Introduction to Economics and Capitalism Notes

Economic Theory 
Scarcity 
· What causes scarcity?

· What are the three types of resources?

How to deal with scarcity: The Three Economic Questions
  
  
 
Economic Systems 
 
 
 
 
Terms – which is right/left wing? 
	Left Wing
	Center
	Right Wing

	
	
	


Mercantilism prior to the 19th Century 
 Competition between nations for gold / silver = _______________ 
 Protective __________, _________________, limited international trade (colonies and mother country), high levels of government _________________   
Historical events leading to classical liberalism 
 Protestant Reformation 

 value of hard work, thrift and material growth 
 Industrial Revolution 

 transportation = new _____________ / ________________ 

 population explosion = new ___________ / _______________ 
 Liberal Movement (_____________ liberalism) 

 Merchants complain about government restrictions 

 believed that the economy should be free to follow natural laws(___________/___________) 

 believed people motivated by __________________; _______________ encouraged   

           better production by workers 
Promotion of classical liberal ideals 
Give a brief explanation of the following: 
 Enclosure Act 
 Factory system 
 Entrepreneurial opposition to the mercantilist system 
 Rise of middle class and nouveau riche 
 How do these events promote classical liberal ideals?  
Adam Smith An Inquiry into Nations and Causes of the Wealth of Nations (1776 ) 
 strength of nations rested on _______________________, not gold 
 laws and restrictions hindered, rather than promoted economic growth 
 no need to plan the economy; _________________________________________________ ____________________________________________________________________________  

 invisible hand 
 government should interfere only to protect the country against foreign enemies, ensure competition, maintain law and order and protect individual property rights  

 _____________________ 
Other Characteristics Of Capitalism
  
  
  
  
  
  
How does capitalism answer the three basic economic questions?
 What goods/services to produce: 
 How to produce the goods/services: 
 Who should the goods/services be distributed to: 
Summarize the ideas of Thomas Malthus 

 
Summarize the ideas of David Ricardo 
 
 Summarize Social Darwinism 
 
Give two examples of the benefits of capitalism 
 

