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SS6E1 The student will analyze different economic systems.

a. Compare how traditional, command, and market economies answer the economic questions of what to produce, how to produce, and for whom to produce.
Every country must answer three economic questions:

1) What goods and services will be produced?

2) How will goods and services be produced?

3) Who will consume the goods and services?

The way a country answers these questions determines what kind of economy they have.

Traditional Economy

In a traditional economy, the customs and habits of the past are used to decide what and how goods will be produced, distributed, and consumed.  Each member of society knows from early on what their role in the larger group will be.  Jobs are passed down from generation to generation so there is little change in jobs over the generations.  In a traditional economy, people are depended upon to fulfill their jobs.  If someone fails to do their part, the system can break down.  Farming, hunting, and herding are part of a traditional economy.  Traditional economies can be found in different indigenous groups in Brazil and Venezuela.  
Command Economy

In a command economy, the government planning groups make the basic economic decisions.  The government determines which goods and services are to be produced, the prices and the wage rate.  The government, not the people, own farms and businesses.  Workers are told what to produce and how much to produce.  They are given a quota to fulfill.  All workers are given a quota and are expected to fill it.  A problem with a command economy is deciding what needs to be produced.  A benefit is that prices are controlled and people know what something will cost.  Cuba is an example of a command economy.
Market Economy

In a market economy, decisions are guided by changes in prices that occur between buyers and sellers.  Market economies are also known as free enterprise, capitalism, and laissez-faire.  Businesses and farms are owned by individuals and corporations.  Each business or farm decides what it wants to produce.  Supply and demand determines the price people pay for things.  Supply is the amount of goods available and demand is how many consumers want the goods.  A benefit of a market economy is that consumers can find the goods they want and can buy as much as they can afford.  A problem is there is no stability in prices and businesses, if mismanaged, can go out of business.  If this happens, then workers lose their jobs and income.  Mexico is an example of a market economy.
b. Explain how most countries have a mixed economy located on a continuum between pure market and pure command
Mixed Economy
Mixed economy has characteristics of both pure command and market economies.  All modern economies have characteristics of both systems and are often referred to as mixed economies though most economies are closer to one type of economy than another.
c. Compare and contrast the basic types of economic systems found in Canada, Cuba, and Brazil.
Comparing the Economies of Canada, Cuba, and Brazil

	
	Canada
	Cuba
	Brazil

	Who owns businesses and farms?
	Private citizens and corporations
	Mostly owned by the government; some private ownership of small farms or businesses
	Private citizens and corporations for the most part; the government owns some larger industries such as steel

	Who decides what to produce and how much to produce?
	Private citizens and corporations
	Government planners
	Private citizens and corporations for the most part; the government controls some larger industries such as steel

	Who decides how goods and services will be produced?
	Private citizens and corporations
	Government planners
	Private citizens and corporations for the most part; the government controls some larger industries such as steel

	Who decides distribution methods and prices for goods and services?
	Private citizens and corporations
	Government planners
	Private citizens and corporations for the most part; the government controls some larger industries such as steel

	Who decides the prices for goods and services?
	Buyers and sellers based on supply and demand
	Government planners
	Buyers and sellers based on supply and demand

	How are property rights protected?
	Laws and a good court system protect people’s property rights
	Some personal property rights allowed, but judges and the courts are run by the central government
	Laws are in place, but a poor court system is a problem for protecting property rights

	How difficult is it to start your own business
	Very easy, in a few days
	Very little private business is allowed
	Somewhat time consuming, some months


1) In which country would it be easiest for a person to start her or his own business?

2) Which country has the least freedom to do business?

3) In which countries do buyers and sellers come to an agreement on prices in order to trade?

4) Which issue would make Canada a more desirable place to start a business than Brazil?

SS6E2 The student will give examples of how voluntary trade benefits buyers and sellers in Latin America and the Caribbean and Canada.
a. Explain how specialization encourages trade between countries.

In factories, people are given specialized jobs to work.  Because they do this same job over and over, they become experts in their job.  Different people are given jobs in the factory they specialize and become experts in.  They may not be trained in any other job at the factory, but because they do their job well, they are able to help produce a product at a fast rate and make the company work better.  The factory has a “division of labor”.  The work is divided into different parts and each worker is allowed to become an expert in their part of the work.  Because the work is done faster and better, trade between countries becomes easier.  There is more and better product to trade.
b. Compare and contrast different types of trade barriers, such as tariffs, quotas, and embargos.
Trade is the voluntary exchange of goods and services among people and countries.  Trade and voluntary exchange occur when buyers and sellers freely and willingly engage in market transactions.  When trade is voluntary, both parties benefit and are better off after the trade than they were before the trade.  
-Trade barriers- when a country limits trade; the most common barriers are tariffs and quotas

-Tariff- a tax on imports

-Import- goods purchased from other countries

-Exports- goods sold to other countries

-Quota- a specific limit placed on the number of imports that may enter a country

-Embargo- a government order stopping trade with another country.  Many times an embargo is placed on a country in order to put pressure on the country in hopes they will do what another country wants.  The U.S. placed an embargo on Cuba in hopes it would force the country to become a democratic country instead of a communist country.  
1) Which type of trade barrier involves adding a special tax onto goods brought into the country?
2) Name some imports to the USA?

