1) Use the following information to construct a chart that displays how each form of economic system answers the three basic questions of economics
2) The advantages and disadvantages of each system.

3) Major characteristics of each
4) Some real world examples of each system

5) Based on what you have learned which system would you consider best and why? You must support your choice with a sound argument
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Capitalist Economy

A capitalist economy otherwise called as the free market economy can be defined as an economic activity, where the means of production are privately owned. Most of the economies over the world have enriched their economic system by implementing capitalist norm in the recent years. Here in such form of economy there is no Government interference.

The basic characteristics of such types of economic system are as follows:

· More private participation in the field of economic activities; 

· Free environment to compete in the economy; 

· Individuals and firms act for profit motive; 

· High freedom for choice to the consumers; 

· Government acts as a police state. 

Socialist Economy

In case of a socialist economy, the means of production and distribution are made by the public authority or the Government.

The basic characteristics of such types of economic system are as follows:

· It's a centrally planned economy; 

· It aims at achieving a better distribution of income and wealth; 

· Objective is to attain social gain; 

· Absence of consumer's sovereignty; 

Socialist Norms Over The World
Though a large numbers of nations over the world are in a trend of following the free market system, still the socialist pattern keeps up its dominance. The USSR and some of the European countries have adopted a fully centralized planned economy. 

In the past most of the countries over the world had relied upon this form of economic pattern. India had also adopted the socialist pattern of economy after getting independence for fostering its economic growth rate. Though the country has opened its doors of the market, still the five-year plans in the country holds its relative importance. 

Even China had adopted a socialist model after the communist victory in the civil war.

Mixed Economy

Mixed Economy can be defined as a form of organization where the elements of both capitalist economy and socialist economy are found.

Simply in such type of economy there is the presence of private economic freedom with centralized planning with a common goal of avoiding the problems associated with both capitalism as well as socialism. In this system the freedom in the economic activities are influenced by the Government's regulation and licensing policies. 

Existence Of A Mixed Economy
It is too difficult to define a country's economy as capitalist, socialist, or mixed. But as the experiences tell the role of the Government has increased very fast after the worldwide depression. 
The was one of the best examples of the Capitalist economy is considered as a mixed type today. 

Mixed Economy An Economic Mixture
In a mixed type economy, both the private ownership as well as the state takes part in the means of production, distribution and other types of economic activities. 

The mixed economy allows private participation in the field of production in an environment of competition with an objective of attaining profit. On the contrary following to the socialism features it includes public ownership in production for maximizing social welfare
Advantages of Market Economy

Market economy has come to be accepted as a norm across the world with many developing countries like India and China moving towards a full-market oriented economy.

Market economy or free market economy functions primarily depending upon the forces of the market, namely demand and supply. The institution of the market allocates and distributes commodities based on the principle of price determined by the interaction of the forces of the market. Price of a commodity generally shoots up when its demand exceeds supply and when the reverse occurs, it is generally associated with price cuts of the good in question.

The advantages of a market economy can be summarized as:
· Buyers are free to purchase any commodity which they like and in whatever amounts. The seller of a good or its producer can also produce whichever product they want to and also increase the capacity of any individual commodity depending upon the forces of the market. Producers are free to undertake the risks and rewards associated with increase in production. There is no state intervention in the functioning of the forces of the market. 

· The biggest advantage that a market-oriented economy enjoys is the determination of a unique price determined by the demand and supply in absence of any monopolistic or oligopolistic influences. The decision of what to produce, for whom to produce and in what quantities is taken by the market forces and not determined by the state. The role of the state is limited to ensuring proper transparency in the prices charged by the sellers of the concerned commodity. Prices also have the function to allocate and distribute a country’s resources. 

· In a perfect world, the free market leads to complete efficiency bringing about the optimal distribution of a country’s resources. This would only happen in a state of equilibrium or when demand equals supply and there is a unique price for every commodity in question. 
But in a practical world which is imperfect by nature, prices are never at equilibrium and very volatile depending upon the vagaries of the market forces. This generally harms people living below the poverty line or those in the low income group. It is impossible for them to pay high prices in cases of demand shortage and thus the free market model is not a viable option in developing countries which has a large number of poor.

Free market and liberalization with increased competition has increased unemployment levels 

A command economy, also called planned economy, is directly controlled by the government. The state owns all property and controls all resources including land, labor, and capital in a command economy. Allocations of resources, supply, and price are regulated through central planning. A command economy discourages individualistic profit motives and consumerist needs. Under such a planned system, rewards, wages, and perks are disbursed based on the social value of the service performed. Certain sectors get preferential allocation at the expense of others, which may lead to shortages in some essential goods. Absence of profit motives precludes any need for competitiveness. This acts as a disincentive in individual contribution to collective efforts. In the 20th century, the former Soviet Union was an example of a command economy. China and India used to also have have a command economy. Today, countries using a command economy are rare. Remaining examples of countries with a command economy include Cuba and North Korea.
