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OMPARING PRICES AMONG COMPETITORS

The United States Postal Service (USPS) has no competitors in the delivery of first-class mall. The Postal Service does not,
however, have a monopoly over other types of defivery. Customers can choose frem many options.

The table below shows what it costs to send a 1-pound and a 20-pound package from Boston, Massachusetts, t©
Danver, Colorado, by three carriers. The prices reflact some differences among the carriers. Federal Fxpress (FedEx), for
instance, charges one rate for delivery anywhere in the continental United States. DHL and USPS have different rates for
different zones.

¥ DOMESTIC SHIPPING RATES

Next day $18.80 $27.83 $32.54 $ss.35 | $75.21 $95.82
Second day $4.05 n/a $26.66 $30.30 nfa $76.71
Third day nfa $10.72 $14.16 W $48.33 i $48.96
Ground §1.73 $4.29 54.67 $9.03 $12.55 $13.63
Source: ratés quoted by came;-s, Redralier, luly, 2006
¢
{1} What is the cheapest rate for sending a 1-pound package? A 20-pound package? -

3

(2} What is the most expensive rate for sending a 1-pound package?
A 20-pound package?

{3} How does speed of delivery affect the delivery price?

How does weight affect the delivery price?

(£} How much less expensive is it to send a T-pound package by ground service with USPS than with Fedix?

Than with DHL?

Howe much of a premium does each company charge for its fastest service? To find out, look at the percent of
increase in price over each company’s slowest service. Use this formula:
Parcent increase = {rate for fastest — rate for slowest) + rate for slowest x 100

For example, 1o find the percent increase charged by DHL, apply the formula as follows:
Percent increase = (27.83 — 4£.29) = 4.29 x 100 = 22,54 + 4.29 » 100 = 549%

{5} VWhat is the percent increase for a 1-pound package with FedEx?
With USPS?

-«
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§IGURING FINANCE CHARGES

Different credit card companies use different interest rates to calculate finance charges. They
also use different methods of calculation. Each method applies the monthly interest rate to an
account’s balance at a different point during the month. Consider these three methods.

o previousBalance L

Finance charge = Amount owed at beginning of the month x monthly interest rate

i S Adjusted Batance o : = G
Finance charge = Amount owed at end of the month > monthly interest rate (To calculate the amount owed at the end of the
month, subtract any payments made from the amount owed at the beginning of the month.)

.. Average Daily Balance 1 0

Finance charge = Average daily balance X monthly interest rate (To calculate the average daily balance, add the am.ounts owed
each day and divide by the number of days in the month or bitling period.}

Directions: Use the above table to calculate and compare the amount of interest paid.

Suppose that you spent $200 on clothes and paia with a credit card. Your credit card company's monthly interest rate
is 1.6 percent, and you paid $100 of your bill hatfway through the month. Figure out the finance charge for the first
two methods.

{1} Previous Balance {2} Adjusted Balance

Now figure the finance charge with the average dally balance method. Base your calculations on a 30-day month.
Provide the amount of the average daily balance and the finance charge.

{3} Average Dally Balance oo Finance Charge ——

NMiost credit card companies advertise their APR. APR stands for annual percentage rate. In general, the monthly
interest rate is found by dividing the APR by 12. Give the rnonthly interest rates for each of the follawing APRs.

{Gy144% _ 192% 10.8%

Finally, see how much the clothes you charged will cost you in the end if you pay $50 a month. Use the
1.6 percent monthly rate again and the previous balance method 1o fill in the chart. {5}

| tamuay Apri
Pravious Balance 200,00
Finance charge + 3.20 + + + +
TOTAL L=20320 0 = | = = =
Payment — 50.00 - 50.00 — 50,00 — 50.00 -
News Balance = 153.20 = = =
x pddl this armount 1o the $200 you have paid to see what the clothes actually cost you
Actual cost of clothes = {6)
16 _ Math Practice for Economics
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() oriruTING HOUSING COSTS

You have graduated from high school, and you need to find a place to live in the city where
your college or new job is located. There are many factors to consider in choosing a place to
live, including location, size, and price. You have a few ideas about what you are looking for
and can afford. You know that you want to be right in the city, not in a nearhy town, but you
have not decided yet whether you will live alone or share a place with one or two of your
friends. Your cat will be coming with you. You have $4,000 for housing for the year.

Directiens: Look over these ads for places to rent. Jot down how much your monthly rent will be for each

place listed. Assume that you will share a two-bedroom place with one friend and a three-bedroom place
with two friends. :

1} Room. Economy Inn. Route 13, $95/week.

{2} Large 1-bedroom apt. Freeville. $400 includes.

{3} Downtown 3-bedroom apt. $690 inctudes.

{4} 2-bedroom apt close to campus. $600 inciudes.
{5) Deluxe 1-bedroom apt. No pets. $525+.
{6} Fine rcom downtown with fireplace, patio. $295 includes,

{7} Z-bedroom, separate entrance. $550 indludes.

{8} Room. Share house, nonsmoking. $275 includes.
{9} New 3-bedroam apt, no pets. $525 includes.

{10} 1-bedroom apt near mail. $470 includes.

{11} 2-bedroom, vard, pets welcome. $400+.

You realize there are several places you can reject right away. Cross out the places that do not allow pets. Then
cross out the places that are out of town or on the outskirts: #1, #2, #10. _

What is the cheapest place left? {12} You notice, though, that while most of the
ads say “includes” following the rent, the one that seems cheapest does not. it has a plus sign instead. What does
this mean? "Includes” means that the rent you pay includes the cost of utilities (electricity, heat, water} for the
month. The plus sign means that you must pay for utilities in addition to the amount listed as rent. Look again. What
is the cheapest place for you now? (13}

The place acvertised in #11 still appeals to you, 5o you ask about other expenses. The landlord gives you these
rough monthly figures: water $20, heat and electricity combined $100. The landiord also says that you will have to
pay $10 a month for garbage pickup and that if you want cable TV, the local price is $24 for hook-up and $20 a
menth after that for basic service. You will also need a phone, which you find out is $30 to buy, $60 to install, and
$20 a month, not counting long-distance calls.
if you split all the monthly costs with a roommate, what is your monthly share? {14}
if you split all the one-time costs with a roommate, what is your share? {15}
How much will it cost you per month 1o live in #117 {16}
Can you afford the monthly costs {rent + utilities) for a year with $4,0007 {17}
How much will you have left over to cover your share of the one-time costs and other expenses? {18) __.

Riath Practice for Economics +4
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W NALYZING A PAYCHECK

Each pay period employers withhold a portion of the federal income tax and often part of the
state income tax so that employees do not have to make one large payment at the end of the
year. The paycheck siub provides information about amounts deducted from a person’s pay
such as soctal security (WICA taxes) and retirement funds.

A paychedk stub might lock like this;

i orosshay " UFICA. | Cofederl | State ‘Retifement | NetPay |
CPP {current pay period) 47330 29.34 54.00 11.93 14.18 363.84
YTD (year to date) 1,419.90 88.02 162.00 35.79 4257

Directions: Study the stub carefully, then do some math to answer these guestions.

How many paychecks has this person received to date? (1}
What amount is actually printed on the paycheck? {2}
How much has this person had withheld for federal income tax in this pay period?
{3) For state tax? {4}
What percentage of the person’s gross pay is withheld for federal taxes each payment period?
{5} For state tax? {6}
What percentage of gross pay is contributed to FICA? {7} ' To the retirement fund?
{8} .

Fill in this paycheck stub for somecne who has worked two weeks tor a total of 80 hours at $8.14 an hour. The
person’s pay is based on 50 weeks per year. The year's total federal income tax withheld for this persen wiil be
$2.341, and the total state tax withhald will be $628.

4337 0

CPP {current pay period) (9} |

Federal taxes withheld comes 1o a sizable amount, Where does this money go? One way of looking at how the
federal government spends your tax dollars is 1o apply the percentages spent by the government in different areas to
the amount you pay in federal taxes. For instance, in a recent year the government spent 2 4 percent of its budget on
veterans’ programs. It is possible to think that 2.4 percent of your total taxes went to veterans’ programs. If you paid
$1,120 in taxes, then, $26.88 went 1o veterans' programs. To arrive at the dollar amount, you multiply your total
taxes by the percentage: $1,120 x 024 = $25.88,

Calculate how many of your tax dollars went to each of the tfollowing areas:

{101 7.19% health {11} 19.6% national defense
(12} 3.5% education {13} 13.7% interest payment on the national debt

Math Practice for Economics 13
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DAYING TAXES

Many factors affect how much income tax you pay. Two important factors are how much you
earn and where you live. The amount you pay in federal taxes does not depend on where you
live, but the amount you pay in slate taxes varies from state (o state.

Take a look at federal income tax first. Currently there are six tax brackets for individuals: 10 percent, 15 percent,
25 percent, 28 percent, 33 percent, and 35 percent,

Here s how to calculate federal tax for a single individual:

if taxable income Bui not more than You pay of the amount
is more than over

50 $7,300 10% - $0
7,300 - 29,700 730 + 15% 7,300
$29,700 71,950 4,090 + 25% 29,700
74,850 150,150 14,652 + 28% 71,950
150,156 326,450 36,548 + 33% 150,150
326,450 94,727 + 35% 326,450

Directions: Use the table to compute the tax that would be paid on each of the following incomes:

(1) $12,000 {-_,%
(2} $28,000

{3) $53,800
(4) $120,000
{5) $360,000 »

What you pay in state income tax depends on what state you live in, Some states have a range of tax rates. Some,
such as llinois, Michigan, and Pennsylvania, have a flat rate, which applies to all incomes. Other states, like Connecticut,
have a graduated tax. Stll other states, such as South Dakota, have no state ncome tax at all.

Suppose your taxable income was £12,000,
{6} If you lived in lllinols, you paid 3 percent, of $o
{7} 1 you lived in South Dakota, you paid 0 percent, or $
{8) If you lived in Michigan, you paid 3.9 percent, or $ -
{9} 1f you lived in Cennecticut, you paid $300 plus 5 percent of earnings above $10,000, or
{10) If you lived in Pennsylvania, you paid 3.07 percent, or $

If your taxable incoms was $43,000, how much would you pay in state incorme tax in
{11} Hlinois? {12) Michigan?

Sales 1ax rates also vary from state fo state. For example, the state sales tax in Hawali is 4 percent, in Mississippi
7 percent, and in Florida & percent.

oty empandiary UEEREOORE AL iq @ J,L;i%g,l.{do:)

Eaow much sales tax would you have 10 pay cn 2 $12 €D boughtin

{13} Hawaii? {14} Mississippi? {18) Forida? e ._
How much sales tax would you pay on a $975 couch bought in G
{16} Hawail? {47} Mississippi? — . {18} Florida?

=
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€3 1GURING INFLATION’S EFFECTS

Higher inflation often means iower living standards. Even if you recelve a pay raise, your purchasing power may
decrease unless it matches the rate of infiation. You can find how a raise will affect your purchasing power using this
equation:

Rate of Raise — Infiation Rate = Change in Purchasing Power

Complete the table below and answer the guestions that follow.

St Change in-
Rate of Raise °  Power '
5% 1% A%
5% 8% 4}
8% (2) 2%
{3) % —4%

If the inflation rate is 7 percent and your raise is 3 percent, has your purchasing power increased or decreased?
4y _ By what percent? (5}

Now try this example. Suppose you earn $400 a week and Inflation averages just 3 percent this year. By what percent
To find out what this percent is in
dollars, write the percent as a decimal {7} and multiply by your weekly salary of $400. Your raise
would need to be {(8) § for a total weekly salary of {9} $ just to maintain your
purchasing power. To increase your purchasing power by only 1 percent, what would you need to earn each week?
(0

do your wages need to increase to stay even with inflation? (6}

3

Inflation has a serious effect on the lives of people fiving on fixed incomes, primarily retirees. Suppose you retired in
2000 and started receiving monthly checks of $1,000. You spent $600 on rent and utilities, $100 on food, and $150

on medical care, induding insurance, That left you {11} $ for other expenses.

By 2005 everything was more expensive. The CPl for housing changed from 170 to 196, for food from 168 to 197,
and for medical expenses from 267 to 323. To find what your new expenses are, use this formula:

New expense = Old expense x 2005 CPl + 2000 CPi

. for food is about {13}
. Would your monthly check cover these expenses? {15}

Your new expense for housing is about (12} . and for

medical care is {14}

Riath Practice for Economics
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‘Personal Finance Activity 1 it

_ACTIVITY GOAL

This Personal Finance Activity will teach you to balance a checking account. It will demonstrate the
use of a check register and banking statement. You will learn that some withdrawals from your
account are immediate while others take time to process.

DIRECTIONS: Recording transactions in your check register completely and immediarely will belp yoi
better track your money. To make sure that you and your bank have not made any mistakes, it is important
to balance your account each month. Your bank will probably send you a monthly statement with a
worksheet to help you balance your account. Many banks also provide statements online as well. Look a1 the
partial check register below. Then review the bank summary on the next page. Use the following steps and
the worksheet on page four to balance this checking account.

9-1

9-15

Deposit {paycheck)

1272 9-25 | Bally’s Music Store

9-30 | Debit card - J.B3. Grocer

Balance brought forward

34277

28.72

$2,058.62

2,276.73

2,228.01

15.18

Adam’s Bike Shop

Deposit (gift from Aunt Eva

2,177.84

)

i

2,570.61

2,448.23

Personal Finance Activities 1

Copyright © by The McGraw-Hill Comparies, Inc.
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persﬂnal =F_'§._nan_ce .Activ.ity 1 teontinued)

Checking Account Summary from 91 to 9/30

Account #123-456789
911 Beginning Balance $2,658.62
2 Checks $(153.38)
2 : Withdrawals/Debits ${35.18)
1 Deposits/ Credits $342.7
5130 Ending Balance $2,212.83
CHECKS
Check # Diate Paid Amounnt
1271 913 124.66
1272 927 2872
WITHDRAWALS/DEBITS
Date Amount Deescription
9/22 20.00 ATM at 1582 Locust 5t.
9/30 15.18 Debit Card purchase at ].B. Grocer
DEPOSITS
Daie Ameunt Description
9/15 342.77 Direct Payroll Deposit, Acct. Q23723

Step 1: Compare the check register to the bantk checking account summary. Look in the Checks
section of the account summary. Note that checks 1271 and 1272 are listed in this section. Place a
checkmark in the appropriate column of the check register for each of these checks. The checkmarks
in vour register will remind you chat these checks have been received by the bank and the amounts
have been taken out of your account.

