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unit I.

Students sarll:

1. “xplein why the study of economics s lmportant to a person
in the various rolec he plays in 1life.

2. Identify scarcity as the basic economlc problem of every

soclety.

3. ‘“numerate the two interrelated condlitions which rlve rise
to the fact of scarcitys uwminkind®s unlimited demand for
~oods and services, and soclety's limited resources
nvailable for the production of ..ocds and services.

4, rxplain tie procedure used by economists In their study of
economics.

5. 1o develon a testable hypothesis in the area of macroeconomic
theory or policy.

o

b.

Bz aktle
tence,

3e able
ing; and
Be oble
statist

to define the teria nyonothesis in one sen-

to maize »n oatline of the stevs in formulat-
testing .. hypothesis.

to defire the term correlation, as used in
ics, in cne sentence; be oble to distinguish

simple from .ultiple correlation.

e ble

to mcre a one sentence :croveble hypothesis

st ‘terent in the area of wacroeconowic theory or

policy.
e ahle
onomics
content

to take a sclentific article fror on ec-
journal and writc an essay based on the
of the journal article followinz tne out-

line below:

1)

2)
3)

4)

5)

First paravraph contaline nypothesis stoatemont,
identification of independent and dependent

variahles ansd tianelr definition.
Second parasraph cont~ins a description of

t1e expected cause anl effect relationships.
Third paragraph contains the theoretical
(lozical suwsort for the hypothesis includin

quotations from authorities.

Fourth naragroph contains the identiflcation
of other possible independent variables that

could determine or affect the dependent
variable.
Tifth paragraph contains a statement as to the.

type of empirical method which is used to
test the hypothesis.
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f. Using yrur hypothestis stortement develooed in (d)
nbovae e o wasls, write »n five paregraph essay
folloting tn: outline in (e) above., (lioter for
part 4), ~t least three othier poszible independent
varinblcs should be identified.)

6. lc collect and evaluate usable quantitatvive data wnich would
he uvsed to test thne hypothesis. ;

», be able to distinmuish tim~ serles from cross-~
sz2ction date ani know streniths of each tyne,

b. 1’ nble to define the following stutistical concepts
related to regression (correletion) analysis:

confidelnice intervals or limits.
co=-variastion

serial correlation

statistical sipgnificance of results
coefflcient of ‘eternination or exnvlained
varintion.

U £\ o+
e e e

c. 82 able to define and “c¢scribe the "idesl? data set
for esch of tha councents contained in your hypothesis
st~tement.,

d. Be able to precisely definz the several deta series
ectually aevnlilable to neasuvre the concepts contained
in the hynothesis statement,

e. Be rble to suggest some additional ‘proxy® series
viich wmay serve in place of ‘‘ideal,” but nonexistent
serlies,

7. Differentiate betwveen econouic volicy 2nd economic analysis,
Illustrate e-ch,

8. Evolain why econonics 1s considered a socinl science and how
i1t is relnted to other soclal sciences.

9., D2fince » nodel as uszd in business and econocuics.
10, Deccribe the danrers involved in usin» molels,

11, “xplain and illustrate the concent “other thinss beinz equal
or cecnstant.”’

| 12, Constiuvct o rraph 2iving » schedule of values,
; 13, List the economic ~osls of Americen Capitalism.

L 14, List anc explain at least eizht pitfalls encountered in
derivirg and ao:lyin: economic principles.

15. Draw and explain the pnroduction possibilities curve.




1A,

17.
18.

19.
20.

22,

23-

24,

25,

26,
27.
28,
29.
30,

Given a vroduction possinhilities schedule, students shall
construct » productioi possibilitics curve and ldentify:

a. any noint below the curve as a level of output where
tirere are unemployed resources,

b, and voint above the curve as unaottainable for 2n
econontyy “ith its nresent gquentity and quality of
productive resources,

c. any move along the curve as involvin~ «iving up
units of one tyne of good in order to soin vnits of
another type of _cod,

d. any uowerd shift in the curve as representin, an
increase in t1e quantity an'/or quality of productivc
resources,

List and explnin the Five Fundamental csconomic Questions.

sxplain how other economic systems onsuver the Five Fundamentnl]
Questions.

List the categories of economic resources.

List and define the four factors of production (land, labor,
capital an” entrepreneurship).

Given o problem involvin. limited resources and alternative
uses for these resources, students gshall demonstrate the need
for ccononizing.

Differentiate hetween real (opportunity) cost ~nd money costs.

Identify the reel cost of producing more vnits of a product
as the alternative vroducts forezone.

Distinguish betreen capitel goods (nan-made resources used in
the proditction of other goods and services) and consumer goods
(products and services used directly to satisfy humen wants).
Differentiate vetween production and productivity, enumeratiqj
that the former refers to the creaticn of goods and services
which satisfy human wants and that the latter is concerned
with the rate of output per uvnit of input.

Explain the law of increasiny cost,

efine econorics,

Describe the hasic economic problem,

Zxplain what is meant by "econorizin~* our resources.

R:late the production prossibilities curve to other oennoimlc
systens.




Ls,

Mfferenrinte Hetwenr une, Loyed ~nd underemployed,
Dafine laiscez=-nire.

Exploin optimws: nroduct-nis and exnlain why it is not purely
a problen of econowics,

Define Yentrepreneur”® an' :ive the functions of the eontre-
preneur.,

List an® explain the characteristics or institutions of pure
cnpltalism.,

Identify coi:petitic, the profit motive, ~nd market prices
as the essential el ~wents of a maret system,

Differentiate hetween merket ond comuand economic systems,
recornizins that the latter is characterized by the allocation
of resources accordinm to an economic rlan developed by some
controllins a~ency.

I7entify consumer demand as the major determinant of the tyne
nd quantity of goods oroduced in o market system,

Identify economlic -fficiency in production of goods znd
services ~s the lecast cost combinntion in terms productive
resourceés required.

Identify profits as the basic incentive for effecient pro-
ductlion and as "he reward to entreprecneurs for respondin. to
consumer demrands.

gxrlain vy the dlstributicinl of Income denends on the amcunt
an” productivity of recsources owned by individuals.

Analyze anc list th: effectc of incrersed consumer spending
for a particul~r product,

Identify increased »roduction rrom a 3iven quantity of pro-
ductive resources as the loglical consequence of improved
technology.

Compare and contrast the current U.S. economic system to a
“pure’ market system in terms of competition, free market
prices, and movernment expendituresand control.

Identify the major function of the entrepreneur as organizing
the other factors of »roduction in the most efficlent manner
to produce those goods demanded by consuvmers in the market
rlace.

Identify an uncqunl distribution of incouwe asalogical con-
sequencec of the rarket svstem,




L7,

Lg.

Lo,
50,
51.

52,
53
54,

55.

56.

62,

63.

6l

65.
F6,
67.
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IYentifry ccipotitloa 2 self-interesct o0 the m-Jor oryrnizer:
in 2 mryvet cyctem,

Identify th2 real cost of a junicre collerse educ tion as the
errnings ~nd lelsure tiuwe nctivities fore/ one.

Explain hov cur aodern cavitaliss differs from pure canitalism.
Define mixed capitalism,

List nd exnloin the characteristics or institutions thet a-
essential to all modern economics.,

Give an 1llustration of the asslication of speclalization,
Gilve three odvantages of speclilalization.

List and exnlnin, usiin. 1llustrstions, the functions of
money.

Identify the wmoney suoply cof the Lnited States -5 consisting
of coins, currency, and checking deposits.,

Recognize and identifly the functional utility of noney as a
medium of exchan~xe, a unit of account, »» store of value, and
a measure of value,

Given a list of money trans-ctions, students will be able to
ldentify the functional v¢2 of mcney in each situation,

Explain and illustrrte by & sketcn the circular flow of wealth.
Pe able to distin~uish between *he product and factor flows.
Define absolute and comprrative acvantope.

Relate siyecializstion to the efficient alloc~ticn of scarce
resnurces,

Differentiate between real flows and money flows i1 regard
to tne circular flow model.

Sho1 the effect of savinis and Wbusiness investient on the
cirwular flow,

Show the effect of taxes and government spending on the
cilrcular flow,

Sxplain "derand”? and “changes in denand.”
Zxplain “supply” and “changes in supply."”

Explain how supnly and demand determine uarget price.




83.

8k,

85.

86,

87.
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Exvlain the Interrelationchip betwaeer scarcity and sube-
stitution,

Lxplaln hov the price system ansgwers the five Fundamentnl
Questions,

Define "dollar votes" and consuviner coverzisnty,
Give the basic arguments for and og-inst the price systen,

Describe the mrnjor deviations of the price system of aneric-:
capltrlisn from the econoniist®s model price systam.

Define functional and rersonal distribution of income.

Describe how £he relative share of the functional cotemrories
has varied with time,

Differentlete hetween shsclute ont relative shares.
Describe how income 1s distributed arnon's households,
Describe hov relctive shares of personzcl income zoinz for
taxes, consumntion expenditures and savings has varied with
time,

Differentiate hetwcen {lows rnd stocks of personal savincs,

Distinguish between durable and nondurable goods.

