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Using This
Program at
Home

Many ATARI® Learning Systems program
manuals were originally designed for use by
teachers in the classroom. The programs
themselves, however, are no less engaging and
instructive for “independent learners”—
children, students, and adults—working at
home.

Every manual includes a “Getting Started”
section that explains how to load the program
into your computer system quickly and

easily. Since many basic prompts and other
instructions are displayed right on your screen,
that’s all you’ll need to begin learning and
exploring with most ATARI Learning Systems
programs. But whether you’re a parent, a tutor,
or a home learner teaching yourself, it’s a good
idea to look through the teaching materials in
your manual. You're likely to find important
details on using the program, valuable
supplementary information on its subject
matter, and some creative ideas for getting the
most educational and entertainment value out
of your ATARI Learning Systems program.



Introduction

Graphics will help stimulate high interest in
this module of four “sell” situations. These
programs put the student in the role of
decision-maker, with a variety of choices to
evaluate. Each simulation teaches a different
aspect of the economic marketplace. The

four programs are on the diskette in order
of difficulty.

In Sell Apples, the major objective is to
determine the best price, based on the number
sold.

Sell Plants emphasizes the function of
advertising.

Sell Lemonade involves those decisions
normally found in running a lemonade stand.

Sell Bicycles deals with the concepts of supply
and demand.

The Market Place module, consisting of one
diskette and this guide, is designed for use
with grades three through eight. The diskette
will operate all ATARI® computers. This guide
provides information necessary in using the
diskette effectively in a classroom setting and
includes special student handouts to be used in
conjunction with the simulations. The handout
pages may be duplicated for use with students.



Gettin
Starte

Follow these steps to load the Market Place
program into your ATARI computer system:

1. With your computer turned off, turn on your
television set or monitor and disk drive. Wait
for the busy light on the disk drive to go out.

2. If your computer is not equipped with built-
in ATARI BASIC, insert an ATARI BASIC
cartridge in the cartridge slot (the left
cartridge slot on the ATARI 800 computer).

2. Insert the Market Place diskette in your disk
drive (disk drive 1, if you have more than one
drive) and close the disk drive door or latch.

4. Turn on your computer. As your disk drive
goes to work, you’ll hear a beeping sound while
the first part of the program loads into your
computer. After several moments, a title screen
will appear on your screen, followed by a menu
of program selections.

Because your computer loads portions of the
program as you see them, you must leave the
Market Place diskette in your disk drive while
using the program.

If a question asked by the Market Place
program requires a simple Yes or No answer,
you may respond by typing YES or NO, or
simply by typing Y or N. Always press
RETURN to confirm your response to a
question. You may usually change your
response before pressing RETURN; just use
the DELETE BACK SPACE key to delete
your original response, then type in the new
response.

5



Gettin
Starte

To return to the program menu, hold down the
ESC key. When the question Do you want to
try again? appears, type N and press
RETURN.

For access to any teacher options available in
the Market Place program, press CTRL and A
simultaneously.

Index to Sell Apples
Programs . . . )
in the Diskette A simulation that involves finding the “best

price” for a product
Sell Plants

A simulation on the effect of advertising on
sales and profits

Sell Lemonade

A simulation that determines profit based on
production and advertising cost

Sell Bicycles

A simulation on the managing of a bicycle
company, determining production level,
advertising budget, and selling price



Sell Apples

Marketing

Specific Topic:

Type:
Reading Level:
Grade Level:

Economics, Pricing,
and Marketing

Simulation
3.4 (Spache)
3-7

Description

Sell Apples is the first of four simulations de-
signed to teach economics. In this simulation,
students attempt to find the best possible price
at which to sell their apples. They can run the

program any number of times, and each time a
new “best price” is randomly set between 1 cent

and 99 cents. In running this simulation, the
students should discover that in a given situa-

tion, each product has a price that produces the

highest income.

