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Harriet Martineau 
1 am Harriet Mart1neau, wr1ter, soc1ologist and 
act1v1st. 1 was born 1n Norw1ch. England, 1n 1802. 
Throughout my li fe, 1 have been 1nterested 1n a w1de 
range of subjects such as astronomy, h1story, phys1cs 
and econom1cs In 1821 1 started pubhshing articles in 
d 1fferent Br1t1sh newspapers to share my ideas about 
laws. r ights and equalrty 

Econom1cs 1s one of the subJects to wh1ch I have 
ded1cated most of my literary production. In my 
work, lllustrations of po/itical economics, a series 
of fict1onahsed texts. 1 go over the ma1n concepts 
1n Economy, as 1t 1s one of my concerns to make 
th1s knowledge access1ble to everyone Ideas such 
as technolog1cal development. the relat1onsh1p 
between econom1c progress and social development 
or the d1str1but1on of wealth are frequent 1n my texts. 
Thanks to them I have been able to produce a simple 
explanat,on of how econom,c act1v1ty works by 
means of 1ts ma1n components the d1str1but1on and 
consumpt1on of goods 

In arder to understand the d1fferent econom,c 

act1v1t,es and geograph,cal a reas. you are 9 0109 to 
learn about: 

• Econom1c act1vity: components and sectors 

• Econom1c agents and the,r relat,onships 

• Factors of production: resources cao1tal 
technology and labour 

• The econom,c systems 

• Current econom,c trends· 1deolog1es and prob,ems 
Econom,c g lobalisat,on. World econom,c areas 

1 Read the text and answer the follow,ng 1uest ons 

a) What are the main areas of ,nterest f ,r Harnet' 

b) Why d1d she start wr,t,ng art,cles? 

•? e) What top,c are most of her works ab 

d) What 1s one of Harr,et·s ma,n concer 

2 According to Harr1et. what are 
components ,n econom,c act1v1ty? 1 

another one is ment,oned. wh1ch one? 

e ur. t 



GROSS DOMESTIC PRODUCT CLICK HERE

Please, do it
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ECONOMIC ACTIVITY. 
COMPONENTS ANO SECTORS 
1.1 Economlc actlvity 
Econom,c act,v,ty ,s the comb1nal1on of lasl<s undertal<en by people 
tn order to obta1n the goods reQutred to meet their needs These 
goods can be material such as food, manufactured llems and cars, or 
,mmatenal (serv,ces). such as education and health care 

1.2 Components ol economic activity 
Econom,c act1v1ty 1ncludes three bas1c components that enable people 
to meet the,r needs. the product,on, distribut1on and consumpt1on of 
goods 

• Productlon 1s the comb1ned number of goods that result from 
econom,c act,v1ty. 

• Dlstrlbutlon cons1sts of the transfer of products to consumers and 
their sale on the market. or a place where producers and consumers 
meet 

• Consumptlon 1s the use of the goods that result from production. 

1.3 Sectors of economic activity 
Econom,c act1v1ty covers a great range of activities. These are usually 
grouoed 1nto three econom1c sectors, that have a number of shared 
features 

• The primary sector 1ncludes act1v1t1es concerned with the extraction 
of natural resources to be used 1n production, distribution ar 
consumot,on These are agriculture, livestock farming, forestry and 
ñsh,ng 

• The secondary sector 1ncludes activities concerned with 
transform1ng the natural resources prov1ded by the primary sector, 
such as 1ndustry and construct1on. 

• The tertlary sector comprises of activ1t1es that provide services. These 
,nclude transport, tounsm, trade. education and health care, etc. 

• The 1mportance of the three economic sectors far employment 
and Gross Domest1c Product (GDP). or 1n other words a country's 
comb,ned wealth reveals ma¡or contrasts around the world. 

Skills pPOfefS 

Morkets 

The market Is where commod,ties, 
merchandise and other goods are SOkl 
bought and exchanged. There are rnany 
types of markets: consumer, shares, 
1ndustrlal, raw materlals. servlces, etc. They 
are dlstlngulshed from one another by thet, 
products. resources and customers. 

Economlc sectors 

11 ■I 
Prlmary sector 

Employment 1 1.7 4,3 

GDJl 2 l 2.1 
Secon~ sector 

lo~ent 19 24 

GDP 22 34.3 

neto{ 

79.3 n.e 
GDP 77 63.6 

1 2018; 2 2017 
Source: ILO and GDP, respect1vely 

16.7 
s 

35.5 
44 

59.6 

45 

57.4 
16 

n 
30,8 

ll.6 

53l 

In general, the prlmary sector exerts a greatef 
lnfluence on emptoyment and GDP flguteS 
in less developed countries. and a iesser 
lnfluence on more advanced economles. 

