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Two Targets, No Emissions Reduction Plan 
• New Zealand has three emissions reduction targets: 

- 2008 to 2012: A return to 1990 emissions levels. 
- 2020: A 5% reduction on 1990 emissions levels. 
- 2050: A 50% reduction on 1990 emissions levels.   

 

• A UN agreement that New Zealand signed in 2010 stated that countries 
“should develop low-carbon development strategies or plans” in order to 
deliver on targets.  New Zealand soon after declared that it did not intend to 
create a low carbon development plan and did not have such a strategy.i   

 

Government Policies Cut Gross Emissions by Half a Percent 
The Emissions Trading Scheme (ETS) is the tool the government relies on to 
influence emissions.  It started as a weak scheme that imposed little penalty on 
polluters, but was scheduled to ramp up.  Instead, in 2012 the ramp was removed 
through a change of law and the carbon price was allowed to fall to below $1/tonne of 
carbon.ii  In consequence, Environment Ministry projections are that:iii  

• In 2020 , gross emissions will be just 0.6% lower than if the government had 
taken no action – no ETS or any other policy. 

• In 2030 , gross emissions will be just 0.4% lower than if the government had 
taken no action. 

 

Agriculture the Big Driver of Future Emissions Growth  
Gross emissions have risen 26% since 1990 and are officially projected to be 42% 
above that benchmark by 2030.  While energy use has been the biggest driver to 
date of this increase, it is agriculture that dominates the future growth of emissions.iv 

• Three quarters (77%) of the growth in emissions between now and 2030 is 
projected to come from agricultural gases (essentially dairying). Agriculture 
pays no charges for its 49% share of total emissions now, or in 2030.v 

• Additional emissions from energy (mostly transport) will contribute only 15% 
of the total growth.  

 

2020 Target to be Overshot by 33% 
New Zealand’s 2020 emissions target – to go 5% below 1990 levels - has been set 
outside the Kyoto Protocol and is instead a non-binding pledge to other countries.  It 
is independently rated as “inadequate” (and fifth to bottom of those assessed), 
relative to the cuts required from each country to hold the temperature rise below 2 
degrees Celsius.vi  Analysis of Ministry for the Environment projections shows that:vii   

• New Zealand’s gross emissions are expected to be 33% in excess of its 2020 
target.  That is, 168 megatonnes of CO2 equivalent (Mt of carbon) greater 
than the target would allow for during the period from 2013 to 2020. 

• When carbon absorbed by crop forests is also counted, this roughly halves 
the overshoot to 15% - or 78 Mt on what the government terms a ‘net’ 
emissions basis.  However, while those trees are absorbing carbon today, 
they are planned to be cut down in the 2020s and the bulk of the carbon will 
then be released again. So counting the trees largely just shifts the time at 
which the cost of making up for the overshoot needs to be paid.   
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Most of the Bill for Excess Emissions put on the Credit Card  
The cost of making up the 168 Mt overshoot depends on how the emissions in 
excess of the 2020 target are offset.  New Zealand is planning to address only the 78 
Mt of ‘net’ emissions during the period to 2020 and to use essentially just 
international carbon credits.viii  The government has accumulated a large quantity of 
these, primarily as a result of such credits being used by companies to meet ETS 
obligations (instead of cutting emissions or buying local carbon credits).  International 
carbon credits accounted for 99% of those surrendered in 2013 and were available at 
an average cost that year of less that 50c a unit, with most being of dubious 
environmental integrity.ix  The government expects it will hold 90 Mt worth of such 
credits that will not be needed to meet its pledge for the first Kyoto period from 2008 
to 2012.x  So one possibility is that it “carries over” enough credits to offset the first 
78 Mt of emissions New Zealand is expected to exceed its 2020 target by.   
 
Another possibility is that other countries will say that, as New Zealand has failed to 
take a commitment under the Kyoto Protocol for its 2020 target, it should not rely on 
its stash of cheap credits from the first Kyoto period to wipe this part of the overshoot 
– as would be open to a country that commits under the Protocol.  That would then 
test whether New Zealand’s pledge is one simply on terms set by New Zealand, or 
whether it would meet the overshoot another way (eg: purchasing new credits). 
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At some point in the future New Zealand will also have to make up for the bulk of the 
other 90 Mt of excess emissions that is temporarily soaked up by crop forests but 
comes due when they are cut.xi  One option would be to plant new permanent forests 
and New Zealand may also be able to purchase new carbon credits.  The European 
Commission and the UK government are planning on the assumption that carbon 
prices will be NZ$40/tonne in 2020 and steadily rise to between NZ$150 and nearly 
NZ$600 a tonne by 2050.xii  Even at $40/tonne, the extra 90 Mt represents a $3.6 
billion contingent liability.  Then there is another 92 Mt contingent liability from the 
first Kyoto period when crop forests were similarly used to offset a 20% overshoot – 
and so another $3.6 billion, less a minor portion of the liability held by foresters.xiii   
 
The overall effect is to put much of the cost of today’s excess emissions on to 
tomorrow’s taxpayers.  The majority of the bill for failing to reduce gross emissions in 
line with the first Kyoto target and the 2020 target is being put on the credit card. 
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ETS:  A Tax that is in Debt 
During the first five years of the ETS (2008 to 2012), the government gave out 121 
Mt worth of local carbon credits (NZUs) and received only 47 Mt of carbon credits 
back as payment for ETS obligations – a 74 Mt deficit.xiv  A significant proportion of 
the credits given out recognised carbon absorbed by forests, but the majority were 
simply gifts (portions of which were also tagged as compensation).  The overall result 
was a carbon tax scheme that instead of earning income for the government, chalked 
up a major liability.   
 
After 2012, the ETS has brought in net “revenue” equivalent to 7 Mt a year of carbon 
credits of various forms.xv  However, as the great majority of that revenue has been 
international carbon credits, the number of NZUs that have been issued but not 
surrendered has been shooting up.  As the government now accounts for the ETS in 
terms of NZUs alone, so the government’s ETS liability has been rising too.  In June 
2014, the net balance of NZUs outstanding was equivalent to 113 Mt.  The 
government’s $351 million book value of this liability is based on recent very low 
prices.xvi  But NZUs can be used well into the future and at a future carbon price of 
$25/tonne, the liability would be worth $2.8 billion, or $4.5 billion at $40/tonne. 
 

Required Reforms 
• A Carbon Budgeting process is essential to planning for serious 

emission reductions.  It details the expected carbon flows and how these can 
be reduced by practical actions.  Pressure will mount on New Zealand to 
actually reduce emissions and achieve quantitative targets.  Carbon 
budgeting takes targets, assesses the options, and describes an overall plan 
for achieving those outcomes.  It integrates pricing tools such as the ETS with 
complementary measures.xvii  

• An independent Climate Commission needs to be established to 
undertake the budgeting process and recommend Carbon Budgets to 
government.  

• Legislation is required to establish the Climate Commission and lock in 
emissions reduction targets at key intervals.  In between these milestones, a 
series of five-year budgets are progressively struck that guide decarbonising 
of the economy within the legislated boundaries.xviii  
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