
,l ,

N/

ed
Merits and demerits of socialism capitalism, mixed ecommy

www.theindependontbd.com

tt. Alrzur nfffill

,

OFffiEDAY

rhemselves in the sysrem of
socialism. They rhink if they do
nol work I is not a problem for
rh€m. Somebody in the
socialistic sysren wil work tor

Or some people tend to
benefit thehselvcs withdur
8ettinS involved in work. This
is called a free riders problem
in scialism. As a rcsulr. it is nor
possibl€ ro hav€ a developed or
a betler communiry under rhe

It means rhal ther€ is a
pNibility ofSrear loss incured
by non'utilization or under
utilization of human rcsouEe
potential in socialism.

Capitalism is nor theoreu.nl.
We have a fieedom ro do
wharever we like ro do for ou
economic b.nefir. tn caprralism
we take the opporrunity to
exercise self-inreresl. We love
oulsehg md ouJ farnili€s more
lho oders in the so.iety.

For our self inter6r, we work
hard for doinS the besr for
ourselies. In capitalilm, an
environmenr of market
economy and martei
compelition appears

Our individual pu.pos€ is to
maximize our utility slbje.t to
our bud8et constraint. The
objective of the fkm and
company in capilalism is to
maximize the output, rcvenue

ln the marter economy, we
tate the chance of produci.S
quality goods ard seMces wi*r
a minimum possible cost and
selling these products to
customer at a rcasonlble price.

We can have a more
cusromers, more sales. more
revenue md more profll.The
cuslomer or the buyer will
benetu by haunS quality goods

d seruices at a tery lo$, pnce.
And rhe €apital investors
includinS all kind of
€nrreprcneurs benefil ftom &e

prosp€rous business in the

As to the demerirs of
capilalism, markel
imperfeclioD includinB
monopoly, duopoly, oliSopoly
or a less than competirive
marker siruation of few sellers
or few l,uycrs may be

Caphalis,r c.D go out of rhe
sysrem. Thrrefore, capitalism
sometimes may nol be
beneficial for rhe people.
Siruation of few seller! can
mak€ a marler syndicate of
sellinsnotr-quality products at

Or in cnse ofr few buy€rs lhe
consumeN would like to buy
!'ery hiSh quality product ar a
very low pri... lnvestors and
s€lleB can bc losers to a grEar
errent. Thr incenlive of rhe
entrepreNU6 wili decrease
ntich is not very good for the
owrall tn,wlh ul the etonomY.

Therenx.,.ccordinE Io
many, c.!)irrlisn is not a
syst€m. (lapiralism is whar
happens in rh. absence ol a
slrtem. Wirhou r any conrol of
th€ Sove nncnr or in absence
ofaDy sysreh ro rbmaSe the
mart.r l,'l[n' rhere is ,n
inefficicDr allo.ation of
resour.cs in lii:c marlet under

Howerer. rhe possibilities of
sorial loss and rotal social loss
including rhc loss ofprivat€
individurh nray be ig.ored in
capiralism iisuch economi.
activiries are not regulared
proper\r Merits and demerits
can be ol different types
includins posirivo externalities
and n€8aove extema}oes, merit
8oods, denrerits good$ public
8oods, monopoly power,
inequality. fador immobiliry

Posirive externality is a
benefir ro rhird party. For
eElnple, if somebody builds a

r€.reationai pa*the others can

benefit out ofthar re.reational
pdt. Netative

e,(lernalities are lhe cost
imposed on a third pa.ty, e.8.
c&cer from paxr,ve smokinS.

Elamples of merir goods ale
education. Educated moth€r
can b€ner educal€ rheir
.hildren,-As menraoned before,
dem€rit goods are smoking
which is barmful fo! direct
smokers as well as for rh€

Publi.8ooG irrludinSpolic€
d nat onal d€fcn.e s€Mces

are non-rival and non-
excludable. Nlonopoly power
conlrols the markel and can
charge highe. pric€s for lheir
Soods and scrvices as

In capitalism, less rhan
equilable distriburion of
income can ihcrcae n€qualily.
The Seosraphi.al and
occupational immobiliry of
factors for production of Soods
and seMces can introduce a
lind of disadvanta8e or
disincentive of some

AgrifflrurE is ofren subied to
marker tailure. So enemalilies
are very much a key term in
muker failure. The advorated
method of overcoming the

market failure includes tax or
negative ex.emalities such as
.arhoh rax ,nd incenrilc for
positive enernaliries clc

Law and reSul.lion and
pollution rar are also ditrercnt
kinds of melhod of overconinr
dle martd fanure in capiralism.
To maximize rhe posilive
externalities there a:e many
melhods to .pply by the
Bovernmenr in fte system of
martet economy unde.

^s 
mentioned before. on.e

you are €ducated you can
educate your children berter.
Therefore, the education
program is very mucn a p.io.ity
prosain in both @pitalism ad

We must remember $at total
social b€nefir is a sum ofpnvae
henefit and .\r.rnal so.ial
benefi t. social em.imcymcus
when soc'al cost is equal to
social b.nefit. Therclore. rherc
is a Bowrnrnent intervention in
dle s€ctor inc.luding educalion,
t-anspon and th€ related others
prcduciry positiE exremalitiE
in ey syslem ofcapitalism,
socialisma mix€demnomy.

A mixed economy is an
economy which includes a
varielv of private ind

govcrnment controk. The
mixed economy is concelrcd
wirh the chaEderisaici ofbotb
c.pitalism and socidlsrL
Privare economic fr.edom
mixed with a governmenr
d€tE of replation ofna*.ts
is th€ normat featurE olmn d

It is not lery easy to de8ne i
.ountry to perceive if it i6
enlirely capitalisl, socialist o.
mixed economy. It is
worrhwhile to mention $rt
economies rdSint fiom th!
Un(ed Srares to Cuba .nd
Norih forea may be term.d
mixed economies.
lhe economic fteedorn

in.ludes privately own.d
industry for which ther. is
individual freedom. e.onordc
em.iency ad the imefltiv! to
en.lrurage prila!€ comFridorl

Economic fteedom r.lt cB
rhc allocaiive emctencv
pm{ded by lhe invidbla hrri
ofma*6 forc€s ofAdan Smlltr
free economy in the mired
system also provlde! 6n
trrenrive to innoyatc rhroqSh

Govemm€nt reguhdorl.|t!
in place in mix€d .conomy
becaus€ the priv.t. r.ctor
cannot be well .quippcd
inihdinS envimnmental ie$r6,
employmeDr status and
nraintenance of comp.tltion

some mixed economies .ho
ioclude various de8re$ oI
cenEalizd onoDi. plannirf,.
S(are owneFhip in the rDir.d
economy includ€s th€
own€rship oi means ot
produ(tion for achievinS $e
nathnal and social obie.dves
and to muimize toral social

Mh':.;:l*
practicil. Sometimes it is hard
to have a march beM€€n $,har
the socialists say and whar is

According to socialists. as
human'bein8s, we Ey our best
in all possible ways ro do all
kinds olgood for lhe human
world. But in mmy instances
we lind ihat rhe leaderr in
socialism love to do thin8s fo(
themselves and their families

For o(ample, moy socialists
arc commmist leaders n South
Asia including the former chi€i
minister ofWest Ben8al, Jyoti
Basu and the afiluence of rheir
fmiliB may b€ mentioned.

TteEii@lv sialisB $,ould
likc to drelop the community
as a whole instead ofmakint
rhen Nn benefit. In pracrice,
mary people do not work by
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SUBJECT

We have the freedom to do whatever we like to do for our economic benefit


