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Australia’s future emission 
target
As part of the Paris Climate 
Agreement, Australia committed to 
take actions to limit the nation’s 2030 
emissions to between 26 and 28% 
less than the level of emissions in 
2005. Australia’s total emissions in 
2005 were calculated to be 612 Mt 
CO2-e, using the most recently agreed 
emissions calculation methodology, 
and including land-sector emissions. 
This means that Australia’s target is 
for 2030 emissions of between 441 
and 453 Mt CO2-e, a reduction of 
between 171 and 159 Mt CO2-e per 
annum from 2005 emission levels. 
This target could be adjusted as part of 
five-yearly reviews incorporated into 
the agreement, and hence could mean 
that the eventual emission reduction 
challenge is increased over time. 
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The recent United Nations Climate 
Change Conference in Paris was 
overshadowed by the horrific terrorist 
attacks that preceded it, with the 
result that the possible implications 
of the agreement have not been 
given as much attention as might be 
expected. This is especially the case 
for the Australian agriculture sector, 
which contributes approximately 
15% of total national emissions, and 
is therefore likely to be included in 
policies that are developed with the 
aim of achieving Australia’s future 
emission targets. While it is possible 
to project some future scenarios for 
agriculture, a major uncertainty is 
likely to be the confusion created 
by overlapping Australian and state 
government policies. Unless these 
are better coordinated, they will 
make Australia’s emission target 
much harder to achieve.
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Leaving that aside for the moment, the 
question of whether or not the current 
target is achievable under current 
policy settings, and what additional 
policies might be needed to ensure that 
target is met are critical questions for 
policy-makers. They are also important 
questions for the Australian agriculture 
sector, because of the significance 
of the sector in Australia’s national 
greenhouse inventory.

An examination of trends in emissions 
from different sectors of the Australian 
economy over the period from 1990 
to 2012 (the period covered by Kyoto 
Protocol obligations) provides some 
guidance in making a judgement about 
future emission trajectories. Figure 1 
shows the trends in greenhouse 
emissions calculated for different 
sectors of the national economy over 
the relevant period, and a number of 
key issues emerge from this. 

The first is the dominant role played 
by the energy sector in total national 
emissions. In 2013, energy sector 
emissions (predominantly emissions 
from coal-fired power stations) 
comprised almost 75% of total national 
emissions. While the annual rate of 
growth of energy sector emissions had 
slowed, over the 23 year period annual 
missions from this sector increased 
by 40%. Emissions from industrial 
processes also increased by around 
25% over the period, and energy and 
industrial processes were the only two 
sectors for which emissions increased. 

A second major issue to emerge 
from the data displayed in the graph 

is the absolutely fundamental role 
played by land-sector emissions in 
Australia meeting it’s Kyoto Protocol 
commitment of limiting 2012 
emissions to no more than 108% 
of 1990 emissions. In 1990, it was 
estimated that around 120 Mt CO2-e 
of emissions were created annually by 
land clearing, mainly occurring on farm 
land. Australia was able to count these 
emissions in its initial 1990 inventory, 
and the subsequent decline in those 
emissions – partly as a consequence 
of land clearing bans implemented by 
the NSW Government in 1995 and 
the Queensland Government after 
2000 – delivered windfall emission 
reductions for the entire economy that 
ensured Australia could meet its Kyoto 
Protocol target. It should be noted that 
these bans imposed substantial costs on 
individual landholders for the benefit 
of the entire community, an inequity 
noted in subsequent ABARES and 
Productivity Commission reviews.

In the absence of this emission 
reduction, the national emission 
inventory would have increased by 
26.5% over 1990 levels by 2012 – well 
in excess of the Australian Kyoto 
Protocol target.

Both these issues have implications 
when it comes to thinking about future 
emission targets and trajectories for 
Australia. The dominant role played 
by the energy sector in the national 
inventory highlights that the emission 
performance of that sector is crucial 
to future success in reducing national 
emissions. The windfall gains arising 

from banning land clearing have 
enabled to nation to meet (in fact 
exceed) initial emission obligations, 
and have provided some leeway in 
relation to Australia’s 2030 emission 
target (given there was an estimated 
80 Mt CO2-e of emissions from this 
source included in the 2005 baseline 
which had reduced to less than 10 Mt 
CO2-e by 2013). However, this was 
a once-only gain and there is little if 
any likelihood of any future emission 
reductions from this source.

To meet Australia’s recent commitment 
as part of the Paris Climate Agreement, 
emissions in 2030 will need to be 
limited to a maximum of 453 Mt 
CO2-e. To gain some sense of the effort 
involved in achieving that target, it 
is useful to develop some projections 
of future Australian emissions. The 
Australian Government Department 
of the Environment has published 
projections of Australian emissions to 
2020, incorporating some assumptions 
about the impact of current policy 
measures including renewable 
energy targets etc. A simple linear 
extrapolation of the trends for each of 
the major emission sources included 
in that analysis forward from 2020 to 
2030 provides a crude estimate of the 
likely scale of the challenge involved in 
Australia’s 2030 target, in the absence 
of any additional policy measures. 

The result of this projection is shown 
in Figure 2, which also includes 
the projected emissions trajectory 
required to meet the 2030 target. It 
shows a ‘business as usual’ projection 

Figure 2:  Australian emissions to 2015 and projected to 
2030, in the absence of major policy changes.

Sources:  Australian Government and AFI projections.

Figure 1:  Australia’s greenhouse emissions over the Kyoto 
Protocol commitment period.

Source: Australian Government.
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of current national emissions would 
result in approximately 620 Mt 
CO2-e of emissions in 2030, a result 
that is roughly 167 Mt CO2-e above 
Australia’s Paris commitment. It 
should be noted that this figure does 
not include the emission reductions 
purchased in the first two rounds of the 
Emission Reduction Fund tenders.

This figure of approximately 170 Mt 
CO2-e can be regarded as a crude 
estimate of the size of the reduction 
in annual emissions that will need to 
be achieved in the year 2030 to meet 
Australia’s current Paris Climate 
Agreement commitments. The critical 
question for policy-makers is whether 
this target is achievable, given current 
policy measures.

