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Equilibrium Point

Demand

Slice of pizza

pricsata |

i Qﬁaﬁtgt_v_{_.
domandod | suppled |

oy

$.50

300 100

Shortage from

$1.00

excess demand

250 150

$1.50

200 200 Equilibrium

$2.00

150 250

_| Equitibrium %

~Quantity

$2.50

Surplus from

300
eXcess supply

100

T I |
00 150 20 20 30 350

Slices of pizza per day

$3.00

50 350

Market equilibrium will be found at the price at which the quantity demanded is equal to
the quantity supplied. Markets and Prices How many slices are sold at $2.50 a slice?
How many slices are sold at equilibrium?

disequilibrium

describes any price or

quantity not at
equilibrivm; when
quaniity supplied is not
equal to quantity
demanded in a market

excess demand when
quantity demanded is
more than quantity
supplied

126
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To find the equilibrium price and equi-
librium quantity, simply look for the price
at which the quantity supplied equals the
quantity demanded. Do you see that in
Figure 6.1 this occurs at a price of $1.50
per slice? At that price, and only at that
price, the quantity demanded and the
quantity supplied are equal, at 200 slices
per day. This is the market equilibrium.

In the market for pizza, as in any
market, quantities supplied and demanded
will be equal at only one price and one
quantity. At this equilibrium price, buyers
will purchase exactly as much of the
product as firms are willing to sell. Buyers
who are willing to purchase the goods at
the equilibrium price will find ample
supplies on store shelves. Firms that are
willing to sell at the equilibrium price will
find enough buyers for their goods.

Graphing Equilibrium

We can also illustrate equilibrium with a
supply and demand graph. In Figure 6.1,
we have plotted on the same graph the
market supply curve and the market
demand curve for slices of pizza. The equi-
librium price and quantity can be found
where quantity supplied equals quantity

demanded, or the point where the supply
curve crosses the demand curve. On the
graph, this is point a.

Disequilibrium

If the market price or quantity supplied is
anywhere but at the equilibrium, the
matrket is in a state that economists call
disequilibrium. Disequilibrium occurs when
guantity supplied is not equal to quantity
demanded in a market. In the above
example, disequilibrium will occur with
any price other than $1.50 per slice or
any quantity other than 200 slices.
Disequilibrium can produce one of two
outcomes, excess demand or excess supply.

Excess Demand
The problem of excess demand occurs when
quantity demanded is more than quantity
supplied. When the actual price in a
market is below the equilibrium price, you
have excess demand, because a low price
encourages buyers and discourages sellers.
For example, in Figure 6.1, a price of
$1.00 per slice of pizza will lead to a
quantity demanded of 250 slices per day
and a quantity supplied of only 150 slices
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¥ How much would

you be willing to pay
ta live in one of these
apartmengs?

excess supply when
quantity supplied is
more than quantity
demanded

price ceiling 2
maximum price that
can be legally charged
for a good or service

price floor 3 minimum

price for a good or
service
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highest price that the market will bear.
They will continue to sell at that price until
one of the factors described in Chapter 4 or
5 changes the demand or supply curve and
creates new pressures to raise or lower
‘prices, and eventually, a new equilibrium,

Excess Supply

If the price is too high, then the market
will face a problem of excess supply.
Excess supply occurs when quantity
supplied exceeds quantity demanded. For
example, at a price of $2.00 per slice of
pizza, the quantity supplied of 250 slices
per day is much greater than the quantity
demanded of 150 slices per day. This
means that pizzeria owners will be making
100 more slices of pizza each day than
they can sell at that price. The relatively
high price encourages pizzeria owners to
work hard and bake lots of pizza, but it
discourages customers from buying pizza,
since it is relatively more expensive than

other menu items. Some customers will
buy one slice instead of two, while others’
will eat elsewhere. The problem is shown
graphically in Figure 6.2, At the end of the
day, it is likely that 100 slices will have to
be thrown out.

After a short time, pizzeria owners will
get tired of throwing out unsold pizza at
closing time and will cut their prices. As the
price falls, the quantity demanded will rise,
and more customers will buy more pizza.
At the same time, pizzeria owners will
prepare fewer pizzas. As the price of pizza
falls, the quantity demanded rises and the
quantity supplied falls. This process will
continue until the price reaches $1.50 per
slice. At that price, the amount of pizza
that pizzeria owners are willing to sell is
exactly equal to the amount that their
customers are willing to buy.