Step 2: Look at the Withdrawals/Debit section of the summary. Find these transactions in the check
register and put checkmarks next to them.

Step 3: Look at the Deposits section of the summary. Find the deposit in the check register and put a
checkmark next to it. '

Personal Finance é@:ﬁviﬂ 3 2 Copytight © by The McGiraw-Hill Companies, lnc.
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Step 4: Note the transactions in your check register that do not have checkmarks next to them.
Although the bank statement covers dates from 9-1 to 9-30, the check written on 9-29 is not shown
on the statement. Explain why you think it is not shown.

Step 5: Look ar the Worksheet to Balance a Checking Account on the next page. The first line asks
for the ending balance from your statement or summary. Find that balance on the bank summary and

" write it on line 1 of the worksheer.

Step 6: Find the deposits in the check register that do not have checkmarks next to them. Enter the

date and the amount of each of these deposits in the second section of the worksheet. Write the total
of these deposits on line 2.

Step 7: Add line 1 to line 2. Place the total on line 3 of the worksheer.

Step &: In the check register, find the checks, debit card transacrions, and other withdrawals thar do
not have checkmarks next to them. Enter the information for each in the fourth section of the work-
sheet. Write the toral of these transactions on line 4. :

Step 9: Subtract line 4 from line 3. Does this amount equal the balance shown on the last row of the
check register? If so, you have successfully balanced this account.

Step 10: Sometimes accounts do not balance on the first ery. What things can vou recheck if your
account does not balance?

Personal Finance Activities 3 Copyright © by The McGraw-Hill Companies, Inc.
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Personal Finance Activity 1 (conrinued)

Worksheetto Balance a Chcckmg Accmmt 7 S e

._.1 Enter thr. enémg balance ﬁom your statemnent L LR i ."-(1:):'33 '

2. '.L;st dcposm and credits madf: after statement dare.

Date L Amount {0 Date S oo f - ‘Amount -

:Enrter the total ofabove'depési.as ﬁhd credits. ey

E-.:".3i':-."5ubt01al line (1) & line(2) e (3)4' S

4 Ltst chccks, dcb;t card uansac:uons anc}’ mher wxzhdrawafs SRR
. not shown on the statement.. RANEEE RS R

" Check#/Date | -Amount" el _'i'Check' #/Date .| - Amount .

' F11EL; t(;ra:lzo'i';a.ﬂ.'.cﬁecks, :éiei)its,.'-én.é Witl.idra:wﬁls-él:.sové..'. R (4) 5) (e

:5.‘Subtract ling (4) from line (3) .

This shou]d be your present account ba}ana

Personal Finance Activities Copyright © by The McGraw-Hill Companies, Inc.
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Personai Fmance Activity 2 .

Trackmg Your Spendmg

'This Personal Finance Activity will help you consider your own spending habits. It will also give
you a chance to look at another person’s habits. Helping someone improve their budgeting may
help you look at your own spending habits more objectively.

DIRECTIONS: A budger allows you to look ar your spending versus income. If the amount of spending is
more than you earn, changes need to be made. In this activiry, you will evaluate a students budget and
make suggestions to improve bis spending and saving habits. The student tracked all of his purchases for one
month the following chart. He works 12 hours per weeﬁ, earning a net pay of $7 per hour. His parents also
give him $15 each weck for school lunches. Using this information, answer the questions below.

Lunches—$2.50 x 5 lunches $12.50

Vending machine (pop and snacks)—$1 x 5 days 5.00

Mavie and snacks art theater 12.00

2 books 24.00

Shoes 38.00

Paid Mom: and Dad for gasoline used in their car 8.00

Weel 2 Lunches—3$2.50 x 5 lunches 12.50
Vending machine {pop add snacks)—8§1 = 5 days 5.00

Dinner at restaurant 7.00

Video game 35.00

Paid Mom and Dad for gasoline used in their car 12.00

Week 3 Lunches—82.50 x 5 lunches 12.50
Vending machine (pop and snacks)—3$1 « 5 days 5.00

2 music CDs _ 28.00

Sweater ($46) and jeans ($62) 108.00

Paid Mom and Dad for gasoline used in their car 10.00

Week 4 Lunches—3$2.50 » 5 lunches £2.50
| Vending machine (pop and snacks)—$1 x 5 days 5.00

Paid cell phone bill ($34 for monthly bill + $15 for using extra minutes} 49.00

Dinner at restaurant 8,50

Movie and snacks ar theater 11.00

Music CD 15.00

Paid Mom and Dad for gasoline used in their car 8.00

Personal Finance Activities 5 Copyright © by The McGraw-Hill Companies, inc.
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1.  How much did the student spend this month? What is his total income for the month?

3. Are the student’s income sources or expenses higher? Is this student doing a good job budgeting
his money? Explain your answer.

3. Are there any items that the student might have paid too much for because of advertising?
Explain your answer. '

4. Are there any items that could be considered impulse purchases? Explain your answer.

5. If this student were to ask you for advice related to his budger, what would you tell him?

6. Can you think of a way for this student to better track his spending, savings, and income?

Personal Finance Activities & Copyright @ by The McGraw-Hilt Companies, Inc.
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_?ersonai_;Finance Activity 4

Comparing Credit Card Offers

This Personal Finance Activity will help you compare different credit card offers. Understanding the
details of each credit card plan will help you make intelligent decisions about what type of card to
use and how best to manage your financial debts.

DIRECTIONS: 1o properly compare the advantages and disadvantages of each credit card offer, you need
to make a careful comparison of the features each card offers. Use the chart below to find the information
that answers the following series of questions about each card, When you arve done with each step, you will
have the information needed to make an informed decision about which credit card is right for your needs
and financial situation.

Credu Cazd A SCredir Card B

- Mustpay 'c'?'a_”fd:__b_y_:th'e_'}’j‘_f_‘.- ay of the

“Set your own paymient date : R
- yourown payment dat “monih

Step 1: What is the Annual Percentage Rate (APR} of credit card A and credit card B?

Personal Finance Activities g Copyright © by The McGraw-Hill Companies, Inc.
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Name

Step 2: a) What are other fees associated with each credit card?
b) How do these fees impact your total monchly bill?

Step 3: What are the requirements for paying your credit card each month?

Step 4: What would the minimum monthly payment be for each credit card for balances of $15,
$130, $180, and $300?

[

Step 5: a) What henefits or rewards does each card offer to make it more attractive for the consumer?
b) How do these characteristics affect your evaluation of each card?

Pe L0 R Y

Step 6: If you have a fixed amount of income each month and your expenses are very close in dollar

amount to your income, which of these two credit card offers would be a safer choice? Explain your

answer.

Personal Finance Activities R Copyright © by The McGraw-Hill Companies, Inc.
ocial Studies Section p 15
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This Persona! Finance Activity will help you better understand how taxes and other deductions
affect your carnings. After completing the activity, you will be able to calculate earnings and
understand items shown on a paycheck stub.

DIRECTIONS: The difference berween the gross pay and net pay an employee earns can be substantial.
You have learned that taxes and other deductions ave taken out of an employee’s gross pay, changing the
amount that the employee actually receives. In this activity, you will analyze the earnings and some typical

deductions found on a paycheck stub.

Current Year to
Earnings Rate{$/hr) Hours Period Date
Regular 10.00 32 320.00 15,645.00
Overtime 15.00 1] 0.00 97.50
GROSS ”‘ 32000 $15,742.50

Deductions
Federal Income Tax 16.00 787.13
Social Security Tax 19.84 976.04
State Income Tax 11.20 550.99
City Income Tax 4.80 236.14
40HK) 12.80 629.70
Life Insurance 4,84 238.11
Medical Insurance 13.29 £53.80
$11,670.59

1.  Fxplain what the terms “Current Period” and “Year to Date” mean on this pay stub.
p pay

2. What amount of net pay has been earned this period? What amount has been earned since
January 12

Personat Finance Activities 15 Copyright © by The McGraw-Hill Companies, Inc.
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3. What amount of gross pay has been earned this period? What amount has been earned since
January 1:

4. What is the difference (in dollors) between the gross pay and net pay for this pay period?

5. What percentage of the gross pay will this employee take home? How did you calculate your
answer? :

6. Which of the deductions listed are required by law? Which are usually optional o the employee?

7. Which deductions do you think change depending upon the amousit of gross pay? Which
remain the same each pay period regardless of the amount of pay? Explain your answer.

8. Assuming the overtime rate has not changed, how many hours of overtime has this employee
worlked so far this year? How did you calculate your answer?

Personal Finance Activities 16 Copyright © by The McGraw-Hill Compandes, Inc.

Social Studies Section p 17



Name

Daze

Class

Ez_gg"rsc;;ha't Finance 'A_c_:_i_ivi_ty 10 G
The Need for Insurance

about your personal needs.

This Personal Finance Activity will allow you to take a more detailed look at medical, car, property, -
and life insurance. Learning more about insurance will allow you to make better informed decisions

DIRECTIONS: Assume that your employer offers two medical insurance plans vo full-time employees.
Both plans provide excellent coverage. The dewails of cach plan are outlined in the table below. Use this

information to answer the questions that follow.

Co~pay for office visit with primary care

physician §10 825
Co-pay for office visit with specialist $25 $35
Co-ay for emergency room visit $40 (refunded if admitted o $50 (refunded if admirtted o
. pay geny hospital) hospital)

Co-pay for hospital visit 575 $100

. 20% deductible for surgery
Annuat deductible none only; maximum annual

’ deductible, $400

Co-pay for level 1 prescriptions $10 $25
Co-pay for level 2 prescriptions $25 $40
Co-pay for level 3 prescriptions $40 $50

Vision plan co-pays

$20 co-pay for exams; you pay
80% of cost of supplies

no vision plan available

Single coverage

$35

Employee + spouse

$75

Family

Single coverage $200 $200
Employee + spouse 3350 $350
Family $500 $500

Personal Finance Activities
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5 PersonaiFmance ACtiVifY 10( continued) .

1. What is the difference berween a deductible and a co-pay?

2. What amounts would an employee have to pay for each of the following services? Write the
amounts in the following table.

Appointment with primary doctor to treat a sore throat $85
Purchasing a prescription for an antibiotic (level 1 prescription) $120
Annual eye exam . 7 $65
Purchase of eyeglasses $230
Visit to a dermarologist (specialist) $115 @
Annual total for allergy medicine (12 prescriptions, each
$900

level 2)
Visit to the ER; immediarely admitted o the hospital for one

. $1.,200
night
Out-patient knee surgery $4,700

Total Costs

3. Calculate the total cost for each column of the above table. Write the totals in the last row.

4. How much does the employee save using Plan A? Using Plan B?

5. Most employees pay for a portion of their health insurance by having the cost deducted from
cach paycheck. Most employers pay for a portion of the cost as well. If an employee chooses the
Emplovee + Spouse option (see table on page 21), how much dees this employer pay over the
course of 2 year? How did you calculate your answer?

Personal Finance Activities 22 Copyright © by The McGraw-Hill Companies, Inc.
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; Pefsbnall Fin_ance Attiv_ity 10 (ca;ézénued)

6. If an employee uses the Employee + Spouse option for Plan A, how much would be deducted
from his paycheck in one year? How much would be deducted for Plan B?

7. If this same employee incurred the medical costs listed on the previous page over one year, which
health care me would provide greater benefit o him? Be sure to consider the cost of the insus-
ance and the toral co-pays, deductibles, and other medical expenses paid using each plan. Ex-
piain your answer.

& If an employee seldom incurs medical costs, would they benefit most from Plan A or from Plan
B? Explain your answer. ‘

9.  Considering the costs that you have calculated while answering these questions, explain how you
feel about health insurance. Is it necessary? Is it worth the up-front costs?

‘Personal Finance Activifies Copyright © by The McGraw-Hill Companies, Inc.
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SHARK TANK

What was idea (sales pltch) #1

What was the initial offer from the entrepreneur (inventor)?

What were the features {facts) and benefits of this idea/product?

What did you like about the product?

What were the flaws with the idea/product (from the Sharks)?

What flaws did you find with the product? (you may not have found any)

What was the final result (was there an offer made, if so what was the final numbers)

What was idea (sales pifch) #2

What was the initial offer from the entrepreneur (inventor})?

What were the features {facts) and benefits of this idea/product?

What did you like about the product?

What were the flaws with the idea/product (from the Sharks}?

What flaws did you find with the product? {you may not have found any)

What was the final result {was there an offer made, if so what was the final numbers)

Watching Shark Tank Worksheet

Social Studies Section p 21



What was ldea (sales pitch) #3

What was the initial offer from the entrepreneur {inventor)?

What were the features {facts) and benefits of this idea/product?

What did you like about the product?

What were the flaws with the idea/product {from the Sharks)?

What flaws did you find with the product? {you may not have found any)

What was the final result (was there an offer made, if so what was the final numbers)

What was ldea (sales pltch) #4

What was the initial offer from the entrepreneur {inventor)?

What were the features (facts) and benefits of this idea/product?

What did you like about the product?

What were the flaws with the idea/product {from the Sharks)?

What flaws did you find with the product? (you may not have found any)

What was the final result {was there an offer made, if so what was the final numbers)

Watching Shark Tank Worksheet
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®)OMPETITION AND MONOPOLIES

Directions: The table below represents one monopolist’s revenue and cost situation. Complete the table by
calculating Total Revenue and Profit. Then answer the guestions below, The first row has been compieted
for you.

Copyright @ by The MceGruw-Hill Companies, Inc.

| R - o Total Total Profit
. Price 10 '-_Quaqtitg Revenue Cost . f{or Lass)
$10 — i 510 $12 §-2
$9 .2 $17
58 3 $22
§7 4 $24
56 5 §27
§5 6 $30
$4 7 $33
§3 8 $36
$2 9 539
$1 10 $44

. Which two columns in the table can be used 1o plot a demand curve? How can you tell?

. How did you determine the values for the Total Revenue and Profit columns?

. What is the price at this level?

3. At what level of cutput is the profit maximized?

The profit?

than at the profit-maximizing level? How much would the monopolist incur in additional costs?

