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INTERNATIONALLY, governments have not relied solely on an emissions trading scheme to reduce greenhouse gases – the reason being that, by its nature, an emissions trading scheme cannot incorporate all enterprises or households… at least, not in the short-term.

The Prime Minister’s Task Group report reinforces that emissions trading will be one part of an overall policy response.

In addition to a trading scheme, governments have adopted a myriad of measures that impact broadly on the economy to reduce emissions. Generally, these consist of incentives for preferred forms of energy use, and taxes on fuel and energy which sees revenue offsets against tree plantations, research activities into alternative fuels or new energy sources.

For example, the New Zealand Government proposed implementing a tax on emissions from farm livestock, the proceeds of which were to go towards research into ways to reduce these emissions, and a tax on energy – based on the greenhouse emissions potential of that energy source.

The likely implementation of a national emissions trading scheme within the next five years presents potential risks and opportunities for Australian agriculture.

The first risk is that a national emissions trading scheme will result in progressive increases in farm costs relative to what would have otherwise been the case. Even if the trading scheme is, in the first instance, limited to major emitters (such as coal-fired electricity generators and energy suppliers), higher electricity and fuel costs will impact both directly and indirectly on farm businesses.

The double-whammy comes as farm businesses have limited opportunity to pass those extra costs on – largely they are price-takers in the supply chain.

Further, if these additional costs were not also being faced by our international competitors – especially those in developing nations such as Brazil, Argentina, Chile, India and China – the result will see Australian farmers (who export 64% of everything they produce, worth $30 billion-a-year to the national economy) competitively disadvantaged.

A second risk lies in the design of the rules associated with emissions and carbon sequestration by the farming sector. While the report acknowledges the potential value of agricultural offsets, a delay in achieving agreement on the rules for these, or a narrow interpretation of potential offsets, could result in agriculture facing additional input costs, with no opportunity to offset those costs.

Critical will be the need for agriculture to have recognised offset opportunities well in advance of an emissions trading scheme actually being implemented and, for businesses in the agriculture sector, to be able to access measures that assist in maintaining its international competitiveness.

A third risk arises in decisions concerning the baseline date against which future greenhouse emissions performance is to be measured.

Setting a trading scheme baseline date for some time in the future would effectively ‘cancel out’ all the emission reductions already achieved by our primary industries (led by agriculture) – a massive 40% reduction over the past 15 years – with these counter-acted by the emissions arising from the stationary energy sector since that time.

On the upside, the potential opportunities arising from an emissions trading scheme are associated with the ability of farmers to generate offset credits through changes in land management or the planting of vegetation.

This potentially provides an additional ‘commodity’ that farmers can produce and market – complimentary to other farm activities. In the event that farmers become full participants in an emission trading scheme, the ability to create offsets or abate emissions will be vital in farmers’ ability to limit net emissions and achieve the required cap in emissions.

Greenhouse emissions offsets may be in the form of permanent stocks of carbon – such as tree plantations, or through a range of other agricultural management changes that result in short-term reductions in emissions generated by current management systems, or sequester additional amounts of greenhouse gases in comparison with existing management practices.

Ensuring emissions trading and related climate change policies create an opportunity for the nation to capture the benefits of these opportunities will be a key challenge for the Government and farming sector over the next few years.
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