


Economics at Work is a multimedia, contextual economics curriculum combining videodisc,
video, print, and computer software into a comprehensive, one semester course designed
around five major economic activities:

Economics at Work includes instructional modules, computer software, and a classroom
utilization component.

The five instructional modules contain
® six Level | barcode-driven videodiscs
* five videocassettes (containing linear versions of the videodisc material)
* five annotated teacher’s guides
* five Economics at Work student guides (sold separately)

The computer software and classroom utilization component consist of

* a set of Windows® and Macintosh® software diskettes
* one teacher training video program
* one workshop leader’s handbook
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Economic Literacy

We believe that every high school student in America should become eco-
nomically literate and oriented to private enterprise. Students should under-
stand and use economic ways of thinking and problem solving in order to
live and work effectively as citizens in a changing world of commerce. Your
use of Economics at Work with your students will help us accomplish this
important goal.

—~Robert F. Duvall

President and CEO

National Council on Economic Education
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FOREWORD

ECONOMICS AT WORK: A NEW LEARNING
EXPERIENCE FOR STUDENTS OF ECONOMICS

Economics is “a method rather than a doctrine, an apparatus of the mind, a
technique of thinking, which helps its possessor to draw correct conclusions.”

—John Maynard Keynes

I do not have faith in the market, I have evidence in the market.

ELCOME to Economics at Work. This curricu-

lum should serve you well as your principal

tool for teaching economics. It uses the latest
instructional technology to prepare students to engage in
the economic way of thinking, and it enables students to
relate to economics by presenting the concepts and prin-
ciples of this subject in workplace settings to which they
can easily relate.

The economic way of thinking employs a relatively short
list of concepts to bring order and understanding to the
economic activities of producing, exchanging, consum-
ing, saving, and investing. Students of economics—
economists—know how these activities fit together.

These concepts allow us to make sense of economic ac-
tivities, both as observers and as participants. They also
allow us to appreciate the interdependence of economic
activity—even if we never fully comprehend it. As a re-
sult, we are better prepared to understand that the eco-
nomic policies we pursue, in an effort to manage pressing
social problems, have consequences that are often far
different from what we initially predict.

Because these concepts facilitate the understanding of
economic activity and policy, it is appropriate to study
them within the contexts in which they occur. This is
precisely what Economics at Work does. Just as the need
to know and understand basic economic concepts takes
place in the context of the real world, so also students will
learn and demonstrate their understanding of the con-
cepts in a context to which they can relate and respond.
For example, in the lesson “TicketMax,” where students

Foreword

—Thomas Sowell

need to learn and understand transaction costs, they de-
velop their understanding of such costs in the context of
an actual market for concert and sports tickets.

Students’ progress can be measured in many ways in
Economics at Work. Besides the traditional questions and
problems that appear in the printed guides, video-based
assessment allows students to answer content questions
by drawing on cues and prompts embedded in the video
programs. While students should find the video interest-
ing and enjoyable, these programs are far from mere en-
tertainment. They are rigorous in the economics they
dramatize, teach, and evaluate.

Videodisc technology not only provides support for the
teacher in the form of an “assessment track,” but it also
provides a “teacher advisement track™ that offers sugges-
tions on how to present the material in the lessons as
effectively as possible. Teachers may access the advise-
ment component by swiping barcodes, which trigger
content and pedagogy instruction that plays over the
video students will see. This provides another dimension
to the effective use of Economics at Work.

As you will see, Economics at Work is a complete in-
structional package, with many aids for teachers and stu-
dents. But it is your human capital as an educator that is
the critical input needed to generate the desired student
outputs. I am sure you will find these materials an excit-
ing and rewarding way to teach the concepts and prin-
ciples of economics.
—DeVon L. Yoho, Ph.D.
Director, EconomicsAmerica
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INTRODUCTION

ECONOMICS AT WORK

OVERVIEW AND RATIONALE

BEerore long your students—the workers and employers
of tomorrow—will be making decisions that are vital to
the economic health of the nation. To decide wisely, they
must have a sound foundation in the principles and con-
cepts of economics, especially those affecting the free
market and the workplace. Economics at Work is a new
kind of resource-—multimedia, interactive, and context-
based—that will help you provide this essential founda-
tion in economics.

Background

Since the publication of A Nation at Risk in 1983, several
clear pointers have emerged to guide America’s schools
in preparing students for the 21st century. Two reports
by the Secretary’s Commission on Achieving Necessary
Skills (SCANS) published in 1991 and 1992, combined
with the school-to-work movement, have fueled the de-
velopment of applied-academics curricula in science,
mathematics, and English/communications. In spite of
the growing recognition of the value of such curricula,
however, no substantial applied-academics resources ex-
ist in social studies or business education.

This lack is especially surprising in the field of econom-
ics, which is naturally suited to an approach that applies
concepts and principles to the problems and decisions of
the workplace. As governments at all levels grapple in-
creasingly with economic problems, students who will
soon be workers need to be able to understand and dis-
cuss these complex issues. The “workplace know-how™
advocated in the SCANS reports includes an understand-
ing of economic forces that affect the workplace. With-
out this practical knowledge, employers and workers at
all levels are likely to make poor workplace decisions
based on faulty understanding of the principles of eco-
nomics. As a result, their companies, their jobs, and ulti-
mately their nation’s prosperity may fall victim to
€Cconomic ignorance.
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Economics at Work

Exploiting the latest instructional technologies and meth-
ods, the Agency for Instructional Technology and the
National Council on Economic Education have joined
forces to develop a one-semester course that will help all
secondary students apply economics to real-life experi-
ences. The 27 lessons (20 of them centered around inter-
active video), the computer software, and the printed
guides for students and teachers will provide your classes
with a contextual foundation for the economics that you
have been teaching. The materials are designed to sup-
port the five competencies and the foundation of skills
laid out in the two SCANS reports. The software con-
tains realistic problems involving economics in each of
seven different career clusters.

The content of the lessons has been drawn from A
Framework for Teaching the Basic Concepts, with Scope
and Sequence Guidelines (1995), the National Council’s
Master Curriculum Guide in Economics. Economics at
Work sets the principles and concepts of economics in
an everyday or workplace context and challenges stu-
dents to draw on a range of information, knowledge, and
skills to solve problems, often in cooperation with one
another. The curriculum offers you the materials and ac-
tivities you need to meet the guidelines of these reports
as well as the call for a school-to-work curriculum.

Education for Employment

The 1991 SCANS report, What Work Requires of
Schools, spelled out the five “competencies” that work-
ers need for success on the job. These competencies are
listed below, together with a description of how Econom-
ics at Work addresses each of them. Effective workers
can productively use:

» Resources: allocating time, money, materials,
space, staff—The study of economics is the pri-
mary discipline for teaching students how to inter-
pret, analyze, and solve problems involving the
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management of time, money, human resources, and
materials and facilities.

» Interpersonal Skills: working on teams, teaching
others, serving customers, and leading, negotiat-
ing, and working well with people from culturally
diverse backgrounds— Every module concludes
with a substantive cooperative learning activity in
which students are grouped according to their spe-
cific vocational interests and goals. Many of the
activities suggested in the print also lend themselves
to group work. In addition, many of the documen-
tary and dramatic sequences highlight teams and
groups working together to solve problems.

» Information: acquiring and evaluating data, or-
ganizing and maintaining files, interpreting and
communicating, and using computers to process
information— To solve the problems presented in
the video segments and in their guides, students will
need to evaluate, organize, interpret, and communi-
cate data from a variety of sources. In the coopera-
tive learning activities, they will also use computers
to process information.

» Systems: understanding social, organizational,
and technological systems; monitoring and cor-
recting performance; and designing or improv-
ing systems— By studying the basic concepts in
economics—producing, exchanging, consuming,
saving, and investing—through examples from re-
alistic business contexts, students will be introduced
to the complexities of economic relationships in a
market economy.

» Technology: selecting equipment and tools,
applying technology to specific tasks, and main-
taining and troubleshooting technologies— Eco-
nomics at Work 1s a multimedia curriculum,
providing opportunities for students to work with
and integrate material from print, video, and soft-
ware sources. The documentary segments of both
the video and print also present contemporary ac-
counts of the effect of developing technologies on
various businesses.

Economics at Work also addresses the three “foundation

skills” cited in the SCANS report:

» Basic skills— reading, writing, arithmetic and
mathematics, speaking, and listening
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» Thinking skills— thinking creatively, making deci-
sions, solving problems, seeing things in the mind’s
eye, knowing how to learn, and reasoning

» Personal qualities— individual responsibility, self-
esteem, sociability, self-management, and integrity

All lessons, both in their interactive video-based compo-
nents and in the activities presented in the guides, require
students to discuss, debate, and defend their decisions.
They must also work with others to solve problems and
to communicate their results, both orally and in writing.

In the second SCANS report, Learning a Living: A Blue-
print for High Performance (1992), the commission ad-
dressed the changes and reforms that schools must make
to implement the SCANS competencies and skills and to
“bring all students to a level that, in the past, only a small
minority reached.” Economics at Work emphasizes con-
textual learning. The curriculum links abstract concepts
with “real world” examples, and the challenging assess-
ment suggestions require students to solve actual work-
place problems. Field activities bring the community into
the classroom and take students into the community, fur-
ther supporting the recommendations of the report.

School to Work

School-to-work and applied-academics initiatives have
flowered in response to the SCANS and other recent re-
ports that have voiced concerns about students’ lack of
preparation for the workplace. Studies have found that
the traditional classroom does not encourage the devel-
opment of skills that students need to succeed in the
workplace. Instruction has commonly been teacher-cen-
tered, with the instructor leading the group in practicing
textbook problems and solutions. Drills, homework ex-
ercises, and tests measure students’ achievement in re-
call and mental manipulation rather than in application
or understanding.

Unfortunately, many students, especially those who learn
abstract concepts in concrete ways, do not understand the
relevance of such mental exercises to the real world. In
Economics at Work, concepts are introduced not in a tra-
ditional linear sequence but rather in a context to which
students can more easily relate; the context itself partly
determines the concepts that are taught at that point in
the lesson.
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School-to-work transition programs help learners make
the connection between school and employment. They
seek to bridge the gap between what schools teach and
what the workplace requires. This approach is based on
a core of challenging courses in which traditional aca-
demic skills are taught by showing how those skills are
used in a workplace setting. School-to-work programs
prepare learners either for direct entry into the work
force as technically skilled employees or for further
education leading to advanced certification or academic
degrees. School-to-work programs emphasize four key
components:

» Motivation— Young people must be encouraged to
stay in school and graduate.

» Enablement—Educators must enable learners to
reach high academic achievement.

» Linkage—Classroom curricula must link school
and work so that learners understand the importance
of learning the skills they will need in the workplace.

» Employment—ZEducation must lead to initial and
continued employment.

In a general way, the entire Economics at Work curricu-
lum, with its emphasis on contextual examples and ac-
tual workplace problems, supports these guidelines.
More specifically, at the end of every module, an appli-
cation lesson that is presented on computer software
permits students to collaborate in applying economics
concepts and reasoning strategies to problems set in their
particular area of career interest.

This curriculum provides a choice of seven general ca-
reer clusters. These clusters are categorized in ways that
are aligned with-—though not necessarily identical to—
the career classification systems of most states. The
seven areas are:

» agriculture/natural resources

» mechanics and transportation

» business and computer technologies
» health and human services

» engineering technologies

» construction and design

» communication technologies

Introduction

INSTRUCTIONAL PHILOSOPHY AND APPROACH

Contextual Learning

The lessons in Economics at Work use videodisc technol-
ogy to present economic issues in the context of actual
workplace settings and documentary case studies. For
every illustration, students are required to learn, eluci-
date, and apply basic concepts and principles, often by
answering questions that ask them to consider the causes
and the consequences of certain events. Interactive les-
sons within modules present economic problems arising
from the challenges that workers face in real-life situa-
tions—for example, foreign exchange, transaction costs,
and efficiency considerations at a Corvette plant, where
many foreign-produced parts are used to manufacture a
“domestic” car. Studies have shown that this approach,
which asks students to solve actual workplace problems,
has proven highly effective for learning outcomes.!

Authentic Instruction

Lesson design and student activities are driven by the
five standards of authentic instruction described by
Newman and Wehlage of the Center on Organization and
Restructuring of Schools.2 These standards are inte-
grated into Economics at Work in the following ways.

» Higher-order thinking—The course requires stu-
dents to manipulate economic information and
concepts; generalize about events and their effects;
speculate and hypothesize about causes and conse-
quences; analyze, interpret, and explain complex
workplace situations; and draw conclusions from
observation and data.

» Depth of knowledge—The course is designed to
permit sufficient time and background for students
to analyze situations in depth, to make distinctions,
to create arguments and construct explanations that
support them, and to investigate and explain a vari-
ety of consequences.

» Connectedness outside the classroom—The illus-
trations connect economic principles and concepts
with actual businesses, with real workers, and with
the personal activities and experiences of students.

» Substantive conversation (“talking to learn and
understand the substance of a subject”)—The
instructional materials are designed to include
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opportunities for group interaction, sharing of expe-
riences, and cooperative analysis and problem solv-

ing to reach a coherent and reasoned understanding
and consensus.

» Social support for achievement (“high expecta-
tions, respect, and inclusion of all students in the
learning process”)—No single curriculum, by it-
self, can change a school’s learning climate and
culture; however, the teaching suggestions and
inservice information on the videodiscs and in the
annotated resource guides will help teachers to
convey high expectations, to encourage risk taking,
and to challenge students to improve. In addition,
the teacher materials encourage interdisciplinary
cooperation and promote staff collegiality. The stu-
dent materials are user-friendly and inviting, but at
the same time they require learners to grapple with
sophisticated concepts and real problems. The ma-
terials are also designed to encourage pair and group
activities that foster cooperative learning. Students
receive ample opportunities to take pride in genuine
achievement.

Cooperative Learning

Reflecting the modern workplace, many activities in the
lessons encourage students to work together in pairs or
small groups. Extension sections contain numerous op-
tional activities for students who share an interest in the
same career cluster (see page x).

In addition, the application activities in the seven soft-
ware programs, which augment each of the five mod-
ules, permit students to select a challenging problem
scenario related to the general career area they have
chosen. Small groups of students who choose the same
career area and program work together to solve the prob-
lem posed in the software. This cooperative learning
project is designed to help all members of the group
learn. By collaborating to attain a shared goal, students
improve their social skills at the same time they acquire
knowledge.

Limited English Proficiency

Economics at Work demands rigorous thinking on the
part of students. The concepts taught in the course and
the activities supporting the concepts are designed to

Introduction

stimulate and challenge all students, including those
who are academically inclined. For these reasons, stu-
dents with limited comprehension of English may re-
quire extra support and attention. Nevertheless, many
features of the curriculum will help them, especially the
20 video programs, which dramatize economic events
and the application of economic concepts, and the glos-
saries contained in the print and the software. Graphics
and charts in the print and in the database on the video-
discs will also support their learning and help them un-
derstand the printed materials.

Encouraging Cooperative Leurnmg
in Your Classroom - e

IDEALLY cooperative learning transforms the' o
tive instinct into teamwork. Much depends o
preparation, especially the adoption of éffective
ing strategies and the avoidance of potent1a1 co
Student choice, ability groups, peer tutorials, and ca
interest teams may provide useful bases: for groupin
ensure that authentic collaboration is occurrlng, itiisies
sential to monitor the interactions; es
stages of group work. Without such
operative learning may fail either b
members “free ride” on the work of oth
cliques of students undermine others’ ¢ogn
by rushing assignments to conclusion (“task gang
ing”), or because high-ability students lower the
in resistance to being “used” by less able peers.

The “group retest” technique has been shown to facili
tate a cooperative social atmosphere. A teacher usin
Economics at Work may use this technique by first ad:
ministering the assessments, which appear at the end:
each lesson, to the class as individuals. Then the class |
may divide into small groups, which can attempt to an
swer the same questions cooperatively, discussing items
using appropriate resource materials, and developing:
and submitting a single answer sheet for the group. Thi
technique may be especially fruitful when group mem- ;.
bers share a similar career interest. When the whole class

gathers again, groups’ answers can be discussed, and the
next day their results can be posted. ‘

Well-documented research manifests that cooperative
activities of this kind enhance achievement, improve -
social skills, and ease the adjustment to workplace en-
vironments that demand collaborative skills.




Economics

at Work

Course CONTENT AND ORGANIZATION

Course Objectives

Economics at Work is designed to help students achieve
five goals:

» understand and interpret relatively commonplace
economic events through the study and application
of everyday economic concepts

» acquire critical-thinking and decision-making skills
needed for workplace and career decision making

» comprehend the economic activities (producing,
exchanging, consuming, saving, and investing) of
individuals, companies, labor, and government,
along with the interdependence of these entities

» understand the market system in a global economy

» comprehend the impact of economic events on ca-
reers, the workplace, and lifelong learning

Curriculum Materials
The multimedia curriculum makes use of these resources:

» 11 interactive videodisc sides (one to four sides
per module); alternatively, five noninteractive vid-
eotapes can be substituted if videodisc players are
unavailable

» fivestudent resource guides (one per module)

» fiveteacher’s guides (one per module)—annotated
versions of the student guides, containing barcodes
for accessing the videodisc segments

» computer software containing application activi-
ties (35 activities, one for each of seven career clus-
ters); these activities are designed to follow each of
the five modules

» aspecialteacher advisement track on the video-
discs (but not on the videotapes), offering content
enhancement and instructional suggestions

» anassessment track on the videodiscs (but not on
the videotapes), linked to video segments that are
suitable for portfolio as well as traditional assess-
ment procedures

» classroom utilization component —a teacher
training videotape and a workshop leader’s guide

Introduction

Although the videotapes provide an option when video-
disc players are not available, only the videodisc version
will permit teachers and learners to take full advantage
of the curriculum’s interactive design and features.

The student guides provide blank spaces and empty lines
for students to work out problems and to answer ques-
tions; therefore, the guides may be treated as consumable
items. But directions for all written activities in the
guides include the option of writing on “a separate sheet
of paper,” according to school policy or teacher prefer-
ence. Teachers may also ask students to maintain journals
in which they enter all written work. The guides lend
themselves well to any of these practices.

The software programs are designed for small groups of
students who share an interest in one of the seven career
clusters. The 35 software programs (five simulations for
each cluster) encourage students to apply the information
and understanding they have gained in a module to real-
istic challenges in their own field of interest. Although
the software may be used by individuals, it has been
crafted for small teams of from two to four students.

Packaging |
The videodisc(s), videotape, and printed guides for each
of the five modules are packaged together. A sixth box
contains the classroom utilization materials and the
computer software diskettes, which contain the career
application activities for use with all modules.

Portfolios

Teachers are strongly urged to have students maintain
portfolios for collecting their work during the course.
Module assignments, printouts of software activity, and
tests collected in folders will allow instructors and stu-
dents to track performance across all modules. A port-
folio represents a convenient way for the instructor to
monitor progress from one module to the next. The stu-
dent may also find a portfolio advantageous when apply-
ing for a job, inasmuch as its contents can demonstrate
the applicant’s ability to perform key skills.

Module Topics and Treatment

The curriculum is divided into five modules, each orga-
nized around a central economic activity: producing, ex-
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changing, consuming, saving, and investing. These mod-

ules are best taught in the sequence in which they are
presented. Each module contains up to eight lessons

Taken together, the lessons in the five modules provide a
comprehensive semester-long experience (75 class peri-
ods) in applied economics. The box below contains a

spanning from 12 to 20 class periods of 50 minutes each.  brief description of module contents.

P

N

P

transform human and nonhuman resources into goods
and services that satisfy individual and collective wants;
eight lessons plus application and field activities; 20
class periods

Concepts—resource allocation, demand, supply, costs,
market price, profit, efficiency, equity, market structure,
input and output prices, competition, comparative ad-
vantage, economic stability, economic growth

Contextual illustrations—profits and loss at a General
Motors plant; bicycle sales and manufacturing profits;
profits, losses, technology, and competition in architec-

" ture and landscaping businesses; unemployment issues
in the computer industry; foreign trade and its impact
on the athletic shoe industry; labor costs and productiv-
ity in the United States and other countries; employment
during recessions

2. Exchanging— the activities and institutions needed to
deliver what is produced to consumers; four lessons plus
application and field activities; 14 class periods

Concepts—costs, transaction costs, markets, efficiency,
transportation, merchandising, externalities, functions
of money, foreign exchange, debtor, creditor, anticipated
and unanticipated inflation, equity, economic stability

Contextual illustrations—different means of ordering
tickets to entertainment events; indirect costs of trash;
use of foreign-produced components in the manufacture
of cars; Consumer Price Index, inflation, credit and debt,
the value of the dollar, and effect of these on a young
photographer who needs to invest in new materials and
equipment

3. Consuming— the activities and institutions needed to
satisfy individual and collective wants; six lessons plus
application and field activities; 17 class periods

Concepts— competition, demand, supply, governmen-
tal regulation, efficiency, equity, market, public goods,
externalities, equilibrium price, incentives, inventory,
replacement and acquisition prices, comparative advan-

Contents of Modules

. 1. Producing— the activities and institutions needed to

. Saving— the activities and institutions needed to sal

. Investing— the activities and institutions needed to in-

tage, input prices, transportation costs, income, emplby‘- i
ment, economic stability ‘

Contextual illustrations—reasons for local, regiona

and national price differences experienced by student:
traveling during spring break; effect of cost of pollution
regulations on prices; price changes of gas‘oli‘ﬁe“énd
building supplies; difference between Mex1c0 s'and
Korea’s consumption of U.S. products; companso
purchases of goods by unemployed and employed

the preference to consume more later; four lesson
application and field activities; 13 class perlods

Concepts—market structure, supply, demand,‘costS;’
risk, efficiency, scarcity, income, choice, opportuhi 3
cost, interest rate, cost/benefit analysis, proflt equl‘
disposable income

Contextual illustrations-—difference in bénk‘inte
paid on savings and interest charged for 36-month'n¢
car loan; difference between cash and credit pnce
cars and stereos; effect of decreasing interest rates
investment decisions in agriculture; rising interest rates

and the effect on savings accounts S

crease resources and productivity; five lessons plus ap-
plication and field activities; 11 class periods

Concepts—productivity, demand, supply, opportunity:
cost, present value, discounting, interest rate, annui
human capital, specialization, surplus, economic:s¢
rity, input prices, substitution, profit, efficiency, equi
economic stability, GDP, investment, economic grQWt 1

Contextual illustrations— differences in earning pow=
ers of graduates of college, trade school, and high

school, as observed at 10- and 20-year high school class
reunions; effect of interest rates, present value, and fu-
ture value on a decision to make a loan; robotics and au- -,
tomation and effect on employment in the medical field;
investment in either tools or luxury goods by a young -
tradeswoman and effect of this kind of decision on GDP"*
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LessoN DESIGN

The first lesson in Module 1 introduces the five module
activities (producing, exchanging, consuming, saving,
and investing) and dramatizes the effect of economic
events on people at work and in their personal lives. The
video segments take viewers on a walk down Market
Street in Anytown, U.S.A. The interactive feature per-
mits students to see examples of any of the five eco-
nomic activities they choose and to practice identifying
the activities in additional settings.

This lesson also defines the concept of scarcity and ex-
plains how this concept, combined with the assumption
that all individuals seek to satisfy their needs and wants
with the least amount of effort, provides students of eco-
nomics with a foundation for describing all economic
activity and behavior.

All lessons draw their content from the National Coun-
cil’s Framework. Every lesson introduces an economic
event in general terms in the printed guide (“Econ Brief-
ing” and “Power Up”). When applicable, the guide then
presents an introduction to the video segment (“Take a
Closer Look™), which is punctuated with questions and
problems (“Economic Puzzle Challenge”) that draw in
the students as active viewers and learners. (Twenty of
the 27 lessons are accompanied by video.) This is fol-
lowed by a “Put It Together” section in which the main
themes of the lesson are connected.

Finally, the guide presents a concluding section with
summary (“Net Gain”), extension (“Building on Suc-
cess”), and assessment (“Quality Control”) activities.

(Note: Some of the department headings in the seven
nonvideo lessons have titles that differ from those of the
video lessons. For example, in the print-only lessons
“Case in Point” takes the place of “Economic Puzzle
Challenge”; however, there is a general correspondence
among the two types of lessons.)

Here is the sequence of a typical video lesson:

Introduction of an Economic Event and Related
Concepts—Print

In the lesson “Nice Shoes!” the general economic event
that is presented could be summarized as “The output of
some firms is exported far from the place of production.”
The guide describes the experience of a young worker in

Introduction

a small town shopping at the only furniture store. This
scenario leads students to consider the concept of com-
petition. Students are asked to suggest options for the
young worker to find less costly furniture.

Then examples, questions, and activities lead students
to explore the economics of the production of oak (for
furniture frames) and leather (for luxury upholstery) in
order to discuss the concept of absolute advantage. The
guide then compares two printing firms to introduce the
concept of comparative advantage. Students are asked
to decide whether each of the two firms should special-
ize in one kind of production, and, if so, which kind.

Video Presentation and Problem-Solving
Challenges— Video and Print

The video in “Nice Shoes!” features the athletic shoe in-
dustry. The program is divided into several parts, which
feature the design and production of shoes, a manufac-
turer’s need to import leather for shoe production, the
effect of a competitor’s lower prices, and the effect of in-
creased exports on U.S.-made shoes.

The videodisc segment pauses on screens that present
discussion questions. (The videotape version must be
paused manually.) All on-screen questions are also con-
tained in the guides, where they are supported with
background information. Some questions may require
students to look up information or to do research. After
discussion (or during the next class meeting), barcodes
in the teacher’s version of the guide permit the teacher
to resume the videodisc segment.

These on-screen questions form part of a complex, multi-
part “Economic Puzzle Challenge.” In every part of the
challenge, students are typically asked to consider several
options and to select a course of action or an appropriate
response (“Decision Time™). Barcodes permit the teacher
to play different portions of the videodisc in order to dis-
play the consequences of each option, in response to stu-
dents’ choices. Frequently additional sections in the print
(“For More...”) provide further information related to
the challenge.

Conclusion—Print

The next three sections of the lesson appear in the guide.
In “Nice Shoes!” the “Put It Together” section presents
several high-interest short readings that explore currency



Economics at Work

exchanges, the economic effect of the 1995 Kobe earth-
quake, and the economic impact of a popular rock group,
the Beatles, in the 1960s and today. “Net Gain” offers
students a chance to review key concepts and to apply
them to other situations and to their own lives. “Build-
ing on Success” suggests creative extension activities,
often to be completed in pairs or small groups.

Application and Field Activities

After completing the lessons in a module, teachers are
encouraged to provide their students with time to com-
plete the application activities related to the seven gen-
eral career areas contained on the computer diskettes.
The problems presented on the diskettes have been care-
fully designed for group use. All members of a group are
required to enter responses to questions and problems.
Furthermore, the programs retain all files on which
groups work so that teacher or students can review and
check them. The programs also delineate the contribution
of each member of the group.

ASSESSMENT

For video lessons, “Quality Control,” the final section of
each lesson, contains two sets of questions for assessment
purposes. The assessment opportunities are appropriate
for both traditional and portfolio assessment methods.

The first set of questions, “On Your Own,” appears only
in the guides. Students may work on these either at home
or in class, as the teacher prefers. The questions may be
answered in the guides, on separate sheets of paper, or
in journals. Suggested answers are contained in the an-
notated teacher’s version of the guide.

A second part of the assessment section, “In Class,” is
linked to a special assessment track on the videodisc. By
swiping barcodes, teachers can play questions as voice-
overs to video footage that students previously viewed.
Students are prompted to reflect upon and to apply pre-
viously learned material in new contexts. Then they an-
swer the questions in class. (This assessment audiotrack
is not available on the videotape version; nor is it acces-
sible on older videodisc players.) Questions and correct
answers to the questions are printed in the annotated
version of the guide.
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TEACHER SUPPORT

Instructional Suggestions
(Teacher Advisement Track)

An additional audiotrack on each of the Economics at
Work videodiscs offers ongoing suggestions to teachers
for introducing material and for managing student ac-
tivities. Teachers can access these suggestions by swip-
ing barcodes in their guides. (The teacher advisement
track is not available on the videotape version of the
curriculum.)

Extension Activities

In addition, the guides contain ideas for extension activi-
ties involving the community. These include suggestions
for business and professional persons whom students
might interview, individuals who might be invited to
speak in class, “shadowing” or observation activities, re-
search into local companies, and field trips.

Classroom Utilization Component

A videotape demonstrates actual classroom use of the
Economics at Work curriculum. In addition, a workshop
leader’s handbook provides agendas and information for
workshop leaders whose task is to introduce the curric-
ulum to teachers. These materials are packaged with the
software diskettes that contain the application and field
activities.

Appendix— Videodisc and Print

The Appendix to every guide includes a glossary of the
key terms (“Econcepts™) introduced in the lessons. The
glossary appears in both the student and teacher versions
of the guides.

In addition, the teacher’s version of the guides includes
a list of resources, featuring a bibliography of books and
articles for further information and background. The
teacher’s resource also contains a database of graphs
and charts that are accessible by barcode from any vid-
eodisc; for instance, a teacher who wants to display a
graph showing the relationship between price levels and
output may swipe the appropriate barcode and bring up
the graph on the video monitor, no matter which video-
disc side is in the player.
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UsiNG MuLTiMEDIA TECHNOLOGY

The Economics at Work curriculum takes full advantage
of the resources of multimedia technology to stimulate
student interest and to involve students in active learning.
Interactive videodiscs or videotapes and computer soft-
ware help deliver and support the lessons in the printed
guides.

Instructors receive additional support through the spe-
cial teacher advisement track, which contains sugges-
tions for optimizing the effectiveness of the lessons.
Further support is provided through an assessment track
and an extensive database—which are accessible by bar-
codes in the guides—and through the classroom utiliza-
tion component.

Interactive Videodiscs

Interactive videodiscs permit instructors to show stu-
dents any part of a videodisc merely by swiping a bar-
code either with a wand or an automatic barcode reader.
This nonlinear mode of instruction enables teachers to

Advantages of Videodiscs

‘ .J meobiscs offer several advantages over conven-
tional classroom audiovisual materials, including
filmstrips, slides, movies, or videotapes.

» Videodiscs are practically indestructible.
> They are easy to use.

P Access is fast and unlimited—an instructor can dis-
.. play any segment on the videodisc within seconds.

' ’ Videodiscs save time, eliminating the need to rewind
and fast-forward through a videotape to find a cer-
", tain'part.

» They allow special effects to enhance a classroom
- presentation. The instructor can freeze individual
“frames on the TV screen, step through a series of
frames one at a time, or show scenes in slow motion.

» . Videodiscs reduce storage space. They are compact,
yet they hold a large amount of information. The
Economics at Work videodiscs contain additional as-

- sessment questions, instructional suggestions, and
an extensive database, all of which are barcoded in
the guides.
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move swiftly from one segment of the videodisc to an-
other for such purposes as exploring related topics or
reviewing earlier material.

Instructors may also have students use barcoded ma-
terial for individual work or remediation. Teachers may
also access assessment material, instructional sugges-
tions, or database items by using barcodes. (Note: The
assessment and support materials, recorded on separate
audiotracks, require LB2 videodisc players.)

Videocassettes

For instructors who do not have videodisc players avail-
able, a linear version of Economics at Work has been de-
veloped on videocassettes. The instructional materials
on these videotapes are the same as those on the video-
discs; however, tapes do not allow instructors instant
access to whatever part of the materials they wish to
use. Instructors face the minor inconvenience of having
to rewind or fast-forward to reach the desired part of a
videotape.

To minimize this problem and to save classroom time,
teachers should determine beforehand the exact loca-
tions of the segments that they wish to show in class.
Each videotape contains a running clock (hour, minute,
second) in the upper left-hand corner of the screen. Its
purpose is to assist teachers in locating or cuing up
specific parts of the tape. In addition, by using the
counting display on a videocassette recorder or video-
cassette player, teachers can quickly move to the exact
spot desired.

When viewing tapes, logical places to pause are the still
frames containing discussion questions. Upon reaching
these points, the teacher should press the Pause button
on the tape player (not the Stop button, which may cre-
ate a loud burst of static). At the end of the discussion
period, the instructor may press the Play button to re-
sume the tape.

The videocassettes do not contain the additional audio-
tracks with assessment and instructional suggestions;
nor do they provide programmed interactivity or permit
access to the database, which is barcoded in the guides.
However, the videocassettes are closed-captioned for
hearing-impaired individuals. (Videodisc technology
does not allow this feature.)
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How to Use a Videodisc Player

SeTTING UP
. Option A—If the TV or Monitor Has Separate “Video-In"
. and "Audio-In"" Ports:
1. Connect the video-out port at the back of the video-
disc player to the video-in port of the TV or monitor.

o . 2. Connect the audio signal from the videodisc player
to the TV or monitor.

3. Switch the TV to the appropriate source. (A button
designated “Ext.” or “Aux.” will usually be found
among the controls on the front of the set.)

. Option B—If the Monitor Has Only a Single Coaxial-
' Cable Input:

1. Connect the videodisc player’s “RF” port (if it has
one) to the coaxial “Antenna” or “Cable” port on the
TV or monitor. (If the videodisc player does not have
an RF port, then an RF modulator will be needed.
This item can be purchased at an electronics supply
store. If a modulator is needed, the videodisc player
must be connected to it with the video and audio
cables, and the modulator must be connected to the
TV or monitor with the single coaxial cable.)

2. Under this option, the picture must be viewed on
Channel 3 or Channel 4. Select the one desired on
the TV or monitor and, if necessary, on the back of
the videodisc player.

_ GENERAL OPERATING INSTRUCTIONS
. Turn on the Power switch of the TV or monitor.

o

. 2. Turn on the Power switch of the videodisc player.

- 3. Press the Open/Close button—the videodisc table will
" extend from the player.

"4, Place a videodisc on the table, with the labeled side of

" the videodisc to be played facing up. Use only one vid-
eodisc at a time. Take special care to align the videodisc
within the guides on the table.

5. Press the Open/Close button—the table will close.

6. Some videodisc players require that a Play button be
pressed to begin use.

UsING THE BARCODE WAND

1. Press and hold down the Read button on the barcode
wand.

2. Read (swipe) the barcode while constantly holdmg ow
the Read button. Hold the wand in a vertical pos
if holding a pencil, and move it horlzontally actoss the
barcode in either direction. Be sure to sw1pe the entit
barcode.

3. After the barcode has been read, an electronic
will sound. (If the attempt to read the barcode W
successful, change the angle at which the wand is’ bem
held, or modify swiping speed.) Next, aim the wand at
the videodisc player and press the Send button.

4. If the barcode wand is hard-wired to the player, the =
wand automatically sends its instructions to the player
after the swipe. If the barcode wand has no wire, press o
the Send key. ' N

Note: Some of these instructions may not apply 1f you .are
using an automatic barcode reader.

Swiping the barcode wand is an acquired skill that take
little practice. It’s all in the wrist, and as time goes on. -
you’ll learn how easy the wand is to use. So don’t be impa—‘
tient. Do some “dry runs” before class. There’s a learmng
curve for any new technology. The practice will be worth
the effort.

Overall, using a videodisc player might take some praéf
at first, but once the technique is mastered it’s as. easy a
pushing a button.

CARING FOR VIDEODISCS R
1. When loading or removing a videodisc, hold it byl
edges and try not to touch its playing surfaces. -

2. Although fingerprints and other dirt on the videodisc: i
will not actually damage the recorded signal, such soil
will reduce the brightness of the light that is reflected " -
from the signal surface. This can impair sound or pic-*
ture quality. If the videodisc is dirty, clean it with a soft, -
damp, clean cloth before playing. Do not clean the vid-
eodisc with record-cleaning or static-prevention sprays.
Never use a cracked, scratched, or warped videodisc,
Jfor this can damage the player.

3. After using a videodisc, always remove it from the pléyér y
and replace it in its jacket. Store it vertically, away from.
excessive heat and humidity. i

Follow any other instructions provided by the manufacturer
for using the videodisc player and barcode reader.

Introduction
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Software

The software diskettes containing 35 application prob-
lems in seven different career clusters are designed for
use with either Windows®- or Macintosh®-based operat-
ing systems. The software is self-contained and requires
no other word- or data-processing program.

ELecTRONIC MEDIA LIMITED WARRANTY

The Agency for Instructional Technology (“AIT”) ex-
tends the following warranty to the original customer
only.

