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Economic systems are the methods a society uses to organize the production, distribution, and consumption of goods
and services. They determine how resources are allocated, what goods and services are produced, and for whom they
are produced. Different types of economic systems exist, each with its own strengths and weaknesses.

Next, we will look at a breakdown of the main typeS'
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1. Traditional Economic System:

*Characteristics: Based on customs, traditions, and beliefs passed down through generations. Production is often tied
to land and subsistence farming.

Example: Many rural, developing communities.
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[ TRAOITIONAL ECONOMY ]

DEFINITION EXAMPLES

A traditional economy is primarily  Subsistence Farming
based on customs, beliefs, and
traditions that guide the

production, distribution, and

Bartering Economies
 Gift Economies

e Hunters and Gatherers

* Nomadic Cattle Herders
The Kula Ring

Manorialism

consumption of goods and
services. It often relies on

subsistence farming or hunting and

gathering, where families produce

goods and services for their own « Communes

use.

e Traditional Fishing Communities
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Kula trading
partnerships
are lifelong
affairs, and
their details
are fixed by
tradition.
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e Manorialism is a self-sufficient
economy: everything that is

necessary for life was created on the

manor.

H

A Medieval . G,
Manor y

manorialism - Google Search

4 5 TN, OO 77 ¥
PO . .-Yu./ R
W TIPS N o0
JHY 2 o8
/| % 1
/)

COMMON
. PASTURE
<y IS
oo
’OOO "'\\_"_ r_,.‘"': “'.‘.‘
000 village Jlme church
) o° B e . |
f & 7 of riest’s hou

* 4 W



https://www.google.com/search?bih=954&biw=1912&ei=j2sbaIeHM8rKkPIP4O3o2QY&gs_lp=EgNpbWciC21hbm9yaWFsaXNtMgsQABiABBixAxiDATIFEAAYgAQyBRAAGIAEMgUQABiABDIFEAAYgAQyBRAAGIAEMgUQABiABDIFEAAYgAQyBRAAGIAEMgUQABiABEiVNVDlBVi1M3AFeACQAQKYAYMBoAGqDKoBBDIxLjG4AQPIAQD4AQGYAhSgAtoIqAIKwgIKEAAYgAQYQxiKBcICBhAAGAcYHsICChAjGCcYyQIY6gLCAgcQIxgnGMkCwgIOEAAYgAQYsQMYgwEYigXCAggQABiABBixA8ICCxAAGIAEGLEDGIoFwgINEAAYgAQYsQMYQxiKBcICDBAAGIAEGEMYigUYCsICChAAGIAEGLEDGArCAgcQABiABBgKmAMDiAYBkgcCMjCgB4qBAbIHAjE1uAfHCA&oq=manorialism&q=manorialism&safe=active&sca_esv=b5b85f1110a5fb0d&sclient=img&surl=1&sxsrf=AHTn8zqk1jJh-0Bmcewzdi2t4xhoL9w-SA%3A1746627471840&uact=5&udm=2&ved=0ahUKEwjHio6wxpGNAxVKJUQIHeA2OmsQ4dUDCBE#vhid=hcHB3EiIFwMalM&vssid=mosaic

2. Command Economic System:

*Characteristics: Centralized planning by the government, which owns and controls most resources. The government
decides what to produce, how to produce it, and who gets it.

*Example: Historically, the Soviet Union and other communist countries.
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COMMAND ECONOMY

A command economy is an economic system where the government makes all decisions
about what to produce and how to distribute goods and services.

COMMON
CHARACTERISTICS

The government in a command
economy owns all of the resources
and means of production. It also sets
prices for goods and services and
determines how these things will be
produced and distributed. The
government may decide what goods
or services will be produced, how
they will be produced, and who will
receive them.

EXAMPLES

e USSR (1922-1991)
e China (1949-1980s)

e Laos (1975-1980s)

e Cuba (1959-2010s)

e Vietnam (1979-1990s)

e Cambodia (1975-1979)
 North Korea (1948-Now)
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3. Free Market Economic System (aka Capitalism):

*Characteristics:

Driven by supply and demand, with prices determined by the interaction of buyers and sellers. Private ownership of
resources and businesses is common. Limited government regulation or participation in the economy.

*Example:

Hong Kong, Singapore, and to a large extent, New Zealand and the United States.
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CAPITALISM

Capitalism is an economic system that embraces the private ownership of the means of
production and exchange of goods and services on an open marketplace.

DEFINITION EXAMPLES

Capitalism is an economic system 1. The stock exchange

based on private ownership of the is fundamentally capitalistic. It is the

means of production. It is vehicle for trading ownership of

characterized by the pursuit of profit capital.

and the free exchange of goods and

services. In capitalism, individuals and 2. While government-funded public

businesses compete with each other education is an example of

to provide goods and services to socialism, private education reflects

consumers, with prices determined how education would take place

under pure capitalism.

by supply and demand.
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4. Mixed Economic System:

*Characteristics: Combines elements of both market and command systems. The government may intervene to
provide social safety nets, regulate industries, and promote economic stability.
*Example: Most modern economies, including the United States.

Mixed Economy

= \Who decides what to produce?
businesses

= \Who decides how to produce goods and
services?

businesses, but the government regulates
certain industries

= For whom are the goods and serwces
produces? )

consumers
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In economics, freedom and equality are often viewed as potentially conflicting goals. Economic freedom refers to the
ability of individuals to make their own choices about work, consumption, and investment. Economic equality aims for a
more level playing field, where everyone has access to resources and opportunities. While they might seem like
opposing forces, some argue that freedom is essential for economic growth and prosperity, while others believe that a
certain level of equality is necessary for social stability and well-being.

Elaboration;
sEconomic Freedom:

The Heritage Foundation defines economic freedom as the right to control one's labor and property, allowing
individuals to work, produce, consume, and invest freely. Wikipedia suggests that economic freedom correlates with
higher average income, higher income for the poorest, and improved living conditions. The Institute for Humane
Studies highlights that economic freedom fosters innovation and creativity, leading to prosperity.



Economic Equality:

.Georgia Public Broadcasting defines economic equity as the degree to which
everyone has equal opportunities to succeed or an equal share of resources. Think
Big/Start Small suggests that some believe a level playing field, where everyone has
equal access to wealth, already exists in some places, like Canada.

*The Trade-off:

*Some argue that prioritizing equality over freedom can stifle economic growth and
iInnovation. Others argue that prioritizing freedom over equality can lead to increased
iInequality and social unrest.

Different Perspectives:

-.Milton Friedman famously argued that a society that puts equality before freedom will
achieve neither. However, some argue that true liberty can only be achieved with a
democratic distribution of power and resources.

*The Role of Government:

».The government's role in balancing freedom and equality is a subject of debate. Some
believe that minimal government intervention is best for fostering economic freedom
and growth, while others advocate for government policies to promote equality and
reduce inequality.
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