Objectives

* To define the terms price and income

* To experimentally determine the relationship

between price and quantity sold

* To determine a relationship between price

and income

* To develop a strategy for determining the
most desirable selling price

* To compare the “best choices” for purchase of

quantities



Sell Apples

Background
Information

The students’ task in this simulation is to find
the best price to charge for their apples. A high
price, such as 40 cents per apple, will give
them a lot of money for each apple, but they
probably won’t sell many apples. At a low price,
such as 1 cent per apple, they’ll sell many ap-
ples but won’t make as much money. The best
selling price is somewhere in between the two
extremes. A graph is used in this simulation to
show students the range of prices they’ve
selected.

The simulation proceeds in the following way:

1. The student sets the price to charge for
apples.

2. The computer displays a daily report of sales
and income.

3. The student changes the price and then is
asked to evaluate how the change will affect
sales.

4. After the fifth day, a summary of the five
days is printed.

5. The student is asked to enter what she or he
considers the “best price.” Students who
haven’t found the best price are given an op-
portunity to run the game again. The com-
puter gives the very best price at the end of
the program.



Sell Apples

Use in an
Instructional
Setting

Preparation

Explain that there are some terms everyone
must understand before playing the Sell Apples
game; these terms are listed on Handout 1,

Sell Apples. Have each student or small group
of students complete Handout 1 by using

the dictionary or discussing the questions
among themselves. It could also be completed
as a class activity through class discussion.

You may “set the stage” for Sell Apples by
having the students form companies of three
to five students, and make up names for their
companies. After completing the program,

the students can use data on Handout 2, Sell
Apples Record Sheet, to see which companies
were the most successful. A prize can be given
the winning company—for example an apple
for each student in the company, a promotion

to executive vice president of the class, and
the like.

The Trade-Offs film and the Trade-Offs film
strip series expand on many of the concepts
underlying the Sell series of programs. You
can obtain them through your county or state
school media centers.

Using the Program

Emphasize that the main purpose is to find the
“best price” for apples in Applesville that day,
and that the student must experiment to find
that price. Have students complete Handout 2,
Sell Apples Record Sheet.



Sell Apples

In order to demonstrate Sell Apples, you’ll need
to have a computer set up so everyone in the
room can see the television. Let each group
select a price and study the results. As the
simulation continues, encourage the class

to find the relationships between price and
number sold, and between price and income.
Urge the students to experimentally determine
the “best price” for the apples.

As a class activity, you may want to discuss
how a company might function with that
many people trying to make the decisions. The
group interaction in making these decisions is
very worthwhile. You may choose to use the
simulation in this manner as an instruction
and then break the class into smaller groups
that can work on the computer independently.

Breaking the class into groups of five or six
students is an effective way of implementing
this simulation. In this manner, it’s possible for
an entire class to run it in one hour, especially
if the students are familiar with the computer
and the program. Take care to ensure that a
few students don’t monopolize the decision-
making.

If possible, allow each student to run the
simulation and make individual decisions. The
students will gain much personal experience
this way, but it may be very time-consuming.

Follow-up

After running the simulation, discuss the
results and apply the decisions to the methods
used by retail stores to set their prices. Discuss
the fact that this is only a simulation, not an

10



Sell Apples

actual experience—the program simulates and
simplifies a business, omitting many factors
that are realities of the business world, such

as the cost of raising the apples, competition
between apple stands, and so forth. Discuss the
results and have the students list factors that
influence profit.

Another approach is to have the class do role-
playing. Have three companies set up apple
stands, using paper apples and paper money.
Have several students own the apple orchard
that sells the apples to the stands. Give the
orchard owners a rather limited supply of
apples. Explain that a late spring frost reduced
the apple crop.

The apple stand companies negotiate with the
orchard to buy their apples at a certain price.
Each company starts out with an equal amount
of money.

Students in the class buy apples with paper
money, and they try to get the most for their
money. The student buying the most apples is
recognized in some way—for example, with a
Johnny Appleseed Award.

The company making the most profit (not
necessarily selling the most apples) should
also be recognized in some way—perhaps a
Successful Corporation of the Year Award.

