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Economic Merry-Go-Round:

A Circular Flow of the Restaurant Industry
FOCUS: (Appetizer)

Overview:  In this activity, students learn about the flow of goods, services, productive resources, and money.  They learn that production and consumption are interdependent processes.  Students also learn that exchanges take place in different types of markets.  The included activity gives students the opportunity to interact with the new ideas introduced in this lesson.


Concepts:
product market, resource market, circular flow, firm,




industry, interdependence, revenue, salaries, wages, interest


Integrate:
Research and geography (through the Connect Activities)

PREPARE:
(Salad Course)

Materials:



Butcher paper



Magnets (if chalkboard is magnetized) or tape



1/2 sheet of drawing paper per student



Markers - one green, red, yellow, and blue for each pair of students



6 Activity Cards



Markets Transparency



Circular Flow Transparency and Handouts (one per student)



Transparency Markers



Blank Activity Cards (18 cards needed)


Construct:

1)
Have a sheet of butcher paper already displayed (behind the over-



head screen), with the word MARKETS printed across the top.


2)
Prepare Markets Transparency.


3)
Prepare Circular Flow Transparency.


4)
Prepare and cut out the Activity Cards.


5)
Designate pairs of students to work together on this lesson.

TEACH: (Entree)

Introduction:
Explain to students that today they will learn about markets and their role within the restaurant industry.


1)
Ask students to close their eyes and to picture a market.  Allow enough time for them to gather their thoughts and to develop a vision.


2)
Ask them to quietly share the vision with their neighbor.  Instruct the neighbor to draw their partner's vision with markers.  (As students complete this task raise the overhead screen to show a sheet of butcher paper with MARKETS written across the top in bold print.)


3)
Instruct students to attach their pictures to the butcher paper when indicated.  (Some examples you might expect are:  city market, grocery store, meat market, department store, gas station, auction, or bazaar.)


4)
As an explanation of the various markets the students illustrated, share the definition of a market with the class using the Markets Transparency.  Explain that a market exists when buyers and sellers interact.  This interaction determines market prices, thereby allocating scarce goods and services.  Markets are not always physical places.  Individuals participate in the labor market whenever they accept a job.  (After discussing the definition, see if students have any additions to the list.)  Encourage students to add to the list throughout the week as they think of other markets.


5)
Inform students that their pictures illustrate the fact that communities have a number of markets.  Some early cities developed as market centers.  People came from the farms to exchange or purchase goods.


Direct the students' attention to a specific industry -- the restaurant industry, which consists of a group of FIRMS that produce similar products.  A FIRM is an organization that employs resources to produce a good or service for profit and owns and operates one or more PLANTS.  For an example, suggest that one McDonald's restaurant is a PLANT and that several would be a FIRM.  The fast food INDUSTRY would include many PLANTS and FIRMS such as McDonald's, Sonic, Burger King, Wendy's, and their suppliers.  The restaurant INDUSTRY would include all types of restaurants and their suppliers.


6)
Introduce the Circular Flow Diagram using the provided transparency.  Explain that the diagram depicts the movement of productive resources, goods and services, and money between producers (sellers) and consumers (buyers).


7)
Money Flow:
Explain that you will first review the money flow.

a)
Starting with the household side of the diagram and going clockwise (on the inner circle), one can see that households spend their income in the restaurant market.  The payment for these goods and services becomes revenue to the individual restaurants.


b)
The restaurant owner then uses the money to pay the workers' wages and other expenses in the market for productive resources (located at the bottom of the circular flow).  This payment is part of the workers' income.  Workers also receive income from rent payments on land or interest payments on investments.


c)
Returning to the household side of the diagram, we can see that the wages households earn, by working, is what gives them the income needed to purchase goods and services.  The Circular Flow Diagram shows the interdependency, due to specialization, between businesses and households.  Individuals specialize in the type of work they do.  Businesses specialize in the goods or services produced.