5. How much more would it bring in additional revenues if the monopolist tried to sell one more additional unit

How much revenue would the monopolist forgo by selling one less unit than at the profit-maximizing level?

What wouid be the change to total costs?

. Are monopolists free 10 set any price they want? Explain.

Enrichment Activities
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The United States holds only a small portion of the world’s oil reserves. But thanks to globalization, we can
buy crude oil to make gasoline from countries with large oil reserves. Dependence on other countries for
this critical resource has its downside, however. Events in oil-producing nations can affect the price we pay

at the pump. What We Pay For In 2 Gallon of Regular
. i . Gasoline

Directions: Use the information in the iflustration to complete {latuary 2006)

the table. Round your answers to the nearest cent. Then answer Retall Price: $2.32fgalion

the guestions that follow. o5 1

Taxes | B520%.

Distribution & Marketing

Retailprice’ _:3 s 232 18340 $4.00 $4.20 Refining

Cfaxest oot $0.62

- Distribution & Marketing - $0.28

f'sﬂf_“."_"g : .:_: S Cruge Oif
CrudeOit $2.52

SrctU.S‘ Daenr of Energy
1. What makes up the largest portion of the price Americans pay for gasoline?

3

2. Suppose the price of gasoline rose to $4 per gallon. How might this affect the demand for SUVs? Explain.

3, How might a gas price of $4 per gaflon affect'your family's spending habits?

Eree Enterprise Activities 25

Social Studies Section p 24



el -

Economics and You ’ : How To Calculate interest

1 Name ) Date
How To Caliculate interest

interest = Amount X inferest Rate x Time

Amount is calculated in doliars, interest is calculated in decimals (5% = 0.05), and
| time is measured in years (1 year, 6 months = 1.5)

B Examples:
f You deposit $500 in the bank at 7% interest for 3 years. How much interest do you sam? | _
Interest = $500 x 0.07 x 3 = $105

. You borrow $20,000 for a car at 81% interest. You pay it back in full 5 years later. How much
¥ interest must you pay?

Interest = $20,000 x .085 x 5 = $9,500

B (Important note: Borrowers do not usually have their interest computed by the formula &
B above. Most borrowers pay their debt back a little bit at a time. This reduces the amount of &
B the loan still owed, which in turn reduces the principal, or the amount still owed. Interest for |
B loans paid back a little at a time is figured using a more complicated formula. Thisis calied &
B compound interest. For the sake of simplicity, we will not investigate this kind of interest
| here.) , '
Use a calculator to compute interest on the following situations. Write the equation &
B and the answer.

| 1. You deposit $1,000 in the bank when your son is born. If the money eams 5% interest, |
| how much total money will he have saved for college when he is 187 '

2. You loan your nephew $475 for 2fyears. He agrees to pay 2% interest. How much interest
does he pay you for the privilege of borrowing money?

t 3. You take out a shori-term loan to pay for a trip until your income tax return arrives. If you

B borrow $250 at 81% interest, how much will you owe when vou receive your tax return in 3

| months?

! 4. What interest would you earn if you deposited $4,300 in the bank at 5% interest for 10 |
years? '

© Mark Twain Mediz, Inc., Pubii@a@im Studies Secﬁi@n p 25




DIRECTIONS: Self-monitoring REALLY helps understand difficult text! Follow
the seif-monitoring steps to help you read about The Fed.

STE P 1: CODE THE PASSAGE
Read and rate each sentence, using the foliowing symbols in the blanks:
- This is REALLY important!
? - | don’t know what this means.
- It's a deftail, but not very important,
X - This does NOT help understand the passage.

STEP 2: DECODE UNKNOWN WORDS OR SENTENCES

Use context clues to try to figure out the meanings of unknown words or
sentences (7’s). Look at words and sentences around each for clues! Re-write
the difficult word or sentence in simpler terms in the margins. Then go back
and re-code the sentences that confused you.

STEP 3: HIGHLIGHT
Highlight ONLY the sentences or phrases you marked with the “I” symbol.

STEP 4: REREAD AND SUMMARIZE

Reread the highlighted sentences or phrases. Then write a paragraph to
summarize the MOST important information. (In this case briefly explain how
The Fed increases or decreases the U.S. money supply.)

©InspirEd Educators, Inc. _ 63
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Hello from Washington D.C.! October 15,2012

My office was recently contacted by your teacher.  She told us you are
studying the Federal Reserve and needed some help.  Since I am the Chairman of
The Fed at this time, I thought I could provide some useful information.  In
particular, I thought [ couid tell you how The Fed came to be, explain some of our
responsibilities here, and some actions we can take to affect the U.S. economy.

The Federal Reserve System was formed in 1913 after a number of bank
failures.  The banks had been making very risky investments, gaining and losing
huge sums of their depositors’ money. Such swings made the economy very
unstable, so people panicked easily.  Any bad news sent throngs to their banks to
withdraw their money.  But banks don’t store large amounts of cash; they invest it
and loan it out.__ Bank closings caused people to lose everything, leading to calls
for a central system to oversee banking and help avoid future problems.

Today there are 12 Federal Reserve banks around the country.  Each watches
over the banks in its district.  The whole system is controlled by a Board of
Governors in Washington D.C._ The board is made up of seven members
appointed by the president for 14-year terms. The president names one member to
serve as chairman for a 4-year termn.___ [ am now into my second term in that
position. _ The sitting president can re-appoint or repiace the chair after each 4-year
term.

More than one-third of banks in the United States are members of the Federal
Reserve System.__ All banks with branches in more than one state are required to
belong._ Others such as state-owned banks and local credit unions are not part of
the system, but are supervised by other government agencies.  In short, all banks
have some kind of control over them to ensure people’s money is safe.

When The Fed was created, it had just a few duties. First it made clearing
checks easter and faster. Cashing a check used to be quite difficult!  If
someone wrote a check to a person who used a different bank, the check had to be
mailed to the writer’s bank for payment. _ People had to wait days or even weeks
for their money. _ The Fed streamlines the process.  When checks are cashed,
funds are moved through the Fed, so people can receive their money right away.

The main reason The Fed was created was to supervise banks.  Regulations
were put in place to protect customers.  Rules tell banks what kinds of loans they
can make and how nmich money they need to keep on hand.  The Fed also serves
as a lender of last resoit for member banks,_ In the past, financial problems led to
“runs on the banks” when crowds showed up to withdrawal their money.  Even
strong banks had trouble meeting such demands.  Now The Fed “covers” banks if
they're short on cash.  These “last resort” loans make runs on banks less likely,
since people know their money 1s safe.

Today The Fed still clears checks, supervises, and lends money to banks, but 1ts role

has grown tremendously.  Now The Fed also controis the amount of money in
circulation.__ We don’t print money; the Department of Treasury does that. ___ The
©lInspirEd Educators, Inc. 61
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Fed’s job is to conirol the amount of money banks have to loan o people and
businesses.

The Fed uses monetary policy, or specific “tools” or actions, to control the flow of
money._ One tool is setting reserve requirements for banks.  All banks must
keep a percentage of their deposits on hand. A bank can keep more than the
required reserve, but not less.  I'll try to give a simple example. I The Fed sets
the reserve requirement at 0%, and a bank has $100 in customer deposits, 1t must
keep at teast $10 in cash on hand. _ How much is kept in reserve affects the money
supply. _It’s very simple. _ If the Fed scts a high reserve requirement, the bank
has less “extra” money to {oan to customers. - On the other hand, to get more
money in circulation, the Fed can Jower the reserve requirement. Then banks have
more money to loan people for homes, cars, and other things.

It’s important to note that banks malke money from interest customers pay on
Joans.__ So even when reserve requirements are high, banks stll want to make
money! . If a bank has no money to lend after it sets aside its required reserve, it
can borrow money from another bank.  The interest rate hanks pay each other is
called the “discount rate,” which is another tool of The Fed.  When we want to
discourage banks from borrowing from other banks to make toans, The Fed sets the
discount rate high. _ To encourage banks to make loans, we can lower the discount
rate.

The third tool of monetary policy is the one we use most otten.___ The Fed buys
and sells government bonds, which are basically L.0.U."s from the government. A
common example is a U.S. savings bond.  Family and friends might give savings
bonds to children for presents.  When a person or bank buys a bond, it serves as
an LO.U. that the government will pay back the bond amount plus interest.  If The
Fed wants less money in circulation, it can sell bonds to banks and the public.  To
increase the money supply in the economy, the Fed buys the bonds back plus
interest.___ This all may seem very complicated, but it really isn’t.__ Bonds are just
one more tool the Fed has to increase or decrease the amount of money banks have to
loan their customers,

It’s likety that any student learning about The Fed would ask, “What does this have
to do with me?”_ And The Fed does affect everyone! _ Allowing banks more or
less money, controls how much money students and families have o spend.  Ifit’s
easier to get a loan, they're more likely to buy new cars, homes, furniture, clothes,
and anything else._ If banks can charge less interest on loans, there’s more money
to buy goods and services.  Of course when it comes down to it, any decisions you
and your family make about spending are your own.___ The Fed has no control over
how much money you deposit in your bank, which can also affect how much money
they can lend.__ Plus, The Fed can’t force banks to make loans; it can only
encourage or discourage them with its monetary policy. Hopeftully, T have helped
you understand The Fed’s role in the U.S. economy: to keep banks streng and
stable.

Sincerely,
Ben Bernanke
Federal Reserve Chairman

62 ©lnspirEd Educators, Inc.
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Economics and You . The Federal Reserve

The Federal Reserve

The Federal Reserve is the central bank in the United States. It is comprised of 12
Federal Reserve banks located across the United States and is headed by a seven-member
Federal Reserve Board in Washington, D.C. The Federal Reserve was established in 1913
to strengthen the banking activities of the nation. The Federal Reserve not only insures all
deposits made in member banks, but is the most important control over the money supply
in the United States.

The Federal Reserve can affect the supply of money avaiiabie in three important
ways:

1. The Federal Reserve sets and changes the requirements on how much money banks’
must keep in reserve. This is the amount of cash a bank keeps on hand to tulfill their
customers’ day-to-day requests. Remember that the rest of the money in & bank is usually
ient out to make interest. A bank’s reserves include the cash on hand in its own safes and
money it must put in an account at the Federal Reserve bank.

2. The Federal Reserve can buy and sell government bonds. A bond is a certificate issued
by a government or business that needs to borrow money and will pay the buyer back later
with interest. :

3. The Federal Reserve can loan money out to banks when they are short on reserves.
How do these things affect the money supply? Well . ..

1. Changing the amount of money heid in reserve at banks changes the amount of money
available to loan out. If the reserve amount is increased, then less money will be available
for loans. This will decrease the demand for products, decrease production, and sometimes
cause a cutback in workers and increase unemployment. This is called a recession.
Decreasing the amount held in reserve will have the opposite effect. This will increase the
amount of money availabie for ioan and increase consumer demand for products (since they
have more money with which to buy them). Increased demand will cause increased
production and a greater demand for workers. This is called inflation.

2. The Federal Reserve can sell government bonds. Selling bonds will take money out of
the economy as buyers pull their money out of banks to pay for them. This in turn causes
a lesseramount of money to be available for loans. The Federal Reserve can also buy bonds
to put money back into the banks and increase locans.

3. Loaning money to banks in trouble helps prevent everyone from withdrawing their money
from a troubled bank ali at the same time.

© Mark Twain Medie, Inc., Publishers
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Economics and You The Fedéral Reserve: Questions

| Name Date
The Federal Reserve: Questions

! Answer the following quéstions in complete sentences using information from the
W previous page.

[ 1. Why was the Federal Reserve established?

| 2. How do Federal Reserve banks get their money?

3. What do banks do with the money not held in reserve? Why?

4. Why can't all depositors in a bank withdraw all of their money at once?

()]

. List three ways the Federal Reserve can affect the money supply.

(92]

. Why do you think the Federal Reserve wants to affect the money supply?

| 7. What happens when too much money is in circulation?

o0

- What happens when too little money is in circulation?

© Mark Twain Medi, Inc., Publigets| Studies Sectibh p 30




Economics and You -

Flow Chart: The Federal Reserve
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Economics and You - _ Inflation

Inflation

infiation is a rise in the amount of money in the economy. inflation usually brings
about a rise in prices. This lowers the value of the dollar, meaning that a dollar buys less
than it did before. Inflation can come about any time too much money is in circulation. The
Federal Reserve often triggers infiation by buying bonds or lowering interest rates. infiation
is not rising prices as many people believe; inflation causes rising prices.

A recession is the opposite of inflation. A recession is when thers is iess monay in
the economy causing a decline in demand. This will usually increase the value of a dollar,
meaning that a dofiar will buy more. A depression is simply a severe recession that resulis
in a decline in business, high unempioyment, and iowerad stock market values.

increase in demand

Increase in production TOO LITTLE
Wages rise MONEY

Unemployment declines
Doliar is worth
comparatively iess

Recession

A

v

Note that this is a circuiar
cycie. To correct one situation, we
usually go to the othet!

/ Decrease in demand

infiation TOO MUCH Decrease in production
— 7 Wages fall

MONEY Unemployment rises

Dollar is worth comparatively

more
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Economics and You

Inflation: Questions

I Name

Date

inflation: Questions

Answer the following questions in complete sentences.

g 1. What organization most affects the money supply?

| 2. Why is there a decrease in production during a recession?

3. Why is there an increase in production during inflation?

| 4. Why is the dollar worth corhparatively less during infation?

| 5. Why is the dollar worth comparatively more during a recession?

| | 6. Explain why the cycle is circular.
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Economics and You

Case Study:. Menus

Case Study: Menus

The Dollar Delf
Menu
Grilled Cheese Sandwich $3:66
Ham and Cheese Sandwich 575
Turkey Ciub 5456
Hoast Beef Sandwich S0k
Potato Chips $+06
French Fries 45
Giant Cookie $4-56
Frash Fruit $6-75
Soda $4-25
Milk &+69
Lemonade &4-65
“Where your dollar always buys more . . . good foodl”

$3.10
$3.50
$4.00
$4.50
$0.50
$0.75
$1.20
$1.00
$1.10
$0.90
$1.50

: The Dollar Deli decided to change its prices. Use the menu above to answer the |
§ foliowing questions. ' [

1. Which menu items inflaied in price?

E 2. Which item inflated the most?

| 3. Which menu items deflated in price?

