TCH. 10 ExtERwAUIYIE §

- UM COMPENSATED WMPA(T OF OWF
IMOINIDVAL (DR FIRM'S) A¢TIOA/S O
A BYSTANVDER

N ECATIVE EXTERAALITY
~ POULUTION

Plbov TAX

CAVDY .S{o(m (1151
{
TAx WECATIVE
D EXTERVAUTIES

' —  UNMTIL S0CCAlLY

GG & pprumar @
SucALLY OPIMAL | f ACHEIVED

GuwiTY T ATERMALIZE
THE EXTERAAUITY




POs171VE EXTERMALITY

- EDVCATION
- WEEDS « PESTS /vs PRETIY LAWNV

- STARBV(Kg SMELL

SUBSIDIZE  POSITIVE EXTERMALITIES



ROMALD (OASE
—_—
Z0ASE TNEOREN - PRIVATE IWDIVIpUALS

/__'
aw TWTERWAUZE EXTERWAITIES

WwITH BRIGES
IF THERE ARE M) BaARCKV W - (05T

' ¢ THERE ARE (AR PROFERTY
T RINTS



PLE pr
F EA/ (t E)(/’l‘? M‘.h gz&m

44784
FEMCE (osTS 1000 m i
HovsE A VALVES FEME

AT 11200

STRVUED
§ VAWES Uwos
Hmywv A1 3B 1§00

? §1200
UDRLD vnw& 1] FEA/LE by

J ’); , y &f,: h s f; J

’r ”
- ) |
F U

BRIGE 7 200
Hovse A REQuRes A

HOvSE B BRIBES 40 MORE THAN 1500
- V) BRSBEE FEME 1§ BUNLT



[(u. 10 ] fkTER/V/IUTIEf

METHODS OF IWTERVAU IV (-
EXTERMALITIES

@ TAX WEGATWVE EXTERVAUTIES
SUBSIDIZE PHIIWE EXTERAATIES

- PROGLEM: DIFEtULT Ty
DETERMIVE SOCIAL OST OR
SOCIAL BENVEFIT

() RECuLaTIon
-PROBUEM! Mot EFFILEXST

() IRADEABLE PERMITS
(UMTT GUANTITY 10 SOLIALLY
OPTIMAL LEVEL)

-PRoBUEM: SPCIALLY oPTIMAL
GV TITY?



