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The price on a gas pump only reflects part of the true cost — pollution @nd climate damages are paid by society, not
shown on the sign.



THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REAL COST DF TIHING! ARTICLE

The Hidden Price Tagi&‘l\’

Externalities and the
Cost of Things

When the Price at the Pump Isn't
the Whole Story

Imagine pulling into a gas station and pa
$3.50 for a gallon of gasoline. Tr
- ) & %0n a gas pump only reflects part of the
complete, right? Not quite. Tha er C c®t — pollution and climate damages are paid
0]

by society, not shown on the sign.

the pump only tells part

Somewhere do e ¢ \
10x1 mosphere, contribute to smog in a nearby ci
i0 w 0 a warming planet. Nobody charged you f ‘
S , Bomewhere, will pay for them. This gap betwee 0 ?
éhing actually costs is one of the most powerful ideas i 66
#l environmental science. Economists call it an ext‘.ernality,C w&

1@1 rstand it, you'll start seeing hidden price tags everywhere.
What Is an Externality?

An externality is a cost or benefit that falls on a third party — someone who wasn't

part of the original transaction. Think of it as a side effect that the market price

ure. In other words, the buyer and seller agree on a price that work$for
t pric“’gnores consequences felt by people who had no sa 1.
in

i @ two forms: g 0
Q e externalities occur when a transaction es \o OQS‘C
\ ution is the classic example. When a facto o &
6 the price of that electricity doesn't inclu h t by people who
N breathe the polluted air nearby:. ? g§
* Positive externalities occur whe%ms 6—3 es benefits for others.
»twghey protect not only themselves

ectricity,

When someone gets vaccinated agai
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but also the people around them
The vaccine's market price doesn't r c& ader social benefit.

Breaking Down the Gasoline E@

Let's examine the $3.50 gallon of gas more carefully. Researchers and economists

eﬁ""

nn c the disease from them.

have estimated that when you factor in:

* Air pollution and respiratory health costs (hospital visits, lost workdays)

s, extreme weather events,

* Military and geopolitical ri Q&y chains
...the true social cost of a 111&/ e

The difference ¥ the true cost is a negative externality

* Climate change damages (rising sea le

agricultural disruption)

anywhere from $5 to over $10.

— and it's 7 iety at large, by ecosystems, and by future

gen
Ex 1n1r¢ ;'Vorld Examples

vh the Atmosphere 9
xide.

fired power plants emit sulfur dioxide, nitrogen oxides, and carbo

These gases contribute to acid rain, which damages forests and lakes, and to climate
change, which alters Earth's hydrosphere and biosphere. The communities living

near these plants — often lower-income neighborhoods — bear disproportionate

e Surprising Case of Honeybees

Here's a positive externality you might keeps honeybees

for honey production, neighboring fi the bees' pollination —
for free. The orchard owner didn't pay t % , and the beekeeper wasn't

compensated for it. Markets, left alonfv ely produce fewer beekeepers than
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society actually needs, because the f e 1sn't reflected in honey

prices. This is a pattern worth recogniz :“ 1tive externalities exist, markets

tend to underproduce the beneficial C»

Vaccines and Herd Immunity

Contrast the honeybee example with vaccines. When enough people in a community
are vaccinated, the disease can no longer spread easily — this is called herd

immunity. Each individual vaccination creates a positive externality for everyone

else. Because individuals only consider thair @wn benefit when deciding whether to
get vaccinated, markets alone ten w cinations than the socially
optimal level. Both the honeybe AV e s illustrate the same

a
of dh a
th €8s@fithat @ction than it truly needs.

x@%orrect Externalities

underlying logic: when th! aren't captured by the person

taking it, society

How
R

i
use'@everal

sometimes fail to account for externalities, g

ring prices closer to their true social cost:

.mmgg

environmental cost, making cleaner alternatives more competitive. Several

th
. e&gouvian taxes): A carbon tax adds a fee to fossil fuels pro

r emissions. This forces producers and consumers to internalize

countries, including Canada and Sweden, have implemented carbon pricing

systems.

