	Written by Patty Palmer


Economics By The Slice!

Supplying the Demand for Pizza
FOCUS: (Appetizer)

Overview:
This lesson introduces students to the concepts of supply and demand and the determinants of each.  Referring to the market for pizza, students understand how consumer demand interacts with the supply provided by producers.  Competition is introduced in a classroom marketplace where decisions on what, how, and for whom to produce are explored.  Students use the decision-making process to analyze the restaurant survey information from Lesson One.  Opportunity costs are identitifed when selecting a restaurant.  The culminating activity pulls together the various objectives of this unit through a class-designed mural relating the economic concepts to the restaurant industry.


Concepts:
supply, demand, competition, decision making, opportunity cost, 


determinants of supply and demand, equilibrium price,




entrepreneur


Integrate:
economics, math, language arts, art

PREPARE:
(Salad Course)


Part One:
Posterboard pizza slices -- one per student (pattern included)




Markers




Craft supplies such as yarn, buttons, colored pasta, shredded 



colored paper, packing materials




Glue




One real piece of pizza (warm!) -- optional




Transparencies:
Pizza By The Slice







Pizza By The Slice -- Graphing Demand







Pizza By The Slice -- Graphing Demand










  Example



Handouts:

Pizza By The Slice







Pizza By The Slice -- Graphing Demand



Overhead projector & pens




Blank demand schedule -- for teacher-determined use




Pizza Slice pattern


Part Two:
Transparency from Part One:
Pizza By The Slice -- Graphing 







Demand (completed)




Transparency:
Determinants of Demand



Name That DD scenarios with student-composed scenarios




Handout:

Supplying The Slice -- Graphing Supply,







(one per student)


Part Three:
Handout:

Supplying The Slice -- Graphing Supply






(one per student)




Transparency:
Supplying The Slice -- Graphing Supply



Information on the cost of production of a pizza from Pizza de 



Picasso lesson




Collect newspaper articles about how current events affect 



production




Transparency:
Equilibrium:  Setting The Price

Part Four:
Pizza slices -- from Part One of this lesson




Index Cards




Markers




Posterboard (for signs) -- optional




Duplicate Pizza Bucks


Part Five:
Overhead projector




Blank transparency and pens, or chalkboard




Student logs from Lesson One of the unit on where they ate





when dining out




Transparency:
Dinner Decisions, one copy in printed form







for each student




Mural paper (newsprint)




Markers, colored pencils, paint -- optional

TEACH: (Entree)
Part One:
Demand & Quantity Demanded

Introduction:
Give students a piece of poster board cut in the shape of a pizza wedge.  With their markers and/or craft supplies, ask students to create a slice of their favorite pizza.  Allow limited time for creativity.  Through the following dialogue, questions, and transparencies, introduce the students to a demand schedule.  With your guidance, students create a demand graph.  The debriefing questions from the teacher lead the students to identify the determinants of demand.  Curious students may ask "why" they are making these pizza slices but the "ambiguity" of this task is significant to what they will use it for later.


1)
Distribute the plain "pizza slices" to the class.  Provide markers and other craft supplies that could be used to create a pizza (such as yarn, buttons, colored macaroni, shredded colored paper, packing supplies, and glue).


2)
Instruct the students to create a slice of their favorite pizza -- allowing 15 minutes or less.  The creation should represent their tastes and preferences.


3)
Have the students display their slices and briefly describe their creations.  Save these for later use.


4)
Now create a visual image for the students by asking them to close their eyes and imagine as you read.  "Class, you are to imagine that you are at the mall and on your way to your favorite store to purchase something.  As you pass the International Food Bazaar, you are overcome with the aromas floating through the air, rushing at you, begging you to seek their origins!  You STOP, and. . . well, it won't hurt to just check it out!  All sorts of delectable creations await -- Irish potatoes loaded with trimmings, Greek salads, French croissants, Mexican tacos, or, from the kitchens of Italy -- PIZZA!  You can't resist,  you must have a piece of pizza -- your favorite is just now coming out of the huge oven!"  While students eyes are closed, bring in the warm pizza slice, creating a pizza scent in the classroom.


