TA
TP

Climate and Agriculture

KOBENHAVN 2009 COPENHAGEN

U.S. Climate Policy and Agriculture

Introduction

The future of our climate is inextricably linked with the future
of agriculture. For the bulk of human history, we've grown food
and fiber without reconfiguring the atmosphere. But the rise of
industrial agriculture changed the equation. Agriculture now
emits more greenhouse gases (GHGs) than it absorbs, contrib-
uting about six percent of the U.S.’s total GHG emissions, and 13
percent of global emissions—the majority coming from industrial
livestock operations.’ Perhaps more important, however, are the
contributions agriculture makes to changes in land use patterns.
The destruction of forests, grasslands and other carbon seques-
tering landscapes to convert them to agricultural uses is a major
factor in increased concentrations of GHGs in the atmosphere.

As a GHG emitter, however, agriculture is unique. Unlike coal
plants or automobiles, agriculture can sequester carbon. If agri-
culture-related emissions are reduced—by decreasing nitrogen
fertilizer use, reducing methane emissions from livestock, or
growing more perennial and cover crops that sequester carbon,
for example—farming can be a carbon sink. (For more, see IATP
issue brief: Agriculture and Climate: the Critical Connection)

It is at this intersection—as a current GHG contributor but with

carbon sink potential—that agriculture has entered the climate

policy stage, and where the debate over agriculture’s role in GHG

reductions has grown most heated. The United States, one of
the world’s largest GHG emitters, has seized upon agriculture

and forestry-related sequestration as a mechanism to reduce its

overall GHG emissions. U.S. climate policy has defined agricul-
ture’s primary role as that of an offset. Recent U.S. cap-and-trade

legislation proposals have set no caps for agriculture emissions.
Instead, they've proposed agricultural offset schemes that would

reward sequestration activities.

Within the U.S., agriculture’s role in proposed climate legisla-
tion has created fissures. Agriculture interest groups are split
over whether to support climate legislation, and environmental
groups—many of which believe agriculture should be included in
an overall GHG cap—are frustrated by its exemption and critical
of some agriculture-based offset schemes.

Atheart, however, the U.S. stance on agriculture vis-a-vis climate

policy lays bare a general orientation toward reductive, offset-
based mechanisms for addressing climate change. Rather than

considering agriculture in its entirety—what practices would be

best for not only the climate, but also for farmers, consumers, the

soil, air and water—U.S. climate policy instead reduces agricul-
ture to a carbon storage coffer, and to an opportunity for avoiding

emissions reductions in other sectors.

This paper examines the shaping of agriculture’s role in climate
policy, and the tensions created by these policies. It considers the
role cap-and-trade based legislation in the U.S. may assign to
agriculture, and then recommends alternative policy steps that
would recognize agriculture’s multifunctional role and go beyond
climate protection to also enhance our air, water and soil quality,
wildlife habitats and food production systems. The best way to
make agriculture an effective carbon sink is to pursue the very
policies that deliver on all of these goals.

Agriculture and Cap and Trade

In 1980, the White House Council on Environmental Quality
presented President Jimmy Carter with a comprehensive survey
of environmental trends and predictions through the year 2000.
Included were warnings about warming temperatures. Nearly
three decades later, the U.S. has taken very few policy steps to
address climate change. But over the last decade, the push for
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comprehensivepolicyreformhasgottenmuchstronger. Concerns
about agriculture, along with agriculture interest groups, are
increasingly playing a lead role in defining those policies.

Overwhelmingly, recent U.S. climate proposals have favored
cap-and-trade-based legislation, as opposed to a carbon tax.
Under cap and trade, the law would mandate GHG emissions
reductions (20 percent by 2020, increasing to 83 percent by 2050
in the most recent proposed legislation) That’s the cap. The
trade comes by way of emissions permits (also known as carbon
credits or pollution allowances) that would be distributed or
auctioned to polluters, including electricity producers, industrial
manufacturers, oil refineries and natural gas suppliers. Polluters
would either need to stay within emission cap levels or purchase
additional permits from other polluters or from a secondary
carbon credit market. They would also have the option of buying
carbon offsets—the credits another entity receives for seques-
tering carbon or other GHGs—to reduce their overall emissions.

