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Abstract

The study took place in a Community College's Principles of
Economics classes (macroeconomics) to determine: (1) if microcom-
puter assisted instruction tutorial/drill programs would significantly
increase 1-- rning economic concepts; (2) if demographic variables
were related to this learning; and (3) if prior achievement in math-
ematics and reading comprehension predicted such learning. Two
intact groups of economics students were selected and designated as
experimental group (n.63) and control group (n-71). Each student
completed a demographic survey and then was tested for reading
and mathematics achievement. Microcomputer assisted instruction
was given to the experimental group while the control group experi-
enced a traditional lecture/discussion mode. Pre and posttest of eco-
nomic learning were administered. Significant pre-experimental
differences between the sample groups prevented drawing substan-
tive conclusions about the effectiveness of the microcomputer as-
sisted instruction. Demographic variables had very low relationships
to learning economics, while prior achievement in mathematics and
reading comprehension proved to be powerful predictors in economic
learning.
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USING MICROCOMPUTERS IN TEACHING
ECONOMICS IN THE COMMUNITY COLLEGE

BACKGROUND
Since its first use in the late 1960s the computer has progressed rapidly

as a tool to assist in the teaching of economics. Tutorials, self-tests, drills,
games and simulations were part of the computer assisted instruction (CAI)
programs that relied on large mainframes in the 1970s. The advent of the
microcomputer in 1978 dramatically reduced the cost of computers which has
made it possible for virtually every school and college to have a microcomputer

lab while many teachers and students can own their own personal computers.
Technological changes in the production of microchips and in the development

of more sophisticated languages for writing programs, have resulted in an

abundance of programs that are ready to operate and are user friendiy.
Increasingly, faculty at community colleges have been encouraged to integrate
the computer as a learning tool into the classroom setting.

The discipline of economics makes extensive use of models, often
portrayed graphically or mathematically by the use of equations to express
relationships involving its basic concepts. The dynamic aspect of the study of
economics not only requires a logical approach to understanding current
economic phenomena, but requires that the abstract concepts be applied to
changing circumstances using clear and specific quantified data in the form of

costs, amounts of production, units of demand, etc. in order to predict to new
situations. Frequent observation suggests that community college students
have considerable difficulty understanding and applying abstract mathematical
models, suggesting the need for improved ways of teaching courses in macro
and microeconomics.

It also appears that community college students differ from four year
college or university students. The typical community college students are olde;
(average age, 29), have been away from formal schooling longer, are more
likely to be from a minority population, and may, due to open door enrollment
policies, have less formal education. Thus, their math skills and their ability to
deal with abstractions may be lower than those commonly experienced in
university settings. Given these conditions, the ability of the microcomputer to
provide carefully designed tutorials and practice exercises to illustrate
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2

conceptual models, may prove to be an important tool to assist students at the
community college in learning economic concepts.

STATEMENT OF THE PROBLEM
The purpose of this study was to investigate the effects of computer

assisted instruction (CAI) in learning economic concepts when used with
students in a community college enrolled in a course in macroeconomics. The
CAI program was designed by Kendra (1987) and consisted of tutorial and
practice/application sessions to be completed using microcomputers in a
laboratory setting. The economic concepts to be tested were: (1) production
possibilities, (2) market-equilibrium, (3) circular flow model, (4) nation . income
accounting, and (5) employment theory. These concepts are typical of the
content found in courses in macroeconomics and were central to the curriculum
and related texts used in this community college. For comparison purposes,
achievement scores of students using the CAI program were compared with
those enrolled in a "traditional" course in macroeconomics consisting of a
combination of lecture, discussion, and text readings supplemented by video
tapes and independent learning modules.

REVIEW OF LITERATURE

Educational researchers have been exploring the effectiveness of CAI
since 1970 with varying results.

Computer Simulations
Early studies by Emery and Enger (1970), Cox (1972), Wentworth and

Lewis (1972) and Chizimar, Hebert and McConney (1975) all concluded that
computer-based exercises were not effective pedagogical tools. These studies
dealt primarily with computer simulations in which the implication was that
participation in a simulation provided concrete experiences which supported
the learning of abstract economic concepts. It was hypothesized that critical
thinking based on observation of the model and its variations was expected to
lead to greater reflection and comprehension. Reinforcement from the
hands-on aspect of the simulation should also result in higher student interest
and motivation leading to more substantive learning. These expectations were
not born out by the studies.
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In his review of these earlier findings Gold (1984) suggested that the
negative results may have been due to methodological weaknesses such as

failure to properly *ntegrate the simulations into the course, and insufficient
student involvement and motivation toward the use of the CAI mates ials.

Finally, in a study at Iowa State University using microcomputers Post

(1985) found there were no significant differences between a group that used

computer simulations and a group that completed take-home assignments in

macroeconomics. (Post noted, however, that there were some gains for those
who used the microcomputer program.)

Computer Assistad Instruction (CAI)
Studies of various forms of computer assisted instruction (CAI) have also

produced mixed results. Henry and Ramsett (1978) designed a CAI teaching
information processing system at the University of North Dakota and used it in

an introductory economics course. They found that it did not result in overall
increases in learning. Low ability groups did show significant gains, however,
suggesting that CAI may be effective for such students.

Daellenbach, Schoenberger and Wehrs (1977) created a CAI program at
the University of Wisconsin in which students in an experimental group
substituted tutorial lessons, games and simulations for lecture-discussion class
periods. While the results indicated a significant improvement in analytic
ability, there was no general improvement in cognitive leamings or in affective
factors.

Siegfried and Fels (1979) concluded in their review that "CAI appears to
generate no more (or no less) cognitive achievement, but probably costs more
than conventional pedagogical methods." They suggested that computer
managed instruction (CMI), i.e. material which is mainly review (quizzes),
instant feedback and individualized instruction to students, is moderately
successful.

Studies at Community Colleges
Few studies have been done at the community college level involving

computers and the teaching of economics. While the results are generally
positive and show gains in learning economics, the research designs are weak
and the resulting conclusions must be considered suggestive at best.

In a study .... Lakeland (OH) Community College, Ross (1977) found that
by using five interactive computer simulations integrated into an introductory
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course in economics there were significant increases in economic
comprehension as measured by scores on the TUCE, and that the CAI con-
tributed to a more positive attitude toward the course. However, the study used
a weak research design and inadequate statistical analysis.

More recently, Antar (1987) reported on a study at Manchester (NH)
Community College using CAI in a microeconomics course. She concluded
after comparing two classes, only one of which used CAI, that grades were
improved when students used effective computer programs to learn economics.
This study also used a weak research design that did not control for group
differences.

Summary
Research studies have shown mixed results as to the effectiveness of

computer simulation and CAI programs. Achievement gains in economic
leanings and in analytic abilities have been reported where CAI programs are
well integrated into an existing course structure. Differential effects were also
found favoring low ability students. Many of the studies were characterized,
however, by poor research designs and limited statistical analysis.

HYPOTHESES
1. Students in a community college who use microcomputers in tutorial

and practice/application sessions that are integrated into a course structure will
perform significantly better than students who use the traditional (lecture-
discussion-text) approach on posttests designed to measure achievement in
learning certain major economics concepts.

2. There is a strong, positive correlation between student achievement in
economics and the demographic variables that describe the sample groups.

3. Prior school achievement in mathematics and reading are significant
variables in predicting student achievement in economics.

RESEARCH DESIGN AND METHOD
Setting

Cuyahoga Community College is a Imp two-year college in the midwest
with an enrollment of more than 20,000 students. The college has three
campuses spread equidistantly across a large urban county and is designed to
serve more than 2.5 million residents of a major city and its surrounding
metropolitan area

12



Subjects
The study was conducted at two of the campuses using four intact

classes of a standard macroeconomics course (N.134). Two classes that met
at 10:00 and 12:00 AM were selected from one campus and designated ex-

perimir.tal (na63) and two at the same times from another campus were desig-
nated as control (n=71). Because of the college's open-door admission/
enrollment policy, it was necessary to use intact, existing Alps rather than the
more rigorous design of random se:action of subjects and assignment to
treatment groups.

The demographic characteristics of the college as a whole are indicated
in Table 1. Generally speaking, the college serves freshman level students
(75%) who are predominantly female (61%). It is multiracial in nature and has a

median student age of 26. Some 65% are enrolled in technical or occupational
progi is and 33% are in university parallel programs.

s"able 1 also provides comparison data for the two groups used in this
study and indicates that they differ caisiderably from the total college
population. The students in the sample are generally much younger, predomi-
nantly male rather than female, full time rather than part time, and more are
sophomores rather than freshmen in comparison to the college's total
population.

Some differences were also found in the demographic composition of the

experimental and control groups. The experimental group was somewhat older

with more females and fewer part time students. Its students tended to work
fewer hours at outside jobs but had more years of working experience. No
meaningful differences were identified in prior or current GIPAs or declared
majors where slightly less than 60% of both groups considered themselves
Business Administration mclors. However, the scores on reading and math
skills in each group did show significant differences in favor of the control
group.

Instruments

Demographic, survey,

Data on 12 demographic variables was collected by a survey instrument
given to all students in the two groups. The variables included age, sex. and
several levels of employment status, college level, high school and college

13
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GPA, and college major. A copy of the demographic survey and a summary of
the responses made by each group are provided in Appendix A. Data on the
total college popu Jon was not available in the same form in the survey and
was extracted from a summary of the College's entrance application survey
(see Appendix 8).

Measures of Economic Achievement

Two measures were used to test achievement in economics learning: (1)

the nationally standardized Test of Understanding in College Economics
(TUCE), and (2) a locally prepared Economics Achievement Exam (EAE) that

was specifically designed to test the five selected concepts in macroeconomics
emphasized in this study.

The TUCE is a widely used 30 item if,strument designed specifically for

measuring the learning of economic principles in introductory courses at the
college level. It was developed by the Joint Council on Economic Education
and the American Economic Association and nonmed on the basis of scores of
over 1400 students enrolled in "Principles of Economics* courses at 36 colleges

and universities (Weidinaar and Dobson, 1972). The revised edition (1981)
was used for this study. Macro Form A was used for the pretest and Macro Form

B for the posttest. Studies using the Kuder-Richardson formula 20 indicate a

high reliability coefficient for the two forms of the TUCE. Form A is .81 and Form
B .76 with SE 2.44 and 2.46 respectively. Copies of the TUCE, Forms A and
B, and their cognitive matrices are provided in Appendix C.

The Economics Achievement Exam (EAE) was a 29 item test designed
by the researchers and geared specifically to the five concepts from
macroeconomics that were central to the college course. The items were
questionx taken or rewritten from the test bank to accompany the class text, (R.L
Miller, Economics Today, 5th ed. 1985) and designed to test at all- six levels, of
Bloom's Taxonomy. A copy of the EAE and a matrix showing the 29 test items
distributed across the five concepts and the six levels of the taxonomy is pro-
vided in Appendix D.

Measures of Prior Learning

The researchers believed that prior math and reading achievement
might act as particularly powerful variables in learning economic concepts.
Tests for both factors were used to gather data that was later used as covariates

14



and predictor variables in statistical analyses of the TUCE and EAE
achievement scores (dependent variables).

Math Achievement

Since SAT and ACT entry scores for math were not readily available and

the college's entry math tests were designed only for math course placement,

the researchers worked with members of the math department to develop a
math achievement (MATHACH) exam based on the knowledge and skills
needed in the macroeconomics course. The test contained twenty problems
and could be completed in 20 minutes. It tested basic arithmetic operations,

solving simple equations, and interpreting tabulated data and graphs with two.
variables. It was administered as a pretest measure to all students and used
later as a coverlets in the statistical analyses. A copy of the MATHACH test and

a summary of student performance data on it are included in Appendix F.