5)
You have decided on pizza.  Let's see how much you will pay for this snack.


6)
Use the transparency titled Pizza By The Slice to create a demand schedule.  Give each student a copy of the blank demand schedule and have them decide how many pieces of pizza they would buy at each price if they were hungry and liked the pizza.  Have several of the students share their answers with the class, noting that the figures may vary from one person to another and that there are no right or wrong answers.  (A slice of pizza is necessary for this simulation.  Resist the student's prompting to buy whole pizzas.)


7)
Display the transparency Pizza By The Slice:  Graphing Demand.  Instruct the students to transfer their individual and class demand to the designated boxes.  Explain that a survey was taken of students their age and the following results showed a demand schedule like the one example on the transparency.  Note for the students that the horizontal axis is labeled Quantity Demanded with 0 at the vertex with the number of pizza slices listed from 5 to 35 by 5's.  Price is shown on the vertical axis beginning with 0 and going from $.50 to $4.00 at $.50 increments.  Have students work individually to plot the points from the demand schedule.  While students complete their graphs, plot the example points on the transparency.  Connect the points to show the demand curve for pizza by the slice.  Repeat for the class demand curve.


8)
Debrief your class by asking the following questions:



a.
What was the quantity demanded at $.50?, at $1.00?, at $4.00?




List each of the individual prices again and point to them on the graph.

b.
What do you notice about the quantity demanded as the price decreases?  (Quantity demanded increases.)

c.
Why do you think this occurs?  (Consumers are willing and able to buy more at lower prices.)

d.
There is a name for the relationship between price and quantity demanded -- what is it?  (The Law of Demand.)

e.
You might note that even though the graph shows a straight line, this is called a demand curve.  We say that the curve is down-ward sloping because as the price decreases, the quantity demanded increases.  The reverse is also true -- thus an inverse relationship exists between price and quantity demanded.  You should also denote that economists sometimes use a straight line to represent the demand "curve."

f.
Students should be aware of the distinction between demand (represented by the entire graph) and quantity demanded, which is the number of pizza slices consumers are willing and able to buy at each specific price.

Part Two:
Determinants of Demand

Introduction:
In this section, students continue their study of demand by analyzing what factors cause the changes in the amount of a good demanded at various prices.  We call these influences the "determinants of demand."


1)
Ask your students if anyone can recite the nursery rhyme about "hot cross buns."

Hot cross buns, hot cross buns

One a penny, two a penny

Hot cross buns!

What are hot cross buns?  (a type of bread originating in Europe that has a cross shape on the top of each loaf)  What does the rhyme imply?  (that the price of buns is very low!)  How many buns would you buy for a penny?  (Responses will vary from none to asking questions about the size, the freshness, etc.).  How does this compare with our last discussion about buying pizza by the slice? (Show the demand schedule and graph from Part One.)  Remember how you were willing and able to buy more pieces at a lower price?


2)
Divide the class into cooperative learning groups.  What things seem to influence our decisions to buy?  Allow students several minutes to discuss and come to some agreement per group.  Listen to their responses and then show the transparency Determinants of Demand.  Relate their comments to these categories.  The teacher should help the students to recognize that the amount that you purchase of a particular good or service depends on many things besides its price.


3)
After identifying the determinants of demand, have the groups suggest scenarios for playing "Name that DD" (better known as Determinants of Demand).  Collect their lists, and add a few of your own -- samples are included on the Name that DD transparency.  Provide this example.  

The students attending Love to Learn Middle School have started a fad of wearing four or five bracelets at a time.  They are either worn on the right arm or left ankle depending on your grade level.  How will this fad affect the demand for bracelets?  (The demand will increase due to a change in tastes and preferences.)