During a second role-play, change the
variables—for example, allow a limited amount
of money and unlimited apples. Conclude

by discussing these questions: “Under what
conditions was the best price the highest?...the
lowest?”

11



Handout 1

Sell Apples
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Handout 2 (page 2)
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Sell Apples

Sample
Runs

In Sell Apples,
students experience
the economics
involved in finding
the best price for a
product.

Students are told
whether they've
found the best price
during the five day
period. If thay
haven’t, they can
continue the
simulation. Based on
their five-day sales
record, they should
be able to discover
the best price.

This is a computer game about
selling apples. Imagine you are
living in a town named ’'Applesville’
and you have set up a stand to

sell apples. You have several good
apple trees so you don’t have to
worry about running out.

Your jok in this game is to find the
best price to charge for your
apples.

Press [H9INER] to continue.

you so

Tou received $2.25 1n income today.
Keep (perimenting in this price
range to find the hest price.

NI to continue.

Examples of Screen Output



Sell Apples

Sample
Runs

After five days of
marketing their
apples, students are
asked to identify the
selling price that gave
them the most
income.

Students set a price
for their apples and
at the end of the day
receive a report on
how well they're
doing. They're
encouraged to
continue looking for
the best price.

You have been in business now for
S days. Here’s how you're doing:

Number
Day Price Income

What do you think the best selling
price is this week?

You have found the best price for
selling apples.

GOOD JOB

Press [HIIER to continue.

19
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Sell Plants

Advertise

Specific Topic: Economics, Advertising,
Pricing, Expenses,
Income, and Profit

Type: Simulation

Reading Level: 3.8 (Spache)

Grade Level: 4-7

Description

The Sell Plants simulation demonstrates the
purpose of advertising. Students are given the
task of selling tomato plants raised as a class
project. They’re given the amount of the fixed
expenses and must set their selling price at the
beginning of the simulation. The variable that
they control throughout the simulation is
advertising. By experimenting, they can
determine the best price for the tomato plants
and discover the most profitable level of
advertising. The computer feedback describes
what effects student advertising decisions have
on profit, enabling students to revise their
strategy throughout the simulation.

20



Sell Plants

Objectives

* To define the terms price, advertising,
expenses, income, and profit

* To experimentally determine the relationship
between advertising levels and quantity sold

* To determine the relationships between price
advertising, and income

)

* To analyze results and make decisions to
determine the most effective level of
advertising

* To estimate, compare, and determine costs

Background
Information

Sell Plants simulates the advertising and sale
of tomato plants. Given 1,000 tomato plants
that cost a total of $30.00, the students set a
price for the plants. The number sold reflects
the difference between the students’ price and
the “best price.”

On the first day, the plants sold are without
advertising, so the students discover how many
will sell at their chosen price without the
influence of advertising. Days 2, 3, and 4 allow
the students to advertise, at a cost of $.25 per
sign. The effect of the advertising will be
shown in the sales. On the last day, Day 5, the
students are given a chance to lower their
prices (have a sale) to sell as many plants as
possible.

21



Sell Plants

Use in an
Instructional
Setting

Preparation

Hold a discussion on advertising. In what ways
do people advertise their products? Can all
businesses advertise in the same way?

Have the students pick a name for their plant
store and, as an art project, make posters
advertising their store and the plants. They
could analyze the posters in terms of which
would make the most effective advertisement.

Students should complete Handout 3, Sell
Plants, before running the simulation, so that
they understand terms used in the program
and are introduced to the concepts explored in
Sell Plants. Questions 6—10 are presented to
focus the students’ thoughts; complete answers,
reflecting a total understanding of the points in
question, can’t be expected.

See the references to the Trade-Offs
films/filmstrip series in Sell Apples for an
additional preparation suggestion.

22



Sell Plants

Use of the Program

Organize the class so that each student or pair
of students can have time to run the simulation
on the computer.

Students should fill in Handout 4, Sell Plants
Financial Report, as they run the program.

Use Handout 5, Sell Plants Income Report, to
see whether students understand and can do
the calculations to determine income, expense,
and profit.

