Altruism and Egoism: Measurable by Utility Discount Rates?

by Stefan Bayer, Tubingen

JEL D61, D64, H43.

Altruism, Egoism, Utility Discount Rate, Welfare Function.

Summary

We analyze the role of "the" utility discougite and itsmplications to generation-specific asdcetal
altruism andegoism, respectively, in a neoclassical framework. It is wookeatlearly, thatwo differ-
ent utility discount rates have to be distinguished: An (inverse) altruism-parameter and a social discount
rate. High levels of thealtruism-parameter depict relatively wealtruistic behavior. Howevehigh
levels of the social discoumate are ingeneral introduced to argwethin egoism-models. Theften
found conjecturéhatthe level of "the'discountratedetermines whether wargue altruistically or ego-
istically can, therefore, not lmnfirmed. It is statethat rathetthe assumed utility/welfare function is
decisivefor egoistic andaltruistic analysesConnectingour considerations with the utilitarian require-
mentfor equal treatment of all affecteddividuals (generations) we conclutieat the social discount
rate has to be set to zero in egoismwal as altruism-modeland, additionally, the altruism-parameter
has to banfinitely high. This shows clearlyhatthe level of "the'discountrate isinsufficient for deci-
sions whether a specific analysisalfuistic or egoistic. Athe end obur analysis we drawome con-
clusions applying our considerations to simulation models with respect to global warming.

1 Introduction

Cost-benefit-analysesre undertaken either in tfimmenork of optimal growth theory or in
overlapping-generations-models (OLG-models). To judge projects concerning generations
living in the (far) future, wédnave totake into accourdidequately their project-induced effects

in the planning decision today. Generally, traditional cost-benefit-analyses indiudedtects

in a diminishedextent due to the usage of positivdity discount rate$.The same isalid if

there is positiveutility discounting in optimafyrowth theory as well as irOLG-models where

a societal decision-maker discounts generationHgp@resentvalue welfare levelsnceagain

to theplanningperiod? Currentliving generations are favored at the exge of futurdiving

! See among otheBrown (1998).
2 SeeNordhaus(1994).
% SeeBlanchard/Fische(1989).



Stefan Bayer: Altruism and Egoism: Measurable by Utility Discount Rates? 2

ones. Therefore, we want kabelsuch types of models "egoism-models" becaugbeihher-
ent assumption that today's living generations act on their own behalf.

In contrast, taavoid systematic underevaluations of future generations, aathers argue in
model-typesexplicitly consideringnterests of future generatioh§&enerationdiving today act

- at least partially - ofoehalf of fuure generations because increasing utilitieshia future
augment today'sving generations' utilities as well. Suemalyses can be labeled "altruism-
models". Thereby, the degreeaifruism can be measured the level of the utility discount
rate of each generation with respect to altruistic utility units: If it is seéto, perfecaltruism

is depicted in altruistic OLG-models (see below). Tilgher it isset, the less pronounced al-
truistic behavior of specifigenerations is givehThe usage of "lowtitility discount rates in
general depicts "altruistic behaviatue torelatively higher "weightstor future occurring ef-
fects.

Our analysiskeeps in nnd thatthe argumentation so far g@mpletely independent te as-
sumed utility and welfare functions, respectivdiytegrating them irour analysis, wewill
show, that théevel of the utility discount ratecan neither be used as main indicatorifioer-
generational altruism nor for egoism when we analyze its [€lek, a positiveitility discount
rate depicts altruistic asvell asegoistic behavior to a lesser or higletent - dependent
mainly onthe assumed utility and welfare function atiet method of aggregation of genera-

tion-specific utility present values.

2 Utility Discounting in Different Model Frameworks
Mathematically, an altruistic welfare function can be given analogic to Bernheim/Ray as fol-
lows?

(1) W=U(d)2qt+D)+ Y (1+3) EﬁUS(lc( 3% ¢ o ]))]

St

We assume a simple OLG-model whex® generations aralive simultaneouslyThe cardinal
welfare level ofgenerationt, W, is measurabléor each generationVelfare consists of an
"original" utility level U' - which is given as combination of physical availatd@sumption
units*c(t) (first period oflifetime, "young") and’c(t+1) (second period difetime, "old") dur-

ing the lifetime of generatiort - and thesum ofthe discounteditility levels of allsubsequent

