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1 Introduction

Sustainability is a very broad conception of justice. As such it poses an imperative on
presently living persons. This imperative of sustainability implies intra- as well as
intergenerational justice. More specifically, as defined by the Brundlandt Commission
(WCED 1987), sustainability refers to the satisfaction of basic needs of present and future
generations. To realize sustainability, presently living persons ought to act sustainably which
implies at least two obligations: one directed towards the present generation and the other
towards future generations.

Acting sustainably means to take specific actions in accordance with the norm of
sustainability in a concrete action context (Baumgértner et al. 2010). An action context is
characterized by a feasible set of actions, given system structure and dynamics, and
knowledge of the system. This may create a gap between the general and abstract imperative
to act sustainably, and the specific action context since the set of feasible actions and the
knowledge of the system may be limited. This paper aims to fill this gap by conceptualizing a
person‘s responsibility for sustainability.

The concept of responsibility — as it has emerged from modern practical philosophy,
political science, and law — links abstract norms with specific action contexts (Baumgértner et
al. 2010). It is gaining importance in the normative assessment of public policy-making as
well as of private decision-making, since the impacts of human actions have increased
dramatically in modern times (Jonas 1979). Some impacts are irreversible and occur at remote
places or far in the future, such as e.g. anthropogenic climate change or biodiversity loss.
Furthermore, action contexts are often characterized by uncertainty and unidirectional power
structures.

One crucial feature of responsibility is that it is limited — namely by the acting person®s
possibility of compliance as well as by the need to balance a plurality of normative
obligations. Therefore, the imperative of sustainability cannot imply an absolute obligation to
attain a particular (sustainable) state or development of the world. It does imply, though, a
relative obligation to do one™s best to live up to the challenge of sustainability. The crucial
question of responsibility, then, is: what exactly does “one"s best” mean?

In this paper, we develop and formalize a utilitarian notion of responsibility for
sustainability which is inspired by Singer's (1972) principle and the Brundtland
Commission®s notion of sustainability (WCED 1987). To illustrate the meaning of the
utilitarian notion of responsibility thus developed, we apply it in a simple model and relate it
to established criteria for the normative assessment of intertemporal societal choice, namely
Pareto-efficiency, (discounted) utilitarian welfare maximization, and Brundtland-
sustainability. The model comprises two non-overlapping generations. They share a natural
resource from which they produce a consumption good that allows them to satisfy their basic
needs and wants. We thus model a simple resource allocation problem, yet with a
unidirectional power structure: the first generation can decide which share of the resource to



use for itself and which share to hand over to the second generation. This simple setup allows
us to analyze and compare which allocations satisfy different normative criteria.

This study adds to the economic literature about responsibility. The normative strand of the
literature focuses predominantly on retrospective responsibility, that is “the idea that
individuals are or should be held responsible, to some degree, for their achievements”
(Fleurbaey 2008: 1). We follow the idea of forward-looking responsibility in the sense of an
obligation (as in Baumgirtner et al. 2006) and sharpen this idea as we formally implement it
in economic modeling. Besides normative implications of responsibility, there further exists a
descriptive strand in the literature, which analyizes the implications of individuals wanting to
assume responsibility for the public good (e.g. Frey 1997, Brekke et al. 2003, Nyborg and
Rege 2003, Heyes and Kapur 2011).

Our results show that sustainability and responsibility for sustainability are equivalent if
and only if sustainability is feasible. If it is not, there still exists a responsible allocation which
is also Pareto-efficient. Further, the utilitarian welfare maximum without discounting always
fulfills the criterion of responsibility. Discounting may be rsponsible to a certain extent if
sustainability is feasible. If sustainability is not feasible, discounting is not responsible. At a
more general level, we demonstrate that responsibility can be formalized in economic models
which adds specificity to the discussion about normaitve conceptions such as sustainability.

The paper is organized as follows. Section 2 defines and discusses the concepts of
sustainability and responsibility, thus preparing the conceptual, normative basis for the
analysis. Section 3 introduces the model. Section 4 gives formal definitions and
characterizations, through necessary and sufficient conditions, of the normative criteria.
Section 5 presents our results. Section 6 concludes.

2 Conceptual foundations

Sustainability

Sustainability, as we understand it, is a very broad conception of justice. It combines the ideas
of global intragenerational justice and of intergenerational justice, and often also includes
justice towards nature. We apply a specific anthropocentric notion of sustainability, namely
the Brundtland Commission®s definition: “Sustainable development is a development that
meets the needs of the present without compromising the ability of future generations to meet
their own needs” (WCED 1987: 43). This definition includes elements of intra- and
intergenerational justice but not towards nature. It is anthroprocentric and implies that only
human beings deserve moral attention. By “generation” it thus refers to all human beings
living at the same time period.! Furthermore, Brundtland-sustainability is in part result-
oriented as it aims at the satisfaction of basic needs of the present generation, and in part
prerequisite-oriented as it aims at maintaining the future ability to satisfy basic needs. In this

1 . .
From now on, we use the term “generation” in that sense.
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paper, we focus on the aspect of intergenerational justice. However, our analysis can just as
well be applied to intragenerational justice.

The term “basic needs” requires further specification.” In the Brundtland-definition it is
further specified as “[...] the essential needs of the world's poor, to which overriding priority
should be given” (WCED 1987: 43). Such basic needs include two elements. First, they
include certain minimum requirements of a family for private consumption: adequate food,
shelter and clothing are obviously included, as would be certain household equipment and
furniture. Second, they include essential services provided by and for the community at large,
such as safe drinking water, sanitation, public transport, and health and educational facilities”
(ILO 1976: 32). For our analysis, a crucial assumption is that at least some basic needs “can
be set on the basis of scientific findings” (ILO 1976: 33) and that essential, “[...] fundamental
human needs are finite, few and classifiable; and [...] fundamental human needs [...] are the
same in all cultures and in all historical periods” (Max-Neef 1991: 18). These assumptions
ensure the applicability of Singer*s principle in the context of intergenerational justice.

