


BACKGROUND

The NSW Circular Taskforces bring together industry and research to help secure the social,
economic and environmental benefits of transitioning to a circular economy. Cross-sector
collaboration with industry, government, social enterprises, investors, and local communities will
drive innovation and the development of new products, services, businesses and skills. NSW
Circular has set out the value proposition for the state and its citizens (The circular economy
opportunity in NSW) and has begun producing regular updates on sectors and trends.

NSW Circular is commissioning four Rapid Reviews, setting out the evidence - state of play,
opportunities and next steps - on priority topics to advance the circular economy in New South
Wales.

INDUSTRY TASKFORCE

NSW Circular's Industry Taskforce was renamed in early 2021 from its original namesake title of
'Policy’, to better reflect the focus and needs of the membership. Regardless of this name change,
there is still a very clear reliance by industry on supportive policy to enable a successful transition
and adoption of a circular economy. This connection between industry and policy has thereby
informed the direction of this Challenge Statement, in supporting research into fiscal policy and
settings that will support and encourage industries’ transition to a circular economy.

RAPID REVIEW PROCESS

In 2021, an initial tranche of Rapid Reviews will focus on problem statements or challenges
identified by four of NSW Circular’s Taskforces: Precincts & Infrastructure; Finance &
Investment; Government; and Industry.

NSW Circular is dedicating $68K ($17K each) to four of its Taskforces to catalyse research that
will assist in the delivery of the Taskforce’s agreed Objectives. This research will be conducted
by four research teams selected based on research proposals submitted through an EOI
process.

Our Rapid Review calls for EOls from researchers and universities across NSW, in response to
Research Questions determined by each of the four Taskforces. These EQOIs will be reviewed
by a Research Assessment Panel (the Panel), to determine the most suitable candidate to
undertake the work.

The core Panel will consist of:
e Ms Jodie Bricout (Panel Chair, Member of the NSW Circular Board)
e Ms Lisa McLean (CEO, NSW Circular)
e Dr Donald Hector AM (nominee of The Royal Society of NSW)
e Dr Suzanne Pierce (Office of the NSW Chief Scientist & Engineer)
e Mr Christopher Lane (Sustainability and Government Relations Manager, The Woolworths
Group & Industry Taskforce Representative)


https://www.nswcircular.org/wp-content/uploads/2020/11/the-circular-economy-opportunity-in-NSW.pdf
https://www.nswcircular.org/data-room/

TIMEFRAME

The four Rapid Review Challenge Statements are being released gradually during August 2021,
and so each review will hold a unique project timeline, though with consistent time allowances
for each component of the project. The timeline for the Industry Rapid Review is as follows:

23 AUG 21 4 OCT 21 25 OCT 21 22 NOV 21 17 DEC 21 24 DEC 21 FEB 22

EOI EOI Successful Mid-Project Draft Final Rapid
Applications  Applications Applicants Update to the Report for Report Review
OPEN CLOSE Advised + Panel Comment Submission Report
Project Publication
Commencement

SELECTION CRITERIA

To be eligible for the Rapid Review Research Funding research teams must be connected to a
NSW university.

Proposals will be assessed on the following criteria:

1.Team Strength: Demonstrated knowledge and understanding of the problem/challenge to
be addressed

2.Approach: Proposed approach to undertaking the review

3.Experience: Quality and experience of the team in undertaking reviews of this type and
published works

4.Value: Time commitment and value for money

5.Collaboration: Weighting will be given to EOIs of equal merit which involve collaboration
between two or more universities.

DELIVERABLES

e A verbal presentation mid-project to confirm progress and report any findings of note

e A draft report in electronic format six weeks from project initiation

e A final report eight weeks from project initiation

e The Review Team must be available to present their research findings to the relevant NSW
Circular Taskforce

NOTE: Researchers will be encouraged to publish in international journals, conference
proceedings, or other media.



INDUSTRY CHALLENGE STATEMENT
CHALLENGE DESCRIPTION

Circular Fiscal/Taxation Policy
The promotion and sought outcomes of the transition from a linear to circular economy have yet
to have had significant influence on fiscal/taxation policy in Australia. Currently, the primary
instruments relied on are:
e alevy on end of pipe disposal at landfill, which is not consistently applied across States and
Territories
e direct grant funding, which is often sporadic.

This may result in perverse or unintended outcomes, and does not actively support the actors
along the value chain to adopt circular economy approaches. In many cases, it may even inhibit
the opportunities or implementation of circular practices.

Various enablers can be activated to support the holistic system-shift needed to achieve a truly
circular economy. These include fiscal/taxation policy, changed procurement methods,
regulation, new business models for delivery of services, products and infrastructure and more.

This research task offers the opportunity to explore the potential fiscal/taxation policies that
could promote and accelerate this transition in a more efficient and holistic way. Specifically,
evidence is required to both demonstrate how current practices disable a circular economy and,
importantly, to demonstrate how different fiscal measures could support and enhance circular
outcomes. There are many positive policy changes enacted overseas that are purposely
supporting circular economy outcomes that could be beneficial or appropriate to an Australian
context.

Current valuations often do not properly account for the true life cycle cost of a
material/product/resource, so when compared to a recovered or pre-loved equivalent, the cost
of the second-life material is often higher than virgin materials. Taxation could provide an
opportunity to balance this conundrum and provide greater opportunity for secondary materials
and products in procurement.

The circular economy promotes opportunities for new business models but these business
models face considerable challenges in Australia’s fiscal context.



ALIGNMENT & PRIORITY

This research would directly support the Industry Taskforce Objective No. 2:
Circular Fiscal/Taxation Policy.

