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Negative Externalities
a. What is a negative externality? Why is it difficult to address negative externalities through the market without government assistance? 
Negative eternality refers to a cost that is suffered by a third party as a consequence of an economic transaction. In other words, negative externalities can be termed as the external costs affiliated with consumption or production of a good that causes harmful effects to a third party or when the cost spills over (Greenstone & Ori, 2019). The common forms of negative externalities include pollution, loud music, and congestion, all which imposes external costs in the people who live around. In the contemporary scenario, it is difficult to address negative externalities through the market without government assistance because of the pressure exerted by both producers and consumers in the same market (Greenstone & Ori, 2019). As evident, the market forces (demand and supply) keeps on pushing manufactures to produce more goods which are in favour of both corporate goals and customer needs as well. From another point of view, addressing negative externalities through the market would lead to market failure; where, the market is likely to fail to allocate its resources efficiently (Greenstone & Ori, 2019). For that reason, the government is mandated to respond to associated spillover effect through enacting varied policies such as regulations and tradable pollution permits to curb these externalities. 
b. Why is pollution a problem in many cities? What are some of the primary causes of pollution? 
Pollution is one of the leading threats not only to the wellness of every individual city but also to the welfare of the global environment. Pollution is a threat to many cities since it introduces harmful or poisonous substances into the surroundings. Although urban pollution may come from natural resources, the most detrimental are those emissions associated with human activities. According to Greenstone and Ori, pollution is a leading problem to large populations in many cities around the world since the air they breathe is highly concentrated with the air pollution that is shortening their lives (Greenstone & Ori, 2019). Residents in cities are experiencing a shortened life expectancy due to dirty air. A report by the Air Quality Life Index (AQLI) show that the primary source of pollution in our cities is the natural sources of energy we use. As such, fossil fuels makes nearly 80% of the global energy system, such as transportation and industrial activities, which particulate matter pollution during combustion, releasing it into the atmosphere and hence causing air pollution (Greenstone & Ori, 2019). In more concentric terms, automobiles and power production technologies produce large amounts of carbon monoxides to the air we breathe in. Other primary causes of pollution include poor disposal of wastes and burning of charcoals, all which substantially contribute to air pollution.
c. If the government wants to reduce pollution, what are some of the primary options that we discussed in class? 
[bookmark: _GoBack]Currently, economists are concerned with the need to address environmental problems to internalize the affiliated spillover effects. Pollution is a negative extremity and a cost to society (Greenstone & Ori, 2019).  The government can apply different primary options such as regulation which limits the number of pollutants that can be discarded into the atmosphere. Issuance of pollution permits is another effective pollution control option. It entails establishment carbon tax schemes in which manufacturing firms are granted the right to pollute a specified amount (Purwadi, Suhandi, & Enggarsasi, 2020). The government can also buy the carbon tax policy to make firms pay the social cost of pollution. The government may also opt for subsidies to help firms and people to use alternative energy sources. 
d. Assume you are hired as an economic consultant for a major city. What suggestions would you provide if asked for advice on addressing the pollution in a major city? What would you advise the city to do to reduce pollution?
To prevent pollution in a major city, I would advise the concerned stakeholder to opt for effective programs for businesses, cities, non-profits organizations, and communities that address the range of environmental problems, including air pollution. These programs include GreenStep Cities, offering business assistance, and funding opportunities which stands a chance to help people and firms to meet as well as exceed the established environmental regulations. I would advise the city to reduce pollution by planting and caring for trees to encourage filtration of pollutants as well as absorption of carbon dioxide from the air. The city should encourage reduced use of automobiles which are significant sources of air pollution. Encourage less use of energy by choosing efficient appliances and heating systems (Purwadi et al., 2020). Overall, the city should reduce air pollution by upgrading energy use and adopting alternative transport systems.
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