Once Upon a Company – “Wreathing for the Future”

An Economic Lesson for Grades 4-6

By Alice Bottomley

Lesson Description


Students will read the book Once Upon a Company, and learn how 3 children became entrepreneurs and created a company which in 6 years earned a profit of over $16,000.  The impact of positive and negative incentives will be analyzed.  Students will also learn, from the example of the three children, how establishing a savings account in a bank will increase their savings.  A classroom simulation will provide the opportunity for students to earn money (red hots) and receive interest when they put their money in the bank.

Voluntary National Content Standards

Content Standard 1 – Productive resources are limited.  Therefore, people cannot have all the goods and services they want; as a result, they must choose some things and give up others.

Benchmark 14 – Grade 4 – Entrepreneurs are people who organize other productive resources to make goods and services.

Content Standard 4 – People respond predictably to positive and negative incentives. 

Benchmark 1 – Grade 4 – Rewards are positive incentives that make people better off.

Benchmark 2 – Grade 4 – Penalties are negative incentives that make people worse off.

Benchmark 3 – Grade 4 – Both positive and negative incentives affect people’s choices and behavior.

Content Standard 10 – Institutions evolve in market economies to help individuals and groups accomplish their goals.  Banks, labor unions, corporations, legal systems, and not-for-profit organizations are examples of important institutions.  A different kind of institution, clearly defined and well enforced property rights is essential to a market economy.

Benchmark 1 – Grade 4 – Banks are institutions where people save money and earn interest, and where other prople borrow money and pay interest.

Benchmark 2 – Grade 4 – Saving is the part of income not spent on taxes or consumption.

Economic Concepts – entrepreneur, incentives, savings, interest, saving
Related Subject Areas – Language Arts

Instructional Objectives

Students will be able to:

1. Give an example of an entrepreneur who produces a good, and name a way the entrepreneur can expand his business.

2. Define incentive as a factor that motivates or influences how people behave.

3. Give an example of an incentive and explain how it influences a decision.

4. Define saving as income not spent, but set aside to satisfy future wants.

5. Explain that banks are institutions where people save money and earn interest.

Time Required

Two fifty-minute class periods

Materials Required

*One copy of the children’s book Once Upon a Company, by Wendy Halperin, 1998,   

  Orchard Books (can be ordered from amazon.com for $15.82, which includes postage)

*Growing a Business Activity handout for each student

*Overhead transparency of Growing a Business 

*One business sized envelope for each person in half of the class.  Write each students’  

  name on one of the envelopes.

*3 nine ounce packages of red hots

*Small paper serving cups (from McDonalds or other fast food restaurant) – 3 for each 

  student – put 5 red hots in each cup

*Entrepreneurs and Savers Handout for each student in the class (used for assessment)

Procedures for the First Period

1. Introduce the book Once Upon a Company by telling your students this is a true story about three children who, with the help of their family, become entrepreneurs and make Christmas wreaths.  They make a decision to save the money they receive from selling wreaths and put it into the bank to establish a college fund.


2. Write the word entrepreneur on the board.  Tell students that an entrepreneur is a person who takes a risk and organizes productive resources to make goods and services.  Entrepreneurs sell their goods and services and the money they receive in exchange is called revenue.  After entrepreneurs pay for their costs of production, they can keep the money they have left, this is called profit.  Sam Walton and John Tyson are examples of entrepreneurs who have created businesses that are very profitable.  Ask students to share examples of entrepreneurs they know or have heard about from their community, state, or nation.


3. Pass out Growing a Business Activity Sheet.  Tell students that each of the six rings of the wreath represents the six years from the setting of the story.  Read the book to your students, but stop after each yearly period and together with the students record on the Activity Sheet the entrepreneurial activities of the 3 children in the story.  (There is an answer sheet provided.)


4. Conclude this activity by asking students the following questions:

a. How did the entrepreneurs in this story change their Wreath Making and Peanut Butter and Jelly Business over the six years?  (Wreath Making – rented a store in which to make and sell wreaths, hired distributors, sold wreaths to wholesalers, created different kinds of wreaths, and hired kids to make wreaths.  Peanut Butter and Jelly Business – added Shirley Temples and root beer floats to the menu, created sand art to sell, and hired kids to work at the lemonade stand.)

b. In what ways were the children like the local entrepreneurs?  (They had to obtain materials to produce their goods, hire and pay workers, pay bills, keep books, and invest their profit.)

c. What motivated the children to continue running their business?  (There was an increased demand for their goods, they wanted to increase their profits, and increase the savings in their college fund.)

Procedures for the 2nd Period

1. Write the term incentive on the board.  Tell student that economic incentives are things which encourage people to behave in certain ways.  Many times they are thought of as a benefit or reward.  Incentives persuade people to make one choice instead of another.  Incentives can also be negative and influence you to not choose something.  Ask  students to share their incentives for completing their assignments at school.  (Possible answers are: to get good grades, to get on the honor roll, to feel good about themselves, to receive rewards from parents, and to gain knowledge.)


