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KEY POINTS

• The world is moving to lower carbon
economies.

• There is pressure on larger companies to
reduce emissions.

• They will pass this pressure on to their
customers.

• There are opportunities for agricultural
businesses to profit in this environment.

• You need to be able to measure where you are
before you can see where you need to go.

BACKGROUND

Over the past few months, the issue of climate 
change has once again returned to the front 
burner (pardon the pun). In April, as host of 
the 40-nation climate summit, US President Joe 
Biden opened the event by urging all attending 
leaders to “overcome the existential crisis of our 
times”. If you open any paper or look at any social 
media channel, discussions abound on reducing 
greenhouse gas emissions.

Whichever side of the fence you’re on, it’s clear 
that most of the world believes in manmade 
climate change, that the consequence of this is an 
existential threat to humans, and that governments 
are acting accordingly (or if you’re cynical, at least 
trying to give the perception of acting accordingly).

Currently, Australia appears to be sitting on the 
wrong side of history in regard to this discussion. 
We were excluded from a list of almost 80 leaders 
invited to speak at a climate summit hosted by the 
UK’s Prime Minister Boris Johnson last year, where 
organisers made it clear that Australia lacked the 
climate action to earn a place. While Scott Morrison 
did better this year at the President Biden-led 
climate summit, Australia still only made it to 22nd 
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place in a field of 40 (just after Bhutan).

GOVERNMENT PRESSURE TO REDUCE 
EMISSIONS

At the end of 2019, I wrote an article for Farmanco 
Facts on carbon emissions in agriculture. In the 
article, I pointed out that governments around 
the world are increasingly looking at greenhouse 
gas (GHG) emissions in many industries and it was 
very likely that at some point, they would start to 
legislate, particularly in industries where it was felt 
that action was not being taken to reduce emissions. 

It looks like this is coming to pass, with increasing 
focus on GHG emissions. Even if Australia’s 
government does not act, the actions of other 
governments and perhaps more importantly, 
customer sentiment, in many of our client markets 
is changing, with potential for a major impact. 

Since the election of President Biden, the US has 
not only re-joined the Paris Agreement, it has also 
committed to cutting its GHG emissions in half by 
2030. Along with these actions, it is ramping up 
pressure on other countries to do more. Over the 
past few months, the UK has promised a 78% cut 
from 1990 levels by 2035, Japan a 46% cut by 2030, 
the EU a 55% cut by 2030, and Canada a 40% to 45% 
cut from 2005 levels by 2030. Australia was notably 
conspicuous by its silence during the climate 
change summit. Quite literally, for the first part of 
Scott Morrison’s speech, his mic was on mute, with 
Morrison sticking to the Abbott-era 2030 emissions 
pledge. In June at the G7, an ABC headline stated, 
“Australia left isolated on climate after G7’s pledge 
to end support for coal-fired power stations”. The 
climate statement issued by G7 nations, while not 
designed to single out Australia, highlighted our 
current outsider position on climate change.

However, it’s likely that international pressure and 
State-led initiatives will inexorably push the federal 
government to fall in line with the rest of the world. 
Examples of these include Victoria announcing a 
plan to cut the state’s greenhouse gas emissions 
in half by 2030, including $20 million to reduce 
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emissions in the agricultural sector and $15.3 
million for a carbon farming program.

INVESTOR-LED PRESSURE TO REDUCE 
EMISSIONS

Perhaps more importantly is the investor-led 
push on climate change. This type of pressure on 
Australian companies is starting to force boards to 
adopt more sustainable business practices to meet 
climate change goals. 

At the start of 2020, the CEO of Blackrock, Larry 
Fink, put sustainability at the heart of its investment 
portfolio. Blackrock is the world’s largest asset 
manager and one of AGL’s biggest shareholders. It 
backed a resolution from the Australasian Centre for 
Corporate Responsibility (ACCR) to bring forward 
the closure dates of AGL’s main coal-fired power 
stations. This is a significant outcome considering 
AGL is Australia’s largest electricity generator and 
largest carbon emitter. Support for shareholder 
resolutions on climate change put to Woodside and 
Santos AGMs in regard to resolutions relating to the 
Paris targets achieved 50.16% and 43.39% of the 
vote, respectively. Boards of large companies tend 
to sit up and take notice when shareholder-backed 
resolutions hit 15%+.

