
cycles. The Commonwealth Threatened Species Commissioner has helped raise
awareness, but is unlikely to significantly influence biodiversity outcomes without greater
independence, additional financial and human resources, and effective partnerships with
state and territory governments.

Mainstreaming biodiversity across sectors

Australia has a strong legislative framework under the EPBC Act, but it applies only to
matters determined to be of national environmental significance, with remaining issues
falling under varying state and territorial legislation. Both levels of government have
improved EIA requirements for new large projects, and increasingly incorporate
biodiversity considerations into infrastructure assessments, regional plans and strategic
assessments. However, in many areas, Australia has not yet achieved an approach that
fully considers the cumulative effects of all forms of existing and new development, and
economic interests still tend to dominate decision making.

For example, Queensland set a goal of doubling state food and fibre production by 2040,
despite having identified land clearing for pasture as its greatest pressure on species. State
governments are also responsible for coastal waters as far as three nautical miles from
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shore, but most have limited enforcement of recreational fishing limits or control of other
activities that are growing in popularity. The state of Victoria continues to allow
harvesting of large old trees (regrowth and limited old growth) within the mountain ash
forest that provides habitat for critically endangered species. There are more than
50 000 abandoned mine sites across the country, with limited effort at rehabilitation or
assessment of soil and water contamination risks (Section 2). Urban sprawl and
infrastructure expansion are also of growing concern, with high levels of population
growth concentrated in vulnerable coastal areas and construction of new ports and
terminals to support export growth.

There are examples of well-developed integrated land use planning frameworks, such as
South East Queensland’s 2017 Regional Plan, but many seem to be lacking in
comprehensive consideration of all sources of existing and new development, and in
identifying concrete actions to limit cumulative environmental effects and key pressures
on biodiversity. Strong plans can also be poorly implemented. The best plans are
supported by adequate localised data on ecosystems and species that allow for the
establishment of baselines and measurement of progress.

Protected areas

Australia has made impressive progress in expanding protected areas, surpassing the
international 2020 Aichi targets for terrestrial areas (achieving 19% vs. a target of 17%)
and far exceeding targets for marine protection (achieving 36% vs. a target of 10%)
(Figure 5). The system of terrestrial protected areas is split between government reserves
(45%), Indigenous Protected Areas (45%), areas run by non-profit organisations (4%) and
ecosystems protected by farmers (6%). The protected areas are relatively evenly
distributed between more restrictive protection categories (47%) and those that allow
sustainable use (51%). Indigenous peoples are playing a growing role in protected area
management through collaborative governance arrangements and the successful
Indigenous Ranger programme that provides both employment and training. The concept
of Indigenous Protected Areas was recently introduced in Canada (ECCC, 2018).

However, gaps remain in terrestrial protection, with more than one-third of Australia’s
89 bioregions (defined by common climate, geology, landform, native vegetation and
species) having less than 10% protection. New South Wales and Queensland have the
lowest proportions of terrestrial area protected (DEE,2016a). The federal government and
all state and territorial governments have agreed, under the Strategy for the National
Reserve System 2009-30, to achieve a fully effective reserve system by 2030, but lack of
financing for existing reserve management and establishment of new reserves is likely to
slow progress.

Australia has 36% of its marine area protected, though 96% of protected areas are under
Commonwealth jurisdiction and management regimes do not generally cover growing
coastal pressures under state and territorial control, other than in the Great Barrier Reef
Marine Park. The establishment of 40 new marine parks in 2012 was a major
advancement in protection for marine biodiversity. However, controversy surrounding the
details of management plans has delayed implementation and led to changes to the
protections originally proposed. Rather than starting over, governments should
incorporate the research and monitoring capacity recommended by an Expert Scientific
Panel in 2015 to support evidence-based decision-making.
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Figure 5. Australia has substantial protection, but gaps along coasts and in certain regions
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Sources: DEE (2016), CAPAD (Collaborative Australian Protected Areas Database) 2016: Terrestrial
Protected Area Data; DEE (2018), Australian Marine Parks (database).

Other policy instruments

Outside of protected areas, Australian governments use a variety of conservation
programmes, economic instruments and other tools for species protection and sustainable
biodiversity use. The main federal programme is the National Landcare Program, which
provides grants for conservation and sustainable use actions by organisations, private
landowners and community groups. While in general the programme has helped reduce
biodiversity loss, the government has been criticised for frequently changing policy
directions and funding levels, and for focusing more on administrative result
measurement than biodiversity outcomes. Funding has been decreasing over time and
while the new tender process may improve overall outcomes, small communities and
organisations may lack the capacity to draft quality proposals. The Reef Long-term
Sustainability Plan for the Great Barrier Reef, in contrast, has received significantly
increased investment as a result of strong international attention to the high-profile World
Heritage Area and reports of its poor coral condition and water quality.

A prominent use of economic instruments for biodiversity is through conservation
covenants with private landholders, which provide benefits such as tax concessions, rate
relief or grants in exchange for protecting land of high conservation value. Results of the
programme are mixed, however, depending on the capacity of landowners to manage
protected areas and the degree to which states maintain protection. Queensland, for
example, has approved mining on land previously protected under a conservation
covenant.
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Biodiversity offset policies are also increasing as part of environmental assessment
processes at both the federal and state levels. However, offset requirements vary across
jurisdictions and there has been criticism of what is deemed “like for like”, permanency,
baseline setting and a lack of monitoring to ensure achievement of environmental
objectives. A greater national role in ensuring consistency and best practices in offsets, as
well as alignment with national conservation priorities, would help improve confidence in
the approach and its use as a tool to reduce biodiversity loss (OECD, 2016a). The
Commonwealth could play a stronger role in accreditation of biobanking and increasing
links to threatened species priorities (Hawke, 2009). States and territories could look to
approaches such as the new Biodiversity Conservation Trust in New South Wales as a
potential model, if it proves successful.

