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TITLES Development f Behavioral Meciives and Test ms on "Free.

_Enterprise' and Assessment of "Tree Ent6rprise"/ Training's . ,

Impact onU derstandings'of.(1) Teachers takin the Training.

and (2)-SekondarY,tudents in those TeacherS'Crasses,: Phase 1 '

ABSTRACI<
,.:

.
.

,

Major topic areas, major concepts, and beha ioraV objectives--
0

f
.

,
. --17..

' ., were identified and, used toguide instruction o 38 inservice Texas

secondary school teachers who attended the 4th annual American Economy

Institute,at Texas UM University during June 1977. A 105-item multi-

ple choice test was developed. ;Items of thi instrument weite tied. td

4 z

silecifit.topic areas, concepts, and beliavio objectives'.. -,

Participants in the American Economy nstitute took this inftry-
,

I.
=

ment as a prefestat the begiftning.of the, four-week program and-again-

as a posttest at the conclUsion'of the'p ogram. Examinations of
7

7 I.

differences between pretest sCores'and vosttest scores. revelled that
.

. .

:participants had gained. stgnificantly'in understandings 'related to

the major topics of (1) The Economic P oblem, (2) Free-Enterprise and

the Economtc'Problem, (3) Supply, Dem nd, Markets, 'andprices,',(4)

uation otherree Enterprise"System and (,5) 'Economic Performance: Mea-
-

N

sums and Dimensions. No significan differences were observed between

pretest and posttest scores associa ed with the major topic of Alterna-
.,

... -, - , -,--...

tive Econothic Systems. This non-si nificant finding, on'inspectiOn;--
.

. , - ..

pppearea too;e related more probab y to an instrumentation deficiency
.. ... .,

::-.
..

. ...

than tOla programmatic deficiency. ...; ,

,

,

In genera1,0these ana yses vealed that the%American EconO

Institute was, successful, ln'conv ing to:teachersv'qnfOrmat'ion:relate:

to the-free enterprise feature o

-1
3

American capitalitMeltmplisaticT
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is that a short? inbensive instructional'experie
,r1

ce does,seem to

have the capability of preparing inservice te4hers. to deal Vtli

topics in the free enterprise education course mandated by Texas

House Bill 1118 of 1973%

*

From the
,
105 -item test administered to the American Economy

Institute participants, a shorter 50-item version was developed. .
, .

for use with secondary school students. Additionally, major topics

Mnd major conceits were identified that mtght,beuseful in guiding .

instruction in the secondary school freec6nterOris\education course.

Individual items in the 50 -item test were tied'to these topic5 and

concepts as well as to behavioral objectives that might- provide an

.appropriate framework for gqiding instruction. Packages of materials

were developed including these behavioral objectives, major topics,

major concepts, and 50-item tests. Two ftundeed copies were prepared

and offered to schools in Texas.-thrdUgh invitations extended to the, ,

Regional Service'Centers through6yt the state..

Duringphase two of this investigation; the 50-item,test will'
,

,

be administered 'inAtne-fa11 to classes of students taught by partici-
, . . . ,

lif' testpants in'the American Economy Institute of 1977. The,Sa e will
.

.rbe given again to the same students as a posttest during spring 1978._

Data will be examined with a view to determining whetheg.teaChers

who profited greatly from the American Economy Institute of 1977 (as
t

-evidenced by comparison Of pretest and posttest differences on the

105-item version taken during summer 1977) had studehts in their.classes

who also demonstrated great gains in terms of pretest and posttest

. ' A .

differences (as measured by the fall 1977 and spring
//
1978 administrations

.
. .

, .,

of thg 50-item. versions). This phase of the investigation seek's to .v.

discover the extent to which there is a "flow thraDgh" to students
.

xr

4'
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,,Development of Behavioral Objectives-and Test Items

Q111_;Tree Enterprise" and Assessment' of "Free - Enterprise"

t . t

Traini6g7s Impact oniindersthndings'of (1) Jeachers taking
.

the Training and (2) "Secondaty Students in those Teach'ers' Clastes:.

.

N..- I...

A. Overview

Phase 1 .

I.

'THE PROBLEM

I

4

; In 1973:texas 0ouse'BiT1 1118 was signed intq law. 'Thi'S important

-piece pf legislation, for the first time, mandated the incTuSion of "free
*

.

. ,

enterprise eduCation". jh the secondary school curriculum`lq Texas: Pas--_-..,

.

. - . ....

Me of this legisTation.presented secdndary sdhool administrators and

teachers with a dilemma. They found themselves with an immediate need to
-.4.teach Opents of the "free'enterprie system" to theistudents; but all

,., ,e1

too frequently fqund themselves-deficient in terms of their,expertise to ,

' . actomplish:this,task. A logical ,response to this situation has Efeen the
4 -

dRvelopment of a number of ad hot inservice,training'vrOgramS. de§iined with. ,g-, It et ,;
a view to'providing teacherstw With a responsible ormAtiOn base °Upon Ai&

. ,
. .

-
.-

they can draw in their free enterprise education'courses. One such program
)

_ .
4 ;,,,i,..,..

has 'beery' Amehcan Economy Institute, offered e,actr summer at Texas A&M
...

'. .

.

.

,

niyersity since '1974: ' I
' P

Tie program offered by the AMerican Economy Institut0,,similar to.thosp .

-

9

Ipfli7ed by other institutions and agencies, ha& been premised: on theaSs'oniP-44:4;

tion that, provision of content inservice teachers'It011 translate into

"1,

7-
r

-=7,7 ,weere
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an adequate representatiorof.that4Content by those teachers to their

own secondarptchobrstudents. This study re'aretgnted the first phased
1

,

of a two 'part effort designed tocprobe the suppoTtability of this widely

held expectation.
(

Specifically-, study sought to determine the

-

Impact of the short', fur-week American Economy Institute experience on
4 4

teachers' understandings of concepts related to free enterprise education.

..,The-secand phase of this investigation will focus on students taught by
.

,

."-fe.acher'who participated, in'the American Economy Institute of 1977 to

determine whether the expectation that Students in classes of teachers
. °

..- 1 2-

wadia well in the InStitute will be superior performers on a test focusing .

:

.s

..,..

1
on free enterprise education to be given at the conclusion of the-1977-1978

.. .

2' Y.

A

school year. -

To accomplish the purposes of the first phase of this investigation,

N.
it was necessary to develop a,,scoPe and sequence that might be-appropriate

for, the free enterprise education course. 'Existirig-Texas'guidelines in

this: area, whiqe suggesting a commendable variety of, learning actiiities,--

were deemed lacking in terms of speaking to the critical issue,of leannet-'
. .

outcomes.: Consequently, a list of topics -was developed jointly by proies-

sionalsassotiated with the 1977 Aped* Economy Institute that were believed

to be consistent with the intent of Hbuse Bill 1118,, From these topics,

nineteen behavioral objectives were derived to be used as guides, to instruc-

*I
I.

.. :

. .

. tional practice. Indeed, these objectives d4d serve to frame the instruc-
t

_ - 1

tional activities in the 1977 American Economy Ins ittite To determine
-irl

/ (

the -impact of the Institute on participaRts, a 105; -item multiple choice

'1

testwas developed. Individual items were keyed to major topics and

to specific behavioral objectives.'" This test was

first day of the Institute as a pretest and ors the final a posttest.

administered on the

Various analySes of differences betweeen pretestpand posttest scores were
,

=' f
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conducted with a view to determining the relative si the and 'weaknesses

of different components of the Institute program as well as to provIding a

more general assessment of the influence of the total Institute on partici-

pants understaridings.

From these data, a shorter 50-item test was develope . As was the

case with the 105 -item test given to the Institute partici ants, this test

was keyed, by item, to specific topic areas and behavioral objectOes,. This

instrument will be used during the .1977-1978 shcool year to pret st and post-

test students in classes taught by 1977 Americwi economy Institute partf"i
*P4 .

pants. Data will be analyzed as part of the seconcUphase of this investiga-

a.

tion.

B. Relevant Research Background'

Are teachers' demonstrations of pftficiency in training' situations

;related Significantly to cognitive achievement of learners? Bas-iCas is

the question, research efforts directed toward proyiding an empirically-
C I

grounded answer have been few. Dunkin and Biddle (1974) point-out that
-...

Gage's 1964 Handbolik of ResearCh on Teaching include oflly a single' reference

to cognitive achievement in the classroom in
/ its massive index.

In attemptirig to explain the dearth of research in\this area, McNeil

and Popham (1973) point out that by assuming,a given teacher proficiency ,

is related causally to an increase in learriers' cognitive achievement a

researcher can concentrate on data easily obtainable at a teacher-training

facility. Thds tonyeient, but inaccurate, construction of reality frees

-*.
the researcher from any-obligation trtut through the-thorny political

thickets of .publi,.c school human subjects nesearch,ommittees as a preface
. .

to securing data about learners in school settings.

While some may dispute McNeil and Popham's conclusioq, a number of
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researchers agree that ,little attention haS been paid to the question of

teacher preparation as it impacts learners' cognitive achievement. (RosenT

shine4 Furst,'1971;McNeil & Popham, 1 973; Dunkin & Biddle, 1974. Turner,

19.75). In this cdnnecti, Rosensh,ine and Furst (1971) assert that " . .

little investigation has,beensmade of any differences in student product
.

measures which occur after teachers have been trained'. . . .". the

same vein, Turner (1975) 'notes that,"a clear characteristic of the recent

research literature is the inadequate.attention paid to the conS"equences

of the new developments in training, procedures,"

Need for research in this area has been artfcUlated by a number of

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

Dunkin and Biddle, 1974; Turner,'1975 , ).' Rosenshine arid Furst (1971) con-

. tend that,.jn planning.for teacher 'education; tt is necessary that we

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

yr,

teachers to perform specific behaviors, b4 more importantly, wi's to in-

crease our knowledge of relationships between the specific teacher behaviors

and measures of pupil achievement." Supporting this contention; McNeil

and Popham (1973) point,out.that "a focus on pupils reveals far More,about

J
the effectiveness of teachers than doeS direct study of teachers themselves)

Whilenvestigations directed toward establishing a connection between

teacheh training andleamers' cognitive achievement have been few, scattered

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

f

that special training of teachers increased both the frequency of teachers'

use of hi.gher level thought units'and.pupils' use of higher-level thought

'units. However, these changes did not affect pupil achievement significantly

as' measured by the Sequential Test '-of EduC'atiOnal-Progress.Soc41 Studies

'Test.--

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

7 7 7 -.7 -2 AO , -;
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Bloom's cognitive Taxonomy decreased the frequency of teachers' use of

knowledge-level categories and increased teachers' use,of higher leyel

categories. The investigators.fOund teachers' use of higher level cate-
r

gorjes to be unrelated to pupils' achievement.

:7717

BlankenS'hip (1970) randomly assigned one group of preservice teachers

to a special learning condition that included (1) training in Flanders'

'Interattion Analysis and (2) a teach, then reteaX,ch microteachingexpvience.

, w
A second,group received 40 such training. The trained group, during stu-

4P

dent :teaching, had a 'riigherlratto.of indirect' to.direct statements ,than did

the untrained group. This reflected the impact of the Flanders' training.

Pupils of. trained teachers scored higher onthe knowledge component of a

posttest'adminstered after completion of.a unit of workon "values" lasting

-
. ,

one wOWthan did .pupils of the uotrained teachers. No differences were
.

observed between scores of pupils in classes of trained and'untrained teach-

ers on theapplication component of the posttest nor on the Watson- Glazer

'---

Critical Thinking Appraisal.

Francke (1971) assigned 15 preservice to a tr ditional teacher

. training program and 15 others to a new program emphasizdn the development'

of competenciesin certain specified-teaching skills. Teache'rs in the new.

(specified teaching skills), program were found to'be'beqer ableto.demon-
.

Strate4teaching skills' in the classrodm.lhan teachers irithegroup exposed
.

. to/the traditional training program, Further, after sVuden't teaching,
'

° learners in class6 taught the individuals trainer in the new program
- ,

.
were'significantlybetter acedmic achievers than 'students in classes taught

by teachers' trained in the traditional program. "/

These studies, though few ,in number, underscdre the concern of -Dunkin.
t

and Biddle (1914) that widely - held assumptions regarding the effiCacy of

a given training procedure as an alleged "promoter of.achievement" toy not
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be valid. ,Surely the results of the Taba (1966).and the'RO9ers and\ f
Davisu (1970)-- studies give added force to Dunkin and Biddle's (1974)

. .

