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INTRODUCTION

. Materials: packaged here include a deveiopmental version of a

50-item multiple choice test desigfied for use at the high school

level, a liSt of proposed behavioral objectives, and a listgf

tdloic titles and majorfdcus concepts designed for use

in high school free enterprise education courses being offered

in accordance with the Intent of Texas House Bill 1118. These

materials are provided in the.hope that they may prove useful
/.

to teachersgf free. enterprise education'in Texas and elseWhere.

,The sequence of materials included'is as follows:

Suggested Behavioral Objectives for Guiding
Students' Learning in Free Enterprise

Appendix A:

AppendiX B:

Appendix

Appendix D:

Appendix E:

Education.

A Selection of Major Topics and Concepts in
Free Enterprise Education

. 1

Relationship of Individual Test Items to Con-
Cepts in Free Enterprise Education

A Matrix of Proposed Behavioral Objectives, .

Major Topics and Concepts, and Test'Item
Numbers from .a Develorental Version of
a rest for a P-rogram'inFree Enterprise
Education Consistent with the Intent of ,

Texas House Bill 1118.

-A*DeVelopmental Version of a 50-Item Test in.
Free-Enterprise Educatign.(Includes Answer Key

MATERIALS DEVELOPMENT BANROUND

These materials developed as.part of a Texas A&M-University College

of Education Research grant entitled "Development ofBehavioral Objectives

and Test Items on 'Free Enterprise'. and AssessMent of 'Free Enterprise'

Training's Impact on Understandings of (1) Teachers taking the Training

and (2) Secondary Students in'those Teachers' Classes. This portion of

this two phase project was completed, between January and August 1977.

6 .



A

During June 1977, thirty-eight teachers from throughout

Texas attended the America EcbnoMy Institute on the campus of

Texas A&M.UniverSitY. The A ricanEconomy Institute provided

participarls with four weeks cf intensve training in,economits0,

as well as in instructional materiallidevelopment. Economics training,

accounting 'fbr about two- thirds of the.8aily three hours of classroom

instruction, was geared td providing participants with a background

in economics consistent with their neecita teach free enterprise edu-

cationo courses developedas a consequence of House Bill 1118. A.',

few participihts had some previoUs background in economics, but:most

came with vdry limited academic training in Ur area. Instruction
.

Was premised on the assumption that participants had little prior

formal training in this aref.
,- -

As preparation for the American Economy institute, there was

close cooperation'between John Allen, Director of thetAmerican

Economy Institute, David ArMstrong,:Director of the(- College of-Education

Research Project, and others involved'in the American Economy Institute.

These discussions resulted in theiformulation of a needs analysis of

potential teachers of free enterprise education having minimal academic

prepar4tion in 4e area. This needs analysis process led to a careful

foriulation,of topics for the American. Economy Institute thIt would

Parallel those.likely to.be cov.ered by a teaCher in secondary schools

responsible for the free enterprise education course. Once these

topics were identified, efforts turned to a consideration'of important

_concepts to be highlighted. The lisit,of concepts provided here represents

a distillation of this thinking. These concepts guided the instruction

in the American Economy Ins.titute and seem to have possibilities for

providing-fdd forfree enterprise education courses in TexaS Secondary'

7
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schools. Finally, sdiscussions(m4ed on to consider behavioral objectives

. that might prove suitable forlorienting-instruction and learning,in.free
. ,

., .

enterprise education. The list provided.here is 'essential* that which'
00

, .

Cf 0
'was

..

adopted to frre'instruCtion for. the American Etonomy Insti.tute. The 4

list, seems to hold promise-as well for use in secondary school coutses

in free enterprise educatiOn.

A test consisting of 105 mul tiple-choice items was developed -for

use by the 38 teacher - participants in the American Economy Institute.

-Test construction was guided by the list, of fdehtiiied behavioral

objectivesand major concepts. This instrument vas given twice-, once

as a pretest on the first-day of, instruction and once as a posttest

at the conclusion of the 'program.. Kuder-Richardson formula ,21 reliaOlityr

. on the pretest administretidn. was .9290 and on the postteSt administration

\
'was .8559. The somewhat Surprising reduction in the posttest reliability

'may have resulted from a "test fatigue" factor,' The posttest was given

/ after partitipant cbMp4ed another testinstrument-410 other test

was given along with the105-item instrument at the time of-th'e pisetest.

