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A. SYNOPSIS

1. Purpose

Project H-153 is a U.S. Office-of Education Cooperative Re-

"search Grant to San Jose Staze Collepe to develop and evaluate a

twelfth jrade one-secmester economics course, suitable for students
at all levels of achicvement and scholastic ability, to be taught
by the averajge social studias teacher. The course is intended to
inplement the National Task Force Report of 1961, Economic Educa-
tion in the Schools, which called for a hizh school course to de-
velop student capacity for econonic reasoning,; and made recormenda-
tions about the contont of such a course.

The project was funded for the period 1 July 1964 to 1 July
1966. The objectives of the jrant were to attenpt to complete an
economics course and &ll related teacher and student materials,
and to evaluate the effectiveness of the completed course. The
tentativeness of these objectives reflected the recoinition by the
Office of Education staff and the primcipal investigators that pro-

bably the,project could not be completed within the two-year con-
tract period.

An anenduent to tile jrant extended the purpese of the project
to include a suumer workshop in the surmer of 1965 to train tea-
chers who would ke trial use of the course in the spring of 1956.
At the present tine the Office of Education is consideriny a sé¢ond
armendnent to finance & teacher training workshop this summer, to
extend the project throush the summier of 1966 and to expand the
audio-visual and evaluation programs.

2. Rationale

The need to develug 2 twelfth jrade ccononmics course is sum-
marized oy the followinj arzurients taken from the 1961 Task Force
Report:

1. The ;rowth in complexity of econ. 'ic issues demands better
2 » 4
econonic understanding. (p. 7)

2. There is a need to unicrstand the role which zovernnent agen-
ononmic wulicias,
"In the final analysis, the effectiveness of govern-
ment depends on the capacity and understanding of

the people...If they are tu exercise their 3Jreat po-
litical pover responsibly and effectively, rore of



Jur people nust ‘know nore about our econony and {
riust learn to think about econonic issues objec
tively a:nd ratioually."™ (p. 8)

3. Most of the Auericau people have little traiuing iu economics. .
Only about five per ceut of the hih school students take a
‘separate ecouorniics course., Half of the students study ''Prob- ‘
leris in American Democracy'" which devotes considerable time
to the subject but is .ot based oua a theoretical treatment.

(p. 8)

4, The ecoriomics, whether tau:ht in econownics. courses .or prob-
~-lems courses, is "jenerally descriptive and all too often dry
and sterile." There is little attention jiven to econanic [
thecry or analytic thinkin3., (p.9) . /

5.. -The teaching materials are inadequate. "The treatment in |
© textbooks is mainly descriptive, econuriic analysis is almost )
.entirely absent; the reasonin: often loose and superficial;
value judiments of the authors, 2enerally unidentified as such,
abound.' (p..9) ' :

6. The teachers are mostly unprepared to teach the subject. (p.

10) : {
1. There is the problen of public attitudes. Althou;h'there has
' been a zrowth 2f iuterest in ecomomic education, it is not I
always disinterecsted. S : N

“"Unfortunately, it is necessary to recoguize that
wany individuals and jroups see econsmics -in the
schools as a device for stressin their own pri-
vate views."

e

Such attitudes make it difficult for teachers to deal with the -{
necessarily controversial issues which arise in the study of
econonics. (p. 11) : ' ce .

L 5

Nev studies reported in the lite: :ture un ccononics education .
support the rationale stated in the proposal. In fact, these stu- l
dies show an increased awarcness by tecachers and adninistrators of
the importance of twelfth srade econoniics and of the problens in- _
volved in providin; an effective course, l

In the spring of 1965 the National Association of Secondary
S:hool Principals coupleted a survey -2 the teachinj of ccononics i
in U.S. high schools. 411 public and private hizh schools enrcll- '
in3 300 ‘or niore students were polled and 50.9 per cent of the 12,331
schools responded.l The survey showed an increase in the percentage

'
e M —
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of hisgh school students enrolled in a separate course in econonics
from 4.7 per cent reported in an earlier study to 6.1 per ceut.

Of schools respondiny, 69.8 per cent repyrted offering a separate
course in economics, 70.4 per ceat 3f these courses are e¢lectives.
Not vnly has there been an increasc in cconowmics courvse offerinis,
but many schools indicated plans t> introduce courses in the near
future.

#,.,Hundreds of the returns renarked un “'plans'' and
programs” curreatly bein; or about to be initiated.
Furthernore. the number <f those statin; the belicef
that econoics could not or should not be tausht be-
low the collee level could be counted on the fingers
of two hands.,

"The findin 3s indicate that the trend is toward a de-
liberate desiyn which will include soue economic ma-
terials and concepts appropriately throughout the cur-
riculun from kinder-arten throu:h the senior hizh
school., As such a projsram: becomes operative in more
and wiore school systens, the quality and depth. of
econ>iic reasonin i and understandin; to be achieved
by an econoiilcs course i the 12th jrade will mean
that an increasing number of our citizens will nake
econsmic choices and decisions with wore conpetence
and wisdun,'3

Teacher trainin. scened to be a wajar constraint ua effective
ceconomics educativi. Althouzh au encourasin jly hih percentaze of
teachers teachin separate courses in econonics had a ninor or wiajor
in econonics, still, roushly 50 per cent 5f these teachers:have had
only two cslleze cconomics courses, or less. Roushly 89 per cent
of teachers of other courses which include some econonics have. corm
pleted two college econvnics courses or less .4

"The most frequently nenticned problen faced by the
hish schools in carryin; -ut their hupes and plans
for ceconomic education is that of finding teachers
who like the subject and can make it imnterestins.
"OQur rain need is 2 qualificd teacher" is the 'thenme.
songs' of the many who comriented on this ;;n‘ubler.l;”5

3. Objectives

The final pr.oduct of the current research and deve.lopr.)ent will
be the ECON 12 teachin; systen. I« will have three parts or sub-
systems: - '
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1. The ECON 12 course designed around specific behavioral and
experiential objectives and includin; both teacher and student
materials. Teacher naterials include a lesson plan consisting
of carefully worked out nodel lessons for the conplete course.

2. Course evaluation instruments, for teacher and student, to de-
teraine the extent to which the course objectives have been
achieved.

3. The teacher traininj program which includes 1) a training
course in the ratiovnale and proper use of the ECON 12 course,
and 2) a teacher supervision prucedure to aid teachers teach-
in3 the ECON 12 course for the first tine.

One of the primary objectives of the project has been tu desijn
an adaptible course, that is, a course that will satisfy the demands
for teaching econonics in most high schools and which a school dis-
trict can introduce with mininum aduiinistrative dislocation and
personnel stress. The adaptibility lies in three things:

1. The nmvdel lessons are desiined to give the teacher freedom to
adapt the course to his own needs.

2. The units, and lessons within the units, are flexible. Adap-
tations for 612 week units for Government and Problemns course
¢an be made by elininating a unit(s) or lessons within units.

3. Althoush cusipned for twelfth jrade level, it can be tested
in and adapted for jrades 9-11, and for economics courses in
teacher and adult education.

In sum, the ECON 12 systen is a majsr advance in solving the
problenis of teaching econonics to teenagers and adults with no pre-
vious knowledsze 5f econumics and with no part:icular initial apti -
tude ur interest in the subject.

4, Cooperatinz Apencices

The pruject is bein; carried out in conjunction with the
three-year Developrmental Econonics Education Projram (DEEP) grant
from the Juint Council on Economic Education to the Contra Costa
County Department 5f Education. The purpose of the County DEEP
project which began in September, 1964 is to develop a program in
Economics Education, K~12. The twelfth jrade course beiny devel-
sped under H-153 is one part of this county projram. Because of

this coordination »>f effort, the ECON 12 teachiny system is being
 tested in fifteen of the county's twenty--one high schools. Most
of these high schosls (as well as some others) expect to introduce
the cuuvrse either wholly or in part as a permanent part of their

—
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social studies curriculumn.

The Contra Costa County Project is part of the nation-wide

DEEP projran sponsored by The Joint Council on Economic Education.
The Joint Courcil's objectives for the three-year pro-ran (Septen-
ber, 1954--67) are to initiate on-3oins prograns in economics edu:
cation in soue thirty school districts throushout the country, to
encouraze development »f materials and evolving solutioms to tea-
cher training problems throuzh these projects, and to disscminate
the worthwhile achievenents of the DEEP projects.

The Contra Costa County Departuent of Education coordinates
curriculwa research and teacher traininz of all interested school
districts in the county, and the Joint Council on Econonics Educa-
tion aids in publicizin and disseminatin3 econonics education pro-
Jrams throughout the country. Needless to say, the ECON 12 project
benefits greatly from its association with the Cuunty Departrnent of
Education and the Joint Council on Economics Education.

B. ECON 12 -~ A TEACHING SYSTEM
We have attenmpted to apply enjineerinj principles to desizn-
in3 and disseminating ECON 12. This means two things. First, the

course and its dissemination is considered a systen. Second, the
systenn is desijned and developed by systematic procedures.

1. A Course as a Systen

A system is an entity which perforns a set of specified. observ-
able functions. It is made up of interrelated components, with spe -
cified, observable functions. Often these component parts can be
grouped into subsystens. The proper functionin.y of a system re-
quires the proper functioniny of all its parts or subsystems. In
order to insure proper functioningj, a system nust be self-correct:
ins. This characteristic is achieved throuth internal feed-back
mechanismns throush which errors can be detected . diagnosed and cor-
rected without a breakdown in the system's performance. The ECON
12 system has two main functions: it is a course and teacher train-
in: proyran which enables moust students to succeed in achieviny the
course objectives; it is a practical solution to teachinjy econonics
in hish schools throushout the U.S. at the present time.

The ECON 12 system has three main parts, or subsystens, as des
cribed under Objectives:

1. The ECON 12 course,
2. Evaluation instruents and procedures,
3. A teacher trainin? prouranm.

~
2 O
-
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2. Course{lDesi ryy  Applyins Systen Desi.zn Procedures

Ve,

SystemS"’foyi‘,'n procedures require the following steps:

1. Specify the desired level of functioninz of the system . (for a
course this wecans statin: the jeneral educational objectives
in terus of observable student behavior) .

———A— St

2. Spe’ i fy the required performance of the system's components
to insure effective operation of the system.

A

3. Desi ;n components which perform their function in the system.

L

4. . Design internal feedback to 1insure the continual functioninj
of the system.

5. Test components and the systen to determine the extent to which
assizned objectives are achieved.

6. Redesi»n and test until the system operates at the specified
or some other satisfactory level of performance. -

————

7. Test the system to state its jeneral perfornance characteris-
tics and the variations in performance levels under different
conditions. :

g é

[

The sequence of developuent activities for ECON 12 are as fol -

lows: i
1. Assess the conditions under which learnin; takes place- De-~ .-
ternine the interests, abilities and needs of students and
teachers, physical and social school environnment. a
2. State educational ub jectives of the course which are consis-

tent with these conditions of learniny.

3. List subject cantent, skills, and attitudes students are to )
learn. '
4. Organiza these into a tentative course outline consistinj of }

units and lessons within units.

5. Define the purpose of any ;iven unit by statinj jeneral objec- i
tives of that unit, breakiny down the unit into lessons, and
statinj the 3eneral purpose of each lesson.

5. Desizn lessons by specifyin j behavioral objectives and learn- .
ing experiences, and desinin; the necessary teachinj materials.

Q -11
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7. Test the course through its trial !in a variety of schools and
classes. Evaluate course performance by testing student achieve:
ment of behavioral objectives, teacher evaluation of lessons,
and evaluation of classroon activities by supervisors.

8. Desizn a teacher training and supervisioun pro3ran.

9. Revise lessons to conforin to information learned in the trial
use of the course.
13

10. Train teachers.
11. Try out revised course and evalulte its effectiveness to spe-
cify the characteristics of the completed system. (If time

and money permit, additional revisions and trial uses of the
systems course can inprove its effectiveness),

C. THE ECON 12 COURSE: CONTENT AND CHARACTERISTICS

1. General Course Objectives

After a careful study of the literature un economics educa-
tion and discussions with leaders in economics education projects
throushout the country, with teachers and school admninistrators,
and with labor and business leaders, four seneral objectives for

a hizh school economics course weré'identified:

Students should learn necessary infourmation about the func -
tioning of the U.S. Econowy to enable them to prumote and protect
their own persnnal interests. In particular, they rwust learn to
buy wisely, tou sell their services astutely, to save and to invest
wisely, and to.understand and make use >f public and personal wel-
fare programs such as social security benefits, insurance prograns,
and health and recreation facilities and services.

Students should be familiar with the function and services
rendered the public by certain inportant sroups of economic insti -
tutions, such as businesses, labor unions, banks and finance con-
panies. They should appreciate the benefits ts the individual and
to society of the prufit incentive systen which is at the base of
our market econony.

Students should learn ecunomic reasonin:; and institutional
facts which will enable them to become responsible citizens who
vote on the basis of a lugical evaluation uf issues, who partici-
pate in politics as volunteers or as professionals, and who devote
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time to public service.

Students should become familiar with the types of problems stu- S
died by economists and the techniques or methodolosy of the disci -
pline to (a) learn economics for econonics' sake; (b) to create in-
terest in the subject so that college-bound students will take ec
snomics courses in college; (c) to learn the importance of econunic
analysis and research in solvinfg social and poulitical prublens.

N

Althouzh course content is chan,.;ing,6 an analysis of hish
school economics textbooks reveals that the traditional approach |
to teachin; econoriics has cnphasized the points riade in the first !
two paragraphs above, has shown sone concern for the goints in para-
3raph three, and has pretty much ijnored the problenms stated in the
fourth parajraph: Textbooks and courses include units on economic !
institutions, consumer econonics, and current econonic problems such
as the fara problen, labor-manasement relations, problems of inter-
national trade, automation, urban 3rowth. New texts are bejinninj |
to study macrreconsnic problems of econunic zrowth and stability.
However, these problems are rarely desi;ined to be student centered. .
Instead, they are riven a drab textbook treatment--an obJectlve {
surmary of the problem and of the various :solutions to- the problem. |
This "overview" coverase does not challenje the student ts learn
about or try t» study the ratisnal solutions to the problemn. -

g

2. The Relation »5f Course Or'anizatlJn to th; “Structure o>f the
Discipline’

.
L ———r

The recommendations »f the 1961 Task Force Report on Econouic
Education were used to set the limits on the theoretical and enplr }
ical content to be covered in the course.

The Task Force Report recomnended an aluost complete coverage
vf the subject natter of the discipline as well as trainin; in ec-
onomic reasonin3. Althoush eventually it may be possible to desiin
an ecosomics curriculuny, X 12, which will provide students with .
this broad comprehension of the discipline, this ubjective seens \
unattainable if the primary (perhaps only) introduction to ecunomics '
is throush the twelfth rade course. For our purposes, it was nec-~
essary to reduce the recormended conteént to some practical mininun |
achievable by most classes and, at the same time, to design & course i
which would achieve the main objectives sousht by the Task Furce
nembers-+~to develop students' econonic powers of reasuning and to
enable students to learn the ba51c principles Jf vperation of the
U.S. econouwic systen.

PR

[ N}

After consultation with economist consultants and a review of
. the classic studies on the nature of eccunomics, we produced a state- -

——
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nent delimitin} the boundaries of subject matter and summariziny

the methodoloy basic to the science of economics. Concepts basic

to the structure of the discipline were isolated and their inter- .
relations stated. A definition 2f econimics was constructed which K
would serve as a basis for detemining subject matter and formas of
.inquiry to be included in the course. This description of the ECON

42 version Jf the structure and siznificance of economics is briefly
stated in the introduction to Unit I (Appendix B) and in the stu-

dont projrammed instruction baoklet which is part of Unit I, Lesson

7 (Appendix B). The content outlines for the seven lessons in Unit

I 3ive the complete statement.

The conceptual framework uf economics develusped for use in de -
signing ECON 12 is an inte‘ration of the work of Lionel Robbins .and
Kenneth Bouldinz, It is an attenpt to wmake more uperational Pro-
fessor Robbins' classic definition of econumics: ™'the science which
studies human behavior as a reclationship between ends and scarce
means which have alternative uses.”’7 This is an e¢lepant defini-
tion and it provides students with 2n important frame of reference
with which to enter int> a study of econumics. However, in an in-
troductory course it is important to Jescribe some more -or -less
definable arca of study. Therefore, it is important to adnmit that
economists do tend tu linit their area of inquiry to the study of
social organization to carry out five basic economic activities:
production, exchange, consumption, savin3, and investment.

. The parts of the course related to the uperation of the U.S.
market syster: are heavily influenced by the work of Oskar Lanze on
the function of the price systen, Robert Dofrman on price theory,
and Richard Caves on industrial organization.e The macroecunomics
section of the course attenpts to make comprehensible and vital the
influence of the Keynesian Revolution on the development of U.S.
monetary and fiscal policy by intrnducing students ts the recent
work of the Councils of Econonic Advisors to the President, >f Rob-
ert Musgrave and of the staff of the Congressional Juint Econunic
Comittee.? '

The conceptual framework of the ECON 12 course is one of nany
orderings of basic econonic concepts and ideas. Althouyh there may
be differences in organization, there seems to be wide ajreement
anon; econoists on what constitutes the basic concepts and on the
nature of econonics as a social science discipline. This consen-
sus anon econdmists is reflected in the current econumics curri-
culum projects throuthout the country, It is evident f£rom a cou-
parison of Unit I »f ECON 12 with the Scnesh primary i;rades' social
studies course, and with the economics units bein developed in the
Ohiv Stage ecounomics education project.lO0 These courses are all.

conplimentary to each other, even thoush they are independent pro-

jects for different jrade levels, and each emphasizes different as-
pects of economics,

L L

-~
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3. Course Content and Orpmanization

Fron ‘the ana1y51s presented in the precedlnw two sectlons it ]
seens apparent that .a course is needed which actually does prepare {
most students to becone astute narket partlcipants responsible and

.rational votln cltlztns, and advocates of scientific solutions, to

uocxa problens.” The course should also be cha11en"in enough to- R
c011e1e~bound students to encourage them to enroll in collepe ec~ '
onomics courses.

We accepted these four objectives as the main reasons for . ,!
teaching econunics; we accepted as valid the criticism of the tra-
ditional institutional appriach to teachin( econumics, and we made :
the followinr decisions about the charactcristlcs of ECON . 12 {

b Thé,cgurse will be primarily a StUdY of the U.S. eccnumy. L

2. it will be or'anlzeu around the theoretical franework of tne
disclpline which can be used to study all problens in econ-
omics. In particular, the course will emphasize the underly !
ing principles which .affect market decisions, and the princi*
ples which determine growth and stability of an econuny

3. .Students will study these bas1c princlples by applying then v |
to concrete exanples and problems through the use of increas:- '
inzly elaborate casc studies in which students are supplied
the rclevant data and learn to use the data to draw 1nferences i
about the aspcct uf the economy belnv studles.

4. Throughout the study of the u.s. econony, the focus w111 be ' i
on the analysis of the relatlon between narket forces and aov~ )
ernment action in econcnic decision making and in the perforn—

" ance . of the econuny

5. There will be no systematic study of economic 1nat1tutians,
that is, nc special units on labor unions, bankiny, corpora:
tions, or farming. Xnoswledze about economic institutions will !
come from exanples and case studies chosen from a limited num-

_ber »f areas. Thesc subJect areas will be used throuj hJUt the
course and will be chosen accord.n3 to two criter;a._ to illus -
trate the operation of major econcmic institutions and major

econonics in the world; .and to infona .students about economics
subjects in.which they have expressed an interest. {

R

The present ‘course outline is detalled in Appendix A. Trial
use of Units I and II this spring indicates. that, for most classes, ‘
this jeneral arvanizatlon is adequate. As presently organized, the
course is. div1ded 1nto .three main units and three optlonal units.

Aruitoxt provided by Eic:
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The main units will require fiftesn to eiyhteen weeks to counplete,
and the optional units will be desizned to require appruximately
two weeks each. The last three units are optional in the sense
-that they are not aecessary to th2 main objectives »f the course.
They arc included to increase course coverage Jf subjects and to
provide fast classes with additicnal units ->f study.

Unit I is a four-week unit desirned t. comnit students to stu-
dying ecounuriics by alertinj them to the inportance of economic an-
alysis, and to arouse their interest in the subject and wethods.
Students are introduced to the basic conceptual framewsrk employed
in the rest of the course: the scarcity problem, the partial so-~
lution of scarcity throuzh specialized production to increase re-
source productivity; the reliance of wodern sucieties on money and
exchan;ie; the orjanizatiin Jof economic activity as an econonic sys-
teri; the need to study the nmicro and macro aspects of this ecunomic
Jranization; the existence of conflicts Jf econumic interest in
society; the solution of conflicts throuzh tradition, cormand and

market forces; and the use of ratinnal procedures to form economic
pulicies.,

These concepts are intraduced in simple form. Students relate
then to each sthex and apply them to simple concrete examples. The
unit gives a total picture of the scope >f econonics and furnishes
students with a basic vocabulary, a 3roup »f skills and a point of
view about economics. In later units, these concepts and skills are
develouped further throush their application tu increasinj3ly more
complicated cases and economic problens.

In Unit II, which lasts six to ei:ht weeks, students study the
interaction of market and jovernment forces t. determine the alloca-
tion of scarce ressurces anon; alternative uses, After a brief
study of the theory of demand and supply and the operation uf pure-
ly competitive and pure monopoly markets, students study and eval -
uate the efficiency uf specific product and factor markets in the
U.s. From this first-~hand study £ the way competition works in
yiven markets, students are jiven a chance to jeperalize.about the
nature and effectiveness uf the U.S. market econoymy, and about the
effectiveness »f jovernment controls sver markets. '

Unit III lasts four to six weeks. In this unit students study
the interactiun Lf narket and ‘jovernment forces in determins chan-
pes in the agoresate level of income and enployment, and the rate
of growth of the U.5. economy. The unit provides the theoretical
and institutional framework necessary t) study the success u° the
U.S. econuny in achievin:; three fundanmental social poals: £ull em--
ployment, a steadily increasing standard of living, and increasing
individual cconsnic security and justice. Students will evaluate
controversial natisnal economic policy issues in class. These ex-
periences are desizned tu make students be;jin to develzp a consis-
tent set of personal values, and tu start t> form Jpinions about

.a
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public econumic policies which are consistent with these values.

. The three wptiovnal units jive students an opportunity t. apply
their newly learned skills and knowledje t> new problems; they,
pherefure, can review the basic parts of the course.

[ S,

Unit IV is a brief intruduction to problems of international
trade: the free trade arjuments, and the structure uf internation-
al monetary transactions. Unit V is a study >f the Russian econ-
omy: resvurce allucation decisions in Russia, problems Jf S.viet
plahners, the success uf the econumy in achievin ann.unced .uals,
and problems in comparing the U.S. and Soviet economics. Unit VI
is a study of India, a develupin; economy: the problems of identi-
fying and describin; an underdeveloped econumy, the specific prob~ i
lems confronting India, India's plannin;; procedures to encourage '
econumic jrowth, and the difficulties of achievin,; srowth in India.

v , .
Ly ot ———

D. COURSE DESIGN CHARACTERISTICS

1. Introduction

Teacher and student commitment t. the successful completion ‘
of the ECON 12 course are essential. Within the capabilities .f ‘
ECON 12 staff, the course will eventually be desiined ts necessi-

completingy learninj experiences and in achievin:y the course sbjec-
tives. It is, therefore, necessary to isulate the important char-
acteristics Jf students and teachers which affect successful stu-
dent learnin; and ty desin the course and lessun accordin; tu the
specific characteristics which brinj ab,ut the required student
responses.

The prucess of isvlatiny the relevant student and teacher
traits which affect successful learnin; is a major problem Of ed-
ucational research. We cannot hope £-or complete information, but
we are basin; course desin characteristics un data we collect
about students and teachers.

2. Teacher Economics Trainin:, Experience, Interest and Ability

Information about teacher -interest and abilities were based on
direct work with the 24 teachers who volunteered tu try out ECON 12
in Contra Custa County, frum a country-wide survey .f training and
interest in ecunomics >f all Cuntra C.sta County hih schuol social
studies teachers, and un the results uf two recent national surveys
on the teachin: of economics in hih schouls.ll

e N
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A survey of all 216 hizh schosl sucial studies teachers in

Contra Costa County in the fall of 1964 revealed the followinj in-
formation about teacher economics training, experience and inter
est in teachin; economics:

Per cent of teachers with f.llowinz economics training:

M.A. 2.4
B.A., B.S. 5
Minor 9
6 units to less than a Minor 52
less than 6 units 34

Total 100.4
B.A., B.S., in Bus. Adm. 1.8

Per cent uf teachers who are teaching or have tausht

ecunonics in past five years ., . . . . . . . 7
Per cent who approve of teachiny econvmics . . . 94

Our work with teachers suzzest both psicive and negative fac-

tors which riust be taken into consideration in desizning the course.
On the plus side, we found that the teachers involved in the ECON 12
experiment: -

1.

