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Can We Use Human Judgments to Determine
the Discount Rate?
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It has been suggested that the long-term discount rate for environmental goods should de-
crease at longer delays. One justification for this suggestion is that human judgments support
it. This article presents an experiment showing that judgments concerning discount rates are
internally inconsistent. These results point to potential problems with the use of judgments

 

referenda for determining discount rates in cost-benefit analyses.
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rowed and repaid with interest. It is natural to also
discount benefits, otherwise under reasonable as-
sumptions, all beneficial projects would be postponed
while society waits for its stock of money to grow ever
larger.

 

(2)

 

 In particular, this argument assumes that
society can continue to trade off money and other
benefits at roughly the same rate, that is, that the ben-
efits are fungible.

How much should the future be discounted in
cost-benefit analysis? The use of current interest rates
seems to discount the future too much, and use of
zero discounting implies that huge amounts of money
ought to be spent to prevent global warming or the
loss of biodiversity.

It may help to see this problem as an example of
a more general sort of trade-off, one between society
(the decision makers), and others. Both kinds of
policies—those that affect people in other nations
and those that affect future people—involve such
trade-offs. If society were completely selfish, it would
ignore these effects and make decisions for its own
benefit only. To be perfect utilitarians, believing that
everyone counts the same, society would maximize
utility for everyone involved. To judge from actual
behavior, society is somewhere between perfectly
selfish and perfectly utilitarian. We give others less
weight then ourselves, but usually not zero weight.
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INTRODUCTION

 

Policy decisions made today affect people in the
future who do not participate in making the deci-
sions. Most policy decisions are made at the national
level, so they can also affect people in other nations
who also do not participate. In this way, national de-
cisions and decisions about the future are similar.
They involve externalities—effects on nonpartici-
pants. Examples of policies that influence future
people are those that affect future biodiversity, such
as forest management, trade (in wood), population
control and zoning. Examples of policies that affect
other countries include investments in research
(e.g., on tropical diseases or agriculture), trade, debt
relief, and foreign aid. The general issue addressed
in this article is how decisions of this sort should be
made.

Decisions that affect the future have been de-
bated in terms of cost-benefit analysis.

 

(1)

 

 When cost-
benefit analysis compares present costs with later
costs, the latter must be discounted. A million dollars
today will be worth quite a bit more in 25 years if it is
invested or it will cost more in 25 years if it is bor-
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When competition is involved, however, the weight
may be negative.

Even perfect utilitarians have some reason to
discount effects on people living in the future. First,
the future is uncertain in that the farther away in the
future events are, the ability to predict them accu-
rately decreases. A reasonable way to approximate
this loss in predictability is to assume that it results
from uncertain events, such as technological changes,
that could occur with equal probability at any time.
Under this assumption, the expected utility of a fu-
ture event declines exponentially as a function of
time.

Second, marginal utility of goods is declining,
and this affects the optimal distribution of material
goods. People in poor countries now derive greater
utility from a given amount of goods than people in
rich countries. People in the future are likely to be
richer than people today, so they are likely to derive
less benefit from a given additional amount of goods.

 

(3)

 

Beyond these considerations, though, people
who make policy—and that includes all of us in our
role as citizens—may weigh their own utilities more
heavily than the utilities of others. The discounting of
others’ utilities may fall off as a function of distance.
Family members may be weighed more than others,
as may those who belong to the same nation, race,
or ethnic group than those who do not. Likewise,
we may weigh our great-grandchildren’s generation
more heavily than the generation of their great-
grandchildren.

Pure utilitarians do not find such differential
weighing to be justified. But, given that it is inevitable
for decision makers, it is typically better for others if
weighing is consistent according to the effects on
those others. That is, society should look for the
greatest benefit to others in the same category, given
a fixed sacrifice of its own interest, or society should
look for the smallest sacrifice required for a given
benefit. Imagine two programs that will save lives of
people living 100 years from now, one at the cost of $1
million per life and the other at the cost of $2 million.
Society should put all its money into the first and none
into the second, up to whatever amount society is will-
ing to spend. Yet, if people are weighed inconsistently,
money will sometimes be put into less-effective pro-
grams, thus hurting present society, others, or both.