Being a conception of justice, Brundtland-sustainability defines legitimate claims of
present and future generations with respect to the satisfaction of their basic needs. Thereby, it
poses an imperative on presently living persons. Such persons ought to act in accordance with
the norm of sustainability, that is, they ought to act such as to fulfill all these legitimate
claims. Taking a specific action always occurs in a concrete action context in which there
exists a set of feasible actions and in which knowledge about given system structures and
dynamics are crucial to choose actions that deliver desired outcomes. There thus exists a gap
between the abstract norm of sustainability and the specific action context, which needs to be
closed in economic thinking and modelling.

Responsibility

This gap can be closed with the concept of responsibility. Responsibility is a multifarious
notion. In the philosophical discussion of responsibility, at least three different aspects of the
notion have been distinguished. (1) The primary meaning of responsibility is being the
perpetrator of one®s own actions, that is, “[...] one ascribes an action to oneself and allows for
it to be thus ascribed” (Baumgirtner et al. 2006: 227). The primary meaning is purely
descriptive and has no moral relevance by itself. It simply states that 4 is responsible for X if
and only if 4 is the perpetrator of X.* This is a precondition of morality, as one can only be
morally praised or blamed for an action that can be ascribed to oneself.

(2) Often, we use ,,responsibility as a synonym for obligation (Williams 2008: 458). This
is what Baumgirtner et al. (2006) call the secondary meaning of responsibility. In this
meaning, responsibility attains a moral significance when obligations exist which a person

* We use the terms “basic” needs, “essential” needs and “fundamental” needs synonymously.

* The related and no less relevant question of which (future) consequences of one®s action can be
ascribed to oneself poses a number of intricacies in a world where several actors interact and there
are stochastic influences on system dynamics (Vallentyne 2008).
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morally has to accept, that is, 4 ought to do X (positive responsibility) or ought not to do X
(negative responsibility) for moral reasons. Such obligations arise for different reasons, one of
which are the legitimate claims that some claim holders have due to principles of justice. In
view of Brundtlad-sustainability, there exists a positive responsibility (in the sense of:
obligation to fulfill a legitimate claim), namely to satisfy the basic needs of the present
generation, and a negative responsibility, namely to not compromise the ability of future
generations to satisfy their basic needs.

(3) Williams (2008) defines a third meaning of responsibility: “Responsibility represents
the readiness to respond to a plurality of normative demands” (Williams 2008: 459). In other
words, responsibility is important whenever a person is facing a plurality of normative
obligations. This becomes relevant for sustainability as the Brundtland-notion of sustainability
contains two obligations: satisfying the basic needs of the present generation and not
compromising the ability of future generations to satisfy their needs.

Our notion of responsibility for sustainability encompasses these three meanings. That is,
our notion of responsibility is not purely descriptiv (primary meaning) but is essentially
normative, as it refers to an oblication that arises from some principles of justice (secondary
and third meaning).

To further sharpen this notion of responsibility, we need to specify who bears
responsibility for sustainability. In general, this could be every member of the present
generation, e.g. an individual, a group of individuals, a corporation, a nation state and so on.
The minimum requirement for being responsible is to be a person-like entity. Locke (1959:
264) defines a person as” “[a] thinking intelligent being that has reason and reflection and can
consider itself as itself, the same thinking thing, in different times and places.” A person or a
person-like entity’ is thus defined by intelligence, capacity for reason, self-awareness and
consciousness of time and space. With our focus on sustainability as intergenerational justice,
we consider only presently living persons to bear responsibility for Brundtland-sustainability,
while the whole present generation® and all future generations have legitimate claims due to
Brundtland-sustainability.

* Locke"s idea of what constitutes a person is not undisputed (see Gertler 2010 for a discussion). Yet,
it fits well with Singer"s understanding of a person.

> From here on, we use the term “person” in a broad sense including all “person-like entities” which
satisfy Locke"s definition.

® Note that the two groups of (1) the presently living generation, who holds legitimate claims to the
satisfaction of their basic needs according to Brundtland-sustainability, and (2) the presently living
persons or person like entities, who bear responsibility for sustainability, do not need to be
indentical. There may be members of the present generation who are not persons, and there may be
persons who are not members of the present generation. As an example of the former, a presently
living human infant has according to Brundtland-sustainability a legitimate claim that her basic
needs are satisfied, because she is part of the present generation. However, we do not consider an
infant as a responsible person, because she has not yet developed all characteristics of a person, such
as reason and reflection. As an example of the latter, a business corporation that can be considered as
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As we have now defined the subject (presently living persons), object (basic needs of present
and future generation) and justification (sustainability as justice) of our notion of
responsibility, we proceed with discussing the extent of responsibility. What are the limits of
a person’s responsibility for sustainability? There are two fundamental limits.

The first limit is the widely endorsed ,,ought-implies-can® criterion according to which one
can be only obliged to do what one actually can do.” Its rationale is that responsibility
presupposes the possibility of compliance: “[a]ction-guiding principles must fit human
capacities, or they become strange in a damaging way: pointless” (Griffin 1992: 123). The
possibility of compliance implicates that a person has the power and the knowledge to
comply. The power to comply refers to physical and mental abilities of the person as well as
to the availability and effectiveness of instruments or resources. For example, imagine the
situation of a drowning child. We do not hold a person responsible to save the child who is
unable to swim, who is mentally paralyzed or who has no means to call somebody else to save
the child. The knowledge to comply refers to situations in which a person cannot know the
legitimate claims of others or the implications of her actions. In the example, a person cannot
be held responsible to save the drowning child if she cannot know that the child is actually
drowning. Hence, power and knowledge limit one“s responsibility as they delineate the
possibility of compliance. In this paper, we focus on the power to comply, as defined by a
limited set of feasible actions, and leave questions related to knowledge for future research.®

The second limit concerns the legitimate claims of the person who bears responsibility.
Conceptions of justice define legitimate claims of some individuals or collectives. In the case
of Brundtland-sustainability, each member of the present and of future generations has a
legitimate claim with respect to the satisfaction of his or her basic needs. To satisfy this claim
is the responsibility of persons of the present generation. However, these persons have the
same legitimate claim with respect to their own basic needs. It follows that there may arise a
conflict between the obligation for the satisfaction of basic needs of others and the obligation
for the satisfaction of one*s own basic needs. But how exactly do the legitimate claims of a
responsible person limit the responsibility for fulfilling the legitimate claims of others? An
answer to this question is given by Singers principle.

a person-like entity because it has all the chartacteristics of a person (hence the name: “corporation”)
and, therefore, bears responsibility for sustainability, does not have any legitimate claim to the
satisfaction of its “basic needs” because these are only defined for individual human beings.