4)
Divide the class into teams of 4 or 5 students.  Have one student act as scorekeeper.  Using the Name that DD transparency, present scenarios and then give each side ONE minute (or any amount of time you think appropriate) to determine the answer.  Have a designated spokesperson identify the determinant category you are describing.  A team is not allowed to respond to the scenario they wrote.  Score one point per team per correct answer.  If a team misses or does not answer within the time period, the turn passes to the other team.  The team earns a bonus point for correctly identifying if the determinant described would increase or decrease the quantity demanded.

Part Three:
Supply and Equilibrium Price

Introduction:
After participating in the demand lesson, students are introduced to the producer's side of the market.  This familiarizes them with the concept of supply and equilibrium price.


1)
"As you remember from restaurant industry research activity, many of us eat out frequently.  We have certain restaurants or types of food that appeal to each of us.  These are the establishments that we patronize most frequently.  Given the choice, many students your age seem to list pizza as one of their favorite foods.  In the mall scenario, the shopper selected pizza as a snack from the many choices available.  The class determined that we would be very anxious to purchase more pizza at the lower prices.  As the price increased, what happened to the quantity demanded?"  (It decreased.)


"Let's look at this same situation from another perspective.  If we constructed the Demand Schedule from the consumer's point of view, what other possible point of view is there to consider?"  (producers)  Producers are the restaurant owners/managers and their staff who prepare and serve the pizza you order.  How many pizza producers can the class name?  (This is to give the perspective that in any given industry there can be many producers, as in the pizza industry.  There are opportunities to enter the market with a product if an individual has the productive resources.)


2)
Use the transparency Supplying the Slice:  Graphing Supply to compare how the producer or supplier feels about selling pizza at the prices demanded by the students.  "What do you notice about the amount of pizza the producer is willing to sell at a given price?"  (As the price increases, the producer is willing to sell more of the pizza slices.)  Ask the students why this would be the case.  (Owners of businesses hope to make a profit -- that is, to sell their goods or services for a price that is above what it costs to produce the good or service.  This is the entrepreneur's reward for the risk that is taken to operate a business.)


3)
In the Pizza de Picasso activity, students learned about the cost of production and were asked to make a pizza and to calculate the cost.  Divide the price of the pizza by the number of pieces to determine the cost per piece.  How do those figures compare with the example given?  What factors influence the cost of production?  Ask students to research newspaper articles or listen to the evening news for information on conditions that might affect the price a producer might have to charge for a product based on a change in the cost of production.  (Hints:  weather conditions, labor disputes, changes in technology, prices of substitute goods, number of sellers in the market, etc.)  After listening to their responses, show the transparency Determinants of Supply.  Relate their comments to these categories.  The teacher should help the students to recognize that the amount that is supplied of a particular good or service depends on many things.


4)
Again working in cooperative learning groups, ask the students to create scenarios where the Pizza-By-The-Slice owner needed to increase the price of each slice in order to make a profit.  What conditions might exist that would make this necessary?  (Labor costs increase; a shipping or trucking strike makes receiving supplies more costly; cost of the ingredients goes up due to weather conditions, etc.)  


5)
Now ask the students to think of scenarios where the price of the pizza slice could be decreased (new machines requiring less labor and less time to produce pizza; a competitor moving in across the street selling new types of pizza; the hamburger stand down the street running a lunch special).  


6)
Display the Determinants of Supply transparency.  Play charades by having each group of students act out their scenario.  The rest of the class should guess what determinant of supply is being illustrated and identify is the supply will increase or decrease.


7)
Now that your students have a baseline of information on how consumers determine their interest in a product, and how the producer makes decisions about the prices of the goods or services that are available in the marketplace, ask your students to think about how the actual price of a given product is determined.  Using the transparency Setting the Price, note how the supply and demand curves have been plotted for your students to see that the intersection of the two lines denotes an equilibrium price -- where quantity demanded and quantity supplied are equal.  At this point, consumers want to buy a slice of pizza at _____ price and producers want to sell a slice of pizza at the same price -- there are no surpluses and no shortages of pizza -- a state of equilibrium!

Option:  This is a GREAT opportunity to invite a pizza restaurateur to discuss supply and cost of production with your students!!!

