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Executive Summary  

 

Established in 2017, the Network for Greening the Financial System (NGFS) today represents a major hub for 

the promotion of analytical work and best practices in the field of green finance. Currently (June 2023), the 

NGFS consists of 127 central banks and supervisors (and 20 observers) from across five continents committed 

to sharing best practices, contributing to the development of climate- and environment-related risk 

management in the financial sector and mobilising mainstream finance to support the transition toward a 

sustainable economy.1  

One of the key initiatives of the NGFS is the development of climate-related scenarios that can be used by 

financial institutions to assess and manage climate-related risks. These scenarios are intended to be forward-

looking and consider various climate-related factors, as well as policy and technology developments. 

Hypothetical future pathways of climate change are used for analysing and assessing the potential impacts and 

risks associated with different climate outcomes. The scenarios are not intended to predict the exact future 

climate but rather provide a set of plausible pathways that can help policymakers, researchers, financial 

institutions, and private sector businesses explore impacts and evaluate adaptation and mitigation strategies 

in the face of climate change. 

The NGFS climate scenarios have been developed in partnership with a consortium of academics from the 

Potsdam Institute for Climate Impact Research (PIK), International Institute for Applied Systems Analysis 

(IIASA), University of Maryland (UMD), Climate Analytics (CA) and the National Institute of Economic and 

Social Research (NIESR). This work was made possible by grants from Bloomberg Philanthropies and 

ClimateWorks Foundation. 

 

                                                      

1 See https://www.ngfs.net/en/about-us/membership 

https://www.ngfs.net/en/about-us/membership
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Introduction  

 

This document provides technical information on the NGFS climate scenarios and the underlying 

modelling infrastructure.  It includes updated technical information from previously published material2, and 

expands the scope and the level of detail of the information provided to highlight key modelling assumptions 

and comparisons between models, scenarios, and vintages for key variables. As accompanying material to the 

NGFS scenarios, this document aims to answer conceptual and technical questions for a wide range of 

stakeholders, from scenario users interested in performing analyses on the datasets themselves to interested 

readers who would like to better understand the NGFS scenarios.  

Following a layered structure, this document has been designed to target readers with different levels of 

technical expertise. On the one hand, readers interested in gaining high-level information about the NGFS 

scenarios will benefit from a comprehensive high-level overview, non-technical summaries prefacing each 

section, as well as explainer boxes included throughout the document to provide relevant background 

information. On the other hand, readers with advanced technical knowledge who are interested in detail will 

find the extensive description of the NGFS modelling framework useful, with the specifics of each model being 

presented in separate chapters and technical insights being highlighted in thematic boxes. 

The remainder of this document is organised into  eight modules. Module 1 provides a high-level overview 

of the NGFS scenarios, their rationale, and their broader context, and presents the fourth vintage of NGFS 

scenarios, including main characteristics and improvements. The following modules describe in detail the NGFS 

modelling framework and methodology to generate the NGFS scenarios. Modules 2, 3 and 4 outline the three 

Integrated Assessment Models (IAMs) used to generate the transition pathways for the NGFS scenarios: 

REMIND-MAgPIE, MESSAGE-GLOBIOM, and the GCAM models respectively. Modules 5 and 6 describe the 

modelling for physical risk and its relationship with transition policies, with focus on acute and chronic physical 

risk respectively. Module 7 discusses the downscaling methodology applied to produce country-level results. 

Module 8 covers the National Institute Global Econometric Model (NiGEM) and describes how this macro-

financial model has been specifically modified for the purpose of producing the NGFS scenarios to understand 

the consequences of transition and physical risk on the key macro-financial fundamentals.  

  

                                                      

2  The previous version of the Technical Documentation for NGFS Phase III scenarios, published in September 2022, can 
be found here. 

https://www.ngfs.net/en/ngfs-climate-scenarios-central-banks-and-supervisors-september-2022
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Module 1: High-level overview  

1. Introduction  

Since 2018, an increasing number of central banks and supervisors around the world have joined forces 

in the Network for Greening the Financial System (NGFS) to help build a common understanding of 

how climate change affects our economies and financial systems. While governments and legislators 

are primarily responsible for the implementation of climate policies, central banks and supervisors can also 

play an important role in addressing climate change within their mandates. In addition, in line with their 

objectives and functions, central banks and supervisors need to be able to identify climate-related risks and 

quantify their impact via rigorous analysis. The NGFS has thus developed, together with leading academic 

climate institutions3, a common picture of what our economies might look like under different assumptions 

ÉÎ ÔÅÒÍÓ ÏÆ ÔÒÁÎÓÉÔÉÏÎ ÐÏÌÉÃÉÅÓ ÁÎÄ ÐÈÙÓÉÃÁÌ ÒÉÓËÓȢ 4ÈÅÓÅ ÁÒÅ ÃÁÌÌÅÄ ȰÃÌÉÍÁÔÅ ÓÃÅÎÁÒÉÏÓȱȢ 

The NGFS climate scenarios4 have been created as a tool to shed light on potential future risks, and to 

prepare the financial system for the shocks that may arise. They answer ÃÒÕÃÉÁÌ ÑÕÅÓÔÉÏÎÓ ÌÉËÅ Ȱ×ÈÁÔ ÃÁÎ 

ÈÁÐÐÅÎȩȱ ÏÒ Ȱ×ÈÁÔ ÓÈÏÕÌÄ ÈÁÐÐÅÎȩȱ ÔÏ ÅÎÁÂÌÅ Á ÃÏÍÍÏÎ ÕÎÄÅÒÓÔÁÎÄÉÎÇ ÏÆ ÈÏ× ÃÌÉÍÁÔÅ ÃÈÁÎÇÅ ÁÎÄ 

climate mitigation can impact our economies in the long run (until 2100). Since its first vintage, published 

in 2020, the NGFS scenarios have offered a useful guide to climate risks, as they combine the analysis of 

transition, physical and macro-financial risks to reveal the long-term trade-offs between the costs of 

climate mitigation and the consequences of unfettered climate change. The NGFS scenarios have three 

essential features: 

¶ Taking a long-term perspective, providing a common starting point for analysing climate-related 

risks and their impact on the economy and financial system, 

                                                      

3  See modelling teams of the NGFS Academic Consortium in the Acknowledgements section. 

4  Referred to as "NGFS scenarios" in the rest of the document. 

The NGFS scenarios have been developed to provide a common starting point for analysing climate 

risks to the economy and financial system. 

Key messages 

¶ The NGFS scenarios have been created as a tool to shed light on potential future risks, and to 

prepare the financial system for the shocks that may arise. Importantly, the NGFS scenarios are 

not forecasts. Instead, they aim at exploring the bookends of plausible futures (neither the most 

probable nor desirable) for financial risk assessment. 

¶ The NGFS scenarios explore a range of plausible outcomes. They provide a common language for 

how climate change (physical risk) and climate policy and technology trends (transition risk) could 

evolve in different futures.  

 

¶ The NGFS scenarios present unique features that make them particularly suitable for a wide 

range of applications. They provide a common starting point for climate risk assessment, they 

produce internally consistent results applicable at the global level that combine transition, physical 

and macro-financial risks, and they are freely accessible through a public online platform. 
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¶ Covering the global economy, producing results that are internally consistent, applicable at the global 

level and comparable across regions, and 

¶ Representing a global public good as they are the product of an international collaboration among 

leading academic institutions that (i) combine state-of-the-art climate models to capture the 

interactions between transition, physical and macro-financial risk, and (ii) make the results available 

as a set of climate pathways accessible to anyone, anywhere in the world on the NGFS Scenarios 

Portal. 

It is important to note that the NGFS scenarios are not forecasts. Instead, they aim at exploring plausible 

futures (neither necessarily the most probable nor the most desirable) for financial risk assessment making 

them particularly suitable for a wide range of applications. To reflect the uncertainty inherent to modelling 

climate-related macroeconomic and financial risks, the NGFS scenarios use different models, and explore 

a wide range of scenarios across regions and sectors. 

The NGFS scenarios are regularly updated and enhanced in line with evolving expectations. The first 

vintage of NGFS climate scenarios was released in 2020, and two more followed in fall 2021 and 2022. This 

documentation has been published together with the fourth vintage of the scenarios. Over time, the NGFS 

scenarios have become deeper, broader, and richer in terms of modelling tools, output results, risk 

coverage and geographical scope. Continuous progress and refinements reflect the innovative nature of 

climate scenario development, which lies at the frontier between climate science, macroeconomic 

analysis, and policy assessment. 

1.1 NGFS scenarios as a useful guide to climate risks 

Climate change affects the way that our economy functions. In recent years, we have experienced a 

multitude of climate disasters, from wildfires in North America, to floods in Brazil, to heatwaves with new 

record temperatures in Europe. These are examples of more severe and more frequent extreme weather 

events that are already visible today. However, in the transition to a less polluting economy, other events, 

including less visible ones, could affect the profitability of businesses or the prosperity of households. Thus, 

                 

        %ØÐÌÁÉÎÅÒ ÂÏØ Χ 

7ÈÁÔ ÉÓ Á ÓÃÅÎÁÒÉÏ ÁÎÄ 
ÓÃÅÎÁÒÉÏ ÁÎÁÌÙÓÉÓȟ ÁÎÄ 
×ÈÁÔ ÁÒÅ ÃÌÉÍÁÔÅ ÓÃÅÎÁÒÉÏÓ 
ÁÎÄ ÃÌÉÍÁÔÅ ÍÏÄÅÌÌÉÎÇȩ 

ü In a world of uncertainty, a scenario is a hypothetical construct that describes a 

path of development leading to a particular future outcome. Scenarios are not 

forecasts or predictions, and do not provide a full description of the future, but rather 

highlight central elements of a possible future. 

ü Scenario analysis is a tool to enhance critical strategic thinking. It is a process of 

examining and evaluating possible future events and is used in a forward-looking 

assessment of risks and opportunities. 

ü Climate scenarios explore a different set of assumptions about how climate policy, 

emissions, and temperatures evolve. They help to identify impacts from a changing 

climate and the necessary policies for and opportunities from a green transition. They 

can help our understanding of how climate-related risks could evolve and what the 

implications might be for the economy and the financial system. 

ü Climate modelling refers to the use of quantitative methods to simulate and 

analyse the interactions of climate variables, both to understand the dynamics of 

the climate system and to project the future climate. Climate models may also be 

qualitative to provide descriptive narratives of possible futures.  

 

https://www.ngfs.net/ngfs-scenarios-portal/explore/
https://www.ngfs.net/ngfs-scenarios-portal/explore/
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climate change affects our economy and financial system through a range of different transmission 

channels that can be classified into two types of risks: 

¶ the physical risks of a changing climate, including more frequent or severe weather events like 

floods, droughts, and storms, as well as other risks stemming from an increase in global 

temperature, and  

¶ the transition risks from moving towards a low-carbon economy, the timing and speed of which 

will depend on policy and regulation, technology development and changes in consumer 

preferences.  

Policymakers and supervisors have identified climate change as a significant source of financial risk for 

several years now5, but assessing its effects remains a daunting task for many, as they differ from the 

traditional sources of financial distress. Capturing climate-related risks means considering their unique 

and complex features, such as assessing an unprecedented combination of impacts spread over a long-

term horizon and bridging persisting climate data gaps6. While uncertainty is inherent in climate-related 

risks, this is not reason enough to shy away from this fundamental challenge. 

Scenario analysis is one approach to tackle this uncertainty. On the one hand, the NGFS scenarios 

provide plausible future developments, because they are constructed with models designed to simulate 

the complex and non-linear dynamics of the energy, economy, and climate systems. On the other hand, 

they account for various possible policy and technology assumptions. Therefore, they allow a rich 

exploration of various plausible future developments and an understanding of the trade-offs between 

various policy and technology choices. 

The NGFS scenarios provide a common starting point for understanding how climate change (physical 

risk) and climate policy and technology trends (transition risk) could evolve in different futures. In the 

newly released Phase IV, the NGFS scenario framework explores a set of seven scenarios characterised by 

different levels of physical and transition risk, primarily driven by the level of policy ambition, policy timing, 

coordination, and technology levels. The main technical features include: 

¶ different climate pathways that depict potential future trajectories of greenhouse gas emissions and 

global temperature increases, 

¶ macro-economic variables that are influenced by climate change, such as GDP growth, inflation, 

interest rates and employment, 

¶ sectoral breakdown, including energy, transportation, and agriculture, 

¶ geographical coverage, accounting for regional and country-level variations in climate risk, 

¶ time horizon spanning multiple decades and long-term perspectives to capture the gradual nature of 

climate change impacts, and 

                                                      

5  Network for Greening the FinÁÎÃÉÁÌ 3ÙÓÔÅÍ ɉΨΦΧήɊȟ ȰFirst progress reportȱȟ "ÁÎÑÕÅ ÄÅ &ÒÁÎÃÅȟ /ÃÔÏÂÅÒȢ 
#ÁÒÎÅÙȟ -Ȣȟ 6ÉÌÌÅÒÏÙ ÄÅ 'ÁÌÈÁÕȟ &Ȣ ÁÎÄ %ÌÄÅÒÓÏÎȟ &Ȣ ɉΨΦΧίɊȟ ȰOpen letter on climate-related financial risksȱȟ "ÁÎË ÏÆ 
England, April. 

6  "ÁÒÁÎÏÖÉçȟ )ÖÁÎÁȟ "ÕÓÉÅÓȟ )ÕÌÉÁȟ #ÏÕÓÓÅÎÓȟ 7ÏÕÔÅÒȟ 'ÒÉÌÌȟ -ÉÃÈÁÅÌ ÁÎÄ (ÅÍÐÅÌÌȟ (ÁÎÎÁÈ 3Ȣȟ ɉΨΦΨΧɊȟ ȰThe challenge of 
capturing climate risks in the banking regulatory framework: is there a need for a macroprudential response?ȱȟ %#" 
Macroprudential Bulletin, 15, issue, number 1. 

https://www.ngfs.net/en/first-progress-report
https://www.bankofengland.co.uk/news/2019/april/open-letter-on-climate-related-financial-risks
https://www.ecb.europa.eu/pub/financial-stability/macroprudential-bulletin/html/ecb.mpbu202110_1~5323a5baa8.en.html
https://www.ecb.europa.eu/pub/financial-stability/macroprudential-bulletin/html/ecb.mpbu202110_1~5323a5baa8.en.html
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¶ policy assumptions, such as the implementation of carbon pricing mechanisms, renewable energy 

targets and other mitigation and adaptation measures.  

The NGFS scenarios combine the analysis of transition, physical and macro-financial risks. To make this 

possible, the NGFS scenarios bring together a global, harmonised set of transition pathways, physical climate 

change impacts and economic indicators. A combination of models is used to capture separately but 

consistently climate, macroeconomic, and financial contingencies. This methodology will later be referred to 

as the suite-of-model approach. As shown in Figure 1, the models used to derive the NGFS scenarios can be 

classified into three broad categories: physical risk models, transition risk models and a macro-financial 

model7.  

 

 

Figure 1. NGFS suite-of-models approach 

¶ Physical risk models include all models that are participating in the Inter-Sectoral Impact Model 

Intercomparison Project (ISIMIP)8 and CLIMADA9 and provide climate and economic indicators 

accounting for changes in climate.  

¶ Transition risk models include three Integrated Assessment Models (IAMs), specifically REMIND-

MAgPIE, GCAM and MESSAGEix-GLOBIOM, that derive the impacts of different policy ambitions on 

the energy sector, emissions, and land use.  

¶ The macro-financial model consists of the NiGEM model (a version specifically modified for the 

purpose of producing the NGFS scenarios), to understand the consequences of transition and physical 

risk on the key macro-financial fundamentals.  

The NGFS suite of models produces a range of internally consistent data on transition risks, physical risks, 

and economic impacts. The NGFS scenarios consist of a set of climate-related and macro-financial variables 

available for each model, scenario, and geography (Figure 2). The data can be accessed freely online:  

                                                      

7  More details on the NGFS modelling approach are provided in NGFS modelling approach of this module. 
8  More information about ISIMIP can be found here. 
9  CLIMADA stands for climate adaptation and is a probabilistic natural catastrophe damage model that also calculates 

averted damage (benefit) thanks to adaptation measures of any kind (from grey to green infrastructure, behavioural, 
etc.). More information here.  

https://www.isimip.org/
https://wcr.ethz.ch/research/climada.html
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Figure 2. Overview of the range of data provided by NGFS scenarios.  
Note: this visual does not contain the full list of variables and is for illustrative purposes only. The names of the variables do 
not necessarily correspond to the ones used in the databases. The number of countries/regions available varies significantly 

depending on the variable. Downscaled climate-related and macro-financial variables are available for 180+ and 50+ 
countries, respectively. 

¶ Physical risk variables can be explored through the NGFS Climate Impact Explorer hosted by Climate 

Analytics. More granular data are available via the ISIMIP project. Physical risk analysis was supported 

by Climate Analytics, ETH Zurich and PIK. 

¶ Transition pathway and macro-financial impact variables are made available in the NGFS Scenarios 

Database hosted by IIASA. The transition pathways were produced by three IAM teams: PIK 

(REMIND-MAgPIE model), IIASA (MESSAGEix-GLOBIOM model) and UMD (GCAM model). Economic 

variables were produced by the National Institute for Economic and Social Research (NIESR) (NiGEM 

model). 

¶ Key data and resources can be explored interactively on the NGFS Scenarios Portal. 

 

1.2 Comparison with other existing climate scenarios 

The NGFS scenarios share some commonalities with other existing climate scenarios, such as the ones 

developed by the Intergovernmental Panel on Climate Change (IPCC) and the International Energy Agency 

(IEA). For instance, all three sets of climate scenarios rely on Integrated Assessment Models (IAMs) to provide 

transition pathways for various narratives (with different but consistent results). Moreover, another shared 

feature of the IPCC, the IEA and the NGFS scenarios is that they are all neither predictions nor forecasts but 

instead explore a range of future climate pathways and/or green transition policies to estimate their future 

economic implications. 

Despite having similar objectives, the NGFS scenarios have some unique features that make them 

particularly suitable for a wide range of applications. The main differences to other existing climate scenarios 

can be summarized in three categories: 

¶ Scope. The NGFS scenarios assess the consequences of both transition and physical risks globally, 

while the IEA scenarios10 focus on transition risk only and IPCC focus on the possible evolution of 

greenhouse gas emissions11. The NGFS Scenarios also include more macroeconomic details.  

                                                      

10  Based on the Global Energy and Climate Model 
11  IPCC (2000), Special Report on Emissions Scenarios, Working Group III of the Intergovernmental Panel on Climate 

Change, see here. 

https://climate-impact-explorer.climateanalytics.org/
https://data.ene.iiasa.ac.at/ngfs/
https://data.ene.iiasa.ac.at/ngfs/
https://www.ngfs.net/ngfs-scenarios-portal/
https://www.ipcc.ch/site/assets/uploads/2018/03/emissions_scenarios-1.pdf
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¶ Time horizon. The NGFS scenarios look at the trade-offs between a green transition and a no-

transition scenario until the end of the century (2100), while the IEA scenarios focus on the implications 

of a green transition until 2050. 

¶ Applications. For the reasons above, the NGFS scenarios are mostly used by central banks, 

supervisory authorities, and financial institutions to assess the costs and benefits of a green transition 

for the financial sector, while the IEA scenarios are mostly used to better understand the implications 

of different green policies in the short run. 

The combination of transition, physical and macroeconomic models has been confirmed by scenario users 

as one of the key strengths of the NGFS scenarios. The results of the first public NGFS survey on climate 

scenarios underline that scenario users rate the NGFS scenarios framework positively compared to other 

existing climate scenarios and highlight the number and relevance of output variables as an additional unique 

selling point of the NGFS scenarios13.   

                                                      

12 There are three main IEA scenarios ÉÎ ÔÈÅ 7ÏÒÌÄ %ÎÅÒÇÙ /ÕÔÌÏÏË ΨΦΨΩȡ 3ÔÁÔÅÄ 0ÏÌÉÃÉÅÓ ÓÃÅÎÁÒÉÏ ɉ34%03Ɋ ɉȰÔÈÅ ÔÒÁÊÅÃÔÏÒÙ 
implÉÅÄ ÂÙ ÔÏÄÁÙȭÓ ÐÏÌÉÃÙ ÓÅÔÔÉÎÇÓȱɊȟ !ÎÎÏÕÎÃÅÄ 0ÌÅÄÇÅÓ 3ÃÅÎÁÒÉÏ ɉ!03Ɋ ɉȰÁÌÌ ÁÓÐÉÒÁÔÉÏÎÁÌ ÔÁÒÇÅÔÓ ÁÎÎÏÕÎÃÅÄ ÂÙ 
ÇÏÖÅÒÎÍÅÎÔÓ ÁÒÅ ÍÅÔ ÏÎ ÔÉÍÅ ÁÎÄ ÉÎ ÆÕÌÌȰɊȟ ÁÎÄ .ÅÔ :ÅÒÏ %ÍÉÓÓÉÏÎÓ ÂÙ ΨΦΫΦ ɉ.:%Ɋ 3ÃÅÎÁÒÉÏ ɉȰÁ ×ÁÙ ÔÏ ÁÃÈÉÅÖÅ Á ΧȢΫ Њ# 
stabilization in the rise in gloÂÁÌ ÁÖÅÒÁÇÅ ÔÅÍÐÅÒÁÔÕÒÅÓȟ ÁÌÏÎÇÓÉÄÅ ÕÎÉÖÅÒÓÁÌ ÁÃÃÅÓÓ ÔÏ ÍÏÄÅÒÎ ÅÎÅÒÇÙ ÂÙ ΨΦΩΦȱɊȢ 

13  .'&3 ɉΨΦΨΩɊȟ ȰNGFS Survey on Climate Scenarios: key findingsȱȟ *ÕÎÅ 

           

    %ØÐÌÁÉÎÅÒ ÂÏØ Ψ 

-ÏÄÅÌÉÎÇ ÓÔÒÕÃÔÕÒÅ 
ÅØÁÍÐÌÅȡ ÈÏ× ÄÏ 
.'&3 ÓÃÅÎÁÒÉÏÓ 
ÃÏÍÐÁÒÅ ×ÉÔÈ )%!12 
ÁÎÄ )0## ÓÃÅÎÁÒÉÏÓȩ 

More technically, the NGFS, IEA and IPCC scenarios also differ in terms of modelling 

and narrative: 

ü The NGFS produces a wider set of scenarios. The NGFS scenarios explore seven 

possible future pathways, looking at both transition and physical risk, while the IEA 

scenarios explore only three scenarios, abstracting from the implications of physical 

risk. 

ü The NGFS offers sets of scenarios that have been created using the REMIND-

MAgPIE model that integrates the macro-economic climate damages into the 

optimization procedure.  

ü The NGFS scenarios combine three model categories in a consistent manner to 

assess the costs and benefits of a green transition: the Integrated Assessment 

Models (IAMs) to assess the economic implications of a green transition; climate 

damage models to understand the consequences of physical risk; a macro-economic 

model (NiGEM) to assess the macroeconomic implications of climate policies and 

unfettered climate change. The IEA scenarios, instead, rely on a single model, i.e., 

the World Energy model. The NGFS suite-of-model approach allows for exploring the 

uncertainty related to model structures and techno-economic and potentially other 

assumptions.  

ü Moreover, the types of models and variables (e.g., endogenous vs exogenous) 

are different from IEA scenarios, which lead to different results.  

 

https://www.ngfs.net/sites/default/files/medias/documents/ngfs_survey_results.pdf
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1.3 Scenario applications 

The NGFS scenarios have become a key ingredient for exploratory stress test and scenario analysis 

exercises worldwide. Originally designed as a tool to advise policymakers on potential future risks, their user 

community continues to grow substantially beyond central banks and supervisors. Since their first vintage in 

2020, the NGFS scenarios have been repeatedly refined with the release of three improved vintages and made 

ÁÖÁÉÌÁÂÌÅ ÁÓ Á ÐÕÂÌÉÃ ÇÏÏÄȢ 7ÈÉÌÅ ÅÖÏÌÖÉÎÇ ÔÏ ÃÁÔÅÒ ÆÏÒ ÎÅ× ÎÅÅÄÓȟ ÔÈÅ .'&3 ÓÃÅÎÁÒÉÏÓȭ unique features as a 

financial risk assessment tool have made them particularly well suited for an increasing range of applications. 

In other words, not only the number of users continues to grow, but also the variety of their applications: 

¶ Risk assessment, scenario analysis and stress testing. Central banks, supervisors and financial 

institutions can use the scenarios to assess the resilience of portfolios, individual institutions or the 

entire financial system under different climate scenarios. This helps to identify potential vulnerabilities 

and allows for the appropriate risk management strategies, as well as assessing the trade-offs of 

different options. 

 

 

 

 

 

 

 

 

 

 

 

¶ Climate disclosures. Granular data on transition pathways, climate impacts and macro-financial 

indicators can enhance strategic thinking and form a key part of climate-related financial disclosures. 

Climate scenarios support harmonisation efforts in this field. 

            

    %ØÐÌÁÉÎÅÒ ÂÏØ Ω 

#ÁÒÂÏÎ ÐÒÉÃÉÎÇ 
ÅØÁÍÐÌÅȡ ÈÏ× ÄÏ 
.'&3 ÓÃÅÎÁÒÉÏÓ 
ÃÏÍÐÁÒÅ ×ÉÔÈ )%! 

ÁÎÄ )0## ÓÃÅÎÁÒÉÏÓȩ 

Since the NGFS scenarios were developed for risk assessment purposes, they do not 

always have equivalents in the IEA or IPCC models, as the latter focus on exploring 

transition pathways. To illustrate this, let us look at the example of carbon pricing. 

ü Carbon prices are structurally different in the NGFS and IEA scenarios. In the case 

of the NGFS scenarios, the carbon price is calculated endogenously within each IAM, 

whereas in the case of the IEA, the carbon price is set exogenously depending on 

national carbon pricing policy and commitments and the degree of emission 

reductions in each scenario. 

ü In other words, in the NGFS scenarios, carbon prices are shadow prices that 

reflect the policy ambition specified by the scenario (e.g., Net Zero by 2050) and 

serve as a measure of overall policy intensity. They are sensitive to factors such as 

the level of ambition to mitigate climate change, the timing of policy 

implementation, the distribution of policy measures across sectors and regions, and 

assumptions regarding technology (e.g., the availability and feasibility of carbon 

dioxide removal). 

ü In addition to (actual) carbon pricing, the scenarios developed by the IEA 

separately consider a wide range of other policy measures that can contribute to 

emission reductions, and the carbon price is not a marginal abatement cost that 

is derived through an optimization calculation. Carbon prices that are linked to 

emission reductions through formulation under IAMs and carbon prices that are set in 

a situation where policy measures other than carbon pricing are in place are different 

in nature. In the presence of other policy measures, the carbon prices implicit in the 

IAMs tend to be higher (CRIEPI, 2022). 
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¶ Strategy and policy alignment. While many actors in the private and public sectors are revising their 

strategies and policies to align with particular goals, the NGFS scenarios highlight some key themes 

that can be used to help guide decision-making and set more granular targets. For example, NGFS 

scenarios can help financial institutions develop their net zero transition plan and manage associated 

risks, as well as support the alignment of climate targets. 

¶ Investor engagement: Investors can use the scenarios as a basis for dialogue with companies and 

assess the long-term sustainability of their investment portfolios. 

¶ Further academic research: The NGFS scenarios can be used as a starting point for researchers and 

technical specialists who wish to extend them to include higher granularity and other channels and/or 

feedback effects.  

The NGFS scenarios are helping a wide range of public and private sector players to identify climate risks 

globally. The results of a stocktaking exercise14 on climate scenarios, models, data, and metrics used by 

members of the Financial Stability Board (FSB) and the NGFS show that the vast majority of the 53 members 

that have completed, are conducting, or plan to conduct a climate scenario analysis exercise rely on the NGFS 

scenarios. The report argues that the NGFS scenarios are at the core of these exercises, with most of the 

sampled institutions worldwide making use of them, either with or without adjustments in some of their 

components or outcomes. (See FSB-NGFS, 2022).15 

Furthermore, survey results16 confirm that the NGFS scenarios have become an essential tool among both 

private and public sector actors in understanding the financial risks stemming from a changing climate, as well 

as the opportunities of climate mitigation action. The NGFS survey finds that over 70% of 213 respondents from 

57 countries use them, mostly to better understand the impacts of climate risks and to build internal capacity. 

