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CHAPTER OUTLINE
1| Who ts the Labar Force?
1| Supply and Demand in the
Labor Market

3| Organized Labor
4] Collective Bargaining
§ 1 The Future of Unions

THE AMERICAN
LABOR FORGE

You may already be working. but If not. you prabably will be joining
the American labor force sometime in the future. What kinds of jobs
exist for you? What kind of training will you need for them? Which
jobs are growing the fastest? How are wages determined? This chap.
ter will help you answer these important questions. The chapter also
presents a time line of the labor movement in the United States and
describes how unions and management arrive at contract agree-
ments. You will also read about the possible future of unions as
technology changes the workplace. Learning Economic Skills discus-
ses job possibilities for your future.

CHAPTER OBJECTIVES After you have studied this chapter, you will be
able to

1 « identify jobs by the type of work performed and by the education
and/or training needed

1 @ describe the workings of supply and demand in the labor market

3 @ summarize the history of organized labor in the United States
 describe union organization in the United States
* use information from the Occupational Outiook Handbook to de-
termine the future of some jobs

4 « list the major issues involved in collective bargaining

§ » describe the possible future of unionism in the United States.

ECONOMICS VOCABULARY

Cwilian labor force
biue-collar
white-collar
service worker
unskilled worker
semiskilled worker
skilled worker
professional
minimum wage law
Iabor union

craft union
industrial union
focal union

closed shop

union shop

agency shop
right-to-work law
collective bargaining
mediation
arbitration

strike

picketing
cost-ot-living adjustment
boycott

lockout

injunction

The American labor force is comprised of over 100 million men and women who work at an amazing
variety of occupations in businesses and industries. Unions have made important contributions
318 to many workers, but union membership has declined in recent years
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in Developing Scribner Economics, the author
and editors designed a number of features to
explain what each unit and chapter is about to
help you recognize important ideas, and to
make locating special material easier.

The first page of each unit lists the chapters
and illustrates the main themes of the unit.

REVIEWING ECONOMIC PRINCIPLES ]

1. What is the minimum wage law?

2. In the labor market, who creates: a. supply? b. demand?

3. & What three factors underlying supply and demand affect
wages in the labor market? b. Which factor seems to benefit
workers most?

4. Critical ‘What are the disad-
of ition in the labor market?

SEMMARY B¢

IMPORTANT PRINCIPLES

l * Every business imvolves five elements advertising, expenses, re-
ceipts. record keeping. and risk
* A pdtentia} entrepreneur must also gather the factors of production
and decide what type of business organization he or she wishes to
form. Entrepreneurs must also learn about the laws. regulations, and
tax codes that apply 1o the business

2 * The advantages of sole propnetorships involve taxes. Disadvan.
tages are unhmited lability and uncertainty about the life of the busi-

ness The foilowing gorigs invalve bath BES and disad
tages. proht and losses, . persanal and
financing growth

The first page of each chapter begins with a
summary of the most important ideas in the
chapter; a list of objectives, or goals; and a list
of economics vocabulary in the chapter. The
number before the objectives indicates the sec-
tions in which they are found. The star indi-
cates the economic skill you will be learning.
The section names are listed at the top of this
page. By reading this page before you begin a
chapter, you will discover the important items
to look for and remember as you read.

At the end of each section is a series of ques-
tions called Reviewing Economic Principles. By
answering the questions correctly, you will be
mastering chapter objectives to which these
guestions relate. A Critical Thinking question
will help you apply thinking skills to what you
have learned.

The end of each chapter has a Summary of
Important Principles. These principles follow
the order of the section objectives listed at the
beginning of the chapter and summarize the
important information relating to each objective.