Australia’s current emission 
reduction policies
While much of the focus of discussion 
about Australian emission reduction 
policies has been on the government’s 
$2.55 billion Emission Reduction Fund 
(ERF), in reality this policy is just 
one of a range of different measures 
that all aim to contribute towards a 
reduction in greenhouse emissions over 
time. These are discussed in further 
detail below. It is also not widely 
understood that measures have been 
enacted that will in the future enable 
the current ERF to be converted from 
a government funded program to one 
that is funded largely by the 140 largest 
emitters in Australia that currently emit 
more than 100,000 tonnes CO2-e per 
year. Those that are quick to dismiss 
the current ERF as an inefficient and 
poorly designed mechanism to achieve 
lower emissions perhaps need to look a 
little more closely at the policy and its 
associated measures.

The Emission Reduction Fund
The Australian Government has 
committed $2.55 billion to fund 
the ERF, which is in many ways 
the cornerstone policy of current 
emission reduction efforts. Under 
the policy, persons who meet certain 
eligibility requirements and who 
agree to undertake certain actions 
as part of an emission reduction 
project can participate in a tender 
and, if successful, will be paid by the 

government for the emission reductions 
that project delivers. 

The process of participating first 
involves registering an emission 
reduction project, which requires the 
proponent to adopt and implement 
one of the approximately 30 Methods 
that are recognised under the ERF 
legislation. A Method details the 
actions that are required to be 
undertaken, the record-keeping and 
reporting requirements, the project 
auditing requirements, and the way 
that the volume of emission reduction 
achieved will be calculated. Once a 
project is registered and meets periodic 
audit and reporting requirements, 
it generates one Australian Carbon 
Credit Unit (ACCU) for each tonne 
of greenhouse emission reduction 
achieved (either via reducing some 
existing emissions, or through 
sequestering greenhouse emissions 
from the atmosphere into the soil 
or vegetation). These ACCUs can 
be sold to the government via a 
successful tender in an ERF auction, 
or can be retained and later sold to 
non-government buyers who may 
need them to achieve either voluntary 
or mandatory reductions in their net 
emissions. If sold to the government, 
then these can be cancelled and the 
emission abatement achieved will 
be counted in calculating Australia’s 
national emissions inventory. 

The first two ERF auctions were 
conducted in 2015, and resulted in the 
Australian Government purchasing 
almost 93 Mt of emission abatement 
from 275 projects, at an average cost of 
approximately $13.12 per tonne CO2-e. 
Of the emission abatement purchased, 
66.7 million tonnes or 72% were from 
agricultural and vegetation projects, 
highlighting the significance of the 
land sector in the emission abatement 
achieved under this policy to date. 
The contracting period for the delivery 
of these ACCUs ranges from three 
to 10 years with standard contracts 
of seven years, so the ERF to date 
has achieved an average reduction in 
annual net emissions of approximately 
13 million tonnes per annum over the 
next seven to 10 years, once these are 
accounted for in the national inventory. 
The vegetation-based projects need 

to be maintained for a minimum 
of 25 years, and these projects will 
continue delivering annual greenhouse 
abatement through to 2030 and beyond, 
with the project owners generating 
ACCUs over the entire crediting 
period. The ACCUs earned after the 
ERF contract period has expired will 
be able to be sold to either government 
or non-government buyers.

The first two ERF auctions have resulted 
in the allocation of approximately 
$1.2 billion, which is approximately 
half of the total funding commitment 
allocated to the ERF. The amount of 
abatement achieved by the time the full 
$2.55 billion of the current ERF funding 
commitment is allocated will depend 
on ACCU prices realised in future ERF 
tenders, and it is difficult to project what 
these might be. A reasonable assumption 
might be that in total, the current 
funding allocation for the ERF may 
achieve up to 30 Mt CO2-e of emission 
abatement of the 170 million that will 
be required in 2030. Whether a future 
government will allocate further funding 
to the ERF is unknown.

The Renewable Energy Target
The Renewable Energy Target (RET) is 
a legislated scheme that aims to reduce 
greenhouse emissions associated with 
electricity generation by ensuring 
that 20% or more of the electricity 
used in Australia in 2020 is generated 
from renewable sources, including 
hydroelectricity, wind, biomass 
and solar. The scheme provides an 
incentive for renewable electricity 
generators by crediting one Largescale 
Generation Certificate (LGC) for each 
megawatt hour of electricity generated 
using renewable resources. The ‘buy’ 
side of the system is created by a 
requirement that electricity retailers 
must purchase and surrender to the 
government a certain number of 
LGCs each year, with this requirement 
being progressively ramped up to the 
point whereby in 2020 some 33,000 
Gigawatt hours of electricity will 
be generated using renewables – 
estimated to be approximately 23.5% 
of generation capacity in that year. The 
existing legislation (amended during 
2015) also requires that the renewable 
generation target from 2020 to 2030 ►
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is maintained at 33,000 Gigawatt 
hours. There is also a related scheme 
to incentivise the use of small-scale 
renewable energy sources such as 
rooftop solar cells. According to the 
Australian Government’s second 
biennial report to the United Nations 
Framework Convention on Climate 
Change, the RET is projected to 
deliver approximately 18 Mt CO2-e 
of emission abatement in 2020. Based 
on the current legislation, this is also 
the abatement that will be delivered 
in 2030. 

Aside from the RET, there has been 
a change in the nature of electricity 
generation in Australia, as older 
coal-fired generation capacity has 
been retired, and the use of gas and 
renewable generation capacity has 
increased. This has contributed to a 
decline in the emissions intensity of 
electricity generation more generally. 
This will be offset over the period 
to 2030 by population growth (it is 
projected that Australia’s population 
will increase from 24 million at present 
to 30 million by 2030) and economic 
growth, both of which will trigger 
growth in total electricity consumption. 

The Australian Government could 
increase the RET target over the 
period between 2020 and 2030 to 
reduce national emission levels, so the 
likely abatement achievable in 2030 
is uncertain. Assuming a government 
increased the RET to approximately 
30% by 2030, the amount of abatement 
delivered in that year might be in the 
region of 30 Mt CO2-e. 