Somewhat in this spirit, some authors have sug-
gested that the discounting of long-term future ef-
fects should be based on values elicited from current
citizens, those who must make the sacrifice in ques-
tion for the benefit of others.

 

(4)

 

 Surveys of citizens’

values might be important to governments that want
to satisfy public opinion without insisting that citizens
get involved in all the nitty-gritty details of policy. At
least, if there was a consistent number to indicate
how much outcomes should be weighed as a function
of their temporal distance, the losses that result from
inconsistent allocation to projects that have their ef-
fects at the same time could be avoided.

 

Dynamic Inconsistency

 

One problem that arises is that every attempt to
measure discount rates by asking people questions, or
even by observing individual decisions, has found dy-
namic inconsistency. Specifically, the rate of discount-
ing declines as the effects are farther away in the fu-
ture from the time the decision is made. This means
that people would make different choices concerning
the same outcomes, depending upon when the deci-
sion is made.

From a utilitarian perspective, this makes no
sense so long as outcomes can be assigned to specific
times. The goodness, or utility, of an outcome must
depend on the extent to which it achieves people’s
goals as expressed in their fundamental objectives,
the criteria by which they evaluate a state of affairs.
Utility therefore cannot simply depend on when a de-
cision is made. Note that some utilities cannot be as-
signed to specific times in the way required; for exam-
ple, the utility of hearing a beautiful piece of music
cannot be assigned to a point in time. But this sort of
example is largely irrelevant to policy decisions with
effects over decades and centuries.

Consider a simple case. It is 2:59 

 

p.m. 

 

A child has
a choice of one piece of candy at 3:00 or two pieces at
4:00. Many children will take the first option. Sup-
pose that such a child is given the same choice at 2:00
instead of 2:59. That is, the choice is still between one
piece at 3:00 or two pieces at 4:00. It is easy to imagine
that the child will choose the second option. In this
case, the child has made a different choice solely as a
function of time (putting aside for the moment the
child’s emotions of frustration and anticipation). This
pattern of choices is 

 

dynamically inconsistent

 

, that is,
inconsistent over time, and is nonnormative, because
the time at which the decision is made does not affect
the extent to which the options achieve the child’s
goals. If the child’s main goal is to get as much candy
as possible, for example, then the second option
should be chosen in both cases. Dynamic inconsis-
tency violates the principle of “delay independence.”

To avoid dynamic inconsistency, discounting
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must be exponential. Researchers have repeatedly
found, in both animals and people,

 

(5–10)

 

 that discounting
is more like a hyperbola than an exponential function.
Discounting is inconsistent in other ways, as well.

 

(10–12)

 

The discount rate is higher when rewards are smaller,
and the discount rate for losses is lower than that for
gains. These results are found both with hypothetical
questions and with experiments in which decisions
lead to real rewards (money for people, food pellets
for hungry pigeons).

Hyperbolic discounting might reflect a tendency
to see events closer in time as more distinct from each
other than events farther in the future. This, however,
is a kind of perceptual distortion. If such distortion
operates when people consider policies that affect
the long-range future, then their evaluation of these
policies need not reflect their attitude toward the util-
ity or well-being of those affected. It certainly need
not reflect the utilities of those affected, but it has al-
ready been acknowledged that society must live with
a certain amount of partiality toward self, family, and
cohort, if not co-nationality and co-race.

On the other hand, hyperbolic discounting could
reflect a true opinion about how society wants to treat
others. The present generation could, for example,
care very much about those close to itself in time, and
less about others after that, but nearly the same for
others after that, no matter when they live. This
would lead to policies that future people, with differ-
ent utilities, would want to overturn. They would
make a larger distinction than the present generation
between those directly after them and those in the
more distant future. Of course, people in the future
will have all sorts of reasons for wanting to overturn
present-day decisions.

