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Colby College 

Sample Final Examination

Part I True, False, Uncertain, Explain 

Label each of the statements listed below as "True", "False" or "Uncertain" and defend your choice.

1. The efficient pricing of natural resources occurs when the price equals the average total cost of supplying the resource.

2. High grading is one of the major benefits that can be derived from implementing an individual transferable quota system for managing fisheries.

3. The Price-Anderson Act subsidizes nuclear power.

4. In a competitive industry where all firms in that industry are affected by environmental regulations, all increases in average costs due to the regulations should be passed on to consumers in the form of higher prices.

5. For a common property fishery, in principle an ITQ approach can produce an efficient outcome, but gear restrictions cannot, even if both result in the same level of effort. 

6. Locating commercial hazardous waste facilities in minority communities would be a normal market outcome.

Part II Short Answer 

7. The Global Environmental Facility is an organization that was established to promote sustainability. What is its role and how specifically does it pursue that role? 

8. Automobiles are responsible for a large and growing portion of current air pollution problems in the US and abroad. Traditional economic analysis suggests that drivers may not have the appropriate incentives to use their cars efficiently and that these inappropriate incentives may be part of the problem.

(a) Other than the obvious fact that they emit pollutants, describe 2 different sources. Of inefficiency associated with current choices about automobile use which tend to intensify the pollution problem. Since inefficiencies necessarily imply that net benefits are being wasted, be specific about the nature of the lost net benefits. 

(b) Describe three different policies that have been established by the US federal government to deal with environmental externalities associated with automobiles. 

(c) 
For each policy identified in 8 (b) above, how have these policies worked? Why? 

9. Information is one key component to consider in any attempt to assure that market forces can be used effectively in the pursuit of efficiency and sustainability.

(a) In some cases, for example, information considerations can be used to facilitate the choice among competing policy instruments. Explain how both the nature of the information and who holds it helps to distinguish the cost/effectiveness of emissions standards, emissions charges and emissions trading in controlling pollution. 

(b) In some cases better information serves as an alternative to traditional regulatory policy. Show, for example, how better information is being used as a strategy to improve the sustainability of agriculture. What kind of information would be provided? By whom? To whom? What conditions are necessary for this approach to be effective? 

10. For each of the following policies, state how it works and how it is expected to improve efficiency and/or sustainability.

	Parking cashouts

	Feebates

	Pay-as-you-drive insurance

	Cash for clunkers

Transferable Development Rights

CAFE Standards

Clean Development Mechanism




