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Executive Summary 

This report presents new estimates of the social cost of carbon (SC-CO2), social cost of methane (SC-CH4), 

and social cost of nitrous oxide (SC-N2O), collectively referred to ŀǎ ǘƘŜ άǎƻŎƛŀƭ Ŏƻǎǘ ƻŦ ƎǊŜŜƴƘƻǳǎŜ ƎŀǎŜǎέ 

(SC-GHG). These estimates reflect recent advances in the scientific literature on climate change and its 

economic impacts and incorporate recommendations made by the National Academies of Science, 

Engineering, and Medicine (National Academies 2017). The SC-GHG allows analysts to incorporate the net 

social benefits of reducing emissions of greenhouse gases (GHG), or the net social costs of increasing GHG 

emissions, in benefit-cost analysis and, when appropriate, in decision-making and other contexts. The SC-

GHG is the monetary value of the net harm to society from emitting a metric ton of that GHG into the 

atmosphere in a given year. In principle, the SC-GHG is a comprehensive metric that includes the value of 

all future climate change impacts (both negative and positive), including changes in net agricultural 

productivity, human health effects, property damage from increased flood risk, changes in the frequency 

and severity of natural disasters, disruption of energy systems, risk of conflict, environmental migration, 

and the value of ecosystem services. The SC-GHG, therefore, also reflects the societal net benefit of 

reducing emissions of the GHG by a metric ton. The SC-GHG is the theoretically appropriate value to use 

when conducting benefit-cost analyses of policies that affect GHG emissions. In practice, data and 

modeling limitations restrain the ability of SC-GHG estimates to include all physical, ecological, and 

economic impacts of climate change, implicitly assigning a value of zero to the omitted climate damages. 

The estimates are, therefore, a partial accounting of climate change impacts and likely underestimate the 

marginal benefits of abatement.   

Since 2008, the EPA has used estimates of the SC-GHG in analyses of actions that affect GHG emissions. 

The values used by the EPA from 2009 to 2016, and since 2021, have been consistent with those 

developed and recommended by the Interagency Working Group on the SC-GHG (IWG), and the values 

used from 2017-2020 were consistent with those required by Executive Order (E.O.) 13783. During that 

time, the National Academies conducted a comprehensive review of the SC-CO2 and issued a final report 

in 2017 recommending specific criteria for future updates to the SC-CO2 estimates, a modeling framework 

to satisfy the specified criteria, and both near-term updates and longer-term research needs pertaining 

to various components of the estimation process. The IWG was reconstituted in 2021 and E.O. 13990 

directed it to develop a comprehensive update of its SC-GHG estimates, recommendations regarding 

areas of decision-making to which SC-GHG should be applied, and a standardized review and updating 

process to ensure that the recommended estimates continue to be based on the best available economics 

and science going forward.  

The 9t! ƛǎ ŀ ƳŜƳōŜǊ ƻŦ ǘƘŜ L²D ŀƴŘ ƛǎ ǇŀǊǘƛŎƛǇŀǘƛƴƎ ƛƴ ǘƘŜ L²DΩǎ work under E.O. 13990. While that 

process continues, this EPA report presents a set of SC-GHG estimates that incorporates numerous 

methodological updates that address the near-term recommendations of the National Academies. The 

report takes a modular approach. The methodology underlying each of the four components, or modules, 

of the SC-GHG estimation process ς socioeconomics and emissions, climate, damages, and discounting ς 

is developed by drawing on the latest research and expertise from the scientific disciplines relevant to 

that component. The socioeconomic and emissions module relies on a new set of probabilistic projections 

for population, income, and GHG emissions developed under the Resources for the Future (RFF) Social 

Cost of Carbon Initiative (Rennert et al. 2022a). The climate module relies on the Finite Amplitude Impulse 
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Response (FaIR) model (Millar et al. 2017; Smith et al. 2018, IPCC 2021b), a widely used Earth system 

model recommended by the National Academies, which captures the relationships between GHG 

emissions, atmospheric GHG concentrations, and global mean surface temperature. The socioeconomic 

projections and outputs of the climate module are inputs into the damage module to estimate monetized 

future damages from climate change. Based on a review of available studies and approaches to damage 

function estimation, the report uses three separate damage functions to form the damage module. They 

are: 

1. a subnational-scale, sectoral damage function (based on the Data-driven Spatial Climate Impact 

Model (DSCIM) developed by the Climate Impact Lab (CIL 2023, Carleton et al. 2022, Rode et al. 

2021)),  

2. a country-scale, sectoral damage function (based on the Greenhouse Gas Impact Value Estimator 

όDL±9ύ ƳƻŘŜƭ ŘŜǾŜƭƻǇŜŘ ǳƴŘŜǊ wCCΩǎ {ƻŎƛŀƭ /ƻǎǘ ƻŦ /ŀǊōƻƴ LƴƛǘƛŀǘƛǾŜ όRennert et al. 2022b)), and  

3. a meta-analysis-based damage function (based on Howard and Sterner (2017)).  

The discounting module discounts the stream of future net climate damages back to the year of emissions 

using a set of dynamic discount rates that have been calibrated following the Newell et al. (2022) 

approach, as applied in Rennert et al. (2022a, 2022b). This approach uses the Ramsey (1928) discounting 

formula in which the parameters are calibrated such that (1) the decline in the certainty-equivalent 

discount rate matches the latest empirical evidence on interest rate uncertainty estimated by Bauer and 

Rudebusch (2020, 2023) and (2) the average of the certainty-equivalent discount rate over the first decade 

matches a near-term consumption rate of interest. Uncertainty in the starting rate is addressed by using 

three near-term target rates (1.5%, 2.0%, and 2.5%) based on multiple lines of evidence on observed real 

market interest rates. This approach results in dynamic discount rate paths and is consistent with the 

National Academies (2017) recommendation to use three sets of Ramsey parameters that reflect a range 

of near-term certainty-equivalent discount rates and are consistent with theory and empirical evidence 

on consumption rate uncertainty. Finally, the value of aversion to risk associated with net damages from 

GHG emissions is explicitly incorporated into the modeling framework following the economic literature. 

Taken together, the methodologies adopted in this report allow for a more holistic treatment of 

uncertainty than in past estimates by the EPA. The updates incorporate a quantitative consideration of 

uncertainty into all modules and use a Monte Carlo approach that captures the compounding 

uncertainties across modules. The estimation process generates nine separate distributions of discounted 

marginal damages per metric ton ς the product of using three damage modules and three near-term 

target discount rates ς for each gas in each emissions year. These distributions have long right tails 

reflecting the extensive evidence in the scientific and economic literature that shows the potential for 

lower-probability but higher-impact outcomes from climate change, which would be particularly harmful 

to society. The uncertainty grows over the modeled time horizon. Therefore, under cases with a lower 

near-term target discount rate ς that give relatively more weight to impacts in the future ς the distribution 

of results is wider. To produce a range of estimates that reflects the uncertainty in the estimation exercise 

while also providing a manageable number of estimates for policy analysis, this report combines the 

multiple lines of evidence on damage modules by averaging the results across the three damage module 

specifications. Table ES.1 summarizes the averaged certainty-equivalent SC-GHG estimates that can be 

used to value GHG emissions changes in benefit-cost analysis. The table presents the SC-CO2, SC-CH4, and 

SC-N2O estimates under each near-term discount rate for emissions years 2020 through 2080.  
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The methodological updates implemented in this report represent a major step forward in bringing SC-

GHG estimates closer to the frontier of climate science and economics and address near-term updating 

recommendations from ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ όнлмтύΦ Nevertheless, the SC-GHG estimates presented 

in this report still have several limitations, as would be expected for any modeling exercise that covers 

such a broad scope of scientific and economic issues across a complex global landscape. There are still 

many categories of climate impacts and associated damages that are only partiallyτor not at allτ

reflected in these estimates and sources of uncertainty that have not been fully characterized due to data 

and modeling limitations. For example, the modeling in this report omits most of the consequences of 

changes in precipitation, damages from extreme weather events, the potential for nongradual damages 

from passing critical thresholds (e.g., tipping elements) in natural or socioeconomic systems, and non-

climate mediated effects of GHG emissions other than CO2 fertilization (e.g., ocean acidification due to 

CO2 emissions, tropospheric ozone formation due to CH4 emissions). Importantly, this update does not 

yet reflect interaction effects and feedback effects within, and across, natural and human systems. For 

example, it does not explicitly reflect potential interactions among damage categories, such as those 

stemming from the interdependencies of energy, water, and land use. These interactions and feedbacks, 

and others, were highlighted by the National Academies as an important area of future research for 

longer-term enhancements in the SC-GHG estimation framework. 

Given both the methodological choices and the modeling limitations, primarily the numerous categories 

of damages that are currently unrepresented, the resulting SC-GHG estimates presented in this report 

likely underestimate the marginal damages from GHG pollution. The EPA will continue to review 

developments in the literature, including more robust methodologies for estimating the magnitude of the 

various direct and indirect damages from GHG emissions, and look for opportunities to further improve 

SC-GHG estimation going forward. 

To ensure that the methodological updates adopted in this report are consistent with economic theory 

and reflect the latest science, the EPA initiated an external peer review panel to conduct a high-quality 

technical review, completed in May 2023. The peer reviewers commended the agency on its development 

of this update, calling it a much-needed improvement in estimating the SC-GHG and a significant step 

towards addressing the National AcademiesΩ recommendations with defensible modeling choices based 

on current science. The peer reviewers provided numerous recommendations for refining the 

presentation and for future modeling improvements, especially with respect to climate change impacts 

and associated damages that are not currently included in the analysis. Additional discussion of omitted 

impacts and other updates have been incorporated to address peer reviewer recommendations. 

Complete information about the external peer review, including the peer reviewer selection process, the 

final report with individual recommendations from peer reviewers, and ǘƘŜ 9t!Ωǎ ǊŜǎǇƻƴǎŜ ǘƻ each 

recommendation is available at: https://www.epa.gov/environmental-economics/scghg-tsd-peer-

review.1  

 

  

 
1 In addition, the EPA solicited public comment on the use of the updated SC-GHG estimates and the external review 
draft of this report in the docket for 9t!Ωǎ December нлнн {ǳǇǇƭŜƳŜƴǘŀƭ bƻǘƛŎŜ ƻŦ tǊƻǇƻǎŜŘ wǳƭŜƳŀƪƛƴƎΣ ά{ǘŀƴŘŀǊŘǎ 
of Performance for New, Reconstructed, and Modified Sources and Emissions Guidelines for Existing Sources: Oil 
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Table ES.1: Estimates of the Social Cost of Greenhouse Gases (SC-GHG), 2020-2080 (2020 dollars) 

 SC-GHG and Near-term Ramsey Discount Rate 

 
SC-CO2 

(2020 dollars per metric ton of CO2) 
SC-CH4 

(2020 dollars per metric ton of CH4) 
SC-N2O 

(2020 dollars per metric ton of N2O) 

Emission 
Year 

Near-term rate Near-term rate Near-term rate 
2.5% 2.0% 1.5% 2.5% 2.0% 1.5% 2.5% 2.0% 1.5% 

2020 120 190 340 1,300 1,600 2,300 35,000 54,000 87,000 

2030 140 230 380 1,900 2,400 3,200 45,000 66,000 100,000 

2040 170 270 430 2,700 3,300 4,200 55,000 79,000 120,000 

2050 200 310 480 3,500 4,200 5,300 66,000 93,000 140,000 

2060 230 350 530 4,300 5,100 6,300 76,000 110,000 150,000 

2070 260 380 570 5,000 5,900 7,200 85,000 120,000 170,000 

2080 280 410 600 5,800 6,800 8,200 95,000 130,000 180,000 

Values of SC-CO2, SC-CH4, and SC-N2O are rounded to two significant figures. The annual unrounded estimates are available in 
Appendix A.5 and at: https://www.epa.gov/environmental-economics/scghg. 
 

 

 
and Natural Gas Sector Climate Review.έ !ƭƭ ǘƘŜ ǇǳōƭƛŎ ŎƻƳƳŜƴǘǎ ŀƴŘ 9t!Ωǎ ǊŜǎǇƻƴǎŜǎ ǘƻ ǘƘŜ ŎƻƳƳŜƴǘǎ ŀǊŜ ŀǾŀƛƭŀōƭŜ 
in the rule docket at: https://www.regulations.gov/docket/EPA-HQ-OAR-2021-0317. 

https://www.regulations.gov/docket/EPA-HQ-OAR-2021-0317
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1 Background 

A robust and scientifically founded assessment of the positive and negative impacts that an action can be 

expected to have on society facilitates evidence-based policy making. Estimates of the social cost of 

carbon (SC-CO2), social cost of methane (SC-CH4), and social cost of nitrous oxide (SC-N2O) allow analysts 

to incorporate the net social benefits of reducing emissions of each of these greenhouse gases, or the net 

social costs of increasing such emissions, in benefit-cost analysis, and when appropriate, in decision 

making and other contexts.2 Collectively, these values are referred to ŀǎ ǘƘŜ άǎƻŎƛŀƭ Ŏƻǎǘ ƻŦ ƎǊŜŜƴƘƻǳǎŜ 

ƎŀǎŜǎέ ό{/-GHG) in this document. The SC-GHG is the monetary value of the future stream of net damages 

associated with adding one ton of that GHG to the atmosphere in a given year. The SC-GHG, therefore, 

also reflects the societal net benefit of reducing emissions of the gas by one ton. The social benefits of 

abatement are an aggregated measure of the affected ƛƴŘƛǾƛŘǳŀƭǎΩ willingness to pay to avoid those 

damages. The SC-GHG is the marginal social benefit of GHG abatement and is, therefore, the theoretically 

appropriate value to use when conducting benefit-cost analyses of policies that affect GHG emissions.3 

The marginal social cost will differ by the type of GHG (such as CO2, CH4, and N2O)4 and by the year in 

which the emissions change occurs. 

In principle, the SC-GHG is a comprehensive metric that includes the value of all climate change impacts 

(both negative and positive), including (but not limited to) changes in net agricultural productivity, human 

health effects, property damage from increased flood risk, changes in the frequency and severity of 

natural disasters, disruption of energy systems, risk of conflict, environmental migration, and the value of 

ecosystem services. In practice, because of data and modeling limitations, which prevent full 

representation of harmful climate impacts, estimates of the SC-GHG--including the updated values 

presented in this report--are a partial accounting of climate change impacts and, as such, lead to 

underestimates of the marginal benefits of abatement.   

 
2 Note, for example, that EPA has recommended use of SC-GHG estimates in environmental impact statements under 
NEPA when appropriate. See, e.g., Letter from EPA to USPS, on the Final Environmental Impact Statement for Next 
Generation Delivery Vehicle Acquisitions, Feb. 2, 2022. 
3 These estimates of social damages should not be confused with the estimated costs of attaining a predetermined 
emissions or warming limit. Specifically, there is another strand of research that investigates the costs of setting a 
specific climate target (e.g., capping emissions or temperature increases to a certain level). The expected marginal 
cost of GHG abatement associated with meeting a specific climate target can be useful in evaluating policy cost-
effectiveness but is not an alternative way to value damages from GHG emissions in benefit-cost analysis. For more 
on how these concepts (e.g., a predetermined target-based approach and a damage (SC-GHG) based approach) can 
be used when designing climate policy and in policy evaluation, see, for example, Hänsel et al. (2020); Stern et al. 
(2022); Aldy et al. (2021); and Gundlach and Livermore (2022). 
4 SC-GHG estimates are gas specific because one metric ton of CO2, CH4, N2O, or other GHG differ in the temporal 
pathway of their impact on society, through both climate mediated effects of emissions (temperature, sea level rise, 
etc.) and non-climate mediated effects of emissions (e.g., carbon fertilization effects and ocean acidification due to 
CO2 emissions, tropospheric ozone formation due to CH4 emissions). See Marten and Newbold (2012), Waldhoff et 
al. (2014), and IWG (2016b) for more discussion. 
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1.1 Overview of SC-GHG Estimates Used in EPA Analyses to Date 

The academic literature has published estimates of the social cost of carbon and other GHGs since at least 

the early 1990s. As early as 2002 researchers began conducting reviews that combined lines of evidence 

across early SC-CO2 estimates (Clarkson and Deyes 2002). The EPA began regularly incorporating SC-CO2 

estimates in regulatory impact analyses following a 2008 court ruling in which an agency was ordered to 

consider the SC-CO2 in the rulemaking process. Specifically, the U.S. Ninth Circuit Court of Appeals 

remanded a fuel economy rule to the Department of Transportation for failing to consider the value of 

reducing CO2 emissions when determining the appropriate level of the fuel economy standard, stating 

ǘƘŀǘ άǿƘƛƭŜ ǘƘŜ record shows that there is a range of values, the value of carbon emissions reduction is 

certainly not zeroΦέ5 The SC-CO2 estimates initially presented in EPA analyses in 2008 and early 2009 were 

derived from the academic literature.6 

 

Beginning in SeptŜƳōŜǊ нллфΣ 9t!Ωǎ ǊŜƎǳƭŀǘƻǊȅ ƛƳǇŀŎǘ ŀƴŀƭȅǎŜǎ ŀǇǇƭƛŜŘ {/-CO2 estimates that were 

developed through a U.S. Government interagency working group (IWG) process. The IWG was launched 

in early 2009, under the leadership of the Office of Management and Budget (OMB) and the Council of 

Economic Advisers (CEA), to ensure that Federal agencies had access to the best available information 

when quantifying the benefits of reducing CO2 emissions in benefit-cost analyses. The IWG included 

technical experts from the EPA and other federal agencies. The IWG first developed an interim set of SC-

CO2 estimates based on an average of estimates published in the peer reviewed academic literature.7 The 

EPA chose to use these interim estimates in multiple regulatory impact analyses and sought public 

comments to inform the estimates for future use.8 In 2010, the IWG published a Technical Support 

Document (TSD) with a set of four updated SC-CO2 estimates recommended for use in regulatory analyses 

in addition to guidance on using the estimates (IWG 2010). Three of these values were based on the 

average SC-CO2 from three widely cited integrated assessment models (IAMs) in the peer-reviewed 

literature ς DICE, PAGE, and FUND9 ς at constant discount rates of 2.5%, 3%, and 5%. The fourth value 

 
5 Ctr. for Biological Diversity v. Nat'l Highway Traffic Safety Admin., 538 F.3d 1172, 1200 (9th Cir. 2008). 
6 CƻǊ ƳƻǊŜ ƛƴŦƻǊƳŀǘƛƻƴΣ ǎŜŜ άTechnical Support Document on Benefits of Reducing GHG Emissionsέ 
(https://www.regulations.gov/document/EPA-HQ-OAR-2008-0318-0078ύΣ ǇǊŜǇŀǊŜŘ ŦƻǊ 9t!Ωǎ Wǳƭȅ нллу !ŘǾŀƴŎŜŘ 
Notice of Proposed Rulemaking for Regulating Greenhouse Gas Emissions Under the Clean Air Act, and EPAΩǎ aŀȅ 
2009 Regulatory Impact Analysis for the Renewable Fuel Standard Program (RFS2) Proposed Rule (EPA 2008).  
7 The IWG used a meta-analysis of SC-CO2 estimates (Tol 2008) as the starting point for the development of the 
interim estimates recommended in 2009.  With that starting point, the IWG filtered the existing SC-CO2 estimates in 
the meta-analysis by using those that (1) were derived from peer-reviewed studies; (2) did not weight the monetized 
ŘŀƳŀƎŜǎ ǘƻ ƻƴŜ ŎƻǳƴǘǊȅ ƳƻǊŜ ǘƘŀƴ ǘƘƻǎŜ ƛƴ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎ όƛΦŜΦΣ ƴƻ Ŝǉǳƛǘȅ ǿŜƛƎƘǘƛƴƎύΤ όоύ ǳǎŜŘ ŀ άōǳǎƛƴŜǎǎ ŀǎ ǳǎǳŀƭέ 
climate scenario; and (4) were based on the most recent published version of each of the three major integrated 
assessment models (IAMs): FUND, PAGE, and DICE. See EPA and DOT (2009) for more discussion of how the filtered 
estimates were combined to form a set of five recommended interim values.  
8 {ŜŜΣ ŦƻǊ ŜȄŀƳǇƭŜΣ 9t! ŀƴŘ 5h¢Ωǎ joint September 2009 Proposed Rulemaking to Establish Light-Duty Vehicle 
Greenhouse Gas Emission Standards and Corporate Average Fuel Economy Standards (EPA and DOT 2009). 
9 The DICE (Dynamic Integrated Climate and Economy) model by William Nordhaus evolved from a series of energy 
models and was first presented in 1990 (Nordhaus and Boyer 2000, Nordhaus 2008). The PAGE (Policy Analysis of 
the Greenhouse Effect) model was developed by Chris Hope in 1991 for use by European decision-makers in 

 

https://www.regulations.gov/document/EPA-HQ-OAR-2008-0318-0078
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was included to represent the potential for lower-probability, higher-impact outcomes from climate 

change, that would be particularly harmful to society and thus relevant to the public and policymakers. 

For this purpose, it selected the SC-CO2 value for the 95th percentile at a 3% discount rate. Absent formal 

inclusion of risk aversion in the modeling, considering values above the mean in a right skewed 

distribution with long tails ackƴƻǿƭŜŘƎŜǎ ǎƻŎƛŜǘȅΩǎ ǇǊŜŦŜǊŜƴŎŜ ŦƻǊ ŀǾƻƛŘƛƴƎ ǊƛǎƪΦ  

 

The EPA chose to update the set of SC-CO2 estimates used in regulatory analyses following a May 2013 

update of the IWG SC-CO2 estimates (IWG 2013). The 2013 IWG SC-CO2 update incorporated new versions 

of the IAMs used in the peer-reviewed literature but did not revisit other IWG modeling decisions (i.e., 

the discount rates or harmonized inputs for socioeconomic and emission scenarios and equilibrium 

climate sensitivity). Improvements in the way damages are modeled were confined to those that had been 

incorporated into the latest versions of the models by the developers themselves in the peer-reviewed 

literature.10  

In June 2015, the EPA began using estimates of SC-CH4 and SC-N2O from Marten et al. (2015), which were 

consistent with the methodology underlying the L²DΩǎ ŜǎǘƛƳŀǘŜǎ ƻŦ ǘƘŜ SC-CO2 estimates. The Marten et 

al. estimates were first applied in sensitivity analyses in regulatory impact analyses of proposed 

rulemakings with CH4 and N2O emission impacts.11 Following the completion of an external peer review 

of the application of these estimates to federal regulatory analysis, the estimates were used in the main 

analysis of other proposed rulemakings with CH4 emissions impacts (EPA 2015a, 2015b).12 In August 2016, 

the Marten et al. SC-CH4 and SC-N2O estimates were adopted by the IWG ƛƴ ŀƴ ŀŘŘŜƴŘǳƳ ǘƻ ǘƘŜ L²DΩǎ 

TSD (IWG 2016a, 2016b).13 The IWG recommended these estimates as a method for improving the 

analyses of regulatory actions that are projected to influence CH4 or N2O emissions in a manner consistent 

with how CO2 emission changes were being valued. 

Over the course of developing and updating the SC-GHG estimates that have been used in EPA analyses, 

there were extensive opportunities for public input on the estimates and underlying methodologies. There 

 
assessing the marginal impact of carbon emissions (Hope 2006, Hope 2008). The FUND (Climate Framework for 
Uncertainty, Negotiation, and Distribution) model, developed by Richard Tol in the early 1990s, was originally used 
to study international capital transfers in climate policy and was subsequently widely used to study climate impacts 
(e.g., Tol 2002a, Tol 2002b, Anthoff et al. 2009, Tol 2009). 
10 The IWG subsequently provided additional minor technical revisions in November of 2013 and July of 2015, as 
explained in Appendix B of the 2016 TSD (IWG 2016a). 
11 The SC-CH4 and SC-N2O estimates were first used in sensitivity analysis for the Proposed Rulemaking for 
Greenhouse Gas Emissions and Fuel Efficiency Standards for Medium- and Heavy-Duty Engines and VehiclesςPhase 
2 (EPA and DOT 2015). 
12 For a discussion of public comments received on the valuation of non-CO2 GHG impacts in general and the use of 
the Marten et al. (2015) estimates, see, e.g., EPA (2012a, 2012b, 2016a, 2016b), EPA and DOT (2016). 
13 In 2021, the EPA developed analogous estimates of the social cost of hydrofluorocarbons (SC-HFCs) that are 
consistent with the methodology underlying the SC-CO2, SC-CH4, and SC-N2O estimates.  See, for ŜȄŀƳǇƭŜΣ 9t!Ωǎ Ŧƛƴŀƭ 
Regulatory Impact Analysis for Phasing Down Production and Consumption of Hydrofluorocarbons (HFCs) for more 
information (EPA 2021a). Similarly, Tan et al. (2023) provides a thorough documentation of the estimation as 
developed in EPA (2021a), in addition to presenting estimates of the SC-HFCs using an updated version of the GIVE 
framework. 
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was a public comment process associated with each proposed EPA rulemaking that used the estimates, 

and OMB initiated a separate comment process on the IWG TSD in 2013. Commenters offered a wide 

range of perspectives on all aspects of the process, methodology, and final estimates, and submitted 

diverse suggestions for improvements. The U.S. Government Accountability Office (GAO) reviewed the 

development of the IWG SC-CO2 estimates and concluded that the IWG processes and methods reflected 

three principles: consensus-based decision making, reliance on existing academic literature and models, 

and disclosure of limitations and incorporation of new information (GAO 2014). 

In 2015, as part of the IWG response to the public comments received in the 2013 solicitation, the IWG 

announced a National Academies review of the IWG estimates (IWG 2015). Specifically, the IWG asked 

the National Academies to conduct a multi-discipline, two-phase assessment of the IWG estimates and 

offer advice on approaching future updates to ensure that the estimates continue to reflect the best 

available science and methodologies. The Nationŀƭ !ŎŀŘŜƳƛŜǎΩ ƛƴǘŜǊƛƳ όtƘŀǎŜ мύ ǊŜǇƻǊǘ όbŀǘƛƻƴŀƭ 

Academies 2016a) recommended against a near-term update of the SC-CO2 estimates within the existing 

modeling framework. For future revisions, the National Academies recommended a broader update of 

the climate system module consistent with the most recent, best available science and offered 

recommendations for how to enhance the discussion and presentation of uncertainty in the SC-CO2 

estimates. In addition to publishing estimates of SC-CH4 and SC-N2hΣ ǘƘŜ L²DΩǎ 2016 TSD revision 

responded to the National !ŎŀŘŜƳƛŜǎΩ tƘŀǎŜ м ǊŜǇƻǊǘ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ǊŜƎŀǊŘƛƴƎ the presentation of 

uncertainty. The revisions included: an expanded presentation of the SC-GHG estimates that highlights a 

symmetric range of uncertainty around estimates for each discount rate; new sections that provide a 

unified discussion of the methodology used to incorporate sources of uncertainty; a detailed explanation 

of the uncertain parameters in the FUND and PAGE models; and making the full set of SC-CO2 estimates 

easily accessible to the public ƻƴ ha.Ωǎ ǿŜōǎƛǘŜΦ 

In January 2017, the National Academies released their final report, Valuing Climate Damages: Updating 

Estimation of the Social Cost of Carbon Dioxide and recommended specific criteria for future updates to 

the SC-CO2 estimates, a modeling framework to satisfy the specified criteria, and both near-term updates 

and longer-term research needs pertaining to various components of the estimation process (National 

Academies 2017). ! ŘŜǎŎǊƛǇǘƛƻƴ ƻŦ ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦƻǊ ƴŜŀǊ-term updates is 

provided in Section 1.2 below. Shortly thereafter, in March 2017, President Trump issued E.O. 13783, 

which called for the rescission and review of several climate-related Presidential and regulatory actions 

as well as for a review of the SC-GHG estimates used for regulatory impact analyses. Further, E.O. 13783 

disbanded the IWG, withdrew the previous TSDs, and directed agencies to άensureέ SC-GHG estimates 

used in regulatory analyses άare consistent with the guidance contained in OMB Circular A-4έΣ άƛƴŎƭǳŘƛƴƎ 

with respect to the consideration of domestic versus international impacts and the consideration of 

ŀǇǇǊƻǇǊƛŀǘŜ ŘƛǎŎƻǳƴǘ ǊŀǘŜǎέ ό9ΦhΦ мотуоΣ {ŜŎǘƛƻƴ рόŎύύ. The EPAΩǎ benefit-cost analyses following E.O. 

13783 used SC-GHG estimates that attempted to focus on the specific share of physical climate change 

impacts occurring in the U.S. as captured by then-available models (which did not reflect many pathways 

by which climate impacts affect the welfare of U.S. citizens and residents) and were calculated using two 

default discount rates recommended by OMB Circular A-4 (2003), 3% and 7%. ¢ƘŜ 9t!Ωǎ ǊŜƎǳƭŀǘƻǊȅ 

analyses under E.O. 13783 included sensitivity analyses based on global SC-GHG values and using a lower 



 

9 
 
 

discount rate of 2.5%.14 All other methodological decisions and model versions used in SC-GHG 

calculations under E.O. 13783 remained the same as those used by the IWG in 2010 and 2013, 

respectively.  

On January 20, 2021, President Biden issued E.O. 13990 which re-established an IWG and directed the 

group to develop an update of the SC-GHG estimates that reflect the best available science and the 

recommendations of the National Academies (2017). In February 2021, the IWG recommended the 

interim use of the most recent SC-GHG estimates developed by the IWG prior to the group being 

disbanded in 2017, adjusted for inflation (IWG 2021). As discussed in the February 2021 TSD, the IWG 

concluded that these interim estimates reflected the immediate need to have SC-GHG estimates available 

for agencies to use in regulatory benefit-cost analyses and other applications that were developed using 

a transparent process, peer reviewed methodologies, and the science available at the time of that process. 

The February 2021 update also recognized the limitations of the interim estimates and encouraged 

agencies to use their best judgment in, for example, considering sensitivity analyses using lower discount 

rates. The IWG published a Federal Register notice on May 7, 2021, soliciting comment on the February 

2021 TSD and on how best to incorporate the latest peer-reviewed scientific literature in order to develop 

an updated set of SC-GHG estimates. The 9t! ŀǇǇƭƛŜŘ ǘƘŜ L²DΩǎ ƛƴǘŜǊƛƳ {/-GHG estimates in analyses 

published following the release of the February 2021 TSD (see, e.g., EPA (2021b, 2021c)).   

 
14OMB Circular A-4 (2003) recognizes that special considerations arise when applying discount rates if 
intergenerational effects are important. In thŜ L²DΩǎ нлмр Response to Comments, OMBτas a co-chair of the IWGτ
ƳŀŘŜ ŎƭŜŀǊ ǘƘŀǘ ά/ƛǊŎǳƭŀǊ !-п ƛǎ ŀ ƭƛǾƛƴƎ ŘƻŎǳƳŜƴǘΣέ ǘƘŀǘ άǘƘŜ ǳǎŜ ƻŦ т% is not considered appropriate for 
ƛƴǘŜǊƎŜƴŜǊŀǘƛƻƴŀƭ ŘƛǎŎƻǳƴǘƛƴƎΣέ ŀƴŘ ǘƘŀǘ άώǘϐƘŜǊŜ ƛǎ ǿƛŘŜ ǎǳǇǇƻǊǘ ŦƻǊ ǘƘƛǎ ǾƛŜǿ ƛƴ ǘƘe academic literature, and it is 
recognized in Circular A-п ƛǘǎŜƭŦΦέ ha.Σ ŀǎ ǇŀǊǘ ƻŦ ǘƘŜ L²DΣ ǎƛƳƛƭŀǊƭȅ ǊŜǇŜŀǘŜŘƭȅ ŎƻƴŦƛǊƳŜŘ ǘƘŀǘ άŀ ŦƻŎǳǎ ƻƴ Ǝƭƻōŀƭ 
{// ŜǎǘƛƳŀǘŜǎ ƛƴ ώǊŜƎǳƭŀǘƻǊȅ ƛƳǇŀŎǘ ŀƴŀƭȅǎŜǎϐ ƛǎ ŀǇǇǊƻǇǊƛŀǘŜέ όL²D нлмрύΦ {ŜŜ {ŜŎǘƛƻƴǎ мΦо ŀƴŘ нΦо ŦƻǊ ŦǳǊǘher 
discussion on both issues. In 2023, OMB revised Circular A-4, after the publication of the draft version of this report. 
Circular A-4 (2023) likewise recognizes that special considerations arise when applying discount rates 
intergenerationally, including that uncertainty in the future path of the discount rate suggest a focus on lower rates. 
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To ensure that the methodological updates adopted in this report are consistent with economic theory 

and reflect the latest science, the EPA initiated an external peer review panel to conduct a high-quality 

technical review, completed in May 2023. The peer reviewers commended the agency on its development 

of this update, calling it a much-needed improvement in estimating the SC-GHG and a significant step 

ǘƻǿŀǊŘǎ ŀŘŘǊŜǎǎƛƴƎ ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ǿƛǘƘ ŘŜŦŜƴǎƛōƭŜ ƳƻŘŜƭƛƴƎ ŎƘƻƛŎŜǎ ōŀǎŜŘ 

on current science.15 The peer reviewers provided numerous recommendations for refining the 

presentation and for future modeling improvements, especially with respect to climate change impacts, 

feedbacks, and associated damages that are not currently included in the analysis. Additional discussion 

of omitted impacts and other updates have been incorporated to address peer reviewer 

recommendations. Complete information about the external peer review, including the peer reviewer 

selection process, the final report with individual recommendations from peer reviewerǎΣ ŀƴŘ ǘƘŜ 9t!Ωǎ 

response to each recommendation is available at: https://www.epa.gov/environmental-

economics/scghg-tsd-peer-review.16  

 

 
15 Examples of supportive statements from each of the seven peer reviewers included:  
ω ¢ƘŜ ǊŜǇƻǊǘ άrepresents a huge advance in estimating the US Social Cost of Carbon (SCC). The estimates reported 
have successfully incorporated all of the short-term recommendations of the National Research Council (NRC) 
Committee on Valuing Climate Damages, and some of the longer-term recommendations. The report represents the 
state-of-the-art in executing the four steps of SCC calculation: (1) calculating probability distributions over future 
paths of population, GDP and emissions; (2) translating future emissions into future climate impacts; (3) estimating 
net damages associated with changes in climate; (4) discounting future damages to the presentΦέ  
ω άThe approach taken to generate SC-GHG estimates is well-designed and executed and the document is well-written 
and easy to follow, although missing key details (as I describe below in my detailed comments)Φέ  
ω ά¢ƘŜ ǳǇŘŀǘŜΧƛǎ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǎǘŜǇ ǘƻǿŀǊŘǎ ŀŘŘǊŜǎǎƛƴƎ ǘƘŜ bŀǘƛƻƴŀl Academies report in 2017 and continuing to 
improve the ability to assess the impact on the United StatesΦέ  
ω The document άprovides the basis for both an improved estimate to be used in rulemaking in the near term, as well 
as providing the core foundation for continuing refinements and improvements in the futureΧ.The overall structure 
of the report is clear and the development of the modular approach as recommended by NASEM is well articulated. 
By establishing a modular platform, the Agency is well positioned to both improve the current set of estimates and 
allow for updates over time as the scientific and economic basis for the estimates evolve and improveΦέ 
ω ά¢ƘŜ ŘƻŎǳƳŜƴǘΧƛǎΣ ŀǎ ŦŀǊ ŀǎ ǘƘƛǎ ǊŜŀŘŜǊ Ŏŀƴ ŘƛǎŎŜǊƴΣ ŀŎŎǳǊŀǘŜ ƛƴ ƛǘǎ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ƻŦ ǘƘŜ ŎǳǊǊent literature. The 
presentation is exceptionally clear and would be accessible to a knowledgeable non-expert working in the climate 
ǇƻƭƛŎȅ ŘƻƳŀƛƴΦ ¢ƘŜ ŘƻŎǳƳŜƴǘΩǎ ŎƻƴŎƭǳǎƛƻƴǎ ŀǊŜ ǎƻǳƴŘ ǿƛǘƘƛƴ ǘƘŜ ǎŜƭŦ-constrained scope of its analysisΦέ   
ω άIt should be noted that several [public] ŎƻƳƳŜƴǘǎ ǿŜǊŜ ǾŜǊȅ ŎƻƳǇƭƛƳŜƴǘŀǊȅ ŦƻǊ ǘƘŜ ǿƻǊƪ 9t! ƘŀŘ ŎƻƴŘǳŎǘŜŘΧL 
concur ς EPA is advancing our state of knowledge. There are specific suggestions for improvements I will discuss in 
more detail below, but I believe the proposed rule is an important step forwardΦέ    
ω ¢ƘŜ wŜǇƻǊǘ άrepresents a real step change in the formal calculation of the U.S. Social Cost of Carbon (SC-CO2), not 
least because of its explicit calculation of the Social Cost of Methane (SC-CH4) and Nitrous Oxide (SC-N2O). It is 
generally well-written, technically sound, responsive to a host of comments and inputs (e.g., National Academy of 
Sciences 2017; Carleton and Greenstone 2021; Wagner et al. 2021) since the prior updates under the Obama 
administrationΧand generally represents well the emerging consensus in the literature (e.g., Moore et al. 2023)Φέ 
16 In addition, the EPA solicited public comment on the use of the updated SC-GHG estimates and the external review 
draft of this report in the docket for 9t!Ωǎ December нлнн {ǳǇǇƭŜƳŜƴǘŀƭ bƻǘƛŎŜ ƻŦ tǊƻǇƻǎŜŘ wǳƭŜƳŀƪƛƴƎΣ ά{ǘŀƴŘŀǊŘǎ 
of Performance for New, Reconstructed, and Modified Sources and Emissions Guidelines for Existing Sources: Oil 
and Natural Gas Sector Climate Review.έ All the pubƭƛŎ ŎƻƳƳŜƴǘǎ ŀƴŘ 9t!Ωǎ ǊŜǎǇƻƴǎŜǎ ǘƻ ǘƘŜ ŎƻƳƳŜƴǘǎ ŀǊŜ ŀǾŀƛƭŀōƭŜ 
in the rule docket at: https://www.regulations.gov/docket/EPA-HQ-OAR-2021-0317. 

https://www.regulations.gov/docket/EPA-HQ-OAR-2021-0317
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1.2 Recommendations from the National Academies of Sciences, Engineering, and 

Medicine  

As previously mentioned, in 2015, the IWG requested that the National Academies review and 

recommend potential approaches for improving its SC-CO2 estimation methodology. In response, the 

National Academies convened a multidisciplinary committee, called the Committee on Assessing 

!ǇǇǊƻŀŎƘŜǎ ǘƻ ¦ǇŘŀǘƛƴƎ ǘƘŜ {ƻŎƛŀƭ /ƻǎǘ ƻŦ /ŀǊōƻƴΦ Lƴ ŀŘŘƛǘƛƻƴ ǘƻ ŜǾŀƭǳŀǘƛƴƎ ǘƘŜ L²DΩǎ ƻǾŜǊŀƭƭ ŀǇǇǊƻŀŎƘ 

to SC-CO2 estimation, the committee reviewed its choices of IAMs and damage functions, climate science 

assumptions, future baseline socioeconomic and emission projections, presentation of uncertainty, and 

discount rates.  

