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* . were 1dent1f1ed and used to- gu1de 1nstruct1on 0 38 Jnserv1ce Texas

’

A 3
Institute at Texas A&M University during June_1977 A 105-item multi-

/. . secondary schoo] teachers who attended the 4th annua]{Amer1can Economy e

’ .,

o i .
. p]e choice test was developed. Items of thi$ instrument we’e t1ed.to .

specifit. top1c areas, concepts, and bekavioral ob3ect1ves N '"

« 3

. - Part1c1pants in the Amerlcan Economy nst1tute took this 1nstru— B
:. ~

-

" .
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. sures and DJmens1ons No s1gn1f1can d1fferences were observed between 3
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is that a short; ingensive instructional'ekperience does‘seem to
have the capabiJity o; preparing inservice tedphers-to deai Aﬁth | -
vﬁj topics in the free enterprise education course mandated by Texas
o House B111 M8 of 1973, . S o _'; %
A From the, 1051item test administered to the American’économy R

Institute participants, a shorter 50-item verSion was deve]oped

L]

he Y
RN for use with secondary schoo] students Additionally, major topics

-

and major concgpbts were identified that might_be usefu] in guiding

+

instruction in the secondary school free’énterprisg\education course.

. y

. Individual items in the SOAitem test were tied 'to these topics and

concepts as we]] as to behaViorai objectives that might provide an ‘

,

¥

<

i a,‘appropriate framework for quiding ingtruction. Packages of materials

J
were developed including these behavioral objectives, major topics, ‘. *4%'

s ’ . ’ « . [ '
majon concépts, and 50-item tests. .Two hundred copies were prepared

and offered to schools in Texas.thrdugh invitations extended to the
. " \

Regional Service Centers throughoyt the state.. Co L ) s

During' phase two of this investigation, the 50-1item test will’

be administered in«the ‘fall to c]asses of students taught by partici—

-

pants in’ thefAmerican Economy Institute oﬁ 1977. The same test will
. be given again to the Same students as a posttest during,spring 1978k' o

Data wilTl be examined with a view to determining whetheg,teaéhers

A4

f@u“ . who profited greatly from the American Economy Institute of 1977 (as

»
7

-evidenced by comparison of pretest~and posttest differences on the
105-item version taken during summer_1977) had studehts in their.ciasses

who also demonstrated great gains in terms.of pretest andﬁposttest . '7‘
differences (as measured by the fall 1977 and spring/1978 adminjstrations“'

L] M . . . e . Y

of the 50-item versions). This phase of the ipvestigation seeks to '

-

~ discover the extent to which there is a "flow throligh” to students o .
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“y ‘*h*Eaéhers*who participated in" the American Economy Institute of 1977 to

; an adeqyate representation~of.thét‘éontent by those teachers to their

J ‘Jhe-second phase_of this investigation w111.focus on students taught by ‘ e

-

own secondaryﬂSchob1'students

This study regreSented the first phase | .

.

of a two part effdrt des1gned tocprobe the supportab111ty of th1s widely -

held expectat1on Spec1f1ca11y, this study sought to determ1ne the

'1mpact of the short, four-week American Economy Inst1tute exper1ence on .

3y .o o ) -

ynderstandings of concepts re1ated to free enterpr1se educat1on

teachers'

determ1ne whether the expectat1on that students in, c]asses of teachers

. who' did we]] in the Institute will be super1or performers on a test focus1ng .

Al )

< on free enterprise educat1on to be g1ven at the conc]us1on of the'1977 1978

-

|
h o . . .- ..

sc ool yean. . . BN S ‘j
~To accomp11sh the purposes of the first phase of th1s investigation, . 1

1t was necessary to deve]op a“scope and sequence that m1ght be- appropr1ate ]

for the free enterpr1se educat1on course

, thistarea, while suggesting a commendab]e variety of. learning activities,”~

:

v
¢ ¢

3

Ex1st1ng-Texas gu1de11nes in

D

were deemed 1ack1ng in terms of speaking tq the critical 1ssue of 1eanner

LY

outcomes. Consequent]y, a 11st of topics was deNeloped‘Jo1nt1y by profes-

sionalsassotiated with the 1977 Amer:can Economy Institute that were be]ﬁeved

to be consistent with the 1ntent of House Bill 1118 From these topics,

. L3

nineteen behav1ora1 obJect1ves were derived to be used as gu1des to instruc-

tional pract1ce Indeed, these obJect1ves did servé to frame the instruc-~ .

tional activities in the 1977 Amer1can Economy Instltute To determ1ne o :

s -

- the 1mpact of the Inst1tute on part1c1pants, a 105e1tem mu1t1p1e cho1ce'

test -was deve]oped - Ind1v1dua1 1tems were keyed tL major topics and

’

to specific behavioral- 0bJECt1VES ~ Th1s test was/adm1n1stered on the

a -

f1rst day of the Institute as a pretest and on the final- day as a posttest.

Varlous analyses of d1fferences betweeen pretest‘and posttest scores were’



. - g - - . ' .. . ' - \ ‘, - '
conducted with a view to\determ1n1ng the relative st ths and weaknesses
«' * ' . — ; * - * ‘

L4

of different components of the JInstitute program'as‘yell a% to prov?ding a
more general assessment of the .influence of thé total Institute oh partici-

_ pants understandings. o “
'S - ,‘ .. !
From these data, a shorter 50—item test was developed. As wa5 the

» @

case with the 105-item test g1ven to the Institute partici ants, th1s test

Wwas keyed by item, to specific topic areas and behaviora] objectiVes. This
1nstrument w111 be used during the T977 1978 shcool year to pret t’and‘post- ’
' atest students in classes taugh¢ by 1977 Amer1can tconomy Inst1tute oartg%:i
_ pants. Data will be ana]xzed as part of the second;phase of this 1nyest1ga—
:tion: \ J

e gy o e s

———

B. Relevant Research Background” S .

———

Are teachersI demonstrations of proficiency in training‘situations
re]ated §1gn1f1cant1y to cogn1t1ve ach1evement of learners? Basqc as 1s N

1

the quest1on, research efforts directed toward provnd1ng an emp1r1ca11y—

ra

grounded answer have been few. Dunkin and B1dd1e (1974) po1nt out that

Gage's 1964 Handbodk of Research or Teaching inc]udes op]y a s1ng]e referengeL:;

/

‘to cogn1t1ve ach1evement in the classroom- 1n its massive index.

L]

In attempt1ng to exp1a1n the dearth of research in“his area, McNe11
" and Popham (1973) po1nt out that by a ssum1ng a given teacher prof1c1ency ,
}S related causa]]y to an increase 1n 1earners cogn1t1ve ach1evement a

researcher can concentrate on data easily obtainable at a teacher- tra1n1ng :

fac111ty " This conyen1ent but 1naccurate construction of rea11ty frees

Y

. the researcher from any ‘obligation to cut through the-thorny po]1t1ca1 £

thickets of .publig school human subjects research.committees as a preface

to securing data about learners in school settings.

While some may disbute McNeil and Popham's concfusionﬁ,'a number of
3 | ¢ . .- '




1
i

_measures which oceur after teachers have been’ trained. . . ." In the .

of the new deve]opments in training procedures,” e . N

s 2 :
_ the effectiveness of teachers than does direct study of teachers themselves’)

\that spec1a1 tra1n1ng of teachers ingreased both the frequency of teachers

. -
R e T T TG N ,-Ay,,_,,,lo'c -
. , ' ? . Ml |

researchers agree thatllfttle attention has been paid to the question of

4 . .- . o

teacher preparation as-it impacts 1earhers‘ cognitive achievement. (Rosen—

. _sh1ne~& Furst “197] McNe11 & Popham, ]973 Dunk1n & B1ddle 1974 Turner

. 1975). In this connect1on Rosensh1ne and Furst (1971) assert that " .

11tt1e investigation has been.made of any d1fferences 1n student, product
N - v el -

same vein, Turner (1975) notes that, "a c]ear character1st1c of the recent o

‘ research 11terature LS the inadequate. attention paid to the consequences i

Need for research in .this area has been artfch]ated_by a number of

- ~
[l

well-known authorities. (Rosenshine & Furst, 1971; McNeil & Popham, 1973;™

Dunkin and Bidd]e, 197435 Turner ‘1975) < Rosenshine and Furst (1971) con-

. tend that,'1n planning_-for teacher educat1on, it is necessary that we

"include not only ways to increase our knowledge of how best to tra1n

teachers to perform specific behaviors. but more 1mportant1y, wqys to in-

crease our knowledge of re]atiohships between the’specifjc tkacher behaviors

and measures of pupjl achidvement." Supporting this contention, Mcheil

and Popham (1973) point,out.that "a focus on pupils revéals far more about
- While;;nvestigations directed toward estab]ishing a conhection'between

teachetr training and ‘lTearaers' cognitive ach1evement have been few, scattered

examples of the genre do appear in the research literature. Taba (1966) found

use of higher level thought units "and. pupils' use of higher -level thought

-
un1ts However, these changes did not affect pupil achievément s1gn1f1cant1y !

as measured by the Sequent1a1 Test ~of Educational- Progress SocQal Stud1es

' A , g T
‘Test. - - ' - '
-, [] . o~ 4 N

Rogers and Davis (1970) found that tedcher training in the use of

. ' .
4
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L . Bloom's cognitive Taxonomy decregsed the trequency ot teachers” use of \ xf
” knowledge-level categoriesfang_lncreased teachers use of h1gher level o \iiﬁ .
ii , L categories. The investigators.fdund teachers' use of higher ]evel cate- ‘ <
S - gories to be unrelated to pupils’ ‘achievenent. . , -

B]ankenéhip (]970) random]y assigned one group of preservice teachers

v —

. v -to a special 1earning condition that included (1) training in F]a/ﬂers'

L

o
“Interattion Ana]ySis and (2) a teach then reteach microteaching-expgrience .

' A second,groupvreceived-no such training. The trained group, during stu- '

N 4 * [

dent .teaching, had a nigher»ratio.of indirect to direct statements,than did
the untrained group This reflected the impact of the F]anders training.

Pupiis of trained teachers scored higher on the knowledge component of a

]
t posttest adminstered after comp]etron of. a unit of work =on "va]ues" lasting
L

- <. one weak‘than did pupils of thg untrained téachers No differences were

observed between scores of pupils in classes of trained andfuntrained teach-

s €

h

: ,)
' . _ers on the application component of the posttest nor on the Watson—G]azer

' \\'~ I‘Critical Thinking Appraisal. ' f\. . ..
te

Francke (1971) assigned 15 preservice achers to a traditional teacher’

' . * training program and 15 others to a new program emphaSiznn the deve]opment

L of competencies-in certain specified teaching skills Teachers in the new -
o A - »
) (speCified teaching "skills). program were found “to-be ‘better able to demon-
ST,
strate/teaching skiils in the c]assroom than teachers in/the group exposed

”

- tosthe traditional training program, Further, after sﬁudent teaching,
: N ° 1earners in c]ass%s taught by the ind1V1duals traine } 1n the new program '
- T . were: Significantly -hetter academic achievers than'studehts in classes taught

’

e

. "" by teachers trained in the traditional. _program. '/ e b
~
\}

) These studies, though few .in number, underscdre the concern of—Dunkin S f
- ' and Biddle (]974) that w1de1y held assumptions régarding the efficacy of
2 e &

a given training procedure as an a]]eged "promoter of achievement" May not

4
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\\\\\\ra\hsr<than s1mp1y to the presumed Lgarner ach1evement "pay off" of

B

b ~'2\(<' . 4
*a spec1f1f1ed teacher-tra1n1ng procedureﬁx ..\' 5

Those studves that have 1nvest1gated the teacher tra1h1ng/tearneﬁ%&

° . - o3F *
. ach1evement question have attempted to d1scover a connect1on betdEen a )

.given program's 1mpact on teachers and its "pasg through"* 1mpact on 1earners

-

. - taught py those teachers. Near]y alt of these studies have centered on

$

teacher training programs designed to develop gengrjc teaching sk1115
RN ) z . /

that have'aoplication across a wide area of subject areas. Studies dir-

4

v s '

ected toward demonstrating the subsequent effect on learners of téac

. tra%ning brograms with a tight focus on a limited:body of content within

L}
]

a given discipline 6r,subject area have been all but nonexistent: Given
present demands for accountable instruction that seek hard evidence about

K It'how 1earders are performing within specific subject areas,- there is a *
c]ear and present need for research efforts addressed to the quest1on of

how subJect Spec1f1c teacher tra1n1ng programs affect cogn1t1ve ach1evement

P4 o . ‘ AN

of 1earners o

-

In Texas, thfs heed has been art1cu}ated clearly in the language of
L {

House Bill 1118 thal became’ﬂaw in 1973.'This 1egis]ative mandate directs
that "all high schoo]s will prov1de 1nstruct1on in the essentials and bene-:
-fits of the free enterprrse system " The 1mp11cat10n of this ]eg1slat1ve ‘-

mandate is that, at somm po1nt there will be a requ1remenv for those
espons1b1e for 1mp]ement1ng free ent%rpr1se programs to demonstrate that,
beyond simpie implementation, students are 1earn3ng something about the

,free enterprise system. Given this context, the present study attempted

L 3

. . ] . ;
to develop a syst%matic data base that could be used to (1) determine how

'be~valid Surely the results of the Taba (1966) and the‘Rogers and . %il
o bavis (1970) stud1es give added force to Dunkin and Biddle's (1975) >
~ concerh. that more attent1on ou@@t to be g1ven to the emoggtrate

[y

L 3
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> 71 , . 0 0 i . i . 0
successfully a given teacher training program (American Economy Institute
of 1977) was giving teachers a se]id understanding of\princip]es associated

w1th free market economics and (2) determine whether teachers acquiring those

,..

pr1nc1p1es in this tra1n1ng sett1ng were ab]e to pass them on effect1ve1y

e’ . tg students 1p their own classrooms.s X O

1 L rot - - +
Poole r e -l - \,,,‘F - , N s _ -, v 9

+C., Definitions - ' R

b

8

~ . . ’ B +
~ . Y .

L - 1. American Economy Institute. -A summer ptogram‘dﬁrécted at a tan@et\

te . 4.

. 'qydjence of insenvice teachers that has been presehted each sum-
~ =T e L . -
o v “mer Since 1974 at Texas A&M University, College Station, Texas.

. " The49rognag'introducé§{participants to the fundamental princi-

s

S ples of the free enterprise system.-

.t~ 2 Behav1ora1 objective. A statement describing what a learner ought :
\to be able to do (described 1nzobservab1e terms) as a consequence

. .. " of a 1earning experience or sequence of 1earn1ng expérience§ to

¥ e X whach he has been exposed. T Lo

v T ¢ L 4 J
. : 3. °Contract act1v1ty package Organized 1earn1ng mater1a] usua11y printed
4 ¥
-in_form and given to the learner who w111ruse ity that*f9cuses on’

CL R fgaétific behayiong] objectives and describes alternative learning

P e °
. E - ~and reporting procegures that may be used to complete work .retated
- tf" rf e Ttod g10éﬁvtop1c

N - ‘ ¢
. R 1
P

- ~ 4. InQ1VQdua11zed 1nstruct1ona1 p{‘auct Instruct1ona1 mater1a1 organized

3 '\u\\

v accofﬁ1ng to a]ternat1ve mo&“% 1nc1ud1ng‘(1) contract’aqt1v1ty pac-

; - S~

[}

o

"

. kages, ( ) 1éarn1ng stat1ons, (3) programmed ;pstruction developed
1 . e L

Lo by 1977 Amer1can Economy Inst1tute part1c1pants to help students

! ,,{.»‘

in. their-own classrooms tg 1earn selected concepts assoc1ated with *

free gnterpr1se educat1on at a rate and at an 1ntens1ty cons1stent

. ‘ . §
oo ¢ w1th students 1nd1v1dua1 cqpab1]1t1eg.

“ ! . . .-
- . , . P

-
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« ‘» ‘\‘ , . - .
° . > N 8
N - o, D .\
g : N 5. ‘Learn{nq station. A portion of a ciass}oom where specifjc tn-
i: o - \ 9truct1ons and -materials-are prov1ded that direct students
gﬂ“ - ) to gosthrough & prescribed set of 1earn1ng exper1ences fo- .
i ' T ) cusing on a spec1}1c top1c j .y )
§@}¥@;p%,.%d . ‘ © B ‘art1c19ant An insefvice teacher who enro11ed in the
;w ;_ ' - ':,. . Amer1can Economy Inst1tnle of 1977 a; %exa;AKZﬁJUn1mers1ty,
‘ ) : College Statlon Texas. ' 1~' -
. . 7. .Programmed 1nstruct1ona1 package A c1ustem of 1eanntng materials
i . R organ1zed‘accord1ng to a‘mastery.iearning scheme.according'to
' ‘f wh1ch\each preced1ng step muste be 1earned to an acceptab]e
f' ; S cr1ter1dn 1eve1 before the next step- can be attempted
3 T I 8. Texas House 8111 11]8 The 1973 1eg1sTatlon that d1rected atl.
o t Texas h1gh schoo]s to "prov?de instructionAin the‘essentials
. -, and benef1ts of the free enterpr1se system." | ; :

.A>o _." ’ ‘é( T0L1c orgapazatTon matr1x A scheme for represent1ng graph?ta]]y*

. ;;' . “\” _ pics covered w1th1n’a g1yen content area that ,depicts the:m

I ~4*4%§r- ' ' re]at1onsh1p to dndividual behaeﬁoral ob3ect1v§§ and to test

f ) Q%EV * items tied to those. behav1ora1 obJect1ves‘ ;D . .
o . D Focus of. th1s Study . ’ | B ’ , C Lo

' o. : S This study, the first of.two parts of a broader 1nvest1gat1on, sought .
L. to determ1ne the 1mpact of the Ameracan Economy Inst1tute _on part1c1pan s'

) E, 1 ) understand1ngs oguthe free enterprise system The most fundamenta] question
e f'.m o *was s1mpf§ "Did the part1cnpants 1earn anyth1ng¢”‘ -i, ' R
%;~%‘J Before any movement at all could be made toward ansmenjng‘thisohigh1y

;éc_ - jntereSting,question,~it was necessany'to }dentify mhatﬁit was they should
:?k “r wﬁmflk. have learned. A massive review of matér1als d1stn;hatea-by such organ1za-
| ’H , t1ons ds, the Johnt Council on Economic Educat1onA;eyea{eo some outstand1ng
?fg, ;V’n‘ attempts to 1dent1fy purposes for a genera] course in 1ntroductory econom1cs
4 VN ‘-'\"“‘ :» . " ' 14 .~ - - - ".VW‘

»

L PR

-‘_;;&:

Y

L . .
. R .
e e A etk ko e s I Al




TR
~
[}
*
-
-
’
,
w
.
R .