es: Governments can subsidize goods with positive externalities to
e more production and consumption. Tax credits for electric vehileSor
@amples — they lower the price to reflect the br ' “
ngen tecG
ire ‘ ' g‘

negative externalities. ?
Each approach has real trade-offs w. Q s generate public
revenue and create market incentives crit ey can place heavier
financial burdens on lower-income hous ON
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income on energy. Subsidies encoura efi ﬁrl" ut draw on public funds

that could be used elsewhere. Regulati iSely target harmful activities but
may be difficult to enforce consiste

n \ e
borders. Recognizing these tensionts en

best in different contexts.

ecially when pollution crosses national

tial to evaluating which policy tools work

What Can Individuals Do?

Understanding externalities isn't just an acadgmic exercise — it can shape everyday

decisions. Choosing energy-efficient appl supporting local transit, or

re@ys individuals can help
ters understand the gap

0S y are better equipped to support
c\) chottes, multiplied across millions of people,

producers that social costs matter.

advocating for stronger environm

reduce negative externalitie,
between market prices a x
policies that clo a Ind¥i
can shift e and S

e Invisible Price Tags
alitie

g a fundamental truth about markets: prices are powe igna 6€
but ey$ always tell the whole story. When the costs of human activity spi
to&systems, communities, and future generations without being r@xin

market prices, markets fail — and the environment often pays the price. By learning

on

N\
i

Ext

to differentiate between private costs and social costs, and by examining the
relationships between economic decisions and Earth's systems, you gain a sharper

lens for evaluating real-world problems. The next time you see a price tag — on gas,

on electri@ity, on food — ask yourself: What's the hidden cost? Who's really payifig?
A be d;e about it? ’
C- \\o
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THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REAL COST DF TIHING! LESSON OBJECTIVE

\_!: Lesson Objective C‘ p

In this lesson, you will explore how human economic

‘0-‘ "p BEES POLLINATE,
%

* A FARMS THRIVE -

decisions — like burning fossil fuels or choosing energy
sources — create hidden costs and benefits that affect
Earth's atmosphere, ecosystems, and communities. You

NCSS.D2.Ge0.5.9-12 — Human-Environmen

the gap between what people pay for: what p— n— :
those goods truly cost society a 4 When beekeepers tend their hives,
: nearby orchards receive free
the end, you will be able a pollination — a classic example of a
examples and evalu hoW e 0 - onnect to positive externality that markets
; - often overlook.
environmental ts: \
%tg human impacts on Earth systems; TEKS.113.5% ‘

Standa E
nmen Qa CS:
s Le

Bloom' yze

ci sts by examining how negative and positive externalities reflect der

1: Students will analyze the relationship between market prm%

environmental and economic consequences of human activity.

Explanation: Analyzing requires students to break down complex concepts — like the
difference between private costs and social costs — and identify how the parts relate to
each other and to larger Earth systems. This goes beyond simply recalling definitions;

studen st examine evidence, compare examples such as fossil fuels versus sol
e raw c ections between economic decisions and environme
, v O e O
C i

C:
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THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REAL COST DF TIHING! APPLICATION QUESTIONS

. Application Questions :‘ p

Read each question carefully, use evidence from the article to support your

thinking, and write a complete response in your own words.

rice that does not include the health
munitigs. Analyze how this situation
h &ystems are affected by the

5, w&ars the costs that are not included in the
gms — atmosphere, hydrosphere, biosphere, or
nd

1. A coal-fired power plant sells electricity at

and environmental costs it creates for

2. The article describes both a carbon tax and government subsidies for solar panels as
tools to correct externalities. Analyze the strengths and trade-offs of each approach, and
explain which groups of people might be helped or harmed by each policy.

: Think @bout how each policy changes the price signals in the marke 5
05 nergy, and who might struggle with higher energy cqog w @
ticle's point about lower-income households spend
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3. Compare the honeybee pollination
Analyze what these two situations have ifg#o
why markets alone tend to produce 1es: ea an society actually needs.