In its final report (National Academies 2017), the National Academies committee recommended that the 

IWG pursue an integrated modular approach to the key components of SC-CO2 estimation to allow for 

independent updating and review and to draw more readily on expertise from the wide range of scientific 

disciplines relevant to SC-CO2 estimation. Under this approach, each step in SC-CO2 estimation is 

developed as a moduleτsocioeconomic projections, climate science, economic damages, and 

discountingτthat reflects the state of scientific knowledge in the current peer-reviewed literature. In the 

longer term, it recommended that the IWG communicate research needs and priorities to its member 

agencies to stimulate research on ways to improve accounting of interactions and feedbacks between 

these components. In addition, the committee noted that, while the IWG harmonized key inputs across 

three IAMs, shifting to the use of a single climate module in the nearer-term (2-3 years) and eventually 

transitioning to a single framework for all modules will enhance transparency, improve consistency with 

the underlying science, and allow for more explicit representation of uncertainty. It recommended these 

three criteria also be used to judge the value of other updates to the methodology. It also recommended 

that the IWG update SC-CO2 estimates at regular intervals, suggesting a five-year cycle.  

Regarding the key components of the SC-CO2, the committee recommended the following improvements:  

Socioeconomic and emissions projections: Use accepted statistical methods and elicit expert 

judgment to project probability distributions of future annual growth rates of per-capita gross 

domestic product (GDP) and population, bearing in mind the potential correlation between 

economic and population projections. Use expert elicitation, guided by information on historical 

trends and emissions consistent with different climate outcomes, to project emissions for each 

forcing agent of interest, conditional on population and income scenarios. Additional 

recommendations were offered pertaining to the time horizon, inclusion of future policies, 

disaggregation of scenarios, and feedbacks from the damage module to the socioeconomic 

module.  

Climate science: Adopt or develop a simple Earth system model (such as the Finite Amplitude 

Impulse Response (FaIR) model) to capture the relationships between CO2 emissions, atmospheric 

CO2 concentrations, and global mean surface temperature change over time while accounting for 

non-CO2 forcing and allowing for the evaluation of uncertainty. Adopt or develop a sea level rise 

component in the climate module that: (1) accounts for uncertainty in the translation of global 

mean temperature to global mean sea level rise and (2) is consistent with sea level rise projections 

available in the literature for similar forcing and temperature pathways. The committee also 
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noted the importance of generating spatially and temporally disaggregated climate information 

as inputs into damage estimation. It recommended the use of linear pattern scaling (which 

estimates linear relationships between global mean temperature and local climate variables) to 

achieve this goal in the near-term. 

Economic damages: Improve and update existing formulations of individual sectoral damage 

functions as feasible; characterize damage function calibrations quantitatively and transparently; 

present a summary of disaggregated (incremental and total) damage projections and discuss how 

they scale with temperature, income, and population; and recognize any correlations between 

formulations when multiple damage functions are used. 

Discounting: Account for the relationship between economic growth and discounting; explicitly 

recognize uncertainty surrounding discount rates over long time horizons using a Ramsey-like 

approach; select parameters to implement this approach that are consistent with theory and 

evidence to produce certainty-equivalent discount rates consistent with near-term consumption 

rates of interest; use three sets of Ramsey parameters to generate a low, central, and high 

certainty-equivalent near-term discount rate, and three means and ranges of SC-CO2 estimates; 

discuss how the SC-CO2 estimates should be combined with other cost and benefit estimates that 

may use different discount rates in regulatory analysis. 

Additional details on the Nationŀƭ !ŎŀŘŜƳƛŜǎΩ ƴŜŀǊ-term recommendations are provided in Section 2 

ōŜƭƻǿΦ ¢ƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ Ŧƛƴŀƭ ǊŜǇƻǊǘ ŀƭǎƻ ǇǊƻǾƛŘŜŘ ƭƻƴƎŜǊ-term recommendations pertaining to 

each module and identified research priorities for addressing these recommendations.  

In focusing on the four categories above, the National Academies left various topics for future research. 

For example, the report pointed to future research that might enable more robust methods of capturing 

the benefits of reducing climate risks. While the National Academies report did not explicitly address 

methods to account for the disproportionate climate damages that may accrue to lower-income 

individuals in SC-GHG estimates, it did outline ways to present evidence on the possible distributional 

effects of climate change. The National Academies point to the importance of presenting spatially 

disaggregated results that could, in turn, enable methods that would better identify vulnerable 

populations and those most at risk. Additional discussion of these dimensions can be found in Section 3.3 

of this report. 

1.3 Accounting for Global Damages 

Benefit-cost analyses of U.S. Federal regulations have traditionally focused on the benefits and costs that 

accrue to individuals that reside within the ŎƻǳƴǘǊȅΩǎ ƴŀǘƛƻƴŀƭ ōƻǳƴŘŀǊƛŜǎ and that accrue to regulated 

industries, regardless of the nationality of the owners of affected physical assets.17 This approach reflects 

the fact that for most regulations, those are the two groups primarily affected. It does not reflect any 

other scientific, legal, or other rationale. The default recommendation in ha.Ωǎ /ƛǊŎǳƭŀǊ !-4 (2003) is that, 

an άŀƴŀƭȅǎƛǎ ǎƘƻǳƭŘ ŦƻŎǳǎ ƻƴ ōŜƴŜŦƛǘǎ ŀƴŘ Ŏƻǎǘǎ ǘƘŀǘ ŀŎŎǊǳŜ ǘƻ ŎƛǘƛȊŜƴǎ ŀƴŘ ǊŜǎƛŘŜƴǘǎ ƻŦ ǘƘŜ ¦ƴƛǘŜŘ 

 
17 It is customary in the benefit-cost analyses of U.S. Federal regulations to include the full compliance costs that 
accrue to entities operating in the U.S., even if those costs are fully or partially borne by owners, employees, or 
consumers that reside outside of the U.S.  
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States.έ18 However, OMB Circular A-4 (2003) states that when a regulation is likely to have international 

ŜŦŦŜŎǘǎΣ άǘƘŜǎŜ ŜŦŦŜŎǘǎ ǎƘƻǳƭŘ ōŜ ǊŜǇƻǊǘŜŘέ; and though the guidance recommends this be done 

ǎŜǇŀǊŀǘŜƭȅΣ ǘƘŜ ƎǳƛŘŀƴŎŜ ŀƭǎƻ ŜȄǇƭŀƛƴǎ ǘƘŀǘ ά[d]ifferent regulations may call for different emphases in the 

analysis, depending on the nature and complexity oŦ ǘƘŜ ǊŜƎǳƭŀǘƻǊȅ ƛǎǎǳŜǎΦέ19 The National Academies 

ŀŘǾƛǎŜŘ ǘƘŀǘ άώƛϐǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ŎƻƴǎƛŘŜǊ ǿƘŀǘ ŎƻƴǎǘƛǘǳǘŜǎ ŀ ŘƻƳŜǎǘƛŎ ƛƳǇŀŎǘ ƛƴ ǘƘŜ ŎŀǎŜ ƻŦ ŀ Ǝƭƻōŀƭ 

Ǉƻƭƭǳǘŀƴǘ ǘƘŀǘ ŎƻǳƭŘ ƘŀǾŜ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ƛƳǇƭƛŎŀǘƛƻƴǎ ǘƘŀǘ ŀŦŦŜŎǘ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎέ όbŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜs 

2017, p. 13). There are many reasons, as summarized in this section ς and as articulated by OMB and in 

IWG assessments (IWG 2010, 2013, 2016a, 2016b, 2021) and the 2015 Response to Comments (IWG 2015) 

ς why the EPA uses the global value of climate change impacts when analyzing policies that affect GHG 

emissions. Courts have upheld the use of global estimates of the SC-GHG, partially in recognition of the 

diverse ways in which U.S. interests, businesses, and residents are impacted by global climate change.20  

 
18 ha.Ωǎ /ƛǊŎǳƭŀǊ !-4 (2003) provides guidance to Federal agencies on the development of regulatory analysis 
conducted pursuant to Executive Order (E.O.) 12866. Circular A-п όнлноύ ƴƻǘŜǎ ǎƛƳƛƭŀǊƭȅ ǘƘŀǘ άLƴ Ƴŀƴȅ ŎƛǊŎǳƳǎǘŀƴŎŜǎΣ 
your primary analysis should focus on the effects of a regulation that are experienced by citizens and residents of 
ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ όǿƘƛŎƘ ǿƛƭƭ ƻŦǘŜƴ ōŜ ǘƘŜ ǇǊƛƳŀǊȅ ŜŦŦŜŎǘǎ ƻŦ ǘƘŜ ǊŜƎǳƭŀǘƛƻƴύέ όha. нлноύΦ 
19 Circular A-4 (2003) ŀƭǎƻ ŜȄǇƭŀƛƴǎ ά¸ƻǳ ǿƛƭƭ ŦƛƴŘ ǘƘŀǘ ȅƻǳ Ŏannot conduct a good regulatory analysis according to a 
formula. Conducting high-ǉǳŀƭƛǘȅ ŀƴŀƭȅǎƛǎ ǊŜǉǳƛǊŜǎ ŎƻƳǇŜǘŜƴǘ ǇǊƻŦŜǎǎƛƻƴŀƭ ƧǳŘƎŜƳŜƴǘΦέ CƻǊ ŜȄŀƳǇƭŜΣ ŀǎ ƴƻǘŜŘ 
above, benefit-cost analyses have historically often included compliance costs that are ultimately borne by owners, 
employees, or customers that reside outside of the U.S. It may therefore also be relevant that Circular A-4 generally 
ǊŜŎƻƳƳŜƴŘǎ ŎƻƴǎƛǎǘŜƴŎȅ ƛƴ ǘƘŜ ŀƴŀƭȅǘƛŎŀƭ ǘǊŜŀǘƳŜƴǘ ƻŦ Ŏƻǎǘǎ ŀƴŘ ōŜƴŜŦƛǘǎΦ όά¢ƘŜ ǎŀƳŜ ǎǘŀƴŘŀǊŘǎ ƻŦ ƛƴŦƻǊƳŀǘƛƻƴ ŀƴŘ 
analysis quality that apply to direct benefits and costs should be applied to ancillary benefits and countervailing 
Ǌƛǎƪǎέ όha. нллоύΦύ Circular A-п όнлноύ ǎǘŀǘŜǎ ǘƘŀǘ άLƴ ŎŜǊǘŀƛƴ ŎƻƴǘŜȄǘǎΣ ƛǘ Ƴŀȅ ōŜ ǇŀǊǘƛŎǳƭŀǊƭȅ ŀǇǇǊƻǇǊƛŀǘŜ ǘƻ ƛƴŎƭǳŘŜ 
effects experienced by noncitizens residing abroad in your primary analysis. Such contexts include, for example, 
when:  

¶ assessing effects on noncitizens residing abroad provides a useful proxy for effects on U.S. citizens and 
residents that are difficult to otherwise estimate;  

¶ assessing effects on noncitizens residing abroad provides a useful proxy for effects on U.S. national interests 
that are not otherwise fully captured by effects experienced by particular U.S. citizens and residents (e.g., 
national security interests, diplomatic interests, etc.);  

¶ regulating an externality on the basis of its global effects supports a cooperative international approach to 
the regulation of the externality by potentially inducing other countries to follow suit or maintain existing 
efforts; or  

¶ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ƻǊ ŘƻƳŜǎǘƛŎ ƭŜƎŀƭ ƻōƭƛƎŀǘƛƻƴǎ ǊŜǉǳƛǊŜ ƻǊ ǎǳǇǇƻǊǘ ŀ Ǝƭƻōŀƭ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ǊŜƎǳƭŀǘƻǊȅ ŜŦŦŜŎǘǎέ 
(OMB 2023). As noted in Circular A-п όнлноύΣ άha. ŘŜǘŜǊƳƛƴŜŘ ƛƴ нлнмΣ ƛƴ ƛǘǎ ǊƻƭŜ ŀǎ ŀ Ŏƻ-chair of the Interagency 
Working Group on the Social Cost of Greenhouse Gases (IWG), that the effects of changes in greenhouse gas 
emissions experienced by U.S. citizens and residents could not be separated from the global effects of changes in 
greenhouse gas emissions in a practical or reasonably accurate manner. At the time, OMB and the IWG noted 
available models could produce only an unreasonably incomplete underestimate of damages accruing to U.S. citizens 
ŀƴŘ ǊŜǎƛŘŜƴǘǎΦ ha. ŀƴŘ ǘƘŜ L²D ǊŜŎƻƳƳŜƴŘŜŘ ǳǎŜ ƻŦ ǘƘŜ L²DΩǎ Ǝƭƻōŀƭ ŜǎǘƛƳŀǘŜǎ ƻŦ ŘŀƳŀƎŜǎ ōŜŎŀǳǎŜτamong 
other reasonsτregulating greenhouse gas emissions on the basis of their global effects supports a cooperative 
international approach to the regulation of greenhouse gas emissions by potentially inducing other countries to 
follow suit or maintain existing efforts, and the global estimates were a useful proxy for effects on U.S. citizens and 
residents that were difficult to estimate and for effects on U.S. national interests that were not otherwise fully 
ŎŀǇǘǳǊŜŘέ όha. нлноύΦ 
20 ½ŜǊƻ ½ƻƴŜΣ LƴŎΦ ǾΦ 5ŜǇΩǘ ƻŦ 9ƴergy, 832 F.3d 654, 678-тф όтǘƘ /ƛǊΦ нлмсύ όǊŜƧŜŎǘƛƴƎ ŀ ǇŜǘƛǘƛƻƴŜǊΩǎ ŎƘŀƭƭŜƴƎŜ ǘƻ 5h9Ωǎ 
use of a global social cost of carbon in setting an efficiency standard under the Energy Policy and Conservation Act, 
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Unlike many environmental problems where the causes and impacts are distributed more locally, GHG 

emissions are a global externality making climate change a true global challenge. GHG emissions 

contribute to damages around the world regardless of where they are emitted. The global nature of GHG 

pollution and its impacts means that U.S. interests are affected by climate change impacts through a 

multitude of pathways, and these need to be considered when evaluating the benefits of GHG mitigation 

to the U.S. population. For example, climate change will directly impact U.S. interests that are located 

abroad (such as U.S. citizens, investments, military bases and other assets, and resources in the global 

ŎƻƳƳƻƴǎ όŜΦƎΦΣ ǘƘǊƻǳƎƘ ŎƘŀƴƎŜǎ ƛƴ ŦƛǎƘŜǊƛŜǎΩ ǇǊƻŘǳŎǘƛǾƛǘȅ ŀƴŘ ƭƻŎŀǘƛƻƴύύΦ !ƴ ŜǎǘƛƳŀǘŜŘ ф Ƴƛƭƭƛƻƴ ¦Φ{Φ 

citizens lived abroad as of 2020 (DOS 2020), and the U.S. direct investment abroad position totaled $6.15 

tri llion at the end of 2020 (BEA 2021). U.S. taxpayers report a substantial amount of income coming from 

foreign sources,21 and nearly 40% of U.S. pension assetsΩ Ŝǉǳƛǘȅ ƘƻƭŘƛƴƎǎ ŀǊŜ ƛƴ ŦƻǊŜƛƎƴ ǎǘƻŎƪǎ (TAI 2022). 

Climate impacts occurring outside of U.S. borders have a direct impact on these U.S. citizens and the 

investment returns on those assets owned by U.S. citizens and residents. In addition, the U.S. has over 

500 military sites abroad across 45 foreign countries (see Figure 1 in DoD 2018). Climate change impacts 

(such as sea level rise) occurring in these locations already affect U.S. military infrastructure and will 

continue to ƭŜŀŘ ǘƻ ƛƴŎǊŜŀǎŜŘ ŜȄǇŜƴŘƛǘǳǊŜǎ ǘƻ Ƴŀƛƴǘŀƛƴ ōŀǎŜǎΩ Ǿƛŀōƛƭƛǘȅ ŀƴŘ ǊŜŀŘƛƴŜǎǎ (USGCRP 2018a). 

Failure to do so can lead to impacts on mission execution and increased security risks. As one example, 

άΧǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ Ƙŀǎ ƛƳǇƻǊǘŀƴǘ ŘŜŦŜƴǎŜ ŀǎǎŜǘǎ ƭƻŎŀǘŜŘ ƛƴΧthe Marshall Islands, and Palau, all of which 

are vulnerable to these [climate] hazards. Additionally, competitors such as China may try to take 

ŀŘǾŀƴǘŀƎŜ ƻŦ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ ƛƳǇŀŎǘǎ ǘƻ Ǝŀƛƴ ƛƴŦƭǳŜƴŎŜέ ό5oD 2021). The timing and severity of climate 

events are already affecting missions in some cases and these risks are expected to increase. For example, 

in the Marshall Islands, ǘƘŜ wƻƴŀƭŘ wŜŀƎŀƴ .ŀƭƭƛǎǘƛŎ aƛǎǎƛƭŜ 5ŜŦŜƴǎŜ ¢Ŝǎǘ {ƛǘŜΣ άŀ ǇƛƭƭŀǊ ƻŦ ¦Φ{Φ {ǘǊŀǘŜƎƛŎ 

/ƻƳƳŀƴŘέ used for detecting foreign missile launches, Ƴŀȅ ōŜ άǳƴƛƴƘŀōƛǘŀōƭŜ ƛƴ ƳŜǊŜ ŘŜŎŀŘŜǎέ 

ŀŎŎƻǊŘƛƴƎ ǘƻ ŀ ǊŜŎŜƴǘ ǎǘǳŘȅ ŎƻƴŘǳŎǘŜŘ ōȅ ǘƘŜ /ŜƴǘŜǊ ŦƻǊ /ƭƛƳŀǘŜ ŀƴŘ {ŜŎǳǊƛǘȅΩǎ aƛƭƛǘŀǊȅ 9ȄǇŜǊǘ tŀƴŜƭ (CCS 

2018). 

The U.S. economy is also inextricably linked to the rest of the world. The U.S. exports over $2 trillion worth 

of goods and services a year and imports around $3 trillion (BEA 2023a). According to recent data, over 

нл҈ ƻŦ !ƳŜǊƛŎŀƴ ŦƛǊƳǎΩ ǇǊƻŦƛǘǎ ŀǊŜ ŜŀǊƴŜŘ ƻƴ ŀŎǘƛǾƛǘƛŜǎ ƻǳǘǎƛŘŜ ǘƘŜ ŎƻǳƴǘǊȅ (BEA 2023c). Climate impacts 

that occur outside U.S. borders will impact the welfare of individuals and the profits of firms that reside 

in the U.S. because of their connection to the global economy. This will occur through the effect of climate 

change on international markets, trade, tourism, and other activities. Supply chain disruptions are a 

prominent pathway through which U.S. business and consumers are, and will continue to be, affected by 

climate change impacts abroad. The impact of international supply chain disruptions can be severe. For 

example, severe flooding in Thailand in 2011 disrupted production of components for global companies 

including computer disk drives and cars (USGCRP 2018a, DoD 2021). As a result, U.S. consumers faced 

higher prices for many electronic goods. The U.S.-based firm Western Digital alone posted $199 million in 

losses and a 51% drop in hard drive shipments, and U.S. vehicle production had to be temporarily halted 

 
holding that DOE had reasonably identified carbon Ǉƻƭƭǳǘƛƻƴ ŀǎ άŀ Ǝƭƻōŀƭ ŜȄǘŜǊƴŀƭƛǘȅέ ŀƴŘ ŎƻƴŎƭǳŘƛƴƎ ǘƘŀǘΣ ōŜŎŀǳǎŜ 
άƴŀǘƛƻƴŀƭ ŜƴŜǊƎȅ ŎƻƴǎŜǊǾŀǘƛƻƴ Ƙŀǎ Ǝƭƻōŀƭ ŜŦŦŜŎǘǎΣ Φ Φ Φ ǘƘƻǎŜ Ǝƭƻōŀƭ ŜŦŦŜŎǘǎ ŀǊŜ ŀƴ ŀǇǇǊƻǇǊƛŀǘŜ ŎƻƴǎƛŘŜǊŀǘƛƻƴ ǿƘŜƴ 
ƭƻƻƪƛƴƎ ŀǘ ŀ ƴŀǘƛƻƴŀƭ ǇƻƭƛŎȅΦέύΦ  
21 For example, in 2016, approximately $216.7 billion, or 2.1% of total worldwide income for all U.S. taxpayers, were 
reported to come from foreign sources (IRS 2016). For 2018, over 9,800 corporations reported almost $768 billion 
of foreign-source taxable income (IRS 2018). 



 

15 
 
 

or reduced considerably by at least two manufacturers (USGCRP 2018a). As climate change increases the 

severity and frequency of extreme weather events, it increases the risk of supply chain disruptions. Recent 

ǊŜǎŜŀǊŎƘ ŦƛƴŘǎ ǘƘŜ άprobability of a hurricane of sufficient intensity to disrupt semiconductor supply chains 

may grow two to four times by 2040έ ŀƴŘ ǘƘŜ άprobability heavy rare earth [metals] production is severely 

disrupted from extreme rainfall may increase 2 to 3 times by 2030έ (Woetzel et al. 2020).  

Additional climate change-induced international spillovers can occur through pathways such as damages 

across transboundary resources, economic and political destabilization, and global migration that can lead 

to adverse impacts on U.S. national security, public health, and humanitarian concerns (DoD 2014, CCS 

2018). Numerous studies have called attention to how stressors leading to these spillovers are already 

occurring and are expected to worsen with increasing climate change. For example, the United Nations 

High Commissioner for Refugees (UNHCR) reports that an average of 21.5 million people were forcibly 

displaced each year by sudden onset weather-related hazards between 2008 and 2016, and thousands 

more from slow-onset hazards linked to climate change impacts (UNHCR 2016). As articulated in a 

landmark 2007 study by retired three- and four-star Generals and Admirals - and echoed in the 

DeparǘƳŜƴǘ ƻŦ 5ŜŦŜƴǎŜΩǎ ό5oD) 2014 Quadrennial Defense Review ς the projected effects of climate 

change act ŀǎ ŀ άǘƘǊŜŀǘ ƳǳƭǘƛǇƭƛŜǊέ ǘƘŀǘ ǿƛƭƭ ŜȄŀŎŜǊōŀǘŜ Ƴŀƴȅ stressors and instabilities that already exist 

in some of the most volatile regions of the world (CNA 2007, DoD 2014). A follow-up study emphasized 

ǘƘŀǘ ōŜȅƻƴŘ ōŜƛƴƎ ŀ ǘƘǊŜŀǘ ƳǳƭǘƛǇƭƛŜǊΣ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ ƛƳǇŀŎǘǎ ǿƛƭƭ ŀƭǎƻ άǎŜǊǾŜ ŀǎ Ŏŀǘŀƭȅǎǘǎ ŦƻǊ ƛƴǎǘŀōƛƭƛǘȅ 

ŀƴŘ ŎƻƴŦƭƛŎǘέ ό/b! нлмпύΦ CƻǊ ŜȄŀƳǇƭŜΣ ƛƴ {ǳō-Saharan Africa regional environmental stressors 

exacerbated by climate change can help to transform resource competition into ethnopolitical conflict 

and enable the involvement of transnational terrorist groups (such as Al Qaeda in the Islamic Maghreb 

(AQIM) in Mali in 2012) (CNA 2014). More recent DoD reports reiterate these concerns, concluding that 

ǘƘŜ ƛƳǇŀŎǘǎ ƻŦ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ άŎƻǳƭŘ ǎǘǊŜǎǎ ŜŎƻƴƻƳƛŎ ŀƴŘ ǎƻŎƛŀƭ ŎƻƴŘƛǘƛƻƴǎ ǘƘŀǘ ŎƻƴǘǊƛōǳǘŜ ǘƻ Ƴŀǎǎ 

migration events or political crises, civil unrest, shifts in the regional balance of power, or even state 

failure,έ with results that affect the national interests of the U.S. (DoD 2021). The key takeaway from the 

National Intelligence CouncilΩǎ (NIC) нлнм bŀǘƛƻƴŀƭ LƴǘŜƭƭƛƎŜƴŎŜ 9ǎǘƛƳŀǘŜ ƛǎ ǘƘŀǘ άŎƭƛƳŀǘŜ ŎƘŀƴƎŜ ǿƛƭƭ 

increasingly exacerbate risks to US national security interests as the physical impacts increase and 

ƎŜƻǇƻƭƛǘƛŎŀƭ ǘŜƴǎƛƻƴǎ Ƴƻǳƴǘ ŀōƻǳǘ Ƙƻǿ ǘƻ ǊŜǎǇƻƴŘ ǘƻ ǘƘŜ ŎƘŀƭƭŜƴƎŜέ όbL/ нлнмύΦ ¢ƘŜ bL/ ŦƛƴŘǎ άǘƘŜ 

increasing physical effects of climate change are likely to exacerbate cross-border geopolitical flashpoints 

aǎ ǎǘŀǘŜǎ ǘŀƪŜ ǎǘŜǇǎ ǘƻ ǎŜŎǳǊŜ ǘƘŜƛǊ ƛƴǘŜǊŜǎǘǎέΣ ŀƴŘ ŀǎ ƛƴǘŜƴǎƛŦȅƛƴƎ ǇƘȅǎƛŎŀƭ ŜŦŦŜŎǘǎ άƻǳǘ ǘƻ нлпл ŀƴŘ ōŜȅƻƴŘ 

will be most acutely felt in developing countries, which we assess are also the least able to adapt to such 

ŎƘŀƴƎŜǎΧώǘϐƘŜǎŜ ǇƘȅǎƛŎŀƭ ŜŦŦŜŎǘǎ ǿƛƭƭ ƛncrease the potential for instability and possibly internal conflict in 

these countries, in some cases creating additional demands on US diplomatic, economic, humanitarian, 

ŀƴŘ ƳƛƭƛǘŀǊȅ ǊŜǎƻǳǊŎŜǎέ όbL/ нлнмύΦ 

As described by the National Academies (2017), to correctly assess the total damages to U.S. citizens and 

residents, one must account for these spillover effects on the U.S. For more discussion and examples of 

international spillover effects, including the ways that climate change spillovers are exacerbating existing 

risks and creating new security, health, and humanitarian challenges for U.S. interests, see for example, 

NIC (2021), DoD (2021), USGCRP (2018a), Freeman and Guzman (2009), Howard and Livermore (2021), 

Schwartz (2021), and IPCC (2022). 

The global models used in SC-GHG estimation do not lend themselves to disaggregation in a way that can 

provide a comprehensive estimate of climate change damages to U.S. citizens and residents that accounts 
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for the myriad of ways that global climate change reduces the net welfare of U.S. populations. At present, 

the only quantitative characterizations of U.S. damages from GHG emissions are based on the share of 

modeled damages that physically occur within U.S. national borders as represented in current IAMs. Such 

estimates provide an underestimate of the climate change damages to the citizens and residents of the 

U.S. because these models do not fully capture the range of climate change impacts and exclude 

important regional interactions and spillovers discussed above. In addition, a 2020 GAO study observed 

ǘƘŀǘ άώŀϐŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΣ ǘƘŜ ƛƴǘŜƎǊŀǘŜŘ ŀǎǎŜǎǎƳŜƴǘ ƳƻŘŜƭǎ ǿŜǊŜ ƴƻǘ ǇǊŜƳƛǎŜŘ ƻǊ 

calibrated to provide estimates of the social cost of carbon based on domestic damages, and more 

research ǿƻǳƭŘ ōŜ ǊŜǉǳƛǊŜŘ ǘƻ ǳǇŘŀǘŜ ǘƘŜ ƳƻŘŜƭǎ ǘƻ Řƻ ǎƻέ όD!h нлнлύΦ Further, the National Academies 

observed that existing models άfocus primarily on global estimates and do not model all relevant 

interactions among regionsΦΧMore thoroughly estimating a domestic SC-CO2 would therefore need to 

consider the potential implications of climate impacts on, and actions by, other countries, which also have 

ƛƳǇŀŎǘǎ ƻƴ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎέ όbŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎ нлмтΣ ǇΦ моύΦ 

In addition to accounting for the ways that climate change impacts occurring outside of U.S. borders affect 

U.S. populations, it is also important to consider how changes in U.S. emissions affect the GHG emissions 

of other countries. This is relevant because the global nature of greenhouse gases means that a ton of 

GHGs emitted in any other country harms those in the U.S. just as much as a ton emitted within the 

territorial U.S. ¢Ƙƛǎ ƛǎ ŀ ŎƭŀǎǎƛŎ ǇǳōƭƛŎ ƎƻƻŘǎ ǇǊƻōƭŜƳ ōŜŎŀǳǎŜ ŜŀŎƘ ŎƻǳƴǘǊȅΩǎ ǊŜŘǳŎǘƛƻƴǎ ōŜƴŜŦƛǘ ŜǾŜǊȅƻƴŜ 

else, and no country can be eȄŎƭǳŘŜŘ ŦǊƻƳ ŜƴƧƻȅƛƴƎ ǘƘŜ ōŜƴŜŦƛǘǎ ƻŦ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎΩ ǊŜŘǳŎǘƛƻƴǎ. As 

discussed by EPA and other members of the IWG in the 2015 response to comments (IWG 2015), in this 

situation, the only way to achieve an efficient allocation of resources for emissions reduction on a global 

basisτand so benefit the U.S. and its citizens and residentsτis for all countries to consider estimates of 

global marginal damages. If each country were to design policies to equate marginal damages with 

marginal abatement costs using only the damages inflicted by that country on their own citizens and 

residents, the world would not achieve the socially optimal level of emissions; each country would be 

relatively worse off from the impact of foreign emissions.22 In addition, international GHG mitigation 

activities taken in response to U.S. policies that reduce emissions will also provide a benefit to U.S. citizens 

and residents. It is, therefore, consistent with best analytical practices to account for the global marginal 

damages of GHG emissions given their role as a global externality. 

Several studies have examined the evidence on international GHG mitigation reciprocity, through both 

policy diffusion and technology diffusion effects. For example, using panel data on national and 

subnational carbon pricing policies in place over 1988 to 2021, Linsenmeier et al. (2023) estimate that the 

adoption of carbon pricing policies in one country increases the probability of carbon pricing adoption in 

other countries. Based on their empirical results, they find that the indirect GHG emissions reductions 

attributable to international reciprocity may exceed domestic emission reductions from the policy. In 

another recent study, Larsen et al. (2023) investigate how U.S. climate policy can lead to reductions in the 

cost of GHG mitigation technologies globally and thus resulting in foreign emissions reductions. Larsen et 

 
22 As Morgenstern et al. (2023) explain: άΧ¦{ ƎǊŜŜƴƘƻǳǎŜ Ǝŀǎ ŜƳƛǎǎƛƻƴǎ ŀŎŎƻǳƴǘ ŦƻǊ ŀōƻǳǘ мн ǇŜǊŎŜƴǘ ƻŦ ǘƘŜ Ǝƭƻōŀƭ 
total. If all countries considered only the domestic effects of their greenhouse gas emissions, about 88 percent of 
climate change impacts on US citizens would be ignored. An analytic focus solely on direct impacts to the United 
{ǘŀǘŜǎ ƻŦ ¦{ ŜƳƛǎǎƛƻƴǎΣ ǿƘŜƴ ƎŜƴŜǊŀƭƛȊŜŘΣ ǘƘŜǊŜŦƻǊŜ ƻƳƛǘǎ Ƴƻǎǘ ƻŦ ǘƘŜ ǘƻǘŀƭ ŎƭƛƳŀǘŜ ƛƳǇŀŎǘǎ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ ŦŀŎŜǎέ 
(Morgenstern et al. 2023, p. 5). 
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al. (2023) refer to this as technology diffusion effects and they are expected to occur independent of 

reciprocal policy adoption in other countries. Focusing on the tax incentives for three key emerging 

climate technologies in the Inflation Reduction Act, they estimate that in the long run the incentives will 

reduce 2.4 to 2.9 tons of GHGs outside the U.S. for every ton reduced within the U.S. In addition, Houser 

et al. (2023) present a new analysis quantifying the extent to which other countries have made GHG 

emission reduction commitments and progressed towards meeting those commitments alongside the 

U.S. under 2015 Paris Agreement.23 The authors highlight how the agreed structure of the process ς for 

ŎƻǳƴǘǊƛŜǎ ǘƻ ŘŜǾŜƭƻǇ ŀƴŘ ŎƻƳƳǳƴƛŎŀǘŜ ǘƘŜƛǊ άƛƴǘŜƴŘŜŘ ƴŀǘƛƻƴŀƭƭȅ ŘŜǘŜǊƳƛƴŜŘ ŎƻƴǘǊƛōǳǘƛƻƴǎέ (INDCs) 

άǿŜƭƭ ƛƴ ŀŘǾŀƴŎŜέ ƻŦ ǘƘŜ tŀǊƛǎ ŎƻƴŦŜǊŜƴŎŜ ό¦bC/// нлмпύ - ǇǊƻǾƛŘŜŘ ǘƛƳŜ ŦƻǊ ŎƻǳƴǘǊƛŜǎ άǘƻ ŀǎǎŜǎǎ ǿƘŜǘƘŜǊ 

ǘƘŜǊŜ ǿŀǎ ǎǳŦŦƛŎƛŜƴǘ ǊŜŎƛǇǊƻŎŀƭ ŀŎǘƛƻƴ ǘƻ ƧǳǎǘƛŦȅ ǘƘŜƛǊ ƻǿƴ ƛƴǘŜƴŘŜŘ ŜƳƛǎǎƛƻƴ ǊŜŘǳŎǘƛƻƴ ǇƭŜŘƎŜέ όIƻǳǎŜǊ Ŝǘ 

al. 2023). One result of this format was that the U.S. and China ended up jointly announcing their INDCs, 

ŀŦǘŜǊ ƴƛƴŜ ƳƻƴǘƘǎ ƻŦ ōƛƭŀǘŜǊŀƭ ƴŜƎƻǘƛŀǘƛƻƴǎ ό[ŀƴŘŜǊ нлмпύΣ ǎǘŀǘƛƴƎ ά¢ƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ ŀƴŘ /Ƙƛƴŀ ƘƻǇŜ ǘƘŀǘ 

by announcing these targets now, they can inject momentum into the global climate negotiations and 

ƛƴǎǇƛǊŜ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎ ǘƻ Ƨƻƛƴ ƛƴ ŎƻƳƛƴƎ ŦƻǊǿŀǊŘ ǿƛǘƘ ŀƳōƛǘƛƻǳǎ ŀŎǘƛƻƴǎ ŀǎ ǎƻƻƴ ŀǎ ǇƻǎǎƛōƭŜέ ό¢ƘŜ ²ƘƛǘŜ 

House, 2014). By the start of the Paris conference, 151 countries had announced INDCs (UNFCCC 2023), 

with emission reduction commitments almost evenly distributed among developed and developing 

countries (Houser et al. 2023). By comparing ŎƻǳƴǘǊƛŜǎΩ submitted emission reduction commitments and 

plans (NDCs) over time to an independent Pre-Paris Agreement emissions projection baseline, Houser et 

al. (2023) calculate a Ǌŀǘƛƻ ƻŦ ǘƘŜ ǊŜǎǘ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ŎƻƳƳƛǘǘŜŘ ǊŜŘǳŎǘƛƻƴǎ ǘƻ ǘƘŜ ¦Φ{ΦΩ committed 

reduction, or ά/ƭƛƳŀǘŜ wŜŎƛǇǊƻŎƛǘȅ wŀǘƛƻέ όCRR). They estimate CRRs ranging from 2.4 to 10.8. The authors 

note that the upper end of the range applies to the middle of the century when the U.S. share of global 

emissions has declined. Relatedly, Schmidt et al. (2022) find that the free-rider hypothesis cannot be 

supported in the context of climate policy. Using data on emission-weighted carbon prices, while 

controlling for a variety of other potential explanatory variables, the authors find that the evidence does 

not support the presence of free riding. 

A wide range of scientific and economic experts have emphasized the issue of international cooperation 

and reciprocity as support for assessing global damages of GHG emissions in domestic policy analysis (e.g., 

Kopp and Mignone 2013, Pizer et al. 2014, Howard and Schwartz 2017, Pindyck 2017, 2021, Revesz et al. 

2017, Carleton and Greenstone 2022, Houser et al. 2023). YƻǘŎƘŜƴ όнлмуύ ŘŜƳƻƴǎǘǊŀǘŜǎ Ƙƻǿ ŀ ŎƻǳƴǘǊȅΩǎ 

decision to internalize global damages in domestic policymaking can be individually rational (i.e., in the 

ŎƻǳƴǘǊȅΩǎ ƻǿƴ ǎŜƭŦ-interest) because of the reciprocally induced emissions reductions occurring in other 

countries.24 Carleton and Greenstone (2022) discuss examples of how accounting for global damages in 

past U.S. regulatory analyses may have contributed to additional international action.  

 
23 Houser et al. (2023) is an update and expansion of an assessment of cumulative emissions reduction pledges under 
the Paris Agreement by Houser and Larsen 2021.   
24 YƻǘŎƘŜƴ όнлмуύ ƴƻǘ ƻƴƭȅ ŘŜǘŀƛƭǎ ǘƘŜ άŜŦŦƛŎƛŜƴŎȅ ŀǊƎǳƳŜƴǘ ƛƴ ǎǳǇǇƻǊǘ ƻŦ ŀƭƭ ŎƻǳƴǘǊƛŜǎ ƛƴǘŜǊƴŀƭƛȊƛƴƎ ǘƘŜ D{// ώƎƭƻōŀƭ 
social cost of ŎŀǊōƻƴϐ ŦƻǊ ŘƻƳŜǎǘƛŎ ǇƻƭƛŎȅΣέ ōǳǘ YƻǘŎƘŜƴ όнлмуύ ŀƭǎƻ ƛƴǘǊƻŘǳŎŜǎ ǘƘŜ ŎƻƴŎŜǇǘ ƻŦ ŎƻǳƴǘǊƛŜǎ ƘŀǾƛƴƎ ŀ 
άǇǊŜŦŜǊǊŜŘέ ǎƻŎƛŀƭ Ŏƻǎǘ ƻŦ ŎŀǊōƻƴ όt{//ύ ŦƻǊ ǎŜǘǘƛƴƎ Ǝƭƻōŀƭ ŎƭƛƳŀǘŜ ǇƻƭƛŎȅ ŀƴŘ ǎƘƻǿǎ ǘƘŀǘ ŀƭƭ ŎƻǳƴǘǊƛŜǎΩ t{// ŜȄŎŜŜŘǎ 
the marginal damages to its own populaǘƛƻƴǎΦ ¢ƘŜ t{// ƛǎ ǎƘŀǇŜŘ ōȅ ŀ ŎƻǳƴǘǊȅΩǎ ŜȄǇŜŎǘŜŘ ōŜƴŜŦƛǘǎ ŦǊƻƳ ƻǘƘŜǊ 
ŎƻǳƴǘǊƛŜǎΩ ŜƳƛǎǎƛƻƴ ǊŜŘǳŎǘƛƻƴǎΦ YƻǘŎƘŜƴΩǎ ǎǘǳŘȅ ǎƘƻǿǎ ǘƘŀǘ ƛƴ ǎƻƳŜ ŎƻǳƴǘǊƛŜǎ ǘƘŜ t{// Ŏŀƴ ŜǾŜƴ ŜȄŎŜŜŘ ǘƘŜ ǾŀƭǳŜ 
of global marginal damages (e.g., in small island nations for whom the benefits of stringent worldwide abatement 
based on a high PSCC would exceed the increase in its own abatement costs due to a high PSCC). Kotchen offers 
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Assessing global marginal damages of GHG emissions in U.S. analyses of regulatory and other actions 

allows the U.S. to continue to actively encourage other nations, including emerging economies, to also 

assess global climate damages of their policies and to take steps to reduce emissions. Many countries and 

ƛƴǘŜǊƴŀǘƛƻƴŀƭ ƛƴǎǘƛǘǳǘƛƻƴǎ ƘŀǾŜ ŜƛǘƘŜǊ ŀƭǊŜŀŘȅ ŜȄǇƭƛŎƛǘƭȅ ŀŘŀǇǘŜŘ ǘƘŜ L²DΩǎ ŜǎǘƛƳŀǘŜǎ ƻŦ Ǝƭƻōŀƭ ŘŀƳŀƎŜǎ ƛƴ 

their domestic analyses (e.g., Canada25, Israel26), developed their own estimates of global damages (e.g., 

Germany27), or have taken note of the IWG estimates in their assessments of climate policies (e.g., Japan,28 

Trinidad and Tobago,29 Australia30, LƴŘƛŀΩǎ bŀǘƛƻƴŀƭ DǊŜŜƴ ¢Ǌƛōǳƴŀƭ31, Italy32, New Zealand33, and the 

International Monetary Fund34). In 2016, Mexico announced its ƛƴǘŜƴǘƛƻƴ ǘƻ άalign approaches [with the 

U.S. and Canada] to account for the social cost of carbon and other greenhouse gas emissions when 

assessing the benefits of emissions-reducing policy measuresέ35, and references to global estimates of 

climate damages can be found in Mexican regulatory analyses in 2017.36 However, the bilateral technical 

discussions to help implement the announced plan did not occur over 2017-2021 during the time U.S. 

federal regulatory analyses stopped focusing on SC-GHG estimates that reflect global damages.  

