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NDC implementation 

Tackling two challenges



The UK Slavery Abolition Act of 1833 paid 
20 million pounds in compensation to 
plantation owners in British Colonies

about $21 billion in present day value and 
almost 40 percent of the British budget at the 
time

Ambitious policy reform requires 
taking care of the political economy
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1. Dealing with the political economy of emission 
reduction policies

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

The two main challenges of NDC 
implementation
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Actual policymakers often attach considerably 
more importance to the distributional impacts 
of the policy measures that they adopt than 
they do to issues of efficiency
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The first political economy challenge is 
distributional impacts



Distributional impacts of revenue-raising 
policies are in principle easy to compensate for

5 Fay, M., Hallegatte, S., Vogt-Schilb, A., Rozenberg, J., Narloch, U., Kerr, T., 2015. 
DecarbonizingDevelopment: ThreeStepsto a Zero-CarbonFuture. World Bank Publications.



Carbon revenues can help boost social safety nets
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Hallegatte, S., Bangalore, M., Bonzanigo, L., Fay, M., Kane, T., Narloch, U., Rozenberg, J., 
Treguer, D., Vogt-Schilb, A., 2016. ShockWaves: Managingthe Impacts of ClimateChange on 
Poverty. Washington, DC: World Bank.



Carbon prices are good fiscal policy
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[ƛǳΣ !Φ !Φ нлмоΦ ά¢ŀȄ 9Ǿŀǎƛƻƴ ŀƴŘ hǇǘƛƳŀƭ 9ƴǾƛǊƻƴƳŜƴǘŀƭ ¢ŀȄŜǎΦέ WƻǳǊƴŀƭ ƻŦ 9ƴǾƛǊƻƴƳŜƴǘŀƭ 
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You do not want carbon pricing if 
you just boughtΧ

The second political economy issue is 
stranded assets 



But stranded assets are part of the 
άƭŜŀǎǘ-Ŏƻǎǘέ ǎƘƻǊǘ-term strategy !

Cumulative future emissions from combustion 
of fossil fuels by existing infrastructure 
between 2010 and 2060 would result in 
warming of 1.3°C

The carbon price consistent with the 
2°C target will strand at least 165 
billion US dollars worth of coal 
power plants worldwide

Davis, Steven J., Ken CaldeiraΣ ŀƴŘ IΦ 5ŀƳƻƴ aŀǘǘƘŜǿǎΦ άCǳǘǳǊŜ /hн 9Ƴƛǎǎƛƻƴǎ ŀƴŘ /ƭƛƳŀǘŜ /ƘŀƴƎŜ ŦǊƻƳ 
9ȄƛǎǘƛƴƎ 9ƴŜǊƎȅ LƴŦǊŀǎǘǊǳŎǘǳǊŜΦέ {ŎƛŜƴŎŜ онфΣ ƴƻΦ рффт όнлмлύΥ моолς33. doi:10.1126/science.1188566.

Johnson, et al. άStrandedon a Low-CarbonPlanet: Implications of ClimatePolicy for the Phase-out of Coal-
BasedtƻǿŜǊ tƭŀƴǘǎΦέ TechnologicalForecastingand Social Change 90, Part A (January2015): 89ς102.



Managing stranded assets in the 
transition to clean capital
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ÅTransform losers into winners
ÅWorker retraining
ÅGreen pilot projects in negatively 

affected areas
ÅAutomakers and electric cars

ÅAvoid stranded assets in the 
first place
ÅEnergy efficiency standards on 

new cars, buildings and appliances
ÅMoratorium on new coal and gas 

power plants
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Temperature targets imply a carbon budget
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We need  zero net emissions  to stabilize climate, 
the question is how to reduce emissions

~3oC

~2oC

Baselines
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