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Chapter#6 Review - Prices
Know the following terms:
economic model
market equilibrium
surplus
equilibrium price
shortage

minimum wage

rent control

price floor

price ceiling

Know the following concepts:
Why do prices perform the allocation function well?

	
	

	
	


What are the characteristics of rationing?

	
	

	
	


In a market economy, a high price is a signal for consumers to do what?

	
	

	
	


In a market economy, a high price is a signal for producers to do what?

In a market economy, a low price is a signal for consumers to do what?

	
	

	
	


In a market economy, a low price is a signal for producers to do what?

Why do economists think of prices as a “system”?

	
	

	
	


The adjustment process moves toward market what in a competitive market?

	
	
	
	

	
	
	
	


If there is a shortage in a market, the price is likely to do what?

	
	
	
	

	
	
	
	


If there is a surplus in a market, the price is likely to do what?

	
	
	
	

	
	
	
	


What is the theory of competitive pricing?  What does it represent?

	
	

	
	


What describes an economic model? 

	
	

	
	


What is an example of a price ceiling?

	
	
	
	

	
	
	
	


Price ceilings that are artificially low are likely to create what situation?

	
	
	
	

	
	
	
	


Price floors that are artificially high are likely to create what situation?

	
	
	
	

	
	
	
	


Why might a government interfere in a market economy by setting prices?

	
	

	
	


What is meant by the phrase “markets talk”?

	
	

	
	


When does a surplus occur?

When does a shortage occur?

	
	

	
	


What does the federal minimum wage law demonstrate about society?

	
	

	
	


When economic or political conditions are unstable, what happens to the demand for gold?  What about its price?

	
	

	
	


T or F: Prices enable a market economy to adjust to unexpected events by adjusting consumption and production.

