
 



A   Rational   and   Just   Transition   to   a   Low-Carbon   Economy  
 
The   science   is   clear:   we   are   facing   a   climate   emergency.   As   a   planet,   we    either    need   to   get  
carbon   emissions   to   zero   later   this   century    or    prepare   to   face   a   rate   of   warming   unprecedented  
in   the   history   of   humankind.   
 
New   Zealand   can’t   rely   on   the   rest   of   the   world   to   get   its   act   together   in   time   to   limit   warming   to  
1.5   or   even   2   degrees.   As   a   small   country,   the   rational   place   to   start   is   to   do    both .   We   urgently  
need   to   reduce   emissions    and    prepare   for   a   warming   globe.  
 
Luckily,   there   are   a   lot   of   win/win   actions   we   can   take.   We   have   already   discussed   the   win/win   of  
building   denser   cities   in    Building   Aotearoa,   TOP’s   Policy   for   Sustainable   Housing   and   Urban  
Development .   Likewise,   energy   security   will   definitely   help   us   plan   for   an   uncertain   future.   For  
New   Zealand,   the   most   cost-effective   sources   of   energy   security   are   likely   to   be   renewables  
such   as   biomass   and   wind   power   coupled   with   energy   storage   such   as   batteries,   hydrogen   or  
pumped   hydro.   
 
Some   people   think   the   solution   is   banning   things.   Some   want   to   ban   flying,   or   driving   SUVs.  
Others   want   to   ban   coal,   or   coal   mining,   or   exploring   for   oil   and   gas.   Some   of   the   Government’s  
recent   proposals   around   process   heat   use   this   approach.    But   in   a   dynamic   modern   world,  
banning   things   can   have   negative   side   effects.   
 
Take   the   Government’s   oil   and   gas   ban   for   example.   This   was   seen   by   many   as   a   clear   win   for  
the   climate,   but   the    Parliamentary   Commissioner   for   the   Environment’s   report    shows   it   is   much  
more   complex   than   that.   
 
Let’s   take   a   look   at   the   big   picture   of   the   transition   before   we   launch   into   the   detail   of   what   is  
required   in   each   area.   
 
Overview  
 
There   are   seven   key   principles   of   the   transition:  

1. Individuals   and   households   should   be   encouraged   to   “vote   with   their   wallet”   and   do   what  
they   can.   However,   this   will   only   ever   achieve   a   fraction   of   what   is   required.   Systemic  
incentives   and   disincentives   put   in   place   by   both   the   financial   sector   and   the  
Government   (central   and   local)   are   required.   

2. Achieving   emission   reductions   that   are   at   least   consistent   with   the   Paris   Agreement  
requires   making   the   ‘right’   investments   (investments   in   assets   that   will   result   in   reduced  
emissions)   in   a   timely   manner.   

3. It   also   requires   avoiding   ‘lock-in’   (i.e.   not   making   long   lived   investments   that   will   either  
lock   us   into   high   emissions   for   many   decades   to   come   and/or   create   substantial  
stranded   assets   and   economic   loss).  

4. Harnessing   the   financial   sector   to   incentivize   the   ‘right’   investments   and   block   the  
‘wrong’   investments   is   an   efficient   and   effective   way   forward.  

5. A   carbon   price,   a   nitrogen   tax   and   regulations   such   as   fuel   efficiency   standards   are  
essentially   sticks;   they   are   necessary,   but   carrots   that   provide   positive   assistance   to  
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those   wanting   to   make   the   ‘right’   investment   decisions   are   likely   to   be   even   more  
effective   at   bringing   about   change.  

6. Carbon   sequestration   gains   us   time   but   does   not   address   the   fundamental   change  
required,   namely   reducing   our   gross   emissions   of   GHGs.   We   must   get   long-lived   gases  
to   zero.   

7. Reducing   our   emissions   of   GHGs   will   result   in   significant   social   and   economic   changes  
for   some   people:   this   should   be   openly   acknowledged   and   we   should   reassure   these  
people   that   as   a   community   we   will   support   them   through   the   changes   they   are   being  
required   to   make.   

