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Sector-based analysis and post-2012 targets



• The costs associated with meeting a target are a key variable 
in assessing the comparability/fairness of the target 

• Estimating these costs requires sector-based analysis of 
mitigation potentials within a country

• Sector-based analysis is usually addressed through the use 
of marginal abatement cost curves (MACCs) 

Sector-based analysis and targets



• MAC curves are generally a product of models 

• To enhance transparency they can be built with indicators

• Mitigation potential in a country is equal to the mitigation 
potential in each sector x share of emissions from sector

mpi = f(mpenergy(i) x %energy(i) + mpagriculture(i) x %agriculture(i) +..)

Developing MACCs with indicators



Approach

1)Using IPCC AR4 or other reputable data, generate a 
MACC for Annex 1 in 2020

2)Apply these Annex 1 aggregate potentials to each Annex 
1 Party – relative to their 2020 sectoral baselines

3)Apply a relative efficiency factor to each sector within 
each country to generate a ‘proxy’ MACC
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Approach

1)Using IPCC AR4 or other reputable data, generate a 
MACC for Annex 1 in 2020

2)Apply these Annex 1 aggregate potentials to each Annex 
1 Party – relative to their 2020 sectoral baselines

3)Apply a relative efficiency factor to each sector within 
each country to generate a ‘proxy’ MACC

Developing MACCs with indicators



Country A

Developing MACCs with indicators

0
12

Price of 
carbon 
(Euro)

What about relative efficiencies within sectors?

2 4 6 8 10 Emission reductions

(% below 2020 baseline)

100

80

60

40

20



Country A

Developing MACCs with indicators

0
12

Price of 
carbon 
(Euro)

What about relative efficiencies within sectors?

2 4 6 8 10

“Efficient”

Emission reductions

(% below 2020 baseline)

100

80

60

40

20



100

0

80

60

40

20

Price of 
carbon 
(Euro)

Country B

Developing MACCs with indicators

12

What about relative efficiencies within sectors?

“Inefficient”

2 4 6 8 10 Emission reductions

(% below 2020 baseline)



100

0

80

60

40

20

Price of 
carbon 
(Euro)

Country B

Developing MACCs with indicators

12

“Inefficient”

2 4 6 8 10

Increase the potential 

and/or reduce cost

Industry: use energy efficiency index (EEI) 

Emission reductions

(% below 2020 baseline)



100

0

80

60

40

20

Price of 
carbon 
(Euro)

Country B

Developing MACCs with indicators

12

“Inefficient”

2 4 6 8 10 Emission reductions

(% below 2020 baseline)



Country A

Developing MACCs with indicators

0
12

Price of 
carbon 
(Euro)

2 4 6 8 10

“Efficient”

Reduce the potential 
and/or increase cost

Emission reductions

(% below 2020 baseline)

100

80

60

40

20



Country A

Developing MACCs with indicators

0
12

Price of 
carbon 
(Euro)

2 4 6 8 10

“Efficient”

Emission reductions

(% below 2020 baseline)

100

80

60

40

20



Country A

Developing MACCs with indicators

0
12

Price of 
carbon 
(Euro) Country B

“inefficient”

“efficient”

2 4 6 8 10 Emission reductions

(% below 2020 baseline)

100

80

60

40

20



Key issues to resolve 

1)Determining 2020 sectoral baseline emissions 

2)Generating 2020 Annex 1 MACC

3)Developing efficiency indicators that could be applied to 
2020 for all sectors

Developing MACCs with indicators
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ACE-IST: Marginal Abatement Cost Curves 



Sector-based analysis: Next Steps

n to present results from ACE-IST in June, and hope to 
include MACCs developed with indicators  

lcome any data on 
Sectoral baseline emission projections
Sectoral efficiency indicators 

ase send this data to:
ben.gleisner@treasury.govt.nz
steven.cox@maf.govt.nz  
amelie.goldberg@mfe.govt.nz 
daniel.twaddle@mfe.govt.nz 



Thank you 
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