Agriculture, ranching and forestry have been granted exemp-
tions from the caps proposed in recent bills. Instead, the legis-
lation has defined agriculture’s role in climate policy as that of
a source of carbon offsets. Farmers and ranchers would have
the opportunity to earn emission allowances for practices that
ostensibly sequester carbon, reduce GHG emissions or prevent
the conversion of land that would increase GHG concentrations.
They could then sell the allowances on primary and secondary
carbon markets. In the American Clean Energy and Security Act
(ACES), a cap-and-trade-based climate bill sponsored by Reps.
Henry Waxman, D-Calif.,.and Edward Markey, D-Mass., which
passed the U.S. House of Representatives in June 2009, the
minimum allowed list of offset-generating activities included
no- and reduced-tillage schemes, cover cropping, nitrogen
fertilizer reductions, and biogas capture and combustion.4 (The
efficacy of some of these practices in achieving GHG reduction
goals is under debate, however. See Offsets section.)

Notably, the agriculture and ranching portions of ACES’ offset
programwouldbe administered by the USDA, notthe EPA, asthe
bill originally intended. This was just one of several alterations
the bill’s authors conceded to farm-state legislators, a group that
has had significant influence over climate legislation.

Climate Politics and the Farm-State Lobby

Two months before ACES went to a vote on the House floor,
House Agriculture Committee Chair Collin Peterson, D-Minn.,
demanded the right to a full mark-up by his committee. He had
the clout to do it: Peterson warned that unless the Agriculture
Committee was handed the bill for alterations, he would align
the 26 Democratic committee members against it—a move that
would have virtually guaranteed the bill’s failure s

Peterson’s influence over the development of the Waxman-
Markey bill was a prime example of the pressure farm-state
legislators are able to exert over climate and other energy
legislation. Heavily lobbied by agribusiness interests, Peterson
and other farm-state legislators have worked hard to not only
maintain cap exemptions for their constituent industries, but to
also define agriculture’s role under cap-and-trade as a provider
of offsets and maintain the status quo.

Peterson’s committee got what it wanted, and set a precedent
for future climate legislation. Along with ensuring the USDA’s
jurisdiction over offsets (an agency, Peterson argues, that better
understands farmland issues and can more ably implement the
program than the EPA) the amendment also silenced—or, more
appropriately, postponed—one of the biggest recent debates in
agriculture: the issue of indirect land use change (ILUC) calcula-
tions in biofuel lifecycle accounting.

Land Use Change

The question of ILUC is this: when American farmers sell their

corn to ethanol plants and bypass the traditional food and feed

markets, do rainforests and grasslands around the world get cut

down and plowed up to fill the gap in the food and feed markets?

If so, this would mean not only the destruction of critical ecosys-
tems, but also the release of large quantities of GHGs.

In 2008, California decided to include ILUC in its accounting
of biofuel-associated GHGs for its low carbon fuel standard
(the first in the nation).® The move made it difficult for corn
ethanol to qualify as a low-carbon fuel, generating ire in the
biofuels industry.

Similarly, the second iteration of the federal Renewable Fuel
Standard (RFS2) goes beyond the production mandates of the
original RFS to also include parameters for greenhouse gas
emissions. RFS2 required the EPA to use lifecycle accounting
todetermine whichbiofuelswould qualifyasactually reducing
greenhouse gas emissions and include ILUC in those calcula-
tions. Again, the biofuels industry and farm state legislators
were deeply displeased.

Peterson’s amendment, therefore, was considered nothing
short of a coup by those who oppose ILUC inclusion in lifecycle
accounting of biofuel-related GHG emissions. If the ACES bill is
passed, the EPA will be prohibited from including the indirect
GHG emissions in both RFS and climate legislation calculations
for five years, to allow further study of the issue by the USDA,
EPA, Energy Department and Congress.