- Aadl
e ggi e herd immunity example.
“ rms of externalities, and explain

Think about: Identify what type of exte
making decisions for themselves might not account for the benefits they create for others, and

y both examples share, think about why individuals

consider what the article says about the relationship between positive externalities and market
underproduction.
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THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REAL COST DF TIHING! PRIMARY SOURCE ANALYSIS (DBQ)

Primary Source Analysis w»

Read the primary source excerpt below carefully. Then answer the four analysis

questions that follow. Use evidence from the source and your knowledge of

externalities, environmental economics, and human-environment interaction to

support your responses.

vironment and Public

inegp bears little resemblance to the true
j ﬁen we burn a gallon of petroleum, we \

r with smog, sending children to emergency

release t

roQms th d costing our hospitals millions of dollars ann
?ra th of our atmosphere, threatening coastal commu

rigihg 6

in dist ﬁ

Testimony Before the U.S.

Works [Congressional T

The price a consu
cost that fuel j

sea
roducing regions, spending blood and treasure to secure supply
these costs appear on the price sign at the filling station. They Q
astead by our citizens, our ecosystems, and our children's futures. Unt

energy
prices reflect these true social costs, the market will continue to steer us toward

choices that are privately cheap but publicly devastating. I urge this Committee to
consider a meaningful carbon pricing mechanism that compels industry and
consumers alike to reckon honestly with the full consequences of their energy

rom tesidmony of an environmental economist before the U.S. Senate

blic Works, Washington, D.C., 2009
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1. Who is the author of this testimony, ha i gl purpose in presenting it
to the Senate Committee? How might th tﬁn

influence the perspective expressed iw

of ing public debate about
d he I'and political context of this

ng fér c n pricing, and what broader

s an environmental economist

[Sourcing]

2. This testimony was delivered in

climate change and energy polic
era help explain why the a@ith@Bw.
environmental conE sR@pi

W

-®The author states that gasoline costs are 'borne instead by our citizens,"8tr

is ggn ersation? [Context]

ecosystems, and our children's futures.' Using evidence from the source, identify at least
two specific negative externalities described and explain how each represents a cost
that is not reflected in the market price of gasoline. [Close Reading]
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4. The author advocates for carbon p s a 19? p
Based on what you have learned about Pigeuwigan ”s

ubsidies, and regulation, do
you think carbon pricing alone is sufmﬁmss the negative externalities of fossil
0

e problem of externalities.

fuel use? Use evidence from the sou ur knowledge to support your answer.

[Corroboration]

\ ®
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THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REA 05T OF THINGE TIMELINE CONSTRUCTION

Timeline Construction :‘ P’

Below are five key events or developments in the history of how societies have
recognized and responded to environmental externalities. Your tasks are: (1) Place

the events in correct chronological order by writing the letter IDs from earliest to

most recent. (2) For each event, respond to the significance prompt in 1-2

sentences, explaining why that event matiered for understanding the relationship

between human economic activity and Earth's systems.

regulations setti

99(»

P \
y was it significant that the government used regulation rather than market Q alone to

address the negative externalities of air pollution from fossil fuels?

N\

oxides emit
| D
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A. British economist Arthur Pigou fo tr go cept of externalities in his
work '"The Economics of Welfare,' arguin ﬁh rices often fail to capture the

s.

full social costs or benefits of economit ns

| Date / Period:

I Significance:

Why was Pigou's identification of externalities a ing point in how economists and

policymakers thought about the relationship markets and environmental harm?

I Significance:

Why did Sweden's carbon tax represent a significant shift in how governments attempted to
correct the negative externalities associated with fossil fuel use and climate change?

)i
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B. Scientists document widespread ac

‘6?,\"

ests and lakes across North

America and Europe, linking the destruc oxide and nitrogen oxide

1

s

s of miles away.

emissions from coal-burning power p

| Date / Period:

I Significance:

source?

