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Abstract 
The renewed debate on the the social rate of discou nt provoked 
by the Stern Review of 2006 with contribution by i. a. Dasgupta, 
Nordhaus and Weitzman revealed deep differences of opinion con-
cerning all of the elements of the Ramsey equation:  
social discount rate = (pure time discount rate) + (unit elas-
ticity of the marginal utility of consumption)*(the  growth 
rate) or r = δ + η*g. 
On this basis it is discussed how the very long-ter m decisions 
related to climate policy can be made in a democrat ic way and 
with due consideration for the interests of future generations. 
Advantages and problems connected with various demo cratic 
mechanisms are considered: 
1. individual decisions in the market, 
2. collective decisions in the political system, 
3. decentralized self-management, 
4. decisions by professional experts, including eco nomic ex-
perts. 
It is concluded that very long-term decisions relat ed to 
climate policy apparently always end up in paradoxe s, and the 
computations based upon the methods of environmenta l economics 
does not seem to reduce confusion. 
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The uncertain state of the world 

 

The state of the world - climate change, the global  

distribution of income, conflicts concerning resour ces - forces 

us to look towards very far horizons of time. This transgresses 

habitual limits of our rationality and our morality . We are 

painfully aware, that our economic activity to day will 

influence life and welfare of our descendants 100, 200 etc. 

years from now, and we do not know how. It enforces  us to weigh 

1) our own against other humans' welfare and surviv al, 2) 

across the globe and across centuries, 3) under unc ertainty, 

including a positive, yet unknown probality of futu re man-made 

cataclysm. And we have no idea how to proceed. 

 The coping strategy of traditional economic ideolo gy is 

largely one of postulating non-existence of the pro blem. 1 

 
... our grandchildren will in all likelihood be muc h better off 

than we are. ... raising the spectre of our impover ished 
grandchildren if we fail to address global environm ental 
problems is demagoguery. 2 

 

Thus the 2006 Stern Review assumes 1.3 per cent ann ual GDP 

growth as the baseline for the next century. 3 Likewise, the 

Danish report on future social welfare assumes 2.0 per cent 

annual productivity growth and furthermore claims t hat this is 

"well substantiated". 4 It is nothing of the sort; it is an un-

founded extrapolation of recent, exceptional histor ical expe-

rience, namely average growth rates of GDP per capi ta in the 
                     

  1. There are dissenting voices and forerunners of  the presently 

growing subbranch of economics called ecological ec onomics. 

  2. in The Economist, 30 May 1992, p 71; for further examples cf. 

Aage (1984). 

   3. Stern, 2007:161. 

  4. Andersen & Pedersen, 2005:191,200. The confide nce in future 

growth rates of about 2.0 per cent is widespread am ong economists 

for obscure reasons, cf. Weitzman, 2007:707,720. 
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20th century. Global GDP per capita changed little intil 1000 

A.D. During the following 800 years it grew by 0.05  per cent 

annually on average and in the 19th century by abou t 1 per 

cent. Since 1900 global GDP per capita has increase d by a 

factor 5 (1.6 per cent annually), total GDP by a fa ctor 17 

(about 3 per cent p.a.), energy consumption by a fa ctor 12 

(half the original oil resource is used), water con sumption by 

a factor 9 (one third of total resources is being u sed), and 

gobal population by a factor 4, from 1.6 to 6.1 bil lion people. 5 

A repetition of the 20th century is physically impo ssible. 

Little is known about future GDP growth. Yet, somet hing is 

known for sure about exponential growth: that it ev entually 

grows very fast and that it eventually draws toward s a close; 

the only question remaining is when and how. 6 

 There is still some confidence, that market forces  will 

correct any environmental problems. It has even bee n argued, 

that "market prices give no reason to believe that natural 

resources are a limit to economic growth". 7 This is mistaken. 