5.

are adequately informed about current events and practical
(personal) econonics;

are adequately trained in economics (the cumbination of work-
shop trainin. and structured course desi n provides sufficient
econonics backiround): ‘

want student respect and are concerned about 3ood‘;eaching;'
they, therefore, are interested in tryin3 new, sensible teach™
in; ideas; and are equally quick in rejectin; stratejies which
they cannnst make work;

are willin3z to accept help and directiun from subject matter
and curriculum advisors, and, in fact, are uften t.oo willin
to accept leadership from others;

are relatively patient about experimenting with the ECON 12
course,

We have also frund tecacher limitations which we nust take int. ac-
count: . :

1.

The jeneral lack of trainin: in econumics means that teachers
nmake nistakes when they venture out !lfb the ECON 12 cuntent;
they are usually unable to desin successful lessons on dif -
ficult cincepits, or techniques Sf arumentatiun and analysis.

bois
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Furthernore, lack .f formal traianin; nakes it Jifficult for

teachers to .rjauize an ec.n.nic c.urse alune because they are un -
aware of the importance and subtleties of ecununic concepts,

of the couplexity Lf economic problems, and of the need fur
the methuds Lf rijorous econuvmic analysis. This makes it im-
possible for a teacher to deternine the .overall choice an:
sequencin,; ,f content.

2. Teachers have a limited amount JLf time available fur course
preparation, and many Jdo not carry..on any serious pers.nal
reading prorar other than the readin; of newspapers and maj -
azines.

3. Many teachers do nut use student centered teachiny strate jies,
du not understand what they involve, and are linited in their
ability to chanue their custumary teachin; methods. R

4, For many tcachers, there is a deep and cynical dissatisfaction
wvith educati = aad abwut the i .gsibility of renely.

5. Teachers may detach themselves frum responsibility for effec-

© .. tive education of students. It then becomes difficult fur
then to experiment with ur learn new teachin.; methods which
require sclf-evaluation and objective diajnusis of student
behaviour.

3. Student Interest and Ability

Data un students have been wubtained from the trial use by the
principal investijators of an early version >f ECON 12 in twu classes
last sprin; (this exploratory teachin; was reported in the ECON 12,
March 1965 Progress Report), observations of twelfth 4rade econv -
mics classes.ouver the last two years, teachinz and curriculum con-
sultants' knowled e of students, and a review of the literature on
the socislugy of the hih schuul and classrounm learning theories.l2

This semester we are testin; student achievement in the trial
use cf ECON 12. The analysis of these tests and of student actions
in class will provide niuch needed additional data on which to base
assumpticns about student ability and interests.

From the trial classes this sprin.; we have sbserved seven cun-
ditions related t. student needs, all of which niust be thoruushly
explored and taken int» accuount in the csurse desiin:
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1. Student -teacher rapport is of basic iuportance for the success-
ful use of many student-centered teachin:; strategies;

2. The effect »f variations in student ability and interest Hn
the choice of appropriate subjects for study, fur materials
-used and teachin} strate,;ies enployed;

3. Students are linited in willin4ness to accept new educatiosnal
methuds; are :dependent un certain standard learnin; proacedures,
such as reliance vn a text and un learning by bein:y told.

4, It is questionable how relevant economics is tu the irmediate
needs and interests of ijraduating hish school students.

5. The extent to which their disaffection frum Lr impatience with
school limits designinj a successful course;

6. Students are uninformed about basic economic concepts, and
their skills in ratinnal thinking is limited.

7. Students are ambivalent about jrowin; up; they want respect,
but they prefer play to work.

4. Course Desi.in Characteristics and Uperational Pr.cedures®

This section describes the major characteristics of ccourse de-
sian we are empluoyin; to build in the necessary and sufficient con-
ditions  for student and teacher success with the course.

Full teacher cummitment and participation depends on how well
students respond to the course, the extent to which the teacher ac-
tivities fit the teacher's Lwn style and personality and how com-
pletely the materials and ursanization ease preparation and admin-
istration. 1In short, the course nust enable the teacher tu do a
32od job in the time he has available.

For students, movtiivation and willininess ty work depends :n
student interest in what they are learnin;. For wnost students this
depends on their own evaluation »f th. relevance uf the study to
their current lives and tu their future plans. A secund factor is
student ability tJ succeed in learuinj--their actual success, Jr
their success in earnin: jjoud rades. Finally, student participa-
tion depends on their respect for the teacher and the course.

This respect depends on the respect and spirit of fair play shown
students in the course and by the teacher.

a. Course .r:anizatiun and objectives must be completely and
clearly staed. :

1. The units an< lessuns within units must be identified and
placed in a su;ested sequence; , |

* The material in the appendices pr.uviiles exanmples Lf most Lf the
Jeneral statements in this sectiin.
~
[
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2. - The rati.nale for each lesscn wmust be thur.uhly understoud by 5
teachers. : :
The careful articulatinn of course structure and purdase re - ‘
lieves the inexperienced or inadequately trained teachers of
the task which he is least able cu do cffectively hinsgelf.
Furthernore, if the rationale is sensible and clearly stated, ‘

the teacher will more likely be able to convey thc 1np)1tauce
of the lessun tu students.

The precise statemcut of Jranization is essential, even fur ‘
teachers whu wish to alter substuntially the cuurse ubjectives in
their adaptation £ it to their own classes. Before teachers can ;
altes the orianization, tivey nust understand the rationale behind

the -2ssuon .or sbjectives they conteniplate chan.in,.

b. Lessuns nust be flexjibie ensuth to allow teacher to develop !
their own and student interosts and abilities. This flexibility
can be achieve'l by alluwin~ flexibility in lessun 9lannin; with re -
spect to the choice of lezvning oxperiences, materials and illus-
trative content. ' Lo

1. The lessun plan apells sut lessun objectives and content. 5

2. The materials- provide alternate ways of achievin; the exper~
ience and behaviyral objectives.

[SREE .

3. Teachers can ch.use between different subjects to illustrate
the principles bein:; learned in o piven lessun, between vary-
in; degrees »f individualized instructi.n and tutal class ac-
tivity, and between varyiny deisrees Hf teacher Jr student
control uf sroup activities

[ s | S

c. The twutal teachin.: systemn nust be desined to assure that
teachers will adapt the course successfully t> their uwn personality
and t. the necerds Jf their students. A teacher training course is
a necessary cutyoaent of tha system. The fact that lessons are snly
partially planne:dl in zlvance means that the success of the course
depends on the ability .f£ teachers tu complete the lessun designs .
and tv Jevelup their .wn teachin; str. .cjies. Since the course is i
desined ar.und recent thesries of curriculum, t> do this plannln'
teachers must be able t, use new teachln' Lechnlques

Vemesomat

The requiremcnt')f teacher c_rmitment to complete the lessun )
desin and to carry usut the teacher's function in the system, places
a rreat burden fur c¢iurse success .n the teacher. It means that an
essential part :f the teachin; system is a required teacher train-
in; prosran. The- necessary- teachcr traininz must be accomplished
throush a special in-service course desined tu comait teachers to
successful teachin— .f the course, to familiarize them with the {

e P
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course structure and content and t. provide the time and experience
in desininj lessons and devel.pin; effective teachin, strate ries.

d. Course and lesson oraanization should be desimed to facili
tate learnin by careful sequencin;j .f activities. There are at
least fuur kinds >f sequenciny in dJesijninj a teachin system:

(1) Sequence lessons anl lessun ubjectives to set up the
conditions f learnin; for subsequent lesszns, so that students

will have acquired the prercquisite skills and informatiosn required
for any siven lesson.

(2) Sequence lessuns and learnin:; experiences t. provide
students with continual and adequate reinfurcement Lf, and practice
in, usinz new skills and information.

(3) Desiin individual learnin- experiences and lessoun
materials so that the increments of new learnin; are not tou J4reat
for students. Make sure that the required learnin: is pussible for
students at a iven puint in the course.

(4) In desijznin; this spiral course desijn, sequence cun-
tent, objectives, and class activities %o provide a spiral learn-
in; of cuncepts, skills, factual information and attitudes.

(5) The sequencin; and tailoriang >f learniny described
here may lead t. sume student dissatisfactiun with what they are
learniny and how they are beinj asked t» learn, particularly in
the early parts of the csurse. Try to alleviate student complaints
by continually infomin} students .f the purpsse and sbject of each
unit, lesson and learnin:; experience,

e. Course activities, subject matter and materials sh.uld in-~
terest students. There are tws substantive parts of the course:

(1) The conceptual and methudulozical framework »f econ-
omics; and

(2) the application Lf this framew.rk to specific real
world conditions and problems.

The nccessity for substantial structuring of course Jbjectives
derived from the nced tu teach students the framework of ecunuomic
analysis sJ that they can apply it.

(1) The chuice of applications f ecununmic reasonin; is
nut crucial, and, therefore, should be made t) confurm to student
interests. Illustrati.ns, case studies, and problems and class
activities should be chusen tu interest students.

3
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(2) Materials shoull be in an idi.m an? style which is
is in harmuny with the perceptions and mudes of communication Uf
the teena ‘er. , )

(3) These choices nust be madde accosrding to actual stu-
dent preferences, not according t) alult hunches about student pre-
ferences. That is, they nust be basel -n infurmation cullected
fron students, uader conditiuns in which they are relatively free
of adult dominati.m. We are collectinr this Jata this syrin: by
vroucedures Jdescribed in Section H beluw.

f. Variability ,f student intarest anl neads rwust be recu:-
nized in desisninz lessons and materials. Hotc unly is it necessaty
to take avera:e sturlent interest int, counsideration, it is equally
inportant to recojnize the jreat variatims -uf students in the
twelfth prade. The importance Lf individual differences insists
the course be desined to provide sme individualized instructiun,
and should be, ) s:me extent, student centered,

(1) Wnen p.ssible, use stulent -centered learnin;. Allw
students t. chouuse what they study anl require them t. develop
their oswn procedures for completing assinments.

(2) Preparc materials which allsw students to chuuse from
a woup of case studies and problens, both individually and as a
total class.,

(3) Use pru rarmed instruction ko teach vocabulary, com-
plicated principles, learnin; which requires stulents t. practice
the new skill, »r t» learn to make rather fine discriminations.,

Prosrarmed instruction can relieve the teacher from teachin,; dif-__

ficult material, can reducc class time teken for such learain-,
and can all.uw students t. learn difficult subjects at their .wn
pace. Use f pro;rarmed instructions can inprove the tining or
pacin: of a less,n by reducinz the time spent on troublesime, bu:
really only noderately sisnificant, learnina.*

(4) Linit the usec of time «consunin.; inductive learnin?
sequences t. student discuvery of the must important 3zeneralizations
in the course. Use prorammed instruction to jet students to in-
duce for theuselves other less important rules or neaninis sf con-
cepts by wroviding exanples from winic  students derive the rule ur
concept.,

3. Me:ldia and teachin: strate:ics should be chusen and desi jped
t, maxinize their effectiveness in achievin~ the course Jbjectives.

(1) Desin the cuurse so that it can be cumpleted by nun-
readers vf avera.e intelli :ence.

(2) Include a2 text in the learnin; uaterials, but limit
its use t., swmarizin; what is to be ,r what has been learned.

* See Appenilix F - Pr.ran .n C .oparative Advantae.

Q
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(3) Use a wide variety »f media aand teachin; strateiies
to> make the course more interestin; and tu provide a means .f chanj-
ing pace.

(4) In chisssing the specific media »r teachin:; strate :y
in achieving a iven objective, chuuse the media .r stratesy which
is well suited for the assijned task (e, 3., In Unit I, Less.n 5, we
use a four ninute sinjle concept film t> show an aniwated circular
flow diagram. Tuis odel shows the time dimension of econonic pro-
duction and consumption.)

(5) Exuycriment with usin; tw. .r nmore madia tosether (e.
Ses In Unit II Lesson 2 un nodels, a film and projram are used to

gether to help students learn the functions »f nwdels in ecoasnics).
!

E. . DESCRIPTION OF LESSONS AND COURSE MATERIALS

1. Lessoun Structure and Teacher's Lesson Plans

The lessun plan fur each lessun provides the teacher with a
complete description .f the purpise, content, behaviural .bjectives,
learnin.; experience Jbjectives, su ;'ested sequence »>f learnin; ex-
periences, and the ranje of correct answers to student assijnments.
The ratisnale .f the less.n--its imprtance t. the rest of the c.urse
and the reas.ns Eur chiosin} the particulax .bjectives an! learn
inj experiences - is sunmarized in the statement of purpose and in
a summary chart.

New evidence about how c.mplete and clusely structured less.n
plans sh.ulld be has led tu periodic chan.ges in the content of the
lessun plans. Als., less.n plan format has been altered continu -
susly from lessun ©. lesson in .rder t. incorpurate more efficient
ways of describin: the less:n. All Jf the lessun plans for Unit I
are hi thly structured. N.t ,nly are sbjectives and content completely
specified, but we ;ive a c mplete sequence .f class and h.omework
activities, and we describe a su;;ested Jay-by-day prucedure for
carryin .ut these activities.

Our experience this sprin: has forced us to rec.nize. the nced
for more flexible lessuns. In Secti.m D-4, above we described h.w
we intend t» provide this flexibility. In this section we will sum-
marize the structurin; ,f lessons aad the lessun plans of the first
test versiun sf less.ns in Unit I anl] II1. We will then use this ‘les-
cription t: illustrate the chanzes we intend t., make in less.n struc-
ture. (Tw. sanple less:n plans are include in Appendix D and E)

The Lessun Plan fur a less.n is a statement Lf the less.n
structure and is made up Jf the f.ll.win; parts:

-y
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Purpuse >f the Lesson. The purpose briefly outlimes the main
behaviural and experience objectives f the lessun-~--the knuwled:e,
skills, and attitudes which students are t3 learn »r w>rrk with. }
This statement als, puts the lesssn in perspective: it describes
its functica in the Unit.

Content Outline. The sontent .utline is a cumplete statement ‘
in outline f£urm >f the principles and definitisns of ecunumics to '
be learned .r useld in the lessun, 1s is an orderin; of this inf.r-
mation based .n the internal l.ojic »f the subject matter, and is or- ;
ranized to emphasize the primary concepts or jeneralization Jf the
fesson. '

Statement Jf Lon.-term behaviural objectives. The course is
designed to enable students to achieve a set of behavi_ral .bjec-
tives which are tested in the cuurse final examination .r in re-
quired written exercises. - We define behavioral ubjeéctives as {
statements of required s:udent performance of some written task
and the cunditiouns under which students perform the task.

The course behavisral sbjectives are assijned to individual
lessons, and cae inmpJrtant cbject Lf each lessun is to insure that
the behavi..ral ubjectives assijned to that lessun are in fact ach-
ieved by the time students cumplete the lesson. The course behav-
ioral objectives assicned tu a 3jiven lessun are called lonz-term
behavisral objectives. :

The designation - f these ubjectives as lun:-term does not im-
ply that they are life-lunj objectives which will always remain
with the students. But these objectives are nst jeneral l.n;term (
objectives {e.:., makin; students into rational decision makers and
astute buyers and voters) The loun; terma tehavioral course ubjec -
tives rlescribe a specific sroup of standards Lf student perf . mance
which are c.nsistent with, but by n) means identical t» these jeneral
educativnal sbjectives. We hope that throuzh the achievement L f
behavioral :bjectives and by completiny the cuiugse learning exper-
iences, students will use the successful course experinece t. de-
velup rational ecun.mic decision makin; behavior.

e [ Y

In Unit I nust of thoe lon -tern: behavioral ubjectives involve
relatively simple coznitive skills such as récognition Of rules or
definitions and application ,f rules to iven examples. This is
because the main purpose »f Unit I is t» lay the jroundwurk for the
analysis of the later units. In Unit I students learn a vucabulary,
and they kearn to apply this vocabulary tv 3iven situatiuns. The
economic reascning performed by students in Unit I provides them :
with sume initial practice in ecunomic analysis, but in most cases
there are nou correspondin, lon; -term behavioral ubjectives which
students must achieve in those less.ns. »

)
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Prerequisite Behavioral Objectives. The prerequisite objec-
tives of a lesson are distinct from the lon.;-term b jectives be-
cause they are not course behavioral objectives., Prerequisite ub™-
jéctives are actions £ the students which are necessary tu insure
the achievement of the long-term objectives. The prerequisite ob-
jectives of a lessun support the lon ;-tem objectives of the les-
son, or of future lessons.

An exawple Lf the Jdistinctisn between prerequisite and luny -
tern objectives will sh.w the <lifference and the nced for the dis-
tinction. Ian lesson I studcnts learn to define the condition of
scarcity as an inequality. Scarcity exists if the amuunt of a
thiny people want is ;jroater than the amount readily available to
satisfy wants. Learnin:;j this definicisn accurding to some criteria
Of performance is a lons-torm objective of the lesson., A prerequi -
site objective desisacd ty assist in the learniny of the definition
as  an inequality is to require students to use inequality signs cur-
rectly in a series o f aloelraic expressions. Students will not be
tested on the use »f inequaliyy sins in the final examinatiun, but
they will be tested »n the definition of scarcity as an inequality.

Learnin: Experience Objectives. Learnini experience .bjec-
tives are not behavioral sbjectives in the strict sense. A learn-
in'; cxpericence .bjective describes the desired classroum or home-
work behavior (experience) of the individual student or a sroup »f
students in completin:; a given learning experience; it does not
state a criteria fur testing successful performance which will be
applied and recorded £or each student.

Each lesson is desimed around both behavioral objectives and
learnin ; experience objectives. The learnin:; experince objectives
for a jiven lesson may aild stuents in achievinj the loay-term be-
t.avioral Jbjectives £ the lesson, -or they are directly related to
the seneral purpose of the lesson, '

These distinctiins between types .f ubjectives are still bein
formulated, anl, theref.re, there are inconsistencies in the use of
these teras in the lesson plans, Tu the first three lessons Lf Unit
I, ny clegg :.1istinct1'f.-n was nasle betwecen learnin;; experience bjec-
BT E .- a s 4 v .
tives and Wieetives, and Lo sons 4, 5 and 6, learnin; ex -
perince objectives ave not statoed separvactely. However, they are
Jdescribed in the lessun sequence ancl swamary chart.

An exanple from less.n 4 should illustrate the difference be -
tween a learnin., expericnce sbjective ant a behavioral ubjective.
In this lessun, stwlents derive o procedure for studying the Tsin-
shian econ.my thruoujlh class discussion. After students asree up.n
a procedure, they appky it to the Tsimshian Indians. They read an
esaay and use the procedure arrived at in class to complete a table

‘summarizin; the main characteristics f the Tsimshian econumy. The
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teacher reviews the assi'nment in class t) make sure all students
have completed an acceptable surmary analysis. There arc two learn-
in; experiences here: (1) sroup derivation of a procdure, (2) ap-~
pllcat:ion >f the procedure by each student individually. There is
no criterion’ for testin; each student's performance in (1) because
the activity is a yroup activity; in (2) because even thouzh the’
teacher can jrade student workl we db_n't: include a prerequisite ur
loni-term objective in the lessun requiriny it. This is learniny
experience objective of this lessun which supports behavioral ob-
jectives uf later lessuns.

Summary Chart of Content and Objectives. This chart summari-
zes the relation between the major concepts or seneralizations »f
the lesson and the lonj-term, prerequisite and learning experience
objectives. It alsy ives the rationale for the choice )f prere-
quisite and experience vbjectives.

Lessun Scquence. The lessun is made up of a sequence Uf learn-
iny expereinces empluyin,; different teachiny strategies and media.
The lesson sequerice is a day-by-day description >f a sujzested pro-
cedure for teaching the lessun, ways of employing; the strate.ies
and the media, and a detailed statement .f the necessary informa-
tion for completin: the lesson (includiny samplc answers t. :111
questions or prublems for students). :

The Lessun Secquence Chart. This chart is a day -by-day summary
of the sequence Lf learnin; experiences. For each concept’ of sen-
eralization of the lésson, the chart briefly describes what the
teacher dues, what students v, the workshecet frames which apply t.
the concept, the audio-visuals, the homework assinment, and the
methud >f wvaluating; student participation or perfonnance.

The lesson plan orjanization described here has been tou re
strictive fur teachers; they repurt that they like the careful
structurin; >f content objectives; they like the summary chart des
cribiny lessun rationale. But they 4o not want ts be tied tou a
fixed sequence f learning experiences and a set class procedure
to foullow. We are, therefore, experimenting with new ways Jf .de-
sining the lesson which substitutes a careful explanation Of
learnin experience wbjectives fur vae lessun scquence. If the new,
1c_ss structured, "lesson plans work sut well, then the teachers'

dal will probably contain a special 1nt:r3duct:ury section describ-
in g teachin; stratcgies which can be émpluyed and the conditions ™
under which Lhey are useful. '

2. Audio --Visual Materials .

AUdlu“VlSl.lal naterlals devel,ped for the course consist Jf the
following

1. Overhead transparencies -~ for presentin. data and static mudels;

S ¥
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2. Film strips - for intrsducin ; less »ns, summarizin ; material,
an! stinmulating student interest;

3. Films -~ for presentin; dynamic wodels, for summarizin: material,
and stimulatin;; student interest.

The project staff has proluced three films:

1. "Productisn' (8 minutes, sounl-colur) presents an historical
survey of production specialization from primitive times to
the present., This is the first part Of an inductive learniny
sequence in which the students first :describe the production
innovations shown in the fil:m, next they describe the reas.ns
why production was increasel in cach instance, an< finally,
they induce the three wain catej.ries of specialization, i.e.
divisinn Hf labor, resource specializatin and the use .£
capital.

»

2. "The Circular Flow Model" (8 ninutes, Jouble loup, cedlur) pre-
sents an animated circular £l.w nodel Jf an cconumy which shows
the Lperation »f the econmy as a constant Drocess of produc:
tion and consumption, This t o introduced an inductive learn:

inj; experience and the puints to be induced are set firth in

Lessun 5 (Appendix D). ’

3. 'Model Man'' (18 wminutes, sound-c.lsr) is a uniquely successful
attempt ts communicate an abstract councept (the nature and use
of scientific models) throuth direct visual -imapes which are
reinfurced by a sound track, This film is folluwed by a half-
hour propran which reinforces the learninz from the fila and
orepares the students for a criteria test un the use Jf models.

3. Student Materials

Student worksheets are used £ :rianize student activities f.r
nst lessons in the first test versinm (see Less.on 5, Appendix D).
The worksheet is or :anized as a series :f ''frames" - sne frame for
cach learnin ; experience. The frames vary in functisn. They may
do one or more of the fullowing:

1. oresent information;

2. provide an Hrderly form fir takin: anotes curin; classroon dis-
cussion .r teacher lecture;

3. provide questions sr priblems f£9r a classroun learniny experience;

4. instruct student un soecificatiins and procedures for sut of
class prijects and homework assinments;
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5. include sequences f projrammed] instruction (micro -pruirams);
6. - present questions and problems which test behavioral objectives,

Because there is a neel to provide fur sreater flexibility in
the kind >f and sequence Jof learnin; experiences, less emphasis will
be placed on the mandatory use Jf student worksheets than heretsfore.

Pr.o srammed Instruction Buaklets are une -half to one huur (de-
pending on the student) linear projrams which resent difficult ur
tedious material in the most efficient pussible way. They can be
used in -the classyaom or for homework assijnments, These prograns
take the place Lf the ext and of class tutuoring or lecturinj. They
have been very popular with both students and teachers, consequently,
increasin; use will be made J0f them,

A_Readinis Book will contain short essays, short sturies. and
statistical data which are used in the learnin,; activities., Read-
in3s un current events from newspapers and periusdicals available
in the school 1kbrary will also be used.

'

The Text will be shurt. It will be based on the content pre -
sented in the content sutlines of cach 1lesson. The text is a sum
mary >f the major points Hf the lessun and may be used as an intru-
duction to, ur sumnary of, the lessun, .ur both. At times, the text
may be used as the primary learnin; dewvice, but usually sther ma-
terials will perform this functiun,

Tests and kisminations are all criteria test items of lony term
or prerequisite behaviosral ovbjectives:

1. End -=f 'lesson tests are self-:raded tests which enable the stu-
dent tu Jletermine £.or himself whether or not he has success-
fully cumpleted the learnin. experience Lf the lessun, In the
developental stazes .f the project these tests are used t.
test the cffectiveness Jf the less.on,

2. Enl-of-unit tests test achievement .f all the lunj-term Lb-
jectives achieved by the end £ the unit; anl any interim ob--
jectives.which represent conditions fur learnin j necessary four
Units II an.! III. '

3. The £final exanination is a c.mprehensive test designed t. de
termine the success of students in achievin: all Jf the lon-
term Jbjectives .f the cuurse. It will include both multiple
chuice and essay questions. :

e
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F. DESIGN AND DEVELOPMENT PROCEDURES

1. Unit Desi:m

The f£irst step in desipin; a unit >f the course and its com-
ponent less.ns is t) state as succinctly as possible (590 words or
less) the reneral purpsoe Lf the unit -the kn:xwled e, skill and at-
titude .bjectives Lf the unit. In statin these Jbjectives, some
sjeneral swecifications shuld be made ab.sut the means »f achieving
these Jbjectives (ie.:., specifications in terms of cate jries of
Blsum's Taxonumy >f Educati.onal Ob jectives),

These unit )b jectives are then Jivided int) specific less ins,
and first-approximation sh.rt statements .f the vurpose of each les-
son are nacde, After clear and cuncise statements of jeneral °bjec-
tives of the unit and of each lessoun have been constructed, work
bezyins sn the lesson, startin; with the first lesson of the unit and
workin: on each lessun in urder £ iks appearance in the unit. As
lessuns are conpleted, the ibjectives >f the total unit and uf ;iven
lessons chane, and the statements of purpise are cuntinually al-

tered tu cunfom to these chanies. The number and wrder »f lessuns
may even chanze.