Vehicle fuel efficiency program
Emissions from transport (which 
includes road, rail, domestic shipping 
and domestic aviation) totalled 93 Mt 
CO2-e in 2014–15, and have increased 
by 25% over the past 15 years. They 
are projected to grow by a further 
11% over the period to 2020, due to 
population and economic growth. The 
Australian Government convened 
a Ministerial Forum in late 2015 
which aims to consider ways to 
reduce transport-related emissions, 
regulation of the transport sector 
involving both the Australian and 
state and territory governments. 
Implementation of Euro 6 emission 

standards, a variety of emission 
testing and infrastructure programs 
and the introduction of incentives for 
faster fleet turnover are all potential 
measures that may be implemented 
to limit transport emissions, and the 
Safeguard mechanism (discussed 
later) may also be applicable for large 
fleets. These may conceivably reduce 
transport emissions over the period 
to 2030, although the legacy of older 
vehicles in the national vehicle fleet, 
in combination with overall growth in 
vehicle numbers linked to population 
growth will make it quite difficult to 
achieve net emission savings, even if 
transport emission intensity is reduced. 

Energy productivity and  
efficiency programs
In December 2015, Australian 
governments developed a National 
Energy Productivity Plan (NEPP) 
involving all state and territory 
governments, which has the objective 
of increasing national energy 
productivity by 40% between 2015 
and 2030. Through programs targeting 
consumer appliance and motor vehicle 
efficiency, residential and commercial 
building energy efficiency and 
improved energy markets, governments 
believe it is possible to deliver benefits 
to individuals and businesses, while at 
the same time generating reductions 
in emissions. These measures in 
combination are projected to result in 
annual emissions abatement of 54 Mt 
CO2-e by 2030 (see Figure 3), noting 
this also includes projected savings in 
the transport sector.

Other measures
The Australian Government has 
implemented a number of other policy 
measures, including the 20 million 
trees program, the Solar Cities 
program, low-emission fossil fuels 
technology programs, and the National 
Carbon Offset and Carbon Neutral 
programs. It is anticipated that each 
will deliver some emissions abatement 
by 2030, although some of the likely 
abatement may be double-counted 
under other measures. Net emission 
savings from these programs in 2030 
are likely to be only minor.

The ERF Safeguard Mechanism
The Safeguard Mechanism is a 
legislative instrument that was enacted 
in October 2015, and which comes 
into effect from July 2016. It applies to 
the 140 businesses that are the largest 
emitters in Australia, each producing 
in excess of 100,000 tonnes CO2-e per 
annum. Collectively, these businesses 
account for approximately 50% of 
national emissions. Put simply, the 
Safeguard Mechanism requires these 
businesses to establish their baseline 
level of emissions (utilising information 
already supplied to the government 
under the National Greenhouse and 
Energy Reporting Scheme) and then 
imposes a requirement that future net 
emissions produced by that organisation 
in any year may not exceed the 
baseline level. In the event that gross 
emissions during a year exceed the 
baseline, the organisation may purchase 
ACCUs (generated from accredited 
ERF projects) in order to achieve the 
required net emission level. There are 
arrangements in place to accommodate 
business expansion and investment in 
new technologies. 

In effect, the Safeguard Mechanism 
creates a non-government market 
for ACCUs generated from ERF 
projects, which would be expected 
to expand over time and gradually 
become the main source of demand 
for ACCUs generated by ERF project 
owners. The more astute observers 
of climate change policy in Australia 
have noted that this effectively 
creates an emissions trading scheme 
for large-scale emitters, although 
with a relatively ‘soft’ start due to 

Figure 3:  Estimated emission savings 
associated with improved 
energy efficiency.

Source: National Energy Productivity Plan 2015–2030.
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the way the initial emission baseline 
has been established. It would not be 
unreasonable to observe that, given 
the manner in which the baseline is 
established (via regulation), it would 
not be surprising if in the future the 
responsible Minister reduced the 
baseline emission levels for these 
organisations, an action that would 
simultaneously help the nation meet it’s 
2030 emission abatement obligations 
and would also create a stronger market 
for ACCUs.

Implications for agriculture  
and the land sector
The preceding analysis has estimated 
that Australia will need to achieve 
net emission abatement (compared to 
projected business-as-usual emissions 
in 2030) of approximately 170 Mt 
CO2-e per annum in 2030 in order to 
achieve the commitment made as part 
of the Paris Climate Agreement. Some 
basic estimates are that the current 
ERF will likely generate approximately 
30 Mt CO2-e of abatement in 2030, 
the Renewable Energy Target may 
also generate 30 Mt CO2-e (assuming 
post-2020 renewable targets will 
be increased to 30% by 2030), and 
the government projects that the 
Energy Productivity and Efficiency 
Programs will generate 54 Mt CO2-e 
of abatement in 2030. There is a 
degree of double counting in some of 
these estimates, so the projections are 
more likely to be overestimates than 
underestimates. 

In combination, these measures are 
estimated to deliver 115 Mt CO2-e of 
abatement in 2030, which is 55 Mt 
CO2-e less than what is required under 
Australia’s Paris commitment.

This conclusion has some important 
implications for Australian agriculture, 
because it means that there is likely 
to be increasing demand for ACCUs 
earned from land-sector emission 
abatement projects, such as tree 
plantations, piggery effluent projects, 
revegetation projects, avoided 
deforestation projects (cases where 
farmers hold rights to clear trees, but 
undertake to retain those trees) and 
other projects involving changes to 
agricultural activities. The ‘demand’ 
for ACCUs generated by these projects 

will initially be the ERF auction 
process, but if the above projections 
are even roughly correct (and Australia 
remains committed to its Paris target), 
either the ERF will need substantial 
additional funding, or Australia’s 
major emitters will become very 
significant purchasers of ACCUs in 
the not too distant future. Given that 
agriculture and land-sector projects 
have comprised more than 70% of 
successful ERF project to date, this is 
likely to be an important new enterprise 
for owners of farm land in the future.

A complicating factor for future 
vegetation-based projects, however, is 
the interplay between state government 
and Australian Government policies. 
One of the key requirements for 
eligible vegetation-based projects 
under the legislation underpinning the 
ERF is that the projects must meet an 
‘additionality’ test. That is, landholders 
are not able to generate ACCUs from 
activities that have already been carried 
out (for example tree lots that were 
established with Landcare funding) 
or that are mandated under state 
legislation. This means that if state 
legislation bans any clearing of trees 
from land that is less than 50 metres 
from a river, then a landholder cannot 
generate ACCUs from an avoided 
deforestation project that involves an 
agreement not to clear those trees.