8)
Have students trace the money flow with the green marker as they explain it to each other.  Ask a couple of students to come to the overhead and explain the money flow in their own words.


9)
Real Flow:
Direct students' attention to the outer circle.  Model how to read the diagram starting with the restaurant side and going counter clockwise.


a)
The restaurant owners sell their goods and services to the consumers through the restaurant market or product market (located at the top of the diagram).  The consumers, known as the customers, come to the restaurant to purchase goods and services.  How else could a customer receive goods and services from a restaurant?  (carry-out or delivery)


b)
The households sell their services through the market for productive resources, known as the resource market (located at the bottom of the diagram), to the local businesses.  What types of services would a restaurant purchase?  (management, chef, waiter, etc.)


c)
Have students trace the real flow with a blue marker as they discuss it.  This flow is known as the "real flow" because it shows the actual production, consumption, and exchange of goods and services.


d)
Invite two students to use the transparency to explain the real flow.


10)
Product Markets:
In the product market for the restaurant industry, consumers buy goods and services.  These markets include all types of restaurants, carry-out, prepared food in grocery stores, and delivery services.  Discuss specific goods and services consumed in this market and payment for them.  Fine dining may cost more because of the larger overhead costs due to the atmosphere and the service provided.  Consumers often pay more for the service of delivery.  Some steak houses encourage the customer to cook their own.  If the server cooks your steak, you pay a higher price for the service.  Have student pairs think of three goods and services they have consumed in the product market.  Draw a red circle around the product market.


11)
Resource Market:
In the resource market, productive resources are exchanged by the consumers and producers.  You will recall from the Pizza de Picasso activity that productive resources include land, labor, and capital (also known as natural resources, human resources, and capital goods).


a)
Households sell their human resources to the restaurants.  This means that they work as specialists (chefs, managers, waiters, accountants, researchers, or lawyers) within the industry.  The group of available workers is known as the labor market.


b)
In a market economy, individuals own property that can be rented or sold to restaurant businesses.  These transactions take place in a real estate market.


c)
Individuals can also choose to save or invest part of their income.  These savings become loans to a restaurant to buy or improve their equipment or plant (capital goods).  This type of transaction takes place in a financial institution such as a bank.  An individual can also choose to invest in a company directly by buying stock.  The stock gives the investor a small part of the ownership in the company.  The investor hopes to earn dividends or to share in the profits.  This type of transaction takes place in a financial market.


d)
Review real estate market, labor market, and financial market as components of the resource market on the circular flow diagram.  Have students draw a yellow circle around the Resource Market on the diagram.  Then have students give examples of buyers and sellers interacting in each of the specific markets.  Discuss family and friends who work in each market.  (Reminder:  A market does not have to occupy a physical space.)


12)
Have student pairs transform into cooperative learning groups (6 groups of four students) to identify the product market and labor market transactions for restaurants by attaching the Market Activity Card their group receives to the appropriate market on the Circular Flow Diagram drawn on the chalkboard.  Use the following examples to explain the activity:


Example 1:
Juanita finished her first week of work at the Sonic Drive-In.  She went to pick up her paycheck.  This transaction takes place in which market?  (resource)


Example 2:
Juanita went to the beach with her friends for the afternoon.  She purchased a hot dog from a food cart.  This transaction took place in which market?  (product)


13)
Have each group of students select a speaker.  Allow time for each team's speaker to explain why their card represents an interaction within the product or resource market.

Answers:
Card #1:
Resource Market



Card #2:
Resource Market



Card #3:
Product Market



Card #4:
Resource Market



Card #5:
Product Market



Card #6:
Resource Market


It is a purchase of a productive resource.  We chose to say the transaction occurs in the Resource Market.  This may be confusing, since this transaction occurs between two businesses while the Circular Flow Diagram reflects productive resources sold by households only.  It could be argued that the produce is a product and, therefore, the transaction is in the product market.  However, in the diagram we have defined the product market as a restaurant.


