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ECO232 CLIMATE CHANGE
Each question is worth the same. Circle the correct answer.

Hand in this paper in class on Tuesday May 6.

1. Why do individual people discount the future?

A. they think the future will be worse
B. they think the future is worth more than the present
C. they are impatient
D. the present is uncertain

2. What do investors discount the future?

A. they think investments will be better in the future
B. they think investments will be worse in the future
C. they think the future is worth less
D. they can earn interest on funds they own in the present

3. The social discount rate is not the same as the market interest rate. Why?

A. capital markets are perfect
B. market interest rates reflect everyone’s preferences
C. market interest rates reflect preferences only of current generations
D. capital markets are uncertain

4. The formula for the social discount rate is ρ = δ + η × gt. What is η?

A. The growth rate of the economy
B. the absolute value of the marginal utility of consumption
C. the rate at which society values the utility of future generations
D. the market interest rate

5. The formula for the social discount rate is ρ = δ + η × gt. What is δ?

A. The growth rate of the economy
B. the absolute value of the marginal utility of consumption
C. the rate at which society values the utility of future generations
D. the market interest rate

6. The formula for the social discount rate is ρ = δ + η × gt. What is gt?

A. The growth rate of the economy
B. the absolute value of the marginal utility of consumption
C. the rate at which society values the utility of future generations
D. the market interest rate

7. Which would you prefer? Option X: $100 in five years time if the discount rate is 4%; or Option Y: $100
in five years time if the discount is 2%.

A. They are both worth $100 in five years time
B. Option X
C. Option Y
D. It depends on the market interest rate



8. What is hyperbolic discounting?

A. Discounting at a high rate
B. Discounting at a low rate
C. Discounting at a constant rate
D. Discounting at a rate that decreases over time

9. What is a generally accepted value for the social discount rate?

A. 3% B. 30% C. 0.3% D. 0%

10. If the discount rate increases, that means the incentive to address climate change problems will:
A. Rise B. Fall C. Stay the same D. Depend on the damages

11. What is abatement?

A. Getting used to climate change
B. Reducing damages by mitigation
C. Not emitting carbon
D. Cleaning up damages from emissions

12. What is the social cost of carbon?

A. The Pigovian tax on carbon
B. The economic damage caused by an additional amount of carbon
C. The value of carbon to the economy
D. The amount people are willing to pay for carbon removal

13. Why is the social cost of carbon important?
A. It indicates how much carbon is produced
B. It tells how much it costs to produce carbon
C. It indicates the optimal carbon tax
D. It shows how valuable carbon is to society

14. What does the optimal temperature limit depend on?

A. The costs of abatement only
B. The damage function only
C. The sum of abatement costs and damages
D. The product of abatement costs and damages

15. How might cultural change reduce carbon emissions?

A. We may decide to buy less
B. We may decide to take shorter vacations
C. We may consume based on the bandwagon effect
D. We may consume based on the snob effect

16. What is adaptation to climate change?
A. emitting less
B. getting used to changing climates
C. buying fewer products
D. cleaning up emissions

17. What is an example of geo-engineering?
A. Albedo modification B. Carbon removal C. Bandwagon effects D. Abatement
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18. What is decoupling?
A. Geo-engineering
B. Eating less
C. Adaptation from climate change
D. Breaking the link between GDP and carbon emissions

19. How might energy switching reduce carbon emissions?
A. Energy from fossil fuels is cheap
B. Energy sources vary in price
C. There are many energy sources
D. Energy sources vary in their carbon-intensity

20. Why is solar power an important energy source for dealing with climate change?
A. It is cheaper than coal
B. It is very carbon-intensive
C. It is less carbon-intensive than almost any other energy source
D. It can be implemented in every country

21. Which of the following is an example of decoupling?
A. carbon capture and sequestration
B. adaptation
C. carbon removal
D. geo-engineering

22. What makes for a good drawdown solution to climate change?
A. It is low cost per ton of abatement
B. It can be implemented at scale
C. It imposes few other negative externalities
D. All of the above

23. What is the most efficient way to evaluate drawdown solutions?
A. Cost per ton of CO2e abated
B. Amount of CO2e abated
C. Cost of implementation per solution
D. Independence of abatement solutions

24. Which of the following is not an economic metric for addressing climate change?
A. Cost of damage as a function of GDP
B. Social cost of carbon
C. Optimal temperature limit based on the abatement cost function and damage cost function
D. Carbon intensity of fossil fuels

25. Which of the following is *not* a criterion for evaluating a drawdown solution?
A. Abatement amount
B. Cost of implementation
C. Technological feasibility
D. Willingness to implement

26. Why is our energy use a problem for climate change?
A. We rely too much on coal-fired power plants
B. Nuclear power is not available
C. Wind and solar power are not available
D. Hydroelectric power is limited to large rivers
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27. If the abatement cost function is very steep, what does that mean for the optimal temperature increase?
A. It should be lower
B. It should be higher
C. It should be unchanged
D. It depends on the energy source

28. What is the emissions dose–response function?
A. The relationship between GDP and temperature
B. The relationship between carbon and temperature
C. The relationship between GDP and damage from climate change
D. The relationship between temperature and carbon

29. What is the relationship between abatement and climate change damages?
A. As abatement goes up, damages go up
B. As abatement goes up, damages go down
C. As abatement accelerates, damages accelerate
D. As abatement is constant, damages are constant

30. Is cultural change possible?
A. No; we cannot change where we live
B. No: consumers know what they want
C. Yes: we all emit the same amount of carbon
D. Yes: countries vary in how much carbon they emit
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