Use the following graph of the refined petroleum market to answer the question below.  
		$ per barrel					         MEC



				      A			D
				        	     B	  C		

          0	                      QE 	  		QC 	   Q (thousands of barrels)
					     	 M	
Give the economic interpretation (what do they represent) of each of the labeled areas: A, B, C, and D. 
[bookmark: _GoBack]The graph shows the Bargaining Rights Belong to Recreational Users when modelling environmental damage as a negative externality in terms of a clean river which the refinery is polluting. Before any rights (as in Coase theorem) were prescribed output (of barrels of petroleum) from the refinery was Qc, after rights were given to recreational water uses output (of barrels of petroleum) from the refinery dropped to Qe.

