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What do you think of when you hear the term economy?

Use the information in the audio slideshow to complete the following items.
1. A resource is anything used to produce an economic good or service. 

List three examples of resources.

2. De!ne scarcity.

3. Complete the information missing from the matrix below.

Economic  
Systems

What should
be produced?

How should
it be produced?

Who should
get it?

Examples

Traditional

What has always 
been produced; 
follows ancestor’s 
customs

Keep what is 
made, or give 
it to someone  
else according  
to tradition

Market  
(Free Enterprise)

Businesses  
compete with 
one another, 
must use their 
resources wisely,  
and produce high- 
quality goods  
and services at 
lower prices

Whoever has  
the money to  
pay the price set 
by the seller

Command  
(Communist)

Government  
rulers and  
committees  
decide what 
should be  
produced

Government 
planning commit-
tees decide how 
much of each 
product should 
be made and give 
out resources 
needed to make 
the products

4. What is a mixed economy?

P r e v i e w
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Write each term in the Word Bank next to the correct de!nition below.

V o c a b u l a r y

Word Bank

communism
socialism
free enterprise system

command economy
mixed economy
market economy

Term Definition

an economic system in which the government 
makes decisions about what to produce

an economic system in which both the 
government and individuals play important 
roles about what to produce

an economic system in which individuals and 
businesses make most decisions about  what to 
produce

a political and economic system in which  
all property and wealth is collectively owned  
by all members of society

an economic philosophy that calls for property 
to be owned by society as a whole

an economic system in which the means of 
production are mostly privately owned and 
operated for a pro!t
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Australia
Australia is the world’s smallest 
continent. It is also the world’s sixth 
largest country. Australia is located 
between the Indian Ocean and the 
South Paci!c Ocean. It has a very 
modern and competitive economy. It  
is one of the world’s richest countries.
Major Industries  Banking is an 
important industry in Australia. All 
banks are privately owned. "ere are  
four major banks, including the 
Commonwealth Bank of Australia. 
Government rules about banking are 
minimal. However, the government does not allow the four major banks to merge together. 
"is helps banks compete fairly for business.
Production of Goods and Services  Part of Australia’s wealth comes from agri-culture, 
manufacturing, and mining. "e Australian government protects the rights of people to own 
private property. In the slideshow, you can see a sign warning people to stay away from a 
privately owned mine. "e government protects private property to encourage people to build 
pro!table businesses. 
Distribution of Goods and Services  Businesses are fairly easy to start in Austra-lia. "e 
government does not have many laws that limit what business may do. It does this to encourage 
people to start new businesses. "e government allows most business owners to produce 
whatever they want, in whatever amount they want, and sell it to whomever they want. "ere 
are many di#erent stores and restaurants that consumers can choose from. Foreign companies 
are also allowed to sell their goods and services in Australia. 
Government Policies  Australians pay high taxes. Some people pay up to 45 per-cent of their 
income in taxes. High taxes can limit economic growth. However, taxes can be used to provide 
services to the people. Australians value these services. "eir tax money helps fund universities 
and hospitals. 
Level of Economic Development  Australia is one of the world’s most developed countries. Its 
GDP per capita is about $41,300 per person. GDP per capita is one measure that economists 
use to determine how developed an economy is.