DRI

None of these mater1als, however had a specific focus on the- free enter- .-

prise feature of the Amer1can cap1ta11st1c system. Conseqbent]y, it became

. . -

~ .
necessary to identify purposes unique to the free enterprise education focus
" . - f}

of the-Amer%can Economy Institute of 1977. These efforts u]timately resulted

o

- in deve]opment of a sequence of topics, behaviora%.objectives‘describing‘in-

' *. tended student outcomes re]ated to those topics, and a 105 iteni test w1th
P
\\5\\\ 1nd1v1dua1 quest1ons re]ated systematrca]Ty both to top1cs and to behavioral

obJect1ves This test was used as a measure of part1c1pants lTearning. S

- v

Differences were computed between adm1n1strat1ons of this instrument at

eD) the beginning of the Amer1can\£conomy Insb1tute of 1977.and (2) the® .

onc]us1on of the American Economy fnst1tute of 197
a ‘ . »

This test 1nc1uded 1tems that were written at. two»leve1s of cogn1t1ve .
N ' A ; :

7

T

—

sophxst1cat1on.(1) demonstration understandings and (2) making app11cat1ons

» . -

.. and inferences. ‘Sca]ing of items into these two' categories of'cogn1t1ve ) { <ﬂ}

C
) df the summer Inst1tute program that was thought to have some'bear1ng on
) ,»; . -Dart1c1pants 11ke11hood of learning’, the'mater1a1 éﬂmé“ﬁrtorf1§%“ t1gﬂt1ve‘f{T 2
- « - works (Berman McLaugh11n, &Wallin 1976) has suggested ‘that 1earn1ng and
‘ Lo comm1tment may be enhanced when parth1pants arehd;rectly 1nvo]ved 1n N 'f'f%-
h oia . .mater1als development. " As a:consequence of th1s f1nd1ng, p rt1c1pants f':

* :

U N -

‘““x**~“*«wwwene»pcoytded opoortun1t1es to develop 1nd1v1dua1 1nstruct1ona1 products

H,cfor_u;ecultb,lhﬁ{i,gwngstudents 1nnthe1r own cIassrooms. Part1c1pant&

- . , . . : —

- were ass1gned spec1f1c behav1ora1 obJect1ves to use as a focus for the*
_ ) ,

T e deve]opment of these materlals By fo]low1ng thys procedure the stage

e =} e -~ »

-
' . . was set for a comparlson between part1c1pant\gé1n*scores between pretest -

spa.h - \‘ . v




v
1

) . .

10

L4 . ‘ -

and posttest administrations on test items‘associatEd 7mth hehav1ora1

. obJect1ves used as bases for development of 1nd1v1dua1 1nstruct1dna1

' L

products and (2) wfth behav1ora1 obJect1ves not used as bases for deve]opment
.0f “individual 1nstruct1ona1 products. . s o L .

F1na11y, since spec1fied clusters of test 1tems were t1ed to each ‘

’

top1c*covered dur1ng the American Economy Institute of‘JQIZw it-was poss. .-

sible to compare gain scores across all topics, for the purpose of determining

-

any areas of part1cu1ar strength and weakness. This interest and those
mentioned above resulted in the generat1on of the fo]]ow1ng research

questions.
¢ < 1. D1d part1c$bants score higher on the posttest than on the pretest
' s as measured by a comparison of thestwo total test scores?

2. Didﬁgart1c1pants score higher on the "demonstrat1on of understandﬁngs"

- »y

L)
"

. X }tems on the pretest:than on the posttest?

' b “'w . .
3. Did participants score higher on the "making appJﬁcat1ons and irdfer-

~ !

ences" 1tems on the posttest than on the pretest7

.
- ’

4. D1d part1c1pants score h1gher on 1tems assoc1ated w1th each top1c

o on the posttest than on the pretest7 ol ks

kY -

- 5. D1d participants score h1gher on ‘the posttest than.on the pretest :

« . ° 'f
on ;temsﬁééed to behav1ora1 ob3ect1ves that were used to gu1de
ot A . R
preparat1on of 1nd1v1dua11zed 1nstruct1ona1 products7 C
o EY . ye !

. '~ METHODOLOGY . L

- A. ?reatment

-

In its most genera] sense, the "treatment“ for this study consisted

of the substant1ve content*and 1earn1ng-experaeneeswto~wh7ch partisipa nts

.

in the 1977 Amer1can _Economy Inst1tute weré_exposed.” Th1s four week Qro-
gram from June 6 to duly 1, 1977, vexpesed part+e+pantsjtof£conom1cs 615
’ ¢ = CLoe .

(The Amer1can Economy), a course desﬁgned to._promote understand+ng»o£«the~wuenw“‘ .
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-free'enterpr1se feature of the A er1can cap1ta11st1c system, and to-

EDCI 689a (Lnd1v1dua11z1ng Instr ct1on 1n Economic Educat1on), a course ‘
SRS :
designed to_prov1de part1c1pants with expert1se in 1nstruct1ona1 mater1als

design and with an opportumity to prbduce‘economics-related,}earning'materi- .

/ T .
a]s for use in their own c]assrpoms . ) N .

. . Y . . 3 i >
- . b, . -
O T e e v e . Bl o ow o 2 1 - - Y =

In attempt1ng to identify a framework for,EcOnom1cs 615, course guideg ..

- e w e

‘developed by such groups as the Joint Counc11 on Econom1cs Educat1on werk

s . examined. wh11e much of merit was found in thése mater1als, their genera]
-. ‘focus;tended to be broader than desired than the des1red singular focus on

the free‘enterprfse feature of the American capitalistic system ‘“’,docu-

ment produced by the Texas Educat1on Agency, Teach1ng the Free Ente;pr1$e ¢

v System 1n Required Social Studies CqurSes, was a]so rev1ewed careful]y

WhiJle conta1n1ng commendab]e adv1ce and suggestions in the area of student-‘

- L]

BRI _1nvo]ving classroom act1v1t1es, th1s material, too was found to be some-
, \ o

what diffuse in its focus Th1s f1nd1ng, Togical enough cons1der1ng;1ts
T purpose of suggesting how free enterpr1se~contents m1ght be fitted into

~£ﬁ I . ex151t1ng cdurse strutures, suggested that ‘the document wauld not be an f
MY
g o appropr1ate referent aga}nst which to structure a course with an eXc]us1ve

v _ focus ‘on the free enterpr1se feature of the Amer1can cap1ta11st1c system
S1nce ava11ab1e mater1als with th1s focus were found to be unavailable,'a .

A , decision was made to borrow from ava11ab1e sources, ﬁhen appropr1ate, and

. )

v, - to construct new*ﬁater1a1 when necessary, w1th a v1ew to deve]op1ng a 11st

of top1cs and behav1ora1 obJect1ves that m1ght be. appropr1ate to gu1de :

@~

- L]

. 1nstruct1on aimed Lt delivering content that wou]d enable teache‘iﬁzo . -,

' do a cred1tab1e JOb of teach1ng a free enterprise course consisten\ with

" -~ " the intent of Texas House Ba]] ms. . g .-

* ‘s

RN ) This effort resu]ted in the fo]]oW1ng major top1cs maJor concepts, ‘ ,

and behavioral object’ivese being identified: . et




s N\ . L} " - —— 'wi
/. . ’ N ° .
’ ‘Topic A: The Economic Prob]gm* _
‘. , ) ' ¢ “ N »
’ - Major Concepts: Economic-Wants, Productive Resources ~'Scarcity. ;
: J and Choice, Opportunity Costs, Trade- Offs, i
. , o - : Marg1na11sm and Equa]1br1um s _ ‘o 'y
' L ' Behavioral Objectives: Part121pants will point out. centra] : %
< SN ..~ features of the "economic prob]em o)
- .- o ParticipantS'w111 dgf1ne and descr1be . .;gr
: R re]at1onsh1ps between the cositepts -
B - . . ", “starcity""and “opportunity cost." ;- T
@c . T . Topic B: Alternative Ecopomic Systems ‘ e, T ;&;
L. - ) . RS b 4’"}‘
B . ‘Major Concepts: Tradition, Command/Centralized Economy, .
- . ' ) MarketJDecentra11zed Economy, Mixed
o Economy, Econom1c Activities

- " Behavioral 0b5ect1ve: ' Part1c1pants w111 differentiate among

: . "traditional econom1es,"’“market/decen—
, L tra]1zed»econonnes," and "mixed econo-+
‘ T : : e miesy " - - -

4 N

. . . . S

U Topic C Free Enterpr1se and the Ecqnom1c Problem
i o . Majpr Concepts:, Incentives, Market Mechanlsm, Compet1t1on,
.- b : * "~ Circular Flow of Income, Role of Profits and
" T ; Losses, Economic Freedomg Property R1ghts,¢
e , . L1m1ted Government.

e

Y

£

o i Behav1ora1 ObJect1yesa Part1c1pants w1]1 describe producer apd

<t B 2 consumer incentives, 1n a fiee enterprise
&\ ' S . gconomy. %
14 -
. . oo - . Part1c1pants will’ descr1be the market
- Lot methan1sm , . ‘

I3 . . R # [z . .

; . . + Particip s will identify the role,
v C s played by competition in a free enter- °
' . ‘ prise economy. - S cee

. 1!‘ T o ' Participanfs will point-out the scope . ‘
- . . : . and function of property rights in a
- ' . free market economy.

SR ! . ) Part1c1pants w113;§dent1fy'£?fects ofﬁﬁ
A T A profits and los§es;in a free enterpr1se

' ‘ . economy. -, £ o . .
% ’ Ioﬁic D: Supp}y, Demand Markets and Prices : - g
s ‘ - * . « :
i; oo S Major Concepts: M1croeconom1cs, Market, Supply and Demand

- : _Prices, Wages, Rents, Interest Rates,\Market )
AP .~ Structures, "Other Th1ngs Be1ng Equal,” ) -

» . -




.Behavioral Objectives: Participants—will- define the-concepts
. ! ' "supply" and "demand" and describe how
.~ changing re]at1onsh1ps between supp]y .
’ ~and demand affect p¥ices.
. Part¥c1pants will describe the role of
. prices in a free markét economy.” . .

.

Participants will describe var1ab1es
. ‘that go together to def1ne a "market N
N structure

T o ey A e e - Lade s ALA > . . {(
PRV U -5-— RS

Topic E: Evaluation of the Free Enterpr1se System
"Major Concepts: Goals of Society, System Performance,
< ' " Role of Government ' - . , Coas
. 0‘
‘Behavioral Objectives: Part1c1pants will cr1t1que ¢he perfor-
: . mancé of economic systems in terms-of” ,
4 their fa) allocative efficiency, (b) j
«distribution of 1ncome/wea1th (c) ‘(lf-
ab111ty to. prompte econom1c stab111ty |

~
[
-~

Part%c1pants witl 1dent1t§*goals of T T
éoc1ety and point out how @1ternat1ve : ‘
. ‘priorities amon§ thesé%goals affect the
. . ; nature of a given econom1c system
' Part1c1pants will eya]uate governmentaW
¥ intervention in thé*prmvate sector.
{

Top1c F: Economic Performance' Measures*and D1mens1ons .
}

ﬁMaJor“Concepts Stat1st1ca4 Concgpts, Product1on Employment, S

Income .Prices . :

. ¥

p

" 5

Behavioral Objectives: Parttg1pants will define the concepts .
? "1abor force,", "full employment," and - " .

unemp]oyment "

ot L *Part1c1pants will identify.and describe

~, AMeasures of "economic performance" in- -~

I ! c1ud1ng GNP gnd NNP. o

Part1c1pants will name se]ected data

. \ ‘sources where information related to s

b " measures of "economit performance" can
v - be found ) . .
= Part1c1pants will identify recent "ratas
' of 1nf1at1on ‘and describe the impact Of

R

R

19 1.




& e ) and “nominal va]ue

A} . -

i Al <. 1 ~
. ‘,,, . o ] <, ° A
J ¥ uo:.. ' ) ‘ ' 3 ‘ w A ]4
t0 Sov ’ “a ., . -
NS . .
3 . k P L]
? N
N : ¢ ' E:
b ° . , ' S - ]
) o ’ ’ —-—-——--'t"""’"_— " s b - %
° o i o ‘ Part1c1pants will def1ne and d1fferﬂ ;
. P ' . entiate among the concepts "amount," ’
¥ ! o "rate," "index number " "real va]ue, a

. -

These topics, major conCepts,’and behav1ora1 obJect1ves provided a
framework that gu1ded instruction 1n the Econom1cs 615 component of the ) -

E . )?X N \,>)~w\s~\—~5‘a\}- (« oA L ’M~

T , Amer1can Economy qnst1tute of 1977 Learning resources for the course

s \1nc1uded a text (Campbe]] R. McConne11 Econom1cs “Bth ed1t1on. New York:

- ’ ‘ McGraw-H111, 1975) and da11y presentat1ons by John W. Allen of the Texas“
. . ' A&M Univers{ty Departmént of Economiés and by invited guests from both

the academ1c wor]d\andsfrom the pr1vate sector: Total instructional time

averaged threé to four hours daily for the four weeks of the American . -

RN

Economy Instntute.

?

Appgoximate]y two to daily in%tructional time was

-

the Institute ceéntering on EDCI 68%. Leagning s

2

provided for the portfon

iy

P . . .3

g resources for this cour included texts (David G. Armstrong and Robert H.

\ . Pinney:’ Record Keeping fox Individualized Instructiona] Programs. Washing-
«’ ' . x ¢

i ton, D.C., National Education Association Pub11cat1ons, 1977; Rita Dunn '

- : and Kenneth Dunn. Pract1ca1 Aﬁ&roaches to Ind1v1dua11z1ng Instruct1on-Con-

,‘,Y.}.‘-L_ . )‘m«&.")"AJ"hl*""

- ) ‘ tracts and Other Effect1ve Teach1ng Strategwes West Nyack New York Parker

3
R oew T~ -y x-r,.

T ‘PﬁB}ashan, Inc., 1972) presentat1ons by Bav1 Armstrong of the Texas

K

~ A&M Un1vers1ty Department of Educational Curr1cu1um aﬁdvggstruct1on and

s s ‘~4class handouts focus1ng on pract1ca1 approaches “to deve]op1ng 1earn1ng
stations and to preparing proggammed 1nstruct1ona1 mater1als. The focus‘
of this course.was twe- pronged On the one hand _there was a des1re to .
prov1de participants with a genera] background in the agea of materials

. development for 1nd1v1dua11zed programs on. the other hand there was a o

L des1re to prov1de parﬁ1c1pants with opportun1t1es to get "hands on" exper1b
" et ““‘——-ﬁe,w,»?tivb ¢ RO ol -
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encelantdeve10p1ng 1nd1v1dua11zed materia]s, focu51ng ‘on the,free enter-
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. prise system that they wou]d have prepared and ready to use in the1r - .

N o

i qQwn classrooms dur1ng the 1977 1978 schoo] year : . ' N P

Part1c1pa’?s were provided w1th spec1f1c gu1de11nes re]at1ng to the , :
St L preparat1pn ‘of materials organized according to the f0110w1ng apprdache5° ‘

REREE ‘s»t(J)gcentractwactzyntympackages,-(2) 1eard1ng stat1ons or 1earn1ng centers, R
. . - "-L .

DA
‘ e Mx‘m rmorbegiond B B
£ (3) program@ed instruction. Add4t1ona11y, a]] part1c1pants were requ1red

to develop a recoxd keeping system to help them track progress of 1nd1v1dua1

/s«

. > students~a; they progressed through the adopted program. Further, part1c1-

pants deve]oped resource materials’ Tists 1nc]ud1ng items they m1ght w1sh

<4

-

to draw from as students began workang with mater1als they developed. ‘ L .
. ;“0 5 7 <

. Because of- the 1nvest1gators 1nterest 1n determ1n1ng whether par{ici-

«

¢ pat;on in a "hands- on" 1nstruct1ona1 mater1als deve]opment task had a fac1]1—‘

tating effect on part1c1pants 1ea¥h1ng of content re]ated to the 1nstruct1ona1 o
. mater1als they developed, ‘participants were asked” to deve]op_"Jﬂstruct19na1 "

. 5 R
- products" ‘(contract activity packages, programmed instructional units, learn-

ing stations/centers) focusing on content jim{ted to the £0llowing eight « -

N S behav1ora1 objectives: : AR S P v

4 I - 'y

....