7 The ought-implies-can criterion goes back at least to Kant who maintained that responsibility as a
duty or obligation presupposes the possibility of compliance: “it would not be a duty to strive after a
certain effect of our will if the effect were impossible in experience* (Kant 1991: 62). Contemporary
philosophers, such as Singer (1993) or Griffin (1992), argue in a similar way that it would be “absurd
to say that we ought to do what we cannot do” (Singer 1993: 242).

¥ Krysiak (2009) discusses responsibility — yet, only in the primary menaing (i.e. ascription of
consequences to actors) — for the case in which a present actor acts under uncertainty.
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Singer’s principle

The utilitarian ethicist Singer starts with the normative assumption that suffering — e.g. from
lack of shelter or food or, more generally, from unsatisfied basic needs — is something bad.
Singers principle then states that “if it is in our power to prevent something bad from
happening, without thereby sacrificing anything of comparable moral importance, we ought,
morally, to do it (Singer 1972: 231). With “we”, Singer refers to persons in the sense of
Locke (1959) as defined above. Hence, all persons are responsible to prevent suffering of
others, e.g. from unsatisfied basic needs.

A crucial idea of Singers principle is that the claims of a responsible person are legitimate
in limiting this responsibility only to the extent that they are “of comparable moral
importance”. For instance, claims to consume cars, clothes, shoes, or concerts are, according
to Singer, not of comparable moral importance compared to the basic needs of suffering
persons. It follows that the obligation to prevent or remedy the suffering of others holds
insofar as the responsible person is not also suffering from unsatisfied basic needs. More
specifically, Singer defines that a responsible person ought to give’ “to the point of marginal
utility, at which by giving more one would cause oneself and one™s dependents as much
suffering as one would prevent [...]” (Singer 1972: 234). The point of marginal utility hence
provides an explicit definition of the relation of legitimate claims of the responsible person
and of those of other suffering persons. Responsibility for the latter extends up to the point
where positive and negative marginal effects of giving more are equal.

Singers principle is a modified version of the utilitarian principle. It differs from standard
utilitarianism as it states that minimizing suffering is morally more important than
maximizing the satisfaction of wants, thus introducing a lexicographic ordering. In this sense,
it is very well suited to specify the limits of responsibility for Brundtland-sustainability, as the
latter only defines that basic needs should be satisfied and not what ought to be done beyond
that point.

To apply the principle in the context of Brundtland-sustainability, we make the normative
assumption that unsatisfied basic needs of present and future generations are something bad.
All members of present and future generations suffer when their basic needs are not satisfied.
With this assumption, we apply Singer®s principle and limit the responsibility of present
persons to act responsibility by the point of marginal utility, at which by saving more
resources for future generations present persons would cause themselves as much suffering as
they would prevent in future generations.

Utilitarian notion of responsibility for sustainability

To sum up, the imperative of sustainability cannot imply an absolute obligation to attain a
particular (sustainable) state or development of the world. It does imply, though, the
responsibility to use the best available knowledge and power to, according to Brundtland

? Singer discusses the context in which a person can remedy suffering of others by “giving” a
donation. Hence his wording.



(WCED 1987), meet the needs of the present generation without compromising the ability of
future generations to meet their needs. Our utilitarian notion of responsibility for
sustainability can be summarized as follows:

Presently living persons are responsible for meeting the basic needs of the present
generation and not compromising the ability of future generations to meet their basic needs to
the extent of presently living persons* possibility of compliance and to the point of marginal
utility.

3 Model

There are two non-overlapping generations 7 =1,2.'° Both have preferences over consumption

, represented by a utility function () which is characterized by positive and decreasing
marginal utility. In the utility function, there is a distinction between consumption below and
above a level C®™ at which basic needs are satisfied. C®" is identical for both generations,

normalized to 1, and yields a utility level ( B ) = B

We further assume that to the extent that their basic needs are not yet satisfied, that is for
< B both generations have identical preferences. In terms of Singer*s ethics, unsatisfied
basic needs means that persons are suffering. The assumption thus states that any further unit
of food, shelter or medicine has the same marginal effect on every suffering person. In other

words, we assume persons to be equal in their suffering. Beyond the threshold where basic

needs are met, that is for > B

, their preferences may or may not be identical. Our
assumption of identical preferences below the basic needs level and diverging preferences
beyond that point is in line with e.g. the arguments of Partridge (2003) who states that “[...] it
is much easier to identify and address the causes of misery, than to promote the wellsprings of
happiness. This is especially so with regard to the future. Their pains and ours can be traced to
our common somatic needs and the status of the planetary ecosystem which sustains us both.
Their pleasures and satisfactions will come from developments in culture, taste and

technology that we cannot even imagine.”

The utility functions are given by:

for B for =1,2
’ 1
) { for B for =1,2, o
with 0 1. Marginal utility from consumption is thus strictly larger if the basic needs

are not met than if they are met. The utility functions are depicted in Figure 1:

1 . . . . . .
° For simplification, we assume that each generation consists of one representative person.
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Figure 1: Utility functions

Consumption is being generated from the (consumptive) use of a resource stock > 0. This
stock can be allocated between both generations such that each generation ¢ (¢ = 1,2) has an
endowment

i+ < ()
Each generation has a simple linear production technology represented by the function:

C)= 1, 3)

20 2D= 2. “4)

> 0 is an exogenous factor which can be broadly interpreted: either as productivity change
or as natural renewability/growth of the resource. There is no waste in production such that
every unit produced will be consumed.
min

With these assumptions, there exists a minimal resource endowment R which exactly

allows both generations to satisfy their basic needs:

: 1
=14 -, (5)

4 Definitions

Within this model, we now define resource allocations ( |, ;) to be sustainable, responsible,
Pareto-efficient, and Discounted-utilitarian-welfare-maximal. Further, we characterize each of
these resource allocations with necessary and sufficient conditions. An allocation is feasible if
the sum of the resource endowments is not larger than the total resource stock  (Eq. (2)).