Reading Achievement

To measure reading comprehension the Nelson-Denny Reading Test,
Form D (NDREAD) was administered to all participants as a pretest measure
and used later as a covariate in the statistical analyses. The NDREAD yields

grade level and percentile scores and was standardized in 1972 with a college

sample including 11 four-year colleges (n=929) and 6 two-year colleges
(n=1018). It has a .70 Pearson correlation with the SAT and .73 with PSAT. A

copy of the NDREAD test and a summary of student performance data on it are

included in Appendix E.

RESEARCH DESIGN
Because the College's open-door admission/enrollment policy made it

impossible to randomly assign subjects and treatment groups, this.study used a

quasi-experimental research design (Campbell and Stanley, 1963). It involved

two non-random, intact groups (N=134), designated experimental (n -63) and

control (n=71), with two pre and posttest measures of the dependent variable,

and two measures of prior learning as covariates. A survey was used to gather

data on 12 demographic variables that were used to describe the sample
groups and to test possible relationships with the dependent variables.

15
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Data Analysis
pretest Data

The problem of differential selection was addressed througn careful
analysis of initial group differences.

Descriptf no statistics were calculated for all pretest variables and
examined by group.

T-tests were computed on the pretest scores of economic achievement
(PRETUCE and PREEAE) and on the covariate measures of prior learning
(MATHACH and NDREAD).

Pearson product-moment correlations were computed on each of the 12
demographic variables with the four pretest measures.

Posttest Data

Following the 10 week treatment period posttest scores were analyzed
using several different statistical tests.

T-tests were computed on the gain scores between pre and posttest
scores for each group to test the effectiveness of the treatment by group.

Analyses of variance were run on the dependent variables, POSTTUCE
AND POSTEAE to determine main effects for treatment.

To adjust posttest scores for initial differences, analyses of covariance
were run with each of the dependent variables using MATHACH, NDREAD and

{MATHACH + NDREAD} as covariates to determine the effects of treatment.
MATHACH, NDREAD and {MATHACH + NDREAD} were used as

predictor variables with the two dependent variables POSTTUCE AND
POSTEAE in step-wise multiple linear regression analyses.

Pearson product-moment correlations were run between each of the 12
demographic variables and the two posttest measures, POSTTUCE. and
POSTEAE.

Procedures
Experimental Group

The experimental treatment consisted of (1) classroom lectures and
discussions illustrated by graphic presentations of computer generated
problems, and (2) a series of seven tutorial and practice programs created for
student use on microcomputers, and developed to support in an integral
manner the teaching of macroeconomic concepts (Kendra, 1a87).

16
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During class periods the professor for the experimental group used a
portable computer and Kodak Datashow for large screen projection to generate

tabular data and graphic examples to immediately illustrate the concepts being

taught and to respond to students' questions with examples using their own
data. The program is designed to show visually the construction or intersection

of a line or curve, point by point, as data is entered, modified or deleted.

The tutorials were instructional units created to supplement and expand

the class presentation and textbook. The practice programs were interactive
and allowed students to control input variables and experiment with results as

they worked with tabulated data and produced graphic solutions. These
practice materials followed the same format as the computer generated
examples used in class. Students worked on the materials in an open
microcomputer lab at the college where tutors were regularly available to help
with computer problems. They used a special instructional manual and
program disc developed by one of the researchers. The student disc was
actually a template of the instructors program that allowed them to input
practice data sets from the manual, or to devise an infinite number of their own

examples using data they themselves generated. Special assignments were
completed and turned in to the professor after each tutorial/practice session was

completed. The same program was also used to generate test problems in
order to provide a consistent linkage between teaching, practice/application,
and testing.

Control Group,

The control group followed the "traditional" format for teaching the
microeconomics course at the community college. It consisted of classroom
lectures, discussion, readings in an assigned text, and exams. Homework
exercises using class handouts, text problems and the text's study guide were

assigned and reviewed in class. The class lectures were supplemented in
three ways: (1) independent study modules consisting of 14 audio tapes and a

workbook which was completed while listening to the tapes; (2) eight 28 minute

video tapes from the Annenberg series on Economics USA and one from the
Federal Reserve Bank; and (3) a field trip to the loCal Federal Reserve District
Bank in Cleveland.

17
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Controlling for Other Variables

Because the research design used non-random intact groups every effort
was made to control other factors related to treatment and instructor variables.
Both groups used the same text (R. L Miller,Economics Today , 5th ed., 1987),
maintained similar grading systems, coordinated syllabi, covered the same
body of content (text chapters), and emphasized those that dealt with the five
selected concepts of macroeconomics listed earlier.

Student attendance and attrition is a special problem at the community
college. Instructors frequently must give make-up exams to absentees and
about 10% of the students drop out a course for various reasons. In this study
the researchers were diligent in keeping after students to make up tests so that
there are very few cases of missing data on any of the variables. Overall
mortality was also very low. Nine cases were lost during the study (N.125); four
in the experimental group (n59) and five in the control group (n2.66).

RESULTS
Pretest Data

Analyses of pretest data indicated that the two groups were not alike and
were significantly different on several variables. Indeed, though the sample
groups are from two campuses of the same college, the data suggest strongly
that they may indeed be two separate populations.

Demographic data is summarized for both groups in Table 1. The ex-
perimental group was somewhat older, with more females and fewer part time
students. Its students tended to work fewer hours at outside jobs, but had more
years of working experience. No meaningful differences were identified in prior
or current GPAs or declared majors where slightly less than 60% of both groups
considered themselves Business Administration majors.

As shown in Table 2, the groups differed on the mean scores of all
pretest variables. The experimental group had lower means on the two pretest
measures of economic achievement (PRETUCE and PREEAE), and also on the
two measures of prior learning in mathematics and reading (MATHACH and
NDREAD). These mean differences are shown to be significant on the t-tests of
all four premeasures (p.<.0001) as shown in Table 4.

Despite the assumptions frequently made about the relationship of
demographic variables to student outcomes, none of the tweiva variables
surveyed showed a strong correlation with any of the pretest measures. As
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shown in Table 5, ail correlations were less than .30,many were negative, and
only three were significant (p <.05). Stated simply, age, sex, employment,
degree status, college major and GPAs (including college and high school gpa)

have only a minimal relationship to measures of achievement in economics for

these two samples ot.community college students.

Posttest Data
Following the 10 week treatment period, post test scores were analyzed

using several different statistical tests to try to examine more closely the main

effects for treatment between groups.

Realizing that the two groups were distinctly different, t-tests were
computed on gain scores between the pre and posttest measures for each
group. As shown in Table 6 the control group gained significantly more than the

experimental group on both the TUCE and EAE (pii<.0001). Indeed, the ex-
perimental group showed a slight loss on the TUCE (-0.105) following the
treatment.

The same general results were observed when the two variables related

to prior learning, MATHACH and NDREAD, were used as covariates with each

of the posttest measures, POSTTUCE and POSTEAE. As shown in Tables 7, 8,

9 and 10 the control group scores were significantly different from those in the

experimental group (pui<.0001), even when the pretest scores were adjusted for

the prior differences in math and reading abilities. Similar results favoring the

control group (p=<.0001) were found when the covariates were combined as
shown in Tables 11 and 12.

The importance of prior learning in mathematics and reading was
demonstrated very clearly in Tables 13 and 14 where MATHACH and NDREAD

scores were used as predictor variables in multiple regression analyses upon
the measures of economic learning, POSTTUCE and POSTEAE. Both van-
ables were significant (p<ii.001) in the step-wise regression equations and
produced moderately strong multiple correlations with the dependent variables.

NDREAD MATHACH

POSTTUCE .457 .530

POSTEAE .552 .628

Even stronger, highly significant correlations (p<.0001) were obtained using the

Pearson product-moment method as shown in Table 3, suggesting clearly the
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importance of prior skills in reading and mathematics.

ND READ MATHACH [Ma lh + ND READ]

POSTTUCE .588 .610 .619

POSTEAE .720 .736 .753

In contrast, none of the 12 demographic variables demonstrated any
predictive power on either of the postmeasures as shown in Tables 15 and 16.
Not a single variable was entered into either step-wise regression equation.
This only serves to confirm the earlier data from the pretest analyses, that this
set of demographic variables is not related to measures of learning in.
economics for this sample of community college students, nor do any of them
have any predictive value, unlike the MATHACH and NDREAD which do.

CONCLUSIONS

The data analysis and results reported above suggest several conclusions.
One area deals with improving the research design; the other deals with several
factors related to the broader environmental context of the study.

Research Design
The research design used did not prove to be an adequate test of the use

of computers as a teaching method in economics in the community college.
The fact that the campus on which the experimental program was used proved
to be so distinctly different from the control group campus, suggests that a
different design was needed. In follow-up studies to be conducted in 1988-89
we shall use both treatments at both campuses, and attempt to add additional
faculty to moderate the influence of the instructor variable. Furthermore, we
shall consider each campus as a separate population with its own.
characteristics and not attempt to make comparisons at,ross the two groups, but
only between treatment groups on the same campus. Lastly, because math and
reading abilities seem to be such powerful factors, we shall use a blocked
design on each of these variables to re-analyze present data, and that obtained
next year, to study more closely the differential impact of the treatment on low
and high achievers. It is important to know if earlier results obtained by Henry
and Ramsett (1978) that CAI tended to be effective with low ability students can
be replicated.
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Environmental Factors
Several other factors related to the broader environmental context may

also have had some impact upon this study. These include: (1) students'
general unfamiliarity with microcomputers, (2) aversive effects of "excessive
testing", and (3) organizational problems in scheduling class and computer lab

time that is convenient for working students.

The instructors reported that some students had very limited knowledge

of microcomputers, were afraid to use them, and that some were I boentful and

even hostile that microcomputers were being used as a component of the
course. Despite the widespread use of computers in elementary and secondary

schools today, there appears to be a sufficiently large segment in the
community college population who are not a part of the "computer generation"

and who apparently do not want to bel In a community college with an open-

door admission/enrollment policy, this observation has serious implications for

the counselling of students.

It also appeared that there might have been "excessive testing" in a short

10 week quarter; testing that didn't always "count" toward the final grade. There

were seven "tests" that students took: pre and posttests on TUCE and EAE,
math and reading .achievement measures,.and a demographic survey. Some
students complained that it was "excessive and unnecessary". The instructors

observed that some students made little effort in completing the POSTTUCE
and simply marked answers randomly "just to get out," a factor which may
account for the declines in some TUCE scores. If background data such as
MATHACH and NDREAD scores were readily available on all students, then the

scores could be obtained from college records and used as covert measures,

rather than require additional testing during class time.

Lastly, administrators must address the problem of scheduling sufficient

and convenient amounts of lab time for microcomputers for students who work a

large number of hours per week. Course schedules may need to be
'reexamined to provide either large blocks of time for a combination of lecture

and application work, or a sufficient number of open lab hours must be provided

for those courses other than computer studies that are now beginning to use
computers as an essential component of the teaching process.

