.E?TA&’E My .@\AEE

Slgn in

= z - Graduate bf:'hl_ull

The Kyoto Economic Review of Economics,

= Kyoto University

Available Issues | Japanese >> Publisher Site
Author: | ADVANCED | Volume Page

Keyword: | Search | | | &I

Addto dd Registe My JSTAGE
L tote/ravon  EMfaede | SIRE PWiSR

TOP > Available | ssues > Table of Contents > Abstract

ONLINE ISSN : 1349-6778
PRINT 1SSN : 1349-6786
The Kyoto Economic Review

Vol. 77 (2008) , No. 1 pp.21-50
[PDF (919K)] [References)

Optimal Aid in Environmental Policy
A Real Options Approach

Atsuyuki Ohyama®) and Michi Nishihara?

1) Corresponding author: NLI Research Institute.
2) Center for the Study of Finance and Insurance, Osaka University.

Abstract: In this paper, we analyze an environmental policy that is designed to reduce the
emission of pollutants when there is uncertainty over the socia costs of
environmental damage.We first establish a model that incorporates direct aid in
which there are two noncooperative agents. a developing country and a
devel oped country.Next, we derive closed-form solutions for the optimal levels
of direct aid that the developed country provides the developing country.Finally,
we compare the social welfare level implied by this model with those implied by
two additional models. In one of the models, two agents cooperate, and in the
other, the agents donot cooperate and there is no direct aid.As aresult, the
means of providing direct aid plays an important role in reducing the decline in
socia welfare caused by externd effects.
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