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Policy Strategies and Challenges for Climate Change Mitigation in the Agriculture,
Forestry and Other Land Use (AFOLU) Sector

Ben Henderson (OECD)
Stefan Frank, Petr Havlik and Hugo Valin
(International Institute for Applied Systems Analysis — [IASA)

This study uses GLOBIOM — the most detailed global economic model of agriculture, land use and
greenhouse gas (GHG) emissions — to assess the effectiveness of different policies in cutting net emissions
from the Agriculture, Forestry and Other Land Use (AFOLU) sector, with a view to helping limit long-term
global temperature increases to 1.5°C and 2°C. Trade-offs between emission reductions and impacts on
food producers, consumers and government budgets are also evaluated for each policy package. A full
complement of policy options is deployed globally across AFOLU, comprising emission taxes for emitting
AFOLU activities and subsidies rewarding carbon sequestration. Using a carbon price consistent with the
2°C target (1.5°C target), this is projected to mitigate 8 GtCO2 eqg/yr (12 GtCO2 eg/yr) in 2050, representing
89% (129%) reduction in net AFOLU emissions, and 12% (21%) of total anthropogenic GHG emissions.
Nearly two-thirds of the net emission reductions are from the Land Use, Land-Use Change and Forestry
(LULUCF) component of AFOLU, mostly from reduced deforestation. A global carbon tax on AFOLU is
found to be twice as effective in lowering emissions as an equivalently priced emission abatement subsidy
because the latter keeps high emitting producers in business. However, a tax has trade-offs in terms of
lower agricultural production and food consumption, which a subsidy avoids. A shift to lower emission diets
by consumers has a much smaller impact on reducing agricultural emissions than any of the policy
packages involving taxes on emissions.
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Key points

e Modelling results suggest that a comprehensive policy strategy, comprising of agriculture
and land use emission taxes and subsidies for carbon sequestration, at a carbon price
consistent with a 2°C (1.5°C) objective could reduce global AFOLU emissions by 8 GtCO2
egl/year (12 GtCO2 eqgl/year) in 2050. This represents an 89% (129%) reduction in net
AFOLU emission.

e 63% of the net emission reductions with the comprehensive policy package relate to land
use and land use change and forestry (mainly avoided deforestation) emissions, 28% to
agriculture emissions and 9% to soil carbon sequestration.

e The policy choices invoke different trade-offs: while a global carbon tax on AFOLU is found
to be twice as effective in lowering emissions as an equivalently priced emission abatement
subsidy, the use of emission taxes lowers agricultural production by 3-8% and per capital
consumption by 2-4%, which emission abatement subsidies avoid. Taxes also raise
revenues, while subsidies require government expenditures.

o A shift to lower emission diets by consumers is assessed to have a much smaller impact on
reducing agricultural emissions than any of the policy packages that tax these emissions.

Executive Summary

The Agriculture, Forestry and Other Land Use (AFOLU) sector accounts for 23% of net global greenhouse
gas (GHG) emissions and without strong policy action to lower these emissions, this share is likely to grow.
Thus, the sector has an important role to play in stabilising global temperatures. Governments in a number
of countries are taking steps to lower net AFOLU emissions, as part of their economy-wide GHG mitigation
efforts, yet progress has been gradual and piecemeal and is occurring against a backdrop of increasing
urgency for action on climate change. This inertia may reflect some of the challenges in identifying suitable
goals for mitigation in the AFOLU sector, including the need for policies to accommodate concerns about
potentially negative effects on food security and farmer livelihoods, particularly in least developed
countries. It also reflects difficulties in designing efficient goals and policies for different AFOLU activities
that take into account their often complex impacts on land use.

This study aims to help address this gap by helping to frame broad levels of ambition for the AFOLU sector
in different world regions, within the context of economy-wide efforts to meet the climate stabilisation
objectives of the Paris Agreement on Climate Change. Specifically, this study seeks to identify how much
the AFOLU sector could contribute to limiting long-term global temperature increases to 1.5°C and 2°C,
based on policy simulations made with the Global Biosphere Management Model (GLOBIOM).

The policy packages used in this assessment apply a combination of taxes and subsidies (set at the same
carbon price) to AFOLU emissions and abatement sources. The taxes cover non-CO2 emissions from
agriculture (principally methane and nitrous oxide emissions from animals and crops), and CO2 emissions
from the Land Use, Land-Use Change and Forestry (LULUCF) mainly from deforestation. Subsidies, on
the other hand, are used to reward carbon sequestration in forest biomass (e.g. through afforestation) and
agricultural soils (from improved cropland and grazing land management), and the uptake of non-CO:
abatement technologies in agriculture. These technologies include: dietary additives and feed quality
improvements to reduce enteric methane from ruminants; anaerobic digester technologies for reducing
methane emissions from manure management; agronomic practices to lower nitrous oxide emissions from
fertiliser use on crops; and drainage management practices to lower methane emissions from paddy rice
production.

Growing demand for bioenergy is assumed to be met from a combination of agricultural crops, dedicated
tree plantations and forest biomass. These plantations and biomass can contribute to mitigation in the
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AFOLU sector via the accumulation of carbon stocks in afforested land. By contrast, energy emission
reductions associated with bioenergy use are not counted as AFOLU emission reductions and are
therefore not included in this assessment. For all of the policy packages, carbon prices consistent with
economy-wide efforts to stabilise global temperatures at 2°C or 1.5°C were used. To streamline the
reporting of results, the main focus of the report is on the scenarios relating to the less ambitious 2°C
stabilisation goal.

