[bookmark: _GoBack]Sample Discount Rate Follow-On Discussion Assignment Tied to Economics of Climate Change
Examine these excerpts from the report “The Economics of Global Climate Change” from Tufts University and answer the following questions.
(http://www.ase.tufts.edu/gdae/education_materials/modules/The_Economics_of_Global_Climate_Change.pdf)
If we do not change our current emissions of greenhouse gases, Table 3 gives the estimated annual damage to the US economy at different future years.
1. [image: ]What trends do you see in Table 3? What is interesting about Table 3? 







2. [image: ][image: ]What does Figure 9 show about present value of future costs or benefits 50, 100 or 150 years from now at different discount rates?







3. Why would Figure 9 be important when we are using the information from Table 3?

Table 4. Regional-scale impacts of climate change by 2080 
(millions of people) 
4. [image: ] What does Table 4 show about the impacts of climate change in 2080 if we do nothing to change current trends?




[image: ]
5. Who in the economy might like a preventive approach to climate change and who would prefer an adaptive approach?



6. What are some difficulties in using cost-benefit comparisons to determine the appropriate response to global climate change?
image4.png
Region Population living | Increase in
in watersheds average annual
with an increase | number of
in water- coastal flood
resources stress | victims
Europe 382-493 0.3
Asia 892-1197 14.7
North America 110-145 0.1
South America 430-469 0.4
Africa 691-909 12.8
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Two types of measures can be used to address climate change; mitigation or
preventive measures tend to lower or mitigate the greenhouse effect, and adaptive
measures deal with the consequences of the greenhouse effect and trying to minimize
their impact.

Preventive or mitigation measures include:

e Reducing emissions of greenhouse gases, either by reducing the level of
emissions-related economic activities or by shifting to more energy-efficient and
renewable energy technologies that would allow the same level of economic
activity at a lower level of CO, emissions.

o Enhancing carbon sinks.* Forests and soils store carbon and recycle CO, into
oxygen; preserving forested areas, expanding reforestation, and using carbon-
storing agricultural techniques have a significant effect on net CO, emissions.

Adaptive measures include:

e Construction of dikes and seawalls to protection against rising sea level and
extreme weather events such as floods and hurricanes.

« Shifting cultivation patterns in agriculture to adapt to changed weather conditions
in different areas, and relocating people away from low-lying coastal areas.

* Creating institutions that can mobilize the needed human, material, and financial
resources to respond to climate-related disasters.
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Table 3. Damages to the U.S. Economy from Climate Change

- in billions of 2006 dollars as a percentage of GDP
__---_---
Hurricane 10 142 422  0.05% 0.12% 0.24% 0.41%

Damages
Real 34 80 173 360 0.17% 0.23% 0.29% 0.35%
Estate

Losses
Energy 28 47 82 141 0.14% 0.14% 0.14% 0.14%
Sector

Costs
Water 200 336 565 950 1.00% 0.98% 0.95% 0.93%

Costs
Total 271 506 961 1873 1.36% 1.47% 1.62% 1.84%
Costs

Source: Ackerman and Stanton, 2008.
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Figure 9. Present Value of a Future $100 Cost or Benefit:
The Effects of Different Discount Rates




