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This resource unit for use in Grade Nine is designed

to develop specific generalizations about the American market
economy. The core of activities centers around a series of economic
simulation games. The concepts and generalizations which are
introduced in this unit are expanded upon and developed more
thoroughly in later units in this curriculum plan. Objectives which
outline the desired concepts, generalizations, skills, and attitudes
to be attained in the study are given and suggested teaching
Frocedures are detailed. Information sources for use with the unit
are noted. Three simulation games which focus on the competitive
market and wage bargaining between farmers and laborers are included.
Related documents are: SO 005 451 through SO 005 453 and SO 005 455
through S0 005 457. (SHM)
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INTRODUCT ION _,

Whereas Unit One was designed as an cverview for a year's.stuly of
ceconomics, Unit Two is designed to develov specific generalizetions about
the American merket economy. The core of activities for Unit Two centers
around o series of cconomic similotion gomes. By using the discussion
following the playing of cach geme, the teacher should be able to
develop an understanding of the characteristics of the Americen economic
system.

Teachers should note that there is no outline of content for
Unit IT. The simulation gemes can be uscd to teach so many concepts
and generalizaticns, that it is almost impossible to develop @
logicel ocutline of content, part of which will be developed by one
set of activities, part by another. Teachers should pay careful
attention to the concepts and generalizations toward which each
activity is directed. These are listed opposite the activity in
column one. All of the objectives are grouped together at the
beginning of the unit.

- This unit is relaetively short. The teacher should realize thet -
th» concepts and generalizations introduced in this unit are expanded
upcn and developed far more theroughly in later units in conneetion
with specific topies. For example, the cencepts roleted to demand,
supply, morket, . price, profit, competion, and production are
cmphasized in cocmmecticn with the farm problem in Unit Three.

Meny of them are also taught in the unit on the Auto Inmdustry. In
one sense, therefore, this unit, like Unit One, serves as an
vverview of ideas to be taught in much more depth in loter units.
Teachers have found that pupils return over and over again through-
cut the year to the ideas they gained from playing the simulation
FOmes .
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c¢. Many people save part of -their income by
putting it in banks which lend the money
to business-~which in turn pays interest
and eventually repays the loan.

Certain basic economic guestions related to
allocation are resolved in some fashion in

every socicty, although perhaps in no other

way than by tradition. These questions are:

ﬁ%y What and how much of each good and service
shall be produced? ﬁmg How shall these goods and
services be produced? (3) How shall these goods
and services be distributed among the population.

In a private enterprise system, it is the market
which permits buyers and sellers to deal with one
another,vwhicl translates demand and supply into

a price system, and which is chiefly responsible
for the way in which the basic economic questions
are worked out. The market serves to determine
largely what shall be produced, how much shall be
produced, and who shall get what part of the pro-
duction. However, govermment pclicies and factors
which interfere with perfect competition also affect
the allocation of resources.

a. The market is the chief allocating device for
scarce productive resources. It determines
largely how thingz shall be produced, and who
shall get what part of the production.

b. Competition among producers determines how
things will be produced in a private enterprise
-conomy, since each producer will try to arrive
at the most efficient use of productive resources
in order to compete with others and make the
greatest - ofits possible.

Mg

1) Competition exists where there are a number
of gellers of a product or service and no
gingle seller can dominate or comtrol the
market price.

2) In a competitive system, many of the pro-
ducers and consumers do not have a perfect
knowledge of prices and guality of goods
and methods used by others to produce goodsj
consequently, the market system does not .
always work out in practice as described in
theory.

Competition does not always lead to lower
prices; it may actually lead to monopclistic
practices and higher prices.

3)

L) Wage contracts and minimum wage laws make
it difficult-to adjust wage rates to ,
changes in the supply and demand for labor.

5) Collective bargaining by labor unions may
help restore competition at times, or-it

may hurt competition.

6. Prices are affected by changes in supply and
demand and price changes affect supply and demand.

a. Other things being equal, the price of a good °
rises when the good is in short supply as A
compared to the demand for the good and falls
when the supply of the good is larger than
the demand at the existing price.

b. Other things being equal, the Ha$mﬁvﬁ3m price,
the greater the demand usuwally is; the higher -
the price, the less the demand usually is. _
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sources to loecate information.

Gathers information effectively.

a. Uses & wvarieby of souwrces of information.
b. Interprets tables, graphs, and charts.

c. Gains information Ly studying pictures, films,
realia and things seen arcund him.

d. Gains informetion through interviews and field
Trips.

Organizes and analyzcs information and draws con=-
clusions.

a. Uses models to make sense out of complex Jdata.

. Checks back over reasoning againgt basic princi-

ples of logic and looks for inconsistencies,
limitations of data, and irrelevancies.

ATTITUDES

1. Is curious about social data.

2. Is sceptical of "conventional truths” and demands
that widely-held and popular notions be judged in
accordance with standards of empirical validation.

