
Econ	342:	Environmental	Economics	
Chapter	13	
	

1. What are ecosystem goods and services? 
a. Ecosystem goods and services are goods and services produced by companies 

that are “ecologically friendly.” 
b. Ecosystem goods and services are goods and services that are supplied by 

ecosystems and directly benefit the wildlife population in an area. 
c. Ecosystem goods and services are goods and services that are supplied by 

ecosystems and directly benefit at least one percent of the human population. 
d. Ecosystem goods and services are goods and services that are supplied by 

ecosystems and directly benefit at least one person. 
	

	[Correct	Answer:	d]	
	
2. Which of the following is a way that economic activity can pose a threat to the natural 

world? 
a. Economic activity often means converting wildlife habitat into housing and 

commercial real estate. 
b. Business practices that promote overharvesting.	
c. Economic activity may provide funding for wetland and wildlife reclamation. 
d. Both land conversion and overharvesting threaten the environment. 

	
	[Correct	Answer:	d]	

	
3. Which of the following is NOT one of the categories into which the Millennium 

Ecosystem Assessment (MA) divides ecosystem services? 
a. Provisioning services provide direct benefits 
b. Cultural services provide recreational, aesthetic, and spiritual benefits 
c. Value-added services that provide opportunities for a site to get on the 

UNESCO world heritage list 
d. Supporting services 

	
[Correct	Answer:	c]	

	
4. Which of the following is NOT a main finding of the Millennium Ecosystem 

Assessment (MA)? 
a. It will be difficult to achieve many of the UN Millennium Development Goals 

if environmental degradation continues at the same rate. 
b. Ecosystems have been changing at a slower rate over the last fifty years than 

in previous time periods. 
c. Institutions and policies will have to change significantly in order for the rate 

of environmental degradation to reverse. 
d. Ecosystem health has suffered due to many of the ecosystem changes that 

have increased the well-being of humans. 
	



	
	[Correct	Answer:	b]	

	
	

5. Which of the following is NOT an example of an economics value foregone by the 
loss of ecosystem services? 

a. The loss of revenue to firms when costs increase due to tougher  
b. The loss of vital landscape when coral reefs are destroyed. 
c. The loss of pollination of agricultural crops when bees die from pesticides. 
d. The loss of recreational activities when a lake is polluted. 

	
	[Correct	Answer:	a]	

	
	

6. Which of the following is NOT an example of an economics value foregone by the 
loss of ecosystem services? 

a. The loss of revenue to firms when costs increase due to tougher  
b. The loss of vital landscape when coral reefs are destroyed. 
c. The loss of pollination of agricultural crops when bees die from pesticides. 
d. The loss of recreational activities when a lake is polluted. 

	
	[Correct	Answer:	a]	

	
7. Which of the following gives an accurate description of institutional arrangements for 

protecting ecosystems? 
a. Tradable entitlement systems treat all land as if it has equal value. 
b. Wetlands Banking works to preserve freshwater resources. 
c. Costa Rica’s PSA Program focuses on forestry ecosystems. 
d. Ecotourism creates a revenue stream based on environmental services that can 

serve to fund protection of those services. 
	

[Correct	Answer:	d]	
	
	

8. Ecotourism ________________. 
a. projects are all consistent with the definition of ecotourism. 
b. was created to provide an income stream from the land to help correct the bias 

against preserving land. 
c. shifts the private preservation bid rent function inward. 
d. always helps to conserve the ecology of a protected area. 

	
[Correct	Answer:	b]	

	
	
	



9. In the last class, we discussed and watched a video on Carbon Sequestration Credits. 
Discuss why a tradeable entitlement system such as Carbon Sequestration Credits can 
lead to efficiency? 

	
Carbon	reduction	credits	are	generally	created	in	developing	countries	that	do	not	
have	a	cap	on	their	emissions.	Making	these	entitlements	transferable	means	that	
the	highest	bidder	can	purchase	it.	This	creates	an	incentive	for	the	creditors	to	
create	credits	(i.e.,	plant	more	trees)	so	that	they	can	earn	revenue	by	selling	it.	On	
the	other	side,	the	buyers	who	acquire	the	credits	gain	since	they	can	now	legally	
emit	carbon	dioxide	from	their	factories.	Efficiency	is	enhanced	because	both	the	
buyers	and	the	sellers	stand	to	gain	in	such	a	transaction.	
	

	
	

	


