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ABSTRACT

Climate change presents one of the most significant economic challenges of the 21st
century, affecting global markets, labor productivity, and resource allocation. Economic
education plays a crucial role in fostering a deeper understanding of climate-related issues,
equipping policymakers, businesses, and individuals with the knowledge needed to drive
sustainable policies. This article explores the economic implications of climate change,
including externalities, market failures, and policy responses. It also examines how integrating
climate economics into education can promote sustainability, encouraging informed decision-
making and responsible resource management. By strengthening economic literacy on climate
issues, societies can adopt more effective policies, leading to long-term environmental and
economic stability.
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INTRODUCTION

Climate change is not just an environmental issue—it is a fundamental economic
challenge that disrupts global markets, supply chains, and financial systems. Rising
temperatures, extreme weather events, and environmental degradation create economic costs
that demand urgent policy responses (Bangay, 2022).

However, effective solutions require an informed public and policymakers with a strong
grasp of economic principles. Economic education can help bridge the gap between climate
science and policy implementation by teaching key concepts such as externalities, cost-benefit
analysis, and sustainable resource management (Firnando, 2023).

The economic consequences of climate change are vast, affecting multiple sectors,
including agriculture, energy, healthcare, and infrastructure. Extreme weather events increase
costs for disaster recovery, while rising sea levels threaten coastal economies (Gowdy, 2008).

Moreover, climate change exacerbates income inequality, as vulnerable communities
bear the greatest burden. Without intervention, the long-term economic costs of climate change
could far exceed the investments required for mitigation and adaptation strategies (Katyal,
2009).

One of the main economic challenges associated with climate change is market failure,
particularly in the form of negative externalities. Greenhouse gas emissions impose costs on
society that are not reflected in market prices, leading to overconsumption of fossil fuels and
underinvestment in sustainable alternatives. Without proper interventions, markets fail to
allocate resources efficiently, resulting in environmental degradation. Economic policies such
as carbon pricing, emissions trading systems, and subsidies for renewable energy aim to correct
these market failures (Mochizuki & Bryan, 2015).
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Economic education plays a pivotal role in shaping public attitudes and policy decisions
regarding climate change. By integrating climate economics into curricula at schools and
universities, future generations can better understand the trade-offs associated with
environmental policies. Teaching economic concepts like externalities, public goods, and
sustainable development helps individuals and businesses make informed choices that align
with long-term environmental goals (Munasinghe, 2001).

One of the most effective economic tools for addressing climate change is carbon
pricing, which includes carbon taxes and cap-and-trade systems. These policies internalize the
environmental costs of carbon emissions, encouraging businesses and consumers to reduce
their carbon footprint. However, successful implementation requires public support, which can
be strengthened through comprehensive economic education. Understanding how carbon
pricing influences consumer behavior, production costs, and innovation can lead to more
effective climate policies (Nordhaus, 2007).

A transition to a green economy presents economic opportunities, particularly in the
areas of renewable energy, sustainable agriculture, and environmental conservation.
Investments in clean technology not only reduce emissions but also drive job creation and
economic growth. However, misinformation and a lack of economic literacy often hinder
policy support. Educating the workforce on the benefits of green industries can facilitate the
transition toward a more sustainable economy (O’Neill et al, 2020).

Despite its importance, climate-focused economic education faces several challenges.
Many educational systems do not prioritize environmental economics, and climate policies are
often politically controversial. Additionally, misinformation and ideological divides can
prevent effective learning. Addressing these challenges requires integrating climate economics
into standard curricula, promoting interdisciplinary approaches, and fostering critical thinking
skills (Rosa et al, 2015).

Climate change is a global issue that requires international cooperation. Countries with
strong economic education frameworks can collaborate on policy research, technology
transfers, and best practices. International organizations, such as the United Nations and the
World Bank, play a crucial role in funding climate education initiatives and supporting
economic research on sustainable development. Strengthening global cooperation in climate
economics education can lead to more cohesive and effective policy responses (Stern, 2008).

CONCLUSION

The economics of climate change is a critical field that influences both policy decisions
and everyday choices. Without widespread economic literacy on climate issues, sustainable
policies may face resistance or inefficiency in implementation. By incorporating climate
economics into education at all levels, societies can equip future generations with the tools
needed to make informed, responsible decisions. Investing in economic education today can
lead to a more sustainable and prosperous future for all.
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