B < Which item(s) deflated the most?

8. Was this change (question §) an inflation or deflation in price?

© Mark Twain Mediz, inc., Pubiisherssocial Studiesggction P 34

5 5. You order a grilled cheese sandwich, potato chips, soda, and a giant cookie. What was [§
B the percentage of change in this lunch from the oid menu to the new menu?
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JOwW AMERICA SHOPS

Along with population and income changes, consumer tastes and preferences are determinants
of demand. The marketing department of every business pays particular attention to consumer
tastes and preferences. In fact, marketing is interested in all aspects of consumer behavior,
including how people shop. Any major shift in shopping behavior is significant to a business
that wants to make its particular product a sales leader. The article below is an address in
which Wendy Liebmann, president of WSL Strategic Retail, explains recent changes in shop-
ping hehavior. As you read, consider how these changes may affect a retailer. Then answer the

questions that follow.

S ince 1989, we at WSL Strategic Retail have conducted
How America Shops, our national research study in which
we talk o American consumers about their behavior and
attitudes toward shopping.

in the recently published &* edition, entitled “The
Consumer Paradox: The Threat to Loyalty in the New
Millenium,” it has become very clear what’s actually going
on, and what manufacturers and retailers must do to be
successful and profitable long-term. So, how does
America shop?

Well first, the paradoxes:

Paradox 1. Consumers are shopping more often, at
more cutlets—when they say they have no time. . ..

They made an average of 3.5 shopping trips per
week, up from 3.2 in 1995, In fact, 36% made 4 or more
trips per week—up from 30% in 1935, ., .,

All this at a time when consumers say they have no
time. And yet, they are shopping at more outlets more
often. A paradox indeed. . . .

Paradox 2: They are shopping more but buying
less. . ..

... They are spending their money on what they con-
sider “essentlals”: food, personal care products, clothing,
prescription drugs . . . even greeting cards.

They are buying less of what they consider
non-essentials: cosmetics, fragrance, fashion accessories
{be glad you are not in that business!), collectibles, home
decorating. Categories that appear to have no inherent
value to consumers, no point of differentiation, no news.

Paradox 3 “Selection” is now the driver—what the
heck happened o low prices. . . .

But look at what consumers mean by selection:
always in stock, have what | want, unigue merchandise,
good selection, high quality merchandise. . . |

[
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But what about conventence? What about price? The
truth is consumers want it all. Selection, convenience,
price all rated high . . . very high in this year's study. . . .

So what's going on here? The truth is, consumers
today are not paradoxical at all. There are, in fact, two
dimensions that are creating the appearance of paradox.

When consumers define themselves
as sale shoppers they are, in fact,
saying they are value shoppers.
They know when a product or
service or store is worth the time

they use...

The first is that consumers dearly and unabashediy
define themsalves in terms of their ability to get the best
value out of every shopping experience.

They have reassessed and continue to reassess each
category they buy and each outlet they shop to determine
whether or not it is worth it. . .

When consumers define themselves as sale shoppers
they are, in fact, saying they are value shoppers. They
know when a product or service or store is worth the time
they use, the money they spend. And they know when it
isn't. That's part of the answer to the Consumer
Paradox. , . .

The second dimension creating the appearance of
a paradox Is the changing demographic diversity of this
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country, There are two consumer segments in the United
States today, traditionally viewed as niche segments,
which are now sufficiently large that they are impacting
retailing as a whole. Actually distorting the overall reality
of the shopping picture. In fact, creating a new realiity.

Mature consumers, those 55 and older, and ethnic
consumers . . . are now sufficiently targe and infiuential
that they are driving the growth anc decline of many retall
outiets and product categories. . . .

5o what do we do about all this? . . . What does it
take to build leyaity in this environment? . ..

Today, the loyalty connection is no longer personal.
it is based on practicality, efficiency and expediency.
Consumers will continue to shop an outlet or a brand as
fong as it continues to satisfy their needs for product
selection, conveniently available at a fair price.

That's part problem, part opportunity. For conve-
nience and famillarity in the end are not enough. They are

easily diminished by one long check-cut line or one out-
of-stock too many.

As a result, the consumer who has access to many other
generally acceptable outiets carrying the same merchandise
at the same price will merely turn right at the fratiic fight
instead of left and shop elsewnere. Or stay hore and pick
up the phone or go on-iine and order direct. . ..

That means a breadth and depth of merchandise that
satisfies your target customers’ needs. And since the one-
size-fits-all approach no longer works in a highly
segmented society where ethnicity and age are impacting
shopping preferences, this means a more complete selec-
tfion than most retailers carry today.

Liebmann, Wendy. “FHow America Shops”
Vital Speeches of the Day, July 15, 1998, Vol LXIV No.19, pp. 505595

4. What is the first paradox (statement that seems to contradict common sense’ cited in the article about shoppers

today?

3

2. Why are tastes and preferences as important as price in determining consumer choices today?

3. What two dimensions of consumers are creating the appearance of paradox?

4. Why does the marketer suggest that retailers carry a more complete selection of merchandise than they have car-
ried in the past?

5. Do you think the speaker believes that the existence of a $10.95 watch will affect demand for a $525 watch?
How does the reading modify the explanation of substitutes in your text? {Is margarine always a substitute for
butter?)

Primary and Secondary Source Readings
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Name Date

JOW THE FURBY FLIES

Several factors determine how much demand there is for a particular product in the
marketplace. Among these factors are consumers’ willingness and ability to purchase an
itemn. At no time is the law of demand more evident than ai the holiday season, when
shoppers scour the siores in anxious pursuil of the hot new toy. As you read the excerpt
below about a holiday frenzy involving a toy called the Furby, consider the many reasons
demand for this product increased. Then answer the questions that follow.

Your kid won't stop begging for a Furby, right? She says
they squawk in kiddie gibberish and make gurgting noises
and sing songs. And you've driven to every mall in the
state and still can't find it. Your nexi-door neighbor
sraded his car for a dozen on a black-market website, but
he's hoarding them until just before Chiristmas, prime time
for scalping. You're stuck with a K Mart waiting Hst and
cheerful lies from salespeople. . . . So who's to blame?
Mow did a little fuzzy doll become crucial to your eight-
year-old’s survival?

As with most major problems of the fate 20th century,
it's the media’s fault. Each February, a cabal of toy hawkers
and toy reporters huddle at Toy Fair in . . . New York City.
The hawkers try to coax the reporters into naming thelr toy
the “hottest.” Virtually every newspaper and TV station
runs some version of this hot-new-toy story. . . . This has
happened before, . . . but the creation of the Furby—more
important, the invention of a Furby craze—has set 2 new
standard for an ahsurd game. Unlike even Tickle Me Eima,
the Furby became a must-have item this Christmas before
almost any kid had made it say “kah a-tay.”

... After ToyFair "88, TIME ran a Techwatch item men-
tioning them. USA Today also noticed, and after an
electronics fair in May, CBS This Morning did a segment. That
ginned up interest last summaer, even though Furby's compli-
cated innards meant it wouldn't be ready for stores unti! fall.

Eager shoppers began hunting for Furbles over the
summer and were further inspired when Wired magazine
ran a huge Furby feature in September, breeding even
more TV stories, "1t was incredible, all these reporters call-
ing up and saying "'Why is this so het? You can't find this
thing anywhere,”” says Jim Silver, publisher of Toy Book, a
tfrace publication. “But the company hadn't even shipped
any—of course they couldn't find . it became a
self-fuifiliing prephecy.”

When Tiger {the manufacturer] finished the Furby—
on schedule, in October-—many more parents than usual

Primary and Secondary Source Readitgs

knew about the new toy. Initlal shipments sold out almaost
immediately.

... Though some toymakers have reportedly tight-
ened initial supplies t© heighten interest (think Beanie
Babies}, Tiger had no such conspiratorial plans. . . . Before
September, retailers had ordered 1 million, and a confi-
dent Tiger produced 1.3 million. But after all the publicity,
perhaps 5 million could selt. . .

R TS T

Virtually every newspaper and TV
staticn runs some version of this hot-
new-toy story. . .. This has happened

hefore, . .. but the creation of the

Furby-—more important, the
invention of a Furby craze—has set a
new standard for an absurd game.

[Likewise,] Tickle Me Eimo tested fairly well in the
slew of kid-judged contests held every year. . . . But Tyco,
the Mattel-owned manutacturer, didn't expect it
to become a giant seller. Then Rosie O'Donnell tickied
Eimo on her show, and demand exploded. Once again,
scarcity inspired collectors, reporters discovered a “hot”
story, and your kid bawled his eyes out . . . because Santa
coutdn't find Elmo before Christmas morn.

... But it remains to be seen whether kids will like all
the Furbies their parents are trying sc hard 1o find. . ..

Cloud, John, “How the Furby Flies.”
Time, Novernber 30, 1998
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. What major factor contributed 10 the demand for Furbies, according to the author?

What happened to shipments of Furbies as soon as they arrived at stores?

How was the success of the Furby “a self-fulfiiling prophecy” (when the act of believing something will happen
actually causes it to happen)?

What other factors might result in an increased demand for a certain product? Give examples.

[

Do you think every holiday season will feature a toy or other item in high demand by consumers? Explain your
ANSWET,
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guestions that follow.

T‘ne growing myth that corn is a cure-all for our energy
woes is leading us toward a potentially dangerous global
fight for food. While crop-based ethanol—the latest craze
in alternative energy——promises a guilt-free way {o keep
our gas tanks full, the reality is that averuse of our agri-
cultural resources could have conseguences even more
drastic than, say, being deprived of our SUVs. it could
leave much of the world hungry.

We are facing an epic competition between the 800
rifficn motorists who want o protect their mobility and
the two biflion poorest people in the world who simply
want to survive. In effect, supermarkets and service sta-
tions are now competing for the same resources.

This year cars, not people, will claim most of the
mcrease in warld grain consumption. The problem is sim-
ole: It takes a whole lot of agricultural produce 1o create a
modest amount of automotive fuel.

The grain required to fill a 25-gallon SUV gas tank
with ethanol, for instance, could feed one person for a
year. If today's entire U.S. grain harvest were converted
into fuel for cars, it would still satisty less than one-sixth of
U.S. demand.

The U.S. Department of Agriculture reports that
world grain consumption will increase by 20 mitlion tons
this year, roughly 1%. Of that, 14 million tons will be used
to fuel cars in the U.S., leaving only six million tons to
cover the world's growing food needs.

Already commodity prices are rising. Sugar prices
nave doubled over the past 18 months (driven in part by
Brazil’s use of sugar cane for fuel), and world corn and
wheat prices are up one-fourth so far this year.

For the world's poorest people, many of whom spend
haif or more of thelr income on food, rising grain prices
can quickly become life threatening.

Once stimudated solely by government subsidies, bio-
fuel production is now being driven largely by the
runaway price of oill. Many food commadities, including

¥PPETITE FOR DESTRUCTION

When demand exceeds supply, prices can soar. This is especially evident at the gas pump. As a
result of rising gas prices, people have become more and more interested in alternative sources
of fuel. Yet these alternative fuels may ereate supply problems of their own, according to Lester
Brown, president of the Earth Policy Institule. As you read the article below, consider the
impdct that ethanol and other biofuels may have on the world’s food supply. Then answer the

corn, wheat, rice, soybeans, and sugar cane, can be con-
verted into fuel; thus the food and energy economies are
beginning to merge.

The market is setting the price for farm commadities
at their oil-eguivalent value, As the price of oil climbs, so
will the price of food. .

in some U.S. Cornbelt states, ethanol distilleries are
taking over the corn supply. In fowa, 25 ethano! plants are
operating, four are under construction, and another 26
are planned.

lowa State University economist Bob Wisner observes
that if all those plants are built, distilleries would use the
entire lowa corn harvest. In South Dakota, ethanol distil-
leries are already claiming over half that state’s crop.

in effect, supermaritets and service
stations are now competing for
the same resources,

The key to lessening demand for grain is to commer-
cialize ethanol producticn from cellulosic materials such as
switchgrass or poplar trees, a prospect that is at jeast five
Years away.

Malaysia, the leading exporter of paim oil, is emerg-
mg as the biofuet leader in Asia. But after approving 32
biodiesel refineries within the past 15 months, it recently
suspended further licensing while it assesses the adequa-
cy of its palm oil supplies. Fast-rising global demand for
palm oif for both food and biodiese! purposes, coupled
with rising domestic needs, has the government con-
cerned that there will not be enough 10 go around.

There are truly guilt-free alternatives to using food-
nased fuels. The equivalent of the 3% of U.S. automotive
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fuel supplies coming from ethanol could be achieved sev-
eral times over—and at a fraction of the cost—by raising

auto fuel-effidency standards by 20%. (Unfortunately

Detroit has resisted this, preferring to produce flex-fuel
vehicles that will burn either gasofing or ethanal.)

Or what if we shifted to gas-electric hybrid plug-in
cars over the next decade, powering shori-distance dri-
ving, such as the dally commute or grocery shopping, with
electricity? '

By investing not in hundreds of wind farms, as we
now are, but rather in thousands of therm 1o feed cheap

PRINARY € SECONDARY SOURCES v

electricity into the grid, the U.5. could have cars running
primarily on wind energy, and at the gasoline equivalent
of less than $1 a gallon.

~ Clearly, solutions exist. The world desperately needs a
strategy to deal with the emerging food-fue! battle. As the
world’s leading grain producer and exporter, as well as its
largest producer of ethanal, the U.S. is In the driver's seat.

Brown, Loster R, “Appetite for Destruction.” Fortune, Aagust 21, 2006

1. What doas the author mean when he says that “supermarkets and service stations are now competing for the

sarne resources”?

2. According to the author, how much of American motorists’ demand for fuel could be satisfied by the entire U.S.

grain harvest?

3, What does the author believe will happen 1o the price of food as the price of oil increases?

4. What impact could this have on the world's poorest people?

5. What are some alternatives to using food-based fuels?

i i
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the questions that follow.

Stephanie Carlson is barely out of high school, and
already she's a credit risk. it took the 13-year-old from Salt
Lake City only five months of buying clothes, jeweiry,
makeup, groceries, and gasoline to run up $7000 in
credit card debt and unpaid tuition. She’s now in credit
counseling and learning to live plastic-free. But she
wishes she'd learned more about eredit cards before the
binge began.