O
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TEACHTNG PROCEDURES

Initiatory Activities

1. Prepare - or have a student prepare -- a bulletin board arcuonid the
theme "The American Ecoromy." Include in this display many
Pictures of products and services, conflict, poverty, taxation,
lwoaries, with as wide g diversity of examples as can be found.

2. In order for students to see what the American Cconomy is like,
give each student a magazine as appropriate to his reading level
as possible and hawve & 15 minute "browse" session. During this
time have pupils loock for as many examples as possible of
economic activity. In summary discussion have pupils explain
their findings.

Or show slides or piciures of economic activity in the United
States. Ask: What is the American economy like?

3. Have students write a brief paragraph encwering the questlcn,
"What Is The American Fconcmy?"

e S e

MATERTALS

Q
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k., Review from Unit 1:

a. The goals of the American economic system.
b. The basic economic questions facing the people in any
econcmic system. _

Have students set up hypotheses gbout how the four basic
questions are resolved in the American economiec system. Have
students write these down, Tell them thah they should creck
these hypotheses as the unit progresses.

O
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Ask students how they might wverify their description of the American
economy. List their methods and scurces of information. Ask: Where
might we find these sources of information? Teachers should start a
classroom library of economic materials such as almanacs, dictionaries,
pamphlets and magazines. adgmﬁ:mm the %mﬁ&wncpma uses of different
type references.) Students might help by bringing to class sources of,
information which could be added to the elsssroom library. Volunteers
might check the library card file for bocks an econcmics.

If an ecconowic understandings pretest has not elready been given, one
might be given at this time. The teacher may wish to use a modified
version of the "Stalnaker" Test or the teacher may wish to write a test
vhich he feels would better evaluate economic concepts which he has
established for this wmit. {lote areas of special weeskness and save
ﬁmmzwwc to compare with a similar ﬁgmai&mmﬁ given ot the end of the
unit

" Ask the class: If you were to explain the characteristics and inter-

relationships of the American economy to someone who had never been to
the United States, how might you &Q it? (Use a characteristic vhich has
been raised in class previously, i.e., profit,wages). Say: The
question I've just asked is quite difficult; let's start with an

casier one.

To get students thinking about the nature of explanations, ask =

menber of the class to explain why he isn't at home today. Get as
many explanstions as possible. Which is the "right"
reason? How Jdo you know it is "right?™ Might there be more than
one "right" explanation? How do we tell this?

Discuss: %What is a good explanation? How do we know when we have
explained something well?

Test of Economic Understandings-
Qgeﬁ% council on Economic Ed-

cation, published by Siria,
Emmm

l:riCh

A v 7ot Provided by ERIC
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8. Ask: Will an explaenation which is "correct" today always ve Haggard, Devils, Doctors,
correct? Can you think of explanations which were once Druzs aﬁm@muémaﬁw New York:
considered correct which have now proved to be incorrect. Pocket Books, 1929,

ﬁﬁ‘m_, earth center of universe, earth is flat.) WUhat was
wrong with these explanations?

You might use an excerpt from Devils, aénﬁcﬁm_ and ﬁwsﬁm.
This book contains many interesting examples of c changing
explanations in the field of medicine.

9. Go back to Activity 7 and ask again how pupils might -
explain certain economic characteristics of the American s _
economy. If they do not bring forth the idea of models,
ask them how they learned about certain geographic conepts.

They will probably mention globes and maps. Ask: Vhy are
these used? Through further discussion students should
realize that explaining the total economy couid be very
difficult and that to understand all of it we might Yook
at it through smaller parts and simpler relationships.

Tell the students that they will be using cconomic models
to.find out how the American economy answers the four basic
questions of: - What shall be produced? How much? How? and
for whom? -‘These economic models will be developed through
the pleying of economic games. These games will require
students to follow directions very carefully; otherwise, the
"models will be distorted end pupils will get & false picture
of our econony.

10. Review the idea of incentives as a characteristic of our
economic system. Conduct a discussion of incentives in the
American economy. Vhen students mention "money", ask: Uhat
use does woney ©ill? " Imajsi.ce ca ccondimy without i1Cney. .t

cre the incewtives now? (Pupils might mention food, shelter
and clothing)
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An alternative activity would be to have students write a briof
paragreph in reaction to the guestion: Why do people work?

Ask students to imagine the country of "Lower Slobbovia."
Suppose there is just one crop in this country -- wheat.

(You eet it, press it into bricks for homes and press it into
cloth for clothing.) What is your incentive for being &
wheat farmer?

Az an introduction to the economic games tell the students
that they are wheat farmers who live in Lower Slobbovia, and that
ezch of them raises 20 bushels of wheat on his farm. Say:
After the crop of 20 bushels of wheat comes in, you pay a
laborer 5 of those bushels for helping plant and harvest the
crop. How much do you have left? (15) For the time being,
call this "profit". Give pupils introductory exercises a,
b, and ¢. Spend only as much time on these exercises as
you think necessary. Differentiate between the warious
explanations of profit. Help students see that they are
using only one definition. .

