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CHECK AGAINST DELIVERY

Mr Chairman, Members of the EABC Corporate Council and Board. 

Thank you for the invitation to address today’s forum.

Today I wanted to touch on the global economic environment and its relationship with my two portfolio areas of climate change and defence. 

However, first I thought I would acknowledge the very close relationship Australia enjoys with Europe – and also my personal ties with Europe. 

(Outline family relationships)

On the economic front, a few simple facts illustrate the strong relationship between Europe and Australia: 

· Europe has been Australia's largest economic partner for over 20 years;

· Europe is Australia’s largest source of imports and third largest market for exports;

· Europe is our largest investor - and the second-largest destination for Australian investment overseas.

· Last year, our two-way trade was a staggering A$71 billion - 15 per cent of Australia’s global trade.  

So much for the tyranny of distance!

EABC members can take credit for this close relationship, as your investments power this relationship and contribute to our economy.  

And you know that clarity and regulatory certainty is the key to a strong trade and investment climate.

But we meet at a time when this clarity is challenged by global forces, notably the worst global financial and economic crisis we have faced since the Great Depression. 

The Global Economic Environment
It is now accepted that the global financial crisis arose when dangerous levels of risk were ignored in financial markets, leading to uncertainty, a damaging loss of confidence and economic decline across the globe.  

Recognising the threat, the Australian Government acted quickly and decisively to stabilise the market though such initiatives as our stimulus packages and bank guarantees.

Our fiscal response to the global recession – the Nation Building Economic Stimulus Plan - and the Budget are designed to put Australia firmly on the path to sustainable, long-term recovery and growth. 

Recently we had confirmed that the Government’s response to this crisis was working with Australia currently the only advanced economy still experiencing growth. 

The Rudd Government has also taken the attitude that despite the worst economic crisis we have faced in our lifetime we must also continue to prepare Australia for the future challenges it faces - whether they are in the area of climate change or national security. 

Today, I want to outline how we are putting forward policies in the area of climate change and defence that address these future challenges while also, importantly, are helping to promote a sound investment environment for our economy . 

Tackling Climate Change

At the last election the Australian people made it clear that that they wanted action on climate change.  
This was confirmed in a recent Nielson opinion poll reporting in that found that 65 per cent of those surveyed supported the Government’s action on climate change through our proposed carbon pollution reduction scheme. 

The Australian Government accepts the need for action.  We accept the consensus view of scientists that global warming is unequivocal and human activities are very likely responsible for most of the observed warming over the last fifty years. 

We know that the earlier we move, the lower the costs will be.  Sir Nicholas Stern, Professor Garnaut and the OECD have all confirmed this.

We are also beginning to get a sense of the scale of opportunities on offer in a low pollution economy.  Whether it is growing the “green sector” or “greening the brown sector”, national and international studies are showing the vast growth potential in clean and green jobs.

To drive the transformation of our economy to a low pollution future, we have introduced two significant pieces of legislation into the Parliament.  This will bring into effect the Carbon Pollution Reduction Scheme (CPRS) and the expanded Renewable Energy Target.   

Together these measures will price carbon and support investment in the low emissions technology and renewable energy jobs of the future.

The CPRS and the Renewable Energy Target together provide a clear, supportive policy framework, bringing regulatory certainty to the investment market.  Alongside this, Government support for skills and training, and our investments in innovation are designed to provide the right conditions to support workers, investors and entrepreneurs. 

Unfortunately, instead of passing this legislation during the winter sitting of Parliament, the debate was stalled after it was delayed by the Opposition.  

This was exactly what businesses did not want.  Businesses know a price on carbon is coming in the economy and they want certainty as soon as possible.

For example Katie Lahey, CEO of the Business Council of Australia, recently said, and I quote: 

“To drag on the debate whilst we have got this global financial crisis is just one more complexity that business has got to factor into its planning cycle, and for some businesses it could be the straw that breaks the camel's back.”

She is not alone in her view. Nathan Fabian, CEO of the Investor Group on Climate - representing investment with some $550 billion funds under management - called for regulatory certainty on climate policy.  Without this, he warned of serious disruption to investment decisions.  He said;

 “Investors know that long-term returns will best be protected by our transformation to a competitive low-carbon economy... A price on carbon, economy-wide targets for renewable energy and public investment in alternative energy sources are all needed to support the transition of our economy and our investments.”

I could not agree more.  

I have no doubt that we are moving towards a global carbon price and a global carbon market.  

Towards a Global Carbon Price 

Contrary to assertion from some Australia is not acting alone.  

In fact, almost all developed countries have announced preliminary targets for the post-2012 period.  And many countries are implementing, or considering, emissions trading schemes as a means to achieve those targets - including 27 EU countries, the US, Canada, New Zealand, South Korea and Japan.