The main findings from the assessment are as follows:

e  When the full complement of policy options is deployed globally across AFOLU, using a carbon
price consistent with the 2°C target, the AFOLU sector is projected to mitigate 8 GtCOzeq yr*!
in 2050. This represents an 89% reduction in net AFOLU emissions, and 12% of total
anthropogenic GHG emissions in 2050.

e The collective impact of the emission taxes is about twice as large as that of abatement
subsidies reflecting an equivalent carbon price, given that the former significantly reduces
emissions from land clearing, reallocates agricultural production towards less emission intensive
commodities, and reduces overall consumption by raising the prices of agricultural products.

e By raising agricultural production costs, the policy packages that include emission taxes cause
global per capita calorie consumption to be 2-4% lower relative to the baseline in 2050 and
global agricultural output to be 3-8% lower. In contrast, the policy packages that only subsidise
mitigation have negligible impact on agricultural production and food consumption.

e Onthe other hand, taxes deliver the double dividend of stronger mitigation and net increases to
government budgets. In fact, the revenues from the emission taxes, particularly those applied
to agriculture, were found to dwarf the costs of abatement subsidies in the AFOLU sector.

e Limiting the geographical scope of emission taxes lowers food security impacts at the cost of
reducing their mitigation potential. Exempting least developed countries from paying emission
taxes, while deploying the full complement of policy options across AFOLU in other countries
attenuates, but does not eliminate, losses in per capita food consumption in least developed
countries. At the same time, it lowers global mitigation by AFOLU from 8 GtCO:2eq to 6 GtCO:eq,
in 2050 compared to the global application of the most comprehensive AFOLU-wide policy.

e Atax on LULUCF emissions, which was found to be the single most effective component of the
AFOLU policy package, creates relatively low impacts on consumers and producers compared
to the taxes on agricultural emissions. These impacts are lower because the tax on LULUCF
emissions affects agricultural production indirectly, through raising the cost of converting forests
and other natural land to agriculture, compared to the tax on non-CO2 emissions which more
directly raises agricultural production costs.

e Increasing the stringency of the global climate stabilisation goal from 2°C to 1.5°C involves a
substantial increase in the global carbon price from USD 70/tCO2eq? to USD 240/tCO2eq? by
2050. This increases AFOLU’s global mitigation potential from 8 to 12 GtCOzeq, but it also
generates much larger production and land use impacts.

Looking in more detail at the mitigation contributions to the central AFOLU-wide policy package, consistent
with the 2°C target, which reduced net AFOLU emissions by 8 GtCO2eq yr:

e The bulk of the emission reductions from the full package of policies are from non-agricultural
LULUCF (63%), particularly from a reduction in the clearing of forests and other vegetation
(41%).

e Reductions in non-CO2 emissions from agriculture contribute 28% of AFOLU-wide reductions in
2050 despite agriculture accounting for the majority of AFOLU emissions.

e  Soil carbon sequestration on agricultural land contributes a further 9%.

e Most of the emission reductions from avoided land clearing are located in Latin America, sub-
Saharan Africa and, to a lesser extent, Southeast Asia. Afforestation also makes a sizeable
contribution (22%), particularly in Latin America.
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The tax and subsidy policies also have different implications for way that agricultural land is used to
produce crops for food and bioenergy. In each mitigation policy scenario, increases in the demand for
bioenergy cause similar increases in the agricultural land area devoted to energy crops. When agricultural
emissions are taxed, agricultural land falls, but the land used for food production falls by more than land
used for energy crops. In contrast, when abatement subsidies are applied on their own, there is a modest
fall in agricultural land devoted to food production, which is more than offset by the increase in land used
to produce energy crops. In this case, the increase in production of energy crops comes from the
conversion of non-agricultural land.

Policy packages specifically targeted towards the agricultural sector or towards the LULUCF sectors can
affect mitigation outcomes in the other sector, as a consequence of land use interactions For example,
mitigation policies in the LULUCF sector reduce agricultural land use and production, which in turn slightly
lowers the overall impact of agricultural mitigation policies, simply by lowering the amount of emissions
which these agricultural policies can target. The reverse is also true, with agricultural mitigation policies
also slightly reducing the impact of LULULF policies on reducing LULUCF emissions.

The mitigation potential of lowering the content of livestock products in consumer diets (except in least
developed countries and India) which was also explored, is not as effective as the emission taxes. The
strongest dietary shift, involving a 50% reduction in the consumption of these products by 2050, was only
found to be half as effective at lowering agricultural emissions as the USD 70/tCO2eg-1 tax on these
emissions. However, the dietary scenarios are not linked to a policy intervention, so cannot be compared
directly with the policy packages assessed in this report. Furthermore, the mitigation potential of consumer-
based policies is likely to be lower than suggested by the dietary shift scenarios modeled in this study.

The sensitivity of the main global results to changes in assumptions about climate change, progress in the
development of non-CO2 abatement technologies, and macro-economic trends (i.e. Shared
Socioeconomic Pathway assumptions) is also assessed. The impacts of these changes were compared
to the central mitigation policy package targeting all AFOLU emission and abatement sources. The
acceleration of abatement technology progress significantly improved the effectiveness of policies in
lowering non-CO2 emissions. Changing the macroeconomic trends also had a large impact on the AFOLU
mitigation outcomes. In contrast, these outcomes are less sensitive to alterations in the climate change
pathway.

OECD FOOD, AGRICULTURE AND FISHERIES PAPER N°149 © OECD 2021
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1. Background and objectives

The Agriculture, Forestry and Other Land Use (AFOLU) sector accounts for 23% of global greenhouse gas
(GHG) emissions, with 11% coming from agriculture and 12% from the rest of AFOLU (IPCC, 2019).
Given its large and potentially growing contribution to total emissions and the availability of cost effective
mitigation options (OECD, 2019p)), the sector can make an important contribution, along with other sectors,
to the climate stabilisation objectives of the Paris Agreement (Clark et al., 2020gz;). As outlined in Article 2
of the Paris Agreement, this involves limiting “the increase in the global average temperature to well below
2°C above pre-industrial levels and pursuing efforts to limit the temperature increase to 1.5°C above pre-
industrial levels” (UNFCCC, 20164)).

Current commitments and policy actions to mitigate net AFOLU emissions vary markedly among countries,
but their overall impact is expected to be minor and not commensurate with the sector’s contribution to
climate change (OECD, 2020). There are several challenges to scaling up mitigation policy efforts in
AFOLU, including the need to consider the impacts of complex interactions between different land use
activities on policy performance. Accommodating concerns about food security and farmers’ livelihoods,
particularly in least developed countries, present further challenges to policy makers. It also reflects
difficulties in designing efficient goals and policies for different AFOLU activities with complex land use
interactions. Global economic models can help to shed light on ways to address these challenges, by
calculating the potential impact of mitigation policies, while incorporating these interactions and other
important economic relationships.

