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“Although the insights are varied, there is a common 
theme – the need to link the policies necessary to 
launch a long-run transition towards an LCS with 
shorter-term concerns about poverty alleviation, jobs, 
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and the protection of welfare benefits.”



Fundamental structure of Planetary Economics based 
around three domains of human decisionmakingaround three domains of human decisionmaking

Domain

Ignore / 
Satisfice

Compensate 
/ Optimise

Secure / 
Transform
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Policy challenge: to integrate three pillars of policy, based on 
the three domains, to transform our energy systems

INTEGRATED
To deliverDomain

Standards & 
engagement

INTEGRATED 
SOLUTIONS

Smarter 
choicesIgnore / 

Satisfice

Cleaner 
products and

Satisfice

C t / products and 
processes

Innovation and

Compensate / 
Optimise

Innovation and 
infrastructure 
investment

Secure / 
Transform
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Francis/Routledge, forthcoming October 2013



There are potential co-benefits in each domain

Domain and Pillar Co-Benefits A New Framework 

Standards & 
Engagement for 
Smarter Choices

Enhance 
efficiency,

Indoor and Local 
health

Role of Climate 
Policy to

Smarter Choices health
subsidy removal .. 

- Motivate 
Stabilise

Prices and markets 
for cleaner products 

and processes

Stabilise investor 
confidence, 

revenues, air 
pollution & 

- Stabilise
- Coordinate
- Financeand processes pollution & 

energy security

Accelerate 

Finance

transformational 
Strategic investment 

for Innovation & 
Infrastructure

Accelerate 
Innovation in 
weak sectors, 

coordinate  
l  h i  & 

policies to enhance 
growth, energy 
access & and climate 
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Infrastructure supply chain & 
infrastrructure

access & and climate 
security 



The key for policy is to integrate and synergise 
across all three domains

I. Satisfice
Foster smarter choices

II. Optimise
Cl  d t  d 

III. Transform
Innovation and 

Values & Preference 

Foster smarter choices Cleaner products and 
processes

Infrastructure

Standards & Manage bills, 
increase 
responsiveness

Standards & 
engagement

Prices, products 
and finance Markets & 

P i Revenues & Revealed costsPrices

Technology Options 
Education &  Access

- Enabling Environment Strategic 
Investment
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Relative emphasis and specific instruments will vary

The European condition:

According to national resource endowments, culture, etc

The European condition: 
• Continued economic crisis dominating politics, turning into 

a crisis of governance g
- Much reduced public interest and political attention to energy 
and climate change, solutions needed at EU level 

• Irrespective of climate change, cannot realistically compete 
with US on basis of cheap fossil fuels

+ Key member states already committed to low carbon transition

• Both economy and energy sector need investment (c. €1trn) 
+ Huge capital in institutional investor funds (c €14trn)+ Huge capital in institutional investor funds (c. €14trn)
- deterred by policy and market uncertainty

• EU ETS Structural reform and 2030 package
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The determining opportunity



Three Pillar Package

• Standards and engagement for smarter choices
– Build on Energy Efficiency Directive towards embodied and 

supply chain carbon & materials efficiency
– Smart grid technologies

• Markets and pricing … 
– Stabilise and strengthen the EU ETS
– Extend EU Third Energy Package to facilitate low carbon 

contracts market
– New agenda of competitiveness  through transformation for 

carbon and electro-intensive industry sectors
• Strategic investment for innovation and Infrastructure

– Component sector targets for innovation and coordination 
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Grids and vehicles investments



Most fundamental need is for a
rising price floor in the EU ETS 

• Restore credibility 
• Deter new coal investment
• Reduce low carbon investment risk
• Demonstrate robustness in the 

face of (large) future uncertainty( g ) y
• Forestall the renationalisation of 

climate policy
• Provide some confidence forProvide some confidence for 

revenue planning
• Reduce displacement in delivery of 

the other two pillarsthe other two pillars
• Automatically compensate for any 

shortfall in other two pillars
P id l tf f l t• Provide a platform for long-term 
financial instruments – the bridge 
to the Third Domain
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Align with California and emerging 
Chinese to set a global benchmark?



Planetary Economics: Contents

• Standards and engagement for smarter choice

1. Introduction: Trapped?
2. The Three Domains

Pillar 1

• Standards and engagement for smarter choice
• 3: Energy and Emissions  – Technologies and Systems 
• 4: The Energy Efficiency Resource  – Technologies and Systems
• 5: Tried and Tested – Three Decades of Energy Efficiency Policy

Pill II

• Markets and pricing for cleaner products and processes
• 6: Pricing Pollution – of Truth and Taxes
• 7: Cap-and-trade & offsets: from idea to practice

Pillar II
p p

• 8: Who’s hit? Handling the distributional impacts of carbon pricing

• Investment and incentives for innovation and infrastructure
• 9: The Philosopher’s Stone? Innovation Growth and Finance

Pillar III

• 9: The Philosopher s Stone? Innovation, Growth and Finance
• 10: Bridging the Technology Valley of Death
• 11: Transforming systems

12. Conclusions: Changing Course
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Three distinct realms of opportunity require different types 
of policy based on different theoretical foundations

INTEGRATED
Realm of 
Opportunity

Field of 
theoryStandards & 

engagement

INTEGRATED 
SOLUTIONS

Smarter choices 
(eg. energy efficiency)

Behavioural & 
institutional

Cleaner 
products and

Neoclassical 
and welfareproducts and 

processes

Innovation and 

and welfare
economics

Evolutionary & 
infrastructure 
investment

y
institutional
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Francis/Routledge, forthcoming October 2013



Dominant Mitigation  Realm of  Pillar ofDominant
timescale 
/ Domain

Decision 
framework

Field of 
theory

Mitigation 
economic 
process

Realm of 
opportunit

y 

Pillar of
policy/
response

Short term
– Ignorant or

Behavioural
& Move closer to  ‘Smarter

Standards and 
engagement

Ignore / 
satisfice

Ignorant or 
disempowered 

& 
organisation

al

the ‘best practice 
frontier’’

Smarter 
choices’

engagement

(Pillar I)

Medium term
–

Cost /

Costs / impacts 
are tangible 

Neoclassical 
& welfare

Make best trade‐
offs  along the 

Substitute
cleaner 

production and

Markets and 
pricing

Cost / 
Optimise

and significant economics frontier production and 
products (Pillar 2)

Long term
–

Secure/ 
Transform

Transformatio
nal risks and 
opportunities

Evolutionary 
& 

institutional

Evolve the 
frontier

Innovation and 
infrastructure

Public‐led 
investment

(Pillar III)
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Transform (Pillar III)