Recently, there has been renewed interest by other countries to update their estimates since the draft 

release of the updated estimates presented in this report.  In January 2023, at the North American Leaders 

Summit, the United States, Canada, and Mexico reaffirmed their commitment ǘƻ άŎƻƳŜ ǘƻƎŜǘƘŜǊ ǘƻ ŀƭƛƎƴ 

ŀǇǇǊƻŀŎƘŜǎ ƻƴ ŜǎǘƛƳŀǘƛƴƎ ǘƘŜ ǎƻŎƛŀƭ Ŏƻǎǘ ƻŦ ƎǊŜŜƴƘƻǳǎŜ Ǝŀǎ ŜƳƛǎǎƛƻƴǎέ (CEC 2023). Since then, Mexico 

has re-engaged in discussions regarding SC-GHG estimation. In April 2023, the government of Canada 

announced the publication of an interim update to their SC-GHG guidance, recommending SC-GHG 

ŜǎǘƛƳŀǘŜǎ ƛŘŜƴǘƛŎŀƭ ǘƻ ǘƘŜ 9t!Ωǎ ǳǇŘŀǘŜŘ ŜǎǘƛƳŀǘŜǎ ǇǊŜǎŜƴǘŜŘ ƛƴ ǘƘƛǎ ǊŜǇƻǊǘ (ECCC 2023). The Canadian 

 
illustrative estimates of the PSCC for several countries and regions based on research using a regionalized version of 
the DICE model (Nordhaus 2015). In this analysis Kotchen finds the U.S. PSCC to be nearly 75% of the value of global 
ƳŀǊƎƛƴŀƭ ŘŀƳŀƎŜǎΦ !ƴŘ ŀǎ YƻǘŎƘŜƴ Ƙŀǎ ŦǳǊǘƘŜǊ ŎƭŀǊƛŦƛŜŘΣ άŘŜǇŜƴŘƛƴƎ ƻƴ ǘƘŜ ¦Φ{Φ ƎƻǾŜǊƴƳŜƴǘΩǎ ŘƛǇƭƻƳŀǘƛŎ ǎǘǊŀǘŜƎƛŜǎΣ 
its expectations of international reciprocity, and the international distribution of costs, it can be rational for the 
United States to adopt the full global SCC values for use in policy-ƳŀƪƛƴƎέ όYƻǘŎƘŜƴ нлнмΣ comment number OMB-
2021-0006-0018, available at: https://www.regulations.gov/comment/OMB-2021-0006-0018). Such arguments for 
accounting for the global value of climate change impacts in analysis of policies affecting U.S. GHG emissions, based 
on the U.S. derived benefits from reciprocally induced emission reductions elsewhere, are distinct from and 
additional to arguments above based on spillover effects and U.S. interests beyond our geographic borders.   
25 See ECCC (2016). 
26 See Israel Ministry of Environmental Protection (2020)  
27 {ŜŜ D!h όнлнлύ ŦƻǊ ŀ ŘƛǎŎǳǎǎƛƻƴ ƻŦ DŜǊƳŀƴȅΩǎ {/-GHG values; see also UBA (2020, 2021).  
28 WŀǇŀƴΩǎ aƛƴƛǎǘǊȅ ƻŦ LƴǘŜǊƴŀƭ !ŦŦŀƛǊǎ ŀƴŘ /ƻƳƳǳƴƛŎŀǘƛƻƴǎ ŜȄǇƭŀƛƴǎ ƛƴ ƛǘǎ ǊŜŦŜǊŜƴŎŜ Ƴŀƴǳŀƭ ŦƻǊ ǊŜƎǳƭŀǘƻǊȅ ǇƻƭƛŎȅ 
evaluations that Japan has no official value for the social cost of carbon but cites the IWG values as a reference. 
See MIC (2017, 2021).  
29 Trinidad and Tobago used the IWG values in their 2021 Third National Communication to the United Nations 
Framework Convention on Climate Change (Ministry of Planning and Development 2021). 
30 See, for example, ACT (2019) and Hutley (2021). 
31 See Patel et al. (2020).  
32 A research institute established by the Italian government uses the IWG estimates. See ISPRA (2016a, 2016b).  
33 See Ministry of Transport (2018). 
34 See Clements et al. (2013). 
35 See White House (2016) for a joint statement from Canada, the U.S., and Mexico.   
36 See Secretaria del Medio Ambiete y Recursos Naturals (2016).  

https://www.regulations.gov/comment/OMB-2021-0006-0018
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interim guidance will be used across all federal departments and agencies, with the values expected to be 

finalized by the end of the year.   

EPA and other members of the IWG found previously and restated in their February 2021 TSD that because 

of the distinctive global nature of climate change that analysis of Federal regulations and other actions 

should center on a global measure of SC-GHG (IWG 2021). This is the same approach that was 

recommended by OMB and other members of the IWG and used by EPA and other agencies in regulatory 

analyses from 2009 to 2016. It is also consistent with guidance in OMB Circular A-4 (2003) ǘƘŀǘ άώŘϐƛŦŦŜǊŜƴǘ 

regulations may call for different emphases in the analysis, depending on the nature and complexity of 

ǘƘŜ ǊŜƎǳƭŀǘƻǊȅ ƛǎǎǳŜǎΣέ37 and Natƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ ƎǳƛŘŀƴŎŜ ǘƘŀǘ άƛǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ŎƻƴǎƛŘŜǊ ǿƘŀǘ 

constitutes a domestic impact in the case of a global pollutant that could have international implications 

ǘƘŀǘ ƛƳǇŀŎǘ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎΦέ In the case of this global pollutant, for all the reasons articulated in this 

section, the assessment of global net damages of GHG emissions allows analysts to fully disclose and 

contextualize the net climate benefits of domestic policies that reduce GHG emissions. The extent that 

analysis relying on these SC-GHG estimates is considered in setting the stringency of future regulatory 

actions and other policy decisions would be guided by the statutes under which those decisions are 

promulgated.38,39 The EPA will continue to review developments in the literature, including more robust 

methodologies for estimating the magnitude of the various direct and indirect damages to U.S. 

populations from climate impacts occurring abroad and reciprocal international mitigation activities.  

2 Methodological Updates 

The SC-GHG is commonly estimated with the use of integrated assessment models (IAM). In the broadest 

ǎŜƴǎŜ L!aǎ ŀǊŜ άŀǇǇǊƻŀŎƘŜǎ ǘƘŀǘ ƛƴǘŜƎǊŀǘŜ ƪƴƻǿƭŜŘƎŜ ŦǊƻƳ ǘǿƻ ƻǊ ƳƻǊŜ ŘƻƳŀƛƴǎ ƛƴǘƻ ŀ ǎƛƴƎƭŜ 

ŦǊŀƳŜǿƻǊƪέ όbƻǊŘƘŀǳǎ 2018aύΦ ¢ƘŜ ƭƛǘŜǊŀǘǳǊŜ ƻƴ άL!aǎέ ƛǎ Ǿŀǎǘ ŀƴŘ spans many scientific disciplines, e.g., 

Earth sciences, biological sciences, environmental engineering, economics, and sociology. IAMs have been 

used to study environmental problems and their connection to economic systems for nearly 40 years (e.g., 

Freeman 1979, 1982; Mendelsohn 1980; Nordhaus 1993a, 1993b). The National Academies defined IAMs 

ǳǎŜŘ ǘƻ ǎǘǳŘȅ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ ŀǎ άŎƻƳǇǳǘŀǘƛƻƴŀƭ ƳƻŘŜƭǎ ƻŦ Ǝƭƻōŀƭ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ ǘƘŀǘ ƛƴŎƭǳŘŜ 

representation of the global economy and greenhouse gas emissions, the response of the climate system 

 
37 The same guidance is in OMB Circular A-4 (2023). 
38 For example, as the Supreme Court stated in aƻǘƻǊ ±ŜƘƛŎƭŜ aŀƴǳŦŀŎǘǳǊŜǊǎ !ǎǎΩƴΦ ǾΦ {ǘŀǘŜ CŀǊƳ aǳǘǳŀƭ !ǳǘƻΦ LƴǎΦ 
Co., 463 U.S. 29, 41-по όмфуоύΥ άbƻǊƳŀƭƭȅΣ ŀƴ ŀƎŜƴŎȅ ǊǳƭŜ ǿƻǳƭŘ ōŜ ŀǊōƛǘǊŀǊȅ ŀƴŘ ŎŀǇǊƛŎƛƻǳǎ ƛŦ ǘƘŜ ŀƎŜƴŎȅ Ƙŀǎ ǊŜƭƛŜŘ 
on factors which Congress has not intended it to consider, entirely failed to consider an important aspect of the 
problem, offered an explanation for its decision that runs counter to the evidence before the agency, or is so 
ƛƳǇƭŀǳǎƛōƭŜ ǘƘŀǘ ƛǘ ŎƻǳƭŘ ƴƻǘ ōŜ ŀǎŎǊƛōŜŘ ǘƻ ŀ ŘƛŦŦŜǊŜƴŎŜ ƛƴ ǾƛŜǿ ƻŦ ǘƘŜ ǇǊƻŘǳŎǘ ƻŦ ŀƎŜƴŎȅ ŜȄǇŜǊǘƛǎŜΦέ ¢Ƙƛǎ ǊŜǉǳƛǊŜǎ 
ŀƎŜƴŎƛŜǎ ǘƻ άŜȄŀƳƛƴŜ ǘƘŜ ǊŜƭŜǾŀƴǘ Řŀǘŀ ŀƴŘ ŀǊǘƛŎǳƭŀǘŜ Φ Φ . a rational connection between the facts found and the 
ŎƘƻƛŎŜ ƳŀŘŜΦέ 
39 Public comments received on the February 2021 TSD argue that key U.S. statutes explicitly require or allow 
consideration of global climate damages in decision making. See, e.g., the discussion within comments submitted by 
the Institute for Policy Integrity and the attachments and literature cited therein (Institute for Policy Integrity 2021). 
The comments ŘƛǎŎǳǎǎΣ ŦƻǊ ŜȄŀƳǇƭŜΣ Ƙƻǿ ǘƘŜ bŀǘƛƻƴŀƭ 9ƴǾƛǊƻƴƳŜƴǘŀƭ tƻƭƛŎȅ !Ŏǘ ǊŜǉǳƛǊŜǎ ǘƘŀǘ άǇǳōlic laws of the 
United States shall be interpreted and administered in accordance with the policies set forth in this chapter, and all 
ŀƎŜƴŎƛŜǎ ƻŦ ǘƘŜ CŜŘŜǊŀƭ DƻǾŜǊƴƳŜƴǘ ǎƘŀƭƭΧǊŜŎƻƎƴƛȊŜ ǘƘŜ ǿƻǊƭŘǿƛŘŜ ŀƴŘ ƭƻƴƎ-range character of environmental 
ǇǊƻōƭŜƳǎέΦ 
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ǘƻ ƘǳƳŀƴ ƛƴǘŜǊǾŜƴǘƛƻƴΣ ŀƴŘ ƛƳǇŀŎǘǎ ƻŦ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ ƻƴ ǘƘŜ ƘǳƳŀƴ ǎȅǎǘŜƳέ όbŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎ нлмтύΦ 

These IAMs vary significantly in structure, geographic resolution, the degree to which they capture 

feedbacks within and between natural and economic systems and include valuation, and application. 

Those that are used to estimate the SC-GHG are reduced-form in nature and combine climate processes, 

economic growth, and feedback between the climate and the global economy into a single modeling 

framework, providing a holistic view of the system, and include a valuation of climate change damages. 

Other climate change IAMs, often called detailed-structure IAMs, include structural representations of 

the global economy with a high level of regional and sectoral detail, and were originally developed for 

analyzing the impact of policy and technology on greenhouse gas emissions (e.g., Edmonds and Reilly, 

1983). These types of IAMs are increasingly being used to examine different climate change impact sectors 

and interactions between sectors and regions but do not yet comprehensively link physical impacts to 

monetized economic damages as needed for SC-GHG estimation (National Academies 2017).  

As illustrated in Figure 2.1, and as mentioned above, the steps necessary to estimate the SC-GHG with a 

climate change IAM can generally be grouped into four modules: socioeconomics and emissions, climate, 

damages, and discounting. The emissions trajectories from the socioeconomic module are used to project 

future temperatures in the climate module. The damage module then translates the temperature and 

other climate endpoints (along with the projections of socioeconomic variables) into physical impacts and 

associated monetized economic damages, where the damages are calculated as the amount of money the 

individuals experiencing the climate change impacts would be willing to pay to avoid them. To calculate 

the marginal effect of emissions, i.e., the SC-GHG in year ὸ, the entire model is run twice ς first as a 

baseline and second with an additional pulse of emissions in year ὸ. After recalculating the temperature 

effects and damages expected in all years beyond ὸ resulting from the adjusted path of emissions, the 

losses are discounted to a present value in the discounting module. Much of the uncertainty in the models 

can be incorporated using Monte Carlo techniques by taking draws from probability distributions that 

reflect the uncertainty in parameters. 

The SC-GHG estimates used by the EPA and many other federal agencies since 2009 have relied on an 

ensemble of three widely used IAMs: Dynamic Integrated Climate and Economy (DICE) (Nordhaus 2010); 

Climate Framework for Uncertainty, Negotiation, and Distribution (FUND) (Anthoff and Tol 2013a, 2013b); 

and Policy Analysis of the Greenhouse Gas Effect (PAGE) (Hope 2013). In 2010, the IWG harmonized key 

inputs across the IAMs, but all other model features were left unchanged, relying on the model 

ŘŜǾŜƭƻǇŜǊǎΩ ōŜǎǘ ŜǎǘƛƳŀǘŜǎ ŀƴŘ ƧǳŘƎƳŜƴǘǎΦ ¢Ƙŀǘ ƛǎΣ ǘƘŜ ǊŜǇǊŜǎŜƴǘŀǘƛƻƴ ƻŦ ŎƭƛƳŀǘŜ ŘȅƴŀƳƛŎǎ ŀƴŘ ŘŀƳŀƎŜ 

functions included in the default version of each IAM as used in the published literature was retained. 

The SC-GHG estimates in this report no longer rely on the three IAMs (i.e., DICE, FUND, and PAGE) used 

in previous SC-GHG estimates. Instead, this report uses a modular approach to estimating the SC-GHG, 

ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ ƴŜŀǊ-term recommendations. That is, the methodology 

underlying each component, or module, of the SC-GHG estimation process draws on expertise from the 

scientific disciplines relevant to that component. Under this approach, each step in the SC-GHG estimation 

improves consistency with the current state of scientific knowledge, enhances transparency, and allows 

for more explicit representation of uncertainty. This section discusses the methodological updates in each 

ƻŦ ǘƘŜ ŦƻǳǊ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ ǊŜŎƻƳƳŜƴŘŜŘ ƳƻŘǳƭŜǎ ƛƴ ŀŘŘƛǘƛƻƴ ǘƻ other updates in the modeling 

framework, such as the explicit incorporation of risk aversion. The discussion is intended to provide an 



 

21 
 
 

overview of the methods used in each module. Additional details of each underlying study are available 

in the sources cited throughout the report.   

Figure 2.1: The Four Components of SC-GHG Estimation 

                                               

Source: Adapted from National Academies of Sciences, Engineering, and Medicine (2017) 

2.1 Socioeconomic and Emissions Module 

The first step in the SC-GHG estimation process is the development of projections of socioeconomic 

variables and GHG emissions at the spatial and temporal resolution required by the climate and damage 

modules. Socioeconomic trajectories are closely tied to climate damages because, holding all else equal, 
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increases in population and income40 will increase GHG emissions and lead to a greater willingness to pay 

to avoid climate change impacts. Within the SC-GHG estimation process, projections of GHG emissions 

serve as inputs to the climate module, and projections of GDP and population serve as inputs to the 

damage function and discounting modules. Disaggregation of these inputs is required when greater spatial 

and/or temporal resolution is required for the damage module. Finally, because GHG emissions and their 

effects are long lived, it is necessary to project these variables far into the future and address the many 

complex uncertainties associated with such projections. 

SC-GHG estimates used in the EPAΩǎ analyses to date have relied on the socioeconomic and emissions 

projections selected by the IWG in 2010.  The IWG elected to use socioeconomic and emissions projections 

based on deterministic scenarios that, at the time, were recently updated, grounded in multiple well-

recognized models, used in climate policy simulations, and spanned a plausible range of outcomes for 

these variables. The socioeconomic and emission projections included five deterministic reference 

scenarios based on the Stanford Energy Modeling Forum EMF-22 modeling exercise (Clarke et al. 2009; 

Fawcett, et al. 2009). Four of these scenarios represented business-as-usual (BAU) trajectories, while the 

fifth scenario assumed that substantive actions would be adopted to reduce future emissions. The SC-

GHG estimates gave equal weight to each scenario. The IWG also elected to use a time horizon extending 

to 2300 to try to capture the vast majority of discounted climate damages. Running the IAMs through 

2300 required extrapolations of the projections after 2100, the last year available for projections from the 

EMF-22 models.41   

  

The National Academies 2017 final report included several recommendations for how to approach 

updating the socioeconomic module to reflect newer information. The National Academies (2017) 

recommended that socioeconomic scenarios used to estimate the SC-GHG should: άextend far enough in 

the future to provide inputs for estimation of the vast majority of discounted climate damagesέΤ άǘŀƪŜ 

account of the likelihood of future emissions mitigation policies and technological developmentsέ; 

άǇǊƻǾƛŘŜ ǘƘŜ sectoral and regional detail in population and GDP necessary for damage calculationsέ; and, 

άto the extent possibleΧincorporate feedbacks from the climate and damages modules that have a 

ǎƛƎƴƛŦƛŎŀƴǘ ƛƳǇŀŎǘ ƻƴ ǇƻǇǳƭŀǘƛƻƴΣ D5tΣ ƻǊ ŜƳƛǎǎƛƻƴǎέ όbŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΣ нлмтΣ ǇΦ мрύΦ ¢ƘŜ bŀǘƛƻƴŀƭ 

Academies acknowledged that it would not be possible to meet all these criteria in the near term. 

However, the report suggested initial steps for how to achieve these goals and overcome several 

limitations in the methodology used to date. Specifically, they recommend: 

 
40 This report uses gross income and gross production interchangeably. Gross national income (GNI) is gross domestic 
production (GDP) plus net receipts abroad. For most countries GNI and GDP are similar.            
41 These inputs were extrapolated from 2100 to 2300 as follows: (1) population growth rate declines linearly, 

reaching zero in the year 2200; (2) GDP/ per capita growth rate declines linearly, reaching zero in the year 2300; (3) 

the decline in the fossil and industrial carbon intensity (CO2/GDP) growth rate over 2090-2100 is maintained from 

2100 through 2300; (4) net land use CO2 emissions decline linearly, reaching zero in the year 2200; and (5) non-CO2 

radiative forcing remains constant after 2100. See IWG (2010) for more discussion of each of these assumptions. In 

2016, the IWG added more specificity to the assumptions regarding post-2100 baseline CH4 and N2O emissions in 

order to calculate SC-CH4 and SC-N2O. See IWG (2016b) for more details. 
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(1) working with demographers to extend existing probabilistic population projections beyond 2100, 

validated and adjusted by expert judgment; 

(2) generating probabilistic projections of annual growth rates of per-capita GDP with an appropriate 

statistical technique, informed by expert judgment; 

(3) using a set of emissions projections generated by an expert elicitation, conditioned by the set of 

scenarios of future population and income; and  

(4) developing projections of sectoral and regional GDP and regional population using scenario 

libraries, published projections, detailed-structure economic models, or other sources.  

Resources for the Future Socioeconomic and Emissions Projections (RFF-SPs). Based on a review of 

available sources of long-run projections for the socioeconomic variables and GHG emissions necessary 

for damage calculations, the socioeconomic and emissions projections recently developed under the 

Resources for the Future Social Cost of Carbon Initiative (Rennert et al. 2022a) stand out as being most 

consistent with the National AcademiesΩ recommendations. These projections (hereafter collectively 

referred to as the RFF-SPs) are an internally consistent set of probabilistic projections of population, GDP, 

and GHG emissions (CO2, CH4, and N2O) to 2300. Consistent with the National AcademiesΩ 

recommendation, the RFF-SPs were developed using a mix of statistical and expert elicitation techniques 

to capture uncertainty in a single probabilistic approach, taking into account the likelihood of future 

emissions mitigation policies and technological developments, and provide the level of disaggregation 

necessary for damage calculations. Unlike other sources of projections, they provide inputs for estimation 

out to 2300 without further extrapolation assumptions. This is a suitable time horizon consistent with the 

bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ recommendation and OMB Circular A-4 guidance42, since in the modeling conducted 

for this report 2300 is far enough in the future to capture the majority of discounted climate damages 

(see discussion in Section 3). Including damages beyond 2300 would increase the estimates of the SC-

GHG. As discussed in Section 2.5, the use of the RFF-SPs allows for capturing economic growth uncertainty 

within a calibrated utility approach to discounting. The RFF-SPs were developed as follows. 

The country-level population projections are based on Raftery and ~ŜǾőƛƪƻǾłΩǎ (2023) extension to the 

Bayesian methodology that the United Nations (UN) has used since 2015 for population forecasting (UN 

2015). The UN population forecasts are rooted in a standard cohort-component method of population 

projection (CCMPP). The projections rely on the demographic balancing equation. Net changes in a 

ŎƻǳƴǘǊȅΩǎ population are equal to births minus deaths plus net migration. Births are forecasted using age-

specific fertility rates and a fertility transition. Deaths are forecasted using age-specific death rates based 

on life expectancy forecasts. Net migration is forecasted using short-term projections (i.e., first few five-

year periods) and then are assumed to be constant. Generally, components in a CCMPP are deterministic, 

but the Bayesian method used by the UN for population forecasting treat the fertility rate and life 

expectancy as uncertain. Net migration rates follow short-term deterministic forecasts and then are held 

constant beyond the first few five-year periods.  

 
42 Regarding the analytic time horizon for regulatory benefit-cost analysis, OMB Circular A-4 (2003) ŀŘǾƛǎŜǎ άThe 
ending point should be far enough in the future to encompass all the significant benefits and costs likely to result 
from the ruleέ όha. нллоύΦ OMB Circular A-п όнлноύ ǎƛƳƛƭŀǊƭȅ ŀŘǾƛǎŜǎ ά¢ƘŜ ŜƴŘƛƴƎ Ǉƻƛƴǘ ŦƻǊ ȅƻǳǊ ŀƴŀƭȅǎƛǎ ǎƘƻǳƭŘ ōŜ 
far enough in the future to encompass, to the extent feasible, all the important benefits and costs likely to result 
ŦǊƻƳ ŀƭƭ ǊŜƎǳƭŀǘƻǊȅ ŀƭǘŜǊƴŀǘƛǾŜǎ ōŜƛƴƎ ŀǎǎŜǎǎŜŘέ όha. нлноύΦ 
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wŀŦǘŜǊȅ ŀƴŘ ~ŜǾőƛƪƻǾł (2023) combine the United Nations statistical approach with expert review and 

elicitation to extend the projections to 2300. The projections were extended using the same standard UN 

approach by setting the end year to 2300 instead of 2100. Given the very long-term nature of these 

forecasts, the results of the statistical model extension were evaluated by an RFF-sponsored panel of 10 

leading demographers. The review panel generally supported the approach taken, with a few 

recommendations for revision (Rennert et al. 2022aΣ wŀŦǘŜǊȅ ŀƴŘ ~ŜǾőƛƪƻǾł нлно). First, the reviewers 

found the 95% confidence interval for the global fertility rate in 2300 (1.66-2.23) too narrow because the 

lower bound was too high. Further elicitation resulted in a recommended lower bound of 1.20. In 

responseΣ wŀŦǘŜǊȅ ŀƴŘ ~ŜǾőƛƪƻǾł (2023) adjusted the total fertility rate by adding a variance component 

(i.e. a random walk) to broaden uncertainty from 2100 to 2250 to better represent the range of fertility 

rates from the historic record. This random walk component was chosen so that the 95% confidence 

interval for the world average total fertility rate from 2250 onwards was 1.20-2.23. Second, the panel 

recommended replacing the UN approach of deterministic migration with stochastic migration. In 

responseΣ wŀŦǘŜǊȅ ŀƴŘ ~ŜǾőƛƪƻǾł όнлноύ treated net international migration rates as uncertain, forecasted 

using an age-adjusted net migration rate, and rebalanced so that global net migration is zero in each time 

period (Azose, Sevcikova, and Raftery 2016). Third, upper limits on population were adjusted so that upper 

limits on population density depended on geographic area. This was done in response to ŜȄǇŜǊǘΩǎ concerns 

that populations were too large for some countries. These three adjustments mostly affected population 

projections beyond 2100. Population projections out to 2100 agree closely ǿƛǘƘ ǘƘŜ ¦bΩǎ ǇǊƻƧŜŎǘƛƻƴǎ (see 

Figure мл ƛƴ wŀŦǘŜǊȅ ŀƴŘ ~ŜǾőƛƪƻǾł 2023). The small differences are due to the minor methodical 

differences in net migration described above and country-level mortality due to HIV/AIDS epidemics.  

The economic growth projections extend research by Müller et al. (2022), who refined a foundational 

statistical methodology for generating internally consistent long-term probabilistic growth projections at 

the country level. Specifically, Müller et al. were the first to extend the approach provided in Müller and 

Watson (2016) for estimating global economic growth. In the raw data Muller et al. (2022) observed a 

common growth factor for all OECD countries, economic growth that tends to be correlated over time for 

groups of countries, wide dispersion in the levels of economic production, and that the relative position 

of countries exhibits persistence. To incorporate these observations Muller et al. (2022) include distinct 

sources of uncertain economic growth through a clustered hierarchical structure. The four distinct sources 

are: (1) a common global growth factor (2) a group-of-countries-specific factor (3) a group-of-groups-

specific factor (4) and a growth factor unique to each country. Countries are assigned to a group and 

group-of-group by the model and it is estimated probabilistically. The groups and groups-of-groups 

estimated by the model generally align with familiar country groupings (e.g., Australia, Canada, New 

Zealand, the United States, and the United Kingdom fell into one group). The factors are parametrized to 

account for the speed of convergence, convergence groups (i.e., clubs) and persistence. These parameters 

are treated as uncertain, and distributions are estimated using a Bayesian model and historical data for 

113 countries over 118 years.  The model is then used to estimate 2,000 economic projections for each of 

the 113 countries from 2018 to 2300.   

These probabilistic economic growth projections are combined with the results of a formal expert 

elicitation of 10 leading macroeconomics and growth economists, conducted individually. As part of the 

elicitation, the experts first quantified their uncertainty for a set of calibration questions, the results of 

which were used to performance-weight the experts in the final combination. Experts demonstrated a 
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high level of statistical accuracy on the calibration questions. The elicitation focused on quantifying 

uncertainty for a representative frontier of economic growth in OECD countries for four years (2050, 2100, 

2200, 2300). In general, the experts tended to agree with each other that median economic growth would 

slow between 2050 and 2300. Where experts tended to disagree was on the amount of uncertainty in 

future projections. However, 9 out of 10 of the experts estimated an uncertainty range that was narrower 

than the Muller et al. (2022) projections.   

The performance-weighted combined results from the experts were then used to inform econometric 

projections based on the Müller et al. (2022) model of an evolving frontier (also based on the OECD), in 

turn providing country-level, long-run probabilistic projections. The first step in this procedure was to trim 

the Muller et al. (2022) projections based on the historical data and the results of the survey of experts. 

This was done in consultation with one of the authors (James Stock) of Müller et al. (2022). The remaining 

projections were then reweighted to fit the target quantiles from the performance-weighted combination 

of the experts. The expert judgement was given increasing weight over-time in the final RFF-SP 

projections. This aligns with the National Academies (2017) recommendations for combining statistical 

estimates with expert elicitation.  Before 2030 the RFF-SP economic growth projections match the 

trimmed Müller et al. (2022) projections. The weight given to the expert judgement was increased linearly 

from 0% in 2030 to 100% in 2200. In 2200 and 2300, the reweighted Müller et al. (2022) projections match 

the quantiles of the performance-weighted expert judgement.    

Global GHG emissions are projected using expert elicitation techniques (Rennert et al. 2022a).43 A 

separate panel of 10 experts44 having expertise in, and having undertaken, long-term projections of the 

energy-economic system under a substantial range of climate change mitigation scenarios were asked to 

provide future emissions projections. Like the economic growth survey these experts were asked a set of 

questions, with known answers, for calibration and performance weighting. Experts performed well on 

the calibration questions. Experts were then asked to provide uncertainty quantiles (minimum, 5th, 50th, 

95thΣ ƳŀȄƛƳǳƳΣ ŀǎ ǿŜƭƭ ŀǎ ŀŘŘƛǘƛƻƴŀƭ ǇŜǊŎŜƴǘƛƭŜǎ ŀǘ ǘƘŜ ŜȄǇŜǊǘΩǎ ŘƛǎŎǊŜǘƛƻƴύ for four emissions variables 

(i.e. fossil fuel and process-related CO2 emissions, changes in natural CO2 stocks and negative emissions 

technologies, CH4, N2O) in five benchmark years (2050, 2100, 2150, 2200, and 2300) and to indicate the 

sensitivity of the CO2 emissions responses to five economic growth (i.e., GDP per capita) trajectories. 

Responses were requested under a case labeled άEvolving Policyέ that incorporates views about changes 

in technology, fuel use, and other conditions, including the expected evolution of future policy.45  

To better understand what factors experts were considering when providing their answers, experts were 

asked to describe their rationale (Rennert et al. 2022a). Experts had different rationales for fossil fuel and 

process-related CO2 emissions estimates in low economic growth scenarios. Low economic growth should 

reduce emissions but may reduce policy ambitions and technological progress. This resulted in a wide 

 
43 For greenhouse gases other than CO2, CH4, and N2O that are needed as inputs to FaIR (e.g., CF4, C2F6, HFCs, CFCs, 
HCFCs), emissions are projected using SSP2-4.5 from AR6. This scenario is also used to calibrate FaIR1.6.2 and is 
nearest to the RFF-SP median emissions for carbon dioxide and methane. EPA is investigating the potential to use 
an emissions infilling tool such as Silicone (Lamboll et al. 2020) to extend the RFF-SP uncertainty analysis to other 
gases and aerosols.   
44 More information about the experts is provided in Rennert et al. (2022a) and the accompanying online appendix. 
45 See Rennert et al. (2022a) and the accompanying online appendix for a detailed discussion of the survey 
methodology and the full elicitation protocol. 
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uncertainty range for these scenarios but on average they expected emissions to decline. To support the 

high-end emissions, it was common for experts to state that low economic growth could lead countries 

to revisit emission reduction pledges. In support of emissions estimates for average economic growth, 

experts primarily mentioned policy as the driver of emissions. Specifically, emissions were dependent on 

the likelihood that countries would meet their pledges under the Paris Agreement or even enhance their 

ambitions. Secondarily, technological evolution was also stated as a primary driver. Experts stated that 

high economic growth should increase emissions in the medium term (2050 or 2100) but could allow for 

rapid decarbonization. It was felt that high economic growth could allow for an enhancement of global 

climate policy goals. Several of the experts felt that given the nature of policy goals (e.g., absolute or 

percentage reductions) that emissions would be decoupled from economic growth. For additional 

information on expertsΩ rationale for changes in natural CO2 stocks and negative emissions technologies, 

CH4, and N2O please see the Rennert et al. (2022a) Appendix.   

 The projections from the RFF-SPs represent a state-of-the-art set of probabilistic socioeconomic and 

emissions scenarios based on high-quality data, robust statistical techniques, and expert elicitation. In 

addition, they cover a sufficient time horizon for estimating the SC-GHG and incorporate uncertainty over 

future background policies. As such, the RFF-SPs are consistent witƘ ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ 

recommendations on socioeconomic and emissions scenarios.  

Other Sources of Socioeconomic and Emissions Projections. The RFF-SPs represent a significant 

advancement over the now outdated and deterministic EMF-22 scenarios and offer improvements over 

other recently developed socioeconomic and emissions projections. The other probabilistic projections 

identified in this review are a library of scenarios generated using aL¢Ωǎ Emissions Prediction and Policy 

Analysis (EPPA) Model, coupled with expert elicitation (Abt Associates 2012, Marten 2014). These 

projections have the advantage that they rely on a comprehensive computable general equilibrium (CGE) 

model that captures key feedbacks and interdependencies across the sources of uncertainty. However, 

they were generated in 2012 and do not incorporate changes in the economy, emissions trends, and 

policies adopted over the past decade.46  

Other socioeconomic and emissions projections developed since the EMF-22 exercise are deterministic 

and do not provide global projections over a time horizon sufficient for SC-GHG estimation. The most 

prominent deterministic projections come from the database of Shared Socioeconomic Pathways (SSPs) 

and Representative Concentration Pathways (RCPs).47 The SSPs and RCPs are the result of a scenario 

 
46 Recently, Morris et al. (2022) built on this work by updating a broad range of input probability distributions and 
using updated versions of EPPA and other underlying models to explore uncertainty in socio-economic conditions 
out to 2100. This paper utilizes four emissions ensemble scenarios: (1) business-as-usual (2) National Determined 
Contribution pledges. (3) 2 degrees C and (4) 1.5 degrees C. Due to the reliance on scenarios for emissions the 
distribution of annual GHG emissions does not cover the full range of possible outcomes (see Figure 4 in Morris et 
al., 2022). In addition, these emissions ensemble scenarios are not assigned a probability and therefore assumptions 
would be required for sampling across them.  
47 Some organizations also regularly produce forecasts of key socioeconomic variables and emissions, but these tend 
to be only for a few decades or some countries or regions (e.g., IEA, EIA). Some IAM researchers have constructed 
deterministic projections using disparate sources. For example, the inputs used in the latest version of the DICE 
model, DICE 2016, include economic growth projections based on a survey by Christensen et al. (2018), population 
data from the United Nations, and CO2 emissions projections from Carbon Dioxide Information Analysis Center, with 
simple assumptions for extending each series post-2100 (Nordhaus 2017). 
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development effort that started in the late 2000s to replace the Special Report on Emission Scenarios 

(SRES) from the 1990s (used in the IPCC Third Assessment Report). The two components, SSPs and RCPs, 

were designed to be complementary. RCPs set pathways for GHG concentrations and, effectively, the 

amount of warming that could occur by the end of the century.48 Many possible ǎƻŎƛƻπŜŎƻƴƻƳƛŎ ŦǳǘǳǊŜǎ 

may lead to the same RCP, so the SSPs are scenarios of projected socioeconomic global changes through 

2100, based on potential future changes in quantitative elements, including population, education, 

urbanization, GDP, and technology. There are five SSPs, each consisting of a set of quantified measures of 

development and an associated narrative storyline. The storylines provide a qualitative description of 

plausible future conditions that drive the quantitative elements. Pairings of these illustrative SSP scenarios 

with RCPs have been widely used by the IPCC, the global scientific community, and researchers spanning 

a wide range of disciplines. For modeling exercises requiring emissions projections beyond 2100, such as 

for SC-GHG estimation, researchers commonly use emissions extensions provided by the Reduced 

Complexity Model Intercomparison Project (Nicholls et al. 2020). When population and economic growth 

projections beyond 2100 are necessary, researchers have used various methods to extend the SSPs to 

2300, ranging from simple extrapolation assumptions (e.g., CIL 2023, Benveniste et al. 2020)49 to 

empirically derived projection methods (e.g., Kikstra et al. 2021).50 Use of deterministic scenarios, such as 

the SSP-RCP pairings, would prevent the SC-GHG estimates from capturing important aspects of climate 

risk, including its relationship to broader socioeconomic uncertainty, and from valuing that risk in a way 

that is consistent with economic theory and observed human behavior related to risk aversion.  

Figure 2.1.1 and Figure 2.1.2 present the RFF-SP projections of population and economic growth through 

2300. These figures also include a comparison to the SSPs for years 2020 to 2100. The SSPs have been 

used in IPCC reports and other applications.51 The SSP projections presented in the figure for years beyond 

2100 are based on three extrapolation methods recently used in the literatureτBenveniste et al. (2020) 

for SSP1, SSP2, and SSP3 (dashed lines), Kikstra et al. (2021) for SSP1, SSP2, SSP3, and SSP5 (dotted lines), 

and CIL (2023) for SSP2, SSP3, and SSP5 (dashed-dotted lines)τillustrating the sensitivity to various 

extrapolation assumptions. 

The mean (black solid line) and median (black dotted line) of the RFF-SP population projections follow an 

increasing trajectory through 2100, slightly higher than the SSP1, SSP2 and SSP5 projections, peaking at 

 
48 Four RCPs were used in the IPCC Fifth Assessment Report (2014a) that span a range of radiative forcing (watts per 
m2) in 2100 and are named for that forcing above the pre-industrial level (RCP2.6, RCP4.5, RCP6.0 and a high-end 
no-mitigation RCP8.5). The SSPs took longer to develop. The SSPs were published in 2016 and updated in 2018. The 
are available at: https://tntcat.iiasa.ac.at/SspDb/dsd?Action=htmlpage&page=10. The SSPs and some additional 
RCPs are being used in the IPCC Sixth Assessment Report (2021a). The three additional RCPs include RCP1.9 (which 
focuses on limiting warming to below 1.5C), RCP3.4 (an intermediate pathway between RCP2.6 and RCP4.5), and 
RCP7.0 which represents medium-to-high end of emissions range and is a baseline outcome rather than a mitigation 
target. 
49 In the components of their modeling that require extrapolation of GDP and population beyond 2100, when using 
SSPs, Climate Impact Lab (CIL 2023) modeling assumed GDP per capita growth and the level of global 
population remain constant at 2100 levels through 2300. Benveniste et al. (2020) generates country level extensions 
to 3000, based on the assumption that population growth declines linearly to 0 in 2200, and is held constant 
thereafter; GDP per capita growth is assumed to decline linearly reaching 0 in 2300. 
50 Kikstra et al. (2021) develop regional extensions based on the assumption that regional GDP per capita and 
population growth rates (in PAGE model regions) converge toward the global mean. 
51 Figures 2.1.1 and 2.1.2 contain all Tier 1 SSPs from IPCC AR6. Tier 2 scenarios, such as SSP4, were not considered.    

https://tntcat.iiasa.ac.at/SspDb/dsd?Action=htmlpage&page=10
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11.2 billion people (Figure 2.1.1). This is followed by a slow decline to under 10 billion by 2300. SSP3 

follows the upper tail of the RFF-SPs through 2100 and, depending on the extrapolation method, follows 

the upper tail or drops within the 99th and 95th percentile of the RFF-SP distribution by 2300. While the 

SSP-based projections shown in Figure 2.1.1 generally fall within or near the range of the RFF-SP 

probabilistic distribution for global population, they are limited in providing a comparison to the full RFF-

SP distribution. The SSPs were intentionally developed to reflect a range of reasonably likely scenarios 

corresponding to different storylines rather than a more comprehensive range of plausible scenarios like 

the RFF-SPs. Furthermore, the SSP-based projections are sensitive to the extrapolation method used. For 

example, the SSP3 projections displayed in Figure 2.1.1 show global population in 2300 rising to about 13 

billion under the CIL (2023) extrapolation, 17 billion under the Benveniste et al. (2020) extrapolation, and 

ƴŜŀǊƭȅ ол ōƛƭƭƛƻƴ ǳǎƛƴƎ YƛƪǎǘǊŀ Ŝǘ ŀƭΦΩǎ όнлнмύ ƳŜǘƘƻŘΦ  

Figure 2.1.1: Global Population under RFF-SPs and SSPs, 1950-2300 

RFF-SP projections based on RFF-SPs (Rennert et al. 2022a). Black lines represent the mean (solid) and median (dotted) along with 

the 5th to 95th (dark shade) and 1st to 99th (light shade) percentile ranges. Historical data from Benveniste et al. (2020) using UN 

World Population Prospects 2019 (UN 2019). SSP1, SSP2, and SSP3 data through 2100 from Benveniste et al. (2020) using 

population growth rates from the International Institute for Applied Systems Analysis (IIASA) SSP Database (Riahi et al. 2017). 

