[bookmark: _GoBack]IBUS462
Week 2


Chapter 2: NATIONAL DIFFERENCES IN POLITICAL, ECONOMIC and LEGAL SYSTEMS

I. Political System: 

Political Economy is about how interdependent are: 
·  THE POLITICAL, 
·  ECONOMIC, 
· LEGAL systems
· they affect the level of economic well-being in the nation 

Political System: The system of government in a nation 
· degree to which the country emphasizes collectivism as opposed to individualism 
· Degree to which the country is democratic or totalitarian

a. Collectivism and Individualism

Collectivism: Stresses the primacy of collective goals over individual goals. 
· Now equated with Socialism (Karl Marx 1818-1883)

Socialism: 
· State ownership of the basic means of production, distribution and exchange
· Manage to benefit society as a whole rather than individual capitalism. 

In the early 20th century socialism split into 

1. Communism: Socialism achieved through violent revolution and totalitarian dictatorship. (Original idea: Proletarian dictatorship)

2. Social democrats: Socialism achieved through democratic means 

· Retreating as many countries move toward free market economies
· State-owned enterprises have been privatized 

Individualism: philosophy that an individual should have freedom in his own economic and political pursuit. 
	Economic and political freedoms are ground rules of a society. 
· implies democratic political systems and free market economies  

b. Democracy and totalitarianism 

Democracy: political system in which government is by the people, exercised either directly or through elected representatives
· Associated with individualism
· Pure democracy is based on the belief that citizens should be directly involved in decision making
· Representative democracy where citizens periodically elect individuals to represent them 
There is certain safeguard in ideal representative democracy: 

	· individual’s right to freedom of expression
· free media
· regular elections in which all citizen are allowed to vote
· universal adult suffrage
· limited terms for elected representative
	· a faire court system that is independent from the political system
· a non political state bureaucracy
· a non political police force and armed service
· a relatively free access to state information. 



Totalitarianism: form of government in which one person or political party exercises absolute control over all spheres of human life and prohibits opposing political parties. 

1. Communist totalitarianism – found in states where the communist party monopolizes power
2. Theocratic totalitarianism - found in states where political power is monopolized by a party, group, or individual that governs according to religious principles
3. Tribal totalitarianism - found in states where a political party that represents the interests of a particular tribe monopolizes power
4. Right-wing totalitarianism - permits some individual economic freedom, but restricts individual political freedom

II. Economic systems: 

In countries where individual goals are emphasized free market economies are possible.
In contrast where collective goals are reinforced markets are likely to be restricted.

· Three types: 

1. Market economies - all productive activities are privately owned and production is determined by supply and demand 
· Government encourages encourage free and fair competition between private producers
· Government do this buy outlawing restrictive business practises designed to monopolize a market. 

2. Command economies - government plans the goods and services that a country produces, the quantity that is produced, and the prices as which they are sold
· all businesses are state-owned, and governments allocate resources for “the good of society”
· because there is little incentive to control costs and be efficient, command economies tend to stagnate 
· Command economy was found in almost every communist society by definition

3. Mixed economies:
· certain sectors of the economy are left to private ownership and free market mechanisms while 
· other sectors have significant state ownership and government planning
· governments tend to own firms that are considered important to national security

4. Historically: 
A wave of democratic revolutions swept the world in the late 1980s and early 1990s.
· Many totalitarian regimes failed to deliver economic progress to the vast bulk of their populations
· Reduction in states’ ability to control access to uncensored information
· Economic advances of the last 25 years have led to increasingly prosperous middle and working classes who push for democratic reforms 
 Command and mixed-economies failed to deliver the kind of sustained economic performance that was achieved by countries adopting market-based systems. As a result, more countries have shifted toward the market-based model    

III. Legal Systems 

The legal system: the rules that regulate behavior along with the processes by which the laws are enforced and through which redress for grievances is obtained

· There are three types of legal systems
1. Common law - based on tradition, precedent, and custom. Gives certain flexibility.
2. Civic law - based on detailed set of laws organized into codes. Only application of law. 
3. Theocratic law - law is based on religious teachings. 

(See with teachers about patent, implication with managers, ….) 
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