What this means is that the more 
restrictive state laws are made in 
relation to the future management 
of native vegetation on farms, the 
more they will limit the ability of 
landholders to undertake eligible 
emission abatement projects based on 
the future management of vegetation 
on those farms. Overly restrictive state 
native vegetation legislation will not 
only limit the ability of landholders to 
generate payments for the public good 
environmental services they provide, 
but will also make the Australian 
Government’s Paris emissions 
abatement target more difficult to 
achieve.

The need for better Australian and 
state government coordination on these 
issues becomes even more apparent in 
the light of current proposals by state 
governments to create biodiversity offset 

and trading systems for those wishing to 
clear trees (for anything from mining or 
urban development to farming). Under 
such a scheme, a landholder wishing to 
remove native vegetation will effectively 
need to purchase biodiversity credits 
from another landholder, equivalent to 
the biodiversity that will be destroyed. 
The second landholder will be able to 
generate biodiversity credits (and hence 
revenue) by agreeing to undertake 
specific management actions on that 
land – such as establishing native 
vegetation.

If a landholder already has an ERF 
project recognised by the Australian 
Government that involves retaining or 
regenerating trees, then presumably 
that landholder could also use that same 
project area to generate biodiversity 
credits under a state biodiversity trading 
scheme. In that case, the landholder 
could be earning both biodiversity and 
carbon credits (ACCUs) from a single 
project area, as revegetation projects 
can quite legitimately generate both 
biodiversity benefits and emission 
abatement simultaneously.

However, if that same landholder first 
established a revegetation project 
to generate credits under a state 
biodiversity trading scheme, then 
that landholder would be ineligible to 
subsequently have that area registered 
as a project to generate ACCUs under 
Australian Government greenhouse 
abatement programs, as a consequence 
of the additionality requirement. This 
despite the fact, noted above, that a 
single project area can generate both 
biodiversity benefits and emission 
abatement.

Australian and state government 
policies are at long last starting to 
create systems to pay landholders for 
the environmental services they provide 
for the community, and addressing 
the well-recognised inequity that has 
been inherent in legislation for the past 
20 years. It would be a great shame 
if a lack of coordination between 
governments simultaneously removed 
some of potential benefits available to 
landholders, and at the same time made 
Australia’s already challenging Paris 
emissions commitment even more 
difficult to achieve.
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Australian livestock export industry competitiveness
The livestock export sector can be 
considered to be the supermodel of 
Australian agriculture. The sector is 
constantly beset by welfare concerns, 
its creatures consistently considered 
to be underweight, and its place in 
decent society frequently questioned. 
Yet despite this, the industry continues 
to prosper, and livestock exports 
were worth over $1.3 billion in 2014. 
AFI is conducting research into the 
competitiveness of the Australian 
livestock export sector and its place 
within the agricultural economy. 
The report will cover global trends 
in livestock exports, and attempt to 
identify determinants of overseas 
demand and supply. It will assess 
the role of the sector in the livestock 
industries by examining issues such 
as the impact of livestock exports on 
livestock production, feedlotting and 
processing capacity, livestock transport 
and shipping capacity, and trends in 
livestock prices. 

The live export industry has been 
the subject of a number of economic 
studies in recent times, particularly 
regarding its interaction with the meat 
processing sector and the livestock 
value chain. To an extent, live exports 
mean decreased throughput for the 
processing sector, although this is very 

much dependent on the origin of the 
livestock being exported. Previous 
economic modelling of the relative 
value of live exports has frequently 
focused on cost-benefit analyses 
between these two turn-off options, 
assuming that livestock producers can 
choose one or the other – which is 
often not the case. 

Drivers of live export supply versus 
processor supply remain a crucial 
element in assessing the overall 
‘competitiveness’ of the industry. The 
competitive advantage of live cattle 
exports in northern rangeland regions 
is significant. As too is the managerial 
flexibility available to Western 
Australian mixed enterprise farmers as 
a consequence of the live sheep export 
market. Nationally, 10.6% of cattle and 
6.7% of sheep disposals were supplied 
to live exporters in 2014. These 
ratios vary dramatically in response 
to the disparate enterprise options 
and operating constraints between 
geographic regions. The report includes 
several case studies highlighting the 
incentives and strategies dictating 
on-farm turn-off decisions.

Analyses of the value of the Australian 
livestock export sector also commonly 
presume that Australia is in a position 
to pick and choose which international 
markets it supplies. This may have 
been the case in the past when 
Australia dominated global live sheep 
exports, but it is certainly no longer 
the case. The steady decline in the 
Australian sheep population since the 
collapse of the reserve price scheme 
for wool in 1991 has limited Australian 
live sheep exports at a time when 
global demand has been increasing. 
As a result, European nations have 
recently emerged as major suppliers of 
live sheep into Africa and the Middle 
East. This is despite the fact 95% 
of live sheep exports from Australia 
are destined for that region. In 2009, 
live sheep exports from Romania and 
Spain to Africa and the Middle East 
were worth less than US$8 million, 

however by 2014 they were worth 
US$247 million. By comparison, the 
value of Australian live sheep exports 
that year was US$201 million.

The research involves a close 
examination of international demand 
for livestock exports. Livestock export 
markets tend to be characterised by 
either poor cold-chain and refrigeration 
infrastructure, or a cultural preference 
for fresh meat sourced from wet 
markets. Increasing urbanisation, the 
rise of domestic and retail refrigeration 
and growing acceptance of overseas 
halal certified products complicates the 
demand side of the equation. 

The relatively small number of 
markets which harbour a strong 
preference for live exports leaves the 
industry highly exposed to the vagaries 
of individual markets. Indonesia is the 
prime example. The quarterly import 
quota was cut from 250,000 to 50,000 
head between the 2015 July and 
September quarters. New markets are 
being sought to mitigate this risk and 
provide greater stability to producers. 
There has been recent success in 
developing markets in Vietnam. In 
2014, exports of live feeder cattle to 
Vietnam were worth US$165 million, 
which amounted to 19% of live feeder 
cattle exports. This was up from 
$1.8 million in 2012. The ability to 
diversify markets will be an important 
factor of future competitiveness. 

