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CHAPTER I
INTRODUCTION
Statenment of the Problem

The purpose of this study was to organige end present an
instructional unit for use in the teaching of en introductory
course in sconomiss. The unit, "Distribution of the Hatlonal
Income,” 1s prepared according to the plen advocated by
Blllett! in the Fundamentals of Secondary-School "eaching.

Justifiocation of the Problem

A large nusber of ocollege students taking an introductory
course in economios 4o not expect to become specialists in the
- field. Hany of them have no idea what to expect in such a
course, but they seem to feel that there is something in it for
them. Perteining to thes large nusber who elect to study
economics, Clark has this to say:

What do students went? Judging by the numbers
who flock into courses in economics, there must be

1pillett, Roy 0., Pund of -Sghg
Teaching, Eoughtan Hiftlin.coupany, Boston, 1940, p. AS9.

The Bavara V. Soven ominoret Fo e anelia of Egononics,
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either great expectations of what they are going to
get out of the courses, or at least s great felt
need for something they heve some reasonable hope
of getting. Something has happened to the "deadly
dull science.®” It seems evident that studenta

Pat expect to gain something important, and some of them
find the subject vital snd appealing. This presents
a tremendous stimulus and responsidility to those
who teach or prepare materials for teaching, to do
the utmost humanly possible to meet the need and to
fulfill all reasonable expectations within the limits
set by the enormously diffiocult msterial.

Experience shows, however, that very often students are
disappointed in thelr expectations, because teachers have
feilled to maintain interest by placing too much emphasis on
theoretical principles end too little on thelir practicsl
spplication in real life situations, Taylor.B as cheirman of
a committee appointed for the study of the teasching of
economics in colleges, reports:

A specter 18 haunting teachers of economics, the
gpecter of bad teeching. . . . Opinion seems to

be rether general that the first course in
economics, usunlly called Prineiples of Economios
is deadly impraetical, and probably the worst
taught course in American colleges and universities.
Why 40 so many superior students leave the
principles course with a 'neversgain' attitude
towards economics offerings in generel? Why is the
courase deadly and apparently taught witihout refer-
ence to the needs and interests of students? These
are questions which require the immedlete attention
of economists and college administrators everywhere,

Economics i3 becoming more and more importent. The
preservation of our democrsacy hinges to a lerge extent upon

~ the understanding and appreciation of our system by all, For

BTaylor, Horaoce, "The Teachlng of Undergraduante Economics,”
Aperjcan Ecopomic Reviex, Vol. XI, No. 5, December 1950, p. 1.
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‘the past decade or two educators have been advocating the need
for & vital economics course even on the secondary level.
Agcording to Shields“ sconomic illiteracy is not confined to
any one group. Day~laborers, doctors, even college graduates,
2ll reveal thelr superficlzl and unsound economic knowledge,
"Very few," he continues, "see the relationship of his job to
the economic scheme 28 a whole."

But economics can be made interesting and practical because
it is a living sclence. As such the study of economics must
of necessity be adapted to social changes. This does not imply
the task of devising new 1a§s or new principles because the old
‘ones are as stable ag one can expect them to be in a changing
world. What it impliea, however, is the practical application
of econonic tendencies to actual everyday happenings.

The ecollege economics students, therefore, must be made to
realize the close relationship betwsen economics and the world
in which they will bs plunged tomorrow.

The twofold purpose of an introductory course in economics
should be to help students become more intelligent citizens,
and to give them the tools with whioch to conduct thelr personsl

~business affairs in such & manner that they will proceed more
effectively and with s greater degree of assurance in a

conmplex economic soclety.

bShields, Harold G., "The Abolition of Economic Illiterecyg"

gummmwmmw. Vol. XX,
cember 1931, p. 315.
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The unit method of instruction set forth by Billett in the
Fundamentals of Seqondary-School Teaching has been chosen by
the writer to present the topic "Distribution of the National
Income,” because the unit method eppears to be an effective way
of teaching. When used, both teacher and students see the
oourse as a whole., Learning and progress 1s individusliged end
students are made responsible for their achievements. The
learning cyocle 1s planned to meet individusl differences in
that it offers a challenge to the wesker as well as to the
brighter students.

While developed primarily for use in secondary schools,
Billett's unit method 18 based on principles that must opereste
in every good teaching-learning situation. Thus it develops
a valid way of organizing end teaching courses on the college
level.

In conclusion it should be pointed out that the use of
this unit method in an institution beyond the secondary level
is no radical immovation. For exemple, it hss been used by
Billett in his classes at Boston University. It was the method
used by Jones’ in developing 2 course in anatomy for students
in a school of nursing, and also by Stafford6 in organizing

gkonas Harriet H., A gggggggg
P on the Unit Bethod & ubnahed YR

Fhyslology
Thesis, Boston versity, Boston, 1944,

65tafford, Jom J., %h:gg Units Eﬂgngmggg for Prospec~
tive Classroom T npublished Master's Service Paper,

Boston University, Boston, 1946.
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three source units in economics for the sgpecific use of teacher-

training schools,

Delimitation of the Problem

The broad toplec "Distribution of the Hational Income"
organized in this paper will de divided into = number of
subordinate topics including rent, wages, interest, capital,
and profits. All avallable material that is directly or
indirectly related to these subordinate topics will be ocalled
to the attention of the students. The delimitation of the unit
which is for the tescher's use only was arranged to cover the
most important facts pertaining to factorial distribution.

This plan will give the teacher sn opportunity to make use of
current economic events whenever she feele that this procedure

would be beneficial to the students.

Discussion of Terms

The terms used in the orgenization of this unit are those
found in Billlett's book, Fundamentals of Secondary-School
ZTegohing, and adspted by the writer to the needs of the present
report.

nit organizatlon. A unit organization is a systematic
method of class preperation which involves the creation of
\sitnations capable of leading the student to discover worthy
goels toward which he may want to work.
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Delimitation of ihe Unit. A statement of the phases of
the topic that sre $0 be mede the direct object of instruction

in 8 given cles: of a gliven grade level, during s given time
allotment is referred to as the delimitation of the unit.
¥nhile the statement of the unit 1s given in three or four
declarative sentences, the delimitation of the unit comprises
as many declarative sentences as are nscessary to define the
materiasl that the teacher wishes to meike the goal of her
progrem, 1he delimltation is just as importent from the point
of view of what it includes as from what it excludes, It
generslly represents the part of the toplc outside of which
the teacher will make no effort to lead her cless.

Although the delimitation is for the teacher's use only,
the vocabulary used should be such that would be understandable
to the student upon completion of the corresponding unit
assignment,

Epit sssigoment. The unit assignment consists of an
exposition of the activities in whioh the pupils are sxpected
to engege and which will help thea bring about the changes
stated in the unit and in the dellaitation. 1if 18 intended to
put the pupils into an interrogative atate of wmwind. It
comprises chiefly a number of questlione, standards to be
aschieved, and problems to be solved., The assignments ere
arrenged in such a way that the pupils msy begin at different
pleces according to their interest, and proceed at different
rates of speed toward the expected goamls,
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Incidentel and indirect leerning prodycts. The skills,

attitudes, apprecistions or habits that are not considered to
be s direct object of inztruction ere ocalled incidental and
indirect learning products, However, at the beginning of the
course, the teacher mey foresee changes llkely to take place as
a result of the learning cycle, These should be clearly stated
and revised from time to time s0 as to assure the maximum
benefit to the students,

The options] related asctivities. Optionzl related
sctivitizs are those in which studenis engage solely hecause
they want to. They are designed for the purpose of providing
work for students who have completed the minimum requirements
of the unit assignments #nd who desire to pursue their research
on & topic of particular interest to them. The optional
activities may take & number of forms such as problems, charts,
projects, debates, notebooks, oral or written reports., They
should be prepared in such a way that even the poorer students
may be gilven an opportunity to select and work out some part
of the optional work to his satisfaction and benefit.

Tentative time gllotment. The tentative time allotment is
a statement of the approximate time that students are to be
allowed to spend on the unit. The tine usually varies from one
to four or filve weels,

Core setivities. The core sctivities are the unit
assignments in which most of the students are expected to

engage at come time or other, The activities should provide



for a minimum requirement of work although the students are
free to choose how, when, and where a given task may be
performed. Lecause of this option, & copy of sll core
sotivities should be given to each student.