L ' " 1.7 Students w1T] po1nt out. central featUres af the “economic -

L . prob]em. . } L

.( - ";-::..:‘ . . . s . s . R

oL o 2. Students w111 def1ne and deséfibe re?at1onsh1ps between the -
e - ’ . concepts “scarcity" and "opportun1ty cost." . “, ° N
‘ 3. ‘Students wil ifferentiate among "trad1t1ona1 economies," PR e
PR ) < . "cpmmand/central ed econom1es,“ "market/decentra11zed econo-
) S . m1es," and "mixed economies.” Lol e

-’?-

. P
- -

- ../ ™ 4. Students will descirbe producer and consiimer incentives, 1n a_
‘ N - . free enterprise economy. - I S
IR o - éz Students w1]1 descr1be the market mechanism. -
’ 6. Students w111 identify the role p]ayed by compet1on 1n a - )
, — - free enterprise economy.. . .
-/ T . " ., -
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’ o : - .7, Students will 1dént1fy effects of qrof1t$ “and 1osse;\\\\\\\ “r
. . " ih a frée enterprise economy.

B
-

O ‘ 8."Students w111 point out the scope and funct1on of pererty .
¥ights in a free, enterpr1se economﬁ L PR

‘e ; . 5 s s
:\:ta~‘ . . o *

. . B.” Sample ° . I ) ? 1 :

;\‘ — N . . ’ N ) - < "o c
: The sample used in this investigation'included>a11 participants in

J_~~ - . ;f the 1977 Ame§1can Economy Inst1tute presénted at#Texa§ A&M Un1ve;51ty, Lo f
SR

!

to11ege Stat1on Texas from June 6, 1977 through‘July 1, 1977 AN pért1- 7 ot

. c1pants were exper1enced teachers 1ntend1ng to return to the1r respECt1ve
c]assrooms for the-1977-1978 school’ year Of the 38 part1c1pants, afl )

k) L4 ‘_nk""‘

’oe but four were secondary school teachers These Jnd1v1dua15 were se]ected"'

7 ’ %
b

on a f1rst -Come, f1rst serVed basis from app11cat1ons rece1ved as a resu]tv .: R

. N -

-

. of a.distribution of brochures to secondary schqo] adm1n1strators, wordaof-

<
P T

-

mouth recommendat1ons From part1c1pants in Ip§t1tutes Qffered prevzous } . ' i
. S v, > "-".c j
years, and from an advert1sement in the Texa§ Outlook Support1ng grant e

~

,a&__'
money. from ‘the Texas Bureau for Econom1c Understand1ng and Investnnn Amer1ca

o R Nat1ona1 Counc11 Inc. pa1d for tuitions and books for all part1c1pants -7

- [

S

Geograph1ca11y, they came from"nearly every part of the State of Texas.
Q 7

L ST In terms of age and experience, they var1ed fr chers coming fresh from s ‘;
t '"' * “; . ; -
their first teaching posftion to those 1ook1ng retirement afteﬁ' RS

. thirty or more years in the c]assroom In terms. of background in economacs,
. ‘ most had a s1ng]e ¢ollege-level course or less, a few had a substant1a1 o .
Q\ undergraduate background and one 1nd1v1dua1 held a master 5, degee in tﬁe ¢

e . o ’ “~o - .
JT, . T f1e1d Most weredteach1ng in social. udzes departments, 0f the others, .

L] ' 3. _o,

'7_., et a 1arge ma30r1ty ‘were bUS1ness educat jon teachers. . .o £

¢ ’ . ' 14 . . . ‘ .

. ? - ., C. Desi \- L0 ) ‘ ' -, .‘;‘: %—- . x
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T ' ég °. Th1s 1nvest1gat1on utilized a s1mp1e one group pretest pos

e, ‘ design. As Campbe]] and Stanley (19 3) note this de51gﬁ/has severe ] i~ e
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tat1ons as a: deSTgn for- exper1menta% reseatrch. -However, it should be - —-
LY .

noted that this 1nvestﬂgat1on, in character, is eva]uat1on research N

d1rected pr1mar11y toward an assessment, of the 1mpact on participants

3
e

& ~ of the Amer1can Economy Inst1tute of 1977 NOLclagm is made for broader.

app11cat1on of the results. However, some of the products of this éffort,

.

for examp]e the test 1nstruments deve]oped have  potential for app11cat1on

R T

PR TR 2 I
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1n research efforts, more truly exper1menta] in chgraceer Phase II

’ of this project may well generate*more widely generat1zab1e information.

. ? . I [
.4 . . The present study-utilized simple "t tests" to compare differences

- - between pretest and posttést scores. .Differences were destgnated “signi-

f1cant" a]] cases where computed "t" exeeded tabled "t" at a cr1t1ca1 —

s

o - elevel of 05, The fo]]ow1ng compar1sons were made:i 4 ) \
| Prestest, scores, on the.ent1re 105-itent "test of free enterpr1se S
) understand1ng" and - posttest scores on the entire T05-item "test .
-t ) of free enterpr1se understand1ng » ‘ R e
s 'Pretest scores. on the '87 "demonstration of undérstandings"-Tlevel
items on tHe "test of free-enterprise understand1ng" and posttest
_scores on the 87“"demonstrat1on of understand1ngs '-level 1tems on
= the "test of free enterprqse understand1ng “ - ~ T

* . Pretest scores on the 18 "making ghp11cat1ons and.inferences"-1eve'
, , . . items on the "test of free enterprise understanding" and pdsttest stores
P on the 18 "making applications and 1nferences" -level items on. the
. - "tést of free enterprise, understand1ng -

: . “_Pretest scores-on the 13 items on the “test of free ‘enterprise © R
"%R\ . T understand1ng" focusing on the topic "The Economic Problem" L
) ¢and pogttest scores on the 13 items on the "test,of free enterprise
e underst nd1ng" focus1ng on the topic "The Econom1c Probtlem.' o

Pretest scores on the 5 items on the“"test of free enterprise under-: . '
< . standing" focusing,on the topic “Alternative Economit Systems" ard
o posttest scores on the 5 jtems. ou the "test of free enterprise under-

-

o S stand1ng" fo¢us1ng on the topic” "Alternative Econom1c ‘Systems." |
Pretest.scores on the 20 1tems on the "test of free enterprise )
M understanding". focusing onegpe tOp%€5“FFEe Enterprise and the Economic |
, ’ Problem" and posttest scoref on the 2Q items on the "test of free - §
interpr1se understand1ng" focus+ng~enathe topic-"Free Enterprise and.
he Economic Prob]em, . ,rd;-an .

o . - Samaw ™ . -
. . - .
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. : 18 )
%éé,;, .. %retest scores on the 24 1tems on the "test of free enterpr1se
- understand1ng" focusing on the topic "Supply, Demand, Markets
. . and Prices" and posttest scores on the 24 items on the "test of
, . . free enterprise, understand1ng" focusing gn the topic *'Supply,
. ] a Demand Markets and Prices."~ - o '

Pretest scores on the ‘21 items -on_the "test of free enterpr1sé
understanding” focus1ng on the top1c "Evaluation of the Free’

'/L;/- . Entérprise .System” and posttest §cores .on the 21 1tems*pn the

, ... "test of free enterprise understanding’ focusing oﬁ the top1c | ’

e * u . ) X 1{“‘-‘/"/
v Eva1uat1onﬂofﬂthe Free En;erpr1se System.® - }A pad e J

~ Pretest scores on the 22 1tems on the "test of free enterprise
- . understanding" focusing on the topic "Economic Perforinance: Measures
and Dimensions" and posttest scores on the 22 items on the "test
6f free enterprise understand1ng" focus1ng on thettop1c "Economic'’
Performance Measures. and Dimensions.' RN . '
Pretest scores/on the 39 items assoc1ated with behavioral. objectives
that guided development,of participants "instructional products”
. - e and posttest: scores oh the:39 items associated with behavioral.
A T ObJECt]VES that gaided development of part1c1pants "1nstruct1ona1
A . . products.”

. .
+. . -
‘

N Pretest scores on the 66 item$ not assoe1ated w1th behav1ora1 objectives
‘ thal guided Yevelopment of participants’ "instructional products. and
. ‘ J posttest scorgs on the 66 items not associated with behavioral ob3ect1ves
oL that gu1ded deve]opment of part1c1pants’ "instructional products

-
<

-

. 1
\ 4

. -

N T, Dependent Measure

- : Once. major top1cs, major concepts,: and behaV1ora1 ob3ect1ves were

- 1dent1f1ed° a dependent measure cons1st1ng of a 105- 1tem mu1t1p1ercho1ce

. . test was constructed., Ava11ab1e tests, though commeﬁdab]e.for the pur-"
' poses for.which they weré designed, were found not to have the appropriate
"

e, narrow. fogcus on issues associated w*th the free enterpr1se feature of

[ . H (%

- F - s .
*the Amer1can cap1ta1Tst1c system, To assure that test1ng had a“ %og1ca1 3

1

A~ and~a congruent re]at1onsh1p w1ﬁh Ebe contents be}ng presented dur1ng

‘ " the Econom1cs 615 component of;thengZlfAmér1can Economy Inst1tute a
' A
o .
. — decision was made to develop-a test specifically targeted toward the

* topics and concepts that‘had been 1dent1f1ed to gu1de 1nstruct1on during

Q t j

L

-

e the Economics 615 component of the, Inst1tute

Items. were examined for va]1dﬁty by experts Tn'econom1cs ‘Relia- * w .
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Amer1can Econpmy Institute part1qapants) through a TESTAT program

.TESTAT a procedure mod1f1ed and edi'ted by Donald G. Barker'and :

© for the Behavioral Sciehces:(New York: Holt, Rinehart, Winston, 1967)

““tnrovides a measure of total test relfability (KR-20 formula) and

:posttest items focusing ‘on, each of the major topic areas revéaled sﬁgni-' =

| The pattern of DFEtESt and posttest scores by tota] test and by maJor T

kS

.'a ot ."' -

bi]jtj was*checked by running pretest and posttest data (from 1977 -

Walter F. Stenn1ng based on Déna?ﬁ J: Ve]dman s Fortran Programmung

provides point—by—seria] correlations between individual items and (1) >

1 . -

subscales "and (2) tota] test scorés . . :

<

On the pretest tota] test re11ab111ty was ‘9290 On the posttest, -~
there was aasomewhat surpristng dec11ne from that level to .8559. A

slight d1fference 1n testing procedures may account for this d1fference
? r
The pretest adm1nlstered on the first day of the 1977 Amer1can Economy

0N

Institute, was the on1y assessment instrument g1ven that day. But, on ' -

" the date of the posttest, July 1, 1977 - the final day of the 1977 Ameri-
- AN

can Economy Institute, an additiona], very challenging 20-item test was A
Siveﬁ Poss1b1y, thp.factor of "test fatigue" contributed to the diminution
of computed re11aan1ty on the posttest. Evem with the’ dec11ne, )nQest1—\ 1
gators conc]uded that reliabilities were high enough for Them to have -
conf1dence in the re11ab111ty of the instrument developed For use as

a pretest and as a posttest

S |
. .- « -
. Te i ,
. M .

. - . FINDINGS - . ~ -

-
? ¢ ¢

T-tests of differences between participants total'scores on the

pretest and on the posttest revealed that there was a significant gain.

L i . . . ' - - .

Further, t-test comparison of differences between pretest‘items and —~— v

¢ ¢

f1cant ga1ns in scores assocaated with five-of the six maJor*top1cs--— - e

» .

topic areas is illustrated below: _

/ i . - . - o
. ) 25 S , e -
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) .o~ Pretest Means }7.5 4:2{15.6 14:1 - 14.0 |12.3 |g7.4
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o L IO S e e L g b= e - .. N
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Ny, e . Other findings included & signjficant .increase 1n postlest ce
e . . - A <
‘“’;';"’-““ (] . ) 1\- . . " - . o
RS scores over-pretest scores on items written at the less challenging

,. . . . . ‘ w

% ” . ‘

::, , "demonstration ¢f understandings" Tevel. Further there was‘a - e

he - . N .

d , ’ s1gmf1cant 1ncrease in posttest over pretest scores OR 1tems wr1tten %
i
/‘ - ' ¢
< ) - at the mdr%c.haﬂengmg makmg applications and 1nferences" 1eve1 e .
PR
- 3 !
Posttesf scores on clusters of 1tems¢assoc1ated w1th Benavwra’l obJeg-
’ A 0 g , ﬁ P

e ' . t:nves part1c1pants used to gu1de development of "1nstrhc,,t1ona4 pro- o

. . 5 - 7 o

& L3 . . . .

o .o vducts" were 51gn1f]cant1y higher than pretest' scores. Likewise, post- -~

. - ’ - ’ -~ e t ] a«f\ ! .
L test scores on c]usters of items associated with behavioral obJectlves v

> ww {‘ that were not used to gu1de deve]opmenb-fof "1nstruct1ona1 produots*' . .

N w - r; - + LR

Viaew e e > _m__xef;e\ Jngh,er than the par‘a]]e] pretest’ scores S s p

L T \ .

- ’ ~ ok :@g - : .‘. i

Fo I'rr“S’ummary, the. foﬂowmg reseaych™ hypofﬁeses Were sustained / ,

: i ‘ ' ‘ . ‘%n o , ; '
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- e i — ' N ' : v .
7 oot ‘ ) N Posttest scores’' on the efitire 105-item test Were - S T
e . s, ...t v .significantly highér than pretest 'scores. DA . -
%?fj S . 24 Posttest scoras ort c]usters of items assoe1ated respectwve— g o
& SIS owTiIo . ly with the'major topic areas of {1) The Economic Problem, .
5 ool sl U7 (2) Free Enterpr1se and the Economic Problem, -{3). Supplys ;
R R Demand, Markets and Prices, (4) Evaluation of the Free ,
S - Enterprise System, and (5) Economic *Performance: Measures
3 s - . and Dimensions were significantly hjgher than pretest scores. -
S" & ) ) o R
gi “ T F Posttest scores .on the 87 test 1tems written at the Tevel

. of “demonstration of undersgand1ngs“ were s1gn1f1cant]y
. A h1gher than pretest scores. - . . .

. Posttest scores on the 18 test 1tems wr1tten at the level

- 6f "making appiications and 1nferences" were s1gn1f1cantly
higher than pretest scores. -

’ Posttest scores on the 39 1téms assoc1a£ed w1th behavioral
e objectives used to guide development of Yinstructional

R S .

g e NPFOQUEFS? were s1gnuf1cant1y h1gher than pretaet scores. \
. . . 7 77 7 7"6 “Posttest scores on the 66 items not assoc1ated with behavi- -
- —— —= - ——oral objectives that guided -the deve1opm%nt of “1nstruct1onal

s

- ) )products" were higher than pretest scores. . .

Hooow g
- The fo]]owrng Fesearch hypothelis was ot susta1ned %u
N oy - 4“ ;
Lo "7+ 1. Nosigdificant difference was observed between pretesf%
A to ol . scores on clusters of items .asSociated with the maJQr
?f - SR _ top1c ‘area of Alternative Economic Systems.“fa
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In.generai f1nd1ngs revea]ed that°the Amer1can Economy Inst1tute &

R
ognt %
ST

i
s

SR
5

of 1977 5ucc1$ded in transm1tt1ng content- assoc1ated w1th ‘the guiding

©
£

behav1ora1 obJect1ves and maJor topzc areas. Further, 1nstruct1ona1

¢ -

-:: \' . treatment in f1ve of the s1x major ¥epic areas resu]ted 1n s1gn1f1cant .

N T

o
y}:ﬁ
!

\\:nq' . ga1ns in test score performance as revea]ed in compar1sons beween pretest
e A \ < T -
gand posttest scores. 'Only with respect to the.major topic area of A]ter—

F AR Y
=
5
&

=

native Economic Systems were no significant differences observed. This

f1nd1ng might be exp1a1ned by the very smaT] number of test items (f1ve) o
hﬁ}bwnaw\m ;\y-...:’ '.h - A ; ‘.ﬁ"',.
assoéﬂated with this area and the high scores Tnd1v1dua]s ach1eved on’ .
2 * -

the pretest The 1mp11cat1on 1ssthat kq\zledge,1n this genera] top1c
[mc e Lo Y

el . . H
i ) : . B © e <

%}” ,5@ et




. area apparent]y had been acquired by a sizable majorfty ofﬁtheJInsti- LR s

tute»part1c1pants before their 1nvo]vement in the Inst1tute program

e e

The very h1gh scores on the pretest 1ei;/11tt1e room for 1mprovement ;' o
. *\‘ "v’ - R
© on the posttest. Indeed, the posttest revealed a “topp1ng out" effect

. P

»

characterized by 1nd1v1duals respond1ng correct1y~to every ene of the . _
téms associated W1th the maJor topic of A]ternat1ve Eeonem1c Systems ) A;‘ - i
Th#s “toppirg out effect," a phenomenon caused by ( ) bart12}pant§
rather high, Tevel of knowledge regarding this area and (2) the very sma]f . .

number of items ava11ab1e put-a ce111ng onr posttest scores that resulted

N . ’

in the1r not be:ng capab]e of providing an incremental ga1n over the

very h1gh pretest scores that was suff1c1ent1y 1arge to aehteve statistical

o o~ . : :
~ . significancé. o j : .

g ’ " Thus, the failure of significant. growth assoc1ated W1th the top1c
» - = - .
of A]ternat1ve Econom1c Systems apparently resu]ted more From prob]ems

associated with.measurement than with any learning problems participants

encountered. Indeed, partiéibants' background in ‘this area was sound ehough
< 7/
_in this area to~raise a question about the adv1§ab111ty of devot1ng 11m1ted

A A

'1nstruct1ona1 time to a cons1deration¢of this issue in the Inst1tute Some

thought may be g1ven to rev1s1ng the top1cs to be presented during the

1978 Amerf%%% Economy Inst1tute to~e11m1nate a spegial block of 1nstruct1on

f
E ’ )
In summary, the results of the test1ng program revea?ed no serious

"soft*spots“ in thé Inst1tute program. ’As measured~by the adm1nlstrat1ons “

*a .

