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Economic Slow Down
From chapter 13, the economy of a nation revolves between the government and the citizens. The government invests in the citizens through education and investing in other firms to help in increasing the production of goods for the citizens. It can be noted animals, human beings and pollution are examples of financial transactions of externalities. Some of the relevant topics discussed in the chapter market failures which take place when a market outcome fails to offer the socially optimal degree of output and negative and positive externalities. Also, the Coase theorem is an important topic that was discussed in the chapter (Chiang, 2017). The assumption was advanced by Ronald Coase who indicated that private markets are the most effective way to solve externality issues. 
The part that interested me the most is positive and negative externalities. As stated in the video by Scott, any market can only function well due to that availability of externalities that involves benefits of the transaction of the better service between the seller and the buyer. These benefits are called externalities. An externality can either be positive or negative. A negative externality occurs when the cost spill over while positive externality occurs when the benefits spill over. Therefore this paper examines externalities to happen when the costs of benefits externalities fall on someone who is neither a consumer nor a producer. 
 Federal Reserve Banks (2013), externalities have both positive and negative impact. Taking an example of a big factory that produces goods that benefit consumers all over the world; however, it provides a lot of smoke that causes a lot of air pollution. In an economic view, the factory is shifting some of its productivity to the society. In its production process, the factory pollutes the air that is dangerous for anyone who breathes it in. And as stated by Winberg (2013), since society demands clean air, they are forced to pay for it. As in the video, Scott reports that consumers will buy more products from the company at a relatively low price. As more products are produced to supply these many consumers, more air is polluted. According to Chiang (2017), an external cost moves the supply curve up and left, and the market produces more output than its optimal. The government can play a role in reducing negative externalities by taxing goods when their production generates a lower cost. This taxation increases the cost of production for these goods. When the price is high, the actual production cost of these goods is reflected. The use of these taxations is known as internalizing the externality.  As a result of the higher cost of the production, the number of goods produced will reduce. The amount of smoke being eliminated into the atmosphere reduces hence the level of air pollution also reduces (PBSNewshour, 2015).
As stated by Federal Reserve Banks (2013), the government can play a role in promoting positive externalities by providing subsidize that provides a lot of benefits. Government subsidies are payments that lower the cost of offering some services. Such grants are provided to the firm to increase their production of the goods, the government subsidizes the education, and the society reaps the benefits even though it is the citizens who pay taxes. The profits go to the organization. The producers and consumers enjoy the cost of benefit and transactions (Chiang, 2017). The difference between private interests cost and social benefit costs is that the negative externality may occur if the cost and benefits spill over to the third party (Davidson, 2013)
In summary, the media given in class and chapter 13 has a common variable which externalities and its positive and negative impact. Externalities are essential in any market set up as it involves both the producer and the consumers to enjoy the transactional benefits. The government can play a significant role in correcting negative externalities and promoting positive externalities.  The government invests in some services such as education and providing more resources to firms so that they can increase the production of goods and benefits to society.  Through this, the citizens who pay taxes can enjoy these benefits indirectly. Also climate change being an example of a negative externality can be combated through economic options. 
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