* SeeStephan/Milller-Fiirstenberggt 998).
®> SeeStephan/Miiller-Fiirstenberggt998), p. 333.
® SeeBernheim/Ray1987). An application is given iBtephan/Miiller-Fiirstenberggt998).
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generationdJ®, s>t (“altruistic utilities"). The welfardevel of generatiortwo (W), for exam-
ple, is given by:

W?=U%('o2),"q3)+ (1+0) U (" (3.7 ¢9)+ (#8) " DU (* €97 ¢ G-

@ +(1+8) P w T*1(1c:(T+J),2<3(T+ 2))

Generations take into accoualt future project-induceditility as well as consumption effects
due to altruistic behavior. However, with growitime distances indicated byincreasings
and constant- altruism of earliefiving generations decreasesamdng to the utility discount
factor (145)*". The more distant future generations are,l¢ise weight isput ontheir utility
effects in today'planning decisionsind the less dthey influencethe efficiency oftoday's
projects. Each generatiobehaves perfectly altruistic ithe utility discount rated (the
"(inverse) altruism parameter") set to zeroThis implies thatoday living generations con-
sider fuure generations' utilities according to theinrrentlevel. Obviouslythe higherthe dis-
count rate is set, the less distinct altruism is given.

The assumption of an OLG-utility function according Bernheim/Ray(1987) implies that
additional welfare effects of future generati@me explidly taken into account by today's liv-
ing gererations. Reference fovelfare considerations of generation\8), for instance, is the
second period of thglanninghorizont,.®’ Theoriginal (i.e. generation-specificgflex of physi-
cally availableconsumption units) anthe altruistic (i.e. future generatiores’ailable con-
sumption units) utilities have to be referredtipin which the original utility of generation
three hadeentaken into account as (discounted) altruistitity of generationtwo. This is
valid for the wholeplanning horzon andall generations. To calculate an aggregaedfare
level of all individuals living withirthe planninghorizon, a societal decision-maker has to sum
up all generation-specific welfare levels as thag given atthe beginning ofeach respective
lifetime. Table 1 illustrates our considerations:

" We keep irmind thateach living generation usually discounts utilitiegheir secondifetime-period to the
beginning of theirespective livesThis is notexplicitly depicted in our mathematical formulation lxuplic-
itly taken into account.

8 In this kind ofutility function, thedegree of altruisnean beowered byusing highdiscount rates but it never
completely disappears because of its exponential form.

° See table 1.
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Generation t1 to t3 ta ts te W
1 UCcw)  0%U(ce’or)  02U(Ccscu)  0°U(cwcs)  0%U(cs’ce)  0°U(Ycscr) s
2 U(cw,co) 0%U(ce’cs)  02U(cs o)  0°U(cwcs)  0°U(Ycs,’ce)  0°U(Yciscr) W2
3 U(cecs)  0W(%ce’cs)  02U(cu’cs)  0°U(‘cs’ce)  67U(‘ce crr) W
4 U(*ci.%cu) 0'U(*cu,’cs)  82U(Ycs,’ce)  8°U(Ycs,%Crr) w
5 U(*cu.%css) 8'U(%cs,%cs)  02U(Yces,’cir) w
6 U(Ccs’cs)  0™U(*ce,’cr) WP
7 U(*cs.%cr) W

Table 1:6=(1+d) denoteghe (inverse) discount factor. The utility functibhrepresents theombined genera-
tion-specific lifetime utility of eaclaffectedgenerationObviously,c; (the complete consumptioeffect in pe-
riod t;) is split up into'c; (younggeneration's consumption t) and®c; (old generation's consumption .
Consumptioreffects ofthe old generation living ity is given in line 1. It considefall utilities of thesubse-
guent generations althoughdnly lives for one more period-he last columrdenotesthe total generation-
specific(original and altruisticyelfare effect\ of any projecthat isgiven by summing upll effectsduring
the planning horizon. The dadhaded areahows these time-periods, where a societal decisiaker dis-
counts generatiospecific present value utilities the beginning of the planning horizon. In contrast to the
assumed OLG-settings, considerations according to optimal growth modeés Barro/Sala-i-Martin (1995)-
sensecan be undertaken dsllows: In each time-period one single consumptedffect c; is available which
leads to a generati@pecific utility-levelU(c,). Aggregating all individuagffectscan then be interpreted as to
sum up all "original'utility effects inthe main diagonal itable 1. Thereby, future living generations utilities'

are discounted by a societal decision-maker using a positive utility discount rate ("egoism-model").

