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IPCC: challenging physics but good economic 

news?
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Mind the transition and the end point ! 
(450ppm CO2)
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Why such a pessimistic and unconventional 

cost profile? 
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� Numerical experiments with IMACLIM-R: an hybrid model with a growth engine 
with ETC and disequilibrium

� Explicit description of the inertia of capital stocks, including infrastructures and 
end-use equipements

� Explicit description of technical asymptotes (expert judgments)

� « Semi-perfect foresight » for the energy sector, « semi-myopic » for the others 

� Carbon price only policies -> shout to attract attention of the short-sighted



Mind the transition and the end point ! 
(450ppm CO2)
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Time profile of the price signal at first period 
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Need for a strong signal in the short run…



Time profile of the carbon price at second period: 

really bad news? 
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…that goes through the roof over the long run

The same 450ppm with early action infrastructure 

and diversification of policy signals
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Reassuring end-points but still transition 

problems
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Lessons: re-framing the conventional wisdom 
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� Climate policies may be beneficial over the long run

� The squeeze of uniform carbon prices (only) policies: 

� Hurt emerging economies over the short run (when the carbon prices 
are low relatively low!!!)

� Without preventing risks of lock-in in carbon intensive development 
pathways

� Non negotiable « equity » of the burden sharing and compensations

� Need of early action to shift infrastructure investments



Policy and research agenda

� One intellectual pre-condition: beyond carbon prices …

• what governs infrastructure policies? prices, standards, urban policies and …. local 
political bargaining 

• what domestic and international policies to compensate for short term adverse 
distributional impacts?

� A well designed overlapping of short and long term measures

• Laying the foundations of a “climate friendly” fiscal system  

• Fostering early penetration of efficient end-use equipments for emerging middle 
classes (electric vehicle, efficient air-conditioning)

• Developing support to low income classes

• Early action in infrastructure policies

• Domestic differentiation of carbon and energy prices and climate policies
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Rethinking international cooperation: Aid 

or Financial Innovation ?

� Changing context for overseas aid and funding

• Decreasing amounts

• Emerging countries ≠ LDCs

• upgraded monitoring and «good quality money»

� This less a problem of amount of investment and capital shortage than a 
problem of direction of investment flows

� Risk mitigation instruments and public-private initiatives (from exchange 
rate risks to project risks)

� In search of a short term macroeconomic leverage effect …. and of 
calming down erratic capital flows
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