The secondary sector 1s lmportant In rr,any 
emerglng countríes 

The tertlary sector dominates the n,ost 

developed countries 

Learn1ng vocabulary 

1 Define che concept of econom1c act1v1ty us1ng the 
follow,ng terms consumpt1on, good. product1on and 
o,str out,on 

Uslng concepts and data ; 
t tnforf1'1ªt 2 Study the table and answer: Wha in eacri 
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does lt provide? In which areas do act1v1ties 
econom,c sector have the most 1nfluence? 

https://www.youtube.com/watch?v=jMTaY6xrT-w
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UNIT @ 

niuo~n:::en:_.::t:.:s:..;o::.:f:.,_e.;;..c_o_n_o_m_ i_c _a_c_t_iv....:.ít.:.:y~-------------------------
~-

1 HUMAN BEINGS 1 
1 

need 
1 

1 Goods 1 

- -----1 Materia! goods f---- -~ 

l 

1 Clothlng 1 1 Housfng 1 1 Educatlon 1 

1 Servlces ¡1-------.

1 

~ ~ + , 
,, , , rrr ,, ,,,, 
.. --

1 Health care 1 

These are obtalned through 
- f j Economlc actlvity 1 .... 

1 

lt 1ncludes 

e ¡11,,¡, --

1 Productlon of goods 1 
[ Consumptlon 1 

Dlstributlon 
of goods 

~IYsin th 9 e economic reality 
3 Make a 11 . 

rnet b st of f1ve consumer goods. What need is 
Y each of them? 

~ ferrlng ¡ f . ® Provocatlve 
4 e - n ormat1on quest1ons 

heck the d •. 
answer th efin,tlon of 'need' In a dlct ionary. Then, 

e followlng questlons: a) Are ali human 

1 
lt ,s d1stributed into three 

econom1c sectors 

1 Primary 1 

' 
1 Secondary j 1 Tertiary j 

- - . 

needs of equal importance? Give an example to 
lllustrate your answer. b) Does advertising influence 
human needs? 

lnterpreting images 
5 Write a text uslng the information provided in the 

visual dlagram on econom1c activity. 
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CLICK HERE ANSWERS
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ECONOMIC AGENTS 
ANO THEIR RELATIONSHIPS 
Econom,c agents are the sub¡ects resOOf\s b le for unoerta~ ng ec:onom,c 
act,v,ty These sub ects are bus,nesses. fam es aro tt,,e State 

2.1 Businesses 
Bus,nesses are the bas,c ur, ts for the proouct on of econom1c gooos 
The1r function 1s to proauce. d •stnbute and sell good.s to cor Sv'"i"ers, 
and their aim 1s to obta n econom1c proñt There are var•ous types of 
buslnesses. They are often grouped accoro1ng ro. 

• Their size_ D1stincuons are drawn between sman-. medium- and 
large-s,zed bus,r,esses, depend1ng on whether they nave :>O. 250 or 
more than 250 employees. respectively 

• Capital ownership. Prov1des a basis to distinguisn bc,..·v,cen public 
enteronses, ,n wh,ch the capital involved 1s prov1ded by tr,e Srare 
private bus1nesses, 1n wh1ch the capital ,s pnvatel) 0\1\'ned: and 
mixed businesses. which combine pubhc and onvate caoital. 

• Social organisation. Th1s allows d1stinct1ons to be dra,~,n oe~,reen 
bus1nesses belong1ng to 1ndiv1duals and groups of oeoole. The 
latter can take a vanety of forms: public licensed companies 
(P LC.) 1n wh1ch capital 1s div1ded 1nto shares; limited companies 
(Ud ) . 1n wh1ch the capital 1s prov1ded by a number of parmers; ª"'º 
cooperatives, wh1ch are collectlvely managed by the panners Vl'ho 
prov1de the capital 

W1th1n the economic drcuit. bus1nesses sell goods proouc-ed oy 
fam1hes and the State. In exchange. they rece1ve an 1ncome. which ~ 
use to pay salaries to fam1hes for the1r work. along w1th the taxEs ,e-.ried 
by the State. 

2.2 Familles and ltle State 
• Famllies are the bas1c un1ts of consumpuon Their function is to 

spend money on tne acqu1sition of goods with the aim of satisfylng 
the1r needs Witn1n the economic circuit, they sell their labour to 
private and public compan1es on the labour mark.et. In exchange. 
they earn a salary, wh1ch they use to pay for the goods they buy 
from compan1es. as well as the taxes lev1ed by the State. 

• The State 1s. from an econom1c point of v1ew. a urut of proouction 
and consumption lts functions are to use its enterpnses to produce 
material goods and pubhc services that are needed by all sooery, 
and to consume goods and serv1ces from pnvate compan1es. The 

aim of ene state 1s to prov1de welfare 

• W1tn n the economic circuit, the State provioes compan1es ano 
fam hes w 1th goods and services (1nfrastructures. ass1stance funo1ng. 
pens,ons. s1ckness and unemployment benefits etc). employs pubhc 
employees and lev1es taxes from fam1hes and bus,nesses 
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Skills pro 
Generat1n9 orig na proo .. cts --1 Droduce a d1agram o~ tat' i' 

- ,...vi ~ 
a conceptual cfass,'lea 
d1fferent ~ oes of buS n?.:--~ 

.--"(~ 
2 G1ve an examo e of an ~ • -

that h.llfi lS tf'e ~ 
descnbed ,n the re t ~ 
classmates to d~ ~ "<lt t) ·-~ ot enterpr .se t s. 
correct the m s~ -

