
IntroDuction to 
economics of the 
environment



About ME



Lesson Format

Canvas Modules
• Each lesson has a 

module

• All relevant 
materials in module

• Multiple videos per 
lesson
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What is 
environmental 
economics?



Economics is the study of decision-making in the 
presence of scarce resources and the consequences of 
those decisions.

Environmental economics is the study of environmental 
issues through an economic science framework.

This framework allows us to understand what drives 
environmental issues as well as how to prescribe policy.

Environmental economics



We rely on the resources provided by the environment
● Water, land, oil

A polluted environment can cause both physical and 
economic harm
● Cardiovascular, respiratory harm
● Decreased agricultural yields

People have value for environmental services
● Parks, fishing, hiking

Environment is important.  Did you know?



Environmental issues 
are human driven



The Difficulty of Tradeoffs

What would happen if we 
banned use of plastics?



What about 
fracking?

Fracking boom



What about 
fracking?



How do we approach 
these issues from an 
economic perspective?



Many think economists are only concerned with money 
and growth with no regard for factors like the 
environment.

Also think environmentalists are concerned with the 
environment with no regard for money.

But neither of these are true

Environmental economics



In economics, decisions follow incentives.

In environmental economics we need to understand 
incentives to
• Know what drives environmental issues
• Prescribe effective policy

Economic Framework





Course goals
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Three parts of the course:

How do we 
determine optimal 
environmental 
quality?

How do we 
design policy 
interventions

applications



1987 2013

Shanghai

https://www.theatlantic.com/photo/2013/08/26-years-of-growth-
shanghai-then-and-now/100569/

https://www.theatlantic.com/photo/2013/08/26-years-of-growth-shanghai-then-and-now/100569/


PROBLEM

Should we ignore 
environmental impacts 
and focus on economic 
growth?

Should we save the 
environment at all costs?

SOLUTION?



Part 1: 
How Do we 
Determine 
optimal 
environmental 
quality?



Socially optimal environmental quality
Economics provides 
an answer in the form 
of an efficient level of 
environmental quality



Issues with Finding 
Efficiency

How much Does 
society value 

the tree outside 
your window?

How much would 
it cost to shift 

to 100% 
renewable 
electricity 

generation?

How much are 
you be willing to 
pay to be able to 

go to Piedmont 
Park?



Socially optimal 
environmental quality

Some think it is because of free markets that we have 
these environmental issues.

It is the absence of markets that drives these 
environmental issues.

In these cases, government intervention is needed.



Part 2: 
How do we 
design policy 
intervention?







Before we can design policy to correct environmental 
issues, we need to understand what is driving the 
problem.

The absence or incompleteness of markets can lead 
to market failure.

How can we create markets or market instruments to 
correct market failure?

Causes of environmental issues



How to Design Policy

Not all 
policies are 

the same

We’ll learn 
about the design 

of “market-
based” policy

We’ll compare to 
alternative policy 

approaches, such as 
standards vs. taxes



Part 3: 
Applications



Types of 
questions 
we’ll ask…

How should we manage 
renewable resources?

Does it matter if we use tax 
vs. standard?

What are the equity impacts?

What are possible 
unintended consequences?



Efficiency vs. Equity

Markets are amoral

Often environmental 
issues have an equity 
component

Policy can also have 
an equity impact



Unintended consequences

Policy Goal:
Encourage use of renewable energy
• Woody biomass

Unintended consequence:
Deforestation to satisfy high demand



Issues we’ll look at…

Clean air act
Acid rain program
Fisheries
Climate change
…



Attendance Activity Part 1
I want to get to know everyone and learn more about why you are 
interested in environmental economics! Please spend a few 
minutes answering the following questions on Canvas.

1) Year and Major
2) What economics classes have you taken previously?
3) Why did you decide to take economics of the environment? 
4) What do you hope to get out of this course? 
5) Where are you based? 
6) What technologies (eg. Computer, smartphone) do you have access 

to? 
7) Do you have any technology concerns (eg. Intermittent internet 

access)





Syllabus Overview

02



Course Goals



Prerequisites



Course 
Materials



Course Assessments



Course Grading



Course 
Schedule

pt. 1



Course 
Schedule

pt. 1I



Office Hours



Syllabus Quiz

On Canvas, please 
complete the 
Syllabus Quiz

Attendance Activity Part II





Final 
Thoughts



Groups

Each of you will be assigned to a group (~3-4 students/group)

You will have assignments that you must complete as a group.
● Allows for discussion in a remote learning format
● Help you develop study groups quickly
● Help you get to know others in the class (positive spillovers!)

Please exchange information as quickly as possible.

If you have any questions/concerns, please let me know.



● Class will move quickly
● Stay on top of readings and lessons
● Use your classmates as a resource

Short summer 
Session Format



● Important to check announcements
● Stay involved
● Use Piazza

Remote Teaching Format



If you are having any issues, please don’t 
hesitate to reach out.

I want and believe everyone can succeed!
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