
MARKET ECONOMICS Unit I: Foundations of Economics



TRADITIONAL ECONOMY

Traditional (adj.): Long established. Habitually done. Customary. Conventional.

Exchange of resources and services follow long-existing patterns.

Standards are static and rarely change.

Financial and occupational mobility is limited.

Economic behavior and relationships are predictable.

 People know who to trade with and what to expect from others

Community interests take precedence over the individual.

Common in “old world”, feudal eras and in more rural areas.

Unindustrialized nations and isolated tribes still use traditional economies today.

Don’t overthink it – consider 

the definition of tradition



TRADITIONAL ECONOMY



COMMAND ECONOMY

Government controls the economy. 

States decide how to use and distribute resources.

The government controls wages and prices – sometimes it 
may even control jobs.

Communism in the Soviet Union is an example

North Korea is a modern day command economy

Socialism is also an example 



MARKET ECONOMY

Decisions are made by individuals.

Interactions between individuals and businesses naturally create a marketplace.

People are free to choose their professions, what goods to make, what to purchase, and how to 
invest their money.

In a pure market the government will not become involved.



MARKET ECONOMY

19th Century United States

Laissez-Faire ideology sweeps through nation.
 Abstention by governments from interfering in the workings 

of the free market.

Led to unfair businesses practices
 Trusts

 Pools

 Monopolies

 Owner dominated economics

 Increased gap in wealth and power

 Unnatural prices and production

Unions form and the government becomes involved



MIXED ECONOMY

Combines elements of market and command economics.

Many economic decisions are made by people in the 
market without interference.
 What clothes to buy

 What type of car to own

 Size of home

 What food to bring home

 What job to pursue

The government takes some role in the allocation of 
resources and distribution of services
 Limiting prices

 Ensuring competition exists (for the most part)

 Making products as safe as possible 

 Regulation



UNITED STATES
Evidence of a mixed economy:

Consumers look for the best values for what they spend

Producers seek the best price and profit for what they have to sell. 

Government, at the federal, state and local levels, seeks to promote the public 
safety, assure reasonable competition, and provide a range of services believed to 
be better performed by public rather than private enterprise. 
 Administration of justice

 Education (although there are many private schools and training centers)

 United States Postal Service

 Road systems

 National Defense

Citizens are consumers, producers, and voters!



UNITED STATES
Colonial Era: Taxes, tariffs, and infrastructure

Constitution Era: Excise Tax (Whiskey Rebellion), National 
Bank, Commerce Clause, Gibbons v. Ogden

Populist Era: The Grange Movement (farmers), Sherman 
Anti-Trust Laws

Progressive Era: The Jungle, regulation of production 
standards

World War Eras: War-time economy, sale of bonds, FDR’s 
“New Deal” programs

Modern Era: Creation of EPA in 1970, Reaganomics 

21st Century: Continuation of government programs, 
Medicare, Medicaid, Welfare, Section 8, WIC (Women 
Infant Children)



1-An equal amount of control

2-Private enterprise is allowed 

to thrive on its own

3-The government can have a 

defined role as a referee

4-Efficiency and stability 

improves

5-More equality

1-The challenge of finding a 

balance

2-Government going too far

3-Excess taxation and limited 

size

4-Too much gray area

5-Too much competition

Pros and Cons 

of a Mixed 

Economy


