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Packet Overview 
Date Objective(s) Page Number 

Monday, April 13 ***Scheduled Day Off*** 2 

Tuesday, April 14 1. Explain the origin and meaning of Adam Smith’s 
“the invisible hand”  
2. Identify Adam Smith’s arguments for when trade 
restrictions are permissible 

2 

Wednesday, April 15 
& Thursday, April 16 

Explain why barriers to free trade are often harmful 
and when they are needed 

4 

Friday, April 17 1. List the basic economic questions each society 
must face 

2. Identify the ways a society can organize its 
economy to answer these questions 

3. Identify how the United States organizes its 
economy to answer these questions 

***Quiz*** 

22 

 

Additional Notes:  Welcome Back!  Hope you had a restful and joyful holiday weekend!  This 
week we finish our look at the rise of Capitalism and turn towards how societies manage their 
economies.   

Again, I now have “Office Hours” via Zoom on Tuesday and Thursday from 1-1:50 you can 
connect with me via Zoom to ask questions, discuss concepts etc...  However, you can email any 
time!  Please continue to ask questions!  E-mail: Patrick.Franzese@greatheartsnorthernoaks.org. 

Again, each day’s lesson is designed to take no more than 20 minutes.  If you have spent more 
than 20 minutes on a lesson and/or you do not have access to a computer or the internet, then 
have your parent sign the page next to the “student expectation” section under each lesson and 
you will receive full credit for the assignment. 

Academic Honesty 

I certify that I completed this assignment 
independently in accordance with the GHNO 

Academy Honor Code. 

Student signature: 

___________________________ 

I certify that my student completed this 
assignment independently in accordance with 

the GHNO Academy Honor Code. 

Parent signature: 

___________________________ 
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Monday, April 13:  ***Scheduled Day Off*** 
 
Tuesday, April 14 – Lesson:  Trade 
 
Objective: Be able to do this by the end of this lesson. 
1. Explain the origin and meaning of Adam Smith’s “the invisible hand”  
2. Identify Adam Smith’s arguments for when trade restrictions are permissible 
 
Student Expectations:  Annotate the readings, watch the video and answer the questions. 
 
Introduction to Lesson 
This week builds upon on previous exploration of the rise of capitalism.  As we developed last 
week, people produce goods/services for trade out of their own self-interest; they want to 
improve their own lives.  When people engage in a voluntary exchange of goods/services, both 
people benefit and both people become wealthier.  Smith, as well as Ricardo, take this idea and 
demonstrate that countries who pursue free trade increase their wealth as well.  If you recall, 
Smith is writing his book to demonstrate that mercantilism—the idea that countries gain wealth 
by limiting imports and expanding exports—is flawed and limits wealth creation.  Nonetheless, 
the debate between those who believe in free trade and those who believe trade should be 
restricted to protect local/national businesses, industries and/or interests still rages today.  The 
first three lessons this week will explore arguments regarding when trade should be restricted. 
 
Trade Restrictions: 
Before we delve into the subject it is important to ensure we have a common understanding on 
how government action can influence international trade.  Below are the key ones. 
 

1) Tariffs – tariffs are simply taxes that imposed in imports to make them more costly, and 
thus less attractive, to buy. 
 

2) Quotas – countries will limit the quantity of a certain product that can be imported.  
Sometimes the number will be zero! 

 
3) Subsidies – money given by the government to a certain business/industry so they can 

produce certain items and/or make them cheaper, and thus more attractive, to buy 
 

4) Health and Safety Rules on Imports – for example, the government can say that no 
sweaters made by children can be imported.  This is stealthy way to make foreign goods 
more expensive and/or restrict their import. 
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5) Manipulate currency to influence exchange rate: 
a. Stronger dollar makes exports more expensive and imports less expensive 
b. Weaker dollar makes imports more expensive and exports less expensive 

Ex.  Look at a piano made in United States that costs $1000 and a car made in 
Germany at 1000 Euros.   

