
Structural Change: is the reallocation of economic activity across broad 
sectors of the economy - agriculture, manufacturing and services – that 
accompanies the process of economic growth

Subject and Objective
Ambitious climate policy may 
• prevent the expansion/rise of industrial activities that are 

necessary for long-term growth and development  
• have a disproportional negative impact on poor households 

by an increase in relative prices of carbon-intensive goods 
and services.

Focusing on development and distributional impacts of climate 
policies, this project will study
• the particular role of structural change, and its interaction 

with climate change and climate change mitigation
• how the level of climate change, and hence the challenges of 

mitigation, depends on how fast developing countries 
industrialize and advanced economies transform towards 
service-based economies. 

The project aims 
• to quantify distributional effects of climate policies by taking 

structural change explicitly into account 
• explore policies to overcome potential distributional trade-

offs. 

Relevance for Climate Policies
Findings of this project will inform decision-makers about 
distributional implications of climate policies and about 
complementary measures (e.g. cash transfer schemes, public 
investments) to reduce adverse effects for low income groups. 
Uncovering the interaction between structural change and 
greenhouse gas emissions provides a better understanding of 
how transitions to low-carbon service economies can be 
accelerated. 
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Research Design/Methods
• Conceptual and empirical  (multi-sector growth model)
• Econometrically (poverty, emissions and industrialization, 

drivers of structural change, income distribution)
• Numerical (climate policy analysis, REMIND, NQTT models)

Fig.: Representation of Model Coupling

Working Program
1. Interaction of Structural Change, Development and 
Carbonization
• Structural Change and Poverty (case study India)
• Historical Drivers of Structural Change 
• Sensitivity of Global Emissions to Structural Change 
2. Interaction of Structural Change and Climate Impacts
• Trade as a Determinant of Climate Induced Structural 

Change
• Cross-Country Differences in the Effects of Climate-

Induced Structural Change 
3. Interaction of Structural Change and Climate Policy 
• Effectiveness of Climate Policy under Scenarios of 

Structural Change 
• Global Transformation Pathways 
4. Distributional Impacts of Climate Policies 
• Distributional Effects (i) between Countries, (ii) on 

National/Sectoral Level, (iii) on Household Level 
• Coupled Model Analysis 
• Policies to avoid adverse

Distributional Effects 
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