INFLATION: PRICES GO UP

Goal:  This lesson introduces students to one cause of inflation.  Simply put, the auction in this lesson demonstrates that when we have too many dollars chasing too few goods, the result is an increase in the price level..  We see inflation in Virginia History during the Civil War and Reconstruction as too many Confederate dollars were printed.   

Teaching Activity: Auction and class discussion

Materials:  

· Prepare ziplock bags filled with plastic chips for each student.  Each bag should contain a random amount of chips of four different colors.  Do not put the same number of chips in each bag. Vary the colors.  Make sure each bag is different.  An alternative would be to have the students pick 4 chips but can not have more than 2 chips of the same color.

· 8 items to auction, 2 of each kind.  For example: if you use candy – 2 Snickers, 2 Peanut M&Ms, 2 Twix and 2 Kit Kats.  You do not have to use candy, anything your class finds desirable will work: stickers, homework passes, special pencils, etc...

· Overhead transparencies, pen

Procedure:

1. Introduce the lesson with a brief discussion.  Ask:

· Do you have all the money you want?

· Why doesn’t the government just print more money so people can get what they want?

2. Distribute a ziplock bag of chips to each student or have the students pick their four chips.

3. Announce that you are going to be selling snacks to the highest bidder.  You will use the chips I just gave you as money.  You CANNOT pool your chips.  This is an individual activity.

4. On an overhead, assign and display a price value to each color plastic chip.  

For example: green = 25 ¢    yellow = 10 ¢    red = 50 ¢   blue = $1.00  orange = 5 ¢

Have the students add up the amount of money they have in their bags.

Some students will have more than others will.

5. Begin the auction of the 4 snacks, recording the price paid for each snack on the board or an overhead.

6. Debrief the students.  What happened?  How did they feel?  How would they change the activity? Direct the discussion so that you get the answer/comment that it would be better if they had more chips (meaning more money).  Now you can proceed to step #7 and distribute more chips.

7. Randomly distribute more chips to each student.   Have the students add up their chips again to see how much money they now have.   As an alternative, change the values of the chips. Assign them different prices.

8. Begin the auction again, recording the new price next to the results of the first auction.

9. The price students are willing to pay in the second round will be higher than the price in the first round.  Ask:

· Why do you think the price for the same snack increased in the second auction?

10. Explain to the class that the value of money depends on how much in goods and services the money can buy.  Increasing the supply of money without increasing the amount of goods and service simply makes the prices go up.  The increase in price is called inflation.  If, for example, the government just decided to print money and use it to pay its bills, the result would be worthless money.
*Adapted from Economics for Kids: Ideas for Teaching in the Elementary Grades