Follow-up

Use Handout 6, Evaluation, as a follow-up.
Reemphasize that this is a simulation and that
things may not go exactly the same in a real-
life situation.

You can generate a good discussion by listing
ways in which this simulation isn’t realistic.
For example, why must new signs.be made
every day? (This restriction was included to
give students a better chance to experimentally
determine the effects of advertising.)

23



Handout 3

Sell Plants

1goid

sesuadxy]

g
owoou] §
€
4

SursT)IeApY

PUg T
"SpIom SUIMO[[0J 9Y3 JO YoBa JO UOTHTUYSP }I0YS B SJLIA

"SSB[O

JnoA£ 10j Asuour aster pue syueld 9say) [[oS 03 SSaUISNq © }Ie)S 0} ST ol Inox
*309foad 8ouatos e se sjue[d oyewo) ()01 pestel pue pajueld sey ssed anok
ourSew] ‘ssauisnq [[ews e adeuew noAk s39[ yey) werdoad e st sjue[d [[°S

aeq sse[)

oureN

sjueld |I9S

24



; e
PRNCA Y
Jey3} J10J 9q SWO0UI INOK [[IM JeyM ‘UYoed p(T Je sjueld OgT [[@S NoL JT 0T

SAUM sueld anof [[e [[es 03
JISpJIO UT SSI] IO SIOW SSTIISAPE 0] Pasu nok [[im ‘@orid yS1y B 19s N0k JT 6

LAYM ¢@91ad mo] e a0 sotxd Y31y e 931BYD 03 19939q 31 S] '8

LAYM (1940 339 autos aaey Jo0 sjueld [[e [[S 0} A1} nok p[noys ‘.,

(9103s Jue[d e 8SI1I9ApE P[NOJ NOA SABMm SWOS dIe JBYM 9

:suorysanb SUIMo[[0J O} JomSUB MON

25



awodu| s,Aeq plos sjue|d subis adlid Aeqg

'UOTJR[NUWIS Y} JO PUd 9Y3} 1€ }1 U0 BJep 89Sy} YIIM JIBYD € NoK 9AL3
4 somduwod ay, -o403s jueld 1nok ur suaddey jeym moys ‘493ys Ss1y} uQ

Jquerd yoes 10j a3aeyd 03 Sutod nok axe 9otad JeYM ‘g

Financial Report

Handout 4

;21038 jued 1nok [[ed 0 Suto3 nok are yJeyp 'y

:suorjsanb asoyy} Jemsue Tendurod oy
0} 8uro8 a10Jog "WAY) [0S 07 LITYM UI SAep aAY pue sjue[d 0QQ‘T dAeY NOX

are( sse[n

ureN

sjueld ||2S

26



}Ho1 sjueld j}joid sasuadx3z |ejol awodu| |[ejo)

(STUR[J [[9S UNI NOK dw1) 1X8U A[JUSISYIP Op 03 Juem NoK op JeYM

(9yew 01 sugis Jo IoquuNU 3s9q 9} 3¢ 0} SUIIIS JeYM

:310day sajes jeurq

G

w

27



00€ 00v P21 114 208 | 00'T$

105 ¢

0g 0032 203 g 0% 26e

G1¢2 0632 (i 0T AGL 202
}joid| sasuad| swoduj| plos|  wybnog ed subis ubis| jueld Jad
-X3 syued syued JO 150 JO yoea 9oud
JO 'ON JO "ON | uoIPNPOId ‘ON| }01s0D Buias

Income Report

Handout 5

querd xod s3509 uoronpoid ayy pue ‘pros sjue[d jo LqUINU

oy ‘suSts SurstyreApe Jo Jequinu pue 3500 ay) ‘yue[d 1od do1ad 3ury[es
oy} uaA1d a1 nox “jyoid Inok pue ‘ewrodul Inof ‘sesuadxs Inok aje[nore)

are(

sse[)

awreN

sjue|d

119S

28



sosuadxe — (owodu]) = JYoIxJ

(3y8noq sjuerd jo sequnu) x (jue[d 1ad }s00)
(sudts jo sequunu) x (uSis Jod 9s00) = sosuadxy

(duerd xad 9o11d Zurf[es) x (pos sjue[d Jo JDqUWINU) = SWOIU]

*H.LON

29



Handout 6

Evaluation
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Sell Plants

Sample
Runs

This is a computer simulation
of a business to sell tomato
plants. The main ﬁurpose is
to let you find the best way
to advertise your product.