Study snd setivity guide. The study guide 1s an over-all
expogition of the unit, As the student does not possess a copy
of the delimitation of the unit, nor of the indirect learning
productse, a study guide is given him 80 that he msy at a glance
separate the items which the teacher 1s to present through
discussion and those which he 13 expected to derive fron
reading references. The guide sheet also gives information
pertaining to the estimated time allotment and the schedule of
tests,

Teats. Tests are a very importent part of each unit
assignmwent. It is often interesting and helpful to know at
the outset of the teaching cycle what each pupil has already
achleved in the area represented by the unlt and its delimita-~
tion. This may be done by administering s pretest of tne
objective type. At the end of the learning cycle, & mastery
test 13 given to determine the progress achleved. The uss

of the pretest as a mastery test at the end of the unit will
give ocoa®lon to note interesting results by means of

comparisons., ?Perlodic quizzes of ons type or snother are
necessary so that both pupils and teacher may Xeep informed on

the prograéss being made,



Organization of Chapters

This report is organized into four chapters. The first
chapter, the Introduction, conteins the statement of the
problem, the Justificatlion of the probiem, the delimitation of
the prodblem, and a discussion of terms. Chapter 1i cutlines
the procedures followed in cornstrusting tne unit. 7<he third
chapter, Improving the Teamching of Economics, sets forth
éillett'a exposition of the pedagogioal values of the unit plan,
the method of presenting the unit, the perlod of tims allotted
to the teaching of the unit, the use of the study gulde and of
}efernnces, and the evaluating medium. Chapter 1V,
Distribution of the Natlonal Income, contains & general
‘statement of the unit, the delimitation of the unit, the
incidentel and indirect learning products, the core activities,
the optional related activities, the students' references,

and a mastery test.



CHAPTER II
PROCEDURES

A gpystemmtic procedure was followed by the writer in
constructing the unit of instruction "Distribution of the
National Income." The unit was prepered in the following
manner:

1. Twenty college textbooks were anslyzed to determine
the method of presentation and the materisl that various
authors included in the seection *"Distribution of the Hational
Ineome.*

2. A number of reference books on the history of
economics were examined to give the writer & clear under-
stending of the totel ploture upon which are based the
economic laws involved in the unit presented in this report.

3. Syllabdbl of different schools were reviewed to
determine the specific and the generzl objectives of & course

10

in pﬁlneiples of economics in order to help the writer compille

a 1ist of objeotives that would conform to those of authorities

in the field of sconomics, dusiness education, and genersal
education.

.b. The specific goels and incidental learning products
of the unit were then prepared s8s & gulde to the selection of
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materials, problems, and activities to be included in the
report.

5. Courses of study wers consulted and a tentative out-
line of the unit was prepared.

6. Students' references were selected. The selection
was made on the basis of the resadablility of the materiesl to
be presented in this unit.

7. The delimltation of the unit in complete declarative
gsentences was then prepered. The delimitation which is for
the teacher's use only contains the fundamental facts that
must be presented and interpreted to the students during the
time devoted to the presentation of the unit.

8. The core activities were organized. Speeifioc
references were selected for each core activity to assure a
maximum of understanding snd comprehension in s minimun of
time. All students are expected to work out the core
problems at some time or other during the period allotted for
the teaching of the unit.

9. The optional relsted problems were then prepared.
These problems are meent to challenge the mental capecities
of the best students, as well as to permlit the average
students to obtain a feeling of achievement through the
selection and completion of a number of these extra problems.
This i8 one of the meane by which the unit plan provides for
individual differences.

10. The pretest which is to de used as a mastery test
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was constructed with the questions in the test based upon the

materisl covered in the study gulde problems. The results
of the test should serve to evaluate the knowledge acquired
by the students in the area presented, to check weaknesses,

and to review the unit covered,



CHBAPTER 111

INPROVING THE TEACHING OF ECONORICS
THROUGH THE USE OF THE UNIT

Introduetion

Every tescher must bde conocerned with tesching improvement.
Teaching 1s not an end in itself, 1t is only e means to an end.
The growth of the student is the end result of tesching. If
the tescher 15 to fulfill her task effectively, he hng @
professionel obligation to study, compare, and finally adopt
the method of instruction that will Wring forth the best
results in the intellectusl growth of his students. 5Studies
tend to show that the tsaching of economios has followed 8
beaten path that few teachers have dared to crosgs., #idespread
economic 1lliteracy indicates that there is rooam for a great
desl of experimenting with the different ways of handling the
tesching situstion in the clasaroom. There is no single "“cure-
all® in the field of iaprovement of instruction, but the
general opinion seems to point to the ters “pupil-perticipationd

The unit plan of instruction may be the solution to the
probles of iamproving the tesching of economlos for msny
teachers. It provides a wvariety of ectivities, projects,
and questions that may well be adapted to the students' needs

13
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and interests., Thought-provoking in nature, the unit method

of temehing is designed to arouse and maintain the interest of
individusals becsuse the assignments are geared to the level of
the group. By giving the students a certain margin of freedom
in thelr choice of activitiess to be performed, the unit is
bound to bring about the desired results in the mental growth
of the students, each according to hls own intellectual

capacity and eagerness to learn,

The Velues of Unit Organization

Besides providing for individual differences smong
students, developing initiative, and creating a congenial class
atmosphere, unit organization is, as Billett! says, "a
systenatic way of taking into consideration and applylng with
due emphasls, every fundamental educationsl principle which
should function in every good teaching-learning cycle.®
Billett® has susmarized the wvalues of unit orgenization into
eleven vital téaehing outoomes related to some of the more
important educationel principles. These outcomes are as
follows:

Unit organization is ooncerned with helping

to oreate situations in which pupils may find
worth-while goals toward which to work, . . .

151119tt, Roy O., "The Values of Unit Organization,®
Fifteonth Eastern Commercial Teachera Assoclation,
Philsdelphia, 1942, p. 23.

2Ipid., p. 2b.



Unit organization is conoerned with helping
pupile to direct routes to aress of experience
likely tc be vitel and meaningful, and with
providing guidance and direction while contributing
to the optional development of the pupil's own
power of self-direction.

Unit organization is concerned with heliping
pupils to engage in activities and experiences
which are not only closely related to each other
but also to the pupil's present levels of
educative growth., . . .

Unit organization is oconcerned with providing
for a flexibility of classroom-laboratory procedures
which will sllow puplls, when necessary or desirable,
to begin st different places, to proceed at different
rates, and to achlieve different though related
results, and to do this whether homogeneous grouping
and specilal classeg are oOr are not provided, . . .

Unit organization is concerned with providing
opportunities for individual asctivity, for vicarious
experiencs, snd for co-operative aotivity. Hore
briefly, it is concerned with securing a happy
balance of individuslization and socialization. . . .

Unit organization is concerned with finding
out the pupil's present centers of interest and
with making it possible to turn the obtained facts
to the greatest possible advantage of the pupils
in the ensuing teaching-learning cycle. . . .

Unit organization 18 concerned with providing
for olassroom-laboratory procedures which make it
easy at least part of the time for a pupil to turn
from one activity to another without interfering
with the rest of the cless. . . .

Unit organization is concerned with offering
to the pupil reasonahly explicit directions with-
out providing him a mere recipe to be followed
with & minimum of thought. . . .

Unit organization is conocerned with giving
esch pupil as much choice as he is able to use
wisely, in dstermining what he shall do, and how,
and where, ., . .

15
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Unit organizetion is concerned with providing
ways and means whereby both teacher and puplils may
know what they are achleving. . . .

Unit organization is concerned with providing
for the use or application of what has been learned,
in the immediate lives of the pupils, in their other
classes, in their extracurricular activities, and in
their out-of-school living. By the same token, unit
organization is concerned that a minimum of the
pupil'’s time and energy be spent in acquiring

learning-products for which little or no significant
use oan be found.

Presentation of the Unit

_ This unit of instruction has been plenned to give students
opportunities to engage in creative, worth-while learning
activities. The plan requires the use of a series of reference
books to answer searching questions clearly and fully. The
fundamental text, Principles of Economigs by Dodd, is the
source from which the core activities were developed. The
students will soon discover, however, that many problems and
questions will provoke further research. A collection of
modern economics textbooks should be kept in the classroonm

where it might be easlly accessible to all students at any
time.

Period of Time

The time spent on the unit should be long enough to allow
all the students to master the economlc principles covered in

the delimitation and to apply them effectiveiy in the solution
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of a reasonable number of problems. Chapter IV was planned
for a four-weeit period. The teacher will find that this tine
allotment will provide ample time for oral reports, debates,
and dlscussions that may result from current ocenpmic

happenings brought up in class by studentis.

Use of Study Ouide and of References

At this level students should know how to use reference
materials other than their basic textbook. A bibliography
containing most of the textbooks aveilable for college use in
the field of economice will provide a wealth of informational
material for the unit. All the reference materisl should be
kept in the classroom where students will be in a8 position to
use it. Although most of the answers to the core activities
ey be ascursd‘from the basic text, the student u&l} soon
realize that more comprehensive solutions will result from the
intelligent organization of the viewpoints of different suthors
on the subject.

A guide sheet conteining the optional related activities
and the core asotivities with specific references should be
given to each student. Under the guidance of the teacher,
students should work to thelr utmost capacity; that is to say,
they should be encoursged to do as many of the activities as
time and ability will permit.



Evaluating Medium

The evaluating program 18 important in any learning |
situation, whether or not the unit method of teaching is used.
First, 1t helps to determine the extent to which students have
mastered principles, and secondly, it goes to the root of a
successful teaching device by revesling the students' ability
or inabllity to apply their knowledge in real life situations.