In addition, the richness and granularity of the scenarios make them useful also for a wide range of audiences 

including consultancies, academics, international organisations, or civil society organisations, among others. 

(See NGFS,2023).17 

The NGFS scenarios can also help policymakers and central banks understand the impacts of transition 

policies on the macroeconomic outlook, which in turn can feed into relevant policy decisions. Alongside the 

impact of climate change and climate policies on the key macroeconomic indicators (such as GDP, commodity 

prices, inflation, and interest rates), the NGFS scenarios also give insights that can inform policymakers. For 

example, they provide estimates of the investments needed across energy sectors to reach the climate targets. 

The scenarios show how much all these variables differ across regions and can thus support the calibration of 

country-specific climate policies and risk assessment exercises. The NGFS scenarios are also an important tool 

to assess the forward-looking impact of climate change on macroeconomic fundamentals, which can support 

ceÎÔÒÁÌ ÂÁÎËÓȭ ÐÏÌÉÃÙ ÄÅÃÉÓÉÏÎÓȢ 

                                                      

14  Information on a total of 66 climate scenario analysis exercises was obtained. 

15 Climate Scenario Analysis by Jurisdictions: initial findings and lessons, November 2022 

16Most of the respondents come from financial institutions, central banks, and consulting firms; and use NGFS scenarios 
to better understand the impact of climate risks on the respective organisation, individual financial institutions, or 
financial stability. In addition, 95% of the respondents that have already concluded exercises based on NGFS scenarios 
are (at least partially) satisfied with the outcome. 

17 NGFS Survey on Climate Scenarios: key findings, June 2023 

https://www.ngfs.net/en/climate-scenario-analysis-jurisdictions-initial-findings-and-lessons
https://www.ngfs.net/en/note-ngfs-survey-results
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The NGFS scenarios have evolved from a policy tool for selected users to a common language for climate 

risks for all. Although they were originally developed by central banks and supervisors to help inform and guide 

policy across the globe, they are used, by now, for an increasing variety of applications by financial institutions, 

policymakers, and other key stakeholders to assess the financial risks associated with climate change and 

support the transition to a more sustainable and resilient economy.
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2. NGFS scenario narratives 

The NGFS scenarios framework explores a set of possible transition pathways, depending on different 

levels of ambition and coordination in terms of climate policies. As shown in the NGFS scenarios framework 

(Figure 3), the NGFS scenarios can be grouped into four quadrants: orderly transition, disorderly transition, hot 

house world, and too little, too late scenarios.  

 

Figure 3. Overview of the NGFS scenario framework 

The NGFS scenarios explore the impacts of climate change and climate policy with the 

aim of providing a common reference framework.  

Key messages 

¶ The NGFS scenarios explore a set of seven climate scenarios that can be grouped 

into four categories (quadrants): orderly transition, disorderly transition, hot house 

world, and too little, too late. Each scenario is characterized by its overall level of physical 

and transition risk, which are driven by the level of policy ambition, policy timing, 

coordination, and technology levers. 

¶ In this fourth vintage, the NGFS scenarios have been enriched and updated, including 

both narrative-related and technical improvements, as well as increased usability.  

o The NGFS scenarios narratives have been updated and expanded to reflect the 

most recent developments, including geopolitical (e.g. the Russian invasion of 

Ukraine) and technological ones (e.g. the availability of CDR), as well as delays in 

policy implementation.  

o The technical refinement of the modelling framework has improved the design of the 

NGFS scenarios, especially in the area of physical risk.  

o Improvements in the usability of the accompanying materials have increased the 

transparency of the NGFS scenarios and their underlying models. The 

documentation has been adapted to different user needs, making it more accessible 

to both expert and non-expert users, based on user feedback collected. 
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¶ Orderly scenarios assume that ambitious climate policies are introduced early and become gradually 

more stringent. Both physical and transition risks are relatively subdued. 

¶ Disorderly scenarios assume that climate policies are delayed or divergent across countries and 

sectors. These scenarios are associated with subdued physical but high transition risks, as, for instance, 

carbon prices might need to rise sharply and abruptly. 

¶ Hot house world scenarios assume that global warming cannot be limited due to insufficient global 

efforts. As a result, critical temperature thresholds are exceeded, leading to severe physical risks and 

irreversible impacts like sea-level rise.  

¶ Too little, too late  scenarios assume that a late and uncoordinated transition fails to limit physical 

risks.  

2.1 Description of narratives 

In this fourth vintage, the NGFS scenarios explore a set of seven possible transition pathways, depending 

on different levels of ambition and coordination in terms of climate policies. The scenarios are mapped in 

the NGFS scenario framework in Figure 4 and can be summarised as follows. 

- Low Demand explores the global efforts needed to be able to limit global warming to below 

1.5°C by 2050 in an orderly fashion, aligned with the Paris Agreement, driven by lower energy 

demands. Given the policy delays, this orderly scenario shows that achieving these targets 

will require even greater ambition in future compared with the previously publiÓÈÅÄ ȬÏÒÄÅÒÌÙ 

ÔÒÁÎÓÉÔÉÏÎȭ ÓÃÅÎÁÒÉÏÓȢ 

- Net Zero 2050 limits global warming to 1.5°C through stringent climate policies and 

innovation, reaching global net zero CO2 emissions around 2050. Some jurisdictions such as 

the US, EU, UK, Canada, Australia, and Japan reach net zero for all GHGs. 

- Below 2°C Below 2°C gradually increases the stringency of climate policies, giving a 67% 

chance of limiting global warming to below 2°C. Additionally, countries with net zero targets 

reach them partially (80% of the target). 

- Delayed Transition assumes annual emissions do not decrease until 2030. Strong policies are 

needed to limit warming to below 2°C. Negative emissions are limited. 

- Nationally Determined Contributions (NDCs) includes all pledged targets even if not yet 

backed up by implemented effective policies. 

- Current Policies assumes that only currently implemented policies are preserved, leading to 

high physical risks. 

- Fragmented World assumes a delayed and divergent climate policy response among 

countries globally, leading to high physical and transition risks. Countries without zero targets 

follow current policies, while other countries achieve them only partially (80% of the target). 

 

/ÒÄÅÒÌÙ 

$ÉÓÏÒÄÅÒÌÙ 

4ÏÏ ÌÉÔÔÌÅȟ ÔÏÏ 
ÌÁÔÅ 

(ÏÔ ÈÏÕÓÅ 
×ÏÒÌÄ 



     18 

 

Figure 4. The NGFS scenario framework in Phase IV 

The transition pathways for the NGFS scenarios show a range of higher and lower risk outcomes that 

explore a different set of assumptions about the evolution of climate policy, emissions, and temperatures. 

Each scenario is based on several key design choices relating to policy ambition (captured by specific end-of-

century temperature targets or policy packages), short-term policy, overall policy coordination and technology 

availability. Table 1 highlights the various assumptions underlying these design options, which are explained in 

more detail below. Table 3 compares the key assumptions across scenarios.  

The main driving forces of the scenarios are the evolution of carbon prices and the evolution of CO2 

emissions, which are strictly related. 
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Table 1. Overview of NGFS scenario narratives 

Quadrant NGFS scenario Narrative explained 

Orderly Low Demand  
(1.5°C) 

This scenario includes significant behavioural changes in our energy 
generation and consumption activities to ensure an orderly, Paris-
aligned transition18.  

¶ Global CO2 emissions reach or approach net zero in 2050. 

Countries with a political commitment to a net zero target defined 

before February 2023 reach net zero at their target year or earlier.  

¶ Some jurisdictions such as the US, EU, UK, Canada, Australia, and 

Japan reach net zero for all GHGs. 

¶ Additional levers in end-use sectors (e.g., behavioural changes, 

reducing energy demand, inducing faster electrification, and 

substitution through renewables) mitigate the pressure on carbon 

taxes to induce the transition and are the distinguishing feature of 

this scenario compared to the Net Zero scenario by 2050. 

Net Zero 2050 
(1.5°C) 

Global warming is limited to 1.5°C (with a 50% chance) through 
stringent climate policies and innovation, reaching global net zero CO2 
emissions around 2050.  

¶ Global CO2 emissions reach or approach zero in 2050. Countries 

with a political commitment to a net zero target defined before 

end of March 2023 reach net zero at their target year or earlier. 

¶ Some jurisdictions such as the US, EU, UK, Canada, Australia, and 

Japan reach net zero for all GHGs. 

Below 2°C 
(2°C) 

The stringency of climate policies is gradually increased, giving a 67% 

chance of limiting global warming to below 2°C by the end of the 

century. 

¶ Global CO2 emissions evolve such that the end-of-century temperature 

goal of 2°C warming is reached (with a 67% chance). 

¶ Countries who have net zero targets follow through on 80% of them, 

others follow less ambitious trajectories.  

                                                      

18  Ȱ0ÁÒÉÓ-ÁÌÉÇÎÅÄȱ ÒÅÆÅÒÓ ÔÏ ÁÃÈÉÅÖÉÎÇ ÔÈÅ ΧȢΫ-degree target of the Paris Climate Agreement by reducing greenhouse gas 
ÅÍÉÓÓÉÏÎÓȡ ȰÌÉÍÉÔÉÎÇ ÔÈÅ ÇÌÏÂÁÌ ÔÅÍÐÅÒÁÔÕÒÅ ÉÎÃÒÅÁÓÅ ÔÏ ÎÏ ÍÏÒÅ ÔÈÁÎ ΧȢΫ ÄÅÇÒÅÅÓ #ÅÌÓÉÕÓ ÂÙ ÔÈÅ year 2100 compared 
to pre-ÉÎÄÕÓÔÒÉÁÌ ÔÉÍÅÓȢȱ 
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Disorderly Delayed 
Transition  

Annual emissions do not decrease until 2030. Strong policies are needed 

to limit warming to below 2°C.  

¶ Countries stick to current policies until 2030 and experiencÅ Á ȰÆÏÓÓÉÌ 

ÒÅÃÏÖÅÒÙȱȟ ÁÆÔÅÒ ×ÈÉÃÈ ÔÈÅÙ ÔÒÁÎÓÉÔÉÏÎ ÓÕÃÈ ÔÈÁÔ ÔÈÅ ÅÎÄ-of-century 

temperature goal of 2°C warming is reached. This change of regime in 

2030 is unanticipated and therefore disruptive. Countries with net-zero 

policy target commitments are assumed to follow-through on 80% of 

them. Negative emissions are limited. 

Hot house 
world 

Nationally 
Determined 
Contributions 
(NDCs) 

All pledged targets are assumed to be implemented, even if they are not 

yet backed up by effective policies. 

¶ Countries implement pledged policies in addition to current policies 

and keep their level of ambition beyond the NDC horizon. The cut-off 

date for targets being considered here is those published by the 

UNFCCC until end of March 202319. 

Current Policies Only currently implemented policies are preserved, leading to high 

physical risks. 

¶ Existing climate policies remain in place but there is no strengthening 

of ambition level of these policies20. 

Too little, 
too late 

Fragmented 
World 

A delayed and divergent climate policy response among countries 
globally leads to high physical and transition risks. 

¶ Only currently implemented policies are maintained until 2030 
(delayed transition); thereafter, countries that have set themselves a 
net zero target only reach an 80% reduction by 2050, while others 
continue with current policies (divergent transition).  

                                                      

19 See https://unfccc.int/NDCREG  

20 The detail of policy representation differs across models and across different sectors. Policy implementation has been 
included in as much detail as possible, but due to limited granularity of sector representation, all models also 
represent some policies as proxies, for example via aggregate final energy reductions instead of explicit 
implementation of efficiency standards, or a carbon price. 

https://unfccc.int/NDCREG
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Table 2. Overview of NGFS scenarios by key assumptions. The table maps out key features of the scenario narrative and their 
macro-financial risk implicationÓ ÓÔÅÍÍÉÎÇ ÆÒÏÍ ÔÒÁÎÓÉÔÉÏÎ ÏÒ ÐÈÙÓÉÃÁÌ ÒÉÓËȢ 'ÒÅÅÎ ÍÅÁÎÓ ȰÌÏ× ÒÉÓËȱȟ ÙÅÌÌÏ× ÍÅÁÎÓ ȰÍÅÄÉÕÍ 
ÒÉÓËȱȟ ÒÅÄ ÍÅÁÎÓ ȰÈÉÇÈ ÒÉÓËȱȢ 

Category Scenario End of 

century 

(peak) 

warming ɀ 

model 

average 

Policy 

reaction 

Technology 

change 

Carbon 

dioxide 

removal - 

Regional 

policy 

variation + 

Orderly Low Demand 

(NEW) 

1.4°C 

(1.6°C) 

Immediate 

and smooth 

Fast change Medium 

use 

Medium 

Variation 

Net Zero 2050  1.4°C 

(1.6°C) 

Immediate 

and smooth 

Fast change Medium-

high use 

Medium 

Variation 

Below 2°C  1.7°C 

(1.8°C) 

Immediate 

and smooth 

Moderate 

change 

Medium 

use 

Low 

variation 

Disorderly Delayed 

Transition 

1.7°C 

(1.8°C) 

Delayed Slow/ Fast 

change 

Low-

medium 

use 

High 

variation 

Hot house 

world 

Nationally 

Determined 

Contributions 

(NDCs)  

2.4°C 

(2.4°C) 

NDCs Slow change Low-

medium 

use 

Medium 

variation 

Current 

Policies  

2.9°C 

(2.9°C) 

None - 

current 

policies 

Slow change Low use Low 

variation 

Too-little-

too-late 

Fragmented 

World (NEW) 

2.3°C 

(2.3°C) 

Delayed and 

Fragmented 

Slow/ 

Fragmented 

change 

Low-

medium 

use 

High 

variation 
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2.2 What is new in the NGFS scenario framework? 

In this fourth vintage, all NGFS scenarios have been substantially enriched in their key features to better 

reflect a more pronounced disorderly future considering recent developments. Delayed implementation of 

climate policies, persistently high emissions, and the consequences of the war in Ukraine on energy system 

trajectories are contributing to an overall increase in disorderliness of the NGFS scenarios. Figure 5 displays the 

movements in scenario mapping in the NGFS scenario framework. The main changes are described as follows: 

 

Figure 5. NGFS scenario framework: from Phase III to Phase IV. Movements in the scenario mapping are represented by 
arrows, new scenarios introduced in Phase IV are indicated with a plus (+) symbol, and the phased out scenario is marked with 

a cross (x). 

¶ Net Zero 2050 (1.5°C) has shifted upwards and right in the framework given the higher baseline emissions 

(2021-2025), leading to increased disorderliness with higher physical and transition risks. This scenario 

assumes higher peak warming temperatures, and steeper increases in carbon tax programmes to reach 

global net zero CO2 ÁÒÏÕÎÄ ΨΦΫΦȢ #$2 ÁÖÁÉÌÁÂÉÌÉÔÙ ÉÓ ËÅÐÔ ȰÍÅÄÉÕÍȱ ÁÓ ÉÎ 0hase III, but with lower Bioenergy 

with Carbon Capture and Storage (BECCS) use. 

¶ Below 2°C has shifted upwards in the framework, showing an increased transition risk and slightly lower 

physical risk. It assumes that countries limit global warming to +2°C in 2100 (with 67% probability). 

Compared to Phase III, country net zero targets have been added, assuming an emissions reduction of at 

least 80% compared to 2020 would be reached by countries with such targets. This inclusion slightly lowers 

peak warming and increases disorderliness, resulting in less physical risk but more transition risk.  

¶ Delayed transition has been updated without a change in its narrative. It assumes annual emissions do not 

decrease until 2030. Strong policies are needed to limit warming to below 2°C. Negative emissions are 

limited. 
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¶ Divergent Net Zero (1.5C) scenario, previously included in Phase III, has been phased out in this new fourth 

vintage given the reduced likelihood of a successful uncoordinated transition. This streamlining decision 

also contributes to the ongoing efforts to improve the usability of NGFS scenarios for its broad user 

community, striking the right balance between usability and complexity of its framework. 

¶ Nationally Determined Contributions (NDCs) foresees that currently pledged conditional NDCs are 

implemented fully, and respective targets on energy and emissions in 2025 and 2030 are reached in all 

countries, even if not yet backed up by implemented effective policies. The cut-off date for targets being 

considered here is until end of March 2023, as published by the UNFCCC. This results in a slight decrease in 

long-term physical risk compared to Phase III due to newly announced commitments. Nevertheless, 

physical risk remains high.  

¶ Current Policies existing climate policies remain in place, but there is no strengthening of the ambition 

level of these policies. The scenario has been updated to take new policies into account (EU Fit-for-55, US 

IRA, etc.). This results in a slight decrease in long-term physical risk compared to Phase III due to newly 

implemented policies. Nevertheless, physical risk remains very high. 

Second, the NGFS scenarios framework has been further expanded in the set of scenarios to capture more 

and less adverse disruptionsȢ 4Ï ÁÃÃÏÕÎÔ ÆÏÒ ȰÔÏÏ-little-too-ÌÁÔÅȱ ÃÌÉÍÁÔÅ ÐÏÌÉÃÉÅÓȟ ÁÓ ×ÅÌÌ ÁÓ ÔÈÅ ÐÏÓÓÉÂÉÌÉÔÙ ÏÆ 

still meeting the Paris Agreement, two new scenarios have been designed and introduced. 

¶ First, there is a risk of further delays and fragmentation in the international climate policy landscape, made 

more severe by the energy crisis following the war in Ukraine. A new too-little-too-late scenario 

Fragmented World has been added to explore such adverse developments. It entails delayed policy action 

until 2030 and divergence in policy ambition thereafter, with countries having net zero targets supposedly 

following these, and countries without net zero targets supposedly following the current policies. 

Given its design features, the FW scenario can be particularly useful for regulators, as well as central banks 

and supervisors. It emphasizes the critical role played by international policy coordination (or the lack 

thereof), and it explores more adverse impacts if we fail to implement climate mitigation policies in a timely 

and globally coordinated manner. Therefore, it can be used as a baseline for climate stress tests. 

¶ Second, the +1.5°C end-of-century warming limit, which the world has committed to in the Paris 

agreement, becomes ever more challenging to achieve due to persistently high and rising global emissions. 

This is reflected in the increasing disorderliness of the Net Zero 2050 scenario. Therefore, a new Paris-

aligned orderly transition scenario Low Demand has been added. 

This scenario includes lower energy demand and stronger behavioural changes, mapping out the 

challenging path to still reach the Paris goals in an orderly way.  

Low Demand shows that greater energy sobriety, deep electrification, and improved energy efficiency will 

be needed to reach the 1.5°C target ɀ all of which will, however, be less costly than inaction or disorderly 

transition in the long term. This scenario can be particularly informative to policymakers and regulators, as 

it illustrates the challenges as well as the feasibility and benefits of carrying on with the net zero transition. 

Third, as in each iteration, the NGFS scenarios have been brought up to date with new economic and 

climate data, policy commitments and model versions. All NGFS scenarios have been updated to account for 

changes in the broad geopolitical and climate policy situation, including the war in Ukraine, delays in 

government climate action and lock-in of fossil fuel technologies in many jurisdictions. Updates have also been 

made to the use of Carbon Dioxide Removal (CDR) technologies, which has been limited compared to the Phase 
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III scenarios. These updates have been applied consistently across scenarios and models to improve 

comparability of results. Table 3 summarises the main changes in Phase IV.  

 

Table 3. Overview of main changes in Phase IV compared to Phase III 

Quadrant 
NGFS 
scenario 

Main changes in Phase IV (compared to Phase III) 

All NGFS scenarios 

All scenarios are more disorderly in Phase IV reflecting delays in policy action 
and the current geopolitical situation/energy crisis  

¶ Updates reflecting energy market disruption due to the Russian war in 

Ukraine. All scenarios and their underlying models have been updated, 

e.g., including recent policy actions, and including energy sector 

ramifications of the Russian war in Ukraine. 

¶ Limits to the use of carbon dioxide removal (CDR) technologies. All 

scenarios assume limited availability of BECCS and dropping the 

availability of direct air carbon capture and storage (DACCS). This makes 

scenarios more adverse in the sense that reductions of fossil fuel use need 

to be more severe. The carbon tax implementing these demand 

reductions would be higher. 

Orderly Low Demand  
(1.5°C) 

NEW scenario 

Net Zero 
2050 
(1.5°C) 

New net zero targets considered, less CDR 

Update of net zero targets (see table 38) 

Below 2°C 
(2°C) 

Countries with net zero targets follow through on 80% of pledged reductions, 
less CDR 

NDCs partial achievement: net zero targets are assumed to be 80% fulfilled, to 
better reflect the actual policy ambition globally 

Disorderly Delayed 
Transition 
(2°C) 

Net zero targets updated 

¶ Update of net zero targets (see table 38) 

Hot house 
world 

Nationally 
Determined 
Contributions 
(NDCs) 

New NDCs considered 

¶ Updated NDCs, including IRA and Fit for 55. 

Current 
Policies 

Inclusion of additional policies (IRA, Fit for 55), updated assumptions regarding 
technical change and GDP. 
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Too little, 
too late 

Fragmented 
World 

NEW scenario  

 

2.3 Shared model input assumptions  

All scenarios share the same underlying assumption on key socio-economic drivers, such as harmonised 

population and economic developments, which are taken from the Shared Socioeconomic Pathway SSP2 

ɉ$ÅÌÌÉÎË ÅÔ ÁÌȢȟ ΨΦΧέȠ &ÒÉÃËÏ ÅÔ ÁÌȢȟ ΨΦΧέȠ +# Ǫ ,ÕÔÚȟ ΨΦΧέȠ /ȭ.ÅÉÌÌ ÅÔ ÁÌȢȟ ΨΦΧέȠ 2ÉÁÈi, van Vuuren, et al., 2017). Thus, 

all NGFS scenarios are to a great extent aligned with the Middle of the Road Shared Socioeconomic Pathway, 

which is neither optimistic, nor very pessimistic. 

Further drivers such as food and energy demand are also harmonised, though not at a precise level but in terms 

of general patterns. 

To account for the COVID-19 pandemic and its impact on economic systems including the near-term recovery 

until 2025, the GDP and final energy demand trajectories have been adjusted based on projections from the 

IMF (IMF 2021, Koch & Leimbach 2023). 

The transition pathways do not incorporate the anticipation of potential future economic damages from 

physical risks (except for REMIND-MAgPIE scenarios with integrated damages). In other words, damages to 

infrastructure systems and the economy in the future, caused by emissions today, have no feedback 

mechanism that affects current choices. We provide acute and chronic physical damages for each scenario, but 

they are not incorporated in the transition models. 
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3. NGFS modelling approach 

The NGFS scenarios bring together a global, harmonised set of transition pathways, physical climate 

change impacts and economic indicators. They combine the analysis of transition, physical and macro-

financial risks to shed light on the long-term trade-offs between the costs of climate mitigation and the 

consequences of unfettered climate change. They take a long-term perspective, which is necessary to assess 

the benefits of reduced physical risk over the next decades driven by effective climate policies: a scenario 

focussed on the next few years would, in fact, only capture the costs of climate action, while omitting the future 

but long-lasting benefits of meeting the Paris temperature targets ɀ which is the very reason why climate action 

is needed. 

Climate risks and their transmission channels 

Climate risks could affect the economy and financial system through a range of different transmission 

channels. To understand the potential macroeconomic impacts of climate risks, we can distinguish between 

risks related to the transition to a lower-carbon economy (transition risks) and risks related to the physical 

impacts of climate change (physical risks), as shown in Figure 6. 

 

Figure 6. Transmission channels: climate risks to financial risks. Source: NGFS (2022) 

This section explains the modelling choices made by the NGFS, and describes the 

models used to generate the NGFS Scenarios.  

Key messages 

¶ To reflect the uncertainty inherent to modelling climate-related macroeconomic and financial 

risks, the NGFS scenarios use different models, and explore a wide range of scenarios 

across regions and sectors. This is called the NGFS suite-of-model approach. 

¶ The NGFS suite-of-models is internally aligned in a coherent way and produces a range of 

data on transition risks, physical risks, and economic impacts. 
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¶ Transition risks affect the profitability of businesses and wealth of households, creating financial risks 

for lenders and investors. They also affect the broader economy through investment, productivity, and 

relative price channels, particularly if the transition leads to stranded assets.  

¶ Physical risks affect the economy in two ways: Acute impacts from extreme weather events can lead 

to business disruption and damages to property. There is some evidence that with increased warming 

they could also lead to persistent longer-term impacts on the economy. These events can increase 

underwriting risks for insurers, possibly leading to lower insurance coverage in some regions, and 

impair asset values. Chronic impacts, particularly from increased temperatures, , may affect labour, 

capital, land, and natural capital in specific areas. By affecting individual businesses, households and 

the broader macroeconomy, climate risks could translate into financial risks and affect the financial 

system. 

Seven different academic institutions or initiatives joined forces under the aegis of the NGFS to ensure the 

overall consistency of the scenario framework while still relying on state-of-the-art and peer-reviewed 

academic literature. The NGFS therefore uses existing models, each of them being specialised and advanced 

in capturing one single part of the framework. This allows deep diving in the reactions of economic sectors to 

climate change and/or climate policies with a higher level of granularity, coverage, and precision than otherwise 

possible. The models chosen for the NGFS scenarios also inform the IPCC reports, thus ensuring a high level of 

consistency between the NGFS and the IPCC frameworks. Furthermore, this collaboration has facilitated 

dialogues across specialised institutions, that has allowed a cross-fertilisation of ideas and skills to improve 

existing methodologies and advance our understanding of climate scenarios further.  

NGFS suite-of-model approach 

The NGFS scenarios are based on a modular, suite-of-model approach to capture separately but 

consistently climate, macroeconomic, and financial contingencies. The models used to derive the NGFS 

scenarios can be classified into three broad categories: 

¶ Physical risk models include all physical risk models that are participating in ISIMIP and CLIMADA and 

provide climate and economic indicators because of changes in climate.  

¶ Transition risk models include three Integrated Assessment Models (IAMs), specifically REMIND-

MAgPIE, GCAM and MESSAGEix-GLOBIOM, that derive the impacts of different policy ambitions on 

the energy sector, emissions, and land use.  

¶ The macroeconomic model consists of the NiGEM model (a version specifically modified for the 

purpose of producing the NGFS scenarios), to understand the consequences of transition and physical 

risk on key macro-financial fundamentals.  

The transition pathways for the NGFS scenarios have been generated with these three well-established 

IAMs and linked to a macroeconomic model (NiGEM) to extend the macro-economic information. The IAMs 

have been used in a vast number of peer-reviewed scientific studies on climate change mitigation and their 

results feature in several assessment reports (Clarke et al., 2014; Forster et al., 2018; Jia et al., 2019; Rogelj, 

Shindell, et al., 2018; UNEP, 2018, IPCC 2022a). They allow the estimation of global and regional mitigation 

costs (Kriegler et al., 2013, 2014, 2015; Luderer et al., 2013; Riahi et al., 2015; Tavoni et al., 2013), the analysis of 

emissions pathways (Riahi, van Vuuren, et al., 2017; Rogelj, Popp, et al., 2018, Riahi et al., 2021), associated 

land use (Popp et al., 2017) and energy system transition characteristics (Bauer et al., 2017; GEA, 2012; Kriegler 

et al., 2014; McJeon et al., 2014), the quantification of investments required to transform the energy system 

(GEA, 2012; McCollum et al., 2018; Bertram et al., 2021) and the identification of synergies and trade-offs of 

sustainable development pathways (Bertram et al., 2018; TWI2050, 2018). In short, they optimize energy 
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systems and land/water use in the face of long-run population and production trends. To shed light on the 

potential macroeconomic impacts, the IAMs have been linked to the macro-economic model NiGEM. Put 

simply, this mid-term global econometric model takes in energy-related and carbon tax inputs from the IAMs 

and generates macro-financial series such as inflation, unemployment, and house price index (HPI) that would 

be more typically used in financial modelling. The NGFS suite of models is aligned in a coherent way to produce 

results that are internally consistent. 

