
Submission to the Productivity Commission  

I congratulate the Commission on a clearly presented and thorough investigation of how to move 
New Zealand to a low carbon economy.  There are, however, a couple of issues that I would like to 
bring to the Commission’s attention.   

1. Agricultural emissions 

Finding 10.9 suggests that applying a price to agricultural emissions will incentivise farmers to 
adopt mitigation options – even though (Finding 10.4) the Commission recognises that only 
modest reductions are possible given current technologies, and that our largest farming sector 
(sheep and beef) has very few options for mitigation. 

Finding 10.9 also suggests that an emissions price will encourage private investors to develop 
mitigation technologies.   

The Commission further finds (pg 253) that “private landowners are guided by the prospective 
profitability of alternatives in deciding how to use their land”. 

Much research in the social sciences has shown that decision makers are rarely solely motivated 
by profitability.  Granovetter, for example, concludes agents have both “…simultaneous 
economic and non-economic motives” (Granovetter, 2005:38).  A study that I undertook that 
looked at the outcomes of the Lake Taupo Nitrogen Trading programme (Spicer, 2017) found 
that land-use decisions under these regulations were driven by both financial as well as non-
financial factors.  The latter resulted in farmers making land-use decisions that were sometimes 
counter-intuitive - for example: destocking without apparent investment in other (on-farm) 
forms of income, semi-retirement with reduced stocking levels, investment outside of the 
farming sector, and investment in “unregulated” land outside of the Catchment.  Overall, 42% of 
the land in the study area underwent change of this type while on 32% of the area land-use 
change of the type expected under the regulations (such as conversion to forestry, rural sub-
division or to dairy/dairy support) occurred.  You will be aware that this land-use change was 
driven, in part, by the $81m fund established by local and central government to reduce the 
total Catchment load of nitrogen discharged to groundwater.  Additional, important drivers 
included: lack of mitigation and land-use alternatives (despite significant research effort), farmer 
age (the NZ average is high), farmer aims/motivations (see Fairweather and Keating, 1994), the 
need, under Kaitiakitanga, to maintain a balance between “human, material and non-material 
elements” (Kawharu, 2000:349), and farm size (particularly farms 350 ha or less – i.e. the 
average size of sheep and beef farms in NZ (Beef and Lamb, 2017)).   

Two other important drivers were found to be OVERSEER and related environmental regulations.  
In this study it became apparent that OVERSEER was acting as a gatekeeper to the land-uses that 
could be implemented, as well as acting as a deterrent to informal innovation and to business 
investment.  If farmers wished to implement a land-use or mitigation that was not included in 
OVERSEER then they would have to pay for the required research.  The same applied to potential 
business investors.  One interviewee told how a business wanting to invest in biofuel production 
and manufacture in the Taupo Catchment was deterred by the “hurdle” of getting biofuel 
production included in OVERSEER.   

The cumulative effect of environmental regulations is also having an effect on land-owner 
decision making.  Water-take regulations (Variation Six), in combination with the nitrogen limits 



in place (Variation 5) have had a dampening effect on the likelihood of further conversions from 
sheep and beef to dairy.   

These latter two drivers, combined with the age of current farmers, farmer aims, the size of 
farms and the lack of viable land-use and mitigation alternatives, I suggest, could have a strong 
bearing on how land owners will respond to carbon emissions trading.  Drivers such as these, of 
course, operate in addition to (not instead of) financial incentives such as the price of carbon. 

I recommend, therefore, that a survey of farmer intentions be undertaken to assess the likely 
responses of farmers to agriculture being included in the emissions trading scheme, and the 
effects of different carbon prices.   

2. Permanent sequestration 

The Commission suggests that government research funds should be directed towards finding 
technologies that can assist with cutting greenhouse gas emissions (Finding 5.7).  

One area that doesn’t receive a lot of attention in the report is permanent sequestration of 
carbon.  Planting trees is accepted as a means of meeting NZs obligations under the Paris 
Agreement (pg. 294) but long term this is not a viable method of sequestration of carbon.  Work 
on permanent sequestration urgently needs to get underway. 

One method highlighted in the literature is to capture carbon through tree growth and then to 
sequester the wood produced by the trees by burying it, or by depositing it at the bottom of the 
ocean.  A retired scientist in Christchurch has suggested a scheme which neatly combines 
permanent sequestration with excess nutrient removal from surface water (Dr. Graeme Coles, 
pers. comm), using carefully planned riparian plantings.  Extraction of nutrients is achieved by 
three strips of plantings (coppiced trees, forage shrubs, and native (preferably endemic) 
species).  Permanent sequestration is achieved by coppicing, densifying the wood and placing 
that wood in deep-sea trenches.  There will undoubtably be other, similar, ideas in existence and 
it is to be hoped that these can be captured in some way and evaluated.  The sooner that 
permanent sequestration trials can begin the better for a fast warming world. 

3. The well-being of New Zealanders 

The aim of the inquiry refers to “continuing to grow incomes and wellbeing” while lowering New 
Zealand’s greenhouse gas emissions.  The report findings are well set out but I suggest it would 
be easier to understand how the recommendations of the Commission will contribute to 
growing incomes and wellbeing if the effects on GDP were explained.  What, for instance, would 
be the effect on dairy and meat exports and on tourism and technology?  What are the 
emissions/$ of GDP for each of these sectors?  Which sectors are most greenhouse gas friendly?  
Without information about the effects at the national level it is difficult to know whether the 
aim of growing incomes and wellbeing can be achieved. 
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