Imagine you are in the school
in a town we will call
’Tomatoesville’.

Sell Plants examines Press |E®INEEl to continue.
the influence of

advertising on the
successful marketing
of a product.

You have 1880 plants to sell
and S days of selling time.
Your fixed expenses for seeds,
containers, fertilizers, and
other expenses are 3 cents per
plant. This means Eou have

expenses of $30.00 before you

start selling your 1080 plants.
Students are given
ny: : |
g;aﬁﬁggzgpgtw1| Press [SMINEEE to continue.
selling price for their
plants. (Note that the
decimal point for
cents is not needed.)

Examples of Screen Output
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Sell Plants

Sample
Runs

This is day 2. How many
advertising signs do you
wish to make?

Each sign will cost you
25 cents, and they are only
good for one day.

To help students
increase sales, they're
given the option of
advertising on Day 2.

Day 1 Financial report for LANCE

—_———

Price Advertising Signs Plants sold
.10 @ 101

Sign expenses Income Plants left
$0.00 10.008 8383

Would you like to try making some

Each day they're , ; :
y they zigns 1o advertise your business?

given a financial
report that
emphasizes the effect
advertising had on
their income.

Examples of Screen Output
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Sell Plants

Sample
Runs

Price Signs Plants Day’s

Sold Profit

.18 B 181 16.10
.10 191 10.10
/ 1 191 15.35
15.40

24.48

75.43

N WM

.urn H+ Dcllg F’r ofits

After five d f
er five days o Fix Expences

sales, they have a
good picture of the
relationship between
selling price,
advertising, and
profit.

Do more advertising signs mean
‘more” ar ‘fewer’ plants sold”?

MORE

mdnu signs seemed to
be ‘rhc bhest one for you?

Students are asked to
select the number of
advertising signs that
proved most
successful for them.

Examples of Screen Output
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Sell Lemonade

Cost/Profit

Specific Topic: Economics,
Advertising, Price,
Expenses, Profit, and
Assets

Type: Simulation

Reading Level: 6 (Fry)

Grade Level: 3-6

Description

Students using the Sell Lemonade simulation
make decisions that are similar to those they
would make in running a real lemonade stand.
Each day the students decide how much
lemonade to make (production level), how many
advertising signs to make, and how much to
charge for the lemonade. The computer
analyzes their input and correlates it with
random events, such as a heat wave, and gives
the students a daily profit/loss chart.
Economics and math skills are developed.

Objectives

* To define the terms advertising, price,
expenses, profit, and assets

* To determine the relationship between
production, advertising, and pricing in a
business

* To reinforce arithmetic skills with practical
experience

* To estimate, compare, and determine costs
35



Sell Lemonade

Background
Information

In Sell Lemonade, students operate lemonade
stands. When running this simulation, six
lemonade stands are allowed. Since one stand’s
results have no effect on the results of others,
competition isn’t a factor when relationships
are analyzed.

The model is designed to allow students to stop
and then continue the simulation later on;
thus, the simulation needn’t be completed in
one time period. To continue a session, enter
the last day completed and the assets for each
lemonade stand. If you plan to use the program
this way, make sure students record the day
and assets on paper at the end of the session.
The program runs for only fifteen days.

Initially each group is given a fixed amount of
assets ($2.00). Each group must make three
decisions each day:

« The number of glasses of lemonade to be
made

» The number of advertising signs to be made

 The price per glass for lemonade

36



Sell Lemonade

The number of glasses sold each day is
dependent upon price and advertising, but is
also limited by the number of glasses made.
The “best price” takes into account weather
conditions, local population, the profit at that
price, and the number of signs.

