Free Enterprise – Unit 3


Parish Comprehensive Curriculum

Concept Correlation
           Unit 3:  Supply and Demand  
Time Frame:  Regular 2 weeks; Block 1 week
	Big Picture: (Taken from Unit Description and Student Understanding)
· Supply and demand determines price
· Economic tools can be used to explain and analyze how changes in supply and demand impact price, incentives, and profit

	Guiding Questions
	Activities
The essential activities are denoted by an asterisk.
	GLEs
	DOCUMENTATION                       
Documented GLEs

GLES 

Bloom’s Level

GLES

Date and Method

 of Assessment

Explain, analyze, and apply principles of supply and demand, including concepts of price, equilibrium point, incentives, and profit (E-1B-H1) (Synthesis)
27

Identify factors that cause changes in supply or demand for a product (e.g., complements, substitutes) (E-1B-H1)  (Evaluation)
28

Reflections

	Concept 1:  Supply and Demand

10.  Can students explain the factors that affect supply and demand?
11.  Can students explain the effect that supply and demand have on prices?
	*Activity 23: Supply and  Demand Vocabulary
GQ 10
	27, 28
	

	
	**Activity 24: Determinants of Supply
GQ 10, 11

	28
	

	
	**Activity 25:  Stock your Shelf Rim Supply Outlet
GQ 10

	28
	

	
	*Activity 26: Supply and Demand GQ 10,11

	27
	

	
	*Activity 27:  Markets in Action
GQ 10, 11

	27, 28
	

	
	*Activity 28: When there is a Shortage of Supply GQ 11

	27, 28
	

	
	*Activity 29: Elasticity of Supply and Demand GQ 10, 11

	27
	

	
	*Activity 30: Complementary and Substitute Goods GQ 11
	27, 28
	


Unit 3 – Supply and Demand  

GLEs
*Bolded GLEs are assessed in this unit

	Individuals, Households, Businesses, and Governments

	27
	Explain, analyze, and apply principles of supply and demand, including concepts of price, equilibrium point, incentives, and profit (E-1B-H1) (Synthesis)

	28
	Identify factors that cause changes in supply or demand for a product (e.g., complements, substitutes) (E-1B-H1)  (Evaluation)


	Purpose/Guiding Questions:

· Explain the factors that affect supply and demand

· Describe concept of demand, and its importance on the economy


	Vocabulary:

· Demand 

· Income Effect 

· Substitution Effect 

· Substitute Goods

· Complimentary Goods

· Diminishing Marginal Returns 

· Demand Curve 

· Demand Schedule

· Law of Demand 

· Quantity Demanded 

· Market  

· Determinants of Demand 

· Supply

· Quantity Supplied 

· Supply Curve 

· Supply Schedule 

· Incentive 

· Profit 

· Equilibrium Price  

· Determinants of Supply  

	Assessment Ideas:

· Graphic Organizer (Act. 30)

· Handout (Act 26, 28, 39)
*Many of the handouts in this unit/concept may be used as an activity, an assessment or both.
	Resources:

· Handouts

· Candy

· Newspapers/Magazines

· Graphic Organizer

·  Markers/Glue/Poster/Scissors

· Calculator

· Computers/Internet


Instructional Activities
Note: Essential activities are key to the development of student understandings of each concept. Substituted activities must cover the same GLEs to the same Bloom’s level.

*Essential Activities: 23, 26-30
** Optional Activities: 24, 25
*Activity 23:  Supply and Demand Vocabulary (GLEs:  27, 28)

Materials List: 3x5 or 5x7 inch index cards (five for each student), overhead projector (optional)

To develop students’ knowledge of key vocabulary, have them create vocabulary cards (view literacy strategy descriptions) for terms related to supply and demand.  Distribute five 3x5 or 5x7 inch index cards to each student and ask them to follow the teacher’s directions in creating a sample card.  On the board or overhead projector, place the targeted word “supply” in the middle of the card as in the example below.  Ask students to provide a definition of the word and to write it in the appropriate space on the card.  Next, ask students to write “law of supply” in the appropriate space.  Then, have the students write “changes” on the card and list factors that may change supply.  Finally, have the students write “illustration (graph)” in the last area of the card and create an illustration for supply.