A number of modelling studies have assessed GHG mitigation policies in the agricultural sector, providing
useful insights about their effectiveness and their economic impacts on the sector (OECD, 2019p).
However, these studies have tended to ignore important linkages between agriculture and other land uses
and, in particular, the interactions between mitigation policies in the agriculture and Land Use, Land-Use
Change and Forestry (LULUCF) sectors.

In this study, policy packages targeting mitigation across a broader range of AFOLU mitigation sources
than in previous studies are considered. With this modelling framework, the primary objective of this study
is to answer the following question: How much can the AFOLU sector contribute to the net global emission
reductions needed across all sectors of the economy to limit average global temperature increase to 1.5°C
and 2°C? The following sub-objectives both support and complement this primary objective:

e define and assess policy packages for AFOLU (i.e. both agriculture and LULUCF sectors),
commensurate with economy-wide global efforts to limit global average temperature increases
to 1.5°C and 2°C; and

e evaluate the impacts of these policy packages on food producers and consumers, and
government budgets, to provide information which policy makers can use in developing
mitigation strategies to manage these trade-offs.

To address these objectives, the Global Biosphere Management Model (GLOBIOM) was used. This
modelling assessment adds to previous OECD work in this area (OECD, 2019(2)) by addressing the broader
question as to how much the AFOLU sector could contribute to achieving the mitigation goals of the Paris
Agreement. To do this it expands the coverage of mitigation measures and sectors within AFOLU beyond
policies targeting non-CO:2 emissions in agriculture to include: policies to promote carbon sequestration in
forestland and agricultural soils. It also incorporates the impacts of climate change on agriculture.

In addition to calculating the greater combined potential for emission reductions in this larger set of
mitigation policies and measures, this expanded coverage also enables the assessment of policy
interactions between sectors. In OECD (2019p2) it was shown that a carbon tax in agriculture could
leverage significant additional mitigation from the LULUCF sector, particularly through avoided
deforestation. With the expanded sectoral coverage of mitigation sources in GLOBIOM, the impact of
mitigation policies directly targeting the LULUCF sector on agricultural emissions and production can also
be assessed.

GLOBIOM has previously been coupled to MESSAGE (Model for Energy Supply Strategy Alternatives and
their General Environmental Impact) to incorporate information and economic feedback from mitigation
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policies in the energy sector, particularly in relation to bioenergy demand. Together, GLOBIOM-MESSAGE
is one of the main integrated assessment models (IAMs) that quantifies GHG mitigation potential in AFOLU
sector for the IPCC special reports on climate change and land (IPCC, 2019y), and on global warming of
1.5°C (IPCC, 2018g)). For consistency, this and the other IAMs included in these reports have typically
relied on a simple uniform carbon price policy across different sectors, to determine the least cost
contribution of each sector to economy-wide climate targets.

The GLOBIOM assessment in the present study also adds value to the above IAM assessments, by
considering a broader range of mitigation policy options, including the possibility of subsidising abatement
measures in agriculture in addition to taxing GHG emissions. Some of the value added in relation to
previous OECD assessments that are discussed above also apply here. These include the addition of soil
carbon sequestration on agricultural land, and forest management options for sequestering carbon within
existing forest land. This latter feature comes from new model development as part of this project that
allows for endogenous representation of afforestation, and the inclusion of additional drivers for
deforestation outside agriculture in the model (Annex A).

The main strengths of GLOBIOM is its detailed representation of different land use sectors and their
interactions and, through its many applications in climate change mitigation, significant capacity has been
invested in the model for representing mitigation options and policies, as well as incorporating the impacts
of climate change. Consequently, GLOBIOM incorporates a more detailed portfolio of mitigation options,
covering both non-CO2 and CO:2 emissions, than other global partial equilibrium models such as MAgPIE
(Model of Agricultural Production and its Impact on the Environment), GCAM (Global Climate Change
Analysis Model) and IMPACT (International Model for Policy Analysis of Agricultural Commodities and
Trade). In addition, GLOBIOM also includes endogenous demand-side responses to mitigation policies.
Moreover, a major strength of this latest version of GLOBIOM is the endogenous representation of the
forestry sector. This is critical for realistically representing agricultural-forestry interactions and is missing
from other global partial equilibrium models such as MAgPIE, GCAM, and IMPACT.

2. Modelling approach and scenarios

2.1. Modelling approach

The global economic assessment in this study is conducted with GLOBIOM (Global Biosphere
Management Model), which is a partial equilibrium model that includes both the agricultural and forestry
sectors. A detailed description of the model is provided in Annex A.

Marginal abatement costs (MACs) data from the US EPA (20137) and Beach (2015;g)) are incorporated in
the model, to reflect the use of mitigation technologies at different carbon prices for reducing non-CO2
emissions from agriculture. Previous global modelling assessments by the OECD (OECD, 20192) and
others, including those that have used GLOBIOM (Frank et al., 2018y9)) have also relied on these sources
of MAC data. Details about these MACs, the process used to incorporate them and the mitigation measures
that they cover, are provided in Annex A. These include: dietary additives and feed quality improvements
to reduce enteric methane from ruminants; anaerobic digester technologies for reducing methane
emissions from manure management; agronomic practices to lower nitrous oxide emissions from fertiliser
use on crops; and drainage management practices to lower methane emissions from paddy rice
production. In addition, the MAC data used to represent soil carbon sequestration in agricultural soils,
improved cropland and pastureland! management, are provided in Annex A.

T n this assessment the term pasture includes both intensively managed planted pastures and more extensively managed grazing areas such
as rangelands.
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2.2. The baseline and mitigation policy scenarios assessed

A set of 20 scenarios were assessed, including 1 baseline scenario and 19 mitigation scenarios were
implemented and quantified in GLOBIOM, from 2010 to 2050. The central baseline and policy scenarios
includes yield and economic growth assumptions that conform to the “middle of the road” Shared
Socioeconomic Pathway (SSP2) (Fricko et al., 2017110). This is one of five SSP scenarios? that have been
developed by the climate change research community to facilitate the integrated analysis of climate change
impacts, mitigation and adaptation. These pathways represent different narratives that describe plausible
major global developments that will create different challenges for the mitigation and adaptation to climate
change (Riahi etal., 20171117). The “middle of the road” SSP2 narrative used in this assessment is
described as presenting medium challenges to mitigation and adaptation, and it describes a world in which
economic, technological and social trends do not differ significantly from historical patterns (Riahi et al.,
201711).

