November 29, 2019
315 STE-CATHERINE EAST
9:00am – Coffee, room R-2895
9:30am – Brandon Schaufele: Curvature and the Varying Stringency of Pigouvian Taxation
10:45am – Break
11:15am – Margaret Insley: Climate Change and Conditional Value at Risk
12:30pm – Lunch, room R-2205
13:30pm – Vincent Martinet: Intragenerational Inequality Aversion and Intergenerational
Equity
14:45pm – Break
15:15pm – Lucija Muehlenbachs: Cash versus In-Kind Settlements: Implications for
Environmental Protection
16:30pm – End
-18:30pm – Dinner (invitation only)
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BRANDON SCHAUFELE
WESTERN UNIVERSITY

Curvature and the Varying Stringency of Pigouvian Taxation
Two basic propositions underlying the economics of taxation – that excess
burdens increase in elasticities and tax rates – are shown to cause the
stringency of a carbon tax to vary nonlinearly with output prices. This
varying stringency of carbon taxation contributes to unfavorable
competitiveness consequences following shocks to demand. Empirically,
this paper measures the change in carbon tax stringency by structurally
recovering the supply schedule for a particular industry such that elasticities
and carbon tax rates change according to the distribution of output prices.
That is, stringency varies with supply function curvature. Based on this
supply function, the relationship between marginal excess burden, a
measure of policy stringency from the industry's perspective, and product
prices is estimated. Results for the Canadian cattle industry show that with
moderately high output prices, supply elasticities are small, tax rates are
low and the efficiency cost of a carbon tax (gross of environmental
benefits), such as the one introduced in Canada, is less than $0.01 per
dollar tax revenue. As prices decline, supply curves become increasingly
elastic, tax rates rise and marginal excess burdens grow rapidly.

MARGARET INSLEY
UNIVERSITY OF WATERLOO

Climate Change and Conditional Value at Risk
(with Tracy Snoddon and Peter A. Forsyth)
Risk and uncertainty are key features of the climate change problem
complicating the development of effective policy responses by the global
community. Earlier approaches to the economic modelling of climate
change focused on expected utility maximization, with uncertainty either
ignored or not addressed in a robust manner. This paper focuses on risk in
the determination of optimal green house gas reduction policies using
Conditional Value at Risk (CVAR), a concept used in finance to measure
the risk of investment portfolios. We formulate the CVAR problem as a
nested optimal control problem for the social planner, and implement a
numerical solution. CVAR is the mean of the worst 5 percent of possible
outcomes for global average temperature. We determine points on the
expected utility - CVAR efficient frontier and examine the trade off between
expected utility maximization and the tail risk of higher global average
temperature.

VINCENT MARTINET
INRA

Intragenerational Inequality Aversion and Intergenerational Equity
(with Robert D. Cairns and Stellio Del Campo)
We study the interplay between intragenerational inequality
aversion and sustainability in an economy with two agents
producing and consuming from individual capital stocks with
decreasing returns, when a social planer aims at implementing
an egalitarian development path for all generations. If
intergenerational equity is defined with respect to generational
consumption, maximizing the aggregate level of consumption
sustained over time would impose high savings and low
consumption on the poorest agent, increasing intragenerational
inequalities. We examine the effect of inequality aversion on the
intertemporal equitable path that a social planner would
implement. The larger the inequality aversion within a
generation, the smaller the sacrifices asked to the poorest agent,
and the lower the sustained level of generational consumption.

LUCIJA MUEHLENBACHS
UNIVERSITY OF CALGARY

Cash versus In-Kind Settlements: Implications for Environmental Protection
(with Pamela Campa)
A court case can settle with a defendant agreeing to undertake
an in-kind project in lieu of paying a cash penalty, for example,
by agreeing to create an education program or a public park. In
the United States, court cases involving environmental violations
are encouraged to use in-kind settlements as a way to address
Environmental Justice in minority and low-income populations. A
disadvantage arises if an in-kind settlement is a more lenient
sanction, leading to more wrong-doing in the future. We estimate
the impact of in-kind settlements on firm share prices, the
implications on future deterrence, and the social welfare weights
that reconcile the choice of location of past in-kind
settlements. We predict the welfare gains from changing the
social welfare weights and the location of in-kind settlements.