Australia could also improve biodiversity outcomes by identifying and phasing out
subsidies and tax incentives that encourage activities harmful to biodiversity. Financial
support for extractive industries, insufficient charges for environmental liabilities and
water allocation regimes that favour irrigated agriculture could be considered in this
context. France, for example, released a report in 2012 detailing measures harmful to
biodiversity, highlighting policies such as industry exemptions for water charges and low
pollution taxes for agriculture (OECD, 2016b).

Financing biodiversity

While it is difficult to get a national picture of financing for biodiversity conservation,
due to the various government levels involved, public funding trends are of concern.
Biodiversity expenditure has remained between AUD 400 million and 500 million per
year (less than 0.05% of GDP) since 2010 (Cresswell and Murphy, 2017). Other areas of
shared jurisdiction have received significantly more Commonwealth funding. Transport
infrastructure, for example, received AUD 70 billion over seven years. National Landcare
Program funding is dropping, the Green Army programme has not been renewed, there is
no longer funding for new state-led National Reserves and there have been cuts to
biodiversity research at the Commonwealth Scientific and Industrial Research
Organisation and National Climate Change Adaptation Research Facility. The Great
Barrier Reef is, however, one area that received significant new funding, with an
estimated investment of over AUD 2 billion by the Commonwealth and Queensland
governments for implementation of the Reef 2050 Plan.

Many actions needed to improve biodiversity outcomes across Australia require
substantial increases in financing, including improved long-term monitoring, feral animal
management and ecological restoration. The 2017 Threatened Species Prospectus
proposed attracting financing from the industrial and philanthropic sectors, but early
indications are that while it has generated over AUD 6 million, it will be difficult to
attract substantial private financing without the leveraging power of greater public
funding. Moreover, given the public benefit associated with biodiversity protection and
restoration, there is a strong case for additional public funding.

Investments in research, development and innovation have produced important
advances in knowledge of biodiversity status and trends, as well as approaches to
conservation. Several national, state and territorial research programmes support
university and NGO research related to biodiversity. However, the scale of investment
remains too low to get ahead of the pace of biodiversity loss and growth in pressures,
and there are insufficient links between academic research and policy development.
Investment in technological innovation has the potential to improve the feasibility and
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cost-effectiveness of biodiversity monitoring over time, while providing opportunities for
Australian businesses.

Recommendations on threatened species protection and sustainable use of
biodiversity

e Develop a national collaborative plan, considering the potential for the
establishment of an independent authority, to close data gaps on the status and
trends of species and ecosystems, and establish national biodiversity indicators to
measure progress over time and identify priorities for action.

e Use the opportunity of updating the national biodiversity strategy to increase the
Commonwealth leadership role in guiding biodiversity policy; identify priorities
for new national, state and territorial commitments, ensuring that they include
specific short-, medium- and long-term measurable targets and a set of policy,
regulatory and investment actions linked to outcome indicators.

e Expand the Threatened Species Strategy by adding additional pressures and
species based on a clear and consistent prioritisation process and improved links
to state government programmes.

e Under Commonwealth leadership, invest time and resources in developing and
implementing comprehensive, integrated and collaborative regional plans and
strategic assessments in areas where biodiversity is vulnerable, addressing the
cumulative environmental effects of all sources of new and existing development,
and establishing biodiversity baselines to measure progress.

e Continue working to meet the commitment to achieve a fully effective protected
area system by 2030, improving protection in underrepresented bioregions and
critical habitats for threatened species, and working collaboratively with state and
territorial governments to improve coastal protection.

o Establish a stronger federal role in offset and biobanking to increase consistency
across states and territories, promote alignment with national conservation
strategies and ensure best practices; enhance the conservation covenant
programme by expanding financial and knowledge support for effective
management; and undertake a review of subsidies and incentives that could be
harmful to biodiversity.

e Increase investment in biodiversity conservation and ecological restoration
commensurate with the scale of the challenge and Australia’s global
responsibility to conserve its unique biodiversity: enhance local, regional and
Indigenous capacity to manage protected areas, co-ordinate actions on threatened
species and enforce restrictions; restore funding for the expansion of the National
Reserve System; and provide long-term continuous funding for policy-linked
biodiversity research, monitoring, reporting and innovation.
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S. Chemical management

Pressures on health and the environment from chemicals

Australia’s chemical and plastic industry (including fertilisers and pesticides) is the
country’s second largest manufacturing industry, after the food product manufacturing
industry. The manufacture and use of chemicals create pressures on health and the
environment that may intensify in the future with increased import of chemicals and
plastic products, especially chemicals in articles that may enter the Australian market
unassessed when they are not designed for intentional release from an article. Although
chemicals represent a smaller market than in some OECD regions, pressures on health
and the environment from chemicals need to be appropriately identified, assessed and
managed, and, in the case of chemical accidents, reported.

Regulatory framework

The Australian chemical regulatory framework is a complex system across three levels of
government, with separate regimes in place for each category of chemical use. The
primary policy objective of the chemical management system is to protect human health
and the environment. Additional objectives relate to protecting trade and ensuring
national security. Chemical risk assessment and risk management are clearly separated
and are performed at different government levels, with the former conducted by the
Commonwealth and the latter the responsibility of states/territories. Co-ordination is
sometimes lacking, especially from one state or territory to another, since each
jurisdiction has its own governance and statutory arrangements and can implement
regulations independently. The complexity of the regulatory framework is seen as a factor
delaying the treaty-making process for ratification of Stockholm Convention amendments
and of the Minamata Convention. It could also impede ratification of future treaty
amendments.

