Economics Chapter 2- Economic Systems 

1. ________________________________ are the way a society uses its scarce 
resources to satisfy its people’s unlimited wants.

2. There are three types of economic systems:

· ______________________________________

· ______________________________________

· ______________________________________

3. Traditional Economy is a system in which families, clans, or ______________ make economic decisions based on 
________________and ___________________ handed down from generation to generation.  Everyone has a role: men ___________, women tend crops and children, even young children help by doing _________________.  The good of the ________________ takes precedence over individual ________________. 

4.
Advantages of Traditional Economy

· Clearly answers the three ______________________questions

· Produces what is best for _____________________________

· Little disagreement over economic _________________________

5.
Disadvantages of Traditional Economy

· Based on tradition, seldom _________________________________

· Defined job roles limit potential __________________________

6. 
In a command economy, the __________________________ makes all economic 
decisions. They decide ____________will be produced, ___________ they will 
be produced, and for _____________ will it be produced. The government 
usually ____________ all means of production – resources and factories.  
Individual ___________________ are rarely considered.

7.  
Karl Marx – German economist believed in inevitable class struggle between _______________ and _______________.  He predicted workers would ___________________ industrialists and seize control of ___________________ and place it in government control.

8.
Socialism is an economic system in which the government owns ___________ or 
______________ of the factors of production.  Democratic Socialism is 
established through democratic means _________________ rather than violent 
overthrow of the government. In this form the government owns basic



______________________(larger revenue producers).  In some cases they 
provide universal _____________________ to all citizens.  


It sounds so good, so what is the catch? _____________________________


Socialist countries: ______________, ________________, __________________

9. Communism is a more extreme form of socialism in which there is no private _______________of property and little or no ______________  freedom. In theory, and on paper, communism seeks to make all citizens _______________.  In practice, there are numerous disadvantages.  Workers have little _____________ to increase their ____________________  because they know they will be paid the ___________ wages regardless of output. 

Communist countries: _____________, Cuba, ______________, Soviet Union*

10.
Market Economies are based on _____________ choice, not government decisions.  Consumers and producers drive the economy by ________________ and ____________________
goods and services.  Consumers buy products that best meet their _____________ and ________________, producers benefit from this because they earn money from these purchases. Usually called _____________  because it allows private ownership of the factors of production. True market economies do not _______________ in the world.

Closest Examples of market economies: ________________, ________________

11.
Fundamentals of a Market Economy

· _________________________________ – the government ensures that private property rights are well defined and enforced by law.  

· ________________________________________________– Laissez Faire “hands off” philosophy states the government should not interfere in the economy.  All market economies have some degree of government involvement. 

· ____________________________________________________– a trade in which both traders believe that what they are getting is worth more than they are giving up.

· _________________________________________________________– Competition gives us the choice between products and pricing. Consumer sovereignty states that we have ultimate control over what is produced because we can either buy what we want or reject what we don’t.  

· _________________________________________________________– Specialization allows people to concentrate their efforts on activities that they do best- teacher, welder, biologist, etc.  These occupations might not occur at home, but they remove the need for families to be self-sufficient. 

12. Advantages of Market Economies

____________________________ is a key element to market economies.  Consumers must be free to make their own economic _________________.  Workers are allowed to choose their ____________________ that best meets their desires.  Limited government involvement allows for ______________________ to adjust without the government making the changes.

13. Disadvantages of Market Economies

A pure market economy does not provide public goods – ____________________ and ________________________.  It does not provide for the _______________, _____________________, or those who can not contribute economically.  There are not restrictions on mistreatment of workers or ____________________ matters.

14.
The most common type of economy today is a _______________ economy.  It has blend of traditional, command, and market systems.  The United States and ______________ are technically mixed economies. Many ________________ countries are also variances of mixed economies  

Economics Chapter 3- American Free Enterprise System

15.
____________________________ is another name for capitalism. This system allows people to purchase ________________ or ________________ 
that they prefer or to go into business for themselves. What influences people to start their own business? _____________________________________.

16. Producers are motivated to sell their products at the________________ price consumers are willing to pay, thus earning a _______________.  Consumers on the other hand “vote” by ______________________ a product. These “votes” help determine what will be made in the future.  Ex.  __________________  players were once a hot trend, then they faded as consumers cast their “votes” toward mp3 players and ____________________.

17.
The US government plays a ________________role in our 
economy.  One way is by producing____________________________, which are made by the government through taxes, and consumed by the public.  Examples of public goods are:

· ____________________________________________________________
· ____________________________________________________________

· ____________________________________________________________
18.
Both public and private sectors are responsible for ___________________ , which are the goods and services necessary for the functioning of society.

Ex.  ___________________  highways, airports, seaports, ____________________, water, _______________, and education.  Public infrastructure ( owned by _____________________)- Madison County     

Schools, EKU.  Private Infrastructure (owned ________________________)- Kentucky Utilities, Time Warner Cable

19.
The government also provides a public ________________________for those who are too old or sick to contribute economically.


Ex.  _______________________________, _______________________, 


Medicaid, _______________________, Veteran’s Benefits,  and Food Stamps 

