
 



 



 

 

 

 



 



 

Source: Bolotta, A. et. Al, Economics Now (2nd ed.) Thompson, Toronto, 2018, pp. 408-418. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Questions: Including the Environment in Economic Decisions 

Answer the following based on your knowledge of economics and the reading: “Including the 

Environment in Economic Decisions” 

1. How are the concepts of sustainable development, carrying capacity and drawing down  

     related? 

 

2. Explain why producers do not include the negative effects of their private production  

     activities, such as pollution, in the calculation of profit? 

 

3. Explain the difference between a positive and negative externality.  Be sure to provide an  

    example of each.  

 

4. Create a table that compares the advantages and disadvantages of subsidies, taxes and  

     regulation as differing methods of controlling pollution. 

 

5.  Study the diagram below: 

 
 

Analyze and explain how the use of a tax is curbing the levels of pollution emitted by a firm and thus  

forcing it to ‘internalize the negative externality’.  

 

 


