The Market System Activity
(30 Marks)



Name: 



Supply, Demand and Prices and the Free Market Economy

I. Describing Supply and Demand (10 marks total)

Complete the following sentences by circling the correct word or words.

1. The quantity of a good that producers are willing to offer for sale at a given price is the (demand / supply) of that good.

2. When prices are high, the quantity demanded will tend to be (high / low).

3. An (increase / decrease) in price will tend to result in increased supply.

4. If the price of a good is set above the equilibrium, a (surplus / shortage) will result.

5. Equilibrium price is the price at which the quantity supplied is (greater than / equal to / less than) the quantity demanded.

6. The quantity demanded for a good will is greater than the quantity supplied if the price of the good is (above / equal / below) equilibrium.

7. If the demand for a good drops, the price of that good will usually (drop / stay the same / rise).

8. If retailers cannot keep enough products to satisfy their customer, it indicates that the price of the product is (to low / at equilibrium / too high). 

9. If the market price for good falls, producers of that good will tend to produce (more/less) of that good.

10. Prices in a free market system are set by (sellers / buyers / the market/ the government).

II. Graphing Supply and Demand (10 marks total)

Construct a graph representing the market for motorcycles using the data below.  Clearly label both axes (2 marks), the supply and demand lines (6 marks) , equilibrium price (1 mark)  and quantity (1 mark).

	Price (dollars)
	Quantity Demanded
	Quantity Supplied

	4 000
	100 000
	0

	6 000
	80 000
	20 000

	8 000
	60 000
	40 000

	10 000
	40 000
	60 000

	12 000
	20 000
	80 000

	14 000
	0
	100 000


III. Matching (10 marks)

Match each term with a correct description.

a) Equilibrium

b) Surplus

c) Shortage

d) Capital

e) Profit

f) Consumer sovereignty

g) Scarcity

h) Competition

i) Market

j) Supply

1. The principle that economic decisions should be made by people buying goods.

2. Where and when buyers and sellers meet.

3. The “invisible hand” that guides producers to meet the needs of consumers.

4. The force that helps keep prices low and quality high.

5. The total amount of a product that business will offer for sale at a given price.

6. The point at which supply and demand are equal.

7. A condition that exists when the supply of a good is greater than the demand of that food.

8. The tools, factories, and financing needed to produce a good.

9. The basic problem that must be faced by every economic system.

10. The problem that exists when the price of a good is set below the market price.