While laws related to public health and to worker health and safety have generally been
implemented consistently across Australia, the risk of humans being exposed indirectly to
chemicals via the environment is not being systematically addressed. Regarding
protection of the environment, it appears that environmental risk assessment related to
chemicals is not conducted across all regulatory regimes. It is performed for industrial,
agricultural and veterinary chemicals, but not for pharmaceuticals, although
pharmaceutical contamination of surface waters is an issue of emerging concern in OECD
countries. The Globally Harmonised System of Classification and Labelling of Chemicals
(GHS) is implemented for workplace hazardous chemicals across Australia, unless other
labelling laws apply, in which case chemicals are generally exempted from GHS labelling
requirement (e.g. therapeutic goods, agricultural and veterinary chemicals, consumer
products). The GHS is not implemented for environmental hazards. There is no national
framework for management of environmental risks from industrial chemicals, and
recommendations by the Commonwealth on environmental protection are unevenly
implemented across states and territories.

Ongoing reforms

A research report by the Productivity Commission (2008) raised a number of
inconsistencies in the regulation on chemicals and plastics. Ten years after the report,
federal reforms to address the recommendations from the report are still under way. The
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objective of one of these reforms is to address the gap on environmental risk management
for industrial chemicals by making provisions to establish a national standard and create a
decision-making framework. Under the proposed reform, the DEE will be the national
standard decision maker. The framework provides pre-established management measures
on environmental protection for each chemical, covering all stages of the chemical’s life
cycle. The reform is thus a step towards national co-ordination, though it is too early to
evaluate whether it will be implemented consistently across states and territories. In
addition, there are uncertainties regarding the resources required to apply the standard and
categorise the thousands of chemicals on the market. The role of the states and territories
is not fully defined at this stage, nor is the monitoring and evaluation system that will
need to be put in place to ensure that risks from chemicals are properly managed.

Another major ongoing reform of the chemical management system concerns the
National Industrial Chemicals Notification and Assessment Scheme (NICNAS). When
implemented, the reform will focus government pre-market assessment efforts on
higher-risk chemicals, based on self-categorisation by industry into introduction
categories. Under the current scheme, industry already self-categorises, to a lesser extent,
its introductions against low risk criteria in order to access the exemption pathways. This
transfer of responsibilities to industry is limited to new chemicals; the reform does not
plan similar provisions for substances on the market before entry into force of the current
legislation.

Remaining challenges

Most of the legislation on chemical management was put in place in the 1990s. It
improved the way chemicals were assessed but the backlog of unassessed chemicals that
were on the market before the 1990s remains significant. Although programmes have
significantly decreased the number of unassessed industrial chemicals listed on the
Australian inventory in the last six years, more than half, i.e. several thousand, of
industrial chemicals on the market remain unassessed (Figure 6). Under the reformed
scheme, there is no statutory target for the number of chemicals to be evaluated in a given
period, nor any timeframe within which each evaluation must be completed. The
reformed scheme aims to provide flexibility to adjust the scope of the evaluation to the
level of concern, however. Agricultural and veterinary chemicals (known in Australia as
agvet) that were authorised before implementation of the National Regulatory Scheme for
Agricultural and Veterinary Chemicals some 20 years ago may need to be screened for a
potential update of the priority list for re-evaluation, in light of progress in the science.

The NICNAS reform will create incentives to develop safer chemicals by reducing the
financial burden on industry for the introduction of lower-risk chemicals. It will also
increase efficiency and reduce duplication by facilitating the use of assessments
performed in other countries. Under the reformed scheme, the government will not keep
track of all chemicals being introduced into the market. The intent is for the reduction in
pre-market controls for lower-risk chemicals to be balanced by a greater focus on
post-market monitoring and enforcement under the new arrangements. The reformed
scheme should address potential data gaps associated with current regulatory
requirements for some toxicological endpoints. In particular, screening for chemicals with
endocrine disrupting properties needs to be addressed more consistently in the various
chemical management programmes.
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Figure 6. Despite significant progress, a large share of existing chemicals remain unassessed

Chemicals on AICS

Not assessed
61.4%

PEC
0.3%

Notes: AICS = Australian Inventory of Chemicals Substances; PEC = Priority Existing Chemicals; IMAP = Inventory Multi-Tiered
Assessment and Prioritisation. Total number of chemicals: 40 571.
Source: NICNAS (2018), Data on Industrial Chemicals.

StatLink Sz https://doi.org/10.1787/888933889419

A particular challenge Australia shares with other OECD countries is early identification
of contaminants of emerging concern. While action is being taken with regard to some
legacy contamination, such as per- and poly-fluoroalkyl substances, mechanisms are
needed to move away from a posteriori actions to more proactive approaches.
Environmental monitoring and human bio-monitoring are important tools to aid in this
identification and can thus inform risk assessment and risk management activities. More
effort is needed in this direction, such as updating the National Pollutant Inventory
currently being reviewed to keep abreast of chemicals of emerging concern, making
better use of existing data and improving monitoring of diffuse sources of chemical
emissions. Also, creating a baseline of health and environmental status, using appropriate
indicators, would enable assessment of the reforms’ impact on human health and the
environment. In this context, further actions could build on the work already undertaken
by DEE on a pilot monitoring programme. Moving forward with the development of a
national monitoring campaign would generate data that could serve as indicators of the
reforms’ effectiveness, contribute to the Stockholm Convention’s impact evaluation and
help with earlier identification of emerging contaminants.
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Recommendations on chemical management

e Strengthen harmonisation and co-ordination of chemical risk management across
states and territories and ensure that the national standard for environmental risk
management of industrial chemicals is implemented consistently across
jurisdictions, with harmonised and measurable reporting requirements.

e C(Create a baseline of indicators of the status of chemical management to measure
the effectiveness of implementation of reforms currently under development.

e Develop legal mechanisms to facilitate and accelerate ratification of current and
future amendments to the Stockholm Convention and ratification of the
Minamata Convention.

e Ensure funding mechanisms provide adequate resources to agencies to evaluate
the backlog of unassessed industrial chemicals and reassess agvet chemicals in
light of new scientific evidence. Consider mechanisms to accelerate assessment
or reassessment. Secure funding to ensure all chemicals on the market are
categorised into environmental schedules in a reasonable time frame under the
national standard.

e Consider strengthening information generation and collection for chemicals to
ensure screening of a robust set of endpoints including reproductive and
developmental toxicity and endocrine disruption.

