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Activity 2.6.
Fill the gaps using the words of the box:

S ECGTHC S7tary questions society tradition
il planning free market demand
government mixed state

AN oot is the way society organizes the production of goods and services. Every econon

SYSTEM ANSWETS hTEE 1ivvviviiviisiieiiiiisricii e reis s e sas s esnassn s
PrOAUCE fOr? HOW @ vvvveevveisevsssessessesssessesssensesssessseios
system.

There have been several types of economic systems in history. In an economic system based 0N c..cueoveeevceociirinnnnni

decisions are based on past behaviour. In ancient Rome, work was MAE DY cvoveerivanrinrssisnennsnssisisnasnseess
economy, decisions about production and consumption are made by a central

.........................................

government,
B comessuininmsens e i A A AR ESS system answers the basic economic questions in the marketplace, by means of the
SUPPIY aNd 1ot _The means of production are private and most goods and services are
.................................................... is limiteq.

exchanged through transactions by households and businesses. The role of the
It established the legal framework and enforces it.

Activity 2.7.

Read the text and complete the following questions:

1) In a free maket economy decisions are Made by .......oevvivniminniicninssisinnnineens while in a command economy decisions

are MAde DY covveerrciine
2) What are the advantages of the free market? And the disadvantages?

3) What are the advantages of the planned economy? And the disadvantages?

There are three types of economy: the free market (the allocation of resources is left to market forces of supply and
demand), mixed economy (some of the decisions are made by the government and some are made by market forces) and
command or planned economy (the government decides what is produced, how it is produced and for whom is produced).
In the free market the decisions are made by individual buyers and sellers who act in their own self interest and the price
mechanism allocates resources. The advantages are that free market maximizes production, social welfare and community
surplus, the profit motive provides an incentive to reduce costs and be innovative and resources are allocated efficiently by
market forces without government intervention. In the command or planned economy the decisions are made by cental
planning agency and there is neither private ownership of resources nor prices, supply and demand. The advantages of the
planned economy are that the government can determine which goods are supplied and the equality in the distribution of
income (all poor). The disadvantages are the allocative and productive inefficiency due to lack of prices, the lack of incentives
to innovate.

Escaneado con CamScanner



