Defining Economic Systems
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In the whole world there are different cultures
. In these cultures there are different economies. The consumers have choices that drive the economy. There are three types of economic systems that vary throughout the world. Capitalism is based on a free market economy that is driven by private ownership of property. Socialism is when the government controls key industries such as utilities, banking, and communications. Communism 
is based on the idea of classless society in which the government controls all economic resources for the common good. Throughout the world economies are changing. 

The economic systems that are employed have a profound impact on the nation. An economic system describes how the various parts of an economy interrelate says Mark Dadd. The economic system includes how labor interrelating with capital and land. In an economic system is there is the question of what and how much to produce. Then there is the question of how to market the product and to whom. In a command economy, commonly referred to as a socialist country then the bureaucrats decide what is produced. Mark Dadd says that there are very few economies that are pure command economist or pure market economies. There are mix economies that are a little bit of both.  In all societies, the economic system employed has a profound impact on how people work and live and use their limited resources. According to Mark Dadd, the chief economist states that an economic system describes how the various parts of an economic come into related. 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 is essential that system address several important issues. One clearly stated how much to produce and what to produce. A second, very important is how to distribute that amongst all the various people who want the products. In the economic system “the people who control how much is produced, what is produced and who consumes it depends upon the economic system” says Dadd. According to Dadd in most western economies, it is 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 its government bureaucrats who decide what is produced? How much is produced and who consumes it. In practice, it tends to be a blend between the two. 
Mark Dadd stated that there are very few economies that are pure command economies or pure market economies. Mostly, that we have mixed economies that they have a little bit of government control and direction on production and consumption and they also have an element of market direction. Most of the economies of the world have market forces driving consumption. The United States clearly has a market driven economy, but that doesn’t mean that government does not have a role here. Government has a traditional role in defense, and that is a necessary role of government. It also has a role in terms of a social safety net, and tries to help the development of new technology. 

The roots of American economic go back to the very beginning of the nation’s history. It was 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 The Wealth of Nations. It was 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. In fact, is in the interest of the economy and the nation as a whole. 

Once again according to Mark Dadd capitalism in the United States has the fact that individuals or individuals through corporations own the means of production. Combine that with a market of economy where prices determine how resources are allocated, what is produced, how much is produced. Then they will have capacity to earn profits and profits become one of the big incentives which drive what is produced, and what is consumed.  According to John McCaa he says that in the world of Adam Smith, there was a clear distinction between consumers, producers and governments. As time went by, these distinctions became unclear. The capitalist system became a kind of wheel, a circular flow of consumer, business and government interests. Consumers seek the best value for their money and the best prices for the resources they own. Businesses sell products to individuals and buy their labor in the form of wages. That both individuals and businesses pay taxes to federal, state and local government, which act as referees over the entire process. In addition, the various levels of government provide services to businesses and consumers and are major consumers of products and services. 

“The U.S. benefits greatly in the early years from immigrants from Europe who had skills and who had a commitment to living and succeeding in the United States. It produced dynamism and a vested interest on the part of those people, which provided the entrepreneurial spirit of willingness to invest
” says Mark Dadd. On the other hand, the Great Depression was a time of enormous social unrest and wrenching in the United States. The people felt like they are not able to pay more and more dollars on taxes.  In recent years, consumer knowledge and affluence given buyers more power, yet it is the power of government that has increased most dramatically in our society. The role of government as consumer has made government less effective in the role of referee, which has lead to the evolution of our mixed economy. “In a capitalist society, each individual within the system has many simultaneous, often conflicting roles a person is often. A person is often both the producer and a consumer of resources, an employee and a stockholder. They meeting the demands of these differing and often conflicting roles may involve difficult choices. 

The United States has a market economy but the government still has a lot to do with the economy. The government controls the defense sector of the nation and a social safety net. The United States government does have some control in the economy but the government consists of people that have been voted in to represent the people who chose them.
� Cultures- Traditions and customs that govern behavior and beliefs; distinctly human; transmitted through learning.


� Communism- An economic theory which stresses that the control of the means of producing economic goods in a society should reside in the hands of those who invest their labor for production. In its ideal form, social classes cease to exist, there is no coercive governmental structures, and everyone lives in abundance without supervision from a ruling class.


� Invest- make an investment; "Put money into bonds"