e Ensure that regulatory authorities have access to adequate information about
industrial chemicals introduced into Australia to protect human health and the
environment and that there is no gap in chemical regulation for chemical
constituents of imported articles.

e Consider strengthening policies regarding evaluation of environmental risk for
pharmaceuticals and medical devices, and management of risk to humans via the
environment.

o Take further steps to increase communication regarding chemical hazards by
applying the GHS more consistently across chemical sectors and implementing
the criteria for environmental hazards.

e Update the National Pollutant Inventory to be in line with the Recommendation
on Implementing Pollutant Release and Transfer Registers adopted by the OECD
Council on 10 April 2018 (OECD, 2018n) in the context of national
circumstance, and develop a systematic overarching monitoring mechanism to
address increases in emissions over time at the national level.

e Make better use of available monitoring data and build on the previous pilot
monitoring programme to generate more data via national monitoring of
chemicals in the environment and bio-monitoring campaigns to accelerate
identification of emerging contaminants; ensure risk management of identified
concerns and be more proactive when emerging contaminants are flagged.

e Reinforce reporting of chemical accidents to the Major Accident Reporting
System through the EU-OECD-UNECE co-operation agreement for reporting
chemical accidents.
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Notes

! The profile of electricity emissions varied over 2005-17. Emissions rose over 2005-09 then
decreased until 2014. After the carbon pricing mechanism was removed, in 2014, emissions
increased until 2016 before decreasing in 2017 with the closure of Hazelwood, Australia’s most
emission intensive power station.

2 Australia is allowed to use the carryover emissions from the first commitment period
(128 Mt CO; eq) of the Kyoto Protocol to meet its target under the second period. Under current
projections (DEE, 2017a), it will reach the 2020 target without this option.

3 The Climate Change Authority is an independent statutory agency providing expert advice to the
government on climate change policy.

4 From coal, gas, pumped hydro and batteries.

5 In terms of domestic material consumption (sum of domestic raw material extraction used by an
economy and its physical trade balance) per GDP and per capita.

® The carbon pricing gap shows the extent to which countries price carbon emissions below the
benchmark value, by measuring the difference between the benchmark and the actual rate for
every percentile, and summing all positive differences. The gap is measured as a percentage. If the
effective carbon rate on all emissions was at least as high as the benchmark value, the gap would
be zero, and if the effective carbon rate was zero throughout, the gap would be 100%.

" The OECD Inventory of Support Measures for Fossil Fuels records tax expenditures as estimates
of revenue that is forgone due to a particular feature of the tax system that reduces or postpones
tax relative to a jurisdiction’s benchmark tax system, to the benefit of fossil fuels.

8 The Fuel Tax Credits programme is not included in the Producer Support Estimate calculation
because it benefits other industries.

? The creation of a separate legal entity (a corporation) to undertake specific functions.
19 Outside of major cities.

T Aid activities that are marked with at least one environmental and/or Rio policy markers. They
include activities targeting the environment, climate change mitigation or adaptation, biodiversity
conservation and sustainable use and/or desertification control, either as an explicit and
fundamental objective of the activity or as an important but secondary objective.

12 Species that shifted to a worse IUCN red list status between 1996 and 2008.
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Annex 1.A. Actions taken to implement selected recommendations from the
2007 OECD environmental performance review of Australia

Recommendations

Actions taken

Chapter 1. Environmental performance: trends and recent developments

Steadfastly implement all aspects of the National
Water Initiative (in particular: full cost recovery of
water services and irrigation water delivery;
rationalisation of water allocation in stressed water
basins, allocation of adequate share of water savings
to environmental flows; removal of remaining
administrative  barriers to interstate  trading;
strengthening of the integrated management of
ground and surface waters; wide application of “water
sensitive” urban design practices).

Further develop national strategies for responding to
the likely long-term effects of climate change on
available water resources, using optimisation analysis
and exploring different scenarios.

Make concerted efforts to decouple environmental
pressures from economic growth, especially those
pressures from the energy, transport and household
sectors, including urban growth.

Strengthen policies and measures to enhance energy
efficiency; reduce the energy sector’s net greenhouse
gas emissions, including through more development
of renewable energy sources.

Strengthen measures to reduce irrigation water losses
and the runoff of excess fertilisers and pesticides to
the environment.

Evaluate the economic risks to agriculture associated
with projected climate change, and take cost-effective
measures to enhance the sector’s capacity to adjust
to expected effects of climate change, and continue to
develop and expand the capability of the agricultural
sector to reduce greenhouse gas emissions.

Assess the extent of marine pollution from land-based
and marine sources, and implement cost-effective
measures to limit their discharges.

Progress has been made in implementing the 2004 National Water Initiative (NWI).
Most jurisdictions have created statutory-based, clear and secure long-term water
rights for consumptive uses. Water planning arrangements have been established for
the majority of areas of intensive water use. Urban service providers are generally
pricing at the levels required. Environmental sustainability has been supported by
formal provision of water for the environment and progress has been made on
rebalancing over-allocated systems. Water markets have been established that have
allowed water to be traded to higher-value uses. Water reuse, water use efficiency,
water sensitive urban design and innovation have improved. However, scope for
improvement remains on water access entitlements and planning, on water pricing
and on Indigenous communities’ engagement. There are also shortcomings in the
institutional and governance arrangements concerning the Murray-Darling Basin
(Chapters 1, 2 and 3).

Guidance to jurisdictions on how to consider possible impacts in water planning has
been prepared. A process for regularly assessing the impact of climate change on
water resources as part of a jurisdiction’s water planning is not yet routinely in place
(Chapter 1).

Australia managed to decouple environmental pressures (municipal waste
generation, energy and water use) from economic growth. The increasing use of
natural gas and renewable energy resources and the shift towards less energy-
intensive sectors helped reduce the carbon intensity of the economy (Chapter 1).