T-testS were run between pretest'and posttest scores. Posttest scores

exceeded prettst scores at a level-significant beypnd .01.

Item analyses .were conducted, following both iiretesting.and'

postesting. From this 105 test instrument, a smaller test of

-50 items was selected. 'This was accomplished by eliminating all

items that,'on both tests, revealed negative point-by-serial correlations

with total test scorei',.apd by rejecting,.when pbssible, items that, bn

both tests had point-by-serial correlations with total test scores

bilow the level of +.30 ed above +,85. A few items were included
kI

,

that violated these deCision rules beCausenf a desire to include

questions focusing on all major concepts. :In a very few instances,

an unbending adherence to the tem selection rule would have relulted,

,
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in some ajor' concepts be*Oguntiested.

rrangements have been made to use this.50-item test in classes

With approximately T,000 high school students enrolled throughout

Texoduring'the 1977-1978schOol;yea,r. will'providepone

specific information, regarding the reliability ofthis instrument with

secondary salool students. Surely there will have.to to some%revisions.
,

The test, .asT'rovidelhere, must be' recognized as strtaly ih a elopmental

_stage. ifterpretation of performance should be undertaken cauti usly. ;

In another year, a more definitive instrument, towfully,' will be,4vai.lable.

. But, even in its present state.of evolution-,Abe 50:ttem test may
1

have value. Very few presently-a6i14ble'tests'hake a specific

# focus on the free-en terprise component of the Americari.economic system._ -,
I.

GiVen this lack, this instrument may fill thq 'voidi*if only temporarly, .

" until a more completely researched version becomeS Available.

AVAILABILITY, OF THESE MATERIALS ..0

_ Limited quantities of these mateeials are available,, at no.charge,

; from the following:

k
David G. Armstrong-
EDCI

College of Educatiofl
texas A&M'University
College Station, 71 77843

or

.-

John Allen
Director ' . .

Center for Educatton.and Research in Free Enterprise
Texas A&M Universily .

.1. ,

' : College Station, TX 47843,

9
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SUGGESTED BEHAVIORAL-OBJECTIVES FOR GUIDING
4

I

STUDENTS' lEARNING'IN FREE ENTERPRISE tDUCATION

,,-
11 Each student.w il point put central features of the "economic

problem."'

2.
.
'Each studentvili define,and destribe relationships existing .

between the concepts "scarcity" and "opportunity cost."

.

3. Each student will describe, producer and consumer incentives in
.

a free m market economy. ,

'

4. Each student will the opera on of the "market mechanftm."
*.

5. Each student will identify effects of profits and To es in a.
free market economy.

.

6. Each student will point out the scope and functions Of property .

.rights in a free maet economy.

7. Each student will.def4ne the concepts "supply" and "demand" and ..

describe how changing Telationship0 between supply and demand
. affect prices,

-.

8. Each student will describe 'the role of prices in a free market
economy .",

I
,

4
- 9. Each studentwill describe variab1es t4 go toether'to define '

a, "market str'titture."
1

.

. r

10 Each student will compare and contrast economic systems in terms
of their allocative efficiency. 1

.11 Each student wi41 explain how alternative priorities along
goals of society may affect the hature of a giveeconomic system.

12 Each student wi111 evaluate the ilpact of governmental intervention
in the private sector. .

.
.

. . , .

A*
13 Each student will' define the cOncepts "lie forme," "full employment,"

and "unemployment."
,

.

.

.

.

.

14 Each student will identify and descri e measures of economic per-
formance including "GroS§ National Product" and "Net National
Product.". ,

4 e
. .

.

15 Each student will name selected datalsourCes where information
relating to measures of.edonomtt performance can be found. ..

%

4. / __.
16'.Each,itUdent will idehtify levels O'f-iecept rates qt.inflatton ORG.

. -will deScribe the impact of both itiflotionsand *ation on pr,Ces
, and purchasing power. * v'

. , ...

,, .., .

,
.. . . % '

- I 1 1 it ,.

A
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17 'Each. student414\11 define and differentiate -among the concepts
1,!airtount,"-Yrate,." l'tndex number," "real value," ancl""nominal
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A SELECTION OF, MAJOR TOPICS AND

'CONCEPTS IN'FREE ENTERPRISE EDUCATION
4 ,

,

1.0 The'Ecohomic'Problem

lr
-1.1 hatural, human, and capital resources

1.2. s'carci'ty and choice .

