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A study on Applying Hyperbolic Social Discount Rate onto
the Benefit-Cost Analysis: Focused on
Appropriate Analytical Time Span

Sang Kyum Kim*

ABSTRACT : This study analyzes the effect of applying hyperbolic social discount rate onto the results
of benefit-cost analysis of environmental public investment projects in Korea. In order to check the
application possibility to the actual feasibility study, the discount factors generated by hyperbolic
function, rather than traditional exponential one, would be applied to the benefit and cost data from the
pre-feasibility studies which peformed for environmental public investment projects. The results of this
study shows that using hyperbolic social discount rate is effective for enhancing test results, only under
the condition of which the full expansion of the time periods of analysis is satisfied. According to the
simulation results of this study, to achieve higher benefit/cost ratio by using hyperbolic social discount
rate, the period should be increased up to 120 to 150 years at least.
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