 First, the market is a peculiar place to search fo r in-

formation on the magnitude of resources and likely technical 

advances in the future. The sensible thing to do wo uld be to 

directly address geologists and engineers. Second, the price 

will depend on market agents' preferences for prese nt, 

respectively future consumption, which does not nec essarily 

reflect market agents' assessment of future raw mat erials 

supply: A low price could just as well owe to the f act that the 

market is myopic, so that the scarcity price increm ent would be 

                     

   5. Maddison, 2003; McNeill, 2001. 

  6. Suppose, that Judas kept his 30 pieces of silv er and deposited 

them at a moderate 3 per cent rate of interest. If they weighed 

249.6 g in the year 30 A.D., the amount to day, 197 7 years later, 

would be 5.976*10 24 kg, which equals the total mass of Planet Earth. 

A fairly good approximation is that a capital on in terest at r per 

cent per annum doubles every 70/r years. 

   7. Mankiw, 1997:244. 



 - 4 - 

 

  
 

minute until a few decades before depletion. 8 Third, no market 

and hence no market price exist for many ecological  resources. 

Urgent problems are linked up with emissions to the  environment 

caused by resource consumption, and even if certain  types of 

pollution, notably the most concentrated ones, have  been 

successfully eliminated, other and more elusive pol lution prob-

lems have increased. However, there is no such thin g as a 

market for air with a low CO 2 content, or for seawater not 

contaminated with nutrients. These environmental ef fects are 

externalities in relation to the market. 

 We cannot trust the market mechanism to allow for genera-

tions yet unborn, even though a profiteering owner of an oil 

well will let the oil remain in the ground, if pros pective 

future price rises are sufficiently high. It is tru e that in 

theoretical terms market equilibria over long spans  of time are 

possible, and that in theory there is no difference  between 

those who will live in a hundred years from now and , say, those 

who live in Denmark today. Yet, in practical terms markets are 

only functioning in the short run, and there is ano ther, rather 

more fundamental problem. There is always a large n umber of 

possible market equilibria. They produce widely dif ferent 

distributions of the final consumption among market  agents, 

which is precisely the issue here. Which distributi on is 

realised, depends on how resource control is distri buted at the 

opening of the market, that is today, when the pres ent 

generation owns all natural resources. The problem confronting 

future generations is that they do not own anything . It is 

equally decisive for those living in Denmark, how m any 

resources they control, in the short term especiall y labour and 

capital. 

 If future generations are left at the mercy of the  market 

and an interest rate of, say 5 per cent, it will re quire 
                     

  8. Moreover, for oil, an appreciation based on ca lorific value only, 

would seem short-sighted, since oil is a combinatio n of chemical 

compounds with many other and more sophisticated ap plications than 

combustion. 



 - 5 - 

 

  
 

considerable price rises, before the market will sa ve anything 

for posterity. It is possible that the utility valu e to us of a 

barrel of oil is 132 times greater now than in a hu ndred years 

and 17,000 times greater than its utility value in 200 years, 

which would correspond to a 5 per cent discount rat e. Still our 

great-grandchildren are likely to see things differ ently. 

Whether a hundred years is a long time obviously de pends upon 

the point of view: from which of the two extreme po ints of the 

time span it is observed. 

 

 

The social discount rate 

 

It is in fact widely recognized that market forces are not 

sufficient in the case of environmental problems be cause of the 

long time horizons and furthermore because of the e xternality 

problem, namely that the market does not charge a p rice for 

damage done to the environment. Instead of trusting  the market 

the suggestion of most economists is, that the invi sible hand 

of the market should be assisted by the firm and vi sible hand 

of cost-benefit analysis, the principle of which is  to preserve 

the rationality of the market by computing and comp aring money 

values of all sorts of relevant effects - including  long-term 

effects and extenalities, which the market ignores - of various 

alternatives. This applies to money values of human  lives, 

global warming, diseases, children, the spotted owl , time saved 

by fast traffic, unspoiled wilderness etc. etc. 