 

 

Figure 7. Interactions between the three model categories in the NGFS framework 

 

Figure 7 illustrates the NGFS suite of models and how models interact with each other. Transition and physical 

risk models have been aligned in terms of temperature pathways, to ensure that both their impacts on the 

economy are consistent and comparable. The way transition and physical models are combined with the 

macro-financial model NiGEM is instead sequential. Energy- and emission-related variables produced by the 

three IAMs are used as input by NiGEM. Similarly, NiGEM obtains input variables from the physical risk models. 
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Modelling the macro-financial effects of climate scenarios is an exercise that sits in the nexus of two distinct 
fields 1) climate, energy, and land use, and 2) the macroeconomy. The first is usually modelled using an 
engineering approach since energy systems (and emissions) dynamics are determined by long-run investment 
in different vintages of technologies that convert resources into energy, such as coal-fired power plants or 
windmills, and are constrained by physical resource endowments inherent in each region due to factors such as 
geology or wind patterns. On the other hand, higher-frequency macroeconomic dynamics are typically 
modelled by understanding the relationship of purely economic series in history and are agnostic on energy mix 
or land/water use. Producing climate scenarios most useful for financial analysis would entail integrating these 
two contrasting frameworks' data and key methodological elements. Modelers can address this challenge by 
either designing a holistic model that can represent both long-term energy use and mid-term macroeconomic 
outcomes or utilize a modular approach by linking two separate frameworks. Both methods have their upsides 
and downsides to consider. While a modular approach gains in specificity, openness, and flexibility, it also 
sacrifices in consistency. A single unified model on the other hand may need to make sacrifices in terms of detail 
on certain, potentially key, subcomponents, but would find it easier to maintain conceptual soundness and 
overall consistency.   

          

%ØÐÌÁÉÎÅÒ ÂÏØ Ϊ 
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The NGFS suite of models contrasts with the single model approach in that it 

builds on the strengths of each type of model, but at the same time there are 

challenges to be considered.  

Main benefits 

ü The strength of the NGFS suite of models is in their global coverage and 

integrated assessment of risks. Where possible, multiple models have been 

used for each scenario and warming level to represent uncertainty. 

ü Comparable outputs. The three NGFS IAMs produce comparable outputs for 

energy and land-use series, although sometimes with varying methodologies, 

and can be equally interchanged when used downstream in NiGEM.  

ü Flexibility.  Users can choose from comparable IAM outputs in macroeconomic 

models. 

ü Openness. Users can examine the sensitivity of using different methodological 

assumptions at the energy and land/water use system level on lower-level 

economic drivers, increasing transparency and robustness. 

Main challenges 

ü This modular approach makes sacrifices in terms of unity (although there is a 

reconciliation process between common endogenous outputs). 

ü While significant research advances have been made recently, care should be 

taken in using the results, particularly at the most granular levels. 

 



     30 

The NGFS scenarios take the modular approach as a starting point, following the trend in the energy systems 

field to tackle complexity by leveraging the individual strengths of a variety of models.21 Indeed, the IAMs also 

follow this strategy, as they were developed to model phenomena that were studied in different disciplines. For 

example, within the IAMs, separate macroeconomic modules exist mainly to generate long-run aggregate 

energy and resource demand, with energy and land-use modules calculating the optimal structure of these 

systems to fulfil this demand and climate modules calculating the subsequent effects on temperature. Key 

inter-module interactions, such as price feedback, are modelled with hard links.  

Utilizing the IAMs (GCAM, MESSAGEix-GLOBIOM, and REMIND-MAgPIE) for key energy, land/water use, and 

carbon tax series ensures these components are modelled most accurately, providing energy transition and 

other dynamics that have been used in hundreds of peer-reviewed scientific studies on climate change 

mitigation. On the other side, the modelling of the impact of these series on the macroeconomy with NiGEM, 

the leading global macroeconomic model, leverages its considerable strengths in this area as well. Both 

policymakers and private sector organizations across the globe rely on these models for economic forecasting, 

scenario building, and stress testing. 

The modular approach also carries the benefit of flexibility, additionally leading to further transparency and 

robustness. If intermediate series are consistent in interpretation, models that interact with them can be 

switched in or out. A concrete example is in the presence of 3 options of IAMs to generate energy and land-use 

series. They all produce comparable outputs, although sometimes with varying methodologies, and can be 

equally interchanged when used downstream in NiGEM. This enables users to examine the sensitivity of using 

different methodological assumptions at the energy and land/water use system level on lower-level economic 

drivers, increasing transparency and robustness. In addition, users can directly use IAM outputs in 

macroeconomic models of their choice. This contrasts with a single model approach which would be more 

difficult to disentangle modularly. 

While the outputs of the two modelling frameworks mostly do not intersect, with energy and land/water use 

on the IAM side and macro-financial variables from NiGEM, both sides of the framework do generate 

endogenous or semi-ÅÎÄÏÇÅÎÏÕÓ '$0 ÅÓÔÉÍÁÔÅÓȢ )!-Óȭ ÂÁÓÅÌÉÎÅ '$0 ÉÓ ÅØÏÇÅÎÏÕÓ ÁÎÄ ÂÁÓÅÄ ÏÎ 330Ψ 

variables. GDP then changes semi-endogenously due to transition costs in each scenario. To ensure 

consistency, NiGEM sets demand and supply-side shocks such that its baseline GDP matches the GDP target 

from the IAMs (GDP then deviates from baseline in each scenario). In addition to the above, each scenario also 

includes chronic physical risks shocks via demand and supply-side shocks (see Figure 8). Based on scenario 

temperature outcomes, GDP shocks for chronic physical risks are computed using a damage function, and 

subsequently fed as input to NiGEM. 

 

 

 

                                                      

21 See https://papers.ssrn.com/sol3/papers.cfm?abstract_id=318680.  

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=318680
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3.1 The NGFS IAMs ɀ process-based modelling of the energy transition 

Even though the NGFS IAM models were developed by different research groups, with each model having 

its own unique features, strengths, and limitations, they all have in common a similar modular structure 

and set of shared assumptions, with scenarios based on the widely used Shared Socio-economic Pathways 

(SSPs), and harmonized population and economic development trajectories. They combine macro-economic, 

agriculture and land-use, energy, water, and climate systems into common numerical frameworks that enable 

the analysis of the complex and non-linear dynamics in and between these components.  

In contrast to simpler cost-benefit IAMs like Dynamic Integrated Climate-Economy models (DICE) and Regional 

Integrated Climate-Economy models (RICE), the IAMs used by the NGFS cover more systems with a finer 

granularity and process detail, which leads them to be referred to as process-based IAMs. For instance, they 

offer highly granular representations of the energy system, taking an engineering-style approach to modelling 

the conversion of raw natural resources into energy using various competing technologies. An overview of their 

high-level structure can be pictured in Figure 8. 

Ȭ 
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Integrated assessment models (IAMs) are simplified representations of complex 

physical and social systems, focusing on the interaction between economy, society, 

and the environment. 

ü IAMs represent the coupled energy-economy-land-climate system to varying 

degrees. In some ways, IAMs can differ from each other: there can be significant 

variation in geographical, sectoral, spatial and time resolution; they rely on different 

technological representation; they can use partial or general equilibrium 

assumptions; and they can assume perfect foresight or recursive-dynamic 

methodology. The difficulty in fully representing the extent of climate damages in 

monetary terms may be the most important and challenging limitation of IAMs. 

ü IAMs integrate knowledge from two or more domains into a single framework. 

They are one of the main tools for undertaking integrated assessments. The IAMs 

used by the NGFS include representations of multiple sectors of the economy, such 

as energy, land use and land-use change; interactions between sectors; the economy 

as a whole; associated GHG emissions and sinks; and reduced representations of the 

climate system. This class of model is used to assess linkages between economic, 

social, and technological development and the evolution of the climate system. 

Other types of IAMs additionally include representations of the costs associated with 

climate change impacts. These can be used to assess impacts and mitigation in a 

cost-benefit framework and have been used to estimate the social cost of carbon. 

The NGFS does not use such models and relies on other methods to compute the 

cost of transition and physical risks. 



     32 

 

Figure 8. Simplified diagram of the elements that integrate the IAM models 

As one of the key outputs from the IAMs is the energy transition path induced by a policy change, such as a 

carbon tax, we will outline the key modules used in all the IAMs to produce this output and highlight where 

differences occur. Since all the models produce a cost-minimizing or approximately cost-minimizing energy 

mix given demand derived in the macroeconomy, we trace through the system from the top down.  

¶ Macroeconomy: This module provides assumptions or modelling of high-level GDP or population 

ÔÒÅÎÄÓ ÁÔ ÔÈÅ ÒÅÇÉÏÎÁÌ ÌÅÖÅÌȢ )!-Óȭ ÂÁÓÅÌÉÎÅ '$0 ÉÓ ÅØÏÇÅÎÏÕÓ ÁÎÄ ÂÁÓÅÄ ÏÎ 330Ψ ÖÁÒÉÁÂÌÅÓȢ '$0 then 

changes semi-endogenously due to transition costs in each scenario. MESSAGEix and REMIND utilize 

Ramsey-type growth models where capital investment and energy are chosen to maximize 

intertemporal welfare given energy costs (model parameters are calibrated to match exogenous GDP). 

In contrast, GCAM GDP is set to an exogenous baseline and adjusts according to the labour force, 

population, and energy price changes.  

o Sectoral energy demand is determined by the level of economic activity in the 

macroeconomic modules which in turn, is determined within the macroeconomic 

optimization problem given energy costs (in REMIND), calibrated to exogenous baseline 

projections with endogenous deviations due to changes in energy costs (in MESSAGE and 

GCAM), or set according to exogenous projections (in GCAM).22 When demand is 

endogenous, assumptions are made regarding substitutability of sectors in aggregate 

production using constant elasticity of substitution (CES) production functions. Sectors differ 

between models but include, at the very least, Buildings, Transport, Industry, and 

Agriculture/Land-use.  

                                                      

22 MESSAGE can also determine energy demand fully endogenously using price feedback between the MACRO 
andMESSAGE modules (see MESSAGEix-GLOBIOM documentation, page 49). However, in Phase IV scenarios, energy 
demand is generated from exogenous material demand projections. Keeping energy demand endogenous allows for 
substitution between inputs.  
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¶ Energy Systems. In all 3 IAMs, these are represented in a separate module. Sectoral final energy 

demand is derived in the previous step and used here as an input. This module then calculates the 

lowest-cost method of supplying this energy. REMIND-MAgPIE features a feedback mechanism where 

this derived cost is fed back into the macro model to generate a new sectoral energy demand, iterating 

until convergence.  

o Energy conversion technologies. This is the process of converting raw resources (also known 

as primary energy) into secondary energy, such as electricity. Secondary energy is then 

subsequently also converted into final energy. All 3 IAMs model technological investment in 

vintages. Each vintage is associated with fixed costs associated with the initial investment, 

variable costs associated with the running of the investment, costs from early retirement, and 

depreciation from age. This feature introduces frictions that prevent instantaneous switching 

between technologies and represents capital stock inertia. MESSAGEix and REMIND 

explicitly model cost minimization between these technologies either using constant 

elasticity of substitution (CES) production functions in REMIND or linear substitution in 

MESSAGE. In contrast, GCAM models the discrete choice using logit functions. This means 

that even if the cost is unambiguously lower in one technology vs. the other, a certain share 

will mechanically remain with the less efficient technology depending on logit exponent. 

o Raw energy supply curves. This determines the cost of extracting raw resources both in the 

case of renewables as well as fossil fuel and other non-renewable resources. In each model, 

higher grades of resources reflect those that are easiest to exploit, such as land with high solar 

irradiance or easily accessible fossil fuel reserves. In the case of the models that linearly 

optimize energy cost at some level, REMIND and MESSAGEix, this introduces convexities 

that further prevent corner solutions in cost minimization, i.e., 100% adoption of the lowest 

cost technology.  

Carbon prices are the primary channel for which transition scenarios are implemented in the IAMs, where, 

roughly speaking, the price is set such that the emissions constraints applied to the scenario are satisfied. This 

occurs through substitution effects, where the emissions price raises the cost of operating the given emitting 

technology. In REMIND-MAgPIE, MESSAGEix-GLOBIOM and GCAM this triggers an endogenous shift in 

investment in energy conversion technologies, with increased capacity for cheaper technologies and reduced 

usage and early retirement for more expensive technologies.  

Water and land-use systems such as GLOBIOM in MESSAGEix, MAgPIE in REMIND, and integrated modules in 

GCAM operate parallel to the core energy and economic modules, optimizing agriculture, forestry, and other 

land use (AFOLU) in concert with policy changes. For example, greater production and population demands 

would negatively impact forest cover, reducing carbon uptake in forests and changing the supply of biomass 

for bioenergy and lumber. This, in turn, affects emissions and estimates of the carbon price for any given 

scenario.  
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Figure 9. Carbon price IAM comparison in Net Zero Scenario. 

A visualization of the derived carbon tax trajectories for the Net Zero 2050 scenario is shown in Figure 9, with 

REMIND and GCAM broadly consistent in initial years and MESSAGEix diverging on the entire path. The 

MESSAGE price path here is strongly determined by the peak-warming/net-zero definition of the scenarios. 

The prices increase strongly until net-zero CO2 emissions are reached, after which the emissions remain stable 

at net-zero, which happens at lower costs. The following section identifies the most critical shared drivers in 

determining how each IAM would model this transition.  

3.2 The NGFS IAMs ɀ key dynamics driving an energy transition 

Each model has different effective substitutability of energy sources, which is crucial in determining the speed 

of energy transition and carbon prices for each scenario. This is both due to explicit assumptions and differing 

structure.  

For instance, MESSAGEix and REMIND determine energy technology through optimization using constant 

elasticity of substitution (CES) production functions. The CES parameters of this function, as well as the 

nesting structure of the CES goods, determine the substitutability of the energy sources. For example, REMIND 

assumes perfect substitution at the lowest level of energy good, such as power, following the intuition that 

electrons from fossil fuel or renewables are indistinguishable in their ability to fulfil electricity demand and 

similar for liquids, gases, and others. However, this energy demand is still segmented by sector. So, power to 

the transport sector cannot be substituted for power to stationary energy-use sectors, as seen in Figure 10. 

Conversely, imperfect substitution is only explicitly modelled at the sectoral energy demand level in MESSAGE. 

Instead, more detailed process-based modelling of frictions at the lower level drives imperfect substitution of 

energy sources.  
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Figure 10: REMIND production structure. ʎ refers to the CES substitution parameter. 

In contrast, GCAM uses a vintage capital model of capital investment and utilization. Existing vintages are 

assumed to operate throughout their useful life as long as the vintage is able to cover its operating costs. Costs 

include energy and other operating costs such as labor, water and new investments compete based on expected 

levelized cost of production. The distribution of investments into new capital is modelled using a discrete 

choice logit model  that determines the share of new investment based on expected cost. Technologies with 

the lowest expected cost of production receive the largest share of the portfolio, with more expensive 

technology options garnering a smaller share of the portfolio, with the size of this portion depending on an 

exogenously set exponent parameter. In this framework, this parameter explicitly controls substitution 

between technologies, although other factors would also modify this implicitly. The scale of investment in the 

new vintage is set by the expected need for new capacity, which in turn is determined by difference between 

ÅØÐÅÃÔÅÄ ÄÅÍÁÎÄ ÆÏÒ ÔÈÅ ÓÅÃÔÏÒȭÓ ÏÕÔÐÕÔ ÁÎÄ ÃÁÐÁÃÉÔÙ ÁÖÁÉÌÁÂÌÅ ÆÒÏm existing vintages of capital. For example, 

see Figure 11 for an illustration of hydrogen transmission, distribution, and end-use. 
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Figure 11: GCAM hydrogen technology nesting structure, including approximate energy requirements at each stage. 

Even with full substitutability assumed for an energy input, several frictions at the lower level in the IAMs would 

continue to impede instantaneous switching to the lower-cost option. The first is associated with the vintage-

style modelling of energy conversion technologies. This feature represents the inertia in the energy system 

due to its long-lived capital stock. It includes both fixed costs in installing new capacity and hard constraints on 

the early retirement of old capacity. The second is the presence of convex resource supply curves, representing 

the increasing marginal costs of extracting resources as quantity increases. For example, using larger quantities 

of specific resources, such as coal, would entail mining in more difficult-to-access regions, represented as 

grades. These energy resource endowment curves are derived from the bottom up, using sources such as the 

US Geological Survey and various energy institutes and agencies. An example of oil in MESSAGE is given in 

Figure 12. 

 

Figure 12: Oil resource endowment curve, MESSAGE. 

A final component essential for the determination of endogenous energy mix is technological change and 

diffusionȢ )Î 2%-).$ȟ ÔÈÉÓ ÉÓ ÐÁÒÔÌÙ ÅÎÄÏÇÅÎÏÕÓ ÔÈÒÏÕÇÈ Á ÍÏÄÅÌ ÏÆ ȰÌÅÁÒÎÉÎÇ-by-ÄÏÉÎÇȟȱ ×ÉÔÈ ÇÌÏÂÁÌ ÌÅÁÒÎÉÎÇ 

curves and internalized spillovers for wind and solar power, and advanced vehicle and energy storage 

technology. This causes capital costs to decrease while cumulated capacity increases. In MESSAGE, there is a 
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modelling of technology diffusion that produces a similar effect, with dynamic constraints that relate the 

construction of a technology added in period t to the construction or activity in period t-1. In all models, 

exogenous paths for cost and efficiency parameters in each scenario follow assumptions implied by the SSPs. 

 

 

Figure 13: Gas-powered electricity production, net zero scenario. 

Other mechanisms that would affect transition dynamics between the IAMs include negative emissions 

technologies like carbon capture and storage (CCS), which is incorporated in differing sectors depending on the 

IAM. As expected, the CCS option allows for a certain amount of fossil fuels to be burned even in a net zero 

scenario. For example, the prominence of CCS in MESSAGEix explains the high level of gas-powered electricity 

production in the net zero scenario shown in Figure 13 in combination with high energy demand and the role 

of gas power plants to balance the load of variable renewables). Generally, though, it is typically represented 

as a costly option. Other negative emissions technologies typically go through the land-use modules, including 

soil carbon management, direct ocean capture, and forest restoration. However, IAMs vary depending on which 

technologies they include.  

In addition, there are various other ways through which energy technologies materially affect transition speed. 

For example, two IAMs model the intermittency and lack of flexibility inherent in some energy sources, 

particularly wind and solar, and require additional investment in energy storage capacity to bridge the gap. This 

is parametrized as a reliability factor in MESSAGE, while GCAM models the costs of intermittent and non-

intermittent conversion technologies separately.  

Emissions are calculated in separate modules and are typically a function of sectoral energy usage, technology 

choice and emissions mitigation, interacting with the land/water-use modules. This includes emissions from 

power generation, limestone production in cement, steel production, and other industrial CO2 production. In 

all IAMs, these are then fed into separate climate modules that represent the global carbon cycle and 

atmospheric chemistry and produce estimates of atmospheric composition, radiative forcing, and mean global 

surface temperature. MAGICC performs the endogenous climate modelling in MESSAGEix-GLOBIOM and 

REMIND. HECTOR produces the endogenous estimates in GCAM. The IAMs also model other pollutants to 

some extent, such as sulphur dioxide (SO2), nitrogen oxides (NOx), and ammonia (NH3). The NGFS scenario 
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database includes harmonized climate modelling results for all three models from the latest version of MAGICC 

(see Box: MAGICC: A reduced complexity Earth system model) 

 

 

Table 4. Key model characteristics. 

  
REMIND-MAgPIE 3.2-4.6 

MESSAGEix-GLOBIOM 
1.1-M-R12 

GCAM 6.0 

Hosting Institution PIK IIASA PNNL 

Economic Equilibrium General equilibrium (GE) GE Partial equilibrium (PE) 

Agriculture Sector 
Modelling 

PE with recursive dynamic GE with intertemporal 
optimization 

PE with recursive dynamic 

    

Solution method Inter-temporal 
optimization 

Inter-temporal 
optimization 

Recursive dynamic 

Energy technology 
diffusion 

Modelling of supply 
energy based on cost 
optimization 

Modelling of supply 
energy based on cost 
optimization 

Modelling considering choice 
function (cost plus penalty cost 
due to inconvenience) 

Cross sectors Primary energy supply, transformation, manufacturing, and end uses, including residential, 
commercial, transport, construction, agriculture, and forestry 

Model specific (singular) 
sectors 

   

Transport Road, rail, air, and sea; 
breakdown by freight and 
passenger and type of 
vehicle 

Aggregated Road, rail, air, and sea; 
breakdown by freight and 
passenger and type of vehicle 

Buildings Residential and 
commercial floor space 

Aggregated Residential floor space and 
commercial floor space 
determine scale of demands for 
building services (e.g. heating, 
cooling, cooking) 

Industry Cement, chemicals and 
steel 

Cement, chemicals (high 
value chemicals) non-
ferrous metal and steel 

Cement, chemicals (ammonia) 
non-ferrous metal and steel; 
breakdown by technology 
investment and type of fuel 

Regions 12 12 32 

Technological change Endogenous Exogenous Exogenous 

Behavioural change Only in Low Demand Yes No 
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Number of policy 
instruments 

9 7 14 

Demand side mitigation 
options 

15 16 14 

Supply side mitigation 
options 

17 20 18 

AFOLU options 7 8 8 

Freight electrification No No Yes 

Technology substitution high substitutability with 
increment cost 

High substitutability with 
increment cost 

Mixed high and low 
substitutability with growth 
constraints 

Technology lifetime Fixed lifetime and early 
retirement 

Fixed lifetime and early 
retirement 

Fixed lifetime and early 
retirement 

CCS Technologies Included in electricity 
technologies, bioenergy 
with CCS, afforestation, 
direct air capture and 
enhanced weathering 

Included in electricity 
technologies, bioenergy 
with CCS, reforestation 
and afforestation 

Included in electricity, refining, 
hydrogen production, and 
manufacturing technologies, 
bioenergy with CCS, 
reforestation and afforestation 

 

One notable difference in approaches is in the level of foresight. As mentioned previously, GCAM assumes that 

investors have myopic foresight and assume that current prices, including for example, the price of carbon, will 

persist throughout the future life of the investment. Hence, costs for capacity installation are assumed to be 

relative to current prices and not expected future prices. In contrast, REMIND and MESSAGEix assume perfect 

foresight in that the full path of the carbon price is known to agents while investing. Ceteris paribus, one could 

expect a sharper reaction to a net zero announcement in the perfect foresight case. However, this is not 

immediately clear when looking at a between-IAM comparison due to other model differences.  

In addition, the solution method differs between the IAMs, with MESSAGEix and REMIND being general 

equilibrium models. One of the consequences is that carbon revenues can be recycled back into the economy 

for MESSAGEix and REMIND, increasing production, while this is not feasible in GCAM. On the other hand, 

GCAM clears all energy, agriculture, land, and water markets, but does not model other markets explicitly. 

However, GCAM is able to model over twice the number of regions and several more key sectors. 

For a summary of high-level differences between the IAMs, see Table 4.  

3.3 The NGFS IAMs ɀ implications of differences and similarities. 

While the previous section illustrates some of the key structural differences between IAMs, the conceptual 

underpinnings and goals of the models are broadly aligned. Indeed, most variables have an estimate from 

each IAM, with differences confined to small variations in sectoral and regional granularity. This means that 

variability observed between models can safely be interpreted as a measure of confidence. This is especially 

useful as the models otherwise are deterministic and do not have a concept of uncertainty. In addition, as time 

horizons are in the distant future, there is no possibility of direct validation. Hence, sensitivity and robustness 

analyses are even more central to ensuring model trust. 
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Suppose a model like MESSAGE, which relies strongly on low-level process-based modelling, agrees on a 

variable with a model like REMIND, which relies more on a nested CES structure. The convergence of these two 

methodologies would provide additional assurance on robustness for downstream users. On the other hand, if 

they disagree, one can pinpoint the methodological divergence that causes the difference, providing insights 

into potential areas of uncertainty.23 A straightforward example is related to the CCS cost differences between 

models, which causes significant differences in fossil fuel electricity production in the net zero scenario. 

However, on many of the most critical metrics, the IAMs are closely aligned ɀ Figure 14 shows an overview for 

many of the main energy series. 

 

Figure 14 Energy series dynamics comparison between the IAMs. Metric shown is the absolute difference between the net zero 
and current scenario for the year 2050. 

A final benefit to the suite-of-model method lies in the differing granularity of the estimates. By necessity, 

models with more complicated estimation routines must make trade-offs in terms of granularity. On one end, 

GCAM estimates significantly more regions and sectors while maintaining broadly consistent dynamics with 

the other IAMs. Conversely, MESSAGEix-GLOBIOM has a less granular representation of sectors and regions 

but is grounded in sophisticated process-based modelling at the low-level and conceptually sound 

macroeconomic modelling at the high level. REMIND-MAgPIE provides a middle ground in sectoral 

representation, highly reliant on a CES nesting structure, with a geographic representation like MESSAGE, but 

leveraging a partial equilibrium approach to interact with the agricultural module. This wide range of 

approaches leads to different coverage and provides a flexible menu of options for various potential use cases. 

However, this flexibility increases the importance that users deep-dive into the methodology of each model to 

understand which provides the best fitness for purpose for their specific area of analysis.   

  

                                                      

23     Multi model analysis for climate and integrated assessment models is a common approach in the literature. See 
https://iopscience.iop.org/article/10.1088/1748-9326/aaf8f9/meta. This is also the approach taken for the climate 
models prepared for the IPCC, which resulted in the Coupled Model Intercomparison Project, currently in its sixth 
phase (CMIP6).  

https://iopscience.iop.org/article/10.1088/1748-9326/aaf8f9/meta


     41 

Box: MAGICC: A reduced complexity Earth system model 

What is the MAGICC model? 

MAGICC is a reduced complexity Earth system model that has been widely used in climate science for over 

three decades, most notably in multiple IPCC reports. It is most often used in a probabilistic setup, providing 

information not only about our best estimate of future climate change but also the uncertainty that arises from 

ÉÎÔÅÒÁÃÔÉÏÎÓ ÂÅÔ×ÅÅÎ ÔÈÅ %ÁÒÔÈ ÓÙÓÔÅÍȭÓ ÍÁÎÙ ÃÏÍÐÏÎÅÎÔÓȢ  

¶ MAGICC is used for evaluating the impacts of greenhouse gas emissions on global climate change. It 

combines climate science, atmospheric chemistry, and radiative forcing calculations to estimate the 

relationship between greenhouse gas emissions and changes in temperature, as well as other related 

climate variables under different emissions scenarios.  

¶ MAGICC is also used as the climate component in multiple integrated assessment models (IAMs), including 

REMIND and MESSAGE24. The strength of MAGICC is that it is sufficiently flexible to closely emulate the 

large and complex climate models and sufficiently physically based to allow credible interpolations and 

indicative extrapolation near the calibration range.  

¶ The key outputs of the climate model include climate feedbacks which are processes that amplify or 

dampen the initial response to greenhouse gas emissions, radiative forcing caused by greenhouse gases, 

aerosols, and other factors, and climate sensitivity, a crucial parameter in estimating the temperature 

response to greenhouse gas emissions. 

¶ For the NGFS scenarios25, MAGICC 7.5.3 is applied in a probabilistic setup as used in the Sixth Assessment 

Report of the Intergovernmental Panel on Climate Change (IPCC) (IPCC WG3 2022; Kikstra et al. 2022). 

This ensures comparability of the NGFS scenario climate outcomes with the latest IPCC report and 

assessment. 

What are the key model inputs? 

-!')##ȭÓ ËÅÙ ÉÎÐÕÔ are anthropogenic emissions that impact the climate system, primarily greenhouse gases 

but also aerosol precursors and emissions that influence other gas cycles such as carbon monoxide. Based on 

these inputs, MAGICC provides projections of a number of key quantities, including atmospheric greenhouse 

gas concentrations, effective radiative forcing for different species, temperature change, Earth system heat 

uptake and sea-level rise. Global-mean quantities are the key output, but outputs at the hemispheric level can 

also be used in more specialized applications. 