Whenever the market is in disequilibrium
and prices are flexible, market forces will
push the market toward the equilibrium.
Sellers do not like to waste their resources on
excess supply, particularly when the goods

" cannot be stored for long, like pizza. And

when there is excess demand, profit-seeking
sellers realize that they can raise prices to
earn more profits. In this way, market prices
move toward the equilibrium level.

Government Intervention

Markets tend toward equilibrium, but in
some cases the government steps in to
control prices. The government can
impose a price ceiling, or a maximum price
that can be legally charged for a good. In
other cases, the government can create a
price floor, or a minimum price for a good
or service.

Price Ceilings

A price ceiling is 2 maximum price, set by
law, that sellers can charge for a good or
service. The government places price ceilings
on some goods that are considered “essen-
tial” and might become too expensive for
some consumers. For example, some local
governments, notably New York City, have
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minimum wage 2
minimum price thatan
employer can pay a
warker for an hour of
labor.

Y The minimum
wage has a strong
impact on teens in
the work force.

130  Prices

from rent control protection after newspa-
pers discovered that some very wealthy
people rented spacious apartments at prices
much less than market value.

Additionally, since the rent controls limit
landlords® profits, landlords may try to
increase their income by cutting costs. Why
should a landlord give a building a fresh
coat of paint and a new garden if he or she

~can’t earn the money back through higher

rent? Besides, if there’s a waiting list to get
an apartment, the landiord has no incentive
to work hard and attract renters. As a result,
many rent-controlled apartment buildings
become run-down, and renters may have to
wait months to have routine problems fixed.

Ending Rent Control

If rents were allowed to rise to the market
equilibrium level, which is $900 per
month, the quantity of apartments in the
market would actually rise to 30,000
apartments. The market would be in equi-
librium, and people who could afford $900
a month would have an easier time finding
vacant apartments. Instead of spending
time and money searching for apartments,
and then having to accept an apartment in
a poorly maintained building, many renters
would be able to find a wider selection of
apartments. Landlords would also have a

greater incentive to properly maintain their
buildings and invest in new construction.

On the other hand, people lucky enough
to live in a rent-controlled apartment may
no longer be able to afford to stay there
once rent control is ended and the landlord
can legally raise the rent. As soon as the
neighborhood improves, these renters may
be priced out of their own apartments, to
be replaced by people willing to pay the
equilibrium price. Remember that ending
rent control increases the number of apart-
ments on the market by 10,000.

Certainly, the end of rent control benefits
some people and hurts others. Economists
agree that the benefits of ending rent
control exceed the costs, and suggest that
there are better ways to help poor house-

holds find affordable housing.

Price Floors

A price floor is a minimum price, set by the
government, that must be paid for a good
or service. Price floors are often imposed
when government wants sellers to receive
some minimum reward for their efforts.

The Minimum Wage

One well-known price floor is the minimum
wage, which sets a minimum price that an
employer can pay a worker for an hour of
labor, The federal government sets a base
level for the minimum wage, and states
can set their own minimum wages even
higher. A full-time worker being paid the
federal minimum wage will earn less than
the federal government says is necessary to
support a couple with one child. However,
it does provide some lower lmit for
workers’ earnings. The important question,
as you will read in Debating Current Issues
on pages 180-181, is whether the benefits
to minimum wage workers outweigh the
loss of some jobs.

If the minimum wage is set above the
market equilibrium wage rate, the result is
a decrease in employment, as demon-
strated in Figure 6.4. This figure illustrates
the supply curve of labor, which shows the
number of worker-hours offered at various
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As CD players

hecome cheaper to
produce, the supply
increases at all but

- the lowest prices.

Supply and Demand

" Why do the 1982 and

1987 supply curves
hegin so high up en
the graph?

surplus situation in,
which guantity supplied
is greater than guantity
demanded; also known
as excess supply

134 Prices

Falling Prices*

Cosaoo— §

$e00— 4

Price of a
compact disc player

- .. e

Price of a S
compact disc player .

I s
1982 1987 1992 1997 Today

* Fictiona! data

Understanding a Shift in Supply

When compact disc players were first
introduced in the early 1980s, a basic,
single-disc machine cost around $1,000.
The early compact disc players were much
more expensive and less sophisticated than
the compact disc players people use today.
Gradually, as firms developed better tech-
nology for producing compact disc players,
their prices fell. In 1987, a consumer could
purchase a fancy single-disc player for
$300; just five years later, in 1992, a similar
player could be purchased for about $200.
Today, consumers can buy a compact disc
player for around $100.

