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Overview

The purpose of this paper is to estimate the macroeconomic impacts of AB32 on the Southern California Association of Governments (SCAG) Region economy.  This is the largest economic region in California in terms of population and economic activity.  It is unique in several respects, such as its diverse population, climate, transportation network and economic structure, and its climate action plan has been developed accordingly (see SCAG, 2012a).  We examine the economic implications of ten major mitigation options individually and as a group.  Our analysis utilizes the results of the findings of Technical Working Groups (TWGs) in the areas of energy supply (ES), residential/commercial/industrial demand (RCI), and agriculture/forestry/waste management (AFW).  We insert these microeconomic results into the Regional Economic Models, Inc. (REMI) Policy Insight Plus Macroeconometric Model to ascertain the total economic impacts on the SCAG economy.  
Methods
The Regional Economic Models, Inc. Policy Insight Plus Model was applied in the analysis by carefully linking technical and microeconomic aspects of each mitigation option to the workings of the regional economy.  We further refine a methodology for the application of the REMI Model that we have used successfully in evaluating climate action plans in several states (see, e.g., Rose et al., 2011; Rose and Wei, 2012).
Results

Our results indicate that the combined ten mitigation policy options could create an annual average employment gain of 20 thousand jobs over the entire planning period from now to 2035, but could also have a negative net present value impact of $17 billion in regional GDP.  In the paper, we explain this and other anomalies.  Sensitivity analyses of key assumptions and parameters for the Renewable Portfolio Standard indicate that the results are robust.  They also provide policy-makers with insights into how to improve the macroeconomic impact of this major policy option.
Conclusions

Overall, the findings from this study suggest that implementing various GHG mitigation policy options would generate net positive employment impacts on the SCAG Region’s economy and only very slight negative impacts on GDP.  Also, sensitivity tests indicate that the macroeconomic performance of these options can be improved by various ways that help lower the costs of new green technologies and attract investment from other regions.  The results provide a basis for government and the private sector to cooperate in achieving the best possible outcome of climate policy.  Any regional economic losses must be compared with the direct benefits, as well as any other co-benefits relating to reduction in more general pollution and reduction in energy use and other positive implications of GHG emission mitigation.
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