The Australian livestock export 
sector faces significant challenges 
in the years ahead. As ever it walks 
a delicate balance between animal 
welfare concerns (both real and 
perceived), the need to respond to 
the volatile consumer demands and 
government policy changes occurring 
in developing nation markets, and 
remaining a competitive option for 
Australian livestock producers. Despite 
these pressures, preliminary findings 
suggest that the livestock export sector 
can and should remain a competitive 
and growing segment of Australian 
livestock industries.
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Tracking trends in the use of advisory services
Some research conducted by the 
Australian Farm Institute in 2014 
examining the role of advisory services 
in the Australian grains sector, and 
some more recent research conducted 
for the Council of Rural Research 
and Development Corporations has 
highlighted trends in the use of private 
advisory services by Australian farmers. 

In some sectors such as grains and 
specialty crops like cotton and sugar, 
the transition from public-sector 
advisory services (typically provided 
by a state government Department 
of Agriculture) to private-sector 
advisory services is virtually universal, 
and farmers in these sectors almost 
completely rely on either fee-for-
service advisors, or advisors employed 
by farm input suppliers. 

In other sectors of Australian agriculture 
such as dairy, beef and sheep, the 
transition to private-sector advisory 
services is not thought to have occurred 
to the same degree, although robust 
statistics are a bit hard to come by.

The annual farm surveys conducted 
by ABARES provide some data that is 
useful in trying to identify trends in the 
use of private advisory services. Figure 
1 shows average per farm expenditure 
on advisory and veterinary services 
since 1990 (in 2014 dollars), for the 
largest 20% of farms in each of the 
three main broadacre enterprises. It 
shows that real expenditure on advisory 
services has increased steadily, and 
that the average expenditure per crop 
farm is higher than is the case in the 
livestock industries.

This statistic can be a bit misleading, 
however, because the average size of 
crop farms has increased more rapidly 
than that of either beef or sheep farms 
over the period in question, and the 
total value of output of the crop farms 
included in the data are much higher 
than that of the beef or sheep farms. 
Additionally, those crop farmers 
accessing ‘free’ crop advisory services 
from their input suppliers would not 
record an expense against advisory 
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services, meaning that the actual use  
of crop advisory services by crop 
farmers may be higher than the 
statistics indicate.

Comparing advisor costs per farm 
as a proportion of the total value 
of farm output for the largest-sized 
farm businesses presents a different 
picture, as is apparent in Figure 2. 
It shows that for all three enterprise 
types, average advisor costs have 
increased over the last 25 years from 
0.2% of farm income to around 
0.4%, but that surprisingly, these 
costs are roughly equivalent for the 
three different farm types. A possible 
explanation may be that there are scale 
efficiencies available when employing 
an agronomist, but not to the same 

degree for the services provided by 
a veterinarian.

It might be argued that a veterinarian 
is not strictly providing farm advisory 
services, and some of this cost might 
relate to services such as artificial 
insemination or pregnancy testing. This 
is probably true, but nonetheless does 
highlight that in the absence of public-
sector extension services, livestock 
veterinarians may be an overlooked 
information and communication 
avenue to farmers that policy-makers, 
research and development corporations 
and agricultural researchers could 
utilise in the future.

Copies of the various research reports 
that have canvassed these issues are 
available from the Institute’s website.

Figure 2:  Advisor costs per farm as a proportion of total farm output (for farms 
with more than $400K output).

Source: ABARES Agsurf. 

Figure 1:  Average per farm expenditure on advisory and veterinary services  
(for farms with more than $400K output).

Source: ABARES Agsurf. 
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Opportunity for Australian farmers from Paris Conference

cropping systems. This partnership 
needs to continue.

John Connor, The Climate Institute
Australia’s initial target was offered 
months before the Paris Conference 
and when compared with other 
countries would leave us in 2030 
with the second highest per capita 
greenhouse emissions in the G20 just 
behind Saudi Arabia and with one of 
the most carbon intensive economies. 
The government also did not meet 
international expectations and show 
how its target was a fair contribution 
to limit warming to below 2 degrees. 
Paris highlighted the risk of such 
a position with an agreement to 
strengthen goals every five years to 
keep warming below 1.5 to 2 degrees 
above pre-industrial levels. The 
1.5 degree objective in the Paris 
Agreement is just half a degree above 
current warming that CSIRO and other 
agencies highlight is already impacting 
Australia’s productive landscapes. 

The Paris agreement crystallised 
momentum underway in global 
energy markets, investment trends 
and in global national and state level 
policies. It is highly significant to 
agriculture and all other sectors that 
the Agreement also recognises heat 
trapping greenhouse gas emissions 
need to be balanced with ‘sinks’ 
of these emissions sequestered in 
vegetation, soils, oceans and other 
geological or industrial stores. This is 
recognised as the need for ‘net zero 
emissions’ and has been endorsed by 
political, financial and business leaders 
across the spectrum here and overseas. 

Scientists tell us for the agreed warming 
goals this needs to be achieved by 
around 2050. Agriculture like all sectors 
will need to engage with the challenges 
and opportunities of this objective. If 
one sector does less, others need to 

do more. To do our bit in helping to 
keep warming well below 2 degrees 
warming, The Climate Institute has 
recommended reductions below 2000 
levels of 65% by 2030 and net zero 
emissions for Australia before 2050.

Q2. The current ‘Direct Action’ 
approach to achieving reduced 
emissions has resulted in sequestration 
projects on agricultural land providing 
over 60 Mt of the 90 Mt of abatement 
contracted in the two tenders to date. 
Do you foresee any problems with 
a continuing reliance on land-sector 
projects to achieve Australia’s future 
emission reduction target?

Brent Finlay, NFF
The results of the Emissions Reduction 
Fund to date demonstrate that farmers 
are willing participants in schemes to 
reduce carbon emissions. We have seen 
that in addition to sequestration, the 
pork industry has featured prominently 
in both the Emissions Reduction Fund 
and the Carbon Farming Initiative 
by capturing methane from their 
facilities. As methods are developed 
for other industries we will likely 
see a broadening of the type of 
contracts awarded under the Emissions 
Reduction Fund. 

While there are no doubt benefits to 
participating in a sequestration project 
for the individual farmer – if we take a 
broader perspective there are costs to 
our communities and the agriculture 
sector as a whole. Sequestration sites 
must not be ‘locked up and left’, 
with neighbours bearing the brunt of 
alternative land uses. Weed, fire and 
feral animal management are a must, 
and appropriate focus should be given 
by the purchasers of carbon credits to 
ensure compliance. 