1 
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r~o oconomlc clrcult 

Job 
market 

They sell 
thelr labour 

1 

They pay 
wages 

They pay 
taxes 

► 

BUSINESSES 
Pro duct lon 

◄t-----~ 

◄I-~ 

lnfrastructure. 
servlces and 

fundlng 

UNIT © 

Goods and 
servlces 
market 

They purchase 
goodsand 

servlces 

1 

• 

They sell 
goods and 
se ices 

1 STATE Productlon and consumptlon 1 

They pay 
taxes 

follect lng and representing data 
3 Complete the table below ln your notebook: 

Dtfin1t1on 

Functton 

'nconi. &ource 

Buslnosses Fomllles Stato 

FAMILIES 
Consumptlon 

lnfrastructure. 
services and 

fundlng 

lnterpreting lmages 

...... 

4 Study the diagram of the economic circu1t and 
answer these quest1ons: 

a) Which agents meet 1n the goods and serv,ces 
market? Which meet 1n the labour market? 

b) What do buslnesses, families and the State each 
provide? What do they receive 1n return? 

e) Where do the State's taxes come from? What 
does the State do wíth the money rece1ved as 

taxes? 
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e 
PRODUCTION FACTORS (1). 
RESOURCES, CAPITAL ANO TECHNOLOGY 

o unoertal<e the r activ1t1es bus,nesses use four product lon factors: 
natura re.sources cao tal technotogy and labour 

3.1 Natural resources 
atura resources are e•ernents orov,ded by nature that have an 

econom e use water. the atmosphere. the so,I plants. an1mals. m1nerals 
ano e:,erg:, sources Toe exp101tat1on ot these resources g1ves nse to 

e base econom c act1v1t1es agnculture. forestry, hvestock farm1ng, 
fish ng m n,ng and both energy and 1ndustnal product1on 

Types of natural resources 

Deoe"d ng on how ong they last. resources can be. 

• renewable. ,f they can be renewed over a short penod of time 
(water) 

• non-renewable, 1f the,r renewal requ1res long penods of time. fer 
exal'T'p1e coal or 01I 

The roblems ra1sed b resou rces 

-ooay many resources used to manufacture goods are scarce or non­
,.e.,ewab,e ñ s g ves nse to two senous problems: 

• Exhaustion and overuse. lf consumed at a h1gher rate than that 
oF the r renewal. sorne resources run the risk of be1ng exhausted 
or overused To avo1d th1s problem. 1t 1s necessary to use them 
accord•ng to the pnnc1ple of sustalnable development. Th1s 1mplies 
us,ng them ratJonally so they can meet current· needs and those of 
tuture generat,ons avo1d1ng consumensm, and encouraging efficient 
use. as we I as recychng 

• lntemat ional confllcts. The oes1re to control hmited natural 
resources leads to wars and 1nternat1onal conft1cts Accord,ng to the 
UN these may ,ncrease ,n the tuture due to the scarcity of resources 
cons dered to be necessary (water. 011 and certa1n minerals). 

3.2 Capital ann technology 
capltaJ s the comb nabon of non-natural resources needed for 
product on t nc1udes physical capital, or material elements (faetones 
and mach,nery) financia! cap,taJ, or the tunds ava1lable fer product,on 
(money or cred,t). and human capital or people's product1ve capacity, 
wro ch depends on aspects such as the1r tra1n1ng and expenence 

Technology s Che comb•nation ot knowledge. methods and procedures 
used n the product,on process lt can be manual, 1f a person prov1des 
tne strength and d1tectly handles the tools, mechanlsed, if machines 
prov de Che strength and people operate the machines; or automatlc 
or robotlsed, f che mach nes prov•de both th1ngs and people only have 
to programme and control them 
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In 2000 

Some resources are at nsk of beai,,-r,; 
exhausted or runn,ng out wh>Ch ncreasa 
the threat of confhcts ans,ng ,n O<der ;., 
control them. 

This ,s the case with otl ( A). whoch u~ 
the so-called Gulf Wars ,n the M1ddle E.ast 

Other types of resource are overused Tt-ws 
1s the case w1th the water flowing 1nto iht 
Aral Sea ( B) , ,ts surface area has shrunk oy 
a least 10% s1nce 1960 due to water from tt,e 
nvers that feed 1t be1ng d1verted for 1mganan 
purposes 

·····················································-·-: • • • l ÑICllS 00 Engllsb 
• 
¡ current: of the present time. 
: .....................................................••• 

• 

Skills progress 
Synthesising -
1 Wnte a text explatn,ng 

the 

differences between rene,\lat>~ 
and non-renewable resourc:­

phys1cal and human ':te 
and mechan1sed and auto 

technology. 
h of ciiese 

2 G1ve an example for eac 

concepts 

CLICK HERE
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https://www.dw.com/en/ukraines-war-is-a-battle-for-trillions-in-resources/video-69557225


roduction process and its factors 
fhe 

UNIT© 

1 PROOUCTION FACTORS 

[.'.'.ª11m,1 resourcess J 
1 

1--l ----1 Renewable 

Capital 

.___ Non-renewable 1--- Financia! 