PRACTICING YOUR COMMUNICATION SKILLS:

During this course you have undoubtedly been
participating in class discussions, as you proba
bly have been since you first began school. You
may not think about it, but any time you have a
conversation with someone about a specific topic
you are taking part in a discussion. too. However
you may not be getting as much out of discus
sions or contributing as much as you might. Below
are some tips to help you become an effective
discussant (dis-KUHS-nt)

« If you are going to participate in a class discus
sion, be sure you are prepared. Read your as
signment so that you have something to con
tribute

« Be open-minded. Although you have probably
formed some opinions ahead of time. you
should not have made up your mind about the
issue

 Be willing to share your ideas and opinions
Everyone has something to contribute because
everyone’s viewpoint is unique

« Respect the opinions of others. Everyone has a
nght to his or her ideas

Do not make disagreements personal. It is all
fight to disagree with another’s ideas. but not
with the person

 Be clear in expressing your ideas when you
speak

« When listening, try to distinguish between the
matn argument and side issues. Concentrate on
the main argument

* If you agree with the person speaking, listen for
additional information that will support your
opinion

« If you disagree with the person speaking, listen
carefully to his or her point of view and the rea
sons used 1o support it. In that way, you will be
able to argue against that view more effectively
when it is your turn

Activity: Practice these tips the next time you are
pant of a discussion, and see if you find that you
contribute more ideas more effectively. If you
have difficulty with one particular item on the list
concentrate on working on that in the next discus
sion

VOCABULARY REVIEW

For each of the following terms. write a sentence
using the term maturity of a bond. preferred
stock. over-the-counter market, compound inter-
est, simple interest, common stock

PRACTICING YOUR ECONOMIC SKILLS
1. Analyzing Graphs. The line graph below
shows how $100 will grow at five different

rates of annually compounded interest. Use
the compound interest table on p. 163 to
answer the following. a. Which curve repre-
sents an interest rate of 5 percent? b. Which
curve represents an interest rate of 12 per-
cent? c. Between which two curves would a
curve based on 9 percent interest be drawn?
Drawing Line Graphs. Using the compound
interest table on p. 163, create a line graph
similar to the one on p. 178. Draw one line on
the graph to show how $100 will grow over
15 years at 8 percent annually compounded
interest. Draw another line to show how the
same amount of money will grow during that
period at 8 percent simple interest. a. What
is the difference in the shape of the two
curves? b. What causes this difference?
Creating a Table. Use the material in this
chapter 1o create a table comparing these
investments: passbook savings accounts,
NOW accounts. Super NOW accounts, money
market accounts. CDs, common stocks
bonds. tax-exempt bonds, U.S. savings
bonds. mutual funds. Include the following
information for each type of investment: pos-
sible return on investment (how much inves-
tors can expect to make): access to money
(how easily investors can get their money)
and amount of risk (how much chance is
there of losing the original investment)

DISCUSSING ECONOMIC QUESTIONS

1. There are many different reasons why peaple
save and many different savings plans they
can use. What reasons would be best suited
10 short-term investments like savings ac
counts? What purposes would be best suited
to longer-term methods such as CDs?

Most teenagers have a limited source of in
come. Should they nonetheless put a small
amount of what they eam or are given in a
savings account? Why or why not?
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APPLYING CRITICAL THINKING SKILLS

1. Researching Financial Services. With your
class, decide on several different types of
financial institutions in your area and then
divide into groups. Visit one of the institu
tions and find out about the services offered
and rates of interest on the different savings
plans. Use this information to make a table
comparing services

Doing Research. Using newspaper or maga.
zine articles from 1980, research the provi
sions of the Depository Institutions Dereg
ulation and Monetary Control Act. Then write
a one-paragraph description of one way in
which the act affects banis.

Gathering and Analyzing Information. Choose
two stocks on the New York or American
stock exchange. and follow their prices for
two weeks in the financial pages of a news
paper. You will need to read only the last
columns of figures. Note the daily closing
prices, and then make a line graph showing
the stocks' performance over the two weeks

N
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Brown. Betty J.. and Clow, John E. General Bus:
ness: Our Business and Economic World. Bos
ton: Houghton Mifflin, 1982. Savings accounts
insurance, and investing in stocks and bonds
real estate, and other investments

Gupta. U “How to Read the Financial Pages
Black Enterprise. April 1982, p. 27

Heillbroner, Robert, and Thurow. Lester. Econom-
ics Explained. Englewood Cliffs, N.J.: Prentice-
Hall, 1985. Chapter 6, “Savings and Investing

