
... ri1',ir.
..ll : 

l
',4, 

d, 1'' -

EASTERN UNIVERSITY, SRI LANKA

FINAL YEAR FIRST SEMESTER EXAMINATION IN AGRICULTURE'2014

AEC: 4104 RESOURCE AND ENVIRONMENTAL EcoNoMIcS

Answer All questions

Time: 2 Hours
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1. a. Briefly illustrate the Negative Production Externality'

b. Suppose that a wood pulp mill is situated on a bank of the River A'

Theprivatemarginal-cost(MC)ofproducingwoodpulp(inRsper

ton) is given by the function MC : 1000 + 0.5Y. Where Y is tons of

wood pulp produced. In addition to this private rnarginal cost, an

external cost is incurred. Each ton of wood puipprodr.rces pollutant

flows into the river which cause damage yalued at Rs.1000 which is

an external cost, as it'is borne by the wider community but not by the

polluting firm itself. The marginal benefit (MB) tdsociety of each ton

of produced putp is given by MB : 3000 - 0'5Y'
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i, Using a diagram illustrate the relation'ships among tvturgin4l'fost (MC),

' 
Murginal Benefit (MB), and Marginal SocialCost (MSC) functions.

ii. Find the profit-maximising output of wood pulp by the pulp mill.

iii. Find the wood pulp output which maximises SocialNet Benefits'
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2. a. what are the different types of Values in Environmental valuation and give brief

explanation on each of it.

b. Briefly describe the different types of Stated Preference methods using

appropriate examPles.



3. a. Graphically illustrate the "schaefer Model" of fisheries'

b.Discusstheterm..StaticEfficientSustainableYield,,infisheries.

c. The biological relationship between the growth of a given fish population and the

populationsizecanbeexpressedasg:360x-4'5f'rvheregisthenetadditionto

thestockinnumberoffishandxisthesizeofthestockinthousandsoffish.Find

allthebiologicalequilibriaofthisfishery,andstatewhichofthesearestableand

which are in unstable equilibrium' ' '.

4. Write Short Notes on the follordng'

a. ProPertY Rights

b, Adaptation and Mitigation strategies to Climate charge

c. Biological dimension of a forest tree growth ' ' '/
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