2. Lesson Desi.:n Prucedures

The chart -n the foll.wing pae jives a jraphic presentation
2f the lesson desin procedure. Black lines and arrows show the
sequence of the develipmental activites; red lines indicate feed-
back; rectan<:les outline pruductiun staies; ovals »tline evalua-

tion steps. The chart shows three separate stajes »f lessun devel-
aspraent,

Staze I - jenerates the Less:n Plan. It be;ins with the
statement Jf vurypuse £311l.wel by a specification of
(1) learnin; experience Jbjectives (2) subject cun-
tent sutline an! (3) behavioral objectives (lon ;- tern
an.! prercquisite) an? the criteria test »f these behav
ioral sbjectives tucether with its validation.

Stase II -~ ;encrates the stu’lent materials and! the audis--vis-
usal materials. The desisi.ns from sta:e .ne are used t.

specify the lesson sequence and the desi: .f the mater-
ials.

State ITII - is the testin: and evaluation staze which deter~
nines whether further devel.pmental work is required or
whether the less :n is ready fur eneral classr.um use,
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In the fullowing description of course desion, the first seven
steps describe Staze I, the next tw> steps Jescribe Staze II, the
last step summarizes the testin;; and evaluation phase, Stase I1II.
Stave 1
1. Lesson desin bejins with the statement of the .jeneral purpose

of the lesson and assumptions about conditions of learnin,.

The procedures used tu arrive at the less.n purpose and assump -

tizns about the conditions »f learnin: are described in earlier

sections .f this report. The alteration >f these assumptions
and of the purpose _f the lesson throush classroas sbservation
and testin; is indicated by the red feedback lines which lead
back to the rectan;le labele! "assumptions about conlitions Sf
learnin;."

2, Usinz the purpuse of the lesson as a juide, and within the con-
straints .f the assumptions absut learnin:y conditins the
content .f the lessun is orranized in a tiphtly lozical sequence
and an osutline uf this cuntent is prepared.

3. Learnin; experience sbjectives are stated which relate to b:sth
the lessun content and behavisral _bjectives,

4, Lonj~tern behavivral objectives are specified which provide
standards for testin; the achicvement Jf the purpuse Lf the
lesson. The chart shows feedback lusps between the purpose
>f the Jbjectives »f the lun;-term objectives to shuw the hich
de:ree uf intarrelation between content and ubjectives,

5. Prerequisite behavioral sbjectives are specified from learnin
experience an<l luon ;-term behavioral Lbjectives, They are neces -
sary to cnable students tu achicve the lessun long-tem ob-
jectives, ur they support the lesson learnin: experience sbjec -
tives--that is, they support the behavioral Jbjectives of fu- |
ture lessuns in the curse.

6. The criteria test is c mposed Lf questions (to Le answered in
writin; by students) which test achicvement Lf all lun;-tem |
and prerequisite behavioral sb_occtives. The feedback l.ops be:
tween the criteria test an' sbjectives' boxes are included le -
causc inability t) cunstruct an adequate criteria test item re-
quires the eliminatiun Jf 5r chan je in the behavi ral Lbjec
tives correspondiny t. that test item,

7. The test should be yiven tu a ;roup >f students before they
start the less.n tu find Lut what students already know. This
. . ° 1
step permits us to check assunptions about students' current
knowledse and tu eliminate unnccessary parts of the lesson.
On the basis »f the ncw infosrmatin, learnin.; experiernces, con-
tent, lunj-term and prerequisite objectives are altered,

;'-,
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(Because Jf the time -la: between lesson preparation and trial
has been s> short, this step has nat been carried sut priur to
the first trial use £ the lessons. We hope to Jdu this sort
of testiny before lessuns are revised)

At the cumpletion of step seven, the formal part Lf lessoun de-
sizn is completed. Once the content, learnin; experience, lunj-ternm,
prercquisite »sbjectives are specified and tested, the praduction
phase of desijnin; a sequence of learnin; experiences can bein,
There is n> red feedback arrow from the lessun sequence. This reans
that problems f lesson sequence lesijn should not alter the purpuse
-~content, or Jbjectives Lf hhe less.n.

Stase II

1. Desininf the lesson sequence involves constructin a sequence
of learnin; experiences which will alluw students t:» achieve
the objectives of the lesson. Facturs affecting less.on se-
quence include student interest and knowled.e, readiness to
parttcipate or perform certain acts, and timin- £or homework
or library assi rnments.

2, Desijning the teacher and student materials jives c.ncrete
fom to the lessun. The feesthack l.oop ty the lesson sequence
is necessary because of the limits 5f the injenuity uf the pro-
ject staff, If satisfactory materials cannut be developed for
a learnin; experience-~ur should serendipity reveal a better
approach--then the sequence is altered. '

Stae 1II

When all materials are preared, the lesson is tried Lut in

several classes. Evaluation is described in the next sectiun.
includes class observatis by the teacher and a staff

supervis.,r, and the administrati.n .f the criteria test tu students.
If the Jesirel jercentare »f stulents reach the criteria level on
the test, the less.n desin is satisfact.ry. If the desired results
arc not obtained, the data fron eveluation are used t) alter the
orizinal assumptions about the cunditions £ learnin;, anl the whole
process beins a-ain. '

The .verall approach described here is an éxtensi.n »f the pro-
cedures uf projrammed instruction to the desi:n of a teacher cun-
trslled course. The deliberate attenmpt t. apply pro;rammed snstruc-
tion desisn techniques has led to: '

3
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Specification Jf the objectives >f the course in terms f the
terminal behaviors expectel of the successful student. Since
such objectives specify the ubservable acti.ns which the stu-
dent must perform to exhibit each aspect »f proficiency, they

are measurable throu:h testin;. Test data provide the essen-
tial “feedback" thruush which a desi’ner readjusts the cuna-
punents of his systen when results fall short f what is desirel;

Division 5f instruction intc relatively small increments ur
learnin; experiences, each Jf which should be completed suc-
cessfully as a prerequisite to continuin; to the next step;

A requirenent 5f active participation by the student and frequent
feedback t. Luth student and instructur as t. the yru.;ress
bein ; made; ' ‘

The emphasis un dia nousin studeat prusress throuth sbjective
oubservatiun and analysis .of student behavior in class;

Perhaps wi,st impurtant -f all, a continuin:; ecaphasis .n stu-
dent achievenent as the 7al Lf instruction,

3. Staff Requirements

The presccupation with student needs has led to the use .f a

relatively wide ranie >f res,urce persons. The desi:n »f a teach-
in; system requires the specializel skills f a team who work to-
tether to make major desin decisiouns and work separately to carry
sut these decisiuns, This point is best illustrated by listin; the
types of staff j.bs and their functiuns:

1.

The pro-ramned instruction expert supervises the careful struc
turin; Jf the content, its division int . teachable incremeats
and the statement »f behavisral Jbjectives, He alsc writes the
short prorarmed instructiosn booklets used in the course anid may
write Jr help with the worksheet franmes.

Audis-visual Lr *melia” cunsultants help determine the edia
an teachin ; strate;ies t . be iaployed in each lessun, sujest
practical s.lutiuns t., technical nedia problems and provide in-
formation Ln the appr:priateness f the assunptions about con-
ditions »f learnin:.

Graphic Jdesiners recumnmend nedia which enhances cormwnication,
anl desisn materials t. perfirm a series .f functions that aid
in creatin; learnin; readiness by interestin: students in the
subject t: be studied, and conunicate difficult abstract con-
cepts visually rather than verbally.

-
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4, Curriculum theorists aid in shapin; course desin, recusmend
effective teachinj strateies, desin specific teachin; stra-
tegies, develup proucedures for stuldyin; new teachin: strate -
Jies, and recummend teacher trainin: procedures.

5. Test construct.rs an:d measurenents experts set up an effec-
tive and efficient means .f testiny the course durin its
develupnent, and desi ;n the testin,; system £or the cumpleted
teachin systemu.

6. Trained teacher supervis.rs are required tu devise a proce-
Jure for evaluating teacher counpetence and supervisin; the
teachers ianvolved in the trial use of the course while it is
bein ; Jeveliped. They help desin the teacher trainin: sys -
ten for the completed teachin ; systeia.

7. Experienced teachers are part .f the team from the bejinnin
of the pruject. They provide information about students and
teachers, and they, therefure, advise un course and lesson
ubjectives and lessun desiin, They teach the course durin;
the trial testin: periud, an! they help revise lessons,

8. Subject matter specialists <definc the conceptual structure
of the course, supply illustrations and problems for lesson
learnin~ experiences, supply the lesson content cutline, help
construct behavioral ubjectives, criteria test items and learn-
ing experience objectives. ;

9. Prufessional writers write essays, text and scripts fir £ilms.
10. The cuursa desizner or.ianizes the project and has a thuroush

arasp -f systems desiyn procedure.

4, Trial Usc an! Evaluation of the Systeom

In the current trial use »f the course we are makin a syste-
matic study f teacher and student reacticns tu the course and to
econonics as a subject Lf study. We are alsv measurin ; student
achievement of course Lbjectives. ‘

This spriug the course is bein: tried in fifteen hixh schuouls
in Contra Cssta C.unty, There are 44 classes, nineteen teachers
and approximately 2200 students inv.lved in the test. Teachin ; con-
diticns vary fr.m class to class. The schulls are located in Jdif -
ferent kin'ls Lf comaunities. S.ne classes are elective, sume are
required courses; some classes are Jdevotin; a full eishteen weeks
to economics and s.ume less. There is variation in class size, and
some classes are homoencously rrouped, sume are nut., Table 1 sum-
marizes these variations in teaching conditicns.

—~—————
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TADLE I
TRIAL CLASSES IN ECON 12
SPRING, 1965. BY SCHOOL DISTRICTS AND SCHOOLS

Characteristics of ECON

i2 Classes

Nunter of Sections {Family Income | Racial
Type & Size Class Concentration Pattern Eczoloy
® Q
s 1Bl |2 |2
(o] g 3 - -3 -
Name of School District a m S 9| 3 3 o
and of Hi h School 9 .o m., SlE L = s
ocacion o | 2] 2| &| | B £| 3|9 5| E| 3] 3| 2

Acalanes Union Hih School District

Acalanes _Lafayerte | 3 X x| x x s

Miranonte ozinda 13 1 X1 ¢ 1 x| x1 4 1 1 .x| 13y
Antioch Unified School District _

Antioch Antioch 5 X ! X X _ x| x! x X
Liberty Union Hi ;h School District

Liberty Union Brentrsool | 1 *% _ x _ _ !l x e X
Mt. Diablo Unifiel School District i

Clayton Valley Coaco:d 4 X é. x H_ ! ] X

Coile ;e Pax Pleasant 'Mill 15 1 I x1 xi 1 box ! b ! : ! xld

Pacifica west Pitecshur 2 01 1 x! wxi R A P!

Pleasant Hill Pleoagant Jiil 12 | ol ! Pl o xt i x ] Y

Y -nacis Valley Concori 3% | I w2l 2 R I R | 1 Uoag)
Pittstur: Unified School District | i _ “ “ | _ _ ! H i

Pittsbur : Pittsour~ 18 _ x! I ol . _ x| *
Richnond Unified School Tistrice i H i t ! i i i :

De Anza El Sobran:e _m _ xm M_ _ ! i ﬁ_ | x i _ w_

El Cerrito El Cerrit> i Coxd o ox ool oo Pyl x1 xi

Ells Ricamond T ] xe b b T x1 ¢ ] 1 x! x!

Richmond Richncnd 1 Pt x! L HIEYEY Iy x 1 x|
San Ramon Unified School District

San Ramon Danville _ %%l x x| x X ¥

T
* Y snacio Valley Hizh School: 1 sectiox is a one-scmester coursa, ans two are siue-quarter courses.
*% Three lar_e (120 students) and two small (22)
— s + o NS— N———— et ———
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Student achievement is teste: by examinations at the end of
lessons Lf units, and of the course. To permit testin: and analy-
sis of test results friom the tutal student population, course be -
havioral sbjectives are translated ints multiple choice questions.
Tests are scored and analyzed at the county I.B.M. data prucessing
center. Analysis includes an item ciunt Jf the number >f students
responding; to the four alternatives in each nultiple choice ques -
ticn, and an item analysis cuparin; response patterns of the top
and bott.umn 27 per cent .f students. The item cuunt provides an
analysis 0f the achievement uf behaviural Ubjectives by students,
and the item analysis identifies pour test ttems. ‘

The test results will be analyzed by schuols  classes and
teachers to cmpare the effect on student achivement Lf variations
in quality Jf teachin;, class size, student ability sroupin;s and
student socio-economic back:;round.

Measurcmant >f Student Interest in and Evaluatiin Jf the
Course is bein; obtained throuth questionnaires administered ts all
students at the end Lf Unit I and at the end of the course and
through small jruup interviews with students.

The questiosnnaire at the end of Unit I is multiple choice tu
permit computer analysis >f results, and will be administreed tu
all students. The questions are so desined that the students chouse
just une answer uut »f four that best describes his own opinion.
Questions deal with eneral interest in the course, attitudes tu-
wards films, tcacher's lectures, class discussions, worksheets, and
Jpinions <n the value Lf each specific lesson within Unit I. The
questiunnaire was pre-tested on ten students chusen at random, from
three classes at Pittsbur;; Hi:h School. The final questionnaire in-
corporates the su;restivns .t thuse students and Lf the exaniners.

Students will £ill Lut the questisnnaire in class, and it will
be discussed in class after students have completed it. A similar,
but lonrer, questionnaire will be -iven at the end .f the course.

The quostionnaire results will “e analyze? by schoul, classes
and teachers to compare the cffect Jf student attitudes sf liffer
ent teachers, class size, student alility :roupin s and sucio cc-
sonomic beck jriund., The final analysis will present descriptive
statistics an:! summary statements for cach .f the fifty questiuns
for thetital population and for cach cate jory.

T compensate for the inherent linmitatin LE the multiple choice
type >f questisnnaire, interviews will be helt with small jroups of
students from different classes. A trained interviewer will inter-
view at least five :roups, cach with five students. The nembers of
each :roup will be chusen rrom one class. Groups will be chusen
from cchusls with differin:; socio-econumic environment and fronm
classes tau:ht by teachers with Jdifferin_; teachin s styles.

Worm——




Students will be chusen by their teacher; each jroup will include
buys and ;irls, differin; student ability levels. But teachers
will be asked ty chouse stulents whu are able and willingj tu express
themselves verbally.,
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- The interview schedule will c.nsist of spen-ended questions.
The interviewer will be presented with a list of tupics to be cov-
ercd, but the formation of the actual questions will be left up to

l the interviewer. Wc assume that the actual questiuns will be for-

rmulated so that they countribute t» the established rapport. The

interviewer will, usin. a coaplete set >f student .and. teacher nat-
erials, 15 throush the course ts et a student's reponse tu spe-:
cific lessons. Interviews will be taped, and it is estimated that
the interview will take from thirty to forty-five minutes.

"The interviews will be contentanalyzed. ‘The content cate-
sories will be formulated from a random sanple of the completed
interviews. Tws cuders will work un the cate jury develupment,
striviny for catejories which incorporate all the interview materials.
Rzligbility checks betweein the tws coders will be made before they
tackle the entire project.

The catejories devel,ped will not only describe the student's
attitudes but als. the upinions behind the attitudes. Fur exanple,
if the questisn reads, "What do you think of the worksheet?", the
followin ; may be pussible catejories:

Duesn't like thenm because they are borin;

Dioesn't like them because they are to. much work

Diesn't do them at home bLut waits till class the next Jay
Thinks they are a waste f time

|
Answers may, Jf course, be coded int.u as many cate;jories as neces - |
- sary.

Teacher Assessment.

Teachers evaluate each less .u as they complete it, using an
j evaluation forn lesine? for this purpuse. They comment o (1) clar-
g ity Of instructions, (2) their understandin; Jf and ajreement with
- the purpose of the lesson (content .nd sbjectives), (3) the sequence
. 2f learnin; experiences, (4) success and failurce (theirs and _urs)
g o learnin ; experiences, (5) the value of learnin; experiences adde:! |
~ or unitted, (8) where class liscussion uccurred and the character
and quality .f the exchanve, (7) stulent reaction to programmed in -
struction an! visual materials, and {8) indicate (accordin. ts hish,
mediun and low ability levels) student interest in each learnin;
activity.

Several special mectinis of teachers are bein: held to enable
teachers to evaluate the course and less.ns. These Jdiscussions are

ERIC | o8
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led by the discussion leader chsoen from amwn:; the teachers, and
one teacher is the recorder. The sessiin lasts une huur and a
half. At ike &nd of the session the project staff are allowed to
jsin the >roup to hear and diccuss the implications of the conclu-~
siis reached.

Teacher interviews will be held durie: the sprinj. In inter-
view, a teacher will have an .upportunity tu specak more freely about
his interest an? inv.olvement in ECON 12 and why and how the ECON 12
teachin:; method cunflicts with Hs philosophy and style of teachiaz.

Evaluation Throuh Class Observation by Supervisors anld Tap?
Recoxdins. '

Classroua supervision uvf the course permits the v.Sruject: staff

to see for themselves how the cuurse wirks, is the basis £or evalua-

tiny.teachers' capabilities, and provides a testin<g jround £or the
develupment of a technique of superwvision tailured to ECON 12.

To date we have used the IOTA (Instrument fqr t:he Observation
of Teachin;; Activities)® evaluation procedure to evaluate the abil-
ities of teachers. IOTA has allowed us tu judse 3jeneral teacher
ability (to permit analysis JUf student achievement) and t2 train
supervisors in seneral oshservatin to enable them to identiy impor-
tant teacher student interraction. It is clear that no technique
that we now know is satisfactory in diagnosin; prublems of teach-
inz in Jdevel.pin: effective teachin ; stratezies for the course. Ve
will have to develop a technique >f teacher trainin-g supervision
that is adequate to prepare teachers to use the ECON 12 teachin
apyproach,

-

A limited number Lf audio tapes are .)Q;yﬁv made\and transcribed
to examine classrioma interaction durin ¢uftain 1n’)qrtant lecarn-
in; expereicces. These analyses shuld lead to dcscn\t%ans of
huow, and under what conditions, siven teactring stratejies are ef

-

fective. S

G. TEACHER TRAINING

1, The Teacher Trainin.; Cuurse

The stated sbjective uf the project was tu desin a course
which could be tau:ht Ly the avera ;e sicial studies teacher. It is
becumin; increasin;ly clear that successful teachin; will require
specific trainin: in the use JOf ECON 12. The exceptiun would be
the teacher who is well trained in econumics and in new methuds »of

* Developed by Lucien B, Kinney‘, Stcanfurd University, and Ruth
Bradley, Viola Owen and Eva Washin ton. San Jose State Cullee.
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teachin ; the suscial sciences. Such a teacher mi:ht find the ECON
12 Teacher's Manual an adequate juide for teachiny; the ECON 12
course. Our present best juess is that adequate preparation will
require a threec to six week trainin: course, and perhaps cne half -
year of supervision. 4 three -week workshop for tecachers was held
last summer and another une is schaduled for this summer. "These
workshops train and osrient .teachers who volunteer to test the
course, but they alsu provide a means of desiznin; and testin;
veacher trainin; methods.

In teacher traininj courses the teachers (1) study problems
of successful teachin;, and learn the Leachln7 system basis of ECON
12 course desi:n; (2) stuly the ccaﬂunlcs principles and methods
which are the ba51s o>f each lesson; (3) study ECON 12 lessons
thorouzhly by desigsning and teaching parts of lessons to the other
teachers or tu hi:h schuol students, and by criticizin; the lesson
plan and the demonstrations. .

The followin; sutline describes the or janization of a pruposed
Teacher Trainin, Institute for the summer of 1967, a proposal fur
a Title 11, NDEA institute., It summarizes our current thinking
about the orsanization of a teacher trainin: progran,

A, Development and Use of Teachin; Systems (1 weck)

The first week will be devoted to (1) the problems o£f teachin;
social studies in the’ hizh schuool, (2) the theoretical basis of
teachin'; systens-i.e., hw teachlng systems can help tu solve these
problens, (3) the pruper use of a teachin; system. The ECON 12
course will be uged 'as an explanatory nmsdel Lf a teachin ; systen.

This sne week ‘curse will :ive the participants an appartunity
tu analyze their .wn classriia prabluns and to make tentative jud ;-
ments as t» how a teachin; system cuul! contribute to their solution,
The folluwin; questions will f£ocus the discussions durin:; this first
week: AU

1. what are stideéits like? Persudal experience will be matched
with recent studies and with the data collected by the ECON |
12 orojezt.

2. What is a ;.2¢ teacher? The class will view videu tapes of
ECON 12 classes, discuce the tapes, and make tentative jud ;-
‘ments. Thesc jud ments will Jdoubilessly be revised later
durini the practicum becausc each teacher will have weekly
opportunity to present a portion Jf a lesson which will be
vides taped and played back for inmediate analysis.
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3. What is a 3p0d course?

a. What are necessary components of a 300d course?

b. What is sound curriculum thesry?

c. How specific and testable d5 objectives need to be?

d. Which teachinj stratejies are capable of creatinz the con-
ditions necessary for learninj, and is there a need fir
multiple strate;ies? ‘

e. Huow are media desijned for the messajes they are to carry;
Aow are they best varied and sequenced ‘how are they made
1nterest1n? to the student? -

f.’What is the proper role »f pro.rammed instruction?

4. What is the proper function of a teachinz system, and how -
must it be used to function praperly?

Biblioaraphy:
Required Texts:

1. Bruner, Jerome. The Process of Education. 1960, Vintajc Book.

2. Cran, David, Explainini; "teachin.: machines" and Proiramnin:.
San F.ancisco: Fearon Publishers, 1961.

'

3. Maper, Rubert. Preparin:; Objectives fur Proirammed Instruction,
Fearon, San Francisco, 1961

4. McLuhan, Marshall. Understandin‘: Media. McGraw Hill, 1965,
Chapter 5. .

Reserve Books:

1. Bloom, Benjamin S. Taxonumy .f Educatiunal QObjectives. Han<l:
-book 1: Cosnitive Domain. New Yurk: McKay, 1956.

2. Gagne', Robert. The Cunditions of Learnin.;. New York: Holt
Rinchart and Winston.

3. Taba, Hilda. Curriculunm Dévelopment; Theory and Practice. New
York. Harcourt, Brace and World, 1962.:
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B. Econonic Principles and Problems for Hish School (4 weeks)

This course will be correlated with the Econumics Education
Practicum. Durin’ wecks 2-5, the mornin: sessions will be devoted”
to lectures on economic theory and econamic problems relevant to
the content of the ECOI! 12 course. The lessons containingj this
material will be the subject of the afternoon practicum sessions.
ECON 12 is itself =z principles course, so the participants will
(1) reserve a formal presentation of the theory, (2) be stfered
; an opportunity to discuss it in small -3roups, and (3) be required
L to explicate ihe thaory as it is treated in the ECON 12 course.

i An exanple of the content of this principles course is indi-
. cated by the schedule for the first week which is devated to a pre-
sentation of the theory necessary for Unit 1.

An Introductinn to Econcnics (5 days)

. Monday.
i- 1, scarcity and its sulution
2. productivity andd specialization
3. diminishin.; returns
. 4. theory »f conpzrative advantaje
5. alternative costs
Tuesday,
1. noney and credit
2, financial institutions
- 3. basic vocabulary of ecunumics
) Wednesday
1
1. the idea . f an ccunomic system
2, the icro structure of an econuny

a. basic cconumic activities

L. basic cconomic decisions

c. econsuic institutions

4. sucial f£crces affectin: econumic activity and orjani-
- zation o

Thursday

1. the form»l churzencristics of an econonic system
2. the macro-structure of an econuny

a, stocks ¢nd flows

b. econonic zjrreates Jefined

c

ol

. necsuriny econcnic azjre-jates
. functional iunterdependencies between economic ajiresates
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Friday

1. social values and econmic :joals
2, competin ;sals and conflict resosluticns
3. the uses »f econumics .
a. pure research to increase econsmic knowledse
b. applied research t. inprove economic policies
4, econonics definedd - a first approximation

The next three wecks will preseunt the theory for Unit II:
micro-econxics; Unit 1I---macro-econonics, and the sptional units
(1Iv, Vv, VI) which are short units .n comparative systems, econumic
develupment and the intvernaticnal econumy. The optivnal units re-
capitulate the the)ry presented in Units II and III; consequently
this portion Jf the course will constitute a review.