The challenge is to develop a report including case studies on how future Australian (State and
Federal) fiscal and taxation policy could support circular economy in line with the R-Ladder of
Circular Strategies, including:
1.Literature review of international best practice tax/fiscal to support the circular economy.
2.ldentification of barriers in the current Australian tax/fiscal environment that are hindering
circular practices.
3.Gap analysis or mapping of opportunities to implement fiscal measures to promote circular
outcomes.
4.Scenario testing based on defined circular value chains (to be agreed) of current and
potential opportunity fiscal measures that could promote sustainable circular outcomes.

R-ladder of circularity strategies
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SOURCE. PBL Netherlands Environmental Assessment Agency,
Outline of the Circular Economy, 2019


https://www.pbl.nl/sites/default/files/downloads/pbl-2019-outline-of-the-circular-economy-3633.pdf

CURRENT KNOWLEDGE

Internationally, Sweden has a reduced GST on repair activities and the Austrian accounting matrix
provides a standardised framework at sector and household levels integrating material flows,
environmental protection expenditures and taxes together with economic data. Other EU
jurisdictions deploy a mix of economic incentives. These include exemptions from environmental
or natural resource taxes, landfill levies, product and packaging taxes, fees targeted at the
production and marketing of specific products and tax rebates for resource efficiency (see for
example Hirschnitz-Garbers et al, 2015). The EU recently announced importation tariffs on goods
with elevated carbon footprints.

Fiscal and tax measures to support the transition to a circular economy have been recognised in
various Australian reports and reviews. The COAG Response strategy for the phase-out of waste
streams (COAG, 2020) recognised the role of tax measures in supporting investment in plastics
management and the Productivity Commission is currently undertaking an inquiry into the Right
to Repair in Australia, with the final report due in October 2021. The CSIRO circular economy
roadmap (CSIRO, 2021) canvasses a range of options, including tax deductions for investments in
technology innovations, including projects scaling from pilot to commercial stages, tax offsets for
infrastructure investment and packaging taxes. Other reports reference taxes on virgin resources
and inclusion of externalities amongst other direct and indirect measures (e.g. KPMG Economics,
2020). Adjustment to or the impact of state-based levies and fees, particularly landfill levies and
hypothecation feature in reports and inquiries (e.g. Australian Senate, 2018; National Waste &
Recycling Industry Council, 2019; Australian Council of Recycling, 2020).

The New Zealand Tax Working Group (the Future of Tax, 2019) explicitly incorporated circular
economy in its considerations and findings. Subsequently, Barrett and Makale (2020 and 2019)
critiqued the review and proposed broader features of a tax system for the circular economy.
More recent work in Australia and globally has focused on the use of post-COVID economic
measures to focus on sustainable recovery. This includes the use of GST and payroll taxes (e.g.
Maxim and Zander, 2020).

This challenge seeks a review of current thinking and initiatives globally on the role of fiscal
policy to advance the circular economy and consideration of the appropriateness of various
measures to the Australian context. This will contribute to approaches by policymakers in all
Australian jurisdictions as well as businesses whose exports and supply chains are impacted by
international directions.


https://www.researchgate.net/publication/286842875_A_Framework_for_Member_States_to_Support_Business_in_Improving_its_Resource_Efficiency_-_An_Analysis_of_support_measures_applied_in_the_EU-28
https://www.abc.net.au/news/2021-03-11/australia-to-face-huge-tariffs-in-europe-over-climate-emissions/13233360
https://www.coag.gov.au/sites/default/files/communique/phasing-out-waste-exports-response-strategy.pdf
https://www.pc.gov.au/inquiries/current/repair/draft/repair-draft.pdf
https://www.csiro.au/en/research/natural-environment/Circular-Economy
https://assets.kpmg/content/dam/kpmg/au/pdf/2020/potential-economic-pay-off-circular-economy-australia-2020.pdf
https://parlinfo.aph.gov.au/parlInfo/download/publications/tabledpapers/fdd18e5c-41b5-44e0-a5b7-9dcf7705b9a7/upload_pdf/environment%20and%20communications%20-%20waste%20and%20recycling%20industry%20in%20australia%20report.pdf;fileType=application%2Fpdf#search=%22publications/tabledpapers/fdd18e5c-41b5-44e0-a5b7-9dcf7705b9a7%22
https://www.nwric.com.au/wp-content/uploads/2019/10/NWRIC-White-Paper-Review-of-Waste-levies-9Oct19.pdf
http://www.acor.org.au/uploads/2/1/5/4/21549240/acor_discussion_paper_final_ver30.0__1_.pdf
https://taxworkinggroup.govt.nz/resources/future-tax-final-report
https://www.austaxpolicy.com/the-tax-working-group-and-the-circular-economy-context-and-challenges/
https://www.jausttax.com.au/Articles_Free/JAT%20Volume%2021%20Issue%202%20Artcile%203%20-%20Barrett%20and%20Makale.pdf
https://www.mdpi.com/2071-1050/12/16/6514

IMPACT

The desired outcomes of this work will:

1.Demonstrate what is economically viable with and without changes to the taxation system.

2.ldentify current loopholes in State and Federal Australian fiscal policy/taxation that may
result in perverse or unintended consequences.

3.Provide evidence-based case studies of what can be adopted to an Australian context, where
there are clear barriers in our system which would require substantive intervention.

4.Provide context on how new circular business models can perform in an Australian fiscal
environment.

5.Articulate the disparities of key actors and agencies delivering services to the 2nd life market
and provide recommendations of measures that could level the playing field for these groups,
through the scenario testing.

NSW
Circular