1.3. opportunity costs and trade-offs

2.0 Free Enterpriseand the Economic Pl'obleril

2.1 incentives .10

2.11 producer and consumer

2.2 market mechanism

2.21 -resourcd allocation and prices

2.3 competition

2.4 'circular flow of income

,2.5 role of prOfits and losses

2.6 .property rights and limited governmeht

3.0 Supply, Demand, Markets, and Prices

3.1. market

:.2 supply and demand

3:21' shortage and su=rplus

3.3 prices, wages, rents, interest rates

3.4 market structure_

3.5 "other things being equal"

4.0 Evaluation of the Free Enterprise System

4.1 goals of society' (freedom, effictency, equity,
seCurity, stability, growth)

4.2 system performance

.41.21,; allocative efficienCy

it

14

4

10



4.3 role of government e

4.31 'externalities

5,0 Economic Performance: Measures and Dimensions

*1

Jet
5.1 statistical concepts

'5.11 amounts, rates, and index numbers

5.12 real versus nominal values

5.2 production, employment, income, prices

5.2T tabor force

5.22, 'gross national product and net national
'.product

5.3 income distribution

WI

4

oo

:15
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APPENDU C: RELATIONSHIP OF INDIVIDUAL TEST ITEMS TO CONCEPTS
IN FREE ENTERPRISE 'EDUCATION'
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RELATIONSHIP OF INDIVIDLIAL TEST

ITEMS TO CONCEPTS IN FREE ENTERPRISEEDUCATION

Topic Area Concepts

1.0 The Economic ProbteM .

'1.1 natural, human, and capital
`resources

1.2 scarcity and choice
AR,

1:1 opportUnit costs and trade-offs

2.0 Free-Enterprise and the Economic
Problem

:2.. incentives

2.12. producer and consumer 8

Test Item( Numbers

1

4 _

2, 37, 43

3, 6, 7

4, 5 ,

2.2 market mechanism . 9

2.21 resource allocation and prices. 10, 11

2.3 competitiom i 38, 42
,

2.4 circular flow of income , , 12
....

g
-

2.5 role of-profits and losses - 14 .

4.6 prvarty'rights and limited govern-
medlr 4 13, 34, 35, 36

3i0 Supply, Demand, Markets, and'Prices

3.1 market

3.2 supply and demand

3.21 shortage and surplus

15

16,,39, 40, 44, 45

17
,

.

._, 3.3 prices, wages,,rents,,interest rates 46

3.4. market structure 47, 50,

,

3.5 "other things being equal" 41

17

13

r



Topic Area and Concepts,

4.0 Evaluation of the Free'Enterprise
System

4.1 goals of, society (Oeedom,-
efficiency, equity,/ security,
stability, growth)

4.2 system performance

4.21 allocative efficiency

4.3 role of government

4.3Y externalitiei

5.0 Economic Performance:' Measures and
Dimensions.

5.1 statistical concepts

5.11 amounts, rates', index numbers

Test Item Numbers

9

a

18, 19, 20,' 21, 22

25, 26, 27, 49

23'

24

' .28

5.12 versus nominal values,, 29;"30

- 5.2' production, employment, income,
%

* prices -

5.21 labor force 31, 33

'5. ?2s gross national product And
net national product 32'

5 %3 income distribution

.

48

4

A
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APPENDIX D: A MATRIX OF PROPOSED BEHAVIORAL OBJECTIVES,'MAJQR TOPICS
AND DEVELOPMENTAL''CONCEPTS, AND TEST ITEM NUMBERS FROM A DEVELOPMENtAL

0% .1ERSTON OF A TEST FOR A PROGRAM IN FREE ENTERPRISE EDUCATION-
CONSISTENT WITH THE INTENT OF TEXAS HOUSE BILL 1118.
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TOPICS

BEHAVIORAL

OBJECTIVES

J

MAJOR

CONCEPTS

4 -

TEST

'1). ITEM'

NUMBERS.

r.

A MATRIX QF PROPOSED BEHAVIORAL ,OBJECTIVES,

MAJOR, TOPICS AND CONCEPTS, AND TEST ITEM NUMBERS

'FROM A DEVELOOMENJAL VERSION OF A TEST FORA .PROGRAM
FREE ENTERPRISE EDUCATION CONSISTENT WITH THE INTENT OF

TEXAS HOUSE pp. 1118,
,

I.

. The Economic Prdblem
, . FreeEnterOise and the

.