The baseline scenario used corresponds to this SSP2 narrative and does not include any mitigation
policies. Additional details about the baseline assumptions, including for the growth population, GDP per
capita and agricultural productivity are provided in Annex A.

The purpose of these scenarios is to calculate the net GHG emission reductions possible in AFOLU, that
are consistent with the 1.5°C and 2°C targets, under policy schemes with varying sector coverage and the
policy approaches for applying carbon price incentives. For the climate change impacts under the
mitigation scenarios, representative concentration pathway RCP2.6 is also used, because this is presently
the best proxy for both the 1.5°C and 2°C impact pathways.

The AFOLU mitigation policies cover the following emission and abatement sources:
1. Agriculture?

a. Non-CO: emissions: N20 fertiliser and manure application, manure management, CHa
from enteric fermentation, rice cultivation and manure management

b. CO:2removals from sequestration in cropland and grassland soils 4
2. (Non-agricultural) LULUCF

a. Above and below ground CO:z emissions from forest management, deforestation, and
other land use changes (e.g. conversion of natural vegetation and peatlands)

b. CO:2removals from the sequestration of carbon above ground and below ground, from
afforestation and net removals (removals minus emissions) the establishment of
dedicated energy plantations®

The specific emissions and abatement sources covered by each mitigation policy scenario are outlined in
detail Table 1. The policy package in the first row (2c_afolu) is the most comprehensive, targeting the most
number of mitigation sources in the AFOLU sector an emission tax on non-CO:2 emissions from agriculture
and on CO:2 emission sources from LULUCF; and a subsidy for the adoption of non-CO. abatement

2 |n addition to “the middle of the road” SSP2 used in this study, are the following SSPs: SSP1 - “Sustainability - Taking the Green Road (Low
challenges to mitigation and adaptation)”; SSP3 - “Regional Rivalry — A Rocky Road (High challenges to mitigation and adaptation)”; SSP4 —
“Inequality — A Road Divided (Low challenges to mitigation, high challenges to adaptation)”; and SSP5 - “Fossil-fueled Development — Taking
the Highway (High challenges to mitigation, low challenge to adaptation)” (Riahi et al., 2017p11)).

3 Direct CO2 emissions from agriculture (from fuel and energy use) are not included in the assessment.

4 1AMs currently do not explicitly capture soil carbon losses in their climate stabilisation pathways (Smith, 2016s). Nevertheless, agricultural
soils are estimated to have lost significant amounts of carbon following conversion from native vegetation (according to Sanderman et al.
(2018ug)) around 133 Pg C over the past 200 years) and global warming may further amplify carbon losses from soils (Crowther et al., 201651).

5N20 emissions from short rotation plantations (SRPs) for bioenergy are also included in this assessment. With respect to carbon stocks and
CO2 emissions SRPs Land converted to SRPs can either (depending on the original land cover) create emissions (e.g. if forests are converted)
or (temporal) removals if the average carbon stock over the rotation period of the SRP is higher than that of the original vegetation. This
(temporal) effect is only accounted for once in GLOBIOM when converting the land.
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technologies in agriculture (e.g. anaerobic digesters, feed supplements etc.), and for carbon sequestered
on agricultural land and from afforestation.

The rest of the policy packages cover fewer mitigation sources within the AFOLU sector. For example the
AFOLU-wide tax policy package (2c_afolu_tax) includes taxes on non-CO2z emissions from agriculture and
on CO2 emissions from LULUCF sources, but does not include subsidies for carbon sequestration or for
the adoption of non-CO: technologies. Conversely, the AFOLU-wide subsidy policy package
(2c_afolu_sub), includes these subsidies, but none of the taxes. The remaining policy packages target
each the agriculture and LULUCF sectors separately, using either a combination of tax and subsidy policies
(2c_agri, 2c_lulucf) or just the tax policies (2c_agri_tax, 2c_lulucf tax) or only the subsidy policies
(2c_agri_sub, 2c¢_lulucf_sub) (Table 1).

One of the main purposes of modelling the agriculture- and LULUCF-specific scenarios is to calculate the
extent to which the concessions in sectoral coverage lower the mitigation potential for the AFOLU sector
as a whole. The sector-specific scenarios also help to reveal the respective contributions from each
component of the AFOLU policy package, and the as well as the impact of policy and land use interactions
between each sector on the mitigation outcomes.

Table 1. The GHG emission and abatement sources targeted in the AFOLU mitigation policy
scenarios, as part of global sector-wide efforts to limit global warming to 1.5°C and 2°C

Agriculture (Non-agricultural) LULUCF
Scenario Mitigation .
names policy schemes No.n-(.ZOz Sail carbpn CO2emissions? Carboq b
emissions sequestration? sequestration
Tax v v
2c¢_afolu, 1.5¢_afolu )
Subsidy 4 v
Tax
2c_afolu_tax,1.5¢_afolu_tax | AFOLU . 4 v
Subsidy
T
2¢_afolu_sub,1.5¢_afolu_sub a>.< 4 v v
Subsidy
Tax v
2c_agri, 1.5¢_agri
Subsidy v
2c_agri_tax, Agriculture Tax v
1.5¢_agri_tax Subsidy
2c_agri_sub, Tax Y S,
1.5¢_agri_sub Subsidy
2c_lulucf, Tax Y
1.5¢_lulucf Subsidy v
2c_lulucf_tax, LULUCE Tax v
1.5¢_lulucf_tax Subsidy
2¢_lulucf _sub, Tax v
1.5¢_lulucf_sub Subsidy

Notes: a) Emission reductions from soil carbon sequestration are reflected in the LULUCF sector of countries’ national inventories.
b) CO2 emissions and carbon sequestration are from both above ground and below ground biomass sources in forestry and other land use
sectors.

