Dang – Economics
Name ________________________________


6.1 Prices and Decision Making

Relating Economics to Your Life
1.  What factors do you consider when you need to make a decision to buy something? 

2.  Imagine that no matter how much you studied, you already knew you were going to get a “C” in Economics.  How would this affect your incentive to study?

Directions: Use your textbook to read and answer the following questions ( Pg. 143-146 (Remember the rules, you will not leave the class until you have shown me what you have completed) 

I.  Prices as Signals

· It turns out something as simple as a ​​​_________ – the monetary value of a product as established by supply and demand –___________________________________________________________________________________

_____________________________________________________________.
· Prices give information to ____________________________.
· High prices signal buyers to _____________ and producers to _________________.  
· Low prices are signals for producers to _____________ and for buyers to _________________.

II.  Advantage of Prices

· First, prices are ___________ because they do not __________________________________________________.  They are the result of _____________.

· Second, prices are ____________, allowing for the “________” of unforeseen events and changes in the market.

· Third, prices are _____________________________________________.

· Finally, prices have no _________________________________.

III.  Allocations Without Prices

· _______________ is a system where the government decides everyone’s “_______” share.
· Problems with Rationing:
Read Case Study: ‘I Bought It on eBay’ on page 147.  Answer the following questions:

1. How is price determined for an item on eBay?  

2. What change did eBay make to attract more shoppers? 

Read Profiles in Economics: Margaret (Meg) Whitman on page 162.  Answer the following questions:

1. What management techniques have made eBay so successful? 
2. Do you think Whitman’s philosophy of “The Power of All of Us,” could work in other industries? Explain.  

Read Debates in Economics: Should College Athletes Be Paid? on page 166.  Answer the following questions:

1. What are the arguments in favor of paying college athletes to play?

2. What reasons does Hill give against paying college athletes?

3. With which opinion do you agree? Explain.

