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PADM-GP 2472  

Climate Economics Spring 

2022  

Instructor Information  
● Pascal Weel, Senior Bank Examiner at the Federal Reserve Bank of New York  

● Email: pascal.weel@nyu.edu  

● Office Address: NYU Wagner, Puck Building, 3rd floor.  

● Office Hours: Generally Fridays, 2:00 – 4:00 p.m., in person or via Zoom 

(https://nyu.zoom.us/j/96217583985) or by appointment. Please email 

natalia.velandia@nyu.edu to set up an appointment. 

 

Course Information  
● Class Meeting Times: Wednesdays, 6:45-8:25 p.m.  

● Class Location: 194 Mercer Street, Room 204 or, as needed1, Zoom:  

https://nyu.zoom.us/j/93612191857   

 

Course Prerequisites  
Formally, the prerequisites are CORE-GP 1018 Microeconomics and (concurrently) CORE-GP 

1011 Statistical Methods — or the equivalent classes. 

  

Informally, the main prerequisite is that we need to speak the same language. Please contact 

me after the first class, if you don’t meet the formal requirements, or if you have other questions 

or concerns. 

  

Course Description  
Economics—misguided market forces—is at the core of most environmental problems.  

Economics—guiding market forces in the right direction—is also fundamental to the solution.  

                                                
1 If you feel sick and/or have COVID 19 symptoms, you may connect via Zoom. Otherwise, in-person 

attendance is encouraged. I intend to provide a live Zoom connection for the first two weeks, and will 

evaluate thereafter on the way forward.  

https://www.linkedin.com/in/pascalweel/
https://www.linkedin.com/in/pascalweel/
https://nyu.zoom.us/j/96217583985
https://nyu.zoom.us/j/96217583985
https://nyu.zoom.us/j/96217583985
https://nyu.zoom.us/j/93612191857
https://nyu.zoom.us/j/93612191857
https://wagner.nyu.edu/education/courses/microeconomics-for-public-management-planning-and-policy-analysis
https://wagner.nyu.edu/education/courses/microeconomics-for-public-management-planning-and-policy-analysis
https://wagner.nyu.edu/education/courses/microeconomics-for-public-management-planning-and-policy-analysis
https://wagner.nyu.edu/education/courses/statistical-methods-for-public-nonprofit-and-health-management
https://wagner.nyu.edu/education/courses/statistical-methods-for-public-nonprofit-and-health-management
https://wagner.nyu.edu/education/courses/statistical-methods-for-public-nonprofit-and-health-management
https://wagner.nyu.edu/education/courses/statistical-methods-for-public-nonprofit-and-health-management
https://wagner.nyu.edu/education/courses/statistical-methods-for-public-nonprofit-and-health-management
https://wagner.nyu.edu/education/courses/statistical-methods-for-public-nonprofit-and-health-management
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In this course we develop some of the fundamental economic tools for environmental policy 

analysis and management: Economics 101 applied to environmental problems—often, though 

  

not exclusively, focused on climate change.  

We will also go well beyond that initial Econ 101 take, narrowly defined. In fact, focusing 

exclusively on Econ 101 may sometimes be positively misleading. 

  

For example, Econ 101 traditionally tells us to price each ton of carbon dioxide (CO2) emitted 

into the atmosphere, and to get out of the way. Markets will take of the rest. 

  

Not so fast.   
Econ 102 tells us that not only is there a negative carbon spillover of economic activity, but also 

a positive learning-by-doing one. Installing the first rooftop solar panel is costly. The one 

hundredth is already cheaper. The millionth is a breeze. That goes for any individual roofer. It 

also goes for entire countries, and it is at the heart of policies from California’s Solar Initiative 

(formerly, its Million Solar Roofs Initiative) to Germany’s Energiewende (energy transition). 

  

Then there’s Political Economy 101. Shouting “carbon tax” all day long will not make it so. In 

fact, subsidizing clean technologies may even be a necessary step to get a price on CO2 

passed in the first place. 

  

We will discuss this and similar examples, applying Econ 101 (and 102) to the real world, 

keeping Political Economy 101—and real-world politics—in mind every step along the way. 

  

I am taking over this class from Gernot Wagner, hence the materials contain a healthy dose of 

his writings. I have worked on climate risk at the European Central Bank and currently at the 

New York Fed, and will mix in those perspectives where relevant. 

  

And to keep the Fed’s lawyers happy: opinions expressed by me do not necessarily reflect the 

views of the management of the Federal Reserve Bank of New York or of the Board of 

Governors of the Federal Reserve System. There, I wrote it. 

  

Course and Learning Objectives  
The course has three goals: 

  
#1 build our environmental economic policy toolkit and know when to apply which tool;  

#2 communicate the results of our analyses in plain English;  

#3 make better-informed environmental policy decisions, all while distinguishing between 

positive analyses and normative judgements. 

  

Each student is expected to prepare a brief presentation (5-10 minutes) related to the materials 

of a particular week and be prepared to discuss their topic with the class. Please indicate by 

Thursday 27 January if you have a preference for one or more particular weeks and I’ll 
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take that under consideration (but no guarantees!) when allocating the slots, starting in 

week 2. I will be lenient in my grading for those that take one of the first slots. 

