COAG Principles for Jurisdictions to Review and Streamline their

Existing Climate Change Mitigation Measures

A set of principles (Figure 1) has been developed to guide assessment of
emission reduction measures and determine whether the measures
complement emissions trading.

Figure 1

Complementarity Principles

1.

Principles

Complementary measures should be assessed against the following principles.

The measures are targeted at a market failure that is not expected to be adequately
addressed by the Carbon Pollution Reduction Scheme or that impinges on its
effectiveness in driving emissions reductions.

- For example, research and development failures, common use infrastructure
issues, information failures and excess market power.

Complementary measures should adhere to the principles of efficiency, effectiveness,
equity and administrative simplicity and be kept under review. They may include:

a) measures targeted at a market failure in a sector that is not covered by the
Carbon Pollution Reduction Scheme.

b) measures for where the price signals provided by the Carbon Pollution Reduction
Scheme are insufficient to overcome other market failures that prevent the take-
up of otherwise cost-effective abatement measures.

Cc) measures targeted at sectors of the economy where price signals may not be as
significant a driver of decision making (e.g. land use and planning).

d) some measures in (a) or (b) may only need to be transitional depending on
expected changes in coverage or movements in the carbon price.

Complementary measures should be tightly targeted to the market failure identified in the
above criteria that are amenable to government intervention. Where the measures are
regulatory they should meet best-practice regulatory principles, including that the benefits
of any government intervention should outweigh the costs.

Complementary measures may also be targeted to manage the impacts of the Carbon
Pollution Reduction Scheme on particular sectors of the economy (for example to address
equity or regional development concerns). Where this is the case, in line with regulatory
best-practice, the non-abatement objective should be clearly identified and it should be
established that the measure is the best method of attaining the objective.

Where measures meet the above criteria, they should generally be implemented by the
level of government that is best able to deliver the measure. In determining this,
consideration should be given to which level of government has responsibility as defined
by the Constitution or convention/practice, the regulatory and compliance costs that will be
imposed on the community, and how the delivery of the measure is best coordinated or
managed across jurisdictions.
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