Once the sample card is created, have students make their own cards for demand, price, equilibrium, incentives and profit.  (There may not be an illustration for incentives and profit). The teacher may also include surplus and shortage. Allow time for students to review their cards and quiz each with their cards in preparation for quizzes and other class activities.

	Definition :                                         Law of Supply:

                                     SUPPLY

Changes:                                            Illustration (graph):



**Optional Activity 24: Determinants of Supply (Teacher-Made Activity)

(GLE 28) 

Help students get a clear definition of supply schedule and supply curve. 

Option 1: Determinants of Supply Pizzeria 

Have students take on the role as a pizza supplier. Explain the amount of work and expenses that might go in to making the pizza. Then ask student how many slices they would supply at the following prices. Use the following graphic to demonstrate.  

(See Unit 4, Activity 30-- Determinants of Supply Pizzeria) 
	Price
	Quantity Supplied

	$.25
	

	$.50
	

	$1.00
	

	$1.50
	

	$2.00
	

	$2.50
	

	$3.00
	

	$3.50
	


Note to students that there is a direct relationship between price and quantity supplied. 

Have students graph the results of the supply schedule on a supply curve.

Option 2: Coffee Supply Internet 
Students will make predictions about the allocations of $1 among the major players in the coffee supply chain. Students will then complete a follow-up activity in which they assess the items that causes shifts in supply and interpret their impact.

(See Unit 4, Activity 30-- Coffee Supply)
**Optional Activity 25: Stock Your Shelf Rim Supply Outlet (Teacher-Made Activity)

(GLE 28)

Help students get a clear definition of supply, quantity supplied, equilibrium price, and incentives.  

Then tell students that supply is the quantity of goods and services that producers are willing to sell at various possible prices during a given time period. In a group the students will be given a list of various rims and rim accessory items. The students will be given $5000 to use to create a complete supply of rims and accessories for their store.  The students will have to stock their store shelves with an abundance of items efficiently using their allotted money.  

The students will individually shop, creating a shopping list, spending $2000. 

Students will evaluate their choices as suppliers and consumers. 

(See Unit 4, Activity 29-- Stock Your Shelf Rim Supply Outlet) 

*Activity 26:  Supply and Demand (GLE:  27)

Materials List:  overhead projector (optional), Understanding Changes in Supply and Demand BLM

Help students get a clear definition of what demand is by first having them give their own definitions of demand, then writing those definitions on the board or overhead projector. Next, tell students that demand is defined as the “desire, willingness, and ability” to purchase something. Have students give examples of items they might have a desire for, yet do not have the ability to purchase.

Create a chart on the board or overhead and allow students to answer the following question:

How many of you would have the desire, willingness, and ability to purchase a 

slice of pizza during lunch if the price were $.25? $.50? $1? $1.50? $2? $2.50? 

$3? $3.50? 

Have the students respond by raising their hands. (The students should raise their hands for every price that they would buy or demand a slice of pizza and the number of slices they would buy at that price; if at $.25, they would purchase 2 or more slices, account for those extra slices in their tally.)  Remind them they must be able to make purchases (i.e. have the money to demand pizza).  The following is an example of what should be placed on the board or overhead.

	Price
	Quantity Demanded

	$.25
	

	$.50
	

	$1.00
	

	$1.50
	

	$2.00
	

	$2.50
	

	$3.00
	

	$3.50
	


Note to students that there is an inverse relationship between price and quantity demanded. As price goes up, quantity demanded goes down, and vice versa. Next have students graph this curve, with price on the vertical axis and quantity on the horizontal axis.

Next, introduce the concept of supply to students. Have students take on the role of a pizza supplier. Explain the amount of work and expense that might go into making the pizza and then ask student how many slices they would supply at each of the following prices. Use the following graphic to demonstrate.

	Price
	Quantity Supplied

	$.25
	

	$.50
	

	$1.00
	

	$1.50
	

	$2.00
	

	$2.50
	

	$3.00
	

	$3.50
	


Note to students that there is a direct relationship between price and quantity supplied. 

Have students graph the results on the same graph they used for their demand results. 

Define equilibrium price, and point out to students that the equilibrium price is where the two lines intersect. 

Define incentive. Ask students to explain what incentive they might have for buying or supplying (selling) more pizza.