Computer Hardware Specifications
WINDOWS
CPU: 386SX 16 MHz or compatible processor
4 MB RAM, 8 MB recommended
Hard-drive space required, 30 MB

Windows-compatible sound card, 8 bit DAC, 8 bit
ADC

vy v.vyYy

» Video display resolution of at least 640 x 480 with
256 colors

» Windows-compatible printer

» Windows 3.1 or higher; Windows for Workgroups
3.1 or higher; MS-DOS or PC-DOS 3.3 or higher

MACINTOSH

» Mac LCII or better with a minimum of 16 MHz
68020, 68030, or 68040 accelerator; or PowerMac
compatible

» 13” monitor (640 x 480) or larger, 8-bit color or
grayscale

» Hard-disk space, 30 MB
> Atleast 4 MB RAM, 2 MB available for program use

» System 6.0.7 or later

Some Compatible Laserdisc Equipment*
» Pioneer 2400, 2600, 8000 Models or later
» Sony MDP 1150, 1700 AR Models or later

» Suggested barcode readers: Pioneer Model V108-
BC; Sony Model RM-B1150

*Not all-inclusive

Warranty Coverage

This warranty covers the media on which the AIT soft-
ware/data are recorded. This limited warranty does not
extend to the information contained on the media and in
the accompanying book materials (the “software/data”).
The media product is warranted against malfunction due
to defective materials or construction.

This warranty is void if the media product is damaged
by accident or unreasonable use, neglect, installation,
improper service, or other causes not arising out of de-
fects in material or construction.

Warranty Duration

The media product is warranted for a period of three
months from the date of the original purchase by the
customer.

Warranty Disclaimers

The following should be read and understood before
purchasing and/or using the media:

A. Any implied warranties that arise out of this sale are
limited in duration to the above three-month period.
AIT will not be liable for loss of use of the media or
other incidental or consequential costs, expenses, or
damages incurred by you, the consumer, or any other
user. Furthermore, AIT will not be liable for any
claim of any kind whatsoever by any other party
against the user of the software/data.

B. AIT does not warrant that the software/data and the
media will be free from error or will meet the specific
requirements of the consumer. You, the consumer,
assume complete responsibility for any decisions
made or actions taken based on information obtained
using the software/data.

C. Any statements made concerning the utility of soft-
ware/data are not to be construed as expressed or im-
plied warranties.

Introduction =
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D. AIT MAKES NO WARRANTY, EITHER EX-
PRESSED OR IMPLIED, INCLUDING BUT NOT
LIMITED TO ANY IMPLIED WARRANTY OR
MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE, REGARDING THE
SOFTWARE/DATA AND MAKES ALL SOFT-
WARE/DATA AVAILABLE SOLELY ON AN “AS
IS” BASIS.

E. In no event will AIT be liable to anyone for special
collateral, incidental, or consequential damages in
connection with or arising out of the purchase or use
of the software/data. The sole and exclusive liability
of AIT, regardless of the form of action, will not ex-
ceed the purchase price of the media.

F. Some states do not allow the exclusion or limitation
of implied warranties or consequential damages;
therefore, the above limitations or exclusions may
not apply to customers in those states.

Further Disclaimers of Warranty

AIT will extend no warranty where the software is used
on a machine other than that designated on the software
package.

Media Replacement

Provided that you, the consumer, have satisfactorily com-
pleted and returned a copy of the License Agreement,
AIT will replace, during the warranty period, any defec-
tive media at no charge. At AIT’s option, the defective
media must be returned, postage prepaid, along with
proof of purchase date. Please contact AIT at the address
shown below for return instructions before returning any
defective media.

Agency for Instructional Technology
Box A

Bloomington, IN 47402-0120
800/457-4509

This warranty gives you specific legal rights, and you
may also have other rights that vary from state to state.

Lot e 2 followed and applied.
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ToLL-Free AssISTANCE NUMBER

Support is available to help you with any technical or
content problems you may experience with this media
product. If you need assistance, call AIT toll-free at
800/457-4509.

If you identify a technical problem, please check your
hardware to make sure it is working properly. If the
hardware is functioning correctly, contact http://ait.net
on the World Wide Web or call the above number. Please
have the following information and materials on hand
when calling:

» instructor’s manual

» list of any error messages
students’ printouts

description of the problem
computer type and model
computer’s memory configuration

version number of operating system

Yy v.v. v v Y

name and version number of commercial soft-
ware (if applicable)

You should indicate to the person in customer service
whether you have a technical or content question. A
specialist will call you back.

Please do not permit your students access to this number.
You may also call this number if you want to order soft-
ware or if you need product information.

NoTES

1. Cognition and Technology Group at Vanderbilt, “An-
chored Instruction and Its Relationship to Situated
Cognition,” Fducational Researcher 19 (1990): 2—11.

2. F. Newman and G. Wehlage, “Standards for Authen-
tic Instruction,” Issues in Restructuring Schools 4
(1993): 3-6.

]
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"’ This mark indicates that the LaserBarcode format has been
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GRrAPHICAL DATABASE BARCODES

(Use “step still” function or barcodes below
to advance within categories.|

Step Back Step Forward
[ i
Elasticity
T
Role of Profits
WA
Product Markets

(R

Consumer Behavior Theory

Production Theory

(T

Foreign Exchange Markets

T

Human Resource Market

T

Nonhuman Resource Market

AW

Aggregate Supply & Demand

AR

Loanable Funds Market

T

Sipe 11
TeAcHER-TRACK BARCODES

Introduction and Activity

AAMTAARTO A

Barriers to School

FNTE AR

Opportunity Cost of School

TR

Supply & Demand and Wages (audio only/*

Al

[HITT

*Swipe any other barcode to restore video.

Ecunmﬁs

Pt
o\\‘p
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" REUNION

ECON BRIEFING

OTTERY fever is sweeping the country! The jackpot hit $45 mil-
lion in Illinois! Powerball’s big prize topped $100 million! Even Materials
some little Lotto payouts are more than $100,000! Quick picks, daily 1} jesson uses the videodisc (or video-
games, wipe 'n’ wins, peel 'n’ plays, scratch 'n’ sniffs...so many tape) program Reunion. To complete the
ways to play...so many ways to win!

2 CLASS PERIODS

activities, students may use the following

. . . o . items: current newspapers; colored pen-
Wouldn’t it be cool to win the lottel‘y? If you hit a $2 mllhonJaCk- CiIS, pens, or mquers; grqph paper; poster

pot, you'd get $100,000 a year for 20 years! board; calculators; a computer wit
o _ ' spreadsheet software; and various re-
Winning the lottery is pure luck, but the chances are only one in 10 source materials, such as encyclopedias,

million that you’ll pick the right numbers and strike it rich. You almanacs, and the Statistical Abstract of
might play every week for your entire life and never win a cent. the United States.

But there’s another way to increase your income—one that has a
greater probability of a big payoff. It’s not magic, and it’s not a se- INTRODUCTION
cret. It’s called investing in human capital, and you can start right
now to increase your chances to earn more money every year for
the rest of your life.

This lesson introduces students to the prin-
ciple that investment in human capital re-
sults in a more productive work force. The
activities emphasize the interdependence

This lesson will help you understand how traming and education can  _f ,orkers and businesses. as well as the

increase your earning power. It will examine differences in income risks and costs they face while making de-
and will analyze ways to maximize your earning potential. You will cisions fo invest in fraining and education.
also see that investing in human capital involves opportunity costs The lesson stresses the importance of mar-

: ket forces in determining the equilibrium
and risks. g he €4

wage—students will analyze the effects of
supply and demand on the price of labor.
As students focus on ways to increase la-
bor productivity, they will use decision-
making skills and cost-benefit analysis.

WHAT You'LL LEARN IN THIS LESSON

 Investing in human capital improves skills and enhances
knowledge.
Goats

Students will be able to demonstrate their
understanding of the importance of invest-
ing in human capital. They will be able to
use the economic way of thinking to eval-

 Investing in human capital involves opportunity costs and eco-
"~ nomic risks to workers, businesses, and society.

 Training and education increase productivity.
 Higher productivity can increase the standard of living.

» The forces of supply and demand affect wages.

> Module 5, Lesson A



uate the benefits and opportunity costs of
various decisions. By examining the deci-
sions of others, students will be able to
weigh their own options in the job market
and to make choices about investing in
human capital.

OBJECTIVES

Upon completing this lesson, students will
be able to:

e calculate opportunity cost
* inferpret supply-and-demand graphs

e analyze the risks of investing in hu-
man capital

¢ define an employer’s motive for in-
vesting in the human capital of
workers

* compare salaries in various fields of
study

¢ explain why differences in income
exist in different jobs

* describe how changes in supply and
demand can affect wages

e examine the costs and benefits of ca-

reer decisions

* calculate productivity per hour

Economics at Work

PAyBACK

Way back in the 19th cen-
tury, getting an education
meant learning the three
Rs-——reading, ’riting, and
rithmetic. With those skills,
after completing eight years
of school, a person could be
a prosperous farmer or mer-
chant. Today success in
nearly any profession still
requires the three Rs, but
you must also know how to

“Education and work
are the levers to uplift a
people. Work alone will
not do it unless inspired
by the right ideals and
guided by intelligence.
Education must not
simply teach work— it
must teach life.”

—W.E.B. Du Bois,
American educator and writer -

use computers, be able to

communicate effectively, and demonstrate that you can analyze data
and make decisions. Eight years of school aren’t enough anymore.
You need more than an eighth-grade education if you want to get -
somewhere in today’s competitive labor market.

Understanding what it takes to make yourself a more valuable
worker will help you prepare for a profession. You’ll be able to plan
the kind of training and education that you need to begin your ca-
reer as a computer technician, doctor’s assistant, mechanical engi-
neer, or other skilled professional. In the end, your investment in
yourself will reward you with increased earnings and a higher stan-

dard of living.

Module 5,

Lesson A

Where will you be in
10 years? When Josh
and David meet at
their 10-year high
school reunion, they
learn how their in-
vestments in human
capital have affected
what they do—and

how much they earn.”
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ECon cepts |

demand—the quantity of an input, including labor, that
firms are willing and able to buy at various prices during a
specific time period

human capital—the skill and knowledge of workers (labor
resources)

marginal physical product—the additional output pro-
duced when one additional unit of a resource is employed

opportunity cost—the highest valued alternative that must
be given up because another option is chosen

productivity—the amount of output produced per unit of
input used

supply—the quantity of an input, including labor, that own-
ers are willing and able to sell at various prices during a spe-
cific time period

LessoN DescripTioN

This lesson focuses on persons attending o
high school reunion fo demonstrate how
labor productivity can be increased
through investment in human capital. The
five main characters, Josh, Jen, David,
Sandy, and Lisa, display different levels of
job satisfaction and dissatisfaction. They
discuss how they might gain a sense of
achievement. The video follows Josh and
his wife, Jen, as they use cost-benefit anal-
ysis to make decisions about whether fo in-
vest in computer training for Josh. As they
examine their options, they learn about the
risks and costs of training and education.

Students encounter questions about oppor-
tunity cost, salary differences, and the
supply of and demand for labor. They are
encouraged to examine whether local firms
support development of human capital
through education and training programs.
Understanding how the market determines
wages and knowing how businesses seek
to improve productivity and profits will

szt

help students make career decisions.

Before showing the video, you may wish to
ask students to list ways that the following
professionals can become more productive
in their work: basketball player, secretary,
auto mechanic, pilot, electrician, chef, po-
lice officer, cabinet maker. Allow students
to suggest others if they prefer.

POWER UP

In 1992 the average eighth-grade graduate earned $12,809 and the
average high school graduate made $18,737, according to the U.S.
Census Bureau. A difference of $5,928 is a good incentive to stay in
school through 12th grade. And the longer you stay in school, the

better the incentives get. Key Terms

Prepare a poster listing the Econcepts, or
In that same year a person with some college education earned write these key terms on the chalkboard.
$20,866, while a college graduate earned $32,629. Simply having
that much additional training helped the college grad earn $19,820
more per year than the person with only eight years of schooling.
Based on these figures, if you worked for 40 years, you'd earn
$792,800 more for continuing your education than you would if you

dropped out of high school.

PREVIEW

Ask students to read Econ Briefing, includ-
ing What You’ll Learn in This Lesson and
Payback (pages 1-2). Explain that train-
ing and education can make workers
more productive and that the kind of
training that produced successful workers
in the past may not be sufficient to ensure
their success in the future. Emphasize that
as jobs change, the skills required for those
jobs also change; as a result, continual
learning is essential. To illustrate this, you

Finishing high school and going on for further education will make
you a more productive worker. You’ll be more valuable to your em-
ployer, and you’ll probably earn more money.

But training and education are not free. Choosing to invest in your
human capital —that is, improving your skills and knowledge—in-
volves an opportunity cost. Check out the story on the following

page.

Lesson A
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may wish fo engage students in the follow-
ing activity.

Present these five statements, one at a time.
Write them on the chalkboard, or project
them on an overhead screen.

1. IGV CLQD.

2. KDZQM Z RJHKK.

3. TRJUJMJCB FSJVRDB.

4. AYNEORAERERCUYCAD.

5. RLAHFSTEPYROOUDRUECATRIN-
VIINTGYS.

Ask volunteers to tell you what the first
statement says. Although some students
may be able to decipher the message,
most probably will not. After a few min-
utes, explain the secret of the code. Ex-
plain that the training they are receiving
right now will make them more productive
as code breakers.

Present the second message. The key to
solving this message is different from the

Economics at Work

There’s No Free Lunch

When Ling was in high school, he worked as a clerk in a
computer store. He learned a lot about computers from the
salespeople who came to the store and from his boss, Cindy
Podgorski. When Ling graduated, Cindy offered him a full-
time job at a salary of $13,000 a year. Because Ling was
anxious to buy a car and get his own apartment, that $13,000
sounded awfully good.

Before he accepted the offer, however, Ling decided to ex-
amine his other alternatives. Some of his friends were going
to college; some had enrolled 1n trade school; others had en-
listed in the military; and a few planned to go right into the
work force. Ling wondered which would be best for him.

He decided to calculate his cost to determine whether he
should work for Cindy or go to school for a year. If he went
to technical school and studied computer technology, he’'d
face a total tuition bill of $7,000 and another $3,000 in fees,
books, and transportation expenses. He’d also have to give
up the $13,000 he would have earned by working for Cindy.

Uncle Sam Wants You!

ESPITE major cuts in defense spending, the

Army, Navy, Marines, Air Force, and Coast
Guard are always seeking to recruit young men and
women. The military offers recruits many benefits,
including job training and money for college.

With the Montgomery GI Bill package, for ex-
ample, you can earn $14,400 for college or voca-
tional/technical training after you leave the service.
(You need to serve for at least three years and in-
vest $100 a month during the first year.) In addi-
tion, tuition assistance programs will pay up to 75
percent of the cost of tuition for active-duty person-
nel who take college courses on their own time. Fi-
nally, the Army, Navy, and Marine Corps offer

- college funds that, when combined with the GI Biil
package, can provide maximum education benefits
of $30,000.

According to Harlow G. Unger, author of But What
If [ Don't Want to Go to College? the armed ser-
vices “offer training and work experience in nearly
2,000 occupations, most of which are valuable in
civilian life. All training is on-the-job at full pay
and at government expense.”

—Adapted from The Word on Business
{St. Louis, November 1994)

The United States Navy:

Module 5,
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Economics at Work

If Ling goes to technical school, what is his opportunity cost? Cal-
culate your answer on the lines below or on another sheet of paper.

Ling wasn’t sure whether his investment would pay off in the
long run. Then he saw some statistics that showed computer
specialists earn an average of $30,523 a year! The $13,000
that Cindy had offered him suddenly looked like small change.

Why is there such a big difference between the earnings of people
with only high school diplomas and those with technical school cer-
tificates or college degrees? What forces determine wage rates?

Wages are the price of labor. The forces of supply and demand es-
tablish that price.

In recent years the demand for computer technicians has increased,
this change in demand has occurred because of increased demand
for computers. The number of consumers owning computers results
in a need for more technicians. As the income of consumers in-
creases, they are able to afford more sophisticated computer equip-
ment, and they need the services of technicians to develop, repair,
and service it. Consumer taste also affects the demand for computer
technicians: As more consumers choose to buy computers instead
of typewriters, they will look to computer experts for help.

On the other hand, the supply of computer experts continues to be
low relative to demand. One of the reasons may be the cost of train-
ing. A high opportunity cost for computer training may reduce the
supply of computer technicians. Some workers may choose not to
become computer technicians because of the value of the next best
thing they could do with their knowledge and ability. Perhaps they
believe their potential earnings would be greater as graphic design-
ers or textbook editors.

If the demand for computer experts is high relative to the supply, the
result will be a high wage. If supply is high relative to demand, the
wage will be low.

Ling decided that his opportunity cost would be greater if he
chose not to continue his education. Even though he’d have
to give up the $13,000 salary Cindy had offered, he’d be sac-
rificing much more—he kept thinking about the $30,523 he
could earn as a computer specialist.

Is Ling’s decision risk-free? Can he be sure that he will earn
$30,000—or even $20,000—when he finishes technical school?

Module 5, Lesson A

first. Explain that jobs are like these mes-
sages: They change, and the skills needed
to do a good job change also. Some stu-
dents may be able to solve this code. Help
students to understand that the experience
and learning they gained when decipher-
ing the first code are useful in tackling
one that is slightly different. Ask students
to suggest how this relates to the real
world of jobs. They should respond:
Learning one kind of task can make other,
similar tasks easier to learn.

Present the third message, and follow the
same procedure as above. Continue fo
elicit ideas from students about how their
investment in human capital {learning new
skills and gaining new knowledge) makes
them better code solvers each time. Remind
them that simulations in the classroom are
meant to reflect real situations and experi-
ences. Encourage them to describe how
this activity relates to training and educa-
tion in the workplace. They should re-
spond: As jobs change, workers need to
use the skills they have already acquired,
but they also must develop new knowledge
to deal with an evolving workplace.

Translations: (1) GET A JOB—letters in
the coded message occur alphabetically
two letters after those in the real message;
(2) LEARN A SKILL—letters in the coded
message occur alphabetically one letter
before those in the real message; (3} AC-
QUIRE ABILITIES—letters in the coded
message occur alphabetically one letter
after those in the real message, and the
enfire message is wriften in reverse;

{4) ADVANCE YOUR CAREER—read the
first letter, then the 17th, then the second,
then the 16th, etc.; (5) RAISE YOUR
EARNINGS [and] LIFT PRODUCTIVITY —
start with the first letter, and read every
other letter for the first part of the mes-
sage; then start with the second letter, and
read every other lefter for the second part.

Introduce the Econcepts (page 3), and
give contextual examples of each. Use situ-
ations that relate to students’ experiences.
Encourage students to refer to these terms
whenever necessary during the lesson.




Ask students to read the opening four
paragraphs of Power Up (page 3). Dem-
onstrate the math calculations on the
chalkboard or overhead display:

e $18,737 - $12,809 = $5,928
e $32,629 - $12,809 = $19,820
e $19,820 x 40 years = $792,800

Explain how earning power increases with
increased levels of training and education.

Ask students what they think is meant by
the title of the section There’s No Free
Lunch. Explain that every choice involves
an opportunity cost and that even a free
lunch means giving up time or another
opportunity. Ask students to read the first
three paragraphs of There’s No Free
Lunch (page 4) and to compute Ling’s op-
portunity cost. Answer: $7,000 + $3,000
+$13,000 = $23,000.

Have students read as far as the group of
questions dealing with the risks that Ling
faces (bottom of page 5). Before students
answer these questions, explain how the
interaction of the supply of labor and the
demand for labor determines an equilib-
rium price for labor, the equilibrium wage.

Demonstrate how increases in supply or
demand can offect the equilibrium wage.
Invite students to suggest reasons why the
supply of or demand for labor might in-
crease or decrease. They may respond: in-
crease in supply—increased population,
baby boomers looking for jobs, more col-
lege grads in certain fields; decrease in
supply—drop in population, increase in
number of refirees, increase in college tu-
ition (resulting in fewer grads to fill some
jobs); increase in demand—more facto-
ries needing more workers, profitable
firms hiring more, demand rising for out-
put that workers produce; decrease in de-
mand—factories cut costs because of
governmental regulations, demand falls
for output that workers produce.

Now have students discuss the questions
about Ling’s decision. After the discussion
period ends, have them write their an-
swers. They should respond along these
lines: Ling’s decision is not risk-free. If the

Economics at Work

How could market forces affect his earning potential? Discuss these
questions with your classmates, and then write your conclusions be-
low or on another sheet of paper.

Ling returned to Cindy’s store to tell her that he was enroll-
ing in technical school and would not be working for her
anymore. To Ling’s surprise, Cindy made him another offer.
She suggested that he continue to work part-time and go to
school part-time. She would even pay half the cost of his
education while he went to technical school!

This was an offer he could not refuse. Cindy’s proposal had
reduced his opportunity cost considerably. He would earn
about $6,500 a year, and $5,000 of his education expenses
would be paid by Cindy. He compared his opportunity cost
before Cindy’s offer and after:

Before After
Tuition $7,000 Tuition $3,500
Fees $3,000 Fees $1,500
Lost wages $13,000 Lost wages $6,500
Total $23,000 Total $11,500

Why did Cindy offer to pay half of Ling’s tuition and expenses? Why
was she willing to allow him to work part-time? She would have to
hire another part-time worker to fill the hours that Ling would be
off. What was Cindy’s motive? Discuss these questions with the
other students in your class, and write the best ideas on the following
lines or on your other sheet of paper.

Businesses respond to incentives. Their greatest incentive is profit.
Businesses earn bigger profits when they are more productive, and
they can be more productive with a skilled, educated work force.
When Cindy offered to subsidize Ling’s education, she was invest-
ing in his human capital. She believed that Ling’s new skills and

A
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Economics at Work

knowledge would make him a more productive worker. As a more
productive worker, he would help her company earn bigger profits.

Cindy faced an opportunity cost too. Besides paying half of Ling’s
school expenses, she would be losing half of his productive work.
She’d also have to hire and train another worker to fill the hours
when Ling would be in school. Cindy made her choice because she
felt that the benefit Ling would provide to her business outweighed
the cost of his education.

Was Cindy’s decision risk-free? Could she be sure that the invest-
ment in Ling’s human capital would result in bigger profits for her
company? What could happen to increase Cindy’s opportunity cost?
Discuss these questions with your classmates, and then write your
conclusions below or on another sheet of paper.

A business such as Cindy’s benefits from the increased productivity
of skilled workers, but it must compensate those workers with higher
wages than it pays unskilled employees. When Ling finishes techni-
cal school, he’ll expect to earn more than another worker without

demand for computer technicians drops
relative to supply, his wage will fall. If the
supply of computer technicians increases
relative to demand, his wage may not
reach the potential he had expected.

Have students read as far as the next set
of questions (page 6), which address
Cindy’s reasons for subsidizing Ling’s
education. Again encourage whole-class
discussion, and then have students write
their answers. They should respond:
Cindy’s motives include her expectation
that Ling will continue to work for her and
become a more productive worker be-
cause of his increased knowledge. She
may also be hoping for bigger profits for
her firm because of Ling’s increased pro-
ductivity. She is willing to hire another
worker and incur additional expenses be-
cause she believes the benefits will out-
weigh the costs.

Next, explain that investing in human
capital involves risks. Workers face risks
because changes in the market may affect
their wages. Businesses face risks because
market factors may affect the demand for
the workers whom they
have paid to train.

Sample Undergraduate Student Budget, 199495
TuITION BoOOKS AND Room aND PeErsonaL  EsTiMATED ToTAL
e : AND FEES SuUPPLIES BoArD CARr EXPENSES EXPENSES
|
Resident $1,298 $566 * * * *
Commuter $1,298 $566 $1,746 $934 $1,095 $5,639
Resident $2,686 $578 $3,826 $592 $1,308 $8,990
Commuter $2,686 $578 $1,684 $892 $1,314 $7,154
‘ Resident $11,709 $585 $4,976 $523 $991 $18,784
Commuter $11,709 $585 $1,809 $844 $1,123 $16,070
*Sample too small to provide meaningful information —College Entrance Examination BOOI’d %
_Er> Module 5, Lesson A




Ask students to read as far as the final set
of questions, which deal with Cindy’s risks.
Have students discuss the questions and re-
spond in writing. Appropriate response:
Cindy’s decision was not risk-free. Her op-
portunity cost would increase if Ling took
a job with another company after she had
invested in his training.

Encourage students to read the last two
paragraphs of this section.

VIDEO CORE

Ask students to read the two paragraphs
that introduce Take a Closer Look. The first
video segment introduces students to the
idea that job satisfaction and wages often
depend upon training and education. In-
vestment in human capital—increasing
the skill and knowledge necessary to do @
job well—can pay off in a higher salary
and a greater sense of Gccomp|ishmenf in
the workplace.

Economics at Work

his training. Why? Because Ling’s training and education represent
a cost to him. He expects to recover the cost through increased earn-
ing power. It’s a return on his investment in human capital.

Ling’s choice to go to technical school meant that he’d have to give
up the opportunity to buy a car with the money he would have earned
at Cindy’s; he’d also be giving up a lot of leisure time, because he’d
have to study to pass his courses. But Ling decided the trade-off
would be worth it in the long run—he’d earn more money the rest
of his life.

TAKE A CLOSER LOOK

WHEN people look back at decisions they have made, some people
are satisfied and some are not. Maybe they should have stayed in
school...maybe their careers haven’t worked out as well as they had
hoped...maybe it’s time for a change.

A high school reunion forces old friends to examine their choices—
especially if they discuss the successes and failures of former class-
mates. But a reunion is also a time to recognize that it’s never too
late to make new choices and to realize new benefits.

Why Some Occupations Receive Higher Wages

'ECOMING a doctor requires a greater commitment of time
and money than becoming a salesclerk. Similarly, some-

FIELD OF STUDY 1990 1992 1994

Engineering (cont.)

one who studies to be a nucear engineer has a higher opportu- Electrical $31,817 $33,754  $34,840
nity cost—in postponed earnings and sacrificed leisure—than . ~
someone who wants to be a waiter. A doctor and a nuclear en- Mechanical 32,166 34,462 35,051
gineer expect to be compensated with higher earnings because Nuclear 30,865 34,447 33,603

.of their higher costs. In many cases, those who study longer do Petroleum 35,448 40,679 38,28 -
- earn more. The following table shows representative salaries Engin. Technology 28,905 31,051 30,509
- offered to graduates in various fields of study. Humanities 23,659 2941 23519
FIELD OF STUDY 1990 1992 1994  Marketing 23,447 23914 24584
Accounting $26,496 $27,179  $28,372  Mathematics 26,686 28,434 28,221
‘Business 23,318 24,305 25,102 Physics 29,530 29,019 28,117 k
Chemistry 28,226 27,557 28,128 Social sciences 22,179 21,623 23,023
Computer science 29,730 30,523 31,783 ~—National Association of Colleges and Employers -
Engmeermg A big income is not the only reason to choose one career
Civil 28,040 29,376 29,809 over another. It’s also important to enjoy your job. If you
Chemical 35,084 39,203 39,204 don’t like your work, even a high salary won’t make up for
Computer 31,212 32,848 33,842 your discontent and unhappiness.
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WHAT You'LL SEE ON THE SCREEN

The first segment of “Reunion” explains that training and education
can increase a worker’s productivity. Productive workers earn higher
incomes for themselves and higher profits for their employers.

You will learn that becoming more productive means investing in
human capital—but it also means taking a risk. Going to technical
school or college does not guarantee higher earnings. After all,
wages are determined by the interaction of supply and demand in
the labor market. You will also learn that education and training in-
volve an opportunity cost—not just dollars and cents for tuition and
books, but also the leisure time and earning power that are given up.

In the Economic Puzzle Challenge sequence, you will be asked to
analyze the risks and opportunity costs of some career decisions.
You will need to think about economic incentives as you answer the
questions on the following page.

- “People who work sitting down get paid
 more than people who work standing up.”

—Ogden Nash, American humorist

Module 5, Lesson A

“In our economy, it§ the
well-trained and educated
people who usually earn
more money—sonetimes a
lot more.”

INTRODUCTION TO THE VIDEO

Invite students to read What You'll See on
the Screen. Ask them to give examples of
people they know who have chosen to in-
vest in their human capital. Encourage
students to list the opportunity costs these
people incurred. Accept any reasonable
responses. Make sure students name fore-
gone alternatives as well as the financial
costs of education and training.

Engage students in a discussion of how a
high school education represents an in-
vestment in their own human capital. Ask
what other ways they are expanding their
learning in ways that might increase their
earning power as adults. They might sug-
gest: affer-school jobs that provide train-
ing in a field they may enter affer high
school; extensive reading to improve skills;
hobbies that require skills that will be use-
ful in a job; extracurricular activities that
relate to career plans. List their ideas on
the chalkboard, and suggest that students
refer to these ideas as they watch the video.
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Douglas Miller

Laurel Hall, 40
Purchasing director
$34,000
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Brian Rueger, 46
Firefighter
$38,700

What Some People Earn

"
2
=
P
=
oD
=
4
a

Douglas Miller

Harry Smith, 27
Scaffold carpenter
$28,500

Matthew Winston, 26
Public relations
$25,000

VIDEO-BASED ACTIVITIES

Start the videodisc (Side 11), and swipe
this barcode to play:

Reunion (introductory segment)

TR

The video will pause on a screen with the
following questions (which also appear in

the Student Guide).

How do the classmates’ careers
differ in levels of income and
satisfaction?

Why do they differ?

Ask students to read Talk This Over. When
they finish reading, use the chalkboard or
an overhead projector to construct a table
comparing the five characters’ incomes
and attitudes on a scale of one to four

(four being the best). Invite students to sug-

gest responses as you complete the table.
Possible responses:

Josh and
Jen  David Sandy Lisa
Income 1 2 3 4
Satisfaction 1 2 3 4

TALK THIS Over

Why are some people happier than others in their jobs? What makes
some careers more appealing than others? What do people look for
when they make career choices?

Not everyone likes the same kind of work, but everyone wants a job
that provides satisfaction and a good wage. The higher, the better!
Cheerleaders, class clowns, football heroes, and even nerds want to
benefit from the work they do. In the end, some seem to benefit
more than others. As you watch the first part of the video, think
about the five main characters and their career choices.

The video will pause on a screen with these questions:

How do the classmates’ careers differ in levels of income
and satisfaction?

Why do they differ?

Share your thoughts with your classmates, and then write your con-
clusions on the lines below or a separate sheet of paper.

Module 5, Lesson A
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For More...

A hairdresser makes a lot less money than an advertising executive.
Why? The forces of supply and demand provide an answer. Becom-
ing an advertising executive requires a big investment of time and
money for education. These high input costs restrict the supply of
ad execs. When the supply is low relative to demand, the wage in-
creases. On the other hand, the supply of hairdressers is high relative
to the demand for them; therefore, the wage of the hairdresser is low.

Wages are the price of labor. Supply and demand establish wages.
The supply of available workers and the demand for them interact to
establish an equilibrium price (wage).

Study the following graphs. Then answer the questions about them.
Use the space provided or another sheet of paper for your responses.

Supply and Demand: Two Types of Jobs

‘Wage ‘Wage
Supply

Supply

F — — — — Z2XEquilibrium Wage

Equilibrium Wage

Demand Demand

Number of Hairdressers during Calendar Year Number of Ad Execs during Calendar Year

Supply of ad executives is low
relative to demand: Wage is high.

Supply of hairdressers is high rela-
tive to demand: Wage is low.

1. In the graph on the left, what would happen to the wage if the de-
mand for hairdressers increased and supply remained constant?
Draw the graph with the new demand curve below, and explain
your answer.

Module 5, Lesson A

Remind students that levels of job safisfac-
tion may not always coincide with income;
however, by improving their skills and
knowledge in fields that inferest them,
workers increase their productivity and
enhance their opportunities for higher in-
come in jobs they enjoy.

Now ask students to discuss the on-screen
questions and then to respond in writing.
Answers will vary, but students should
suggest that the classmates’ salaries differ
because their careers involve different
costs in time and training. They are being
compensated for the cost of their prepa-
ration and/or education. Also, market
factors are at work. Some, such as Sandy,
hold jobs in which demand is high rela-
tive fo supply, and their wages are higher.
Others—Josh, for instance—hold jobs in
which supply is high relative to demand,
and the wage is lower.

Further Discussion

Invite students fo read For More... on this
page. Explain that just as the characters
in the video earned different levels of in-
come, workers in various fields of study
can expect different incomes. Ask students
to comment on the salary offers shown in
the table on page 8. Explain that part of
the difference in salaries is a result of the
number of years of study required for
some of the jobs and that the years of
study have an opportunity cost. As oppor-
tunity cost rises, supply decreases, result-
ing in a higher wage.

To ensure that students are interpreting the
data correctly, ask some questions about
it—for example, How much did the aver-
age physics graduate earn in 19922 An-
swer: $29,019.

Have students examine the salaries of the
persons whose photos appear in the fea-
ture on page 10. Ask them to suggest rea-
sons for the differences in pay. Possible
response: Length of time in school, ex-
pense of education, danger of job, and
difficulty of job determine supply. As these
factors increase, supply decreases.




Next, draw graphs on the chalkboard or
on an overhead projector, using the
graphs on page 11 as a guide. You may
also wish to swipe the next barcode to ac-
cess the database deqling with the market
for human resources.

Human Resource Market Database

TR

Step Back Step Forward

I MK

Demonstrate how the demand for and the
supply of labor affect the equilibrium
wage. Invite students to suggest reasons
why the supply of hairdressers or adver-
tising executives might change.

Have students answer the questions about
the graphs, then review their answers as
a class. They should respond:

The wage would increase. At the original
wage, a shortage of labor would exist.
An increase in the equilibrium wage will
eliminate the shortage.

The wage would decrease. At the original
wage, a surplus of labor would exist. A
decrease in the equilibrium wage will
eliminate the surplus.

VIDEO-BASED ACTIVITIES, CONTINUED
Ask students to read the paragraph that
introduces the second Talk This Over sec-
tion. Then swipe the next barcode fo gen-
erate the following question (which also
appears in the Student Guide).

How can the classmates improve
their career situations?

Encourage whole-class discussion, and
then have students answer the question in
writing. Suitable responses: They could
go back to school, take a home-study
course, change jobs, or start a business.

Economics at Work

2. In the graph on the right (page 11), what would happen to the
wage if the demand for ad executives decreased and supply re-
mained constant? Draw the graph with the new demand curve be-
low, and explain your answer.

“The biggest tragedy in America is not the waste
of natural resources, though this is tragic. The
biggest tragedy is the waste of human resources.”

—Oliver Wendell Holmes,
American physician and author

TALK THIS OVER

The number of career options that someone has depends upon the
number of skills that he or she possesses. Blacksmiths who could
make nothing but horseshoes became unemployed when horseless
carriages took over the roads. But a blacksmith who was skilled in
making cast-iron sinks and furnaces was able to find work in another
field. Training and education are the keys to wider career choices.

The screen poses this question:

How can the classmates improve their career situations?

Discuss your thoughts with the other students in your class. Then
write your conclusions below or on another sheet of paper.

Module 5, Lesson A
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For More...

When you are dissatisfied with a job, you have two options: Choose
a different job or get better at the job you do. By returning to school
and learning new skills, you can do your old job more productively.
You’ll become more valuable to your employer, and you might earn
more money too.

Even if you choose a different job, you’ll need additional training and
education. The training will give you a chance to decide whether the
new career is really what you want. You should also investigate the
market for your new skills. Is there a demand for them? Before you
invest your time and money studying how to repair sundials, you
ought to know whether there are any sundials that need fixing.

* 3+ = ¥ T 7 0
PEEUE A S UL A S Y

Economic Puzzie CHALLENGE, PART 1

Deciding whether to go back to school can be extremely difficult,
especially when you’ve been out of school for a while. Even though
Josh feels frustrated with his job, he’s nervous about the costs in-
volved in making such a big change.

It’d be easy for Josh to do just what he did right out

of high school—decide that he can’t afford any

more education. But if he doesn’t go back to school,
. he’ll be giving up a lot of potential income...

Module 5, Lesson A

Further Discussion

Have students read For More... on this
page. Suggest that as they prepare fo
make decisions about careers, they inves-
tigate which jobs are growing in numbers.
Choosing jobs in shrinking fields may
mean difficulty in finding work; choosing
jobs in growing fields may mean more
openings.

“I'was just thinking about the
reunion. All my friends...they
seem to be doing so well—es-
pecially compared to me.”

Economic Puzzie CHALLENGE,
Part 1

Before swiping the barcode, ask students
to read the introductory pdragroph to
Economic Puzzle Challenge, Part 1. Then
swipe this barcode fo play:

Economic Puzzle Challenge, Part 1

IO TARERT N




Video-based Questions

The video will pause on a screen with the
following question (which also appears in

the Student Guide).

Should Josh make an investment in
human capital and go back to school?