 Cost-benefit analysis has proved useful for for co mparing 

projects which are small, short-term and well defin ed. If used 

for long-term, extensive problems the results becom e very 

sensitive to the choice of assumptions, many of whi ch are 

completely arbitrary, and results are invalidated b y fundamen-

tal theoretical weaknesses, which include interpers onal 

comparisons of utility, the rate of discount, assum ptions of 

substitutability, money values of human life, and u ncertainty. 

 

Interpersonal comparisons of utility is the very idea of cost-
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benefit analysis. Individual utilities are measured  as money 

values, and they are added in order to obtain a tot al, 

utilitarian social welfare. However, an extra $ of consumption 

is likely to be worth more for a poor than for a ri ch person. 

Thus, the Stern Review assumes a value of η=1 (unit elasticity 

of the marginal utility of consumption). 9 This arbitrary value 

means, that utility grows with the logaritm of cons umption and 

that an extra $ is worth ten times less if the orig inal level 

of income is ten times higher. 

 

The rate of discount: For short-term private decisions present 

values of future amounts of money are computed by d iscounting, 

reflecting the private choice of either consuming i ncome now or 

deposit it on a bank account at some rate of intere st for 

future consumption. But attempts at social cost-ben efit 

assessment over long time spans are ruined by the d iscount rate 

problem. A discount rate of 6 per cent implies that  $100 30 

years from now only count as $17 and 41 cents to da y; and $100 

100 years from now are reduced to 29 cents. And 6 p er cent is, 

"what most economists think are decent parameter va lues". 10 This 

means that if the rate of discount is positive, fut ure 

generations will have no weight; if it is zero, pre sent genera-

tions will have no weight. There are several sugges tions on how 

to formulate the optimisation problem over time wit h a 

reasonable allocation between generations, i.a. by including 

the condition that welfare must not decrease over t ime, or by 

applying a discount rate approaching zero over time . 11 But it is 

all arbitrary, and the whole exercise rests on shak y theoreti-

cal grounds and belongs more to ideology than to sc ience. The 

Stern Review does not discount the utility of futur e genera-

tions at all, but uses a low value of the pure time  discount 

rate at δ=0.1 per cent for one reason only, namely the 

                     

   9. Stern, 2007:46,161-163. 

  10. Weitzman, 2007:707. 

  11. Hansen, 2006; Pearce & Turner, 1990:211-238. 
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probability that the earth could perish, so that pr ospective 

generations will not exist. 12 Together with η=1 and an assumed 

growth rate of 1.3 per cent this implies a discount  rate for 

income of 

 

r = δ + 1.3 η = 1.4 per cent (the Frank Ramsey equation). 

 

This is much below the conventional 5-6 per cent an d fun-

damentally changes the calculation of costs and ben efits of 

climate change and CO 2-reductions. 

 

Assumptions of substitutability: When adding the money value of 

various goods the possibility of substitution is a basic as-

sumption. Therefore price calculations are well sui ted for 

marginal decisions that allow substitution, e.g. wh ether you 

want to have gherkins or beetroots with your roast pork. 

Substitution is also presupposed, when it is attemp ted to 

calculate true savings, i.e. savings adjusted for n atural 

resources spent and environmental deterioration, na mely 

possibilities of substitution between human capital , man-made 

physical capital and natural capital. Most economic  cal-

culations show that true savings are positive and h ence 

fulfills a weak sustainability criterion, but it de pends upon 

the assumption of substitutability, e.g. that less North Sea 

oil can be compensated by more lessons in French la nguage. 13 

                     

  12. Stern, 2007:45-47,161-163. 

 13. Interestingly, the fronts regarding green amen dments to national 

accounts have been reversed: Economists used to be criticized by 

environmentalists for not including environmental e ffects; now, when 

attempts are made to do so and true savings appear to be positive, 

economists are still being criticized, though the c riticism has 

switched sign. Previously, economists used to say, "How can I put a 

price on the lark's song?" Now the environmentalist  organizations 

are saying with contempt, "Two pounds of larks, or two French 

lessons?". 
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Money values of human life are arbitrary and differ widely. 