A pretest to discover what the students already know |
about the subject matter serves as an excellent introduction
to the unit. The mastery test prepared with the present unit
ocould well be used as a pretest and as & final examination. A
comparison of scores will show interesting facts pertaining to
the wealnesses as well as to the strength of the unit presented
to the group. The mastery test is not intended to be the
entire testing program. Short quizzes, power tests, and check-
up tests may be given at any time during the work on the unit
to measure comprehension, to discover obstacles, and to glve
the teacher an opportunity to provide for remedlal work if

necessary.



CHAPTER IV
DISTRIBUTION OF THE NATIONAL INCOME
General Statement of the Unit

Income is derived by the people of this country in a
variety of ways. According to Dodd,l laborers recsive wages
or salaries for their services to commeroce and industry;
owners of property recelve rent; stockholders and bondholders
collect dividends or interest on their investments, while
entrepreneurs accumulate profits. Young people often receilve
an allowsnes from their parents, whereas old and dissbled men
and women look to sociel security for their share of income
with which to make a living. 5o numerous are the weys in
which income 1s acquired, that the question may well be aaggd
whethsr en explanation can bs offered for this veriety of ways
other then the ingenuity of the individual and chence, No
doubt, there is8 a little of both, but in & democratic economy
such ag that of the United States, 1t is possible to discover
certaln principles that determine the neture and the amount of
income that people in different walks of life receive., In an
attempt to comprehend this situation, classicsl philosophers,

1Dodd, James Harvey, and Hasex, C. W,, E

» Economles Erinclples
3n§§égn;1§§§193g, South-Western Publiahing Compeny, Cinocinnati,

19
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after years of experimentation, have formulated economic laws
that tend to explain the nature of distribution on the basis
of return to the four factors of production: 1land, labor,

capital, and management.

Delimitation of the Unit

Introduction to the Unit

1, Distribution of income iz the apportionment of rights
to a share of the nationel income among the varilous factors of
production, i, e., land, labor, capital, and management.

2. A study of factorial distribution ﬁay give some
indication of the total share going to labor, but it is the
purpose of personal distribution to show the actual amount
received by individual workers,

3. An anslysis of land rent in your city would-be one of
factorial distribution, but an inquiry into the reason why
your father receives a definite amount of city rent as a land-
owner would be one of personal distribution.?

4, Although this unit will deal mainly with a study of
factorial distribution, personel distribution will also be
oonsidered in order to make the general economic concepts
oclearer and more concrete,

National Income
1. A right to a share of goods and services produced

21pid., p. 364
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within & given time is termed income,

2. The real income of & natlon is the sum total of =all
the goods and services produced in & country. It consists
of consumers' goods and producers' goods as well.

3. Consumere' goods are those that can satisfy a want
directly. Example! s pair of shoes, a coat, a loaf of bresd.

4, Producers' goods are used to create consumers' goods
or other producers' goods, These goods are not wanted for
thelir own sake, but only insofar as they will contribute to the
produoction of goods. Example: harvesters, wearvlng looms, cranes

5. Foney income 18 assumed to be the monetary maaéure of
the amount of goods and services to which each productive agent
is entitled,

6. The national inocome incresses with demends for more
goods, with more efficlent means of production, and with better
manageriasl policiles,

7. The monetary valus of the national income is not a
true index of the actual sum of goods and services produced.
The fluctuation in the purchasing power of the dollar may
greatly affect the apparent size of the national inconme,

8. In any system of economy, goods and servioces are the
result of productive forces; namely land, labor, and oapital
assembled, organized, and managed into an effective produocing
unit by an enterpriaer,

9. It is evident that all four factors are entitled to a
share of the income produced,



10. In a capitalistic economy, these shares are known
as wages, rent, interest, and profits.

11, The total yearly national income in & country like
that of the United States is equal to wages, rent, interest,
and profite sarned within that year.

12, As a msn is Anterested in money insofar as he can
exchange it for goods end services to satisfy his wants, resal
incomes 1s more significent than money income.
importance of Each Fagtor of Production

l. Assuning that there are only four factors of
production, the problem iz to determine the proportion of the
selling price of the produot that should go to each.

2. The faotors of production cannot ghare equally in the
price of production becsuse they are not of equsl importance
in the production of all goods and services, Land 1z the
principal contributor in agricultural production, whereas
capitel and labor are the chief contributors in manufaocturing.

3. it is the measurement of the contribution of each
factor which makes the determination of the distributive shares
80 complex.

4, All faotors of production are indispensable to the
production of goods just as the four wheels of an automoblle
are indispengable to its usefulness. The quasgtion is, ®*Which
wheel could the sutomobile 4o without more essily?”
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RENT

Nature and Kinds of Fent
1. The payment of a sum of money at stated intervals for

the use of durable goods, such as 8 boat, a car, an apartment,
an sore of land, or a tuxedo 1is termed contract rent.

2. Eoonomic rent differs somewhat from contract rent in
that the former is the return derived solely from the land as
a factor of production.

3. Eoconomic rent and contract rent when stated in
monetary value will not necessarily be the same, but in the
long run, they will tend to coincldes in prioe.

4. Contract rent, often called explicit rent, is deter-
mined by an agreenent haﬁ;otn the landlord end the tenant. In
certain localities c;ntract‘rent is a matter of ocustom.

5. If & landowner utilizes his own land for farming
purposes, the rent on his land, although not caloulated 1is
present, snd is referred to as implieit rent.

Rent on Asricultural Lend

1. At the beginning of early Americsn colonization, land
was 80 abundant relative to population, that it was almost
impossible for any landowner to collect rent.

2. ¥With an inorease of population, land in the United
States as in other countries has bdecome scarce. Competitive
demand for soarce land acoounts for a pert of the rent
attributable to the use of land.

3. The differences in the rental value of land are not
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entirely dues to its scarcity.

b, Varying degrees of fertility, 1oeation; or both
account for the wide rsnge in the amount of rent imputed to
different parcels of land.

5. In general, the more fertile the soil, the greater the
return per scre, and hence, the higher the rent for the use of
the land.

6. Rent appears when all the land is under ownership and
18 used beyond the first or best grade.

7. The amount of rent that a farmer will pay for the use
of land is limited.

8. As a rule, no ons will pay for land which produces
Just enough to support the labor expended on that land. Land
which produces more than enough to pay for labor and capital
expended on the land commands this surplus as rent.

9. Location is another important factor in the deter-
mination of the rental value of esgrioultural land.

10. Of two equally fertile pleces of farm land, the one
nearer the market will command the higher rent because since
higher ooasts of transportation will have to be incurred in
getting the products from the farther plece of land, rent of
distantly located farms tends to be lower than for those close
to the market.

11. Since the price of agricultural products in one market
tends to be uniform, tenants on the distantly located farms

will not-bo able to compete with those close to the market
unless rental costs differ.



12. The lowest grade of land in use is called no-rent
land.

13. No-rent land generally yilelds Just enough to peramit
the producer to pay the wages of labor and the interest on
capital. This land is often termed marginal land.

14, When the fertility of the land combined with labor
and capital ylelds a2 return that exceeds the cost of labor and
capitsl, the excess is seconomic rent.

15. On the superior or suprsmarginsl land, rent is the
difference in quentity of product produced on the superior
parcels and that produced on the marginal land.

16. Insofar as the best grade of land are as favorably
located as the inferior lands, the superior lands will be
the first to come under cultivation.

17. Superior lands are cultivated more intensively than
inferior lands, and it 1s only the appearancs of diminishing
returns on the better lands that leads to the more extensive
use of the poorer lands.

18. Intensive cultivation is the result of the applica-
tion of larger and larger amounts of caplital and labor to a
linited area of land.

19. ¥When the prioce of agricultural commodities rises,
farmers may bring poorer grades of unused lesnd under cultlva-
tion Aif units of labor and cepital may be applied thereon as
profitably as on the better grades. This process is called

extensive ocultivation.



20. Rah&nson3 states the law of diminishing returns as
follows: "Additional amounts of any productive factor used in
conjunction with a fixed quantity of other factors will yleld
progressively smaller increments of output beyond a certain
point, in a given astate of the arts."

Rent on Yrben land

1. The rent of agriocultural lend depends largely upon
its fertility and location, whereas the rent of urbsen land is
deteramined largely by lecation.

2. A good residentisl location, according to O'Kara.“ is
one that involves wholesome surroundings, nearness to schools,
churchea, centers of recreation, and to places of employment.
It also takes into mccount the character of the people living
in the neighborhood.

3. The more fashionable the nsighborhood, the higher the
rent that propristors msy hope to obtain from prospective
ocoupants.

b, Commercisl interests will pey a high rent for the
opportunity to 4o business in the center of the city where
traffic is greatest because s larger volume of business can

be transacted.
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5. In large cities certain aress become associated with
particular types of business. Rent in these aress ig propor-
tionate to the expected volume of busliness to he transacted by
the tenant.