§ If $1 = 1 Euro, then  
• a German can buy the piano for 1,000 Euros 
• an American can buy the car for $1,000 

§ If $1 = 2 Euros, then  
• a German can buy the piano for 2,000 Euros 
• an American can buy the car for $500 

§ If $1 = .5 Euros, then  
• a German can buy the piano for 500 Euros 
• an American can buy the car for $2,000 

Note, with a stronger dollar, while exports will be more expensive, it invites more investment 
because the returns are greater! 
 
Invisible Hand 
Read/annotate in your reader pg 112-114 (end at the end of the 1st paragraph “…be diminished 
by every such regulation.”  Then answer the following question(s)? 
 
1) What is the impact of tariffs?  Who is harmed and who benefits?  Why? 
 
 
 
 
 
 
 
 
 
2) What is the “invisible hand”?  What does it do?  Why is this significant? 
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Book IV, Chapter II  

For the remainder of today’s lesson, you have the option of doing one of the following.  You can 
do both also!  Either way, you need to answer the question that follow lesson. 
1. View the following video (7:45) https://www.youtube.com/watch?v=FSSiA0GlyrY OR 
2. Read/Annotate pgs 114-121 of your reader  
 
3) Under what conditions does Adam Smith believe it permissible to restrict trade?   
 
 
 
 
 
Wednesday, April 15 and Thursday, April 16 - Lesson:  Trade 
 
Objective: Be able to do this by the end of this lesson. 
Explain why barriers to free trade are often harmful and when they are needed 
 
Student Expectations:  Annotate the reading and answer the questions. 
 
Introduction to Lesson(s) 
As stated in the last lesson, the debate between those who believe in free trade and those who 
believe trade should be restricted to protect local/national businesses, industries and/or interests 
still rages today.  In fact, the current pandemic has raised the question of when international trade 
might harm a country and under what conditions a country should impose trade barriers in order 
to protect and/or nurture a business or industry.  Over the next two days, we will be exploring the 
major arguments in favor of restricting free trade or, to put it more precisely, an evaluation of 
those arguments in favor of restricting free trade put forth by Milton Friedman.  Milton Friedman 
is arguably the biggest advocate of free markets in the 20th Century.  He was a prolific writer and 
commentator whose research, reasoning and rationale are still relevant today.  The following 
excerpt is taken from Friedman’s book, which he co-wrote with his wife, Free to Choose.  Given 
the excerpt is a little long, both reading/annotating the excerpt and answering the questions 
below should take you approximately 40 minutes combined and thus will cover two lesson days.  
Begin your reading on the next page under the heading “International Trade” and stop when you 
get to “Central Economic Planning” on page 20.   
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1) Is ensuring a “favorable balance of trade” (i.e., making sure you export more than you import) 
a meaningful policy goal? 
 
 
 
 
 
2) What are the three arguments in favor of tariffs that Friedman believes may have validity? 
How does Friedman respond to them? 
 
 
 
 
 
 
 
 
 
3)  Which do you believe is the strongest argument Friedman discusses?  Why? 
 
 
 
 
 
4)  Which do you believe is the strongest argument in light of the current pandemic?  Why? 
 
 
 
 
 
5)  According to Friedman, how does free trade help protect against monopolies? 
 
 
 
 
 
Concluding Thought 
As you can imagine, proponents of imposing trade restrictions typically argue that those 
restrictions are needed for national security.  How far is this stretched?  Would you be surprised 
to learn protecting our sugar industry is a national security concern?  If you have time, search the 
internet using the terms “sugar” and “national security” and see what you find!  
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Friday, Apri1 17 - Lesson:  Basic Economic Questions 
Objective: Be able to do this by the end of this lesson. 
1. List the basic economic questions each society must face 
2. Identify the ways a society can organize its economy to answer these questions 
3. Identify how the United States organizes its economy to answer these questions 
 
Lesson Student Expectations:  Read/annotate below, search using the links below and answer 
the questions.  ***Take Quiz on page 25 after completing this lesson!*** 
 
Introduction to Lesson 
We have finished the block that discusses the rise of capitalism where we examined at the factors 
that contributed to the rise of capitalism, the definition of capitalism, and the core characteristic 
of capitalism of allowing individuals to pursuing their own self-interest which leads to both more 
efficiency (i.e., division of labor) as well as the creation of wealth through trade.  In this next 
block, we will examine the ways societies can arrange themselves economically, how non-
capitalistic societies have fared and what flaw prevents them from succeeding, and the 
significant role economic freedom had in the founding of the United States.   
 
