Prices influence
Topic: How do changing prices influence our behavior?

Introduction: The task could be suitable: this task could be done after getting acquainted with the economic theory of supply and demand variations, elasticity, budget types, also, about the types of income and expenditure. The task is up for the senior pupils.
Lesson plan was created by teacher Reda Valiukiene,  Siauliai Vocational Education and Training Centre Department of Everyday Services (Lithuania).
Aim: to clear consumer behavior in connection with changing prices.

Methods: Direct explanation, work in groups, conversation.

Predictable result: Going through the task students will realize the importance of expenditure planning and saving, also, understand that the different product qualities (real and perceived) make influence on human reaction towards changing prices. They will name two qualities due to which consumer demand becomes less elastic.
Necessary resources: Budget making sheet to each group.

                                  Advertisements from newspapers, catalogues.  

                                  Changing prices sheet to each group.

Course:

1. Reminding the theory of elasticity, low and balanced budget, also, possible income and expense types.  

2. Pupils are splitted into the groups of 4-6 children. Each group is informed that from now on they are going to be independent, self-supporting and own a dog. Each group will have to rent a flat. They will get the small amount of income - 2000 litas per month. They will have to make their own budget in order to survive.
3. Budget making sheets are handed out. They have to contain information about certain expenses, for instance, expenses for food, accommodation, transport, clothes, personal expenses, pastime, pets…
4. Advertisements from newspapers and catalogues are handed out for students to get more information considering the present product prices and possibility to obtain them.
5. Groups are reminded that they get 2000 litas per month. That is an unvarying condition as long as everybody has a job. Certain teacher’s fixed expenses (rent) have to be included into the budget.
6. After finishing the first month’s budget each group is allowed to make a presentation to the classmates. There should be discussed assumptions which influenced their choices. E.g., did the group imagine themselves dwelling far from their parents, being older etc. Teacher guides the class and helps them to reveal the differences and similarities of budget groups.
7. In order to investigate how each group is able to adapt to the new circumstances teacher has to call for the second month’s budget. This budget has to be made taking into account the new circumstances which are handled separately or shown for the whole class:
A. Electric energy rise by up to 10%.
B. Heating prices fall by 5%.
C. Petrol and bus ticket prices get up by 75%.
D. Basic food product prices take a jump by 15%.
E. Clothing prices remain the same.
F. Pet food prices doubled.
G. Phone call prices drop another 3%.
H. Theatre, concert, sport events ticket prices tripled.
I. Accommodation rent remains the same.

8. After making the second month’s budget students make presentations. It is important to discuss how the groups adapted to changing prices. It is necessary to sort out the groups of goods and services and, also, expenses that either changed greatly or didn’t change at all depending on varying prices. A new budget is disputed.
A. Are there any goods or services the amount of which didn’t change in spite of the increase in prices? (It is likely that groups won’t reduce expenses for the goods that are considered to be of the greatest importance, for instance, petrol, bus tickets, heating and electricity).
B. In what category of goods and services did your spending change most? (Category, perceived by the group, as having most replacements).
Evaluation. Summarizing of the whole material and providing following information: the bond between the price and demand changes is defined by demand elasticity. Demand is very elastic when product has many replacements. On the other hand, demand is inelastic when product has almost no replacements. There is made a conversation about the benefits of making a budget in our lives, differences between the low and balanced budget, use of a personal or family budget.