  

Further, two problem sets, two brief (800-word) op-eds or policy memos will reinforce class 

discussions. The latter will also ask you to pick a side. Think Economist leader: crisp, logical, 

and always with a well-justified point of view. 

  

Learning Assessment Table  

Course Objective Covered  Corresponding Assignment  

#1  Two problem sets  

#2 and #3  Two policy memos  

#2 and #3  One brief presentation   

#1, #2, and #3  In-class midterm exam  

#1, #2, and #3  Final exam  

  

Required Readings  
There are two required texts for the class: Nathaniel Keohane and Sheila Olmstead’s Markets 

and the Environment, Second Edition (Island Press, 2016). As the book description says, “The 

authors provide a concise yet thorough introduction to the economic theory of environmental 

policy and natural resource management.” It is not a textbook, but it is a comprehensive, logical 

presentation we will use throughout the semester—and it does have graphs and tables. We will 

refer to it as “TEXT” throughout this syllabus. 

  

The second, Gernot Wagner’s But will the planet notice? How Smart Economics Can Save the 

World (Farrar, Strauss & Giroux/Hill & Wang, 2011). It also is decidedly not a textbook. It is a 

comprehensive introduction to fundamental economic thinking applied to environmental 

problems. And it tries to do so in a readable, fun way. Where TEXT has graphs and tables, it 

has cartoons. We will refer to it as “PLANET” throughout this syllabus. 

  

There will be several other materials, ranging from lecture notes/slides to peer-reviewed 

academic papers to news articles, to brief excerpts from another book of Gernot Wagner, 

Climate Shock (Princeton, 2015), joint with the late Martin Weitzman. All of those will be 

available online via the course Brightspace site (except PLANET, of which physical copies 

should be available at NYU libraries). 

  

Beginning with week 2 of the course, come prepared to class having done the readings for the 

day, including any lecture notes/slides. We will use class times to (briefly) review the most 

important concepts and then spend the bulk of the time discussing the merits and demerits of 

the tools and applying them to real-world situations, in part based on your presentations. 

  

https://islandpress.org/books/markets-and-environment-second-edition
https://islandpress.org/books/markets-and-environment-second-edition
https://islandpress.org/books/markets-and-environment-second-edition
https://islandpress.org/books/markets-and-environment-second-edition
https://islandpress.org/books/markets-and-environment-second-edition
https://islandpress.org/books/markets-and-environment-second-edition
https://gwagner.com/books/but-will-the-planet-notice/
https://gwagner.com/books/but-will-the-planet-notice/
https://gwagner.com/books/but-will-the-planet-notice/
https://gwagner.com/books/but-will-the-planet-notice/
http://www.climateshock.org/
http://www.climateshock.org/
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Some might call that a “flipped classroom”: go through the fundamentals at home on your own 

time, then spend class time with hands-on exercises. We don’t quite go all the way. There will 

be problem sets and essays to do on your own. But we will generally focus class time on the 

how and why—including the why not—rather than just the what.  

Assessment Assignments and Evaluation 
 

Type Description % 

Problem sets Two problem sets, 5% each. 10% 

Short essays Two short essays, 5% each. 

You might call them “policy memos.” You might call them “op- 

eds.” Either way, these short essays have a point of view, they are 

well argued, and they come in at just around 800 words (sans 

bibliography). Make sure to use proper citations of materials, 

including those from the syllabus.  

 

10% 

Presentation Brief presentation (~10 minutes) related to the materials of a 

 10% particular week. There should be a clear basis in that 

week’s readings, but it should go beyond that (e.g., a critical 

assessment, current / local application, or you could leverage, 

where relevant, the Discussion Questions towards the end of 

TEXT, but be sure to look at some of the more challenging ones). 

Be prepared to discuss your presentation with the class. I will 

allocate as from week 2, taking under consideration (but no 

guarantees!) any stated preferences. For the presentation in week 

2, you may refer to the materials from either the first or the second 

week. For your grade, I will consider the following: your mastery of 

the subject matter; critical thinking; creativity (e.g., ability to 

translate that week's topic to a current/local issue); the extent to 

which your topic invites a discussion; quality of your 

input/responses in the ensuing class discussion. 

10% 

Midterm exam Exam with numerical problems and (brief) essay questions, 

mimicking the structure of the course—including problem sets and 

short essays.  

 

20% 

Final Exam Exam with numerical problems and (brief) essay questions, 

mimicking the structure of the course—including problem sets and 

short essays. 

40% 

Participation Actively engage with the readings and participate in class 

discussions.  

Bonus points for anyone able to point to recent news stories or 

other readings relevant to the topic at hand. Please post them, by 

9:00 p.m. the night before each class, on NYU Classes and be 

prepared to elaborate during class. 

10% 

Total  100% 
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All written assessments are individual. Discuss the topic with each other; join up in reading groups; 

come to office hours alone or in groups to discuss details, but submit your own, individual problem 

sets and essays. 