SSP5 data through 2100 are from the IIASA database (Riahi et al. 2017). SSPs beyond 2100 (dashed) are based on three recent 

extrapolation methods: Benveniste et al. (2020), Kikstra et al. (2021), and CIL (2023). 
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Figure 2.1.2 presents the economic growth projections from the RFF-SPs along with comparisons to the 

SSPs in AR6.52 The mean (black solid line) economic growth rates start at 1.4% in 2021, are relatively flat 

between 2030 and 2100 at 1.6% and then decline through-out the next century. The mean economic 

growth rate levels off again after 2200 at 1.1%. The RFF-SP economic growth projections are lower but 

Ƴƻǎǘ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ {{tнΣ ƛΦŜΦΣ ǘƘŜ άƳƛŘŘƭŜ ƻŦ ǘƘŜ ǊƻŀŘέ ǎŎŜƴŀǊƛƻ ƛƴ ǿƘƛŎƘ ŜŎƻƴƻƳƛŎ ǘǊŜƴŘǎ Ŧƻƭƭƻǿ 

historical patterns. All the SSP-based projections displayed in Figure 2.1.2 lie within the long-run RFF-SP 

distribution. One notable difference between the RFF-SPs and the SSPs is the high near-term growth rates 

in the SSPs. Published in 2017, the SPPs economic growth projections are based on historical data through 

2010. Between 2005 and 2010 the historical average annual growth rate was nearly 3%. The SSPs 

predicted an average annual growth rate between 2010 and 2019 of 2.89ς2.96% (Riahi et al. 2017), 

whereas in the past decade average global per capita growth rates have been closer to 2% (World Bank 

2021). The estimated growth-rates in the RFF-SPs are long-run growth rates, built to eliminate short-run 

fluctuations.  

 
52 The growth rates (and the uncertainty bounds around the RFF-SPs) shown in Figure 2.1.2 are plotted in a time-
averaged manner to accurately present the underlying year-on-year correlations that exist within each 
scenario/storyline. 
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Figure 2.1.2: Projections of Growth in Global Income per Capita under RFF-SPs and SSPs, 2020-2300 

 
RFF-SP projections based on RFF-SPs (Rennert et al. 2022a). Black lines represent mean (solid) and median (dotted) growth rates  
along with 5th to 95th (dark shade) and 1st to 99th (light shade) percentile ranges. Historical data from Benveniste et al. (2020) 
using World Bank WDI (World Bank 2019). SSP data through 2100 from International Institute for Applied Systems Analysis (IIASA) 
{{t 5ŀǘŀōŀǎŜΩǎ h9/5 9ƴǾ-Growth model (Riahi et al. 2017).  SSPs beyond 2100 (dashed) are based on three recent extrapolation 
methods: Benveniste et al. (2020), Kikstra et al. (2021), and CIL (2023). The growth rates (and the uncertainty bounds around the 
RFF-SPs) are plotted in a time-averaged manner to accurately present the underlying year-on-year correlations that exist within 
each scenario/storyline. 

 

Although the RFF-SPs displayed in the figures above are mostly consistent with the SSPs, there are notable 

advantages to the RFF-SPs. First, the economic growth and population projections are based on recent 

peer-reviewed statistical methodologies for generating long-term projections. These statistical 

projections represent advancements in the literature since the publication of the SSPs in 2017 and 

incorporate additional historical data beyond those used to calibrate the SSPs. Second, the RFF-SPs 

formally characterize the uncertainty in economic growth and population over time (less is known about 

the far-future than is known about the near-future). The SSPs are a set of deterministic scenarios and 

intentionally developed without probabilities attached to them, making them less suitable for addressing 

uncertainty. SSP-based economic growth projections, for example, vary depending on which of the three 

available alternative interpretations of the SSPs (using the IIASA, OECD, or PIK economic growth model) is 

selected from the SSP database. The SSP developers explicitly note ǘƘŀǘ ǘƘŜ ǇǊƻǾƛŘŜŘ άΨƛƭƭǳǎǘǊŀǘƛǾŜΩ {{t 

should not be interpreted as the central or representative caseΧΦIt is recommended to use the GDP 
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projections by all teams to test the sensitivity of the results due to different GDP assumptions.έ53 Third, 

the RFF-SPs provide projections over a much longer time horizon (out to 2300), which is relevant for 

capturing more of the discounted damages from climate change, whereas the SSPs provide projections 

out to 2100 and long term extrapolations of the SSPs developed by researchers to date are sensitive to 

the method used. Each of these advantages were highlighted by the National Academies (2017) as 

important elements in developing improved projections of socioeconomic variables and emissions. Thus, 

the RFF-SPs more closely implement the near-term recommendations from the National Academies on 

economic growth and population projections than do the SSPs. 

In both the RFF-SPs and the SSPs, projections of global GDP are calculated using purchasing power parity 

(PPP). This represents a shift from the EMF-22 projections used to date, in which global GDP was based 

on combining regional GDPs using market exchange rates (MER). !ǎ ŘƛǎŎǳǎǎŜŘ ƛƴ ǘƘŜ L²DΩǎ нлмл ¢{5Σ PPP 

takes into account the different price levels and different baskets of goods consumed across countries, so 

it more accurately describes relative standards of living across countries. PPP-adjusted measures are 

increasingly available and used in climate economics research. For example, Nordhaus has argued since 

нллт ǘƘŀǘ άPPP measures are superior to MER measures for representing relative incomes and outputsέ 

(Nordhaus 2007), and the update to his DICE model in 2016 included a shift from MER to PPP exchange 

rates (Nordhaus 2017, 2018a). Similarly, Anthoff and Emmerling (2019) maintain that άΧǳǎƛƴƎ ƴƻƳƛƴŀƭ ƻǊ 

market exchange rates would overstate the (current) degree of inequality between countries compared 

to the measurements using PPPs.έ The shift to PPP-based projections in the RFF-SPs, therefore, represents 

another advancement in the science underlying the SC-GHG framework presented in this report.  

In the SSPs and the mean RFF-SPs, global emissions of CO2 peak at some point this century and decline 

toward zero emissions (in some cases negative emissions). These emission peaks for the SSPs are based 

on simplistic assumptions about net emissions reaching zero in 2250. The RFF-SP projections are based 

on expert elicitation, where the experts were asked to incorporate their views on the evolution of future 

policy. This is consistent with the bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ όнлмтύ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ǘƻ άǘŀƪŜ ŀccount of the 

ƭƛƪŜƭƛƘƻƻŘ ƻŦ ŦǳǘǳǊŜ ŜƳƛǎǎƛƻƴǎ ƳƛǘƛƎŀǘƛƻƴ ǇƻƭƛŎƛŜǎΦέ .ŜŎŀǳǎŜ ǘƘŜ wCC-SPs are probabilistic they reflect the 

uncertainty in future policy and when this peak would occur. In the mean RFF-SP projection the peak 

occurs this decade. In some of the higher emissions scenarios this peak in emissions does not occur until 

near the end of the century.                

Figure 2.1.3 presents the RFF-SP projections for COі emissions through 2300 along with a comparison to 

a range of SSP-RCPs from AR6 (Figure A.6.1 and Figure A.6.2 in the Appendix present the same information 

for CHј and NіO emissions through 2300). For SSP-RCP pairings presented in the figure, emissions 

projections beyond 2100 are based on the commonly used extensions provided by the Reduced 

Complexity Model Intercomparison Project (Nicholls et al. 2020). The post-2100 SSP projections are based 

on simplistic assumptions about when global emissions reach zero (2055 for SSP1-1.9, 2075 for SSP1-2.6, 

2250 for SSP2-4.5, SSP3-7.0, and SSP5-8.5) and how global emissions reach this point after 2100. In the 

mean RFF-SPs (black solid line) global CO2 emissions continue to rise in the near-term but peak at 42 GtCO2 

before 2030. Both the RFF-SP median and the mean track closely with SSP2-4.5, which is often described 

ŀǎ ŀ άƳƛŘŘƭŜ ƻŦ ǘƘŜ ǊƻŀŘέ {{t ǎǘƻǊȅƭƛƴŜΦ ¢ƘŜ {{tр-8.5 projection is the only SSP-RCP pairing with CO2 

 
53 See SSP Database (Shared Socioeconomic Pathways) - Version 2.0 available at: 
https://tntcat.iiasa.ac.at/SspDb/dsd?Action=htmlpage&page=10. 

https://tntcat.iiasa.ac.at/SspDb/dsd?Action=htmlpage&page=10
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emissions projections outside the 1st to 99th percentile range of RFF-SPs. The RCP8.5 emissions scenario is 

a high emissions scenario in absence of climate change policies (Riahi et al. 2017).54 As mentioned above, 

the RFF-SPs explicitly account for the likelihood of future climate policies.55 While the SSP-RCP scenarios 

offer plausible storylines that imbed these assumptions within their trajectories, the RFF-SPs have a 

significant advantage in that they assign probabilities to these future policies and their outcomes, account 

for adoption of cleaner technologies and fuel sources, and explicitly link socioeconomic growth scenarios 

to emissions.56  

 
54 While all the RCP emissions scenarios peak and begin to decline by, or shortly after, the end of the century, it is 
important to note that CO2 concentrations, and therefore temperatures, will not stabilize until CO2 emissions decline 
to zero (Matthews and Caldeira 2008). 
55 Specifically, Rennert et al (2022aύ ǎǘŀǘŜǎΥ άΧŜȄǇŜǊǘǎ ǾƛŜǿŜŘ ƭƻǿ ŜŎƻƴƻƳƛŎ ƎǊƻǿǘƘ ŀǎ ƭƛƪŜƭȅ ǘƻ ǊŜŘǳŎŜ ŜƳƛǎǎƛƻƴǎ 
overall but also lead to reduced global ambition in climate policy and slower progress to decarbonization. For median 
economic growth conditions, experts generally viewed policy and technology evolution as the primary driver of their 
emissions distributions, often offering a median estimate indicating reductions from current levels but with a wide 
range of uncertainty. Several experts said high economic growth would increase emissions through at least 2050, 
most likely followed by rapid and complete decarbonization, but with a small chance of substantial continued 
ƛƴŎǊŜŀǎŜǎ ƛƴ ŜƳƛǎǎƛƻƴǎΦέ 
56 Throughout all stages of the SC-GHG modeling process, we compared the intermediate and final outputs across 
the SSP-RCP socioeconomic and emissions storylines and the RFF-SP probabilistic scenarios. For each of these 
outputs (global mean surface temperature, sea level rise, and even the final SC-GHG estimates) the 5th and 95th 
percentiles of the RFF-SPs lie within the full range of the SSP-RCP storylines and are most consistent with the SSP2-
RCP4.5 pairing. In addition, a comparison of the RFF-SP emissions projections with the EMF-22 trajectories used in 
the IWG-recommended SC-GHG estimates to date is displayed in Appendix A.6. Figure A.6.3 illustrates that the RFF-
SP based CO2 emissions range lie within the low end of the range of the selected EMF-22 scenarios, likely reflecting 
the impact of GHG mitigation policies and other factors that have occurred since the development of the EMF-22 
trajectories and that the RFF-SPs reflect the possibility of future policies whereas only one of the five selected EMF-
22 scenarios did so. 
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Figure 2.1.3: Net Annual Global Emissions of Carbon Dioxide (CO2) under RFF-SPs and SSPs, 1900-2300 

 
RFF-SP projections based on RFF-SPs (Rennert et al. 2022a). Black lines represent the mean (solid) and median (dotted) CO2 
emissions projections along with 5th to 95th (dark shade) and 1st to 99th (light shade) percentile ranges. SSP data through 2100 are 
from the International Institute for Applied Systems Analysis (IIASA) SSP Database (Riahi et al. 2017). SSPs beyond 2100 (dashed 
lines) are based on the commonly used extensions provided by the Reduced Complexity Model Intercomparison Project (Nicholls 
et al. 2020).  

2.2 Climate Module 

The next step in the SC-GHG estimation process is to estimate the effect of emissions on physical climate 

variables, such as temperature, and to ensure that the outputs from the climate model are at the spatial 

and temporal resolution required by the damage module. This means the climate module must:  

(1) translate GHG and other forcing agent emission projections into atmospheric concentrations, 

accounting for the uptake of CO2 by the land biosphere and the ocean and the removal of other 

greenhouse gases through atmospheric reactions, deposition, and/or other mechanisms;  

(2) translate concentrations of greenhouse gases and other forcing agents into radiative forcing;  

(3) translate forcing into global mean surface temperature response, accounting for heat uptake by 

the ocean, and  

(4) generate other climatic variables, such as sea level rise (SLR), that may be needed by the damage 

module.57  

 
57 This module could in future iterations also generate estimates of other climatic variables (e.g., precipitation 
changes) as well as non-climate mediated impacts of GHG emissions if needed as inputs to future damage functions. 
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Together, with the projections of associated socioeconomic variables, the results from the climate module 

serve as inputs to the damage module.  

As discussed in section 1.1, the methodology underlying SC-GHG estimates used in the EPAΩǎ analyses to 

date has included a representation of climate and other Earth system dynamics as provided in the default 

version of the DICE, FUND, and PAGE IAMs. The only climate variable that was harmonized across these 

three previous models was equilibrium climate sensitivity (ECS) ς a measure of the globally averaged 

temperature response to increased radiative forcing.58 Each IAM was run using a probability distribution 

ŦƻǊ ǘƘŜ 9/{Σ ŎŀƭƛōǊŀǘŜŘ ǘƻ ǘƘŜ LƴǘŜǊƎƻǾŜǊƴƳŜƴǘŀƭ tŀƴŜƭ ƻƴ /ƭƛƳŀǘŜ /ƘŀƴƎŜΩǎ όLt//ύ CƻǳǊǘƘ !ǎǎŜǎǎƳŜƴǘ 

Report (AR4) (IPCC 2007a) findings using the Roe and Baker (2007) distribution.59 All other aspects of the 

modeling ς such as the representation of the carbon cycle and its parameterization, sea level rise, regional 

downscaling of temperature, and treatment of non-CO2 greenhouse gases ς varied across the three IAMs 

and were used as the model developers had designed them.  

To implement a modular approach to updating the representation of climate and other Earth system 

dynamics in SC-GHG estimation, it is helpful to review the available climate models capable of meeting 

the climate module requirements outlined above, the conclusions of recent scientific assessments 

ǇǳōƭƛǎƘŜŘ ǎƛƴŎŜ ǘƘŜ Lt//Ωǎ !wп ǊŜǇƻǊǘΣ ǘƘŜ ǇǳōƭƛŎ ŎƻƳƳŜƴǘǎ ǊŜŎŜƛǾŜŘ ƻƴ individual EPA proposed 

rulemakings and the L²DΩǎ February 2021 TSD (IWG 2021), and the National Academies (2017) 

recommendations related to the climate module.  

The conclusions of recent scientific assessments (e.g., IPCC 2014a, 2018, 2019a, 2019b, 2021a; USGCRP 

2016, 2018a; and the National Academies 2016b, 2019) bolster the science underlying the modeling of 

climate dynamics. Recently, in August 2021, the IPCC released the Working Group (WG) 1 contribution to 

the IPCC Sixth Assessment Report (AR6) (IPCC 2021a). The IPCC (2021a) report brings together the most 

up-to-date physical understanding of the climate system and climate change. The report includes updated 

IPCC AR6 consensus statements on key climate parameters that are relevant for SC-GHG estimation, 

including equilibrium climate sensitivity and transient climate response. For ECS, the AR6 assessment 

finds, with high confidence, that the best estimate is 3°C with a likely range of 2.5°C to 4°C.60 AR6 also 

 
As discussed in Section 3.3, the only non-climate mediated effect included in SC-GHG estimates used by the EPA to 
date are plant fertilization effects from elevated CO2 concentrations. Other non-climate mediated effects of GHG 
emissions that have not yet been incorporated into SC-GHG estimation are discussed in Section 4.2. 
58 9/{ ƛǎ ŘŜŦƛƴŜŘ ŀǎ άǘƘŜ ŜǉǳƛƭƛōǊƛǳƳ όǎǘŜŀŘȅ ǎǘŀǘŜύ ŎƘŀƴƎŜ ƛƴ ǘƘŜ ǎǳǊŦŀŎŜ ǘŜƳǇŜǊŀǘǳǊŜ ŦƻƭƭƻǿƛƴƎ ŀ ŘƻǳōƭƛƴƎ ƻŦ ǘƘŜ 
atmospheric carbon dioxide (CO2) concentration from pre-ƛƴŘǳǎǘǊƛŀƭ ŎƻƴŘƛǘƛƻƴǎέ όLt// нлнмŀύΦ 
59 ¢ƘŜ Lt//Ωǎ CƻǳǊǘƘ !ǎǎŜǎǎƳŜƴǘ wŜǇƻǊǘ όLt// нллтōύ ǿŀǎ ǘƘŜ Ƴƻǎǘ ŎǳǊǊŜƴǘ Lt// ŀǎǎŜǎǎƳŜƴǘ ŀǾŀƛƭŀōƭŜ ŀǘ ǘƘŜ ǘƛƳŜ 
when the IWG calibrated the ECS distribution.  
60 The !wс ŀǎǎŜǎǎƳŜƴǘ ŦƛƴŘǎ άώōϐŀǎŜŘ ƻƴ ƳǳƭǘƛǇƭŜ ƭƛƴŜǎ ƻŦ ŜǾƛŘŜƴŎŜΣ ǘƘŜ ǾŜǊȅ ƭƛƪŜƭȅ ǊŀƴƎŜ ƻŦ ŜǉǳƛƭƛōǊƛǳƳ ŎƭƛƳŀǘŜ 
sensitivity is between 2°C (high confidence) and 5°C (medium confidence). The AR6 assessed best estimate is 3°C 
with a likely range of 2.5°C to 4°C (high confidence), compared to 1.5°C to 4.5°C in AR5, which did not provide a best 
ŜǎǘƛƳŀǘŜέ όLt// нлнмa). Lƴ Lt// ǎǘŀǘŜƳŜƴǘǎΣ ǘƘŜ ǘŜǊƳǎ άƭƛƪŜƭȅέΣ άǾŜǊȅ ƭƛƪŜƭȅέ ŀƴŘ άǾƛǊǘǳŀƭƭȅ ŎŜǊǘŀƛƴέ ŀǊŜ ŘŜŦƛƴŜŘ ǘƻ 
correspond to probabilities of at least 66% (16.6-83.3 percentile), 90% (5-95 percentile), and 99% (0.5-99.5 
percentile), respectively (IPCC 2007c). In IPCC reports, a level of confidence is expressed using five qualifiers (very 
low, low, medium, high, and very high) based on the type, amount, quality, and consistency of evidence (e.g., 
mechanistic understanding, theory, data, models, expert judgement) and on the degree of agreement across 
multiple lines of evidence. Statements in the AR6 WG1 report that ƛƴŎƭǳŘŜ άōŜǎǘ ŜǎǘƛƳŀǘŜέ ŀǊŜ ƴƻǘ ǎǇŜŎƛŦƛŎ ƻƴ ƛǘs 
definition.  
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concludes ǘƘŀǘ άƛǘ ƛǎ ǾƛǊǘǳŀƭƭȅ ŎŜǊǘŀƛƴ ǘƘŀǘ 9/{ ƛǎ ƭŀǊƎŜǊ ǘƘŀƴ мΦрϲ/Σ ōǳǘ ŎǳǊǊŜƴǘƭȅ ƛǘ ƛǎ ƴƻǘ ǇƻǎǎƛōƭŜ ǘƻ ǊǳƭŜ 

out ECS values above 5°Cέ όLt// нлнмa). As cited in IPCC (2021a), Sherwood et al. (2020) present several 

lines of evidence supporting these assessments of equilibrium climate sensitivity. For the transient climate 

response (TCR), AR6 finds that the best estimate of TCR is 1.8°C, and it is very likely between 1.2 and 

2.4°C.61 Additional discussion of scientific updates in AR6 is provided in the Appendix. In particular, Section 

A.1 Ŏƻƴǘŀƛƴǎ ŀ ǎǳƳƳŀǊȅ ƻŦ ǘƘŜ Lt//Ωǎ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ƻŦ CO2, CH4, and N2O greenhouse gas radiative 

efficiency, atmospheric lifetimes, and chemistry in AR6 relative to AR4, which was the basis of the 

simplified lifetime and forcing equations underlying the IWG estimates used by the EPA and other federal 

agencies to date.  

Reduced-complexity climate models (RC models) offer meaningful improvements over the current 

representation of climate dynamics in existing IAMs (Nicholls et al. 2020). RC models are highly 

parameterized, computational emulators of the climate system. RC models are different from the highly 

complex and computationally demanding Earth system models (ESMs), which are the state-of-the-art 

tools for climate projections. However, the use of RC models may be preferred over ESMs for certain 

applications for at least three reasons: (1) the computational efficiency of the RC models allows for 

hundreds or thousands of simulations in a relatively short timeframe, (2) the adjustability of model 

parameters allows for the exploration of uncertainty, and (3) because RC models do not model year-to-

year variability they allow for the estimation of the difference between emission scenarios that would be 

smaller than that variability (Sarofim et al. 2021a). RC models have a long history of use in climate science 

assessments, IAM modeling applications, and analyses of climatic processes. They are ubiquitously used 

to support model inter-comparisons and diagnostics because of their ability to emulate different ESM 

components and variables, explore uncertainties in key climate parameters, analyze scenarios to provide 

concentration and temperature inputs to IAMs and other models, and estimate climate sensitivity when 

coupled with historical climate observations (Nicholls et al. 2020, Nicholls et al. 2021, Sarofim et al. 

2021a).  

One of the most widely used RC models is the Finite amplitude Impulse Response (FaIR) climate model 

(Millar et al. 2017, Smith et al. 2018) to generate projections of global mean surface temperature (GMST) 

change. The FaIR model was originally developed by Richard Millar, Zeb Nicholls, and Myles Allen at Oxford 

University, as a modification of the approach used in IPCC AR5 to assess the GWP and GTP (Global 

Temperature Potential) of different gases. It is open source, widely used (e.g., IPCC 2018, IPCC 2021b), 

and was highlighted by the National Academies (2017) as an RC model that satisfies their 

recommendations for a near-term update of the climate module in SC-GHG estimation. Specifically, it 

translates GHG emissions into mean surface temperature response following the steps outlined above 

and represents the current understanding of the climate and GHG cycle systems and associated 

uncertainties within a probabilistic framework. ¢ƘŜ CŀLw ƳƻŘŜƭΩǎ ǇǊƻƧŜŎǘƛƻƴǎ ƻŦ ŦǳǘǳǊŜ ǿŀǊƳƛƴƎ ŀǊŜ 

consistent with more complex, state of the art ESMs and can, with high confidence, be used to accurately 

 
61 ¢/w ƛǎ ŘŜŦƛƴŜŘ ŀǎ άǘƘŜ ǎǳǊŦŀŎŜ ǘŜƳǇŜǊŀǘǳǊŜ ǊŜǎǇƻƴǎŜ ŦƻǊ ǘƘŜ ƘȅǇƻǘƘŜǘƛŎŀƭ ǎŎŜƴŀǊƛƻ ƛƴ ǿƘƛŎƘ ŀǘƳƻǎǇƘŜǊƛŎ ŎŀǊōƻƴ 
dioxide (CO2) increases at 1% yr-1 from pre-ƛƴŘǳǎǘǊƛŀƭ ǘƻ ǘƘŜ ǘƛƳŜ ƻŦ ŀ ŘƻǳōƭƛƴƎ ƻŦ ŀǘƳƻǎǇƘŜǊƛŎ /hн ŎƻƴŎŜƴǘǊŀǘƛƻƴέ 
(IPCC 2021a), thereby being a measure of the speed as well as the magnitude of the climate response. AR6 states 
ǘƘŀǘ ά.ŀǎŜŘ ƻƴ ǇǊƻŎŜǎǎ ǳƴŘŜǊǎǘŀƴŘƛƴƎΣ ǿŀǊƳƛƴƎ ƻǾŜǊ ǘƘŜ ƛƴǎǘǊǳƳŜƴǘŀƭ ǊŜŎƻǊŘ ŀƴŘ ŜƳŜǊƎŜƴǘ ŎƻƴǎǘǊŀƛƴǘǎ ǘƘŜ ōŜǎǘ 
estimate TCR is 1.8°C, it is likely 1.4 to 2.2°C and very likely 1.2 to 2.4°Cέ όLt// нлнмŀύΦ 
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characterize current best understanding of uncertainty, is easily implemented, and is transparently 

documented.  

The updated SC-GHG estimates presented in this report rely on FaIR version 1.6.2 as used by the IPCC 

(2021a, 2021b). An alternative version of the model, FaIR 2.0, was recently published (Leach et al. 2021) 

that offers some advantages with respect to simplicity and the inclusion of a flexible, state-dependent 

methane lifetime, but is less preferable for SC-GHG estimation at this time because it is not yet able to 

track ocean heat uptake (which is used as an input to help project future sea level rise in some models 

such as the Building Blocks for Relevant Ice and Climate Knowledge (BRICK) model discussed below); 

importantly the calibration of its uncertain parameters is based on historical data but has not yet been 

adjusted to be consistent with the AR6 evaluation of climate characteristics such as the IPCC assessed 

likely range of 2.5 to 4°C for the climate sensitivity. FaIR 1.6.2 also has advantages over the latest versions 

of other RC models, including the Model for the Assessment of Greenhouse Gas Induced Climate Change 

(MAGICC; Meinshausen et al. 2011) and the Hector model, a U.S. Government-developed model (Hartin 

et al. 2015).62 MAGICC is widely used in science research, policy analysis, IPCC reports, and the latest 

version, MAGICC 7.5.1, has been calibrated to AR6 findings. However, the model itself is not open source 

and, therefore, less preferable to FaIR in terms of transparency and reproducibility. The Hector model has 

some additional complexity and features that could be helpful in future SC-GHG updates. For example, it 

can emulate ocean acidification, permafrost, and land carbon cycles (Woodard et al. 2021). However, 

Hector has not yet been calibrated to the AR6 assessed climate characteristic ranges, and the current 

version of Hector has no suggested parameter sets for use in uncertainty analysis. Table 2.2.1 shows 

summary statistics for the ECS from the FaIR 1.6.2 model used in this report and other RC models and 

compares them to IPCC statements. For reference, Table 2.2.1 also includes the assumed distribution used 

in IWG SC-GHG estimates to date. Table 2.2.2 shows similar information for the TCR. FaIR, MAGICC, and 

Hector have all been tested against the Earth system models used by the IPCC as part of the Reduced 

Complexity Model Intercomparison Project (RCMIP) (Nicholls et al. 2020).63 Nicholls et al. compare the 

global-mean temperature response across a range of perturbations. The authors demonstrate the success 

of all three models in estimating the global mean temperature for applications in integrated assessment 

modeling. 

Taken together, FaIR 1.6.2 is a fitt ing RC model to serve as the basis for an updated climate module in SC-

GHG estimation. It provides, with high confidence, an accurate representation of the latest AR6 scientific 

consensus on the relationship between global emissions and global mean surface temperature under the 

wide range of socioeconomic emissions scenarios discussed in Section 2.1. It also offers a code base that 

is fully transparent and available online (unlike MAGICC), and the uncertainty capabilities in FaIR 1.6.2 

 
62 FaIR and MAGICC were among the four RC models examined in IPCC (2021a), along with Oscar (Gasser et al. 2020), 
and Cicero-SCM (Skeie et al. 2021). Each of these were calibrated based on agreement with observations such as 
historical temperatures, ocean heat uptake, CO2 concentrations, and airborne fraction. The WG1 report compares 
distributions from the calibrated models to assessed values of metrics such as ECS and TCR. The latter two RC models 
are dropped from detailed consideration in this report because Cicero-SCM does not have a carbon cycle 
representation, and Oscar did not match projected future temperatures from the Coupled Model Intercomparison 
Project (CMIP) and other projections. Thompson (2018) also identified FaIR, MAGICC, and Hector as being good fits 
ǘƻ ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ ǊŜŎƻƳƳŜƴŘŜŘ ŎǊƛǘŜǊƛŀ ŦƻǊ ǘƘŜ ŎƭƛƳŀǘŜ ƳƻŘǳƭŜΦ   
63 See also: https://www.rcmip.org/ . 

https://www.rcmip.org/
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have been calibrated to the most recent assessment of the IPCC (which importantly narrowed the range 

of likely climate sensitivities relative to prior assessments) (unlike FaIR2.0 or Hector at the present time). 

Table 2.2.1: Summary Statistics for Equilibrium Climate Sensitivity under Reduced-Complexity Climate 
Models and IPCC statements 

 Percentiles and Other Summary Statistics 

5% 16.6% Modea 
Median 
(50%) 

Mean 83.3% 95% 

FaIR 1.6.2d 2.05 2.37 2.78 2.95 3.18 3.87 5.03 

FaIR 2.0.0 (Leach et al. 2021) 1.94 2.36  3.24  4.74 6.59 

MAGICC7 (IPCC 2021a) 1.93   2.97   4.83 

Hector2.5 (Nicholls et al. 2021) 1.84 2.16  2.85  3.90 5.45 

AR6 statement (IPCC 2021b) 2.00 2.50  3.00b  4.00 5.00 

AR5 statement (IPCC 2013) > 1.00   1.50    4.50 < 6.00 

IWG to date (Roe & Baker (2007), 
calibrated to AR4) (IWG 2010) 

1.72 2.00 2.34 3.00 3.50 4.50 7.14 

AR4 statement (IPCC 2007b)  2.00  3.00c  4.50  
a Mode calculated after rounding to 2 decimal places. 
b !wс ƻŦŦŜǊǎ ŀ άōŜǎǘ ŜǎǘƛƳŀǘŜέ ōǳǘ ƛǎ ƴƻǘ ǎǇŜŎƛŦƛŎ ƻƴ ǿƘƛŎƘ ǎǘŀǘƛǎǘƛŎ ŦƻǊ ŎŜƴǘǊŀƭ ǾŀƭǳŜ Ƴƻǎǘ ŎƭƻǎŜƭȅ ŎƻǊǊŜǎǇƻƴŘǎ ǘƻ άōŜǎǘέΦ  
c !wп ƻŦŦŜǊǎ ŀ άƳƻǎǘ ƭƛƪŜƭȅέ ǾŀƭǳŜΦ !ǎ ƴƻǘŜŘ ƛƴ L²D όнлмлύΣ ǎtrictly speakingΣ άƳƻǎǘ ƭƛƪŜƭȅέ ǊŜŦŜǊǎ ǘƻ ǘƘŜ ƳƻŘŜ ƻŦ ŀ ŘƛǎǘǊƛōǳǘƛƻƴ 
rather than the median, but common usage would allow the mode, median, or mean to serve as candidates for the central or 
άƳƻǎǘ ƭƛƪŜƭȅέ ǾŀƭǳŜ ŀƴŘ ǘƘŜ Lt// ǊŜǇƻǊǘ ƛǎ ƴot specific on this point. 
d Results from FaIR 1.6.2 were estimated using the 2,237 constrained parameter sets. The shading in the table helps to highlight 
how the model used in this report (FaIR1.6.2) compares with the latest scientific consensus (AR6) on this key parameter. 
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Table 2.2.2: Summary Statistics for Transient Climate Response under Reduced-Complexity Climate Models 
and IPCC Statements 

 Percentiles and Other Summary Statistics 

 
5% 16.6% Modea 

Median 
(50%) 

Mean 83.3% 95% 

FaIR 1.6.2b 1.36 1.49 1.60 1.81 1.85 2.20 2.46 

FaIR 2.0.0 (Leach et al. 2021) 1.30 1.48  1.79  2.15 2.44 

MAGICC7 (IPCC 2021a) 1.27   1.88   2.61 

Hector2.5 (Nicholls et al. 2021) 1.42 1.58  1.82  2.08 2.29 

AR6 statement (IPCC 2021b) 1.20 1.40  1.80  2.20 2.40 

AR5 statement (IPCC 2013)  1.00    2.50 3.00 

AR4 statement (IPCC 2007b) 1.00      3.00 
a Mode calculated after rounding to 2 decimal places. 
b Results from FaIR 1.6.2 were estimated using the 2,237 constrained parameter sets. The shading in the table helps to highlight 
how the model used in this report (FaIR1.6.2) compares with the latest scientific consensus (AR6) on this key parameter. 
 

Figure 2.2.1 shows the projected future atmospheric concentration64 of CO2 through 2300 based on the 

RFF-SP emissions projections that are used as inputs into FaIR 1.6.2. Atmospheric concentrations increase 

over time due to the accumulation of annual emissions, with excess CO2 from the atmosphere moving 

into the ocean and ecosystems slowly over time until eventually a new equilibrium is reached.65 Figure 

2.2.2 shows the corresponding projection of global mean surface temperature. The ranges in these figures 

reflect uncertainty in both emissions and physical climate processes that are consistent with the latest 

projections coming out of the Sixth Assessment Report (IPCC 2021a).66  

 

 
64 Atmospheric concentration refers to the amount of a gas in the atmosphere. For CO2, it is measured in parts per 
million (ppm). Pre-industrial concentrations of CO2 were 280 ppm, and concentrations this high have not been seen 
in at least 2 million years.  
65 Figure A.6.6 and Figure A.6.7 in the Appendix show projected atmospheric concentrations of methane (CH4) and 
nitrous oxide (N2O). CH4 and N2O concentrations are higher than at any time in at least 800,000 years. While CO2, 
once emitted into the atmosphere through combustion, is not destroyed but rather moves between the ocean, 
ecosystems, and atmosphere, other gases like CH4 and N2O are destroyed through reactions in the atmosphere. 
66 FaIR has a number of uncertain parameters that are chosen to be compatible with each other. For example, if 
some parameters in a given model run result in higher climate sensitivity, then it is likely that other parameters will 
result in more heat uptake by the ocean. This will ensure that the overall parameter selection is still consistent with 
historical temperatures. Higher heat uptake by the ocean ǊŜǎǳƭǘǎ ƛƴ ǘƘŜ 9ŀǊǘƘΩǎ ǎǳǊŦŀŎŜ ǘŀƪƛƴƎ ƭƻƴƎŜǊ ǘƻ ǊŜŀŎƘ ƛǘǎ ƴŜǿ 
equilibrium temperature, but faster sea level rise due to thermal expansion happening earlier.  
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Figure 2.2.1: Global Atmospheric Concentrations of Carbon Dioxide (CO2), 1900-2300 

 
Future atmospheric concentrations of carbon dioxide (COі) are based on the range of annual emissions projections from the 
sampled RFF-SP scenarios used as inputs into FaIR 1.6.2. FaIR 1.6.2 is run with the full, AR6 calibrated (constrained) uncertainty 
distribution. Therefore, the uncertainty ranges in this figure represent both emissions and physical carbon cycle uncertainty. Mean 
(solid) and median (dashed) lines are shown along with the 5th to 95th (dark shade) and 1st to 99th (light shade) percentile ranges. 

 
Figure 2.2.2: Global Mean Surface Temperature Change, 1900-2300 

 
The range of global mean surface temperature change relative to pre-industrial (1850-1900) as calculated by FaIR 1.6.2 
corresponding to the COі Ŏƻncentrations from Figure 2.2.1 and the ŀŎŎƻƳǇŀƴȅƛƴƎ ŦƛƎǳǊŜǎ ŦƻǊ /Iј ŀƴŘ bіh in the Appendix. 
Uncertainty comes from emissions uncertainty from the RFF-SP projections and physical climate uncertainty from FaIR. Mean 
(solid) and median (dashed) lines are shown along with the 5th to 95th (dark shade) and 1st to 99th (light shade) percentile ranges. 
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Because the SC-GHG is calculated based on the impact of a marginal pulse of emissions, it is particularly 

relevant to investigate how the climate model responds to a change in emissions.67 The response of the 

climate to a pulse of GHG emissions (i.e., CO2, CH4, or N2O) is calculated by using a reference scenario 

(baseline) and subtracting the temperatures of that reference scenario from a second scenario 

(perturbed) that is identical in all dimensions except for the marginal increase in emissions for the one 

year and one gas being examined (i.e., all characteristics of the model run, emissions levels of other gases, 

etc., are held constant for the duration of the perturbed model run). Figure 2.2.3 shows the temperature 

response resulting from a pulse of CO2 emissions in 2030 under the three RC models considered in this 

report.68 The FaIR, MAGICC, and Hector model outputs all exhibit similar dynamics in the timing of peak 

warming in response to a pulse of emissions. For most gases, a pulse of emissions leads to a peak in 

temperature within a few years following the pulse of emissions. Then, as the radiative forcing declines 

and the ocean heat uptake increases, the marginal increase in temperature begins to decline at an 

increasing rate. However, as illustrated in Figure 2.2.3, the temperature response to a pulse of CO2 is a 

little more complicated. When the rate of decrease in radiative forcing slows such that the rate of decline 

in ocean heat uptake exceeds it, atmospheric warming resumes leading to a sustained increase in 

temperature.69 The temperature dynamics of these models better reflect the established conclusions of 

state of the art climate modeling tools used in international scientific assessments than the temperature 

responses underlying the climate components of the three IAMs used in the IWG SC-GHG estimates. 