14)
Assessment:  Have each pair of students create an Activity Card, place it correctly on the Circular Flow Diagram, and explain why it fits within that market.

CONNECT: (Dessert)

Restaurateur Questions:


1)
Describe resources you purchase from a resource market (i.e., labor, equipment, plants).


2)
What goods and services do you sell to the product market?


3)
Is there a scarcity in any of these markets?

Language Arts:
Have students work together to write a book which describes and illustrates the various food markets in their local community or throughout the world.  When available, include actual advertising samples from local food markets.  Students could design special book jackets for their projects which include a short biography and photo of each author and illustrator.

Research Skills/Geography:
Have students use local yellow pages to identify the restaurants within the local community.  Identify their locations on a community map using different colored push pins to represent the various ethnic markets -- Italian, Mexican, Chinese, Asian, Greek, etc.


Analyze the map and discuss why the restaurants are located where they are.  Are there areas of the community that might benefit from more restaurants?  Check with City Hall for zoning restrictions and if any new business licenses have been requested.


Also look at the "clustering" of the restaurants by classifications such as fast food versus fine dining or various ethnic restaurants.  Analyze.

Science/Geography:
Create a food market museum.  Have students bring foods (preserved or fresh) from around the world to class.  Have students research to discover the country or continent of origin, where the item is produced currently, and which countries export the product.  Use an atlas to determine factors affecting the production, such as climate, soil type, and precipitation for each region.  Compare these geographic conditions and analyze their effect upon the products produced and exported from each country.  Prepare a card to accompany the product summarizing the data collected.  Using coordinated colored dots, indicate on a world map where food items are grown.  Include items such as spices, coffee, teas, corn, and potatoes.

Science/Entrepreneurship:
Entrepreneurs are responsible for bringing new items to the grocery shelf each week.  The items are used as inputs or productive resources by the restaurant industry and by home producers.  They add many new flavors or preservation techniques.  Research new food items and inventions by talking with friends, family members, or grocery store owners.  Create a "Science, Technology, & Entrepreneurship" museum in the classroom.  Display these innovations (or a drawing and description) with a card indicating the producer and any other relevant information about the product.  Have students work in groups of two to design advertisements for the new products to convince consumers to give it a try.  Go one step further and ask a grocer to display the ads.  Discuss ethics with the students and the importance of truthfulness in advertising.

Transparency
Markets


A market exists when buyers and sellers interact.  This interaction determines market prices and thereby allocates scarce goods and services.


Markets are not always physical places.  Individuals participate in the labor market whenever they accept a job.
Market Activity Cards


ACTIVITY CARD #1


After years of steady use, Pizza Hut's oven broke down.  The manager learned that it could not be repaired and quickly ordered a new oven.  Upon its arrival, the manager issued a check to the equipment supply company from which he had ordered the new oven.


ACTIVITY CARD #2


Mrs. McConchie, Manager of Squat & Gobble, gave Beth Mackey her weekly check.  Beth is one of the restaurant's hostesses.

ACTIVITY CARD #3


Mrs. Maxey took her family to Trader Vic's for a special dinner.


At the end of the meal she happily paid the check for the wonderful food


and service.

ACTIVITY CARD #4


Restaurant owner Ms. Alvarez looked at the date on her calendar and phoned the bookkeeper to be sure the mortgage payment had been mailed.

ACTIVITY CARD #5


Tippins Restaurant and Pie Pantry prepared a variety of pies for the school's Teacher Appreciation Week.  When the worker delivered them to the school, the secretary gave him a check as payment.

ACTIVITY CARD #6
Challenge:

Applebee's Restaurant receives an order of fresh produce from Pisciotta


Fruit and Vegetables, and turns the bill of lading in to the bookkeeper.


A check is then issued for the order received.

Circular Flow Diagram
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