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Packet Overview 
Date Objective(s) Page Number 

Monday, April 20 Identify correlations between the type of economics 
nations have adopted and how those countries have 
done in terms of wealth, happiness, health and 
freedom. 

2 

Tuesday, April 21 Explain the results of countries who have adopted 
heavily command economies 

5 

Wednesday, April 22 

 

Explain the importance and role of prices in 
conveying knowledge throughout society 
 

4 

Thursday, April 23 Explain how laws have impacts that are not seen and 
often negative 
***Quiz*** 

18 

Friday, April 24 ***Scheduled Day Off*** 

 

 

 

Additional Notes:   

Reminder about “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 20:  The Impact of Economic Freedom 
Objective: Be able to do this by the end of this lesson. 
Identify correlations between the type of economics nations have adopted and how those 
countries have done in terms of wealth, happiness, health and freedom. 
 
Student Expectations:  Conduct some research using the links provided (or others that you find) 
and answer the questions in each section. 
 
Introduction to Lesson 
As we learned last week, every country essentially has a mixed economy that operates 
somewhere on the spectrum between a market economy and a command economy.  This begs the 
question, of what are the general results from countries who are located towards one end 
compared to the other.  In this lesson, we will first look at where countries generally are on that 
spectrum.  Then, we will look at how countries are ranked in terms of wealth, happiness, health 
and freedom, and see how that correlates to economic freedom. 
 
Economic Freedom  
Each year various organizations put out reports ranking each country in terms of economic 
freedom.  While they each use slightly different criteria, these rankings are relatively consistent.  
Below are three organizations that put out annual rankings.  Take some time to explore these 
rankings—you are free to search for other organizations as well who publish annual rankings as 
well—and answer the questions that follow: 
 

- https://www.heritage.org/index/ranking 
- https://www.cato.org/economic-freedom-world 
- https://www.fraserinstitute.org/studies/economic-freedom 

 
1)  Which countries were generally at the top of each ranking?  What attributes did each of the 
countries have? 
 
 
 
 
 
2)  Which countries were generally at the bottom of each ranking?  What attributes did each of 
the countries have? 
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3)  Where was the United States?  Why did it earn this ranking? 
 
 
 
 
 
4)  Which country at the top of rankings surprised you?  Why? 
 
 
 
5)  Which country at the top of rankings surprised you?  Why? 
 
 
 
Economic Freedom and Wealth 
Similarly, various organizations put out reports ranking each country in terms of wealth.  While 
they each use slightly different criteria (i.e., total wealth, wealth per capita etc…) these rankings 
are relatively consistent.  Take some time to explore these rankings below—you are free to 
search for other organizations as well—and answer the questions that follow: 
 

- https://en.wikipedia.org/wiki/List_of_countries_by_financial_assets_per_capita 
- https://www.investopedia.com/articles/managing-wealth/112916/richest-and-poorest-

countries-capita-2016.asp 
- https://www.statista.com/statistics/203941/countries-with-the-highest-wealth-per-adult/  

 
1)  What is the relationship between the freest economies and the wealthiest nations?  Similarly, 
what is the relationship between the least free economies and the poorest nations? 
 
 
 
 
 
2)  Where was the United States?  What explains the difference between how it is ranked in 
terms of wealth and how it is ranked in terms of economic freedom? 
 
 
 
 
 
3)  Do the wealthiest nations generally have characteristic of a market economy or a command 
economy?_____________________________________________________________________ 
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Economic Freedom and Personal Happiness, Health and Freedom 
As Great Hearts imparts, there is more to life than material items.  Thus, although increased 
wealth is the result of economic freedom, it is important to look at other aspects of life to see the 
impact of, or correlation with, economic freedom.  Looking at factors such as happiness, health 
and freedom can provide good insight.  Links below explore these areas and how countries are 
ranked.  Granted, each ranking will use somewhat different and subjective criteria in coming to 
its conclusions.  However, there are nonetheless trends you can see.  You are free to search out 
other websites.  Moreover, I encourage you to think of other categories that you believe are 
important to living a good life and see how economic freedom is related its pursuit/achievement. 
 