"I know people just like me,” she says. “I'm telling
them not to get started, Once you get started, you can't
stop.”

A new generation of young people is starfing out life
unprepared for temptations like easy credit. New research,
inctuding a national survey for CONSUMER REPORTS of
688 12-year-olds from various economic backgrounds,
shows significant gaps in children’s personai-finance
knowledge. This season of “buying” only accentuates the
problems.

in our survey, only 7.2 percent Knew that credit cards
are a form of borrowing. Four in 10 didnt know that
banks charge interest on loans. Guess who's providing
schools with free personal-finance curricula? Visa,
MasterCard and other financial institutions, whose mes-
sages often promote bad money habits. High school
seniors are particularly uninformed about savings and
investment. . ..

Compounding the problem is the fact that kids will
make more consumer decisions than previous genera-
tions. By the time today’s kids turn 20, they will have seen
or heard 360,000 30-second TV commercials . . . And they
will have received more than $33,000 in thcome and
money gifts, according to separate studies by the Rand
Youth Poll and James U, McNeal, professor of marketing
at Texas A&M University.

That's not lost on advertisers salivating over a market
that grows at 20 percent a year, McNeal says. Kids ages
5 1o 14 spent $24.4 billion i 1996, and directly influ-
enced another $117 billion spent on thelr behalf. . ..

America is a country living on credit. Our consumer culture entices us to buy more goods
than our budgets can actually afford. Many experts are alarmed at this phenomenon.
In particular, they note how younger Americans dre increasingly in over their heads in
credit card debt, are establishing bad spending habits, and are uninformed about the
long-term financial consequences of their spending behavior, Think about vour own
financial habits as you read the excerpt below from Consumer Reports, Then answer

Moreover, credit is easier to come by than ever
before. Sixty-four percent of college students have a
credit card in thelr name, and 20 percent have four or
more cards, says the Roper College Track Financiat Services
survey. Since employers are increasingly checking job
applicants’ credit records, kids with a bad record may find
it hard to obtain work to pay back their debts. At the
Consumer Credit Counseling Service of Los Angeles, col-
lege students make up 10 to 15 percent of those seeking
money-management help, says executive director Gary
Stroth.

A new generation of young peopie
is starting out life unprepared for
temptations like easy credit.

Later in fife, this generation may need tc be more
financially disciplined and self-refiant than their baby
boomer parents. . . .

Our survey of 12-year-oids polied a slightly higher
sociceconomic sample in a different test situation, and
questions were geared 1o a younger grade fevel, 5o results
aren't entirely comparable. On the bright side, nearly all
kids knew that a bank loan is a form of borrowing. But
one-third couldn‘t calculate simple interest. . ..

One reason kids are so uninformed s that personal
finance isn‘t taught systematically in the schools. Unlike in
japan, where such a curriculum is mandatory, the subject
s approached in the U.S. through a patchwork of public
and private initiatives. . . .

In most states, whether 1o teach consumer and per-
sonal finance is decided by school districts, schools, and
teachers. The results range from entire courses 1o just 2
few hours in an economics or math <ass. - . .

Primary and Secondary Source Rea®Basia| Studies Section D 41 12



Name - ] Date Class

PRINARY . SECONDARY SOURCES st

Reating 10

But the reality for many school districts is that there is companies. The materials are rarely objective, and many
no money for personal-finance materials. Instead, many — we saw gave bad advice to students. . ..
are using free handouts provided by credit-carc issuers,
banks, investment hOUSES, pUb“ShE‘YS, and insurance “Future. Debtors of America.” Consumer Reports, Decerber 1997

1. What happened to Stephanie Carison and many young people her age?

2. Discuss the ways in which young people are unprepared for easy credit temptation.

3. What Is the consumer power of young people today? How do advertisers feel about that spending power?

4, What is one reason young people are so uninformed about consumer issues?

5. Do you believe personal finance and credit management should be given 1o school-aged students? Explain your
answer,
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€:)=CoMING FINANCIAL GROWN-UPS

As young couples enter the workforce and begin raising families, they have important choices
to make —including how they should spend and save the money they earn. What should they
do first? Which of their goals should take priority? As you read ihe article below, consider the
advice offered by Money magazine’s George Mannes. Then answer the quesiions that follow.

U ntil racently, Arl and Jennifer Donowitz had ne prob-
lemn deciding what to do with their money. It was easy.
They didn‘t have any.

The couple married . . . while both were still in school.
That first year, they scraped by on $20,000 in income,
mostly from Jennifer's work as a student aide while she
wrapped up a Master’s in Special Education. . . . Ari, a
schalarship student; did odd jobs while finishing his senior
year of college. They paid rock-bottom rent for a little
one-bedroom in Far Rockaway, Queens, . . . and they
skipped the honeymoon entirely.

Three years later, their finances have taken a decided
turn for the better. . . . [Tlogether they're on track 1o earn
$130,000 this year. Their expenses have grown along with
their income: They have a son, Ei, almost two, and
they've moved into a bigger rental. . . . Still, they're saving
in earnest for the first time in thekr lives—ijust six months
after Ari landed his job, they've already socked away
$10,000 in their checking account,

The only problem is that the Donowiizes have no clue
what to do with the money. . . . Jennifer wants a house,
Ari wants an M.B.A_; they know they need life insurance
and that they should be saving for retirement, too. But
they don't know where to start, . . .

Ir other words, they face the same problems as other
couples in their twenties and thirties. They're finally earn-
ing decent money and are ready 1o behave like financial
adults, but need some guidance on how to get there.
These tips should help. _
¢ Set Priorities: When you're just starting a career and
a family, and al! of your goals seem urgent and wildly
expensive, you can feel so overwhelmed, you end up
doing nothing. The key to overcoming paralysis is to zero
in on the two or three goals that are most important, and
to reassure yourself that vou'll tackle the others eventual-
ly. The Donowitzes, for example, have decided to make
saving for retirement and Asi's M.B.A. their top priorities
now, Buying a house can wait a few years, and they're not
even thinking yet about a coliege fund for Eli.

Once you have your short list, make the goals more
tangible by assigning each one a number and a time
frame for achieving it. You'll erase your credit-card debt in
two years by paying douhle the minimum each month, or
you'll put $25 a month aside for emergendies until you
reach $3,000. If the amounts seem laughably small, don't
worry. .. . The important thing now is to get started. . . .
¢ Work with a Net: Part of growing up means planning
for the worst—or at least the unexpected. That's why one
of those first goals should be to build that emergency
fund—a stash of cash egual to three 10 six months of
your living expenses that can tide you over if you lose your
Job or your car breaks down. Getting to that target may
take a while; in the meantime, a low-rate credit card with
a zero balance can substitute for cash in the bank. Just
make sure you save the card for real emergencies . . .

Part of growing up means planning
for the worst—or at least the
unexpected.

e Put Your Money to Work: Now, about that $10,000
that the Donowitzes have saved. . . . [Tihey've chosen just
about the worst place 1o park the money: a checking
account, which typically pays less than 1% in interest or,
in their case, no interest at all, . . A savings account at an
online bank, with recent rates as high as 4.5%, would
provide mich higher returns . . .

¢ Make It Automatic: You'll greatly improve your odds
of success if you organize your finances so that you don't
have to discipline yourself 1o make progress every month,
but can instead fet things just kind of happen on their
own. Most major banks, brokerages and fund companies
will allow you 1o set up autornatic monthly cash transfers
from your bank or paycheck into & designated savings or
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investment account. You can alse automate your credit-
card and other bill payments, which has the added benefit
of ensuring that your payments will arrive on time. That,
in turn, helps improve your credit score,

¢ Don't Forget the Future: As hard as it is to plan for
fife at 65 when you're only 25, you'll end up with tons
more money T you start saving for retirement when you're
young. Contributing 10% of your income is ideal. But
realisticaily, cash-strapped young aduits may need to start

with 3%, then raise it & percentage point every six
months. . . . Once you take those first halting steps
toward your gosls, you'll feel mare confident and iess
stressed. Just ask the Donowilzes, “"Having a clear idea of
what we need to do is a great relief,” says Ari. "We feel
fike we're on our way.”

Mannes, George. “Becoming Financial Grown-Ups.” Money, June 2006

1. According to the author, what is the key to overcoming paralysis when finandial decisions seem overwhelming?

2. What does the author think is a sufficient amount of money to save as a “safety net” for finandal emergencies?

3. What does the author consider to be the "worst place to park the money”? What does he suggest as a better

alternative?

4. How can people organize their finances so that saving and other things “can just kind of happen on their own"?

5. Why is it important to start saving for retirement when you're young?

24
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Thirteen years ago, | embarked on a personal and pro-
fessional adventure when | accepted a job in the Boston
area while living in California, with the intention of
telecommuting full time. The forward-thinking company
that hired me . . . recognized that it could hire the best
pecple if it cast its hiring net nationally. Now, of course,
telecommuting is a norm and a perk that many 1T [infor-
mation technology] professionals have come fo expect.
Still, it not a given in all companies,

Based on more than a decade of experience, hereare
my observations and suggestions about telecommuting,
some of which may surprise you:

» For self-motivated employees, tetecommutirlg means a
productivity boost. Focused and dedicated individuals
will get far more work done at home than in an office.

e Telecommuting improves job satisfaction and loyaity for
employees who want to do it and are well suited 1o the
arrangement.

« Some empioyees will prefer to come to the office
because home is not conducive to work, The key is to
have the flexibility to support the differing work styles
of various employees.

« Organizations that fai to aliow flexibie work arrange-
ments will find it increasingly difficult to attract the best
candidates,

e In some organizations, telecommuters face limited pro-
motion opportunities because “managers” must work
in an office. if you are buliding a virtual organization,
the same opportunities should be open to everyone. |ts
harmful 1o the company if telecommuters are relegated
1o certain jobs by virtue of where they work.

Primary and Secondary Source Readings |
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The computer and Internet revolutions have made it possible for many employees to work
at home. This way of working, known as “telecommuting,” has boomed in recent years.
But telecommuting has both advantages and disadvantages. In this article, Barbara
Gomolski discusses the pros and cons of working at home. As you read, consider whether
telecommuting might be right for you. Then answer the questions that follow.

e I35 impossible to “check up” on telecommuters, and
you shouldn‘t even try. If you don't frust people and you
don‘t fee! confident that you can measure their perfor-
mance, don‘t allow telecommuting. Don't call
telecommuters at 8 a.m. or 5 p.m. to see if they are In
the office. Respect that people have different work
styles. Some may like to get into the office a few hours
early but take a two-hour junch. As long as they are
avallakle when they need to be, be satisfied. Focus on
outcomes, not work styles. '

Companies with fiexible
telecommuting policies tend to
develop a more diverse workforce,
which is good for business.

¢ New employees who telecommute should be assigned
mentors to help them navigate issues that are unigue to
telecommuters, such as connecting from home.

o Companies are saving a bunch of money on office
space as a result of telecommuting. As working from
home becomes more widespread, employees will
expect to be compensated for the costs of running their
home offices. Today, companies typically pay for things
like phones and high-speed Internet connections, but
not utility costs or rent. Expect that to change in the
next 10 years.

= The ideal arrangement is to have the employee come to
the office at least one day a week, so that the individ-
ual can develop an understanding of the company and
itS processes.

25
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 Organizations that aliow telecommuting must have bet-
ter work and management processes than those that
expect workers fo come 10 an office every day. . . . FOr
example, impromptu meetings are just about HMpossi-
ble in a virtual work environment, 50 planned meetings
and formal processes become essantial. Otherwise, you
risk communicating only by e-mail.

e Organizations can feel confident about telecommuters’
performance, provided the performance metrics are
well defined and tracked. Many employees who
selecomnmute have performance goals that are guite
tangible — almost quotalike.

» Companies with flexible telecommuting policies tend to
. develop a more diverse workforce, which is good for
lusiness.

¢ Crganizations that depend on a high degree of coliab-
oration among employees must support telecommuters

1. What are some of the advantages of telecommuting?

with the right tocls and technologies. . . . Today, . . -
technology is much more advanced for supporting vir-
tual collaboration. Use it.

o Telecommuting should be considered a privilege, not a
right. Too many companies have applied a blanket
approach, allowing everyone the same relecommuting
status. The truth is that not all empioyees are setf-moti-
vated or honest.

in the early days of telecommuting, | was an evange-
fist. Now I'm a bit more pragmatic about it, In the main,
telecommuting is a win-win for employees and employers.
However, it also presents unigue challenges that some
organizations are simply not prepared to face.

Gomolsld, Barbara, “Confessions of a Fill-Thne Telecommuter”
ComputerWorld, Februayy 27, 2006

7. When should companies not aflow telecommiuting?

3. Why do telecommuters face limited opporiunities in s

orne arganizations?

&, Why should telecornmuting be considered “a privilege, not a right”?

5. Do you think telecommuting would be right for you? Why or why not?
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) AKING THE MEASURE OF THE GDP: ANOTHER

NUMBER THAT DOESN’T QUITE ADD UP

Gross domestic product (GDP) figures are widely reported and deeply respected. But how
valuable are they? As you read the excerpt, think about the difficulties involved in
measuring the output of an entire national economy. Then answer the questions that follow.

O n the afternocn of March 25 seven officials at the
Bureay of Economic Analysis will convene in an office of
the Commerce Department, pull down the window
shades—Iiest someone is spying from outside—and begin
an arcane [secret] calculation. . . . The officials wilt seek to
determine a number—the number—and It is important
that the number be secret, The officials wiil not utter the
number aloud, in case the room is bugged. Traveling 1o
the bathroom, they will go in pairs. At the end of their
priestly deliberations, the number will be finalized. At 8:00
the following morning, reporters will be acgmitted to
another office with a neat stack of press releases on a
table. At exactly 8:30, the reporters will be permitted to
transmit the number: the growth rate for the fourth
quarter . . . of the gross domestic product, The GDP is the
sum of the market value of all goods and services that
the nation produces, and unfike other indicators, such
as the unemployment rate, it attempts to take account of
the entire U.S. economy. Immediately trumpeted by the
media, the quarterly GDP figure can move markets and
affect elections. 1t is totemic [deeply respected]. But how,
exaclly, is the figure arrived at? What does it measure,
reaily? And what does it miss?