~ Not only have the prices of compact
disc players fallen, but the machines on
sale today have many more features and
options than the original $1,000 machine.
Technology has lowered the cost of manu-
facturing compact disc players and has
also reduced the costs of some of the
inputs, like computer chips. These
advances in production have allowed
manufacturers to produce compact disc

" players at lower costs. Producers have

passed on these lower costs to consumers
in the form of lower market prices.

We can use the tools developed in
Chapter 5 to graph the effect of these
changes on the CD market’s supply curve.
Figure 6.5 shows how the supply curve
shifted outward, or to the right, as manu-
facturers offered more and more CD

Shifting Supply Curve*
1982 7 1987
seoo—
$600-{  ©
sn-| 7
s200-|
T -

5 10 15 20 2% 30 |
Quantity of compact disc players {in millions)

players at lower prices. In the early 1980s,
no compact disc players were offered for
$300. They were simply too expensive to
develop and manufacture. Today, manu-
facturers can offer millions of CD players
at this price.

Finding a New Equilibrium

Picture the point in time when compact®
disc players were evolving from an expen-

sive luxury good to a mid-priced good. A

new generation of computer chips has just

reduced the cost of production. These

lower costs have shifted the supply curve

to the right where at each price, producers

are willing to supply a larger quantity.

This shift, shown in Figure 6.6 using
fictional quantities, has thrown the market
into disequilibrium. At the old equilibrium
price, suppliers are now willing to offer
4,000,000 compact disc players, up from
2,000,000.

In Figure 6.6, the increase in guantity
supplied at the old equilibrium price is
shown as the change from point a to
point b. However, the quantity demanded
at this price has not changed, and
consumers will only buy 2,000,000
compact disc players. At this market price,
unsold compact disc players will begin to
pile up in the warchouse. When quantity
supplied exceeds quantity demanded at a
given price, economists call this a surplus.
The surplus compact disc players are
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A Almost every fall, a trendy toy emerges as one that every
child “must bave.” Demand for these toys increases.

shortage situation in
which quantity
demanded is greater
than quantity supplied;
also known as excess
demand

search costs the
financial and
opportunity costs
consumers pay when
searching for a good or
service

When the supply curve shifts to the left,
the equilibrium price and quantity sold
will change as well. This process is the
exact opposite of the change that results
from an increase in supply. As the supply
curve shifts to the left, suppliers raise their
prices and the quantity demanded falls.
The new equilibrium point will be at a spot
along the demand curve above and to the
left of the original equilibrium point. The

N original o b
. demand:

100

200

300 400 500 600 700  BCD 900

136

Prices

Qutput (in thousands)

When demand shifts, price and quantity supplied change ta
create a new equilibrium.

Prices and Markets What happens to prices when the
demand curve shifts to the right?

market price is higher than before, and the
quantity sold is lower.

Shifts in Demand

Almost every year, around November, a
new doll or toy emerges as a nationwide
fad. People across the country race to
stores at opening time and stand in long
lines to buy that year’s version of Tickle
Me Elmo or Pokémon.

As you read in Chapter 4, these fads
reflect the impact of consumer tastes and
advertising on consumer behavior. Fads
like these, in which demand rises quickly,
are real-life examples of a rapid, right-
ward shift in a market demand curve.
Figure 6.7 shows how a rapid, unexpected
increase in market demand will affect the
equilibrium in a market for a hypothet-
ical, trendy toy.

The Problem of Excess Demand

In Figure 6.7, the fad causes a sudden
increase in market demand, and the
demand curve shifts to the right. This shift
leads to excess demand at the original
price of $24 (point b). Before the fad
began, quantity demanded and quantity
supplied were equal at 300,000 dolls,
shown at point a. On the graph, excess
demand appears as a gap between the
quantity supplied of 300,000 dolls and the
new quantity demanded of 500,000 at
$24, shown at point b. This is an increase
of 200,000 in the quantity demanded.
Economists would also describe this as a
shortage of 200,000 dolls.

In the stores that carry the dolls, excess
demand appears as bare shelves and long
lines. Ixcess demand also appears in the
form of search costs—the financial and
opportunity costs consumers pay in
searching for a good or service. Driving to
different stores and calling different towns
to find an available doll are both examples
of search costs.

