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Abstract:
Udalov (2014) extended a collective goods problem through an Overlapping Generations Model where there
is a decision regarding the type of energy use, either fossil fuel versus renewable use energy. Udalov
introduced a politico-economic equilibrium contingent on the effort or commitment on renewable energy. We
provide his framework but further extended it, by using an eta parameter which provides intergenerational
concern among different generations, old versus youngsters. We depart from non-existent Udalov non-
concern of intergenerational generations, and extend it to use a parameter —eta — which reflects this concern.
We further provide a game, in the sense of game theory, where the politico economic equilibrium is
contingent on the intergenerational concern, which reflects strategic interaction among youngsters and old
people. Some politico-economic results at hand. As higher intergenerational concern - eta parameter- a tribute
to Stern’s (2004) report, the faster the pace of recuperation of a global common good, the lower level of
pollution, and politico-economic equilibria recovers the fastest (m) the investment in renewable energy.

Key-words:OLG model; Fossil versus renewable energy; Intergenerational concern; Pollution; Global commons.
JEL Codes: C70; D64; D70; 013; O19.
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Figura 1

Observed (1900-2020) and projected (2021-2100) changes in global surface temperature (relative to 1850-1900)
Source: (IPCC, 2023)
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Figure 4
Evolution of consumption by environmental
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Authors, 2023
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Evolugdo do consumo por qualidade ambiental
(parametrizado em 1, §, n=1, w=0,1 e u'=1)

Figure 5
Evolution of consumption by environmental

quality
Autors, 2023
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Figure 6
Evolution of consumption by environmental
quality

Autors, 2023
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Figure 10 .
NE Surface of Intergenerational ConcernAuthors, 2023 Fronteira de EN

0-0,03--0,02 ©-0,02--0,01 -0,01-0,00 ©=0,00-0,01 =0,01-0,02 0,02-0,03




UNIVERSIDADE DE EVORA
Active Research — Strategic Interaction: Nash Equilibria \l

Superficie de EN da Preocupagao Intergeracional
(parametrizada em 7, §, w=20 e u*=0)
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* Log linear deterministic model

Stochastic model

« Simulations contingent on the positive ortant

Cover the most important results to other ortants

« Equal intergenerational concern for young and old

Extend to different parameters for both generations
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