ARABIAN CMA CFM

UNIT 1
MICROECONOMICS
1.3 MARKET EQUILIBRIUM AND PRICING
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Market Equilibrium

Price

P_ = Equilibrium Price
Q, = Equilibrium (market-clearing) Quantity

Q Quantity
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Price Ceiling: Shortage

P = Artificial ceiling set by government (price
not allowed to go above this celling)
Quantity supplied at P*

Quantity demanded at P*

=Q, = Amount of shortage

}‘l Shortage
|
]
Qs Quantity
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Price Floor. Surplus
P = Artificial ceiling set by government (price
not allowed to go above this ceiling)

Q. = Quantity supplied at P*

g OD = Quaniity demanded at P*

& Q,=Q, = Amount of shartage

I |
Q, Q, Quantity
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