Human 

~¡ 
3 

ng the economic reality 
Choose a 
Prod . consumer good and make a list of the 

uction factors needed to produce it. 
E~aluat· 
~lng SU t • 4 St s ainable development 

ate Wh1ch r . 
bas!!d P Oduct,on factors are used in a company 
W1thin ~n ª 3 ooo m2 factory, located on lts own si te 

n industrial t t • Quafified es a e, wh1ch employs 20 poorly 
Workers Who produce cotton fabrics using 

Technology 1 Labour J 

1-----I Mechanlsed 1 

Robotised 

15 machines. lt also has half a milhon euros ,n the 

bank. 

Raising arguments (Q) 
5 Flnd ínformation on a conflict related to the cont rol of 

a natural resource. lt should at the very least 1nclude 
the causes and locat1on of the conflict Summanse 
the lnformation and 91ve a one-mlnute presentat,on 

on lt In class. 
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PRODUCTION FACTORS (11). LABOUR 

Labour 1s the phys1cal or 1ntellectual effort made by people in order 
to produce material goods and services. lt is an essential factor for 
product1on as 1t enables bus1nesses to carry out their activity, and for 
families. who receive a salary in return for their labour to acquire goods. 

4.1 The employment sitnation 
W1th regard to work and employment, the population is divlded into an 
active and 1nact1ve population. 

• The labour force is made up of the combinat ion of people who are 
1n pa1d work (employed population). and those that are available to 
undertake such work (unemployed population). 

• The inactlve populatíon includes people who neither undertake, nor 
are ava1lable to undertake paid work, such as pensioners, landlords, 
students and those responsible for domestic duties. 

• The labour force participation rate is the percentage of the active 
populat1on 1n relation to the total working-age population. In 2012, the 
world participation rate was 64 %. although there were differences 
between countries. In general, it is lower in areas with a high young 
or elderly population, high levels of immigration. a low-performing 
economy and/or a limited female labour force. 

4.2 The labour market 
The labour market is formed by the supply of work from businesses. 
and the demand for work from individuals. In the labour market, there 
1s a low number of qualified or well-trained individuals. Therefore, their 
salaries tend to be higher and their employment more stable than the 
less quahfied workers, who are more numerous. 

Today, the economic crisis is leading to the replacement of permanent 
contracts w1th temporary ones. as well as the reduction of salaries. 

4.3 Lallour problems 
Unemployment 

Unemployment is a serious problem that worsens during periods of 
cns1s. such as that wh1ch happened between 2008-2013. 

In developed countries, this Is due to the automation of work and the 
t ransfer of economic activities to cheaper locations. In underdeveloped 
countríes, ,t ts due to econom1c underdevelopment and the lack of 
profess,onal tra1n1ng. 

Th1s si tuat,on 1s d1sheartening. lt reduces the State's income, because it 
collects less taxes and has to 1ncrease expenditure on unemployment 
benefits, and ,t reduces 1ndlv1duals' income, lowering levels of 
consumpt1on, sales and product1on. 
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Labour force and inactlve 
populatlon 

Formulas to calculate rates 

Lnbour force p.irllclpatlon rate 

-
Percentage of active populatlon In a count 
Thls Is one of the formulas to calculate 11 "f 

Labour force x 100 

Populat,on of people aged 16+ 

Unemployment rate 

Percentage of the unemployed labour force 
In relatlon to the full labour force. 

Unemployed labour force x 100 

Labour force 

Skills progress 
Making connections 

1 Classify the following individuals 
according to their activity: 
pensioner, shopkeeper, doctor. 
student, teacher, nurse, landlord 

Using sources -
. • the 2 Find a job advert,sement in ? 

·t sk for newspaper. What does 1 ª 
What does it offer? 
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Chlld labour In 2012 Discr imination against women 
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accordlng to global reglons In 2016 

2016 
NIII 
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r,t1 In thl WOt1d In 201 S (In thouunds) 
162 20 " 9,6 Southeast Asia and Paclfic 76.9 59.6 4.4 3.7 

101311 
15-t---t.-- 1------ Eurooe and central Aslca 67.1 50.9 8 8.1 

62077 
7211!1 

10 7.4 
9.6 litin America and the 

~Qlclbbean 
77.4 51,5 6.7 93 

5.3 Mlddle East ano Nortli of 73.9 20.6 8.4 18.3 

5534 
■ ,,_,__ D Asia and 

Rat o1 MD Ocoanla 

■ euq,en1Cr11n11Aa D Am6rtca 
s..-__ , ..,.,, 0rganlz:al!on. 

Working condítions 

Latln,Ameci,· 

North Americe 

South Asia 

S\Jb-Saharian Alrica 

Source: World bank 

• In advanced countries, these conditions are well regulated by the 
5tates' labour laws. and also by collective labour agreements made 
between employers· associations and workers' unions. and by job 
contracts signed between an employee and their employer. 

