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POLITICAL ECONOMIES Economic Systems 

Demand that 3 Basic questions are 
answered: 

How you answer these questions determines the type of 
Economic System you have. 

 
•  1.  What to Produce? 
•  2.  How to Produce? 
•  3.  For Whom to Produce? 

What: 

§  What goods and services should our 
society produce, and in what quantities? 

§  What is worth producing and what is not? 
§  What are we giving up in order to produce 

these goods and services? 

Who? 

§  How will total output be shared among the 
different members of society? 

§  Who will get which goods and services? 
Will products be shared equally? 

§  On what basis should decisions 
concerning distribution be made? 

 

How? 

•  By whom, with what resources, and in 
what way should goods be produced? 

•  How can our limited resources be used 
most efficiently? 

•  Should products be made in small 
privately owned factories or in large, state 
– owned corporations? 

•  How much automation should be used? 
How much manual labor? 

•  Making Connections: 

•  What clear connections can you find here? 

POLITICAL ECONOMIES 

•  THE 4 MODELS OF 
POLITICAL ECONOMICS 
CAN BE DIVIDED INTO 2 
MAIN CATEGORIES: 

•  DICTATORSHIP – wherein a 
single person or party 
exercise Absolute authority 
over an entire nation. 

•  DEMOCRACY – wherein 
freely elected officials 
representing the majority of 
the citizens 
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Liberal vs. Authoritarian 
•  Libertarianism refers to the 

group of political philosophies 
that emphasize freedom, 
liberty, and voluntary 
association. 

•  The Stanford Encyclopedia of 
Philosophy defines 
libertarianism as “the moral 
view that agents initially fully 
own themselves and have 
certain moral powers to 
acquire property rights in 
external things.” 

•  Authoritarianism is a form of 
social organization 
characterized by submission to 
authority as well as the 
administration of said authority. 
It is usually opposed to 
individualism and 
libertarianism. In politics, an 
authoritarian government is 
one in which political authority 
is concentrated in a small 
group of politicians. 

Three Types of Economies 

1. Command 
2. Market 
3. Mixed 

 1 – COMMAND Economy 
•  Production decisions are made by a small group of 

political leaders who have the power to enforce their 
decisions throughout the entire economy 

•  Individual is obliged to serve the state 
•  Product and quantity to be produced 
•  Who will work where 
•  What machinery is available to assist in production. How 

much each worker is paid. 
•  State plan emphasizes the production of Capital Goods 

over Consumer Goods as Capital Goods increase the 
future production for the state, therefore Consumer 
Goods are usually scarce. 

Political Economy: COMMUNISM 

“Vhat are 
you lookin’ 

at ?!?!? 
I KILL 
YOU!!! 

COMMUNISM Explained 
•  Based on the ideas of Karl Marx, Friedrich 

Engels and Vladimir Lenin 
•  Private property and Free Enterprise are 

abolished. 
•  Strong central government with complete 

authority to plan for maximum economic 
growth.  No Unions allowed 

•  Ideally, individuals produce according to 
their ability and consume according to their 
need 

•  China, Cuba, North Korea, U.S.S.R. 

HEYYYYYYYY!!! 
Look at me!! 

I’ll give you a 
fight!!! 
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Global expansion of Communist states by date of establishment. 
██ 1920s and 1930s ██ 1940s and 1950s ██ 1960s and 1970s 

FASCISM 

TAXI !!!!
! 

It’s tougher to get a 

taxi here than in 

Malaysia. 

Damn 

Cabbies !!!!!
 

FASCISM 

•  Free Market Economy with non-democratic 
authoritarian government. 

•  Use of force as a means of political and 
social control 

•  Citizens are free to own property and 
businesses as long as they comply with 
government ideologies. 

•  Italy (1922-45), Nazi Germany (1933-45) 

2 – MARKET Economy 
•  Production decisions are made by the market, and these 

decisions are based on the demands of consumers 
throughout the entire economy.  Products that are highly 
demanded or high in value will be more likely to be 
produced 

•  No Authority – there is no authority that plans the 
economy.  The economy is best operated using the 
“L’aissez Faire” (“Let it be” / “leave it alone” 
approach). The “Invisible Hand” will guide the market.  

•  The state is obliged to serve the interests and needs and 
demands of the market 

Based on the Market: 

•  Producers determine: 
-  Product and quantity to be produced 
-  How many jobs are needed 
- What machinery/technology is available to increase 
production, maximize efficiency, and produce higher profits 
- How much profits can be obtained, especially by cutting 
other  costs. 

Lastly 
•  Market emphasizes the production of Consumer Goods over Capital 

Goods because Consumer Goods have a higher profit, are usually 
consumed faster, and require low cost to produce. 

•  Capital investment and maintenance is often deferred/ avoided in 
order to sustain profitability. 

•  Sometimes this can lead to quality or safety issues (e.g. tainted 
products, fewer inspections, incomplete maintenance) 
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Political Economy - CAPITALISM 

Only in America 
can a so-so actor 
become the most 
powerful man on 

earth. 
SUCKERS!!! 

CAPITALISM - Explained 
•  Democratically elected government to 

maintain public order and keep competition 
free and fair. 

•  Private ownership of industry wherein 
producers are motivated by Profit. 

•  Adam Smith – Father of Capitalism termed it 
the Natural Order. 

•  U.S.A., Singapore, New Zealand 
•  Canada, Italy, France, Great Britain (mixed) 

3 - MIXED Market Economy 

•  Some level of central planning of 
infrastructure and government policy and 
also allows the market to provide most of 
the needs of consumers.  

Political Economy - 
SOCIALISM 

•  Based on Public ownership of principal production 
resources 

•  Favour peaceful democratic methods of achieving 
their goals. 

•  Free Enterprise is inefficient, wasteful and prone 
to conflicts between capitalist (Haves) and 
workers (Have-nots) 

•  Focus not on state ownership but a balance with 
private enterprise to meet the needs of the society 
such as Education and Health care 

•  Norway, Sweden, Denmark, Finland 

SOCIALISM 
George Bush 
is the DEVIL I 

tell you!!!! 

 
Mr. Laffin’s Political Compass 

(2011) 
Economic Left/Right: 

Social Libertarian/Authoritarian: 
 