) focus1ng on A]ternat1ve Economic Systems

RN

of the pretest and the posttest, participants demonstrated marked growth
fein the1r understand1ngs of_ concepts rassociated w1th magor topics. These

data suggest no need for-extensive redesign of 1nstruct1onal procedures

3 o W

- b as$0c1ated w1th any of the maJor topic areas In essende ,‘the ﬁmp11cat1on

appears ‘to’/ be that the 1nstruct1ona1 mode] beﬁng ut1lwzed is bas1ca11y -

. - \ ’ R . . H
. ' - T
L] L -
. . . . .
. . . [l -
.. K . m . . . .
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‘ :
sound and. that, in preparat1on for the Amer1can Economy ‘Institute of
1978. efforts would be d1rected mOre proper]y at honing and refining

procedures used during the 1977 Institute than @ comprehensive: re-

+
4

designing of* the program. .

4

. [ .. A . B ,
CURRICULUM PRODUCTS RESULTING FROM THIS STUDY . J?"
- '\,& -

As noted-prev1ous?y, th1s study compr1sed the f1rsﬁ;phase of . a

two-part effort. The second phase ‘will be d:rected’t;

the free enterpr1se understand1

lWﬂ\M .-

.' T
- I.lv :\71

in the 1977 American Economy Inst1tute.erhisﬁw111 be ae;gggifshed by

-?L,r..' <‘13-

1~
adm1n1ster1ng a pretest 1n the fal]-of $§ﬂ$;dnd a posttest nn the spr1ng

~ s

of 1978 The 1nstrument to be adm1n1stered to the secondary schoo]
. i:

' Students represents a 50-item d1st111at1on of the 105-1tem test g1ven
" as a pretest and a”posttest to the 1977 Amer1can Economy Inst1tute par-
ticipants.

- As was the case with the 105-item version, this test\yas referenced

e . ' . . .
.to major top1c.areas, major conceptss arld behav1ora1‘ob3ect1ves: The-_

major top1c areas were identical to those used as foq1 for the Amer1can

¢

Economy Inst1tute of 1977 with a single exception. The maJor top1c of
A]ternat1ve Econom1c System was eliminated. Th1s was done for two reasons.

F1rst of all, resu]ts-from testing w1th 1977 Amer1can Economy Inst1tute <

_part1c1pants revealed that a good dea] of 1nformat1on about th1s topic

a

was ava11ab1e outs1de of a formal course s1t“%f1on Second, the topic,.

though certa1n1y appropriate for a general_course in econom1cs, did not

méet the criterion of cJose assoc1at1on with the free enterpr1se feature
of the Amer1can.cap1ta11st1c'system. Deletion of this topic left the
] : ) : .
. following five: ' . . . C . ~ .

1.-.The Economic,Prob]em ” T “ -

1
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2. Free Entenpr1se and the Econom1c Problem .

) @

o .

R ‘
, - 3. Supp]y, Demand, Markets and Pr1ces ) K -
) 4;‘ Eva]uat1on of the Freeé Enterpr1se System R ; ' /
. "5, * Economic Performance Measures H _ |
‘gheﬁéolitem test ?toe]f was oonstrdcted after a‘careful pon%ideration S

. of analyses of,data.from pretest and posttest administrations of'the 105-

"~ - . s - L ] .- .
. . ., L3 1 . s . - . . s h
. . > . - item instrument during the-1977 Amerjcan-Economy Institute. Items from \
] he 105-item test were e]iminated that, 6n'both pretest and'postest” were

B i o] v

characterized by negative, po1nt by-serial correlations w1th total test

A 3 . -

{, ) . scores and by* e11m1nat1ng 1tems that oh both tests had'po1nt by ser1a1
N "~ correlations with total test scores..below the level of +.30 and above

y . A

. - > .
the level of +.85. A few items-were inctuded that violated these decision

a

ru]es because of a\desire to inc]ude'questions'fod&sing .08 major concepts

associated with each’ of .the’ Five major top1c areas noted above = VL

’ ' -

i Th1s 50- tté%‘test and the maJon top1cs maJor concepts, and behay;ora]

J‘ .__,_.«_./! ~,-«
) _ objectives were organized into a 29,page booklet_. ent1t1ed-"8ehav10ra1 ObJpc-

e R e -3;>w<: s

tives, Major Concepts, A Top1c 0rgan1zat1on Matr1x and KW§EVelopmenta1

) 7 --Yersion of a 50-Item Test for a Secondary Schoo] Course in Free Enterprise.”

Out of a recognition of the very Timited quantity’of materiaf presently
. ayailable,to gdide course development to me?t tne free.entenbrise eddcation
requiremeht eétab]ished under Texas House Bill 1118, a de;ieion was made’
to brint 200 ggoies‘of these materials. Copies have been distributed to
i‘ - | all Regional Eduéationa] Service éenters in Texas; to thé Socia1|5tudie§
' Coordinator at the Texae Education Agency, to a number o?’district-]eve] e

.

*social stud1es coordlnators, and to the Educat1ona1 Resources Informat1on

. _ ‘Center (ERIC). The Texas A&M Un’yer51ty Center for Education and Researcb

in Free Enterpr]se has agreed to underwrite costs assoc1ated.w1th’d1str1— ..
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“bution of tnege'materials. Agencies and individuals have been_invited

¢

to. réquest add1t10na1 cop1es of these materials for dlstr1but1on to ‘
,L.

1nterésted parties.

[
. ’

.

This investidation also spawned the development of a number of

“instructional producté." Developed By_panticipants during the American
. - ' k] )
Economy Institute of 1977, these "inét;uctiona] praducts” include (1)

X »
<@ Y v r \

" programmed learning m&terials, (2) contract aétivity.backagés} (3)\retord—'

LR

keeping schemes for free enterpr1se educat1on programs, and (4) learning
, . R
centers and 1earn1ng stat1ons instructions. Part1c1pants deve]dp1ng tl

-

these materlals signed a release authoriz1ng théir dup11cat1on and distri-
bution to intergs;ed parties. These materials have been catalogued and

will form initial "deposits" in an "Instructional Mater1a1 Bank" to.

be housed and.managed by the Texas A&M Center for Educat1on and Research |

" on Free’Enierprise. The Center is presently undertakjné a puﬁdicity 1

a

program designed to advise Tekas educatbrs that these materials are
&\availab1e. The Cénter will underwrite some reproduction and mailing
1 costs. A total of 78\separate "instructional products" were developed

b R
dd?1ng the 1977 Amer1can Economy Institute. These student-oriented

mater1als will be ava11ab]e to interested 1nd1v1duals after September

1, 1977.
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_ 0 ee— 7.1 .AMATRIX OF MAJOR TOPICS, MAJOR CONCEPTS, ' - - :
’ © 0 7ot % BEHAVIORAL OBJECTIVES,#ND RELATED PRI e, 4 o
TN T oEoSE ot et CTEST ITEWNUMBERS'USED DURING THE ~ R . 3. o
o - AMERICAN ECONOMY-- INSTITUTE OF 1977 = = - e L v
;i‘. ] o i . - \&k’\\\ B ) ‘. N
¥, N <. ’ - R i
¢ TOPICS ; A.” ThexEconomic Problem B. Alternative Economic: System
g“ a2 * N € [ ~r-_3_'~ o - N . -5 P
: . L _ v, . '\ - . RN , » ’ o
,BEHI’\'V-IORAL + Participants véii-&li.bo%lt‘:e;t-:cgntra],a Participanis wﬁ%“d-'i*fferjentiate, among - - < : R o
OBJECTIVES features of the "economic problem.” .~ “"traditional -economies," market/decen: s ‘ )
. - . e G tralized.economie$,”" and "mixed &conomies." o -
. . Participants will define and describe : \ . - n? LT
: , ", relationships-betwekh the toncepts - . o . s )
5" ~"scarcity” and “opportunity.cost.” . r . R LT o
f‘ 1) , T . 1 e . 4? A ::3’ *’;E T
* ’ o < - . .
: - T w . ’, P, ’ R
. TG . : . . . .
3 - - * R _ - — y .
; E ::;..-; & ) awns . ( * ' ° * '
. 1. Ecenomic Wants , 1. Tradition =+ g B
: WAJOR - 2. Productive Resdurces .. - 2. Command/Centralized . .
" CONCEPTS 3. Scarcity and Choice 3. .Market Economy - «
e ) . 4. Opportunity Costs, 4. Mixed Economy ‘ '
s Trade Offs ; 5. 'Economic Activities .’ ~ g !
: 5. Marginalism ang . ’ VoL e Ty
-Equilibrium ; h . , .
5 . \ . X i " < < % “\ e
?,- . . . ' L e N " < [‘ ) - ) .
TEST 1.2, 3 8,5,86,7, . 12, 13, 14, 15} .16 ’ ’
GITEM 8, 9, 10, 11,76, 77, - . " . ) . ;
e >‘NUMBERS PR 83 > ;N . .L i '
Y , . — - . y , 7
N - o ' . ¢ .« s 9 )
¢ b " ) R S . s .
+ ’ s : e + x 36 -
w eed § ’ ‘ - ) T, - ‘. Ry




. TOPIES.

MAJOR

L, AT <L

. TEST
ITEM

. CONCEPTS

NUMBERS ’

BEHAVIORAL
OBJECTIVES ;

.
i

F

S R SR V. S

il - - ’;\\_\" \q P » . ' A . ' RN

’ Y - . - -:_,.':—:,:7:‘“_‘_:_‘}._1 . /\ ‘ _. — - /‘/ 3
R B el bl . S ,

".’C.__Free Enterprise and the *-D. Supply, Demand, l,

. Ecbnomic Problent . Markets and Prices } a2 )
Part1c1pant§,.w111 des_c,rwbe producer Participants will define yAe Lo | Lot
and consumer 1ncEntQ1ves “in a free concepts "supp]y" and "demand" ' :

« enterprise economy and describe how changing re]at1on— ’ -

" ~ ships between supply and demand ~ ,

, Rart1c1pants will descmbe the mar- affect prices: \ )
ket mechanism, . #4 ‘ ,
' ! L [Participants will describe the role 5
Participants wiH 1dent1fy the role of prices in a free market. economy .
played by competition in a free - .
entérpmse .economy. ~Participants will describe variab]es . N
, ) that 'go ‘together to define
,_‘Par‘t1cipants will identify effects ~a "market structure." - [
of profits and losses in a free, o e e
enterpmse economy. N S v -

L, Participants will pomt out the | " -, . Tt
scope and fupction of property : <o N ¥
rights in‘a frée market economy. ‘ . ’ .

. o S . b

1. Incentives L 7 - 1. . Mieroeconomics - .
2. ‘Market Mechanism ¥ < 2. Market .° ' .
3. - Competition . ] EndR 3. Supply and Demand

4: Circular Flow of Income T / . Prices, Wages, Rents, , ‘

5. Role of Profits-and Losses . 9 Interest Rates .

6. .Economic’ Freedof ~ - o 5. Market Structures

7. -Property Rights . =~ 3 . ;& o256, "Other Th1ngs Being Equal"

8. -Limited Government L R C o .
— ; ; — 1

;/ 17,18, 19 20, 21, 22 23, - 30, 31,-32, 33, 34 35, 86,37, o o /

L 24, .25; 26€ 27, 28, 29, 72, -~ ¥ 79, 80, 81, 85, 86, 87, 88, 89, 90, Y .
13, 74, 75‘ 78, 82, 84 91, 92, 93, 94, 95 96 97, 105 {i Lo
J .. .

\ - ’ " - S 3.8
- L} .

NS §“2,t ' [




o wen JOPICS " E.. Evatuation of the Eree . F. Economic Performance:.. .
: ' EnterpriSe System : . 'Measures and--Dimensions

v BEHAVIORAL: ,Part1c1pants will cr1t1que ‘the perfor- : Participants will define.the
OBJECTIVES, mance of economic systems'in terms of concepts "labor force," "full i
: their (a) allocative efficiency, (b) . = employment "_anﬂ_ﬂunﬁmleXment Yoo
distributign of income/wealth, (¢) abi- - : ST
1ity to promote economic stability. . Part1c1pants w111 1dent1 y and descrlge_px
- measures of "economic performance"
Part1c1pants will 1dént1fy goa]s of L 1nc1ud1ng GNP and NNP. .
society and point -out how alternative- \ - R -
priorities among these goals affect > | Participants wiltt~name selected
:vthe nature of a given economic system. .~ data sources where information related
to measures-.of . econom1c performance" .
Participants will evaluate governmental - can be,gpund ——
1ntervent1on in the private sector. Clo e uxa-a~~¥»~— = SRR
’ Part1c1pants ‘will identify recent .
ratesrof “ififlation and describe the impact
of "both—=irflation and deflation on prices’
and purchasing powers
e
Participants w111 define and d1fferent1ate
among the-concef§ts Wamaunt;“ "rate," " _
"index ny er," Ereal value," and
"nomwna1~v ue."

~

——— - - Y -4

L Ry s e S
E I e -

;‘; (4 — - N

T

MAJOR . . -Goals of Society 3 1*‘*3%3%%?%?%51‘€6hceﬁﬁ?
CONCEPTS , 2. System Performancé Pradyction, Employment
- Role of Government ' Mg Income, Prices.

2,
;o . " - 3. Income
- 4.

s Y Prices -

P " 38, 39, 40, 41, 42,743, 44, 45, 46 53, 54, 55, 56, 57, 58,.59, 60
oo LTEM o | 47, 48, 49, 50, /51, 52, 100, 101, 102 61, 62,63, 64, 65,.66, 67, 68,

e

: NUMBERS” ~ a1,
”RIIRJ}Z PR . | 69, 70, 71, 98$‘99, 104

3
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TEST OF FREE ENTERPﬁISE "UNDERSTANDING - 105 itemversioh . ", 33

. . - ' ' A
) .

'1n¢NThe process of sat1sfy1ng wants is referred to as ' i?% £ T
a. eonsumpt1on \ ] - P ) . ,
= : b. fgrat1f1cat1on. .. A L
= s . c. ‘ﬁftdization.- ‘ . . ' . - _

- d» . accommodation.

. “ S .
2. Natural resources, human resources, and capital goods are examples of
a. contemporarial indices. . . - . : F

O ~ b. " productive resources.
W * ., c. quota-based resources. .

4%
w4 marg1na1 resources. ] . J )
5 3. Cap1ta1'goods are - N . |
’ a. accumu]ht1ons of products that can _be readily converted to cash. .o
‘ . r
. . «b. prodycts d15tr1buted primarily er\\pblitdcal centers of industrial

nat ons.

c. goods produced by man's past'efforts that are ava11ab1e\to produce
" - other goods-in the future.

s

d. consumers' holdings of bonds, debentures, commons stocks, preferred
_ stocks, and trust*certificates that can be converted easily .to cash.

4. Because peop]e s wants exceed ava11ab1e resources, there is created the g
oo basic econom1c prob]em of . N ’
a. acce]erat1on. o . _ ‘
e b. margina]ity.’. . . b ' .
. c.. ,elasticity. . S .-

| . d, scarcity. : v
. , _ .
* i . s . ) P . + ) ¢ g : .
5. Since wants exceed available resources, péople, in déciding how to use .
those resources, are forced to . ‘ )
. . ., > gl ’ - g
¢ . &. abandon their wants.. : : ‘ o
L, "b. calt on the government. . T . :
R i M . ! : i ’ . . ! ’ ’ o .
! | ¢. make choices. *~ . I ¢ : bR T .

~‘, ) * v ‘ . . . é ‘ ' : ) ‘. 4 3 “ ‘ ' ‘ 1
- © v d. callin the1r marg1nst P , j. ? o k
2 oo 1 A Y . -~ J : ’
] e
e 6. When.a decision is made to use a scarce resource in a certa1n way, someth1ng -
N " 1s given up. The term that is- used to descr1be what is g1ven up is ,
- a. marginal resource. . © - \ c

. M | + } i -
Lo . . e ( ’ N
s B b. "opportunity cost. _ ; o f \ ,
L. : ¢ dichotomous expensez . T . i ‘

- i ¢ ~

d. wutjlity decline point.
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. 7. Costs ' L .

