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Mississippi, a rural area in the northeast corner of the state. This school is one of three
high schools in the Alcorn School District. Our school’s enrollment is approximately 425
students of which an estimated 1% would be classified as minority students. 69% of the
students are eligible for either free or reduced meals.



ABSTRACT

Our students receive a copy of our local newspaper once a week. The Toyota recall
immediately caught their attention. Teenagers either own or want to own a vehicle, and
Toyota offers several affordable models. Toyota also plans to build a manufacturing
facility less than fifty miles from our community and many students have begun
preparing for careers there. Their initial interest and thoughtful questions inspired me to
create this lesson plan related to ethics and economic decisions.

The purpose of the lesson was to encourage students to consider several factors that
influence economic decisions: risk vs. reward; cost vs. benefit; social responsibility vs.
shareholder gains; short-term vs. long-term outcomes.

In our initial discussion, most students expressed the opinion that the safety of any human
life would be worth any cost and that corporations should do everything possible to
protect human life. However, as we participated in class discussions and completed
activities, all of the students realized that we take risks every day and that a completely
safe product (if there is such a thing) would have a prohibitive cost or consequence. The
terms “marginal benefit” and “marginal cost” became common phrases in the students’
conversations.

The students also understood that choices made by individuals, firms and government
agencies often have long-run unintended consequences that offset the initial effects of the
decision. Prompt, honest disclosures tend to alleviate the negative reactions while the
scandal of a cover-up worsens a crisis.

Our class also gained a greater understanding of the role of government regulatory
agencies. In most aspects of our culture, the rules, regulations, policies and procedures
are constantly updated, many times in response to a crisis. The oversight duties of
regulatory agencies are no exception.

The scores on the pretest and the post test reflect gains in knowledge related to the
economic concepts listed in the objectives. Class discussions and essays also reflect a
great deal of thoughtfulness in relation to ethics and economics. The greatest indicator of
a successful lesson is the fact that students are still discussing the basic concepts while
other corporate recalls/scandals occur. Daily, we follow developments of the
BP/Transocean/Haliburton/government regulators related to the oil leakage disaster. A
student came to class with an article related to the FDA recall on a DNA test kit. The
SEC’s lawsuit against Goldman Sachs has reopened our discussions of financial service
company scandals.

This lesson plan provided an opportunity for students to exhibit the ultimate goal of any
teacher. Instead of simply repeating what they are told to think, they are acquiring the
skills necessary for “how to think”.



CHRONOLOGY, INSTRUCTIONAL PROCESS AND LESSONS

Standards, Benchmarks and Objectives for this lesson:

National Standard 1: The student will understand that productive resources are limited.
People cannot have all the goods and services they want; therefore, they must choose
some things and give up others.

Benchmark: The student will realize that choices made by individuals, firms or
government officials often have long-run unintended consequences that can partially or
entirely offset the initial effects of the decision.

Mississippi Competency 1: The student will identify and apply basic economic concepts.
Objective: The student will identify and analyze what is gained and what is given up
when a choice is made.

National Standard 2: The student will understand that effective decision-making requires
comparing the additional costs of alternatives with the additional benefits. Few choices
are “all or nothing” decisions.

Benchmark: The student will understand that marginal benefit is the change in total
benefit resulting from an action and that marginal cost is the change in total cost resulting
from an action. The student will apply the concepts of marginal benefit and marginal
cost to hypothetical situations.

Mississippi Competency 4b: The student will apply economic concepts and reasoning
when evaluating historic and contemporary issues.

Mississippi Competency 6: The student will demonstrate the ability to apply and
interpret social studies tools.

Objective: The student will demonstrate the ability to make effective decisions as
consumers, producers, investors and citizens.

National Standard 16: The student will understand that there is an economic role for
government in a market economy.

Benchmark: The student will understand that the federal government enforces antitrust
laws and regulations to try to maintain effective levels of competition.

Mississippi Competency 3f: The student will discuss government controls on our
economy.

Objective: The student will identify and evaluate the benefits and costs of government
policies.

Occupational Diploma Obiectives:

12C4, 11C9: The student will demonstrate an awareness of government regulations on
business.

