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Overview 

 This presentation considers how entities in Australia’s land sector can be 

encouraged to mitigate greenhouse gas (‘GHG’) emissions in a way that also 

promotes sustainable land-use practices, by: 

 

 Examining how the Emissions Reduction Fund (‘ERF’) provides direct financial 

assistance to the land sector to mitigate GHG emissions; and 

 

 Considering how a carbon tax could be used to improve the environmental 

outcomes expected to arise from the ERF. 

 

 

 

 



Australia’s Emissions Reduction Fund 

 The Carbon Credits (Carbon Farming Initiative) Act 2011 (Cth) was amended 

in 2014 to establish the ERF. 

 

 Entities may receive financial assistance from the ERF to voluntarily 

implement projects that mitigate GHG emissions. 

 

 To receive funding, entities must: 

 Successfully apply for, and be issued with, ‘carbon credits’ from the Clean Energy 

Regulator for their project; and 

 Sell those carbon credits to the Australian Government at a reverse auction.  

 



Results from the first ERF Auction: 

Participation of Land Sector Entities 

 At the first ERF Auction in April 2015, the Australian Government purchased 

carbon credits from GHG emitters that represented GHG emissions savings of 

more than 47 million tonnes. 

 Approximately 60% of these savings result from projects that will be 

implemented in the land sector, such as:  

 sequestration (28 million tonnes),  

 savannah burning (0.3 million tonnes), and  

 capture of methane gas from piggeries 

(0.5 million tonnes).  

 

 The average price of a carbon credit 

(equivalent to 1 tonne GHG emissions)  

was $13.95. 

 



Problems for Land Sector Entities Under 

the ERF 

Problems arising from the way that the ERF applies to entities in the land sector 

include: 

 

 Limited availability of ‘least cost’ abatement projects over the long term; 

 

 Minimal reward for projects based on existing ‘climate resilient’ or 

sustainable land-use practices; and 

 

 Risk of perverse outcomes. 



How Can A Carbon Tax Improve Results in 

the Land Sector? 

 A carbon tax is more likely that the ERF to encourage mitigation of GHG 

emissions in the land sector in a way that promotes sustainable land-use 

practices, because it can: 

 Generate greater demand for land sector generated carbon credits; 

 Increase the price of carbon credits, leading to greater variety of viable projects; 

 Provide greater pricing certainty to promote long term investments; and 

 Encourage land sector entities to mitigation GHG  

emissions generally, outside of specific projects.  
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 In the long term, the ERF is unlikely  

to encourage substantial mitigation  

of GHG emissions from the  

land sector. 

 

 

 A carbon tax could encourage 

greater emissions mitigation in the 

land sector, in a way that will also 

promote sustainable land-use 

practices.  

 