Part Four:
Competition

Introduction:
Continuing with the pizza theme, students will experience the marketplace either as a consumer or producer of pizza slices.  They will determine their prices based on the supply and demand schedules and realize that competition is a major factor to consider in business.


1)
Select three students to be the initial entrepreneurs.  The teacher is to act as a facilitator.


2)
Instruct the selected students to pick 8 to 10 slices of the pizza that the students designed in Part One of this lesson.  Using index cards, place the prices next to the slices.  Even amounts will facilitate making change more easily. Have the students name the places of business and make signs.


3)
Identify 5 or more customers.  Give each consumer five Pizza Bucks.  Once the restaurateurs open for business, let the consumers go shopping.  Observe what happens.  How did the consumers choose to spend their Pizza Bucks -- one higher priced piece of pizza or several that are not as expensive?  Did anyone choose to save their bucks?  Would the currency have value after the simulation?  Is the restaurateur making a profit based on the known cost of production?  Did the producer make any changes in price or marketing? (lowers the price, literally cuts the slices in two, begins to advertise)  Would others in the class like to have the opportunity to visit the store?  How could they earn Pizza Bucks?  (do jobs for others who still have currency and be paid???)  Let the students generate their own ideas.


4)
What is competition?  (more than one supplier of similar goods or services)  How does it affect the marketplace?  The market system helps a producer to answer the questions of what, how, and for whom to produce.  The supply and demand interaction in the market helps to determine the prices of the goods exchanged.  Competition allows for freedom of entry to the market for new businesses and for some to exit.  What other types of businesses might students open to complement the Pizza By The Slice operation?  What resources would be needed?  How would they promote their new venture?

Part Five:
Decision Making and Opportunity Cost

Introduction:
As the culmination of this unit, students will be asked to practice some decision-making skills and recognize the opportunity costs involved.  The situations will relate first to the consumer selecting a restaurant; then the students will be asked to draw on their knowledge about the restaurant industry and think about a career choice and the decisions involved in that planning.


1)
Brainstorm with the class about decisions that they have made recently.  List on the overhead or chalkboard.  Ask them to describe how they arrived at the decision.  Allow time to arrive at the conclusion that sometimes we make decisions without considering all of the factors involved.


2)
Acknowledge that we make choices each day.  These choices involve "how to best use our productive resources."  Since our "wants are unlimited" and our "resources are limited," it is important to plan and make good decisions.


3)
Review the Refrigerator Research where the students kept track of where they ate, how frequently, what type of establishments, etc.  This type of recordkeeping helps the consumer to identify patterns of tastes and preferences.  What else does it tell us about the decisions families make about eating out?  (the amount of money available to eat out -- income;  possibly time factors due to more consumers in the marketplace, i.e., crowded restaurants and a scarcity of time for waiting)  "It sounds like the determinants of demand that we just talked about are a major influence on our choice of restaurant.  Let's see how this works."  Use the Dinner Decisions Transparency to illustrate to the class that each time we as consumers make decisions, it is important to use this process to "see" for ourselves our choices and the criteria (what we value -- what is influencing our decisions) used to evaluate the alternatives.


4)
After looking at the transparency, pass out a copy to each student.  Have them complete the decision-making chart as if they were trying to select a restaurant for this evening.  Tell them to consider their own real-life situations for today -- do they have to babysit at 6 p.m or go to play practice until 8 p.m.?  Are their parents working late or are they short of cash until payday?  Students can use + and - signs in each column to weigh the criteria.  The total column to the right indicates which restaurant has the highest positive value.


5)
Next, students should be aware that when they choose, they also refuse.  This means that for each decision that is made, there is an Opportunity Cost.  Ask for some examples of opportunity costs that the students can identify from the decisions discussed earlier in this lesson.  If you choose to turn your alarm off and stay in bed an extra ten minutes, what is your opportunity cost?  If you buy the CD with your allowance, what is the opportunity cost on the weekend?  Now ask the students to look at the restaurant choice -- what is the opportunity cost?  Ask the students to briefly describe in writing how they arrived at their decision on the restaurant and how they feel about the opportunity cost involved.