Happiness:  - https://happiness-report.s3.amazonaws.com/2020/WHR20.pdf 

 
Health:  - https://worldpopulationreview.com/countries/healthiest-countries/ 

- https://www.weforum.org/agenda/2019/02/these-are-the-world-s-healthiest-nations/ 
 
Freedom: - https://www.cato.org/human-freedom-index-new 

- https://freedomhouse.org/countries/freedom-world/scores 
 
1)  What is the relationship between the freest economies and the happiest, healthiest and freest?  
Similarly, what is the relationship between the least free economies and the lest happy, healthy 
and free nations? 
 
 
 
 
 
2)  Where was the United States?  What explains the difference between how it is ranked in 
terms of wealth and how it is ranked in terms of economic freedom? 
 
 
 
 
 
3)  Do the happiest, healthiest and freest nations generally have characteristic of a market 
economy or a command economy? 
 
 
 
 
4)  (Optional) If you looked at a different category, what did you look at and what did you find? 
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Tuesday, April 21 – Lesson:  The Impact of Command Economies 
 
Objective: Be able to do this by the end of this lesson. 
Explain the results of countries who have adopted heavily command economies 
 
Student Expectations:  Annotate the readings and answer the questions. 
 
Introduction to Lesson 
Hopefully yesterday’s lesson provided good insight that successful nations who have a system 
more aligned with a market economy have generally achieved greater wealth, happiness, healthy 
and freedom than those countries who have a system more aligned with a command economy.  
Today’s lesson expands on this idea by focusing on those countries who tend towards, or have 
tended towards, a command economy.  The excerpt below comes from a report titled “The 
Opportunity Costs of Socialism” that was issued in October 2018 by The Council of Economic 
Advisors, which is an agency within the Executive Office of the President that is charged advising 
the President on the formulation of both domestic and international economic policy.  The entire 
report can be found here:  https://www.whitehouse.gov/wp-content/uploads/2018/10/The-
Opportunity-Costs-of-Socialism.pdf 
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Questions 
1) What are characteristics of countries who have adopted highly socialist policies? 
 
 
 
 
 
 
 
2)  What occurred with state and collective farming?  Why?  
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3)  Would this occur to other industries such as mining and manufacturing?  Why or why not? 
 
 
 
 
 
 
 
4)  Reflecting of what we discussed about human nature, why do you believe these countries 
failed?   
 
 
 
 
 
 
 
5)  Could countries who adopt highly socialist policies succeed?  Why or why not? 
 
 
 
 
 
 
 
Wednesday, April 22 - Lesson:  The Use of Knowledge 
 
Objective: Be able to do this by the end of this lesson. 
Explain the importance and role of prices in conveying knowledge throughout society 
 
Student Expectations:  Watch the video, annotate the reading and answer the questions 
 
Introduction to Lesson(s) 
Over the next couple of lessons, we explore concepts the highlight why command economies 
have largely while market economies have largely succeeded.  In this today’s lesson, we look at 
the important role prices play in disseminating knowledge throughout an economy.  Market 
economies largely allow the price system to work and thus facilitate this knowledge and as well 
as productive activity.  Conversely, command economies largely distort the price system and 
thus impede both important knowledge from being transmitted and productive activity. 
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Hayek – Use of Knowledge 
Read/annotate in your reader pg 157-164 (read only the top line of pg 164…”knowledge and 
skill.”).  Note, Additionally, I highly recommend you watch the following video which provides 
a wonderful overview of today’s reading: 
https://mru.org/courses/great-economists-classical-economics-and-its-forerunners/hayek-use-of-
knowledge-in-society-summary 
 
When done, answer the following questions: 
 
1) What is the economic problem of society? 
 
 
 
 
 
2) What does the price system do/allow/facilitate?  How or why? 
 