Many environmental groups considered Peterson’s embargo on
ILUC inclusion in the RFS2 a significant setback in their work to
increase biofuels’ environmental sustainability, and resented
Peterson’s holding the climate bill hostage in order to manipulate
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biofuels policy. These tensions bring to the forefront an inherent
dilemma caused by offset schemes: a diffusion of responsibility
away from the highest GHG emitters, and resulting squabbles
between groups not at the heart of the problem.

Offsets

A great deal of the political fragmentation generated by
climate policy negotiations has revolved around offsets.
While many agriculture interest groups would prefer to have
agriculture stricken from discussion when it comes to climate
policy (and made untouchable by the EPA and otherregulating
bodies), others have pushed hard to ensure that any successful
U.S. climate legislation will generate income for farmers and
ranchers, mainly through offsets. But that hasn't been an
easy sell to most farmers and farm groups, many of whom
have expressed concerns about the legislation’s potential to
raise on-farm costs—fuel, electricity, and fossil fuel-based
fertilizers and chemicals. The USDA has zealously pitched
the income potential of offsets to farmers, estimating annual
net returns to farmers from climate offsets ranging from $1
billion per year in 2015-20 to $15—20 billion USD per year in
2040-50 (by way of comparison, the USDA paid out a total of
$13.4 billion in commodity subsidies in 2006).”#

The politically influential American Farm Bureau (AFB) hasbeen
at the forefront of the movement against climate legislation.
AFB President Bob Stallman recently wrote, “The consequences
of climate legislation far outweigh the benefits and aren’t worth
capping America’s future.”

Several studies, however, have shown that farmers’ fears of
increased costs may be unfounded. Economist Bruce Babcock at
Iowa State University’s Center for Agricultural and Rural Devel-
opment predicts that cap-and-trade policies like ACES will have
relatively small negative impacts on agriculture, and warns
that climate changes such as increased droughts would have a
much greater impact on farm livelihoods than carbon prices.”
The USDA says ACES would create aless than 1 percent decrease
in net farm income in the short term, and 3.5 and 7.2 percent
decreases in the medium to long term, respectively. Benefits
from offsets, they predict, would make up for income losses.”

The National Farmers’ Union (NFU), quite opposite from the
AFB, strongly supports climate legislation that includes income-
generating agriculture offsets. NFU president Roger Johnson
told the Senate Agriculture Committee, “Failure to reduce GHG
emissions poses significant economic impacts on agriculture and
populations whose welfare is of special interest to the agricul-
tural community. To state it simply, the cost of no action must
become a legitimate part of the ongoing debate.™?

U.S. CLIMATE POLICY AND AGRICULTURE

While we don't disagree with voluntary offset programs, such as

the Chicago Climate Exchange, and heartily acknowledge the real

contributions that agriculture can provide in addressing global

warming, IATP finds U.S. climate policy’s orientation around agri-
culture offsets troubling for several reasons. First, carbon offset

projects are notoriously difficult to measure and verify. Research

on the world’s largest carbon offset program, the UNFCCC’s Clean

Development Mechanism (CDM), uncovered the near impossi-
bility of determining whether credits are issued for activities that

would have occurred anyway (an issue known as additionality). A
November 2008 GAO study of the CDM and the European Union’s

allowance for offsets in its cap-and-trade system shows a failure

to certify net GHG reductions resulting from offset projects.’*¢ In

2008, the United Nations suspended Europe’s largest offset veri-
fication and certification firm after spot checks showed deficient

internal auditing systems and lack of documentation.

Second, even if reliable verification mechanisms are developed for

agricultural offsets, making the incentive for on-farm carbon prac-
tice improvements subject to the whims of a speculative market

dominated by Wall Street banks would make it exceedingly diffi-
cult to ensure that offsets will be a long-term, reliable solution to

climate change. An up-and-down carbon market stemming from

offset credits could not only fail to generate emissions reductions

(falling carbon offset prices would be poor incentives for farmers

to switch to climate friendly agriculture practices), but could also

leave farmers—and our agriculture systems—even more vulner-
able to speculative forces than they are already. It is hard to envi-
sion this having much of a positive impact either for farmers or

the planet. (For more, see IATP issue brief: Speculating on Carbon:

The Next Toxic Asset.,) Analysts estimate that no-till offsets will be

among the cheapest, at $5-8 USD per ton.** Under that scenario,
polluting industries will be able to very cheaply avoid reducing

their emissions, while promoting an agricultural practice of ques-
tionable carbon sequestration benefit (no-till practices do nothing

to shift crops away from high-input monocultures).”

