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EMOCRACY and Capitalism are q,n-
in many respect. In a capi-

talist society poperty rights are well
frotected. Prrcperty right mears a private
property right. Each and every individual in
the that society can hold a piece or more than
a piece of moveable and immovable proper-
ty in their own name, And uansaction of
ploperty between individuals are well-
recorded by the documeltary mechanism of
the state. Everybody has a right to increase
his Aer property by purchasing it or can
de$ease his property by selling it to others.
Ttris transaction is recorded, maintained and
legally protected by the law and order slstem
of the country. In a capitalist society a part or
whole ofthe physical asset can be transferred
into capital which are invested in the market
economy as efficiendy as possible. Precisely
speaking, legal fiamework of the ownership
of private prcperty is the basif or integral 10 ,,
the development ofcrpitalism. In rnany.gas-
es there is a market failure under Capitalisin.
Due to the oeation of negative e)demality,
market imperfection and the formation of a
market s)'ndicate by buyers or sellers or by
both party - in either case this kind of collu
sion in the market can uke place under cap'
italism. This ,is ca.lled a market failure. In
case ofmarket failure consumers have to buy l

everything at a very high price wen though
quality of goods and services may not be
good enough. So, according to the eccro-
mists gor€mment intervention is nec€ssary

to improve market outcomes under t}le situ-
ation of market failure. Because market fail-
ur€ is a situation where t}te market does not
or can not allocate ayailable resources ef6-
ciently, which leads to mns,tmers' suf{eritrg.
Because of cxtemality market failure occurs.
Extemality can be both positive or negative.
In case of positive externality we do not have
any pollutio,L. l}rl goods and services are
underprodurcdr 'fhat is one kind of prob.
lem. In case of negative extemalities a coun-
try suffers from pollution. But goods and
sewices are overproduced. Under capitalism
or ftee market econony government pro.
grammes, policies, regulations and the
degree of regulations should be enough to
balance the production of goods and services
at maximum level with no or negligible pol-
lution. It may bc noted that everybody in the
society is not involved in production ofgoods
and sgrvic9s, who are not liable to pay for
pblluiion 'ftom neSatiye oxtemality, The
problem of pollutiou has to be settled down
betrveen government through its tax mecha-
nism and the producers of goods and servic-
es and by providing a subsidy to the produc-
ers to decrease pollution.

Capitalism is clqsely related to Democra-
cy. Democracy and Capitalism go hand-in-
hand. ln other words, democracy and capi-
talism affec{s each other.

However, Capitalism or open market open
economy can occur in some countries which
are not democratic. A few country runs with

single pafty politics, which is also a free mar-
ket economy but not a Democratic country.
For example, Singapore is very much a capi-
talist country. But a single political party
dominates its politics. T\{o countries of the
same nature of Capitalism and Democracy
are very similar in tlieir regime of politics.
Singapore has highly o;rn market economy
which can attract a lot of foreign investment
arld does not protect civil liberties such as
human rights and fieedom of speech and
expression. However, it may be noted that
economic lreedom is co-related with eco-
nomic growth, personal and national income
and the life expectation.

Capitalist nations can utilise Capitalism's
ability to increase its economic groMh, grcss
domestic product (GDP), maximum utilisa-
tion of the country's resources and to
incrcase the life and living standald of its
people. Precisely speaking, globnl GDP and
modern world capitalists are cGrelated. For
example, per capita income in South-Korea
is much higher than per capita incpme in
non-capitalist country North-Korea. A\€rage
per capita income in East-European coun-
tries are much lower than average per capita
income iu Wqst-European capitalist coun-
tries. As mentioned before GDP per capita
and Capitplism are corelated. The more fair
is the capitalism, the higher is the GDP.
Higher GDP means more availability of
housing, clothing, healtl-care and educa-
tion. Capitarlist economy offers relatively

more opportunities for individuals to raise
their comfort, professional ability, produc-
tivity and business &an does the non-capi
talist economy.

Acrcrding to Milton Freedmen. economic
fieedom of capitalism is important for politi
ical freedom. On the contrary centralis€d
opemtion of economic activity such as a
Communist country, is normally accompa-
nied by political repression. Tiansac{ion in
the market economy are voluntary. Volun-
tary activity is not p€rmitted in a non-capi-
ta'list economy. As mentioned before, Capi
talism is very important for freedom, human
rights and survival. It is accompanied by self-
organisation. Free market determines the
equilibrium quantity of production and its
prices by equating market supply with mar-
ket demand. In other words, prices sewe as a
signal to the need and necessity in ecorromic
life. Pro6t making envirorune[t provides an
incehtive to entrepreneur.tq utilise theE
knowledge, skill amd repoun:os rto satisf-y
their business motire. One can seek one's
own interest under capitalism. One works
hard to satisfy one's desire and to meet the
demand. Free coordination of werybody
makes an environmenl of hardworking.
Combinedly peopld in the capita.list society
can easily make a society more or less afllu-
ent.
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