Lesson 6: Markets, Equilibrium, and Prices



Name:
How do you know when the price is “right”?




Date:

Answer the following questions and complete the tasks in each section as described below.

Section 6.2

1. What happens at the point where buyers and sellers agree? You MUST use these terms in your answer: market equilibrium, price equilibrium, equilibrium quantity
2. Why do competitive markets move toward equilibrium?

3. How do demand and supply work together to create equilibrium? Be sure to use quantity demanded, quantity supplied, and equilibrium point in your answer.

Section 6.3 

1. What happens when prices are set too low?
2. What happens when prices are set too high?
3. Why does the time it takes to reach equilibrium vary from market to market?

Section 6.5

1. Identify the four roles prices play in a modern mixed economy. For each role, write a one or two sentence summary that includes an example.
2. Explain the roles of demand and supply in changing gasoline prices after Hurricanes Katrina and Rita. 

Section 6.6 

1. Complete the table below about the two types of price controls discussed in this section.

	Price Control
	Why enacted
	Example
	Economic result

	
	
	
	

	
	
	
	


2. What is the difference between price floor and price ceiling? Make sure to include the following terms in your answer: equilibrium price, price floor, price ceiling, shortage, surplus
3. Explain why a government might use rationing and what some effects of rationing could be. 

Section 6.4
