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1 Course Background

The course assumes that macroeconomics and microeconomics consist of product and factor markets. Players in these markets could play the roles of consumers, manufacturers, governments. Among them, product markets include consumer goods market and raw material market. In this game, appliances and automobile manufacturers represent the consumer goods market, steel manufacturers represent the raw materials market, and government and consumer teams control the supply of factor markets.
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The class is divided into 8 teams: 1 government and consumer team(elected, no separate team)+2 automobile manufacturers teams+4 home appliance manufacturers teams+2 steel manufacturers teams(Each team consists of 6-8 students, therefore it can accommodate 60-70 students for practical training).

The manufacturers' team consists of the General Manager, Production Director(production price theory and equilibrium price theory will be applied)、Financial Director(cost theory will be applied)、Marketing Director(price elasticity in demand theory will be applied)、Purchasing Director（supply theory will be applied）、Human Resource Director（labor supply theory will be applied).

The government judge inflation and economic cycles based on data such as the variation of price in product and raw material markets and GDP, and adopt fiscal and monetary policies accordingly. Automobile manufacturers and home appliance manufacturers purchase raw materials from steel manufacturers. When the automobile and home appliance industries are affected by regulation, it will affect the boom of the steel industry at the same time.

2 Market operation and macro-control rules

2.1 Manufacturer production rules

	
	Automobile Manufacturers
	Home Appliance Manufacturers
	Steel Manufacturers

	Unit steel consumption
	10 tons of steel / 1 car
	1 ton of steel / 1 appliance
	10 tons of iron concentrates / 1 ton of steel

	Production line land
	100 acres/

production line
	100 acres/

production line
	200 acres/

production line

	Investment per production line
	$10 million


Each production line's capacity is increased by putting in the workforce increasingly, paying large amounts of overtime (up to 40% overtime), and improving technology. The production line depreciates by 5% per year and the capacity decreases by 5% per year.

Technological improvement decision rules: $1.5 million and $0.9 million per production line will result in approximately 20% and 10% capacity expansion for all subsequent years. Each newly built production line can only be technologically modified once, and make an effect at the same year.

The production lines can be sold to the system at net value.

2.2 Steel prices

Imported steel just now need to book a year in advance (the deposit is 100%), otherwise the price of stock is more expensive. The CPI affects the national exchange rate and further influences the import price of steel for the following year, and the teacher announces the spot price of steel imports for the current year at the beginning of the year.

Companies can stockpile and buy and sell steel from each other.

Due to the production cycle, steel companies can only sell steel from stock, and produced steel can only be sold in the next year. Please note: At the end of the final year, the appliance and automobile companies should keep at least 10,000 tons of steel and the steel companies should keep at least 42,000 tons of finished steel in stock to ensure fair play (both can import steel), with a penalty of $0.3 million per thousand tons for any shortfall.

Note: All inter-group transactions need to be traded online, automatically aggregated by the software back-end, no pointing transactions, and traded at mid-price, once every 2 minutes.

2.3 Supply curve of each factor resource

All iron concentrates are imported, and the higher price is given priority in supply.

Labor supply: workers will strike if real salary fall below 5,000 dollars. The total labor supply curve backslides. The higher the real salary of a single firm, the more workers it can recruit, and the lowest salary will have a small number of workers. Note: The real salary are related to the CPI, and the number of workers is subject to rebidding each year.
Land Lease and factory supply: Starting from the second year, land supply can be increased each year for four consecutive years through land consolidation. In each year, the government can decide the actual amount of land to be supplied in the current year. The land will be supplied by auction system every year, and the one with the highest rent will be given priority, and the same price will be obtained in the order of submission. The government will confiscate idle land without production lines at the end of the year. The rent of the land that has been bid is based on the bid price of the year and is paid annually.