. f ,
. ,e. Economic Problem

) \ ''. ,
,

. .
Each student will point out central
features of the "economic Problem." .

Each student will define aid describe
relationships existing between the con-
cepts 'scarcity"- and "opportunity cost."

.
../

.

r
/

, /
) .

.
-..

.

.

.

. .

.

6
.

,

4 i
.

each student, will describer producer and

consumer incentives in a free market
r ...

economy,
.\ ,

.
.

Each student.will describe the operation
of the "market mechanism."

.

Each student will identify effects of
profits and losses in a free market
economy.,

.
,

EaCh student will point out the scope and ,

.functiog'of property rights iq a free
.

market ecoeconomy .

.

natural resources
human resources , 1

capital resources ,

scarcity,
choice . .

opportunity costs .

tradenoffs ,.

. _ .

.

.
.

,

.

incent'ves ' .

producer incentives
consumer fincentives

market mechanism ,

resource allocation
'prices .

% ,- . )

competition
.

circular flow of incre
profits and josses '.

. .

property rjghts l' ,,,

,

limited government .

1, 2, 3, 6, 7,
. .

37, 43 ,

45, 8, 9', 10;',14, 12, 13, 14,

34, 35, 36 38 42...

.1&



A

TOPICS

BEHAVIORAL
OBJECTIVES

MAJOR

CONCEPTS,

TEST

ITEM
NUMBERS,

I

22

Supply, Demand, 'Mart
and Prices

Evaluation of ,the Free'

Enterprise System.

Each student-will define the concepts
"supply" and "demand" and describe
how changing relationships between
supply and deMand affect prices.

Each student -011-descrilbe the role e

of pricces in a free market economi.

Each student will,describe va0a-
'' bles that o together to define a
t "market structure."

Each student/ will compare and contrast
economic systems in terms of their
"allocative,efficiwy.".

Each student will explain how alterna-
tive priorities among goals of society

may affect the nature of a given eco-
nomic sjitem.

Each student will evaluate the impact of
) governmental intervention in the private

market
supply and demand
shortage
surplus

market structure
"other things being equal"

goals of society
system performance
allocative efficiency
role of government
externalities

.5, 16, 17, 39, 40, 41,'
44, 45, 46; 47, 50 18, 19, 20, 21, 22, 23,

.24, 25, 26, 27, 49

I

23



TOPICS

BEHAVIORAL
OBJECTIVES

MAJOR

CONCEPTS

TEST ITE

NUMBERS

r

Economic Performance:
Measures and,DIMenfions

. . .

Each stude will define the concepts
"labor for-se," "full employment," and
"unemploymLnt."

.

Each studen will identify and.describe,
measures of economic performance including
"gross national product" and "net national
product."

v
.

.
1

Eachstudeng will hame selected data sources
where infor .tion relating to measures of
economic per ormance can be found.

. .

Each student will identify, levels of recent
rates of inf ation and'will describe the
impact of boll inflatiOn Ind deflation.on
prices and p rchasing power.

'Pt',

Each 'student ill ,define,andl.differentiatO
among the con epts' "amount," "rate,""index
number,":"rea value," and "pominal value."

..

,,

,

.

,

.. .

amounts, rates index numbers,
.real values, n,minal values, productiOn,

t'

employment,, tnion,_prices, labor forte,
gross nationa 'roduct, net national pro-
duct, income distribution

v '

.
. ,

28, 29, 30; 31, 32, 33,':48

I

A

t.
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T$ST OF FREE ENTERPRISE UNDERS,ANDING

(Developmental Verioni rQ

4 .

. 4

1. Goods produced by man's past efforts thatare available to produce
other goods in the future are known as

v. trust accumulation goods..

b. 'capital goods .

c. pre-assessedgoods

d. competitive goods

. Since wants-exceeCavailable resources, peoOldi: in deciding how
to use these resources, are forced to

abandon their wants.

b. call on the goiernment.

c. ,make choices.

,d. call in their margins.

3. When a decision is made to use a scarce resource in a certain
way, something is given up. The term tiit is used to describe
what has been given up is ,

a. marginal resource.

b. opportunity cost.'

c. dichotomous expenser

d. utility decline point.

4. Which of the following statements most accurately describes the
effect of individu economic incfiTiVies on consumer behavior?

a. Consumers re uce theirdesires to obtain total satisfaction
and accept,the limited amount of goods they can afford.

b. Consumers allocate their limited incomes to maximize their
total satisfaction.

c. Consumers increase their savings and refuse to-buy goods
beold_those they need for physical survival.