In line with the Brundtland-conception (WCED 1987), sustainable allocations are defined
as meeting the basic needs of both generations.
8



Definition 1 (Sustainable allocations)
A feasible allocation ( |, ») is called sustainable if and only if it yields for all £ =1,2

() % o1 (6)

With this definition, sustainable allocations are characterized as follows.

Lemma 1
A feasible allocation ( |, ,) is sustainable if and only if it meets the following conditions:

(=1land ,>1/ (7)

The conditions for sustainable allocations are intuitive: both generations need a minimal
resource endowment, as defined by Eq. (7), to be able to satisfy their basic needs. The
minimal endowment of the second generation is contingent on . If is large (e.g. due to high
technological progress or natural resource growth), the second generation needs a small share
of the resource. A small (e.g. due to ecological degradation) requires a large resource share
for the second generation. Further, Eq. (7) shows that existence of sustainable allocations

requires that > ™",

Applying our notion of responsibility developed in Section 2 to this notion of
sustainability, we continue with the formal definition and necessary and sufficient conditions
of responsible allocations.

Definition 2 (Responsible allocations)
A feasible allocation ( | ,) is called responsible if and only if it yields for all £ =1,2

()= " =1 for~ > ™ ®)

d 1( 1( 1))d 1( 1)=d 2( 2( 2))d 2( 2) an — — min'

4" = for ~ < 9
d d d, d 1t oo for ©)

Our definition of responsible allocations distinguishes situations in which it is feasible to
satisfy the basic needs of both generations (Eq. (8)), and situations in which this is not
feasible (Eq. (9)). If it is feasible, obviously all allocations in which basic needs of both
generations are satisfied, are responsible. However, if the resource stock is too small, there
still exists a responsible allocation: the whole resource stock must be allocated such that there
are equal marginal utilities from consumption. This ensures that suffering in the sense of
Singer is minimized.

With this definition, responsible allocations are characterized as follows.

Lemma 2
A feasible allocation ( |, ,) is responsible if and only if it meets the following conditions:

, land , 1/ for min (10)



1 yand = ;+ , for ~ ™n, (11)

Lemma 2 shows that in the characterization of responsible allocations one needs to distinguish
two cases: one (Eq. (10)) in which attaining the underlying normative aim (here:
sustainability) is feasible, and one (Eq. (11)) in which it is not.

Now we define Pareto-efficient allocations.

Definition 3 (Pareto-efficient allocations)
A feasible allocation ( | ;) is called Pareto-efficient if and only if there does not exist
another feasible allocation ( }, ) such that ( ( ))= ( ( )) for all # =1,2 and

( (D)> ( ())foratleastone .

With this definition, Pareto-efficient allocations are characterized as follows.

Lemma 3
A feasible allocation ( | ,) is Pareto-efficient if and only if it meets the following condition:

S (12)

Since our model consists of one resource which can only be transformed into one good, and

there are no externalities, all allocations which use the entire resource stock must be Pareto-
efficient.

Next we define allocations which are a discounted-utilitarian-welfare maximum.

Definition 4 (Discounted-utilitarian-welfare maximum)
A feasible allocation ( |, ,) is called a discounted-utilitarian-welfare maximum if and only
if it solves:

max = ( (( D)+ (20 D)st = 1+ , (13)

2

In this definition, > 0 is a discount factor which is the weight of the utility of the second
generation in the overall welfare function. The special case of =1 means that no
discounting takes place.

With this definition, discounted-utilitarian-welfare maxima are characterized as follows.

Lemma 4
A feasible allocation ( |, ,) is a discounted-utilitarian-welfare maximum if and only if it
meets the following condition:

(! o( D2and” = [+ , for ™ (14)

(D () ad = ;+ , for < ™0 (15)
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Discounted-utilitarian-welfare maxima are characterized by equal discounted marginal utility
of both generations. Marginal utility of the second generation is weighed differently by the
discount factor than marginal utility of the first generation.

Our analysis adds to the discussion about the ethical legitimacy of discounting. In general,
there are three reasons for discounting (Gollier 2010). First, there is individual or societal
impatience or pure time preference. Yet, ever since Pigou (1920) it is clear that while this
argument may describe actual human behavior, it cannot be used normatively to justify
discounting. Second, there is the assumption of decreasing marginal utility and future
economic growth (Ramsey 1928). If there is higher consumption available in the future due to
economic growth, and if marginal utility is decreasing with the level of consumption,
intergenerational equity allows for discounting. Third, uncertainty about future outcomes
allows for discounting as it makes future well-being uncertain. All taken together, there seems
to be some ethical legitimacy in discounting, also in normative criteria of societal choice, at
least to a certain extent.

5 Results

In this section, we present our results. First, we discuss the properties of responsible
allocations. Further, we relate the necessary and sufficient conditions for responsible
allocations with the conditions for sustainable, Pareto-efficient, and discounted-utilitarian-
welfare maximum allocations.

Proposition 1 (Reponsibility)
If ~ > ™0 there exist infinitely many responsible allocations, characterized by Condition
(10). If ~ < ™" there exists a single responsible allocation, characterized by Condition (11).

Proof: Bq. (10) shows that there are infinite responsible allocations iff ~ ™" Eq. (11)
shows that there exists one responsible allocation iff min

This means, that in any case there exists a responsible allocation. If sustainability is feasible,
that is if = ™1, there exist infinitely many responsible allocations. This is due to the
Brundtland notion of sustainability which is blind for distributional aspects once all basic
needs are satisfied. Our notion of responsibility adds to this as it defines one responsible

allocation for ~ ™" when sustainability is not feasible. At this allocation, must be used
completely ( = |+ ,) and marginal utilities from consumption must be equal as required
by Singer“s principle (which is the case for ;| = ).