If more and more land is set aside 
for sequestration – and particularly 
if this is concentrated – the greater 
the potential for inefficiencies in the 

Q1. Based on the most recent 
published inventory, agriculture is 
responsible for approximately 15%  
of Australia’s national emissions. 
Given Australia’s emission reduction 
target, do you think agriculture will or 
should be required to reduce emissions 
as part of Australia’s overall effort?

Brent Finlay, NFF
For emissions reductions to count 
towards reducing the national target, 
an approved method is required. The 
reality is that for most Australian 
farmers, cost-effect methods are not 
yet available. Mandatory policies (such 
as a tax or trading scheme) that cover 
farming would be asking farmers to 
demonstrate that they are reducing 
emissions where there is no avenue 
for them to do so. Such policies would 
just impose costs on the agriculture 
sector, reducing our international 
competitiveness. 

The Climate Change Authority (CCA) 
as part of its Special Review has 
noted that mandatory pricing policies 
are not suited to agriculture as the 
cost of measuring and reporting on 
emissions are likely to be high. The 
CCA also notes that in sectors that 
have few opportunities for emissions 
reductions in the short term it may 
be best to concentrate on voluntary 
measures such as offset schemes, and 
on research and development of low 
emissions technologies.

With more research and development 
(R&D), there is likely to be a real 
opportunity for Australian farmers 
to voluntarily contribute to our 
emissions reduction effort. We need 
cost-effective technologies to better 
utilise renewable energy sources 
and improve energy efficiency. With 
Government, we have been investing 
our R&D levies to investigate 
genetic improvements, feed sources 
and farming practices to reduce the 
emissions intensity of livestock and 

John Connor
Chief Executive Officer

The Climate Institute

Brent Finlay
President
National Farmers’ Federation
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agriculture supply chain. This means 
a greater potential for loss of local 
farm services and suppliers, and more 
costly downstream processing such 
as abattoirs or grain receivals. ‘Tree 
farming’ doesn’t employ local people 
who spend money locally, have kids 
in schools or participate in local 
activities. If concentrated, large-scale 
sequestration is likely to have localised 
impacts. 

John Connor, The Climate Institute
There are many opportunities for 
the land sector to provide substantial 
sequestration and for farmers to 
supplement their incomes with ‘carbon 
farming’ opportunities – but it can’t do 
the job alone. Over 30% of Australia’s 
emissions come from the electricity 
sector and it’s emissions have risen 
since the removal of carbon limits 
and pricing. Inaction in this area is 
also preventing further large-scale 
investment in clean energy alternatives 
that till now has seen billions invested in 
regional Australia. The land sector can 
play a key role in offsetting emissions, 
and in potential provision of feedstock 
for negative emissions electricity 
through bioenergy and carbon capture 
and storage, but also has to face up to 
limits and responsibilities. These include 
the need to properly align with natural 
resource and catchment management 
objectives as well as preserving 
biodiversity and other ecosystem 
services. Large-scale initiatives will also 
need sensible community consultation 
and engagement. The changing climate 
also provides risks with longer and more 
extreme bushfire seasons, increasing soil 
aridity, historic heatwaves and extreme 
weather events already increasing with 
the global warming already measured 
and continuing to grow.

Q3. Do you believe the current Direct 
Action policy and its allocated budget 
will be sufficient to achieve Australia’s 
emission targets, and if not, what 
would be your preferred alternative or 
additional policy approach?

Brent Finlay, NFF
Australia’s policy settings must 
recognise the principle of emissions 
efficiency in agriculture. The Paris 

Agreement highlighted the challenge 
of feeding a growing global population. 
An absolute approach to agriculture 
emissions reduction (ie net emissions 
from the sector are reduced) is at odds 
with expanding production to meet 
growing demand. We must focus on 
producing more, with less emissions 
per unit of production.

Australia’s policies must also support 
our other domestic policy agendas. 
Emissions policies that negatively 
impact farmers would hamper our 
ability to harness the opportunities 
provided by recent trade agreements 
with Japan, China and Korea. 

R&D and innovation must be at the 
forefront of our policy agenda. We 
need to continue to develop cost-
effective methods to enable farmers 
to participate in voluntary carbon 
markets. Technologies and practices 
that reduce emissions and improve 
productivity or efficiency on farm 
will be adopted by farmers as it will 
make business sense to do so – with 
or without the incentive of a carbon 
return. We need investment in the R&D 
to develop these methods – and the 
extension efforts to facilitate adoption. 

Carbon policies must promote 
Australian farm competitiveness – 
not dampen our ability to grow and 
increase productivity. Agriculture 
has borne the cost of Australia’s past 
policies to achieve our international 
emissions reduction targets. State 
regulations on land clearing have been 
the biggest sectoral contributor to 
emissions reductions in Australia since 
1990. Farmers were also squeezed 
under the Carbon Tax. Carbon tax flow-
on costs hit Australian farmers every 
time they paid for essential electricity, 
fertiliser, chemical and fuel supplies. 

There is great potential for agriculture 
to actively contribute to Australia’s 
emissions reduction effort. Whatever 
the policy settings adopted to meet the 
agreed target, a consistent approach 
is required to facilitate the long-term 
investment required to see agriculture 
meet its full potential.

John Connor, The Climate Institute
The government itself has recognised 
the need for additional policies 

to the Emissions Reduction Fund 
(ERF) to meet its 2030 targets and 
is looking at areas such as energy 
productivity, vehicle standards and 
hydrofluorocarbons such as refrigerants. 
These are important initiatives. 
However, even with strong policies 
that may emerge, they are still unlikely 
to help meet the government’s own 
targets, let alone those it should have. 

Dependence on taxpayer dollars 
is a precarious basis for emissions 
reduction policies and current ERF 
provisions are well short of what is 
required if they are to be the primary 
purchaser of reductions. The Climate 
Institute estimates that at current 
average carbon prices achieved after 
the first two auctions the ERF, even 
if boosted to the $4.95 billion some 
in government have promised, could 
purchase just 3.5% of Australia’s total 
emissions out to 2030; 8% of a 2030 
target consistent with Australia doing 
its bit to achieve the less than 2°C 
limit; or just 15% of the government’s 
current inadequate 2030 target. 