, -

d. Ihdividual consumers adjust their desires to that they
are at the same level as those ofevery other consumer
in the society.

5, In the American economy, the most important motivating force
behind economic behavior is

a. governmental action.

b. 'individUal economic -incentives'.

c. collective incentives..

d. central planning.

2b

20
,
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6, Which of thfollowing statements is most consistent with th'e'definition
of "opportunity cbst?"

a. The cost'of opportunities parallels shfits in hegatfve demand curve
ratios.

b4Tte, cost of any act chosen is equal to the cost of anYother,actl

A

__given up as a result of that choice.

c. Costs reflect entry-level.surcharges that occur when businesses
4 ' are first opened, .

,
- . . ,

d: Costs reflect philogenous variables, whereas'prices reflect protogenous
variables.

fel
7., Costs

-of
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..
k

8. Producers are encouraged to productive resources efficiently
litbecause-of

a. consumerism,

b. egalitarianism.

c, competition'.

d. government -regulation.

9. The conflict of interests between consumers-and producers is reconciled -

by the

.a. Federal Reserve System. .4., ,

'b. fiscal policies of the goiernment. ,

.

.
. c. -market mechanism. A

\
.

,

d. rulings of.judicial ecohomic.arbiters.

10 In% competitive market, adjuS ents in 'prices serve to , .1 0

aIsiallocate resources toward u s most highly valued by society:

b.'. allocate resources%inefficientl.i.
. .

f c. decreaie-competjttOn. ..-4. .

d. treatei,severe misalignments between for goods and supplies,-
. of goods. ar,

. .. ,

. .. , Is

11 The. principal resource ellocatrion,system of a free enterprise economy is

a. monetary `policy. .--
-. ..,

b. fiscal PolViy.
.

6. markets and prices.
i V 1

I'
, o ,

d. regulatory ma.ndlites:

A*
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12. In one direction, there is a circular flow of money from business to
households in the form of income (salaries) and hpseholds to
'business in the form of money spent for goods and services, There is
also a flow in the oppoOlte direction consisting-of.
a. productive resources and finished goods.

b. business income andfinished goods.

c. prodUctive resources and public expenditures.

d. business incomesand productive resources.

t

.

13: Which one of the following pairs of characteristics is most closely
assppiated with a free enterprise economy?

a. central planning / concern-for equity.
>.

b. rights to private property/. belief in limiting governmental
4

action
in the economic sphere.

*

c. utilizing'fiscal policy tO prevent high unemploymentrbelief.in
enlarging governmental action in he economic sphere.

d. tratition-mandated consumer decision-making/ concern for stability.

14. Bu/iness losses are signals from consumers that are fikely to result in

a. an increase in prolgtipn.

b. a decrease in production.

c. no change in production.

d. employment of additional orkers.

15. Which of the following t describes the term "market" as it4s used
by economists?

4
a. a place where stocks and bonds are traded in New. York.

b: a place where liquid assets, pakicularly cash and denied deposits,
are held in escrow.

ai chanism which facilitates exchange among buyers and Sellers
oodt, services, and productive resources.

c,

d. uilding where retaiierS and purchasers come together for
the purposes or resources exchange.

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

a. independently elastic volume cures.

b. discount and rediscount.

c. ,schedules of'supply and demand.

d. margin costs and maximal iitj)i,t?ratios.

2b
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17. When a shortage exists 1 free market, we can conclude

a. that thecurrent price is higher than the equilibrium price.

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

. 4.

c. that the current price is equal to the equilibrium price.

- d. nothing about the current price and its relation to the equilibrium price.
k

T8. 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' ,frfedom to "secure governmental regulation of "unfair"
competition.

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

.d. businesses' 'freedom 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 jobesubject only to the
limitations of their abilities.

lb. individuals' freedom to quit any job.
.

c. individuals freedom to use their own resources subject to no
restraints whatever.

d., individuals' freedom to buy any goods subject only to constraints
- of their own budgets.

f AIM"
20. The - 'concept of "technical efficiency" re6i-i-to whichifitne following?

a. distributing large numbers of goods to proMote the highest social
good in accordance with regulatins of the government that set
prices low.

lb. allocating resources toachievethe maximum possible "output"
for each unit of "input."

