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Unit I Economics Fundamentals 


Chapter 2 Economics Systems
Read Chapter 2.  Answer the following questions based on your reading.
1.  Why are “factor payments” (salaries) for school teachers less than for a major league baseball players, or an NFL players?
2.  Why did Smith say that an invisible hand  “guided” the marketplace? Explain.
3.  Why is economic equity difficult to achieve in a free market system?

4.  Do you see any connection between the publication of Adam Smith’s Wealth of Nations in 1776 and the writing of the Declaration of Independence (other than the date!)?
5. Although socialist countries and communist countries both use centrally planned economic systems (command economies) they are very different politically. Explain fully. Give examples.
6.Why did the switch from a centrally planned economy under Soviet control to a free enterprise system result in chaos in the years following the collapse of the Soviet Union?

7. Even though Adam Smith preached the doctrine of laissez faire, he agreed that there was room for a certain degree of government intervention.  Why?

8.  Read “Global Connections” on p. 41.  Do think that Sweden’s mixed economy would work in the U. S.  Why?     Why not?    Be specific.