Encourage students, as they respond in writ-
ing, to think about the opportunity costs
they've encountered in this lesson. Then swipe
the barcode of the option you wish to view.

A. No, the $18,000 opportunity cost is
too high for a $2/hour raise.

LR

Analysis: Incorrect. Josh is dissatisfied with
his income and with his job. If he chooses
not to go back to school, he will continue
to earn the same wage and will continue
in the same boring position. If he decides
to continue his education, he will increase
his productivity in work he enjoys and
may earn a higher salary as well.

B. Yes, the extra iraining is
a wise investment,

LTI

Analysis: Correct. Josh and Jen calculated
that Josh’s increased earnings as a resulf of
his added training would raise his annual
income by $3,000. This represents a siz-
able return on the investment in his human
capital.

Economic Puzzie CHALLENGE,
Part 2

Before swiping the barcode, ask students
to read the introductory paragraph to
Economic Puzzle Challenge, Part 2. Then
swipe this barcode to play:

Economic Puzzle Challenge, Part 2

(GBI

Video-based Questions

The video will pause on a screen with the
following question (which also appears in

the Student Guide).

Economics at Work

Decision Time

At the end of the first part of the Puzzle Challenge, the video pre-
sents the following question.

Should Josh make an investment in human capital and go
back to school?

Use the lines provided or a separate sheet of paper to mark your
choice and explain your answer. Then watch the video to see the re-
sults of your decision.

(1 A.No, the $18,000 opportunity cost is too high for a $2/hour
raise.

(0 B. Yes, the extra training is a wise investment.

Both supply and demand are required to
determine price. In a labor market, that
“price” is a wage rate.

Economic Puzzie CHALLENGE, PART 2

Investment in human capital makes a worker more productive and
more in demand in today’s workplace. This increase in demand for
skilled labor means higher wages. Josh figured that employers would
be willing to pay more for his skills after he gained his training.

Decision Time
The video challenges you with this question:

Why does Josh expect higher wages with more education?

Discuss the three options with your classmates, and then mark your
choice. Be sure to explain your response. Use the lines provided or

Module 5, Lesson A
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a separate sheet of paper. Then watch the video to see the conse-

quences of your decision.

[] A. There are fewer high-skilled workers than low-skilled workers.

[1 B. Companies need workers with the skills he’d acquire.

[0 C. Both A and B are correct.

cational investment is 16.7 percent!”

“A 33,000 net gain against an 318,000 cost—that means the yield on your edu-

Module 5,

Lesson A

Why does Josh expect higher wages
with more education?

Help students analyze the three possible
responses. Remind them of the effects of
supply and demand on equilibrium wage,
and be sure they understand how market
forces determine wages. Then swipe bar-
codes for the options you wish to view.

A. There are fewer high-skilled
workers than low-skilled workers.

(VTR O

Analysis: Partially correct. The supply of
workers is important, but demand must
be considered foo. If the supply of labor
increases but demand remains constant,
wage will decrease. But if demand in-
creases, wage might increase or remain
the same. The relative size of the change
in supply and demand determines the
equilibrivm wage.

B. Companies need workers with
the skills he’d acquire.

LIHIHNT

Analysis: Partially correct. The demand
for workers is important, but supply must
be considered too. If the demand for
workers in a particular profession is high
relative to supply, the wage will increase.
But if the supply is high relative to de-
mand, the wage will decrease.

C. Both A and B are correct.

D

Analysis: Yes. If the supply of labor is high
relative to demand, the equilibrium wage
will be low. If the demand is high relative
to supply, the equilibrium wage will be
high. Both supply and demand determine
the equilibrium wage. (This option will
play directly into a screen with discussion
questions. See Talk This Over on page
16.)




Further Discussion

Remind students that the demand for la-
bor is affected by the price of the product
that labor produces and by the marginal
physical product of labor. Ask students
what would happen to the demand for la-
bor to produce skateboards if they were
to become a hot fad again.

They should respond: The demand for la-
bor to produce skateboards would in-
crease. If supp/y stays unchanged, the
wage rate would increase.

The supply of labor is affected by the op-
portunity cost of leisure. As the wage rate
increases, so does the opportunity cost of
leisure; therefore, people work more. Ask
students how many hours they would
work per day for $5 per hour;...for
$7.50;.. for $10.

Students should make the point that they

would work more hours as the wage rate
increases because the opportfunity cost of
leisure is increasing.

Video-based Questions, continued

Option C of Economic Puzzle Challenge,
Part 2 played directly into a Talk This
Over section that presents the following
questions (which also appear in the Stu-
dent Guide). You may also access these
questions by swiping the next barcode.

College redlly did pay in the ‘80s.
Does it pay today?

What about technical training?

LAV

Ask students to read the paragraph that
introduces the Talk This Over section. Ini-
tiate a whole-class discussion based on
what David said in the previous video
segment, when he compared the supply of
and the demand for labor in the '70s and
'80s. Responses will vary. Accept any that
students can justify.

Economics at Work

For More...

Both demand and supply affect the price of labor. The demand for
labor depends upon the marginal physical product and output price.
If the demand for sugar (output) decreases, then the price of sugar
decreases, the demand for sugar growers decreases, and the wage
paid to sugar growers decreases. Their income will decrease as
people buy less of what they have to sell.

In the movie business, by using computer technology to produce
films, the marginal physical product of labor increases; therefore,
the demand for labor increases. As demand increases, with supply
unchanged, the wage increases.

The supply of labor depends upon the opportunity cost of leisure.
As the opportunity cost of leisure increases, people choose less lei-
sure and work more. As the size of the work force increases, the sup-
ply of labor increases. If the demand for labor remains unchanged,
the wage decreases.

Talk This Over

During the *70s many college graduates competed for the same jobs.
Employers realized that the supply of labor was high relative to the
demand for workers. As a result, salaries of college graduates did
not increase so rapidly as they had in previous decades. But in the
’80s things changed. Businesses needed educated workers, and the
rate of increase in the number of college graduates had slipped. In
the *80s the supply of labor was low relative to the demand for an
educated work force. Salaries once again began to climb.

The screen poses these questions:
College really did pay 1n the ’80s. Does it pay today?

What about technical training?

Discuss these issues with your classmates.

“Each generation of Americans has outstripped its
parents in education, in literacy, and in economic
attainment. For the first time in the history of our
country, the educational skills of one generation
will not surpass, will not equal, will not even ap-

proach, those of their parents.”

—Paul Copperman, in National Commission on
Excellence in Education, A Nation af Risk {1983}

Module 5, Lesson A
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Average Weekly Income by Level of Education, 1994*

LESS THAN A HIGH SCHOOL DIPLOMA

Less than one year of high school $316
One to three years of high school $357
Four years of high school, no diploma $463

H1GH SCHOOL GRADUATE OR MORE

High school graduate, no college $465
Some college, no degree $529
Associate’s degree $572
Occupational program $557
Academic program $590

COLLEGE GRADUATE OR MORE

Bachelor’s degree $821
Master’s degree $994
Doctoral degree $1,244
Professional degree $1,430

*for persons 16 years old and over

—Bureau of Labor Statistics, U.S. Department of Labor

For More...

Jen calculated the yield on Josh’s investment in himself at 16.7%.
Here’s how she arrived at that figure:

1. Josh stood to gain a $3,000 net salary increase when he fin-
ished his training.

The opportunity cost of his training was $18,000.
$3,000 is one-sixth of $18,000.

One-sixth expressed as a decimal is 0.167.

AN S

That equals 16.7%.

Jen was correct when she said that the increase in Josh’s salary was
better than the interest rate on a bond. If Josh invested every penny of
his $12,000 income, plus the $6,000 he would spend on his training,
and bought an $18,000 bond with an interest rate of 7%, he’d receive
a return of $1,260 after one year. That’s a lot less than the $3,000 in-
crease in pay he could expect when he finished school.

_maw Module 5, Lesson A

Further Discussion

Have students read For More... on this
page. If necessary, he|p them understand
how Jen calculated the 16.7 percent return
on Josh's investment in his human capital.




Economic Puzzie CHALLENGE,
ParT 3

Before swiping the barcode, ask students
to read the introductory paragraph to
Economic Puzzle Challenge, Part 3. Then
swipe this barcode to play:

Economic Puzzle Challenge, Part 3

T

Video-based Questions

The video will pause on a screen with the
following question (which also appears in

the Student Guide).

Why would a company pay for an
employee’s continuing education?

Assist students in analyzing each of the
three possible responses. Then swipe bar-
codes for the options you wish to view.

A. Investment in human capital is
usually profitable for the company.

AR

Analysis: Yes. As workers become more
productive, their value to their employers
increases. Their productivity on the job
will improve their companies’ products
and increase profits.

Economics at Work

Although investments in human capital can increase a company s productivity,
such investments can also have significant opportunity cost and economic visk.

Economic Puzzie CHALLENGE, PART 3

Businesses know that productive workers mean bigger profits. When
Mr. Archer offered to pay part of Josh’s tuition, it was because of the
benefits that Josh’s skills would bring to the company.

Decision Time

As you answer the next question, think about how employee train-
ing and education can help a company become more profitable.

The screen asks:

Why would a company pay for an employee’s continuing

education?

Use the lines below or another sheet of paper to mark your choice
and explain your reasons. Then watch the video to see the results.

O A. Investment in human capital is usually profitable for the

company.

Module 5,

Lesson A
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[0 B. Powerful unions often require companies to provide it.

L] C. It is a risk-free investment for the company.

| State of the Unions
MI'EMBERSHIP in American trade unions grew both‘ in total n}lmbers and
" in percentage of the work force from 1935 until 1955. Since then,
however, the number of union members has decreased, even though the
work force has increased.
i U.S. UnioN MEMBERSHIP, 1930-93
‘\‘ 'Yé‘ar“ : Labor force* Union members** Percentage
1 930 29,424,000 3,401,000 11.6
'11935 27,053,000 3,584,000 13.2
1940 32,376,000 8,717,000 26.9
1945 40,394,000 14,322,000 355
1950 45,222,000 14,267,000 31.5
1955 50,675,000 16,802,000 33.2
1960 54,234,000 17,049,000 314
- 1965 60,815,000 17,299,000 28.4
1970 70,920,000 19,381,000 273
1975 76,945,000 19,611,000 255
1980 90,564,000 19,843,000 219
¥985 94,521,000 16,996,000 18.0
: '1990 103,905,000 16,740,000 16.1
1993 105,067,000 16,598,000 15.8
;i)oesn’t include agricultural employment; 1985, 1990, and 1993 data don’t include self-employed or unem-
, | ft::i);e: r:;lr(s);):‘sér:‘t*s]t):t::zs.from 1930 to 1980 include number of dues-paying union members, regardless of
‘ —Bureau of Labor Statistics, U.S. Department of Labor

Module 5,

Lesson A

B. Powerful unions often require
companies to provide it.

MV

Analysis: Probably not. This may be true,
but nonunion companies also choose to
invest in human capital. In addition, the
strength of unions today is not what it
once was. Both numbers and percentages
of union members are down.

C. It is a risk-free investment
for the company.

(T

Analysis: No. Companies face both risks
and opportunity costs when they provide
additional education and/or training for
their workers. The costs may include tu-
ition and fees, as well as the opportunity
cost of lost output while the worker is be-
ing trained. The risks include unforeseen
changes in the supply of and the demand
for the worker’s particular skill, as well as
in how market forces will affect the equi-
librium wage the emp/oyer must offer.

“I do not value the labor move-
ment only for its ability to give
higher wages, better clothes,
and better homes—its ultimate
goal is to be found in the pro-
gressively evolving life possibil-
ities of those who work.”

—Samuel Gompers,
Seventy Years of Life and Labor (1925)




By their 20th high school reunion, the classmates’ investments in themselves have really

Economics

at

Economic Puzzie
CHALLENGE, PArT 4

During the 1990s many busi-
nesses began to “rightsize” or
“restructure” their work
forces. As a result, workers
had to look for jobs with
other firms in the same in-
dustry or to seek work in dif-
ferent industries. This often
meant retraining, which was
sometimes a difficult adjust-
ment for workers who had
not gone to school for a long
time. But many workers dis-
covered that learning is a
lifelong experience and that
their newly acquired skills
would again make them valu-
able and productive.

paid off. Sandy owns her own business, and Josh has been promoted by his firm.

EcoNomic Puzzie CHALLENGE,
ParT 4

Before swiping the barcode, ask students
to read the introductory paragraph to
Economic Puzzle Challenge, Part 4. Then
swipe this barcode to play:

Economic Puzzle Challenge, Part 4

RN

Video-based Questions

The video will pause on a screen with the
following questions (which also appear in

the Student Guide).

How have things changed since the
10th reunion? Why?

They all have postsecondary school-
ing, so why are their incomes
different?

Allow time for students to discuss these
questions and to respond in writing.

Talk This Over

Training and education offer an increased probability of higher in-
come for Josh and his friends—but there are no guarantees.

The video asks these questions:

How have things changed since the 10th reunion? Why?

. They all have postsecondary schooling, so why are their in-
comes different?

Discuss your views with your classmates, and then write your con-
clusions below or on another sheet of paper.

“In an information society,
education is no mere ame-

nity; it is the prime tool for

growing people and profits.”
—John Naisbitt and Patricia Aburdene,

Re-inventing the Corporation (1985)

Module 5,

Lesson A T
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Workers’ productivity increases when they acquire additional train-
ing or education. Their employers may also benefit by making
greater profits. The screen poses these final questions:

Who benefits more from Josh’s additional training, he or his
firm? How?

Share your ideas with your classmates, and then write an answer be-
low or on another sheet of paper.

PUT IT TOGETHER

As workers improve their skills and knowledge, they become more
productive. Because of this, you might think that by hiring more and
more productive workers a firm could keep increasing its output. But
that’s not how it goes. In any business, the output rises by smaller and
smaller margins as more workers are added. This is called the law of
diminishing marginal physical product. Look at it this way:

In a certain office, three secretaries can produce 27 docu-
ments per day. If a fourth secretary were hired, would 36 doc-
uments be produced? If 40 secretaries were working, would
360 documents be produced? The table below shows output
in the office as new workers are added.

Number of Secretaries Number of Documents Produced

0 0
1 8
2 17
3 27
4 36
5 42
6 48
7 53

With no secretaries, no documents are produced, even though
computers, paper, and other materials are available. With one
secretary, eight documents are produced. With two secretar-
ies, the number of documents rises to 17. This means the sec-
ond secretary added nine documents to the output.

Module 5, Lesson A

They may respond:

Sandy took business management classes
and now owns two salons. David and Lisa
are married and expecting a child; she
has had to cut back on her work hours
because of her pregnancy. Josh finished
school, has received job promotions, and
has benefited from increased salary.

The supply of and demand for each work-
er's particular skills will affect his or her
wage. The costs of training may be com-
pensated by a higher wage.

Swipe the following barcode for a final
question {which also appears in the Stu-

dent Guide):

Who benefits more from Josh’s addi-
tional training, he or his firm? How?

T

Ask students to discuss these questions and
to write down their conclusions. Review
how both the company and the worker
benefit from investment in human capital.
The worker improves his skills and knowl-
edge and becomes more valuable; the
company becomes more productive and
earns higher profits. Students may have
different opinions about the degree of
benefit to the firm or the individual. Ac-
cept any answers they can justify.

Side 11 Menu

Quit Instructions

IR M

CLOSING

The section entitled Put It Together intro-
duces students to the law of diminishing
marginal physical product. Help them un-
derstand the concept that additional
workers do not necessarily lead to more
output. If time permits, you may wish to
introduce the following activity.




The Shoe Factory

Use masking tape to outline a two-foot
square on the floor. This square represents
the shoe factory. Explain that this factory
needs workers, paper, and markers. Ask
for a volunteer to stand inside the square.
Give the student a stack of paper and two
markers. While standing in the square, the
student must use a marker to trace the out-
line of his or her foot on as many sheets
of paper as possible within 15 seconds.
Keep a record of productivity on the

chalkboard.

Add another worker to the shoe factory,
but do not change the amount of paper
and the number of markers. Both students
must keep both of their feet within the
boundary of the factory. Again allow 15
seconds, and record their productivity.
Then add another worker and record.
Keep adding workers until the students no
longer fit inside the factory.

At the end of this activity, ask if students
can explain the law of diminishing mar-
ginal physical product in their own words.
Answers will vary, but students should
show that they understand that adding
workers fo fixed inputs—i.e., plant and
equipment—will result in less additional
output per worker.

Have students read Put It Together as far
as the question. Ask them to complete the
table. (Note: Your Teacher’s Guide con-
tains correct answers for the five lines that
students must complete.)

Next, have students answer the question.
If you chose to present the shoe factory
activity, encourage students to refer to it in
their responses. They should respond
along these lines: Additional secretaries
add less and less to total product (dimin-
ishing marginal physical product] because
each additional input has less and less of
the fixed inputs with which to work.

SUMMARY

Ask students to read Net Gain. Review
the four content statements, and ask stu-
dents to identify examples from their own
experience.

Economics at Work

How many documents did the third secretary add? How about the
fourth? Use the lines below or another sheet of paper to complete
the next table.

Secretary Marginal Physical Product
1 8 documents
2 9 documents
3 10
4 9
5 6
6 6
7 5

* Why do you think additional secretaries add less and less to total

output?

NET GAIN

Twis lesson should help you make decisions about how you can in-

crease your productivity as a student and as a worker. Recall the
choices faced by Josh and his friends, and try to remember these
points:

1. Training and education increase a worker’s productivity.
When Josh finished his courses in technical school, he knew
more about computers and became a more skilled worker. The

products you buy are better, stronger, and less expensive because

of the productivity of the workers who produced them.

2. Choosing to invest in human capital involves economic risks

and opportunity costs. Josh had no guarantee that he would earn

more when he finished school. His employer had no guarantee

that Josh’s increased productivity would bring the company more

business and higher profits. Both Josh and his employer had to

give up other alternatives when they chose to invest in Josh’s hu-
man capital. As a consumer, you benefit from the risks taken by
workers and businesses. Those risks often result in more efficient
services for you and other customers.

Module 5, Lesson A _mm



Both Josh and his employer had to give up other alternatives when they chose to invest in Josh s human capital.

3.

Economics at Work
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Increased productivity means greater output and increased
profits. Sandy’s skill as an advertising executive brought new
clients to her company and increased its profits. As businesses
realize higher profits, they are able to develop new products and
better services. You find a bigger selection of goods in stores be-
cause businesses choose to reinvest their profits.

The forces of supply and demand determine the price of la-
bor—wages. Josh hoped that when he finished technical school
he would have skills that other workers might not have. That
would help him in two ways—the demand for his skills would be
high, and the supply would be low relative to demand. He ex-
pected his salary to increase as a result. As workers observe that
certain jobs are earning high wages, they may choose to enter
those job markets. When that happens, the supply of labor will
increase and the wage will decrease. That’s good for you as a
consumer because you won’t have to pay as much for the services
of those workers.

_mar Module 5, Lesson A




EXTENSION

Invite students fo read Building on Success
and fo form teams. Allow teams to choose
any two activities they wish to complete.
Encourage students to be creative in the
questions they ask during interviews and
to do thorough research about each topic.
Remind them to create neat but simple
posters that contain pertinent information
and that do not look cluttered. Review the
characteristics of good visual aids by
brainstorming with the class. Encourage
students to be imaginative and to re-
hearse their oral presentations.

" OpportuniTy COST

.. of attending a four-year college

S

of attending a fwo-year com-

munity college

[

of attending @ technical school

I

of entering the work force

S

Economics at Work

BUILDING ON SUCCESS

P INTERVIEW several workers who have been at their jobs for at least
10 years. Ask them about the training they received and how it re-
lates to what they are doing today. Find out if they have had addi-
tional training or education during their years on the job. Compile

your notes in a report about careers, and present your findings to
the class.

» Survey local businesses to find out which ones invest in their em-
ployees” human capital by reimbursing some or all of the cost of
attending technical school. Talk to personnel managers at compa-
nies offering tuition-reimbursement plans, and find out what per-
centage of each one’s budget is allocated for additional education
for workers. Construct graphs that display your findings, and ex-
plain the graphs to your classmates.

» Calculate your own opportunity cost for each of several options
upon graduating from high school. You might consider such alter-
natives as attending a residential university, enrolling in a two-
year community college, going to technical school, or entering
the work force. Your cost might be the foregone opportunity for
earning or the loss of interest on savings (if you have to use the
money from your bank account). Ask your teacher to check your
work, and then share it with the rest of the class by displaying it
on a poster.

» Trace the history of labor unions in the United States by drawing
a time line. Talk to some union members you know, and ask them
to list the advantages and disadvantages of belonging to a union.
Then talk to some nonunion workers, and ask them the same
question. Display the time line and your findings on a chart, and
share it with your classmates.

If You Think...

“If you think education is expensive, try ignorance.”
—Derek Bok, American educator

“Not to know is bad; not to wish to know is worse.”

—Nigerian proverb

“Education is not a problem. Education is an

opportunity.”’
—Lyndon B. Johnson, 36th president of the United States

Module 5, Lesson A _mar
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QUALITY CONTROL
ON Your OwN

Suow that you have mastered the concepts in this lesson by answer-
ing the following questions. Use the space provided or another
sheet of paper for your responses.

1. In 1995 Kevin Garnett, a high school senior and basketball star,
decided to enter the NBA draft right out of high school. List the
costs and benefits of his options.

Costs of continuing his education

Benefits of continuing his education

Costs of joining the NBA

Benefits of joining the NBA

What do you think Kevin should have chosen to do? Why?

_mm Module 5, Lesson A

ASSESSMENT

Two types of questions are provided for
you to evaluate students’ comprehension
and mastery of the material presented in
this lesson.

ON Your OwN

The questions that appear in the Student
Guide under the heading On Your Own
are intended to be used as a homework
assignment; however, you may wish o
have students complete some or all of them
in class.

Answers:

1. Costs of continuing his education: tui-
tion, fees, frave/, room and board,
foregone earnings

Benefits of continuing his education:
learning, chance to play basketball
and to excel among his peers, oppor-
tunities to meet different people

Costs of joining the NBA: foregone
education, having to compete against
much more mature players, possibility
of sitting on the bench

Benefits of joining the NBA: possible
multimillion-dollar salary, opportunity
to play with pro stars, challenge of
learning from the pros, possible prod-
uct endorsements

Students’ responses to the last question
will vary.




‘Wage

$13.50

Number of Candy Makers during Calendar Year

The surgeon general’s report will de-
crease the demand, and wage will fall.

The Confectionery Institute graduates
will increase the supply, and wage will
fall again.

3. It will take more than four years for
Emily to repay her parents. (She owes
them $11,856 for two years of tuition
at $5,928 a year. If her starting salary
is $18,000 and she receives 10%
wage increases every six months, she
will be earning $38,584 after four
years.) In the first year she will earn

3.

M

(Equilibrium

Economics at Work

. The equilibrium wage for candy makers is $13.50 per hour. Draw

supply-and-demand curves on a graph to demonstrate the equilib-
rium wage. If the United States surgeon general were to launch a
campaign against eating too much candy, what would happen to
the demand for candy makers? Draw the new demand curve.
What would happen to the equilibrium wage? (Show the equilib-
rium wage with a broken line.)

If, several months later, 200 new candy makers finish their train-
ing at the Confectionery Institute, what would happen to the sup-
ply of candy makers? Draw the new supply curve. What would
happen to the equilibrium wage? (Again, show the equilibrium
wage with a broken line.)

Workers and Jobs

Wage

§13.50
Wage)

Number of Candy Makers during Calendar Year

Emily finished two years at a technical institute whose tuition
was $5,928 per year. Her parents had lent her the money for tu-
ition, but they expect to be paid back. Fortunately, they are not
charging interest. After graduation, Emily interviewed for a job
in the printing industry. She accepted a post with a large firm at
a starting salary of $18,000 per year. She was told that her work
would be reviewed every six months, and if she did well, she
could earn a 10% pay increase after each review. If she stays
with this company, gets consistently good reviews, and pays her
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parents 10% of her earnings at the end of each year, how long
will it take her to repay them?

4. A hammer company can produce 37,032 handcrafted hammers
per month. If the plant employs 220 workers and if each works
an average of 168 hours per month, what is the productivity of
one worker per hour? You should round your answer to the near-
est tenth.

After the workers receive additional training, the company re-
cords the production of 55,448 hammers in a month. What is the
productivity of one worker per hour after training? Round to the
nearest tenth.

What effect did the extra training have on the productivity of the
workers? How might this affect the firm?

_maw Module 5, Lesson A

$18,900 and will pay her parents
$1,890; in the second year she will
earn $22,869 and will pay $2,287;
third year, $27,672 and $2,767;
fourth year, $33,483 and $3,348;
fifth year, $40,514 and $1,564.

. The productivity is 1.0 hammer per

worker per hour (37,032 hammers di-
vided by 220 workers equals 168.327
hammers per worker per month; each
worker works 168 hours per month;

168.327 hammers divided by 168 hours
equals 1.0019 hammers per hour).

After the training, productivity in-
creased to 1.5 hammers per worker
per hour (55,448 hammers divided by
220 workers equals 252.036 ham-
mers per worker per month; each
worker works 168 hours per month;
252.036 hammers divided by 168
hours equals 1.5002 hammers per
hour.

The extra training increased the pro-
ductivity of the workers by 50 percent.
The firm may have enjoyed higher
profits because of the increased pro-
ductivity, or it may have lowered prices.




AsSesSMENT-TRACK QUESTIONS

Besides appearing in the Student Guide,
the questions under the heading In Class
are contained on a special assessment
track of the videodisc for this module. Us-
ing the appropriate disc side, you can ac-
cess each question by swiping its barcode.
Each question is presented as a voice-over
to part of a video program that students
previously watched. The video will pro-
vide students with valuable cues, enabling
them to generalize previously learned ma-
terial fo new situations.

Assessment Question 1

1. Additional education and training al-
low workers to be more productive. The
greater the productivity of workers, the
more valuable they are fo the firm that
hires them—or to other firms that are
willing fo pay for their special skills.
Higher productivity usually results in
higher earnings. Economists say that
the investment in education and train-
ing produces human capital, making
an analogy fo the physical-capital in-
vestments that a business makes in
buildings and equipment. Human capi-
tal is developed by formal schooling,
learning, and on-the-job training.

Assessment Question 2

LT

2. Spending a year in a training program
may increase productivity and skills
and lead to higher future income, but it
also involves an opportunity cost. This
includes not only tuition, books, and
other expenses but also the foregone
income from the job given up. Educa-
tion is an investment in oneself. And
though the decision to give up work in-
come and invest in human capital may
have an opportunity cost today, the cost
of not acquiring additional skills can
be even more costly, especially in the
long run if a person is stuck in a “go
nowhere” job. The worker must con-
sider the costs and expected benefits.

Economics at Work

IN CLaAss

These questions should be answered while you watch a special sec-
tion of the videodisc that your teacher will play for you. Write your
answers on the lines provided or on a separate sheet of paper.

1. Josh wants to earn higher wages in order to provide more for his
family. He 1s considering going back to night school. How would
the additional training and education allow him to achieve his
goal?

2. Why was Josh reluctant at first to invest in human capital—
himself?
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3. Wages are prices. What determines the level of wages paid to

workers?

4. Are wages the only consideration when choosing a career? What

else might you consider?

Module 5,

Lesson A

Assessment Question 3

JTERTN

2

3. Like all prices, wages are determined

in markets by supply and demand.
Here the relevant market is a labor
market; the supply curve represents the
supply of labor provided by individu-
als, and the demand curve represents
the demand for labor by firms. If sup-
ply is relatively low and demand is rel-
atively high, the price (wage) will be
relatively high. Workers with special-
ized skills, training, or valuable talents
(i.e., high human capital) are relatively
scarce; therefore, their supply is rela-
tively low. The high productivity of these
workers also puts them in high demand
by firms. This combination of a rela-
tively low supply and high demand re-
sults in relatively high wages. The
opposite (low wages) would be true for
workers with relatively low skills, low
human capital, and low productivity.

Assessment Question 4

(VMR

2

. Genera//y, everyone WOUICI prefer a

higher salary fo a lower salary. But
there are job characteristics beyond
salary that are important. Some jobs
require a higher infensity of work,
whereas others are more relaxed.
Teachers have long summer vacations;
most other jobs do not. Offshore oil
workers are required to stay on drilling
platforms for weeks at a time, but most
accountants get to go home fo their
families every evening. Besides the sal-
ary, jobs offer different levels of fringe
benefits, such as health insurance and
vacation time. People offen care about
challenging work, pleasant work sur-
roundings, fringe benefits, etc. Higher
wages or fringe benefits are offen re-
quired to compensate for otherwise
unatractive work aftributes.
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Poreyr’s friend Wimpy likes to say, “I will gladly pay you Tuesday
for a hamburger today.” That’s a good deal—at least for Wimpy!
Would you be willing to accept payment a few days later, or a year
later? Would you be willing to give Wimpy a discount if he paid for
his hamburger today? Is money that you receive today the same as
money that you will receive in the future? Picture yourself in the
following situations.

» Your boss offers you a bonus plan with two options. Under the
first option, you would receive an extra $100 every month for the
next six months. Under the second option, you would receive a
lump sum of $550 at the end of this month. Which would you
choose?

» You want a new CD stereo system. South Central has one you
like, and it has a price tag of $1,500. South Central is also offer-
ing a one-year free-financing deal. If you pay cash, however, the
store will give you a $100 discount on the price. You have $1,500
in savings on which you earn 3% interest. What would you do?

» You are planning to attend ACE Technical School for three years.
Recently the school sent you a letter explaining a Fixed Tuition
Plan (FTP). The letter states that the current tuition of $3,000 is
certain to rise every year. If you were to participate in the FTP,
however, you wouldn’t be affected by price increases. You'd pay
$9,000 the first year and nothing after that. But you’d have to
borrow the $9,000! The interest rate on your loan would be 5%.
What would you do?

» You work at a dental laboratory. The lab gives a 10% discount to
dentists who pay their accounts within 15 days. Why does the lab
do this?

These are difficult questions. It would help to have more informa-
tion, wouldn’t it? Believe it or not, economics can help you make
decisions about future payments and future receipts of money.

Module 5, Lesson B

THERE’S NO TIME
LIKE THE PRESENT

'ECON BRIEFING

1 cLAss PERIOD

Materials

To complete the activities in this lesson,
students will need writing paper or a note-
book or journal. Calculators are optional.

INTRODUCTION

This lesson introduces students to the con-
cepts of present value and future value. It
is important to understand these values
when making financial decisions about
spending and saving that involve amounts
of money to be paid or received in the fu-
ture. Students also learn how the concept
of discounting is important to businesses
in making investment decisions.

Goals

Students will be able to demonstrate their
understanding of future and present value.
They will be able to explain what these
values are, how to calculate them, and
why they are useful in personal and in
business financial decision making.




OBJECTIVES

Upon completing this lesson, students will
be able to:

* define and calculate future value
e define and calculate present value
¢ explain how an annuity works

* explain how businesses use discount-
ing fo make investment decisions

LessoN DEscripTiON

This lesson focuses on two case studies in-
volving the time value of money. Case in
Point: Easy Street presents the concepts of
future vc1|ue, present vc1|ue, and discount-
ing. Students will recognize that a dollar
today is not the same thing as a dollar in
the future. Case in Point: Gamliche Heat-
ing and Cooling investigates how busi-
nesses use the discounting procedure to
calculate the present value of a revenue
stream and to compare it fo the cost of
equipment in-order to make a careful in-
vestment decision.

Evita and Carla worked hard to make sure that every guest served by the hotel was served well.
Their rewards for such effort were bonus checks for $500. Now they need to make sure their extra
income serves them well. Should they spend their bonuses now or later?

Economics at Work

WHAT You'LL LEARN IN THIS LESSON

 Present value is the value today of a payment to be paid or re-
cetved in the future.

« Discounting is a procedure used to convert a sum of money to be
received in the future into its present value. The interest rate used
for this conversion is the discount rate.

» The higher the interest rate (or discount rate), the more a given
sum of money is discounted and the lower its present value is.

» An annuity is a certain sum of money that is received every year
for a specified number of years.

PavBack

This lesson will help you understand why it’s better to have money
today rather than in the future. In other words, you will recognize
that you have a time preference for money. This doesn’t mean you
prefer to have money all the time. It means you would prefer to have
a certain amount of money paid today rather than paid in the future.
You will also learn how a few calculations enable you to compare a
payment that you are expected to receive in the future with a present
value.

Why do you need to know this? Because you’ll make personal deci-
sions about paying now or paying later whenever you buy a car or

~
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some other expensive item. And you’ll probably make decisions
about receiving money now, as opposed to receiving it in the fu-
ture. This knowledge is valuable in your personal decision making.
It is also important because businesses make decisions about future
payments and future receipts. By knowing how to use these prin-
ciples, you will be better prepared to make these decisions when
you begin working in your chosen career.

feconcepts

annuity— a certain sum of money to be received every year
for a specified number of years

discounting— the process of converting a sum of money
that is to be received in the future into the value it has today

future value— the value in the future of an amount of money
today

interest rate— the price paid for the use of someone else’s
money or the price you receive for lending your money

present value— the value today of an amount of money to
be received in the future

POWER UP

ImaGINE that you have graduated from high school, completed a
two-year certificate program and an apprenticeship in your field,
and landed the job you’ve always wanted. Go a step further: Imag-
ine that you’ve been working at this great job for two years and
have saved up $5,000.

Finally you can afford the down payment on a sports car. In school
you used to dream of owning one, and now you can’t wait to buy it.
After all, you’re 23 years old, and you’re tired of driving the wreck
you bought after high school.

Here you are, on the couch, after a visit to the car dealer. Driving
that sports car was unbelievable! You looked great behind the
wheel—especially with those sunglasses. It was neat driving with
the top down—the wind, the clouds, the new car smell.... That car
was just meant for you.

Your father’s voice breaks into this perfect daydream. He’s telling
you, “Don’t buy that car! Not now. Be sensible. It’s not practical.

Module 5, Lesson B
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Prepare a poster listing the Econcepts, or
write these key terms on the chalkboard.

PREVIEW

Ask students to read Econ Briefing, includ-
ing What You'll Learn in This Lesson and
Payback (pages 31-33). Discuss the cen-
tral topics, and clarify any points that stu-
dents do not understand. Brainstorm
questions that come up. You may wish to
write students’ questions on the chalkboard
and fo display them throughout the lesson.
Encourage students to keep notes as they
develop ideas about the topics they raise.

Introduce the Econcepts, and give contex-
tual examples of each. Encourage students
to refer to them whenever necessary
throughout the lesson.

Ask students to read Power Up. Conduct a
whole-class discussion on their responses
to the father’s advice about buying a sports
car.




Economics at Work

Blah, blah, blah. There are more important things. Blah, blah, blah.”
You don’t want to hear it. You put up your anti-blahblah screens, but
the words keep coming. Finally you sit up to deal with him—he
won'’t leave you alone till you do. Earnestly your father’s saying:

/ “Listen, don’t buy the car now. Keep
your money in the bank and let it
grow a couple more years. With
the added savings and the ex-
tra interest, you’ll have a lot
more money in a few
years. You’ll be able to
make a way-bigger down
payment. Not only that,
but in two years, your
insurance costs will be
lower. That extra money
could be applied to the
down payment. Wait-
ing is the smart thing
to do. Come on! It’s only two years. You can handle it!”

-

Chris Sharp

How would you reply to this argument? Write a response on the fol-
lowing lines or on a separate sheet of paper.

PRINT CORE TAKE A CLOSER LOOK

Ask students to read the introductory para- _ ) .
graph of Take a Closer Look. You must admit your dad made some valid points. What should you

do, buy the sports car while you're still young enough to enjoy it, or
keep saving so you can put more money down and make lower
monthly payments in the future? A little economics can help you
make careful decisions about problems like this. Right about now
you’re probably thinking, sure, but the stuff is probably so boring that
I won’t really want to know. Well, keep reading. This information
could be very valuable—not only now, but for the rest of your life!

CONCEPT PRESENTATION
Ask students to read Focus. You may wish

to have them brainstorm ideas about what FOCUS

they think the time value of money is. Decisions involving the time value of money are important and

challenging. Whenever you make decisions in which some of the
benefits and some of the costs will come in the future, you must
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consider the time value of money and must discount the value that
you will receive or pay in the future. Frequently people don’t know
how to compare money today with money to be received or paid in
the future. This is a problem for individuals when they borrow and
lend. But it is also a problem for businesses that want to invest in
plant or equipment, to give credit, or to use credit.

TAK THiIs OVEr CLARIFICATION AND DIscussioN

QUESTIONS

Have students read Talk This Over. En-
courage them to share their ideas on the
question in this section.

