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An economy is a system for producing, distributing, and consuming goods and services. Owners and workers are producers.  They make products, such as bamboo baskets or automobiles.  Those products are called goods. Some products are really services that producers perform for other people.  They may style hair, edit books, or heal diseases.  Consumers are people who buy the goods and use the services.

Cultures choose the way they organize their economies.  There are three basic systems: traditional, market, and command economies.  In a traditional economy, the customs, traditions, and habits of the group influence the producing, buying, and selling of goods.  The Tuareg of the Sahara in northern Africa are an example.  These people are nomadic herders who travel about the region in search of food and water for their animals.  They produce most of the things they need and trade with others for what they need and cannot produce.

In a market economy, most businesses are privately owned.  When a company sells its products, it earns a profit, or money.  Owners decide how much to pay workers and how to use profits.  Consumers are important in a market economy.  A company may produce goods, but consumers may not buy them or be willing to pay what the company wants for the products.  Prices will then have to be lowered.  A market economy is also called capitalism or free enterprise.  It is the type of economic system we have in the United States.

In a command economy, economic decisions are made by the central government. The government decides what products are made, how much is produced, and what the goods cost. Consumers and businesses have little control of the goods. There are two major types of command economies: socialism and communism.

In a socialist system, the government owns most basic industries.  It runs them for the good of the society, not for profit.  The government decides how much to pay workers and how much to charge for goods. It uses profits to pay for services such as health and education. Other industries and services follow the capitalist model. They are privately owned and consumers decide which products to buy. A few countries follow socialism or have socialist programs. These countries include Spain, Portugal, and Italy.

In a communist system, the central government owns all property, such as farms and factories, for the benefit of its citizens.  It controls all aspects of citizens' lives, including the price of goods and services, how much is produced, and how much workers are paid. Today, only a few of the world's nations practice communism. They include Cuba, China, and North Korea.
