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The Economic System at Work
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Our socety i based on princiles
o ndidalfreedom. Tose same
princiles o freedom apply o the
US. economic sysem, We have

what i called  fee marke economy.Ths means

hat i you wan to sart a business,you an, Your
success will e dtermined by you businessabilty
and he maret,not by  goverment agency.

Economic Systems

Suppose you wanted to make a sandwich
but you discovered that you had no bread.
How could you get more? Would you have.
1o grind whest into flour 50 that you could.
bake a new loaf? Might you have to stand.
in 3 long line for hours before someone gave
you a few slices? Of course you wouldn't,
With a quick trp o the store, you could buy.
‘s many loavesof bread as you wanted.

In other parts of the world, however, et
ting items ik bread i not as Simple, How.
people et thethings they want s determined
by a country’s economie system. The nature
of conomic sysems varieswidely from place
10 place. However, they all help people create
and obtain the goods and services they need.

450 curteRn

The Need for Economic Systems
Al around the world, people et cras
hins to survve. People cannot e wilse
food and water, sheltr, and cothing Thee
basic materials that people cannot e
outare called needs.

In adition o thei needs, therear sy
items that people want n orde o ket
lives more comfortable. These items e
necessary forsurvival, but they can i

atclevision,  cell phone, or a cae Yo
really nesd any of these things in
butthey can make your ife et
fortable, or more enjoyable.
items are called wanis, Differet
differnt wants. I addition,  p
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Types of Economic Systems

ity has
sionsarebased on how economic act
oen carred out i the past. People may grom
i food and make thelr own goods
and make everything

many Communist countres have tried to
set up command economies. Most of thes
economies have collapsed, but North Korea
snd Cuba stll have command economies,
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ey  bUSIESs s et after i g o

7 eses. The profit motive

s and pursue pr
gness and pursie prof

or the desire to
e ORI S5l 103 successl

et conomy. I eople do ot want prany

d people will
Jave 10 Way 10 0btain goods and serices.

ey will notstart businesses and

competition for Resources

norder

o make a profi, people need to
good o service. In ords

et o pro.

tidea good or service, they need resources

s you know, however, resources are not

Jimited. AS @ esult, businesses and fndi-

uals must compete for the resources
ser necd. This competition. eventually
everyone, not st business oy

time, it affects the prices we pay for the

One result of the competition for these
rources s scarcty. Searelty Is the lack

s particular resource, When a resource
comes scarc, it is harder for producers to
obain Products made with that resourcealso
become more difficult to obain. As a result,
thepices for these ftems usually ise

Supply an

Demand
Changes in prices are usually the resul
he laws of supply and demand. These
120 are amon the most basic of all eco-
nomic principles. The law of supply states
that businesses wil produce more products
ehen they can sell them at higher prices,
They will produce fewer products when
prices are ow. The law of demand, on the
other hand, states that buyers will demand,
OF Want, a greater quantity of a good when
i1 price i low, Likewise, as prices tise, the
quantity demanded fals That s, when the
price o a good goes up, people buy less of
that good.

Although you may not resize i, you
are probably already familar with the prin
cipls of suply and demand. Imagine, for
example, that you are pad $100 by
Yourneighbors to mow thelrlawns. You will
c a few lawns,
because thatis  good price for your service.
Imagine, however, that your nelghbors only
wanted {0 pay you 1 per lawn. Would you
Sl want to maw as many? Most people
would not, because that price Is 100 low:
“That s what the law of supply sates—peo-
ple are more eager to provide a good or
vicefora high price than for a low one.

hof

probably want to mor qui
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$10perglas. That way you will
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unsold emonade
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s maket cconOmS, 10 one orders st
s owners how o un thetr usineses of
s, f oWDrs 40 M0t follow the ams of
pp nd demand, their businesses fail S,
e oWners may operate howeve they
B with Tt diretion or inteference
i goverment. This principle fs calld fron
enterprise.

The free-enterprise system offrs entr.
sesng businesspeople the opportunly o
ke huge profis, For example, Bill Gates
endSeve Jobs are two Americans who used
e cconomic freedom to start successul
companics, With o intervention from the
e, they turned thelr companies—
et and Apple Computer—intohugly
el operations.

Most compuanies are ot as succesfl as
st d i R By acepting
o opportuniy to make profis, business
m:‘w open themselves to the possibil-
% of huge losses if their companies do not
o well. They might create a product
@l 10 leam that there s no demand for it
“ they might find that they have to charge
1t peope are il o pa o ok
o Mistahes ke these can
e, Some even end up losin thelf ot
faties. This s the main risk that people face
14 e enterpise sysem.

Competition is vital 0 the frec-enterprse.
275 4 you have lcady e, Pt
{enrtween companless the el 0
g prices, In addition m:wtllﬁ'" pi
Ompanies 1o imy A
iy v e s s 0
¢ st 50 that people will buy them.
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et novanon s s perant i
e enterpse. Clvr thinkrs . aivays
Jooing fo ew pracs they cn et o
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bope that tht inncvations il hep then
make hug peoft o tht s

Iincvatie peopl o ot want exhers 10
s ther . Ty want woys 0 et
W they e created 3o tha o one e
G take it for ke meney from .
n the Unitd States there are v s
Protect e A usent gives you the excr
i righ to make and el your nventon
fora crtain mber o years. A copyght s
the exchive nght 0 publs o sl 4 peceof
wtng music ot

Capitatism
“Themain diing orcebehind the American
cconomy today s captalsn. Capleallm s
an cconomic system in which the produc.
tive resources—ams, factories, machines,
and 50 on—are owned by privae citlens.
Capitalim i closely linked to 2 market
economy. People are fee 10 buy and sell a5
they plase. Capiallsm abso encourages peo-
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‘Because monapolies it competon, they harm
enterpisosystem. As a resut they are outlawed i the

Unied Sttes.

"What s the aristspint f view regarding

How con youtel?

s a result, most counties that have
market economies have banned compa-
nles from creating monopolies. A compa-
ny is sald 1o have a monopoly If it is the.
only one selling a product or providing a
service. A company that holds a monopoly.
an set any price it wants, This can cause.
many problems, especlally If the ftem in
question s a necessity:

In the United States, monopolies—
except for certain public utlities—are llle-
gl The US. govemment watches busi-
nesses o see that no new monopolies are
formed and that consumers are protected,

Finding the Main ldea How
are supply, demand,and 90 enteprse key to g
market ecanomy?

456 cHaPTERTT

The U.S. Economic Systen

s you have alrcady leamed, the
States has a market economy, for m‘hn,:

10 prodice
B eopleare e t produceand
Foods they wish n any way m“m:‘;’f-q

1 a few nstances, hovever, the
government does impose some

‘on businesses, much like you woug

in a command economy. I tis vay,
market economy also Includes a mixafg
ments of other economic systems

ed Economy.
An cconomy that mixes elemens of g
ferent economic systems i called 3 g
cconom. In most mixed economies, by
esses are largely free 10 Operateas hy
please. Thelr operations, Howeve, g
fall within certain regulations se up g
monitored by the goverment. The
cconomic system is & mixed economy,
Many of our government' eguaies
o business ar intended to protect g
For example, federal and state govermnens
have established laws, such a5 minms
wage aws, to help protect workers %
laws guarantee workers' safety and puiet
people from discrimination. Otherg
mentregulations areintended 0 p
natural environment., For example ¢
emment sets limits on how many
companics can release nto the i

for consumers. At the same i
‘the regulations resultin cl
and less pollution.

The federal government
intervene in business to

sidizing, or giving.

tres, For example,to mal
<anbuy flour, cerea,
uets cheaply, the
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