) e a. are always measured in terms of money. )

b b may include things other than monetary costs. ; y
’ S never 1nc1ude monetary cons1derat10ns
I
- d a]ways exceed res1duals

‘e

S 8. Wh1€h of the f0110w1ng statements is most cons1stent with the definition of

“opportunity cost?" /. - . . .
‘ .
' a. The cost of’gmportun1t1es para]]e]s sh1fts in negative demand )
curve rat1os . .
. b. The cost of any act chosen is equal to the cost of any other act
i _given up as a result of that choice. St
’ c. Costs reflect entry- 1eve1 surcharges that. occur when businesses are
. f1r§teopened . e < _
. ) | d. Costs reflect ph1logenous variables, whereas prices ref]ect protogenous c
‘ . variables. C
9. When a consumer thinks about the consequences Qf buy1ng one unit less or
more or a given product or service, he 1s engag1ng~1n .
- '_ ' a. economic equ1vocat1on . i
h ’ b marginalism. - ' )
_c. “elastic decision-making behavior. PR
d. "bootstrapping.” 4
10. Every ecoromic system attempts to respond to the fo]Towing three
_questions: . ’ 4 A —
a.. How much? - How fast? How good? .
b. What? How? For whom? L - '
i c. When? Where?” Why? - . oLy _ -
d. How soon? How much? Where? ‘ : - ’
. SN T LY FaPR . ‘
11.- When changes occur in_supplies of goods provided or in demands for goods
_available, a series of reactions occurs. When these reactions subside, a . . °
v new stabiTity of prices, supp]y, and, demand is observed. This stability T
1s referred to as the ! , e

Iu:, _a. marginal utility. ’ |
b. ~ aggregate pleasure effect. f B & ‘
c. symbiotic demand, node. ' ) _ -
d. equilibrium, N / ) -

solution of the economi¢ problem tend. to repeat decisions of their ancestors,
~ that society is likely:to be charactérized as a

s

12. When cénsumers live in a éociety in éhich their decisions directed toward

Ve
- a. command economy.
| . traditional economy.

4
i
- & -4 )
- ) }
i

43 .

b
s €. market economy. .
d. -infrastructured econony.

G




pe!

Ay

TR
N

LN

e

ERI

"J5. Most societies have neither comp]ete]y centra11zed nor completely

13. A society'in‘which decisions are made in the economic realm by. a v
centralized governmental authority i¢ likely to’be characterized as a

a. command economy. s - : : .
b. -decentralized economy. .

" . “

‘¢.  market economy. . - .

‘
o 4 1o
=

d. trad1t1ona1 gconomy. ' o “

14. A soc1ety 1n wh1ch a]] persons part1c1oate in economic dec1s1ons in their
varying roles as, 1nd1v1dua1 coﬁ’umers and producers 1is Tikely to be '
character1zed as a . . NS . -

3
—— . N

¥ a. command economy . © - .
:b centra]1ze¢,economy. . _ = ‘ s
c. traditional economy. “

,d. market~economy ” .

decentralized economies. They have ** . : ‘
. market economtes. . - . ’ )

b. dichotomous economies; . ' - .

c. mixed economies. ° o

. .d. marginally:allocative economk
16.. The econom1c act1v1t1es of production, exchange, consumption, investment,™
and savings - . , _ I

.

a. characterize ali economic systems. L P

"b. characterize a]] economic systems except for command econom1es » (\;
c. character1ze only market economies. . )
“d. characterize traditional and command economies, byt not market economies.

17. Which of the following statements most accurately describgs the effect
of individual economic incentive§ on consumer behavior?

a. Consumers reduce the1r desires to obtain tota] sat1sfact1on and
"accept the limited amount oﬁ goods they can fford‘ d o

b. ‘Consumers ai]ocate the1r 11m1ted iricomes to max1m1ze the1r ‘total

“ satisfaction. - ‘ — x A . \

|
c. Consumers increase the1r sav1ngs “and refuse ﬂo buy goods beyond thgse .
) they heed fdr physical survival.

; f ‘
\ 1

.d. Individual consumers adjust the1r deszres so that they are'at the
.zsame’ Teve] as those of every other consumer 1n the»soc1ety

"™
18. Ingghe ‘American economy, the most,1mportant mot1vat1ng force behﬂnd econom1c

behavior is : . 4 ) i .

- governmental action. - e Coe ~ . /
b.- 1nd]v1dua1 economic nncent1ves. ) i' i o ‘ "
c. collective incentives. ‘ ' Lo { -
d. centrdl "B,]anning: < % \ ‘ 3 ' .

.
°

’
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19. Producers are encouraged to use productive resources efficiently - §
becguse of . L . . SO
a. consumerism. ) , ’ N §
’ . . . ~/ 4 .
B. egalitarianism, . : - !
-~ ¢. competition. _. . . v
N r "
. d. government regulation. - ‘ .
oo . 20. The conflict of 1nterests between consumers and producers is reconciled . <
feso 7 . by the”. : M - -
%fA- - a. Federal Reserve Systém.~ . .
. b. fiscal policies of the government. N -

- ¢

¢, ‘market mechanism.’ .

d. rulings of judicial economic arbiters.

-
.

° TR, In a-competitjve market, adjustments “in prices serve to '
ﬁ: ’ ' a. allocate resources toward uses- most highly valued by society. )
fk_ ; b. allocate resources inefficjently.
/ i }.cﬁ decrease competitibn. . S L
) r " d. create severe misalignments between demands for goods and supplies |
. A e OL' of goods. ’ . . .

e

22. The principal resource allocation éys;em of a free entérprise ecornomy is

. a. monetary policy. , .
Tl - b. .fiscal policy.. .. ) ~—
] f c. markets and priced. )
' -+, d. regulatory mandates. o . o U
23. A natural feature offree markets is r1va1ry among produce is.  This ° )
s . .- phenomenon® is termed . ‘ §~
W . a. cartelism. ' : . - ;é' : !
’ ) b. competition. ° | .

- P c. monopoly. - g < o ) \ " ' : Tk
s _— d. central planning. ' ‘ ' ? \7§ ’ v -
; ' / e, PO A 4 .
. . 24. In the Américan economy, prof1€s fulfill which of the f0116w1ng7 .

' o a. They prov1de 1ncome to business, but no 1ncent1ves for production.
L b. They prov1de 1ncent1ves fort product1on/'1nnovat1on and risk taking '
e and also signal to business that consumers are be1ng sat1sf1ed -

A '/ . c¢. The provide neither 1ncome to bus1ness, nor 1ncent1ves fo//product1on

. . .d. They provide a concentrat1on of wealth for owners Eée;,takes money—out

: of circulation and, consequent]y, diminishes woyke/ standard of 1iving.
:;. N <";; R y ‘ l - } ..
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26.

27.

"28."

.
-

30.

restrictions on consumer and producer spending are examples of
"- a. central planning.

b
C. economic equity.
d.

The best examp]e of non-price competition in the following 11st df

possibilities 1s , -

a. A repa1rman reduces,the charge for a house call. ‘..
b. A grocer{pipes in music for customer p]eaeure.f i Co.
c. A gas station lowers prices eight cents a ga]]on

d A who]esa]er offers a d1scount for vo]ume purchases

In one d1rect1on, there is a c1rcu1ar flow of m&ﬁey from bus1ness to.

households in the form -of income (salaries d from the households to . %
business in the form of money, spent for goodS and services. There ts also :
a flow in the opposite direction.consisting of : :

o]

prodqct1ve resources aqa finished goods

b. . business 1ncome and finished goods '

c. product1ve resources and pub]1c expenditures.
d

- ~

business income and product1ve resources.
~ - - .

Relatively easy entry of new producers into the market and,absence of

”~ -
.- R -

equal distribution of social wea]th . -

\ é

economic freedom. i

-r <

Which one of the following pairs of characteristics is most c]ose]x
aSsoc1ated ‘with a free enterprise economy .

o

‘a. centra] p]ann1ng / concern fdr’equ1ty

b. r1ghts to pr1vate property / be]1ef in 11m1t1ng.governmenta1 action
in.the economic sphere.

Y.

<. utilizing fiscal policy to prevent h1gh unemp]oyment / belief in

A nlarging governmenta] action in the- economic sphere. .
d. trad1t1on-mandated consumer dec1s1on—mak1ng / concern forfstability

! (

Bus1ness‘1osses are smgnals from consumers that are\]1kg]y to resu]t in x .
a. an increase_in product1on - N
b., a decrease in product1on, ‘ . ,
c. no change in production. ’ -
d. employment of additional workers. ”:w’ SR
Microeconomics includes all of the following e xcéé:? - . CL 'w
a. tgie?gudy ef how changes 1n Ghoss National Prodgct affect employment .
A L

e

b. the study of individual househo]ds, firms, and markets
c. tHe study of how pr1ces-and outputs are determ1ned in markets
d. the study of how the price mechanism a110cates resources. .

+

.
' <
‘ . ’
. . L~ . / -
“
. .
.
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Which of the fo]]ow1ng best desgr1bes the term "market" as it is used ~ )
‘ by economists? . . ’ N
%:: . a. a place where stocks and bonds are traded in New York .
i‘ ' b. -a place where liquid assets, part1cu1ar1y cash and demand depos1ts,
iy _are field in escrow. <. . ol
;, - c. a mechanism which fac111tates exchange among buyers and sellers of )
%_ ” -goods, services, and product1ve resources. . ,
% f
. - d. a building where retailers and purchasers come together for the .
P b purpose of resource exchange . : .
% 34, The totals of a11 1nd1v1dua1 _decisions to buy or. se]] in a market can be -
v “represented by . . bt ‘
“ ' £ p ' ., : Ll
? o a. -indefendently elastic vo]hme curves.
= - b. discount and rediscount. .
f“ ¢. schedules of supply and demand.., )
W d. margin cost and maximal utility ratios o
’ . s ; -
X 33. .A "surplus" is defined as a situation when ) v ‘ .
' "~ a. quantity demanded exceeds costs. . '
. b. quantity supp]1ed equals quantity demanded . .
¢c. quantity supp11ed “exceeds qu‘ht1ty demanded X X
d. quantity demanded exceeds quantity supplied. , .
34. When a shortage exists in a free market, we can conclude . . . ©
' a. that the eurrent price is,higher than the ‘equilibrium price.
Lo +
b. that the current price is lower than the‘equilibrium price. J
Tc.  that the current price is equal to the equilibrium erice. Lo
. " .d. nothing about the current price and its relation to the equilibrium price. -
. i 35. While levels of each of the following vary accord1ng to prera11{ng supb1y
o . and demand cond1t1ons, three of these terms more typically are used to.
- refer to services exchanged in the market than to goods exchanged in the
.. market. The term most frequent]y used in diScussions centering: of the b
~ exchange of goods is Vb Cos e 3 -
\ +a. “wage. Ca k . .
' f | "b. price. _ o
IR ‘ ¢. rent. ‘ ’

Y d. interest. . ' . ' o -

o 3@.; The term “‘market structure” refers to- y . -
T . a. the number and’ arrangement of bu11d1ngs used by the 1nd1y1dua1 f1rm
t ,b.x the adm1n1strat1ve~cha1n of} author1ty within a g1venfbus1ness. . o
, C. .the degree of compet1t1on among producers in a g1ven market .
X L , - d., the entire scaling‘of -econopic institution$-from ‘small credit =

organizations, to large reg1ona1 banks, and, f1na11y, cu1m1nat1ng 1n the
i Federal Reserve’ System. . ! ’
SR , . ' 47 ) - . .o
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b, an oligopolistic market.

" 39.

" ¢. businesses’

40,

- Sv . ) . ) - - -
L .\ i - . .‘

If a g1ven market were characterized by a large nimber of sellers, no

barriers to the entry of new firms, no collusion among producers, and

limited governmenta] intervéntion, then, in all likelihood, th1s market

would be ; A . . ,

&

e

a, a monoppTistjc market. : e

freedom t6 ‘secure: governmental regulation of ! unfa1r r o
competition. . .

freedom to produce any product and-offer it for sale’ at
any price they desire. . -

@

For
c. a competitiye market. ) ' : ;
d. a carte] ' . e T ‘ ?
é
An econom1c system most c]ear]x is concerned with questions re]ated to ;
all society's material wants. ) :

b: society's transcendentp] wants R

B ﬂ‘“ ;
c.* sociéfy's non-material wants. ) |
e . . .
d. society's spifitual Wants L ' T . §
Freedom of enterprﬁse refers to all of the fo]]ow1ng xcep , . "
;
a. businesses' freedom to acqu1re(resources they desire and for which %
they are able to pay. |, . | ! "
o
b. . businesses’ o
1
E

d. -businesses’ freedom to 1nvest in any way they p]ease

Freedom of individual ch01ce refers to all of the following xcep

a. 1nd1v1duals freedom to accept any job subJect -only to the limitations -
of their abilities. * | » . .

»
b I

b. 1nd1v1dua]s freedom torqu1t any Job

€. 1individuals' freedom to<use the1r own resources sdeect to no
rest§a1nts whatever. §

L]

d individuals® freedom to buy any géods 5ubJect on]y to constra1nts of -
their own budgets. L 3 K : _
' L L4 - hd . ]

The concept/of “technica] efficiency" refers to which of the‘following?

a. dwstr1but1ng 1arqe numbers of qoéds to promote the h1ghest social
good in accordance with regulations of the government that set prices low.

b. aHocatmg resources to acmeve the maximum uposs1b1e "output" for ®Rach

.unit of !1nput " . .-

? *

w®

c.  using large numbers of moderately paid workers to produce goods rather
than small numbers of - highly paid workers.

d. allocating resources in such a way that the total va]ue of goods is e : i
-regulated by a centra] planning author1ty , \ .

.
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D1scuss1ons centering on the concept "equ1ty" often 1ack clarity because . =
a, the formula for computing this ar1thmet1c concept is complex.””
-

b. the def1n1ng characteristics of the concept are not un1versa]1y
- agreed upon. .

o

S T AP

\ v

[y
.

c. the concept repreS@nts an unworthy soc1a1 goa]
d. the concept is freouently confused with /' eQUJne. .

43. "Econohic stability" commonly refers to both

§;7: oy, a. prices and denfend. | - ‘ o
e b. employment and weges. ° < .
' : ) c. prices and employment. ' . ' s : -
. . ‘ .d.. employment and demand. . o . L
44, Econom1c growth results when® there ts an increase in . T e
— ' a. ‘total nominal dollar wages paid to workers. , . .
; b. total nominal dollar value of products produced s ;% )
: C. per capita output of the eggnomy in "real® do]]ars. 3 ;
i*, . . d. ‘total’’face value of money in‘circulatjon. “. -
;‘ . ..' ~f 45. In the "ideal" -free enterpr1se economy, the primary role of government is to
: i~ g 2. assure full employment. ST oot :;
‘ b. serve as a "rule maker," protect individual freedom and ‘property .
. ‘ > rights, ‘and preserve compet1t1on. : » e
? c. use fiscal and monetary policy to ensure that neither Undesirable
1nf1at1on nor undesirable def]at1on occurs: . )
,‘ . e . d. a§sure economic stabilify through centralized economi planning.
) 46.0 Free enterprise advocates a‘limited'role for governmeht \in the economy so as to *-
. ©a. protect individual freedom. .. \ . s :’
?ﬁ}' ‘ i b ‘guaféntee price stabjdity. _ )
; , c. equalize distribdtton ofwgoods produced. i- ' o B
. ‘ ,' g, assupel1ncreases in per ap1ta economtd output{through federa] p]anmng1 L
ift' - 47, Governmenta] p011c1es and programs- such as the fe é£a1 m1n1$um wage, - : ; \? ;
;: i ‘, “ + food stamps, soc1a1 secur1ty, and Med1care;repres%nt attempts to ] s
Lo A “assure rea]" econamic. growth. ¢ . * v * '

oo Ce Tt . L

1
b. make the d1str1but1on .of income mdre eqhal’ AEE '
" c. ach1eve stabiliZation of pr1ces.
d. promote eff1c1ency.
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':48. "Externa11t1es refer to - '

a.

N

) c.

' “de

4.

A L4

©

both costs ahd benefits of product1on not reg1stered ih the market place.

) mater1a]s . .

s e T costs firm pdy for materials in add1t1on to those incurred for raw

-cost factors associated with resource 1ocat1on as -opposed. to resource

transformat1on

regu]atory activities ‘of federal agehcies.

49. . The free enterpr1Se system automat1ca11y encourages
technical efficiency but not economic eff1c1ency
techn1ca1 eff1c1ency and economic eff1c1ency
economic eff1c1ency but not technical eff1c1ency

: - a.

-b.
£.-

e

d.

economic 1neT¥1c1ency e

¢
!

50. Becawse of ' externa11t1es, the free parket system

a.* may not’achieve the optimum ]eve] of product1on of -public or

.

a.

.

S d.

b
i C.
d

soc1a1 goods. -~

. )

never overproduces any commod1t1es.

L

v

-~

-each househo]d receives an equa] a]]ocat1on of .resoyrces, '
it is necessary to awa1t governmenta] dec1s1ons to identify 1tems 1n

short supply- R

consequencé may be

~ &, . .

‘5T, If efficiency can\Ee achieved only tﬁ%ough large scale production, one .

a tendency for competition to increase because a darger number of f1rms c .

are 11ke1y to go into production..

a smaller total percentage of market P

a ‘tendency for there to be“]ess compet1t1on amon§*f1rms and

greater market power for each.

