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Overview

The Florida Climate Action Plan (CAP) has designed policies and measures to mitigate emissions of greenhouse gases (GHGs).  The implementation of technical and behavioral mitigation options requires changes in the way businesses and government operate and the way households and visitors conduct their daily lives.  Some of those changes will require minor adjustments, while some will require major ones.  The Florida CAP has endeavored to identify the least costly mitigation options, and, in fact, has identified a number that result in cost savings.   However, all of the cost estimates of mitigation options in the CAP apply to the site of their application, or what are termed partial equilibrium economic impacts.  The mitigation options also generate general equilibrium and broader macroeconomic impacts stemming from the increased spending on mitigation, reduced spending on energy, and the interaction of demand and supply in various markets.  To analyze the macroeconomic impacts of implementing the options in the CAP, we apply the Regional Economic Models, Inc. (REMI) Policy Insight modeling software to evaluate the impacts of the FL CAP mitigation options on output, income, employment, and prices in the State for the policy horizon of 2008-2025.
This paper is divided into 6 sections.  Section 1 is an introduction and backgound of the study.  In Section 2 we summarize the workings of the REMI Model.  Section 3 presents an overview of how we translate the CAP Technical Working Groups’ (TWGs) analysis of mitigation options into REMI simulation policy variables, as well as how the data are further refined and linked to key structural and policy variables in the Model.  In section 4, we summarize the policy simulation process.  Section 5 presents the simulation results, including a sensitivity analysis and interpretation of results.  Section 6 provides a summary and some policy implications.
Methods

The study makes use of REMI Policy Insight.  It is a structural economic forecasting and policy analysis model.  It integrates input-output, computable general equilibrium, econometric and economic geography methodologies.  The model is dynamic, with forecasts and simulations generated on an annual basis.
The use of the REMI Model involves the generation of a baseline forecast of the economy through 2025.  This is based on the most recent data available (i.e., 2006 data) for Florida.  Then simulation forecasts are run of the changes brought about through the implementation of the various options included in the CAP.  This involves identifying relevant policy variables in the REMImodel and changing the values of these variables based on the CAP analysis results.  The total impact is a combination of multiplier (purely quantitative interactions) general equilibrium (price-quantity interactions) and macroeconomic (aggregate interactions) impacts. The differences in the outcomes of key economic variables between the baseline forecast and the simulation forecast represent the total regional macroeconomic impacts of the CAP.
Results

Our results indicate that the net macroeconomic impacts on the Florida economy will be significantly positive.  The analysis estimates that the implementation of the 28 quantified mitigation/sequestration options in the Florida CAP would result in $37.9 billion net cumulative increase in Gross State Product (in NPV terms) between 2008 to 2025 and increase employment by 148,000 full time equivalent jobs by 2025.
The Florida-specific Renewable Portfolio Standard (RPS) yields the highest positive impacts to the economy. Calculations show that an RPS by itself would contribute more than $16 billion net cumulative increase in GSP (NPV) and create almost 37,000 new jobs by 2025.  Other options that would bring about high economic benefit to Florida include afforestation and restoration of previously forested lands, increase the in-state low carbon fuels production, and promoting energy efficiency in existing residential buildings.  Our sensitivity analysis shows that our results are relatively “robust”, i.e., varying the values of key parameters does not change the results in a major way.   

Conclusions

Our results indicate that the implementation of the 28 mitigation/sequestration options in Florida will bring significant positive macroeconomic impacts to the state.  The economic gains arise primarily from the ability of mitigation options to lower the cost of production.  This stems primarily from their ability to improve energy efficiency and thus lower input costs of fuels and higher consumer purchasing power.  The results also stem from the stimulus of increased investment in plant and equipment.  Overall, the Florida Energy and Climate Change Action Plan is a win-win policy, i.e., it helps the state to achieve its GHG emissions reduction goals and at the same time bring economic benefits to the state.

