The longer theplanninghorizon is extended, the more oftaltruistic utility effects offuture
generations are taken into accodurttis means thauture consumption effec&re taken into
consideration in mitiple ways.For examplethe consumption amount; of generation 4 in
periodts, when its memberare young, iphysically feasibldor them at this time-period. Ad-
ditionally, generations 1, 2 andt&ke theseconsumption units into accouattruistically and
discounted in their respectivatility function. Multiple considerationsre the more pro-
nounced, the longer th@anninghorizon is extenidg (see thecolumns (time-periods) of table
1). The more distinct the respectia#iruistic behavior ohll generations is givefi'small” d),
the more weight iput onaltruistic utility effects in societal evaluations.tHe altruism-pa-
rameter is set to zero, we argue in a world of pedidatism. Incontrast, théigherthe altru-
ism-parameter iset, the more the degreealfruism decrease3his shows, that iraltruism-
modelsthelevel of "the" utility discount rate represents the degrealbistic behavior of all
generations living within the planning horizon.

In almostall OLG-models (see e.@®ernheim/Ray(1987) and Stephan/Miiller-Furstenberger
(1998)) the aggregation of generation-specific utility levels of a societal decision-maker is done
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by discounting them oncagain tothe beginning ofthe planning horizon (in table 1: time-
periodt;).” The social welfare or aggregation function is given as follows:

T .
3 W ..=Y@+p)' W,
( ) societal JZ:l( p)

wherep can be labeled daggregation” or "social" discourdite. In contrast to thetility dis-
count rated, p always has an egoistic effect in societal decision-making. In this model-
framework, aggregating generation-spedifitity levels for societalwelfare statementiixes
altruistic (welfare-function) and egoistic (utility discountingfafure generationdifetime pre-

sent value utilities) elements (see below).

Compared to altruistic OLG-models, societal welfare functions in egoism-macdelsom-
pletely different. Taking optimajrowth theory as aaxample, a representatiirginitely-living
agentmaximizes higresentvalue ofall periodical utility units untilthe end of theplanning
horizon. He/She receives all effects whaztturwithin the planninghorizon. During thevhole
lifetime of the representative agent, consumption uimitsease its utilitylevel atthe time-
period of occurrencddtility depends dely on physically availableonsumption units. No al-
truistic utility units dooccur atall. This haswo reasons: Firstly, due to thexistence of just
one single person, nobodyable toget any altruistic utilities simply because he/shenst in
existence. Secondly, if we interpret an optignawth model according to Barro/Sala-i-Martin
(1995) as a sequence @ifccessively livinggenerations with one time-periditetime, we are
able to roughlyapproach OLG-settings. Consumption effects always leadigmal (i.e. gen-
eration-specific) utilities at the time-period of occurrehideor present value calculations, they
onceagainare related to thbeginning ofthe planning hoizon by discounting futuretilities
using the "social discountrate” p. This reflects egoistic behavior two different ways: (1)
Generationswhich are alive relativelyclose to theplanninghorizon get higher "weights" in
intertemporal decisions even tiie same consumption effectccurs throughout thevhole
planning horizon (see below). (2) Altruistic utility units do not occur at all because there are no
recipients of such utility unitsThe second term in equatigh) is assumed to beero either
due toexplicit setting or because of discounting altruistigity units by very highdiscount
rates.

10 Seee.g. Gerlagh (1999), pp. 36for an applicatiorand Blanchard/Fischer(1989), pp. 98for more funda-
mental work.

" For one period lifetimes of each generation we can inteairariginal” utility effects intable 1 as the rele-
vant ones for this very special kind of OLG-setting.
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3 "The" Utility Discount Rate as Main Indicator of Altruism and/or

Egoism?

Within ourtwo conceptstwo different utility discount ratetiave been identified. The first one
- & - (altruism-parameter) is relevant withime lifetime of altruistic generations. The second

