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EMOCRACY and capital-
ism arc synonymous in
many respects. In a capi(al-

ist socicry property rights are well
prorected. Every individual in a

capiralist society can hold a piece
or more than a piece of moveable
and immovablc prope y in his/her
own name. And transaction of prop-
crty between individuals is well-
recorded by the documentary mcch-
anism of thc statc. Everybody has a
right to increase or dccrcase his/her
property through purchase or sale
of the same. This transaction is
recorded, maintailed and legally
protccted by laws. A part or whole
of thc physical asset can be trans-
formcd into capital, which is
illvcsted in the market economy as

efficiently as possible. Morc spccif-
ically, legal framework of the orvn-
ership of private propcrty is the
basis or intcgral to the developmeDt

of capitalisrn. In many cascs thcre
is a market flilure urtder caprtalistn
duc to thc crcatiolr of uegative
externality, market imperfection
and the forrnation of a market syn-
dicatc by buycrs or sellers or by
both parties. In eirher case rhis kind
of collusion in the market can take
place under capitalism. This is
called a market failure. ln case of
market failure coosumers are madc
to buy everything at a very high
pricc evcn though quality of goods
and services may not be good.
Accordiug to ccollomisls govern-
mcnt intervention is nccessary to
improvc on market outcomes in
times of market failure in capitalist

sociely. Becausc rnarket failure is a
situation where the rnarkel does not
or cannot allocate available
resources efficiently, which leads to
consumer suffering. Becausc of
cx ternal factors, market failurc
occurs. Extcrnllity can bc both pos-
itive and negativc.

Capitalism is closely relaled to
democracy. Democracy and capital-
ism go hand-in-hand. Horvever,
capitalism or open market economy
can occu. in some countries which
are not democratic. For example,
Singapore is vcry much a capitalrst
country. But a sinsle polilical party
dominates its politics. Two coun-
tries of the same nature of capital-

isnr and dernocracy are \ery similar
in rheir regime of politics.
Singapore operates an open market
economy wlrich altracts a lot of for-
eign.investmcnt but where civil lib-
erties such as human rights and
freedom of speech and exprcssion
are low on the priority list.
However, it may be noted lhat eco-
nomic freedom is correlatcd with
economic growth, personal and
national income and the life
exPectancy.

Capitalist nations can utilise cap-
italism's ability ro increase it eco-
nomic growth, gross domestjc prod-
uct (GDP), maximum utilisation of
the country's resources and to

increase the lifc and living sta[dard
of its people. For examplc, per
capita income in South Korea is
much higher rhan thar in non-capi-
talist country of North Korea. As
menlioned bcfore per capira GDP
and capitalism are correlatcd. The
faircr is the capitalism, rhe higher is
the GDP. Higher GDP means more
availability of housing, clorhing,
and education. Capiralist cconomy
offers more opportunirics for indi-
vrduals to raise their comfort. pro-
fessional ability, productiviry and
business than docs the non-capiral-
ist cconomy.

According to Milrorl Frecdmen,
economic frcedorl of capiralism is/.

important for political freedom. On
the contrary, centralised operation
of economic ac(ivity as iu a corn-
munist country is nonnally accom-
panied by political repression.
Volurtary activity is not pernritted
in a non-capitalist economy.
Capitalism is accornpanied by self-
organisation. Free market deter-
rnines lhe equilibriurn qurnrir) uf
production and its prices by equat-
rng rnarket supply with marktt
dcmand. In other words, prices
scrvc as a signal to the need and
nccessity in economic life.
Everyone,works hard to salisfy his
or her demand. In the capitalis(
sys(cm it is the people who can
individually or workinB together
easily make the society morc or
Iess affluent.
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