Explain the recson for gresnter variability in the demend
for durable :0ods than in the decand {or nonduratle ~oodls.

Differentirte between “pure capitalism® and “nixed cnpitalisn.”

Give and explain the functions of government that tend to
strentthen ant facilitate thie operation ot the price system.

Gilvre and explain the fanctions of -overnment that supplement
and modify the op=sration of the vrice system.

Differentiate betreen “social costs” and “privoce costs,
between "social revenues' and “private revenues,®

Differentinte betueen “7Aivisible” and "indivisible’ goods,
Give 1illustratlicus of each.

Describe the major obstacles that have a bearing on the
governnent?s effectiveness 11 carryins out its economlc
fuictions.

ixplain the fallacy of limited decislions,




88.
89.

101,

102,

103.

Distinguish riong i, »lent, eond industry.

Explain the ieenin, 20 single propristorship, nartnership,
and corvoration, Mu terms of nunoer of firms, cize of firms,
number of o'ners, ~nd the cxten! of the o:mersg liability for

debts of the firu,.

to the compony of common stocke-
preferred stockholders.,

the relationship
ond holders »nd

Descrive
holders,

the nobhgolute and
and taxction,

Describe relntive changes in government

snending

Give anr descriive the nnjor teov clossificotions of the
govelrnment sector,

Give and describe the major expenditure classifications of
the «ccverament.,

Be nahle to 1ist, explain and identify the maln clewents in the
U . S . budgct .

Be shle to distinsulish betweern tae crsh budset and the admin-
istrative budeet, tell 1thot e~chh is, 'ihat 1t contains, and how
it differs from the cther,

Give the mnjor sources of tax rceeipts of federal governinent
end idicate the relative ilaoportnnce of ench,

Give the major c~tenories cf expeaditures of the federal
government and tihe relotive laportance of erch,

Jefine “transfer paynents,
define, nnd wive the r-~tioncls for intergovernmeintal ronts,

Descrihe whot 15 weant hy nrosressive, resrz2ssive and pro-
portional taxes.

Distinguish between 'benerits received” and “'avility to pay”
principles of taxatlion. Give zn illuscraticn of ench,

Exnle in thy the hase used 1s important in deternining
wheth=2r taxes are progrescive, re ressive, or proportional,

Exnlain the meaning, of sihifting ond incidence of taxes,




Unit II

Se
Go

7

\O

10,

11,

e
0

13,

14,

15.
16,

17.
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students Chould:t

Define the four soc! ors 1. the ~conomy: (n) Dbusiness,
(v) rovernrent, (c) households, and (d) foreisn.

Exploin the neea for #nd vge of nrtionnl income accounting.,

ifepeat and briefly explain the four rensons why e uearure
GNP: () to find out ~here e are, (b)) to find ot er
ve are coing, ~nd ho fact (growth), (c) .o f.nd ovt how * -
comprre tc cther cconuuies, »nd (d) to (<teraioe hot best
to lead tic 2cconony.

Define rosc naticnnl product,
Identify the components of mn cnlculnte nntion~l incone,
Identify th2 couponents cf and calculnte net n~ticnal product

Identify the comnoner

entz of rnd c~leculate gros: nationnl
rroluct using boti t-

> iacrne ~»n’ nroauct flous,

Distivrulsh between S¢ twe approaches in deterninine the Gi

Cnlculrte the ros: nationnl product given viic vorlous
expenditures,

Keneat the G P equntion for the fcur tyres <f expenditures

~n! HYe n .1~ to define ench) of the soctor: il vhat 1t include-

Gl!P = C + 1'(,+G+ Rl

Dafine ¢ ch cnte .ory of expenditures,
Distinguisy betuel 'ruvss pnd net private Jdemestic investment

Differentinate hetween the meening of the terms investoent ne
used in cconomics onl ns usea in {laance,

Descrivhe the effect of coangers in inventories on investment,

Define enca national income accoun. makiny up the -ross
national wnroduct.

Calculnte th2 vorious notional incorme nccounts piven the
valuzs of the vorious cowponents,

Define the various iuconie nnd non=inceae catecories used in
the incoiie appronch, 1a notional incone nccounting,



18.

19,

20,

21,

2G,

List »nd “afine the fov oor eoterories of imputed volues
inclus > in GIPy (o) ient, (b)) Waces (in kind),

(¢! Frw concuwirvtion, and (d)  Veluce of services of financial
institntions less interest tirconn of bonko,

Brealr the GUP '+ into sub-nceounts piven the values of the
vorious conponents,

Exploin why national incore accounts must be adjusted feor
pricc chanpges,

The student 1111 understand whet a price deflator {st

(n) Be able to give cn eranple of 1t (formula and ver--11y
(») Be ~nle te anurly A price deflator to a firure, wd

(c) e rble %o compute a price deflator fro- nrice dnta.

Cnlculate n price index 7iven relevent datn,
Adjust GU'P for chrnres {7 orice levol,

Zzplein the meaning of "double countins® in calcnlatin., the
cutnut of the ccononmy.

Define nen productive trousacticrs 2ad ct-te uny they sre
eveluded [ron the GhiP.

Be able to list ond definc the 6 mnjor caterories of things
left out of mensured Gi'P: () ion-uarket trans-ctions,

(b) Valve of leisure, (c) iwmproved product guality,

(d) Capit~l =oins ondlesses, (c¢) 1ransections in existing
snois, ~nd (f) silegrl transactions,

Describe the anjor shortcomiizs of the SKP as a measure of
nationnl econemic —'rli-hein-,

Describe the relrtionships betveen spen”ing, emplovment, and
price laovel,

Describe the effect of ann incre e in the demand for ~oods
Al services arin o pericd of unenmplovment,

Distincuish betwe:n hottlenec! inflatiorn andjpur2 or ‘em nd-
pull infl-tion,

Define "infletion i1 "leflation.”

Sxnplain the effects ¢f inflation on the 'fstribution of cur-
rent ineccme,

Explatn the effects of inflation on the c¢istribution of
vaalth (3.c., nceunmulated savings,)

Define hyperinflntion,




39.
Lo,

b1,
L2,
L3,

Wy,
L5,

L6,

L7,

Le,

Lo,

50,

51.

52

53,

-10-

Wirite an nanolysis of the effect of serious deflation or
unempl oymen®, include o discusslon of hoth economic and non-
cconomic costs, |

Define croeeping inflation and give the wmejor arguments for
and ~gainst 1it, |

Nome and describe tle phac~. of the husiness cycle. J
Give o brief history of lraisiness cyules since World lar I, |
include the contributory events attributed to the major nyclcs. {
State the major business cycles theories,

Describe the three major types of husiness cycles as to the
length, severity, and cause.

Stnte briefly Say®s Law,.

Explain how the fallocy of composition undermined classical
economic theory.

; |
Contrast the classical sand leynesinn cconoicics. 1
Define private investment expenditures.

State the deterninants of investrent spending and briefly
explain how each effects invzstment spending.

1
Giveun savings oni ilnvestrent schedules, construct savings and
investment graph.
|
Given 2 change in the savings schedule {(cither incre~se or
decrease) indicate the chonge on the graphn instructed ahove,

Give the major reasons for Iinstability of investment and a
brief exnlanotion of each,

Be able to explain the difference between induced and autonoisvs
spending.,

Be ahle to identify sautonomus factors that influence invest-
nent spendinqo,

Be able to identify incore as the lmportant factor determining
the level of consumption spending.

Be anle to identify the pLropensiiy to consume ziven an income
and consunption schedule,

Be 2ble to identify and explain the r.rpginal propensity to
consuile given 2n income and investment schedule.,

~,

2




55,

56.

ry
{ o

59.

0.

61, L]

62,
63,

6l

66.

67,

68,

69.

70.

71.

-11-

Be able to identify totsl investment spending plus total
consumer spending as ~ggregate demand, assuming there is no
government,

Be able to identify investment as an injection int> the in-
core flow,

Be able to icentify savings as a leakage from the income fluw

Be able to identify equilibrium income where savings and
investment are equsl,

Be able to 1ldentify equilibrium as the same gross nationsl
product.

Be able to explain t1e Immediate effect on income when new
autonomous investument is injected into the income flow.

“iven the marginal propensity to consume, be able to explain
how new spending injected into the income flow can have a
multiple effect on the level of incone.

Be able to identify 1 divided by 1 - mpc as the formula for
tinding the multinle effect,

Be ahle to calicul-te the multiplier given the mpc or mps.

Given the mnc and a2 change in spending, be able to calculate
a neu level of equilibrium income.

Explain the relationship of consumption exzenditures and
suvings to disposaxle income.

Construct a graph of a consumption-saving schedule.
Define the consumption function and the savings function.,

Define the average propensity to consume and averasge pro-
persity to save,

Glven a consumption schedule, determine the marginal pro-
pensities to >onsume and save.

Given a savings schedule, determine the marginal propensity
to save,

Explain the purpose of the 45° curve used in conjunction with
the expenditures curve,

Distinguish hetween, and illustrate on a graph, the effect of

e change in the amount consumed and s change in the con-
sumption schedule,
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72, List ~ni explain the non-income determinants of consumption
and saving.

