Finance Questions

Complete one of the two following questions.  Your answers should apply the theories you learned in class to real life issues confronting Vermont.  In either question there is room for informed opinion, but you must use the theory and facts to justify your opinion.  Your answers should be clear and concise.  Style, organization, grammar and spelling will all count toward your grade.  

Formatting Note: Your response should be limited to 4 pages, single-spaced, 12 or 14 font, with page numbers and your name on every page.  A bibliography and citations using the APA or similar social science format for citing sources is required.

1.   Lt. Governor Brian Dubie is very interested in transforming Vermont into a leader in alternative energy, creating a ‘green valley’ here to rival California’s silicon valley.  This is particularly challenging as fossil fuels and nuclear energy are heavily subsidized by the federal government.  What role, if any, do you think the government should play in such an endeavor?  Use your knowledge of markets, market failures and your beliefs concerning the role of government to justify your answer.  
Assuming that the government is going ahead with the project (even if you believe it shouldn’t), propose the most fair and efficient mechanism for doing so that you can come up with.  You need to explain both how the government will capture the necessary revenue, and how it should spend it.  

2.  A circumferential highway (the circ) has been proposed for Chittenden County as a means to relieve traffic congestion.  
a.  Explain carefully why roads are a natural monopoly, and why this makes it appropriate for governments to provide them.

b. Explain carefully why roads can be considered public goods, and why this makes it appropriate for governments to provide them.

c. Describe some externalities (negative and/or positive) of building the circ highway.

d. If the circ highway is to be built, propose a fair and efficient mechanism for attaining the necessary revenue.  

e. Do you think federal funding for this type of project is fair and efficient? Why or why not?  

f.  After conduction some background research (via Internet is fine), explain why you favor or oppose the circ.