13. If students understand the basic concept of maximizing incomes,

they are ready to begin game #1.

a. Have the students pair off and turn their desks to face
one another. In each pair, one will be the farmer, the
other the lsborer. {Let them choose). Before dis-
tributing the game materials, remind pupils that these
games are explanations of a sort. They will have to
follow directions carefully and observe what happens to
learn from them. Remind them that they will be reporting
the results of their game to the rest of the class in
a later discussion. )

O
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For each simulation game the teacher should have an intro-
duction for himself and a set of directions for farmers and
for laborers. For game #1 farmers should be given: (1) The
bargaining procedures for farmers, (2) A Production chart,

(3) A profit table. ILaborers should be given: (1) The
bargaining procedures %@ﬁ,wmﬁﬂﬁmﬁmg (2) A laborer's _
"preference” chart, (3) A ceries of guestions for the lsborer.

In order for the game to be played, the farmer must have s
completed profit table. This table may be compléséd by each
student-farmer or may be given to him by the teacher,

(Some students find it difficult to do the computations
quickly. We suggest that the teacher Drepare the caleula-
tions in ordér to facilitate the playing of the game. )

After the games and directions have been distributed, the
teacher should pause to have students read the directions
and to answer any student questions which may arise. Tell
the students that the farmer begins the game. Remind them.
that when laborers give farmers their offers, they do not
give wage rates but only hours for whatever wage rate the
farmer offers to them.

After the game has been played and agreements have been
reached, have the farmers and the)gpopers answer the
guestions given to them.

After the game, condu>t a discussion to synthesize the results.
What happened? (basic description). Did you two agree?

Where? How? How many agreed at this price? (A1l should -

if not, find out why not). Why? (i.e., Why did you agree

at this point?) ; :
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The teacher could show a transparency ol the farmer's pro-
duction chart and have farmers describswui; relatior
which they have been able to see.

The teacher might also project-a &amsmﬂmﬁmﬁﬁ%,gﬁ the
laborer's preference chart. Have laborers describe any
relationships which they see from the chart.

After discussing both the production chart and the laborer's
preference chart, raise questions as to why both farmers and
leborers acted as they did. What would hicppen if they
acted Aifferently?

1%. Ask the students to guess what would happen if they didn't have
to follow the rules exsctly as they were written. Then have
students replay the game. Tell them that they are free to reach
any possible agreement, given their production charts and wage
rates which must be from 10 - 15 bushels per hour.

o

Se -

.U L]

After the game has been replayed, ask them to describe what
heppened. Ask the farmers if they did better or worse. Why?
Ask the laborers the same questions; or, then ask: Can we
draw any conclusions from the geme?

Compare game onc us played by the rules. and when the rules are
modified. Ask: Were these games realistic? What do we mean
by realistic? Do any of the conclusions drawn from the game
help us to understand the American economy? Which ones?

Why?

O
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After discussing game #1, ask the students what game #2 might be
like. After pupils have made their guesses, introduce game #2,

a. In game #2 farmers receive directions, a profit teble and a
.production chart. Laborers receive g set of directions and
a laborer's preference chart. Again, farmers begin the game
and may use a precalculated profit table.

b. If game #2 is played correctly, there will be laborers who
will not be hired. Ask the laborers who were not hired:

Why weren't you hired? Also discuss: Was this game realistiec,

given what you know sbout the American economy? (Discuss
wage contracts and EHQHEEE wage lews end their effect on
employment., )

¢. Let the students replay the geme. Tell the laborers &wm&,&&m%.

can either bargain for themselves or cooperate with -one
another. Tell the farmers that. they are free to hire as many
laborers offering an 8-hour work day as is possible up to 12.
This means that farmers mugt calewlate profits and that they
will not be able to merely look at their previous pree-
calculated profit table, Note: Tell laborers to talk with
all farmers so as to get their best deal. Farmers may hire
only up to 12 laborers as their production charts give them
only +that much information. Farmers calculating profits must
take into consideration unequal wage costs if laborers are
hired for different wage offers.

O
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After game #2 has been replayed, discuss the resulting agreements.
Ask: Did any student. do betfer? Did any student do worse? WVere
any of you able to cooperate? Why? Why not? Farmers, were you
able to hire your maximum of twelve, 8-hour days of labor?  Why?
Why not? v v

Ask the students if the replayed game was realistic. Why or Why not?
Ask the students what they think game #3 might be like. Introduce

0 :
game jF3. ) A

In gdme %@.ﬁﬁ@%m,mum 2 farmers and one laborer.  The farmers
compete with each other for labor. These farmers have unequal
production charts and profit tables. In a sense, you have
unequal competition. The lasborer has only a set of @@H@m&ﬁwsﬁ
procedures. Each farmer has a set of bargaining procedures

along with a page containing both his production chart and profit
table. As the game is played farmers should not talk with one
another or collusion would oceur.

After geme #3 has been played, ask students to éxplain their
agreements. Ask: Did all of you reach satisfactory agreements?
Why or Why not? .

