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ACCELERATING THE SHIFT TOWARDS A NET ZERO FUTURE - INDUSTRY AND
GOVERNMENT WORKING ACROSS SUPPLY CHAINS

There’s no question that to achieve the kinds of complex economy-wide transition required,
business and industry will need to work more collaboratively together to solve the challenges
that one business or sector cannot solve alone.

An initiative such as the Materials and Embodied Carbon Leaders’ Alliance (MECLA) is
unique in the building and construction industry as it aims to do work across the supply
chain and within a pre-competitive model.

There are a few areas of intervention that we believe can assist the NSW government to
deliver on its ambitious goals and seek further ambition in the harder to decarbonise or late
to decarbonise sectors. Ideally, an initiative such as MECLA could be more usefully
embedded within an institutional framework to support combined efforts across industry
supply chains towards decarbonisation.

Background

MECLA takes a systems-wide approach to decarbonising the building and construction
industry with a focus on embodied carbon. MECLA engages all parts of the supply chain
ecosystem and now has +190 organisations across the industry. We help drive a market
transition across industry and government by:

1. Demonstrating the demand and activating the supply of materials which meet the
needs of net zero carbon goals.

2. Defining a best practice embodied carbon evaluation framework.

3. Knowledge sharing through best practice education, case studies, myth-busting,
demonstrations, and supporting innovation in materials and processes as part of a
precompetitive approach.



4. Developingcommon language for design specifications, procurement guidelines and
tendering criteria as standard practice for government agencies and companies.

5. Helping to manage industry’s climate transition risks, risks associated with adopting
innovative materials and the required skills development while supporting materials
such as steel, cement and concrete, and aluminium to reduce their carbon intensity
and giving visibility to other low carbon and innovative materials.

MECLA operates in a pre-competitive environment with a governance framework and adopts
the spirit of a ‘do-tank’. MECLA has 10 working groups and 10 sub-groups focussed on
addressing challenges and knowledge sharing around increasing demand for low carbon
products, as well as building materials supply chains such as steel, concrete, aluminium,
engineered timber, and other materials and components. We focus on all building and
infrastructure types.

MECLA convenes a vast spread of stakeholders across the entire supply & value chain
across construction. MECLA has the unique ability to bring together these stakeholders to
map and better understand the complex system dynamics among the various groups and
how they influence one another.

Future Direction

MECLA has played a unique role in uniting stakeholders across the construction and
buildings value chain to collaborate on decarbonisation. We’ve successfully influenced
leadership and early adopters within industry and government and are now shifting our
focus to engage the early majority.

The early majority refers to a group within the market adoption curve who are more
cautious and pragmatic than early adopters. Unlike early adopters—who are motivated by
ambition, innovation, and leadership—the early majority prefers solutions that are proven,
low-risk, and scalable. They typically wait until a new approach has demonstrated success
before committing. To effectively reach this segment, MECLA must evolve its strategies.
What resonated with early adopters may not be sufficient to drive widespread uptake. For
the early majority, we need to prioritise:

e Practicalimplementation tools

e Strong business case development

e Procurement alignment

e Accessible training packages

e Clear, actionable guidance that supports consistent adoption across projects



This strategic shift will help bridge the gap between innovation and mainstream adoption,
ensuring MECLA’s impact continues to grow. Ongoing investment by the NSW government
into MECLA will help the ‘early majority’ businesses who need more assistance and
capability support.

Some additional thoughts on the specific questions within the consultation document.
The focus of this submission is on the industry section, waste, as well as the built
environment section.

Q13: What policies or programs at a sectoral level could complement the Safeguard
Mechanism to support the accelerated decarbonisation of heavy industry in NSW?

Carbon Contracts for Difference: To unlock industrial abatement at scale, Australia
needs an instrument that provides long-term price certainty for carbon abatement
while complementing the Safeguard Mechanism. A Carbon Contract for Difference
(CCfD) can serve this purpose. A CCfD is a financial contract where the government
guarantees a minimum price (strike price) for carbon credits generated through
industrial abatement. It would:

o Underwrite the value of Safeguard Mechanism Credits (SMCs) over a defined
period (e.g., 7-10 years), enabling firms to forecast revenue.

o Function as a top-up mechanism: if the market price of SMCs falls below the
strike price, the government pays the difference; if the price rises above it, the firm
repays the difference.

o Enable projects to raise debt and equity finance with improved certainty.
o Embed ambition - higher market prices reduce the need for government support.

o Optionally include a credit purchase clause to build the government’s carbon
credit register.

