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Deadweight loss of an externality (E38d) 

 The following diagram shows a market with a negative 
externality in production. What is the deadweight loss 
caused by this negative externality? Justify your answer. 

Supply = MPC 

Demand = MSB 
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Abbreviations: 

MSC Marginal social costs 
MPC Marginal private costs 

MSB  Marginal social benefits 

Click here to get the answer! 
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