Transforming Abstract Economics Concepts Into Memorable Analogies

If an economics professor were to reveal their deepest, darkest secrets about teaching the subject,
they would probably admit that explaining concepts like supply, demand, and market equilibrium
can be quite challenging. But why? After all, these are just simple economic principles. Anyone who
has ever purchased a product or sold one in return understands these ideas. However, when we take
a step back and analyze what it is that makes them so difficult to teach. The answer is: because they
are abstract concepts! It’s not that these ideas aren’t important or relevant; it’s just that they aren’t
very memorable unless you find ways to visualize them and associate them with something more
concrete. Fortunately, there are several effective techniques for doing so:
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Supply And Demand

The supply and demand model is probably the best-known model in all of economics. It is used to
explain how the price of a product is determined in an unhampered market economy. The basic idea
behind the model is that as the number of units offered for sale (supply) increases, the price will
decrease, and as the number of units demanded increases, the price will go up. The interaction
between supply and demand determines the price and the amount of the product that will be
traded at any given time. The more people want a product and the fewer there are available, the
more willing people will be to pay more for it. Conversely, if there are a lot of products available and
people aren’t interested in them, the price will be lower. The supply and demand model is often
illustrated using a graph that shows the price of a good on the vertical axis and the quantity of the
good on the horizontal axis. The intersection of the two lines shows the quantity that will be traded
at a particular price.