Bibliou;rranhy o J

Required Texts: '

1. Burlinj, Robbins. “Maximation Theuries and the Study »f Econ- -
omic Anthropoulo:y,™ in American anthropulouzist. ‘

2. Ecunomic Report Of the President, 1966. U.S. Guvernment
Printin; Office, Washin:tun, D.C.

3. Robbins, Lionel. An Essay on the Nature and Si:nificance »f
Ecunonic Science, Londun: MacMillan, 1952.

4, Prentice ‘Hall Foundations uf Mulern Economics Series, 1934:

Caves, Richard. American Industry: Structure, Cunduct and Per-
formance.

Durfrnan, Rubert, The Piice Systen.

Dusenberry, James. Money and Cr Jit: Impact and Contrdl.

Eckstein, Otts. Public Finance.

Schultze, Charles, National Income Analysis.

Reserve B.oks:

1. Bouldin:, Kdnneth. Principles of Econcmic Policy, Prentice-
Hall, Inc. 1958.

2. Economic Analysis. Vol. I & II. Harper & Ruse, 1965,

3. Keiser, Norman F., Econumics; Analysis and Policy. Wiley, 1985

4, Sarawelson, Paul, Econonics. McGraw ‘Hill, 1965
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C. Economics Educatisn Practicum (5 weeks)

This course will zive the participants an intimate knowled e
>f an practical trainin; in the use ..f ECON 12 materials. The units
will De studied consecutively, and the lessons will be studlied the
afternoon irmmediately followin; the related theuretical presentation
siven in the mornin ; session (Economics 113).

Each afternson session will open with an analysis of the lesson
an the teachin; strate:ics t> be use:d; the class will then divide
inty sroups uf participants whose teachin problems are sinilar, c.73.
those who teach a colleje-prep elective or those woo teach a low
strean required course. These small ‘roups will be responsible for
alterin; the basic lesson plan tu fit the requirements >f the jroup.
Members >f the ‘roup will present sequences uf the lessun to other
nmembers of the ;roup for corment an’ criticism. If possible, an
FCON 12 course or courses will be offered durin: the summer sessiun
at two San Jose arca hi:h schools anl participants will be :iven the
opportunity to observe and to teach in these classes.,

There will als> be a cejular prorran of micro-teachin; in class -
rooms equipped with vides recorders and :asnitors. The 40 partici-
pants will be divilel inty five 3jr.ups of eitht teachers. One after-
nion J>f each .f the five weeks, a 3roup will hold its practicum in
a video equipped classro.m. These videv sessions will last three
hours, su that every participant will have a weekly upportunity to
be taped while presentin: a portion of une Jf the lessons. These
video taped presentations will then be played back for analysis and
evaluation. Particularly effective sequences will be shown to the
whole sroup durin; special cveiin: critiques.

Required Texts

All 0f the ECON 12 teacher and student materials.

2. Teacher Supervisiun

Supervisi.n of tecachers in the test use Jf the cuourse this
sprin has already bLieen cescribed. The information sbtained from
classro.m observation and from the analysis of auldioc tapes will en-
able the staff t> be:in tu Jdesiin a procedure for supervisin; and
traininy teachers in the special methods >f ECON 12.

There are several steps required t> desi:n an effective super -
vision pro:ram: (1) lesi i 001 teachin; strate;ies, (2) analyze
the teacher stuldent interaction involved in these stratevies, (3)
sbserve teachers usin; these stratesies tz identify what troubles
they have, (4) -levise a wethod for directin teachers in the use
of strate;y, (5) deternine how much individual differences in




.43 .

teachin; style must be taken into consideration in allowin: fur
flexibility in teachin; strate:ies, (8) devise a technique for he1p~
in ; teachers identify and develop their own effective teachiny me-
thods.

At present, we are in the exploratory staze., We are JLbserv:
in3 classes t> 4ain an intuitive understaniing of problems teachers

have in class, of learnin; experiences which are most effective and
why.

H, CONCLUSIONS: SUMMARY OF PROJECT ACCOMPLISHMENTS

l. Desii'n and Testin.: >f ECON 12

The first draft of Units I and II will be conpleted durinj
the current semester, representin; approximately one-half of the
course. New lessons for these units and first draft versions of
Unit III and optivnal units will Le completed durin: fiscal 1957,

With the exception of the three films we produced (described
in section above), audiu-visuals have been limited to film strips
and overhead transparancies. We have alsu limited osur exploration
of complex learnin; experiences involvin; the cunstruction Jf com-
plicated :anes.

The decision to limit the ranze of materials and teachin: stra-
teyies aruse froum the need to establish the content behaviural and
experience obLjectives an! the Lasic sequence of learnin; before we
uncertuok comprehensive experimentation in new learnin instruments.
Once the basic structure 3f the ECOM 12 system has been established,
it will then be possille to experiment without allowing; the experi-
ments to Jdictate that basic structure.

Units I and II are bein; tested this sprin; in fifteen hih
schools in Contra Costa County. Results of this fest will enable
us to evaluate the effectiveness >f the first .draft verslms sf Units
I and II, summarize data un student andl teacher reactions to Units I
and 11 and their opinions about: how t> improve or chan:e the course,
and recowaend chanes in course »rranization and lesson desi:n.

2. Apylicability of Teachin- Systems and Systems Desion in Education

A major accomplishment of the project has been the application
of systems development procedures to the desi:n of the #SCON 12 stu-
dent cuurse anl the ECON 12 teacher trainin; course.

jom
(o2




The systems approach to course desiin is effective for two

reasons:

1.

When the ECON 12 teachin; system is complete, the problems of
teacher traininj and course Jdissemination will also have been
solved. Course desiin and dissemination are nut treated as
separate proLlems and projects. Iunstead, we desin a system
which will achieve stated educatisnal sbjectives desipgned to
appeal to> teachers and students, and which the avera3se teacher
can use effectively if he has uanderone the necessary train-
ing. This requires that the lesson plans, course materials
and teacher trainin: projrams inust be desi~ned and tested con-
currently. Any alteration in the lesson structurc may affect
the teacher trainin; course by changinz its function in the
system. Tacklin: both projects tozether allows a more rational
solution to course desizn and dissenination.

Since the course is desiined as a means to achieve specifi -
cally stated ends, any nieans which work will be employed.

This prajmatic criteria for desirninj; lessons results in an
intesration of different teaching strate:ies and media. A
wide variety of stratejles and materials are used to;ether

to brin:; about the desired learninz. This experimentation ine
volvin ; interrelated materials and teaching strate;ies will
eventually enable us to state a set of rules for usinj media
and teachin strate:ies which will state the functional rela-
tions betwecn ovbjectives and means to achieve objectives.




4y
PROJECT STAFF AND CONSULTANTS

Principal Investi:rators

John G. Sperlinj, Assiciate Proafessor »f Humanities, San J.use State ')
Collepe

Suzanne E. Wi;3ins, Associate Professur of Ecunumics, San Juse
SFate Cylleje. Resident Economist, Contra Cista County De -
partment of Educatioun.

Graphic Deéi;ner

James Robertson, Robertsoun-Montjomery, San Francisco, California .

Contra Costa County Department Lf Education

Ruy Andreen, Curriéulum’Consultant, C.ntra Costa Depértment of
Educatiun

Frank Bradford, Assistant Superintendent for Instruction

Prorrammed Instruction

Peter Pipe

Evaluations and Test Construction

Mark Sheehan’
Mary B. Willis !

Research Assgistant

Shirley Stuner {

Teacher Trainin. ‘

Shirley Kress, Instructur in Ecunumics, San Jose Stage Cullegze }

Couperaein.: Hi 'h 5ch..l Teachers k

Robert Anders.n Miramonte High School

David Bond Pacifica Hih Schoul ;
Richard Cuurtney Clayt.n Valley Hish Schuul ! '
Ruazer Davidson Pittsbury Hish Schuol

Robert Evans Antiuch Hi th Schoul . 1
John Kerr Clayton Valley Hijgh School i
Richard Kidd Harry Ells Hi3jh Sch.uol

Michael LaMurte Miramonte High School

Geurze Lars.n Pleasant Hills Hih Schoul

Paul McGinnis Richmund Hish School

Gordun Crucker Y ;nacis Valley Hizh School
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Floyd Miller El Cerrito Hish School
James Mulla San Ram.n Hih School
Merle Newsonm . San Rara>n High School
Hal Olsen Acalanes Hizh &choaol
Nancy Parent Pittsbur; Hizh School
David Peters Coulle.;e Park Hish School
Geurze Smitr Deanza Hish Schoul

Peter Springer Liberty Hxz;sh Schuol
Jack Tackett Pittsbursh Hizh School

Subject Matter Consultants

James D. Calderwu.d, Professor of Business Econumics and Interna-
tional Trade, University of Southern California

Richard Caves, Professour »f Ezonumics, Harvard University
Franz Genrels, Professor of Ecunumics, Indiana Universiéy

Nelson Grayburn, Pruofessor 3f Anthrupsloly, University of Calif-~
srnia, Barkeley

Gregory Grussman, Professur »f Econumics, University of Calif -
ornia, Berkeley

Harvey Leibinstein, Professor Economics, University ,f Wisconsin

John Maher, Seniour Economist, Joint Council un Econumic Education

Turley Min;s, Asaistant Professur of Econumics, San Juse State Collese

Hyman Minsky, Professor >f Econumics, Washingtoun University

Norman Townshend-Zellner, Directur, Economics and Educatisn Center,
Professor of Economics, California State Collage at Fullerton

Curriculum Cuonsultants

T. Bentley Edwards, Professur Jf Education, University »f California,
Berkeley :

John Lawrence, Direct.r Jf Curriculun: Juint Council o deonw. ic
Elucativa  Hew York City, N.Y. '

Hilda Taba, Professor of Education, San Fiancisco State Culleje

Herbert Thier , Specialist and Assistant Directur for Science
Curriculum Improvement Study, University »f Calif., Berkeley

Audio ‘Visual Tounsultants

Jerruld E. Kenp, Professur of Education and Coordinator of Audio-
Visual Materials, Preparation Service, San Juse State Culleze
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Richard G. Lewis, Prufessor of Education and Head of AUdiJ'VLSUal
Services, San Jise Sta;e Colleze

David W. Rid.way, Staff Specialist and Directsr of Film Activities,
Chemical Education Material Study, University of California,
Berkeley (Mr. Ridjway will be tendered the position of Studio
Director at the new Lawrence Hall of Science at U.C., Berkeley)

Psychuluzist Comsultants

Arlene Brandon, Puostdoctoral Public Health Fellow, University of
California, Berkeley . .

Hulda Grobwman, Diractor of Evaluation, Joint Countil on Econonic
Education, New York City, N.Y.

Contributins Author

Jeannette Mirsky

Coordination with California Staze Culle:re Econumics Education Centers

Vernon Quellette, Secretary, Northern Califurnia Council un Economics
Education, Coordinator for Economics Education Programs for the
Chancellur of the Califsrnia System Lf State Collejes
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COOOERATING AGENCIES AND FACILITIES AVAILABLE TO THE PROJECT

Contra Custa Cauntx,Department »>f Education

The county departments .»f education in Califurnia are inter-
mediate administrative agencies betwecn the State Department »f Ed-
ucation and the sch:sl districts in a jiven county. Among sther
functions, the County Department of Elucation carries out or coor-
dinates county-wide curriculum pr.jects and teacher traininz pro-
arams, and the county ,ffice collects data oun schuol operation for
the state. It als., provides county teachers with a complete mat-
erials and curriculum library and operates an A-V naterials center
for schuuls in the county. Dr. Wi:ins is servin; as a full-time
ecunonist-cuonsultant for the county for the three -year DEEP pr.ject.
Members LJf the county Department . f Education staff serve in many
capacities to aid rhe work Lf ECON 12, and space, secretarial ser-
vices and sther facilities are made available fur ECON 12 staff.
The county Jffice provides a central ucetinj place. County I.B.M.
data processinz services are used t> analyze results of tests and
questionnaires adninistered t, students.

Participatin.: Hizh Schuols

The fifteen hish schuols participatin,; in the project provide
classes where course devel.,pment can take place. Hih schu:l ani
schuol district administrators have been extremely helpful and are
anxious t., enc.urage teachers to participate in the ECON 12 experi-
ment. Next year schuols in Fremsnt (Alameda County) and Campbell
(Santa Clara C.ounty) will also be testin.; the cuurse.

Calif>rnia State Department of Educatizn

The State Board of Educatiin has been encourazing the expansiun
of ecunynmics educatiun and the intruduction of a twelfth jrade ec-
onomics course fur several years. Mr. Geurie Rohr is the State De-
partment .f Educatisn has the maj.r respunsibility for encourazing
econonics education, and he has been u.st helpful as an advisor and
liasun person. |

In 1965 a statewide Sicial Scierces Study Cumnittee was formed
t,y make recummendations on curriculuw chanje to the State Curricu- '
lum Cormission. Mr. Charles Myody, the Executive Secretary of the
Sucial S:iences Study Cormaittee, has shown much interest in the ECON
12 cuurse and in the teachin; systen approach to curriculum devel.p-
ment. State funds nay be available to test the ECON 12 course in
one schuol district during the 19566-67 academic year.

Dr. Wiy;ins serves on the eccnumics advisury panel of the
Statewide Sucial Sciences Study C.mnittee. This subcommiittee will
nake recummendati.ns on what econ.riics skills and knuowled ;e stu-
dents should learn in the X-12 curriculun, how ecunumics mi.ht be
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included in the curriculum, and how to improve cconumics educs’ i
jenerally. The ECON 12 teachiny system will be altered to coar m,
insufar as possible, to the recomiendati:ns f this subcumnittee.

Northern Califorania C.ouncil on Econ.unics Education

From the bezinnini L£ work on ECOM 12 we have worked clusely
with Dr. Vernon Ouecllette, the Executive Sccretary of the Northern
Calif.rnia Council. Dr. Ouelette als., serves as Coordinator -f
Ecunumics Education Prorams for the Chancellor f the State Col-
lere Systera. Dr. Ouellette is £ sreat assistznce in coordinating
the work »f ECON 12 with uther econuics education pruarams in the
state. :

Joint Council £ Economics Education

The three-ycar Devel:pmental FEe.nomics Education Pro:ram of
which ECON 12 is a part has already been described. Direct benefits
from participation in the DEEP proijram include actual financial sup-
port Of the ECON 12 project throush the Contra Costa County :rant,

In addit,n to this, the seneral J.int Council services and the ser-
vices of several :f its staff arc available t.+ ECON 12, 1In particu-
lar, project staff consult with Dr. J,hn Maher un econumics, Dr.

John Lawrence .n teacher supervision, and Dr. Hulda Grobman on course
evaluation. '

In addition to the benefits from participatin; in the DEEP
proram, the Jwint Council carries .n other pr.3rams which can aid
ECON 12, particularly in the dissemination Jf the course. The Joint
Council has orianized rejional csuncils throushout the county spon-
sored by lucal funds. The J.int Ciuncil has initiated a new pro-
zran t» build Econmmics Education Centers in colle'es and universi-
ties throuthout the country. These two roups £ local ecunumics
education ajencies will provide a way »f instituting dissemination
prosrans in those rejions where there is a demand f.ur ECON 12,

Sian J.se State Colle e

San Jose State Colle e 1s the lar:est and sldest .f the Calif-
-rnia State Colleges., It is the 25t larest institution 5f high-
er educati n in the United States. Present enrsllment is approxi-
mately 20,000 students. The colleze is the lar jest teacher trainin
institution in the state.

The colleje pruvides cunmputer services, an excellent library
in economics and cducatisn, and has couverated in holdin; special
teacher trainin; projrams for ECON 12 teachers. The Ecunumics
Department supports the work in econinics educatisn and provides
a sroup .f competent econ.nists to consult un the pruject.

ar———
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This year an Econ.mics Education Center is being or janized at

San Jose State. The Center will be in Jperation next fall and will
prouvide a campus urjanization throu-h which in-service traininy and
liason work with schuuls can be carried sut.

University Jf Calif,rnia at Berkeley

Althou:h the pruject has no official connection with the Uai-

versity, we have benefited ;reatly from workin in schools located
close to Berkeley. We have made jreat use »f the University lib-
rary and the audi.-visual center f the Schiol of Education, Uni-
versity faculty members from the 3:hool 0f Education and the Econ -
onics Department have consulted with project staff, and their ser -
vices are a maj.r project resource.
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19551965, U.S. Government Printin-s Office, Washingt.un,
D. C. .

(Ohiy State Ecunumics Education Project)
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court, Brace and World, Imc., N.Y., 1962

Robert M. Ga i, The Cunditioms of Learninz, Hult, Rinehart
and Winstoun, Inc., N,Y., 1965. '

Edzar Z. Friedenber;, The Vauishin. Ad,lescent, Randum House,
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APPENDICES

TENTATIVE COURSE OUTLINE
INTRODUCTION TO UNIT I
INTRODUCTION TO UNIT II

SAMPLE LESSON: LESSON 5, UNIT 1
SAMPLE LESSON: LESSON 7, UNIT I

SAMPLE PROGRAM: LESSON 2, UNIT I, "COMPARATIVE ADVANTAGE"
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ECON 12: TENTATIVE COURSE CONTENT OUTLINE

Unit I (6 Weeks)

Unit I introduces the student to basic social relationships studied
in economics and the framework of ideas economists use to study these

relationships.

Content

Lesson 1 - Scarcity

1. Scarcity defined as an in-
equality between culturally
based wants and physically
determined goods and services
available to satisfy these
wants. '

2. Why do the scarcity inequal-
ity exist.

3. The want-satisfaction chain:
wants, inputs, production, out-
put, distribution; consumption,
satisfaction.

4. Why scarcity persists despite
great advantages in productivity
of resources.

5. Solutions to scarcity; econ-
omic and non-economic.

Lesson 2 - Specialization and the
increase in resource productivity
1. The meaning and measurement
of production efficiency.
2, Types of specialization of pro-
duction: product, process, capital.
3. Production functions and the
law of diminishing returns.
4. How specialization increases
productivity
a. absolute and comparative
advantage
b. division of labor
c. use of capital and round
about production
5. Calculation of alternative
costs.

n
¢

No. of
Learning Device Class Days

filmstrip, 4
worksheet,

overhead trans-

parancy,

reading: Tolstoy

“How iuch Land Is
Enough':

E.M., TForster,

“Mr. Andrews"

program on pro- 5
ductivity, film

showing

the evolution of in-
creasing productiv-

ity through the use

of specialization,
worksheet, program

on comparative

advantage



Lesson 3 -~ Exchange and the
role of money

1. Barter

2. Exchange ratios, or prices
in barter exchange.

3. Inefficiency of barter as
a means of exchange, and the
functions of money.

4. The qualities of money.

5. Expansion of markeis and
the evolution of money from
commodities to paper claims.
6. Financial institutions

and types of credit.

7. The relation between money
and credit,

Lesson 4 - “Economic Systems':
Economic organization of
society (liicro-economics)

1. Five basic economic activ-
ities: production, consumption,
exchange, saving, investuent.
2. Economic institutions.

3. Four basic economic decis-
iong: wnet to produce, liow to
produce, for whom to produce,
how much to produce.

4. Three social forces affect~
ing the decision mal:i~; process:
tradition, warket, and ccumand.
5. Definition of economy as an
economic system.

6. Use of ex.hange diagrams to
describe an economic system.

Lesson 5 - liacro eccnrenices and
the Circular [low tiodel of the
U.S. Lconomy

1. Exchange diapram fcr the U.S,
Economy and Russian Econcmy -
The Circular Flow Diagrem

2. Usefulness and limitations
of the diszgram.

3. The need to study an economy
as a total system - macrc-econ-
omics.

4. A fdirst model of the U.S.
economy

worksheet and
class discussion

essay and film-

strip on Tsimshian
Indians,

inductive learaing
sequence to derive

a means of studying
an economy, com-
parison of the econ-
omic organization of
the U.5. & Tsimshian
societies; . :
overhead transparencie
of exchange diagrams

essay on macro-econ~.
omicn

¢ orhread transparen-
cies

film

worksheet

1
sy

4
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Lesson 6 - Economic Goals readings, 3
and Conflicts, Economic worksheet,

Policy
1. Four basic economic goals:

freedom

progress

stability

Jjustice
2, Conflict of interest in
the pursuit of economic goals,
3. Rational Decision making
to resolve ccnflicts of
interest.
4, Applied cconomics: the use
of economic analysis in form—
ing econonic policies in
business, unions, and govern-—

class discussion

ment.
Lesson 7 - What is Economics? program, 2
1, Definition of economics student essay

a) deliniting of subject

matter
b) description of methods
of econowmic analysis

Lescon 8 - Fxamination 2

Uait IT (V-2) welko

The purpose of this unit is to describe how the American market system
allocates scarce resources and distributes income, and to investigate
the extent to which the system works in conformity with our national
gnals. To accouplish this objective, it is necessary for students to
understand the job prices perform in a purely competitive economy, the
c.ifect of concentration of market power on prices and on resource allo-
cation, the role of government in regulating markets and industries in
the U.S., and the effect of market forces and government actions on in-
come and wealth distribution.

Content Learning Device Class Days
readings, :

Lessoi: 1 -~ Why are prices im- . class discussion, 2

portant? What do they do? How worksheet problems

do prices affect the allocation
of resources anc¢ the distri-
bution of income?




1. A.price systeu az a cybernctic systen, ' - j
seneral equilibrdun uodel showing the '
general effect of prices in a two commo-
dity economy under alternative con-
ditions.

a., planned economy with equal
distribution of output, no l

ve———_.

money, no trading
b. planned economy with equal
distribution of incr2, prices,
and free consumer choice, l
c. market economy operating in :
pure competition
d. market economy with one pure- {
ly competitive market and
monopoly market

Lesson 2 -~ The use of models in filn 2
economic analysis : program
1. Models and abstraction ' }
2. Model construction .
3. Types of models for prediction,
explanation, idealization (
Lesson 3 - Market Supply and readings, 5
Demand overhead }
1. Defining a market transgparancies,
2. Market demand worksheet ~
3. Line grapiis and demand curves (
4. Elasticity of demand
5. Market supply
Lesson 4 — Price Determination and readings, A
the Laws of Supply and Demand ovetihead
1. How prices are determined, transparancices, \
market demand and supply curve worksheet
model shuwing market ejuilibrium
2. Why and how do prices change? ‘ g
The laws of supply and dcmand to '
predict the direction of price
changes . ' ' s
Lesson 5 - The MoZel of Perfaect readings, 2 s
Competition overhead !
1. The long-run effect of market com-~ transparancies, "
petition cn the allocation of re- worksheet '
sources: ccat, price changes, {
profits, entry of new firms ' -
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Lesson 6 ~ The Model of Perfect
Monopoly :

1.

The long-run effects of no com-
petition on the allocation of
resources; costs, price changes,
profits, entry of new firms.

. Comparison of the two. models.

Lesson 7 ~ Imperfectly competitive
markets, an introduction to the
study of Industrial Organization.

1.

2.

Classifying real industries
according to market structure
(supply and demand conditions):
a) market concentration
b) product diffecrentiation
c) barriers to entry
d) growth in demand
e) price elasticity of
demand
The relation between industry
competitive practices and
market structure.

Lesson 8 ~ Three Industry Organ-—
ization Case Studies: Aluminum,
Automobile Manufacture, and
Telephone Services.

1.

Industry studies.

a. Analysis of industry structure

b. Student predictions about
major forms of competition.

c. Simulations requiring students
to make management  decisions
under given market conditions

d. Discussjon of industry per-
formance. -

. Comparison of structure, conduct

and performance of the three
industries to draw conclusions
about the nature of oljgopoly
markets.

readings, : 2
overhead
transparancies,
worksheet

a program 2

films, teacher 10
readings, over-

head transparancies

of data, student

data packets on
industry structure



Lesson 9 - Government inter-

vention in markets _ '

1. Predictions about and eval-
uation of government inter-
ference in the three indus-~
tries under study.

2. Conclusions on the effect of
government action on market
structure, conduct, and
performance.

3. Summary of types of govern-
ment interference

a. antitrust

b. public regulation
c. price supports

d. subsidies

e. licensing

f. tax relief

Lesson 10 - Examination

Lesson 11 ~ Income determination

in the U.S. Economy

1. Income distribution in a
purely competitive c¢conomy,

2. Imperfections in factor

markets.
a, impediments to labor
mobility
1) traditions and prej-
udices

2) labor unions
3) market concentration
in the product market
3. Statistical description of in-
come distribution: income dis-
tribution by factor group
classes, sex, social groups,
occupation, education, geographic
region, urban or rural.

small group
analysis of 3
industries;
class comparison
of the 3 cases,
conclusions,
summary readings

worksheet

readings,
class discussion

overhead
projector

tr nsparancies,
text
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-

———

N



Lesson 12 - Unions and Labor
Markets: Case studies taken
from auto workers, schoolteachers,
construction workers, retail
clerks.