Supply of loan-able funds: loan-able funds come from consumers' savings (from total consumer disposable income - consumer spending). In a recession, the government can implement quantitative easing policies (i.e., the Federal Reserve can provide credit to banks by buying Treasury bonds) to provide loan-able funds and repay the interest on Treasury bonds. All loans are for a three-year term and cannot be repaid early. Those with higher interest rates are given priority in obtaining the loan, and those with the same interest rate are granted the loan in the order of submission. The current interest is paid upfront at the time of the loan，interest in subsequent periods is paid at the beginning of the period, and no interest is paid on the loan at maturity, only the principal is repaid.

2.4 Total industrial demand and order bidding rules

（1）Total demand in the appliance and automobile industries is related to the average selling price of firms. Advertising will direct consumer preferences, which causes a shift in the demand curve. Government subsidies also cause a shift in the demand curve.

From the second year onwards, a positive CPI leads to devaluation of the national currency, stimulating exports.

（2） The company's orders depend on the brand effect and the offer. A positive CPI leads to a depreciation of the currency and a consequent increase in the ceiling price.

Brand effect = 0.85th power of current year's advertising cost + previous year's sales * 0.05

· The greater the brand effect, the more orders；

· The lower the price quoted, the more orders； 

The range of each company's offer should fluctuate between 0.5-1.5 times the average price of the year, and offers exceeding this range are considered invalid and will not result in orders. (Note: Due to the existence of price regulation and invalid offers, the sum of orders received by each company is not equal to the total theoretical demand of the industry)

All orders should be delivery at the end of year. All orders not delivered during the year will be voided and a penalty of 20% of the undelivered order. No joint bidding of orders is allowed, but products can be transferred between companies.
2.5 Business Regulation

The annual salary paid by each company to its executive team (recorded as overhead) is: $1.5 million.

Actual maximum credit amount per year for each company = 3 times of net assets of each company in the previous year - bank loans in stock (excluding entrusted loans and usurious loans)

When a company has no money to repay the loan, pay salaries or pay administration fees or VAT, it will take a mandatory usurious loan (20% annual interest rate) to repay the loan (which is provided by the system).

Warehousing charges (warehouse and porters' wages) shall be paid for all inventories at the cost of raw materials *5%.
2.6 Government Responsibilities 

Half of the annual government revenue will be used for government procurement, and the other half will be subsidized to various companies to boost the economy. Government subsidies cannot be targeted at a particular industry or a particular company, but must be applied equally.

The additional money issued can only be used to increase loan-able funds, not for government purchases.

 When running for government, each group is required to meet benchmark targets. Higher targets may also be set, and those who outperform the benchmark by a greater margin will be elected to government. In order to prevent extreme values of individual indicators, if GDP or gross personal income exceeds 1.3 times the average campaign value, or if CPI or unemployment rate minus the benchmark value exceeds 1.3 times (average campaign value - benchmark value), the indicator is invalid.

If the campaign indicators are met, you can score 5 points for each indicator, if not, no points for that indicator. If there is a fiscal deficit in the second year, 1 point will be deducted for every 0.3 million; from the third year onward, the fiscal deficit is allowed to reach 5% of the previous year's nominal GDP, and if it is exceeded, 1 point will be deducted for every 0.3 million. No negative score will be given until the macro policy score is deducted.

Groups not elected to be government can analyze and forecast macroeconomic indicators for each year, and score 5 points for each indicator if the forecast value differs from the actual value by ±2% or less, otherwise, no points will be awarded.

2.7 Special Notes

The average cost method is used for both raw material cost and finished goods cost.

Macroeconomic indicator forecasting, appliance and automobile order bidding, loan bidding, land bidding, iron  bidding, and labor bidding are conducted only once a year.

Iron ore could be trading between steel manufacturers, home appliances could be traded between home appliance manufacturers, cars could be traded between automobile manufacturers, and all manufacturers can trade steel and money between them, all trading at their own prices. However land, production lines, labor, and orders are not tradable between each group.

Page 7 of 7