  
Problem sets are due, electronically via NYU Courses, by the beginning of class on February  

16th and April 6th. Essays are due via NYU Classes by the beginning of class on February 

23rd and April 27th. You will be given a 1-week grace period if your presentation coincides 

with one of these dates. 

  

If you need more time, you will need to optimize in light of the following time-grade tradeoff: You 

will lose ½ point (out of a possible 5 for each assignment, problem set or essay) immediately, 

and another ½ point for each additional 24 hours the assignment is late. 

  

To request a regrade on any assignment, send me an email with your full assignment attached, 

explaining your request within 1 week of receiving the graded assignment. I will re-grade the 

entire assignment—grades may increase or decrease as a result. 

  

Overview of the Semester  
● Week 1 

o Date: 26 January 2022  

o Topic: How costly is climate change, and why does it matter? Aka How to think 

like a climate/environmental economist  

o Tools/concepts: Introduction to “the mother of all benefit-cost analyses”  

● Week 2 

o Date: 2 February 2022 

o Topic: Climate Risk, Prudential Supervision and Green Swans 

o Tools/concepts: Types of climate risk (physical/transition), transmission 

mechanisms, role of prudential supervision  

● Week 3 

o Date: 9 February 2022  

o Topic: Costs and benefits of environmental protection  

o Tools/concepts: Negative externalities, net present value (NPV) analysis, BCA, 

and some alternative decision criteria  

● Week 4 

o Date: 16 February 2022 

o Topic: How far how fast on climate? Aka what’s the “optimal” carbon 

price?  

o Extra: Planned guest speaker, Toan Phan, senior research economist 

at the Federal Reserve Bank of Richmond 

o Tools/concepts: Economic optimality, the limits of BC 

o Deliverable: Problem set 1 due by 6:45 p.m. via NYU Classes  
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● Week 5 

o Date: 23 February 2022 

o Topic: Optimal extraction of non-renewable resources 

o Tool/concept: Hotelling Rule  

o Deliverable: Essay 1 due by 6:45 p.m. via NYU Classes  

● Week 6 

o Date: 2 March 2022  

o Topic: Renewable resources & common property problems  

o Tools/concepts: Public goods, tragedy of the commons  

● Week 7: MIDTERM EXAM  

o Date: 9 March 2022 

  

14-20 March 2022: Spring Recess 

 

● Week 8 

o Date: 23 March 2022  

o Topic: Economics of pollution control  

o Tools/concepts: Negative externalities, efficiency, cost-effectiveness, domestic 

instrument choice (under certainty)  

● Week 9 Date: 30 March 2022 

o Topic: Prices vs. Quantities 

o Tool/concept: Instrument choice under uncertainty; experience with 

economic policy instruments  

● Week 10  

o Date: 6 April 2022 

o Topic: Prices vs. Subsidies  

o Tool/concept: Positive learning-by-doing 

externalities 

o Deliverable: Problem set 2 due 6:45 p.m. 

via NYU Classes  

● Week 11  

o Date: 13 April 2022  

o Topic: Global (warming) problem, global solution  

o Tool/concept: International policy choice, game theory of climate negotiations  

● Week 12  

o Date: 20 April 2022 o Topic: Limits to growth? Aka Mind versus Matter 

o Tool/concept: Sustainability, green accounting, technology 

progress  

● Week 13  

o Date: 27 April 2022  

o Topic: What could possibly go wrong? Aka The Three Horsemen of the 

Climate Policy Apocalypse: Rebound, Spatial & Temporal Leakage 

o Tool/concept: Rebound effect, spatial leakage, Green Paradox 

(temporal leakage)  

● Week 14 
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o Date: 4 May 2022  

o Topic: How to make the planet notice Aka Economic thinking applied 

to environmental problems  

o Tools/concepts: Review & wrap-up o Deliverable: Essay 2 due by 6:45 

p.m. via NYU Classes 

● Week 15: FINAL EXAM (exact date to be announced via Announcement in 

Brightspace) 

 

Detailed Course Overview  
“TEXT” here will refer to: Keohane, Nathaniel and Sheila Olmstead, Markets and the 

Environment, Second Edition, Island Press, 2016. (Note this is the second edition, 

considerably  updated from the first.) 

  

“PLANET” here will refer to: Wagner, Gernot, But will the planet notice? How Smart Economics 

Can Save the World, Farrar, Strauss & Giroux/Hill & Wang, 2011. (Page number are equal 

across hardcover, paperback, and electronic editions.) 

  

WEEK 1: How costly is climate change, and why does it matter? Aka How 

to think like a climate/environmental economist 

  

Readings  

1. Wagner, Gernot and Martin L. Weitzman, Climate Shock: the economic consequences of 

a hotter planet, Princeton University Press, 2015: Preface, pp. ix-xi.  

2. TEXT, pp. 1-34, 80-90: Introduction, Chapter 2 "Economic Efficiency and Environmental 

Protection" and Chapter 5 "Market Failures in the Environmental Realm", the first two 

subsections: “Externalities” and "Public Goods.”  

3. PLANET, pp. 3-14: Preface “Doing Good.”  

4. Wagner, Gernot. “Why Oil Giants Figured Out Carbon Costs First.” Bloomberg Green 

Risky Climate column, 22 January 2020. 

