
The need for a new “climate justice” paradigm  
This paper is about renewing the welfare state for low-carbon transition. It urges politicians 
and policymakers to address the social justice implications of the necessary long-term 
policy commitments that our societies will have to make in order to reduce greenhouse 
gas emissions, principally by significantly raising the price of carbon by one means or 
other. It argues for the need to ensure that our low-carbon future is neither inequitable 
nor punitively regressive for some groups in society, as it otherwise threatens to be. This is 
both right in itself and necessary because the political consensus to support low-carbon 
transition is vital. One of the chief pre-conditions of successfully implementing and 
sustaining low-carbon transition is that this process must be both consensus-based and 
long-term in order to eschew the partisanship of day-to-day party politics.

The welfare state at present is both ill-equipped and ill-prepared for low-carbon transition. 
Indeed there are grounds for believing that the welfare state as traditionally conceived in 
terms of transfer payments and social care will not in itself prove fully up to this task. In 
addition, considerable public resources will have to be found for long-term investment in 
sustainable homes, communities and transport – and government will need to embrace 
a stronger steering role in the economy in order to promote both jobs and the creation of 
new sources of comparative advantage in low-carbon sectors. 

Our societies now need to devise a credible strategy for transition to a low-carbon future 
at the same time as the global deregulatory consensus in political economy has broken 
down in the aftermath of the “credit crunch”. Many people believe that the impact of the 
global recession will be to lower the priority that governments give to climate change. In 
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our view, the crisis in market neo-liberalism and the imperative of low-carbon transition 
should be viewed as a fortunate coincidence that will allow the state to re-cast itself 
thoroughly as both more active and developmental, not least in order to plan how – 
through highly integrated governance – emission reduction targets are to be met over 
successive decades without compromising the collective prosperity of society.

The risks of turning market failure into social failure
In one of the most important interventions in the climate change debate to date, Nicholas 
Stern (2007) argues that climate change “presents a unique challenge for economics: it is 
the greatest example of market failure we have ever seen. The economic analysis must 
be global, deal with long time horizons, have the economics of risk and uncertainty at 
its core, and examine the possibility of major, non-marginal change.” Yet, for low-carbon 
transition to be successful, it is vital to acknowledge that the climate change challenge 
could also result in severe social failure. The potential for emissions reductions resulting 
in regressive measures that penalise those least well-off in our societies will be high and 
there is a significant risk of a ground-swell of public support against climate change 
policies that could seriously undermine the tentative consensus for low-carbon transition 
that has now been built in most advanced democracies.

Economists theorise that it is possible to achieve both efficiency and equity through a 
mix of policies to raise the price of carbon and simultaneously increase social transfers 
to mitigate the impact on the less well-off. The desired reduction in carbon emissions 
would be achieved through either imposing a universal carbon tax or putting in place a 
watertight regime of “cap and trade” emissions trading; the desired protection of losers 
by a mix of raising social benefits for the poor, workless and families with children and, 
if the aim is labour market activation, taking low paid workers out of the tax and social 
contribution net. 

There is, in practice, a wide range of policy instruments available to governments in 
meeting their emission reduction commitments. These include carbon taxes; tradable 
emissions quotas; subsidies that trigger behavioural change; and regulation. The most 
prominent and widely accepted means to reduce greenhouse gas emissions is to place 
some form of “carbon pricing” mechanism on them to limit consumption. The most notable 
example of carbon pricing to date is the EU ETS which commenced operation in January 
2005 as the world’s largest multi-country, multi-sector trading scheme. The creation of 
the EU ETS is a sizeable political and economic achievement. But it has been weakened 
by a number of interrelated deficiencies that are illustrative of the problems that carbon 
pricing policies may encounter as they are introduced across the industrialised world 
over the next few years. The first is their vulnerability to the short term economic cycle in 
that the global economic crisis has dramatically reduced the price of oil and natural gas, 
and simultaneously deflated the price of carbon. While an efficient futures market should 
take care of this problem, it has exposed a second more challenging issue: to secure the 
acceptability of carbon trading, governments have pressed for too large quotas in order 
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to appease vested industrial interests. Third, in the EU these quotas have been awarded 
for “free” to energy producers, effectively offering them windfall gains. In the current 
US debate, Congress is attempting to insist that these “windfall gains” are passed on to 
consumers, but this goes against one of the main objectives of carbon trading in the first 
place: to put up prices and change behaviour as a result. Politicians find this logic difficult 
to accept, at least in public. 