Thus the standard is about 3 million US dollars in the USA, 1 

million dollars in Denmark, and 150.000 dollars in the Nether-

lands. 14 Just imagine that physical constants, like gravita tion 

or the velocity of light, differed by a factor 20 f rom one 

country to another. 

 

Uncertainty: Of course, the best forecast for our future would 

hardly be the best decision basis. The task is not to find the 

best forecast for our future and then act as though  that fore-

cast were certain. If there is some probability of less 

positive scenarios with serious consequences, it ca n be 

rational to try warding them off, thus acting preca utionary 

upon a less probable forecast. After all few people  would 

consider their fire insurance premium to be wasted just because 

their houses did not burn down during the insurance  period. The 

risk of fire can be described in terms of probabili ties that 

can be subject to actuarian computations, but a mor e 

fundamental uncertainty is a marking feature of env ironmental 

problems because the risk of discontinuous, irrever sible and 

cumulative changes, which renders marginal cost-ben efit 

optimisation absurd. 15 No company sells insurances against ef-

fects of climate change. The marking feature of ser ious 

environmental problems is their incalculability. Hu man activity 

often has proved to have ever more extensive impact s that we 

had never suspected; many environmental effects com e as total 

surprises: impacts of DDT in the 1960s, eutrophicat ion in the 

1970s, the ozone gap and the green house effect in the 1980s, 

and the mad cow disease in the 1990s. 

 

We do not know how to handle these ethical problems . We are not 

                     

  14. Danish Ministry of Finance: Manual for cost-b enefit analysis 

 (Finansministeriet, 1999:63). 

  15. Arrow et al., 2004; Weitzman, 2007. 
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getting wiser from chosing some arbitrary numbers, like the η 

and δ of the Stern Review, as we can not attribute any g enuine 

meaning to them, neither as moral standard nor as o bjective 

knowledge. The debate on the proper magnitude of η and δ is as 

futile as alchemy. 16 Probably it is not so that "the approach 

has the virtue of clarity and simplicity", but rath er the 

virtue of exposing our fundamental ignorance and be wilderment. 

Indeed, "such excises should be viewed with some ci rcum-

spection". 17 

 

 

An insight from economics 

 

Natural resources and the environment is an area wh ere de-

mocracy can not rely on the market. Maybe it can no t rely on 

government either because of the danger of short-si ghted abuses 

at the expense of future generations. And cost-bene fit 

calculations are also of little help, because they invariably 

end up in paradoxes. Thus, it is time to take a fre sh look. 

 However, there is an important lesson for environm ental 

policy and for democracy to be learned from economi cs. At the 

core of environmental policy problems is the inborn e myopia of 

human nature and the inability of comparing future hardships 

against present gains. Long-term foresight is not t he forte of 

the free market. Nor is it the forte of politicians . Thus the 

need for long-term decisions presents a problem for  the two 

principal mechanisms of democracy: the market and t he political 

system. However, examples exist of successfully cop ing with the 

time problem. Thus in monetary policy the problem i s the bal-

ancing of presents gains (printing money instead of  collecting 

taxes) against future hardships (destruction of the  monetary 

system). A workable, democratic solution has in som e cases been 

                     

 16. The Economist, 16 December 2006, p 84; Nordhaus, 2007; 

Weitzman, 2007. 

  17. Stern, 2007:30,31. 
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sucesfully achieved, namely that democratically ele cted 

politicians devolve monetary authority to an indepe ndent 

central bank, which enjoys confidence and is circum scribed by 

strict laws. A more extreme form of independent mon etary 

authority is the system of "currency boards", which  are more 

independent of government than central banks, but s ubject to 

very strict rules; it was first introduced in a num ber of 

former British colonies, and now it is used in a nu mber of 

countries, including Estonia and Lithuania. A simil ar system 

could be necessary to manage resources and the envi ronment, and 

various forms of "fisheries boards" and "environmen t boards" 

have been proposed. Recently similar institutions h ave been 

proposed even for financial policy. 18 

 

 

Various mechanisms of democracy 

 

Economics is concerned with institutions for coordi nation of 

decisions for resource allocation. Given individual  

preferences, technological possibilities and initia l resources, 

the basic theoretical problem in economics is to an alyse how 

the problem of optimal allocation is solved or not solved, when 

decisions are governed by incentives inherent in va rious types 

of institutions, i.e. patterns of behaviour regulat ed by formal 

and informal rules. By far the most extensively inv estigated 

economic institution is the market, but there are m any others 

including enterprises, planned economies, corporati ons, labour 

unions, labour-managed firms, the family, the feuda l economy, 

slavery. 