 

 

Recommended Reading2
  

1. Coase, Ronald. “The Problem of Social Cost,” Journal of Law and Economics 3, 1960:  

pp. 1-44. 

 

WEEK 2: Climate Risk, Prudential Supervision & Green Swans 

  
Readings  

1. Please make sure you review last week’s readings, especially if you didn’t do so 

already before the first class.  

                                                
2 Recommended readings are typically academic, oft-technical papers that aren’t required but good tohave 

taken a look at. Coase’s essay is not, in fact, technical. It surely is a classic, though.  

https://islandpress.org/books/markets-and-environment-second-edition
https://islandpress.org/books/markets-and-environment-second-edition
https://islandpress.org/books/markets-and-environment-second-edition
https://islandpress.org/books/markets-and-environment-second-edition
https://islandpress.org/books/markets-and-environment-second-edition
https://gwagner.com/books/but-will-the-planet-notice/
https://gwagner.com/books/but-will-the-planet-notice/
https://gwagner.com/books/but-will-the-planet-notice/
https://gwagner.com/books/but-will-the-planet-notice/
https://gwagner.com/books/but-will-the-planet-notice/
http://www.climateshock.org/
http://www.climateshock.org/
http://www.climateshock.org/
http://www.climateshock.org/
http://www.climateshock.org/
http://www.climateshock.org/
https://gwagner.com/risky-climate-exxon-scc/
https://gwagner.com/risky-climate-exxon-scc/
http://www.jstor.org/stable/724810
http://www.jstor.org/stable/724810
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2. Bolton, Patrick et al., “The green swan: Central banking and financial stability in the 

age of climate change”, January 2020. [Focus on Executive Summary, Sections 1 & 2 

and Conclusion]  

3. Network for Greening the Financial System, First Comprehensive Report: “A call for 

action, Climate change as a source of financial risk”, April 2019. Focus on Executive 

Summary and Section 1. 

 

Recommended Readings  
1. European Central Bank, “Guide on climate-related and environmental risks”, November 

2020. [Focus on Sections 1 and 3]  

2. European Central Bank, “The clock is ticking for banks to manage climate and 

environmental risks”, Supervision Newsletter 18 August 2021.  

3. Rudebusch, Glenn D., “Climate Change Is a Source of Financial Risk”, Federal Reserve 

Bank of San Francisco Economic Letter, February 8, 2021. 

 

WEEK 3: Costs and benefits of environmental protection 
 

Readings  
1. TEXT, pp. 35-68: Chapter 3 "The Benefits and Costs of Environmental Protection."  

2. Arrow et al, "Is There a Role for Benefit-Cost Analysis in Environmental, Health, and 

Safety Regulation?" Science 272(5259), 1996: pp. 221-222. 

 

Recommended Readings  

1. Arrow et al., “Determining Benefits and Costs for Future Generations.” Science 

341(6144), 2013: pp. 349-350.  

2. Gayer and Viscusi, “Resisting Abuses of Benefit-Cost Analysis,” National Affairs, Spring 

2016  

3. Sign up for Federal Reserve Bank of San Francisco Virtual Seminar on Climate 

Economics for 10 February 2022 with William Nordhaus: “Climate Policy after COPs” (or 

listen to the recording, which should become available some time after the seminar). 

 

WEEK 4: How far how fast on climate? Aka what’s the “optimal” carbon 

price? 

 

Readings  

1. William D. Nordhaus, “Why the global warming skeptics are wrong,” New York Review of 

Books (March 22, 2012).  

2. Wagner, Gernot and Martin L. Weitzman, Climate Shock: the economic consequences of 

a hotter planet, Princeton University Press, 2015: chapter 3, “Fat Tails.” 

 

Recommended Readings  

1. U.S. Office of Management and Budget, Technical Support Document: Social Cost of 

Carbon for Regulatory Impact Analysis, August 2016 update. [Don’t read in detail. Look 

at the gist, and the summary tables]  