-

AN
\°Q

L

{if'».

an e11m1nat1on of governmenta] ?nterest°1n bus1ness né@ﬁ}at1on A

&g,

?

o

4 tendency for a smaltler tota1 number of f1rms each to acqu1re» vt

'
‘ w : -
-
° [y

LI
K4 r\“’ ; . 0 paren,
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52. The government acts t@ put peo 1e to worklon pub11c ‘project Th1s a%t1on i
. g p
. is an example of governmental attempts to promote - ; . ! pé,e Py o
) 1 ’ . }Js . .
economies of scale 1 Lo v 6 -
. , ) N “ . 7
economic growth and stab111ty PR , ! ;%1 o ¥
! ' . b > : - T ——
technical eff1c1ency » . ' ' J N -
] » ’ ' *.. TN
economic freedom., oo . L ? '“-1\\{;2* P

53. - National wealth is'a figure that represents

. a.
L b
' [}
C.
L ¥
d.

-

an amount.

a rate. K e ﬂ B ‘

a comb1nat1on of an amount and a rate
ne1ther an aMount nor a rate !
————7r
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- 54, - Index numbers are-used.to reflect ° - - g
a. amounts, but not rates.. .- ‘ ‘
"b. rates, but not amounts. - ~ B
c. neither rates nor amounts. =~ S - A o
‘. d. both rates and .amounts. e \ T ) L
55. Inflation islexpres;ei as - - T ' '& E . A -
a.  an amount. . T " s ' ' v
.. b, arater ' . Lo, ' - -
c. a combination'6f an amount and’a ratée.. - ‘ d o
~d. neither an ewount nor a rate. . C- o <
'56. In economics, the ™real" value of an item refers to
22 a. its intrinsic value in terms of its worth in exchange for another item. ~
? b. _the numerical value that has been attached to the item. ‘
? . ) . c. what the government says the }tem‘ﬂs worth now. . ) .
3 R d. what the. government saysythe item was worth when 1t was f}r&} produced
: 57. . 1In economics,fthe "nomina]" dlue of an item refers to ) ) f T
,} ' a. the numerical value (perhaps the price in dollars).attached to the item.
éf b. an unchanging intrinsic value attachedrﬂh the'{cem. : -
§~ ¥ « ¢. the name or nominum given'to the item. . “ L e b ““
- ‘ d.- the fixed value attached to each unit of an item that remains - S
& unchanged over time. K T . .
i‘ ., 58. Mhen indi dua]s compJa1n that, though their wages ‘have increased, they
:‘43 ! sti]]’arevhot "gett1ng ahead," they may-well have exper1enced °
REE . a. an increase in "nominal® wages, but_not in "real" 'wages. )
3‘ ¢ b. ad increase in "real" wages, but noti1n ‘nominal* wages.
§~m 7 c. “anincrease in both” "real" wages and' in nom13§1" wages. ;
. ’ I d.. an increase im neither “rea]" wages nor in "nomjnal” wages. '
59. The "nominal" value of a]] final goods and services produced 1n one year'ﬂ Y
measured in terms of current prices. 1s referred to as the
'a. money net natiomal product: . ! o M
'bf. money nat1ona] ircome. { L . Y . h
C. money gross persona]‘hncome | . ) o,
d. money gross national product. o e "
; x' - ' r 1 ’ ’ . ] . :“:'/
e j . ‘ " »
7 - e ; .
z{, Q (r*;‘-fgwﬁ”"' . ) S & oo
PLRIC 1A o BL - , .




. d.) is unrelated to the price level. y

~ '60. The."labor force" includes . * . . . ’ S,
" a. thbde 16 and o]der who are able to’ work. L
b. those 16 and- o]der who are willing to. work i
' c. those 16 and older willing and able to work. *; .
- d. those 16 and_older who are currently working. <
.
. 6]. Both "unemp]oyment“ and "full emp]oyment” are expressed\@s percentages of
K a. the total" population. - ‘
° b. those people present]y ployed. . . ,
(o} the labor: force. - ’ . Do » “ : .,
’ & all people 16 and o]der N
62. "Net Nat1ona1 Product .is defined.as . ) ﬂ,
a. Gross Nat1ona] Product minus deprec1at1on "’
b. Gross National Product p]us depreciatéon. ) ‘
, c. National Income minus depreciation. . s
d Natnonq] Income plus depreciation. . . oA N ;
_ 63. "Real" Gross National Pro;hct is T ) )
‘ a. National Income adjusted -for current pﬁicesi .ﬁ L
b. money Gross Mational Product.adjusted for changes in prices.
) €. Net National Product divided by the inflation rate. . T
d. Personal Income adjusted for jnf]afion. Ce —— .
64. Personal. Income tends to be P .
" a. the same size as dispgsable income, | &
“ b. Targér than disposable income. D ¢
+ ¢. smaller than disposable income. S e
‘ d. larger than National Income. )

« .65, A retired army man may rective free med1ca] attent1on on army posts This
S "is an example of f , . . .
1 . .. a{ ngminal. income. . L, >

BN bg non-money income or income "in kiné.? » L ‘ \ .
¢. monetary ingome. Y T ;
“d. disposable dollar income. - T
66. The ;Erchas1ng power“ of the-dollar . .
- a. goes down 3s prices go down. Lo L SR
- . b. goes up as prices go up. g LT
~gdes'down as prices go up.. >\ : - ; ’

AV,
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67.

4

68.

69.

0.

71.

»

2

A

From the end of World War Il to 1976, the average annual rate of pr1ce

1nf1at10n was in the range og

-

. ~

‘ /
a. O to 2%.° P ot . o - .
b. 2 to 4%. ) ) . o :
C. " 4 to 6%. : . S o Co T
d. 6 to 8%. T o o RN . . Ls;
From 1965 to 1976, the average annual rate of price 1nf1at1on was in the .
_range of ‘ E
a. 0to2s™ - . o ' , g
b. 2:t0 4%: ) . . .
c. 4 to 6%. o R !
d. 6 to 8%. ’ . -
From 1971 to 1976, the average annua] rate of price 1nf1at1on was in
the range of . < ;
a. O tO 2%. ,’\_\4 . ) Q *
b. 2to 4% e - ' .
c. 4 %0 6%. i - : :
d. 6 to 8%. o~ ) e - :

In the natﬁon of Econom1a workers wages increased 19% in 1975 and 15%
in 1976.

figures, ¥t is reasonable to

» -

§

72.

+

: L
Mabe Sm1t ,». trained as 4d teacher npow is marr1ed and’ chooses to stay
‘home with her two pre-sohool ch11dren Ronald Allen'is a 21 year-old
engineering student whos this fall, is ‘taking a full load of courses g, .
at a state university. James Johnson Has graduated from college. and i .
§ook1ng for a position in his major f1e1d ,.accounting. 1 T
Which of these individuals is éare) part of the Mlabor force7" .
a. all three . . o ‘ ’ Lt |
b. Mabel Smith and James Johnson ' - ; v . » ¢
¢/ James Johnson -, ' o 2T | , !
d. Ronald Allen N o |
k] - , e N . " 4
The stronger the property rights are, [/, . =~ o 3

oL A, - ,~r;
_a. the greater the power of government o N ? .’ .

. 'b. the more ]imited the power of government1 e o f@
con th% more centra11zed the economy. - 1 {f R . wté o yoo E
d.™ the mare regulated. is businéss. - 3 - Cn ;

o . v T L Coe
- ., ' 53 b . ' 1
. . . { 3 ~ 4% ! ‘

. there was equa] gains in

- »

Inflation ‘rates were 5%.in 1975 and 20% in 1976. Given these

conclude that T
"real" wages in 1976, than in 1978.
“réal" wages in 1975 than in 1976. -~
in nom1na1" wages 1n 1975 than in 1976

nom1na1" wages in 1975 and 1976. -

there was a greater gain in

there was a greater gain 1n
there was a gréater gain
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Bas1c to the pr1nc1p1e of "r1ght to property” are 1nd1v1duals' r1ghts £0 )
.a. decide the use of property and-to transfer r1ghts of property. ®
_bf./dec1de the use of prdperty but not to transferdr1ghts of property.
c. transfer rights, of property but not to dec1de the use of property.
_d, deny property rights of others. . , :
o . S '
Private property righfs . \
a.” result in owners lacking incentives to conserve on resource Use. t
b. result in owners having incentives to CONSErve on resource Use. .
c. esu]t in owners -exploitifg resources irresponsibly. " ) .,
d. prompt owners to utilize scarce- resources quickly to take advantage -
of h1gh prices. .
Poor]y spec1f1ed¢i¢ poor]y po]1ced4property rights
a. have 11tt1e impact on tpe ability of the market system to a]locate i
resource.’ . v o
aib.. make. more: eff1c1ent the a]]ocat1on of resources throuqh the -
ol gperat1on of the market system. . . . y :
c. must be’ expected because free:- enterpriSe economists seek a tota]
absence of a role for government even in the area o? protect1ng
property rights. . . , .
d.,‘weaken the effectiveness of the market system in allocating .
resources efficiently. ' ) -
A good is scarce when ‘ . E s
a. the total supply‘available_in a given year is much reduced from 8
the total supp]y ara11ab1e during the previous year. 2 ‘. K
b. there is.not enngh avajlable for an individual to heve‘a1T he ‘ Lo
wants.without sacriticing something else he wants, "«f“‘
"c.  thie ‘goverhment 1nc1udes it on the, off1c1a1 "scarce commod1t1es )
tHist. _ ' ) _— L .
d. it can be had in desired quant1t1es w1th no sacr1f1ce\oﬁ other .
desired goods. . . . s el
. . ) .. [ §
Anyth1ng that is scarce must be*’ . . . ’
g. in short fbta] supp]y ] o Tl
b. rat10ned : ) ' . oL
c. very popular. . . ) . '
) _ ,
. d. very expefsive. oo, L
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§?j~¢ . . -18. Compet1t1on a cond1t1on that is not unique to the free enterprise .

%gé;fn~ - system, results-because of y - ,

X X " a' natural combativeness of human be1ngs. .- ‘ CL

wol " b. a natural law mandatlng,equa1~dﬁstr1but1on of resources., _ . B
c. scarcity in a multi-person world. : K G

d. needs for compet1t1ve aff111at10n. Lo ) [

T o79. An ' e?fect1ve want" s characterwzed by . ' ) .

- e \a simple verba11zed expression of’ desire for a given -item. 3
) .b. a w1111ngness to commit resourCe§ to sat1sfy a des1re for @ g1ven item.
= €. a desire.for.a usefu] item. = . , < . °
g ~ dn a desire for a‘given 1tem that, in turn, can sat1sfy other wants. ) -
- g0, Demand measures only, * “‘3 g o v |
L : _ ,ﬂ_ a. effective wants. R ; '
o b..-descriptive"wants. ’\1»-, ' R -
: ‘ " :c. parsimonfouswanty. - . o . : .
g : .d. prescriptive wants.” L e S
; wf;w B,81.' Ana]yses o% changes in price dur1né§Movement from one market equilibrium )
o to another resulting fpdW a chanqeiin demand assumes that . s
i;f, C oA, Net National Product always exceeds Gross Nat1ona1 Product ,
: Vo b. all other things are equa] . ;\\ . S
L Toc. , inflation assures growth “in "rea]" purchas1ng powerN ) l )

- . d. results will a1ways reflact” econom1c growth.

- . . \ [ 4 *
o ,82. -Competition. results 1n “all of the fo]]ow1ng xceg
- ; f a. diffusing buyers and sellers so that the actions bf no single
ER .-+ individual will significantly 1nf1uence the price of a product )
i-, . M b, d1spers1ng economic. bower K 'z ) < ; i T
, o c. assuring that wants of each individual will’ be met.
va L] . e . k1 .
R * d. preventing individuals from manipulating the market. P
fA {* ) " 83. There is a seldom- occurr1n$ compound in nature known as dermatorum: It has L
et ., o known use. The, tota]pwq‘ﬂd supp]y is estimated to be Jdess than two . - .
T 'xﬁr”_ o metric tons.- '/“” :
4 y ) ,In 1961, a 11tt1e known San Fr cisco rock group, The Doleful Peanut Butter,
A - recorded a song entitled P1nea 5 _Ihws song has become’a h1gh1y
3$, — .. prized collectors jtem much in favor  among \the hundreds of thoug,pd of fans
AT of The Do]efu] Peanut Butter. ' Only one thoudand copies of Pineapple Panache
;; e YT fﬁere~re1eased J . . ‘ . , -
AN Nhich of the following. statements accurate1y fescribes the scarcity of .
A L N § ey
Can Py dermaforum and of the record1ng of Pineapple™ nache? .. R
Al ) ; - . !) \
. .. o‘. . - i . <. . Uu . N “
'a . N, - ~, : ‘ LA . . ) . L ;..'
-~ - ‘.g ~ V:M . . ’ !




. ’ . . 47
, Both dermatOrum and the P1neagp1e Panache record are scarce. | .
| be Only the dermatorum is scarce, o / - | !
: . ; c.’ Only the_P1neapp1e Panache record is scarce. . | » ’
h . d.  Neither the dermatorum nor the Pineapp]e Panache record is scarce.
84. A rock musician makes $16,000 for a single appearance. A cellege ——o‘¥
professor makes $16, OOO for a year's work. The d1fference between the
.- price.of labor.of these two individuals reflects ”* '
; P 4
[ s a. a cons1derat1on of the pr1nc1p1e of equ1ty that assures that each .
gets paid at the same rate. - , .. .
' b, a d1fferencea1n market supply and demand re]at:onsh1ps for each serv1ce
. B} - governmental wage 1ntervent1on in sugport of the-musical arts ) ¢
A
_ “d. a wage”tructure stemming from centraﬂ1zed planning. )
< 85. In economics the "law of demand“ L 5
a. says that .the power of demand exceeds that of supp]y in determ1n1ng "
market pr1ces
b. SEVS that-as pr1ce 1ncreases the quant1ty demanded increases and K
~ o h vice versa: ' G v 5 .
. i c. says that a§ price 1ncrea§e§ the quant1ty demanded decreases b
and vice versa. ’ , R
’ . d. says that profits are contra]]ed by produ;t demand ‘ , }
Answer Quest1ons 86. and 87 on twe basis d) the f0110w1ng d1agram ' ;' ’ .
- *"‘ “ ' ) J "(l ‘e . .- b f. - ':,«....‘ -l !-,'- : ) ) ,
. - o/ o
P ‘ , - ¢
- ' PL:_\.' ST ’ /) -
P3 :/ ;7‘ . . Y ‘\ ) \ ) »
N 1 ,’} 4 ’ / TN .
"y ’ - - P v m - o T !~ R ’ - A
2 i . - » v ,
l . { lw ]\ 2 \ . . ) \./'
: 0 Q Q Q ,, Q . a
i 2 ] 3 . A, , .
. B % 4 - A \’ ‘ ‘—“ - .
o 86. If there is a "furp1Uf" in this market then a price such as Y o N\revails.
4 3 P, T bk, L s .
c. Py - ~ " d. cannot be determf/ed rN ‘
Zo, . : ~ > oL
87. The "equiltibrium? quantity in this market is Lo -
. Rl ’ / ™~ .4 . o . e . '
¥ < a. Q] . . QZ -
‘, I .

c. Q. : ' d. canngl: be determ1ned

*
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88. Based on the following table the equilibrium price in this market is: i
! - 5 - N o ) _‘ » ) :r
{ .~ ¢ * Quantity _Qudntity ‘ < '
Price .. Demanded " Supplied , B
; 1 o ‘. ki 10 I, 50 ~ ’
o : 2 W 120 40 N
. : 3 ' 30 | 30 - ®
o . 4 o " 40 20 . ‘
;‘Y’%‘R . ° ’ , . ‘ .* R
AL - b- 821 L ;.
‘g:az . - Y c. ) $3 . g: $4 ; o - "

a.. the wage rate to rise
-/ a§ elevator operators

" In a cgmpetitive 1abor market for
wage rate.of $2.00 per hour.
wage of $2.50° per. hour we_ should expect;

e

£2Y
nE

elevator operators, assume an equi]ibrium
If tomorrow the government sets a mintmum

to $2 50. apd the number of-peop]e emp]oyed

to urease. . ;

to0°$2.50 ang the number of peop]e employed as

L

e

o

. b. ,the wage rate o rise ¥
ot . ‘elevator-operators to decrease: = -
;,. - - ®  the wage rate to rise to $2 50 and "the number of peop]e employed as -
A * elevator operators fo remain unchanged Y .
288 - ¢ '
, d. the wage rate to, rise to 52 50, "the numbeh-of peopTe want1ng to work .
i Soe.oas e]evator operators -to rise,. but the number of peop]e actua]]y o
A R emp]oyed%as e]evator operato s to decline. s i} %
» ‘, ' 4nswer quest1ons ?0 through 93 on the bas1s of the fo]]owxng d1agram of -demand .
. €7 and supp]y in a competitive market for product X. R ‘
i'\“l%” “t; -4 . IR >
oo . . e S Soeedn
. - —— \: . ) \ . . *
T " ] - o
—— }(;‘u - ) * Fra ¥ ”J*}w i
' i ’ .o . :
90(/)A movement )f sﬁop]y from S0 to S] wouﬂd ref]ect all of the fo]low1ng except "
a. an increasevin the cost of the product1on of. X. ," oL ; "
s A . PP .
b. an increase in the tax QQ un1ts’of‘% “so01d” “\ AT T
k4 e
, C. a\f]ood which, destroyed part of ‘the land.on which X is produced:’ -
- d. the d1scovery of a new’ and more eff1c1ent‘techn1que for product1pn of X:
) " : I"\‘ ’ . - .A' » . »
. ! > P ‘\ ~§“:: u‘ .\
." . l\ “ . ‘l..
/\ . . ~ g .7 N " #
%\;‘qal ,\) - . Ja "‘ .- . N , } e
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. 92.
93.
T o4,

.