In sum, the question addressed here is whether
people’s judgments about how they want to weigh the
utilities of others can be taken at face value. If these
judgments are the results of distortions, then they could
be internally inconsistent, and therefore useless. The
problem is not so much that future generations will
want to undo the decisions made today; that is almost
inevitable. Rather, it may turn out that judgments
made today depend on how society is asked about
them, on what perspective society is asked to take.

 

AN EXPERIMENT

 

To demonstrate how judgments can be inconsis-
tent, and hence invalid as measures of utility for out-
comes, three experiments were conducted. Only the
last is reported, since the results of the first two were

the same and the last is more complete in the vari-
ables it examines. Subjects were asked about pro-
grams that saved lives or species, now or in the future.
Questions specifically asked were

• How many units (lives or species) saved 25
years in the future were equivalent to saving
100,000 now?

• How many units (lives or species) saved 50
years in the future were equivalent to saving
100,000 now?

• How many units at 50 years were equivalent
to saving 100,000 at 25 years?

• How many units at 50 years were equivalent
to saving 100,000 at 25 years, if the decision
were made in 25 years?

The last question is comparable to the first, since the
delay in both cases is 25 years from the time the deci-
sion is being made versus at that time.

The same questions were also asked multiplying
the years by two, so that time frames were 50 and 100
years instead of 25 and 50. This manipulation is desig-
nated “scale.”

The questions asked allow for two consistency
checks. First, responses to 0 versus 50 years, for exam-
ple, should be inferable from 0 versus 25 years and 25
versus 50. In particular, by examining the ratio of the
response to 100,000 units saved and calling that the
“compensating ratio,” then (assuming that utility is a
power function of the number of units) the compen-
sating ratio for 0 versus 50 years should be the prod-
uct of the other two. This is a test of delay indepen-
dence. Unlike previous studies, however, the items
were next to each other and subjects could try to
avoid the effect.

The second consistency check involves the ques-
tion about what the judgment would be if the decision
were made in 25 (or 50) years. Answers to this should
be the same as the compensating ratio for 25 versus
50 years. The hypothesis is that the ratio is smaller.

The manipulation of scale also tests another hy-
pothesis. When asking people about discounting the
future for social programs, two different kinds of ef-
fects have to be considered, those that occur within
the lifetime of individuals and those that affect differ-
ent people who exist at different times. It might be ex-
pected that it is possible to discount at different rates,
for example, caring differentially about people who
exist 50 and 100 years from now. Another example is
that the present generation might care more about
the immediate present than 25 years hence for people
who are alive at both times. This would lead to a high
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discount rate for the next 25 years and a zero rate
once everyone alive has died. Although such an argu-
ment runs into many technical problems,

 

(1)

 

 people
may think this way thereby affecting their judgments
in tasks that involve discounting. They will have a
higher discount rate for a smaller scale.

Three other variables were also manipulated.
The first was whether the effects of the program
would be felt in poor countries or rich countries, the
hypothesis being that people in rich countries would
see the decisions as between “helping ourselves now”
and “helping others.” If so, the “others” would be dis-
counted largely because they are not “us,” and, once
this discounting occurred, further discounting for
delay into the future would not occur. In this case, the
discount rate for helping people in poor countries
would be lower than that for helping people in rich
countries.

The second variable was lives versus species. Al-
though there was no particular hypothesis about
whether the discount rate would be higher for one or
the other, people might think of species as more of a
world resource so that 

 

where

 

 the species existed
(poor vs. nonpoor) would not matter.

The third variable was fungibility, the possibility
of saving money now and spending it later. As noted
earlier, one of the arguments for discounting benefits
as well as costs is that, if money is saved now, it can be
invested and the proceeds used later for similar proj-
ects. If future benefits are valued as much as present
benefits, and if the proceeds from investment can be
usefully spent in the future, it is always better to in-
vest the money now and spend it in the future than to
spend it now (and the same argument holds for future
decisions). If the money must be spent now, though,
future benefits and current benefits can be considered
equal. Future benefits might thus be discounted at a
lower rate when expenditures are not fungible. In each
case, either subjects were reminded of the possibility of
delaying expenditures or the possibility was explicitly
ruled out. Previous research has found that the corre-
lation of discount rates for health and money increases
when health and money are fungible in this way.

