Introduction to Classical Economic Liberalism

Video One – Introduction to Liberal Economics

Checking for understanding

Read through these questions – can you answer them quickly?  If you can, then you understand the key concepts in this video.  If not, go back and watch it again.  Don’t forget to check your answers with the answer key (don’t peek – the whole point of this is to see if YOU understand the key ideas).

1. Why do all societies need to establish some sort of economic system (what is the problem they are dealing with)?

2. What are the three questions all economies must answer?

3. What is the focus of a free market economy (who is in control)?

4. What are three other terms that also mean a free market economy?

5. What is the focus of a planned economy (who is in control)?

6. What are three other terms that also mean a planned economy?

7. What is meant by a mixed economy?

Answer Key

1. Why do all societies need to establish some sort of economic system (what is the problem they are dealing with)? To deal with scarcity – which is created by unlimited wants and limited resources (need to decide who gets how much).
2. What are the three questions all economies must answer? What to produce, how to produce it, and who gets what (how to distribute it).
3. What is the focus of a free market economy (who answers the three key questions)? Based on the ideas of supply and demand, where the individuals participating in the market decide the answers to what, how and who.
4. What are three other terms that also mean a free market economy? Free enterprise, private enterprise, capitalism
5. What is the focus of a planned economy (who answers the three key questions)? The government runs this economy in order to promote the goals of equality
6. What are three other terms that also mean a planned economy? Public enterprise, socialism, communism
7. What is meant by a mixed economy?  Both the individuals participating in the market and the government make decisions
