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THE carbon tax will have a vastly bigger impact on productivity, wages and the cost of living than 
"highly optimistic" Treasury calculations indicate, claims the Minerals Council of Australia. 

The council will today release modelling it commissioned from the Centre for International 
Economics, which predicts that under the carbon tax gross domestic product will fall by $180 
billion between next year and 2020 from a "business as usual" scenario - with no carbon tax - as 
opposed to Treasury's estimated $32bn drop.

Ahead of Tuesday's Senate vote on the legislation, the centre says real wages will be 1.9 per cent 
down on the business-as-usual scenario by 2020 rather than about 1 per cent lower, as suggested in 
the Treasury modelling.
 
The centre says Treasury's calculations were based on a key assumption that there would be a 
comprehensive global emissions trading scheme by 2016.

But the centre says its own study is the first to assume global action on climate change is likely to 
be patchy and fragmented.
 
The centre's modelling predicts average household earnings will fall by $11,360 by 2020, more than 
double the $5110 drop predicted by the government.
 
The council says electricity prices will rise by nearly 30 per cent by 2020, compared with Treasury's 
initial estimate of about 10 per cent.
 
The centre predicts that productivity or output per worker will fall by 1.9 per cent compared with 
the business-as-usual scenario, rather than the 0.4 per cent in Treasury's analysis. The council says 
the Treasury modelling also assumes that a world price on carbon will emerge by 2016 and that 
major developing nations will produce more emissions cuts than necessary in order to sell 
abatement to developed countries.
 
Minerals Council chief executive Mitch Hooke said last night all the key outcomes of the 
government modelling on the impact of the carbon tax were turned on their head when fresh 
modelling assumed that global action would be patchy and difficult, rather than universal, from 
2016.
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"This new work shows the costs of the carbon tax in the real world, not in some rose-coloured 
version that understates the costs to Australian industry, households and our long-term growth 
prospects," Mr Hook said.
 
"The government's modelling rests on the heroic assumption that there will be a global carbon price 
and international emissions trading in place by 2016.
 
"No one except the Australian government believes this is likely to happen any time soon," Mr 
Hooke said.

He said just last week, Canadian Foreign Affairs Minister John Baird had described carbon trading 
as a giant "pyramid marketing scheme".

On October 24, the US congress voted against participating in Europe's trading scheme and on 
October 20 the Japanese government dismissed calls for a new global climate deal by 2015.

Mr Hook said rather than passing the carbon tax legislation through the Senate tomorrow, the 
government should set it aside so that its design could be more appropriately aligned with 
international developments.

A spokesman for Climate Minister Greg Combet said the government had confidence in Treasury's 
modelling, which showed Australia's economy would continue to grow strongly with carbon pricing 
in place.

"The latest negative predictions by the Minerals Council have to be seen for what they are -- claims 
from a vested interest group which is spending millions on an advertising and PR campaign against 
the government's policies for tackling climate change."

The spokesman said that the Minerals Council's assumptions about the extent of international action 
to reduce carbon pollution were "out of kilter with reality".

The reality was that 90 countries, representing more than 80 per cent of global emissions and more 
than 90 per cent of the global economy, had made pledges to tackle climate change, the spokesman 
said.

The EU has had an emissions trading scheme for six years and will be expanding its scheme from 
2013.

Australia's top five trading partners -- China, Japan, the US, South Korea and India -- have 
implemented or are piloting carbon trading or pricing schemes at national, state or city level.

By 2013, China planned to pilot emissions trading in major provinces and cities with a combined 
gross domestic product larger than Australia's.

California, the world's eighth-largest economy, has adopted a cap-and-trade emissions trading 
scheme that will start next year


