


Economy 

Economy is the system for producing, distributing, and 
consuming goods and services. 

• Producers - owners and workers 
• Goods - products 
• Services - producers perform 
• Consumers - people who buy goods and use services 

 

The Players: 



Factors of Production - the  
ingredients, or elements needed for  

production to occur. 

Entrepreneurs-  
people who have the  
ideas that bring natural  

resources, labor  
resources, and capital  
resources together to  

produce goods. Natural Resources -  
raw materials used to  
make goods. (land,  

water, forest,  
minerals, soil climate) 

Labor Resources -  
workers needed to  
create goods and  

services. (knowledge,  
skills, experience) 

Capital Resources - money,  
buildings, machines, and  

supplies needed. 



Industries 
Classification Description Example Product 

Agriculture Takes natural resources from the earth 
(mining, fishing, and farming are 
included) 

Manufacturing Makes products using the natural 
resources (construction, factories, and 
processing plants are included) 

Wholesale The sale of goods in large quantities, as 
for resale by a retailer. 

Retail The sale of goods or commodities in 
small quantities directly to consumers 

Service Provides a service such as restaurants, 
supermarkets, hotels, hospitals, 
education, etc. 



Economic Systems 
•  Socialist- Based on the central ownership of Capital. 

•  More control over the people by the state 

•  State establishes wages and compensations 

•  Taxes much higher to pay for the needs which the governments 
meets freely for everyone. 

•  There are still classes, but not as big of  gaps 

 like in the capitalist societies. 

•  The government control is said to be for the good of the people. 

 

•  Communist- the communal ownership of all property and a classless social 
structure, with economic production and distribution to be directed and 
regulated by means of an authoritative economic plan that supposedly 
embodies the interests of the community as a whole. (Government control) 

 

•  Free enterprise (Market) - people decide what to produce and purchase. 
Private ownership of businesses (United States). 



Comparison Chart 
Comparing Economic  Systems 

Communism Socialism Free Enterprise 
Who owns 
resources? 
 

Government Government owns 
basic resources; the 
rest are privately 
owned 

Individuals and 
businesses 

Who distributes 
resources? 

Government decides 
how resources are 
used 

Government 
regulates basic 
resources; market 
allocates privately 
owned resources 

Market allocates 
resources 

What roles does 
government play? 

Government makes 
all economic 
decisions 

Government makes 
decisions in the 
basic industries  

Government has a 
limited role, acting 
mostly to ensure 
market forces are 
free to work. 



US Economy 

Free enterprise/Market economy/Capitalism- businesses 
compete with little or no government interference. 
 
Businesses operate for profit. 
 
Products and prices depend on the law of supply and 
demand. 



Developing or Not  

Developing Nations are countries with low level of 
development is marked by few jobs in industry, poor services, 
low literacy rates, and low life expectancy. 

Industrial Nations are countries with high levels of 
education, good health care, good services, advanced 
technology and decent salaries. 



Economic Indicators 
Determine the current state of the economy in a country and for 
predicting future economic developments. 
 
GDP per Capita- It is a measure of the total value of Goods and    
                    Services sold in a country divided by its population. 
 
Literacy Rate- the proportion of the population over age fifteen  
                         that can read and write. 
 
Life Expectancy- the average period that a person may expect  
                              to live. 
 
Infant mortality- the death rate during the first year of life per  
                             birth. 
 
**There are more indicators that determine whether a country is 
developing or advanced. ** 
 
 



Infant mortality rate: !              

total: 105.56 deaths/1,000 live 
births!

Life expectancy at birth:               

total population: 50.4 years 

Literacy:               

definition: age 15 and over can read 
and write 
total population: 37.8% 

GDP - per capita (PPP):               

$600 (2010 est.) 

Infant mortality rate:               

total: 4.62 deaths/1,000 live births 

Life expectancy at birth:               

total population: 80.05 years 

Literacy:               

definition: age 15 and over has completed 
five or more years of schooling 
total population: 99% 

GDP - per capita (PPP):               

$34,800 (2010 est.) 



Economy Quiz 
1.  Which factor of production includes the money, buildings, or 

machinery. 
   

2.  Which factor of production includes the people who will be 
performing the work? 

 

3.  If I am at a store to buy something I am a. consumer  b.producer 
 

4.  What is the difference between a good and a service? 
5.  List the 3 types of economies and give an example of each. 
 

6.  The United States is a. developing  b. industrialized. 
 

7.  A country with a lack of doctors, a high infant mortality rate, 
and a large population growth would be a. developing    b. 
industrialized. 

8.  How does a country’s economy affect its culture? 