 

(11)

 

Method

 

Sixty subjects completed a questionnaire on
the World Wide Web, for $3 each. To receive the $3,
the subject had to provide a name, address, email ad-
dress, and Social Security number if residing in the
United States. The questionnaire was written in Java-
Script, which randomized the order of 16 conditions

separately for each subject, and carried out various
checks after each answer to insure that the subjects
were answering with sufficient care. Four subjects were
eliminated for answers that seemed to reflect misun-
derstanding (and which were missed by the checks),
leaving 56. 

The introduction reads as follows (with some
minor editing).

 

Species and lives

 

This is about two problems, species and health. The
species problem is that human activity has increased
the rate at which species of plants, animals (including
insects) become extinct. Some estimates say that as
many as 500,000 species disappear each year (out of the
world’s 100,000,000 species) (Ehrlich and Wilson, 

 

Sci-
ence

 

 magazine, Aug. 16, 1991).

 

(13)

 

 This results from pollu-
tion, fishing, and using land for agriculture, roads, build-
ings, etc.

The health problem is that about 25,000,000 people
around the world die young each year from health con-
ditions that can be prevented or cured (out of
6,000,000,000 people and 50,000,000 total deaths).
These include respiratory infections, diarrhea, lung can-
cer, malaria, accidents, and AIDS (Murray and Lopez,

 

Science

 

, Nov. 1, 1996).

 

(14)

 

We, that is, people throughout the world, might
spend money to slow down the loss of species or pre-
vent early deaths. This study is about how we evaluate
programs that do these things. In all cases, imagine
that the programs are paid for by contributions from
many nations based on ability to pay. Nations classi-
fied as “

 

poor

 

” pay nothing. These are, according to the
U.N.: Afghanistan, . . . [countries were listed], and
Zambia. Here I call other nations “

 

non-poor

 

”.
The programs are efficiently run, and as effective as

they are claimed to be. The life-saving programs save,
on the average, 20 years of life for each person “saved,”
and the people saved range from children to older
people.

Some of the programs affect only the poor nations,
and others affect only the non-poor nations. For exam-
ple, some health problems, like cholera, occur mostly
in poor nations, and others, like automobile crashes,
occur mostly in non-poor nations. And each nation has
different species of plants and animals. Please assume
that the poor nations will continue to be poor in the
future—just as poor as they are now.

For each choice, you get two options, for example:

Option A: Save 100,000 species now.
Option B: Save ,000 species 25 years from now.

You have to enter a number that makes options A
and B equally attractive. If the number of species in B
were higher than the number you enter, you should
prefer B. If the number of species in B were lower than
what you enter, you should prefer A. You should not
write LESS than 100. If it is better to save species now
than later, you would have to save more later to make
up for it. (But 100 is OK.)

The items also differ in when the species or lives are
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saved. Programs of this sort can have delayed effects. It
may seem unrealistic to say that some program will do
something in exactly 50 years. But it is not unrealistic to
think that some part of a program will do that. And the
purpose of this study is to see how you think about tim-
ing of these benefits. So try to imagine that the state-
ments are true.

The cost of the programs is fixed at a certain amount
of money per life or per species.

The items differ in whether money saved [by not
spending it now] can be invested for later use in the
same kind of program. When money can be invested
for future use, the interest rate on the money is 5% in
real interest, and the cost of the future program is the
same in current dollars. This means that you can sup-
pose there is no inflation. When money cannot be in-
vested, it is returned to the taxpayers in the form of re-
duced taxes.

In some items, you put yourself in the position of
someone making the decision in the future.

There are 16 screens, each with four items. The
screens may look alike, but they are all different. So
please pay attention to the differences. (Some dif-
ferences may not matter to you, but pay attention
anyway.)

 

Each screen took the following form (with alter-
natives in brackets):

 

Any money you save by spending less 

 

can [cannot] be
invested

 

 at 5% interest and used later to save 

 

lives
[species]

 

 for the same cost [is returned to the taxpayers
and 

 

cannot be used later

 

 to save 

 

lives [species].

