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LEARNING TARGETS
1. Explain surge (dynamic) pricing as a price that RISES when demand spikes against a fixed or slow-to-grow supply, to RATION the scarce supply
2. Use a demand-spike chart to show why an Uber ride costs more at 2am after a concert - a MOVEMENT along the curve to a higher equilibrium price
3. Explain how a high price acts as a SIGNAL that pulls more supply into a market (more drivers log on, more sellers ship plywood in)
4. Argue both sides of the ethics debate: is a price spike unfair PRICE GOUGING, or an efficient market SIGNAL that rations supply and attracts more of it?

SECTION 1
The Hook: Why Does an Uber Cost More After a Concert?
What You See and the Economics Behind It
When a concert ends, thousands of riders open the app at the same time and the app flashes a surge price.
A $12 ride is suddenly $30.
Demand SPIKES while the supply of drivers is fixed for now.
The high price both rations rides and pulls in more drivers.
SECTION 2
What Surge (Dynamic) Pricing Is
Surge Pricing in One Idea
Surge pricing lets a price RISE and FALL automatically as demand changes.
It is also called dynamic pricing (Uber, hotels, and airlines all use it).
When lots of buyers want something at once, the price goes up.
The goal is to keep quantity demanded equal to quantity supplied, pushing the price toward the equilibrium price.
SECTION 3
A Demand Spike: More Buyers, Same Supply
A Demand Spike Pushes the Fare Up
After the concert, demand for rides SPIKES - the demand curve shifts right.
The supply of drivers cannot grow instantly - it is fixed for now.
The price rises along the supply curve to a new equilibrium of $30.
A demand spike against a fixed short-run supply pushes the equilibrium price up.
SECTION 4
Two Jobs of a High Price: Ration and Signal
Rationing and Signaling
Job 1 - a higher price decides who gets the scarce supply.
It rations the supply without a line or a lottery.
Job 2 - a high price is a message to sellers to bring more supply here, fast.
More drivers log on and more sellers ship in, which pulls the price back down.
SECTION 5
Hold the Price Low and You Get a Shortage: Hotel Rooms
A Price Cap During an Emergency
A wildfire evacuation makes demand for hotel rooms SPIKE; the number of rooms is fixed tonight.
If a law CAPS the price at the normal $120, quantity demanded far exceeds the fixed rooms = a shortage.
The new equilibrium price would be about $260.
Holding the price below equilibrium during a demand spike creates a shortage.
SECTION 6
The Price Signal: A High Price Pulls in More Supply
Plywood Before a Hurricane
Local stores have a FIXED amount of plywood today - about 2,000 sheets.
If the price is allowed to rise, that high price is a signal to sellers.
Out-of-town suppliers load trucks and ship plywood in to capture the high price.
Quantity supplied rises from about 2,000 to about 5,000 sheets.
SECTION 7
Surge Price vs Normal Price Across Three Markets
The Same Pattern in Three Markets
Uber ride: normal $12, surge after a concert about $30.
Hotel room: normal $120, emergency about $260 a night.
Plywood sheet: normal $20, before a hurricane about $55.
In every market the surge price towers over the normal price.
SECTION 8
The Ethics Debate: Gouging or Signal?
Two Sides of the Same Spike
Critics call a sharp price spike on essentials in an emergency price gouging.
Many states have anti-gouging laws during disasters.
Economists say the high price RATIONS scarce supply and signals more supply to rush in.
A price cap causes a shortage - empty shelves help no one.
SECTION 9
Surge Pricing Vocabulary (1 of 3)
Three Core Terms
1. SURGE PRICING - letting a price rise and fall automatically as demand changes; also called dynamic pricing.
2. demand SPIKE - a sudden jump in how much buyers want something, pushing the demand curve right.
3. RATIONING - using the higher price to decide who gets the scarce supply; those willing and able to pay the most get it first.
SECTION 10
Surge Pricing Vocabulary (2 of 3)
Three More Terms
4. PRICE signal - a high price is a message that tells sellers to bring more supply here.
5. PRICE gouging - the negative term for spiking prices on essentials in an emergency.
6. equilibrium PRICE - where quantity demanded equals quantity supplied; surge pricing pushes toward it.
SECTION 11
Surge Pricing Vocabulary (3 of 3)
Four Final Terms
7. shortage - quantity demanded greater than quantity supplied; happens when a price is held below equilibrium.
8. FIXED SUPPLY - a supply that cannot grow quickly with price in the short run.
9. MOVEMENT ALONG THE CURVE - a slide from one point to another on the SAME curve, caused only by a change in the good's own price (a change in quantity demanded or supplied).
10. SHIFT OF THE CURVE - the whole curve moves, caused by a non-price factor like an approaching storm.
SECTION 12
Key Takeaways
Lesson Wrap-Up Review
Surge pricing lets a price rise when a demand spike hits a fixed or slow supply.
An Uber surges because demand spikes while drivers are fixed - the fare jumps $12 to $30.
A high price does TWO jobs: it RATIONS scarce supply and signals more supply to enter.
Holding the price below equilibrium during a spike causes a shortage.
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