1. Small group study of market
structures, uniorn organiza-
tion, union practices.
Comparison of markets and
unions to reach generaliza-
tion about the functions and
effectiveness of union
organization.

2.

Lesson 13 -~ The poor in the U.S.
1. Statistical description of who
the poor are and how their

economic behavior differs
from the behavior of average
income earners.
2. Government programs related to
income distributiim.
a. tax programs
b. government transfcers
c. programs to incrcase
mobility and to train
manpower

Unit III (4-6 weeks)

Readings, 4
small group case
studies,

class discussions

to compare markets

and reach con-

clusions

film 3
readings,;
worksheet

class reports

The purpose of this unit is to provide the necessary theoretical framework
and institutional facts to analyze the success of the American economy in
achieving three fundamental goals: full employment, a steadily increasing
stzndard of living, and increasing personal economic security.

Content

Lesson 1 -~ Historical record of
growth and stability of the U.S.
economy . o :
1. 100 year growth in national
wealth, GNP, and productivity.
2. Statistical description of the
1930's depréssion, full employ-
ment budget analysis of the
1930's depression.
Use of index numbers to measure
price changes and to measure
aggregate statistics in real terms.

$%1

Learning Device Class Days
overhead projector, 3 ‘
readings

workshect

program




Lesson 2 - Definition and measure- overhead projector, 2 i

ment of the national income statis~ program
tics

1. GNP and its cowponents, I,S5,C,F ’

2. National income and its compon-
ents: wages and salaries, interest,
rent, profits.

3. Personal income

4. Disposable personal income

Lesson 3 - A modcl of nativnal income 5
determination, its implications for
government policy.

1. The relation between consumption program film on
and GNP, and the multiplier wodel. the national
2, Hational income determiuotion - income model, 2
the equilibrium process. worksheet with
3. Discretionary counter cyclical problems using.
fiscal policy,. the model dis- x
4. \utomatic stabilizcrs to stab- cussion program "

ilize national income.
Lesson 4 ~ Fxanination : 2

Lesson 5 - Monetary institutions 5 f

and monetary theory

1. Definition of money supply. program

2. Multiple cxpansion of money (
via the hanks, workshect

3. The effect of money supply :

- changes on the economy, usc of : i
the MV=PI equation of cxchange. program

4. Federal Peserve function in . . .
controlling the supply of - : s

money.
Lesson 5 ~ Ficcal aad monetary re:adings taken - 3 g
policies of the Eisenhower, Kenredy from Eccn Report '
and Johnscn adainistiracions. of the President
and other sources, f
debate on cffect-
iveness of policies
Lesson 7 - Currcnt issues in fiscal . : J
policy '
1. Discretionary monetary and fiscal readings, -3 }

policy versus automatic stabilizers. classroom discussion
2. Tax reform ' s
3. Naticnal dabt
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Lesson 8 - The battle over auto- readings, : 5
maticity: Can the economy turn debate

in a reliable performance by it-

self?

Lesson 9 - Examination : 2

Optional Units

The course is designed to permit the use of at least one of the units described
below in the event that a class completes the required units before the end of
the semester. These units introduce new factual information to the students by
extending economic analysis to other countries. They are further applications
of the theory learned in the earlier units of the course, and thus they provide
a test of the students' grasp of economic reasoning.

Unit IV - International Trade

No work has been started on this unit as yet. It will take up the free trade
argument, and will be devoted primarily to problems in international exchange.

Unit V - Economic Development

Content , Learning ﬁevice Class Days
Lesson 1 - Comparison of production film or filmstrip 1

and consumption patterns of advanc-
ed and underdeveloped countries.
1. Production: manufacturing and
agriculture.
a. manufacturing-small
modern sector cottage
industries
b. agriculture-tcchnique
and capital intensity:
structure-small family
units and large plantations
2. Consumption: mass's level of
living as revealced in their diet,
housing, utilities, clothing,
schools and hospitals.
3. Overhcad capital - espccially
transport facilities.

Lesson 2 ~ Measurement and meaning readings 1
of economic indicators. Make worksieet

students participate in collecting

and relating data.

63




- Lesson 3 ~ Simple models showing
relations and key determinants of
growth.

1. Calculation of per capita income,
given national income and popu-
lation.

2. Impact of population growth on
level of per capita income.

3. Model of growth with given capital
output ratio, rate of savings-
investment, population growth.

4, Extrapolations

Lesson 4 - Strategy of economic

development. . : -

1. A theoretical summary of what
goes into production. --

2. The supply and quality of
factors of production in under-
developed countries.

a. supply of capital,including
over—-head capital C

b. supply and quality of labor

c. technique: indigenous, and
that which can be borrowed
from advanced countries

d. supply of entrepreneurs

3. Need for planning, some - -invest-
ment criteria.

lesson 5 - India's Five-Year Plan

(second Five-Year Plan 1956-60),

democtratic~socialist in form

1. Use

2. Goals and priorities.

3. Strategy: public and private
sector, acqusitien of resources,
(saving, foreign aid and
borrowing), allocation of re-
sources, production.

Lesson 6 - Accomplishment of India's
planning as compared with that of
China.

worksheet

lecture

reading

lecture

reading,
worksheet

discussion

&
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Unit VI - The l}ussian Economy

Work on this unit has been confined to a working paper (essay) describing the
micro-economic features of the Russian Economy. The lesson will be devoted
to this investigation as well as to an analysis of the problems involved with

comparing the achievements of two economies as diverse in organizatzion and
gzals as the U.S5. and U.S.S.R.

Unit VII - Economics and the Future

1. Do the present structure and readings, 5
growth trends of the American class analysis
economy indicate a need for and discussion

new social values - new kinds of
economic analysis?
2. What problems and possibilities
are being creatcd by
v, a., automated production
b. greater income cqualities
c. the decrcasing relative
importance of the goods
producing sector and
rising relative import-
ance of the service
sector of the economy?
3. Is the rise of a Duel Economy --
private and public inevitable?

o)
9




ECON-12 -~ UNIT I: TEACHERS INTRODUCTION TO UNIT
ISSUED JAN. 1966
Objectives (All of these are long-run objectives of the course.

Because the following units will develop these objectives further,
few of these objectives will be fully achieved in Unit I.,)

1. Students should understand that (1) economic analysis applies
“ a set of basic concepts and their interrelationships to problems
involvés economic scarcity; and (2) an analysis of an economy
involves an application of this conceptual frameworXx.

2. Students must gain some initial facility in the use of these
concepts (recognition, discrimination, paraphrasing of defini-
tions) and in relating one concept to another. The concepts are:

a., wants

b. resources

c. scarcity of resources

d. economic activity to overcome scarcity; production, consump-
tion, exchange, saving, investment

e. productivity

f, production specialization, types: product specialization,
division of labor, use of capital

g. comparative advantage

h. alternative cost

i. diminishing returns

J. markets

k. money o

1. economic system (an economy), the structure of economic

institutions '

m. economic decisions: what to produce, how to produce, how to
distribute output
n, economic goals: security, freedom, Jjustice, progress,

efficiLency
0. conflict of interest

3. Students must lcarn a basic vocabulary, including the concepts

- listed above, as well as some other commonly used words in
economics: land, labor, capital. management, factors of
production, goods and services, .aput, output, firm, household,
income, wealth, assets, liabilities.

b, Students must learn the definition of economics. They should see
that to some extent wc can discriminate between what is economics
and what is not, but that ultimately, economics is a way of locking
at social organization, a2nabstracting out of certain aspects of

the general zctivity of people (given examples of social act1v1ty,
students will choose those involving economic Problems).

GoS
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For purposes of this course, economics is defined as the study of the
"economic organization" of society, that is, of the way production,
exchange, consumption, saving, investment are organized to overcome
scarcity. Economics is concerned with the decision-making process
which determines economic activity rather than with the activity
itself. Economics can be broken down into basic and applied research.
Bdsic research involves an analysig of the economic system:

1. Microeconomics: Study of individual production and consumption
units and of the wkat, how, for whom decisions. It requires
' observation of behavior of economic institutions and development
©'0f theories regarding the behavior of these institutions.

2. Macroeconomics: ©Study of the total system and of the determination
of aggregate income. It requires measurement of aggregate statis-
t;és and a theory 0f aggregate income determination.

Applied research involves solving problems related to decisions which
must be made by business, government or citizens; it relates to both
micro and macroeconomics:

1. Evaluation of the effectiveness known policies in achieviﬁg given
objectives.

2. Invention of new solutions to economic Problems,

Students should recognize that rational decision making (careful choice)
is required to overcome scarcity. Students should be able to use a
rational decision making procedure which involves '

1) specification of objectives

2) specification of constraints on achieving objectives

3) specification of alternative solutions . :

L) calculation of alternative costs of different solutions:

5) choice of optimal alternative.

Students should recognize that conflict of interest, which grows out of

the existence of scarcity, is a fact of life that they must learn %o
adjust to,

Students should recognize that the ap_.ropriateness of a poliecy or of

some given economic behavior depends on the goals and interests of the
person Jjudgihg the policy or the behavior.

The purpose of Unit I is outlined in the seven lessons of the unit:

. Scarcity

‘Production

Exchange and money
Economic exchange systems
Circular flow

VW N
.
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6. Values, economic conflict and the role of economic institutions
in conflict resolution
T. A definition of economics

Each of the first six lessons is designed to present the student with
an aspect of the nature and scope of economics. In lesson No. T,

the student will draw together the material from these six lessons
and, with the aid of the teacher, induce a definition of economics.

Lesson No. 1 presents the centrial problem with which economics is
concerned and introduces the "want-satisfaction chain." This lesson
pPresents the basic economic activities of production and consumption
and begins to build a vocabulary of economic terms.

Lesson No. 2 presents an analysis of the principal solution to the
scarcity problem (specialized production) and elaborates this
analysis by introducing the concepts of the organization of produc-

tion, diminishing returns, absolute and comparative advantage, and
alternative cost,

Lesson No. 3 expands the concept of specialization-with an analysis
of exchange (a product of specialized production) and the role of
money &as a means of making exchange more efficient. Money provides
a group of specialized services which any developed economy must
have to function efficiently. The existence of money creates the

possibility for separating the act of saving from the act of
investment,

Lesson No. L deveépps the concept of an economic system by presenting
a comparison of tw¥o economies, one primitive and the other our own.
The comparison provides (1) a basis for defining an economic system
and (2) a method for studying an economic system. The economic
system, or economy, of & society is (1) the total group of economic
institutions which carry on the basic economic activities and (2)

the exchange relations between these institutions. It is usually
possible to construct a diagram of these institutions and the
exchange relationships between them. Such a diagram is a useful
pedagogical tool to aid in explaining the economic organizatior of

a society and the basic economic interdependencies between insti-
tutions.

Lesson No. 5 begins with an inductive learning experience in which
the students derive an exchange diagram for the U. S. economy.

This is a circular flow diagram which describes the exchanges
between firms and families. This circular flow diagram is then
used as a basis for comparing the U, S, with the Tsimshian and the
Soviet economies. This allows the student to expand the definition
of economics to include the study of the operation of an economy

as a complete system, i.e., macro-economics. The circular flow
diagram is then converted into an animated model (8 min. film) of

the U, S. economy, which is used to explain the salient macro-
economic features of the economy.
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wesson No. 6 extends the study of economic systems to an evaluation
of the efficiency of the system, that is, to a consideration of the
relation between the values or goals of the society and the economic
organization of the society. The end objectives or goals of economic

~activities are classified into five categories: economic progress,
economic security, economic justice, economic freedom, and economic
efficiency. For any one society some of these goals or values will
be more important thaa for another society. Because of scarcity
there. is no society whezre it is possible to satisfy all these goals.
The relative importance of these goals is reflected in the economic
structure of a scciety. In this lesson students will compare the
value system of the pre-Columbian Tsimshian Indians with that of our
own sociecty and will study the relation of these values to the economic
organization of these two societies.

This lesson also points to *he existence of conflict of interest
(between individuals and groups in the society) over the use of
scarce recsources and over the relative importance of conflicting
goals for the society. By referring back to the comparison between
the Tsimshian and contemporary U. S. eccnomies, students will learn
~that conflicts of interest arc¢ resolved tanrough market, government,
.or traditional decisions. Through class debate on the‘'superiority’
of the Tsimshian versus the U. S, versus the Russian economy,
students will recognizec that the judgment about "superiority" is a
value judgment and that a person's judgment can be "wrong" only if
there is inconsistency bebween his values and available economic data.

Lesson No. 7 begins with a micro-program which presents, in a formal
vay, the definition of economics contained in the first six lessons.
The student is then given a series of mis-statements about economics,
vhich are common among adults. He will respond to these statements
in an essay, dialogue, or other written form, by pointing out and
correcting the errors,

-

Introductory Reading for Teachers

The success of this unit rests with the teacher. It is very important
Tor the teacher to understand the rationale behind the organization
and design of lescous inu urder to test the effectiveness of the

unit in introducing students to the rnature of economics. The foll-
.owing t.o essays are reproducad here Lo provide you with some back=-
ground reading on the definition of economics. The first essay of
economic literature is Lionel Robbins' "The Nature and Significance
of Bconomic Science." The second essay, which first appeared in the
American Anthropologist, is Robbins Burling's "Maximization Theories
and, the. Study of Economic Anthropology." 1In order to avoid confusion
'‘of nemes, it should be kept in mind that two men are involved, Lionel
Rohbins and Robbins Burling. '

e
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Lionel Robbins' essay was written to establish the area of social
activity which constitutes the subject matter of economics and to
analyze the nature of the science. The essay is now thirty-five
years old, but it remains the basis of most discussions on the
nature of economics. It was written to challenge what Robbins
considered to be misconceptions about the naturce of the economics
discipline. Until Robbins presented his analysis, most economists
believed (1) that the subject of economics was the material aspect
of man's existence; (2) that economics was concerned with the
achievement of "economic ends," and (3) that these ends could be
measured in absolute quantities. Roubins analyzed each of these
propositions and concluded that economics is not limited to the
material aspect of man's existence, nor is it solely concerned with
purely "econowmic ende" which can be reduced to absolute quantities,
"Bconomics,"” he said, "is the science which studies human behavior
as a relationship bvetweer wnds and scarce wmeans which have alter-
native uses,"”

In the three decades which intervened between the publication of
Robbins' book and the uppecarance of Burling's essay, many of the
misconceptions which Lionel Robbins huQ supposedly laid to rest

re appeared. Burling once again examinws these misconceptions

and then proposes a moderl for the analyiis of society which incor-
porates Robbins' definition of zconomics., It is a general ex-
change model which interprets ull social actions as exchanges
involving the matching of some means to ends. —

The source of Builing's interest in the theoretical founda-
tions of economics is the need of anthropologists for a
theoretical foundetion for examining the economic activity

of societies at all levels of economic development. The growing
interest of anthropologists in this field osrises from the mani-
fold problems which newly developing societies are facing and
for which traditional economics has had no read; answvers.

Burling hegins by stating five definitions of economics and
analyzing the implications of each definition. The definitions
arc: (1) Economics dcals with the material means to man's exist-
ence, (2) Fconomics stuvdies the production, distribution and
consumption of goods and services (3) Economics {when used by
anthropologists) btreates in vrimitxve societies those areas of
life which economists study in ours, (4) Rconomics is the study
of systems of exchange, vhuatever the particular institutional
arrangements surrounding tlem may be, (5) Economics is the
study of the allocuation of scarce .eans to multiple objectives or,
more broadly, "the science which studies human behavior as a
relationship between ends and scarce means which have alternative
uses."”" (Robbins, p. 16)

':',.O
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Burling refutes the validity of the first four definitions }

and presents a lucid ergument for reaffirming the validity of

the fifth, as originally stated by Robbins. He then enlarges

the application of economics, so defined, to include the study

of any social system or social sub-system designed to allocate

anything which is scarce, be it goods, services, love,. prestige

or power, The model he introduces for this purpose is that of ‘

a system of exchange. By viewing society as a system of ‘
exchange in which men try to act so as to maximize satisfactions,
Burling presents us with a model which allows us to study any
group of societies on a comparative basis. Thus the concept

of a socio-economic system enables us to analyze society as a
system of institutions devised by men to satisfy. their psycho-
logical needs. The social institutions, and the exchange. }
relationships which tie them together, form a structure which

can be studied in whole or in part. A market economy can be

studied as a macro-structure which operates to generate some level :
of national income, or it can be studied in its parts. For example,

we can study the firm as an institution with a particular struc-

ture and, beyond that, a specific industry which also has a unique
structure. Thus the concept of a socio-economic system is a

useful pedagogical tool for enlarging the student's comprehen-

sion of the meaning and use of economies, In particular, this '
exchange model can be used to analyze simple, pre-monetary i
economies; such an analysis forms the basis for a comparison '
with our own economic system and this model is used in Lesson

No. 4 on Economic Systems. Hopefully, the student will see ‘
that our own socip-economic system, with all of its complexities, -
is simply the system we have developed to satisfy our unlimited

desires for goods, services, love, prestige and power.

Vaerreer o
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Once the idea of an economy as a system is grasped, it should
not be difficult to bring the student to the realization that
the institution which dominates our system is the market and
that most of our desires or wants c&n only be satisfied if

we engage in market transactions. We must sell our services

in the market and satisfy most of our wants by purchases in the
market., Indeed, the goods and services (as well as the love,
prestige and power) we command are often determined by the

! skill with which we function in t}2 market.

.
oy
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Because the market dominates our socio-economic system, the
economic theory we must use for our own economy is principally
the theory_of the market. Because a fully developed market
economy uses money, the function of prices in determining

how we allocate scarce resources is central to understanding X
how our physical and psychological needs are satisfied. - !
The use of money also allows us to guantify the study of our
economy and to use the ideas of costs and profits to determine
whether or not we are efficient in allocating our scarce

resources,

tvelrncy
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If the student is able to move from the general idea of a
socio-economic system to the specific idea of a socio-economic
system based on the market, it should be possible for him to
avoid the misconception that economics is only the study of
what we buy and sell (dull stuff to most students).

Finally, there is one clarification which should help the
student better to understand the nature and purposes of
economics: Wwhen we use such terms as "economic activity"

or refer to an economic activity such as production, consump-
tion, saving or investment, we are using abstract concepts,
These are useful and necessary words in any economic discourse
but the student should always keep in mind that there is no
purely economic activity, rather there is an economic aspectto gener —
al social activity, such as production; its economic aspect
might seem exclusive but it always has a social and political
aspect, perhaps even a religious aspect as well.

The phrase "economic activity," which will be used throughout
the course, is simply shorthand for "the economic aspect of ~
social activity." The economic concepts aud models to be used
in the course are techniques of abstracting the economic aspect
of social activity. They allow us to speak of economic activity
without having to concern ourselves with such things as polit-
ical or religious questions. We should, however, make certain
the student doesn't take the theoretical concept or model for
reality and forget that these '"economic activities" are imbedded
in the totality of our socio-economic system.

If the student can keep the distinctions presented in this

unit clearly in mind, he will be a rather sophisticated observer
of society and will have an insight into the nature of society
and the nature of the intellectual tools which social scientists
have developed for studying society.

b?z
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ECON 12

INTRODUCTION TO UNIT II

Purpose of This Unit

A.

C.

This unit is a

careful study of how the U.S. Price System works to

allocate scarce resourccs among alternative uses to satisfy human

wants, and how

Lessons in the
number of days

1. Lesson 1 -

2. Lesson 2 -
3. Lesson 3 -

4., Lesson 4 -

5. Lesson 5 -
6. Lesson 6 -
7. Lesson 7 -

8. Lesson 8 -

9, Lesson 9 -

well it works.

Unit. Eelow is a list of lessons in the units, the
lessons should take and a list of materials.

Definition and function of Price System, 2 days, student
readings.

Models in the Social Sciences; 2 days, movie, program.
Market supply and demand, 5 days, overhead transparancies,

readings (this is an cssay on price theory which covers

the material in lessons 3-6), workshéet (this workshect
covers lessons 3-6). ‘

Price determination and the laws of supply and demand,
4 days, sce above, overhcad transparancies.

Model of Perfect Competition, 2 days.

Model of Pure Monopoly, 2 days.

Introduction to the study of Industry Organization,

2 days, program.

Threc case studies, 2 weeks, overhcad transparancics on
the aluminum industry, movie, readings, tcacher essays,
student problems, program on public utility regulation.
Public Control of industry, 3 days, readings.

Gencral Description of the lessons.

1. A study of
and of how

how the price of a product is determined in a market,
price changes affcct resource allocation.

a. Lesson 3 shows how market demand and supply conditions affect
the price of a product and it shows the laws of supply and
demand operate to determine pricce changes.

b. We present two models of how price of a product is determined
’ by the interraction of demand and supply in a market.

(1) for
(2) for

the case of perfect competition
the case of perfect monopoly

c. These twe zxtreme types of markets Aare compared tc learn the
differences between production, prices and profits in the two
kinds of markets, and to compare the effect on the welfarc of
consumers and producers of the 2 market types.

d. Lesson

2 of the unit is a short lesson on the usc of models and

the scientific method. The purpose of this lesson is to con-
vince students of the need for using models to describe the price

system

and to increas¢ their willingness to study the 2 models

we prescont.
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2. A study of competition in actual markets in the U.S.

a. These lessons are used te study how varied competitive
conditions really are in the U.S., how competition
actually works and how well it works in different in-
dustries. ‘

b. The three industrics chosen for close study - aluminum
manufacturc, auto manufacture and telephone services -
are all closer to pure monopoly than to pure conpetition.
These industries are chosen because of the importance in
our econorly of highly concentrated, mass production in- ,
dustries. Each industry illustrates a different group of
characteristics and problems to be solved.

¢. In studying thesce industries, it is important for students
to understand that competitive conduct of firms in an
industry is detcrwined by the market structure of the
industry - the conditions of supply and demand confronting
the firms. The performance of the industry - its efficiency
and ability to satisfy wants - depends on competitive con=
duct and therefore on the market structure.

3. A study of govefﬁﬁent policies which regulate market competition,
and of the effectivenes:s of these policies in protecting public
welfare.

a. This is a study of two bésic policies and a survey of a
group of others: ' ' .
(1) basic policies: antitrust laws and public regulation N . !

of business: o ' '
.(2) other policies: subsidies, tarlffs, bovernment ownership,
government procuremcnt, patcents.

b. The government regulation and control over the three industries
are analyzed to provide illustrations for a bricf discussion
of the effectiveness of government policies to control markets.

4. Student analyeis of thc effect of high concentration of markét
power and of thc major problem: of cconmomic organization raised |
by the cxistence of a large proportion of highly ccncentrated
industries.

D. Major Objectives of the Unit

1. The lessons in this unit should prov1dt students with two kinds
’ of intellectual experiences: . . o ‘ {

a. We hope that students can learn what market competition is .
.and what it means to compete by actually making business ) l
.. decisions themsclves. 1In both the studies of the theoretical

[
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models and in the case studies of real industrics, the class
activities should be organized to get students ito try to make
decisions as 1f they werce the business executive faced with
a decision to be made under certaln market conditions.

This roll playing has two advantages: Students start to get
2 feeling for the nced for ratiomal decisions aud start to
learn how %o make thum. Sccondly, they start to understand
, the excitement and the dauger of the biggest sombling arena of
them -all.

b. Students will get practice doing some cconcnic anzlysis by
manipulating models to draw conclusions about 'ideal' market
conditions, and in using summary data to Zforin and test hypotheses
about the conduct and performance of a particular industry.

2. The unit should give students enough practical experience analyz-
!' ing markéts and cnougn informuticn to enable students to reach
certain conclusions about the U.S. market systcm:

. a. There are many kinds of competitive conditionsgy the way firms
l compete and tie cifect of the coumpetition depeuds on industry
) market structure.

z b. Oligopoly is a comlnant mavket fowms in the U.2., so the price
i mechanisw is somewhat out of kiltcer. Pirices do not always
change as oftea s they chould, ind profirs nay be aigher than
they would be under more cowmpecitive counditions.

c. The cffigicncy of an industry's organization must be judged in
the light of market characterigtices, Not all monopolies or
oligopolies are bad. #Most ~re inv iteble - they zre a natural
develepment due to th2 exictenca of ccovnsaic: of scale.

v d. Government intzrfcererce in warkets is necessary to prevent

1. businesses from moucpulizing smarkets and fron pursuing policics
detiriaeotal to clizcuers, but detemmining effoctive government
policiwes is very tricky.

e. Note of Caitiius >
¥, 1. We use two theorcetical w.lalr - purfect ceuwne titicn and perfect

monopoly ~ to stzte and comp 2 ihe elficicnny (performance) of

_ the two extrai.es arikaet types. Tuey provide o basis of com-
. parison wher studying the efffci-ncy of a real industry. They
j are not studicd Lecause rezi marikels arc suppesed to operate or
i " do oparate lilw <hn model oues. Tue two models are not models

for prediction cr of perfiecticn. They are idealized models which
allow one to predict behavior under the “perfect" conditions.

