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Foreword

Economics and Entrepreneurship is the newest addition to the Joint Council
on Economic Education’s Master Curriculum Guides. The primary publications
in this series are A Framework for Teaching the Basic Concepts, which presents
the conceptual structure of economics appropriate for elementary and secondary
schools, and Economics: What and When, which provides guidelines for the
selection and sequence of economics in the eurriculum. All other volumes in the
series focus on specific grade levels or subject matter.

Economics and Entrepreneurship is designed for high school teachers of
economics, social studies, business educatior, and other subjects. It is appro-
priate for teachers who wish to combine a study of basic economic concepts
with an understanding of entrepreneurship. Economics and Entrepreneurship
provides teachers with a variety of lessons and instructicnal approaches. The
lessons can be used in the sequence presented here or can be adapted to meet
the requireme ats of individual courses. “An Overview of Entrepreneurship in
Economics” by Calvin A. Kent and Francis W. Rushing is an excellent analysis
of how entrepreneurship can be effectively integrated into economics. The
volume ends with “The Enterprising Teacher” by Gary Rabbior and Francis
W. Rushing. That section shows how teachers can use entrepreneurial skills in
exciting, effective teaching of entrepreneurship and economics.

Economics and Entrepreneurship was funded by a grant from The Pew
Charitable Trusts to The NFIB Foundation, an affiliate of the National Federa-
tion of Independent Business. We appreciate their confidence and assistance.

Much of the work included in this volume originated as part of the Economics
& Entrepreneurship Education program in the Philadelphia schools. That proj-
ect was funded by The Pew Charitable Trusts, The Sears-Roebuck Foundation,
ARCO Chemical Company, Allstate Foundation, Barra Foundation, Bell of
Pennsylvania, Chevron U.S.A., Inc., Conrail, Rouse and Associates, Sun Re-
fining and Marketing Company, Tasty Baking Foundation, and the Quaker
Chemical Foundation.

Economics and Entrepreneurship adds a new dimension to the Master Cur-
riculum Guides. We think the volume will assist teachers in combning entre-
preneurship and economics in a truly exciting way.

Stephen Buckles

President
Joint Council on Economic Education
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Preface

The Master Curriculum Guide series is designed to assist school systems * sith
the development of economics curricula for grades K~12. It consists of (1) A
Framework for Teaching the Basic Concepts, (2) Economics: What and When,
Scope and Sequence Guidelines, K~12, and (3) a series of volumes, each con-
taining detailed classroom lessons that illustrate how the basic economic con-
cepts and understandings can be taught at different grade levels and in different
subject areas.

In addition to its use as a resource for curriculum planning, the series can
be used by individual elementary and secondary school teachers for planning
classroom instruction. Similarly, it may serve as ¢ resource for providers of
preservice and in-service teacher education programs-in economics.

Economics and Entrepreneurship is the most recent addition to the twelve
volume series. It contains (1) an overview of the relationship between economics
and entrepreneurship education, (2) seventeen complete and self-contained
lessons, each focusing on economic concepts that are essential to an understand-
ing of entrepreneurship and its role in the American economy, and (3) a descrip-

tion of instructional practices that foster entrepreneurial behavior on the part
of students.

Users of previous volumes in the series will find that the lessons in Economics
and Entrepreneurship contain several new features: definitions of economic
terms, suggestions for adapting activities for students of different ability levels,
and end-of-lesson tests and/or activities for assessing students’ understanding
uf impe ctant economic concepts and their applications for the analysis of entre-
preneurial enterprises. Reduced pages of student activities and answer keys
follow each lesson.

The lessons can be easily incorporated in a variety of courses and curriculum
areas. They can be used to supplement units of study in economics, business
education, histoy, and other courses that examine how entrepreneurial ven-
tures affect and are affec.ed by other aspects of our economy.

June V. Gilliard

Curriculum Director
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AN OVERVIEW OF
ENTREPRENEURSHIP
IN ECONOMICS

INTRODUCTION

Education is facing new challenges as we approach a
new century. During the past ten years, the United
States has witnessed the rapid development of the world
economy and theincreasing pace of change in the domes-
tic economy. These changes have mandated new ap-
proackes to teaching students how to cope successfully
with an uncertain future. Educators are 20w beginning
to design approaches to effectively develop within our
youth enterprise skills that will prepare them for the
21st century. Enterprise skills encompas: those per-
sonal dispositions, abilities, and competencits related to
creativity, initiative, problem solving, flexibility, and
adaptability. These skills will also require the taking
and discharging of responsibility as well as knowing how
to learn and relearn.

The overall rationale for developing enterprise skills
is to enable youthto cope witl. and adjust to the manifold
changes affecting every aspect of their lives, including
work, leisure, social life, community affairs, and family.
Students should see change as the norm to which they
must adapt and indeed to which many will contribute in
its direction and pace. Changes are affecting all of our
nation’s institutions—business enterprises, govern-
ment, social organizations, and education. Businesses
are moving away from old forms of organizations with
their rigid functions and manager-employee hierarchies
to more fluid forms that require more individual respon-
sibilities as well as skills. Our educational institutions
must respond, indeed take the lead, in developing enter-
prise skills during the pre-college learning experiences
of Ameriean youth.

The geal of vur educational system should be to help
individuals to become enterprising individuals. Such in-
dividuals have been described thus:

An enterprising individual has a positive, flexi-
ble and adaptable disposition towards change,
seeing it as normal, and as an opportunity rather
than a problem. To see change in this way, an
enterprising individual has a security borne of
self-confidence, and is at ease when dealing with
insecurity, risk, difficulty, and the unknown.
An enterprising individual has the capacity to
init'ate creative ideas, develop them, either in-
dividually or in collaboration with otl.ers, and
see them through. An enterprising individual is
able, even anxious, to take responsibility, and
is an effective communicator, negotiator, influ.
encer, planner, and organizer. An enterprising
individual is active, confident and purposeful,
not passive, uncertain and dependent.’

Animportant part of the development of an enterpris-
ing individual is learning economic concepts and devel-
oping entrepreneurial skills and seeing how these skills
and concepts apply to one’s life. Economics and entre-
preneurial educauion comprise a unique blend of compe-
tencies and methods of problem solving for creating
change and de~ling with its consequences. Economics
and ent -epreneurial education do not have as their sole
objecti. e the creation of entrepreneurs but rather the
enhancement of creativity, aaaptability, the develop-
ment of self-confidence, and the determination to
achieve the goals cne has established for oneself. Learn-
ing how the economy works and how the individual fits
into it is a critical prerequisite to achieving personal

'The Social and Econonuc Integration of Young People. Center
for Educational Research and Innovation, Orgamization for Econt mic
Co-operation and Developm at, Paris, April 1988, p. 33.
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goals. Learning about how the entrepreneur is an agent
of change within the economic system focuses on how
enterprise skills are applied by one segment of our popu-
lation—the entrepreneur. The student will come to un-
derstand that, although entrepreneurship is ar achiev-
able occupational objective, many of us may nat choose
it. However, all of us can make important contributions
to society and the economy by practicing our enterprise
skills. We may not all be entrepreneurs but we can all
be enterprising and thereby enjoy our own professional
and perwsonal successes.

The remainder of tliis section " scusses entrepreneur-
ship as an integral part of econu.nics and how it can be
effectively integrated into a variety of lessons in micro-
and macroeconomics. First is a discussion of what entre-
preneurship is and what forms entrepreneurship takes.

Second, this section demonstrates how the process of
entreprenaurship should be integrated into both the mi-

cro ana macro dimensions of economic theory and prae-
tice. The section concludes with .. discussion of how
entrepreneurship could be included in a variety of high
schuol courses.

WHAT 1S ENTRZPRENEURSH!P?

Until a few years ago, very few people had heard the
word entrepreneur, much less understood what it
meant. To some, entrepreneurs were persons who be-
gan their own business; to others, entrepreneurs were
speculators who tuok risks with other people’s and their
own monies. Still to others, the entre,.reneur was the
manager who coordinated the enterprise. There is an
element of truth in each of these ideas, but each is too
narrow and restricted.

Entrepreneurs are the change agents who bring ma-
terial progress to humankind. This statement is as true
today as it has been in any past period or for any past
society. Someone has to be the catalyst that challenges
the present and creates the future. That individual is
the entrepreneur.

The best definition of an entrepreneur is “one who
sees what others have overlooked and acts on that in
sight.” The essential characteristics of an entrepreneur
are vision and courage. Entrepreneurs are essentially
niche finders, seeing an opportunity and seizing that
opportunity by implementing a new idea, process, oi
technology. Entrepreneurship, in the breadest sense,
refersto allinnovative and creative endeavors, whether
they result in the formation of a new business, the reor-
ganization of an existing enterprise, the discovery of a
new technology, or the development of a solution to
some social or political problem.

There are five specific things that entrepreneurs du.

1. Entreprenecurs introditce a new good or service ineo
the marketplace. Well ov or half of all the products con-
sumed in America today were not avzilable as recently

as 20 years ago. It takes only a moment’s reflection or a
glance around an American home to see CD players,
microwave ovens, home computers, and stainproof car-
pets. Behind every one of these new ideas were people

whosaw .onsumer need that was unsatisfied and they
had the .dea of how that need was to be met. They
mobilized the resources and took the risks of bringing
that product to the marketplace, knowing full well that
if they guessed right, they would be rewarded and if
they guessed wrong, they would fail.

2. Entrepreneurs discover new resources or new uses
for old resources. Early in the economic history of this
nition, entrepreneurs went West seeking fertile land
and the mineral wealth that lay beneath it. They over-
came the obstacles to bring the riches of the eart: to the
marketplace. There is truth in the adage “resources do
not exist, they become” as people discover ways to use
previously worthless material. That is the function of
the entrepreneur. In this day, the entrepreneur does
more thai. just discover new resources, such as addi-
tional supplies of oil, natural gas, and scarce minerals.
There are tremendous opportunities available to entre-
preneurs who will discover how to put ol resources
to new uses, such as recycling waste and developing
renewable sources of energy.

3. Entrepreneurs develop new tecknologies. Smce
the founding of the nation, the United States has been
blessed with a constant stream of new ani improved
tools that have made us more productive and eased the
burden of our work. The progress of our nation depends
on the flow of new technological innovations. It is the
entrepreneur who has the ideas for the new innovations
&id does what is necessary to develop them and bring
them to the marketplace.

4. Entrepreneurs open new markets. The earliest
explorers were entrepreneurial. They ventured forth to
trade the goods of their nations for the treasures of
faraway lands. 1n our own day we have seen nevr mar-
kets develop in health care and financial services. Entre-
preneurs sec new markets before they exist and then
create them.,

5. intreprenzurs  reorganize existing  enter-
prises. Any eaterprise that remains unchanged and
static is one that will become quickly obsolete aad unpro-
ductive. Entrepreneurs see better ways of doing things
by cutting costs and improving efficiency. Henry Ford
reorganized the auto industry, Andrew Carnegie, the
steel industry, and Ray Kroc, the food industry. Many
authorities have suggested that American competitive-
ness in the world will not be restored until American
business is reorganized by entrepreneurs who will se-
structure industries so that enterprising innovation 1s
encouraged and rewarded.

11




WHAT FORMS DOES ENTREPRENEURSHIP
TAKE?

Entrepreneurship takes three forms:

1. Venture initiation. Venture initiation is the
starting of a new business. In the United States, overa
half-million new businesses are begun each year. While
some of these fail, many are successful and some even
grow nts <he next generation of industrial giants. Often
entrepreneurship is associated with starting a new busi-
ness. While importaut, that is not the only form tha.
entrepreneurial endeavor can take.

2. [ntraprenenrship. This1isanew term that refers
to being entrepreneurial within an existing business or
other organization. Here the entrepreneur is an em-
ployee who sees ways in which the organization’s prod-
uct could be improved, its distribution system made
more efficient, or how a new ma-keting strategy could
increase sales. The intrapreneur may also see how man-
agement or production needs to be reorganized or how
a new system of accounting or data processing could cut
costs or improve efficiency. Intrapreneurship challenges
the rigid structure of many corporations. it requires
that employees be given the freedom and incentive to
create change.

3. Public entrepreneurship. This term refers to in-
novative actiy .ty within « nonprofit organization, includ-
ing gove, ament. There are literally hundreds of social
problems in society today that are crying out for svlu-
tions. Many of these solutions will come from govern-
ment agencies or the nunprofit sector of our econumy.
As people grapple with the crises of energy, drugs.
homelessness, urban decay, crime, and poverty, there
will need to be entrepreneurs who will supply the an-
swers for these problems. Old approaches have failed,
and merely spending more money will not solve the
problems.

WHAT MAKES ENTREPRENEURS
DIFFERENT?

Entrepreneurs are different from other people because
of their psychological makeup. While many people think
that the entrepreneur's sole mouive is to make money,
thisis not true. The three things that separate entrepre-
neurs from others are (1) the desire to be independent,
(2) a high need for achievement, and (3) a willingness to
take risks.

Entrepreneurs are “can-do” people. Psychologists
say they have “inner control.” They are willing to take
responsibility for their mistakes as weil as credit for
their achievements. They never view failure as the end
but as a learning experience upon which they can base
their futuse success. Many entrepreneurs have failed
more than once before they were successful, but the)

possess an indomitable spirit that fovces them to try
wgain.

ZCONOMICS AND ENTREPRENEURSGHIP

Entrepreneurship needs to be integrated into the entire
economics curriculum. Often entreprenearship is a ne-
glected concept in basic economics. As a result, the
student goes away with an incomplete understanding of
the dynamics of a narket economy. In addition, the
student is deprived of those insights that make econom-
ics not only more stimulating but more enjoyable as
well.

MICROECONOMIC CONCEPTS

Microeconomics is the study of markets and how produc-
ers and consumers participate in those mzrhets. When
consumers and producers voluntarily engage in ex-
change in markets, both leave the market having gained
from the trade. When microeconomics is taught, there
are three major concepts concerning entrepreneurship
that should be thoroughly integrated.

1. Entreprencurship is a separate fac..r «f produc-
fion. Most economics textbooks list three factors of
production: land, labor, and capital (preductive tuols).
Many vears ago, a fourth factor, entrepreneurship, “vas
almos* always inciuded in the list.

The entrepreneur perform a function in the economy
that is unique and cannot be Jescribed by any of the
otherthree factors. The entrepreneur is mere than labor
c: human capital because the entrepreneur does more
than just apply muscle or mental power to the produc-
tion of goods and services. Entrepreneurs do those
things that other laborers Jo not; they have perceptions
and act upon them.

The entrepreneur shouid not be viewed as merely a
manager, combining the other three factors of proauc-
tion and supervising them during the production period.
While entrepreneurs may also be managers. entrepre-
neurs differ from managers becausc of entrepreneuria
perception and risk taking.

2. The 1le of profits in catiepreneurship.  Perhaps
the most misunderstood concept among the put¥~is the
role of profit in the economy. Economic analysis sees
profit as an incentive. Individuals respond to price sig:
nals in the market to maximize the profits of their enter-
prises or the pleasure of their consumption.

Those F ,sinesses that correctly respond to price sig-
nals are rewarded with higher profits. If society wants
more of a product, individuals cast their dollar votes in
the marketplace and production will rise. If society
wants a resource to be conserved, its price will rise and
producer will use less. By doing what society wants
and respor.ding to price signals, producers make profits.
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Profit is also a reward for risk taking. Someone has
to anticipate what new products consumers may want,
what new technologies will work by lowering production
costs, and what reorganizations will result in increased
efficiency. Those who successfully perceive these oppor-
tunities for new products, new technologies, or new
organization will ziza receive profits.

Profits are not the entrepreneur’s sole motivation.
Research shows that entrepreneurs are motivated pri-
mar:ly by a desire for independence and a need for
achievement. Traditional microeconsmic models that as-
sume profit-maximizing behavior do not properly ex-
plain the dynamics of the entrepreneur.

3. Entrepreneurs and markets. Economic analysis
focuses on the operation of supply and demand. The
demand curve slopes downward and to the right, re-
flecting the fact that as prices fall, consumers will buy
more. The supply curve slopes upward and to the right,
indicating that producers put more on the market at
higher prices. Equilibrium is established where the two
curves intersect. This analysis assumes the existence of
both a supply curve and a demand curve. But where do
these curves come from and who or what creates them?

The entrepreneur does not see an existing demand
curve. What the entrepreneur sees is opportunity. The
entrepreneur creates demand by anticipating what it is
that consumers want before the consumer is even aware
of that want. Entrepreneurs are in the process of creat-
ing demand, not just responding to changes in prices or
in the determinants of demand for a product or service
that is already on the market.

Neither does the entrepreneur see a fixed supply
curve. The entrepreneur does more than respond to
changes in the costs of inputs and other factors of pro-
duction. The entrepreneur develops new technologies
and organizations that create a new supply curve which
did not exist before the entrepreneurial activity took
place.

MACROEC"NOMIC CONCEPTS

Just as entrepreneurial behavior needs to be integrated
into microeconomics, understanding entrepreneur.aiy
expands an understanding of macroeconomic concepws
aswell. Macroeconomics is concerned with how the econ-
omy as a whole functions: What causes unemployment
and inflation? Why does the gross national product of a
nation grow or decline? What causes interest rates to
fall or rise? Economic analysis focuses on aggregaic
supply and demand as the determinants of the level of
national income and of prices. Aggregate supply and
demand can be better understood wher. the role of the
entrepreneur is included in these discussions.

1. Entrepreneurship and innovation. Where does
Innovation come from? Innovation is the process of de-
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veloping new products, new technologies, or developing
a different organization of the productive process. The
result of innovation is always the same: to increase in-
vestment opportunities within the economy. Innovation,
by stimulating investment, increases total demand, thus
raising both the amount of output and the level of em-
ployment.

The entrepreneur is the innovator creating invest-
ment opportunities throughout the economy that accel-
erate economic growth. The innovative entrepreneur
then is the central figure in macroeconomics.

Throughout history, innovation has opened up broad
vistas of new investment opportunities. Henry Ford
devised the assembly line and, coupled with inter-
changeable parts, lowered the price of automobiles so
they could be purchased by the average American. This
innovative activity created new investment opportuni-
ties in steel, rubber, paint, petroleum, and plastics, as
well as road construction and tourism.

Not all entrepreneurial innovations are quite as dra-
matic as those of Henry Ford. Innovatior must be seen
as a process of small steps whereby existing goods and
services are improved and upgraded to better satisiy
consumer tastes. Technologies are modified slightly to
increase efficiency, or organizations are partly restruc-
tured to increase productivity. While there are few of
what are called “mega” innovations, most innovative
activity should be vie & d as a series of small steps that
result in economic z.-owth.

The process of in:. vation requires three steps:

a. Conceptualization. Seeing a need and having an
idea for a product, service, or technology to meet that
need.

Y. Perfection. The idea then must be developedand
tested for its feasibility and whether or not a market
actually exists that will justify the costs of bringing the
innovation to the marketplace. This is the longest and
most frustrating part of the entrepreneurial process.
Thomas Edison experienced over 2000 failures before
he perfected the electric light buib.

¢. Commercialization. To have a good idea is only
the beginning of the entrepreneurial process. The idea
must be converted to a product or a service, taken to a
market, and effectively distributed and sold. Each stage
requires entrepreneurial behavior.

2. Entrepreneurship in macroeconvmics and em-
ployment. Unemployment in the economy is due to
people changing jobs, the mismatch between available
Jobs and workers’ skills, and inadequate total demand
to create jobs in the economy for all who want them.
The problem of unemployment in the economy is dealt
with by stimulating total demand. The government can
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do this by monetary policy (increasing the money sup-
ply) and/or fiscal policy (lowering taxes or expanding
government purchases). The assumption is that if de-
mand can be pushed hich enough L7 government inter-
vention or if interest rates can be forced low enough,
then full employment will result.

This analysis overlooks the role of the entrepreneur
and the psychology of investment. John Maynard
Kevnes in his sexinal work in economics, The General
Theory of Employment, Interest and Money, stressed
the importance of the psychology of the entrepreneur in
innovation and investment. Should entrepreneurs be
pessimistic about the future of the economy, it is less
likely they will develop the innovations and make the
investments in those innovations that could stimulate
the economy. On the other hand, should optimism per-
vade the entrepreneurial community, then innovation
and investment will be ur *~r.aken.

3. Entrepreneurs and ecouontic growth. Ecunomic
growth is generally defined as an increase in the per
capita income of a country. Such growth can be the result
of the discovery of new resources or increased efficiency
in the use of already available resources. Both of these
events require entrepreneurial activity. It will be an
entrepreneur who will discover the new resources or will
increase the efficiency in the use of the known resources.

Another source of economic growth is investment in
human capital. This can be in the form of education,
health services, the eradication of discrimination and
other barriers to mobility. Entrepreneurial innovation
develops new ways of educating and training the work
force and devises new methods of health care delivery.
There is also a nead for entrepreneurs to seek solutions
for the remaining vestiges of discrimination that still
pervade society.

The third source of economic growth is capital accu-
mulation, which consists of supplying the labor force
with more and better tools (or capital) with which they
can work. The reason this nation, or any other nation,
prospers is because of the tools that its work force has
available. The entrepreneur is the one who supplies the
work force with its capital and continually upgrades the
quality of that capital.

Entrepreneurs then, can be viewed as the change
agents. or catalysts, who bring about economic growth.
A full understanding of the dynamics of economic growth
requires the inclusion of the entrepreneur.

TEACHING ENTREPRENEURSHIP IN
COURSES IN SECONDARY SCHOOLS

Where should entrepreneurship be introduced and
taught in the high school curriculum? As could be ex-
pected, there are several courses and levels into which
entrepreneurship can be integrated. While a full unit

et

on entrepreneurship could be taught as a stand-alone,
independent course of study, this 1s not the only ap-
proach, or necessarily the most effective. Evenif a free-
standing course is provided in the curriculum, its effec-
tiveness will be enhanced if entrepreneurial insights are
provided throughout the entire curriculum. If entrepre-
nevrship education is isolated in a single course, apart
from the whole curriculum, it may be missed by many
students who then would not profit from tneir potential
development as enterprising individuals.

Economics. The disrussion above has outlined some
of the key entrepreneurial concepts that should be inte-
grated into the typical economics course. Illustrations
of how these concepts might be taught are contained in
the lesson plans mn Part 2 of this Master Curriculum
Guide. Placing entrepreneurial concepts and the entre-
preneur into the standard economics course not only
makes the course more reflective of the real world. but
it also ¢an help to improve students’ comprehension and
enjovment of the economics course.

Business education. Perhaps the next most obvious
place where entrepreneurship should be included is in
the high school business education curriculum. In addi-
tion to the creative and enterprising attributes. the busi-
ness education course will introduce the financial and
human ma.:agement skills that are necessary for the
formation and survival ofa new enterprise. The business
education course should also have the students think of
themselves as employers rather than employees in the
market system. This view will enable the business stu-
dent to identify with the important issues with which the
entrepreneur must grapple as part of the development
of a business plan. These issues include new products,
process innovation, employee training and manage-
ment, financing the enterprise, and assessment of the
marketplace. The desired outcomes of the business edu-
cation course should include the students’ ability to deal
with the unknown in an enterprising way.

Government. The action of government in creating
and limiting the environment for entrepreneurship
should be included in courses of high school government.
Government regulations and taxes have an impact on the
entrepreneurial environment. Regulation is a burden for
all businesses, but more especially for small entrepre-
reurial ones that generally have less ability to bear the
costs of compliance.

Comparative studies should be undertaken about the
role of cntrepreneurs under alternative political sys-
tems. Why has there been a movement toward the free
market in command societies? To what extent is the
existence of one kind cf liberty essential for the presence
of the other? Can government bureaucrats be entrepre-
neurial”? These are just a few of the questions tnat might
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be posed in a government class with entrepreneurial
content,

Psychology. A course in psychology is an excellent
place for students to understand the psychological char-
acteristics of the entrepreneur and to assess their own
characteristics and capacities to be entrepreneurial. A
psychology course that allows students to develop the.r
own concepts of self-worth and inner control would be a
welcome addition to the process of entrepreneurship
education.

Sociology. The study of the sociology of entrepre-
neurship is in its infancy, but there are several ideas
that are consistent with the thrust of entrepreneurship
education. Students should realize that entrepreneurs
shape and are shaped by the culture in which they live.
Why do some ethnic groups seem to be more entrepre-
neurial than others? How does entrepreneurship permit
minority groups to enter the economic and social main-
stream? These are but two of the myriad questions that
link entrepreneurship and sociology, and high school
courses can now begin to explore them.

History. History courses are a natural place within
the curriculum to discuss how entrepreneurs have
helped determine the course of human events. History
courses too often focus on politicians, rulers, and mili-
tary leaders. History teachers can do a great deal to
expand the horizons of their students by focusing on
case studies of entrepreneurs who have contributed to
the betterment of humankind. Case studies are particu-
larly valuable if a variety of alternative stories are in-
cluded that allow the students to relate to entrepreneurs
of their same race and/or gender. Entrepreneurial his-
tory can help students understand that most progress
ismade in small steps. While the “mega” innovations are
important, progress reallv happens as ideas are adapted
and refined. The cumuiative process of improving and

_changing old ideas in an in..emental way to better sat-
isfy consumer or producer needs is the form most entre-
preneurial activity takes and in so doing makes history.

xiv
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Science. Entrepreneurship can also be a thread wo-
ven into the fabric of science courses. Since technological
advance often begins with scientific insight and contin-
ues because of entrepreneurial persistence, students
should understand the relation between scientific dis-
covery and entrepreneurship. Many of the great scien-
tists were also entrepreneurs. They not only invented
the product or technology but also brought it to the
marketpiace. Students should understand these rela-
tionships between the laboratory and the market.

Vocational/technical education. For many years,
entrepreneurship has been an integral part of many
vocational/technical programs. The majority of Ameri-
can high school students are enrolled in some vocational;
technical course or program. These offerings present an
excellent opportunity for the spreading of entrepreneur-
ship education over a significant number of students.

The focus of entrepreneurship education in the voca-
tional/technical curriculum Las been narrow and himited
to the teaching of skills needed to start and sustain a
small business, but most vocational/technical programs
contain at least a module on basic economics. In this
module the links between the market and the entrepre-
neur need to be stressed. The curriculum should be
broadened beyond skills training to include an under-
standing of how employees can be enterprising as well
as units on the nurturing of entrepreneurial traits and
characteristics.

CONCLUSION

Those who design secondary school curricula shculd
make sure that entrepreneurship has its place in eco-
nomics, business education, history, science, psychol-
ogy, sociology, and vocationalvechnical education. En-
trepreneurship is neither a separate nor an alien
concept, but one that can enrich the students’ under-
standing of a variety of subjects in the regular curricu-
lum. Perhaps more important, the study of entrepre-
neurs and entrepreneurship can demonstrate how
enterprising behavior can hai ¢ 4 positive impact on soci-
ety. Entrepreneurs are good models for students to
emulate.
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LESSON 1

Entrepreneurs—then and now

TIME REQUIRED:
One Class Period

CONCEPTS:
Entrepreneur
Eaterprise

INSTRUCTIONAL OBJECTIVES:
Students will:

® Define entrepreneur and give examples of outstand-
ing entrepreneurs in American economic history

e Compile a list of characteristics and traits common to
successful entrepreneurs

® Identify and discuss contributions entrepreneurs
make to improve the quality of life for everyone

RATIONALE:
The American free enterprise economic system encour-
ages individuals to take the risk of starting new busi-
nesses. A recent study indicates that approximately
8,000 new businesses are started every week in the
United States.

Our country’s economic growth is directly linked to
its entrepreneurial activity. Individuals see a need in
the marketplace to introduce a new product, a service,
or atechnology. Based on their perception of that need,
these individuals start a new business.

This economic activity benefits everyone’s quality of
life. New businesses introduce new products into the
marketplace that make our lives easier, give us more
leisure time, improve our health, offer us more choices,
and usually create jobs.

By studying successful entrepreneurs, we can under-
stand the relationship of their contributions to var coun-

try’s economic growth and to our ever improving stan-
dard of living. We are also able to recognize skills and
traits common to successful entrepreneurs.

MATERIALS:
¢ Examples of new products

® Activity 1 “Entrepreneurs—then and now”

VOCABULARY:

Entrepreneur an individual who recognizes op-
portunities (wants or problems)
and uses resources to implement
innovative ideas for new,
thoughtfully planned ventures

PROCEDURES:

1. Display on a table in the classroom approximately
10 new products with which students would proba-
bly be familiar.

Examples:

Post-it Notes
Nintendo Game
System

Velero
Compact Disc
Microwaveable Food

Car Telephone Disposable Camera
Corian Countertop Pizza Delivery Service

Sample Discovery Credit Card
Reusavle Cold

Compress

(Refrigerator type)

In cases where you cannot obtain the product, dis-
play advertisements or pictures of it.

2. Discuss these products with students.
a. Do they have any common characteristics?
b. How do they improve our lives?
c. How do they benefit society?
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3. Encouragestudents tosuggest other new products 8. Askeach student to read the story and be prepared
with which they are familiar. Introduce the con- to:
cept of economic goods and services. Discuss the a. identify and describe the product or products
introduction of new service products as new busi- the entrepreneur introduced to the market-
nesses as well. place
b. discuss any unique characteristics of the entre-
4. Discuss the concept of entrepreneurship with stu- preneur and/or the product and business
dents. The word was introduced by the French c. list any benefits to society contributed by the
economist J. B. Say in 1803. It means “to under- product and business
’”, o 1 7
;a:ll;?n;ss:meone Who starts his or her own new 9. Divide the class into small groups. Each of the
students in the group should have a story about a
5. Aska student to go to the chalkboard. Encourage different entrepreneur. Have each stident share
other students to call out products and individuals with his or her group the assignment .1s described
associated with them. Examples: in procedure 8 above.
Car—Henry Ford 10. After each group has learned about the individuals
Fried chicken—Colonel Sanders portrayed in their assignment, ask the students
Apple computer—Steve Jobs to compile a list of strengths, special traits, and
. . . characteristics of the successful entrepreneurs.
6. _D1scus§ thfz relat19nsh1p of thesg products to start- Request each group to appoint a group member to
ing entire industries—automobiles, fast food, per- record their findings.
sonal computers, etc.
11. After the groups are finished with this activity,
7. Distribute to each siudent one of the stories pro- ask the recorders to share their conclusions with
vided in Activity 1 about an entrepreneur from the group. The teacher or a studen: should assem-
American history. (You may wish to substitute ble the class list on the board for discussion and
other stories, particularly stories about entrepre- review. Leave the list on the board if you plan to
neurs in your community or region.) conduct Lesson 2.
ACTIVITY 1 - PART A ACTIVITY 1 - PART B
Entrepreneurs—then and now Entrepreneurs—then and now
Benjamin Franklin Miltor. Bradley
17061790 1836-1911
Bevumin Frnkin s aneof 17 chldrenof  poe bt e 10 ach the chiben the wsbabes and o to Milton Bradley Games

4

Ieonest candlemuker 1n Bostoa, There was not encugh
money to aow um to £9 10 sehool 80 be became as
pprentics pruster 10 Lis brother. This was an unheppy
relstionshrp beciuse, hie many brothers, they agreed
uwmumm-.umm Whie s teene
ager, Fra. Jdy went to England
‘hnbcpndeﬂdhhnh‘.\nuam
He

read. The asies of Poor Ruhard’s Almanack wiumately
resched 10,000 copaes a year—eecond only to the Bible
1a the colonses

Frankke wis also the f3at person to bebeve 3 newe-
peper advertising He recogrised that the pexce of news-
papers to the pubbe could be kept down if part of the

cost was picked up by advertisers. Bat be oould not
4 Ser b nk

nm«mmmmnhmmm
mv.{wl’hhddpmahmhulmm{mnm
aeutt 1 Phaladeloh

bwulbmmlhrnm&re{uhrpnmd-
ready i buninesa, The only way he could mucceed was to
dot better. Ho started s new newspaper, Tae Pennyls
muccuua mmmm-mmmu

S0 he began by advertung an rvem_sa of his own, the
Frankba stave, The stove wis an ingemous device that
wes & supensor way of hesting cold and drafty colorua)
Domnes. Sales of bis stove boomed due to sdvertinng
Other colonual moerchants begua to sdvertises 00, In
3ddition to beng 8 shrewd busingsaraan, Frankbn was
also & Ereet iaventor. lnhﬁ.u&ymﬂmmh

nyngs, M wellss
mmu-mnmmmmm
But by far Frankha's most proftable enterpries was

Poor Ruhards Almanack, which be published snanally
betwoen 1732 end 1757 What made Poor Ruchard's Al
manack ruque wis that K was "8 book for every mem-
ber of the fanily,” It inchoded recpes, postry, Katoncal
dates, I8pe, 4d the times of the ecart sessons, For
perents, the simanse was arrsnged 0 that they could

does Benjauma Frank.
ln.Huxpmmmmemy He tavernted bt
#3] glasses. He devised & vanety of medicines,
Frankha became one of America’s grestest states-
men. He was 1360 8 great philantheopist. It was ssad of
hira that Ais & contaned the umque elements that

and invention, coenuity services and phulanthropy,

l‘m‘lufnt‘-mﬂl--&& Bownrnucs ond Endreyrernrsie  Toathiog Sm, wpas © Jurt Councl sa Economic Educs

on, New Yoek N

When Abrzham Lincola 8731 grew & beard dunng the
1860 presade stial campaign, 1t almost spelled fancial
na for a young Massachusetts bihographer pamed Mi-
ton Bradiey.
mm«.wmmMyu

Pt wth has odle press.

Bradie) folowed ht frsend’s advice and came sp sih
the Chackernd Game of LVee & contest in whach players
rached op points by landing o6 squares with words hks
Mmﬂm'b& svorhing coes with Rutn and

-mmwmwmm-n
& hariess chin. When Lincotn suddenly rendered the
hienets cbsolete. Bradley was forced to destroy several
hondred thousand prinds. This put the Sthogrepher on
the rasor’s ¢dge of baakruptey, untd s frend suggested
thst e try inventng & boara game. which he could then

Pedding the game persocally through.
oat New York and New Englard, Bradiey sold 43.000
copies the Airst year, M/Wmﬁubcb«nmw
(s L]
mmwm«mma‘«
Abe Lincoln's brard.

Sowres r-rn.J &3 Dntvoprvnanrs The Mem ond Womes Bebrad Fomont Bt spmmss snd Kow Thoy Woda 1L G K, Hod & Co © is6.
Reprmtad o1th the Jormumen Bostaon. il

oS K Ha & Con

From Mester Cxrmostom Guds, Zconomus end Entevprenruriiey Yoacking Srelopun © Jomi Council oa Econorme Educs-

Do, New York, NY.
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ACTIVITY 1 - PART C

Entreprencurs — then and nov:
Maurice McDonald

1902-1911

Richard McDonald

1909~
McDonald’s Hamburgers

Brothers Maunce and Richard MeDonald left therr New
Hampakure nillage of Bedford for Hollywood a 1928
with dreams of becomung actors,
It wasat on theater marquess, bowever, but thder
the golden arches of & San Bernardino hamd wper res-
taurant that the two woull later see thewr nasma mn bebts.
Afer (adng 10 make R as actors, the MeDonalds rea
several businesess. incading & rovie theater. before
openang they hartburger stand in 1948, Unbke sonlsr
pr d 10 order, the MeDonalde
stand wrved pr dy-to-go b

Kroe (1902-1684), & former big-band panet who was
then workang a8 & sales agest for a mclishake mixer
frra. Kroe convinced the brothers to allow him to sell
the NeDonalde” name and concept 1 vther restacrant
ope tors,

There were sorne 300 MeDonald's franchuses by 1961,
when Kroe bought cut the drothers (who then retired)
for $2.7 pulon.

ARbough this s would seem soall compered te
the comapany’s eventual SOctess, the brothery remuned

15¢.
In 1964 therr bunness caughit the sttervaon of Ray

"We idn't know of this was yost & fad that
would peter ot Rachard MeDonald recalled fa 1953,
*tt 1 have & regrets”

Sowrve. M-u Asl-nn-nm muﬂ_‘-av-.-wlmmmuuunmuwuo K Hald Co O 106

G K

sty Curraculym Gurde. K concmcs and Enirpreneursig Toaching Straiopos © Jout Counail oa Economee L aen-

Froes M
Gon, New York, NY

ACTIVITY 1 - PARTD

Entrepreneurs then and now
Berry Gordy. Jr.
1929~

Creator of the Motown Sound

“Therw are very few incividusle in this COWKTY, and prob-
ably around the world, who have not beard of or beea
inBuenced in soae way by the Motown sound. The bet
of great sars ¥ secongty endiese,

Saokey Robineon, Duna Ross, Marvia Gaye, The
Temptationa, Lionel Richis, The Jackson Five, sad
Sevie Wonder are only a few of thees grest performers
who during the 1900w and 1970s put a Jot of soul into
the muzsc work and the natica. The Sevelopment and
ugruficance of the Kaaxc, bowever, dvd ot come about
by scadent. It was the direct result of the ambetion and
ezirepronwanial abity of coe man.

