Economics

Unit 2 – Supply and Demand

Shortages, Surpluses, and Government, oh My!

I. Shortages


a. _____________________________ exist when the ________________________________________ is greater

than the __________________________________________________.

b. ______ > _______

c. Occurs when the price is set _______________________________ the equilibrium price.



d. Graph

________________________________________________


________________________________________________

________________________________________________
________________________________________________

II. Surpluses


a. _____________________________ exist when the ________________________________________ is greater

than the __________________________________________________.

b. ______ > _______

c. Occurs when the price is set _______________________________ the equilibrium price.



d. Graph

________________________________________________


________________________________________________

________________________________________________

________________________________________________
III. Government


a. Price Ceilings


i. Establishes a __________________________________________ for a particular good.


ii. Producers cannot charge ____________________________________________________________.

iii. Example:
iv. Graph:






________________________________________________


________________________________________________

________________________________________________

b. Price Floors

i. Establishes a __________________________________________ for a particular good.


ii. Producers cannot charge ____________________________________________________________.

iii. Example:

iv. Minimum Wage
1. Minimum wage is the ________________________ amount an

 _____________________________ can pay a _____________________________.

v. Graph:






________________________________________________


________________________________________________

________________________________________________
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How will I remember Price Ceilings and Price Floors????

i. NOTHING CAN GO ABOVE THE CEILING

1. Effective Price Ceiling is Below Market Equilibrium

ii. NOTHING CAN GO BELOW THE FLOOR

1. Effective Price Floor is Above Market Equilibrium