 
There   is   no   one   size   fits   all   policy   that   will   ensure   the   transition   to   a   low   carbon   economy.   A  
range   of   tools   will   be   needed   as   different   actions   are   likely   to   work   in   different   parts   of   the  
economy.   The   table   below   summarises   the   different   policies   needed.   
 
In   the   top   row   of   the   table   below   we   have   listed   the   seven   major   sources   of   greenhouse   gases  
in   this   country.   Transport   infrastructure   is   mentioned   separately   as   this   determines   which  
vehicles   can   run.   All   of   the   7   listed   sectors   involve   long-lived   assets   and   therefore   the   danger   of  
‘lock-in’   if   the   ‘wrong’   investments   are   not   avoided   or   blocked.   In   the   columns   we   set   out   the  
different   policy   responses   that   are   needed   to   reduce   emissions   in   each   sector.   
 
  



Effectiveness   of   policy   measures   at   reducing   emissions   from   different   sectors  
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We   will   now   go   through   each   of   these   policy   approaches   in   turn.   
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Raise   the   price   of   carbon  
 
A   far   superior   solution   to   banning   things   is   to   increase   the   price   of   carbon.   Of   course,   that   isn’t  
as   politically   sexy,   but   at   least   it   would   help   avoid   unexpected   and   unpleasant   side   effects.   
 
How   high   should   we   let   the   price   of   carbon   rise?   In   New   Zealand,   it   has   been   previously   capped  
at   $25   per   tonne,   which   is   pitifully   low.   In   the   EU,   it   has   been   in   the   $40-50   a   tonne   range   for  
some   time.   The   Government   will   raise   the   cap   to   $35   then   $50   per   tonne   over   the   next   few  
years,   but   even   that   is   too   unambitious   to   get   real   change   happening.   And   given   how   long   we  
have   dragged   our   feet   on   reducing   emissions,   real   change   is   urgently   needed.   
 
If   the   global   market   were   working   effectively,   the   price   of   carbon   would   be    at   least   $75   per  
tonne .   We   are   only   likely   to   see   process   heat   users   switch   from   coal   to   electricity   and   biomass  
at   a    price   above   $60   per   tonne .   In   other   words,   a   price   above   this   level   would   mean   a   move  
away   from   burning   coal   to   make   milk   powder.   Instead   it   would   be   economic   to   invest   in   biomass  
or   electricity   from   low-emission   sources   such   as   biomass,   wind,   geothermal   and   green  
hydrogen   to   achieve   the   same   outcome.   This   is   the   most   obvious   way   to   rapidly   reduce   our  
emissions.   
 
So   how   do   we   get   the   price   of   carbon   up?   The   Government’s   proposal   of   getting   rid   of   the   price  
ceiling   of   $25   per   tonne   and   introducing   a   cap   on   auctioning   credits   is   a   no-brainer.   It   is   also  
important   to   only   enter   into   international   carbon   markets   that   have   real   credibility   in   terms   of  
emissions   reductions.   
 
However,   as   mentioned   above   they   are   proposing    new   price   ceilings    which   are   equally   unhelpful  
because   above   this   price   the   cap   won’t   function.   The   price   ceiling   should   be   above   $60   per  
tonne,   if   we   have   one   at   all.   
 
However,   even   with   a   higher   price   ceiling   the   carbon   price   is   likely   to   be   constrained   by   two  
factors;   the   number   of   free   credits   allocated   to   large   emitters,   and   the   unlimited   availability   of  
forestry   offsets   in   New   Zealand.   
 
Phasing   out   Free   Credits  
 
Currently   companies   that   qualify   for   being   Emissions   Intensive   and   Trade   Exposed   receive   a  
significant   proportion   of   their   emission   credits   for   free.   The   current   Government   plans   to   phase  
this   out   slowly;   some   companies   would   still   be   receiving   a   subsidy   in   2100.   The   Parliamentary  
Commissioner   for   the   Environment   has   called   for    this   practice   to   be   phased   out   more   quickly  
than   currently   planned    as   it   is   effectively   a   subsidy   on   large   emitters   that   the   rest   of   the   country  
bears.   
 