Berry Gordy. Jr . was boem the seventh of eight chl)-
dres in Detrot oa November 26, 1723 Although be
never Groahed high schoot, Berry obtaned his hgh

4 )ob st a Ford Notor Company plant where he made
about $80 & week. Berry found the work 5ot 10 bu bking
He started, with a partner, & record sore called the 3-

P, ) and

D Nart, whoch fided shoetly thereaftor, However. &

11969, Berry Gordy, Jr , b rrowud $500 froes Ms fam-
Sysadstarted s smallrecord ¢ mapany, TY s company was
DX A irwtant success. It was 1 ¢ uat { J2 Lhek the coma-
Paay was w good Soancal aheps, [n thet yeur, Motowa
had 11 Top Tem Rock and Blaes hits sad wa firmly estab-
anwm mmuw«-

tinued wores

Aroaghout 1 naton. There have bx et o0
mmmuw-mdmw

boes of dotk Thars ke aleo the

wwwummuu
hmwmum‘hudtvml

roster
nation and cocdict of the time whes Barry Cordy started
the businsss. The rrire made by many black

wnd other professicnals would aot have besa possible
Wbt the succens of Notown,

Frem Master Curry
o, New York, NY,

A Toaching Straiapes O Joust Counsl oo Lovassue Edune.
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ACTIVITY 1 - PART E

Entrepreneurs—then and now
Lawra Clough Scudder

1881-1959

Akhough Laurs Clough Scudder had alresdy schoeved
& 7lace m hustory (n 1918 as the first female sttomey in
Ukiah, Cakforran, whea she dred 1 1360 she was haded
a8 the “Potate Chip Quees of the Weet.” During ber
bietims, Lacrs Scudder earned degrees i law and aurs-
N.MMIWPMMWWA
West Cosat.

lnmlmmwmwmdm-bym
pownsd from glaas duplay ases, Grocers put the chips in
Prpor bags whea they were purchassd, and by the bt
the consumer arrived hoene, the chips were often stale
and broksa. Scudder decxded that she could make better
mmmhmnnywmmu

The provided
the -Md

hetp. The employees Look aheets of waxed paper hor ¢
8t raght and hand-troned thew :nte bags. The pext day
8t work, they flled the bags with fresh potato chipe and
sealed each bag 2 Lhe top with more bot frong

During the early years of the basuness, the Scudder
family delivered thetr bags of potato ehpe 1o sores 1
the famaly sutomobide, Soom, they found they needed 1o
purchase & panel truck te deliver the growing sumber
of bags sold. Origwnally dekvenng ber Mayower Potate
Chips ta southern Cabforma only. Scudder eventually
branched oot te mcdude northern Calfornia, where gro-
cers 20ld ber ctups under the rame Blue Burd Peats
Chup Company,

By lﬂ&W&pﬂmeNyomehMM-

of allowing 1o serve
thermelves,

In 1928, Scudder produced her et beteh of hattle-
fried potato chit® ka the katchen of ber bome She begaa
‘with 200 pounds of potatose—washed, peeled, and sieed
by hand. Latee, the business was moved tes drack budde
ing that she and her busbend bult pert te thewr bhowe.

As e sales grews Scudder hired other women to

[: ginsl plant and she opened & second muw
[acturing plast i Freeno, Calfornis, The business mow
employsd 1.000 people and socounted for about 50 per-
cent of the potate chip arket @ Callorrua, Annasd
sa5es chinbed te $15 mulbon. [a 3967, Scudder sold her
Ppotate chip company to Siynal OV and Gaa Compaar sor
bearly 33 pulhon.

Sewres. '»
1o Enirpromoet Mogeraa, Lrews, CA, Seyiamiar 1900

s Gusde & ond

Nosen® by Fronses K, Roprvied vid prnwan

Trem Mosor Co
Len, New York. NY

A, Toacking Strasapwe © Jomt Counc' s Economes Educe-

O

ACTIVITY 1 - PART F

Entrepreneurs—then and now
Mary Anne Jackson
1954-

Juggtng & carver and iotherhood, MATY Anne Jackson,
33, found bersell devoung Sundsy Faghts te prepanng
taaty, itntous meals that would be easy for & baby.
stter to serve ber young daughter when she was &t
work. When she lost her Job.Jackeon tarned thu Sunday
g routane e & business,

Her company—=XNy Own Mesls, [te —us the Birst Lo
ensssmarket packaged for chidren sged twe Lo
“gdt. The company produces Sre different meals with
Rasmes such a3 *Ny Turkey Meatbel® and “Chuchm,
Please ” The meals retad o Jess than $3.00 each

The mveals are pressure-cocked and vacoum-sealed in
Plastac pouches WINE & retort proces wharh makes
thers shelfotatie The meslscanbe s cmed in s
purse and heatad ot & friend's bouse, b mse they e
ot froeen, they hest up n ¢ few mustas. The retort
packagng ales enabies Jackson te vie for shelf space
" g TIATReG rather than slots 1n the evercrowded
frosen food section, whach are karder to come by,

Suvcw APAI IS, tha company has been seling mesls
Urough a subermarket chan in [thnols and through the
waid, Compady sales totaled $500.000 for the yeer.

Sewss "100 uns Masle bt THA® Voutors Megpomas New York, NY, Nevembor 1998, Roprosod with pormassuin.

luquvnnh- Gurbe, Eeononsce and Exovprearersdy, Toaching Stralapus © ot Louncl sn Economee Educe-

Frem
oa, New York, N




LESSON 2

Can I be an entrepreneur?

TIME REQUIRED:
One Class Period

CONCEPTS:
Entrepreneur
Human Capital

INSTEUCTIONAL OBJECTIVES:
Students will:

e Identify and discuss the common characteristics of
people who become entrepreneurs

e Rate the importance of specific characteristics to the
success of entrepreneurs

o Compare their rating of specific characteristics with
the rating given by entrepreneurs

e Evaluate t* >mselves in terms of the characteristics
common to entrepreneurs

RATIONALE:

Entrepreneurs tend to exemplify . ome unique “pack-
ages” of characteristics that tend to distinguish them
from other people in the economy. Their principal moti-
vation is the need for achievement coupled with a strong
desire for independence.

While money is important, and no entrepreneur
launches an initiative with the expectation of going
broke, the earning of money tends to be a secondary
consideration. Money tends to serve more as 2 barome-
ter of success and accomplishment than as a goal in and
of itself.

The following are characteristics that are generally
common to entrepreneurs: independent, responsible,
goal oriented, self-confident, creative, and willing to

take calculated, somewhat coutrollable risks. Deficien-
cies in any one of these characteristics tend to limit
entrepreneurial activity.

The most essential characteristic of an entrepreneur
is self-confidence, or what psychologists call “inner con-
trol.” This is simply a belief in oneself; a belief that one
can do it. Entrepreneurs see their ideas worthy of
pursuit and themselves capable of seeing the venture
through to.a successful conclusion. Entrepreneurs are
agents of change. If entrepreneurs do not believe in
themselves, they are likely to abandon the effort when
fazed with resistance.

While research has revealed a number of characteris-
ties and traits that are common to successful entrapre-
neurs, it has also shown that many of the skills and traits
of successful entrepreneurs can be acquired. Entrepre-
neurs have developed abilities through education, train-
ing, experience, apprenticeships, and role-model expari-
ences that assist them in their entrepreneurial ventures.

It is important for potential entrepreneurs to acquire
personal insight into their own abilities, strengths, and
weaknesses. Anyone exploring entrepreneurship should
develop a personal profile to focus their abilities and to
pursue initiatives compatible with their strengths
rather than their weaknesses.

MATERL...S:

e Activity 2 “Important traits for the successful en-
trepreneur”

e Activity 3 “Ratings of traits by entrepreneurs”
- Activity4 “My entrepreneurial traits”

VOCABULARY:
Entrepreneur an individual who recogmizes op-

portunities (wants or problems)
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Human Capital

and uses resources to implement
innovative ideas for new,
thoughtfully planned ventures

the productive capacities of hu-
man beings as income-producing
agents in the economy

PROCEDURES:

1.

Ask students to review the characteristics of en-
trepreneurs that were listed in Lesson 1. (If using
Lesson 2 without Lesson 1, ask students tc brain-
storm characteristics of people who have started
successful businesses.)

Distribute Activity 2. After discussing the var® ,.s
traits to assure that students understand their
meaning, ask students to place an X in the appro-
priate box for each trait.

Tabulate the students’ ratings of the traits. Add
the numbers assigned to each trait by each stu-

dent. The higher the total figure for each trait,
the more important its rauking.

Distribute Activity 8. Compare students’ ratings
with the list given by entrepreneurs. Numbers in
parentheses correspond with numbers on Activity
2. Discuss the three levels of traits. Be sure that
each student is able to define these char-.teristies.

Distribute Activity 4. Ask students to complete
the evaluations of theraselves.

Have students compare their entrepreneurial
traits with those ranked by entrepreneurs (Activ-
ity 3).

EVALUATION:

As a homework assignment, have students answer this
question in a one-puge composition: “How Entrepre-
neurial Am [?”

Dl
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ACTIVITY 2

Important traits for the
successful entrepreneur
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ACTIVITY 3

Ratings of traits
by entrepreneurs :

A, Most important for success
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ACTIVITY 4
My entreprencurial traits
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LESSON 3

What does the entrepreneur
need to know?

TIME REQUIRED:
Une to Two Class Periods

CONCEPTS:

Huiiian Capital
Opportunity Cost

INSTRUCTIONAL OBJECTIVES:
Students will:

® Define human capital and list reasons why the entre-
preneur is interested in developing his or her human
capital

* Analyze problems of an entrepreneurial enterprise to
ascertain needs for human capital development and
the opportunity costs involved

* List ways in which human capital is and can be de-
veloped

* Compare data on the egucational background of en-
trepreneurs with that of the general public

* Statepossible reasons why new entrepreneurs gener-
ally have a higher formal educationa! background
than the general public

RATIONALE:

Besides having certain personality and physiological
characteristics, such as independence and a high energy
level, the successful entrepreneur,tmm-gér:erally also
have some knowledge of business practices and proce-
dures before starting a business. This has become more
important as our business and economic world has be-
come increasingly more complex. Successful entrepre-
neurs start their businesses with some expertise in one

or more of the following areas: managing people and
resources, marketing goods and services, keeping busi-
ness records, acquiring finances producing goods and
services, and understanding the economic environment
in which the business operates.

This does not mean that entrepreneurs must be ex-
perts in each of these areas. They should know enough
akout or be willing to gain more knowledge about the
aforementioned areas in order for their businesses to be
successful. If other people are hired to do some ot
these functions, the entrepreneur should at least have a
general idea of what should be done in the functional
are2 for which an individual is hired.

Economists call the development of such knowledge
and understanding “human capital.” What this basically
means is that the person is being educated to be more
productive.

Humar: capital can be developed in many different
ways—the formal school setting, self-education, busi-
ness-sponisored training programs, and on-the-job expe-
riences. As will be shown in the activities to follow,
many entrepreneurs use one or more sources to develop
the knowledge and understanding necessary for opera-
ting a successful business.

MATERILS:

-

e Activity 5 “Julie’s dream”

* Activity 6 “Additional courses and training taken
by new business owners prior to starting rew busi-
nesses”

® Activity 7 “Owner age when business formed”

® Activity 8 “Formal education of new business own-
evs and the adult public”




VOCABULARY:
Human Capital

the productive capacities of hu-
man beings as income-producing
agents in the economy

first three queetions. If the responses are reason-
able, they should be accepted. When considering
the procedures used for developing human capital,
you may want to use Activity & and Activity 7
either as transparencies or as handouts. Activity

Cpportunity Cost the highest valued alternative 6 shows the additional types of formal training
that must 13e ff)re%one because that new owners indicated they had taken before
another option is chosen starting a new business. On-the-job training or

experiences working as an employee for another

PROCEDURES: business are not mentioned here. Activity 7alludes

1. Have Students brainstom the competencies gen- to the experiential fa(!tor, Since most new owners

eraily required of all entrepreneurs—whether
they operate a shoe store or a record shop. Try to
categcrize the responses into such groupings as
finance, marketing, management, production of a
product or service, general knowledge about the
economy, etc.

start a business after havi.ig worked for someone
else. Less than 10 percent of new owners, for ex-
ample, are under 25 years of age, indicating that
most gain some experience working for others
price to starting their own business.

5. Distribute Activity 8 which shows by a pie chart a
2. Optional. Have students ask people in the commu- c?mpax;sor.l of thevformal educat(;(:naihbac(;(%xt'our;}d
nity who own small businesses to list the five most of néw business owners compared <o the a Wt pub-
important things they needed to know for success lic. Students may have_a difficulty working ‘.v'th this
in their business. Have stud nts report on the at first. Some instruction on hov: to read pie charts
interviews. Attempt to categorize the responses probably would be helpful, sqch as the entire pie
of the small business owners according to such equals 100 percent, hal_f the pie ec’;'uals 50 percent,
groupings as finance, marketing, management, an('ima: quarter Of;?s.p'e tgq'ptals. 25 pﬁrc%n;.
production, accouncing, general knowledge of the e purpose of this activily is to snow that gen-
economy. Determine the category that seemed to erally new bl.lsmess owners are not dropouts from
be mentioned most frequeriiy schools. While some of them did not complete
o high school, the vast majority have more formal
3. Distribute Activity 5. Intrcduce the activity to the etaduca}txé) n t:anhth:hger}eml };ugilc. It is important
class by indicating that this case problem describes 0 point out Why this is probably true.
a business that is having some difficulties—diffi- EYALUATION:

culties that are typical for a new small business to
encourter. Have the students read the case situa-
tion and answer the questions. Individual or group

After the students have completed the activities, ask
the following questions:

work can veused to complete this assignment. The 1. What is human capital?
responses are somewhat open-ended. 2. Why is human capital important to a small business?
3. What are some ways to improve the human capital
4. Have students discuss their answers. Students of a firm?
may respond in ways other than those indicatedon 4. Why do you believe new business owners have more
the answer key. This is particularly true for the formal education than the general public?




ACTIVITY 5

Julie's dream
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ACTIVITY 6

Additional courses and training
taken by new business owners
prior to storting new businesses
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ACTIVITY 7

Owner age
when business formed
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ACTIVITY 3

Formal education of new
business owners

and the adult public
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LESSON 4

Have you ever had to make
up your mind? (scarcity)

TIME REQUIRED:
Two Class Periods

CONCEPTS:

Scarcity

Factors of Production
Production Possibilities Curve
Opportunity Cost/Trade-offs

INSTRUCTIONAL OBJECTIVES:
Students will:

* Identify and explain the concept of scarcity as it exists
in situations in their own lives and in an entrepreneur-
ial enterprise

* Identify and define the four factors of production

* Explain the meaning of a production possibilities
curve

* Define the term opportunity cost and explain how this
term is demonstrated by the trade-offs made in a
production possibilities curve

* Construct a production possibilities curve based on
the data provided

RATIONALE:

Scarcity is the central econemic problem. It exists be-
cause of our limited ability to produce goods and services
to satisfy our unlimited wants. We can’t make as many
goods and services as we want because there is a finite
amount of resources we have to use. Production is the
result of the comFination of the four factors of produc-
tion: land, labor, capital, and entrepreneurship. These
factors exist in limited quantities so we cannot satisfy

~no
Piffe!

all of our wants. Scarcity necessitates choice. Every
time we choose to use scarce resources to make one
product, we must give up the coportunity to use those
resources to make something else. This prscess of mak-
ing trade-offs is the environment in which all American
businesses exist and should be examined by students
enrolled in programs in entrepreneur education.

MATERIALS:
o Activity 9 “Tony’s production choice”

¢ Activity 10 “What would you d¢ if you won the
lottery?”

o Acuvity 11 Comprehension quiz, lesson 4

VOCABULARY:
Scarcity the central problem in economics
resulting from the imbalance be-
cween relatively unlimited wants

and limited resources

Factors of Production resources necessary for produc-
tion, including land, labor, capi-

tal, and entrepreneurship

Land natural resovices (“gifts of na-
ture”) before they are changed
by human effort; a factor of pro-

duction

Labor human effort used to produce
goods and services; a factor of

production

Capita’ tools of production; goods used
to produce other goods and ser-
vices; a factor of production (not

money)
13




Entrepreneurship

Production
Possibilities Curve

Opportunity Cost

the combining of other factors of
production to create goods and
services; a factor of production

a graphic representation of the
different combinations of two
products that can be made from
a finite set of rescurces

the value of a second choice that
is given up when a first choice is
taken; the highest valued alter-
native that must be foregone be-
cause another option is chosen

PROCEDURES:

1.

Ask students to identify (make a list of) three dif-
ferent things they like but don’t have enough of.
Compile a list of these on the board and discuss how
they relate to or demonstrate the central economic
problem of scarcity.

Choose one of the items from the list compiled in
procedure 1 above. Be sure the item selected will
clearly require examples of each of the four factors
of production to produce. Ask your students to
identify the resources that are used to produce the
designated product. Guide this discussion into an
explanation of each of the four factors of produc-
tion. The fact that we have limited supplies of
these factors causes scarcity and forces us to make
choices.

Define and give examples of opportunity costs. Ask
individual students to describe a situation in which

they were forced to make a choice and to identify
the opportunity cost of their decision.

Distribute Activity 9. Students may work on the
exercise individually or in groups. It may be neces-
sary to help less able students complete their work.
When the students are finished, go over the work
together. Discuss the parts tnat they found dif-
ficult.

Point out the fact that in this example there is a
constant ratio, or trade-off, between the produc-
tion of pizzas and the production of spaghetti din-
ners. Each time Tony makes another pizza, he
must make three fewer plates of spaghetti.

¢ You may want to explain that this often isn’t
how production works in reality. Usually there
isn’t an even one-for-one trade-off between two
types of products because not all resources are
equally well suited to all types of production. A
cook who makes good spaghetti may make a
poor pizza. If we require people to woik at jobs
for whizh they are not trained, they will not be
very productive. If they are reassigned to a task
for which they are better suited, their produc-
tion should increase.

¢ Discuss with your students the kinds of things
they do well or poorly. Ask them why they are
better at some tasks than at others.

EVALUATION:
Evaluate this lesson using Activity 10 or Activity 11.
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ACTIVITY 9
Tony’s production choice
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1. 1f Toay wants to make 75 pactas & g, Dow many spaghettd dunners will be alao be sble (o make?

£

2. If Toay decades 1o reduce has preza productaon to 50 froca 75, how many more spaghetti dinners will be be shie
10 produce than befors?  ¢3 more

3. deniify axamples of each factor of production that xwst have been tsed 1o produce one of TooY's puzas.
m-mv\uﬁ.;;.}.umo(mmm. " o7
Land Land on which the whest for the £our was grown, trees used to make faper
Labor TonY's efforts to make prezs and spaghetti
Capetal The stoves and pans Tony uses

Eatreprencarsiup Tony startng and operating his pusa/spaghettl bunness
{Continuad)

Gusde. B od e WAy Toaching Stratogrse © Jount Councll on Economet Ldwen-

From Waser O dy
ton, New Yok, NY
A 4

4 What would Toay's opportanity coat be if be decaded 1o IncTease s production of piceas troem 75 to 1001
The value of the 75 speghetti dinners he would pot be shie to make.
§. How does thus situstion demmonstrats the central econotas prodlem of scarcny?

Tony hes scarce resources that hrast hu ebabty to produce puzss and spaghettl,
This forces um (o make choices.

Now use the data from the table on the front of thus shest to drow a graph of the dyfenent production
cAonces Tony conld make.

Production Chaces Toay Could Meke
Procuction
s [( PosaitiXios Curve)
w0
8
]
£
9 4] 1% E2: b
SeaghentiOviers

ACTIVITY 10

What would you do
if you won the lottery?
Choose four people (ot Jeast one sdult) Lo ask wrat thay woald buy if they won $1.000 i & lottary. Write thar

answers W the spaces bekow.
Be prepered to talk in ¢lass shout thew anawers and the questions ot the bottom of the page.

PERSONNO. 1 waapale O femade O

ADOUS s, Years 634

Thas Person would buy.

PERSONNO.2 waroule [} femsbe O
ADOUL o YEATS W,

This person would buy,

PERSONNO. 3 wasmale O ferate O
ABOUR ..y YO OIS O

Thus pernn would buy.

PERSONNO. 4 waaule 0 femule O
[V T G 7YY, ¥ X

‘This person would buy.

Think abéat the aniwers adove and the questions Selow,
Be preparad to discuss thess questions ix class.

1. Why eaat people have il the things they want?
2. How o people chocse which things they want?
3. Why do &farent people want differen thinge?

From Mester Curmentum Cuids, K comomcs and Entregrrnenrsits, Toaching Stratapes © Joik Councdd sa Ecorcense Educe-
tan, New Yorx, NY.

ACTIVITY 11

Comprehension quiz,
lesson

PMRT
Read the statacnents below.
Place o “T™ {n front of each of the ot emeats you think is true and ignore the space below.
Place an °F* in front of each of the statements you tunk is falae: thea write the statemsent correctly in the space
provded.
LIS Scarcity sxists becsuse aneny people o nt have enough mooey,
Scarcity axists becauss thare are ot enouth productive rescurtes 00 satialy all of our wasts,

T 2 It fo pacessary 1o have all four factors of production for production te take place.

F 3 The four factors of production are land, labor, money, £d ertrepreneurabip,
Tha foar factors of production are land, labor, caprtal, and entrepreneurship,

T A production possibutities curve shows different conberations of tws products that can be peoduced Broe
& sat of resources,

F s 101 docide to spend 3616 £0 10 8 1ovie Inatesd of Wng the money o buy & book, Iy opportaaity cost fe
the value of the $3 1 spent om the movie.

Mymcnnmrwumvuwohmmll-wldhutm‘nunyumm

Part
Stady the graph to the right and answer "
the following questions.
4. [1Joe o baking 35 cakes, how maany pies can be bake? -
—_ - N\,
7. 1Joe decides Lo bake 25 phes. how many fewer cakss M \\
will be be abie to peoduce? »
» N
_— " N
8. What would be Joe's epportunity cost if he decsded
0 use Al his Fesources Lo make 30 piss? -
Thie lost value of the cakes that he could have produced 24 & aecond choice,

dum Gunde, £ 4 . Toaching Sirsloros © Juiat Councl o Eosacone Tduco-

tor Jou's Bahiry

w W o o» n »
rits

Trees Master Cu
tom, New York, NY,
»
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LESSON 5

The role of entrepreneurs
1M OUr economy

TiME REQUIRED:
Two Class Periods

CONCEPTS:

Economic Systems (traditional, command, market,
mixed)

Competition

INSTRUCTIONAL OBJECTIVES:
Students will:

¢ Identify and compare the basic types of economic
systems in which an entrepreneur can operate

o State at least five contributions of competition and
give examples of each

o State and give examples of at least three benefits of
entrepreneurship to society

RATIONALE: .

Societies develop economic systems to provide a struc-
ture for determining how limited resources will be used
to meet the unlimited wants of their members. To date
societies have developed three basic types of economic
systems: traditional, command, and market. A fourth,
the mixed economic system, is a combinatiou of the first
three systems for making economic decisions.

Entrepreneurs flourish in the raarket economy be-
cause this system empowers individuals to make eco-
nomicdecisions. Profit serves as the incentive to encour-
age individuals to take the risk to start a new business
venture.

Through personal initiative and the effective imple-
mentation of innovative ideas. entrepreneurs respond
to economic wants and in so doing make a significant
contributic - to the betterment ofany society. Entrepre-

16

neurs are always looking for ways to improve the effi-
ciency of the economy, and when they are successful,
they stimulate economic growth, The result of this im-
proved efficiency, economic growth, and job creation is
expanded economic opportunities for each one in the

. economy.

MATERIALS:
e Activity 12 “Basic economic systems”

o Activity 13 “Scenarios for economic systems com-
parison” and “Response page”
e Activity 14 “Contributions of competition”

o Activity 15 “Product competition in a market
economy”

o Activity 16
ciety”

“Benefits of entrepreneurship to so-

e Activity 17 Case studies (Part A and Part B)

VOCASULARY:
Entrepreneurship the human resources that as-
sume the risk of organizing other
resources to produce goods and

services

the institutional framework that
people use to allocate resources
to produce and distribute goeds
and services. Economic systems
operate to answer the three basic
economic questions: What is to
be produced? How is it to be pro-
duced? For whom is it to be pro-
duced?

Economic System

31




Traditional Economic an economic system in which pro-

System

Command Economie
System

Market Economic
System

duction and distribution deci-
sions are largely determined by
custom, i.e., the way things have
been done in the past

an economic system in which a
central authority makes the ma-
jor production and distribution
decisions; a system in which a
central authority, usually gov-
ernment (e.g., politicians, civil
servants, and military), decides
what to produce, how to produce
it, and for whom it shall be pro-
duced

an economic system in which the
major decisions about production
and distribution are made in a
decentralized manner by individ-
ual households and business
firms following their own self-in-
terest. Inamarket economic sys-
tem, individual consumers and
producers make decisions based
on prices about what is to be pro-
duced, how it is to be produced,
and for whom it is to be pro-
duced, based on decisions they
believe will benefit them individ-
ually

PROCEDURES:
DAY ONE

L

Discuss with students the differences among the
three economic systems. Use examples of the three
systeris, both in past times and in modern times.

Distribute Activity 12.

Divide the classinto six groups. Assign two groups
to be traditional, two to be command, and two
to be market economic systems. Give each group
Activity 13,

Assign differert situations to different groups or
the same one. to all groups. Instruct the groups
as follows:

* read each of the assigned situations given in
Part A

* discuss among group members how the eco-
nomic system will react to this new situation

* have the group record answers on Part B.
Have each group share its answers with the class.
NOTE: Procedures 1-5 can take one class period

depending on how many situations students must
respond to.

DAY TWO

6.

9.

10.

11.

Distribute Activity 14. Discuss it with the class.
(This handout could be assigned as homework to
be read prior to class.)

Divide the class into groups. (Change the composi-
tion of the groups from the previous day.) Assign
each group a product. (Teacher can have the prod-
ucts written on separate pieces of folded paper.)
Suggestions of products for the activity are: cars,
sodas, sneakers, pizza, jeans, toothpaste.

Using Activity 14 as a guide, tell each group to
give an example of how a business in its product
line accomplished each contribution. Example:
A. Can lead to lower prices

. cars—rebates

. sodas—discount coupons

. sneakers—seasonal sales

. jeans—ifree shirt with pair of jeans

. pizza—Ilarge pizza for price of medium

. toothpaste—redemption prize

S O b OO DD

Distribute Activity 15 for students to record their
responses.

Have each group share its answers with the class.

Give each student a copy of Activity 16, or use as
a transparency. Discuss the list of benefits with
the class, making sure all students understand the
benefits. Ask the students to give examples.

Distribute Activity 17. Depending on the amount
of time available, have students compl.te the activ-
ity in class or as homework.

EVALUATION:

Ask the students to find a current entrepreneurial case
study 2xample in newspapers or business journals, such
as Money, Inc., Entrepreneur, etc. They should read
the article and list examples of benefits to society that
resulted from the entrepreneurial activity.

)
oD
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ACTIVITY 12 ACTIVITY 13- PART A

Basic economic systems Scenarios for economic
systems comparison

AR countrres Mave developed econonuc systems (ways of producing and dutnbuting roods 853d services). Econcoue
SyRaema are used Lo Answer the Diree basse econoane questions. Whst goods and services are to be produced? How
are goods and services 89 be produced!? For whom are goods and e produced? DhfTerent type

oysems have different mechaniams (methods) fof Snawenng these questons

1. A new stramn of low-chol ] corn 13 developed.
et 2. The country’s landfills are beconung scarce,
. 2conome oyatem What to produce? How to produce? Fot whom to produce? 3. A baby boom has started,
Bunress lrms produce | Seeking to compete Firushed goods and serv
!r.cosouv foods and services that | proftably un the market {vaces are {Mnbuted to ine 4. There is an excess supply of steel.
[ consumers are Wiing and | pace. indivadual busness {dividuals and householda .
able 0 buy for prces that {owners deade what com- | who are wathng and able 5 A livestock killer bee has invaded the country.
will yreld profita for the  §hunalions of productive re- | to buy them.
e, aourves (lund, Labor, eagw 6. The cost of milk has sharply increased.
tal, and entrepreneurship) |
they Ul use 1 prodoane 7 Two neighbonng countries are at war,
£oode and services
COMMAND A central plansung sutbor-[ A central planrang suthoe: | A central planning suthors 8. A shortage of nurses has occurred.
ECONOMY wy agency) |y agency) {1ty (government agency)
drodea what roods and | decades whas combiratrona decdes who e e 9. Derum costs are the new fad,
sernces o produce, ol productive resoures and servces that
will be used fn producieg [srs produced. 10. g;:xdnuu:.h“r‘rovnth&ta‘.rulmtuum
goods and sernces. * blood pre: g
TRADITIONAL The goods and sarvices | The combunations of pev- | Finiabed £osds and sar- 11, Vans cause grest demage to highways,
ECONOMY {produced today are the | ductive rescurces used in | vices are traded kcally
same as those produced in | producing £oods and ser- | for other Anushed goods 12. Vocationa] jobs are plentaful,
PrenIcas generalions vices are the same &4 and Mrvices.
;those DY past penerstons.

From Masv & arroninm rnvbe, Sconomucs und Entrepreneurshry. Toacking stratoguos € Jourk Council on Econemc Educs- Larmmiem uve Dronemys und Eureprvaruriiig Feaching S1atapis € Jou Leoncs on Ecenomue Educs
B, New York, NY toa New York, NY

i
x
§

ACTIVITY 13- PART B ACTIVITY 14
Response page Contributions of competition

lhuuonl(o.D mMN-.D
Type ol cconOmX aYotem e Type o econcanuc sYatem

+ Can Jead to lower pnces
« Can Jead to improved quality

» Can lead to larger vanety of
goods and services

+ Can Jead to better service
* Can Jead to incressed efficiency

Reeporue of economuc system L0 tha ptuation Response of ecosormue sy rtetn to Uua artoatia

< Can Jead to greatar sensitivaty to
consumers” needs and wants

+ Can lead to faster responses to
Situetion Ne. D Situation No, D consumers’ heeds and wants

Type of economc oyoUm e Type of econcenic dystem. .
« Can Jead to greater innovation

Responss of ecoromat ayetes Lo this situaton. Response of economac syster Lo Uus stustion.
From Nestr 1 srvuuinm sude Econmmus uns Lstrpmesrnniay Toawoine sraiapus € g oim vouncs va Economc Educs. From Master L arisiam Gurie, Boovimucs ond Satry; coneerinng, Tantding diraiopes © Joug Lovncd on Econornst Educs-
e Now Yors NY wa. Now York, NY

23 “

i8

ERIC .

PAruiitex: provided by ERiC .




ERIC

Aruitoxt provided by Eic:

»  ACTIVITY 15

Provuct competition
n o market economy

Effictency:

From Nestos
tnd, New Yeek, 5.

"6 armuct and Entreprrarsresg, Toarhing Stvatagnes © Jont Councl on Econornsc Educe-

ACTIVITY 16

Benefits of entrepreneurship

to society

Entrepreneurs generate at least six overall
1. Increased competition

2. Economic grovah

3 Increased employment

4. Altered distnbution of income

S. Economic effiaency

6. Increased opportunities for all individuals

benefits to society:

From Moster Curmonlum Guude, Eronomucs s0d Kntroprrmeuradep, Toaching Stratepres © Juat Covnnal on Ecoramee Ldurs-

Uen, Mew York, MY
E ]

ACTIVITY 17 - FART A

Entrepreneurs turn idle
grain mill info highly automated
Slour producer

Entrepreneurs are turmag & bong-idled gran millivte s
Dughly sstomated one that processes Bour for spagbats
and macarom products, Joha C, Mider, preadent of the
compeay Lkt owns and rune the operatson, sad that the
SLATI-UD could mean 3 whole new ¢rop for farmers and
would Mtrsct olher Sourrelated bunnrss such a2 pet
food, saiza) food, and snsch food companses,

The enninal mull was bk shortly afier WWIL Lo
produce sumel feed, St ance 1971 has beea kept idle
Earlier thas year the mdl was renoveted and new soto-
mated mackinery was instalied. Muller notes that the

QuUEsTIONS
1 WA product was being produced by these

company has enough orders Ls operate the mull ot capes.
Ry wntl pest summer. He saxd the deouand for pasts kas
bren chmbing an avernge of 5.6 pervent 5 year m the
Past exght years and that the Sversge Amencan now
coneurnes 33 pounds of puts per year,

The plat, which is rua by computer, takes only three
prople per shit W epersie. but etber workers we
needed for masntenarnce, b work, and sther taa s The
e cwrreet work force of 20 1 expectad Lo expand 4o
2 by Jamary.

2 Wit ¢d they do that was i

3 Liststleast three benesis Us proghe in sorsety froes the entreprencural effort

Sonore *Lacrvpronewrs Turm e Grun Mill Lots Hawly Avomoias N Pradorer - by Thamas W Gondat, T Placs Daasor Doceasies .
-

1917 Rotrvied wiih peress

uuvl\m?l-ncna. Boonsmcs 40d Enirepronmorsiip, Fouching Straingus € Jus Lounch oa Econsmac Educs-

From i
ton, New York, N

7

ACTIVITY 17 PART B

Entrepreneurship

and emple
A recent report meued by the United Stetes Senal Bost-

taed over 4 mbon. Abmost s of thess Jobu were
eoersted by new of growng estreprenewral busi.
nessss, Clder, larger bustnesses sctually reduced ther
level of employment by some 1.7 milhon workers. In-
cresningly, the Usted States economy has come Le rely

o ol b8 Lot Amarvca's

work force,
1t 18 mOt Just the pumber of jobe that eatrepreneurs
creete that makes thera important Lo the sconomy, Over

QUESTIONS

1 Whe crestes most of the pew fobs 1n the economy?

99 pervest of Axerscan workers st workad ta ¢ small
and grvming banness, Theee bustnieses provide the frey
empleymest spportunities in which werbery learn the
skills and duciphae necessszy for pac= 4 ln later ke,
Behind shmost every job therv i sa satreprencer,
Evea publi sector Jobe, euch as police eiicers, teachers,
and government workeen, wast be pad owt of the tax
Pevewoer which the Eovernameas recures fiam private
frras 0ad the Indivaduals employed by these frmas. Ax.
s conomy g the addnions! tax
dm-mddunmpbbemmﬂw'&
ploymest.

2 Moat emry fevel jobs are U be found i what kinds of Lrme!

3 Wiy wre rovernoent jobs depandent upon the offorts of }

Sovmve Adagrod from ¢ repent 44 ponad buamass, U K Sl Susant Admmatraime, 1998,

From Moster Comenium Gu e, Fornomucs snd Extreprenrunip, Toaching Sirstopan © Juing Councl o Lesnomic Ldocs
e, Mew Yor, NY




LESSON 6

Mavrkets in the circular flow
of the economy

TIME REQUIRED:
One or Two Class Periods

CONCEPTS:

Markets

Circular Flow Model
Product Market
Factor Market

INSTRUCTIONAL OBJECTIVES:
Students will:

o Identify and trace the flow of goods and services,
factors of production, and meney through a circular
flow model

¢ Explain the relationship between transactions that
occur in the product market and those that happen in
the factor market

o Describe the significance of the role played by entre-
preneurs in connecting transactions in the factor mar-
ket with those in the product market

RATIONALE:

In the United States, all firms exist within the context
of our economic system, which economists represent
with a circular flow model. In this model, businesses sell
goods and servicr  to households in the product market.
The money that fi. ms earn in the product rarket is used
to purchase factors of production from households in the
factor market.

There are two flows of value in the model. Goods and
services and factors of production move in a counter-
clockwise direction. At the same time, there is a flow of
money of equal value, which circulates in the opposite
direction. In their effort to earn profits, entrepreneurs

20

help keep these flows moving and the economy healthy.
By studying this model, students will gain an apprecia-
tion of the role firms play in the functioning of the eco-
nomic system.

