











10

WORLD URBAN FORUM DAILY NEWS | Tuesday, March 23rd 2010

Wind energy provides Argentina with new opportunities

Crippled by an economic collapse in 2001 and hampered by energy laws which limited investment, Argentina has lagged behind many of its Latin
American neighbours in the development of renewable energy. But following a successful tender in December 2009 which reignited interest in the
market, Nick Michell explains how the government is attracting a new wave of foreign investors.

rgentina’s Patagonia region, with its snow
Atopped mountains, unique coastal wildlife and
windswept plateaus, possesses some of the
best conditions in the world for wind energy generation,
yet the country only has a paltry 30 megawatts (MW)
of capacity through wind-generated power. While
Patagonia may have some of the world’s strongest and
most lucrative winds, other locations in the country, such
as Comahue, Coérdoba, La Rioja and the province of
Buenos Aires, also have extremely favourable conditions.
Blessed with this undoubted potential, Argentina should
be a world leader in the wind energy market, so why
does wind only generate a tiny 0.21 percent of the
country’s energy?

The projects that do exist were mainly completed in
the late 1990s and early 2000s and developed by small
local electricity service cooperatives in the Patagonia
region. The country’s economic collapse in 2001 had a
severe effect on the industry, as the government heavily
intervened in the energy market and, hindered by lack
of incentives and access to finance, it failed to develop.

As well as financial instability, the market lacked a
secure framework to encourage investment, so in 2006,
the government attempted to kickstart the market with
a new energy law. The Renewable Energies Law 26.190
states that, by 2016, 8 percent of the country’s energy
matrix must be derived from renewable sources. The law
outlined a feed-in tariff, with a bonus to wind generators
and provided various tax incentives, such as accelerated
depreciation and exemption from Value Added Tax.
But many believe the incentives offered were insufficient
and failed to address the main barriers.

“The incentive introduced in the law doesn’t cover
the gap between the increasing marginal cost of
electricity generation and the electricity spot price,
because the marginal cost started to grow, pushed up
by increasing international prices,” says Sebastian Kind,
board member of the Argentine Renewable Energies
Chamber. “In order to regularize this situation, the
government decided to host tenders to assign PPAs
(Power Purchase Agreements) which will produce a
regular payback for investors.”

The process has proved to be the catalyst for growth. In
May 2009 the Argentine government launched a 1,015
MW tender under the requirements of the Renewable
Energies Law of 2006 and to garner competition and
interest from foreign energy companies.

The results of the tender were announced by the

Until now, wind power has generated only 0.21 percent of Argentina’s energy

government in December 2009 with the total offers
reaching 1,461 MW, a 46 percent oversubscription, of
which 1,203 MW were from wind energy companies.
Once all the offers have been reviewed, the government
will evaluate each one objectively — on the basis of
the prices offered and the companies’ technical and
financial capacity.

“We saw a high degree of confidence in the sector’s
potential and the 1,461 MW offered represents solid
foundations for a prosperous renewable energy industry,”
says Mr. Kind. “Argentina has a unique opportunity
to generate new skills and develop technology while
providing clean and competitive energy for our future.”

The success of this tender generated a lot of
enthusiasm in the wind energy industry. The quality and
prestige of the multinational companies which tendered
for business implies that Argentina is on its way to
developing an established renewable energies industry.
The country has been excluded from international
credit markets since the economic collapse of 2001—
after defaulting on USD 93 billion of debt— and the
wind energy market could provide a valuable source of
investment and employment. According to calculations
by the Argentine Renewable Energies Chamber, if the
tenders received for all 1,462 MW are accepted, they
will lead to investments in excess of USD 2 billion and
the creation of approximately 1,000 new jobs.

“There is a great interest in Argentina now because
the government launched this tender through the state
owned electricity company Enarsa and everybody is
thinking about the opportunities in Argentina because
there is now a tender for buying renewable electricity —a
PPA for 15 years and the price is going to be fixed in a
competitive way,” says Mr. Fiestas.