, . .
1

concerft that more attention'oOt to be given to the demovtrated
...

rat .fan-simply,:to the presumed.ttarner
.

achievement "pay off" of
--i,--

'a specifified teacher:training proce'clifWfa

Those studies that have investigated the teacher'-trai4iing/Iearne*

achievement question have attempted to discover a connection beteeen a

.iven program's impact on te achers and its "pass, through"impact bn learners

taught by those teachers. Nearly all' of these studies haVe centered on

teacher training programs designed to develop genprjc teaching skills

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

ecteb toward demonstrating the subsequent effect on learners of taher

training programs with a tight focus on a limite&body of content within

a given discipline Cr, subject area have been' all but nonexistent. Given

present demands for accountable instruction that seek hard evidence about

how learriers are performing within specific subject areas, there is a

clear an present need for!resdarch efforts addressed to the question of

how subject-specific teacher training programs affect cbgnitive achievement

'of learners.

-?-1-17.-

In Texaq, thi' heed has been articulate,0 clearly in the 1,anguage of

House Bill. 1118 that became:16w in l97k This legislative mandate directs

that "all'high-schools will provide instruction in the essentials and bene:

-fits Of the free enterprise system.".The implication of this legislatiye

mandate is that, at some point, there will be ',E1- requirement for those

(responsible for implementing'free enterprise programs to demonstrate that,

beyond simple implementation, students are learning something about the

.

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

, .

) ,

to deyelop a sysNmafic data base that could be used to (1) determine how

, .
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sUccessfqlly a given'teacher training program (American Etonomy Institute

of 1977) was giving teachers a solid understanding of principles associated
,

with free market economics and (2) determine-whether teachers adqUiring those

principles in this training-setting were able to pass them On effectively

to students in their own classrooms.4

td. Definitions

1. American Economy Institute. A summer programCd7irected at a target
. ,

'audience of inservice teachers' that has been presented each sum-

-mer since f974,at Texas AM University,'College Station, Tex'as.:

The progrj'introduceS
I

participants to the fundamental

pies of the free enterprise system.-

- 2. , Behavioral objective. A statement describing what a learner ought
I P

\to be able to do (destribed in ,observable term.) as a consequence

of a learning experience or sequence of learning experiences to,

which he has been exposed.

. .

3. '4Contract activity package. Organized learning materia l,usualy printed

in form and given to the learner who will use it, that fOcuse's on'

.
p fific behavioralobjed)es and decribeS alternative learning

A

0

and reporting proceires that may be used to complete work.reltted

to a gi4ltopic.

4. InAltiAllliV.E0:nllpol.A.Et. Instructional material organized

according to alternative mo es includingtl) contract, activity pac-

iages,-(2) learning stations, (3).progrlmmedAnstruction developed

by.)977iAMerican EcOnomy Institute participants to help students

in. their -own classrooms td learn selected concepts associated with '

free,-enterprise education at a rate and at an intensity consistent

f.

with students' individual Capabilities:
_

.

13'
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s .

5. leaYning station. A portion of a classroom where specific Tn-
,

.

structions and.matertals-are provided that direct students

to goAthrough a prekribed set of learning experiences fo-
.

8

cusing on a specific topic. .

, ..

6. ,Rarticipant. An insei-vice teacher.who erirolledin the
_ - ,

-i
: -4", .. ' -,..1:.,-......,.._ . ;) . .

American Economy Institute of 1574 at Texas A8A University,

College Station, Texas. s'

7. Programmed instructional package. A cluster of learning materials
.

a

organized.according to a mastery learning scheme. according to

whicheach preceding step muste be learned to an acceptable

criterii level before the next step,can be attempted.

8. Texas House Bill 1118. The 157r1egfsiaiion-thatdirected all

Texas high schools to "provide instruction in the.essentials

and benefits of -the free enterprise system."

sic orla, ation matrix. A.scheme for representing graphically
.

epics covered within a given content area thatfdepicts th'eir

.

tt

relationship to individual behavioral objectivea and to test
P"

,
A

items tied to those,behavioral objectives.

D. Focus of, this Study .

, I

.

,

This study,.the first of two,parts of a broader investtgation, sought,

. , . ,,
.

to determine the impact of the American Economy Institute on Oaticip,a,ps'
.

understapdings 0146 free enterprise system.. The most fdndamental que'stion

'was simpfY: "Did the participants learn anything

Before any movement at all could be made toward answering this highly
r

,

%, .

,.c. ,interesIingluestion,, it was necessary,0 identify what it was they should
4- r

have,learned. A massive review of materials distributed,by such organiza-

tions ds.i. the dOlnt Council on Economic Education revealed some outstanding
(

____ ____. , , ,
.,,

attempts to identify purposes for a general course in introductdry econdmics.

14
o.

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

!
prise feature of the American capitalistic system. Conseqbently, it became

.

necessary to identify purposes unique to the free enterprise'education focus

of the-American Economy Institute of 1977. These efforts ultimately resulted

in development of a sequence of topics, behaviorS..objectivecdescribing in-

.tended student outcomes related to, those topics, and a 105-iteM test with

individual questions related systegatitally both to topics and to behavioral

objectives. This test was used as a measure of participants learning.

Qifferences were computed betWeen administrations of this instrument at

.(1) the beginning of the-AmeriCantconomy Institute of 1977, and '(2) the'
,

.

co e...4

. .
. . .

lusion of the American Economy institute of 197

. This test included items that were Written at,twp levels of cognittve_,

. sophistication (1) demonstration understandings and (2) making applications

r. and inferences. Scaling of items into these two'categorIes Ofcognitive

,sophistication made it possAble to examine pretest and posttest scores com.-

posed of the two sUbsci.les as wellps to compare total test scores on tn!F,I,
.

.
, .

.

,

_

.
.

,Y=vfl...(44
.....t.i.,'.,.....- '''.

, . .. .... -..-.,',. ,

4:ev,
4

pretest and posttest.administrations.' . ; 1; I,i. . , I s ,r 4,.. Is>
,

This capability was of tome interest because of anpancillaryfeatUre
.

of the summer Institute program that was .thought to have pine beafiiii Q4,.,

.-..9,;:::- --. / -' . z'te.: - -'--. .- ,. 7izw.::: ; ,

.part icipants likelihood of learningcrthe 'material. ome`zfotl'or-irt.V liga-t:Ne .
,:, -, ... -,:c,,..

worku(Derman, McLaughlin, &Wallin 1976) has suggested that learning Whcf'

commitment may be enhanced when participants are directly involved in

materials development: As a. consequence of this finding, p4rticipants

400, 4 .

opportunities to develop individual instructional produC,ts

^

to:..thetr,o0,1_Classrooms. i'artictpan

were assigned specific benavioral objectivesuse as a focu's,f0 the' -,

_.

development, of these materials: By folloWing'WkSitTocedtire; the stage

was set for a, comparison between participant.-gOkscore-between pretest
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and posttest administrations on test items associated (1) with behaidral

objectives used as bases for development of individdal instructional

(t

. .

products and (2). with behavioral objectives not used as bases for development

of",individual instructional products.

Finally, since specifled clusters of test items. were.tied to'each
4'

4tOptC'covered during the American Economy Institule

sitble to compare gain scores across all topics for the purpose -of determining

any areas of particular strength and weakness. This,interesf and those
.

mentioned above resulted in the generation of the following research

questions.

1. Did partici arts score higher on the posftest than on the pretest'

as measured by a comparison of tWitrad total test scores?

2. Did participants score higher on the "demonstration of understanding's"

items on the pretest than on the posttest?

3. Did participants score higher on the "Raking applcations and iHfer-

ences" items on the posttest than on the pretest?

4. Did participants score higher on items'aSsociat4 with each tdpic

on the posttest than on the. pretest? ,

-5. Did participants score higher on the Posttest than.on the pretest

On hems jed to behavioral objectives that were used to guide

.

,Preparation of individualized instructional products?

.

METHODOLOGY

- A. treatment

In its most general sense, the "treatment'" for this study consisted

of the substantive content,apd leaTnimg-experientes:Ttaightth partftiOgrits

, .

in the 1977 American Economy Institute were-exPOS'ed.' fhis.iour-week_Rro7
......_ .. .-----.

.

gram, from June 6 to July 1,.1977, - exposed participants--to---EcOnomics-615

It
(The American Economy), a course des-loped to_pr,omote

=A --
1 6 .. . -
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-freeenterpri'se feature of the A eriCan capitalistic system, and to
.

EDCI 689a (Lndividualizing Instr ctionip.Economic Eduntion), a course

designed to provide participants/ with expertise in instedctionAl materials
e -

design and with an opportlinity to produce economics-related,learning. mated-
,

als for use in their own ClaSsrPoms.
, -

In attempting to identify a framework fon'Etonomics 615, course guides,

developed by such groups as the Joint Council on Economics Education Wert

examined. While much of merit was found in fltse materials, :their general
. -

focus tended to be broader'than desired than the .desired singular focus on

the freeentftrtse feature of the American dapitalistic.sYstem.__Adocu-
.

ment produced, by, the Texas Education Agency, Teaching the Free Enterprise

System in Required Social Studies Cqurses, was also reviewed carefully.

Whi,le containing commendable advice and suggestions in the area of student-

involving classroom activities, this material; fob, was found to be some-

34hat diffuse in its focus. ThiS finding, logical enough considerinpits
f,.

purpose of suggesting how free enterprise,contents'might be fitted into

..

, exisiting course st'rutures, suggested that the document would not be an
;%

appropriate referent against whiCh to structure a course with an ekclusive
'1

.
.-

.

.
focus on the free enterprise feature of the American capitalistic syftem.

Since available materials with this focus were found to be unavailable,*e. .

, 1
deciSion was made to borrow from available' sources, when appropriate', and

.

, .....

to construct new3aterial, when necessary, with a view to developing a list

of topics and behavioral objectives that might b6 appropriate-to guide
,:.

.

instruction aiMed)at delivering content that would enable teache q to '11100,,

r do a' creditable job of teaching a free enterprise course consisten with
,

4 .

1

the intent of Texas House Bill 1118. .

' This effort resulted in the following major topics, major concepts,

and behavioral objecteive!sebeing

1,7

,
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OD

Topic A: The Economic Problem-
.

Major Concepts: EconomieWants, ProductiVe Resourceicardty
and Choice, Opportunity Costs, Trade-Offs,
MarginaliSm and Equalibrium

BehaVioral Objectives: Participants will point out.central
featues-of the 'economic problem.'

Participants- will dgine and describe
relationships between the coiitepts

safatY"and-"opportunity cosU"

Topic B: Alternative Economic Systems

'Major Concepts: Tradition, Command/Centralized Economy,
Market/Decentralized Economy, Mixe'
Economy: Economic Activities

'_Behavioral ObSective: Participants willdifferentiate among
"traditional economies%"'"market/decen-
tralized.economies," and "mixed ecOno-

, mies)."

A Topic Free Enterprise and the EcQnoinic Problem

*

1

Major Concept's:, Incentives, Market Mechanigm, Competition,
Circular Flow of Income, Foie of Profits and
Losses, Economic Freedomt Property,Rights,,,e

Limited Government.
. .

Behavioral Objectives. Perticipants will describe producer and

. consumer incentives,in a fi'ee enterpriie
xtfr-

. i. ,economy. ----
.s .

ParticipantsWillsdescribe the market
,....,, mechanism. ,,

4

Particimits will identify the role.
played b competition in a free enter-
prise economy.

Participants will pointout the scope,

.
and function of property Hghts in a
free market economy.

Participants wilJjgdentify effects of
profits and losge$5in a free enterprise'
economy.

-.

PricesTopic D: Supply, Demand, Markets and Prices .

.
. ,

.1, .

Major Concepts':" Microeconomics, Market, Supply and Demand,
Prices, Wiges, Rents; Interest Rates,,M6a&t
Structures, "Other'Things,Being Equal,".

..

t
P

Si tr
. r

18
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. .

.Behavioral Objectives: Participants will- define the-concepts
"supply" and "deMand" and describe how
changing relationships between supply

and' demand affect prices.

Participants will describe the role of
prices in a free Market economy.' .

Participants will describe variables
that go to§ether to define a "market,

structure.'

Topic E: Evaluation of the Free Enterprise System

'Major Concepts: Goals of Society, System Performance,
ROle of Government

`Behavioral Objectives: Participants will critique the perfor-,

mance of economic systems inPterms'of4 ;

their (a) allocative,efficiency, (b)
Alstrtbution of income/Wealth, (c)
ability to. prompts economic. stability.

Participants will identif goals of

:ociety and point out how (alternative
`priorities among thes4tgoals"affect the
,nature of a given economic system.

Participants will evaluate governmental'
interventionin thevrivate sector.

Topic F: Economic Performance: Measpres ,and Dimensions

-.1Major"Concepts:, Statistical Concpts, PrOuction, Employment,

Income:,.Prices

Behavioral Objectives: PartipipantS will define the concepts
"labor force,","full employment," and

"unemployment."

Participants will identify.and describe
Measures of "economic performance" in-

v'cluding GNP and NNP. I d.

Participants Will name selected data

sources where information related to

measures of "econamit performance" can

.4e,found.

,

p.
eParticipantsaill'i'deritify recent rate.'

of inflation and describe the impact

both inflation and deflation on prices

and purchasing power.

19

sr

I
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C.