 

This decision affects only 

 

poor [non-poor]

 

 nations.

Option A: Save 100,000 lives [species] 

 

now

 

Option B: Save ,000 lives [species] 

 

25 [50] years from now

 

Option A: Save 100,000 lives [species] 

 

now

 

Option B: Save ,000 lives [species] 

 

50 [100] years from now

 

Option A: Save 100,000 lives [species] 

 

25 [50] years
from now

 

Option B: Save ,000 lives [species] 

 

50 [100] years from now

 

Now imagine making this decision in 25 [50] years:

Option A: Save 100,000 lives [species] 

 

then

 

Option B: Save ,000 lives [species] 

 

25 [50] years from then

 

The 16 conditions, presented in a random order,
were all combination of fungible vs. non-fungible (the
top item on the screen), poor vs. non-poor, species vs.
lives, and 25 vs. 50 year steps. For the 25 year steps, the
four items on each screen were now vs. 25, now vs. 50,
25 vs. 50, and 25 vs. 50 but from the perspective of
someone in 25 years. For the 50 year steps, all the de-
lays were double.

 

Results

 

All responses were converted to logarithms be-
fore analysis; hence all means are based on geometric
means, both those computed within subjects and
those computed across subjects. All statistical tests
were based on these geometric means, and back trans-
formation was done only to enter numbers in Table I.
Species versus lives, poor versus nonpoor, and fungi-
ble versus nonfungible had no significant effects on
discount rate and did not interact with each other or
with scale (25- versus 50-year steps). Further analysis
collapsed across these variables. Table I shows the re-
sults, collapsing over the variables that had no effect.
Several results are apparent from the analysis.

 

Sensitivity to Scale

 

Subjects were somewhat sensitive to scale. The
ratios in the bottom half of the table, where the step
size was 50 years, are larger than those in the top half,

 

t

 

(54) 

 

5

 

 6.72, 

 

p

 

 

 

5

 

 0.0000. But the adjustment is insuf-
ficient, because the implied discount rates are lower
when the step size is larger, 

 

t

 

(54) 

 

5

 

 7.62, 

 

p

 

 

 

5

 

 0.0000.
The clearest comparison is that between the 0 to 50-
year period when it is the longest interval on the
screen (second row of table) and when it is half of
the longest (fifth row). The ratio is larger when it is
the longest, 

 

t

 

(54) 

 

5

 

 4.11, 

 

p

 

 

 

5

 

 0.0001. In sum, subjects
seem to evaluate time intervals by comparison to
what is immediately available (in this case, on the
same screen). This result is consistent with the psy-
chological-distortion explanation, rather than the
idea that people prefer the current and next genera-
tion and treat other generations nearly alike.

 

Table I.

 

Mean Compensating Ratio (Based on Geometric 
Means) as a Function of Time Period and Time of Decision

 

Time period 
(years)

Compensating 
ratio

Annual
interest

(%)

0–25 2.30 3.40
0–50 3.78 2.70
25–50 2.31 3.40
25–50 at 25 2.50 3.74

0–50 3.21 2.36
0–100 5.54 1.73
50–100 3.07 2.27

 

50–100 at 50

 

3.51

 

2.54

 

Note

 

: “At 25” means the decision is made at 25 years. The bottom
four rows are from the screens with 50-year steps. The right col-
umn shows the annual interest inferred from the ratio.
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Discount Rate and Delay

 

As found before by other researchers, discount
rates (as interest percentages) are not constant as a
function of delay. The discount rates for the longer in-
tervals are all significantly lower than those for the
shorter intervals. This result, however, is not a func-
tion of a general judgment that the discount rate
should decline in the future. In particular, the dis-
count ratio for 0–25 years is the same as (not signifi-
cantly different from) that for 25–50 years—based
on the choice between spending money in 25 years or
50 years—and likewise for 0–50 years versus 50–100.