The troubled politics of carbon pricing
John Hills (2009) has recently identified “environmental sustainability” as a major and 
potentially divisive factor for the future distribution of income. While a European 
Commission study has illustrated how social and environmental inequities are in general 
terms mutually reinforcing (Pye et al., 2008), the effects of adapting to and mitigating 
climate change will be felt differently both within and between communities, regions 
and countries. The links between environmental and social inequalities are in practice 
problematic for three reasons. First, taxation and carbon pricing schemes tend to be 
innately regressive and place more of a socio-economic burden on the poorest citizens 
and households in our societies. Second, it is the least well-off that suffer most from the 
decline and decimation of the environment and ecosystems. Third, while the wealthiest 
contribute more to greenhouse gas emissions in absolute terms, inequality in incomes 
tends to be far greater than inequalities in carbon consumption with the clear implication 
that they are better able to afford higher carbon prices. 

There are no simple distributional solutions to the fact that increasing the cost of carbon 
and other greenhouse gases will affect the poor relatively harder than the rich (Hills, 
2009). In the UK, 42% of emissions are accounted for by direct household consumption of 
domestic fuel and personal transport, including aviation. The rest arises from other forms 
of consumption, like food, services and manufactured goods. Thus, the substantive costs 
of emission reductions will inevitably fall on households and increase the burden on the 
poor: Dresner and Ekins (2006) show that a third of households in the poorest three-tenths 
of the distribution would be “losers”. Incomplete take-up of equalising measures like tax 
credits accounts for this, but particularly important here is the fact that domestic fuel 
consumption varies so widely between households regardless of income. This form of tax 
would also be punitive for those households that suffered from deficient infrastructure, 
like poor home insulation and thermal efficiency levels.

These equity issues pose considerable challenges for the design and implementation of 
climate justice. While these innate inequities are generally mirrored in the provision of 
other public services where it is the least well-off who receive the poorest quality services 
in under-performing schools, strained hospital care and low-grade housing, there is a 
significant risk that low-carbon transition will only serve to further accentuate such 
inequality and increase the burden on the least well-off in society. Indeed, it is not beyond 
the realm of possibilities that low-carbon transition would result in the regression of the 
positive lifestyle changes that have allowed the mass of people to travel more widely, 
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thanks to the advent and availability of low-cost air travel, or become home owners in 
new low-cost owner-occupied estates, which may nonetheless be energy inefficient and 
involve longer travel to work distances. 

“Climate justice” will, therefore, involve a new balance of higher carbon prices and transfer 
payments. While this approach has powerful attractions, however, it is very difficult to 
compensate the “losers” from higher carbon prices fully through a mechanistic formula of 
redistribution. The costs for the less well off who are high-carbon users could be severe 
– and while it can be argued that these costs would be “transitional” until people and 
lifestyles adjusted to the new set of carbon prices and social transfers, many would end 
up being trapped in a transition from which the escape routes would not be obvious or 
easily available. In this context more complex and sophisticated strategies for “climate 
justice” need to be devised.

This offers new opportunities for how social policy is conceived and delivered. James 
Meadowcroft (2008) notes that in seeking to prevent and overcome the negative impact 
of climate change on societies, there will be significant scope to advance new and existing 
welfare objectives in the same way that some economists regard the financial crisis 
as an opportunity to ensure that multi-trillion dollar fiscal stimulus packages prioritise 
low-carbon investment. “Rather than seeing climate change policy as a distraction from 
urgent social issues (ageing, growing income inequalities, immigration, and so on) those 
in the social policy area should see it as an emerging reality which opens up possibilities 
for change in places which have proven resistant”.

The false temptations of personal carbon quotas
It has been suggested that personal carbon quotas would be a more progressive policy 
solution. But personal carbon quotas are neither feasible nor functional. Hills (2009) 
argues that there would be “major distributional consequences” if citizens were given an 
equal personal carbon quota, since those with high consumption would either have to 
purchase unused quotas from individuals with lower consumption (and typically with 
comparably low income) or make significant changes to their lifestyles. Although in 
principle those with lower consumption would gain since they could sell their surplus 
quota to those with high consumption, in practice consumption patterns differ widely 
within and between income groups and different forms of consumption create varying 
levels of carbon content. As Hills (2009) notes: “Those with high incomes spend a much 
greater proportion of income on average on air travel than those with low incomes. Those 
with low incomes tend to spend a much greater proportion of income on domestic fuel 
than others.” 