Soon after the positive results were announced, the
largest wind farm in Argentina was unveiled in La Rioja
province. Completed in January 2010, the Arauco wind
farm will effectively double the country’s wind power
generation capacity, which only stood at 27 MW in
2008. The facility consists of 12 wind turbines that can
generate 2.1 MW of electricity each, with an estimated
cost of USD 59.7 million. Manufactured by Argentine
energy company, IMPSA, the farm employed 200
people during its construction and was entirely funded
by the provincial government. Future expansion is
already being planned to provide as much as 90 MW
of wind energy.
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Undoubtedly, there are numerous benefits available
from wind power projects in Argentina, including
lower system costs, higher system reliability, hydro-wind
complementation, reduced carbon emissions, local
employment and supply chain development. Wind is the
technology of choice for power generation in the current
global context of price volatility, poor security of supply
and global warming concerns and with Argentina
possessing unmatched technical characteristics as far as
usable wind resources are concerned, the opportunities
for investment are good. The country has almost 70
percent of its land covered with winds whose annual
average speed, measured at 50 metres above ground
level, surpasses 6 metres per second (m/s). In central
and southern Patagonia, average wind speeds can reach
as high as 12 m/s.

“Half of the territory is covered with some 40 percent
of Capacity Factor, which is double the average in
Europe, with a population density 10 times lower, so
Argentina can install much more wind power than the
total electricity needed,” says Mr. Kind. “Assuming that
50 percent of the total target by 2016 will be covered
by wind power, 1,250 MW will need to be installed and
considering that 1,200 MW were offered in the tender
last December, I don’t see it being too difficult to fulfil
the requirement of 8 percent by 2016.”

Ramon Fiestas acknowledges Argentina’s potential
for wind energy but preaches careful optimism: “There
is certainly a lot of potential in Argentina and of course
now there is an interest in the country as 1,000 MW
have been assigned to wind power but we need to see
how many of these wind power projects are going to
be realized and how many megawatts we are going to
see running from this tender. If you are a manufacturer
wanting to establish yourself in Argentina you need to
know that there is a long-term plan and that measures
have been taken to implement a support system.”
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Overcoming the Copenhagen failure

Joseph E. Stiglitz asks why governments are willing to bail out banks yet they will not find the funding to mitigate the effects of

climate change.

retty speeches can take you only so far. A few
Pmonths after the Copenhagen climate conference,

it is clear that the world’s leaders were unable to
translate rhetoric about global warming into action.

It was, of course, nice that world leaders could agree
that it would be bad to risk the devastation that could
be wrought by an increase in global temperatures of
more than two degrees Gelstus. At least they paid some
attention to the mounting scientific evidence.

And certain principles set out in the 1992 Rio
Framework  Convention, including  “common
but differentiated responsibilities and respective
capabilities,” were affirmed. So, too, was the developed
countries’ agreement to “provide adequate, predictable
and sustainable financial resources, technology, and
capacity-building” to developing countries.

The failure of Copenhagen was not the absence of
a legally binding agreement. The real failure was that
there was no agreement about how to achieve the
lofty goal of saving the planet, no agreement about
reductions in carbon emissions, no agreement on how
to share the burden, and no agreement on help for
developing countries. Even the commitment of the
accord to provide amounts approaching USD 30 billion
for the period 2010-2012 for adaptation and mitigation
appears paltry next to the hundreds of billions of dollars
that have been doled out to the banks in the bailouts of
2008-2009. If we can afford that much to save banks, we
can afford something more to save the planet.

The consequences of the failure are already apparent:
the price of emission rights in the European Union
Emission Trading System has fallen, which means
that firms will have less incentive to reduce emissions
now and less incentive to invest in innovations that will
reduce emissions in the future. Firms that wanted to
do the right thing, to spend the money to reduce their
emissions, now worry that doing so would put them at
a competitive disadvantage as others continue to emit
without restraint. European firms will continue to be at
a competitive disadvantage relative to American firms,
which bear no cost for their emissions.