MATERIALS:

o Activity 18 “The circular flow of resources, goods,
services, and money payments”

¢ Activity 19 “What happened in Upper Utopia?”

o Activity 20 “My family and me in the circular flow
model”

e Activity 21 Comprehension quiz, lesson 6

VOCABULARY:
Market a situation in which exchanges
between buyers and sellers of a

product or service are made

Circular Flow Model a representation of the interac-
tions between households and
producers in product and ve-
source markets; a representation
of the economy, which shows the
flows of money, goods and ser-
vices, and factors of preduction
through the product and factor
markets

Product Market any setting where goods and ser-
vices are exchanged by produc-

ers and consumers

Factor Market any setting where factors of pro-
duction are exchanged by own-

ers (sellers) and buyers (firms)

35




PROCEDURES:

L

Make a transparency of the circular flow model
included in Activity 18 or draw a circular flow
model on the chalkboard so that it can be easily
seen by all students: Trace the flows of goods and
services, factors of production, and money through
the system. Distribute Activity 18, which includes
a desk copy of the model and a list of events, to
each student. Tell students to determine where
each event should be placed or: the chart. They may
do this as individuals, as pairs, in small groups,
or together as a class. When they have finished,
discuss what they have done. Be sure they under-

stand any mistakes made in placing the events
correctly on the chart.

Using an enlarged copy of the circular flow mc dei
or the transparency made in procedure 1 above,
help students identify which parts of the model
would he affected by each 2f the following events.
Emphasize the fact that an interruption of any flow
at any place in the model will affect all other parts
of the flow model. This shows that economic events
in one part of the system inevitably affect its other
parts.

EVENTS:
e all the members of & large union ge c.i strike

¢ a major manufacturer of automobiles goes out of
business

* many workers are worried about being I d off and
spend less

* awarinanother rt of the world cuts off our supply
of imported crude !

3. Distribute copies of Activity 19 to each student.

Ask students to read the paragraph at the top of
the page and be prepared to discuss the questions
that follow. Go over the questions with your stu-
dents. Define the term “derived demand” for them.
Discuss how the situation they read about demon-
strates the derived demand for labor and the rela-
tionship between the factor and product markets.
Empbhasize that an interruption of any flow at any
place in the model will cause a disruption of the
entire economic system.

EVALUATION:
Evaluate the lesson using either Activity 20 or Activity
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Aruitoxt provided by Eic:

ACTIVITY 18

The circular flow of resources,
goods, services, and

money payments

IMETRCTIONS

Raad the events below, Place Une aumber of sack i the $500priale space oa U crewta? Sow model,

ACTIVITY 19

What happened
in Upper Utopia?

Read ths case stady Selow; then srawer Use Questons Shat Mo,

For many yoars tha economy of Upper Utopus werked
wel. Firse sade reasonable prefts, workers earned
a2 wages, tarve had goed salve, everyone had s gvod
standard of bving and was qure happy. Hewerer, ne
one was realy rick.

Some werkers and seme saireprenews s me Lo foel
ey meaded more; more maney, Nacer hosses, benger
vacations, bagper cars, €12, As R tarmed et Une werkers
whe wanted Righet wages were empleyed by the bosie
sevae whone swners wanted bigrer peodita, Whea e
werbary demanded highet exges, Uhe ewnens rused U

Prrce of L prodecte even mery. 500a Uhe Arm's sales
el The ewners made 84 peotit and werv enable Lo pay
Uhelr warkers. The workers wers hud off and ovuld act
Buy goeds of services. Eventually the rm west ot of
Youlness,

Theat avencs bort ather workars and businsases ia
Uhe sancmy. The bl employess were wnable Lo
by products suseiactared try other Srma. The deeed
Taacacns drda Yl by Tow Baterals, Lools, o ethet factery
of predurten. As & resull, he entire scmomry west inte
8 rrovemen, wiich dort gveryons.

1. Where do Arww earn tUhs revecne that allews Lhom Lo pay for the (actars of productien?

They oarn the reverwe 1a U preduct market.

Bvemt { Tvent & Evemt 3 'ﬁﬁt
I3 pald hag W3 ot her Yvom scld 100 acres of Torry recoved 3 dividen s | Mre. O psvisneed
local dopartment store, Tand Lo » frm that wants Lo | Orom & corperstion 7008 ¥k froo the
buld 8 tuctery o whick he cwne stack. |t
Rvent § Evest 8 fvemt ¥ Tvent &
Marta rwrerved ber Todd Losh home 8 mew Mre. Tomeon sarned Tom dad hss cor faed
paycheck bt Friday. Shirt e chose oL 3 stere, | $15.000 frem Uee beauty | ot 8 Jocal garage.
shop she owva,
Tvent 8 Tvet 18 Svent 11 Gvend 12
Karea rvoscred $200 trom | Shelly cant alSerd to buy | Mr. Martine rocerved The ABC Ceo. tock
3 B Ul reats 3 Duding | 2 caz 9 0he beased one Satarest payment for | dedvery of & new furnace
i ewTa. Grem 8 dealer, the gorporsie bond he R noeded to make brase
orea, Stingy
pr————— M’WMW"—Q_—

THE PROOUCT MARKET
uo.u.ou Frdodad 0osds snd 3071000 ~fhmm o-u..

: /
oo |

T TSGR VPRSPPI ONI-7A SR

®®®®® THE FACTOR MARXET

Rarte, Meret, Proft) el

© Sores’ Ahwchf-dqn...—t—nu.u-w-:.— Ebwnismn, Nvw Yo NY » T

2. Where ¢0 prople sarh Uhe meney that adews Uhesa Lo uy goode and scrvicms?
They eara U ewney 8 the facter market,

3. 1f Brma é0 2at ears Ioney, what will bapgen Lo their abONy Lo pay for Bactare of preductin?
3t poople 48 mt earn money W the preduct marxet, Wiey »ll not be able Lo by Feseurves i Uhe Bacrer
markes

4. 1 peeple 3o mt recetve bacomes what will happen Lo Uhe abdity Lo purchass gouds and servions?

11 prople 40 Mot recesre incornve 1 Uhe factar market, they will sak bu able Lo buy goode sad services B
Uha preduct martt.
$ Faplain why U farte and product markets depend on each eder.

Moty serrad in both U fuctor sad product smarhets arculsles Urmugh the scenomy. A \PLaTTUYO of
Uhe £ow 0 any market will aZect Uhe hesdth of Uha ealire ecomany.

ERIC
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Nune Name
ACTIVITY 20 ACTIVITY 21
My family ond me in the Comprehension quiz,
circular flow mode lesson 6
AT
Bebow 1 3 blank copy of the cirewlar Sew medel Ladel sach part me vpace There i 3 briter ot the
atart of somme of Uhs spaces The saant Seilers appaar 08 Uv Kars beiow the chare Foe rach itter, deacride somethang From the hat beiow, e phruoe U, Uy comgp 3 ool w4 Lhe s e sppropr
you & o 3 member of you famaly dore, thal s We the blank ea the ATuler fiw vodel. Manh,
¢ Y B ::“-::u :.::v:mw-u ::uu...u
Prutuct Market__ 4 l.:wm:“wwmmum.wumummu
b Firahed Gonle & Dervices 2. Food, aheitar, and Gothing are b agh and sold b e wma PPOSUIMAR ___
3. Land, labar, cagatad, oad entrvp Aop are b doid — AR

HResource Uwtars
sPevples Buainess Firms
\
¢ Producure Seraces
LFarsor Market

¢ Mary Income Fayments :

aa. ANvers wild vary (baaple vl b SPpropn s Lrewer o “Whet My other Paye Uhe tall on Aet chargy
an
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LESSON 7

What s an entrepreneuiial
mnovation?

TIME REQUIRED:
One Class Period

CONCEPTS:

Entrepreneur

Factors of Production
Innovation

Invention

Entrepreneurial Ideas
Entrepreneurial QOpportunities

INSTRUCTIONAL OBJECTIVES:
Students will;

¢ Differentiate between an inventor and an entre-
prencur

¢ Differentiate between an entrepreneurial opportu-
nity and an entrepreneurial idea

¢ Define innovation

¢ Given a list of entrepreneurial opportunities, suggest
entrepreneurial ideas for responding to each

RATIONALE:

Entrepreneurs use innovation as a tool to effect change
and to develop better products, services, and processes
that are wanted by others. Innovation is a driving force
for change and is given birth by inventors. It is the
entrepreneur who brings the innovation to “life” and
uses it to make a valuable contribution to change, devel-
opment, and progress in the economy.

A new idea is meaningless to the economy uniess it
is brought to market and made available for others tc
enjoy and utilize in meet*ng their wants. Therefore, it
is essential that entrepreneurs focus their ideas on a

specific opportunity, a want (perhaps not yet recog-
nized) that needs to be satisfied, a problem that has to
be overcome, or a challenge that has to be inet.

MATERIALS:

¢ Activity 22 “Responding to an entrepreneurial op-
portunity”

¢ Activity 23 “Brainstorming technique”

¢ Activity 24 “Invention, innovation, and entrepre-
neurship”

VOCABULARY:
Entrepreneur an individual who recognizes op-
portunities (wants or problems)
and uses resources to implement
innovative ideas for new,

thoughtfully planned ventures

Factors of Production resources necessary for produc-
tion, including land, labor,
capital, and entrepreneurship

PROCEDURES:

1. Ask students to define “inventor.” Through class
discussion, elicit a definition similar to the follow-
ing: An inventor develops something new and cre-
ates new products, services, and/or process2s.

2. Place the following statement on the board: “An
inventor and an entrepreneur actually do the same
thing.” Ask students if they agree with the state-
ment. The discussion should lead to the i42a that
inventing something is one process, but getting it
widely accepted, produced, and distributed is the
domain of the entrepreneur. Many inventions, for
example, are never duplicated because no c.tre-

23
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5.

preneurial talent v« the other three factors of
production together—Iland, labor, capital—to have
it made, sold, and distributed to consumers.

Ask students to define “innovation” in an entrepre-
neurial sense. Conclude the discussion by g nerat-
ing a definition such as “to be innvvative means te
develop something of value and useful to others,
not just something that is simply new and dif-
ferent.”

Spend some time discussing how entrepreneurs
generate innovation. Distribute Activity 22. Di-
rect students’ attention to the definitions of an
entrepreneurial opportunity and an entrepreneur-
ial idea. Use the examples to point out the differ-
ences and relationship between the two.

Divide the class into brainstorming groups and ask
each group to identify entrepreneurial opportuni-
ties in their school and community. If students
need help or instructions in brainstorming, distrib-

=

ute or review with them the rules in Activity 23,
Appoint a recorder/reporter for each group. Allow
10 minutes for the brainstorming session.

Have each reporter gresent th- group’s best entre-
preneurial opportunity. As each opportunity is
presented, evaluate it as a class. List the opportu-
nities on the board. At the end of the exercise,
have the class select what it perceives to be the
one best opportunity.

Ask each student to write three to five specfic
ideas, being as innovative as possible, that could
be considered as a response to the opportunity
selected by the class in procedure 6 above. When
th.s is done, have the students share what each
considers his or her best entrepreneurial idea with
the class.

EVALUATION:
Have students work in cooperative groups to complete
Activity 24.

0
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tion? The discussion of these questions should lexd
to an analysis of the concept of economic interde-
pendencein that the economicactions of one person
affect other people—it opens and closes opportuni-
ties. Asanexample, have the class think about the
impact of the automobile on several of the follow-
ing: (a) horse traders, (b) hotel builders, (c) rail-
roads, (d) saddle makers, (e) map makers, () city
planners, (g) retail stores, (h) insurance compa-
nies, (i) oil companies, (j) blacksmiths.

Distribute Activity 25. Discuss the interdepen-
dence that this diagram reveals. You may need to
explain some of the terms and reasons why differ-
ent industries or businesses are affected. For ex-
ample, because of computer software packages,
the adding machine and the appointment calendar
will not be in as much demand, or corrections of
copy can be made electronically by a microcom-
puter; thus, correction devices are not needed as
much as they once were. Ask what new industries
have risen because of the microcomputer inno-
vation.

Distribute Activity 26, Activity 27, .ad Activity
28. Go over the instructions for having the students
indicate the products/services that are positively

and negatively affected by each of the innovations.
(You may wish to divide the class into small groups
or nairs and assign one of the innovaticns to each.)
Have the groups report their findings to the class.
Discuss ways in which the responses from groups
working on the same innovation were similar or
different and reasons for these similarities or dif-
ferences.

Optional. As an alternative to procedure 4 above,
distribute Activity 29 and have each student or
group identify an innovation and name the produc-
ers who were positively and negatively affected by
its introduction.

Spend some time explaining how innovation en-
courages the mobility of factors of production. Ex-
plain that the factors of production are land, labor,
capital goods, and the entrepreneur. When an in-
novation is accepted, the entrepreneur uses an in-
creasing amount of factors of production to produce
his or her product. Other entrepreneurs who start
businesses related to the innovation use additional
factors of production necessary to make their
goods or services.

"ALUATION:
Have students complete Activity 30.

ACTIVITY 25
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Az reorston n only aecta t::u.b:‘ and u&:‘: tat o the devek =d

mdmmmmbov:mummmmmmhlmnny—
Dearag that they Faler becasas of the scoeprancs of the tmovesion.
The dagram below Kicetrazas these poota.

RS
NEGATIVELY
atfects

I‘MN ad;'C-v’v‘\;\l--uG-w Econemucs 40d Entroyrrarersdmw. Toarking Stvataps © Jumk Connch sn Econonme Educs
toa, New

ar

Moasier
Gon, New York, NY

ACTIVITY 26

Ripple effects in the
marketploce: airplanes

INSTRUCTIONS
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ACTIVITY 27

Ripple effects in the
marketplace: vacuum cleaners

BETRUCTIONS
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NEGATIVELY
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ACTIVITY 28

Ripple effects in the
marketplace: permaiient-press
fabrics

METRUCTIONS
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ACTIVITY 29
Ripple effects of an innovetion
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ACTIVITY 30
Comprehension quiz,
lesson 8

THE LEAN, MEAN FLYING MACIING
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LESSON 9

How much are consumers
willing to pay? (demand)

TIME REQUIRED:
Two Class Periods

CONCEPTS:

Demand

Law of Demand

Demand Curve
Determinants of Demand
Shift in Demand

INSTRUCTIONAL OBJECTIVES:
Students will:

¢ Define demand and demonstrate knowledge of how
the law of demend functions

o Explain why demand is necessary to the success of
any enterprise including ent. epreneurizl ventures

¢ Identify and explain determinants of demand
¢ Construct and read a demand curve

¢ Recognize situziions that result in a shift, in demand
and determine the direction and economic conse-
quences of the shift

RATIONALE:

Although the primary objective in running a business is
to earn a profit, this is impossible if no one wants to buy
the product being offered for sale. Entrepreneurs need
to know how many products they will be able to sell at
various prices in the market they serve. They 2isv siust
be aware of factors that have the potential of changing
demand for their products. Finally, they need to under-
stand the impact that changes in price would have on
the mumber of products they can sell. WitHout a basic

knowledge of these market forces, entrepreneurs are
less likely to succeed in earning a profit.

MATERIALS:

¢ fctivity 31  “The demand for ‘Kookies’ ”

e Activity 32 “What is happening to the demand for
canned tuna?”’

e Activity 33 “Factors affecting demand”

o Activity 84 Comprehension.quiz, iesson 9

VOCABULARY:
Demand the schedule of how much con-
sumers are willing and able to
buy at all possible prices in a

given period of time

Law of Demand everything else being equal,
more products will be demanded
at a lower price than at a higher
price

Determinants of
Demand

factors (incomes, tastes, and
preferences, the prices of substi-
tute or complementary products,
expectations for the future) that
cauce the demand for a product
to change

Demand Curve a graphical representation that
shows the number of products
that will be demanded at various
prices; a graphical representa-
tion that shows the relationship
between different prices for a

product and how much of it peo-
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" Shift in Demand

ple will be willing to buy at each
price

an increase or decrease in de-
mand tnat results from a change
in a deterininant of demand for a
product

PROCEDURES:

Distrihute a copy of Activity 31 to each student.
Aci them to read Part A and to complete the table.

Tabulate your students’ answers on the board as

follows:
Total number of “Kookies”

Price students in this class would buy

$ .20 each

.40 each

.60 each

.80 each

1.00 each

Discuss the meaning of the terms demand and the
law of demand with them.

Plot a demand curve on the board based ou the
data collected from your students. Have each stu-
dent do the same on Part B of the activity. Point
out how the law of demand is demonstrated by
their graphs (the number of “Kookies” that would
be demanded at a low price is greater than that
which would be demanded at a higher price).

Ask yoar students what would happen to the num-
ber of “Kookies” they would buy at each price as
the result of each of the following events:

¢ their weekly income went up $20

o their girlfriend or boyfriend developed a mad
craving for “Kookies”

* the drugstore down the street had a sale on
candy bars at 10 cents each

Explain that the factors they considered in proce-
dure 5 above are called determinants of demand
by economists. When these things change, the
number of items people are willing to buy at each
price also changes. The determinants of demand
demonstrated above are: income, tastes and pref-
erences, the price of substitute goods, and expecta-
tions of the future.

Explain that each of the situations in procedure 5
above would cause the demand curve to move ei-
ther to the left (showing a decrease in demand),
or to the right (showing an increase in demand).
Sketch a new demand curve i your original graph
of demand for each situation and explain each shift
in demand to your students. If needed, demon-
strate the shifts by repeating procedures 2 and 4.

New demand curve:

* an increase in income would cause the demand
curve to shift to the right (income)

® an increase in your girlfriend’s or boyfriend’s
desire for “Kookiz2s” would cause your demand
curve to shift to the right assuming you bought
more for your {riend (tastes and preferences)

& asale on candy bars would cause the demand
curve to shift to the left because many people
would substitute candy for “Kookies” (the price
of substitutes)
the expectation of a future price incre: se wouid
cause today’s demand curve to shift t the right
as customers stock up or. “Kookies” before the
price goes up (expectations of the future)

Distribute Activity 32. Have your students com-
plete these either as individuals, as pairs, in small
groups, or as homework. When they have finished
this work, go over the results in class. Review your
explanation of _aifts in demand and discuss how
the situations in the worksheet demonstrate exam-
ples of these shifts.

EVALUATION:
o they heard the price of “Kookies” was going up  Evaluate the lesson using ei.her Activity 33 or Activity
25 cents next week 34.
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ACTIVITY 31
The demand for “Kookies”

PART A
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PART S
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ACTIVITY 32
What is happening
to the demand for canned tuna?

PART (

Hary rums e saly grocery suve 14 5 12.block arve of 8 large oty. Nany of her customers srv ebderty and doat
Rave much ncome. Mary selis kts of canned tuna Gk, [t lsaX Loe e1DPstve, and it is 5 good sourve of protew.
Mary charges 79 cents s can all the tinee, Dt abe bas notaced that Der sales have changd from tone Le tme.

Erplawn why ths demand for tuna fuk cAanged 1a sach of the followang niaahns,

1 Whea Aamburger west &p 20 cesls 8 pond, Nary seld about 30 mere cana of tons fud sach days. Thas prodadly

whes the prce of Aamborger west Gp, seme of Nary's costemers probebly subetituted tans Bk

2, Mary orDs sbout 100 mrore cans of tuns beb o day st Uhe otart of 5 month TAan st the envd of o month. This prebebly
happens because

many retred people recerve Lhelr mceme i 8 chatk it the begumiag of Uhe menth, caunng Lhem Lo
dernand more wt that Ume. By the ond of the Bosth, they may be ahan? of meney and derde Lo spend
Jesa,

3. For » few weaks afar there was an srtiche 172 Use Rewspaper abcut how hadUA 1ara fed da, Mary's sales
incressed 30 cang » day. This prodably happened becsuse

the srticle Pay have cuviad some of Nary's Castocuars Lo change Lhexr tastes or prefurences fov tuna Uf
they though K would help them stay headiy,

4. There waa a truck drivers’ stnke and fo0d deliveries were mtenrupted Nary sold 100 csns mare » day. This
probably Mppened because

some of Me2y's customers peobably decrded Lo stack UP oa tans decauss they were alraod they would not
be able Lo buy Rt in the Aiture i the strike taated s bong Lume.

(Contrnasd)
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PART 11

The (raphe below represent Lhe Semand cun ¢ for Jazy's conned ters Fah on s regular day.

Draw s, ew hre o show what would happen Lo e demand curve ia each of the atuations described on Lhe previous
page. ¥ ould it sl Lo the Jeft o Rght?

I8 e blank spacv Fronided, wite Uhe determunant of demard for esch atuation.
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ACTIVITY 33
Factors affecting demand

Cut out adrertuements from nRewspepers of magannes for tws totady unrelated products.
Conmader the advertisements e then ansser each of Lhe follewing questions

Be sure to attach the advertiemnents Lo your asagnment whea you hand &,

1 To which of the four determuants of demand (ncome, tastes and preferences. e price of subetitotes, or
£3pactations of future changes) is each advertnement trying Lo sppeat? Explain bow you know thus,

Advcrusement No 1 apprals U 1 know this becsuae

Advertmwemest No 2 appeals to 1 hvew this becsuse
2 What woukl you extizmate e price of each product is pow!

Froduct Ne. 13 Product Ne 23

3. Restate e taw of demard 1n your ewn words

4 gmd:ﬂdm«mmw“.-mmbmm:-mMnmmhmml
1] why.

1 bebeve product No. . would Aemu L greater percestage oas it ¢ aes because

4 Dearide how firms that sell the product you identified in quertson No. 4 mght try to redoce therr sales bous,
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ACTIVITY 34

Comprehension quiz,
lesson 9

PMART S
Anwer th lodowing by placing the bttt of the correct dention 1 the hisak i tront of cach term.

. Torm Doftaition
i demand A, products Lhaz may pot be exactly the
r aane bt wiach may be et 1o the sane e
2 detenmunant of demand B. & £raphK represestation os the pamber of
et that wid be demandec at vanous
L demand curve pexces
€ substiteies . e Dngness and abliy L0 buy sometheng
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LESSCON 10

How much should I
produce? (supply)

TIME REQUIRED:
Two Class Periods

CONCEPTS:

Supply

Law of Supp:y

Increasing Costs of Production
Supply Curve

Determinants of Supply

INSTRUCTIONAL OBJECTIVES:
Students will:

* Define supply and demonstrate their knowledge of
how the law of supply operates

¢ Explain how a firm’s willingness to supply products
is a function of price and its costs of production

¢ [dentify factors that result in increasing costs of pro-
duction

* Construct and read a supply curve

® Recognize situations that result in a shift in supply
and determine the direction and economic conse-
quences of the shift

e Apply the principle of increasing costs of production
to solve problemsrelated to an entrepreneurial enter-
prise

RATIONALE:

Entrepreneurs produce and offer products for sale when
they have the expectation of earning a profit. This expec-
tation depends on the price that can be charged for their
preaucts and on their costs of production. As businesses

produce more products, they are likely to experience
increasing costs per unit. Eventually a level of produc-
tion is reached where the cost of making another item
is greater than the price it can be sold for. At this point,
the firm should stop producing more goods. Entrepre-
neurs need to be aware of the relationship between
price, costs, and the number of products that should be
produced and offered for sale.

MATERIALS:
e Activity 35 “The supply of ‘Kookies’ "
e Activity 36 “Arnold’s fossil farm”

o Activity 37 “What is happening to the supply of
goods?”

e Activity 38 Comprehension quiz, lesson 10

VOCABULARY:

Supply the schedule of how much pro-
ducers are willing and able to sell
at all possible prices in a given
period of timne

Law of Supply everything else being equal,

more products will be offered for
sale at a higher price than at a
lower price

Increasing Costs of as more items are preduced a

Production point is reached where each addi-
tional unit costs more to make
than the preceding unit

Supply Curve a graphical representation that

shows the number of products
that will be supplied at various
prices

as




Determinant of
Supply
Shift in Supply

factor that causes the supply of
a product to change

an increase or decrease in supply
that results from a change in the
determinants of sup,'v for a
product

PROCEDURES:

1.

1o

'(Jx

Explain the terms supply and the law of supply to
the class.

Distribute a copy of Activity 35 to each student.
Ask the students to read the paragraph at the top
of the page and to study the table. Work through
the exercise with your students or have the stu-
dents complete the exercise in small groups. Be
sure to go over the correct answers together and
to place a copy of the supply curve on the board.
Discuss the implications of increasing costs of pro-
duction.

Plot the supply curve for “Kookies™ on the board.
Ask your s*udents what would ha: :pen to the num-
ver of “Kookies” they would be willing to supply
at each price in each of the following situations:

¢ you find that you are able to sell many more pies
at higher prices and earn large profits for each
pie

¢ the cost of chocolate chips gues down by one-
third

¢ you hear the school cafeteria is about to start
selling large cookies too and you are afraid you
will have to lower ¥Gur price to maintain your
sales

Explain that economists call the factors considered
in procedure 2 determinants of supply. When these
things change, the number of items firms are will-
ing to produce and offer for sale at each price also
changes. Determinants of supply include changes
in the costs of production, changes in the prices of
other products that could be made. and expecta-
tions of the future.

Explain that, each of the situations described in
procedure 3 above would cause the supply curve

6.

to move either to the left (showing a decrease in
supply), or to the right (showing an increase in
supply). Sketch a new supply curve on your origi-
nal graph of supply for each situation and explain
each shift in supply to your students.

¢ an increase in the price you could charge for
pies would cause you to allocate your scarce
resources to pies, thereby causing the supply
curve for cookies to shift to the left

¢ 2 decrease in the cost of chocolate chips would
result in an increase in your unit profit and your
willingness to supply products; the supply curve
would shift to the right

» the expectation that competition will result in
lower prices will discourage you from making
the product, and the supply curve will shift to
the left

Distribute copies of Activity 36. Divide the class
into small groups and ask them to read and discuss
the handout. Tell them to determine how the story
demonstiates the law of supply. Each group should
choose a spokesperson who will explain his or her
thoughts to the rest of the class. Spend time ex-
plaining how Arnold’s problems are typical of those
experienced by other business people.

Ask students to explain w hat would happen to the
number of fossils Arnold would supply in each of
the following cases. How would his supply curve
shift in each situation? Sketch these shifts in his
supply curve on the board.

¢ Arnold’s salary at his regular job went up to $30
an hour

* The cost of getting to Wyoming increased by
$100

¢ The number of specimens he could find per unit
of time grew by 50 percent

EVALUATION:
Evaluate the lessun by using Activity 37 ur Activity 38.
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ACTIVITY 35

The supply of “Kookies”

Suppose Y¢ own 5 small bakery neer the bacal Mgd
achoel, 18 rrcent smonths You netaced Uk your erspleys
ren hove Ktle o 3¢ i rad-aernoen Jefore Uhe rreoeng
k. You wonder M balung Wrpe costors tuwhach you
would ca2 “Keokies™) Lo sell 1o Rudents oa thewr way
howee from echool migit D¢ & good way W heep your
emmpleyees busy and Lo sarm more pro&X.

Yo bare studsed Mew Your werbers une Uvent time
tAd bebevs Uy could bake 100 coskies & day wWbeut
Daving Lo Ot back e any cibet preducts they made.
To peauce more thaa 100 cookies, Lhey veuld have Lo

»” your

S has ouly on many evens S werkers.

Anthet poastalty would Lo o puy mme werbars
overume (o stay late Lo baks coskora,

You conchade that of your salee of cooking grow erer
100 8 day. you will have Lo arge progresarely higher
prces Lo Bule wp S your Incressng cwels of fre-
ducuem,

The Lable below shows hew many cookies you weuld
e wADng Lo olfer for sale 82 varimae POV,

Stwdy thie t2Sarmalion and answer Lt questions
belew,

1 woutd ovpoly
Wale meny

At tle price “Aoekiow® por wook
.2 ech e

0 each Lo

0 ssch 00

10 cach 00

100 each 1100

1 Why woulat yow supply s coakoes 8 20 cents each?
The errdrents (o the eocades PrOSALIY cost Shry YAMA 2V wwals swt ~ ki

2. Wy 30 you require s Sighet prce Lo produce more than 100 coolore & day 1500 5 weel)?

T produce more than [ e 8 dav 1 Bate Lo preafce frwsy ehef Indurth 3Rk Teduces the profit
Toomearnwhthem [heretre | ronax u Bidier poce 7 Y Base weew A5 1 awloes

& £ T3

{Contranad;

From Mesre Co
trn, New Yort, NY

T oatbuag Strmiapres © Joot Counetl 00 Eovnvave Fdum-

3. et U2 bformulion frova Ut proceding table ok L graph below,

Pros Supply Curve for "Kookles™

o /.

—al
el

0 e 1 30 40 300 6% 10 9 WO s Lwe
Ouarsty

€ Explale s Ut graph of 8 supply curve domenstratas t s w of swpply.

As Ut price Increanes from 60 cents Lo 51 00, Un g1 A daws LAAR Uhe Db of coviont ovpphed Wil
ncreass frere 500 to 1,100,

ACTIVITY 36

Arnold’s fossil farm

Reverad years age Anold mberted over § 000 acres of
land o Wyeeuing from his uncie. When he west Lo ok
8128, he Found 1w s 0o Lve 1030 of & Swbuntam stovt 50
anles from any tewn. The acll was Joose. rocky. and
nlhiag grew oa K encest 3 (ow wonds. Waen Arnold
chmbed up Uhe maountiim, be hept skppang and griting
dunty. He was really depreward He dadat thok the tand
wis worth saytiung, While be was chnbing, he pched
VP an wierreung deoling rock and teok W oow v
ham, Later ho PVt Uhe ook o 8 abell a5 et thad
any more sbout K Lof maay mastda

The nest winter Anold favited 8 friend whe was s
reolopt te vt Mm. The friend bappened to mtice
Arvald's rock and tecame very exated. He identied &
00 8 fasand of 8 brachicpod frems the Cambrua pened. He
sad & was 0ne of Uhe best eprcumend e bad ever seen
and was evitanly wenth 510 U 520, Arnold g
there mught De some value 1 Ue land after o8

The follewtrg summer Arneld weat back Lo Wyemuag
anvi chmbed o8 over ks property, He found tea fossls
the st day be was there Just by Joolung arcund the
Dottemel a5 tand. On the folbewing days he wenk fasther

M and fand Aracid & d

d
hat he coud expect o fnd adout Bve fosals por acrv.
But Uhe farther wp U Pantan he weal, the more
Lrouble Uy were Lo fnd. Aroeld gatbered about s bun
dred sprcwaens and sobd Lhems Lo  scwatific repply Grm
e 310 rach. The ooy puad for Uhe cost of s L@
(35000 and Joft Rim several bundred dofiars. Arnd
hought ths was U end of Jus buainuss because be
aasuaved he had found most of Use foaalls he coudd with

0 ook, Te kia surpriee he fownd that srosca had whorv«
ered more fosaldt, He readiaed he would be able to “har
veu™ foude from din seepenty every yeur, He enld
Pealy ron £ Bhe o bunarss.

Thas year Arvold teok Lume off trom Me job whevs he
earrs £20 an hous and spent Sve weeks i June and Joly
o0 Rt property, He earefully trned Risoef as he Jookeg

for spramens,
e srpanised Ut information be ,athered on U
table beles

Foysies bound
—

fun 100
neat 100
acug 100
pext 100
aest 100
Totatfound a $00

20 hoxry

30 more bours
40 moee hours
50 more hours
€0 enore hours
Total bours » 300

(Conttnned)

From Maser Corncatym Guids, Etonsnus god Eairvprramdip, Tascking Stratapue © Joist Counedd o Cosnsant Edwo,
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Aot collectng 500 specirmecs, Arsokd went hove & Mis reguier job. He sold thom for $5.000, Arweld’s trip sont
3750 (3500 transportation and $50 5 week frc Lo Sve wooks), pos his leat salery from Ma reguiar Job (530 X 40
Sowrs n § weeks = $4000)

He wonts 13 Seere out how mech Hme be should 1254 o mext year o lock for feasla.

1. Why td K take Arncld Wrgw aad Jenger o find SorC fessds?
Yo Ml 10 0 W8 hghet U5 U A2 rach Lime w Rath Look mare Lime

2. How doss his atiation domanatraia Ut princphe of increasing seets of prouctiont
Te Armodd. Lms ue eney The BAEYE ) Lock Narm 0 il anls, (he greeter tus added custs.

3. What weud] you recomeend for Aracld? Expiv’a why.

Arvald shoudl sprnd 90 hours Soslung for faada. 1t takes hum 5O hours Lo £ad the peat 100, & would
Cost bamn 08 Snuch 1 Jusl wages 06 e cvdd earm Brors the fosula, (320 & 50 houss = 51,000 in lest wigea,
100 fosels seld ot 330 each = B1.0un

A Re frme woudd pay 515, Armuld weuldd protudly spead mere Lione badang for fouris.

& How dovs this o taation Semanatrate Uw liw of sepply?

This 02us00R demonatrites U 1w of upoly brcause A rnoki would be 9SAg § ) supply Srore fosmls as
e prae goes up.

4. 11U screntific oupply frm was willng Lo ¢ 7 Amald 31§ 00ch, 2ow woald & 4%t Ut amber of sasvsbmems b2
would supply?

3s
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ACTIVITY 37
What is happening
to the supply of goods?

MAT L

Mary rens ta enly grocery stare i & 12-5%ch wree of 8 lorge oy, Many of bar castacners doa Mare moch oeome,
w0 o ndie 22 dBouk Lo ruiat Mer S0ces withost loming salen. Sh¢ kas feumd ver the yeary that her willnghase Lo
oupply varins Reme has chaaged

Esplain why Kary'e supply changed |n each of the foBewing stestions.

1. Wivea Uhe 00t of slectrionty weed 53, 550 touk sk 000 o har twre freeners and ofL-rod Sewer freses foods far
sade,

The Incresse i= the cunt of ehectracity Peduced U Quantky of freeen foads Mary would ofer for sale.

2 When Mary fxun | she could sed candy Lo slementary scheel Shikires whe were going Lo schesl, she Pastacked
Wl har ¢ Aoy sdeives with caady,

The 0, actation for mcrvased protes caussd Mary 1o oJer Iare Lty for sale and brss coametscs.

3. Whea Mary found sbe could rest the stare sert deor Jor enly 3650 & ostd, she increesed L sise of ber stare
and her selectien of products by ene hall

The low rent for the etare caused Mary Lo incrvese the quanity of A3 goods ahe oTervd far sale,

& When Mary heard that s bag grocery strs was gwng Lo beve i down U Black, she sopped Feating th stare
mext doer 4n4 Ot har selecuon hack Lo what 1t Dad Deett i L poat.

The xpactating for competsies 5nd & brwer prodl marpws cassed Mary Lo docresse the quamny of
oods she olfered foc sale,

{Contanusd)

From M anies Cormvruan Cools K omearcs ond £ airoproarersig, Toschrng Strvtapnns © Joirk Comal oo Eonnonst Ldves-
Win, Kew Yort, KY.
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Each graph belew reprvasats Lae supply curve Jor one or mars of Mary's preducia.
Draw & e Jne Lo show what bappensd Lo Lhe sepoly curve 1 sach of Unt cases an Dse procoding page.
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ACTIVITY 38

Comprehension quiz,
lesson 10

PART }
From (he hot bebow, sel Phrase U0 Jy comph & sent 4 wTLe Lhe Phrrne ba Lhe 89Dr0p
Canda,

~ppty increamng cost of preductien wpply oarve R

et sddtione! revesue haw of supply aditions) cont

P Uvelowpply __ states U frms will ofer mare products bor seke 6 Migher praces thas ot
low 2 prvcea,

2 Fame w3 sapply more products as bong s he ___ sddsthinad cost of making nackher ttam does met
escoed D addnionnl revence _  peneriad by the ssie of that kers

3 Firme are ollen uawiling Lo wiply sddtummal precdacts saless they are sbls Lo charge hugher prices
becsae of ___ aTeeang cont of productien

L The punte/ f Rewa ¢ Brm w wilhing Lo oifor for pale 58 varwaus prioss # calied

——Y

& A praphuc representation of Une sumber of itrms Dhat wil be offerwd for sals 81 varkas prices
Wealeda ___ ~wrply curve

€ Any evest Uat {acresses Lhe 0ost ' production w1 chise Lhe suppiy curve for that product Le
shuAl te et

(Comdmiasd)

From M asev Commontnm Guids, Lovnsmact 90l £ stvoyronsnridy, Toackong Stratagas © Just Comel sa Evossmut Sducs
ta, hew York, KY

-

PART ¥
Base your srewery Lo Lha forewing 06 158 il Lo U gt

3. Hew many pairs of sechs wwad be suppiid o ¢
poxce o §?
¢ pars

& 3t Uore was 8 oichnase Uik KZied muay shoey,
woud 4 U 0uppdy curve Jor aeud sechs st Lo e
TR 97 Lo Lhe rgM!

