Marketplace: Price Increase or Price-Gouging?
Click on the link below and scroll down to resources and click on disaster zone.  Ignore the last slide.
http://www.econedlink.org/lessons/index.php?lid=508&type=educator
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Pose these questions and discuss the students' responses:

Do you think Mr. Green's solution was the best way to distribute the water? Can you think of other ways in which the water could have been distributed? What do you think will happen to Mr. Green's sales in the long run, based on his method of distributing the water?

[Possible responses:
· Rationing: 

In this scenario, each person or family unit receives a certain amount at the pre-disaster price, regardless of need. 

Problem: Among any group of free people in this situation, some would choose to resell their allotment for significantly more money than they paid, and the accusation of price-gouging could once again be leveled. And, if resale were somehow prohibited, how else would those people who have a greater need for water obtain it? Would they be forced to watch as those with a lesser need expend a portion of their allotment on frivolous activities, such as washing a car?

· Price controls: 

In this scenario, the price would be held at its pre-disaster levels, post-disaster changes in the market notwithstanding. 

Problem: Given that there is not enough supply to meet everyone's demand, some sort of queue, or line, would be required. How would one's position in the queue be determined? Would it be first-come, first served? This would favor: (a) the people nearest the water store [unfair because their need might not be the greatest], or (b) the people who first learned about the queue [unfair for the same reason], or (c) the people who could run the fastest [unfair because it favors the young and the swift
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Brainstorm a list of problems and shortages after an earthquake.

	Shortages:


	Other Problems:


So there is very little water in Econville.  Is there going to be any expected change in demand?
	


What normally happens when the supply of an item decreases but demand for it increases?

	


What are some other ways the scarce water could be distributed? 
	


The choices people make have both present and future consequences.  Choose one of the methods of distribution you suggested above and describe the potential consequences to the people of Econville.

	


Choose one of the shortages you brainstormed earlier and write a paragraph describing way(s) to distribute that resource and some of the consequences you might expect.  Hand in your sheet once completed.
	


