PART II:

Mile by Mile

[odd]

Mile 1: Prices [content]

We’ve looked at some overall test tips, but you’re probably wondering what exactly you’re going to be tested on. So, let's start looking at some of the specific questions the test has on it.

Where do prices come from? [H2]
One thing the test may ask you about is prices. You know what prices are: prices are how much you pay for a candy bar or a new notebook. Have you ever wondered where these prices come from? They don't come from the "price stork"--they don't just drop out of the sky. But, the real explanation isn't much harder. There are only a few things you need to understand to figure out a price-- supply and demand.

Supply is stuff [H3]
Do you have a huge mountain of stuff? Or maybe you have only one of something. That's supply. Lots or none or anything in between is supply. Supply = Stuff. They both start with a S. The test may use other fancy words for stuff like goods, products, and merchandise, but just remember: it's still just stuff you buy.

Demand is desire [H3]
Do you desire a Sony Playstation? Do you desire spinach for dinner? If you desire something a lot, there is a lot demand for that thing. Demand = Desire. They both start with D. If you don't want something, there's not much demand for it.

Supply and demand can be high or low. The price depends on whether supply and demand are high or low. Here's how high prices work:

[BL] Prices are high when there's a lot of demand. To beat out other customers, you need to pay more. 

[BL] Prices are also high when supply is low. If you want something and it’s scarce, you'll have to pay a lot to get it.

The opposite situation makes a price low:

[BL] Prices are low when demand is low. If a store has goods that nobody wants, they lower the prices. 

[BL] Prices are also low when supply is high. High supply means that there aren't enough people interested in buying something. A store has to lower its price to get you to buy it.

Competition [H2]

Competition also affects prices. Competition is when different places sell the same things, so people can choose where to buy their stuff. Competition makes things cheaper. When people can choose where to buy goods, they often look for the best price and stores have to fight to get customers by lowering their prices or offering sales.

So, let’s see how all this price information works on a test question:

[QT]
1. 
Your parents took you shopping for new clothes last June. Everything was very expensive. At the end of the summer, your parents took you shopping again. You wanted to buy a new shirt to wear on the first day of school. The shirts were now very cheap. Which of the following explains why the shirts were very expensive in June?

A.
The shirts were made of cheap material.

B.
The demand for shirts was low.

C.
The supply of shirts was high.

D.
The supply of shirts was low.*

Remember what the question asks. You need to explain why the shirts were expensive. This question also contains information about a low price, so don’t get confused. Now look at the answer choices. The shirts were made of cheap material. Cheap material isn't expensive--it's cheap. Eliminate A. Check out the next answer. The demand for shirts was low. Low demand means not many people want to buy. Stores get business by lowering prices. We're looking for a high price. Eliminate B. The supply of shirts was high. Remember what high supply means: there's lots of stuff to sell. Will people pay a lot when there's a lot of choice? No. Eliminate C. That leaves answer choice D. POE helped you find the right answer!

Before you pick D, double-check. The supply of shirts was low. Does this answer make sense? Will the price be high when supply is low? Yes, the shirts are expensive when there aren't many of them for sale. Good work.

[odd]

Mile 2: Test Questions about Prices [H1] [questions]

Now that you know how prices work, look at some test questions that ask about prices. These questions usually give you a situation. Often your job is to explain why the price is high or low. You can check your answers on page TKTK and see if you understand prices.

Directions: Read the following paragraph to answer number 1

There are many apple orchards in Washington State. The apples are picked in late October and shipped to stores on trains and in trucks. The price of apples in the United States is usually lower in November.

[QT]
1. 
Why are apples cheaper in November?

A.
The demand for apples goes down before Thanksgiving.

B.
The supply of apples from other states is always the same.

C.
The demand for apples from Washington State is usually low.

D.
The supply of apples increases because of shipments from Washington State.*

[TipBox] Remember you can write in the Test Booklet. Actually cross off wrong choices by crossing out the letter of an answer choice you know is wrong. [end]

[QT]
2. 
Your younger sister opened a lemonade stand at the end of your driveway. You don't want her to make all the money, so you open a lemonade stand too. What will probably happen?

A.
The competition between you and your sister will lower the price of lemonade.*

B.
The supply of lemonade will go down because you have to use the same cups.

C.
Your parents will buy most of the lemonade but lower your allowance.

D.
The demand for lemonade by your neighbors will make you both rich.

Now try an Open-response question. This one is worth two points so make sure to be thorough.

Directions: Read the following paragraph to answer number 3

Last summer, there were four restaurants in your town. Two of them served hamburgers and two of them served pizza. Last fall, three new restaurants opened in your town. One of the newcomers serves pizza; one of them serves tacos and burritos; and the third one, Chinese food.

