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In paper [1] Pindyck considers the optimal time to reduce the rate of pollution in

an environmental model. He considers two processes, one of which (.S) represents
the level of pollution or degradation in some environmental area. The second (6)
models the social, political or financial cost of the pollution. Pindyck considers a
single control parameter which models reducing the rate of pollution. It is assumed
that this reduction can be made only once and it cannot be reversed. This is
justified by observing that such irreversibility is often inherent in environmental
policy: once decisions have been made, they are not usually overturned.

Pindyck initially supposes that 6 switches only at a known time T to one of
two values, @ or 8, where § < § < . More interestingly later in his paper he
assumes 6 is described by a log-normal process. However, only in a special case is
an explicit solution is obtained.

In this paper we suppose the level of pollution is described by a log-normal
process whose dynamics involve a control parameter u. We briefly discuss the
relative advantages of switching the control when € only jumps to 6 or # at time
T. Proceeding to the case of log-normal dynamics for 6§ we can give an explicit
solution of a free boundary problem which provides the optimal time to reduce ug
to uy.
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