 As in economic theory, the point of departure for 

democracy is individual preferences - and conflicts  between 

them. Generally speaking democracy means that the i ndividual is 

able to influence his own life as well as social li fe and that 

institutions exist through which conflicts of inter est can be 

confronted and mediated on terms of equality. This simple 
                     

  18. cf. The Economist, 27 November 1999, p 100; Aage, 1998. 
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definition requires a few remarks. Firstly, it does  not imply 

admiration for narrow selfishness, let alone repudi ation of 

morality or altruism, but it disregards a social in terest above 

the individual as found in traditional societies. S econdly, any 

suppression of individual freedom of action require s 

justification, which is, however, often obvious as most actions 

influence the freedom of action for fellow members of society. 

Thus minority rights are essential for democracy as  opposed to 

mob rule. Thirdly, there is a close affinity betwee n democracy 

and equality, the degree of which is a distinguishi ng feature 

of various democratic institutions. 

 One very potent mechanism of democracy is the mark et where 

preferences are expressed in terms of money. The de monstration 

of the optimality of individual market decisions un der certain 

conditions is a major achievement of economics. As in principle 

nothing but quantity and price is bargained this le aves much 

freedom for the individual. 

 Concerning equality of influence another democrati c 

institution takes the lead, namely voting in the po litical 

process. Whenever the very strict conditions for ma rket 

optimality are not met, the market will need the he lp of a 

visible, collective government hand.  

 Other mechanisms than rule by money and rule by pe ople 

could be considered as well. A third type is self-m anagement, 

which distributes power according to active partici pation, 

energy and talent. It is essential in libertarian s ocialism and 

anarchism, in former Jugoslav social theory and in various 

contemporary proposals for economic democracy. 

 Finally, it is remarkable that democratic institut ions 

sometimes renounce their power, not only concerning  purely 

technical matters, but also in relation to decision s that 

involve political preferences. Instead power is ent rusted to 

independent bodies which enjoy confidence and are s ubject to 

strict regulations. This professionalisation typica lly happens 

when short-sighted political decision makers are te mpted to 

abuse their power and neglect long run harmful effe cts or when 

decisions are so painful that compromise is exclude d. In the 
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economic sphere the paramount example is the indepe ndence of 

monetary authorities. 

 The characteristics of these four democratic insti tutions 

can be summarized as follows: 

 
market   individual influence according to economic 

capacity; 
 
government   collective influence mediated by 

politicians through the political process 
and voting; 

 
self-management  influence depending upon active participa-

tion; 
 
professionalisation legitimacy depends entirely upon confidence 

in the judgment and honesty of the body en-
trusted with decision making power. 

 

Other examples of the professionalisation type of d emocracy in-

clude independent courts of justice; the power of t he medical 

profession to decide the allocation of scarce resou rces; and 

the delegation of decision making in the Danish, Lu theran state 

church to entrusted persons (the clergy) subject to  strict 

rules (the Bible), as there i no direct democracy i n 

confessional matters in the Danish state Church. 

 Cost-benefit analysis could be considered a curiou s 

example of professionalisation as well. Decision ma king power 

is (fortunately) not delegated to economists, but p oliticians 

apparently did impose strict, a priori rules upon t hemselves, 

namely the rules of cost-benefit analysis, although  these are 

beset with inconsistencies. 