https://www.bis.org/publ/othp31.pdf
https://www.bis.org/publ/othp31.pdf
https://www.bis.org/publ/othp31.pdf
https://www.bis.org/publ/othp31.pdf
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_first_comprehensive_report_-_17042019_0.pdf
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_first_comprehensive_report_-_17042019_0.pdf
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_first_comprehensive_report_-_17042019_0.pdf
https://www.ngfs.net/sites/default/files/medias/documents/ngfs_first_comprehensive_report_-_17042019_0.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.202011finalguideonclimate-relatedandenvironmentalrisks~58213f6564.en.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.202011finalguideonclimate-relatedandenvironmentalrisks~58213f6564.en.pdf
https://www.bankingsupervision.europa.eu/press/publications/newsletter/2021/html/ssm.nl210818_5.en.html
https://www.bankingsupervision.europa.eu/press/publications/newsletter/2021/html/ssm.nl210818_5.en.html
https://www.bankingsupervision.europa.eu/press/publications/newsletter/2021/html/ssm.nl210818_5.en.html
https://www.bankingsupervision.europa.eu/press/publications/newsletter/2021/html/ssm.nl210818_5.en.html
https://www.frbsf.org/economic-research/publications/economic-letter/2021/february/climate-change-is-source-of-financial-risk/
https://www.frbsf.org/economic-research/publications/economic-letter/2021/february/climate-change-is-source-of-financial-risk/
https://science.sciencemag.org/content/272/5259/221
https://science.sciencemag.org/content/272/5259/221
https://science.sciencemag.org/content/272/5259/221
https://science.sciencemag.org/content/272/5259/221
https://science.sciencemag.org/content/272/5259/221
https://science.sciencemag.org/content/341/6144/349
https://science.sciencemag.org/content/341/6144/349
https://www.nationalaffairs.com/publications/detail/resisting-abuses-of-benefit-cost-analysis
https://www.nationalaffairs.com/publications/detail/resisting-abuses-of-benefit-cost-analysis
https://www.frbsf.org/economic-research/events/2022/february/william-nordhaus-climate-seminar/
https://www.frbsf.org/economic-research/events/2022/february/william-nordhaus-climate-seminar/
https://www.frbsf.org/economic-research/events/2022/february/william-nordhaus-climate-seminar/
http://www.nybooks.com/articles/archives/2012/mar/22/why-global-warming-skeptics-are-wrong/
http://www.nybooks.com/articles/archives/2012/mar/22/why-global-warming-skeptics-are-wrong/
http://www.climateshock.org/
http://www.climateshock.org/
http://www.climateshock.org/
http://www.climateshock.org/
http://www.climateshock.org/
http://www.climateshock.org/
https://www.epa.gov/sites/production/files/2016-12/documents/sc_co2_tsd_august_2016.pdf
https://www.epa.gov/sites/production/files/2016-12/documents/sc_co2_tsd_august_2016.pdf
https://www.epa.gov/sites/production/files/2016-12/documents/sc_co2_tsd_august_2016.pdf
https://www.epa.gov/sites/production/files/2016-12/documents/sc_co2_tsd_august_2016.pdf
https://www.epa.gov/sites/production/files/2016-12/documents/sc_co2_tsd_august_2016.pdf
https://www.epa.gov/sites/production/files/2016-12/documents/sc_co2_tsd_august_2016.pdf
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2. Ricke, Katharine, Laurent Drouet, Ken Caldeira and Massimo Tavoni, “Country-level 

social cost of carbon,” Nature Climate Change (24 September 2018).  

3. Phan, Toan: “Pricing and Mispricing of Climate Risks in U.S. Financial Markets” – 

Federal Reserve Bank of Richmond, Economic Brief, December 2021, No. 21-41. 

 

WEEK 5: Optimal extraction of non-renewable resources 
 

Readings  

1. TEXT, pp. 99-112: Chapter 6, “Managing Stocks: Natural Resources as Capital Assets” 

2. Covert, Thomas, Michael Greenstone and Christopher R. Knittel. "Will We Ever Stop 

Using Fossil Fuels?" Journal of Economic Perspectives 30(1), 2016: 

 

Recommended Reading  

1. Solow, Robert M. "The Economics of Resources or the Resources of Economics." 

American Economic Review 64(2), 1974: pp. 1-14. 

 

WEEK 6: Renewable resources & common property problems 
 

Readings  

1. TEXT, pp. 91-98: Chapter 5, section “The Tragedy of the Commons”, pp. 114- 

138: Chapter 7, “Stocks that Grow: The Economics of Renewable Resource 

Management”  

2. PLANET, pp. 79-101: “Fewer Fish, More Dough”  

3. Stavins, “The Problem of the Commons: Still Unsettled After 100 Years.” American  

Economic Review 101(1), 2011: pp. 81-108. [Focus especially on Part I] 

 

Recommended Reading  

1. TEXT, pp. 184-189: Chapter 9’s subsection on “Market-based instruments for managing  

natural resources.” 

 

WEEK 7: MIDTERM EXAM 

 

WEEK 8: Economics of pollution control 
 

Readings  

1. TEXT, pp. 139-162 and 167: Chapter 8, “Principles of Market-Based Environmental 

Policy,” except for subsection on “Setting Prices versus Setting Quantities”  

2. TEXT, pp. 168-198: Chapter 9, “The Case for Market-Based Instruments in the Real 

World” (Note that pp. 184-189, “Market-based instruments for managing natural 

resources” covers renewable resources, from week 6.) 

 

https://www.nature.com/articles/s41558-018-0282-y
https://www.nature.com/articles/s41558-018-0282-y
https://www.nature.com/articles/s41558-018-0282-y
https://www.nature.com/articles/s41558-018-0282-y
https://www.nature.com/articles/s41558-018-0282-y
https://www.richmondfed.org/publications/research/economic_brief/2021/eb_21-41
https://www.richmondfed.org/publications/research/economic_brief/2021/eb_21-41
https://www.aeaweb.org/articles?id=10.1257/jep.30.1.117
https://www.aeaweb.org/articles?id=10.1257/jep.30.1.117
https://www.aeaweb.org/articles?id=10.1257/jep.30.1.117
https://www.aeaweb.org/articles?id=10.1257/jep.30.1.117
https://www.aeaweb.org/articles?id=10.1257/jep.30.1.117
https://www.jstor.org/stable/1816009
https://www.jstor.org/stable/1816009
https://www.aeaweb.org/articles?id=10.1257/aer.101.1.81
https://www.aeaweb.org/articles?id=10.1257/aer.101.1.81
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Recommended Reading  