9.

say that:
a.
b. The demand for X has
sold will decrease
<.
will 1ncrease
d.

.
o o’ T o

3

A
a.

b,
C
d

If Demand sh1fted from D,

The demand for X has 1ncreased and the market pr1ce w11] rise to P

. :\ v‘-
i o

|

1

§ ’
f

0 to D] wh11e supp]y rema1ned at

decreased and “the price and qpant1ty of X

x
%

V|

!

¢
x
!
)
j

80, vie can

N\

0

The demand for X has decreased and the price and quant1ty of X'sold’

-

Jhe demand fér X has 1ncreased and the pr1ce and quant1ty of X sold

- will increase.

s

If demand for X shifts from D
price of product Y, we can coﬂ

o, i -
1f ‘two goods are compliments, such as be?:
étc., we should -expect the P

...,

o 0 T o

t

to D as a resu}t of an 1ncrease in

clude’ fthat

X and Y are independent goods

Xand Y are comp11mentary goods.

X and Y are- subst1tute goods.

[

X is an inferior an Y 1s a norma] goods. «

shift 1n demand D0 to' D] m1ght be caused by:
an 1ncrease in the pr1ce of substitute product Y.

a decline in the price of X.

a decrease in.income if X is an inferior good.
an increase in money incomes if X is a normal good

shift.the.supply curve
shift the ‘supply .curve
. shift the demandrcurve
_shifit_ the demand. curve

1n OF1CE

1

rise 1n the

-~
T ~

pr1ce e]ast1c1ty of demand" measures:

AN

K]

the éxtent to which price changes as 1ncomes change

)
i
!

v

the extent to which business can Stretch its resources RN

L

.

(\

the degree of both coficentration and compet1t1on in a market

Yy

:.‘
bl

-

the

LAY

and pizza, bread and butter,
ce oﬂaone of these goods to:

of the other to the rJght o
of the other to the 1eft
of the other to the r1ght A

’

~

the degree to” which quant1ty demanded changes in response to a change

‘o

Al of the f0110w1hg xcept on w111 tend to 1ndrease the pr1ce\e1ast1cxty
of demand.

a.

A

X is a "1uxury type good

there™ are few good subst1tutes fdrx

L

M

-

Y

the price of X represents d large part of the, average famlly s 1ncome

X is a "durab]e good.



The overa]] level of real wages in the United States is ba51ca11y

97. ]
dependent wpon .-®@ __ . o |
K a. the‘level of productivity of the economy. ' %
. b. sthe minimum wage rate. . - | . "
c. the rate of infation. e s ] ,
) 3, extent to which the government regulates the rate of pr1ces and
~ techno]og1ca1 progress’ %
-95. An 1ncomese?( 1s,progress1ve if: - . , |

. . ciy . LI
a. the taf rate varies inversely with incorie.

- b, the.percentage of income paid as taxes increases as income increases.

c.” the percentage of income paid as “taxes is the<same regardtess of the

-size of -income. ’ FREEEREN

d. the absolute amount paid as taxes varies directly withsincome.

. ”In the United States it is est1mated that: ,

a., labor reseurces account for about 83 percent\and a]] other résources “
for about 17 percent of national income.

b. 1abor resources account for about 50 ‘percent and a®l other resources A
for about 50 percent of national income.

¢t -labor resources account for about 95 _percent and all other resources i
" for about 5 percent of national income. .

' d. labor resources account for ‘about 25 percent and all other Fesources e
- forabout. 75 percent of national income. .
) . _7004 Dhringjthe 1947-1976 per{od manufactdrﬁng profits (after fﬁ¢ome taxes) - .
y 'J expressed as a percent of stockhqlders ®quity has averaged approximately:
o \‘- :. - "’ ) , Yo . . o ) - ‘
e a. 4 pércengc‘/ N e e LR EET R ke wre
S - bl .8 percen ot ' e s -
© . c. 12 pefcent . . SR : ' , ‘
- d. 20 percent _ s . i - ] AN .
e. 33 percent . oo . ’ s, i ~,
. 101: 1976 per capita d1sposab1e (atter taxes) income in the United §téte§ was
i approximately’ ‘ . R . IR
~ -1 a, $2800°7 . o R .
: b. $3700 éi;\ _ ' ' S e
< c. $450b .' ) - \, . - ) -
. - d. "$5500 ) (o < >

¢~ 3% $7100% S - . . ‘ , .
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The’maximum marginal tax rate on "earned" persone] 1ncome current]y is: Lo
a. 1,35 percent -~ . : ” ) ;o
— — i
b. - 40 percent, ; . 1
¢. . 50 percent . ; o " |
d.” -70 percent ) h * \ »
& s
e. 90 percent ° . .
. 4\ {, - - ’ ’
In 1972 the t3p™5 percent of U.S. families (ranked according to earned

income) received ~ ?

a]]
a.

b.

c.
d.

families.
5 percent
16 percent
24 ,percent
35 béFcent

‘

N

percent of total personal income earned by

_ « . . R

o+ N -

hd .,
P

In 1975, high school graduates as a percent of persons 18 years, old was .
- a.

b.
c.
d.

Which of the fo]]ow1ng is umer1ca11x the dom1nant type of business 1n

45 percent
60 percent
75 percent
85 percent

the Un1ted States?

a.

gooperat1ves

b.- partnerships

C.

d. -corpor;;%an‘

. ~

S

proprietorships  *

>
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- . .
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Quessi{tj on Answer Que;tion Answer Queg;tj on  Answer.
gl A 51 . C 01 .0 . D ;
2 B 52 CB . 102 ¢
i3 . C + 53 A 103, . B ]
4 D 54 D * 104 - C i;
'5 c 55 B 105 C o - |
6 B 56 A o o '
7 B 57 A Lo ;
8 B .. 58 " A 3
9 B s~ 5y - C , ]
10 B €0 C ' 31
Ge n "D 6. C
. ‘12 B 62 A 'i
13 A 63 B
X 14 D . 64 B , . |
15 C’/ ‘65 a BJ ? i~ IS Sy
. 16 A 66 e A Pa - %, -
17 B 67 B. S i |
~ 18 B 68 o ¥ & . 3
<, 19 o 69 D . ;
C 70 . B ‘
21 A n C SR
N . gg . C 72 . ‘B §
B 73 A - : . I
24 B 74 B e :
esl iy 257 i . B LT e e - R
S %% A 76 B ' ' -
27 D 77 Bt o
- 28 B 78, c o
=29 B 79 B . T
30 A ) A . _ . a,
- 31 c - 8] B, “ 3 S
32 . c - 82 ©C . L
33 C 83 C |
p 34 /B 84 .
35 B 85 - 3
"L 36 e 86 .
37 c 87
3 * A 88 B
39 « B 89 “D . A
40 C. 90 D .
‘ 41 B 9 B ) v
42 B ° 92 B .\ & ' -
43 c 93 A ) :
a4 C 94 D s
N 45 B 95 D. -~ .
iy 46 A 96 B , - .
4 e 47, B, /97 A e
- 48 . A 98 B . ~
49 B 99 . A -
: 50 A, 100 C .
% S l ‘ _l: ”‘ A R
1-‘ o 61 | |




APPENDIX’C'

-

- A Matrix of Proposed B/hav1ora1 Objectives,
“Major Topics and Cohcepts, and Test Item Numbers
From a Developmental Version of a Test for a Program
In Free Enterprise Education Consistent with the Intent of
»Texas .House Bill 1118 .
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TOPICS

BEHAVIORAL
OBJECTIVES

L

/- MAJOR
; CONCEPTS

"~ TEST
ITEM
NUMBERS

~ 63

FROM A DEVELOPMENTAL VERSION OF A TEST FOR A PROGRAM  ° ‘

R e N O C N AU
y! b ‘ 1 ' 1 . I 'y .
"% . % A MATRIX OF PROPOSED BERAVIORAL .OBJECTIVES, >
“ MAJOR JOPICS AND CONCEPTS, AND TEST ITEM NUMBERS P ;Q

. ©© TEXAS HOUSE BILL 11]8

iN FREE ENTERPRISE EDUGATION CONSISTENT WITH THE INTENT.O [ '
' 4

-
2

; ~—

[} L

The ‘Economic Problem

.Free Enterprise and the
4 Economic Problem. -~ -

: et
Each student/wiTl point out central

féatures of ithe “economic problem."

r
Each student will define and describe
relationships existing between the con-
cepts “"scarcity" and "opportunity cost®"

>

i
, : SN

' Each student w111 desciibe producer ‘and
consumer incentives in-a free market
economy . - -

EacH student will describe the operat1on
of ‘the “market mechanism."

-
-Each student will identify effects of -
prof1ts and-losses “in @ free market
economy. ) <t

2\ ;
Each-student will point out the scope and

- ' _ |- function of property r1ghts Tn a free
) market economy. .
\ ,%‘!5 ..
natural resources . % ~ | incentives’ ;
human resources: - . broducer incentives
capital resoarces . s copsumer incentives
scarcityh . : * market“mechanism
choice ' < i resource a110cat1on
~;opportun1ty costs— s } “prices . _ . -
trade “0ffs o P oo :'compet1t1on -, S N R
= . o circular flow of income e :
profits agd losses ’
Y. . 'ptoeerty rights -
, - - . limited government.: )
1, 25 3,6,7, o T 455, 8, 9, 10,71F, 12,713, Ty oo
37, 48 o 34, 35, 365 38,,42. : -

-

Wy

S
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BEHAVIORAL'
OBJECTIVES

-

’

MAJOR
. CONCEPTS

TEST-
ITEM
NUMBERS

P
H
S

H
Supply, Demand, Markets
— and Prices %

Evaluation of the Free
Enterprise System

-3

Each student will define the concepts
“supply" and “demand" and describe’
how changing relationships ‘between

supply and demand ‘affect prices.

Each st®dent will describe the role
of prices in a free market economy.

T Each student %ill describe varia-

bles that go together to define a
market structure." -

v

Each student will compare and contrast
econom1c systems_in terms of their
"allocative efficiencyT"

LA
.

Each stqunt will explain how alterna-

tive priorities among goals of society
- may affect the nature of a given eco-

nom1c system.

‘a::

Each student w111 evaluate the impact of
governmental 1ntervent1on in the private
sector. 7 - -

S

market .

supply and demand
“shortage )
surplus s
‘market structure. ’
“"other things being equal"

-

>

R goa]s of soc1ety
system performance '
allocative eff1c1ency
role of governmengt

" externalities

T

15, 16, 17, 39, 40, 41,
34, 45,46, 47, 50

S

18, 19, 205 21, 22,
24, 25, 26, 27, 49

I3

LR R

2
'




., .

.
y

Economic Performance:
Measures and Dimepsions -

'BEHAVIORAL
OBJECTIVES

i
e NG

2N
)

AT
N

SRR

N
N

2

E) 3 E) .
.*

Each student will define the concepts ]
“1abor forceb“ "full employment," and
"unemployme

- % i
i
Each student will identtfy and describe ¥
measures of economic performance 1nc1ud1ng
"gross national product" and "net nat1ona1

* product."

|~

-

Each student will name selected data Sources
where informatioﬁ%&elating tormegsures of

econom1c performance can be foun ;

Each student will 1dent1f¥;1evels of recent
rates of inflation and will describe the
1mpact of both inflation and deflation on
prices and purchasing power.

.

among the concepts "amount," "rate,""
number," "real va]ue," and #nominal ivalue."

3 . - 4

L wmraa st

. °

’
'

MAJOR
.- CONCEPTS

I ~

P
T
Sy
H
4
:
£
Y

: ¢
amounts, rates index numbers, oo
real values, nominal values, pr duction, .
‘employment, income, prices, tabér, force,
gross national product, net national prp--
duct, income distribution

AR e
%
S

TEST ITEM

o Ry ¥,
PRAaNE)

28%29, 30, 31, 32,33, 48 o

. NUMBERS

T

" esandd

T B
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Ry
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' . » . ) - ! ";?'i"‘ S : \' v
:}«‘ ‘ ) . ’!,~": t PRI R ?
| \-\\ .’:‘ .t /’V \ - ’ . © 8
e, & . . ; ’ Ve ’ - N
N o L . . J )
s BN TEST OF FREE ENTERPRISE UNDERSTANDIN@ B R "
'A J P \ . . . ) LY -
. (DeveToEEEntal Vers1on) . ‘ )
- N : P L . . ‘ ) B . .
L ds produce by man's past efforts “that are aVﬁ11ab1e to.prodice . i’~. o
) othke, goods fin the future are known as : PARNEY
- a. trust accumu]at1on goods. . : . ‘ . ) / * M
, b. cap1taT'goods St LT A ‘ 3 C
. e ) T 4 ; : . “ ¥
—c+—pre-assessed goods o o - ! T
. e e : -
/fﬂ (\ d.. competitive goods- ‘*“—-———_L_h_________iil—__4—;_' .t )
\ . 2. \\slnce wants exceed available resources, people, in dec1d1ng how " PR
z T s
2 . %§~“7L~~r;¥ to use .these resourcess aré’forced to o ) e
o T < a. abandohﬁthemx~wants§‘_ . ' s ‘ \ ¢ )
SRR b. call on the -government. : ' .
oo c. make choices. -
%,; R d. ng] in their margins . @{/
C ) 3. When a dec151on is madesto use a scarce rk§ourEe in"a certain ‘ |
. ~ way, someth1qg s given up The term that is used to describe
i what has been giyen up is o - L R
» - " - ™~ o . v «”
) . . a. marginal resource. . e - AR - )
oo b. opportunity cost. ’ . " . . ' ' .
| dF')ph 9. I ~ ¢
. C.  di mous ense. , ‘ ‘ ,
c chotomous expens ) ( ) ) . ) .
d.! ut111ty decline point. - - ' . .

4 wh1ch of the fo]]ow1ng-statements most accura&e]y déscribes the
b effed™ of individual econom1c incentives-on’ consumer behavior? .. ‘

. ﬁf&T\‘Y . a. ﬁonSUmers Leduce their desires to obtain tofal satisfaction
A L Spak and accept-the limited amount of goods they caneaffor .
at L} ; L
. 'éifws* . b. Consumers allpcate their limited Tncomes to max1m1ze their .
. " .f . -total satjsfaction. ;. . ) C
i, Viy Ce Consumers incredse their savings and refuse to buy goods o j
» AV, beyond those' they need for physical survival. ) } e K

! , d. Individual consumers adjust their desires so that th;y . . .
R e kiual, the same level as those of every-gther consumgr "
O - in the Soc1ety. ; , PR
:,‘ u.’ o ;AA . - - . .. — ‘- 7) '
sl ' 5. In the American etonomy, the most igHortant motivating force it
- e behtqd economic behavigr is ) - 7 .
? T .- governmental action. | . - . N
N , ’ /b. individual economic incen . st /‘z; -
e N c.” collective incentives. j , . . .
T - ) . T, . .- ’
9 ' d. central planning. Rl I ( : o
%5; . .‘ = ’ ’ .. . . ) 69 e . v. . i ' t
$o : i ] C e : ; e 4 : .
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6. Wh1ch of the f0110w1ng statements is most cons1stent w1th .the def1n1t1on
of "opgortunity cost?" - ) v
f. - a. The cost of opportun1t1e$ para]]e]s shfits ln negative demand curve
i . ) : ratios. y .
.. PRI ,JhT%e cost of any act chosen 1s equal to.the cost of any other act-

. given up as a result of that choice.

~

c. Cosfts reflect entry- Ievel surcharges that ocgur when businesses
are first opened. ™ ’

» ’
t d: Costs ref]eﬁé ph1logenous variables, whereas pr1ces ref]ect protogengus'.
[} ’ l
variables.
Tg Costs e .
¥ -)“} - .
— i a.- are always measured in terms of money. o .
, b. may include things other than monetary costs.
c. never include monetary considerations.
s, d. always exceed residuals.
4 . .,
" 8. Producers are encouraged to use productive resources.efficiently . 5
becadse of ’ ' v e o
- . a. consumerism. L
. t - - / * \“ T \"!‘% ﬂ_ [ ‘~\¢ -
b.  egalitarianism. .o ) e S
. ’ R N o - R
T C. competition. - . - i _///f//;///’
. - N * - . - -~ :' b -’ - /‘. 'H; 4
" ;—/’f’. d. government regulation. ° SRR . b - ¥

4

* Thef conflict of interests between consumers and. roduceéé is reconciled
the _?‘ O

. + . R N

, Fedetral Reserve System. ‘ I .

b. fiscal pol1c1es of the gdvernment . N
o ‘c. market mechan1sm ' o - N . ./
d. rulings of judicidl economic arbiters. ) PR

- .

