I'm a PRODUCER.
1 make and sell fam.
1 SUFPLY it.

,x:::}Whm is econormics?
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the mosc
profit [ can.

The most important thing
yow'll need to know about

Ic's too expensive,
T'll have peanut
borrer insead.

economics is the law of
supply and demand.

PRICE TOO HIGH
The producer carns money by
charging more than che cost of
productien. The extea is called
prafiz. Charzing & high price would
malke plency of profir, bur che
consumer mighe find ic fon
expensive and mot buy as much
(o= any) jam. If thac happens
the producer gets less (or no)
profir and che consumer gets
less (or np) jam.

‘THE PRICE

If demand goes up then
gither prices rise or supply
goes up or a lircle bic of
hath. If producers see
there is proficin jam,
they starc making more

of it. Sgan there is so
much jam for sale,
demand stazes to fall.
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F'm « CONSUMER Supply and demand
I want o buy jam.

I DEMAND ir
-,
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The law explains why things

cost what they do: if demand
is high, the price is high.
But whar does that mean?
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Thar's g0 cheap, 1
wisnt oo by lors—
baae it all gonel

['ve gor lars af
customers bug not

much prafic.

PRICE TOO LOW

At a low price, jam sélls well. Some
consumers bensfit from jam being
cherp—hue others who would like o
buy find shey cant beranse it's
alrsady sold pur by the rime they
reach the stores. The producer may
caver costs, but makes fieelfe profis
despite all the jam being sold. If
he raised the price, be could
have made more money-

IS RIGHT

This fall resules in & drop in
price. Eventually, che sopply
and demand balance out
and an equilibrium price
it reached. The producer
makes a profic, the
comsumer can afford

the jam, and
everybody's happy.
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Adam Smith’s
invisiiile hand Balanced supply and demand
The interaction between
producers and consumers—
 even if they don't meet—
“ results in goods reaching
their equilibrium price. This
is part of whar Adam Smich
called the “invisible hand
of the marker.”
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equilibrium price. [ihrliommenthss

Prices are not fixed, they move
constantly in order ro reach the
equilibrium price. Many factors
affect price. For example, demand
on umbrellas will be higher when
it is raining. Suppliers could

o

Demand has gone

charge higher prices on rainy
days.

" in your own words - what do
: you remember- |

click here