Ruby, Linda. “How to Pick a Mutual Fund to Match
Your Money Needs.” Woman's Day. 1 Septem-
ber 1982, p. 14

Thoryn, Michael. “Good News for the Economy
IRAs Are Off to @ Running Start.” Nation's Busi-
ness, June 1982, pp. 49-52
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The Chapter Review will help you develop your
reading, writing, study, or communication skills
with economic materials. It also has a vocabulary
review and questions called Practicing Your
Economic Skills to help you review and apply the
economic skills you have tearned in the text.
Discussing Economic Questions presents

thought questions, and Applying Critical
Thinking Skills provides project and research
ideas to extend the material in the text. Readings
list books and articles to help you with research
or for further reading about topics in the chapter.

Economics Vocabulary, the terms of economics,

By 1ssuing stock, a company obtains funds for use in expanding its busi-  issue: 1o offer new stock

ness and, it hopes, in making a large profit. Table 7-2 describes the two 10 Sale
types of stock that a corporation can sell. You will read more about ways
to finance business operations in Chapter 11

1 al

Stockhold s of st

money from stock in two

ways. One 1s through dividends, the money return a stockholder re-
ceives on the money he or she invested in the company

The corporation may declare a dividend at one or more times during
a year. However, dividends are paid only when the company makes a
profit. The other way people make money on stock is by selling it for
more than they paid for it, Some people buy stock just to speculate
(SPEK-yuh-layt). That 1s, they buy stock hoping that the price will in-
crease greatly so they can sell at a profit. They do not buy it for the

dividends

right-to-work law: state law for
bidding contracts that require em-
ployees to join a union or pay
union dues (p. 325)

robotics: the sophisticated com
puter-controliled machinery that
forms part or all of an assembly
Line (p. 479)

satellites: structures that orbit the
earth to relay signals to and from
earth stations (p. 485)

saving: nonuse of income for a pe
riod of time 50 that it can be used
later (p. 156)

there is a larger quantity demand-
ed than supplied (p. 198)

short-term financing: borrowing
by a business for a period of time
less than a year (p. 277)

simple interest: interest figured
only on the onginal amount depos-
ited (p. 162)

skilled worker: person who has a
trade or craft (p. 319)

smokestack industries: industries
that manufacture heavy goods
such as steel or automobiles (p
478)

social cost: total cost that society
must pay for any economic activ
ity (p. 51)

stock: share of ownership in the
company that issued the stock;
entitles owner to a certain part of
company profits and sometimes to
a vote in certain matters, such as
electing a board of directors (p,

160).

stockholder: person who owns
stock in & campany and thus halds
a claim against a certain part of its
profits (p. 161)

store of value: use of money 1o
store purchasing power for later
use (p. 377)

straight life insurance: insurance
that combines insurance coverage

are listed on each chapter-opening page. In the
text, they appear in bold type and are defined
the first time they are used. Vocabulary
Builders, words that you might not know, are
defined in the margins. They also are listed on
the unit-opening page of the teacher’s manual
or are listed on the Chapter Preview blackline
worksheets. The economics vocabulary also are
given in the Glossary at the end of the text
book. Vocabulary words are reviewed at the end
of sections, chapters, and in the tests.
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Learning
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Putting Economics to Work, the summary case
study at the end of the chapter, uses a real-
world situation to explain an economic principle
that you learned in the chapter. For instance,
the example to the left is about the use of a
sale to clear a store of unsold merchandise at
the end of a selling season. The case study is
at the end of the chapter; it explains supply
and demand and illustrates a real-world applica-
tion of the concept of surplus.

Learning Economic Skills is a feature of one,
two, or three pages in every chapter that
explains some skill related to economics, such
as understanding the use of statistics, recogniz-
ing trends, choosing a career, knowing which
records to keep for income tax purposes, and
how to fill out a tax form. Besides explaining a
particular skKill, each Learning Economics Skiils
feature provides exercises for you to practice
your mastery of that skill.