10 In a conpet1t1ve market,.adJustments in pr1ce; seyve to

, , - a. a11ocate rasources towaﬂfLuses most h1gh1y va]ued by soc1ety
N S S T b

. allocate resources inefficiently. . a BT

-’ . c. decrease compet1t1on . _ . / Cox |

A ‘- . " . d.. create severe misalignments between demands for goods and supp11es. _ﬂ

et © .. of godH S ke ﬂ

) ) ( 11 The principal re50urce’aflocation\eystem of a free enterprise economy i$

- - f . monetary po],Cy ’ . . T

' B b. fiscal policy. B )2 T K\_ . .
c. markets and prices. . e s -

. d. requlatory mandates. -° ; \ ’ ' v ! -
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oney spentafor goods and services.
ézQ§1te dﬁ%ectgon consistigg of -

c1r§y1argflow of mbney fronubﬂs1ness to ¥

-

¥ ) o,
< ~"!9

There

a. ‘productive resources and. finished” gppds., . s

business incdme and finished. goods. . > o

s !

product1ve re ources and public expendltures. - é
d. .business income and_productive.rdsources. . ’,'ﬁ i
Which one of the f 110w1ng pa}rs of character1st1cs is mosf’c]ose]x
associated with @ free enterprise economy? -
a. central p]ann1n / coricern. for.- equ1ty . : -
b. rights to private- property/ be]1ef in limiting governmenta]
.~ action in the.'edonomic sphere. . .. T
c. ut1]1zmng fiscglipolicy to prevent high unemp]oyment/be11ef in -~

enlarg1ng govern ental action im the economic sphere. .- =
T d.® tradnt1on mandate consumer dec1510n -making/ concern ¥or stab111ty
Business 1os§es are sjgnals from consumers that are«quely to result
in . . B r
a.' an increase in pr duction , ° ’ o, )
b. " a decrease in prodliction. - oo S
c. no change in. produ¢tion. | . . gi C
d. employment of addi jonals wOrkers. ) ’ , ,
Wpich of the fo]]ow1ng best descr1bes the term "market" as it is
U§ed by econom1sts7 . :
a. a p]ace where stock>~and bonds are traded in New York -
b. a p]ace where liquid assets, part1cu1ar1y cash and demand

“deposits, are .held, in escrow: L
c. a mechanism which facilitates exchange among buyers.and se]]ers

* of goods,”services, and productive.resources. . .

d. a building where retailers and purchasers comé'togethgr: for .
the ‘purposes of resdurces exchange. ~ o - .
The totals of all 1nd1v1dua1 dec1s1ons to buy or sell in a‘market
" can be represented by } - . N ‘. : '
a. indépendently elastic volume curves." : ' R
b. discount and yediscount. ;i . ' L
¢. schedu]es of supp]y and demand - s T “ﬁ ’
d. W‘marg1n costs and max1ma] ut111ty rat1os
’ ] .- Bl " ‘. o ! g ’
' . CLoN L . , Al
'r.:: . ‘ - °\ : - d / * .

) h . . . . , . - M
‘3“.¢ ‘< //, " -, . -
A - . o, -
. o .71 .
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When a shortage exists in a free market we can conclude

a. wuthat the current pr1ce is- higher .than. the’ equ111br1um price.

b. that the current price .is lower than the equ111brnum price.
c. that the’current price is equal to the equ1]mbr1um price. /
d. . nothing about the current price and its relation to.the

I

equilibrium price. ‘ S
Freedom of‘enterpr1se refers to all of "the fo]]ow1ng exceEE*“

a. businesses' freedom to acqu1re resources they des1re and for
which they are able to pay.

wr !

b. businessel' freedom to secure governmenta] regu]at1on of “unfa1r"

comnet1t1on .
“‘businesses' freedom to produce any product and offer it for sa]eJ
at any price they desire. ' »

. %2?. businesses' freedom to invest in any way they please.
19. JF

20,

- 21.

reedom of 1nd1V1dua1 choice refers to all of the following except:

a. 1nd1v1dua1s'“freedom to accept any job subject only to the
limitations of their abilities. - .

b. individuals' freedom to “quit any job,

’

c. individuals freedom to use their own resources subJect to no
* restraints whatever. ; ‘

d. *jindividuals’ freedom to buy any goods SUbJECt only to. constra1nts
of the1r own budgets. '

The concept of "technical eff1c1ency" reﬁérs {o which ‘of the following?

a. distributing large numbers of goods to promote the h1ghest
social good in accordance’ w1th regulations of tne government
that set prices low. ~ .

b. .allocating resources to achieve the maxtmum poss?ble “output"
for each unjt of "input."

c.. using large numbers of moderately paid workersr;b produce goods
rather than sma]] numbers of h1gh]y paid werke

d.’ al]ocat1ng resources in sych a way that the tota] va]ue of goods

is regulated by a central pTanning author1ty

"Econom1c stability" commonly refers to both ° 7, .
a. -prices and demand. o C '.4
b emp]oyﬁent and wages. ’ I ’ ’ ’
c. prices and employment. / R ey o
d. employment and demand. . . . - - T
| | ' -./’f/} ! R ‘ .
. ‘ . . ‘ - . ‘; . . .
/' . . - . : . R L ’
- / - . * -
.72 .

-
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%f * 22. Economic growth results when there is an increase in . ’ -
% ) . a. total nominal ‘doliar wages paid.to workers. .

%. . b. total nominal dollar value of products produced.

;- C c. per capita-output of the economy in "rea]“ do]]ars. .
§ o o 5 _g: total face value of money 1n c1rcu1at1on R
Eo ' 23. Free enterpr1se advocates a 11m1ted role for government 1n tﬁe o
. fconomy sp as to ' :

R »Y a. protect 1nd1vidha] freedom. , e -
. b+ guarantee ‘price sgebility. . . ST
L - ) . X - - ..
T c. equalize distribution of goods produced. - s S
. " d. assure increases in per cap1ta econom1c output through federal '
- planning. i ) ) '
-“_- 24. "Externa]rtﬂes" refer to ' ' ‘ - .
: . . a. both costs and bénefits of production not registered in the market -
e . p]ace . P a . ‘
“b. costs firms pay for mater1als in add§t1on to thc%e 1ncurred ‘for "
: ) raw aterials. g . )
J c. cost factdrs assaeciated With resource.location as opposed to °
— , » _.resource transformation, . 7,
/ / d. regu]atory activities of federal agencijes. o . '
25. The free enterpr1se system automatically¢@ncourages ' ..
S » techn1ta1 eff1c1ency, but not econom1c eff1c1ency . . .
. & )
.. - b, technical. efficiency “and economic eff1c1ency. .
- . * C.~economic efficiency, but not techn1051 efficiency. .0
: ’ ‘ d. economic inefficiency. s K ¢
- . 26. /:ecause of externa11t1es," the free market system, ) .
. » May not achieve the opt1mum level of - production- of pub]1c '
-, or social goods . ~ )
B B : ~
9 'y _ b. never overproduces any commod1t1es, T
b ' c. assures that each househo]d receives an equal a]]ocat1on of N
< . resources. ) L .
;iﬁié-‘ o od. ’depends on the government to 1dent1fy items in short supply.
in'i_*_' 27. If eff1c1ency Can'be achieved only through 1arg€ sca]e production, -
S - :.-. one consequence may be ;
L2 s . R >
(L ;‘;' ¢ - © a._ a tendency for competition to increase becausé more frrms are
L - }nkely to go into production. .
- ST bu a tendency for a sma]]er total number of firms each to acqu1re
s, . smaﬂler total percentage of market power. . - .
g ' v :_ -, & : '
v " - / ' - l ’ & v
- - ) -
. i"‘/ ) . ) . -
* - BN - -7 ~ : 7 3 ’ ' ?
. - Lo AL . K S
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o S \\d. a tendency fer there to be less competition among.firms and:
. ’ © . Qgreater manket power for each. . '
f .. o, d “an e11mnnat1on of governmental 1nterest in business regulation. !
- - 28. Inflat1on is expressed as " .
3 ' ! L. )
s i , an-"amount’, . ]
:‘; 3 o a’ ratle.‘/ N I -
' “ c. a combination of an amouﬁi‘and a rate. o
) d. neither an amount hor a rate.. ’ JER '
e . 9. In economics, the "real" va]he of an-item refers to . * g
; a. its intrinsic va1ue in terms of its worth in exchange-for -
- another item. . ", \“9
- . b. the numerical value that has been attached to the 1tem :
. ] © C. what the government says the item is worth now. '
. ’ d. .what the government says the 1tem was worth when it was f1rsb
. produced. , - - '
. . 300 In _economics, the "nominal! value of an item refers to o ¥
. " a. the numerical va]ue (perhaps the price in dollars) attached .
: . to the item. A . ' ) .
b. -an unchanging instrinsic wvalue attached to the item: ) . )
- ©C. .the name or nominum given to the item. ~ o
- - d. the fixed value attached to -each upit of an item that” remains N
ot unchianged over- time. o
y 7
. 31. The "1abor force" includes )
. a.. those 16 and older who 2 are able to work. oy, L
Loe , *be” those .16 and ‘older who are willing to work. L -
. c. - those 16 and oldetr who are w1111ng ‘and able to work. )
d.” those 16 and older who are currently working. ~ A ket e
32. "Net Nat1ona1 Product" is defined as - .- ' . '
. . P Kl .
. . L. Gross Nat1ona1\Product minus deprec1at1on . Vg,
t )
Lo b. Gross National Porduct p]us deprec1at1on o
S ,‘EL' National Income minus depreciation.
‘ :. ' d. . Natiehal Income p]us depretiation. ‘ . .. ’
N 3%. Mabel Smith, trained as a te&cher, rmow 1s|&nwwed and chooses to stay . - .
‘home with her two pre- school ch11dren Ronald Allen, a 21 year-old )
engineering student,, this’ fall is ¢ak1ng a full load of courses at
the state un1vers1ty James Johnson "has graduated from college and .
- * is looking f{?-a position in his major field, accounting.
. . : p . e
¥ ) -
- ’ N J..
3 ° _% )
. I , _ \
2 . . 3 B 74} . “) . .
o 'Y v . E
o . Vd . v ." 7
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. Which of these indivjdua]slﬁé (are) part of the "labor forcé"? - L
\fu all three ) Y
*b. Mabel Smith and James Johnson. ) . .
c. James Johnson. - ’ . S ’ \
"d. “Ronald "Allen. : ' ‘- L
The stronger the prdberty rights -are, .o -
a. the. greater the. POWer of government ’ : o SE
b. the more limited the power of government. R S
c. the more‘centra11zed the economy. ! . -

" d.  the .more regulated is bu51ness . ;
Basic to the principle of "r1ght to property" are individuals rights o’ )
a. dec1de the use of property and to transfer rights of perty.

b. decide the use’of property but not to transfer rights of\property.

c. transfer rights of property but not to decide the use of property.

d. deny propertv rights-of others. ) * : )
Private propefty rights ' s /(} '
a. result ig owners 1acking incentives to conserve on feéource use.
b. resu]t V‘ow‘hers having incentives to conserve on resource use *
c. regu]t in owner’s exp]o1tnng resources 1rrespoq?1b1y SN 5
d. prompt owners to utilize scarce resources quickly tQ take
advantage of h1gh prices. - , o S P
{A good is "scarce" when ) P l“: SR

a. " the tota] supply available in a g1ven year is much reduCed from .
the total supply available during the prev1ous‘year

a

b. there is not enough available for an individual to have all pe -
wants without sacrificing -something else he wants.

c. the government 1nc1udes it'on the official "scarce commod1t1es"

11t§ , ,

d. it- can be had" hﬂ desired quant1t1es with no sacr1f1qe of other

" desired goods . e v , - \
Competition, a condition that is not un1que to the’ free enterprise .4 .
system, results betause of , ﬂ%%@%ww

-

a. natural combativeness of human bedings.

b. a natural law mandatiny equal distribution, of‘resources o, o ‘
c. scarcity in a multi-person world: . ' ‘ f%;'
d. needs. for .competitive affi}jation. . - v T o
< , < |
s .n 7 ‘ * '
- [
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Ans"effective want" is ch%ractérized by
a. a simple verba]iied-expreésion of desire for a giren item. o
b. a willingness to commlt resources to satisfy a desire for a ' ’
~given iteg _ . & 7 |
c. a desire for a uséful item. - - - g
d. a desire for a given item that, in turn, can sat1sfy other wants
:_ "Demand" measures only o Ly S
a. effective wants. ot A ‘ f?'
b. descriotive wants. - L - L
c. parsimonious wants. ) . ‘ ‘
d. prescriptive wants. - e e -

Analyses of changes in price move\ent from one market equilibrium
to another resu1t1na from a change in demand assume that

a.
" b..
c.
d.

New National Product always exceeds Gross National Product. a
a]] other things are équal. °
1nf1at1on assures growth in "rea]“ purchas1ng power

_results will always reflect economic growth.

Compet1t1on resu]ts 1n all of* the fo]]ow1ngﬂexceg

‘a.

o 0O o -

~

diffusing buyers and seller so that the: act1ons of no single

individual w111 s1gn1f1cant1y 1nf1uence ‘the price of a prqduct.
b. d1spers1ng economic power LN o '
c. assurtng that wants-of each 1nd1v1dua1 w111 be met. ’ -’ .

ey
d. preventing 1nﬂ1v1dua]s from-man1pu1at1ng the market. . ‘if ©
There is a seldom- occurr1ng compound in nature known as dermatorum. o
It has no known use. The total wor]d_supp]y is estimated to be less
than two metric tons. : ’ ) _ ) -
_ In. 1961, a§ﬂ1tt1e“known San Franc1sco rock group, The Doleful’

Peanut Butter recorded a song entitled -Pinedpple Panache. Tgﬁk song
has becomet~a Zthly prized collector's item that is much in fayor
among the hundreds of fans of The Doleful Peanut Butter. Only“one
thousand copies of P1neagple Pinache were released. . ..

" Which of the following statements accurately describes the scarcity | .
of dermatorum-and df the P1neapp1e Panache recording? 'j
a. Both dermatorum ‘and the P1neapp]e Panache record are gcarce. .

e ' t : M.i&':
Only the dermatorum ig”scarce LT .
.. Only the Pin anache record is scarce. © S

" Neither the dermatorum nor the~P1ne§pp1e Panache record is sifrce. .

Ead . - . A
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44 In economics,, the "Law of DemandP says that foE g g
“ a.‘ the power of demand exceeds that of supply in determ iping? 3 ’
' n@kket prices. . '

o

b. as pr1ce increases, the quantity demanded 1ncreases and vice versa.
C. as price increases, the quant1ty demanded decreaées and vice vyersa.

o o ' d. prof1ts are controlled exc]us1ve]y by product demand L a
: 45. In a’ compet1t1ve labor market for e]evator operators, ‘asstme an e, e
equ111br1um wage rate of $2.00 per.hour. If tomorrow, the government
g . sets a.minimum wage rate of $2.50 per. hour, we should expect \ |
". ' a. the wage rate to rise to $2.59-and "the number of peop]e emp]oyed . .
) ~as_elevator operators to increase. & '

b. the wage rate to rise to, $2 50 and the number of peop]e emp]oyed 70
as elevator operators~to be exactly equal to the number seeking 8,
sych jobs. N . . .

t

c. the wage rate to rise to $2.50 and the number of- peop]e emp]oyed
as e]evator operators to rema1n unchanged. ‘

= d. the wagé rate to rise to $2. 50 the. number wanting to work as . .
: elevator operators to rise, but the number actua]]y so_employed
tg decline. .
. <46. The overall level of real wages in the United States is bagically .
‘ .a function of . _ .
s " . a. the 1eve1 of productivity’ in the economy. - oo
- . * ,—\ ~ . “

. the m1n1mum wage rate; . ©o .o Yo

- L]

b
c. 1'e rate of inflation.
d. the extent 'to- which the government regulates the rate of

. . price change and the extent of technological progress. .
47. The tervf"market structure” refers to i . .. . SN
a. the number and arrangement of bu1ii?ngs used by the individua] ' ,
’ fiem. ’ .

b.. the administrative cha1n of authornty w1th1n a given business.

-

c.. the.degree of compet1t1on among producers in a given market.

_ L d. the entire sca11ng of economic institutions from smafl cred1t ~
ot organizations, to'large regionat banks, and, finally, to the -,
. Federa] Reserve:System itself. - )

"48. An incomé. tax is proqress1ve if

- a. the tax rate goes up as 1ncome goes down.
b,;_the percentage of income paid as taxes 1ncreases as income 1ncreases

"‘ c. the perceg}age of income pa1d as‘ taxes is the same regardless of V .
. . the size of income. . .

?

d. the tax rate goes down as income goes up. -

o ]
.
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49. The nax1mum,marg1na1 tax rate on “earned" persona] 1ncoMe current]y is
12

a.l'35 percént. . " -/‘ ’ ‘ i
b. 40 percent. | . ’ e
c. 50 percent. .o % - , o
d.* 70 percent. S | . '

50. In the Un1ted States, the kind of business arrangement that character1zes
the 1argest number of bus1nesses is the

a: cooperative. ;- h ' K ‘ R .
* b, .pdrtneé§hip. : [ T ;
“ c. proprietorship. , © " . , { :

d. Eorbdration. ' . ‘ ‘

° . N .
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KEY
Test of Free.Enterprise Understanding .
, (Developmental Version) .

ITEM  CORRECT RESPONSE
1 b ‘
,2 c
3 b
4 b
5 b
. 6. b
7 b
8 C o
‘o c ~
10 )a
11 o
127 a
13 b —
14 b’
15 o .
16 o
‘17 4 b .
.18 b -
© 19 [
20 7 b
23 c .
22 c .
23 a )
24 o a-
5 b,
. ® ’ ‘ 3‘ .
A K ,

ITEM  CORRECT RESPONSE -«
26 a )
27 ©
28
‘ 29
. 30
31
32
33 L
34
35
36
37
383_;\
39
w 40 .
w3
42
43 .
- 44
45
46
. 47
48
49
50,

~
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