The National Energy Productivity Plan aims at increasing GDP per unit of energy
used by 40% between 2015 and 2030. However, improvement is not fast enough to
reach the target. The Commonwealth government finances energy efficiency and
renewables investment through the Clean Energy Finance Corporation and the
Australian Renewable Energy Agency. The Commonwealth’s renewable energy
target also supports electricity generation from renewables. States and territories
have their own policies and instruments, such as feed-in tariffs and auctions to
promote renewables and white certificates for energy saving. Over 2005-17,
greenhouse gas (GHG) emissions from energy use increased. Emissions from
energy industries, the largest emitter, remained broadly constant: a decline of
emissions from electricity was offset by a rapid increase of emissions from natural
gas production (Chapters 1 and 3).

The Australian government funds a large number of programmes to improve irrigation
efficiency, in particular through the Sustainable Rural Water Use and Infrastructure
Programme. The impact of irrigation efficiency projects on return flows is subject to
debate. The use of fertilisers and pesticides has risen significantly in the past decade
(Chapters 1 and 3).

The Commonwealth, states and territories have climate change adaptation strategies
in which agriculture is a priority area. Measures to address climate risk include the
Managing Farm Risk Programme and the Farm Management Deposit Scheme.
However, support to risk management measures should be reviewed to ensure that
they effectively boost drought preparedness and resilience. Measures to address
GHG emissions include the Emissions Reduction Fund and Carbon Farming Futures
(2012-17) (Chapters 1 and 3).

The 2009 Threat Abatement Plan for the impact of marine debris on vertebrate
marine life aims to provide a co-ordinated national approach. The Biosecurity
Amendment (Ballast Water and Other Measures) Act 2017 prescribes how ballast
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water should be managed on Australian seas. Under the Offshore Petroleum and
Greenhouse Gas Storage (Environment) Regulations 2009, an accepted environment
plan must be in force prior to any offshore petroleum or GHG activity being
undertaken.

Chapter 2. Environmental governance and management

Strengthen enforcement by making it easier to take
action against operations, especially large pollution
sources which breach the regulations.

Improve and expand corporate environmental and
sustainability reporting, and increase the transparency
of voluntary agreements with industry.

Expand the use of performance and cost-
effectiveness assessment for operation of government
agencies at the Commonwealth and state/territory
level.

Continue to harmonise legislation and regulation and
improve co-operation between Commonwealth and
state/territory governments, with the aim of
establishing, where appropriate, an environmental
level playing field within the country.

Expand the capacity of regional natural resource
management bodies to manage river health, and to
assure minimum environmental flows.

Promote public awareness and understanding of the
economic and environmental importance of improving
the efficiency of water allocation and consumption.

Further strengthen federal and state/territory data on
air pollution control at major sources (e.g. stationary,
mobile sources), accelerating the publication of
monitoring data and aggregated national state of the
environment reports.

Conduct a national study on the costs and benefits of
air emissions, including all major sources.

The Environment Protection and Biodiversity Conservation Act 1999 (EPBC Act)
includes a broad range of enforcement mechanisms, such as administrative, civil,
and criminal penalties, as well as enforceable undertakings. The federal Department
of the Environment and Energy (DEE) has developed a policy that outlines the
objectives and guiding principles of the compliance and enforcement system. DEE
uses a risk-based approach to plan compliance monitoring. States and territories are
responsible for monitoring compliance with regulations under their jurisdiction. Some
states, including New South Wales, Victoria and Western Australia, also use risk-
based targeting to inform environmental inspections (Chapter 2).

The EPBC Act requires Commonwealth entities and companies to report on their
sustainability performance as part of their annual reports. There are several voluntary
agreements with industry. The National Carbon Offset Standard, introduced in 2010,
helps businesses and organisations measure, reduce, offset and report GHG
emissions. The Packaging Covenant has successfully reduced the environmental
impact of consumer packaging since 1999. There is a range of voluntary
sustainability initiatives across agricultural industries (Chapter 2).

The enhanced Commonwealth performance framework provides guidance and
information to assist Commonwealth entities to develop and report performance
information in annual reports and corporate plans, including an overview of
achievements and policy directions; achievements and challenges faced by the
entity, with different programmes and initiatives; the structure of the portfolio; and the
organisational structure.

Australia has several vertical co-operation mechanisms, including the Council of
Australian Governments, the Meeting of Environment Ministers and the National
Environment Protection Council (NEPC), which establishes National Environment
Protection Measures (NEPMs), sets of environmental standards and protocols
related to air, water, noise, site contamination, etc. To harmonise and streamline
regulations and reduce duplication, the government has committed to a “one-stop
shop” policy for environmental approvals in the form of bilateral agreements between
the Commonwealth and state/territory governments (Chapter 2).

The National Water Quality Management Strategy and its guidelines underwent a
major revision to update their currency and relevance. The updates include more
efficient governance arrangements, best available science and an enhanced web
presence. Water quality improvement plans were designed to establish strategies for
managing pollution released into waterways and catchments of high ecological,
social and recreational value.

Australian governments engage with various stakeholders to get their input on water
planning. Parliamentary committees provide a public forum for engagement of
citizens and stakeholders. Water Matters, an online newsletter, provides readers with
a greater understanding of the Department of Agriculture and Water Resource’s work
in managing Australia’s water resources.

Information on air quality is included in the “atmosphere” component of the 2016
Australian State of the Environment (SoE) Report. Under the 2015 National Clean Air
Agreement, ambient air quality reporting standards for particle pollution were
strengthened. The standards were updated in 2016 and another review of nitrogen
dioxide, sulphur dioxide and ozone is planned for 2019. The Ambient Air Quality
NEPM requires each participating jurisdiction to submit a report on monitoring and
data assessment to the NEPC each year. To monitor air quality and support
compliance requirements, state and territory agencies maintain sophisticated air
quality monitoring capabilities that measure concentrations of key pollutants,
including particulates, nitrogen dioxide, ozone, carbon monoxide and sulphur dioxide.
There is, however, no single point of access to nationally consistent air quality data to
support policy, planning, reporting, and research and community exposure
awareness. The National Pollutant Inventory (NPI) should be updated (Chapter 5).

