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Unit 8.2 Vocabulary “Types of Economies”

1. Capitalism: Economic system in which private citizens own and use the factors of production in order make a profit (United States)

2. Free Enterprise Economy: Economy where competition is allowed to flourish with a minimum of government interference (United States)

3. Market Economy: Economic system in which supply, demand, and prices help people make decisions and allocate resources
4. Consumer Sovereignty: Term used to describe the consumer as “king” or ruler of the market place

5. Competition: Struggle that goes on between buyers and sellers to get the best products at the lowest prices
6. Profit Motive: The driving force that encourages individuals and organizations to improve their material well-being
7. Circular Flow Model: Shows how economic decisions in a market economy are made by households, businesses, and the government

8. Market: Place where prices of goods and services are determined and exchanges take place

9. Consumer Sector: Portion of the economy that includes all buyers 
10. Factor Markets: The markets where resources are bought and sold (where you buy the factors of production to make goods)

11. Business Sector:  Portion of the economy where goods and services are sold
12. Product Markets: Markets where producers offer goods and services for sale (where you sell the product)

13. Economic Interdependence: When groups rely on one another to provide the goods and services we consume

14.  Command Economy: Type of Economy that is tightly controlled by the government
