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' HOWTO PLAY EARNING A LIVING:

9:
10. This simulations should take about 15-20 minutes to play out.
11. Award a small prize to those students who were able to earn more than the 5 ECONOS

. Have the class read the information prior to the class meeting
. Divide the class into Households and Entrepreneurs

Each of the members have an envelope:

A. Entrepreneurs have $1,000

B. Households have 15 resources. They do not have to be match 5 and of each

. The entrepreneurs buy the resources from the Households. The market sets the prfce
- When the entrepreneur gets one land one labor and one capital they go to the teacher

and the teacher will give them an ECONO

- When the households sell all their resources ~> they have mdney.
. The households then buy ECONOS from the Entrepreneurs
- The end of thé simulation is when Households have at least 5 ECONOS and the

Entrepreneurs have $1,000
Some will have more or less ECONOS and more or less $1,000

and $1,000. Ask them what made them successful?

Debrief:

5

- You should draw what happened in the class and label the Resource market ( Factor)

and the Product market

- Emphasize to the students that this is the entire economy
. Display for the students that the speed and flow of these two markets influence the

business cycle — recession / inflation '

+ They should have read Adam Smith and discuss the view of Adam Smith inrelation to

the circular flow .
What institution is missing? ( Govt) You can show the difference in size of government
fora Democrat vs Republican ’

. Get the students to understand the flow and have the students practice drawing this

circular flow chart.
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Handout 1-8-1
Earning a Living

Overview .

Individuals function both as consumers and pro-
ducers. In the U.S. economy, consumers use dollars to
buy the goods and services that business firms
produce. The markets in which these exchanges take
place are known as product markets, The local
grocery store is one example of a product market. Can
you think of others?

Individuals also function as producers by supplying
productive resources to businesses, which use these
resources to produce goods and services. The markets
in which these exchanges take place are known as
factor markets (or resource markets). Exarples of
factor markets are the hiring of workers by a business
firm, as well as the savings individuals place in a bank
or in bonds, common stocks, ete,, that are loaned to or
invested in a business firm. Payment for savings
(including bonds) loaned to others is called interest;
earnings paid to the owners of common stocks are
called dividends.

There are three categories of productive resources
used to produce goods and services, They are human
resources, natural resources, and capital goods.

Human resources are the people that are available
for work and the ability, quality, and motivation of
these individuals. The quality of human resources
reflects the health of people and their past efforts to
improve their skills, knowledge, and motivation
through education and training. Businesses pay wages
and salaries to households —actually, to the individu-
als in those households who hold jobs — for the use of
labor resources. Approximately. 75 percent of all
income earned in the U.S, economy represents labor
income. .

The ability of some people to organize econoric
activity by taking the risks associated with starting a
business or introducing a good or service into the
marketplace in the hope of earning a profit is given a
special name, entrepreneurship. In our economy the
owners of business firms are the entrepreneurs. If a
business firm is successful in selling its product for

" more than it costs to produce it, then the business earns
a profit. If it is unsuccessful, it will incur a loss, Profits
represent the return to business for risk-taking, motiva-
tlon, efficiency, or some type of monopoly power
—perhaps for all of the foregoing,

In order to earn profits, businesses must sell
products that households want to buy. If a business
firm doesn't produce what households want to buy or if
it doesn't keep its production costs down enough to

compete with other producers, it will incur losses. A
firm will eventually go bankrupt if its losses continue
long enough.

Natural resources are the gifts of nature. They
include land, timber, water, fish, oil and minera]
deposits, the fertility of the soil, and climatic condi-
tions. Some natural resources, such as timber, are
renewable, and others, such as oil, are not.

Capital goods are the manufactured or constructed

. means with which production is carried on. They

include buildings, machinery, and equipment used by
business in the production process. When such iterns
are not owned by the business that uses them, the users
pay the owner a fee for the right to such use.
(Incidentally, in everyday spéech people commonly
refer to money as capital, but in economics the terms
“capital” or “capital goods” refer to the buildings,
machines, etc. that produce goods or services,)

Instructions for the Earning a Living Game

In this game you will play the role of a household or
abusiness. Read carefully about the function of each in
the game. Your teacher will assign you your role.

Households: Your function is to sell to business the
human resources, natural resources, and capital goods
it must have to produce a product.! You should use the
income you earn from selling these resources to buy
from business the goods and services your household |
requires. These goods and services are called ECONOS
in this game. You can satisfy all your household needs
and desires by purchasing ECONOS, which are the
products produced by business in the Earning o
Living game. Your success as a household will be
measured according to how many ECONOS you are
able to accumulate during the game. You have been
given 15 Resources cards, In order to buy ECONOS, you
must sell your resources to businesses and then use the
income you make to acquire ECONOS, Do not hoard
your resources because only the vahie of ECONOS will
count at the end of the gare.

Business Firms: Your function is to supply to
households the goods and services they desire, and to
earn a profit in the process. In this game the only
products households want to buy are ECONOS. In
order to make one ECONO, you must act as an
entrepreneur and acquire one unit of human resources,
one unit of natural resources, and one unit of capital
goods. Your firm must buy these resources from
households at the best price you can negotiate. Once
you have accumulated one wnit of each, you may turn

! Corporations are also owners of natural resources and capital goods, but the owners of & corporation —that is,
its stockholders — are families and individuals or their representatives,
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them in at the class factory, which will produce one
.ECONO for you. You are then free to sell the ECONO to
any household for the best price you can negotiate, In
order to earn a profit, you must sell the ECONO for
more than your costs of production, which in this game
in¢lude the wages and salaries paid labor and the rent
and interest paid for the use of natural resources and
capital goods. You can then use the money you receive
from the sale to acquire additional resources in order to
produce more ECONOS. You will receive $1,000 to start
the game. Your business success will be measured
according to how many dollars of profit you are able to
eamn during the game. Plan to have all your products
sold by the end of the game. If you run out of money
completely and have no ECONOS to sell, you must

shout “bankrupt,” return to your seat, and quit the
game. v

A Word about Pricing: Only $100 bills are used in
this game. It is possible to arrive at prices other than
$100, $200, $300, etc,, for resources and ECONOS by
combining several items in a single transaction. For
instance, two Resources cards could be sold for $300,
which is the equivalent of $150 eackh; five cards could
be sold for $300, which is the equivalent of $60 each.
However, you must agree on a price for which dn
exchange can take place using the money in the ‘game.
A suggested price range for Resources cards would be
in the $50 to $300 range, although any other price that
the buyer and seller can agree on is acceptable.
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