Cost-benefit analysis (CBA) has been conducted for regulating particulate matter
standards, wood heater emissions and non-road spark ignition engine emissions
(Chapters 1 and 2).
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Complete the incorporation of fine particulates in the
Ambient Air Quality NEPM, and review the role of
intra and interstate atmospheric transport of fine
particulates in concentrations in urban areas.

Ensure that the 56 new regional catchment
management bodies develop the capacity (good
governance, funding, know-how, training, institutional
support) to achieve the outcomes they are expected
to deliver, in partnership with the agricultural industry.

Assure independent evaluation of the effectiveness of
voluntary approaches (e.g. landcare, promotion of
EMS); and ensure that the lessons learned with good
land and environmental management practices are
shared across the country.

Harmonise the collection and reporting of key
environmental information and statistics at the
state/territory level so as to facilitate national level
aggregation and reporting.

Improve integration of ‘whole of government’
objectives concerning indigenous peoples into natural
resource management programmes.

Continue to use public consultation mechanisms to
ensure that land use planning takes into account the
views of communities and stakeholders, clearly
indicating the timing, scope and right of appeal at all
stages up to the final decision.

Ensure that vocational and continuing education
curricula include training in how to minimise the
potential  environmental impacts of business
operations.

Continue to prioritise the development of the
environmental services industry and to integrate
environmental  objectives  into  government
procurement and operations policies.

The Ambient Air Quality NEPM sets standards for carbon monoxide, lead, nitrogen
dioxide, ozone, sulphur dioxide and particulate matter (PM1o, and PM.s). It also sets
mandatory monitoring and reporting requirements. The standards are aligned with
those of the World Health Organization’s Air Quality Guidelines (Chapter 2).

Regional natural resource management (NRM) organisations, in consultation with
their local communities, including the National Landcare Program (NLP), have great
autonomy in decision making for NRM activities, including identifying the best ways
to achieve local NRM and sustainable agricultural priorities. Over 2014-17, the
government introduced the Australian Government Performance Framework for
Regional NRM Organisations as a key quality assurance and risk management tool
for delivery of the NLP. In 2018, the Australian government implemented the
Regional Land Partnerships Assurance Framework, which continues and
strengthens the quality assurance and risk management activities begun in the NLP.

The government has completed a review of delivery arrangements for the NLP to
inform future decision making. The government has also established the Monitoring
Evaluation Reporting and Improvement Tool, which is designed to collect and store
planning, monitoring and reporting data associated with federal-funded NRM grant
projects. Adoption of environmental management systems by Australian businesses
has been growing rapidly (Chapter 2).

SoE reporting is conducted at both the national and state/territory levels. The national
report is released every five years and is a comprehensive publication that covers all
main environmental issues. It is available online on a dedicated web page that is
easy to navigate. SoE reports prepared by states and territories differ in length and
content and are often not harmonised with the national report (Chapter 2).

Much progress has been made to improve integration of Indigenous peoples in NRM
programmes. There are 123 Indigenous ranger groups, as well as some
state/territory-funded groups, engaged in patrolling, managing and monitoring
aboriginal land areas. In addition there is a growing trend to engage Indigenous
communities in management of areas that are not under indigenous ownership, such
as national parks and marine parks (Chapter 2).

All states and territories have dedicated laws and departments to regulate land use.
In New South Wales, state environmental planning policies and local environmental
plans are developed through public consultation, in line with the recommendation
(Chapter 2). Where new policy proposals are likely to have a significant impact, the
Australian Government Guide to Regulation requires a regulation impact statement
(RIS) to be prepared prior to the decision. In addition, the Australian government
launched the Smart Cities Plan in April 2016. The government sought public
submissions on the plan from state and local governments, industry, community
members and interest groups. City Deals are key to delivering the Australian
government’s Smart Cities Plan and are developed in partnership with state and
local governments and relevant stakeholders.

In the vocational education and training sector, 4 400 nationally recognised
qualifications were awarded in environment-related programmes in 2014. All levels
were covered, from the first certificate to advanced diplomas in industry sectors such
as land management, forestry, environmental management and sustainability, and
water operations. As the 2007 EPR recommended, there are ongoing reviews to
ensure that such programmes develop the competences and skills required by
industry, including with regard to environmental regulation and policies (Chapter 2).

Little progress has been made at federal level on this recommendation. Despite the
publication of a sustainable procurement guide in 2013, there remain insufficient
guidance for officials and a lack of transparency and accountability (Chapter 2).
Some states and territories have developed green public procurement standards and
guidelines.

Chapter 3. Towards green growth

Further expand the use of economic instruments,
assuring the more complete application of the polluter
pays and the user pays principles for water, energy,
and waste management.

Expand the use of market-based instruments to
advance ecologically sustainable development, with

Progress in using economic instruments has been mixed. Water markets have
helped allocate scarce water resources to higher-value uses. In the urban water
sector, widespread introduction of consumption-based pricing has contributed to
more efficient water use. However, progress has varied across the continent and
there is evidence of underpricing. A carbon pricing mechanism was in effect between
2012 and 2014. Energy taxes do not reflect the climate costs of fuel use. Most states
imposes landfill levies, although they are not harmonised. Municipal waste charges
are typically imposed at a flat rate. Since 2012, a national product stewardship
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particular attention to end-user energy prices to
promote conservation, to limit emissions, to enhance
long-term energy security, and (in the case of
transport) to reduce land development pressures.

Ensure that all new investment in water conservation
infrastructure is subject to prior economic analysis,
and that landholders in the Murray-Darling Basin face
consistent rules for obtaining water for irrigation
purposes.

Redouble efforts to cut emissions from the transport
sector: for instance, by applying market-based
instruments to stimulate cleaner vehicles fleets and to
improve the balance of transport modes (e.g.
congestion and road pricing, fuel and vehicle taxation,
parking charges).