O
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c. Replay game #3. Tell farmers that they can cooperate. if they
wish. Tell laborers that they too may cooperate. (This
‘cooperation can lead to collusion on the part of farmers and
union organization by laborers.) :

de." After the game ask students to explain what happened., Did
. any farmers cooperate? Why? Is this realistie? Why?
Were any laborers eble to cooperate? Why? Did farmers gein
through cooperation? Did laborers gain by -cooperation?
Cén we draw any conclusions from these results?

17. After the students have finished playing the games, ask: Diad
the games help explain characteristics of the Ameriean economy?
You might 1list the ideas or relationships which pupils believe
the games developed. : .

IC
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18.

After listing these, ask pupils vwhat was left out of the games.
Perhaps you could put a simple flow chart on the board. This
flowr chart would include the Pfarmer and one laborer. You
might draw arrows to indicate that the farmer produced wheat
and used labor to produce it. You might show the laborer
Ziving his labor and receiving wheat for his lsbor.

Upon showing these over-simplified relationships, ask: Is
this chart complete? Uhat is left out? You may have to be
more specific in your gquestioning. ﬁp.@;g l. ¥VWould we accept
vheat as payment for our services? 2. Is Jabor the only
factor needed in production® 3. Is profit just production
minus labor costs? 4. Does govermment have anything to

say about production?) The students should see that a)though
certain characteristics of our market economy are develoved
through these games, others are not. (The extent to vhich
other economic concepts and seneralizations are to be
developed will depend on the objectives established for

this unit by a2 specific teacher.)

A teacher may at this point develop the concepts and re-
lationships concerning money by using & series of activities
ansvering such questions as: 1. What is money? 2. Uhat
Tunctions does it serve? 3. Uhat gives money its value?

4, ‘here does money come from? 5. What functions do banks
and other financial institutions serve in our economy?

6. Vho controls the banks and other finaneial institutions?
T- How is the supply of money controlled so that enough

O
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exists to purchase the goods and services produced in our economy?

-2l .

(Obvicusly many more questions could be raised concerning money
and banking, and the teacher could expand or contract these
questions to the extent thot time and objectives were limited.
VWhat is done should depend in part upon whether pupils have
studied the Center's bth grade course.) Some activities whieh
e teacher could use to develop concepts and generalizations
about money might be to:

-

Ask each student to write a definition of money. These
definitions could be read aloud and put oz the chalk board
by the teacher or a class seeretary. Have the class
compaxe these definitions and see if a composite Cefinition
can be reached which would approximate an economist's
definition of money.

Ask: Suppose all of the money in the country should
mysteriously be destroyed or disintegrate over nisht.
Yould the U.S. suddenly be a poor country? Why or
Why not? If money isn't what makes us wealthy, why do
we use it?

If the students in the previous discussion didn't bring
up the functions of money, ask them now to describe how
money 1s used. If they are unsble to see the multiple
Tunctions of money, they could read pages 309 -~ 318 in
Cur Arerican Economy.

Or have students draw up a list of pgoods and services
which they or their femilies might purchase. After
each sood or service, have students indiecate how they
or their families would pay for it. The discussion
following this brief exercise should help students
understand that coins, bills, checks and credit might

Lindholun and Driscoll, Qur
American Economy, H. Y.
Harcourt Brace and Co., 1959,

O
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all be used. Items should be chosen for this exercise which
would lead students to see that although many small purchases
are made using coins & folding money, larger purchases require
credit and monthly payments =- usually made by check.

After students recognize thet most majur purchasss in our society

are paid Tor arough checks, ask: Will moss persons accepl
checks for the purchase of goods and services? Which kinds
of checks are most acceptable? Yhy is this so?

Ask: ihy isn't "Monopoly” money acceptable for the purchase
of goods and servieces? Could "Monopoly" monzy ever be
acceptable? _

Have students compare the differences between U.8. currency,
play wuoney, credit cards, and checlks.

In order to confirm the fact that- the vast.bulk of +he
family's and nation's business is done through checks,

hawve students read pages 16 to 19 in Money: Master or Servant?

ATfter students see that most purchases of goods znd sevrvices
are paid for through checks drawm on commerc:ol barks, ask:
Yhere do barks get their money? Who runs the banks? Ie
students are unable to answer these questionc, interested
students might interview bank officials. The questions

for this interview could be dravn up by each class.

Or have the class take o field trip to a local bank. The
field trip should help students see the role commercial
banks play in our economy and how commercial banks differ from
savings and loan associations, small loan compenies, and
investment firms. .

The Federal Reserve Pamphlet:
Mcney: Master or Servant?
May, 1955. Availgble from
nearest Federal Reserve Bank.

IC
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HMany banks have written materials which are available in
classroom quantities. They spell out the functions and
characteristics of commercial banks. The Northwestern

Hational wmgﬁ;aﬁ,gﬁsamﬁﬁcPwm publishes such materials.

Interested students might interview investment ﬁﬁﬁgm in
the local area. These firms frequently have written
materials which could be brought back for general class
LS & ,

The reading, interviews, or field trips should help the
class understand that although banks are private
institutions, they are partially controlled in their
operations by laws which were passed to safeguard the
public.