6. Cenerally speaking, manufacturing establishments will
not be able to pay the high rentals charged in the commercisl
distriot and will therefore ocoupy less central locations.

7. The nearer to ths heart of the city, the greater the
urban rent.

8. In large cities the height of the bulildings indicate
the intensity of use of desirable sites of land, as the
amount of capital and large lebor force indicate the intensity
of use of agricultural. land.

9. Asg the return from business azctivities approximete
the cost of production plus rent, the buildings decresse in
height, and less desirable locations ere selected at lower
rental costs.

10. The rentals paild for the use of bulldinges cover not
only the ground rent but elso the interest on capltal invested
in the buildings, together with administretive costs, texes,
repairs, alterations, and provisions for obsolescence,

1l. Certailn phenomens mey bring about £ shortage of
residential buildings. In such cases, bullding rents will
rise beyond the amount necessary to cover ground rents,
interest, and other charges. As a result, the capital invested

in buildings will reap a capital-rent, in addition to ordinary
interest.

27



28

12, Alfred Marshall’ employsd the term quasi-rent to
indicate the income received from residential bulldings,
manufacturing plants, and ocommercial ocenters, because the
return to land was partly a return to capital investaent.

13. VWhen the city becomes overbullt, rents will fall off
and the income will at times be insufficient to cover the
interest on new investments.

Rent on Hineral Land

1. By mineral land is meant natural resources, such as
coal seams, oll deposits, and silver mines.

2. The return to the owners of mineral lends is termed
royalty. |

3. VWhen the owmer of a coel mine rents out his land for
productive purposes, he will calculate hiz rental revenue,
royalty, as a fix amount per ton extracted. The amount will
usually be the difference between the cost of labor, interest,
and managerial asetivities and the selling price of the coal.

k, Since cosl may be mined at various rates per unit
of time, such as & year, some coal lands will yield a much
larger ammual rental return than others, depending on the
productive activities of the tenants.

Changing Rent Level

1. Rent is not a fixed charge. It will vary along with

wages, interest, and with changing economic conditions.

SMarshall, Alfred, Principles of Economics, 8th Edition,
425-6, as reported in O'Hars, gp. git., p. 213.
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2. The growth of the population, improved standards of
iiving, and technologlcal developments lead to greater demend
for goods and services,

3. A greater demsnd for goods and services forces
commodity prioces up and in turn leads to the utilization of
' poorer lands which pass from the submarginel to the marginal
land category.

4. An inorease in the supply of labor and cepitel will
cause the extensive margin to be pushed farther out, because
the increased demand makes it profitable to bring still poorer
land into use, When this condition ocours, rent will appesr
on what was formerly marginal land, and rents will be higher
~on the better lands becsuse of the greater difference in
yield from them in comparison with the new marginal lands.

5. The general tendency for rents to increase as
population grows or as standards of living improve may be
encountered to some extent by any development in technology
that leads to the less intensive use of land already being
utilized. Example: The Boulder Dam. |

6. Technological developments may be as extensive as to
force government subsidies or orop limitation programs in
order to reduce agricultural produdtion and to prevent the
deoline of rents from ruining prosperous faramers.

7. In the long run, the inorease or the decrease of
rental returns will be determined by the more effective use
of land already under cultivation.
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Rent and Lend Value

1. Land is wanted for what land will yleld.

2. The value of land 1s determined by rent.

3. VWhen a man says that s parcel of land is worth ten
thousand dollars, he is actually discounting to tﬁe present the
future returns of this land.

4. Where it 1s expected that the present rental of land
will continue to be pald indefinltely into the future, the
value of the lend is represented by the amount of money which,
when invested at the current rate of interest, will yield an
armyal income equal to the rental. This reasoning is called
capitalization of rent.

5. Assuming that the current rate of interest on invest-
ments 18 5 per cent, an acre of land that commands s rental
return of five dollsrs wlll be worth one hundred dollars,

(To arrive at the capitalized value of the property in
question the annual rental, 85, is divided by the interest
rate .05.)6

6. The value of a coal mine may be calculated in a
gimiler marmer after conslderation has been glven to three
importent factors: {(a) the probable total volume of coal that
can be extracted in each acre; (b) the probable rate of
extraction per year; and (¢) the royalty per ton.

The Unearned Increment of Land
1. In the case of both agricultural land and urban land,

6Ibig., p. 214



rent increases as the population grows in nusber and in wealth,

2. Rent mey increase beosuse the owners taie speclsl care
to improve the mrulm;s of their land.

3. For the most part, sn inoresse in rent is generelly
the result of a corresponding ineresse in demand for laend,
rather than the positive activities of the landlords.

4, When s rise in rentsl wvalues is the result of an
inoreased dexmand created by soclety, the rent increment 1is
sald to be unearned.

5. Acocording to Henry George! and other soclisl reformers,
landowners are not eatitled to retain the portion of unearned
increment of land values,

6. Qeorge contended that all uneernsd increment on land
gshould be talken over by the state by mesns of a tex.

7. Under this single«~tax theory, Gecrge cleimed that the
amount thus collected would be sufficient to finance all the
functions of government, =nd zll other taxes could be sbolished,

8. The single~tax theory has not been too populer in the
United States, becsuse 1t offere a serious threst to the right
of private property which iz 2 fundamental institution to
private enterprice,

¢. Inheritence, estate, and income taxes have been
applisd to overcome the grosser injustices whioh occur when

EIRAS mmm.. as reported in
Egonomics, Hichard D, Irwin,
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individuals recelive the unsarned increment wilthout performing
any useful duty in exchange for the unearned increment.

'WAGES

Hature of Wages
l. Wages may be defined as this part of the nstional

income belonging to those who supply produoctive labor.

2. Salary, honorarium, stipend, fee, and commission are
other terms used to indicate payments for a particular type of
service performed,

3. Wages may be paid in money or in *kind.* The latter
iz enlled the truck system of wage payment., Example: ¥When
hired farm help is given a share of the erop in payment for
his labor, he 1s sald to have been paid in "kind.”

b, A self-employed laborer is entitled to & return which
i8 generally referred to as wages of management, implicit wages,
or imputed weges. |
Hethods of ¥age Payments

1. The unit-of-time method of wage payment is the one
that 18 based on a flat rate to be pald weekly, monthly, or
yearly regardless of productivity.

2. The plece-rate method of payment is based on the
apount of work performesd. Under this system the employser
passes some of the production responsibility upon the worker,

3. Certain people consider the plece~rate method of
payment as a reward for initiative, while others gee in it an
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unjust penalty for slow and inefficient workers. Management
considers the gyatem as an incentive for better quality and
for a greater quantity of work.

4. High hourly wage rates do not necessarily result in
large payments especially when the hours of work are limited.

Importance of Wages
8 reports that in the United States,the return

1. Froman
to labor is about twice as great as all the other returns
taken together,

2. In recent years wages have ascounted for approximately
two-thirde of the national income.

3. Interest, dividends, and rents, taken together, make
up 15 per cent of the national inoome; the remaining 17 per
oent goes to individual enterprisers as profits.

4. Annual wage indexes may reveal significant information
pertaining to wages when they are considered in relation to the
national income, the purchasing power of the dcilar, and
commodity prices.

5, When considered in themselves, indexes of any kind
are meaningless,

é. The purchasing power of wages refers to the quantity
of goods and services that san be purchased with the money
suns received as wages.

7. "Real wagea®" is the term used to refer to what wages

will buy, as diatinguiehoﬁ from “money inocome," the amount

5;g;g., p. 467,
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of pay sctually reoeived lese texee,

8. Vhere workers ere strongly orgzanired, weges are the
recult of collectlive bargaining between the representatives of
the union and the reprezentatives of management.

Lebor Markets

1. The supply and demand of labor is referred to as the
labor markets,

2. Labor markets are as numercus as employment epportu-
nities that are not in direot competition,

3. The labor market is divided intc five groups according
to Tausaig:q ths unskilled workers, the semiskilled, the
skilled craftsmen, the white-ocollar workers, and the profes-
sional olaas,

4, Vvithin each group of workers, wages tend to be some~
what unifora. This leg aspesislly true in the lowest group of
laborers,

5. As one pasaes from the skilled to the profesaisnal
group, differsnces in wage peyments within the group tend to
widen; in the highest group one ean find the individual who
receives 2 hundred thousand dollars yearly to manage a large
firm, and also the proprietor of a small msnufacturing industry
who reaps an inocome of four or five thousand dollars,

6. Lloealitiss, sex, race, )Job characteriatics have an

sppresiable influence on differential wage rates,

9!&&;31;, F, W., gg§525§%§%'g§ joonomica, The Macmillan

Company, Kew York, Vol. I, » PP. .
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7. The potential labor supply includes all persons
sapable of economic effort.

