SUPPLY AND DEMAND

WHAT SETS THE PRICE?

In 1974 water was cheap in California, after the drought the water was expensive since 1975. In 1973 Europe was in war and gas was expensive.  These two situations have and explanation by the law of supply and demand.

IN 1975 the season of water in California didn’t come. IN summer of 1976 the forests fire and in March of 1977 the reserves of water fell down dramatically.  In this crisis the authorities informed how much water was available and the habitants have to decide how to use it, they have to follow very strict conservation methods because it is a product that doesn’t have substitute. At the end of 1977 rains came and the scarcity was over.

In 1970’s America became dependant of imported oil for everything, for fuel, power, heat.  World oil prices decreased, this first oil crisis shocked the economic structure of the nation, and we were American oil producers.

The price of oil was very stable trough 1971, the inflation accelerated.  About 1965 the real price of oil declined.

In 1972 new technologies were created to explore for more oil add nation’s reserves.

In December 1978 because of crisis with his principal oil supplier the price of the gas doubled again, large queues with frustrated consumers were at the gas stations and the situation was strained.  Oil suppliers pressed the US Government to decontrol the gas and oil.

In June of 1979 The President Jimmy Carter announced the gradual face out control on domestic oil and the suppliers began to explore oil resources but like independent.

With high price of oil consumers economize just like happened with water in California. More quantity of a product the prices are lower, but if the prices goes up the quantity is reduced.

High prices promise high profits for business men, they can spend more money and resources to produce more items even the cost of products.

Consumer Demand Curve usually goes to the South East and the Producer Supply Curve goes to the North East, if there is a very well behave in the industry the intersection of these 2 curves will determine the price of the product and the quantity of the product brought to the market.  It is the law of the supply and demand.

The President of Jordache brought the concept of tide and sexy jeans, they went to the stores and they said that they didn’t want these products, so this smart man went directly to the consumers.  He hired a team of experts in advertising to go to the conscious and mind of the consumers.

Before this boom other designers put their brand at the back of the jeans and their stores, even ads in traffic areas.

This was the fist time that the TV was used so powerfully because it impacted to the conscious of the consumer.  Jordache spent 50% of its monetary resources in advertising, at the time it was a very high risk because they didn’t know the reaction of the consumers, if it was negative maybe the company was in bankruptcy.

Another law of the economics is that nothing ever seems to stay in the same place, because producers or consumers can bring new ideas in the market.

The curves never stay in the same place, there are factors like incomes , taste, fashion, development of other product that can change the behavior of the demand curve, it permits that curve goes up and down.  The same occurs with the Supply curve it can change because of costs, new technologies.  All is flex in Economics.  

Prices from big thing that we buy to little ones are determined by the law of supply and demand.