This number represents the market value of services
that figure into the third-guarter . . . measure of the
GhP—everything from house painting to brain surgery.
The figure, $1.8 trillion, looks hard, but like the other
numbers here, it was arrived at by computing a stagger-
ing set of rather soft variables. It takes forty Commerce
Department economists to do the calculation. [It requires]
a giant spreadsheet of 600 rows of data derived from
thousands of statistics provided by the Census Bureau, the
Bureau of Labor Statistics, and private industry. (It should
be noted that certain services are not caiculated, including
unpaid housework and farmwork.) As new information
becomes available, each guarterly figure s revised—iwice
the following quarter, again annually, and then once more
every five years. Thus the GDP number is but a work in
progress. . . .

Primary and Secondary Source Readings

The change in business inventories—tires, pet food,
etc.—is [included in] the GDP. But inventory figures indi-
cate just how problematic it is to estimate the GDR . ..
Because inventories data is incomalete at the time the
guarterly GDP number is first calculated, the figure must
be estimated. it's one of the numbers Commerce
Department officials discuss most behind therr lowered
shades. [in a recent] Cctober they guessed wrong by 37
percent—at least by comparison with the subseguent
Novembar estimate. Changes in inventories are extremely
volatile, . . . and despite new scanning technotogy and
other improvements in inventory control, physical goods
remain difficult to count. . ..

The GDP doesn't tell us what kinds
of jobs are being created, how our
standard of living is changing, or
how the economy is being

restructured,.

It 1991 the United States stopped focusing on gross
national product, which measures only what Americans
and American-owned companies produce, and began 10
focus on domestic output. Thus goods and services creat-
ed within our borders now count as part of our growth,
regardless of what company—Iapanese, German, of
American—produces them. The change was a concession
to the complexities of the global econemy, and such tin-
kering is likely to continue. But the real guestion may be
whether the GDP is a genuinely useful measure, From
1983 until 1989 the United States experienced twenty-six
quarters of GDP “growth.” Yet by the end of the dacade,
workers labored longer for less pay and the United States
had become the largest debtor nation on earth. The GDP

33
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doesn’t tell us what kinds of jobs are being created, how  that we are a national economy, subject to national

our standard of Hving Is changing, or how the economy is  trends, with com
being restructured. Given the slipperiness of the guarterly
GDP number, one might well ask why we follow it.
Perhaps the answer is that we cannot let go of the belief March 1993

1. What does the author imply when he writes that the GDP figure “looks h
computing a staggering set of rather soft variables”7?

man hopes for growth,

Moynihan, Michael. “Taking the Measure of the GDP? Harper's Magazine,

ard, but . . | it was arrived at by

2. How does the author use inventory figures as a way to critique the GDP?

3. Why did the United States start focusing on gross domestic product instead of gross national product?

4. According to the author, why do people follow GDP figures when those figures are so “slippery”?

5. Do you think the GDP figure lacks the accuracy to be useful? Explain your

answer.
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OQHN STUART MILL ON THE ROLE OF GOVERNMENT

The single largest economic institution in the United States is the govem:ﬁeni, so the role the
sovernment plays is of special inferest fo the economist. But what is the proper role of govern-
ment? Nineteenth-century economist John Stuart Mill tackled this question in his classic work,
Principles of Political Economy. As you read the excerpl from it below, consider how this cen-
tury-old discussion is relevant today. Then answer the questions that follow.

O ne of the most disputed guestions both in political sci-
“ence and in practical statesmanship . . . relates to the
proper limits of the functions and agencies of government.
On the one hand, impatient reformers, thinking it easier
and shorter 1o get possession of the government than of
the intellects and dispositions of the public are under a
constant temptation to stretch the province of government
beyond due bonds: while, on the other fhand], mankind
have been so much accustomed by their rulers to interfer-
ence for purposes other than the public good that there

has grown Up a spirit of resistance to the interference of

government, merely as such, and a disposition to restrictts
sphere of action within the narrowest bonds. ...,

In attempting to enumerate [list] the necessary func-
tions of government, we find them to be considerably
more multifarious [diverse] than most people are at first
aware of, and not capable of being circumscribed by
thase very definite fines of demarcation, which it is often
attemnpted to draw round them. We sometimes, for exam-
pie, hear it said thal governments ought 1o confine
themselves to affording protection against force and
fraud: that, these two things apart, people should be free
agents. . . . But why should people be protected by their
government . . . against violence and fraud, and not
against other evils, except that the expediency lappropri-
ateness and benefit] is more obvious?

Nor is the function of the law in defining property
itself so simple a thing as may be supposed. It may be
imagined, perhaps, that the law has only to deciare and
protect the right of everyone 1o what he has nimself pro-
duced, or acguired by the voluntary consent, fairly
obtained of those who produced it. But Is there nothing
recognized as property except what has been produced?
s there not the earth itself, its forests, and waters, and all
other natural riches above and below the surface? . . .
What rights, and under what conditions, a person shall be
sllowed to exercise over any portion of this common
inheritance, cannot be left undecided.

Again, the fegitimacy {of the government] is conced-
ed of repressing violence or treachery; but under which of
these heads are we to place the obligations imposed on
people to perform their contracts? Governments do not
limit their concerns to simple enforcement. They take
upon themseives to determine what contracts are fit to
be enforced. . . . But when once it is admitted that there
are any engagements which for reasons of expediency
the law ought not to enfarce, the same question is neces-
sarily opened with respect 1o all engagements. Whether,
for example, the law should enforce a contract t¢ tabour
fwork], when the wages are 100 low, or the hours of worl
too severe. . ., Every question which can possibly arise as
to the policy of contracts and the relations which they
establish among human beings, is a guestion for the [gov-
ernmentl and one which lit] cannot escape considering,
and in some way or other deciding. . ..

There is a multitude of cases in
which governments, with general
approbation [approval], assume
powers and execute functions for
which no reason can be assigned
except the simple one, that they
conduce [contribuie] to general
convenience.

Not only does [government] undertake to decide dlis-
outes, it takes precautions beforehand that disputes may
not arise. The laws of most countries lay down rules for
determining many things. . . . In doing these things, it has

Primary and Secondary Source Readin®ocig| Studies Section p 49 37



Name . ‘ Date Class
PRIMARY € SECODRRY SOURCES it
never been alieged that government oversteps the proper  function . . . of coining maney. Prescribing a set of stan-

fimits of its functions.

Again, however wide a scope we may allow 1o the
doctrine that individuals are the proper guardians of their
own interests . . . the doctrine can never be appiicable to
any persons but those who are capable of acting in their
own behalf. The individual may be an infant or a lunatic,
or fallen nto imbedility. The law surely must look after the
interest of such persons. . . .

There is a multitude of cases in which governments,
with general apgrobation [approval], assume powers and
execute functions for which no reason can be assigned
except the simple one, that they conduce [contribute] to
general convenience. We may take as an example, the

1. What is Mill's basic point?

dard weights and measures is another instance. Paving,
fighting, and cleansing the streets and thoroughfares is
another. . ..

Examples might be indefinitely multiplied without
intruding on any disputed ground. But enough has been
said to show that the admitted functions of government
embrace a much wider field than can easlly be included
within . . . any restrictive definition, and that it is hardly pos-
sile to find any ground for iustification common o them
all, except the comprehensive one of general expediency.

Mill, Joha Stuart, Principles of Political Economy.
New York: Longmans, Creen & Cuo., Inc., 1892

2. What functions of government does Mill identify?

T

3. Reread the final paragraph. What common justification for the varicus activities of government does Mill detect?

4. Why do you think economists must consider the role of government when doing their work?

5. How does the language of the passage indicate that it is a historical work?

38 . . . imary and Secondary Source Readinge
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ERROR’S ECONOMICS

Terrorism hasn’t had the negative effect on economic growth and globalization that many peo-
ple feared it would. At least, not yet. Economist Robert | Samuelson warns that terrorism—or
more specifically, the war on ferrorism—-threatens the world economy in other ways. Consider

his arguments, and then answer the questions that follow.

Th%s is an age of glaring contradictions. it's hard to
ignore the great disconnect between the rise of terrorism
and the relentless advance of the world economy. After
September 11, the reasonable fear was that terrorism and
its masty side effects—more anxiely, uncertainty, security
checks and higher costs for moving people and carge—
might cripple economic growth and frustrate the spread
of globalization. It hasn't happened. Not yet, anyway.

To be sure, terrorism has exacted some steep costs.
Airlines and tourism suffered after September 11, that
could happen again. Spending for the war in iraq was
vastly underestimated. But the damage has paled pefore
the larger effect, which is not much. Terrorism hasn't
destroyed prosperity or cross-border flows of, goods,
money and people.

Since 2001, the world economy has expanced more
than 20 percent. For the United States, the gam is almost
15 percent; for developing countries, more than 30 per-
cent. World trade—exports and imports—has risen by
more than 30 percent. Qutstanding international debt
securities have jumped almost 90 percent 1o $13.6 trillion
{through the third quarter of 2005).

We cught to ask why the economic fallout has been
so muted—and whether that could change. Could the
backlash so feared five years ago unfoid in the future?

Economic resilience partly reflects human nature.
Pacple and businesses try to.get back to normal. It's what
they know best. For sheer physical damage, acts of nature
often overshadow acts of terrorism. Michael Mussa of the
Institute for International Economics notes that Hurricane
Katrina hurt the economy more than September 11

Even when huge, terrorism’s costs can get lost in a
$13 trillion economy. At fast count, Congress had com-
mitted $432 billion to the wars in lrag and Afghanistan—a
far cry from informal estimates of $50 billion to $200 bik-
lion before the war. The Congressional Budget Office now
projects that those cosis could easily exceed $800 hillion
by 2016, A study by Linda Biimes of Harvard and Joseph
Stiglitz of Columbia puts the war's ultimate budget costs
even higher, at a minimum of $1.1 trillion in present value.

Stifl, this spending is a tiny share of all federal spending,
estimated at $47 trillion from 2001 fo 2016.

Similarly, skillful crisis management after September
11 blunted terrorism's fong-term effect on economic con-
fidence. Some big banks iost their computer and
communications systems; planes carrying checks were
grounded. People might not have been able to cash
checks; banks might have hoarded funds because they
weren't receiving payments from other banks. But the
Federal Reserve lent liberally to banks needing money
($46 bilion on Sept. 12) and temporarily authorized
checks to be credited before being deared. Thus was
averted a wider economic breakdown and a bigger blow
to consumer psychoiogy.

Countries are moving closer
economically ... but they're moving
further apart politically

The resutt is that-—so far—terrorism has been an eco-
nomic blank. People regard attacks around the world (in
London, Madrid, Bal) as isolated tragedies and not a
cause 1o alter their buying habits. But that is not entirely
reassuring. Even if it continues, terrorism might threaten
the world economy in other ways.

Every successtul economic system requires a support-
ing political structure: rules, standards of behavior, ways
of resolving conflicts. For years, the United States and its
allies were bound together by political and economic
alliances. But as Princeton historian Harold James notes,
the war on terror—mainly the war in irag—has created
divisions on political issues that make agreement on eco-
nomic matters harder. Protectionism could depress
economic growth if increasingly nationalistic countries
retreat from global markets. The recent deadlock of the
Doha {Qatar) Round of trade talks is a suggestive example.
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The larger threat invoives the great disconnect: coun-  before World War 1, when European powers were highly
mes are moving closer economically—depanding on each integrated economically and increasingly hostile politicaily.
other more for trade, raw materials {especially oif) and  But there was a chilling disregard for the contradiction. It's
finance, but they're moving further apart politically, dis- a grim analogy that suggests little cause for complacency.
agreeing over goals, tactics and values, Historian Niall
Ferguson of Harvard has pointed to a similar disconnact, Sarmelson, Robert J. “Terror’s Eeonamies.” Newsweek, August 28, 2006

T, What industries suffered most after September 117

2. According to the author, what has been the overall effect of terrarism on economic growth and globalization?

3. Why hasn't the effect been greater?

4. What role did the Federal Reserve play in preventing an economic breakdown after September 117

5. What is the "larger threat” that the author feels terrorism and the war on terror has created?

48 Primary and Secondary Source Readings
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DIRECTIONS: Read about some ways the U.S. government can get involved in
the nation’s economy. Then briefly explain at least one advantage and one
disadvantage of each government action.

Regulations: Congress or government agencies can enact laws or rules to limit
the ways businesses operate. Examples of reguiations include:

punishing companies for air or water poilution from their factories.
- setling age limitations for certain products such as cigarettes or alcohal,
not aliowing companies to merge with others to become monopoiies.

Advantage(s): Disadvantage(s):

Bailouts: During economic crises, the government can give of lend money to big
companies to ensure they don't go out of business. Examples of bailouts include:
in 2008, the government gave $85 bilion to AIG, one of the worifi s largest
insurance companies 1o make sure monay was there o pay cla
The Emergency Economic Stabilization Act of 2008 a!iowed the
government to give money to large banks in danger of failing. '
- In 2008, the U.S. government loaned General Motors, the world's largest
auto maker, $360 million to keep it from going bankrupt.

Advantage(s) Disadvantage{s}):

Subsidies: Certain businesses seen as "necessary for the well-being of the
American people” are given special ireatment (tax breaks, special prices, money,
etc.) by the government. Examples of subsidies include:
Infrastructure for utility companies is partially paid for by the government.
The 2002 Farm Bill paid American farmers an extra .52 cents per bushel
of wheat over and above what they could sell it for themselves.

Advantage(s): Disadvantage(s):

ClnspirkEd Educators, Inc.
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Stimulus: When the economy is in recession people don't spend enough money
on goods and services to keep companies afioat. So the government can “put
money” into the economy in several ways. Examples of stimulus include:

In 2008, the government sent taxpayers checks for $600 per adult eaming
less than §75,000. The hops was they'd spend it on goods and services.
In 2008, Congress passed the American Recovery and Reinvestment Act,

investing billions of doliars to create jobs, repair infrastructure, and pay for
temporary relief programs

Advantage(s): Disadvantage(s):

i

|
|
|

investment: The U.S, government spends money for research and development

of new products, technologies, and medical or scientific breakthrotghs.
Examples of government investment include:

The technology that led to the Internet was paid for and developed by the
U.S. Defense Department in the 1960's and 70's.