6)
In conclusion, the students should make a class mural that illustrates the new understandings that they have about the decisions consumers make, how this affects retailers, in particular the restaurant industry.  Include illustrations that depict the determinants of demand and the production side of the picture.


Representations of the types of restaurants and the career opportunities would demonstrate their knowledge of the choices available to them as both producers and consumers.  Have students pictorially describe the costs and benefits of becoming a restaurant employee.


Assessment:



1)
Have students bring newspaper articles to class that tell about a change in supply or demand.  Have students work in groups to summarize the elements that affect supply and demand, and to draw a graph showing the movement.


2)
Assign the Dinner Decisions Handout as homework, with students analyzing a family decision.

CONNECT:

Restaurateur Questions:


1)
What factors affect supply or demand of your product?  Can you give an example?


2)
What type of advertising or marketing strategies do you use to change consumers' tastes and preferences?

Geography:
Have students create supply and demand scenarios that would affect American coffee consumers.

Family & Consumer Science:
Have students bring in grocery advertisements.  Use the ads to analyze competition and to determine how the prices of complementary and substitute goods are affected.

Hand-Out:
Pizza Slice Pattern
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Transparency & Hand-Out

Pizza By The Slice

Price

Quantity Demanded by Individual
Quantity Demand by Class





(# of slices)


(# of slices)
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Transparency & Handout
Pizza By the Slice -- Graphing Demand
Demand Schedule for Pizza Slices
	Price
	$4.00
	$3.50
	$3.00
	$2.50
	$2.00
	$1.50
	$1.00
	$0.50

	Quantity Demanded

by You
	
	
	
	
	
	
	
	

	Quantity Demanded Example
	0
	5
	10
	15
	20
	25
	30
	35

	Quantity 

Demanded 

by the Class
	
	
	
	
	
	
	
	


            Demand Graph

	
	$4.00
	
	
	
	
	
	
	
	
	

	
	$3.50
	
	
	
	
	
	
	
	
	

	P
	$3.00
	
	
	
	
	
	
	
	
	

	R
	$2.50
	
	
	
	
	
	
	
	
	

	I
	$2.00
	
	
	
	
	
	
	
	
	

	C
	$1.50
	
	
	
	
	
	
	
	
	

	E
	$1.00
	
	
	
	
	
	
	
	
	

	
	$0.50
	
	
	
	
	
	
	
	
	

	
	0
	
	
	
	
	
	
	
	
	

	
	
	          5         10        15        20        25        30        35


          QUANTITY  DEMANDED

1)
Construct the example demand schedule by graphing the corresponding prices and quantities.

2)
Construct your own demand schedule.

3)
Challenge:  Construct the demand schedule for the class.  You may need to use a blank graph.

Pizza By The Slice -- Graphing Demand Example Transparency

Pizza By the Slice -- Graphing Demand
Demand Schedule for Pizza Slices
	Price
	$4.00
	$3.50
	$3.00
	$2.50
	$2.00
	$1.50
	$1.00
	$0.50

	Quantity Demanded

by You
	
	
	
	
	
	
	
	

	Quantity Demanded Example
	0
	5
	10
	15
	20
	25
	30
	35

	Quantity 

Demanded 

by the Class
	
	
	
	
	
	
	
	


            Demand Graph

	
	$4.00
	
	
	
	
	
	
	
	
	

	
	$3.50
	
	
	
	
	
	
	
	
	

	P
	$3.00
	
	
	
	
	
	
	
	
	

	R
	$2.50
	
	
	
	
	
	
	
	
	

	I
	$2.00
	
	
	
	
	
	
	
	
	

	C
	$1.50
	
	
	
	
	
	
	
	
	

	E
	$1.00
	
	
	
	
	
	
	
	
	

	
	$0.50
	
	
	
	
	
	
	
	
	

	
	0
	
	
	
	
	
	
	
	
	

	
	
	          5         10        15        20        25        30        35


          QUANTITY  DEMANDED

1)
Construct the example demand schedule by graphing the corresponding prices and quantities.