Have you ever dreamed of winning millions of dollars? If you were
that lucky, would you be better off taking the money all at once or
receiving it in annual payments over 10 or 20 years? Use the fol-
lowing lines or a separate piece of paper for your response, and then
share your thoughts with your classmates.

CASE IN PoINT: EASY STREET

Meet Sandy Sherman. She was lucky enough to . ‘- ,
win a state lottery, and she will be receiving annual ' 20 /) /
payments for the next 20 years.

Easy Street

Sandy recently won $4 million playing her state
lottery. She is ecstatic! Now she can buy all those
things she could only dream of owning before she
struck it rich. But when Sandy was in school, she
took a course in economics, and she knows that
she could have been even better off than she is.
How?

What does Sandy Sherman know, and how could it
help you? She knows that the value of money changes Chris Sharp
over time. If Sandy received the $4 million today and invested it at
today’s interest rate (for the sake of simplicity, assume the rate is

10%), how much would she have in the future? Case Stupy

Ask students to read Case in Point: Easy

To work out the answer to this question, start on a smaller scale. Street as far as Decision Time 1.

Suppose Sandy put $200 in her savings account today. If the bank
paid a 10% interest rate, how much would she have in one year?

e Module 5, Lesson B




+ . The Rule of 72
- Q) omETIMES people want to know
.’k how long it will take to double
“their money. To figure it out, you
- can use a simple rule called “The
~.Rule of 72.” Here’s how it works.

Divide 72 by the interest rate
(stated.as a whole number). The
quotient will tell you how many

. years it will take for your money to
double. For example, a 6% interest
rate will double your money in 12
years. A 12% interest rate will
double your money in six years!

MILESTONE 1

1.104 = (1.10)(1.10)(1.10)(1.10) =
1.4641

$4,000,000 x 1.4641 = $5,856,400

Students might respond:

If Wimpy won'’t pay interest, | would be
better off to put my money in the bank.
Then | would receive $1.10 a year from
now.

I would be better off to lend the money to
Wimpy. It would be better to get $1.10 on
Tuesday than to wait a year to get $1.10.

Economics at Work

To figure this, multiply $200 by 1.10. The number 1 represents
Sandy’s principal —the amount of money she deposited ($200). At
the end of the year, she has her principal plus the interest it earned.
If the bank pays simple interest on her account at the end of the
year, she would earn $20 in interest and would have a total of $220,
the future value.

$200x 1.10 = $220

Future value is the value in the future of an amount of money today.
It can be calculated for more than one year. For example, the future
value would be $242 in two years, or $200 x 1.10°. In three years the
future value would be $266.20, or $200 x 1.10°. In five years the fu-
ture value of $200 would be $322.10, or $200 x 1.10°. The general
formula for computing future value is:

dollar amount today x (1 + interest rate)” = future value
where n represents the number of years.

Decision Time 1

Now go back to Sandy’s case. If Sandy deposited $4 million today
at 10% annual interest and didn’t spend any of her principal or in-
terest, how much would she have in four years? Calculate your an-
swer 1n the following space or on a separate sheet of paper.

What about Wimpy? He didn’t say anything about paying you inter-
est! Instead of lending him money for a hamburger, you could put
your money in the bank and earn some interest. What would be the
better deal? Answer this question on the lines provided or on an-
other sheet of paper.

What if Wimpy agreed to pay you $1.10 next Tuesday? Would that
make you change your mind? Why?

Module 5, Lesson B _maar



Economics at Work

Decision Time 2

Think about Sandy again. You have already determined the amount
of money that she could have in four years if the state would pay her
the full amount of her winnings up front and if she put the money in
the bank and left it there. But the state won’t give her the entire $4
million today. Instead, Sandy will receive a payment every year for
the next 20 years.

The state purchases an annuity that will make the payments to
Sandy. An annuity is a contract that provides an income for a speci-
fied period of time. Each year Sandy will receive $200,000 from the

Milestone 2

Ask students to read Decision Time 2 and
fo answer the question about Sandy. (Note:
Sandy would pay income taxes on the en-
tire $4 million, if she received her winnings
in one lump sum. She would also have to
pay taxes on the inferest or dividends she
receives on her investments in the future.
Of course, in receiving the money over 20
years, she must pay taxes on the annuity
amounts. Because this becomes very com-
plicated, the lesson ignores tax effects.)

annuity. After 20 years, she will have her $4 million.

She does receive the $4 million, but that’s not the issue. The ques-

tion is: What are Sandy’s future payments
worth today? In other words, what is the
present value of the future payments?

Present value is the current value of a pay-
ment to be received in the future. How do you
calculate present value? If the future value of
$200 at 10 percent interest in one year is
$220, then the present value of $220 in one
year with an interest rate of 10 percent is
$200, or $220 + 1.10 = $200.

If Sandy wanted to have $1,000 in one year,
how much money would she have to save to-
day? Assume that the annual interest rate on
a one-year certificate of deposit 1s 10%. Cal-
culate your answer in the space below or on a
separate sheet of paper.

You’ve just computed the present value of
$1,000 in one year with an interest rate of 10
percent; however, the present value of $1,000
in two years, three years, or more would be
different. Sandy would have to wait even
longer for her $1,000.

At this point, it is logical to conclude that the
present value would drop for longer periods

of time. To test that hypothesis, you must do some more calcula-

Answer: $1,000 + 1.10 = §909.09

Have students continue reoding as far as
Decision Time 3.

Comparing Fixed and Variable Annume

INSURANCE companies offer two kinds of annuities. A flxed :
nuity provides a monthly income that remains the same from
one year to the next. A variable annuity provides a monthly in-
come that changes over time, depending on the performance of =
the stocks or bonds in which the annuity funds are invested.

When a person nears retirement, she may use a large lump sum
from her retirement savings to purchase an annuity so that she

will have a regular monthly income for the rest of her life.

The table below compares what the monthly income would have:
been for a fixed and a variable annuity that was purchased in: : -
October 1978 at a cost of $140,000. For income to rise in a vari
able annuity, the value of the stocks and bonds has to excéed‘a
minimum level of growth. In the following table, the mm1mum
levels of growth are 3.5% and 5%.

5% Variable

Year Fixed 3.5% Variable

1978 $1,226 $1,000 $1,124
1980 1,226 1,091 1,205
1982 1,226 1,279 1,372
1984 1,226 1,816 1,893
1986 1,226 2,340 2,370
1988 1,226 2,674 2,631
1990 1,226 3,602 3,444
1992 1,226 4,282 3,977
1994 1,226 4,440 4,007

It looks as though a variable annuity is the better choice. But re-
member, hindsight is 20-20. If the stock market had performed
poorly, the monthly payout for the variable annuities could have
fallen below that of the fixed-rate annuity.

—Table data from Aetna Life Insurance and Annuity Company
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tions. The general formula for calculating the value today of money
to be received in the future is:

dollar amount to be received in the future + (1 + interest rate)” =
present value

where n represents the number of years.

For example, $1,000 received in three years would have a present
value of $751.31 at an interest rate of 10 percent, or $1,000 + 1.10°
=§751.31.

$1,000 + 1.331 =$751.31

What’s happening here? By dividing the amount of money you will
receive in the future by (1 + interest rate)”, you are discounting the
value of that future return. It simply isn’t worth as much today. Dis-
counting is the procedure for converting a sum of money to be re-
ceived in the future into its present value. The interest rate used for.
this conversion is also called the discount rate.

|
¥‘ 00 Iooo . Dialing in for Yen

THE odds of winning a pile of money in a lottery are incred-
ibly long, but even that small chance inspires many people
to try. In fact, so many listeners called during a phone-in lottery
on a Japanese radio station that they set a world record.

The record for most responses to a radio show occurred on June
21-27, 1993, when FM Osaka 85.1 in Osaka, Japan, received
8,091,309 calls from listeners hoping to win the lottery.

The prize was 100,000 yen (around $1,073), and a chance to
win it was offered during a 20-minute period every hour, for 10
hours each day. The greatest number of calls received in one day
of phone-ins was 1,540,793 on June 23, 1993. ‘
~—Adapted from The Guinness Book of Records (1995)

Milestone 3

Have students read Decision Time 3. An-
swer any questions they have about the
concept of present value for a stream of
income. Make sure they understand the
calculations for each example.

Decision Time 3

But what about Sandy’s winnings? She doesn’t receive $4 million all
at once at the end of 20 years. She receives $200,000 per year. What
1s an annual income of $200,000 over 20 years worth today?

This calculation is only slightly more difficult. You must determine
the present value of the $200,000 for each year and then add the
present values. To make your work easier, a table is provided on the
next page. This table shows the present value of $1,000 for different
time periods and interest rates.
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Present Value of $1,000 per Period

Interest (Discount) Rate

Period (n) 3% 5% 10% 15%
1 970.87 952.38 909.09 869.57 =
2 942.60 907.03 826.45 756.14 “Small change ’”“k
3 915.14 863.84 75132 657.52 large sums.” :
4 888.49 822.70 683.01 571.75 A;?:E:Tpﬁﬂtﬂnim)
5 862.61 783.53 620.92 497.18 cosmefics manufacture
6 837.48 746.22 564.47 432.33
7 813.09 710.68 513.16 375.94
8 789.41 676.84 466.51 326.90
9 766.42 644.61 424.10 284.26
10 744.09 613.91 385.54 247.19
11 722.42 584.68 350.49 214.94
12 701.38 556.84 318.63 186.91
13 680.95 530.32 289.66 162.53
14 661.12 505.07 263.33 141.33
15 641.86 481.02 239.39 122.89
16 623.17 458.11 217.63 106.87
17 605.02 436.30 197.85 92.93
18 587.39 415.52 179.86 80.81
19 570.29 395.73 163.51 70.27
20 553.68 376.89 148.64 61.10

Take a few minutes to familiarize yourself with the table and to un-
derstand what the numbers demonstrate. Here’s an example to help
you get started:

The present value of $1,000 under the 15% heading in the first pe-
riod (one year) is $869.57. The present value of $1,000 under the
15% heading in the 16th period is $106.87. The present value keeps

declining the longer someone must wait to receive the $1,000. When

it comes to money, people have a time preference for today rather
than sometime in the future. A dollar in the future is discounted by

the person who must wait to receive it. The present value is less than

the future value.

If a bond paid $1,000 in three years when it matures and offered a
5% interest rate, what is the bond’s present value? To answer this
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question, find the number under the 5% interest heading in the row
for the third period. The answer is $863.84.

If you wanted $2,000 in the bank in two years and your passbook
savings account paid 3% interest, how much would you need to de-
posit today? To calculate the amount, you must find

«ceived in the future.

Present value is the value today
of a payment to be paid or re-

the number under the 3% heading in the row for the
second period and multiply that number by two. You
multiply by two because the number in the table is
the present value for each $1,000.

Look at one more example. This is a case where two

Ensure that students understand that they
must add the values in the 5% column and
multiply the sum by 200.

The sum of the present values in the 5%
column is $12,.462.22; $12,462.22 x
200 = $2,492,444. The present value of
$200,000 a year for 20 years is
$2,492,444.

(Note: On a financial calculator, the pres-
ent value of the income stream will be
computed as $2,492,442.10. The differ-
ence occurs because of rounding.)

The sum of the present values in the 10%
column is $8,513.56; $8,513.56 x 200 =
$1,702,712 = present valve.

(Note: On a financial calculator, the pres-
ent value of the income stream will be
computed as $1,702,712.70. The differ-

ence occurs because OF rounding.)

individuals want to know the present value of a
stream of income. Suppose the Smiths are planning
for retirement. They want to purchase an annuity that will provide
them with $1,000 a year for five years. Assume the interest rate is
10%. How much will they need today to buy this annuity? In other
words, what is the present value of this annuity.

To answer this question, you must find the present value for each of
the five years and add them together. The answer is $909.09 +
$826.45 + §751.32 + $683.01 + $620.92 = $3,790.79.

Back to Sandy again. Use the present-value table to calculate the
present value of her lottery winnings. Remember, she doesn’t receive
it all now, but she doesn’t have to wait 20 years to get her first pay-
ment. She will receive $200,000 every year for the next 20 years.
Assume the interest rate is 5%. Do your calculations in the space
provided or on a separate sheet of paper.

Now assume that the interest rate is 10%. What is the present value
of her future stream of income?
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What if Sandy received her winnings over a 10-year period instead
of a 20-year period? Assume an interest rate of 10%. Calculate the
present) value.

Think about what you have learned from your calculations, and ex-
plain why Sandy would prefer to receive the $4 million immediately
rather than spread out over a period of time. Write your answer on
the lines provided or on a separate sheet of paper.

Talk This Over

You have learned that there is no time like the present when it comes
to money! People prefer receiving money today instead of tomorrow.
If they must wait for the money, they want to be paid to wait—they
want to be rewarded with interest income.

When people win a big monetary prize, they do not receive the
money right away. They are paid their winnings over a period of
years (with no interest added to the prize). On the lines below or on
another piece of paper, use your knowledge about present value,
and explain why the state would prefer to spread out the payments
to lottery winners.

Module 5, Lesson B

The sum of the first 10 numbers in the
10% column is $6,144.57; Sandy will be
paid over 10 years instead of 20, and
her annual payments will be $400,000
($6,144.57 x 400). The present value of
her payment stream is $2,457,828.

(Note: Make sure students recognize that
this present value is higher than the previ-
ous example, which also had a 10% inter-
est rate, because it is for a shorter time
period. Sandy doesn’t have to wait so
long; therefore, future payments aren't
discounted as much.)

Students may respond: If Sandy received
the $4 million immediately, it would be
worth a lot more than the present value of
$4 million paid over a long period of time.

Milestone 4
Ask students to read Talk This Over and

to respond fo the question.

Students may respond: The state will have
to pay only the present value of the $4 mil-
lion to purchase the annuity. At 5% inter-
est, the annuity will cost about $1.7 million.
The state saves a great deal of money this
way.
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Case Stupy CAsEe IN PoiNT: GamuicHE HEATING AND COOLING
Have students read Case in Point: Gam- . _

liche Heating and Cooling as far as Deci- Read the following story about four brothers who run their own
sion Time 1. heating and cooling business.

Chris Sharp

Gamliche Heating and Cooling

Jeff Gamliche and his three brothers took over their father’s
heating and cooling business when he retired. They’ve con-
tinued to operate the business successfully for more than 15
years. They are located in the northeastern part of the city,
but they serve the entire metropolitan area. They have 30
service employees, one secretary, and one bookkeeper.

The brothers want to purchase $35,000 worth of new equip-
ment for their repair vans. They think this investment will pay
off in increased productivity. In other words, their service
employees will be able to complete many more jobs in a day.
They have calculated that this increased productivity will pro-
vide an additional $15,000 revenue in each of the next three
years. They figure that the equipment will be outdated after
that time and will have to be replaced.
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Decision Time 1

Imagine that the Gamliche brothers have hired you to be their con-
sultant. They don’t know if the expected revenue is enough to make
the investment worthwhile. They want you to analyze the situation
and make a recommendation about their plan.

Assume the interest rate is 10%. Use the space below or another
sheet of paper for any calculations you need for your analysis. You
may use the present-value table on page 39.

Write a brief recommendation to the Gamliche brothers about
whether you recommend the investment. Use the following lines or
a separate piece of paper.

Decision Time 2

If the interest rate rose to 15%, would you change your recommenda-
tion to the Gamliche brothers? Use the space below or another piece
of paper for any calculations that will help you do your analysis.

If your recommendation changed, explain why on the lines below or
on another sheet of paper.

_ma Module 5, Lesson B

Milestone 1

Ask students to read the section. Then
have them calculate the present value and
write a recommendation.

To calculate the present value of the
$15,000-per-year income stream, add the
first three amounts in the 10% column and
multiply by 15. The sum is $2,486.86;
$2,486.86 x 15 = $37,302.90.

Students may respond: It would be a wise
investment fo purchase the equipment.
You would spend $35,000 today for the
equipment. The present value of the
$45,000 income stream ($15,000 a year
for three years) is $37,302.90, which is
greater than the $35,000 investment.

Milestone 2

Have students read the opening para-
graph, which contains a new problem.
Encourage them to calculate the present
value and to write their recommendations.

The sum of the first three numbers in the
15% column is $2,283.23; $2,283.23 x
15 = $34,248.45, the present value.

Students may respond: Do not buy the
equipment; it is not a good investment.
The equipment will cost $35,000 today.
The present value of the future $45,000
income is only $34,248.45. The cost ex-
ceeds the present value of the expected
return.




Milestone 3
Ask students to read Talk This Over and

to answer the questions.

Economics at Work

Talk This Over

Businesses frequently must make decisions similar to the one the
Gamliche brothers faced. When businesses invest in plant and equip-
ment, they pay the costs today, but the revenues from the use of the
plant and equipment come in the future. Present-value calculations
are necessary for businesses to make careful investment decisions.

Another way to analyze this kind of business decision is to compare
the rate of return on the investment with the interest rate that a firm
would pay if it borrowed the money. For example, a $5,000 piece of
equipment that lasts only one year but generates enough income to
cover its cost and provide a profit of $500 has a 10% rate of return
($500 + $5,000 = 0.10). If the business

present value is.

borrowed at a 5% interest rate, the 10%

The h igher the interest rate (or dis- rate of return would make the investment
count rate), the more a given sum of
money is discounted and the lower its different present value would have to be

a good idea. (Of course, if the $500 profit
were returned over a period of years, a

calculated for the return.)

But don’t worry about how the rate of re-

Students might respond: The business
would be better off putting the money in
the bank and receiving the higher yield,
other things being equal. If the business
had to pay a higher interest rate fo bor-
row the money than the rate of return on
the investment, the business would be
worse off. Costs of the investment would
exceed the benefits. (Note: These questions
and answers simplify the investment deci-
sion. There are many other factors—for
example, risk and inflation—that affect a
business’s decisions about its discount rate.
As a result, a business’s discount rate may
exceed the interest rate.)

turn is calculated. Just use this rule of
thumb: Other things being equal, invest if the rate of return on the
equipment is greater than the interest rate, but do not invest if the
rate of return on the equipment is lower than the interest rate.

A comparison of the rate of return on an investment with the interest
rate 1s a method that businesses use to help them make investment
decisions.

Now think about this: A business has a choice of purchasing a piece
of equipment that will yield a 3% rate of return. The business could
put the same amount of money in the bank and earn 6% interest.
What should the firm do? What if it had to borrow the money? An-
swer these questions on the following lines or on a separate sheet of

paper.

Module 5, Lesson B _mr



Economics at Work

PUT IT TOGETHER

Tue Econ Briefing at the beginning of this lesson in-
cluded four questions about the future or present
value of money. Use what you have learned in
this lesson to answer those questions. Write
your answers on the lines provided or on an-
other sheet of paper.

» Your boss offers you a bonus plan
with two options. Under the first
option, you would receive an extra
$100 every month for the next six
months. Under the second option,
you would receive a lump sum of
$550 at the end of this month.
Which would you choose?

» You want a new CD stereo system. South Central has one you

like, and it has a price tag of $1,500. South Central is also offer-

ing a one-year free-financing deal. If you pay cash, however, the

store will give you a $100 discount on the price. You have $1,500
in savings on which you earn 3% interest. What would you do?

» You are planning to attend ACE Technical School for three years.

Recently the school sent you a letter explaining a Fixed Tuition
Plan (FTP). The letter states that the current tuition of $3,000 is
certain to rise every year. If you were to participate in the FTP,
however, you wouldn’t be affected by price increases. You'd pay
$9,000 the first year and nothing after that. But you'd have to
borrow the $9,000! The interest rate on your loan would be 5%.
What would you do?

_mrr Module 5, Lesson B
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CLOSING

Questions that first appeared in Econ
Briefing reappear in this section. Encour-
age students to answer them and to pro-
vide explanations.

Suitable responses:

[ must compare the opftions on the same
present-value basis. The present value of
the $100-a-month option cannot be de-
termined unless | know the interest (dis-
count] rate. Then I can use the discounting
process fo compute the present value of
that option and compare it to the $550
lump-sum option.

If I take 31,400 out of my savings, I give
up the 3% interest | would have earned.
If the amount of the interest is less than
the $100 I save by paying cash, | should
pay cash. If not, | should use the free
financing.

If tuition is expected to rise by more than
5% each year, then | would borrow the
money and buy the FTP. If tuition is not ex-
pected fo rise by more than 5%, | would
be better off if | paid tuition during the
regular school years.




The lab management offers discounts fo
customers who pay within 15 days be-
cause it recognizes that money received
today is more valuable than money re-
ceived in the future. If the managers cal-
culated the present valve of the future
payments, they must have compared them
to the money received within 15 days and
realized they would be better off with
ear/y, discounted payments,

SUMMARY

Have students read Net Gain. Ask them
to provide examples of each of the major
points made in the lesson. Correct any
misunderstandings they may have.

Economics at Work

» You work at a dental laboratory. The lab gives a 10% discount to
dentists who pay their accounts within 15 days. Why does the lab

do this?

When Business Pays the Price

a $10,000 order from a national home-shopping service in November'1993,
its founder, Thomas Re, threw a party. The order represented 20% of the
firm’s $50,000 in orders for 1993.

But by the end of February, Earthly Elements was no longer rejoicing. Ful-
filling the order cost 25% more than expected, and then the payment was
30 days overdue. Faced with a worsening cash crunch, Mr. Re delayed pay-
ing his own bills and began to lay off employees.

borrowing against his house, wasn’t willing to borrow more. In March
1994 he closed shop. By the time the customer paid in April, “it was way
too late to revive the company.”

EARTHLY Elements, Inc., didn’t anticipate how much an overdue paymént ‘ "
could hurt. When the maker of dried floral gifts and accessories landed ;- :

Mr. Re, who started the Randolph, New Jersey, business in March 1993]by i

—Adapted from Michael Selz, “Big Customers’ Late Bills Choke Small Suppliérs,”
Wall Street Jounal (June 22, 1994); adapted by permission of Wall Street Journal,
©1994 Dow Jones & Company, Inc.; all rights reserved worldwide

NET GAIN

WiTH your knowledge about present and future value, you should
become a more careful and informed consumer and saver. If you
become the owner or manager of a business, you will be better able
to analyze investment decisions. You now have a lot of knowledge
that most people don’t have. Congratulations!

Here are the major points made in this lesson:

1.
2.

People have a time preference for money.

Future value is the value in the future of an amount of money
today.

Present value is the value today of a payment to be paid or re-
ceived in the future.

Module 5, Lesson B _



Economics at Work

4. Discounting is the procedure for converting a sum of money to
be received in the future into its present value. The interest rate
used for this conversion is the discount rate.

5. The higher the interest rate, or discount rate, the more a given sum
of money is discounted and the lower its present value is.

6. An annuity is a certain sum of money received each year for a
specified number of years.

7. Businesses make decisions about investment by comparing the
present value of the expected revenue stream with the price of
the investment. They also compare the rate of return with the in-
terest rate.

BUILDING ON SUCCESS

ExteEnD what you have learned in this lesson to the real world around
you—the world of personal finance and business.

P Invite a financial planner to class to explain how analyses of
present and future value are used in planning for a financially
sound future.

» In past lessons you learned that investing in your human capital
may be a wise investment. People with more skills and knowledge
tend to earn more money. Research how much you are likely to
earn annually 1n a career that interests you. Then find out how
much it will cost to obtain the education and/or training you will
need to get that job. Assuming that the interest rate is 5%, calcu-
late the present value of a 20-year stream of income. The present-
value table on page 39 will help you with your calculations.
Compare the present value to the cost of the education/training.
From a financial point of view, do you think you should make
the personal investment in your human capital?

Write an informal essay in which you present the results of your
research, your calculations, and your personal conclusions.

» Interview a business owner or manager to find out how invest-
ment decisions are made in his or her business. Does the person
compare the present value of the revenue stream with the cost of
an investment? Does he or she compare the expected rate of re-
turn with the interest rate? If not, what does this person do?

Prepare an oral report on your interview, and share it with your
classmates.
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EXTENSION

The activities in this section are designed
to be completed outside the classroom.
You may wish either fo assign the activities
or to invite students to choose which ones
they would like to complete.

You may wish to have students share their
work on the last two activities.




ASSESSMENT

Assessment questions are provided for
you to evaluate students’ comprehension
and mastery of the material presented in
this lesson. You may wish fo assign the
questions as homework or fo use them as
a formal in-class assessment tool.

Answers:

1. (a)

2. (d)

3. (b)

4. (c]

Economics at Work

QUALITY CONTROL

DEeMONSTRATE your understanding of the concepts presented in this
lesson by answering the following multiple-choice questions or by
completing the statements. For each item, circle the answer that you
think is correct, or use a separate sheet of paper.

1. If the interest rate is 2%, what is the present value of $1,000 to
be received in one year?

a. $980.39
b. $998.00
c. $1,000
d. $1,002

2. If the interest rate is 5%, what is the future value of $500 in two
years?

a. $453.51
b. $500
c. $550
d. $551.25

3. An annuity is:

a. the sum of money received as a lump sum at some future
time

b. a certain sum of money received each year for a specified pe-
riod of time

¢. an investment that is more valuable in the future than today

d. the future value of the present value of a business investment

4. If the interest rate 1s 10%, how much must you save now in order
to receive $3,000 in three years?

a. about $750
b. about $2,100
c. about $2,250
d. about $3,900
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5. Bill and Ted are thinking about investing in an espresso coffee 5. (d)
machine. They believe that the machine will generate additional
revenue of $1,000 each year for the next three years. The machine
costs $2,800 and will last three years. Their discount rate is 5%.
Should they invest in the machine?

a.

Bill and Ted should invest in the machine because the machine
costs $2,800 and the revenue will be $3,000.

Bill and Ted should invest in the machine because the machine
costs $2,800 and the future value of $1,000 a year is $3,450.

Bill and Ted should invest in the machine because the interest
rate is greater than the discount rate.

Bill and Ted should not invest in the machine because the pres-
ent value of revenues is lower than the price of the machine.

6. You would lend Wimpy $1 for a hamburger if: 6. (d)

a.
b.
C.
d.

the future value is less than the present value
the present value is greater than the future value
the interest rate is greater than 10%

he paid a return to you that is greater than the interest rate

e Module 5, Lesson B
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Sioe 11

ECON BRIEFING

L ook around. Who’s sitting next to you, behind you, and way in
the back of the room? About 25 years from now, you’ll probably
meet some of these people at a school reunion, and the conversation
may start with, “So, what are you doing now?”” What will you say?

In the movie Back to the Future, a seemingly minor change in the
past drastically altered the future. George McFly, a real geek, was
transformed into a totally cool dad after his son Marty traveled back
in time and got involved in George’s past. But you don’t need a
Delorean time machine to save you from a dismal future. You can
change your future right now. As a matter of fact, everything you do
determines your future. You will use all the knowledge that you
have gained over the years and apply it to your career. And, as in the
movie, the future is never carved in stone. You can continue to re-
shape your future by going back to school for training and educa-
tion that will keep your skills up-to-date.

Years ago, typical advice given to a high school graduate was to get
a job with IBM, Sears, AT&T, or some other large corporation.
Counselors assured students that if they landed a job with one of
these firms, they could work there until retirement and then relax and
collect their pensions. Well, you can’t count on that advice anymore.
Today it’s estimated that the average worker

2 CLASS PERIODS

Materials

This lesson uses the videodisc (or video-
tape) program Back to Your Future. To
complete the activities, students may use
the following items: recent editions of the
Occupational Outlook Handbook, pro-
gram and course catalogs published by
trade schools and community colleges in
your area, job application forms from a
local business, newspaper employment
ads, and the salary schedule from your
school district.

INTRODUCTION

In this lesson students examine how invest-
ment in human capital enhances produc-
tivity and job mobility. They examine the
effect of such investment in providing
workers with more options in the job mar-
ket, and they learn that the level of educa-
tion and training allows greater movement
within and among occupations.

will change jobs six or seven times throughout
his or her career.

The work force of the future must be ready for
lots of changes. The signs are already here.
Companies seek to maximize profits by “right-
sizing”—reducing the labor force to cut costs.
The end of the Cold War has reduced the threat
of conflict among the superpowers, and this

“Change is happening faster than
we can keep tabs on and threatens
to shake the foundations of the
most secure American business.”

—U.S. Congress Office of Technology

has reduced the demand for workers who pro-
duce military equipment. As new technologies have been developed,
workers have found themselves with obsolete skills. These trends are
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Goats likely to continue. What are you doing to prepare for the future?
Students will be able to demonstrate their When you see your high school friends 25 years from now, what
understanding that investment in human will you have to report? -

capital makes them more valuable in the
workplace. They will recognize that the
value of workers is measured in terms of

7
productivity and that, as workers’ value in- WHAT YOU LL LEARN IN THIS LESSON

creases, their options in the labor market » Workers, businesses, and governments invest in education, train-

increase, Students will also be able fo show ing, and health care, partly to increase their productivity and in
they understand how economic events af- & » partly p vity
comes. "

fect the labor market and how wages are
determined in the labor market through .

’ . Although investment in capital resources and in an i
the interaction of supply and demand. & ! P sa hum capital

can increase productivity, such investments have significant op- —
portunity costs and economic risks.

OsJECTIVES h b ol
Upon complefing this lesson, students will * Workers change jobs for voluntary and involuntary reasons.
be able to: * Workers invest in human capital to enhance job mobility—the —
* explain the incentives to invest in hu- ability to advance in their careers.
man capital -

* explain the economic risks that in- -

vestment in human capital involves PAYBACK

* explain why people change jobs ] ) )
 identify the factors that enhance job “The future’s so bright, I gotta wear shades,” Timbuk3 sang in the —

mobility hit song. And that’s true—there’s no reason to be pessimistic about ;
the future, as long as you’re ready
for it. You’ve been preparing for
your future ever since you were
born. You didn’t learn to read and
write with your future productivity
in mind, but your success will de-
pend on these skills—and many
others. Your productivity will de- -
pend on the human capital you de-
velop throughout your life. If your
education ends with high school,
you may end up with skills that will -
be obsolete in just a few years. -

The workplace is constantly chang-

ing, as businesses install new tech- —

nology, invest in capital resources,
and demand greater productivity

‘. from their employees. Your school-

L ‘ ing, your on-the-job training, and o~

Just because you graduate from cooking school doesn 't guarantee that you'll land your capacity to adapt to changing

a job as a chef. Investing in human capital can be risky, but it’s one of the best times will be factors in your mar-

ways to reach your potential. . o
’ Jourp ketability as a worker. The human :

capital you are developing now—in economics and your other
courses—1is your key to future success and personal satisfaction. -
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frconcepts

capital resources—manufactured goods, such as buildings,
tools, and machinery, that are produced for the purpose of
making other goods

human capital—the stock of knowledge and ability that
people possess

investment in capital resources—expenditures by busi-
nesses on new capital goods (plant, building, and equipment
purchases) and by households on new homes

investment in human capital—expenditures of time, effort,
and money to improve the stock of knowledge and ability
that people possess

marginal physical product—the additional output produced
when one additional unit of a resource is employed

marginal revenue product—the change in the total revenue
of the firm when it employs one additional unit of a resource

opportunity cost—the hfghest valued alternative that must
be given up because another option is chosen

POWER UP

SoMmE people seem to know, while they’re little kids, exactly what
they want to be when they grow up. For most people, though, it takes
a lot of time and careful thought to decide on a career track. Most of
all, it takes some awareness of the different opportunities out there.
For example, you’re probably familiar with the duties involved in
police work, fire protection, and teaching. You’ve been around teach-
ers most of your life, and law-enforcement officers and firefighters
are familiar figures. But what do you know about a career in herpe-
tology, systems analysis, technical writing, or economics? Not much
maybe, but the important thing is to keep an open mind. Be open to
new possibilities.

It’s possible that you haven’t even heard of the job you’ll be doing
someday. It’s important to grab every opportunity to learn. You know
that math you think you’ll never need? Don’t be so sure. You could
miss out on a great career as a lab technician, carpenter, or draftsman
simply because you slept through math class.
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LessoN DESCRIPTION

This lesson focuses both on the benefits of
investing in human capital and on the costs
and risks associated with such investment.
Workers who increase their skills have
more options in choosing occupations and
greater opportunities for advancement.
Their greater productivity has a direct ef-
fect on their wages. On the other hand,
every investment in human capital carries
a cost. The video program features Hector
and Evelyn, who have jobs repairing tele-
phone lines. Evelyn recently completed an
extensive training course and received a
promotion. Hector finds the possibility of
moving up in the company appealing, but
he isn’t sure he can accept the opportunity
costs and the risks: The training would
force him to make a temporary move to
ariother state, and he would have to give
up the second income he receives from an
evening job. He is also aware of the fact
that going through the training doesn’t
guarantee a promotion—there is c|wc1ys a
risk associated with investment decisions.

Key TerMs

Prepare a poster listing the Econcepts, or
write these key terms on the chalkboard.

PREVIEW

Ask students to read Econ Briefing (pages
51-52) and to name companies in their
area that have recently reduced their work
forces. Have students discuss possible rea-
sons for the cutbacks.

Ask students to read What You'll Learn in
This Lesson and Payback (page 52). Dis-
cuss the main topics, and brainstorm any
questions that students may have. You may
wish to write their questions on a chart or
chalkboard and to display the questions
throughout the lesson. Encourage students
to keep notes as they deve|op ideas about
the topics of their questions.

Introduce the Econcepts, and give contex-
tual examples of each. Ask students to re-
fer to them as needed during the lesson.




Ask students to read Power Up beginning
on page 53 and fo complete the activity
in this section.

Is It Right for You?

GET to know all you can about

occupations you are constder-
ing. It is extremely important to re-
search the entry requirements and
other characteristics so that you will
know what to expect out of the job.
Above all, remember that it is im-

_ portant to make a career choice that

. is good for you. The demand for
skilled workers will remain strong.
Will you be ready?

—Theresa Cosca, “High Earning
Workers Who Don’t Have a

- Bachelor’s Degree,” Occupational
Outlook Quarterly (Winter 1994-95)

Students may respond: Interview people
holding this position; talk to a guidance
counselor; discuss the occupation with an
instructor in that field.

Economics at Work

Every now and then you see an article predicting which jobs will be
in demand in the future. Such projections usually include salaries.
This can be both dangerous and enlightening. Many students choose
what to study in technical school or college on the basis of the sala-
ries they expect to receive in certain jobs. Hey, a $75,000 salary
sounds pretty good—but you have to enjoy what you do too.

If you base your career choice simply on a salary projection but find
the work unsatisfying, you will be bitterly disappointed. On the other
hand, if you pursue a career that’s interesting to you, then you will
look forward to going to work every day, and furthering your educa-
tion in that field will be more enjoyable.

Look through this year’s Occupational Outlook Handbook for your
“dream job.” In particular, look at the sections entitled “Expected
Earnings,” “Training Required,” and “Market Expectations.” Then
complete the following activity on the lines provided or a separate
sheet of paper.

» List three careers that you have been considering.

« What is the outlook for these occupations in the following three
categories?

Job 1 Job 2 Job 3
Expected Earnings

Training Required

Market Expectations

 List three occupations that you don’t know much about.

« How can you learn more about these jobs?
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diploma and state certification. Kindergarten teachers need
.a bachelor’s degree and certification.

Salary range: $16,600 to $32,200

Related hot jobs: Bilingual education, special education
teachers

" MEDICAL ASSISTANT

- Training: On-the-job training is common. To become a
.certified medical assistant, students must pass a national
exam.

Salary range: $15,500-$30,000

Related hot jobs: Dental assistant, licensed practical
nurse, physical therapist

Hot Jobs for the Future
. EARLY EpUCATION TEACHERS CoOMPUTER-
Training: Preschool teachers need at least a high school ASSISTED
REPORTER

TecHNICAL TRAINER
. “Training: Requirements
. are job-specific. College
" degrees are often not re-
' -quired, but five to 15
v ars of experience as a
technician are expected.

u"ulSalary range: $37,200
to $70,000

" Related hot jobs: Diver-

 isity manager, team

trainer

Training: Report-
ing experience and
familiarity with
computers, data-
bases, and spread-
sheet programs are
required.

Salary range: $21,000 to $60,000

Related hot jobs: Informational-graphics designer

CORRECTIONAL OFFICER

Training: High school diploma and state-prov1ded tr
are required. e

Salary range: $16,000 to $51,000

Related hot jobs: Police officer, systems analys

MERCHANDISE PLANNER/DISTRIBUTOR

Training: Most work their way up from the assistant
level. Retail chains often require candidates to complete
rigorous in-house training programs. -

Salary range: $21,500 to $75,000

Related hot jobs: Preferred-customer representative, travel
sales, home health-care sales ,

—Adapted from “20 Hot Job Trucks,”
U.S. News & World Report (October 31, 1994)

* List three occupations ranked “good to very good” under “Mar-

ket Expectations” in which you might be interested.

