The circulation of economic activity

Topic: The circulation of economic activity.

Introduction: This task is used after being acquainted with the model of economic circulation. The circulation of economic activity is a simplified model of the main economic relations in a market economy. Due to this model, students can be explained how private households, business enterprises and government influence each other through exchanging goods, services, manufacturing resources and money. The task is up for grades 9 and 10.
Lesson plan was created by teacher Reda Valiukiene, Siauliai Vocational Education and Training Centre Department of Everyday Services (Lithuania).
Aim: to analyze economic relations between households and enterprises in market economy. To illustrate economic relations between households, business enterprises and government while using the diagram of economic circulation
Methods: Direct explanation, individual work, conversation.

Predictable result: Going through the task students will understand better the model of economic circulation, the relations of the model’s members and revise manufacturing resources.
Necessary resources: 
Economic activity circulation scheme (each pupil gets one). Annex 1
The role of government in the model of economic circulation (each pupil gets one). Annex 2
Course:

1. Pupils are explained that there are plenty of ways to bear part in economy. People make decisions as users while purchasing goods or services. They are, also, producers when delivering human, natural resources and savings in order to invest into the good and service manufacturing.
2. Task I is handed out to the pupils. They have to insert suitable words.

3. Discussing the results and handing out task II.
4. Pupils are filling in task I and drawing the role of government.
5. Conversation about results and comparison of student works.
Evaluation. Pupils are assessed individually. It is possible to give additional questions considering the model of economic circulation and the role of Lithuanian government in economy.
                                                                                                                       Annex 1

THE SCHEME OF ECONOMIC ACTIVITY CIRCULATION 

Name, Surname_________________________________________________

        Households provide natural, human resources and a disposable capital to business enterprises in exchange for monetary gains – wages, rent, and interest. These monetary gains are used to obtain manufactured goods and services from enterprises. Business enterprises use their earnings to buy resources for good and service manufacturing from the households. Manufacturing resources, goods, services, monetary gains are circulating according such scheme.

In the circulation scheme below, lines with arrows show the payment and product direction between households and enterprises. Outer lines show the movement of manufactured goods and manufacturing resources. Inner lines show the movement of income and monetary payment. Name each line or an empty box in order to complete economic model. (To make it easier one line, showing finite good and service movement, is already marked).
Finite goods, services
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Annex 2
THE ROLE OF GOVERNMENT IN THE ECONOMIC CYCLE
   Broaden the circulation scheme involving government. Households sell both to government and enterprises a part of its manufacturing resources. Enterprises sell to government and households a part of its manufactured goods and services. In spite of collecting money (taxes) from businessmen and households government, also, make payments for both those groups. Fill in the empty spaces below with the possible flows.
From households to Government:

      1. ___________________________________________________________________________

      2. __________________________________________________________________________

From enterprises to Government:

1. __________________________________________________________________________

2. __________________________________________________________________________

From Government to households:

1. __________________________________________________________________________  

2. __________________________________________________________________________

From Government to enterprises:

1. __________________________________________________________________________

      2.   __________________________________________________________________________                                   
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