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Economics (Monday~ Friday 11:00-12:15) ;/
Chapter 2: Study questions #1,11, &12 §

#1. A market system and a command economy try and cope with economic scarcity, in
their own ways. The Market system tries to deal with economic scarcity, or limited goods
and services, by characterizing the private ownership of resources and the use of markets
and prices to coordinate and direct economic activity. More freedom is given to the
people so that they have insensitive and want to succeed. They own their own land,
which gives them the time to invent and invest in new things. While the command
economy, or socialism, the Government owns most property resources and economic
decision-making occurs through a central plan. Most countries are beginning to stray
away from command system because when one thing is miscalculated or missed it creates

a domino effect on their country.

#11. The term “creative destruction” means, the creation of new products and production
methods completely destroys the market positions of firms that are wedded to existing
products and older ways of doing business. “Creative destruction” can be related to the
emergence of MP3 (iPod) technology because, when they were first put out on the
market, consumers strayed from buying CD’s and CD players. The cost of CD’s went up
due to consumers downloading music onto their computer and then uploading it onto the

MP3 players (iPods). Therefore the CD market at that time was dropping.




[image: image2.jpg]#12. The term “invisible hand” means, to me, that firms and suppliers are guided in
decisions such as, what they are going to produce, how much of that good or service they
are going to produce, who will buy this good or service, and how much they can sell this
product or service for, buy the consumer. Consumers are the real “power” in economics,

they are really the ones who makes or “guide” the firms and services.




