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NZ Emissions

* NZ emissions: 76.4 Mt
CO2-e, 2.2% decrease
from 2002

* 53.2% from agriculture
* 25.7% from dairy cattle

* Split gas approach

* Pricing scheme for
agriculture

* Scope 3 emissions
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What research
says
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Table 4. Macroeconomic impacts of alternative policy scenarios in 2030.

Forest C sequestration Forest C sequestration
not accounted for accounted for

NZ ETS not linked NZ ETS linked NZ ETS not linked NZ ETS linked

to EU to EU to EU to EU
GDP Impact (% Change relatj line)
Agriculture priced —4.94 —5.01 —0.96 —0.96
Agriculture not priced —7.12 —5.41 —0.58 —0.58
Social welfare impact — Hicksian equivalent variation (% change relative to baseline)
Agriculture priced 2.83 2.83 0.75 0.75
Agriculture not priced —2.85 —6.81 0.70 0.70

* Benefits of forest carbon sequestration outweigh those of pricing agricultural
emissions and linking the NZ ETS and EU ETS

Fernandez, M.A. and Daigneault, A.J., 2018. Money does grow on trees: Impacts of the Paris Agreement on the New Zealand economy. Climate
Change Economics, 9(03), p.1850005.



Table 2. Impacts of output of alternative policy scenarios in 2030 (% change with respect to baseline).

No FCS FCS
No linking EU linking No linking EU linking

Agriculture priced

Cattle -31.8 —32.7 -11.1 -11.1
Raw milk —-264 —26.6 -10.0 -10.0
Agriculture not priced

Cattle -3.1 3.1 —0.01 —0.1
Raw milk =23 3.8 0.2 0.1

* Negative impacts occur if sequestration is not accounted, the ETS remains unlinked
and agriculture is priced.

Fernandez, M.A. and Daigneault, A., 2016. The Paris Agreement and its impact on cattle and food sectors of New Zealand. New Zealand Journal of
Agricultural Research, 59(4), pp.436-443.



What is the policy spectrum?

» Afforestation: carbon
sequestration, reduced

sedimentation and nutrient loss.

* Policies that only target a
specific practice or pollutant fail
to provide ample spillovers
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Fernandez, M.A. and Daigneault, A.J., 2020. A double win: new pathways to reduce greenhouse gas emissions and improve water quality in New

Zealand. Environmental Research Letters, 15(7), p.074004.



Economic and Environmental impacts of emissions pricing in 2030

CHs4 LLG Gross
price Price Sheep & levy
($/kg ($/t Dairy beef revenue
CHa) CO:z-e) CHa4 N:0 Milk Meat Profit profit ($m)
Base -29% -1.2% -8.5% 27.0% $0.0
PL-ETS $0.35 $13.80 -08% -0.5% -18% -0.1% -5.5% -17.5% $443.8
FLL. $0.05 $13.80 -0.1% -0.7% -0.3% 0.0% -1.4% 7.1% $128.1
$0.35 $13.80 -0.7% -1.0% -1.2% -0.1% -5.7% -6.1% $455.8
$0.11 $41.40 -0.5% -29% -09% -0.1% -3.6% -0.1% $331.5
$0.35 $41.40 -0.9% -3.2% -1.6% -0.2% -7.1% -10.7% $595.0
PH $0.05 $13.80 -1.4% -0.7% 0.0% 7.1% $142.3
(2.5x%) $0.35 $13.80 -3.2% -1.6% -5.6% 0.0% -4.6% -5.4% $444.1
$0.11 $41.40 -1.7% -6.4% -3.7% 0.0% -1.4% 0.5% $375.4
$0.35 $41.40 -4.1% -59% -7.6% 0.0% -1.6% -9.6% $610.5

He Waka Eke Noa partnership: free allocation, processor level and incentives for
technology adoption

Denne, T. 2022. Pricing agricultural GHG emissions: impacts on dairy, sheep & beef and horticulture industries



What history
and context

say




* Fairness issue: domestically and
ithernationally

* Point of obligation

* NZ agriculture does not receive any
subsidies

* No alternative to switch toward
(deintensification)
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TFPl components

TFPI
1.05 Technical progress index
]
\ / -
Production environment index
0,95 . . . .. .
* Technologies not translating into productivity gains
* Environment persistently challenging
0,9

2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22



* No emissions pricing before 2030

* Market-driven initiative: co-op
payment

* Mitigation technologies in the
horizon: hurdles on adoption and
market acceptability

e More research
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