Economics for Sophomores 

There are certain ideas and concepts of economics that will come up repeatedly in a study of either world or American history from this time forward. I thought it was worth some time today to cover that ground in the form of ten basic questions. 

1.  What is economics?

2.  What is “scarcity” in the study of economics?

3.  What are the major “fields” of economics?
4.  What are the three “basic economic questions”?

5.  What are the “factors of production”?

6.  What are four economic goals of societies? (Is there a fifth?)

7.  What are “trade-offs” and “opportunity cost”?

8.  What is demand?

9.  What is supply?

10.  What is the difference between “nominal” and “real” rates?

Key Economists and Key Ideas

“laissez faire” -
Adam Smith – The Wealth of Nations

Divison of labor and specialization – “Those ten persons, therefore, could make among them upwards of forty-eight thousand pins in a day. Each person, therefore, making a tenth part of forty-eight thousand pins, might be considered as making four thousand eight hundred pins in a day. But if they had all wrought separately and independently, and without any of them having been educated to this peculiar business, they certainly could not each of them have made twenty, perhaps not one pin in a day.”

Law of self-interest:

“It is not from the benevolence of the butcher, the brewer, or the baker that we expect our dinner, but from their regard to their own interest.”

Law of competition:

Law of supply and demand:

The “invisible hand” – “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 an invisible hand to promote an end which was no part of his intention.”
David Ricardo

Absolute and comparative advantage 

“To produce the wine in Portugal, might require only the labour of 80 men for one year, and to produce the cloth in the same country, might require the labour of 90 men for the same time. It would therefore be advantageous for her to export wine in exchange for cloth. This exchange might even take place, notwithstanding that the commodity imported by Portugal could be produced there with less labour than in England. Though she could make the cloth with the labour of 90 men, she would import it from a country where it required the labour of 100 men to produce it, because it would be advantageous to her rather to employ her capital in the production of wine, for which she would obtain more cloth from England, than she could produce by diverting a portion of her capital from the cultivation of vines to the manufacture of cloth.”

Karl Marx and Friedrich Engels – The Communist Manifesto

“The history of all previous societies has been the history of class struggles.”

bourgeoisie v. proletariat 

“Capital is dead labor, which, vampire-like, lives only by sucking living labor, and lives the more, the more labor it sucks.”


The ruling class will protect it’s own interests, so the revolutionary change must be violent.

“Democracy is the road to socialism.”

“Let the ruling classes tremble at a communist revolution. The proletarians have nothing to lose but their chains. They have a world to win. Workingmen of all countries, unite!”


A dictatorship of the proletariat would emerge.

“From each, according to his ability; to each, according to his need.”

“The theory of Communism may be summed up in one sentence: Abolish all private property.”

Comparative Economic Systems

feudalism
mercantilism
capitalism
socialism
communism
Making Sense of History and the News…

Here’s some miscellaneous economic information to make you look really smart…

deficits v. debt

competition v. oligopoly v. monopoly

imports v. exports

free trade v. protectionism – (tariffs, quotas, etc.)

Other topics you want information about???

