
JOURNAL ARTICLE

The behavioural economics of climate change

 

Oxford Review of Economic Policy, Volume 24, Issue 2, Summer 2008, Pages 280–
297, https://doi.org/10.1093/oxrep/grn012
Published:  01 July 2008

Sign in Get help with access

Personal account Institutional access

Get access 

,

Abstract

© Oxford University Press 2008

JEL:  D63 - Equity, Justice, Inequality, and Other Normative Criteria and
Measurement, Q54 - Climate; Natural Disasters; Global Warming

Issue Section:  Articles

You do not currently have access to this article.

This paper attempts to bring some central insights from behavioural

economics into the economics of climate change. In particular, it

discusses (i) implications of prospect theory, the equity premium

puzzle, and time-inconsistent preferences in the choice of discount

rate used in climate-change cost assessments, and (ii) the implications

of various kinds of social preferences for the outcome of climate

negotiations. Several reasons are presented for why it appears advisable

to choose a substantially lower social discount rate than the average

return on investments. It also seems likely that taking social

preferences into account increases the possibilities of obtaining

international agreements, compared to the standard model. However,

there are also e�ects going in the opposite direction, and the

importance of sanctions is emphasized.
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