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INTRODUCTION
' ! ! ' ‘J)"
Mater1a1s packaged here 1nc1ude deve]opmenta1 version of a

Cy ,

50-item multiple cho1ce test des1gned for use at the high school.
leve1: a last of proposed behav1oraq obJect1ves, and a list of
suggest;f tdpic fZitles and major:fdcus concépts designed for use
in Pjgh schpol free enterprise education courses being o??éred .
in accordance with the:intent of Texas House Bitl 1118. These

" materials are*provided in the hdpe that they may prove useful’
lto teacners of free enterpr1se educat1on in Texas and elsewhere.

The sequence of mater1als 1nc1uded is as follows:
Append1x A: 5uggested Behavioral Objectives for Guiding

. Students' Learning in Free Enterprise }
. oo ‘ Education. " '

- Appendix B: A Se[ect?on of;Major qujcs and Concepts in
. . , Free Enterpr1se Education ) \
. "
Appendix C: Re]ationsh1p of Individual Test Items to Con-

v ’ Cepts in Free Enterprise Education ’

o

Appendix D: A Matrix of Proposed Behavioral Objectives, .
) Major Topics and Concepts, and Test Item o
. Numbers from .a Developmental Version of .

- e a Test for a Program in Free Enterprise
. ' : Educat1on Consistent with the Intent of .
" i . . Texas House Bill 1118. : :

. . MAppendix E: -A’ bevefopmenta] Version of a 50-Item Test in.
Lo : Free- Enterprise Educat10n (Inc]udes Answer Key)

«
’Q

MATERIALS DEVELOPMENT BACRGROUND ; . .
v {f These mater1als developed as part of a Texas A&M Un1vers1ty College
of Education Research grant ent1t1ed "Deveiopment of Behav1ora1 0bJECt1VES
and Test Items on 'Free Enterpr1se and Assessment of 'Free Entenprise v
Tra1ning S Impact on Understandings of (]) TeacHers taking the Tra1n1ng
and (2) Secondary Students in" these Teachers" C]asses This portion of

"7 this two phase progect was completed between January and August 1977
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Dur1ng June 1977 thirty- e1ght teachers from thr0ughout
Texas attendeq the Amer1ca Economy Instttute on the campus of o

4 .
Texas A&M Un1vers1ty. ‘The A r1can-Ecohomy Institute provided

‘ ' . - . n‘ - L
part1c1pants with four weeks intensive traTn1ng in economics

as well as in mstruct1ona1 mater1a1ideve1opment Econom1cs training,

accounting for about two-thirds of the. daily three hours of classroom

Al

instruction, was geared to providing part1c1pants w1th a background
in economics consistent w1th their need ta teaoh free enterpr1se edu-
cation courses developed. as a consequence of House 8111 1118. A, ‘;‘

few part1c1pants had some prevvods background in econom1cs, but most

-

came with viry 11m1ted academxc tra1n1ng in the area. Instruc$1on

was premised on the aSSqution that part1c1pants had 11tt}e prior

5. .

forma] tra1n1ng in this are! ) .

- As preparat1on for the American EconoJ; Institute, there was

”

 close cooperat1on ‘between John AHen, D1rector of the émerican
Economy Inst1tute, David Armstrong,.D1rector of the(€o1jege’of‘Education
Research Project, and others involved: in the American Economy Institute.

These discussions resulted in the.formu1ation of a needs analysis of

-

potenti}] teachers of free enterprise education having minima1,academic

&

‘ breparqtion in tpe area. This needs analysis process led to a careful .

formulation of topics for the American Economy Institute that would

-

bara11e1 those Tlikely to be covered by a ‘teacher in secondary schools

t

respons1b1e for the free enterpr1se educat1on course. Once these
v . .

topics were identified, efforts turned to a consideration of important
concepts to be highlighted. The ffﬁﬁﬁof concepts provided here represents

a distillation of this thinking.  These cencepts guided the instruction

.
A . N .

. in the American Economy Institute and seem to havé possibilities for

. 3

b : -
providing,fQCi forbfree.enterprise education courses in Texas secondary™
. 3 ‘
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echools. anal]y, discussions m&}ed on to consider behavioral ohjecti@es
. that might prove suitable forOorienting“inétruction and Tearning'in free

enterprise education The dist prov1ded here s essentlaTTy that which' '
‘was adopted to fr?me instruct1on for»the Amerfcan Economy Instﬁtute The 4
* Tist seems to hold prom1se~as well for use in secondary*school;courses

in free enterprise educatjon. . ‘ .