1**
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Table 4 T-Tests Comparing Experimental and
Control Groups on All Six Scores.
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Table 5 Pearson Correlation Coefficient on All
Scores with Demographic Variables.
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Table: 6 T-Tests Comparing Experimental and
Control Groups on Gain-Scores.
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Table 7 Analysis of Covariance
POSTTUCE WITH MATH ACHIEVEMENT
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Table 8. Analysis of Covariance
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Table 9 Analysis of Covariance
POST-EAE WITH MATH ACHIEVEMENT

SOURCE OF VARIATION
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Table 10 Analysis of Covariance
POST-EAE WITH NELSON-DENNY READING
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Table .11 Analysis_of Covariance
POST-TUCE WITH (MATH ACHIEVEMENT
AND NELSON-DENNY READING)
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Table 12 Analysis of Covariande
POST-EAE WITH (MATH ACHIEVEMENT
AND NELSON-DENNY READING)

!I'
F CF i

53.436 .252

S3ORCE OF VARIATION

CUAGIATES
-4-1-!4!--,

-Of vE .
SOUtUSvGES OF S2.14gE

11346500 2 v0.254
NO4E45 r.3;r1-----"1-1-rtf1'-`ftl".'1-7'.11:1---42,6037 1 417.337 40.14C .0c:

PAZ% EFFECTS
4t 44 9!3 1 4i43.53341 42.022 .02Z

4.141.--V.TIrr--(MAME, 13!:.541 3 526.547 49.645 60SC
Rc$1,40

1-14e-gh-71f.tf--1÷4 -11-.1t1.

TOTAL 279C.33S :17 23.249

1g CASES WERE PAC:ESSE:.
17 :A$ES (1).6 PEI/ MEE 14ISEIN6.

414SN0 Atsh s 14.12 t:JUSTED gZR
IV:Egi:N2E\TS

O'atjltTC2---4-'201=1111:/ttVAVIAbLE CATEGORY I OEV'% ETg :EV". gETA
69.2

.7:7---------111--C41111 c
1 EAMENTAL i4 -2.64 -2.59

.E? .49----entettt (-4-91-Jetv3 !.7.t.OWL, ME A
.7'3

34



Table 13 Multiple Regression Analysis on
Post-Tuce with Math Achievement
and Nelson -Denny Reading as Pre-
dictors.
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Multiple Regression Analysis on
Post-EAE with Math Achievement
and Nelson-Denny Reading as Pre-
dictors.
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Table 15 Multiple Regression Analysis with
12 Demographic Variables as Pre-
dictors.
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Table 16 Multiple Regression Analysis with
Post-EAE as Predictor.
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Appendix A

Demographic Information

.-

0.

4- t- 14- .00 0 0 4.) DIRECTIONS: Read each question and choose the answer which best describes,,

e
L. wx L

e
. you. Mark the corresponding answer on the standardized answe

E
.2,, .o sheet.
=Z Z

1. How old are you?

39 51 a. 22 or younger

10 12 b. 23 - 28

15 6 c. 29 :- 40

1 1 d. 41 - 55

0 0 e. 56 or older

2. What is your sex?
34 43 a. male
31 27 b. female

3. How many college credit hours are you currently enrolled in?
1 1 a. 1 - 4

22 18 b. 5 - 11
32 40 c. 12 - 15
10 11 d. 16 and over

4. Are you employed currently in an income earning capacity?
47 53 a. Yes
17 17 b. No

5. If you are unployed, what is the approximate average number of hours
you expect to work each week this quarter?

6 3 a. 1 - 10

16 17 b. 11 - 20

25 38 c. 21 - 40

8 d. 41 or more

10 11 No answer
6. How many quarter hours of college credit have you completed?

(Convert any semester hours on the basis of une semester hour equals 1

quarter 'ours).

30 36 a. 1 - 45

28 29 b. 46 - 93

7 5 c. 94 or greater

7. Indicate the highest of the following degrees which you hold.

3 3 a. Associate
3 2 b. Bachelor's
0 1 c. Master's
0 0 d. Doctorate
58 64 e. none of the above

8. Approximately how many years have you worked both full and/or part -tirr
27 44 a. 1 - 5
19 17 b. 6 - 10
13 6 c. 11 - 20
5 0 d. 21 or over
0 3 no answer
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9. What is your current grade point average at this college?

21 18 a. 3.3 to 4.00
20 24 b. 2.6 to 3.29
21 20 c. 1.8 to 2.59

1 5 d. 1.0 to 1.79
0 2 e. below 1.0
2 1 no answer

19. If you have attended college elsewhere, what was your grade point average)
based on a four point scale?

12 5 a. 3.3 to 4.00
8 b b. 2.6 to 3.29

23 12 c. 1.8 to 2.59
9 2 d. 1.0 to 1.79
2 6 e. below 1.0
12 37 no answer

11. What was your grade point average in high school based on a four point nisi
12 21 a. 3.3 to 4.00

32 27 b. 2.6 to 3.29

19 19 c. 1.8 to 2.59
2 2 d. 1.0 to 1.79

0 1 e. below 1.0

12. What is your major area of study?
40 41 a. business
6 8 b. science And/or math
3 4 c. technical studies
1 3 d. social sciences

15 14 e. none of those mentioned or undecided

Appendix A - continued

page 2
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Appendix B

Key to Computerized Sort of
Demographic and Testing Data

1. HOWOLD = How old are you?

a = 0 (22 or younger)
b,c,d,e = 1 (23 or older)

2. WHATSEX = What is your sex?

a =0 (malo)

b = 1 (female)

3. COLCRHR = How many college credit hours are you currently taking?

a,b = 0 ( 1 to 11 is part-time)
c,d = 1 (12 and over is full-time)

4. EMPLOY = Are you employed?

a = 0 (Yes)

b = 1 (No)

5. HRSWORK = The average number of hours worked each week.

a,b = 0 (1 through 20 considered lighter load)
c,d = 1 (21 or more is considered heavy load)

6. FRMSOPH = What is the number of credit hours completed to date?

a = 0 ( 1 to 45 credit hours is freshman status)
b,c = 1 ( 46 or more is sophmore or higher)

7. HIDEGRE = Highest college degree held.

a,b,c,d = 0 (Associate degree or higher)
e = 1 (nonchgree holder)

8. YRSWORK = How many years have you worked?

a = 0 (1 through 5 years)
b,c,d = 1 (6 or more years)

9. CURGPA = What is your current college grade point average?

a,b = 0 (2.6 through 4.0 - low risk)
c,d = 1 (below 2.6 - high risk)

10. OTHGPA = Grade point averages at other colleges.

a,b 0 (2.6 through 4.0 - general transfer)
c,d 1 (below 2.6 - problem transfer)

11. HSGPA What was your high school grade point average?

a,b 0 (2.6 through 4.0 - low risk)
c,d 1 (below 2.6 - high risk)

12. COMAJOR What is your major area of study?

a 0 (business major)
b 1 (other major or no major)
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Appendix B - continued

PRETUCE = This is the first administration of the Test of Understanding of College Economie4.

PREEAE = This is the first administration of the economics achievement exam.

MATHACH = This is the math achievement exam.

NDREAD = This is the Nelson-Denny reading comprehension exam.

POSTUCE = This is the second administration of the Test of Understanding of College
Economics.

POSTEAE = This is the second administration of the economic achievement exam.
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REVISED TEST OF
UNDERSTANDING

COLLEGE ECONOMICS
MACRG . FORM A

/ . .4 -
MAKE NO MARKS IN THIS BOOKLET. MARK YOUR ANSWERS ON THE ANSWER SHEET
PROVIDED. USE PENCIL ONLY. DO NOT USE A BALL POINT PEN.

MACRO FORM A

4EMMIII

I. Which of the following would be :egarded by economists as -investment" as that term is used in national

income analysis?

A. the purchase of a corporate bond
B. the purchase of an existing house
C. the construction of a new factory
D. the deposit of savings in a commercial bank

2. The economy is in recession and one of the congressional committees is holding a hearing to get ideas

about what ought to be done. One of the witnesseseconomist Smithsays that Congress ought to cut

ta..es. while another witness economist Jones- says Congress ought to keep taxes the same. but author-

ize increases in government expenditures.

Which of the following best interprets this situation?

A. Smith and Jones obviously don't .tubscribe to the same theory as to how the level of GNP is deter-

mined by the level of aggregate demand.
B. If Congress follows Smith's advice the effect on unemployment will be the opposite from the effect of

following Jones' advice.
C. Either of these policies would raise employment, but Smith's suggestion will raise consumption ex-

penditures while Jones' wil: not.
D. The main difference between Smith and Jones concerns the relative desirability of private expendi-

tures versus government expenditures.

I: .14 4

041144.144..00
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Directions

1. Do not open this test booklet until you are told to do so.

2. Make no marks on this test booklet. Use a pencil to mark your answers on a separate
answer sheet. Do not use a ballpoint pen.

3. Enter the information requested on the separate answer sheet before beginning the
test. Remember: use a pencil: do not use a ballpoint pen.

4. This test consists of 30 questions or incomplete statements. for each of which you are
to select the one best answer. In marking your answers on the separate answer sheet:

Make heavy black marks that will fill the answer space completely.

Erase cleanly any answers you wish to change.

Make no stray marks on the answer sheet.

5. Hand in both this test booklet and your separate answer sheet after you have marked
your answer to all 30 questions.
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3. individuals will generally want to hold larger money balances it:

A. interest rates and income both fall.
B. interest rates and income both rise.

C. interest rates fall and. income rises.

D. interest rates -rise and income falls.

4. "Unemployment last month was 3.6%. of the work force, a slight reduction from the previous month. For

the past fifteen months, unemployment has been under 4% of the work force. Consumer prices last month

increased by one-tenth of a percent a total gain of I% over the level of one year ago. Total production of

goods and services is projected to be Ri higher this year than it was in the precious year."

Which of the following policies would be most appropriate?

A. rellana: on existing atItOtIlatiC economic stahililers

B. an increase in both personal and corporate income taxes

C. the introduction of additional corporate tax incentives designed to encourage insestment

D. minimum wage legislation to increase the basic pay and expand the number of workers covered by

minimum wages

5. Over the past 100 years in the United States, the average number of hours worked per week hasdeclined.

while both money wages and real wages have continued to rise. What factor is primarily responsible for

the trend in hours worked and in real wages?

A. reduced unemployment
B. reduced profit margins
C. increased transfer payments
D. increased output per hour worked

6. Inflation will be more difficult for the monetary authorities to contain if most people expect a rapidly

rising price level. because:

A. the velocity of circulation tends to fall when the public anticipates inflation.

B. sellers raise their prices with no regard for demand when their costs have risen.

C. expectations of rapid inflation reduce the opportunity cost of holding money.

D. expectations of rapid inflation reduce the public's willingness to hold money balances.

7. Assume that between 1972 and 19°2 GNP in a certain economy increases from SI trillion to S2 trillion,

and the appropriate index of prices increases item 100 to 200.

Which of the following expresses GNP for 1982 in terms of 1972 prices?

A. S1/2 trillion
B. SI trillion
C. S2 trillion
D. S4 trillion

8. "... the more people there are in a country. the richer its people ought to be because of the advantage of

division of labor."

Which of the following economic principles throws serious doubt on the quotation?

A. value added
B. comparative advantage
C. marginal propensity to consume
D. diminishing marginal productivity

9. What is one economic difference between increasing federal purchase of goodsand services at a time when

unemployment is at 10 percent and at a time when unemployment is at 5 percent?

.49

(2)
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A. At 10 percent unemployment. it is more likely that the programs would be possible without asacrifice
of private goods.

B. At 5 percent unemployment. it is more likely that the programs would be possible without a sacrifice
of private goods.