Similar mechanisms have been successfully deployed in the EU (e.g., Germany’s CCfD for
green steel and chemicals) and mirrors the logic of past Australian mechanisms like Feed-In
Tariffs that drove renewable energy investments and long-term contracting via ARENA.

In the UK, CCfDs have been used for over a decade to support renewable energy deployment
by guaranteeing a fixed electricity price over 15-year periods. Decreasing price risk reduces
the cost of capital and crowds in private sector finance. More recently, in October 2024,
Germany awarded 15 CCfDs to emission intensive facilities operating under the EU ETS.



These contracts provide a guaranteed carbon price alighed with the EU ETS, removing
downside risk of low carbon investments created from carbon price volatility. This illustrates
the growing credibility of CCfDs as a decarbonisation instrument for hard-to-abate sectors.

Given the lack of progress in abatement for the hard-to-decarbonise industry sector, this
seems to be a logical policy tool. Perhaps NSW could test this policy approach at the state-
wide level as a first step towards an eventual national roll out. It would require development of
the details including design options, implementation roadmap, and policy rationale. The
attached brief was prepared by Pollination, Climate Energy Finance and WWF-Australia to
advocate for such a market mechanism.

Public Sector Leadership: government procurement is a key lever for driving investment into
lower carbon products and materials. Procurement signals that prioritise low carbon and
circular materials will stimulate market demand, thereby encouraging businesses to innovate
and develop lower carbon products and services. This should drive down the overall costs and
increase availability. Governments can also set standards and expectations requiring
suppliers to meet specific criteria.

A key element of success is through capacity building and training across officials involved in
procurement cycles. Collaboration partnerships are also helpful and will be instrumental in
ensuring early wins across industry value chains. MECLA has had success in accelerating the
uptake of low carbon construction materials by creating the momentum amongst early
adopters in public and private sectors. However, this is a different story for the early majority.
Unlike early adopters—who are motivated by ambition, innovation, and leadership—the early
majority prefers solutions that are proven, low-risk, and scalable. They typically wait until a
new approach has demonstrated success before committing. This requires a different tailored
approach to achieving change. More encouragement and training with incentives for
improvements will be the key to success.

Q15: What short to medium term measures could be prioritised to address the systemic
challenges regarding waste generation and resource recovery?

NSW EPA is looking to introduce a Protection of the Environment Policy (PEP) on Sustainable
Construction. The intention of this PEP is to require NSW government agencies to consider
and report on the upfront carbon impacts of public infrastructure projects, and preference
the use of recycled materials on an ‘if not, why not’ basis, and to report on the use of recycled
materials in public infrastructure projects at multiple stages of the project lifecycle.



The PEP’s intended outcomes is to minimise and better manage of upfront carbon
associated with the delivery of public infrastructure projects; increase circular economy
innovation and demand for recycled materials, support markets for recycled materials;
create consistent and transparent reporting system for upfront carbon and the use of
recycled materials in public infrastructure projects in NSW; collect and use information on
upfront carbon emissions to track progress towards net zero in the infrastructure sector and
inform further policy development to minimise emissions and collect and use the data on
recycled materials to develop robust environmental policies and strategies that support the
government’s circular economy objectives.

However, there are several barriers, and it is these barriers that MECLA members have
shared verbally in the MECLA Working Group. These barriers will limit the ability for the EPA
and agencies to achieve their stated policy aims. We believe a MECLA Nutcracker (see
attached) can address some of these systems wide issues. MECLA Nutcracker events are
network-led, facilitated workshops dedicated to identifying and developing a pathway to
resolving challenges across the supply chain of the construction industry’s embodied
carbon decarbonisation journey. Nutcrackers work across industry sectors to ‘solve
difficult problems that are hard to crack’ by inviting people from across the industry into a
collaborative space to address a specific challenge that has been difficult to resolve. The
purpose of these workshops is to design a pathway for resolution through bringing together
the supply chain to develop strategic interventions.