In assessing policies, evaluate the contributions of
measures against multiple sustainability objectives;
for example, ensure that waste management
measures are environmentally and socially effective
and economically efficient.

Further develop and operationalise the economic
framework for sustainable agriculture, using market-
based instruments (taxes, charges, trading) and
economic analysis.

Where agriculture can no longer be sustainable,
assist affected landholders and communities in the
transition to other land uses.

Monitor the distributional impacts of market-based
approaches to environmental management, and take
steps to ensure equity (e.g. rural/urban, ethnic
minorities, socio-economically disadvantaged).

Introduce a price on carbon through a national
greenhouse gas emissions trading scheme and/or a
carbon tax.

Progressively increase the ratio of Official
Development Assistance/Gross National Income
towards the Rio target (0.7% of GNI), ensuring that
environmental objectives are comprehensively met.

(extended producer responsibility) programme for televisions and computers has
provided tangible outcomes but been limited in scope (Chapter 3).

Much of the recent direct government investment in water infrastructure has been
shown to be inconsistent with jurisdictions’ commitments under the NWI to ensure
that all new and refurbished infrastructure is economically viable and environmentally
sustainable. Inadequate CBAs have resulted in several projects with poor financial
and environmental performance being funded by governments. In many cases,
support was provided for the private benefit of irrigators (Chapter 3).

Vehicle emission and fuel quality standards are the main instruments used to cut
emissions from transport. They are below world best practice. Since 2015, the
Ministerial Forum on Vehicle Emissions has been discussing options for tightening
these standards. Road fuel taxes are in the lower range among OECD countries.
States and territories apply different rates of registration fees and stamp duty. These
generally vary with vehicle size and price. Fixed rate is the main form of charging on
the country’s 16 toll roads. GHG emissions from transport increased by 18% over
2005-16 (Chapters 1 and 3).

Where new policy proposals are likely to have a significant impact, the Australian
Government Guide to Regulation requires a RIS to be prepared prior to the decision.
The RIS can be short, standard or long depending on the expected impact. CBA of
economic, social and environmental effects is mandatory for long RISes,
recommended for standard ones and not required for short versions (Chapter 2).
Water trading systems, the Emissions Reduction Fund and biodiversity offsets are
the main market-based instruments used for sustainable agriculture (Chapters 3 and
4).

The Australian government assists farmers to be more efficient and sustainable in
their use of water rather than encouraging transition to particular land uses. It does
not determine areas “where agriculture can no longer be sustainable”, leaving such
decisions to landholders and farmers.

The Australian government's guidance on CBA suggests an aggregation of costs and
benefits across individuals without regard to the equity of the distribution of those
costs and benefits. If the information is available, a CBA can identify potential
winners and losers and the magnitude of their gains and losses. The Regulatory
Burden Measurement Framework requires regulatory costs to be estimated as a part
of the RIS for three major groups: businesses, community organisations and
individuals.

Australia established a carbon pricing mechanism in 2012 and repealed it in 2014. It
covered about 60% of Australia’s carbon emissions, including those from electricity
generation (Chapter 3).

Australia’s net official development assistance (ODA) disbursements have been
declining in real terms since 2012. In 2017, ODA accounted for 0.23% of gross
national income, below the OECD Development Assistance Committee member
average of 0.31% and far from the UN target of 0.7%. After a decrease over 2011-15,
Australia’s aid focusing on environment rose to 23% of bilateral allocable aid in 2016,
remaining low compared to the DAC average of 33% (Chapter 3).

Chapter 4. Threatened species protection and sustainable use of biodiversity

Further increase the terrestrial and marine area under
formal protection while progressing towards the
objective of a comprehensive and representative
National Reserve System.

Persevere with efforts to protect, manage and restore
wetlands.

Strengthen the recovery of threatened species and
ecological communities through co-ordination of
recovery plans and pest management plans on the

Australia has made progress in expanding protected areas, primarily through the
development of new Indigenous Protected Areas and new marine national parks. It
now surpasses the international 2020 Aichi targets for terrestrial areas (achieving
19% vs. a target of 17%) and far exceeds targets for marine protection (achieving
36% vs. a target of 10%). However, gaps remain in achieving a comprehensive and
representative system of protected areas, with some one-third of terrestrial
bioregions having less than 10% protection and a lack of protection in coastal areas
under the control of state and territory governments.

Australia has 65 wetlands of international importance that are monitored and carefully
managed. However, there is no comprehensive inventory or monitoring of other
wetlands and indications are that the overall area has declined over time.

Australia developed 27 multispecies recovery plans and seven regional recovery
plans between 2007 and 2017, and 16 recovery plans covering 19 different
ecological communities were made or adopted over the period. However, less than

OECD ENVIRONMENTAL PERFORMANCE REVIEWS: AUSTRALIA 2019 © OECD 2019



64 | ASSESSMENT AND RECOMMENDATIONS

regional level.

Ensure that regional natural resource management
(NRM) plans give due consideration to biodiversity
issues and are co-ordinated with local authority land
use plans.

Continue to develop and apply market-based
instruments to protect biodiversity values on private
land, as appropriate; ensure effective off-reserve
conservation.

Enhance the collection of taxonomic data and
collation of nationally coherent information.

Continue to protect the ecological integrity and
tourism potential of key natural assets such as the
Great Barrier Reef, by targeted measures (such as
exit assistance to economic actors placing undue
pressure on these resources).

Continue efforts towards the protection of vulnerable
marine habitats and sustainable management of
commercial fisheries on a regional and global level.

40% of nationally listed threatened species have recovery plans in place.
Implementation of recovery plans continues to be limited by a lack of co-ordination
with state/territory and local authorities and a lack of financing. The Threatened
Species Strategy, Australian Pest Animal Strategy and Australian Weeds Strategy
have made some progress on certain invasive species, but have not yet significantly
reduced the overall threat to biodiversity.

