Defining Economic Systems


According to John McCaa, “Each of these societies has an economic system with limited resources to meet their needs. As member of a society, every buying decision we make has an impact on our economy.  As consumers, we have the power to vote for products or manufacturers in our own neighborhood or on the other side of the globe and each vote affects our economic system.”


“In reality, most economic systems are mixtures of elements from other systems. US capitalism has been infused with increasing degrees of socialism. In Russia, the communist system has become more and more capitalistic; allowing the free marketplace to determine what will be distributed.”


Mark Dadd, Chief Economist for AT&T, says, “An economic system describes how the various parts of an economy interrelate. For example, it describes how labor interrelates with capital, interrelates with land. Those are the three major factors of production in any economic system. It’s essential that that system address several important issues. One, clearly, is how much to produce and what to produce. A second, very crucial one is how to distribute that amongst all the various people who want the products. There are several other things which an economic system must do as well.”


John McCaa, “In an economic system, the people who control how much is produced, what is produced and who consumes it depends upon the economic system. In most western economies, it’s the free market that determines how much is produced, What is produced and how that production is distributed amongst consumers.”


“In a command economy, what traditionally has been called a socialist system typically it’s government bureaucrats who decide what’s produced, how much is produced and who consumes it. Of course, in practice, it tends to be a blend between the two,” stated Mark Dadd.

 “The United States clearly has a market-driven economy. But that doesn’t mean that government doesn’t have a role here. Government has a traditional role in defense, and, I think, most people would regard that as a necessary role of government. It also has a role in terms of a social safety net. And in some areas, it also tries to help in the development of new technology, particularly in the defense area but more generally.

“So, the US still has a role for government, and that clearly is a function of the political process. People vote on the politicians, they vote on economic policies and that clearly represents the will of the people.”

John McCaa says, “The roots of the US economic system go all the way back to the very beginning of the nation’s history. The roots were nourished in Boston and Williamsburg with their fierce resistance to the intrusion of England into the economic affairs of the colonies.”

“In 1776, Adam Smith published his Wealth of Nations, a kind of operations manual for a market-driven economy.”

 
“Adam smith had a view which economists typically call the invisible hand, which was that if you get a free economy with prices correctly determined by the market, that people will do things in their own interest which, in fact, is the interest of the economy and the nation as a whole. Capitalism in the United States has, as its basis, the fact that individuals or individuals through corporations own the means of production. That’s a critical element of capitalism in the United States,” said Mark Dadd.

“Combine that with a market economy where prices determine what, how resources are allocated, what is produced, how much is produced. They then have the capacity to earn profits and profits become one of the big incentives which drive what is produced.”


Every single economy works as proficiently as any other, but it all depends on how you work with it.  Time after time it may change, but it can all be for the best of it.