A MECLA Nutcracker event will provide an opportunity to identify key barriers and provide a
space for some practical recommendations going forward. These events aim at bringing
industry and government representatives across the value chain together to collectively
solve these major challenges. Specific topics that could be addressed in a Nutcracker event
could include one of the following:

1. There are limitations on the reuse of building materials back into the supply chain -
timber, bricks, masonry, asphalt, glass, etc. In some cases, this can be because of
the processing and chemical components of these materials that make it difficult to
put back into manufacturing. What are the key issues and how can they be
overcome?

2. Experiencesin NSW are not conducive to innovation as there are significant penalties
for breaches of licensing requirements. Are there opportunities for trialing reuse of
materials in a sandbox over a e.g. 24 hour period that would allow for adequate
experimentation and testing? What guarantees and protections would need to occur
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to ensure public protection is adequate? What examples from other jurisdictions
could be useful here? Who carries the risk burden and how can this be better shared?
What opportunities could there be for licensing exceptions?

If you wish to discuss any of the above, please reach out to:
Monica Richter

Project Director, MECLA
mrichter@wwf.org.au



Carbon Contract for
Difference to support
abatement under the
Safeguard Mechanism

Can achieve an ambitious NDC

A Carbon Contract for Difference (CCfD) increases
private sector funding for low carbon technologies
by underwriting price risk in carbon markets or low
carbon product markets. Pollination, in collaboration
with WWEF-Australia and Climate Energy Finance
is proposing the design of a CCfD tailored to
Australia’s Safeguard Mechanism. A CCfD could
unlock private capital for abatement by underwriting
the future value of Safeguard Mechanism Credits
(SMCs) and depending on design, provide a
government reserve of SGM credits that could be
used by the government for future cost containment.
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POLICY BRIEF
—

e Enable projects to raise debt and equity
finance with improved certainty.

e Embed ambition - higher market prices
reduce the need for government support.

e Optionally include a credit purchase clause
to build the government’s CCR.

Similar mechanisms have been successfully
deployed in the EU (e.g., Germany’'s CCfD for
green steel and chemicals) and mirrors the
logic of past Australian mechanisms like Feed
in tariffs that drove renewable energy
investments and long-term contracting via
ARENA. In the UK, CfDs have been used for
over a decade to support renewable energy
deployment by guaranteeing a fixed electricity
price over 15-year periods. Decreasing price risk
reduces the cost of capital and crowds in
private sector finance. More recently, in
October 2024, Germany awarded 15 CCfDs to
emission intensive facilities operating under the
EU ETS. These contracts provide a guaranteed
carbon price aligned with the EU ETS,
removing downside risk of low carbon
investments created from carbon price
volatility. This illustrates the growing credibility
of CCfDs as a decarbonisation instrument for
hard-to-abate sectors.

Australia’s own Capacity Investment Scheme
(CIS) demonstrates the potential for CfD-like
structures to accelerate clean energy
deployment. Under the CIS, the
Commonwealth underwrites minimum revenue
for renewable energy projects competing in

For further information, please contact:

William Acworth

Executive Director

willigm.acworth@pollingtiongroup.com

electricity markets against fossil fuel-based
generation. The CIS has proven successful, with
multiple auctions securing gigawatts of new
renewable capacity, while reducing investment
risk and catalysing private capital flows into
the sector.

Similarly, a well-designed industrial CCfD
would offer price certainty for the marginal
abatement value of capital-intensive
decarbonisation projects, enabling industrial
facilities to compete in carbon-intensive
commodity markets. In addition to
incentivising low carbon investments through
price stability for carbon reduction projects, a
carbon contract for difference (CCfD) can
significantly support the government's
productivity and economic reform agenda by
enhancing business competitiveness thereby
attracting foreign investment aimed at cleaner
technologies, generating revenue for public
services, and supporting the innovation and
technological advances needed for a more
productive and prosperous economy.

A fit-for-purpose CCfD for the Safeguard
Mechanism would need to be designed
collaboratively with industry, government, and
financiers to ensure that it is practical,
investable, and aligned with Australia's
emissions and growth goals.

As such, we are seeking support to develop a
detailed proposal for an Australian CCfD
mechanism, including design options,
implementation roadmap, and policy rationale.

Monica Richter

Senior Manager, Low Carbon Futures

MRichter@wwf.org.au