8. Of the 143 million populstion of the United States,
approximately 100 million repreaent the petential labor supply
and only 64 million are gainfully employed, reports Doda, 10

9. Fifteen million workers are unionized, Forty-five
million unorganized werkers face the market for employment as
‘individuals. !

Determination of Wages

1. The price of laber cannot be as nicely determined by
the forces of supply and demand es are the prices of wheat or
cora.

2. Cusatom ocoupies a more important place in regulating
the price of labor than in rogulating the price of commodities,

3. Pleasant surroundings or the prestige that mske
certaln positions attractive may draw so large a number of
workers that wagee tend to become stabilized, Very often the
personal satisfaction derived from suah labor is sufficient
compensation for the relatively low wages obtained by teachers,
nurses, and owners of small businesses,

h, Wagee that have become traditional tend to remain
unchanged,

8§, 1If the marginal productivity of labor decreases, the
employer will either have to lower wages, or improve laboring

*“Dodd, op. sit., p. 386
11134., p. 385



tools, or go out of budiness,

6. On the other hand, if marginal productivity of labor
increases and the employees become aware of the fact, they will
strike for highar vages, _

7. Another reason why wages do not respond readily to the
foroces of suppl& and demand is that labor must be delivered in
person,

a. Bricks may be shipped long distances or they may

- be stored by the owner in the hope of obtaining
higher prices,

b. Labor is a perish@blo commodity., It cannot be
stored up to awailt higher wages., %A day's work
lost is gone forever.' Thie conditlion strengthens
the bargaining power of employers agsinst employees,

8. If one assumes oconditions of free competition in the
labor market, wages will tend to equal the net marginal product
of the worker,

9, Labor demand is a derived demand, springing from
consumers'! desire for more and more goods,

10, The effort of the worker to change his atandard of
living cannot affeot economic laws, Income 1s derived from
production, and consequently, something must be produced 1if it
1s to be divided.

11, Universal restriction on production cannot raise the
standard of living.

12. In a competitive market, the demand for labor tends

to correspond closely to the marginal productivity of the
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workers; i, e., each firm tende to hire laborers at a given
wnge up te the point where the value of the worker's marginal
product 1a equal to his wage.

Effect of Union Organizations on Wages

1. Labor unions are cooperative organizations that seek,
through collective aotion, to enhance the bargaining power of
the individual worker, and through its superior resources to
obtain better working terme than the wérker would be likely to
secure by himself,

2, One of the principal objeotives of labor unions is to
monopolize the labor supply, in an attempt to develop greater
bargalining power for the benefit of the worker, |

3. Where labor organizations are strong enough, wages
may be ralised above the marginal productivity of the worker.

k., A rise in wage rates results very often in unemploy-
ment, a greater demand for state sid by the unemployed, and
sonsequently, higher taxatlon. |

5. Well-organized labor unions may bring greater pressure
on management to improve working oconditions, to adopt new
methods of production, and thereby inorease the productivity
of the workers. Incressed produotivity then Justifies a
demand for higher wages.

Wage Thoorieslz

1, Acocording to the market price theory of wages,

salaries are the price of labor as revenue ig the price of a

uDﬁdd, 220 m., p- 391"9"".



commodity. Therefore, as the price of commodities tends to
become stabilized by the forces of supply and demend, wages
should also be determined by the fluctuations of the labor
supply and demand.

2. According to Thomes Robert Malthus, the increase of
population and the automatic population checks would always
kesp wages at the subsistence level. This concept gave rise
to the subsistence theory of wages.

a. A subslstence wage was the only possibla.wage that
unskilled laborers could ever hope to obtaln,
because Malthus bellieved that man's productive
power could not increase to any great extent.

b. Leéding economists in the United States have
challenged the subsistence wage theory of Malthus.
With an increesse in population came technological
developments in ﬁhe field of production, increased
labor productivity, higher wages, and finally,

a higher level of living for the ordinsry worker.

3. When wages are determined by the marginal productivity
of the last worker, the marginal theory of wages is sald to be
in effect. |

4, This abstract marginal productivity theory of wages,
whether ocalled by its name or not, is applied when the
rescurceful employer seeks the best way to use the agents at

his disposal.
5. According to ethioal prineciples, the only valid wage
theory 18 the standard-of-living theory as interpreted in the
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light of commutative justice.

6. Commutative justice 1s an ethical principle that
requires society to give every man what belongs to him,

7. Used as a basis for determining wages, the standard-
of-living wage theory woﬁld provide not only & minimum standard-
of-living wage for a full day's work, but would also provlde
adequate amounts to make allowance for medicsl care, education,
religious observance, and charities. Such a norm would require
ocareful planning in detail for classes of wofking families,

and frequent re-estimation as prioes change.

INTEREST

Nature of Interest
1. In everyday language, interest means the price that is

paid for the use of money or credit.

2. Economic interest is that portion of the product of
industry attributable to the use of capital, as distinguished
from the return attributable to the use of land and labor.

3. Gross interest inocludes economic interest and a margin
to cover payments for risks and expenses incidental to the
making of a loan.

Lk, The amount of payment that will induce savers of funds
to lend their money to needy borrowers is termed net interest.

5. Exocept for similar loans, there is no "market" rate of
interest because there is not only one market, but several

‘markets for funds.



6. The rate of interest on loanable funds tends to vary,

depending on the following considerationsa:
&. the supply of loanable fundsa
b. the demand for loanable funds
6. the credit atanding of the borrower
d. the character of the borrower
¢, the risk involved in the loan
f. the length of time for which the loan is desired
7. The normel rate of interest is a hypothetical rate
which would prevall over a long period of time if risks were
eliminated from the loan, if the value of money remained
conatant, Aif competition were verfect, and if all loans were
used to increase sapital equipment.13
Supply of Loanable Funds |
1. The supply of leanabie funds dependas partly upon
savings, and partly upon the oreation of loanable funds by
commercial banks,
2. If all income were spent for oonsumption goods by
people receiving it, an important source of loanable funds
would disappear,

3. Individual saving is largely determined by habit,

slze of inocome, age, sex, race, profession, and maritsl etatus,

k, Corporation saving is usually the most important

gsource for the accumulation of loan funde for investment,

137ames, Clifford L., New Outline of the Principles of
Eoonomics, Barnes and Noblee, Inc,, New York, I§&g, p. 189.

20
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5. Pinancial institutlions such as banks, insurance ocom-
panies, and bullding and loan assoclations facllitate 1ndividual
savings, increase the opportunitles to save, and reduce the
risk of losing funds.

6. Saving means a postponement of consumption,

7. To induce many individusls to abstaln from some
consumption in the present, one must offer them the possibility
of a larger amount of consumption goods in the future.

8. Not eall saved income is invested. HMoney hoarded is
not productive.

Demand for Loanable Funds

1. The demand for loan funds is based partly on their
productivity in the purchase of capital equipment.

2, The main source of demand for loan funds are as
follows: .

a. Entreprensurs will borrow money to increase the use
of capital equipment, as long as the revenue from
the sale of the products is sufficlient to pay
deprecliation charges and the interest on the loan.

b. Government demand for funds is not oclosely related
to the net marginal productivity of the capital, as
the ocapital equipment secured with the funds 1is

- often destroyed in warfare.

c. Consumers' demand for funds is largely of the con-
sumption }oan type. Real estate loans do not fall
within this oclassification.
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3. The rate of interest that the entrepreneur is willing
to pay is limited by the profits which he expects to obtain
from the ocapital goods which he purchases with the funds
borrowed.

4, Entrepreneurs may obtain part of their required capital
by borrowing money saved and invested in life insurance, secu-
rities, and banks.
gggc£1ana of Interest

1, Interest serves to ration the supply of savings between
produotion losns and consumption loans.

2. Iﬁxerest serves to put new capital into the hands of
those who can use the money effectively.

3. Interest rates serve to bring about a balance between
the willlingness of receivers to save, and the need of capital
users to extend their operations.

k., Interest regulates the actual growth of business by
making it possible for the businessmen to borrow or by making
it impossible for them to afford an expansion.

PROPIT

Economic Concept

1. Profit is the amount of gain that is left to the owner
of a business after allowances have been made for rent, labor,
and interest.

2, The economist considers profit as a reward earned by
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an enterpriser for assuming the uncertainties of successful
operation.

Types of Profits

l. Profits may be diylded into three main classes; namely,
accounting profits, normal profits algo called net income, end
pure profits.

2. Profit to the businessman has a very definite meaning;
it is that which is left after all the expenses of operating
the business have been paid.

3. Acocounting profit is a residue calculated by deducting
from gross receipts all costs of production, taxes, insurance,
.1abor, selling, deprecistion, and other similar items.

4, Normal profit is the return to the entrepreneur neces-
sary to keep his energles, skills, and orgenization intact and
in operation. Falling to receive this amount, the entrepreneur
will go out of business.

