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Teacher Instructions
This resource is designed to introduce the concept of price discrimination in a fun,
experimental way.

The experiment works with any size of class from 7 students upwards (although it
does tend to work a little better with larger groups). The experiment is likely to take
around 40 minutes, including follow-up discussion time.

In this activity, some students take the role of manager at Papa’s Pizza, whilst the 
remaining students take the role of pizza-purchasers. There are three rounds – round
one does not allow price discrimination, round two encourages price discrimination,
and round three explores the outcome if “resale” or “arbitrage” is allowed.

Teachers should simply follow the instructions below to run the experiment.

Getting Started
1 Split students into groups of 7 or 9 (you could use additional students as the

“scribes”, keeping records of the activity for later discussion, if you need to 
make the numbers work out). Each group represents a branch of Papa’s Pizza. 

2 In each group, allocate one student to be the manager of Papa’s Pizza

3 Give each student remaining in the group one Price Card. There should be an
equal number of Red Price Cards to Green Price Cards in each group. Tell 
students that this card represents the maximum price that they are willing to pay
for a hearty slice of Papa’s Pizza. At this point in the game, make no mention of
the fact that different students have different coloured cards. 

Papa’s Pizza



In this activity, we are going to explore how prices are determined. You need to work with the
group to which you have been allocated. 

Those of you holding a price card, look at it and keep the number on the card to yourself. This
number represents the maximum price that you are willing to pay for a slice of Papa’s Pizza.
You cannot pay more than that price for your pizza slice.

Those of you without a price card, you have been allocated the role of manager at a branch of
Papa’s Pizza. It is your job to decide on a price for a slice of pizza. The cost of producing each
slice of pizza is £1 (that is, you marginal cost is constant at £1). 

(Teacher Option – if you like, you can announce to managers at this point that the price they
choose must be between £2 and £10 – but it can be more fun to let them work out the range of
prices).

Sellers – you must announce a single price to your group of pizza-eaters. Prices must be whole
numbers. 

Pizza-eaters – if you want to buy a slice of pizza at that price then you must raise your hand. If
the price announced by the seller is lower than your maximum price, there is no obligation to
buy – it’s your choice. After each round, make a note of whether you bought pizza or not, and
the value of your consumer surplus.

We will play according to these rules 4 or 5 times. After each round, we will record the price
(using the table below, projected onto the whiteboard).

Stage One – table of results

STAGE ONE

Group Round One Round Four Total
Profit

Round Two Round Three



Papa’s Pizza now has a policy that allows managers to use price discrimination in order to 
increase profits. The managers of Papa’s Pizza can now charge different prices to those with
Red Price Cards and those with Green Price Cards. 

The managers will announce two prices – a price for Reds and a different price for Greens.
Only Reds can purchase at the Red Price and only Greens can purchase at the Green Price.

Reds get to go first in each round.

Results from Stage Two will be recorded in the table below.

Stage Two – table of results

STAGE Two

GroupRound

1

Red Total
Profit

Green

2

3

4



STAGE Three

GroupRound

1

Red Total
Profit

Green

2

3

4

For this stage of the activity, the managers at Papa’s Pizza are going to continue to offer 
different prices for a slice of pizza to Reds and Greens, and Reds will still get to go first.

However, for this stage of the experiment, Reds can now sell their slice of pizza to a Green
buyer, after the seller has announced the prices for both Reds and Greens. 

Greens can choose whether to buy directly from Papa’s Pizza, or from a Red player. Remember
that each person can only buy one piece of pizza.

Reds – in this round, you may buy a pizza slice at a higher price than is on your card – but 
you need to be able to sell it to a Green for a price at least equal to what you paid for it, or you
will make a loss.

Results will be recorded in the table below.

Stage Three – table of results



Follow-Up Discussion Questions
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Buyer Notes Sheet

Round

1

2

3

Price Paid Earnings (Value on Card – Price, or zero if you did not buy pizza)

4

Stage One

Round

1

2

3

Price Paid Earnings (Value on Card – Price, or zero if you did not buy pizza)

4

Stage Two

Round

1

2

3

Price Paid Earnings Either:
1 Value on Card – Price
2 Zero if you did not buy pizza
3 Price sold – Price paid (if you engaged in resale)

4

Stage Three

Now add up your total earnings and write the figure here:



Seller Record Sheet

Round

1

2

3

4

Stage One

Now add up your total profit and write the figure here:

Price Quantity sold Total revenue Cost per unit

1

1

1

1

Total cost Profit

Round

1

2

3

4

Stage Two

Red price Red quantity
sold

Green price Green
quantity sold

Total 
revenue

Cost per
unit

1

1

1

1

Total cost Profit

Round

1

2

3

4

Stage Three

Red price Red quantity
sold

Green price Green
quantity sold

Total 
revenue

Cost per
unit

1

1

1

1

Total cost Profit


