
Modern Economic Types Capitalism Socialism Communism 
The forces of supply and demand drive 
markets, as producers move to meet 
economic wants and needs, matching them 
with suitable products. Government should 
“leave the markets alone”, acting only to 
ensure fairness in competition. 

Basic Ideas: 

1. private ownership and control of property 
and economic resources,  

2. free enterprise, 
3. com petition among businesses,  
4. freedom of choice, and  
5. the possibility of profits. 

Capitalism produces a gap 
between rich and poor, and 
government should act to 
guarantee that workers are 
treated fairly. Government 
should own and manage 
some businesses, especially 
those which provide the 
greatest public good (health 
care, railroads, etc.) 

The government should own 
and manage all businesses in 
order to eliminate the evils 
of Capitalism. 

Theorists: Adam Smith 
David Ricardo 

Charles Fourier 
Saint-Simon 

Karl Marx 
Friederich Engels 

FACTORS OF PRODUCTION 
LAND Surface and Under-Surface 

Agricultural Land 
§ Crops 
§ Animals 
Natural Resources 
§ Timber 
§ Oil / Coal / Metals 
Sites for Production 

Private Ownership Mix of Private and 
Public Ownership 

All Land is owned by 
the government 

LABOR § Managerial 
§ Specialization 
§ Wage-Labor 
§ Slavery  

Production efforts are privately 
directed and managed; workers 
freely supply labor, and command 
wages according to marketability of 
skill-sets 

Government 
guarantees 
employment 

All Wages are 
“theoretically” the 
same 

CAPITAL Up front Investment in 
permanent instruments of 
production (machines, 
tool/die, factories, 
infrastructure, etc.) 
 

Capital is invested freely with a 
view towards return in profit 

Mix of Private and 
Public Capitalization 

The government plans 
and makes all initiative 
to meet production 
demand 

ENTREPRENEURSHIP Identification of Demand, 
gutsy risk-taking 

Risk taking is unrestricted and 
unlimited. 

 No possibility of 
private initiative 

Government Types  Democracy (Freedom) Democracy 
Oligarchy 

Oligarchy 
Dictatorship 

 



What is Capitalism? 
§ Capitalism is a modern economic practice 

originating in the revival of trade and labor 
specialization of the 1200s in which private 
investors create business activity and 
production aimed at meeting market 
demand 

§ Capitalism involves: 
1. private ownership and control of property 

and economic resources, 
2. free enterprise, 
3. competition among businesses,  
4. freedom of choice, and  
5. the possibility of profits. 

§ Capitalism found its greatest expression in 
the Industrial Revolution 

§ Capitalism is a system which generates the 
highest growth in a “laissez-faire” 
environment in which government practices 
“hands-off” non-action 

What is Communism? 
§ Communism is a reaction to negative 

effects of Capitalism, aimed at setting up a 
situation where government controls the 
economy and levels the playing field among 
all economic actors. 