one -p - (social discountate)has to be used by a societal decision-makexggregate gen-
erationspecific lifetime utilities tathe beginning ofthe planninghorizon’? Discounting utilities
leads to distortions iboth model-types. It can Istated inegoism-models thahe higher the
social discount rate is set, the more pronoureggmistic behaviour is depicted avide versa.
This tallieswith the conventional neoclassical mettology of equal treatment all affected
generations. However, if we discount generation-speuatiflity presentvalues in altruism-
models, it caronly be intepreted as a belated attemptingplementegoistic behavior in these
kinds of models. Altrism is(at least partially) compensated by introducing a societal accoun-
ter. Principally, three cases existl) overall altruism (egoism effecere dominated by altru-
ism, which should béhe mosicommon case for altruism-model&)) overall egoism (altruism
effects are dominated by egoism), &3d neutrality (the model-inherent altiem is exactly
compesated by a societal accounter). Howewveuytrality can be attained inmauch simpler
way by usingthe discounting method dBayer/Cansier(1998), Bayer/Cansier(1999) and
Bayer(2000) ("Generation Adjusted Discounting”, GAD)Additionally, the compensation of
distortions bymixing altruism and egoism is dubious: A decision makéo uses &uism-
modelsfor intergenerationatiecision making and combines them with egoistic \aehay
discounting future generations' lifetime-utilities acts schizophrenically.
Cost-benefit-analyses whiare carriedbut in altruism-modelsare biased in favor of preicts
with (high) future consumption effectiie to mitiple considerations of altruistic utility units.
It is completely unimportant, whether the determined generation-specific welfare Eftabes
beginning ofeach respectivife) are taken into account either in andiscountedway or if
they will be discounted to th@lanning timeperiod by a societal decision-maker oraggin.
From a societal viewpoint generational distortions are the more did)ritie lower thaltru-
ism parameter is setnd(2) thelonger theplanninghorizon is assumed artde occurrence of

consumption effects extends.

121t is meaningful to distinguish botiypes of discountates by using differergymbols,although both rates
can be assumed to be of identical levels.

13 This discounting methodxplicitly differentiates between utilitgnd consumption discounting imtra- as
well as intergenerational decision-making.
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This is completely different in egoism-models. Discounting utilit\dsle aggregating them
implies thatequal consumption effects lead to unequal utflitgsent values. Intertemporal
decisionsare mainly determined by consumption effects which mositcur within current
living "generations”. Cost-benefit-analysae biased in favor of prejcts with (high) con-
sumption effects whichmainly occurcontemporarily. The highe¢he so@l discountrate is set,
the more pronounced egoistic behavior is given.

However, arguing in aeoclassical model framework withe inherent assumption of equal
treatment ofall affected individuals, we have to conclude that this requirement ("&epadi
ment") isnot fulfilled in both approaches. Furthermotieey have to be interpretelifferently

in our twodifferent approaches wittespect to thdevel of "the" utility discount rateUsing
egoism-models, aero social discount rateads tothe fulfilment of generational "equateat-
ment". Each generationillbe rankedequally.However, inaltruism-modelghe samephysical
consumption units are repeatedly taken mtoount. The longer thglanninghorizon is as-
sumed, the more generations are taken into account in the altutitycfunction and the
more weight W be placed upon them. Equal treatment oalfy be fulfilled if we heavily dis-
count futurealtruistic effects. Perfect equal treatmenbidy feasible if weuse aninfinitely
high utility discount rate (altruism-parameter). Solely in this case each utility unit (consumption
unit) is taken into account just ond@bviously, this is completely unrealistic. In general, the
higher the altruism-parameter during each generations lifetime is set, the less pronounced altru-
istic behavior is modeled.

In other words: Each project-inducetllity effect has to be considered according titgsi-

cal avaibbility in egoism- asvell as altruism-models. If an effestcurs in period;, it is physi-
cally available onlyfor the one (egoism) dwo (altruism) generationkving in this certain pe-
riod. Multiple considerations in altruism-models have to be avoideflidging societal profit-
ability of projects by a social planner agll asunderratings in egoism-models. Thtlse utili-
zation of different types daitility discount rates and intergenerationaltrality according to
utilitarianism has to be carefully analyzed: In altruism-modeés has to uskigh altruism pa-
rameters to realize equaéatment between generations. To obtain neutrality between genera-
tions in egoism-models, however, we have to set the social discount rate to zero. $tais, to
whether egoistic or altruistic behavior is depicted ihssifficient toconcentrate thargumen-
tation on thdevel of the utility discount rate. Iregoism-models, pronouncegioism is mod-
eled by using high socialiscount rates. Thatilitarian requirement of equaleatment is not
fulfilled in this case. Thaeame level othe utility discount rate iraltruism-models, however,
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generally describethe attempt t@womply withthe utilitarian necessity. In thisase altruism is
modeled weakly’

Both model types show methodological defigiesbecause of their arbitrary discrimination of
certain generations. Thespeciallycontradictsneoclassical efficiencgriteria whichare based
on utilitarianism andequire equal treatment of each affectedividual. However, the reason
for the arbitrariness isot thelevel of "the" utility discount rateAltruistic or egoistic behavior
is determined by the use of an intertemparealfare function includinghe treatnent of future
utility effects. Non-schizophrenic intertemporal decision-makungposes, that tHevel of the
discount ratenly slightly changes thassumed altruism and egoism, respectivaly,it never
changes thbeasic modestructure. If we want to argue aftruism-models, it is meaningless to
use (very)high socialdiscount rates t@hange themodel structure into aregoism-model.
However,only the renunciation of s discounting leads in egoism-modelstibe fulfillment

of generational equal treatment.

