	Economics Chapter 6: Prices

	Body of Knowledge
One week; may want to teach price ceilings and floors with a minimum wage example, which leads into Ch. 8-9. May want to teach elasticity during Ch. 6 

	Big Ideas
How prices of goods and services are determined 

	Topics
6-1: In a free market economy, the “invisible hand” will guide prices toward equilibrium to prevent shortages and surpluses. Government intervention in the form of price ceilings, floors, or other price controls will lead to disequilibrium.
6-2: Holding all other variables constant, an increase in supply will lower prices, while a decrease in supply will make prices rise. Conversely, an increase in demand will increase prices, while a decrease in demand will make prices fall.
6-3: In a free market economy, prices provide for efficient resource allocation, flexibility in exchange, incentives for companies to meet consumers’ needs, signals for consumers and producers about future behavior, consumer choice, and minimal administration costs. 

	Objective(s)
6-1: Show understanding of how supply and demand affect the market (equilibrium) price of a good. Describe what happens when equilibrium is disturbed.  _____________________________________________________ __________________________________________________________________________________________ Graph supply and demand curves. Interpret the effects of government intervention on the free market. ______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________6-2: Interpret a graph to show how a free market tends to move toward equilibrium. ______________________ ____________________________________________________________________________________________________________________________________________________________________________________ Determine how changing technology impacts the supply of products. __________________________________ ____________________________________________________________________________________________________________________________________________________________________________________ Demonstrate understanding of how a market reacts to a decrease in demand. ____________________________ ____________________________________________________________________________________________________________________________________________________________________________________
6-3:  Identify roles that prices play in a free market. ________________________________________________ __________________________________________________________________________________________ Interpret how a price-based system leads to more efficient allocation of resources.  _______________________ ____________________________________________________________________________________________________________________________________________________________________________________ Demonstrate the relationship between prices and the profit incentive. __________________________________ ___________________________________________________________________________________________________________________________________________________________________________________  

	Essential Questions
What is the price that best benefits all members of a society? ________________________________________ __________________________________________________________________________________________

	Vocabulary
[bookmark: _GoBack]Inventory-  ________________________________________________________________________________ _________________________________________________________________________________________ rationing- _________________________________________________________________________________ _________________________________________________________________________________________ supply shock- ______________________________________________________________________________ __________________________________________________________________________________________ search costs- _______________________________________________________________________________ __________________________________________________________________________________________ surplus- ___________________________________________________________________________________ __________________________________________________________________________________________ shortage- __________________________________________________________________________________ __________________________________________________________________________________________ disequilibrium- _____________________________________________________________________________ __________________________________________________________________________________________ price floor- ________________________________________________________________________________ __________________________________________________________________________________________ price ceiling- ______________________________________________________________________________ __________________________________________________________________________________________ equilibrium- _______________________________________________________________________________ __________________________________________________________________________________________