73. Define the equilibrium level of NNP.

74. Given aggregate demand and aggresate supply schedules con-
struct a graph and indicate the eguilibrium level of NNP.

75. Glven egavings snd investment schedule construct a graph snd
indicate the equilibrium level of NNP,

76. Distinguish between planned investment and actual investment.

77. Given any marginal propensity to consume, or save, calculate
the multiplier.

78. Using the multiplier, calculate the change in equilibrium
income as & result of a given change in aggregate demand,

79. Using the multipllier, calculate the changes in ejuilibrium
income as a result of a given change in investment; a gilven
change in savings.

80. Lxplain the significance of the multiplier effect,

, 8l. ©Lxplain the accelerator principle.

82, Explain the cause and significance of the up-sloping ir-
vestment curve.

83. Explain the effect that the accslerator principle, or induce?
Investment has on income,

84, Describe the effect of the multiplier and accelerator during
periods of revival or expansion and during periods of con-
tortion of the conony.

85. Explain and demonstrate, using a grapi, the paradox of thrif:

R6. Show on a gravh and explain the meaning of the deflationary
Fap.

87. ©&Show on a graph and sxplain the meaning of the inflationary
8apPe

88. Explain the effect on the economy if householders attempt to
increase thelir rate of savings during a period of recession.

£9. Show the relationship between the level of emnloyment and
changes in the amount of spending.,

90, Define Fiscal Policy.

o




91.

92,

93.

ok,

95.

96.

27

98.

99.
100,
101.

102,

103.

104,

105,

106,

107,

-13-

Be #ble to distingusih between the two anti-cyclicnl devices
nonetary and fiscal policy.

Be aware of the two facets of fiscal policy -- expanding or
contracting spending in the public sector or in the private
sector through raising or lowering tax rates.,

Be able to differentiate between discretionary fiscal policy
and built-in stabilizing fiscal policy.

Understand that an incresase in novernment spending has a
multiplied effect on the economy as does an increasein in-
vestment.,

™

Describe the responsibility given the Federal Government as
result of the "mployment Act of 1946,

Understand that it is only c<ince 1946 that the government hac
been officially committed to maintaing full employment and
price stability.

Shouv on a graph, and calculate using the multipliler, the
effect of chonges in government snending and zovernment taxes
on equilibrium incone,

Demonstrecte, using a graph, the effect on an increase, and
a reduction, of personal incowe tax on equilibrium incore,

Define discretionary =and nondiscretionary fiscal policy.
Explain the balanced budget multiplier.

State the two fiscal powers of the government that are the
basis of its fiscal policy.

Describe the use of fiscal povwers against recessions and
unemployment,

Glve 2nd explain the major tools of nondiscretionary fiscal
policy.

Explain the meaning of buillt-in stabilizers in relation to
nondiscretionary fiscnl policy.

State various expenditure policies that might be used to
counteract unemployment and describe the merits of each.

Stete and explain two iuportant problems connected with the
us2 of fiscal policy.

Explain the effect of tax cuts vs incrcased spending in
counteracting uncmployment,




108,

109,

110,

111,

112,

116,

117.

118.

119,

-14-~

Describe some of the uajor practicel problems to stabilizing
the cconomy.

Explain the problems of timing and politics on short run
flexibility.

Explain the unemployment-inflation dilemma via aggregate
supply and demand (total spending on vertical real output
on horizontal),

Realize the trede off probler between price stability and o
high level of employment represented by such devices as the
Phillips curve so that lie renlizes that fiscal policy must be
tempered by where one wishes to be on this trade off.

Have a realization that the basic obstacles to discretionary
fiscal policy effectiveness are political rather than economi
- 1.e, ralse taxes in an election year.

Understand that to carry out discretionary fiscsl policy the
government must unbalance 1ts own budget to balance the econo:

Realize that the effectiveness of fiscal policy depends upon
a correct enalysis of where the economy is on the economic
cycle.

Distingulsh betwesn the two types of automntic stabilizers
personal r=nd corporate income taxes and :overnnmnent transfers
and subsidies an? describe how they nitigate fluctuations in
the econony,

e able to criticrlly appraise the relative advantares of the
use of tax rate nanipulation and governiaent spending change t:
bring a desired effect into the economy.

Realize that vecauvse of tae higher multiplied value of gov-
ernznent spendinz that a snending and tax rate increase of the
s~me amount will have an expansionary effect on the economy
and be able to correctly label this as the balscnced budget
multiplier.

3e 2ble to discuss the validities of the three theories of
balancing the builget ag the annually balanced budget, the
cyclically baloanced budnet and the budget balanced only at
full emnlcyment.

Be ~ware of the oroblems of fiscal drag and full employment
surnlus in the economy.

-~




120.

121,

123.

124,

125,

126,
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Gain a comprechension of wh 't 1s meant by the burden of the
debt, for lnst-nce:

(a) If the “e»t is growing but GNP is growing more
rapidly, the debt as & percentage of GNP is be=-
coming less and less.

(b) The burden of the debt is in terms of forezone pro=-
duction todey -~ not tomorrow as long as it 1is
domestically held.

(c) Private deht is rising more rapidly tlian public
debt.

Be aware of the disadvantares of a large national debt, for
instance:

(a) Destruction of srowth incentive if o lorge portion
of taxes mrst be used to pay the intercst on the
debt,

(b) Conflict with monetary policy if a lorge amosunt of
a deficlt is financed throuzh sale of bonds,

RHecognize the unstablizing effect of changes in government
spending due to externol involverent such as the Viet Nam war

Give and -=xplain the three hudget philosophies.,

wxplain the effects of annual =2nd cyclic~lly bal-nced budgets
attempts te control inflation ~nd deflation,

Differenti~te between internal =nd external debtor public
and vrivate debt.

State and descrihe seversl cominon objections to a large
national debt,

Give the events that 'ere the major cause of 2 large national
debt.

Explain the meanin-, of d=bt burden.
Give the major »dventares, if any, of a public deht,

Describe the relaticnsnin betireen the national debt and
GNP since 1630.
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Unit III

10,

11.

12,

13o

Students shovld:
Explain the functlons of money.

List different items that have been used for money, and to
explain the basis of U,S. money.

Distinguish between the two types of money we use.

Give the major classifications of U.S. currency past and
present.

Identify te desirable qualities of money in terms of
portability, durability, divisibility, acceptability, and
controlled issuance,

Be able to identify the three alternatives for money.

(a) Hold it
(b) To spend on zoods
(c) To lena or invest it

Be able to identify, justify and explain why people hold
rioney. (the answer rust include the idea that money allows
an indivilual to economize on the cost of exchange)

Be able to state and briefly explnlp the tihrce separate dee
mands for money.

(a) Treneactions
(b) Precautionary
(c) Speculative

Identify "value in exchonge® as weaning “purchasing power,"
or what money can buy.

Rlecognize that the physical form of money 1is of little
importance in determing purchaesing power.

Recognize that gold and silver hove 1little effect on the
quantity or purchasing power of the United States money
supnly.

Identify checking deposits =s beiny the most important form
of money in use in the United States todey.

Recopgnize that checking deposits have several advantages over
other forms of money in terms of convenience, security, and
record Xeeping.




14,
15,

16.

17.
18.

19,
20,
21,

22,

23,

24,

25,

26,

27,

28,

29,
30,

-17-

Distinguish Letween full bodied money and token (fiat) money.

Explain the uveanin~s of “redeemable® and ‘irredeemable" in
rezard Lo currency.

Define “near-monies.”
List the most common types of near-monies,

Be able tc define and identify or zive some examples of near
monies,

Be m~ble to define the term “money supply."
Explain the "backing” for our currency.

Be able to briefly define each of the following, including
some of thelr primary functions:

) Commercial bank

) Investment bank

) Lwutual savings bank

) Savings.and loan institution

Identify commercial bLenks as the financial institutions which
of fer checking account services,

Identify the Federal Reserve System as the government agency
regulating most comumercial bank activity,

Identify the purposes of the Federal Reserve System in terms
of controllinzg the suppiy of nmoney, providing cvrrency, act-
Ing as o system clearing house, auditing bank records, and
controlling credit conditions,

Recognize that reserves in excess of required reserves can
be used to extend credit and thereby create demand deposits.,

Identify the Fed®s ability to regulate the amount of required
reserves as a method of controlling the supply of checkbook
money or “emand deposits,

Explain the reasoninzg behind the twelve Federal Heserve Banks

Describe the structure and organization of the Federal Reserv
System.,

List and explain the functions of the Federal .leserve System,

Be able to list nnd explain the 5 functions of the Federal
I"eserve system,

Jol” nmewmber bank reserves

Furnisa currency for circulation

Clearing and collecting checks

Supervising member banks

Acts as flscal agent for the federal government,

PN N S s~
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31.

32.

33.

3“’.

35.

36.

37.

38.
39.

Lo,

L4y,
L2,
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Describe th= organiz~ticn and functions of the open-market
committee,

Describe the origanization and function of the Federal ad-
Visory Committee.