Consideration of biodiversity has improved in Commonwealth, state and territory
environmental assessment requirements for new large projects, infrastructure
assessments, regional plans and strategic assessments. However, progress is
constrained by the pace of population and economic growth; a lack of comprehensive
and consistent local data on ecosystems, species and pressures; and inadequate
consideration of the cumulative environmental effects of existing and new
development.

Conservation covenants with private landholders and biodiversity offset policies are
the main market-based tools used to protect biodiversity. Results vary across states
and territories depending on the programmes developed. New South Wales revised
its approach in 2017 to expand the use of offsets, provide additional financing and
improve co-ordination and oversight. The NLP and the Environmental Stewardship
Program led by the Australian government also provide support for private
landholders to maintain and improve the condition of areas deemed matters of
environmental significance under the EPBC Act.

Monitoring of the status and trends of ecosystems and species continues to be
patchy, time-limited and inadequate. Efforts to develop a national biodiversity
monitoring and reporting system have been abandoned and important initiatives
monitoring river health and wetlands have been discontinued. The Atlas of Living
Australia and the Bush Blitz programmes, however, are helping record sightings of
individual species.

The 2015 Reef 2050 Plan, released in March 2015 and updated in July 2018
following a midterm review, is a collaborative framework between the Australian and
Queensland governments to guide management of the Great Barrier Reef in the
short, medium and long term, developed in response to World Heritage Committee
recommendations on protecting and managing the reef. Overall funding commitments
for the initiative, from the Australian and Queensland governments and other
sources, amounted to AUD 1.28 billion in 2016. Nevertheless, the status of the reef
continues to deteriorate as a result of climate change and pressures from human
activity.

In 2012, 40 new marine parks were added in the north, northwest, southwest and
temperate east marine regions and the Coral Sea to build upon existing marine parks
in the southeast, the Great Barrier Reef and at Heard and McDonald Islands.
Conditions within the 22 fisheries managed solely and jointly by the Australian
Government have shown significant improvement since 2005, when the number of
stocks not overfished was 25 out of 83 assessed (30%). By 2018, 65 out of
95 assessed (68%) were not overfished or subject to overfishing. The situation in
coastal areas under state and territory jurisdiction is less certain, and localised
overfishing from commercial, recreational and illegal activities continues to be a
concern in some areas.

Chapter 5. Chemical management

Continue to develop the national pollutant inventory to
support analysis of trends, costs and benefits of air
pollution control, modelling of air pollution dynamics
and control strategies.

Develop information on agrochemicals use and
residues and more broadly on the environmental
impacts of agriculture.

The NPI, established in 1998 and slightly updated in 2007, may not achieve its
expected objectives anymore. The NEPC is conducting a legislative review of the
NPI. As part of the review, the NEPC is considering the extent to which it contributes,
and its potential to contribute, to achievement of the desired environmental
outcomes. The NEPC is also considering whether those outcomes remain
appropriate, as well as the scope for improving the performance of the NPI and
sustainable resourcing models for effective operation.

No specific action taken. The Australian Pesticides and Veterinary Medicines
Authority does not collect data on pesticide or veterinary medicine use. Any
necessary mitigation is included in the registered conditions and label instructions for
use of a given product to ensure any risks are appropriately managed. Improving
monitoring of diffuse sources of pollution may be considered an outcome of the
ongoing review of the NP!.

Source: Country submission and findings of 2019 EPR.

OECD ENVIRONMENTAL PERFORMANCE REVIEWS: AUSTRALIA 2019 © OECD 2019



From:
'“"" OECD Environmental Performance Reviews:
Australia 2019

Access the complete publication at:
https://doi.org/10.1787/9789264310452-en

@))0ECD

Please cite this chapter as:

OECD (2019), “Assessment and recommendations”, in OECD Environmental Performance Reviews:
Australia 2019, OECD Publishing, Paris.

DOI: https://doi.org/10.1787/9789264310452-6-en

This work is published under the responsibility of the Secretary-General of the OECD. The opinions expressed and arguments
employed herein do not necessarily reflect the official views of OECD member countries.

This document and any map included herein are without prejudice to the status of or sovereignty over any territory, to the
delimitation of international frontiers and boundaries and to the name of any territory, city or area.

You can copy, download or print OECD content for your own use, and you can include excerpts from OECD publications,
databases and multimedia products in your own documents, presentations, blogs, websites and teaching materials, provided
that suitable acknowledgment of OECD as source and copyright owner is given. All requests for public or commercial use and
translation rights should be submitted to rights@oecd.org. Requests for permission to photocopy portions of this material for
public or commercial use shall be addressed directly to the Copyright Clearance Center (CCC) at info@copyright.com or the
Centre frangais d’exploitation du droit de copie (CFC) at contact@cfcopies.com.

&) OECD


https://doi.org/10.1787/9789264310452-en
https://doi.org/10.1787/9789264310452-6-en

	Assessment and recommendations
	1. Environmental performance: trends and recent developments
	Transition to a low-carbon and energy-efficient economy
	Transition to efficient resource management
	Management of natural assets

	2. Environmental governance and management
	Institutional framework
	Regulatory framework
	Compliance assurance
	Environmental democracy

	3. Towards green growth
	Framework for sustainable development
	Greening the system of taxes, charges and prices
	Investing in the environment to promote green growth
	Promoting eco-innovation
	Addressing the socio-economic impact of the green growth transition
	Environment, trade and development

	4. Threatened species protection and sustainable use of biodiversity
	Biodiversity status and trends
	Strategic and institutional framework
	Mainstreaming biodiversity across sectors
	Protected areas
	Other policy instruments
	Financing biodiversity

	5. Chemical management
	Pressures on health and the environment from chemicals
	Regulatory framework
	Ongoing reforms
	Remaining challenges

	Notes
	References
	Annex 1.A. Actions taken to implement selected recommendations from the 2007 OECD environmental performance review of Australia