l\ test consisting of 105 mu‘l tiple-choice items was deveTo'ped for

‘\vf_ use by the 38 teacher-participants in the Amer1can Economy Inst1tute

-Test construction was guided by the list of ﬁdent1f1ed behavnoraT
obJect1ve5'and major concepts This instrument gas g1ven tw1ce once
as a pretest on the first -day of 1nstruct1on and once as a posttest

at the concTus1on of the program Kuder-R1chardson formuTa 21 re11ab111ty‘

<

L]

-

. on the pretest adm1n1strat10n was .9290 and on the posttest adm1n1stratmon ©

‘Was 8559 The somewhat Surpr1s1ng reduct1on in the posttest reT1ab1T1ty
may have resul ted from a "test fatlgue" factor\ The posttest was given -~
{ " after part1t1pants compTLted another test 1nstrument No other test
\was given aTong with the-105-jtem"’ 1nstrument at the time of-the pretest
¢ T-tests were run between pretest ‘and oosttest scores. Posttest scorps

exdeeded pretest scores at a level $1gn:f1cant beyond OT

Item anaTyses werg c0nducted foTTow1ng both pretest1ng and
posttest1ng Erom th1s 105 test 1nstrpment, a smaTTer test of

-50 items was selected Th1s was accqmp11shed by eT1nnnat1ng all .

items that,=onlboth.tests, revealed negative po1nt-by-ser1a1 correlations

. *

with totaT.test scores .apd by rejecting,.when pbssih]e, items that, on
both tests had point-by—serial correlatioﬁs nith total teft scores
beTow the Tevel of +.30 aﬁd above + 85. A few items were included
that v1olated these decision ruTes because- of a desire to 1nc1ude

questions focusing on all maJor concepts. :In a very féw 1nstances

an unbending adherence to the 1tem setection rule would have reéulted )

’

-

s
t
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in so‘(/major concepts be*ng ungested v S
rrangements have been made to use this 50 1tem test 1n c]asses :

w1th approx1mate1y ?, 000 h1gh schoo] studénts enro]led throughout
Texas ‘during "the 1977 1978 schoo1 year. Th1s.tr1a1 will’ prov1de_mone '
spec1f1c 1nformat1on regard1ng the re]tab111ty of th1s 1nstrument w1th'

secondary séhool students Sure]y there will have to Qe some ‘revisions.
v 4

The test as’prov1de%here, must be’ recogmzed as strmtly 1n ajeVe]opmenta]_
ugl

Stage. 'Iﬂterpretat1on of performance Shou1d be undertaken cauti y ';‘
In another year, a moreldef1n1t1ve 1nstrument QogefuT]y, will bexqvar]ab]e
) /.

But even in its present state of evo]ut1on, the 50- 1tem test may

Cn
.

have~some vaTue Very few presently- a€;11ab1e tests haNe a spec1f1c ?// '

focus on the free enterpr1se component of the Amer1can economic system

« ’,

Given this lack, this instrument may fill th1s voidy 1f on]y temporari]y,
R -
‘unt11 a more comp1ete1y researched version beCOmes ava11ab1e

>

~
» —

‘AVAILABILITY.OF THESE MATERIALS o . e T e

-

Limi ted quantities of these mater1a1s are ava11ab1e, at no charge,
« from the fo]]ow1ng C S o
. o .
. o David G. Armstrong~ T ‘

o CEDCE .
A : : College of Educat1dh ‘
.- ' , . Texas ASM Univérsity - o .
- - College Stat1on TX 77843 S o

. * ' or ;o -

John Allen
Director ‘
Center for Educat1on and Research in Free Enterprise
, Texas ASM Unavers1\y " t
Co11ege Station X 77843z ] ;

I . R
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* SUGGESTEQEHAVIORAL OBJECTIVES FOR GUIDING
STUDENTS' WARNING IN FREE ENTERPRISE EDUCATION
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§UGGESTEG BEHAVIORAL'QBJECTIVES/FOR GUIDING .

STUDENTS"LEARNING'IN FREE ENTERPRISE EbucATION . Cf

0 " L -
- . . : -
' . - ~

- . ¥
]xb Each student w1T1 po1nt out ééntra] ﬁeatures of the'"economic o
. prob1em " _ 4 :
2. Each student:w11i define_and desCr1bé relat1onsh1ps'ex1stang
between the concepts "scarc1ty" and “opportun1ty cost."”

3. ‘Each student w111 describe. producer and consumer 1ncent1ves in
a free market economy . ) .

7,

4. Each student w111 descr1be the opera‘lon of the "market mechansm. "

5. Each student w111 1dent1fy effects of profits and 1osses in a.

free market economy

\'.