5. If the owner 1s self-employed, if he owns the lend
upon which the business operates, and if he has funds invested
in his enterprise, normsl profit includes labor return, property
rent, and loan interest called imputed returns. These returns
must be accounted for before pure profits appear.

6. Pure profits may ocour because unforeseen changes
occur, and because the economy is not perfectly competitive.

7. Unforeseen changes may arise from weather conditions,

innovations, and changes in the demand for goods produced.
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Sources of Profit

1. Menagerial efficiency which implies skill in directing
current operations, in solving production problems, end in
formulating business policles is the only internal source of
profit.

2. Profits may arise from a number of externsl factors:

a. An exceptionally cold winter which adds to the
gross recelpts of a company selling heating units
will enhance profits. Weather uncertainty which
may be responsible for losses may also bring about
greater profits.

b. Changes in the cost of raw materials without an
equivalent change in selling prices will affect
profits.

c. Changes in demand brought about by product differ-
entiation, advertising, or other ceuses may
influence profits.

d. The introduction of a new product may change the
profit picture of & company.

Relation of Profit to the Business Cycle

1. In a period of rising prosperity, interest on capitsl,
and profits are the first to be affected.

2. The great depression of the thirties proved that e
recession may set in even when profits are high. Profits are

not, strictly speaking, indices of prosperity.
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Honopeoly Profits
1. To the extent that customers buy according to brand,

the demand for the branded article plaeé: the producer in a
partial monopoly position.
- 2. There are few complete monopolies.

‘3. The extent of partial monopoly is much greater than is
commonly realized.

4, The type of monopoly with which people are concerned
is the one in which the producer monopolizes the source of
supply.

a. Monopoly of natural resources eliminates competition,
places the customer entirely dependent upon the
producer, and freezes both production and prices.

b. In a capitalistic economy, the government has
elways been concerned about checking monopolies
that tend to be detrimental to the general publie.

Profit Motive and the Common Good

1. The functions of ownership must be performed in any
system of economy, capitalistic, soclalistic, or commnilstic.

2. Freedom of enterprise in a capitalistic economy
encourages individual initlative, innovations, private decisions,
end riek téklng. In a capltalistic economy, the msn who
possesses the gkills, the natural ability, and who plans
sclentifically has an opportunity to become & successful
enterpriser.

3. Just a8 labor must be paid wages, incentives must be
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provided to foster entrepreneurial initiative. Entrepreneurs
take the chanoe of loss, and the only compensating factor that
will prompt them to face such an uncertainty is the alternative
chance of making a profit.

b, In a totalitarian economy, ocustomers' uénta are not
considered bhy producers. Productive resources are owned and
allocated acoording to governmentsl directives, snd prices are
fixed not by demand or supply, but by sn arbitrary decision of
rulers.

Incidental Lesrning Products

1. To develop an understaending of the importance of ladbor
a8 & productive agent.

2. To develop an appreciation of a competitive economy as
compared with other forms of economy.

3. To develop & knowledge and an understanding of the
fundamental laws of distribution which effect every person in
the nation.

4, To develop the ability to make practical applications
of leerned principles to life aituations in the commmity, and
in the world,

5. To foster in the students e desire to become better
informed citizens.

6. To show the importance of being an informed oitizen in

order to vote more intelligently on various economic issues.
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7. To develop clear thinking and an understanding of the
aconomic problems which confront society.

8, To develop skill in the use of the library and
independent work,

9. To develop initlative by having each student working
on his own in selecting and doing assignments on optional
related activitiles.

10. To develop skill in writing reports and presenting
them orally before the class.

11. To develop the ability to participate intelligently in
group discussion.

12. To develop the ability to solve problems logleally
and sclentifiloally.

13. To learn to consider sll sides of a questilon.

14, To develop a oritical attitude in the reading of news-
papers and periodicals,

15. To develop an interest in eoconomic radio programs,

The Unit Assignment Sequence

Tentative Time Allotment: Five weeks should be allotted

to the study of the present unit. As regular economics classes,

on the college level, meet three times a week, fifteen discus-

- slon periods should be sufficlent for a thorough ocoverage of the

material presented in this unit.
Introductory Aoctivities: The first perlod should be

devoted to a review of the fundamental economic concepts already



lesrned. The purpose of this review is to foster a better
understanding of the new economic principles to be introduced
in the present unit. Helf of the first period should be used
to administer the pretest. The second half of this period
should be devoted to o discuesion of the importence of wages to
the workingman, rental revenues to landlords, interest to loan
agencles, and profits to businessmen.

Study and Activity Guide: Each student should be given s
separate copy of the core activities and of the optlonal related
activities. Students should then be directed to read all the
problems and to begin thelr work at any point of particular
interest to them. Definite dates should be set for the comple-
tion of different parts of the assignment.

The key to the references appears after the student's
bibllography.

Core Activities

1. List the sources from which the people of the United
States draw their income. D. 363 |

2. Distinguish between the real income and the money
income of a nation for a given period of tine. D. 363

3. Consult the dictlonary, your text, and other reference
books for the correct definition of the followlng terms.
Compare each concept with the definition of wages given in your
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texthool.
commisasion stipend
honorarium fee
rent dividend

k, Two students are discussing the meaning of distribution
of income. One maintains that there is only one connotation to
the term; the other, that there esre two. Explain to them the
different types of income distribution and illustrate each one.
D. 364

5. In a capitalistic economy, such as that of the United
States, what credentials are required of anyone planning to
open a grocery store? D. 365 In a commnistic economy? D. 365

6. Through what agencies is the national income distributed
in a ocapitalistic economy? D. 366 Compare this method with
that used by a totalltarian economic system.

7. Economists say that in a capitalistic economy, produc-
tion and distribution are like two sides of a sheet of paper
in that one cannot exist without the other. Explain the
implication of this statement. D. 366

8. Compere the economic and the popular meaning of land?
D. 367

9. What are the fundamental characteristics of land?
Illustrate each by a concrete example. D, 367

10. Explain the term "quasi rent." Fa. 405

1l. List the types of uncertainty that a farmer must face
before his agribultural products'are ready to be marketed.
D. 369 |



12. What 18 an entrepreneur? D. 369

13. 1Is the manager of a First National Store an entre-
preneur? The president of the New England Telephone asnd
Telegraph Company? The president of the Ford industry? Justify
your answers. |

14, How do the indirect taxes affect the natlonal income?

15. Do foreign investmentsaffect the national income? If
80 in what menner?

16. List the advantages and disadvantages of a capiltalistic
system of distribution? D. 375

17. Compere end contrast a capitalistic and s totalitarien
gystem of income distribution. D. 376-77.

18. Why is Russia 80 hostile to the ldea of cepltalism?
D. 376-77.

19. Explain the law of diminishing returns and apply 1t to
a concrete oase with which you are familiar. D 373-74

20. Use the following terms in a sentence that will show
that you have a clear understanding of thelr economic meaning:

income workless income
nationsl income earned income

21. What is your concept of the "iron law of wages®"? 0.183

22. Who were the Physiocrats? In what century A4id they
live? What was thelr contribution to the fleld of economics
especlally to the theorles of distribution of wealth? 0. 183

23. Why do bricklayers in the United States receive higher

wages than university professors? T. 132

Boston University
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24, why 4o office girls who recelve sslaries that are
lower than domestic workers prefer to wordt in offices rather
than take advantage of higher wages in domestlc employment?
T. 132

25. Illustrate the principle of intensive cultivation
of superior land by an original exemple. R. 400

26, Oive a thorough explanation of the reasons for eéxten-
sive cultivation of poor land, and indloate 1ts effect on the
rental revenue of superior lend, Fa. 398400

27. VWould the amount of rent thet you would have to pay
be & declinive fagtor if you plannsd to open a grocery store?

28, Define the ¢ of *sconomic reni.” D. 396

29. Describe the effects of intensive cultivation of
farm land on economic rent. D, &L

30. Disouss the nature of *no-rent lands.” Ic it pos~

sible for the owner of no-rent lands to cultivate his farm
without incurring a loss? D, 399
31. Deoes urban rent ressable sgricultursl land rent?
How is uwrbsn rent determined? Fa. 401-3
Do the principles of economic rent epply to wrben
rent? Explain D. 402-3
32. What is 2 royelty? D. 403
Compere royalties from the use of minersl lsnd with
profits. D. 403
33. How important is rent in ocur economy today?



34. PFrom the World Almanac, determine the percentage of
national income that was allocated to interest last year? Com-
pare these figures with those of the last five years.

35. What are the main factors that are responsible for
rent fluoctuation? D. 404

36. If you were to rent a suitable location for a bakery,
what factors would influence your cholice? D. 402

37. What is meant by capitalization of rent? Illustrate.
D. 213

38. What 1s the origin of the term "unearned increment"?
How is 1t releted to Henry George's "single-tax" theory? 0.214

39. A friend of yours who knows that you are taking eco-
nomics inquires about the real effect of union organization on
wages. Can you explain it to him oleaerly and fully? D. 391

40. Indicate what you think might be the effect of the
- adoption of the "single-tax" theory on the right of personal
property?