. ,

, Participants will 'define alid differ-%

entiate among the concepts 'amount,",
'rate," 'index number," "real value',"

and "nominal value.''

,These topics,, major contepts,'''and behavioral objectives provided a
.

framework that guided instruction .in the,Economics 615 component of the
.k A

American
J
Eaconomy Instituteof 1977.. Learning resources for the course

o

included a text Cialpbell R. McConnell'. EcOnomics."6th edition. New York:

McGraw-Hill, 1975)- and daily presentatidris by John W. Allen of the TexaS

A&M University Department of Economies and,by invited guests from both

the academic world, and from the private sector: Total, instructional time

averaged three to four hours daily for the -four weeks of the American

EConomy Institute.' C.°

Appr.oximately two t

provided for the portfon the Institute centering on EDCI 689p. 'Learning r
.t resources for this tour included texts (David G. Armstrong and Robert H.

Pinney: Record Kee in f Individualized Instr ctional Pro rams. Washing-
s

ton, D.C., National Education Association Publications, 1977; Rita Dunri

and Kenneth Dunn. Practical Ap roaChes to Individual {zing Instruction- Con -

tra cts and Other Effective Teaching Strategies. West. Nyack, NewiYork: Parker'

*01-ishing, Inc., 1972), presentations by taxi Armstrong of the Texas

71k&M University Department of Educational Curriculum .61d, truction, and

_
class handouts focusing on practical .Ppproacherto developing learning

daily instructional time was

stations and to preparing programmed instructional materials. The focus

of this course,was two - pronged. On the one hand,,there was a desire to

provide participants with a general baCk'ground in the area of materials

.
development for individualized programs. On.the other hand, there was a

.-desire' to provide participants with opporiunities to get "hands on" expert-

.

fii

encg-indeveloping individualized mat&rials, 6cusing on the. free enter-
. '

Si

-20
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prise system, that they would have prepared and ready'to use in their

own classrooms during the 1977-1978 school year.

Pkrtici.POis were provided with specific gutdelines-relati6g td the
.

preparation of materials organized according to the following approraches:

contract ,activity,...p.skages; -(2) leariling stations or learning, centers;

(3) programled instruction. Add4tionally, all participants were required
.

to develo0 a record keeping system to kelp ,theil track progress of individual

students,4 they progressed through the adopted program. Further, partici-
,

pants developed' resodrce materials'' lists including items they might wish
1

. ,fe. s

to draw from as students began working with maferials.fhey developed.

Because ofthe investigators' interest in'deterMining whether partici-

pation in a lands-min instructional materials development task had a facili-
,

. .

:5.,,

.

tatiu effect-on participants leaning of content related to,the instructionaj
t-,, ,.

materials they developed,.parOcipant were asked'to developThlstructional
r

-products ".(contract activity packages, programmed instructional 'units, learn-
.

ing stations /centers) focusing on content :limited to'the following eight/4

behavioral objectives: i .1, ' -/

1. -StUdelitS Will point out central featOres Qf the "economic

problem."
,

,

. .

, 2, Students will define and destfibe relationships.between the ,

concepts "Scarcity" and "opportunity cost." , . a,
3. 'Students wil ferentiate among,"traditional economies,', .-

i "command/central ed economies;" "market/decentralized econo-
.

' .,
,

mien," and "mixed economies." .
, , .

4
0 ..'

l

4. Students will descirbe producer and c nsUmer incentives,in a
0

, free enterprise economy. '" -
-,,..

C 5% Students will describe the market mechanism.

6. Student's will identify the role played by competionin a

-free enterprise economy..

It



,

-7: Students will identify effects of profi;Wand losses'

in a. free enterprise economy. 1

*
8. Students will point out the scope 4nd function of property

rights in a free,enterprise economy-. .. .

16-

-
. B.' Sample , * 6

,,

. .

The sample used in this investigation inclued=all pa.rticiPantsin
:

.

the 197/ AmericarLEPOnomy Institute presept04

College Station, Texas from June 6, 1977'through

. Cipants were experienced teachers intending'to return to their re;ective
.

TepsA&M
°

July 1, 1977'. Al pdrti-

classrooms for the -1977-1.974 school' year. *Of the 38 participants,- aft

but four were secondary school teachers. These individuals were,selected''
, .

on a first-Come, first- ser\,ed basis from applications 'received as a res0t,

of distribution of brochures to secondary school administrators, wQrd,of-

mouth recommendations from participants in Inhtitutes offered prevjous..

years, and from an advertisement in the Tea Outlook. Supporting grant
,

moneyfroM.t4 TeXaS Bureau for Economic Understanding and Invest,inLAmerca

.0

National Council, Inc. paid for tutions'anA books for all participants.
.

Geographically, they came from-nearly every part of thg State of Texas.-:

In terms of age_andxperience, they 'varied f,

their first teaching position to those looking

chers coming fresh from

retirement aftet4t

, thirty or more yeaYs in the, classroom. In terms -of background in economj,cs,

most had a single College-level course, or less, a few had a substantial

.undergraduate background; and one indivislual held a Mastere'rd,egee _in tMe

,field. Most were teaching in social, tudjes departments,' Of the others,'

0015fY'

a large majority were bUsihes educa ton teachers.

0

C. ,Design
r.

This investigation utilized a s

design. As Campbell and Stanley (19

22

_

mpIe onegroup.pretest-postt st

3) note, this des'i

4

4'.
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, .

tatiOnSas a.design=for=experimental reseatefi. -However, it should be
4.

noted that this invesygation,-in Character, is eValUation research

directed. primarily toward an assessment,of the impact on participants

of the American Economy Institute'of'107, 'NoLclajm is made for broader.

...-

application. of the results. However, some of the products 9f this effort,

for example the test instruments developed, have potential for applicatiod

in research efforts.more truly *experimental.in ch3racter. ,Phase II

of this project may well generate.,more widely generatizable information.

The present study-utilized simple ht tests" to compare differences

between pretet and potttest scores. .Differences were designated "signi-

ficant" all cases where computed "t" exeeded tabled "t" at a critical
?

wleVel of .6s. The following Comparisons were made;
1

rPrestestscores on thaentire 105-iteM "test Of free enterprise
understanding" and , posttest scores on the entire 1.05-item "test

Of free enterprise understanding."

'Pretes, t scores.on the 87 "demonsiration of unddrstandings"-level
items on tre "test of free,enterprise understanding" and posttest
scores on the 87"demonstratiOn.of understandings " - ,level items on

the "test of free enterprise understanding."

Pretest scores On the T8'"making applicationsandAinferences"-level
items on the "test of free enterprise understanding" and.pOsttett stores.

on the 18 "making applications and inferences"-level items on. the

"tdst of fgee enterprise, understanding."
,

__Pretest scores-on the 13 items on the "test of free enterprise
°understanding" focusing on the topic "The Etonomic Problem"

ond.po4test scores on the 13 items on the ",test,of free enterprise ..

underseinding" focusing on the topic "The Economic Problm."

Pretest scores on the 5 items on thentest of free enterprise under -;
standing' focusing,on the topic "Alternative Economic Systems" and
posttest scores on the,5_items,on the "test of free enterprise under-

standing" fodusing_on the "-Alternative Ecodbmic 'Systems." c

Pretest_scoreson the 20 items_ on the."test of free enterprise
understanding".focusing on tile topic free Enterprise and the Economic
Problem" and posttest scores' on the_20:items on the "test of free
nterprise_understanding"_-_focusijigthelOpic,"Free Enterprise and,

the Economic Problem." r
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detest scores on de'24 items.on the "test of free enterprise
Understanding" focusing on the topic "Supply, Demand, Markets
and Prices" and posttest scores on the 24 items on the "test of
:free enterprise,understanding" focusing.9n the topic "Supply,

4 Depand,.Markets and Prices."

Pretest scores on the 21 items-on,the "test of free enterprise-
understanding" focusing on the topic "Evaluation of the Free'

-:
Enterprise.SysteM" and 'posttest scores .on the 21 items%pn the
"test,Of free enterprise understanding1! focusing ofi the topic
'Evaluation of the Free,Enterprise System." Fi

Pretest scores on the 22 items on the "test of free enterprise
understanding" focusing on the topic "Economic Performance: Measures
and Dimensions" and: posttest scores on the 22 items on the "test
Of free enterprise understanding" focusing on.theltopic "Economic'
Performance: Measures. and Dimensions." ..k

,

.
. ,

Pretest scores/on the 39 items associated with behavioral. objectives
that guided developmentof participants "instructional products"
and posttest scores on the:39 items associated With behavioral,
Objectives that guided development of participants "instructional
products."

Pretest scores on the 66 item's 11,0 associated with behavioral objectives

that guidedMeVelopment of participants' "instructional products' and
posttest scores on the 66items not associated with behavioral objectives
that guided development of participants' "instructional produts."

'I

A,

so

D. Dependent Measure

Once, major topics, major concepts,'and behavioral objectives Were

identified,, a dependent measure consisting of a 105-i-0 multiple-choice

test was constructed., Available tests, though commendable.for the pur--

poses for.which they were designed, were found not to have the 'appropriate

narrow.focus on issues associated Jththe free e nterprise feature of

, . .

the American capitalistic systems To assure ,that testing' had a` logical
--: r . .

and-a congruent relationship With..-tbe contents.,being presented dpring ,4

.the Economics 615 component_ofithed,1.9.7,39AArican Economy Institute, a

,. --f
-1/-

i

decision was made to develoP-a test specifically targeted toward the

topics and concepts thattad been identified to guide instruction dpring

the,Econbmics,615 compueht of the Institute.

Items- were examined, for validity by. experts in-economics. ,Relia-

.

24
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. .

.

was-checked by running pretest and posttest data (from 1977

American Economy Institute participants) through a TESTAT program.

. TESTAT, a procedure modified and edited by Donald G. Barker and-
...,

Walter F. Stenning based on DonaTtl:j. Neldrian's Fortran Programming

1

for the:/aehavioral Sciences .(New York: Holt, Rinehart, Winston, '1967)

'-'proVides a measure of total test reliability (KR-20 formula) and

provides point-by-serial correlatiOns between individual items and (1)
.

subscales and (2) total test scores.

.

On the pretest, total test reliability was :19290. On the posttest,

there was a somewhat surprising decline from that level to .8559. A

slight difference in testing procedures may account for_this difference.

The pretest, administered on the first day of the 1 -977 American Economy

Institute, was the'only assessment instrument giAlln tOt day. But, on

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

,S.

N

can Economy Institute, an additional, very challenging 20.-item test was

given. ossi6.1y, thp. factor'of "test fatigue" contributed to the diminution
'

of competed reliability on the posttest. Even with thedecline, jWiesti-A

gators concluded that reliabilities were high enough Por-ffiem to have _

., confidence in the reliability of the instrument developed for use as

a pretest and as a posttest. .

FINDINGS

,

T-tests of differences between participants total scores on the

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

Eurther, t-test comparison of differences between pretest items and
, .

;,posttest items focusing-on,each of the major topic area's revealed -stgni-- ------
..,

ficant gains in scores associated with fiVe-of the six Majot-topics%

The pattern of pretest and posttest scores by total test and by mai& w

topic area's is illustrated bellow,.

2i) - c z.
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. POsttest scores' on the entire 105-item test Were
u .significantly higher than pretest -scores.

A

2.' Posttest scores on, clusters of items associated respective-
ly with the major topic areas of fl) The Economic Problem, ',

(2) Free Enterprise and the Economic Problem, 20). Supply;
'Demand, Markets and Prices, (4) Ev'aluation of the Free
Enterprise System, and (5) Economicerformance: Measures
and Dimensions were significantly higher than pretest scores.

21

- - ,

-3f Posttest scores .on the 87 test items written. at the level
of "demonstration of under andingg" were significantly
higher than pretest. scores.

d

4. Posttest scores on the 18 test items written at the level
Of "making applications and :inferences" were significantly
higher than pretest scores.-

5. Posttest scores op the 39 it4mS associated with behavioral
objectives used to guide development of '!_instructional
produCts" were significant:1y higher thanpretlit scores.

..,

--6: -Posttest scores on the 66 items not associated with behavi-
--oral objectives that guided the development of "instructional
)products" were higher than pretest scores.

' - ,
-

.
The following research hypothesis was not sustained;

. No significant difference was observed between p;ete,S1P
scores...on clusters of items,asSociated with the majo? .

topiC:area of Alternative Economic
of-"

Systems-.,
e-
.

-Mv ; ,.

''''"-' 'CONCLUSIONS.

In general; findings revealed that°the American Economy 'Institute
.. .,

of 1977 succicded in transmitting content, associated With the guiding
u

behavioral objectives' and major topic areas. Further, instructional

,treatment in five of the six major topic areas resulted insignificant

, ; . .'
r

.,

gains in test score performance as revealed in com6arisons beween,pretest- -
.