Rwosdmevetothe bR __

9. Explaia hew U low of supply is desmoastraiod by e graph.

The mamber of pars of socks that 113 be SWETUNd ncressss wuh the prrce

Poe 0017 of Woul Secsa
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LESSON 11

What's the right price?
(market equilibrium,)

TIME REQUIRED:
Two or Three Class Periods

CONCEPTS:

Interaction of Demand and Supply
Surpluses and Shortages

Market Equilibrium

Equilibrium Price

Changes in Equilibrium Price

INSTRUCTIONAL OBJECTIVES:
Students will:

o Explain how differences in the quantitie. of a product
demanded and supplied will result in either surpluses
or shortages of that product

* Explain why surpluses will wuse prices to fall and
why shortages will cause prices to rise until an equi-
librium price is reached

e Given a graph of demand and supply, lccate the equi-
librium price and state the quantity of the product
that will be supplied and sold at that price

¢ Use data provided to construct a graph showing the
equilibrium price for a product

¢ Determine how shifts in supply and demand change
the equilibrium price and quantity of the product that
is supplied and sold

RATIONALE:

Entrepreneurs exist in markets made up of consumers
who demand the products that firms supply. The price
that competitive firms are able to charge is determined
by the interaction of market demand and supply. A firm

t" charges more than the market equilibrium price
w .. find it is unable to sell all of its production. If other
firms charge less than the market equilibrium price they
will have more customers than they have products to
sell. Entrepreneurs should realize that equilibrimin
prices change over time as supply and demand shift.
Most businesses have limited control over the prices
they can charge.

MATERIALS:

e Activity 39 “Demand for apples and equilibrium”

o Activity 40 “Supply of apples and equilibrinm”
o Activity 41 “The demand and supply for ‘Kookies’ "
e Activity 42 “Demand and supply table"”

e Activity 43 Comprehension quiz, lesson 11

VOCABULARY:

Surplus condition that results when the
quantity of a product supplied at
a particular price is sreater than
the quantity demanded at that
price

Shortage condition that results when the

« *rmtity of a product demanded
at u articular price is greater
than the quantity supplied at
that price

Market Equilibrium condition that exists when the
quantity of a prcduct demanded
and quantity supplied are the

same at a given price

a7
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Equilibrium Price

Point of Equilibrium

the price level at which the quan-
tity of a rproduct demanded
equals tkc quantity supplied

the point of intersection becween
a product’s demand and supply
curves which indicates the equi-
librium price and the quantities
of the product that will be sup-
plied and sold at that price

PROCEDURES:

1.

1o

Name a specific local store where your students
frequently shop and a particular product they often
buy from that store. Ask students to write on a
piece of paper the price of the product named along
with an estimate of the number they personally
buy each yesr. Choose another price that is
roughly 50 percent more than the current price.
Ask your students to write the number of items
they believe they would buy at this higher price.

Collect the papers and tabulate the results on the
board as follows: total the number of the product
your student= estimate they currently demang;
then total the number they would buy at the higher
price.

Ask: What happens tv the quantity demanded (i.e.,
the quantity the class is willing and able to buy}
when the price increases? Do you think the higher
price would encourage the store to offer more of
the product for sale? Discuss how .liis situation
would result in a surplus of the product in a store.

Ask: What do you think would happen to the quan-
tity demanded if the price should drop to
(name a price 50 percent lower than the current
price)? What effect is this likely to have on the
quantity the store is willing to supply? Discuss how
this situation would result in a shortage in the
store.

Define and explain the concept of market equilib-
rium. Discuss how ¢'wpluses and shortages tend
to force prices toward t.e equilibrium price. Dem-
onstrate how shifts in the demand ana supply
curves would result in new points of equilibrium
quantities and equilibrium prices.

Instruct students to organize into pairs. Distribute
copies of Activity 39 to one student in each pair
and Activity 40 to the other. Tell them they are to
work together to complete their worksheets. Read
through the directions with them and answer ques-
tions about what they are to do. Be sure they

~1

understand that there is one buyer (Activity 39)
and one seller (Activity 40) in each pair. Each has
information the other needs to complete the third
cofumn of the table. If students need additional
help to get started, help them complete the top
row of the table as follows:

¢ Ask students who have Activity 39 (buyer) how
many apples they are willing to buy at $10 a
bushel. (20 bushels)

¢ Tell the students with Activity 40 (seller) to
write this number in the column under the heac
ing “Quantity demande J.”

¢ Ask the sellers how many apples they are will-
ing to supply at $10 a bushel. (60 bushels)

¢ Have the buyers write this number in the col-
umn under thz neading “Quantity supplied.”

¢ Ask if this condition would result in a surplus
or shortage (surplus—quantity supplied would
te greater than the quantity demanded). In-
struct students to write the word “surplus” in
the appropriate blank.

¢ Ask: How large is the surplus? (40 bushels).
r-ave students write the number in the a pro-
priate space.

When the students have completed the activity
sheet, discuss their answers. Have them identify
the point of equilibrium on their graphs.

Suggest that the events listed below happened.
Discuss their impact on the demand. supply, and
equilibrium price for apples.

® A cold winter cuts the apple harvest in half.
(This would cause the supply curve . 1 shift to
the left; the price would increase, and the quan-
tity demanded and sold would decrease.)

¢ There is a great increase in the demand {or all
kinds of pies. (This would cause the demand
curve fo shift to the right; the price would in-
crease, and the quantity supplied and sold would
increase.)

¢ A new fertilizer increases the yield of apples per
tree by 15 percent. (This would cause the supply
curve to shift to the right; the price would de-
cline, and the quantity demanded axd sold
would increase.)

53




o There was a report printed in many papers that EVALUATION:
said apples were vreated with a chemicsl that  Evaluate the lesson by using Activity 41, Activity 42,
might cause cancer. (This would cause the de-  or Activity 43.
mand curve to shift to the left; the price would
decrease, and the quantity supplied and sold
would decrease.)

4 Woall ihere be 0 surphit of & shurtage ot any booer prev?

ACTIVITY 39 ———

3 Eaplon why o surphus would Lend L6 Sorce Uhe Brce dewi
De’mnd.for .appl% hm,-mmmuh«ml Aresss the Samber of produc®s WAst tan be
and equilibrium

Asoure rou want 10 byy 6pples Jor Yoo spple e tokory,  of Uwoe prves. Toe third cubam 1o blank. You vent §3

The ot )adead you 57 werting WEA vasis 10 0 fa thas suluma by sshing the sther studems hew many A ahartage would onvvarsge roasummers 14 oot Natet | acos fether LAeR belors ap padiied wanl which

o, The sumiser ol sppios you sre “Bmglabeyasdite I ebe will 04B o€ aach prae, The sl homan 3a% you 1hay ma Srarrs,

number banhg s wi30g 0 sell d¢' Jas on the prios, wiethar Uery would be 5 Srpius or & shortage of sach
Bebew you i3 fad & Ladie ot §os praxdle s prace and hew large that surphan or shirtige would be,

Sor 00948 i the St coluron. Tht Best columa slates When rou Aaish tha teble, aarver tha euontions

the samber of s0pket you weuld be NG L buy sl sach Below,

¢ Eaplain wiy o sdurtagn wwnk] Lend 00 Leve e price up.

1 Druw demand aad supply enrves fof apples o0 Une Craph briver uaing Lhe ol 68 Ut Ladin you tompleted v 106

previiue jage
Dewmand and Supply fot Avviot Demand and Suoly for Aoples
Prue 10
Quaninty Quancity S b ]
Prics Senanded sopptiod of ohat \age Amound 4{—]
1
2104 tabl 20 booely © surphet ®
[ 20 tmels . ® rurphae »
Sabuadad 0 bashely . % E ¢ ¢
Lo busdad 59 sunhele . » sharuge »
2a boskal 00 bunhein . Shertage © .
' R
1 AL what prvce il the mamber of dashaly of 20038 supphod and Ceaanded b the same?
2 Hew many buadals of applos will be suppdod and drmassiod ot this price? ¢ § 18 M M N 3 M & w3 -
— e il Owaraty
3. Would there e a rurphar o & BWrLAEe 38 ary Dagher prve?
There woudd be & s WIS IContvanad)
Fress Nosoe Curmrntym Goule T Tostiong Sovptogest € Jans Covaci on Lecanmu Ebsse-
tam, New Yord, NY
] P
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ACTIVITY 40

Supply of apples
and equilibrium

Assume y Bappd d\ of thewe prices. The third column w blank, You munt £2
mmum,«;m-ﬂum-wum 0 thos column by mking the other stodent bow maay he
them. TH or she will buy a8 each prce The final eolumne ask you

mnmhrmmuhgunldewdnmm whether Lhete would be a surpius or 87 Jortage st exch
Below you will find a Uibie that kats possidie prces  pesce and bow large that sarpiaa or shertage woadd be,
for sppire i the first columa. The next column states When you hnish the tzble, answer U guestions

4 Would b be o surpdus of 8 shortage st sy ke er prce?

There wouli be a lage

S Evjlom why s surpiet wuuld tead 1o forre U prce down.
A sirplus w odd rncourage busiesses 10 b rf pexcrs Lo Wacrease the aurmbet of products that can b
wld,

& kagtan why 3 vwrtage  oukl temd ta foroe the poce wa

A shortage would sncournge corsumers te offer hegher pncen rather than Loiemte an anfSed wank which
they can finance.
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7 Draw demand and supply cun 03 for 35des oa th Driew Gsing the d: able ves comphted on the
the pumber of sppies you would be wiing te sell st each  below, ¥ pagr
Demand and Supply for Avples - Oemand and Suppty lor Apples
Price 312
Quantity Quastity Surples !
Frice supplied or shertage Areant /
$10 8 busbet 60 bushels .2 urpe © ’ /
84 ol 50 busbels ¥ serpioe »
€ abuabel 40 bushels . ¥ £ ¢ . . P -
o 8 busdel 30 besbels . @ shortaps =
22 bucel 20 bushels . ® thortage ® . /
1 At what price il Lhe sumber of tashels of apples suppbed and deanded be the same? 2 °
& Hew many bushels of appies will be suppbed and demneaded at thia price?
'y _— Q ] 1 1 - B - B B} - B TR ] 3w
Quamty
3 Weald there o a surplus or 8 shortage & sy Ngwer price?
dedh-—w — {Contrmuad)
Froea Mester Conds £ P =
rrH" 1“‘“' ol > Tasckung Stratapus © Joint Comel on Econsmc Educs-
L] .
\“"‘CTl B “Mwyd'm‘-ﬂbﬂumqﬂhima%{g?;“'
8. Us=the data from the tadle to draw a graph of the demand and supply of ~Kookoes. ™
The demand and supply
{4 s nat? Price Demand and Supriy of "t okles™
Jor “Kookies -
TN i L
A bakery has deaded ' ehocol P cook youhd Lesson No. £.) The 0 T
1 exlis “Kookoee® te focal stodents. mdm&wu«ymhmum H N i
A wirvey was Laken among Kodents whe sitend s 8t Gifferest prces 3 hated i the able + 1
oearty school The Teouks sre provided en the tabie Study this infermation and saswer the follewing “ T / \
below. (Your tescher oy soh you to wee the data you  quentions. l 1 i f
H H
The quastity derwanbed The wusatity © i " W
would be (voe the Mank sepplied !/i/
At thls peice for your clase's valoes) would be P~ s I~
$.20 each 1100 nooe i ‘
40 each [ J— %0 8 100 30 30 0 6 68 70 K5 K0 1600 1900
Al
Quantity
0 each [ 0
0 exch 00 %0
100 each 20 1,100

1 Ata price of #0 conts. how many “Koooes® would be demunded? 500
(based on dats previded. class data mall vary)

Z At s price of 10 cents. how many "Kook es™ would be supplied? Ld

3. Weald there be 8 sarphis or s shortage o’ "Kookies™ &t & price of 20 crnta?

There would be wrphe “Kookdes.”
*\ted on the data promaced”

4 How large would Dhe surphus or shortage ot
e ! o \hb:dmmmwﬂdl

S Weuld the price tend U oF . down trom M eenges SN
pospore \based on the data provied?

& What 1 Lo equibbrxas ths eramoles 9000
- prcr i .h-dalkmwd-ﬂ

{Contrwued)
” P Toaciing Stratacsen © Jows Council on Eoonomee Edacs-

From M. ruote, K Ty

MR" Yﬁ.Nl
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ACTIVITY 42
Demand and supply table

Fil i the gnd below by wnttang the correct torm n each box:
“Hore kt"="Hove right "—or “Diay the same” for dexand and spply.
“Incresse™="2ay e saime =or “Decrease™ for the eqablrem prce.

vt Thecemsnccuve | Thesmptycurvs | The equiiorom
‘would would price woulc
e owance of
m;:suqm move ngdt stay the seoe focrease
Ons of the cooks n ha
::VM-:::”W! stay the same moTe et mervass
Another 5378 Ihat $0id
M0 sty nthe -
aea goes o oltutness move Rt stay the same AXTLISE
Tt 001 08 62330 heatthe
:::Ysmomm olay the sime move nght Cectoase
The 1e3d cok N e
Khook Zaetend gets £k
304 15 replaced Dy 3 cock. rave nghl stay the sace ExTeasy
who muahes eid ood
Thors 5 325% ncrease n
the cost of fows a8y the same move left Increase
l‘n-‘lu;v(' perind de. £ ‘& Toockony S¢ € Joat Coucicl oa Econeove Edece-
tioa, New Yorn, NY.
2]

ACTIVITY 43

Comprehension quiz,
lesson 11

mary
1. At prios sbove e eewlbeimaprice, tere wil e (Elockow the equbenca ence

@.W: xt & ual 10 the equbhriuze price
2.pios <
sed pobed 4, [f many more prople wamt to buy a product, 5 de-
€ oty b o 4 curve wil meve Lo the ngbt and s squkbhoum
Bew
2 At U market pece, weo b
& know the iru s earnmg 8 profit :‘:’“’m

Qanm-wmm-m.ma
or malang 8 boes

5 11the cont of maling 3 product incresses, its supply
cxrve ol move Lo the keft sad i equtbnarm price
wit

L)
© sy the same
¢ godown

3. 1 Userw a8 a sdoctage of 8 product, . aen X8 cartemt
prce we
o abuve the equllriurs prce
PART R
Base your arewers W the folowing on the ITaph 1o the ngit.
€ What a the equbbrina prce for wool socks?
s,

Oemandg and Supoty
for Wool Socks

7

7. How many pars of socks i de bought and scld at
the equabkbruza prce? n

- 4 s oleocks

8. Atapnce of $4, would there be a sardus o 2 sbort-
ge of wool socks?

There wouldbes . WS N

9 How barpe would thss surpias oc shortage be? $ 5T
4 patrs ol socks r

From Master Carnontum Cosde, Kcomomcs 2nd Entreprenenrahg Toochres Stresogue © Sk Counal en Econonec Educe-
tom, Mew 1 ork, NY
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LESSON 12

Profits and entrepreneurship

TIME REQUIRED:
One or Two Class Periods

CONCEPTS:

Total Revenue

Cost of Production

Profit

Return on Investment

Fixed Costs (Optional Activity)
Variable Costs (Optional Activity)

INSTRUCTIONAL OBJECTIVES:
Students will:

¢ Discuss the role of profit as the basic incentive for
running a business in the United States

¢ Compute the cost of production for a given business
venture

¢ Distinguish between fixed and variable costs of pro-
duction and give examples of each (Optional Activity)

® Identify and explain alternative measures of profit
and their implication for measuring the profitability
of an entrepreneurial enterprise (Optional Activity)

e Compare revenue and cost data to determine profit-
ability of an entrepreneurial venture

RATIONALE:

People become entrepreneurs for many reasons, includ-
ing the desire to earn a profit. A commonly used measure
of profit is the difference between a firm’s revenue and
its costs. Such a simple definition can be misleading if
it excludes considerations of alternative uses for the
entrepreneur’s time or money. A person who spends 70

hours a week working in a business should not exclude
the value of his or her time and labor {rom the measure
of the firm’s costs. Someone who invests $150,000 in a
firm must realize that the same money deposited in a
bank would have earned substantial interest. This too
should be included in the firm’s costs. Entrepreneurs
who fail to recognize these facts may ovesstate the
profitability of their firms and as a result underprice
their products.

MATERIALS:
e Activity 44 “How big is the profit slice of pie?”

Activity 45 “How is the pie divided?”

Activity 46 “Fixed and variable costs” (Optional)

Activity 47 “Profit projection form”

Activity 48 “D=ciding on a club enterprise”
(Optional)

o Activity 49 Comprehension quiz, lesson 12

VOCABULARY:

Profit the difference between a firm'’s
total revenue and tolal cost of
production

Return on profit as a percentage of the

Investment amount invested in a firm

Total Revenue selling price multiplied by the

quantity sold

Fixed Costs costs of production that remain
the same as the quantity of goods

or services produced changes

o7




Variable Costs costs of production that change

as the quantity of goods or ser-
vices produced changes

Total Cost the sum of all costs of production,

both fixed and variable

PROCEDURES:

1.

Select several students and ask ther why they
might consider becoming an entreprei:cur or why
they think anyone would want to beccs. -2 an entre-
preneur. Most will probably say they want to get
rich or earn a profit. Through discussion, help the
students understand that the profit motiveis o»eof
the basic incentives for becoming an entrepreneur.
(For discussion of other incentives, see Lesson 2.)

Write the definition of profit on the board. Help
students to define “total revenue” and “total cost.”
(It is not necessary at this time that students un-
derstand the difference between fixed and variable
costs; they should, however, know the major cate-
gories of expense that are includad in the cost of
production, e.g., labor, rent, utilities, etc.)

Distribute Activity 44. Go over the instructions
with the students; then have them complete the
handout individually or working in pairs. Explain
that the circumference of the circle is divided into
100 equal parts.

Allow several minutes for the students to complete
the pie graph. Ask several students to tell the class
how much of the pie they tnought was profit. How
much was spent to pay the cost of merchandise?
How much to pay for operating expenses?

Project a transparency of Activity 45 (or use the
activity as a handout). Tell students that the graph
shows the results of a survey of U.S. retailers.
Have the students compare this with their pie

graphs. Have them discuss why they thought the
amount of profit earned by retailers was more (or
less) than that shown on the graph. Discuss the
implications of the small profit margin for entre-
preneurs.

6. Choose two local firms with which the students are
familiar—one that is doing well, and one that is
~ot. Ask the students to suggest reasons for the
second firm’s apparent failure. Have the students
suggest steps that the failing business could take
toimprove its profits. List their suggestions on the
board using a chart similar to the following:

Actions needed to
Reasons for failure increase profits

1. 1.
2 2,

7. Optional Activity: Fixed and Variable Costs

¢ From the list compiled in procedure 6, select
items as examples of fixed and variable costs of
production.

¢ Write the definitions of fixed costs and variable
costs on the board. Have the students give addi-
tional examples of each.

® Distribute copies of Activity 46. Have students
complete the exercise in small groups or as an
entire class, -discussing the answers as they
work through the items.

EVALUATION:

Lesson without Optional Activity. Have students com-
plete Activity 47 or select appropriate items from Activ-
ity 49.

Lesson tncluding Optional Activity. Have students
complete Activity 48 or use Activity 49.
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XCTIVITY 44

How big 1s the profit
slice of pie?

ACTIVITY 45
How is the wie divided?

INSTRUCTINS

Assurne Lhat Yo are the owner of a successful retail store, and the aircle (pee) below repeesents the total Fevenue
for one year

Out of the Pevenue earned, you rust pay for the merchandue you sold. You must also pay operating expenses. Of
course, You also expect Lo ke » profit

Divce the circle (pred o show what portion of the total revenve you thunk wi be profit, what poctson will be used
to pay for Merchandise, and what portson wild be nevded for opersting expeswes.

1. Tobegin, mark off and Label a shee of pre to represent the zmounk of prod you would
expect L earn,

d, Them mark off 1nd label & sbce to Pepresent payment for Use merchandise sold.

OPERATING
EXPENSES

& The shee beXk represents the amount set aude Jor operstrg espenses. Do yoa thank
you ha ve 3¢t 300 erwafh for sl the expenwes asac-ated with operating s business®

N d Make any adpastments 1 the three portaona of the pee that you thnk are necesssry. ™%

i rom Maser Lemruium Unde Econemucs 60d Entrrprrnrersdp Traching Stratanas © Jous Lownal ea £ womse Edues- From Merw( 4 e & ant Entrey » saching Stratogus © joat Leuncil n Econome Educs-
ton, New Yort, NY. #m, New York, NY.
. “ -
Name
3. How much Jo you think Sharps ~ould k daf she had & ,000 11 8 bank?
ACT|V|I H 46 Answers will vary, (Exampie, A time deponit at 5% would have earned $2.400 )

4 Sharon looked 82 what she spent and what she took 1n and Aigured she had ket 52.000 Why was she wrong”

The invest ey and d Atvald ot all de arsighet 23 a cost 11 the current vea™
Ao she dd not inchede the valoe of her time,

Fixed and variable costs

Sharon has wanted 10 042 her awn pottery shop for s
iong tume, LAt year sde mhented $30 000 from her
wncle. S used the money 10 x0 Into business, She
worked 50 hours every week makang pots and runmng
the atore.

AL the end of the year, she Agured eut her proft and
was very disappointed, She wrote down all the informs-
100 she gathered on & sheet of paper and tned to dearde
what she could do Lo improve her earmungs.

Study the data and snswer the questions belew.

S 10Sharon doesnt thunk ber business ts goung to gt any better shoukd she alty m business® Explain why. or why
ok,

e shoukt conuder retting out of business and workung (or sameore else W would pav her More or

revire her to work fewer hours

Total revenue $5.000 pots X $19 each)rcccarnnnes $50.000

Investzent 11 Femodebing rented Mot ... woox i 000 Fued
Cont of clay and other matenals used .., ., v e 900 Vanable
Cost of tlectnasty and utibties. . . - v o L3200 Vansble

WAges and benefits for one part Lume helPer .. 6,40 Vinble

Reflure v v oo oo i womme o0 we v 4800 bed
L L L s -] Fued
AQVEINNL.... .. L. omas . s L1800 Fued
Bookkeepang seIvIKe ... v cove wien. . 3600 Fued
ODT OBt ..+ cconrre o a4 2000 Mued
Tota) Expenditures....n. 53,00

1 ldentify Sharon’s costs a Ared. vanabie, o muxed by wnting the correct word in the blank after each cost kne.

2. How do you think Sharca should sccount for the vakie of ber own Ltne and labor?

Atawers will vary dut shoid refect realization that Shazon s time 1s worth somethung. and s vale
should et te reqarded ss proft. It should be sdded Lo the cvher costs

{Continued)

From Mester Curmenium Gurie, Economus and Entrepreaesridtd, Teaching Strategioe © Jum Councyl on Economie Edacs-
ton, New York, NY
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A CTIVITY 47

Profit projection form

PART Y
Suppose your club wants 10 earn money by seling quar
ter-pound hamburgers at local beaketball pames.

You bebeve you could sell 3.000 dunng
the 12U seaaom at 8 Jnoe of $1 50 each. You must
ront 2 booth 3t the gymeasam for $50 per aight. Labor

Rent for » booth for 12 neghts

will be soppded free by members of the cub. You need
t pradict your costs aad prodts, Complets the form
belew,

Mmmumwmmwm
food itewa inchaded ca the et

Cost of ground beef for 3000 A

Cost of 3,000 buns

Ketchup (one 32 oe. bottle per 50 b

Mastard (one 16 ov. botte per 100

Prcklon (ome 32 ot bottle per 80

Onions (one pound per 50 hamb

Paper ragkine (cos per

Pov

Total eout of producing 3,000 harly

Tots] revenve for seling 2,000

Profit o loss

PART

Based sa your projections for prodt (or low), would you recommend that your
or wotld you recomumerd that they undertaka some owr Sctivity? Wiy or why actl

¢lob sel) haraburyent s sars morey

¥y ws Mostee Curnicnlum Guids s ¢ ond K T © Joint Counctt oa Lacaomic Educe-
lh:Nnhn:Nh - (R %" 2 nirepen, arshp, Toackong $iratagees

ACTIVITY 48
Deciding on a club enterprise

Suppose your ceb wants Ls earm mnoney by seling quarter-pound hambargers at local basketde] gumes.

You baiere yori coold sell 3,000 bamburgers during the mmu:mdtlwmhumm‘
:mumwmwsm-mmvmum by mecabers 8¢ the club. Yed need L
peacict your costs aad prodts. Complets the form bekow,

Check ths prices at your local grocery stores fer the foed Kems inchuded oa the bat.

Remt for & booth for 12 nighta - L )
Cost of ground best for 3,000 L «)
Cont of 3.000 hasab bure L o)
Ketchzp (one 32 of. bottle Der 5O MAMMITEETE) v mine v savee S )
Mostard (one 16 . botthe per 100k ) e )

Pickles (one 32 oz, bott)s per 50 harsbits 078) rnevees merarnsovssons o S ()
Ordors (one pound per 50 & L )
Papar napkina (onc per he. Surger) [ ()

Total cont of producisg 3,000 (3
Tots] revesoe for seling 3,000 d

Profit oc loss {1

1. Tdentify each of the costs abore as Aaed or varisble by piscing the letter T~ or “V™ ta the parestheses ot the
ond of sech st Az,

3. 1f you had ta pay workers s total salery of $100 8 Eight inatesd of having volsatesrs from your akb, what would
Mappen 15 yoar prodiat SHould you eontinue 10 343 Ramburgers in this case? Kxplaln your srewer.

Trom Nostsr Curncntum Gurds, B ed £
Yom, New York, NY,

” Asp, Touckuar Stratopas © Jaiat Councl on Leonemic Educe-

ACTIVITY 49

Comprehension quiz,

lesson 12

PART ¢
Complete the folowing by circkng the bettar of Uhe beet

answer,

L correct formols for Anding & Grra's proft .
proft = totsl revenue = total cost
0. proft « (prce x pumber sold) = cost per Kam
€, profic = (cost par Rem = Drice) X number sold

2. Many antreprsneurs oversetimate thelr profts de-
caum theys
dout keep records of thelr sales
@h\mmvmumm
€. dont try 0 control therr Iabor costs

3. Rescairees Lend 10 Bow 10 firmre that are effaent and
peotitable because”
& they have & grester need for thces rescurces
émymmommquﬂy
hey ean afford L pay for those Pesources
4. T the owners of & frma have no expectation of ever
exrnng 8 proft, they shoadd.
© (vt of bustress and pot their Do0eY
138 bank
B iy Lo merge their business wit™
snother larger frm
€. lower thalr prces 50 they aar
ore Rrene

Jou mukas deliverses tn the everung and on SaturdeY? fir & local drug store. By carrying the items, be earmed §30
ench week, He saved his money unt be had $4,000. Joe deaded t buy & used car with his money. By driving the
car, b is able 1o detiver more items and now serns $120 8 week. Joe bebeves the caz was 5 wise investinent, Write

s bovef eseay that explaine why Jos probably is wrong -

Jou u probably wrong because the cost of owrang & car wn all Rkelhood exceeds the extra $40 8 week be
«arma [asurance alone w Lkely to cost about $1,000 2 year (of mare). He ahould also reahre that the

value of the car will de yeciate Over Lime

From Moo C1 b, K re
ton, New York, NI.

. Toacking Stratapse © Joint Council on Econamic Educs-
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LESSON 13

What type of business
should I start?

TIME REQUIRED:
Two Class Periods

CONCEPTS:

Economic Institutions
Sole Proprietorship
Partnership
Corporation

INSTRUCTIONAL OBJECTIVES:
Students will:

® Describe the three types of business organizations in
a market economy and cite examples from the local
community or region

® Compare the advantages and disadvantages of each
type of business organization in a market economy

RATIONALE:

As each entrepreneur makes the decision tostart a busi-
ness, he or she must also decide what type of business
organization will be most advantageous for the new busi-
ness. There are three types of business organizations:
sole proprietorship, partnership, and corporation. Many
businesses start as sole proprietorships or partnerships
and grow to become corporations. The type of business
organization can change as the business expands or de-
clines. .

Entrepreneurs nced to understand the advantages
and disadvantages of each type of business orzanization.
Legal linbility, tax obligations, and financial responsibil-
ities are all factors that entrepreneurs must review
when deciding how to organize the new busi- s.

MATERIALS:
© Activity 50 “Types of businass organizations”

® Activity 51 “Advantages and disadvantages of
types of ownersuip”

s Activity 52 “Entrepreneurship interview guide”

VOCABULARY:
Economic
Institutions

ways of doing things that ad-
dress the economic decisions of
what to produce, how to produce
it and who will consuine it. Many
economic institutions are long-
lived and were originally formed
in response to economic condi-
tions that may have changed
over time

Sole Proprietorship  a form of business organization
that is owned and managed by
one individual who assumes all
risk of loss and receives all

profits

Partnership a form of business organization
that is owned by two or more
individuals who assume all risk

of loss and receive all profit

Corporation a fezn of business organization
that is created by law, functions
as a separate legal entity, and is
owned by two or more individu-
ais called stockholders. Stock-
holders are at risk only for the
amount of their financial in-

vestment

Franchising asystem by which a firm expande
into new neighborhoods and

towns (or foreign countries) by




o

o

selling the rights to use the com-
pany’s name and products to in-
dividuals. The franchising com-
pany provides training services
and an advertising campaign for
the purchaser of the franchise.
In turn, the purchaser agrees te
meet certain quality standards,
wrovide certain products, and
pay a {ranchise fee to the fran-
chising organization.

PROCEDURES:
1.

Distribute Artivity 50 (or use as a transparency).
Review with students the three types of business
organizations. Using the local community, give
students examples of each type. Stress that al-
though the corporation is usually used by large
businesses, there are \nany more soie proprietor-
ships than any other type of business organization.

Distribute Activity 51. Review the infurmation on
the activity sheet with the studcuis. Emphasize
the legal liability, the tax obligations. and financial
rrsponsibilities for the business owner of each type
of business organization.

3. Divide the class into groups. Ask each group to
compile a list of questions it would like to ask an
entrepreneur about his or her business.

4. Ask the groups to share their fists. Write the ques-
tions on the blackboard.

5. Distribute Activity 52 or project as a transparency
and have students write the guidelines in their
notebooks.

6. Invite several entrepreneurs to the next class. Us-
ing Activity 52 and the students’ compilation o1
questions, have students interview the entrepre-
neurs. Students can tape these interviews with
both audio and video recorders. Try tc irclude
entrepreneurs representing different types of
business organizations in the group.

EVALUATION:

Organize the class in small groups. Using Activity 52 as
a guide, have the groups identify and develup profiles of
businesses in the local community that are representa-
tive uf each of the three types of business organizations
presented in Activity 50.




ACTIVITY 50
Types of business organizations

Sole propnietorship
A form of business organization that is owned
and managed by one individual who assumes
all risk of loss and recelves all profits.

Partnership
A form of business organization that ls owned
by two or more Individuals who assume all risk
of loss and recelve all profit.

tion
A form of businesa organization that is created
by law, functions as a separate legal entity,
“~  and ls owned by two or more individusis called
stockholders, Stockholders are at risk only for
the amount of thelr financial investmant.

} rom Marn L orentem ouide, Econemucs end Etprensnrsaw, Tobching Siatanes © Jun Lounc en Evonamoe Educs
tn, Mew Yorr, NY

n

ACTIVITY 51

Advantages and disadvantages
of types

of ownership
Forma of My A § Disadvantages
Sole proprictorzhip {1, Low startap costs 1. Unbauted boddty

2. Grestest freedom 2 Lok ot

contawuty
L Difhoukty i rusieg eapatal

Partaersily 1, Esay o form 1. Unkmited Kadadity

L Low stant-op costs 2 Lack of continaty

L. Divided suthortty 3, Divided suthority

4 DUBCURY I Bading swtable partnes
Corporation 1. Limxaed badiiny . Ckose
RanIgTment T Most expenaive to organse

3. Esse of rasing aapital 2. Extensive recors-keping
Franchiss 1. Smalier than usual caputal ivvestment | o 7Laaidle high franchisor fee

L Price public acosptance of prodct L Some loss of ndependence

& Bettor thaa avernge profit margins 13 Posadi n Ling contract

4, Management assutance

PP A arier  nrarnium Guike, Econemis and Entreprenewsd @, Teacking Stralapus © Jom ounral en Loonomar Eduis.
tem, hew York, NY

kel

ACTIVITY 52

Entreprenewrship
interview guids

. Name of entrepreneur
- 2. Name of entrepreneur’s business
3, Type of business orpanization
4. List products of business (goods and/or services)
5. Number of employees
6. List benefits of business Lo society
7. Chart growth of bus."*ss since 1ts inception

8. Chall in operating the b

From Mesey Curenium Guide, Econcmucs 4ad £ atreprensariep, Toaching Steatoged © Jum Council on Economac Edvucs
Ucm, New York, NY
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LESSON 14

Borrowing decisions and
expected returns

TME REQUIRED:
One or Two Class Periods

CONCEPTS:
Interest

Interest Rates
Investment.
Expected Returns

INSTRUCTIONAL OBJECTIVES:
Students will:

¢ Define interest and explain the need for interest

o Explain the relationship betw ecn savings and loans
o Identify factors that influence interest rates

¢ Explain why businesses borrow to make investments

o Compare the cost and expected return for different
investment options and decide which investment the
firm should make

* Given an example, describe the relationship between
interest rates, the expected return of an investment,
and a firm's willingness to borrow funds to make the
investment

RATIONALE:

Entreprencurs must possess o1 have access to funds to
start their businesses. They may use their own funds,
get others to give them funds for a share of the business
and. claims on future profits (equity financing); or they
may borrow money from others (debt financing) with
the contractual obligation to pay back the a.rount of

money borrowed plus additional dollars cal'ed interest
payments. Interest is the price of borrowing money and
is usually expressed as a rate, e.g., 10 percent (10%).
Thus, to borrow $1,000 for one year at an interest rate
of 10 percent will cost the borrower $1,000 + $100 =
$1,100, or 100/1000 = .10 = 10%. The lender is willing
to provide the $1,000 because he or she wants to give
up purchasing power now ($1,000) for increased future
purchasing power ($1,100). The borrower wants to have
money ($1,000) to spend now and is willing to give up
future spending ($1,100) in order to have $1,000 today.
Thus, the borrower is willing to pay back more money
than is borrowed because, as a consumer, he or she
values today’s purchase more than tomorrow’s, or, as
an entrepreneur, he or she needs the funds today ..
start the business and will be willing to pay back more
dollars in the future when he or she expects tobe earning
dollars from the investment.

In the United States econumy, the funds that are
available for lending come from a pool of funds called
“savings." Savings are monies that are not spent but are
put aside for the future. Generally these monies are put
into a variety of savings instruments by banks, inciuding
savings accounts and money market accounts. Banks
pay the savers interest on their savings to attract them
to their bank. Banks in turn lend these savings to others
and charge them a higher rate of interest than the bank
pays the saver.

The entrepreneur must consider the costs and bene-
fits of starting a new business. The interest rate on
borrowing money is a cost. The rate of return on an
investment is computed by dividing the money profits
by the amount of money invested (profits/investment =
rate of return). The rate of return on the investment
should be greater than the rate of interest for the entre-
preneur to borrow the moaey.
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VOCABULARY:

Interest payment for the current use of

someone else’s money

Interest Rate the percent of the principal of a
loan that must be paid by a bor-
rower to a lender in a period of

time

Investment the purchase of capital goods by
a business to increase or main-
tain its ability to produce prod-

ucts and earn a profit

Expected Return the return as a percent of the
cost of an investment an entre-
preneur believes an investment

will generate

Prime Interest Rate the rate of interest charged by
banks to their large business cus-

tomers

the rate of interest on a Joan that
varies from time to time because
of a varying rate of interest in
the financial markets

Variable Rate Loan

MATERIALS:
e A copy of “Money Rates” from a recent Wall Street

Jowrnal

e Activity 53 “What’s the rate of interest?”

e Activiiy 54 “Interest rates and expected returns”

o Activity 55 Comprehension qui ‘2sson 14

PROCEDURES:

1. Distribute Activity 53. Ask students todo asurvey
of area banks tec determine interest rates given on
savings plans and what that same bank charges on
various typss of loans. Have them record their
findings on the activity sheet.

50

2. After the students report their findings to the
class, ask what the bank does with the money that
is deposited. Discuss the “spread” (difference) be-
tween the interest rate paid to depositors and the
rate charged borrowers. Explain what the spread
is used for (cover evnenses of the bank and provide
a profit).

3. Ask the students to bring copies of the business
section of their local newspaper to class. The
teacher should obtain a copy of the “Money Rates”
from the third section of a recent Wall Street Jour-
nal. Help the students find the current prime inter-
est rate in the papers. Explain that most business
loans are made at the prime interest rate plus some
percent (prime + 2%, for example). Only large
businesses are able to borrow at prime. Smaller
firms are charged a higher rate by banks because
of the greater risk of the loan. Be sure to point out
the fact that the prime interest rate changes over
time, and, therefore, a business may not know
what rate it will end up paying when it takes out
the loan.

4. Distribute Activity 54 and ask the students to com-
plete it individually, in pairs, or as a class. When
the students have finished, discuss the relationship
between a firm's expectation of return for an in-
vestment and its willingness to borrow funds at
different interest rates. Emphasize that a firm
should not agree to pay more interest than it ex-
pects to earn in additional income. Ask them to
consider how the fact that most business loans have
variable interest rates affects many firms’ demand
for credit.