Why did the discovery of acid rain strengthen th gument that negative externalities from
industrial energy production could cross bo damage ecosystems far from the original

\C°

nal carbon pricing system, requiring provinc

\AS
Q

D.

s, with revenues returned to households — illustr

C

p
pro ity trade-offs of Pigouvian tax policy.

ca
d
I c¢od:

| Significance:

Why is Canada's carbon pricing system considered an important real-world test of whether
carbon taxkes can reduce negative externalities while also addressing concerns about finangial

3\% o™

?9‘6?50
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THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REA 05T OF THINGE CIVIC ACTION SCENARIO

Civic Action Scenario :‘ P

Read the civic scenario below carefully. Identify the stakeholders involved and

answer all three questions using evidence, reasoning, and your understanding of

externalities, environmental economics, and civic responsibility.

Scenario: The city of Millbrook i a new coal-fired power
plant on the edge of town. Th s and lower electricity

rates for local businessedlané r . (-@ environmental scientists warn
that the plant wi su e arbon dioxide, increasing respiratory \
i h 0

a
illness rates b d contributing to regional climate change.
ts

m lower-income communities closest to the

orgfan its are issued. The city council must decide wh
approve t , reject it, or require the company to offset its environm

C% construction begins.
Stakeholders: Millbrook city council members responsible for approving or denying the permit
| Lower-income residents living near the proposed plant site who face the greatest health risks

| Local business owners and workers who would benefit from lower energy costs and new jobs

| Environmental scientists and advocacy groups concerned about long-term damage to air

quality and climate systems
; e r@e externalities associated with approving the co
rs a‘;, are NOT reflected in the price of the electricifg t
uc

\ e ow does this represent a market failure?
 _
o
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externalities created by the

2. Compare at least two government p 00

subsidy — that the city or state could us

plant. What are the trade-offs of each é@&

different stakeholder groups?

3. The lower-income residents near nizing to participate in the
ities in this situation. What role

at lve environmental externalities

®

3\
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THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REAL COST DF TIHING! ECONOMIC DECISION TREE

Economic Decision Tree :\ p’

Read the scenario below carefully. Review the two policy options, including their

costs and benefits. Then answer the three analysis questions using evidence and

economic reasoning.

oal-fired power plant that

Scenario: The city of Riverside i
ality data shows that

supplies electricity to 200,00

residents living closest 1‘ ly higher rates of asthma and
respiratory illness, plahat
emissions. T t ﬂ &
create e m
0

aj&ltributor to regional carbon

ow to address the negative externalities

tions are on the table, and the council must

Tw
?@ a% onmental trade-offs before voting.
Op onpalement a Carbon Tax on the Power Plant
0s

QI Benefits:

e carbon tax will likely raise electricity * The tax forces the power pl 0
prices for all residents, placing a heavier internalize the environmental and health
financial burden on lower-income households costs of its emissions, bringing the
who spend a larger share of their income on market price of electricity closer to its
energy bills. true social cost.

r plant may reduce operations or lay * Revenue collected from the carbon t
et the added tax costs, can be reinvested into public he
incr@asing local unemployment. programs or subsidies fosfble r ¢
in, Wa¥and monitoring emissions alternatives in the Og 0

quifes angoing government administrative * Creating a finaig¢ialinc r ttc
is

\ \' resogrces and funding. plant i Sﬁ@a‘es
? i e

N
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Option B: Subsidize Rooftop Solar

els nts

Costs: F S;
» Subsidies require significant public fﬂ * Subsidizing solar panels lowers the market
s es

drawing money away from other city price to reflect the broader social benefit

such as schools, roads, or emergency services. of clean energy, encouraging more

« Not all residents can benefit equally — renters  residents to adopt renewable energy.
and those in multi-unit buildings may be * Increased solar adoption reduces overall
unable to install rooftop solar panels, creating demand for coal-generated electricity over

an uneven distribution of benefits.

time, gradually decreasing the plant's
» The coal plant continues operating at fu egative externalities.

capacity in the short term, meanin esi ho install solar panels benefit
pollution and health externalitie l8hg-term reductions in their

solar adoption gradually i icity bills, improving household

\< * economic stability.
e e &reated by the coal-fired power plant and ex
was not part of the original electricity trans X

2. Compare the two policy options. Which option do you think more directly addresses

the concept of internalizing the true social cost of electricity production? Use specific
co@eﬁts from the decision tree to support your analysis.
\ \C * Q\ \C‘

3
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THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REAL COST DF TIHING! CLOSE READING PASSAGE

Close Reading Passage :\ p’

Read the following passage carefully. Then answer the five questions below, using

evidence from the text to support your responses.

