Cash Course | Grades 6+

Profits & Losses: The Hidden Signal | Lesson Plan

How do profits and losses influence decision-making and resource allocation in a
market economy?

ée

Students will understand how profits and losses drive business decisions, guide resource
allocation, and play a critical role in maintaining a healthy and efficient economy.

Learning Objectives:

Define profits and losses and explain their role in business decision-making.

Analyze how profits and losses serve as incentives for businesses to manage resources
efficiently and meet consumer needs.

Evaluate how profits and losses act as signals to guide resource allocation in a
free-market economy.

Explain the consequences of government intervention in preventing losses and how it
can lead to resource misallocation.

Apply the concepts of profits and losses to real-world examples, demonstrating how
they influence economic outcomes and quality of life.

Key Vocabulary:
e Profit: The reward for success in business, calculated as revenue minus costs.
e Loss: When a business'’s costs exceed its revenue.
e Incentive: A factor that motivates businesses or individuals to take specific actions.
e Signal: Information that profits or losses provide about whether a resource is being used

productively.

Resource Allocation: The process of distributing scarce resources (like time, money,
and materials) to their most productive uses.

Government Intervention: Actions taken by a government to influence or regulate
economic activity, such as preventing business losses.

Educational Standards: CCRA.R.7, CCRA.R.10, CCRA.W.2, CCRA.W.4, CCRA.W.7, CCRA.SL.1,
CCRA.SL.2,CCRA.L.6

Academic Subject Areas: Economics, Small Business, Decision-Making

What You'll Need

Video: CaSh CourSe: Profits & Losses: The Hidden Signal (Watch Here)
Worksheet: CaSh CourSe: Profits & Losses: The Hidden Signal (Click Here)
Note-taking paper and index cards for each student

Classroom whiteboard and TV or screen with Internet access

Scan to watch episode:



https://www.prageru.com/video/profits-and-losses-the-hidden-signal
https://assets.ctfassets.net/qnesrjodfi80/6TTooaLTJpT4Hae9NjdPyA/a2e254fff58431685c4ca04ff0467f56/Profits___Losses__The_Hidden_Signal___Worksheet.pdf

Lesson Plan (45 mins.)
Warm-Up: (15 mins.)

1. Set the stage by asking students if they have ever tried having a small business as a kid,
like a lemonade stand or car wash. Ask them the following questions:

o What did they sell?

o Did they have to spend money on any supplies?

o What was the final result? Did they earn money, or did they lose money?

2. Introduce today's vocabulary by writing terms on the whiteboard and giving a quick
definition for each. Ask students to write these down on a note-taking page. (Profit,
Loss, Incentive, Signal, Resource Allocation, and Government Intervention.)

3. Transition to the concept of profits and losses. Using the example of a lemonade stand,
explain the following two scenarios by portraying them on the whiteboard:

o Scenario 1: A lemonade stand sells 50 cups at $1 each, bringing in $50 in
revenue, but spends $40 on lemons and sugar. The total profit is $10, which is a
reward for doing things right. When you make a profit, that creates an incentive
to continue doing things right.

e Revenue: $50 (50 cups sold at $1 each)
e Costs: $40 (lemons, sugar, cups)
e Profit: $10

o Scenario 2: A lemonade stand sells 20 cups at $1 each, bringing in $20 of
revenue, but spends $40 on supplies. The $20 loss is a signal that resources are
being misused or wasted, and the owner needs to rethink how they are allocating
their time, money, and supplies.

e Revenue: $20 (20 cups sold at $1 each)
e Costs: $40 (lemons, sugar, cups)
e Loss: $20

4. Highlight the key idea that profits act as incentives, rewarding businesses for managing
costs efficiently and meeting customer needs. Losses, on the other hand, serve as
signals that something isn't working and that changes are needed to improve efficiency,
resource allocation, or customer satisfaction.

5. Ask students to problem-solve ways that the second lemonade stand could run
differently to avoid losses. Possible solutions:

o Lower costs (find cheaper lemons and supplies)

o Sell more cups (improve marketing or find a better location)

o Raise the price (if customers are willing to pay more)

6. Now apply the concept of government intervention to the lemonade stand in Scenario 2.
Explain that if the government steps in and gives the owner $20 every day to cover their
losses, that is similar to what the government does when a company fails and needs a
bail-out. Ask students:

o What happens if the stand doesn't have to worry about losses anymore? Will they
be motivated to change their business practices?



o If the government helps every struggling lemonade stand, what might happen to
the supply of lemons and sugar?

o How might the government raise funds to cover the costs of the failing lemonade
stands?

7. Before showing the video, summarize the concepts introduced in the Warm-Up. Explain

that in a market economy, profits and losses don't just affect individual
businesses—they're like a compass for the whole economy. Profits motivate businesses
to meet customer needs efficiently, and losses warn them to make changes. But when
governments step in to prevent losses, it can throw off this balance and lead to wasted
resources.

Explain why this matters to students. Understanding how profits and losses work helps
students see how businesses make decisions and use resources like time and money
efficiently. These principles influence the goods and services they rely on every day, as
well as their future roles as workers, consumers, or entrepreneurs. This lesson
demonstrates that hard work and smart decisions are rewarded with success, while
setbacks like losses provide valuable opportunities to learn, adapt, and
improve—concepts that can be applied to nearly every area of life.

Watch and Apply: (15 mins.)

7

Tell students they will be watching CaSh CourSe: Profits & Losses: The Hidden Signal.
Instruct them to pay close attention to the five key concepts: profit, loss, incentive, signal,
resource allocation, and government intervention.

The video also touches on two supporting ideas: scarcity of resources and competition
in a free market. Ask students to jot notes down about these two ideas as well.

After watching the video, hand out the worksheet for students to complete
independently or in pairs.

Review the worksheet together as a class, asking students to share their answers and
reasoning. Use this time to clarify any misunderstandings and reinforce the key
concepts. Encourage students to ask questions or share additional examples from their
own lives.

Wrap-Up: (15 mins.)

1.

Summarize the key points of the lesson:

o Profits and losses act as a compass for the economy, guiding businesses to use
resources wisely.
Incentives motivate businesses to innovate and improve.
Signals from profits and losses help businesses identify what's working and what
needs to change.

o Scarcity of resources ensures that businesses must use their time and money
efficiently, and competition drives innovation and better outcomes for
consumers.



o Government intervention to prevent losses can disrupt this balance and lead to
inefficiency.
2. Exit Ticket: End the lesson by asking students to answer this question on an index card
or on the back of their worksheet:
o How do profits and losses guide businesses to make better decisions? Give an
example from the video or your own life.
3. Collect the responses and completed worksheets as students leave to check their
understanding and encourage them to reflect on the lesson.

Don’t have time for the full lesson? Quick Activity (10-15 mins.)
Distribute the worksheet and allow students to complete it while they follow along with the
video. Or, have students watch the video at home and use the worksheet as a quick quiz the
next day in class.
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