To date, Europe has been in the vanguard with the EU Emissions Trading Scheme.  Now an established part of the European business environment, the EU-ETS has created a new market and is playing a key role in reducing Europe’s carbon pollution.

Australia has learned from Europe’s emissions trading experience.  With similar schemes being considered around the globe, we can begin to see the emergence of a global carbon trading mosaic.  

The successful passage of the Waxman-Markey Bill through the United States House of Representatives is another important step forward. 

Backed strongly by President Obama, the legislation, if passed by the Senate later in the year, will be a very significant step towards having a global carbon price and will offer huge opportunities for both Australian and European businesses.  

We want to capture these opportunities.  So the Government has designed the CPRS to meet the requirements of our own economy, and with the aim of working alongside others to create a genuine and robust global carbon price.

Currently, there is some debate, comparing the separate national proposals and the treatment of emissions-intensive, trade-exposed (EITE) industries in particular.  The truth is that the similarities in the schemes outweigh the differences.

The CPRS, the EU-ETS and Waxman-Markey all include targeted assistance for EITE industries, calibrated to carbon constraints in competitor countries.

And, contrary to some reporting, neither the US proposal, nor the EU scheme guarantees 100 per cent assistance to industries at risk of carbon leakage.  

In fact, the CPRS provides more certainty to industry than Waxman-Markey.  It sets out the level of assistance per unit of output – so assistance is provided for any increase in production.  And, unlike Waxman- Markey, there is no upper limit on the share of free permits being provided to EITE industries.

As with the CPRS, the EITE assistance programmes in the EU and US are designed to support businesses producing internationally traded goods which face the most significant exposure to the carbon price.  And importantly, these industries still have an incentive to reduce emissions.

The Government recognises the transitional costs for the Australian economy in adopting a price on carbon and the impact of the global recession. That is why we are committed to providing assistance to EITE industries to manage carbon leakage.  

Through a careful process of consultation and consideration, we believe we have set the right balance in the EITE assistance policy to support today’s jobs, provide clarity for investment decisions and smooth the economy’s transition to a low pollution future.

By phasing the introduction of the CPRS, giving an additional year of lead time for businesses to plan for the introductions of liabilities, introducing a one-year fixed price phase, and creating the five-year Global Recession Buffer for emissions-intensive, trade exposed industries, we will help Australian companies, like some of those present today, manage the impacts of the global recession.

The Defence Capability Plan 

Tackling climate change is a priority for the Rudd Government. 

Another key responsibility of any Government is to provide for our national security – which intersects my other portfolio responsibilities as the Minister for Defence Personnel, Materiel and Science. 

Just this week the Minister for Defence, John Faulkner and I released the Government’s Defence Capability Plan, or DCP 2009. 

The DCP provides a $60 billion account of major capital equipment proposals that are currently planned for Government consideration in the future. 

It is our roadmap for ensuring that we get the force structure that we have outlined in the White Paper. 

It is also our way of communicating with industry what is required of them to help us deliver on our commitments. 

Just as with our response to climate change, the Government’s concern in this area has been to prepare Australia for our future challenges while also promoting a sound investment environment to help us through the current economic circumstances. 

DCP 2009 contains information on over 110 projects including the future submarines, our new air combat capability, naval and army helicopters and the patrol boat, mine hunter coastal and hydrographic ship replacements – to name just a few. 

I imagine a few of the companies represented here today may have more than a small interest in some of these. 

As I announced in Adelaide on Wednesday I believe there are three core features associated with this year’s DCP. 

Firstly, the information provided under this plan on a project basis is greater than previously has been made available.

Secondly, a greater effort has been made to ensure the reliability of the information that has been provided. 


Thirdly, this year’s DCP contains a significant amount of work that needs to be undertaken and will signify a growth in our defence industry – we estimate that almost 5,000 jobs will be created over the next 4 years. 

It is these three features that I believe provide a sound document on which basis companies will be able to make investment decisions with a high degree of certainty. 

Combined with the Government’s recent announcement for guaranteed real growth in defence spending out to 2030, our support of skills and training in this sector and our recent announcement of priority industry capabilities – there really is no other sector looking better in the current economic circumstances. 

I would to acknowledge today as well the investment that is already taking place from European companies in our defence industry, and the important role that companies such as Thales and Australian Aerospace are now playing thanks to their relationship and support with the European parent companies. 


Conclusion

In conclusion, the Rudd Government will continue to address the challenges we now face due to the global economic crisis. 

At the same time we are not hesitating to continue to put forward positive policies that address the future challenges we face as a nation, including climate change and our national security. 

I am glad that many of the companies here today and your members, are playing a central role in addressing these challenges with us. 
I am happy to take any questions you may have. 
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