6. Each student will point out the scope and functiong of property .

.r1ghts in a free market econqmy.
.;

% . i
. 7. Each student w111 defane the concepts "supply" and “demand" and Lo

destribe how changing re1at1onship$ between suppTy and demand
affect prices. v .
8. Each student w111 descr1be ‘the ro]e of pr1ces in a free market
. econonly. .- . ;
9. Each student will describe var1abﬁes tﬁq‘ go together to deﬁ1ne .
mquet structure. " .

N I r

‘f‘ .

. ‘I ..
10 Each student w11] compare and contrast econom1c systems in terms
of their a11ocat1ve efficiency. | .k

ol s

11 Each student witl- exp]ain how. aliernat1ve priorities among

goals of soclety may affect the ature of a given economic system.-

12 .Each student w11ﬂ evaluate the impact of governmental intervention
* in the private sector o : o '

13 Each student will: def1ne the cdhcepts “1iifr fomee," "full emp]oyment,"\

and "unemp]oyment " . ,
14 Each studest will 1dent1fy and describe measures of economic per—
formance including "Gross Nat1ona1 Product"” and "Net National .

Product.", . . - a . .

-

. .

15 Each student will name seTected datadsources where 1nformation
relating to measures of . eConomtc performance can be found. -

16" . £ach, student w111 identify levels of recdbt rates qf inflation and

-will describe the impact of both 1ﬁf1ption‘and geflation on pr#&es

v,

, and purchasing power. ¢ ' y . ) i
* ..' s.".

P
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2.0

2.1 1nceht1ves 'l'; y

s

3.0

.2.5 role of profits and,losses

-

* .. A SELECTION OF, MAJOR TOPICS AND'

'CONCEPTS IN° FREE ENTERPRIS% EDUCATION

- ‘ .
f . .

-

’ .
Ty
o
. .
«

[} , -

The ‘Economic’ Problem L

1. 'naturé1 human, and capital resources

1. 2 scarc1ty and cho1ce . » ’-

1 3 opportun1ty costs and trade -offs: .

Free Enterpr1se and the Econom1c Problem g‘
7 .

2.1 producer and consumer
2.2 market mechan1sm '* -
L. 2.21- resource a11ocat1on and prices
2.3 compet1t1on

2.4 - circular flow of income.

\

2.6 .property rights and limited governmeht

R T

Supﬁ]y, Demand, Markets, and Prices

. 3.1. market

‘3.2 supply and demand ) ' »

3.21" shortmge and surplus

.

'3.3 prices, wages, rents, interest rates

3.4 - market structure -

4.0

3.5 "other things be1ng equal"

Evaluation of the Free\Enterprtse System

‘4.1 goals of society (freedom, eff1c1ency, equity.

~

. security, stability, growth)

L]
.

4.2 system performance

.4.2;; allocative efficienky

ST Y

K4

- i




t

4

v

4.3 role of government

'4.31 -externalities

5.0 Ebonpmic Performance: Measures and Dimensions

t ~j}5.2 production, embloyment,ljncome, prices ‘

5.3 income distribution

«

- .
5.1 statistical concepts
'5511 amounts, rates, and index numbers
5.12 real versug nominal valués
5.21 iabor force ' '

5.22 gross national product and net nétiona]

* product ' -

»
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© REL!TIONSHIP OF INDIVIDUAL TEST N

¥
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K Topic Area.and Concepts

1.0 The Economic ProbTem

.. 1.1 natural, human, and capital
resources

1.2 scarcity and choice
' s |

' 1.3 opportunity costs -and trade-offs

2.0 Free-Enterprise and the Economic
Problem

"2.1° incentives

f . .

4

2.12. prohucgr and consumer

2.2 market mechanism

-~

2.21 resource allocation and prices. .10, 11

2.3 competition L ,

2.4 _circular flow of incqu

2.5 role of profits and losses

* Test Item Numbers

A\

-

g 2.6 pr*r‘ty ’Hgﬁts and limited govern-
I me ; e

3/0 Supply, Demand, Markets, and*Prices -

4

<" 371 market
3.2 subply and demand

3.21 shortage and surplus

~ 3.3 pricgs, wages, rents, interest rates

3.4% market structure
3.5 "other things being edual"
- - /

1Y

,‘.~

-

ITEMS TO CONCEPTS IN FREE ENTERPRISE EDUCATION

-1

2,37, 43

-

L)

3,6, 7

‘

4
8
9

38, 42

T, 12

14

13, 34, 35, 36

15

17
46

)

41

"~ 47, 50
[ 2

o

-

4

16,.39, 40, 44, 45

LY
‘v



»quic Area and Conceptg

1,
4.0 Evaluation of the Free’ Enterpr1se
System

4.1

goals of society (ﬁ?eedom,'
efficiency, equity,’/ security,
stability, growth)’

- /
system performance

.

