
Aim #10: How Does the Industrial 
Revolution Change Economic Theory 

in Europe? 
 



Mercantilism- Old Economic Theory  
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Capitalism- New Economic Theory 
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•   

•   

•   

•   

•   

•   

•   

    

   

   

Supply and Demand Self-Interest Competition for Consumer 

Money 

 

 

 

 

Producers are people who make things. Consumers are people who buy 

things. The amount of a good that a producer makes is called its supply, 

the amount that is available. How much consumers want something is 

called demand. The price of something is determined through the law of 

supply & demand. Producers try to sell their supply for the highest price 

possible, but this is limited by how much consumers demand it.  

There is self-interest so producers 

and consumers only think about 

their selfish needs when making 

decisions. 

There is competition where producers 

compete for consumer money by lowering 

their prices or introducing new products. 





“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. We address 
ourselves, not to their humanity but to their self-love, 
and never talk to them of our own necessities but of 
their advantages.”    

  —Adam Smith, The Wealth of Nations, 1776  

Quick biographical note: Adam Smith lived and died in Scotland, which 
was part of the United Kingdom (England + Scotland).  



Economists Attempt Reforms 
•   

• Thomas Malthus 
   

   

   

   

• Jeremy Bentham 
   

   

• John Stuart Mill 
   

    

   



Communism  
• Capitalism: 

 

 

 

• Socialism:  

 

 

• Communism: 
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Communism  
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4 Elements of Communism 
1. Class Struggle: Bourgeoisie  Vs. Proletariat  

2. Exploitation of the Worker 

3. Communist Revolution 

4. Dictatorship of the Proletariat 

“The proletarians [workers] have nothing to lose but their chains. They have a 
world to win. WORKING MEN OF ALL COUNTRIES, UNITE!” 

Karl Marx, Communist Manifesto (1848) 



Communism  
German philosopher Karl Marx 
condemned the ideas of capitalism as 
unfair and the ideas of some 
reformers as impossible to achieve.  

“Nobody troubles about the poor as they struggle helplessly in 
the whirlpool of modern industrial life.  The working man may 
be lucky enough to find employment, if by his labor he can 
enrich some member of the middle classes.  But his wages are 
so low that they hardly keep body and soul together.  If he 
cannot find work, he can steal, unless he is afraid of the police; 
or he can go hungry and then the police will see to it that he 
will die of  hunger in such a way as not to disturb the      
equanimity of the middle classes.” 
 
   - Friedrich Engels (Marx’s 
philosophical friend) 



How do both NEW economic theories 
reflect what was happening at the time? 

Historical Context 

CAPITALISM develops as an idea a result of the British 
government’s hands off approach to the developing industrial 
economy in England in the mid- to late-1700s. 

COMMUNISM develops as an idea as a REACTION to the poor 
treatment of the industrial workers — their wages, their living and 
working conditions, their general health — across Europe, in the 
mid- to late-1800s. 



According to Adam Smith's The Wealth of 
Nations (1776), how does a nation build 

wealth? 

Task 1: According to Adam Smith, how does the division of labor 
create more productivity? 
 
 
 
 
Task 2: According to Adam Smith, how does division of labor and 
the invisible hand build a nation’s wealth? 





Watch this video, What is productivity? (0:00-2:08).  

https://www.youtube.com/watch?v=mRxICdUYaCs


Watch this video, Division of Labor: Burgers and Ships 
(0:30-1:35). 

https://www.youtube.com/watch?v=Meo0s54s1sw


Watch this video, The Invisible Hand  (0:00-1:20). 

https://www.youtube.com/watch?v=ulyVXa-u4wE&list=PLhQpDGfX5e7CI3ReXlkaqfYZcGs3phfAa&index=26




Task 1:  
 

If you were trying to convince others in the proletariat to start a 
revolution against the bourgeoisie, which document do you think 
would be the most persuasive? Circle one. 
 

• Document 1: The Communist Manifesto (1848) 
• Document 2: From the Depths (1906) 
• Document 3: Pyramid of the Capitalist Systems (1911) 

 
Explain why the document you selected would be the most 
persuasive tool to convince others to start a revolution against the 
bourgeoisie. 
 
 



1. Explain the historical 
circumstances that led to the 
developments shown in the 
excerpt from The Communist 
Manifesto. 

2.  
Identify Frederich Engels and Karl 
Marx’s point of view concerning 
capitalism and the impacts of the 
Industrial Revolution on the 
proletariat.  
 

3. Identify Frederich Engels and Karl 
Marx’s point of view concerning 
how the proletariat should 
respond to the conditions of 
capitalism and the impacts of the 
Industrial Revolution. 

4.  
Based on this excerpt, explain the 
purpose of Frederich Engels and 
Karl Marx’s political pamphlet.  

5.  
Identify one possible audience 
for The Communist Manifesto 
(1848). Why do you think this is 
the audience? 

6.  
How does the audience impact 
how Frederich Engels and Karl 
Marx present their ideas? 



1. Identify details in the image. 
 
 
 
2. Identify the artist’s point of view 
concerning capitalism and the impacts of the 
Industrial Revolution.  



1. Identify details in the image. 
 
2. Identify the artist’s point of view concerning 
capitalism & the impacts of the Industrial Rev.  

CAPITALISM   

We Rule You 

We Fool You  

We Shoot At You  

We Eat For You  

We Feed All  

We Work For All  



What is the difference between capitalism, socialism, 
and communism? 

 
 
 

Task 1: Identify and explain a similarity or difference between the social classes under 
capitalism, socialism, and communism. Be sure to include evidence from the chart in 
your response.  

 
 
Task 2: Identify and explain a similarity or difference between the goals of capitalism, 
socialism, and communism. Be sure to include evidence from the chart in your 
response. 

 
 
 
Task 3: Identify and explain a similarity or difference between business ownership in 
capitalism, socialism, and communism. Be sure to include evidence from the chart in 
your response. 