' In h ot er countries, in contrast. numerous abuses may occur. For 
l!l<ample, the use of child labour affected 264.4 mlllion children in 
2012 Employment d lscrimination against women is a reality in many 
Pf arts of the World. In general women receive lower salaries than men 
or th . ' 

e same Job, have greater difficulty In accessing management 
~
0st5

• are more llkely to work on the blacl< market and find 1t difficult 
, 

0 
balance work and family llfe. 

lherefor th Í\Jlf I e, e lnternational Labour Organizatíon campaigns for the 
op 

I 
rnent of basic regulatlons such as the prohlb itlon of child labour. 

Pos1tlon t . , . , 
bast O gender d1scrlmination and the recogn1tion of workers 

e rights (mínimum salary, unlon rights, etc.) 

68.7 56.5 5.2 5 

79.5 28.6 3.3 4.8 

__J 73.8 62.8 6.S 8.2 

Uslng maps and charts 
3 What ,nformation 1s prov,ded b~ 

the graphs on ch1ld labour? 

Transferring ,nformation-'----

4 In the table above. ho-.v have the 
labour force part1c1pat,on rate 
and unemployrnent rate been 
calcl1lated? Wh1ch reg1ons have 
the h1ghest and lowest rates? 

Expresslng personal opinlons 
5 F1nd out about lqbal r--1as1h and his 

achievements. 
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https://www.youtube.com/watch?v=JcJ8me22NVs


ECONOMIC SYSTEMS 

Econom1c systems are the d1fferent ways o f o rganis1ng and undertak1ng 
econom,c acttv1ty In ord er to ach1eve th1s. three basic problems must 
be addressed. whlch goods are to be produced and how many, how 
they should be produced and who they are to be produced for 

5.1 Tbe capttalist system 
In the cap1tahst system, econom1c act1vity is regulated by the market. 
wh1ch 1s ,...,hy 1t 1s also known as the market economy. The market. 
,.,,h,ch 1s g overned by the law of supply and demand, determines 
,.,,hat 1s to be produced on the basis of the current demand for goods 
or serv1ces: how to produce goods, so that businesses achieve the 
h1ghest econom1c profit and who to produce them for. so products are 
produced far those who can pay for them. 

Other basic principies of the system are the predominance of 
pnvate property, the free circulation of individuals and commodit ies. 
free compet it1on between companies. and the search for maximum 
individual profi t. 

Today, the capitalist system has been adopted by the majority of the 
world's countries. 

5.2 The socialist system 
In the socialist system. economic activity is regulated by the State. 
through plans that businesses are obliged to comply with·. which is 
why 1t 1s also known as a planned economy. 

The State decides what to produce. how to produce it and who to 
p roduce it for, and sets product prices and workers' salaries. 

Other baslc principies of the system are state ownership of companies 
and the means of production, economic planning by the State, and 
the achievement of social equality. Today, this system only survives in 
China, Cuba, Vietnam, Laos and North Korea. Even so, in recent years, 
sorne of these countnes have also introduced prívate initiatives. 

5.3 Miled systems 
Mixed systems combine a market economy with greater or lesser State 
econom1c 1ntervent1on. as 1s the case with what is known as the welfare 
state. 

In these systems, the market and State decide what to produce, how to 
produce it and who to produce it for. Although market prlces result in 
products oniy be1ng for those that can afford them, State intervention 
guarantees that the bas,c needs of ali citizens are provided for. 

Other basic principies are p nvate property, although there are also 
pubhc enterprises. and the search for the maximum Individual profit. 
as well as adopt1ng measures to redistnbute wealth. Today, the mixed 
systems operate 1n many countnes in the world, especially in Europe. 
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How do they work? 

People have 
many needs 

1 -
1 Scarclty J 

The follow,ng must be Ch 
osen 

W(\at to 
psoduce 

Howto 
proquce lt 

Whoto 
PrOdlJCe 

11 fo, 

1 ECONOMIC SYSTEM 1 

: ......................................................... .. 
l Focos on Engllsh : 

• l comply with: act in accordance i 
\ w ith requests or demands l . . ........................................................... 

Skills progress 
Showing interest in the 
internationai reality 

1 Using the diagram above as ª 
guide, write a definit,on of an 
economic system. 

Learning relevant knowledge -

2 Wrlte an incorrect staternent 
• systern. about each economic 

then ask one of your classrnates 

to correct it. 
t tt1e1r 

3 Check whether or no ¡f ctleY 
answers are correct, aíló 
are not. correct them. 
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rhe e J:. 
~ f supply and demand 
111e 1aw o 
~ tahst system. the market is. governed by the law of supply 
1"tr>e binat,on of- goods and serv,ces on sale) and demand (the 
(thl! ::non or goods and serv,ces that people are prepared to buy 

~certain price). 
at• 

High de.nd Limitad suppiy 

f.,.--. •• • ~•-1 :••·~·----·· '•"' r,:.,, 
economic t reedom 

• 

o 

Price rlses Ó~ 
~~t 

-

In a situatlon of perfec:t c.ompetltlon, suc:h as the diagram below 
prlces rlse lf supply Is less than the leve! of demand In the opposit~ 
case, prlces fall. 