The Federal Reserwve System has movies which, although waamn

vhat dated, can be used to show the relation between commer-

cial banks and the Federal Reserve System. Reading
materials can also be secured from district Federal
Reserwve bhanks.

llote: e have purposely excluded any activities on how
commercial banks "create" inoney or on how the Federal
Regerve System can expand or contract the money supply.
These ideas are difficult; moreover, they are dealt
with in the last unit of the tenth grade course.
Teachers who feel that their students are able to
handle these ideas, should feel free to develop
activities which go beyond the unit's suggestions.

gaum%i Credit end Banking--'

HMoney Talls, from Paul S.
fmidon Associates, Mpls.

oo
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Another series of questions could be raised and activities
Geveloped on the role of govermment in the economy. However,
teachers should note that some of these relationships are
developed in the units on the farm problem, auto industry,
and poverty and thus could be left to the later units.
Further ideas about the role of the government are taught

in the tenth pgrade.

Review the concepts and generalizations of the unit. For
example, you might breek the class into groups of 5 or 6
students. Ask each group to sumarize the ideas which

they believe have been developed in the unit and to
indicate what ideas are still vague in their minds. The
teacher could ask each group to report their conclusions and
questions. Then clarify misconceptions or gaps in a

general class discussion. -

Administer a unit test.

O
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. Game #i; ONE FARMER, JiT2 L/320RER

Introductio;n
by
Douglas Niarvy

In game #1 a simplified version of a corapetitive market is intro-
duced to the student, The game focuses entirely on one market
(the market for labor services) in which one supplier (the labor-
er) and one demander (the farmer) participate.

This introduction is meant to provide the reader with an overall
view of the game in operation. Since, by construction, the
game is a set of disjointer! instrictiong for the participants to fol-
low, familiarity with how the disjointedness interacts to result
in a "playab le" game is helpful. As an aid in linking general
knowledge of the game's operation with a more detailed study of
the various rules and charts that comprise the game, paren-
thetical comments referring to the components of the game are
added, where needed, throughout the remainder of this intro-
duction, ~

The laborer and the farmer each comes the market with bic .
own information and nis own rules of behavior, The laborer
comes to the market knowing for any amount of wheat offered

LM per hour, how many hours he would like to work (This infor-
mation is given to him in the "laborer's preference chart.) It
is assumed that the more wheat per hour offered the laborer the
more he will want to work, The farrier comes to the market
knowing how much wheat his land cai produce for any given
amount of hours spent working on the land (i, e, he knows what
is technologically possible-~this information is given him in
the "production chart"), - ’

The farmer is told to suggest a wage rate (farmer's rule 1)--
and the game begins, The farmer and laborer react to the sug-
gested wage rate by revealing to each other the number of hours
they demand and offer for employment respectively (the labor-
er by consulting his preference chart per his rule 2, and the
farmer by using his production chart and profit table per his
rules 3 and 4),

The price mechanism then operates to balance the desires of
the farmer and laborer.

1. If the farmer demands more labor than the laborer foerrsr
to supply the farmer raises the wage raie (farmer's rule
6b). As a result of the higher wage rate the farmer de-




-9-
Game #1
mands less labor and the laborer offers to supply more
labor, ,

2, If the farmer demands less labor than the laborer offers
to supply, the laborer lowers the wige rate (laborer's
rule 4c). As a result of the lover wage rate the farmer
demands more labor and the laborer offers to supply
less labor,

The wage rate is lowered or reduced accordingly until the
farmer's demand equals the laborer's offer (farmer's rule 6a
and laborer's rule 4a),

The game is over and the laborer may go to work, The "economy"
is in equilibrium with a mutually acceptable price having been
argued upon and with no tendency for this price to change,



Econ. Game #1

""The Bargaining Procedures for Farmers"

You begin the game by offering to the laborer a wage rate
of 10 or more but not more than i5. (You may offer 10,

11, 12, 18, i or 15 bushels of vhost mer hour.)

The laborer will tell you how many hours he will work for
you at that rate,

In order for you to determine whether or not his offer at
your wage rate is best for you, you must consult your
profit table, In your profit table, fill in the one column
for the wage rate you offered using the enclosed production
chart, (In other words, if you offered 10 bushels fill in the
entire column under ""10" with profit you would get at each
hour. The teacher may have already done these calcula-
tions for you, )

Look up and dovm your column, Finc the most profitable

number of hours of labor you could employ at the proposec

wage rate, This is your demand (i.e. "I want you to work
_hours, "),

Compare your demand with the number of hours of labor
offered you by the-laborer. (Remember you first offered
him a wage, He told you how many hours he would work
for that wage, You next looked ot the # of hours which
would be best for you, )

a. If his offer equals your demand, hire the laborer for
this amount of hours at the wage rate you mentioned.

b, If his offer is for fewer hours than your demand, attempt
to get more work offered you by proposing a wage rate
one bushel per hour higher than your previous offer,
Then go into another round of bargaining,

¢. If his offer is for more hours than your demand, consult
your profit table. Ask yourself if you would be better
off having him work fewer hours, If 50, offer him a wage
rate one bushel lower and begin another round of bargain-
ing.



