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COURSE 609: CLIMATE CHANGE ECONOMICS

Course Description

This course focuses on climate change from an economic perspective. The problem is
characterised as one of regulating a global stock externality in an intertemporal setting
and in the presence of uncertainty and irreversibility. Topics covered include gconomic
impacts of climate change, climate policy with regard to mitigation and adaptation and
international cooperation. Tools of analysis include dynamic optimisation, econometrics
and game theory.
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Topics

[

’L 1. Climate modeling: various modelling approaches to analyse climate-economy
}' interactions including Integrated Assessment Models (IAMs).

|

2. The choice of discount rate for climate change policy: role of (and justification for)
a pure rate of time preference; role of discounting in climate change policy.

| ‘ 3. Social cost of carbon (SCC): determinants of the shadow price of carbon in
integrated climate-economy models.

4. Technical change and fossil energy consumption: responses to climate change in an
endogenous growth model with clean and dirty technologies; implications ofa
transition to clean technologies in an TAM; green paradox; carbon leakage.

5 ‘Tipping points’ or non-linearities in the climate system and their role in formulating
climate policy: fat tail probability distributions and the Weitzman Dismal Theorem

6. Mitigation (tradable permits, carbon taxes, geoengineering)

7. Impacts and Adaptation: economic impacts of climate change (focus on developing
countries); adaptation.

8 Environmental treaties: applying non-cooperative and co-operative games.
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