Low demand Plentiful 
• supply 

1....... ~ "') .. ,,,,--~ 
o 

Price fallsé ~ i 

: --

• 

• 
• 

•• 

,, 

•
lndex °' Economfc Fl'Mdom In 2018 

MIO Rol&llve Somewllat 
!80-1~) ly free O 1n,e - Falrfy n,gulated - Fully n,gulated 

{7G-79.9%) (S0-59.9%) (0-49.9%) 
li!!l!!!I No dAta o, 

dala unavaltable 

Source; 
The Heriulge 
Foundatio<l. 

l'he Stat . ---..::..: e and c1tlzens 

Securlty 

Educatlon Health 

Heafth care \ / 
" ~ Houslng 

WELFAAE 
En~fronment --- - - Culture 

Freedoms / / \ 
Lelsure 

P~nsl!?_ns _work 

Using outlines {10 Shared interpretat ion 

4 Explain how the law of supply and demand operates. 

5 Give examples that demonstrate measures taken by 

the welfare state. 

Using maps 
6 Which countries have the greatest econom1c 

freedom? Which economic system operates 1n these 

countries? 
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CURRENT ECONOMIC TRENOS (1). 
IDEOLOGIES ANO PROBLEMS 
6.1 Tbe spread of capitalism 
S,nce the 1990s, the cap,tahst system has tended to spread due to the 
near complete d,sappearance of many commun,st economles and the 
decline of self~suff1c1ent econom,es. 

Hovvever, at an 1nd1v1dual level. these cap,tallst systems represent a 
vanety of 1deolog1es, wh,ch vary in terms of the,r degree of economic 
hberahsat,on and the extent of state 1ntervent1on 1n the economy. 

• Neoliberal ideologies defend the total hberalisat,on of the economic 
system, so that 1t 1s solely governed by market forces. They conslder 
the State to be an obstacle to freedom, believing 1ts role should be 
reduced to the 1mplementat1on of legislat,on that guarantees the 
free function,ng of the market 

As a result, neohberals propase that public expenditure should be 
reduced to the m1n1mum. state enterpnses should be privatlsed, and 
salanes should be reduced in order to 1ncrease company profits. 

• Keyneslan ideologies defend a degree of state intervention in 
econom1c act1v1ty 1n order to correct the problems created by 
cap1tahsm Therefore. they promete greater public expenditure to 
protect the poorest social strata, the existence of public enterprises 
and the 1ncrease of salaries 1n arder to create demand for products. 

6.2 The problems wilh capilalism 
Today, the capitalist econom1c system is faced with various types of 
problems: 

• Political problems. The owners of majar capitalist businesses 
1nfluence dec1s1on making by states and maJor international 
organ,sations. Therefore. at times they limit the democratíc rule of 
sooety 

• Economic problems. Free competition does not function in sorne 
cases. Therefore, ,f bus,nesses eliminate their competitors and control 
the market. they can set prices for consumers independently of the 
law of supply and demand. Furthermore. businesses use advertising 
to 1nfluence the demand for goods. 

• Capttalrsm generates penod1c crises. When competítion reduces 
bus,nesses· profits they employ less workers. The result of th1s is a 
decline ,n the demand for products, whereby businesses begin to fall 
and unemployment nses 

• Social problems. At times the search for the greatest individua! 
profit leads to 1nsuffic1ent investment in goods and soclal services. 
wh1ch endangers the poorest soctal groups. 

• Envlronmental problems. Capitalrsm prometes unsustainable growth, 
based on the constant 1ncrease of product,on and consumption. 
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_S_e:--1 f ....;•s_u-'-f f;..;.I c.;;.;l:..::e.:..:n.:..t ~ec~o~n~o~rnles 
lnult people ~ 

Today, tradltlonal or self•suffic1ent eco 
are only malntalned partially, a,;:: 
peoples such as the lnult In Canada 
Aborlgines In Australia and the Mbutl In ~ 
Afrlca (see plcture). In these ec~ 
economlc actlvlty Is regulated by tradrt,on. 

Skills progress 
lnterpretlng sources 

1 What is the role of the State 
in neoliberal and Keynes,an 
fdeologies? 

2 Link the phrase "more market and 
less State" with one of the cap,tahst 
ideologies. Give arguments to 
support your answer. 

Becoming interested 
in the international reality 

3 Explaln why capitalism can 

a) limit the democratic govemment 
of society; 

b) alter the free market; 

e) endanger the weakest social 

strata; 

d) harm the environment. 

Making your own judgments@ 
t Anal~ 4 Select an advert,semen · 

1 
lt and identlfy the strategies 

d mand fot uses to lnfluence the e 
goods. 

wr,at 
Then thlnk and answer d,.,.,, 

• ers a uir attitude shouid consum 
towards advert1s1ng? 
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~ 
llberallsm 

N~ Mllton Friedman (1912-2006) was 
a renowned American economist. 
considerad to be the r ather of 
neollberalism, 

He defended total economlc 
freedom and criticlsed government 
intervention In the economy. 

'íhe only societies that have been capa ble of creating a relat ively 
widespread prosperity have been those that have mainly trusted 
m capitalist markets.' 