When we nean by '‘perfoct' “cemplete’ - perfect competition |
means complete cr absolute freedon of entry into a market, and

a completaly standardized product; perfect monopoly means a

market with one scller znd no poscibility of entry of a competitor.

s
\
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2. The theoretical analysis of thesc two model markets in ,
economics is like a laboratory experiment in the natural
sciences. It is the way economists study the effect on
competitive behavior of firms when market conditions are

" given and known. The predictions of competitive actions
in the model world provide hypotheses about what happens
in real markets under somewhat different conditionms.

3. Lesson 3 is a longish lesson using supply and demand curves

to show low prices are determined and how they change.

This lesson may be rough going for some classes. It's main ‘

use is in getting students to understard: /

(a) the meaning of demand and supply as functional relations
between price and quantity {

(b) the meaning of demand and supply conditions - all the
other variables which affect quantity bought and sold.

(c) thc meaning of price sensitivity of demand and supply '
~ elasticity of demand and supply. It is very important
for students to understand this idea and the easiest
way is to show it on a graph. If students can't under-
stand graphs, obviously this isn't very helpful. We
have tried to provide as much help as we can in simpli-
fying this analysis, but you may want to ignore the
graphic analysis, and try to cover these ideas without
the rigorous geometric treatment.

CCC Dept. of Education ' i
SW:mr '4/26/66 150c







LESSON NO. 5

THE CIRCULAR FLOW MODEL OF THE U.S. ECONOMY

5 DAYS

ISSUED FEB 1966

' Table of Contents and Specifications

Instructor's Materials

1. Content Outline _
2. Long-term Behavioral Objectives
- .37° Interim Behavioral Objectives
4, Summary Chart - Content and Objectives
. 3, Lesson Sequence Chart
‘6. Lesson Sequence
7. Teacher's Guide to the Student Worksheet:
_B.. Overhead -transparencies.of the Circular Flow Diagram
9. Outline of information on the structure of the Russian-Economy—
10. Film of the Animated Circular:Flow Model

Eguigment Needed
/

" Day 1, overhead'projector, screen, grease pencil
ml, -Day 3, 16 mm. film projector and screen

Student Materials
—1. Lesson - Worksheet

. _Summary-essay on macro-economics_and the circula:_£10u4mxh=LJuL
» the U.S. Economy.
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LESSON 5 CONTENT OUTLINE

ECON 12 Unit I

Purpose of this Lesson: (1) Tc derive an exchange diagram for the
U.S. economic system which describes the exchanges between the major
production and consumption institutions; (2) to use it as a basis
for comparing our economy with the Soviet Economy and the Tsimshian
Economy; (3) to expand the definition of economics to include a
study of the operation of the economy as a complete system; (4) to
demonstrate how the U.S. system operates through the usc of a dy-
namic circular flow model of our economy.

Description of the Circular Flow Diagram

A. General Summary
The circular flow diagram is a simplified model of a money ex-
change, industrialized economy which: :

1. Shows the major exchanges which geitrate income and output;
2. Explains the generation of aggregate income and output as a
continual circular flow of goods, services and money between
B Al . firms' and families. :

B. The Circular Flow Diagram is a Diagram Summarizing Exchanges Be~
tween Producers and Consumers.

1. .As a diagram summarizing exchanges, it shows the relation ba-
tween the two major cconomic institutions: firms and families.

a. firms purchase productive services'from families, and
families purchase final output from firms

b. the exchanges arc money exchange'aﬁd can be shown by the
diagrams below e '

- inputs
FIRMS B ' FAMILIES
(Producers) ' (Consumers)
tncome) > (factor owners)
noncy
|
FIRMS 1« revenue FAMILIES
(Producers) (money) ~_(Consumers)
(factor cwners)
. outputs -

ERIC o
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C. The two groups of institutions are completely interdependent.
Firms depend on families for the supply of factors of production
and for the purchase of thei’ jutput. Families depend on firms
for their income and for the guods and services which satisfy
their wants.

D. This relation or interdependence between firms and families is

circular:
inputs
incone '
\\Il : \1/
FIRMS FAMILIES
"Producers” (Cocnsumers)
(Factor Onwers)
/h revenuc : . ’1\

outputs

The  money used to pay factor owners is usecd by the families to
buy the output of the firms. The money circulates around the

. system, back and forth between firms and families. Tﬁé same is
true for inputs and outputs. Inputs are transformed into out-
puts, which are used by families to generate new inputs.

The diagram is called a circular flow diagram because these exchanges
between firms and families go on all the time. There is a continuous
series of cxchanges to generate a continuous flow of production. The
economy never stops going. Pcople receive income at periodic inter-
vals, but this is income they werc carning while working. They re-
celve income in lump sums at intervals for a flow of services they
provided between pay periods.

A. Economists distinguish betwe;n quantities as either flows or
stocks:

(1) A quantity is defined as a flow if it mcasures a rate of act-
ivity; i.c., it measures somet "ing generated over time. In-
come of any sort is a flow, because it measures services of
inputs in some production process; income is earned for work
performed over time; but it is zero at any one point in time.

(2) A quantity is a stock if it measures a thing which exists at
somz point in time. Wcalth is a stock because assets in
existence can be counted and valued at any given point in time.

.An example will clarify this difference bétween stocks and

flows. A firm produced 1600 pairs of shoes valued at $10.00/
~ pair per day. It uses 100 workers who are paid $3.00 /hour.

&0



Production is at the rate of 200 shoes/hour. Production is
a flow. At the end of the day the firm has 1600 pairs of
shoes, a stock. Workers earn $2.00/hour, a flow. At the
end of the day the worker has $16.0C in assets, a stock.

Parveeny

B. 1In the Circular Flow Diagram, the arrows denote the direction
of the flow of money or real things.

3. The circular flow diagram is often drawii to show factor and product | ,‘
markets. In the U.S., usually firms and families do not make ex-
changes directly. Instead, there are exchange institutions which ‘
bring buyers and sellers together.

A. Retailers buy from vholesalers (who buy from the producing firms) |
and sell to families in product markets.

B. Similar exchange institutions exist for the sale of the services
-of factors of production in factor markets. We sell labor, some- ’
times with the help of labor unions and employment agencies. We :
sell or lease land or. buildings with the help of real estate
agencies or leasing companies. . , i

p———m <
_— n; inputs ///£act;:\\\ inputs o
o J/ k Markets )income g

Firms Families

N whclesaler
spending

family ‘
Product Yspending
Harkets ) outputs !

N4 | o

II. The Circular Flow Diagram and The Study of the Economy as a Total ¢
Economic System ——-—- MACRC-ECONOMICS.,

' outputs

. )
A. The Economy as a totnl economic system. ) - !

into a whole, especially such combination according to some
rational principle; ....Physiol. An assemblage of organic :
structures composcd of similar elements and combined for the
same general functions: the nervous system. (Funk and Wag-
nall's Standard College Dictionary).

1. A system is '"an orderly arrangement of parts, elements, etc., ‘

o ———
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2. In order to fully understand a system, such as a watch, it is
necessary to understand
a) the functions of the system —- a watch tells time
b) how all the parts of the system serve these functions --
what makes the system work.

3. Economists consider the economy of a country a system of
‘ economic institutions bound together through cooperation and
exchange. ¥ :
a) the function of an cconomic system is to produce want
: satisfying cutput from scarce resources
b) it is nccessary to study the micro systems —-- cconomic in-
stitutions -- of the economy to learn how they serve the
‘general purpose of the economy.
c) it is necessary to study several questions related to the
performance of the total ecconomy.

(1) how to measure total output and income;

(2) what dctermines the level of GHP:

(3) the relationship between total income and total output;

(4) determinants of the growth -in GNP: |

(5) the relationship beiween GNP and components of GNP--
invegtment and consumption ‘spending;

(6) how to measure the stock of total wealth

(7) the detcrminants of the rate of growth on the total
wealth of an economy.

d) the questions listed above are the subject matter of macro-
economics. Macro-economics is that part of economic analysis
which deals with the study of the total economic system of
an economy,

The circular flow diagram can bec converted into an anlmated model
of the operatlon of the econony.

1. A movie is provided with this lesson to presant this animated
or dynamic model of the‘economy. The circular flow diagram
described above can be thought of as a static symbol of the
dynamic model in which the arrows stand for actual flows of
money or real things

2. This dynamic model of the economy shows:

a) more clearly than the diagram the circular flow of money and
real things;

b) how income and output are generated. Output and income are ’
‘generated simultaneously. Factor owners reccive income for
producing cutput. -

c) the interdeperdence of income and output. Given "a' above,
then the total income generated for the society in a given
period of time depends on the productive services provided
by factor owners during that period. The total output

&2
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produced by the society for that period depends on in-
puts and on the willingness of thc families to buy the
output. In this model where families spend 211 they
earn and firms spend all revenue for ncw inputs, it
follows that income ecquals output for any given period
of time.

the relation between noney flows and the flow of real
goods and services-produced. A money payment must match
every bit of consuuption and production. People and
firms receive money payments for what they produce.

A corollary to this is that all real production and all
productive services are valued in money terps.

(1) GNP = market valuc of final output
(2) Hational Income = market value of all pro-
ductive services supplied.

The Limitations of the_Circulaf TFlow Model

Simplifying Assumptions. The diagram and model are based
on some assumptions about economic behavior:

1.
2.
3.

4.

All factors of production are prlvately owned by families
All production occurs in firms.

Families spend everything they earn on consumption goods
and services. Savings = 0.

Firms produce only consusption goods and services.
Investment (I) = 0.

Institutions Omitted from the Model

1. There is no government '
2. There are no financial institutions
3. There is no round-about production

Limitations in Analysis

1.

The model does not explain how markets allocate scarce
resources. It does not explain how ecounomic institut-
ions make the 4 basic économic decisions.

. The model does not explain or show economic growth. It

shows how aggregate income nd output are gencerated, but
it does not show how they grow. However, the model can
be used to figure this out. The factors which cause growth

“are the factors which one must assume are constant in

order to get 2 constant rate cf operation of the model:
a. constant size and number of firms and families;
b. constant production, consumption, exchange patterns.

Generality of the Circular Flow Hodel

The model describes any industrailized, money exchange econ-
omy. It can cven describe the Soviet Economy. The only

Ty
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changes needed to describe Russia are changes in labels to show

that firms are statc-owned and that thcre is no property in-

come flowing into houscholds. - These changes represent minor

changes in the diagram, but they represent major differences

in economic organization and in values. Thesc differences be-

tween the U.S. and Soviet economies do not show up until we

study the organization of economic activity. 7

B. The model does not describe the Tsimshian economy, although
there are some similarities between the exchange diagrams for
‘the U.S. and Tsimshian economies. The differences:

1. In the Tsimshian economy the exchanges are-betﬁeen self-
sufficient local clan groups. In the U.S. and Russia,
" they are between producing and consuming units.
2. " In the Tsimshian diagram the exchanges are barter or gift

exchanges. In the U.S. and Russia they are money exchanges.’

LONG-TER{ OBJECTIVES

Given'a circular flow diagram, as shown in the Content Outline, the
student will be able to analyze and cvaluate its significance in
describing a money exchange economy by performing the following tasks:

1. Given examples of market institutions, correctly identifies them
as operating in either a factor or product market.

© 2. Defines factor and product market in a written sentence as, re-

: _spectively, a market in which the services of factors of pro~-
duction are sold, and a market in-which final goods and services
are sold.

3. From short descriptions of the cxchange systems of four economies,
list those which can be described by a circular flow diagram.

4, TFrom a list of characteristics (institutions, exchanges, economic
activities) of our cconomy, ident .fy those items which are not
described in the circular flow diagram.

5. From a list of alternatives, correctly identify the main features
of the U.S. economy shown by the circular flow diagram. These
are: (a) specinlization has created separate production and con-

: sumption institutions;
(b) there are two main types of exchangcs between firms
and families; : :
(c) exchanges are money exchanges;
(d) total income equals total output for the whole economy
for some given -period of time;

£4




(e) the economy is in continuous and circular op-
eration, so that any changc in income is also
a change in output:

(f) one can measure income and ocutput in either
real or moncy terms for any given period cf
time, the output produced by firms is 'equal"
to the firms.

6. Student states in his own words why, for any given period
of time, nation:l income equals the GNP (market value of
output). Answer: income earned for a given period and
output by firms for that period are both generated by the
same thing, production for that pericd. Since families
pay out all income¢ on consumption spending, and since firms
pay out all revenuc on inputs, GNP = National Income.

7. Explain in writing wity GNP and NWational Income of production
are measured in mouey units instead of in "real" units.

- INTERIM OBJECTIVES

The student will:

1.
2.

3.“'

4.

Draw and label the circular flow diagram for the U.S.

List at -least 10 characteristics of the U.S. economy not shown

or accounted for in the diagram.

Draw a circular flow diagram for Russia and list difference be-
tween U.S. and Russian economies which are shown by the diagrams.
List assumptions implicit in the circular flow moving model which
keep the system operating at a constant speed: firms and famil-
ies have a constant size and number,; production, consumption and
exchange activities remain unchanged.

State in writing why the circular flow diagram or aminated wodel
are useful for studying our 2coucmic system: because they des-
cribe the characteristics listed in long-termn behavioral object-
ive 5. :

State in writing why the circular . lov dizgram is called a cir-

cular flow diagram: bacause it shows the constant operation of

the economy a2s a never ending, regenerative cycle of economic
activity which generates flows of real inputs and outputs and
money income.

Given alternatives, recogalze the correct reason why it is es-
sential to study an economy as a complete system: because it is

necessary to understand how the cconomy performs its basic function.

List the things which nust be studies about the total economy

(See Content Outline II, A, 3c).

From alternatives, recognize the definition of micro-economics
as the study of the functioning of the total economic system.

(
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Macro~Econ-
omics

4 Model of
the totzal
econonic
systen

¥

/
/,,

Stock &
Flow varia-
bles in
economics

Measuring
GNP in ifcney

Units

Eeqential katerial

Jlong-term chiactites)

5.&6, Main features of
the U.S. Ecorrmy des-
crited by Circular
Flow model, in par-
ticular, why GNP =
Hational Income.’

diagram movie by

7. Lefine, identify
cxanples of zach

8. Explains why ccon-
oriic stock & flow
quanities are meas-
ured in money units
rather than in phys-
icel units

¥perience

a. Review definition of
system; analyze functicn
and parts of 5 common
systems

b. List important fea-
tures of total =zconomic
system which should be
studied

c. Define nacro-econ-
omics

d. View circular flow
diagram movie by writ-
ing dowm obscrvation

of parts & operation of
the animated model

e. Relate the movie
model to questions in
macro-economics and make
generalizations about
the cperation of the
economy as a whole

a. Review of how flowus
are shown in the film

b. Define terms
c. Identify examples,

d. Ccmpute rates

T e Fe
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Turoorta of

SITREYIOnCe

a. To allow students to
discover the need to broad-
en the study of an economy
to macro-econgmic problems
b.-c. To learn an approx-
imate definition

d. Give students practice
in mzking careful obser-
vations, to interest stu-
dents in the analysis to
come, to provide a visuel-
ly compeclling and under--
standable model

2. To give students pract--
ice in eccnomic analysis

a. To reinfcrce undcrstand-
ing cf the meaning of GIiP,
and wealth (or assets)
b.-d. Learn definitions

To take advantage of stu-
dent’s understanding of

the circular flow diagran
to explain why economists
nzke mest measurements in
money units

& amm———

Discussion &

worksheet
HMovia of Circular
fiow
6
L)

Discussion &
workshzag

Lecture - Dis—
cussion, worksheet,
and movic

Discussion
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CONTENT AND OBJECTIVES

SUMMARY CHART

Content or
Concept

Exchange Diagrams
for the U.S.:
Circular
Flow Diagram

Factor &
product markets

Essential ligterial
(long—-term objectivus)

1. Cheracteristics of U.S.
econicay described by the
diagrams

-

2. Tefinc factor & product
markets exanples of market
institutions in each

3. Typa of economic system
described by the circular
ilcw diagram

4. La.itations ow
Diagram

Interim & Experionce

Objectives

a. Derive diagrams

b. Draw & label on

worksheet

a. Draw & label new
diagr ns

b. discrininate between

e.g.'s of factor &

produ:t market institut-

ions

a. Injuiry session to
alter diegram to des-
cribe Russizn economy

b. Compare U.S., Russian

& Tsiashian exchange
diagrins

c. De:iormine what kind
of economy 1is describ-
ad by circular flow -

indus:rialized, mone-

tary 2:conomy
d. List characteristics
of U,3. aconomy not

shown on diagram

Purpose of

Learnuing Exp. -

a. To allow students to

discover the diagrams

b. To learn its char-

acteristics by drawing
the diagrams

a. Samec as above

t. apply definitions

a. To reinfeorce uhder-
standing of the use of
circuiar flov diagram;
get students actively

engaged in analyzing the

diagram

b. Same as A, toc intrc-

duce study of compara-
tive economic systems
c. To induce and get
general acceptances of
the gensralization

d. To get students tc
analyze diagram and
reinforce meaning and
usefulness of the dia-
gram

Learning Drive

Device

Discussions &

. worksheet

overhead
transparencies .

worksheet

&7

Discussion
and work-

sheet
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LESSON SEQUENCE

DAY 1

Describe the purpose of the. first part of the lesson: to con-
struct and analyze exchange diagrams for the U.S. and Russian
economies; to compare the: exchange diagrams for the U. S., Rus-
sian and Tsimshian cconomies.

Quickly (5 minutes) review information from Lesson 4 by asking
the class the following questions and by having students supply
answers orally.

A. For the Tsimshian economy, what were the main exchange, and
between what economic institutions did these ﬁxchanges oc-
cur?

Answer: Potlatch exchanges between local clan groups, bartur
bctwegp local clan groups.

B. What are the main differences between the Tsimshian and U.S.
economies?

Answer: (1) Separate producing ana consuming institutions
in U.S.

(2) Money and markets are very important in the U.S.
economy; tradition is important in the Tsimshian
economy;

(3) The U.S. econony is more dynanic, there is more
change and growth, . :

Complete Frame 1 of the workshaet to derive a circular flow dia-
gram. In a class discussion ask students questions about the
U.S. economy from Frame 1 of the worksheet. Llicit class respon-
s¢s quickly. These questions are easy to answer. Their main
purpose is to lead students to the information which will enable
students to construct the circular flow diagran. Students should
answer your questions orally, .and write the correct answers in
the space provided in Frame 1.

A. When you get to Part E, try to get students to develop the
circular flow diagram on the r own. Either ask a willing
student to draw his suggested diagram on the board, or draw
the diagran yourself from instructions provided by students.

B. For parts E~ H, and I which ask students to draw diagram,
after you construct the diagrams, show the overhead trans-
parencies of the diagram and ask students to copy it in the
space provided in the worksheet. You should try to cocmplete
this frame by the end of the period.

Homework: WOrksheet, Frame 2




DAY 2

1.

Derive an exchange diagram for the Soviet economy. (This is an
optional exercise. It's main purpose is to further reinforce
the neaning of the circular flow diagram by getting students

to figure out how to change it to make it describe another in-
dustrial money exchange economy. "It is also useful as an in-
troduction to the study of the Russian economy. However, if
you feel students have a complete understanding of the circulat

. flow diagram, you may want to eliminate this exercise).

A. Ask students, as a class activity, to alter the circular
flow diagram for the U.S. to make it appropriate for the
Russian economy.

B. Studéents do not have enough information about the Russian’
economy to do this assignmcnt without help. We suggest
that you act as a resource person to answer any student
questions which students need answered in order for them
to collect the recessary information to complete the assign-
ment. ' ‘Instriuct students that they are to figure out the
changes in the diegram for themselves, that your only func-
tion is to answer the necessary factual questions which
they need to know in order to complete the assignment.
Instruct students to ask questions’ 50 ‘that you can answer
with ‘a yes or nu. The purpose of this assignment is to
force students to frame the nccessary questions which will
lead to a solution of the problem.

To aid you in preparing for this activity, the attached outline on
the Russian economy 'is provided (It is the outline which was pro-
vided in the summer workshop)

C. Instruct students to complege Frame 3 A and ‘B which summar-
ize this actlvity. o

D. Use Part C of Franc 3 as a basis for a brief ciass'discuss-
ion, and ask students to sunmarize the discussion by com-
pleting the frame in their worksheats.

Begin the seccnd part of "the iesson -- the study of an economy
as a complete econonic ystcﬁ (macro-economics) Describe the
purpose of this part of the lesson: :

A. To expand the definition of aconomics to include a study of
the operation of the economy as a complete system,

B. To convert the circular flow diagram into an animated model
of the U.S. economy;

C. To use this model o explain certain important feéatures of
the U.S. cconcmic system.

.
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Conduct a lecture-discussion to justify the need for studying
the cconoiy of a country as a total system:

A. Review the conclusions of Lesson 4 -~ about the procedure
for studying an economic systen:

(1) Identify and describe the decision-making behavior and
economic activity of all major economic institutions;

(2) Describe the interdependence between these institutionms,
the exchange system which ties the institutions to-
gether.

B. Review the definition of the word system. *'A system is an
orderly arrangement of parts, clements, etc., into a whole;
especially such combination according to some rational
principle; ... Physiol. An assemblagt of organic structures
composed of similar elements and combinced for the same gen-
eral functions: the neverous system.! (From Funk and Wag-
nall's Text Edition of the Standard College Dictionmary,
Harcourt, Brace and World).

C. Point out that we have not yet considered the nced to study
an economy as a totality, but that the circular flow diagram
does summarize the ecouiomy as a total system. Ask students
these questions: )

(1) What conclueions can you draw about the functions of
our economy from studying the circular flow diagram?
Answer: Satisfy wants through the production, distri-

bution and consumption of goods and services.

(2) Are these functions of any economic system? (That is
are these functions characteristic of all economies)?
Answer: Yes

Review the meaning of the word system. This experience is in-
cluded to make sure that students understand the difference
between studying the economy in parts and studying it as a
total sysiem, one big totality. Students must recognize that
in order to understand an cconoi .c system one must understand
two things: (1) the functions of the system, and (2) how the
parts of the system serve thesc functionms.

Ask students to read the short discussion about systems at the
beginning of Frame 5. Then complete Frame 5 as a group activity
in class. The cxamples of systems given in Frame 5 are all
common systems with readily identifiable functions and parts,

Homework: Complete Frame 4 and Frame 5 (any parts no completed

in class).

20,



DAY 3

1'

2'

Review Frame 4 ‘and an] part of Frame 5 which students complet:ed
as homework.

Studying (the U.5. ceconomy as a total (macro) s stem.

A,

Ask students to suggest some of the quastiong which must
be answered in crder to describe mere fully the operation
of the total economic system of a country, and which rep-
resent a kind cf'analysis which is different from the study
of individual econumic institutions (micro systems). You
want students to suggest creas of study related to macro-
economic thmrJ ., such as:

(1) What is the level of National output (Gross Nat:ional

‘"Product)? That 1s, hov do you measure GNP?
(2) What determines the level of GNP?
(3) ‘'What is the velationship between GNP and National Income?
(4) What det:crmlnes the growth or decline in GNP from one -
year to the aexi? .
(5) What is the relationship between GNP and total invest-
ment, totzl cecnsumntion? ’

"(6) What is the relation between GNP and the supply of money?

(7) What is the level of national wealth? That is, how do
youv measure the total wealth of the economy?

(8) What determines the rate of growth in the t:ot:al wealt:h
of an- czonomy? ‘

The end objective of this activity is to come up with these
questions. "Try to get students to suggest them themselves.

If they do not, or do not raise all of t:hen, then state them
yourself, : ‘

Ask student to complete part A of Frame 6.

As part of this activity discuss cach question briefly. Try
to get students to answer these questions. They should not
be able to do very nuch, but ° - is important that students
start to think about the general operation of the economic
system as a preparation for their viewing the cirecular
flow model fili:. You want students to become interested !
in macro-cconcmic questions to recognize the difficulty of
ansvering these questions with the tools and knowledge avail-
able to them, a2nd to be ready to accept the nced for some ’

‘sort of simplified, formea, abstract means of st:udy'mg t:hese -

problems -~ & model of the economy.

_.Define this area cf economics as macro-—econorics (See Content

Outiine' IIA, 3d).