As mentioned in the note of Table 1, changes in soil carbon stocks are assigned to the LULUCF sector of
national GHG inventories. However, since these actions occur on agricultural land and directly affect the
production decisions of farmers, for policy purposes it makes sense to refer to policies targeting this
abatement source as agricultural sector policies. Thus, for the remainder of the document, the policies
targeting non-CO2 emissions and soil carbon sequestration on agricultural land are designated as
agricultural sector policies. All of the other policy options are designated as LULUCF sector policies.
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There is an additional AFOLU-wide scenario, not shown in Table 1, which is the same as 2_afolu, but
which exempts least developed countries from paying taxes on emissions from either the agriculture or
LULUCEF sectors, called 2_afolu_wo_tax_ldc.® While these countries are exempted from paying taxes the
subsidies for non-CO2 abatement, soil carbon sequestration and afforestation are all maintained. The
exemption of least developed countries from taxes on AFOLU emissions is considered due to concerns
about the impact of emission taxes on worsening food security and landholder incomes. This is a highly
approximate attempt to consider the Common but Differentiated Responsibilities and Respective
Capabilities (CBDR-RC) principle of the United Nations Framework Convention on Climate Change
(UNFCCC), which acknowledges the differing capabilities and responsibilities of countries in tackling
climate change.” Furthermore, poor producers in countries that are not classed as least developed,
including in India and Latin America, are not exempt from paying emission taxes in the 2_afolu_wo_tax_Idc
scenario. Therefore, this scenario could still worsen food security among poor households in these
countries.

For all of the global mitigation scenarios, bioenergy demand and carbon price trajectories consistent with
the 2°C or 1.5°C climate stabilisation targets were implemented. In GLOBIOM, biomass demand for
bioenergy can be satisfied from dedicated energy plantations, and forest biomass including forest industry
residues. Energy plantations are represented through short rotation tree plantations of poplar, willow, or
eucalyptus with rotation periods of up to 10 years. With respect to forests, biomass for bioenergy can be
either sourced directly from managed forests (roundwood and fuelwood harvest including logging residues)
or from forest industry by-products (sawdust, woodchips, bark, black liquor, and recycled wood). First
generation biofuel demand sourced from annual crops (corn, wheat, sugarcane, rapeseed, soybean,
sunflower, oil palm) is based on Lotze-Campen et al. (2014112)) and kept constant across mitigation
scenarios. In the baseline scenario, total biomass demand is projected to decline to around 28 EJ/yr in
2050 driven by the substitution of non-commercial biomass including fuelwood with other energy
feedstocks. Bioenergy demand is projected to increase from around 55 EJ/yr in 2010 to 84 EJ/yr and
119 EJ/yr respectively in the 2°C and 1.5°C scenarios at global scale by 2050. In particular in Sub-Saharan
Africa (24 EJ/yr and 25 EJ/yr by 2050) and Latin America (18 EJ/yr and 36 EJ/yr by 2050) significant
growth in biomass production for bioenergy is anticipated through the establishment of dedicated energy
plantations and increased forest harvest. Beyond 2050, ambitious climate stabilisation pathways show an
even sharper increase in biomass demand (Lauri and Nordin, 201713); Obersteiner et al., 2018(14)). The
bioenergy demand and carbon prices were derived, prior to the modelling activity described in this study,
in the MESSAGE-GLOBIOM framework and are consistent with achieving the above climate targets, cost-
efficiently across all sectors (including AFOLU) over time. The implications of these changes in bioenergy
demand on the final energy split on different fuel sources and on carbon capture and storage are not
explicitly considered in this study, as only the land use sectors and GLOBIOM are within the scope of this
study.

This carbon price trajectory from this framework reaches USD 70 and USD 240/tCO2eq for the 2°C and
1.5°C scenario respectively by 2050. These carbon prices are used for all the tax and subsidy policy
instruments in the assessment. Both the carbon prices and demand for bioenergy enter the current
GLOBIOM assessment as exogenous trends. Consequently, rather than starting with a GHG mitigation
target for AFOLU, this study seeks to identify mitigation contributions from AFOLU that make sense, for
carbon prices that are reflective of economy-wide global efforts to meet the temperature goals of the Paris
Agreement.

Each of the nine policy schemes in Table 1 are repeated for both the 2°C and 1.5°C targets, for a total of
18 global policy scenarios. It should be noted that only the first policy scheme in this table will induce
emission reductions from the AFOLU sector that are consistent with global sector-wide efforts for meeting
these targets, because this scenario covers all of the sector’s emission and abatement sources, and
regions. The implication for all of the other policy schemes, is that more mitigation would be required from
other sectors, and at higher cost, to meet the shortfall from AFOLU.

6 This includes: all countries in sub-Saharan Africa except South Africa; all countries in South Asia except India; all countries in South East Asia,
and all Pacific Island countries.

" The CBDR-RC principle is enshrined in the 1992 UNFCCC treaty, https:/unfccc.int/resource/docs/convkp/conveng.pdf.
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Additional stylised scenarios are constructed to assess the mitigation potential of from reducing the amount
of livestock products in consumers’ diets. Since livestock products account for most of the GHG emissions
in consumers’ basket of food products, these changes are expected to make an important contribution to
emission reductions. However, these scenarios differ from those outlined in Table 1 as the changes in
consumption are made directly in the model and do not occur in response to an explicit policy intervention
to achieve the changes in consumption. In other words they are foresight scenarios, which reveal the
technical rather than policy potential of changes to consumer diets. Consequently, the dietary change
scenario descriptions and results are presented in Box 1 rather than in the main body of the report.

2.3. Sensitivity analysis

A number of additional scenarios are also conducted in relation to the central 2c_afolu scenario to assess
the impact of the following factors on mitigation outcomes:

¢ Change in the shared socioeconomic pathway from SSP2 to SSP1
e Climate change impact assumptions

e Technological progress for add-on technologies

Change in the shared socioeconomic pathway (SSP)

In this set of scenarios the impact of the 2c_afolu mitigation policy was quantified for SSP1 — i.e. the
underlying population and GDP growth assumptions, yields, and diets were changed to match those
consistent with SSP1. Mitigation efforts (carbon price and bioenergy demand) were maintained at the
SSP2 levels to enable comparison with the central 2c_afolu scenario.

