Answer on Question #42170, Economics, Microeconomics
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The supply curve is the marginal private cost curve,

S = MC. The demand curve is the marginal social benefit
curve, D = MSB. Market equilibrium at a price of $100 a
tonne and 4,000 tonnes a month is inefficient because mar-
ginal social cost exceeds marginal social benefit. The efficient
quantity is 2,000 tonnes a month. The grey triangle shows
the deadweight loss created by the pollution externality.
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