Indeed, indirect emissions arising from direct spending on domestic fuel, petrol and 
diesel are twice as much per adult for those with the top 10% of incomes as for those in 
the bottom 10% (Thumin & White, 2008). Although this excludes emissions arising from 
public transport and aviation usage, as well as indirect emissions from other forms of 
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spending, this twofold multiple in direct domestic expenditure between top and bottom 
is clearly not in proportion to income. Ultimately, the most cogent argument against the 
application of a personal carbon trading system on domestic fuel and road transport 
usage is that though 71% of the poorest third of society end up “winning” from their 
tradable quota, the remainder of this segment would still be “losing” (Thumin & White, 
2008).

Although personal carbon quotas are in principle highly progressive, the above cited 
evidence suggests in practice there would still be significant “losers”, especially among 
low-income earners. The central impediment here is that it is low-income earners who 
suffer most from deficient infrastructure and this would necessarily increase the cost of 
their carbon consumption. Energy efficiency is extremely negligible in social housing 
stock and rented homes, while there is little to no incentive for the renter to invest capital 
in energy saving even if the resources were readily available. 

A climate justice agenda for welfare state reform
Meeting the climate change challenge requires the recalibration of our existing economic 
and social models (Hemerijck, Rhodes & Ferrara, forthcoming 2010), not the abandonment 
of economic growth and the consumer lifestyles and personal freedoms it has facilitated. 
In the mid-twentieth century, the establishment of the Keynesian welfare state saved 
capitalism from itself. But by the end of the 1970s a reaction had set in against what were 
perceived to be the inefficiencies of central state planning, a big state with high taxes 
to finance it, and the growth of welfare dependency. But while there was a retreat from 
state planning and interventionism and some retrenchment of social benefits, the basic 
framework of public services and welfare remained largely intact, especially in continental 
western Europe. By the 1990s a new reform agenda began to emerge around the idea of 
“social investment”. This was deployed in education, skills and lifelong learning to meet 
the economic challenges of globalisation; in childcare and flexible working to support the 
dual earner couple in a world of increasing gender equality; in tackling child poverty and 
investment in “early years” to overcome the embedding of social disadvantage through 
the generations; and in active labour market policies to raise employment participation 
and meet the demographic challenges of an ageing society. 

This “social investment” reform agenda now needs to be supplemented by a “climate 
justice” reform agenda. Our argument, therefore, is that to accrue the requisite levels 
of political acceptability for emissions reductions and prevent the implementation of 
regressive tax and price mechanisms, a very sophisticated set of policies that deals with 
complex problems like energy efficiency in poor households and commuting costs for 
low income families would need to be developed to ensure that the burden of low-
carbon transition would be equitable. 

When Tony Blair was UK Prime Minister he stated that making “the shift to a more 
sustainable lifestyle is one of the most important challenges for the 21st century.” Yet the 
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question of how to orchestrate such a shift remains one of the chief obstacles that low-
carbon transition will encounter over the coming few decades. Despite the above outlined 
difficulties in introducing a carbon pricing mechanism, the reality is that the “lifestyles” 
most citizens enjoy in western societies will have to evolve in a more sustainable fashion 
in future. This is crucial to prevent citizens incurring further costs as emissions reduction 
targets are heightened.

Creating low-carbon communities
There is a distinct lack of clarity about what a “sustainable”, or more appropriately and 
less normatively, a low-carbon lifestyle amounts to, not to mention how they might 
foster durable patterns of consumption in individuals and how this relates to broader 
questions of reforming welfare provision (Evans & Abrahamse, 2008). Some have used 
climate change, especially in the context of a global economic recession, to call for new 
models of consumption that fundamentally re-cast the rewards and impact of social and 
economic growth (Degryse & Pochet, 2009). This call is, in essence, an anti-consumerist 
critique of western political economy. But as we have already argued here, it is our belief 
that there is a grave risk of provoking widespread resistance to low-carbon transition if 
punitive lifestyle changes are advocated which in turn are seen as burden on the poorest 
segments of society. Moreover, the regulation and administration of measures designed 
to promote lifestyle change could put great strain on what ordinary people regard as fair 
and equitable. 