C At 10 percent unemployment. the programs are more likely to influence prices than real output.
D. At 5 percent unemployment. the programs are more likely to influence real output than prices.

10. Other things being equal, which of the following policies is likely to be the most effective in correcting a
nation's balance-of-payments deficit due to an excess of merchandise imports over merchandise exports?

A. exchange rate appreciation and domestic recession
B. exchange rate appreciation and domestic inflation
C. exchange rate depreciation and domestic recexsion

- D. exchange rate depreciation and domestic inflation
. .

II. "Because of rapidly rising national defense expenditures. it is anticipated that Country A will experience a
price inflation unless measures are taken to restrict the growth of aggregate private demand. Specifically.
the government is considering either (1) increasing personal income tax rates. or (2) introducing a very

. tight monetary policy."

If the government of Country A wishes to minimize the adverse effect of its anti-inflationary policies on
economic growth. it should:

A. use the tight money policy because it restricts consumption expenditures more than investment.
B. use the personal income tax increase because it restricts consumption expenditures more than invest-

ment.
C. use the tight money policy because the tax increase would restrict investment more than it restricts

consumption expenditures.
D. use either the tight money policy or the personal income tax rate increase because both depress invest-

ment equally.

12. In today's "fractional reserve" banking system in the United States. the reserve requirements imposed on
commercial banks:

A. are becoming obsolete because actual reserves greLtly exceed the requirements.
B. are essentially averages of the amounts needed to meet the public's demands in good times and bad.
C. are in excess of what is normally needed, in case people become uneasy over the safety of their bank

deposits.
D. are primaril: intended to set a limit on the total money supply rather than to serve as protection

against bank runs.

!?. An increase in aggregate demand would tend to result from a government reduction in:

A. tax rates.
B. transfer payments.
C. the fiscal deficit.
D. purchases of goods and services.

14. Suppose that the U.S. conuracrziai banking system holds SI billion in excess reserves. and that the banks
want to keep SO.5 billion in excess reserves. If the required reserve ratio is 20%. aad other things remain
constant. what is the limit to demand deposit expansion in the system?

A. S0.5 billion
B. S2.0 billion
C. S2.5 billion
D. $5.0 billion

MACHO FORM A
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20. The central bank raisedthe discount rate it charged on loans to commercial banks. A critic who believed
that market rates of interest should be kept low said that the central bank should instead have increased
the legally required reserve ratios of the commercial banks. Which of the following is true of the criticism?

A. It is self-ecntradictory.
B. It is based on correct economic analysis.
C. It confuses interest rates with discount rates.
D. It confuses monetary policy with fiscal policy.'

21. "If the value of output in an industry increases by 4% per year. and workers receive a wage increase of 4%
per year. then nothing is left for increasing the compensation of other factors of production."

Which one of the following best describes this quotation?

A. It is essentially correct.
B. It is incorrect because it confuses income with output.
C. It is incorrect because wages are less than 100% of total factor payments.
r). It is incorrect because the increase in wages actually reduces the real income of all other factors of

production.

22. Assuming that other things remain unchanged. an autonomous increasein government expenditures has
an effect upon the Gross National Product (GNP) similar to that of:

A. an increase in taxes. C. an induced decline in consumer spending.
B. an increase in productive capacity. D. an autonomous increase in private investment.

23. Does the tendency for federal tax receipts to drop in recessions and increase in booms make economic
fluctuations greater or smaller? Why?

A. Greater. because it reduces the effect of the "built-in stabilizers."
B. Greater. because it increases and decreases people's spending power at just the wrong time.
C. Smaller. because it increases and decreases people's spending power at just the right time.
D. SI WIWI% because it forces the government to increase and decrease tax rates at just the right time.

24. "When the Federal Reserve puts up interest rates. one of the must severe effects is that interest costs of
home mortgages go up. which drives up the aggregate price of housing. It would make more sense to de-
crease bank reserve requirements for housing loans. while increasing reserve requirements for other loans.
thus making it attractive for banks to channel proportionally more capital into housing construction."

Is the last sentence of the quotation based on a correct understanding of the powers and functions of the
Federal Reserve? Why or why not?

A. Yes. because changing the reserve requirements for housing loans is the method the Federal Reserve
uses to change interest rates on mortgages.

B. No. because the Federal Reserve System imposes legal reserve requirements on bank deposits, not on
loans.

C. Yes, because member banks allocate credit to different classes of borrowers according to reserve re-
quirements on different kinds of loans.

D. No. because the Federal Reserve imposes the same legal reserve requirement on all loans of whatever
type.

25. Fiscal policy advisor Jones wants to increase aggregate demand while monetary policy advisor Smith
wants to reduce aggregate derrnme Which of the following combinations of fiscal and monetary policic.
would the conflicting pc:icy advisors zuggest?

A. The government decreases tans: the Federal Reserve buys bonds in the open market.
B. The government decreases taxes: the Federal Reserve sells bonds in the open market.
C. The government decreases transfer payments: the Federal Reserve increases the reserve requirement.
D. The government decreases taxes and governmental spending by the same amount: the Federal Re-

serve increases the discount rate.

MACRO FORM A
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20. The central bank raised'the discount rate it charged on loans to commercial banks. A critic who believed
that market rates of interest should be kept low said that the central bank should instead have increased
the legally required reserve ratios of the commercial banks. Which of the following is true of the criticism?

A. It is self - contradictory.
B. It is based on correct economic analysis.
C. It confuses interest rates with discount rates.
D. It confuses monetary policy with focal policy.'

21. If the value of output in an industry increases by 4% per year. and workers receive a wage increase of 4%
per year. then nothing is left for increasing the compensation of other factors of production."

Which one of the following best describes this quotation?

A. It is essentially correct.
B. It is incorrect because it confuses income with output.
C. It is incorrect because wages are less than 100% of total factor payments.
f). it is incorrect because the increase in wages actually reduces the real income of all other factors of

production.

22. Assuming that other things remain unchanged. an autonomous increase in government expenditures has
an effect upon the Gross National Product (GNP) similar to that of:

A. an increase in taxes. C. an induced decline in consumer spending.
B. an increase in productive capacity. D. an autonomous increase in private investment.

23. Does the tendency for federal tat receipts to drop in recessions and increase in booms make economic
fluctuations greater or smaller? Why?

A. Greater. because it reduces the effect of the "built -in stabilizers."
B. Greater. because it increases and decreases people's spending power at just the wrong time.
C. Smaller. because it increases and decreases people's spending power at just the right time.
D. Smaller. because it forces the government to increase and decrease tax rates at just the right time.

24. "When the Federal Reserve puts up interest rates. one of the most severe effects is that interest costs of
home mortgages go up. which drives up the aggregate price of housing. It would make more sense to de-
crease bank reserve requirements for housing loans. while increasing reserve requirements for other loans.
thus making it attractive for banks to channel proportionally more capital into housing construction."

Is the last sentence of the quotation based on a correct understanding of the powers and functions of the
Federal Reserve? Why or why not?

A. Yes. because changing the reserve requirements for housing loans is the method the Federal Reserve
uses to change interest rates on mortgages.

B. No. because the Federal Reserve System imposes legal reserve requirements on bank deposits, not on
loans.

C. Yes. because member banks allocate credit to different classes of borrowers according to reserve re-
quirements on different kinds of loans.

D. No. because the Federal Reserve imposes the same legal reserve requirement on all loans of whatever
type.

25. Flue policy advisor Jones wants to increase aggregate demand while monetary policy advisor Smith
wants to reduce aggregate danzne Which of the following combinations of fiscal and monetary politic..
would the conflicting pc:icy advisors ztaggest?

A. The government decreases taxa: the Federal Reserve buys bonds in the open market.
B. The government decreases taxes: the Federal Reserve sells bonds in the open market.
C. The government decreases transfer payments: the Federal Reserve increases the reserve requirement.
D. The government decreases taxes and governmental spending by the same amount: the Federal Re-

serve increases the discount rate.
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f 26. "The more money there is in the economy. the more people spend. The more people spend. the higher is
national income. Therefore, the greater the supply cf money. the better off people are."

Is the quotation most likely to be correct or incorrect? Why?

A. Correct. because an ;name in spending leads to an increase in real income.
B. Incorrect, because toll income is limited by the economy's capacity to produce.
C. Correct. because the amocnt of money in the economy determines how well off people are.
D. Incorrect, because more money in the economy does not usually lead to more spending.

27. Given that two of the goals of economic policy are growth of output and sr ble prices, increased taxes
is the preferred method of financing government expenditures when:

A. the interest rate is low.
B. corporate profits are low.
C. the economy is experiencing inflation.
D. laoor's share of national income is high.

28. Education is sometimes called "investment in human carder' Is this usage valid? Why?

A. Yes. Education and productive equipment boat raise productivity. and an opportunity cost must be
paid before productivity rises.

B. No. The essence of capital is the i. imbility of tangible physical machinery and equipment. Education
is an intangible service. and services do not have durability.

C. Yes. Education reduces the ratio of labor force to total population in exactly the same way that em-
ployment of capital goods does.

D. No. Unlike capital goods and equipment. much education is directed toward the enrichment of life and
other social goals. rather than toward higher economic productivity.

29. "Unit sales of durable goods last month were unprecedented. Recent price rises have lifted indexes toward
the highest level of the century. Average wholesale price increases have been in excess of I% a month
during the past year. Unit wage costs. as a result of soaring w ge rates without equal gains in productivity,
are S% higher for durable goods now than in the third quarter of last yzar, and 4% higher for nondurable
goods. Unemployment is not a real problem at this time."

Which of the following policies would be most appropriate?

A. purchase of securities by the Federal Reserve banks
B. increase of the reserve requirements of commercial banks
C. imposing of price ceilings on sales made by wholesale establishments
D. lengthening of the maximum repayment period on installment credit for purchases of consumer goods

30. "Personal inr"me. retail sales, and industrial production were all hitting new peaks during the first
quarter of this year. The nation's total output of goods and services was rising fast (up 2.4% in the first
quarter. alone, over the final quarter of last year). The consumer price index stands exactly where it stood
when the recovery wssurge started. The rite of unemployment, seasonally adjusted, rose from 8% of the
labor force, where it has stood so far this year, to &I% !cast month."

Which of the following policies would be most appropriate?

A. reducing taxes on personal and corporate income
B. selling securities by the Federal Reserve banks
C. raising the reserve requirements . ' commercial banks
D. increasing the discount rate which the Federal Reserve charges commercial banks

(6)
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Appendix C -, continued

TEST ITEM MATRIX

MACRO FORM A

Content Categories

Cognitive Categories

No. of
Questions

Recognition &
Understanding

Explicit
Application

Implicit
Application

A. Measuring Aggregate Economic Performance 1 7, 15 21X 4

B Aggregate Supply, Productive Capacity, and Economic Growth 5, 28 8X, 26 11X 5

C. Income and Expenditure Approach to Aggregate Demand and
Fiscal Policy

13, 22, 23, 27 9 2X, 19 7

D. Monetary Approach to Aggregate Demand and Monetary Policy 12, 17, 24X
p

3, 6, 14 20X 7

E. Policy Combimlions and Practical Problems of Stabilization Policy 10 '5 4X, 16X, 18X,
29X, 30X

7

No. of Oueshons 10 10 10 30



' x C con t i n

I. 'fan economy's stock of privately-owned capital goods is greater at the end of theye it tht.n it was at the
oeginning, then over this period it must be true that:

A. net private domestic investment is positive.
B. depreciation exceeds net private domestic investment.

. C. depreciation exceeds gross private domestic investment.
D. net private domestic investment exceeds gross private domestic investment.