'Many people want the government to protect the consumar. A 
much more urgent problem Is to protect the consumar from the 
government.' 

The greatest advances of civ llization, whether in architecture or 
painting, in science and literatura, in lndustry or agricultura, have 
never come from centralizad government .' 

'Although necessary for freedom, capitalism alone is not 
suffic1ent to guarantee it. lt has to be accompanied by a set of 
values and polltical institutions that support freedom.' 

The crisis of the capitalist system 

Kondratlev waves 

Flrst 
World War 

Keyneslanlsm 

John Maynard Keynes (1883-1946) 
v,as a Britlsh economlst. ,..,ho gave 
h1s name to a form of capltallsrn He 
argued that the State should play an 
important role in econom1c act1vlty 
by regulatlng it. 

'As a rule, "dlgging holes to then fill them in" makes no sense.' 

'lt would be better for those workers to devota the1r time to 
caring for the elderly, the needy and chlldren. However. if those 
workers are pald for digging holes and then fill lng them in, and 
they use their money to buy technology, which incentiv ises 
researchers, manufacturers, d lstributors ... so that they cont1nue 
to improve this technology and improve the productivity and 
probably even everyone's quallty of life, then In the end it makes 
sense.' 

'What makes no sense Is to have 6 million unemployed workers, 
with their arms crossed. waiting for sorne 'invisib le hand' to get 
them out of this situatlon.' 

RuS$lan 
RevolutJon 

19305 tollllltañan 
regimos 

The capitalist economy is sub¡ect to 
fluctuations in growth and decline that 
occur wlth a more or less regular frequency. 
According to Russian economist Nikola1 
D. Kondratiev. these cyclical crises occur 
approximately once every 50 years. 

t 
1 

i 
i 

Frot lndumfAI 
~ 

Economlc i¡rowth and 
Franco-Prusslan rivalry 

1870-7 1 

RevolutJons In 
1820, 1830 and 1848 

Ove<J)l'OducUon 
c~sls 
1929 

Sec:ond 
Industria! 

RevoluUon 

1914 

1929 
crisis 

Spanlsh 
Civil War 

1114& 1973 

Second 
Wolld 
War 

Creatlon ol 
the European 

Economlc 
Communlty 

Marshall 
Plan 

011 crisis 

2014 

Ananclol crisis 
In omorglng 
counttioa 

Using written texts 0 
5 Read the texts by Friedman 

and Keynes. Which aspects of 
the corresponding capitalist 
ideologies are reflected in 
them? 

Using graphs 

6 How may economic crises 
have occurred s1nce 1790? 
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CURRENT ECONOMIC TRENOS (11). 
IOEOLOGIES ANO PROBLEMS 
Econom1c globahsat1on cons1sts of the growing 1ntegratlon of natlonal 
econom1es 1nto a global market economy 

7 .1 The causes of globalisation 
• Advances in telecommunications provide instant information and 

enable contact between people and businesses anywhere on the 
planet. 

• lmprovements to means of transport facili tate the transfer of 
merchandise and people on a worldwide scale and enable businesses 
to extend their areas of production and markets to the whole world . 

• The spread of the capitalist system, and the dissemination of 
neohberal 1deology, encourage all types of global exchange through 
their defence of economic freedom. 

7 .2 The promoters of globalisation 
• lnternational organisations have encouraged the economy to 

operate on a global scale by implementing shared guidelines and 
adopting agreernents on a range of economic matters. The World 
Trade Organization (WTO). the lnternational Monetary Fund (IMF). 
the World Bank and the G20 are of particular importance. 

• Multinationals are another powerful set of globalisation agents, as 
they operate w1th a global strategy to obtain maximum proflt. 

7 .3 The global operation of the economy 
The globalisation of economic activity affects the production. exchange 
and consumption of goods. 

• The production of goods is organised on a global scale, as the 
major multinationals locate their factories in the most advantageous 
places. Th1s leads to the creat ion of industries in sorne poor 
countnes. however. at the cost of exploiting local resources and the 
local workforce where multinationals' subsidiarles are set up. See the 
"Graphic Report''. 

• The exchange of merchandise. capital. services. technology and 
tnformation acqu1res a global dimension. The opportunities fer peor 
countries improve. and in sorne cases. these countries have taken 
advantage of posit1ve aspects of globalisation to achieve a high 
level of econom1c growth. However. specialisation in less productive 
act1v1t1es generates high levels of external debt. 

• The consumptlon of goods both expands and becomes more 
un1form due to the mass dissemination of common tastes through 
advertis1ng. In theory, the consumpt1on of goods has grown in most 
countnes However. this consumption is only accessible to specific 
social groups and ,ts ,ncrease leads to an irrat1onal exploltation of 
natural resources and the destruction of the envlronment. 
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Advantages and 
dlsadvantages 

Advantages of globallsatlon ---._ 

- lncreases employment where mulb 
subsidiaries are located nabor.als-

- Reduces product1on costs and 1 
product prices °ltt!s 

- Jncreases compet1tlon between busf 
which leads to greater product quah~ 

Dlsadvantages of globallsatlon 

- lncreases economlc inequality between 
developed and underdeveloped couotnes. 