                                                      

24 See post-processing sections under the IAM chapters in Module 5: Chronic physical risks. 

25 4ÈÅ Ȱ4ÅÍÐÅÒÁÔÕÒÅȿ'ÌÏÂÁÌ -ÅÁÎȱ ÖÁÒÉÁÂÌÅ ÔÈÁÔ ÅØÉÓÔÅÄ ÉÎ 0hase 3 data for REMIND and GCAM and was not harmonized 
across models was ÓÕÐÅÒÓÅÄÅÄ ÂÙ Ȱ!2ά ÃÌÉÍÁÔÅ ÄÉÁÇÎÏÓÔÉÃÓȿ3ÕÒÆÁÃÅ 4ÅÍÐÅÒÁÔÕÒÅ ɉ'3!4Ɋ|MAGICCv7.5.3|50.0th 
0ÅÒÃÅÎÔÉÌÅȱȢ 
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MAGICC represents the Earth with four boxes: one for land and one for the ocean, in each hemisphere. The 

ocean component is an upwelling-diffusion model with multiple layers. The atmospheric component is based 

ÏÎ ÔÈÅ ÅÎÅÒÇÙ ÂÁÌÁÎÃÅ ÅÑÕÁÔÉÏÎȟ ÍÏÄÉÆÉÅÄ ÔÏ ÓÕÐÐÏÒÔ -!')##ȭÓ ÆÏÕÒ ÂÏØ ÓÔÒÕÃÔÕÒÅȢ )Î ÁÄÄÉÔÉÏÎ ÔÏ ÉÔÓ ÃÏÒÅ ÅÎÅÒÇÙ 

balance components, MAGICC includes models of the carbon cycle, methane cycle, impact of anthropogenic 

aerosol emissions and sea-level rise.  

-!')##ȭÓ ÄÅÖÅÌÏÐÍÅÎÔ ÉÓ ÌÅÄ ÂÙ 0ÒÏÆȢ -ÁÌÔÅ -ÅÉÎÓÈÁÕÓÅÎ ÁÔ ÔÈÅ 5ÎÉÖÅÒÓÉÔÙ ÏÆ -ÅÌÂÏÕÒÎÅȢ ! ÆÕÌÌ ÄÅÓÃÒÉÐÔÉÏÎ ÏÆ 

MAGICC can be found in Meinshausen et al. (2011), with updates as described in Meinshausen et al. (2020) and 

Nicholls et al. (2021). 

 

  

Figure 15. Schematic overview of MAGICC calculations showing the key steps from emissions to 
global and hemispheric climate responses. 
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3.4 Physical risk modelling approach 

Physical risk modelling is split between chronic and acute risk. Chronic risk macro-economic impacts are 

calculated with the damage function developed by Kalkuhl and Wenz (2020), used to quantify the effect of a 

change in climate-related variables (temperature) on economic output. This approach has several advantages, 

including its easy implementation for a large range of countries, but it is still an area of research and most likely 

does not capture the full extent of climate change yet. The modelling approach has not changed compared to 

the previous phase; hence additional impacts derive from updated temperature paths. 

 

 

Figure 16. Gross Domestic Product deviation due to chronic physical risk between Phase 3 and 4. Nigem with REMIND inputs 

Acute risk is modelled instead focusing on specific climate risks, or hazards, and their potential increase for a 

given temperature pathway. This approach captures better countries idiosyncrasies and allows to better 

identify the channel through which climate risk might affect the economy. Probabilities of damages are 

estimated on the basis of various data sources (mentioned in the dedicated section) and macroeconomic 

impacts estimated via stochastic simulations (to also control for the uncertainty surrounding the estimates) in 

NiGEM on the basis of the relevant transmission channels. However, challenges are posed by the lack of reliable 

and complete datasets and improvements in modelling should be matched by an increasing effort in collecting 

data and observation.  



     44 

 

Figure 17. implementation of climate shock in the NiGEM macreconomic model 
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4. Main results of the NGFS scenarios26 

This section presents key results from the seven NGFS scenarios described above and corresponding to the four 

quadrants of the NGFS scenarios framework as follows: 

¶ Orderly scenarios:  Low Demand, Below 2C and Net Zero 2050  

¶ Disorderly scenario:   Delayed Transition  

¶ Hot house world scenarios: Current policies and NDCs  

¶ Too-little -too-late scenario:  Fragmented World  

The results can differ based on the model and the type of climate risk considered (transition and/or physical 

risk). The macro-financial impacts of transition and physical risks are expressed as deviations from a baseline 

scenario, where there is no climate-related risk. The NiGEM model is able to determine the contribution of each 

type of risk (transition or physical) in deviation from this hypothetical scenario. 

The time horizon covers a period from 2020 until 2050 or 2100, depending on the variable. The geographic 

sample includes more than 180 countries and more than 30 regions. The following sub-sections describe the 

key output variables available in the NGFS scenarios distinguishing between three categories: macro-financial 

impacts, transition risk and physical risk. 

  

                                                      

26 The plots of this section have been generated with this EnTry script. 

Key messages 

¶ Reaching global net zero CO2 emissions by 2050 will require ambitious transition efforts 

across all sectors of the economy. The NGFS scenarios, however, show that immediate 

coordinated transition will be less costly than inaction or disorderly transition in the long run. 

¶ More precisely, physical risks in hot house world scenarios (Current Policies or Nationally 

Determined Contributions scenarios) will lead to the strongest negative impacts on GDP 

with economic cost diverging significantly after 2040. 

¶ Reducing greenhouse gas emissions continues to affect all sectors of the economy and 

gives rise to transition risks for the economy and financial system 

¶ Policy intensity increases as timelines for net zero 2050 scenarios shorten. Precisely, the 

shadow emissions prices continue to rise drastically in respective scenarios. 

¶ Energy is a key sector. Extensive energy investments pathways continue to rise. Until 2030 

all scenarios predict a rapid scale-up of spending on overall energy supply. 

¶ Global mean temperatures strongly depend on the policy assumptions of the respective 

scenarios. In general, the modelled pathways reach from 1.5 to above 3 degrees.  

https://colab.research.google.com/drive/1j71pXipEI7fvbDNkvDwRCXgAVKWLGvBZ?usp=sharing
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4.1 Key macro-financial impacts 

Gross domestic product 

NGFS scenarios differ markedly in their economic impact, with some difference across models and 

significant variation across regions. Impacts on GDP are specified relative to a forecast representing prior 

trends but also incorporating most recent impacts (e.g., the consequences of the Russian war in Ukraine). 

Transition risks have a moderately negative impact on world GDP in Net Zero 2050 as negative impacts on 

demand from higher carbon prices and energy costs are partially offset by the recycling of carbon revenues into 

government investment and lower employment taxes. GDP impacts from transition risks are more markedly 

negative in the Disorderly scenarios as the speed of the transition combined with investment uncertainty 

affects consumption and investment. GDP losses from physical risks vary in line with different temperatures 

projected for each scenario. Chronic physical risk becomes gradually more important over time ɀ both in 

absolute and relative terms ɀ but acute physical risk remains the main source of risk until 2050. In all scenarios, 

the impact of physical risk rapidly outweighs the impact of transition efforts. Indeed, the GDP deviation from 

baseline due to the combined impact of transition, chronic and acute risks ranges from 5 to 7 pp over the next 

30 years in the Net Zero 2050 scenario, while it reaches almost 10 pp in 2040 and 14 pp in 2050 in the Current 

Policies scenario. Stringent mitigation initiatives that are in line with the Net Zero 2050 scenario will already be 

beneficial by 2040 and strongly reduce risks towards the end of the century. This also underlines the need to 

add investments on adaptation . Finally, impacts diverge even more thereafter. By 2100 impacts are highest in 

the Current Policies scenario (up to 20 % of GDP relative to prior trend) as temperature targets and the 

corresponding decarbonization efforts are missed. 
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Figure 18. GDP deviation due to transition, chronic and acute risks - REMIND model 

4ÈÅ .É'%- ÍÏÄÅÌ ÐÒÏÖÉÄÅÓ ÅÃÏÎÏÍÉÃ ÉÍÐÁÃÔÓ ÐÅÒ ÃÏÕÎÔÒÙ ÁÎÄ ÒÅÇÉÏÎȟ ÇÉÖÉÎÇ ÅÓÔÉÍÁÔÅÓ ÏÆ ÃÏÕÎÔÒÙȭÓ 

exposure to transition and physical risks. In the NGFS scenarios, both transition and physical risk impacts vary 

across countries based on several factors. Transition risk depends, among others, on the structure of the 

economy, the reliance on fossil fuels and the trade composition. Physical risk depends on the exposure and 

vulnerability to temperature increase and extreme weather events, with tropical and subtropical regions facing 

larger risk increases. NiGEM provides country and regional pathways for GDP. Impacts are higher for countries 

and regions that face higher emissions reduction, higher carbon prices, lower fossil fuel exports or higher 

physical risk damages. Impacts also vary across models, depending on model structure and assumptions. To 

estimate GDP impacts, the NiGEM model is calibrated based on inputs from the three IAMs (REMIND, 

MESSAGE, GCAM). Results from MESSAGE are more adverse because of lower CDR use, more ambitious 

temperature outcomes and stronger decarbonization strategies needed due to structurally higher energy 

demand in MESSAGE, therefore inducing higher carbon prices. 
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Figure 19. GDP deviation relative to Baseline across countries and models in the Net Zero 2050 scenario. 

 

Inflation and unemployment 

The scenarios include a wide range of macroeconomic variables, capturing structural relationships 

between key aggregates such as unemployment and inflation. In many countries, the implementation of 

carbon prices in the transition scenarios tends to raise energy costs in the short-term, initially weighing down 

on prices (as lower demand and financial market losses hit outputs). Rising carbon prices subsequently induce 

modest increases in inflation  and unemployment before returning to prior trends. In some countries and 

periods, the offsetting growth effects stemming from carbon revenue recycling leads to a reduction in 

unemployment. In some scenarios this leads to a potential monetary policy trade-off . The NGFS modelling 
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ÆÒÁÍÅ×ÏÒË ÁÓÓÕÍÅÓ Á ȬÔ×Ï-ÐÉÌÌÁÒȭ ÓÔÒÁÔÅÇÙȟ ÔÁÒÇÅÔÉÎÇ Á ÃÏÍÂÉÎÁÔÉÏÎ of inflation and nominal GDP as a default. 

This can be adjusted in the NiGEM model alongside fiscal policy assumptions. The negligible impacts in the 

Current Policies scenario reflect not only limited transition risk, but also the fact that only one potential chronic 

physical risk transmission channel (productivity) has been modelled. More research is needed on the potential 

for climate impacts to raise inflation (e.g., through supply-side shortages) and/or unemployment (e.g., due to 

displacement). The impact is much more sizable in the Too-little-to-late scenario, given the higher transition 

risk. 

 

Figure 20. Inflation rate and unemployment rate: Europe vs. China 

Financial Markets 

Climate change and transition policies create significant financial fluctuations. The macro-financial results 

reflect both risks and opportunities. Long-term interest rates tend to increase in the transition scenarios, 

reflecting the inflationary pressure created by carbon prices, as well as the increased investment demand that 

the transition spurs. A disorderly transition can affect real financial asset valuations significantly, with 

ÃÏÎÓÉÄÅÒÁÂÌÅ ÄÉÆÆÅÒÅÎÃÅÓ ÁÃÒÏÓÓ ÒÅÇÉÏÎÓȢ !ÌÔÈÏÕÇÈ ÔÈÅ .É'%- ÍÏÄÅÌȭÓ ÒÅÓÕÌÔÓ ÃÁÎÎÏÔ ÂÅ ÄÉÓÁÇÇÒÅÇÁÔÅÄ ÉÎÔÏ 

individual sectors, it is likely that sectors that can decarbonize to a lesser extent will be affected more than other 

sectors. The NGFS is working to further develop sectoral impacts. In the disorderly transition scenarios, it is 

assumed that policy uncertainty leads to a higher investment premium for two years, with the premium 

gradually returning to the baseline thereafter. This occurs in a period ranging between 2030 and 2031 in both 

the Delayed Transition and the Fragmented World scenarios. 
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Figure 21. Long-term interest rate in Europe vs. Long-Term interest rate in ChinaTransition risk 

Understanding transition risk 

Cutting greenhouse gas emissions affects all sectors of the economy and gives rise to transition risks for 

the economy and financial system. Transitioning away from fossil fuels and carbon intensive production and 

consumption requires a significant shift towards emission-neutral alternatives in all sectors. Policy makers can 

induce this transition by increasing the implicit cost of emissions. As it takes time to develop and deploy 

alternative technologies, climate policies may lead to higher costs in the interim. The transition pathways have 

been modelled using three detailed Integrated Assessment Models (IAMs)27. They can be used to assess the 

changes in energy, land-use and policy needed to meet a particular temperature outcome or carbon budget. 

The shadow carbon price underpinning those changes has been derived for each model. This price is distinct of, 

and may differ from, the social cost of carbon, which depends on an assessment of avoided damages and 

valuing impacts on present versus future generations. The increased cost of emissions, combined with a 

consistent (re-)allocation of investments and the employment of Carbon Dioxide Removal technologies, results 

in a reduction in GHG emission in all sectors under the Net Zero scenario. The energy supply sector is projected 

to experience the largest drop in those emissions, followed by industry.  

                                                      

27  These models have been used extensively to inform policy and decision makers and feature in several climate 
assessment reports, c.f. IPCC, 2018, IPCC, 2022, UNEP, 2018. 
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Figure 22. Sectoral GHG (Kyoto Gases) emissions ɀ Net Zero 2050 scenario, REMIND 

Emissions prices 

A key indicator of the level of transition risk is the shadow emissions price, a proxy for government policy 

intensity and changes in technology and consumer preferences. In the IAMs used to produce the NGFS 

scenarios, a higher emissions price28 implies more stringent policy. Models suggest that a carbon price of 

around $(2010)200/ton would be needed and assumed to be applied by all the countries in the next decade to 

encourage a transition towards net zero by 2050. The largest increase in carbon price is projected under the Net 

Zero 2050 scenario, reaching over 600$(2010)/ton in 2050. 4ÈÅ ÄÉÆÆÅÒÅÎÔ )!-Óȭ ΨΦΫΦ ÐÒÏÊÅÃÔÉÏÎÓ ÏÆ ÔÈÅ ÃÁÒÂÏÎ 

prices under the Net Zero scenario vary within a 1.5°C range of temperature and $(2010) 1150 /ton range of carbon 

price. 

This shadow price is a measure of overall policy intensity. Governments are pursuing a range of fiscal and 

regulatory policies, which have varying costs and benefits. Shadow emission prices are sensitive to:  

¶ The level of ambition to mitigate climate change. Higher ambition translates into higher emissions 

prices.  

¶ The timing  of policy implementation . Higher emissions prices are needed in the medium to long-

term if action is delayed.  

¶ The distribution of policy measures across sectors and regions, which are assumed to be 

differentiated in the Fragmented World scenario.  

¶ Technology assumptions such as the availability and viability of carbon dioxide removal 

                                                      

28  Emissions prices are defined as the marginal abatement cost of an incremental tonne of greenhouse gas emissions. 
Prices are influenced by the stringency of policy as well as how technology costs will evolve. Prices tend to be lower in 
emerging economies as there tends to be a greater number of low-cost abatement options still available. 
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Figure 23. Carbon price development 

 

Figure 24. Carbon price across models ɀ Net Zero 2050 scenario 

Carbon dioxide removal 

Large-scale Carbon dioxide removal (CDR), also known as negative emissions, or carbon drawdown, aims 

at addressing the primary human source of climate change by removing carbon dioxide (CO2) permanently 

from the atmosphere. CDR encompasses a w.ide array of approaches, including removing carbon from the 

atmosphere through increasing forest cover and soil sequestration (land use) or growing crops for bioenergy 

(BioEnergy with Carbon Capture and Storage, BECCS).  

CDR assumptions play an important role in IAMs. If deployed effectively, lower warming outcomes could be 

achieved, or targets could be reached sooner given the practical difficulty of eliminating all (gross) emissions in 

the near term. For example, under the Net Zero 2050 scenario, approximately 5 GtCO2 per year should have 

been removed via CDR by 2050. However, these strategies currently take place on a limited scale only and face 

several challenges.  

The NGFS scenarios assume limited availability of these technologies. The patterns vary strongly across 

models depending on cost assumptions. They also vary substantially across countries depending on the costs 

ÁÎÄ ÁÖÁÉÌÁÂÉÌÉÔÙ ÏÆ #$2 ÏÐÔÉÏÎÓȢ ɍȣɎ 
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Figure 25. CO2 emissions in Net Zero 2050 

 

Figure 26. CO2 removals across models 

Energy Investment 

Significant investment flows would need to be directed towards green energy in the coming decades to 

achieve net zero. Transitioning to a net zero economy would require investment flows to be allocated towards 

mass deployment of green electricity and electricity storage. There is some legacy capital investment in fossil 

fuel extraction, which is a measure of all investments in mining, shipping and ports for fossil fuels, transmission, 

and distribution for gas as well as the transport and refining of oil to maintain the infrastructure while 

decreasing the overall capacity. Average annual investment by 2050 in renewable electricity and storage 

amounts to about 1.8 trillion US$ under the Net Zero scenario, about 0.5 trillion more than under the current 

policies. Given its high CO2 emissions relative to other fossil fuel alternatives, the share of coal is rapidly 

dwindling in the energy mix from 28% in 2020 to 7% in 2030 and close to 0% in 2050 in the Net Zero 2050 

scenario. By 2050, renewables and biomass will deliver roughly 75% of global primary energy needs in the same 

scenario. This is in marked contrast to the Current Policies scenario where fossil fuels continue to be the 

dominant source of primary energy, even after accounting for current technology trends. 
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Figure 27. Current and expected annual energy investments until 2050 

 

 

Figure 28. Energy mix per scenario 

 

4.2 Physical risk 

Temperature increases 

Mean temperatures rise in all scenarios, exceeding 3°C in Current Policies. Changing climate conditions 

affect physical labour productivity and lead to severe impacts. Projected annual average temperatures are 

estimated to increase across scenarios, however with different magnitudes, exceeding 3°C in later decades of 
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the 21st century in the current policies scenario. At present, global mean temperatures have increased by 

around 1.1°C from pre-industrial levels and have accelerated since 1975 at a rate of approximately 0.15 to 0.20 

°C per decade (according to .!3!ȭÓ 'ÏÄÄÁÒÄ )ÎÓÔÉÔÕÔÅ ÆÏÒ 3ÐÁÃÅ 3Ôudies (GISS)). 

Deep reductions in emissions are needed to limit the rise in global mean temperatures to below 1.5°C or 

2°C by the end of the century. This does not occur in the Current Policies scenario, leading to a temperature 

rise exceeding 3°C with severe impacts. Temperatures are increasing unevenly across the world with dry land 

warming faster than oceans and regions located at high latitudes experiencing greater warming. Temperature 

changes lead to chronic changes in living conditions affecting health, labour productivity, agriculture, 

ecosystems, and sea-level rise. It is also changing the frequency and severity of acute weather events such as 

heatwaves, droughts, wildfires, hurricanes, tropical cyclones, and flooding. Figure 29 shows estimated global 

temperature dynamics across various scenarios. 

 

Figure 29. Global temperature dynamics 

GDP loss estimates stemming from acute physical risks 

Observed temperature increase of 1.1°C has already more than doubled both the global land area and the global 

population annually exposed to riverine flooding, crop failures, hurricanes, tropical cyclones, wildfire, droughts, 

and heatwaves (Lange et al., 2020). Global temperature increases of 2°C relative to preindustrial conditions are 

projected to lead to a fivefold increase in exposure to all types of natural hazards worldwide. The most 

pronounced increases are expected to stem from droughts and heatwaves. Changes in exposure are unevenly 

distributed across the globe, with tropical and subtropical regions facing larger increases than regions situated 

at higher latitudes. The NGFS scenarios now include estimates of global GDP impacts emanating from acute 

physical risks29 for three NGFS scenarios. Information from the international disaster database Emergency 

Events Database (EM-DAT) is used to approximate historic damages from weather-related extreme events to 

derive stochastic shocks as inputs to the NiGEM model. Projections for selected Climate Impact Explorer (CIE) 

indicators30 are used to derive changes to projected damages for the three NGFS scenarios in the CIE. GDP is 

projected to fall compared to the baseline scenario more rapidly under Current Policies. While the drop in GDP 

is projected also under the Net Zero and Delayed Transition scenarios, it is overall milder. Figure 30 shows GDP 

loss estimates across scenarios: 

                                                      

29  The impact of acute physical risk on macro-financial variables other than GDP is not available in this iteration of the 
NGFS Scenarios 

30  Acute risks for these projected damages include cyclones and riverine flooding based on the CLIMADA model. See 
https://climate-impact-explorer.climateanalytics.org/methodology/ 
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Figure 30 . GDP loss estimates from acute risk across scenarios (NiGEM model with REMIND input).  

GDP loss estimates stemming from chronic physical risks 

Estimates of GDP losses from chronic risks vary considerably depending on assumptions about climate 

sensitivity and the method used to estimate the damages. Estimates suggest a global GDP impact of up to 18% 

relative to a prior trends baseline in the current policies scenario; GDP decrease would be more contained, but 

still sizeable, in the Net Zero scenario. Losses are much higher in tropical regions under any scenario. The NGFS 

estimates have been updated to account for model uncertainty and now include higher damages. GDP losses 

were calculated based on the methodology set out in Kalkuhl and Wenz (2020) at the country level for the 

change in average temperature in each scenario compared to the previous year. The methodology does not 

include impacts related to extreme weather, sea-level rise or wider societal impacts from migration or conflict. 

For given countries these would likely strongly increase the physical risk. These estimates also do not fully 

capture adaptation, which would reduce impacts but require significant investment. 

 

Figure 31. GDP loss estimates by country ɀ Current Policies scenario 
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5. Phase III vs. Phase IV: what is new in the main results of NGFS 
scenarios? 

 

The NGFS scenarios have been brought up to date with new economic and climate data, policy 

commitments and model versions. The NGFS Phase IV scenarios reflect the most recent economic events 

that have occurred after the implementation of Phase III and the end of 2022, notably the resumption of global 

economic growth after the Covid-Χί ÃÒÉÓÉÓ ÁÎÄ 2ÕÓÓÉÁȭÓ ×ÁÒ ÏÎ 5ËÒÁÉÎÅȢ 4ÈÅ ÓÃÅÎÁÒÉÏÓ ÁÌÓÏ ÉÎÃÌÕÄÅ ÄÁÔÁ ÔÏ ÒÅÆÌÅÃÔ 

the latest trends in renewable energy technologies (e.g., solar and wind), and key mitigation technologies. As 

in previous phases, data for short-term GDP and final energy demand trajectories have been updated using 

the latest snapshot from the IMF World Economic Outlook 2023. These trajectories are used as exogenous 

variables in the IAMs. Similarly, Phase IV reflects the new country-level commitments  made until March 2023. 

It also considers new climate policy announcements, for example as part of European Union's Fit for 55 

package or the Inflation Reduction Act in the USA.  

The mapping of the NGFS scenarios has been updated accordingly within the NGFS scenario framework. 

As described in NGFS scenario narratives, the new scenario positioning reflects an increased overall 

disorderliness to account for the latest macroeconomic and geopolitical developments, as well as the 

shortening of the time available to reach the temperature targets that are characterising and driving these 

scenarios. 

5.1 Accounting for the post-covid recovery and the Russian war in Ukraine 

Since the implementation of Phase III, new shocks have modified the short-term macroeconomic outlook, 

notably the post-covid economic recovery and the Russian war in Ukraine. As a result, the calibration of the 

models has been modified for Phase IV to consider these shocks and their consequences on inflation and energy 

markets. 

The main consequence of the post-covid economic recovery is a rebound in Fossil Fuel and Industrial (FFI) 

emissions. Indeed, FFI CO2 emissions in 2022 returned to 2019 levels of ~37 Gt CO2 after the Covid shock with 

its largest dip in 2020 (to ~35 Gt CO2) (GCP, 2022). As a result, this rebound generated higher FFI emissions than 

Key messages 

¶ The NGFS scenarios have been brought up to date with new economic and climate data, 

policy commitments and model versions, as usual. Phase IV accounts for the post-covid 

recovery and the Russian war in Ukraine. 

¶ The possibility of using Carbon Dioxide Removal (CDR) technologies has been limited in 

this vintage by switching off Direct Air Carbon Capture and Storage (DACCS) technologies 

and limiting Bioenergy Carbon Capture and Storage (BECCS) capacities.  

¶ The NGFS scenarios have been upgraded with improved and more granular estimates of 

the macroeconomic impact of acute physical risks, based on new models and now 

accounting for four hazards, therefore expanding the set of risk drivers considered. 

¶ These changes, combined with the shortening of the time available to reach the temperature 

targets, result in more disorderly scenarios and more adverse GDP impacts. 
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expected by Phase III, and thus weakened the likelihood of achieving the Phase III emissions reductions at equal 

cost. More concretely, this translates into higher shadow carbon price through 2025, relative to Phase III.31 

Emissions 

In the Net Zero 2050 scenario, Phase IV assumes higher emissions in the short/medium term compared to Phase 

III, in line with the latest trends, and slightly lower emissions in the long term for all IAMs. The latter are 

necessary to achieve the (unchanged) temperature targets despite differences in the short-term development 

and the shortening of the time available. In the Current Policies scenario, emissions in the second half of the 

century significantly lower in REMIND and MESSAGE models, reflecting the implementation of new policies 

and the translation of previous commitments into action (Figure 32).  

 

 

Figure 32. Phase III vs. Phase IV: Global CO2 emissions in Net Zero 2050 and Current Policies scenarios 

Carbon prices 

As described in the previous sections, NGFS (shadow) carbon prices are strongly linked to the emission 

pathways. In the Net Zero 2050 scenario, carbon prices have much steeper trends compared to Phase III, mainly 

due to adverse changes in the starting points coupled with the need to still reach global net zero CO2 around 

2050. As for Current Policies scenarios, the new GCAM 6.0 model version uses shadow carbon constraints to 

match the current policy trajectory with estimates from Climate Action Tracker, but does not account for these 

in the carbon prices, as the majority of existing policies globally are not using carbon pricing. (Figure 33). 

                                                      

31 The use of the updated GCAM 6.0 version resulted in slightly different model near-term dynamics, which had a bigger 
impact than the updated historic record and near-term expectations. 
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Figure 33. Phase III vs. Phase IV: Carbon Price in Net Zero 2050 and Current Policies scenarios 

Energy-related variables 

The Russian war in Ukraine has strongly disrupted the energy markets by rationing the supply of Russian gas to 

Europe. The modelling of Phase IV has therefore reinforced the constraints on European gas supply in the long 

term, assuming limits to European gas and fossil consumption to capture the energy-market disruptions. 

Overall, global fossil energy consumption in Phase IV is lower in all models and scenarios, exception made for 

MESSAGE in Net Zero (due to limitations in emission reduction in the year 2025) 2050 and GCAM in Current 

Policies, where the impact is more than offset by changes in the modelling assumptions and dynamics. (Figure 

34). 

 

Figure 34. Phase III vs Phase IV: Fossil fuels consumption in Net Zero 2050 and Current Policies scenarios 
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At the same time, the consumption of renewables under both Net Zero 2050 and Current Policies scenarios is 

higher in Phase IV (Figure 35).  

 

 

Figure 35. Phase III vs Phase IV: Consumption of renewables in Net Zero 2050 and Current Policies scenarios. 

When it comes to secondary energy, the major update is related to the electricity consumption. While showing 

some heterogeneity in the Net Zero 2050 scenario, the models agree on a stronger electrification by the end of 

the century with respect to Phase III in the Current Policies scenario (Figure 36). 

 



     61 

 

Figure 36. Phase III vs Phase IV: Electricity consumption in Net Zero 2050 and Current Policies scenarios 

Phase IV features updated final energy prices. While the average electricity price for the industry sector differs 

in GCAM and REMIND, the models agree on its increase with respect to Phase III. This applies almost to the 

entire horizon, with differences in the shortterm being more marked, especially in the Current Policies scenarios 

(Figure 37). 

