“I Have One Ticket for the SuperBowl”

EPF.3  Demonstrate knowledge of the price system.

Scenario:

I have an extra ticket to the Super Bowl.  All my friends want to go with me.  Here are their suggestions to help me decide:

Taylor: Have a lottery.  Each of us would put our names in a hat and you could pick one out.  
Bailey:  I asked first, I should get it.  
Grace:   My favorite team is playing so I should get the ticket. 
Will:  Why don’t you give it to the one who pays you the most money for it?

My friends all suggested different ways of allocating a scare resource – the Super Bowl ticket.   How could I find out who is willing to make the biggest sacrifice to have the ticket—who is willing to give up the most?  In a market economy, this question is answered by the forces of supply and demand.  Those forces determine the price.  I decide to take Will’s advice and put the ticket up for sale on E-bay.   If only one person was willing and able to buy (demand), he/she could buy it for $1.  If many people were willing and able to buy (demand) the auction price could go quite high.  So, price is a mechanism for allocating scarce (limited) resources, goods and services—including Super Bowl tickets.  

Price is also a signal— a signal which guides consumers and producers.  The new home builder is probably not going to put solid gold faucets in a house she’s trying to sell.  Why?  Gold is very expensive relative to substitutes. Most car buyers don’t choose leather car seats.  Why?  Leather seats are expensive relative to substitutes. 
Big question:  Why is a market economy sometimes called a “price system”?

Focused Questions:
1. What are some different methods of allocating scarce resources?

2. How do prices allocate scarce resources, goods and services in a market economy?

3. How do prices provide a signal to producers about what goods and services to produce and what resources to use in that production?

4. Can you imagine shopping in a store with no marked prices or barcodes?  How do prices provide important information to consumers?

5. What does the law of demand tell us about how people will respond to price increases and decreases for tickets?

6. Besides a change in the price of the tickets, what determinants can change demand?

7. Explain the difference between a change in demand for tickets and a change in quantity demanded for tickets.
8. What does the law of supply tell us about how bottled water sellers at the Watermelon Festival will respond when the equilibrium price (price they can get for water) increases? When the equilibrium price decreases?
9. Besides a change in the equilibrium price of water, what determinants can change supply of bottled water available at the Watermelon Festival?

10. Illustrate supply and demand for bottled water with a graph and show the equilibrium price.
11. What does the equilibrium price tell us?

12. If demand for bottled water increases, which way will the demand curve shift, and what will happen to the equilibrium price and equilibrium quantity? What about demand decreases, supply increases and supply decreases?

13. There are some kinds of goods, like insulin, that people continue to buy in about the same quantities even if the price goes up. Is the price elasticity of demand for insulin elastic or inelastic?  What are the characteristics of such products?
14. There are other kinds of goods, like a brand of soft drink, which people buy less of when there is a price increase.  What are the characteristics of goods like this? If you are raising the price of your product, do you hope the demand is elastic or inelastic.
15. In a market economy, what determines the price of apples? Of houses? Of wages? Of common stock?

16. If prices in a market economy are determined by supply and demand, why would government ever get involved?

17. Since rent controls set a ceiling (maximum price) on the amount a landlord can charge for rent that is below the equilibrium price—what is the result?
18. Since milk price supports set a floor (minimum price) on the price farmers must be paid for milk and that price is above the equilibrium price, what is the result?
19. Is minimum wage a price ceiling or price floor?  How might an increase in minimum wage affect the quantity of labor demanded?

Project based assessment:

1. Have students conduct a market survey to learn how many car washes per week potential consumers will buy at a range of prices.  Use this information to derive a demand curve.  Ask students to provide an example of an event/condition/headline which could change the demand for each of the determinants of demand—and tell whether demand would increase or decrease, which direction the demand curve would shift—and what would happen to equilibrium price and quantity.

	Determinant:
	Event
	Demand or
	Demand curve shifts left or right?
	Equilibrium Price or
	Equilibrium Quantity or

	
	
	
	
	
	


2. “Economics in the Headlines” This online lesson uses news articles to illustrate changes in supply and demand and how equilibrium price will be affected.  It includes worksheets for those articles and a blank copy for use with other articles. http://www.econedlink.org/lessons/index.php?lesson=317&page=teacher
3. “Demand Shifters” This online lesson does a nice job showing how non-price determinants of demand shift the demand curve.  http://www.econedlink.org/lessons/index.php?lesson=EM550&page=teacher
4. “Price Elasticity: From Tires to Toothpicks”  This is an excellent hands-on on-line lesson about elasticity: http://www.econedlink.org/lessons/index.php?lesson=551&page=teacher
5. “Who Knows What Inefficiencies Lurk in the Hearts of Rent Controlled Housing Markets? The Shadow Market Knows!”  This online lesson is a good one for illustrating the effects of rent controls in New York City: http://www.econedlink.org/lessons/index.php?lesson=47&page=teacher
6. Assign students to investigate the price for a 30 second spot placed during the Super Bowl and list which companies bought spots.  Have students write a paragraph explaining how the price of spots is determined and why businesses would pay those prices.

Resources:

A 5 minute video on demand:
http://www.youtube.com/watch?v=uXlZIn6W7Ew&list=UU_xHLAJ_zqPHkmC2aY2MdcA&index=36
A 5 minute video on the difference between a change in demand and a change in quantity demanded:

http://www.youtube.com/watch?v=aTSwcXJ700c&list=UU_xHLAJ_zqPHkmC2aY2MdcA&index=35
A 5 minute video on supply

http://www.youtube.com/watch?v=KccMcf_xOQU&list=UU_xHLAJ_zqPHkmC2aY2MdcA&index=34
A 5 minute video on how prices are determined

http://www.youtube.com/watch?v=W5nHpAn6FvQ&list=UU_xHLAJ_zqPHkmC2aY2MdcA&index=26