- Favours large businesses 

- Multinationals lnterfere econom1cally in 

underdeveloped countries. 

- Harms the environment. 

- Encourages industnal ofuhonng lrom 
developed countries. 

Skills progress 
Learning concepts -
1 Define the terms econom' 

globalisation and multinational 

Generating new content -
yed by 

2 Explain the role pla ano 
international organisations 
multinatlonals in globalisatioí\ 



Globallsatlon and lnternatlonal organlsatlons 

r,,•~ 
620 1s a torum ror oconon,lc 

"" rat,on and dobalo, whlch sooks 
~,ntaln global oconomlc stob111ly, 
to conslsl'S or the GB mombors (Tho 
~ ~ed StateS, Japan, Gorn,any, Franco, 
i,i tl1ll ur11ted l<lngdom, Canada and 
n:111• although the latter Is lomporolly 
P\'Cluded due to tho crisis In Crlmoa); 
~ emergtng countrlas (Saudl 
,1,1aa,a. Argentina, Australia, Brazll, 
0\11'111 1ndla, Indonesia, Mexlco. South 
l(Orl!& south Afrlca and Turkoy) and the 
euiopean Unlon as a single member. 

The WB and the IMF 

0 

• -

020mombora 

o oomom1>oro 

CD 020 moml>Ora 

~ TIio twonllolh mombor 
or tho 020 la 1110 
l:uropoon Unlon 

THE WORLD BANK 
The WTo 

\ 

• • 

~9 rnaps ®) 
3 'Ñhi I see, 1 thlnk, 1 ask myself ... 

ch count l 
WTo? Wh res are not currently members of the 

4 W y do YOU thlnk thls Is? 
hich co 

ae1van untrles belong to the G20? Are they 
Ced or und8rdeveioped countrles? 

• 

> 
• O IISO l\00 1/IO !O)) la 
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SoU1h 11"1"" 

.. 
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1. The World Bank prov1des 
technlcal and financlal support 
to developlng countries. lts alms 
are to end extreme poverty and 
promote shared wealth. 

2. The lntematlonal Monetary 
Fund promotes financ1al stab1l, t:y 
and lnternatlonal monerary 
cooperatlon. lt Is adm1n1stered 
by lts 189 member countries. 

The World Trade Organlzatlon Is the sole 
lnternatlonal organ1sat1on that m.)nages 
the regulatlons governlng commi~ 
bet\veen countnes.. lts 01m 1s to promote 
economlc freedom 

Flndlng relevant informat_ion (g) 
5 Flnd lnformatlon on the Internet about these • , 

' internatlonal organlsatlons WhJt are they, -..~ho are 
thelr member coLintrles, what are thelr a,n,s, etc ? 

6 Wrlte a sumn,ary of thls \nformation ,n yoL1r notebook 

' ' 1 
1 
1 
1 
1 

Go to searc:hlng lor hiformatlon ( - _ _ 
In th• presa 11nd on the Internet , 

SKlll 
____ ___ __ ,. 

12\ 



lAN6UA6E BANK 

C SPEAKING 

3 In small groups, analyse the causes 
of globahsat,on and b ra1nstorm the 
consequences 1t has for soc1ety and the 
economy and how it has changed the 
way we hve now. 

4 Talk to a partner about these causes and 
consequences. stating wh1ch ones You 
th1nk are pos1tive and which ones are 
negat1ve. 

(_¿ WRITING 

5 Make a m1ndmap to analyse the 
characteristics of the capitalist system 
1n the field of economy. 

6 mag1ne you are a member of an EU 
comm,ttee that 1s analysing the d ifferent 
econom1c systems in the world Write 
an essay to offer a general v1ew of 
capitahsm. including different points of 
View and express1ng your own opin1on. 

CHALLENGES THAT 

\ LEAVE THEIR MARK 

LEARNING SEQUENCE 

WORK IN GROUPS. ELEMENTS 
OF ECONOMIC ACTIVITY 

, 1 Form groups. Each team chooses a product 
to prepare a research paper on tne ong1n 
of 1ts raw matena1s to 1ts fina consumpt,on 

1 2 Reflect on the need to consume that human 
be1ngs have 

1.3 Us1ng the Internet. research the product1on 
factors (natural resources. labour and 
capital) necessary to create the product 

CREATE A COMMUNICATION ENVIRONMENT 

2 ' Create a webpage where you w 1II pubhsh 
your reports and consumer proposals 
Learn about the s1te and how to create and 
develop 1t 

2 2 In class. d1scuss and agree ori a the deta s 
of the webs1te that you are going to create 

PLACE OURSELVES IN THE ENVIRONMENT 
IN WHICH WE LIVE. 

3 1 Reflect on the market economy and 
global1sat1on in your da1ly hves 

3 2 Each group has to present the oos t1ve and 
negat1ve aspects backed up by reasons of 
globahsation. as well as the ma1n features 
of the type of company that makes ene 
product. 

3.3 Research the materia,s cnat make up your 
product and whether access to lhese 
materials has caused conf 1cts over the 
control of them 

for gu del nes go to anayaeducaclon.es 
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