EC50127 – Environmental Economics 2

Test 1
22 April 2005

During the first classes of the course, we have discussed non-market valuation techniques, such as the Contingent Valuation Method, the Travel Cost Method, the Conjoint Analysis and the Hedonic Pricing Method. 

During this test you are asked to think at a hypothetical case study, describe it and discuss how one of the above valuation techniques may be used in a cost-benefit analysis exercise in a hypothetical case study.  

Describe clearly each of the following tasks:
Task 1 (30% mark)

Answer all questions.

1. Think of a hypothetical case study. Describe a hypothetical public program or a hypothetical environmental damage that would affect the welfare of a population. List the impacts on welfare that you would expect.
2. Define the population whose welfare is affected by the program or by the environmental damage. 
3. Decide upon a non-market valuation technique you would apply to assess the non-market benefits of the program (or the non-market costs of the damage). Why did you choose this non-market valuation technique?
Task 2 (30% mark)

Answer either question 4 or 5.
4. If you decided to describe a survey based technique, explain all the steps you need to carry out in the valuation exercise, such as:


- sampling plan


- number of interviews you expect to carry out


- when you would do the survey


- survey administration 

- different sections of the survey instrument
5. If you chose to use the Hedonic Pricing Model, explain the possible econometric problems you might face, and how you would solve them.
Task 3 (40% mark)

Answer all questions.

6. Analysis of the data. 
Describe the model(s) you would use to analyze the data, including the following: 

What is your dependent variable?
What are the independent variables you would use in your model? Is there any specific effect you are interested in testing in your model (maybe some people are willing to pay more for the program rather than some others. how can you find out that)?
Explain any data cleaning process you might do.

7. Describe how you would estimate the welfare change associated with the policy or with the environmental damage.
You have 60 minutes to complete the test.

PAGE  
1