11C6: The student will recognize the role of the citizen in a democratic republic.
10C7: The student will demonstrate an awareness of consumer protection laws and
agencies.



PROCEDURE
Day 1:
Administer pre-test.

When everyone has finished, discuss the students’ responses and the correct answers.
Collect the students’ test papers.

Share this quote with the students: “I see in the near future a crisis approaching that
unnerves me and causes me to iremble for the safety of my country. Corporations have
been enthroned and an era of corruption in high places will follow.”

Ask students to give examples of corporations and/or businesses that have been involved
in scandals and defective products. After a discussion of recent events, the students may
be surprised to learn that the above quote was from Abraham Lincoln in 1864.

Another quote to share with the students is from Adam Sacks, the founder and Managing
Director of Tourism Economics. He has said, “Because corporations must have
physically impossible ‘endless growth’ in order to survive, corporate social responsibility
is a myth.” Ask the students if they believe this to be a true statement.

Our focus will be: Is ethics important in economic decisions?

Display Visual I and a collection of news articles related to the Toyota recall. Explain to
the students that subpoenas were served on Toyota in February 2010, by a federal grand
jury in New York and by the Securities and Exchange Commission. A document was
released alleging that Toyota “saved” $100 million by not recalling vehicles. Among the
documents was an internal company presentation made by Toyota’s United States boss,
Yoshi Inaba in July 2009. A page entitled “Wins for Toyota-Safety Group” indicated
that Toyota saved money by delaying rulemaking and avoiding defect investigations.
One of the items referred to a “negotiated equipment recall” of floor mats involving
55,000 Toyota Camry and Lexus ES350 vehicles, which saved the company over $100
million. The contents of the documents raised concerns that recalls had not gone far
enough. Since October 2009, Toyota has had to recall millions of vehicles world wide
because of safety concerns related to sticky accelerators, brake faults and problems with
floor mats. As of March 2010, 52 deaths and 38 serious injuries have been associated

with the Toyota problems.

Toyota has said costs related to the massive recalls could total about $2 billion. Legal
analysts have stated that lawsuits could cost Toyota even more, if it can be proven that
there was a design defect and/or that Toyota failed to properly warn consumers of
potential malfunctions.



The central issue of the recall is manufacturer liability. Did Toyota know about the
defects? Did they change their own production standards first before notifying the public?
Was Toyota guilty of putting profits ahead of personal safety?

Ask students: What is a human life worth?

Discuss responses. Some students might say that it is not possible (or even ethical) to
place a value on human life.

Discuss the amount of resources (human, capital, natural) used in efforts to save human
lives in recent disasters: mine cave-ins, tornadoes, flooding. Ask the class if the benefit
of saving these lives is worth the cost. Discuss responses. Most students will respond
that it is worth whatever the cost would be to save a specific person in certain danger.
Continue the discussion: What if these resources could save even more lives if they were
used in another way? Economics tells us that certain resources are scarce. For example,
suppose a single emergency crew (the resource) could respond to a car accident or to a
collapsed apartment building, but not both. Suppose lives are at stake in both cases. To
which scene should the emergency crew go? Discuss responses. Answers will vary. Itis
important to emphasize that scarcity forces a choice; consequently, human lives, even if
they have the ultimate value, must sometimes be sacrificed in order to save an even
greater number of lives.

Now ask the class to consider how a life is valued when it isn’t known for certain whose
life may be in danger. For example, defective products may pose a risk of some kind, but
we don’t know who or when some one might be adversely affected.

Divide students into groups of three to four. Distribute a copy of Activity 1 to each
student. Explain the information to the students.

At one end of the scale, the probability of death is 1.00 (that is, death is certain to
happen), while at the other end the probability is zero (death is impossible). Note that the
“probability of death” may be defined as the number of people who are expected to die as
a result of engaging in some activity divided by the total number of people who engage in
that activity.