Expenses are the costs of making lemonade
and making signs. Income is the number of
glasses sold, times the price. Profit is the
difference between income and expenses. Each
day’s profit is added to the assets to give a
cumulative total.

A group’s assets govern the number of glasses
of lemonade the group can produce and the
number of signs it can make.

Early in the game the groups must carefully
plan how to spend their resources. To simplify
the study of the relationships for the students,
the signs are good for only one day, and unsold
lemonade from one day is not available to sell
the next.
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Sell Lemonade

To add realism to the simulation, random
events may begin to happen after the second
day. These are the events that can happen, and
their effects:

Event Effect

Thunderstorm All lemonade and
signs are lost
No sales for any
stands

Street construction Two things can
happen (50% chance
of either)

1) Sales drop to 1/10
of normal

2) Construction crew
buys all the
lemonade made at
the stand

Weather forecast says  Sales are cut in half
50% chance of showers
and cold weather

Heat wave Sales are doubled

Any of these random events can occur any time
during any run of the simulation.

Production cost for each glass starts at 2 cents,
increasing to 4 cents on Day 3 and 5 cents on
Day 7.
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Sell Lemonade

Use in an
Instructional
Setting

Preparation

Students should complete Handout 7, Sell
Lemonade, so they have an understanding of
the terms used in the program. Try to leave
questions 11 and 12 on Handout 7 open-ended.
Let the students think about these questions
and attempt to find answers as they run the
simulation.

Since this unit emphasizes business, discuss
such matters as ways in which students can
earn money and the elements of a successful
business. It will be beneficial if students have
used Sell Apples and Sell Plants before
starting this simulation.

See the reference to the Trade-Offs
film/filmstrip series in Sell Apples for
additional preparation suggestions.

Using the Program

Divide the class into groups of two or three
students, and schedule computer time for each
group. Each student in the group will manage
his or her own lemonade stand.

As mentioned in “Background,” this program
doesn’t consider competition as having an effect
on the sales of the individual lemonade stands.
The students can assume that, because they’re
located in different parts of town, their stands
don’t compete with each other.
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Sell Lemonade

Each student in the group should complete
Handout 8, Sell Lemonade Record Sheet, while
running the program. You might want to
explain how to fill in this data sheet. On the
last day, in order to continue the next day,
students must write the day number and profit.
This program runs for fifteen days. At the end
of that time, students may determine their
profit.

If you or the students want to determine a
winner, you could use any of the following
methods;

* Set a playing time limit of a half-hour or five
days—the leader at the end of that time is the
winner.

« The first stand to reach $15 in assets wins.
* Any stand that makes money is a winner.

You could follow the small group competition
by having the winners from the small groups
play each other. When only two winners are
left, they could play for the championship, with
the class as an audience.
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Sell Lemonade

Students can complete Handout 9, Sell
Lemonade Financial Report, without using the
computer. If students fill in this sheet correctly,
you can be assured that they understand the
calculations necessary to figure income,
expenses, and profit.

Follow-up

Handout 10, Sell Lemonade Evaluation, can be
completed in a class discussion. This handout
restates and helps to clarify the relationships
with which the students have been working. It
could also be used as a quiz or as an evaluation
of student understanding.

Another follow-up exercise might be to have the
students compile a table showing lemonade
price, number of signs made, number of glasses
sold, and profit. They could learn to draw sales
charts and analyze the different trials to find
the best combinations.

Lesson 12, “At What Price?” from the Trade-
Offs series contains a lemonade stand case
study.
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Sell Lemonade

Sample
Runs

Sell Lemonade
examines production
level, advertising, and
selling price.

Students are shown
the calculations of

assets as they enter
their expenses.

Each day, you will have to decide:

1) How many glasses of lemonade
to make,

2) How many advertising signs to
make (15 cents each )

3) How much to charge for your
lemonade

Try to manage your lemonade stand
as hest as posible so that you
can make the greatest profit.

Press |HSIERl to continue.