In the meantime, the available dolls must
be rationed, or distributed, in some other
manner. In this case, long lines, limits on
the quantitics each customer may buy, and
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¥ Drought, floods,

or frost can kil
crops and cause a
supply shock.

included. Kevin decides to buy the sweater
on-line with his credit card and return the
sweater he bought at the mall.

Kevin’s story, familiar to anyone who
has shopped for a gift, demonstrates the
importance of prices to the free market
system. The simple process of buying a gift
for a friend or relative would be much
more complicated and inefficient without
the price system.

The Advantages of Prices

Prices provide a language for buyers and
sellers. Could you conceive of a market-
place without prices? Without prices as a
standard measure of value, a seller would
have to barter for goods by bidding shoes
or apples to purchase a sweater. A sweater
might be worth two pairs of shoes to one
customer, but another customer might be
willing to trade three pairs of shoes for the
same sweater. The supplier would have no
consistent and accurate way to measure
demand for a product.

Price as an Incentive

Buyers and sellers alike look at prices to
find information con a good’s demand and
supply. The law of supply and the law of

North Carolina Humcane Damages Rlse u
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demand describe how people and firms
respond to a change in prices. In these
cases, prices are a signal that tell a
consumer or producer how to adjust. Prices
communicate to both buyers and sellers
whether goods are in short supply or
readily available.

In the example of the popular doll
discussed in Section 2, the increased
demand for the doll told suppliers that
people wanted more dolls, and soon!
However, the signal that producers respond
to is not simply the demand, but the high
price consumers are willing to pay for the
doll, well above the usual retail price. This
higher price tells firms that people want
more dolls, but also that the firms can earn
more profit by producing more dolls,
because they are in demand. Therefore,
rising prices in a market will cause existing
firms to produce more goods and will
attract new firms to enter a market.

Prices as Signals

Think of prices as a traffic light. A rela-
tively high price is a green light that tells
producers that a specific good is in demand
and that they should use their resources to
produce more. New suppliers will also join
the market. A low price, however, is a red
light to producers that a good is being
overproduced. In this case, low prices tell a
supplier that he or she might earn higher
profits by using existing resources to
produce a different product.

For consumers, a low price is a green
light to buy more of a good. A low price
indicates that the good carries a low oppor-
tunity cost for the consumer, and offers a
good buying opportunity. By the same
token, a high price is a red light to stop and
think carefully before buying.

Flexibility

Another important aspect of prices is that
they are flexible. When a supply shift or a
demand shift changes the equilibrium in a
market, price and quantity supplied need to
change to solve problems of too much or
too little demand. In many markets, prices
are much more flexible than output levels.
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4 North Korea's
Communist

government has built |

identical apartment
blocks for its
citizens, who do not
get to choose where
to live.

black market a market
in which goods are sold
ilegally
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central planners restrict production to a
few varieties of each product. As a result,
consumers in the former Communist states
of Eastern Europe and the Soviet Union
had far fewer choices of goods than
consumers in Western Europe and the
United States. You may ask why
Communist governments used a command
economic system. The answer is, in part,
that they hoped to distribute wealth evenly
throughout their society. As a result, the
government of the Soviet Union built whole
neighborhoods of identical apartment
blocks and supermarkets with names such
as “Supermarket No. 3.”

Rationing and Shortages
Although goods in the Soviet Union were
inexpensive, consumers could not always

find them. When they did, they often had

to wait hours for eggs or soap, years for
apartments or telephones. The United
States experienced similar problems,
although far less severe, when the govern-
ment instituted temporary price controls
during World War IL

Although rationing in the United States
was only a short-term hardship, like
rationing in the Soviet Union it was expen-
sive and left many consumers unhappy. The
needs of the U.S. armed forces for food,
metal, and rubber during World War II
created tremendous shortages at home,

and the government controlled
the distribution of food and
consumer goods. Choices were
limited, and consumers felt,
rightly or wrongly, that some
people fared better than others.
However, rationing was chosen
because a price-based system
might have put food and
housing out of the reach of some
Americans, and the government
wanted to guarantee every
civilian a minimum standard of
living in wartime.