Ask students to discuss where each of the activities listed might lie along the spectrum.
Allow 10-15 minutes and discuss their decisions in class. After a brief discussion,
compare the students’ rankings with the following estimates. (Most of the estimates are
adapted from What Are the Chances? By Bernard Siskin)

a. .3 chances in a million b. 200 chances in a million
¢. I chance in a million d. 6250 chances in a million
e. 1000 chances in a million - 400 chances in a million
g 166,667 chances in a million h. 500 chances in a million
i. 10 chances in a million J. .4 chances in a million

k. 50 chances in a million [. 500 chances in a million
m. 5 chances in a million n. 2 chances in a million

0. 600,000 chances in a million p 7

g ? r 7

s 7



Comparing some of these values should lead to a lively discussion. (It might be noted
that the perceived risk people associate with different activities often differs greatly from
the actual level of risk.) Note that items ‘p-s° relate to risk associated with the way we
use the environment which could lead to a discussion of how low these risks should be.

Distribute a copy of Activity 2, and ask the students to complete it, again working in
groups of three to four. Allow 10-15 minutes and then discuss their responses as follows:

.

No. Neither of these activities has a zero probability of death. There is a risk of
being involved in an accident (a drunk driver could weave into your lane
unexpectedly) and a risk of lung disease from inhaling air pollutants. In fact, no
activity is entirely risk-free.

If you value your life at all, yes. People express this value (willingness and ability
to pay jor risk reduction) by paying more for cars with better safety features and
buying other products such as smoke detectors and air and water filters. These
actions imply that reducing the probability of death is a valuable product.

For highway driving: better road construction methods (wider lanes, fewer blind
curves, more guardrails), better driver education, cars with additional safety
equipment, and driving at slower speeds. For air pollution: less production or
products (to reduce the amount of air pollution caused in the first place),
increased use of pollution control devices, restricted use of cars and trucks, and
emissions released at timed intervals so the environment doesn’t have to
assimilate so much at one time.

For highway driving: most of these require that resources be diverted from other
uses (so the value of these other uses is given up): for driving at slower speeds
the costs are the value of time spent in other activities that must be given up and
the increased cost of transporting resources and products. For air pollution: lost
value of products, resources required for pollution control, lost convenience.
Students should remember that this goal is probably not even possible. For
highway driving one could imagine designing cars that resemble tanks, enforcing
5 mph speed limits, building “clover-leafs” ar all intersections so roads do not
cross each other, eic. — all in an effort to reduce highway fatalities to zero. But,
would it be worth the cost? Would people be willing to pay the price of the car,
the taxes necessary to redesign roads or give up the time if speed limits were
lowered to impractical limits?

It depends on the value of additional reductions in the probability of death in each
activity, and the cost of producing these reductions. If the value is high and the
costs low, the probability of death should be reduced quite a bit. If the cost is
high and the value low, it shouldn’t be reduced as much. Thus, the “acceptable
level of risk” (the probability of death) in different activities (such as driving and
breathing air pollutants) may be different (such as one in a million versus one in
a billion.



Day 2
Review yesterday’s lesson and complete any activities and discussions.

Display Visual 2.

This visual shows the implied value of a statistical life based on decisions made by
various government agencies. Note: The value of a statistical life varies from around $1
million to as high as $8 million, depending on the nature of the activity involved. When
someone loses his or her life because of someone else’s negligence, those affected can
sue to recover damages imposed on them (such as loss of income, pain and suffering,
medical/funeral expenses, etc.)

Toyota is presently viewed by some as a corporation of greed: putting volumes and
profits over safety and consumer well-being. However, Ford was in this position in the
1970s. In 1971, the Japanese were serious competition in the small vehicle category and
Ford was under pressure to build a car which would cost no more than $2,000. Their
penny-pinching was seen in its flawed engineering that included the placement of the fuel
tank behind the real axle with a fuel-filler pipe that was vulnerable to bursting in a rear-
end collision. What made matters worse was an internal memo pointing out that
protecting the fuel tank would cost $11 per Pinto, and that it would be cheaper for Ford to
pay settlements for injuries and deaths from the resulting fires. In the end, the U.S.
government told Ford to recall 1.4 million Pintos to have reinforced plastic shields
installed to protect the gas tank.

Discuss with the students how the situation with Toyota and with Ford involved
economic decisions. Each chose to save money in the short run by not repairing vehicles
or by changing designs. But, were these ethical decisions? Allow a few minutes for the
students to express their views of the ethical behavior expected from corporations and the
employees of that company.