Proposition 2 (Sustainability)
If > mi“, each responsible allocation is also sustainable, and vice versa. In contrast, if

M the responsible allocation is not sustainable. Responsibility for sustainability is,
hence, equivalent to sustainability if and only if sustainability is feasible.
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Proof: Eq. (10) shows that there are infinitely many responsible allocations for > min
Comparison of Eq. (7) with (10) shows that all allocations satisfying Eq. (10) must also
satisfy Eq. (7). Comparison of Eq. (7) with (11) shows that an allocation satisfying Eq. (11)

cannot satisfy Eq. (7). i

Our model illustrates the common and diverging properties of the criteria of sustainability and
of responsibility for sustainability. They are equivalent whenever sustainability is feasible. If
it is not, they differ since then a responsible allocation exists while a sustainable allocation
does not exist. The criterion of responsibility thus provides action guidance even if it is not
feasible to attain the underlying normative objective (here: sustainability).

Proposition 3 (Pareto-efficiency)

If ~ > ™" there exist some responsible allocations which are also Pareto-efficient. These
are characterized by

= ;+ ,and =1land ,>1/ . (16)

Neither are all responsible allocations Pareto-efficient nor are all Pareto-efficient allocations

responsible. If < min - the responsible allocation, which is characterized by Condition (11),

is Pareto-efficient.

Proof: Comparison of Eq. (12) with (10) shows that some but not all allocations satisfying
Eq. (10) also satisfy Eq. (12),e.g. | =land ,=1/ for > ™" satisfies Eq. (10) but
not Eq. (12) whileall =1+ and ,=1/ for = mt L with >0 satisfy Eq. (10)
and Eq. (12). Comparison of Eq. (12) with Eq. (11) shows that an allocation satisfying Eq.
(11) also satisfies Eq. (12), as Eq. (12) is part of Eq. (11). But not all allocations satisfying Eq.
(12) satisfy Eq. (11), e.g. ;=1— and ,=1/ for = ™" — with >0. Eq. (16)
follows straightforwardly from Eq. (12) and Eq. (7). i

Since the Brundtland notion of sustainability does not require Pareto-efficiency, the criterion
of responsibility for sustainability does not require Pareto-efficiency if and only if sustainable
allocations are feasible. The Brundtland notion merely defines a minimum standard and
allows for wasteful allocations once the standard is achieved.

If sustainability is not feasible, the criterion of responsibility requires Pareto-efficiency in
order to minimize suffering in the sense of Singer.

Proposition 4 (Discounted-utilitarian-welfare maximum)

There uniquely exists a discounted-utilitarian-welfare maximum, characterized by Condition
(14) or (15). If no discounting takes place, = 1, the discounted-utilitarian-welfare-maximum
allocation is responsible. If, in contrast, discounting takes place, =+ 1, the following holds:

For > ™" the discounted-utilitarian-welfare maximum is a responsible allocation iff

12



min < < max. (17)

. min __ @1 (— l)al_l max __ @1 - _ l-a;
wit = ( and = ( ( 1)) )

For < ™1 the discounted-utilitarian-welfare maximum is not a responsible allocation.

Proof: For =1, comparison of Eq. (15) with Eq. (10) shows that all allocations satisfying
Eq. (15) must also satisfy Eq. (10). The same holds for Eq. (14) and Eq. (10) since < for
all t =1,2. For #1, using ,>1/ from Eq. (10) and ; 1 in Eq. (14) yields Eq. (17).
Comparison of Eq. (15) with Eq. (11) shows that an allocation satisfying Eq. (15) cannot
satisfy Eq. (11). i

Let us first discuss the case without discounting, that is = 1. If the resource stock is large
enough ( = mirl) so that sustainable allocations exist, the discounted-utilitarian-welfare
maximum must be sustainable and responsible since marginal utility of both generations is
strictly larger when the basic needs are satisfied (see Eq. (1)). Any non-sustainable allocation,
therefore, cannot be a discounted-utilitarian-welfare maximum. As there exist infinitely many
sustainable and responsible allocations in this case, the discounted-utilitarian-welfare
maximum is merely one out of many responsible allocations. If no sustainable allocations
exist (ie. < ™M), Singer"s principle requires that responsible allocations minimize
suffering which is simply a negative formulation of maximizing happiness and thus of the
principle of Utilitarianism. It follows that the responsible allocation in this case must be a

discounted-utilitarian-welfare maximum.

Now, let us discuss discounting, that is # 1. Discounting yields a sustainable and
responsible allocation if and only if there exist sustainable allocations and the discount rate is
within the range specified by Condition (17). The intuition is as follows. The Brundtland
notion of sustainability merely defines a minimum standard of sustainability as satisfied basic
needs. If this standard is feasible, discount rates that do not favor any generation too strongly
yield sustainable allocations. Discount rates not satisfying Condition (17) however, yield
allocations in which the basic needs of one generation cannot be satisfied and which are thus
neither sustainable nor responsible.

The range specified by Condition (17) has the following intuitive properties. Intuitively,
large technological progress () allows for larger discounting of future utility to be
responsible. A large resource stock () allows for a large discounting in general. Further, a
large (small) ratio of |/ , allows for larger (smaller) discounting of future utility to be
responsible, as it implies that marginal utility of the first generation is higher than of the
second generation.

If the resource stock is so small ( < min) that no sustainable allocation exists,
discounting is not responsible. Any unequal valuation of utility between generations will not
minimize suffering and, therefore, cannot be responsible. This result is interesting in light of
the two ethically acceptable arguments for discounting: consumption growth with decreasing

marginal utility, and uncertainty.

13



The argument of growth with decreasing marginal utility cannot be upheld in favor of
discounting if sustainability is not feasible, because it is already included in the criterion of
equal marginal utility. If there is growth in terms of a large , Eq. (11) shows that this yields a
larger resource share for the first generation in the responsible allocation. Any further
discounting can thus not be justified with this argument.'' The case of uncertainty is different.
In our model, we assume that there is no uncertainty. Uncertainty may thus not be an
argument for discounting in our model. However, incorporating uncertainty, about e.g. , in
the model, might very well justify discounting when sustainability is not feasible.