. 4.21 allocative efficiency

role of government

4.3F extérnalities .

5.0 Economic Performance: ‘Measures and
. Dimensions.

5.1

s

sfatistica1‘concepts
5.11 amounts, rates, inﬂex numbers

5.2 - real versus nominal values.

product1on, emp]oyment 1ncome§‘
prices -

L

* 5.21 labor forcé

'5 ¢2i gross natiomal preduct andvy’

. income distribution ',

net national product

.

L4

Test Item Numbers

[ v

18, 19, 20, 21, 22 ‘.
25, 26, 27, 49
23"

24

s

293730 3

31, 33

32




APPENDIX D: A MATRIX OF PROPOSED BEHAVIORAL OBJECTIVES,MAJOR TOPICS
T ..__AND CONCEPTS, AND TEST ITEM NUMBERS FROM A DEVELOPMENTAL
S H\‘“mﬂdu 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

MAJOR -

" CONCEPTS

.‘k

’

" TEST
ITEM"
NUMBERS

¢ " A MATRIX QF PRGPOSED BEHAVIORAL OBJECTIVES .
v . MAJOR TOP{CS AND CONCEPTS, AND TEST 1TEM NUMBERS ; e
- ' FROM A DEVELOPMENTAL VERSION OF A TEST FOR A- PROGRAM '
‘ JN FREE ENTERPRISE EDUCATION CONSISTENT WITH THE INTENT OF
. ‘ TEXAS, HOUSE BILL 1118, |

i

.
e -~

)

. e
‘ il v - ’ -

7,

The Economic Problem o

4

Voo .
‘Free Enterprise and the
+#  Economi¢ Problem

. R {

vy S
-Each student will point out central
features of the "economic problem."

Each student w111 define agd describe

“relationships éxisting between ‘the con-
tepts "scarc1ty" and "opportun1tydfost "o

Each student will describe’ producer and
consumer 1ﬁcent1ves in a free market

e;onowy .

Each student.wi11 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 4

S\ ,
. . function® of property ' rights 1q a free
. : - market ecgnomy , L '
. i s . N - 7
natural resources 1ncentjves iy | '
human resources ) o - producer incentives
capital resources - consumer tncentives -
scarcity . *market mechanism ‘
+ choice . . resource allocation
Opportunity costs . ‘prices’ , \ o st
trade- offs ) po . competition

v
<®

‘circular flow of income
profits and Josses"
property rihts ,' e oy
limited gcvernTent -

1, 2 3, 6,7,
37, 43

4,.5, 8, 9, 10y 11, 12, 13, 14,
34, 35, 36, 38, 42.--

., -

»

-

Y

4. . -~
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TOPICS

_BEHAVIORAL _

OBJECTIVES

MAJOR
CONCEPTS.

TEST
ITEM
NUMBERS .

Supply, Demand, ‘Markets
and Prices

i Evaluation of thé Free'
Enterprise Syster. .

—_—

&

7

Each student “will define the: concepts
“supply” and "demand" and desciibé
how changing relationships between
supply and demand affegt.prlces

Each student w111 descr e the role
of pricgs in a free market economy.

Each student will-describe vafja-
b]es that Yo toqether to define a
market s¥ructure. "

’

—

“

3

RR-1-1e

l

i

Each studeny will compare and contrast
economic systems in terms of their
"a]]ocat1ve effic1ql£y e

Each student will exp1a1n how al terna-
tive priorities among goals of society
“may affect the nature of a g1ven eco-
nomic sﬂitem ‘

' -Each student will evaluate the impact of
3 governmental 1ntervent1on in the private

, market )
supply and demand
shortage
surplus .
market structure *

"other things being equa]“

*

¢

goals of society
system performance
allocative efficiency /
* role of government

h externalities °

15, 16, 17, 39, 40, 41,
a4, 45, 46, 47, 50

!

18, 19, 20, 21, 22, 23,
24, 25, 26, 27, 49

3
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TOPICS

Economic Perfarmance:
Measures and. Dimengions

BEHAVIORAL
OBJECTIVES

. measures of|economic performance including

Each student will define the concepts
"1abor forge," "full employment," and
unemp]oym nt."

Each student will 1dent1fy &nd deSCr1be~.

"gross natignal product" and "net nationa]
product !

Each ‘studen w111 hame se]ected data sourceq
where information re]at1ng to measures of
economic periformance can be found.

[Each student|will identify levels of recent
rates of inflatidn and will describe the
impact of both inflation and deflation.on
pr1ces and p rchasing power

Each student 11 define: and d1fferent1ate
among the contepts "amount," “rate,""index
number," "rea] value," and ﬁQPm1na1 value."