An additional feature, the Case Study, appears

in many chapters. The case studies provide a
variety of material. They present the accomplish-
ments of well-known members of business and
industry. They show the American economy in
action and provide real examples of the benefits
of the market system.




A Trailbiazer

in the Profession:
Juanita Kreps
(1821- )

ta Kreps was 2 student at Berea Col
e in Kentucky duning the Graat De.
f 1930s. where she

d
S 3% 8n economist. Later « her
became the first woman to serve
as Secretary of Commerce, when she it
that job in President Caners cobimet from
1977 1o 1961
After she graduated from Berea Cotlege in
1942, rreps pursued her graduate stugies in
womics at Duke University. where ahe fe
o6 hher master's and her doctoral degrees
She then laught economics at Denison Uni
versity and retumied 10 Duke in 1955, From
1969 10 1972. Dr. Kreps served as Dean of
the Women's College and Assistant Provost at
Duke before being named James B. Duke Pro
fessor of Economics. the university's most
prestigious endowed leaching position. In
1973, she was appointed Vice-President of
the universiy
As a highly respected economist, Kreps at
tracted the attention of several of America's
largest corporations who were fooking for

plovees. She hoped 10 use her Position to in
pofations’ social responsibili

10 work 1o create employment
he nation's pro-

-KNOWN DOOKS, Sex in the
ican Women at Work. ex.
amined women's role in the labor market. She
sought answers 10 basic questions of why
women in the 1960s entered the same occu-
pations year after year, why so few women
studied for advanced degrees, an0 why SO
many women exchanged their jobs as house
wives for low-paying jobs outside the hom

Dr. Kreps offered this explanation 1o the
problem women faced in the 1960s “The
woman who is considering the occupational
options migy be discouraged from trying
3 male’s field dec she accur
ves  employers tance to hice
women for these jobs. or because the invest. |
ment reguired of her may exceed herestimate |

AydeaSoig

Readings in
Economics

PROFILE OF THE DEVELOPING WORLD
Skill: Making inferences

'ﬁ‘ Economist Barbara Ward has written
many books about developing na-
tions. In this reading she describes
'some of their characteristics.
When we speak of developing countries. the
phrase has nothing to do with levels of cuiture or
nistory o contribution 1© manking's hernage of
civitization. The phrase in the main means simply
that a society has not yet crossed the threshoid to
the modem, high-technology society with all the
sdvantages and evils this passage entaiis. The
category includes countnes of immensely oid and
sophisticated civilizations, such as India or
China—which, between them, make up a third of
the human race—long-established literate and
urban-oriented societies in Latin America and
some of the most ancient and continuous of ail
the world's political units--Egypt—for instance,
of iran
A fairly arbitrary estimate is often made which
fixes at an annual income of $500 a head. the
level at which a courtry begins to emerge fully
from the pretechnological condition. But 80 per-
cent of the nations at and below that level have
snnual per capita incomes of less than $250. This
figure gives a better guide to the bleak realities of
personal poverty for gitizens and {scarcej re-
sources for governments in developing lands. in-
vestment to provide for the . . increases in pro-

Thix dam oa the Volta River im the dfcican nalion of Ghama was
built to il the country’s wrgenl need for electric power.

above $2000 per capita--is only 8 per cent of the
work force ) Nearly 70 per cent of exports are stili
primary products, which tend to fluctuate
most widely and weaken most easily. Yet imports
of goods and services. mainly the expensive ma-
chines and SKills neeged 10 increase productivity.
are not much lower than those of the developed
nations aiready at the $1000-a-year level
1. Give examples of developing countries that
are not yet considered modern, high-technol
ogy societies but have ancient cultures and
traditions.