Specifically, Dietz et al. (2021a) showed that the initial response of DICE, FUND, and PAGE to a pulse of 

CO2 emissions was slower than the response of FaIR calibrated to 256 models involved in the fifth phase 

of the Coupled Model Intercomparison Project (CMIP570), demonstrating that FaIR and related models 

can better emulate the high-resolution global climate models. This is an important feature when 

estimating the SC-GHG as discussed in Section 2.4 (near term marginal damages are discounted less than 

 
67 The pulse sizes used for the model runs in this report were selected to be the smallest size that the climate system 
model will reasonably represent and where the damage functions are responding on the margin. See Section 2.3 for 
more discussion of each damage function used in this update. 
68 Figure A.6.8 and Figure A.6.9 in the Appendix show the temperature response resulting from a pulse of CH4 and 
N2O emissions. 
69 A more detailed explanation of the temporal temperature response resulting from a pulse of greenhouse gas 
emissions is as follows. The atmospheric concentration response from an emissions release is the highest at time 
zero and declines thereafter as the gas either decomposes in the atmosphere or cycles into other reservoirs. The 
radiative forcing is directly related to the increased concentration. However, the temperature response is a function 
of the accumulation of energy due to the radiative forcing, minus the heat that the ocean takes up as the atmosphere 
warms and the increased heat that is radiated to space due to a warmer planet. For most gases, this balance between 
radiative heating from the gas and heat uptake by the ocean leads to a peak in temperature within a few years of 
the emission as the radiative forcing declines and the ocean heat uptake increases. The decline in temperature lags 
the decline in radiative forcing, as the heat that went into the ocean is eventually released. However, the response 
to a pulse of CO2 is a little more complicated: because the elevated concentrations resulting from a pulse of CO2 
emissions decreases quickly to start as CO2 cycles into the ecosystems and surface oceans, but then the decrease 
slows as the timescale becomes dominated by deep ocean mixing and slows further when it is dominated by 
sedimentation. When the rate of decrease in radiative forcing slows such that the rate of decline in ocean heat 
uptake exceeds it, atmospheric warming resumes creating a second peak in temperature (Millar et al. 2017). 
70 CMIP is the Coupled (sometimes, Climate) Model Intercomparison Project. CMIP creates a framework for 
consistent application of climate models to a common set of scenarios, and with a common set of outputs, to 
facilitate assessment of these models and provide consistent inputs to impacts assessments. CMIP5 is the fifth phase 
of CMIP and was timed to provide important scientific input to the IPCC AR5 assessment (IPCC 2013).  
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damages far in the future). Additionally, Dietz et al. (2021a) found that for the long-term response (200 

years after the pulse) FUND and DICE 2016 were higher than the FaIR emulations and the response of 

PAGE was consistently lower. (See Figure A.6.10 in the Appendix.) 

As described in Section 2.3, all three of the approaches to damage function estimation in this report use 

only GMST as an input to the damage module. For the two more disaggregated approaches, GIVE and 

DSCIM, regional and higher resolution projections of climate variables were used internally to inform the 

shape of the global dose-response functions to GMST. That is, the functions relating damages to global 

temperature within GIVE and DSCIM damage modules are created using geographically disaggregated 

temperatures and precipitation data from GCMs and other sources, such as pattern scaling to fill out the 

distribution of possible local temperature and precipitation; once aggregated, GMST is the only input 

required to run the models.    

Figure 2.2.3: Global Mean Surface Temperature Anomaly from a Pulse of Carbon Dioxide (1GtC) by Model, 
2020-2300 

¢ƘŜ ƳŜŀƴ Ǝƭƻōŀƭ ǘŜƳǇŜǊŀǘǳǊŜ ǊŜǎǇƻƴǎŜ ǊŜǎǳƭǘƛƴƎ ŦǊƻƳ ŀ ǇǳƭǎŜ ƻŦ ŜƳƛǎǎƛƻƴǎ ƻŦ /hі ƛƴ 2030 as projected by FaIR1.6.2, Hector 2.5, 

and MAGICC 7.5.3. This represents the difference between a reference scenario (using SSP2-RCP4.5 for the figure) and the same 

scenario including the pulse of emissions. The emission pulse size is 1 GtC for carbon dioxide. Mean (solid) and median (dashed) 

lines are shown along with the 5th to 95th (dark shade) and 1st to 99th (light shade) percentile ranges. 

 

Sea Level Rise. In addition to temperature change, two of the three damage modules used in this report 

require global mean sea level (GMSL) projections as an input to estimate coastal damages. Those two 
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damage modules use different models for generating estimates of GMSL. Both are based off reduced 

complexity models that can use the FaIR temperature outputs as inputs to the model and generate 

projections of GMSL accounting for the contributions of thermal expansion and glacial and ice sheet 

melting based on recent scientific research. Absent clear evidence on a preferred model, the SC-GHG 

estimates presented in this report retain both methods used by the damage module developers.  

The first damage module used in this report (discussed in Section 2.3.1) projects GMSL using an 

implementation of the Framework for Assessing Changes To Sea-level (FACTS). FACTS is a flexible 

computational framework, that can mix and match components of different models in order to further 

explore uncertainty that is being used for the IPCC AR6 SLR projections (IPCC 2021c, Garner et al. 2021).71 

In this damage module, FACTS is used to project sea level rise, relying on the parameterizations based on 

ǘƘŜ ǘǿƻ ŀǇǇǊƻŀŎƘŜǎ ǘƘŀǘ ǘƘŜ Lt// ŎƘŀǊŀŎǘŜǊƛȊŜŘ ŀǎ άƳŜŘƛǳƳ ŎƻƴŦƛŘŜƴŎŜέΣ ŀƴŘ ŀǎǎǳƳƛƴƎ ǘƘŀǘ ǘƘƻǎŜ ǘǿƻ 

approaches were equally likely. This leads to a slightly narrower projected SLR range than the likelihood 

bounds from the IPCC medium confidence approach (given two distributions, the IPCC used the outermost 

probability for any given likelihood estimate). The choice of using only the medium confidence 

parameterizations leads to the lowest future sea level rise projections available from the FACTS model; 

the parameterization excludes the possible contributions from marine ice cliff instability (MICI) and from 

ocean forcing on basal melt rates that was also assessed to be low confidence by the IPCC.  

The additional sea level rise resulting from the emissions pulse is estimated using what is known as a 

άsemi-empiricalέ72 sea level model (Kopp et al. 2016), which was cited by the National Academies as a 

potential approach for estimating SLR from an emissions pulse (National Academies 2017). The semi-

empirical model is driven by the same probabilistic GMST projections from FaIR used in the non-coastal 

damages. It is calibrated based on historical data and has its own probability distribution that is generally 

lower than that seen in the FACTS projections. The FACTS projections account for a best understanding of 

future contributions to SLR from numerous sources but cannot be applied to an individual emissions pulse. 

Thus, to bias-correct the semi-ŜƳǇƛǊƛŎŀƭ ƳƻŘŜƭΩǎ ǇǊƻƧŜŎǘƛƻƴǎΣ ŜŀŎƘ ǇǊƻōŀōƛƭƛǎǘƛŎ ŘǊŀǿ ƛǎ ǉǳŀƴǘƛƭŜ-mapped 

to an equivalent probabilistic draw of the FACTS projections within each SSP-RCP. The magnitude of the 

SLR impact of an emissions pulse is not changed, but the baseline SLR in the absence of the pulse is 

adjusted such that it is consistent with the probabilistic distribution from FACTS for each SSP-RCP. To 

model SLR in the RFF-SPs, for which no FACTS projections are available for bias correction, an additional 

quantile-mapping step is taken. This is detailed in CIL (2023).     

 
71 Additional information about the IPCC AR6 SLR projection methods can be found at: 
https://sealevel.nasa.gov/data_tools/17. 
72 Semi-empirical models are a form of reduced complexity process models. These models are known as semi-
empirical because they are based on equations that embody physical understanding and calibrated to historical data. 
Semi-empirical models are a commonly used approach in the literature. The Kopp et al. (2016) model is based on a 
set of three differential equations: one to relate a change in sea level to a difference between projected atmospheric 
temperature and a theoretical equilibrium temperature, one to determine the change in the theoretical equilibrium 
temperature over time, and one to address the additional sea level rise from the climate response to long-term 
orbital changes. The parameters in these three equations are then calibrated against estimates of historical warming 
and sea level over the past millennia. The Kopp et al. (2016) model agreed well with process-based model and expert 
surveys available at the time. Semi-empirical models calibrated solely on historical data will not include processes 
that were not active over the historical calibration period, such as MICI processes (which are often not included in 
process-based models either).  

https://sealevel.nasa.gov/data_tools/17
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The second SLR model used in this report, Building Blocks for Relevant Ice and Climate Knowledge (BRICK), 

is a semi-empirical modeling framework that simulates GMSL. Changes in global mean surface 

temperature drive changes in GMSL. The model includes contributions to GMSL from the Greenland and 

Antarctic ice sheets, thermal expansion, glaciers and ice caps, and land water storage (Wong et al. 2017, 

Vega-Westhoff et al. 2019). The parameterizations for the BRICK model include assumptions about 

Greenland and Antarctic melt that are consistent with the IPCC AR6 projections that include MICI. 

Inclusion of processes like MICI have the largest effects after 2100, and for the warmest scenarios, such 

that inclusion in the RCP8.5 scenario leads to an average increase of 15% in SLR by 2100 and 50% by 2150 

(relative to 1850-1900, Table 9.10, IPCC 2021c). By 2300, inclusions of MICI processes for the RCP8.5 

scenario results in SLR of 9.5 to 16.2 meters, which is substantially larger than the no ice-sheet 

acceleration assumption which yields a rise of 1.7 to 4.0 meters (Table 9.11, IPCC 2021c).  

Figure 2.2.4 shows the projected global sea level change resulting from the FACTS- and BRICK-based SLR 

models, as implemented in the two damage modules discussed in Section 2.3. FACTS and BRICK have 

similar projections of SLR rise through the end of the century. BRICK, as expected, projects greater SLR in 

the out years because of its inclusion of accelerated melt processes for the Antarctic and Greenland ice 

sheet, consistent with the IPCC forecasts that include MICI processes. By 2300, BRICK estimates an average 

of 4 meters, while the implementation of FACTS used in this report generates SLR projections of 2 meters, 

ƻƴ ŀǾŜǊŀƎŜΦ ¢Ƙƛǎ ŘƛŦŦŜǊŜƴŎŜ ƛƴ ǘƘŜ ƻǳǘ ȅŜŀǊǎ ƛǎ ŘǳŜ ǘƻ ǘƘŜ ŎƘƻƛŎŜǎ ƻŦ όŀύ ǊŜƭȅƛƴƎ ƻƴƭȅ ƻƴ Lt//Ωǎ άƳŜŘƛǳƳ 

ŎƻƴŦƛŘŜƴŎŜέ {[w ǇǊƻŎŜǎǎŜǎΣ ŀƴŘ όōύ ǘŀƪƛƴƎ ŀƴ Ŝǉǳŀƭ ǿŜƛƎƘǘƛƴƎ ǊŀǘƘŜǊ ǘƘŀƴ ŀƴ ƻǳǘŜǊ ŜƴǾŜƭƻǇŜ ǿƘŜƴ 

combining multiple probability distributions. In the absence of a probabilistic assessment of the likelihood 

of these processes, this report retains use of both approaches.  

In addition to surface temperatures and atmospheric concentrations, FaIR also calculates CO2 uptake in 

ǘƘŜ ǿƻǊƭŘΩǎ ƻŎŜŀƴ ŀǎ ǇŀǊǘ ƻŦ ƛǘǎ carbon cycle calculation and generates projections of measures of ocean 

acidification (pH and ocean heat). The impacts of ocean acidification are not captured in the SC-GHG 

estimates presented in this report because functions that translate the pH and ocean heat outputs from 

FaIR into monetized global damages are not yet available in the damage module. However, given current 

understanding of the impacts of CO2 emissions on the growth and survival of shellfish and coral reefs, 

coupled with the availability of market and nonmarket valuation studies on the ecosystem services they 

provide, it is likely feasible to develop damage functions that include ocean acidification impacts in future 

SC-GHG updates. See section 3.2 for more discussion of damages associated with ocean acidification and 

other impacts of climate change that are not captured in this report.  
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Figure 2.2.4: Global Sea Level Rise in FACTS and BRICK, 1950-2300 
 

 

The range of global mean sea level rise relative to pre-industrial (1850-1900) as calculated by Framework for Assessing Changes 
To Sea-level (FACTS) (top) and Building Blocks for Relevant Ice and Climate Knowledge (BRICK) (bottom). Uncertainty comes from 
emissions uncertainty from the RFF-SP projections, physical climate uncertainty from FaIR, and parameter uncertainty underlying 
each SLR module. Mean (solid) and median (dashed) lines are shown along with the 5th to 95th (dark shade) and 1st to 99th (light 
shade) percentile ranges. 
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2.3 Damage Module 

¢ƘŜ ŘŀƳŀƎŜ ƳƻŘǳƭŜ Ŏƻƴǘŀƛƴǎ ǘƘŜ ŎƻǊŜ άŘŀƳŀƎŜ ŦǳƴŎǘƛƻƴǎέ ƛƴ ǘƘŜ {/-GHG estimation process. Damage 

functions translate changes in temperature and other physical impacts of climate change into monetized 

estimates of net economic damages. The damage functions capture multiple net damage pathways that 

can be broadly divided into market and non-market pathways. Some net economic damages are 

experienced through markets, such as changes in net agricultural productivity, net energy expenditures, 

and property damage from increased flood risk. Examples of net damages experienced through the 

nonmarket pathways include changes in net mortality rates and changes in ecosystem services, including 

those provided by biodiversity.  

As discussed above, the SC-GHG estimates used in the EPAΩǎ analyses to date have maintained the damage 

functions contained in the default version of the DICE, FUND, and PAGE IAMs as used in the peer-reviewed 

literature. Specifically, the damages functions underlying the IWG SC-GHG estimates used since 2013 are 

taken from DICE 2010 (Nordhaus 2010); FUND 3.8 (Anthoff and Tol 2013a, 2013b); and PAGE 2009 (Hope 

2013).73 These models all take stylized, reduced-form approaches to estimating monetized damages as a 

function of temperature change and sea level rise. They use a suite of underlying studies to calibrate their 

damage functions. FUND 3.8 takes a regional bottom-up approach to specify the damage function by 

calibrating to or building up disaggregated pieces consisting of 14 separate damage categories using 

studies and assumptions relating to each category. Damages in DICE 2010 are an aggregate based on a 

calibration of sectoral damages (Nordhaus and Boyer 2000) and scaled using aggregate damages. PAGE 

2009 employs a regionalized hybrid approach with an estimate of four categories of damages: economic, 

sea level rise, nonmarket, and άdiscontinuitiesέ όƴƻƴƭƛƴŜŀǊ ŜȄǘǊŜƳŜ ŜǾŜƴǘǎ74). 

TƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦƻǊ ǘƘŜ ŘŀƳŀƎŜ ƳƻŘǳƭŜΣ ǎŎƛŜƴǘƛŦƛŎ ƭƛǘŜǊŀǘǳǊŜ ƻƴ ŎƭƛƳŀǘŜ 

damages, updates to models that have been developed since 2010, as well as the public comments 

received on individual EPA rulemakings and the L²DΩǎ February 2021 TSD, have all helped to identify 

available sources of improved damage functions. The IWG (e.g., IWG 2010, 2016a, 2021), the National 

Academies (2017), comprehensive studies (e.g., Rose et al. 2014), and public comments have all 

recognized that DICE 2010, FUND 3.8, and PAGE 2009 do not include all the important physical, ecological, 

and economic impacts of climate change. The climate change literature and the science underlying the 

 
73 The damages functions underlying the IWG SC-GHG estimates used from 2010 to 2013 came from earlier versions 

of each model: DICE 2007 (Nordhaus 2008), FUND 3.5 (Narita et al. 2010), and PAGE 2002 (Hope 2006). The newer 

versions of each model that have been used by the IWG since 2013 included a number of updates related to their 

damage functions. For example, DICE 2010 included a re-calibrated damage function with an explicit representation 

of economic damages from sea level rise. Updates in FUND 3.8 included revised damage functions for space heating, 

SLR, and agricultural impacts. PAGE 2009 added an explicit representation of SLR damages, revisions to ensure 

damages do not exceed 100% of GDP, a change in regional scaling of damages, revised treatment of potential abrupt 

damages, and updated adaptation assumptions. See IWG (2013) for more discussion of each of these changes. 
74 Additional damages from an extreme event, such as extreme melting of the Greenland ice sheet, were multiplied 
by the probability of the event occurring and added to the damage estimate. In PAGE 2009, a ƭŀǊƎŜπǎŎŀƭŜ 
discontinuity becomes possible when the temperature rises beyond some threshold value between 2 and 4°C. The 
model assumes that only one discontinuity can occur and that the impact is phased in over a period of time, but 
once it occurs, its effect is permanent. See IWG (2016a) for more discussion. 
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economic damage functions have evolved, and DICE 2010, FUND 3.8, and PAGE 2009 now lag behind the 

most recent research.  

The challenges involved with updating damage functions have been widely recognized. Functional forms 

and calibrations are constrained by the available literature and need to extrapolate beyond warming 

levels or locations studied in that literature. Research and public resources focused on understanding how 

these physical changes translate into economic impacts have been significantly less than the resources 

focused on modeling and improving our understanding of climate system dynamics and the physical 

impacts from climate change (Auffhammer 2018). Even so, as illustrated in Figure 2.3.1, there has been a 

large increase in research on climate impacts and damages in the time since DICE 2010, FUND 3.8, and 

PAGE 2009 were published. There continues to be wide variation in methodologies and scope of studies, 

such that care is required when synthesizing the current understanding of impacts or damages.  

Figure 2.3.1: Research on Climate Impacts, 1990-202175 

Source: Greenstone (2016), updated in 2021. 

 

Approaches to developing a damage module for SC-GHG estimation can be generally grouped into two 

broad categories: those that estimate a damage function by calibrating to or building up disaggregated 

 
75 In many cases, the three IAMs used different studies for calibration. This is particularly true of FUND, which used 
studies relating to different subsectors of the model, whereas DICE and PAGE did not have as detailed a sectoral 
breakdown. That means that summing across these different models is likely valid in all but a few isolated cases. The 
blue bars include studies uncovered from a comprehensive literature review in the economics literature (and a few 
others in public health or relevant disciplines) by the Climate Impact Lab through early 2016. Each of the studies 
counted in blue was determined by CIL to have employed a research design that allowed for the causal interpretation 
of results (Greenstone 2016). 
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pieces, and studies that estimate an aggregate global damage function directly. The more disaggregated 

approach typically involves spatially explicit and sectoral or category-specific modeling of relevant 

processes and then aggregates regional or sectoral damages.76 Alternatively, the aggregate global damage 

function estimation approach often relies on meta-analysis techniques (e.g., as in recent versions of DICE 

(DICE 2013R and DICE 2016)) or total-economy empirical studies that econometrically estimate the 

relationship between GDP and a climate variable, usually temperature (e.g., used in part in the most 

recent version of the PAGE model (PAGE 2020 (Kikstra et al. 2021)). There are also more complex ways to 

estimate damage functions directly (e.g., that have been used in extensions of DICE) and through expert 

elicitation (e.g., Pindyck 2019, Howard and Sylvan 2021). Based on a review of available studies using 

these approaches, the SC-GHG estimates presented in this report rely on three damage functions. They 

are: 

1. a subnational-scale, sectoral damage function estimation (based on the Data-driven Spatial 

Climate Impact Model (DSCIM) developed by the Climate Impact Lab (CIL 2023, Carleton et al. 

2022, Rode et al. 2021)),  

2. a country-scale, sectoral damage function estimation (based on the Greenhouse Gas Impact Value 

9ǎǘƛƳŀǘƻǊ όDL±9ύ ƳƻŘŜƭ ŘŜǾŜƭƻǇŜŘ ǳƴŘŜǊ wCCΩǎ {ƻŎƛŀƭ /ƻǎǘ ƻŦ /ŀǊōƻƴ LƴƛǘƛŀǘƛǾŜ (Rennert et al. 

2022b), and  

3. a meta-analysis-based global damage function estimation (based on Howard and Sterner (2017)).  

Each is discussed in turn.  

2.3.1 Damage Module based on the Data-driven Spatial Climate Impact Model (DSCIM)  

DSCIM was developed by the Climate Impact Lab (CIL). CIL is a multidisciplinary consortium of climate 

scientists, economists, computational experts, researchers, and analysts building empirically derived, 

local-level estimates of the net damages from climate change and empirically based SC-GHG estimates.77 

The DSCIM modeling runs performed for the estimates presented in this report are described in the 

September 2023 DSCIM User Manual (CIL 2023). DSCIM monetizes climate damages for nearly 25,000 

global impact regions using econometric methods that account for local conditions, including adaptation 

investments, when estimating the effect of climate change on sector specific outcomes. These local 

damages are aggregated to develop an estimate of global damages as a function of global temperature 

changes. The damage functions for DSCIM are constructed through a five-step process. First, researchers 

collect and harmonize historic climate and socioeconomic data for each sector. Second, using variation in 

 
76 Consistent with the terminology used by the National Academies (2017) and many researchers in the academic 
literature on the SC-GHG, in this report άǎŜŎǘƻǊέ ƛǎ generally used to refer to climate impact categories, rather than 
specific industry sectors (e.g., agriculture, manufacturing, construction) of the economy.  In the relatively few studies 
that rely on multisectoral, multiregional economic computable general equilibrium (CGE) models to build damage 
functions, the term may be used in the more traditional way to refer to economic sectors. CGE models calibrate to 
region-sector impact estimates but account for more interactions among regions, impacts, supply, and demand 
factors. 
77 The Climate Impact Lab team combines experts from the University of California, Berkeley, the Energy Policy 
Institute at the University of Chicago (EPIC), Rhodium Group, Rutgers University, University of California, Santa 
Barbara, and University of Delaware. More information on the individual researchers and institutions involved in the 
Climate Impact Lab can be found at: http://www.impactlab.org/. 

http://www.impactlab.org/
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short-run weather and cross-sectional variation in the long-run average climate and socioeconomic 

conditions, they econometrically estimate the effect of changes in local climatic conditions on sector-

specific outcomes, accounting for the adaptive effects of climate and socioeconomics, which can alter the 

sensitivity of outcomes to local climate. Third, they use a revealed preference approach to infer the 

adaptation costs incurred by populations as they adapt to warming, drawing on research by Guo and 

Costello (2013) and Deryugina and Hsiang (2017).78 Fourth, they project sector-specific outcomes and 

associated monetized damages into the future by combining the econometric results with a probabilistic 

ensemble of high-resolution downscaled climate projections from 33 global climate models79 and 

aggregate the local damages to global damages. Finally, they use these projections to estimate global 

damages as a time-varying reduced-form function of global mean surface temperature. The advantage to 

this approach is that global damage estimates reflect the empirically derived local impact relationships, 

and account for the uncertainty in economic growth, temperature change, and adaptation. For the DSCIM 

model runs in this report, the outputs of the socioeconomic module (Section 2.1) and the GMST output 

from the climate module (Section 2.2) are used as inputs in DSCIM.80    

At present, DSCIM includes the estimation of climate damages occurring in five impact categories: health, 

energy, labor productivity, agriculture, and coastal regions (CIL 2023).81 Table 2.3.1 summarizes key 

ŜƭŜƳŜƴǘǎ ƻŦ 5{/LaΩǎ ŘŀƳŀƎŜ ŦǳƴŎǘƛƻƴ ŜǎǘƛƳŀǘƛƻƴ ƳŜǘƘƻŘǎ ƛƴ ŜŀŎƘ ƻŦ ǘƘŜǎŜ ŦƛǾŜ categories. The health 

component includes the value of net changes in hot- and cold-related mortality risk (Carleton et al. 2022). 

The building block of the global mortality damage function is the estimation of temperature's impact on 

mortality rates using historical data. The mortality data is assembled from various sources at the 

subnational spatial scale82 for 40 countries covering 38% of the global population.83 Temporal coverage 

for each country ranges from 13 years (1997-2010) to over 40 years (e.g., 1968-2010 for the U.S.) across 

the sample. The age-specific mortality-temperature response is estimated as a linear function of nonlinear 

 
78 The method for estimating the costs of adaptation reflects that people invest in adaptive behaviors and 
technologies until the costs of doing so just equal the protective benefits. The protective benefits are observed 
through the changes in the estimated sensitivity of outcomes to temperature (or rainfall or sea level rise) as the 
climate gradually warms. The estimated measures of these benefits are used to back out the costs of the adaptation. 
See Carleton et al. (2022) for more discussion. 
79 See CIL (2023) for a detailed discussion of the ensemble of climate projections. 
80 To incorporate the RFF-SPs for model runs performed for this report, DSCIM uses an emulator approach that allows 
for the use ƻŦ ǇǊƻōŀōƛƭƛǎǘƛŎ ǎƻŎƛƻŜŎƻƴƻƳƛŎǎ ƛƴ 5{/LaΩǎ ƘƛƎƘly complex and disaggregated damage system. The 
emulator weights the outcome of annual global aggregate damage functions, that are estimated using the suite of 
SSP-RCP combinations, according to how closely the socioeconomics characteristics each year match those 
contained in the RFF-SPs. See CIL (2023) for more details. The use of this emulator approach is an approximation to 
modeling large numbers of probabilistic scenarios directlyΣ ǿƘƛŎƘ ǿŀǎ ƴƻǘ ŦŜŀǎƛōƭŜ ƛƴ 5{/LaΩǎ computationally 
intensive and high spatial resolution environment and offers an additional source of methodological uncertainty in 
the DSCIM-based results presented in this report.  
81 CIL plans to update DSCIM regularly with representation of additional sectors (CIL 2023). 
82The mortality data is at the second administrative level (e.g., county), first administrative level (e.g., state), or 
somewhere in between.  
83 Carleton et al. (2022) also have data from India (which increases coverage to 55% of the global population) but 
are unable to include it in the main estimation of the mortality-temperature response function due to the absence 
of age-specific mortality statistics. Instead, the authors use the India data to assess external validity of their 
extrapolation methods and find the model άgenerates conservative predictions of mortality impacts of climate 
change in India, a hot and poor region of the globeέ όǇΦ 26). 
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daily grid-level temperature and precipitation data transformations. This specification, together with the 

inclusion of fixed effects to account for any time-varying trends or shocks to age-specific mortality rates 

unrelated to climate, allows them to isolate the impact of year-to-year, within-location variation in 

temperature and rainfall on mortality. Additionally, this model recovers the effect of climate-driven 

adaptation (e.g., more cooling systems) and income growth on the shape of the temperature mortality 

relationship, as observed in the historical record using cross-sectional variation in long-run average 

conditions. These econometric estimates are combined with high-resolution projections of climate, 

income, and demographics to compute age-specific projected impacts of climate change under multiple 

emissions scenarios at the scale of ~25,000 global regions. While the main specification of DSCIM employs 

an age-adjusted valuation approach for monetizing net health damages (inclusive of adaptation costs), in 

the results presented in this report, the projected changes in premature mortality are monetized using 

country-level population-average measures of the willingness-to-pay for mortality risk reductions.84  

The energy component includes energy expenditures from temperature-related changes in electricity and 

direct fuel consumption across residential, commercial, and industrial end-uses (Rode et al. 2021).  Rode 

et al. provide the first estimate of the global impact of climate change on total energy consumption using 

globally comprehensive data, accounting for economic development and adaptive behavior. Energy 

consumption data for electricity and other fuels is compiled from the International Energy Agency and is 

available at the country-by-year level for 146 countries from 1971 to 2010. Daily historical climate data 

are aggregated to annual, country-level observations following the method in Carleton et al. (2022), which 

preserves local-level nonlinearities in the relationship between energy consumption and temperature. 

Modeled energy responses to temperature changes reflect income changes and climate adaptation (e.g., 

installation of air conditioning in areas that currently have little penetration and more frequent operation 

of existing air conditioning equipment). Similar to Carleton et al., the modeled energy-temperature 

relationship for a local impact region is a function of conditions at that location. This allows the authors 

to compute the additional impact of climate change on energy consumption, net of local factors (e.g., 

income) that will change in the future. Using the same income and climate projections as in Carleton et 

al. (2022), Rode et al. compute projected impacts of climate change on electricity and other fuels 

consumption under multiple emissions scenarios at the scale of ~25,000 global regions.85 To value these 

impacts, the results presented in this report use country-level energy prices from the International Energy 

!ƎŜƴŎȅΩǎ όL9!ύ World Energy Outlook (IEA 2017) and Energy Prices and Taxes (IEA 2018) dataset. Prices are 

 
84 Specifically, projected changes in premature mortality in the U.S. are monetized using the same value of mortality 

risk reduction as in the EPAΩǎ regulatory analyses ($4.8 million in 1990 (1990USD)) and adjusted for income growth 

and inflation following current EPA guidelines and practice (EPA 2010) and consistent with EPA Science Advisory 

Board (SAB) advice (see e.g., EPA 2011, OMB 2003), resulting in a 2020 value of $10.05 million (2020USD). Valuation 

of mortality risk changes outside the U.S. is based on an extrapolation of the EPA value that equalizes willingness-

to-pay as a percentage of per capita income across all countries (i.e., using an assumed income elasticity of 1). The 

use of a benefits transfer approach based on a positive income elasticity is consistent with the approach used in the 

default version of the models and published studies used in this report (e.g., Rennert et al. 2022b, Carleton et al. 

2022, Diaz 2016), and other academic literature. See Appendix A.7 for more discussion.   
85 Additional energy consumption from temperature-related changes is a defensive expenditure for climate change 
impacts. Bartik (1988) shows that defensive expenditures of this sort are a lower bound of the compensating surplus 
associated with a reduction in environmental quality. As such, the estimate of monetized net damages in this sector 
are a lower bound on the theoretically correct welfare impact. 
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extrapolated into the future based on the growth rates projected in the U.S. Energy Information 

Administration's Annual Energy Outlook 2021 (EIA 2021). Specifically, based on the AEO projections, prices 

are assumed to grow at an annual rate of -0.27% and 0.82% for electricity and other fuels, respectively. 

See CIL (2023) for more discussion.  

The labor productivity component of the model captures the value of labor losses, as measured in labor 

disutility, from responses in daily temperature (Rode et al. 2022). Evidence shows that workers in 

industries such as agriculture, construction, manufacturing, transport, and utilities reduce their hours 

worked when outdoor temperatures deviate from average temperatures.86 Daily variation in weather for 

seven countries representing about 30% of the global population is used to econometrically estimate 

subnational labor supply responses to temperature changes. The labor response is estimated to be an 

inverted U-shaped relationship, with lost labor occurring at extreme hot and cold temperatures, for high-

risk, weather-exposed sectors and low-risk sectors. The labor supply temperature response is projected 

globally and over time, following Carleton et al. (2022) and Rode et al. (2021). It includes predicted shifts 

towards less weather-exposed industries as a function of average income per capita and long-run average 

temperature, analogous to other forms of adaptation accounted for in Carleton et al. (2022) and Rode et 

al (2021). The value of lost productivity is monetized as the compensating wage increase needed to offset 

the temperature change's disutility. 

DSCIM captures the net production impact of climate change in the agriculture sector by computing 

projected impacts for six globally and regionally important staple crops that represent two thirds of global 

crop caloric production: maize, wheat, rice, soybean, sorghum, and cassava (Hultgren et al. 2022). The 

DSCIM reduced-form econometric approach simultaneously captures the combined impact of biophysical 

crop responses and producer decision-making to account for the costs, benefits, and adoption rates of 

producer adaptations as they are observed in practice around the world. This contrasts with prior analyses 

that rely on agronomic process-based models to explicitly characterize the biophysical processes to 

project yields. DSCIM accounts for several types of adaptation. First, the model allows for within-crop 

adaptations such as varietal switching and other changes in production methods, such as irrigation, 

fertilization, and planting dates. Second, in the monetization step, the results are multiplied by 0.45 to 

account for crop switching and trade protective effects, from frictionless trade within continents and 

global trade networks, based on an average of the estimates in prior research documenting these 

quantities (e.g., Rising and Devineni 2020; Costinot et al. 2016; Gouel and Laborde 2021; {ǘŜŦŀƴƻǾƛŏ et al. 

2016). The DSCIM results presented in this report also account for the fertilization benefits of CO2 

emissions on crop yields based on established estimates in the literature (Moore et al. 2017).   

Finally, the coastal component of DSCIM estimates damages resulting from sea level rise inundation in 

coastal regions. As described in Section 2.2, the GMSL projections are based on the probabilistic FACTS 

ƳƻŘŜƭ ǘƘŀǘ ƛǎ ōŜƛƴƎ ǳǎŜŘ ƛƴ Lt//Ωǎ !wс ǊŜǇƻǊǘ όYƻǇǇ Ŝǘ ŀƭΦ нлмсΣ DŀǊƴŜǊ Ŝǘ ŀƭΦ нлнмύΦ To generate a damage 

function relating GMSL to welfare loss, probabilistic local mean sea level (LMSL) projections are used as 

inputs to an updated version (Depsky et al. 2023) of the Coastal Impact and Adaptation Model (CIAM) 

(Diaz 2016). These projections come from LocalizeSL (Kopp et al. 2017), using AR5 emissions trajectories. 

The updated CIAM model (pyCIAM) estimates highly localized SLR related damages (Diaz 2016). CIAM is a 

 
86 See Rode et al. (2021) for a listing of literature across many disciplines that have studied the effects of temperature 
on worker performance and labor, dating back to Huntington (1922).  
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deterministic optimization model that chooses the least-cost adaptation strategy for each of the 9,000 

coastal segments defined in the Sea Level Impacts Input Dataset by Elevation, Region, and Scenario 

(SLIIDERS, Depsky et al. 2023)87 after accounting for local physical and socioeconomic characteristics.88 

Damages are then estimated as the costs associated with the selected adaptation strategy plus the 

residual damages due to inundation, wetland loss, and flooding.   

 

 
87 The SLIIDERS dataset provides details on local physical and socioeconomic characteristics. The original CIAM uses 
12,148 coastal segments in the Dynamic Interactive Vulnerability Assessment (DIVA) database. The use of 9,000 
segments in DSCIM is just the result of Depsky et al. (2023ύΩǎ ǊŜ-optimization of the coastal segment choices (e.g., in 
the original CIAM inputs, 10% of the 12,000 global segments were in French Polynesia). 
88 In CIAM the adaptation choice set includes ten total adaptation strategy options. Each strategy is a combination 
of an adaptation option and, in cases of taking adaptive measures, a discrete level.  The three adaptation options 
are (1) retreating inland from the coastline, (2) protecting coastal communities and infrastructure, or (3) taking no 
adaptive measures. The protection option has four available levels, corresponding to 10, 100, 1000, and 10000-year 
maximum storm surge height. The retreat option has the same available levels as protection, in addition to a 
minimum level corresponding to the mean sea level rise. The decision maker first selects the lowest-cost 
combination of these across the full model horizon, and then chooses the degree of investment in coastal defense 
against several different return periods, under the assumption of perfect foresight about SLR conditions. See Section 
3.2 for related details on modeling assumptions and limitations. 
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Table 2.3.1: Current Coverage of Climate Damages in DSCIM 

Impact 
Category 

Damage 
Components 
Represented 

Empirical Basis for 
Damage Function 

Estimation 

Accounting for 
Adaptation 

Documentation 

Health 
Heat- and cold-

related mortality 

Subnational annual 
mortality statistics for 40 
countries covering 38% 
of global population; 

1990-2010 or longer for 
most countries 

Accounts for adaptative 
effects of income 

growth and estimates 
the costs of adaptive 
investments using a 
revealed preference 

approach 

Carleton et al. 
(2022) 

Energy 

Expenditures for 
electricity and 

other direct fuel 
consumption 

Annual country-level 
energy consumption 

data (residential, 
commercial, and 

industrial) by energy 
source for 146 countries, 

1971-2010 

Accounts for both 
climate- and 

socioeconomics-driven 
adaptive responses  

Rode et al. (2021) 

Labor 
Productivity 

Labor disutility 
costs from labor 
supply responses 

to increased 
temperature 

Daily worker-level labor 
supply data (minutes 

worked) from 7 
countries representing 
nearly 30% of global 

population 

Accounts for shifts in 
workforce composition 
to less weather-exposed 

industries 

Rode et al. (2022) 

Agriculture 

Production 
impacts for six 

crops: maize, rice, 
wheat, soybeans, 

sorghum, and 
cassava 

Subnational crop 
production data for over 

12,658 sub-national 
administrative units 
from 55 countries 

Accounts for CO2 

fertilization effects, 
varietal switching, 

changes in production 
methods (e.g., irrigation, 

fertilization, planting 
dates), crop switching, 

and trade effects  

Hultgren et al. 
(2022) 

Coastal 
regions 

Impacts of SLR as 
realized through 

inundation, 
migration, 

protection, dry 
and wetland loss, 
and mortality and 
physical capital 
loss from SLR 

Numerous empirical 
findings are used to 

parameterize the CIAM 
process model for 9,000 
coastal segments. (Low 

levels of SLR in the 
historical record prohibit 

the use of a fully 
empirical model) 

Reflects retreat or 
protective infrastructure 

and costs under an 
optimal adaptation 

scenario with perfect 
foresight of SLR 

Kopp et al. (2016) 
and Garner et al. 

(2021) for SLR; Diaz 
(2016) and Depsky 

et al. (2023) for 
damages 

 

2.3.2 Damage Module Based on the Greenhouse Gas Impact Value Estimator (GIVE)  

The second damage module used in this report is taken from the GIVE integrated assessment model (IAM). 

GIVE is an open-source IAM developed under the Resources for the Future Social Cost of Carbon Initiative 

in collaboration with dozens of researchers from private and public institutions across the globe, spanning 

a wide range of disciplines (Rennert et al. 2022b). The model was developed in direct response to the 

National Academies (2017) recommendations surrounding needed improvements in the estimation of the 
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SC-GHG. The damage function component of the model is structured in such a way that it can 

accommodate additional damage categories underlying the estimation of the SC-GHG, making it 

particularly attractive for incorporating future research and findings.89 Moreover, the model can 

accommodate components with differing temporal and spatial resolutions. The model can be estimated 

deterministically (fixed parameter) or in a Monte Carlo (random parameter) setting, sampling from 

socioeconomic, climate, and damage function distributions to allow for uncertainty within and across each 

of its components. In the model runs performed for this report, the outputs of the socioeconomic module 

and the GMST projections from the climate module described above serve as inputs to the damage 

function components of GIVE.  

At present, GIVE includes estimation of climate damages occurring in four sectors or impact categories: 

health, energy, agriculture, and coastal regions.90 The damage functions reflect recent scientific 

advancements in the peer-reviewed literature. Table 2.3.2 ǎǳƳƳŀǊƛȊŜǎ ƪŜȅ ŜƭŜƳŜƴǘǎ ƻŦ DL±9Ωǎ ŘŀƳŀƎŜ 

function estimation methods in in each of these four categories. The health damage function is based on 

a recent study authored by a collaboration of public health, epidemiology, climatology, and economics 

ŜȄǇŜǊǘǎ ƛƴ ǊŜǎǇƻƴǎŜ ǘƻ ǘƘŜ нлмт bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ό/ǊƻƳŀǊ Ŝǘ ŀƭΦ нлннύΦ The authors, 

along with an additional panel of convening experts, conducted a systematic review and meta-analysis of 

health impacts related to climate change. Then, regionally resolved all-cause mortality estimates from 

increases in temperature were generated through a random-effects pooling of studies that were 

identified in the systematic review.91 Net changes in mortality risk associated with increased average 

annual temperatures were estimated for all global regions varying in their effect size and uncertainty 

across each of the 9 regions. The resulting changes in premature mortality are mapped to country-specific 

baseline mortality projections and rates such that premature mortality from global climate change is 

unique to all 184 countries. Uncertainty in the mortality damage function is parametric and sampled from 

the region-specific coefficient that relates GMST to changes in premature mortality.  The GIVE model 

monetizes the projected changes in premature mortality using country-level population-average 

measures of the willingness-to-pay for mortality risk reduction (Rennert et al. 2022b), consistent with 

methodology used in the DSCIM model runs presented in this report and described above.  

