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Chapter 7 Reading Guide
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Directions: Type your responses in the space provided. Use full sentences, but be concise. Remember to save throughout so you don’t lose any of your work. Save the file as lastname.firstname.chp5.RG. When you have finished, upload this document to your Google Drive and share it with me at wchs.ap.economics@gmail.com. 

Section 7.1: Price Ceilings (pp 170-174)
1. Define the term “price ceiling.”
2. When will a rent ceiling have powerful effects on the market outcome, when placed above or below the market equilibrium? Explain.
3. What is the first effect of a rent ceiling?
4. Define the term “black market.”
5. In the black market, what determines the price a person is willing to pay for a good regulated by a price ceiling?
6. When is consumer and producer surplus maximized?
7. Who bears the burden of deadweight loss?
8. Although a price ceiling creates inefficiency, not everyone loses. Who wins?
9. Will deadweight loss be greater when supply and demand are relatively elastic or relatively inelastic? Explain.
Section 7.2: Price Floors (pp 176-181)
10. Define the term “price floor.”
11. Provide an example of a price floor.
12. A price floor is only considered effective when it is set above or below the equilibrium price? Explain.

13. On who does the burden of deadweight loss caused by a price floor fall?

14. Explain why minimum wage is not considered “fair.” Then, explain why we still use it.

