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Tackling two challenges
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Ambitious policy reform requires
taking care of the political economy

Michael J. Trebilcock

The UKSlavery Abolition Acif 1833 paid
20 millionpoundsin compensation to

Dealing With L. osers plantation owners irBritish Colonies

The Political Economy about$21billionin present ngalue and
of Policy Transitions almost40 percent of the British budget at the
time



The two main challenges of NDC
Implementation
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1. Dealingwith the political economy of emissio
reduction policies

2. Aligning shorterm NDCs with the need for
long-term decarbonization




The first political economy challenge is
distributional impacts

\IORAL AND DISTRIBUTIONAL
SRBISMAREMUIRONMENTAL POLICY

Actual policymakersften attach considerably
more importance to the distributional impacts

of the policymeasures that they adopt than
they do to issues of efficiency
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Distributional impacts of reventraising
policiesare In principle easy to compensate for

FIGURE 0.5 Using Fossil Fuel Subsidy Resources for Universal Cash Transfers
Benefits Poor People
(Impact of recycling $100 from a fossil fuel subsidy to a universal cash transfer)
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Source: Based on Arze del Granado, Coady, and Gillingham (2012).

Note: The figure shows the impact of reducing the fossil-fuel subsidy budget by $100 and distributing the savings as a universal cash
transfer,
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Carbon revenues can help boost social safety r
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Carbon prices are good fiscal policy
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Corporate tax VAT Income taxes Diesel tax

(similar to
carbon tax)
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Thesecond politicaéconomy Issue Is
- strandedassets




But stranded assets are part of the
Gt SO 2810 é-terd stratdgH !

Cumulativefuture emission$rom combustion
of fossil fuels by existingfrastructure
between2010 and2060 would result in
warming of1.3°C
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Managing stranded assets in the
transition to clean capital

ATransform losers into winners

A Workerretraining

A Green pilot projects in negatively
affected areas

A Automakersand electric cars

A Avoid stranded assets in the
first place

A Energy efficiency standards on
new cars, buildings and appliances

A Moratorium onnew coal and gas
power plants
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Temperature targets implycarbon budget

Rising Cumulative Emissions of CO, Mean Rising Temperatures
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We need zero net emissions stabilize climate,
the question is how to reduce emissions

Baselines
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