'and posttest scores. Only with respect to the major topic area of Alter-
.

native Economic ,Systems were no significant differences.observed. This

finding -might be explained by the very small number of test items (five)

---,-1--10--,-*s.,--,---4--,>---,...",,-,:,...)
L `,.., s- , ,., '--\,

' ""'
assoCiated with this area and the high scores individuals achieved on

the pretest: The implication is-that'kgcledge in this general topic,

c ---.,

27



. a.

22

.

.
area apparently had been acquired-by a sizable majority of the.Insti-

.

tuteparticipants before, their involvement. in the Institute program.
.

The. very high scores on the pretest l4/little room for iMprovement°

on the posttest. Indeed, the.posttest revealed a "topping_out"_ effeCt

characterized by individuals responding correctlyto.-avery nne of the .
_

--

items associated with the Major topic of Alternative Economic Systems. ..,

ThiS "topping out effect," a phenomenon apsed by Cl) Participants

rather high,leyer of knowledge regarding this area and (2) the very small

number of items available:, On:IloSttest scores that resulted

in their not b ang capable of providing an incremental gain over the

very high pretest scores that was sufficiently large to. adlieve statistical

significance.

Thus, the failure of significantgrowth associated with the topic

of Alternative Economic Systems apparently resulted mord 'frbm problems

associated with measurement than with any learning problems participants

encountered, Indeed, participants' background in,this area was sound enough

in this area to,TalIe a question about the advisability of devoting limited'

instructionaltime to a considerationoof this issue in the Institute. Some

thought may be giyen to revising tie topics to be presented daring the

1978 Amerlican Economy Institute 'to-eliminate a special block of instruction

focusing on Alternative Economic Systems.

4P .

In summary, the result$1of the testing program revealed no seriou's

"soft spots" in the Institute program. measured- by the administrations
.

of the pretest and the possttest, participants demonstrated marked growth r

An their Understandings of.concepts 'associated wfth'major topics. These

data suggest no need'for::.-extensive redesign of instructional procedures

associated with any of the_major topic areas. In essence,:th

appears toibe that the' instructional model being utilized is basically. w

28
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i

sound and that, in preparation-fortheArmartcan Economy'nstitute of
. ,

1978, efforts would be directed more properly at honing and refining

procedures used duying the 1977 Institute than at comprehensivere-

designing pfsthe pyogram.,'

CURRICULUM PRODUCTS RESULTING FROM THIS. STUDY. .

As note& previously; this studystompriVtd the firii41i,ase of:a

two-part effort. The-Second phase.will be. directed' `t ''sessind
. .

the free enterprise understandings of stuiterftS,t-r t;j6y IgArticipdas.

in the .1977 American'Economy"Institute., s3 fished by

administering a pretest in'the'fM-110t.:1,
poi'

a posttest4if the spring

,?
of 1978. The instrument to be administered to the secorfda6, school

r .

students represents a 50 -item distillation of the 1.05-iteetest given

as a pretest and eposttest to the 1977 AMerican Cconomy Institute par-

'

ticipants.

As was the case with the 105-item version, this testwas referenced
,

4,

to major topic. areas, mAjor concepts:; and behavioral objectives'. The

major topic, areas were identical to those used as foci for the American

'

Economy Institute of 1977with a.single exception. The major topic of

Alternative Economic System was eliminate& This was done for two reasont.

First of all, results-'from testing with 1977 American Economy Institute

participants revealed that a good deal of .information about this topic

was available outside of a formal'coursesitATion. Second, the topic,.

though certainly appropriate for a general, course in economics; did not

meet the criterion of close association with the free enterprise feature

of the Americancapitalistic'system. Deletion of this topic left the

following five:

1. ,The Economic. Problem



r.

2: Free Entehprise and the Economic Problem. '

3. Supply, Demand, Markets and Prices

4.0 Evaluation of the Free Enterprise System
. .

*. 5. -Economic Performance MeasUres
.

, ,

.,
The 50-item test itself was constructed after a careful .consideration .

.- -
. .,,

. of analyses of dafa.from pretest and posttest administratiOns of the 105-

,

_,,

item instrument during the American Economy Institute. Items from
,

24

the 105-item test were eliminated that,.en-both pretest.andlpostestwere

characterized, by negative,point-by-serial- correlations with total test,

, a.

scores and by"eliminating items that on both tests had'paint-by-serial

correlations with total test scoret,below the level of +.30 and above. _-- ---,
,

°.

the level of +.85. A few items' were ipeludedthat violated these decision

rules because of a desire to include 'questions'fo dsing.on major concepts

associated vii'h each of.thejive major topic areas noted above. _ _

This 50-ttWest and ttie major' topics:majoi.

objectives were dxganized into a 294page booklet_entitled.!Tehavioral Objfic-

tives, Major Concepts, A Topic Organization Matrix, and'A DeVelopmental
,

'Version of a 50-Item Test for a Secondary School Course iii Free Enterprise."

Out of a recognition of the very limited quantity"of material presently

available to ,guide course development to me the free enterprise education

requirement established 'under TeXas House Bill 1118, a decision was made'

to print 200 copies of these Materials. Copies have been distributed to
0.4

4

all Regional Edu6ational Service Centers in Texas; to the:Social Studies

COordinator at the Texas Education Agency, to a number of district -level

`social studies coordinators, and to the Educational Resources Information'

0
'Center (ERIC). The Texas A&M Un!ersity Center for,Education and Research

.

in Free Enterprise has agreed, to underwrite costs associated with distri-

," 30
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bution of the%e*materials. Agencies and individuals have been_invited,

to.request additi6nal copies of these materials for distribution-to

'interested pa'rties.

This investigation also spawned the development of a number of

".instructional products." Developed by.participants during the American

Economy Institute of 1977, these "instructional products" include (1)'

programmed learning materials, .i2) contract aCtivity.packages, (3) record-

keeping schemes for free enterprise education programs, and (4) learning

'centers and learning stations, instructions. PartiCipants developing

these Materials signed a release authorizing their duplication and distri-

bution to interested parties. These materials have' been catalogued and

will form initial "deposits" in an "Instructional MaterialkBank" to,

be housed and.managed by the Texas AM Center for Education and Research

on FreeEplerprise. The Center is presently undertaking a putlicity

program-designed to advisejekas educayOrs that these materialSare

'The Center will underwrite some reproduction and mailing

costs. A total of 78 separate "instructional products" were developed

dth'ing the 1977 American EcOnomy Institute. These,stident-oriented

materials will tie'availabie to interested individuals after September

1, 1977.

O
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TOPICS

BEHAVIORAL
OBJECTIVES

ti

`MAJOR

CONCEPTS

fEST
ITEM .

:NUMBERS

4

0.°

,A MATRIX OF MAJOR TOPICS, MAJOR CONCEPTS,

BEHAVIORAL OBJECTIVES,1000 RELATED
:TEST ITEM-"NUMBERS'USED DURING THE
-AMERICAN ECONOMYINSTITUTE OF 1977

A.: The-.Ecottomic_ Problem B. Alternative- Economic,Systems

4

Participants All- point :out :central,'

features of the "economic problem."

PartieiPants will define and describe

relatioffshipsbefw&AAhe'tonceptt
'""scarcity" and uppportunity,costl".

9.

,

Participants wilidi among -- ..
1

,

"tradi,tion&leconomies," market/dem= ,

tralized.economieS," and "mi,xed edonomies."
0 ,

1. Economic Wants
2. Product4ye Resdurces
3. Scarcity and Choice .

4. Opportunity Costs,
Trade Offs

.5. Marginalism
.Equilibrium

1. Tradition
2. Command/Centralized
3. .Market Economy
4. Mixed Economy
5. 'Economic Activities.'

1°
ar

1: 2, T, 4,,5, 6, 7,
8; 9; 10, 11,4,76, 77,
83,

12, 13,,,,14, 15116

<

,

t

a

sr
pP

'



TOPICS

-BEPVIORAL
OBJECTIVES

MAJOR
.CONCEPTS

TUT'
,ITEM

,'NUMBERS

:

'C, Free Enterprise and the
.

'-D. Supply, Demand,
,Ecbnomic Proble Markets and Prices

, . .

-

a

.

Participants will define e , ,

concepts ,fisurPly" and "demand"
and describe how changing relation-

..,

tshipsbeween,supply and demand
.affect prices:

.. -Ail

,Participants will describe the rolee
.

of, prices in a free market.economy.

.

,Participants will describe variables
that.'go-together to define
a "market structure."

. ,,.-
,

. 4 .

.
'-

,

__
- e

" J
,

, . . ,

.

.

,N,

.\

,

-

.

.

-

.

. . ,-
partjcipants,will des&rale,producer
and consumer incentr;ivesn a free

, enterprise economy.
-

,
.

.,.,

Particfpants will describe the mar-
ket mechanism. :

-
, 4

Participants will identify the role
played by competition in a.free-
enterprise.eConomy.

r ,
. , ,

.

Participants'will identify effects
of profits and losses in a free,
enterprise economy. ,

.

Participants will point out the
scope and function of property
Tights in'a -free marlet economy.

1.. IncentiVes ,

2, jlarketMechanism lit

-3. , Competitibn . -.T--

41 Circular Flow of Income
5. Role of Profits and Losses

-----------..6. Economic- Preedoin
7. -. Property qghts,
8. -Limited Government

, .

,

,

/

,t

--.,A,

1. ,AiGroeconomics __ ,

2. Market ,'

3. Supply and Demand
. Price's, Wages,,,,Rents,' ,

.

) Interest Rates.
,

5. Market 'Structures
- - '6. "Other Things Being Equal".

, ,
r

. -

,

.

, ,

.

17,-18, 19, 20, 21, 22, 23,
.

24,25;A 27, 28, 29, 72,
,

73, 74, 75, 78, 82, 84
6

,

.

.

--30, 1,32, 33, 34, 35,-36,-37', .

79, 80, ,81, 85, 86, 87, 88, 89,, 90; .

-91, 92, 93, 94,,95, 96, 97, 105
.

.

.

,,,

',/

--
-,--4.

)
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TOPICS

BEHAVIORAL
OBJECTIVES

ti

.1

MAJOR

CONCEPTS

TEST
. ITEM

NUMBERS-

./ 1.

E. Evaluation of ttee___Eree ,
.

F. Economic Performance.L. . .-EnterpriseSystem . 'Measures and:-Dimensions

.

,Participants will critique .the,perfor-.
mance of economic systems 'in terms df
"their (a) allocative efficiency, (b)
distributiqn of ilicome/wealth, (C) abi-
I ity to promote economic stability.
,

. .

Participants will identif9 goals of
society and point 'out how al te'rnatiVe-
priorities among these goals affect \
the nature of agiven economic system.

Participants will; evaluate governmental
intervention in the priVate sector.,

, , ,

--
(3

,
-

.

.-3

. . .
A

. .

.
-,.

-
, s

.

j

-

.

v
..

.Participants will define.the
concepts "labor force," "full
emp19yment, "_a,,n_d_foemp..1..oy.m.ent .12. , ....,

. _
Participants will_de.ntify and describe.,....
measures of "economic performance" .

including GNP and NNP.-- . -
.Participants. wilt-name selected

data sources where information related
to,measures,ofi,:leconomic performance" ,

.co be Aptihd....; -* _ ---
Participants will identify recent
ratesr of -1-6flation and describe the impac
of' tottriterrelatton and deflation on prices"'
and purchasing power.

Participants will define and differentiate
among tha ,,c,onc ts "amountL,-.1,v, "rate,"

i ncre5( nu- -6r,"-1real:-value,"" and
"nOM-Thar-va ue."

.
.

_

_
, -- _, .,...

, -
,

1. 'Goals of .Society
-2. System Perfbrmance

.
3. Role of Government

.'"

40. .

-4 :1

....

'

,.< .
r.

1-. ---STAWtic-S1 foncei s

Z., Prad_ucti on , Employment.
Income,, Prices; i

3., Income
.4. Prices -.

- -
38, 39; 40, 41, 4 ?,-43, 44, 45, 46
47, 48, 49, 50,61, 52, 100, 101, 102
103

.

,
...

.53,.54, 55, 56, 57, 58,.59, 60
' 61, 62,63, 64, 65,,66, 67, 68, .

69, 70, 71, 98,t99, 104
40'-
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TEST OF FREE ENTERPRISE' UNDERSTANDING - 105 itemtversioen

1. The proCess of satisfying wants is referred to as

a. cogumption.

b. ',gratification.

c.

d, ,accommodation.

2. Natural resources, human resources, and capital goods are examples of

33

r-

a. contemporarial indices.

b. productive resources.

c. quota-based resources.

d. marginal resources.

3. Capital goods are

a. accumulWons of products that ca be readily converted to cash.

A). products distributed primarily from blifical centers of industrial
natfens.

c. goods prOduced'by man's past'effortS that arefavailableto produce'
other goods'in the future.

d. consumer's' holdings.of bonds, debentures, commons stocks, preferred
stocks, and trust that can be converted easily to cash.

