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Economics 207
Resource Economics

Purpose : This course is intended to provide a rigorous foundation for the
analysis of environmental problems and remedial policies . Course material
will range from general topics such as welfare maximization , market failure
and economic policy -making to more specific models of pollution externalities
and corrective instruments . Students are expected to study the readings in
detail and are encouraged to pursue a critical appraisal of them .

Competence in theory at the level of a first quarter graduate microeconomics
course is a prerequisite , as is some background in environmental economics at
either the graduate or undergraduate level .

Course requirements :

I.

II .

Midterm
Final

!

33%

67%

Introduction and Overview

Fisher , A. C. and Peterson , F. M. " The Environment in Economics , "
JEL , March 1976 .

Winter Quarter 1979
Mr. Adam Rose

Nath , S. K. A Reappraisal of Welfare Economics , Chs . 1 , 2,

The Environment as a Public Good

*Chipman , J. S. and J. C. Moore , "The New Welfare Economics , " IER ,
Oct. 1978 .

*Fair , R. C. "The Optimal Distribution of Income , " QJE , Nov. 1971 .

Samuelson , P. A. "The Pure Theory of Public Expenditure , REStat . ,
Nov. 1954 .

III . Externalities and Environmental Pollution

Head , J. G. "Public Goods and Public Policy , " Public Finance, Vol . 17 ,
No. 3 , 1962 .

Krutilla , J. V. "Conservation Reconsidered , " AER , Sept. 1967 .

Mäller , K. G. Environmental Economics , 1974 , Ch . 5 .

*Baumol , W. J. and Oates , W. E. The Theory of Environmental Policy ,
1975 , Ch . 16 .

5 , 6 .

*Getz , M. and Y. Huang . "Consumer Revealed Preference for Environmental
Goods . " REStat . , Aug. 1978 .

Baumol and Oates , Chs . 4 and 6 .

Buchanan , J. M. and Stubblebine , W. C. "Externality , " Economica ,
Nov. 1962 .

.
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Econ 207
Resource Economics

IV .

V.

-2

B.

*Mishan , E. J. "The Relationship between Joint Products , CollectiveGoods and External Effects , " JPE , May/June 1969 .

Winter Quarter 1979.
Mr. Adam Rose

*Mishan , E. J. "The Postwar Literature on Externalities , An InterpretiveEssay , " JEL , March 1971 .

General Solutions to Market Failure

*d'Arge R. and E. K. Hunt . "Environmental Pollution Externalities andConventional Wisdom : A Critique . Environmental Affairs , June 1971 .

Lipsey , R. G. and Lancaster , K. "The General Theory of Second Best ,REStud . , Jan. 1957 .

Baumol and Oates Chs . 7 .

Davis , 0. A. and Whinston , A. "Piecemeal Policy in the Theory of SecondBest , REStud . , July 1967 .
11

*Ayres , R. V. , Kneese , A. V. and d'Arge , R. Economics and the Environment ,1970 , Ch . 3 .

Specific Policy Measures for the Allocation of Environmental Resources.
The Market Solution : The Assignment of Property Rights
Coase , R. H. "The Problem of Social Cost , Journal of Law and Economics ,Oct. 1960 .

Mishan , E. J. "The Economics of Disamenity , " NRJ , Jan. 1974 .

Dick , D. "The Voluntary Approach to Externality Problems , " JEEM ,Feb. 1976 .

*Demsetz , H. " Toward a Theory of Property Rights , " AER , May 1967 .

The Planning Solution : Public Provision

Herfindahl , 0. C. and Kneese , A. V. Economic Theory of Natural Resources ,Chs . 5 , 6 , 7.

*Mishan , E. J. Cost-Benefit Analysis , 1971 .

*Lange , 0. On the Economic Theory of Socialism , 1938 .

McIntyre , R. S. and J. R. Thornton . "Environmental Divergence : AirPollution in the USSR . " JEEM , August 1974 .

J
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Econ 207
Resource Economics

VI .

C.

D.

-3

Direct Controls : Standards and Prohibitions

B.

Kneese , A. V. and Bower , B. T. Managing Water Quality , 1968 , Ch .Y

Baumol and Oates , Chs . 10 and 11 .

Fiscal Measures : Taxes and Subsidies .

General Considerations

Winter Quarter 1979
Mr. Adam Rose

Herfindahl and Kneese , Chs . 8 , 9 , 10 .

Baumol and Oates , Ch . 12 .

Rose-Ackerman , S. "Effluent Charges : A Critique , " CJE , Nov. 1973.
*Buchanan , J. and G. Tullock . "Pollutors ' Profits and Political

Response : Direct Controls vs. Taxes , " AER , March 1975 .

A. Equity

Dorfman , N. "Who Will Pay For Pollution Control , " NTJ , March 1975 .

Baumol and Oates , Ch . 13 .

