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APPENDIX A

POLICY OPTION TYPE OF MEASURES

Types of M easures Description
Support

Import tariff Duties levied on imported biofuels. Lowering import tariff will increase import
volume, whereas increasing tariff will reduce import volume. Tariff affects
domestic price elasticity and market distribution (boosting domestic producer).

Target Percentage or volume of renewable energy (or biofuels) consumption (for all
sector/ for specific sector) set to be achieved at specific timeframe. The amount
indicated as atarget is used as reference only. It may be gradually increased over
time.

Volume-linked Mandate Mandatory consumption of afixed amount of specific biofuel type (e.g. 2nd
support generation biofuels). The amount indicated (either percentage or volumetric) in a
mandate is binding.

Blending obligation | Obligation for fossil fuel producer to blend xx% of biofuels content to
convention fuel (e.g diesel) sold in the market. It is also possible for a country to
apply an indicative blending obligation (more flexiblein its application and less
binding).

Quota Mechanism | A cap or minimum level of biofuels that must be used in a specific sector (e.g.
road transport).

Excise tax credit Excise taxes are taxes paid when purchases are made on a specific good, such as
fuel. Excise taxes are often included in the price of the product. Asfor biofuels,
blenders benefitting from excise tax credit for each unit produced (in gallons).

Input subsidy (e.g. Payment made to feedstock farmers aimed at incentivizing production. Subsidy
feedstock) may also be givenin aform of fertilizer supplies, water supplies, etc.
Subsidy Output based Payment made to producer based on how many gallons of biofuels they
subsidy produced (also called as per gallon subsidy).

GHG emission level | Financia incentive given on abasis of GHG unit displaced

based subsidy

Green vehicles Tax credit for consumers purchasing eco-friendly vehicle (applicable to road
subsidy transport)

Capital grant Subsidy given to biofuel-specific capital supporting a range of production
facilities, re-fuelling or blending infrastructure, or purchase of alternative fuelled
vehicles.

Loan guarantees A loan guaranteed by a third party in the event that the borrower defaults. The

. loan is often guaranteed by a government agency which will purchase the debt
é?alitlagﬁe fO: from the lending financial institution and take on responsibility for the loan.
ishmen

of Production

Loan guarantees are given mainly for production facilities.

Crop insurance

Crop insurance contract is a commitment between insured farmers and their
insurance providers. Under the contract, the insured farmer agreesto insure all
the eligible acreage of a crop planted in a particular region. The insurance
provider agrees to indemnify (that is, to protect) the insured farmer against
losses that occur during the crop year.

Assistance for
R&D

Tax credit for
investment in
technology

Tax credit given to total investment made in research and devel opment
technology. It is applicable to technological goods specified by the government
(usually comesin aform of alist). Government may set the eligibility criteria
for this, e.g. minimum and maximum costs for the projects, project timeline, etc.







CAAF/2-WP/11
Appendix B
English only

APPENDIX B
QUALITATIVE METRICSASA “CHECK-LIST” INSTRUMENT

Flexibility:

Characteristics of this style of policy will demonstrate scope for adjustment to different situations and
priorities. Policies with higher flexibility may be able to evolve or adapt quickly. It is possible specia
authority may be assigned to monitor and evaluate the policy on an on-going basis

Certainty:
These characteristics relate to the time frame, legal conditions and/or political decisions. Greater policy

certainty can be associated with more economic value being ascribed to a particular policy. In some cases
policy certainty can be linked to the security level for investors. Lower certainty policies may have the
inverse effect for investors and provide less inventive for capital investment.

Financial costs and benefits:

Policy effectiveness should consider costs and benefits (including social costs). Policies that rely on
government financia support should be assessed on the benefits they deliver towards the stated policy
objective or for the government.

Price sengitivity to externalities:

The senditivity of a policy to externdities should be understood before implementation to ensure
unintended impacts are not experienced. Price based policy can be less volatile if afloor and ceiling price
is established. The higher the sensitivity to externalities, the more potential unintended consequences.

Ease of implementation:

Policy implementation can be affected by administrative, governance and procedural issues. The number
of agenciesinvolved in implementing or administering a policy can impact effectiveness. States should be
conscious of the relationship within their State of local, regional and national jurisdictions.

Contribution to Sustainable Alternative Fuel deployment and GHG reduction:

Contribution to deployment will be higher if a policy is designed to ensure a specific quantity of biofuels
are delivered into a system and if it is supported by a set of legal instruments. Contribution to deployment
will be lower if no specific amount of deployment is targeted or mandated; and not supported by any legal
basis. Policy that incentivises higher verified GHG achievement relative to the conventional fuels that is
being replaced may be more effective. Similarly, policy that considers, respects and addresses social and
economic consequences may deliver broader economic benefit relative to policies that focus singularly on
environmental achievement.

Unintended conseguences:

Effective policies need to address the risk that implementation of the policy could lead to unintended
consequences. These consequences can be economic, environmental or socia. The most effective policy
will have mechanisms to recognise and mitigate the impact of unintended consequences.

Robustness of policy:

Effectiveness of a policy can be influenced by how robust the policy is. Robust policies are ones, that
once implemented, have a regulating system to ensure that its objectives are achieved and appropriate
procedures have been followed.
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