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Chapter 6 Prices
Chapter 6, Section 1 Combining Supply and Demand
1. What situation causes excess demand? (Explain and Draw Graph)
2. What situation causes excess supply? (Explain and Draw Graph)

3. Describe a price floor and a price ceiling.

4. What are the benefits and drawbacks of a price ceiling (like rent control)?

Chapter 6, Section 2 Changes in Market Equilibrium
5. Why do economists say the market will tend to move toward equilibrium?
6. Describe the change in equilibrium price if there is a…
(please write answer and draw graph)

A shift in Supply to the Right: 





A shift in Supply to the Left:

A shift in Demand to the Right:





 A shift in Demand to the Left:

7. What will happen to suppliers in a market if there is a surplus of the good they sell, but no supplier can afford to lower prices? (Think in terms of elastic and inelastic demand).
Chapter 6, Section 3 The Role of Prices
8. How does a supply shock affect equilibrium price and quantity?
9. How is rationing different from a price system (which is typical of a free market)?

10. How does a price-based system work to efficiently allocate resources?
