
Economics
and the 

American
Economy



Economy

Greek origin meaning –
“home management”

Today’s definition- the system of material needs, 
expenses, and resources of a society



3 Basic Economic System Beliefs



Capitalism

a system that allows individuals and 
businesses to own and control their own property 

and create wealth with minimum government
interference.



Communism
a system in which the government tries to 
protect individuals by controlling property 

and sharing
profits across the community as a whole.



Socialism
a system in which the government allows BUT limits 
private ownership and controls production and profits 
in order to protect the well-being of the community.



Basic Economic Freedoms
in the
U.S.

You have the freedom to:

Buy and sell 

Compete

Work

Make a profit

Own property



A market is created when buyers and 
sellers exchange products and services.



American economy is based on a free-market system, 
where people buy and sell products according to 

wants and needs 
(limited government interference)



free enterprise
which allows people to buy and sell with 

little government control.
Our free enterprise system balances freedoms 
with the need to protect citizens by imposing 
some controls on what businesses can do.



“laissez-faire” - allows the economy and free 
enterprise to be shaped by the market 

(supply/demand) and with NO government 
restrictions



Freedom to Compete

The freedom to 
compete helps both 
seller and buyer.

As a seller, you can sell 
to anyone who wants 
to buy.

As a buyer or consumer, 
you have the freedom 
of choice.



Freedom to Work

The freedom to earn a living is important in 
our economic system.

The Equal Opportunity Employment Act
makes it illegal for employers to discriminate 
because of gender or race. 



Freedom to make a Profit

In the U.S., we are free to 
work and make a profit- the 

amount leftover after all 
expenses have been paid.

Individuals and businesses 
must pay taxes on the profits 

to help support the 
government.



Freedom to Own Property

Your property is protected by the Constitution
from seizures or searches without just causes by the 
government.

Property is more than a house or 
land. 

It can be a song, a story you’ve 
written, or an idea you have 
for a product. (intellectual 

property).



Technology Gap

The more developed we become in technology, 
the harder it will become for people without 
technology skills to find better paying jobs.

America has the largest and 
most technologically 

powerful economy in the 
world.

American companies lead 
the world in the computers, 

medical, aerospace, and 
weapons industries.



Scarcity of Resources

Scarcity occurs when there is not enough of a 
certain product that people want to use or buy.

A resource is a supply of something that is used to 
create economic activity.

Types of resources:
Capital (money)
Natural resources (water, timber, oil)
Human resources- (labor)



Supply and Demand

Supply- the amount of a particular good or service 
that a seller is willing to sell at a given price.

Demand- the amount of that particular good or 
service that consumers are willing to buy at various 
prices.



Economic Systems

Barter System

Command Economy

Market Economy

Mixed Economy



Barter System

Trading or exchanging goods 

& services of equal value.

Command Economy

The central government makes most of the country’s 
economic decisions.



Market Economy
The government does not try to control the 

economy. The market-driven economy grows, 
shrinks, or changes based on supply and demand.

Mixed Economy
A combination of two economies:

Market-driven and centrally-planned.

Individuals, companies and the government all make the 
economic decisions.

The U.S. government has passed antitrust laws that prevent 
any company from having a monopoly- no competition for a 
product. In a monopoly, prices are high and service is poor.



4 types 

of 

business organizations :

Sole proprietors

Partnerships

Corporations

Non-Profit Organizations



Sole Proprietors
ONE owner supplies all capital into that business.

Advantage- You’re the Boss!

Disadvantage- You can be sued!

Partnerships

A business owned by more than one person. 

Partners are responsible for the company’s debts and 
damages.

Limited liability.



Corporation
- is created with the approval of the government. 

(incorporated)
-exist to separate the owner from the company 
-Advantage - Protects owners from personal 
liability and debts of the company.
-Disadvantage- more legal & tax reporting

Non –Profit Organizations

Business-like organizations only keep enough money 
to run their operations.

Examples: Charities, Schools, and Churches.



Basic Economic Decisions

Capital- tools & machinery (jeans)

Land- natural resources (apartments)

Labor- human work effort (bonuses)

Production- what and how many goods and services 
to make.

Distribution- how to move goods and services to 
consumers.

Consumption- what goods and services to buy.