The Black Market

Despite the ration system, the
federal government was unable to control
the supply of all goods passing through the
economy. A butcher could sell a steak
without asking for ration points, or a
landlord might be willing to rent an apart-
ment at the rate fixed by the government
only if the renter threw in a cash “bonus”
or an extra two months’ rent as a
“deposit.”

When people conduct business without
regard for government controls on price or
quantity, they are said to do business on
the black market. Black markets allow
consumers to pay more so they can buy a
good when rationing makes it otherwise
unavailable. Although black markets are a
nearly inevitable consequence of rationing,
such trade is illegal and strongly discour-
aged by governments,

Efficient Resource Allocation

All of the advantages of a free market
allow prices to allocate resources effi-
ciently. Efficient resource allocation means
that economic resources—land, labor, and
capital—will be used for their most
valuable purposes. A market system, with
its freely changing prices, ensures that
resources go to the uses that consumers
value most highly. A price-based system
also ensures that resource use will adjust
to the changing demands of consumers.




£l

-“Awouoaa
paseq-)Jayein alow
e 0) fimuones pue
Aurouoas puzuiuiod
e woay Aeme Hulaow
s1 Uy jo ajqnday
sapdoad 9yl 4

£ uon9o9g = 9 saydeyy

A2 3e)) yons oxe sao1id asnesaq Jeow pue
pesiq yum ojdoad apraord Aoyy ‘wyiey
"pooy I3y} yum djdoad papraord 1ayoing
3U3 PUE J2XEq 23 1LY} AILIBYD JO ISNEII(
jou ses 1 Jeyl pawreldxs ynws "9//1
w paysiqnd SuoupN Jo qipap 24, Nooq
snowrey s1y ut jutod STy apew YIIuIg wepy

SUDBEN J0 )jespf oy

"SuIn3al 182y 2y
Aed 1o suwg oY) uI paisaaul 3q s [endeo
pue ‘sqof Suided-y3ny premol aaow AJjensn
SIDMOM JouuEw 3[qeigosd 1sow 2yl Ul

= : spoo :)lseq Jaqm pue 1|es aa;.}oo umjﬁ 40 1unnu19 pauuu] e.qw\n uos.lad:
'qoea sepmmd 1uau1waf\oﬁ Bljl pue pauou,m S| poo; 1nq mm Adan aJe saoud_
' UJB},SAS ﬁmuonm s 91913 aq:, qﬁncutp, pon;naql 135 1snm sosad un pmd aJe_
: oqrv\ sueqny smuop 1da:me A;uo ey s1ueme1saj pue SS.IDlS 19 ﬁuup,om pue_-
' poo,l ;0 Amuen e Anq ueo smuop l.[lIN\ sueqng AJmnoa aq; aplsmo smqmam
- A||uw; umJ; s;,uﬁ se io wisunoy uy Bupjiom Aq SJE[]Op ures sueqng Auepy
U Je"op sajpig pauun aq:, mq osad 3].]1 'Aouauno k) eqng Jou sesn we1sAs peseq'

: -eaud an, leyy st SLuaJ,s/\s twu aLp, uaar\maq aouma;,up Ay saaud waia;;tp uiie
: 1e sams ui pios aie SJaqm Auew auqm\ pauoue; aje spooﬁ awos spooﬁ ﬁunn-
1 -quisip 10} S_UJ_al_S__f\S JuaJailip O_Ml sey eqn) saagxﬁi pue ﬁugu@ggyy

f1xadoad so1e08 119 980 01 puM
SIQUMOPUET ‘T[osm AJqeUOseas
SYJOM WAISAS 9yl st Buo| se
wo)SAS IdIRW B Uy Af[ernieu
SIND20 UOTIEDO[[E 2DIN0SAT JUID
~gJo ‘pajou L[snorasid am sy
"Pa2U STY3 19911 0 AU
ue szeonpord uaAId sary pnom
soomad uy 9513 oY1 pue ‘spood
UTELIDD I0F PIdU B PIBaId dARY
pInom aAesm Jeay fenuaiod oy,
"I9NJBW 3} OIUI JA0UWI P[nom
[onj pue ‘SISUONIPUOD ITe ‘suej
azow Aemuaay syued somod
10y 1any sxowr dund 01 sioxIom
211y p[nom Sp[ay ses [einieu
PUE [I() 'SIOUONIPUOD JIé pUE
suey asow dnpoxd pinom Loy
pue ‘spood 2sayl J0j pagreyd
soouard JoySry oy ur ygoad Jog
Anpgrssod o1 9zu8ooax pinom
storiddng ‘jeny jyo aoud oy
dn prq pnom syuepd remod pue
‘suy Jo soud sy3 dn pIq pjnOAL SISWNSUOD
“Addns pasoxe ppnom puewap 20wg Tamod

ygnous yum saduerdde asoyy Ajddns o1.