2. Ask students what incentives influenced Joel, Kale, and Lane to become entrepreneurs.  (Answers will include earning money for college, working with their family, eliminating the boredom of time away from school, and interacting with members of their community.)  Write student answers on the board under the term incentives.  Ask students if these are positive or negative incentives.  (positive)


3. Ask students, “What incentive did the customers (consumers) have to purchase a wreath or food from the lemonade stand?”  (Answers will include satisfying their wants for those goods, satisfying the desire to help the children and contribute to the college fund, a coupon for a free piece of licorice, and a free candy cane from Santa.)  Ask students, “How did the Health Department’s refusal to give to the children a license to sell sloppy joes influence their decision?”  (The children instead chose to sell birthday cake and Shirley Temples.) Was this a positive or negative incentive? (Negative)

4. Ask students what the children did with the money they received from selling wreaths the first year?  (They paid for the materials they had used and then put the rest of the money in the bank.)  Explain to students that banks are places where people deposit the money they want to save.  They usually have a goal for the future and this provides an important incentive to save.  What was the saving goal that Joel, Kale, and Lane had?  (money to pay for college.)  The reason people put their savings in a bank is that it is a safe place and their money will earn interest.  Interest is the price paid for using someone else’s money.  Banks pay interest to savers in exchange for being able to use the saver’s money.  Ask if any students have put their money into a savings account at a bank.


5. Tell student that they will participate in a simulation to show the advantage of putting their money into a savings account at a bank.  Chooses one student to be the banker.  He/she will give each child that comes to the bank an envelope in which to put their savings and interest earned.  Divide the rest of the class into two fairly equal groups.  Tell the students that they will be given simple jobs and upon successful completion will be paid wages in the form of red hots.  One group will put their earnings in the bank, and the other group can save their red hots in their desk or consume it right away.


6. In the first round assign each student the job of passing back a small group of graded papers.  After this job is completed have each student come to the table and pick up their earnings for that job.  (1 cup of 5 red hots) Choose one of the groups to be the bank savers, and instruct them to take their red hots and deposit them in the bank.  The banker will put their red hots in their envelope and add 2 additional red hots as interest.  (This is 40%.  Tell students this is a higher parentage than one normally receives at the bank, but, for the simulation it is needed to show an effective increase in savings.)  Tell the other half of the class that they will not be putting their earnings in the bank and can choose to save their red hots in their desk or consume some or all of them.


7. In Round 2, tell students their job is to clean up the classroom.  Instead of assigning specific tasks, simply remind them of all that needs doing.  (Examples include erasing the board, cleaning the erasers, watering the plants, picking up all paper and objects on the floor, and straightening and dusting books and other things on the shelves.)  After about 5 minutes, tell students to report to the table to receive their wages.  Each will pick up one cup of 5 red hots.  Tell the bank savers to take their red hots to the bank, deposit them in their envelope and receive 2 additional red hots as interest on their savings.  (The interest red hots should also be put in the envelopes.)  Tell the other group they can spend (consume) their red hots or save all or part of them in their desk.


8. In Round 3, tell students that in this round instead of working to receive income, they will receive money for their birthday from the grandmother and grandfather.  Tell students to come to the table and get one cup of 5 red hots.  The bank saver group will then go to the bank to deposit their income in their envelopes and will receive an additional 2 red hots as interest.  Tell the other group they can spend (eat) their red hots (birthday money) or save it in their desk.


9. On the board, draw the following chart.


	Round 
	1
	2
	3
	Total

	Bank Savers
	$7
	$7
	$7
	$21

	Desk Savers/

Consumers
	$5
	$5
	$5
	$15


Record the amounts received by each group of students, making each red hot equal to one dollar.  Distribute envelopes to the bank savers telling them they have saved enough to reach their goal, and can now spend (consume) their money.

10. Discuss the outcomes of the simulation by asking the following questions:
a.
Which group had more money at the end of the simulation?  (bank savers)
      Why?  (They earned interest and could not consume.)
      How much more money did the bank savers have? (6 more red hots/dollars)
b.
How many of the nonbank savers still have 15 red hots?
      Why not?  (some have been lost, and some have been consumed.)
c.
What are the advantages and disadvantages of trying to save your money (red      

hots) in your desk?  (Advantage – can consume it any time.  Disadvantage – gets                  
                  lost, and its harder to save.)
            d.
Which action provided the greatest benefit?  (saving in a bank)
            e.
If the simulation were repeated and you were given a choice of what to do with 

your wages, would you put them in the bank?  (ask for a show of hands.)
             f.
What did the children in the story do with their savings?  (Put them in the bank.)

Closure


Ask students to think about and share a goal they might want to save their money for, so they can satisfy their wants in the future.  Ask students to identify a positive incentive for putting their savings in a bank.  (Answers could include:  their money would be in a safe place, it would earn interest, their would achieve their goal sooner.)  Ask students if they can think of a negative incentive for putting their savings in a bank.  (Answer could include: It would be harder to get my money if I changed my mind.)  Ask is any student have engaged in any entrepreneurial activities such as Joel, Kale, and Lane in the story.  Ask students if any of their parents own their own business, and if so how have they expanded their business.

Assessment


Give students the “Entrepreneurs and Savers” handout and have them complete it independently.

Extension


Have student visit several local banks (or have  a representative come to the classroom) to learn about savings accounts and interest that is paid.  Students can create a chart to show difference if they exist.  Students can also learn about U.S. Savings Bonds and how they pay interest.
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Entrepreneurs and Savers

Answer Sheet

1.
Who were the entrepreneurs in the story?


The entrepreneurs in the story are Joel, Kale, and Lane.


What good did they produce?


The children produced Christmas wreaths and sand art.

2.
What is an incentive?


An incentive is a factor that motivates or influences how people behave.

3.
What was the incentive that motivated the children to start a business?


Earning money for college was the incentive for the children to start their business.

4.
What did the children do with the profits from their business?


The children put their profits in a savings account in the bank.


Why?


The children’s money would earn interest when they put it in a savings account, and they 

would have more money than they deposited.

5.
Explain the difference between the economic terms saving and savings.


Saving is when you don’t spend all your income and you put some of it aside to spend in the future.  Savings is the accumulation of the money you have saved over time.
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