1,,

4. Because people's wants exceed available resources, there is created the
basic economic problem of

a. acceleratiori.

b. marginality..

c.. /elasticity.

, d. scarcity.

'5. Since wants exceed available resources,"reople, in deciding how to use
those resources, are forced to .

a. theirtheir wants,

b. call. on the government.

c. make choices. .

d. call, in their margins\. 4 .

When .a decision is made t
io

use a scarce resource in a certain way, something'
is given Sup. The- term that is-used to describe what i5 given up is

a. marginal resburce.,

b. opportunity cost.

c.m dichotomous expense

d. utjlity decline point.

42.



34

7. ,Costs

a. are always measured ingtems of money.

b. may include things other thari monetary costs.

c. never include monetary considerations.

. d. alwayS exceed residuals.

8. Which of the follo:ong.statements is most consistent with the definition of
"opportunity cost?" ':

a. The cost of baportunities parallels shifts in negative demand
curve' catios.: -

b. The cost of any act chosen is equal to the Cost.of_any other,act
given up as a result of that choice. -

c. Costs reflect entry-level surcharges that. occur when businesses are
fir ....opened.. o,

d, Costs reflect philogeqous variables, whereas prices reflect protogenous
Atariables:

9. When a consuNer thinks about the consequences of buying one unit less or
More or a given product or service, he is engaging,in

a. economic equiv'ocation.

b. marginalishn. u

c. elastic decision-making behavior,

d,. "bootstrapping."

10. Every economic system attempts to respond to the following three
questions:

a.. How mUch?. How fast?. How good?

b. What? How? For whom?

c. When? Where?- Why?

d. How soon? -How much? Wher'e?

---4.-1 .
N

11.- When changes occur irLsupplies'of goods proevided or in demands for goods

..
available, a series of reactions occurs. When these reactions subside, a - , '

newstabilityofprices,supplY,anddemand is observed. This stability -

is referred to as the i

.,,

,a. marginal utility.

b.: aggregate pleasure effect'.

c.. symbiotic demand, node.

d.

12. When ansumers live in a society in hich their decisions directed toward
solution of the economic problem ten . to repeat decisions of their ancestors,,
that society is likely,to be charact rized as a

command economy.
,

b. traditional economy.

c; market economy.

4. nftastructueed economy.
I 43
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13. A society 'in which decisions are made in the economic realm by,a .

centralized governmental, authority ig likely to'be characterized as a

a. command economy.

b. decentralized economy.

c: market economy.`

d. traditional economy.
1

1

14. A society in which all persons participate in economic decisions in their
varying roles as, individual cogumers and producers is likely to be
characterized as a

a. command economy.
.

b. centralize0,economy.

c. traditional economy.

d. marketeconomy.

15. Most societies have neither completely centralized nor completely
decentralized economies. They have

market economfis.

b. dichotombus economies. /

c. mixed economies.

-d, marginallyellocative economi".

16.. The economic activities of production, exchange, consumption, investment,'"
and savings

a, characterize ali economic systems.

'b. characterize all economic systems except for command economies" 1,

c. characterize only market economies.

d. characterize traditional and command economies, bit not market'econom4es.

17. Which of the following statements most accurately describris the effect
of individual economic incentives' on consumer behavior? :.

a. Consumers reduce their de-sires to obtain totarsatisf6ction and
'accept' the limited amount of goods they,, can Ifford# f t- -..

. .

b. Consumers allocate their limited idcomes to maximi',zt, theirtotal

satisfaction.
! .

c. Consumers increase their savings and refuse to buy goods beyond thQse
they need fOr physical survival. t i

.
.

A. Individual consumers adjust their desires so that thei are' at the,
,,,,:same.level as t4ose of everyother consumer in thelsociety.;

18. In.he American economy,' the most important motivating, forte behind economic
behavior is

4:

a. governmental' action.

b. individual economic incentives:

c. collective incentives.

d. centr8111anning.

#44
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19. Producers are encouraged to use Productive resources effiCiently
becose of

a. consumerism.

B. egalitarianism.,

A -

c. competition. ,

d. government regulation.

I

20. The conflict of interests between consumers and producers is reconciled .

by the

a. Federal Reserve System.

t. fiscal policies' of the government.

c, 'market mechanism.'

-

d. rulings of judicial economic arbiters.

21. In acompetitive market, adjustments 'in prices serve to

a., allocate resources toward'Uses..inost highly valued by society.

b. allocate resources inefficiently.

,.c. decrease competition.

d. create severe mi,salignments between demands for goods and supplies
of goods. . ,

22. The principal resource allocation system of a free enthrprise economy i,s

a. monetary policy.

b. ,fiscal policy... '

c. markets and price%.

d. regulatory mandates.

23. A natural feature 'Of-free markets is rivalry among propducefts. This

phenomenonis termed

a. cartelism.

b. competition.

c. monopoly.

cr. central pl;nning.

24. In the American economy, profits fulfill which of the follOwing?

a. They prOyide income to business, but no incenti,ves,for production.

b. They provide incentives fori production (innovation, and risk taking
and also signal to businesS that consumers are teing satisfied. -

c. The provide neither income to business, nor incentives fop-production.

,d. They provide a concentration 9f wealth for'oviners lat,,tikes money-out

of circulation and, consequently, diminishes worke standard of living.

,4



25. The best example of non-price competition in the following list of
possibilities is:

. .

a. A repairman reducesthe charge for a house call.

b. A grocer. pipes in music for customer pleasure.,

c. A gas station lowers prices eight cents a gallon.

d. A wholesaler offers a discount for volume purchases
i . I

4I 26, In one direction, there is a circular flow of m4ey from business to.
households in the form -of income (salaries Lad from the households to .

business in the form of Abbey. spent for good and services. There is also
a flow in the opposite direction. consisting of

a. -"productive resources and finished gOods,..
-. &

b. business income and finished goods. '

c. productive resources and public-expenditures.

d. business income and productive resources. .

A .

27. Relatively easy entry of-new producers into the market and,absence of
restrictions on consumer and producer spending are examples. of

- a. central planning.
.7'\

.37

b. equal distribUtion of social wealh.

c. economic equity.

d. economic freedom.

28. Which ohe of the following pairs of characteristics is most closely
associated'with a free enterprise economy.

a. central planning / concern fdriequity.

b. rights to private property / belief, in limitiflq. governmental action
Iin,the economic sphere.

.

- C. utilizing fiscal policy to prevent high unemployment / belief in
enlarging governmental.action in the economic sphere:.

d. tradition-mandated consumer decision-making / concern for,stability.
,^-

( ---

29. Business losses are signals from consumers that arelikgly to result in
,

a. an increase in production..,

b. , a decrease in production,

c. no change in production.

d. employment of additional workers.
14

30. Tlicroeconothics includes all of the following exctOtl

a, the study of how changes, in Gross National Product affect employment
levels,

b. the study of individual households, firms, and markets..

c. Ore study of how/prices,and outputs are determined in markets.

.d. the study of how the price, mechanism allocates resources.

1
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31. Which of the following best describes the term "market" as it is used
by economists?

a. a plaCe where stocks and. bonds are traded in,flew,York

b. -a place where liquid assets, particularly cash and demand deposits,
are held in escrow.

c. a mechanism which facilitates exchange among buyers and sellers of
-goods, services, and productive resources.

d. a building Where retailers and purchasers come together for the
purpose of resource exchange.'

, ,..

The totals of all individual,decisions,to buy or sell in a market can be
-represented by .

4
'a. independently elastic volUme curves.

r.

b. discount and rediscount.

c. schedules of supply and demand.

d. margin cost and maximal utility ratios'
MI6

332 ,A "surplus" is defined as a situation when

a. quantity demanded exceeds costs.

b. quantity ,supplied equals quantity demarId.

c. quantity supplied exceeds qu4ptity demanad.

'd. quantity demanded exceeds quantity supplied.

38

34. When' a shortage exists in a free market, we can ronclude ,

a. that the current pride is higher than the 'equilibrium price.

b. that the current price is lower than the` equilibrium price.

1c. that the current price is equal to the,equilibeium vice.

nothing about the Lurrent price and its relation to the eqUilibridm price.

35. While levels of each of the following vary according to prevailing supply
and demand conditions, 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 frequently used in discussions centering of the
exchange of goods is 1

.a. 'wage.
,

4, price.

c. rent.

d. interest.

36,. The term `"'market structure" refers to-

k., the number and arrangement of buildings used by the indiyidual firm.

b. the administrative,chain oflauthority, within a given business.

c. the degree of competition -artiong producers in a given market.

the entire scaling"oreconomic instituti*nfrom small credit

organizations, to large regional banks, and, finally, culminating id the
. ,,.

,.. Federal Reserve,System. 1

7
,
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37. If a.given market were characterized by a large number of sellers, no
barriers to the entry of new firms, no collusion among producers, and
limited governmental intervention, then, in all likelihood, this market
would be . 40

a, a monopolistic-Market.

,b. an oligopolistic market.

c. a competitive market.

d. a cartel.

38.' An economic system most clearly is concerned'with questions related to

a:: society's material wants.

b, society's transcendental wants.

c. sociaTs non-material wants.
.

d. society's spiritual Wants. ,

39. Freedom of enterprise refers to all of the following except:

a. businesses' freedom to acquire(resources they desire and for which
they are able to pay. ,

.
.

b., businesses' freedom to
1

secike governmental regulation of "unfair"
competition.

c. businesses' freedom to produce any product and offer it for sale'at
any price they desire.

.

d. bu°sinesses' freedom to invest in any way they please.

'40. Freedom of indivfdual choice refers to all Of the following except:
.

a. individuals' freedoM to
,

accept any job'subjectonly to he limitations
of their abilities.

-0
-,

.

b. individuals' freedom to quit any job.
3,

',-
c. individuals' freedom touse their own tNsources sUbject.to no

restraints whatever.

cf individuals" freedom to buy apy goods subject only to constraints of
their own budgets. L. ,

, . ,...

. ,

4i. The concept' of '2technical,efficiency" refers to which'of the followrig?
,

a. dfStributing large numbers of goOds' to promote the ihi§hestsocial
good in accordance with regulations of the government that set prices :low.

' - °
b. alloCating resources t6 addeve the maximumhpbssi)le !,'output" foriedoh°

S.

unit of ?input.",

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

d. allocating resources in such a way that the total value of goods is
regulated by a central planning authority.

48



42. Discussions centering. on the concept "equity"-often lack clarity because .

a. the formula for computing this arttlimetiC-concept is complex.-

b. the defining characteristics of the concept are not universally,
agreed upon.

the,concept repreents an unworthy social goal.

d. the, concept is frequently confused with hequjne."

43 "Economic stability" commonly refers t oth

a. prices and deMhd.

b. employment and wages,.

c. prices and employment.

employment and demand.

44. Economic growth resultsyihen,there is an increase in

a. total nominal dollar wages paid to workers.

b. total nominaT dollar value of products produced.

c. per capita output of the evnomy in "real" dollars.

d. total-face value of money in'circulatjon.

45: In the "Ideal" -free enterprise economy, the primary role of government is to

a. assure full employment.

b. serve as a "rule maker," protect individual freedom ancproperty
rights,and preserve competition.

c. use fiscal and monetary policy to ensure that neither undesirable
inflation 'nor undesirable deflation occurs:

d. assure economic stability through centralized economic planning.

46. Free enterprise advocates a limited.role for governmettt in the economy so as to '-

a. protect individual freedom.
. .

b. guarantee price stability.

c. equalize distribution of goods produced.
, .

er. assure increases in
1

per capitaeconomic output through federal planning.

47. Governmental policies and programs-such as the fec(eral minimum Wage, -
,

t

food stamps, social security, and Medicare represent attempts to
,

,,,, .

i

4 1' - a. -'assui-9 "real",economic,growth. 1! .,
1

. .

b. make the distribution 'of income MOre eqUali.

p

c. 'achieve stabiliiation of prices.

d. 'promote' efficiency.
.f

o S



484 "Externalities" refer to

IMP

a. kith costs and benefits of production not registered .ifrthe market place.

46., costs 'firm pdy for materials in adction to those incurred for raw
. materials.

c: -cost factors associated with resource location as-opposed.to resource
transformation.

-d, regulatory acti/ities 'of federal agehcies.

49.. The free enterprise system automatically encourages

. a. technical efficiency but not economic efficiency.

b. technical efficieny and economic efficiency.

.c.° economic efficiency but not technical efficiency.

d. economic inelliciency.

50. Becaise ofexternalities," the free Flarkt system

a. may not'achievethe optimum level of plOduction ofpublic or
social goods.

,

b. never overproduces, any commodities.
. .

,c. .each household receives an' equal allocation of.resources,
.

,

d. it-is necessary to await governmental deeisions to identify items in
.

short supply:

:51. If efficiency can be achieved only through large scale production, one .

consequence may be\,
...,

a. a tendency for competition to increase because a ;arger number of firms .* .

are likely to go into- production.,
. _.-.