TOP   agrees   with   the   need   to   phase   this   out,   and   would   put   a   border   adjustment   levy   in   place  
instead,   much   like   we   do   for   GST.   Emissions   intensity   of   imports   would   be   estimated,   but  
companies   could   apply   for   a   reduction   if   they   can   show   they   have   mitigated   emissions   below   the  
average   for   their   sector   or   have   already   paid   some   sort   of   carbon   charge   overseas.   
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Forestry  
 
As   the   price   of   carbon   rises   people   will   simply   buy   sheep   and   beef   farms   and   convert   them   to  
pine   plantation   forestry.   This   is   especially   likely   near   ports.   Based   on   the   current   Government’s  
policies,   this   is   the   most   likely   way   we   will   reduce   our   net   emissions   in   the   near   future.   And   it   is  
no   surprise,   planting   trees   is   all   the   three   coalition   partners   can   agree   on.   
 
We   are   the   only   country   in   the   world   that   allows   unlimited   forestry   offsets.   The    Parliamentary  
Commissioner   for   the   Environment    has   recommended   ending   this   practice,   and   instead   only  
using   trees   to   offset   agricultural   emissions.   This   makes   sense.   While   we   must   reduce   methane  
emissions,   the   evidence   is   clear   that   the   priority   should   be   getting   the   emissions   of   long   lived  
gases   to   zero   as   soon   as   possible.   That   means   the   focus   should   be   on   nitrous   oxide   from  
agriculture   and   carbon   dioxide   from   fossil   fuels.   If   we   take   forestry   out   of   the   Emissions   Trading  
Scheme   and   limit   it   to   offsetting   agricultural   emissions,   the   price   of   carbon   should   start   to   rise  
steeply.   We   will   come   back   to   this   point   under   agricultural   policies.   Alternatively   there   could   be   a  
limit   to   the   use   of   forestry   offsets   in   the   scheme,   or   an   ‘exchange   rate’   between   credits   from  
carbon   farming   and   emissions.   TOP   would   certainly   support   limiting   the   use   of   credits   from  
plantation   pine.   
 
Ironically   such   a   change   would   make   it   more   likely   that   New   Zealand   could   trade   carbon   credits  
with   credible   overseas   markets   like   the   EU.   Their   scheme   has   a   cap   on   the   credits   allowed   from  
forestry.   
 
As   an   aside   if   the   carbon   price   does   rise   over   $60   per   tonne   we   are   more   likely   to   see   erosion  
prone   land   converting   to   native   forest.   This   is   more   likely   to   help   achieve   water   quality   and  
biodiversity   goals   than   plantation   pine   forest,   and   hence   is   more   likely   to   be   acceptable   to   the  
New   Zealand   public.   
 
A   much   higher   carbon   price   is   a   key   piece   of   the   puzzle,   but   alone   it   is   not   sufficient.   A   higher  
carbon   price   would   generate   the   Crown   some   serious   revenue.   The   Government   plans   to  
auction   90   million   credits   between   2022   and   2025.   Assuming   they   are   sold   for   $35   per   tonne,  
doubling   that   price   to   $70   per   tonne   would   raise   an   extra   $3billion   over   3   years.   TOP   would  
reinvest   this   money   in   the   schemes   below.   Any   money   left   over   would   be   used   to   compensate  
low   income   people   for   the   higher   carbon   price.   
 
Sustainable   Housing   and   Urban   Development   
 
Urban   form   is   crucial   to   transport   energy   use   -   TOP’s   Housing   Supply   and   Urban   Form   policy  
(Building   Aotearoa)   is   the   way   forward   here.   To   reduce   emissions   we   must   build   more   energy  
efficient   housing   and   increase   the   density   of   our   cities   around   public   and   active   transport  
networks.   To   achieve   that   we   propose   an   Urban   Development   Authority   that   can   lead   on  
planning   within   cities   that   integrates   housing   and   transport.   Drawing   on   Auckland’s   Unitary   Plan,  
higher   density,   heat   efficient   housing   would   be   allowed   in   cities   to   replace   older   low   density   and  
inefficient   housing.   This   would   reduce   emissions   from   both   heating   and   transport.   
 

https://www.pce.parliament.nz/publications/farms-forests-and-fossil-fuels-the-next-great-landscape-transformation
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This   will   require   replacing   the   Resource   Management   Act   with   a   new   Urban   Development   Act  
which   would   apply   in   our   cities.   Local   Government   infrastructure   funding   must   be   increased   in  
order   to   allow   the   investment   in   infrastructure   required   (e.g.   water   pipes).   Finally   we   must   also  
reform   the   building   industry   itself,   ensuring   we   have   the   skills   and   materials   needed   to   build  
more   energy   efficient   housing   at   a   price   people   can   afford.   In   particular   changes   to   the   building  
code   will   allow   energy   efficient   materials   from   overseas   to   be   available   more   cheaply   here.   
 