Game #1

PROFIT T/BLE

NUMBER OF HOURS L/ABORER 7. ORXS

0

1

2

¥/ AGE RATE

0 |1

12

15

(in bushels of
wheat per

13

13

hour)

14

11 |1

15
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Game #1 =

"FARMER'® TUET Y5 AND 200DUCTION CHART

NUMBER OF HCURU BUSHELS 2T W HEAT PRODUCED
0 0

1 20

10 1%

11 ’ ERNY

Questions:

1. Vihat seems to be true concerning the 4 of hours of lahor
hired and the 7 of bushels of wheat produced?  Vihy ?

2. V/hat seems to be true concerning your production, your
profit and your wages paid to laborers? Vihy ?

i L



Game #1

[
L]

The Bargaining Procedures for Laborers

The farmer bégms the game, . nit {or the farmer to offer
you a wage,

After the farmer offers you a wage, give the farmer your
offer, (The number of hours you want to work ai his wage--
using the enclosed preference chart.) Look across from
the wage rate he offers you, You must give the number of
hours listed. (You are not allowed to bargain over wage
rates. The farmer tells you the wage rate, you tell him the
# of hours, given that wage rate, )

The farmer ill then tell you hovw imany hours he would like
you to work at that wage rate.

a. If the farmer's demand equals your offer, you will be
hired, ‘

b. If the farmer's demand is for more hours than your
offer, tell him no and await a aigher wage rate proposal.
Then go into another round. (i.e, return to 2.)

c. If the farmer's demand is for fewer hours than your
offer, then the farmer will have to make another offer.
V/ait for him to act,
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Game #1

{ | L/:BORER'S "PREFERENCE" CHART

WAGE RATE . ' HOURS laborer

(in bushels of wishes to work

wheat per hour) B
10 : 2
11 : ’ 3
12 | | 5
13 : 8
14 | 11

15 - | 1
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_ Game #1 . .
( SUESTIONS ¥O0 L./ 30RER
1. V’/hat does your chart say? %“/rite down here statements
which can be made about the numbers on your chart. _
(i, e. What trends do you see? ~’hat kind of behavior do
you as a laborer show here?)

2, What wage do you wish the farmer had offered? Why?
3. How would you explain why the laborer behaves this way ?

4. Does it make any difference in the game that the laborer
behaves in this way? Why or why not? .




- Introduction (For Teachers Cnly)

Game 2 present a hypothetical bargaining situation between one
farmer and many (11) laborers. The framework in which the
bargaining takes place is identical to that of the first game,
Each participant in the "economy" reacts to the suggested wage
rate by consulting his personal behavior rules, and the price
adjustment mechenism functions exactly as in game #1 to bal-
ance the cr flicting interests of the farmer and laborers.

The major change in game 2 (relative to game 1) is in the labor-
e rules of behavior, V/hen confronted with a wage rate,an in-
dividual laborer no longer decides how many hours he would

like to work. - The laborer's choice is now simply a yes or no
choice-~-does he or does he not want to work an eight-hour day
at the suggesied wage rate, /fssuming that the laborers have
different preferences (i. e,  will enter the labor market at differ-
ent wage rates), the game then shows that the phenomenon of
more laborers entering the labor market as the wage rate rises
reacts logically with the price adjustment mechanism in the
same manner as if a single laborer were offering more hours
for employment as the wage rate rose, The wage rate is accord-
ingly changed from bushels of wheat per hour to bushels of
wheat per eight-hour day. And the farmerb production chart
now relates bushels of wheat produced per eight-hour day
worked on his land rather than (as in game 1) bushels of wheat
produced per hour worked. : '

-The other significant change relative to game 1 is the way in
which the wage rate is adjusted dovmward.Recall that the game
requires a fall in the wage rate when the amount of labor offered
-exceeds the amount of labor demanded by the farmer. The
-hiring process can be thought of as toling place on a first-come-
first-serve basis, If more laborerc desire to work at the sug-
gested wage rate than the farmer wants to hire, the farmer
hires whomever comes first. If a laborer wanted to work, didn't
get-hired and also will work for one bushel of wheat less per
day, he suggests a lower wage rate (laborer’s rule 3b).
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#2

The Bargaining Procédures for Laborerg )

1, The farmer again begins the game--await farmer's wage
rate proposal,

2.  Use the enclosed preference chart,

.

b.

If the chart says that you wish to work at the proposed
wage rate, announce your offer to the farmer.

If the chart says that you do not wish te work at the pro-
posed wage rate, await a different proposal, -

If at the proposed wage rate you are hired, go to work
and await a new proposal, '

If you are not hired at the proposed wage rate, and if
your chart says you would like to work at this wage rate,
and if your chart says you are willing to work fer a wage
rate one bushel less than the proposed wage rate, and if
a proposal to lower the wage rate has not yet been made
(on this round) by someone else,then announce a wage
rate one bushel less than the proposed one.

at any time, a new wage rate is proposed, return to 2.