Underlying the failure in Copenhagen are some deep
problems. The Kyoto approach allocated emission
rights, which are a valuable asset. If emissions were
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While the world dawdles, greenhouse gases are building up in the atmosphere

Joseph E. Stiglitz, winner of the 2001 Nobel Prize
in economics, served as Chairman of the Council of
Economic Advisers from 1995 to 1997. He is the author
of the recently published bestseller, Freefall: America,
Free Markets, and the Sinking of the World Economy.
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appropriately restricted, the value of emission rights
would be a couple trillion dollars a year — no wonder
that there is a squabble over who should get them.
Clearly, the idea that those who emitted more in the
past should get more emission rights for the future is
unacceptable. The “minimally” fair allocation to the
developing countries requires equal emission rights per
capita. Most ethical principles would suggest that, if
one is distributing what amounts to “money” around
the world, one should give more (per capita) to the poor.
So, too, most ethical principles would suggest that those
that have polluted more in the past — especially after the
problem was recognized in 1992 — should have less right
to pollute in the future. But such an allocation would
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implicitly transfer hundreds of billions of dollars from
rich to poor. Given the difficulty of coming up with even
USD 10 billion a year — let alone the USD 200 billion
a year that is needed for mitigation and adaptation — it
1s wishful thinking to expect an agreement along these
lines.

Perhaps it is time to try another approach: a
commitment by each country to raise the price of
emissions (whether through a carbon tax or emissions
caps) to an agreed level, say, USD 80 per ton. Countries
could use the revenues as an alternative to other taxes
— it makes much more sense to tax bad things than
good things. Developed countries could use some of
the revenues generated to fulfill their obligations to help
the developing countries in terms of adaptation and to
compensate them for maintaining forests, which provide
a global public good through carbon sequestration.

We have seen that goodwill alone can get us
only so far. We must now conjoin self-interest with
good intentions, especially because leaders in some
countries (particularly the United States) seem afraid
of competition from emerging markets even without
any advantage they might receive from not having to
pay for carbon emissions . A system of border taxes
— imposed on imports from countries where firms do
not have to pay appropriately for carbon emissions —
would level the playing field and provide economic and
political incentives for countries to adopt a carbon tax or
emission caps. That, in turn, would provide economic
incentives for firms to reduce their emissions.

Time is of the essence. While the world dawdles,
greenhouse gases are building up in the atmosphere,
and the likelihood that the world will meet even the
agreed-upon target of limiting global warming to two
degrees Celsius is diminishing. We have given the Kyoto
approach, based on emission rights, more than a fair
chance. Given the fundamental problems underlying it,
Copenhagen’s failure should not be a surprise. At the
very least, it is worth giving the alternative a chance.
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Building the future™

CEMEX promotes sustainable communities

Programs that stand out include CPAs, Patrimonio Hoy and Mejora tu Calle.

Sustainability is what characterises CEMEX, as it allows the balanced development of the

company, the communities where it is present and the country as a whole. Through training, self
employment, do-it-yourself home construction and town facility improvement programs. CEMEX
has contributed to the increase in the quality of life of more than 3.9 million people over the past ==
nine years.

Patrimonio Hoy

This program, which is in-line with the UN’s Millennium Goals, offers financing to families that
earn less than three minimum wages, to build or expand their homes.

CEMEX finances the cost of materials and offers assistance, which allows the program’s
participants to generate savings of up to one third of the cost and to reduce construction time by
60%.

In its 10 years of existence, Patrimonio Hoy has provided more than $110 million to more than
293,000 families, with a recovery percentage greater than 99%.

The program currently has 85 beneficiary-care centres in 45 cities throughout the country.
The program’s successful business model has enabled it to extend its presence to Colombia,
Venezuela, Costa Rica and Nicaragua.

Centros Productivos de Autoempleo (CPA)

There are currently 12 CPAs in operation in various cities across the country, whereby families
that earn less than two minimum wages, produce basic materials intended for the construction or
expansion of their homes.

At present, more than 2,900 families have participated in the program, which has allowed them to
build a similar number of houses of 10 metres squared. - p—_—

For this scheme, the local council contributes land with electricity, water, services and
installations, while CEMEX provides the necessary machinery, tools and consumables for the
manufacture of bricks. Participants receive 50% of the production as payment; while the rest is
given to CEMEX to sell to cover operation costs.

Mejora tu Calle

This program includes the participation of CEMEX, local authorities and members of the
community. y =)

It allows work to be carried out on paved roads, town facilities and basic infrastructure, with the
aim of improving the quality of life and increasing the value of family estates.
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