The energy damage function component of GIVE is based on a recent multidisciplinary study that 

estimates the relationship between changes in building energy expenditure (net heating and cooling 

expenses) and changes in local temperature and climate (Clarke et al. 2018). That study used the Global 

Change Analysis Model (GCAM) that models regional changes in heating and cooling expenditures as a 

proportion of regional gross domestic product resulting from changes in regional temperatures. That is, 

for each of the 12 GCAM regions, Clarke et al. (2018) find an approximately linear relationship between 

degrees of temperature change and net change in energy expenditures. Reflecting this, the climate-

 
89 The GIVE model is built on the Mimi.jl platform, an open-source package for constructing modular integrated 
assessment models, www.mimiframework.org. GIVE is written using the Julia programming language which allows 
for extremely fast estimation times. 
90 The modular nature of GIVE offers a straightforward way to add other damage functions and sectors. For example, 
nonuse biodiversity losses are currently under development based on an approximation of studies such as Brooks 
and Newbold (2014) (Official communication with GIVE model developers, 2023). 
91 A total of 33 unique health studies, most of which were extensive multi-locational studies, were included in Cromar 
et al. (2022). Studies were predominately from North America, Europe, and East Asia and thus some of the more 
populous parts of the world were underrepresented (Cromar et al. 2022).         

http://www.mimiframework.org/
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expenditure relationship from Clarke et al. (2018) is estimated within GIVE by a regional linear regression 

that yields region-specific damage functions to estimate changes in net energy expenditures within each 

of the 184 countries in the model.  

The agriculture damage function component of GIVE follows Moore et al. (2017). It is derived using (1) a 

meta-analysis of over 1,000 published temperature-yield response estimates from 55 unique studies, and 

(2) an open-source computable general equilibrium (CGE) model that estimates the welfare consequences 

(as equivalent variation) of climate-induced productivity changes, accounting for adjustments in 

agricultural markets including trade patterns, consumption, and production. The productivity changes (for 

maize, rice, wheat, and soybeans) are based on biophysical crop impacts documented in the literature. 

Productivity impacts include both within-crop adaptations (e.g., varietal and planting date changes) as 

well as CO2 fertilization using estimates of the size of these effects from the meta-analysis. Welfare 

changes at 1, 2 and 3 degrees of warming calculated from the CGE model give damage functions for 140 

regions. GIVE maps the regions to all 184 countries for country-level effects on crop production. Within 

GIVE, the non-parametric uncertainty provided in Moore et al. (2017) is converted to parametric damage 

uncertainty and used in the Monte Carlo estimation.  

The fourth damage component in GIVE connects the BRICK sea level rise (SLR) model (Wong et al. 2017) 

and the CIAM model (Diaz 2016) to estimate SLR induced coastal damages from temperature change. As 

described in Section 2.2, GMST and ocean heat content from FaIR 1.6.2 are used as inputs to BRICK to 

generate projections of GMSL. As in the damage module described above based on DSCIM, the GMSL 

projections are downscaled to a 1-degree grid (Slangen et al. 2014) and used as inputs to CIAM to estimate 

local adaptation decisions and their associated costs.92 Since CIAM is a deterministic model, uncertainty 

in coastal damages is the result of uncertainty in BRICK that arises due to the RFF-SP probabilistic emission 

scenarios and sampled climate and sea level parametric uncertainty.  

 
92 As noted in Section 2.3.1, CIAM includes 12,148 unique coastal segments. Of these 11,835 correspond to countries 
included in the GIVE model. See Rennert et al. (2022b) for a full description.  
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Table 2.3.2: Current Coverage of Climate Damages in GIVE 
Impact 

Category 
Damage Components 

Represented 
Empirical 

Basis/ Methodology 
Accounting for Adaptation Documentation 

Health 
Heat- and cold-

related mortality risk 

Pooled effect estimates 
(36 studies across 9 

regions) for changes in 
temperature on 

mortality risk, by region 

Observed responses to 
changes in temperature 

are assumed to persist into 
the future 

Cromar et al. 
(2022) 

Energy 
Expenditures for 

space heating and 
cooling in buildings 

Regional costs of energy 
consumption, 

temperature, and 
climate 

Implicit in the regional 
relationship between 
increases in energy 
expenditures and 

temperature 

Clarke et al. 
(2018) 

Agriculture 

Welfare changes 
from temperature 
driven changes in 
production of four 
crops: maize, rice 

wheat, and soybeans 

Meta-analysis of 1,010 
yield effect estimates 
from 55 studies and 
computable general 

equilibrium (CGE) model 
of trade 

Explicit in the estimation of 
the damage function 

through assumed changes 
in on-farm, within-crop, 
management practices. 
Adaptive adjustments in 

agricultural markets 
through changes in crops, 
trade, consumption, and 

production patterns. 

Moore et al. 
(2017) 

Coastal 
regions 

Impacts of SLR as 
realized through 

inundation, 
migration, protection, 
dry and wetland loss, 

and mortality and 
physical capital loss 

from SLR 

Numerous empirical 
findings are used to 

parameterize the CIAM 
process model for 

11,835 coastal segments 

Reflects retreat or 
protective infrastructure 

and costs under an optimal 
adaptation scenario with 
perfect foresight of SLR 

Wong et al. 
(2017) for SLR; 
Diaz (2016) for 

damages 

 
The damage functions in DSCIM and GIVE represent substantial improvements relative to the damage 

functions underlying the SC-GHG estimates used by the EPA to date in reflecting the forefront of scientific 

understanding about how temperature change and SLR lead to monetized net (market and nonmarket) 

damages for several categories of ŎƭƛƳŀǘŜ ƛƳǇŀŎǘǎΦ ¢ƘŜ ƳƻŘŜƭǎΩ spatially explicit and impact-specific 

modeling of relevant processes allows for improved understanding and transparency about mechanisms 

through which climate impacts are occurring and how each damage component contributes to the overall 

results, consistent with ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ recommendations. DSCIM addresses common criticisms 

related to the damage functions underlying current SC-GHG estimates (e.g., Pindyck 2017) by developing 

multi-sector, empirically grounded damage functions.93 The damage functions in the GIVE model offer a 

ŘƛǊŜŎǘ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƻŦ ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ ƴŜŀǊ-term recommendation to develop updated 

sectoral damage functions that are based on recently published work and reflective of the current state 

of knowledge about damages in each sector. Specifically, the National Academies noted that ά[t]he 

literature on agriculture, mortality, coastal damages, and energy demand provide immediate 

 
93 Note that Pindyck has consistently noted that modeling and damage category considerations are not a reason to 
ŀōŀƴŘƻƴ ǘƘŜ ǎƻŎƛŀƭ Ŏƻǎǘ ƻŦ ƎǊŜŜƴƘƻǳǎŜ ƎŀǎŜǎΤ tƛƴŘȅŎƪ Ƙŀǎ ŎƻƴǎƛǎǘŜƴǘƭȅ ǎǳǇǇƻǊǘŜŘ ǳǇŘŀǘƛƴƎ ǘƘŜ L²DΩǎ Ǉŀǎǘ ŜǎǘƛƳŀǘŜǎ 
(Pindyck 2013, 2017, 2019, 2021). 
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opportunities to update the [models]έ (National Academies 2017, p. 199), which are the four damage 

categories currently in GIVE. A limitation of both models is that the sectoral coverage is still limited, and 

even the categories that are represented are incomplete. For example, the coastal damage estimates in 

both models do not fully reflect the consequences of SLR-driven salt-water intrusion and erosion, or SLR 

damages to coastal tourism and recreation. In addition, neither DSCIM nor GIVE yet accommodate 

estimation of other categories of temperature driven climate impacts (e.g., morbidity, conflict, migration, 

biodiversity loss) and only a limited subset of damages from changes in precipitation (e.g., while 

precipitation is considered in the agriculture sectors in both DSCIM and GIVE, neither model takes into 

account impacts of flooding, changes in rainfall from tropical storms, and other precipitation related 

impacts). Other missing elements are damages that result from other physical impacts (e.g., ocean 

acidification, non-temperature-related mortality such as diarrheal disease and malaria) and the many 

feedbacks and interactions across sectors and regions that can lead to additional damages.94,95 See Section 

3.2 for more discussion of omitted damage categories and other modeling limitations. DSCIM and GIVE 

do account for the most commonly cited benefits associated with CO2 emissions and climate change ς CO2 

crop fertilization and declines in cold related mortality. As such, while the GIVE- and DSCIM-based results 

presented in this report provide state-of-the-science assessments of key climate change impacts, they 

remain partial estimates of future climate damages resulting from incremental changes in CO2, CH4, and 

N2O. One advantage of the modular approach used by these models is that future research on new or 

alternative damage functions can be incorporated in a relatively straightforward way. DSCIM and GIVE 

developers have work underway on other impact categories that may be ready for consideration in future 

updates (e.g., morbidity and biodiversity loss).  

2.3.3 Damage Module Based on a Meta-Analysis Approach  

Given the still relatively narrow sectoral scope of the recently developed DSCIM and GIVE models, this 

report includes a third damage function that reflects a synthesis of the state of knowledge in other 

published climate damages literature. Studies that employ meta-analytic techniques96 offer a tractable 

and straightforward way to combine the results of multiple studies into a single damage function that 

represents the body of evidence on climate damages that pre-ŘŀǘŜ /L[ ŀƴŘ wCCΩǎ ǊŜǎŜŀǊŎƘ ƛƴƛǘƛŀǘƛǾŜǎΦ  

Meta-analysis is a common tool in empirical research. Within the climate change literature, meta-analyses 

have been used to analyze physical and sector impacts (e.g., Moore et al. 2017, Hoffmann et al. 2020, 

Cromar et al. 2022) and to directly estimate aggregate global damage functions. The first use of meta-

analysis to combine multiple climate damage studies was done by Tol (2009) and included 14 studies. The 

studies in Tol (2009) served as the basis for the global damage function in DICE starting in version 2013R 

(Nordhaus 2014). The damage function in the most recent published version of DICE, DICE 2016, is from 

an updated meta-analysis based on a rereview of existing damage studies and included 26 studies 

 
94 The one exception is that the agricultural damage function in DSCIM and GIVE reflects the ways that trade can 
help mitigate damages arising from crop yield impacts. 
95 See Section 3.2 for more discussion of omitted categories of climate impacts and associated damages. 
96 Meta-analysis is a statistical method of pooling data and/or results from a set of comparable studies of a problem. 
Pooling in this way provides a larger sample size for evaluation and allows for a stronger conclusion than can be 
provided by any single study. Meta-analysis yields a quantitative summary of the combined results and current state 
of the literature.  
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published over 1994-2013 (Nordhaus and Moffat 2017). Howard and Sterner (2017) provide a more recent 

published peer-reviewed meta-analysis of existing damage studies (published through 2016) and account 

for additional features of the underlying studies.97 They address differences in measurement across 

studies by adjusting estimates such that the data are relative to the same base period. They also address 

issues related to double counting by removing duplicative estimates. Dependence across climate-damage 

estimates can arise over time due to the common practice of calibrating climate-model damage functions 

based on previous estimates in the climate damage literatureΦ IƻǿŀǊŘ ŀƴŘ {ǘŜǊƴŜǊΩǎ ǊŜǾƛŜǿ ƛŘŜƴǘƛŦƛŜŘ ор 

studies that meet their a priori selection criteria, of which 15 were dropped because they duplicated 

studies already in the sample. Their final sample is drawn from 20 studies that were published through 

2015.  

Howard and Sterner (2017) present results under several specifications, and their analysis shows that the 

estimates are somewhat sensitive to defensible alternative modeling choices. IƻǿŀǊŘ ŀƴŘ {ǘŜǊƴŜǊΩǎ main 

specifications vary across two dimensions: (1) whether the sample includes estimates from studies that 

consider large temperature changes (i.e., above 4°C), and (2) whether the econometric specification 

explicitly accounts for different damage channels underlying  the studies, such as studies that attempt to 

account for the effect of climate impacts on economic productivity, and whether or not the estimates of 

those damage channels should be additive to the primary damage estimate in the model.  

Regarding the first dimension, this report focuses on a specification that includes estimates across the full 

ǊŀƴƎŜ ƻŦ ǘŜƳǇŜǊŀǘǳǊŜ ŎƘŀƴƎŜǎ ŎƻƴǎƛŘŜǊŜŘ ƛƴ ǘƘŜ ǳƴŘŜǊƭȅƛƴƎ ǎǘǳŘƛŜǎΦ IƻǿŀǊŘ ŀƴŘ {ǘŜǊƴŜǊΩǎ (2017) 

reasoning for considering only estimates for temperature changes below 4°C is that, in their modeling, 

most present value damages occur before 2100 and at or below 4°C.98 Applying the same logic would lead 

to the opposite conclusion in the current modeling framework. After incorporating major advancements 

in the socioeconomics, climate and discounting modules, as discussed in sections 2.1, 2.2, and 2.4, a 

significant share of the temperature anomaly distribution exceeds 4°C based on RFF-SPs and FAIR1.6.2 

over the modeling horizon (2020 to 2300) and a significant amount of estimated discounted damages 

occur after 2100 (see Section 3). The coefficient estimate on the temperature variable in the specification 

in Howard and Sterner (2017) used in this report (i.e., the specification that includes estimates of damages 

at all temperatures, including those above 4°C) is smaller in magnitude than in the specification which 

limits the analysis to studies that estimate damages at temperatures less than 4°C.99 Thus, the 

 
97 New meta-regressions incorporating more recent global damage estimates are starting to become available.  See, 
for example, working papers by Howard and Sterner (2022), Tol (2022), and Barrage and Nordhaus (2023). Barrage 
and Nordhaus (2023) explain that the newest version of DICE, DICE 2023, is being developed using a damage function 
specification based on studies surveyed in Piontek et al. (2021), which overlaps closely with the set of studies 
ǊŜǾƛŜǿŜŘ ōȅ ǘƘŜ Lt//Ωǎ !wс όIPCC 2022).  
98 !ǎ ƴƻǘŜŘ ƛƴ ǘƘŜ ǇǳōƭƛǎƘŜŘ ǇŀǇŜǊΣ άΧǘƘŜ ƳŀƧƻǊƛǘȅ όŀǇǇǊƻȄƛƳŀǘŜƭȅ ǘǿƻ-thirds) of the 2015 SCC estimate for DICE 

2013R correspond to impacts occurrƛƴƎ ǘƘƛǎ ŎŜƴǘǳǊȅΦΧŦƻǊ ǿƘƛŎƘ ŜǎǘƛƳŀǘŜǎ ŦƻǊ ŀǇǇǊƻȄƛƳŀǘŜƭȅ п°C or less are more 
ƎŜǊƳŀƴŜέ όIƻǿŀǊŘ ŀƴŘ {ǘŜǊƴŜǊ нлмтΣ ǇΦ ннлύΦ 
99 In a recent follow-up working paper, Howard and Sterner (2022) further explore the uncertainties in the limited 
number of damage estimates corresponding to temperature increases above 4°C and emphasize that the 
specification from Howard and Sterner (2017) that includes estimates of damages at all temperatures, which is used 
in this report, likely produces an underestimate of climate damages. 
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specification used in this report reflects an estimate of the relationship between temperature and climate 

damages from Howard and Sterner that leads to a lower estimate of the SC-GHG, all else equal.  

Regarding the second dimension, this report ŦƻŎǳǎŜǎ ƻƴ IƻǿŀǊŘ ŀƴŘ {ǘŜǊƴŜǊΩǎ ŜǎǘƛƳŀǘƛƻƴ ƻŦ ŎƻƳōƛƴŜŘ 

damage channelsτthe primary damage coefficient in their model. This choice, to exclude the coefficients 

on catastrophic and productivity effects, is consisteƴǘ ǿƛǘƘ ǘƘŜ ŀǳǘƘƻǊǎΩ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ƛƴ ǘƘŜ 

published paper and follows the method Nordhaus (2019) uses to adjust the default damage function in 

DICE 2016 to reflect the findings of Howard and Sterner's meta-ŀƴŀƭȅǎƛǎΦ ¢ƘŜ ŀǳǘƘƻǊǎΩ ǊŀǘƛƻƴŀƭŜ ŦƻǊ 

excluding the estimated coefficients on the control variables100 for catastrophic damages and productivity 

impacts in the primary specification of the damage function was άōŜŎŀǳǎŜ ƻŦ ǘƘŜƛǊ ƳƛȄŜŘ [statistical] 

significance and volatility across the various specificatioƴǎΦέ ¢ƘŜ ŎŀǘŀǎǘǊƻǇƘƛŎ ŘŀƳŀƎŜǎ ŎƻŜŦŦƛŎƛŜƴǘ ƛǎ 

identified by five older studies which, while illustrative about the potential importance of such effects, are 

not grounded in empirical evidence or explicit modeling of tipping elements and other effects 

contemplated by the authors to lead to catastrophes.101 There is a need for improved methods for 

quantifying and incorporating these types of important elements of damages in future updates (e.g., 

through modeling specific tipping points and Earth system feedback effects). See section 3.2 for further 

discussion of these considerations. 

Productivity damages in Howard and Sterner (2017) are identified by four studies (2 statistical and 2 CGE) 

and the coefficient on the productivity indicator is estimated to be positive but not statistically different 

from zero in any of the specifications.102 Given the statistical insignificance of the estimated coefficient on 

the productivity indicator in the published Howard and Sterner meta-analysis, the SC-GHG estimates 

presented in this report do not rely on IƻǿŀǊŘ ŀƴŘ {ǘŜǊƴŜǊΩǎ specifications that include productivity 

effects. This ƛǎ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ ŀǳǘƘƻǊǎΩ ǊŜŎƻƳƳŜƴŘations in the published paper, to only consider the 

inclusion of the productivity impact in sensitivity analysis.103 However, the question of whether the effects 

of climate change impacts (e.g., temperature, tropical cyclones, and other extreme weather events) on 

the economy are only temporary or persistent is an active area of research. Over the past decade, a host 

of empirical studies have found evidence of temperature changes having persistent effects on the 

economy (e.g., Dell et al. 2012; Burke et al. 2015; Moore and Diaz 2015; Deryugina and Hsiang 2017; Ricke 

et al. 2018; Burke and Tanutama 2019; Colacito et al. 2019; Henseler and Schumacher 2019; Kahn et al. 

2021; Kumar and Khanna 2019; Bastien-Olvera et al. 2022); this is an important finding because even small 

changes in economic growth rates accumulate into large economic impacts over time. EPA will continue 

 
100 These control variables indicate IƻǿŀǊŘ ŀƴŘ {ǘŜǊƴŜǊΩǎ ŎŀǘŜƎƻǊƛȊŀǘƛƻƴ ƻŦ ǿƘŜǘƘŜǊ ǘhe underlying damage 
estimates account ŦƻǊ ǇƻǘŜƴǘƛŀƭ ŦƻǊ άŎŀǘŀǎǘǊƻǇƘƛŎέ ƛƳǇŀŎǘǎ ƻǊ account for the effects of climate change on economic 
growth. 
101 The 5 studies from which Howard and Sterner (2017) take damage estimates that were considered to include 
catastrophic damages were: Nordhaus (2014), Nordhaus (2008), Weitzman (2012) via Ackerman et al. (2012), 
Ackerman at al. (2012) adjusting Hanemann (2008), Meyer and Cooper (1995). 
102 ¢ƘŜ ǘŜǊƳ άǇǊƻŘǳŎǘƛǾƛǘȅέ ǳǎŜŘ ƛƴ ǘƘŜ IƻǿŀǊŘ ŀƴŘ {ǘŜǊƴŜǊ όнлмтύ ŘŀƳŀƎŜ ŦǳƴŎǘƛƻƴ ƛǎ ŘƛǎǘƛƴŎǘ ŦǊƻƳ ǘƘŜ ŜƳǇƛǊƛŎŀƭƭȅ 
grounded micro-economic labor productivity described in the DSCIM damages model. Instead, productivity in 
Howard and Sterner (2017) relates to the ongoing debate about persistence in damages as measured by changes in 
economic growth over time.  
103 Howard and Sterner (2017) conclude that άΧƎƛǾŜƴ ǘƘŜ ŘŜōŀǘŜ ƻǾŜǊ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ŎƭƛƳŀǘŜ ŎƘŀƴƎŜ ƻƴ ǇǊƻŘǳŎǘƛǾƛǘȅ 
and economic growth (Dell et al. 2012; Burke et al. 2015; Howard [and Sylvan] 2015), we recommend conducting an 
ŀƴŀƭȅǎƛǎ ƻŦ ǎŜƴǎƛǘƛǾƛǘȅ ǘƻ ǘƘŜ ƛƴŎƭǳǎƛƻƴ ƻŦ ǘƘŜ ǇǊƻŘǳŎǘƛǾƛǘȅ ƛƳǇŀŎǘΦέ 
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to follow advances in the literature on methodologies for identifying and quantifying productivity effects 

of climate change. Finally, unlike Howard and Sterner (2017), the model runs performed for this report do 

not adopt a 25% adder (as used in the DICE model (e.g., Nordhaus 2017)) to account for unknown or 

missing damages for the meta-analysis-based damage module. Taken together, this report uses the 

damage function specification (excluding duplicate studies) from Howard and Sterner (2017) that leads to 

the lowest SC-GHG estimates, all else equal.104
 

2.3.4 Comparing the Three Damage Modules   

Each of the three damage modules ς based on DSCIM, GIVE, and the Howard and Sterner (2017) meta-

analysis ς is separately estimated in combination with the socioeconomics, climate, and discounting 

modules described elsewhere in this section. The sectoral damage modules in GIVE and DSCIM are based 

on different underlying information, data sources, and estimation methods.105  GIVE and DSCIM are both 

independent lines of evidence from the meta-analysis-based damage module since the studies underlying 

ŜŀŎƘ ǎŜŎǘƻǊŀƭ ŘŀƳŀƎŜ ƳƻŘǳƭŜǎ ƛƴ DL±9 ŀƴŘ 5{/La ŀǊŜ ƴƻǘ ƛƴŎƭǳŘŜŘ ƛƴ IƻǿŀǊŘ ŀƴŘ {ǘŜǊƴŜǊΩǎ όнлмтύ Ŧƛƴŀƭ 

sample of studies. Figure 2.3.2 illustrates the shape of the damage function across the three models. 

Specifically, the figure presents projections of total damages from climate change in 2100 as a function of 

GMST change. The points represent a random subset of the Monte Carlo simulation (5k of the 10k 

simulations) where the socioeconomic and climate module parameters are consistent across damage 

modules (i.e., the first trial of DSCIM takes the same socioeconomic pathways and climate parameters as 

the first trial of GIVE and the meta-analysis-based damage function). The global damage functions shown 

here are generated using estimated damages in 2100 (the points) and regressing on temperature and 

temperature squared in 2100 at the mean (solid line), and quantile regressions at the median (dashed 

lines), 5th to 95th (dark shade) and 1st to 99th (light shade) percentiles. In GIVE and the meta-analysis, the 

Monte Carlo estimation also samples from the joint distributions of parametric damage function 

uncertainty. As detailed in Section 2.3.2 and Appendix A.8, the Monte Carlo estimation in GIVE reflects 

the damage uncertainty in the health and agriculture impact categories, but not energy and coastal.    

As seen in Figure 2.3.2, there are notable differences between the damage functions. On average, DSCIM 

estimates lower damages but predicts a more rapidly increasing damage function beyond 4 degrees 

Celsius, compared to GIVE that has increasing but consistent damages throughout the temperature range. 

The meta-analysis-based damage function reflects the explicit quadratic nature of the published Howard 

and Sterner (2017) damage function. Section 3 presents the resulting SC-GHG estimates based on each 

 
104 ¢ƘŜ ǎǘǳŘȅ ŀǳǘƘƻǊ ŎƻƴŦƛǊƳŜŘ ǘƘŀǘ 9t! ǎŜƭŜŎǘŜŘ ǘƘŜ ǇŀǇŜǊΩǎ Ƴƻǎǘ ŎƻƴǎŜǊǾŀǘƛǾŜ ǎǇŜŎƛŦƛŎŀǘion 
(https://www.regulations.gov/docket/EPA-HQ-OAR-2021-0317/comments?filter=EPA-HQ-OAR-2021-0317-2398). 
This ǎǇŜŎƛŦƛŎŀǘƛƻƴ ƻŦ IƻǿŀǊŘ ŀƴŘ {ǘŜǊƴŜǊΩǎ ǊŜǎǳƭǘǎ (i.e., using the estimated temperature coefficient in specification 
7 presented in Table 2 of their paper) is also provided as an alternative damage function option in the GIVE model 
(Rennert et al. 2022b). When the Howard and Sterner (2017) damage function is used within the GIVE model, the 
other damage sectors (agriculture, mortality, energy, and coastal) are turned off and the Monte Carlo simulation 
samples from all relevant model parameter distributions including those underlying the Howard and Sterner (2017) 
meta-analysis damage parameters.  
105 Only one component of the methodology for calculating coastal damages is common across the two models. Both 
DSCIM and GIVE rely on the CIAM model developed by Diaz (2016) to estimate the economic damages resulting from 
projections of SLR. 

https://www.regulations.gov/docket/EPA-HQ-OAR-2021-0317/comments?filter=EPA-HQ-OAR-2021-0317-2398
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damage module combined with the socioeconomic and climate modules and discusses the importance of 

omitted climate impacts and associated damages.   
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Figure 2.3.2: Annual Consumption Loss as a Fraction of Global GDP in 2100 due to an Increase in Annual 
Global Mean Surface Temperature in the three Damage Modules 

 
GDP loss functions are generated using estimated damages in 2100 (points) and regressing on temperature and temperature 
squared at the mean (solid line), and quantile regressions at the median (dashed lines), 5th to 95th (dark shade) and 1st to 99th 
(light shade). 5,000 of the 10,000 points for each module are randomly selected to simplify the presentation of damages. DSCIM 
estimates damages relative to global mean surface temparatures between 2000-2010 and was normalized here to 1850-1900 to 
be consistent with GIVE and the meta-analysis. GIVE and the meta-analysis presented here include the full uncertainty underlying 
each module in the Monte Carlo analysis, DSCIM observations present climate and socioeconomic uncertainty (no statistical 
uncertainty from the underlying damage functions). The IPCC (2021a) notes that present day global mean surface temperatures 
in the year 2020 are around 1.1 °C above preindustrial (1850-1900) levels.  
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2.4 Discounting Module 

GHG emissions are stock pollutants, in which damages result from the accumulation of the pollutants in 

the atmosphere over time. Because GHGs are long-lived, subsequent damages resulting from emissions 

today occur over many decades or centuries, depending on the specific GHG under consideration.106 

In calculating the SC-GHG, the stream of future marginal damages, as estimated by the damage modules 

discussed in Section 2.3, is calculated in terms of reduced consumption (or monetary consumption 

equivalents). The stream of future damages is then discounted to its present value in the year when the 

additional unit of emissions was released. Given the long time horizon over which the damages are 

expected to occur, the approach to discounting greatly influences the present value of future damages.  

Arrow et al. (1995) outlined two main approaches to determine the discount rate for climate change 

ŀƴŀƭȅǎƛǎΣ ǿƘƛŎƘ ǘƘŜȅ ƭŀōŜƭŜŘ άŘŜǎŎǊƛǇǘƛǾŜέ ŀƴŘ άǇǊŜǎŎǊƛǇǘƛǾŜΦέ ¢ƘŜ ŘŜǎŎǊƛǇǘƛǾŜ ŀǇǇǊƻŀŎƘ ǊŜŦƭŜŎǘǎ ŀ ǇƻǎƛǘƛǾŜ 

(non-ƴƻǊƳŀǘƛǾŜύ ǇŜǊǎǇŜŎǘƛǾŜ ōŀǎŜŘ ƻƴ ƻōǎŜǊǾŀǘƛƻƴǎ ƻŦ ǇŜƻǇƭŜΩǎ ŀŎǘǳŀƭ ŎƘƻƛŎŜǎ ς e.g., savings versus 

consumption decisions over time, and allocations of savings among more and less risky investments. 

Advocates of this approach generally call for inferring the discount rate from market rates of return 

ōŜŎŀǳǎŜ άƴƻ ƧǳǎǘƛŦƛŎŀǘƛƻƴ ŜȄƛǎǘǎ ŦƻǊ ŎƘƻƻǎƛƴƎ ώŀ ǎƻŎƛŀƭ ǿŜƭŦŀǊŜ ŦǳƴŎǘƛƻƴϐ ŘƛŦŦŜǊŜƴǘ ŦǊƻƳ ǿƘŀǘ 

ŘŜŎƛǎƛƻƴƳŀƪŜǊǎ ŀŎǘǳŀƭƭȅ ǳǎŜέ (Arrow et al. 1995).  

In addition, the Kaldor-Hicks potential compensation test ς one theoretical foundation for the benefit-

cost analyses in which the SC-GHG will be used ς suggests that market rates should be used to discount 

future benefits and costs. This is because the market interest rate would govern the returns potentially 

set aside today to compensate future individuals for the climate damages that they bear (e.g., Just et al. 

2004). TƘŜ ǿƻǊŘ άǇƻǘŜƴǘƛŀƭƭȅέ indicates that there is no assurance that returns will be set aside to provide 

compensation, and the very idea of compensation is difficult to define in the intergenerational context. 

On the other hand, societies provide compensation to future generations through investments in human 

capital and the resulting increase in knowledge, infrastructure and other physical capital, and the 

maintenance and preservation of natural capital.  

In contrast, the prescriptive (normative) approach specifies a social discount rate that formalizes the 

normative judgments that the decision-maker wants to incorporate into the policy evaluation. That is, it 

defines from the decision-ƳŀƪŜǊΩǎ ǇŜǊǎǇŜŎǘƛǾŜ how interpersonal comparisons of utility should be made 

and how the welfare of future generations should be weighed against that of the present generation. 

wŀƳǎŜȅ όмфнуύΣ ŦƻǊ ŜȄŀƳǇƭŜΣ ŀǊƎǳŜŘ ǘƘŀǘ ƛǘ ƛǎ άŜǘƘƛŎŀƭƭȅ ƛƴŘŜŦŜƴǎƛōƭŜέ ǘƻ ŀǇǇƭȅ ŀ ǇƻǎƛǘƛǾŜ ǇǳǊŜ ǊŀǘŜ ƻŦ ǘƛƳŜ 

preference to discount values across generations.  

Additional concerns motivate adjusting descriptive discount rates. Future generations' preferences 

regarding consumption versus environmental amenities may not be the same as those today, raising 

concerns about using the current market rate on consumption to discount future climate-related 

damages. Furthermore, markets for relatively riskless assets with a maturity similar to an 

intergenerational horizon, akin to the horizon over which climate change impacts are realized, do not exist 

(Gollier and Hammit 2014). Others argue that the discount rate should be below market rates to correct 

 
106 άGHGs, for example, CO2, methane, and nitrous oxide, are chemically stable and persist in the atmosphere over 
time scales of a decade to centuries or longer, so that their emission has a long-term influence on the climate. 
Because these gases are long lived, they become ǿŜƭƭ ƳƛȄŜŘ ǘƘǊƻǳƎƘƻǳǘ ǘƘŜ ŀǘƳƻǎǇƘŜǊŜέ όLt// нллтb). 
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for market distortions and uncertainties or inefficiencies in intergenerational transfers of wealth (Howard 

and Schwartz 2022).  

Further, a concern about discount rates developed using either the descriptive or prescriptive approach 

is that they tend to obscure important heterogeneity in the population. For instance, many individuals 

smooth consumption by borrowing with credit cards that have relatively high rates. Some are unable to 

access traditional credit markets and rely on payday lending operations or other high-cost forms of 

smoothing consumption. This behavior may reflect rational intertemporal preferences, or it may reflect 

other factors such as present bias, lack of financial literacy, and other distortionary effects of poverty 

(Haushofer and Fehr 2014; Lusardi and Mitchell 2014). When evaluating social discount rates, some 

consideration should be given to the heterogeneity of preferences in the population.  

The EPAΩǎ analyses rely primarily on the descriptive approach to inform the choice of a discount rate for 

SC-GHG estimation, consistent with the rationale outlined in IWG TSDs (e.g., IWG 2010, 2021) and 9t!Ωǎ 

economic analysis guidelines (EPA 2010). With a recognition of its limitations, the IWG found this 

approach to be the most defensible and transparent given its consistency with both the standard 

contemporary theoretical foundations of benefit-cost analysis and the approach recommended ōȅ ha.Ωǎ 

existing guidance.  

In 2010, the IWG specifically elected to use three constant discount rates: 2.5%, 3%, and 5% per year. The 

3% rate was included as consistent with the default recommendation provided in ha.Ωǎ Circular A-4 (OMB 

2003) guidance for the consumption rate of interest. The IWG found that the consumption rate of interest 

is the correct discounting concept to use when the future damages from climate change are estimated in 

consumption-equivalent units, as is done in the IAMs used to estimate the SC-GHG.107 The 3% rate was 

roughly consistent with the average rate of return for long-term Treasury notes calculated at the time the 

OMB guidance was published. The upper rate of 5% was included to represent the possibility that climate-

related damages are positively correlated with market returns, which would imply a certainty-

equivalent108 risk-adjusted rate higher than the consumption rate of interest. The low rate, 2.5%, was 

included to incorporate the concern that interest rates are highly uncertain over time, which would imply 

a risk-free certainty-equivalent rate lower than the consumption rate of interest. Additionally, a rate 

below the consumption rate of interest would also be justified if the return to investments in climate 

mitigation is negatively (or weakly) correlated with the overall market rate of return. The use of this lower 

rate was also deemed responsive to certain judgments based on the prescriptive or normative approach 

for selecting a discount rate and related ethical objections about rates of 3% or higher.109 Further details 

about selecting these rates are presented in the 2010 TSD (IWG 2010). 

 
107 Appendix A.2 provides additional detail on why the consumption discount rate is the appropriate rate to be used 
in estimating the SC-GHG. 
108 The certainty-equivalent discount rate is the certain discount rate that is equivalent to an uncertain discount rate 
in terms of the discount factor over a particular horizon (National Academies 2017). See National Academies (2017) 
for more explanation of this and other discounting terminology. 
109 Circular A-4 (OMB 2003) recognized these concerns when recommending consideration of discount rates below 
3% when a rule has important intergenerational benefits or costs. Circular A-4 (2023) likewise recognized these 
concerns when recommending consideration of discount rates below the near-term social rate of time preference 
when a rule has important intergenerational benefits or costs (OMB 2023). 
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Based on a review of the literature and data on consumption discount rates, the public comments received 

on individual EPA rulemakings, and the February 2021 TSD (IWG 2021), and the National Academies (2017) 

recommendations for updating the discounting module, this report uses discount rates that reflect more 

recent data on the consumption interest rate and uncertainty in future rates. The approach presented in 

this report continues to rely on a descriptive approach to discounting but more fully captures the role of 

uncertainty in the discount rate in a manner consistent with the other modules. Specifically, rather than 

using a constant discount rate, the evolution of the discount rate over time is defined following the latest 

empirical evidence on interest rate uncertainty and using a framework originally developed by Ramsey 

(1928) that connects economic growth and interest rates. The Ramsey approach explicitly reflects (1) 

preferences for utility in one period relative to utility in a later period and (2) the value of additional 

consumption as income changes. The resulting dynamic discount rate provides a notable improvement 

over the constant discount rate framework for SC-GHG estimation.110 Specifically, it provides internal 

consistency within the modeling and a more complete accounting of uncertainty111 consistent with 

economic theory (Arrow et al. 2013, Cropper et al. 2014) and the National AcademiesΩ (2017) 

recommendation to employ a more structural, Ramsey-like approach to discounting that explicitly 

recognizes the relationship between economic growth and discounting uncertainty. The following 

sections provide an overview of the Ramsey discounting formula and then describe the calibration of the 

new set of dynamic discount rates. 

2.4.1 The Ramsey Formula 

The Ramsey formula for discounting is derived from work by Frank Ramsey (1928) and others (Cass 1965, 

Koopmans 1963) on the optimal level of consumption and saving. The formula describes the optimal 

consumption discount rate as a function that explicitly reflects: (1) preferences for utility in one period 

relative to utility in a later period όŎŀƭƭŜŘ ǘƘŜ άǇǳǊŜ ǊŀǘŜ ƻŦ ǘƛƳŜ ǇǊŜŦŜǊŜƴŎŜέύ; and (2) the value of additional 

consumption as income changes. These factors are combined in the following equation, 

ὶ ” –Ὣȟ                                                                       2Ȣ4Ȣ1  

where ὶ is the consumption discount rate in year ὸ, ” is the pure rate of time preference, – is the elasticity 

of marginal utility with respect to consumption, and Ὣ ƛǎ ǘƘŜ ǊŜǇǊŜǎŜƴǘŀǘƛǾŜ ŀƎŜƴǘΩǎ ŎƻƴǎǳƳǇǘƛƻƴ ƎǊƻǿǘƘ 

rate in year ὸ.112  

 
110 Peer reviewers highlighted this improvement. For example, one reviewer concluded: άThe Ramsey formulation 
adopted in this section is an improvement over past discounting approaches, in my opinion since it allows for 
dynamic discount rates and long-term intertemporal trade-offs which is key to the climate change issue.έ !ǎ ŀƴƻǘƘŜǊ 
reviewer Ǉǳǘ ƛǘΥ άώǘϐhe discounting module applied in the EPA report appropriately represents the biggest advance 
from the prior SC-CO2 efforts.έ 
111 As noted in Circular A-4 (2003)Σ άǘƘŜ ƭƻƴƎŜǊ ǘƘŜ ƘƻǊƛȊƻƴ ŦƻǊ ǘƘŜ ŀƴŀƭȅǎƛǎΣέ ǘƘŜ ƘƛƎƘŜǊ ǘƘŜ άǳƴŎŜǊǘŀƛƴǘȅ ŀōƻǳǘ ǘƘŜ 
ŀǇǇǊƻǇǊƛŀǘŜ ǾŀƭǳŜ ƻŦ ǘƘŜ ŘƛǎŎƻǳƴǘ ǊŀǘŜέ (OMB 2003). Or as noted in Circular A-п όнлноύΣ ά.ŜŎŀǳǎŜ ŦǳǘǳǊŜ ŎƘŀƴƎŜǎ ƛƴ 
the social rate of time preference are uncertain but correlated over time, the certainty-equivalent discount rate will 
ƘŀǾŜ ŀ ŘŜŎƭƛƴƛƴƎ ǎŎƘŜŘǳƭŜΦέ 
112 The economic framework in this report implicitly assumes an exogenous fixed savings rate. With this assumption, 
consumption growth and income (GDP) growth are equivalent. A more restrictive assumption that leads to the same 
result would be to assume that the savings rate is zero and consumption is equivalent to income. Relaxing the fixed 
savings rate assumption would require adding further complexity to calculate the optimal savings rate in each year.        
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The pure rate of time preference, ”, is the rate at which the representative agent discounts utility in future 

periods due to a preference for utility sooner rather than later. The elasticity of marginal utility with 

respect to consumption, –, defines the rate at which the well-being from an additional dollar of 

consumption declines as the level of consumption increases. In this context, it is common to assume that 

well-being can be described by an isoelastic utility function, where utility, ό, is a power function with 

respect to consumption, ὧ, such that 

όὧ  
ὧ
1

1 –
 Ȣ                                                                       2Ȣ4Ȣ2 

This function implies that the elasticity of marginal utility with respect to consumption is a constant value, 

– (i.e., for a given percent increase in baseline consumption, the benefit of an additional unit of 

consumption decreases by a proportional percentage). The term, Ὣ, defines the projected change in 

consumption per capita over time. Under the common assumption of a constant savings rate, Ὣ would 

be expected to change with income over time.113,114 When using the Ramsey formula to estimate the SC-

GHG, the per capita consumption growth rate, Ὣ is calculated net of baseline climate change damages as 

estimated by the damage modules described in Section 2.3. 