5. Optional: You may wish to spend some time dis-
cussing how some businesses raise capital through
the issuance of stock. Small businesses as well as
large ones issue stock.

EVALUATION:
Have students complete Activity 55.
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ACTIVITY 53
What's the rate of interest?
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ACTIVITY 54

Inigrest rates
and expected returns

ISTRUCTIONS
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Caloulate the Latal interest rate and wTRS Lo Rambet I the sopropriate space i the fourth pangraph.
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ACTIVITY 55

Comprehension quiz,

lesson 1,
MART
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LESSON 15

Competitive markets

TIME REQUIRED:
Two Class Periods

CONCEPTS:

Pure Competition
Product Differentiation
Monopolistic Competition

INSTRUCTIONAL OBJECTIVES:
Students will:

o Identify and explain the economic characteristics
common to firms in pure competition

o E.plain why competitive firms are “price takers”

» Give examples and explain the significance of product
differentiation

» Define and cite examples of monopolistic competition

BATIONALE:

Most entrepreneurs with small businesses operate in
markets that are characterized by a high level of compe-
tition. This is the result of the relatively low cost and
easeuf starting such businesses. Competitive firms have
little control over the price they can charge or the quality
of the products they are able to sell. In a competitive
market, customers are very responsive to price. A com-
petitive firn that charges high prices or offers inferior
products will have few customers. These facts tend to
result in low profit margins for competitive firms. It is
possible for owners to overcome this problem by differ-
entiating their firm's products from those of competi-
tors. If a business can convince customers that its prod-
ucts or services are superior, it will be able to charge
higher prices while maintaining the volume of its sales.
Anvone studying entrepreneurship should be aware of
these facts.

MATERIALS:
s Activity 56 “The lawn and garden doctors”

o Activity 57 “The market for pain rclievers”
o Activity 58 “Pizzas”

+ Activity 59 Comprehensioi. quiz, lesson 15

VOCABULARY:

Periect Competition a market in which there are
many producers .f the same
product; castomers vre indiffer-
ent to which product they buy
and are only responsive to differ-
ences in price

Product an attempt by a firm to create

Differentiation consumer preference for its
product as the result of a real or
imagined difference in the qual-
ity of the product it offers for sale

Monopolistic a market in which there are

Competition many producers Jf similar prod-
ucts that are distinguished from
each other, usually through ad-
vertising

PROCEDURES:

1. Ask students to identify a type of business they
believe they might realistic.lly be able to stzrt on
their own some day as a single proprietor. vfake a
list of these businesses on the board. Tell students
to exam.ae th~ ‘st and iaertify characteristics
most of the b ses have in ~»mmon. (Most will
probably require relatively small initial inv -
ments and cxist within markets that have sul:stan-
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tial competition.) In the discussion, emphasize the
fact that most new entrepreneurs do business in
competitive markets.

improve their profit margins. Define the term nio-
nopolistic competition and discuss how Joe and
Frank attampted to accomplish this objective

2. From thelist compiled in procedure 1 above, select 4. Optional:
a business that seems appropriate to this lesson— a. Distribute copies of Activity 57. Go over the
i.e., a business that operates in a highly competi- instructions with the students and have them
tive market: Ask the students how much they be- complete the worksheet as an individual or
lieve the firm could charge for its product at the _voup assignment.
present time. Then ask them what they believe b. Discuss students’ findings for Activity 57.
would happen if the firm increased its price or Have them compare the prices for the various
offered inferior products for sale. (They should pain relievers and ways the producers of each
racognize that the firm’s customers would go to the attempt to differentiate their product fror: the
competition.) Point out the fact that the competi- products of competitors. ™ the discussion,
tive firms have littie control over the price they have students review the definition of monopo-
charge (they are “price takers”) or the quality of listic competition and give examples of how
the product they are able to sell. If the product is this zpplies to firms that produce pain re-
of inferior quality, customers will buy from other lievers.
firms offering the same or similar products.
3. Distribute copies of Activity 55 and ask the stu- EVALUATION:
dents to complete it individually or in groups.  Evaluate the lesson by using either Activity 58 or Activ-
When they finish their work discuss the answers, ity 59. Activity 58 may be used with a “taste test” in
emphasizing the idea of product differentiationand  which the class orders pizzas from each sture and evalu-
how it car help firms in highly competitive markets  ates the products.
ACTIVITY 56 ACTIVITY 57
The lawn and garden doctors The market for pain relievers
When Joe praduated &xa dagh school. he cousda dnd d chd the y work. J \ Decazse 3. & producta sokd a5 pauss relievers contaun ene or more of Zear basc wigre These are-

2 Job be wanted 20 be week Wt buxness for haraset! k-unnamnclmy
Joe decded be kad to & roraetding W 2prove bw

progzs. He coctacted 8 friad nazaed Frizk, whersa s

= aspaia (acetyisalacybe sods
* seetanophen

* gaprolen
* caecre

needed comt fust over S.000. Jos went door Lo Soor
Mg peopie f Lhey workd ke ki 20 oot thatr grase.
Jon dlecoversd there wore o loast oight other va
services dog bustness m town. Kost pecple whe
wanted to have thewr grase cut already had & dZerent

mwkwmmmmm
ws
mdcuammwwlm wlnhmno"y
Wleave, Jou qave the owner ¢ free Nt Frank bad made

Go 0 alocal story sad mervey the poia rebevers offernd for se. Complete 8 form for esch prodct, Whea you Bave
£xtshed, Kentity mpecic sdvertisemets yoa Rare seea or beard for each produce.

MmmumnmgummeMMmeA

frra doag % plaats couk! be made beedy. Prodoct’s name Price per 100
At fret Jor Lried Lo charpe kugh prices becaces be Mout of Jas cosotaers were hajoy Lo Rave the bet.
thongt (e would alow ham to pay ks biZle and sars  Some of thers kired Fraak @ take care of their planta. Aruive ingrecuents
8 good profe. Many peopie he caled on todd hum hae  Joe and Frank became partners and Zound they conid
compettors' prices were much lower. Jor deaded o charge hagher prices becuiise Unr lawa service dod
Tower bus praces and 300 be had qute 8 few customers.  mare Lo offer Uhan that of thewr competiion. Word of 3.8 prodact advertised® Ifes how?
12 erder to cut a2t the Lawme Bo had agrved Lo 6o, Jou Ju-mmwmbwwnuym
Nad 0 work quickly and dxin do & £ood Job. Sotse of Joeand Frank ek
i costomers Lold lum mot Lo come Dack becsase ks dess Lo *Ths Lown & Garden Doctors” 553 advertsed Prodeet’s Prace 17 100
work waant 5 £20d as they expected. Fimdy Jos erded  thetr specal servace bs local sewspapers. They sow vy ]
WP charpag the same prce 68 the other luwm services the most sucorsstal '=um service m town, Adtove tegredsents
1T What Mppened to Joe's bumness when he charged more Lhas other Srmse?
Ha wea forced "0 lower s pxices Lo the sare bevel a8 Bos competiion te alindt cusoCer. Is this product advertiaed® 1095 how®
2 What happesed W0 Jor's _mtent when be wquadty work?
Ha was forced to bmprove hus Guainy Lo the 6o Jevel a8 hus competition 20 keep customars. Product’s nams Price pey 100
3 Explaia how you know Use busioes Jo3 started was in & competitive market, Active Ingredients
lhwmmmnmnhnmymwmmanuwum:numa’
[N m’hhwcwwmhnhwﬂvrmT 1s this prodoct advertised? 17 35, how?
Firms th competition have Jow profe margine decsce: they carant incresse prices or b bty
LS wuu:ﬁhm«mwmumuwwwmhnmmv Preduct’s Rame _Priceorlod
They pewvided & sorvioe that T34 Gffarent from those ofered by competing Arma. Thia &arentiation Active ingredients
Adewed Dven 10 —
[N mnywmhuwﬂdwm
At s product trom stmalar peoducts offered by ether T tue groduet edvertisad? 1059, Sow?
Arulllldu-ua xmuwummmmﬂnmmmh-mln
rrmaa.
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ACTIVITY 58
Pizzas

1» most arvas there are many businesses that offer pata &or sae

1dentafy thrve Mpeeic Paa Pretaurants 1 your mesghborbood. Find the kllowing wirmation for each atore and
anpwer the questions below,

When you vux the stores, try (o Jook st the quadity of they puoa.
Stare No. 1t | Stere Ne.2: . Store Ne. 3.
'

’ +

T oo of 12weh peppercos puza. | Price of 12-ch prppercrs pestas ¢ Prave of L2anch pepperons prosas
I

3 ‘s %i——

Price of meh sdttiocal gy § Price of each adizinal toppag  § Price of each addtional toppag:

| . $ | FE—

Thus store tries 0 di¥eresziate s ¢ This 020w thes to d:%ereatista tta | Tais store tries 10 cifferenticte fts

pRzza from eorspeting storte Dy: | PAZZS from COmpPEtTg Mores by, puzs from commpeting soces DY:
i

| |
| |

1. How ~ach &erence s there £ the prces the sores churge for therr pazal

2. Deacnibe say ditferences i the quabty of the puzas.

X Describe the degree of mecess you beleve the £rms Aee dad i distinrinshag theer prodacts from each other.

& Desmbe what you xcid do 1o try 1o mprove your prodt merpn o yed ¢ared sne ¢f these Anne,

ACTIVITY 59
Comprehension quiz,
lesson 15

MART S

Rend the statements brlow.

Place ¢ *T™ in froet of esch of the Razemence you Nak 3 troe and grere the 8, auw,

Place an *F* 1 freck of eocm of Lhe statoweris you thaek 1 falee; then wite the staiement correctly in the space
prended.

F 1 Products ofered for sale by Srome tuz sell ja the same competitive markets are ofiea Gote ffarent.

Prodacts efered for sele jn competitive markats are sbmost the same.

F 2. Coopatarve frms are often called “price takers” becsaee theet custoaers v farced o "take™
whatever price ey charge.

Cooepetive frms sre ealled “price Lakers” becanse they most charge the same price o8 their
T 3 Fums tha ool 1 the seone competitve Rarhet all chargy about the sazne poce.

T € Competstive £rms oftec Lry to ackaeve Prodact diTerestation.

F 5 Firns v monopobstic compritaon &re eore biely 2 earm good prodts thay competasve £roe betacee
therr products are more wEpCCLAN,

Firoe ta smonopobstac compet.” ‘om a2¢ Akely L earn & Jarger proft bacaves they kave
Aetingashed thetr prodect (Ives sar~r produets.

(Comhmnad)
Frem MaoterCo 2 < K p. Toacking Siraiapes C S Counscd on Ecsnsane Educy- Frors Meosv & & 4 Lntrey ', Toacheng Soratapes © Socn Councd 0 Eosaosue Ddven-
ey, New York, NY e, Mew York, NY
2 3
PART X
& Explam twe reascns why most sgle S bumness in markets,

& They require Mxted money L0 gt started becsuse most Arms m heghly competitive markeds are

B Theyare emytodlart.

7. Describe con specic axaphe you iow-w of 2 wioch 5 Srm Ras tred 1o dutngziel 1t 5 xdacts frem others st
&re roally Doeh tH seoe.

Anevers will vary. One ezampie, Mrwever, would b cosmetse products.
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LESSON 16
The demand for labor

TIME REQUIRED: PROCEDURES:
Two Class Periods 1. Using a transparvency made from Activity 60, re-

view the circular flow model. Emphasize the rela- _ .
CONCEPTS: tionship between *he sales of products in the prod- ’
Demand for Factors of Production/Labor uct market and a firm’s ability to pay for factors
Derived Demand (incli Jing labor) in the factor market.

Diminishing Marginal Productivity . . .
2. Identify several jobs that exist in the area of your

INSTRUCTIONAL OBJECTIVES: school that your students are aware of and that
Students will: require substantially different training, risk, or
i experience (e.g., auto mechanic, construction
¢ Explain why a firm’s demand for any factor of produc- worker, grocery clerk, bank loan officer). Ask your
tion depends onit- ability tosell the product produced students to estimate how much each of these jobs
is worth in terins of an hourly wage. Discuss the

® Based on their analysis of events observed in a simu- reasons for your students’ estimates in class.

lated entrepreneurial venture, formulate a statement

of the principle of diminishing marglual productivity 3, Ask students to pretend that they are the employ-
ers of the workers identified in procedure 2 above.

¢ Evaluate the sales and cost data to dctermine the Ask them to list the factors they would consider in
optimal hiring level for a given firm setting wage rates for their employees. Students
are likely to list factors that relate to the quality
RATIONALE: of the worker or the local economic conditions (edu-
Inorderto earn a profit, entrepreneurs purchase a com- cation, experience, the cost of living, or what other
bination of the factors of production, which are used to employers are paying). They are not as likely tc
oroduce goods and services that are supplied to the consider the value of the worker’s labor to the
market. The greatest cost of production for many firms employer.

is the cost of labor. Many businesses fail because owners
de not understand or control labor costs. It isimportant 4. Distribute Activity 61 and work through it with

for entrepreneurs to consider the relationship among your class. Draw the boxes on the board and help
profitability, the cost of labor, and the value of workers. the students with the activity. As more ctudents
try to draw in the same box, they will start to run
MATERIALS: into each other and the number of additional prints
® Activity 60 “Circular flow model” will decline as extra students are added. Explain
how this demonstrates the principle of diminishing
® Activity 61 “The handpriat business” marginal productivity. In many cases, the con-
straint on the value of addition-Yworkers is a fixed A
® Activity 62 “Sharon’s firewood” capital base (only sc many tools workers can use).
In this case, the constraint is the space. The last
© Activity €3 Comprehension quiz, lesson 16 worker is likely to cost more than he or she is worth
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and therefore should not be hired. Emphasize the
fact that a firm cannot maximize its profits if it
pays workers more than the value they contribute
to production.

EVALUATION:

Evaluate the lesson by using Activity 62 or Activity 63.

ACTIVITY 60
Circular flow model’

THE PRODL™ ~Lr
01 eeeeeeee Frushed Conts ind fonime s s e oo e
. .

o

ACTIVITY 61
The handprint business

Your tescher has drawn foar 3-foot-square boxes on the board. Some of your classwates are gong 6o e
“handpnet® tosness.
‘.'owlnd-tr-\lp‘y&M(M)kfeﬂwwmndwwyuddmn«ﬂm
any otber handprot.

15 the fArst box, coe student wil Bive ane rxnute to trace 1s asay of bas or ber handperts sa posssble. The madent
16 paxd & wige of 33 (pretendl. Whe the mowate 1 ¥, 534 the muber of prots made and see how mrach woney
wis Laken m, compared Lo tL? cost of e worker, and how maich \ 38 exrned m proft.

Repeat the process i each of the bext thrve b g coe more 1, for each box, Remesaber each
added werker must be paxd the 35 wade, Complete the tadle below o help you anewer the following questions,
Arswers m3 vorr Example of 5 completed table is promded below.

. Wh there the aumber they the worker s} the amount
ereceecomee PoSWeSurviss st ecse e weve this of were were of
THEFACTOR MARKIT many » hers wade wos worth pod earned wos
hrmmenovs  Money F1oms Pryarts (Weged, Aomta, arset, roft]  —Guummmd —
4 s$800 $500 $300
enne A Fromrasrt fom Tractong e © Leonerme Liucatscn, New Tork, 30 3 B ! — _—
2 '_5 51400 51000 $400
3 2 Siko0 $15 00 $100
4 " $1700 fele] =$ 300
1, What happerad to the senber of s3dixeal prints prodoced as sxtrs workers were karvd?
As more stoderts try to draw prints, the extrs stadents produce fewer and freer additional prints,
2. What happened 1o the valor of added worken?
The vajoe of 33ded workers went down becaist they profaced fexar sédanal prnte.
3. Wy dxd thus happen?
Thus hay pened becavse the additiona] workers had kttle apece to work . They kegt getticg in cne
AnRDTS way.
From Maser Ci fom Guvie. K asd Bty 9. Tooching Stratepas © Jut Conncil ot Lewtssc Edocn- From Nastre € Jyw Gr e, £, d & 9. Teathing Strasorwe © Jows Coumnct on Econamee Educe-
e, New York, NY. ton, New York, NY
[} »
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Aruitoxt provided by Eic:

ACTIVITY 62

Sharon’s firewood

Sharon s an elderly woean who owne 40 acres of wocd-
tand wn reral Towa. Sharcn \s 100 6ld to 40 much work
Bersell, Two years age o Lomado blew down most of the
trees on der land. Sharon was upset but thought there
wis Bte she ¢rikd 40 afn 1t L A few weeks g9, one
of Sharoa's frvends sugpested ahe bire some Joca) Righ
wchool stodents to cut the trees up and sell them for
Brewood The man saad she could predadly get $43 for
each cond of woode and most of the Joca) farmers would
e wAing o peck 1t up from ber home,

Sharva deaaded to Lry tie wdea. Sbe hured ber nesth-
bor’s 17 yearold son Tim and sgreed to pay hum $5 st
Bour 1o 3t wood fo£ eyt bours on Satrday. He used
& 6-£00t kg cross-cut saw she owned and & dand uie
Worlung adl dav, be managed o cut one cord of wood,
whach Sharon sobd for $45, Sharon paxd Tim $40, witch
et hee 851 profit. Sbe dearded to Lry R agmn, Thas timve
Sharon sshed Tum o briag cne of his frends to help. To

ber surmnse. T and hus froend were able to out four
corda v ¥ood working togetder. They explauned thatthe
2w wa really Loo Bag for one person. dut thetwo of thetn
topether coudd Just “whip” nght through those loge
Shazon wea thnlled. She pad the boys s total of $50 and
sold the woud for $180, earrung $100 Sharontild theboys
to come dack the pext time and brng anotner frend

The following Satarday. the three boys cut ux cords
of wood. Sharon wwcreased ber ermployment one more
e o four boys but duscoversd they cut aix cords, Rt
the same 2athe three boys had cut the week before She
became angry at them and accused thesa of being lazy
They densed it and saxd there really wasat much foe the
Jeurth boy te do whidle twe bays used the aw anc. one
e axe. Die decrded to heep 0n with ber business but
10 emphoy only three boys.

Consler the informaties above and answer the
totlowing queshions.

1 Complete the following table
Whea Sharon they cut she pard she sold
had this thaa many them the wood and
many werkers cords this much foe earrved
1 1 $0 LX) $ S0
1 4 L i8] $100 00
3 [ 120 o $150.00
L] $160 fert) $130.00

4

2 How does Uus sstcation demonstrate the pnnapie of dioushing rarpinal producunty®
As Sharon saded more boys, Whewr 383:Lonal procucton Arst uTresed because X Lok twe of em to
operate the large maw After that >Ye value of added Do)+ werk down becsuse Lhey had Bmted tools =

3. Why couldn't four boys cut any more wood than the three?
The fourth boy had no taols to use

4 What muzbt Sharon have done to incTease the value of the fourth boy?
She cousd have  *hased another stw.

5 Il&uwmm:kmddnlm!ywmd-wdl-«k.hwmyboyubeddthehn!_z

6 How does Uus example demonstrate the {act that the demand for ladoe 18 & denved Semand?
The demand for th boys 1 dertved from Sharon’s abdity 1o sell wood In the product market.

T 1denufy an example o - of the four factors of producty in this story
Land e fallen trees

tha beys® efforws,
Capeal e saw and the axe

Ectreprencurshry

Sharons decusion to have the wood cvt and tosell

{eaptaly to use.
(Contrwuad)
? roms Masar ¢ JamGrrde Kcomomot and b Toacting Strainyree € Jauck Counc om Econsense Educs-
ten, New York, MY
(34 "
Name Apex Golf Balls Financial Data
iTY 63
ACTIViTY o
Visken pery  pecdey conts wigee cont profx
. .
Comprehension quiz, T4 s 100 sew sa srmw
s 16 0 a0 430 1M e 200 10
. lessom T TR T - R PY S 250 0™
Answ et the folowang by placng the Jetter of the cormet defirutoon 1 the Blank i froes of each Lerm, i3 4500 180 1820 0 2700 210
2,10
" 490 4500 1950 89 250
Term Definition s 2070
c , - . o
vy denrved demand A e price & Arra charges for its prrducts ‘ 0 e hid g
£ Lmes the parnder sobd
2. dumnading margwal productvty B 2ungs waed Lo prodoce cther £0000 and 7 Plan e toa) profit cobumn by subtracting the amount i easch Letal cost column from the conrespondng
] 3 o 2ervICS Amvmsr i the sales pet day column. The 73 one has Leen done 30 an example
A C a wlkngnees 1o prrchase a factor of produe- OWNER QUESTIONS
4t e tos that depends 0o & frm’s abadxy to sell
T e nhm oo A Why does th sumber of sdditional products produced Leeo Eung down s we hure more workers?
the difference between the amount 3 The An bought hnes 0 84ded workers Mg lese and ohbequet peoduced
1) . takes m when % sels K3 product and the {.mwk."m Torken feustodo.c . ey

PART X

amoust K spends te make the product
E. asm0re workers are hired. o pount s resched

sradler amounts of sditonal production
F the amount spent by o 4rm 1o be able to
oller goods for sede

Resd e story below and angwer the folloming questons.
The A~g Golf Badl Co. has had o £90d year [t Das been abte Lo sell 20 muny balls

for 31 sech a4 X coald menalacture

Te rake golf bals, the 7o mast Poy tor labor s § 40 pet bl for other expenach.
At the otart of the year. the COTPEny enployed 10 workers who were paxd 360
day wnckoding all frongs benefita, Duning the year more workers were Nred. one at
2 txne, wntl there were 15 workers. The company dada buy any more machimes

26 make balle.

The ewners puihered eats adout what happened and orparized 1t i the toble betow,
They tried 1o analnie the informaton but sren sure what it meana. They have
siked you Lo stody their cats 154 anawer the Guestons that (Dow.

1Comtianad}

g‘ulemaa.‘mulum. Tontheng Siratagurs € Just Councl sa Econcwee Educe-

New Tock, NY

Ed

How muny workers should have been dured?

Edther 13 o 14 (The value sdded by the 14th worker 8 equal 1o the st of Jinng that worker, When we
hured the T4th workers we added 360 per day 1o our 'vige cost, and oUMer costs Tose by $40 &t the same
tme But our sales rose by $100. whach was enough 10 cover the additwnal product.on costs The 1A
worker would add 1nolher 380 10 our toka) wage cork, Dus Asles wouid nise by only 250 )

2
10. What 16 the m08t prodt that coudd be en. St e day® __._.‘."w

We expect the tust of sur rew snsterials 1o £0 Gp t0 5 50 per bad What should we do 1o pres.  our profit
rurgn?

Answers wid eary. Stadents could Sugren ah Increase n price of e purthase of new, 37 effictert
rractmes.,
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- LESSON 17

Entrepreneurs
and governwment 1ntervention

TIME REQUIRED:
Two Class Perieds

CONCE®RPTS:

Role of Government
Government Intervention

Cost of Government Regulation
Externalities

Laissez-faire

Minimum Wage

INSTRUCTIONAL OBJECTIVES:
Students will:

® Give examples of how governme. rvention can
add to or sukbtract from the profits of a smal} business

¢ Identify several examples of government interven-
tion that are intended to protect the public’s intererts
out may add to the cost of a small business

e State reasons for government intervention

e Given a description of the positive and negative ef-
fects of an entrepreneurial enterprise on the sur-
rounding cominunity, evaluate the options for gov-
ernment intervention, decide what action the
government should take, and justify its decision

RATIONALE:

All firms exist within the context of society and its gov-
ernmental system. Business activity certainly can con-
tribute to the goals of society. On the other hand, the
interests of society sometimes can conflict with those of
individual entrepreneurs and businesses. Goverr..nent

74

is and can be used to encourage certain business activi-
ties and to discourage others. Accordingly, the govern-
mentally imposed or provided incentives or disincen-
tives affect the small business. The individuals running
businesses must recognize that they are not islands unto
themselves. One player that affects the small business
is the government.

MATERIALS:
o Activity64 “Effer.sof government onthe entrepre-

neurial enterprise”

e Activity 65 “Batesville”

o Activity 66 Comprehension quiz, lesson 17

VGCABULARY:

Externalities costs or benefits associated with
the production or consumption of
a product that “spill over” to
third par .2s (people other than
the direct producers and con-

sumers of the product)

Negative
Externalities

spillover costs associated with
the production or consumption of
a product; negative side effects
that result when the production
or consumption of a good or ser-
vice affects the welfare of people
who are not directly involved in
the inarket exchange. (Pollution
isan examnle of 2 negative exter-
nality.)

Positive
Externalities

spillover benefits associawed with
the production or con..xmption of




Laissez-faire

Minimum Wage

a product; the positive side ef-
fects that result when the pro-
duction or consumption of a good
or service affects the welfare of
peopie who are not directly in-
volved in the market exchange.
(Home improvement work that
improves the appe. rance of the
neighborhoed is an example of a
positive externality.)

literally translated as “let them
do,” “let (people) do (as they
please},” or “let alore.” Laissez-
faire is rooted in a belief that the
market mechanism in a free en-
terprise competitive economy
coordinates production and dis-
tributes income in a self-ad-
justing manner that tends to-
ward full employment without
government intervention

a term that refers to various le-
gal restrictions on the lowest
wage rate payable by employers
to workers

PROCEDURES:

1

60

Announce this activity several days before you
intend to teach it. Assign each student to ask one
person who is in business to describe one specific
governmental act that affects the business they
run and «0 plain their opinion of that act. It can
be some type of regulation by which they must
abide. Or it could be some type of program funded
by the government that helped them. Students
should briefly write down what they learn and
bring it to class.

Have students list and describe the types of gov-
ernmental actions mentioned by the owners of
small businesses. Regulations will probably be
more frequently mentioned than the direct benefits
by government. Many entrepreneurs believe there
is entirely too much governmental regulation.
They think we should have much more laissez-
faire, which means less governmental inter-
vention.

Distribute copies of Activity 64. Have students
complete the worksheet ind:vidually, in groups,

:3:.

or together as a class. The situations given are
governmental actions that encourage and discour-
age activities by the owner of a small business. It
also asks students to list the effectc of each action

. the small business owner. It is important to
pring out why government wants small businesses
to flourish. Also, it should be emphasized that ef-
forts by entrepreneurs to earn profits need to be
limited to activities consistent with the general
welfare of society.

Optional. Distribute copies of Activity 65. In this
situation, students can explore the pros and cons
of economic growth for a small community. It pro-
vides an analysis of the incentives and disincen-
tives that could be implemented by a local govern-
ment to encourage or discourage a firm to ezablish
operations in the community.

This case provides a good opportunity to explore
the economic concept of negative externality and
the role of government in dealing with negative
externalities. A negative externality is a cost of
producing a product that is borne by those who are
neither the producers nor the consumers of the
product. In this situation, the air will be more
polluted by the presence of the fertilizer company.
This pollution will probably cause increased costs
for many in the town who do not work at that plant.
In other words, they suffer costs because of the
product even though they are not producers or
consumers of the product. Government policy ~an
be used to have more of the total cost of the produc-
tion process borne by the producers and consum-
ers. In this situation, the local government may
require a certain level of air purity emanating from
the stacks of the firm. In order to meet that re-
quirement, the firm will probably need to install
some new equipment to clear the smoke, embers,
ash, and other pollutants before they are emitted.
New equipment means more costs. These in-
creased costs are ultimately paid by the consumers
of the output (fertilizer) through higher prices or
by the producer who has lower profits because of
increased costs. Government, through regula-
tions, forces the consumers and producers to pay
more of the full costs of producing the item.

EVALUATICN:

Have the students complete Activity 66 individually, or
have them work in pairs or small groups to answer the
questions.

~3
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ACTIVITY 64
Effects of governmen.
on the entrepreneurial enterprise

INSTRUCTIONS
Imagme that the followiag statemens are headlines of articles. Each of them relstes to goverrenentsl intervention
in the marketplace, especially for the snall Lutiness owner. For each headline. ndicats the fobowing:

& Wiy the governrwent Mas wntervened

b What effect the mtervention has on the owners of sznall businesses who are affectad by the sctivn

1. Restacrants closed by pubbe heakth inapactor becsuse of cheanhness violatsnng
g for Preects froen food pouorung.

Effocts on szmall tv

Owners of restaurants will auiYer bonnes because of chosure Additionsl costs will be incurres by owners
for REAUNK theur restaursrts cleaned op,

2. Governeaet prograza provides free sdvice 10 entreprenenrs
Resxcring for tntarvention

Government wiants small businesses to start and prospers this would result in the crestion of new jods,
the generation of Income. and provide s new source of tax revenue

Effacts on small
Hopetully, the advice will encourage people 10 initiste Bew and successful ventures of will provde

alresdy establshed firms With idesa that can riake them more effective and efSaent. [f thas 1 ¢ free
service, the only cont 10 the 2mall buninens ONIT I8 Mg OF Dot tune

{Contmusd)

From Master Curncutum Gusds, Economucs snd Entroperaoursip, Losching Stratagvee © Joint Counct ou Koonsmmic Edwes
tion, New Yok, NY,

L

3. Minknen wagy Lxressed—ifTocts maay ares smal busiosesess
Rsascaing for it arveation

Government does DOt want workers £0 be taken advantage of. L8 , pasd o ™age 08 wiich thay cannct
e,
Effocts on sall
“This can tcTease the costs for the small business becsuse of having to pay neressed labor costs. This

ey Cut into Profit mArmng 1f costs sre HX Peased 0N to consumers throagn Augher Dricss. Some jobe
mav de ebnunated if the ncreased wages sre deemed too Righ (or the 100 services perforryed.

4 Inexpensive courses in xeasl] business mansgvcaent funded by the gevernment

Reasoning for inte -estion
Improve the atabties a5d performance of manigers owners snd ecapioyees o0 that Arms cin be awre
economxr  efficuent and profitable,

Effetsr 3

eonre  sove worthwhde, the proditabllty and econtenie headth of snall businesses in tha geographical
Are8 COued LEPIOYe, Therrby maistainng Jods and encouriang the economue branh of Telated busihasses

% Aron 2o tratall new equipment to mske work aress sefer

Ressorcag (or intarvection
Avod s0dents 10 the workplace, assust workers 1n having s saler place to work.

Effects on szmall
Tncressed cost for makung goods OF aervices bacause of having {0 install new equipenent.

€ Ares frm fined by government for uirg mislesding advertising

Roascring for tnterveetics
To promoce far business DISCLICes 90 That the corsumer 18 nct deceived ard competitors ¢an be aseursd
of 8 tevel plavinyg feld in e marnetplace

Effects ca roull
The Duniness that was fined has sdditioand costs The fim By 800 lose business becsuse of sdverse

pubbaty Other small businenses, WA 57 competitors, Would benefit becsuse of & farer. more squitable
rarket,

{Contmued)

T, *sased on the previons nstances of Eovermomot otervention, cocapkees the following watament.
Government, affocts a2l businesses tn & axzaber of ways. Soeme activithos, Sl 88 e
e (o0 colleT® courses and frevadvice | encorcew cznall buaivees davelopiriet. 1 thess sctivities
are a0tesetul, 2 direct conts of these activities 1o the rirm are less thaa the tncrseaed profability that n xite.
In other tnatancas, governenent contribates to the cost of doing bus/~ees. Exssaples inciode

L proving work sreas foF empicyees. meeting requiations and paying higher wafes becsuse of punimum
wils

Generally. these forme of interventson are messt to protect of s 3 particular grocp who works for
oF buys goode 8nd services froen azaall Dusinesses.

8. Maay entreprenccrs bedeve there are too many repulations simed a2 small business. They betiave w9 shovid
have more of & lasees-faze sconoeny, Why do you thank thus behef is beld vy many eptrepreneara?

Cenerally. the requtations ere s anssnce for the 0 urpk Also 17 generaly
feedn o higher cost for producing £oods and services Higher costs many times mesn higbet prices for the
output of the Arm. This, tn tum, ¢an make s small business leas compelitive In & merket, especaly f
compettors a2e kcated N slates O countnes Whare there if less gorernimental nten ention and
Productson costs W less.

Q

ERIC

Aruitoxt provided by Eic:

ACTIVITY 65
Batesville

INSTRUCTIONS
Read the story and andwer the questions delow.,

Bateawille s & rural town m the Midwest with 2 kigh

many of the people who Sver; in Bateaville have moved
sway. Nearly everyone fee’a poor and deprossed.
Last week some industnabets from Chicago camme to

fertibzar a the buldding the chair business d

possl, Sorne even suggested to the town Jeaders that
reduced propesty taxes should be (ITea L the frm for
the frst 16 years to make sure that it moves to Bates-
v, Others were a bit zore skeqtical, They were con-
cerned about the elfect that feriliser production would
Dave om the quakty of thelr air and water. Reeldents
wih boctes kocazed close to the formar chalr factory

er d about their property vlues f the fertS-

They seid rebuildng the plect would Fequire aatavest-  izar frm woved i

f2en¢ of #ver $30.000.000 and employ 120 pecple. When A Thed to & 3 ™

the factory Saally goes into production, it would create  various polnts were prescated.

45 full-time fobs and pat sbout $1,300.000 into the local Plesos clarily rarious viewpolnts by snaworing t~3
(ollowing questions.

€ConcEny every year,
At 8ot slencet everyonc was happy with the pre-
1 One porson incicated thera are Lremendous bezefts to a3mos: evaryone ia Batesvile. Therefore, the town shocld
provide this reduction of property taxss (r order to encoursge the £rmu to kate their oparstion b Batecvile.
& Ia what ways would the entire Lowr benefit if the frms moved into Bateevile?
Moce joba, both lnnlally and 1n the long M, mean mome income t the commurity. The incressed tacome

San CTeats mOre prospenty for downtown stores Grealer ANCOMe can Also meas MOre LAX revenues which
ean go tow and Unproving schools, pars, roads, and cther pabbe services.

b, Wiy fs the property tax reduction 8 way to get almost averyons in the eomosanity contrituting (o the
fncentive for the &rma?

Alroet everyone directly of indirectl* pays (e property tax. The property owner directly pays I* » tax,
The renters Doy the tax through thei® restal Payments. When a Wz reduction o iven, almost svaryooe
suffers becsuns fewer public £00ds and services can be produced due 1o less Lax revencs 1f the amcount
of the reductim 14 1o be regauned for the public colfers. he taxes for others rst be Incrossed.

{Continunl)
Gund oL A, Fonching Stratagus O it Coarcé oa Zooc amie Lduce-

Froct, Mester Curmonts
tion, New Yok, NY,
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2 A presester also mentions that scee of the atizens brought up concerna that focus on additional voets 10 the 3 A B lead
rendents because

of tw presence of the pew fertilzer plant. Eaplan what thus means in relstonshap o Uus situation,
-, Tax reduction Ceans & VI T cost thal, 1A LSIT, Mmatna 0TS prandie Proats for Uhe entreproneus.
& What sddrtional costs are genirated to all resadents of Bateanille if the plunt creates conndersble mr and Frooment 1 Aer out polution and measures Lo please 140rdy Property ewners increass costs, which
water poliution? Suuld lowet Drofita unless the SAARIONA" €0STS €4R e Padesd 00 10 the consumer Ll auch costs are

wadered Wo high by the neut, be or she might look Ners for & aile,
More redical Bt because of sichness. pouaibly shorter hfe apans fof ressdests Kour.a and cars need 1o by the entrepre o tlrew .
e painted mors frequenty becsuse of ar polivtants

4. Frooa what you have resd. 60 you tunk the plant snould be convertad te produce fertitizer th BatesviDe? Explua
YOUP srawer,
Answers will vary,

>

b What additional costs are generated Lo the readents of homes close 1o the ¢M chatr factory | Lbe fertidzer
batiness moves into Batesnlle!

mmmyvmdu.mM\m«v\upmuyndaunupeemnlmm'mmmmﬂam
Poldution and hes & conssderadle amount of traffic a that are:

¢ How can government alleviate those concernal .

Water and a.r polhvtaoh: set »tandards for the maxiram amouns of poluton that will be stiowed The
Ara would have 1o Lutall €Quapmrent te eyt down gn U amours of dirharge. This equipment costs
ey If the equIpment couls are deemed 200 high, the Arm may dede Lo relocats elsawbere Land
AMProvement: the Arm Ay be required 1o put up fenaang and or make scze landacs xXng improvements
the ares where the plant 1 kocsted 50 that proderty vakure 4o Rt drop

{Comtivuad)

ACTIVITY 65
Comprehension quiz,
Togson 17

ANSW IR THE QUESTIONS BALOW:
1. Nasme faree ways 1 which governmen’ can decrecas the coets of & smal) busisess and provide reesons why
mu et would provide these benefits. Anlvmv\!vw.mwnnikhdt
TAVING real Selale LAX Diveka for estabdelung 00¢ & bosioess Th & certiun AT 1a the community, This,
A tarn, decreases Lhe amount of taxes thet wouwld ordinanly be paid by the emall bussess.

b. Providing guarsntess for Joans, such as through the SBA. for small bunsesses Generslly. small
Dusiness people $eCunng one of these loana pay leas terest than thes would have 1o pay wnthout the
guarantee, ThL. ta tark, means the businesses save on interest charges.

