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AIM of the talk

1. Give an overview of the history of the current climate
policy reform of agriculture in Denmark.

2. The CO2 tax as part of a policy mix

3. Explore the impacts of the reform on GHG emissions,
the environment and biodiversity




Policy context:

The 2020 Danish Climate Law introduced binding targets for
Danish emissions of 70% relative to 1990.

Further, the law stipulates that new targets should be set
every 5 years to achieve climate neutrality in 2050.
Guiding principles:
Denmark should be a first-mover
Cost effectiveness of the regulation
Ensure national reductions aiming to also reduce global emissions
Green transition should maintain “social balance”

To innovate industry (including agriculture) not close down .




Timeline:

2020
2021
2021

2022

2022

2022
2024

2024

Climate Law
Political agreement on reductions of 55-65% in agricuture

Group of experts commissioned to advice the Governement on
a potential Green Tax reform to achieve the climate targets

Part I: Report on alternative reforms of energy taxes and
taxation of CO2 emissions from industry

Uptake of the recommendation by the Parliament - introducing
a tax of approx 100 €/tonne

Election — and new job-description for the Expert group

Part II: Report on alternatives for regulation
(taxes/subsidies/manatory restrictions) of agricultural
emissions (CO2e - i.e CH4, N20O, and CO2 from soils and
biomass).

Tripartite-agreement agreement on cuts to agricultural
emissions and restoration of nature (including a CO,e-tax)
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PRICING CO2e

Alternative models - key figures

COZ2e national 3,2 (ca. 6,0) 2,6 -28(ca.5,5 24-2,6(ca.b)
reductions 2030 mio. tonne CO2e mio. tonne CO2e mio. tonne CO2e
(2045) per year

Social costs 20 €/tonne of 34-44 €/tonne of 64-77 €/tonne of
CO2e CO2e CO2e

Environmental & 119 mio. € / year 99 mio. € / year 87 mio. € / year
human health
benefits

*|jvestock emissioms

https://skm.dk/media/thgh1b4r/green-tax-reform-final-report.pdf




Tripartite agreement adjustments

Model 3 (with delays & transfers to agriculture)

______ [Model3 | Political agreement

Prices (tax) Fertilisation Livestock:
50 €/tonnes (2030) 17 €/tonne in 2030
Livestock 40 €/tonne in 2035

17 €/tonnes (2030) Subsidy to reduce

fertilisation

CO2e national reductions 2,4 - 2,6 (ca. 5) 1,8 - 2,6 mio. tonne

2030 (2045) per year mio. tonne CO2e CO2e

Land conversion 59.300 ha Organic soils 140.000

(2030) ha (2030)

Afforestation 250.000
ha (2045)

Environmental & human 87 mio. € / year ?

health benefits

Shadow price 64-77 €/tonne of CO2e ?

Additional land-fund 5370 mio. €




partite agreement drivers

CO2, tax on GHG emissions only a very limited part of
the tripartite policy agreement

Synergies Climate, Water & Biodiversity policy initiatives

...and large gaps to reach Water
Framework Directive targets

Created the policy need for the
reform




Tripartite agreement scenario analysis
Synergies Climate, Water & Biodiversity policy initiatives

" Scenario

targets 6.5 12.955 623.228
Climate 9.466 30.187 110
Climate &
water quality 6,5 15.831 100.214 1.137 176
Biodiversity &
water quality 6,5 17.087 623.278 2.761 409

Climate Council (2024) “"Danmarks fremtidige arealanvendelse” 2024

Termansen, M, Filippelli, R, Hasler, B, Levin, G, Lundhede, T & Gyldenkaerne, S 2024, Scenarier for Klimarddets rapport:
Dokumentationsnotat. IFRO Dokumentation, nr. 2024/02, Institut for Fgdevare- og Ressourcegkonomi, Kgbenhavns Universitet




vartite agreement — hampering

m Intended outcome Potential harm

CAP Ecoscheme
instrument

Ease of
slaughterhouse
levies

Subsidy for
slaughtering in
Denmark

Large subsidies
to promote
biological carbon
utilisation

Subsidising feed
additives

Compensate farmers well
for promotion of “light”
biodiversity objectives

Reduce economic impact
of the CO2 tax on the
agricultural sector

Animal well-being - avoid
long transport to
slaughterhouses abroad

Substitution away from
fossil based carbon

Reduce CH4 emission
from cows

Payments beat land
retirement schemes and
make reform more costly
for tax-payers

Maintain animal intensity
of Danish farming (NH3
emissions,
eutrophication)

_//_

Mine carbon pools in
ecosystems - with
adverse biodiversity
Impacts

Maintain animal intensity
farming, reduce grazing,
reduce animal welfare




Take home message

COZ2e tax on agricultural emissions is feasible,

but the reform as part of a policy mix (including
transfers of tax-revenues and additional fund) has
been instrumental for the political acceptance.

In Denmark - land is a critical resource to meet
multiple objectives - food, biomass, water,
climate, biodiversity, VE, nature recreation etc.
Many pressing objectives far from being met -
has given the necessary pressure.

The tripartite agreement - committing both nature
conservation, the agricultural sector (and a large
majority of the Parliament) has been key for the

SUCCESS.
@




Thank you for listening

Mette Termansen
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