Economics Weeks 2 & 3
Lesson #4
Price Floors & Price Cielings



Warm Up: identity a good that is should be more expensive and explain why it should 



cost more and how you could establish a price floor for that good, ditto a good that 



should be less expensive.



Professor Tim Taylor: “Price Floors & Cielings”



Questions to discuss and for notebook:

1) Revisit your response to the warm up, has your thinking in the two examples you gave changed?

2) Society can choose to solve the problem of scarcity using mechanisms other than price. Three possibilities include giving fixed rations, having people wait in line, or having the government decide who receives the good. Now discuss what would happen if each mechanism replaced price for a given good. Who would bennifit and who would be hurt.  And remember people are not angels who are “perfectly cooperative, pleasant, and reasonable.”
Terms to note:  Allocative Efficincy, Price Floor, Price Ceiling, Disequalibrium,  Rent Control,  Soviet Union

Graph to Draw: Draw two graphs that illustrates a price floor and a price cieling

Text To Review: Chapter 6, Section 3 pp.176-179
Lesson #5 
Elasticity of Supply and Demand



Professor Tim Taylor: “Elasticity”



Questions to discuss and for notebook:

1) What are some goods  or services that have relatively elastic and inelastic demand? Discuss what attributes make the goods more or less price sensitive. Do the same for the supply side.

2) Discuss the likely outcome of a soda & junk food tax. Would it raise much revenue for the government? Explain your resoning.

3) Explain in your own words what figure 4.4 shows on pg. 112 or your text.

Terms to note: elastic, inelastic, my favorite – unitary elasticity

Text to Review: Chapter 4, Section 4 pp.107-113
Lesson #6
Labor Markets & Wages


Warm – Up: Is labor a good like any other with a price determined by a market?



Tim Taylor: “Labor Markets & Wages”



Questions to discuss and for notebook:

1) Using a narrowly economic perspective, explain whether the huge salaries of the following workers are justified: professional athletes, best selling authors, corperate CEO’s, Hedge Fund Manageres.

2) Speculate about supply and demand in the U.S. labor market of the future. For what jobs do you think there will be a growing demand? A shrinking demand? What sort of workers will be in growing supply?

Terms to note: productivity, labor union, labor market discrimination, resource subsititutes, resource complements
Text to review: Chapter  9 (especially relevant to question #2 above is Chapter 9, section 2)