Given the following glossary of terms, identify the correct
definition for each term:

(a) Asset - property and claims ageinst others,

(b) Liability - claims others have against you.

(c) Check - a written order instrncting a bank to pay
money dravn on a deposit account payable on demand.

(d) Commercial Bank - a financial institution accepting
deposits transferable by check, and performing
other financial services,

(e) Credit - 2 sum added to an account through deposit.

(f) Devit - a charge against a bank account deposit,

(g) DemandDeposit = checking accounts payable upon
demand,

(n) Time Deposit - savings accounts which earn interest.
but are not subject to withdrawal by check,

Identify commercisrl bnnis as businesses concerned with the
savinz, spending, and borrowing activities of the community.

Identify lending with interest as the prime earning activity
of the comnrercial brnl,

Identify required reserves as that portion of demand or time
deposits which must he held idle, and crianot bhe used to
extend credit to those who want to borrow,

Explain what 1s meant by reserves, excess reserves, required
reserves,

Explain the meaning and use of fractional reserves,

Explain what 1is imeant by “check clearinz' and give the effect:
on te banlis involved,

Descrihe ho, and the extent, a commercial banizt can create
money.

Define densnd dencsits,

Distinguish betveen demend deposits and time devosits.
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L3, State the effects of the following trenssctions on a com=-
rmercisl bank®s balance sheet:

a) a commercisl bank making a loan

b) a cash deposit in a commercinl bank

) a deposit of a check drawn on another bank
; a denosit of o check drewn on the same bank

(
(
(
(
( the effect of a cash withdrawl. ‘

c
d
e
L4, Describe the function of the legal reserve requirement.

Ls, Given an increase or decrease in the percentare of required
rescerves that commercial banks must maintain, be able to
identify the impact of this change on money and credit con=-
dition,

L6, Identify a multiple effect of such a change on the entire
banking system.

involving the purchase or sale of assets (government sec-
urities) in the open market in orfer to affect the supply
of credit.

L8, Given eilther an open market sale or purchase of government
securities by the Fed, be able to identify the immedinte
impact on banl: reserves, and the multiple impact on the
banking system.

|
47, Identify open market operations as Federal Reserve activity |
|
\
1
l

\
La, Given such a chenge in the reserve position of commercial
banks, specify the likely effect on bank lending, the money |
supnly, ard interest rates. |

50. Explain the meaning of zdverse clearinz balmances and the
effect it has on ¢ bunk®s ahility to expend credit.

51+ Distinguish between tue functions of savings banks ~nd com-
mercial banks.

52. DExplain the money cresting powers of the bank system as a
: whole,

53, Given the reserve requirement, be able to determine the
q
amount of money the banking system can creante,

54, Give some causes of leskasges that danpen the money creating
potential of the commereisl banking systenm.

55. Ixplein hov the Federal Reserve Board carry out their check
cle~ring function.

56, Define monetary nolicy.




60.
61.

62,

63.

6k,

65.

66.
67 .

68.

69.
70.
71.

BExplain in general ho the Tedernl [leserve 1s able to effect
the level of employment and income.

Give a consolidated halance sheet for Federal ileserve Bonds,

Give 2nd explain the major "tool" of quantitative monetary
controls.

Explain the meaning of rediscount rate.

Identify the "discount rate’ as the interest rate the Fed
charges when commercial banks borrow reserves from the Fed.

Identify increesses in the discount rate as a signal that the
Fed would like to restrict credit, and decreases in the dis-
count rate as meaning that the Fed would llke to increase
the supply of credit.

Identify changes in the discount rate as having an =ffect on
thie cost of credit to all borrowers.

Be ahle to list and identify and explain the five major
weapons of the Fzderal Reserve in carrvying out the functions
of a central bank:

(a} Open Market operations

(b) Rediscount rate

(¢) Changine reserve requirements

(6) Selective credit controls (now only stock margin
requirements)

(e) Direct pressure or moral suasion

Given the three main policy tools of the Fed, identify the
descendinyz order of flexible ond effective usefulness to be
1) open market operations, 2) reserve requirement changes
3) discount rate changes.

Distingulish between quantitative and qualitative controls.
Trace the effect on the suprly of money when the Federal
Reserve buys or sells governient baxs from commercial banks;
fror individuals.

Explain how Heserve Benks® credit can effect the supply of
money.

Zxplain the meaning and use of Federal Funds,
Define qualitative monetary controls.

Give the major qualitative controls and explain how they
might effect the level of economic activity,




72,

73
4.

75,

76.
77.

78.

81.

82.

8l .

85.

2] =

Describe the effect of trensury ;zold tronsaction on the
supnly of money.

Describe the use "nd relotlve effectiveness of monotary con-
trols.

Identify monetary »nolicy as the Fed®s use of monetary tools
to affect credit conditions and therefore the level of totnal
spending in the econony.

Give the equation for the quantity theory of money. iV=Pt,
B8e able to define the variablesin the quantity theory of mone;

Be able to predict changes in any one of the variables of
the quantity theory of money given tne others,

Be able to 1list and explain the assumptions of the classical
model.

(a) Flexible waces and prices
(b) S8=I at a positive r,

Be able to explain in & paragreph hou our economy differs
from the classicnl model,

Be able to list and explain Keynes® major contribhutions
(departures from the classical theory)

(a) Consum»ntion function-multiplicr
(b) Liquidity trap-soeculrtive demand for money
(c) Inflexible wages and prices.

Identify the goals of monetary policy to be: price stability
economic stability and growth, and full employment of pro-
aductive resources.

Identify any of the followinpg Fed actions to be effective in
countering inflation: 1) raising reserve requirements,

2) sellins government securities, 3) raising the discount
rates,

Identify any of the followinim Fed octlions as being appropriat
to increase demand to counter a recessicn: 1) lowering
reserve requirements, 2) buying government securities,

3) lowerins discount rates,

Identify the main effects of monetary w»olicy on thz spending
conmponents of GNP, and its uneven impact,

Identify the limited effectiveness of monetary policy in
controllinyg the level of total spending in the cconomy.
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86, DBe able to idontify “he iaverse relationship wetucen the
price level an' the oHurehesning nower of Lioney.

87. IKnow and bhe ~bl-t to list nn’ explain the three means used in
this countrv t: zee¢ bhronks “gafe.”

(a) nesulaticn of bank formation ~nd activity.,
(b) Formation of the F:derrl :ieserve systen.,
(c) Government insurance of deposits.

88. Give some of the shortconings of monetary policy.

89, DBe able to give a brief summary of the record of the F, 13,
in 1tz ottempts to stabilize the economy durin: the 1730°s
and after W 11,

90. ELExplain what is meant by “moral suasion."

91, Be able to identify which of the gouls of monetary policy may
be conflicting o~nd briefly state why.

92, Glven siturtions where ~ny of the four goals of nonetary
policy nre not being achicves the student will be able to
identify the annoropriate monetary pnlicy tc pursue to achieve
the ohjective. (Chzonges inthe suprly of noney and/or
interest ratec, up or down,)

23. Glven chancing real output, be able to designnte the
appropriate monetery policy to nursue to mnintain a stable
price level,

94, Be nble to describe the way in uhich chan~es in the interest
rete will affect investment, and expl~in way this 1is so,.
(Investaent is exnlained in terms of a ‘lemond curve for
investment, wiich 1s neratively sloped.)

95. Summarize the theory >f employment grapiically, usin: the
asorepgate demand--pporesnte supply approach. ohow in deinil
how monetary and fisc:>l policies migut =»ffect the vi-rious
components of agzsrecate decuend,

96, Realize that increased -overnnent expenditures on ‘essential*
collective goods switches the emphesis from consumer to
citizen soverciypnty.

97. 2e able to identify criteria fcr a good tox system ast

(a) Justice

(b) Adequacy of vield

(c) Flexibility of yiecld

(@) Stability of yicld

(e) Neutrel in effect

(f) Low cost of ac:iinistrrtion

'-‘




98.

99.

100,

101,

102,

103,

104,

105,

106,

107,

108.
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Be conversant with different philosophies of administrating
the tax burden benefit recelved and ability to pey principle,

Be able to analyze various taxes as to the relationship be-
twvecen the tax base and tax rate and classify them as prog-
ressive, resressive or proportional.

Renlirze the problem of shifting and incidence of a tax the
person who obstensibly pays the tax may shift the burden to
someone clsge,

Be able to name and evaluate the major taxes from tnhe critera
listed nbove (personal i..come tax, corporate income tax,
sales, pronerty, spucinl-gas tax, etc.).

Be awarc of the fiscal plight of state and local governments
and suggestion for tax reforwn such as Heller's revenue
shering plen (the disadvantages of a tax system that does
not grow with thc economny).,

Be able to identi.v econo'iic growth as an lncrease in per
cepita GNP over time,

Given a 1list of econormic ovents, be able to identify those
which contribute to economic srouti,

Be able to correctly identify the changes that must take
place in the nation's naticnal output, rate of population
growth, and par capita output if a higher standard of living
is to take place,

Be able to identify per capita output mcasures in terms of
the nerticonal income accounts,

Identify the level of total spending in the econory as a
prime deteruinant of the level of econo.ic actlivity.