 

 

Figure 37. Phase III vs Phase IV: Industry-related energy prices 
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5.2  Updates on Carbon Dioxide Removal availability 

Phase IV also includes limits to the availability of Carbon Direct Removal Technologies based on new 

projections, resulting in a lower overall availability of these technologies compared to Phase III. This is 

modelled via explicit constraints on the process level (time-dependent maximum area available for 

afforestation, maximum yearly injection rate for geological sequestration, maximum yearly bioenergy 

potentials). More concretely, Direct Air Carbon Capture and Storage (DACCS) technologies were switched off 

in all scenarios and Bioenergy Carbon Capture and Storage (BECCS) capacities have been limited. Figure 38 

shows the reduced BECCS capacity for REMIND and MESSAGE. The same changes in GCAM are offset by the 

need to compensate for higher fossil fuel emissions compared to the other models. 

 

Figure 38. BECCS availability in Orderly scenarios 

5.3 Updates in the data model  

An effort has been made to keep the NGFS Phase 4 data model as much in line with Phase 3 as possible. 

Nonetheless, there are a few changes: 

¶ The MESSAGE model (IAM and Downscaling) does not report GDP for the Low demand scenario as 

they are consistent with the 1.5c scenario. 

¶ The Divergent net Zero scenario has been terminated while a new one, Fragmented World has been 

created. 

¶ From the MAGICC climate model, we now report more percentiles ranging from 5th to 95th of 

previously only the 50th percentile. 

¶ In addition we also report atmospheric concentrations from MAGICC for CO2, CH4, and N2O. 

¶ The damages post processing was moved under the downscaling model as it reports country level 

data. Previously it was filed under the native IAM models. 

¶ Due to limitation in Excel data size the Downscaling data have now been split into three files, one for 

each IAM. 
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Box: Towards a more disorderly climate transition 

Since their inception, every update of the NGFS scenarios has shown more adverse macro-economic 

impacts. There are two main reasons for this. 

¶ The NGFS has been modelling more and more climate impact channels in the NGFS Scenarios, leading to 

increasing estimates of physical risk impacts.  

¶ The delay in political action makes it more and more difficult to reach climate targets in an orderly way, 

leading to higher transition risks in each iteration.  

More climate impact channels 

Over time, the NGFS scenarios are becoming more and more detailed, but also increasingly adverse, with 

the inclusion of additional transmission channels.  

¶ In 2021, the NGFS scenarios included for the first time an assessment of chronic physical risks.  

¶ In 2022, the modelling of chronic physical risks was improved to account for model uncertainty, leading to 

higher estimates in the Hot-house world scenarios. For the first time, they additionally included a basic 

assessment of acute physical risks, adding some adversity to all scenarios.  

¶ In this 2023 edition, the modelling of acute physical risks was improved to include more hazards and 

provide a country-level breakdown The inclusion of new hazards directly translates into an increased 

adversity of the NGFS scenarios, while the country-level breakdown shows that the results are very 

heterogeneous, with tropical countries being most exposed to both chronic and acute physical risks.  

However, it is certain that the NGFS scenarios still underestimate the impact of physical risks on the 

macro-economy, as many hazards and transmission channels are not modelled yet, and our understanding 

of the links between climate change and the economy is still partial. The NGFS scenarios will continue to 

evolve as common knowledge is being built in the academic and central banking communities. 

Trend toward more adversity in a context of inaction 

The increasing adversity of the orderly transition scenarios stems from persistently elevated levels of global 

emissions against the backdrop of a limited carbon budget associated with reaching any particular climate goal 

(e.g. net zero by 2050). In other words, as ambitious transition efforts at the global level are delayed and levels 

of emissions remain elevated, carbon budget runs out, and more rapid and stringent action is needed to achieve 

the same emission reductions over a shorter period. In addition, the IAMs calculate cost-efficient future 

pathways, which usually represent smooth adjustments. Thus, not only are current emissions higher than what 

would have been projected as an optimal pathway for reaching net zero by 2050 in Phase III, but also near-

future emissions will be higher until 2035, likely driven by the high costs that would be necessary for stronger 

changes in the energy sector at an even shorter time scale. 

Figure 39 shows the net zero emission pathways in the three most recent NGFS scenario vintages. The 

pathways of this fourth iteration assume higher emissions in the mid-term future, and intensified emission 

reduction in the long term compared to previous phases. The changes are quantitatively significant: the 

ÒÅÍÁÉÎÉÎÇ ȬÃÁÒÂÏÎ ÂÕÄÇÅÔȭ ÆÏÒ ÔÈÅ ÐÅÒÉÏÄ ΨΦΨΫ-2050 in the Net Zero 2050 scenario decreased from 275 Gt C02 

in Phase III to 231 Gt C02 in Phase IV, corresponding to a 16% drop. In line with these changes to the emissions 

pathways, the global carbon price in the NGFS Net Zero by 2050 scenario is higher at each point in time in the 
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future in Phase IV as compared to Phase III, indicating more pressure on high-emitting firms to mitigate their 

emissions ( 

Figure 40). 

 

 

Figure 39. Current emissions vs Phase I or II emission pathways in the Net Zero 2050 scenario. 

 

Figure 40. Shadow carbon price, Phase III vs Phase IV, Net Zero 2050 scenario. 

The energy sector is central for the low-carbon transition and likely to shoulder the strongest adjustments and 

associated costs by a less orderly transition in Phase IV as compared to Phase III. Specifically, while overall 

energy demand is projected to be higher in Phase IV as compared to Phase III, reflecting smooth trajectories 

starting at higher base levels in 2025 as mentioned above, the aggregate development masks strong changes 

in the energy mix over time. Specifically, fossil fuel demand reductions are much more intense in Phase IV as 

compared to Phase III starting in 2040. The increase in energy demand is thus mostly driven by an increase in 

primary energy based on Biomass or Non-Biomass Renewables. The fossil fuel demand reductions would be 

felt most directly by companies in sectors highly reliant on fossil fuels, such as mining, manufacturing, and 

utilities, who now have less time in switching their business processes to renewables-based activities.  
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Figure 41. Energy investments by source, Phase III vs Phase IV, Net Zero 2050 scenario. 

Facilitating the previously described changes in energy demand will require a faster and much more extensive 

investment push in the energy sector in Phase IV as compared to Phase III (Figure 41). While overall energy 

investments in Phase IV are projected to lag what was projected as needed in 2025 under Phase III, they are 

much higher starting in 2030, reflecting the need for a strong investment push. The strongest increase in 

investments across phases occurs between 2035 and 2055 and is focused on renewables-based electricity 

generation, electricity storage, electricity transmission and distribution and hydrogen. The overall cumulative 

increase in investments is quantitatively significant, in that, it requires an additional 20.2tn USD (578bn 

USD/year) by 2050 and 34.4tn USD (530bn USD/year) by 2100 compared to phase III. 

As a result, scenarios that were previously labelled as orderly shift towards the disorderly category. Net Zero 

2050, which is the most ambitious scenario in terms of temperature target (<1.5°C), can hardly be called an 

orderly scenario anymore, leaving room for a new Low Demand orderly scenario. This scenario uses new 

hypotheses (some aligned with SSP1) and describes a world with rapid and important changes in consumer 

behaviours (e.g., reduced plane transportation, meat consumption, etc.), leading to a reduced demand in 

energy and CO2 emissions. The decrease in energy demand is achieved via improvement in energy efficiency 

and a redirection of consumption towards less carbon-intensive goods and services. This consumer-led 

decrease in energy demand (as opposed to a carbon price-led decrease) makes the transition to the 1.5°C target 

more orderly. 
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Module 2: IAM ɀ REMIND-MAgPIE 

1. Non-technical summary 

What is the REMIND-MAgPIE model? 

REMIND and MAgPIE are two models developed at the Potsdam Institute for Climate Impact Research (PIK) 

that were created over a decade ago (Leimbach et al., 2010a; Lotze-Campen et al., 2008) and are continually 

being improved to provide up-to-date scientific evidence. 

REMIND (REgional Model of INvestment and Development) is a numerical model that generates 

projections for the future evolution of the world economies with a special focus on the development of the 

energy sector and the implications for our world climate. The goal of REMIND is to find the optimal mix of 

investments in the economy and the energy sectors of each of the 12 model regions given a set of population, 

technology, policy, and climate constraints. It also accounts for regional trade characteristics on goods, energy 

fuels, and emissions allowances. The most relevant greenhouse gas emissions due to human activities are 

represented in the model. 

MAgPIE (Model of Agricultural Production and its Impacts on the Environment) is a global land use 

allocation model, which is in turn connected to the grid-based dynamic vegetation model LPJmL (Lund-

Potsdam-Jena managed Land) to simulate the interactions between the land surface and the atmosphere 

as well as the impact of human activities on the environment. As a partial equilibrium model, the objective 

function of MAgPIE is the fulfilment of agricultural demand for each region at minimum global costs under 

consideration of biophysical and socioeconomic constraints. The MAgPIE results are consolidated to the 12 

REMIND regions through a process called spatial aggregation or regional harmonization. This process involves 

grouping or merging the individual regions into larger and more manageable units for analysis and modelling 

purposes. The specific method of consolidation can vary depending on the specific requirements of the 

modelling framework and the research objectives. Common approaches include geographical proximity, 

economic similarities, administrative boundaries, and model requirements. 

REMIND-MAgPIE aims to help policy and other decision makers to plan ahead by understanding the roles, 

synergies and trade-offs between various factors, including population, resources, technologies, policies 

and the environment. Using REMIND-MAgPIE, research and policy-relevant questions related to sustainability 

can be explored: Which technologies should we use in the future? What is the impact of policy proposals that 

are meant to prevent (mitigate) climate change? What are the consequences on economic development, air 

pollution, and land use? For some questions, REMIND is used in connection with other models to allow the 

analysis of other environmental impacts such as water demand, air pollution, health effects and climate 

impacts. (see four main components of the REMIND-MAgPIE framework in Figure 42). One such model is 

MAGICC (Model for the Assessment of Greenhouse Gas Induced Climate Change). This is a climate model, 

which accounts for changes in climate-related variables like global surface mean temperature. The linkage to 

MAGICC analyses the complex interactions between agriculture, land-use, greenhouse gas emissions, and 

climate change. More details on MAGICC are provided in a dedicated box (Module 1). 
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REMIND-MAgPIE is well equipped to capture the interactions between the energy transformation in 

response to climate policies and economic development. Full macroeconomic integration is particularly 

valuable for the assessment of effects of climate policies on the scarcity of energy carriers, demand response, 

structural changes, investments, macroeconomic costs, and their regional distribution. Changing crucial 

parameters in REMIND (such as the climate target or the availability of technologies or resources) can have 

significant impact on GHG prices and bioenergy demand. Thus, REMIND and MAgPIE can be run in an iterative 

soft-coupled mode, where REMIND updates MAgPIE's assumptions regarding bioenergy demand and GHG 

prices, and MAgPIE, in turn, updates REMIND's assumptions regarding bioenergy prices and land-use emissions 

and agricultural production costs. The iteration is continued until changes between iterations become 

negligible. The resulting scenarios are consistent regarding the price and quantity of bioenergy and GHG 

emissions. 

The central strength of REMIND with its perfect foresight is its ability to calculate first-best mitigation 

strategies that provide benchmark development scenarios with detailed representation of the key dynamics 

related to the scale up of novel technologies and integration constraints in the power sector. These benchmark 

scenarios allow for comparison with mitigation scenarios under second-best policy settings (regional or sectoral 

fragmentation) or technology constraints. Within some numerical restrictions, the flexible spatial resolution of 

REMIND enables the exploration of transformation pathways of the energy-economic system for specific 

countries or global regions.  

Figure 42. Overview of REMIND-MAgPIE framework 

Figure 43. Regions in REMIND 
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What are the key model inputs? 

Key model inputs are the available historical data, for example population, GDP, fossil resources, energy use, 

emissions, land-use and vegetation patterns, capital stocks, and investments. They come from both 

ÉÎÔÅÒÎÁÔÉÏÎÁÌ ÏÒÇÁÎÉÓÁÔÉÏÎÓ ɉ7ÏÒÌÄ "ÁÎËȟ /%#$ȟ 5.ȟ )%!ȟ ȣɊ ÁÎÄ ÔÈÅ ÁÃÁÄÅÍÉÃ ÌÉÔÅÒÁÔÕÒÅȢ !ÄÄÉÔÉÏÎÁÌÌÙȟ 

projections for future development are used, such as UN population projections, short-term IMF or World Bank 

GDP projections, long-run projections on technological parameters and prices, again drawing on academic 

literature. These datasets are used to calibrate the model to determine key model parameters. 

 

What are the key model outputs? 

The output of these models (with a given set of population, technology, policy and climate constraints) can help 

policymakers and other relevant stakeholders evaluate the effectiveness and efficiency of different policy 

interventions and identify optimal pathways for achieving sustainable development goals. It also accounts for 

regional trade characteristics on goods, energy fuels, and emissions allowances and all greenhouse gas 

emissions due to human activities. 

 

What is new in the 2023 edition? 

The REMIND-MAgPIE version 3.2-4.6 contains new datasets from UNFCCC, IEA WEO, UBA, IRENA, EDGAR7 

and EEA to improve the quality of the calibration. The policy database for NDC and net Zero targets was 

updated. Compared to Phase 3, the flexibility of the model to adapt its 2025 value was reduced. To reflect the 

energy crisis, import restrictions on fossil gas in Europe were implemented.  
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2. Overview of model scope and methods 

REMIND32 is a modular multiregional general equilibrium model linking a macro-economic growth model 

with a bottom -up engineering-based energy system model. It uses non-linear optimization to derive welfare-

optimal regional transformation pathways of the energy-economic system subject to climate and sustainability 

constraints for the time horizon from 2005 to 2100. REMIND operates at a time resolution of 5 years until 2060, 

and 10 years thereafter to derive long-term projections. Using different scenario analysis techniques which 

cover a wide array of factors, simulations can explore a range of possible futures. The resulting solution 

corresponds to the decentralized market outcome under the assumptions of perfect foresight of economic 

agents. In the integrated damage runs, external effects from climate damages are internalized into the 

optimization function.  

A Ramsey-type33 growth model with perfect foresight serves as a macro-economic core projecting growth, 

savings and investments, factor incomes, energy, and material demand. The macroeconomic production 

factors are capital, labour, and final energy. A nested production function with constant elasticity of 

substitution (CES) determines the final energy demand. REMIND uses economic output for investments in the 

macro-economic capital stock as well as for consumption, trade, and energy system expenditures. 

                                                      

32 Phase IV NGFS scenarios have used version 3.2 of REMIND. The last release of the model is available at 
https://github.com/remindmodel/remind and https://doi.org/10.5281/zenodo.7852740. The REMIND Documentation is 
available at: https://rse.pik-potsdam.de/doc/remind/3.2.0/.  

33 In the Ramsey growth model, the investment share of economic output is determined endogenously to maximize inter-
temporal welfare. See Barro and Sala-i-Martin (2004) for an overview of these models. 

Figure 44: Structure of REMIND model 

https://github.com/remindmodel/remind
https://doi.org/10.5281/zenodo.7852740
https://rse.pik-potsdam.de/doc/remind/3.2.0/
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The energy system representation differentiates between a variety of fossil, biogenic, nuclear, and renewable 

energy resources. More than 50 technologies are available for the conversion of primary energy into secondary 

energy carriers as well as for the distribution of secondary energy carriers into final energy.  

The macroeconomic core and the energy system part are hard linked via final or useful energy demand (input 

to the economy) and the costs incurred by the energy system (output of the economic part). Economic activity 

results in demand for energy in different sectors (transport, industry, and building sectors) and of different 

types (electric and non-electric). See Figure 44. 

The model accounts for crucial drivers of energy system inertia and path dependencies by representing full 

capacity vintage structure, technological learning of emergent new technologies, as well as adjustment costs 

for rapidly expanding technologies. 

Tax revenues are redistributed as a lump sum; thus, net taxes converge to zero in the optimal solution. REMIND 

considers the trade of coal, gas, oil, biomass, uranium, the composite good (aggregated output of the 

macroeconomic system) It assumes that renewable energy sources (other than biomass) and secondary energy 

carriers are non-tradable across regions. 

The emissions of greenhouse gases (GHGs) and air pollutants are largely represented by source and linked to 

activities in the energy-economic system. Several energy sector policies are represented explicitly, including 

energy-sector fuel taxes and consumer subsidies. The model also represents trade in energy resources. 

2.1 Macro-Economic Module 

The macroeconomic core of REMIND (Leimbach et al., 2010b, a; Bauer et al., 2012b; Luderer et al., 2012) 

features a multiregional general equilibrium representation of the Ramsey growth model (i.e., the investment 

share of economic output is determined endogenously to maximize intertemporal welfare). This approach is 

well suited for describing patterns of long-term economic growth (Barro and Sala-i-Martin, 2004), which are 

key drivers of energy demand and, thus, emissions.  

Physical capital is a major driver of economic growth, and related investments are endogenous in such models. 

In each period, the representative agent, endowed with perfect foresight, has to make the choice of using 

output for consumption or for investment, which can be used to produce consumption goods tomorrow. 

Perfect foresight is a standard assumption in economic models and widely used in IAMs (e.g., DICE/RICE, 

Nordhaus and Yang, 1996; MERGE, Manne et al., 1995; MESSAGE, Fricko et al., 2017; WITCH, Bosetti et al., 

2007). While in the real-world agents rarely have perfect foresight, using this concept is a useful approximation 

in a context of models with long planning horizons. When using the perfect foresight assumption to formulate 

an intertemporal optimization problem, the model is completed by components (technically: side constraints) 

that help to reproduce real-world dynamics caused by imperfectly foresighted decision-making (e.g., 

adjustment costs for the increase of the macroeconomic capital stock). In REMIND, each region maximizes its 

welfare subject to a budget constraint. 

The model explicitly represents trade in final composite good, primary energy carriers, and, if certain climate 

policies are enabled, emissions allowances. Thus, equilibrium refers to the balance in goods markets and 

international trade, such as the global oil market. It is a valid assumption for the decadal timescales considered 

in scenarios and, thus, does not compromise the validity of the model dynamics.  
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2.2 Production 

The macroeconomic production factors are capital, labour, and final or useful energy. A nested production 

ÆÕÎÃÔÉÏÎ ×ÉÔÈ ÃÏÎÓÔÁÎÔ ÅÌÁÓÔÉÃÉÔÙ ÏÆ ÓÕÂÓÔÉÔÕÔÉÏÎ ɉ#%3Ɋ ÄÅÔÅÒÍÉÎÅÓ Á ÒÅÇÉÏÎȭÓ ÇÒÏÓÓ ÄÏÍÅÓÔÉÃ ÐÒÏÄÕÃÔ ɉ'$0Ɋ ÁÎÄ 

its energy demand.  

Generated economic output (GDP) is used for consumption, investments in the macroeconomic capital stock, 

and energy system expenditures, as well as trade, non-energy-related greenhouse gas abatement costs, and 

agricultural costs delivered by the land-use model MAgPIE (see Figure 45). 

Inputs at the upper layer of the production function include labour, capital, and energy services. Labour is 

represented by the population at working age (exogenous). Investments increase capital stocks which 

depreciate according to the depreciation rate and energy is produced at a cost. Energy services at the upper 

level are the output from a CES tree combining sectoral energy inputs from transportation, the building sector, 

and industry. In turn, the demand for specific energy carriers at the sectoral level is also depicted through 

individual CES nests. Each production factor in the various macroeconomic CES functions has an efficiency 

parameter. These three sectors present slightly different structures. 

Transport demand composition is calculated for light-duty vehicles (LDVs), electric trains, and heavy-duty 

vehicles (HDVs), an aggregate category including passenger non-LDVs and freight modes (Pietzcker et al., 

2014a). The three corresponding nodes in the CES transport branch represent aggregated transportation 

demands in terms of useful, i.e., motive, energy. The LDV node in the CES tree is supplied by either electricity, 

hydrogen, or liquid fuels with different conversion efficiencies, accounting for vehicles with internal combustion 

engines, fuel cell cars, or battery electric vehicles. 

The final energy demand is determined for the aggregated industry sector and subdivided into four industry 

subsectors: cement production, chemicals production, iron, and steel production, as well as all remaining 

industry energy demand (denoted ȰÏÔÈÅÒ )ÎÄÕÓÔÒÙȱɊ ÕÓÉÎÇ ÒÅÇÉÏÎ-specific shares that are kept constant at 2005 

levels. Fuel switching (e.g., electrification) is enabled based on final energy prices and elasticities of substitution 

of the final energy carriers in the CES function. 

The energy demand from industry is modelled explicitly for the four subsectors (cement, chemicals, and iron 

ÁÎÄ ÓÔÅÅÌȟ ÁÎÄ ÁÌÌ ÒÅÍÁÉÎÉÎÇ ÉÎÄÕÓÔÒÙ ÅÎÅÒÇÙ ÄÅÍÁÎÄ ɉÄÅÎÏÔÅÄ ȰÏÔÈÅÒ ÉÎÄÕÓÔÒÙȱɊ ÉÎ ÔÈÅ ÎÅÓÔÅÄ #%3 ÐÒÏÄÕÃÔÉÏÎ 

function. The iron and steel sector is subdivided into primary steel (from iron ore) and secondary steel (from 

Figure 45: Production function of REMIND model 
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scrap). The production of cement and steel as well as the value added from chemicals are derived via 

econometric regressions models based on per capita GDP at the country level. Steel demand is projected 

following the approach of Pauliuk et al. (2013). In all realizations of the industry module, three marginal 

abatement cost (MAC) curves have been derived from the literature for CCS in the cement, chemicals, and iron 

and steel sectors (Kuramochi et al., 2012). 

The heterogeneity of the building demand is rendered through a nested CES function with a high degree of 

substitutability among non-electric fuels (e.g., heating oil and natural gas) and a low degree of substitutability 

between non-electric fuels and electric demand. The distinction between the non-electric and electric energy 

carriers is motivated by the different uses that can be made of these energy sources. While non-electric fuels 

are mostly used for heating purposes (e.g., space, water, and cooking), electricity consumption covers a wider 

range of purposes (e.g., lighting, appliances, and cooling). 

2.3 Trade 

REMIND considers the trade of coal, gas, oil, biomass, uranium, and the composite good (aggregated output 

of the macroeconomic system). It assumes that renewable energy sources (other than biomass) and secondary 

energy carriers are non-tradable across regions.  

REMIND models regional trade via a common pool. While each region is an open system ɀ meaning that it can 

import more than it exports ɀ the global system is closed. The combination of regional budget constraints and 

balanced international flows ensures that the sum of regional consumption, investments, and energy-system 

expenditures cannot be greater than the global total output in each period. In line with the classical Heckscherɀ

Ohlin and Ricardian models (Heckscher et al., 1991), trade between regions is induced by differences in factor 

endowments and technologies. REMIND also represents the additional possibility of intertemporal trade. This 

can be interpreted as capital trade or borrowing and lending. Capital trade is linked to the export and import of 

goods and energy and is accounted for in the inter-temporal trade balance. By directing the goods trade, the 

capital market implementation affects the consumption.  

To reconcile modelled capital flows and currently observed patterns (Lucas paradox34; Lucas, 1990), REMIND 

represents capital market imperfections. The default setting includes limitations on the growth of debts and 

surpluses that each region can accumulate within a 5-year period. Alternative realizations with capital market 

imperfections are available (Leimbach and Bauer, 2021) 

2.4 Taxes 

REMIND includes different types of taxes (see Table 5), representing existing energy taxes, emulating climate 

policies via carbon prices or additional externalities for some technologies and processes. The overall tax 

revenue is the sum of various components. 

 

                                                      

34 i.e. the fact that capital do not always flows from developed countries to developing countries despite the fact latter 
have lower levels of capital per worker. 
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Table 5: Types of taxes within REMIND, the reason for their inclusion, and the approach to their implementation. 

Tax type Rationale Implementation  

Bioenergy tax Represents negative externalities 

of bioenergy plantation on land 

Determined as the tax rate 

(as multiple of bioenergy 

price) times primary energy 

use of purpose-grown 

biomass 

Greenhouse gas tax Main policy instrument for 

achieving mitigation targets 

Calculated as the tax rate 

times GHG emissions 

CCS (carbon capture 

and storage) tax 

Represents performance 

difference of carbon stored in fuel 

vs. carbon in the form of CO2 in 

geological storage 

Calculated as the tax rate 

(defined as fraction of 

operation and maintenance, 

O&M, costs) times the 

amount of CO2 

sequestration 

Net-negative 

emissions tax 

Represents marginal damages of 

overshoot in emissions budget 

Calculated as the tax rate 

(defined as fraction of 

carbon price) times net 

negative emissions 

Final energy taxes in 

Transports 

Status quo of fuel taxation, with 

different assumptions regarding 

convergence 

Calculated as the effective 

tax rate (tax minus subsidy) 

times final energy (FE) use in 

transport 

Final energy taxes in 

Buildings/Industry  

Status quo of fuel taxation, with 

different assumptions regarding 

convergence 

Calculated as the effective 

tax rate (tax minus subsidy) 

times FE use in the sector 

Final energy taxes in 

the sectors with 

energy service 

representation 

Status quo of fuel taxation, with 

different assumptions regarding 

convergence 

 

Calculated as the effective 

tax rate (tax minus subsidy) 

times FE use in the sector 

Resource extraction 

subsidies 

Status quo of extraction subsidies Calculated as the subsidy 

rate times fuel extraction 

Primary to secondary 

energy technology 

Non-explicitly represented 

externalities of different 

technologies (water use, emissions 

Calculated as the effective 

tax rate (tax minus subsidy) 
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taxes, specified by 

technology 

of substances beyond SO2 and 

CO2) 

times the SE output of 

technology 

Export taxes Represent export barriers Calculated as the tax rate 

times the export volume 

SO2 tax Represents air pollution externality Calculated as the tax rate 

times emissions 

High implicit discount 

rates in energy 

efficiency capital 

Mirror the overvaluation of initial 

investments vs. runtime costs by 

customers 

Calculated as the additional 

discount rate times the input 

of capital at different levels 

Regional subsidy on 

learning technologies 

Internalizes the positive externality 

of the learning spillovers to other 

regions so as to arrive at a globally 

optimal solution 

Sum over the regional 

capitalized benefits of 

learning which corresponds 

to the shadow price of the 

equation that describes the 

capacity build-up of this 

technology. 

2.5 Energy Module 

The energy system module includes a detailed representation of energy supply and demand sectors and 

differentiates between a variety of fossil, biogenic, nuclear and renewable energy resources (Bauer et al., 2012, 

2016, 2017; Klein et al., 2014, 2014; Pietzcker et al., 2014). The model accounts for crucial drivers of energy 

system inertia and path dependencies by representing full capacity vintage structure, technological learning of 

emergent new technologies, and adjustment costs for rapidly expanding technologies. The learning of 

emergent new technologies is typically represented using learning or experience curves, which depict the 

relationship between cumulative production or deployment of a technology and its associated costs or 

performance. Costs for expanding technologies are adjusted to simulate the decreasing costs and improving 

performance of technologies as they are deployed and gain experience in the system) (Pietzcker et al., 2017).  

Figure 46: Energy module structure for REMIND 
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The core part of REMIND includes the representation of the energy system via the conversion of primary 

energy into secondary energy carriers via specific energy conversion technologies: The conversion chain is 

depicted in Figure 46. Around 50 different energy conversion technologies, including fossil fuel based, 

renewable energy, bioenergy, nuclear power, energy storage and carbon capture, are included in REMIND. For 

example, bioenergy, fossil gas, coal or oil can be transformed into secondary energy carriers such as liquids, 

solids, electricity, hydrogen, gas, or district heating. In general, technologies providing a certain secondary 

energy type compete linearly against each other, i.e., technology choice follows cost optimization based on 

investment costs, fixed and variable operation and maintenance costs, fuel costs, emission costs, efficiencies, 

lifetimes, and learning rates. REMIND assumes full substitutability between different technologies producing 

one energy type. 