Suppose that, while in college, a young person had completed a research project on a
particular product and found it to be potentially dangerous. He/She is offered a well-
paying job with the company that manufactures the product—but only if he/she will
suppress the results. If you were in this position, would you take the job or would you
publicize your results? What is this situation called? (A moral hazard because the person
has an economic interest to do something unethical.)

Review economic terms and definitions with students with a visual or handout,

Cost: something that must be sacrificed or given up when a choice is made.

Benefit: improvements that make people more satisfied when a choice is made.
Marginal cost: extra or additional cost of implementing a policy or of making a choice to
do a little more or a little less of something.

Marginal benefit: extra or additional benefits of implementing a policy or of making a
choice to do a little more or a little less of something.



Cost-benefit analysis: process of examining the advantages (benefits) and disadvantages
(costs) of each available alternative in arriving at a decision.

Opportunity cost: the highest-valued alternative forgone when a choice is made.

Moral hazard: a situation in which one party to a transaction has both an incentive and
the ability to extract unearned rewards from another party or to behave unethically.

Point out that even though there are many rules and regulations regarding the
manufacture of automobiles, such as padded dashboards, seat belts, air bags, etc., there
are still many automobile accidents with serious injuries and fatalities. Suppose a
congressman from the new state of Confusion has decided that it is impossible to
manufacture a completely safe automobile. He proposes a solution to this problem:
reduce the speed limit to zero (0). Display a transparency of Activity 3 and give each
student a copy.

In the top box, write the title “Reduce the speed limit to zero”.
Discuss the following:

a. What are the marginal benefits of a zero speed limit? (almost no deaths or
injuries due to automobile accidents) Enter this into box la on the flow chart.

b. What are marginal costs of a zero speed limit policy? (people can’t travel via car
to work, school, or for enjoyment; people can’t move goods via trucks) Enter
these into boxes 2a and 3a on the flow chart.

c. If people can’t travel via car to work, school, or for enjoyment, what might
happen? (people would spend much more time traveling to and from work;
people wouldn’t take as many trips) Write responses in boxes 2b.

d. If people can’t move goods on the highways, what will happen to the cost of
moving goods? (the costs will increase) Write this information in box 3b.

Continue adding boxes to the flow chart as needed. When students have added as many
results to the chart as they want, ask them to consider which of the results are benefits of
the policy and which are costs. (Conduct a cost-benefit analysis.)

Pomt out that many lives might be saved and fewer people would suffer serious injury as
a result of this policy: that is, the benefits of this policy are great. Ask students if they
would support such a policy? (NO) Why? (The costs are also great and the expected
costs exceed the expected benefits.)

Ask students if they think that this means that people put a dollar value on life. (Answers
will vary.) Explain that people do place a dollar value on life. If the value of a life is
infinite, then society would have to put all of its resources into saving one life whenever
possible. Obviously, this is not done. People accept risks every day in eating unhealthy
foods, smoking, drinking excessively, engaging in dangerous hobbies, etc. Regulatory
agencies allow a certain amount of pollutants in almost every aspect of our lives.
(Example: The FDA allows a certain amount of rodent hair in some food products; the
EPA allows a certain amount of pollutants in the air we breathe and the water we drink.)



According to news sources, Toyota initially made an economic decision: pay the cost of
injuries and/or deaths of human beings rather than pay the cost of recalls and repairs.
However, this corporation is not the first to be implicated in this type of behavior and
most probably will not be the last.

Ask each student to choose one of the following quotes which reflects his/her philosophy.
Write a short essay defending this position and be prepared to share this with the class
tomorrow. (An alternate assignment might be to divide the class into two teams and ask
them to debate the two quotations. Students with limited writing skills might be asked to
find an editorial cartoon that represents one of the quotes and write a brief description’)

“Always take the short cut; and that is the rational one. Therefore say and do everything
according to soundest reason.” Marcus Aurelius, A.D. 120-181

“Whatever is worth doing at all is worth doing well.” Philip Dormer Stanhope, Earl of
Chesterfield, 1694-1773

Day 3

Review and allow students to read and discuss some of the essays, debate the issues,
and/or display editorial cartoons.