The use of the Ramsey formula provides internal consistency within the modeling between the socio-

economic scenarios and the discount rate. With uncertainty in the per capita consumption growth rate, 

the Ramsey discount rate becomes a dynamic parameter within the modeling framework that reflects 

how uncertainty about future conditions has implications for how future impacts are valued. Gollier 

(2014) showed that when there is uncertainty in future consumption growth, the distribution of discount 

rates defined by the Ramsey formula will have a certainty-equivalent risk-free discount rate path that 

declines over time, under standard assumptions about individual preferences. This is particularly true 

when shocks to consumption growth are positively correlated over time, as they are in the probabilistic 

scenarios described in Section 2.1. The declining certainty-equivalent risk-free discount rate implied by 

the Ramsey formula reflects that additional climate change damages are a greater burden to society in 

future states of the world with relatively lower economic growth. Damages in low economic growth states 

of the world are given greater weight than if those same damages were realized in a future state of the 

world with relatively higher economic growth, all else equal (Gollier and Weitzman 2010). The declining 

certainty-equivalent discount rate implied by the Ramsey formula is also consistent with the empirical 

literature on discount rates under uncertainty (e.g., Newell and Pizer 2003, Bauer and Rudebusch 2023).115 

 
113 More information on the derivation of the Ramsey formula can be found in Dasgupta (2020) and Gollier (2013). 
114 There is no requirement in the model that the growth in consumption per capita, Ὣ, be positive. If ” is close to 
zero, then the discount rate will be negative when Ὣ is negative. The SC-GHG estimates in this report include trial 
years in which the discount rate is negative. Most of these instances are due to negative growth rates in the RFF-
SPs, but some trial years have a negative Ὣ only after subtracting baseline climate damages as recommended by 
Kelleher and Wagner (2019). For these trial years, damages grow faster than consumption.  
115 The approach employed in this report should not be confused with applying an exogenously specified declining 
discount rate. There are similarities, in that incorporating economic uncertainty in the Ramsey equation yields a 
declining certainty-equivalent discount rate. However, the application of an exogenously specified declining discount 
rate would fail to capture the way in which the correlation between uncertain climate damages and uncertain 
economic growth affect estimates of the SC-GHG. 
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The use of the Ramsey formula also provides internal consistency in that it accounts for correlation 

between climate change damages and consumption growth when discounting. This correlation is often 

ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ ǘƘŜ άŎƭƛƳŀǘŜ ōŜǘŀ,έ and is a measure of the covariance of future consumption growth and 

marginal climate damages (see Appendix A.4 for a detailed discussion). The climate beta can be explicitly 

represented in the risk-adjusted discount rate (Gollier 2014, Dietz et al. 2018, Howard and Schwartz 2022, 

Prest 2023). If climate change damages are positively correlated with consumption growth (e.g., if climate 

damages are higher in wealthier states of the world or if the willingness to pay to avoid climate impacts 

increases with consumption or emissions), then a higher risk-adjusted discount rate should be used 

because climate mitigation policies would have a relatively smaller impact on utility in states of the world 

with a higher consumption levels and a lower marginal utility of consumption. On the other hand, if 

climate change damages are negatively correlated with consumption growth (e.g., if relatively less 

adaptation is available at lower consumption levels, or if climate damages slow consumption growth by 

altering available resources or capital stocks), then a lower risk-adjusted discount rate should be used 

because climate mitigation policies would have a relatively higher impact on utility in states of the world 

with lower consumption and a higher marginal utility of consumption. Different types of damages and 

damages in different regions can correlate differently, or not correlate, with consumption growth, and 

adaptation and mitigation may affect these relationships.    

The approach used for this report is to use the risk-free consumption rate of discount, given by the Ramsey 

formula, in conjunction with probabilistic growth scenarios and modeling climate change damages under 

uncertainty. This approach ensures that correlation between climate change damages and economic 

growth within the model is appropriately captured in the SC-GHG estimates. That is, the SC-GHG is 

calculated as %᷿ Ὡ άὨ , where Ὡ  is the Ramsey discount factor at time ὸ and άὨ is 

the marginal damages at time ὸ.116 The equation inside the expectation operator is calculated for each 

Monte Carlo trial using the probabilistic scenarios of the RFF-SPs. By using the Ramsey formula, the 

covariance between economic growth, Ὣ, and marginal damages, άὨ, is automatically reflected in the 

expected value of discounted marginal damages. The SC-GHG is then the value for emissions reductions 

based on uncertain future returns and is inclusive of the risk premium. Scenarios in which marginal 

damages are high at the same time consumption growth is high will be discounted at a higher rate when 

using the Ramsey formula. On the other hand, scenarios in which marginal damages are high when 

consumption growth is low will be discounted at a lower rate. The Ramsey formula therefore provides an 

internally consistent approach to capturing these effects, and exogenous adjustments to the discount rate 

are not required.  

Incorporating dynamic discount rates through the application of the Ramsey formula remains widely used 

in the peer revieǿŜŘ ƭƛǘŜǊŀǘǳǊŜ ŀƴŘ ƛǎ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ όнлмтύ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ 

on discounting. It provides important improvements over the use of a static discount rate and 

incorporates links between the modules used in this report. While offering an important improvement, 

the Ramsey formula is an approximation of complex economic processes, and future research may 

provide methodological advancements that further improve the representation of those processes within 

dynamic discount rates. 

 
116 This is the continuous time equation for the SC-GHG. In practice, we estimate the marginal damages on an annual 
basis. See Appendix A.3 for the discrete time version of this equation.  
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2.4.2 Calibration of Discount Rate Distributions 

The National Academies όнлмтύ ǊŜŎƻƳƳŜƴŘŜŘ ǘƘŀǘ ǘƘŜ L²D άŎƘƻƻǎŜ ǇŀǊŀƳŜǘŜǊǎ ŦƻǊ ǘƘŜ wŀƳǎŜȅ ŦƻǊƳǳƭŀ 

that are consistent with theory and evidence and that produce certainty-equivalent discount rates 

consistent, over the next ǎŜǾŜǊŀƭ ŘŜŎŀŘŜǎΣ ǿƛǘƘ ŎƻƴǎǳƳǇǘƛƻƴ ǊŀǘŜǎ ƻŦ ƛƴǘŜǊŜǎǘΦέ ¢ƘŜ {/-GHG estimates 

presented in this report adopt a descriptive approach to calibrating the Ramsey parameters, meaning that 

the parameters are calibrated based on observed interest rate data, consistent with the National 

!ŎŀŘŜƳƛŜǎΩ recommendation. Specifically, the parameters are calibrated following the Newell et al. (2022) 

calibration approach, as applied in Rennert et al. (2022a, 2022b). Under this approach, the parameters 

are calibrated such that (1) the decline in the certainty-equivalent discount rate path matches the latest 

empirical evidence on interest rate uncertainty estimated by Bauer and Rudebusch (2020, 2023) and (2) 

the average of the certainty-equivalent discount rate over the first decade matches a specified near-term 

consumption rate of interest. As described below, given the uncertainty about the appropriate starting 

rate, three near-term target rates (1.5%, 2.0%, and 2.5%) are used based on multiple lines of evidence on 

observed interest rate data. The calibration of the parameters is carried out using the same probabilistic 

socioeconomic scenarios presented in Section 2.1 to ensure internal consistency. This approach results in 

three discount rate paths and is consistent with the National Academies (2017) recommendation to use 

three sets of Ramsey parameters that reflect a range of near-term certainty-equivalent discount rates 

consistent with theory and empirical evidence on consumption rate uncertainty and uncertainty 

surrounding long-run socioeconomic and emissions projections.  

Specifying the near-term target rates. The near-term certainty-equivalent discount rate is calibrated 

based on observed interest rate data. Estimates of the risk-free consumption interest rate ς used to 

represent temporal preferences in benefit-cost analysis ς have generally focused on historical returns to 

long-term Treasury securities backed by the faith and credit of the U.S. Government. In particular, the 

ŜǎǘƛƳŀǘŜǎ ƻŦ ǘƘŜ ŎƻƴǎǳƳǇǘƛƻƴ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǇǳōƭƛǎƘŜŘ ƛƴ ha.Ωǎ /ƛǊŎǳƭŀǊ !-4 in 2003 are based on the real 

rate of return on 10-year Treasury Securities (FRED 2023b) from the prior 30 years (1973 through 2002).117 

However, there has been a substantial and persistent decline in real interest rates over the past four 

decades. Recent research has found that the decline in real interest rates reflects a reduction in the 

equilibrium real interest rate, suggesting that lower real interest rates are expected to persist (Bauer and 

Rudebusch 2020, 2023). These changes indicate the need for new estimates of the near-term 

consumption rate of interest that incorporate recent data. 

From 2003 onwards, it is possible to use the 10-Year Treasury Inflation-Protected Securities (TIPS) (FRED 

2023c) as a measure of the real rate of return on 10-Year Treasury Securities. Prior to the TIPS 

introduction, nominal returns on Treasury securities needed to be adjusted for inflation. To use the 

consumption interest rate as an estimate of social preferences for trading off consumption over time, the 

inflation adjustment should reflect investor expectations about inflation over the maturity period to 

produce an estimate of the tradeoff investors believe they are making. There are multiple approaches to 

adjusting the nominal rate for inflation expectations over the maturity of the security at the time of 

purchase. Three measures of inflation expectations are considered. The first is a ten-year moving average 

 
117 ¢ƘŜ ŜǎǘƛƳŀǘŜ ƻŦ ǘƘŜ ŎƻƴǎǳƳǇǘƛƻƴ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǇǳōƭƛǎƘŜŘ ƛƴ ha.Ωǎ /ƛǊŎǳƭŀǊ !-4 in 2023 is also based on the real 
rate of return on 10-year Federal Treasury marketable securities from the prior 30 years (1993 to 2022). Using this 
approach, Circular A-4 (2023) arrives at an estimate of 2.0%. 
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of the consumer price index (CPI) (FRED 2023a) prior to the year of the security issuance. This measure 

assumes that recent trends in inflation inform expectations over future inflation. The second is a ten-year 

moving average of inflation expectations as measured by the Livingston Survey, which is a survey of 

forecasters about key economic variables.118 This approach has been used in the economics literature to 

measure inflation expectations when examining real rates of return (e.g., Newell and Pizer, 2003). The 

third is the perceived inflation target rate όt¢wύ ŦǊƻƳ ǘƘŜ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ Cw.κ¦{ ƳƻŘŜƭΦ ¢ƘŜ t¢w ƛǎ ŀƴ 

expectation of long-run inflation estimated from the Survey of Professional Forecasters (SPF). For years 

before the inception of the SPF, the PTR is estimated econometrically.119 The PTR has also been used in 

the economics literature as a measure of inflation expectations when examining real rates of return (e.g., 

Fuhrer et al. 2012, Bauer and Rudebusch 2017, 2020, 2023).   

Table 2.4.1 presents the average real return on 10-Year Treasury securities for each of the three methods 

used to estimate inflation expectations for two time periods. The first is a 30-year period (1991-2020) 

following the approach taken by OMB in developing Circular A-4 (2003). The second is a 48-year period 

(1973-2020), which includes all the years originally used by OMB in developing Circular A-4 (2003) as well 

as more recent data (2003-2020). The average real returns are lower under the shorter time period, 

reflecting the decline in real interest rates over recent decades.120  

 

Table 2.4.1: Average Real Return on 10-Year Treasury Securities Based on Inflation Measure 

 Time Period 

Inflation Measure 1991-2020 1973-2020 

Consumer Price Index (CPI) 1.55% 2.12% 
Livingston Survey 1.62% 2.48% 
Perceived Inflation Target Rate (PTR) 1.98% 2.80% 

 

 
118 Federal Reserve Bank Philadelphia, Consumer Price Index seasonally adjusted, rate of growth over the period 
from the last monthly or quarterly historical value to the month that is 12 months beyond the survey date or four 
quarters beyond the survey date, Series name: G_BP_To_12M; https://www.philadelphiafed.org/-
/media/frbp/assets/surveys-and-data/livingston-survey/historical-data/meangrowthrate.xlsx. Additional 
information available at https://www.philadelphiafed.org/surveys-and-data/real-time-data-research/livingston-
survey. 
119 Board of Governors of the Federal Reserve System (US), Trend price inflation measured using survey data on 
ten-year inflation expectations, Series name: PTR; 
https://www.federalreserve.gov/econres/files/data_only_package.zip. Additional information on the FRB/US 
model and the PTR are available from the U.S. Federal Reserve at https://www.federalreserve.gov/econres/us-
models-about.htm. 
120 The average real return on 10-Year Treasury securities has, in general, trended downwards since the 1990s. The 
average real return on 10-Year Treasury securities in the period 2001-2020 was 1.1% and in the period 2011-2020 it 
was 0.2%. Based on empirical evidence, Bauer and Rudebusch (2023) utilize the year 1991 as a breakpoint when 
considering potential shifts in long-run mean of the interest rate process, which coincide with the start of the 30-
year period considered in Table 2.4.1. The focus on a 30-year period is also consistent with the approach used by 
OMB (2003) and OMB (2023) in developing guidance on consumption discount rates in Circular A-4. In addition, 
under the Ramsey approach used in this report, the certainty-equivalent discount rate for the first 30 years remains 
close to the near-term target, suggesting shorter time periods may not be adequately capturing the interest rate 
characteristics over the relevant time period.    

https://www.philadelphiafed.org/-/media/frbp/assets/surveys-and-data/livingston-survey/historical-data/meangrowthrate.xlsx
https://www.philadelphiafed.org/-/media/frbp/assets/surveys-and-data/livingston-survey/historical-data/meangrowthrate.xlsx
https://www.philadelphiafed.org/surveys-and-data/real-time-data-research/livingston-survey
https://www.philadelphiafed.org/surveys-and-data/real-time-data-research/livingston-survey
https://www.federalreserve.gov/econres/files/data_only_package.zip
https://www.federalreserve.gov/econres/us-models-about.htm
https://www.federalreserve.gov/econres/us-models-about.htm


 

69 
 
 

The consideration of more recent versus older data depends on whether the downward trend in real 

interest rates is due to structural changes in the economy that are expected to persist. Bauer and 

Rudebusch (2023) estimate the current equilibrium real interest using three empirical models for the 

interest rate process that allows for an evolution in the equilibrium real interest rate over time. Using a 

time series of 10-Year Treasury securities they estimate current equilibrium real interest rates of 1.3, 1.9, 

and 2.4%.121 When using a longer time series of long-term government securities, Bauer and Rudebusch 

(2023) estimate current equilibrium real interest rates of 1.5%, 2.3%, and 3.0%.122 

Other government assessments of consumption interest rates suggest a focus on a similar range. The U.S. 

/ƻƴƎǊŜǎǎƛƻƴŀƭ .ǳŘƎŜǘ hŦŦƛŎŜΩǎ [ƻƴƎ-Term Economic Projections forecast real rates on 10-Year Treasury 

securities that average 1.5% over the next decade and exceed 2% by 2050 (CBO 2022, 2023). The most 

recent Social Security Administration Trustees report (SSA 2023) uses three projections of the long-run 

real interest rate from 2035 to 2100 of 1.8%, 2.3%, and 2.8% based on their assessment of historical trends 

in the real interest rate.   

The range of consumption interest rates informed by the analysis of Treasury Securities is also consistent 

with recent empirical evidence of long-run discount rates implied by real estate markets. In an analysis of 

long-run and perpetual housing ownership contracts in the United Kingdom and Singapore, Giglio et al. 

(2015) find that the discount rate for 100-year claims is 2.6%. The authors argue that since real estate is a 

risky asset, this value provides an upper bound for the long-run risk-free rate of interest (Giglio et al. 2015, 

Giglio et al. 2021).  

The empirical evidence on central tendencies for the consumption interest rate is also consistent with 

recent surveys of economists and technical experts on the appropriate discount rate. Drupp et al. (2018) 

surveyed economists who have published at least one paper on discounting in a leading economics journal 

about the appropriate social discount rate, finding a mean of 2.3% and a median of 2%. Howard and Sylvan 

(2020) surveyed experts who have published at least one article related to climate change in a leading 

economics or environmental economics journal about the appropriate discount rate for calculating the 

SC-GHG, also finding a mean of 2.3% and a median of 2%. Pindyck (2019) also surveyed economists on 

discounting and other topics related to the SC-GHG and found a mean discount rate of 2.7% and a median 

of 2.0%. The 2% median value of the social discount rate from these surveys is often used in the academic 

literature (Hänsel et al. 2020, Howard and Sylvan 2020). 

The National Academies (2017) recommended the use of άǘƘǊŜŜ ǎŜǘǎ ƻŦ wŀƳǎŜȅ ǇŀǊŀƳŜǘŜǊǎΣ ƎŜƴŜǊŀǘƛƴƎ ŀ 

low, central, and high certainty-equivalent near-term discount rate, and three means and ranges of SC-

CO2 ŜǎǘƛƳŀǘŜǎΦέ Recent studies have found empirical evidence suggestive of a structural break in the 

 
121 Time series of 10-Year Treasury securities from 1968-2019 with a PTR based inflation adjustment. The lower 
ŜǎǘƛƳŀǘŜǎ ƛƴ ǘƘŜǎŜ ǘǿƻ ǊŀƴƎŜǎ ŀǊŜ ŦǊƻƳ .ŀǳŜǊ ŀƴŘ wǳŘŜōǳǎŎƘΩǎ (2020) univariate unobserved-components (UC) 
model and the higher estimate is from two autoregressive (AR) model based on Newell and Pizer (2003). When using 
1-Year Treasury securities Bauer and Rudebusch (2023) find lower estimates of the equilibrium real interest rate 
ranging from 0.5% to 1.3%. 
122 The lower estimates in these two ranges are from Bauer aƴŘ wǳŘŜōǳǎŎƘΩǎ (2020) univariate unobserved-
components (UC) model and the higher estimate is from two autoregressive (AR) model based on Newell and Pizer 
(2003). In their online appendix, Bauer and Rudebusch (2023) use a time series of long-term government securities 
from Newell and Pizer (2003), updated to include more recent data, that spans 1798-2019 and uses a ten-year 
moving average of the Livingston Survey CPI expectation as inflation adjustment after 1954.  
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interest rate process sometime during the 1990s that has been associated with declining equilibrium 

interest rates in recent decades (e.g., Del Negro et al. 2017, Christensen and Rudebusch 2019, and Bauer 

and Rudebusch 2020). Based on empirical evidence, Bauer and Rudebusch (2023) utilize the year 1991 as 

a breakpoint when considering potential shifts in long-run mean of the interest rate process. Given the 

evidence of structural shifts in the interest process beginning in the 1990s, and the precedent for using 

1991 as a reasonable and empirically formed breakpoint, this report places greater focus on the range of 

mean interest rate estimates from 1991-2020 presented in Table 2.4.1. To cover that range, this report 

includes a half a point spread in certainty-equivalent near-term target rates of 1.5% to 2.0%. Given the 

potential value in considering a longer time series, this report also considers a third near-term target rate 

of 2.5% reflective of the average of the Table 2.4.1 estimates using the longer time series123, which is also 

consistent with the lines of evidence above suggesting a consumption interest rate of slightly above 2%. 

Therefore, considering the multiple lines of evidence on the appropriate certainty-equivalent near-term 

rate, the modeling results presented in this report consider a range of near-term target rates of 1.5%, 

2.0%, and 2.5%. This range of rates allows for a symmetric one point spread around 2.0%. 

Calibration of Ramsey parameters. Calibration of the Ramsey parameters follows Rennert et al. (2022a, 

2022b) using the specified set of near-term discount rates to generate a certainty-equivalent discount 

rate path. Rennert et al. (2022a, 2022b) apply the Newell et al. (2022) calibration approach to the same 

set of probabilistic socioeconomic scenarios presented in Section 2.1 and adopted in this report. The 

Ramsey parameters, ” and –, were calibrated to meet two conditions. First, the average certainty-

equivalent rate over the first 10 years is equal to the near-term target rate. Second, the shape of the 

certainty-equivalent discount rate path over the time horizon fits the empirical estimates of Bauer and 

Rudebusch (2023).124 The resulting calibrated values of the Ramsey formula parameters are presented in 

Table 2.4.2. 

Table 2.4.2: Calibrated Ramsey Formula Parameters 

Near-Term Target 
Certainty-Equivalent Rate 

” – 

1.5% 0.01% 1.02 
2.0% 0.20% 1.24 
2.5% 0.46% 1.42 

     Source: Rennert et al. (2022b) 

Figure 2.4.1 presents the resulting distribution of time-averaged discount rates using the calibrated ” and 

– associated with each of the three near-term target rates. The near-term certainty equivalent rate should 

not be confused with the constant discount rate used by the IWG in earlier estimates. Because of 

uncertainty in future consumption growth, the certainty-equivalent risk-free discount rate declines over 

 
123 The average across the estimate in Table 2.4.1 form the window 1973-2020 using different approaches to adjust 
for inflation is 2.47%, which rounded to one significant digit is 2.5%.  
124 Additional details of the calibration methodology are available in Newell et al. (2022). 
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time. ” and – are calibrated so that the average certainty-equivalent rate over the first 10 years is equal 

to the near-term target rate conditional on the RFF-SPs.125  

The mean and 95th percentile range of the discount rate used to discount climate damages back to 2020 

for the RFF-SPs probabilistic growth scenarios are presented using dashed and dotted lines. The solid lines 

illustrate the certainty-equivalent risk-free discount rate that would lead to the same average discount 

factor over a specific time horizon as using the full distribution of dynamic discount rates to calculate a 

distribution of discount factors.126 This path is the same as the calibrated certainty-equivalent risk-free 

term structures presented in Rennert et al. (2022a).  

 
125 As mentioned previously, the Ramsey approach used for this estimate also accounts for the correlation between 
climate change damages and economic growth. This is not accounted for by a constant discount rate. Ignoring this 
correlation ς as is the case with a constant discount rate approach ς can lead to overestimating the SC-GHG if there 
is a positive correlation between growth and marginal damages. See, for example Figure 5 in Newell et al. (2022) for 
an illustration of this potential.  
126 For each trial in the RFF-SPs, a single discount rate is used to discount climate damages. For each year, regional 
damages are aggregated to global damages and discounted using the global growth rate and the calibrated Ramsey 
parameters in Table 2.4.2. Theoretically, it is possible to discount regional damages using region-specific growth 
rates and then aggregate them to global damages. However, as noted by the National Academies (2017), using 
region-specific discount rates would requires Ramsey parameters calibrated for each region. EPA is not aware of 
peer-reviewed economic studies that have developed an approach to calibrating the Ramsey parameters at a 
ŎƻǳƴǘǊȅ ƻǊ ǊŜƎƛƻƴ ƭŜǾŜƭ ǳǎƛƴƎ ŜƳǇƛǊƛŎŀƭ ŜǾƛŘŜƴŎŜ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ όнлмтύ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎΦ 
The EPA will continue to follow the scientific literature on probabilistic socioeconomic scenarios and potential 
regional calibration of Ramsey parameters. 
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Figure 2.4.1: Distribution of the Dynamic Discount Rates 

 
The range of the dynamic discount rates used to discount climate damages back to 2020 in any one year for the three near-term 
target rates is summarized by the mean (dashed lines) and 5th to 95th percentiles (dotted lines). Also shown here is an illustration 
of the corresponding certainty-equivalent risk-free path (solid lines) implied by the calibration procedure described in Section 2.4.2. 
During the calibration, Newell et al.(2022) place additional constraints on the rates in each trial such that rates are allowed to go 
negative but cannot remain negative for the duration of the time period (2020-2300). 
 

While the certainty-equivalent path illustrates the declining certainty-equivalent risk-free discount rate 

implied by the Ramsey formula, it is important to emphasize that this does not illustrate the discount rate 

used to estimate the SC-GHG values. First, an exogenous, certainty-equivalent declining discount rate is 

not used to discount climate damages; each scenario is discounted using the calibrated ” and – values 

presented here and the specific consumption growth rate for that scenario. Second, the consumption 

growth rate used for discounting is net of baseline climate damages for each model (Kelleher and Wagner 

2019).  

The calibration approach and resulting Ramsey parameters presented above are consistent with the 

National AcademiesΩ όнлмтύ recommendation to use a descriptive calibration based on empirical interest 

rate data. The resulting parameters presented in Table 2.4.2 are also within the ranges of values of ” and 

– used in the peer-reviewed literature, including many studies that state their parameter choices are 

based on prescriptive reasoning (see, e.g., Nesje et al. 2023). For example, the IWG (2010) noted that 

most papers in the climate change literature adopt values for – in the range of 0.5 to 3, although not all 

authors articulate whether their choice is based on prescriptive or descriptive reasoning (IWG 2010). The 

IPCC AR5 report found values of – in the literature in the range of 1 to 4 (IPCC 2014b). Values between 1 
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and 1.45, consistent with the calibrated range in Table 2.4.2, have been commonly used in recent peer-

reviewed studies (Lemoine 2021, Hänsel et al. 2020, Glanemann et al. 2020, Tol 2019, Dietz and Venmans 

2019, Nordhaus 2018b, Burke et al. 2018, Adler et al. 2017). The Drupp et al. (2018) survey asked 

economists about the most appropriate values for –, and found a median (mean) value of 1 (1.35), and a 

mode value (i.e., the most frequently provided response) of 1.  

With respect to the pure rate of time preference, the calibrated values presented in Table 2.4.2 are also 

within the ranges of ” used in peer-reviewed literature. The vast majority of papers in the climate change 

literature adopt values for ” in the range of 0% to 2% per year, with most studies in the lower end of the 

range (IPCC 2014a). The selection of rates on the lower end of that range tend to emerge from ethical 

concerns. Some have argued that to use any value other than ” π would unjustly discriminate against 

future generations (e.g., Arrow et al. 1995, Stern 2006). When Drupp et al. (2018) surveyed economists 

about the most appropriate values for ”ȟ the expertsΩ ǊŜǎǇƻƴǎŜǎ ƘŀŘ a median (mean) value of 0.5% 

(1.1%), and a mode value of 0. However, even under the case of intergenerational neutrality, a small 

positive pure rate of time preference may be appropriate to account for the probability of unforeseen 

cataclysmic events (Stern 2006).127 Furthermore, it has been argued that very small values of ” can lead 

to an unreasonable rate of optimal savings (Arrow et al. 1995), particularly with – around 1 (Dasgupta 

2008, Weitzman 2007). 

Regardless of the theoretical approach used to derive the discount rate(s), there remain inherent 

conceptual and practical difficulties of adequately capturing consumption trade-offs over many decades 

or even centuries. While this report relies on the descriptive approach for selecting specific discount rates 

based on observed preferences for temporal tradeoffs of consumption, the EPA is aware of the normative 

dimensions of both the debate over discounting in the intergenerational context and the consequences 

of selecting one discount rate over another.   

2.5 Risk Aversion 

The impacts associated with GHG emissions present substantial new risks and exacerbate existing risks to 

human health and welfare (USGCRP 2018b, NIC 2021). This raises the question of how to account for 

ƛƴŘƛǾƛŘǳŀƭǎΩ ǇǊŜŦŜǊŜƴŎŜǎ ƻǾŜǊ these risks in the valuation of climate damages. Individuals are typically not 

indifferent between a situation with a certain outcome and a situation with a risky outcome whose 

expected value is the same as the certain outcome. That is, in most decision-making processes individuals 

tend to be risk averse. This is evident by the existence of voluntary insurance markets where individuals 

demonstrate a positive willingness to pay to reduce risk exposure.  

U.S. regulatory benefit-cost analyses to date commonly assume risk neutrality (i.e., zero risk aversion). 

This assumption is justified in cases where idiosyncratic risks can be pooled across regulations, are 

uncorrelated with baseline economic uncertainty, or are shared across large populations (OECD 2018). 

However, the largest climate change risks are collective in nature, affecting large shares of the population, 

and, therefore, may not be diversifiable (Heal and Kriström 2002). The marginal damages are also 

expected to be correlated with baseline consumption (inclusive of baseline climate change damages) and 

 
127 Stern (2006) assumes a pure rate of time preference of 0.1%. This reflects a 91% probability of the human race 
surviving 100 years. 
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Ƴŀȅ ŀŘŘ ǘƻ ǎƻŎƛŜǘȅΩǎ ƻǾŜǊŀƭƭ Ǌƛǎƪ όbŀǘƛƻƴŀƭ !ŎŀŘemies 2017, Dietz et al. 2018). Therefore, in the case of 

climate change risk reductions, individuals are expected to have a positive willingness to pay for that 

reduced risk exposure beyond the value of the mean damages. The peer reviewed climate economics 

literature has demonstrated the importance of accounting for risk aversion in estimates of the SC-GHG 

(e.g., Anthoff et al. 2009, Cai et al. 2016, Lemoine 2021, van den Bremer and van der Ploeg 2021).  

In the EPAΩǎ analyses relying on the IWG SC-GHG estimates to date risk aversion was incorporated through 

adjustments to the discount rate and through consideration of the fourth estimate reflecting the 95th 

percentile for a 3% discount rate. However, ƛƴ ǘƘŜ L²DΩǎ нлмл ¢{5Σ the IWG acknowledged the limitations 

of these approaches to provide a unified framework for valuing risk changes. For the SC-GHG estimates 

presented in this report, the value of risk associated with marginal GHG emissions is explicitly 

incorporated into the modeling following the economic literature and consistent with the National 

!ŎŀŘŜƳƛŜǎΩ όнлмтύ ǊŜŎƻƳmendations.   

Assuming a time separable welfare function with representative agent utility όϽ and per capita 

consumption ὧ, the SC-GHG is defined as  

{/πDID
Ὁ᷿Ὡ όᴂὧάὨὨὸ
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where άὨ are the marginal damages associated with emissions in a given year, and ὧ is per capita 

consumption in the initial period. That is, the SC-GHG is the expected marginal changes in utility 

normalized by the marginal utility of consumption to convert to a willingness to pay in monetary units. 

Setting aside uncertainty in future populations for ease of exposition, a second order Taylor expansion of 

όᴂ around %ὧ  allows the SC-GHG to be decomposed as  
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                                                      Expected                       Precautionary                      Insurance 
                                                      Damages 

This approximation is purely for ease of decomposing the SC-GHG to understand the role of uncertainty 

and is not used in estimating the SC-GHG in this report. The first term in the braces on the right-hand side 

of equation (2.5.2) is the change in utility from the expected marginal damages, which drives the 

willingness to pay for the expected marginal damages. The second two terms incorporate the way in which 

risk impacts the SC-GHG estimates and have been referred to as the precautionary and insurance 

channels, respectively (Kimball 1990).128 The precautionary term captures the result that climate damages 

are more impactful when consumption is lower, all else equal, leading the returns to mitigation to increase 

with uncertainty in future consumption. The insurance term, also referred to as the risk premium, 

captures the covariance between marginal utility along the baseline and marginal damages. This term 

incorporates the climate beta, which is a measure of the degree to which climate damages covary with 

 
128 The second and third components on the right-hand side of equation (2.5.2) are sometimes also referred to as 
the diversifiable and non-diversifiable components of risk valuation (OECD 2018). 
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economic growth (see, for example, Dietz et al. 2018 and Appendix A.4 for a discussion). In other words, 

the precautionary channel represents the willingness to pay to avoid the additional climate change risk 

ƛǘǎŜƭŦ ŀƴŘ ǘƘŜ ƛƴǎǳǊŀƴŎŜ ŎƘŀƴƴŜƭ ǊŜǇǊŜǎŜƴǘǎ ǘƘŜ ǿƛƭƭƛƴƎƴŜǎǎ ǘƻ Ǉŀȅ ǘƻ ŀǾƻƛŘ ǘƘŜ ōǊƻŀŘŜǊ ŎƘŀƴƎŜ ƛƴ ǎƻŎƛŜǘȅΩǎ 

risk based on how climate change damages intersect with economic growth. Lemoine (2021) shows that 

the insurance term can be further broken down into a term that expresses how climate damages scale 

with the broader economy and an explicit growth insurance term that accounts for uncertainty about the 

impact of marginal emissions on the growth rate of consumption. 

The IWG SC-GHG estimates used by EPA to date have focused on explicitly quantifying the first component 

in equation (2.5.2). Incorporating the precautionary and insurance channels into the estimation requires 

probabilistic socioeconomic scenarios, which were not available at the time those estimates were 

developed. Instead, the IWG partially incorporated the impact of risk into the estimates through 

adjustments to the discount rates. The motivation for using a lower 2.5% discount rate to capture risk in 

future economic conditions was premised on the precautionary channel. The motivation for using a higher 

5% discount rate was premised on the insurance channel if there is a positive covariance between 

economic conditions and climate change damages.129 The fourth value (the 95th percentile at a 3% 

discount rate) was included to represent the extensive evidence in the scientific and economic literature 

of the potential for lower-probability, higher-impact outcomes from climate change, which would be 

particularly harmful to society. Absent formal inclusion of risk aversion in the modeling, considering values 

aboǾŜ ǘƘŜ ƳŜŀƴ ƛƴ ŀ ǊƛƎƘǘ ǎƪŜǿŜŘ ŘƛǎǘǊƛōǳǘƛƻƴ ǿƛǘƘ ƭƻƴƎ ǘŀƛƭǎ ŀŎƪƴƻǿƭŜŘƎŜǎ ǎƻŎƛŜǘȅΩǎ ǇǊŜŦŜǊŜƴŎŜ ŦƻǊ 

avoiding risk. 

Accounting for risk aversion more explicitly in the analysis allows valuation of the precautionary,  

insurance, and other channels based on the specific evidence of future economic uncertainty and the 

correlation with marginal climate change damages presented in Sections 2.1 and 2.3. That is, the value of 

risk aversion is incorporated into the SC-GHG estimates based on the marginal climate change risk 

reductions identified by the modeling as opposed to through exogenous adjustments. Explicitly 

ƛƴŎƻǊǇƻǊŀǘƛƴƎ Ǌƛǎƪ ŀǾŜǊǎƛƻƴ ƛƴǘƻ ǘƘŜ ŀƴŀƭȅǎƛǎ ǊŜǉǳƛǊŜǎ ŀ ŦǳƴŎǘƛƻƴŀƭ ŦƻǊƳ ŦƻǊ ǘƘŜ ǊŜǇǊŜǎŜƴǘŀǘƛǾŜ ŀƎŜƴǘΩǎ 

utility function. The most commonly used utility function in the climate economics literature and one 

consistent with the approach to discounting identified in Section 2.4, is the isoelastic utility function, 

όὧ ὧ
1

1 –, where utility is a power function with respect to consumption. If the utility 

function is assumed to follow an isoelastic function, the definition of the SC-GHG in equation (2.5.1) 

reduces to the expected value of the marginal damages discounted using the Ramsey formula, 

Ὓὅ ὋὌὋ % Ὡ άὨὨὸ
0

                                               2Ȣ5Ȣσ 

where Ὣ is the time averaged per capita consumption continuous growth rate through time ὸ. Therefore, 

by discounting via the Ramsey formula as detailed in Section 2.4 and incorporating uncertainty throughout 

the modeling process as detailed in Sections 2.1-2.3, the SC-GHG estimates incorporate the climate risk 

through the precautionary and insurance channels.  

 
129 If there is a negative covariance between economic growth and climate change damages a downward adjustment 
in the discount rate would be warranted (Dietz et al. 2018). 
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Within the isoelastic utility function, the single parameter, –, has a role in reflecting both intertemporal 

and risk preferences which can present challenges in calibrating the utility function. As noted in Section 

2.4, the calibrated values for – presented in Table 2.4.2 are consistent with the calibrated range (1 to 1.45) 

that has been commonly used in recent peer reviewed studies employing an isoelastic utility function 

(Lemoine 2021, Hänsel et al. 2020, Glanemann et al. 2020, Tol 2019, Dietz and Venmans 2019, Nordhaus 

2018b, Burke et al. 2018, Adler et al. 2017). However, while that range of values may be appropriate for 

– in its role representing intertemporal preferences, they may be too conservative for – in its role 

representing risk preferences. Some have suggested that values of  – between 2 and 10 would be required 

to match empirical and experimental evidence on rates of risk aversion (Crost and Traeger 2014, Jensen 

and Traeger 2014, Cai et al. 2016, Cai and Lontzek 2019, Daniel et al. 2019, Okullo 2020, Lemoine 2021, 

Jensen and Traeger 2021, Van den Bremer and Van der Ploeg 2021). To address this calibration challenge, 

some recent SC-GHG studies have used alternative utility function specifications (e.g., Epstein-Zin 

specifications) that allow for the separation of intertemporal and risk preferences (Cai et al. 2016, Daniel 

et al. 2019, Cai and Lontzek 2019, Okullo 2020, Lemoine 2021, Van den Bremer and Van der Ploeg 2021). 

These studies can incorporate a higher rate of relative risk aversion without affecting the calibration of 

the intertemporal preferences. While these approaches have promise for improving the calibration of risk 

preferences, they are relatively new in the climate economics literature, computationally complex, and 

require additional assumptions (e.g., timing of uncertainty resolution) for which there is no consensus in 

the literature. For these reasons, these alternative utility functions are not used in this report, but they 

are worthy of additional investigation, consistent with recommendations of the National Academies 

(2017). Furthermore, the use of an isoelastic utility function via equation (2.5.3) remains widely used in 

ǘƘŜ ǇŜŜǊ ǊŜǾƛŜǿŜŘ ƭƛǘŜǊŀǘǳǊŜ ŀƴŘ ƛǎ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ όнлмтύ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ƻƴ 

robustly capturing the value uncertainty through probabilistic scenario, climate, and damage function 

models in conjunction with a Ramsey-like approach to discounting. However, because the calibrated 

values of – using the isoelastic utility function may be low from a risk aversion perspective, the value of 

reducing climate change risk included in the SC-GHG estimates will likely be an underestimate, holding all 

else equal.  

When using the damage module based on GIVE and Howard and Sterner (2017), the SC-GHG is calculated 

using equation (2.5.3) for a global representative agent. Implicit in the use of a global representative agent 

ƛǎ ǘƘŀǘ ŀƭƭ Ǌƛǎƪǎ Ŏŀƴ ōŜ ǇƻƻƭŜŘ ŀǘ ǘƘŜ Ǝƭƻōŀƭ ƭŜǾŜƭΦ ¢Ƙƛǎ ƛǎ ǘƘŜ ƳƻŘŜƭ ŘŜǾŜƭƻǇŜǊǎΩ ŘŜŦŀǳlt approach in GIVE, 

and the global nature of the Howard and Sterner (2017) damage module precludes other assumptions. 

However, when using the DSCIM damage module, a conceptually similar approach is applied but, 

ŦƻƭƭƻǿƛƴƎ ǘƘŜ ƳƻŘŜƭ ŘŜǾŜƭƻǇŜǊǎΩ ŘŜŦŀǳƭǘ ŀǇǇǊoach, a different assumption on risk pooling is applied. 