SO, WHAT DOES THIS MEAN FOR 
AGRICULTURE?

Firstly, the countries who take our products are 
gearing up for low carbon economies. On one end 
of the scale, they may require any producers (both 
domestic and international) to make commitments 
to do the same. Even if it is not legislated, consumers 
in those countries are likely to vote with their feet by 
selecting products from companies and countries 
that can show they are making efforts to reduce 
their carbon footprint. Major economies won’t 
spend hundreds of billions of dollars transitioning 
to a low carbon economy and then allow producers 
from other countries to undercut their producers, 
because those producers do not have the same 
burden of legislation. Trade barriers will come up 
on the basis of methodologies of production. At the 
opposite end of the scale, it is quite possible that 
certain countries might use a weaponised approach 
to imports, tying it to political aims and claiming 
that because Australian farmers are not trying to 
reduce their emissions, they shouldn’t get access to 
those markets.

Secondly, companies will be under pressure from 
shareholders to meet emissions targets. At the 
moment, that might just apply to their own 
operations. An example is CommBank reducing 
its direct emissions by 52.5% since 2009. But what 
happens when companies apply these types of 
targets to their suppliers and maybe even their 

customers? In future, as part of refinancing, will you 
be expected to provide a plan of what you’re doing 
to reduce your own emissions? If you can prove 
you are measuring emissions and doing something 
about them, will you be regarded as a ‘carbon 
conscious’ grower and get better rates? 

Thirdly, companies, especially in oil, gas and mining, 
will look to offset their carbon emissions. This could 
happen either indirectly through carbon credits 
or directly by buying up tracts of farmland and 
growing trees. As an example of how this type of 
behaviour may impact farming in the future, non-
bank lender, Resimac, has announced it has planted 
35,000 trees through its Carbon Conscious program 
(https://www.mortgagebusiness.com.au/breaking-
news/15001-lender-plants-35-000-trees-in-carbon-
offset-program). It has committed to plant a native 
Mallee Eucalypt tree in the Australian Wheatbelt 
region for every new loan settled by Resimac. 
Now, let’s just put that into perspective. One 
mature tree absorbs approximately 22kg of CO2 in 
a year, so 35,000 trees absorb 770t. The average 
American citizen produces 20,600kg of CO2 a year, 
so this number of trees will eventually absorb the 
carbon produced by 37 American citizens a year. By 
comparison, Australians only produce 17,000kg a 
year, a bit better than our American counterparts. 
It needs to be taken into consideration that these 
calculations are for mature trees. Young trees absorb 
about a quarter of this amount, so a company that is 
building its reputation on its carbon consciousness 
is currently helping to sequester the carbon 
emissions of around 10 Americans a year, showing 
that a little cleverly marketed carbon consciousness 
goes a long way. 

WHAT CAN WE DO?

During President Biden’s initial address at the climate 
summit, he stated that it was “a moment of peril but 
also a moment of extraordinary possibilities”. He’s 
right, this is actually a moment of great commercial 
opportunity for agriculture. 

WHERE DO WE START?

If you actually want to do something beneficial, 
as opposed to just giving the perception of doing 
something beneficial, you need to have data to 
determine where to make changes of the greatest 
benefit to both your business and the environment. 
I think a lot of businesses are jumping in at the 
wrong end of this issue. Before you can deal with 
a problem, you need to know where you stand. 
As I pointed out in my previous article, a lot of the 
information and predictions on carbon emissions in 
agriculture are based on models, as opposed to real 
data. This is often extrapolated from a small number 
of farms and/or data points over a relatively short 
period of time. 
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https://www.mortgagebusiness.com.au/breaking-news/15001-lender-plants-35-000-trees-in-carbon-offset-program
https://www.mortgagebusiness.com.au/breaking-news/15001-lender-plants-35-000-trees-in-carbon-offset-program
https://www.mortgagebusiness.com.au/breaking-news/15001-lender-plants-35-000-trees-in-carbon-offset-program
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HOW TO 
C A L C U L A T E 
YOUR CARBON 
EMISSIONS

