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Answer FOUR questions out of the FIVE below 

If you answer more questions than specified, only the first four  answers (up to the 
specified number) will be marked. Cross out any answers that you do not wish to be marked. 
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Question 1  
 
Different types of environmental policy options could help us achieve the social optimum. Please 

explain the potential role of environmental policies to achieve the social optimum. When 

answering the question, explain the problem of environment externalities and spell out different 

policy options available. 

[25 marks]  
 
Question 2  
 
During lecture/class, we saw that researchers have tried to estimate the potential effect of 
climate change on economic growth.  
 
2.1 What do the macro and micro literatures tell us about the potential effect of climate change 

on economic growth?   
        [7 marks] 

 
2.2 Drawing on the evidence discussed in class, what do you think is the best empirical 

methodology to estimate this effect, and what are the respective findings?  
         [11 marks] 

 
2.3 What are the limitations to this method?   

          [7 marks] 
 
 
Question 3  
  
What evidence do we have regarding the long-term effects of air pollution on individuals’ human 

health? Refer to one specific scientific study discussed during lecture/class, and briefly explain 

their context, empirical methodology, and main findings. 

[25 marks]  
 
 
Question 4 
 
What are the reasons behind monitoring failure in the context of environmental regulation? How 

does the empirical evidence measure “collusion”? Refer to at least one specific scientific study  

discussed during lecture/class, and briefly explain their context, empirical methodology, and 

main findings. 

 

[25 marks]  
 
Question 5 
 
Is trade bad for the environment? Explain the reasoning behind your answer.  

 

[25 marks]  
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