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We show that participating in a market where individuals make predictions on future climate
outcomes and earn money when they are correct leads to an increase in concern about climate
change, support for climate action, and knowledge about global warming.

Large-scale implementation of such markets (i.e., by the federal government) could be used as: 1)
a tool in policymakers’ arsenal for behavior change, 2) a highly accurate future estimate
mechanism through the wisdom of the crowd, 3) a way to inject private money towards mitigation
efforts, or even 4) an instrument to fund climate policies using earnings made in a double-auction
by correct predictors.
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The policy problem

Over a third of the U.S. population believes that the seriousness of global warming is exaggerated,
suggesting that politicians proposing to enact costly policies to address it may be at risk of losing
their next election. While concern varies elsewhere, there is a large gap, globally, between the
level of concern exhibited and the level of support needed to meet climate change mitigation goals.
We propose a market-based mechanism, Climate Futures, to help close this gap. Our study shows
that participation in a climate prediction market increases concern about global warming and
support for climate action. At scale, such a mechanism could also generate a new branch of the
financial information sector dedicated to predicting the consequences of climate change, which
could have substantial economic value for steering mitigation measures. Further, provided that
each bet has a pre-determined arbiter for the outcome settlement, this market-based resolution
mechanism could be useful in other topics of potential controversy outside of climate action.

The findings



Participation in a climate prediction market, where individuals make predictions about climate
futures and earn/lose money based on their forecasting accuracy, increases concern about global
warming, support to mitigate the risks of climate change, and knowledge about climate issues.
This is true across levels of initial belief in climate change and political ideology. In one study
(with a polarized group of climate believers/skeptics) the shift in perspective was contingent on
winning (people who made money in their predictions also shifted their beliefs), whereas in a study
with a more moderate sample the changes occurred independent of winning. This research
provides a practical way to increase people’s concern about climate change, as well as a powerful
tool for policymakers to poll public opinion about climate issues, test potential future policies,
inject private money to a new financial instrument, and even use potential market gains towards
climate solutions.

The study

Participants completed surveys before and after engaging in a prediction market. The surveys
measured their climate concerns, support for climate action, and climate knowledge. Between the
surveys, participants were randomly assigned to either engage in a climate prediction market
(treatment), or a control group. In Study 1 (n=143) the control group sat idle, while in Study 2
(n=664) the control group engaged in a sports/entertainment prediction market. During the
prediction period, participants in the climate prediction market made bets about future climate
outcomes (i.e., “Will the number of wildfires in California exceed 5,500 by August 8, 2022?”).

Figure
Participants in a climate change prediction market (left) have shown an increase in their support
for remedial climate action (right), concern about climate change, and climate knowledge.

Messages for Policy

e Participation in a climate prediction market, where individuals make bets on outcomes and earn
money when they are correct, results in more climate concern, support, and knowledge.

e Climate prediction markets can be used by policymakers as a highly accurate polling mechanism.

e The market, at scale, can become a financial tool to infuse private money into climate efforts. It
can act as an exchange where those who hold inaccurate beliefs sponsor policies with the money
they lose.

e The prediction market allows policymakers to leverage the wisdom of the crowd to estimate
future outcomes based on the current value of the bet. This mechanism helps people overcome
the brain’s challenges in properly valuing distant consequence of current actions.

e The market acts as an agreed-upon referee and, through its anonymity, protects social standing
in groups where alignment with science on politicized issues results in exclusion.
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