You   can   find   Building   Aotearoa   -   TOP’s   Sustainable   Housing   and   Urban   Development   policy  
here .   
 
Infrastructure   Funding   Decisions  
 
Infrastructure   is   long   lasting.   We   must   plan   for   a   net   zero   emissions   future    now    in   order   to   avoid  
lock   in.   We   can’t   afford   to   politicise   infrastructure   decisions.   Infrastructure   business   cases   must  
be   independently   prepared   and   made   public   and   transparent.   They   must   include   an   assessment  
of   the   implications   for   our   carbon   emissions.   If   the   carbon   price   doesn’t   rise   significantly   as  
discussed   above,   the   price   used   for   the   calculations   should   be   the   social   cost   of   carbon.   
 
Ideally   politicians   would   be   removed   from   the   process   of   making   infrastructure   decisions  
entirely.   However   at   the   very   least,   if   people   can   see   what   has   been   funded   and   what    hasn’t     so  
that   people   understand   the   opportunity   cost.   
 
There   are   a   number   of   different   areas   of   infrastructure   investment   to   consider.   
 
Internet  
 
In   light   of   COVID   we   can   clearly   see   that   internet   is   now   core   infrastructure,   does   offer  
opportunities   to   reduce   emissions   (teleconferencing)   and   is   essential   for   ensuring   a   just  
transition.   
 
Transport  
 
Under   our   Sustainable   Housing   and   Urban   Development   policy   it   will   be   easier   to   create   public  
and   active   transport   infrastructure   in   our   cities.   
 
As   noted   above,   transport   investments   need   to   have   independently   prepared   business   cases.  
They   should   be   public   to   allow   people   to   compare   investments   with   the   alternatives.   The   funding  
of   transport   infrastructure   should   aim   to   be   neutral   across   different   modes.   
 
The   funding   of   transport   infrastructure   should   at   least   partly   come   from   congestion   charging.  
Congestion   charging   not   only   raises   money,   but   also   reduces   demands   on   the   infrastructure,  
requiring   less   to   be   built.   This   is   also   a   way   to   reduce   our   reliance   on   petrol   levies   as   that   falls.   
 
There   is   also   considerable   scope   for   technology   to   help   reduce   emissions,   such   as   through  
dynamically   priced   parking,   driverless   cars/   vans   and   ride   sharing   apps.   
 

https://www.top.org.nz/building_aotearoa_new_zealand


Investing   in   the   electricity   grid  
 
Currently   the   Electricity   Authority   has   a   remit   to   oversee   the   price   and   security   of   supply   for  
electricity.   We   need   to   broaden   the   remit   of   the   Electricity   Authority   to   include   reducing  
emissions.   
 
The   first   and   most   obvious   place   to   put   the   money   in   electricity   infrastructure   would   be   to   hook  
Fonterra   and   other   process   heat   users   up   to   the   grid.   The   heat   users   should   pay   the   market  
price   for   electricity.   However,   there   is   a   case   for   using   some   revenue   from   a   carbon   price   to  
cover   the   infrastructure   set-up   costs.   
 
We   also   need   to   ensure   cost-reflective   pricing   of   electricity.   The   Electricity   Authority   is   currently  
reviewing   both   transmission   and   distribution   pricing.   Transmission   and   distribution   issues   are  
interrelated.   Proper   pricing   creates   the   right   incentives   to   use   other   innovations   (e.g.   demand  
management,   solar   panels,   smart   grids)   at   the   right   place   and   time.   
 