The Center for Disease Control and Prevention (CDC) is a federal agency
that spends biliions each year on medical research and programs o treat,

- prevent, and wipe out llinesses.

The microchip that made the iPhone possible was first used by the U.S.
military. It bought such large quantities of the chip, the price came down.
The low price mads it affordable for use in consumer products.

Advantage(s): Disadvantage(s):

Public Goods and Services: The U.S. government produces or pays for many
goods and services. These goods and services can be used by anyone for “free.”
Examples include:
The National Parks Service has 2 yearly budget of over $3 billion to
maintain almost 400 places set aside for the public 1o enjoy.

The U.8. government spends bilions (approximately $70 billion in 2011
on public education,

l Advantage(s): Disadvantags(s);

Clnspirkd Educators, Inc.
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eYNTHESIZING FIGURES FOR CHANGE
IN GOVERNMENT REVENUES

Synthesizing information involves integrating facts.

Directions: Use the information in the table below to help understand how the government’s source of
income changed between 1995 and 1998,

U.5. Budget Receipts
{in millicns of Dollars}

Sources 1995 e ;ggg %ofChange

individual income taxes $590,243 $828,597
Corporation income taxes $157,004 $188,677
Social insurance taxes $484,474 $571,835
Excise taxes $57,484 §57,66%
Estate and gift taxes $14,763 524,076
All other receipts $47,527 $50,567
Net Budget Receipts

1. Calculate the percentage of change for each revenue source. Use your answers to complete the above table.
{To find the percentage of change between 1895 and 1998, divide the difference by the amount for 1995.)

2. The amount of which source of revenue changed least between 1995 and 19987

3. What were the federal government’s net budget receipts in 19957 19987

4. What is the percentage of change in total revenues between 1895 and 18987

E. What two sources of revenue increased more than the average from 1995 {0 19982

€. Based on the new information you have calculated, what is one conclusion that you can draw?

14 Critical Thinking Activities
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j3)RIMARY AND SECONDARY SOURCES
ON FORMS OF MONEY

Primary sources are records of events by people who witnessed them. Secondary sources pull
together information and provide an averview of events after they occur.

Directions: in the space before each of the following passages, write P if it js & primary source or 5 if
it is a secondary source. Then after each secondary source, write the number of the primary source that
supports it in the box provided.

__ 1. Bythe beginning of 1780 Congress had issuec $191,500,000 in paper money (" Continentals”). . . An
attempt had been made o retire some of the paper money, but when the failure of states 10 provide for
the current expenses of the war resuited in exceeding the amount retired by over $35 mition Continental
currency dropped precipitately. Encyclopedia of American History, Sixth Edition ﬂ

2. The other revenue, you see, was just salary obtained for reqular work; but here was a little business opera-
tion upon my own account, and | was very proud indeed of my gold dollar every week. " How | Served My
Apprenticeship,” by Andrew Camegie, The Youth's Companion, April 23, 1896, I

3. Barter requires a double coincidence of wants. Each party to a transaction must want exactly what the
other person has 1o offer, In the past, bartering was used extensively, hoth within and between societies.
Today, however, bartering works only in small societies with fairly simple economic systems. Glencoe’s
Economics Tocday and Tomorrow ()

&, They afterwards came to the ship's boats where we \ere, swimming and bringing us parrots, cotion
' threads in skeins, darts, and many other things; and we exchanged them for cther things that we gave
them, such as glass beads and copper bells. From The Journal of Christopher Columbus Tl

5, Such also, at the beginning of the War of Independence, was the state of want of the insurgent army, and
such was the scarcity of money, and the poverty of that government, now so rich, powerful, and prosper-
ous, that its notes, called Continental paper money, were nearly vaiueless. By the Chevalier de Pontgibaud,
A French Violunteer of the War of Independence

. 6. Coming to Pittsburgh from Scotland at the age of 13, Carnegie went to work in & cotton factory, where
he earned §1.2 for working a 72-hour week. History of a Free Nation N

16 Social Studies Section p 56 Critical Thinking Activities
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STARFORL: HET0MY EOUCET0N GROUF

READING LIKE A HISTORIAN

Document A: Dr. Ward {Modified)

Michael Ward was a doctor in Manchester for 30 years. His practice treated
several children who worked in Manchester factories. He was inferviewed about
the health of textile factory workers on March 25, 1819, by the House of Lords
Committee. The exchange below is an excerpt from the interview.

Question: Give the commitiee information on your knowledge of the
health of workers in cotton-factories.

Answer: | have had frequent opportunities of seeing peocple coming
out from the factories and occasionally atiending as patients. Last
summer | visited three cotton factories with Dr. Clough of Preston and
Mr. Barker of Manchester, and we could not remain-ten minutes in
the factory without gasping for breath...

Questiion: What was your opinion of the relative state of health
between cotion-factory children and children in other employments?
Answer: The state of the health of the cotton-factory children is much
worse than that of children empicoyed in other manufactories.

Question: Have you any further information to give to the
commitiee? .

Answer: Cotion faciories are highly unfavourabie, both fo the health
and morals of those employed in them. They are really nurseries of
disease and vice.

Question: Have you observed that children in the factories have
particular accidents?

Answer: When | was a surgeon in the infirmary, accidents were very
often admitted to the infirmary, through the children's hands and arms
having being caught in the machinery; in many instances the
muscles, and the skin is siripped down to the bone, and in some
instances a finger or two might be lost. Last summer | visited Lever
Street School. The number of children at that time in the school, who
were employed in factories, was 106. The number of children who
had received injuries from the machinery amounted to very nearly
one half. There were forty-seven injured in this way.

Source: House of Lords Committee (Interviewer) & Michael, W. (Interviewee).
{(1819).

Factory Life
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STANECRD HISTORY EERICATION GROVE

READING LIKE A HISTRIAN

Document B: Dr. Holme (Modified)

Edward Holme was a physician who lived in Manchester England during the first
half of the nineteenth century. He was an active member various academic
socielies and associations and a well-regarded doctor. in 1818, he was
interviewed by the House of Lord’s Committee about health conditions of
factories. The exchange below is an excerpt from the interview.

Quesiion: How long have you practiced as a physician in
Manchesier?
Answer: Twenty-four years...

Guestion: Has that given you opportunities of observing the state of
the children who are ordinarily emploved in the cotton-factories?
Answer: i has.

Question: In what state of health did you find the persons employed?
Answer: They were in good health generally. | can give you
particuiars, if desired, of Mr. Pooley’s factory. He employs 401
persons; and, of the persons examined in 1796, 22 were found to be
of delicate appearances, 2 were entered as sickly, 3 in bad health,
one subject to convuisions, 8 cases of scrofula (tuberculosis): in gocod
health, 363.

Cluestion: Am ! to understand you, from your investigations in 1796,
you formed rather a favourable opinion of the health of persons
employed in cotton-factories?

Answer: Yes,

Question: Have you had any occasion to change that opinion since?
Answer: None whatever. They are as healthy as any other part of the
working ciasses of the community....

Question: Who applied to you to undertake the examining of these
children in Mr. Pooley’s factory?
Answer: Mr. Pooley.

Source: House of Lords Commitiee (Interviewer) & Holmes, E. (Interviewee).
(1818).
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STARTUAD HSTORY EDUCATION GROUP

READING LIKE A HISTORIAN

Document C: John Biriey (Modified)

John Birley was born in London in 1805. He lost both his parents by the age of 5,
and he was sent to the Bethnal Green Workhouse. He soon began working at the
Cressbrook factory. John was interviewed about his experiences as a child
worker af the Mill in 1849. An article on his life was published in the newspaper,
the Ashton Chrenicle in May 1849, Below is an excerpt from the article.

Our regutar {(working time) time was from five in the morning till nine
or ten at night; and on Saturday, iill eleven, and often twelve o'clock
at night, and then we were sent to clean the machinery on the
Sunday. No time was allowed for breakfast and no sitting for dinner
and no time for tea. We went to the mill at five o'clock and worked fill
about eight or nine when they brought us our breakfast, which
consisted of water-porridge, with oatcake in it and onions to flavour
it... We then worked till nine or ten at night...

Mr. Needham, the master, had five sons: Frank, Charles, Samuel,
Robert and John. The sons and a man named Swann, the
overiooker, used to go up and down the mill with sticks. Frank once
beat me till he frightened himself. He thought he had killed me. He
had struck me on the temples and knocked me dateless. He once
knocked me down and threatened me with & stick. To save my head |
raised my arm, which he then hif with all his might. My elbow was
broken. | bear the marks, and suffer pain from it {o this day, and
aiways shall as iong as | live...

| was determined to let the gentieman of the Bethnal Green parish
know the treatment we had, and | wrote a letter put it into the Post
Office... Sometime after this three gentlemen came down from

. ondon. But before we were examined we were washed and cleaned
up and ordered to tell them we liked working at the mill and were well
treated. Needham and his sons were in the room at the time. They
asked us guestions about our freatment, which we answered as we
had been told, not daring to do any other, knowing what wouid
happen if we iold them the truth

Source: Birley, J. (19 May 1849). The Ashton Chronicle.
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STRMEDOR FESTORY EPUCATION GROUF

READING LIKE A FIST. REAR

Document D: Edward Baines {Modified)

Edward Baines was a newspaper journalist and editor for the Leeds Mercury
Newspaper. In the 1830s, he was elected to Parliament, and served there as a
political liberal. Although Baines supported the end of slavery and various
political reforms, he opposed legisiation regufating factories and extending voting
rights to the English working class. These are excerpts from his book History of
the Cotion Manufacture in Great Britain.

Above all, it is alleged that the children who labor in milis are
often cruslly beaten by overiookers, that their feeble iimbs become
distorted by continual standing and stooping, that in many milis they
are forced to work thirteen, fourteen, or fifteen hours per day, and that
they have not time either for play or for education.

Factory Inspectors who have visited nearly every mill in the
country have proved that views menfioned above of labor in. factory
mills contain a very small portion of truth. It is definitely true that
there have been instances of abuse and cruelty in some factories.
But abuse is the exception, not the ruie. Factory labor is far less
injurious than many of the most common jobs of civilized life.

The human frame is liable to an endless variety of diseases.
Many of the chiidren who are born into the worid, and attain the age
of ten or twelve years are so weak, that under any circumstances
they would die early. Such children would sink under factory labor, as
they would under any other kind of labor, or even without labor.

| am not saying that factories are the most agreeable and
healthy places, or that there have not been abuses in them, which
required exposure and correction. it must be admitted that the hours
of labor in cotton mills are long, being twelve hours a day on five days
a week, and nine hours on Saturday, But the work is light, and
requires very little muscular exertion. it is scarcely possible for any
job to be lighter. The position of the body is not injurious: the children
walk about, and have opportunity to sit down frequently if they want
0. On visiting milis, | have noticed the cooiness and calmness of the
work-people, even of the children, whose attitudes are positive and
not anxious or gioomy.

Source: Baines, E. (1835). History of the Cofton Manufacture in Great Britain.
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STANFORD ENSTCRY EDAICATICN GROURP

READING LIKE A HIST. RIAN

Guiding Questions

Document A: Dr. Ward
1) (Sourcing) Why is Dr. Ward being interviewed by the House of Lords Committee?

2) (Ciose Reading) What does he mean when he refers to factories as “nurseries of
disease and vice™?

3) (Close Reading) What evidence does Dr. Ward use to back his claim that factories
were unhealthy and unsafe for children?

Document B: Dr. Hoime _
1} (Sourcing/Corroboration) How is the source information for this document similar to
and different from document A?

2} (Close reading) What evidence does Dr. Helme use to back his claim about the health
of children in factories? Do you think this is convincing evidence?

3) (Close reading) Why might it matter that Mr. Pooley asked Dr. Holme to examine the
children at his factory?

4) Which document, A or B, do you think is more trustworthy? Why?

Factory Life
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STRNMCRD HISTORY EDUCATION GROU

READING LIKE A HISTLRIAN

Document C: John Birley
1. (Sourcing) What type of document is this? When was it written?

2. (Sourcing) How old was John Birley when this account was published?

3. (Corrcbaration} Which document, A or B, does this account more closely match?
How?

4. (Clese reading) Why did John Birley not teli the fruth about life working in the mill fo
the inspectors?

Document D: Edward Baines :
1. {Sourcing) Who wrote this arficle? When was it writien?

2. (Sourcing) Why did Baines write this article?

3. (Close reading) What does he mean in the second paragraph, when he states, “But
abuse is the exception not the rule"?

4, (Close reading} What is Baines’ main point in the final paragraph?

5. {Corroporation) Which document, A or B, does this account more closely match?
How?

8. Who do you think is a more frustworthy source, Birley or Baines? Why?

Factory Life
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HTARFORED HSTORY ECUTATIO GRIOUF

READING LIKE A HISTORIAN

Making a Claim:
Do you think that English textile factories were bad for the health of working class
families?

Write a paragraph in the space below, using evidence from the documents to
support your claims.

Factory Life
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STAMFORD ARSTORY ERUCATIN GROUF

READING LIKE A HIST RIAN

Document A: The Daily Express

The Daily Express is an English newspaper founded in 1900. Like other English
newspapers, it printed daily news and stories on the war. Here is an excerpt
written by reporter John D. Irvine describing the first day of the Batile of the
Somme. It was published on July 3, 1916. _

The great day of battle broke in sunshine and mist. Not a cloud obscured the sky
as the sun appeared above the horizon - in the direction where the German
trenches lay. . . .

| witnessed the last phase of the bombardment, which preceded the advance. it
was six o'clock (summer time) when we arrived there. The guns had been
roaring furiously all through the night. Now they had, so to speak, gathered
themselves together for one grand final effort before our British lions shouid be
let loose on their prey. . ..

A perceptibie slackening of our fire soon after seven was the first indication
given to us that our galiant soldiers were about to leap from their trenches and
advance against the enemy. Non-combatants [like myself], of course, were not
permitted to witness this spectacie, but | am informed that the vigor and
cagerness of the first assault were worthy of the best traditions of the British
Army. | have myself heard within the past few days men declare that they were
getting fed up with the life in the trenches, and would welcome a fight at close
guarters. . ..