The rate estimated from a decision made at a fu-
ture time, however, is higher than the same decision
made “now”; in an analysis of variance that included
both scale sizes, 

 

F

 

(1, 54) 

 

5

 

 7.58, 

 

p

 

 

 

5

 

 0.0080, the inter-
action was also significant, the effect being larger for
the larger scale, 

 

F

 

(1, 54) 

 

5

 

 4.75, 

 

p

 

 

 

5

 

 0.0337. Subjects
seemed to think that they would discount more if
they were transported into the future, but they did
not in fact discount more for time intervals beginning
in the future than for intervals beginning now, when
they made the decision “now.”

 

Consistency of Discounting

 

Discounting from 25 to 50 years should equal the
ratio of discounting from 0 to 25 years, as well as from
0 to 50 years. This hypothesis was tested by looking at
the difference of the predicted versus obtained log
compensation ratios. The ratio for 25–50 years pre-
dicted from 0–25 years and 0–50 years was 1.64,
which was significantly lower than the obtained 25–
50-year ratio of 2.31, 

 

t

 

(55) 

 

5

 

 5.05, 

 

p

 

 

 

5

 

 0.0000. Like-
wise, the ratio for 50–100 years predicted from 0–50
and 0–100 years was 1.73, which was lower than the
obtained 50–100-year ratio of 3.07, 

 

t

 

(55) 

 

5

 

 6.42, 

 

p

 

 

 

5

 

0.0000. This effect is easily explained in terms of in-
sufficient sensitivity to delay. The difference between
a 25-year interval (0–25) and a 50-year interval (0–
50) is too small.

 

IMPLICATIONS

 

These results suggest that the finding of declin-
ing discount rates in questionnaire studies may be an
artifact of judgment. As has been found in many other
studies,

 

(15)

 

 people are insensitive to quantity. Here,
they are insensitive to the amount of delay. They dis-
tinguish between present and future, but they are in-
sufficiently sensitive to the amount of future delay.
They are also insensitive to scale when this is manip-

ulated across items. They seem to make judgments
primarily by comparing the cases they see. These
effects lead to inconsistent judgments.

Moreover, in this study, subjects were not sensi-
tive to fungibility, even though their implicit dis-
count rates were usually below the 5% interest rate
described.

Nor were there different discount rates between
“us” and “them.” In this study, at least, the preference
for the immediate present applies even though the
effects are entirely on other people—strangers in
foreign countries. Such a judgment may be chal-
lenged. If we do not know the people our programs
affect, why should we care when they live? The gen-
eral conclusion is that these judgments cannot be
taken to be judgments about the differential weight
of consequences that occur at different times.

 

Fairness

 

Such inconsistency might also affect judgments
about the allocation of resources among people living
now. When allocating resources, various heuristics
are applied, such as equality or deservedness. These
heuristics can lead to inconsistency. For example,
when given a fixed budget for cancer screening, people
would rather offer a less-effective screening test to
100% of a population, thereby saving 1,000 lives, than
a more effective test to 50% of the population,
thereby saving 1,100. When both percentages are re-
duced by a constant proportion or a constant amount,
however, the number of people preferring the less-
effective screening test was reduced.

 

(16)

 

 This effect can
be induced as a framing effect, simply by doubling the
size of the “population” at issue, which makes 100%
versus 50% into 50% versus 25%.

 

(17)

 

 Even though the
people affected are the same, the judgment changes.
When it is impossible to treat “everyone” equally by
giving them all the test, people are no longer willing
to sacrifice lives for the sake of equality. Yet “every-
one’’ depends on which group is being discussed.

Of course, the analogy between this sort of result
and the kind of inconsistencies shown in the present
experiment is loose. When society makes judgments
about the future, it tends to think in terms of distance,
with no sharp boundary. When considering fairness to
groups, though, there tend to be sharper boundaries,
such as that between co-nationals and foreigners. What
is common to the two scenarios, though, is that the
judgments made from different perspectives disagree.

If the concern was only with outcomes for indi-
viduals, ignoring when or where they live (or their
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race or gender, for that matter), judgments would be
more consistent. This can still be done while weighing
ourselves and our families more than others.

