Q1.


	PRICE
	SS
	PRICE
	QA
	QB
	QC
	AGGREGATE DD

	15
	1
	0
	6
	4
	9
	19

	21
	2
	3
	5
	3
	8
	16

	30
	3
	6
	4
	2
	7
	13

	39
	4
	9
	3
	1
	6
	10

	48
	5
	12
	2
	0
	5
	7

	57
	6
	15
	1
	0
	4
	5

	 
	 
	18
	0
	0
	3
	3

	 
	 
	21
	0
	0
	2
	2

	 
	 
	24
	0
	0
	1
	1


Q2.
EFFICIENT equilibrium is where aggregate demand = supply =2 and P= 21

Q3. THE WILLINGNESS TO PAY MUST BE MORE THAN 10 FORA PERSON TO AGREE TO THE TAX.

B will be unwilling as he is willing to pay only 9 for a positive amount of the good.

A and C will agree as the quantity they are willing to pay with 10 is positive. 

PART1

Q1

Private costs refer to costs incurred by the producer due to production of a good involved in an externality. The social costs add the harm inflicted on society to private costs.  So with a negative externality social costs > private costs as society suffers the ill-effects of the good involved in this negative externality.
Q2

Without intervention p= 6 and Q= 130

Q3

This equals the vertical gap between MSC and MC= 2

 Q4

Q= 125 and P= 7

Q5.

The government can tax polluters to the level of $2 per unit. It can also issue limits on pollution that is permissible. It can create tradable rights over pollution so that pollution can be traded at efficient levels based on public demand / dislike for pollution

Part 2

 Q6
P= 3000 Q= 14

Q7.
External benefits imply that the benefit from consuming a good accrues to not just the person who pays for the good, but also to those who do not pay for it. The latter benefits are called external benefits. Education improves human capital, which raises GDP that allows anyone who is not educated to benefit along with the educated persons

Q8.
Approximate Q= 13. The supply curve showing marginal social benefit is vertically above the MPS by a distance of 1000, so that quantity falls to 13. Price rises to 3300.

Q9
the State can subsidise education by an amount 1000/unit.
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