Valuing Agriculture’s Multifunctionality

As we develop agriculture policies in the context of climate
change, we must ask ourselves whether we are interested in
agriculture as merely a mechanism for banking carbon, or if we
are interested in creating multifunctional agricultural systems
that both protect the climate, soil, water, and air—and provide
food, fiber and fuel.

If the latter is what we want, we must move away from agricul-
tural offsets, and from attempts to define farming’s role in our
society narrowly through climate policy. Instead, we should
begin a separate, equally urgent process to develop and enact
policies that best promote agricultural systems that provide us
with the kind of farms, rivers, livelihoods, and climate we value
as a society, based on the following guidelines:



1. ESTABLISH THAT AGRICULTURE IS A MULTIFUNCTIONAL
ENTERPRISE First and foremost agriculture supplies our
food, but it also provides animal feed, fiber, energy and other
materials, helps manage ecosystems, including water, and
is a vital part of our rural economy. Our agriculture system
and farmers’ cropping decisions—not to mention the nation’s
food security—should not be compromised or subverted to the
goals of industrial polluters or volatile carbon markets.

2. PROVIDE PREDICTABLE AND SUFFICIENT PAYMENTS TO
FARMERS FOR CLIMATE-FRIENDLY PRACTICES Predict-
able payments will encourage a switch to farming systems
that reduce GHG emissions more consistently and reliably
than a volatile carbon offset program. Payments to farmers
for climate-friendly agricultural practices should be set at
the appropriate level that incentivizes participation without
overwhelming other production and conservation priorities.
This requires that payment levels are not set by a fluctu-
ating market, but through a government-led process that is
transparent and inclusive of farmers, land owners and other
stakeholders. Such payments would be incorporated within
existing farm programs such as the Conservation Steward-
ship Program and would constitute a climate program for
agriculture.”®

3. ENSURE FLEXIBILITY FOR FARMERS The science around
best agricultural practices for carbon reduction is still
evolving, and we need to retain some flexibility for farmers
to shift without penalty if different practices are discovered
that would result in greater carbon reductions. At the same
time, making a farmer liable for carbon emissions that are
caused by natural disasters or other events outside of his or
her control is likely to reduce farmer interest in participating
in a carbon reduction program. Rewards for carbon reduction
practices must provide room for flexibility of practices.

4. HOLD AGRICULTURE RESPONSIBLE FOR ITS GHG EMIS-
SIONS, AND RECOGNIZE ITS MITIGATION ROLE Agricul-
ture has a responsibility to reduce its GHG emissions, but
achieving reductions needs to be based upon both farm scale
and operations. On most U.S. farms, emissions are difficult
to measure and allocate, making farm policy perhaps a better
mechanism for emissions reductions than a cap. But on some
larger industrial farms—such as concentrated animal feed
operations (CAFOs), which have both significant and readily
measurable GHG emissions—a regulatory approach such as
that applied to other industries may be the best way to reduce
emissions.

5. STRENGTHEN RURAL RESILIENCE Rural communities
will be among those hardest hit by the effects of climate
change. Policies must support rural communities’ transi-
tions to climate-friendly economies, and the development

of infrastructure to build more localized food and energy
systems to help create jobs and strengthen the resilience of
rural communities.

When we choose to circumvent real emissions reductions in
exchange for offsets, we hinder not only our ability to cool the
planet, but also to reap the multitude of benefits—ecological,
economic and social—that well-managed working landscapes
can provide. And if recent debates are any indication, we risk
pitting groups that share common interests (e.g., farmers vs.
environmentalists) against one another, making it doubly
difficult to meet our climate goals.
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