Figure 2 summarizes our main results for > ™"

W, (6 =1)

[;BN ..................

U™ U U
1

Figure 2: Illustration for > min o f responsible (R, dashed area), sustainable (S, dashed
area), Pareto-efficient (UPF) and discounted-utilitarian-welfare maximum (for example W,
and 17,) allocations.

The utility possibility frontier (UPF) — the curve connecting (0, ) and (' ;, 0) — contains all
Pareto-efficient allocations. On the UPF, we find the discounted-utilitarian-welfare maxima
(for example W, and W,). W, represents the special case of no discounting, thatis = 1. I,
< 1) such

represents the special case of discounting utility of the future generation ( = min

that , = 2B . In general, all discounted-utilitarian-welfare maxima lie on the UPF, with
their exact position determined by the discount rate. Discounting of future utility ( < 1) leads
to a discounted-utilitarian-welfare maximum somewhere on the UPF between W; and ( {, 0).
min

If the discount rate decreases below , the discounted-utilitarian-welfare maximum yields

" See also Roemer (2011: 374): "And if [future] societies are indeed ,richer, because of the
technological progress that takes place [...] and because we have saved the global commons for
them, and it turns out that the optimal policy has their consuming more than we do, their average unit
of consumption will not receive as much weight in the social-welfare function as our average unit
[...], which implements diminishing marginal utility. Why further discount their utility with positive
discount rates?"
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an allocation which is neither sustainable nor responsible.'> Allocations that are sustainable
(S) and responsible (R) are depicted by the dashed area which consists of the triangle

delimitedby ;= 7, ,=  and the UPF.

The picture changes fundamentally for ~ < ™ as shown in Figure 3:

U,
L
g o
7, e
[]BN ......................................
: R=Wy 3 =1)
W, (8 <1)
UPF
U™, U

1

Figure 3: Illustration for < min o f responsible (R), sustainable (S, dashed area), Pareto-
efficient (UPF), and discounted-utilitarian-welfare maximum (for example W, and W)

allocations.

Again, the UPF is connecting (0, ,) and ( , 0) and contains all Pareto-efficient allocations.
However, there is only one responsible allocation (R) which equals the discounted-utilitarian
welfare maximum W, for = 1. R and W; lie on the UPF but below satisfied basic needs
levels. Since sustainability is not feasible, there are no sustainable allocations on or below the
UPF, but all “sustainable” allocations (S, dahed area) would lie outside the UPF. We further
see that for discounting the utilty of the future generation, < 1, W, lies on the UPF
somewhere between R (=) and ( |, 0), with the exact position again depending on the
discount rate . Analogously, discounting of utility of the present generation, > 1, leads to a
discounted-utilitarian welfare maximum on the UPF somewhere between R and (0, ;). As
any +# 1 yields a discounted-utilitarian-welfare maximum below or above R, the discounted
utilitarian welfare maximum cannot be responsible. But as shown in Figure 3, it may lead to
an allocation in which one generation has its basic needs satisfied.

6 Conclusion

We have developed and formalized a utilitarian notion of responsibility which is inspired by
Singer*s (1972) principle and the Brundtland Commission®s notion of sustainability (WCED

"> The same reasoning applies for > , i.e. discounting of utility of the present generation.
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1987). Our results show that sustainabilty and responsibility for sustainability are equivalent if
and only if sustainability is feasible. If it is not, there still exists a responsible allocation which
is also Pareto-efficient. Further, the utilitarian welfare maximum without discounting always
fulfills the criterion of responsibility. Discounting may be responsible to a certain extent if
sustainability is feasible. If sustainability is not feasible, discounting is not responsible.

Our analysis demonstrates that reponsibility can be clearly and unambiguously
conceptualized in economic models. Such a conception of responsibility is, albeit simple,
neither trivial nor redundant, but adds specificity to the discussion about sustainability in two
respects: (1) it clearly specifies how to act if sustainability is not feasible; (2) in any case, it
specifies the balance between legitimate claims of present and future generations.

With these achievements, also the limits of our analysis are clear: we have built on a
specific idea of sustainability and on a specific ethics, both of which focus on the satisfaction
of basic needs (and, thus, go together very well). For other aspects of sustainability they are
less well suited, and other notions of responsibility will be needed.

The conceptualization of responsibility with our approach lays out a broad basis for future
research. In particular, the aspects of the possbility of compliance, namely the power and
knowledge to comply, should be analyzed more deeply. With respect to the power to comply,
there is the question of how the present generation can ensure that future generations are able
to satisfy their basic needs given that the presently living persons have several options. With
respect to knowledge, there immediately arises the problem of uncertainty, e.g. about
technological progress, which affects the responsibility of the present generation. Uncertainty
further raises the question of how much the present generation ought to invest in the reduction
of uncertainty. We think that our approach can be helpful in adressing these issues.

Acknowledgements

We are grateful to Nikolai Hoberg, Martin F. Quaas, Klara Helene Stumpf and Thomas Wein
for critical discussion.

References

Baumgidrtner, S., Faber, M. and Schiller, J. (2006). Joint Production and Responsibility in
Ecological Economics. On the Foundations of Environmental Policy. Edward Elgar,
Cheltenham.

Baumgirtner, S., Klauer, B., Petersen, T., Quaas, M.F., Schiller, J. and Stumpf, K.H. (2010).
Sustainability under uncertainty as responsibility. Paper presented at the Biennial

Conference of the International Society for Ecological Economics (ISEE),
Oldenburg/Bremen, August 22-25, 2010.

Brekke, K.A., Kverndokk, S. and Nyborg, K. (2003). An economic model of moral
motivation. Journal of Public Economics 87: 1967-1983.

16



Fleurbaey, M. (2008). Fairness, Responsibility, and Welfare. Oxford University Press,
Oxford.

Frey, B.S. (1997). Not Just for the Money. An Economic Theory of Personal Motivation.
Edward Elgar, Cheltenham, UK.