The methods for 
calculating carbon 
emissions are still in 
flux. There are several 
methods and more 
becoming available all 
the time. The Kondinin 
Group did an excellent 
piece of research that 
they presented with 
grain growers at a Carbon 
Calculators webinar, 
where they took the 
main calculators on the 
market and compared 
the results across two 
farms. (https://www.
graingrowers.com.au/
wp - content/uploads/
C a r b o n - C a l c u l a t o r -
webinar-slide-deck.pdf) 

As you can see, there 
are quite big differences 
between the various 
calculators. These 
differences become less 
important when you 
look at relative emissions 
over time, between 
enterprises, and even 
less important if you 
are able to compare a 
lot more farms against 
each other. Trends start 
to emerge on what is 
making a difference to 
your emissions levels, 
especially if you can 
track emissions down to 
an enterprise level.

MEASURING AND 
BENCHMARKING CARBON EMISSIONS

Over the past three years, Farmanco has been quietly 
working on an R&D project focusing on carbon 
emissions, how to measure them and researching 
the best methods to help our clients manage their 
emissions footprint.

We decided that you need to start somewhere. We 
are using the latest version of the carbon calculator 
from the University of Melbourne (GAF 9.3) to 
calculate emissions at a farm enterprise level. We’ve 
started doing carbon audits (see figure 2) as part 

of an R&D project through Farmanco Research, to 
identify the highest carbon producing enterprises.

This information helps direct you toward the areas 
of the business with the highest emissions. We are 
also beginning to integrate this information with 
other data that we collect during a farm review, to 
let you see what impact making changes might have 
on your carbon emissions and profitability. The next 
stage will be to run this through our benchmarking, 
so that you can see what hundreds of other farms 
could do, or in some cases do, to manage their 
emissions. 

Figure 1: Calculated t/CO2e/year for two Australian farms using a range of carbon calculators with farmer 
collated data presented by Kondinin Group.

Figure 2: Farmanco carbon audit example

https://www.graingrowers.com.au/wp-content/uploads/Carbon-Calculator-webinar-slide-deck.pdf
https://www.graingrowers.com.au/wp-content/uploads/Carbon-Calculator-webinar-slide-deck.pdf
https://www.graingrowers.com.au/wp-content/uploads/Carbon-Calculator-webinar-slide-deck.pdf
https://www.graingrowers.com.au/wp-content/uploads/Carbon-Calculator-webinar-slide-deck.pdf
https://www.graingrowers.com.au/wp-content/uploads/Carbon-Calculator-webinar-slide-deck.pdf
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If you’d like to learn more about what Farmanco is 
doing in this space, please contact Stacey Bell at 
stacey@farmanco.com.au or call (08) 9295 0940.

CARBON CREDITS

Something that has become apparent to us 
through our period of research in building these 
tools is that the key focus of many companies is 
how to monetise the production of carbon credits 
for your (and their) business. While the process of 
earning carbon credits can be beneficial for the 
environment, it can also be fraught with danger for 
those looking to become involved in the space in 
the hopes of benefitting from an economic gain.

In 2012, the Clean Energy Act 2011 came into 
effect, setting a price for emissions produced at 
$23/t and outlining compensation and initiative 
packages. The scheme required entities responsible 
for greater than 25,000t of greenhouse emissions 
per year to obtain emissions permits, or purchase 
carbon credits to offset this production from the 
government, unless issued free as part of industry 
assistance measures. As part of the scheme, the 
transport and agricultural industries were two of the 
exempt industries. In 2014, this Act was repealed.