, . .

,...,-

b. 8 tendency for a smaller total number of firm's each to acquires ,,

a smaller total percentage.ofmarket y : %.,,,,,,,,, ,7t, ii.
° . . , ,

c. a tendency for there totie:Iess competAionsamonllirms,and%/ '"..

greater market power for each. ,
...

...
N

. d, an elimination of g6vernmental interest° inin business ri4Upti:on(;C. .4
4.

. , . 4'
,'' e r .1% e.1/4

52. The government acts t6 put people to worOen PUbliCproject 'This'aion ..:'
A:4is an example of governmental attempts to promote ; 4if 0 ,z; ",...

r.,.0 : d: Nr . .

a economies of scale. ii 4 Alltift, '''

'
...

.
I

t,4 \ s'b: economic growth and stability.
: 4) 4

i..,. 1

c. technical efficiency.-

d. economic freedom.;

'53. National wealth is'a figure that represents
l''

a. an amount.

"b. a' rlate.

c. a combination of an amount and a rate.

d. neither an anount)nor- a rate. '

/

oz.
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54. Index numbers areused,to reflect

a. amounts, but not rates.,

,t?. rates, but rmt amounts. -

c. neither rates nor amounts.

d. both rates and amounts.

55. Inflation is expressec as
.

a. an' amount.

. b. a rate.'

c. a combination'61-an amount ancra rate'.

d. neither an amount nor a rate.

4

'56.. In economics, the 'real" value Of an item refers to

a. its intrinsic value in'terms' of its worth in exchange for another item.
,

b. the numerical value that .ha's been attached to the item.

c. what the government says the .temis worth now.'
,

d. what the government say the item was worth when it Was ,firs,f produced.

57. In economics,-the "nominal" due of an item refers to

the numerical-value (perhaps the pricein doilars).attached to the item.

b. an unchanging intr.insic value attached the item.
.

c. the name or nominum givento the item.

d: the fixed value attached to each unit of an item that remains -

unchanged over time.

8. ;When individuals complain that, though their wages have increased, they
still-are hot "getting ahead;" they may.well have experiened

. a. an increase in "nominal" wages, but not in "rear:wages:

b. an increase in "real" wages; but notjin "nominal" wages.
.

c. anincrease in both' "real" wages and' in "nomiel" wages.

d.. an increase in'neither "real" wages nor in "nominal" waves.

ti

59. The "nominal" value of all final goods and services produced -i1 one ,yearn'
measured in terms of current prices is referred to as the

'a. money net national product,

'b.'. money national income.

c. money'gross pirsonalsincome.

d. money gross national product.

51.
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60. The."labor force" includes ,
,

'a. thblp 16 and older who are able to' work. )
/ ...

b. those 16 and.older who are willing to,work.
.

. C. tho$e 16 and older willing
.

and able to work. .

d. those 16 and older who are currently working.

1

.
6 . Both "unemployment" and "full employment" are expressed 's percentages of

a. the tota,rpopdlation. . .

b. those people presently- ployed.
6

c, the laboforce. '
, , 1.

,. ,

d: all people 16 and older.

,62. "'Net National ProduCt'js defined.as . ,

a. Gross NationaV Product minus depreciation.
.

.,.

b. Gross National Product plus depreciatOn.

c. National Income minds' depreciation.

d. Natiorial Income plus depreciation.

4 ,
63. "Real" Gross Na'tional Product is

.

..

a. National Income adjusted for current prices.

`43

b. money Gross National Product,adjusted for changes in prices.

c. Net National Product divided 6y the inflation rate.

d. Personal Income adjusted for inflation.

64. ..Personal .Income tends to be

a. th'e same '94ze as disposable income,.

b. ,` larger than dispoable income.

c. smaller than disposable income.

- d.' larger than National IncOme.

65. A retired army man may rective free medical attention on army posts. Th,is-

'is an example of , ,

-

a. nqminal. income.
i .

.

b: non-money income or income "in kind.':

) .
C. monetary income.

d. disposable dollar income.'

66. The "purchasing power:" of the,dollar
v

a.7 goes down as prices go down,

b.' goes up as priCesgo up.

c. .gdes down as prices go up.,

d.' is unrelated to the price level.
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67. From the end of World War 14 fo 1976, the average annual rate of price
infLition was in the range of?.

Aa. .6'to 2%.'

b. 2 to 4%.

c. 4 to 6%

d. 6 to 8%.

68. From 1965 to 1976, the average annual rate of price inflation was in the
;range of

a. 0 to 2%.

b. 2: to 4%;

C. 4 to 6%.

d. 6 to 8%.

69. From 1971 to 1976, the average annual rate of price inflation was in
the range of

a. 0 to 2%.

'b. 2 to 4%.

c. 4 to 6%.

d. 6 to 8%.

/0. In the nattion. of EconOmia, workers wages increased 19% in 1975 and 15%
in 1976. Inflation'rates were 5 %-.in 1975 and 20% in 1976. Given these
figures, It is reasonable to conclude that

a. there was a-greater ga'in in "real" wages in 1.976,than'in 1975.

b. there was a greater gain in "real" wages in 1975 than in 1976. -

c. there, was a grAter gain iri "nominal" wages in 1975 than in 1'976.'

d. there was equal gains in "nominal" wages in 1975 and 1976.,

71. MabellSmit
home with h
engineering

trained as a teacher, now is Tarried and chooses to stay
r two pre-sohbol.children. Ronald Allenis a 21 year-old
student'whoro this fall, is taking a full load of courses

at a state university. James Johnson has graduated from college and,Ils
looking for a position in his major field4,accounting. '

Which of these individuals is (are) Part of .the,"1a0or force?"'

a. all three

,.b. Mabel Smith and James Johnson '

c( James Johnson

d. Ronald Allen

72: The stronger the property rights 'ire,

a. the greater the Ower of government.

b. the more limited the power of government:

more centralized the economy.

CI:- the mare reguleated.is
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73. Basic to the principle of "right to property" are individuals' rights to

.a. decide the use of property andoto transfer :rights of property.

.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 property rights of others.

74. Private property rights

a. result iowners lacking incentives to conserve on resource'dse.

b. result in owners having incentives to conserve on resource use.

c. result in ownersexploiting resources irresponsibly.'-

d. prompt owners to utilize scarce resources quickly to take advantage-
of high prices.

. =, -= . , .:

75. Poorly specifiedie poOr)Y policediroperty rights
. -

a. have little impact on th e:ability of the market system to allocate
resourde. ,

.,

,1). 'tmake more:efficientthe Allocation of resources through the

7 12Peration of the market system.
t . .

. .

.

c. Must be expected because freeenterpriSe economists seek a total
absence of A role for government even in the area of protecting
property rights. .

.

d.-Weaken the effectiveness of the market system in allocating
resources efficiently...

. .
. . ,"

76r A good is scarce Moen

1

a. the total Supply'available_in a given year is much reduced from
the total supply available during the previous year..1,

.

b. there is.not en ugh available for an individual to havealt-h
wants without sacrificing something else he wants,

c. the`goverhment includes it on the,official "scarce commodities"

d: it can be had in desired quantities with no sacrifice sot other
desired goods. ,

77. Anything that is scarce'must be'

a. in short total supply.

b. rationed.

c. very popular. .

d. very expensive.

54
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78. Competition, a condition that is not unique to the free enterprise,
system, results' ecause of

a: natural combativeness of human beings.'

b. a natural law mandating_edualdibUtion of resources.,

c. scarcity in a multi-person world.

d. needs'for competitive affiliation-.
A

" 79. An,"effectpe want" 1s charkterized by

a, a simple verbalized expression odesire for a given item:

b. a willingness to commit resources to satisfy a'deiire for given item.
t<

c. a desire,for a useful item.

dr. a desire for algiVen item that, in turn, can satisfy other wants.

46

80. Demand measures only,

a. effective wants.

b. .descriptive wants.

c. parsimonious. wants.

d. presoriptive wants.- A
. ,

,81. Analyses of changes in price during Movement from one market equilibrium
to another resulting forgfl'a change)44,demand assumes that

a, Net National Product always exceeds Gross National Product.

b. all other things are equal.

c. inflation assures growth'in "real" purchasing power.

d. results will always reflea-eccindiii-c- growth.

.

is

,82. Competition,results in-all of the following except:

( a. diffusing buyers and sellers so that the actions of no single
individual will.signifitantlyinfluence the price of a 'product.

/e' b. dispersing'economic.Powe'r.

c: assuring that wants of each individual willbemet.

d. preventing individuals from manipulating the market.

83. There -is a seldom-occurring\compound in nature known as dermatorah It has
no known use. The total d supply is estimated to be ,less than two

, 4
w

metric tons.,

,In 1961, a little-known an Fr
recorded a song entitled Pinea
prized collectors iteM much in favor'

.of The Dolef61 Peanut &utter. Only one thou
.-were,released.i

,

ich of the'following.statements accurately describes the scarcity of
forum and. of the recording of Pine..1e nache?

1

cisco-rock ,grouP,The Doleful Peanut Butter,
e P _..144,s_song has becomea highly.

he hundreds of thousa of fans
nd copies of Pine pple Panache

,

I
rt...,
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a. Both dermatbrum and the Pineapple Panache record are scarce.

bt Only'ih dermatorum is 'scarce,

c. Only thefineappie Panache record is scarce.

47

d. Neither the dermatorum nor the Pineapple Panache record is scarce.

84. A rock musician makes, $16,000 fbr a single appearance. A Co-liege

professor makes $16,000 for a year's work. The difference between the
priCe-oflabor,of these two indiliduals reflects 'y r:I., , .

.,.0, 4, r
a. a considerWon of the principle of equity that assures that each

gets paid at the same ,rate., ,
, .

1

'b. a difference in market supply and demand' irelationships for each service.'
. .

'' .

.

c.., governmental wage intervention in suuort of the-musical arts.

d.
s .

a wagelIi.ucture stemming from centralized planning .4 .
.--

O

)

85. In economics the "law of demand" .

a. sqs.that.the power of demand exceeds that of supply in determining
market prices.

b. -says tiaat'sfprice increasers the quantitylaemanded increases and
vice versa. :- /

c, says that alprice ip-creiset the quantity demanded decreases
and vice versa.

. .

d. says that profits are controlled by prodqt demand.

Answer Questions 85. and 87 on basis o) the following diagram.

-4r,

a

r
\ wS

k L

! r4

,"" 1 1

132'''' --I %1
DI. t. 1. '

k.,_ ,\
0 42

-.Q1 Q1 Q. A.

86. If there is a "surplus" in this market, then a price such as
.,

1. 131

.x

)

.,

6. ,P2 .

,

sz,

c..., P
3

d.- cannot be determihed-9
.-

f

87. The "equilibrium: quantity in thi's market is .t.1

f I
.t. a .,. ..Oa

a. .Q1 b. . Q2

d. canny be determined'

I.

""
5G
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. Based on the
-

, 3

1

.

following table the, equi ibrium price in this market is:
1 -

) ,
- ,

. Quantity Qudnt4ty
Price Depamded Supplied
;.$1 ,:±. 10 1 . 50

2 1 '() i '40

3 , 30 i 30

4 40 20 .

.

a. $1 ti. $21
.

,

'c. $3 . 0: $4

1 .

8a, In a cgmpetitive labor, market for elevator operators, assume an equilibrium
wage rate.of U.0.0 per hour. If tomorrow the government sets a minimum .

wage of $2.56-per.bour, we shoUld expect;
...

a..
,

the wage rate to rise to $2-,50.and the number of-peopleemployed.N,

1 at elevator operators to Ihirease.
111;'

b. ,the wage rate to rise to'$2.50 an4 the number of peopleemployed at
. % .

'elevator operators to decrease: "47 '
V .

the wage rate to rite to $2.50 and'the number of people employed as
elevator operators to remain unchanged. ' ' .

.

. .,

48

d. the wage rate to rise to $2.50,'the number,of people wanting to work
as elevator operators-to rise,.but the number of people actually
,eTployedlas elevator'operato s to decline.. .

. .-1' . , . . .

14nswer questions 0 through 93 on the basis of the following diagram ofdemand
.and supply in a c mpetiti'vemrket for product X. C

. ...

#

,
,,. S,:i - . ..-

-,-'.

,r :- Voi 1, N , ,
,

p.,:........

.......... , , --`I A

1

. j N I 0
.

,

.....
, -

- 7--.-cvi_ ,..

.'141- Q2 Q0
,..

... I.. c ., - .

v
90)A movement s f Onply from S 'to'S

.

viOtrld reflect all of the following except:
,

. 0 .4a 1

a. an increase'in the cost of the prod,uCi%on of. X. . v,
an increase in the tax' ojt units 'of sold/

... .t.
b.

,,..

c. a
\

llflood which part of -'the 1.andion whiCwhich. X is producedi'
I .

.

d. the discovery of a newand more efficient4echnique for production of.X:
.