¢ Froviding courses a$ bttle or po caarge 1o the smnall business person egher a$ & pubbe school of
through 8 pubbe agency The hope io 10 mprove the effectiveneas of the sl business person 86 82
10 PRprove saies andOf & ranse costs.

Name three instances 1 which povernment can increass the eraty of & small business and provide ressons whr
mnmnt-numw«mmhw-ﬂ«t Answers will vary. Three vistances and L ressons inclode
Meeung naw governmentsl safety requiressents in the worlarng aress of s small bunnces may mesn
20me gtructunal changes ta the working environment, This will mean Core ¢0s.s In e ¢hort run for
mmmwmm‘ovmmwnmmmhwrwmm-mr

from accadents,

b Rmn«wmkrmwmeﬂudbymmu For example. resiaurants
st mantain s certan degree of s22tstion or they will be clowed down. Reguwations sre pnmanly to
Protect the consuer. Such reguls Jons 8dd 1o costs becatss time and offert are expended L koep
the ktchen and serning areas a¢ “he required clesnbness Jevel.

¢ Ruse the munumum wage o6 workers. Many smal] businesses pay the mammeam wage, It is debatable
ruung te mnmum wage 1w sctually that beneficusl Lo workers tant the argument given for raaeang
% to allow workers 8 “hving wage.” Such action can indeed ruse the costs for small busnesses.

3. Sometimes Uhe interests of the amal businees owner conuet with the interests of others m the sooety, soch 1s Lbe
consuzser, Lbe wage sarmer, o Lbe general alaen. ” rovide thres examples showing bow thus prnciple (a true.

& Wage earner wants 8 saler wocker enmironment; szmall business person warts U keep 1.8 of her costs
down a2 low 84 posnble in order Lo mavimize peofits.

b, Connumers want s kot of information fiven for them on the producta that are 1o be 50, pr ttng all of
that [nforma,6 on the package costs Ume and money, leading Lo thore conts whuch Ky sean fewer
Sales for the sonall business person.,

¢. Furs that creates o consadersble tratiic Bow may very mwach hke s partacalar boestion bn o small town,
sralf town may ot want sl) that tralfic. Many moved sway o the omall town Lo gvt awiy frors

[

trafie congeston.

4 New businaes devek ns Kas many od: 2ach a8 more ncome in Lhe consountty, more
X revence, and more jobs. Thers can a0 be 8 DPESUYE 825¢ for new busness development. Nazve 3¢ hrast
three dsadvantages thal may be preeent 1t naw business development.

Duad: inc’ude tore M0re Crime, Iore ur pollition, more wear and Lar on hghways
ard oher publac services

Frovs Master Co dum Curde, L. - 9. Tooching Stratopret © Joiek Cosacil on Loonomiz Ldues-

um,‘Nr‘v“ﬂd.Nr. -

"
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INTRODUCTION
To teach effectively the sample lessons described in this
Master Curriculum Guide, the teacher must employ
some of the same attributes that he or she would attempt
to instill in the students. In other words, the teacher is
to practice enterprising teaching. To be an enterprising
teacher, one teaches in a manner that demonstrates
the key em.repreneurial skills and attributes so that a
teacheris in a position to lead by exampleand, in varying
degrees, to serve as an entrepreneurial role model and
mentor for students.

In this seetior,, we will provide a rationale for <nter-
prising teaching, describe the enterprising teacher by
outlining th.e seven roles that the teacher performs, and
conclude with some teaching suggestions for use in the
classroom.

RATIONALE FOR ENTERPRISING TEACHING
Entrepreneurs are not burn from information. One can-
not just place some quantity of print material in the
hands of an individual and expect that to be a motivator
for entrepreneurial initiative. Similarly, one cannot sim-
ply communicate information about entrepreneurship
and expect that to impa.t the spirit of entreprencurship,
thus prorapting the learner to pursue an entrepreneurial
career path. Er.trepreneurship is a dynamic process and
is born of action and initiative as well as knowledge and
awareness.

Therefore, if a teacher wants merely to provide in-
struction about entrepreneurship, then he or she can
provide information to students utilizing traditional
methods and resources.

However, the goal of the program is to encourage
enterprising initiative and endeavors, so it will be ad-
vantageous, if not actually necessary, to teach in an
enterprising way. £nterprising initiative results from
the accumulation of knowledge, attitudes, and skills that

THE ENTERPRISING
TEACHER

both prompt and prepare one to crea:e, launch, and
operate new ventures. Unless students are screened
and selected for such a program based on character and
skill profiles, changes in attitude and behavior will be as
important as increases in knowledge.

Key areas will have to be addressed in terms of stu-
dents’ requisite attributes and skilis for entrepreneur-
ship, such as improved self-confidence, perseverance,
commitment, goal orientation, desire for accomplish-
ment, creativity, willingness to take initiative, willing-
ness to accept risk, and so on. Thus the classroom will
have to become an environment in which these attri-
butes are emphasized, encouraged, and demonstrated,
aud the leadership provided by the teacher will be all-
important.

Students will need to be motivated, inspired, encour-
aged, assisted, and directed. Their willingness to assess
and explore their own entrepreneurial potential will be
more a product of their learning environment than their
accumulated knowledge.

Other people may ssist the teacher in achieving
these outcomes. Guests may be brought into the class
to vary the presentation to students. But the teacher
will be the primary resident role model and be the major
influencing resource. If the teacher can exemplify the
characteristics and skills of entrepreneurship on a regu-
lar basis; then the propensity for students to behave in
an enterprising manner should be significantly en-
hanced.

Thisis not to say that ateacher who teaches entrepre-
neurship in a nonentrepreneurial way dooms his or her
students to a nonentrepreneurial future. Other mitigat-
ing circumstar.ces may well intervene. But the likelihood
of success—developing entrepreneurial characteristics,
attitudes, and skills in students and promoting entrepre-
neurial initiative—will be much greater if the teacher
represents a personification of entrepreneurship in the




approach taken to tasks, problems, and opportunities.

The adage “He who can, does; he who cannot,
teaches” (George Bernard Shaw, Man and Superman)
cannot be held over the heads of educators. Teachers,
as well as anyone, can be enterprising in their approach
to their tasks, problems, and lives. Teaching in an enter-
prising way is not an unfair expectation of one who
is teaching entrepreneurship. Leading by example is
inspirational azd motivational. Teaching by example will
be a requisite for effective teachers in the entrepreneur-
ship education classroom.

THE ENTERPRISING TEACHER

The teacher plays the primary role in the classroum.
The teacher, among other things:

* provides instruction

® creates the learning environment

¢ motivates

¢ evaluates

® se.ves as  role model and possible mentor

Entrepreneurship education, particularly at vae pre-
college level, is formative in nature. It aims to promote
the development of characteristics, attitudes, and skills
that are relevant to entrepreneurial initiative. There-
fore, even though many educators may not have busi-
ness experience, most are well skilled in procedures to
build and affect attitudes in the classroom.

Entrepreneurs are a product of many things, the least
of which is probably genetics. Entrepreneurs are a prod-
uct of their environment. home, school, sucial, and work.
The more encouragement these environments provide

o enterprising behavior, the greater the likelihvod that
a young person wiil develop an interest in, and prupen
sity for, entrepreneurship.

It is imporcant to note that entrepreneurship educa-
tion programs have goals other than creating entrepre-
neurs. Entrepreneurship education can develop atti-
tudes and skills, and an overall approach to life and
endeavors that can be important and useful to students
regardless of their chosen career.

Entrepreneurship is more an approach to doing
things than it is the specific undertaking of a particular
kind of endeavor. In that regard, *he skills and charac-
teristics of entrepreneurship can be applied as effec-
tively to teaching as tl:iey can to any other kind of activ-
ity. If such application is made effectively by the
teacher, this can not only nelp in the development of
enterprising skills and at:ributes in students, but it can
also provide a clear demonstration of how entrepreneur-
ship can be applied to nonbusiness ventures.
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The teacher provides the leadership in the entrepre-
neurship education ciassroom and is one of the orimary
architects of the education environment. To provide an
effective program in entrepreneurship will involve niuch
more than teaching about entrepreneurship. To change
and develop attitudes require more than a knowledge-
based course of instruction. The course content is just
one part of the program. The educator will need to
establish a broad focus for the planning of an entrepre-
neurship education program to make it effective.

Let us examine the various dimensicns that are in-
volved in functioning as an enterprising educator in an
entreprenenrship educaticn classroom. Below we dis-
cuss the seven roles for the teacher and provide brief
examples of how that role can be performed in an entre-
preneuriai manner.

1. The teacher as innovator and achiever. Entre-
preneurs are agents of change. They find new and inno-
vative ways to address needs and wants and to overcome
problems. Therefore, entrepreneurship education
should help to promote and encourage innovation and
to take an innovative approach to tasks and problem
solving.

The teacher must also be an innovator. New tech-
niques should be tried and used. Students should recog-
nize the efforts of the teacher to be innovative, tv pre-
sent material in new ways, to try new things, to take
risks, to take a fresh approach, and to bring the subject
to life in the classroom. The enterprising teacher should
face the challenge of teaching as an entrepreneur and be
prepared to identify opportunities for new approaches,
strategies, and resources. If tl.e teacher is successful in
dernonstrating to students huw he ur she has set goals
in the course, has developed a plan, and so forth, then
the teacher should alsv share accumplishments with stu-
dents. Students should see the positive feeling associ-
ated with achievement. As much as pussible, they should
be alluowed to share in the sense of accomplishment real-
ized by their classmates, the teacher, and themselves.

EXAMPLE

Bring to class the color2d comies section of the
weekend newspaper in sufficient quantity to
provide one to each student in the class. Ask
students to look at this section of the newspaper
and think of opportunities for other uses that
come to mind. Ideas may come irom the comic
strips themselves or from ways of using the
colored comics section of the paper once they
have been read. Let students think rbout it
individually and then brainstorm as a group. Be
prepared with your own ideas, such as using the
colored cumics section of the paper as wallpaper.
as “funny” fire starter. as confetti, etc.
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2. The teacher as roie model/mentor. There is con-
siderable evidence demonstrating the influence of a role
model and mentor in affecting entrepreneurial behavior.
Entrepreneurship is contagious. Fntrepreneurial peo-
ple encourage and motivate those around them.

Therefore, the enterprising educator should aim to
be a role model and, to the extent possible, a mentor
‘0 students. Teachers should try to develop their rwn
entrepreneurial characteristics and skills as much as
possible. They should embody the spirit and attitudes of
an entrepreneur in the classroom to inspire ai:d inotivate
students.

A role model is one who is observed more than con-
sulted. A mentor relationship implies more continuous
contact, dialogue, and assistance. Depending on the
number of students, the structure of the pregram, and
so forth, teachers may be more likely to serve as effec-
tive role mode's than mentors. However, to whatever
extent possible, teaches should attempt to establish
mentor relationships with students.

EXAMPLE

Identify a change that is aking place in the
school or community. Discuss t.is change with
st \dents and analyze how the change is generat-
ing opportunities. In partnership with students,
identify one or two specific oppertunities that
you, as the teacher, might be able to address
with a new idea. On your own, work with these
opportunities and identify a variety of specific
ideas to share with the class. Identify one idea
tnat seems to have potential. Discuss with stu-
dents how ou might move the idea forward. If
possible, act on this and see how far you can
carry it. Discuss with students the resistance or
barriers you encounter along the way.

3. The teacher as a change agent. Entrepreneurs
challenge the status quo. They look at the way things
are and look for ways to bring about improvements. A
teacher can do this too. An entrepreneurship educator
can look for ways to bring aoout change in the classroom,
in the school, and in the community. The teache1 can
lead by example by becoming an active agent for change
and progress. Some initiatives may involve students
from the programin school- and community-based initia-
tives. In taking on the role as a catalyst for change, not
only will the teacher sharpen entrepreneurial skills, he
or she will more clearly demonstrate the role and nature
of entrepreneurship to students.

EXAMPLE
() Identify a problem or opportunity that exists
in the school for teachers or students. Identify
and define the opportunity clearly. Establish a
goal for what you would like to realize and set
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about to bring about the change.
(ii) Examine the traditional classroom setup. In
partnership with students, attempt to establishk
an innavative classroom design more conducive
tn the spirit-of entrepreneirship.

4. The teacher as motivator. Entrepreneurs are
goai oriented. They sct goals and, if successful, achieve
a sense of personal accomnplishment. ‘That is the primary
me. ational force for entrepreneurship—the quest for
personal accomplishment and achievement.

Many students, hawever, are not goai oriented. Many
have relatively low self-esteem and self-confidence.
Many have relatively low expectations about their own
abilities. The teacher can challenge such perceptions.
The teacher can abandon his or her own previous percep-
tions of a student’s potential and encourage the student
to aspire to more.

Educators can further assist in this area by making
their own guals clear to students. Let students see that
there are goals set, ambitions in place, and horvs and
drecme that help to pull one forward. The educator is in
an oppot tune position to motivate students, to encour-
age their self-confidence, to elevate their self-esteem,
to encourage their consideration of new options, to set
goals, and to establish h~pes and dreams that they can
aim to realize.

EXAMPLE

Ask cach student to identify three entrepre-
neurial opportunities. Have each student write
out his or her opportunities and submit them
in writing. Meet briefly with each student and
discuss the student’s suggestions. Acknowledge
the msightful suggestions and encourage the
student to cousider investigating one of them
further. If suggestions are not effective, discuss
this with the student and challenge him or her
to come up with other possible opportunities
until a suitable one is found. Reinforce each stu-
dent’s efforts by building a list of identified op-
portnnities on a wall board with the student’s
name beside his or her opportunity. Provide
writing space beside each opportunity for othars
to write their comments and thoughts. After
two weeks, and after the student has had a
chance to rc..cct on the opportunity and review
comments, have each student revise and refine
his ar her opportunity.

Gather the refined opportunities together
and, using a computer and printer, produce a
class newsletter. paper called “Opportunities for
Entrepreneurship” in which each student pre-
sents a write-up of his or her perceived opportu-
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nity. Circulate this among the school and the
community.

Specific constructive feedback from the
teacher, and seeing cne’s name in prini, can
contribute a motivauing, confidence-building in-
fluenze.

5. The teacher as evaluator. Entrepren. -urs crave
feedback. They are motivated by a giest {a personal
accomplishment so they are aiways seeking evidence of
progress. Feedback from those who are observing and
judgingis vital. But such feedback must be constructive,
insightful and, as much as possible, unscheduled and no
part of a routire.

But even more than providing evaluation and 1eed-
back, the enterprising educator will need to employ in-
novative approaches to evaluation. Utilizing tests and
exams to assess know!edge alone is not acceptable. Left-
orain, linear thinking and learning arc important and
will need to be ssessed but right-brai» development is
also important.

Creativity, intuition, and so on, wi. .eed to be as-
sessed and acknowledged. Changes in attitudes, charac
teristics, and skills will have to be weighted at least
as heavily as cognitive development. Therefore, new
assessinent instruments will need to be used and devel-
oped. Techniques such as self- and peer evaluation will
have to be utilized. And credit will have to be possitle
for “filed” attempts and initiatives that, at the same
time. Jdemonstrated the skills and approaches of entre-
preneurship. After all, most entrepreneurs are “wrong”
a few times before they are “right” as they look for new
and innovative ways.

EXAMPLE

Use a varied assortment of evaluation strat .-
gies, including:

¢ self-evaluation

® peer evaluation

* gr)up evaluation

e evaluation of decision making
¢ evaluation of creative thinking
¢ cvaluation of goal achievement
¢ performance appraisal forms

¢ failure analysis ~ssessmen

¢ personal interviews

e attitude surveys

¢ written assignments

* cral presentations

¢ projects

¢ venture plan assessments
¢ other

6. The teacher as planner. One of the most impor-
tant skills for an entrepreneur is to be asle to nlan
effectively. The effective enterprising teacher wil not
only teach students how to plan effectively, but he or
she will also demonstrate the skills of effective planning.
The classroom, lessons, field trips, and so on, can be
planned in such a wzy so that students can clearly see
the methods and benefits of efiective planning. The en-
trepreneurial teacher should involve the stud. .sin var-
ious aspects of planning tne program.

EXAMPLE

Present a detailed plan for the program to stu-
dents 1t the beginning of the course. Clearly
state the opportunities that you ha ve identified
for the coarse. Indicaie gouls, vbjectives, re-
sources required, assessient points, contin-
gency plans, possible problems, etc Demon-
strate how a well-orgamzed plan can be
implemented and how it can be designed to fore-
see possible problems.
Share a detailed lesson plan with = _:dents.

1. Theteacher and failure. A distinzuishing feature
of many entrepreneurs is their at...ude toward failure.
Most entrepreneurs experience une .. more failures be-
fore they succeed. But they look upon failures as learn-
ing experiences and stepping stones to iuture success.

Most teachers will also experience faihwes, For in-
stance, a new technique won’t work; a new resource
doesn’t do its job. The more innovative ** e teacher is in
the classroom, the greater the likelihova of failure.

The enterprising teacher can take advantage of fail-
ures to demonstrate a positive attitude toward the fail-
ure. Share %he failure with students. Analyze what was
wrong znd whei was right. What could be done differ-
ently? How could information from the failure be used
toward a future success?

The enterprising teacher, drawing on personal expe-
rience, can do a great deal to foster amore ertrepreneur-
ial ~pproach to failure among students.
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EXAMPLE

Suggest a number of entrepreneurial opportuni-
ties to the class. Watch for responses to identify
one that they think is particularly poor. Tell
students that it is your favorite opportunity.
Make a case for why, then let students tell you
what’s wrong with it. Tell them not to be “gen-
tle” and “kind” but to “tell it like it is.” Demon-
strate how to accept criticism. Seek out more
detail from students about their eriticisms. Push
them to be specific. Demonstrate baw informa-
tion can be gained from criticism and ifrom a
“failed” idea. Try to generate a good opportu-
nity from this bad one based on their feedback.

You will note that many of the zbove suggestions
involve being relatively open with your students. T..is
is consistent with one of the primaxy prerequisites for
an entrepreneurship education classroom: there must
be an atmosphere of trust. The relationship between
teacher and student is very important. Teachers must
develop an atmosphere of trust in the classroom in which
students trust the teacher and the teacher trusts the
students. This is one of tne cha..enges for the entrepre-
neurial teacher but it is vitally important if confidence
is to be established and initiative encouraged.

APPLYING ENTERPRISING TEACHER
CONCEPTS TO A LE'SSON PLAN

The sample lessons presented in this Master Curricu-
lum Guide are only general outlines for an enterprising
teacher. They lay out the key components of classroom
presentations and recommend instructional methods.
However, the teacher should not feel bound by these
recommendations but should demonstrate flexibility in
adoruing and adapting the lessons to the students in his
or her classroom.

Let us take Lesson 6 and briefly reflect on some alter-
native. or supplements to the lesson. One.of the most
important economic concepts is the interdependency of
the economic units within an economy. Circular flow is
agood model to demonstrate this. The teacher may want
to bring a set of dominoes to class and stand them ona
desk so that, once the class is present, tapping the first
domino will cause the sequence in which one domino
topples the next, resulting in a chain reaction, or the
domino theory. What t"is demonstrates is that a deci-
sion by one economic entity can have an effect on other
entities in various ways so thut each decision by a con-
sumer or producer will affect myriad other producers
and consumers.

Another idea to build on the circular flow concept is
that economies are dynamic entities and are alwaysina
state of change. Let's conjure up an illustration. Ask the
students how many are currently working. Ask those
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students who are working whether they are consumers
or producers. We would hope they would respond that
they are botit. Then ask one student to share with the
class how he or she earns and spends the money and
how the process of earning and spending acts on other
people, either in creating sales positions or in creating
new manufacturing jobs.

The question is: What is the role of the entrepreneur
in all of this? Ask the students where they think the
entrepreneur fits. A consumer? A producer? What ‘unc-
tions might the entrepreneur perform that would create
either new products or new methods of disseminating
products? What the students should be led to realize
through their own discussions is that entrepreneurs are
one of the dynamic factors in the economy and that,
through their invention or innovation, they create new
businesses, produce new products, create new jobs, and
enhance the well-being of both consumers and producers
through the circular flow process.

SUMMARY AND CONCLUSIONS

The teacher can Le the architect of an effective learning
environment for entrepreneurship as well as serving as
an effective role model by embodying and demonstrating
entrepreneurial characteristics, attitudes, and skills.
The educator, in developing an effective entrepreneur-
ship education program, will have to keep a number of
things in :nind, including:

¢ course content
¢ the learning environment

e the delivery system, including strategies and tech-
niques

¢ methods of evaluation
® resource selection
¢ community linkages

The enterprising educator may have t> overcome bar-
riers and resistance to new techniques, strategies, activ-
ities, and so on. His or her perseverance, commitment,
and creativity may be called upon to overcome such
resistance that may flow from those comfortable with
tradition and established practice. The enterprising edu-
cator will need an effective support network extending
throughout the school and into the community. And the
teacher will have to take an enterprising approach in
the classroom.

To conclude *hese thoughts on the enterprising
teacher, consider the following suggestions for your en-
trepreneurship education program:
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Minimize use of resources or teaching techniques that
focus on right answers; a single right answer should
not be sought or expected.

The entrepreneurship education program should be
highly participatory with a hands-on focus. It shculd
be activity based.

The entrepreneurship education program should be
goal/achievement oriented.

The entrepreneurship education program should en-
able short-term accomplishments by students.

The entrepreneurship education program should
have a community integration focus.

In an entrepreneurship education pregram, o variety
of approaches and teaching styles should be utilized.

An entrepreneurship education program should have
elements that surprise the student and present the

unexpected as well as provide opportunities for . n
and excitement.

An entrepreneurship education program should pro-
vide a broad focus for entrepreneurial ventures and
initiatives, not just small busirass start-ups.

An entrepreneurship education program should pro-
vide students with frequent and unanticipated
feedback.

An entrepreneurship educaticn program should en-
tail approaches and activities that seek to build self-
confidence in the student.

The methods and resources used in an entrepreneur-
ship education program should enable and encourage
group/team activities.

An entrepreneurship education program should focus
on the positive ways to handle and learn from failure.
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ACTIVITY 1 - PART A

Entrepreneurs—then and now
Bewjamin Fronkln

1706-1790

Benjamin Franklin was one of 17 children of a poor but
honest candlemaker in Boston. There was not enough
money to allow him to go to school so he became an
apprentice printer o his brother. This was an unhappy
relationship because, like many brothers, they agreed
on 'ittle and did not work well together. While a teen-
ager, Franilinran away and eventually went to England
where he perfected his skills as a printer.

He returned to the Un:ced States and was recognized
as vne of the most skilled printers in the colonies. He
moved to Philadelphia in the late 1720s. He found it was
difficult to become established as a printer in Philadelphia
because there was a large number of other printers al-
ready in business. The only way he could succeed was to
doit better. He started a new newspaper, The Pennsyl-
vania Gazette. What made his paper a su. “ess was that it
included many entertaining and clever sayings, aswell as
being written in a light and sometir.es comical fashion.

But by far Franklin's most prof.tolle onterprise was
Poor Richard's Almanack, which he poblished annually
between 1732 and 1757. What made Poor Richard’s Al-
manack unique was that it was “a book for every mem-
ber of the family."” It inc” 1ded recipes, poetry, historical
dates, maps, and the t._.ies of the court sessions. For
parents, the almanac was arranged so that they could

<3 )

use it to teach their children the alphabet and how to
read. The sales of Poor Richard's Almanack ultimately
reached 10,000 copies a year—second only to the Bibk
in the colonies.

Franklin was also the first person to believe in news-
pu.ger advertising. He recognized that the price of news-
papers to the public couid be kept down if part of the
cost was picked up by adverusers. But he could not
convince other businesses to advertise in his newspaper.
So he began by advertisiiy an inention of his own, the
Franklin stove. The stove was an ingenious device that
was a superior way of heating cold and drafty colonial
homes. Sales of his stove boomed due to advertising.

Other colonial merchants began to advertise, too. In
addition to being a shrewd businessman, Franklin was
also a great inventor. In fact, only Thomas Edison has
more inventions to his eredit than does Benjamin Frank-
lin. He experimented with electricity. He invented bifo-
cal glasses. He devised a variety of medicines.

Franklin became one of America's greatest states-
men. He was also a great philanthropist. It was said of
him that his life containe! the unique elements that
are identified in the Amei.can business success story:
ambition, creative enterprise, self-education, research
and invention, community service, and philanthropy.

From Master Curriculum Gude, Econvmics and Entreprenewrship, Teachung Strategies € Joint Council on Economic Educa-
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ACTIVITY 1 - PART B

Entrepreneurs—then and now
Muilton Bradley

1836-1911
Milton Bradley Games

When Abraham Lincoln first grew a beard during the
1860 presidential campaign, it almost spelled financial

Jdin . or a young Massachusetts lithographer named Mil-
ton Bradley.

The owner of a Springfield print shop, Bradley had
been cashing in on the upcuming electivn by reproducing
a portrait that showed the Republican candidate with
a hairless chin. When Lincoln suddenly rendered the
likeness obsolete, Bradley was forced to destroy sevei al
hundred thousand prints. This put the lithographer <1
the razor’s edge of bankruptcy, until a friend suggested
that he try inventing a board game, which he could then

print with his idle press.

Bradley follow ed his friend’s advice and came up with
the Checkered Game of Life, a contest in which players
racked up pomts by landing on squares with words like
Truth and Honor, while avoiding ones with Ruin and
Intemperance. Peddling the game personally through-
out New York and New England, Bradley sold 45,000
copies the first year. Shortly thereafter he became the
top game manufacturer in the United Statcs, a multimil
lionaire and—undouJtedly—one of the biggest fans of
Abe Lincoln’s beard.

Source. Fueini,J. & S. Entreprencurs. Tie Men and Women Bound Fumows Brand Numes and Huw They Made It. G. K. Hall & Cu. € 1985.

Reprinted with the permission of G. K. Hall & Co., Boston.

®
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ACTIVITY 1 -PART C

Entrepreneurs — then and now
Moawurice McDonald

1902-1971

Richard McDonald

1909-
McDonald’s Harmburgers

Brothers Maurice and Richard McDonald left their New
Hampshire village of Bedford for Hollywood in 1928
with dreams of becyming actors.

It wasn't on theater marquees, how :ver, but under
the golden arches of a San Bernardino hamburger res-
taurant that the two would later see their name in lights.
After failing to make it as actors, the McDonalds ran
several businesses, including a movie theater, before
opening their hamburge: stand in 1948. Unlike similar
restaurants that prepared foud t urder, the McDonalds’
stanC served precookec, ready-to-go hamburgers for
15¢.

In 1954 their business caught the attention of Ray

Xroc (1902-1984), a former big-band pianist who was
then wourking as a sales agent for a milkshake mixer
firm. Kroc cenvinced the brothers to allow him to sell
the McDonalds' name and concept to other resta'.rant
operators.

There were some 300 McDonald's franchises by 1961,
when Xroe bought out the pbrothers (who th- . retired)
for $2.7 million.

Although this sum would seem small compared to
the company’s eventual success, the brothers remained
philosophical. “We didn't know if this was just a fad that
would peter out,” Richard McDonald recalled in 1983,
“but I b~ve no regrets.”

Svurre. Fuai, J. & S. Entreprencars. 1he Men and Women Behand Famouws Brand Names and How They Made It. G. K. Hall & Co. € 1985.
Repriated with the permission of G. K. Hall & Co., Boston.

Irom Master Curriciiwin Gude, Econvincs and Entreprencarshiy, Teachuy Stratey es € Juint Council on Economic Educa-
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ACTIVITY 1 - PART D

Entrepreneurs—then and now
Berry Gordy, Jr.

1929-

Creator of the Motoun Souna

There are very few individuals in this country, and prob-
ably around the world, who have not heard of or been
inflnenced in some way by the Motown sound. The list
of great stars is seemingly endless.

Smokey Robinson, Diana Ross, Marvin Gaye, The
Temptations, Lionel Richie, The Jackson Five, and
Stevie W: nder are only a few of these great performers
who during the 196us and 1970s put a lot of soul into
the music world and the nation. The development and
significance of the music, however, did not come alout
by accident. It was the direct result of the ambiticn and
entrepreneurial ability of one man.

Berry Gordy, Jr., was born the sev anth of eight chil-
dren in Detroit on November 26, 1929. Although he
never finished high school, Berry obtained his high
school equivalency diploma while he served inthe Army.
When he left the service, he initially worked with his
father, who was a plastering contractor. Berry then took
a Job at a Ford Motor Company plant where he made
about $80a week. Berry found the work not to his liking.
He started, with a partner, a record .:iore called the 3-

D Mart, which failed shortly thereafter. However, a
man of Berry’s aml .tion, energy, and perseverance was
not to be kept down for very long.

In1959, Berry Gordy, Jr., borrowed $806 from his fam-
ily and started a small record company. The company was
not an instant success. It was not until 1962 tLat the com-
pany as in good financial shape. In that year, Motown
had 11 Top Ten Rock and Blues hits and was firmly estab-
lished in the recc ding industry. The number of hits con-
tinued toroll cut of the studios and into the record stores
throughout the nation. There have been a number of sig-
nificant results from that initial investment of $800 L.y
Berry Gordy, Jr. The fact that it i.as made him many mil-
lionsof dollarsover the yearsisonly one. Thereisalsothe
tremendous social impact that Motown Records has had
in America. Through music the nation has developed a
greater sense of togetherness as opposed to the discrimi-
nation and conflict of the time when Berry Gordy started
the business. The gains made by many black entertainers
and other professionals would not have been possible
without the success of Motown.

From Master Curriculum Guide, Econvmics and Entrepreneurship, Tea' g Strategies € Joint Counctl un Economic Educa-
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ACTIVITY 1 - PART E

Entrepreneurs—then and now
Lawra Clough Scudder

1881-1959

Althougk aura Clough Scudder had already achieved
a place in history in 1918 as the first female attorney in
Ukiah, California, when she died in 1959 she was hailed
as the “Potato Chip Queen of the West.” During her
lifetime, Laura Scudder earned degrses in law and nurs-
ing, and built a home-grown potato cnip business into a
multimillion-dcllar empire tl.at spanned the West Coast.

In the 1920s grocery stores sold potato chips by the
pound from glass display cases. Grocers put the chiys in
paper bags when they were purchased, and by the time
the consumer arrived home, the chips were often stale
and broken. Scudder decided that she could make better
potato chips and invented a way to package them to
keep them fresh. The new method of packaging provided
the added - lvantage cf allowing customers to serve
themselves

In 1926, Scudder produced her first batch of kettle-
fried potato chips in the kitchen of her home. She began
with 200 pourds of potatoes—washed, peeled, and sliced
by hand. Later, the business was moved to a brick build-
ing that she aud her husband built next to their home.

As the sales grew, Scudder hired other women to

help. The employees took sheets of waxed paper home
at night and hand-ironed them into bags. The next day
at work, they filled the bags with fresh potato chips and
sealed each bag at the top with more ho’ ironing.

During the early years of the business, the Scudder
fz aily delivered their bags of potato chips fo stores in
the family automobile. Soon, they found they needed to
purchase a panel truck to deliver the growing number
of bags sold. Originally delivering her Mayflower Potato
Chips in southern California only, Scudder eventually
branched out to include northern Caiifornia, where gre-
cers sold her chips under the name Blue Bird Pota
“Yip Company.

By 1953 Scudder's potato ¢kip operation had out-
grown the origina’ plant and she opened a second manu-
facturing plant in Fresno, California. The business now
employed 1,000 people and accounted for about 50 per-
cent of the pctato chip market in Cali“ornia. Annual
sales climbed to $15 million. In 1957, Scudder sold her
potato chip company to Sign. Cil and Gas Company for
nearly 86 million.

Source: Adanted from “From the Ground Up, Tke Entrepreneurs Behind Horschold Names,” by Frances Huffman. Reprinted with permission

from Entrepreneur Nagazine, Irvine, CA, September 1985,

From Master Curriculy.m Giade, Economics and Entrepreneurship, Teaching Strategies © Jeint Councy ont _nomic Educa-
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ACTIVITY 1 - PART F

Entrepreneurs—then and now
Mary Anne Jackson.

19564

Juggling a career and motherhood, Mary Anne Jackson,
35, found herself devoting Sunday nights to preparing
tasty, nutritious meals that would be easy for a baby-
sitter to serve her young daughter when she was at
work. Whenshe lost her job, Jackson turned this Sunday
night routine into a business.

Her company—My Own Meals, Inc.—is the first to
mass-market packaged meals for children aged two to
eight. The company produces five different meals with
names such as “My Turkey Meatballs” and “Chicken,
Please " The meals retail for less than $3.00 each.

The meals are pressure-cooked and vacuum-sealed in
plastic pouches using a retort process, which makes
them shelf-stable. The meals can be easily carried in 2
purse and heated at a friend’s house. Because they are
not frozen, they heat up in a few minutes. The retort
packaging also enables Jackson to vie for shelf space
in supermarkets rather than slots in the overcrowded
frozen food section, which are harder to come by.

Since April 1988, the company has been selling meals
through a supermarket chain in Illinois and through the
mail. Company sales totaled $500,000 for the year.

Source: “100 Ideas: Meals for Tots,” Venture Magazine, New York, NY. November 1988, Reprinted with permission.

From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa-
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Name

o ACTIVITY 2

Important traits for the
successful entrepreneur

Rate the traits below in terms of how important you think they are for entreprencurial success.
A “1” would indicate that you believe the trait is relatively unimportant.
A “2” would indicate that you believe the trait is somewhat important.
A “3” would indicate that you believe the trait is very important.

Not Somewhat Very
imnortant important important

1 Quality or trait

a high level of energy
good physical health

a strong need to achieve
' a willingness to take risks

. a desire to create
a need to closely associate with others

RN ol o

a strong desire for money
a willingness to tolerate uncertainty

w0 w

an ability to get along with employees
. being well organized
. self-reliance

Pk e
[\

. a need for power

>
[

. patience

Pt
-8

. competitiveness

. desire and willingness to take the initiative
. self-confidence

. versatility (ability to do many things)

[
0o =1 O O

. perseverance (sticking at something difficult)

[
©w

. innovativeness (willingness and avility to do something untried)

oooOoooooooooooocdocod
oooOoooOooooooooooooood|s.
oouooocoooooooooooood|e

no
<

. ability to lead effectively

i Source: Adapted from Entrepreneurship by William B. Jennin~s, Canadian Foundation for Economic Education, 1985,

From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa-
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ACTIVITY 3

Ratings of traits
by entrepreneurs

A. Most important for success

perseverance (18)

desire and willingness to take the initiative (15)
competitiveness (14) :
self-reliance (11}

a strong need to achieve (3)

self-confidence (16)

good physical health (2)

B. Important for success

a willingness to take risks (4)

a high level of energy (1)

an ability to get along with employees (9)
vevsatility (17)

a desire to create (5)

innovativeness (19)

C. Least important for success

ability to lead effectively (20)

a willingness to tolerate uncertainty (8)

a strong desire for money (7)

patience (13)

being well organized (i0)

a need for power (12)

a need to closely associate with others (6)

1tion, New York, 1°Y.
<

8

Source: Based on testing reported in “That Urge to Achieve,” by D, C. McClelland in Entreprencurship and Venture Capital, Prentice-Hall,
1975. (The numbers in parentheses correspond with the numerical listing shown for Activity 2.)

From Master Curriculum. Guide, Economics ard Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa-

98

< Y S




Name

® ACTIVITY 4
My entrepreneurial trauts

To what degree do you believe you possess entrepreneurial traits?
Indicate your opinion by checking the boxes below.

A “1” would indicate that you feel you possess the trait to a rather low degree.
A “2” would indicate that you feel you possess the trait to a moderate degree.
A “3” would indicate that you feel you possess the trait to a rather high degree.

1

o
Q.

Moderate
2

w

Quality or trait

a high level of energy
. good physical health
. a strong need to achieve

g o

a willingness to tuke risks

a desire to create

a need to closely associate with others
. a strong desire for money

. a willingness to tolerate uncertainty

© 0 A S oo

an ability to get along with employees
10. being well organized

11. self-reliance

12. a need for power

13. patience

14. competitiveness

15. desire and willingness to take the initiat.ve

16. self-confidence

17. versatility (ability to do many things)

18. perseverance (sticking «* someuning difficult)

19. innovativeness (willingness and ability to do something untried)
20. ability to lead effectively

DOoOooOoDooOoOoocooooooooo .-g
oOooOooDooooooooooooooo
ooOoooooooooooooooooo

Source: Adapted from Zntrepreneurship by William B, Jennings, Canadian Foundation for Zconomic Education, 1985.
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Name

ACTIVITY 5

Jule’s dream

Read the case study below; then answer the questions that follow.