Discussion:

Negative effects of a product recall include direct costs to fix the problem that caused the
recall, litigation costs arising from class-action lawsuits, the loss of market capitalization
due to the stock’s decline and the loss of revenue if production and sales of the faulty
product are halted until the problem is resolved. Other longer-term, indirect effects
include loss of market share and the negative impact on corporate reputation and
goodwill. After Toyota expanded its recall to an additional 2.3 million vehicles and said
that it would suspend output at five North American plants in January 2010, the plunge in
the stock price wiped out about $32 billion in market value over a one-month period, one
of the biggest impacts of a product recall on a company’s market value in recent memory.
The controversy around the recall has also inspired Toyota’s competition. For example,
Ford has recently reported new signs of life with a sales growth of 33.5% in the United
States, which could be partially due to Toyota’s problems.

The focus today will be the impact of a recall and/or scandal on the stock price and the
future of the corporation or company involved. We will also discuss the various federal
regulatory agencies that oversee businesses.

Point out that new regulatory agencies and laws are often the outgrowth of crises and/or
scandals. In 1965, Ralph Nader wrote a bestseller, Unsafe ar Any Speed. This book was
an attack on a General Motors product, the Chevrolet Corvair. In the book, he argued
that the flaws in the car’s design made it a death trap, and his book is often credited for



federal legislation that established the National Highway and Traffic Safety
Administration (NHTSA), which led to a number of automobile safety regulations. Later
the NHTSA conducted a two-vear study of the Corvair and found that there were no
abnormal problems. Unfortunately, the last Corvair was built in 1969, so the results of
the study were too late to help save the line.

Sometimes a recall is devastating to a company. In 2006, Canadian toymaker Mega
Bloks recalled more than 7 million units of its Magnetix products following the death of a
child and injuries suffered by a number of children after they swallowed magnets that
detached from the toy. The stock plunged 66% in the fourth quarter of 2007. Tt never
recovered and currently trades 98% below its 2006 peak. In contrast, Mattel managed to
survive its recall of toys in 2007 because of dangerous levels of lead paint. Mattel
survived because the size of the recall in proportion to the size of the company was much
smaller than the case with Mega Bloks.

Some shareholder lawsuits claiming corporate wrongdoing have produced huge payouts
to investors. In 2008, financial institutions paid $7 billion to about 1.5 million
shareholders of collapsed energy giant Enron Corp., following claims that the banks and
accounting firms took part in the fraud that kept Enron’s stock prices artificially high.
Former WorldCom directors, major investment banks and auditing firm Arthur Andersen
paid more that $6 billion to investors in the wake of a huge fraud.

There is another factor other than the size of the recall/scandal or the amount of money
involved that can affect the stock price and/or future earnings of the company. Damage
control by the company that is prompt and honest tends to lessen the harm to the
company. [n 2007, tainted pet food and toys made with lead paint were recalled. The
companies involved suffered very little negative impact because they immediately used
all of the technology available (news media, Internet, blogs, etc.) to provide information
and answer specific questions. On the other hand, consider the case of defective
Firestone tires on Ford Explorer vehicles in 2000. Ford’s stock price did not drop
initially when the defective tires were recalled, but eventually it fell about 18% relative to
the S&P 500 Index over the same period as information was revealed that Ford was
aware of the possibility of tire failure more than a year before the tire recall.

While the Toyota news has consumers and investors upset, perhaps it is a good sign for
what lies ahead. More stringent manufacturing processes may be on the horizon. Federal
agencies may be given more oversight of the automobile industry. At this point in time,
we do not know the long-term effects of the recall on Toyota’s sales or stock price.

Today, we will focus on the impact of previous product recalls and corporate scandals.
Using the website www. corporatecrimereporter.com/top 00.huml, students will choose a
company or corporation that has pled guilty or no contest to crimes such as
environmental pollution, antitrust activities, fraud, false statements, financial
misstatements, etc. Each student (or group of students) will complete a summary of the
facts found on this website for his/her particular company. The students should decide

which government agency would oversee this particular company and, if possible,




determine if revisions were made in regulations as a result of this recall/scandal. (Visual
3 listing some government agencies is attached.) Students will then find the current stock
price of the company and analyze the effect of the recall or scandal on the company’s
performance today.

