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Economic Systems

Throughout the course of history many new economic systems have appeared all around the world. Some of the economic systems developed work better for certain situations, while others are adapted to fit certain social structures. Here are the main four:
 
A command economy is an economy where supply and price are regulated by the government rather than market forces. Government planners decide which goods and services are produced and how they are distributed. The former Soviet Union was an example of a command economy. It is also called a centrally planned economy.

 
A market economy (a.k.a free market economy and free enterprise economy) is an economic system in which the production and distribution of goods and services takes place through the mechanism of free markets guided by a free price system rather than by the state in a planned economy.

 
A traditional economy is an economic system in which economic decisions are made based on customs, beliefs, religion and habits. It has an advantage over other systems, in that there is little friction among members because relatively little is disputed. However, it restricts individual initiative and has a lack of advanced goods, new technology, and growth. The Traditional Economic system is used by African tribes and was used by Native Americans.

A mixed economy is an economy that contains both private and public, or state owned (or controlled) enterprises. A mixed economy is defined as: an economic system that allows for the simultaneous operation of publicly and privately owned enterprises. Mixed economies have a degree of private economic freedom (including privately owned industry) combined with centralized economic planning (which may include intervention for environmentalism and social justice, or state ownership of some of means of production).

1. Define a command economy.

2. Define a market economy.

3. Define a traditional economy.

4. Define a mixed economy.