. . .

QUESTIONS 2 AND 3 ARE BASED ON THE FOLLOWING QUOTATION:
. : .

'Arguing for import restraints that were allegedly destinedto heat up inflation placed us in a difficult position.
We would point out that lost jobs meant lost taxes, an increase in unemployment and welfare benefits, and the
start of a 'ripple effect' that could swell into a wave that could wipe out the economies of whole communities.
However, all too often these arguments did not weigh as heavily in the Presidential scales as the fear of infla-
tion.*

2. What economic concept or principle is most similar to the "ripple effete" described in the quotation?

A. multiplier
B. value added
C. capital widening
D. quantity theory of money

3. The quotation is mainly concerned with jobs in American industries that compete with imports. ignoring
American industries that sell abroad. If other countries do not retaliate against our import restraints.
which of the following best describes the effect of restricting imports into this country on jobs in Ameri-
can export industries? Whv?

A. There would be virtually no effect on jobs in export industries because such industries are not affected
by import restraints.

B. Jobs in export industries would be reduced because of the "ripple effect" from import-competing
industries.

.C. Jobs in export industries would be increased because fryer imports mean depreciation of foreign
currencies relative to the dollar and more American exports.

D. Jobs in export industries would be reduced because fewer imports mean depreciation of foreign
currer.cits relative to the dollar and less American exports.

4. If people suddenly shift touch of their cash to their checking accounts rather than keeping it in their
pockets or at home, we an infer that the demand for money:

A. has increased.
B. has decreased.
C. has changed. but we really don't know in what direction.
D. hasn't changed, but the composition of money balances has changed.

MACRO MIA a
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11111111.

S. !f total demand declines relative to the productive capacity of the economy, which of the following is most

likely to occur?

A. inflation
B. increased employment
C. a slower growth rate
D. a government budgetary 'urplus

6. The ',est way of stating the relation between the law of diminishing returns" 14= diminishing marginal
product) and the role of technological change. is:

A. if the law were true. there could be no technological change.
B. if the law were true. there could be technological change. but it would not raise overall productivity.
C. if there is technological change. the law's effects are postponed. but the law is still valid.
D if there is technological change, the law is backwardsthere are increasing marginal returns.

7. If a firm buys SI.000.000 worth of raw materials, pays wages and salaries of 5500.000. rent of SIOO.C30. in-
terest and dividends of 5100.000. and sells its output for 52.000.000he contribution of this firm toGross

National Product (: value added) is:

A. S 700,000.
B. SI,090.000.
C. $1.700.000.
D. $2.000.000.

8. If everyone correctly anticipated the rate of inflation. how would the rate of inflation compare with the
rate of interest on loans without risk?

A. The interest fete would be higher.
B. The inflation rate would be higher.
C. There would be no difference between the two.
D. Sometimes one woad be higher, sometimes the other.

9. 1 have pledged myself to my constituents to do everything in my power to reduce the federal govern-
ment's debt. This means a budget surplus every year until our goal '-s been reached. It means reducing
federal expenditures and. if necessary, increasing tax rates. Under present circumstances of full employ-
ment and steady prices, we can afford to bear the burden of debt ourselves instead of passing the burden
on to our children and grandchildren."

If the expressed wishes of the Congressman quoted were attained. what changes could be expected in the
future (assuming other things remain the same)?

I. increased rates of economic growth

U. increased unemployment and idle capacity

A. I only
B. II only
C. both I and II
D. neither I nor II

10. Most demand deposits (checking accounts) in the U.S. commercial banking system origins e through:

A. increases in the stock of monetary pld. .

B. increases of loans and investments by banks.
C. deposits or currency in banks by individuals.
D. extensions of credit to customers by banks and business firms.
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11. "Consimers' eagerness to buy durable goods, such as cars and houses, in advance of expected price in-
creases has resulted in an increase in interest :aces because those items frequently require financing."

It follows from this statement th..t:

L Inflationary exprtations increase the demand for loanable funds.

II. Bond prices will be driven up by consumers trying to borrow money to finance purchases.
c - ,

A. I only
B. II only
C both I and 11
D. neither I nor II

12. 'Lilt month new highs were reached both in industrial employment and industrial wages. Unemploy-
ment is at its lowest mark in years only slightly over 4% of the work force. In the week just ended. steel pro-
duction reached the highest mart in history. The latest reported increase in the cost of living, with prices
up 1.4% in the month, was slightly higher than the average increase for the past eight months."

Which of the follow:Ag policies would be the most appropriate?

A. purchase of tentrities by the Federal Reserve banks
B. lower taxes for corporations that increase investment
C. an across-the-board increase in personal income taxes
D. increase of the maximum period unemployed workers may draw unemployment compensation

13. A Congressman worried about the effects of :nflation on tr e working person, was quoted as saying "the
way to beat inflation is to have the government lower taxes so people can afford the prices." This state-
ment is most likely to be:

A. correct, since by lowering taxes, the effects of inflation would be offset and pecple could afford to

Pay WSW Rim&
B. incorrect, because decreasing taxes would enable government to increase spending, which would

lower the price leveL
C. correct, because decreasing taxes would have a Multiplier effect on the equilibrium level of gross

national product and consequently act to increase employment.
D. incorrect, since a reduction in taxes would increase aggregate demand without necessarily increasing

output and would result in more inflation.

14. "On the whole, statistics show that the velocity of money is high when the interest rate is high."

TIC Cut related in this quotation is most nearly consistent with the idea that:

A. banks "ration credit."
B. mpati growth in GNP occurs when velocity is high.
C. velocity goes up when the supply of money goes up.
D. the interest rate is a measure of the cost of holding money balances.

15. A large government debt may be inflationary if

A. the value of the debt is in excess of 50 percent of the nation's GNP.
A. businessmen become so concerned about the debt that they tut back investment expenditures.
C the government attempts to liquidate the debt rapidly by increasing tax rates and cutting back govern-

ment expenditures.
D. the debt induces the nation's central bank to maintain low interest rates when a more restrictive

monetary policy is appropriate.

MACRO FORM III ( 3 )
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16. "Unemployment last month. at 7.596 of the work force, continued to be unduly high. Further rounds of

price increases in the steel industry are expected to intensify the trend of increasing wholesale and retail

prices experienced during the past eighteen months. The rate of expansion in output of goods and

services in the U.S. has for the past three years been below the thirty-year average."

Whith of the following policies would tend to help improve the ccuntouisii iiiiiagars ougize. Zbove

L Additional federal tax reductions for funs which invest in new plant and equipment.

IL A change in federal government purchasing practices to reward firms and industies showing restraint

in price increases.

A. I only
B. 11 only
C both 1 and H
D. neither I nor 11

17. During a period of economic stagnation. Congress passes a tax cut while the monetarl authorities hold

the money supply constant. How would the resulting change in gross national product (GNP) be related

to the velocity of circulation of mono; (V)?

A. GNP would increase provided V rises.
B. GNP would increase provided V falls.
C. GNP would not respond to the tax cut regardless of whether V goes up or down.

D. GNP would increase by an amount equal to he tax cut times the multiplier regardless of whether V

goes up or down.

18. If the economy is operating at full capacity, which one of the following policies would NOT be appropri-

ate to increase the rate of economic growth?

A. developing technology and managerial ability
3. encouraging an increase in personal consumption
C. improving the skill and knowledge of people through increased education

D. encouraging an increase of private savings and investment in capital goods and equipment

19. The relation between an autonomous increase in government spending on goods and services, and an

autonomous increase in private investment spending, is that:

A. they have similar effects on aggregate demand.
B. they have similar effects stn aggregate supply.
C. private investment must equal saving: government spending must equal taxes.

D. private investment has a "multiplier" effect, but government spending does not.

20. Which of the following monetary policies would be most effective in combating inflation?

A. Reduce the discount rate.
B. Sell government, securities on the open market.
C. Lower margin requirements on security purchases.
D. Reduce the reserve requirements of commercial banks.

21. U the Ft...end Reserve supports the price of government bonds by buying them whenever their prices tend

to drop, the effect of this policy will be to

A.' reduce inflation by keeping interest rates high.
B. keep interest rates low and expand bank reserves.
C. make it much more difficult for banks to obtain reserves.
D. make Treasury refinancing of the public debt much more difficult

(4) co
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22. V 'hich of the following would most likely result if the federal government increased its spending without
increasing its tax revenues during a period of full employment?

A. A recession
B. An inflation . .

, C A reductima in interest-rates 4 J.4141-1esi :

D. A decrease in the national debt
- ive." ..-: . ...iutrir:e 4.40. A'_gA . . .

23. What can you conclude if the increase in nominal GNP is greater than the increase in real GNP during
the same year?

Real GNP has increased while prices, have risen.
B. Rind GNP has increased while prices have fallen.
C Nominal GNP has increased while prices have fallen.
D. Nominal GNP has increased while prices have remained constant.

et

24. The limit of an economy's total productive capacity at any given time is set by:

A. the amount of money in circulation.
B. government regulations and spending.
C. butiness demand for goods and services.
D. the quantity and quality of its productive resources.

25. If acute inflation were occurring in a relatively full employment economy, appropriate and consistent
government policies might involve a combination of:

A. a government deficit, the sale of securities in the open market. and a higher discount rate.
B. a government deficit, the purchase of securities in the open market, and a higher discount sate.
C. a government surplus, the purchase of securities in the open market. and a lower discount rate.
D. a government surplus, the sale of securities in the open market. and a higher discount rate.

26. The meaning of the statement, "Every government has a fiscal policy, whether it res lizes it or not," is best
expressed by which of the following explanations?

A. Every government is forced to do something about depression and inflation, whether it wants to or
not.

B. In many cases. decisions to spend money must be made even though the expenditure runs contrary to
the policy indicated.

C. Every government must decide on a tax and expenditure program, which is bound to have effects upon
the economy and upon GNP.

D. Every government must make decisions about the quantity of money in the economy, which is bound
to influence credit conditions and the rate of interest.

27. We would certainly agree that Keynesian deficits are not much help against recession. For an anti-
recession tool. we would think in terms of tax rate reduction and other supply side stimu:us."

Is either or both of the following evaluations of the quotation correct?

I. The two sentences of the quotation are inconsistent in thi short run because tax rate reductions, when
used as an and-recession tool, can bring about a Keynesian deficit.

II. The two sentences of the quotation are consistent in the long run because tax rate reductions can
stimulate the economy and increase tax receipts. thereby reducing Keynesian deficits.

A. I only is correct.
B. II only is correct.
C. Both I and II are correct.
D. Neither I nor II is correct.
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2$. If Congress and the Federal Reserve both wished to encourage growth of productive capacity in an

economy already very close to full employment, it would be most appropriate to:

A. use a "tight money" policy to, decrease government spending.

11. raise interest rates by :ming securities on the ore market.
C. reduce taxes on consumption, such as salesand income taxes, and increase government transfer pay-

MOM
D. reduce interest rates by open market operations and raise taxes -n coLAmption, such as sales and in-

come =EL .

29. If commeraal banks hold demand deposits of 5100,000, reserves of 530,000, and the required reserve

ratio is 20 percent, what is the maximum amount by which the banking system an expand the money

supple

A. 5 20,000
IL 5 50,000
C $ 60,000
D. 5120,000

30. A group of economists estimated that the value of the multiplier was 3. An increase in government ex-

penditures of SIO billion, however, resulted in a rise in real GNP (GNP in constant dollars) of only S20

billion. Which of the following could explain thisdiscrepancy?