E c o n o m i c  S y s t e m s  C a s e  S t u d i e s 
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Brazil
Brazil is the largest and most populous 
country in South America. It borders 
the Atlantic Ocean and contains most 
of the Amazon rainforest. Portugal 
ruled Brazil for more than 300 years.  
Brazil has been independent since 1822.
Major Industries  Agriculture is 
an important part of the Brazilian 
economy. Brazil is the world’s largest 
exporter of co#ee and oranges. How-
ever, industry is also very important. 
Brazil is a leading producer of minerals, 
such as gold and iron, and consumer 
goods, such as electronics and cars. Brazil also has a strong and growing service industry. 
Examples of service jobs are waiters, teachers, mechanics, doctors, and bankers. 
Production of Goods and Services  Brazil’s capital is the city of Brasília. A mod-ern complex 
of buildings houses the National Congress. Brazil’s government plays a strong role in the 
economy. It owns banks that control about 40 percent of the wealth in Brazil. "e government 
uses those banks to support certain industries and businesses by loaning them money. "e 
Brazilian government also makes many rules about business. "is can make it di$cult to start 
a new business in Brazil. Strict labor laws protect employees, but they can make it di$cult to 
!re poor workers. 
Distribution of Goods and Services  People in Brazil buy and sell a wide variety of consumer 
goods. Prices for these goods are set by supply and demand. Prices rise when many people 
want goods that are in short supply. Prices drop when fewer people want goods that are in 
plentiful supply. Most Brazilian public ser-vices, such as electricity and phone service, are 
provided by private companies. "e government reviews the prices of these services to make 
sure they are fair. "e government also controls the prices of fuel and airfare. 
Government Policies  Brazil’s ine$cient court system o%en limits the success of businesses. 
When individuals and companies have disputes, they can take years to be resolved by the 
courts.  "ere is also corruption in the court system. Politicians and business owners can 
in&uence court decisions. "is type of corruption hurts business contracts and limits economic 
development.
Level of Economic Development  "e GDP per capita in Brazil is $10,700. How-ever, wealth 
is not distributed equally in Brazil. About 10 percent of Brazilians earn almost half of the 
country’s income. Di#erences in citizens’ incomes can be seen in most of Brazil’s cities. Luxury 
high-rise buildings and poor neighborhoods are sometimes side by side. 
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China
China has the largest population of any 
country in the world. It also has one 
of the oldest civilizations. Since 1949, 
China has been ruled by the Chinese 
Communist Party (CCP). Today, the 
CCP maintains tight control over many 
aspects of life in China.
Major Industries  China has vast 
natural resources. It also has a large 
labor supply because of its massive 
population. "ese factors of production 
have helped China’s industries to 
grow. China is one of the world’s 
largest producers of clothing, coal, and oil. In fact, it has become the world’s leading exporter 
of manufactured goods. Agriculture is also important to the Chinese economy. China is the 
world’s largest producer of rice. It also produces large amounts of wheat, corn, and cotton.
Production of Goods and Services  "e CCP o$cially makes all economic decisions. Since 
the 1970s, however, Chinese leaders have begun to relax some of their control. Farmers, for 
example, can grow and sell their own crops. Before the 1970s, they worked on government-
owned farms. Today some private businesses are allowed to compete with state-owned 
industries. However, the government still maintains some control over the economy through 
its banking system. China has a central bank called the People’s Bank of China. "e Chinese 
government decides which businesses this bank will lend money to.
Distribution of Goods and Services  "e market determines the prices of most products. "is 
has allowed for a massive increase in the number of consumer goods in China. But the CCP 
still sets prices for all “essential” products. "is includes agricultural products, energy, and 
medical care. "e government also provides subsidies, or money, to state-owned businesses. 
"at allows state-owned businesses to lower their prices and compete unfairly against private 
businesses.
Government Policies  China has the world’s busiest port in Shanghai. It has slowly opened 
up its market to international trade. "e government still must approve all foreign money 
and businesses entering the country. Corruption holds back economic development in 
China. Sometimes local o$cials ignore decisions made by the courts. Local business people 
are sometimes favored by local courts over foreign investors. Sometimes Chinese courts are 
in&uenced by politicians, powerful individuals, or companies. 
Level of Economic Development  China is rapidly developing and its cities are growing 
extremely fast. China’s GDP per capita is now more than $7,400. "is is very low compared to 
developed countries. However, this is quite high considering the size of China’s population and 
the level of government control of the economy.
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France
Located in northwestern Europe, France 
is one of the world’s oldest nations. It has 
played an important role in international 
a#airs for centuries. 
Major Industries  Service industries 
such as tourism are very important 
to the French economy. More than 75 
million people from other countries 
visit France each year. Many tourists 
visit Paris, the capital of France. One of 
France’s most popular museums is the 
Louvre. People go there to see famous 
works of art. In addition to tourism, 
agriculture is also important. France exports agricultural products such as cheese, fruits, and 
vegetables. 
Production of Goods and Services  France has a mixed economy. "e government controls 
certain important industries. "ese include transportation, electricity, and postal services. 
"e government also makes labor laws, which protect workers but can make businesses less 
competitive. One labor law limits the work week to 35 hours. But most of the French economy 
operates as a free enterprise system. Most businesses are privately owned. Businesses may 
decide what and how much to make. "ey base their decisions on the demands of the market. 
Distribution of Goods and Services  French prices for most goods and services are set by 
market forces. However, the government in&uences prices of some products. It helps keep 
food costs low by giving subsidies to farmers. It also regulates the cost of health care, books, 
electricity, and gasoline. 
Government Policies  "e French government tries to maintain social equality through high 
taxes and high spending on social programs. Taxes on businesses are also higher in France 
than in most other countries. In return for paying higher taxes, French citizens receive many 
bene!ts from the government. "ey get health care, higher education, and money to live on 
when they retire. To get this money, people must work until age 60. In 2010, French citizens 
protested when the government wanted to raise the retirement age to 62. In comparison, the 
“normal” retirement age in the United States is 67.
Level of Economic Development  France is one of the wealthiest nations in the world. Its GDP 
per capita is $33,300.