Energy Choices and Their Hidden Costs |
i e, 1 ides, and carbon dioxide.

ts and lakes, and to

type of energy we choose carries consequences well &
lyattility bill. Recognizing that markets sometimes fail to account rP

ities, governments use several tools to bring prices closer to thei %
ial cost, including carbon taxes, subsidies, and regulation.

-

1. According to the passage, what are two specific gases emitted by coal-fired power
plants, and what environmental problems do they cause? [Comprehension]

© 2026 Bohmi | For your classroom use only. Page 20
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ts use to address negative

ool

c\y

2. What does the passage identify as t
externalities in energy markets? [Comp

3. The passage states that lower-income ities often bear disproportionate
health burdens from coal plants. What er the relationship between
economic inequality and envirgn h is detail? [Inference]

LI\ €
?~§€P°® '3

conomists argue that solar energy's "social cost" is lower than its

\ O
Q&
<

S

\€§3\°‘“
X
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5. The author uses the phrase "conse S ﬁ r monthly utility bill" to
conclude the energy comparison. Analyz se functions rhetorically — what

effect does it have on the reader, and “ connect individual economic decisions
to broader environmental impacts? Lr

O
o
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THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REAL COST DF TIHING! MULTIPLE CHOICE

. Multiple Choice

Read each question carefully and select the best answer from the choices provided.

Each question has only one correct answer.

1. A factory releases sulfur dioxide into the aigfivhile producing steel. Nearby residents
experience increased rates of respiratory i Which gf the following best describes

this situation?

A positive exte

rnalit ‘ t act@Qes jobs for the community
5. A negative e e“be e health costs fall on people not part of the \
transaction S\

oSthive 6?‘
2. se ?estimate that the true social cost of a gallon of gasoline is sigaific 6
I‘Man its pump price. Which of the following best explains why the @ce is

Ee the government has already taxed the facto
gt% y, because the factory contributes to the local ec
lower than the true social cost?

A. Gas stations intentionally undercharge customers to increase sales volume
. The government subsidizes gasoline to keep prices affordable for consumers

C. The gump price does not include environmental and health costs borne by sogiety

c°‘“

ie&ﬂsor}a the environmental costs internally to avoid regulat.

\?

\C
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3. When comparing coal-fired power p

Nl
9& shich of the following best

ower true social cost?

A. Solar panels are always cheapMan coal plants

B. Solar energy produces far fewe gative externalities, such as air pollution and
climate change damages

0s

explains why economists argue that sola

C. Coal plants are taxed more heavily by the government, raising their market price

D). Solar energy companies receive more government subsidies than coal companies
4. A beekeeper raises honeybees fo ctiw neighboring orchards
benefit from the bees' pollinatio C following conclusions can
be drawn from this scenari X

A. The marke 1 d eepthg services because the beekeeper earns \

extra incgme rch %

B t e optimal number of beekeepers because ho

h 9{ 1 underproduce beekeeping services because the full so v&%g
lin s not captured in honey prices

éye market will underproduce honey because orchards compete wi@&eepers

for resources

A
Q-
"

3

\?«§3\°‘“
X
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gs ve by adding a fee

est describes the intended
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5. A carbon tax is designed to make fo els

e &
A. Tt forces consumers to stop usilgssil fuels immediately, eliminating all carbon
emissions

proportional to their emissions. Which o

effect of this policy on Earth's systems?