L The economy had already been close to full employment.

IL An increased demand for money caused interest ram to rise and Private investment to fall.

A. I only i.

B. II only
C both I and II
D. neither I nor II .



Appendix C - continued

TEST ITEM MATRIX

MACRO FORM A

Content Categories

Cognitive Categories

No. of
Questions

Recognition &
Understanding

Explicit
Application

Implicit
Application

A. Measuring Aggregate Economic Performance 1, 8 7, 23 4

B. &megal. Supply, Productive Capacity, and Economic Growth 5, 18, 24 8 28 5

C. Income and Expenditure Approach to Aggregate Demand and
Fiscal Policy

2X, 19, 22, 26X 9X, 13X, 27X 7

D. Monetary Approach to Aggregate Demand and Monetary Policy 10 4, 14X, 20, 29 11X, 21 7

E. Policy Combinations and Practical Problems of Stabilization Policy 3X, 17, 30X 12X, 15, 16X

25
7

No ol Ouestions 10 10 10 30

6-4



Appendix I)

ECONOMICS ACHIEVEMENT EXAM

Directions: Read each question and all the answers carefully. Select
the BEST answer to each question and mark your choice on
the standardized answer sheet. Do not mark on this exam.

1. The opportunity cost of a resource is the:
a. dollar price of that resource
b. next highest valued use of a resource
c. maximum value of the resource in use
d. least-valued alternative value of the resource

2. Movement along the production possibilities curve would imply that:
a. the labor force has grown
b. productivity has increased
c. less productivity is possible
d. an alternative maximum level of production exists

3. The President of the United States promises to simultaneously produce
more guns without any decreases in the production of other goods. Un-

der which of the following conditions could such a promise be valid?
a. if the U.S. were pros.:ucing at a point on its production

possibilities curve
b. if the U.S. were producing at a point inside its production

possibilities curve
c. if the U.S. were producing at a point to the r:;ht of its production

possibilities curve
d. only if the production possibilities curve moves' to the left

Production Possibilities
Table A

Butter 70 60 44 25

Guns 0 1 2 3

Production Possibilities
Table B

Butter 20 16 12 8 0

Guns 0 1 2 3 4

4. In comparing Table A and Table B above, one can conclude that:
a. only Table A would result in a straight-line production nossibilities

curve
b. Table B would involve less production of both guns and butter than

would Table A
c. Table B would be represented graphically as a straight line and is

more representative of a real economy than is Table A
d. Table A would be represented graphically as a curved line and be

more representative of a real economy than is Table B

65
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The graph below should be used to answer question #5.

Production Possibilities Curve
For Economy Delta

Butter

C
Guns

urve 1

Curve 2

5. What would cause the production possibilities curve for Economy
Delta to move from curve 1 to curve 2?
a. an increase in all resources-
b. improvement in the technology for butter production
c. emphasis on gun production such as that illustrated by point C
d. improvement in the technology for gun production

6. Evaluate each of the following statements and determine which is
true based on the goal of achieving maximum efficiency in the
distribution of resources.
a. -operating at a point below the produciton possibilities curve

will maximize long run production because it prevents over use
of resources in the short run.

b. operating at a point beyond the production possibilities curve
will maximize long run production because points on the curve
don't really account 'or the true capacity of the ecr.lomy.

c. operating at a point on the production possibilities curve which
stresses use of capital will maximize lona run production because

capital is a fundamental building block.
d. operating at any point on the production possibilities curve will

maximize long. run production because the key to growth is produclig
all that it is possible to produce.

7. The law of demand states that:

a. at lower relative prices, a larger quantity dem led will be purchased
than at higher relative prices

b. at higher relative prices, a larger quantity demanded will be pur-
chased than at lower relative prices

c. there is a direct relationship between price and quantity
d. as income increases the quantity demanded will increase

8. If the price of foreign cars goes down while the price of U.S. cars
remains unchanged, more foreign cars will be purchased and fewer
U.S. cars will be demanded. This situation illustrates the:
a. income effect
b. output effect
c. substitution effect
d. absolute price effect dip



-3-

9. Suppose that goods X and Y are close substitutes and the pr'-e of
good Y falls. We would expect:
a. the quantities demanded of both goa X and good Y to increase
b. the quantities demanded of bo,h good X and good Y to decrease
c. an increase in the demand for good X and a decrease in the

quantity demanded of good Y
d. a decrease in the demand for good X and in increase in the

quantity demanded of good Y

10. A neu film-making process is discovered that greatly improves the
qua:ity of 35mm prints while at the same time significantly reduces
the cost of developing and printing. All other things being equal,
in the market for cameras, the equilibrium:
a. price and quantity demanded increase
b. price is indeterminant and quantity increases
c. price and quantity botn decrease
d. price increases and quantity decreases

Answer question #11 using the graph below.

Price.
46

PR,

Wheat

Quantity

11. In the graph above Pm is the market price for wheat. Certain farmers
are dissatisfied wif4+ this price because it does not provide enough
revenue to cover ti.r.ir costs. Which of the following solutions would
re:ult in the most efficient use of farm resources?
a. Introduce government subsidies to cause the market price to rise

to Pa increasing sales aL, overall farm incc'e.
b. Government inter-eding by lowering the price to Pb increasing

the quantities which are demaiJed thus increaf.ing sales
c. Introducing a price floor thus holding the rirIce below Pm and

driving out inefficient producers.
d. Operating at Pm and letting the market date ine ..he most efficient

use of resources.

12. Evaluate each of the following statements and eatermint which is true
based on pure market theory.
a. shortages are a result of prices existing above equilibrium and

are best corrected by introducing government price f:oors
b. surpluses are a result of price existing below equilibrium and

are best corrected by introducing government price ceilings
c. shortages are a result of prices existing be kw equilibrium and if

not corrected by the government will result in r !duced demand
d. surpluses are A result of price existing above equilibrium and

w'll tend to be eliminated by the market if government does not
intervene
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13. The circular flow model shows that goods and services produced by
business firms are sold through the:
a. credit market
b. product market
c. factor market
d. resource market

14. It can be concluded that the circular flow is in equilibrium when:
a. all leakages from the system are dual to all injections into the

system
b. most fo what households earn is spent in the product market
c. total demand for goods is proportional to total supply
d. most factors of production are employed

15. When planned investment exceeds planned savings the actual level
of income will:
a. decrease
b. incrcase
c. remain constant
d. change in any direction

16. Suppose that firms do not accumulate or decrease unintended inventories.
Instead they change prices to clear the market. If intended savings
exceeds intended ,rnestment, prices will:
a. rise

b. fall

c. remain stable
d. be unpredictable, but be somewhat more likely to rise than to fall

17. What would happen to an economy if the total planned rate of production
exceeded the total planned rate of expenditure in the short run?
a. very little, as planned spending and planned production are basically

unrelated
b. producers would decrease produc'ion and total expenditures would

decrease but by less
C. investors would increase thier planned expenditures causing total

expenditures to rise
d. consumers would tend to save less and spend as a result of

these ci rcimstances

18. Evaluate each of the following statements and determine which is true
'lased on the concept of the circular flow :n a closed private economy

actual savings always equals actual investment
b. income must always be equal to actual consumption plus actual

investment
c. income must always be equal to actual consumption plus actual savings
d. all of the above are true

19. One method of calculating gross national prod.ict is to add together:
a. investment, consumption, gross profits, and net exports
b. cor'cumption, investment, government spending and net exports
c. wages, gross profits, net investment, and net exports
d. depreciation, wages, interest, profit, and rent
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20. Which of the following is a final good and would be included in
the gross national pruduct?
a. Ford Motor Company's purchase of paint to be used in

spraying ne4 cars
b. the sale of stock in General Motors from Professor Kendra to Professor

Reichheld
c. the current sale Of a famous 16th century painting by the Cleveland

Art Museum
d. the purchase of a scotch pine to be used as a Christmas decoration

in a private home

Use the following information to answer question # 21.

Personal taxes $ 180
Transfer payments and

interest on the national debt 85

Corporate Income Taxes 140

National Income 1800
Undistributed Corporate Profit 210
Social security contributions 300

21. Using the accounts above calculate. Personal
a. $ 1055 bill'3n
b. $ 1235 bil 3n

c. $ 2356 billion
d. the correct answer is not goven

(All figures given
in billions of dollars)

22. Which of the following national income accounts couid be considered
3 leakage in the circillar flow?

a. indirect business tax °s
b. personal income taxes
c. personal savings
d. all of the above

23. Based on the theory of national income evaluate each of the following
statements and determine which is true?
a. It is more effective to measure net advances in economic growth

using NNP than GNP.
b. It is necessary to measure changes in GNP over time in adjusted constant

dollar terms if comparisons of year to year are to be made.
c. GNP measures the well-being of an economy more effectively when

a per capita basis is used.
d. All of the above statements are true.

24. Which of the following statements is correct?
41

a. MPS '
C

&income
b. consumer expectations about the future is a nonincome determinant

of investment spending
1

c. the investment multiplier is equal to
MPS

d. tne breakeveri point is wheresavings and spending are equal
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25. In the full economy the effect of a decrease in taxes on the savings
function is:
a. movement up along the savings function
b. movement down along the savings function
c. a shift upward of the entire savings function
d. a shift downward of the entire savings function

Uie the Following table in answering question number 26.

TABLE C

Real National Consumptior. Investment Government Taxes Savings after
Income Taxes

$1500 $1340 $120 $100 $100 '$ 60

1600 1420 120 100 100 80

1700 1500 120 100 100 100

1800 1580 120 100 100 120

26. Based on the.schedules in Table C above, et what level of real national
income will equilibrium in the economy occur?
a. $1500
b. $1600
c. $1700
d. $1800

27. If the ull-employment budget generates a surplus of $50 billion,
then we can say that:
a. at less than full employment, the actual budget could not

generate n surplus of $25 billion
b. with an iflationary gap, the actual budget could generate 3

surplus of $60 billion
c. at less than full employment, the actual budget could not

generate a deficit of $50 billion
d. en output gap would always generate a surplus greater than $50 billion

Oie the following situation to answer question 128.

Situation: 1. The index of leading indicators has been falling
for four consecutive months.

2. Investment in unplanned inventories has been rising.
3. Interest rates have been increasing.

28. To deal with Zhe situation detailed above, government should:
a. increase taxes because an output gap is developing and government

will need more funds to balance the budget
b. reduce taxes to encourage more saving thereby'encouraging future

growth
c. increase government spending because an output gap will soon

cause a recession
d. decrease government spending to offset an inflationary gap

70
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29. Which of the following statements is correct based on Keynesian

employment theory?

a. balancing the budget is highly desirable to avoid serious over-
spend; ,g on the part of the government

b. by spending and taxing in equal amounts government will have
no net effect on equilibrium income

c. to correct for demand-pull inflation in the economy, government
should increase taxes and decrease spending

d. to correct for a downturn in the economy government should increase

taxes and decrease spending



Appendix D - continued

TEST ITEM MATRIX

Cognitive
Level

Economic
Concept

Facts and
Knowledge

Concepts Application Analysis ynthes;s Evaluation

Production Possibilities 1
2

2 3 4 5 6
(Programs C and D)

Market Equilibrium 7 8 9 1J 11 12
(Programs E and F)

Circular Flow 13 14 15 16 17 18
(Program G)

National Income Accounting 19 20 21 22 .... MP 23
(Programs K 6 L)

Employment Theory 24 25 26 2-/ 28 29
(Programsrograms N & 0)

1

Designates the computer assisted program module(s) being tested.

