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Study unit 2

Public goods and externalities

* Vertical vs Horizontal summation
 Non-rival and non-excludable
* Fig.3.1 vs Fig. 3.2 (BCS)

* Positive and negative externalities
* Fig. 3.3 and 3.4 (BCS)
 How could government intervene?
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Negative production externality
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Positive consumption externality

S = MSC

Figure 3.4 Extornal benefit and Pigouvian subsiay -
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