As a high school and college student, Julie Smithson
hardly ever followed the crowd. Her teachers were al-
ways amazed at her creativity and her willingness to
work hard on any project that she tackled. She had a
high energy level which enabled her to complete many
tasks during a given amount of time.

After college, Julie worked as a buyer for a large
department store in a major city. She purchased mer-
chandise for the toddler’s department in the store. After
three years, she decided to return to her hometown.
Her employer hated to see her resign because. of the
high-quality work that she did.

After returning home, she worked at various jobs in
the area of sales. One of Julie’s dreams was to own her
own clothing store. She wanted to be her own boss. Her
dad was willing to provide some money to help her get
started. She would still have to get some financing from
the bank. Since the area was growing rapidly, many
new families were moving in. The schools were crowded
with students, kindergarten through high school. Julie
decided that a clothing store catering to high school
and college students could be an exciting and hopefully
profitable venture. A unisex theme would be carried out
through the merchandise offered.

In August, just before everyone went back to schoo,
she opened a boutique named “The Sharp Look.” She
hired one full-time person to work with her. During the
first two months, many people visited the store, which
was probably due to the advertising blitz she ran in the
local paper.

After a year, she found that she did not have enough
money to pay her employee, but her tax forms showed
that she had made a small profit. She also was going to
have trouble meeting the monthly payment on her bank
loan. Also, her hired staff didn’t stay with her very long.
They did not like the way she interrupted the luring
their sales presentations. Julie interrupted because she
wanted to make sure the customer was not misled. The
accountant from her accounting service indicated that
Julie should take advantage of some tax benefits offered
by the government; she was reluctant to do so because
she did not understand them. She also noticed that about
half of her stock did not seem to be very popular.

Julie is in a predicament. Analyze her situation by
answering these questions:

1. ‘What are some indications that Julie took some positive, worthwhile actions during her first year of operation?

(Continued) a
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9. What are some problems that Julie is having in her business?

3. Economists define human capital as the productive ability of people. The productive ability of a firm can be
improved by more education of the people who work there. Human capital can be improved through many
different ways, such as on-the-job training, course work, securing advice from others, reading literature or
talking with others in the same field. Indicate the educational experiences that are necessary for “The Sharp
Look” to operate more effectively.

4. Would this additional education be a cost to the firm? If so, how?

: . 2 (Continued)
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5. How can one tell if the investment in education is worth the time and money put into it?

6. Julie seemed to have many personal features required of an entrepreneur, such as creativity, intelligence, a

willingness to work hard, a high energy level, and a desire to be her own boss. Is that all that is necessary to
be a successful entrepreneur?

103
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ACTIVITY 6

Additional courses and trarming
taken by mew business owners
prior to starting new businesses

License/Certificate Program

é’ High School Vocational Courses
E Occupational Training in Military
.g Courses — General Business Skills
% Courses — Technical Skills
g Employer-Sponsored, General Business Skills
8 Employer-Sponsored, Technical Skills
30
Percent of Owners

Source: Data developed and provided by The NFIB Foundation and spansored by the American Express Travel Related Services Company,
Inc. Reported in Small Business Primer, © 1988 The NFIB Foundation, p. 15.
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ACTIVITY 7

Owner age
when business formed

Under 20

20-24

25-29

- 30-34

35-39

40-44

Owner Age

45-49

50-54

55-59

60 and Older

i 3
T —r

0 5 10 15 20 25
Percent of Owners

Source: Data developed and provided by The NFIB Foundation and sponsored by the American Express Travel Related Services Company,
Inc. Reported in Small Business Primer, © 1988 The NFIB Foundation, p. 11.
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Name

ACTIVITY 8

Formal education of new

busiress owners
and the adult public

INSTRUCTIONS

The pie charts below show the formal education of the adult public and the owners of businesses. Formal education
is the number of educational steps or grades achieved by an individual. Study the pie charts to answer the questions
that follow.

Formal Education of New Business Owners
and the Adult Public

Educational Level

A Not High School Graduate

 High School Graduate

(0 Some College

7

New Owners Adult Public

College Graduate/
Postgraduate

Source: The NFIB Foundation and Statistical Abstract of the United States, 1986, Reported in Small Business Primer, © 1988 The NFIB
Foundation, p. 15.

1. Approximately what percent of the new owners are high school graduates?
a, 70%-75% b, 50%-55% c. 35%-40% d 10%-15%

2. Are any of the new business owners individuals who have not graduated from high school? If there are,
approximately what percent?

(Continucd)
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3. Approximately 30 to 35% of the adult public in 1986 did not graduate from high school. Was the percentage of

non-high school graduates starting new businesses higher or lower than 30% to 35%? Why do you think this is
true?

4. Approximately 20% of the public have graduated from college. Is the percentage of college gruduates starting
new businesses higher or lower then 20%?

5. Based on a comparison of the pie charts, what is a gener.lization that you can make about the formal education
background of people starting new brsinesses when compared to the general public?

6. Can you think of reasons why new business owners have more education than the general public: List the reasons
in the space below.

‘
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Name

ACTIVITY 9

Tony’s production choice

s

Tony owns a small Italian restaurant where he sells  takeout dinners if he cocked only spaghetti. He could
takeout pizza and spaghetti dinners. also make different combinations of the two products.

He doesn’t have much space in his kitchen so thereis ~ Each additional pizza he makes means he is able to make
a limit to the amount of focd he can prepare during each  three fewer spaghetti dinners, and vice versa.
evening. If he madsa nothing bu:¢ pizza, he could produce Study the table Tony has made below and answer
100 a night. On the other hand, he could produce 00  the following questions:

Time spent per ‘Number of Number of
product pizzas spaghettidinners

all on pizzas 100 pizzas 0 dinners
314 on pizzas . .

1/4 on spaghetti 75 pizzas 75 dinners
1/2 on pizzag . -

1/2 on spagheli 50 pizzas 15( dinners
1/4 on pizzas . "

3/4 on spaghell 25 pizzas 22, dinners
all on spaghetti 0 pizzas 300 dinners

1. If Tony wants to make 75 pizzas a night, how many spaghetti dinners will he also be able to make?

2. If Tony decides to reduce nis pizza production to 50 from 75, how many more spaghetti dinners will he be able

to preduce than before?

3. Identify examples of each factor of production that must have been used to produce one of Tony’s pizzas.

Land —_

Labor

Capital

Entrepreneurship

|
!
(Continued) 1
|
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4. What would Tony’s opportunity cost be if he decided to increase his production of pizzas from 75 to 100?

5. How does this situation demonstrate the central economic problem of scarcity?

Now use the data from the table on the front of this sheet to draw a graph of the different production
choices Tony could make.

Production Choices.Tony Could Make

(Production Possibilities Curve)
Pizzas

100

75

50 -

25

0 75 150 225 300

SpaghettiDi.ners

18




Name

@ ACTIVITY 10

What would you do L
if you, wom the lottery?

Choose four people (at least one adult) to ask what they would buy if they won $1,000 in a lottery. Write their
answers in the spaces below.
Be prepared to talk in class about their answers and the questions at the bottom of the page.

PERSONNO. ¢ wasmale ]  female []

about years old.

This person would buy.

PERSONNO. 2 wasmale []  female []

‘ about

This person would buy.

years old.

PERSON NO. 3 was male [] female

about years old.

This person would buy.

PERSON NO. 4 wasmale ]  female []

about years old.

This person would buy.

Think about the answers above and the questions below.
Be prepared to discuss these questions in class.

1. Why can't people have all the things they want?
2. How do people choose which things they want?

. 3. Why do different people want different things?

x From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa-
O tion, New York, NY.
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Name

ACTIVITY 11 P

Comprehension quiz,
lessom 4

PART |

Read the statements helow.

Place @ “T” in front of each of the statements you think is true and ignore the space below.

Place an “F” in front of each of the statements you think is false; then write the statement correctly in the space
provided.

— 1. Secarcity exists because many people do not have enough money.

—— 2. It is necessary to have all four factors of production for production to take place.

—— 3. The four factors of production are land, labor, money, and entrepreneurship.

—— 4. Aproduction possibilities curve shows different combinations of two products that can be produced from
a set of resources.

— 5. IfI decide to spend $6 to go to a movie instead of using the money to buy a book, my opportunity cost is
the value of the $6 I spent on the movie.

Part 1} Production Possibility Curve
Study the graph to the right and answer 0 = for Joe's Bakery

the following questions. '\

6. If Joe is baking 35 cakes, how many pies can he bake? “0

AN

7. IfJoe decides to bake 25 pies, how many fewer cakes
will he be abie to produce? 20 X

10
8. What would be Joe’s opportunity cost if he decided L ‘ ‘

to use all his resources to make 30 pies?
. 0 5 0 1S 20 25 30

PIES

From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa-
ltlon, New York, NY.
¢

RIC 0 111




ACTIVITY 12

Basic economic systems

All countries have developed economic systems (ways of producing and distributing goods and services). Economic
systems are used to answer the three basic economic questions: What goods and services are to be produced? Fow
aregoods and services to be produced? For whom are goods and services to be produced? Different types of economic
systeras have different mechanisms (methcds) for answering these questions.

Type of
economic system What to produce? How to produce? For whom to produce?
MARKET Business firms produce Seeking to compete Finished goods and ser-
ECONOMY goods and services that | profitably in the market- |vices are distributed to in-
consumers are willing and | place, individual business |dividuals and households
able to buy for prices that | owners decide what com- |who are willing and able
viill yzeld profits for the |binations of productive re-|to buy them.
frms. sources (land, labor, capi-
tal, and entrepreneurship)
they will use in producing
’ gocds and services.
COMMAND A central dlanning author- | A central planning author- (A central planning author-
ECONOMY ity (government agency) |ity (government agency) |ity (government agency)
decides what goods ard  |decides what combinations | decides who receive the
services to produce. of productive resources gcods and services that
will be used in producing |are produced.
goods and services.
TRADITIONAL The goods and services The combinations of pro- |Finished goods and ser-
ECONOMY produced today sve the |ductive resources used in |vices are traded locally
same as those produced in | producing «:.ods and ser- |for other finished gcods
previous generations. vices are the same as and services.
those by past generations.

ERIC

IToxt Provided by ERI
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ACTIVITY 132 - PART A

Scenarios for economic
systems comparison

o

A new strain of low-cholesterol corn is devsloped.
The country’s landfills are becoming scarce.

A baby boom has staried.

There is an excess supply of steel.

A livestock killer bee has invaded the country.
The cost of =uilk has sharply increased.

Two neighboring countries are at war.

A shortage of nurses has occurred.

© ® N o oA woN

Denim coats are the i ew fad.

—t
e

Medical research proves that citrus fruit causes
high blood pressure

—t
—

. Vans cause great damage to highways.

—t
Do

. Vocational jobs are plentiful.

Fron: Master Curriculum Guide, Economice and Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa-
o tion, New York, NV.
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Name

P ACTIVITY 13 - PARYT B
Response page

Situation No. Situation No.

Type of economic system: Type of economic system:

Response of economic s+stem to this situation: Response of economic system to this situation:
‘ Situation No. Situation No.

Type of economic system: Type of economic system:

Response of economic system to this situation: Response of economic system to this situation:

,  From Master Curriculum Guwude, Econom.cs and Entrepreneurship, Teaching Strategies € Joint Council on Economic Educa-
h> tion, New York, NY. -
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ACTIVITY 14

Contributions of competition

* Can lead to lower prices
* Can lead to improved quality

* Can lead to larger variety of
goods and services

* Can lead to better service
* Can lead to increased efficiency

* Can lead to greater sensitivity to
consumers’ needs and wants

* Can lead to faster responses to
consumers’ needs and wants

* Can lead to greater innovation

From Master Curriculem Guu. :, Economics and Entrepreneurship, Teaching Strategies 2 Joint Council on Economic Educa-

@ “on, New _ork, NY.




O

PRODUCT:

Name

ACTIVITY 15

Prodaict competition
M Q4 marret ecoromy

Price:

Quality:

Variet::

Service:

Efficiency:

Sensitivity:

Response:

Innovation:

From Master Curriculum Guide, Economics and E’ntrepreneursth, Teaching Strategies © Joint Council on Economic Educa-

tion, New York, NY.
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ACTIVITY 16 A

Benefits of entrepreneurship
to society

Entrepreneurs generate at least six overall benefits to society:

1. Increased competition

2. Economic growth

3. Increased employment

4. Altered distribution of income

5. Economic efficiency ‘

6. Increased opportunities for all individuals

From Master Curriculum Gude, Economics and Entrepreneurship, Teaching Strategtes © Joint Council on Economic Educa-
@ “‘on. New York, NY.
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Name

ACTIVITY 17 -PART A

Fntrepreneurs turn idle
grain mall into highly auiomated
flour producer

Entrepreneurs are turning a long-idled grain mull into a
highly automated one that processes flour rur spaghetti
and macaroni products. John C. Miller, president of the
company that owns and runs the operation, said that the
start-up could mean a whole new crop for farmers and
would attract other flour-related business such as pet
food, animal food, and snack food companies.

The original mill was built shortly after WWII to
produce animal feed, but since 1971 has been Lept idle.
Earlier this year the mill was renovated and new auto-
mated machinery was installed. Miller notes that the

QUESTIONS

1. What product was being produced by these ¢ntrepreneurs?

2. What did they do that was entrepreneurial?

company has enough orders to operate the mill at capac-
ity untii next summer. He said the demand for pasta has
been climbing an average of 5.6 percent a year in the
past eight years and that the average American now
consumes 13 pounds of pasta per year.

The plan*, which is run by computer, takes only three
people per shift to operate, but other workers are
needed for maintenance, lab work, and cther tasks. The
mill’'s current work fovce of 20 is expected to expand to
25 by January.

3. List at least three benefits to people in scziety from the entrepreneurial effort.

Suurce. “Entrepreneurs Turn Idle Grain Mill Into Highly Autemated Flour Producer,” by Thumas W. Gerdd, The Platn Dealer, December 25,

1987. Reprinted with permission.

From Master Curriculiun Guude, Ecunomics and E ntreprenewrshup, Teaching Strategies € Joint Council on Economic Educa-
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Name

ACTIVITY 17 - PART B

A recent report issued by the United States Small Busi-
ness Administration contained the following informa-
tion. Last year new jobs in the American economy to-
taled over 4 million. Almost all of these jobs were
generated by new or growing entrepreneurial busi-
nesses. Older, larger businesses actually reduced their
level of employment by some 1.7 million workers. In-
creasingly, the United States economy has come torely
upon venture creators who also create jobs for America’s
growing work force.

It is not just the number of jobs that entrepreneurs
create that makes them important to the economy. Cver

QUESTIONS

1. Who creates most of the new jobs in the economy? .__.

Entrepreneurship
and employment

90 percent of American workers first worked in a small
and growing business. These businesses provide the first
employment opportunities in whicia workers learn the
skills and discipline necessary for success in later life.
Behind almost every job there is an entrepreneur.
Even public sector jobs, such as police officers, teachers,
and government workers, must be paid out of the tax
revenues, which the government receives from private
firms and the individuals employed by thnse firms An
entrepreneurial economy generates the aclditional tax
dollars needed to support public services and public em-

ployment.

2. Most entry level jobs are to be found in what kinds of firms?

3. Why are government jobs dependent upon the efforts of entrepreneurs?

Source: Adapted from a report on small business, U.S., Small Business Administration, 1985.

From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies € Joint Council on Economic Educa-
x tion, New York, NY.
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ACTIVITY 18

The circular flow of resources,
goods, services, and
money pPoyments®

INSTRUCTIONS

Read the event. “elow. Place the number of each in the appropriate space on the circular flow model.

Event 1

Jill paid her bill at her
local department store.

Event 2

Yvon sold 100 acres of
land to a firm that wants to
build a factory on it.

f
.qent 3

Terry rceived a dividen]
from a corporation in
which he owns stock.

Event 4

Mrs. Chin purchased
a rose bush from the
nursery.

Event 5

Maria received her
paycheck last Friday.

Event 6

Todd took home a new
shirt he chose at a store.

Event 7
Mrs. Tomson earned

| +18,000 from th2 beauty

shop she owns.

Fivent 8

Tom had his car fixed
at a local garage.

Event >

Karen received $200 from
a firm that rents a building
she owns.

Event 10

Shelly can’t afford to buy
a car so she leased one
from a dealer.

Event 11

Mr. Martinez receivea
$500 interest payment for
the corporate bond he
owns.

Event 12

The ABC Co. took
delivery of a new furnace
it needed to make brass
fittings.

o= Money Paymants (Sales Dollars)

THE PRODUCT MARKET

-ReSource Qwaers

eececccceae Flnlshoa’%oodsandSorvloes ~ffmnay 660000 ‘
o
/

BUs’inesg F

eev oo o .oumnfn- ProductivoSorvices es e eeeeecccee

THE FACTOR MARKET

Monay Income Payments (Wagas, Rents, Intaerest, Prolit)

irms

* Source: A Framework for Teaching the Basic Concepts, © Joint Council on Economic Education, New York, NY, p. 23.
From Master Curriculum Gi.ide, Economics and Entreprencurship, Teaching Strategies € Joint Council on Economic Educa-
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Name

ACTIVITY 13

What happened
wm Upper Utopia?

Read the case study below; then answer the questions that follow.

For many years the economy of Upper Utopia worked
vrell. Firms made reasonable profits, workers earned
fair wages, stores had good sales, everyone had a good
standard of living and was quite happy. However, no
one was really rich.

Some workers and some entrepreneurs came to feel
they needed more: more money, ricer houses, longer
vacations, bigger cars, etc. Asit turned out, the workers
who wanted higher wages were employed by the busi-
nesses whose owners wanted bigger profits. When the
workers demanded higher wages, the owners raised the

price of their products even more. Soon the firm's sales
fell. The «vwners made no profit and were unable to pay
their workers. The workers were laid off and could not
buy goods or services. Eventually the tam went out of
business.

These events hurt other workers and businesses in
the economy. The laid-off employees were uaable to
buy products manufactured by other firms. The closed
business didn’t buy raw materials, tools, or otl.er factor.
of production. As a result, the entire economy went into
a recession, which hurt everyone.

1. Where do firms earn the revenue that allows them to pay for the factors of production?

2. Where do people earn the money that allows them to buy goods and services?

3. If firms do not earn money, what will happen to their ability to pay for factors of production?

4. If people do not receive income, what wili ha pen to their ability to purchase goods and services?

5. Explain why the factor and product markets depend on each other.

From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies € Joint Council on Economic Educa-
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Name

® ACTIVITY 20

My family and me 1 the
crrcular flow model!

Below is 2 blank copy of the circular flow model. Label each part in the appropriate space. 1here is a letter at the
start of some of the spaces. The same letters appear on the lines below the chart. For each letter, describe something
you do, or a member of your family does, that fits into the blank on the circular flow model.

a.

4

|

From Master Curriculum Guiae, Economics and Entreprencurship, Teaching Strategies € Joint Council on Economic Educa-
tion, New York, NY.
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Name

ACTIVITY 21 @
Comprehension quiz,
tesson 6

PART !
From the list below, choose the phrase that correctly completes the sentence and write the phrase in the appropriate
blank.
factor market derived profit
product market a mortgage payment circular flow model
1. A represents the flows of money, goods, and services, and other factors of

production through the economy.

2. Food, shelter, and clothing are bought and sold in the

3. Land, labor, capital, and entrepreneurship are bough¢ and sold in the

4. is a part of the flow of money between the business and households that passes
through the factor market. .

. b, is a part of the flow of money between the households and busine=s that passes
through the product market.

6. Economists call the demand for factors of production demand.

PART il

Read the paragraph below and answer the following questions.

In 1849, when gold was first found at Sutter’s Mill, there were very few people living in that part of California. Two
years later thousands of people had moved there. Many people who never even looked for gold had jobs or ran
businesses in the area.

7. Why were stores able to sell so many more goods in that part of California after the gold was found?

8. Why were so many people able to find jobs working in stores there?

9. When the gold ran out, why did many “boom towns” become “ghost towns”?

10. How does this example demonstrate the idea of derived demand? ‘

x From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa-
© __ tion, New York, NY.




Name

® ACTIVITY 22

Responding to an
entrepreneurial opportunity

Entrepreneurial Opportunity

Entrepreneurial Idea

Definition

A want, problem, or challenge that can
be addressed, solved, and/or satisfied
by an innovative initiative

Definition

A specific innovative way to satisfy a
want, overcome a problem, or meet a challenge

Examples

People are increasingly conscious
of the food they eat and the water
they drink

People are increasingly concerned
about health and fitness

There is a need for widespread
' education regarding AIDS

Many people are mystified by
computers

Many people cannot read or write

Australia is very “in”

d

Q tion, New York, NY.

IToxt Provided by ERI

From Master Curriculum Guade, Econuvmics and Entrepreneurship, Teaching Strategies € Joint Council on Economic Educy-

Examples

A health food or fresh food
restaurant

A new form of health club

A new, innovative way to provide
AIDS education

A home education program on
computers

A new type of program to combat
illiteracy

An Australian film festival
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ACTIVITY 23

Brainstorming technique

1. Don’t criticize another person’s ideas. Group members will tend to talk less if this happens. This
means fewer ideas will be expressed. Group leaders should discourage such phrases as “That’s a
dumb idea.”

2. Encourage freewheeling. The wilder the ideas, the better. It is easier to tame down a wild idea than
it is to think up another cne.

3. Try for quantity. The larger the number of ideas, the better the chances of getting good ones.

4. Combine and build on the ideas of others. Group members should state their own ideas. They should
also suggest how the ideas of others could be turned into better ideas. Sometimes two or three ideas
can be joined to form another idea.

One person started a brainstorming session by sayin¢ ...

“What new products not now available are needed for the home? Here is your opportunity to dream up all those
gadgets, appliances, etc., that you believe would make life more enjoyable.”

These are a few of the ideas generated in the session:
* Suction cups on the bottom of egg beaters to prevent skidding in the bowl

* Venetian blinds so constructed that the slats in the upper or lower half can be opened or closed
independently of the other half

* Switches for doorbells so you can turn them off when children are asleep or when you don’t want to
be disturbed

Get together with two or three people to practice brainstorming. ..

Start with the statement: “Name as many uses as you can for empty plastic household detergent bottles.” How
many did you list in your group? It will be interesting to compare your list with those of o her groups in the class.

Even though brainstorming is used most often in groups, you can also use it alone. Follow these rules for individual
brainstorming:

1. Don’t judge your own ideas until you have finished the list. Never erase or seratch out an idea.
2. Do some freewheeling. Don't be afraid to write down some farfetched ideas.

3. Try for quantity. Remember, by writing down many ideas you increase your chances of getting good
ideas.

4. C.mbine and improve. Write dr wn all ideas that come to mind. Then add to the list by combining
aid improving ideas.

From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council on Ecenomic Educa-
@ on, New York, NY.
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Name

ACTIVITY 24

Invention, innovation,
and entrepreneurship

1. Answer the following questions:

a. What is the difference between an inventor and an enirepreneur?

b. Can an inventor and an entrcpreneur be the same person? Ex lain your answer.
P

Q

¢. Are the same skills needed for the two roles?

(Continued)

. From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa-
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2. In the space provided, list two examples of an entrepreneurial opportunity and provide at
least one entrepreneurial idea for each.

a. Entrepreneurial opportunity

Entrepreneurial idea(s)

b. Entrepreneurial opportunity

Entrepreneurial idea(s) ‘




ACTIVITY 25

Ripple effects i the
marketplace: microcomputers

INNOVATIONS GENERATE NEW INDUSTRIES AND ECONOMIC ACTIVITIES.

An innovation not only affects those making and selling the innovation, but also encourages the development and
sales of related goods and services. Innovation can also affect some industries and companies in a negative way—
meaning that they suffer because of the acceptance of the innovation.

The diagram below illustrates these points

Furniture for
microcomputers

Teaching of
microcomputer
repair technicians

Developers of
software packages

Innovation:
Acceptance of the

Microcomputer
POSITIVELY

Microchip affects Training of
manufacturers microcomputer
operators

Video game
manufacturers

———————

—

Typewriter
manufacturers

Manufacturers
of correction tapes,

fluids, and erasers

Carbon paper
manufacturers

Innovation:
Acceptance of the
Microcomputer
NEGATIVELY
affects

Manufacturers Manufacturers of
of books adding machines

From Master Curricelum Guide, Econvmucs and Entrepreneurship, Teaching Strategies € Joint Council on Economie Educa-
tion, New York, NY 1 08
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Name

|
I
ACTIVITY 26 e
I

Rupple-effects in the
marketplace: airplanes

INSTRUCTIONS

Fill in the outer segments of the diagrams below with the names of producers of goods and services who were
positively and negatively affected by the introduction of the airplane.

Innovation:
Acceptance of
Airplanes
POSITIVELY
affects

Innovation:
Acceptance of
Airplanes
NEGATIVELY
affects

From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa-
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Name

ACTIVITY 27

Ripple effects in the
marketplace: vacuum cleaners

INSTRUCTIONS

Fill in the outer segments of the diagrams below with the names of producers of goods and services who were
positively and negatiyely affected by the introduction of the vacuum cleaner.

Innovation: -
Acceptance of

Vacuum Cleansrs
. POSITIVELY
affects

Innovation:

Acceptance cf
Vacuum Cleaners
NEGATIVELY
affects

Q From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa-
l C tion, New York, NY.
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Name

ACTIVITY 28

Ripple effects n the
marketplace: permanent-press
fabrics

INSTRUCTIONS

Fill in the cater segments of Jhe diagrams below wit" the names of producers of goods and services who were
positively and negatively affected by the introduction of permanent-press fabrics.

Innovation:
Acceptance of
Permanant-press fabrics
POSITIVELY
affects

Innovation:
Acceptance of
Permanent-press fabrics
NEGATIVELY
affects

From Master Curriculum Guide, Economics and Entreprencurshij, Teaching Strategies © Joint Council on Economic Educa-
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Name

ACTIVITY 29
Ripple effects of an mmnovation

INSTRUCTIONS

Write the name of an innovation in the blank space provided in the inner segment. Fill in the outer segments of the
diugrams kelow with the names of producers of goods and services who were positively and negatively affected by

the introduction of the innovation.

{nnovation:
Accepiance of

POSITIVELY
affects

Innovation:
Acceptance of

NEGATIVELY
affects

From Master Curriculum Guide, Economics and E nlrepreneurship, Teaching Strategies € Joint Council on Economic Educa-
tion, New York, NY. 1 q 5
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Name

ACTIVITY 30

Comprehension quiz,
lesson 8

THE LEAN, MEAN FLYING MACHINE

Let's suppose the activities of an entrepreneur result in the invention and successful marketing of a compact,
inexpensive airplane that takes off without an extensive runway or airfield.

What businesses might be positively affected by this innovation?

Also suppose that this new airplane is as easy to operate as an automobile. What business/industries might be
negatively affected by this innovation?

Write your answers in the spaces provided.

New businesses/industriex that might be positively affected:

Businesses/industries that might be negatively affected:

From Master Curriculum Guide, Economucs and Entrepreneurship, Teaching Strategies © Joint Councti ... Zconomic Educa-
tion, New York, NY.
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Name

® ACTIVITY 31
The dexand for “Kookies”

PART A

Suppose a bakery close to your school has decided to produce and market large (6 inches in diameter) chocolate chip
cookies which they have given the trade name “Kookies.” The owners of the firm have not decided what price to
charge. They want to know how many they could sell at various prices.

To help them find ont the information they want to know, complete the table below.

1 would probably buy

this many
At this price “Kookies” per week
$ .20 each
.40 each —_—
&0 each
.80 each
‘ 1.00 each

PART B

Construct a graph to show the total number of “Kookies” students in your class are willing to buy at each price.

Price Demand Curve for "Xookies" in Qur Class

$1.€9

.80

.60

40

20

0 20 40 60 80 100 120 140 160 180 200

‘ Quantity

From Master Curriculum Guide, Economics and Entre,. reneurship, Teaching Strategies € Jomt Council on Economic Educa-
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Name

ACTIVITY 32 o

What 1s happening
to the demamnd for canned tuna?

PART |

Mary runs the only grocery store in a 12-block area of a large city. Many of her customers are elderly and don't
have much income. Mary sells lots of canned tuna fish. It isn’t too expensive, and it is a good source of protein.
Mary charges 79 cents a can all the time, but she ha noticed that her sales have changed from time to time.

Explain why the demand for tuna fish changed in each of the following situations.

1. When hamburger went up 20 cents a pound, Mary sold about 50 more cans of tuna fish each day. This probably
happened because

2. Mary sells about 100 more cans of tuna fish a day at the start of a month than at the end of amonth. This, >bably ‘
happens because

3. For a few weeks after there was an article in the newspaper about how healthful tuna fish is, Mary’s sales
increased 30 cans a day. This probably happened because

4. There was a truck drivers’ strike and food deliveries were interrupted. Mary sold 100 cans more a day. This
probably happened because

{Continued)

From Master Curriculum Guide, Economics and E ntrepreneurship, Teaching Strategies € Juint Council on Economic Educa-
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PART I

‘ The graphs below represent the demand curve for Mary’s canned tuna fish ~n a regular cay.

Draw a new line to show what would happen to the demand curve in each of the si.4ations described on the previous
page. Would it shift to the left or right?

In the blank space provided, write the determinant of demand for each situation.

1. 2. ~
| 8 \ 8
& \ &
D D
Quantity Quantity
Determinant Determinant
3. 4.
S 8
o a

o
O

Quantity Quantity
Determinant Determinant

Q 138
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Name

ACTIVITY 33 ]
Factors affecting demand

Cut out advertisements from r -wspape:s or magazines for two totally unrelated products.
Consider the advertisements and then answer each of the following questions.

Be sure to attach the advertisements to your assignment when you hand it in.

1. To which of the four determinants of demand (income, tastes and preferences, the price of substitutes, or
expectations of future changes) is each advertisement trying to appeal? Explain how you know this.

Advertisement No. 1 appeals to I know this because

Advertisement No. 2 appeals to I know this because

2. What would you estimate the price of each product is now?

Product No. 1§ Product No. 2 §

3. Restate the law of demand in your own words.

4. If the price of each of these products went up 5%, which one dv you believe would suffer the greater loss in sales?
Explain why.

I believe product No. would have the greater percentage loss in sales because

5. Describ  »w firms that sell the product you identified in question No. 4 might t<y to reduce their sales loss.

From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council on Economic Educa-
tion, New York, NY.
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Name

P ACTIVITY 34

Comprehension quiz,
lesson 9

PART 1

Answer the following by placing the letter of the correct definition in the blank in front of each term.

Term Definition

— 1. demand A. products that may not be exactly the
same but which may be put to the same use

—— 2. determinant of demand B. a graphic representation of the number of

items that will be demanded at various

——— 3. demand curve ]
prices

Q@

— 4. suk-‘itutes the willingness and ability to buy something

D. a belief in future changes that affects one’s

—— 5. expectations willingness to buy products now
‘ 6. law of demand E. people w.ill buy more upits of a.good ata
lower price than at a higher price

F. anything, other than price, that affects
customers’ willingness to buy a product

PART 1I
Study the graph to the right and answer the following questions.

Price
7. How many pairs of socks would be sold at a price of $47 ":S Demand for Wool Socks
—— pairs
84
8. Ifthere were a cold spell, would the demand curve ¢
for socks move to the left or to the right? 3
It would move to the o
Explain how the law of demand is demoustrated by \\
the graph. st
0 2 4 6 8 10
Quantuy

o From Xsster Curmiculum Guude, Ecunomics and E ntrepreneurship, Teaching Strategies & Joint Council on Economic Educa-
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Name

ACTIVITY 35

The supply of “Kookies”

Suppose you own a small bakery near the local high
school. In recent months you noticed that your employ-
ees have little to do in mid-afternoon before the evening
rush. You wonder if baking large cookies (which you
would call “Kookies”) to sell to students on their way
home from school might be a good way to keep your
employees busy and to earn more profit.

You have studied how your workers use their time
and believe they could bake 100 cookies a day without
having to cut back on any other products they make.
To produce more than 100 cookies, they would hzve to
reduce the production of other baked goods because your

At this price

firm has only so many ovens and workers.

Another possibiiity wou!d L2 ¢0 pay some workers
overtime to stay late to bake cookies.

You concluc-~ that if your sales of cookies grow over
100 a day, you will have to charge progressively higher
prices to make up for your increasing costs of pro-
duction.

The table below shows how many cookies you would
be willing to offer for sale at various prices.

Study this information and answer the questions
below.

1 would supply
this many
“Kookies” per week

$ .20 each
.40 each
.60 each
.80 each
1.00 each

1. Why wouldn't you supply any cookies at 20 cents each?

none
500
700
%0e
1,100

2. Why do you require a higher price to prodv~: more than 100 cookies a day (500 a week)?

(Continued)

From Master Curricelun Gaide, Ecunonucs and Entrepreneursheyp, Teaching Strategies € Joint Council on Economic Educa-

tion, New York, NY
C

159




8. Plot the information from the preceding table on the graph below.

Q Price

Supply Curve for "Kookies"

$1.00

.80

.60

40

20

Quantity

4. Explain how the graph of a supply curve demonstrates the law of supply.

0 100 200 300 400 500 600 700 800

900

1,000

1,100




Name

ACTIVITY 36

Arnold’s fossil farm

Several years ago Arnold inherited over 1,000 acres of
land in Wyoming from his uncle. When he went to look
at it, he found it was on the side of a mountain about 50
miles from any town. The soil was locse, rocky, and
nothing grew on it except a few weeds. When Arnold
climbed up the mountain, he kept slipping and getting
dirty. He was really depressed. He didn’t think the land
was worth anything. While he was climbing, he picked
up an interesting looking rock and took it home with
him. Later he put the rock on a shelf and didn’t think
any more about it for many months.

The next winter A.nold invited a friend who was a
geologist to visit him. The friend happenec to notice
Arnold’s rock and became very excited. He identified it
as a fossil of a brachiopod from the Cambrian period. He
said it was one of the best specimens he had ever seen
and was certainly worth $10 to $20. Arnold thought
there might be some value in the land alter all.

The following summer Arnold went back to Wyoming
and climbed all over his property. He found ten fossils
the first day he was there just by looking around the
bottom of his land. On the following days he went farther

up the hill and found more specimens. Arnold discovered
that he could expect to find about five fossils per acre,
but the farther up the mountain he went, the more
trouble they were to find. Arnold gathered about a hun-
dred specimens and sold them to a scientific supply firm
for $10 each. The money paid for the cost of his trip
(3500) and left him severzi hundred dollars. Arncld
thought this was the erd of his business because he
assumed he had found most of the fossils he could with-
out actually digging up his land.

A year later Arnold passed by his land and stopped
to look. To his surprise he found that erosion had uncov-
ered more fossils. He realized he would be able to “har-
vest” fossils from his property every year. He could
really run it like a business.

This year Arnold took time off from his job where he
earns $20 an hour and spent five weeks inJune and July
on his property. He careiully timed himself as he looked
for specimens.

Ee organized the info.mation he gathered on the
table below.

Fosslis found

first 100
next 100
next 100
next 100
next 100
Total found = 500

Time spent

20 hours
30 ..ore hours
40 more hours
50 more hours
60 more hours

Total hours = 200

(Continued) ‘
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After collecting 500 specimens, Arnold went home to his regular job. He sold them for $5,000. Arnold’s trip cost
$750 (3500 transportation and $50 a week for the five weeks), plus his lost salary from his regular job ($20 x 40

¢hours X 5 weeks = $4,000).
He wants to figure out how much time he should take off next year to look for fossils.

1. Why did it take Arnold longer and longer to find more fossils?

. How does this situation demonstrate the principle of increasing costs of production?

3. What would you recommend for Arnold? Explain why.

4. If the scientific supply firm was willing to pay Arnold $15 each, how would it affect the number of specimens he
would supply?

5. How does this situation demonstrate the law of supply?

142
51




Name

ACTIVITY 37

What s happening
to the supply of goods?

PART |

Mary runs the only grocery store in a 12-block area of a large city. Many of her customers don’t have much income,
so she finds it difficult to raise her prices without losing sales. She has found over the years that her willingness to

supply various items has changed.

Explain why Mary’s supply changed in each of the following situations.

1. When the cost of electricity went up, she took out one of her two freezers and offered fewer frozen foods for

sale.

2. When Mary found she could sell candy to elementary school children who were going to school, she restocked

half her cosmetics shelves with candy.