 

Democracy

 

Kopp and Portney

 

(4)

 

 recently proposed that in-
tergenerational decision making be done through a
mock referendum, in which a random sample of citi-
zens were given all the information available about
the costs and benefits of alternative policies, such as
those concerning global warming. Then the respon-
dents would vote on various proposals, such as carbon
taxes of various amounts. One argument for this pro-
posal was that the issues were so complex and uncertain
as to make cost-benefit analysis, with a fixed discount
rate, less useful as a tool. The second main argument
was that, if the people in such a referendum rejected
some proposal, under such maximum-information con-
ditions, it would not pass the legislature anyway.

One difficulty with this proposal is that it does
not really solve the problems of complexity and un-
certainty. It just pushes off this problem onto the re-
spondents, as if they were some sort of “black box”
that could deal with complexity better than any pol-
icy analyst. Some respondents, however, get frus-
trated wading through lots of detailed information
when what they really want is the results of a thor-
ough policy analysis, even just a best guess, as inaccu-
rate as it may be. For example, if I am asked my opin-
ion of the Kyoto Protocol, I do not want to read it,
plus all the supporting technical documentation.
Even less do I want to read a watered-down version
of it meant for public consumption. What I would like
is the summary opinion of experts about whether the
benefits exceed the costs. The referendum idea does
not circumvent the need for policy analysis, for those
respondents who might care about such analysis.

Another argument for a referendum is that any
democratic government that ignores the final expres-
sion of public preferences, whatever their basis, will
not stay in power for long. But this is surely an exag-
geration. The public’s preferences may be transi-
tory.

 

(18)

 

 Or citizens may come to recognize that they
lack sufficient expertise to make the final decisions.
The U.S. Federal Reserve, for example, does not do
surveys to decide what interest and inflation rates
people would like. People can, up to a point, under-
stand that their government ought to ignore their im-
mediate preferences. Breyer

 

(19)

 

 argues that this can
happen even in the controversial area of risk regula-
tion, although his proposals have not attracted much

interest. An enlightened government could try to
maximize true utility 

 

and

 

 explain what it is doing, so
that it can maintain public acceptance. This idea is
fully consistent with democratic governance.

 

CONCLUSION

 

What should governments do, and what should
citizens expect of them? The general type of decision
at issue is one in which present citizens must reduce
their current well-being for the sake of other people,
either those living in the future (within the same na-
tion or not), or those from other nations.

One thing governments can do is try to improve
their capacity for understanding public preferences.
One strategy for doing this is to present respondents
with their own inconsistencies and then ask the re-
spondents to resolve the inconsistencies. People seem
not to object to this procedure, and, when it is done,
other inconsistencies are reduced, in addition to the
ones that the respondents resolved.

 

(20,21)

 

In principle, such improved methods of value
measurement could determine how much altruism
people have, that is, how much they are willing to
weigh the interests of nonnationals and future
people, relative to their own. Extensive application of
such methods might involve a kind of education in
which people are challenged not only to be consistent
over time but also in their treatment of future nation-
als and nonnationals. (No such inconsistency was ob-
served here, but it might be observed elsewhere.) In-
deed, people might be challenged on their preference
for current co-nationals—other than themselves and
their families—over others, a preference that surely
exists yet is arguably as arbitrary as preference for
one’s own race or sex.

 

(22,23)

 

In the meantime, however, while society waits
for value measurement and people’s values to become
more consistent and less arbitrary, governments
might at least try—with the consent and knowledge
of their citizens—to bring some internal consistency
into their policies that affect nonnationals and fu-
ture people. It isn’t necessary to assign a monetary
value on lives in order to do this. Instead, simple
cost-effectiveness analysis can be applied. Society
can look for cases in which a lot of money is being
spent for little benefit to others and other cases where
much less money could be spent to do more good,
and money could be transferred from the former to
the latter. Nobody can make these judgments except
experts who can figure the costs and benefits. If gov-
ernments would adopt the policy of relying on such
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experts, it might be able to earn the trust of citizens,
just as it has done in the matter of setting interest
rates.

 

(19)
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