Specifically, when the DSCIM damage module is used, it is assumed that risks associated with uncertainty 

in the climate response and future socioeconomic conditions can be pooled globally, but damage function 

risks (conditional on a given level of climate change and RFF-SP socioeconomic realization) are pooled at 

ǘƘŜ ŘŀƳŀƎŜ ŦǳƴŎǘƛƻƴΩǎ ƛƳǇŀŎǘ ǊŜƎƛƻƴ ƭŜǾŜƭΦ !ƭƭ ŜƭǎŜ ŜǉǳŀƭΣ ŀǎǎǳƳƛƴƎ ǘƘŀǘ Ǌƛǎƪ Ŏŀƴ ōŜ ǇƻƻƭŜŘ ŀŎǊƻǎǎ ōǊƻŀŘŜǊ 

geographic areas reduces the value of risk reductions within the SC-GHG estimates.  
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3 Modeling Results 

3.1 Social Cost of Carbon (SC-CO2), Methane (SC-CH4), and Nitrous Oxide (SC-N2O) 

Estimates by Damage Module  

This section presents the SC-GHG values estimated using the methodological updates described in Section 

2. The combination of using three specifications of the damage module over the modeling time horizon130 

and three near-term target discount rates produces nine separate distributions of discounted marginal 

damages for each emissions year and GHG. Each distribution consists of 10,000 estimates based on draws 

from the distributions of uncertain parameters in each module.131 Given the consideration of multiple 

lines of evidence in the damage module and multiple near-term discount rates, the results are first 

presented separately for each of the three damage modules by discount rate.132 The means of the 

distributions of discounted marginal damages are the certainty-equivalent SC-GHGs. Table 3.1.1, Table 

3.1.2, and Table 3.1.3 show the certainty-equivalent SC-CO2, SC-CH4, and SC-N2O estimates, respectively, 

in ten-year increments for emissions years 2020-2080 by damage module and near-term discount rate.133 

As expected, estimates based on a higher near-term discount rate are consistently lower, while lower 

near-term discount rates result in higher SC-GHG estimates independent of the damage module. There is 

some variation in the SC-GHG estimates across the three damage modules. This is expected given that the 

damage modules are, at least to some extent, measuring different categories of damages and with 

different approaches. The SC-GHG estimates based on the meta-analysis damage module tend to be 

higher than those based on the GIVE damage module for CO2 and N2O, with the difference increasing for 

higher near-term target discount rates. This suggests differences across these two models as to the 

potential damages from climate change in the near-term. The DSCIM-based estimates tend to be lower 

than the GIVE and meta-analysis estimates initially, but increase at a faster rate over time, generally 

exceeding the SC-CO2 and SC-N2O from the other specifications for emissions after 2050. These trends 

reflect differences in the relative slopes of the damage functions across the three models. This relationship 

changes over time due to the time-dependent nature of GHG emissions, the resulting paths of 

temperature anomalies, the shape of the damage functions, and the relationship of these interactions 

with discounting. For CH4, which has a notably shorter atmospheric lifetime than the other two gases, the 

SC-CH4 estimates based on the DSCIM damage module remain lower than the estimates from the other 

two models through 2080.  

 

 
130 As mentioned in Section 1.2, the National Academies recommended that the modeling time horizon άŜȄǘŜƴŘ ŦŀǊ 
enough in the future to provide inputs for estimation of the vast majority of discounted climate damages.έ In the 
case of models presented here, the discounted streams of marginal damages in all models and discount rates peak 
by the end of the century (2100) and begin to steadily decline through the end of the modeling time horizon (2300)τ
capturing the majority of the quantified discounted damages associated with the emissions of a metric ton of CO2, 
CH4, and N2O. 
131 Monte Carlo methods are used to run the combined suite of modules 10,000 times. In each simulation the 
uncertain parameters are represented by random draws from their defined probability distributions. 
132 Estimates in this report are discounted back to the year of emissions and presented as certainty-equivalent values 
that account for uncertainty in the socioeconomic scenarios. See Appendix A.3 for more information on how those 
transformations were made and Section 4 for how they can be used in analyses. 
133 Values in Table 3.1.1, Table 3.1.2, and Table 3.1.3 are rounded to two significant figures.  
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For all three damage modules, the SC-GHG estimates increase over time ς i.e., the societal harm in 2030 

from one metric ton emitted in 2030 is greater than the harm in 2020 caused by one metric ton emitted 

in 2020. Emissions further in the future produce larger incremental damages as physical and economic 

systems become more stressed in response to greater climatic change and because income is growing 

over time. As income grows so does the willingness to pay to avoid economic damages.  

 

Table 3.1.1: Social Cost of Carbon (SC-CO2) by Damage Module, 2020-2080 (in 2020 dollars per metric ton 
of CO2) 

 Near-Term Ramsey Discount Rate and Damage Module 

 2.5% Near-Term Rate 2.0% Near-Term Rate 1.5% Near-Term Rate 

Emission 
Year 

DSCIM GIVE 
Meta-

Analysis  
DSCIM GIVE 

Meta-
Analysis  

DSCIM GIVE 
Meta-

Analysis  

2020 110 120 120 190 190 200 330 310 370 

2030 140 150 150 230 220 240 390 350 420 

2040 170 170 170 280 250 270 440 390 460 

2050 210 200 200 330 290 310 500 430 520 

2060 250 220 230 370 310 350 550 470 570 

2070 280 240 250 410 340 380 600 490 610 

2080 320 260 280 450 360 410 640 510 650 

 

Table 3.1.2: Social Cost of Methane (SC-CH4) by Damage Module, 2020-2080 (in 2020 dollars per metric 
ton of CH4) 

 Near-Term Ramsey Discount Rate and Damage Module 

 2.5% Near-Term Rate 2.0% Near-Term Rate 1.5% Near-Term Rate 

Emission 
Year 

DSCIM GIVE 
Meta-

Analysis  
DSCIM GIVE 

Meta-
Analysis  

DSCIM GIVE 
Meta-

Analysis  

2020 470 1,600 1,700 850 1,900 2,200 1,500 2,500 2,900 

2030 1,100 2,300 2,300 1,600 2,800 2,800 2,400 3,500 3,700 

2040 1,900 3,300 2,900 2,500 3,800 3,500 3,300 4,700 4,500 

2050 2,700 4,200 3,700 3,400 4,900 4,400 4,300 5,900 5,600 

2060 3,500 5,000 4,400 4,200 5,800 5,300 5,200 7,000 6,700 

2070 4,200 5,700 5,100 5,100 6,600 6,200 6,100 7,900 7,800 

2080 5,100 6,300 5,900 6,000 7,300 7,100 7,100 8,800 8,900 

 

Table 3.1.3: Social Cost of Nitrous Oxide (SC-N2O) by Damage Module, 2020-2080 (in 2020 dollars per 
metric ton of N2O) 

 Near-Term Ramsey Discount Rate and Damage Module 

 2.5% Near-Term Rate 2.0% Near-Term Rate 1.5% Near-Term Rate 

Emission 
Year 

DSCIM GIVE 
Meta-

Analysis  
DSCIM GIVE 

Meta-
Analysis  

DSCIM GIVE 
Meta-

Analysis  

2020 30,000 38,000 38,000 49,000 55,000 58,000 81,000 85,000 96,000 

2030 40,000 47,000 46,000 63,000 67,000 69,000 98,000 100,000 110,000 

2040 52,000 57,000 55,000 77,000 78,000 81,000 120,000 110,000 130,000 

2050 64,000 67,000 66,000 93,000 91,000 95,000 140,000 130,000 150,000 

2060 77,000 75,000 76,000 110,000 100,000 110,000 150,000 140,000 160,000 

2070 89,000 82,000 84,000 120,000 110,000 120,000 170,000 150,000 180,000 

2080 100,000 89,000 94,000 140,000 120,000 130,000 190,000 160,000 200,000 
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For a given near-term target discount rate, the certainty-equivalent SC-GHG estimate is the value applied 

to GHG emission changes in benefit-cost analysis (see Section 2.5 for a definition of the SC-GHG). These 

certainty-equivalents are calculated over a distribution of the discounted marginal damages reflecting the 

full range of quantified uncertainties incorporated into the modeling (see discussion throughout Section 

2, and the summary in Appendix A.8, for a description of the quantified uncertainty in each module). 

Figure 3.1.1 shows the full distribution of discounted marginal damages per metric ton of CO2 for 

emissions in 2030, where the boxes span the inner quartile range (25th to 75th quantile), whiskers extend 

to the 5th (left) and the 95th (right) quantiles.134 The vertical lines inside of the boxes mark the median of 

each distribution, and the points inside of the boxes and dollar estimates on top of the boxes mark the 

certainty-equivalent SC-CO2. In these distributions, the uncertainty that is explicitly characterized includes 

the socioeconomics and emissions projections from the RFF-SPs and the GHG concentrations and 

temperature changes generated from the FaIR model. Explicit characterization in these distributions of 

uncertain parameters in the modeling of SLR and the parametric uncertainty captured in the estimation 

of each damage function varies across the three damage modules. 

It is important to note that the distributions presented here do not fully characterize uncertainty about 

the SC-GHG due to impact categories omitted from the models and sources of uncertainty that have not 

been fully characterized due to data limitations. These limitations are discussed in Section 3.2 below. 

Uncertainty grows over the modeled time horizon. Therefore, under cases with a lower near-term target 

discount rate ς that give relatively more weight to impacts in the future ς the distribution of the 

discounted marginal damages per metric ton of GHG is wider (see Figure 3.1.1). Across damage modules, 

the DSCIM based runs generate the widest distribution of results. The DSCIM damage module has a 

greater degree of curvature in the damage function mapping temperature to economic damages than the 

GIVE and meta-analysis-based specifications (see Figure 2.3.2). The interquartile ranges overlap across 

the three damage modules. For a presentation of the temporal evolution of the projected discounted 

marginal damages for GIVE see Extended Data Fig. 2 in Rennert et al. (2022b). Rennert et al. (2022b) find 

that for an emissions year of 2022 average discounted marginal damages increase rapidly between 2020 

and 2050 and peak around 2070. After this point the increasing impact of discounting overtakes the 

increasing marginal damages and therefore, discounted marginal damages steadily decline through 2300. 

 
134 Figure A.6.11 and Figure A.6.12 in Appendix A.6 shows the distribution of discounted marginal damages per metric 
ton for CH4 and N20. 
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Figure 3.1.1: Distribution of the Discounted Marginal Damages per Metric Ton of Carbon Dioxide (CO2) for 
2030 Emissions, by Near-term Ramsey Discount Rate and Damage Module 

 

Boxes span the inner quartile range (25th to 75th percentiles), whiskers extend to the 5th (left) and the 95th (right) percentiles. The 
vertical lines inside of the boxes mark the median of each distribution, and the points inside of the boxes and dollar estimates on 
top of the boxes mark the certainty-equivilant social cost of carbon (SC-CO2) 

 

Table 3.1.4 provides a disaggregation of the SC-CO2 results by impact category for emissions in 2030 under 

the GIVE and DSCIM based damage modules ς alongside the meta-analysis-based damage module that 

does not permit a disaggregation. The GIVE and DSCIM damage modules are consistent in that net 

mortality risk increases are the largest share of marginal damages across the categories considered in 

each damage module. However, the share of marginal damages due to net mortality risk increases is larger 

for the DSCIM damage module compared to the GIVE damage module. Variation across the two damage 

modules for the other sectors reflects uncertainty in the underlying scientific literature and differences in 

the sectors included in the models (e.g., labor productivity). See Section 2 for detailed descriptions of the 

methodological differences across models. The differences in results are the aggregate effect of these 

different methodologies. 
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Table 3.1.4: Impact Category Disaggregation of Social Cost of Carbon (SC-CO2) for 2030 under a 2.0% Near-
Term Ramsey Discount Rate (in 2020 dollars per metric ton of CO2) 

  Damage Module  

Impact category DSCIM GIVE Meta-Analysis 

Health $179 $104 - 

Energy -$4 $10 - 

Labor productivity $47 - - 

Agriculture $4 $103 - 

Coastal $3 $2 - 

Total $233 $219 $238 

 

3.2 Omitted Damages and Other Modeling Limitations 

¢ƘŜ ǊŜǎŜŀǊŎƘ ŎƻƳƳǳƴƛǘȅΩǎ ŎƻƴǎƛŘŜǊŀōƭŜ ǇǊƻƎǊŜǎǎ ƛƴ ŘŜǾŜƭƻǇƛƴƎ ƴŜǿ Řŀǘŀ ŀƴŘ ƳŜǘƘƻŘǎ ƘŀǾŜ ƘŜƭǇŜŘ ǘƻ 

bring the SC-GHG estimates presented in Section 3.1 closer to the frontier of climate science and 

ŜŎƻƴƻƳƛŎǎ ŀƴŘ ŀŘŘǊŜǎǎ Ƴŀƴȅ ƻŦ ǘƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎΩ όнлмтύ ƴŜŀǊ-term recommendations. However, 

the SC-GHG estimates presented in this report still have several limitations, as would be expected for any 

modeling exercise that covers such a broad scope of scientific and economic issues across a complex global 

landscape. There are still many important categories of climate impacts and associated damages that are 

not yet reflected in these estimates due to data and modeling limitations. There is also incomplete 

coverage of some categories that are represented, including important sectoral and regional interactions, 

and feedback effects within and across modules. Table 3.2.1 below highlights some of these limitations 

for categories within climate and earth science, impacts and associated damages, and methodology. The 

table denotes those categories that the SC-GHG estimates in this report have been able to explicitly 

represent to some degree, those for which some share of the category is explicitly represented, and those 

that are not yet included at all. For example, the damage module currently focuses on climate change 

damages driven by changes in annual average temperatures or sea level rise. The damage modules have 

not yet explicitly incorporated damages associated with other changes in the temperature distribution 

such as variability and changes in the probability of extreme temperatures throughout the year. There is 

only a limited consideration of climate-driven physical changes other than temperature and SLR (such as 

precipitation or humidity) within the existing damage modules.  

There is a literature investigating the impacts of these other climate-driven effects, including the effects 

of temperature variability (e.g., Estrada et al. 2023, Calel et al. 2020), of changes in rainfall levels (e.g., 

Damania, Desbureaux, and Zaveri 2020), and the effects of increasing rainfall variability (e.g., Downey, 

Lind, and Shrader 2023). Rising et al. (2022) review several dimensions of weather that will be affected by 

climate change. For future modeling, there are at least two potential approaches to better incorporating 

these climate-driven changes in variability, extremes, precipitation, and other similar metrics into the SC-

GHG. The first is to examine, for example, precipitation-related impacts using multiple GCMs as inputs to 

damage models to characterize the range of potential relationships between global temperatures and 

local precipitation-driven damages. The other approach is to use a pattern-scaling approachτleveraging 

the high-resolution of global climate models to downscale global temperature anomalies to local ones 

and to use those downscaled patterns as inputs to the damage models to account for regional 
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heterogeneity in damages (see, e.g., Tebaldi et al. (2022)). Estimates of damages from sea level rise 

already account for such spatial heterogeneity by downscaling global sea level rise to local sea level rise, 

as described in Section 2.3. 

The climate module considered in this report also omits some potentially large-scale Earth system 

feedback effects (e.g., from tipping elements) or non-climate mediated effects of GHG emissions (e.g., 

ocean acidification due to CO2 emissions, tropospheric ozone formation due to CH4 emissions). Climate 

change impacts described as resulting from tipping elements are often associated with crossing a 

ǘƘǊŜǎƘƻƭŘ ƛƴ ŀƴ 9ŀǊǘƘ ǎȅǎǘŜƳΣ ƻǊ ΨǘƛǇǇƛƴƎ ǇƻƛƴǘΩΣ ŀŦǘŜǊ ǿƘƛŎƘ ŀ ǊŜƭŀǘƛǾŜƭȅ ǎƳŀƭƭ ǇŜǊǘǳǊōŀǘƛƻƴ ƛƴ ǊŀŘƛŀǘƛǾŜ 

forcing results in a large, often irreversible change in the climate or other Earth systems (see, e.g., Kopits 

et al. (2014) for a review of this literature). Temperature feedbacks from a few of these processes (e.g., 

Arctic Sea ice loss, surface albedo feedback, and slowdown of the Atlantic Meridional Overturning 

Circulation (AMOC)) are captured in the underlying CMIP6 models to which FaIR v1.6.2 was calibrated and 

are thus implicitly reflected in the climate module used in this report (Weijer et al. 2020). For other 

processesτsuch as Amazon Forest dieback, melting of permafrost, changes in the Indian summer 

monsoon (ISM)τit is less certain how well their behavior is captured in CMIP6 models or whether their 

temperature impacts are implicitly included in FaIR1.6.2 (see, e.g., Arora et al. 2020, IPCC 2021d). Lastly, 

methane hydrates, Greenland (GIS) and Antarctic icesheet (AIS) collapse are not included at all within 

FaIR. However, GIS and AIS are simulated within the sea level models used in this report.  

Recent studies have started to make progress on incorporating more of the tipping elements discussed 

above in the estimation of SC-GHG. In particular, Dietz et al. (2021b) developed a response function that 

maps increases in global mean surface temperature (GMST) to additional warming that is realized through 

feedbacks in the underlying biophysical systems such as permafrost thaw, ocean methane hydrates, 

Amazon rainforest dieback, surface albedo feedback, GIS and AIS collapse, the AMOC slowdown, and ISM 

variability. This allows for an improved, more explicit accounting of the temperature-driven damages 

resulting from these types of large-scale feedback effects within SC-GHG estimation. The authors find that 

accounting for these impacts may have substantial effects on SC-GHG estimates. For example, under their 

main specification Dietz et al. (2021b) estimate that the inclusion of eight individual tipping points 

increases the expected SC-CO2 by 24.5%, characterizing a positively skewed distribution of increases to 

the SC-CO2 (median 18.8%; 25th percentile 22.5%; 75th percentile 132.2%). Research is still needed to 

incorporate other physical impacts from these feedbacks, such as precipitation and ecosystem impacts 

associated with passing a tipping point. For example, a key missing damage channel related to the AMOC 

slowdown relates to changed precipitation patterns, which scientists believe would lead to additional 

rather than lowered damages (Liu et al. 2017). As another example, Dietz et al. (2021b) model the impacts 

of Amazon rainforest dieback as releasing an additional pulse of carbon. Impacts such as lost biodiversity 

or ecosystem services impacts associated with Amazon rainforest dieback are still absent, likely 

underestimating damages related to the dieback of the Amazon rainforest (Dietz et al. 2021b). The EPA 

will continue to follow progress in this line of research and look for opportunities to better reflect tipping 

elements and other Earth system feedback effects and to account for non-climate mediated GHG effects 

in future updates of the SC-GHG estimates. Additional discussion of some non-climate mediated GHG 

effects is provided in Section 3.2.2 below. 
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The bottom-up damage modules from the DSCIM and GIVE models provide a transparent accounting of 

which climate change damages are incorporated into the modules, as discussed in Section 2.3.135 While 

the advancements in these newer damage modules is laudable, the second column of Table 3.2.1 

illustrates that many categories of climate change impacts and associated damages are not yet 

represented. Examples include changes in the demand for water resources; the costs and feasibility of 

providing safe drinking water; biodiversity loss; changes in ecosystem services, the productivity of the 

livestock, aquaculture, and forestry industries; and loss of culturally and historically significant 

resources136 just to name a few. Efforts are underway to incorporate existing research on these types of 

climate impacts into global damage functions that can be added to a damage module for SC-GHG 

estimation. For example, a recent study of biodiversity losses found that updating the species loss function 

and its valuation in FUND 3.9 (to reflect Brooks and Newbold (2014), as well as a species loss meta-analysis 

by Urban (2015), and updated WTP survey results) increased the SC-CO2 for 2010 by about $10/mtCO2 

(1995 dollars), or 20%, relative to the SC-CO2 resulting from the original FUND3.9 specification (under a 

Ramsey discount rate of ~3%) (Kaushal and Navrud 2022). EPA continues to follow advances in the 

development of global damage functions for biodiversity loss and other damage categories not yet 

represented.   

For those damage categories that are represented, they may only be a partial accounting. For example, 

the estimated health damages in GIVE and DSCIM only include temperature- and SLR-related mortality, 

and exclude other sources of mortality impacts (e.g., climate-mediated changes in storms, wildfire, air 

pollution), and morbidity impacts (e.g., infectious diseases, malnutrition, allergies). Studies are available 

on how climate-relate changes impact infectious diseases (Levy et al. 2016, Trinanes and Martinez-Urtaza 

2021, Colón-González et al. 2021, Ryan et al. 2019, Ryan et al. 2015, Mordecai et al. 2020), but additional 

work is needed to both model meteorological conditions (e.g., humidity, precipitation patterns, length of 

transmission seasons, and daily temperature ranges) under climate change and link these to infectious 

disease damage functions (Cromar et al. 2022). Regarding sea level rise, the represented damages do not 

fully include channels such as salt-water intrusion and its impact on the agriculture sector, coastal 

recreation, and tourism, an increase in the frequency or intensity of storm surge events (Grinsted et al. 

2013), and compounding impacts of storm surge and wind damage that often come with cyclones and 

hurricanes (Diaz 2016).  Importantly, none of the damage modules incorporate cross-country or regional 

spillovers that occur through migration, national security concerns, tourism, or supply chain disruptions. 

The physical and economic pathways that drive many of these omitted or partially included categories are 

well documented in key scientific assessments, such as those developed by the IPCC (e.g., IPCC 2007a, 

2014a, 2018, 2019a, 2019b, 2021a) and the U.S. Global Change Research Program (e.g., USGCRP 2016, 

 
135 For the GIVE model, Rennert et al. (2022b) illustrate the impact that the updated damage functions have on the 
SC-CO2 estimates relative to damages functions used in earlier studies. The authors find the SC-CO2 estimate is 
ƴƻǘŀōƭȅ ƭŀǊƎŜǊ ǿƘŜƴ ǳǎƛƴƎ DL±9Ωǎ ǳǇŘŀǘŜŘ ŦƻǳǊ-sector damage function ($185/mtCO2 in 2020 under 2% Ramsey 
discounting compared to using the aggregate top-down damage function approach used in the 2016 version of the 
DICE model ($152/mtCO2 in 2020), which was stated to be more comprehensive in scope and included a 25% adder 
for omitted impacts (holding all else equal in the modeling).   
136 ¢ƘŜ bŀǘƛƻƴŀƭ !ŎŀŘŜƳƛŜǎ όнлмтύ ƘƛƎƘƭƛƎƘǘŜŘ άƭƻǎǎ ƻŦ ŎǳƭǘǳǊŀƭ ƘŜǊƛǘŀƎŜΣ ƘƛǎǘƻǊƛŎŀƭ ƳƻƴǳƳŜƴǘǎΣ ŀƴŘ ŦŀǾƻǊŜŘ 
ƭŀƴŘǎŎŀǇŜǎέ among examples of potentially important nonmarket welfare consequences of climate change. For 
discussion of many U.S. historic sites and landmarks at risk from climate change, see, for example, Holtz et al. (2014), 
and the Fifth National Climate Assessment (USGCRP 2023) (including the Overview (Jay et al. 2023) and Human 
Health chapter (Hayden et al. 2023)). 
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2018a, 2023). However, key data and research gaps currently prevent incorporating these damage 

categories into global damage modules for the purpose of estimating the SC-GHG. 

Finally, while the SC-GHG estimates presented in this report provide numerous methodological 

improvements over the previous estimates, as detailed in Section 2, Table 3.2.1 highlights that there are 

also opportunities for future improvements. For example, although the damage functions applied in this 

report offer an improved accounting of adaptation and its costs, the modeled estimates employ optimistic 

assumptions about adaptation decisions in the estimation of coastal damages in GIVE and DSCIM. As 

discussed in Section 2.3, the representation of adaptation and its costs in both models are based on the 

CIAM deterministic optimization model assumes decision makers have perfect foresight about SLR 

conditions throughout the model time horizon and always choose the lowest-cost adaptation strategy 

and level of investment for each of the thousands of coastal segments (Diaz 2016). Within the models, 

local segment level decisions are made without considering spillovers or interactions across segments, 

ƴƻǊ ǘƘŜ ƭƛƪŜƭȅ ƛƳǇŀŎǘ ƻƴŜ ǎŜƎƳŜƴǘΩǎ ŘŜŎƛǎƛƻƴ Ƴŀȅ ƘŀǾŜ ƻƴ ŀ ƴŜƛƎƘōƻǊƛƴƎ ǎŜƎƳŜƴǘ (e.g., Dundas and Lewis 

2020). Recent studies have also highlighted that observed levels of investment in adaptative measures 

are significantly lower than what is predicted under optimistic cost-minimizing assumptions (e.g., 

Bakkensen and Mendelsohn 2016, Mendelsohn et al. 2020). Researchers have started to examine how 

sub-optimal decisions could impact aggregate economic costs to society from sea level rise and storm 

surge flooding in the U.S. (e.g., Lorie et al. 2020). Oppenheimer (2021) describes many of the current 

limitations and challenges of adaptation in a U.S. context, particularly that current adaptation policy tends 

to be implemented reactively, post-disaster. The costs of such a reactive, piecemeal strategy may differ 

substantially from the costs of a coordinated and proactive adaptation strategy. The modeling of future 

adaptation and its costs are an important area of future research for other damage categories as well.  For 

example, even the empirically based estimation of revealed adaptation for other damages in DSCIM must 

rely on what has been observed in the historical record. It remains challenging to project how the costs of 

adaptation will increase at higher levels of warming and potential increases in the intensity of extreme 

events, and how quickly technological advances could help to work in the other direction to reduce the 

costs of adaptation investments or provide new adaptation alternatives.  

Another important methodological limitation of the SC-GHG estimates presented in this report is the 

omission of many interactions and feedback effects within and across modules. Regarding feedback 

effects within the damage module, none of the models explicitly consider potential interactions among 

damage categories. For example, there is no representation of how climate change-mediated impacts to 

water supply will interact with climate-mediated changes in the demand for water resources by the 

agricultural and electric power sectors, which might be in direct competition with each other in similar 

water markets. Large cross-disciplinary multisector dynamic modeling efforts are well underway in the 

U.S. to advance the understanding and modeling of such interactions, especially with respect to growing 

interdependencies and risks at the intersection of the energy, water, and land sectors (Reed et al. 2022).  

Regarding feedbacks within the climate module, while the FaIR model does include a representation of 

some carbon cycle feedbacks (Smith et al. 2018), other greenhouse gas feedbacks such as the response 

of natural methane emissions to temperature are less well represented (e.g., Dean et al. 2018, Colbert et 

al. 2020, Rößger et al. 2022, Zhang et al. 2023). Ongoing research is improving the characterization of 

these feedbacks in reduced complexity models (e.g., Woodard et al. 2021).  
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In addition, this update does not account for feedbacks across modules, such as feedbacks from damages 

to the socioeconomics module, or from the climate module to human emissions (Beckage et al. 2018, 

Beckage et al. 2020, Peng et al 2021, Moore et al. 2022). Cross-module feedback effects can result through 

a variety of physical and behavioral responses. Some feedbacks are likely to occur in absence of a policy 

response. For example, the modeling in this report does not account for how energy system impacts (such 

as increased use of air conditioning) will affect emissions pathways (e.g., Woodard et al. 2019). As another 

example, similar to the potential feedbacks from the passing of critical earth system tipping points 

discussed above, there is the possibility of nongradual damages from passing thresholds in socioeconomic 

systems (e.g., climate driven self-reinforcing feedback cycle of civil conflict and slow or negative economic 

growth) (National Academies 2017). Other feedbacks between the damages and socioeconomics modules 

arise endogenously from the coupled interaction of the climate, social, political and energy systems. For 

example, Moore et al. (2022) review the breadth of literature that examines responses in social and 

political systems to calibrate a modified version of DICE 2016 that includes a variety of potential feedbacks 

between the climate and socioeconomics modules. These feedbacks across modules include a range of 

social perceptions, opinions, political systems, legal systems, endogenous cost (learning-by-doing), and 

potential feedbacks related to energy demand and economic growth due to changes in temperature (e.g., 

Dell et al. 2012, Burke et al. 2015, and Woodard et al. 2019). Conditional on the feedbacks they included 

in their model, they find that accounting for feedbacks between the climate and socioeconomics modules 

(e.g., changing behavior in response to experienced or observed climate change) could result in a 

reduction in overall GHG emissions relative to a no-feedback (business as usual) world. While the RFF-SPs 

used within this report take into account the likelihood of future emissions mitigation policies and 

technological developments (Section 2.1), which implicitly capture the feedbacks explored in Moore et al 

(2022), the National Academies (2017) identified explicitly accounting for feedbacks between the 

damages and climate modules to the socioeconomic module as an important longer-term goal in the SC-

GHG estimation process. 

The methodologies in this report incorporate many major advances in the treatment of uncertainty in 

integrated assessment modeling (see Appendix A.8 and Table A.8.1 for a summary and further discussion). 

However, there remain several sources of uncertainty that have not yet been quantified and are thus not 

represented in the SC-GHG estimates presented in this report. For example, as discussed in Section 2.3.2, 

the Monte Carlo estimation in GIVE reflects the damage uncertainty in the health and agriculture impact 

categories, but not the energy and coastal categories due to data limitationsΦ {ƛƳƛƭŀǊƭȅΣ 5{/LaΩǎ aƻƴǘŜ 

Carlo sampling of dose-response parameters is performed for the health, agriculture, energy, and labor 

impact categories but not the coastal category due to data limitations. 

Equally important to note among the methodological limitations is the valuation of risk aversion in the 

updated SC-GHG estimates. As noted in Section 2.5, the SC-GHG estimates provide an improved 

accounting of risk aversion over the estimates used in the EPAΩǎ analyses to date. However, the approach 

relies on an isoelastic utility function in which a single parameter has a role in reflecting both 

intertemporal and risk preferences. In this report, the utility function parameter is calibrated based on its 

role representing intertemporal preferences leading to lower values than would be expected if it was 

calibrated based on its role representing risk preferences. As a result, the SC-GHG estimates likely 

underestimate the damages associated with increased climate risk resulting from a marginal ton of 

emissions, all else equal.  As noted in Section 2.5, to address this calibration challenge, some recent SC-
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GHG studies have used alternative utility function specifications (e.g., Epstein-Zin specifications) that 

allow for the separation of intertemporal and risk preferences (Cai et al. 2016, Daniel et al. 2019, Cai and 

Lontzek 2019, Okullo 2020, Lemoine 2021, Van den Bremer and Van der Ploeg 2021). 

Although not all omitted climate change impacts work in the same direction in terms of their influence on 

the SC-GHG estimates, taken together, the numerous damage categories that cannot currently be 

included due to data limitations, modeling assumptions that go in the direction of being a partial 

representation of included damage categories, and other limitations discussed above and throughout 

Section 2, make it likely that the SC-GHG estimates presented in this report underestimate the marginal 

damages from GHG emissions. For example, first, as discussed above, many categories of damages are 

only partially modeled or omitted altogether in the DSCIM- and GIVE-based damage modules. Second, 

many interactions and feedback effects are not yet represented, both in modeling physical Earth system 

changes (e.g., feedback effects of tipping elements) and economic damages. For the GIVE model-based 

results, Rennert et al. (2022b) άŜȄǇŜŎǘ ǘƘŀǘΣ ƛƴ ǘƻǘŀƭΣ ǘƘŜ ŦǳǘǳǊŜ ƛƴŎƭǳǎƛƻƴ ƻŦ ŀŘŘƛǘƛƻƴŀƭ ŘŀƳŀƎŜ ǎŜŎǘƻǊǎ and 

tipping elements is likely to raise the estimates of the SC-CO2, and that therefore the estimates from the 

ǇǊŜǎŜƴǘ ǎǘǳŘȅ ŀǊŜ ƭƛƪŜƭȅ ōŜǎǘ ǾƛŜǿŜŘ ŀǎ ŎƻƴǎŜǊǾŀǘƛǾŜΦέ Third, as noted in Section 2.3, data limitations have 

been pointed out as a likely cause of the estimated response function in DSCIM to underestimating 

mortality risk increases in some low-income regions. Fourth, under the meta-analysis-based damage 

module, the results are based on a Howard and Sterner (2017) specification to which those authors and 

other researchers (e.g., Nordhaus and Sztorc 2013, Nordhaus 2017) have routinely added a generic 25% 

increase in recognition of omitted damages that are likely significant. Fifth, coastal damages in both GIVE 

and DSCIM are estimated based on an optimistic assumption that optimal, lowest cost adaptation 

opportunities will be realized globally under perfect foresight about SLR. Sixth, the estimates do not 

incorporate the potential for climate damages to have a persistent economic impact through an effect on 

economic growth. Finally, the method employed to account for risk aversion likely underestimates the 

damages associated with increased climate risk resulting from a marginal ton of emissions.   
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Table 3.2.1: Climate and Earth Science, Impacts, and Damages Included in the Updated SC-GHG Estimates 
Climate and Earth Science  Impacts and Associated Damages  

Temperature change   Human Health and Well-being  
Averages  Heat and cold related mortality  

Extremes  
Mortality and morbidity from extreme weather events (e.g., 
storms, wildfire, flooding), and sea level rise  

Variability  
Mortality and morbidity from climate mediated changes in the 
formation of criteria air pollutants (e.g., ozone, PM2.5)  

Sea level rise   Infectious diseases  
From average temperature change  Other morbidity (e.g., malnutrition, allergies)   
Non-linear effects (e.g., ice-sheet collapse)  Displacement and migration  

Precipitation   Labor  
Averages  Labor supply (i.e., hours worked)  
Extremes  Labor productivity (i.e., output per hour worked)  
Variability  Energy  

Humidity ς wet-bulb temperature  Energy consumption (e.g., heating, cooling)   
Additional impacts from large scale Earth system 
changes (tipping elements, etc.)  

Energy production and provision (e.g., hydroelectric, thermal 
power generation)   

Temperature  Water  
Sea level rise  Water consumption (residential, industrial, commercial)  
Precipitation  Provision of safe drinking water  
Extreme weather events  Water storage and distribution  
Ecosystems  Land  
Other impacts  Coastal land loss from sea level rise  

Non-climate mediated effects (e.g.)   Buildings, transportation, and infrastructure  
Carbon fertilization (CO2)  Sea level rise  
Ocean acidification (CO2)  Intensity or frequency of coastal storms  
Tropospheric ozone formation (CH4)  Extreme weather inland (e.g., storms, wildfire, flooding)   

Stratospheric ozone destruction (N2O)  
Environmental conditions (e.g., melting permafrost, air 
temperature and moisture)   

  Food production  
Methodology  Agriculture/Crop production  
Explicit treatment of uncertainty  Animal and livestock health and productivity  
Accounting for adaptation and costs of adaptation  Fisheries and aquaculture production  
Interactions across sectors  Forestry  
Feedbacks across modules (e.g., from damages to 
socioeconomics and emissions, from climate to 
emissions) 

 Timber, pulp, and paper production  

Valuation of risk  Tourism, recreation, aesthetics, culturally historic sites  
 

 
Visitation, locations, and opportunities (e.g., recreational fishing, 
skiing, scuba diving, scenic views)  

  Ecosystem services  
 

 
Availability and quality of natural capital used in the production of 
marketable goods  

 
 

Biodiversity and wildlife habitat (e.g., aquatic environments, 
breeding grounds)   

 
 

Other provisioning and regulating services (e.g., water filtration, 
wildfire/ flood/pest mitigation, medicinal resources, pollination)  

  Culturally and historically significant landmarks and resources   
 Legend   Crime (property, violent)   
 

 
Explicit Representation   National Security  

 
 

Partial or Implicit Representation   Military base impacts  
 

 
Not Yet Incorporated   Military mission impacts from international civil conflict  

  International development, humanitarian assistance    
  Trade and logistics  
  Supply chain disruption (e.g., from extreme weather)  
  Supply chain transitions (e.g., altering trade routes)  

Table 3.2.1 presents a general indication of the climate science, impacts, and damages included across the three damage modules 

used in this analysis and is not designed to be reflective of any one specific damage module. 
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One way to illuminate the potential magnitude of some omitted damage categories is to consider the 

current spatial distribution of global population and climate indicators. Figure 3.2.1 shows that a 

substantial portion ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǇƻǇǳƭŀǘƛƻƴ ƭƛǾŜǎ ƛƴ ƭŀǘƛǘǳŘŜǎ ǘƘŀǘ ŀǊŜ ǇǊƻƧŜŎǘŜŘ ǘƻ ŜȄǇŜǊƛŜƴŎŜ some of 

the highest temperatures. And although not explicitly captured in the figure, within each country, most 

of these populations are located near the coasts in areas expected to experience significant sea level rise. 

The spatial correlations that exist between population centers and known damage pathways highlight 

how temperature- and SLR-related damages will impact a significanǘ ǎƘŀǊŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ǇƻǇǳƭŀǘƛƻƴΦ ¢Ƙƛǎ 

further underlines the significance of impacts not currently reflected in the estimates, such as geopolitical 

and regional tensions, conflict, scarcity, displacement, and migration, all of which are issues that affect an 

interconnected global economy. 
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3.2.1 Further Discussion of Precipitation Impacts of Climate Change 

As discussed above, the damage 

modules used to estimate the SC-GHGs 

in this report focus on climate change 

damages driven by changes in average 

annual temperatures (GMST) or sea 

level rise (GMSL). While some of the 

underlying damage studies incorporate 

other climate variables, such as 

precipitation or local temperatures, to 

inform the shape of the dose-response 

curves in each impact category, the 

damage modules themselves do not 

explicitly take projections of climate 

variables other than temperature as 

inputs when estimating the SC-GHG. 

That is, GMST is the only input required 

to run each of the three damage 

modulesτacting as a sufficient statistic 

for other correlated climate variables. 

Therefore, the damage modules only 

reflect very limited representations of 

the market and non-market damages 

resulting from climate-mediated 

impacts to precipitation and other key 

water cycle characteristics. As noted in 

the most recent IPCC report from AR6, 

WG1 (IPCC 2021a, 2021f, 2022), while 

annual mean global land precipitation 

is expected to increase over the 21st 

century, the total land area subject to 

drought is also expected to increase, 

become more frequent, and more 

severe. These IPCC assessments 

summarize annual mean changes in 

precipitation, but the variability and 

extremes of precipitation events are 

also expected to worsen. An area for 

future research is the development of 

global damage functions that can 

explicitly account for expected changes 

 Figure 3.2.1: Population, Temperature, and Sea Level Rise in 2100 

 

Estimates of average country-level population come from the RFF-SPs 
(top). Average changes in local mean surface temperature are 
recovered using a pattern scaling approach (EPA 2023), summarized 
within 2-degree grid cells (middle). Average change in sea-level rise 
comes from the over 12,000 individual segments underlying CIAM 
(bottom). Averages are taken across the 10,000 Monte Carlo 
simulations of the model for the year 2100.  
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in mean precipitation, its variability, and its extremes. 

Some recent work has used pattern scaling to translate estimated changes in GMST, such as those 

projected by FaIR, to local changes in local temperature and local precipitation (Lynch et al. 2017, Kravitz 

and Snyder 2023). This approach takes spatially resolved changes in climate variables as estimated by 

more computationally intensive and complex GCMs, that rely on only a small subset of possible warming 

futures, to derive a relationship between GMST and local climate variables. The resulting relationship (the 

άǇŀǘǘŜǊƴέύ Ŏŀƴ ǘƘŜƴ ōŜ applied to a broader range of GMST projections.137 Figure 3.2.2 presents the 

projected change in local mean surface precipitation in 2100 resulting from a pattern scaling approach. 

The figure applies the estimates of GMST in the year 2100 coming out of the FaIR climate module, as 

described in Section 2.2, to the expected changes in annual local mean surface precipitation from 26 GCMs 

(CMIP6) under a single warming scenario (SSP2-RCP4.5) to recover average local changes in annual 

precipitation from 10,000 possible warming futures. Such an approach allows for a much broader 

exploration of the effects of changes in precipitation without requiring all 10,000 emissions scenarios to 

be run through large-scale GCMs. Pattern scaling GMST to recover changes in local precipitation could 

allow for the inclusion of damage functions that explicitly incorporate changes in local precipitation to 

inform estimates of the SC-GHGs.   

Figure 3.2.2: Changes in Local Mean Surface Precipitation in 2100 

 
Changes in local mean surface precipitation are recovered using a pattern scaling approach (EPA 2023). Averages are taken across 

the 10,000 Monte Carlo simulations of the RFF-SPs and FaIR1.6.2, and the patterns underlying the 26 GCMs (Kravitz and Snyder 

2023). Patterns are summarized within 2-degree grid cells. Hatched grid cells represent areas with large variation across the 26 

GCMs (i.e., the standard deviation is larger than seven times the mean).  

 
137 See https://github.com/usepa/pattern-scaled-climate-variables for more details on pattern scaling approaches 
being developed for use in probabilistic integrated assessment models. 

https://github.com/usepa/pattern-scaled-climate-variables



















































































































