*Weitz , K. L. " Equity Impacts of Proposals for Federal Product
Charges . JEEM Dec. 1977 .

Uncertainty

Adar , Z. and Griffin , J. M. "Uncertainty and the Choice of Pollution.Control Instruments , " JEEM , Oct. 1976 .

Greenwood , P. and C. A. Ingene . "Uncertain Externalities , LiabilityRules , and Resource Allocation , " AER , June 1978 .

*Herzog , H. " Economic Efficiency and Equity in Water Pollution Control :Effluent Taxes and Informational Requirements , " JEEM, Feb. 1976 .

Smith , V. K. "The Measurement of Mortality--Air Pollution Relationships , "Environment and Planning , March 1976 .

C. Technological Change

Magat , W.
1978 .

"Pollution Control and Technological Advance , " JEEM , March

*Norgaard , R. and D. C. Hull . "Environmental Amenity Rights , Transactions.Costs and Technological Change , " JEEM , December 1974 .
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*

D.

E.

F.

-4 Winter Quarter 1979
Mr. Adam Rose

*Smith , V. K. "Detrimental Externalities , Nonconvexities and Technical
Change , " Journal of Public Economics , Aug. 1975 .

*Baumol , Ch . 8 .

Adjustment and Enforcement

Harford , J. D. "Adjustment Costs and Optimal Waste Treatment ,
Oct. 1976 .

Downing , P. and W. Watson . "The Economics of Enforcing Air Pollution
Controls , " JEEM , November , 1974 .

*Downing , P. and G. Brady. " Implementing the Clean Air Act , " NRJ ,
April 1978 .

Spatial Considerations

Mathur , V. K. "Spatial Economic Theory of Pollution Control , JEEM ,
June 1976 .

JEEM ,

Menz , F. C. and J. R. Miller. "Local vs. National Pollution Control , "
AER , March 1977. (See also note by Lerner) .

Denotes optional readings .

*Kohn , R. E. and D. C. Aucamp . "Abatement , Avoidance , and Nonconvexity , "
AER , December , 1976 .

Temporal Considerations

Dolde , W. , et al . , "Dynamic Aspects of Air Quality Control Costs , "
JEEM , December 1977 .

Forster , R. , "Pollution Control in a Two -Sector Dynamic General
Equilibrium Model , " JEEM , December 1977 .

.:
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VII . Natural and Man -Mad Hazards.
A.

B.

C.

Introduction

Reading List Supplement

Winter Quarter 1980
Mr. Adam Rose

Rose , A. "Toward a Theory of Economic Disruption and Response ,
Working Paper Series No. 31 , Department of Economics , U. of
California , Riverside .

Kates , R.W. "Natural Hazard in Human Ecological Perspective :
Hypotheses and Models , " Economic Geography , 47 , ( 4 ) ( 1971 ) ,
438-451 .

*White , G.F. , and J.E. Haas , Assessment of Research on Natural
Hazards (Cambridge , Massachusetts : The MIT Press , 1975) .

Alternative Decision-Making Approaches for Low Probability Events

Starr , C. "Social Benefit versus Technological Risk , " Science ,
165 , ( 3889 ) ( 1969 ) 1232-1238 .

Burton , I. and R. Kates , "The Perception of Natural Hazards in
Resource Management , " Natural Resources Journal , 3 , (1)
(1964) , 412-441 .

*Simon , H. "A Behavioral Model of Rational Choice , " QJE , February(1955) .

White , G.F. , P. Slovic , and H. Kunreuther , "Decision Processes ,
Rationality , and Adjustment to Natural Hazards , " in Gilbert
F. White (ed . ) , Natural Hazards , (New York : Oxford University
Press , Inc. , 1974 ) , 187-205 .

Pyle , D. and S. Turnovsky . "Safety-first and Expected-Utility
Maximization , " REStat . , February 1970 .

623-648 .

Ehrlich , I. and G.S. Becker , "Market Insurance , Self- Insurance , and
Self-Protection , " Journal of Political Economy . 80 , (4 ) (1972) ,

Adjustment to Hazards

Kunreuther , H. "Economic Analysis of Natural Hazards : An Ordered
Choice Approach , " in Gilbert F. White (ed . ) , Natural Hazards
(New York : Oxford University Press , Inc. , 1974 ) , 206-214 .

Kunreuther , H. "Limited Knowledge and Insurance Protection , Public
Policy , 24 (2 ) (1976 ) , 227-262 .

Howe , C.W. and H.C. Cochrane , "A Decision Model for Adjustment to
Natural Hazard Events with Application to Urban Snow Storms ,
Review of Economics and Statistics , 58 , ( 1 ) ( 1976 ) , 50-58 .

Krutilla , J.V. , "An Economic Approach to Coping with Flood Damage , "
Water Resources Research , ( 2 ) ( 1969 ) , 183-190 . .