 
 
 
 
 
 
 
 
3)  How do command economies (i.e., centralized planning) prevent the use of knowledge? 
 
 
 
 
 
4)  Why is the price system not appreciated more? 
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Thursday, Apri1 23 - Lesson:  Law of Unintended Consequences 
Objective: Be able to do this by the end of this lesson. 
Explain how laws have impacts that are not seen and often negative 
 
Lesson Student Expectations:  ***Take Quiz on page 23 either after completing this 
lesson!***  Watch my video on Google Classroom and complete the reading/questions below. 
 
Introduction to Lesson 
A common response to any economic issue that arises is “do something.”  Many people expect 
the government to take action and thus many government officials have incentive to act.  
However, many times well-intentioned laws often create situations that are the exact opposite of 
what the law intended.  When laws change the incentives, people will change their behaviors. 
 
Unintended Consequences 
(https://www.econlib.org/library/Enc/UnintendedConsequences.html?to_print=true) 
By Rob Norton 

The law of unintended consequences, often cited but rarely defined, is that actions of 
people—and especially of government—always have effects that are unanticipated or 
unintended. Economists and other social scientists have heeded its power for centuries; for just 
as long, politicians and popular opinion have largely ignored it. 

The concept of unintended consequences is one of the building blocks of economics. Adam 
Smith’s “invisible hand,” the most famous metaphor in social science, is an example of a 
positive unintended consequence. Smith maintained that each individual, seeking only his own 
gain, “is led by an invisible hand to promote an end which was no part of his intention,” that end 
being the public interest. “It is not from the benevolence of the butcher, or the baker, that we 
expect our dinner,” Smith wrote, “but from regard to their own self-interest.” 

Most often, however, the law of unintended consequences illuminates the perverse 
unanticipated effects of legislation and regulation. In 1692 the English philosopher John Locke, a 
forerunner of modern economists, urged the defeat of a parliamentary bill designed to cut the 
maximum permissible rate of interest from 6 percent to 4 percent. Locke argued that instead of 
benefiting borrowers, as intended, it would hurt them. People would find ways to circumvent the 
law, with the costs of circumvention borne by borrowers. To the extent the law was obeyed, 
Locke concluded, the chief results would be less available credit and a redistribution of income 
away from “widows, orphans and all those who have their estates in money.” 

In the first half of the nineteenth century, the famous French economic journalist Frédéric 
Bastiat often distinguished in his writing between the “seen” and the “unseen.” The seen were 
the obvious visible consequences of an action or policy. The unseen were the less obvious, and 
often unintended, consequences. In his famous essay “What Is Seen and What Is Not 
Seen,” Bastiat wrote: 

There is only one difference between a bad economist and a good one: the bad economist 
confines himself to the visible effect; the good economist takes into account both the effect 
that can be seen and those effects that must be foreseen.  
Bastiat applied his analysis to a wide range of issues, including trade barriers, taxes, and 

government spending. 



Economics 10: Economic Systems 
April 20 – April 24 
 

19 
 
 

The first and most complete analysis of the concept of unintended consequences was done in 
1936 by the American sociologist Robert K. Merton. In an influential article titled “The 
Unanticipated Consequences of Purposive Social Action,” Merton identified five sources of 
unanticipated consequences. The first two—and the most pervasive—were “ignorance” and 
“error.” 

Merton labeled the third source the “imperious immediacy of interest.” By that he was 
referring to instances in which someone wants the intended consequence of an action so much 
that he purposefully chooses to ignore any unintended effects. (That type of willful ignorance is 
very different from true ignorance.) The Food and Drug Administration, for example, creates 
enormously destructive unintended consequences with its regulation of pharmaceutical drugs. By 
requiring that drugs be not only safe but efficacious for a particular use, as it has done since 
1962, the FDA has slowed down by years the introduction of each drug. An unintended 
consequence is that many people die or suffer who would have been able to live or thrive. This 
consequence, however, has been so well documented that the regulators and legislators now 
foresee it but accept it. 