A few technologies convert secondary energy into another form of secondary energy, namely the conversion 

of electricity to hydrogen via electrolysis and the reconversion via hydrogen turbines, as well as the production 

of methanol and methane from hydrogen. In REMIND, technologies are represented as linear transformation 

processes that convert one or more inputs into one or more outputs. In- and outputs can be energy, materials, 

water, intermediate products or emissions, or labour inputs. The number of in- and outputs is not restricted, 

and technologies vary between in- and output characteristics. In the broader system context, technologies and 

their deployment interact via various budget constraints, which give rise to competition for resources as well 

as the potential to expand feasible production possibilities. A model solution provides a set of activities that is 

feasible with all constraints simultaneously. REMIND specifies each technology through several characteristic 

parameters: 

¶ Specific investment costs that are constant for most technologies and decrease due to learning-by-doing 

for some relatively new technologies 

¶ Cost markups due to financing costs over the construction time  

¶ Fixed yearly operating and maintenance costs in percent of investment costs  

¶ Variable operating costs (per unit of output, excluding fuel costs) 

¶ Conversion efficiency from input to output  

¶ Capacity factor (maximum utilization time per year): this parameter also reflects maintenance periods and 

other technological limitations that prevent the continuous operation of the technology 

¶ Average technical lifetime of the conversion technology in years  

¶ If the technology experiences learning-by-doing: the initial learn rate, initial cumulative capacity, and floor 

costs that can only be approached asymptotically  

REMIND represents all energy technologies as capacity stocks in gigawatt (GW) with full vintage tracking. As 

there are no hard constraints on the rate of change in investments, the possibility of investing in different capital 

stocks provides high flexibility for technological evolution. However, the model includes cost markups for the 

fast upscaling of investments into individual technologies; therefore, a more realistic phasing in and out of 

technologies is achieved. The model allows for premature retirement of capital stocks before the end of their 

technological lifetime, and the lifetimes differ between various types of technologies. Capital stocks can be 

phased out before they reach the end of their technical lifetime by the optimization if the value of their outputs 

is lower than the costs of variable inputs, reflecting a situation of asset stranding. This happens predominantly 

ÉÎ ȰÄÅÌÁÙÅÄȱ ÓÃÅÎÁÒÉÏÓȟ ×ÈÅÒÅ ÕÎanticipated policy changes change the cost or yield assumptions. Furthermore, 

capacities of conversion technologies age realistically from an engineering point of view: depreciation rates are 

very low in the first half of the lifetime and increase strongly thereafter. 
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REMIND characterizes the exhaustible resources (coal, oil, gas, and uranium) in terms of extraction cost 

curves. Fossil resources (e.g., oil, coal, and gas) are further defined by decline rates and adjustment costs (Bauer 

et al., 2016b). Extraction costs increase as low-cost deposits become exhausted (Herfindahl, 1967; Rogner, 

1997; Aguilera et al., 2009; Bauer et al., 2016a). In REMIND, region specific extraction cost curves relate the 

production cost increase to cumulative extraction (Bauer et al., 2016a; Rogner et al., 2012, p. 7). In the model, 

the fossil extraction cost input data (see Bauer et al., 2016b for details) are approximated by piecewise linear 

functions that are employed for fossil resource extraction curves. 

REMIND models resource potentials for non-biomass renewables (hydro, solar, wind, and geothermal) using 

region-specific potentials. For each renewable energy type, potentials are classified by different grades, 

specified by capacity factors. Superior grades have higher capacity factors, which correspond to more full-load 

hours per year. This implies higher energy production for a given installed capacity. Therefore, the grade 

structure represents optimal deployment of renewable energy, first using the best sites before turning to sites 

with worse conditions.  

The renewable energy potentials of REMIND35 may appear higher than the potentials used in other models 

(Luderer et al., 2014). However, these models typically limit potentials to specific locations that are currently 

competitive or close to becoming competitive. The grade structure of REMIND allows for the inclusion of sites 

that are less attractive but that may become competitive in the long-term as the costs of technologies and fuels 

change. 

The model assumes a single electricity market balance that is complemented by equations that implicitly 

represent challenges and options related to the temporal and spatial variability of wind and solar power. The 

core approach (Pietzcker et al., 2014b) is an aggregated representation of technology- and region-specific wind 

and solar PV (variable renewable energy, VRE) integration costs and curtailment rates (i.e., unused surplus 

share of VRE electricity generation), which, since 2017, are parameterized with the help of two detailed 

electricity production cost models (Scholz et al., 2017; Ueckerdt et al., 2017). Integration costs consist of costs 

associated with short-term storage deployment (batteries), long-term hydrogen storage (electrolysis and 

hydrogen turbines), transmission and distribution grid expansion and reinforcement, and curtailment of surplus 

                                                      

35 That is, the physical limits of what could be installed disregarding economic considerations. See subsection 2.3 for 
details. 

Figure 47: Energy module technologies of REMIND 
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electricity. These variables are linked to the shares of VRE generation, with higher VRE shares resulting in 

higher requirements for storage and grid. 

The land-use sector as modelled by the MAgPIE model (see next subsection) is particularly relevant for climate 

change mitigation because of its big share of global emissions and its ability to provide the renewable and 

comparatively low-emission resource biomass. In REMIND-MAgPIE, biomass is used to produce electricity, 

heat, ethanol, diesel, and hydrogen energy sources. Some of the conversion routes are equipped with CCS, 

which makes biomass an important source of negative emissions.  

2.6 Land and vegetation system 

From a climate protection perspective, two aspects of the land-use sector are of particular interest: the supply 

of biomass that can be used for energy production (possibly with carbon capture and storage, CCS) and the 

total emissions of the land-use sector. REMIND obtains its supply curves for purpose-grown biomass, its data 

for land-use emissions, and agricultural production costs from the MAgPIE land-use model. For the NGFS 

scenarios, REMIND and MAgPIE are run in an iterative soft-coupled mode (Klein, 2015; Bauer et al., 2020), 

where a simultaneous equilibrium of bioenergy and emissions markets is established by an iteration of 

simulations in which REMIND provides emissions prices and bioenergy demand to MAgPIE and receives land 

use emissions and bioenergy prices from MAgPIE in return (See Figure 48). 

The coupling approach between REMIND and MAgPIE is designed to derive scenarios with equilibrated 

bioenergy and emissions markets. In equilibrium, bio-energy demand patterns computed by REMIND are 

fulfilled in MAgPIE at the same bioenergy and emissions prices that the demand patterns were based on. 

Moreover, the emissions in REMIND emerging from pre-defined climate policy assumptions account for the 

greenhouse gas emissions from the land-use sector derived in MAgPIE under the emissions pricing and 

bioenergy use mandated by the same climate policy. The coupling approach with this iterative process at its 

core is explained in Bauer et al., 2014.  

Figure 48. Integration of REMIND with MAgPIE 
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MAgPIE36 is a global land use allocation model, which is connected to the grid-based dynamic vegetation model 

LPJmL, with a spatial resolution of 0.5°x0.5°. It takes regional economic conditions such as demand for 

agricultural commodities, technological development, and production costs as well as spatially explicit data on 

biophysical inputs into account. Biophysical inputs, such as agricultural yields, carbon densities and water 

availability, are derived from LPJmL. Based on these, the model derives specific land use patterns, yields and 

total costs of agricultural production for each grid cell. The objective function of the land use model is to 

minimize total cost of production for a given amount of regional food and bioenergy demand under 

consideration of biophysical and socioeconomic constraints.  

Regional food energy demand is defined for an exogenously given population in 10 food energy categories, 

based on regional diets. Future trends in food demand are derived from a cross-country regression analysis, 

based on future scenarios on GDP and population growth. Food and feed energy for the demand categories can 

be produced by 20 cropping activities and 3 livestock activities. Feed for livestock is produced as a mixture of 

crops, crop residuals, processing by-products, green fodder produced on crop land, and pasture. For meeting 

the demand, MAgPIE endogenously decides, based on cost-effectiveness, about intensification of agricultural 

production, cropland expansion and production relocation (intra-regionally and inter-regionally through 

international trade), see Dietrich et al. (2014), Lotze-Campen et al. (2010) and Schmitz et al. (2012).  

Variable inputs of production are labour, chemicals, and other capital (all measured in US$). Costs of production 

are derived from the Global Trade Analysis Project (GTAP) Database. The model can endogenously decide to 

                                                      

36 Phase IV NGFS scenarios use version 4.6 of MAgPIE. See https://github.com/magpiemodel/magpie for the last version 
and documentation of the model. 

Figure 49. Simplified MAgPIE flowchart of key processes (demand and trade 
implementation, data inputs from LPJmL and spatially explicit water shadow prices). 

https://github.com/magpiemodel
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acquire yield-increasing technological change at additional costs. The costs for technological change for each 

economic region are based on its level of agricultural development, measured as agricultural land-use intensity. 

These costs grow with further investment in technological change. The use of technological change is either 

triggered by a better cost-effectiveness compared to other investments or as a response to resource 

constraints, such as land scarcity.  

The model LPJmL37 is designed to simulate vegetation composition and distribution as well as stocks and land-

atmosphere exchange flows of carbon and water, for both natural and agricultural ecosystems. Using a 

combination of plant physiological relations, generalised empirically established functions and plant trait 

parameters, it simulates processes such as photosynthesis, plant growth, maintenance and regeneration 

losses, fire disturbance, soil moisture, runoff, evapotranspiration, irrigation, and vegetation structure. 

LPJmL is currently the only DGVM (Dynamic Global Vegetation Model) that has dynamic land use fully 

incorporated at the global scale and simulates the production of woody and herbaceous short-rotation 

bioenergy plantations and the terrestrial hydrology. It differs from other models in the wider field by computing 

carbon, nitrogen, and water flows explicitly: most other macro-hydrological models lack the important 

vegetation structural and physiological responses that influence the water cycle, while most other vegetation 

models lack the advanced consistent water balance of LPJmL or are not global in scale.  

2.7 Emissions, abatement costs and Carbon dioxide removal 

REMIND simulates emissions from long-lived GHGs (CO2, CH4, and N2O), short-lived GHGs (CO, NOx, and 

VOCs), and aerosols (SO2, BC, and OC). REMIND accounts for these emissions with different levels of detail 

depending on the types and sources of emissions. 

It calculates CO2 emissions from fuel combustion and industrial processes, CH4 emissions from fossil fuel 

extraction and residential energy use, and N2O emissions from energy supply based on sources. Fluorinated 

gases (F-gases) and emissions from land-use change are included exogenously with different trajectories 

depending on the SSP and climate target. 

There are mitigation options for CH4, N2O, and CO2 from land-use change, fossil fuel extraction, cement 

production, and waste handling that are independent of energy consumption and are calculated in the core of 

REMIND. However, there are costs associated with these emission reductions. Therefore, REMIND derives the 

mitigation options from marginal abatement cost curves (MACC), which describe the percentage of abated 

emissions as a function of the costs (Lucas et al., 2007). 

In addition to CCS (carbon capture and storage) with fossil fuels and in the industry sector, four carbon dioxide 

removal (CDR) options are available: afforestation and reforestation, bioenergy with CCS (BECCS), direct air 

capture with CCS (DACCS), and enhanced weathering of rocks (EW). CO2 emissions from afforestation and 

reforestation are derived from the land-use optimization model MAgPIE. The trade-off between land expansion 

and yield increases is treated endogenously in the model. BECCS (bioenergy with carbon capture and storage) 

is the only CDR technology that provides sizable energy instead of consuming it. The idea of BECCS is to turn 

biomass grown on land carbon-negative by capturing the emissions arising during combustion or the refinery 

process. BECCS can be used for electricity, hydrogen, gas, or liquid-fuel production with different carbon 

                                                      

37 See https://github.com/PIK-LPJmL/LPJmL for the repository and documentation of the model. 

https://github.com/PIK-LPJmL/LPJmL
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capture rates. DACCS (direct air and carbon capture and storage) and enhanced weathering of rocks were 

switched off in REMIND for the NGFS scenarios. 

2.8 Climate 

To translate emissions into changes in atmospheric composition, radiative forcing, and temperature increase, 

REMIND is coupled with the MAGICC 6 climate model. Due to numerical complexity, the evaluation of climate 

change using MAGICC is performed after running REMIND. Iterative adjustment of emission constraints or 

carbon taxes allows for specific temperature or radiative forcing limits to be met in the case of temperature 

targets. 

MAGICC is a reduced-complexity climate model that calculates atmospheric concentrations of greenhouse 

gases and other atmospheric climate drivers, radiative forcing, and global annual-mean surface air 

temperature. More details on this model are provided in the dedicated Box: MAGICC: A reduced complexity 

Earth system model, and in the corresponding sections of the IAMs modules, as it is also used in post-

processing for the estimation of chronic physical damages. 
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3. Key model inputs 

Description of key input variables (e.g., which series, years, sources) and main assumptions 

REMIND-MAgPIE uses a range of exogenous data as input to ensure the consistency of scenarios with historic 

developments and realistic future projections. Historical data for the year 2005 are used to calibrate most of 

the free variables (e.g., primary energy mixes in 2005, secondary energy mixes in 2005, standing capacities in 

2005, and trade in all traded goods for 2005). Additional bounds for a select few variables, primarily capacity 

(additions), up through 2019 ensure that the 2020 point of departure in current policy cases is proximal to actual 

developments. The ability to also run the simulation without these constraints enables important comparisons 

of model dynamics from 2005 to 2020 with real world developments.  

Technology parameters are projected into the future, generally assuming a certain level of convergence across 

regions in the long term.  

3.1 Population and GDP 

All economic assumptions are taken from the Shared Socioeconomic Pathway 2 (SSP 2), designed to represent 

Á ȰÍÉÄÄÌÅ-of-the-ÒÏÁÄȱ ÆÕÔÕÒÅ ÄÅÖÅÌÏÐÍÅÎÔȢ 0ÏÐÕÌÁÔÉÏÎ ÉÓ Á ÆÕÌÌÙ ÅØÏÇÅÎÏÕÓ ÉÎÐÕÔ ÁÓÓÕÍÐÔÉÏÎȢ Projections of 

coherent future demographic and economic developments offer population and labour trajectories from 2005 

to 2100 (SSP trajectories; Dellink et al., 2017; KC and Lutz, 2017). 

Gross Domestic Product38 is a semi-endogenous output. The model takes the SSP2 GDP trajectories for 

calibrating assumptions on exogenous productivity improvement rates in a no-policy reference scenario 

(Current policies). GDP trajectories in other scenarios thus reflect the general equilibrium effects of constraints 

and distortions by policies (so changes in capital allocation and prices, but without taking potential damages 

from climate impacts into account).  

3.2 Production function calibration 

To align with gross domestic product (GDP) trajectories consistent with the population trajectories from 2005 

to 2100, as well as final and useful energy trajectories, REMIND calibrates its production function.  

The changes in efficiency parameters over time are tuned such that the baseline scenario meets exogenous 

ÅÃÏÎÏÍÉÃ ÇÒÏ×ÔÈ ÐÁÔÈ×ÁÙÓ ÁÎÄ ÆÉÎÁÌ ÏÒ ÕÓÅÆÕÌ ÅÎÅÒÇÙ ÐÁÔÈ×ÁÙÓ ÉÎ ÌÉÎÅ ×ÉÔÈ ÔÈÅ 330Ó ɉ/ȭ.ÅÉÌÌ ÅÔ ÁÌȢȟ ΨΦΧΩɊȢ 4ÈÅ 

calibration has to fulfil two constraints: an economic and a technological constraint. The technological 

constraint requires the inputs of the CES (constant elasticity of substitution) production function to yield the 

desired output. At this stage, there is no economic consideration at all. During a REMIND run, however, the 

model will strive to find the most efficient solution in terms of costs. Therefore, the second constraint is an 

economic constraint. The derivatives of the CES function, i.e., the marginal increase in income from increasing 

the considered input by one unit, must equal the price of that input, i.e., the marginal cost. The economic 

constraint ÄÅÆÉÎÅÓ ÔÈÁÔ ÔÈÅ ÐÒÉÃÅÓ ÁÒÅ ÅÑÕÁÌ ÔÏ ÔÈÅ ÄÅÒÉÖÁÔÉÖÅÓȢ &ÏÌÌÏ×ÉÎÇ %ÕÌÅÒȭÓ ÒÕÌÅȟ ÔÈÅ ÔÅÃÈÎÏÌÏÇÉÃÁÌ 

constraint determines that, for homogeneous functions of degree 1 (as is the case here), the output is equal to 

the sum of the derivatives times the quantity of inputs. Combining both constraints means that the output is 

                                                      

38 This series is provided in the NGFS database with the name GDP|PPP|counterfactual without damage. 
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equal to the sum of inputs valued at their price. Thus, the prices and quantities given exogenously, combined 

with the two constraints, are sufficient to determine all the quantities of the CES tree up to the last level with 

labour and capital. 

3.3 Resource extraction costs and renewable maximum capacities 

While biomass resources are given by MAgPIE model, the extraction costs of fossil fuels need to be calibrated, 

see Figure 50. More details on the underlying data and method are presented in a separate paper (Bauer et al., 

2016b). In the model, this fossil extraction cost input data is approximated by piecewise linear functions that 

are employed for fossil resource extraction curves. For uranium, extraction costs follow a third-order 

polynomial parameterization based on data of the Nuclear Energy Agency (NEA); see Bauer et al. (2012a) for 

details. 

For renewables, maximum production capacity is calibrated by region, see Figure 51. The regionally 

aggregated potentials for solar photovoltaics (PV) and concentrated solar power (CSP) used in REMIND were 

developed in Pietzcker et al. (2014b) in cooperation with the German Aerospace Center (DLR). To account for 

the competition between PV and CSP for the same sites with good irradiation, an additional constraint for the 

combined deployment of PV and CSP was introduced in REMIND (Pietzcker et al., 2014b) to ensure that the 

model cannot use the available area twice to install both PV and CSP. 

Figure 50. Extraction marginal costs by fossil resource. Bauer et al. (Energy, 2016) 
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The regionally aggregated wind potentials were developed based on a number of studies (Hoogwijk, 2004; 

Brückl, 2005; Hoogwijk and Graus, 2008; EEA, 2009; Eurek et al., 2017). The technical potentials for combined 

on- and offshore wind power amount to 800 E* ÙÒϾΧ ɉÈÁÌÆ ÏÆ ÔÈÉÓ ÁÍÏÕÎÔ ÉÓ ÁÔ ÓÉÔÅÓ ×ÉÔÈ ÍÏÒÅ ÔÈÁÎ ΧίΦΦ ÆÕÌÌ-

load hours). The total value is approximately half the maximum extractable electric energy from wind over land 

area, as estimated in Miller and Kleidon (2016), and about one-fifth of the potential estimated in Lu et al. (2009). 

4ÈÅ ÇÌÏÂÁÌ ÐÏÔÅÎÔÉÁÌÓ ÏÆ ÈÙÄÒÏÐÏ×ÅÒ ÁÍÏÕÎÔ ÔÏ ΫΦ %* ÙÒϾΧȢ 4ÈÅÓÅ ÅÓÔÉÍÁÔÅÓ ÁÒÅ ÂÁÓÅÄ ÏÎ ÔÈÅ ÔÅÃÈÎÏÌÏÇÉÃÁÌ 

potentials provided in the report from WGBU (2003) and the background paper produced for the report 

(Horlacher, 2003). 

3.4 Emissions 

For each fuel, region, and technology, REMIND applies specific emissions factors, which are calibrated to match 

base year GHG inventories (Global Emissions EDGAR v4.2, 2013). Emission factors for CH4 from the residential 

sector, and N2O from energy supply are taken from Amous (2000). 

Baseline emissions for CH4 fugitive emissions from coal, oil, and gas extraction and processing, are calculated 

by source using region- and fuel-specific emission factors. The emission factors for CH4 fugitive emissions are 

Figure 51. Renewables maximum production by regions. Pietzcker et al. (Applied Energy, 2014) 
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derived using the emissions inventory (Global Emissions EDGAR v4.2, 2013) and the amount of fossil fuel 

extracted in each region in REMIND in 2005.  

REMIND uses an econometric estimate for CO2 emissions from cement production as well as CH4 and N2O 

emissions from waste handling. In both cases, the driver of emissions depends on the development of 

population and GDP (as a proxy for waste production) or capital investment (as a proxy for cement production 

in infrastructure). REMIND uses exogenous baselines for N2O emissions from transport and industry, and for 

CO2, CH4, and N2O emissions from land-use and land-use change based on MAgPIE. 

CH4 and N2O emissions from open burning are assumed to remain constant at their 2005 levels. 

Emissions of other GHGs (e.g., F-gases and Montreal gases) are exogenous and are taken from the SSP scenario 

data set from the IMAGE model (van Vuuren et al., 2017). 

For pollutant emissions of SO2, BC, OC, NOx, CO, VOCs, and NH3 related to the combustion of fossil fuels, 

REMIND considers time- and region-specific emissions factors coupled to model-endogenous activity data. BC 

and OC emissions in 2005 are calibrated to the GAINS model (Klimont et al., 2017; Amann et al., 2011). All other 

emissions from fuel combustion in 2005 are calibrated to Global Emissions EDGAR v4.2 (2013).  

Emission factors for SO2, BC, and OC are assumed to decline over time according to air pollution policies based 

on Klimont et al. (2021). Current near-term policies are enforced in high-income countries, with gradual 

strengthening of goals over time and gradual technology (research, development, demonstration, and 

deployment). Low-income countries do not fully implement near-term policies but gradually improve over the 

century. Emissions from international shipping and aviation and waste of all species are exogenous and are 

taken from Fujino et al. (2006). Further, REMIND uses land-use emissions from the MAgPIE model (see Sect. 

2.4.1), which, in turn, are based on emission factors from van der Werf et al. (2010).  
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Module 3: IAM ɀ MESSAGE-GLOBIOM 

1. Non-technical summary 

What is the MESSAGE-GLOBIOM model? 

The MESSAGE-GLOBIOM model, or MESSAGE in short, is an Integrated Assessment Model (IAM) 

developed by the International Institute for Applied Systems Analysis (IIASA). It combines energy systems, 

environmental impacts, and economic analysis to evaluate the long-term implications of energy and climate 

policies. Although its name only refers to two of its components, the MESSAGE-GLOBIOM model consists of a 

combination of five different models or modules which complement each other and are specialised in different 

areas:  

¶ the energy model MESSAGEix39 (Model for Energy Supply Strategy Alternatives and General 

Environmental Impact),  

¶ the land-use model GLOBIOM (GLobal BIOsphere Management),  

¶ the air pollution and GHG model GAINS (Greenhouse gas ɀ Air pollution Interactions and Synergies),  

¶ the aggregated macro-economic model MACRO, and 

¶ the simplified climate model MAGICC (Model for the Assessment of Greenhouse-gas Induced Climate 

Change).  

All models and modules together build the IIASA IAM framework, also referred to as MESSAGEix-GLOBIOM 

since the energy model MESSAGE and the land use model GLOBIOM are its most important components. The 

five models provide input to and iterate between each other during a typical scenario development cycle. 

The MESSAGEix-GLOBIOM model at its core is a technology-detailed energy-engineering optimization model 

used for energy planning. Through linkage to macro-economic, land-use and climate models it is capable of 

considering important feedback and limitations in these areas outside of the energy system. 

What are the key model inputs? 

Key model inputs, taken from external sources, relate to GDP and population pathways (taken from the Shared 

Socioeconomic Patheway SSP2), energy resource endowments, energy conversion rates, energy end-use, 

technological change, fuel blending, add-on technologies, energy demand, modelling policies, macroeconomic 

variables, land-use, and emissions. 

What are the key model outputs? 

Key model outputs comprise regional and country-level variables on emissions, land uses, prices, and quantities 

over different scenarios and over a pre-defined horizon common across scenarios.  

                                                      

39 4ÈÅ ȰÉØȱ ÓÔÁÎÄÓ ÆÏÒ ÉÎÔÅÇÒÁÔÅÄ ÁÓÓÅÓÓÍÅÎÔ ÍÏÄÅÌÌÉÎÇ ×ÉÔÈ ÅØÏÇÅÎÏÕÓ ÕÎÃÅÒÔÁÉÎÔÉÅÓȢ -%33!'%ÉØ ÉÓ Á ÖÅÒÓÁÔÉÌÅȟ ÄÙÎÁÍÉÃ 
systems-optimization modelling framework developed by the IIASA Energy, Climate, and Environment (ECE) 
Program 1 since the 1980s. 
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What is new in the 2023 edition? 

The 2023 edition for Phase IV does not have many changes compared to the 2022 edition used for Phase III. 

However, some of the notable differences are: 

1. Chemical industry sectors expanded to include ammonia and methanol production processes. 

2. A new interpolation scheme for aggregating country-level net-zero trajectories.  

3. Updated policy details for the Current Policies and NDC scenarios. 

4. Improved method for regionally different carbon price reporting.  

2. Overview of model scope and methods 

The MESSAGE-GLOBIOM model40 was originally developed to represent global and regional energy 

systems41 and can be used as an energy planning tool. 4ÈÅ ÎÁÍÅ Ȱ-%33!'%ȱ ÉÔÓÅÌÆ ÒÅÆÅÒÓ ÔÏ ÔÈÅ ÃÏÒÅ ÏÆ ÔÈÅ 

IIASA IAM framework (see Figure 52) and its main task is to optimise the energy system so that it can satisfy 

specified energy demands at the lowest costs. The current version allows for a detailed representation of the 

technical-engineering, socioeconomic, and biophysical processes in energy and land-use systems. This is 

achieved by linking MESSAGEix to four different models, which have also been developed by IIASA. These four 

models are the land-use model GLOBIOM (Global Biosphere Management Model), the air pollution and 

greenhouse gas (GHG) model GAINS (Greenhouse gas - Air pollution Interactions and Synergies model), the 

aggregated macro-economic model MACRO and the climate model MAGICC (Model for the Assessment of 

Greenhouse-gas Induced Climate Change), which complement each other and are specialized in different 

areas. The IIASA IAM framework is also referred to as MESSAGEix-GLOBIOM, since the energy model 

MESSAGEix and the land-use model GLOBIOM are its central components. Key features of the model include: 

¶ energy system analysis: production, conversion, and consumption across different sectors, 

¶ environmental impacts: enabling the analysis of the environmental consequences of different energy 

pathways and policy interventions, 

¶ technological detail: simulating the behaviour and evolution of different energy technologies over time, 

¶ economic analysis: economic implications of different energy and climate policies, including the costs and 

benefits of different mitigation strategies, and 

¶ policy assessment: analysing the impacts of policy measures such as carbon pricing, RE subsidies, and 

energy efficiency standards. 

                                                      

40 A comprehensive documentation of the model is available at these URLs: https://docs.messageix.org/en/stable/; 
https://www.iamcdocumentation.eu/index.php/Model_Documentation_-_MESSAGE-GLOBIOM The source code of 
the model is open-source and available at this URL: https://github.com/iiasa/message_ix 

41 The energy system analytically traces the process of resource extraction, imports and exports, conversion, transport, 
and distribution, up to the provision of energy end-use services such as light, space conditioning, industrial production 
processes, and transportation. The energy system in MESSAGEix is represented in Figure 53 
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Figure 52. Overview of the IIASA IAM Framework. Coloured boxes represent respective specialized disciplinary models which 
are integrated for generating internally consistent scenarios. Figure from Riahi et al. (2016). 

MESSAGEix42 represents the core of the IIASA IAM framework. Its main task is to optimise the energy 

system (see Figure 53), i.e., to satisfy specified energy demands at the lowest costs. This optimisation is 

carried out in an iterative setup with MACRO, a single sector macro-economic model, which provides estimates 

of the macro-economic demand response that results from energy system and services costs computed by 

MESSAGEix. For the six commercial end-use demand categories depicted in MESSAGE (see Energy demand), 

based on demand prices, MACRO will adjust useful energy demands, until the two models have reached 

equilibrium (see Macro-economy (MACRO)). This iteration reflects price-induced energy efficiency 

adjustments that can occur when energy prices change. MESSAGE can represent different energy- and climate-

related policies. 