B. It encourages producers and consumers to shift toward cleaner energy, reducing
negative externalities on the atmosphere and climate

C. It generates government revenue that isgised exclusively to repair damaged

ecosystems

D. It lowers the market price e ectly subsidizing solar and

wind companies \ C
*
6. Herd immu% % ople in a community are vaccinated,

m easily. How does this concept relate to the i

0Gcu
preventi is ﬁ
© QP‘ Q‘
erd %v a negative externality because vaccines have side e s tha 6
afféct der community P
Q immunity is a positive externality because each vaccination mﬁv efits

unvaccinated community members

C. Herd immunity is unrelated to externalities because vaccines are a private
medical decision

B ) RO
% © RN\ N
& \ XA
\ ngs

S
ol
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7. Critics argue that carbon taxes can he ial burdens on lower-income

households. Which of the following best lad ncern?
A. Lower-income households use IUquels than wealthier households on
average

B. Lower-income households spend a larger share of their income on energy, so
energy price increases affect them more severely

C. Carbon taxes are only applied to luxury goods, which lower-income households

purchase more frequently

). Lower-income households recei e vernmesnt subsidies to offset the cost of

carbon taxes o

h“kd ﬁ:i&grom coal plants damages forests and
X

1
0
me acid rain erodes rock formations undergrou

8. Acid rain cause
lakes. Which of
externali

s is most directly affected by this negative

s

. and hydrosphere, because forests and lakes are living a watelg
based S P

‘ C. atmosphere only, because sulfur dioxide remains in the air and@“ reach
e ground

D). The geosphere and atmosphere only, because acid rain affects soil minerals and
air quality

A
Q-
"

3

\?«§3\°‘“
X
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9. A government offers tax credits to solar panels. Based on

the concept of externalities, which of the Justifies this policy?

wn
11 Qi
A. Solar panels are too expensive cwusehold to afford without government

assistance

5. The subsidy corrects for a positive externality by lowering the price to reflect the
broader social and environmental benefits of solar energy

C. The subsidy is intended to punish fossil fuel companies by reducing demand for

their products
). Solar panels generate negative esxte i that naust be offset by government
funding o§

10. When pollution,f; industelal ac ses national borders, which of the
following chall

overnments trying to regulate negative

ore effective because multiple countries ca % ?‘

B It idtes the need for regulation because international markets aut ma&
<co or cross-border pollution g &

. It makes enforcement of environmental regulations more difficult because no

single government has authority over all affected areas

external

sly

D. It reduces the total amount of pollution produced because countries must share

o

the cost of cleanup

A
Q-
"

3
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THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REAL COST DF TIHING! TRUE / FALSE

. True / False

Read each statement carefully. Determine whether the statement is True (T) or

False (F) based on your understanding of externalities, environmental economics,

and human impacts on Earth's systems. Write T or F for each item.

1. The market price of gasoline fully refleGts

health costs.
O True O False \ \
2. Ane X iky oﬁ%n a transaction creates costs that are borne
thi rw ved in the original exchange. ?‘
e [9 66
IEe

ositive externalities exist in a market, the market tends to oveln C

all bf the environmental and social costs

damages and air pollution

cial good because sellers are rewarded for all the social benefits th nerate.

O True ¢ False

4. The herd immunity created by widespread vaccination is an example of a positive

ecause individuals who are not vaccinated still benefit from reduced l
pErge

.CPngan tax on carbon emissions is designed to m fo 1\

ers internalize the environmental costs of th iv r@

6“10381’ to true social costs.

O True QO False

et prices
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s are intended to correct

6. Government subsidies for solar pan
for negative externalities by making the
O True QO False C»

7. Coal-fired power plants contribute to negative externalities by emitting gases that

e expensive for consumers.

$

cause acid rain and climate change, which damage forests, lakes, and Earth's biosphere.

O True O False

8. One significant limitation of carbon tax icy tool is that they can place a
disproportionately heavier financi n r&e households who spend a
larger share of their income qfe : 6
q \C’ \
9. Whe ke sSbe &e a neighboring orchard at no charge to the

' (P a negative externality because the beekeepezd ‘

at $ 11%alue of the service. 6
O Prtu S Pg

or
co

Ljnderstanding the difference between private costs and social costs Qrs
individuals and policymakers to better evaluate the true environmental and economic

pol

O True O False

consequences of human activities on Earth's systems.