. MAJOR
CONCEPTS

R
. real values, nominal va]ues, production,

amounts, rates|index numbers,

employment, inc¢ogs, prices, labor forfe,
gross nationa roduct net national pro-
duct, income d1 tr1bution

+
3

=

TEST ITEM

4

28, 29, 30, 31,\32, 33,348

~ NUMBERS

\ .




] , \ ’ 9
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_TBST OF FREE ENTERPRISE UNDER;TTA‘ND';NG' 2
(beve]opmentel Verdion) .o " : "Zu
. , s -0 I
1. Goods produced by man's past efforts that are available’ to produce 3.

other goods in the future are known as o
Q- . trust accumulation goods Lo ‘ -
b. ' capital goods o
c. pre-assessed ggods
d. compet1t1ve goods

%

2. Since wants exceef) available resources, peoplés in dec1d1ng how
to use these resoyrces, are forced to

_\g. abandon their wants.
b. call on the government.
c. .make choices. '

-
el

.d. .call in their margins.

) “3. Hhen a decision is made to use a scarce resource in a certain
. way, something is given up. The term that is used to descrtbe :
what has been given up is -

a. marginal resource. .o
. ~ b. opportunity cost.’ - - - )
c. dichotomous expense,. = - - .
d.. utility decline point ' A :

L4
4. Which of the following statements most accurately descr1bes the -
’ effect of 1nd1v1d economic incentives on consumer behavior?

a. Consumersnre uce their -desires to obtain total satisfagtion
' and accept the limited amount of goods they can afford.

b. Consumers allocate their 11m1ted 9ncomes td maximize their '
) "~ total satisfaction. -

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

d. Individual consumers adJust their desires to that they

- - are at the same level as those of. every other consumer
1n the society. . ! :
) 5, In the American ecqnomy, the most important nntivating force »
behind economic behavior 1s .
a. governmental action. . : . .-
b. “individual economic *incentives’. ,
c. collective incentives. \\:yr,
d 4

central planning. L } ,

2b
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6. Which of ‘the: fo11ow1ng statements is most consTstent w1th the def1n1t10n
. of "opportun1ty cbst?" 7, .
a. The cost of opportun1t1es para]]e]s shf1ts 1n negat1ve demand curve
{rat1os . . . . -

b. (\Fhe cost of any act chosen is g¢qual to the cost of any other/act)
glven up as a result of that choice.

y G
c. Costs reflect entry-]eve1»surcharges that occur when businésses ‘
’ are first opened . . . ‘ . .
d. Costs refLect ph11ogenous var1ab1es, whereas'prices reflect protogerious
variables’ ) - :
7. Costs L b - ! 3
-, a..are always.measured in'terms of money, =~ =~ " ’ - A%)

b. may include things other than monetary costs. K

- . v - ,

c, never include mgnetary considerations.

-

d. always exceed residuals.. -~
. A T ' .
‘8. Producers are encouraged to productiwe resources efficiently

because: of . v, .

a. consumerism., ' . ’

] . —~
b. egalitarianism. B . "
‘c. competition. , ¢
- d governmeﬁt regu]ation. ° . - 13
'-9. The conf11ct of 1nterests between consumers- and producers is reconc11ed - f
by the . . . )
.a. Federal Reserve System. . -
b, fiscal policies of the government . o )':’
. ¢. -market mechanism. . ) U N S
“ dv rulings of.gud1t1a1 econom1c ‘arbiters. ‘
10 In’a compet1t1ve market adjus ents in hr1ces serve to , - o ¢
a. "P}1ocate resources toward udes most highly valued by soc1ety
b." allocate resources: inefficiently. o )
# c. decrease -competition. T I ‘ ' :
L J .
d. tcreate:severe misalignments between demands for¥ goods and supp}1es
. of goods e . _ et ,
' ’ . W -
11 The’ prine1pa1 resource alYocag%on system of a free enterpr1se economy is
a. monetary po11cy . S Y ’
. b. fiscal po]w N » S ~ '
é markets and pr1ces £ A
"~ v d. regulatory manddtes ) . R
! - , " ’ 4’ .. 2"‘( ! .\» A
d .
.- I ’ J -



. 4. ' - 12. In one direction, there is a circular flow of money from busigess to
‘ households in the form of income (salaries) and from hgusehglds to
o ‘business in the form of money spent for goods and services: Ihere 1s<
L . also.a flow in the oppoffite direction consisting of

a. productive resources and f1n1shed goods.

. " b. business income and-finished goods. ¢
c. proddgtive’rgsourées and. public expenditures.

d. business incomesahd- productive resources.

