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Abstract

Since the early 1990s, it has been internationally recognized that one consequence of
economic activity has been the accumulation of greenhouse gases and that this may lead
to climate change. This already threatens development in poor countries that are most
vulnerable to climate variability. If unchecked, it will threaten future generations with
unknown but potentially catastrophic climate events, given the availability of fossil
carbon at current prices relative to carbon-free alternatives, which could raise
concentrations to levels not seen for millions of years. At the same time the costs of
reducing the emissions have been agreed as negligible in relation to expected growth in
incomes. This paper will describe how input-output modelling within the context of a
global structural model of the energy-environment-economy (E3) system can inform
policies and measures to achieve decarbonisation of the global economy. The model,
E3MG, isalarge-scale dynamic econometric model covering 20 world regions and based
on Post Keynesian theory. The paper will address the issue of the interaction between
economics and technology, such that induced technological change including changein
input-output coefficients, can be represented, based on past observations and projecting
over 100 years.
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