Identify total swnendin-s os a key determinant of economic
growth,
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Unit IV.

2,

3.

6.

7

8

9.
10.
11.

12

13.
14,

15,

16,
17.

18.

Student shall:

Define ¢conomic growth, and relate it to the production pos-
sibilities curve,

Distinguish becween real GNP and real per capita income, ancd
indicate the clrcumstances under which they are appropriate
measures of economic growth.

List and explaln the major reasons why @conomic growth is
Important,

State three problems related to measuring economlc growth,

Explain how “capacity" and capacity utilization have a bear-
ing on econoulc growth,

Differentiate between permlssive and lmplementing factors
of economic growth.

List four permissive factors and explain how thelr quantity
and quality affect zconomic growth.

List three implementing factors and explain how they affect
economic growth,

Define demand-pu']) inflation.
Describe cost-push inflation,
Describe structural inflation.

Expiain "productivity rule” as a policy to combat the new
inflation.

Describe the paradox of the "new inflution.”

Relate the production possibilities curve to the costs of
econonmic growth,

Economic growth requires some resource realloc~tion, Explain &
the meaning of this, and give an illustration,

Define structural unemplnyment.

Explain how strictural unemployment is related to economic
growth,

Describe the factors that tend to nreazte distressed areas,
arld explain why a growing economy alone may not resolve
the problem,
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19. Describe and evaluate some of the proposed remedies for
distressed areas,
20, Gilve arguments for and agalnst accelerating our growth rate.

21, List and explain three policlies necessary to accelerate our
rate of growth,

2¢ Give the meaning of social imbaiance.

23. [Explain why soclal imbalance 1s considered an economic
problem.

2L, Explain Yagner®s Law.

V]
n
[ ]

Gilve and explain the major factors that affect the expansion
of the supply of social goods.

26. Define "underdeveloped nations.”

27, Describe some of the problems involved in defining under-
aeveloped countries,

28+ Describe the viewpcint of mmderdeveloped nations and of
advanced nations toward the economic clrcumstances of under-
developed nations,

2¢, Hxplain the “vicious circle of poverty® and explain why it
is difficult to break.

3C., Describe the requirements necessary to break the "poverty
barrier.,®

31l. Be ¢£)le to glve and define the three stages of economlc
growths:s a) preconditions fur take-off, b) take-off, and
c) drive to maturity.

L

2. DBe able to glve ani explailn the necessary preconditions for:
] a) take-off, b) relatively stable govt, c¢) educable and
mobile labor force, d) control over population,

e) 1incentives for efficient work, f) entrepreneurial
talent, g) cepital (savings), h) natural resources.,

33. D[xplain the meaning of critical minimum effort.

34, Lxplain the azaning of “population explosion® and how it
affects underdeveloped countries economically.,

35. Explain “take-off" as it relates to economic growth of under-
developed econoules,

36, Explain the meaning of balanced andunbalanced growth in re-
[ lation to underdeveloped econonmies.,

7

"
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37« Describe the progrons inaugurated by the United States to
ald the underdeveloped nations.

38. Describe the proposed '“¥Key Countries" approach, and give
its merits and weaknesses,
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Unit I.

7

8.

9
10.

11.

12,

13,

14,

15.

16.

17,

Students shoulds

Define Macroeconomics and hicroeconomics,

Relate the fallacy of composition to the study of Macro and
Micro economics,

Relate the Five Fundamental Questions to Macro and Micro
economics,

Give the characteristics of each of the four basic market
models.,

Contrast pure competition with imperfect competition.
Equate the market structures and their characteristics on
the buyer’s side of the market with those on the seller’®s
side,

Explain the meaning ond give illustrations of interindustry
competltion,

Describe how geogranhic location may have a bearing on the
degree of competition among firms.

Give the determinants of market structures.

Explain the role each of the above determinants play in
shaping the various market structures.

Give firms or industries that 1llustrate the above,

Describe the two outstanding institutional characteristics
of the Soviet economy as an example of the command economy,

Describe in detail the major problems assoclated with central
planning.

Describe the controlling techniques used in the Soviet
economy .

Identify Input-Output analysis as the primary technique of
central planning.

Distinguish between gross output, final demand, and inter- |
mediate demand in an Input-Output matrix sggregated to the |
level of sectors.,

Describe the general structure of the input-output table.

-1~




18.

19.

20,
21.

22,

23.

24,

25.

26,

274

28,
29.

30.

31.

32.

33.
3k,

35.

36.

-2

Given a change (increase or decrease) in the output of one
sector, trace the initial effect on the other sectors.

Describe in general further adjustments that would result
from above,

Describe the 1role of prices in the command system.

Describe the rate and extent of economic arowth of the Soviet
econony.

Descrihe the major factors that contribute to the Soviet
economy®s growth rates.

Describe the major factors that may result in a slowing
down of the growth rate,

Describe the major factors that may result in a sustained
or Increased rate of growth.

Compare and contrast the command economy and the market
econony in determining or solving the Five Fundamental
Questions.

Demonstrate that the value of goods in a market economy 1is
expressed in terms of prices.

Recognize that two interactins forces determine price, 1l.e,,
supply and demand.

Define denand,

Construct a demand curve from a demand schedule and explain
the dovwn slope of the curve,

Equate demand in terms of a schedule, a curve, and a mathe=
matical equation,

Distinguish between individual demand and aggregate or
market demand,

Give the deteruinants of demand and relate them to a single,
station~ry demand curve.

Explain the meaning of "change in demand,"

Be able to explain how changzes in income effect the demand
curve.,

Be able to explain how changes in tastes effect the demand
curve,

Be able tc explain how changes in the prices of complimentary
and substitute goods effect the demand curve.

k
v o
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37,

38.

39.
Lo,
bi,

b2,
L3,
Ll

Ls,

46.

b7,
L8,

k9.
50,
51,

52,

53

54,

55

56 .

-3-
Demonstrate on a graph the effect of a change in demand, a
change in product price.
Explain the meaning of a change in quantity demanded.
Define supply.
Explain the meanling of a supply scihedule.

Construct a supply curve from a supply schedule and explain
the up slope of the curve,

Distinguish between positive and negative curves,
Be able to demonstrate the principle of diminishing returns.

Identify the basic factors influencing costs of production
as thz nrices of f:ctors of production and technology.

Be able to explain ana demonstrate how changes in costs of
production effect the supply griph.

Explain fully the meaning of change in "supply® and change
in "quantity supplied,” and describe the effect of each on
the sunply curve,

Give the determinants of supply and relate them to a single
stationary supply curve,

Explain how the interaction of demand and supply determine
market orice,

Define market equilibrium.

Explain what 1is meant by the "rationing function of prices,”
Describe the effect on market price botn verbally and graph-
ically when dermand increases or decresses; likewise with
chanzes in supply.

Equate the demand and supply concepts to the resource market.
Define elansticity of demand.,

Given a demand schedule, determine the coefficient of demand
and give the rules of determining wheth-r demand is elastic,
inelastic or unitary.

Given a derand schedule, determine the coefficient of
elasticity of demand using the original prices and quantity;
the final price and quantity and the mid-points formula,

Explain in detail the i1mportance of the elasticlty concept,
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57. Determine the zlasticity of -‘ewmand usinz the total revenue
test.,

| 58, Give the rules for determining elasticity of demand when
using the total-revenue test.

59, Give the advantages and disadvantages of the total-revenue
test.

60. Give the dangérs of using the graphic appearance of the
demand curves to determine elasticity.

61, Give the determinants of elasticity of demand.
62, DLcscrihe how elasticity of supply 1is determined.
63. Give the determinants of elasticity of supply.

64, Given a cupply schedule calculate the coefficient of
elasticity of < uly using the original price snd quentity;
the mid=-point fourmula.

65. Explain and illustrate graphically the effect the time
period may have on elasticity of supply.

66, Ixplain the effect of administrated or legal prices on
market equilibrium.

67. Given supply and demand situations, be able to graph in
price ceilines and price floors.

68. With price ceilings and floors, be able to indicate prices
vhich will prevail, guantities wnich will be offered for
sale and resulting surpluses or shortages,

69, Be able to give examples of non-monetary discrimination.

70, e able to 1ive examples of non-monetary discrimination
which would be appropriate in given situations. (i.e., that
which you would expect to see with given price floors or
ceilings in markets for particular products.)

