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Climate and strategy

John Lewis Gaddis, On Grand Strategy, 2018, p21.
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Climate change economics

Mitigation
• Refers to efforts to reduce or 

prevent emission of greenhouse 
gases.
• Commonly uses energy-

economy models to try to 
understand the impact of 
different policies on the 
economy, society, and climate

Adaptation and Impacts
• Refers to adjusting to actual or 

expected future climate
• Uses a range of tools, including 

economic models, GIS tools, 
hazard maps, etc to try to assess 
the assets (natural, financial, 
cultural and social) at risk from 
climate change







Returns on carbon: revenue per tonne of CO2

• Keep an eye on the value of products per tonne of CO2

Good or service Income per tCO2

Full fee-paying tertiary student $5000 per tCO2

Steel production $1600 per tCO2

Aluminium production $1200 per tCO2

Sheep and beef farming $400 per tCO2
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Returns on carbon – as CO2 prices rise
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Mentions of “Southland” in 
Climate Change Commission 
Report, Main Body



Just Transitions

• There is plenty coming from Wellington on the need for a Just 
Transition
• But there are mixed signals
• And some of this is just due to the customary framing of climate 

policy
• People talk about our low carbon 

aluminium smelter as though it’s
a problem – “we could use those
green electrons”
• But the Govt has just ploughed $300M

of taxpayers money/ETS revenues into
a steel plant. 

Why is this a problem, but that ok?



Framings of climate policy

• It has to do with when green investments were made. 
• The EU-driven focus has been on reductions of emissions from some 

baseline level.
• Because the EU had a high baseline (which they don’t like to talk about) 

and had some early reductions (which they do like to talk about).
• But this ignores the preceding context – it ignores the fact that starting 

from a high level is bad for the climate, and starting from a low level is 
good for the climate. 
• Can create odd behaviours, where you close low carbon industries, and 

subsidise high carbon ones to decarbonise.
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Another lens

• Sectoral progress
• Trying to benchmark domestically 

against the global best practice in 
terms of emissions, either per 
dollar earned or per kg of product 
produced.
• Basic point is a broad context 

should matter, and we need to 
develop this alongside our 
mitigation potential if our 
transition is to be just
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Adaptation costs

• Scientists and economists are working together on a $10M 
programme called Whakahura: Extreme Events and the Emergence of 
Climate Change, in which we are trying to get a better understanding 
of the costs of extreme events, how these events are likely to change, 
and how we might minimise future costs to natural, cultural, financial 
and social assets.