L5}

=g

Gane 12

Laborer #1's Freference Chart
Wage Rate Desire to work an
8=hour day

i0 Yes

11 Yes

12 Yes

13 Yes

14 - Yes

15 Yes

Laborer #3's Preference Chart
V/age Rate Desire to work an
8-hour day

10 No

11 Yes

12 Yes

13 -~ Yes

14 Yes

15 Yes

Laborer #5's Preference Chart
VWage Rate Desire to work an
8-hour day

10 No

11 No

12 ' Yes

13 Yes

14 Yes -

15 Yes

Laborer #7's Preference Chart
Wage Rate Desire to work an
. 8-hour day
10 No

11 No

12 No

13 . Ves

14 Yes

15 Yes

Laborer #9's Preference Chart
V’age Rate Desire to work an
: 8=hour day
10 1Mo
11 No
12 : No
13 No-
14 Yes
15 - Yes ..

Laborer #2°s Preference Chart
v/age Hate  Desire to work an
8-hour day

i9 Yes

i1 Yes

i2 Yes

13 Yes

il Yes

i5 Yes

Laborer #4's Preference Chart
V/age Rate Desire to work an
8-hour day

i0 No

i No

i2 Yes .

i3 Yes

14 Yes

15 Yes

Laborer #G's Preference Chart
Yage Jlate Desire to work an -
8-~hour day '
1 No

ii No

1 No

i3 Yes
Yes
15 Yes

Laborer #8's Preference Chart
Y/age Rate Desire to work an
' 8-hour day

i0 No

11 No

12 ‘ No
13 Yes

is Yes

i5 Yes

Laborer #10's Preference Chart
V/age Rate Desire to work an
_ 8-hour day
10 No -
11 No
i2 - No
- 13 No
14 , - Yes ‘
15 : Yes
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Game a4
: Laborer #11's Preference Chart
( ' V/age Rate Desire to work an
: 8-hour day ‘
10 No
11 Mo
12 No
13 No -
14 Yes
15 Ves




Game #2

1.

-5-
""The Bargaining Procedures for Farmers"

rFarmers, you begin the game by offering to the laborers a

- wage rate of 10, 11, 12, 13, 14, or 15 bushels of wheat for

one eight hour day's work.:

Receive offers from the laborers. Each laborer who desires
employment will tell you that he will work at this rate.

" Look up and down your profit column, and find the most

profitable number of laborers you could employ at the pro-
posed wage rate. This is your demand,

Compare your demand with the _nuﬁiber of labor units offered
you,

a. If the offers equal your demand, hire all labor offered:
you..

b.. If the offer from laborers is less than your demand for
labor, offer a wage rate one busiel higher than the pre-
vious wage rate,

c. If the offer is more than you demand, hire the amount
equal to your demand, and await a counter-proposal.
Then go into another round (i.e. return to 2),




Gane #2

PROFIT TARLE

Amount of Labor
(in 8=hour man days)

01 2 3 45 6 7 8 9 10 11 19

10 [0 {10 1o (27 (34 |40 |45% |50 [53% |56 [s71% |58 |57

WAGE 11 [0 |9 A7 |24 [30 |35 |30%
RATE —f L | | """ |
(inbush- 13 |0 | ¢ |15 |21 |26 |30 [33% |ac 38 |37%8 36 21
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. : Gane #2

Number of B=£1c:'uz* man days BUDIZELS OF VWWHTAT PRODUCHED
used
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Game #3

Introduction (For Teachers Only)

In game 3 the bargaining for labor services takes place between
one laborer and two farmers, (However, as games 1 and 2 to-
gether bring out, the laborer can now be thought of as 2 "repre-
sentative’ laborer who is bargaining for the entire labor force,
and whose hours of labor offered represent the number of labor- |
ers offering their labor at the suggested wage rates. )

In game 2, the introduction of more than one laborer required a
change in the rules of behavior whici zauzed the wage rate to be
adjusted downward., This was to be expected since in the down-
ward adjustment it is the laborers who are active and the farmer
merely plays the passive role of awaiting a new wage rate pro-
posal, Analogously, when more than one farmer participates in
‘the bargaining, it is the adjustment of the wage rate upward
where the most significant changes in the rules of the game take
Place. And, once again, an element of ''realism' results when
the additional participant enters the market, For-it is no longer
the wage rate; it is the farmer wiiw finds that there is no labor
to hire (and therefore he has zero profits) who raises it.

The additional complexity in the laborers rule 3 c. is necessary
because of the need for explicitly stating n procedure whereby
the laborer goes from one farmer to ancther with his offers.
And the time element in the farmers' rule 4, is necessary be-
cause conceivably one farmer may fire all the hours the laborer -
offers and the laborer will not even come to the other farmer
seeking additional employment, These changes cannot be classi-
fied as fundamental; they are incorporated in order to make the
game ''playable, "' and many other racthods could have been used "
for bringing about the actual confrontation of the farmers and
laborer in the market,
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Game #3

¢ Bargaining Procedures for Laborers

1. Await a wage rate proposal,
2. Give any farmer your offer  (fhe number of hours you want
to work ~t his wage-~using the attached preference chart).
Look across from the wage rate he offers you. You must

give the number of haurs listed. :

3. (a) If the farmer's demand is greater than your offer,
tell him no, await a new proposal.

