EE375 Applied Economics for Natural Resources and Environment B t
Semester 1/2021 (August 9 - November 27, 2021) s
THAMMASAT

Instructor: Dr. Supawan Saelim

Quiz 1

(5 points)

Time: 10 September 2021 at 15:00-15:30 (30 minutes)

There are 2 questions. You need to answer all questions. Please submit your answers in a
PDF file with a file name “Quizl_StudentIlD_Name” via BE Moodle class before 15:40.

Question 1 (3 points)

Case A: The production of a plastic factory ‘K Chemical’ is located nearby a house village
‘Dreamland’. If the production of the plastic factory reaches a certain level at Qm, it will release air
pollutions to the level that destroy clean air around the Dreamland village. However, if the
production of the plastic factory does not exceed Qm, it will create no significant impact for people
living in the Dreamland village.

Case B: In Thailand, the CO, emissions from oil consumption in transport sector increased from 51
million tons of CO; in 2008 to about 63 million tons of CO, in 2018.

Please answer the following questions for both Case A and Case B above

i Does an externality exist? If so, classify the externality type (e.g., positive vs. negative, costs
vs. benefits) and explain how inefficiency problems could arise in this case.

ii. If an externality exists, could the Coase Theorem be applied to solve market inefficiencies in
this case? Please explain your answer (Hint: is it possible to use property right rules and solve
the problem?)

iii. If the Coase Theorem does not apply, what the government could do to solve the problem?

Question 2 (2 points)

Suppose an investor is considering a wind farm project to produce electricity. The wind farm will
create noises that affect people living in a house village Dreamland.

i How could you estimate the compensation amount for people living in the Dreamland to
approve the wind-farm construction? (Hint: Choose WTP vs. WTA question, methods to
estimate WTP and WTA).

ii. What should be considered in the cost-benefit analysis to decide if the wind farm project
should be built or not?



Quw'}iovx 1

] since it will create i polluhion 1o e villaja,c 50, il ol good for He villagers
i air p"v*iﬂh "",‘)M' ,}d woge wnhl it can fix . qnd thal il u{'n:mly affect b Deanland
fe viIQjorS did ot g:{' henefils at all , since H\',)' vill face air pallu*l'on withou! fhe Conpehsn‘}ion
from He f’nofm},. He villagers wight get sick and affect Feallh becavse of it. Co, fk Dreamlang] only
gf,l’ nenabive effects
)

i

Ques’rion 2

1) the compensation amon?  for people [ivn'nj in Drcamland to Gpprove the wind - farm  construction
should be as much ay the damaged that He people in Droamlandt will get and Hat is WTA Cwilling o aceept )
and it hae § Jot reasonable amownt o pay for umpgn;ah‘on feom Yo eonstruchion. Pcvplc who living in Dreamland
will suffer From noise That croded from wind form |n contrast, ‘H‘L? vilgd @ e,ledn'ol'|7 fovie such as 9ivt, elech-i(.i{y Free
vse 1o lie vi“a&er

ii) the vilager might get to wuoh rotse polution.
fle welfare for local Wil got vorsc if Hey do ot get benefits fom tis project
th welbre for owner shodd %t msider if ansleeclion cost will he expersive when Compared o th benefit in e future