* How can you prepare yourself for the one that interests you most?

Students may respond: Attend fraining
classes; sharpen basic skills associated

with the job; read books and articles re-
lated to the occupation.
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VIDEO CORE TAKE A CLOSER LOOK

Have students read the five paragraphs ) ) .. ,
that open Take a Closer Look. As they How much do you and your friends earn in your part-time jobs? It’s

read, clarify any points they do not un- typical for youths to get only the minimum wage. For that kind of

dersfﬂrjd about using supply-and-demand  money, you’re probably not willing to work more than 20 hours a

S‘G”;(z:'sgr‘i’:g%m:h;: tf:e;:;’rlf: Fi(:- week—after all, you need some time to do other things with your

labor life. But what if you were offered $10 an hour? You might want to
work every hour that you’re not in school or in bed. And suppose
you were offered a job that pays $30 an hour-—how many hours
would you be willing to work then? You might decide to give up day
school, work all day, and take some classes at night.

Labor Supply

At each increase in wage, you would be willing to
give up a little more of your leisure time, because
each increase in the wage rate increases your

opportunity cost—the time you could spend
doing other things, such as playing tennis,
watching TV, or cruising with your friends.
Labor is a resource, and in the market for
' labor, you are the supplier. The price of
fiter technology rﬂres your labor is the wage rate that you receive.
Bt The quantity is the number of hours that
‘ el ' you’re willing to supply. The higher the
Team-based systems W price, the larger the quantity of labor hours

luence and job satisfaction. . you are willing to supply.

BUILDING: Employees, like
sses, must be continually
: invented.”

Labor Demand

You and all the other hardworking people in
the labor market sell labor to businesses. And
businesses hire labor. Businesses know how to
calculate just how much labor they will hire. They
start by determining how much additional product each
worker produces. For instance, a single worker may produce 10
widgets, but when a second worker is added, the total output may
go to 25 widgets, which means hiring the additional worker resulted
in the production of 15 additional widgets. This can happen when
the physical capacity of the plant—the number of workstations, the
size of machines—is large enough to support the increase in work-
ers. The additional output produced by each worker is that person’s
marginal physical product (MPP).

The firm multiplies the MPP by the market price of the output. This
gives the company the marginal revenue product (MRP), which in-
dicates how much additional revenue each worker generates for the
firm. As long as the MRP is greater than or equal to the wage paid
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for the job, the worker will be hired or will stay employed. If the
price of the product goes up, then MRP goes up, and more workers
will be hired. If the price of the product goes down, then MRP goes
down, and the firm will stop hiring and may even start laying oft
workers.

Economists say the demand for labor is a derived demand. This
means the number of workers demanded is based on (derived from)
the market price of the product that the workers produce and on the
workers’ marginal physical product.

WHAT You’LL SEE ON THE SCREEN

In “Back to Your Future” you will meet Hector and Evelyn, two
workers who are thinking hard about their futures. Evelyn chose to
attend training classes, and the training helped put her in line for a
promotion. Now Hector is getting his opportunity to train. But it’s
not always easy to decide whether to accept additional training—
there are always opportunity costs. Take a look at what happened to
Bob.

On the Job with Bob

During a recent tour of a transformer factory, a group of stu-
dents stopped at a station where Bob was hard at work punch-
ing a computer keyboard. The tour guide introduced Bob as
a 20-year employee and asked him to explain to the students
what he was doing.

“My job is to cut slots in the exterior panels of the transform-
er, according to the customer’s specifications,” he explained.
“If the work order isn’t clear, I just key in the order number,
and the specifications pop up. Sometimes the measurements
of the slots aren’t clear on the work order. When that hap-
pens, I display a drawing of the panel, indicate the area I need
measured, and the computer spits out the

INTRODUCTION TO THE VIDEO

Have students read What You'll See on
the Screen. The documentary segment of
the video explains how investment in capi-
tal resources as well as in human capital
can increase productivity.

answer.”

This was relatively new technology to

“I hated every minute of the train-

the factory. Bob said that before the ing, but I said, ‘Don’t quit. Suﬂer .
computer was introduced, he had to call > ep
the office for the specifications when now and.hve, f’he rest 0f your hfe as -
they weren’t clear. It sometimes took a Champlon.

over an hour to get the kind of informa-
tion he could now get in seconds. Bob

—Mvuhammad Ali, American professional boxer

and world heavyweight champion

admitted he had been scared of this new
method at first, but he took some train-
ing classes. “Now I can’t imagine doing things the old way,”
he said.

_maw Module 5, Lesson C




“Sure, it was hard work getting
that extra education, but it was an
investment in human capital. My
productivity's gone up, I have
marketable skills; and now my in-
vestment is paying off.”

Vipeo-BAseD AcmiviTies, PART 1
Have students read the introductory para-
graphs of Talk This Over. Then start the
videodisc (Side 11), and swipe this bar-
code to play:
Back to Your Future
(introductory segment]

O

Economics at Work

Bob faced an opportunity cost in his training decision. He had to
spend time away from his station, and then he had to catch up on
the orders when he returned. His company also had an opportunity
cost in introducing the computer: When a new capital resource
comes on line, there’s almost always a period of time when produc-
tivity declines while the employees learn the new method.

In the opening segment of the video, you will see how the develop-
ment of capital, especially human capital, is an investment in a
worker’s future, as well as society’s. Then in the Economic Puzzle
Challenge sequence, you’ll see why the decision to invest in human
capital isn’t always easy to make.

TAak THis OVEr

The concert tickets will go on sale at 10 o’clock this morning. You
got your line ticket two weeks ago, and now you’re at the music

store an hour early for the line lottery. The clerk calls for attention
and shouts, “The first place in line goes to line ticket number 46.”

Bingo! That’s you! Waving your arms, you run to the front of the
line and wait for the clock to tick off the final minutes. Then at 10
the clerk starts entering ticket orders. “Oh no,” she whines, “the
computer is down.” By the time the store is back on-line, all the
good seats are gone. You won’t trust that store for tickets anymore.

Module 5, Lesson C _ e
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People used to camp out all night to get a shot at
the supply of tickets the store had behind the
counter. But today the ticket-selling process is all
done by computer. If the store is using an old un-
reliable computer, it won’t get the business.

To remain competitive, companies must mvest in
the latest technology and capital. Similarly, work-
ers must invest in their human capital if they want
to be competitive. Workers must keep up with
changes in the workplace by constantly updating
their skills.

When the video pauses, two questions appear on

| he? Difference"

v ) ‘ahd ‘investment”.can be v
The problem is that in finance—a subJect '
closely linked with economics—these terms have
meanings than they have in economics.

To a financier, “capital” means money, and “investment” re-
fers to a financial instrument, such as a stock or bond. Stocks
and bonds are really only another type of money. Eachis a.

medium of exchange, but they are less “11qu1d” than cash ‘
which means they can’t be spent as easily. -/

To an economist, “capital” refers to such thmgs as the ma-
chinery, equipment, and tools that are used to.create goodS‘
and services. “Investment” occurs when companies choose

the screen. Answer them on the lines below or on

to employ capital to increase their product1v1ty

a separate sheet of paper. Then discuss your ideas
with your classmates.

Why do individuals invest in themselves?

Why does a society invest in its citizens?

For More...

Any society that wants to have a growing economy must invest in
developing the human capital of its citizens. Different societies pro-
vide this investment in different ways. For instance, some countries
offer their citizens a government-provided education all the way
through college. In the United States, the federal, state, and local
governments use tax revenues to subsidize the education of students
from kindergarten through high school, and they continue to offer
varying degrees of support through college. As a result, tuition at
state universities is generally lower than it is at private institutions.
The federal government spends approximately $250 billion per year
on education. In addition, student loans and grants are available to
students pursuing higher education.

Does the U.S. government invest too much in education? Too little?
What would you have the government do differently? Discuss these
questions with your classmates.

Module 5, Lesson C

The video will pause on a screen with the
following questions (which also appear in

the Student Guide).

Why do individuals invest in
themselves?

Why does a society invest in its
citizens?

Encourage students to answer the ques-
tions in writing and then to discuss their
ideas.

They may respond:

People invest in themselves fo increase
their productivity, to be competitive in

the labor market, and to increase job

opportunities.

Investment in human capital increases
productivity, which leads to an increase in
the standard of living. Investment in citi-
zens will increase people’s financial inde-
pendence and reduce the need for welfare
programs.

Further Discussion

Ask students to read For More... on this
page. Encourage discussion based on the.
questions at the end of the section.




Vipeo-sasep AcTivities, PART 2

Have students read the introductory para-

graph of the second Talk This Over sec-
tion. Then swipe this barcode to play:

Back to Your Future
{introductory segment, continued)

LTI

The video will pause on a screen with the
following question (which also appears in

the Student Guide).

Why is education considered an
investment?

Encourage students to respond in writing
and then to discuss their answers. Pos-
sible responses: Education provides con-
tinuous benefits, one of which is income.
It increases the value of workers by in-
creasing their productivity. In a larger
sense, education increases productivity,
bringing about economic growth.

Further Discussion

Ask students to read For More... on this
page. Distribute program and course
catalogs published by trade schools and
community colleges in your area. Have
students gather information on entering
certain occupations. Alternatively, assign
students to call a local trade school or
community college, obtain the catalogs,
choose an occupation, and write a brief
description of the course work involved in
preparing for that occupation.

VIDEO-BASED ACTIVITIES,

CONTINUED
Ask students to read the paragraph that

introduces the third Talk This Over section.

Then swipe the next barcode for these
questions {which also appear in the Stu-

dent Guide):

What kinds of investments in human
capital have you made recently?

What have you given up to make
them?

Vw0

Economics at Work

TAlk THIS OVER

How can you be sure you’ll always be able to get a job? One way
would be to acquire many different skills: You could become a vet-
erinarian, a carpenter, a plumber, a newspaper reporter, and an air-
plane mechanic. You would surely be able to find a position in one
of these fields. But it would take a lot of time and money to master
all these trades. So how can you enhance your ability to advance in
your career or to accept different positions? In other words, how can
you enhance your job mobility? The trick is to learn all you can in
the career you choose. Be sure to stay on top of all the latest infor-
mation and technology in your field.

The screen poses another question:

Why is education considered an investment?

Write your answer on the following lines or another piece of paper.
Then discuss this issue with your classmates.

For More...

You now understand that to enhance your job mobility, you have to
engage in lifelong learning. So how do you get started? How do you
acquire the skills that will get you through the company door to a
good job?

Here’s one way: Call a technical school or community college, and
ask for a program and course catalog. The program will tell you what
types of career training are offered, and the course catalog will list all
courses that the institution teaches; it will also provide a breakdown
of the skills you will acquire as you move through the program.

TALK THis OvVER

In this lesson you have been giving some thought to how you will
invest in your human capital in the future. But what have you done
about it lately? You’ve been building your human capital for a long
time. The video challenges you with two more questions. Answer
them on the lines provided on page 62 or on a separate piece of pa-
per, and then discuss your responses with your classmates.

What kinds of investments in human capital have you made
recently?

What have you given up to make them?

Module 5, Lesson C
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5. What will

Selecting a Vocational-Technical School

MORE and more people are considering a technical edu-

cation as an alternative to college. There are many
vocational and trade schools that are very good, but some
are not. The bad schools are more interested in money than
in their students.

If you’re considering technical training, here are some
questions to ask:

‘1. How much will it cost? What are the costs of tuition,
books, supplies, and application fees? Some 18-month
programs at private vocational schools cost more than
attending some colleges.

2. How long will it take to complete the program? Will
you have to wait several months until the courses you
need are offered? What if you need remedial work—
will it cost extra?

3. Does the school have a good reputation? Is it accred-
ited (approved) by an association of technical schools?
The absence of accreditation should send up a red flag.
You may want to call the local Better Business Bureau
to ask if any complaints against the school have been
filed.

‘4. Can I transfer my course credits to another school or
college? If you have another school or college in mind,
call to verify exactly which credits are transferable.

- this pre-

- _gram do -
for me? ~ )
Don’t be f

deceived by

impressive- [
sounding

titles. A
“climate
control
technician”
may simply

be someone SANITATION ENGINEER

who repairs

furnaces.

6. Will I need an additional license or outside certifica-
tion? If you need to pass an exam to qualify for a job,
how successful have the school’s graduates been in

10.

11.

12,

passing the exam? Can you return for remedial t(rfair;-,w‘«ﬁx :
ing at no cost if you fail the exam? S

. What is the overall job placement rate? Can the

school provide data showing the number of students
who started courses at the school, the number who
graduated, the number who were placed in jobs by
the school? Does school staff help with job interview-
ing skills and résumé writing? You might even call re-
cent graduates to ask if they were satisfied with their
training.

. What kind of entry-level salary can I expect to

earn? Many schools will quote a range of $8 to $9 an
hour. Don’t be fooled. In 1994, average starting sala-
ries were about $5 to $6 an hour, and most companies
want you to have some type of experience.

. Who will be teaching? What are the instructors’ edu-

cation and experience? How long have they been teach- -
ing at the school? What is the student-teacher ratio? .

What equip-
ment will I
be trained
on? Be sure
to see the
equipment. If
the typewrit-
ers are
manual, you
should be
suspicious.
Also ask
about the ra- ]
tio of stu- WORD PROCESSOR
dents to
equipment.

What is the refund policy? Most schools offer a
cooling-off period (usually three days) in which a stu-
dent can reconsider and get a full refund. If it is of-
fered, get it in writing.

What about loans and financial aid? Be sure the
school explains the difference between a loan and a
grant. If the school indicates you can make money for
yourself by getting financial aid, walk away!

—Adapted from Bob Jenkins, “Take Care in Selecting a
Voc-Tech,” The Word on Business {St. Louis, January 1994
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Have students respond in writing. Encour-

age whole-class discussion. They may re-
spond: Attending school, studying, and
doing homework are ways of investing in
human capital. The opportunity costs for

this investment include giving up some lei-

sure time or some income from an affer-
school job.

Further Discussion

Ask students to read For More... on this
page and fo answer the questions in writ-
ing. Encourage them to share their ideas.

Economic Puzzie CHALLENGE,
Parr 1

Before swiping the barcode to continue,
ask students to read the four paragraphs
that introduce Economic Puzzle Chal-
lenge, Part 1. Then swipe this barcode to
play:

Economic Puzzle Challenge, Part 1

LTI

Video-based Questions

The video will pause on a screen with the

following question {which also appears in
the Student Guide).

What can Hector expect fo gain by
getting additional training?

Assist students in analyzing each of the
possible responses. Then swipe barcodes
for the options you wish fo view.

A. The new job

RN

Analysis: No. Training and education do
not guarantee a job. Many workers may
have the same level of training and edu-
cation. The ability to find a job is a func-
tion of market conditions, the worker’s
level of ability, level of experience, and
investment in human capital. This option
is incorrect.

Economics at Work

For More...

When you answered the preceding questions, did you include any
steps you have taken to improve your health and physical fitness?
Caring for your health is an important investment in your human

capital. Answer the following questions, then share your thoughts
with the class.

« What are you doing to take care of your health and fitness?

« What could you do differently to improve your health now and in
the future?

EconoMmic Puzzie CHALLENGE, PART 1

An article in the July 3, 1995, issue of 7ime magazine related the
story of William Robinson, a man working 80 hours a week for a
total income of less than $20,000 a year. Robinson laments, “If
could do it all again, I would go to college, become a doctor. Just at
the time, I didn’t feel like going.”

Of all career choices, medical school probably requires the greatest
commitment of time and money. For this choice, the opportunity
cost is tremendous. What Mr. Robinson may be saying is that he
didn’t feel like entering into eight years of intense studying. To do
so would have meant giving up other educational opportunities, the
income from other employment, and a great deal of leisure time. He
was faced with many alternatives among careers. He weighed his
alternatives based on the things that were important to him at the
time and then made his choice, giving up his next-best alternative.

Mr. Robinson made his choice based on his opportunity cost. At the
time, he did not consider the advantages of becoming a doctor to be
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worth the opportunity cost. Most
career decisions are less costly, but
each requires careful thought.

In the first part of the Puzzle Chal-
lenge you will see another person—-
Hector—facing an important career
choice. Hector knows he must con-
sider his opportunity cost in his in-
vestment decision.

Decision Time

The following question appears on
the screen.

What can Hector expect to gain
by getting additional training?

. 4 S LT Ly ;
Use the lines below or a separate

P . The pay s better; the working conditions are better; and the hours are better. No
sheet of pap§r to mark your choice wonder Evelyn likes being a technician.
and to explain your answer. Then

watch the video to see the result of your decision.

L1 A. The new job B. Greater lifefime earnings

VA

Analysis: Yes. Statistics indicate a direct
relationship between educational attain-
ment and lifetime earnings. This option is
correct. {This option will play directly into -
Economic Puzzle Challenge, Part 2.)

[J B. Greater lifetime earnings

C. Easier work at higher wages

R

Analysis: No. Skilled work may be less
physical, but it is not generally considered
“easier.” In general, wage rates reflect

(1 C. Easier work at higher wages job conditions. Jobs that require skilled
labor or that involve greater levels of re-
sponsibility are compensated more highly.
This option is incorrect.

Further Discussion

Ask students to read For More... begin-

ning on this page. Emphasize the future
For More... stream of benefits that can be acquired

How long do you expect to work? You will graduate from high school ~ through education.
when you’re about 18 years old, and you’ll retire somewhere around
the age of 65 or 70. You’ll work approximately SO years—that’s 600
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" Everyone’s a Consultant

: IN a work-to-70 culture, those who hope to stay

-~ L ahead are going to have to readjust their men-

;f},t}yal «career clocks. Workers instinctively think of
their 30s and 40s as a time to build their ca-
reers.... Then, often, they slip into cruise mode

for the rest of their careers.

~ What is the No. 1 rule for employment longevity
in the 21st century? Now that companies think

“task” instead of “job,” everyone is a consultant
©.and must think like one. Who will be chosen for
. these tasks? Persons who have up-to-date skills,

- are willing to move laterally, and have broadened

" their skills with training.
—Adapted from “Stop Working? Not Boomers,”
U.S. News & World Report (June 12, 1995)

Economic Puzzie CHALLENGE,
PArT 2

Option B of Economic Puzzle Challenge,

Part 1 played through the introduction to

Part 2. If you wish to review the introduc-
tory part of the video, swipe the following
barcode.

Economic Puzzle Challenge, Part 2

LRI

] eors

T ine

-y LT ik . ik 3 pocl ot - .
PR oMo " N .

“But don't get too excited. I didn't get the job yet, you know.... Taking the training
doesn 't guarantee anything.”

Module 5,
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months! Why convert the years into months? Because sta-~
tistically your monthly income after attending a vocational
school or completing a college program will be nearly
double the monthly income you would receive if you didn’t
finish high school. In other words, your lifetime earnings
may double for a three- to four-year investment in further
education. It’s almost like winning the lottery!

Here’s more to think about. There is a 20 percent likelihood
that you will earn below the poverty level if you don’t get
your high school diploma. Compare this with the two per-
cent chance that a college graduate will live in poverty.

Whether you go on to college, continue your education in
technical school, or go to work after you graduate from

high school, each level of education that you achieve will
give you more financial stability. :

EcoNnomic Puzzie CHALLENGE, PART 2

Decision Time

Young adults entering the work force are often impatient. In the
same article featuring William Robinson, 7ime magazine reported

ol )
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on Bev Schroeder, a counselor at the Indianapolis branch of Train-
ing, Inc. She meets with people who hope to sharpen their work
skills.

“When I do presentations,” she says, “I’m struck by the number of
people who ask, ‘How much will I make in the end?’ I talk about
process. They say, ‘I can’t take $7.50 an hour. I need at least $30,000
a year.” I say, “What do you have now?’”

It’s important to realize that, for most people, it takes a lot of hard
work to acquire the good things in life. You can’t count on winning
the lottery. People who are successful in their work are those who
have accepted the risks and opportunity costs associated with in-
vesting in their human capital. They recognize that education and
training are part of a process that requires patience and diligence.

And every investment involves some risk. It’s possible that you
won’t get your dream job. It’s possible that you won’t earn a six-fig-
ure salary. But if you take the risk of investing in your human capi-
tal, you are likely to do better in your career than if you refuse to
make the investment.

The video challenges you with this question:
What about the risks associated with Hector’s decision to in-

vest in human capital?

Use the following lines or a separate sheet of paper to mark your
choice and to explain your answer. Then watch the video to see the
results.

(1 A.There aren’t any.

[ B. Workers experience the risks.

[1 C. Employers undertake the risk.

Module 5, Lesson C

Video-based Questions

The video will pause on a screen with the
following question (which also appears in
the Student Guide).

What about the risks associated
with Hector’s decision to invest in
human capital?

Ask students to read Decision Time, and
assist them in analyzing each of the pos-
sible responses. Then swipe barcodes for
the options you wish to view.

A. There aren’t any.

LT

Analysis: No. Every investment involves
risk. Some factors associated with the la-
bor market are beyond the control of the
worker. This option is incorrect.

B. Workers experience the risks.

UMM RRRA

Analysis: Yes. Choosing an occupation
and then investing in the human capital
required involves risk on the part of work-
ers. If many people are interested in the
same occupation, the supply of workers
will be great relative to the demand. This
option is correct.

C. Employers undertake the risk.

LT

Analysis: Yes. The demand for labor is a
derived demand, which means that the
demand for any input is dependent on the
demand for the product in which the input
is used. When the demand for a firm’s
product decreases, the firm may be forced
to reduce costs by reducing its labor force.
Thus, a firm that invested in employees’
human capital might lose its investment.
This could also happen if an employee
that the firm had trained decided to quit
his job and work for another company.
Because employers face some risks when
they invest in human capital, this option is
also correct. (This option will play directly
into Economic Puzzle Challenge, Part 3.)




Further Discussion

Encourage students to read For More...
on this page. You may wish to ask them

to discuss ways to increase their market-

ability in the labor force.

Risk Takers

“How can you hesitate?
Risk! Risk anything! Care
no more for the opinion of
others, for those voices. Do
the hardest thing on earth
Jfor you. Act for yourself.
Face the truth.”

—Katherine Mansfield, English
{New Zealand-born) writer

“People who don’t take
risks generally make about
two big mistakes a year.
People who do take risks
generally make about two
big mistakes a year.”

—Peter Drucker, American
management consultant

“A ship in port is safe, but
that is not what ships are

built for.”
—Benazir Bhutto,
prime minister of Pakistan

Economics at Work

For More...

Yes! You’ve finally graduated. Now you can go out and earn some
real money. As you apply for jobs, what can you say about yourself?

What will persuade an employer to give your application a second
look?

Many employers are willing to provide on-the-job training—but you
have to show that you’re trainable. They don’t want to risk the time
and money involved in training sessions unless they are reasonably
sure an employee will be successful. It sounds incredible, but there
are some high school graduates who can’t read or write well enough
to perform common, everyday tasks—they are “functionally illiter-
ate.” Employers encounter such people all the time.

Some firms require a job candidate to fill out the application in the
presence of an interviewer. They want to be sure that the applicant
doesn’t have someone else complete the form. Sometimes employ-
ers receive so many applications that they base their judgment on an
applicant’s handwriting, spelling, and grammar. If they can’t read the
application, or if the applicant can’t write a complete sentence, the
application gets tossed.

Given this situation, what can you do to edge out the competition?
Here are a few tips:

» Get Armed— Job applications are pretty much the same. Prepare
a sample application and a list of your skills and interests. Be sure
to have a list of personal and professional references, including
addresses and phone numbers. Place all of this information in a
file, and take it with you when you apply for a job.

» Get Informed— Research the business in which you are inter-
ested. If you are submitting a résumé¢, include in your cover letter
some special information to show that you already are familiar
with the company and its policies. For instance, if the company 1s
involved in employee empowerment or total quality management
(TQM), and if you hold similar philosophies, mention your dedi-
cation to these business practices.

» Get Affiliated— s there a trade or professional organization in
your chosen field? Get involved. These are valuable contacts.

» Get Experienced— No one starts at the top. Don’t refuse to do
menial tasks. To get a foot inside the door, be willing to serve as
an intern or take a temporary position. These can be stepping-
stones to a regular job.

» Get Prepared— Before you leave the house for your job inter-
view, ask your mom or dad or some other adult how you look.

Module 5, Lesson C _maw
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The acceptable styles among your friends may not be suitable for
a professional interview. Keep in mind that the person interview-
ing you is probably the same age as your parents. Carry your
résume in a folder or envelope. Have several people proofread it
to be sure it contains no spelling or grammatical errors.

EcoNomic Puzzie CHALLENGE, PART 3

Decision
Time

Hector is eager
to move into the
technician’s po-
sition. But what
if he had chosen
not to go into
the training? He
would still have
his job selling
CDs, which pro-
vided him not
only extra
money but also
an employee dis-
count. As things
stand now, he’s
given up his second job, and he has no guarantee that he will be se-
lected for the technician’s position. The video asks:

A S

“What I do know is what I want: more opportunities. So,
whatever happens, whether I get this particular techni-
cian’s job or not, I think the training will be good for me.”

Why do people change jobs?

Mark your choice and explain your reasons on the following lines
or another piece of paper. Then watch the video to see what happens
as a result.

[0 A. For voluntary reasons

[ B. For involuntary reasons

Module 5, Lesson C

EcoNomic Puzzie CHALLENGE,
Parr 3

Option C of Economic Puzzle Challenge,
Part 2 played through the introduction to
Part 3. If you wish to review the introduc-
tory part of the video, swipe the following
barcode.

Economic Puzzle Challenge, Part 3

R

Video-based Questions

The video will pause on a screen with the
following question {which also appears in

the Student Guide).
Why do people change jobs?

Ask students to read Decision Time. Allow
students to brainstorm responses, and then
have them answer in writing. Swipe the

barcode for either option you wish to view.

A. For voluntary reasons

IR

Analysis: Yes. Voluntary changes in jobs
are generally viewed as positive events in
the economy. Voluntary changes result
when workers feel they possess a higher
level of skills than is demanded in the job.
Labor resources then gravitate fo the areas
in which they are most productive. This is
a correct response.

B. For involuntary reasons

RN

Analysis: Yes. Changes in market condj-
tions can bring about changes in the level
of employment. When demand for goods
and services is down, layoffs (either per-
manent or temporary] can occur. Workers
may also lose their jobs if the product they
produce becomes obsolefe or if fechno-
logical advances have rendered their skills
obsolefe. This answer is also correct.




Further Discussion

Ask students to read For More... on this

page and fo discuss whether investing in
human capital provides greater job secu-
rity in the work force.

Economic Puzzie CHALLENGE,
ParT 4

Before swiping the barcode to continue,

have students read the introductory para-

graphs to Economic Puzzle Challenge,
Part 4. Then swipe this barcode to play:

Economic Puzzle Challenge, Part 4

LR

“Angela? No, she didn’t
get the job either. But
listen to this—we both
got calls from the train-
ing center in Florida,
and weve both been
offered jobs as
technicians there!”

Economics at Work

For More...

What is the “Market Expectation” for communication-equipment
mechanics, according to the Occupational Outlook Handbook? Ac-
tually, the outlook is rather grim—a sharp decline in employment is
likely through 2005.

In recent years the telephone industry has virtually reinvented itself.
The old electromechanical system of handling calls has been re-
placed by a completely electronic one. Fewer workers are needed for
maintenance and repair because the new digital systems are more
reliable and have self-diagnostic features, which detect the causes of
problems and direct technicians to the defective parts. It’s less expen-
sive to replace these parts than to repair them.

Will Hector have more job security now that he has received addi-
tional training? Discuss this point with your classmates.

EcoNomic Puzzie CHALLENGE, PART 4

It pays to be prepared. Most of your success will depend on hard
work, training, and persistence. You might as well apply these quali-
ties right from the start, as you look for your first full-time job.

Make finding that job a full-time occupation. Tell everyone you
know that you are looking. Respond quickly to job leads. Follow up
every application with a phone call and every interview with a

Module 5, Lesson C _
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thank-you letter. Sometimes it takes a little luck to land a job: Good
positions may open up for a variety of reasons, such as unexpected
resignations or business expansions. If you happen to be in the right
place at the right time—and if you have the right stuff—you could
fall right into a great job. So don’t get discouraged and give up your
job hunt. Be persistent—it’s a quality that employers admire.

What is your idea of a great job? How important do you think it is
to be highly paid? Maybe you’re looking for a job that would allow
you to travel. Or perhaps your ideal job would be in a field that pro-
vides certain social benefits.

Talk This Over

A series of screens will present the following questions. Discuss the
questions on each screen with your classmates, and write your con-
clusions on the lines provided or on a separate sheet of paper.

What can you expect to earn in your career of choice?

How are the positive or negative aspects of that career re-
flected in the expected salary?

What are some risks you face in achieving your career of
choice?

Are they supply-side or demand-side risks?

What are some specific ways of maximizing your employ-
ment opportunities and increasing job mobility?

Module 5, Lesson C

Video-based Questions

The video will pause on a screen with the
following questions (which also appear in

the Student Guide).

What can you expect to earn in your
career of choice?

How are the positive or negative as-
pects of that career reflected in the
expected salary?

Ask students to share their thoughts as a
class. Then have them express their indi-
vidual views in writing.

Swipe the following barcode for a second
pair of questions (which also appear in

the Student Guide):

What are some risks you face in
achieving your career of choice?

Are they supply-side or demand-
side risks?

IR

Encourage students to respond in writing.

Swipe the following barcode for a final
question (which also appears in the Stu-

dent Guide).

What are some specific ways of
maximizing your employment
opportunities and increasing job

mobility?

IR

Encourage whole-class discussion of this
question. Then have students express their
conclusions in writing.

Side 11 Menu

AUVIET AT

Quit Instructions

R




CLOSING

Ask students to read Put it Together and
to respond in writing fo the activity out-
lined in the section.

Economics at Work

PUT IT TOGETHER

THE United States economy is one huge marketplace. And the mar-
ket in which labor is exchanged is one of the biggest in the world.
With advances in technology and investment in capital resources,
new occupations are appearing all the time. The job you will hold
20 years from now might not even exist today.

The size of the salary you can expect to receive depends on many
conditions in the market. For example, occupations that offer pleas-
ant working conditions will attract workers, as will jobs that offer
high levels of compensation and excellent benefits. If the supply of
workers who are attracted to these jobs increases but businesses’ de-
mand for employees holds constant, the wage rate will decrease.
However, though the wage rate is extremely important, it is only one
aspect of a job. In any occupation, it is important to look at the total
package.

The demand side of the labor market is based on the activity of
businesses. If a business is experiencing an increase in the demand
for its product, it will probably look for more workers to increase
output. On the other hand, if a technological breakthrough enables
the present labor force to become more productive, there may be no
change in the demand for labor—or demand may even decrease.
When there is an increase in demand but the supply remains con-
stant, wage rates increase. When there is a decrease in demand but
the supply remains constant, wage rates fall.

“If you prepare yourself at every point as well as you can, with
whatever means you have, however meager they may seem,
you will be able to grasp opportunity for broader experience
when it appears. Without preparation you cannot do it”’

—Eleanor Roosevelt, American writer and United Nations delegate

Students should respond in words fo this
effect: These are all occupations with at-
tractive benefits. They are regarded as
having pleasant working conditions or as

being exciting. These benefits can be con-

sidered a type of compensation.

Why may the wage rates for forest rangers, scuba divers, ski instruc-
tors, or pie tasters be low relative to other occupations? Answer this
question on the following lines or on a separate sheet of paper. Then
share your ideas with your classmates.

Module 5, Lesson C : _mm
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NET GAIN

The work force is a competitive place, and the more you invest in
your human capital, the more opportunities you will have to advance
in your career. Remember these key points. They can help you stay a
step ahead of your competition.

1.

Workers, businesses, and governments invest in education,
training, and health care. One reason they do this is to increase
their productivity and incomes. Productivity! Walk through any
plant—you’ll see productivity charts all over the place. Produc-
tivity is a universal gauge for measuring improvements in com-
panies. Firms want employees who can learn through on-the-job
training. Many firms offer training classes and tuition reimburse-
ment. Some even install workout rooms, pay for their employees’
health club memberships, sponsor “stop-smoking” and Weight
Watchers groups, and pay for alcohol and drug treatment. Their
goal is to increase productivity by building a well-trained and
physically fit work force. If you can enter the work force with
strong reading, writing, math, and computer skills, you will have
a leg up on the competition. Companies are willing to invest in
people who show initiative. And remember-—your productivity
will have an effect on your income.

Although investment in capital resources and human capital
can increase productivity, such investments have significant

_my Module 5, Lesson C

When a firm buys new computers
that enable employees to work
more efficiently, it is making an
investment in physical and human
capital.

SUMMARY

Have students read Net Gain. Review the
four content statements, and encourage
students fo provide real examples for each
one.
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opportunity costs and economic risks. Devoting your time, ef-
fort, and money to building your human capital can be a painful
experience. You may have to forego income or sacrifice your lei-
sure time. But look at it this way: Time is going to pass anyway.
In five years, you could be five years older and well-trained or
just five years older. If you happen to be weli-trained, you will
be more productive in the labor force—and that translates into
bigger bucks and better opportunities.

“Doing the best at this moment puts you in the best place

for the next moment.” |
~~Oprah Winfrey, American talk-show host and qc,tress”i.y;

3. Workers change jobs for voluntary and involuntary reasons.
As you build your skills, you create all sorts of opportunities.
Like Hector and Evelyn in the video, you will find that addi-
tional training positions you to move on to bigger and better
things. Changing jobs voluntarily is good for you and good for
the economy. Voluntary movement means that workers are apply-
ing their human capital in the most efficient manner. The down
side is that some job changes are not voluntary. Companies have
streamlined their work forces to keep costs as low as possible.
You can better secure your position by developing your skills and
by working hard.

4. Workers invest in human capital to enhance job mobility. How
many people do you know who started their careers doing some-
thing different from what they’re doing now? The skills you ac-
quire can be applied in many ways. For instance, some of the
same skills that make a good teacher also make a good salesper-
son. Someone who is skilled in giving instruction would certainly
be thoroughly able to explain the benefits of a product to a poten-
tial buyer. Take advantage of the opportunities that come your
way. Every bit of training and education you acquire allows you
more choices.

EXTENSION

Assign one or more of the activities in
Building on Success. Encourage students

to opply the concepts they have learned BUILDI NG ON su cc:ss

in this lesson and to refer to the Econcepts

(page 53) whenever necessary. » Tumk about the opportunities available to you because of the
skills you have acquired. If you can read this, you've acquired an
essential skill. Far fewer opportunities would be available if you
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couldn’t read. Many of the skills you acquire can be transferred
from job to job and from firm to firm.

Look through the employment ads in a newspaper, and circle the
jobs calling for basic computer skills. Then place an “X” through
those that call for knowledge of specific applications, such as
word processing or spreadsheets. Write an essay describing how
knowledge of basic computer operations and specific applications
can enhance your job mobility. Be prepared to share your work
with the class.

» Occupations that offer pleasant working conditions, prestige, or

other nonmonetary benefits generally offer lower wages relative
to other positions. But this isn’t always the case.

Can you think of anything more enjoyable than playing baseball
for a living? Prepare a talk explaining why you think Major
League baseball players receive such big salaries. Be prepared to
deliver your talk in class.

P Obtain the salary schedule for teachers in your school district. In

many districts, the pay that teachers receive depends on the level
of higher education they attained and the number of years they
have taught. In the mid-1990s, the average monthly compensation
for a worker with a bachelor’s degree was $2,489, and the average
monthly compensation for a worker with a master’s was $3,211.
Note how your school district’s salary schedule compares with
these averages. Arrange an interview with one of your teachers or
administrators, and ask that person to explain any differences be-
tween your district’s salary schedule and the national averages.
Write a report, and be prepared to present your findings to the
class.

QUALITY CONTROL
ON Your OwN

As in every other market, the price of labor and the quantity of labor
exchanged are determined by events in the marketplace. Based on
the following events, use supply-and-demand analysis to depict
changes in the wage rate. Circle the appropriate changes in wage rate
and in the quantity of labor exchanged—or write your answers on
another sheet of paper.

1. For 20 years, Sara has worked for Ajax Industries, producers of
Soft Skin hand cream. In her position as a box assembler, she

_me Module 5, Lesson C

ASSESSMENT

Two types of assessment are provided for
you to evaluate students’ comprehension
and mastery of the material presented in
this lesson.

ON Your OWN

The first assessment section contains four
scenarios. Students have an opportunity
to demonstrate their knowledge of the la-
bor market through supply-and-demand
andalysis. They should indicate how wage
rate and quantity of labor exchanged
would be affected by the development in
each scenario. Though this section is in-
tended as a homework assignment, you
may wish to have students complete part
or all of it in class.