Gertler, B. (2010). Self~-Knowledge. Routledge, New York.
Gollier, C. (2010). Ecological discounting. Journal of Economic Theory 145: 812—829.

Griffin, J. (1992). The human good and the ambitions of consequentialism. Social Philosophy
and Policy 9(2): 118-132.

Heyes, A. and Kapur, S. (2011). Regulating altruistic agents. Canadian Journal of
Economics/Revue canadienne d'économique 44(1): 227-246.

[ILO] International Labour Organization (1976). Employment, Growth and Basic Needs: A
One-World Problem. Report of the Director-General of the International Labour Olffice.
Geneva.

Jonas, H. (1979). Das Prinzip Verantwortung: Versuch einer Ethik fiir die technologische
Zivilisation. Insel-Verlag, Frankfurt am Main. English translation: The Imperative of
Responsibility: In Search of an Ethics for the Technological Age. Chicago University
Press, Chicago. 1984.

Kant, 1. (1992 [1793]). Uber den Gemeinspruch: Das mag in der Theorie richtig sein, taugt
aber nicht fiir die Praxis. 5th Edition. Klostermann, Frankfurt am Main. English
translation: On the common saying: This may be true in theory, but it does not apply in
practice. In: Political Writings. Cambridge University Press, Cambridge. 1991: 61-92.

Krysiak, F.C. (2009). Sustainability and its relation to efficiency under uncertainty. Economic
Theory 41: 297-315.

Locke, J. (1959 [1690]). An Essay Concerning Human Understanding. Dover, New Y ork.

Max-Neef, M. (1991). Human Scale Development: Conception, Application, and Further
e flec ions. Apex Press, London.

Nyborg, K. and Rege, M. (2003). Does public policy crowd out private contributions to public
goods? Public Choice 115: 397-418.

Partridge, E. (2003). In search of sustainable values. International Journal of Sustainable
Development 6(1): 25-41.

Pigou, A.C. (1920). The Economics of Welfare. Macmillan, London.
Ramsey, F.P. (1928). A mathematical theory of saving. The Economic Journal 38: 543—559.

Roemer, J. (2011). The ethics of intertemporal distribution in a warming planet.
Environmental and Resource Economics 48(3): 363-390.

Singer, P. (1972). Famine, affluence, and morality. Philosophy and Public Affairs 1(3): 229—
243,

17



Singer, P. (1993). Practical Ethics. Cambridge, New York.

Vallentyne, P. (2008). Brute luck and responsibility. Politics, Philosophy & Economics 7: 57—
80.

[WCED] World Commission on Environment and Development (1987). Our Common
Future. Oxford University Press, Oxford.

Williams, G. (2008). Responsibility as a virtue. Ethical Theory and Moral Practice 11(4):
455-470.

18



Working Paper Series in Economics

(recent issues)

No.233:

No.232:

No.231:

No.230:
No.229:

No.228:

No.227:

No.226:

No.225:

No.224:

No.223:

No.222:

No.221:

No.220:

No.219:

No.218:

No.217:

No.216:

No.215:

Joachim Wagner: The Microstructure of the Great Export Collapse in German
Manufacturing Industries, 2008/2009, February 2012

Christian Pfeifer and Joachim Wagner. Age and gender composition of the workforce,
productivity and profits: Evidence from a new type of data for German enterprises,
February 2012

Daniel Fackler, Claus Schnabel, and Joachim Wagner: Establishment exits in Germany:
the role of size and age, February 2012

Institut flir Volkswirtschaftslehre: Forschungsbericht 2011, January 2012

Frank Schmielewski: Leveraging and risk taking within the German banking system:
Evidence from the financial crisis in 2007 and 2008, January 2012

Daniel Schmidt and Frank Schmielewski: Consumer reaction on tumbling funds —
Evidence from retail fund outflows during the financial crisis 2007/2008, January 2012

Joachim Wagner. New Methods for the Analysis of Links between International Firm
Activities and Firm Performance: A Practitioner’'s Guide, January 2012

Alexander Vogel and Joachim Wagner: The Quality of the KombiFiD-Sample of
Business Services Enterprises: Evidence from a Replication Study, January 2012

Stefanie Glotzbach: Environmental justice in agricultural systems. An evaluation of
success factors and barriers by the example of the Philippine farmer network MASIPAG,
January 2012

Joachim Wagner. Average wage, qualification of the workforce and export performance
in German enterprises: Evidence from KombiFiD data, January 2012

Maria Olivares and Heike Wetzel: Competing in the Higher Education Market: Empirical
Evidence for Economies of Scale and Scope in German Higher Education Institutions,
December 2011

Maximilian Benner: How export-led growth can lead to take-off, December 2011

Joachim Wagner and John P. Weche Geliibcke: Foreign Ownership and Firm Survival:
First evidence for enterprises in Germany, December 2011

Martin F. Quaas, Daan van Soest, and Stefan Baumgértner: Complementarity,
impatience, and the resilience of natural-resource-dependent economies, November
2011

Joachim Wagner. The German Manufacturing Sector is a Granular Economy, November
2011

Stefan Baumgértner, Stefanie Glotzbach, Nikolai Hoberg, Martin F. Quaas, and Klara
Stumpf: Trade-offs between justices , economics, and efficiency, November 2011

Joachim Wagner: The Quality of the KombiFiD-Sample of Enterprises from
Manufacturing Industries: Evidence from a Replication Study, November 2011

John P. Weche Geliibcke: The Performance of Foreign Affiliates in German
Manufacturing: Evidence from a new Database, November 2011

Joachim Wagner: Exports, Foreign Direct Investments and Productivity: Are services
firms different?, September 2011



No.214:

No.213:

No.212:

No.211:

No.210:

No.209:

No.208:

No.207:

No.206:

No.205:

No.204:
No.203:

No.202:

No.201:

No.200:

No.199:

No.198:

No.197:

No.196:

No.195:

Stephan Humpert and Christian Pfeifer. Explaining Age and Gender Differences in
Employment Rates: A Labor Supply Side Perspective, August 2011

