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Webinar question

• How to incentivize livestock farmers, particularly dairy farmers, to 
adopt more environmentally sustainable farming practices using 

economic instruments?

• Economic instruments are important, but cannot stand alone

• Focus on GHG emissions (dairy cattle account for 50% of total cattle 
emissions and 25% of total agricultural emissions, GWP100 basis), 
recognizing that nitrogen run-off, biodiversity loss and ammonia 
emissions are also important

• Focus on ‘pull’ instruments, particularly CAP subsidies, processor 
incentives and carbon farming credits, although I believe these are 
most effective when combined with ‘push’ interventions



Definition of carbon farming

• ‘Carbon farming’ means any practice or process, carried out over an 
activity period of at least five years, related to terrestrial or coastal 
management and resulting in capture and temporary storage of 
atmospheric and biogenic carbon into biogenic carbon pools or the 
reduction of soil emissions (CRCF Regulation)
• Afforestation, reforestation and sustainable forest management
• Increasing carbon in mineral croplands
• Increasing carbon stocks in pasture systems
• Reducing emissions from organic soils
• Increasing carbon in above-ground biomass
• Reducing soil emissions from nitrous oxide
• Increasing carbon in aquatic farming systems

• Reducing emissions from livestock farming (enteric fermentation and manure 
management

• Reducing methane emissions from rice cultivation



Conditionality 
attached to direct 

and area-based 
payments

Eco-schemes in Pillar 1

Agri-environment-
climate measures 
(AECMs) in Pillar 2

GAEC standards
* GAEC 1 Maintenance of permanent pasture
* GAEC 2 Protection of wetland and peatland
* GAEC 3 Ban on burning arable stubble
* GAEC 5 Minimum tillage management
* GAEC 6 Minimum soil cover
* GAEC 7 Crop rotation in arable land
* GAEC 8 Minimum share of non-productive features
* GAEC 9 Ban on converting or ploughing environmentally-
sensitive permenent grasslnd in Natura 2000 sites 
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Multi-annual contractual commitments 
requiring farmers to follow prescribed 
practices
e.g. cover cropping, reduced tillage, 
agro-forestry, organic farming

Annual schemes that pay farmers to 
adopt environment- or climate-friendly 
practices
e.g. soil cover, crop diversification, 
green cover on permanent crops, catch 
crops, seeded flower areas

CAP support for carbon farming
Green architecture

Farm
 ad

viso
ry service



Contribution of CAP to carbon removals

• Ex post evaluation CAP 2014-2020
• Based on multiplying uptake of a CAP measure by an estimated emission factor

• Estimated removals in 2016 of 20.2 Mt CO2e, equivalent to 5.5 Mt C, primarily 
resulting from ban on ploughing in environmentally-sensitive grasslands in Natura 
2000 areas (Alliance Environnment 2018)

• Assessed equivalent to two-thirds of reduction in LULUCF emissions from cropland 
and grassland between 1990 and 2016 (using current data, more like two-fifths)

• Great uncertainty around the estimate which is likely hugely inflated

• CAP Strategic Plans 2023-2027 mitigation potential
• 35% of EU’s farmland benefits from land-based voluntary actions for both carbon 

sequestration and reduction of N2O emissions in 2023-2027 CSPs

• Estimated 22 Mt CO2 (6 Mt C) enhanced carbon sequestration mainly from croplands 
in 18 national CSPs (DG AGRI/EU CAP Network 2024) 

• Not possible to assess additionality relative to previous programming period

https://op.europa.eu/en/publication-detail/-/publication/29eee93e-9ed0-11e9-9d01-01aa75ed71a1
https://agriculture.ec.europa.eu/media/news/estimating-climate-change-mitigation-potential-cap-strategic-plans-2024-11-22_en


Key targets - climate adaptation and mitigation 
(beyond conditionality), EU-27

Source:  E. Petel, DG AGRI, used with thanks



Processor incentives

• Most large dairy companies have made commitments to reduce 
carbon footprint of milk
• Valio (Finland) has committed to net zero carbon footprint by 2035
• Arla net zero by 2050 

• Science-Based Target initiative (SBTi) approves, accredits and verifies

• Dairy companies are often farmer-owned coops, which gives a huge 
headstart on issues such as trust in data sharing

• Popular economic instrument is differential pricing based on a 
sustainability premium – usually 1c to 4c per litre of milk

• Issues include MRV, the absence of a market premium, bias against 
smaller producers, accusations of greenwashing (e.g. see series of 
reports by Changing Markets Foundation)



Private sector support for carbon farming

• Carbon farming proposed in the Green Deal as a way to attract private 
finance to support transition to more sustainable farming practices

• Recognition that the voluntary carbon market was plagued by concerns 
over credibility and integrity

• Certification Framework for Carbon Removals (CFCR) Regulation put 
forward to address this issue
• Intended to define quality criteria for carbon removal activities to 

ensure only high-quality removals are certified. 
• Methodologies are being defined by an Expert Group for each removal 

practice which will serve as the basis for certification
• Results-based payment (compared to CAP practice-based payments)
• Certified CF removals should contribute to a range of sustainability 

objectives
 



Will carbon markets work for dairy farms?

• Will there be private sector demand for temporary carbon 
storage?
• Potentially, if there are regulatory requirements
• Demand for insetting credits to offset food company Scope 3 emissions, 

also because of co-benefits for supply chain resilience

• Will there be interest by dairy farmers to supply carbon credits?
• Limited return on investment, depending on the price paid for carbon 

credits
• High transactions costs including MRV costs
• Stringent permanence requirements

• Questions around potential double funding with CAP subsidies
• But can public money be used in a smart way to leverage an expanded 

market?



The Bovaer case in Denmark

• An example of combining subsidy with regulatory action

• All conventional dairy cows in Denmark are required to emit 8% less 
methane from 2025

• Danish conventional milk producers from 2025 with more than 50 
cows are required either to use Bovaer in feed for a minimum of 80 
days or fat- enhanced feed all year round

• A subsidy covers 85% of the cost of feed additives

• Conventional dairy farmers can seek this subsidy to use Bovaer all year

• In practice, 99% of Danish dairy farmers have opted to use Bovaer, 
despite some pushback from some farmers and consumer groups 
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