In their analysis of an impressionistic sample of individuals living “sustainably” in south-
east England, Evans and Abrahamse (2008) found that they all stressed the need for 
government and industry to assume more responsibilities and make changes to facilitate 
their lifestyles. Indeed, it is our argument that government must introduce a radical 
programme of infrastructural improvement and construction to decrease the burden of 
cost on citizens. While we accept that this sort of transitional change will inevitably be 
incremental, the ultimate goal of public policy in western countries over the coming years 
must be to prioritise energy efficiency improvements in existing infrastructure and the 
construction of new infrastructure that is already entirely, or with the capacity to be, low-
carbon once new technologies have been introduced. This change will also inevitably be 
generational. Here the priority must be to address how entire communities can become 
low-carbon. This requires effective local planning and a long-termist approach to finance. 
The following two examples are instructive.

First, all communities must be able to provide low-cost and integrated public transport 
links to workplaces. In principle this could be financed through congestion charging 
or road pricing. But, as the case of the UK testifies, political support for such initiatives 
outside London has died because it is apparent that voters will not pay what they regard 
as a penalty charge for essential car use, until they can actually see an adequate and 
affordable public transport alternative being put in place. The unavoidable implication is 
that government money has to be invested up-front. 
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Second, better insulated, more energy efficient housing stock is vital; much can be 
achieved through better regulation, but the implications for cost and affordability need 
to be taken into account by government, especially in a housing market where in future, 
as a result of the global financial crisis, 100% mortgages may be difficult to obtain. 
This suggests that it will be difficult to achieve the objectives of housing and climate 
change policy without some form of government subsidy to the initial capital costs of 
new property, which might be recouped over time – or much wider availability of shared 
equity schemes. 

There are also implications for employment. Although means can be found to protect 
high energy using industries temporarily from the impact of higher prices for carbon, in 
the longer term industrial adjustment is unavoidable. The development of low-carbon 
employment must therefore be a crucial component of transition. It is essential that 
government invests heavily in low-carbon skills and training not only as a pre-emptive 
response to changing employment patterns but as means to ensure competitiveness 
in a low-carbon global economy. As Anke Hassel (2009) notes, this adjustment must be 
intelligently conceived in order to ensure that the pressures felt most acutely by low-
skilled workers are adequately addressed. Depending on country-specific conditions, 
governments must implement an appropriate blend of institutional reforms and more 
“activist” industrial policy interventions to allay concerns about the decline of old 
sectors and promote employability, education and economic security. This will require a 
commitment to maintain sufficient levels of social protection, while at the same time new 
sources of competitive strength in low-carbon sectors of the economy such as energy 
saving technology, as well as renewable and nuclear power are developed. 

Climate justice to ensure an equitable 
and sustainable globalisation 
Social policy, properly conceived, seeks the public management of present and future risks 
to society. Climate change is arguably the gravest and most wide-ranging risk to western 
societies since the massive growth in the welfare state in the immediate post-World War 
II decades. This, however, is not to suggest that developed countries, faced with climate 
change and its societal consequences, need to abandon the basic precepts of welfare 
capitalism and switch to some radical new social and economic development that abjures 
growth. The purpose of the welfare state is, after all, twofold; it seeks simultaneously to 
lean against inequality and protect people from social risks, but also to sustain political 
support for market capitalism by managing its adjustment costs and thereby promote 
collective prosperity. The heterogeneity, openness and positive freedom that western 
societies have accrued for their citizens over the past century deserve in our view to be 
respected and preserved. 

It is similarly important to work within the context of globalisation – an economic paradigm 
which affords unprecedented social, cultural and economic opportunities and rewards 
to both the developed and developing worlds. Globalisation will, more importantly, be 
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crucial to facilitating the necessary flows of investment and technologies for transition 
to become a reality. However, globalisation needs to be much better managed to be 
sustainable and socially equitable. In this sense the climate change issue is an inextricable 
part of the globalisation challenge. Without a better managed globalisation, global 
warming will put intense pressure on some of the poorest countries in the world through 
for example desertification in central Africa or flooding in Bangladesh. It will amplify 
pressures for migration in an extreme way. That is why for developed countries a global 
package deal on climate change should appeal strongly to their self-interest as well as 
altruistic concerns for the future of the planet. 

But globalisation is also an added reason for thinking through how welfare states need to 
be reformed at national level.  International economic competition accentuates the risks 
of polarisation within developed societies. Pressures for increased migration that will flow 
from the realities of climate change add to those pressures. This is why, as Cramme and 
Diamond (2009) have argued, “social justice ought to be a central driver of domestic policy.” 
Thus, the focus of domestic policy should now be on how the state is re-configured to 
strengthen regulatory structures and develop a sophisticated set of policy instruments in 
order to anticipate and facilitate the manifold socio-economic challenges of low-carbon 
transition.