                                                      

42 Daniel Huppmann, Matthew Gidden, Oliver Fricko, Peter Kolp, Clara Orthofer, Michael Pimmer, Nikolay Kushin, 
Adriano Vinca, Alessio Mastrucci, Keywan Riahi, and Volker Krey. The messageix integrated assessment model and 
the ix modeling platform (ixmp): an open framework for integrated and cross-cutting analysis of energy, climate, the 
environment, and sustainable development. Environmental Modelling & Software, 112:143ɀ156, 2019. 
doi:10.1016/j.envsoft.2018.11.012. 
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Figure 53. Reference Energy System in MESSAGEix 

GLOBIOM is a partial-equilibrium model representing the mainland-use sectors, which include agriculture 

and forestry. The supply side of the model is built-up from the bottom (spatially explicit land cover, land use, 

management systems and economic cost information) to the top (regional commodity markets), as illustrated 

in Figure 54. GLOBIOM provides MESSAGEix with information on land use and its implications, including the 

availability and cost of bioenergy, and availability and cost of emission mitigation in the AFOLU (Agriculture, 

Forestry and Other Land Use) sector. The link between MESSAGEix and GLOBIOM allows researchers to 

investigate how land-use changes and biomass supply influence the production of carbon emissions, which in 

turn affects energy demand, allowing for an integrated analysis of the energy system and GHG emissions linked 

to land use. 
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Figure 54. Overview of the GLOBIOM model 

Air pollution implications of the energy system are accounted for in MESSAGEix by applying technology-

specific air pollution coefficients derived from the GAINS model. The GAINS model is an analytical 

framework for assessing future potentials and costs for reducing air pollution impacts on human health and the 

environment while simultaneously mitigating climate change through reduced greenhouse gas emissions 

(Figure 55). It explores synergies and trade-offs in cost-effective emission control strategies to maximize 

benefits across multiple scales. GAINS is calibrated by estimating historic emissions of air pollutants and GHGs 

for each country based on data from international energy and industrial statistics, emission inventories and 

other data supplied by countries themselves. It assesses emissions over the medium-to-long term, with 

projections being specified in five-year intervals until 2050.  

 

Figure 55. Overview of the GAINS model 

 



     90 

In addition to these two large-scale models, two other key models are also closely related to the use of the 

MESSAGE model, namely MACRO and MAGICC. MACRO is a macroeconomic model maximizing the 

intertemporal utility function of a single representative producer-consumer in each world region. The 

optimization result is a sequence of optimal savings, investment, and consumption decisions. The main 

variables of the model are the capital stock, available labour, and energy inputs, which together determine the 

total output of an economy according to a nested constant elasticity of substitution (CES) production function. 

Thus, by linking the two models it is possible to consistently reflect the influence of energy supply costs, as 

calculated by MESSAGE, the mix of production factors considered in MACRO, and the effect of changes in 

energy prices on energy service demands. The combined MESSAGEix-MACRO model can generate a consistent 

macro-economic response to changes in energy prices and estimate overall economic consequences (on GDP 

or consumption) of energy or climate policies. A detailed description of MAGICC is provided separately in the 

Box: MAGICC: A reduced complexity Earth system model 

Relevant model assumptions for the interpretation of the NGFS scenarios include that the policy scenarios are 

a mix of internally consistent and externally imposed constraints on the model. Also, the GDP impacts produced 

by the native model, should be interpreted as long-run averages, contrary to the high-resolution data provided 

by NiGEM. 
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3. Key model inputs 

This section describes key input variables to the MESSAGEix-GLOBIOM framework. In the following section, a 

distinction is made between input variables that are common across the models of the framework (i.e., 

MESSAGEix, GLOBIOM, MACRO, MAGICC and GAINS) and input variables that are specific to the different 

models. Temporally, the models operate in 5-year or, from 2060 onwards, 10-year steps. 

Common input variables 

Common input variables are those reflecting socio-economic developments over the projection horizons. More 

specifically, exogenous input variables include variables such as GDP and population. These variables are 

derived from other analyses and only used as input for the models. More precisely, the main source for socio-

ÅÃÏÎÏÍÉÃ ÁÓÓÕÍÐÔÉÏÎÓ ÉÓ ÔÈÅ ÄÁÔÁÂÁÓÅ ÏÎ 3ÈÁÒÅÄ 3ÏÃÉÏÅÃÏÎÏÍÉÃ 0ÁÔÈ×ÁÙÓ ɉ330ÓɊ ɉ/ȭ.ÅÉÌÌ ÅÔ ÁÌȢȟ ΨΦΧΫɊȢ43 In 

particular, the SSPs reflect five different developments of the world that are characterised by varying levels of 

global challenges (see Riahi et al., 2017 for an overview). They include: a world of sustainability-focused growth 

ÁÎÄ ÅÑÕÁÌÉÔÙ ɉ330ΧɊȠ Á ȰÍÉÄÄÌÅ ÏÆ ÔÈÅ ÒÏÁÄȱ ×ÏÒÌÄ ×ÈÅÒÅ ÔÒÅÎds broadly follow their historical patterns (SSP2); 

Á ÆÒÁÇÍÅÎÔÅÄ ×ÏÒÌÄ ÏÆ ȰÒÅÓÕÒÇÅÎÔ ÎÁÔÉÏÎÁÌÉÓÍȱ ɉ330ΩɊȠ Á ×ÏÒÌÄ ÏÆ ÅÖÅÒ-increasing inequality (SSP4); and a world 

of rapid and unconstrained growth in economic output and energy use (SSP5). NGFS scenarios mainly use SSP2 

as an input.  

In the MESSAGEix scenarios for the NGFS, SSP2 projections of total population and GDP (at purchasing power 

parity exchange rates) are the primary drivers of future energy demand. In particular, GDP is common across 

scenarios for each region from 2005-2020 and differs depending on the scenarios afterwards. The SSP2 GDP 

trajectories are also used for calibrating assumptions on exogenous productivity improvement rates in the 

Current Policies scenario. GDP trajectories in other scenarios thus reflect the general equilibrium effects of 

constraints and distortions by policies. The other common variable from 2005-2100 is population, which is 

further split into rural and urban. Population paths are common across scenarios over the entire projection 

horizon, while they differ across regions. 

Energy resource endowments (MESSAGEix) 

Fossil fuel resources and renewable resource potentials: In MESSAGEix, assumptions on fossil fuel availability and 

the underlying extraction cost assumptions are derived from various sources, including global databases such 

as The Federal Institute for Geosciences and Natural Resources (BGR) and the U.S. Geological Survey (USGS), 

as well as market reports and outlooks provided by different energy institutes and agencies. The availability of 

fossil energy resources in different regions44 is then aligned with the particular storyline of the chosen SSP, i.e., 

                                                      

43 These pathways cover the range of possible future development of anthropogenic drivers of climate change found in 
the literature. The SSP storylines served as the starting point for the development of the quantitative SSP elements. 
Each storyline provides a brief narrative of the main characteristics of the future development path of an SSP. The 
storylines were identified at the joint IAV and IAM workshop in Boulder, November 2011. 

44 Conventional oil and gas are distributed unevenly throughout the world, with only a few regions dominating the reserves. 

Nearly half of the reserves of conventional oil is found in Middle East and North Africa, and close to 40% of conventional 

gas is found in Russia and the Former Soviet Union states. The situation is somewhat different for unconventional oil of 

which North and Latin America potentially possess significantly higher global shares. Unconventional gas in turn is 

distributed quite evenly throughout the world, with North America holding most (roughly 25% of global resources). The 
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SSP2 (Rogner, 1997; Riahi et al., 2012) for NGFS scenarios. Specifically, fossil fuel energy resources are aligned 

to technical and economic availability of overall resources underlying the SSP2 narrative/pathway. Key 

exogenous input variables to achieve this alignment are so called conversion technologies and technological 

change which differ across SSPs (e.g., technological change in fossil fuel extraction and conversion 

technologies is assumed to be slowest in SSP1). In particular, for SSP2 a continuation of recent trends is 

assumed, focusing more on developing extraction technologies for unconventional hydrocarbon resources, 

thereby leading to higher potential cumulative oil extraction than in the other SSPs.45  

Nuclear resources: Estimates of available uranium resources in the literature vary considerably, which could 

become relevant if advanced nuclear fuel cycles (e.g., the plutonium cycle including fast breeder reactors, the 

thorium cycle) are not available. The levels of uranium resources assumed available in the MESSAGE SSP 

scenarios are builtupon earlier work developed in the Global Energy Assessment (see Riahi et al., 2012). In the 

SSP2 narrative, which underlies NGFS scenarios, the cumulative uranium extracted is assumed at 30 Mt (metric 

tonnes) with an approximate price range of 120-230 USD/kg depending on different models of uranium 

distribution in the crust and its extraction costs.46 

Non-Biomass Renewable Resources: The resources considered are hydro, wind (on-/offshore), solar PV, 

concentrating solar power (CSP)47 and geothermal. They are measured in terms of deployment potentials 

(EJ/yr.), i.e., in terms of the electricity or heat that can be produced by specific technologies (i.e., from a 

secondary energy perspective).48 The estimates used in MESSAGEix are based on different sources, such as the 

U.S. National Renewable Energy Laboratory database as described in the Global Energy Assessment (Rogner 

et al., 2012). Moreover, resource potentials for solar photovoltaic (PV), concentrating solar power (CSP), and 

onshore/offshore wind are further downscaled by region and classified according to resource quality (annual 

capacity factor) based on Pietzcker et al. (2014) and Eurek et al. (2017).  

Biomass Resources: Bioenergy includes both commercial and non-commercial use. Commercial refers to the 

use of bioenergy in, for example, power plants or biofuel refineries, while non-commercial refers to the use of 

ÂÉÏÅÎÅÒÇÙ ÆÏÒ ÒÅÓÉÄÅÎÔÉÁÌ ÈÅÁÔÉÎÇ ÁÎÄ ÃÏÏËÉÎÇȟ ÐÒÉÍÁÒÉÌÙ ÉÎ ÒÕÒÁÌ ÈÏÕÓÅÈÏÌÄÓ ÏÆ ÔÏÄÁÙȭÓ ÄÅÖÅÌÏÐÉÎÇ ÃÏÕÎÔÒÉÅÓȟ 

and as such is typically not traded or sold. Bioenergy potentials are derived from the GLOBIOM model and differ 

                                                      

distribution of coal reserves shows the highest geographical diversity. Russia and the former Soviet Union states, Pacific 

OECD, North America, and Centrally Planned Asia and China all possess more than 10 ZJ of reserves. 

45 For assumptions and references on global fossil fuel reserves and resources in the MESSAGE please refer to the tables at 
the following link: https://docs.messageix.org/projects/global/en/latest/energy/resource/fossilfuel.html 

46 For more details: https://docs.messageix.org/projects/global/en/latest/energy/resource/nuclear.html  

47 5ÎÌÉËÅ #30 ×ÈÉÃÈ ÕÓÅÓ ÔÈÅ ÓÕÎȭÓ ÅÎÅÒÇÙȟ 06 ÓÏÌÁÒ ÐÁÎÅÌÓ ÍÁËÅ ÕÓÅ ÏÆ ÔÈÅ ÓÕÎȭÓ ÌÉÇÈÔ ÉÎÓÔÅÁÄȢ )Î ÏÔÈÅÒ ×ÏÒÄÓȟ ÐÈÏÔÏÖÏÌÔÁÉÃÓ 

is the direct convÅÒÓÉÏÎ ÏÆ ÌÉÇÈÔ ÉÎÔÏ ÅÌÅÃÔÒÉÃÉÔÙȟ ×ÈÉÌÅ #30 ÓÙÓÔÅÍÓ ÐÒÏÄÕÃÅ ÅÌÅÃÔÒÉÃ ÐÏ×ÅÒ ÂÙ ÃÏÎÖÅÒÔÉÎÇ ÔÈÅ ÓÕÎȭÓ energy 

into high-temperature heat using various mirror configurations and this concentrated energy is then used to drive a heat 

engine and drive an electric generator. 

48 This differs from the technical potentials which instead refer to the flows of energy that could become available as inputs 

for technology conversion. So, for example, the technical potential for wind is given as the kinetic energy available for wind 

power generation, whereas the deployment potential would only be the electricity that could be generated by the wind 

turbines. 

https://docs.messageix.org/projects/global/en/latest/energy/resource/fossilfuel.html
https://docs.messageix.org/projects/global/en/latest/energy/resource/nuclear.html
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across SSPs as a result of different levels of competition over land for food and fibre, but ultimately only vary 

to a limited degree. The drivers underlying this competition are different land-use developments in the SSPs, 

which are determined by agricultural productivity and global demand for food consumption. (Fricko et al., 

2017). 

Energy conversion (MESSAGEix)  

Energy technologies are characterised by numerical model inputs describing their economic (e.g., investment 

costs, fixed and variable operation and maintenance costs), technical (e.g., conversion efficiencies), ecological 

(e.g., GHG and air pollutant emissions), and socio-political characteristics.49 Model input data reflecting these 

parameters constrains the use of these technologies or, equivalently, determines their omission for some 

regions. The specific technologies represented in various parts of the energy conversion sector encompass 

Ȱ%ÌÅÃÔÒÉÃÉÔÙȟ (ÅÁÔȟ /ÔÈÅÒ ÃÏÎÖÅÒÓÉÏÎȱ50 ÁÎÄ Ȱ'ÒÉÄȟ )ÎÆÒÁÓÔÒÕÃÔÕÒÅ ÁÎÄ 3ÙÓÔÅÍ 2ÅÌÉÁÂÉÌÉÔÙȱ51,52. Each energy 

conversion technology is characterized in MESSAGE by the following data: 

¶ Energy inputs and outputs together with the respective conversion efficiencies.  

¶ Specific investment costs (e.g., per kilowatt, kW) and time of construction as well as distribution of 

capital costs over construction time.  

¶ Fixed operating and maintenance costs (per unit of capacity, e.g., per kW). 

¶ Variable operating costs (per unit of output, e.g., per kilowatt-hour, kWh, excluding fuel costs). 

                                                      

49 An example for the socio-political situation in a world region would be the decision by a country or world region to ban 

certain types of technologies (e.g., nuclear power plants). 

50 Other conversion includes liquid fuel production, gaseous fuel production and hydrogen production. 

51 Energy transport and distribution infrastructure is included in MESSAGE at a level relevant to represent the associated 

costs as well as transmission and distribution losses. Within individual model regions the capital stock of transmission and 

distribution infrastructure and its turnover is modelled for a number of energy carriers (electricity, district heat, natural gas 

and hydrogen). For all solid (coal, biomass) and liquid energy carriers (oil products, biofuels, fossil synfuels) a simpler 

approach is taken and only transmission and distribution losses and costs are taken into account. Inter-regional energy 

transmission infrastructure, such as natural gas pipelines and high voltage electricity grids, are also represented between 

geographically adjacent regions. Solid and liquid fuel trade is, similar to the transmission and distribution within regions, 

modeled by taking into account distribution losses and costs. A special case are gases that can be traded in liquified form, 

i.e., liquified natural gas (LNG) and liquid hydrogen, where liquefaction and re-gasification infrastructure is explicitly 

represented in addition to the actual transport process. 

52 The global MESSAGE model includes a single annual time period within each modelling year characterized by average 

annual load and 11 geographic regions. Seasonal and diurnal load curves and spatial issues such as transmission constraints 

or renewable resource heterogeneity are treated in a stylized way in the model. 
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¶ Plant availability or maximum utilisation time per year.53 

¶ Technical lifetime of the conversion technology in years. 

¶ Year of first commercial availability and last year of commercial availability of the technology. 

¶ Consumption or production of certain materials (e.g., emissions of kg of CO2 or SO2 per produced 

kWh). 

¶ Limitations on the (annual) activity and on the installed capacity of a technology. 

¶ Constraints on the rate of growth or decrease of the annually new installed capacity and on the growth 

or decrease of the activity of a technology. 

¶ Technical application constraints, e.g., maximum possible shares of wind or solar power in an 

electricity network without storage capabilities. 

¶ Inventory upon start up and shutdown, e.g., initial nuclear core needed at the start-up of a nuclear 

power plant. 

¶ Lag time between input and output of the technology. 

¶ Minimum unit size, e.g., for nuclear power plants it does not make sense to build plants with a capacity 

of a few kilowatts power (optional, not used in current model version). 

¶ Socio-political constraints, e.g., ban of nuclear power plants. 

¶ Inconvenience costs which are specified only for end-use technologies (e.g., cook stoves) 

Energy end-use (MESSAGEix) 

MESSAGEix distinguishes three energy end-use sectors: transport, residential/commercial (also referred to as 

buildings sector), and industry. 

Transport sector. The applied MESSAGEix transport sector representation is stylized and essentially includes 

fuel switching54 ɀto account for a key option to reduce emissions; switching depends on fuel-specific relative 

                                                      

53 As an example, electric-sector flexibility in MESSAGE is represented as follows: each generating technology is assigned a 

coefficient between -1 and 1 representing (if positive) the fraction of generation from that technology that is considered to 

be flexible or (if negative) the additional flexible generation required for each unit of generation from that technology. Load 

also has a parameter (a negative one) representing the amount of flexible energy the system requires solely to meet changes 

and uncertainty in load. 

54 Limitations of switching to alternative fuels may occur, for example as a result of restricted infrastructure availability (e.g., 

rail network) or some energy carriers being unsuitable for certain transport modes (e.g., electrification of aviation). To 

reflect these limitations, share constraints of energy carriers (e.g., electricity) and energy carrier groups (e.g., liquid fuels) 

are used in the transport sector. In addition, the diffusion speed of alternative fuels is limited to mimic bottlenecks in the 
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efficiencies - and price-elastic demands (via MACRO linkage) as the main responses to energy and climate 

policy. According to SSP2, the storyline underlying NGFS scenarios, the electrification rate within transport can 

amount up to 50 percent of total transport.55 The following Figure 56 displays a schematic diagram of the 

stylized transport sector representation in MESSAGEix.  

 

Figure 56 . Stylized transport sector representation in MESSAGEix 

Residential and commercial sector. The residential and commercial sector in MESSAGEix distinguishes two 

demand categories: thermal and specific. Thermal demand, i.e., low temperature heat, can be supplied by a 

variety of different energy carriers, while specific demand requires electricity (or a decentralized technology to 

convert other energy carriers to electricity). 

                                                      

supply chains, not explicitly represented in MESSAGEix (e.g., non-energy related infrastructure). Both the share as well as 

the diffusion constraints are usually parametrized based on transport sector studies that analyse such developments and 

their feasibility in much greater detail. 

55 The quantitative translation of the storyline elements of SSP1, SSP2 and SSP3 in terms of electrification rate for transport 

can be found at https://docs.messageix.org/projects/global/en/latest/energy/enduse/transport.html (see also Fricko et al., 

2017). 
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¶ The residential and commercial thermal energy demand includes fuel switching as the main 

option,56 i.e., different choices about final energy forms to provide thermal energy. In addition to 

the alternative energy carriers that serve as input to these thermal energy supply options, their 

relative efficiencies also vary. For example, solid fuels such as coal have lower conversion 

efficiencies than natural gas, direct electric heating or electric heat pumps. Additional demand 

reduction in response to price increases in policy scenarios is included via the fuel switching option 

(due to the fuel-specific relative efficiencies) as well as via the linkage with the macro-economic 

model MACRO (see Figure 57 below). 

¶ The residential and commercial specific demand (for electricity) can be satisfied either by 

electricity from the grid or with decentralized electricity generation options such as fuel cells and 

on-site combined heat and power (CHP).57. 

                                                      

56 To reflect limitations of switching to alternative fuels, as a result of limited infrastructure availability (e.g., district heating 

network) or some energy carriers being unsuitable for certain applications, share constraints of energy carriers (e.g., 

electricity), and energy carrier groups (e.g., liquid fuels) are used in the residential and commercial sector. In addition, as in 

the transport sector, the diffusion speed of alternative fuels is limited to mimic bottlenecks in the supply chains, not 

explicitly represented in MESSAGEix (e.g., non-energy related infrastructure). 

57 The quantitative translation of the storyline elements of SSP1, SSP2 and SSP3 in terms of electrification rate within the 
residential and commercial sectors can be found at 
https://docs.messageix.org/projects/global/en/latest/energy/enduse/transport.html (see also Fricko et al., 2017). 
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Figure 57 . Schematic diagram of the residential and commercial sector representation in MESSAGEix 

 

Industrial sector. Differently from the two demand sectors above, the industrial sector in MESSAGEix used for 

the NGFS scenarios has more detailed representations of sub-sectors, which distinguish direct demands for 

industrial materials. We have representations for steel, cement, aluminium, petro-chemical (high-value 

chemicals, methanol, ammonia) industries. For the remaining industrial sub-sectors, MESSAGEix receives two 

energy demand categories: thermal and specific, linked to MACRO, similarly to the residential and commercial 

sectors. Figure 58 and Figure 59 provide schematic representations of the industrial sector in MESSAGEix. 

 



     98 

 

Figure 58 . Generic representation of an industry sector modelled in MESSAGEix 
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Figure 59 . Schematic diagram of the residual industrial sector representation in MESSAGEix 

 

Technological change (MESSAGEix) 

Technological change in MESSAGEix is generally treated exogenously.58 The current cost and performance 

parameters, including conversion efficiencies and emission coefficients, are generally derived from the relevant 

engineering literature.  

                                                      

58 However, some work endogenization of technological change has been introduced, e.g., the dependence of technology 

costs on market structure have been done with MESSAGEix (Leibowicz, 2015). 
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Technological costs vary regionally in all SSPs, reflecting marked differences in engineering and construction 

costs across countries observed in the real world. The regional differentiation of technology costs for the initial 

modelling periods are based on IEA data (IEA, 2014) with convergence of costs assumed over time driven by 

economic development (GDP per capita).59 Estimates for present-day and fully learned-out technology costs 

are from the Global Energy Assessment (Riahi et al., 2012) and World Energy Outlook (IEA, 2014). 

For technological diffusion, MESSAGEix tracks investments by vintage. In case of shocks (e.g., introduction of 

stringent climate policy), it is however possible to prematurely retire existing capital stock such as power plants 

or other energy conversion technologies and switch to more suitable alternatives.60 Also, so called flexible or 

soft dynamic constraints have been introduced into MESSAGE (Keppo and Strubegger, 2010). These allow 

faster technology diffusion at additional costs and therefore generate additional model flexibility while still 

reducing the number of sudden policy reversals and penetration of technologies.61  

Fuel blending (MESSAGEix):  

Fuel blending is a common practice that allows the shared use of infrastructure by fuels with similar chemical 

attributes and thus their combined use at the secondary and final energy level, without requiring the consumer 

to adapt the power plant or end-use devices. Fuel blending in the global energy model is modelled for two 

distinct blending processes: 62 the blending of natural gas with other synthetic gases and. the blending of light 

oil with coal derived synthetic liquids.63  

                                                      

59 Generally, costs start out lower in the developing world and are assumed to converge to those of present-day 

industrialized countries as the former becomes richer throughout the century (thus, the cost projections consider both 

labour and capital components). This catch-up in costs is assumed to be fastest in SSP1 and slowest in SSP3 (where 

differences remain, even in 2100); SSP2 is in between. 

60 An important factor in this context that influences technology adoption in MESSAGEix are technology diffusion 

constraints. Technology diffusion in MESSAGEix is determined by dynamic constraints that relate the construction of a 

technology added or the activity (level of production) of a technology in a period t to construction or the activity in the 

previous period t-1 (Messner and Strubegger, 1995). 

61 More details on technological diffusion can be found at 
https://docs.messageix.org/projects/global/en/latest/energy/tech.html  

62 It is important to be able to track the use of blended fuels in the energy model for two reasons. Not all blended fuels can 

be used equally within all natural gas applications. For example, hydrogen mixed into the natural gas network is restricted 

to use in non-CCS applications only. Secondly, it is essential to keep track of where which of the blended fuels is being used 

in order to correctly report emissions and also to potentially restrict the degree to which fuels can be blended for individual 

applications. For example, natural gas end-use appliances may only be able to cope with a certain share of hydrogen while 

still guaranteeing their safety and longevity. Similarly, for policy analysis, it could be required that a certain minimum share 

of a synthetic gas is used sector specifically. 

63 For more details refer to https://docs.messageix.org/projects/global/en/latest/energy/fuel_blending.html 

https://docs.messageix.org/projects/global/en/latest/energy/tech.html
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Add-on technologies (MESSAGEix):  

Add-on technologies have a distinct formulation in MESSAGEix.64 The formulation is used to represent two 

main types of technical extensions/options for technologies: a) additional modes of operation for a single or 

multiple technologies;65 b) depicting emission mitigation options.66 They are defined using the same parameters 

as any other technology. What makes a technology an add-on technology, is the fact that their activity is bound 

to the activity of one or more other technologies, the so-called parent technology. In particular, a single add-

on technology can be coupled to the activity of multiple parent technologies. Furthermore, multiple add-on 

technologies can be linked to the activity of a single parent technology. 

Energy demand (MESSAGEix):  

Baseline energy service demands are provided exogenously to MESSAGEix, for the NGFS scenarios based on 

SSP2 with a COVID update based on Kikstra et al., 2021. These baseline demands are adjusted endogenously 

based on energy price changes using the MESSAGEix-MACRO link. There are seven energy service demands 

that are provided to MESSAGEix, including: 

1. Residential/commercial thermal 

2. Residential/commercial specific 

3. Industrial thermal 

4. Industrial specific 

5. Industrial feedstock (non-energy) 

6. Transportation 

7. Non-commercial biomass. 

                                                      

64 For more details please refer to https://docs.messageix.org/projects/global/en/latest/energy/fuel_blending.html 

65 For example, among the electricity generation technologies, a separate technology, known as a pass-out turbine, is 

considered an add-on technology. A pass out turbine allows select electricity generation technologies (i.e., parent 

technologies) the option to reduce their electricity output in favour of generating electricity and heat. The pass out turbine, 

which is a steam turbine in which a certain amount of the pressurized steam is passed out of the turbine for the purpose of 

heat production, is restricted to a share of the activity of the selected electricity generation technologies. Technically, this 

means that the electricity output of the electricity generation technologies remains unaltered, yet each unit of heat 

generated by the pass out turbine, requires a certain electricity input. 

66 For example, the possibility to retrofit existing fossil fuel-based energy generation technologies with CCS units. The 

separate CCS-retrofit unit is depicted in the model, constrained by the activity of the respective parent technologies. CCS-

retrofits are available for: coal power plants including internal gasification combined cycle plants (IGCC), select gas power 

plants, biomass power plants, gas and coal fuel cells as well as for hydrogen and cement production. The share of the total 

emissions which can be reduced is limited to the technical feasibility and the combination of which mitigation technologies 

are employed. 
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These demands are generated by relating historical country-level GDP per capita to final energy. and using 

projections of GDP and population to extrapolate the seven-energy service demands into the future.67, 68  

Modelling policies (MESSAGEix):  

MESSAGEix distinguishes between twelve global regions.69 It can account for currently implemented and 

planned national policies - such as the nationally determined contributions (NDCs) as agreed upon in the Paris 

Agreement - at a lower geographical resolution70, to be able to adequately account for future changes in the 

scenario development processes.71 The targets formulated in national policies come in many different flavours. 

This applies to the sectors and gases covered by these policies, but it also applies to how the policies are defined 

and quantified. In MESSAGEix, four broad categories of policy types related to the different policies embedded 

in different scenarios are represented, each of which is translated into a set of constraints: (i) emission targets, 

(ii) energy shares, (iii) capacity or generation targets, (iv) macroeconomic targets such as energy-related taxes 

and subsidies.72 As the year 2025 is rapidly approaching, the MESSAGE results for orderly 2C and 1.5C scenarios 

have been fixed to the NDC trajectory for the year 2025. More stringent mitigation can only happen after 2025 

in these scenarios.  

Macroeconomic input variables (MACRO):  

The main variables of the model are capital stock, available labour force (derived from population projections), 

and energy inputs, which together determine the total output of an economy according to a nested constant 

ÅÌÁÓÔÉÃÉÔÙ ÏÆ ÓÕÂÓÔÉÔÕÔÉÏÎ ɉ#%3Ɋ ÐÒÏÄÕÃÔÉÏÎ ÆÕÎÃÔÉÏÎȢ 4ÈÅ ÍÏÄÅÌȭÓ ÍÏÓÔ ÉÍÐÏÒÔÁÎÔ ÄÒÉÖÉÎÇ ÉÎÐÕÔ ÖÁÒÉÁÂÌÅÓ ÁÒÅ ÔÈÅ 

projected growth rates of total labour, i.e., the combined effect of labour force and labour productivity growth, 

and the annual rates of reference energy intensity reduction, i.e., the so-called autonomous energy efficiency 

improvement (AEEI) coefficients. In the absence of price changes, energy demands grow at rates that are the 

                                                      

67 The sources for the historical and projected datasets are the following: Historical GDP (PPP) ɀ World Bank (World 

Development Indicators, 2012); Historical Population ɀ UN Population Division (World Population Projection, 2010); 

Historical Final Energy ɀ International Energy Agency Energy Balances (IEA, 2012); Projected GDP (PPP) ɀ Dellink et al. 

