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	Chapter 2 "National Differences in Political Economy"

Political Economy: The interdependent combination of a country's political, economic, and legal systems.

Political Systems:
· The system of government in any nation.
· Political systems can be assessed by two dimensions: 
1. The degree to which they emphasize collectivism as opposed to individualism.
2. The degree to which they are democratic or totalitarian.

Collectivism and Individualism:
· Collectivism: Refers to a political system that stresses the primacy of collective goals over individual goals.
· The needs of society as a whole are generally viewed as being more important than individual freedoms.
· Socialism: The political system that believes in state ownership of a country's means of production, distribution, and exchange so that all can benefit.
· The idea is to manage state-owned enterprise to benefit society as whole, rather than individual capitalists.
· Communists: Those who believe that socialism can only be realized through violent revolution and totalitarian dictatorship.
· Social Democrats: Those who believed in achieving socialism through democracy.
· Privatization: The sale of state-owned enterprises to private investors. 
· Individualism: The philosophy that an individual should have freedom in his or her economic and political pursuits.
· Individualism is built on two central tenets: (1) Emphasis on the importance of guaranteeing individual freedom and self-expression; (2) The welfare of society is best served by letting people pursue their own economic self-interest.
· In practical terms, individualism translates into an advocacy for democratic political systems and free market economics.

Democracy and Totalitarianism:
· Democracy: Refers to a political system in which government is by the people, exercised either directly or through elected representatives.
· Representative Democracy: A democracy in which citizens periodically elect individuals to represent them in government functions.
· In order for elected representatives to be held accountable for their actions, a number of safeguards are enshrined in constitutional law. 
1. An individual's rights to freedom of expression, opinion, and organization.
2. Free Media.
3. Regular elections in which all eligible citizens are allowed to vote.
4. Universal adult suffrage.
5. Limited terms for elected representatives.
6. A fair court system that is independent from the political system.
7. Non-political state bureaucracy.
8. A non-political police force and armed service.
9. Relatively free access to state information.

· Totalitarianism: A form of government in which one person or political party exercises absolute control over all spheres of human life and prohibits opposing political parties.
· In most totalitarian states, political repression is widespread, free and fair elections are lacking, media is heavily censored, basic civil liberties are denied, and those who question the right of the rulers find themselves imprisoned or worse.
· Four major forms of totalitarianism:
1. Communist Totalitarianism: A version of collective advocating that socialism can only be achieved through a totalitarian dictatorship.
2. Theocratic Totalitarianism: A political system in which political power is monopolized by a party, group, or individual that governs according to religious principles.
3. Tribal Totalitarianism: A political system in which a party, group, or individual that represents the interest of a particular tribe monopolize political power.
4. Right-Wing Totalitarianism: A political system in which political power is monopolized by a party, group, or individual that generally permits individual economic freedom but restricts individuals political freedom, including free speech, often on the grounds that it would lead to the rise of communism.

Economic Systems:

Market Economy: All productive activities are privately owned, as opposed to being owned by the state. Production is determined by the interaction of supply and demand and signaled to producers through the price system.
· When supply exceeds demand, prices fall. When demand exceeds supply, prices rise.
· Monopolies cannot exist in market economies.

Command Economy: An economic system in which government plans the allocation of resources, including determination of what goods and services should be produced and in what quantity.

Mixed Economy: An economic system which certain sectors are left to private ownership and free market mechanisms, while other sectors have significant government ownership and government planning.

Legal Systems:
· Rules that regulate behaviour and the process by which the laws of a country are enforced and through which redress of grievance is obtained.

Different Legal Systems:
· Common Law: A system of law based on tradition, precedent, and custom, which is flexibly interpreted by judges as it applies to the unique circumstances of each case.
· Tradition refers to a country's legal history, precedent to cases that have come before the courts in the past, and custom to the ways in which laws are applied in specific situations.
· Civil Law: A system of law based on a detailed set of written laws and codes.
· Theocratic Law: A system of law based on religious teachings.


The Determinants of Economic Development:

Differences in Economic Development:
· Gross National Income (GNI): The yardstick for measuring economic activity of a country, this measures the total annual income of a nation's residents.
· Purchasing Power Parity (PPP): An adjustment in gross domestic product per capita to reflect differences in the cost of living.
· Human Development Index (HDI): Attempt by the UN to assess the impact of a number of factors on the quality of human life in a country.

Geography, Education, an Economic Development:
· By virtue of favorable geography, certain societies were more likely to engage in trade than others and were thus more likely to be open to and develop market-based economic systems, which in turn would promote faster economic growth.
· The general assertion for education is that nations that invest more in education will have higher growth rates because an educated population is a more productive population.

Class Notes:
· Major reason for china's economic growth: (1) The Chinese government controls the population, (2) China embraced women into the work force, (3) and China opened its borders.
· Inequalities to gender is a hindrance to economic development.
· Minimum wage laws lower unemployment. The idea that minimum wage laws increases unemployment is based on the perfect economic system (which does not exist). 