Answers:

1. decrease

not change

decrease

decrease

2. decrease

not change

decrease

decrease

Economics at Work

stands at the end of a filler line constructing boxes for the pack-
ers. Ajax has decided to modernize the plant, incorporating a
newly developed machine that folds, tapes, and packs boxes. The
firm can now supply more hand cream to the market. The in-
creased supply will drive down the price of hand cream, and
marginal revenue product will fall. Given the development of
this machine, what do you think will happen in the market for
box assemblers?

¢ The demand for labor will

increase decrease not change

» The supply of labor will

Increase decrease not change

» The wage rate will

Increase decrease not change

» The quantity exchanged will

increase decrease not change

. Many people have called for reductions in the price of health care.

In response, some companies have established health plans that
limit employees’ choices of doctors they may use. In other words,
if an employee’s regular doctor is not among those participating
in the company’s plan, the employee must make a choice. He can
either switch to a doctor within the plan or stay with his usual
doctor and pay the fee. To lighten their load, doctors within the
plan hire physician’s assistants. How might the development of
these managed-care health plans affect the market for doctors?

» The demand for labor will

increase decrease not change

* The supply of labor will

increase decrease not change

» The wage rate will

increase decrease not change

¢ The quantity exchanged will

increase decrease not change
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h
~ 3. Historically, teachers have had the summer months off, as well
—~ as extended Christmas holidays. Recently there has been a move
= toward holding school year-round, with only periodic one- or
two-week breaks. How might this affect the market for teachers?
| —
* The demand for labor will
—
. increase decrease not change
o * The supply of labor will
”ﬁ increase decrease not change
* The wage rate will
Fenan
— increase decrease not change
o ¢ The quantity exchanged will
a increase decrease not change
o 4. During the past 50 years, the standard of living in the United
_ States has increased dramatically. Generally, as the standard of
— living increases and people’s basic wants are met, they turn their
— attention to other “quality of life” issues. Some people have be-
come concerned with the quality of air and water. They worry
a about how pollutants may affect their health and well-being.
- How might an increase in the standard of living affect the market
— for environmental engineers?
— * The demand for labor will
~— increase decrease not change
‘ » The supply of labor will
increase decrease not change
— * The wage rate will
a increase decrease not change
- » The quantity exchanged will
. increase decrease not change
Y
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. not change

a’ecrease

increase

decrease

. increase

not change

increase

increase




AsSESSMENT-TRACK QUESTIONS

Besides appearing in the Student Guide,
the questions under the heading In Class
are contained on a special assessment
track of the videodisc for this module. Us-
ing the appropriate disc side, you can ac-
cess each question by swiping its barcode.
Each question is presented as a voice-over
to part of a video program that students
previously watched. The video will pro-
vide students with valuable cues, enabling
them to generalize previously learned ma-
terial fo new situations.

Assessment Question 1

VARG

1. All investments are flows of expendi-
tures devoted to projects for producing
output that is not intended for immedi-
ate consumption. This is true of both
physical and human capital. Factories
and office computers may be costly to-
day, but they allow a firm to produce
output that will be sold in the future.
Likewise, education requires fime, en-
ergy, tuition, and foregone income and
consumption for a person fo achieve the
skills necessary to earn future income.

2

Assessment Question 2

VWA

2. The basic reason for investing in human
capital is fo increase productivity and
potential earnings. As with investments
in physical capital, investments in hu-
man capital raise the productivity of la-
bor and cause wages, expected annual
incomes, standards of living, and
wealth to rise. A more qualified labor
force will increase productivity and
create wealth for individuals as well as
for society as a whole.

Economics at Work

IN CLass

These questions should be answered while you watch a special sec-
tion of the videodisc that your teacher will play for you. Write your
answers on the lines provided or on a separate piece of paper.

1. Office buildings, factories, and office computers are all invest-
ments in physical capital. Like these, education is also consid-
ered an investment. Why is the creation of human capital an
investment?

2. Schooling, work-related training, and experience are ways to ac-
quire human capital. What are the incentives to invest in human
capital?

Module 5, Lesson C _me
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3. Markets may allocate resources in an efficient manner, but a so-
ciety is also concerned with matters of equity. What are some
equity concerns a society may have?

4. Successful economies strive to increase their overall wealth.
How can a society’s increased wealth be used to address the eq-
uity concerns that it may have?

Module 5,

Lesson C

Assessment Question 3

RN

2

3. Society is often concerned with poverty

and other matters of equity. A market-
determined distribution of income en-
courages economic efficiency, but the
resulting income distribution may be
unaccepfab/e fo some peop/e. Without
some sort of income fransfer, the eld-
erly, sick, disabled, and others who do
not work might not be able to survive.
Income-transfer programs such as
medicare, medicaid, and unemploy-
ment compensation are a few of the
social insurance policies that the U.S.
uses to address issues of equity.

Assessment Question 4

. Wealthy countries are better able to af-

ford the opportunity cost of transfer
programs. Such programs shift income
from people who earned it fo those who
did not. This represents a trade-off be-
tween economic efficiency and equality
of income—that is, greater equality of
income among citizens is achieved by
accepting a lower level of overall out-
put. A country “pays” for antipoverty
programs and social services because
the resources used to support them have
an opportunity cost of foregone output.
Countries with successful economies are
better able to forego that output.




Sipe 12
GRrAPHICAL DATABASE BARCODES

(Use “step still” function or barcodes below
to advance within categories.)

oW
o
LA

WA

Consumer Behavior Theory

L

Production Theory

AT

Foreign Exchange Markets

T

Human Resource Market

I

Nonhuman Resource Market

Aggregate Supply & Demand

WIAVRA

loanable Funds Market

IR

Sibe 12
TEACHER-TRACK BARCODES

Economic Productivity

INERAIENMORL

A Key to Comprehension

AWV

The Fairness of Capitalism

DT

Economic Goals

VRN

Economic Equity

ANV IR

Application Activity

MMV

Eco__N@mES
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Sioe 12

INVASION

Y

gy OF THE ROBOTS

ECON BRIEFING

om’s out of town on business. Dad’s working late. Your brother

Marcus has football practice until eight o’clock. You’re on
your own tonight.

No big deal. Check the messages on the telephone answering ma-
chine; pop a frozen dinner in the microwave; speed-dial your pal
Jason on the cellular phone to get some help for tomorrow’s quiz;
surf the channels with your remote to see the latest videos; jam a
load of dirty clothes into the washer. Then sit down at the computer
and finish the paper you’ve been putting off all week. If only tech-
nology could advance a little further and write the paper for you!

Automation has made many jobs easier, faster, safer, and more effi-
cient. That sounds good—everybody wants less work and more lei-
sure time. But is it fair to the worker who finds herself unemployed
because of new machines in the office? And how does new technol-
ogy affect the construction worker who loses his job because electric
drills, high-speed staplers, and rechargeable screwdrivers enable one
worker to do the work that it used to take two persons to do?

This lesson will help you understand how machines increase the
productivity of workers and firms. It will demonstrate how workers
are affected by automation and how the government seeks to assist
people who lose their jobs because of new technology. You will also
find out that fairness in the workplace applies to business owners as
well as employees.

WHAT You'LL LEARN IN THis LEssoN

* Productivity is measured in terms of outputs and inputs.

* Productivity can be increased by improving human capital and by
developing better capital resources.

* Economic incentives encourage businesses to invest in new
technology.

Module 5, Lesson D
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Materials

This lesson uses the videodisc {or video-
tape) program Invasion of the Robots. To
complete the activities, students may use
the following items: calculators; samples
of paycheck stubs (showing FICA and tax
withholding); a copy of the Statistical Ab-
stract of the United States; graph paper;
colored pencils, pens, or markers; and
print or CD-ROM encyclopedias. Copies
of current newspapers and magazines
would be helpful to students as they learn
about technology in the workp|oce.

INTRODUCTION

This lesson infroduces students to the idea
that businesses can increase productivity
by investing in new technology and by im-
proving the human capital of their workers.
The concept of opportunity cost is applied:
If one worker operating a machine can be
as productive as two workers operating
that machine, then the choice is one
worker and one machine; the alternative
(two workers and one machine) is the op-
portunity cost; one worker will be laid off.
Students learn that technology can also
benefit workers. As they enhance their
skills, workers become more valuable in
the workplace, and they are better able to
find new jobs if they are displaced by au-
tomation. Students evaluate the economic
efficiency and economic equity of govern-
mental transfer programs.
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In Put It Together students are introduced » New technology and equipment can result in the loss of jobs.
to production possibilities, and in Building ) _
on Success they are asked fo differentiate « Governments seek to assist workers who have lost jobs because

between the national debt and the federal of automation.
budget deficit.

PAYBACK
Goats . : : .
Students will be able fo demonstrate that Robots in factor1e§ can perform boring, repetitive tasks 24 hours a
they understand how productivity is in- day without stopping for a coffee break. They don’t get sick. They
creased through the decisions of workers, ~ don’t oversleep and show up late for work. They perform some tasks
businesses, and governments. They wil more efficiently than humans do. But that doesn’t mean they can do

be able to show that they grasp the ideas
that {1) automation may displace work-

ers, but {2) as workers learn technological A new technology on the job replaces human workers, those work-
El:fltl; f:a); k;scf?rgee:;rlzgrit’nc:ELe;nnﬁn_ ers are able to use their special skills and knowledge to do other
creasingly high-tech workplace. thmgsffor. gxample, they can invent better equipment, create clever
advertising jingles, or solve complicated problems. Robots and com-
ctand governmental programs that assist put.ers ac;tually free workers- to become more skilled and highly.
displaced workers. They will be able to trained; in the end, those skilled workers will be more valuable in

evaluate education and training programs the labor market.
and to demonstrate knowledge of govern-

everything.

Students will also show that they under-

mental programs that transfer funds from As you begin your career as an auto mechanic, a construction super-
income earners to persons whose income visor, a dental technician, or other skilled professional, you will learn
has been interrupted because they have to use and operate the latest equipment. The skills you master will

lost their jobs.

OBJECTIVES

Upon completing this lesson, stu-
dents will be able to:

define productivity

explain how productivity is
increased

explain what motivates
businesses to invest in new
fechnology

differentiate between gross
earnings and net earnings

calculate net earnings,
given a paycheck stub

explain how automation
can result in the loss of jobs

draw and analyze a “pro-
duction-possibilities curve”
P

describe how governments
provide for workers who
lose jobs because of
automation

increase your productivity and open up even more opportunities for
you in the future.

Who benefits from automation? Firms benefit when they produce goods at lower cost and
make more profit, and consumers benefit when they buy innovative new products at lower
prices. But some workers lose their jobs to automated technology.

Module 5, Lesson D _ s>
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peconcepts

economic efficiency—a situation that occurs when the ben-
efits of economic action outweigh the costs

economic equity—the application of concepts of what is
fair and unfair to matters of economic policy

input—resources used to produce goods and services

output—goods and services that are produced and provided
to the public

productivity—the amount of output produced per unit of
input used

profit—the return to business that results when the value of
sales exceeds the cost of the goods or services sold

POWER UP

Back in 1820, nearly 72 percent of the population of the United
States was made up of farmers. They worked hard to produce enough
food for themselves and to have some left over to sell to the other 28
percent of the people. By 1991, farmers made up only 2.5 percent of
the population; even so, thanks to better farming methods and equip-
ment, they were able to produce enough crops to feed the people of
the United States and millions of others all over the world.

When a farmer can produce crops with fewer workers—or when the
same number of farm workers can produce a greater harvest—that’s
an increase in productivity. Increased productivity occurs for a num-
ber of reasons.

What Increases Productivity?

Education and training can make workers more productive. Perhaps
the first time you sat down at a computer keyboard it took you a
long time to write a report. But as you learned the positions of all the
different keys and began to understand the computer’s special func-
tions, you were able to type faster and make fewer mistakes. Now
you can generate your reports faster than ever. You have become
more productive.

Machines and other capital resources can also make workers more
productive. Stuffing together several different advertising circulars

Module 5, Lesson D

¢ explain the difference between the
national debt and the federal budget
deficit

* calculate productivity per hour

* suggest how inventions result in pro-
ductivity increases

LessoN DEScrIPTION

This lesson focuses on workers in a medi-
cal laboratory to introduce students to the
idea that productivity can be increased
through the introduction of new technol-
ogy. The managers of the lab are faced
with decisions about investing in new
equipment, training workers, and laying
off one technician. Angie is the technician
who will lose her job as the lab seeks to
maximize its profits. Students are asked to
evaluate the lab’s decision in terms of eco-
nomic efficiency and economic equity;
they are also asked to examine govern-
mental programs that attempt to redistrib-
ute income from those who are earning
income to those who have lost their jobs.

Before showing the video, encourage stu-
dents to think about new technology and
innovations that they have encountered at
home, on the job, or in school.

Kty TerMs

Prepare a poster listing the Econcepts, or
write these key terms on the chalkboard.

PREVIEW

Ask students to read Econ Briefing, in-
cluding What You’ll Learn in This Lesson
(pages 79-80). Discuss unfamiliar terms,
and invite students to respond to each of
the bulleted statements by suggesting ex-
amples from their own experiences. You
may wish to encourage students to look
through current newspapers and maga-
zines fo find additional examples of uses
for new technology. These articles could
be displayed on a bulletin board for use
during this lesson and beyond. Some stu-
dents might be assigned to organize the
collected articles, sorting them according




to the industry in which the new technol-
ogy is being used.

Ask students to read Payback {page 80).
After they finish, have them form small
groups based upon their career goals. As-
sign each group an industry, and allow
time for them to brainstorm from five to 10
innovations that have made that industry
more productive. Discuss their ideas briefly.

introduce the Econcepts (page 81), and
give contextual examples of each. Encour-
age students fo refer to these concepts
whenever appropriate during this lesson.

Have students read Power Up, including
the section What Increases Productivity?
(beginning on page 81). Invite them to
brainstorm opinions about job losses re-
lated to automation; then have them re-
spond in writing.

Economics at Work

and then inserting them in newspapers is a long, slow, tedious job.
But specialized inserting machines can complete the task in a frac-
tion of the time it would take several workers—without the hours of
monotony.

An office manager knows that trained secretaries can complete more
documents in a day than untrained ones. More documents mean more
satisfied clients, and satisfied clients mean bigger profits.

The small-town cable-TV operator understands that customers ex-
pect fast, efficient service for their monthly fees. If he can provide
faster service by having his installers use a bucket truck instead of a
ladder to reach the lines, he will have more satisfied customers—
and bigger profits. He won’t need as many installers either, because
the bucket truck allows the workers to get the job done faster.

The main goal of a business is to maximize its profits. Shareholders
expect firms to make decisions that will mean more sales, better ser-
vice, and higher profits. But decisions to train workers or to switch
to mechanical production methods sometimes cause workers to lose
their jobs. If secretaries are trained to use a new computer program,
they will be able to work faster and analyze more data in less time.
But then other secretaries may no longer be needed by the firm—
their jobs will be eliminated.

Need a Job? Maybe Uncle Sam Can Help

ON October 1, 1983, the Job Training Partnership Act (JTPA) began
providing job-training and employment services for disadvantaged
youths and aduits, “dislocated” workers, and those facing barriers to
employment. The act seeks to move as many jobless workers as possible
into permanent employment. By June 30, 1993, it had provided approx-
imately 10 million Americans with training and employment services.
With a placement rate near 69 percent, the act is one of the most suc-
cessful job and training efforts ever established.

One program funded by the act provides job and training assistance
for dislocated workers:

* Workers who lose their jobs due to plant closings or mass layoffs

* Long-term unemployed persons with limited local opportunities
for jobs in their fields

< Farmers, ranchers, and other self-employed persons who become jobless because of general economic
conditions or natural disasters

* Displaced homemakers

Other programs funded by the act include the Job Corps and a summer youth program offering basic and
remedial education and on-the-job training. Every year, the Job Corps enrolls approximately 100,000 per-
sons aged 16 to 21 in residential job-training centers throughout the United States.

—Employment and Training Administration, U.S. Department of Labor
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What happens to the ad-insert
stuffers, the secretaries, and the
installers who are no longer
needed when new machines ap-
pear on the scene? How does
modern society deal with dis-
placed workers?

With your classmates, brain-
storm ideas about what happens
to workers who lose their jobs
because of automation. Write the

“History teaches us...that, by and large, work-
ers displaced by technological advance have
moved rapidly into other employment, ulti-
mately to better-paying jobs. This is why we

have had rising personal incomes rather than
mass unemployment as new technology has

come into use and productivity has increased.”

~—Henry Ford ll, American automobile executive

ideas on the lines provided here
or on another sheet of paper.

Where Have All the Workers Gone?

Some workers who are displaced by machines will find work in
other productive areas; the cable installer may use his special skills
to become a construction worker, or he may choose to acquire addi-
tional skills, thereby improving his human capital.

Human capital includes the skill and the knowledge you develop in
school, on the job, and through everyday life experiences. The skills
you learn on one job can help you as you seek another one. The train-
ing you receive to use new computer software in the legal profession
can make you a more valuable worker in other professions as well.

But what about workers who lose their jobs and don’t have enough
training to move right into another one? When people lose jobs and
cannot support their families, society steps in to help. Training pro-
grams and educational opportunities are available for workers to de-
velop and improve their human capital. The training increases the
likelihood that they will find jobs that require their new skills.

Society also provides transfer programs, these programs transfer
income from those who are earning money to those who are not. Un-
employment compensation, social security, and welfare are transfer
programs. A portion of the salaries of those who are working is given
to qualified persons who are not working.

Module 5, Lesson D

Ask students to read Where Have All the
Workers Gone? You may wish to have
them comment on the following themes,
which are introduced in this section.

* Automation leads workers to improve
their human capital.

* Governments provide assistance pro-
grams for workers who lose their jobs.

¢ The taxes of workers become transfer
payments fo those who do not work.

Students’ comments may be recorded and
displayed. Later, students might examine
their initial perceptions about efficiency
and equity and compare them fo their at-
fitudes at the end of the lesson.
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serves a renewing.”

“fSometimes a life, like a house,
- needs renovating....One re-
builds because the structure de-

—Doris Schwerin, American writer

The money needed to pay for training programs and
transfer programs comes from the wages of people who
are working. Income-tax withholding provides funds
for job training, welfare, and other programs. Social se-
curity deductions are transferred to retired persons.
Employers pay employment tax, which the federal and
state governments use to provide unemployment checks
to people who have lost their jobs.

Ask students to answer the three questions
on this page.

Answers:

1. $138.20

2. $42.24

3. $472.64

VIDEO CORE

Ask students to read the introductory para-
graph of Take a Closer Look. The first
video segment points out that automation
in the workplace allows businesses to
increase productivity and to maximize
profits. It also suggests that increased pro-
ductivity sometimes results in the laying off
of workers. Students should consider the is-
sues of economic efficiency and economic
equity as they follow the story about Angie
and the automation that occurs in her
medical lab.

If you have a job, take a look at your paycheck stub. Your take-home
pay 1s substantially less than the gross wages you earn. Some portion
of your pay is withheld as taxes, and part of your salary goes to so-
cial security. Look at the sample check stub below, and then answer
the questions on the lines provided or on another sheet of paper.

Employee Name: Pat Q. Worker Social Security Number: 123-45-6789

Base Pay: $681.30  Gross amount: $681.30  NetPay: $
Federal Income Tax: $138.20
FICA: $42.24
State Tax: $18.34
Medicare: $9.88

1. How much of this paycheck is withheld for federal income tax?

$

2. FICA stands for the Federal Insurance Contributions Act. Most
people call it the social security deduction from their wages. How
much of this paycheck goes for social security? $

3. The net pay is your take-home amount after all deductions for fed-
eral and state taxes and for social security and medicare have been
subtracted. What is the net pay for this paycheck? $

TAKE A CLOSER LOOK

AuToMATED assembly lines and mechanized blood scanners are just
two of the thousands of modern devices that increase employees’
productivity. Both autoworkers and medical technicians feel the ef-
fects of automation—in faster production and in loss of jobs. The
measures that society takes to help people deal with changes in pro-
duction are meant to provide both economic efficiency and economic
equity or fairness.

Module 5, Lesson D
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WHAT You’LL SEE ON THE SCREEN

The first segment of “Invasion of the Robots” demonstrates how ro-
bots and other machines help to increase productivity. Workers who
are trained to operate new high-tech lab equipment become more
productive too. The training that workers receive makes them more
valuable to their companies; it also improves their chances of getting
new jobs if they lose their old ones.

You will learn that workers sometimes lose their jobs because auto-
mation reduces the need for large work forces in some industries.
You will see that as firms attempt to increase outputs and maximize
profits, they must make hard decisions—decisions such as laying
oft workers. Firms must be sure that their decisions are good for the
company. After all, if a company does not run efficiently, it will no
longer be profitable, and it may go out of business. That would mean
many more lost jobs.

You will also see that society makes provisions to improve human
capital. Employers often provide training because they know that a
skilled labor force is more productive than workers who are un-
trained. The government seeks to assist displaced workers through
training programs and transfer programs.

In the Economic Puzzle Challenge sequence, you will examine the
decisions that firms and governments make about jobs and workers.
You will need to think about efficiency and fairness as you respond
to the questions.

_ > Module 5, Lesson D

INTRODUCTION TO THE VIDEO

Ask students to read What You'll See on
the Screen. Clarify any points they do not
understand.

It used to take three
machinists to make a
part at the Naval Air
Warfare Center in In-
dianapolis, according
to Ron Adams, profes-
sional development
specialist. Now an au-
tomated system does
the part in one Step.




ViDEO-BASED ACTIVITIES

Have students read the introductory para-

graph of Talk This Over. Urge them to
think about income equality and guaran-
teed incomes as they watch the program.
Then start the videodisc (Side 12), and

swipe this barcode to play:

Invasion of the Robots
(introductory segment)

AR

The video will pause on this question

(which also appears in the Student Guide):

How much of your earnings are you
willing to let the government redis-
tribute to reduce income inequality?

Ask students to respond in writing. When
they finish writing, encourage them to
share their ideas. Because students may
have different perceptions of fairness, re-
mind them that each student's opinion is
valuable and that the rules of brainstorm-
ing permit any point of view to be ex-
pressed. Students should be cautioned not
fo criticize views expressed during brain-
storming sessions.

Economics at Work

TALK THis OVER

When lab technicians lose their jobs because of the introduction of
new equipment, they will no longer be earning income. Is that fair?
Should everyone receive guaranteed wages? What would be a fair
guaranteed wage?

If everyone earned the same income, there would be little incentive
for people to work hard. You might even say that there would not be
much incentive to work at all. Some early settlers in the United
States tried to develop a society in which everyone contributed to a
central storehouse of food and other goods. What happened? Some
people worked hard, while others were slackers. If the workers and
slackers received the same portion of goods, where was the incentive
to work?

As you watch the first part of the video, think about fairness in soci-
ety. The video will pause to ask you this question:

How much of your earnings are you willing to let the govern-
ment redistribute to reduce income inequality?

Write your answer on the following lines or a separate sheet of pa-
per, then discuss your views with your classmates.

The Poverty Line R
WHo’s living in poverty in the United States? This table shows how much income 'a‘f“ ‘1‘;
single person or a family would have had to receive in recent years to rise abovethe =
official poverty line. o
Persons 1988 1990 1992 1994*
1 $6,022 $6,652 $7,143 $7,551
2 $7,704 $8,509 $9,137 $9,655
3 $9,435 $10,419 $11,186 $11,817
4 $12,092 $13,359 $14,335 $15,141
5 $14,304 $15,792 $16,952 $17,896
6 $16,146 $17,839 $19,137 $20,223
7 $18,232 $20,241 $21,594 $22,966
8 $20,253 $22,582 £24,053 $25,474
9+ $24,129 $26,848 $28,745 $30,285
*Estimated
—Bureau of the Census, U.S. Department of Commerce
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Another question appears on the screen:
What social institutions do you think should address income
inequality?

Express your views on the lines provided here or on a separate
piece of paper, and then discuss your thoughts.

For More...

One of the toughest problems facing society is how to deal with the
difference between the rich and the poor. How much must a family
earn to be considered “rich”? How little income puts you in the
“poor” category. You may be surprised by the following statistics,
which demonstrate that a household income of as little as $50,000
ranks among the top 27 percent in the United States. Put another
way, two working adults who earn $25,000 each are nearly in the top
quarter of America’s income earners. This table shows annual income
levels and the percentage of Americans at each level:

Under $5,000 4.6%
$5,000—$9,999 10.0%
$10,000-$14,999 9.5%
$15,000-524,999 16.8%
$25,000-$34,999 14.8%
$35,000-$49,999 17.1%
$50,000-$74,999 16.1%
$75,000-$99,999 6.1%
$100,000+ 4.9%

Economic Puzzie CHALLENGE, PART 1

Medical equipment can be extremely expensive. Machines such as an
MRI (Magnetic Resonance Imaging) scanner cost more than $1 mil-
lion. Yet hospitals and medical labs need to use the most current
techniques in diagnosing diseases and in treating patients. When
faced with decisions about investing in new equipment, medical pro-
fessionals need to examine the costs and benefits of their alternatives.

As you watch the first part of the Puzzle Challenge, consider the ad-
vantages and disadvantages that a lab would face in buying the latest
piece of medical equipment.

Module 5, Lesson D

Swipe the next barcode for another ques-
tion {which also appears in the Student

Guide):

What social institutions do you think
should address income inequality?

TN

Ask students to respond in writing and fo
share their views.

Further Discussion

Ask students to read For More... on this
page. Make sure students understand the
table in this section. Encourage comments
about the statistics in the table. Some stu-
dents may wish to compare the quintile
breakdown of income distribution in other
countries. Suggest that they check with the
reference librarian in a public library to
help them find pertinent information.

A household income of as little as
$50,000 ranks among the top 27 per-
cent in the United States.

Economic Puzzie CHALLENGE,
PArT 1

Before swiping the barcode to continue,
ask students to read the two paragraphs
that introduce Economic Puzzle Challenge,
Part 1. Then swipe this barcode to play:

Economic Puzzle Challenge, Part 1

AT




Video-based Questions

The video will pause on a screen with the
following question (which also appears in
the Student Guide).

What should the medical lab do?

Assist students in analyzing each of the
possible responses. Then swipe barcodes
for the options you wish to view.

A. Limit the number of
customers it serves

LT

Analysis: No. The lab is considering mod-
ern equipment because its customers want
faster, more efficient service. Befter ser-
vice means an increase in productivity.
Discouraging new customers would have
the opposite effect. By limiting the number
of customers it serves, the lab would de-
crease oufput.

B. Invest in an automated
sampling machine

T

Analysis: Yes. Productivity increases when
output rises without an equal rise in in-
put—or when output remains constant
despite a reduction in input. If investing in
new equipment produces a “least cost”
way of serving ifs customers, the lab
should make the investment, even if it
means laying off a technician.

C. Hire an additional worker

LT

Analysis: No. The lab will increase its pro-
ductivity more by investing in new equip-
ment than by hiring an additional worker.
The equipment will provide fast analyses
of blood samples and a computer printout
of results. An additional worker would be
less efficient than the machine in perform-
ing these tasks.

Economics at Work

Decision Time
The video presents another question:
What should the medical lab do?
Use the lines provided or a separate sheet of paper to mark your

choice and to explain your response. Then watch the video to see the
results of your decision.

] A. Limit the number of customers it serves

[ B. Invest in an automated sampling machine

(] C. Hire an additional worker

“So, what this means is we would double our productivity, and it would cost less
than half what it would cost to keep an extra technician on the payroll. We re ba-
sically eliminating the need for one of our current technicians.”

Module 5, Lesson D
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Economic Puzzie CHALLENGE, PART 2

New technology allows firms to be more productive. Whether it’s
farmers who produce more corn or medical labs that analyze more
blood samples, the simple fact is that productive firms serve their
customers better. By being more productive, any firm can serve its
customers better and earn more profits for its owners. Keep this in
mind as you watch the video.

Decision Time
The video challenges you with this question:

Why is the firm motivated to purchase the new equipment?

Consider the three responses, and decide which one you think is best.

Use the following lines or a separate piece of paper to indicate and
explain your choice. When you’re finished, watch the video to see
the results of your decision.

1 A. To produce the output more profitably

“We couldn 't keep that extra technician busy, at least not in the immediate future.”

Module 5, Lesson D

Economic Puzzie CHALLENGE,
Part 2

Before swiping the barcode to continue,
ask students to read the introductory para-
graph to Economic Puzzle Challenge,
Part 2. Then swipe this barcode fo play:

Economic Puzzle Challenge, Part 2

L

Video-based Questions

The video will pause on a screen with the
following question (which also appears in

the Student Guide).

Why is the firm motivated to pur-
chase the new equipment?

Ask students to discuss the question and o
choose a response. Then swipe barcodes
(below and on page 90) for the options
you wish fo view.

A. To produce the output more profitably

NNRERMREL

Analysis: Yes. A firm’s goal is to maximize
profits. It can do this by increasing output
and lowering prices. The use of automated
equipment will result in higher productivity,
and as it increases output, the firm will be
able to lower its prices. As more customers
respond fo the incentive of lower prices,
the firm’s profits will increase.
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B. To save costs by laying off [ B. To save costs by laying off the employee
the employee

Analysis: No. Although firms do seek to
reduce costs, laying off employees is not
necessarily the best way to accomplish this
goal. Employees are necessary to keep
the business running. Without employees,
the business cannot continue to operate.

[1 C. To maximize sales revenues

C. To maximize sales revenves

AR

Andlysis: No. Although higher

revenues may seem like a good

thing, firms might have fo use ad-
| ditional input resources to reach
this goal. As inputs increase, the
firm’s cost of production also in- NG
creases. In this case, productivity !

has not increased; in fact, it has
decreased.

“I came here straight out of
school. I don't know where to
begin to look for another job.”

Economic Puzzie CHALLENGE,
Parr 3 Economic Puzzie CHALLENGE, PArT 3

Before swiping the barcode to continue, A new sorting machine eliminates the need for three workers at the
ask students to read the three paragraphs local post office.... The latest computerized cash register can keep
that infroduce Economic Puzzle Challenge, (15 ¢ of every nail and washer sold at the Super Hardware Mart....
Part 3. Then swipe this barcode fo play. Workers who used to sort mail and keep track of inventory are no

Economic Puzzle Challenge, Part 3 longer needed. Is it fair that they lose their jobs?

“‘I "I |||||«“I““mHI”H“” ’"} Fairness is a big issue. But just as price increases and interest rates
affect different people differently, decisions to eliminate workers
have different consequences for workers, customers, and manage-
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ment. If a certain bagel shop owner invests in better ovens and
stoves, she won’t need 10 employees. But if she feels sorry for her
workers and does not lay off any of them, they won’t have much to

do at the bagel shop. The owner will be paying them to stand around.

That’s not productive. If the business is not productive, it will lose
money. If it loses too much money, it might have to fold up. Then
all 10 bagel makers would lose their jobs.

Business owners must make decisions based upon an analysis of

costs and benefits to their customers, their workers, and themselves.
Think about this as you watch the next part of the Puzzle Challenge.

Decision Time

The video poses another question for you:

Is the firm’s decision to automate “fair” to all of the people
affected?

Consider the firm’s costs and benefits as you discuss the two op-
tions with your classmates. Make your decision, and then write
your response below or on another sheet of paper. Be sure to ex-
plain your answer. Then watch the video to see how its conclusions
compare with yours.

[] A. Yes. Fairness issues are considered in this decision.

[ B. No. Fairness issues are not considered when laying off workers.

Video-based Questions

The video will pause on a screen with the
following question {which also appears in

the Student Guide).

Is the firm’s decision to automate
“fair” to all of the people affected?

Ask students to read Decision Time. Re-
mind them that unproductive firms will go
out of business and all employees will lose
their jobs. Have them choose an option
and respond in writing. When they finish
writing, swipe the barcode of either op-
tion you wish fo view.

A. Yes. Fairness issues are
considered in this decision.

AR A

Analysis: When a firm considers its
choices, it must consider consequences fo
the whole firm, not just to the emp/oyees
who may be laid off. As the firm serves its
customers befter, it becomes more produc-
tive and more profitable. Its remaining
employees will also benefit from the firm’s
increased profitability. {This option, as
well as option B, will play directly into
Economic Puzzle Challenge, Part 4.)

B. No. Fairness issves are nof
considered when laying off workers.

IR

Analysis: If a firm could not lay off em-
ployees when necessary, its costs might
rise so much that it would be forced out of
business. If it shut down, all the workers
would lose their positions. While the loss
of a job presents a hardship for a worker
and his or her family,
the firm must consider

Other Voices, Other Views

“America’s technology has turned in upon itself; its corporate form
makes it the servant of profits, not the servant of human needs.”
— Alice Embree, Americon political activist

“We believe that if men have the talent to invent new machines that put
men out of work, they have the talent to put those men back to work.”
‘ —John F. Kennedy, 35th president of the United States

the consequences fo all
its workers, to ifs own-
ers, and to its custom-
ers. {This option, as
well as option A, will
play directly into Eco-
nomic Puzzle Chal-
lenge, Part 4.)
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Further Discussion

Ask students to read For More... on this
page and to think about the choices and
opportunity costs involved in making deci-
sions about the allocation of tax revenues.
You may wish to have students find news-
paper and magazine articles related to the
uses of tax dollars. Remind them that peo-
ple often disagree about how taxes should
be spent.

Economics at Work

For More...

Skilled workers will always be needed, whether to operate machines
or to create new inventions. As they become trained to run com-
puter programs, electronic troubleshooting equipment, or other ad-
vanced devices, workers increase their value in the job market.

When Angie learns to use the hematology analyzer, she will become
a more valuable worker. Her new skills will also make it easier for
her to find a job in another lab. If Angie doesn’t find a job right
away, she may be eligible for assistance from the government in the
form of unemployment compensation. Or she might enroll in a gov-
ernment-sponsored training program where she can learn more about
high-tech medical equipment. The taxes that workers pay are used to
support such programs for people who do not

away.”

“The point to remember is that what
the government gives it must first take

—John S. Coleman, American businessman

have jobs.

But it’s not easy to make decisions about how
to spend tax money. Should your tax dollars be
used to fund local welfare programs or to send
rockets into outer space? Should the govern-

Economic Puzzie CHALLENGE,
PArT 4

Both options A and B of Economic Puzzle
Challenge, Part 3 played through the in-

troduction to Part 4. If you wish to review
this introductory part of the video, swipe

the following barcode.

Economic Puzzle Challenge, Part 4

Video-based Questions

The video will pause on a screen with the
following question {which also appears in

the Student Guide).

What products made by automation
do you consume?

Ask students to read the first two para-
graphs of Talk This Over. Allow time for
them to discuss their ideas, and then have
them respond in writing.

ment train workers or try to reduce the budget
deficit? Should unemployment benefits be in-
creased, or should schools receive more money? Every decision in-
volves an opportunity cost.

Economic Puzzie CHALLENGE, PART 4
Talk This Over

Often firms such as medical labs must invest in new technology in
order to remain competitive. If your neighborhood bank did not
invest in ATMs or drive-up windows—if it offered only inside bank-
ing to its customers—it would lose a lot of business to other banks
that provide more convenient services. Before long, the bank might
lose too many customers and go out of business. In that case, its de-
ciston not to invest in the latest technology would mean that all the
workers who were employed by the bank would be without jobs.

Other banks probably laid off some workers when they switched to
automated banking services. Sometimes a piece of bad news, such
as getting a pink slip, can be turned into a good opportunity. The
workers who lost their positions were free to pursue other kinds of
work. They could use their skills to do more productive things.

Consider your own use of ATMs and other innovative machines as
you respond to this video question:

What products made by automation do you consume?
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Brainstorm ideas with your
class, and write the best ones on
the lines below or on your other
sheet of paper.

Governmental assistance pro-
grams are supported by tax dol-
lars. Because tax dollars are
limited, any choice about how to
spend them involves an opportu-
nity cost. Think about the differ-
ent ways that tax dollars can be

Economics at Work
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“If a firm does not consider using available technology, it risks losing business to com-
petitors, or even going out of business altogether.”

spent as you consider this final video question:

How might the government’s equity programs [such as med-
icaid and Aid to Families with Dependent Children] be af-
fected by policies aimed at reducing the national debt?

After discussing your ideas with your classmates, write a response
on the lines below or on your other paper.

at high speed than from their rivals.

Higher Tech = Higher Sales

RECENT study by Erik Brynjolfsson of the Massachusetts Institute of

Technology’s Sloan School of Management suggests that customers
have indeed bought more from those firms that had invested more in the
technology needed to churn out a greater variety of higher-quality products

—“What Computers Are For,” The Economist {Januvary 22, 1994)

Module 5,

Lesson D

Swipe the next barcode for a final on-
screen question:

How might the government's equity
programs [such as medicaid and Aid
to Families with Dependent Children]
be affected by policies aimed af re-
ducing the national debt?