3) Name some exports from the USA?
c. Explain the function of the North American Free Trade Agreement (NAFTA)
In 1994, the U.S., Canada, and Mexico signed an agreement taking away all tariffs on good traded between the three countries.  They signed this in hope it would make trade among the three countries better.  NAFTA makes up the largest free-trade zone in the world.  NAFTA protected the rights of artists from having their work copied illegally.  Many people worried that NAFTA would hurt the employment industry in the U.S.   U.S. citizen’s feared people would move their companies to Mexico where labor would be cheaper.  Many also feared there would be an increase in water and air pollution in Mexico and Southwest United States.
1) What is the main purpose of NAFTA?

2) What are some problems with NAFTA?

d. Explain why international trade requires a system for exchanging currencies between nations.
Currency is the money people use to make trade easier.  Currencies are different in other countries.  In the United States we use the dollar.  Currency for one country can not be used in other countries.  When travelling to other countries you have to trade it in or exchange it.
-Exchange rate- the price of one country’s currency in terms of another country’s currency.  Exchange rates are determined by the forces of supply and demand.

SS6E3 The student will describe factors that influence economic growth and examine their presence or absence in Latin America. 

a. Explain the relationship between investment in human capital (education and training) and gross domestic product (GDP)

The gross domestic product (GDP) of a country is the total value of all the goods and services produced in a country in one year.  The GDP is one way to tell how rich or poor a country is.  It can also be used to tell if the economy of a country is getting better or worse.  Education, training skills, and health of workers are all resources of human capital.  Uneducated or untrained people are limited in the kind of jobs they can perform.  Successful businesses must have healthy and skilled workers.  A successful business can raise the GDP of a country and improve the standard of living for all.
b. Explain the relationship between investment in capital (factories, machinery, and technology) and gross domestic product (GDP)

To increase GDP, countries must invest in physical capital.  Physical capital includes the factories, machines, technologies, buildings, and property needed for a business to operate.  If a business is to be successful, it cannot let its equipment break down or have its buildings fall apart.  New technology can help a business produce more goods at a lower cost.  
1) What is an example of investment in human capital?

2) Why is it important for a country to invest in human capital?

3) What is an example of human capital?

c. Describe the role of natural resources in a country’s economy
A country has different kinds of resources that can help its people produce goods and services.  Human resources are the education and skills that people have to produce goods and services.  Capital resources are the things like machines and equipment that people need to produce goods and services.  Natural resources are sometimes thought of as “gifts of nature”.  Natural resources include forests, minerals, oil, natural gas, and water.  Natural resources are important to a country.  Without resources, a country has to import what it needs.  This makes the cost of goods and services go up.  Countries with an abundance of natural resources are able to trade them to other countries that need them.  Most countries with a lot of natural resources have a higher standard of living than other countries with few resources.  
1) Give some examples of natural resources?

2) How do natural resources help a country’s economy?

d. Describe the role of entrepreneurship
In some countries, people and companies have the right to start their own businesses.  These people are hoping they will have successful businesses.  In order to be successful, they have to earn a profit.  A person who starts their own business is known as an entrepreneur.  They risk their own money and resources to have this business.  They believe they will earn a profit.  The business must be organized in order to be successful.  Natural, human, and capital resources are used to produce goods and services to be provided by the business.  Entrepreneurs play an important role in the economy of a country. Jobs are provided, which helps the people, taxes are collected which helps the government, and good and services promote trade.

Entrepreneur- has ideas and is willing to risk resources to start a business

1) Human resources- workers with appropriate education and training

2) Capital resources- factories, equipment, technology, buildings, etc

3) Natural resources- gifts of nature such as forests, water, minerals, etc.

1) What are entrepreneurs?
2) How do entrepreneurs help increase a country’s GDP?

SS6E4 The student will explain personal money management choices in terms of income, spending, credit, saving, and investing.
In life you have two choices in dealing with money you have been given or earned: spend it now or save it.

-Savings- the income that is not spent after people buy things they need or want.

-Budget- a spending and savings plan for an individual or an organization, based on                                estimated income and expenses.

-Investing- refers to putting money aside now in order to receive a greater benefit in the future

-Interest- a fee for the use of money

-Financial investment- refers to the decisions individuals make to invest money in things such as bank accounts, certificates of deposit, stocks, bonds, and mutual funds.  Financial investment is important to gaining personal wealth.

-Real investment- also known as physical capital investment refers to the decisions businesses make to purchase equipment or perhaps a factory.  The amount of real investment is critical to economic growth.
Credit refers to the ability to borrow money.  When borrowing money, it is understood that the money will have to be paid back (most times with interest).  Car loans, home mortgages, and credit cards are all forms of credit used by consumers.  Businesses will use credit by borrowing money from a bank or issuing corporate bonds.  The government uses credit when dealing with a budget deficit.  Government credit may be in the form of government bonds or treasury notes.  
-Good credit- when large sums of money can be borrowed at a reasonable or low rates of interest.
-Bad credit- when large sums of money have to be borrowed at high rates of interest.
Credit is very important of the economy.  Most people can not afford to buy a house, so they take out a loan.  Many people can’t afford higher education on their own so they take out student loans to pay for it.  People must be sure to not take out a loan that will last longer than the product they are buying.  Too much borrowing can be bad for the economy.  

1) What is an advantage of a savings account over a checking account?
2) When is the best time to borrow money?

3) What is credit?

Enrichment Activity
Write a one page summary describing a new business you are going to open.  As an entrepreneur, list details such as what will be sold, prices of items sold, number of employees, hours of operation, and location.
