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Economic Systems - Communism 
 
How a planned economic system tries to solve the economic problem  
 
Read the information about a planned economic system and answer the questions that 
follow. 
 

Communism (also known as a command economy) and socialism are planned economic 
systems.  
 
In communism all assets belong to the government. This means there is no private 
ownership, only public ownership. A central planning committee plans all economic 
activities. Only a limited list of goods and services are available. Consumers cannot choose 
what to buy. They must buy what is available. Private enterprise and entrepreneurship do 
not exist in communism. 
 
In socialism the means of production and distribution are owned by the workers 
themselves. Worker committees and associations do economic planning and make 
decisions. The goods and services available depend on the efficiency of the workers. A 
socialist economy is planned to benefit society as a whole. There is no private ownership 
since benefits are intended for the common good rather than the good of the individual. 
 
Since communism benefits mainly the state, many people in communist countries are poor. 
Although unemployment does not exist, people do not earn much. Socialist countries have 
equal distribution of wealth, so you get neither very rich people, nor very poor people. 
People who cannot find employment receive social welfare benefits. 

 
a) Who decides what goods should be produced and how many goods should be produced 
in 
i) communism? 
ii) socialism?          [2 marks] 
b) Who decides how the goods should be produced in 
i) communism? 
ii) socialism?          [2 marks] 
c) Who decides for whom the goods should be produced in 
i) communism? 
ii) socialism?          [2 marks] 
d) What would happen if the wrong decisions are made and there is an undersupply or 
oversupply of, for example, bread?        
           [4 marks] 
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Suggested Solutions  
 
 

Question 
number 

Possible 
marks 

Solution 
 

 
1 

 
10 

 
1. a) communism: central planning committee 
b) socialism: worker committees and associations                        [2 marks] 
2. a) communism: the government 
b) socialism: the workers themselves                                            [2 marks] 
3. a) communism: the state 
b) socialism: the worker committees and associations                  [2 marks] 
4. If wrong decisions are made it means that the people themselves will 
be disadvantaged. Either there will be resources lost when there is an 
oversupply of bread (the bread will go stale and could not be eaten), or 
there will be an undersupply, which means people will go hungry. 
Under communism, the state would be to blame for taking the wrong 
decision. Under socialism, it would be the workers themselves who are 
to blame,cs because they make the decisions.                                              
[4 marks] 

 
 