Lemonade Stand 1 - Day 1

Lemonade: 2% a glass to
produce.

How many sets
o glasses ? 20 Lemonade:

How many

signs at 15¢
each? 8 Balance:

What price
(in cents) would you like
to charge? 12

Do you want to change anything” W

Examples of Screen Output
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Sell Lemonade

Sample
Runs

Lemonade stand 1 - Day 3

Lemonade: 4 cents a
glass to
produce.

h]IIHow many
glasses ? Assets: 4.20

Students must
change their
marketing strategy in
response to the
effects of such
random events as this
one.

Each day students
receive a financial
report; they can
change their selling
price and the amount
of advertising they're
doing based on the
report.

Examples of Screen Output
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Sell Bicycles

Supply/Demand

Specific Topic: Profit, Advertising,
Assets, and Supply
and Demand

Type: Simulation

Reading Level: 6 (Fry)

Grade Level: 6-8

Description...

Sell Bicycles is a simulation in economics
dealing with the concepts of supply and
demand. This program examines how the
factors of pricing, advertising, and production
affect supply and demand. Students act as
managers of companies and learn to run them
profitably.

Objectives...

 To understand the terms profit, advertising,

assets, inventory, production, and supply and
demand

+ To determine how supply and demand are
affected by production, advertising, and
pricing

+ To use the computer’s analysis of both bicycle
companies to determine the most effective
strategy for marketing a product

+ To estimate, compare, and determine costs
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Sell Bicycles

Background
Information

Sell Bicycles is designed to teach the economic
concept of supply and demand. The program
features two bicycle companies, each of which
starts with $5,000 in cash and 100 bicycles in
its warehouse. Each bicycle will sell for $100.00
to $400.00. This simulation will continue until
one company has reached $36,000.00 in assets.
Each group must make the following decisions
each quarter:

* Production level
* Advertising budget
* Selling price

The results of each company’s production and
marketing efforts are affected by the decisions
of the other company. If prices vary greatly
between companies, the company with the
lower price will have more sales. Advertising
can increase the demand for a company’s
bicycles up to twice as much as the demand
without advertising. The effects of advertising
depend a great deal on the advertising budget
of the competing company. For this reason, the
same decisions by a company for two differing
time periods may not produce the same sales
and profit.
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Sell Bicycles

If the demand for a product is larger than the
production level plus the inventory, the
company will sell out its stock. Additional
units that could have been sold are not picked
up by the other company. If both companies
make identical decisions, they’ll perform
identically, as if without competition. An
inventory charge of five percent per quarter is
made for stock on hand at the end of a quarter.
The fixed production costs are $250.00 per
quarter. This penalizes overproduction.

It’s possible to have a negative amount of cash
if there is sufficient inventory to make the
assets greater than zero. A ten percent credit
fee is charged for borrowing money.

In this model it’s assumed that:

* The two companies control the entire market
for bicycles, with no other companies to
provide competition.

« The only variables influencing the market
are the price of the product and the amount of
money spent on advertising. No consideration
is made of factors such as the economic state
of the country, the type of advertising used,
the season of year, the quality of bicycles, and
so forth. Production costs rise every fourth
quarter. After the fifth and sixth quarters,
random events may begin to happen with
these effects:
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Sell Bicycles

Event Effect

Production strike Neither company can
produce any more
bicycles.

Wage/price freeze Companies cannot raise

their prices for the next
two quarters (they may

lower them).

Burglary Company loses $200 in
cash.

Fire Entire inventory is lost,

but insurance
reimburses company for
75 percent of loss.

Transportation strike Companies can't
transport bicycles to
dealers, so there are no
sales.

Use in an
Instructional
Setting

Preparation

It will be beneficial if students have previously
run other SELL programs so they’re
acquainted with the concepts and relationships
involved. Have a discussion on businesses in
their community, the businesses with which
their parents are familiar, the importance of
businesses, and so forth. Complete Handout 11,
Sell Bicycles, discussing the terms and
questions for a better understanding. Leave
questions 9 and 10 open-ended; have students
think about these questions and plan the
answers as the program is being run.