. - - . ’

13- Which one of the following pairs og characteristics 1s most c]ose]x
assogiated with a free enterprise economy?

v - a. central planning / concern. for equity. ~,

b. rights to private property/. belief in limiting governmenta] action
. in the economic.sphere. .

c. ut111z1ng fiscal po]1cy to prevent high unemp]oyment/“be]ieﬁ in
enlarging governmental action in ;pe economic sphere.

d. tratition-mandated consumer dec1sxon -making/ concern for stab1]1ty

& -

14. Bus'iness losses are s1gna1s from consumers that are T%ke]y to result in
a. -ap increase .in proguction. | ' '

b. a decrease in production.
“c. no change in production.
= .7 d. employment of additional

[ ]
tfdescribes the term "mafket" as it?ig used

15. Which of the fo]]owizg
by econom1sts?

3 a. a p]ace where stoeks and bonds are traded in New. York.

b.” a place where liquid assets part1cu1ar1y cash and demgnd deposits,

are held in escrow. - -

. C. chanism which facilitates exchange among buyers and sellers N
ﬁoodé, services, and productive resources.
u

d. i1ding where retailers and purchasers come t09ether for .
s the purposes of reésources exchange. } K
L »
16. The'totals of all individual decisions to buy or sell in a markat
. ' can be represented by © ]
a. independently elastic volume curffes. o - o '
- "b. discount and rediscount. = CT N
‘ Y v €. .schedules of"supply and‘demaﬁd. _ o .
- ? 'd. margin costs and maximai ﬁtjﬁitj”fatios. ] . (I .
»' N N ) s v * - ."(\’
4 “~’ a - 1] 4 . ®
Ty ' . . '
‘ . g 25 -

Py
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17. When a shortage exists 1 free market, we can conclude
a. that the-current price is higher than the equilibrium price.
b. that the current price is lower than the equilibrium price. .

c. that the current price is equal to the equ111br1um price. .
- g. noth1ng abo/t the current price and its relation to the equ111br1um price.

18. Freedom.of enterprise refers to all of the fbl]ow1ng except:
a. businesses'. freedom to acquire resources they desire and for wh1ch

they are able to pay. To. . .
b. businesses' .freedom to secure governmenta] regulation of "unfair"'
competition. . . { ‘

c. businesses' freedom to produce any product and offer it for sale
at any price they des1re : ’

.d. businesses' fre om to 1nvest in any way they p]ease

19. Freedom of 1nd1v1dua1 choice refers to all of the follow1ng xceg

a. individuats' freedom to accept any Job'subJect only to the
Timitations of their abilities.

b. individuals' freedom to quit any job ‘ ‘ v
. 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 the1r own budgets

éO. The-concept of "techn1ca1 eff1c1ency" refe;s'to'wh1chﬂ~f$the follow1no7 k

a. d1str1but1ng large numbers of goods to promote the highest social )
good in accordance with regulatikns of the government that set
prices low.

©. allocating resources to-achieve the maximum poss1b1e "output"”
for each unit of "1nput s

-t. using Jarge numbers of modeﬂate)y paid workers' to produce goods
¢ - rather, than sma]l numbers of highly paid workers.

d. a]]ocat1ng resources in such a way that- the total value of goods
1s regulated by a centra] plann1ng author1ty

'

21.,'"Econom1c stab111ty" commonly refers to both‘

a. pr1ces and dempand- B .

b.. emp]oyment and wages , ) Cr T e N
i ¢. prices and emp1oymgnt* e v . 7

d.. empToyment and;deﬁand.\ 4 ' "

22. Economic groﬁth»rESults-when there 15 an‘increasemin
a. tota] nomjnal dollar wages’ pa1d.to workers

b. tota] nominal dolar value of products produced
¢. per tap1ta output of the economy in "real® do]lars
d.. total face value of money in c1rcu1at1on

By [ h "
- S » 3 ’ ’29\

bt



23.7 Free enterpr1se advocates a 11m1ted role for government in the ' '
economy so as to

_d. protect individual freedom, _ ,
b guarantee price stability.” -, .. Lt
c. ‘quahze d1str1butwn of goods produced. - '
d

a§Sure\Jncreases in E__. ag1t. economic output through federa] p]annjng.

24. ‘“Externalities" refer to . o
a. both costs and-'benefits of product1on not registered 1n the market

y ) p]ace
(o

b._ cests firins pay for materials in add1t1on to those incurred for

raw materials. ) . s
¢, cost factors associated with resouce locat1on as opposed to
*esource transformation. d

d: regulatory activities of federal agencies.

' 25. The free enterprise system automatically eneourages

o a. technical efficiency, but not .economic efficiency.
'b.  technical efficiency and economic efficiency.
c. economic efficiency, but not technical eff1c1ency
d. economic inefficiency. . ) .