, e

,

.

.... % :
..

.

0","

.7
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91.. If Demand shifted froM D6 to D1 while supply remained at We we can

say that:

a. The demand for X has increased and the market price will rise to PD

b. The'demand for X has decreaSed and-the price and qgantity of X
sold will decrease

The demand fOr X,has decreased and the price and quantity of X-sold'
will increase.

d. The demand fbr X has increased and the price and quantity of X sold
- will increase.

.

92. If .demand for X) shifts from D to `D1 as a' result. of an increase ,in the
pdcg-of product Y, we can cohclude4that:

a. X and Y are independent goods.

b. X and Y are complimentary goods.

c. X and Y aresubstitute goods.

d. X,is an inferior an is a normal goods.

93. A shift in demand .DD to'T
1

might be caused b,y:

a. an -Increase in the price of substitute product Y.

b. a decline in the price of X.

.c. a decrease in.incOme if X is an inferior good.

di. an increase in money incomes i'fX is a normal good.

94. if'two goods are compliments, such as bger.and pizza, bread and, butter,
etc., we should expect the rise in the Oice ofrzione.of these goods to:

.$.hiftAhe,sgpply curve of the other to the

b . shift the supply .curve of the other to the left.

c.'. shift the demafid -curve of the'othey to the right..

d. 4shift,the_demandcui.ve of-the otter to-thelpft.
. ,)

:-

95. The "Price elasticity of demand" measures: ,
r

a. the extent to whidh business can stretch itS.re4ources.,
4 . ..

b. the degree of both concentration and competition ill a, market. .

,

.c. the &tent to which price changes as incomes change. ,
-..: It .

'd. the dagi-ee to" which quantity demanded changes in response to a change'
in price. -

b.
. ' io*

96. All Of the foilowing'except,one will tend to indrease the price:,elasticity
of demand. ( ,

.,,. . .

a. 'X is a "luxury" type good. .'
,

,

,
b. therd'ard few good substitutes-fdr-X. .

.

c. the price ofX represents a large part of the, average family's income.

.d. X is a "durabl " good.



97. The overall level of. reel wages in the United,States is basically.
deperident upon .

, a. the level of productivity of the economy.

O. the minimum wage rate...

c. the rate of infation:

extent to which the'government regulates the rate of prices and
technological,grogress°.

'98. An income it/ is,progressive if:

-a. the tai' rate varies inversely with income.

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

c. the percentage of income paid as taxes is the,=sAme regardlesi of the
size of income.

d. the absolute amount paid as taxes varies directly with.income.
. 7

99. In the United StAtes it is estimated that:

t

a. labor resources account for about 83 percent ,And all other resources
for about 17 percent of national income.

b. labor resources account for about 50-percent and alibi other resources
for Abut 50 percent of national income.

cl 'labor resources account for about 95percent and all other resources ,2

for abou' 5 percent of national income.

d. labOr resources account forribout 25 percent and all other-fesources
-. for'about 75Jiercent of national income.

.)00,. Curing:the 1947-1976 period Manufacturing profits (after fritome faxes) -

expessed as a percent of stockficilderstquity has averaged approximately:
) ,

a. 4 percen \,.
,

,

4

-:, , --b. .8,percen

, c. 12 percent

d. 20 percent

e. 33 percent . v
1 .. .

,

, 101:. 197.6 per capita disposable (after taxes) income in the'United States was
approximately' , . '

tr

a. $2800:

b.. $3,00

c:

d. '$5500 :

3t $7100"

t 59
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102. The maximum marginal tax rate on "earned" personal income currently is:

a. 35 percent

b. 40 percent_

c'. -50 percent

d: -70, percent

e. 90' percent

51

103. In 1972 the t 2'5*percent of U.S. families (ranked according to earned
Income) received ? percent of total personal income earned by
all families.

. a. 5 percent

;b. 16 percent

c. 24,percent

d. 35 0i-tent

+104. In 1975, high school graduates as a percent of persons 18 years. old was:
,

a. 45 ,percent E'

b. 60 percent

c. 75 percent

d. 85 percent .

105. _Which of the following is numerically' the dominant type of business in
the United States?

a. cooperativeg

b.' partnerships

c. proprietorships,
1

d. -corporgi.ons.

1.
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Question Answer Question

KEY:

Answer Question

,! A 51 .1 . C 101 \
B 52 B . 102
-C ' 53 A 103,,

/4 D 54 D 104
'5 C 55' B 105
,6 B 56 A .

7 B 57 A
78 B .. 58 A
9 -B e. 59 - C

10 B 50 C
11 D 6,1 C

`12 B 62 A
13 A' 63 B

14 .D '' 64 ''' B.

15 C i. ,..../ .65 13,

16 A 66 k A
17 B 67 B.

18 B 68 4. C. .

19 C 69 D

20 C 70 B

21 A 71 C

. 22 C 72 ' B
23 B .73 A
24 b- 74 B

- 26 A 76 13
27 0 77 8-

28 B 78, C

29 ) B 79 B

30 A A 8Q A
31 C ar 81 B,
32 . C 82 C

33 C 83 C

-34 / B 84 c

35 B 85

.
37

,-C

C

86

87

1).36

38
*

A 88 B

39 v B 89 D
40 C 90 D

Al B 91 B
42 B. 9 92'., B . .1:.

43 C 93 , A-

. 44- C 94 D

45, B 95 D;

46 A 96 B

.47_ B / 97 A
48, 'A . 98 B

49 B 99 . A .

50 , A , 100 C

Answer,

. D

C

B

C

C ,_24,
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APPENDIX'C

A Matrix of Proposed rhavioral Objectives,
Major Topics and Cohcepts, and Test Item Numbers

From a Developmenital Version of a Test for a Program
In Free Enterprise Education Consistent with the Intent of

,Texas.Nouse Bill 1118
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TOPICS

.BEHAVIORAL

'OBJECTIVES

MAJOR,
-1 CONCEPTS

:`TEST

ITEM
NUMBERS

i .. 'L
A MATRIX OE PROPOSED BEHAVIORWOBJECTIVeS,

MAJOR TOPICS AND CONCEPTS, ANp TEST ITEM NUMBERS'

FROM A DEVELOPMENTAL VERSION OFA TEST FORA PROGRAM
IN FREE ENTERPRISE EDUCATION CONSISTENT WITH THE INTENTOF
t TEXAS HOUSE BILL 1118,

The'Ecanomic Problem
'

.
.

Free Enterprise and the
,

.

Economic Problem,

1/. ,

Each student/v/11'j point out central

fitatures,of the "economic problem."
1

Each student,will define and describe
relationships existing between the con-
cepts "scarcity" and "opportunity cost:"

.
.

'

---

/--.

°

.t.

.

.

,

.

.1
,

,
1

'Each student will describe-producer and

consumer incentives ina free-inarket
economy,

.

Each stvdent will describe the operation
of the "market mechanism."

Each student will identify effebtsof
profits and An a free market

.

economy. .

Each-student will point out the scope and
. function of, property rights Th a free
market economy.

.
. .

natural resources .

,human resources: .,

capital resources , /
scarcity .

%
choice -

-opporcunity costs-
"tade- offS --:

. ')

..-

.

. .

.
..-..

... .

-

-14,

.incentives .

producer incentives
consumer incentives

. market"pechanism ,

resource allocation
-0-ices::

.

'"oomgetition . -- -.. *,°
circular flow of income

/ profits aqd losses
.

'propertY rights
limited government.:

1, 2,, 2 6,. 2

.

37, ,ec .

--4;, , 8,, 9, 10,11-i.'12,-0,-142 ---!,

34, 35, 36; 38,,,42f,i ,
.

- .

. .

64.
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TOPICS

*

BEHAVIORAL
OBJECTIVES

MAJOR
CONCEPTS

TEST'

ITEM
. NUMBERS

1

Supply, Demand, Markets
,

.
.

Evaluation,o the Free
---'and Prices 1 Enterprise System

Each student will define the concepts
"-supply" and "demand" and describe
how changing relationships' between
supply and demand 'affect prices.

Each stftent will describe the role
of prices in a free market economy.

Each student will describe varia-
bles that go together to defjoe a
"market structure,"

t,

Each student will compare and contrast
economic vstems.in terms of their
allocative effi.ciancji:"---

. 4
Each studexit will explain how'alterna-

tixe priorities among goaTa of society
- may affect the nature of a given eco- :

Romic system. _ ,

.!:,

Each student will evaluate the impact of
governmental intervention in the privdte

.

sector. ' --

.

market ., .

supply and demand
'shortage
surplus : .

.
'market structure. .

"other things being equal"

.

,

'' goals of society
system perfor:mance, _
allocative efficiency'
role of government '

externalities .

,

.

-
,-. ,

15, 16,

,

17, 39, 4o, 41,
44, 45;46, 47, 50. i

1
. ,

.

, , ,

18, 19, 20; 21., 22, 3, .

.

24, 25, 26, 27, 49

Si. I

tr
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TOPICS

BEHAVIORAL
OBJECTIVES

MAJOR
, CONCEPTS

TEST ITE
NUMBERS

0

1

. .
. Economic Performance: 4 ,

Measures and Dimensions
. , .

.

Each student will define the concept
"labor forc," "full emplOyment," and
"unemployment. "

Each student will identify and describe ,' measures of economic ,performance including
"gross national product" and net national
product." .

,,,

.. ..

Each student will name selected' data sources
where information,e1 ad ng to' me sures of

. economic performance can be foun .,

Each student will identify,-level S o recent
rates of infiation. and will describe the .

impact of both inflation and deflation on
prices and purchasing power.

. ,

Each student will define and ,differen late
among the concepts "amount.," ',irate," yde-x

'number," "real value," and Pnominal -f,value."

,
.

.

°. - --,
a.

(
,

amounts, rates index numbers *

real values, nominal values, prQduction,.
emplOymeht, income, prices, Labor, force,
gross national product, net national Tro--
duct, income distribution

, .

, . 4

1. 28 ,*29 , -30 , 31 , 32' , .33; 48
.. .
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TEST OF FREE ENTERPRISE UNOERSTAPDINA
) .-

"(6eve-T370ental Version)

. 58 $

'1-
/

.
1, ds produce by man's past efforts-that are available to,prodUce

att). gobds fin the future are known.as

a. trust accumubatiorl-loods% .

, capital- goods_

-e2:assessed goods

/'- d:, competitive goods,

S

l'":,----t----------II°------:L-
.

2.-$.ince wants exceed available resource,:people, in deciding how
to use:these resources arel forced-to

--- ,,,, 4 4
4--_._ ' 0..

4 a. abandon -thetc-wants.,___

b. call on the government.

.

c. make choices. ±
_I

d. call in their margins; .

...
. ,

.

1 . i .

. a

3. When a decision is made..to use a scarce lource in-a certain
.

way, somethinig is given,up:, The term that is used to describe

what has been giyen up i$ . :-

a. marginal resource. f .
,

b. opportaity-cost. ,

.

. c, dchotomous expene
, s

d.' utility decline point. ,

:

-9

- -4. Which Of the followingistatements most accurately describes the
effect of individual economic inceaiies-on consuther behavior?

a. Conslimers seduce their desires to obtain total satisfaction
and accept the limited amount of goods they canafford,

b. Consumers allpcate thefr limited incomes to maximize their-

.:total sat4sfaction4

c. Consumers increase their savings and refuse to buy goads
N

o

I
beyond those-the; need for physical'survival.

d. Individual consumers adjust their'desires S that they
he same level as those of every1,90er consumA-

in the tocie y.

..

4

5. In the American economy, the most ortantmotivating force

behilp economic behavior is
0

a.- qpvernmental action.

lb. individual economic incen ves.
.

c. collective incentives.

d. central planning. ,

, 69`'

eo



- .

59'

.1

6 Which of the following statements is most consistent with,the definition
of "opriortunity cost?"

a. The cost of opportunitieS parallels shfits in negative demaild curie
ratios.

bhe ,cost of any act chosen is equal ta the cost "of any other act:
given'up as a result of that choice.

c. Costs reflect entry-level surcharges that occur when businesses
are first opened. '

d: Costs refledi philogenous variables, whereas prices reflect protogemos ,

variables.

.7' Costs

a.- are always measured in terms of money.

b. may include things other than monetary costs.

c. never include monetary considerations. .

d. always exceed residuals.
,

8. Producers are encouraged to use productive resources.efficiently .

becabse of

a. consumerism.

b. egalitarianism.

c. competition.

.,
d. government regulation.

.... /
9. Thy' conflict of interests belween consumers and producers is reconciled

09 the . .
.--:_.-

, 4

a. Federal Reserve System.

b. fiscal policies of the government.

c. market mechanism.

d. rulings of judicial economic arbiters.

ld In a'competitive market, adjustments in prices, se ve to

a. allocate resources towa ,uses most highly valued by society.

b. allocate resources inefficientTy
-..

.

c. decrease competition.
,

,

.

