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Capitalism vs socialism worksheet

The main difference between capitalism and socialism is the extent of government intervention in the economy. The capitalist economic system is characterised by private ownership of property and business. The capitalist economy relies on free markets to determine, price, income, wealth and distribution of goods. The socialist economic system has been marked by more
government intervention to reassess resources in an egalitarian way. There are also different objectives of economic systems. Capitalism of equality is not concerned about equality. It argues that inequality is key to fostering innovation and economic development. Socialism deals with the redistribution of resources from rich to poor. This aims to ensure that everyone has equal
opportunities in some forms of socialism – equal outcomes. Equity capitalism – Private companies will be owned by private individuals/companies Socialism – the State will own and control the main means of production. In some models of socialism, ownership would not be owned by governments, but by labour cooperatives. Efficiency capitalism. It argues that profit incentives
encourage companies to be more efficient, reduce costs and inoculate new products that people want. If the firms fail to keep up, they will fail. But this business failure allows resources to flow into new more efficient areas of the economy. Something known as the 'creative destruction' of socialism. It is argued that state ownership often leads to inefficiencies because workers and
managers do not have any real incentive to reduce costs. One joke under Soviet communism was 'They pretend to pay us. We're pretending to work.' Unemployment In capitalist economic systems, the state does not provide jobs directly. Therefore, at times of recession, unemployment in capitalist economic systems can rise to very high levels, e.g. Therefore, the state can
ensure full employment even if the workers are not doing anything particularly important. Socialism is sometimes associated with Keynesian demand management – attempts to stimulate the economy at a time of decline. Keynes himself wasn't a socialist. Price controls Prices are determined by market forces. Companies with monopoly power can take advantage of their position
and charge much higher prices. In a state-run economy, prices are usually set by the government, which can lead to shortages and surpluses. Evaluation There are many different forms of 'socialism' from totalitarian 'communist regimes' to democratic socialist parties in Western Europe, which follow a pragmatic form of redistribution - with the aim of equality of opportunity, not
equality of outcomes. Pragmatic socialism Some forms of socialism adopt a more pragmatic approach. Many industries are left to private hands – recognition of free markets is more effective in the production of goods. However, socialist society is trying to use progressive taxation and social spending to ensure safety net. Important public services are run directly by the
government. Responsible capitalism Many advanced capitalist societies have considerable government intervention. The government could provide unemployment benefits and public spending on infrastructure, healthcare and education. Published October 28, 2018, Tejvan Pettinger. www.economicshelp.org concepts of capitalism and socialism are used to describe economic
and political systems. On a theoretical level, both of these terms also describe specific schools of economic thought. One of the most fundamental differences between the system of capitalism and socialism lies in the scope of government intervention within the economy. The capitalist economic model relies on free market conditions to generate wealth. The production of goods
and services is based on supply and demand in the general market. This economic structure is called a market economy. In the socialist economic model, the production of goods and services is partially or fully regulated by the government. This is called central planning, and the economic structure being created is known as a planned economy or command economy. The
capitalist economic model relies on free market conditions to generate wealth; production of goods and services is based on supply and demand in the general market. In the socialist economic model, the production of goods and services is partially or fully regulated by the government; this is called central planning, and the economic structure being created is known as a planned
economy or a command economy. Most countries are mixed economies, falling somewhere on the spectrum between pure capitalism and pure socialism. In the capitalist economy, property and companies are owned and controlled by individuals. The production and prices of goods and services are determined by how much demand they generate and how difficult they are to
produce. Theoretically, this dynamic encourages companies to make the best products they can make as cheaply as they can; capitalism is intended to encourage business owners to find more efficient ways to produce quality goods. For consumers, this dynamic is intended to create a system in which they have the freedom to choose the best and cheapest products. This
emphasis on efficiency is prioritised over equality. The equal distribution of goods and services among all members of society is of little concern to the capitalist system. According to economic theories that underpin capitalism, inequality is the driving force behind innovation, resulting in economic development. In a capitalist economy, the state does not directly employ labour. This
leads to high levels of unemployment at a time of economic recession. In some socialist economic models, workers' cooperatives own and manage primary funds Production. The Workers' Cooperative is a company owned and self-owned by its employees. Other socialist economic models allow individual ownership of businesses and property, albeit with higher taxes and higher
levels of state controls. The primary concern of the socialist model of economics is a fair distribution of wealth A fair distribution of wealth aims to ensure that all members of society have an equal opportunity to achieve certain economic outcomes. To achieve this, the state intervenes in the labour market. In the socialist economy, the state is one of the primary employers. In times
of economic hardship, the socialist state can order employment, so it is close to full employment even if workers do not perform jobs that are particularly sought after from the market. In addition to capitalism and socialism, another great school of economic thought is communism. Many principles of communism and socialism oppose capitalism, but there are important differences
between socialism and communism. This means that they exist somewhere on the continuum between pure capitalism and pure socialism, and most countries practice a mixed system of capitalism in which the government regulates and owns some companies and industries. In the purest form of the capitalist system (sometimes called laissez-faire capitalism), private individuals
are unrestrained, and the economy operates without any government checks or controls. Private individuals and businesses can determine where to invest, what to produce and sell, and the prices of goods and services. In a purely socialist system, all means of production are collective or state-owned. Some countries also include the private sector capitalism system and
socialism's public sector enterprise to overcome the shortcomings of both systems. In these economies, the government intervenes to prevent any individual or company from having a monopolistic attitude and unnecessary concentration of economic power. Resources in these systems can be owned by the state and individuals.
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