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Lesson Summary: This activity demonstrates how markets affect supply and demand.  It also illustrates the affects of government regulation on the market.  Students will be placed in groups with one student in each group acting as a merchant.  Prices are determined before the students know their available funds.  They then shop for letter grades for five rounds.  The teacher will place regulations on the created market after two rounds.  Afterwards, the students will deliberate and present the market trends affecting their shop.


Subject:
Social Studies: Production Distribution and Consumption
Grade Level: 

· Target Grade: 7  

· Upper Bound: 8
· Lower Bound: 6
Time Required: 1-2 class periods.

Materials:
· Merchant Score Card

· 

 HYPERLINK "DC%20Social%20Studies%202%20Worksheet%202.doc" 

Student Score Card

· 

HYPERLINK "DC%20Social%20Studies%202%20Worksheet%203.doc"

Grade Scramble Worksheet

Lesson Plan: 
Discussion and Presentation:

· Present and discuss the PowerPoint over scarcity, supply, and demand.
Grade Scramble:
· Separate the class into 8 groups of 5 students: one A, two B, and five C groups. Group A will sell letter grade ‘A’ as their product. The B groups will sell letter grade ‘B’. The C groups will sell letter grade ‘C’ as their product. If there are more than 5 people per group, add more B and C groups.
· The students want to obtain the highest score possible for their money.  A’s are worth 10 points, B’s are worth 5 points, and C’s are worth 1 point.  Merchants want to receive the highest price for their product from as many consumers as possible.

· Each group should designate a merchant. The remaining students in the group will be consumers shopping for grades during that round. At the end of each round, the merchant will become a consumer, and one of the consumers in his or her group will become the merchant. 
· Have the each group set a price value for their product independent of the other groups. It is important to set the price values before the students know their available funds so that students do not set the price according to what they can personally afford. However, let them know the highest available funds, the lowest, and the mean so they can price their product suitably. Groups should note the availability of their product when setting a price value as well as their target range of consumers (is their target consumer “rich”, “middle-class”, or “poor”?). Adjustments to the price value can be made after each round or during the round as needed. For example if one group set their price too high to compete, the merchant can choose to lower the price during the round. If the group set their price too low, the merchant before the following round can choose to raise the price to 
· Arbitrarily hand out slips of paper to each student, including the merchants, with a recorded value of their available funds.  10% should be high, 30% should be low, and the rest should fall in between. Since every student will get to be a merchant, they have the possibility of adding to their available funds at some point in the game depending on how well they sell their product. However, they do not get to add this number each round.
· Also give out the Student and Merchant Score Cards. Every student, including the merchants, should receive a student score card. Each group will receive one merchant score card. All students (merchants too) should write down their starting funds at the top of their student score cards.
· The merchant score card should remain with the merchant for each round. For example, if Susie is the merchant for round one, she will have both score cards but only use the merchant score card to record sales. When the round is over, Susie will add the sales to her available funds and record the total under “remaining funds” on her student score card for that round. The rest of the column for round one would be blank since Susie cannot purchase items while she is a merchant. Susie will then give the merchant card to Billy and use her own student score card for the round two.
· The student should now go and purchase letter grades from the merchants. The merchants can sell an unlimited number of letter grades for the first two rounds. There is also no limit to the number of each letter grade or total grades a student can purchase during the first two rounds.
· For the next round, have each group designate a different merchant.  Merchant score cards should remain with the next merchant.  The previous merchant should add the sales to his or her available funds. This is continued throughout the remainder of the game at the end of each round.
· After round 2, enact a government regulation limiting the number of grades a group can sell for each of the remaining rounds.  The A group can sell only 5 A’s each round. The B groups can each sell only 5 B’s per round, and the C groups can sell only 10 C’s per round each.  A single student can only purchase 1 letter grade A per round with a cap of 3 A’s total for the entire game. If a student has already purchased 3 A’s or more before the regulation was enacted, the student cannot purchase any more A’s the rest of the game. This keeps the students with high incomes from purchasing the entire stock of letter grade A’s from that merchant in one round.
· After 5 rounds (less if there are less people per group), have the groups fill out the worksheet. 
· One or two groups from each letter designation should present their findings on supply and demand.
Assessment: The activity should demonstrate the objectives this lesson sets out to accomplish. The Grade Scramble Worksheet serves to test students’ understanding of the basic principles of scarcity, supply, and demand.  In class, teachers can ask the following questions:
· What were the highest and lowest prices paid?

· Which group made the most money?  How was that accomplished?
· How did the government regulation affect the prices?

· Did the government regulation affect demand?

· Did any group have to adjust the price of their product?  Why?  What effect did that have on the group’s supply and demand?
· What are some examples of government regulation of the economy?

· How could scarcity be described for this activity? 
· If the government had provided an incentive to the merchant, would they be more willing to comply?  Why or why not?
Background & Concepts for Teachers:  
· According to the governor of Texas website, venture capitalists invested “primarily in the Texas software, networking and equipment, telecommunications, and semiconductors” towards the end of 2006.  This could be indicative of the demand for better networking and technologies required of many businesses and the public in general (industry trends). The website also links to profiles of each industry for more information on Texas industry (industry profiles).
Vocabulary / Definitions: 
· Scarcity refers to the limited resources we have compared to our unlimited number of wants.
· Supply is the amount of a good or service available in the market for purchase at a certain price.
· Demand describes the desire and ability of consumers to pay for a good or service at a given price.
· Involuntary Limits is a limit not under the producer’s control, such as the limited supply of gold that can be mined. 
· Voluntary Limits is a limit that a producer places on a good or service, such as the induced oil shortage in the late 20th century.
· Free-market Economy is an economy that allows only the supply and demand of goods and services to determine costs and prices. 
Lesson Extensions:
· Presentations can be discussed instead if time is limited.
· Teachers can save paper resources by having students draw a table on their own paper similar to the Merchant and Student Score Cards. 
· If the PowerPoint presentation is covered quickly, the activity could have a time limit on each round to about 3 minutes each.  Presentations can then be worked on and given during the following class period.

References:
· http://www.col-ed.org/cur/sst/sst184.txt
· http://www.wvpt4learning.org/lessons/pdf04/storyof.pdf
· http://www.governor.state.tx.us/divisions/ecodev/bidc/overview#industrytrends
· http://www.governor.state.tx.us/divisions/ecodev/bidc/industryprofiles/
TEKS:
7.13 (B) Analyze the impact of economic events in the free enterprise system 

7.13 (C) Analyze the impact of significant industries in Texas
Math:

7.11 (B) Make inferences and convincing arguments based on analysis of data
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