	
	Marketing and the media
	Unit 7



[image: image2.png]Klett



Price
	In a free market economy, the price of a product or

service is defined by supply and demand. And to fully

understand economics, it is essential to know how this

works. 
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Put simply, supply refers to the amount of a product or

service that a company is willing to supply at a certain

price. And demand refers to the amount of a product

or service that people are willing to buy at a certain

price. 


When a balance between the two is found, this

is the optimal selling price – or price equilibrium. In 

this example, the price equilibrium is €1.10.
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Key terms

1. 
Read the following text on the next page and fill in the words in the correct places. Use a monolingual English dictionary to help you.

  Plenty more fish in the sea?

Pricing strategy – a method used by companies to determine prices. 





Price differentiation – when a company charges different prices for the same product to different social or geographical sections of the market.
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Plenty more fish in the sea?


Caviar price set to _______ as numbers decrease





Beluga caviar is one of the world’s most luxurious food products, enjoyed by the rich and famous around the globe. But now, due to overfishing, this exclusive luxury is under threat. As a result of increasing ________ , fisherman in the Caspian Sea, in south-western Asia, are catching record numbers of sturgeon – the fish that supplies the valuable eggs – leaving population numbers dangerously ________.





Beluga caviar is made from fish eggs, but it is more than just food – it is a __________. Indeed, no exclusive restaurant or VIP party would be complete without it. This is not just caviar; it is the caviar – the best that money can buy. And as with any other luxury, quality comes at a price. The current price for one ounce (around 28 _______ ) stands at about $300. But this has not put people off. Despite economic difficulties all over the world, the demand for Beluga caviar has not _________ – in fact, it has increased.





But conservation experts have warned that sturgeon numbers in the Caspian Sea – where around 90% of the fish are to be found – are worryingly low. In fact, Alexei Levin from the Caspian Fish Protection Agency says, “If fisherman continue to catch sturgeon at this rate, they will be close to _________ in less than 15 years.” This has triggered a response from the local authorities, who put limits on the amount fisherman are allowed to catch. “We have to slow things down dramatically,” declared a ___________, “We must ensure that the caviar trade is kept to a __________ level, and that we do not exhaust our resources.”





But what does this mean for one of the world’s most expensive products? The answer is simple: a higher sale price. _________ needs to be drastically cut, but demand does not look like dropping. In fact, the opposite could be true. Andrew Parks, from the London School of Economics, explains the situation: “It is really a simple case of supply and demand. A ________ in supply will give the product a more exclusive status, meaning that demand will increase,” he says. “And when demand __________ supply, prices rise. It is possible that we will see an ounce of Beluga caviar changing hands for up to $400 an ounce.”  





So although it is bad news for the fish, firms selling the product are set to profit. “Arguably, this puts companies in a great position,” continues Parks. “They now have a good with unique value, meaning their ____________ will change. They know that they can raise the price of caviar without suffering a loss in demand.” It has also been suggested that these developments will put an end to __________________ in the caviar market. “When they thought supply was endless, companies could afford to charge different prices in different geographical markets. But now that supply has fallen, they will look to maximize profits. And that means selling at the highest possible _________,” explains Parks.     





Whatever companies decide to do, one thing is clear: the world’s most expensive snack is about to become even more exclusive.
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