Australia needs comprehensive 
policies, regulations or prices 
that make our largest emitters, 
not taxpayers, take responsibility 
and help drive markets for carbon 
farming, clean energy and other 
climate solutions. Whether it is 
through a strengthening of the 
government’s safeguard mechanism 
or an internationally linked emissions 
trading scheme as proposed by ALP we 
will still need additional policies and 
incentives. Funds like the ERF have 
a role but are insufficient alone. The 
electricity sector in particular needs an 
orderly plan to replace aging coal fired 
power stations with clean energy.

Paris has confirmed a trend where 
global investors, regulators, nations 
and companies have realised that 
climate change is costing and needs 
to be addressed. Agriculture can and 
should prosper in a global economy of 
net zero or emissions. The challenge 
for agricultural and other businesses, 
as well as for government, is to 
build the policies and practices that 
maximise the opportunities and 
minimise the undeniable challenges in 
the transition that is needed. 
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Marketing that values consumer whims over science
Two recent media stories have 
highlighted the growing divide 
between science, and the realities of 
consumer marketing in the digital age.

One of the stories involved a decision 
by a consumer to launch a boycott of 
Lilydale poultry, when it was revealed 
that Lilydale Free Range chickens 
may be fed genetically modified 
grains and oilseeds. The second story 
involved the announcement by fast 
food chain Hungry Jacks that in future 
its hamburgers would only be made 
using beef produced without added 
hormones (ie HGP free). 

In both instances, the sentiment behind 
the decisions appears to be a belief by 
consumers that poultry fed GM grains 
or beef produced with HGPs carries a 
risk of causing harm to the consumer.

The science on both these issues is 
absolutely clear, and unchallenged. 
The meat from poultry that has been 
fed GM grains or oilseeds is absolutely 
indistinguishable from the meat 
produced feeding conventional grains 
or oilseeds, and there is absolutely 
no evidence or scientific analysis 
to demonstrate any potential risk to 
consumers from the former. In fact, 
there is a likelihood that the GM grains 
and oilseeds may have less pesticide 
residues present than the conventional 
grains and oilseeds, if consumers are 
worried on that front. In relation to the 
use of HGPs in beef, the extra levels of 
natural hormones are indistinguishable 
in any analytical tests, the levels are 
many times less than are consumed in 
eating some cabbage leaves or a single 
egg, and HGPs typically provide a 
10–15% productivity gain and hence 
significantly reduce the environmental 
footprint of beef.

Unfortunately, no matter how many 
times the above information is 
repeated, there will still be consumers 
and activist groups prepared to 
proclaim otherwise, and who will 
generate scare campaigns based on 
misinformation that consumer-facing 
companies will very quickly retreat 

from. Additionally, there appears to be 
an increasing number of companies 
which perceive some competitive 
advantage may be available from 
product differentiation based on things 
like HGP-freedom.

Despite the science, it seems there is 
little that can be done to reverse the 
beliefs of some consumers, or indeed 
the perceptions of marketers that there 
is a competitive advantage available 
by differentiating a product from its 
competitors – even if the basis of that 
differentiation is highly spurious.

This creates a real dilemma for the 
Australian agricultural sector. There 
are important productivity advantages 
available from the use of GM crops 
or HGPs in beef production, and in 
markets where price matters, these 
productivity advantages can be the 
difference between profit and loss. 
At the same time, there are premium 
markets available where consumers 
are prepared to pay much more for 
products that meet their preferences, 
irrespective of how irrational these 
preferences might seem to others.

Traceability systems such as the 
National Livestock Identification 
Scheme (NLIS) are becoming a very 
important tool in providing the sector 
with ways to address this dilemma. 
By enhancing product traceability, 
and enabling alternative production 
systems to coexist in ways that still 
enable market differentiation to occur, 
divergent market needs can be met by 
some producers without compromising 
the productivity of others. The 
expansion of internet accessibility 
and the rapid growth of computer 
processing capacity has also created 
opportunities for traceability systems 
to operate at much lower cost than was 
the case in the past.

The availability of traceability systems 
also makes it viable for marketers 
like Hungry Jacks to offer choices 
within their product range and to 
let consumers decide, rather than 

implementing blanket bans on certain 
technologies. Australian agriculture 
should be encouraging those involved 
in post-farm supply chains to adopt 
this approach, because it provides 
a much more reliable indication of 
consumer preferences, and avoids the 
productivity-sapping impact of specific 
technologies being banned.

Ultimately, however, the challenge 
that confronts the agriculture sector, 
its input suppliers and even the 
scientists that support the sector is 
to keep on calmly and rationally 
explaining the use of technologies 
in agricultural production, and most 
importantly to emphasise the benefits 
that they provide for consumers. 
This latter point is important, as 
both these examples highlight that 
consumers have absolutely no interest 
in hearing that a certain technology 
makes a farmer more productive. The 
primary interest of consumers is the 
direct benefits they can obtain from a 
product, and that is where the emphasis 
needs to be focused in industry 
conversations with consumers.

10 crossing the divide
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Argentina targets Australian 
markets, as it axes taxes on 
exports
Argentina is likely to re-emerge as 
a major competitor for Australia in 
international beef and grain markets, 
as a result of the outcome of recent 
national elections. One of the first acts 
of the new president Mauricio Macri 
(appointed in December 2015) was to 
remove the majority of the punitive 
crop and export taxes that had been 
imposed on farmers by the previous 
government. The new government 
also allowed the peso currency to 
depreciate by about 40%, making 
Argentinian exports much more price 
competitive in international markets.

It is predicted that, as a result of this 
change, Argentina’s wheat acreage 
will grow enormously, and exports 
are expected to more than double 
to 9.8 million tonnes in the year to 
June 2017. The re-emergence of 
competition from Argentine exporters 
has already impacted on Australian 
grain exports to Middle Eastern wheat 
markets. The Argentinian’s have also 
been successfully selling wheat to the 
United States (US), and it is expected 
that their next target will be Asia. 

It is also anticipated Argentina will 
target Asia with its beef exports, as 
its herd size increases. Argentina is 
now recognised by the OiE as a foot 
and mouth disease free zone (with 
vaccination), which opens up market 
opportunities. There are forecasts that 
Argentinian beef exports will increase 
to 1.3 million tonnes in 2016, and it 
is likely some of these exports will be 
targeted at markets currently held by 
Australia. The loss of these markets 
to Argentina is inevitable, given 
the shortage of supply that will be 
experienced from Australia over the 
next few years, as a consequence of 
the smaller cattle herd.

