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	1.
	An EXTERNALITY is a side effect that falls on a:



	A. Buyer in the market
	B. Seller in the market

	
	

	C. THIRD PARTY who is not the buyer or seller ✓
	D. Government tax collector



	2.
	POLLUTION is the textbook example of a:



	A. Positive externality
	B. Negative externality ✓

	
	

	C. Public good
	D. Private good



	3.
	A Pigouvian TAX is the standard fix for:



	A. Negative externalities ✓
	B. Positive externalities

	
	

	C. Public goods
	D. Private goods



QUICK WRITE
Open Response
QUICK WRITE: In 3-4 sentences, define an EXTERNALITY in your own words and use ONE specific example each of a NEGATIVE externality and a POSITIVE externality. Then explain which Pigouvian fix (TAX or SUBSIDY) the government would use for each, and WHY. Use at least three vocabulary terms from this lesson (e.g., third party, social cost, social benefit, internalize, Pigouvian tax, Pigouvian subsidy).

	
	Teacher-graded - Students should reflect on the lesson content in 2-3 complete sentences.


ANSWERS
	1.
	C

	2.
	B

	3.
	A
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Thank You!
	
	If you enjoyed this product, please do not forget to rate and review to assist other teachers.



	
	Looking for future discounts? Earn TPT credits by reviewing purchased products.



Please contact me if you have any issues with this product. Just like our students, I am always looking for opportunities to grow.
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