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DOUBLE DIVIDEND

In Environmental Economics the Standard Approach to Policy 
Evaluation Is to Rank Policies by Differences between Benefits 
and Costs. 

This Has Led to a Search for Benefits, For Example, in the 
Widely Cited Stern Review of the Economics of Climate, for the 
British Government.

In the Contentious Debate that Has Followed, the Most 
Persuasive Argument for Climate Policy Has Been Overlooked: 
The Reduction of Cost to Zero. 

Careful Design of Climate Policies Makes It Possible to Attain 
Environmental Goals, Slowing Climate Change, while 
Improving Economic Performance, the Double Dividend of the 
Title. 



AN ECONOMETRIC APPROACH TO GENERAL 
EQUILIBRIUM MODELING

Climate Economic Modeling, U.S. Environmental Protection Agency,        
http://www.epa.gov/climatechange/EPAactivities/economics/modelin
g.html

Intertemporal General Equilibrium Model, Version Eighteen, 2013

Version One: Jorgenson and Wilcoxen, 1990.

Version Sixteen: Jorgenson, Goettle, Ho, and Wilcoxen, 2012.

Econometric Modeling of Producer Behavior: 

Jorgenson and Fraumeni, 2000; 

Jin and Jorgenson, 2010.

Econometric Modeling of Consumer Behavior: 

Jorgenson, Lau, and Stoker, 1997; 

Jorgenson and Slesnick, 2008.







The Carbon Tax Scenarios































Household Welfare Effects, Family Size



Household Welfare Effects, Race & Gender of Head



Household Welfare Effects, Region & Location

















DOUBLE DIVIDEND: SUMMARY
We Have Identified a Double Dividend Based on 

Substitution of a Carbon Tax for a Capital Income Tax

This Substitution is Based on Econometric Models of 
Producer and Consumer Behavior

These Models Are Combined into an Intertemporal 
General Equilibrium Model of the U.S. Economy

Policy Evaluation Compares a Base Case with No 
Change in Policy with Alternative Cases

The Economic Impact of a Change in Policy Is a 
Money Metric Measure of the Change in Social Welfare
















