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Climate and Climate Damages D, = (xo + x.T}) Negmean.

» Temperature (T) deviations are linear in cumulative
emissions (E)

SCCy = y1(i Nefean [ e Hitqy,
J

» Damages Linear in Temperature (T)

» Social Cost of Carbon
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Welfare and Discount Rate @ of Exeter’

» Welfare Function with intra-generational distribution
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» Discount rate

r
0+ wgr — (w+ 1)nh it i(ct(0)) = k(co(0)) =

P CEDE 3 CEDE

&+ wagy —wnh iti(c(f)) = c?z('?} &k(co(f)) = 000(9)

.:,nt:<

0+ wgr — (w+ 1)nh — n% ko2 — 1 (0f +2ht) | if kg o< co(6)" and i o c(0)".
e i’

2
\ i

(12)



Equity Adjusted Social Cost of Carbon

» Standard Approach

x1&1
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» Equity Adjusted Approach

SCCh = 4
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if k(ce(0)) = i(ce(0)) = 1,70,

if i(ce(0)) = k(ce(0)) = ét(g) -
if kt o< ei(0) and it oc e (0)°.
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» Standard Approach
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» Equity Adjusted Approach
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Equity Adjusted Social Cost of Carbon
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Scenario Diverging Inequality Converging Converging
Incomes: SSP4  Neutral Incomes: SSP2 Incomes: SSP5
(h = 0.0048) (h=0) (h = —0.0063) (h = —0.0093)
Deterministic 126.2 66.7 41.2 34.9
Stochastic (Calibrated) 147.6 109.4 81.7 72.9
Stochastic (k = ¢ = 0) 201.3 83.1 47.0 38.9
Stochastic (elast. of subs.: w = 2/3) 115.6 108.6 100.3 96.8
Stochastic (ineq. aversion: n = 1.5) 205.0 125.6 83.3 71.7
Stochastic (ineq. aversion: n = 0.5) 109.5 095.4 81.6 76.3
Stochastic (risk aversion: v = 3.5) 127.6 98.0 75.2 67.7
Stochastic (time preference: § = 0.5% /year) 475.8 224.1 132.3 110.7
Stochastic (TCRE: & = 2.5°C/TtC) 205.0 151.9 113.5 101.3
Stochastic (damages: y;=0.069) 205.1 218.9 163.5 145.9
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