See the reference to Trade-Offs film/filmstrip
series in Sell Apples for additional preparation
suggestions.
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Sell Bicycles

Using the Program

Divide the class into groups of four students.
Within that group, two will represent Company
#1, and two will represent Company #2. Give
the group Handout 12, Sell Bicycles Financial
Report, and discuss the responsibilities they’ll
have in this simulation. Have the companies
within each group make their first decisions,
and then discuss what they believe will be the
result of those decisions. For example:

» Which company will sell the most bikes?

e Which company will make more money with
each sale?

¢ Which company will have the most expenses?

Schedule each group so the students can enter
their decisions on the computer. They could
continue the simulation until one company
wins or goes bankrupt, or they could stop after
a certain time and continue at a later date.
Encourage the students to try different
strategies when running the simulation.
Students may run as many quarters as they
want; duplicate extra copies of Handout 12 for
this purpose.

Students can use Handout 13, Sell Bicycles
Cost Report, independently—without the
computer. It will ensure that students
understand the calculations involved in the
simulation.
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Sell Bicycles

Use Handout 14, Sell Bicycles Quarterly
Report, as a class problem. Run the Sell
Bicycles program using student-suggested
input for the first four quarters. Leave the data
on the screen and have the two students in
each company complete Handout 6, Sell
Bicycles Quarterly Report, by calculating the
figures themselves for the fifth quarter. When
teams have completed the worksheet, they
should continue on the computer so they can
check the accuracy of their fifth quarter report.

Follow-up
Complete Handout 15, Sell Bicycles Evaluation.

Visit two competing stores or businesses in
your community. Compare prices, advertising,
customer services, quality of merchandise, and
so forth.

Tour a factory in the area, and take note of
everything that contributes to the cost of a
product. List fixed costs and variable costs for
the company.

Invite business people to be guest speakers in
the classroom, describing to the class the
decisions they must make in running their
businesses.

Investigate Junior Achievement. If there’s a
chapter at your school, students who are
especially interested in business economics
might want to join. A Junior Achievement
representative could speak to the class and
describe the organization and its projects.
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Handout 12

Financial Report
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Sell
Bicycles

Cost Report
Answer Sheet

Answer the following problems:

1. The cost of producing a bicycle is $43, and
you produced 90 bicycles. You also have 100
bicycles in stock. After spending $170 on
advertising, you sell 65 bicycles at $63 each.
You pay a $4 charge for shipping and
assembly of each bicycle sold. Unfortunately
your shop is relatively small, and you can
store only 75 of the unsold bicycles. The rest
are kept in a warehouse, where you pay a
charge of 1 percent of the selling price for
each bicycle stored. Using this information,
calculate the following:

A. Cost of producing
all the bicycles

$43

X 90 bikes produced

$3870

B. Shipping and
assembly charges

65 bikes sold
X $4

$260

74

C. Charge for renting
the warehouse

100 bikes in stock
+ 90 bikes produced

190
— 65 bikes sold

125
— 75 bikes @ store

50 bikes in warehouse

50
X $.63 storage

$31.50 cost



Sell

Bicycles
D. Total expenses F. Amount of profit
(including
advertising) $4095.00 saes
—3256.00 expenses
65 sold $ 838.50 profit
cost of
$2795.00 production
shipping
260.00 & assembly

75

170.00 advertising
31.50 warehouse

$3256.50

. Total income from

the bicycles sold

$63 selling price
X 65

$4095

You’re opening a new business selling
lawnmowers. A second store selling the
same type of lawnmower is opening across
town. The cost of producing the mowers is
$52 each. If you find out that the other store
is going to spend $400 on advertising and
sell lawnmowers at $85 each, how much will
you spend on advertising, and what price
will you charge for the mowers when you
open your store? Why?

(answers will vary)

Do you think it’s important for a company
that is competing with another company to
keep its plans for production, pricing, and
advertising secret? Why or why not?

Yes. If it doesn’t, the competition may
obtain the information.
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