1. Aldy, Joseph E., Maximilian Auffhammer, Maureen L. Cropper, Arthur G. Fraas, Richard  

Morgenstern, “Looking Back at Fifty Years of the Clean Air Act,” NBER Working Paper 

No. 26687, January 2020. [Focus on introduction and conclusion, browse through 

remainder] 

 

WEEK 9: Prices vs. Quantities 
 

Readings  

1. TEXT, pp. 162-166: Chapter 8’s subsection on “Setting Prices versus Setting Quantities”  

2. PLANET, pp. 102-125: Chapter 5, “Curious Company Kept” 

 

Recommended Readings  

1. Schmalensee, Richard and Robert N. Stavins. "The SO2 Allowance Trading System: The 

Ironic History of a Grand Policy Experiment." Journal of Economic Perspectives 27(1), 

2013: pp. 103-22. 

 

WEEK 10: Prices vs. Subsidies 
 

Readings  

1. PLANET, pp. 174-183: Chapter 8, “Bright Idea”  

1. Jaffe, Adam, Richard Newell and Robert Stavins. “A tale of two market failures:  

technology and environmental policy.” Ecological Economics 54, 2005: pp. 164-74.  

2. Wagner, Gernot, Tomas Kåberger, Susanna Olai, Michael Oppenheimer, Katherine 

Rittenhouse, and Thomas Sterner. “Push renewables to spur carbon pricing” Nature 

525: 27–29 (3 September 2015). 

 

Recommended Readings  

1. van Benthem, Arthur, Kenneth Gillingham and James Sweeney. “Learning-by doing and 

the optimal solar policy in California,” The Energy Journal 29, 2008: pp. 131-51.  

2. Borenstein, Severin. “The Private and Public Economics of Renewable Electricity 

Generation”, Journal of Economic Perspectives 26(1), Winter 2012.  

3. Acemoglu, Daron, Philippe Aghion, Leonardo Bursztyn, and David Hemous. "The  

Environment and Directed Technical Change." American Economic Review, 102(1), 

2012: pp. 131-66. [skim abstract and introduction] 

 

WEEK 11: Global (warming) problem, global solution 
 

Readings  

1. Stavins, “The Problem of the Commons: Still Unsettled After 100 Years.” American 

Economic Review 101(1), 2011: pp. 81-108. [Part II]  

2. Victor, David, “Why Paris Worked: A Different Approach to Climate Diplomacy.” Yale 

Environment 360, (December 15, 2015).  

https://www.nber.org/papers/w26687
https://www.nber.org/papers/w26687
https://www.aeaweb.org/articles?id=10.1257/jep.27.1.103
https://www.aeaweb.org/articles?id=10.1257/jep.27.1.103
https://www.aeaweb.org/articles?id=10.1257/jep.27.1.103
https://www.aeaweb.org/articles?id=10.1257/jep.27.1.103
https://www.aeaweb.org/articles?id=10.1257/jep.27.1.103
https://www.aeaweb.org/articles?id=10.1257/jep.27.1.103
https://www.aeaweb.org/articles?id=10.1257/jep.27.1.103
https://www.sciencedirect.com/science/article/abs/pii/S0921800905000303
https://www.sciencedirect.com/science/article/abs/pii/S0921800905000303
https://www.sciencedirect.com/science/article/abs/pii/S0921800905000303
https://www.sciencedirect.com/science/article/abs/pii/S0921800905000303
http://www.gwagner.com/push-renewables-to-spur-carbon-pricing
http://www.gwagner.com/push-renewables-to-spur-carbon-pricing
http://www.gwagner.com/push-renewables-to-spur-carbon-pricing
http://www.gwagner.com/push-renewables-to-spur-carbon-pricing
http://www.iaee.org/en/publications/ejarticle.aspx?id=2272
http://www.iaee.org/en/publications/ejarticle.aspx?id=2272
http://www.iaee.org/en/publications/ejarticle.aspx?id=2272
http://www.iaee.org/en/publications/ejarticle.aspx?id=2272
http://www.iaee.org/en/publications/ejarticle.aspx?id=2272
http://ei.haas.berkeley.edu/pdf/working_papers/WP221.pdf
http://ei.haas.berkeley.edu/pdf/working_papers/WP221.pdf
http://ei.haas.berkeley.edu/pdf/working_papers/WP221.pdf
http://ei.haas.berkeley.edu/pdf/working_papers/WP221.pdf
http://ei.haas.berkeley.edu/pdf/working_papers/WP221.pdf
http://ei.haas.berkeley.edu/pdf/working_papers/WP221.pdf
http://www.aeaweb.org/articles.php?doi=10.1257/aer.102.1.131
http://www.aeaweb.org/articles.php?doi=10.1257/aer.102.1.131
http://www.aeaweb.org/articles.php?doi=10.1257/aer.102.1.131
http://www.aeaweb.org/articles.php?doi=10.1257/aer.102.1.131
https://www.aeaweb.org/articles?id=10.1257/aer.101.1.81
https://www.aeaweb.org/articles?id=10.1257/aer.101.1.81
http://e360.yale.edu/feature/why_paris_worked_a_different_approach_to_climate_diplomacy/2940
http://e360.yale.edu/feature/why_paris_worked_a_different_approach_to_climate_diplomacy/2940
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3. Fabre, Adrien and Gernot Wagner, “Risky geoengineering option can make ambitious 

climate mitigation agreement more likely,” NYU Wagner Research paper (9 December 

2019). 

