Supply and Demand

In 1974, California water was very cheap. By 1977, the state was in the mist of a drought. After the 1973, Arab-Israeli War, the Middle-Eastern oil spigot was shut off. What did we do to get domestic oil producers to fill the gap? During the jean craze in the 1970s, why would people pay so much? Producers try to predict how much a person will pay for a product. It is all about supply and demand; how much will a person pay for an item.

David Schoumacher claims that we rarely have to worry about water and that we take it for granted because it is plentiful, available, and cheap. What would it take to show how much water is really worth? 1975 marked the worse drought in California history. But in the fall and winter, the relief of rains did not come. They showed little concern. What was once great weather for some were not for others. Over 1400 fires swept the state in a short period of time. People started to want rain more and more. By 1977, the reservoir levels have shortened. California was running out of water. They promoted conservation methods in order to save water for others. Each resident were cut back to 46 gallons a day of water, in order to preserve the water. Life in California became almost unbearable. Many people did not want to send water to those locations because they were not going to develop water in other locations. They gave water by the number of people in the household. The citizens chose how they would use the water but they could not get any more water. It had to deal with rational decisions. People were buying water at extreme rates. The water manufacturers were selling water at about 1,000 gallons of water for around $0.60-1.00 and they were selling that same amount to the residents for around $500.

Some people chose to drill their own well. With all that said they learned a valuable lesson; when you have less of something that something becomes more of value to you. You decide which uses of this commodity you can cut out and focus on what are the needed uses of this thing. So when the drought came about the water became much more important to them. When the water became more available they chose to start using the water for the things they declared as unneeded.
When America was at war in 1973, OPEC raised the price of oil, 4 fold, for the United States; after being a major oil exporter in the 1960s. By the 1970s, America was more dependent on imported oil rather than using their resources. This raise in oil prices hit the country hard. In the '60s they didn't have any incentive to have Americans drilling because the price of oil was declining, so they cut drilling by about 70%, which meant they had about less than 1000 oil rigs running at an average period of time. James Schlesinger, the nations first secretary of energy, said, "Control of price in a highly risky industry will destroy that industry, and we were doing a fair amount of destroying in that period of control." The Nixon campaign restricted the price of oil for American drillers, but there was an incentive placed in by them to the oil industry; new oil, oil found after 1972, could be free to follow the new world price. President Ford put a ban on all domestic reserves for protection of price hikes, which in turn discouraged drilling industries in the U.S. and also left us more dependent on imported oils. The political upheaval of Iran curtailed production of crude oil. This declination made prices skyrocketed again more than doubling the price for America. Once the ban for American drilling was lifted the drillers once again started drilling immediately. The level of drilling and reserves doubled. The new price of oil accompanied by government control lured more suppliers into domestic production. More than 90% of the drilling was created from independent drillers. William Rutter an independent oilman, said, "The prices of this commodity has gone up, but they always come down. Because as soon as they get high producers want to produce a lot, the consumers want to consume less...it's the law of supply and demand." Richard Gill an economic analyst said, "The higher price of the oil served as an incentive for the producers to search for and produce larger quantities of oil. It required the promise of higher profits for the producers to undertake it. High prices promise higher profits which in turn mean that businessmen can expand production which is expensive.
During the designer jean period, many people have put a lot of advertising money into selling jeans. The amount being sold was increasing as the years passed.

Here is the graph that shows supply and demand:



D





S