“Basic values” was Merton’s fourth source of unintended consequences. The Protestant ethic 
of hard work and asceticism, he wrote, “paradoxically leads to its own decline through the 
accumulation of wealth and possessions.” His final case was the “self-defeating prediction.” 
Here he was referring to the instances when the public prediction of a social development proves 
false precisely because the prediction changes the course of history. For example, the warnings 
earlier in this century that population growth would lead to mass starvation helped spur scientific 
breakthroughs in agricultural productivity that have since made it unlikely that the gloomy 
prophecy will come true. Merton later developed the flip side of this idea, coining the phrase “the 
self-fulfilling prophecy.” In a footnote to the 1936 article, he vowed to write a book devoted to 
the history and analysis of unanticipated consequences. Although Merton worked on the book 
over the next sixty years, it remained uncompleted when he died in 2003 at age ninety-two. 

The law of unintended consequences provides the basis for many criticisms of government 
programs. As the critics see it, unintended consequences can add so much to the costs of some 
programs that they make the programs unwise even if they achieve their stated goals. For 
instance, the U.S. government has imposed quotas on imports of steel in order to protect steel 
companies and steelworkers from lower-priced competition. The quotas do help steel companies. 
But they also make less of the cheap steel available to U.S. automakers. As a result, the 
automakers have to pay more for steel than their foreign competitors do. So a policy that protects 
one industry from foreign competition makes it harder for another industry to compete with 
imports. 

Similarly, Social Security has helped alleviate poverty among senior citizens. Many 
economists argue, however, that it has carried a cost that goes beyond the payroll taxes levied on 
workers and employers. Martin Feldstein and others maintain that today’s workers save less for 
their old age because they know they will receive Social Security checks when they retire. If 
Feldstein and the others are correct, it means that less savings are available, less investment takes 
place, and the economy and wages grow more slowly than they would without Social Security. 

The law of unintended consequences is at work always and everywhere. People outraged 
about high prices of plywood in areas devastated by hurricanes, for example, may advocate price 
controls to keep the prices closer to usual levels. An unintended consequence is that suppliers of 
plywood from outside the region, who would have been willing to supply plywood quickly at the 
higher market price, are less willing to do so at the government-controlled price. Thus results a 
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shortage of a good where it is badly needed. Government licensing of electricians, to take 
another example, keeps the supply of electricians below what it would otherwise be, and thus 
keeps the price of electricians’ services higher than otherwise. One unintended consequence is 
that people sometimes do their own electrical work, and, occasionally, one of these amateurs is 
electrocuted. 

One final sobering example is the case of the Exxon Valdez oil spill in 1989. Afterward, 
many coastal states enacted laws placing unlimited liability on tanker operators. As a result, the 
Royal Dutch/Shell group, one of the world’s biggest oil companies, began hiring independent 
ships to deliver oil to the United States instead of using its own forty-six-tanker fleet. Oil 
specialists fretted that other reputable shippers would flee as well rather than face such 
unquantifiable risk, leaving the field to fly-by-night tanker operators with leaky ships and 
iffy insurance. Thus, the probability of spills probably increased and the likelihood of collecting 
damages probably decreased as a consequence of the new laws. 
 
The Cobra Effect: Lessons in Unintended Consequences 
(https://fee.org/articles/the-cobra-effect-lessons-in-unintended-consequences/) 
By Anthony Davis and James Harrigan 

Every human decision brings with it unintended consequences. Often, they are 
inconsequential, even funny. When Airbus, for example, wanted to make its planes quieter to 
improve the flying experience for travelers, it made its A380 so quiet that passengers could hear, 
with far too much clarity, what was happening in the plane’s bathrooms. Other times unintended 
consequences have far-reaching, dramatic effects. The US health care system is a case in point. It 
emerged in its present form in no small part because of two governmental decisions. 