 

Recommended Readings  

1. Barrett, Scott, “The problem of global environmental protection,” Oxford Review of 

Economic Policy 6(1), 1990: pp. 68-79.  

2. Green, Jessica F., Thomas Sterner, and Gernot Wagner. "A balance of bottom-up and 

top-down in linking climate policies." Nature Climate Change 4.12 (2014): pp. 1064-7. 

 

WEEK 12: Limits to growth? Aka Mind versus Matter 
 

Readings  

1. TEXT, pp. 231-253: Chapter 11: “Sustainability and Economic Growth”  

2. PLANET, pp. 125-150: Chapter 6, “Mind versus Matter”  

3. En-ROADS Climate Change Solutions Simulator, www.en-roads.org [Explore the tool] 

 

Recommended Reading  
1. Stavins, Robert N., Alexander F. Wagner, and Gernot Wagner. "Interpreting  

sustainability in economic terms: dynamic efficiency plus intergenerational equity." 

Economics Letters 79(3), 2003: pp. 339-343. 

 

WEEK 13: What could possibly go wrong? Aka The Three Horsemen of the 

Climate Policy Apocalypse: Rebound, Spatial & Temporal Leakage 
 

Readings  

1. Gillingham, Ken, David Rapson, and Gernot Wagner. “The Rebound Effect and Energy 

Efficiency Policy,” Review of Environmental Economics and Policy 10(1), 2016: pp. 66-  

88.  

2. Jensen, Svenn, Kristina Mohlin, Karen Pittel, and Thomas Sterner, “An Introduction to 

the Green Paradox: The Unintended Consequences of Climate Policies,” Review of 

Environmental Economics and Policy 9(2), 2015: pp. 246-265.  

3. Dechezleprêtre, Antoine, and Misato Sato. "The impacts of environmental regulations on 

competitiveness. Review of Environmental Economics and Policy 11(2), 2017: pp. 183- 

206. 

 

Recommended Reading  

1. Revkin, Andrew C. “Another Round on Energy Rebound.” New York Times DotEarth 

blog, 24 October 2014. 

 

WEEK 14: How to make the planet notice Aka Economic thinking applied to 

environmental problems 
 

https://gwagner.com/hlg/
https://gwagner.com/hlg/
https://gwagner.com/hlg/
https://gwagner.com/hlg/
https://gwagner.com/hlg/
https://academic.oup.com/oxrep/article-abstract/6/1/68/380039?redirectedFrom=fulltext
https://academic.oup.com/oxrep/article-abstract/6/1/68/380039?redirectedFrom=fulltext
https://www.nature.com/articles/nclimate2429
https://www.nature.com/articles/nclimate2429
https://www.nature.com/articles/nclimate2429
https://www.nature.com/articles/nclimate2429
https://www.nature.com/articles/nclimate2429
http://en-roads.org/
http://en-roads.org/
http://en-roads.org/
http://en-roads.org/
https://www.sciencedirect.com/science/article/abs/pii/S0165176503000363
https://www.sciencedirect.com/science/article/abs/pii/S0165176503000363
https://www.sciencedirect.com/science/article/abs/pii/S0165176503000363
https://www.sciencedirect.com/science/article/abs/pii/S0165176503000363
http://gwagner.com/rebound-effect-and-energy-efficiency-policy/
http://gwagner.com/rebound-effect-and-energy-efficiency-policy/
http://gwagner.com/rebound-effect-and-energy-efficiency-policy/
http://gwagner.com/rebound-effect-and-energy-efficiency-policy/
http://gwagner.com/rebound-effect-and-energy-efficiency-policy/
https://academic.oup.com/reep/article/9/2/246/1626618
https://academic.oup.com/reep/article/9/2/246/1626618
https://academic.oup.com/reep/article/9/2/246/1626618
https://academic.oup.com/reep/article/9/2/246/1626618
https://academic.oup.com/reep/article/9/2/246/1626618
https://academic.oup.com/reep/article/11/2/183/4049468
https://academic.oup.com/reep/article/11/2/183/4049468
https://academic.oup.com/reep/article/11/2/183/4049468
https://academic.oup.com/reep/article/11/2/183/4049468
https://academic.oup.com/reep/article/11/2/183/4049468
http://dotearth.blogs.nytimes.com/2014/10/24/another-round-on-energy-rebound/
http://dotearth.blogs.nytimes.com/2014/10/24/another-round-on-energy-rebound/
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Readings  

1. TEXT, pp. 199-230 and 254-258: Chapters 10, “Market-Based Instruments in Practice,” 

and 12: “Conclusion.”  