Climate change impact assumptions

The sensitivity of emissions and mitigation outcomes to different assumptions about climate change are
also assessed. Specifically, the impact of different representative concentration pathways on the mitigation
outcomes for the central 2c_afolu policy package was also quantified. These included comparing the
outcomes of RCP 6.0, RPC 8.5, and RCP 8.5 without CO: fertilisation, in comparison to the central
RCP 2.6 assumption.

Technological progress for abatement technologies

For abatement technologies which target non-CO2 emissions, the impacts of technological changes that
improve their cost-effectiveness are assessed. In the standard scenarios emission saving coefficients and
impacts on yields for the non-CO2 technologies change proportionally to any yield increases assumed for
crop- and livestock in SSP2. This assumption ensures that the percentage of emissions reduced by a
particular technology is maintained over time.

For the sensitivity analysis additional technological progress assumptions are based on Harmsen et al.
(20191151)) who assumed that an additional 10% of non-mitigated residual emissions can be abated once all
technologies have been adopted. We apply the same assumption for technologies with a negative
emission coefficient and increase the efficiency (10% of residual emissions). For technologies with a
positive emission factor (e.g. those that increase yields but result in some increases in emissions as well),
we assume that emission increases are reduced by 10% in 2050. On top of the improvements in emission
factors, we also assume a 28% decrease in costs by 2050.8

8 This is based on assumptions in the Greenhouse Gas and Air Pollution Interactions and Synergies (GAINS) assessment, shown in Table 1 of
Hoglund-Isaksson (2018;51).
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3. Policy scenario results relating to the 2°C target

In this section, results from the mitigation scenarios relating to the 2°C target, which form the backbone of
the results section, are presented. This narrowing of focus serves the purpose of cutting down the number
of scenario results that are discussed in detail, to focus on the more conservative end of an ambitious
range of carbon prices. The results from the mitigation scenarios for the 1.5°C target are presented in a
more summarised format in Section 4.

3.1. Global impacts of AFOLU-wide policies on GHG emissions and land use

In the baseline scenario, which does not include any mitigation policies and is consistent with the SSP2
baseline, non-CO2 emissions from agriculture increase from 5.4 GtCOzeq to 6.7 GtCOzeq between 2020
and 2050, but this increase is more than offset by net reductions in LULUCF CO:2 emissions (LULUCF
emissions + removals from afforestation), causing total net AFOLU emissions to decline slightly from
9.4 GtCOz2eq to 9.3 GtCOz2eq over this period (Figure 1). With agricultural production and emissions
growing over time, from 5.4 GtCOzeq to 6.7 GtCO2eq between 2020 and 2050, agriculture’s share of net
AFOLU emissions is projected to increase from 58% in 2020 to 72% in 2050. LULUCF emissions on the
other hand are relatively more stable, declining from 4.6 GtCOzeq to 4.3 GtCOzeq over this period
(4.4 GtCOz2eq and 4.2 GtCOzeq of which are from the combination of deforestation and other land use
changes).

Figure 1. Baseline trends in AFOLU emission sources (in MtCO2eq)
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In the scenario targeting all sources of mitigation in AFOLU, (2c_afolu) total net annual emissions from
AFOLU fall by 8.3 GtCO:zeq, relative to the baseline in 2050 (Figure 2). This represents a substantial 89%
reduction in net AFOLU emissions, in CO2 equivalent terms. This equates to a 12% reduction of the
67 GtCO2eq baseline projection for total global anthropogenic emissions in 2050, and 18% of the
46 GtCO2eq projected total global mitigation in 2050, corresponding to the 2°C target calculated in
McCollum et al. (2018161). Most of this mitigation is due to the emissions tax, which almost eliminates
emissions from deforestation and other land use changes, accounting for a 3.4 Gt GtCOz2eq reduction in
emissions (42% of total mitigation from AFOLU). This represents an 82% reduction in the 4.2 GtCOzeq of
emissions from deforestation and other land use changes in 2050. Consequently, the mitigation potential
of the AFOLU sector is highly dependent on the assumed continuation of emissions from land clearing,
include in the LULUCF emissions category in Figure 1 above. The subsidy component of this scenario
incentivises most of the afforestation which, combined with afforestation from energy plantation growth,
generates CO2 removals of 1.8 GtCO2zeq. Subsidies for soil carbon sequestration on agricultural land
promotes a further 0.7 GtCO2eq in removals. A combination of the carbon tax and the technology adoption
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subsidy are responsible for reducing most of the 2.3 GtCO2eq of non-CO2 emissions from agriculture by
2050, representing a 35% reduction in annual agricultural emissions, relative to the baseline.

Figure 2. AFOLU emission changes (MtCO2eq) for the AFOLU-wide policy scenarios
relative to baseline in 2050, in relation to the 2°C target
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Note: The emission and mitigation sources shown in the figure include non-CO2 emissions (methane and nitrous
oxide emissions from agriculture), SOC (soil organic carbon sequestration), FM (CO2 emission changes from forestry
management), LUC (CO2 emission changes from land use changes), AFF (CO2 emission changes from
afforestation), and NET (net GHG emission changes aggregated across all AFOLU sources).

As expected, the other AFOLU scenarios, which apply the tax and subsidy policies separately
(2c_afolu_tax, 2c_afolu_sub) are less effective at mitigating emissions, primarily because fewer emission
and abatement sources are covered in these scenarios. Recall that the AFOLU tax scenarios only target
non-CO2 emissions from agriculture and CO2 emissions from FOLU, whereas the AFOLU subsidies
incentivise the adoption non-CO: abatement technologies and AFOLU-wide carbon sequestration
(Table 1).

At the same time, taxing AFOLU emissions reduces emissions by more than subsidising mitigation. For
example, in 2050, AFOLU emissions fall by 5.8 GtCO:2eq in the 2¢_afolu_tax scenario, compared to only
3.3 GtCOz¢eq in the 2¢c_afolu_sub scenario. The main reason for this difference is that the subsidy fails to
halt emissions from land use changes, whereas the tax incentivises substantial emission reductions of
3.4 GtCO:2eq yr! from this source. In addition, the tax drives larger reductions in non-CO2 emissions from
agriculture of 2 GtCO2eq yr* compared to 0.8 GtCOzeq yr-! for the subsidy. This is because the tax induces
substantial emission reductions from reallocating agricultural land use and production towards less
emission intensive commodities, along with reductions in overall consumption due to increases in the
prices of commodities. It also increases the concentration of production in regions with relatively lower
emission intensities.