71. Be able to explain what is meant by the all or nothing
characteristics of competition by personal characteristics,

72. Be able to explain verbally or show graphically the extent
to which price ceilings or floors reduce the reallocation ,
of goods,

73. Be able to define and explain rationing.
74, Be able to explain now rationing attempts to allocate goods

and services and in what ways it 1s or may be 1ineffective
or inequitable.,

23
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75. Know and be able to explain the results of effective re=-
strictions on free pricing:
a., distribution depends more heavily on non-market
phenomena.
b. the re~lized extent of mutually advantageous ex=-
change 1is reduced.
cs wealth 1s transferred from owners to those who get
the goods,

76. Be able to give examples of price floors and price ceilings
imposed in our economy.

77. Illustrate the above using a graphic presentation of supply
and demand.

78. Explain and 1llustrate graphically the demand curve, and
indicate the degree of elasticity of demand, faced by the
individual seller in a purely competltive market structure;
in an imperfectly competitive market structure,

79. Define total, avera e and marzinal revenue,

80. Explain and illustrate graphically total, average, and
marginal revenue for the purely competitive seller; for
imperfectly competitive seller,

8l. Explain the meaning of cross elasticity of demand.

82. Explain and give illustrations of "complementary" and
"competitive" demands.

83. LSxplain the meaning of income elasticity.
84, Calculate the coefficlents of income and cross elasticity.

85. Explain the sisnificance of the coefficient of income and
cross elasticity.

86, Describe some applications of cross and income elasticity.
87. State the law of diminishing marginal utility.

88 Relate diminishing marginal utility to the law of demand.
89. Explain the concept of “"budget restraint,”

90. Explain the utility-maximizing rule.

91, Predict the changes in demand curves as a result of a change
in any one 2f the following ceteris paribus conditions:

a. tastes d. prices of related goods

b. number of consumers (complements-substitutes)

Ce 1income of consumers e. Dprices of all other goods
Q (not just money) f. future expectations

g. technology
el




92,

93.

b=

Given a newspaper article about an economic event or situation.
write down the assumptions the writer 1s making about the
present conditions of supply and demand.

Given a newspaper article about a current economic sit-
uation or condition, reduce the writer®s statement to one
set of demand and supply curves and state verbally whether
or not his statements are "arranted based on this analysis,
and if not, why not,

Optional Unit I Supplement

1.

2o

3

b,

S
6
7

8.

De

10,

11.

12,

13,
14,
15,

Briefly describe the farm problem both from the long run--
and short run point of view,

Give and explain the major causes of the farm problem.

Show graphically the cause of the long run farm problem;
the shiort run farm problem,

State majJor arguments present to justify the need for farm
aid.

Explain the concept of parity.
Explain the case of the years 1910 - 1914 as a base period,

Describe the price support program and show graphically the
results,

Describe the mae jor method of disposinz of farm surplus and
the problems associated with each.,

Describe the methods of restricting farm production and the
rroblems associated with each,

Evaluate the farm programs in tzrms of its alleviation of
basic causes,

Describe and evaluate oroposed positive programs for
agriculture,

Be able to construct indifference curves from consumption-
substitution ratios and endowments.

Be able to 1list the properties of indiffzzrence curves.
Be able to draw a unique set of rational indifference curves,
Be ~ble to draw in a budget line (budzet or income constraint

line) from income and price data and find the point of
maximum avallable satisfaction,
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Be able to construct or identify indifference curves for
perfect substitutes or perfect complements,

Be able to derive a demand curve for a product from changing
price data and a gilven set of 1lndifference curves.,

Be able to compute or ldentify the marglnal rate of sub-
stitution (y for x) from an indifference curve,

Be able to csonstruct the diagramand identify the relative
magnitude of income and substitution effects from given
indifference curves and price and income data.

Be able to explain an indifference curve, what it means, and
how it i1s related to the individual’s consumption-
substitution ratio.




Unit II
Students should:
l. Define cost in its economic sanse,
2, Distinguish between economic costs and accounting costs,
3. Define and give 1llustrations of explicit and implicit costs,
L, Explain the meaning of normal and pure profits,

5. Given a simple =zxample of alternatives, calculate accounting
profits, and economic profits.

6. Define the short run and long run concepts,

7« Glven a variety of changes that effect the firm®s capacity
or utilization of its capacity, state whether they are long
run or short run changes.

8. Explain and give an illustration of comparative cost,

9. State and explain the law of diminishins returns,

10, Define and show araphically the breakdown of costs of a
firm as they vary with output in both the short run and
long run.,

11. Convert total cost to average costs or per unit costs.

12, Sketch curves for all costs of the firms.

13. Define marginal costs,

14, Explain why MC cuts ATC and AVC at their minimum points,

15, Given a graph of all cost curves, recoznize and label all
curves.,

16, Describe and graph the firm®s lon: run cost curves,

17. Explain fully the meaning of economy and diseconomy of’
scale,: -

18 Explain the hasis for the fact that lonz run costs are all
variable,

19. Gilve the significance of economy and diseconomies of scale,

20. Glve the factors that contribute to economy or diseconomy
of scale,

21, Given a schedule of price, output and totel cost for a
competitive firm, determine whether the firm should produce,
and if so, at what level,

o7




21,

22,

23,

24,

25,

26,

27.

28.

29,

30.

31.

32,

33.

34,

35.

364

37.
38.

=0

Describe short run »orofit maximizing, loss minimizing and
shut down situations for a cornetltive firm,

Graph total revenue=--total cost curves for profit maximizing,
loss minimizing and shut down situations for a competitive
firm.

Descrlbe, verbally and show graphically the mer.,inal analysis
of price andoutput for the competitive firm in the short run.

Explein the basis for tne MR = MC approaca to price and
output determination,

Sketch cost and revenue curves for profit maximizing, ~oss
ninlmizing, and shut down situations for the competitive
firm in the short run using the MR = iC aporoach.

Given a price, output and cost schedule for above, graph
21l cost and revenue curves,

Given a problem incorporating fixed and varlable costs,
recognizé the short-run profit-maximizing decision.

Describe and sour graphically the évelopzent of the firm®s
slort-run supply curve,

Describe and show rraphically how the equilibrium price and
output is determined for a sinzle firm and for the industry.

Explain price and output determination of the competitive
firm in the lons run.,

Explain the mecning of the equality of AC, MC, MR and prico
on a graph representin~ thne competitive firm in the long run.

Given a schedule of price, outnut and cost for a competitive
firm in the long run, rrroh complete cost and revenue curves,

£xplain why a competitive firm will make only a normal profit
in the lons run.,

Showv on a ~raph of price, output, costs and revenues for a
competitive firm, and the industry, in the lonx run, the

adjustments thint result in the reestablishment of equilibrium
»nrice and output,

Describe and show graphically the lonig run supply for a con-
stant cost industry and in an increasin:, cost industry.

Explain why the competitive economy tends to allocate
resources efficlently.

sxplain the significance of P = AC and P = MC,

Descrite the major shortcominas of a competitive price
system,

9




39.
Lo,

Ly,

b2,
L3,

ul,

Ls,

L6,

k7.

L8,

Lg,

50,

51.

52,

53.

55

56.

Describe tae conzent and occurrence of oure monopoly.

Describe the fac'ors that would tend to creatc monopoly
power,

Be able to define »nd praph the demand curve facing a natural
monopoly.

Degccribhe the demsnd and marginal revenue curves for a nonopcol:

Given the required schedule, prepare a complete graph of
price, output, cost and revenue curves for a monopoly.

Skxetch a goraph of price, output, cost and revenue curves for
a monopoly.

Determine totnl profit or losc and profit or loss per unit
from 43 above.

Discuss some of the comwonly held fallrcies concerning
mononoly nricin-.

Cxplain how the nmenonolist 1s able to maintain a profit over
and above a normal profit in the long run,

Explair. how moncpoly power m~y result in .iisrmllocation of
resources,

Centrast the nossible effect on technolo,.icnl advance in
purcly coupetitive versus ronopclistic industries,

wxXnlain throuch raphical anclysis how o "oncpolistic firm
charrctericticnlly will vroduce in the lon:< run at less than
lewest cost nnd attaln an eccnomic profit,

Given a schedule of price, outvut andcost, develon A complete
sranhic ennlysis of price and output “or a monopolistic firm
in the short »n! long run.

Define socinlly optimum price.

Be able tc shew zranhically how a natural mononoly should be
re~ulated, 1.e,, at what point its price should be set,

e able to idertify the point to produce for n firm which 1is
attemptin~ to minimize n loss in the short run.

Describe nndA show graphicnllv the effect on worice, output,
and profits of & rejjulnted monopoly.

e rble to show ar-phically and explain the si;nificance of
the efficiency loss to scoclietv of a uoncpoly.
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57. Describe the nonprice competition of a monopolistically
compecitite firnm.

58. Show graphically the possible effects of advertising upon &
Tirm's output and average cost,

59. Present arguments for and against advertising.

;
:
:
:
:
:
:
:
:
:
:
:
;
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:
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;
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60, Cite some of the type of irdustries that are typically
monopolistically compevitive, :é
{

61, Describe the concept and occurence of monopolistic competitior.

62. Describe the demand and marsginal revenue curves of mono-
polistic competition,

63. Sketch a graph of the demand, cost and revenue curves of a
monmpolistically competitive firm in the short and long run.

