 Combining Supply and Demand = Equilibrium!!!!!!
· Equilibrium Point – the point at which Supply and Demand [quantity supplied and quantity demanded] are equal = point of balance

· Point of Balance = Equilibrium Price

· Disequilibrium – when there is no point at which # supplied = # demanded; can have either excess demand or excess supply

1. Shifts in Equilibrium

a. Government Intervention

i. Price Ceilings = highest price allowed by law

ii. Price Floors – lowest price allowed 

by law

b. Shifts in Supply

c. Shifts in demand

2. Role of Prices

· Tool for distribution of resources

· Move factors of production into suppliers’ hands and goods and services in to demanding hands

a. Advantages

i. Incentives – to make profit and grow markets

ii. Signals – communication for buyers and 

sellers

iii. Flexible – change with supply and demand

iv. Variety – can choose prices

b. disadvantages

i. Rationing and shortages

ii. Black Market
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