4l. Distinguish between contract wage and economic wage.
D. 379

42. What are the various terms used to indicate a remu-
neration for work and what is their exact connotation? D. 378

43. What i3 meant by the "truck system of wage payment"?
0. 231

44, How is the labor market divided? D. 380

45. Illustrate what is meant by the marginal produotivity
of labor. O. 232, D. 382
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46, In a competitive economy, such as that of the United
States, who 18 respcnsible for the demand for services and
labor? D. 381
47. Show how the marginal productivity of labor affects
wages today. O, 232
48, How would perfeot competition in the labor market
affect wages today? O. 233
49, Why 414 the economic marginal productivity law have
no influence on wages paid to WPA and CCC workers? D, 383
50. What is the economic concept of the following terms:
D, 385-90
supply of labor
potential labor supply
gainfully employed
productively employed
51, Show the relationship between the four terms men-
tioned in the preceding question.
52. Apply the subsistence wage theory of Malthus to an
actual situation of your cholece. D. 392
53. What was the economic principle upon which Robert
Malthus based his subsistence theory of wages? D. 392
54, 1Is the perspective of earning a return necessary to
induce saving? J. 184, F, 521, T, 22, 0. 217
55. How was Malthus wage theory challenged? D. 393
56. What 18 meant by the itandard—of—living theory of
wages? D. 393, N, 159
57. What three important factors must be considered in

determining a fair wage payment theory? N. 171
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58, Is the standard-of-living theory of wages an ideal-
istlc theory? Do you believe that it could be made to work
effectively? Illustrate. N. 164, 172

59. How can the viewpoints involved in the above men-
tioned considerations be co-ordinated to determine a just
wage? N, 190

60. Show the ligniticahoo of commutative justice in deter-
mining the value of labor. N. 177

61. What determines the value of labor?

62. Upon whom does the obligations of social justice
fall? N. 178

63, How could you differentiate between interest as a
return to capital investment, and interest as s payment for a
loan? P. 510

64. Explain the meaning of capital in each of the
following terms: |

a. The capital debt of a firm

b. The capital stock of a corporation

¢. R. T, Sullivan, Capital

d. The ocapital instruments of production

65. R, V. Dow tells you that he has borrowed five
thousand dollers from a friend for a period of three months,
The only condition to the loan is that Dow must pay his friend
the market rate of interest on the loan for the period of use.
Explain what i meant by the market rate of interest. F. 527

66. Explain the following statement: "Interest is
human impatience orystallized into a market rate.® F, 515



67. Supposing that you needed to borrow money, would
you prefer to borrow on the market rate of interest ér on the
normal rate of interest? Give reasons for your cholce, J. 189
68. Outline the varilous factors included in ordinary
interest rates. D. 412
69. Explain the variations in the rate of interest in
different ocountries and for different investments. T. 38-40
70. What is the meaning of hoarding? Explain the effect
of hoarding on the supply of loanable funds; on interest rates,
71. List the functions of interest. 0. 226
72. Whet disflnotion exists between acoounting profits,
normal profits, and pure profits? R. 446
73. How would the following factors affect profits:
R, 458,

a. Taxes d. Costs
b. Luek e. Rising prices
¢. Efficiency f. Monopoly

74, List the main sources of profit and discuss each one
briefly. Give conorete illustrations. R. 457

75. Your friend tells you that prosperity will last Jjust
as long as the majority of the leading industries operate at
a profit. Repeated losses in these same industries, he
believes, are sure to be followed by & period of recession or
depression. What is your opinion on the subject? D. 433-34

76. Under what oircumstances are accounting profits more
important than pure profits? When are the latter more impor-
tent? R. 446-48



77. Do entreprensurs earn profits, or is profit only
a reward? D. 432

78. Ryan says that *necessary profits" are just as
important as interest on money losns and wages for labor. Do
you agree? Explain your answer.

79. What is the meaning of “"wages of management®?
R. 442-43

80. How does product differentiation affect profits?
D. 443

8l. Is advertising a significant means of increasing
profits? D. 443

82. How do complete monopolles affect the genersasl
welfare? D, 443

-

Optional Related Activities

-

The following activities are meant to provide for
individusl differences. Students should be encouraged to
study these problcﬁn and to solve as meny as time and interest
will permit. Most of the questions are thought-provoking in
nature, and will provide the students with an opportunity to
apply the new economic principles encountered in the unit
studied.

1. Prepare & report showing the following information:

a. The origin and reasons of rent control in the

United 3tates.



b. The effect of rent control on rental returns.
¢. 7The effect of rent control on the valus of real
estate,
4. The effect of rent control on tensnts and lande
lords.
2. Fake a brief report on any one of the following
toploe:
8. Abssntee omnership of farm land in the West
b. The population problezm in Indie
0. A}mndm farms in the United States
3. Bake & chart showing the percentage of the rationsl
income sllocated to each of the fowr fectors of production In
sny one year. Interpret your chart in & brief report.
4, Illustrate how intereai on a productive losn comes
into existence. 7. 11
5. FHake a book report of ¥, A. Hamiltoa's The Control
6. From the following toplics chooss the affirmative or
the negetive point of view and discuss thoroughly: |
a. The government should regulate wagen
b. lebor is the sole creator of values
¢. People work for only one reason, that 1s, to eam
money.
7. Reviewx the use of the term "profits" in four current
newspaper or mmgerine articles. Compare the usage of the term
with the ecomomists® interpretetion of profits.

il

\
~3
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8. Write an essay explaining what you understand by the
following statement: "Wages come down by the elevator and go
up by the stairs."

9. Make a 1list of the practical values that may be
derived by a businessmen who possesses s functionesl under-
standing of the basic economic laws of (a) rent, (b) marginal
utility, (e) dimlnishlng returns, and (d) interest.

10. In 1930 Benito Mussolinl in an allocution delivered
to the Italian people from his balecony in the Plagzza Venezia
8aid: "Italy must export human beings or burst.* Discuss the
meaning of his statement and its significance upon the econonmic
welfare of his country.

11, List the various motives besides profits that might
induce a businessman to engage in industrial activities,

12, Discuss the policy of crop restriction from the
following points of view:

a. the general welfare

b. the unemployed

¢, the farmers

d. the principle of soclal justice

13. Before the war, rents on farm lands in Korea and China
amounted to one half of the crop.

a. What 1s the fundamental reason foé so high an
economic rent?
b. Could the situstion have been improved without the

war?

-
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15, VWrite an essay stating whether or mot in your opinion
laborers should be denied the right to strike. Support your
point of view by sound ethical reasons besed on the effects of
strikes on employers and employees,

15. The real estate inheritance tex 1s dased on Ceorge's
unearnsd increment of lemd value theory. Prepare a short report
showing the truth or falaity of this statement,

16, Compars the views of Saint Thomaes Aquinas on the
subject of interest with that of any other well-inown econonmlst.
Bes sure to indlicate the reasons for ths change of attitude over
the years on the payment of interest on loans.

17. Prepare s chart showling the influence of the last
depression on {(a) the levels of living in the United States,

(v) wage scales.

18. Secure the financiesl report of any compeny and make &
graphic presentation of their profit trends for the last ten
years.

19. List the reasons why John Hormer might borrow money.
What are the different institutions in your community from
which Mr. Homner might borrow?

20. Make a list of the unions represented in your city.
From the litersture put out by these unions, and from current
newspapers determine:

a. The extent to which unions have orgsnized labor;
b. any collective bargeining in which they have
engeged within the last six months;
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¢. what dues thelir members pay;
d. how the wages of theilr members compere with wages
in unorganiged trades.

2l. Visit any commerclal bank in your community and make
a list of the different types of loans that they extend. Report
also on the rates of interest charged, and the methods of
repayment.

22, "Some industries are forced out of business operations
because of overexpansion.® Explain the possible meanings of
this statement. List the reasons that might have contributed
to oferexpannlun.

23. Write a brief report on any one of the following

econonmists:
Henry George Devid Ricardo
John Stuart Mills Robert Malthus
Adam Smith Alfred Marshall

24, VWrite to the Department of Commerce in Washington and
ask for a report on the division of the national income for the
last ten years. FProm the material received, make a chart illus-
trating the amount or the percentage allocated to the various .
factors of production each year sinoce 1942,

25. VWrite to the Federal Reserve Bank of Boston and ask
them to send you material that will help you determine the
fluctuation of interest rates on productive and consumptive
loans in recent years. ]

26. Prepare an oral report of Oswald Von-Breuning's
discussion of a "Jjust wage" as presented in the Reorganization
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of Sociel Egonomy. )
27. Prepare a report comparing the factors that determine
the rental returns of the following:
a. agricultural land‘
b. menufacturing sites
¢. commercial sites

d. dwelling locations
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Mastery Test

Part I -- Multiple Choice

Directions: Enoclircle the letter preceding the answer which
correctly completes the statement.