64, Given a schaedule of price, output and costs, graph the de- i
mand, cost and revenue curves of a monopolistically com- £
petitive firm in the short run. '

65. Determine total profit (or loss) and per unit profit (or
loss) from 64 above,

56, fiplain the meaning of "monopolistically competitive firms
tend to break-even in the long runi®

57. Explain the meaning of “wastes of monopolistic competition.”
68. Describe the concept and occurrence of oligopoly,

69. ©Ixplain the meaning of collusion, tacit collusion, gentle-
man’s agreement and cartel.

70. Exprlain the me ning of "mutual interdependence,®

71. Describe tne demand and nerginal revenue curve of an
ciigopoiy and explain how they are derived.

72. Give several 1llustrationsof industries that are oligo-
polistlic and produce standardized products; that product
differentinted products,

73. Explain wh'.v 1s meant by price inflexibility or “sticky
prices,™

7, Give the meaniny and 1llustrations of multiproduct firms and
some of the rensons for producing several or many products,




75

76,

77
78

79

80,

81.

82,
83,

8l

85,

86,

87

88,

89.

90,

12w

Be able to ilst and explain the requirements for
successful price discrimination,

a. Two or more prices,

be Product which cennot be trnded.

Ce Separate dem~nds,

de Cheap to distinguish between demanders.,
e. Different elasticities of demand,

Given a sellers pos:.tion, be able to give appropriate
means for the seller cto apply price discrimination,

Be able to reproduce the price discrimination model.,

Describe some of the reasons multiproduct firms find
it difficult to est~blish prices based on MC=MR concepts,

Given 2 price, output, and cost schedule determine revenue,
demand, and cost curves for an oligopoly.

Explain in det~il the price =and output 2nalysis for an
cligopoly,

Explain the effect on the firm of the C curve shifting
along the verticsl portion of the MR curve,

Explain cost plus pricing.

Descrihe a restrictive oligo.oly and sketch its cost
and revenue curves,

Describe a progressive oligopoly and sketch its cost and
revenue curves.,

Describe the competitive azspects of oligopolies:
2+ Non=price competition
be Degree of product differentiation
ce Goals of the modern corporation

Give the arguments for ond ageinst the statement modern
oligopolies have both the greater menns and & stronger
inclinatior. for technological advance,

Explain the meaning of countervailing power.

Define “monopoly® as it is generslly understood in the
American economy.,

Cite and recognize the major provisions of major legislation
and policies restricting monopolies,

Cite major arguments for and agsinst ONOTOLY .

)




91

92,
93

=13~
Describe the major legislation and policlies promoting
monopolies,
Discuss the proposition of meinteining the status quo.

Discuss the proposition of public rerulation and ownership.

Optional Unit II Supplerent

1,

2.

6o

General: Students will be familliar with the Linear
Programming Fodel of the firm - the usefulness
and eccaomic meaning of the technique,

Students will explain the mecning of the following terms,
functions, and variablesg.

a, Haximize: f = C1Xq + c2x2

be Subject to the following constraints:
ay1%) + 83X ihy
2.21}{1 + 8.22}(2 - b2

ce Nonnegativity conditions:
Xy s Xp Z0

Students will zraph the problem by plotting constraint (b)
inequalities and the objective (a) function on Xy and X, axes

Students will identify th~ set of =2ll feasible programs
by shading in tae region on the graph representing that set,

Given f=N, where N 1is & positive intezer, the student will
identify the optional feasible program.

For the optional fersible program, students will calcul:.te

2. The programs X1 and x, ( output in units by
process 1, process 2, and total output),

be Totnl profit (total revenue minus tot:l variable
costs).

Students will use this elgorithuic process (maximizing an
objective function subject to constraints)in more general
apvlications where econonic problems exist,




Unit III,

Students shoulds

1., Explain the statement, "resource pricns are cousts to the
firm,"

2 Relate the supply and demand for resources to the clrcular
flow diagram,.

3. Explain why the pricing of resources tends to be more
complex than the pricins of consumer goods.

b4 Explain the neaning of “derived demand” and why the
demand for resources 1is & derived demand.

5« Explain the law of diminishing returns and its application
to resource pricing.,.

6. Define “marginal physical product® and "marginal revenue
product.”

7. Given the number of units of resource used, total product,
and product price, determine MPP and MilP.

8. Explain the meaning of “jointly interdependent demand,”
N

9. Define "marginsl resource cost,

10, Give the rule for hiring resources and explain the basis for
it,

11. Explain why D=MRP,

12, Give the factors that will ceuse a change in resource demand.
13, Define elasticity bf resource demand,

14, Give and explain the determinants of elasticity of resource
demand., . '

15. Define cross elasticity and relate 1t to resource demand,

16, Give and explain the rule for dete:mining the proportion of
various resources that should be used in producing a
product.

17, Give and explain the equation for determining best pro=-
portion of resource use.

18, Demonstrote 17 above using a graph of the MRP of the
resources.,

19, Stete the principle of equi-marzinalis=m.

20, Give the rule for determining the best absolute amounts
of various resources to use.

RS



21,
22,

23.

24,

25,

26,

27,

28,

29,

30,

31,

32,

33.

35

36,

37,

38,

Define wages, money wages, end real wages.,

Recognize that two-thirds of national income is made up
of wages nnd salcries,

Describe the major factors that contribute to high pro-
ductivity of labor in the United States,

Describe the relationshin over time between output per
man hour and real hourly earnings and indicate any special
significence it has,

Sketch and explain the supply of, and demand for, labor
to a single competitive firm and in a competitive market,

Distinguish hetween the comnetitive model of supply and
demand for labor with the monopsonistic mode},

Given a schedule of quantity, wagze r:.tes, and MRP for a
monoposonistic labor morket, construct a graph of the
supprly, MRBC and MRP,

In 27 above explain the significance MRC,s deviation from
the supply.

Given a graph of the suoply and demand for labor, show
the effect of an increese in the demcnd for labor,

Give the basic objective of Union and relate it to 29 above,

Describe some of the ways Union mirht increase demand for
labor and relate them to the mairginal productivity theory
of wages.

Given a graph of the sunply 2nd demand for labor, show the
effect of a decrease in the supply of labor.

Relate 32 above to the Union's basic goal, and to craft
Unionism,

Sketch and explain the siznificance of a graph of the supply
and demsnd for labor with industrial unionism,

Sketch ~nd 2 plain the significance of a groph of the supply
and demand for lavor in a biloteral monopoly labhor market,

Relate the data on productivityand recl wages to the question
"Do Unions Raise Wages?"

Give the three factors that contribute to wage differentials
and explain.each,

Give reason why an increase in waze rotes may not necessarily
result in a decrecse in the level of employment in a par-
ticular firm or industry.




39.

Lo,

Ly,

L2,

43,

Ly,
Ls,

Lé,

Lo,

L8,

49.

50.
51.
52.

53

55

56.

-] 6m

Explain why a generanl wage decrense jgnot likely to decrease
unemployment for the economy as a whole.

Give the three ,enernl phases of the labor movement in
America,

Describe the factors that slowed the growth of unionism and
the factors that tended to promote the unionism before 1930,

Describe the factor that promoted the growth of unionism
between 1930 and 1947,

Describe the factors that have tended to slow the growth of
unionism since 1947,

Describe the structure and jurisdiction of the union local.

List and briefly describe the major management and major
union weapons in labor disputes,

The Sherman Act and the Clayton Act were not primarily labor
legislation., State tine manner in which they were used in
regard to labor unions,

Glive the major prolabor legislation and describe its
provisions,

Gilve the major promanagement legislation and describe its
provisions.

Describe labor "stagnation' and factors that are alleged to
contribute to it,

Describe the collective bargaining process.,
What 2re the major areas +that are subject to bhargaining?

Define the following: closed shop, union or open shop, and
agency shop.

Describe the steps in the grievance procedure, indicate the
level by giving the position of those involved,

What is the mcaning of #check-off?"

Glve major arguments nagainst unions, and nme jor arguments for
unions,

Be able to explain and sive examples of the development of
substitutes for labor or for the product labor produces
because of artifically imposed higher wazes,




57

584

59
60,

61,
62,
63.
64

65,
66,
67 .

68,

69.

70

71.

72,

'1?‘ L

Be able to give, explain and apply the five factors in-
fluencing wage differentials in different occupations,

a. Disagreahleness

b. Constancy of employment
c, Trust to be reposed

d. Probabhility of success

3e able to pive, explain and apply the four factors which
determine a union®s ability to raise wages above equilibrium,

a. Skill level

b. Capital intensiveness

ce Elasticity of demand for final product

d. Elasticity of supply of cooperant factors

Distingulsh between "rent® as it is commonly understood and
"economic rent" or rent as used by the economists,

Using the supply and demand concept explain fully how rent
in each of the above neanings is determined,

BExplain the “rationing furction' of rent,

Explain the “incentive function” of resource prices,

Explain why economists consider economic rent a surplus.

Describe how rent becomes a cost of production to individual
producers,

Define interest,
Bxplain the meaning of interest rate.

Give and explain the major factors that determine the d4if-
ferent rates of interest.

Be able to compute the present value (PV) of a single future
payment from a PV tabtle.

Be able to compute the PV of 2 stream of future payments from
a PV table,

Be able to compute the PV of a payment to be made in one
year from the PV formula,

P= A
(I+r )N

Be able to recognize, recreste, and use the PV formula for
one year.

