“If You’re so Smart, Why Aren’t You Rich?”
Scenario: Demonstrate knowledge of the many factors that influence income.
People can earn income by selling their resources.  Latonya might own some natural resources—like timber to sell. Derick might invest in capital equipment like inflatable party equipment and rent it out to earn income. Jennifer might use entrepreneurial skills and start a business.  Kirsten might get a job at Burger Whoopee. Like Kirsten, most people get the majority of their income by selling their labor.  What factors determine what one earns for one’s labor?  You look around and observe that some very hard-working people earn moderate salaries, while rock stars, professional athletes and authors of popular books earn huge incomes.  Within the same profession, some earn a lot while others earn little (ex. salespeople).  How can you make sense of it all?

Big question:  How do you explain why some people earn high incomes while others earn little?

Focused Questions:

1. What does market value mean? (Example: What is the market value of a Babe Ruth rookie year baseball card?)
2. What determines market value? (Example: What determines the market value of a Babe Ruth rookie year baseball card?)  
3. What determines the market value of a plumber, carpenter, accountant, daycare worker, day laborer?  What connections can you draw between the market value of a baseball card and the market value of a baseball player's salary? 
4. How does the market determine the market value of various skills? What happens when there is a shortage of physical therapists at the current wage?  What happens when there is a surplus of roofers at the current wage?  
5. What happens to wages when the quantity supplied of a particular type of worker is greater than the quantity demanded? (ex—workers at fast food restaurants) What happens to wages when the demand for a particular type of worker is greater than the supply? (ex—professional ballplayers who can hit 45 homeruns per season)
6. Where can you find information about the market value of many careers?

7. Why might people in the same job category, but with differing skill levels, earn different salaries? (ex—salespeople, bricklayers) How might higher productivity affect a worker’s income?
8. What is human capital? What would be considered an investment in human capital?

9. What incentive do employers have to spend large sums of money for the education and training of their employees?  How might training improve productivity?  How might increases in productivity lower cost of production and/or make it possible to increase wages?
10. Explain why these statements are true for a company seeking to maximize profits:  When an additional worker adds more to revenues than to cost, the company will want to hire the worker. Likewise, when an additional worker adds more to cost than to revenues, the company will not want to hire.

11. Many individuals invest time and money earning a college degree or other certification. How would one weigh the costs and benefits of making this investment in human capital?

12. If demand for new homes increases or decreases, people in many careers will be affected.  Name some of the types of workers for which demand may be affected.

Project based assessment:

1. Research 10 careers. Use a spreadsheet to list career, entry salary, average salary, type of education/training required, and expected demand for this skill in the next 5 years.

2. Use online research to determine the average salaries and lifetime earnings of: those who do not complete high school, GED holders, high school graduates, those who complete some college, those who earn an associates degree, a bachelor’s degree, a masters degree, a doctorate, or a professional degree, such as doctors as lawyers.
3. Choose a career to investigate.  Weigh the costs (both out-of-pocket and opportunity costs) and potential benefits (improvements in income, job security, job satisfaction, etc.).  Decide whether the benefits would be worth the costs to you. Explain your answer.
4. Assume that both Emma and Morgan work for a lawn care company.  Emma can mow 10 average yards in one day, while Morgan can mow only 8.  Assume the company charges $30 per yard.  Which worker has the highest productivity (output per day)?  Explain how this difference might affect both workers’ incomes and which might be laid off if demand for lawn mowing decreases.
5. Draw a supply and demand curve for tax preparers with the hourly wage for preparers on the vertical axis and the number of hours of tax preparation on the horizontal axis.  Assume that more tax preparation is going to be out-sourced to India.  Show this change by drawing a new demand curve.  What happened to the market (equilibrium) price and quantity?
Resources:

“Wages and Me” is an online lesson that would be an excellent fit with this lesson.

http://www.econedlink.org/lessons/index.php?lesson=305&page=teacher
“The Economics of Income: If you’re so Smart, Why Aren’t you Rich?

is another online lesson that would go with this topic.

http://www.econedlink.org/lessons/index.php?lesson=130&page=teacher
“Why does Brett Favre make $8.5 million per year?” also works well with this lesson.
http://www.econedlink.org/lessons/index.php?lesson=650&page=teacher