We had not to wait iong for news, and it was wholly satisfactory and encouraging.
The message received at ten o'clock ran something iike this: "On a front of
twenty miles north and south of the Somme we and our French allies have
advanced and taken the German first line of trenches. We are attacking
vigorously Fricourt, La Boiselle, and Mametz. German prisoners are surrendering
freely, and a good many already falien into our hands.”

Source: John D. Irvine, “Special Account of the Fighting in Our New Offensive,”
The Daily Express, July 3, 1976.

| Vocabulary

precede: to come before

galiant: brave

- slacken: 1o loosen up, or taper off

STANFORD HiSTORY EDUCATION GROUP sheg.stanford.edu
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STANFORD BISTORY EDUTATIN GROUF

READING LIKE A HISTRIAN

Document B: British Soldier

George Coppard was a British soldier who fought during the entire First World
War and was twice wounded. He fought at the Batile of the Somme as a machine
gunner and wrote about his experiences in his book, With a Machine Gun to
Cambrai. In this excerpt, Coppard recollects his experience on July 2, 1916.

The next morning we gunners surveyed the dreadful scene in front of our trench.
There was a pair of binoculars in the kit, and, under the brazen light of a hot mid-
summer's day, evervthing revealed itself stark and clear. . . .

immediately in front, and spreading left and right until hidden from view, was
clear evidence that the atiack had been brutally repulsed. Hundreds of dead,
many of the 37th Brigade, were sfrung out like wreckage washed up to a high-
water mark. Quite as many died on the enemy wire as on the ground, like fish
caught in the net. They hung there in grotesque postures. Some looked as
though they were praying; they had died on their knees and the wire had
prevented their fall. From the way the dead were equally spread out, whether on
the wire or lying in front of it, it was clear that there were no gaps in the wire at
the fime of the attack.

Concentrated machine gunfire from sufficient guns to command every inch of the
[barbed] wire, had done its terribie work. The Germans must have been
reinforcing the wire for months. It was so dense that daylight could barely be
seen through it. Through the glasses it iooked a black mass. The German faith in
massed wire had paid off.

How did our planners imagine that Tommies [British soldiers], having survived all
other hazards - and there were plenty in crossing No Man's Land - would get
through the German [barbed] wire? Had they studied the black density of it
through their powerful binoculars? Who told them that artiliery fire would pound
such [barbed] wire 1o pieces, making it possible to get through”? Any Tommy
couid have told them that sheli fire lifis [barbed] wire up and drops it down, often
in a worse tangle than before.

Source: George Coppard, With a Machine Gun to Cambrai, 1969.

Vocabuiary
repuised: resisted; stopped

STANFORD HISTORY EDUCATION GROUP sheg.stanford.edu
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STAMFORII HISTORY EDULATION GROU

READING LIKE A HISTORIAN

Document C: German Soldier

Otto Lais was a soldier in German Infantry Regiment 169. He was a maching
gunner and fought at the Battle of the Somme. Here is an excerpt from his
memoir recounting his experience during the battle’s first day. The date of his
memoir is unknown. It was originally published in 19385.

Wild firing slammed into the masses of the enemy. All around us was the
rushing, whistiing, and roaring of a siorm: & hurricane, as the destructive British
shell rushed towards our artillery which was firing courageously. . . . The machine
gunners were earning their pay today. Belt after belt was fired, 250 rounds -
1,000 - 3,000. . ..

The British keep charging forward. Despite the fact that hundreds are already
lying dead in the shell holes to our front, fresh waves keep emerging from the
assault trenches . . . 18,000 rounds! The other platoon weapon (machine gun)
has a stoppage. Gunner Schwarz falis shot through the head over the belt he is
feeding. The belt twists, feeds rounds into the gun crookedly and they jam! Next
man forward, The dead man is removed. The gunner strips the feed mechanism,
removes the rounds and reloads. Fire; pause; barrel change; fetch ammunition;
lay the dead on the floor of the crater. That is the hard, unrelenting fempo of the
morning of 15t July 1916. The sound of machine gun fire can be heard right
across the divisional front. The youth of England bied to death in front of Serre
[our position]. :

Source: Otto Lais, “A Machine-gunner in Iron Reg:ment 169,” date unknown,
originally published 1935.

STANFORD HISTORY EDUCATION GROUP sheg.stanford.edu
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STANFORD HISTORY ELLCATION GROUE

READING LIKE A FISTORIAN

The Battie of the Somme
Graphic Organizer

Doc A

DecC

Who wrofe it?
When? What
type of
source?

Author's Tone
(include 1-2
examples)

Did the author
withess the
evenis he
describes?

Who won the
first day of the
battle? How?

Is this source
trustworthy?
Why?

STANFORD HISTORY EDUCATION GROUP
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STANFORD HRETORY EDUCKIN GROUY

READING LIKE A HISTORIAN

Use evidence from the three documents to write a paragraph addressing the question:
Who won the first day of the Battle of the Somme?

STANFCRD HISTORY EDUCATION GROUP sheg.sfanford.edu
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STAMNFORD HISTORY ERUCANON GROUR

READING LIKE A HISTORIAN

March 13, 1938

Sept. 22-24, 1838

Sept. 29, 1938

March 14-15, 1939

March 21, 1939

Appeasement Timeline

Germany annexes Austria.

Chamberiain meets with Hitler in Godesberg,
Germany. Hitler claims Sudeteniand region of
Czechoslovakia would be final German demand for
territory. '

Germany, ltaly, Great Britain, and France sign the
Munich Agreement.

Germany breaks the Munich Agreement and
occupies the rest of Czech lands.

France and Great Britain agree to support Poland
against Nazi aggression.

Aug. 23, 1839 Germany and the Soviet Union sign the Nazi-Soviet
Pact, dividing Eastern Europe into spheres of
influence.

Sept. 1, 1939 Germany invades Poland.

Sept. 3, 1839 Honoring their support of Poland, Great Britain and
France declare war on Germany,

STANFORD HISTORY EDUCATION GROUP sheg.stanford,.edu
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STENF ORD AXSTORY ERUCATIZN SROUE

READING LIKE A HIST.RIAN

Document A: Nevilie Chamberlain (Modified)

Neville Chamberlain met with Adolf Hitler twice in 1938 to discuss
Germany’s aggressive foreign policy. On September 30, 1938, they signed
the Munich Pact, which gave the Sudetenifand of Czechosiovakia to
Germany. In exchange, Hitler agreed that Germany woulfd not seek to
acquire additional territory. In this excerpt, Chamberiain defends the
agreement in front of the United Kingdom’s House of Commons.

What is the alternalive tc this bleak and barren policy of the inevitability of
war? In my view it is that we should seek by all means in our power fo
avoid war, by analyzing possible causes, by trying to remove them, by
discussion in a spirit of collaboration and good will. | cannot believe that
such a program would be rejected by the people of this country, even if it
does mean the establishment of personal contact with dictators. . . .

| do indeed believe that we may vet secure peace for our time, but | never
meant {o suggest that we shouid do that by disarmament, until we can
induce others fo disarm too. Our past experience has shown us only too
clearly that weakness in armed strength means weakness in diplomacy,
and if we want to secure a lasting peace, | realize that dipiomacy cannct be
effective unless . . . behind the diplomacy is the strength {o give effect. . . .

| cannot help feeling that if, after all, war had come upon us, the people of
this Country would have lost their spiritual faith altogether, As it turned out
the other way, | think we have all seen something like a new spiritual
revival, and | know that everywhere there is a sfrong desire among the
people to record their readiness o serve their Country, where-ever or
however their services could be most useful.

Source: Neville Chamberlain to the House of Commons, October 5, 1938.

Vocabulary

induce: convince
t

i
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STANFORD HETORY EDUCATICE: GROUS

REABING LIKE A HISTORIAN

Document B: Winston Churchill (Modified)

Winston Churchill was the loudest and most important critic of
Chamberlain’s policy of appeasement. He believed that Hitler and
Germany needed fo be dealt with more firmly. The foliowing excerpt is
from part of a speech Churchill made fo the House of Commons as they
debafed the Munich Agreement.

[ will begin by saying what everybody wouid like o ignore or forget but
which must nevertheiass be stated, namely, that we have sustained a total
.. . defeat. . . .The utmost he [Chamberiain] has been able to gain for
Czechoslovakia and in the matiers which were in dispute has been that the
German dictator, insiead of snaiching his victuals from the tabie, has been
content to have them served {0 him course by course. . ..

| have always held the view that the maintenance of peace depends upon
the accumulation of deterrents against the aggressor, coupled with a
sincere effort to redress grievances. . . . After the [German] seizure of
Austria in March . . . | ventured to . . . pledge that in conjunction with
France and other powers they wouid guarantee the security of
Czechoslovakia while the Sudeien-Deutsch question was being examined
either by a League of Nations Commission or some other impartial body,
and | still believe that if that course had been followed events would not
have fallen info this disastrous state. . . .

i venture to think that in the future the Czechoslovak State cannot be
maintained as an independent entity. You will find that in a period of time,
which may not be measured by years, but may be measured only by
months, Czechosiovakia will be engulfed in the Nazi regime. ., . . We are in
the presence of a disaster of the first magnitude which has befalien Great
Britain and France. . .. This is only the beginning of the reckoning.

Source: Winston Churchill to the House of Commons, Cctober 5, 1938.

Vocabulary
redress: to make right
victuals: food impartial: fair and just
deterrents: prevention strategies engulfed: consumed
STANFORD HISTORY EDUCATION GROUP sheg.stanford.edu
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STRNFCRO FSTORY EDUGATION GROUFE

READING LIKE A HISTRIAN

Document C: Bartlett (Modified)

Vernon Bartlett was an outspoken critic of the Munich Agreement. He was
elected to Parliament in 1938, in part, because of his opposition fo
appeasement. He was in Godesberg, Germany, working as a reporter
when Chamberlain and Hitler met on September 22, 1938. He wrote about
the meeting in his book And Now, Tomorrow {1960;. The folfowing is an
excerpt from the book.

The mood of the German officials when it was announced that the Prime
Minister (Chamberiain) would not see the Chancellor (Hitler) again was one
aimost of panic. This meant either war or a Hitler surrender. The crowds
that applauded Chamberiain as he drove along the Rhine consisted not so
much of ardent nationalists, delighted that a foreign statesman had come fo
make obeisance io their Fuehrer, as of ordinary human beings who
wanted to be kept out of war.

Since history cannot - thank God - repeat ifself, one cannot produce proof
to support one's opinions, but I am firmly convinced that, had Chamberiain
stood firm at Godesberg, Hitier would either have climbed down or would
have begun war with far less support from his own peopie than he had a
year later. :

The British forces, one is told, were scandalously unprepared, and were
able to make good some of their defects (become better prepared) during
that year. But meanwhile the Wesiern Aliies lost the Czechoslovak Army -
one of the best on the Continent - defending a country (Czechoslovakia)
from which the German armies could be out-flanked.

Source: Vernon Bartlett, And Now, Tomorrow, 1960,

Vocabulary ;

obeisance: respect
scandalously: worthy of public outrage
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Document D: Henry Channon (Modified)

Henry Channon was born in America but became a member of Parliament
in Britain in 1935. Throughout his life, he kept a detailed diary. The eniry
below is from the day that Hitler invaded Czechoslovakia, March 15, 1939,

Hitler has entered Prague, apparently, and Czechoslovakia has ceased to
exist. No baider, bolder departure from the written bond has ever been
committed in history. The manner of if surpassed comprehension, and his
calious desertion of the Prime Minister is stupefying...The PM must be
discouraged and horrified...| thought he looked miserable. His whole policy
of appeasement is in ruins. Munich is a torn-up episode. Yet never has he
been proved more abundantly right for he gave us six months of peace in
which we re-armed, and he was right to try appeasement.

Source: Henry Channon, diary entry, March 15, 1939.

Document E: Lord Halifax (Modified)

Lord Haiifax was the British Foreign Secrefary from 1938 —1940 and was a
key figure in supporting the policy of appeasement. In 1957 he wrote his
memoirs, which included fong sections devoted to defending the policy of
appeasement. The following excerpt comes from his memoirs, Fuiness of
Days, and attempts to give one reason why appeasement was a good
policy.

When all has been said, one fact remains dominant and unchaliengeable.
When war did come a year later [in 1939] it found a country and
Commonwealth (the United Kingdom) wholly united within itself, convinced
to the foundations of soul and conscience that every conceivabie effort had
been made fo find the way of sparing Europe the ordeal of war, and that no
alternative remained. And that was the best thing that Chamberiain did.

Source: The Earl of Halifax, The Fulness of Days, 1957.
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Appeasemént: Guiding Questions

bocument A: Chamberlain

1) (Sourcing) When and where did this speech take place? What was Chamberiain’s goal for
the Munich Agreement?

2) {Context) Why mtght people in £ngland in 1938 have supported appeasement?

3) (Close reading) What did Chamberlain claim England should do while pursuing the policy of
appeasement?

Document B: Churchill
1} (Sourcing) When and where did this speech take place? What was Churchill's purpose?

2) (Close reading) What did Churchill mean when he said that instead of being forced to
“snatch” his “victuals from the table,” Hitler had “them served to him course by course™?

3) (Context) in the second paragraph, what did Churchill claim could have prevented Germany
from taking the Sudetenland? Did he offer any evidence for this claim?

4) (Context) What did Churchill predict will happen in Czechoslovakia?
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Document C: Bartlett

1) {Sourcing) When was this document written? What was Bartlett's purpose in writing it?

2} (Close reading) What did Bartlett claim Hitler would have done if Chamberlain had “stood
firm" and not pursued appeasement? What, if any, evidence did Bartlett offer to support this
claim?

3) {(Context) What peint did Barflett make about the British and Czechoslovakian armies?

Document : Channon
1) (Sourcing/Context) When was this document written? What had just happened?

2) {Context) Why did Channon ciaim appeasement was the right policy? What, if any, evidence
did he use to back this claim?

Document E: Lord Halifax
1) (Source) When was this document written? What was Halifax's purpose for writing it?

2) (Context) Why did Halifax claim appeasement was the right policy? What, if any, evidence
did he use to back this claim? '
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Appeasement Hypotheses

‘Hypothesis #1: After reading Documents A and B, creaie a hypothesis to answer the
question: Was appeasement the right policy for England in 19387 Cute evidence from
the dpcuments to support your answer.

from the documents to support your answer,
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