Corn prices in the US
US corn production in 2015/16 is 
estimated to be 13.6 billion bushels, 
yet another near-record harvest. As a 

result, the prices that US corn farmers 
are projected to receive range from 
US$3.30–$3.90, averaging around 
US$3.60 per bushel. To put these prices 
in perspective, in 2012 corn prices 
exceeded $US8 per bushel. Corn prices 
are dropping due to the excess supply 
arising from large recent harvests, 
which has coincided with plateauing 
demand for corn for use in ethanol 
production. Adding to the downward 
price pressure, US corn exports have 
experienced increased competition in 
international markets from Argentina, 
Brazil, Ukraine, and Mexico. Lower 
corn prices will provide some relief for 
US livestock producers, who rely on 
corn as their primary animal feed. It can 
be expected that US beef, dairy, poultry 
and pork production will increase in 
response to the increased profit margins 
arising from lower corn prices.

Brazil’s economic turmoil
Economic conditions in Brazil 
worsened in the last quarter of 2015, 
tipping the national economy into 
recession. Official figures indicate that 
1.5 million jobs have been lost, and 
inflation is currently running at more 
than 10% per annum. Sometimes, it has 
seemed like the news simply could not 
get worse for the Brazilian economy in 
2015. Brazil’s state-owned oil company 
Petrobras was engulfed in a corruption 
scandal; plunging oil prices triggered 
a major fall on São Paulo’s stock 
market; and impeachment proceedings 
against President Dilma Rousseff, 
due to a finance scandal, destroyed 
what little confidence there may have 
been that the Brazilian Government 
could respond. With no confidence in 
the government, banks not actively 
lending and foreign investors looking 
elsewhere, hopes for some short-term 
economic recovery seem futile.

The International Monetary Fund 
(IMF) is expecting Brazil’s economy 
to contract 3.5% in 2016 and remain 
stagnant in 2017. The conflicting 
pressures arising from high inflation and 
high interest rates put the government 
and central bankers in a quandary. The 

difficult political scene along with the 
slowdown in China and increasing 
US interest rates are draining away 
capital and investment from Brazil. 
The next 12 months will show how the 
government and the people of Brazil 
respond. Interestingly, there could be 
an upside for agricultural exporters in 
that the Brazilian Real is expected to 
depreciate, and labour availability and 
costs are more favourable than they 
have been for some time, which should 
reduce agricultural production costs.

Japan-Australia Economic 
Partnership Agreement 
(JAEPA) 12 months on 
The Department of Foreign Affairs and 
Trade report that the first 12 months of 
the JAEPA have allowed Australia’s 
agriculture sector to build on traditional 
exports to that market and create 
opportunities in emerging areas. The 
tariff cuts have seen amazing growth in 
export sales in some sectors; fresh table 
grape exports from Australia to Japan 
have increased from $0.6 million to 
$6.5million in 12 months, and shelled 
almonds exports have grown from $0.4 
million to $4.1 million. 

The value of both fresh and chilled 
beef exports also increased by 24% 
and 15% respectively. The export 
value of beef tongue – a popular 
dish in many Japanese restaurants – 
increased by 75% to equal more than 
$52 million. Australian bottled wine 
exports to Japan increased by 11%, 
while bulk wine exports have tripled 
to $5 million. Export sales of frozen 
shrimp and prawns increased 90%, 
rolled oats sales to Japan increased by 
62%, fresh Valencia orange exports 
increased by 77%, and asparagus 
exports have increased by 41%. 

No doubt the depreciation of the 
Australian dollar has been a major 
factor in some of these increases, 
but the results certainly paint a 
very positive picture of the possible 
outcomes that may occur once other 
recently negotiated trade agreements 
come into effect.

Australian and international farm policy news
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AFI welcomes new staff
The Australian Farm Institute has welcomed two new 
staff to the team over recent months. Nicole Day has 
been appointed to the role of Research Officer. Nicole, 
originally from a farming family in South Australia, was 
previously employed by the Royal Agricultural Society of 
NSW Foundation, and prior to that role worked as a farm 
consultant and with farm input suppliers throughout NSW, 
Victoria and South Australia.

Richard Heath has been appointed General Manager, 
Research. Richard previously worked for the University of 
Sydney as Manager of its North West NSW Farms. Prior 
to that role he was an agricultural consultant specialising 
in digital agricultural systems. His initial career was as a 
manager of his family’s cropping activities on a farm south 
west of Gunnedah, NSW.

Out and about
 Recently the Institute’s Executive Director, Mick Keogh, 
has spoken at: 
• NSW Agricultural Teachers Annual Conference, 

Hurlstone, NSW
• Animal Medicines Australia Annual Dinner, Sydney
• CropLife National Members’ Forum, Canberra.
AFI held its annual Agriculture Roundtable Conference on 
the 4th and 5th of November, 2015 at the Hilton Sydney.
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CONFERENCE:  2 & 3 June, Sydney

2016DIGITAL DISRUPTION 
I N  A G R I C U L T U R E

Digital technologies have the potential to revolutionise 
Australian agriculture and make possible the next big 
leap in productivity. Across all agricultural commodities, 
digital technologies and applications are emerging that are 
disrupting production systems and supply chains, creating 
radically different business models, and enabling farmers 
and agribusiness to manage with levels of precision and 
insight that were previously unimaginable. AFI’s Digital 
Disruption in Agriculture conference will provide the 
opportunity for a very detailed look at the possibilities 
that are being provided by digital technologies and pose 
questions about how to ensure that those possibilities can be 
realised. Register now at www.farminstitute.org.au
The conference will be held at the Stamford Plaza Sydney 
Airport on Thursday 2 June and Friday 3 June, 2016 – 
bringing together a range of international and Australian 
speakers. It will provide valuable insights into the 
developments that are occurring, and what they will mean 
for Australian farmers, agribusiness and policy-makers.
Conference sessions include: 
• Understanding digital disruption and its implications
• Digital disruption on-farm
• Exploring digital development in the farm input sector
• Digital technology through the supply chain
• Telecommunications and other infrastructure needs
• The role of digital technologies in governance and 

compliance systems
• A perspective from agri-software developers
• Making digital agriculture happen in Australia.


