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Introduction

+ During the 1980°s scientists warmned that climate patterns are disrupted by
changes in the composition of gases that constitutes the atmosphere.

« Much of the GHG's is of antrophorgenic origin.
+ A global treaty to deal with this, the UNFCCC was accepted in 1992,
+ Objective of the UNFCCC is to establish and eventually reduce GHG's.

+ Achievement of the objective of the UNFCCC are through changes in
economic and energy related activities of the Annex I Parties

+ The UNFCCC is thus an important ¢conomic agreement

« Parties to Convention:
- Annex I = developed and countries in transition to a market economy
- Annex II = developed countries
- Non-Annex I = developing countries (SA - non-Annexure I)



Purpose of the Study and Deliverables

« Cognisant of the potential impacts of responses to the
UNFCCC by Annex I Parties on the economies of the non-
Annex I Parties, NEDLAC commissioned a report which will
enable all stakeholders to assess what sectors and sub-
sectors of the economy of South Africa could most seriously
be affected by the likely and diverse mitigation actions that
could be adopted by our trading partners to comply with the
UNFCCC.

* Recommendations to be made on:
- tentative solutions to lessen the negative effects of SA; and
- how to monitor the mitigation strategies of the Annexure I
Parties

* Methodology
Extensive quantitative and qualitative analysis of the policies
already in place in selected Annex I Party economies and their
impacts



Developed Country Policies and Measures (PAMs)

PURPOSE

« In its analysis of ways for the mitigation of climate change,
the IPCC produced a framework of potential PAM’s for the
Annex 1 Parties: "to limit and recude GHG emissions and to
enhance GHG sinks under the UNFCCC”,

* The desired outcome of the combination of measures:
“should aim to reduce barriers to the commercialisation,
diffusion and transfer of GHG mitigation technologies;
mobilise financial resources; support capacity building in
developing countries and countries with economies in
transition; and induce behavioural changes.” (IPCC)

* “A number of relevant measures may be introduced for
reasons other than climate mitigation, such as raising
efficiency or addressing local/regional economic and
environmental issues.” (IPCC)



Developed Country Policies and Measures (PAMs)

THE BASKET OF POTENTIAL POLICIES AND MEASURES INCLUDE:

« market based programmes which include carbon or energy
taxes, full cost pricing, government procurement, use or phase
out of subsidies, tradeable permits/quotas;

« voluntary agreements, for example, energy use and carbon
emissions standards and the promotion of efficient energy

products;

« regulatory measures like mandatory equipment or building
standards; and

« research and development for the improvement of efficiency in
energy generation and the development of renewable energy
sources.



Developed Country Policies and Measures (PAMs)

SECTORS

Climate change impacts primarily on the following seven
broad sectors of the economy:

« residential, commercial and institutional building sector;
* transport sector;

« industrial sector;

« energy supply;

« agricultural sector;

+ forest sector; and

+ solid waste and water disposal.
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Developed Country Policies and Measures (PAMs)

COMPARISON OF THE IDEAL LIST OF PAM’s AND THOSE
ADOPTED BY THE ANNEX 1 PARTIES FOUND THAT:

« but for a few exceptions, there is areal reluctance by Annex 1 Parties to
introduce energy taxes on power generation and use or to limit it by
quotas and/or permits and to embark on emission trading;

« PAM's are market based, favour privatisation of the energy sector, the
elimination of subsidies and fiscal measures that promotes GHG-
emissions and the introduction of such measures to promote emission
abatement;

« there is a strong reliance by Annex 1 Parties on technology and research
and development in all sectors among the existing PAM's but especially in
respect of power generation;

« there is a preference to improve the efficiency of liquid fuel use in the
transport sector by voluntary agreements and spending on research and
development, instead of further fuel taxes;

« in residential, commercial and institutional buildings, PAM's are of a
regulatory nature and contribute significantly to emission abatement;



Developed Country Policies and Measures (PAMs)

COMPARISON OF THE IDEAL LIST OF PAM’s AND THOSE
ADOPTED BY THE ANNEX 1 PARTIES FOUND THAT
(continued):

« the EU and Japan are addressing a modal switch in transport away
from automotive to other modes of transport, especially rail;

« there is a high degree of similarity in the suites of actual PAM’s that
are adopted by the Annex 1 Parties, albeit with different emphasis.
An exception to this is the UK that seems to be ahead of most other
Annex 1 Parties embracing almost all of the potential PAM's of the
IPCC; and

« only a handful of Parties succeeding in stabilising CO, emissions,
with the successful ones, i.e. UK and Germany, achieving this as the
result of fuel switching that had been initiated for reasons other
than climate change considerations.



Developed Country Policies and Measures (PAMs)

AREAS OF ECONOMIC IMPACT

* The PAM's adopted by the Annex 1 Parties primarily aim at emission
reduction through improved efficiency and technological progress in energy
use and generation.

Their potential impacts on the South Africa economy can be as follows:

* reduced demand for fossil fuels by Annex 1 Parties because of the
stabilisation of emissions that will impact negatively on South African coal
exports.

« the favourable impact on South African exports and possibly investment
where PAM's render domestic production in the host country less
competitive than before. However, this observation holds only if conditions
remain static. The dynamics of climate change policies may dictate quite
different outcomes, especially the dynamics introduced by technology
improvements.

« South African exports being disadvantaged because of climate change
specifications, standards and labelling that are introduced by Annex1 Parties,
especially where the trade-off between revenue and cost of meeting
specifications proves to be a hurdle. This could be applicable to exports of
electrical household appliances, as an example.



Developed Country Policies and Measures (PAMs)
I
AREAS OFECONOMIC IMPACT (continued)

« South African consumers finding imported products from Annex 1
Parties becoming more expensive as the result of higher energy
costs. Examples are electrical household equipment and motorcars.

* investments that are primarily driven by technology advances with
exports being of secondary importance. Examples are development of
renewable energy resources, improved coal fired technology,
improved industrial technologies and local development of nuclear
generation technology.

* South Africa benefiting from leakage in the manufacture and export of
energy intensive products from Annex | Parties.

* Imports where consumers derive benefits from climate change
technology, like more energy efficient motorcars and household
appliances and industrialists from improved industrial and power
generating plant. In fact any non-Annex1 Party that benefits from a
high investment ratio, is in a position to integrate a number of climate
change abatement mechanisms into its economy in a “no regrets”
manner.



Developed Country Policies and Measures (PAMs)
I

AREAS OFECONOMIC IMPACT (continued)

+ The UNFCCC is not only on environmental but also a
very important economic agreement on its anticipated
impact on trade, innovation and technology

+ The impacts on the South African economy are dual
in notion with some outcomings having the potential
to be positive and others to be negative

+ The implications of the UNFCCC to South Africa
requires of the country to adopt a strategic approach
towards it



The Economic Modelling of Climate Change

T
Theoretical basis of most climate change economic models
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