(2015), also see Shared Socio-Economic Pathways database (SSP scenarios); Projected Population ɀ KC and Lutz (2014), 

also see Shared Socio-Economic Pathways database (SSP scenarios). 

68 More details on the techniques and variables used to compute energy demands at regional levels and convergence rates 
in final energy intensities across countries and sectors can be found at 
https://docs.messageix.org/projects/global/en/latest/energy/demand.html 

69 Regions in MESSAGEix-GLOBIOM are, in alphabetical order: China, Eastern Europe, Former Soviet Union, Latin America, 
Middle East and North Africa, North America, Other Pacific Asia, Pacific OECD, Rest Centrally Planned Asia, South Asia, 
South Asia, Sub-Saharan Africa, Western Europe. 

70 National-level NDCs and the detailed policy targets specified are. MESSAGE aggregates those national targets to the 
regional level and use it impose bounds in the scenario. Policies which cannot be directly applied as a constraint within 
a scenario can be reflected by adjusting MACRO related parameters to reflect improvements on the demand side. 

71 National-level NDCs and the detailed policy targets specified are taken into account. MESSAGE aggregates those national 
targets to the regional level and uses them to impose bounds within the scenario. Policies which cannot be directly 
applied as a constraint within a scenario can further be reflected by adjusting MACRO related parameters to reflect 
improvements on the demand side. 

72 A more detailed description of (i)-(vi) can be found under 
https://docs.messageix.org/projects/global/en/latest/energy/policy.html 
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approximate result of potential GDP growth rates, reduced by the rates of overall energy intensity reduction. 

The baseline GDP trajectory is calibrated to an externally provided GDP projection used in all IAMs for the NGFS 

scenarios, existing of a combination of IMF short term projections and longer-term SSP2 projections (Dellink 

et al., 2017). 73 

Land-use input variables (GLOBIOM):  

Spatial resolution: In order to enable global bio-physical process modelling of agricultural and forest production, 

a comprehensive database has been built (Skalsky et al., 2008), which contains geo-spatial data on soil, 

climate/weather, topography, land cover/use, and crop management (e.g., fertilisation, irrigation). The data 

were compiled from various sources (FAO, ISRIC, USGS, NASA, CRU UEA, JRC, IFRPI, IFA, WISE, etc.) and 

significantly vary with respect to spatial, temporal, and attribute resolutions, thematic relevance, accuracy, and 

reliability. Data were harmonized into several common spatial resolution layers as well as country layers. At the 

global scale, five altitude classes, seven slope classes, and five soil classes have been included.74 

Crop production: GLOBIOM directly represents production from three major land cover types: cropland, 

managed forest, and areas suitable for short rotation tree plantations. Crop production accounts for more than 

30 of the globally most important crops. The average yield level for each crop in each country is taken from 

FAOSTAT.75  

Livestock: GLOBIOM distinguishes between (i) livestock population, (ii) livestock products, (iii) livestock feed, 

(iv) grazing forage availability and (vi) livestock dynamics.76  

Forestry: The forestry sector is represented in GLOBIOM with five categories of primary products (pulp logs, 

saw logs, biomass for energy, traditional fuel wood, and other industrial logs) which are consumed by industrial 

energy, cooking fuel demand, or processed and sold on the market as final products (wood pulp and sawn 

wood). These products are supplied from managed forests and short rotation plantations.77  

Land use change: Land cover types include cropland, grassland, short rotation plantations, managed forests, 

unmanaged forests, other natural land, other agricultural land, wetlands, and not relevant (bare areas, water 

bodies, snow and ice, and artificial surfaces). Economic activities are associated with the first four land cover 

types.78 

                                                      

73 Cfr. also for more details https://docs.messageix.org/projects/global/en/latest/macro.html 

74 For a more detailed description of how spatial resolution is modeled in GLOBIOM please refer to 
https://docs.messageix.org/projects/global/en/latest/land_use/spatial.html  

75 For more details on yield coefficients and crop management systems please refer to 
https://docs.messageix.org/projects/global/en/latest/land_use/crop.html 

76 A more detailed description of (i)-(vi) can be found under 
https://docs.messageix.org/projects/global/en/latest/land_use/livestock.html 

77 For further details on the estimation of harvesting costs and mean annual increments plese refer to 
https://docs.messageix.org/projects/global/en/latest/land_use/forest.html 

78 Cfr. also https://docs.messageix.org/projects/global/en/latest/land_use/land.html 

https://docs.messageix.org/projects/global/en/latest/land_use/spatial.html
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Food demand: Food demand is endogenous in GLOBIOM and depends on population, gross domestic product 

(GDP) and own product price. Population and GDP are exogenous variables while prices are endogenous. The 

latter are computed via a simple demand system that uses as inputs population GDP per capita and income 

elasticities. It is further assumed that food demand in developed countries is more inelastic than in developing 

ones. In the latter the value of this elasticity is assumed to decrease with the level of GDP per capita to the price 

elasticity of the USA in 2000.79 

Land-use emulator: The land-use emulator integrates a set of land-use scenarios into the MESSAGEix energy 

system model (RES). Each land-use scenario represents a distinct land-use development pathway for a given 

biomass potential and carbon price. The biomass potentials for use in the energy sector are determined by the 

biomass price.80 In addition, for each level of biomass potential, different carbon prices reflect the cost of 

mitigation for land-use related greenhouse gas (GHG) emissions. The combination of land-use pathways can 

therefore be depicted as a trade-off surface, illustrated for SSP2 (Fricko et al., 2017) in the figure below (Figure 

60). The figure depicts global biomass potentials and respective GHG emissions at different carbon prices 

cumulated from 2010 to 2100. 

 

Figure 60. Land-Use Pathway Trade-Off Surface for SSP2 

                                                      

79 More details on data sources and the formulas used for computing price elasticities can be found under 
https://docs.messageix.org/projects/global/en/latest/land_use/food.html  

80 At lower biomass prices, biomass mainly stems from forest residues, for example from sawmills or logging residues. With 

increasing prices, land-use will be shifted to make room for fast-rotation tree plantations, purposely grown for use in energy 

ÐÒÏÄÕÃÔÉÏÎ ×ÈÉÃÈ ÍÁÙ ÃÁÕÓÅ ÉÎÄÉÒÅÃÔÌÙ ÔÈÒÏÕÇÈ ÉÎÃÒÅÁÓÅÄ ÃÏÍÐÅÔÉÔÉÏÎ ×ÉÔÈ ÁÇÒÉÃÕÌÔÕÒÁÌ ÌÁÎÄ ÄÅÆÏÒÅÓÔÁÔÉÏÎ ÏÆ ÔÏÄÁÙȭÓ ÆÏÒÅÓÔȢ 

At very high prices, roundwood will be harvested for energy production (for further details see Forestry) competing with 

material uses. 
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From this trade-off surface it possible to deduct that when climate policy scenarios are run in MESSAGEix, the 

land-use pathways will be chosen such that the optimal balance between the land-use related emission and 

biomass use in the energy system is obtained. 

Emissions input variables (MAGICC):  

MAGICC receives its main inputs, GHG and aerosol emissions, from the MESSAGEix energy system RES (i.e., 

CO2 emissions, non-CO2 GHGs, air pollution) and from GLOBIOM (crop sector emissions, livestock emissions, 

land use change emissions). 

 

4. Key model outputs 

Description of key output variables/sectors 

Output variables are available for the World aggregate and for 12 regions (China, Eastern Europe, Former Soviet 

Union, Latin America and the Caribbean, Middle East and North Africa, North America, Other Pacific Asia, 

Pacific OECD, Rest Centrally Planned Asia, South Asia, Sub-Saharan Africa, Western Europe). Within these 

regions data are further downscaled at country-level. Data are provided in 5-year steps until 2060 and 10-year 

steps thereafter until 2110. The output variables available for MESSAGEix-',/")/- ÁÒÅ ÄÅÎÏÔÅÄ ÂÙ Ȱ-ȱ ÉÎ ÔÈÅ 

last column of the tables presented in Appendix. 

5. What is new in the NGFS Phase IV scenarios? 

What is new in the 2023 edition? 

In the internal representation of the model, the chemical industry sectors are expanded to include ammonia 
and methanol production processes. These variables are currently not specifically reported in the NGFS 
scenarios.  

A new interpolation scheme for aggregating country-level net-zero trajectories has been used. We now use a 
linear reduction of emissions over time rather than an endogenous model-determined timing based on a 
cumulative budget in each region.  

Policy details and assumptions for the Current Policies and NDC scenarios are updated to include relevant 
information up to the cut-off date of Fall 2022. 

We apply an improved method for regionally different carbon price reporting based on regionally defined 
emission trajectories. Before, the price derived from the global targets was dominant on the regional level, but 
now MESSAGEix produces regional prices consistent with mitigation at the regional level.  

 

Scenario implementation: differences from other NGFS models 

Net-zero targets 

¶ Translation of national net-zero targets (CO2 and GHG) to regional (R12) level  

o Countries without net-zero pledges can keep their emissions amount at the base year in the 

region. 
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o Countries with net-zero pledges collectively set the regional emission bounds, which are 

constructed by linearly interpolating aggregated country-level target mitigations in different 

target years. 

Model period interpretation 

¶ MESSAGEix model year represents the period between the given and the previous model year, e.g., 

2050 is for 2046-2050 (with 5-year interval). 

¶ This also affects the interpretation of net-zero target years in MESSAGE scenarios (i.e., the reported 

2050 value is often not yet fully zero, because it also includes the years 2046-2049 which had actual 

emissions).  

GDP (MER) 

¶ Apply own MER-PPP conversions to the base GDP (PPP) and apply the cumulative growth rates to our 

base year GDP 

Baseline demand 

¶ Multiply the derived GDP trajectory to the end-use energy intensities extracted from an own COVID-

adjusted scenario (Kikstra et al., 2021) 
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Module 4: IAM ɀ GCAM 

1. Non-technical summary 

The Global Change Analysis Model (GCAM) is a global market equilibrium model, that combines economic, 

energy, land use, and climate systems to analyse the interactions between human activities and global 

environmental changes. It is designed to assess the impacts of various policy scenarios and technology options 

on energy use, land use change, greenhouse gas emissions and climate change. GCAM is an Integrated 

Assessment Model (IAM) applied to the NGFS phase IV scenarios. 

Key model inputs ÉÎÔÏ '#!-ȭÓ ÍÏÄÕÌÅÓȡ 

¶ Macroeconomy: population; labour productivity growth rate; labour force participation rate; base year 

GDP. 

¶ Earth system: atmospheric CO2 concentrations; radiative forcing of emissions; global mean temperature 

change; air-land carbon fluxes; air-sea carbon fluxes. 

¶ Land use: historical land use and land cover; vegetation carbon density; soil carbon density. 

¶ Water: crop, electricity, livestock, primary energy, and industry water coefficients; crop and electricity 

production; crop, electricity, livestock, and primary energy production; industry output. 

¶ Emissions: emissions and activity data by sector; energy production and consumption; agricultural 

production; land use and land use change. 

¶ Marketplace: supply of and demand for all energy commodities; supply of and demand for all agriculture 

and land-based commodities; supply of and demand for all water types. 

Key model outputs of GCAM for each NGFS phase IV scenario and horizon year: 

¶ Emissions: emissions (CO2 and non-CO2); resource production emissions (CO2 and non-CO2); land use 

change emissions; CO2 sequestration. 

¶ Land use: land use and land cover; land use change emissions; change in above and below ground carbon. 

¶ Prices: energy; agriculture and forestry; water; fish. 

¶ Quantity: energy production and consumption; agriculture production and consumption; water 

withdrawals; consumption and supply. 

Key updates: The 2023 edition of GCAM (version 6.0) used for the NGFS phase IV scenarios, includes a number 

of updates: a new residential floorspace expansion model; bio-energy updates; reset of default hotelling rate 

for climate stabilization scenarios to 3%; splitting out six detailed industrial sectors from the aggregate industry 

sector; updated hydrogen production, distribution, and end-use technologies; a new protected lands definition; 

expanded crop commodities; HFC MAC curve fixes; new pollutant emissions controls. 

  

https://jgcri.github.io/gcam-doc/cmp/359-Hydrogen_and_transportation.pdf
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2. Overview of model scope and methods 

GCAM has been under development for over 40 years. Work began in 1980 with the work first documented 

in 1982 in working papers (Edmonds and Reilly, 1982a,b,c) and the first peer-reviewed publications in 

1983(Edmonds and Reilly, 1983a,b,c) 

Throughout its lifetime, GCAM has evolved in response to the need to address an expanding set of science 

and assessment questions. The original question that the model was developed to address was the magnitude 

of mid-21st-century global emissions of fossil fuel CO2. Over time GCAM has expanded its scope to include a 

wider set of energy producing, transforming, and using technologies, emissions of non-CO2 greenhouse gases, 

agriculture and land use, water supplies and demands, and physical Earth systems. GCAM has been used to 

produce scenarios for national and international assessments ranging from the very first IPCC scenarios 

through the present Shared Socioeconomic Pathways(Calvin et al, 2017). GCAM is increasingly being used in 

multi-model, multi-scale analysis, in which it is either soft- or hard-coupled to other models with different 

focuses and often greater resolution in key sectors. For example, a range of downscaling tools have been 

developed for use with GCAM to be able to obtain land and water outputs at a grid resolution. Similarly, it has 

been coupled to a state-of-the-art Earth system model(Collins et al, 2015) 

GCAM includes two major computational components: a data system to develop inputs and the GCAM 

core. GCAM takes in a set of assumptions and then processes those assumptions to create a full scenario of 

prices, energy and other transformations, and commodity and other flows across regions and into the future. 

The interactions between these different systems all take place within the GCAM core; that is, they are not 

modelled as independent modules, but as one integrated whole. 

While the agents in the GCAM model are assumed to act to maximize their own self-interest, the model as 

a whole is not performing an optimization calculation. In fact, actors in GCAM can make decisions that 

ȰÓÅÅÍÅÄ ÌÉËÅ Á ÇÏÏÄ ÉÄÅÁ ÁÔ ÔÈÅ ÔÉÍÅȱȟ ÂÕÔ ×ÈÉÃÈ ÁÒÅ ÎÏÔ ÏÐÔÉÍÁÌ ÆÒÏÍ Á ÌÁÒÇÅÒ ÓÏÃÉÁÌ ÐÅÒÓÐÅÃÔÉÖÅ ÁÎÄ ×ÈÉÃÈ ÔÈÅ 

decision maker would not have made had the decision maker known what lay ahead in the future. For example, 

ÔÈÅ ÍÏÄÅÌȭÓ ÁÃÔÏÒÓ ÄÏ ÎÏÔ ËÎÏ× ÁÂÏÕÔ ÆÕÔÕÒÅ ÃÌÉÍÁÔÅ ÒÅÇÕÌÁÔÉÏÎÓ ÁÎÄ ÃÏÕÌÄ ÉÎÓÔÁÌÌ ÆÏÓÓÉÌ ÆÕÅÌ ÐÏ×ÅÒ ÉÎ ÔÈÅ ÙÅÁÒÓ 

preceding the implementation of such policies. 

Key scenario assumptions for the GCAM core: 

¶ Macroeconomy: population, labour participation, and labour productivity. 

¶ Energy technology characteristics: e.g., costs, performance, water requirements, GHG and other 

emissions coefficients. 

¶ Agricultural technology characteristics: e.g., crop yields, costs, carbon contents, water requirements, 

fertiliser requirements. 

¶ Energy and other resources: e.g., capital/extraction costs and availability of fossil fuel resources and 

reserves, wind, solar, uranium, groundwater. 

¶ Policies: e.g., wide range of potential regulatory and fiscal policies including emissions constraints, coal 

phaseout, renewable portfolio standards, EV targets, fuel efficiency standards, etc. 

Key scenario results from the GCAM core: 
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¶ Energy system: energy demands, flows, technology deployments, international trade, and prices 

throughout the energy system. 

¶ Agriculture and land use: prices, supplies, and consumption of all agricultural and forest products, land 

use and land use change. 

¶ Water: water demands and supplies for all agricultural, energy, and household uses. 

¶ Emissions: 24 greenhouse gases and short-lived species: CO2, CH4, N2O, halocarbons, carbonaceous 

aerosols, reactive gases, sulphur dioxide. 

GCAM is an integrated, multi-sector model that explores both human and Earth system dynamics. The role 

of models like GCAM is to bring multiple human and physical Earth systems together in one place to shed light 

on system interactions and provide scientific insights that would not otherwise be available from the pursuit of 

traditional disciplinary scientific research alone. As shown in Figure 61, GCAM is constructed to explore these 

interactions in a single computational platform with a sufficiently low computational requirement to allow for 

broad explorations of scenarios and uncertainties. Components of GCAM are designed to capture the behavior 

of human and physical systems, but they do not necessarily include the most detailed process-scale 

representations of its constituent components. On the other hand, model components in principle provide a 

faithful representation of the best current scientific understanding of underlying behavior. 

 
Figure 61. GCAM Model Integration 

GCAM allows users81 to explore what-if scenarios, quantifying the implications of possible future 

conditions. These outputs are conditional forecasts contingent on the validity of input assumptions; they are a 

way of analysing the potential impacts of different assumptions about future conditions Figure 62 illustrates 

ÈÏ× '#!- ÒÅÁÄÓ ÉÎ ÅØÔÅÒÎÁÌ ȰÓÃÅÎÁÒÉÏ ÁÓÓÕÍÐÔÉÏÎÓȱ ÁÂÏÕÔ ËÅÙ ÄÒÉÖÅÒÓ ɉÅȢÇȢȟ ÐÏÐÕÌÁÔÉÏÎȟ ÅÃÏÎÏÍÉÃ ÁÃÔÉÖÉÔÙȟ 

                                                      

81 In this context GCAM users are equivalent to GCAM-based NGFS climate policy scenario implementations whose 

outputs are provided by the NGFS Scenario Explorer. 



     110 

technology, and policies) and then assesses the implications of these assumptions on key scientific or decision-

relevant outcomes (e.g., commodity prices, energy use, land use, water use, emissions, and concentrations). 

 

Figure 62. Use of scenario assumptions to produce fuller, modelled scenarios 

The GCAM core is the component of the model in which economic decisions are made (e.g., land use and 

technology choices), and in which dynamics and interactions are modelled within and among different 

human and Earth systems. Supplied with input information from the GCAM data system, the GCAM core 

is the heart of the dynamic character of GCAM. GCAM takes in a set of assumptions and then processes those 

assumptions to create a full scenario of prices, energy and other transformations, and commodity and other 

flows across regions and into the future. GCAM represents five different interacting and interconnected 

systems. The interactions between these different systems all take place within the GCAM core; that is, they 

are not modelled as independent modules, but as one integrated whole. The five systems in the GCAM core are 

as follows (see also Figure 63 for a schematic visualization): 

¶ Macroeconomy: This module takes population and labor productivity assumptions as inputs and produces 

regional gross domestic product and regional populations as inputs for the other modules. The 

macroeconomy sets the scale of economic activity in GCAM. 

¶ Energy systems: The energy system is a detailed representation of the sources of energy supply, modes 

of energy transformation, and energy service demands such as passenger and freight transport, industrial 

energy use across subsectors, and residential and commercial energy service demands. The module 

reports demand for, and supply of, energy forms, as well as emissions of greenhouse gases, aerosols, and 

other short-lived species. Energy systems demand bioenergy from agriculture and land systems and water 

from water systems. 

¶ Agriculture and land systems: The agriculture and land systems provide information about land use, land 

cover, carbon stocks and net emissions, the production of bioenergy, food, fibre, and forest products. 

Demands are driven by the size of the population, their income levels, and commodity prices. The module 

reports demand for and supply of agricultural and other commodities, land and emissions of greenhouse 

gases, aerosols, and other short-lived species. The demand for bioenergy is a derived demand by the 

energy sector. Agriculture and land systems demand water from water systems. 

¶ Water systems: The water module provides information about water withdrawals and water consumption 

for energy, agriculture, and municipal uses. 

https://jgcri.github.io/gcam-doc/macro-econ.html
https://jgcri.github.io/gcam-doc/energy.html
https://jgcri.github.io/gcam-doc/aglu.html
https://jgcri.github.io/gcam-doc/water.html
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¶ Physical Earth system: The physical Earth system in GCAM is modelled using Hector, a physical Earth 

system emulator that provides information about the composition of the atmosphere based on emissions 

provided by the other modules, ocean acidity, and climate. 

 

Figure 63. Conceptional schematic of GCAM core operation 

The exact structure of the model explored in the GCAM core ɀ for example, the number of regions and 

technologies ɀ is data driven. In all cases, the GCAM core represents the entire world, but it is constructed with 

different levels of resolution for each of these different systems. In release version 6.0 of GCAM (which is used 

for the NGFS phase IV scenarios), the energy-economy system operates at 32 regions globally, land is divided 

into 384 subregions, and water is tracked for 235 basins worldwide. The Earth system module operates at a 

global scale. 

The core operating principle for GCAM is that of market equilibrium. Representative agents in GCAM use 

information on prices, as well as other information that might be relevant, and make decisions about the 

allocation of resources. These representative agents exist throughout the model, representing, for example, 

regional electricity sectors, regional refining sectors, regional energy demand sectors, and land users who must 

allocate land among competing crops within any given land region. Markets are how these representative 

agents interact with one another. Agents indicate their intended supply and/or demand for goods and services 

in the markets. GCAM solves for a set of market prices balanced supply and demand in all these markets across 

the model. The GCAM solution process is the process of iterating on market prices until this equilibrium is 

reached. Markets exist for physical flows such as electricity or agricultural commodities, but they also can exist 

for other types of goods and services, for example tradable carbon permits. 

 

 

https://jgcri.github.io/gcam-doc/hector.html
https://jgcri.github.io/gcam-doc/solver.html
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GCAM is a dynamic recursive model, meaning that decision-makers do not know the future when planning 

today.  After it solves each period, the model then uses the resulting state of the world, including the 

consequences of decisions made in that period ɀ such as resource depletion, capital stock retirements and 

installations, and changes to the landscape ɀ and then moves to the next time step and performs the same 

exercise. For long-lived investments, decision-makers may account for future profit streams, but those 

estimates would be based on current prices. 

3. Key model inputs 

The macroeconomy component of GCAM 6.0 sets the scale of economic activity and associated demands 

for model simulations. Assumptions about population and per capita GDP growth for each of the 32 

geopolitical regions together determine the gross domestic product (GDP). GDP and population both can drive 

the demands for a range of different demands within GCAM. Population and economic activity are used in 

GCAM through a one-way transfer of information to other GCAM components (see belowKey model 

outputson Key model outputs for explanation on the reported GDP for scenarios, which is different to the one 

described here used for the demand determination). For example, neither the price nor quantity of energy nor 

the quantity of energy services provided to the economy affect the calculation of the principal model output of 

the GCAM macroeconomic system, GDP (due to unidirectionality between the macro and energy modules). 

Changes in future per capita GDP and population will affect the final demand for energy, food, and forestry. For 

example, increases in population will increase regional consumption proportionally, while changes in per capita 

GDP affect consumption through income elasticities. Thus, different assumptions of future GDP and population 

growth across different socioeconomic scenarios may play key roles in determining an alternative future. In 

addition, regional heterogeneity in future GDP and population growth, leading to heterogeneous regional 

demand growth, is also a critical driver to future changes in regional supply, biophysical responses, and trade 

patterns. Table 6 shows the inputs for the economic module. 

Table 6. Inputs required by the economic module 

Name Resolution 

Population Region and year 

         

%ØÐÌÁÉÎÅÒ ÂÏØ Ϊ 

7ÈÁÔ ÉÓ ÁÎ ÅØÁÍÐÌÅ ÆÏÒ 
ÔÈÅ ÍÁÒËÅÔ ÅÑÕÉÌÉÂÒÉÕÍ 
ÍÅÃÈÁÎÉÓÍ ÉÎ '#!-ȩ 

ü In any single model period, GCAM derives a demand for natural gas 

starting with all the uses to which natural gas might be put, such as 

passenger and freight transport, power generation, hydrogen production, 

heating, cooling, and cooking, fertilizer production, and other industrial 

energy uses. 

ü Those demands depend on the external assumptions about, for example, 

electricity generating technology efficiencies, but also on the price of all the 

commodities in the model. GCAM then calculates the amount of natural gas 

that suppliers would like to supply given their available technology for 

extracting resources and the market price. The model gathers this same 

information for all the commodities and then adjusts prices so that in every 

market during that period supplies of everything from rice to solar power 

match demands. 
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Name Resolution 

Labour productivity growth rate Region and year 

Labour force participation rate Region and year 

Base year GDP Region 

The Earth system model (i.e., carbon-cycle climate module) Hector is the default climate model within GCAM 

(Hartin et al. ,2015). Users still have the option of running MAGICC in GCAM version 5.1, but this option is no 

longer supported beginning with version 6.0 of GCAM.82 Hector (v2.5.0) runs essentially instantaneously while 

still representing the most critical global-scale earth system processes. This model has a three-part main carbon 

cycle: a one-pool atmosphere, three-pool land, and four-ÐÏÏÌ ÏÃÅÁÎȢ 4ÈÅ ÍÏÄÅÌȭÓ ÔÅÒÒÅÓÔÒÉÁÌ ÃÁÒÂÏÎ ÃÙÃÌÅ 

includes primary production and respiration fluxes, accommodating arbitrary geographic divisions into, e.g., 

ecological biomes or political units. Hector actively solves the inorganic carbon system in the surface ocean, 

directly calculating air-sea fluxes of carbon and ocean acidity. Hector reproduces the global historical trends of 

atmospheric CO2, radiative forcing, and surface temperatures. The model simulates all four Representative 

Concentration Pathways (RCPs) with equivalent rates of change of key variables over time, consistent with 

compared to historical observations, MAGICC, and models from the Coupled Model Intercomparison Project 

(CMIP5). Currently the GCAM sectors interact with Hector via emissions. At every time step, emissions from 

GCAM are passed to Hector. Hector converts these emissions to concentrations when necessary, and calculates 

the associated radiative forcing, as well as the response of the climate system and earth system (e.g., 

temperature, carbon-fluxes, etc.). 

Economic land use decisions in GCAM are based on a probabilistic, logit model of land-allocation based on 

relative expected profitability of using land for competing purposes. In GCAM, there is a distribution of profit 

behind each competing land use within each of the 384 land-use regions. The share of land allocated to any 

given use is based on the probability that that use has the highest profit among the competing uses. 

The way land types are nested in GCAM, in combination with the logit exponents83 used, determines the 

substitutability of different land types in the model in future periods. Figure 64 shows a nesting diagram of land 

with a subregion. 

                                                      

82 This contrasts with MESSAGE-GLOBIOM and REMIND-MAgPIE which use MAGICC as the climate model (see dedicated 

box in module 1). 

83 GCAM requires the user to specify the logit exponents that determine the substitutability between different leaves and 

nodes in the land model. 
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Figure 64. Agriculture and land use (AgLU) land nesting structure 

The following Table 7 shows the inputs relevant for the land-use module. 

Table 7. Inputs required by the land allocation module84 

Name Resolution 

Historical land use and land cover By GLOBE Land Unit (GLU), land type, and year 

Vegetation carbon density By GLU and land type 

Soil carbon density By GLU and land type 

Mature age By GLU and land type 

Soil time scale By geopolitical region and land type 

Value of unmanaged land By GLU 

Profit rate of managed land By GLU 

Logit exponents By GLU and land node 

In the water module, three distinct sources of fresh water are modelled: renewable water, non-renewable 

groundwater, and desalinated water. Renewable water is water that is replenished naturally by surface runoff 

and subsurface infiltration and release (groundwater recharge). Non-renewable groundwater is water from 

aquifers whose recharge is sufficiently low as to be depletable on a human time scale and which have 

replenishment timescales greater than 100 years. Renewable water and non-renewable groundwater are 

                                                      

84 Note that this table differs from Table 29 in that it lists all external inputs to the land module, including information 

passed from other modules. This table shows the variables used in the GCAM simulation after processing. 












































































































































































































