26. Because of "externalities," tfe free market system

.+ a..may not achieve the optimum level of product1on of pubtic
- or social goods.

b. never,overproduces any commodities.

C. assurgs that each household receives an equal allocation of
. resources,

aepends on the _government to identify ‘items in short supply.

27. If efficiency can be achieved. only- through large sca]e product1on,.one
consequence may be

a..a tendency for ‘competition to increase because more f1nms—¢{e
Tikely to go into production. » ]

~b. a tendency for a smaller “total. numbev of firms each to acquire
. a smaller total percentage of market power.

c. a tendency for there to be less competition among f1rms and
greater market power for each. °

d.- an e]1m1nat1on of governmental interest in bus1ness regu]atlon
I3 /

28. Inflation is expressed as ’

< a. an amount! ) : ,

b. .a rate. ' '1" : ’
¢. a combination of an amountﬂ.nd a rate.

d

'
LIt

ne1ther an amount nor a rate.

. : , . ‘ . N -
1‘ N ‘A‘ﬂ\ : L) 30 . b
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29. In econom1cs, the "real" va]ue of an item refers to )

R U £ £ 1ntr1ns1c va]ue in terms of its worth in eﬁ?hange for another
o, 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 1tem was worth ‘when tt was f1rst produced

-~

30. In eﬁpno S, the "nom1na1" value Of an item refers to

E . a. then mer1ca1 value (perhaps the price in do11ars)-attached
¢ to the 1tem

b. aq‘unchang1ng 1nstr1n51c value attached to the item.
the name or nominum given tQ the item.

the fixed.value attached t® edch unit of an item thatgrema1ns
unchanged over time.

31.° Thé - "labor force" 1nc1ude§"k \ ‘
a. those'16 dnd older who are able to work.  _ 0 .
b. those 16 and older who are willing to work. .- i o '

c.. those,16 and older who are yi]]ing and able to work.
d. those 16 and older who are currentlyjyorking.

. 3. "Net National Product” is defined as »
a. 'Gross National Product minus depreciation. }
b. Gross National Pgoduct plus deprec1at1on T~ .
c. Nat10na1 Income m1nps depreciation. .
d.” 'National Income p1us depreciation. . oo »

33. Mabel Smith,.trained as a teacher,fow is marr1ed and chooses tq stay
home with her two pre-school children. Ronald Allen, a' 2] year-old:
engineering student, this fall is taking a full load of courses at
the state university. James Jehnson has graduated from college and
is 1ooking for a poSition in his maJor filed, accounting.

L3 ‘»

Which of’these 1nd1v1dua1s is, (are) part of the "labor force’"

) - azall three. I
- ' b. . Mabel Smith and James Johnson. “-, o o ‘ Ry
© ¢.  Jamds Johnson. ) : R .-
d. Ronald Allen. o ' ] o
' 34. The stronger the property raghts are, - o LT " -,

K the greater the power of ' government

a.
‘b, the more limited the power of govérnment. ,‘
c. the more “centralized the’ economy. )
d

the more regulated is business.

.

\)‘\‘t' ] - ,‘,'_.
ERIC ™. v 31 > SRS
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7 352’ Basic .to the princ1p1enof "r1ght to property" are 1nd1v1duals righgs to
’ a. decide the use of property and to trans fer rights of property.

- b. decide the usé ofvproperty but not to transfer r1ghts of property.
PR o transfer r1gpts of property but not to dec1de the use of property.
d.

h"u

deny property rights of ‘others.

36. Private property rights' ' — T .
a. resu]t in ownérs 1ack1ng incentives to concenve on resouce use.
resu]t in owners having incentives to conserve on resource use

b
o, C. result ‘in aners exploiting resources 1rrespons1b1y
d

. ' . prompt owners to ut111ze.scarce resources quicly to take advantage
of high pr1tes ‘

. o 37. A good is "scarce" when . ;/' e r i
) . a. .the total supp]y available in a given year is much reduced from the
, total supp]y ava1]ab{e dur1ng the.previous year.

- .b. there is npt enough ‘availablé for an individual to have all he
) wants without sacrificing something else he wants.

o c. the government includes it on the official "scarce cemmodities"

1jst. . . . .
d. -it can be had in desired quantities with no sacr1f1ce of othen - ,
desired goods. ‘ . )
) 38. Competition, a cond1t1on that is -not unique to the free enterpr1se.
‘ ~ system,.results because of . . Lo
oo .o a. natura] combat1veness of human beings. : . {f .
. ) 'p. a natura] law mandat1ng equal distribution of resosrces.
¢ . c. scarcity in a mu1t1 -person wor]d .
d. needs. for competitive aff111at1on . . . !