There is currently no clear policy guiding the value 
of carbon credits (or debits). So, while you may 
sign a contract to dedicate a certain area of your 
property to producing carbon credits for an external 
buyer, how do you know if you are getting a good 
return for this investment? Even more importantly, 
what happens when legislation is implemented to 
take into consideration emissions outputs by all 
industries, and for this to have a rate assigned to 

be taxed? There is danger that in your haste to take 
advantage of this present carbon space, in fact, you 
are not future proofing your business.

A loss comparison point might be looking at 
carbon credits as being similar to cryptocurrency 
(e.g. bitcoin). Both are something that people 
know exist, both are something that the majority 
of people have little information, knowledge or 
understanding of, and both are something that 
people can make money from. However, where they 
differ is that cryptocurrency has a set of regulations 
and guidelines governing their purchase and sale 
and operates solely through an exchange, similar to 
the stock exchange. At present, the carbon credits 
system does not have either of these in place in 
Australia, leaving consumers to try and navigate 
their way through a private market or a direct to 
government sale.

An exercise we could do is look at cryptocurrency 
and apply the market movements of bitcoin 
through the last eight years to the carbon market, 
as an example of what could happen.

As of 7 June 2013, bitcoin mining had been 
operational for five years. To invest in this 
cryptocurrency, you would have needed AU$124 to 
purchase a single bitcoin. Fast forward to 24 June 
2021 and that same individual bitcoin is worth 
$43,089 after peaking at $81,356 midway through 
April 2021.

Currently, we are potentially sitting in the 2013 
position, where a single carbon credit may only be 
purchased for $124. If you were to sign up today to 
receive payment for a set number of carbon credits 

Figure 3: Bitcoin data courtesy of XE.com
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Figure 4: Average Auction price of Carbon Credits on the EEX market. https://www.eex.com/en/

produced by your business, you may get $124 per 
unit. However, if we fast forward eight years into 
the future (2029), those credits may then be worth 
the staggering $81,356 per unit that a single bitcoin 
was worth in April 2021. This would mean that your 
business missed out on income worth potentially 
thousands due to jumping in early with the thought 
that you’re getting money for jam.

The other danger is that in the meantime, legislation 
could be introduced determining what a unit 
of carbon credit is worth. Along with this, there 
may also be a set of industry standards produced 
through modelling that the legislation is built from. 
This means that your business may not look the 
same as when you contracted those carbon credits 
through the private market.

At the very least, you might not get the true 
potential value from your contracted emissions 
offset. In other words, you signed a contract to 
be paid less than what they are worth. As carbon 
credits are a commodity sold via auction on a 
number of exchanges, locking your business in to 
sell a set number of carbon credits at a set price for 
a set period of time (e.g. 100 years) may prevent 
your business from achieving its true potential as a 
carbon credit producer. Figure 4 shows the growth 
in the carbon credit price on the European Energy 
Exchange (EEX) since 2012. Considering that the 
Australian government set the value of a carbon 
credit at $23 in 2012, if that price had still been in 
place today, Australian carbon credit producers 
would receive approximately $18 below what the 
commodity was worth.

At worst, there is the possibility that you may over 
contract your ability to offset the emissions for both 
yourself AND the company you are contracted with. 

This may cause you to have to pay for your own 
emissions and/or some of those contracted to your 
property by the external business at a higher rate 
than what you are earning from the contract you 
have signed.

What is most concerning about this trend of 
signing contracts to offset emissions of an external 
business is the willingness for companies to jump 
on the bandwagon of promoting these emission 
credit schemes without completing any form of 
audit on the existing business, their existing carbon 
outputs and their ability to support an external 
company’s emissions. As this is an environmental 
issue, accepted by the broader population and 
then commercialised, there is a real possibility for 
agricultural businesses to come off second best 
in this space, due to the lack of due diligence 
undertaken by many companies.

Farmanco is committed to assisting clients to assess 
their current position in terms of carbon emissions 
and carbon credits through the integration of 
available best practice carbon calculators into our 
current IP. We are producing an auditing system that 
is easy for our clients to understand and developing 
a benchmarking series to determine what is best 
practice for carbon emissions. This will allow clients 
to determine where they sit in relation to other 
businesses in their markets.  


