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' Why use an economic model?

A Most human-induced environmental
change originates in economic activity.

A Environmental effects of policy will largely
result from economic responses.

A Thus, to understand environmental
Incidence, we need to understand
economic behavior.
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' Why a state model?

1. California is unigue
A Both economic structure and emissions
patterns differ from national averages
2. California needs research capacity to
support its own policies

A A first-tier world economy
3. California stakeholders need more

accurate information about the
adjustment process

A National and global assessments mask
extensive interstate and regional spillovers
and trade-offs

16 June 2005 BEAR Model Roland -Holst: 3



Muse a general equilibrium
|2

1. Complexity- Given the complexity of
todayods economy, polic
Intuition and rules-of-thumb alone are
assuming substantial risks.

2. Linkage- Indirect effects of policies often
outweigh direct effects.

3. Political sustainability - Economic policy
may be made from the top down, but

political consequences are often felt from
the bottom up.

GE models, supported by detailed data, can
elucidate these linkages and improve
visibility for policy makers.
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Model Structure

Three Components: Data, Model, Scenarios

1. Detailled economic and emissions data

A Three activity aggregations: 165, 50, and 10
sectors/commodities

A 10 household groups (by tax bracket)
A detailed fiscal accounts
A 14 emission categories

1. Berkeley Energy And Resource (BEAR)
Model 1 a dynamic GE forecasting model

2. Three Scenario Horizonsi BEAR solves
annually to 2020, 2050, and 2080
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