Basic Economic Questions Every Society Faces 
We started this course by discussing the concept of scarcity which is defined as “having 
unlimited wants and needs in a world with limited resources.”  There is not getting around the 
issues of scarcity.  Every society confronts the problem of how to make the best use of limited 
resources to satisfy human needs and wants—i.e. how to allocate scarce resources.  In short, 
every society must answer the following questions 
 

1)  What goods and services should be produced? 
2)  How many of each type of goods and services should be produced? 
3)  How should goods and services be produced 
4)  Who should produce them (i.e., who owns and controls the factors of production)? 
5)  For whom should they produced? 

 
Main Types of Economies 
In order to answer these questions, society have adopted four main types of economies. 
 

1)  Traditional Economy 
 

3)  Market Economy 
 

2)  Command Economy 
 

4)  Mixed Economy 
 

 
Characteristics of a Traditional Economy  
1) Traditional economies center around a family or tribe. They use traditions gained from the 
elders' experiences to guide day-to-day life and economic decisions. 
2) A traditional economy exists in a hunter-gatherer and nomadic society. These societies cover 
vast areas to find enough food to support them. They follow the herds of animals that sustain 
them, migrating with the seasons. These nomadic hunter-gatherers compete with other groups for 
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scarce natural resources. There is little need for trade since they all consume and produce the 
same things.  
3) Most traditional economies produce only what they need. There is rarely surplus or leftovers. 
That makes it unnecessary to trade or create money. 
4) When traditional economies do trade, they rely on barter. It can only occur between groups 
that don't compete. For example, a tribe that relies on hunting exchanges food with a group that 
relies on fishing. Because they just trade meat for fish, there is no need for cumbersome 
currency. 
5) Traditional economies start to evolve once they start farming and settle down. They are more 
likely to have a surplus, such as a bumper crop, that they use for trade. When that happens, the 
groups create some form of money. That facilitates trading over long distances.  
 
Characteristics of a Market Economy  
1.  Private Property. Most goods and services are privately-owned. The owners can 
make legally-binding contracts to buy, sell, or lease their property. In other words, their assets 
give them the right to profit from ownership. But U.S. law excludes some assets. Since 1865, 
you cannot legally buy and sell human beings. That includes you, your body, and your body 
parts.  
2.  Freedom of Choice. Owners are free to produce, sell, and purchase goods and services in a 
competitive market. They only have two constraints. First is the price at which they are willing to 
buy or sell. Second is the amount of capital they have. 
3.  Motive of Self-Interest. Everyone sells their wares to the highest bidder while negotiating the 
lowest price for their purchases. Although the reason is selfish, it benefits the economy over the 
long run. This auction system sets prices for goods and services that reflect their market value. 
It gives an accurate picture of supply and demand at any given moment. 
4.  Competition. The force of competitive pressure keeps prices low. It also ensures that society 
provides goods and services most efficiently. As soon as demand increases for a particular item, 
prices rise thanks to the law of demand. Competitors see they can enhance their profit 
by producing it, adding to supply. That lowers prices to a level where only the best 
competitors remain. This competitive pressure also applies to workers and consumers. 
Employees vie with each other for the highest-paying jobs. Buyers compete for the best product 
at the lowest price. There are three strategies that work to maintain a competitive advantage. 
5.  System of Markets and Prices. A market economy relies on an efficient market in which to 
sell goods and services. That's where all buyers and sellers have equal access to the same 
information. Price changes are pure reflections of the laws of supply and demand. There are five 
determinants of demand. 
6.  Limited Government. The role of government is to ensure that the markets are open and 
working. For example, it is in charge of national defense to protect the markets. It also makes 
sure that everyone has equal access to the markets. The government penalizes monopolies that 
restrict competition. It makes sure no one is manipulating the markets and that everyone has 
equal access to information.  
 
