
Comparing economic systems: 

capitalism, communism 

Until the publication of the 1848 "Communist Manifesto," much of the Western world 

followed a course where individuals owned private property, business enterprises, and 

the profits that resulted from wise investments. Karl Marx and Friedrich Engels turned 

the world upside down. 

Marx and Engels pointed out the uneven distribution of wealth in the capitalist world 

and predicted a worldwide popular uprising to distribute wealth evenly. Ever since, 

nations have wrestled with which direction to turn their economies. 

Capitalism 

Capitalism is based on private ownership of the means of production and on individual 

economic freedom. Most of the means of production, such as factories and businesses, 

are owned by private individuals and not by the government. Private owners make 

decisions about what and when to produce and how much products should cost. Other 

characteristics of capitalism include the following: 

Free competition. The basic rule of capitalism is that people should compete freely 

without interference from government or any other outside force. Capitalism assumes 

that the most deserving person will usually win. In theory, prices will be kept as low as 

possible because consumers will seek the best product for the least amount of money. 

Supply and demand. In a capitalist system, prices are determined by how many 

products there are and how many people want them. When supplies increase, prices 

tend to drop. If prices drop, demand usually increases until supplies run out. Then 

prices will rise once more, but only as long as demand is high. These laws of supply and 

demand work in a cycle to control prices and keep them from getting too high or too 

low. 



Communism 

Karl Marx, the 19th-century father of communism, was outraged by the growing gap 

between rich and poor. He saw capitalism as an outmoded economic system that 

exploited workers, which would eventually rise against the rich because the poor were so 

unfairly treated. Marx thought that the economic system of communism would replace 

capitalism. Communism is based on principles meant to correct the problems caused by 

capitalism. 

The most important principle of communism is that no private ownership of property 

should be allowed. Marx believed that private ownership encouraged greed and 

motivated people to knock out the competition, no matter what the consequences. 

Property should be shared and the people should ultimately control the economy. The 

government should exercise the control in the name of the people, at least in the 

transition between capitalism and communism. The goals are to eliminate the gap 

between the rich and poor and bring about economic equality. 

 