First, wage and price controls during World War II caused employers to add health insurance 
as an employee benefit. Why? The law prohibited employers from raising wages, so to attract 
workers, they offered to provide health insurance. Then, in 1951, Congress declared that 
employer-provided health insurance benefits would not count as taxable income. This made it 
cheaper for employees to take raises in the form of increased tax-free insurance benefits rather 
than in the form of increased taxable wages. 

Unintended consequences happen so often that economists call them “Cobra Problems,” after 
one of the most interesting examples. 

Consequently, not only do workers now receive health insurance through their employers 
(unlike, for example, their car and home insurance), but those insurance plans also tend to be 
more luxurious than what they would have been had Congress never given them special tax 
treatment. These two political decisions helped to create the health care system we now have, a 
system that nearly everyone agrees is broken. 

No one set out to create a broken system, no more than anyone ever set out to make 
bathroom noises more conspicuous on airplanes. These were unintended consequences. And you 
can see them everywhere when you know to look. 

Unintended consequences happen so often that economists call them “Cobra Problems,” after 
one of the most interesting examples. 

In colonial India, Delhi suffered a proliferation of cobras, which was a problem very clearly 
in need of a solution given the sorts of things that cobras bring, like death. To cut the number of 
cobras slithering through the city, the local government placed a bounty on them. This seemed 
like a perfectly reasonable solution. The bounty was generous enough that many people took up 
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cobra hunting, which led exactly to the desired outcome: The cobra population decreased. And 
that’s where things get interesting. 

As the cobra population fell and it became harder to find cobras in the wild, people became 
rather entrepreneurial. They started raising cobras in their homes, which they would then kill to 
collect the bounty as before. This led to a new problem: Local authorities realized that there were 
very few cobras evident in the city, but they nonetheless were still paying the bounty to the same 
degree as before. In the end, Delhi had a bigger cobra problem after the bounty ended than it had 
before it began. City officials did a reasonable thing: They canceled the bounty. In response, the 
people raising cobras in their homes also did a reasonable thing: They released all of their now-
valueless cobras back into the streets. Who wants a house full of cobras?  

In the end, Delhi had a bigger cobra problem after the bounty ended than it had before it 
began. The unintended consequence of the cobra eradication plan was an increase in the number 
of cobras in the streets. This case has become the exemplar of when an attempt to solve a 
problem ends up exacerbating the very problem that rule-makers intended to fix. 

There is, of course, nothing special about cobras. The same sort of thing happened in the late 
1980s in Mexico City, which was at the time suffering from extreme air pollution caused by cars 
driven by its 18 million residents. The city government responded with Hoy No Circula, a law 
designed to reduce car pollution by removing 20 percent of the cars (determined by the last digits 
of license plates) from the roads every day during the winter when air pollution was at its worst. 
Oddly, though, removing those cars from the roads did not improve air quality in Mexico City. 
In fact, it made it worse. 

Come to find out, people’s needs do not change as a result of a simple government decree. 
The residents of Mexico City might well have wanted better air for their city, but they also 
needed to get to work and school. They reacted to the ban in ways the rule-makers neither 
intended nor foresaw.  

The people released their cobras into the streets, except this time the cobras were cars. 
Some people carpooled or took public transportation, which was the actual intent of the law. 

Others, however, took taxis, and the average taxi at the time gave off more pollution than the 
average car. Another group of people ended up undermining the law’s intent more significantly. 
That group bought second cars, which of course came with different license plate numbers, and 
drove those cars on the one day a week they were prohibited from driving their regular cars. 
What kind of cars did they buy? The cheapest running vehicles they could find, vehicles that 
belched pollution into the city at a rate far higher than the cars they were not permitted to drive. 
The people released their cobras into the streets, except this time the cobras were cars. 

These examples of unintended consequences aren’t aberrations. Unintended consequences 
arise every time an authority imposes its will on people. Seat belt and airbag laws make it less 
safe to be a pedestrian or cyclist by making it safer for drivers to be less cautious. Payday 
lending laws, intended to protect low-income borrowers from high lending rates, make it more 
expensive for low-income borrowers to borrow by forcing them into even more expensive 
alternatives. 

