Supply and Demand

What do people think of when they hear about the term supply and demand?  It’s a really easy thing.  When we want something we want it.  But is there enough to fill our demand.  A lot of times there might not be enough of an item to fill the demand.  In 1974 California water was cheap and there was surplus of water.  However, by 1977 California was experiencing a great drought.  How do you think that had an effect on the purchasing of water?


In 1997, California was almost all out of water.  There was a dry spell in the state.  Water was at a limit to people.  David Schoumacher describes supply and demand as what sets the price.  Americans had misused and taken advantage of water because due to the cheapness of water and the great quantity that was readily available.    In 1975 the worst drought in California just began.  California is a big agriculture industry and depends a lot on using water.  Over 1,400 fires swept across California.  A man named Don Nevdeck helped explained the situation saying, “We were running out of water in California.”  Water had been cut back two thirds per average family household.  When the winter came, there was no rain or snow.  This is why there was so many fires going on.  Then again in the following winter there was again no rain.  So irrigation had another drastic fall.  

Dietrich Stroech is a manager of the county’s water department said.” Decisions of people in the 1970’s have made issues to develop more water”.  Sylvia Allen said,” Surrounding areas felt that it was their fault since they had not invested in other water supplies”.  After seeing how bad things got during the drought, the people of California were willing to pay large amounts of money for new technology that would help ensure that there would never be another water shortage.  


During the water shortage, people had to learn how to conserve water.  Once it came to drinking water, people were up to paying anything to get a hold of it.  “When you have very little of something one unit will give you great happiness” said Richard Gill.  When the supply of water increases, the value of water increase is not going to have the same value as when there was a shortage. Dietrich Stroeh said,” Some people were actually selling it for $5.00 bucks per water gallon”.  Finally in 1997 the rain came and the drought had ended.  


  In the 1970’s OPEC put a hold on America’s supply of oil.  Prices for oil and gas had gone up.  In 1972 American oil production was encouraged to set higher prices.  President Gerald Ford put a halt on foreign oil companies.  This was known as the “Energy Crisis”.  In June 1979 Jimmy Carter announced the loosening of the halt against foreign oil companies.  About 90 percent of oil is drilled by foreign oil drilling companies.  The Law of Supply and Demand shows that gas prices go up therefore less people want to purchase it and when gas prices go down more people are willing to purchase it.  


Another exam of supply and demand was with the introduction of jeans.  A new design came out for jeans making them tighter and sexier.  This had a real big appeal to people.  People were willing to pay twice as much for these new jeans.  “Jean companies spent up to 10% of their earning on advertising” said John Wilcox.  Companies took a big risk by spending so much money on advertising campaigns.  Companies did very well when marketing their product but when designer jeans became available to every company, the demand went down