In summary, discrimination against certain generations in intertemporal deuigiang is real-
ized principally bythe fundamental decision of using a special type of modeldaed notpri-
marily depend on the level of different utility discount rates.

4 Some Applications and Consequences with respect to Global Warming

In light of these considerations, results of sosimaulations withrespect toglobal warming
done e.g. by Stephan/Muller-Furstenberger (1998) ("altruistic® OLG-Model) or Nordhaus
(1994) (optimal growth model) arenot surprising'® In his famousstudy usingthe DICE-
Model Nordhaus concludes that the best strategglioate change policy is tevait and see.
Future damages are discounted with a social utility discount rate of 3% p.gheuetild of the
planninghorizon. Immediate abatement induces sharp consumption decnebsds)ead to
diminishing consumption units (increasing investment units) aherefore,utilities for cur-

rently living generations. The returns aawailable for later living individuals, their con-

4 The argumentation is analogic for low levels of the utility discount rates in both model types.

> Introducing negative social discount rates in egoism-models - whicbnigletelyunusual in all kinds of
models ofthis type - weare able to depict altruistic behavior of a societal decision-maker. Future utility
are of higher presentalues in comparison tearlier occurring onesObviously, the requirementfor equal
treatment is not fulfilled in this case as well.

16 SeeStephan/Miiller-Fiirstenbergét998) and Nordhaus (1994).
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sumption units increaséut thesepositive effectsare (heavily) discountedUsing a relatively
high social disount rate depicts pnounced egoism in his analysis.

In contrast, Stephan/Miuller-Furstenberger (1998) show that the Greenhouse-Gas-abatement-
policy (GHG) istoo expensive in consumption unitr today'sliving generations wheunsing

an altruistic utility function. In comparison to extrinsicathotivated agents, GHG-abatement
leads to drastiper capita cosumption losses and capital overaccumulatitowever,this is
only an incompleteepresentation. The undigng altruistic welfare functiortakesconsump-
tion utilities offuture generations into account in todaytisty maximizing decisions. Positive
saving units todaymply areduction oforiginal utility of today'sliving generations buthcrease
the welfare level offuture generations according to tiiernalrate of return of addonal in-
vestments. Altruistic utilities daot demand physical ceamption unitspnly the expectation

of positive futureutilities increaseshe generation-spéic welfaretoday. In spite ophysical
consumption losses because of GHG-abatement activities, tdigmgsgenerations can be
better off because ofdrastic) increasing altruistic utilities. Stephan/Miiller-Furstenberger
(1998)assume - applying a welfare functiaocording to equatiof) - that drastic pecapita
losses of nowadayiwing generationsmply welfare losse$or them.This is unreasonable if we
concentrate omvelfare levels. If theyuse a welfare function iaccordancevith equation (1)
multiple (altruistic) considerations of original utility units increas@rentliving generations
welfarelevels. Therefore, a welfare comparison has to be undertaken. Despite drastic diminish-
ing per capitaconsumption units of todayfising gererations, it ishighly uncertain whether a
welfare comparison leads tihe same results athose in theanalysis ofStephan/Muller-
Furstenberger (1998). In other words: Stephan/Miiller-Furstenberger (1998) argtiegt
GHG-abatement causes econorusts(losses in consumption uniper head), then thenly
possibility to get this result is toset the social discount rate bmh, that altruism vanishes
completely. Although thegxplicitly employ anex-ante altruistic welfare function, they argue
ex-post egoistically because of diminished (neglected) considerations of altrtiliggicinits.'®
This explainsthe similarities tothe results of Nordhaus' ex-anégoism aproach (DICE-
model). Therefore, the analysis undertaken by Stephan/Muller-Furstenberger (1998) can in fact
be interpreted as an ex-post egoism analysis using an ex-ante altruistic welfare function.