Note: If students participated in the Stock Market Game, they might research one of the
companies followed during the game.

Day 4
Students will continue to work on vesterday’s project.
Day 5

Students will share their findings related to the effect of recalls and/or scandals on a
company’s current performance. Review with the students the concepts covered this
week. Ask students to share their view of ethics as it relates to economic decisions.
Remind students that, no matter how much we value human life, we all take risks. Most
corporations also have to make an economic decision as to how much the consumer is
willing to pay for safety features. Regulatory agencies and the court system will
determine if Toyota (and other product manufacturers) knowingly put personal safety at
risk for a profit. Consumers and investors will also judge these companies as they decide
what products to buy and where to invest.

Administer post-test. Discuss results with students.



VISUALS AND ACTIVITIES



Visual 1

September, 2007
October, 2009
November, 2009

January, 2010

January, 2010
February, 2010
February, 2010

February, 2010

TIMELINE OF TOYOTA RECALL

United States
United States
United States

United States

United States
Europe
United States

Japan
worldwide

55,000 Camry and Lexus cars
involved in floor mat recall

3.8 million Toyota and Lexus
vehicles recalled due to floor mats
Floor mat recall increased to 4.2
million vehicles

2.3 million Toyota vehicles recalled
due to accelerator pedal problems
(of those, 2.1 million already
involved in floor mat recall)

1.1 million Toyotas involved in
floor mat recall

1.8 million Toyotas in accelerator
pedal recall

200 new Prius cars recalled because
of brake faults

436,000 hybrid vehicles in brake
recalls. Also, 7,300 Camry vehicles
recalled in the United States over
potential brake tube problems



Visual 2

THE VALUE OF A STATISTICAL LIFE

Department of Agriculture $1.1 million
Department of Transportation $1.0 - $1.5 million
Consumer Product Safety Commission $1.5 - 2.0 million
Occupational Safety and Health $2 - $3.5 million
Administration

Nuclear Regulatory Commission $5 million
Environmental Protection Agency $1.6 - $8 million

Source: Ted Miller, Urban Institute (1990)



Viswal 3

Federal Regulatory Agencies

Animal and Plant Health Inspection
Service

Atomic Energy Commission

Bureau of Alcohol, Tobacco, and
Firearms

Consumer Product Safety
Commission

Defense Nuclear Facilities Safety
Board

Department of Energy

=4

Employment Standards
Administration

Environmental Protection Agency

Equal Employment Opportunity
Commission

Federal Aviation Administration
Federal Communications Commission
Federal Mine Safety and Health
Federal Trade Commission

Fish and Wildlife Service

Food and Drug Administration

Food Safety and Inspection Service

Immigration and Naturalization
Service

Interstate Commerce Commission
National Labor Relations Board
National Transportation Safety Board
Nuclear Regulatory Commission

Occupational Safety and Health
Administration

Securities Exchange Commission
Small Business Administration

U.S. International Trade Commission

From Focus: Institutions and Markets, © National Council on Economic Education, New York, NY



ACTIVITY 1

THE PROBABILITY OF DYING FROM
SELECTED ACTI

Probability of Death

ne chance one chance one chance one chance 50/50
in a2 million in 10,000 inz 100 chance
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The probability of death from engaging in a given activity may be defined as the
number of people who are expected to die as a result of engaging in that activity
divided by the total number of people who engage in it.