1. The hope of profits is necessary to induce

a. assumption of risk
b. superior management
¢. good fortune

4. effective monopoly

2. Income expressed in terms of commodities and services that
it will buy 1is ocalled

a. money income

b. national inoome
¢. real income

4. earned income

3. The risk of uncertainty in direoting and organizing an
industry 1s borne directly by

a. the manager of the company

b. the president of the industry
¢. soclety

d. the entrepreneur

4. Money income and real income when considered over a period
of time tend

a. to move in the game direction

b. to apply only to organized lsbor groups

¢. to move in opposite direction
d. to remain the same

64

5. In a totalitarian economy the risk of production is borme by

a. the people

b. the government
¢. the dictator

d. the entrepreneur
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6. The work that the housewife performs in her home as compared

with the work of the factory laborer is called

a. marginal labor

b. productive labor
¢. unproductive labor
4. non-union labor

7. The contraot rete of interest on money borrowed from com-
mercial banks is the seme as
a. the sconomic rate

b. the acoounting rate
¢. the normal rate

d. the agreed rate
8. The return which ecorresponds to the income the entrepreneur

would receive if he worked for someone else and losned his
capital and land to others is called

a. undivided profits

b. surplus

©. interest

d. wages

9. The remuneration of the tensnt farmer who ig paid with a
portion of the produots produced on the farm he cultivates 1is
ocalled |

a. commission

b. wages

c. wages in kind

4. real wages
10. The definition which refers to the emount by which an acre
of land is superior to no-reant land in s given market is that
of

a. contractual rent

b. impliocit rent

6. explicit rent
4. econonmic rent
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1l. Robert Melthus 1s remembered in the economic world because
of his famous theory of wages whioch was challenged by the United
States and proved fallaclous. The theory is called

a. the marginal theory of wages

b. the subsistence theory of wages

6. the natural level theory of wages

d. the population theory of wages
12. Wage increase won by one union against one firm in an
industry may easlly cause an increasse in

a. the demand for labor

b. production

c. satrikes

d. unemployment
13. The method by means of which wages can be most closely
adjusted to the volume of output of the individual laborer 1is
termed

&. plece work

b. profit sharing

c. time wage

4. welfare work
14. A wage theory which places a greater stress on the demand
side ss opposed to the supply side 1s the

a. bargaining power theory

b. standsrd of living theory

¢. marginal productivity theory

4. subsistence theory
15. Which one of the following causes might result in a rise
in the rent of apartment and dwelling houses in a city?

a. an increase in population

b. the opening of a new industry in the city

¢. a low rent housing project
4. a shutting down of several industries
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16. The division of income among the factors of production is

called
a.
b.
c.
d‘
17.
a.
b.

c.
d.

consumption
distribution
produoction
exchange

Economic rent is based upon the following factor

the average productivity of land
the marglinal productivity of land
the total productivity of land
contractual agreement

18. The payment for the use of mineral land is termed

a.
b.
c’
a.

19;
great economlst

a.
b.
c.
d.

20. The right to
a.
Y.
C.
4.

21. Whieh one of

interest rates:
R.
b.
C.

a.

return on mineral land
rental receipt

royalty

revenue

The single-tax theory is assocliated with the name of the

Robert T, Malthus
Adam Suith

John Stuart Mills
Henry (George

use land is allocated by means of

price mechanism
pre-emption
gire
distribution

the following might cause s decrease in

a depression

a war boom

an increase in the demand for consumption
loana

an inoresse in the demand for productive
loans
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22. Which one of the following should not be classified as

payment mede for the service of labor?

a. the commission earned by a salesman

b. a fee paid to a notary public for recording
a deed

¢. a dividend paid the owner of preferred stock

d. a salary pald to an office worker

23. Roonomic interest arises as the result of

a. too much borrowing

b. the productivity of capilital
¢. too little saving

d. growing population

24. Land that will not pay the cost of cultivation is referred
to as

a. marginal land

b. no-rent land

6. submarginal land
d. supramarginal lsnd

25. A loan thet creates a means whereby it can be repaid 1is
termed &

a. oall loan

b. self-liquidating loan

c. oonsumption loan
d. marginal loan
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Part II -- True or False
Directions: Insert the letter T in front of each statement

1l.

whioh is trus. Insert the letter F in front of
each statement that is false or partly false.

The best lands in a nation are always the first to be
used,

The density of population has a direct influence upon
the slze of economic rent.

The law of diminishing returns applies to manufsec-
turing production as well as to farm cultivation.

Iand is a basic factor of production supplied by
nature.

The payment of a sum of money for the use of a tuxedo
is oalled contract rent.

When a land owner utilizes his own labor for farming
purposes, he cuts his cost of production because there
is no rentel cost on his land.

The cholce of 8 location to open a filling station
depends entirely upon rental cost,

Savings would ocour even though there were no interest
rates.

Savings 1s essential in the creation of capital.

A drop in the general price level with no change in
money wages 18 equlvalent to an lncrease in real wages.
Organized labor in the United States generslly favors
the development of profit-sharing systems.
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13.

lul

15.

16.

17.

18.

19.

20.

21.

22.
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A lerge increase in immigration willl not affect the
level of wages because the United States 1s a
progressive country.

Product differentiastion and extensive advertising
lead to complete monopoly.

When the price of agricultural commodities rises,
intensive cultivation results.

Business depressions cannot begin when industrial
profits are high.

If all the land had the same fertillity and loocatlon,
there would be no rent.

Wages are the only incentive that influences a man
to work.

Pure profita should not exist at any time in a
perfectly compstitive economy in which no unforeseen
ochanges are likely to occur.

Labor and capital must face uncertainties, but only
the entrepreneur may lose on account of them.

The market rate of interest 18 the rate that
individuals pay when they borrow money from a loan
agency.

Technological improvements in agriculture are
favorable to rising rent levels.

Money profits are those that are held back by

companies and used for expansion purposes.
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25.

26.
27.

28,

29.

30.
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Labor 1s the sole creator of values.
Economic rent on agriocultural land varies inversely
with the demand for farm products.
Distributlion is useful because it shows the allooca-
tion of ocosts to the factors of production,
A ooal mine 1s neither land nor capitsal.
Economic rent 1s not a cost of production but a
result of production.
If the government took all economic rent from land
owners, the priee of farm products would be lower.
Net accounting and net economic profits coincide in
all oases.
The interest rate serves as an allocating device for

ocapital.



Part IIT -- Matching

Directions: Por each expression in Columm I, write in the
answer oolumn the number of the most appropriate
word or phrase in Columm II.

20.

Column I Answers

Real inoconme

National income
Quasi-rent

Profits

Truck system of wages
Plece rate wage
Econonic wage
Contractual wage
No-rent land

Pactoriel distridution
Rent

Royalty

Productive labor
Unproductive labor
Normal rate of interest
Karket rate of interest

. Entrepreneur

Manager
Private enterprise
Totalitarisn enterprise

a.

b.

Q.

4.

e.

f.

J.
k.
1.

n.

g™

Colymn II
Centralizes production
decisions

Amount alloocated to lsbor
as a factor of production

Ethiocal demend in terms of
wages '

Hypothetical rate of
interest

Return allocsted to land

What the money received as
wages will buy

Wages besed on an agreement
S8um total of a2ll goods and
services performed within a
glven period

Encourages initiative and
maintains competition

Return on minersl lands
Assumes the risk of business
Reward for risk taking

Pertains to the general
welfare

Amount allocated to labor
on the basis of quantity
produced
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Column I Answers Column II

21, Managerial efficiency 0. Marginal land

22. Product differentiation p. Inorease in the value of
property caused by a
23. Soclal Justice growth of community

24, Commutative Jjustice —— q. Wages pald in kind

25. Just wage r. Apportionment of rights to
national income

26. Consumers' goods

8. Branded products

27. Unearned inorement

t. Not entitled to pure

28. Tools profits unless he is the
owner

29. Supramarginal land

u. A source of profilt

30. Producers'® goods

v. Economic capital

w. Work of housewlves in their
home

x. Houses, furniture,
automobiles

Y. Rent on urban lands



g s

Key to Mastery Test

18 - ¢

- C

19 - 4

10 - 4

20 -8

11 - ®

-

21 - b

12 - 4

22 - ¢

13 - &

23 - b

14 - o

-

24 - o

15 - b

25 - b

16 - »

17 - ®

Part II

2. - F

i1 - ¥

-

22 - F

12 - ¢

R

13 -F

23 - P

ko

24 - F

14 - 7

25 -7

5 - ®

26 - F

16 - T

27 - T

7 - ¢

28 - F

18 - T

29 - P

19 - F

30 -7

20 - F

10 -7



r - 10

1 -19

a - 20

8 - 22

J - 12
k - 17

t - 18

c - 25

a -15

u - 21

v - 28
w - 14

m - 23

e - 11

f -

6

n -

1l
8

x - 26

8-

p - 27