The   transmission   pricing   review   in   particular   will   have   a   big   part   to   play   in   Rio   Tinto   Group’s  
decision   over   the   Tiwai   Point   aluminium   smelter.   As   a   country,   we   shouldn’t   subsidise   the  
smelter,   but   nor   should   Tiwai   pay   for   the   cost   of   transmitting   power   to   Northland.   Of   course,  
many   politicians   are   concerned   about   the   other   potential   solution   to   this   issue   –   raising   the   price  
of   electricity   in   Northland   and   Auckland.   But   if   nothing   changes,   we   will   see   even   higher   prices  
in   the   long   term.   
 
Changing   transmission   pricing   would   impact   on   some   poorer   communities,   such   as   Northland  
and   the   Ea st   Coast.   Luckily,   these   are   the   areas   that   would   most   benefit   from   experimenting  
with   microgrids   using   locally   generated   renewable   energy.   We   should   be   using   carbon   revenues  
to   invest   in   these   areas   as   a   testing   ground.   We   also   need   to   make   it   easier   for   such  
communities   to   invest   in   generating   their   own   electricity.   
 
We   need   to   encourage   innovation   within   the   sector.   Currently   the   regulation   of   lines   companies  
prevents   this.   The   incentives   on   the   gentailers   are   to   simply   increase   the   use   of   electricity.   A  
cost   effective   transition   to   renewable   energy   requires   some   effort   on   demand   management.   It   is  
likely   to   be   the   lines   companies   that   have   the   best   incentives   to   think   about   that.   
 
Recent   price   fluctuations   have   also   underlined   the   need   to   split   the   gentailers   e.g.   by   ensuring  
there   is   a   decent   futures   market.   
 
Energy   and   resource   efficiency  
 
The   other   big   area   where   New   Zealand   is   really   behind   the   eight   ball   is   energy   and   resource  
efficiency.   Our   houses    have   been   described   by   some   as   ‘wooden   tents’.   They   are   damp   and  
hard   to   heat,   and   our   children   end   up   in   hospital   as   a   result.   While   our   Sustainable   Housing   and  
Urban   Development   policy   would   solve   this   problem   for   new   builds,   we   also   need   to   bring   our  
existing   housing   stock   upto   scratch.   Improvements   that   improve   energy   efficiency   should   at  
least   be   able   to   be   written   off   (as   “like   for   like”   maintenance   is   now).    Note   that   in   some   cases   it  



may   be   cheaper   to   build   new,   and   our   Sustainable   Housing   and   Urban   Development   policy  
allows   and   encourages   that.   
 
Likewise,   many   of   our   businesses   could   save   money   and   reduce   their   environmental   footprint  
just   by   being   more   efficient   with   their   energy   and   resources.   Money   is   lying   on   the   ground   and  
we   are   ignoring   it.   
 
In   2011,   the   Sustainable   Business   Council   recommended    expanding   an   Energy   Efficiency   and  
Conservation   Authority-type   agency    to   help   Kiwi   households,   farms   and   businesses   improve  
their   energy   and   resource   efficiency.   We   don’t   need   a   whole   new   agency,   but   in   general   it   was  
and   remains   a   great   idea   and   it   is   surprising   the   Government’s   ambition   remains   so   low   on   this  
front.   As   noted   below   fuel   efficiency   is   a   massive   opportunity,   so   transport   should   be   included  
also.   
 
This   programme   could   also   be   the   springboard   to   a   wider   conversation   about   a   move   to   a  
circular   economy.   We   need   to   get   local   businesses   working   together   and   finding   ways   to  
eliminate   their   waste.   To paraphrase   a   popular   aphorism,   one   business’s   waste   is   another’s  
low-cost   input.   
 
Finance  
 
The   Finance   sector   is   a   powerful   tool   that   needs   to   be   harnessed   to   shift   investment   towards   a  
low   carbon   future.   Through   their   lending   banks   can   influence   what   investments   businesses  
make.   Providing   certainty   encourages   investment,   but   up   until   recently   there   has   been   little  
certainty   about   the   carbon   price.   
 
