
Economic Theory: Types of Economies  
(adapted from texts by Kimberly Amadeo, The Balance)  

 

Read the text and insert the missing words. The 

words have been provided. 

 

resources       mixed        developing       

traditional (x2)     command       market    
         Jack Moreh, stockvault.net    

A _______________  economy relies on customs, history, and time-honored beliefs. Tradition guides 

economic decisions such as production and distribution. Societies with this type of economy depend 

on agriculture, fishing, hunting, gathering, or some combination of them. They use barter instead 

of money. Most of these economies operate in _______________  countries. They are often in Africa, Asia, 

Latin America, and the Middle East. Economists and anthropologists believe all other economies got 

their start as __________________ economies. 

A __________________ economy is where a central government makes all economic decisions. Either the 

government or a collective owns the land and the means of production. The government creates a 

central economic plan, which sets goals for every sector and region of the country. The government 

allocates all __________________  (natural ones, nation's capital, labor…) according to the central plan. 

A __________________ economy is a system where the laws of supply and demand direct the production 

of goods and services. Supply includes natural resources, capital, and labor. Demand includes 

purchases by consumers, businesses, and the government. Businesses sell their wares at the highest 

price consumers will pay. At the same time, shoppers look for the lowest prices for the goods and 

services they want. Workers bid their services at the highest possible wages that their skills allow. 

Employers seek to get the best employees at the lowest possible price. 

A __________________ economy is a system that combines characteristics 

of market, command and traditional economies. It protects private property, it allows the free market 

and the laws of supply and demand to determine prices, and it is driven by the motivation of the self-

interest of individuals. It allows the government to safeguard the people and the market. The 

government has a large role in the military, international trade, and national transportation. The 

government’s role in other areas depends on the priorities of the citizens. In some, the government 

creates a central plan that guides the economy, while others allow the government to own key 

industries. These include aerospace, energy production, and even banking. The government may also 

manage health care, welfare, and retirement programs. 

Capitalism requires a market economy to set prices and distribute goods and 

services. Socialism and communism need a command economy to create a central plan that 
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guides economic decisions. Market economies evolve from traditional economies. Most societies in 

the modern world have elements of all three types of economies. That makes them mixed economies. 

Most countries have a mixed economy thanks to globalization. 
SOURCE: https://www.thebalance.com/traditional-economy-definition-examples-pros-cons-3305587 

 

1. Match the synonyms and translate 

them.   

barter   work  

allocate  payment 

labor   exchange 

wares   products 

wages  give 

2. Match the explanations and terms. 

Translate the terms. 

key industries   welfare        

retirement            health care 

the law of supply and demand   

goods and services  natural resources 

1. __________________ - a theory that explains 

the relationship between how much of 

a particular product is available and how 

much of it people want, and especially the 

way that this affects the level of prices 

2. __________________ - the most basic 

products of an economic system that 

consist of tangible consumable items and 

tasks performed by individuals; the products 

and services that are bought and sold in an 

economy 

3. __________________ - natural assets (raw 

materials) occurring in nature that can be 

used for economic production or  

 

 

 

 

 

 

 

 

 

 

consumption; things such as minerals, 

forests, coal, etc. that exist in a place and 

can be used by people 

4. __________________ - an industry whose 

output is essential to the successful 

operation of many other industries; An 

industry that is vital to the economy in a 

country 

5. __________________ - the provision of 

medical services; various services for the 

prevention or treatment of illness and 

injuries 

6. __________________ - money that is paid by 

the government to people who are 

unemployed, poor, or sick; aid in the form of 

money or necessities for those in need 

7. __________________ - the time when you 

stop working, usually because of your age, 

or the period when you have stopped 

working 
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