A O

Remind students that every choice has an
opportunity cost. Choosing to reduce the
debt will mean that less money will be
available for equity programs. Encourage
a brief discussion, and then have students
express their conclusions in writing. In-
form them that they will revisit the idea of
the national debt and the federal deficit in
Building on Success (page 97).
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CLOSING

In Put It Together, students are introduced
fo the concept of production possibilities.
They are given examples of production in
a factory that can use its productive re-
sources to produce nachos or pretzels.
Students are reminded that as productive

resources are shifted from one type of pro-
duction to another, the opportunity cost in-

creases. This is because each additional
output of one good requires greater addi-
tional inputs of resources fo produce it.

Economics at Work

PUT IT TOGETHER

ProbucTiviTy involves choices and opportunity costs. Because re-
sources are scarce, firms need to choose which goods and services
they will produce. If workers produce automobiles, they cannot pro-
duce computers at the same time. If students work as printers’ help-
ers, they cannot use their talents to design jewelry at the same time.
In economics, the term production possibilities refers to the notion
that to be productive in one area means giving up the opportunity to
be productive in another. The following situation will help you un-
derstand this concept.

Pretzels or Nachos?

The new manager of a snack company did a study of its pro-
ductive resources. She concluded that when the factory is
working at full capacity, employing all of its resources, it can
produce either 300 cases of nachos or 300 cases of pretzels
per hour. If it uses all the natural, human, and capital re-
sources available to it to make only nachos, then no pretzels
will be produced. If it makes only pretzels, then the opportu-
nity cost is the nachos that could have been produced.

Of course, the company could produce both nachos and pret-
zels. But if it produces some pretzels, the output of nachos
will be reduced; if it produces some nachos, the output of
pretzels will be lower. As productive resources are switched
from one good to the other, the opportunity cost of one good
in terms of the other increases.

The factory had been producing only nachos. The manager
decided to use some of the resources to produce pretzels.
The first workers who were transferred to pretzel production
were those who were skilled dough rollers—they would not
be missed too much in the nacho division. As pret-

the workplace.

quicker or better. Your in-
creased productivity will
make you more valuable in best nacho producers. Because pretzels had be-

zel production increased, however, more workers

If‘you learn a new skill you had to be switched. Those who could tie nice knots
. > went next—they weren’t essential to nacho pro-
will be able to complete a job duction either

As pretzel production increased, the only workers
left in the nacho division were those who were the

come so popular with consumers, there was little
choice but to shift even the expert workers from
nacho to pretzel production. The last workers to

switch represented a greater opportunity cost than
the first ones did, because they were more valuable as nacho
makers than as pretzel twisters.
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Use the following data from the factory to complete a graph—or
draw one on a separate sheet of paper. When you finish, you will
have a production-possibilities curve.

Cases of nachos the factory

Cases of pretzels the factory
can produce in one hour

can produce in one hour

300 0
275 50
240 100
195 150
140 200
75 250
0 300
4
1
B.
21T
[=P]
N
®
o
1
| | | | o I
T I 1 T 1 T
Nachos

The curve represents the maximum output of this firm. At Point A,
the firm is producing less than its potential. What about Point B? How
can a company reach beyond the limit of its production possibilities?

Here’s how: Technology and automation can increase productivity
so that production possibilities increase. By using resources in a
faster, safer, more efficient way, a firm can expand its production
possibilities and generate increased output.

Module 5, Lesson D

Ask students to complete the graph on this
page. Point out how each increase in the
output of pretzels results in an increasing
cost in terms of nachos that are not pro-
duced: When the first 50 cases of pretzels
are produced, the cost is 25 cases of
nachos; when the second 50 cases of
prefzels are produced, the cost is 35
cases of nachos; when the final 50 cases
of pretzels are produced {and pretzel
production is at 300 cases) the cost in
nachos is up to 75 cases. You may wish
to show this production-possibilities curve
on the chalkboard or overhead display to
help students understand the concept.

Nachos Pretzels
300 0
T~ ~——
275//’25 50//’50
\ \
=35 =50
240 100
=45 =50
195 150
=55 =50
140 200
65 =50
75 250
75 =50
0 300

Answers to the questions about Point A
and Point B on the graph appear in the
Student Guide; however, further class dis-
cussion may enhance students’ under-
standing of the concept.
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HE number of people
who have been dis-
placed by technology is
soaring. Automation
has been shrinking
manufacturing pay-
rolls for years, and
now it is spreading
into the much larger
service sector. Smart
machines and networks
are raising service produc-
tivity, but they are also destroy-
ing many jobs and slowing the
creation of new jobs.

Some economists think the
pain caused by today’s technology may last longer than the
pain caused by earlier technological advances. They cite
two reasons for this. First, tractors put only farmers out of
work, and machine-tool automation replaced only factory

. workers, but smart devices and computer networks can in-
vade almost every job category involving computing,

Productivity Is Rising Fast—and So's Job Insecurity

communicating, or simple deduction. They can fill ou
check mortgage-loan forms, transfer phone calls, and even::
allow cows to milk themselves. Second, the power of de-
vices and networks run by microprocessors and software is
increasing rapidly, roughly doubling in performance about
every 18 months. This trend leads to reductions in the cost
of microchip-based technology, allowing it to be used:
much more widely and rapidly.

“The pace and intensity of technological adva
out historical precedent,” says Robert M. White, p
of the National Academy of Engineering. “The Cré;a
new industries may not provide enough jobs fast encugh
replace those lost as a result of technologically caused p
ductivity increases.”

Although automation “generally benefits everyo
time,” says Michael Zucchini, vice chairman:
nancial Group, Inc., “the question is, how Ion
time comes?” ‘

—Adapted from G. Pascal Zochory, ”Worned Workers, v
Wall Street Journal (June 8, 1995); adapted by permission of :
Wall Street Journal, ©1994 Dow Jones & Company, Inc.; all

rights reserved worldwide

SUMMARY

Ask students to read Net Gain. Review
the four content statements, and encour-
age discussion to elicit actual examples of

NET GAIN

How do high-tech blood scanners and displaced workers help you un-
derstand productivity in the economy? If you think about the choices

each. that were made by workers and businesses 1n this lesson, you should
recall the following points:

1. Productivity is a measure of output related to input. If outputs
rise with no increase in input, that’s an increase in productivity. If
inputs are reduced without a loss of output, that too is an increase
in productivity. If you learn a new skill, you will be able to com-
plete a job quicker or better. Your increased productivity will make
you more valuable in the workplace.

2. Businesses choose to invest in new technology because it can
increase productivity. Automation is one way to increase pro-

ductivity, because machines allow workers to complete a task in
less time or with less effort. As you begin your career, you will be
more productive as you learn to use new technology. Every new
skill you learn enhances your human capital and your productivity.

3. Economic efficiency and economic equity involve trade-offs
and opportunity costs. Using machines may mean giving up
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jobs, and jobless citizens may not be able to support their families
adequately. Households, businesses, and governments must make
tough decisions about productivity, and every choice means giv-
ing up something else. Your decisions in the workplace and at the
ballot box will affect your job and the jobs of others.

4. Governmental programs seek to assist displaced workers.
Training programs and transfer programs help workers. Training
improves their human capital, and transfer programs provide in-
come until they find new jobs. When you work, you provide tax
dollars to programs such as social security, medicaid, and others
that help people who do not have jobs and income.

BUILDING ON SUCCESS

Parr of the federal budget is allocated to support social programs.
Programs such as Supplemental Security Income (SSI) and Aid to
Families with Dependent Children (AFDC) depend on tax dollars.

Another part of the budget is spent on the national debt. As the na-
tional debt grows, a larger portion of the budget is needed to pay in-
terest on the debt. (People who own savings bonds or U.S. Treasury
bills, notes, and bonds receive much of that interest.) Some people
believe that social programs would receive more funding if the na-
tional debt were eliminated.

What is the national debt? And how does it differ from the federal
budget deficit?

Demonstrate your understanding of the difference between the defi-
cit and the debt by completing the following activities.

1. Use the library or a computer service to find data about the fed-
eral deficit and the national debt from 1945 until the present. Use
charts, tables, and graphs to illustrate your findings. Be sure you
can explain increases and decreases in both the deficit and the
debt. Be prepared to share what you learn with the other mem-
bers of your class.

2. Look through current magazines and newspapers for articles
about the national debt and the budget deficit. After reading the
articles, design your own plan for deficit and debt reduction.
Present your plan to the class.

3. Find out whether other countries have deficits and debts. Design
a poster that compares these nations: Japan, Germany, France,
Canada, and the United States. Display your poster in class.

Module 5, Lesson D

EXTENSION

Ask students to read Building on Success.
Help them understand the difference be-
tween the federal budget deficit and the
national debt. (The deficit is the amount
by which the government's expenditures
exceed its revenues in a year; the national
debt is the total of a government's deficits
over time.) Encourage students fo use the
library to find information about the size
of the debt and the size of the deficit in the
past fiscal year (the federal government's
fiscal year begins October 1).

When students have obtained the informa-
tion they need, they should display their
findings using charts, graphs, and tables.
Each student should be prepared to pre-
sent a short statement outlining his or her
approach to reducing the deficit and the
debt. Remind them that each choice has a
cost: Their decisions to cut some programs
will mean that the people who benefit from
those programs will no longer receive as-
sistance. Although the issue of equity is
not addressed in these activities, students
may introduce it. Encourage discussion of
both efficiency and equity.”




ASSESSMENT

Two types of assessment are provided for
you to evaluate students’ comprehension
and mastery of the material presented in
this lesson.

ON Your OwWN

This activity is designed to be completed
as homework, but you may wish to have
students do some or all of it in class.

Answers:
1. 55 keys per hour
59 keys per hour
58 keys per hour
56 keys per hour
Nicky is the most productive worker.

Pat would be laid off because Pat is
the least productive worker.

2. The correct matches are:

Frank Sprague, high-speed electric
elevator

Thomas Edison, phonograph

Joseph Dixon, graphite pencils
Edmund Cartwright, loom

R. Buckminster Fuller, geodesic dome
Viadimir Zworykin, iconoscope

Economics at Work

QUALITY CONTROL
ON Your OwN

You have learned a lot about productivity and workers in this les-
son. Use what you now know to help you solve the following prob-
lems. Do your figuring in the blank space on this page, and write
your answers on the lines provided, or use a separate sheet of paper.

1. Compute the productivity per hour of the workers at the Aard-
vark Key Company.

* Pat produces 275 keys in 5 hours.
* Nicky produces 354 keys in 6 hours.
* Chris can make 406 keys in 7 hours.

* Jamie’s output is 504 keys in 9 hours.
Which worker is the most productive?

Which worker would you lay off if a new machine allowed three
workers to do the work of four? Why?

2. Do a little research in an encyclopedia or other reference work
and match the machine on the left with its inventor on the right.

a. phonograph Frank Sprague .

b. geodesic dome Thomas Edison

c. iconoscope (movie camera tube) Joseph Dixon

d. power loom Edmund Cartwright
¢. graphite pencil R. Buckminster Fuller
f. high-speed electric elevator Vladimir Zworykin _
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3. Choose any two of the inventions listed in the preceding activity,
and explain how they increased the productivity of the industries
in which they were used.

“You must learn day by day, year by year, to broaden
your horizons. The more things you love, the more you
are interested in, the more you enjoy...the more you
have left when anything happens.”

—Ethel Barrymore, American actress

IN CLAss

These questions should be answered while you watch a special sec-
tion of the videodisc that your teacher will play for you. Write your
answers on the lines provided or on a separate piece of paper.

1. We’ve seen that many tasks that were once done by hand are
now automated. How does automation increase productivity?

Module 5, Lesson D

3. Accept any suitable responses.

AsseSSMENT-TRACK QUESTIONS
Besides appearing in the Student Guide,
the questions under the heading In Class
are contained on a special assessment
track of the videodisc for this module. Us-
ing the appropriate disc side, you can ac-
cess each question by swiping its barcode.
Each question is presented as a voice-over
to part of a video program that students
previously watched. The video will pro-
vide students with valuable cues, enabling
them to generalize previously learned ma-
terial to new situations.

Assessment Question 1

1. Productivity in the United States has
more than doubled since 1948. Pro-
ductivity can be increased by providing
workers with additional capital goods,
such as tools and machines, together
with the knowledge to operate them.
Machines often perform tasks that are
repefitive and dangerous and that re-
quire extreme precision, great strength,
great speed, or some combination of
these. Automation of these tasks frees
human labor to engage in higher-
skilled and higher-wage jobs.
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Assessment Question 2 2. This medical lab is considering the purchase of a blood-analysis /

m |'|I |||||| |“ ||” ’I V"‘l m”"“ H machine, which performs a task lab technicians used to do. Why -

2 would this lab, and other firms, take steps to have machines do h

2. A firm makes its decisions with the pri- the work people once did? o
mary goal of maximizing its profits. By

doing so, it benefits the owners, the e

employees, and the market it serves.

Sometimes this pursuit of profit results
in the substitution of machines for bt
people. Workers can protect their live-

lihoods by acquiring the higher level of
skills that the modern workplace in- —
creasingly requires.

Assessment Question 3 3. Is there anything good about automation? Are workers really re-

IR placed by it

3. Automation often increases productivity -
and profits, with the result that a firm’s
owners and stockholders benefit. Auto-
mation often can increase the produc- o
tion of a good or service; therefore,
consumers benefit by getting a final
output of higher quality. Furthermore, —
the workers who are needed to operate
the automated process are generally
more highly skilled, and so they benefit e
by earning higher wages.
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4. When firms replace people with machines, they do so to pursue
greater efficiency. But a society also values equity. How do we,
as a society, deal with equity concerns as automation in the
workplace increases?

_maw Module 5, Lesson D

Assessment Question 4

. Some societies, including that of the

United States, believe that when the
market results in incomes that are so
low that people cannot sustain a mini-
mum standard of living, the govern-
ment should redistribute income fo
assist them. The government has a va-
riety of programs to help the poor and
the jobless (including workers who
have been displaced by automation).
The government’s main tools have
been job-training and income-transfer
programs. But the pursuit of equity of-
ten comes at a cost of less efficiency
and less incentive to be productive.
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ECON BRIEFING

E cool—stay in school! Okay, you’ve heard it before. It sounds

hokey, like some adult trying to sound hip. So forget the slogan.
It’s not the slogan that keeps kids in school anyway. It’s the realiza-
tion that every day you spend in school increases your personal mar-
ketability. School is an investment in your future.

Investment comes in many shapes and sizes, but it falls into two main
categories. Investment in human capital is investment in education
and training—it’s an investment in human resources. Investment in
capital goods is investment in the tools, machines, buildings, and
other capital resources that will allow society to produce things now
and in the future. Both forms of investment ensure that society will
have economic growth.

WHAT You'LL LEARN IN THis LEssoN

« Investment in human capital makes labor more productive.

« Increasing productivity increases a

society’s standard of living. “None of us

 All investment, whether in human suddenly be-
capital or capital goods, has an oppor- comes some-
tunity cost and involves taking risks. thing overnight.

 Creating more capital goods involves a The prepara-

tions have been

in the making

for a lifetime.”
—Gail Godwin,

American writer

trade-off: fewer consumer goods or ser-
vices in the present in return for higher
expected productivity in the future.

e Hconomic growth means producing in-
creasing quantities of goods and ser-

vices over the long term.

A nation’s potential Gross Domestic Product (GDP) depends on
the quality and quantity of its natural resources, the size and skills
of its labor force, and the size and quality of its capital resources.

Module 5, Lesson E

TotAaLLy COOL

Materials

This lesson uses the videodisc {or video-
tape) program Totally Cool Investment
Tool. To complete the activities, students
should use recent issues of newspapers.

INTRODUCTION

In this lesson students examine the role of
investment in economic growth. Economic
growth is measured as Gross Domestic
Product (GDP). GDP is not a perfect mea-
surement in that it doesn’t account for en-
vironmental quality, nonmarketed goods
and services, or the underground econ-
omy. Despite its shortcomings, however, it
is a useful measuring rod for economic
progress and the standard of living.
Achieving economic growth requires in-
vestment in capital resources and in hu-
man capital. Both types of investment
involve opportunity cost and risk.

Goats

Students will be able to demonstrate their
understanding of the costs and benefits of
investing in the economy. They will in-
crease their awareness of development of
human copito|—the combination of skills,
education, and other qualities that will in-
crease their marketability and productivity
in the work force. They will recognize that
a direct relationship exists between invest-
ment in capital resources and economic




growth and that economic growth leads to
a higher standard of living. They will also
recognize that every investment entails an
opportunity cost and associated risk.

OBJECTIVES

Upon completing this lesson, students will
be able to:

* evaluate the opportunity cost and
trade-offs of investing in capital
goods and human capital

* explain the relationships among in-
vestment, productivity, and creation
of wedlth by a nation

* explain how a government may use
its country’s increased wealth to ad-
dress concerns of equity

LessoN DEscripTION

This lesson focuses on investment in capi-
tal resources and in human capital as @
means of increasing the economic well-
being of society and the individual. For
society, investment in capital resources
and human capital leads to increased
productivity and a higher standard of liv-
ing. For the individual, investment in capi-
tal resources and human capital leads to
increased productivity and a higher in-
come. In the video, two friends— cowork-
ers in the construction industry—discuss
the opportunity costs, risks, and benefits
associated with investment in capital re-
sources (tools for the job} and human
capital (education).

Economics at Work

PAYBACK
A typical 16th birthday...

“Look, Mom, Aunt Bertha sent me $100 for my birthday!”

“You’re going to want me to put $50 of that money in your bank ac-
count, aren’t you?”

It sounds like a question, but it’s really an order. And you thought it
was your money!

You might receive money as a gift, or you may have to work for it.
If you already earn a paycheck, you know that some of your pay is
withheld for taxes. The money left over after taxes are deducted is
your disposable income, and there are two things you can do with it:
spend it or save it. If you spend it now, you are using it for current
consumption. If you save it, you are setting it aside for future con-
sumption. But if you’re going to use it for consumption in either
case, why shouldn’t you spend the money on what you want right
now instead of waiting?

Maybe your mom or dad has started a savings account for you. Or
maybe you opened your own. If so, what are you saving for? You
might have something specific in mind: a car of your own...a com-
puter system... future education. Whatever your goal, one thing is
certain: You're saving because it takes more than what you get in
your weekly paycheck or allowance to pay for the big things in life.
You have to give up some of the smaller things you’d like to have
now in order to accumulate enough money to pay for a big-ticket
item in the future.

Have you ever heard someone say, “I’'m saving for a rainy day”?
The “rainy day” stands for tough times, when money might be

American Savings Fall Short

IN the past 20 years, Americans have saved an
average of 6.8 percent of their disposable in-
come. This may seem like a lot, but look at the
savings rates of other countries. In the same
period, the personal savings rate was 17.3 per-
cent in Japan, 12.7 percent in West Germany,
and 12.5 percent in Canada. Why is a low sav-
ings rate a problem? It all goes back to supply
and demand. When Americans save less, there
is less money to lend to persons and companies
that want to invest in human and physical capital. When the supply of money is low, the
demand for it bids up the cost of money, raising the cost of capital.
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short. Saving is a way to achieve your eco-
nomic security; it’s a way of investing in
your future.

It’s hard to save money. As a matter of fact,
most Americans save very little for the fu-
ture. Most people want expensive things,
and they want them now!

In this lesson you will learn that building
human capital is an investment in your fu-
ture. Investment in human capital, along
with investment in capital resources, will
increase your productivity. This is a benefit
for you and for society as a whole. For you,
increased productivity will lead to increased
wages. For society, increased productivity

at Work

will lead to a higher standard of living. The opportunity cost of night school is the extra pay Chris would give up.

frconcepts

capital resources—manufactured goods, such as buildings,
tools, and machinery, that are produced for the purpose of
making other goods

current consumption—income used to purchase goods and
services and not saved for future consumption

Gross Domestic Product (GDP)—the total market value,
expressed in dollars, of all final goods and services produced
in an economy in a given year

investment in capital resources—expenditures by busi-
nesses on new capital goods (plant, building, and equipment
purchases) and by households on new homes

investment in human capital—expenditures of time, effort,
and money to improve the stock of knowledge and ability
that people possess

opportunity cost—the highest valued alternative that must
be given up because another option is chosen

saving—income earned but not used for current consumption

trade-off—accepting or choosing less of one thing to get
more of something else

Module 5, Lesson E

Key Terms

Prepare a poster listing the Econcepts, or
write these key terms on the chalkboard.

PREVIEW

Ask students to read Econ Briefing, includ-
ing What You'll Learn in This Lesson and
Payback (pages 103-105). Discuss the
main topics, and brainstorm any questions
that students may have. You may want to
put their questions on a chart or chalk-
board and to display it throughout the
lesson.

Introduce the Econcepts, and give contex-
tual examples of each. Ask students to re-
fer to them as needed during the lesson.




Ask students to read Power Up and fo
complete the activities in this section. Stu-
dents will discuss the difference between
a consumer good and a capital resource.
Make sure they understand that the same
good can be both a consumer good and
a capital resource, depending on its use.

Students may respond:

desks, pencil sharpener, computer, book-
shelves, chalkboard, television, VCR

Desks, pencil sharpener, computer, book-
shelves, television, VCR could all be con-
sumer goods.

Pencil sharpener, computer, bookshelves,

chalkboard, television, and VCR could all

be found in a real-estate or doctor’s office;

a computer, felevision, and VCR might be
found at a department-store cosmetics
counter or in a hardware or building-sup-
ply store.

VIDEO CORE

Have students read the five paragraphs
that introduce Take a Closer Look. Clarify
any points they have difficulty understand-
ing, and then have them complete the ac-
tivity at the end of the section.

Economics at Work

POWER UP

WHAT do a hammer, a baseball glove, a computer, and a stove have
in common? They are all consumer goods (sometimes). And they are
all capital resources (sometimes). It depends on how they are used.

If a good is used in a business—if it helps workers do their jobs—it
1s a capital resource. A hammer can be used around the house to
pound a nail into a wall, or it can be used by a carpenter to build a
house. In the first case, it’s a consumer good; in the second, a capital
resource. A baseball glove is a consumer good when a Little Leaguer
wears it onto the field, but on Ozzie Smith’s hand it’s a golden capi-
tal resource. A computer is a capital resource in a school or business.
A stove is a capital resource in a restaurant.

Look around the classroom. How many capital goods can you spot?
List them on the following lines or on a separate sheet of paper.

Now discuss these questions with your class:
* Which capital goods on your list could also be consumer goods?

« In what businesses could the capital resources on your list be used?

TAKE A CLOSER LOOK

WHEN capital resources are used in a business or to help perform
work, they are investments, and investments help to ensure future
economic growth. Look at it this way. Every good or service that a
firm provides must come from the same stock of resources; there-
fore, the quantity of goods and services that can be produced is lim-
ited. In economics, this limit is called the production-possibilities
frontier. It is the point where all of a country’s resources are being
used—they are fully employed. When full employment has been
reached, one more unit of a good cannot be produced without giving
up some amount of another good.

There are ways to increase the ability to produce. First, firms can de-
velop new technologies. Technological advances in agricultural sci-
ence, for example, have led to plants that resist insects and crops that
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can survive harsh climates. So even
though the U.S. population keeps grow-
ing, there is more than enough food for
everyone. What’s more, that food 1s grown
on less land than formerly was needed,
and fewer workers are used to produce it.

Another way to expand the frontier is to
increase resources. You might think that
all available resources have already been
discovered. But technology leads to new
discoveries and new uses for old materi-
als. Natural substances that once were
thought to have no value have become
valuable through technology. For exam-
ple, farmers clean out their livestock pens
and dump the waste into compost heaps.
A pile of straw and manure might look
absolutely worthless, but the process of
composting produces methane gas, which
can be turned into methanol fuel. Human
resources can increase too. A society can
experience an increase in population,
which increases its labor force. More im-
portant, the quality of the labor force can
be increased by developing human capi-
tal through education and training.

Finally, a country can invest in capital re-
sources. Farms provide another example:
Crops originally were gathered by hand.
Eventually resources were used to manu-
facture machines for harvest. People had
to give up some current consumption in
order to divert resources to the produc-
tion and consumption of farm equipment.

Give an example of how the U.S. has ex-
perienced economic growth through new
technologies, discoveries of new re-

Where Corn Is Goi‘ng;

1onEER Hi-Bred Internation
been dedicated to traditior:
ing and advanced plant science for m
50 years. The following timeline shows
innovation and technology can improVe"
production and the product.

1940s— Pioneer plant breeders recogniz
nomic importance of insects and begin |
ing plants for European corn borer tol

1962— Scientists discover ancestor of mode
corn in the Tehuacan Valley, Mexico*

1965—U.S. corn harvest j Jumps to 74 1 bush- g
els per acre.

1969-— Pioneer® Brand 3369A brlngs a
level of yield to the Southern Corn Belt. L

1972 —Pioneer releases four of the first specialty corﬁ‘hy‘b
developed (a hybrid is a type of plant developed from differe;
eties of the plant); U.S. corn harvest averages 97 bushels per;

1980s— Pioneer begins testing hybrids with increased oil éoﬁté
1982— U.S. corn harvest averages 113.2 bushels per acre.. -

1987 —Pioneer begins focusing on biotechnology as an approach to ‘
developing hybrids with insect resistance. i

1990s— Technology allows corn to be used in more than 300 prod-
ucts, including compostable plastics and biodegradable packing
“peanuts.”

1990 — Pioneer introduces its first herbicide- remstant hybrld, P
ing growers with more ways to control weeds.

1992 —Field testing begins on Pioneer hybrids that have"ELirbp ‘
corn borer resistance developed through biotechnology; U.S. corn
harvest averages 131.4 bushels per acre. A Pioneer hybrid wins Na- 1.
tional Corn Growers yield contest with yields at 330 bushels per acre.

1994— Pioneer dedicates a new research facility, expanding efforts -
to deliver products that help farmers increase their yields, reduce in- -
put costs, and create more uses for crops. f .

—Pioneer Hi-Bred International, Inc.

sources, or investment in capital. Use the following lines or another
sheet of paper to express your ideas, and then share them with your

classmates.
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Economics at

WHAT You'LL See

ON THE SCREEN

Investment is definitely a
good thing, but it has a
down side. One problem
is that every investment
has an opportunity cost.
For every dollar spent on
investment, one dollar
less is available for pres-
ent consumption. “Shop
Till You Drop”...“I Brake
for Malls”...bumper-
sticker sayings like these
suggest how much
Americans like to con-
sume. Another problem
is that investment often
involves a risk. Think
NN how you would feel 1f
“Every dollar an individual or firm spends on investments today is money that can't be spent you had invested four
on the next best alternative.” years of your life study-
ing engineering in college, only to discover, when you graduated, that
companies weren’t hiring engineers; in fact, they were laying them
off. It’s happened.

In “Totally Cool Investment Tool,” you’ll see two young construction

workers discussing their investment options. In the opening segment
INTRODUCTION TO THE VIDEO of the video, you’ll get a clear picture of the opportunity cost and risk
Have students read What You'll See on associated with investment, and you’ll learn why investment is im-

the Screen. The documentary segment ex- portant to economic growth.
plains that investment in capital resources
and human capital brings about eco-
nomic growth and that opportunity cost
and risk are associated with investment.

Then in the Economic Puzzle Challenge sequence, you’ll see why
investment is not an easy decision—it’s that “opportunity cost” thing
again.

Vipeo-BASED AcTiviTiES, PART 1
Have students read the two introductory
paragraphs of Talk This Over. Then start
the videodisc (Side 12), and swipe this
barcode to play:

Tak Tris Over

Henry Ford... Andrew Carnegie...John D. Rockefeller...Can you
imagine what they’d say if they could see the United States today?
They might say the same thing your relatives used to say about you:
“Look how you’ve grown!” These famous entrepreneurs boldly in-
vested in new processes, accepting the opportunity cost and the risk
and helping the U.S. advance. The standard of living that Americans
enjoy today was, in part, furnished by the investments these three
persons made.

Totally Cool Investment Tool
(introductory segment)

VI
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Economics

Economic investment can take many forms. But all investments have
something in common—they cost. In the video, Buzz is busy in-
creasing his human capital. His textbooks play a part in his develop-
ment into a productive player in the labor force. But he recognizes
that he is giving up all the goods he could buy with his textbook
money. It can be a tough decision.

The video pauses on a screen with the following questions.
Have you ever made an investment?
How is education an investment?
Answer the first question on the lines below or on a separate sheet of

paper. Describe an investment you made (if any), and then discuss
that investment with the other members of your class.

Now think about ways in which education can be considered an in-
vestment. Write your ideas on the lines below or on your other pa-
per, and then share your thoughts with your classmates.

For More...

What kinds of investments could you make today? Do you think
you’re too young to be a serious investor? Actually, you’re never too
young to enhance your future opportunities. Maybe the investment
you can make is in yourself—your own physical well-being or your
knowledge and skills. Investments in good health and education and
training are investments in human capital.

The nutritional and recreational habits you develop now may be with
you as long as you live. The healthier you are, the more productive
you will be. It’s important to invest in good health now. You may feel
healthy and strong today, but you won’t be young forever. As for edu-
cation, sure, schoolwork is hard, but no pain no gain. The higher your
educational attainment, the higher your future earnings, on average.

Furthering your education can take many directions. The trades, such
as carpentry, plumbing, and electrical work, maintain their own train-
ing facilities in many cities. You can also learn these trades and many

Module 5, Lesson E

The video will pause on a screen with the
following questions {which also appear in
the Student Guide).

Have you ever made an investment?

How is education an investment?

Encourage students to respond in writing.
Then lead a discussion of the various in-
vestments that they list.

Students should make these points: Educa-
tion provides people with knowledge and
skills that will make them valuable and
productive in the labor force. Productivity
is directly related to income, and so edu-
cation provides future economic securiy.

Further Discussion

Have students read For More... beginning
on this page. Ask them fo discuss educa-
tional and job-training programs with
which they are familiar.

A more highly skilled
work force increases pro-
ductivity, not just for
individuals and firms but
Jor the whole country.




VIDEO-BASED ACTIVITIES,

CONTINUED
Have students read the introductory para-

graph to the second Talk This Over section.

Then swipe this barcode to generate the
following questions (which also appear in

the Student Guide).

What investments have been made
by businesses in your community?

What were the opportunity costs?

AT

Again encourage students to respond in
writing and to share their thoughts.

Economic Puzzie CHALLENGE,
Parr 1

Before swiping the barcode, ask students
to read the introductory paragraph of
Economic Puzzle Challenge, Part 1. Then
swipe this barcode to play:

Economic Puzzle Challenge, Part 1

AT

When you invest
in human cap-
ital...you may be
postponing cur-
rent income, but
it’s so that you’ll
have more, not
less, income in the
future.

Economics at Work

other careers in technical schools. Community colleges offer specific
career certificates and associate degrees. Even employers offer
classes and training to develop the skills that their workers need.
Look at your various options, and take advantage of opportunities to
obtain the training you need and to grow in your job.

TALK THIs OvEr

Where do you like to shop? Where do you buy your clothes, your
sunglasses, your CDs? Where are your parents employed? Where
do you work? All of these places are businesses that were estab-
lished by someone who was willing to take a risk.

The video has more questions for you to answer:

What investments have been made by businesses in your
community?

What were the opportunity costs?

Write your answers on these lines or on another piece of paper.
Then discuss your ideas with the other students.

Economic Puzzie
CHALLENGE, PART 1

Carla is heavily into learning. As
an apprentice carpenter, she is
learning a trade from someone
with more experience. But that’s
not all. She’s also investing in
her human capital through
classes, because she’d like to start
her own firm someday. But when
she completes her training and
education, she’ll still be only part
of the way to her goal. As you
watch the next part of the video,
think about other types of invest-
ment that Carla will need to
make if she wants to have her
own company.
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Decision Time

At the end of the first part of the Puzzle Challenge, the screen poses
this question:

Which investments are matched correctly with an opportu-
nity cost?

Use the lines below or a separate piece of paper to mark your
choices and to explain your answers. Then watch the video to see
the results of your decisions.

1 A.Night school—Less leisure time [i.e., some time is given up]

[0 B. Night school—Less future income

[0 C. New tools—Night school

[0 D. New tools—No skates [1.e., new skates are given up]

Changing and Moving On

“If we don’t change, we don’t grow. If we don’t
grow, we are not really living.”
—Gail Sheehy, American journdlist and writer

“A dead end is one of the strongest motivators for
making people look elsewhere.”

—Michael Stern, American businessman

_mar Module 5, Lesson E

Video-based Questions

The video will pause on a screen with the

following challenge {which also appears
in the Student Guide).

Which investments are matched cor-
rectly with an opportunity cost?

Assist students in analyzing each of the
possible responses. Then swipe barcodes
for the options you wish fo view.

A. Night school—Less leisure time
[i.e., some time is given up]

LRI

Analysis: Night school is an investment in
human capital and, as with all investments,
carries an opportunity cost. The opportu-
nity cost is the next best use of the re-
sources—for example, leisure activities.

B. Night school—Less future income

(T

Analysis: Investing in human capital en-
hances future income. This answer is in-
correct.

C. New tools—Night school

TR

Analysis: Although night school could be
the opportunity cost of new tools, in
Carla’s case she is not giving up night
school to buy tools. She is giving up new
skates.

D. New tools—No skates
[i.e., new skates are given up]

TR

Analysis: Investment in capital resources

uses dollars that could be used for current
consumption. In this case, the opportunity
cost of investing in capital resources (new
tools) is current consumption (new skates).




Further Discussion

Encourage students to read For More...
on this page and fo discuss their plans to
further their education. Be sure to have
them discuss the opportunity cost of any
decision.

Possible responses include: loss of income
because of postponement of full-time em-
ployment, loss of current consumption,
loss of other educational opportunities.

Some of a country’s economic growth
depends on its natural resources. But
research shows that investment in hu-
man capital has the biggest impact on
growth and on the creation of wealth.

Economic Puzzie CHALLENGE,
Parr 2

Before swiping the barcode, ask students
fo read the introductory paragraph of
Economic Puzzle Challenge, Part 2. Then
swipe this barcode to play:

Economic Puzzle Challenge, Part 2

M

Economics at Work

For More...

Every investment has an opportunity cost. Sometimes it’s a snap to
decide whether to invest. For instance, Carla scemed to have little
trouble giving up a night or two to go to school. For Chris, the deci-
sion was more difficult— he was reluctant to give up his leisure time.
For Chris, the opportunity cost of night school was greater than it
was for Carla.

After high school, you will have some decisions to make. Where do
you plan to continue your education? What will be the opportunity
cost of this investment? Discuss these questions with the other mem-
bers of your class.

Economic Puzzie CHALLENGE, PART 2

Investment takes many forms. People invest in themselves. Busi-
nesses invest in employees and in new buildings and equipment.
Governments invest in people and capital resources, including roads
and bridges—it would take a lot longer to get oranges and grape-
fruits from Florida to Minnesota if it weren’t for the interstate high-
way system.

Decision Time

The screen challenges you with another question:

What is the outcome of investing scarce resources?

Module 5, Lesson E _mm
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Mark your choice and explain your answer on the following lines or
a separate piece of paper. Then watch the video to see the conse-
quences of your decision.

O A. Greater equality of income among society members

O B. Increased future productivity and wealth

[ C. Reduced scarcity of currently available resources

For More...

How can a nation tell if its economy is moving backward or forward?
It’s not easy. Depending on where you live and how the economy 1s
treating you, you might see the current economy as a boom or a bust.
The United States and most other countries use Gross Domestic
Product (GDP) to measure growth. GDP is the market value of all
final goods and services produced within a country in a given
year. It may help you to understand GDP by analyzing this definition
piece by piece:

» “Market value” is the price that was paid for a good or service.

» The phrase “all final goods and services” means that intermedi-
ate production, which happens along the way to the finished prod-
uct, is not counted. For instance, consider how a car is produced.
It starts out as raw iron ore, rubber, and petroleum, which eventu-
ally become steel doors, tires, and plastic dashboards. Sheet steel
is produced from the iron ore, but the market price of the sheet
steel is not counted in GDP. Then doors and other parts are built
and sent on to the assembly plant, but the market prices of these
parts are not counted in GDP. Finally, the door and other parts
are assembled, and the car is sold. Only now are the separate
parts, such as the doors, accounted for in GDP, which includes
the market value of the final good, the finished car. If the market

_ > Module 5, Lesson E

Video-based Questions

The video will pause on a screen with the
following question {which also appears in
the Student Guide).