These varying impacts of the policy packages on emissions are also accompanied by differing impacts on
land use. In the baseline, population and income growth underpin demand for agricultural products,
causing cropland and pastureland to expand by 9% and 3% respectively, between 2020 and 2050. This
increase in agricultural land occurs at the expense of total forest and other natural land which decline by
1% and 6% over this time frame. The changes in land use compared to the 2050 baseline, are shown in
Figure 4 for a selection of policy packages.
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Figure 3. Baseline trend in global land uses (1 000 ha) between 2020 and 2050
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Note: Total forest is the combination of established forests (referred to as Forest in Figure 4) that can only decrease compared to their
year 2000 levels and recent forest (referred to as Affor. in Figure 4). The category “Other”, refers to other natural land.

Figure 4. Land use changes (1 000 ha) for AFOLU-wide policy scenarios relative to baseline in
2050, in relation to the 2°C target
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Note: the Forest land cover refers to existing forests in the year 2000. Forests established after the year 2000 are represented by
Affor. The category “Other”, refers to other natural land. Regarding the correspondence between these land use categories and the
emission sources and sinks reported in Figure 2, the LUC emissions represent emissions from the conversion of forest (old and new)
and other natural land, whereas the carbon sink called AFF corresponds to an expansion in afforestation and the bioenergy plantations
(included in Energy Crops), relative to the baseline.
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The policies in taxing global AFOLU emissions (2c_afolu and 2c_afolu_tax) cause conventional global
agricultural land use (cropland and pastureland) to contract by 10%. This land reallocation effect plays out
more broadly at the AFOLU level, with this land being replaced by other land uses with lower emissions
and higher potential for carbon storage (Figure 4). The tax and subsidy policies also have contrasting
impacts on the direction of changes in other natural land (Other). This reflects the differing impacts these
policies have on the relative competitiveness of different land uses. The global emission taxes in 2c_afolu
and 2_afolu_tax reduce competitiveness of conventional agricultural land, resulting in less conversion of
other natural land and forest into conventional agricultural production relative to the baseline. This also
allows energy crops, which expand in response to growing bioenergy demand in all of the mitigation
scenarios, to displace land for conventional agricultural production. In contrast, when abatement is
subsidised, the opportunity cost of displacing cropland and pastureland increases relative to other natural
land. Thus in this case, other natural land is instead displaced by growing energy crops. The exemption of
least developed countries from paying taxes in 2c_afolu_wo_tax_Idc leads to the same dynamics in sub-
Saharan Africa as well as fall in the forest cover in this region, resulting in a lower overall increase in global
forest cover when compared to either 2c_afolu or 2c_afolu_tax.

Exempting least developed countries from paying emission taxes in the AFOLU-wide policy
(2c_afolu_wo_tax_ldc) lowers global mitigation from AFOLU from 8.3 GtCOzeq to 5.7 GtCOz2eq, compared
to the most comprehensive AFOLU-wide policy (2c_afolu_tax). This reduction is mainly due to a fall in the
mitigation from avoided land use change in sub-Saharan Africa. Similar, but lower, global mitigation is
achieved by applying a tax to all AFOLU emissions in all countries, but not a subsidy for sequestration
(2c_afolu_tax).

In the 2c_afolu scenario, agriculture contributes 37% (28% excluding soil carbon sequestration on
agricultural land) of the AFOLU’s 8.3 GtCO2eq emission reduction in 2050. Closer inspection of the
mitigation contributions from agriculture shows that emission reductions from livestock (enteric CH4 and
manure CH4 and N20) account for most of the non-CO:2 reductions across all scenarios, while most of the
soil carbon sequestration occurs on cropland (Table 2).

Table 2. Percentage contribution of different agricultural sources to non-CO; emission reductions
and soil organic carbon (SOC) sequestration relative to baseline for AFOLU-wide policy scenarios
in 2050, in relation to the 2°C target

Policy scenario Enteric CH4 Manure CHa Rice CH4 Crop N2O Pasture SOC Cropland Total non-CO:
&N20 SOC & S0C
(MtCO2eq)
2c_afolu 37% 19% 10% 1% 8% 16% -3 046
2c_afolu_wo_tax_Idc 19% 14% 15% % 16% 29% 1777
2c_ afolu _tax 49% 25% 13% 14% 0% 0% -2 309
2c_afolu _sub 17% 12% 16% 4% 18% 32% -1627

3.2. Global impacts of sector-specific policies on GHG emissions, land use and
production

By exploring results for the policy scenarios which target agriculture and LULUCF sectors separately
(Figure 5), it is possible to show the respective contributions from each component of the AFOLU-wide
mitigation policy package more clearly. Moreover, comparing the results of the separate agriculture and
LULUCEF policies also reveals how mitigation policies in one sector can influence the other.

For example, with reference to the 2°C target, the tax on agricultural emissions generates near equal
shares of mitigation from agriculture and LULUCF, despite only targeting agricultural emissions: 56% of
the 4.0 GtCO2eq yr! of the emissions abated by 2c_agri_tax are from agriculture, with the rest from
avoided land use change (34%) and afforestation (16%). By reducing agricultural land rents, the tax causes
some agricultural land to shift to forest and other land uses, increasing the land-based stock of carbon.
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Figure 5. AFOLU emission changes (MtCO2eq) relative to baseline for policies targeting agriculture
and LULUCF sectors separately in 2050, in relation to the 2°C target
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As shown in Figure 6, it is apparent that all of the scenarios that tax agricultural emissions (2c_agri_tax,
2c_afolu_tax) induce the largest contraction of pastureland and crop land. There is a commensurately
large increase in forest (from avoided deforestation rather than afforestation) other natural land, and energy
crops.

