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	Economics; Week 6

	CA State Standards: 12.2.2 and 12.2.5 


     In the last section, we looked at what a market economy is and the role that Entrepreneurs play in a market economy.  Remember that a market economy is: a type of economic system where buyers and sellers come together and do business.  Based on the buying and selling of goods determines:  WHAT is made, HOW MUCH is made and WHAT PRICE things sell for.  In this section, we will look at what lies at the heart of all market economies.  It is called: competition!!!!

     Many students think of competition as being when two teams play against each other in soccer or football.  Other students may see competition as being when two boys have a crush on the same girl.  Those boys are competing to be the person who the girl will want to be with.  Some students may have even faced real-life competition.  If you have ever applied for a job, you are in competition with the other people.  Employers are looking for who is most qualified, is most willing to be a team-player and add something extra to the workforce.  
     Competition is at the heart of market economies.  Remember that the United States has a market economy.  Therefore, it can be said that competition is at the heart of America’s economic system.  But – what is being competed over?  What makes this competition exist?  The answer is: profit.  Profit is the amount of money that a company or person makes by selling goods (stuff and things) or providing a service (landscaping, haircutting, etc).  

     How exactly do we determine a profit?  Let’s remember back to our definition of Economics.  It is the study of goods being produced, sold or traded and for what price.  The way that we determine profit is by taking the price something is sold for and subtracting the costs involved with making that good (like an i-POD) or providing that service (like UPS or FedEX, etc).  

     So at the heart of America’s market economy is the competition between companies to earn the greatest profit.  Remember that even if two companies do not sell the same type of product, that they may still be in competition.  The buyers (us, or the customers), only have so much money to spend every month.  So we make decisions on what to buy.  The decisions we make determine the amount of profit that companies make.  Let’s break this down a little bit more.

     It seems simple that Jack N the Box and Taco Bell are in competition with each other.  They are in competition because they are in the same area and they compete for the money of hungry people.   Remember that we all have opportunity costs.  The cost of you going to Taco Bell for some Volcano Tacos is that you can not spend that same money at Jack N the Box.  Therefore, Taco Bell gets a profit off of you and Jack N the Box does not.  Maybe if Jack N the Box was offering a better meal-deal or spent more money on advertising – then you would have wanted to go there instead.  Jack in the Box, in this example, needs to do more to compete for your business.  
     Let’s remember though that profit is how much a company charges you for something, minus how much it costs to make something.  When you see commercials on television, (it is called advertising), or a billboard somewhere, that company is in competition for your money.   Companies have to think very hard about running commercials and doing different types of advertising.  By doing so, they are doing a better job competing for your money, but they are also increasing the cost of their business (it takes a lot of money to run a commercial) and that means profits are smaller.  So a company is betting that the amount of business it gains by advertising and competing for your money will payoff by increased sales.  Increased sales may lead to increased profit!!!!!
Activities/Assignment:
1.  Economics

2.  Goods

3.  Competition

4.  Price

5.  Profit

6.  Opportunity Costs
7.  Advertising

8.  “market”

9.  Market Economy

10.  Think of a time when you competed for something.  In a 500 word paragraph, explain:

a)  What you were competing for?


b)  Why you were competing for it?


c)  What were you willing to give up/sacrifice to win?


d)  Did you win or lose?


e)  What happened in the end?  Did you win or lose?  If you won – what was it that made you win, what was better about you than the competitor?  If you lost – what was it that made you lose, why wasn’t what you were doing good enough?


f)  What did you learn from that competition, and how do you feel about it?

11.  We are all constantly surrounded by competition amongst different companies.  Billboards, commercials, magazine adds, stickers, on the radio, etc.  For this activity, you need to find an example of advertising for a company that you either have or will buy something from.  Answer the following questions:

a)  What is the product that you have or will buy from the company you choose?


b)  Is the advertising you saw effective?  Did the company waste its money competing for your money?  Why or why not?


c)  What are the opportunity costs for you of you buying this product?


d)  What is the price of this product?  


e)  How much profit do you think the company will actually make off of you for buying this?


d)  List all the costs you can think of that the company had to spend to get this product to you.  (Examples: the advertising you saw, the rent for the building, the employees, the cost to make the product, etc).


f)  Did what you brainstormed in D surprise you at all?  Why or Why not?

