
Economics 101

Economics affects everyday life
in ways that you might not expect

by Gabriella Gershenson and Kathy Wilmore

Yffihffffiiil:
mal<e economic choices wery day.
Each time you spend, save, or earn
money, you are participating in

Erazazrirs is the srudy ofhow
people use limired resources ro
produce, distribute, and consume
(use) goods and services. Goods are
products thar can be seen and

I uloru" to J<now
I .demand:lheabilityanddeskclo

I purchese goods and services,

I 
.goods:rcduclsthatc{nbeseenand

. scarciff a lacft 0r shorlage 0f some-
ihingwaftedorneeded.

I . supplyr avaihbh g00ds and seruices

I 
lorsalo.

touched. Services are work done
lor sorneone else. Let's say that you
deliver newspapers door-to-door
every morning before school. The
newspapers are goods. In delivering
them to consumers, you are pro-
vid;ng a scrvice.

The simple act ofdelivering
newspapers leads to several eco-
nomic quexions. How much does
it cost ro produce rhe papers? rVhat

price wiil consumers pay for rhem?
How much will you be pa;d for
delivering rhem?

A BalancingAci
Many factors affect prices, but

supply and demand top the list.
Vhen supply is greatcr rhan
demand, priccs tend to drop.
when demand is higher rhan sup-
ply, prices tend to rise.

Let's say chat you and your
friends want to bale chocolate-chip
cookies. You prepare r list ofrhe
ingredients that willbe needed and
head to the supermarket. \7hen you
reach for the vanilla exract, you
gasp: $5.99 for a riny two-ounce
bode!The last time you boqhr the
spice, it cost abour $3. What made

That lide botde youie holding
contains aproduct made from vanilla
beam. The African counny ofMada,
gascar produces rnore than halfthe
world's supply ofvanilh. A lew yeam
ago, a najor storm destroyed many
of Madagascar's vanilla farms. Then,
political mrmoil there disrupred
shipping. Those problems reduced
the supply ofvanilla beans. Yet
demand remained the same. The
scarcity ofbears caused the price of
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produca dcpcndcnt on thcm to risc.
But condit ions changc. ' l 'hc high

priccs rcmpted morc Mrdrgascan
farmer ro grow vanilla. l his ycarls
crop may bc thc largcst cvcr'l-hc
oversupply will prob.rbly lowcr
vanilla prices.

Bur this ycarl big crop wonr
help you. You need vanill.r extract
zau. You have three choices: pav
the high price, buy imnatn,n
vani l la cxoact,  which is chcapcr
or forget about making cookics.

The supply-and'dcmand brlanc-
ing acr affects producers as 'vell as
consumers. The corlprny drar
makcs and sclls rhc vanilla extract
has to mcct scvcral dcmands. It
needs vaniUa hcans and othcr ingrc-
dients. Ir also needs labor pcoplc
to run the machincs, pack rhc bor
dcs, and ship tLcm. I f thc company

has to pav morc lor  anl  of f iosc
rh ings,  i t  is  l ikc l l  to  chrrgr  mor f i , r
wlut ends up on xoLc shcl'cs.

Cotrwncn r r rav L,c * . i l l ing t i ,
pav morc n, r  th inss thct  rcr l lv

rvrnt .  I f r  pr icc is  scr  roo h igh,

though,  mrnv pcoplc m.rv rc fust ' ro

buv r product. lfir is sct too low,
rhe comprny roni be rble to rribrct

lf's Your Call!
lcoplc and drcir  choiccs are

rhe most inportanr part  ofan
economic system. !,r er t, cLv. you
plav a role in dre economv pro
ducing. distr iL,ut ing, or conmming
goods rnd scn iccs. Hos rvi l l
vou choosc io sP.nd your ncxr
dol lar? Econonisrs ar:d busincss
owncrs rrc ,r.,:1, inrcrcsrcd in rhc
ansvcr ' ro thrt  qrrcst ion. JS
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lYour Turn
VVORD
L demand

2. goods

3, scarcity
4, services

5. supply

MATCH
A.asmal l ,  inadequale

am0unI
B. the desire and abilily

t0 pufclrase g00ds
andservices

C, amount available
D, items that can be

putchased
E, work that can bedone

forsomeone else

T H I N K  A B O U T  I T
Teensloday have lots ofspending
powef, and bIsinesses wanta share
of it. How do advertiserslryto
appealto kids? 0o anylake unfair
advantage? Exp lain.
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