.
d. , create severe misalignments betwedn demandt.for goods and suppltes .

of goads.
\

.

11 The principal resource allocation\Ttem of a free enterprise economy it
f (

,

a. monetary polity'.:

b, fisda policy.

c. markets and prices.

d. regulatory mandates.

tr&:.
7 00'

3.



1,1

e

16

'12. in one directi , the is*.a.cirAplar4flow of mbney from4Arsiness to
households in t e form of fricome,(salaries) and from households to
business in the form, of oney spent- for. goods and services. There
is also a flew nthe 'op %lite Orection/consik-tag of

q , l
a. 'productive r sources end-finishedgppds:, .

..,..,,.%

b. business income and finiihesfgoods.

c. Oroductivere ources_and -public expenditures.,.
j . .

d. ..bu'siness into e and_productive.resources.
,

13 Which one of the f llowing pairs' of characteristics is most*closelx
associated with a ree'enterftise economy?

a. central plannin! / corfcer fon-equiti. ,

! .,.

b. rights to priva e property/ belietin limiting goyernmental
1, action in the, e onomic sphere. .

.

c. utilizing fisql policy to prevent high unemployment/belief in

enlarging govern ental actibn in' the economic sphere.
. ,

.,

d.' tradltiOn-mandate consumer decision-making/ concern or stability.

14'. Business losSes are s gnals from consumers that are--141kely to result
in ,

,
-

, a.' an increase in pr duCtion.

b. a decrease in prod ction. , ,

c. no change improdu tion,

d. employment of addi iorial.Norkers.

15. Which of the following best describes the term "market" as it is
used by economists?. ''

a. a place where stock ,'-and bonds are traded in Newiyork.

-!

,

b. a place where liqdi assets, particularly'eash ncrdemand
'deposits, are ,held escrow: ,. .

. . c. a mechanism which f cilitates exchange among buyers.and sellers
of goodS;:Services, and productive.resources.

*4000

d. a building where re oilers and purchasers come'togethpr, for
the'purposes of resources exchange.

16. The totals of all. indiv dual decisions to buy or sell in a-market
can be repreSented by .

a. inddpendently elast c volume curves.'

b. discouh(arid redisc unt.

c. schedules of supply and demand,
I.

:
4 /

d. margin costs and ma 'imal utility /ratios. .

' .

7,1

It
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,

, .

1/. Wien a shortage exists in a free market', we can conclude
... ,

. ..

.a.,,,thatthe Current price is-hlber,than_theeqUilibrium price.

b.' that the current pi-ice .is lower than the equilibriueprice.

c. that the current price is equal to the equilibrium price.

d. - nothing about the current price and its relation to the
equilibrium price.

r

18. Freedom of-enterprise refers to all ofthe following excer--

a. businesses' freedom to .cquireresourCes they desire and for
,4'

which the are able to pay.

b. businesse " freedom to secure governmental regulation of "unfair";
cometition.

.

c. businesses' freedom to produce any product and offer it for sale
at any price they desire.

businesses' freedont to invest in any way they please.

19. Freedom of individual choice refers to.all of the following except:

a: individuals''freedom to accept any job subject only .to the
limitations of their abilities.

-44

E. individuals' freedom touit any job,

c. individuals freedom to use their own resources subject to no ,

restraints whatever.
4

d. °individuals' freedom to buy any goods subject only to.cohstraints
of their.own budgets.

20.. The concept of "technical efficiency" retbrs lo which of the following?

a. distributing large numbers of.goods to promote the highest
social good in accordance with regulations'of the .government
that set prices loci

b. _allocating resources to achieve the maximum poskible "output"
for each unit of "input."

c., using large numbed of moderately paid workers A produce goods'
rather than small. numbers of highly paid workes.' '

d. allocating resources in such a way,that the total value of goods
is regulated "by a central planning'authority.

al. "Econoniic. stability" commonly refers to both.

a. -prices and demand.

b. employMent and wages.

c. prices and employment: '

d. employment and demand. .
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22. Economic growth results when there is an increase in
. .

- a. total nominal 'dollar wages paid.to workers.

b. total nominal dollar value of Products produced.

. per capitaoutput of the economy in "real" dollarS.

d: tOtal face value of money in circulation.

23. Free enterprise advocates a limited role for government in t*
economy sp as to

a. protect individual freedom.

bit:. guarantee price stability.
&.

c. equalize distribution of goods produced.

d. assure increases in per capita economic output through federal
planning.

24. "Externalities" refer to

a. ,both costs and benefits of production not registered the market
plate.

b. costs firms pay fbr materials in addition to thoSe incurred for
raw-materials.

c. cost fact-6)-S associated with resource location as opposed to
resource transformation, ro

d. regulatory activities of federal'agencies.

25. The free enterprise system automatically encourages
-

ft a.technital efficiency, but not economic effitiency.
0

technical. efficiency and economic efficiency.

c:'.,- economic efficiency, but not technica) efficiency.

d. economic inefficiency.

26. Vcause of "externalities," the,free market.system,,

may not achieve the optimum level of- production-of public
or social goods.

b. never overproduces any commodities..

c. assures that each household receives an equal allocation of .:

resources. :
,...

d., 'depends on the government to .identify items in short supply.

27. If fficiency tan to achieved only through large scale production,
one consequence may be

a. a tendency for competition to increase because more firms are
TAkely to go into production.

b a tendency for a smaller total number of firms- each to acquire
, a-sMaller total percentage of market power.

73
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C. a tendency for there to be less competition among.firms and
. Veater market power for each.

d. 'an elimoination of governmental interest in buSiness regulation.

2a. Inflation is expressed as
.

a. arr'amount'.

a rate.-

c. a combination of an amount and a rate.

d.

__,___
neither an amount hor a rate.*

In economics, the "real" value of an- item refers to t

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 item is worth now.

d. .what the government says the 'item was worth when it was first- i
produced.

30. In economics, the "nominal!' value of an item refers to

a. the numerical value (perhaps the price in dollars) attached ,

to the item.
, .

b. an unchanging instrinsic .value attached to the item.

c. the name or nominum given to the item.

d. the fixed value attached to each unit of an item thW remains
unchanged overtime..

31. The "labor force" includes

a.
.

those 16 and older whl are able to work.

brr, those .16 and Solder who are ,willing to work.

c. .those 16 and oldef- who are willing and able to work.

d.' those 16 and older who are currently working.

3a. "Net National Product" is defined as

.a. Gross NationalProduct minus depreciation.' ,

t

b. Gross National Arduct-plus depredation'.

NatiOnalInComeiminus depreciation.

d.'. National Income plps depredation. ,

3i, Mabel Smith, trained as a teather, now is Irrie'd and chooseS to stay
' home with her two pre-school children. Ronald Allen,.a 21 year-old

erlineering student, this' fall is taking a full load of course's at
the state university: James Johnson leas graduated from college and
is looking 1a position in his major field, accounting.

74) fs
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Which of these individuals, -is (are) part of the "labor force"?

41... all three

b. Mabel SmithtandJames Johnson.

c. James Johnson. -

d. 'Ronald 'Allen.

34. The stronger the prdperty rightsare,

a. the,greater.the.power,of.government.

b. the more limited the power of government.

c. the Tore-centralized the economy. 1

d. the,more regulated is business.

35. Basic to the principle of "right to property" are individuals rights to,
/

,

a. decide the use of On0erty 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 property righes'of others.
),1

36.. Private propetty rights
_

.

, a. result 4rowners lacking incentives to conserve on resource,use. ,

AW
b. result OR oAliers having incentives to conserve on resource use.

c. relult in .owners exploiting resources irrespoTibly.- .

I- d. prompt owners to utilize scarce resources quiCklytcl take'
advantage of highprices. A,.. .

4,
t

or

,
'

37. A good is "scarce" when , .

4

a. the total supply available in a given year is much reduced from .
,

the total supply available during the previousiyear.: .

b. there is hot enough available for an individual to hpe all )1e .s.

Ants without sacrifictngsomething else he wants.,

c. the government includes iton the official "scarce commodities"
list, ,

V' .

, d. it -can-be hadln desired quantities with no secrifige'of other-,
.. .

desired 'goods.
.

N

38. Competition' a condition that is not dniqueto the free enterprise
.

° system, results because

a. natural combativeness of human beings.,

b. a natural law mandating equal distribution,oeSources.

c. scarcity in a multi-person world: .-

d. needsfor.competitive affiliation. .

.75
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'39. Ant want" is characterized by

a. a simple verbaliiedsexpresSion of desire for a giVen item.

b: a willingness to commit resources to satisfy a desire for a
given itek 1

c. a desire for a useful item.

4. a desire for a given item that, in turn, can satisfy other wants.

40. "Demand" measures only

a. effective wants.

4 b. descriptive wants.

c. parsimonious wants.

d. prescriptive wants.

41 Analyses of chariges in price movement from one Market equilibrium
to another resulting from a change in demand'assume that

a. New National Product always exceeds Gross National Product.

b.. all other things are equal.

c. inflation assures growth in :'real" purchasing power.

d. ,results will always reflect economic growth. .

42. Competition results. in all or the follow,ingexcept:

.a. diffusing buyers and, seller so that theactions of no single
indivIdual 'Will significantly influence the price of a Product..

b.. dispersing economic power, 4

c. assuring that wantsof each individual will be met.

d. preventing infividuals 'from manipulating Ole market.

43. There is a seldom occurring. compound in nature known as dermatorum.
It has no known use. The total world supply is est'imatecrto be less

than two metric tons.

_ allittle=known San Francisco rock group, The Doleful'
Peanut Butter, recorded a song entitledPineapple Panache. T song

has become--a ilighly prized collector's item that is much in favor
among the hunfteds of fans of The Doleful Peanut Butter. Only one

thousand copies of Pineapple Panache were released. .

Which of the following statements accurately describes the scarcity
of dermatoruMand of the Pineapple Panache recording?

a. Both dermatorum:aild the.Pineapple Pat-lathe record are carcol.

b. Only the dermatorum i scarce.

c., Only the Pin anache record is scarce.

d. Neither the dermatorum nor the - Pineapple Panache record is s 'rte.

O
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44. In economics,, the "Law of Deman0 says that

a.' the power of demand exceed .that of supply in determining!
maket prices.

b. as price increases, the quantity demanded increases and vice versa.

c. as price increases, the' quantity demanded decreites and vice versa.

d. profits are controlled exclu'sive4y by product demand.

45. In a'competitive labor market for elevator operators, assume an
equilibrium wage rate of $2.00 per hour. If tomorrow, the' government
sets a.minimum wage rate of $2'.50 perhour, we should expect

a. the wage rate to rise to $2.50-and the number of people employed
as elevator operators to increase.

b. the wage rate to rise tos$2.50 and the number df peop'Te employed
as elevator operatorsto be exactly equal to the number seeking
such jobs. A v,

c. the wage rate to rise to $2.50 and the number o.peppleemployed
as elevator operators to remain unchanged.

d. the wage rate to rise to $2.50, the number wanting to work as
elevator operators to rise, but the number actually so employed
td decline.

i46. The overall level of real wages in the United States is basically
.a function of

a. the level of productivity'in the economy

b. the minimum wage rate,

c. 11.: rate of inflation.

, d. the extent 'to%which the government regulates the rate of
price change and the extent of technological progress.

47. The term "market structure" refers to
A

V'
a. the number and arrangement of bui ings used by the individual

firm.

b.. the administrative chin of authority within a given bOsiness.

c., the.degree of competition among producers,in a given market..-

d. the entire'scaling of economic institutions from smafl credit
organizations, to'large regional banks, and, finally, to the
Federal ReserveSystem itself.

48. An income, tax is 'eprogressiie" if

a. the tax rate goes up as :income Toes down.
v.

b: :.the percentage of income paid as taxes increases as income increases.

c. the percentage of income paid as/taxes is the same regardless of
the size of income.

.

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

,

o-



'67

.
1

v .

t.

The' aximummarginal tax rate on "earned" personal income currently is
,

,, . ,

.. . a. ; 35 percept'. .

b. 40 percent.

c. 50.percent.
.,4-0...

:r'. d.: 70 percent%

.$1 -
.....

50. In the United States: the kind, of business arrangement that characterizes
the large,senumber of buSinesses is the

0

a cooper4ive.

b. paTtnership.

c. proprietorship.

d. corporation.

ti

t

S.

a

O

,
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KEY

. Test of Free.Enterprise Understanding
(Developmental Version)

ITEM CORRECT RESPONSE ITEM

26

27

28 -

9

CORRECT RESPONSE

,1

2

3

4

a

c

b

a

.

5 b. 30 a

. 6- 31

7 b 32 a

8 c 33

° 9 ,c 34 "b

10 a 35 a

11 36

1- a . 37' b

13 38A
14 bF 39 b .

15 40 a

16 41

17 42

18 43 , c

19. 44

20 45

21 4-6 a
I.

22 47

23 a 48 '
,24 a 49

25

O

-

1