Five Characteristics of a Command Economy  
1.  The government creates a central economic plan. The five-year plan sets economic and 
societal goals for every sector and region of the country. Shorter-term plans convert the goals 
into actionable objectives.  
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2.  The government allocates all resources according to the central plan. It tries to use the 
nation's capital, labor and natural resources in the most efficient way possible. It promises to use 
each person's skills and abilities to their highest capacity. It seeks to eliminate unemployment. 
3.  The central plan sets the priorities for the production of all goods and services. These include 
quotas and price controls. Its goal is to supply enough food, housing, and other basics to meet the 
needs of everyone in the country. It also sets national priorities. These include mobilizing for war 
or generating robust economic growth. 
4.  The government owns monopoly businesses. These are in industries deemed essential to the 
goals of the economy. That usually includes finance, utilities, and automotive. There is no 
domestic competition in these sectors. 
5.  The government creates laws, regulations, and directives to enforce the central 
plan. Businesses follow the plan's production and hiring targets. They can't respond on their own 
to free market forces.  
 
Mixed Economy 
A mixed economy is a system that combines characteristics of market and command economies. 
***The United States and most countries of the world are Mixed Economies.  Some, like the US, 
are primarily Market Economies that have some command elements.  Others, like China, are 
primarily Command Economies that have adopted some free market principles*** 
 
Summary Questions 
1. What are the basic economic questions each society must answer? 
 
 
 
 
______________________________________________________________________________ 
 
2. List the characteristics of a command economy: 
 
 
 
 
 
3. List the characteristics of a market economy: 
 
 
 
 
 
4.  Why type of economy is the United States? _____________________________________ 
 
***Check answers to summary questions before taking the quiz!***  



Economics 10: Capitalism/Economic Systems 
April 13 – April 17  
 

25 
 
 

Quiz – Week of April 13 
(Complete without looking at your notes or packet!) 

 
1. In discussing trade, Adam Smith writes “He generally, indeed, neither intends to promote the 
public interest, nor knows how much he is promoting it. By preferring the support of domestic to 
that of foreign industry, he intends only his own security; and by directing that industry in such a 
manner as its produce may be of the greatest value, he intends only his own gain, and he is in 
this, as in many other cases, led by ____________to promote an end which was no part of his 
intention.” 

a. Greed 
b. Self-Interest 
c. An Invisible Hand 
d. Government Regulation 

 
2.  What does the quote in question #1 mean? 
 
 
 
3.   Who do tariffs usually help (i.e., who profits from a tariff)?  Why? 
 
 
 
5.  Who do tariffs usually harm (i.e., who suffers economic harm from a tariff?  Why? 
 
 
 
6. The United States is a: 

a. Market Economy 
b. Mixed Economy 
c. Traditional Economy 
d. Command Economy 

 
7. Which of the following is NOT a basic economic question each society must ask: 

a. What goods and services, and how much of each, should be produced? 
b. Who should produce the goods and services? 
c. Why should the goods and services be produced? 
d. For whom should the goods and services be produced? 

 

(One more question on next page!!)  
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8. Identify each characteristic below as either Traditional (“T”), Command (“C”) and Market 

(“M”) economy. 
 

__ Produce only what they need  __ The government creates a central 
economic plan  

__ The central plan sets the priorities for 
the production of all goods and services  
 

__ The government creates laws, regulations, 
and directives to enforce the central plan  
 

__ Rely on barter 
 

__ Limited Government 
 

__ Freedom of Choice  
 

__ Competition 
 

 
 


