	ECONOMICS
THE INVISIBLE HAND - ADAM SMITH EXPLAINED
 ANSWER KEY   EXIT TICKET - ANSWER KEY



	1.
	Which phrase BEST captures the INVISIBLE HAND in one line?



	A. A government bureaucrat secretly sets every price in the economy.
	B. Self-interested choices coordinated by prices and competition into social good. ✓

	
	

	C. Everyone shares everything equally so no one needs prices.
	D. Trade is zero-sum, so one country's gain is another's loss.



	2.
	Smith's PIN FACTORY example shows that:



	A. Specialization plus simple tools multiplied output from about 20 pins per day to about 48,000 - the division of labor is dramatic. ✓

	

	B. Pin factories were inefficient and Smith argued they should be banned.

	

	C. Workers should each do every step of the job to stay well-rounded.

	

	D. Pin-making was a hobby and was never economically important.



	3.
	Which of the following is the BEST example of a MARKET FAILURE that the invisible hand cannot solve on its own?



	A. A bakery raising bread prices when flour costs rise.

	

	B. Customers switching from coffee to tea when coffee prices spike.

	

	C. A chemical factory dumping pollution into a river - the price of the factory's product does not reflect the downstream town's cost. ✓

	

	D. A new competitor opening a bakery across the street.



QUICK WRITE
Open Response
QUICK WRITE (5-7 complete sentences). Use the words INVISIBLE HAND, SELF-INTEREST, and PRICE in your answer.

Pick ONE specific product you actually bought in the last week (a coffee, a fast-food meal, a new shirt, a phone charger, anything specific). Write a short paragraph that explains: (1) WHO worked in their own SELF-INTEREST to put that product within your reach (think about the seller, but also the workers, the suppliers, and the truck drivers); (2) how PRICE worked as a signal that connected them to you; (3) one way you can SEE the INVISIBLE HAND in this everyday transaction; AND (4) one CRITIQUE OR LIMIT of the invisible hand that might apply to your specific product (a possible externality, a competition or monopoly issue, or a market-failure concern). Be specific about your product - generic answers earn less credit.

	
	TEACHER-GRADED (4 points). Award 1 point each for: (1) Names a SPECIFIC product the student actually bought and identifies AT LEAST TWO people/roles who worked in their own SELF-INTEREST to put that product within reach (seller plus at least one worker/supplier/driver). (2) Correctly explains how PRICE worked as a SIGNAL connecting the producers to the student. (3) Names ONE concrete way the INVISIBLE HAND shows up in this specific transaction (uses all three required terms: INVISIBLE HAND, SELF-INTEREST, PRICE). (4) Names ONE specific CRITIQUE OR LIMIT that might apply to this product (a possible externality, competition/monopoly issue, or market-failure concern). Length target: 5-7 complete sentences. Deduct only if the response is shorter than 4 sentences OR omits one of the four required content elements above OR generic-product answer with no specifics.


ANSWERS
	1.
	B

	2.
	A

	3.
	C
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	If you enjoyed this product, please do not forget to rate and review to assist other teachers.



	
	Looking for future discounts? Earn TPT credits by reviewing purchased products.



Please contact me if you have any issues with this product. Just like our students, I am always looking for opportunities to grow.
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