Climate   is   a   major   financial   risk   that   needs   managing.   The   Reserve   Bank   has   already   made   a  
start   on   the    back   of   its   own   initiative ,   but   more   action   will   be   needed.   Managing   climate   change  
risks   should   be   explicitly   brought   into   the   policy   agreement   with   the   Government.   In   much   the  
same   way   the   bank   manages   the   risk   of   mortgage   defaults,   the   Reserve   Bank   should   monitor  
and   aim   to   minimise:  
 

- Any   bank   lending   on   assets   that   might   be   at   threat   from   sea   level   rise   or   extreme  
weather   events.  

- Any   bank   lending   on   carbon   intensive   assets   that   are   at   risk   of   being   stranded   by   the  
transition.   

- Any   bank   schemes   that   incentivise   emissions   (e.g.   air   points).   
 
On   the   flip   side,   the   Reserve   Bank   should   encourage   banks   and   businesses   to   make   long   term  
investments   that   are   likely   to   be   cost-effective   ways   of   reducing   emissions   over   time.   To   the  
extent   that   there   is   uncertainty   over   future   carbon   prices   here   (due   to   political   failures),   the  
Reserve   Bank   may   need   to   work   with   the   Climate   Commission   to   give   guidance   to   banks   on  
likely   future   prices.   
 
The   cost   of   not   meeting   emissions   reductions   targets   should   be   recognised   as   a   major   risk   in  
the   Government’s   finances.   Once   this   is   accepted   it   may   make   sense   for   the   Government   to  

https://www.sbc.org.nz/__data/assets/pdf_file/0004/99481/Greening-NZs-Growth-Report.pdf
https://www.sbc.org.nz/__data/assets/pdf_file/0004/99481/Greening-NZs-Growth-Report.pdf
https://www.rbnz.govt.nz/news/2018/12/reserve-bank-publishes-climate-change-strategy-and-joins-global-network


work   with   the   financial   sector   to   use   financial   instruments   that   provide   greater   certainty   on  
carbon   prices   in   the   future.   The   Reserve   Bank   may   need   to   underwrite   such   products   to   share  
the   risk.   
 
Transport  
 
The   Government   has   proposed   a   feebate   scheme,   but   there   has   been   some   debate   over   the  
impact   of   this   on   emissions.   They   are   also   proposing   fuel   efficiency   standards   which   are   likely   to  
have   a   bigger   effect.   TOP   supports   fuel   efficiency   standards,   and   these   should   ramp   up   over  
time.   
 
New   Zealand   is   a   nation   of   second   hand   car   buyers,   so   instead   of   the   feebate   scheme,   carbon  
revenues   should   be   ploughed   into   removing   the   Fringe   Benefit   Tax   (FBT)   from   electric   vehicles  
( including    e-bikes   and   other   emerging   forms   of   micro-mobility)   and   public   transport.   This   would  
encourage   businesses   to   invest   in   fleets   of   EVs,   which   wo uld   eventually   flood   the   second   hand  
market.   Yes,   this   might   cause   a   distortion   in   our   tax   system,   but   we   happily   use   the   tax   system  
to   influence   behaviour   in   other   areas   such   as   tobacco   and   alcohol,   and   some   vehicles   and  
business   car   parking   is   already   exempt   from   FBT.   
 
Freight   is   one   of   the   difficult   areas.   Electrifying   the   rail   network   and   ensuring   mode   neutrality   will  
help   reduce   emissions   as   much   as   possible.   Of   course   that   is   only   part   of   the   solution.   TOP  
would   invest   more   into   R&D   to   work   up   the   most   likely   ways   forward   across   road,   rail   and  
shipping.   
 
Finally,   it   is   worth   a   note   on   air   travel.   While   the   Government   is   exploring   hydrogen,   we   should  
also   be   investing   into   the   research   of   fuel   from   biomass.   In   the   meantime   our   policies   across  
Government   should   aim   to   minimise   air   travel.   
 