2
Refers to thequestion number on the exam.

73



Appendix E was removed from this document prior to its tieing
submitted to the ERIC Document Reproduction Service. The

Appendix contained the Nelson-Denny Reading Test, Form D.
The test is copyrighted and therefore not available from EDRS.

HIJ - AC - 7Z8



Appendix F

CUYAHOGA COMMUNITY COLLEGE
Western Campus

PRINCIPLES OF ECCNOMICS
Math Skills Assessment Test

Directions: Read each question completely. Choose the best answer. Mark the
corresponding answer on the standardized answer sheet. Do not
guess. If you do not know how to work a problem, skip to the next
one. Work carefully. Calculators may not be used.

1. Which of the following most closely approximates the highest level of
mathematics you successfully completed in junior high and/or senior high
school?

a. I have not successfully completed any junior high or senior high math
courses

b. General or shop math
c. Algebra 1
d. Algebra 2
e. Geometry/Trigonometry and/or above

2. Which of the following courses most closely approximates the highest level
of mathematics you have successfully completed at the college level?

a. I have not successfully completed any college math courses
b. 091 College Arithmetic
c. 095 Basic Algebra 1
d. 101 Basic Algebra 2
e. 102 Intermediate Algebra or h'gher

3. What is the solution to the problem below when rounded to the nearest
hundredth?

a. 1069.27
b. 1069.28
c. 1066.276
d. 1066.28
e. the correct answer is not giden

45.676

847.329
21.487
69.968

+ 84.816
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4. Which of the following fractions is equivalent to the fraction 3/8ths?

a. 9/16
b. 12/24
c. 12/16

d. 12/32

e. the correct answer is not given

5. If one converts to percents the decimal numbers 12.0, 1.47 and .863, the
appropriate percent answers are:

a. 12%, 14.7%, 86.3%
b. 1200%, 147%, 86.3%
c. .12%, 0147%, .00863%
d. 12%, 14.7%, 8.63%
e. the correct answer is not given

6. If a number increases from 1.25 to 1.75, by what percent has it increased?

a. 14-2/7%
b. 25%

c. 40%

d. 50%

e. the correct answer is not given

7. If a number declines from .9 to .65, by what percent has it declined?

a. 25%
b. 27.8%
c. 38.5%

d. 72.2%
e. the correct answer is not -iven

8. Find 37% of 180.

a. .002

b. 37.0
c. 66.6

d. 486.5
e. the correct answer is not given

9. Convert the following fractons to percents: 5/6, 3/12, 1/16:

a. 5%, 3%, 1%
b. 30%, 36%, 16%
c. 83-1/3%, 24-3/4%, 6-2/37
d. 83-1/3%, 25%, 6-1/4%
e. the correct answer is not given
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x 15 14 12 9 5 0

y 0 1 2 3 4 5

10. In the chart above, what is the (marginal) change in the quantity of x as
y increases from 3 to 4?

a. 1

b. -4
c. -5

d. -9

e. the correct answer is not given

Group A Group B Group C Group D

x y. x X. x L x Y.

1 2 1 1 1 2 1 4
2 9 2 2 2 2 2 3
3 21 3 3 3 2 3 2
4 37 4 4 4 2 4 1

11. Which of the data groups above indic . ., an inverse proportionately
between x and y?

a. Group A
b. Group B
C. Group C
d. Group D
e. the correct answer is not given

12. In which of the data groups above does y decrease relative to x?

a. Group A
b. Group B
c. Groups A and B
d. Groups C and D
e. the correct answer L. not given
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Answer questions 13 through 15 using the graphs below.

x

Graph A

Y / M
Graph B Graph C

Y

Graph D Graph E

13. Which of the graphs above best depicts the mathematical relationship
indicated by the data set:

a. Graph A
b. Graph B
c. Graph C

d. Graph D
e. Graph E

Iy 12 10 8 6 4

x 0 1 2 3 4

14. Which of the graphs above best depicts the mathematical relationship
indicated by yhe data set:

a. Graph A
b. Graph B

c. Graph C
d. Graph D
e. Graph E

y 1 2 5 10 20

x 0 1 2 3 4

15. Which of the graphs above best depicts the mathematical relationship
indicated by the data set:

a. Graph A
b. Graph B
c. Graph C
d. Graph D
e. Graph E

7s

y 14 12

x
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16. Compute the slope of line A in the graph above.

a. 2/3
b. 1/1

c. 3/2
d. 9/1

e. the correct answer is not given

17. What is the inverse (reciprocal) of the fraction 5/9ths?

a. 5/9
b. 9/5
c. 55-5/9
d. 18.0

e. the correct answer is not given

18. Simplify the following complex fraction: 9

'RI

-3-7
a. 27/50
b. 12/15
c. 14/13

d. 3/2
e. the correct answer is not given



Student Ages

27

23
22

22

21

20

20

20

19

18

19. Using the ages of the students shown in the table above, compute the
average age of all students:

a. 20

b. 21.2
c. 22
d. 22.2

e. the correct answer is not given

20. Solve the equation 3X + 4 = 19.
a. 5

b. 7-2/3

c. 15

d. 23

e. the correct answer is not given

21. Given the equations Y = 4X + 4 and Y = -8X - 8, solve for Y.
a. 0

b. +1

c. F12

d. +44
e. the correct answer is not given

22. If the equation for a line is Y = 4X + 7, what is the slope of that line?
a. 0

b. 4

c. 7

d. 11

e. the correct answer is not given
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Course:

Course

Prerequisites:

Course
Description:

Appendix

CUYAHOGA COMMUNITY COLLEGE

Business Division
COURSE OULINE

520-161 PRINCIPLES OF ECONOMICS - 4 Credit Hours - Lecture

There are no formal prer3quisites for th:s course. However,

studEAts often complete the cfurse Basic EconoJics 100 before
taking this course. It is advisable to do so when the student
has not had adequate high school preparation in social
sciences. Students are not required to take Basic Economics 100
prior to taking Economics 161 - -and mazy do not. It is also
useful, though not required, to have successfully completed math
courses equivalent to Algebra 102. Again, Algebra 102 is not
required. Once a student has completed either of the Principles
of Economics courses, the Basic Economics 100 course may not be
taken for credit.

An introduction to the scope and method of economics, scarcity
and resource allocation, basic demand-supply analysis, the mixed
economy and its basic components, national income analysis and
modern employment theory, mo;:ey and banking, and economic growth.

Instructo-: CHAR' REICHHELD, III

;istant Professor 01 lusiness Administration

Quarter: WINTER, 1988

Required: ECONOMICS TODAY, 5th Edition by Roger LeRoy Miller, 1985.
Ha er & Row Publishir_ In-.
STUDENT LEARNING GUIDE to accompany Miller ECONOMICS TODAY, 1985
Harper & Row Publishing Inc., 5th Edition by Otis W. Gilley

Optional: WALL STREET JOURNAL
(It is strongly suggested that students
consider purchase of the optional materials.)

COURSE OBJECTIVES

1. LEARN ECONOMIC VOCABULARY - -The student should be able to recognize,
define and use economic terminology In classroom discussion, rcading
assignmnts, and answering multiple-choice test questions using this
vocaWary.

2. LEARN TO APPLY GRAPHING-- The student should demonstrate an understanding
' economic graphical models by answering multiple- choice test questions

concerning the makeup and use of these models.

3. LEARN ABOUT ECONOMIC PROBLEM SOLVING--The student should develop the
ability to use econcmic analytical tools in making correct decisions in
solving hypothetical as well as real economic problem situallons.
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ECONOMICS COURSE OUTLINE Page 2

4. TAKE RESPONSIBILITY FOR LEARNING- The student should develop the ability
to learn on his own and use objective economic logic in explaining,
pv.dicting and solving economic problems. These will be evaluated by
testing on certain areas of reading not necessarily covered by classroom
discusr'on, questioning of a type using rearranged situations (changed
from those originally learned) and questioning requiring the prediction
of potential problems that might occur given certain economic situations.

5. LEARN TO DISCUSS ECONOMIC ISSUES- -The student should develop the ability
to relate economic principles to current world situations. This will be

evalu- ated on the basis of actual classroom participation.

EVALUATION OF STUDENTS

Core Grade

The core of grading will be objective exams and quizzes. These will be based
on your reading and my lectures for the most part and classroom iiscussion to
a lesser degree. Specifically, points will be earned as follows.

*Homework (ISM and
problems from text)50
Attendance 86
2 Quizzes 80

Exam I 100

Exam II 100
Exam III 200

b1

points (varies at option of professor)
points (Does not include 1st or last day)
points

points
points
points - CompreKmsive
Total Points (approximai.e)

Total points may vary during the quarter as unforeseen events occur or as a
matter of instructor's discretion. Students are strongly advised to keep track
of all scores (a student grade book sheet is provided) to eliminate any doubt in
regard to their progress in the course. None of the homework, quizz,:s, etc.
should be discarded until after th' final course grade has been received from
the College.

A schedule of quizzes and exams can be found on the assignment sheet. The core
grade will be based on scoring as follows:

A - 90%
B - 80%
C - 70%
D - 60%

In those few cases where standard evaluative tools are considered by the
instructor as inaccurate, your core grade i: sub.iect to up to a letter grade
change at the instructor's discretion based on t:-,e instructor's subjective
analysis.

*Note: Homework will not be accepted after the day on vnich it is due.
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Participation

On a regular basis classes will include the opportunity to discuss current
events relating to economics (see assignment sheet). Students may incease
their grade by as much as a half letter by introducing articles related to tne
course and/or taking meaningful part in these discussions. Specifically, each
topic introduced can be worth 8 points and each day's participation up tc 4
points with a total maximum of 8 points per day and 31 points of extra credit
per quarter. Articles must be brought to class and are to be posted on the
builetinboard after they have been introduced into class. Put your name on the
article. Take time to review articles presented by others.

Credit for participation and article introduction must be requested th:-, same day
they occur through the use of classroom participation forms. Additionally,
students may receive 2 points for each cartoon or joke about or related to
economics which they bring in and present that is accepted by the professor.

This policy does not apply to discussior relating to text and lecture. Lecture
discussion relates to questioning of lecture and reading materials, discussion
of topics or events relating to the work at hand or questioning concerning the
relativity of current topics to reality. Should the instructor choose to
subjectively change a student's grade, it would be based, in large part, on
discussion during the lecture.

See me for an explanation of the reporting system.

WITHDRAWAL FROM COURSE

No student shall be withdrawn by the instructor from this course. Students must
be aware of the last tidy for withdrawal with a "W" grade and act accordingly
(see assignment sheet).

INCOMPLETES

A student who receives an "I° must complete all course requirements no later
than the end of the 5tAi week of the academic quarter following the quarter in
which the "I" was noted. For as "I" ',ssued in Spring quarter the student has
until the 5th week of Fall Quarter. Generally, "I" grades are not issued in
this course.

EVALUATION OF THE INSTRUCTOR

The anllosed evaluation can be turned in at any time during the quarter. It is

intendld to give you a means of expressing your opinion, either critical or
silppartive, of the class and instructor. If you wish. you may simply write down
your comments on a clank piece of pape. and turn nem in by slipping them under
ray faculty office door. Do NOT put your name on the evaluation.
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WALL STREET JOURNAL AWARD

Students who complete Principles of Economics 161 and 162 at Western Campus are
automatically considered as candidates for the Wall Street Journal Award. This

award is made to the top student each year based on the following criteria:
1. Mastery of the principles of economics
2. Ability to relate economic principles to business and current

world situations both orally and in writing, and
3. Demonstration of a high level of interest and motivation for

achievement in economics.