~(b) If the iarmer s demand equals your Qﬁer ycu will
be hired, Await a new prnpa.;al

(c) If the farmer's demand is less than your offer, go to
work for the number of hours he demands, then pro-
ceed to the next farmer, At the pmp@sed wage rate,
offer this farmer the number of hours shown on your
preference chart less the nu;_mer of hours you are al-
ready working, - (In other word , if you want to work
"8'" and have been hired for "5" you now want to work

( : ' ""3" more hours in order to tatal ]

2. 'same as 2b

3. If the farmer's demand is less than your offer,
try to get more of your wori demanded by pro-
pasmg a wage-rate one bushel less than the pre-
‘vious proposal, -

4, IF AT ANY TIME A NEW V/ AGE sz' IS PROPOSED, RE-
TURN TO 2.
LABORER 'S PREFERENCE CHART

Wage Rate (In bushels of ~ Hours Laborer wishes
wheat per h@ur) - to work

10
11
12

: 13

( 14

| 1 15

My
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‘ ( Game #3

The Bargaining Procedures for Farmers

1. You or the other farmer begin the game by proposing a wage
rate of 10, 11, 12, 13, 14, or 15 bushels of wheat per hour,

2. Look up and down the column of your profit table at your pro-
posed rate, TFind the most profitable number of labor units
you could employ at this rate, Thig is your demand, An-
nounce your demand to the laborer (lne., tell him how many
hours you want him to work),

‘3. Receive offer from laborer of the number of hours he will
work, (If you receive no offer after one-half minute, con-
sider this an.offer of zero, ) :

[

. Compare your demand with the number of hours offered you,

(¥
w

a. If the offer 2quals your-demand, aire the laborer.

b, If the offer falls short of your demand, ﬁmp@se a Wé.gé
: rate one bu,shel higher than the previous proposal,

¢. If the offer is greater than your demand, try to hire the
laborer for the number of hours equal to your demand,
If he accepts, hire him and await new proposal, If he
does not accept, await a new proposal,

6. If at any time a new wage rate is proposed, return to 2,
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; Game #3
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Farmer #1

PRODUCTION CHART

Number of hours Bushels of wheat
used (man hours produced
ber day)

‘HGW‘W‘Q‘W‘EHLPHWMM‘HO

o

Number of Man Hours Used Per Day

012 3 4 5 6 7 8 9 1011

10| 0 |7 |13 [18% P3|26% |20 lole 31 |30 k8 ks
WAGE 110 6|11 15%2 J19|2172 (25 [23%2 [23 |21 |18 |12
RATE  — e L L L
(bushels 12 |0 |5 o {1272 [1516% [17 [i6%2 [15]12 | 8| 3
of wheat —}— -~ — N

per hour) 13 10 4| 7 9172 11 11%2' i1 31;2 7! 3|-21-8

14103l 5 6k |7 6% |5 2¥a| 16 [12]-10

15 (0 2|3 |37 3] 17 |-1 |-a% | 0 [15 2| -30
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Game #3

The Bargaining Procedures for Farmers

. You or the other farmer begin the pame by proposing a wage

rate of 10, 11, 12, 13, 14, or i5 bushels of wheat per hour,

Look up and dovm the column of your profit table at your pro-
posed wage rate, Find the most profitable number of labor

units you could employ at this rate, This is your demand,

- Announce your demand to the laborer (i, e. , tell him' how

6.

many nours you want to work),

. Receive offer of laborer. (If you receive no offer after one-

half minute, consider this an offer of zero,)

Compare your demand with the number of hotirs offered you.

a. If the offer equals your demand, hire the laborer,

b. If the offer falls short of your demand, propose a w—’agé
rate one bushel higher than the nrevious proposal,

c. If the offer is greater than your deinand, try to hire the
laborer for the number of hours equal to your demand.
If he accepts, hire him and await o new proposal,  If he
does not accept, await a new proposal,

If at any time a new wage rate iz proposed, return to 2,
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Game #3

Farmer {2
PRODUCTICON CHART
Number of hours  Bushels of wheat

used (man hours produced
per day)

20
39 -
57
74
90,
1054
120,
13312
146
157%
168

et i .
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PROFIT TABL
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Number of Man Hours Used Per Day

0 1 2 3 4 5
12

6 7 8 9 10 1
454 5¢| 52V 56| 57 | 58
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V/age . o o
18 21| 26| 30| 33}4 36 37% 38 37% | 36

Rate 127
(Bushels
of wheat 13 | | 1. . } , orl/ | oo
perhour) | ©| 7|1318| 22) 25 278 29| 29529 27, | 25
1 of 6| n| 5| 18] 20] 21 29 2|20 17 [ 1
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