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Chapter 1: Approach to the fourth carbon 
budget review

Carbon budgets: the cost-effective path to the 2050 target, subject to 
costs and impacts being manageable
The Climate Change Act sets out the criteria that guide setting of carbon budgets (Box 1.1). 
Together these imply that carbon budgets should at a minimum reflect the cost-effective 
path to achieving the 2050 target (i.e. to reduce emissions by at least 80% relative to 1990) 
subject to wider costs and impacts being manageable. Additional emissions reductions may 
be appropriate as a UK contribution to EU and global emissions reductions required to tackle 
dangerous climate change.

In advising on the fourth carbon budget1 (covering the period 2023-2027) we recommended 
a Domestic Action budget, designed to reflect the cost-effective path to meeting the 2050 
target; we also suggested a more ambitious Global Offer budget to illustrate what might be 
appropriate in the context of a new global deal to reduce emissions (Figure 1.1). 

• The Domestic Action budget was designed to reflect cost-effective abatement measures 
in the context of the 2050 target. It requires an emissions reduction of 50% in 2025 on 1990 
levels (32% on 2012 levels). We recommended that this budget should be implemented as 
a minimum in the first instance, with an intention to deliver it through emissions reductions 
in the UK (i.e. without recourse to purchase of carbon credits or allowances in international 
trading markets). Our analysis showed that it can be met through a range of measures 
across the economy; notably power sector decarbonisation, efficiency improvements, 
electrification of transport and heat, and development of carbon capture and storage (CCS).

• We also suggested a more ambitious Global Offer budget. This was designed to reflect a 
possible UK contribution to global emissions reduction through the 2020s consistent with 
our climate objective: to limit expected warming to close to 2°C and keep the risk of a 4°C 
rise to very low levels. It was more ambitious than the Domestic Action budget, with an 
illustrative limit of 1,800 MtCO2e over the period 2023-2027 compared to 1,950 MtCO2e under 
the Domestic Action budget. We recommended that the Government should be prepared 
to commit to this more ambitious budget if and when a global deal covering action in the 
2020s is agreed. The additional effort can be met through further domestic effort, plus 
possible purchase of international credits.

The Government accepted our advice and legislated the Domestic Action budget in June 2011, 
stating its intention to meet this budget through domestic action2. This limits UK emissions of 
greenhouse gases to 1,950 MtCO2e over the period 2023-27.

1 CCC (2013) Fourth Carbon Budget Review – part 1: Assessment of climate risk and the international response http://www.theccc.org.uk/publication/fourth-carbon-budget-review-part-1
2 HM Government (2011) Implementing the Climate Change Act 2008: The Government’s proposal for setting the fourth carbon budget, Policy Statement.
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Box 1.1: Criteria for setting carbon budgets in the Climate Change Act

The Climate Change Act sets out the matters to be taken into account in setting carbon budgets in sections 8 and 10:

• 8 (2) The carbon budget must be set with a view to meeting –

– a) the target in section 1 (the target for 2050)

• 10 (2) The matters to be taken into account are – 

– a) scientific knowledge about climate change;

– b) technology relevant to climate change;

– c) economic circumstances, and in particular the likely impact of the decision on the economy and on the 
competitiveness of particular sectors of the economy;

– d) fiscal circumstances, and in particular the likely impact of the decision on taxation, public spending and 
public borrowing;

– e) social circumstances, and in particular the likely impact of the decision on fuel poverty;

– f) energy policy, and in particular the likely impact of the decision on energy supplies and the carbon and 
energy intensity of the economy;

– g) differences in circumstances between England, Wales, Scotland and Northern Ireland;

– h) circumstances at European and international level;

– i) the estimated amount of reportable emissions from international aviation and international shipping for the 
budgetary period or periods in question.

Source: Climate Change Act (2008).

Figure 1.1: Carbon budget levels and the illustrative Global Offer budget
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Reviewing the fourth carbon budget: is it still cost-effective, and are the 
costs and impacts manageable?
In accepting our advice and legislating the fourth carbon budget, the Government announced 
that it would review the level of the budget in 2014. 

The Climate Change Act states that a carbon budget can only be changed if “there have 
been significant changes affecting the circumstances on which the previous decision was made”3. 
In changing a budget, the Secretary of State must “obtain, and take into account, the advice of 
the Committee on Climate Change”4 before proposing it to Parliament for affirmative resolution. 

We published the first part of our advice in November5, concluding that with regard to climate 
science, European and international circumstances there has been no significant change that 
would support a change to the budget. The basis for this conclusion is summarised again in 
Chapter 2.

Given that the budget was set to be cost-effective with manageable costs and impacts,  
the other key question for the review is: has anything changed significantly since the budget 
was set such that it is no longer cost-effective, or that the costs and impacts of meeting it are 
now prohibitive?

Chapter 3 of this report focuses on whether the cost-effective path to the 2050 target has 
changed significantly given the latest energy and emissions projections, fossil fuel and carbon 
price projections, updated technology cost estimates, and new evidence on the feasible pace 
of implementing measures.

Chapter 4 considers the impacts of meeting the budget on energy affordability, security 
of supply, competitiveness, fiscal circumstances, wider health and environment issues, and 
considerations for Scotland, Wales and Northern Ireland.

In doing so, this report draws on recent reports we have published assessing affordability and 
competitiveness impacts of the fourth carbon budget6 and the implications of latest evidence 
for the approach to power sector decarbonisation7.

Given our assessment of all these factors – climate science, international and EU circumstances, 
cost-effectiveness and wider impacts – we consider whether the level of the fourth carbon 
budget should remain the same, or whether an increase or decrease in the budget is justified. 
Our conclusion is that there has been no significant change in circumstances, therefore 
the budget should not and cannot be changed at this time under the terms of the Climate 
Change Act.

3 Climate Change Act (2008) 21 (2).
4 Climate Change Act (2008) 22 (1).
5 CCC (2013) Fourth Carbon Budget Review – part 1: Assessment of climate risk and the international response http://www.theccc.org.uk/publication/fourth-carbon-budget-review-part-1
6 CCC (2012) Energy prices and bills – impacts of meeting carbon budgets http://www.theccc.org.uk/publication/energy-prices-and-bills-impacts-of-meeting-carbon-budgets; 

CCC (2013) Reducing the UK’s carbon footprint and managing competitiveness risks http://www.theccc.org.uk/publication/carbon-footprint-and-competitiveness
7 CCC (2013) Next steps on Electricity Market Reform – securing the benefits of low-carbon investment http://www.theccc.org.uk/publication/next-steps-on-electricity-market-reform-

23-may-2013/
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