ATTENDANCE

You wil' receive 2 points for each class you attend. Students will not receive
points for classes missed no matter what the reason. These points represent a
statement for the value of class attendance. Attendance is taken at the
beginning of class so that students who are late may lose the points for that
day. Always come up after class if you do happen to be late to discuss
obtaining that day's points.

MAKE-UP EXAMS AND QUIZrS

Make-up exams or quizzes will NOT be given unless:
1. the student has a valiracuse - i.e., bedridden illness, death in the

family (most excuses enjoyed but not accepted), and

2. the student contacts the instructor on or before the day cf the quiz/
exam in queetion preceding class and is ready to take the quiz or exam
on the day he or she returns to class, unless other arrangeme.its have
been completed.

ACADEMIC DISHONESTY

Academic dishonesty is a serious offense. It is punishable in this class by
loss of points or failure. Students who look away front their exams/quizzes
during testing may receive a zero on that evaluation. Similarly, students who
have books or other assistive material or notations in view during testing will
automatically receive, at a minimum, a zero on that evaluation.

OFFICE HOURS

MY office hours will be: Monday/Tuesday/Thursday/Friday - 1:00-3:30 p.m.
Meetings are to be by appointment only.

(See me after class to arrange appointments if thesa times are not convenient.)

Office:

Office Phone:
Business Division Office:

Home Phone:

B-224
987-5036
987-5007
1-722-2323 84

(Please do not call my home before 6:45 a.m. or after 10:30 p.m.)
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ASSIGNMENT SCHEDULE
PRINCIPLES OF ECONOMICS 161

for the class of
Assistant Professor Charles A. Reichheld III

KEY: C = Chapter
T = Textbook - ECONOMIC TODAY - THE MACRO VIEW

ISM = Independent Study Module

AD = Article discussion (of articles brought to class by student)

SLG = Student Learning Guide to accompany Miller Economics Today

ASSIGNMENT
WEEK/DAY DUE DATE ASSIGNMENT DUE ON DATE SHOWN

WEEK 1

Day 1 Wed, January 6 Topic: INTRODUCTION TO PRINCIPLES OF ECONOMICS

Required: No assignment

Activity: TEUSE EXAM

Day 2 Thur, January 7 Topic: MORE ABOUT THE COURSE

Required: Complete demographic survey.
Familiarize yourself with all course

materials.
Activity: Pretest Economic Concepts

WEEK 2

Day 3 Mon, January 11 Topic: WHAT ECONOMICS IS ALL ABOUT

Required: Read T:C2 pp 1-7 & 13-17

Activity: MATH ACHIEVEMENT TEST

Day 4 Tue, January 12 Topic:
Required:
Optional:

GRAPHING AS APPLIED TO ECONOMICS
Read T:C1 Appendix A
ISM 1 (0976) Graphing

Day 5 Wed, January 13 Topic: THE PRODUCTION POSSIBILITIES MODEL

Required: Read T:C1 pp 8-12 & 17-19

ISM 2 (0977) Production Possibilit'es
Complete Quiz at end of ISM 2 and turn

in,

Optional: Redd SLG:Cl pp 1-4
Compldte problems TC1 p 22, #2
SLG:C1 pp 8-9 #1a, b, c & d.

Day 6 Thur, January '4 Topic: MORE ABOUT TRADE-OFFS
Required: Read T: C18

Activity: Reading Comprehension Test
ECM U.S.A. - Video

Optional: ISM 15 (0990) Econom Growth and

Population
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ASSIGNMENT

WEEK/DAY DUE DATE

WEEK 3

Mon, January 18

Day 7 Tues, January 19 Tcpic:

Required:
Optional:

Day 8 Wed, January 20 Topic:

Required:
Optional:

Day 9 Thur, January 21 Topic:
Required:

Page 6

ASSIGNMENT DUE ON DATE SHOWN

MARTIN LUTHER KING HOLIDAY
No class or assignment

THE MARKET - DEMAND & SUPPLY
Read T:Cl pp 33-47
SLG Read C2

THE MARKET - EQUILIBRIUM

Read T:C2 pp 48-56
ISM (0978) Supply & Demand

CHANGES IN MARKET FORCES
Do problems SLG pp 20-23, #1 (a,b,c
& d) and pp 32-34 #1, 2 & 3 (a thru g)
Student Handout
Note: both will be collected

Activi:y: Video on D & S

WEEK 4

Day 10 Mon, January 25 Topic:

Requircj:
Optional:

Day .11 Tues, January 26 Activity:
Required:

Day 12 Wed, January 27 Topic:
Required:
Optional:
Activity:

Day 13 Thur, January 28 Topic:

Required:

Optional:

THE PRICE SYSTEM - EFFICIENCY
Read T:C3
Read SLG:C3
ISM 4 .0979).the Price System
Complete Problem. T:C3 p 80 #1,3,4 & 5

Quiz--Covers chapters 1 & 2
No assignment

CAPITALISM
Read T:C4
Read SLG:C4
AD

GOVERNr:NT'S ROLE IN AN ECONOMY
Read T: C5

Read SLG:C5
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ASSIGNMENT
WEEK/DAY DUE DATE ASSIGNMENT DUE ON DATE SHOWN

WEEK 5

Day 14 Mon, February 1 Toplc: GOVERNMENT SPENDING AND TAXATION
Required: Read T:C6
Optional: Read SLG:C6
Activity: AD

Day 15 Tue, February 2 Topic: MORE ON TAXATION
Required: Read Handout of: Tax Act

ISM 5 (0980) Government Spending &
Taxation

Optional: Complete Problems T:p 142
#1 ,2,3 & 4

SLG: pp 66-67 #1,2 & 3

Day 16 Wed, February 3 Topic: CURRENT TAX POLICY
No new assignment

Activity: Video-Discussion
Review for Exam

Day 17 Thur, February 4 Activity: EXAM (Chapters 1-6)
Required: No assignment

WEEK 6

Day 18 Mon, February 8 Topic: BUSINESS CYCLES
Required: Read T:C7 pp 144-148
Optional: ISM 6 (0981) Business Cycles
Activity: Return & review Exam results (hopefully)

Day 19 Tue, February 9 Topic: Unemployment
Required: Read T:C7 pp 148-155
Optional: 7sead SLG:C7
Activity: Video

Day 20 Wed, February 10 Topic: INFLATION
Required: Read T:C7 pp 155-169
Activity: AD

Day 21 Thur, February 11 Topic: THE CIRCULAR FLOW
Required: Read T:C8

Complete T:C8 p 137, problems 1,2,3,4 &
5 to be turned in

Optional: Read SLG C8
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ASSIGNMENT
WEEK/DAY DUE DATE

WEEK 7

ASSIGNMENT DUE ON DATE SHOWN

Day 22 Mon, February 15 Topic: NATIONAL INCOME ACCOUNTING
Required: Read T:C9 pp 188-191 & 200-201
Optional: ISM 7 (0982) Nauional Income Accounting
Activity: Video

Day 23 Tue, February 16 Topic:

Required:
Optional:

CALCULATING GNP
Read T:C9 pp 191-199 & 202-207
Read SLG:C9

Complete Prob'ems SLG: p 102 #1
T:C9 p 207 #1 ,2 & 3

Day 24 Wed, February 17 Topic: GNP & THE CIRCULAR FLOW
Required: Complete and turn in handout on

National Income calculations
Activity: AD & Review

Day 25 Thur, February 18 Topic: AGGREGATE DEMAND & SUPPLY
Required: No new assignment
Activity: Quiz (Chapters 7, 8 & 9)

WEEKS

Day 26 Mon, February 22 Topic: AGGREGATE DEMAND
Required: Read T:C 10
Optional: Read SLG:C10

ISM 14 (0989) The Supply Side
Activity: Video

Day 27 Tue, February 23 Topic: AGGREGATE DEMAND
Required: Read T: C11

ISM 8 (0983) Keynesian Model
Complete problems T: C11, p 242 #1,2,3
& 4 and turn in

Activity: AD

Day 2 Wed, February 24 Topic:

Required:
INCOME AND EMPLOYMENT DCTERMINATION
Read T: C12 pp 244 -251
Read SLG Cl 2

Day 29 Thur, February 25 Topic: THE MULTIPLIER
Required: Read T:C12 pp 251-260

ISM 9 ;0984) Multiplier Principle
Activity: AD
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ASSIGNMENT
WEEK/DAY DUE DATE ASSIGNMENT DUE ON DATE SHOWN

WEEK 9

Day 30 Mon, February 29 Topic: PARADOX OF THRIFT AND OUTPUT GAPS
Required: Read T:C12 p 260-266 ISM 10 (0985)

Inflationary & Deflationary Gaps
Optional: Complete problems T: p 267 #1,2,3,4 & 5

Read T: C12 Appendix B - The
Accelerator Principle

Day 31 Ne, March 1 Topic: THE PUBLIC SECTOR MOVES
Required: Read T:C13 pp 272-280
Optional: Read SLG C13
Activity: AD

Day 32 Wed, March 2 Topic: FISCAL POLICY
Required: Read T:C13 pp 281-286
Optional: Complete Problems T:C13 pp 297 #1,2,3 &

4 and SLG - pp 153-3 #1,2 & 3
Activity: Video

Day 33 Thur, March 3 Topic: AUTOMATIC STABILIZERS AND GOVERNMENT
DEBT

Required: Read T:C13 pp 286-296
Activity: AD

WEEK 10

ray 34 Mon, March 7 Activity: Exam (C 7-13)

Day 35 Tue, March 8 Activity: POSTTEST on Economic Concepts
AD

Day 36 Wed, March 9 Topic: MONEY
Required: Read T:C14 pp 300-309
Optional: Read SLG:C14

Day 37 Thur, March 10 FEDERAL RESERVE FIELD TRIP - No formal class

WEEK 11

Day 38 Mon, March 14

Day 39 Tue, March 15

Topic: FUNCTIONS OF THE FEDERAL RESERVE BANK
Required: Read Text: C14 pp 309-316
Activity: Video

Topic: THE PROCESS OF MONEY CREATION
Required: Read T:C15
Activity: Video

89



!MI

ECONOMICS 162 COURSE OUTLINE Page 10

ASSIGNMENT
WEEK/DAY DUE DATE ASSIGNMENT DUE ON DATE SHOWN

Day 40 Wed, March 16 Topic: MORE ON MONEY CREATION
Required: ISM 11 (0986) Money Creation
Optional: Read SLG:C15

Do problems T:C15 p 333 #1,2 & 3 and
SLG C15 pp 173-175 #1,2 & 3

Activity: AD

Day 41 Thur, March 17 Topic: MONETARY THEORY AND POLICY
Required: Read T:C16
Optional: Read SLG C16

ISM 12 (0987) Keynesian Model
Activity: AD

WEEK 12

Day 42 Mon, March 21 Topic: MONETARY THEORY AND POLICY
Required: ISM 13 (0988) Comparison of Keyn_sian &

Monetarist Models
Activity: Video

Day 43 Tue, March 22 Topic: STAGFLATION, RATIONAL EXPECTATIONS AND
GROWTH

Required: Read T:C17 pp 358-371
Optional: Read SLG:C17

Day 44 Wed, March 23 FINAL EXAM (C 1-18)
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