 Climate policy requires action, even global action , and 

various forms of global treaties and global governm ent are con-

sidered. 19 Others trust individual action based upon bottom-u p 

cultural changes, which is market-mechanism democra cy, probably 

with some elements of self-management organisation. 20 Even if 

                     

  19. Bernstein, 2006. 

  20. Diamond, 2005. 
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culture changes slowly, it might change very fast, when its 

fundamentals are shaken, but still, there are stron g argument 

in favour of collectively imposed rules and incenti ves, either 

by government or by independent, professional bodie s. 



 - 14 - 

 

  
 

How to use economics 

 

Environmental issues are taken increasingly serious ly by 

influential economists as witnessed by the manifest o of Arrow 

et al. (2004) and by the impressive Stern Review (2 006) and 

Weitzman (2007). Even in The Economist this trend is reflected. 

In 2001 Bjørn Lomborg's notorious book was praised loudly in 

The Economist, where the over-laudatory reviewer declared that 

" The skeptical environmentalist is a triumph" and "a modern 

classic of green demythology" and concluded "more p ower to 

him". 21 In 2006 Bjørn Lomborg was dismissed as a "hyperact ive 

Danish" ... "controversialist". 22 

 As a conclusion on the contribution of economics 

concerning the supply and optimal use of resources and 

environment, three different classes of issues can be delimi-

nated and considered separately, related to science , politics 

and economics, respectively. Compared to the first and the 

second group of issues, the third, economic group i s a very 

minor, litterally marginal one.  

 The first class of problems concerns sustainabilit y, envi-

ronmental effects of economic activity, the magnitu de and 

nature of reserves and the available technical opti ons, in-

cluding possible substitutions in consumption and p roduction. 

These are science problems, and naturally they must  be investi-

gated using methods of the natural sciences. Using economics in 

this sphere is mistaken and ideological, and exampl es are 

numerous: conclusions on scarcity from scrutinizing  price 

trends for some raw materials markets; extrapolatio n of 

historical trends; unfounded assumptions about subs titutability 

and automatic technological progress; presumptions that 

economic growth improves the carrying capacity and resilience 

of the environment. 

                     

 21. Lomborg, 2001; The Economist, 8 September 2001, p 97; 5 June 2004, p 

59. 

  22. The Economist, 9 September 2006, p S4; 16 December 2006, p 84. 



 - 15 - 

 

  
 

 That Planet Earth "is so incredibly much larger th an all 

our needs", 23 is true given a sufficiently short, very short, 

time horizon. Yet, with just a minimum of foresight , that 

conclusion ends up as suppression of the truth. The  very basis 

of contemporary environmental awareness is that Pla net Earth is 

limited in relation to our human capabilities and g lobal activ-

ities. This problem of judgement permeates traditio nal economic 

ideology. 

 The second class of problems are the painful polit ical and 

moral problems of how we want to allow for the welf are of 

future generations and to distribute the rights of exploiting 

resources and environment between rich and poor peo ple. Using 

economics and cost-benefit analysis as a solution t o these deep 

questions is equally mistaken and ideological. It b oils down to 

the δ and η of the Stern Review (2006), namely the many at-

tempts to solve the problem of the rate of discount  and the 

distribution between rich and poor in a simple and consistent 

way. Simple it is and dangerously so, as the inhere nt 

contradictions are only suppressed, but not solved,  simply be-

cause the real world including man is contradictory . 

 When comparing welfare across generations, across the 

globe, under uncertainty, the quest for consistency  and 

rationality is mistaken and leads to precisely the opposite: a 

distorted and irrational perception of reality. Gro wth rates 

and discount rates, on which computations rely, are  largely 

guess-work. Cost-benefit analyses covering long tim e spans is 

invaribaly end up in paradoxes. 24 Even for modern physics time 

remains a mystery. 