What is the outcome of investing
scarce resources?

Assist students in analyzing each of the
possible responses, and then swipe bar-
codes for the options you wish to view.

A. Greater equality of income
among sociefy members

TN

Analysis: No. Investment in capital re-
sources and human capital increases pro-
ductivity and, therefore, economic growth
and wealth. These outcomes appear fo be
the main goal of most societies. The in-
crease in economic growth and wealth can
be used to address income equity. Tax rev-
enues increase as income increases, pro-
viding more money for public assistance
programs.

B. Increased future productivity
and wealth

Andlysis: Yes. This is the primary goal of
investment. Economic growth increases
wealth and enhances society’s standard of
living. {This option will play directly into
Economic Puzzle Challenge, Part 3.)

C. Reduced scarcity of currently
available resources

NV ERAR I

Analysis: No. Investment requires the use
of scarce resources; however, diverting
resources from present use to future use
increases economic growth and enhances
the standard of living.

Further Discussion

Ask students to read For More... begin-
ning on this page. It contains a discussion
of Gross Domestic Product. Clarify any
points students do not understand.




Economics at Work

value of all the intermediate goods were counted, GDP would be
greatly exaggerated. Now, back to the definition.

» The phrase “produced within a country” means all things pro-
duced within that country’s borders, even if the manufacturing
plant is owned by a company whose headquarters are overseas.

GDP is not a perfect measurement. For one thing, if there is no
record of an activity, it’s not counted as part of GDP. Barter activity
is not usually counted in GDP, and illegal ac-

tivities certainly aren’t counted. For another

DeSpite its shortcomin g5, GDP is thing, productive activities for which no one is
. paid are not counted. Cleaning the house or

a usef ul measur ing r Odf or eco- running errands are productive activities, but

nomic progress and the standard unless they are paid positions, they aren’t con-

0 f livin g, sidered part of GDP.

Although the GDP measurement is not perfect,

Economic Puzzie CHALLENGE,
Parr 3

Option B of Economic Puzzle Challenge,

Part 2 played through the introduction to

Part 3. If you wish to review the introduc-
tory part of the video, swipe the following
barcode.

Economic Puzzle Challenge, Part 3

T

it is still a valuable way to track economic
growth. As long as it’s counted the same way every year, a nation
can use it to spot changes in growth, If GDP shows a 2.5 percent
rate of economic growth one year and a 3.5 percent rate of growth
the next, then the economy is growing at an increasing rate. If in the
third year the economy grows at only 1.5 percent, economic growth
is slowing and governmental policy may be needed to stimulate it.

Economic Puzzie CHALLENGE, PART 3

Decision Time

That job offer paying $5 an hour sounds good, but don’t spend the
money yet. After taxes, you'd probably take home less than $4.50 an
hour. You have a lot of company—just about everyone has the same
complaint about taxes. And the more a person makes, the greater the
tax burden.

The U.S. income tax is a progressive tax, which means that people
who earn higher incomes pay a greater proportion of their incomes
in taxes than those with lower earnings. Just be glad you’re not mak-
ing $100,000 a year—you’d be paying about one-third of your tax-
able income to the government. No wonder many wealthy persons
invest in tax-free municipal bonds!

Where do your taxes go? Tax revenue 1s used to purchase govern-
ment goods and services. Tax revenue also funds transfer payments
that enhance people’s human capital and/or increase their standard of
living.
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The More You Make, the More You Pay

WHAT will T do? How much will I make? You’ve probably thought a lot
about these questions, but have you considered a third question: How
much will I pay in taxes? Knowing the answer to the third question will give
you a better idea of how much of the money you earn will actually make it
to your paycheck. These were the tax rates for 1994:

Single Married filing jointly
Tax rate Taxable income Tax rate Taxable income
15% $0 to $22,750 15% $0 to $38,000
28% $22,751 to 55,100 28% $38,001 to $91,850
31% $55,101 to $115,000 31% $91,851 to $140,000
36% $115,001 to $250,000 36% $140,001 to $250,000
39.6% More than $250,000 39.6% More than $250,000

The term “taxable income” refers to the amount of income on which you
actually pay taxes. The personal exemption and other deductions lower your
taxable income. The most common deductions are the standard deduction
and the deduction for interest paid on a home mortgage. If you were single
and your annual salary was $24,000 in 1994, claiming the personal exemp-
tion of $2,450 and the standard deduction of $3,800 would have lowered

* your taxable income to $17,750 and your tax rate from 28% to 15%. Your
federal income tax would have been $2,662.50.

The video presents this question:

How does greater wealth affect government’s ability to ad-
dress income inequality?

Use the lines provided here or a separate piece of paper to mark
your choice and to explain your answer.

O A. Greater wealth = More tax revenue for transfer payments

O B. Greater wealth = Less tax revenue for transfer payments

For More...

When the economy is growing, there is a greater demand for goods
and services, and so more people are working. When more people

_m Module 5, Lesson E

Video-based Questions

The video will pause on a screen with the

following question {which also appears in
the Student Guide).

How does greater wealth affect
government's ability to address in-
come inequality?

Ask students to read Decision Time (page
114) and The More You Make, the More
You Pay on this page. Assist them in ana-
lyzing the two possible responses. Then
swipe the barcode of the option you wish
to view.

A. Greater wealth = More tax revenuve
for transfer payments

(HNRARE

Analysis: Yes. Greater wealth means
higher incomes. Higher incomes provide
more fax revenue, and so transfer pay-
ments may be increased. (This option will
play directly into Economic Puzzle Chal-
lenge, Part 4.)

B. Greater wealth = Less tax revenue
for transfer payments

(R

Analysis: No. See analysis A.

Further Discussion

Ask students to read For More... begin-
ning on this page and to discuss the ques-
tions at the end of the section.




Economic Puzzie CHALLENGE,
ParT 4

Option A of Economic Puzzle Challenge,
Part 3 played through the infroduction fo
Part 4. If you wish to review this infroduc-
fory part of the video, swipe the following
barcode.

Economic Puzzle Challenge, Part 4

(TR

Economics at Work

are working, the government collects more tax revenue. A portion of
the additional tax revenue can be distributed through various govern-
mental programs to reduce income inequality.

One argument against transfer payments is that they diminish
people’s incentive to work. In the U.S., some people receiving assis-
tance report that they would be worse off if they went back to work.
They point out that they would lose medicaid benefits and that their
child care expenses would eat up much of their income.

Contributing to the welfare of others through welfare programs is
not just a case of charity. In reality, both the taxpayer who provides
the transfer payment and the person who receives it benefit from
the program. To understand why this is true, look back at the issue
of human capital. Children whose homes are too cold in the winter
and who are under-

clothed and underfed '
are likely to grow up “The current welfare state is
unhealthy and under- projected to grow from $300 . |
educated. billion in 1994 to almost
What kind of labor $500 billion by the turn of
force can be expected the century. The average
from this group of American working family
people? Think about it. currently pays $3,800 a year
Also think about how to support the existing wel-
the condition of the la- »

fare state.
bor force affects pro- Senator Charles E. Grass!

s : —Jenaror aries k. orassiey,
ductivity a.nd cconomic “Welfare Reform,” CongressionZI
growth. Discuss these Record (July 18, 1994)
issues with your class-

mates. Be sure to ad-
dress the question of how taxpayers benefit by providing the funds
used for transfer payments.

Economic Puzzie CHALLENGE, PART 4
Talk This Over

Chris has discovered that the opportunity cost of choosing to invest
comes in many forms. You know that for every dollar invested, you
give up a dollar’s worth of current consumption. But you can also
choose among different kinds of investments, and selecting one in-
vestment opportunity means giving up another.

Chris could use his $500 in a variety of ways—present consumption,
a miter saw, or night classes. The miter saw and night classes are both
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forms of investment, but he can’t have them both. You will face simi-

Economics

at Work

lar investment decisions and experience similar opportunity costs.

Another set of questions appears on the screen:

Could you be investing more?

What would you be willing to sacrifice?

What would you gain?

Brainstorm ideas with the class, and then write your final response

on the following lines or on a separate piece of paper.

PUT IT TOGETHER

Use what you’ve learned in this lesson to analyze the economic be-

havior of the residents of Beaverville. Then, using the lines provided

or another piece of paper, answer the questions on page 118.

Beaverville

Welcome to Beaverville. Its residents are an industrious
bunch, busily chopping down trees all night long. The trees

Module 5,

Lesson E

“You know, I've been thinking about your

advice. Maybe I'll slack off on my hot dates
and take a night class.”

Video-based Questions

The video will pause on a screen with the
following questions {which also appear in

the Student Guide).
Could you be investing more?

What would you be willing to
sacrifice?

What would you gain?

Ask students to read the two paragraphs
that introduce Talk This Over. Then have
them brainstorm the questions. Encourage
students to consider all aspects of invest-
ment, including investment in their health.
Could they be taking better care of them-
selves? Could they be eating differently?
When the brainstorming session ends, ask
them to respond to the on-screen questions
in writing.

Side 12 Menu

LT

Quit Instructions

HURY TR

CLOSING

Have students read Put It Together, which
contains a brief fable about the economic
system in Beaverville. Ask students to an-
swer the questions that follow the story.
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They should respond: can be used for food, shelter, and storage space. The night’s

1. The second harvest represents capital first harvest is the next morning’s breakfast. The second har- -
investment because the beavers use vest is used to dam up a stream, forming a shallow pond )
these logs fo build a storage pond and over which the beavers build a shelter. The pond also serves -

shelter: This investment allows them fo

gather and store more logs in the future as a storage facility for the third batch of trees, which are

saved for food. Now that they have a food supply, their log-

2. The third harvest represents saving for ging can be devoted to more shelters and ponds. The addi-

future consumption. This wouldn't be

possible without the storage facility. tional ponds Will hold all the food they will need to get -
Now the beavers will be secure during through the winter. x\g
the winter, when logging becomes too — Adapted from Stock Market Unit, provided by Missouri Secretary of .
difficult. State’s Investor Education Project, Missouri Council on Economic Education o

~N 1. Which batch of trees rep-
" resents capital invest-
ment? Explain.

2. Which batch of trees rep-
resents savings? Explain.

Courtesy U.S. Fish and Wildhfe Service

One of the largest rodents in the world, a beaver can swim underwater for half a mile e
and can hold its breath for as long as 15 minutes.

3. The opportunity cost of saving frees for 3. 'What is the opportunity cost of cutting trees and saving them for

future consumption is current consump- future consumption? -
tion of the trees. The beavers could
chew on all of the logs now.

4. Beaverville will experience economic
growth because the beavers have in- L
vested in storage facilities and shelters,
and they have saved for future con-
sumption. The beavers will be safe and 4, How does investment in capital provide economic growth in —
well-fed, guaranteeing a healthy work Beaverville? N
force in the future. Providing shelter : (o
and food will allow the colony to grow.
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NET GAIN

In this lesson you have learned that sound investments in capital re-
sources and in human capital can enhance your future, both as an in-
dividual and as a member of society. Such investment can make you
more prosperous and secure. In particular, remember the importance
of investing in yourself by getting the right education and training.
By investing in your own human capital, you will be able to obtain
better jobs and achieve a higher level of satisfaction throughout your
career.

Here are the major points of this lesson:

1. Investment in human capital makes labor more productive.
Strive to develop your own human capital by getting the education
and training you need to succeed in the workplace. Your produc-
tivity will depend on how well you develop your human capital.
The government also has an interest in enhancing the labor force
through investment in human capital, because an educated and
skilled work force will be able to develop and use new technolo-
gies that increase productivity and because greater productivity
will benefit society as a whole.

2. Increasing productivity increases a society’s standard of liv-
ing. Your productivity will determine your income and economic
security throughout your career. Your productivity will also ben-
efit the entire economy, and a thriving economy will benefit you.
In other words, the more productive every member of the labor
force is, the more economic growth there will be. The increase in
the supply of goods and services stemming from economic
growth will allow you and the rest of society to have a higher
standard of living.

3. All investment, whether in capital goods or human capital,
has an opportunity cost and involves taking risks. Investment
in capital goods stimulates growth; however, dollars invested in
capital goods or human capital can’t be spent on CDs, cars, ste-
reos, and other desirable goods. Investment also carries a risk.
What if a company spends millions of dollars investing in capital
goods and human capital to produce a new product, but then the
product doesn’t sell? And what if you invest a great deal of your
time and money going to school, but then you can’t get the kind
of job you want? This is always a possibility; even so, investment
in education is never wasted. Your success in school shows a pro-
spective employer that you are willing and able to learn. Employ-
ers want willing workers. You will stand a much better chance of
getting a good job if you come across as a person who has dem-
onstrated the ability to learn new skills.

_ma Module 5, Lesson E

SUMMARY

Have students read Net Gain. Review the
six content statements, and encourage stu-
dents to suggest other examples for each
one.
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4. Creating more capital resources involves a trade-off of fewer

consumer goods or services in the present in return for higher

expected productivity in the future. Resources can go into the

production of consumer goods and services and the creation of
capital resources; however, because

~humanity....”

resources are scarce, society must

“You cannot hope to build a better world make decisions about how much cur-
without improving the individuals. To
that end each of us must work for his true for you: Every investment you
" own improvement, and at the same time make to enhance your future means

rent consumption it is willing to sacri-
fice for future growth. The same holds

that you must give up something now.

share a general responsibility for all Tt may be tough to set aside your

spending money, but every investment

—Marie Curie, French physicist that you make now will allow you

EXTENSION

Assign one or more of the activities in
Building on Success. Encourage students
to apply the concepts learned in the les-
son and to refer to the Econcepts (page
105) as needed.

more opportunities in the future.

5. Economic growth means producing increasing amounts of

goods and services over the long term. The increasing produc-
tivity associated with economic growth creates a greater supply
of goods and services, which provide a higher standard of living.
Every member of the work force, including you, contributes to
this economic growth. And every member of society, including
you, benefits from economic growth.

. A country’s potential Gross Domestic Product depends on the

quality and quantity of its natural resources, the size and
skills of its labor force, and the size and quality of its capital
resources. Gross Domestic Product is the market value of all fi-
nal goods and services produced in a country in a given year. If a
society invests in ways that increase GDP, everyone benefits. If
you have a job, you are already providing a good or a service that
is added to the GDP. Even if you’re not working presently, your
investment in your education is adding to the country’s potential
GDP. Future economic growth depends on the quality of your in-
vestment.

BUILDING ON SUCCESS

» Take a look at the employment ads in the newspaper. Choose a

job that interests you, and contact the company that placed the
ad. Arrange an interview with a person who holds a position
similar to the one advertised, and request a tour of the facility.
Be sure to ask the employee questions about the position, includ-
ing necessary qualifications for the job.
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Here are several questions you might ask:

* What does the company produce?

e How many workers does the firm employ?

* What are your responsibilities?

e What kind of training and education are required for this job?

* Does the company offer student internships?

* Does the company provide on-the-job training?

» Will the company pay for additional education of its workers?

Use as many of these questions as you wish, and add your own
to the list. If the idea of conducting an interview makes you ner-
vous, do a little research into the proper technique of interview-
ing. You will find some good tips in books about technical and
professional writing. After you conduct the interview, write a re-
port about this career opportunity. Be prepared to share your

findings with your classmates.

Children (WIC); food stamps; Sup-
plemental Security Income (SSI);
public housing through the
Department of Housing and
Urban Development (HUD).
Prepare an oral report for the
class. Be sure to outline eligibil-
ity requirements, the history of
the program, and its costs. Don’t
forget the opportunity costs—
the other possible uses for the tax
revenues. Discuss the following
issues. Does the program benefit
society as a whole? Does it re-
duce income inequality? Is the
program worth what it costs?
Should it be expanded or cut
back?

» Imagine you’re an advertising

agent and you’ve been assigned
the Sudsy Soap account. The

first thing you would have to do is define Sudsy Soap, create an

_ > Module 5, Lesson E

Work with two or three other students, and do some re-
search into a public assistance program. Possible pro-
grams are Aid to Families with Dependent
Children (AFDC); Women, Infants, and

Putting a Roof over Their Heads

(44 ‘ N ] ELEARE hotel” costs are staggering. The cost of a welfare
hotel room runs as high as $2,600 a month per family. That
much money could support two or three families in their own homes.

» In New York 333 hotels are used to shelter more than 1,400 families
at an average cost per family of $2,640 per month.

» In Massachusetts 55 hotels are used to serve more than 400 families
at an average cost per family of $2,100 per month.

» In New Jersey 18 hotels serve more than 450 families at an aver-
age cost of $1,571 per month.

» The monthly $2,100-per-family payment to welfare hotels in Bos-
ton is three times the monthly cost of renting an apartment.
— Adapted from Collin C. Peterson,

“Introduction of the Permanent Housing for Homeless
Families Act,” Congressional Record (May 18, 1994)




ASSESSMENT

Two types of assessment are provided for
you to evaluate students’ comprehension
and mastery of the concepts presented in
this lesson.

ON Your OwWN

The first assessment asks students to dem-
onstrate their knowledge of investment by
answering several questions regarding the
development of a business. Then students
are asked to write a brief report on how
they might invest to develop the business.

Appropriate responses:

1. Educational investment may include
classes in botany, horticulture, geom-
etry, accounting, business writing, of-
fice management, and computer
software. Students may also cite efforts
in physical development.

Economics at Work

“image” for it. What are its qualities? In what ways is it different
from other soaps? It’s not easy. Sudsy Soap smells good, but so
do most other soaps. Sudsy Soap is “gentle to the skin.” Big
deal—have you ever used a soap that left burns or blisters? So
what would you say? The truth is, most soaps are pretty much
alike, and people often buy soap according to the price. Human
resources can be a lot like soap. To set themselves apart from ev-
eryone else, they need to develop certain skills and abilities.

What if you were the “product” being advertised? What would
the ad say? You probably have a lot of good qualities: You’re
smart, honest, personable, diligent.... These are all solid, market-
able characteristics. But many people have these qualities. How
can you advertise yourself so that you stand out from the crowd?

The first thing to do is create a print ad. But don’t make it look
like a display ad in a newspaper. Write a résumé instead. A
résumé is a lot like an ad, and you will need one when you apply
for a job. You can find a sample résumé in a book that tells you
how to apply for a job. List your educational background and
your special talents and skills. Describe your work experiences
and your special interests. Be prepared to share your résumé
with your classmates.

QUALITY CONTROL
ON Your OwN

Courp you apply what you have learned in this lesson to develop a
business of your own? Try it. Use your knowledge of investment to
answer the following questions on how you would develop a land-

scaping firm. Landscaping is a big money-maker in many parts of
the country. It may involve everything from simple grass cutting to
planning and maintaining large gardens.

Use the blank lines provided or a separate sheet of paper for your
responses.

1. What kind of investment in human capital could you make now
to prepare yourself for developing a landscaping business?

Module 5, Lesson E _
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2. What are some ways you might attain the human capital you
would need to succeed in this business?

3. What opportunity costs might be involved in developing your

human capital for this career?

4. What capital resources would be useful in this enterprise?

5. What could you do now to position yourself for acquiring these
capital resources in the future?

Look at your various op-
tions, and take advantage
of opportunities to obtain
the training you need and
to grow in your job.

Module 5, Lesson E

2. Technical schools, community colleges,

and universities may offer programs in
this area. One might also work part-
time for a landscaping firm to receive
on-the-job training and to obtain pro-
fessional experience.

. Answers will vary, but in general train-

ing in this area will divert time, effort,
and money away from the next best
alternative.

. Lawn mowers, gardening equipment,

trucks, and trailers are some of the
capital resources necessary in this line
of work.

. Some amount of current consumpfion

must be given up in order fo acquire
future capital resources.




AssesSMENT-TRACK QUESTIONS
Besides appearing in the Student Guide,
the questions under the heading In Class
are contained on a special assessment
track of the videodisc for this module. Us-
ing the appropriate disc side, you can ac-
cess each question by swiping its barcode.
Each question is presented as a voice-over
to part of a video program that students
previously watched. The video will pro-
vide students with valuable cues, enabling
them to gener0|ize previous|y learned ma-
terial to new situations.

Assessment Quesfion 1

MR OO

1. All investment dollars, allocated to ei-
ther physical or human capital, have an
opportunity cost of foregone consump-
tion today. Every dollar of investment
spent foday represents resources that
could have been used to satisfy con-
sumer wants now. Societies and individ-
vals must choose between consuming
today and consuming tomorrow. People
invest in capital and incur the opportu-
nity cost of current consumption in or-
der to increase their ability to produce
and consume more output in the future.

Assessment Question 2

2. Today’s investments create tomorrow’s
wealth. Wealth can be measured by
the amount of real output that an indi-
vidual, firm, or society is able to pro-
duce. Individuals invest in themselves
and their children through human cap-
ital. Firms invest in new plant, equip-
ment, and inventory. Governments
invest in infrastructure, such as roads
and bridges, and in the education of
their citizens. Increasing these invest-
ments today helps to create a skilled
work force and a larger productive ca-
pacity that individuals, firms, and soci-
efies can use fo generate more output
in the future.

Economics at Work

IN CLAsS

The following questions should be answered while you watch a spe-
cial section of the videodisc that your teacher will play for you.
Write your answers on the lines provided or on a separate sheet of

paper.
1. Anytime you make an investment there’s an opportunity cost.

What are the opportunity costs and trade-offs of investing in
capital goods and human capital?

2. Individuals, households, firms, and governments all make in-
vestments. What is the relationship between investing and the
creation of wealth?

Module 5, Lesson E _m
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3. Human capital increases our productivity, our earnings, and our

standard of living. But don’t charge that Rolls-Royce just yet.
Human capital, like any investment, has risks. What are some
risks involved in human-capital investment?

sirable trait for workers to have?

4. People change jobs and even careers. Why is job mobility a de-

Module 5,

Lesson E

Assessment Question 3

WA

3. Although investments in physical and

human capital raise productivity and
wages, they also have opportunity costs
and economic risks. The future is always
uncertain, A job for which someone
spent two years sacrificing, studying,
and training may not materialize or
might not pay as well as the person ex-
pected. Risks can come either from the
supply side of the market, such as when
a surplus of workers keeps wages low
for those who do find jobs, or from the
demand side, such as when firms react
to a slowdown in business by laying off
workers.

Assessment Question 4

LT

4. Factors that increase job mobility in-

crease people’s value in a labor market.
With increased mobility, workers have
more options available to them. The
most important factor that results in em-
ployment opportunities for workers is
the market value of skills that the la-
borer possesses. If a person has a par-
ticular talent—or a collection of skills
that are valuable to a local or national
labor market—the opportunities to earn
income and the probability of overall
success increase greatly. On the other
hand, if a person’s level of skills is low,
options are few and wages are likely to
be low in any labor market.
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(GLOSSARY

annuity—a certain sum of money to be re-
cerved every year for a specified number of years

capital resources—manufactured goods, such
as buildings, tools, and machinery, that are pro-
- duced for the purpose of making other goods

current consumption—income used to purchase
goods and services and not saved for future
consumption

demand—the quantity of an input, including labor,
that firms are willing and able to buy at various
prices during a specific time period

discounting— the process of converting a sum of
money to be received in the future to the value it
has today

economic efficiency-—a situation that occurs when
the benefits of economic action outweigh the costs

economic equity— the application of concepts of
what is fair and unfair to matters of economic policy

future value—the value in the future of an amount
of money today

Gross Domestic Product (GDP)—the total market
value, expressed in dollars, of all final goods and
services produced in an economy in a given year

human capital—the stock of knowledge and abil-
ity that people possess; the skill and knowledge of
workers (labor resources)

input—resources used to produce goods and
services

interest rate— the price paid for the use of some-
one else’s money or the price you receive for lend-
Ing your money

Module 5,
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sources—expenditures by
businesses on new capital goods
(plant, building, and equipment pur-
chases) and by households on new homes

investment in human capital—expenditures of
time, effort, and money to improve the stock of
knowledge and ability that people possess

marginal physical product—the additional output
produced when one additional unit of a resource is
employed

marginal revenue product—the change in the to-
tal revenue of the firm when it employs one addi-
tional unit of a resource

opportunity cost—the highest valued alternative
that must be given up because another option is
chosen

output— goods and services that are produced and
provided to the public

present value—the value today of an amount of
money to be received in the future

productivity—the amount of output produced per
unit of input used

profit—the return to business that results when the
value of sales exceeds the cost of the goods or ser-
vices sold

supply—the quantity of an input, including labor,
that owners are willing and able to sell at various
prices during a specific time period

trade-off—accepting or choosing less of one thing
to get more of something else

Glossary
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ADDITIONAL RESOURCES

BACKGROUND ON EcoNoOMICS

Blinder, Alan S. Hard Heads, Soft Hearts. Reading,
MA: Addison-Wesley, 1987.

Heyne, Paul. The Economic Way of Thinking. 7th ed.
New York: Macmillan, 1994.

Landsburg, Steven E. The Armchair Economist.
New York: The Free Press, 1993.

Samuelson, Paul A., and William D. Nordhaus. Eco-
nomics. 14th ed. New York: McGraw-Hill, 1992.

SuPPORT FOR THE TEACHING OF ECONOMICS

Alexander, Albert. “Fixing a Big Hole in the High
School Curriculum.” Crain’s New York Business
(July 24, 1989), 10.

Brock, John R. “Teaching Tools: A Public Goods
Experiment for the Classroom.” Economic Inquiry
29:2 (April 1991), 395.

Byrns, Ralph T., and Gerald Stone. Great Ideas For
Teaching Economics. 3rd ed. Glenview, IL: Scott,
Foresman, 1987.

Cochran, John P, and Michael R. Brown. “What’s
Wrong Here? The Use of Business Periodicals in

Teaching Economics.” Economic Inquiry 27:3
(1989), 541.

Davis, James E. Teaching Economics to Young Ado-
lescents: A Research-Based Rationale. San Fran-
cisco: Foundation for Teaching Economics, 1987.

Halstead, Jim. “An In-Class Simulation of Central
Planning.” Economic Inquiry 27:2 (1989), 357.

Lopus, Jane S., and Nan L. Maxwell. “Beyond
High School: Does the High School Economics
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mist 38:1 (1994), 62.

—. “Teaching Tools: Should We Teach Microeco-
nomics Principles Before Macroeconomics Princi-
ples?” Economic Inquiry 33:2 (1995), 336.

Maier, Mark H., and Diane Keenan. “Teaching
Tools: Cooperative Learning in Economics.” Eco-
nomic Inquiry 32:2 (1994), 358.

National Council on Economic Education (NCEE).
A Framework for Teaching the Basic Concepts,

with Scope and Sequence Guidelines. New York:
NCEE, 1995.

—. Civies and Government: Focus on Economics.
New York: NCEE, 1996.

—. Entrepreneurship in the U.S. Economy. New
York: NCEE, 1994.

—. Focus: High School Economics. New York:
NCEE, 1996.

—. Focus: Middle School Economics. New York:
NCEE, 1996.

-—. Geography: Focus on Economics. New York: 7
NCEE, 1996.

—. Personal Decision Making: Focus on Econom-
ics. New York: NCEE, 1996.

—. Test of Economic Literacy (Grades 11-12). 2nd
ed. New York: NCEE, 1986.

—. United States History: Eyes on the Economy.
New York: NCEE, 1993.

—. United States History: Focus on Economics.
New York: NCEE, 1996.
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—. World History: Focus on Economics. New York:
NCEE, 1996.

Pleeter, Saul, and Phillip K. Way. Economics in the
News. Reading, MA: Addison-Wesley, 1990.

Saunders, Phillip, and William B. Walstad, The
Principles of Economics Course, A Handbook for
Instructors. New York: McGraw-Hill, 1990.

Schug, Mark C., ed. Economics in the School Cur-

riculum, K—12. Washington, DC: Joint Council on

Economic Education and National Education Asso-
ciation, 1985.

Seiter, David M. Teaching and Learning Econom-
ics. Bloomington, IN: ERIC Clearinghouse for So-
cial Studies/Social Science Education, 1989.

Walstad, William B., and John B. Soper, eds. Effec-
tive Economic Education in the Schools. Washing-
ton, DC: Joint Council on Economic Education and
National Education Association, 1991.

Hee witH UsING TECHNOLOGY

“Decision Maker’s Guide to Laserdiscs and CD-
ROMS.” Curriculum Administrator 29:8 (1995).

Lookatch, R. “Computers and Cooperative Learn-
ing”” Executive Educator 15:10 (1993), 18.

Lookatch, R. “Keys to Effective Use of Video.”
Media and Methods 29:1 (1992), 26.

Pioneer New Media Technologies, Inc. Ms. Lerner
Laserdisc Trainer. Ttasca, IL: Pioneer Communica-
tions, 1995.

Multimedia and Videodisc Compendium. St. Paul,
MN: Emerging Technology Consultants, Inc., 1995.

COMPUTER SOFTWARE

RUSE: Running the U.S. Economy. 1992. Educa-
tional site license, National Council on Economic
Education.
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Virtual Economics: An Interactive Center for Eco-
nomic Education. 1995. EconomicsAmerica. This
CD-ROM resource library includes more than 150
economic education documents.

RerereNce WORKS
AND STATISTICAL SOURCES

Board of Governors of the Federal Reserve System.
Federal Reserve Bulletin. Washington, DC. Monthly.

Council of Economic Advisers. Economic Report
of the President. Washington, DC. Annual.

Greenwald, Douglas, ed. The McGraw-Hill Encyclo-
pedia of Economics. New York: McGraw-Hill, 1994.

Johnson, Otto T., ed. Information Please Almanac.
New York: Information Please Publishers. Annual.

Joint Economic Committee of the U.S. Congress.
Economic Indicators. Washington, DC: U.S. Gov-
ernment Printing Office. Monthly.

U.S. Bureau of the Census. Statistical Abstract of the
United States. Washington, DC: U.S. Government
Printing Office. Annual.

U.S. Department of Commerce, Bureau of Economic
Analysis. Survey of Current Business. Washington,
DC: U.S. Government Printing Office. Monthly.

U.S. Department of Labor, Bureau of Labor Statis-
tics. Monthly Labor Review. Washington, DC: U.S.
Government Printing Office. Monthly.

ORGANIZATIONS PROVIDING INFORMATION
FOR HicH ScHooL EcoNomics TEACHERS

» Agency for Instructional Technology
PO. Box A
Bloomington, Indiana 47402-0120
(800) 457-4509

(Call or write for information on Understanding
Taxes and Taxes in U.S. History.)

Resources



*****

Economics at Work

» ERIC Clearinghouse for Social Studies/Social

Science Education (ERIC/Chess)
855 Broadway
Boulder, Colorado 80302
(303) 492-8434

(Write for list of free materials. Custom com-
puter searches and duplicate printouts of com-
puter searches of social studies materials are
available.)

National Council on Economic Education
1140 Avenue of the Americas

New York, New York 10036

(212) 730-7007

(Ask for checklist of publications.)

U.S. Federal Reserve Board

(Write the banks for instructional materials of
the Federal Reserve system. Federal Reserve
Banks also offer various educational services.)

* Board of Governors of the Federal
Reserve System
Publications Services
20th and C Streets, N.W.
Washington, DC 20551
(202) 452-3244

¢ Federal Reserve Bank of Boston
Bank and Public Services Department
600 Atlantic Avenue
Boston, MA 02106
(617)973-3459

* Federal Reserve Bank of New York
Public Information Department
33 Liberty Street
New York, NY 10045
(212) 791-6134

* Federal Reserve Bank of Philadelphia
Public Information Department
10 Independence Mall
Philadelphia, PA 19106
(215) 574-6115
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Federal Reserve Bank of Cleveland
Public Information Center

1455 East Sixth Street

Cleveland, OH 44104

(216) 579-2048

Federal Reserve Bank of Richmond
Public Services Department

701 East Byrd Street

Richmond, VA 23219

(804) 643-1250

Federal Reserve Bank of Atlanta
Research Department, Publications Unit
104 Marietta Street, N.W.

Atlanta, GA 30303

(404) 586-8788

Federal Reserve Bank of Chicago
Public Information Center

230 South LaSalle Street
Chicago, IL 60690

(312) 322-5112

Federal Reserve Bank of St. Louis
Bank Relations and Public Information
411 Locust Street

St. Louis, MO 63102

(314) 444-8320

Federal Reserve Bank of Minneapolis
Public Information Department

250 Marquette Avenue

Minneapolis, MN 55480

(612) 340-2446

Federal Reserve Bank of Kansas City
Public Affairs Department

925 Grand Avenue

Kansas City, MO 64198

(816) 881-2402

Federal Reserve Bank of Dallas

Department of Communications, Financial,
and Community Affairs

400 South Akard Street

Dallas, TX 75222

(214) 651-6222




Economics at Work

» Federal Reserve Bank of San Francisco
Public Information Department
101 Market Street
San Francisco, CA 94105
(415) 974-2246

INTERNET RESOURCES

Economic Bulletin Board (EBB)
Gopher://una.hh.lib.umich.edu/11/ebb

Economic Education
http://unicorn.unomaha.edu/dept/econ/econed.htm

Economic Resources
http://soig.escr.bris.ac.uk.subjects/econ.html

Reach-Net
reach.ICEE niu.edu

Resources for Economists on the Internet

This resource can be accessed through: Shortcut to

All Resources Link
http://econwpa.wustl.edu/EconFAQ/EconFAQ.html

YaHoo's Economy Economics
http:/www.yahoo.com/Economy/Economics/
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More Instructional Resources from B=ZEs

The Learning Source

Geography in U.S. History

Investigate the relationship between geography and history to help students place historical events and
trends in the contexts of time and place. This award-winning video series for grades 9-12 demonstrates
how knowledge of geography contributes to historical understanding and develops historical and
geographical literacy. Geography in U.S. History is ten 20-minute video programs and a 100-page
teacher’s guide.

The U.S. Constitution

Examine how this 200-year-old document affects the rights of all citizens, even those under voting age.
Show 7th-12th grade students why the U.S. Constitution is an enduring and fundamental document

in the American heritage and in their own lives. Hosted by award-winning journdlist Bill Moyers,

The U.S. Constitution is six 30-minute video programs and a 44-page teacher’s guide.

Workplace Readiness

Prepare today's learners for tomorrow’s changing workplace with employability skills for the ‘90s and
beyond. Empower 9th-12th grade and adult learners to take responsibility for their future by introducing
the basic skills all workers need to succeed in today’s competitive international marketplace: Problem
Solving, Teamwork, and Self-Management. Workplace Readiness is a comprehensive one semester
curriculum consisting of instructor’s guides, learner’s guides, assessment portfolios, student video
programs, feacher training video programs, a Level | barcode videodisc, and computer software.

The Road to School-to-Work: A Map for Implementation

A complete School-to-Work Transition implementation resource for educators, businesses, and
communities. Explore the nature of the School-to-Work movement, introduce a model for implementing a
School-to-Work program in your school or district, and take the first step toward draffing an action plan.
The Road to School-to-Work is one 74-minute video program, one 136-page School Implementation
Resource, and one 32-page workshop facilitator’s guide in a vinyl album.

Mathemedia

Teach 7th-12th grade students to apply mathematic principles to real-world situations, by placing math
in everyday and workplace contexts. Mathemedia is a comprehensive multimedia curriculum consisting
of twelve instructional modules, each focusing on one key mathematical concept. Mathemedia consists of
three Level | barcode-driven videodiscs, a linear version of the videodisc material on six videocassettes,
and two annotated teacher’s guides in a custom display case. Student guides are sold separately.

For more information on these and other resources,

call AIT Customer Service at 800-457-4509.



Economics at Work is divided into five instructional modules, each
organized around a central economic activity:

Producing Exchanging Consuming Saving Investing

Each Economics at Work teacher’s guide contains:
* annotated student guide pages
* suggestions for implementing and directing student activities
* barcodes for accessing the interactive video segments
* barcodes for accessing ” Assessment Track” questions
* barcodes for accessing “Teacher Track” instructional suggestions

Each teacher’s guide lesson introduces an economic event and related
concepts. The lesson then continues with either interactive videodisc
segments and problem-solving challenges or written activities. Each lesson
concludes with summary and assessment activities. The appendix to each
teacher’s guide includes a complete glossary of terms and an extensive
resource list: a correlation to the National Council on Economic Education’s
Scope and Sequence Guidelines, K-12; and a barcoded database of
charts and graphs available on the videodiscs.

The Agency for Instructional Technology is a nonprofit U.S.-Canadian
corporation established in 1962. Its mission is to foster learning through the
development, acquisition, and distribution of quality electronic technology-
based resources and services; and by providing leadership to the
educational technology policy community.

AGENCY FOR INSTRUCTIONAL TECHNOLOGY
Box A, Bloomington, Indiana 47402-0120
800-457-4509  812-339-2203 FAX: 812-333-4278
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