Use the Understanding Changes in Supply and Demand BLM to measure student understanding. (See BLM.)
*Activity 27:  Markets in Action (GLEs:  27, 28)

Materials List: online lesson: Markets in Action by the Foundation for Teaching Economics 

For this lesson have students maintain a learning log (view literacy strategy descriptions). During this lesson students will record new understandings, make and check predictions, and reflect on what has been learned.  The Foundation for Teaching Economics promotes excellence in economic education by providing teacher training and lessons for teachers to make them more effective.  An activity (lesson) entitled Markets in Action can be found at http://www.fte.org/teachers/programs/efl/lessons/lesson4.htm.

The lesson provides students with sample problems that allow students to apply the concepts they have learned into practical, more complex problems that have been reported in the news.  The website includes step-by-step procedures, as well as three sets of problems and definitions.  FTE grants permission for classroom use and invites teachers to visit their website for information on free programs for students and teachers.  

When students complete this lesson, ask them to write an entry in their learning logs describing what they know about supply and demand now that they didn’t know before participating in this activity. 

*Activity 28:  When There is a Shortage or Surplus (GLE:  27)

Materials List: Setting the Price BLM, overhead projector (optional)

Provide students with the regular (not sale) prices that area stores charge for identical items (i.e., 32-inch television, iphone, MP3 player).  Start a discussion by asking these questions:

· What would happen if one store charges significantly more for these items on a regular basis?

· What would happen if one store charges significantly less for these items?

· Why might stores run out of these items?

· Why would a surplus be created if stores charged more than customers were willing to pay?

Provide students with a copy of Setting the Price BLM.  Explain to students that prices are subject to supply and demand. Allow students time to read the scenario and answer the questions on the bottom of the BLM.   Remind students that “Law of Demand” states that consumers will buy more of an item at lower prices than at higher prices, and the “Law of Supply” says that sellers will offer more for sale at higher prices than lower prices.  Remind students that when there is a shortage, the market pressures the price upward, while a surplus pressures the market downward.  Assist students as necessary in drawing the supply and demand curves by demonstrating on an overhead projector or chalkboard. 

*Activity 29:  Elasticity of Supply and Demand (GLEs 27, 28)

Ask students to imagine a situation where consumers would demand (purchase) a product regardless of its price (e.g., batteries during a hurricane, insulin for a diabetic). Ask students to think of other products where inelastic demand may apply (e.g., emergency medical services, liability auto insurance). Have students place outline graphs on their own paper, following a whole-class model via projector, etc. Draw an extremely inelastic demand curve and ask students to imagine a situation where producers would supply (sell) a product almost regardless of price (e.g., tomato farmer when tomatoes are fully ripe). Ask them to think about what happens to the price of tomatoes in the growing season. Draw an extremely elastic demand curve and ask students why substitute products (see above) have elastic demand (e.g., a small change in price encourages consumers to substitute products). Draw an extremely elastic supply curve and ask students to explain why suppliers would be so sensitive to price (e.g., little profitability and producers leave the industry).

*Activity 30:  Complementary and Substitute Goods (GLE:  28)

Materials List:  Analyzing Related Goods BLM

Ask students to explain what happens to the demand, price, and sale of cars if the price of tires increases or decreases.  Either the teacher or the students should record their responses. (Note that every new car sold has five new tires.)   Define complementary goods. Point out to students that they have probably seen producers take advantage of their knowledge of complementary goods in the sale of razor handles and razor blades. Ask students if they ever noticed that the price of razor handles is relatively inexpensive, yet the price of the blades is usually expensive. Explain to students that the two are complementary goods and that the demand for razor blades goes up when the price for razor handles drops. Ask students to consider what happens to the price of butter if the price of margarine decreases. Butter and margarine are substitute goods. What happens if the price of butter decreases? Define substitute goods. 

With the graphical analyses of the previous activity in mind, ask students to consider what effect complementary goods would have on demand. Ask them to note that the prices of complementary goods move in the same directions. The prices of substitutes move in opposite directions. Provide students with a copy of the Analyzing Related Goods BLM.  Allow students time to complete the chart and discuss the answers.
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Unit No.:______________
Grade            ________________________________
Unit Name:________________

Feedback Form

This form should be filled out as the unit is being taught and turned in to your teacher coach upon completion.
	Concern and/or Activity Number
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* If you suggest an activity substitution, please attach a copy of the activity narrative formatted like the activities in the APCC (i.e. GLEs, guiding questions, etc.).
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