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The 70 per cent target in the
Climate Act is the reference point
for the Danish Climate policy

Million tonnes of CO,e

70% —» - 2.5million
tonnes of
CO.e

2010 2022 2030

Corrections in relation to initial
baseline of 5.4 million tonnes of
CO.e

Future EU-regulation (ETS-II)

Agreement on Green Aviation in Denmark
Increased diesel taxation

Correction of low-lying soils

Reduction gap 2.5
CO,e = CO, equivalents

covering CO,, methane,
nitrous oxide etc.



Three different climate targets




Forestry etc.
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Models that
balance the principles
of the Climate Act

Focus on:

» Consistent regulation across the
economy.

* Long-term regulation aimed at
both 2030 and 2045 targets.

» Address guiding principles like;
existing industry structure,
leakage, social cohesion and
public finances.

Economic
efficiency

|
Economic efficiency
(Low shadow prices)

Other
considerations

|
E.g.,
leakage
E.g., changes in
industry structure



Three ways to structure a CO,e tax system for agriculture

3 model types with various considerations




Commonalities across the three models
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CO.e tax, DKK per tonne (livestock and fertiliser)

3.2 million tonnes of
CO.e in 2030 (6 million in
2045)

Reductions. 53 per cent
from structural effects

pkk 150 per tonnes of
CO.e

Economic cost (shadow
price)

DKK 5.9 billion

Economic consequences
for the sector

DKK 1.2 billion

Tax revenue

124% 100%

2030 target  LULUCF

100%

EU’s Effort Sharing
Regulation

-9%

Changes in land prices incl.
subsidies for afforestation



CO.e tax, DKK per tonne (livestock and fertiliser)

28 million tonnes of

CO.e in 2030 (5.5 million in

2045)

Reductions. 35 percent
from structural effects

DKk 250 per tonne of
CO.e

Economic cost (shadow
price)

DKK 3.7 nbillion

Economic consequences
for the sector

DKK =0.5 billion

Tax revenue

113% 100%

2030 target  LULUCF

100%

EU’s Effort Sharing
Regulation

+4%

Changes in land prices incl.
subsidies for afforestation



CO.e tax, DKK per tonne

fertiliser

CO.e tax, DKK per tonne

livestock

2.6 million tonnes of
CO.e in 2030 (5 million in
2045)

Reductions. 30 percent
from structural effects

475 prk per tonne of
CO.e in 2030

Economic cost (shadow
price)

1.9 billion DKK

Economic consequences
for the sector

=2.0 billion DKK

Tax revenue

106%  92%

2030 target LULUCF

100%

EU’s Effort Sharing
Regulation

+7%

Changes in land prices incl.
subsidies for afforestation



Expected decrease in production

Decrease in production, per cent
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Impact on employment

In isolation, employment in the agricultural
sector will fall by approx. 10 pct. in model
1 and 2 pct. in model 3.

This is equivalent to 0.25 pct. and 0.05
pct., respectively, of overall Danish
employment.

The decline in employment in the
agricultural sector is matched by
increases in other industries.

None of the models significantly affect the
income distribution.




Expected price increases for goods produced in Denmark

Price increase, DKK Price increase, DKK
7 - 7
5 m Model 1 ® Model 2a m Model 3a L6
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500 grams of ground beef (with DKK 45 500 grams of minced pork (with DKK 25

: . 1 litre of milk (with DKK 13 as baseline)
as baseline) as baseline)
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Model 1 Model 2 Model 3

750 pr. ton CO.e 375 pr. ton CO.e 125 pr. ton CO,e




Green “three-party agreement”




Green “three-party agreement”

“Model 3" with a 60% base deduction from 2030
“Model 2" with a 60% base deduction from 2035
Subsidy to reduced use of fertilizer at 750 kr/tons COZ2-eq
40 bill. Dkk (appr. 5.3 bill euros) to a fund for afforestation,

wetting of carbon-rich soils and land-use changes (related to
nitrogen leaching) + 10 bill. DKK from The Novo foundation.
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Questions
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