[QT]
3. 
List one advantage and one disadvantage of the new restaurants. Write your answer on the lines below.

[WOL]

[WOL]

[WOL]

[WOL]

[WOL]

Did you remember to see how you did in the Answer Key? If you got two or three of these wrong, review the contents of Mile 1 on supply and demand and competition.

[odd]

Mile 3: Consumer Decisions [content]

Now that you know what makes a price high or low, let's see how it affects the choices people make.

First, a test word: consumer. This is just a fancy word for a customer. Anyone who buys something is a customer or a consumer.

As a consumer, you think about how much things costs. Price helps you decide whether or not to buy. If McDonalds offers a 99-cent special, you’re more likely to go there. If you want a new pair of shoes, you’re more likely to buy them when there’s a great sale on footwear. There are other things, too, that influence when and why you buy something, and the OPT may ask you about these reasons why people buy something.

Consumer decisions [H2]

There are other things that consumers think about when deciding whether or not to buy a product.

[BL] Quality. This is pretty simple--how good is it? This is a big deal for parents usually. They want to make sure the clothes they’re buying for you won't fall apart. But it may be a factor for you two, such as liking one brand of peanut butter because it tastes better.

[BL] Availability. This means something is available to buy. This is a big consideration for most consumers. If you go to the Gap and they don’t have your size available in one color, you may buy another style or another color rather than come back.

[BL] Needs of the Family. How many kids are in your family? Your parents probably choose a car so everyone fits in the car. If your parents each drive to different jobs, they may decide to buy two cars. Families buy more than cars based on the needs of their family: they buy computers, telephones, and household appliances like dishwashers based on the needs of the family.

[BL] Advertising. Advertisements let you know what you can buy. When a new toy is advertised on TV, the ad may make you want to buy it. Advertisements also tell you when things go on sale.

[BL] Packaging. If something looks nice in the package, people are more likely to buy it. That's why stores look so pretty. The people who sell products like to make the boxes and wrappers look good for customers.

[RevBox] Try an exercise on consumers. Draw a line connecting the situation and the factor that will most likely influence the consumer. Real test questions won't be in this format but you’ll get to try your hand on real OPT questions in the next mile. You can check how you did in the Answer Key.

1.
Price

2.
Availability

3.
Quality

4.
Needs of the Family

[PD: please stack art along right hand column so students can draw a line from the consumer factor to the scenario.]

[ART 2.007: A mini-van with three white kids in the back and their parents; the van is very crowded with bikes.]

[ART 2.008: A white middle-aged saleswoman holds a sweater and says "This one is made from the best wool in the world."]

[ART 2.009: A bicycle with a price tag hanging from the handlebars - the tag had $500 written but that has been crossed out and it now says $250.]

[end RevBox]

Mile 4: Questions about Consumer Decisions [questions]

Before you try these questions, remember that consumers are customers. Try to think like a customer and how you decide what to buy.

[QT]
1.
Your parents ask you what you want for a birthday present. You tell them that you want a new video game. You tell them that it's the best game there is with really great graphics. What affected your decision to ask for this video game?

A.
Price 

B.
Quality*

C.
Advertising 

D.
Packaging

[QT]
2.
Your parents just got a new mini-van. There are eight seats so your parents can drive you and your friends to school and to the playground. There is also enough room to store all of your family's camping equipment. What factor probably made up your parents' mind to buy the mini-van? 

A.
The price

B.
The needs of the family*

C.
The availability of this model

D.
The advertisements on television

Directions: Read the following paragraph to answer number 3

Your parents just bought you a new pair of high-top sneakers. You wanted them to get you the same brand that most of your friends have, but they didn't. That brand cost fifty dollars more than the brand your parents bought you.

[QT]
3.
Which factor was important to your parents when they bought your new high-tops?

A.
Advertising

B.
Packaging

C.
Price*

D.
Quality

Directions: Use the chart below to answer number 4

You want a new bicycle. Your parents ask you what kind. You want both a mountain bike and a fifteen-speed--but you know you’ll only get one bike. You decide to make a chart to help you decide.

	
	Cost
	Looks
	Quality
	Needs

	mountain
	High
	Great
	Not Bad
	great on hills, such as biking in the park on weekends

	fifteen-speed
	Low
	Good
	Very Good
	better for getting around town and to friends’ houses


[QT]
4.
Choose one of the bicycles and name two factors that led to your decision. Explain why these factors influenced you. Write your answer on the lines below.

[WOL]

[WOL]

[WOL]

[WOL]

[WOL]

[WOL]

[WOL]

[WOL]
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