2)
Construct your own demand schedule.

3)
Challenge:  Construct the demand schedule for the class.  You may need to use a blank graph.

Pizza By the Slice – Graphing Demand

(Example)
Demand Schedule for Pizza Slices

	Price
	$4.00
	$3.50
	$3.00
	$2.50
	$2.00
	$1.50
	$1.00
	$0.50

	Quantity 

    Demanded
	0
	5
	10
	15
	20
	25
	30
	35

	Quantity 

Demanded 

(by the Class)
	
	
	
	
	
	
	
	




Demand Graph Example

	
	$4.00
	
	
	
	
	
	
	
	
	

	
	$3.50
	
	
	
	
	
	
	
	
	

	P
	$3.00
	

	
	
	
	
	
	
	
	

	R
	$2.50
	
	
	
	
	
	
	
	
	

	I
	$2.00
	
	
	
	
	
	
	
	
	

	C
	$1.50
	
	
	
	
	
	
	
	
	

	E
	$1.00
	
	
	
	
	
	
	
	
	

	
	$0.50
	
	
	
	
	
	
	
	
	

	
	0
	
	
	
	
	
	
	
	
	

	
	
	          5         10        15        20        25        30        35
	


QUANTITY DEMANDED
Pizza By the Slice

	Price
	
	
	
	
	
	
	
	

	Quantity 

(example)
	
	
	
	
	
	
	
	

	Quantity 

(by the class)
	
	
	
	
	
	
	
	







Graph
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QUANTITY 



Transparency

Determinants Of Demand
Tastes:
As consumers, our tastes and preferences for a particular good or service may change.  This could alter the demand for this product.  Tastes reflect our attitudes, which can be influenced by advertising, social issues, religion, education, or other factors.

Income:
As a person's income changes, so does the desire for certain goods and services.  All products are not affected in the same way.  An increase in income might decrease the demand for certain, more inferior products -- such as beans and rice.

Prices of Related Goods Change:
As the price of one good changes, the demand for a related good may also shift.  Complementary goods, items that "go together," such as peanut butter and jelly, may experience price fluctuations from time to time.  The person who can no longer afford the higher priced jelly product may find a substitute for the familiar sandwich and no longer buy peanut butter.  Substitute goods, items that replace each other, may also influence consumption patterns.  For example, if hamburger meat is expensive, you may choose to consume hot dogs at a picnic instead.

Change in the Number of Consumers in the Market for a Product:
If more consumers are willing and able to buy a product, the demand for that product will increase.  If fewer consumers are willing and able to purchase a product, the demand will decrease.

Consumer Expectations:
Anticipating future changes in the price or availability of a product may influence decisions to buy more of that product now or to delay consumption until a price decrease occurs.  Our demand is relative to what we expect to happen at a later date.

Transparency

Name That DD Scenarios 
1)
Cowboy boots and vests are in style.  What will happen to the demand 
for cowboy boots and vests?
2)
A bridge is out; highway traffic is rerouted.  What will happen to the 
demand for the restaurant located on the old route?
3)
Salsa price decreases.  What will happen to the demand for chips?
4)
A new sports complex opens.  What will happen to the demand for 
restaurants in the vicinity?
5)
Minimum wage is increased.  What will happen to the demand for many 
products?
6)
Local union is under contract negotiations; the bargaining is not 
going well.  What will happen to the demand for many goods and services?
7)
The Florida orange crops were damaged by a late freeze.  What would happen to the demand for oranges?
Class-Generated Scenarios:

8)

9)

10)

11)

Transparency

Answers to Name That DD Scenarios
1)
Increase Demand (tastes and preferences)

2)
Decrease Demand (change in number of consumers)

3)
Increase (related goods)

4)
Increase Demand (change in number of consumers)

5)
Increase Demand (income)

6)
Decrease Demand (future expectations)

7)
Increase (future expectations)
Transparency & Handout

Supplying the Slice -- Graphing Supply
Supply Schedule for Pizza Slices
	Price
	$4.00
	$3.50
	$3.00
	$2.50
	$2.00
	$1.50
	$1.00
	$0.50

