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Concepts addressed: 
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Types of economic systems:  

o Market Economy-an economic system in which individuals own and operate the factors of 
production (associated terms-free enterprise; capitalism)  

o Command Economy-an economic system in which the government owns and operates the 
factors of production (associated terms-socialism; communism)  

o Traditional economy-an economic system based upon customs and traditions (agricultural 
and hunting) (associated terms-non-industrialized agrarian societies)  

o Mixed Economy-an economic system that has features of both market and command 
economies  

 
In reality there are no pure market economies, nor are there any pure command economies. For 
example, even in the U.S., where free enterprise reigns, the government plays a major role in the 
economy. Minimum wages, social security, and regulatory policies are examples of government 
involvement.  
 
As world population grows ecologists have readily documented the detrimental effects that it has on 
resources. Similarly, in economics it has been thought that an increasing population leads to less 
family savings, less investment, and more output having to be set aside to create new capital. 
However, a new consensus among economists is that population growth matters less to the economy 
than has previously been thought. Their new view comes from appreciating how flexible competitive 
market economies are. In a market economy, when population growth makes resources more scarce, 
the prices of those resources rise. This leads consumers to reduce their demand for those resources 
and to find substitutes. The higher prices of resources also give producers an incentive to find new 
supplies. But more importantly, technological progress often reduces prices of resources, even in the 
face of higher demand.  
 
Some fundamental economic concepts: scarcity, productivity, and economic systems  
 
Some microeconomic concepts: markets and prices, supply and demand, competition, income 
distribution, market failures, government in economies  
 
Some macroeconomic concepts: gross national product, aggregate supply, aggregate demand, 
unemployment, inflation and deflation, monetary policy, barriers to trade among nations  
 
Website for review www.investopedia.com/universitv/economics  
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