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Environmental economics is
actually pretty new
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Reconsidered is the landmark
paper in the field (sort of like
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Why do supply curves slope up?

If we produce more of a good, we choose the lowest (opportunity) cost
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Marginal costs go up as production goes up  producers need higher
prices in order to produce more goods
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Consumer surplus is the
difference between willingness to
pay (demand) and price

Producer surplus is the difference
between price and marginal cost
(supply)

Total surplus is the sum of CS and
PS
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Externalities are when an economic transaction imposes a cost or benefit
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In enviro econ, the key departures from the standard perfect market are
externalities and non-rival and non-excludable goods:

Non-rival: additional people can get the benefits of consuming the same
unit of the good at no extra cost to others

Non-excludable: extra individuals can't be precluded from consuming the
good

Excludable Non-Excludable
Rival Private goods (food) Common-pool resources (fish, timber)
Non-rival Club goods (parks, netflix) Public goods (air, national defense)
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We will also discuss imperfect information: when economic actors are
uncertainty about the prices or quality of a good

If there's imperfect information then efficiency may not be achieved

Why?

Without the adequate information, buyers or sellers cannot make the
choices in their best interest

36 / 38

Efficiency and equity

The First Welfare Theorem guarantees competitive markets give (Pareto)
efficient allocations

37 / 38

Efficiency and equity

The First Welfare Theorem guarantees competitive markets give (Pareto)
efficient allocations

It does not guarantee that these allocations are desirable, any examples?

37 / 38

Efficiency and equity

The First Welfare Theorem guarantees competitive markets give (Pareto)
efficient allocations

It does not guarantee that these allocations are desirable, any examples?

E.g.

37 / 38

Efficiency and equity

The First Welfare Theorem guarantees competitive markets give (Pareto)
efficient allocations

It does not guarantee that these allocations are desirable, any examples?

E.g.

If Elon Musk held all the wealth in the world, that would be a Pareto
efficient outcome even though it goes against basically all people's
notions of equity

37 / 38

Efficiency and equity

The First Welfare Theorem guarantees competitive markets give (Pareto)
efficient allocations

It does not guarantee that these allocations are desirable, any examples?

E.g.

If Elon Musk held all the wealth in the world, that would be a Pareto
efficient outcome even though it goes against basically all people's
notions of equity

Perfect price discrimination is also Pareto efficient: producers capture all
the surplus but it is maximized 37 / 38
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Lecture 01
Introduction to Environmental Economics

Dana Andersen
ECON 467

https://youtu.be/c8vLVrxWIpg
https://youtu.be/c8vLVrxWIpg
https://youtu.be/9qjvwQrZmpk
https://youtu.be/QwgximJ9vPk
https://youtu.be/1yzmOrcLIPo
https://youtu.be/1yzmOrcLIPo
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In enviro econ, the key departures from the standard perfect market are
externalities and non-rival and non-excludable goods:

Non-rival: additional people can get the benefits of consuming the same
unit of the good at no extra cost to others

Non-excludable: extra individuals can't be precluded from consuming the
good

Excludable Non-Excludable
Rival Private goods (food) Common-pool resources (fish, timber)
Non-rival Club goods (parks, netflix) Public goods (air, national defense)
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Imperfect information

We will also discuss imperfect information: when economic actors are
uncertainty about the prices or quality of a good

If there's imperfect information then efficiency may not be achieved

Why?

Without the adequate information, buyers or sellers cannot make the
choices in their best interest
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The First Welfare Theorem guarantees competitive markets give (Pareto)
efficient allocations

It does not guarantee that these allocations are desirable, any examples?

E.g.

If Elon Musk held all the wealth in the world, that would be a Pareto
efficient outcome even though it goes against basically all people's
notions of equity

Perfect price discrimination is also Pareto efficient: producers capture all
the surplus but it is maximized 37 / 38



Ecological wealth
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https://youtu.be/1yzmOrcLIPo
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