Requirements that corporations publicize how much they pay their CEOs in order to 
encourage stockholders to reduce CEO pay resulted in lesser-paid CEOs demanding more 
pay. Three-strikes laws, intended to reduce crime, increase police fatalities by giving two-time 
criminals a greater incentive to evade or even fight the police. The Americans With Disabilities 
Act gives employers an incentive to discriminate against the disabled by not hiring them in the 
first place so as to avoid potential ADA claims. Electrician licensing requirements can increase 
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the incidence of injury due to faulty electrical work by reducing the supply of electricians, 
thereby encouraging homeowners to do their own electrical work. 

But perhaps nothing illustrates the scope of the potential problems arising from unintended 
consequences better than Venezuela’s terrible game of whack-a-mole that began with the 1976 
nationalization of its oil industry. The government’s intent was to keep oil profits in the country. 
And that’s how it went—for a while. 

But when the government takes over a once-private industry, the profit incentive to maintain 
physical capital is lost, and physical capital deteriorates. The deterioration plays out over a 
decade or so, and that’s what made it appear—at least for a while—that unlike everywhere else 
socialism had been tried, Venezuela’s socialism was working. But as the oil industry’s physical 
capital broke down, oil production fell. Coincidentally, it was around this time that oil prices fell 
also—a fact socialism’s supporters point to as the real culprit. The ultimate unintended 
consequence of Venezuela’s nationalizing its oil industry was slavery. That is without question 
incorrect given that no other oil-producing nation suffered what Venezuela was to suffer. 

As oil revenues and production plummeted, Venezuela’s government acted the way 
governments inevitably do when revenues disappear. It borrowed and taxed as much as it could, 
and then it started printing money. The printing led to the unintended consequence of inflation, 
then prices rose so high that people could no longer afford food. To respond to this unintended 
consequence, the government imposed price controls on food. But this created a new unintended 
consequence wherein farmers could no longer afford to grow food. And so the farmers stopped 
growing food. Finally, the government forced people to work on farms in order to assure food 
production. 

The ultimate unintended consequence of Venezuela’s nationalizing its oil industry was 
slavery. 

None of this means there is no place for legislation. What it does mean is that lawmakers 
should be keenly aware that every human action has both intended and unintended consequences. 
Human beings react to every rule, regulation, and order governments impose, and their reactions 
result in outcomes that can be quite different than the outcomes lawmakers intended. So while 
there is a place for legislation, that place should be one defined by both great caution and 
tremendous humility. Sadly, these are character traits not often found in those who become 
legislators, which is why examples of the cobra problem are so easy to find. 
 
Summary Questions 
1. What is the law of unintended consequences? 
 
 
 
2. How does the law of unintended consequences apply to economics? 
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Quiz – Week of April 20 
(Complete without looking at your notes or packet!) 

 
1. What has been the result of those countries that implemented an economy whose 
characteristics were more aligned with a market economy? 
 
 
 
 
  
  
  
2. What has been the result of those countries that implemented an economy whose 
characteristics were more aligned with a command economy (i.e., were highly socialistic)? 
 
 
 
 
  
  
  
 3. Which statement best summarizes Hayek’s main argument in The Use of Knowledge in 
Society:  

(a) The economic problem of society is how planners can best use the knowledge given to 
them 

(b) People appreciate the price system because it is not the product of human design and the 
people guided by it usually do not know why they are made to do what they do 

(c) In a competitive industry the task of keeping cost from rising requires constant struggle, 
absorbing a great part of the energy of the manager 

(d) Prices coordinate the separate actions of people in a system in which knowledge of the 
relevant facts needed to make decisions is dispersed among many people 

 
4. Give an example of the “Law of Unintended Consequences.”  Explain both the goal of the 
action and the results. 
 
 
 
 
 
 
 