THE CONTROVERSY OVER
THE NATIONAL DEBT

After you study this Issue, you will be able to eval-
uate the controversy surrounding the size of the
national debt

an issue of growing concemn to many Ameri
cans. Many individuals and public officials
warn that the government is living far beyond its
means, They point ta large yearly budget deficits
and a national debt of over $2 trillion as signs
that something is terribly wrong with the way the
country is being run. Such concern reached a high
point in the early 1980s. At that time, many state
legislatures, public officials, and private citizens
pegan calling for a Constitutional amendment
requiring a balanced federal budget. Many states
already had laws requiring balanced annual bud
gets
But is there really cause for such widespread

T he size of the national debt has recently been

The problem here is that what are good finan-
cial principles for an individual or business do not
necessarily apply to government. The federal gov
ernment is in a unique position. Unlike an individ-
ual or business, it has the ability to raise money
through taxes. It can use these taxes to pay as
much interest on its debt as necessary each year
The government will go bankrupt only when it
loses its revenue-raising powers

A second important difference between govern-
ment and private borrowing involves paying off the
debt. Most individuals dislike being in debt. They
look forward to the day when they can pay back
their creditars. The national debt. however, never
has to be paid off. It can be. and indeed is. refi
nanced as it comes due. That is, when a bond
reaches maturity, it is retired with money raised
by selling another bond. In this way, the debt can
be carried from year to year. forever

Accompanying many chapters is a feature
called a Biography. This feature appears in the
text near the material it best illustrates. The
biographies highlight the contributions of
important economists of the past and present
and will help you to understand how competing
schools of thought have developed.

The Readings, which are part of the end-of-
chapter materials, are primary and secondary
source materials. They enable you to learn
what economists and others actually said or
thought about the economic concepts and
topics you have just iearned. There is one read-
ing per section, and each focuses on a key
critical thinking skill. Content and critical think-
ing questions on the reading will help you ana-
lyze and relate the sources to the text.

At the end of each unit, there is a special fea-
tured titled Issue, which presents various view-
points on some topic of national interest
mentioned in the unit, such as the conflict
among national goals or the controversy over
the national debt. Each Jssue is followed by
thought questions to help you weigh the evi-
dence on both sides and decide what you think
about the issue.
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INTRODUGTION
T0 ECONOMICS

Chapter 1 What Is Economics?

Chapter 2 Economic Systems and the American
Economy
Issue 1 Conflict Among National Goals

As you start your study of economics, some

very basic questions about the subject will
occur to you. First, you probably wonder just
what economics is. And what do the people
called economists do? Most likely, you want
to know whether economics has anything to
do with your life and interests? Does it have
any practical applications? The chapters in
this first unit will start to give you answers to
these concerns. They will introduce you to
some basic economic principles and describe
how these principles work in various eco-
nomic systems. Since you are most closely
involved in the working of the American eco-
nomic system, it is this system that will be
emphasized in this textbook.




Land, labor, and capital—machines, tools, and money—are resources that every economy needs.
The choices people make in using these limited resources help shape their nation’s economy.




CHAPTER OUTLINE

Why Study Economics?
Trade-Offs

What Do Economists Do?

WHAT IS
ECONOMICS ?

This chapter explains what economics is and how economists work. It
also explains why studying economics is important to you as a pres-
ent or future employee, employer, entrepreneur, consumer, saver,
investor, and citizen. By describing the use of economic models and
the principles of scarcity of resources, trade-offs, opportunity costs,
and production possibilities, the chapter introduces you to some
basic economic principles that you will be studying throughout the
text. Learning Economic Skills deals with reading tables and graphs.

CHAPTER OBJECTIVES After you study the sections of this chapter, you
will be able to:

] o state the basic probiem in economics.
e explain the importance for you of studying economics.
® jdentify the types of resources available to satisfy needs and
wants.

2 e explain the trade-offs involved with production possibilities.
* determine that tables and graphs can be used to present eco-
nomic information in visual form.

3 e describe the use of economic models by economists.
e explain why economists do not work with values.

ECONOMICS VOCABULARY

economics
resource
hypothesis
generalization
scarcity

wants

land

labor

capital

productivity
entrepreneurship
factors of production
goods and services
technology
trade-off

statistics

bar graph

line graph

pie graph
opportunity cost
production possibilities
economy

economic model
values




