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a) By not including water pollution to

the private marginal cost and

MCs deducting the health risks from
p

the private marginal benefit ,
Over production occurs at (Qp ,Pp) .

MCP The inefficient allocation creates
DWL

dead weight loss in the society .
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I b) . By imposing tax on producers ,

I Mop would shift up along with Pp
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reduces negative externalities

/
/ due to water pollutions .

1
/ • Implement labelling standards

I / MBP regarding health risks could shift

/ / MBP downwards and reduce Qp .

I 1 MBS less overproduction indicates more

I 1 a
efficient allocation and lowers dead

of Qp weight loss.