John P. Weche Geliibcke: Foreign Ownership and Firm Performance in German
Services: First Evidence based on Official Statistics, August 2011
[forthcoming in: The Service Industries Journal]

John P. Weche Geliibcke: Ownership Patterns and Enterprise Groups in German
Structural Business Statistics, August 2011 [published in: Schmollers Jahrbuch / Journal
of Applied Social Science Studies, 131(2011), 4, 635-647]

Joachim Wagner: Exports, Imports and Firm Survival: First Evidence for manufacturing
enterprises in Germany, August 2011

Joachim Wagner: International Trade and Firm Performance: A Survey of Empirical
Studies since 2006, August 2011

Roland Olbrich, Martin F. Quaas, and Stefan Baumgértner: Personal norms of
sustainability and their impact on management — The case of rangeland management in
semi-arid regions, August 2011

Roland Olbrich, Martin F. Quaas, Andreas Haensler and Stefan Baumgértner. Risk
preferences under heterogeneous environmental risk, August 2011

Alexander Vogel and Joachim Wagner: Robust estimates of exporter productivity premia
in German business services enterprises, July 2011 [published in: Economic and
Business Review, 13 (2011), 1-2, 7-26]

Joachim Wagner. Exports, imports and profitability: First evidence for manufacturing
enterprises, June 2011

Sebastian Strunz: Is conceptual vagueness an asset? Resilience research from the
perspective of philosophy of science, May 2011

Stefanie Glotzbach: On the notion of ecological justice, May 2011

Christian Pfeifer. The Heterogeneous Economic Consequences of Works Council
Relations, April 2011

Christian Pfeifer, Simon Janssen, Philip Yang and Uschi Backes-Gellner. Effects of
Training on Employee Suggestions and Promotions in an Internal Labor Market, April
2011

Christian Pfeifer: Physical Attractiveness, Employment, and Earnings, April 2011

Alexander Vogel: Enthiillungsrisiko beim Remote Access: Die Schwerpunkteigenschaft
der Regressionsgerade, Marz 2011

Thomas Wein: Microeconomic Consequences of Exemptions from Value Added
Taxation — The Case of Deutsche Post, February 2011

Nikolai Hoberg and Stefan Baumgértner: Irreversibility, ignorance, and the
intergenerational equity-efficiency trade-off, February 2011

Sebastian Schuetz: Determinants of Structured Finance Issuance — A Cross-Country
Comparison, February 2011

Joachim Fiinfgelt and Glinther G. Schulze: Endogenous Environmental Policy when
Pollution is Transboundary, February 2011

Toufic M. El Masri: Subadditivity and Contestability in the Postal Sector: Theory and
Evidence, February 2011



No.194:

No.193:

No.192:
No.191:

No.190:

No.189:

No.188:

No.187:

No.186:

No.185:

No.184:

No.183:

No.182:

No.181:

No.180:

No.179:

No.178:

No.177:

Joachim Wagner: Productivity and International Firm Activities: What do we know?,
January 2011 [published in: Nordic Economic Policy Review, 2011 (2), 137-161]

Martin F. Quaas and Stefan Baumgértner: Optimal grazing management rules in semi-
arid rangelands with uncertain rainfall, January 2011

Institut fiir Volkswirtschaftslehre: Forschungsbericht 2010, Januar 2011

Natalia Lukomska, Martin F. Quaas and Stefan Baumgértner. Bush encroachment
control and risk management in semi-arid rangelands, December 2010

Nils Braakmann: The causal relationship between education, health and health related
behaviour: Evidence from a natural experiment in England, November 2010

Dirk Oberschachtsiek and Britta Ulrich: The link between career risk aversion and
unemployment duration: Evidence of non-linear and time-depending pattern, October
2010

Joachim Wagner: Exports and Firm Characteristics in German Manufacturing industries,
October 2010

Joachim Wagner: The post-entry performance of cohorts of export starters in German
manufacturing industries, September 2010

Joachim Wagner: From estimation results to stylized facts: Twelve recommendations for
empirical research in international activities of heterogenous firms, September 2010
[published in: De Economist, 159 (2011), 4, 389-412]

Franziska Dittmer and Markus Groth: Towards an agri-environment index for biodiversity
conservation payment schemes, August 2010

Markus Groth: Die Relevanz von Okobilanzen fiir die Umweltgesetzgebung am Beispiel
der Verpackungsverordnung, August 2010

Yama Temouri, Alexander Vogel and Joachim Wagner: Self-Selection into Export
Markets by Business Services Firms — Evidence from France, Germany and the United
Kingdom, August 2010

David Powell and Joachim Wagner: The Exporter Productivity Premium along the
Productivity Distribution: First Evidence from a Quantile Regression for Fixed Effects
Panel Data Models, August 2010

Lena Koller, Claus Schnabel und Joachim Wagner: Beschéaftigungswirkungen arbeits-
und sozialrechtlicher Schwellenwerte , August 2010
[publiziert in: Zeitschrift fir Arbeitsmarktforschung 44(2011), 1-2, 173-180]

Matthias Schréter, Markus Groth und Stefan Baumgértner: Pigous Beitrag zur
Nachhaltigkeitsékonomie, Juli 2010

Norbert Olah, Thomas Huth and Dirk Léhr: Monetary policy with an optimal interest
structure, July 2010

Sebastian A. Schiitz: Structured Finance Influence on Financial Market Stability —
Evaluation of Current Regulatory Developments, June 2010

Franziska Boneberg: The Economic Consequences of One-third Co-determination in
German Supervisory Boards: First Evidence from the German Service Sector from a
New Source of Enterprise Data, June 2010

[forthcoming in: Schmollers Jahrbuch / Journal of Applied Social Science Studies]

(see www.leuphana.de/institute/ivwl/publikationen/working-papers.html for a complete list)



Leuphana Universitat Lineburg
Institut fir Volkswirtschaftslehre
Postfach 2440
D-21314 Luneburg
Tel.: ++49 4131 677 2321

email: brodt@leuphana.de

www.leuphana.de/institute/ivwl/publikationen/working-papers.html