Sed [eInieu pUe JI0 JO SOAISSSI ANg prnom
sotuedwiod JomoJ 183y Y1 JoJ aredsid
01 ‘sueJ puE sIPUONIPUCD e dn Anq pjnom
siawnsuod ‘Arunod ay3 jo sued 1sow

Uy Jouruns JUrurod Yl F0J JAYIeasm 107

Apuronxs papipard sispusios Jeys ssoddng
CTVTERTH]
1044 oY) pUR 8831

*S2DINOSAT 20TBIS
54191008 INO 35N 03 ABM JUSTOYFS 1SOW I}
ST MOJJ SIYJ, "SI2wmsuod Aq panjes A3y
150UT 2J€ JBTY1 S35N A 0 MO [[IM SI0INOSIT
Ayl Dr0JaIdY ], CpuBWRpP  1soysy O
ur aJe 1ey) spood saonpoid ieys wwny el
9q [ 19pp1q 1sSYSNY Y], I9pPpIq Isaysiy
A1 01 $30IN0ST IR Ful[es Ag (SumInial
3s38re] a3 urea sjdoad op mop] “suanidI
afqrssod 1s98ae] oyl yeas—suway o1 Jeaded
apiaoxd oym opdoad pue ‘roqe| oy o8
OUM SIONIOM ‘SISUMOPUE[—SIDINOSIT MO
oym afdoad a3 asnessq ‘jomuod Jenudd
Aue noynm 20e[d axel sagueyd asay],




4 The price of
water affects how

efficiently it is used.

When water is
provided to farmers
at-a higher price,
they have an
incentive to irrigate
more efficiently.

spillover costs costs of
production that affect
people who have no
conirol over how much
of a good is produced

quantlty?

2. Howis ratlonmg different from a price-based market

system?

Applying Economic Concepts
3. Decision Making List three reasons why a price- -based

will profit from doing so. In other words,
businesses prosper by finding out what
people want, and then providing it. This
has proved to be a more efficient system
than any other that has been tried in the
modern era.

Marlet Problems

There are some exceptions to the general
idea that markets lead to an efficient alloca-
tion of resources. The first problem, imper-
fect competition, can affect prices, and
higher prices can affect consumer decisions.

5. Try This Distribute $50 in play money to each student in
your class. Then, ask students to bid for items from the
following basket of goods and services: 10 pairs of movie
tickets, 20 fine restaurant dinners, 40 bagels, b pairs of
running shoes, and 30 hours of dog walking. {a) What

If only a few firms are selling a product,
there might not be enough competition
among sellers to lower the market price
down to the cost of production. When only
one producer sells a good, this producer
will usually charge a higher price than we
would see in a market with several compet-
itive businesses. In the following chapter,
you will read more about how markets
behave under conditions of imperfect
competition.

A second problem can involve spillover
costs, also known as externalities, that
include costs of production, such as air

_and water pollution, that “spill over” onto

people who have no control over how
much of a good is produced. Since
producers do not have to pay spillover
costs, their total costs seem artificially low,
and they will produce more than the equi-
librium quantity of the good. The extra
costs will be paid by consumers.

Imperfect information is a third problem
that can prevent a market from operating
smoothly. If buyers and sellers do not have
enough information to make informed
choices about a product, they may not
make the choice that is best for them.

prices were bid for these goods? (b) Why do you think
some goods received higher bids than others? {c} What

do you think would happen to the bids if the number of
items for sale doubled?

system works more efficiently than central planning. 6. Critical Thinking What do you think Adam Smith would

4. Critical Thinking Give two examples of situations in

which prices gave you-an incentive to purchase or not
purchase a good or service.

think of rationing? Explain.

Take it to
the BMET

The gasoline crisis of the 1970s is one of the most memorable supply shocks in recent history.
Why did it happen? How did it affect people’s lives? Are we using resources more efficiently
now? Prepare an outline to answer these questions. Use the links provided at the foliowmg

Web site fur help in completmg this actnnty VW phsshnai GO : o