F. Point out that part of the difficulty in studying
macro—-economics is that, unlike other systems =--
the car; the human ~a house -- one can't see
the total economic system. One can only observe the
part of it in which one is involved himszalf. In the
same way that cne can see a human being without being
able to observe the functioning of its vital micro-
systewms, so one cculd observe the U.S. economy from
a space ship-without seeirig how national output is
-generated and distributed.

3. A Model cf the Economic System

A. Introduce the movie of the circular flow model. (The
purpose of the film is to provide an animated model of
the generaticn of national output). Explain that the
movie is a very simplified model of the operation of.
the economy. Close observation of the model suggests

answers to scme of the questions raised about macro-
economices,

B. Instructions on viewing the film. The £ilm shows the
operation cf the model economy for three months, then
repeats the same thing over again to enable you to show
the movie twice without having to rewind it. Each com-
plete showing lasts about four minutes.

(1) Tell students to obscrve the film carefully. Show
the film through the end of January and stop it.
Ask students to complete part B of Frame 6: nane
and briefly describe all parts of the model.: To
aid students, a drawing of the model is provided
on page 1l of the worksheet. . :

(2) Finish showing the film through once and stop the
projector. instruct students to complete part C
of Frame 6: Write down all of their observations

+of movencnts of parts of the model. They should
be able to write these obscervations as the movie
is being shown.

4. Class discussion of the operation of the movie model.

This class discussion should be brief as possible. The
purpose is to pool the observations of the class, teo make
sure that all students saw the important aspects of the model

A. Ask students for their observations and write down the
correct observations on thé chalk board. Ask students to
make cotrections on their worksheet. '
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C. For incorrect observations, try to get other students to
make corrections. Only accept observations of what was
in the movie. Do not accept any analysis of the model.

D. If necessary, show the second loop of the film to clear
up any questions. This tine you may want to carry on the
discussion as the film is shown.

Homework: Ask studeats to try to apply what they observed in the
films to answer the questions in Frame 7, to preparve
for the class discussion the next day. '

DAY 4

1. Analysis of the Circular Model to Describe Importarit: Features of

the Operatiun.of the U.S, Econony.

A.

B.

Show the film through again.

Complete Frame 7. In a-class discussion ask students to re-
view the questions stated in part A of Frame 6 and repeated
in Frame 7. For each question, after thu class has doene a
satisfactory job or relating the questioti to the animated
model, ask someonc to summarize the disi: ussion. Write the
sumnery on the chalk board, and ask students to copy the
summary in the space provided in Frame 7. (Note: The typist
did not leave enough space for a complete answer in the work-
sheet).

The purposc of this discussion is to investigaté which of
the questions can be answered with the aid of the circular
flow model, and to arrive at tentative answers. Use the
sample answers provided in the Teacher!s Guide as a basis
for designing your classroom strategyv.

The discussion will allow you te¢ ring up two important is-
sues which students usually have difficulty handling, but
which you should bec able to wo. through if students were
obscrvant enough in viewing the novie:

(1) The distinction betwcc.nw'stock and flow vafiabl;s:'in econ~-

omics. .(See Content Qutline for an analysis of these
terms).. National income theory or amalysis is an analysis
of the det:eminat:ion of the flow of income. Theories of
economic growth are theories of what determines the growth
of the stock of wealth of an economy. It is import:ant: for
,st:udent:s to sce that there are two important areas of
study. and that, the variables involved are different in
kind. One type of variable -- flow variables, such as

e,
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income, production, consuaption ~- are measured by rates. The other
type of variable -- stock variables, such as wealth -- are measured
by real a2mounts.

(2) The meaniug of a rate. tiational Income is measured as a rate of flow
of income earned in o particular period of time: c.g. $580 billion
dcllars per ycar. The $580 does not actually cxist. It is the in-
come generated by ccomcnic activity over a perind of time. It is a
sum. The meaning of & wvate is portrayed in the movie. The rate of
income generation: i the speed of the flow of the inner circle. The
measurcment of thie rate is the sum accumulated in the counter. The
sun is a2 way of quaitifying =~ measuring -~ ihe speed of the flow.
(In terms of the caleculus, the r.ovie shows the relation betwecen a
derivative and the integral).

., On the other harnd, tue nuuber used to measure a stock variable does

actually represent tuc cimeunt of the thing which 1s in existence at.
some given point in time.

(3) An understonding thut Cl2 and Nationzl Income are flows, that there-
fore they can only te quantified by adding up the amount generated
over a pericd of tima. Af any ounc point in time;, GNP = 0, GNP only
has meaning as a rate p2v period of tine.

(4) The conctant operation of the economy. GWP is generated continuously.
) The eccnony never steps, not even on Sunday!

(5) The distinction betwecn the real and money value of income or output.
In our ecccnony, because all output and inputs are purchased for money,
it is possible and zenvenient tc measure real things in money units
of measurement instead of in phiysical units. It is meaningless to
measure GHP in physical units becausc total output is made up of so
many differenc things. P2ut GNP can be measured in tcrms of the market
(morey)velue of what is produced.

The fact that shirsicel thingc can be measured by their monetary value
makes it pousi fo; cconwmists to measure things. However, measuring
thinzs in tone s craates rroblems teo. Whenever the price of the
thing changes, Lh roucy niasurcment of it also changes. This problem
is seriocus, ana the cconciists soluilon 15 to deflate things measured
in mon2y units to elininate the effect of price changes. This last
issue will no: be t:lon g wiacil Unit IT of the course. At this point,
it ic importeat to =cke the opportunity presented by the film to get
studeuts to cee v]r econcsiuis neacure things in woney units instead
of in physical ite.

Lle
oL

Homework: Ccunlete Frome 3 and 9. |

DAY 5

1. Review Frames 8§ and Y.

2, Go on to Lesson 5.

24
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LESSON NO. 5
CIRCULAR FLOW MODEL OF THE U.S. ECONOMY
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CONTENT . TEACHER VISUAL
DAY 1
Exchange Diagram for the 1, Review information from Use chalk board to de-
U.S. economy lesson 4. velop the diagrams.
2. Fast paced question & Use overhead trans- ;
answer session to de- . | parencies as a guide f
velop the circular flow for students in com-
diagram, describe its pleting the diagrams :
ol characteristics, show its | on their worksheet. s
limitations, & provide' '
students with practice in :
drawing the diagram. ‘}
1
DAY 2 N
Exchange diagram for Conduct an inquiry training Chalk board to ;
the Russian economy session in whicu students develop exchange i
alter the circular flow dia- | diagram
gram to make it apply to the i
Russian Economy by asking {
teacher for any information '
on Russia necessary to com-
plete the assignment. . i
Comparison of U.S. & Class discussion on similar-
Russian Economies ities & differences between ;
Russian and U.S. economies. 1
The need to study an 1. Revicw conclusions from
economy as a total Lesson 4 on how to study
economic system an economy.
2. Review definition of
"systems" & complete Frame \
3 in group discussion. }

‘»’W i oo~




WORKSHEET

HOMEWORK

EVALUATION

Frame 1: questions related
to the development of the
~{rcular flow diagram, an
exchange diagram for the

U.S. economy. Students

complete the frame on the
basis of class discussion.

Frame 2: summary quiz
questions on the diagram

Frame 2, worksheet

' Frame 2, worksheet

Frame 3: students draw
Russian diagram,
summarize comparison
of U.S. & Russian
economies.

Frame 5: for five examples
of systems students must
identify parts of the
system & major functions
of the systenm.

Frame 4: short-answer
questions comparing
Tsimshian, Russian &
U.S. economies through
analysis of exchange
diagranms.

Complete Framec 5

13
o

Frame &4

Frame 5




" Lesson Sequence Chart (Continued)

CONTENT TEACHER VISUAL : S
Ay 3 |
}Macro-Economic System Tries to elicit from List on chalk board

The major research questions students some of the i

of Macro-economies, the
study of the econ.mic system
as a whole.

An animated Circular Flow
Model of an economy.

_difficulty of ariswer-

major things to study
about an economy as a
whole.

Tries to get students
to answer thesc ques-
tions, and to see the

ing them.

Show movie - en anima-

ted circular flow
model.

Students write obser-
vations about the
model's parts & oper-
ation in Frame 6.

generation for 3 months. !

4 minute movie of an )
animated circular flow ‘
model showing income

SRS

DAY 4

Analysis of the Circular

Flow Model to:

1. show how to measure GNP

2. what determines the 1level
of GNP

3. the relation between GNP
& National Income

4, the relation betwecen GNP
& Consumption spending

Discussion of vocabulary:

1. stock & flow variables

2. real & money measures of
goods & services

3. rates

Frame 7.

Frame 7, and help

Leads a class discussion

in which students relate
the movie model to the
questions about the
econony as a whole in

Go back over those
caicepts which were
raised in completing

students relate what
they saw in the film

to those concepts.

If necessary, show film
again.

DAY 5 Review Frames 8 and 9

O e

IToxt Provided by ERI

8




WORKSHEET

HOMEWORK

EVAULATION

Frame 6, A: Students
record list of major
issues involved in
macro-economics.

Frame 6% writec observa-
tions of the parts &
operation of the model.

Frame 7: provides space
tc summarize class
discussion on the the
relevance of the movie
model to seven questions
about micro-econonics.

Frame 8: short questions
on important points
raised in day 4 class
discussion.

Frame 6, A:

Try to answer
questions in Frame 7
by applying obscrva-
tions about the movic
model.,

Frame & and 9

Frame 9: summary frame
testing student knowl-
edige of the usefulness
and limitations of the
circular flow model.

Frame 8 and 9

End of lesson test
End of Unit test
End of course test



LESSON NO. 5
STUDENT WORKSHEET
CIRCULAR FLOW DIAGRAM AND MODEL
In this lesson you will de the following things to
further your understanding of the subject matter
and methodology of economics. You will :
l. derive an exchange diagram for the U.,S. economic system called
the circular flow diagram (it describes the exchanges between the

major production and consumption units of the economy);

2, use the circular flow diagram as a basis for comparing our
economy with the Soviet economy and the Tsimshian economy;

3. expand the definition of economics to include a study of the
{ operation of the economy as a complete system;

4. see how the circular flow diagram can be converted into a model
of the U.S. economy; !

5. learn to use this model to explain certain important features
of the U,S. economic system,

--------- e e m -

The following Frames will be usedas homework and
classroom activities to help you develop your first
model of the U, S, economy.

FRAME 1 Notes on Constructing an Exchange Diagram
for the U.S. Economy

A, What are the major U.S. economic institutions and what are
their functions ?

B. What are the main exchanges between producing and consuming
institutions in the U, S, ?




Lesson No, 5, Student Worksheet Page 2

FRAME 1 - contd.

c'

Dc

E'

Gc

Diagram these exchanges

What do these two diagrams show about the dependence
between firms and families ?

Consolidate the two diagrams in '"C'" above into one diagram
which shows the circular dependence between firms and
families.

PRIVATE FIRMS FAMILIES
(Producers) (Consumers)
(factor owners)

This diagram is called a circular flow diagram,
(a) why circular?

(b) why flow ?

What exchanges are not shown in the circular flow diagram?

|



Lesson No, 5, Student Worksheet Page 3

FRAME 1 - contd

H. Define: factor market,

I, Define: product.

J. Draw a circular flow diagram showing factor and product
markets.

K. Draw a circular flow diagram which includes the government.

PRIVATE COVERNMENT
FIRMS AGENCIES CONSUMERS

202



Lesson No. 5, Student Worksheet Page 4

FRAME 2

A, How. do you know from the diagram that thereis private property?

B. How do you know from looking at the diagram that there is
production specialization?

C. What are the major economic activities shown?

, and

Which are missing ? and

D. What major economic institutions of the U. S, are missing from
the diagram ? and

E. What major exchanges between economic institutions are shown?
1.
2,
What major exchanges between economic institutions are
missing?
Q L.
2,
3. :
F. Does the diagram do the following?  If so, explainhow,
1. Describe whaf is p'iroduced.

2. Describe how goods and services are produced,

3. Describe how output is distributed.

3-8

. Describe how much output is produced.

—————
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Lesson No. 5, Student Worksheet Page 5

FRAME 2 - contd,

G. Check the items below which are considered family income in
the circular flow diagram,

1. wages
2. income from selling your house
. money received as a gift

. Dividends from owning corporate stocks

_3
_4
__5. rent income to the owner of a factory
_6. money collected from an inéurance policy
__1. Store manager's salary

Why are the non-checked items not conside redincome?

H, For the items below, which are exchange institutions in either
a product or a factor market ? Write whether the institution
operates in a product or a factor market,

1. The Teamster's Union

2. Ford Motor Company

3. Your local Ford dealer

4, The local beer distributor

5. the Milkman
6. a Real Estale Agent

7. Farmer |

8. an Employment Agency

€ '
Z0q



Lesson No. 5, Student Worksheet Page 6
FRAME 3 EXCHANGE DIAGRAM FOR THE SOVIET ECONOMY
A, After the diagram is developed in class, copy the exchange diagram

for the Soviet economy in the space below, Make certain you copy
all labels correctly,

B. List the major differences between the diagram for the U, S. and
the diagram for the Soviet economy.

C. Are these important differences? Answer this by answering the
following questions:

1. In what sense are they important differences?

2. What are the important similarities between the U.S. and
Soviet economies?

Hy,
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Lesson No. 5, Student Worksheet Page 7
FRAME 4

COMPARISON OF EXCHANGE DIAGRAMS: THE U,S., SOVIET, AND
TSIMSHIAN E CONOMIES

This frame tests your understanding of the similarities and differences
between the U.S,, Soviet, and Tsimshian economies that are revealed
by studying the exchange diagramsfor these three economies. After
each of the following statements, write the name(s) of the economy(ies)
for which this is a true statemeiit. Some statements are true for more
than one of the three economies,

1. Many exchanges aremoney exchanges,

2, Families receive profit as income,

3. Families receive labor income,.

4, Most market exchanges are by barter,

5, Families own the factors of production,

6. Families are the major producers,

7. Familiecs are the major consumers,

8. A family's income is its output,

9. A family's income is worth the same amount of money as its
output.

10, A family can rent land it owns for money income.

11, The families own the factories,

12, The people in the economy do not make a distinction between land,
labor, and capital as three separate factors of production,

13. Families buy most of the things which satisfy their wants.

-&
N
-~




J.esson No. 5, Student Worksheet Page 8

FRAME 5 MACRO AND MICRO SYSTEMS

A system is a set of interrelated components which are organized
into a whole so that they perform specific functions., For example,
the automobile is a system of mechanical locomoticn designed primarily
to transport human beings froin one geographical spot to another, Most
complex systems are made up of many sub-systems which are necessary
to the perforsriiance of the general functions of the system. For example,
the automobile has as its syb-systems the carboration system, the
cooling system, and the electrical system. Each of these sub-systems
is composed of sub-systems; for example, the car's electrical system
has a system of distributing spark to the spark plugs, a system for
generating electricity, and a system. for storing electricity. On the
other hand, the automobile is a sub«systemof thetransportation systemn
which in turn is a sub-system of the economic system.

Whether or not we call something a system or a sub-system depends
upon our point of view, And in order to avoid confusion in terminology,
we wiil refer to a system as a macro - system (a large system), and a
sub-system as a micro - system (a small system). For example, if
we are interested in how the automobile functions in the total transpor=-
tation system, then we would refer to the automobile as a micro-system,
On the other hand, if we are interested in how the automobile performs
the functions of transporting human beings between geographical points,
the automobile as a macro-system is the subject of ouxr investigations.

» For each of the fcilowing examples of a macro-systern, list:
(1) its function or functions, {2)the micro-systems of which
it is composed, (3) the function or functions of the micro-~

system,
MACRO FUNCTION OF ‘ MICRO - FUNCTION OF
SYSTEM MACRO-SSYSTEM SYSTEM MICRO—SYSTEI\E
A House

e
» e
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1 'FRAME 5 - CONTD,

; MACRO FUNCTION OF MICRO FUNCTION OF
! : SYSTEM MACRO-SYSTEM SYSTEM MICRO-SYSTEM

This
Course

The Fed-
eral Govern=-
ment

Bell Tele-
phone Co,

The U, S,
Economy

L A08




Lessbn No, 5, Student Worksheet Page 10

FRAME 6 - DESCRIPTION OF THE CIRCULAR FLOW MODEL OF AN
INDUST RIALIZED MONEY EXCHANGE ECONOMIC 3YSTEM

A, Studying the U.S, Economy as a Complete Economic System -
The class has just discussed aspects of the U.S, economy which
must be studied in order to explain the operation of the total
economic system, In the space provided below, state the ques-

tions about the economic system which were raised in class,

Things to study about the U.S. Economic System:

B. List and give a brief description of all the parts ofthe circular
flow model presented in the movie in class,

C. List and give a brief description of all the movements you see in
the circular flow model,

Q9






Lesson No. 5, Student Worksheet Page 12

FRAME 7 - MACRO-ECONOMIC QUESTIONS AND AN ANALYSIS OF
THE ANIMATED CIRCULAR FLOW MODEL

1.. After the class discussion is compieted, summarize the discussion
of each oi the following questions in the space provided below.

A, What is the level of national output? (How do you measure GNP?)

B. What determines the level of GNP?

C. What is the relationship between national output (GNP) and
national income?

D. What determines the rate of growth or decline in GNP ?

\
é}.}
A“éb
E. What is the relationship between national output and total
investment; total consumption spending?

F., What is the level of national wealth?

G. What determines the rate of growth intotal wealth?

& .

eleade
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FRAME 8 SUMMARY QUESTIONS ON THE CIRCULAR FLOW MODEL -

A. The total of all income received by families in a given period of

time is the N I ___of the U.S.

for that time period.

B. N I __ 1is the sum of wages and

salaries + 1 R + P

C. The total of all receipts of business firms from the sale of output

produced in a given period is G N

P

D. Why is it always necessary to state the amount of GNP as the amount

produced for a certain period of time?

E. 1In the table below, list the value of GNP and National Income for
the three months shown in the movie.

Month GNP National
Income

Jan.

Feb.

Mar. .

F. In this circular flow model, why is National Income always equal
to GNP?

G. In this circular flow model, what is the relationship between GNP,
total consumption spending, and total saving?
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FRAME 8 (Continued)

H.

Economists distinguish between two types of quantities: stocks and
flows. Define and give an example of each from the circular flow model.

A stock is

A flow is

Flows are always measured as rates (or ratios), and the rate is a time
rate.

In the following examples, choose those items which are flows and re-
state them as rates.

a. A business produced 5000 pairs of shoes in 1965.

b. A business owed $50,000 to a bank at the end of
1965.

c. On June 30, 1964 the XYZ Corporation sold
$1,000,000 new stock certificates.

d. John Doe earned $500 in November, and $500
in December, 1965.

In this circular flow model, what is the relation between the speed of
the inner circle and the number in the counters? And what does this
relationship have to do with measuring rates?

In 1965 GNP for the year was somethiné like $680 billion. Does this
mean that at the end of the year there existed, somewhere in the U.S.
$680 billion of income? Explain.

413
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FRAME 8 (Continued)

L. Explain why economists usually measure total income and total output
of an economy in money units rather than in the real quantities of
goods and services used or produced?

What is the disadvantage of measuring GNP and National Income in
dollar values? . )

K.
b
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FRAME 9 LIMITATIONS OF THE CIRCULAR FLOW MODEL

A. This circular flow model explains the generation of: (check the correct
items)

__a. GNP

b. total investment of the economy

c. national wealth

d. the total amount of capital equipment in the economy
e, total saving in the economy

f. total consumption spending

___B. national income

B. Which of the following kinds of general economic questions does this
circular flow model answer best? (Choose one alternative)

___a. what goods and services are produced

___b. how scarce resources are allocated between businesses
___c. what determines.the rate of generation of GNP

_d. how fast the economy grows

e. the relation between GNP and National Income

Ve
C. Summarize the usefulness and limitations of this circular flow model.

115
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LESSON NO. 7

WHAT IS ECONOMICS?

2 DAYS
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Purgose of Lesson
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I'"“requisite Objectives

Explrience Objectives

Summary Chart - Content and Objectives
Lesson Sequence Chart
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Student Materials

1. Program on the Definition of Economics
2. Questionnaire on Siudent Evaluation of Unit I
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PURPOSE

The purpose of this final lesson in Unit I is to review the
previous six lessons and to enable students to learn a complete
definition of economics which they can write and defend. S:udents
are required to expluin the four necessary parts of the definition,
to compare different correct definitions. distinguish economics
from the other social sciences, to describe the two major fields
of economics (macroeconomics and microeconomics), and to disting-
uish between the science of economics and practical economic
decision and policy making. Finally, students will be able %o
use the definition of economics by analyzing seme popular mis-
conception of what economics is.

-t
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CONTENT OUTLINE

I. The Definition of Economics

A definition of economics as a social science and which
establishes a frame of reference for studying eccnomics.
1. Lionel Robbins defines economics as ''the science which

studies human behavior as a relationship between ends
and scarce means which have alternative uses." (p. 16,
The Nature znd Significance of Economic Science.)

. This definition sets forth the four principal charac-

teristics of economics:

a. "science." This means that economics is a study
which uses the scientific method, a procedure which
involves thc following steps:

(1) collection of data or observations about the
thing to be studied

(2) statement of hypotheses about the nature or
operation of the things being studied

(3) empirical or theoretical testing of the hypo-
chesis.

b. "studies human behavior as a relationship." The fact
that economics studies human behavior makes it a social
science. Social sciences study group actions and
organization as well as individual behavior. This
phrase also implies that the science of economics is
not limited to some subgroup of human behavior from
one point of view.

c. "between ends and scarce means." The aspect of all
human behavior studied by economists is any behavior
which involves achieving ends when the means are scarce.
Economics is the study of human behavior related to
solving the scarcity problem, problems which arise
because wants are greater than the available resources
to satisfy these wants.

d. '"which have alternative uses." Solving the scarcity
problen is complicated by the fact that there are
alternative uses for the scarce means (resources).

I1f che mcans were sca..e, but there was only one use
for cach resource, it would then be easier to solve
scarcity. The resources available would completely
determine che possible outputs. The only problems to
be solved would be to decide how many resources to use
--how much to produce--and how to distribute the out-
put~-for whom to produce. The fact that there are
alternative uses for scarce resources means that people
must also decide what to produce and how to produce
these outputs.

119
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3. A restatemen:t of Robbins' definition into plainer English
is, Economics is the social science which studies how people
decide between alterna:ive uses of scarce resources to satisfy

B. The Relations between this Definition of Economics and What has
been Learned About Economics in Lessons 1-6.

l. To ge: a firmer grasp on just what it is chat economics studies
it is important to delimit the field of study so :hat a person
can distinguish betwcen what is and what is not economics.

2. Because cconomnists do no: confine their study =o some very
specific group of things. it is impossible to state a defini-
“ion which is exact. But i: is useful i:o delimic the field
so tha* the scudent lnows the group of things studied which
form :he core of the science at the present tine.

3. For this purpose, it is useful to identify certain types of
human behavior which are primarily economic, and which are
therefore more often studied by economists. There are three
importiant ikinds of social behavior which are importanc:

a. activities which are primarily economic in “he sense
that they involve the use of scarce resources to
satisfy wants:
(1) production
(2) consumption
(3) exchange
(4) saving
(5) investmenz
b. decisiscns which are primarily economic in the sense rhat
they involve choices about how to allocate scarce resources
to satisfy wants:
(1) what =0 produce
(2) how to produce this output
(3) fcr whom to produce this output
(#) how much to produce in total
c. Economic organization. People organize into groups,
economic instiiutions, o make these decisions and to
carry oui this accivity. The total zroup of :hese econo-
mic institutions in a given society when studied to-
gether, is called the econony or econowic system of
that society.

4. Economics is :he social science which studies the organization
of society to make dacisions and carry out activicies which
allocate scarce resrouces *o satisfy human wants. [Economics
is the study of economies or econonic systems.

C. The Relation between Econonics and the Other Social Sciences
l. To get a still firmer grasp on what cconomics studies, it is
also important to be able to distinguish economics from the
other social sciences.




-5
CONTENT OUTLINE

1_ 2. Just as it is impossible to stake oui precise limits on what
gcunomics studies, iz is impossible to coutpletely delimit the
area nf the differen’ sccial sciences. The disciplines over-
lap. If you can see in wha: ways they differ and in what ways
-they overlap, you can get a clearer understandingz of the subject
matter of economnics.

3, S:atements defining some other social sciences:

a. Anthropology is the study of :hec physical and cultural
characteristics of man, particularly of primitive man.
b. Political Science is the study cf governmenit and politi-

{ cal power (when political means the body politic).

‘ c. Sociology is the study of sociecy, the forms of groups
within society and the interaction of thasc groups with
one another.

I1. Major Parts of Economics

é A. A division according “o rhe way an cconony is studied.

1. Microeconomics is the science which studies the individual
economic organizations (institutions) in a society. and the
relations between these individual organizations (institutions).