2. PLANET, pp. 59-78 and 205-216: Chapters 3, “All-or-nothing Conservation,” and 10,  

“Market morals.” 

 

WEEK 15: in-class FINAL EXAM 

 

NYU Classes  
All announcements, resources, and assignments will be delivered through the NYU Classes 

site. 

 

Academic Integrity  
Academic integrity is a vital component of Wagner and NYU. All students enrolled in this class 

are required to read and abide by Wagner’s Academic Code. All Wagner students have already 

read and signed the Wagner Academic Oath. Plagiarism of any form will not be tolerated and 

students in this class are expected to report violations to me. If any student in this class is 

unsure about what is expected of you and how to abide by the academic code, you should 

consult with me. 

 

Henry and Lucy Moses Center for Students with Disabilities 

at NYU  
Academic accommodations are available for students with disabilities. Please visit the Moses  

Center for Students with Disabilities (CSD) website and click on the Reasonable 

Accommodations and How to Register tab, or call or email CSD at (212) 998-4980 or 

mosescsd@nyu.edu for information. Students who are requesting academic accommodations 

are strongly advised to reach out to the Moses Center as early as possible in the semester for 

assistance.   

NYU’s Calendar Policy on Religious Holidays  
NYU’s Calendar Policy on Religious Holidays states that members of any religious group may, 

without penalty, absent themselves from classes when required in compliance with their religious 

obligations. Please notify me in advance of religious holidays that might coincide with exams to 

schedule mutually acceptable alternatives.   

Acknowledgments  
This syllabus is primarily based on the structure and content of three sets of classes:  

First, Rob Stavins’s introductory environmental economics class, now titled “economics of 

climate change and environmental policy,” a version of which he has taught at Harvard Kennedy 

School for over two decades. His class is extremely well-structured, logical, and comprehensive. 

It’s based around building the tools—the hammer.  

https://wagner.nyu.edu/portal/students/policies/code
https://wagner.nyu.edu/portal/students/policies/code
https://wagner.nyu.edu/portal/students/policies/academic-oath
https://wagner.nyu.edu/portal/students/policies/academic-oath
https://www.nyu.edu/students/communities-and-groups/students-with-disabilities.html
https://www.nyu.edu/students/communities-and-groups/students-with-disabilities.html
https://www.nyu.edu/students/communities-and-groups/students-with-disabilities.html
https://www.nyu.edu/students/communities-and-groups/students-with-disabilities.html
https://www.nyu.edu/students/communities-and-groups/students-with-disabilities.html
https://www.nyu.edu/about/policies-guidelines-compliance/policies-and-guidelines/university-calendar-policy-on-religious-holidays.html
https://www.nyu.edu/about/policies-guidelines-compliance/policies-and-guidelines/university-calendar-policy-on-religious-holidays.html
https://www.nyu.edu/about/policies-guidelines-compliance/policies-and-guidelines/university-calendar-policy-on-religious-holidays.html
http://www.stavins.com/
http://www.stavins.com/
http://www.stavins.com/
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Second, the late, great Marty Weitzman’s various advanced environmental economics classes. 

His classes jumped from topic to topic, building tools along the way—sometimes literally right 

then and there during lecture. Where Rob’s class introduced structure and predictability, Marty 

focused on teaching nimbleness, flexibility, and creativity in approaching various topics. His 

primary focus was always the question and problem itself—the tool came later. His focus: the 

nail.  

Third, parts of this class have evolved from climate and energy economics and policy classes 

that Gernot Wagner has taught at various institutions, including Columbia, NYU Stern, and 

Harvard. Its first incarnation was largely based on Snorre Kverndokk and Knut Einar 

Rosendahl’s Energy Economics class taught at Johns Hopkins in Spring 2009 and has 

benefited greatly from Richard Zeckhauser’s Analytic Frameworks for Policy class at Harvard, 

as well as from his mentorship and guidance over the years. Prior iterations have also taken 

some cues from Bill Hogan’s Energy Policy Analysis class at Harvard, Paul Joskow’s former 

Energy Economics class at MIT, Erin Mansur’s former Energy Economics & the Environment 

class at Yale, and Jim Stock’s U.S. Energy Revolution and its Implications seminar at Harvard, 

and valuable feedback from, among others, Joe Aldy, Ken Gillingham, Matt Kahn, Katherine 

Rittenhouse, Steve Salant,Rob Stavins, Thomas Sterner, Marty Weitzman, Matthew 

ZaragozaWatkins, participants in an OurEnergyPolicy.org discussion forum, and students at 

Columbia, Harvard, and NYU who have taken versions of this course in the past. Thank you to 

all.  

Anything seems off? Please let me know.  

https://scholar.harvard.edu/weitzman/home
https://scholar.harvard.edu/weitzman/home
https://scholar.harvard.edu/weitzman/home
http://www.ourenergypolicy.org/preparing-the-next-generation-of-energy-leaders/
http://www.ourenergypolicy.org/preparing-the-next-generation-of-energy-leaders/
http://www.ourenergypolicy.org/preparing-the-next-generation-of-energy-leaders/