Discuss the probability of death from engaging in the following activities. Where
would each activity lie along the line above? Which are most dangerous? Which are
the safest?

flying in a commercial airplane

driving/riding in a car

getting struck by lightning

smoking cigarettes

working as a lumberjack

working as a police officer

playing “Russian roulette” with a six-shooter

living in Southern California during the next 50 years
etting AIDS from a blood transfusion

staying at a motel

having a baby

taking a prescription drug

living in a home with radon

falling down

having a heart attack

drinking water directly from a nearby river

breathing air in Los Angeles

eating vegetables sprayed with some herbicide or pesticide

living near a nuclear power plant
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From Economics and the Environment; ©National Council on Economic Educs don, New York, NY




ACTIVITY 2

THE PRODUCT: A REDUCTION IN THE
PROBABILITY OF DEATH

Consider two things you are likely to do in your lifetime: (1) drive on highways and (2)
breathe polluted air in a large city. Answer the following questions for each of these

.....

activities:

a. Is either of these activities 100% safe (that is, the probability that you would die as
a result of engaging in the activity is zero)?

b. Would you be better off if these activities were made safer (that is, if the
probability of dying from engaging in them was reduced)?

c. Suggest some ways to make these activities safer.

d. What are the costs associated with these suggestions (that is, what exactly must
be given up)?

e. Do you think society's goal for these activities should be to make them 100% safe?

f. If society’s goal is to maximize the net value (benefits minus costs) it gets from
each product, how much of the product (a reduction in the probability of death)
should be produced in each of these cases?

From Economics and the Environment; ©National Council on Economic Education, New York, NY



ACTIVITY 3

Flow Chart
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EVALUATION INSTRUMENTS AND SUMMAR




PRE/POST TEST

1. Even if no laws require it, business owners have an economic incentive to behave
ethically because of (a) their religious view (b) their fear of lawsuits (c) the
Occupational Safety and Health Administration (d) the profit motive.

2. Researchers in economics (a) face ethical issues while making choices (b) face no
ethical issues because economics is a science.

A moral hazard arises when a person (a) is put in danger from hazardous
workplace conditions (b) has an economic incentive to behave unethically (c) is in
jeopardy from being overly moral (d) cannot behave ethically because of a legal
restriction.

L

4. Markets are more efficient when the following characteristic is present: (a)
economic participants are seli-interested (b) market activities are transparent (c)
economic participants uphold ethical standards of behavior (d) all of the above.

5. Economic reasoning assumes that people and corporations rationally seek their

own interests. What is the difference between greed and self-interest?

6. What is the difference in cost and marginal cost?

7. What is the difference in a benefit and marginal benefit?

8. Does the recall of a defective product always permanently adversely affect the
company involved? Defend your answer.

9. What is the purpose of government regulatory agencies?

10. To what extent do you believe ethics should be a factor in economic decisions?
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Even if no laws require it, business owners have an economic incentive to behave
ethically because of (a) their religious view (b) their fear of lawsuits (¢) the
Occupational Safety and Health Administration (d) the profit motive.

Researchers in economics (a) face ethical issues while making choices (b) face no
ethical issues because economics is a science.

A moral hazard arises when a person (a) is put in danger from hazardous
workplace conditions (b) has an economic incentive to behave unethically (c)isin
jeopardy from being overly moral (d) cannot behave ethically because of a legal
restriction.

Markets are more efficient when the following characteristic is present: (a)
economic participants are self-interested (b) market activities are transparent (c)
economic participants uphold ethical standards of behavior (d) all of the above.

Economic reasoning assumes that people and corporations rationally seek their
own Interests. What is the difference between greed and self-interest?
Self-interest turns into greed when it is taken to excess or hurts others.

What 1s the difference in cost and marginal cost?

A cost is something that must be sacrificed or given up when a choice is made.
Marginal cost is the exira price of implementing a policy or making a choice to
do a little more or a lirtle less of something.

What is the difference in a benefit and marginal benefit?

A benefit is a monetary or non-monetary gain received because of an action taken
or a decision made. Marginal benefit would be the extra or additional satisfaction
of making a choice to do a little more or a lintle less of something.

Does the recall of a defective product always permanently adversely affect the
company involved? Defend your answer.

No. Ford Bridgestone, Martel, Merck were able to overcome the adverse effects
and remain viable corporations.

What is the purpose of government regulatory agencies?
Ensure fair comperition and protect consumer welfare.

To what extent do you believe ethics should be a factor in economic decisions?
Answers will vary. Students should comment on risk vs. reward, cost vs. benefit,
social responsibility vs. shareholder gains, short-term vs. long-term outcomes.



