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RUSSIA IS LESS PREPARED TO MANAGE LOW-CARBON TRANSITION
RISKS THAN FUEL IMPORTERS, BUT BETTER THAN MANY EXPORTERS

How prepared are fossil fuel economies for the energy transition?
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LONG-TERM STRATEGIES OF CLIMATE CLUBS

NARIOS TO NAVIGATE DEEP UNCERTAINTY
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ENVISAGE model version with endogenous oil, gas and coa
Climate policies Trade policies

Ll fieien o BAU with unconditional NDCs No carbon border adjustment taxes (CBAT)

Global cooperative carbon taxes No carbon border adjustment taxes (CBAT)

UNILAT . Unilateral carbon taxes by No carbon border adjustment taxes (CBAT)

climate policy leaders; CBAT on carbon content of import from
« FFDCs freeride fossil fuel dependent countries
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Difference in Real GDP against the BAU Scenario
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Source: results of World Bank modeling for Low-Carbon Transition, Stranded Fossil Fuel Assets, Border Carbon
Adjustments, and International Cooperation, in Changing Wealth of Nations. Forthcoming 2021



MEDIUM-TERM RISKS OF GLOBAL DECARBONIZATION: IMPACTS
ON RUSSIA'S ENERGY EXPORTS TO 2050

Change in exports of Coal, % Change in exports of Oil, %
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Source: Russia and Global Green Transition: Risks and Opportunities. © World Bank



* Lower CPL carbon prices in cooperative scenario prolong external demand and prices of Russian oil (no impact on CO,)
+ External carbon prices lower export revenues, reverse Dutch disease and helps domestic heavy manufacturing
+ Leakage of emissions to Russia compensate loss of export revenue by increase of domestic sales

Change in the value of fossil fuel RESERVES relative to reference scenarios, cumulative in 2018-2050
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*Value of Assets: Discounted sum of expected resource rents (revenues - costs +/- taxes/subsidies)from commercially
recoverable reserves over the lifetime of an asset


https://openknowledge.worldbank.org/handle/10986/34056

MEDIUM-TERM RISKS OF GLOBAL DECARBONIZATION: BENEFITS
OF COOPERATION SCENARIOS FOR RUSSIA
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Given the impacts of
BCAT, a better strategy
for Russiais to join
global climate mitigation
efforts to reduce the
negative impacts on
welfare and GDP. 2030 2035 2040 2045
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Source: Russia and Global Green Transition: Risks and Opportunities. © Wdrld Bank



Diversification with
fossil fuel subsidies
(1% of GDP to
subsidize energy-
intensive industrial
sectors)

Diversification
through innovation
and knowledge

(1% of GDP invested
in education, R&D)

Change in welfare, % against reference

...but the social cost of initial transition will need to be addressed

CITIZENS WELFARE COMPARED TO BAU

B Innovation driven growth

0-.. I- A I
SIANEN

Energy driven growth

2025 2030 2035 2040 2045 2050
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Carbon price and BCAT by CPL (asset diversification)

B Carbon price globally (asset diversification)
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Deeper diversification: Beyond
hydrocarbon revenues AND beyond
carbon-intensive industry and fuel-
intensive value chains.

Comprehensive climate policy, with fiscal
and pricing reforms at the core to create
incentives for firms to invest in green
innovation and households to change

. \ RUSSIA
behavior. DIVERSIFICATION  Ctimate AND GLOBAL GREEN
gtes for TRANSITION /
Fossil Fuel-
Dependent RISKS AND OPPORTUNITIES
Countries Son

Participation in global efforts to
decarbonize economies and reduce GHG
emissions — not necessarily carbon
markets.
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