O True © False

A\ X
e

o
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THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REAL COST DF TIHING! VOCABULARY

AN

. Vocabulary :

Study each term and its definition below. These words are key to understanding

how economic decisions affect Earth's systems. As you read and discuss the lesson,
look for how each term connects to real-world examples of human-environment

interaction.

externality

A cost or benefit from a tra
t in

o®

\a¥ia

negati énality
>

side effect of a transaction that creates costs for people or the gnvi ent
ot8ide of the original buyer-seller agreement, such as pollution from a fa :
Explain in your own words:

original deal and is not re
Explain in your o 2

i r‘b
enafie; Q& ct of a transaction that creates advantages f

C d seller, such as the community protection prdsid
@‘n your own words: E \
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3

\

X

- Aadl
true social cost 3&
& — including environmental and

The full cost of a good or service when a
price.

health impacts — are added to the priv; Iw
Explain in your own words: C

herd immunity
A condition in which enough people in ity are glaccinated so that a disease can
no longer spread easily, protecti en accinated.
Explain in your own words: \ c
\*

b, o GE
Ag 95 ed fee on activities that produce negative externalities, a$
carbgn t ossil fuels, designed to make the market price reflect the true QOCi$ "

!

pla your own words:

carbon t

A spe e of Pigouvian tax that charges producers or consumers a fee has e
bo ide their activities release into the atmosphere. “
words: co

la
C:

NN
Soe®

S
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Q,\v . ?,\v
& subsidy $$?>6

Financial support provided by the gove the cost of goods or services
that have positive externalities, such a IV for solar panels or electric vehicles.
Explain in your own words: c

acid rain

nitrogen oxides released by
ging forests and lakes.

Precipitation that becomes acidic whe
burning fossil fuels mix with wa th

Explain in your own words: \

d \C E

AN X ‘

The s%r pollen is transferred between plants, often by bees, en

planu uce — an example of a positive externality provided by beekegpe
h gf

1g arms.
ain in your own words:

o

C
o™
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THE HIDDEN PRICE TAG: EXTERNALITIES AND THE REAL COST DF TIHING! EXIT TICKET

. Exit Ticket :\ p’

Answer both questions in 2-3 sentences each using evidence or examples from the

article. Be specific.

1. Analyze how the true social cost of a gallo gasoline differs from its market price.
What specific factors does the article iden ontributing to this gap, and which
Earth systems are affected? &
\ \Cf B \
a ?%x and a government subsidy each attempt to $ ?‘
6 ne trade-off the article identifies for either approach? 66

c\y‘
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The price on a gas pump only reflects part of the true cost — pollution and climate damages are paid
by society, not shown on the sign.
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W b

4¢ FARMS THRIVE y

-:\’\Q\. -~,  Our bees freely pollinate 4 e ”

Ty

neighboring orchards and crops, .o

Fgon ;
helping nature and farms flourish. -

bl

When beekeepers tend their hives, nearby orchards receive free pollination — a classic example of a

positive externality that markets often overlook.
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il

‘ %\v
The Hidden Price Tag: Exte t w;* Cost of Things

CROS D

2.

10.

ACROSS ({ V OWN
s 1.

A specific type of Pigouvian tax that charges produce A beneficial side effect of a transaction that creates

consumers a fee based on the amount of carbon dioxide advantages for people beyond the original buyer and seller,
their activities release into the atmosphere. such as the community protection provided by vaccinations.
The full cost of a good or service when all externalities — 3. A harmful side effect of a transaction that creates costs for
including environmental and health impacts — are added people or the environment outside of the original buyer-

to the private market price. seller agreement, such as pollution from a factory.

A government-imposed fee on activities that produce
egative externalities, such as a carbon tax on fossil fuels,

A cost or benefit from a transaction that falls on a third
party who was not part of the original deal and is not

reflected in the market price. esigned ake the market price reflect the true social cost.
Precipitation that becomes acidic when sulfur di : iwhich enough people in a community are
nitrogen oxides released by burning fossi so that a disease can no longer spread easily,

often by bees, enablin
of a positive externali

6 to lower the

itive externalities,
s or electric vehicles.
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FIND THESE WORDS

carbon tax

rnality

Pigouvian tax

C

positive externality

acid rain

subsidy

herd immunity

pollination

negative externality

true social cost