Name:

Date:

EVALUATION RUBRIC (may be used for activity, essay and research project)

Criteria Level 1 Level 2 Level 3 Level 4
50% to 65% | 66% ta 75% | 76% to 90% 91% to 100%
Accuracy of Poor Satisfactory Good Superior
Information Minimal mistakes | Aimost no errors No errors or
or omissions or omissions omissions
Quality of Report Poor Satisfactory Good Superior
Presentation Skills Poor Satisfactory Good Superior
Limited skills |Clearly presented High level of Exceptional level
presentation of presentation
skiil skill
Group Poor Satisfactory Good Superior
Participation Limited or Some active | Actively engaged| Actively engaged;
nonexistent participation in every activity Offers thoughtful
suggestions
Ability to relate this Poor Satisfactory Good Superior

activity to the
economic concepts
discussed

Comments:




EVALUATION

I considered this unit to be a success because post test scores were significantly higher
than pre-test scores, and the students continue to discuss issues related to our lesson.

One of our objectives was that the students would understand that choices made by
individuals, firms or government officials often have long term unintended consequences.
From this lesson, students realized that the short term actions of corporations to protect
profits and market value sometimes lead to long term actions such as death, injury, loss
of market value and more supervision by regulatory agencies.

Another objective was to understand that effective decision-making requires a
comparison of the extra benefits and costs of any action. During this unit, students
realized that some protective measures have a prohibitive cost or consequence.
“Marginal benefit” and “marginal cost” became common phrases in reference to many
aspects of the students” lives.

The students also gained a greater understanding of the role of government regulatory
agencies. The students realized that rules, regulations, policies and procedures are
constantly updated, many times in response to a crisis. The oversight duties of regulatory
agencies are no exception.

The scores on the pretest and the post test reflect gains in knowledge related to the
economic concepts listed in the objectives. Class discussions and essays also reflect a
great deal of thoughtfulness in relation to ethics and economics. In addition to
strengthening the students’ economic understanding of a relevant issue, this unit also
presented an opportunity to strengthen writing, technological, research and social skills.

The greatest indicator of a successful lesson is the fact that students are still discussing
the basic concepts while other corporate recalls/scandals occur. This was an opportunity
for students to exhibit the ultimate goal of any teacher. Instead of simply repeating what
they are told to think, they acquired the skills necessary for “how to think”.

Even though I used this unit with a special population high school class, it will work very
well with any high school class. Some of the activities were also completed by a tenth
grade world history class and an eleventh grade co-op class. A tenth grade class was
given the opportunity to write essays related to the quotations used in this unit. All of
these were successful activities and promoted a great deal of discussion among the
students.



Addendum to Lesson Plan "Recall Recoil: Ethics and Economics”

Ethnicity of my particular class:

The students in my 11%-12" grade Career Prep Class were all white and all received
free/reduced lunches. Two of the senior boys had fathered a child and lived

independently from their parents. Only two of the other students lived with both birth
parents.

Pre- and Post-Test Scores

Student Pre-Test Score Post-Test Score
1. 60 80
2. 0 70
3, 60 90
4, 30 90
5. 50 80
6. 20 100
7. 20 90
8. 20 90
9. 50 90
10. 50 100
11. 20 90
12. 10 80
Class Average 33 87.5

Interesting Note:

Those students whose scores increased dramatically held part-time jobs during the school
year. Ibelieve that participating in the world of work and managing their own money
helped them to obtain a better grasp of the economic concepts.
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Virtual Economics CD lessons

Advanced Placement Economics, Microeconomics, Unit 1, Lesson 4, Activity 7.

Ay

nomics and the Bnviranment TTnit 4 T eccmne & G and 11
Economics and the Environment, Unit 4, Lessons 5, 9 and 11.

Focus: Institutions and Markets, Lesson 6

Ulysses, Ang; “Total Recall”, Phillippine Star website, March 17, 2010.

Klein, Benjamin; “Brand Names”, Library of Economics and Liberty website, April 20,
2010.

Philips, Matthew, Newsweek website, February 3, 2010.

“Will Toyota Recover” Financial Edge website, April 17, 2010.

Moneycentral.msn.com. January, 2010

Various Internet websites