© Teachers’ Curriculum Institute

I N T E R A C T I V E  S T U D E N T  N O T E B O O K

Comparing Economic Systems 7

North Korea 
At the end of World War II in 1945, 
the United States and the Soviet Union 
split the Korean peninsula in East Asia 
into two parts. Communists supported 
by the Soviet Union controlled the 
northern part. In 1948, they established 
the communist nation of North Korea. 
Major Industries  North Korea’s 
government plans and controls all 
economic development. "e result 
is a strong military, but few goods 
for consumers. "e country’s major 
industries include military products, 
machine building, chemicals, and mining. Agriculture is also important to the North Korean 
economy. Here we see a parade of military forces celebrating the 65th anniversary of the North 
Korea (communist) labor party.
Production of Goods and Services  Communist leaders have tried to increase and strengthen 
North Korea’s industries. "e government owns all the factories. It decides what types of goods 
will be produced and how much will be produced. State-owned farms grow rice, corn, barley, 
and vegetables. 
Distribution of Goods and Services  In North Korea, there are o%en shortages of basic goods, 
including food. Because of these shortages, people have to depend on the government to ration, 
or give out, small amounts of food. Poor government planning is also a problem. Construction 
on one skyscraper in North Korea’s capital stopped because the government ran out of money. 
"e un!nished tower stood empty for more than 20 years.
Government Policies  "e government controls all imports and exports. Money to start new 
businesses is generally unavailable in North Korea. "erefore, the government must buy goods 
from other countries, especially fuel, tractors, and food. Most trade is actually aid from China 
or South Korea. 
In 1950, North Korea invaded South Korea. North Korea wanted to unite all of Korea under 
communist rule. U.S. military troops helped South Korea !ght back. In 1953, both sides agreed 
to stop !ghting. "ey signed a cease-!re agreement. "e border between the two countries is a 
narrow strip of land guarded by North Korean troops on one side and South Korean troops on 
the other. 
Level of Economic Development  "e people of North Korea su#er from lack of food and poor 
living conditions. North Korea’s GDP per capita is a meager $1,800—one of the lowest in the 
world.



© Teachers’ Curriculum Institute

I N T E R A C T I V E  S T U D E N T  N O T E B O O K

Comparing Economic Systems 8

United States 
"e United States has the world’s largest 
economy. With only 5 percent of the 
world’s population, the United States 
makes up about 20 percent of the world 
economy.  
Major Industries  Most of the eco-
nomic activity in the United States 
comes from the service industry. 
Service jobs include doctors, lawyers, 
teachers, accountants, and salespeople. 
Nevertheless, the U.S. is still the world’s 
largest producer of manufactured 
goods. Cars, computers, food products, 
and machinery are major manufacturing industries in the United States.
Production of Goods and Services  In the United States, property rights and business freedom 
are highly valued. Americans have the right to own private property and start businesses. 
Businesses can make their own decisions about what to produce and whom to hire. However, 
businesses do not have total freedom. For example, they cannot hire child workers or sell 
alcohol to teenagers. Even in a free enterprise system, the government puts certain limits on the 
economy. 
Distribution of Goods and Services  American consumers can make their own decisions 
about what to buy. Companies compete to win customers and make pro!ts. "is competition 
o%en results in better goods and services. Prices are usually set by the market forces of supply 
and demand. But sometimes prices are limited by the government. For example, the national 
government sets the price of certain farm products to help farmers. City governments may 
limit the price of rent for some apartments. 
Government Policies  Government spending in the United States is high. Americans pay taxes, 
and the government spends tax dollars to pay for defense, education, health care for senior 
citizens, and retirement money. During economic downturns, the government sometimes 
steps in to help the economy. In 2008, for example, the federal government provided money to 
some businesses to help keep them operating. Within three years, much of the money had been 
repaid to the government. 
Level of Economic Development  "e United States has highest GDP of any individual nation 
in the world. Its GDP per capita is $47,400.
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Create a two-panel cartoon strip about the di#erences between a command economy and a 
market economy. One panel should show what life is like in a command economy. "e other 
panel should show what life is like in a market economy.
"e cartoon for each economic system should: 
• include characters with speech bubbles.
• have an informative caption.
• show how goods and services are produced and distributed.
• show the level of development typical of this economic system.

Draw your cartoon strip in the space below.

P r o c e s s i n g

Command Economy Market Economy


