Aim: How did the Commercial Revolution change the world? ‘

How did Adam Smith’s ideas change business forever?


I. Commercial Revolution

1. The Church began to lend money to governments with no interest

2. Merchants created the Joint-stock company 

3. People buy stock in a company and share the profits, reduce the costs and risks of colonization.

4. This developed a class of middle class merchants 

5. Monarchies granted monopolies to trade routes

6. Muscovy Company of England trade routes to Russia 

7. Dutch East India Company controlled the Spice Islands.

II. Mercantilism

1. The monopolies led to mercantilism

2. Accumulate wealth, establish colonies and develop industry for a balance of trade. 

3. a country tried to export more than it imported 

4. Major trading nations built power and wealth

5. Colonies gave the mother country resources

6. This created new markets for exports 

7. Mercantilism caused resentment and a demand for colonial independence 

III. Adam Smith

1. Wrote: The Wealth of Nations to protest mercantilism

2. Laissez-fare: Gov’t should not have a hand in business or “hands off”

3. Businesses should be free to operate without gov’t interference 

4. the Free Market: based on supply and demand with little to no gov’t control 

5. Inspired Competition: Businessmen would provide the best goods for cheapest price

6. Capitalism: Called for Private and corporate ownership of goods

IV Karl Marx

1. German economist and philosopher 

2. Factory workers were being exploited by the capitalist system

3. Marx and Friedrich Engels wrote The Communist Manifesto (1848)

4. Working class would eventually revolt and take control of the means of production

5. The gov’t, the courts, the police, the church favor the rich

6. Marxism serves as the foundation of socialism and communism

· Marxism: economic and political philosophy also known as scientific socialism. 

· Communism a system of social organization in which property and the means of production are held in common. 

· Socialism is the political and economic theory that advocates a system of collective or government ownership and management of the means of production and distribution of goods.
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