Figure 6. Land use changes (1 000 ha) relative to baseline for all policies in 2050,
in relation to the 2°C target
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As with the AFOLU-wide scenarios, emission reductions from livestock (enteric CH4 and manure CH4 and
N20) account for most of the non-CO: reductions across all scenarios, while most of the soil carbon
sequestration occurs on cropland (Table 3). The total mitigation numbers presented in the final column of
this table only include emission reductions in the agricultural sector and therefore differ from the net AFOLU
mitigation quantities shown in Figure 5.

Table 3. Percentage contribution of different agricultural sources to non-CO; emission reductions
and soil organic carbon (SOC) sequestration for the agriculture and LULUCF policy scenarios,
relative to baseline in 2050, in relation to the 2°C target

Enteric Manure CHs Rice Crop Pasture Crop Total non-CO2
CHa4 and N20 CHs N20 SOC SOC & SOC
(MtCO2¢q)
2c_agri 37% 19% 10% 8% 8% 18% 2978
2c_agri _tax 50% 25% 14% 11% 0% 0% 2171
2c_agri _sub 17% 12% 17% 2% 20% 36% -1467
2¢_lulucf 70% 30% 9% 9% 0% 0% -596
2¢_ lulucf _tax 76% 31% 8% -15% 0% 0% -491
2¢_ lulucf _sub 112% 58% 24% -95% 0% 0% -86

Note: for the emission sources with negative shares, emissions increased rather than decreased.

The addition of a subsidy for agriculture increases total mitigation from AFOLU from 4.0 GtCO2eq yr! to
4.6 GtCO2eq yrl, by incentivising soil carbon sequestration and further non-CO2 emission reductions
(compare 2c_agri_tax with 2c_agri in Figure 6). In addition to the 0.83 GtCO2eq yr! of sequestration in
agricultural soils and the 0.72 GtCO2eq yr! in non-CO2 emission reductions from applying the abatement
subsidy to agriculture alone (2c_agri_sub), there is also a similar increase in the quantity of CO2 removals
through afforestation. This is not induced by the abatement subsidy in agriculture, but is instead a
consequence of the exogenous increase in biomass demand from energy sector, present in all of the
mitigation policy scenarios.

As shown in Figure 6, the increase in energy crops is consistently large across all of the policy scenarios
(150-166 Mha.by 2050). Despite the significant growth, the impact on agricultural areas differs across the
mitigation policy scenarios. While the increase in energy crops causes a net agricultural area expansion
(if energy crops are included along with conventional cropland and pasture) beyond baseline levels, the
other mitigation scenarios induce a decline in total agricultural area.

Just as mitigation policies directed at agriculture have large indirect impacts on lowering LULUCF
emissions, the reverse is also true. The LULUCF policies all help to lower non-CO2 emissions from
agriculture, particularly those that tax LULUCF emissions. For example, the 2c_lulucf-tax and 2c_lulucf
policies help to reduce agricultural non-CO2 emissions by 0.5-0.6 GtCO2eq, in addition to directly mitigating
4-5 GtCO2eq from LULUCF sources in 2050. The non-CO:2 reductions are smaller but still similar in
maghnitude to the reduction achieved by directly subsidising non-CO2 abatement in agriculture.

These impacts are reflected in the land use changes associated with these policies — with 2c_lulucf-tax
causing large reductions in cropland and particularly pastureland (and other natural land), with
commensurate increases in forest area and area devoted to energy plantations. The main mechanism for
this is the impact of the LULUCF tax on preventing deforestation relative to the baseline, which increases
the opportunity costs of agriculture relative to other land uses.

The policies targeting LULUCF are more effective at lower net emissions than those that are limited to
agriculture. For example, the LULUCF policy scenario that applies both a tax on emissions and subsidy
for increasing carbon stocks (2c_lulucf) achieves 69% of the emission reductions from the most
comprehensive AFOLU-wide policy package for the 2°C target (2c_afolu), whereas the agriculture-only
version (2c_agric) achieves 56% of reductions by this package. The main reason for this higher
effectiveness is that the emission tax applied to LULUCF significantly lowers land use change emissions.
The LULUCF subsidy also generates substantial mitigation via afforestation.
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As a consequence of these spill-over effects, the mitigation policies separately targeting agriculture and
LULUCF are non-additive. That is, the sum of the mitigation quantities from the separately applied policies
exceeds the mitigation quantity from the corresponding policies applied simultaneously to all AFOLU
sources. For example, the sum of the 2c_agric and 2c¢_lulucf policies generates a 10.3 GtCOzeq reduction,
exceeding the 8.3 GtCO2eq from 2¢_afolu in 2050. This lack of additivity extends to all sources of mitigation
across AFOLU.

Global production of all agricultural commodities falls in all of the scenarios, with the exception of the
subsidy for mitigation in agriculture which causes near-zero changes (between -0.6% and 0.6% in
percentage terms) in agricultural production (see 2c_agric_sub in Figure 7). As with land use changes,
there is a large disparity in the impacts of the tax and subsidy policies, with taxes, particularly on agricultural
emissions, driving more substantial declines in production across both crop and livestock commodities.
The production impacts are minimised for all of the scenarios involving the use of a subsidy alone (see
2c_afolu_sub, 2c_agric_sub, 2c_lulucf_sub).

The largest falls in output occur for ruminant and dairy products which are the most emission intensive,
compared to non-ruminant products. For example, the 2c_afolu policy causes an 18% decline in ruminant
meat output and an 11% decline in dairy products, compared to a 5% decline in non-ruminant meat output,
relative to the baseline in 2050. Much of the fall in cereal products can also be attributed to a reduction in
demand for cereal feeds by livestock.

Figure 7. Production changes (million USD) relative to baseline for all policies in 2050,
in relation to 2°C target
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Note: The different agricultural outputs were valued at constant baseline world prices (valued in 2000 USD) so that they could be
aggregated. As they are based on constant world prices, the changes can be considered as approximate changes in the volume of
production.

The components of the aggregate product categories are listed in parentheses as follows: OCR (Other crops), CER (cereals including
wheat, coarse grain crops and rice), OSD (oilseed crops including as soy beans and rapeseed crops), NRM (non-ruminant products
including meat and eggs), RUM (ruminant meat), DRY (dairy products).

As discussed in Section 2.2, a number of additional stylised scenarios are constructed to assess the
mitigation potential o