Be able to equate a PV with a future income stream, given the
number of years and the rate of interest, from a PV table,




73

74,

75

76,

77

78
79,
80,

81,

82,

83,
84,

85.
86,

87.
88,
89,
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Be able to compute the present value of an irregular stream
of future payments from a PV table.

Be able to compute the amount to which a deposit will grow
at compound interest from a PV table,

Be able to compute the PV of a future stream of payments as
a result of a capital investment from a PV table and choose
the most desirable of alternative investments.

Be ahle to compute the capital value of a capital asset by
discounting the future income stream to be produced by that
asset,

Students will recognize one source of profits (windfall gains)
as unanticipated changes in the present value of assets,

List and describe the potential sources of loanable funds.
List and describe the demand for loanable funds.

Distinguish between notential supwnly of loanable funds and
actual supply.

Give and explain the reasons households may prefer to hold
cash rather than securities,

Explain the meaninz of "administered price" in reference to
interest rates,

Explain the rationing effect of interest rates,

Explain how wumarginal productivity enters into the allocation
of money capital.

Distinguish between *business profits" and “economic profits,-

Explain why economists have a more limited concept of profit
than accountants,

Give the Jjustification for economic profits.
Exolain the mezning of moropoly profits.

iZxplain the role of profits (or losses) in the allocation
of resources,

Distinguish between partial equilibrium analysis and zeneral
equilibrium analysis,

Explain and ~ive illustrations of the need for an under-
standing of general equilibrium analysis.

Give and describe the two major areas in which American
capitalism has been particularly sucessful.

7
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93. Give and describe the two basic snortcomings of our economy,
94, Describe how income in America is distributed among households
95, Describe the needs of households in terms of level of income,
96, Relate level of income with ability,

97. Sketch and explain the meaning of Lorenz curve,

98. Describe the major faéﬁbrs that tend to create income
inequality. Tl

T,

99, Give the arguments for and against income inequality.

100, Describe the extent and incidence of poverty in the United
States,

101l. List and descrihe the four major group constitutinsg the poor,
(Negroes, farmers, old people, and fatherless families).,

102, Differentiate the arguments centered around the question of
extending the system of transfer payments. (negative income
tax=-~guarantecd annual wage, etc.)

103, Describe the paradox of the "welfare state.”

104, Explain the vicious circle of poverty.

105, Describe the two phllosophies regarding the cause of poverty.,

106, Assuming that governmental action 1is necessary in combating
poverty, describe and evaluate proposed programs and policiles
that would tend to alleviate the situation.

.107. Give and evaluate arguments against the claim that social
imbalance exists; or that it is a problem.

) 108, £fvaluate public spending as a corrective for social im-~
balance.,

: 109, List and describe nossible correctives for social im-
| balance,
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Unit IV,

1.

2

3

5e
6.

7e
8.
9.
10.
11.

12,
13.

1k,

15,

Students should:

Know the meaning of and be able to apply the term production
possibility.

Be able to identify characteristics cf an econory which allowus
production epecialization.

Be able to define and give a numerical example of absolute
and comparative advantage.,

Be able to define the three things which give rise to the
gains from specialization or division of labor,

a, dexterity

b. 8aving of time

cs 1invention.
Be able to list some disadvantage of speclalization.
Given production possibilities for two individuals, Be able
to produce the production possibilities frontier for the
community. This will include the maximum and minimum pro=-

duction possibilities and the identification of effeciency
loss from improper allocation of production.

Be able to compute opportunity costs,

Explain the meaning and extent of international specializatic:
Explain the meaning of absolute advantage internationally.
Explain the meaning of comparative advantage internationally.

Describe, using an illustration, how each of two economies
can benefit by trade if they have a comparative advantage.

Relate opportunity cost to comparative advantage.

Explain how economies gain an absolute or a compgrative
advantage in the production of products,

Student will see the possible gain from trade when presented
with a situation involving two parties one of whom 1s more
productive in both of two commodities, where opportunity
costs differ.

When given a simple two-country two-commodity example,

correctly identify the country with the lower opportunity
cost in eaclhh commodity.

19
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16,

18,

19.

20,

21,

22,

23

2k,

25.

26,
27
28,

-2~

When presented with the production possibilities of two areas
under condltions of self-sufficiency in two commodities,
correctly give the total production possibilities of the two
areas in enrch commodity under conditions of complete
speclalization, and will be able to identify the "gain from
specialization.¥

Show by verbal explanation his qualitative understanding of
how trade between two parties based on specialization can
be mutuslly beneficial.

Use the above understandings in identifying and explaining

the fallacies involved in the argument that low wage countries

can always outsell high wage countries,

Use the above understandings in ldentifying and explaining
the fallacies involved in the belief that more exports are
always good for a sountry.

Be able to distinguish between relatively land intensive,
labor and capital intensive commodities and the advantages
in production of these commodities according to a nation®s
factor endowments,

Be able to explain how free factor movements can substitute
for commodity trade.

RBe able to define and explain tariffs,

a, lincome
be protection,

Be able to list, explain and refute the five arguments in
favor of protective tariffs.

a. 1infant industry

b. military self-sufficiency

ce Iincrease domestic employment

d. diversification for stability

es protect hiph wage and high standard of living

Be able to glve and explain the argument against tariffs
and more efficient allocation of resources.

Justify the use of tariffs by less developed countries,
where:

a, used to develop promising infant industries; and/or
be used to attaln diversification.

Describe American trade as to volume and commodities,
Define foreizn exchange.

Explain how the supply and demand for foreign currency
determines its price.

L




29,

30,

31,

32,

33,

k.

35.

36,

37

38.

39.

Lo,

Ly,

L2,

L3,

Wiy,
Ls,

—P 2P

Give an 1llustration of how the supply of, and demand for,
a foreilgn currency occurs,

Display an understanding of the concept exchange rate by
expressing the value of the franc in terms of % when given
the value of the § in terms of franc.

Show an understanding of the concept foreign exchange market
by listing several sources of (a) the demand and (b) the
supply of any particular currency.,

Further show this understanding by correctly determining the
direction of movement of a foreign exchange rate when given
a change in one of the supply and demand variables.

Further show this understanding by correctly indicating the
effect on quantity demanded (or supplied) of a change in the
equilibrium rate of exchange,

Correctly indivate parallel between free foreign exchange
markets and free markets in some other commodity.

Explain the meaning of free fluctuating currency and give
an 1llustration.

Explain how governments stabilize the: price of their
currency. Give a granhic 1llustration.

Identify the role of povernment in regard to foreign exchange
markets by explanstion or choice of a correct statement
indicating what a government or monetary authority would do
when faced with a substantial departure from "official® rates,

Understand that such stabilization operations by govts., may
involve transfers of gold between nations,

Define or pick correct definition of *devaluation" of
currency.

Identify the balance of payments statement as the summary
statement of all a country®s economic transactions with other
areas,

Be able to give the major categories of the Balance of
Payments and compute an official transactions “deficit,"

Name some examples of outpayments and receipts important in
the U.,S. balance of payments,

Explain the meaning of, and nzcessity for, a balance of
payments,

Explain the meaning of a desirable balance of payments,

Explain the meaning of, and need for, settlement transactions,

o
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Lé,

47,

Lg.

L9,

50.

51.
52

53

54

55
56,
57

58.

59.

60,
61,
62,

What are the major methods of accomplishing a balance of
paynents,

Bxplain the major couses of *ne United States'! nemsative
balance in its desirable balance of payments,

Describe the condition which must be met iIf a nation is to
be ¢cn a gold exchnnge stamdard,

Explain the advanfagos nnd disadvantagcs of beiniz on o zold
stendard.,

Distinguish between currencies used by traderc and investors,
and currencies held as “official reserves,"

Define or pick a correct definition of "“reserve curriencies’

Know what reasons impel some monetary authoritles to wigh
to replace part of their “reserve curriencies" with gold,

Understand the extent of the present U.,S, commitment to
convert the § to golldl =~ for whonm, under what circumstances,

Define the contenporary balance of payments problem of the
U.S. in terms ofs

a) confidence

b) 1liquidity

c) adjustuent
gxplain the purpose of IMF,
Describe the Triffin Plan,

Explain the advantages of the following international
monetary reform proposals over the present systems

a) dollar standard
b) freely fluctuating exchange rates
c) the “broadened »and” with sliding rates

Give the causes ~nd effects of the breakdown of world trade
in recent decndes,

Describe the post liorld iar II progrems and institutions
aimed ~t rebuilding the world econory.

Define tariff.
Give and explain the majcr argunents against free trade,

Describhe the Americen and international nolicies toward
free trade,

-y
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63,

Ol s

65,
66,

-2l -

Describe the crusens and ourrcested cures for Amerlicans
chahginmg "payments! nogition.,

Describe the or—~ajontion and r.chlsvements of the Common
liarket.,

Describe the provisions of the Trade wxpansion sct of 1962,

Lnuimerate the economic advantapes of customs unions nnd
frec-trade areas,




