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Abstract

Abu Dhabi has experienced an unprecedented development during the last
half century, growing rapidly from a remote desert settlement to a thriv-
ing metropolitan. Today, the Emirate ranks among the countries with the
highest GDP per capita in the world, and this impressive development is
anticipated to continue in the decades to come.

However, there are several challenges to the sustainability of the current
economic prosperity, and the environmental degradation that was caused by
the rapid development is an important factor in this context. Today, the
United Arab Emirates as a country has the highest ecological footprint per
capita in the world and Abu Dhabi, hosting the major part of the heavy
industries and oil extraction capacity in the country, has an even larger
footprint. Key drivers of this poor environmental track-record are the high
greenhouse gas emissions and water consumption levels.

This deterioration of environmental conditions has growing implications for
the economic welfare and physical well-being of the population. So far, the
government’s environmental policy is mostly symbolic, and concrete policy
measures are largely lacking today. On the contrary, there are crucial ele-
ments in the governmental policy that have strong negative impacts on envi-
ronmental conditions and thus on the sustainability of Abu Dhabi’s growth,
such as generous implicit subsidies on energy commodities and water and an
ambitious strategy for economic growth, depending on a strong expansion
of heavy industry.

This poses the question how environmental conditions will develop, when
the population boom and economic expansion are anticipated to continue.
However, the academic literature on environmental sustainability issues in
Abu Dhabi as well as in the wider Gulf region is limited. Moreover, applied
policy studies on the topic are absent as well.

This dissertation intends to contribute to the academic literature as well as
to insights from existing policy studies, by projecting the impact of sustained
economic growth on environmental conditions in Abu Dhabi. It compares
a baseline scenario of economic growth with the four most relevant policy
options aimed at footprint reductions available to policy makers in the Emi-
rate: i) The introduction of a nuclear power plant; ii) An abandonment
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of utility price controls; iii) Shifts in the subsidization policy of water and
energy markets; iv) Energy efficiency improvements in selected parts of the
economy.

A recursively dynamic, multi-sectoral computable general equilibrium (CGE)
model is used to generate the results in this dissertation, focusing on the two
most important aspects of the ecological footprint in Abu Dhabi mentioned
above. The CGE model is calibrated to a SAM for Abu Dhabi for 2009, and
its specification is chosen to facilitate a focus on energy consumption and
sustainability issues. Besides, it is extended by an environmental module
and a fossil fuel module, and it incorporates several other modifications that
are tailored to the Abu Dhabi economy.

Simulation results under a baseline scenario of economic growth show that
carbon emissions will grow by 282% by 2030 compared to the base year
2009, and water consumption is anticipated to increase by 312%.

The introduction of nuclear plants, at the scale that is previewed today, will
yield a reduction in emissions of 2.6% compared to the baseline scenario.
The economic impact will be positive, with a 0.5% increase in GDP and
small gains in employment levels.

Price liberalizations in the utility markets are a politically sensitive theme.
When implemented, they can yield a 7.6% reduction in emissions and a 2.3%
in water consumption by 2030 (vs. baseline). However, the economic cost
involved amounts to 0.3% of GDP.

An abandonment of subsidies in the energy and water markets can lead to a
11.1% drop in carbon emissions, and a 28.8% decline in water consumption
vs. baseline. The domestic economic impacts of this change are negative,
but the GDP shows a modest 0.6% growth, due to improvements in the
foreign trade balance.

Finally, efficiency improvements can lead to reductions in carbon emissions
(13.8%) and water consumption (17.5%) compared to the baseline, and bring
economic gains of 1.0% of GDP.

All four simulated policy scenarios in this dissertation bring about reduc-
tions in the ecological footprint, compared to the baseline as described above.
Nonetheless, the consumption levels of energy and water as well as the re-
lated carbon emissions will be substantially higher in 2030 than they are to-
day, under each of these scenarios. As a policy implication, the dissertation
therefore finds that the previewed deterioration in environmental conditions
requires active policy, if current welfare and prosperity are to be sustained.
When assessed in the appropriate policy context, environmental conserva-
tion and improvements in the ecological footprint should be treated with a
higher priority in the broad portfolio of development goals in Abu Dhabi.
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