
Economics 3250 Dr. Lozada
Spring 2009 Exam 2

Do Not Turn This Page Over Until You Are So Instructed!

This exam has 25 points. There are six questions on the
exam. The questions are worth four points each, except for
Question 1, which is worth five points.

Put your answers to the exam in a blue book.
You have one hour (that is, until 2:25pm) to take this

test. After the test is over, I’ll lecture until the regular class
period ends.

Answer the questions using as much precision and detail
as the time allows. Correct answers which are unsupported
by explanations will not be awarded points.



Answer all of the following six questions.

1. [5 points] Page 179 of your textbook is attached to this exam. Read
its first paragraph (which is part before the “Conclusions” title). Then,
use a graph such as Figure 1 to explain what the authors are saying
in that paragraph.

2. [4 points] What is the relationship between tradeable pollution per-
mits and “hot spots”?

3. [4 points] Figure 2 is one of the graphs we used in studying fishery
economics. How does this graph generate information about steady-
state yield? What is steady-state yield?

4. [4 points] According to neoclassical economic theory, an exhaustible
resource traces what sort of path through time on a graph such as
Figure 3? Why? What is the name of the basic principle underlying
this result? (Hint: It’s named after the neoclassical economist who
first derived the principle.)

5. [4 points] Attached to this exam is a copy of page 251 of your
textbook. In class, I disagreed with its last paragraph.

(a) Explain why people who agree with that paragraph will think that
government regulation of pollution is less needed than people who
disagree with that paragraph.

(b) Do you agree or disagree with that paragraph? Why? (Even
though I lean towards disagreeing with it, you can still get full
credit on this question by agreeing with it; your answer will be
graded on the strength of your argument, not on whether you
agree with my position or not.)

6. [4 points] In class, we discussed five economic instruments which
could be used (or are being used) to manage municipal solid waste.
Discuss one of these instruments. (Just one of them.)
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