A more appropriate approach in intertempat@tision making whictiakes into account effi-
ciency apects, distributional ones, and eqtralatent ofall affected generations from a so-

17 SeeBayer (2000), p. 54for some calculationwith the DICE-modehndvarying utility discount rates. The
original social discountate of 3% implies an emissions reduction rate of 8188tvever,abatement increases
to 38.8% when a social discount rate of 0% is used.

'8 One could say that they argue in case 2 (chapter 3).



Stefan Bayer: Altruism and Egoism: Measurable by Utility Discount Rates? 10

cietal viewpoint is given itthe GAD:*® An adequatessignment to intra- agell asintergen-
erational (project-induced) effectspsssiblewithout assuming egoistic or altruistic behavior.
Most important forthis approach is an exaegidration of all project-induced consumption
effects athetime period of their occurrenceltility effectsare taken into account in an OLG-
model generation-adequately. Thigans that generation-specific consumption eff@etsval-
ued according to the respectivelfare level ofeach generation. During its respectlife,
each generation is allowed to discount future consumption units in accordance with their own
utility discount rate. Taletermine social present values, (usually) have to discoumter-
generationally. Therefore, it is forbidden to discoutiity units to the planning timeperiod,
but necessary to discount consumption uaitsordng to the growth discount rate. tfost-
benefit-analyseare carriecout in utility units, we have to consider thite diminishingmar-
ginal utility of consumption is alreadiaken into account. In case that aiabplanner dis-
countsgeneration-specific utility effects tthe planning time priod once again, discounting
will be undertaken twice ("double discountingThis allows today'$iving generations to act
egoistically and altruistically, respectively, according to tivadividual preference§’ Over-
rating of future generationgtility effects according to an altruistic utility functionlivibe pre-
vented because of the exact registratioralbbccurring effects. Arbitrary disimination of

future generations, which occurs in egoism-models, is avoided as well.

5 Conclusions

Our analysis has worked out that we have to distinguish betweedifferent "utility discount
rates": Firstly, the altruism-parametehich isused by each generation to discount their altru-
istic utility units. Secondly, imggregating generatiagpecific lifetime-utilities a societal deci-
sion-maker discounts them tioe beginning ofthe planning-horizon by using a social discount
rate. This intuitively shows that "theutility discount rate as aaltruism- or egoism-parameter
does noexist. In more detail, aeroaltruism-parameter ("renunciation of utility discounting™)
depicts complete altruism of each generation in altruism-maedelsever, usg zero social
discount rates irrgoism-modelsmplies equal treatment oéll affected generations, respec-
tively. Onthe othehand, complete altruisimplies multipleconsiderations of project-induced
utility effects to alarge extent from a societal viewpoiRuture generations dominate today's

19 SeeBayer/Cansie(1998),Bayer/Cansie(1999) andBayer(2000).

20 These considerations canfoend inrisk theory as wellThe subjectiverisk attitude is taken into account in
each individual's expected utility function. If additional societatisk evaluation is undertakefgr example,
by a socialplanner withobjective societatisk attitudes, the riskffect isconsidered twiceThis leads to an
overrating of the risk component analogic to our discounting problem (s&3ehgrt(1998)).
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decisions orthe efficiency of certain projectsMultiple considerations have to be prevented
due to their arbitrary distortions in favor of future generations. The more altthistimhavior

of today's living generations i)e more distorted are intertemporatid®ns in altruism-mod-
els at the expense of today's living generations.

Arguing in a neoclassical model-framework, equehtment of generations has to be taken
into account as reference for intertemporal comparisonaltinism-models, therefore, the
altruism-parameter has to bet tohigh values. Orthe otherhand, the use dfigh values for
social discount rates depicts pronounced egodisltavior. Thus, théevel of "the" discount
rate is notsufficient to decidevhether aspecific modelarguesaltruistically and egoistically,
respetvely: Only in egoism-modelthe fulfillment of intergenerational neutrality from a socie-
tal viewpoint is guaranteed by neglecting social discounkiaogvever, setting the altruism-pa-
rameter to zero ialtruism-models, equal treatment can never be reached. We cotithide
there are inherent inefficiencies in egoism- as well as altruism-models. Taslgnot due to
the choice of theitility discount ratdbecause varying positivdiscount rates cannot reverse an
existing egoism(altruism)-model into an altruism(egoism)-one. tatiser the choice of the

respective welfare function which induces these distortions.
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