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Time

Time

Firm selects
abatement effort w (S1)

Firm selects
abatement effort w  (S2P)

Government selects
 emission tax level t (S2)

Government selects
 emission tax level t (S1P)

Firm chooses
output q (S3)

Figure 1: The time consistent policy game

Figure 2: The precommitment policy game

Firm chooses
output q (S3P)
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