3. When Mary found she could rent the store next door for only $650 a month, she increased the size of her store

and her selection of products oy one half.

4. When Mary heard that a big grocery.store was going to move in down the block, she stopped renting the store

next door and cut her selection back to what it had been in the past.

(Continued)
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' PART 11

1. Supply of frozen foods
S
3. Supply of all goods

144

53

Each graph below represents the supply curve for one or more of Mary's products.
Draw a new line to show what happened to the supply curve in each of the cases on the preceding page.

Supply of candy

s

Supply of all goods




Name

ACTIVITY 38

Coprehension quiz,
lessom, 10

PART |

From the list below, select the phrase that correctly completes each sentence and write the phrasesin the appropriate
blanks.

supply increasing cost of production supply curve left
right additional revenue law of supply additional cost
1. The states thatl firms will offer more products for sale at higher prices than at

lower prices.

2. Firms will supply more products as long as the of making another item does not

exceed the generated by the sale of that item.

3. Firms are often unwilling to supply additional products uxless they are able to charge higher prices

because of

4. The number of'items a firm is willing to offer for sale at various prices is called

9. A graphic representation of the number of items that will be offered for sale at various prices

is called a

6. Any event that increases the cost of preduction will cause the supply curve for that product to

shift to the

(Continued)
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PART Il
‘ Base your answers to the following on the graph to the »ight.

7. How many pairs of socks would be supplied at 2
price of $47

pairs

8. If there was a sickness that killed many sheep,
wouid the supply curve for wool socks shift ta the
left or to the right?

It would move to the

9. Explain how the law of supply is demonstrated by the graph.

Price

. Supply of Wool Socks
$4
$3
$2 —
$t
0 2 4 6 8 .
Quantity

10

446
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ACTIVITY 39

Dema:d for apples
and equilibrium

Assume youwant to buy apples for yourapple piebakery.
The other student you are working with wants to sell
*nem. The number of apples you are willing to buy and the
number he/she is willing to sell depend on the price.
Below you will find a table that lists possible prices
for apples in the first column. The next column states
the number of apples you would be willing to buy at each

of these prices. The third column is blank. You must fill
in this column by asking the other student how many
he/she will sell at each price. The final columns ask you
whether there weuld be a surplus or a shortage at each
price and how large that surplus or shortage would be,

When you finish the table, answer the questions
below.

Demand and Supply for Apples

Quantity Quantiiy Surplus
Price demanded supplied or shortage Amount
$10 a bushel 20 bushels
8 a bushel 30 bushels —_—
6 a bushel 40 bushels
4 a bushel 50 bushels
2 a bushel 60 bushels
1. At what price will the number of bushels of apples supplied and demanded be the same?
2. How many bushels of apples will be supplied and demanded at this price?
bushels
3. Would there be a surplus or a shortage at any higher price?
There would be a (Continued)
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4. Would there be a surplus or a shortzge at any lower price?

‘ There would be a2

5. Explain why a surplus would tend to force the price down.

6. Explain why a shortage would tend to force the price up.

7. Draw demand and supply curves for apples on *he  aph below using the data on the table yu1 completed on the
previous page.

Demuind and Supply for Apples

Price $10 -

0 5 10 15 20 25 30 35 40 45 S0 S5 60
Quantity




Name

ACTIVITY 40

Supply of apples
and, equirlibrium

Assumeyouwanttosellapples you willgrow and harvest.
The other student ycu are working with wants to buy
them. The numberofapples he or sheis willing tobuy and
the number you are willing to sell depend on the price.
Below you will find a table that lists possible prices
for apples in the first column. The next column states
the number of apples you would be willing to sell at each

of these prices. The third column is blank. You must fill
in this column by asking the other student how many he
or she will buy at eacl: price. The final columns ask you
whether there would be a surplus or a shortage at each
price and how large that surplus or shortage would be.

When you finish the table, answer the questions
below.

Demand and Supply for Apgles

Quantity Quar.tity Surplus
Price supplied demanded or shortage Amount
$10 a bushel 60 bushels e
8 a bushel 50 bushels —_——
6 a bushel 40 bushels
4 a bushel 30 bushels —_—
2 a bushel 20 bushels
1. At what price will the number of buskels of apples supplied and demanded be the same?
2. How many bushels of apples will be supplied anid demanded at this price?
bushels
3. Would there be a surplus or a shovtage at any higher price?
There would be a (Continued)
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4. Would there be a surplus or a shortage at any lower price?

‘ There would be a

5. Explain why a surplus would tend to force the price down.

6. Explai why a shortage would tend to rorce the price up.

7. Draw demand and supply curves for apples on the graph below using the data on the table you completed nn the
previous page.

Demand and Supply for Apples
Prica $10

0 S5 10 15 20 25 30 35 40 45 S50 S5 60
Quantity
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Name

ACTIVITY 41 PA

The demand and supply
for “Kookies”

A bakery has decided to sell large chocolate chip cookies ~ gathered in your own class if you did Lesson No. 8.) The

it calls “Kookies” to local students. number of cookies the bakery would be willing to supply
A survey was taken among students who attend a  at different prices is listed in the table.
nearby school. The results are provided on the table Study this information and answer the following

below. (Your teacher may ask you to use the data you questions.

The quantity demande . The quantity
would be (use the blank supplied
At this price for your class’s values) would be
$ .20 each 1,100 none
.40 each 900 500
.60 each 00— 700
.80 each 50 — 900 ‘
1.00 each 300 — 1,100

1. At a price of 80 cents, how many “Kookies” would be demanded?

2. At a price of 80 cents, how many “Kookies” would be supplied?

3. Would there be a surplus or a shortage of “Kookies” at a price of 80 cents?

There would be a of “Kookies.”

4. How large would the surplus or shortage be?
5. Would the price tend to go up or go down from 80 cents?

6. What is the equilibrium price in this example?

(Continued) ‘
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7. What quantity of “Kookies” will be sold at the equilibrium nrice?

8. Use the data from the table to draw a graph of the demand and supply of “Kookies.”

Price Demand and Supply of “Kookies”

$1.00 -

.80

40

.20

0 100 200 300 400 500 600 700 800 900 1,000 1,100
Quantity
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Name

ACTIVITY 42

Demand, and supply table

Fitin the grid below by writing the correct term in each box:
“Move left”—“Move right”—or “Stay the same” for demand and supply.
“Increase”—“Stay the same”—or “Decrease” for the equilibrium price.

-
The demand curve The supply curve

Event would would

The equilibrium
price would

The weekly allowance of
students who buy “Kookies™
goes up by $5

One of the cooks in the
bakery quits and the others
have more work to do

Another store that sold
snacks to students in the
area goes out of business

The cost of gas to heat the
bakery’s ovens goes down
50% »

The head cook in the
school cafeteria gets sick
and s replaced by a cook
who makes awful food

There is a 25% increase in
the cost of tiour
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Name

® ACTIVITY 43

Comprehension quiz,
lessom 11

PART |
1. At a price above the equilibrium price, there will be: b. below the equilibrium price
a. a shortage of the product ¢. equal to the equilibrium price

b. asurplus of the product

. as many products demanded as supplied 4. If many more people want to buy a product, its de-

mand curve will move to the right and its equilibrium

price will:
2. At the market equilibrium price, we: a' go up
. . . stay the same
a. know the firm is earning a profit . go down
b. know the firm is making a loss )
¢. dont know if the firm is earning a profit 5. If the cost of making a product increases, its supply
or making a loss curve will move to the left and its equilibrium price
will:
a. goup
3. If there is a shortage of a product, then its current b. stay the same
price is: ¢. go down
’ a. above the equilibrium price
PART I

Base your answers to the following on the graph to the right.

6. What is the equilibrium price for wool socks? Demand and Supply
Price for Wool Socks
$ — $5 7
S
7. How many pairs of socks will be bought and sold at
the equilibrium price? $4
pairs of socks
$3
8. At a price of 34, would there be a surplus or a short-
age of wool socks?
62
There would be a N
N
9. How large would this surplus or shortage be? $1 o~ 5
pairs of socks
0 2 4 6 8 10
Quantity
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Name

ACTIVITY 44

How Ing s the prcit
slice of pe?

INSTRUCTIONS

Assume that you are the owner of a successful retail store, and the circle (pie) below represents the total revenue
for one year.

Out of the revenue earned, you must pay for the merchandise you sold. You must also pay operating expenses. Of
course, you also expect to make a profit.

Divide the circle {pie) to show what portion of the total revenue you think will be profit, what portion will be used
to pay for merchandise, and what portion will be needed for operating expenses.

a. Tobegin, mark off and label a slice of pie to represent the amount of profit you would
expect to earn.

b. Then mark off and labe! a slice to represent payment for the merchandise sold.

¢. The slice ieft represents . 1e amount set aside for operating expenses. Do you think
you have set aside enough for all the experses associated with operating a business? .

d. Make any adjustme: ts in the three portions of the pie that you think are necessary.

From Master Curriculuin Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council or; Economic Educa-
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@ ACTIVITY 45

How is the pie divided?

%€ 11304d

OPERATING
EXPENSES
37%

COST OF
MERCHANDISE

60%

es 100




Name

ACTIVITY 46 ®
Fixed and variable costs

Sharon has wanted to own her own pottery shop for a At the end of the year, she figured out her profit and
lo.ig time. Last year she inherited $30,000 from her  was very disappointed. She wrote down all the informa-
un:le. She used the money to go into business. She tion she gathered on a sheet of paper and tried to decide
wcrked 50 hours every week making pots and running  what she could do to improve her earnings.

the store. Study the data and answer the questions below.
Total revenue (5,000 pots x $10 each).............. $50,000
Tnvestment in equipment......cccoeeeuneireenceinniennenns 15,000 -
Investment in remodeling rented store ................. 5,000
Cost of clay and other materials used ................... 4,000
Cost of electricity and utilities........c.cccvvvvuveennnne. 3,200
Wages and benefits for one part-time helper-.......... 6,400
RONE ceeneieieieinieiieeectieeneeneeerresnereseencsssersorssesens 4,800 ‘
INSUrANCE...ccuvveiiriieiirieciirrreiceereeteceeeeeneeenneens 1,200 -
AVertiSiNg...ccccvueeieririiencrnnnecsrnnroresssrserssoneenes 1,800
Bookkeeping Service .....ccooevvevivnnuncereerennenneceenannns 3,600
Other COSES vuveverrrirncrrunieerrreetreneererrenersssrecenanss 2,000
Total EXpenditures......cccceeeevueeererieeinirenernnnnnes 52,000

1. Identify Sharon’s costs as fixed, variable, or n.ixed by writing the correct word in the blank after each cost line.

2. How do you think Sharon should account for the value of her own time and lubor?

(Continued) o
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.3. How much do you think Sharon could have earned if she had deposited her $30,000 inabank?

4. Sharon looked at what she spent and what she took in and figured she had lost $2,000. Why was she wrong?

5. If Shar.a doesn’t think her business is going to get any better, should she stay in business? Explain why, or why
not.

ERIC 18




Name

ACTIVITY 47
Profit projection form

PART i

Suppose your club wants to earn money by selling quar-  will be supplied free by memt.ers of the club. You need

ter-pound hamburgers at local basketball games. to predict your costs and profits. Complete the form
You believe you could sell 3,000 hamburgers during  below.

the 12-game season at a price of $1.50 each. You must Check the prices at your local grocery stores for the

rent a booth at the gymnasium for 350 per night. Labor  food items included on the list.

PART Hi

Based on your projections for profit (or loss), would you recommend that your club sell hamburgers to earn money
or would you recommend that they undertake some other activity? Why or why not?

Rent for a booth t:or 2 1114 1 - TR s 0
Cost of ground beef for 3,000 hamburgers .........ccccceeeeirrivucnnnenin

Cost of 3,000 hamburger buns ........ccceeevvveiiiiiniivunnnnnseecccnnnnes s
Ketchup (one 32 oz. bottle per 50 hamburgers) .....ccccccoeevvuunenee. s
Mustard (one 16 oz. bottle per 100 hamburgers) ..........ccceuueenee. A
Pickles (one 32 oz. bottle per 50 hamburgers) .......cccceeeeerevenennn &
Orions (one pound per 50 hamburgers) ......ccccceeeeeeeeieneenenennnes S .
Paper napkins (one per hamburger) .......cccoocceviriiiiiinniiiiiinnnnnn. S
i cost of producing 3,000 hamburgers ........ccccccvvveeenene. L
§ Tutal revenue for selling 3,000 hamburgers .....ccccceeeeveernnns S
. Profit or 108s .cccevuiiiniiiiiiiinnniiiniiiiiniiiinnesa e I
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Name

® ACTIVITY 48
Deciding on a club enterprise

1. Suppose your club wants to earn money by selling quarter-pound hamburgers at local basketball games.

You believe you could sell 3,000 hamburgers during the 12-game season at a price of $1.50 each. You must rent
a booth at the gymnasium for $50 per night. Labor will be supplied free by members of the club. You need to
predict your cests anz profits. Complete the form below.

Check the prices at ynur local grocery stoves for the food items included on the list.

Rent for a booth for 12 nights ......ccccvuiiiiiiiiiiiiiiiiiiiins nnnes & ("
Cost of ground beef for 3,000 hamburgers ........ccccceeevuvennnnnnne. ()
Cost of 3,006 hamburger buns ........ccccevvviiriiniiinnnceeiiniiennnnee & ()
Ketchup (one 32 oz. bottle per 50 hamburgers) .........cccccuvuunen. L Y (N
Mustard (one 16 oz. bottle per 100 hamburgers) ........cccceeeeune. - S G |
Pickles (one 32 oz. bottle per 50 hamburgers) ........c.coeeeeiuunnanas. —— ()
0 Onions (one pound per 50 hamburgers) .......cccccceevvviciniirnnnnanes o ()
Paper napkins (one per hamburger) .........cccovvvvvvviniinnnnniinnnne. & ()
Total cost of producing 3,000 hamburgers ...........ccccevvuune.. <
Total revenue for selling 3,000 hamburgers ............ccucuuu.e. e
Profit 0r 10SS civceeiieiiiisiiiiiiicieeieemniiennnienniisssssisene S

2. Identify each of the costs above as fixed or variable by placing the letter “F” or “V" in the parentheses at the
end of each cost line.

3. If you had to pay workers a votal salary of $200 a night instead of having volunteers from your club, what would
happen to your profits? Should you continue to sell hamburgers in this.case? Explain your answer.
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Name

ACTIVITY 49

Comprekension quiz
lessom, 12

PART !
Complete the following by circling the letter of the best 3. Resources tend to flow to firms that are efficient and
answer. profitable because:
a. they have a greater need for those resources
1. The correct formula for finding a firm’s profit is: b. they use those resources more quickly
a. profit = total revenue - total cost c. they can afford to pay for those resources

b. profit = {price X number sold) — cost per item
¢. profit = (cost per item — price) X number sold 4. If the owners of a firm have no expectation of ever
earning a profit, they should:

2. Many en‘repreneurs overestimate their profits be- a. go out of business and put their money
cause chey: in a bank
a. don't keep records of their sales b. try to merge their business with
b. don’t consider the value of their time another larger firm
¢. don't try to control their labor costs c. lower their prices so they can sell
more items
PART ll

Jne makes deliveries in the evening and on Saturdays for a local drug store. By carrying the items, he earned $80
2ach week. He saved his money until he had $4,000. Joe decided to buy a used car with his money. By driving the
car, he is able to deliver more items and now earns $120 a week. Joe believes the car was a wise investment. Write
a brief essay that explains why Joe probably is wrong.
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ACTIVITY 50 _
T'ypes of business orgamizations

Sole proprietorship

A form of business organization that is owned
and managed by one individual who assumes
all risk of loss and receives all profits.

Partnership

A form of business organization that is owned
by two or more individuals who assume all risk
of loss and receive all profit.

Corporation

A form of business organization that is created
by law, functions as a separate legal entity,
and is owned by two or more individuals called
stockholders. Stockholders are at risk only for
the amount of their financial investment.
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ACTIVITY 51

Advantages ond disadvantages

of types
of cwnership

Forms of ownership Advantages Disadvantages

Sole proprietorship | 1. Low start-up costs 1. Unlimited liability
2. Greatest freedom 2. Lack of continuity
3. All profits to owner 3. Difficulty in ra:sing capital
4. Owner in direct control
Partnership i. Easy to form 1. Unlimited liability
2. Low start-up ccsts 2. Lack of continuity
3. Divided authority 3. Divided authority
4. Difficulty in finding suitable partner
Corporation 1. Limited liability 1. Close regulation
2. Specialized management 2. Most expensive to organize
3. Ease of raising capital 3. Extencive record-keeping
Franchise 1. Smaller than usual capital investment | 1. Possible high franchisor fee
2. Prior public acreptance of product 2. Some loss of independence
3. Better than average profit margins | 3. Possible difficalties .1 cancelling contract
4.

Management assistance
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® ACTIVITY 52

Entrepreneurship
1.3terview guide

1. Namne of ent. ._ eneur

Name of entrepreneur’s business

Type of business orgunization

List products of business (goods and/or services)
Number of employees

List benefits of business to society

Chart growth of busir.ess since its inception

S S T o e S

Challenges in operating the business

\
‘

O
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ACTIVITY 83

What's the rate of interest?

INSTRUCTIOMS

Please visit a local bank to determine the interes. rate tha. they provide savers and charge borrcwers on various
types of accounts. For each option below, give a short description of the savings plan or loan in addizion to the rate.

Savings Plans

I. Savings account
Rate

Description

I1. Money market account

Rate

Description

II1. Certificate of deposit

Rate

Description

IV. Other

Rete

Description

(Continued) .
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Types of Loans

‘ I. Personal loan

Rate

Description

II. Commercial loan

Rate

Description

III.Car loan

Rate

Description

1V. Mortgage loan
Rate

Description

V. Other

Rate

Description

166




Name

ACTIVITY 54

Interest rates
and expected returns

INSTRUCTICONS

Write the current prime interest rate in the appropriate space in the fourth paragraph.
Calcuiate the total interest rate and write this number in the appropriate space in the four.h paragraph.

Ted and Mary opened a florist shop about two years ago.
Their business has been quite successful, and they are
thinking about expanding. They would like to move out
of their rented store into a larger building of their own.
They need a delivery truck and a new cooler so they can
keep more flovrers for their growing sales.

Finally, they would like to zeplace their old mechani-
cal cash register with a new electronic one that would
help keep inventory, tax records, and other ~counting
data for tire business.

Ted and Mary have assets worth $140,000, which they
could borrow against (their home and a rental property),

and $20,000 in cash. Their firm earned $40,000 after
taxes on total sales of $320,000 in the past year, most of
which: they used to support themselves.

They went to several banks that ali told them the
same thing. They could borrow up to $150,000 at the
prime irterest rate (currently %) olus an addi-
. aal 2% for a total interest rate of %.

Mary hasstudied each possibleinvestment and has es-
timated the return they could be expected to generate.

She has listed her findings on the table below.

Study the data provided in the table below and
answer the questions that follow.

Expected
Investiaent Cost return
New building $110,000 15%
Delivery truck 16,000 17%
New cooler 8,000 13%
New cash register and
inventory system 6,000 11%

1. Which of these investmeits should Ted and Mary make at the interest rate they have to pay? (Assume her

predictions are correct.)

{Continued)
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2. Dxplain why firms should always consider expected returns 2.d interest rates before they borrow money to
raake investments.

3. Do you believe Ted and Mary should spend all of the $20,000 they have saved before they borrow from a bank?
Explain your answer.

4. If the prime interest rate increased by 3% after Ted and Mary borrow $150,000 from the bank, how much more
would they be forced to pay in interest this year if they had a loan that varied with the increase or decrease of
the market interest rates? How important do you believe this might be to the financial success of their business?

Explain your answer.

Assuming the new and higher rate remains in effect for a year, it willcost $ —____ more in interest this
‘ year. (Amount borrowed x .03 = answer)

7
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Name

ACTIVITY 55

Comprehension quiz,

lesson 1;

PART |
Answer the following by circling the letter of the best
answer.

1. The rate of interest that a borrower must pay de-
pends on all of the following EXCEPT:
a. the risk of the loan not being paid back
b. the value of collateral the borrower owns
c. the price of the products the borrower sells

2. Afirm shoul borrow money to pay for anew machine
if its expected rate of return is:
a. greater than the interest rate
b. equal to the inte. 2st rate
¢. less than the interest rate

3. Banks earn money by paying depositors:
a. a lower interest rate than they charge
borrowers

PART I8

b. the same interest rate that they charge
borrowers

c. a higher interest rate than they charge
borrowers

4. Lenders demand interest to compensate themselves
for:
a. the risk they are taking
b. giving up the use of their money at the
present time
“c. bothaand b

5. If the economy is doing well and most businesses
expect their profits to grow, we should expect the
amount of money borrowed to:

a. decrease
b. increase
c. stay the same

A business named ." malgamated Applesauce, Inc. has three irvestments it is considering borrowing money to
finance. At the present time it must pay 15% for any money it borrows. However, if the prime interest rate goes
up or down in the future, the rate the company must pay will also rise or fall. The investments the company is

considering are:

a steam ccoker which should return 12% a year
a canning machine which should return 18% a year

a machine that puts cans in boxes which should return 15% a year

6. Decide if the firm should or should not borrow to make the investment indicated. Underline the action you think

the firm should take and explain your decision.

a. The firm (should/should not) buy the steam cooker because

From Master Curriculum Guide
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b. The firm (should/should not) buy the canning machine because

¢. The firm (should/should not) buy the boxing machine because

7. Explain why it is important for firms who borrow money to be aware of trends in interest rates.




Name

ACTIVITY 56

The lauwn .nd garden doctors

When Joe graduated from high school, he couldn’t find
a job he wanted so he went into business for himself
cutting grass. He bought a used truck, a used lawn
tractor, and a number of hand tools. Everything he
needed cost just over $8,000. Joe went door to door
asking people if they would like him to cut their grass.
Joe discovered there were at least eight other lawn
services doing business in town. Most people who
wanted to have their grass cut already had a different
firm doing it.

At first Joe tried to charge high prices because he
thought this would allow him to pay his bills and earn
a good profit. Many people he called on told him his
competitors’ prices were much lower. Joe decided to
lower his prices and soon he had quite a few customers.
In order to cut all the lawns he had agreed to do, Joe
had to work quickly and didn’t do = zood job. Some of
his customers told him not to come back because his
work wasn'’t as good as they expecied. Finally Joe ended
up charging the same price as the other lawn services

and did the same quality work. Joe wasn’t happy because
he wasn’t making much money.

Joe decided he had to do something to impi ,ve his
profits. He contacted a friend named Frank, who ran a
business caring for ornamental plants. When Joe went
to a customer’s home to cut the grass, Frank came along
and examined the owner’s plants. When he was ready
to leave, Joe gave the owner a free list i"rank had made
of plant problems along with suggestions for how the
plants could be made healthy.

Most of his customers were happy to have the list.
Some of them hired Frank to take care of their plants.
Joe and Frark became partners and found they could
charge higher prices because their lawn service had
more to offer than that of their competition. Word of
Joe’s new service spread and he soon had many new
customers. Joe and Frank changed the name of the busi-
ness to “The Lawn & Garden Doctors” and advertised
their special service in local newspapers. They now own
the most successful lawn service in town.

1. What happened to Joe’s business when he charged more than other firms?

2. What happened to Joe’s business when he did low-quality work?

(V]

. Explain how you know the business Joe started was in a competitive market.

4. Why do firms in competitive markets often have low profit margins?

(94

]

. What did Joe and Frank do that allowed them to charge higher prices and still have more customers?

T

[=2]

. Explain why their new business is an example of monopolisti» competition.
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Name

ACTIVITY 57

Most products sold as pain relievers contain one or more of four basic ingredients. These are:
« aspirin (acetylsalicylic acid)
+ acetaminophen

» ibuprofen
+ caffeine

The market for pain relievers

Go to a local store and survey the pain relievers offered for sale. Complete a form for each product. When you have

finished, identify specific advertisements you have seen or heard for each product.
Consider how the manufacturer is trying to distinguish its product from other similar products.

Product’s name

Price ver 100

Active ingredients

Is this product advertised?

If s, how?

Product’s name

Price per 100

Active ingredients

is this product advertised?

If so, how?

Product’s name

Price per 100

Active ingredients

Is this pr~duct advertised?

If so, how?

Product’s name

Price per 100

Active ingredients

is this product advertised?

If so, how?

From Master Curriculum Guide, Economics uwnd Entrepreneurship, Teaching Strategies © Joint Council on Econoniic Educa-
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Name

ACTIVITY 58

Pizzas

In most aveas there are many businesses that offer pizza for sale.

Identify three specific pizza restaurants in your neighborhood. Find the following information for each store and

answer the questions below.

When you visit the stores, try to look at the quality of their pizza.

Store No. 1:

Store No. 2:

Store No. 3:

Price of 12-inch pepperoni pizza:
$

Price of each additional topping:

$
This store tries to differentiate its
pizza fromn competing stores by:

Price of 12-inch pepperoni pizza:

$

Price of each additional topping:

5
This store tries to differentiate its
pizza from competing stores by:

Price of 12-inch pepperoni pizza:
$

Price of each additional topping:

. S
This store tries to differentiate its
pizza from competing stores by:

1. How much difference is there in the prices the stores charge for their pizza?

2. Descril2 any differences in the quality of the pizzas.

3. Describe the degree of success you believe the firms have had in distinguishing their preducts from each other.

4. Describe what you would do to try to improve your profit margin if you owned one of these firms.

From Master Curriculum Guide, Economics and E ntrepreneurship, Teaching Strategies € Joint Council on Economic Educa-
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Name

P ACTIVITY 59

Comprehension quiz,
lesson 15

PART |
Read the statements below.

Place a “T” in front f each of the statements you think is true and ignor2 the space below.

Pluce an “o™ in front of each of the statements yoa think is false; then write the statement correctly in the space
provided.

1. Products offered for sale by firms that sell in the same competitive markets are often quite different.

. Competitiv: irms are often called “price takers” because their customers are forced to “take”
whatever price they charge.

—__ 8. Firms that sell in the same competitive market all charge about the same price.

. Competitive firms often try to achieve product differentiation.

. Firms in monopolistic competition are more likely to earn good profits than competitive firms because
their products are more important.

‘ (Continued)
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PART I!

6. Explain two reasons why most single proprietorships do business in competitive markets.

a.

7. Describe one specific example you know of in which a firm has tried to distinguish its produets from others that
are really much the same.




® ACTIVITY 60
Circular flow model”

- Monoy Payments (Sales Dollars) y
THE PRODUCT MARKET
eeeeseeee e Flnishod Goodsand Servicas —dfaoms e e ece e e
- °

'Resource Owners ~ Business Firms

oo oee e oummip- Productlive Sarvicos oooooooooooo:
THE FACTOR MARKET

Monay Income Payments (Wages, Rents, Interest, Profit)

‘ *Source. A Framework for Teaching the Basic Concepts, © Joint Council sn Economic Edueation, New York, NY., p.23.
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Name

ACTIVITY 61 @
The handprint business

Your teacher has drawn four 3-foot-square boxes on the board. Some of your classmates are going into the
“handprint” business.

Your teacher will pay $.50 (pretend) for each traced handprint that is of reasenable quality and does not overlap
any other handprint.

In the first box. one student will have one minute to trace as many of his or her handprints as possible. The student
is paid a wage of $5 (pretend). When the minute is yp, add the number of prints made and see how much money
was taken in, compared to the cost of the worker, and how much was earned in profit.

Renpeat the process in each of the next three boxes, adding one more stadent/worker for each box. Reinember each
added worker must be paid the $5 wage. Complete the table below to help you answer the following questions.

When there the number they the worker(s) the amount
were this of prints weve were of money
many workers made was worth paid earned was
1 —_—
: o
3
4

1. What happened to the number of additional prints produced as extra workers were hired?

2. What happened to the value of added workers?

3. Why did this happen?

From Master Curriculum Guide, Economics and Entrepreneurship, Teaching Strategies © Joint Council on Economie Educa-
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Name

ACTIVITY 62
Sharon’s firewood

E

Q

Sharon is an elderly woman who owns 40 acres of wood-
land in rural Iowa. Sharon is too old to do much work
herself. Two years ago a tornado blew down most of the
trees on her land. Sharon was upset but th~.aght there
was little she could o about it. A few weuks ago, one
of Sharon’s friends suggested she hire some local high
school swudents to cut the trees up and s2ll them for
firewood. The man said she could probably get $45 for
each cord of wood, and most of the lecal farmers would
be willing to pick it up from her home.

_haron decided to try t*~ idea. She hired he: neigh-
bor's 17-year-old son Tim | sgreed to pay liim $§5 an
hour to cut wood for eight ...urs on Saturday. He used
a 6-foot-long cross-cut saw she owned anu a kand aze.
Working all day, he managed to cut cne cord of wood,
which Sharon sold for $45. Sharor paid Tim $40, which
left her $5 in profit. She decided to try it again. This time
Sharon asked Tim to bring one of his friends to help. To

1. Coniplete the following table.

her surprise, Tim and his friend were able to cut four
cords of wood working together. They explained that the
saw wasreally too big for one person, but the two of them
together could just “whip” right through those logs.
Sharon was thrilled. She paid the boys a total of $80 and
sold the wood for $180, earning $100. Sharanild the boys
to come back the next time and bring another friend.

The following Saturday, the three boys cut six cords
of wood. Sharon increased her employment one more
time to four boys but discovered they cut six cords, just
the same as the three boys had cut the week before. She
became a:igry at them and accused them of being lazy.
They denied it and said there really wasn’t muck for the
fourth boy to do while two boys . ed the saw and ore
the axe. She decided to kaep on with her business but
to employ only three boys.

Consider the information above and answ
1ollowing questicns.

. the

When Sharon they cut she paid she sold
had this this many them the wood and
many workers cords this much for earned

3

4

2. How does this situation demonstrate the principle of diminishing margival productivity?

{(Continued)
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3. Why couldn’t four bsys cut any more wood than the three?

4. What might Sharon have done to increase the value of the fourth boy?

5. If Sharon found she could sell only four cords of wood a week, how many boys should she hire?

6. How does this example demonstrate the fact that the demand for labor is a derived ¢ snand?

7. Identify an example of each of the four factors of production in this story.

Land

Labor

Capital

Entrepreneurshin

179
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PART |

Name

ACTIVITY 63

Comprehension quiz,
lesson 16

Answer the following by placing the letter of the coirect definiticn in the blank in front of each term.

PART Ui

2. diminishing marginal productivity B

Term Definition

. derived demand A. the price a firm charges for its products
times the number sold

. things used to produce other goods and
services

3. factors of production

C. awillingness to purchase a factor of produc-

4. total revenue tion that depends on a firm’s ability to seil
its product
5. total cost D. the difference between the anlount a firm

takes in when it sells its product and the

6. profit margin amount it spends to make the product

E. asmore workc sare hired, apointisreached
where each additional worker results in ever
smaller amounts of additional production

F. the amount spent by a firm to be able to
offer goods for sale

Read the story below and answer the following questions.

The Apex Golf Ball Co. hus had a good year. It has been able te seli as many balls
for $1 €. ~h as it could manufacture.

To make golf balls, the firm must pay for labor plus $.40 per ball for other expenses.
At the start of the year, the company emplcred 10 workers who were paid $60 a
day including ail fringe benefits. During the year more workers were hired, ane at
a time, until there were 15 workers. The company didn’t buy any more machines
to make balls.

The owners gathered data about what happened and organized it in the table below.
They \ried to analyze the informaticn but aren’t sure what it means. They have
asked you to study their data and answer the questions that follow.

(Continued)
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Apex Golf Balls Firancial Data

Balls Sales Other Total Total Total
Workers per day perday costs wages cost proflt
10 4,000 $ 4,000 $1,600 $ 600 $2,200 $1,800
11 4,350 4,350 1.740 660 2,400 -
12 4,650 4,650 1,869 720 2,580 -
13 4,800 4,800 1,820 780 2,700 ———
14 4,900 4,900 1,250 840 2,800 -
15 4,950 4,950 1,980 910 2.880

7. Fill in the total profit column by subtracting the amount in each total cost column from the corresponding

amount in the sales per day column. The first one has been done as an example.

OWNER QUESTIONS

8. Why does the number of additiona! products produced keep going down as we hire more workers?

9. How many worke: s shouid have been hired?

10. What is the most profit that could be earned in a day?

11. We expect the cost of our raw materials to go up to $.50 per ball. What should we do to protect our profit

margin?




Name

ACTIVITY 64

Effects of government
un the entreprevieurial entery rise

INSTRUCTIONS
Imagine that the following statements are headlines of articles. Each of them relates to governmental intervention

in the marketplace, especially for the small business owner. For each headlir 3, indicate the following:

a. Why the government has intervened
b. What effect the intervention has on the owners of small businesses who 1re affect' 1 by the action

1. Restaurants closed by public health inspector because of cleanliness violations

Reasoning for interve..cion

Bffects on small businesses

2. Government program provides free advice to entrepreneurs

Reasoning for intervention

Effects on small businesses —

1 8 2 (Continued)
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3. Minimum wage increased—affects many arca small businesses

Reasoning for intervention

Effects on small businesses

4. Inexpensive courses in small vasiness management funded by the government

Reasoning for intervention

Effects on small businesses

5. Area firms install n2w equipment to make work areas safer

Reasoning for intervention

Effects on small businesses

6. Area firm fined by government for using misleading advertising

Reasoning for intervention

Effects on smaii usinesses

(Continued) .




7. Based on the previous instances of government intervention, complete the following statement:

' Government affects small businesses in a number of ways. Some activities, such as

encourage small business development. If these activities

ave successful, the direct couts of these activities to the firm are less than the increased profitability that results.

In other instances, government contributes to the cost of doing business. Examples include _.

Generally, thes.: forms of intervention are meant to protect or aid a particular group who works for
or buys goods and services from small businesses.

8. Many entrepreneurs believe there are too many regulations aimed at smail business. They believe we should
have more of a :aissez-faire economy. Why do you think this belief is held by many entrepreneurs?




Name

ACTIVITY 65

Bateswille

INSTRUCTIONS
Read the story and answer the questions below.

Batesville is a rural town in the Midwest with a hig’
rate of unemployment. The only industry in town, a
chair factory, closed dewn four years ago. Since then
many of the people who lived in Batesville have moved
away. Nearly everyone feels poor and depressed.

Last week some industrialists from Chicago came to
Batesvilleto announce that they wanted to manufacture
fertilizer in the building the chair business once owned.
They said rebuilding the plant would require an invest-
ment of over $20,000,000 and employ 120 people. When
the factory finally goes into production, it would create
45 full-time jobs and put about $1,300,000 into the local
economy every year.

At first almost everyor. was happy with the pro-

posal. .uie even suggested to the town leaders that
reduced property taxes should be given to the firm for
the first 16 years to make sure that it moves to Bates-
ville. Others were a bit mere skeptical. They were con-
cerned about the effect that fertilizer production would
have on the quality of their air and water. Residents
with homes located close to the former chair foctory
were concerned sbout their property values if the fertil-
izer firm moved in.

A town meeting was called to discuss the matter. The
various points were presented.

Please clarify various viewpoints by answerinz the
following cues.ions.

1. Ore person indicated there ar : tremendous benefits to almost everyone in Batesville. Therefore, the town si.0ald
provide this reduction of property taxes in order to encourage the firm to locate their operation in Batesville.

a. In what ways would the entire town bonefit if the firm moved into Batesville?

b. Why is the property tax reduction a way to get almost everyone in the community contributing to the

incentive for the firm?

Y
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2. A presenter also mentions that some of the citizens brought up concerns that focus on additionai costs to the
residents because of the presence of the new fertilizer plant.

a. What additional costs are generated to all residents of Batesville if the plant creates considerable air and
water pollution?

b. What additioral costs are generated to the residents of homes close to the old chair factory if the fertilizer
business moves into Batesville?

c. How can government alleviate those concerns?

‘ ' : ] (Continued)
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3. Asseenhere, government intervention can lead to activities that encourage businesses and discourage businesses.
Explain what this means in relationship to this situation.

4. From what you have read, do you think the plant should te converted to produce fertilizer in Batesville? Explain
your answer.




Name

® ACTIVITY 66

Comprehension quiz,
lesson 17

ANSWER THE QUESTIONS BELOW:

1. Name three ways in which government can decrease the costs of a small business and provide reasons why
government would provide these benefits.

2. Name three instances in which government can increase the costs of a small bu iness and provide reasons why
government would put these actions into effect.

3. Sometimes 'he interests of the small business owner conflict with the inter« ots of others in the society, such as the
consumer, e wage earner, or the general citizen. Provide three examples showing how this prineiple is true.

4. New business development in a community has many advantages, such as more income in ..1e community, more

tax revenue, and mc. jobs. There can also be a negative side for new business development. Name at least
three disadvantages that may be present in new business development.
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