Agriculture  
 
As   per   the   above,   we   are   concerned   that   the   current   Emissions   Trading   Scheme   (ETS)   settings  
will   lead   to   large   scale   conversion   from   sheep/   beef   farming   to   plantation   pine   as   the   main  
source   of   “emissions   reductions”.   For   a   more   balanced   approach,   we   would   look   at   including  
forestry   in   the   upcoming   bespoke   agricultural   emissions   scheme,   or   at   least   limiting   the   use   of  
carbon   credits   in   the   general   ETS.   Ideally   this   should   reward   farmers   to   protect   existing   stands  
of   native   bush,   and   for   planting   new   trees,   even   those   that   might   not   meet   the   accepted  
definition   of   carbon   forestry   (e.g.   riverbanks   and   gullies).   
 
In   the   short   run,   TOP   believes   agriculture   should   still   be   included   by   bringing   nitrogen   fertiliser  
and   imported   feed   (such   as   PKE)   into   the   Emissions   Trading   Scheme;   effectively   a   nitrogen   tax.  
This   would   benefit   water   quality   also.   
 
Longer   term   the   impact   of   any   water   policy   on   agricultural   emissions   is   probably   more   important  
than   climate   policy   as   that   will   result   in   a   reduction   in   stock   numbers.   TOP   will   be   presenting   our  
water   quality   policy   separately.   
 



Another   crossover   with   water   quality   is   ensuring   that   erosion   prone   land   gets   planted   as   a  
priority   -   either   into   permanent   native   forest   or   into   silviculture.   In   our   view   the   current   Emissions  
Trading   Scheme   is   not   giving   that   result,   which   is   another   reason   forestry   should   be   part   of   a  
“land   use”   emissions   scheme.   
 
Again   this   is   where   financial   instruments   could   be   used.   Farmers   could   be   offered   finance   to  
plant   native   trees   on   riverbanks   and   erosion   prone   land.   The   use   of   sparsely   planted   deciduous  
trees   may   be   an   alternative   for   land   that   is   erosion   prone   but   still   used   for   grazing.   Depending  
on   the   price   of   carbon   in   the   long   term,   this   is   likely   to   pay   for   itself.   
 
R&D  
 
As   noted   above   we   need   greater   investment   in   a   number   of   areas   of   research   and   innovation  
that   could   have   real   promise   for   creating   a   low   emissions   economy:  
 

● Using   Waste   Wood   -   New   Zealand’s   forestry   sector   produces   a   lot   of   "processing   waste  
wood"   and   slash   that   can   have   detrimental   effects   during   weather   events.   This   waste  
wood   could   potentially   be   used   to   replace   coal   and   gas   in   electricity   generation   and  
industrial   heat   (boilers).   Waste   wood   could   also   be   used   to   create   biochar   which   can  
store   carbon   long   term,   generate   energy   and   has   a   number   of   commercial   end   uses  
(such   as   putting   in   soil   to   reduce   nitrogen   leaching,   or   into   concrete).   

● Bioeconomy   -   similarly   Aotearoa   New   Zealand   has   a   comparative   advantage   in  
producing   biomass.   We   should   be   investing   in   research   into   ways   that   rural   areas   can  
grow   and   process   biomass   into   carbon   neutral   or   negative   products.   This   could   provide  
rural   industry   and   be   an   alternative   to   locking   up   land   in   trees.   For   example:   

○ Biofuel   (e.g.   for   air   travel)   -   we   note   the   massive   investment   already   made   by   Z  
Energy   in   this   area,   

○ Biochar   -   as   discussed   above,   this   could   sequester   carbon   as   well   as   having  
other   uses,   and   

○ Bio-based   products   (e.g.   plastic   replacements).   
● How   to   properly   incentivise   optimal   Electricity   Demand   Management,   (including   energy  

efficiency,   local   generation   and   storage)   within   the   electricity   market   structure.   
● Freight   -   how   to   most   effectively   decarbonise   freight   and   which   infrastructure   is   best   to  

invest   in   as   a   result.   
● Regenerative   agriculture   -   this   way   of   farming   is   promising   from   a   climate   and   water  

quality   perspective   but   needs   greater   research   to   prove   the   impacts.   
 
Conclusion  
 
All   these   actions   would   simultaneously   lower   our   emissions   and   build   our   resilience   for   a  
warming   world.   In   uncertain   times,   it   pays   to   have   a   buck   each   way.   Regardless,   we   need   to   act  
and   urgently.   The   worst   possible   thing   we   can   do   is   nothing   at   all.   
 
 