-t. using large numbers of modeflate)y paidWorkers1/4 to produce goods
rather than small numbers of highly paid workers.

. .

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

21.,'"Economic stability" commonly-refers to both'

a. prices and aelind:

emplorgnt aril wages",

c. prices and empldyme 1..

emplOyment and and: \ 0!

22. Economic growth - results- when there is-an increase in

a. total nominal dollar wa4es'Oaid:to workers..
)

b. total nominal dollar value of products proaueed.

c. per capita output orthe economy in "real" dollars

d.. total: face value of money in circulation.

02y
Id

A

1



'1)

n

23. Free enterprise advocates a limited role for government in the
economy so as to

a. protect individual freedom,

b. guarantee price stability.'

c. iftualizedistribUtion of goods produced. 1

d. enure increases in per capita economic output through federal planning.

4

24. "Externalities" refer to

a. both costs and.benefits of production not registered in the market
place.

casts firMs pay for materials in addition to those incurred for
raw materials.

c, cost tactors associated with resouce location as opposed VS. ,

tesource transforMation.

d; regulatory activities of federal agencies.

25. The free enterprise system automatically entourages

a. technical efficiency, but not:economic efficiency.

'b. technical efficiency and economic efficiency.

c. economic efficiency, but not technical efficiency.

d. economic inefficiency' -

26.' Because of "externalities," t6 free market system

a. may not achieve the optimum level of production of public
or social goods. 41P

b. never overproduces any commodities.

c. assures Set each household receives an equal allocation of
resources,

d. ends on the government to identify'items in short supply.

27. If efficiency can'be achieved-only-through large scale production,,one
consequence may be

a.. a tendency for competition to increase because more fie1,11,44

likely to go'into production.

b. a tendency for a smaller"total.number of firms each to acquire
a smaller, total percentage of market power.

c. a tendency for there to be less competiiition among firms and
greater market power for each. "

d.- an elimination of governmental interest in business regulation.

28. Inflation is' expressed as

a. an amount.

b: ,,a rate.

c. a combination of an amount lnd a rate.

. d. neither an amount nor a rate.

3W
1.
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29'. In economics, the "real" value of an item refers to

.4. its intrinsic value in terms of its worth in 4liange 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. .41.1at theAover:nment says the item was wOrth'when fit was first produced.,

-030. In Apino s,'the "nominal" value df an item refers to

a. the n erical value (perhaps the price in dollars)-attached
to the item.

.

,

b. aliunchanging instrinsic value attached to the item.

c. the name or nominum given tq the item.

d. the fixed. value attached te-edch unit of an item that remains
unchanged over time.

31. Theolabor force" includes

a. those'16 4nd older who are able to work.

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

c. those,16 and older who are willing and able to work.

those 16 and older who. are currentlygOorkini:

32. "Net National Product" is defined as

a. Gross National Product minus depreciation.

b. Gross NationalNoduct plus depreciation.

c. Natidnak Income!minps depreciation.

d. 'National Income plus depreciation.

33. Mabel Smith,.trained as a teacher now is married and chooses tq stay
Nome with her two pre-school children. Ronald Allen, a'21 year-old-
engineering student, this fall is taking a full load of courses at
the state university. James Johnson has graduated from college and
is looting for a position in his.ma3or filed, accounting. -

Which.of-these individuals i4 (are) part of the "labor force?"

all three.

b. Mabel Smith and James Johnson.

c. JaMes Johnson.

d. Ronald Allen.

MS ^ *

34. The stronger the property rights are,
1
a. the greater the power of'government.

:b. the more limited the power of government.

c. the more centralized the economy.'

d. the more regulated is busineis.

31.
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OP 35. BaSic to the.principleof "right to property': are individuals rights to

a. decide the use-of property and to transfer rights of.property.

b. decide the use of-Tp;operty but not to transfer rights of property.

_ C. thnsfer riipts of property bUt not to decide the use of property.

-d, deny property rights of Others.

26

36. Private property rights-

a. result in owners lacking incentives to concenve on resouce use.

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

, c. result-in owners exploiting resoOrces, irresponsibly.

d. prompt owners to utilize scarce resources quicly to take advantage
of high prites.

37. A good is "scarce" when

. a. he'totel supply available in a given year is much reduced from the

k

total 'supply availab e during the.previos year.

