Homework 1 for EE475 
Due on September 21th, 2012

1. Consider a society which is composed of two villages. Village A has 50 members while there are 100 people in village B. Assume that the government is considering a project that would increase the income of each member of village A by 100 Baht, while incur a net loss of 40 Baht/person to members of village B. (10 points)


(a) Use Pareto and Kaldor criteria to evaluate this project

(b) If village B is poorer and the society values the change in income of people in village B at 1.5 times of the change in income of people in village A, how would you evaluate the welfare effect of this project?

2. Somchai owns a vegetable farm which generates an annual net profit of 10,000 Baht/year. Due to his good soil conservation practice, he expects that he would be able to continue using this land as a vegetable farm for a very long time, without deterioration in soil quality. Somchai is contacted by a chemical factory to rent his land as a hazardous waste dumping site. If he agrees, the factory proposes to pay him 50,000 Baht/year for 15 years for the rights to use his land during that period. After the dumping period, however, the land will become non-usable due to the toxicity of the waste deposited. Assuming that Somchai wants to maximize the net present value of profit from his land, should he decide to accept this offer when his discount rate is either at 5%, 2% or 1% ? 

If, however, Somchai’s discount rate is 10%, what is the minimum length of the dumping period (in years) that would make Somchai agree to rent his land? (10 points)

-------------------------------------------------

Paper for EE475

Due on

Write a short paper on an issue related to the use of natural resources and/or environmental problems. The paper should be a summary and synthesis of at least 2-3 published articles on the issue. The reference articles may come from academic journals, semi-academic journals, research reports and/or trustworthy websites. The important condition is that at least one of these articles must involve a significant amount of “analysis” (defined broadly, i.e., it can be either economic, scientific, political ecology, etc.). 

The report should not be more than 5 pages long (plus no more than 2 pages of tables, figures and reference list.) The list of reference must be written using any standard documentation format (see, for example, http://www.writing.utoronto.ca/advice/using-sources/documentation ).