	Quantity Supplied by

Producer A
	35
	30


	25
	20


	15


	10
	5
	0

	Quantity 

Supplied by

Producer B
	30
	27
	24
	21
	18
	15
	12
	0


            Supply Graph
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	$2.50
	
	
	
	
	
	
	
	
	

	I
	$2.00
	
	
	
	
	
	
	
	
	

	C
	$1.50
	
	
	
	
	
	
	
	
	

	E
	$1.00
	
	
	
	
	
	
	
	
	

	
	$0.50
	
	
	
	
	
	
	
	
	

	
	0
	
	
	
	
	
	
	
	
	

	
	
	          5         10        15        20        25        30        35


QUANTITY SUPPLIED

1)
Construct the supply schedule for Producer A and Producer B by graphing the corresponding prices and quantities.


2)
Label each supply schedule.

Supplying The Slice -- Graphing Supply Example Transparency

Supplying the Slice – Graphing Supply

(Example)
Supply Schedule for Pizza Slices

	Price
	$4.00
	$3.50
	$3.00
	$2.50
	$2.00
	$1.50
	$1.00
	$0.50

	Quantity 

Supplied
	35
	30
	25
	20
	15
	10
	5
	0




Supply Graph Example
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	$2.00
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	E
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	          5         10        15        20        25        30        35
	


QUANTITY SUPPLIED
Transparency
DETERMINANTS OF SUPPLY

Factors other than price that affect firms’ decisions to supply goods for sale.
Costs of resources:  A change in the cost of resources used in production changes the amount supplied.  An increase in production costs results in fewer being supplied at the same price.

Number of Firms:  If the number of firms in the industry increases, we would expect an increase in the supply.  Computers and video stores are examples of industries with a growing number of suppliers.

State of Technology:  Improvements in technology (ways of producing) usually results in reducing the costs of production and increasing the supply.

Prices of Related Goods:  Changes in other prices affect producers’ decisions to supply similar or related goods.  For example, falling wheat prices usually cause the supply of soybeans to increase.  

Expectations of Future Events:  Expectations affect producers’ decisions.  If farmers expect wheat prices to fall, they generally try to sell their existing stocks before prices fall, causing the supply to increase.  

A change in the price of a good causes a change in the “quantity supplied.”
Transparency

Equilibrium:  Setting the Price
Supply Schedule for Pizza Slices
	Price
	$4.00
	$3.50
	$3.00
	$2.50
	$2.00
	$1.50
	$1.00
	$0.50

	Quantity Demanded
	0
	5


	10
	15


	20


	25
	30
	35

	Quantity 

Supplied 


	35
	30
	25
	20
	15
	10
	5
	0
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	C
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	E
	$1.00
	
	
	
	
	
	
	
	
	

	
	$0.50
	
	
	
	
	
	
	
	
	

	
	0
	
	
	
	
	
	
	
	
	

	
	
	          5         10        15        20        25        30        35




QUANTITY
Handout

	1                                                                                           one
PIZZA BUCK


 EMBED Word.Picture.8  
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Handout & Transparency
Dinner Decisions
Decision -- Where to eat for dinner?
	        Alternatives
	
	               Criteria
	
	
	Net Value

	          Restaurants

             (list below)
	  Tastes &

Preferences
	   Price of

Substitute
	    Can I

Afford It?
	Do I Have

the Time?
	      

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Directions:

1)
You are deciding where to go for dinner.

2)
List several restaurants in your area.

3)
Review the criteria by placing a + in the boxes where the alternatives meet the criteria and a - in the boxes where the alternatives do not meet the criteria.

4)
Calculate across to the Net Value to determine the best choice.  If a particular criteria is more important to you than the others, you can weight that response by multiplying the pluses and minuses by your selected weight value.  Indicate with an * if a criteria is weighted.

5)
What is your decision?  









6)
Your Opportunity Cost (the next best alternative) is  















Who’s Out to Lunch?
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