,,, b. there is hot enough available for an individual to have all he
Wants without sacrificing something else he wants.

officialc. the-government includes it on the official "scarce commodities"
list.

d. t can be had in desired quantities With no sacrifice of other
desired gdods: ,

38. Coppetition, a.condition that is-not unique to the free ,enterprise,
systemresults because of

,1

a. natural comtetivenes's of human beings.
.

b. .a natural law mandating equal distribution of resources.

c. scarcity in a multi-person world.

d. needs for competitive affiliation.

39. An "effeCtive want"- is characterized by
,

a. a simple verbalized expression of desire for a given item.
. 44,f,,

4): a willingness to commit resources to satisfy a desire'for a given item.

c. a desiretor a useful item.

d. ,'a desire for a given item that,.in.turn, can satisfy other wants.

40'., "Demand': measures only

a. effective wants.

b. 'descriptive,wants.

c.' parsimonious wants.

d. prescr4'tive wants.



41. Analyses of changes in price movement from one market equilibrium
to another resulting from a change in demand assume that

a.. Net National Product always exceeds Gross National 'Product.

tr. aril other things are equal.

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

d. results will always reflect economic

42. Competition results in all of the following except:

a. diffusing buyers and seller s6 that the_actions of no single.
individual will significantly influent the price of,a product..

b._ dispersing economic power-,

assuring that wants of each indivildual will-be met.
ti

d. preventing individuals from manipulating the market.

3. There is a seldom-occurring compound in nature known as dermatorum.
It has no known'use. The total world supply is estimated to be less
than two metric tons.

In 1961, a little-known San Francisco rock group, The Doleful
Peanut 5Utter,A.recorded a song entitled Pineapple Panache. This song
has become a highly prized collectors' item that is much' in laVor
among the hundreds of fans of The Doleful Peanut Butter. 'Only one
thousand copies of Pineapple Pinache were released.

Which of the following statements accurately describes the scarcity
of dermatorum and of the Pineapple Panache 'recording?

a. Both dermatorum and the Pineapple Panache\xecord are scarce.

15.. Only the dermatorum.is scarce.

c. Only the Pineapple Panache record is scarce.

'd. Neither the aermatorum nor the Pineapple Panache record is scarce.

44. In economics, the "Law of-Demand" says that

a. the polder of demand esceeds that of suppWin determining'
market prices.

b. as price increases, the quantity demanded increases and vice versa.

c. as price increases, the quantity demanded decreases and vice versa.

d. profits are'controlled exclusively by product demand.

27'

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 per hour, we should expect

a. the wage ratelto rise' to $2.50 and the number of people employed
as elevator operators to increase.

b. the wage rate to rise to $2.50 and the niiMber pf people employed as
elevator,operators,to be exactly equal to the Timber seeking such jobs.

C. the wage rate to rise to $2.50 and the number of people employed 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 to decline.

3\3
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45:i The ovetall level of rearAges inthe United States'is basically
. 'a function of .

6 -

a, the level of productivity in the,economy.

b. the minimbm wage rate. .

c. .the rate of inflation.
.

.
d. the extent to which the government regulates the rate.of

. .

price change and the extent of technological progress:

7

4

-66

47. The to "market structure" refers to

a. t number and arrangement of buildings used by the individual
fi

*b. cthe administratve chain of authority Wim6hin a given business.

c. the degree of competition among producers in a given market.,

d. the entire scaling of economic insitutions from small credit
organizations, to large regional banks, and, finally, to the
Federal Reserve System itself.

48. An income -tax is "progressive" if

e). the tax rate gOes up as income goes down.

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 at income goes up.

49. The maximum marginal tax rate on "earned" personal income currently is

a. 35 percent.

b. 40 percent

c. 50 percent

° d. 70 percent

50. In the United States, the kind Of business arrangement
the largest number of businesses gethe

a% cooperative.

b. partnership.

c. proprietorship.

d. eorporition.

3.4
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KEY 1

Test of Free Enterprise Understanding

(Developmental Version)

ITEM CORRECT RESPONSE

1r b

3

4 'b

5 . b

6

7 . b

8

9

10

11

12 a

13 b

14

15

16

17

18 b

19

20

21 . C

22 c

23 a

24 a

25

4

ITfM CORRECT- RESPONSE

26

270,'

2e

29

30

a

a

a A

31 c.

32 a /1-

33

34

)5 -a

36

17

38

39

a

41 b

42
r

43

44 t

.45 d

, 46 a

47

48

49

:50

35
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