U a. The institutions studied: major production, consumption.

exchange saving and invesiment institutions in the society.
In the U.S., this includes tha family business firms

labor unions, financial institutions, government agencies
involved with taxation and government spending.

b. These institutions are studied in order to enable the
student to describe and predict how these organizations
make the three allocation decisions of wha: to produce,
how to produce and for whom to produce.

2. Macroeconpmics is ihe science which studies the operation of
the esonomy as a total economic system. This study is primarily
an inquiry into what determines the total level of production at
one point in time and over time.

B. The Distinction Between Pure Economics and Applied Econoiiics

1. Pure economics is the purely scientific part of economics
which is concerned with increasing knowledze about economic
systems, both from the point of view of microeconomics and of
macroeconomics. FPure science deals with describinz explaining
and predicting the thing b ag studied.

a. pure econonic analysis requires the use of methods which

are scien:zific, and requires the economist to study the
the subject objectively, with the end purpose of increasing
the body of e¢onomic knowledge.

b. pure research is judged according to its success in ex-

plaining and predicting.

2. Applied economics is “he use of economic knowledge to solwve
practical economic problems. These problems usually require

economic policy decisions designed :o achieve specific ecoun-
omic goals. |

ERIC 42
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a. Econonic policy is defined as a plan of acrion or a
guide for making decision.

b. The procedures used in applied econonics are ra:ional
decision making procedures which will yield a wise
decision stating che action to be pursued :to achieve
some goal or goals.

¢. Economic policies (applied econonics) are judged by
their success in achievini ihe intended goal(s). The
test is pragmatic (does the policy work?).
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PREREQUISITE BEHAVIORAL OBJECTIVES

All of ihe following behavioral objectives are prerequisite objec-

tives (the new term for whac were previously "interim" objectives).
There are no long-term behavioral objectives associated with :his les-
son because in later lessons students will learn more abou: all of the
distinctions made in this lesson.

1.

Students will write a definition of economics which includes ihe
following parts: (1) it is a social science (Z2) it studies human
behavior related to the scarcity problem--how to satisfy wants with
scarce resources (3) the behavior studied are choices required
because zhere are alternative uses of scarze resources.

Given “he definition of econonics stated below, students will be
able to write an answer to the followingz questions about the defini-
tion. The definition is, "Econouics is :the social science which
studies how people decide between alternative uses of scarce re-
sourxces to satisfy wants."

a. Why is economics a science? Ans: because it is a study of
phenomen2 using the scientific mechod. S-udents should
state the three parts of the procadure.

b. Why is economics a social science? Ans: because cconowics
is a study of human and group behavior. 1I: studies one
aspect of social organizacion.

c. How does economics differ from sociology when sociology is
defined as the study of society, the forms of groups with-
in society and the in:eraction of these zroups wih one
another? Ans: Economics is the study of economic decisions
of econonic institutions, whercas sociology is a broader
study. 1I% studies all groups of people, and all aspects of
areup activity.

d. 0f the four basic economic decisions (what, how, for whora, and
how tauch), studencs can choose which would be eliminated if
Lhere were no alternative uses of resources, chat is if
each resource had only cne use. Ans: Whai and how.

Frora alternatives students can identify why economics in-

volves a study of econonic insticutions. Ans: because

these organizations make “he major economic decisions.

f. Students recognize that economics is more concerned with
econonic decisions than with economic aciivity.

©

, g¢. Given an example of social organization or a social problen,

students identify which social sciences would study the or-
ganization or problen.

3. Given examdles of huiian decisions such as the choice of a spouse,
of reli<jion, of an occupation, or of a political candidate, stu-
dents can identify the economic aspect of ithe decision from a
group of -alternatives., For example, :he 2conomic aspect of
choosingz a spouse involves the inability %o choose more than one
spouse, *+he importance of his or her income earning or spending
capacitcy, the level of weal:h.
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EPT . PREREQUISITE BEHAVIORAL OBJECTIVES
4. Given areas of micro and macro study in economics, students will
label :heir correc:ly. For example:
a. How General Motors sets :the price of new cars (micro)
b. How the Jones family spends its income (iicro) -
c. How raising personal income taxes will affec: total consuner
spendin (macro)
d. How union orgzanized collective bar"alnm" will affect wages
in the carpeniry :rade (micro) _ :
c. The way in which union organized collective bargaining has
affected inflation in the last thiriy years (macro)
f. Comparing labor produciivity increases in the steel and
au:o industries between 193 and 1965 (nicro) :
5. Given examples of pure econonic research and praciical policy
problems, s:udents distinguish between the two. For exanple:
a. studying the organization of the sieel industry (# and size
of firms, what and how nuch each firm produces, etc.) pure
b. studying how much land should be devoted to state parks in
California, .pulicy
c. s*udying the need for additional legisla:tion to further
lini: monopoly power of large firms, policy
d. study of the laws which regulate the electric power
industry, pure

>
e
e
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EXPERIENCE OBJECTIVES

Read a short essay on the interelacion of economics and other
social sciences and why these fields of study are considered
scientific.
Complete a program which gives students practice using what ‘hey
have learned about economics by requiring them to analyze examples.
Complete a questionnaire which asks for siudent opinions about
various aspects of Unit I.
Parcticipate in a class discussion on the meannzof econonics and
the purpose and effectiveness of Unit I in 3iving studenis this
underscanding.
Write a paragraph or shor: essay (not to exceed 2)) words) dis-
cussing one of the following statements in the light of what the
studen:s now know about economics:
a. Will studying econamics help you balance the fanily check-
ing account or stay wiihin a budget?
b. Are you learning how to make roney in the stock market?
or, Can you tell me what stocks co buy?
c. Economics is not a science because economisi:s cannot carry
on experiemen*~s to est hypo~heses about economic activity.
d. Economis“s are all Socialists.
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Note:

CONTTNT

Day 1

Defining
Economics

LESSON SEQUEMCE CHART

Because this lesson is short and because most of che learning
occurs through completing a progran, the lesson sequence has
The lesson sequence chart constains all of
the instructions necessary to organize the lesson.

been elininated.

TrACiinR WOTKSHEET
Administer Prosram on all
progran najor learning

for ihe lesson

Lhaswer cquesiisa
abou: Unit 1;
encourage con-
struciive critid -
cisn of :he uniit
to get students

zo decide how much
they have learued
and whecher or not
they know ur care
about econonics
studies

—— -

27

RN

HOMEWORK EVALUATION
Complete attitude Criteria test
and interest ques- from the
tionnaire (use I.B.M. program

cards and pencils;
card # 3320103

S:iudy for exanination
on Uniz I

using class discussion
as ¢ basis for review
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LESSON 7 PROGRAM ON THE DEFINITION OF ECONOMICS

We are at a point where we can round up some of the ideas we have
been discussing, refine them a little, and arrive at a more careful definition
of what economics is.

We began with the thought that economics examines how we dispose
of scarce resources in satisfying the wants of mankind.

Then we discussed some of the chief interests of the economist:

- The activities with which economics is concerned

(production, consumption, exchange, savings, and

investment) ;

- The decisions to be made about the use of scarce
resources {(what, how, for whom, and how much to
produce);

- The organization and operation of economic systems

and institutions as they evolve under the influence
of the social forces (tradition, command, and market
competition).
These economic activities and decisions, and the finctioning of
economic systems and institutions are all the outcome of human actions, or,
to use the proper word, of human behavior.

Suppose we combine these statements in one sentence as a first step

toward a definition. Is the following a good summary?

Economics is the study of human behavior as it

affects the disposal of scarce resources to

satisfy wants.

178
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Well, there's room for opinion here, of course, but we feel that

the definition says it rather neatly, as far as present discussion has gone.

Now take a look at this next definition and see what you think of it:
Economics is the science which studies behavior as
a relationship between ends and scarce means which

have alternative uses.

[y




JUNRSE

What you feel about it is again your opinion.

However, this is the definition on which most economists agree.
It comes from a British economist, Lionel Robbins, and has stood the test
of 30 years of debate.

Since economists (an argumentative lot) are so widely agreed on

this definition, let's look at it more closely.

First, Robbins uses the words "ends" and "scarce means' where we

have preferred to say . . . what?

and




Page 4

We have said "wants" and "scarce resources" where Robbins says g

"ends" and "scarce means'. But the meanings are the same.

Notice that Robbins says, "scarce means which have alternative {

uses,"

Why is he so particular about ''alternative uses"?
Suppose we have a resource which is scarce (i.e., there is not
enough to satisfy all the desires for it) but which has no alternative

use. Do we have to make any economic decisions about this resource?




—————

Yes, we would probably ha've to make some.

The economic decisions are:

(1) Wwhat to produce;

(2) How to produce;

(3) For whom to produce; -

(4) How much to produce.

For the scarce resource with just a single use, it would not be
necessary to decide on what to produce or how to produce the output. The
other two decisions do raise questions, but these questions are simple as
compared to those that must be answered when a scarce resource has alter-
native uses. When we must decide how to share a resource between a number /
of possible uses, the problems get much more involved, and these are the
problems which are of primary interest in economics.

Take another look at Robbins' definition. It contains one word
which we have not used or discussed up to this point. Can you see what it

is? l

4 N
L
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Robbins rightly calls economics a science. And that has some
implications. Let's see what they are.

The sciences are divided into two broad groups: (1) the natural
or physical sciences, and (2) the social sciences. The' former, as their
name implies, study what happens in the natural and physical world and
they include biology, chemistry, physics, geology, and astronomy. The
latter study the social things of the world -- people, and, in particular,
people in groups. In addition to economics, the social sciences include:

Anthropology: The study of the physical and cultural
characteristics of man, particularly of primitive man.

Political Science: The study of government and political

power.
Sociology: The study of society, the forms of groups
within society and the interaction of these groups with
one another.

1f you have any acquaintance with the sciences, you may be accus-
tomed to thinking of each science as a separate subject. But, of course,
this is just a convenient way of looking at the sciences when first learning
about them. As you learn more and more about the sciences, .the dividing
lines get blurred. This 1is particularly true of the social sciences.

For example, suppose we study a dispute over wages and working con-
ditions between an industry and a labor union. Which of the social science
disciplines is involved? C(Certainly, economics. And, since groups of people
are involved -- families, the locals of the union, companies -- this could
also be a topic for the sociologist.

Thus, a problem from real life can involve several of the social
sciences. And, very important, each scientist will study the problem from
the point of view of his particular science.

133 Suppose we plan to study how religious groups have affected a

modern city's political power structure. This seems to be an area of study




"M'

which involves the social sciences.

likely to be involved?

(a) sociology
(b) political science

(c) anthropology

Page

Which of the following disciplines are
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(a) and (b). The sociologist is interested in the interaction

of groups of people.

political power.

The political scientist studies government and

The anthropologist probably would not be involved since his

interest tends to concentrate on primitive societies.

Are economic issues likely to be present in a study of this sort?
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Yes. The problems of how to use scarce resources are everywhere
in politics -- the reasons why the religious groups take part in politics
may be partially economic.

Another important point: When we talk of something being a

science, we mean that it uses the scientific method. This method helps

the scientist to extend knowledge by explanations which concentrates on
the analysis of facts. This is not to say that a scientist never guesses,
or that he does not have theories and opinions like the rest of us. But
it does say that conclusions and predictions made by scientists must be
consistent with the facts. Thus, in using the scientific method:

(1) He assembles as many facts as possible about the thing to
be studied;

(2) On the basis of the facts, he makes an informed guess about
the nature or the operation of the thing to be studied
(this is called "stating a hypothesis');

(3) He tests to see if his hypothesis is accurate. For a very
simple example of the scientific method, we can turn to the
natural sciences. Suppose a chemistry class has the problem
of identifying a liquid. One of the facts it has on hand
is that blue litmus paper will turn red if dipped in an acid

solution.

Can you state a hypothesis for this situation?
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The hypothesis might go like this: When the litmus paper is dipped
in the solution it will turn red, indicating an acid.

The test is simply to dip the litmus paper in the solution. By
doing that, the c;ass can add another fact to its collection; if the paper

changes color to red, the solution is acid and the hypothesis is accepted.

One of the basic concerns of science is to discover the laws by
which various things operate. These laws, once discovered, can then be used
to make accurate predictions about what will happen with similar things in
similar situatioms.

For a number of reasons, there are many more such laws in the nat-
ural and physical sciences than there are in the social sciences. Thus, a
physicist can predict with great accuracy the period of swing for a pendulum
of a certain length, simply by usiﬁg the law that governs it. But a social
scientist finds it hard to predict how people will vote in an election, for
example, or how they will spend their income.

Basic problems in explaining human actions are that it is hard to
tell what a man thinks or how he arrives at a conclusion; we can, however,
find out some things about his thinking by observing the things he does as a
result of his thinking.

Can you supply the word the scientist uses for the phrase "the

things he does as a result of his thinking'"?




The scientist's word is '"'behavior."
C ‘ - o i
We mentioned earlier that it is often hard to classify a real-life

problem as belonging to just one of the socialvsciences. In many cases, the

problem can be examined from the viewpoint of more than one social science.
But c;n we.turn this idea ovef, as it were, and say that it is

hard to find a real-life problem in the social sciences that is not in some

way economic?

Take, for example, two young people in love. They decide to get

married. Does this involve economic issues?

-

138
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Darn right it does! The starry-eyed lovers may not be giving )

much attention to economics. But they are immersed in economic issues
up to the ears. ‘g

Here are some of the issues involved in courtship and marriage. ’
Which of them are economic?

(a) income earning capacity

Pamrw—y Lo TN

(b) religion -

(c) race

upremsiy &

(d) personality ' .

(e) physical characteristics

(f) level of wealth




. ‘ Page 13

] (a) and (f) are quite definitely economic isses.
B The'others, as you may have noticed, are all social science issues
and most have economic aspects.
The foregoing list of economic issues is far from complete.
As newly-weds, the couple will become a new economic unit, a source of

purchasing power (probably credit) for all sorts of things they never had

before, a living proof that two cannot live as cheaply as one. By marrying,
they will enter into a contract in which, in many states, property becomes
jointly owned and in which a husband takes responsibility for his wife's
debts.

Marriage involves a much more basic economic decision. Since a
person can marry only one spouse at a time in this country, a choice of one
marriage partner automatically excludes all other choices. There is a real
scarcity problem. If you marry Suzy or John, you give up the fun of being
married to Jill or Mark. The alternative cost of marrying Suzy is the

pleasure you would have had being married to Jill.

Next question: How about working on a political campaign? Does

i this involve economic issues? And if it does, can you name any of them?
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Yes, economic issues are involved.

If you are personally working in a political campaign, then you

have, for a start, made a decision about the allocation of at least one of ;

your scarce resources -— time.

r——

And, of course, most political campaigns involve controversy over
economic issues, elements of '"haves'" against '"have-nots" which call for a
redistribution of scarce resources. Presumably, if you join a campaign, -&

you have made some economic decisions on these issues.

r—

To come to the point: There are economic issues in almost all
aspects of our lives. But are these details of an individual life really of g
interest to the economist?
Here's Robbins' definition again: j
Economics is the science which studies behavior as a re-
lationship between ends and scarce means which have e
alternative uses.
This definition and his other writings make it plain that Robbins
meant that economics is concerned with all human behavior that has economic .

aspects. This leaves the door wide open for the economist to say that any

behavior is his province if he can see in it an economic activity, decision,
or institution. But ...

The fact is that the economist of the present day is much more
selective than that. There are more economic problems than economists can
solve. There is a scarcity of economists too. In any period of history of a 1
society, the economists study that economic behavior which is most interesting

to the people living at that time. (Sometimes, and for some societies, no

one is interested in economic questions at all, and so there is no study of 'w

economics). At the present time, and in this world it is possible to define _I

]



more precisely what economists study.

It is accurate to say that the concern of economics is not with
economic activities in themselves, but with the institutions which make
these decisions and perform these activities. These institutions include
the family unit, business firms, labor unions, and government agencies.

As you have already seen, there are relatively few activities
which are purely and simply economic. Thus the economist's interests reach
into areas which are primarily economic or which have an over-riding econ-
omic purpose. For example, in the case of the Tsimshian Indians he studies
the total organization of the clan because of the way economic issues were
intertwined with social and religious issues. In studying the present-day
Russian economy, he must also involve himself with government and political

theory since government owns that nation's major means of production.



Let's summarize.

Robbin's definition: Economics is the science which studies human

behavior as a relationship between ends and scarce means which have alter-

native uses.

Another definition: Economics is the social science which studies

how people decide between alternative uses of scarce resources to satisfy

their wants.

Important points:

(1) Because economics is a social science it (1) uses the scientific

method, and (2) studies human behavior.

(2) The human behavior that interests the economist is that of the
groups known as economic institutions (families, busiress firms,
labor unions, government, etc.) as they particigate in economic
activities and decisions.

(3) Economics is basically concerned with tﬁe scarcity problem
that arises when scarce resources have alternative uses., (When

a scarce resource has only one use, the scarcity problem is read-
ily solved).

(4) Many human problems have economic aspects but they do not con-
cern the economist since it is hard to apply scientific methods to
the problems of individuals.

(5) Economics often overlaps into other social sciences.

S g

e e

————
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Sub-Divisions of Economics

Economists, like most scientists, tend to specialize. Thus, it
is convenient to divide the field into separate areas of study. We would
like to mentie» four such divisions'.

Earlier, in discussing the total economic system of a society,

we used the word macro-economics. 'Macro" means simply 'big'". The com-

parable word that meawns "little" is '"micro.'" So the science which studies
the economic organizations within a society and the relations between these

organizations is called -economics.
(f111 in the blank)

La
ka
Ka
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]
Micro
Economic questions which affect the total economic system of a
nation are the concern of (a) ~economics.
Any economic question of smaller scale is the province of
(b) -economics.




(a) macro; (b) micro.

Economic questions which are concerned with the family unit or

business firms are the province of -

micro-economics

Economic questions concerned with a labor union or a financial

institution are the concern of ) -

micro-economics

A study of the effect of union organization on wages in the

carpentry trade is said to be (choose one) micro-economic/macro-economic.

micro-economics

A study of the effect on consumer spending of an increase in federal

income tax rates is said to be (choose one) micro-economic/macro-economic.

)
-4




macro-economic

In addition to distinguishing between macro-economics and micro-
economics, economists often draw a line between "pure economics" and

"applied economics."

As so often happens in the social sciences, it is
sopetimes hard to see where one leaves off and another begins, but we
can say:

Pure economics is the purely scientific part of economics which

is concerned with increasing knowledge about economic sjystems.
Like other pure sciences, it is concerned with describing, ex-
plaining, and predicting the things being studied.-

Applied economics is the use of economic knowledge to solve

practical problems that involve economic decisions or economic

policy. (Policy is defined as a plan of action or a guide for

making decisicns).

Here's a question: If a group of economists is asked to study
the laws which regulate the electric power industry of the U.S., is the

grcup concerned with pure economics or with applied economics?

i
-
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The economists' concern is with pure economics.

They would collect information to help them describe how the industry
operates under present laws and they would predict what would happen if it
was either restricted or encouraged in certain ways. They would, in other
words, inérease the knowledge about this particular economic system. But
there they would stop. It would be up to some other group to decide whether

new laws and controis should be imposed.

Let's suppose that a study group is set up to make recommendations
as to how much land in a state should be devoted to state parks.

Is this study concerned with pure economics or with applied economics?

I |
-L X
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This time it's applied economics.

As before, there will be a lot of data gathering (the location and
amount of land involved, for instance) and some predicting (expected needs
for land for industrial and residential expansion, and so on). But the
function of the group is to make recommendations, to set down a plan of
action or to provide guidelines with which others may make decisions. Thus
this group is concerned with applied economics.

We might sum it up by saying:

In pure economics, we try tc¢ increase the body of knowledge in the
field. 1In a sense, we are not concerned what the outcome is so long as it
is an accurate prediction of what will happen in a given group of circum-
stances. The test of pure economics is whether it succeeds in explaining
and/or predicting.

In applied economics, on the other hand, we are dealing with the
practical problems of the real world. From the start, we know something
about what the outcome must be and the job 1s to make decisions or shape
policy which will give us the outcome we seek. The test of applied economics

is whether the decisions or policies work in achieving the intended goal.

4
'
-




" ECON 12

THEORY OF ABSOLUTE AND COMPARATIVE ADVANTAGE

This lesson is about the Theory of Absolute and Comparative
1. Advantage, a useful idea which is much simpler than its name
makes it sound.

This theory demonstrates why pcople began to specialize in
the work they did amd how this benefited the societies to which they
belonged.

Let's begin in the Stone Age and have two cavemen, A and B
producing arrows and axes. In one day, Caveman A can produce either
10 arrows or 4 axes; in the same period, Caveman B can produce 3
arrows or 6 axes.

Caveman Daily Qutput
Arrows Axes

A - 10 - 4
B . 8 .6
. To get maximum production, each should do the thing he does
best. Thus Caveman A should produce __ while Caveman B :should
produce . i

- A should produce arrows, B should produce axes

Caveman A 1s better at producing arrows; B is better at pro-
2. ducing axes. Each is said to have absolute advantage in pro-
ducing the t:h_ings he makes most cfficiently.

If Typist X types 70 words a minutc and Typist Y types 65- words
a minute, Typist X has an advantage.

+ absolute. Typist X is more efficient typist

£39



3. Now let's consider a different situation:

Caveman Daily_ Output
Arrows Axes
A 10 6
B 8 5
in.producing arrows, Caveman A has an - i
: ‘ absolute advantage o {
4, In producing axes, which man has an absolute advantage? (

In fact, & has an absolute advantage in producing both arrows
and axes. But he cannot do both at once. We also want B to
work on one or the other. /nd the question is '‘Which one?”

un

) .
———

o Th'é answer lies in somet:ﬁing you. have met ai-:eady, relative
efficiency. It will help us decide what each man does best.

Caveman A is better than Caveman B at producing both arrows
and axes. But he may be even better at one than he is at the other.
More formally, A may have a higher relative efficiency for one task
than for the other. So let's compare the relative efficiencies of
A and B at the two tasks: -

Arrows .
4's efficiency relative to B's = Qutput of A = 10 = 1.25
] Output of B 8. ..
Axes o ' -
A's efficiency relative to B's = ( ) of 4 = ( ) = ( )
( ) )
(£i1l in the blanks)
Axes: A = 6 =1.20
B 5
6. Since A has a relative efficiency of 1.25 in producing arrows and
of 1.20 in producing axes, he has a higher relative efficiency in -
producing.s.vieveciiiiieccennise
McH |
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Arrows
7. A should produce the product for which he has the higher
relative efficiency. Thus he will produce
leaving B to produce .
LA:  arrows; B: axes
8. This comparison of relative efficiencies has shown us that A
has the comparative advantage in producing arrows.
To summarize: A has an absolute advantage over B in producing
both arrows and axes; he has a(n) advantage in

producing arrows.

Comparative

9. In cases like the one just discussed, we get maximum production
if each produces the good or service for which he has the com-
parative advantage.

Here is another example:

Caveman Daily Output
Arrows Axes

c 7 12

D 10 15

What-should C produce?

ixXes

10. If you want to see the calculation, go to Frame 11.

If you prefer to go ahead, go to Frame 12.




11, Solution

C has
(.8 for axes,

C has

Go to

C's efficiency relative to D:
Arrows : 7/10 = .7
Axes: 12/15 = .8

a higher relative efficiency in producing axes
against .7 for arrows).

the comparative advantage in producing axes.

the next frame.

12. Summary

Given this information

Daily Output

Caveman Arrows Axes
C 7 12
D 10 15

D has the absolute advantage for production of both

arrows and axes.

- In a situation in which C joins with D in producing
two outputs, C has the comparative advantage in
producing axes.

- Maximum production comes from having each produce the
good or service for which he has the comparative
advantage.

- Thus C should produce axes and D should produce arrows.

L




ECON 12

2 EFFICIENCY

1, To close the gap betwacen wants and available goods and services,
we try to make the most efficient use of productive rcesources.

i In doing that, we nced to compare two or more operations to see
g which is the more efficicnt producer of some good or service.

{ To make the comparison, we need certain information.

Suppose we know that Plant A produces 9000 plates per day and
that Plant B produces 4500 similar plates per day.

! With that information, can we tell vhich plant is the more
e¢fficient producer?

PR

No. The figures tcll us how much each plant produccs per
day but they say nothing about efficiency.

e s o

2. From the information given, we know that Plant A produces twice
' as much as Plant B, but for all we know it may use ten times
the resources.

; Before we can say that one plant is more efficient than another,
! we must know not only thc output but the

% Input

i 3. is a first stup in deciding which of two plants is more efficient,
we figurc the ratio of output to input for cach plant to get its

z production efficiency, or, as it is commonly called, its productivity.

For cxample, suppose that Plant A produces 9000 plates from inputs
that cost a total of $2250 while Plant B produces 4500 plates from inputs
totaling $1500. Then we can say:

.
R
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