39. An "effect1ve want™ is character1zed by
: - a. a simple werbalized express1on of desire for a given 1tem ) -
a w1111n?hess to commit resources to sat1sfy a desire’ for a g1ven 1tem

1

for a useful item.

*

b,
c. a des1re 5
d. a des1re for a given ftem that,.in. turn, can satisfy other wants.

40., "Demand; measures only
effective wants. o o .

-

pars1monlous wants.

)

a.
b. descr1pt1ve wants
o
d

prescr¢pt1ve wahts.
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41, Analyses of changes in pr1ce movement from one market equ1l1br1um
~ fo another resulting 'from a change in demand assume that

\ =, Net Nationdl Product always exceeds Gross Nat1onal ‘Product. .
b _#] other things dre equal.

‘ o c. 1nflatﬁon‘assures growth;1n “real" purchasing power.

\\ d. results will always reflect economic §rowtht'

i LI ’ . .

| 42. Competition results in all of the following except:
|

i

a. diffusing buyers and seller so that the actions of no single
" individual will significantly influenceé®the price of_.a product.

P _ b. dispersing economic power. - . \
' . assuring that wants of each individual will be met. {
d. preventing individuals from manipulating the market. & -
) } . - ¥

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 Tittte-known San Francisco rock group, The Doleful
Peanut Butter,.recorded a song entitled Pineapple Panache. This song
has become a highly prized collectors' item that is much in"faVor
among the hundreds of fans of The Doleful Peanut Butter "Only one

' thousand copies of Pineapple Pinache were released

.« - - Which of the follow1ng statements accurately descr1bes~the scarcity
of dermatorum and of the Pineapple Panache\necord1ng? -

= a. Both dermatorum and the Pineapple Panache necord are scarce.
“b. Only the dermatorum-is scarce. v

L4

c. Only the Pineapple Panache record 1s scarce
'd. Neither the dermatorum nor the Pineapple Panache record is scarce.’

44. In econom1cs, the "Law of Demand" says that

a. the poﬂer of demand esceeds that of supply’ in determ1n1ng
: ’ market prices. ) . ;

b. as price 1ncreases, the quant1ty demanded increases and vice versa.
as price increases, the quantity demanded decreases and vice versa.
‘ d. profits are controlled exclus1vely by product demand.

45. In a competitive labor market for elevator operators, assume an equ1l1br1um
" wage rate of $2.00 per hour. If tomorrow, the government sets. a minimum
wage rate of $2.50 per hour, we should expect

o " a. the wage rate’to rise to $2 50 and the number of people employed
as elevatbr operators to increase. .

b. the wage ‘rate to rise to $2.50 and the number of people employed as
elevator, operators.to be e;actly equal to the qpmber seek1ng such jobs.

¢. 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
operdtors to rise, but the number actually so employed to decline.:

. .
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46, The ové¥a11 level of rea] wages in- the Uni ted States is bas1ca11y

‘a function of ] v ) .
a. the level of. productivity in “the economy :
b. the minimlm wage rate ) PR .

)i c. .the rate of inflation. .

the extent to which the government regulates the rate.of ~
price change and the extent of‘technological progress.

a. tke number and arrangement of buildings used by the 1nd1v1dua]
f

b. ‘the administrative chain of authority whin a given business.

47. The t;g: “market structure" refers to
i

the degree of competition among producers in a given market. )

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

’

48. An 1ncome,tar is "progress1ve“ if v
ﬁj. 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 1ncome paid as taxes is the same regardiess of

the size of income. / N

d. the tax rate goes down a$ inéome §oes up. ‘ (:\
49. The maximum marg1na1 tax rate on "earned" persona] income currently is
a. 35 percent. : o '
b. 40 pércent '
" ¢. 50 percent ’
d. 70 percent . b -

50. In the United States, the kind of bus1ness arrangement tﬁ!t eharacterﬂzes
the largest number of businesses s the

a. cooperative. ‘ !

! “

pa;tnership. S ) .

b
c. proprietorship.
d. corporation. d N .

Rl
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ITEM  CORRECT RESPONSE
LE b -
2. c
3 b
4 ‘b - ’
5 . b
6 . b
-7 b .
8 . "c \\
9 o
10 ,a
1 c
12 a
13 b
14 b
15 - ¢,
16 o
17 b
18. " b
19 o
20 b
21 o
22 " ¢
23 a . ;
24 a
b

25

-

Test of Free ﬁnterprise‘Un&erstanding
‘ (Developmental Versiqn)

/

ITEM ' CORRECT.RESPONSE

2%
27
of
29
30
3]
32
33
34
35
” 36
37
38
39
‘40
4
- 42
43
" 44
45
.46
47
48
49
50
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