 The main justification of the quest for rationalit y is the 

assertion that priorities are made, at least by imp lication, 

and therefore they should better be explicit and ra tional. The 

                     

  23. Bjørn Lomborg in the Danish newspaper Politiken, 19 January 1998. 

 24. Cf. comments upon the Stern Report by William Nordhaus and 

Partha Dasgupta, The Economist, 16 December 2006, p 8; Weitzman, 

2007; Nordhaus, 2007. 
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motto is a substitution of simple principle for com plicated 

reality: we must chose, ergo we can chose. Sometimes it might 

be wiser to realize our ignorance and the impossibi lity of 

consistent choice, witness Aischylos, Shakespeare, Racine, Cor-

neille and Schiller. An example: would it not have been better, 

if the wealthy princes of Italian Rinascimento had spent 

resources on feeding and educating the poor rather than 

erecting the duomo in Firenze and financing the treasures of 

art? It is impossible not to say yes, but to say ye s is equally 

impossible; the poor are always with us, and an aff irmative 

answer would imply rejection of filosophy, literatu re, music, 

architecture, science, religion and all other manif estations of 

culture and civilization. 

 Now for the third class of problems. What are the 

contributions of economics? Squeezed between the fi rst two 

classes of problems there is little room left for e conomic 

analysis, the contribution of which is to examine t he effects 

of economic incentives under various institutional arrange-

ments, once the answers to the first two classes of  problems 

are known. Adequate supplies and optimal use of res ources is a 

technical, scientific and political issue, not prim arily an 

economic one. 

 Yet, economics can contribute substantially, altho ugh mar-

ginally, to environmental policy. First of all, the re is a need 

of book-keeping, for tracing the short-term macro-e conomic ef-

fects of environmental changes and policies. Second ly, 

economics gives useful insights into resource price  

developments if left to a competitive market. Third ly, economic 

analysis is useful concerning institutions, incenti ves and 

effects of various policy instruments, e.g. analysi s of 

administrative instruments, pollution taxes and tra dable per-

mits. A couplke of examples of theoretical conclusi ons: 

Firstly, pollution taxes and tradable permits have essentially 

identical effects, except probably the likelihood o f price 

fluctuations, and both will often be more cost-effi cient than 
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administrative orders. 25 Secondly, taxation of income from the 

ownership of natural resources, i.e. the resource r ent, is an 

attractive type of taxation, because it does not di stort 

economic activity. 26 

 Hopefully, the changing attitudes among influentia l econo-

mists herald a new, constructive role for economics  in environ-

mental policy. It is badly needed, as moral reorien tation is 
                     

 25. Thus, as part of the ongoing efforts to reduce  nitrogen 

leaching from agriculture to the inner Danish water s the cost-

efficiency of various measures (using late crops, b etter utilisation 

of animal manure, reducing the use of mineral ferti liser etc.) has 

been computed, and it was estimated that efficiency  gains from using 

a tax, where the tax base for individual farms is n itrogen input in 

fertiliser and fodder less nitrogen contents in far m output, would 

be 20% as compared to administrative instruments us ed so far. Hansen 

& Hasler, 2007:55-59; Jacobsen et al., 2004:97,128.  

  26. Pearce & Turner, 1990. 
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required, if we want to move ahead in less blind da rkness than 

we used to do in the past - this is the true lesson  of history 

- and if we want to approach the global environment  and the 

global distribution - the big challenges of our tim e - in a 

civilised manner without resorting to the familiar regulatory 

mechanisms, namely wars, famines, migrations, and p andemics. 

Probably the Gulf and Iraq wars are a matter of Kuw aiti and 

Iraqi democracy, but Middle East oil extraction cer tainly is 

not insignificant. 27 As for the foreseeable, future scarcity of 

oil, American military interest may be more eloquen t than the 

presently increasing prices of oil.  

                     

 27. ”In fact, the Iraq war was part of a Bush-Chen ey strategy to 

secure what Mr. Clare calls 'the strategy of maximu n extraction' of 

the Middle East's oil", as Jeffrey Sachs puts it, The Economist, 13 

November 2004, p 18. According to Alan Greenspan th e Iraq war is 

"largely about oil", The Economist, 22 September 2007, p 91. For the 

recent handing out of oil extraction rights in Iraq  cf. The 

Economist, 3 March 2007, p 40. 
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