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compromises necessary, are all made by md1v1duals
who have been selected by their fellow citizens to
guide t} thé Hand of authority in ther ways that best
gerve ti?aeu colntry. An‘“th“r effective method is to

take partun the'workmg fthe government 1tself

'3

DoEs
government leaders 1nc:lu 1ng clty c:ouncﬂ members,

P e

because- workmg to rnake\a party stronger

certain cand1date elected can have a real’ lmpact on * 7

laws and ‘policies at all levels of govemment S

The: srmplest way to- pamcrpate.m politics is to &

vote, to exercise'the r1ght to speak'and be heard.
Voting at every level, from national’ E? 19§31’$%§9,19% 0,
enswre that the needs of the people, are*bemgdlfeara

tvs £
and addressed. Being informed and pautrcrpatmg are
rights afid responsibilitiesof every citizen: W
143

Civil Society Asyou have seen,the Amencan L
democratic system provrdes citizens wrth_ many. ; .-
ways to fulfill their responsrb:hty to parficipgte -
in the political process, Other useful véhiclesifor:,
participation are the many associations.and groups.,.
that constitute civil society. L w0 ted

Civil society is.that Private area-of Arne'ricanrlife
outside of governmental mstltutrons oL, mterference
It includes'any voluntary _e}ctmty,m,whrchgpeople*
join together; for=socralncultural,grehgrous geconomlc,(
or political purposes, and it functions. o, the basig of
trust and shared; values 1. P ewnlile

le society, promdes gpportunit les! forvpeople to
join together: ‘o advocate for«tl'ungs theyfbeheve i, -
and-to make hfe better; £I‘hey do thrsm ANy, Waysy—
by Jmprovmgihvmg standards and nelghborhoods
undertakmg charitable work, ]ommgrmtematronel i
orgamzatlons suchas, the Red Crossjoining-interest
groups, working to rmprove human sights, and so
on, The:1963-March-on;Washingtonforcivilrights
Is an example of civil society in action,as;is the Ten,
Point-Coalition, a national group of Black P‘l‘mencan, :
ministers targeting at-risk youth. i.n-their corrununitle_e.

A constitutional democracy l1ke4:h Umted S e
States recogmzes and protects the; exrstenceiof.](
oivil sogiety, because the-exchangg:ofideas and v,
positive actions makes for abetter,functioning, more
effective, more stable nation. Government.does soin

aﬁw R A

e v
mr%%gh const1tutlona1 guarantees such

= xr SR e e
or by helpmﬁ to create a.safe enwronment m wh1ch

7l ’srasz.

01tlzene’can Itlrrrve‘, .
At e sanmb time, civil somety makes it possﬂnle
for, 01tlzensit,o{mﬂuence government inways:( other‘
than votmg and eIect10n5 In non—dernocratrc
natlons thea assomatrons and activities.of civil
soole“ty,;are}often underm_med or even illegal. In
thesesocieties, people gannot work to improve their.

srtuatrons or thosesof others. s
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Democracy and'the Free g
Enterprise System.

The Armiericanicommitment to freedom for the
individualiis:deep:rootad,-and it is as evident .
irvthemnation'slecohomic system as it is in the
political:system: ThesAmerican econonic system

is often called:the:free:enterprise.system. If is

an economic'system characterized by the private
ownershiprof capital godds; investments made by

arfy J3
W3R BRYue 4
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»> The four pillars are the basis for frée enterprise, or capitalisrn, in the United States.
Analyze ‘Charts What are some examplas of each pxllar, such as home ownership or FEa |

starting & businass? ' Hnov by oam
g

LIS

+

private.decision, not by government directive; and
success-or failure determined by compatition in the'
marketplace: The fréd entetprise- sys"cenfi's‘l‘j"é's‘ed’
onfour ﬁg:‘ndamel}tal factors private ownersl'up,

A v Fay

md1v1dual 1{nt1at1ve proﬁt and compet}?ﬁ}o
s “ ”:” (L

BT
; government‘to%gg
e f»ghonyﬁnﬁ’é?

any 1tem 1s to se]l for
made {1 the ma:ketplace“Ml}hons of producers
and consumers obey: ﬂie unwnt’cen law ofi supply
and demand: When supphes oﬁgoods and semces
become plentiful, pnces will, ’Eeﬁd to drop Wf;en on
the' otherehand,gsupphes <becdfi1e ":'cax}we‘fpnces will
very hkely rise. BET #
Democracy and the ffeé’ enterpnse system are-hot:
the same thing: Oneisa pohtacal_ system .and the-
other is, an .economic system ‘However both are fnm]y
based~on the, concept. of md1v1dual freedom.. Amenca ]
expenence ‘with. both: systems ‘_‘leaxly suggests that’
the two;emforce one’ anothemn Acticer  + ﬁf ¢
Because the Umted States isa democracy, T
Arhericans en]oyéaJongrllst“o' *g:‘:eho*
These include the 1ght to choose on s,work,ythe
right to join or not join labor umons and'the right'| to¢

.
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somety because they promote equality and'e
]ustaand favorable condmon for*a]lng
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Government and the Free Enterprise System: .
The basis of theAmencan econormic system is
the free market I?gﬂ}.vever government does play a ..
role:in the American economy, and it always has. |,
Government's participation in the economy serves -
a two-fold purpose: to protect the pubhc and to
preserve private enterprise. ™ " HH
Government's participation in the economy can
be seerr’at every level in thig country: national, State,
and-locel* Hererare but a few examples: Economic '
activities are regulated by government through *ﬁaﬁg
antitrist laws, pure féod and drug laws, antipollution
standards, and city and county zom'.ng ordinances
and building codes. . 5 Fdrasae  TE EA
» The nation's economic life is promoted inagreatm
number of public ways. Congress grants copyrights «
and patents to artists and inventors to protect their»
ideas and work, thereby fostering competition *@is
and entrepreneurshlp in the United States. Thes. #=
govemment also grants money for transportatlon "
systems and the growing of particular food crops,
puilds roads and operates public schools, provides
services such as the postal system and weather
reports and much mére.
5 Thus some activities that might be carried out
pnvately arerin fact conducted by government. o
Public education, local fire departments, and city bus
systems are longstandmg examples of the point.
How much should’ government participate,

-_i} tfx

Fo? i

ik
i .
i regulate promote, pohce and serve? Many heated
R IR debates in American pelitics center on that question,
§ b and we :are ofteén reminded of Abraham Lincoln's
%!;7 LN adwce about the object of government T
TR & i
3
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EJ’ LIST What? are the: four, actors ‘of- the free
enterprise- system’?ww“a R Rl
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- 1;, Draw Gonclusions,Why is democracy,the "
i; political.system of the U.S. gevernment? |

2. Apply Concepts Explain the ideas behirid
majority rule and minority rights.
3. Explam Why are czvnc and political part[mpatlon ,
lmportant’?
4. Ana!yze Analyze the impact of citizen
participation as a means of achieving political
and social change.
5. Apply Concepts How does supply and demand

+ work?

1.4 The Basics of Democracy 39
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Freedd?m of choice and
competltlon mean that avast
variely of goods are avalia}:;le” et
in:a capitalist economy. Hete, 1t §
shoppers peruse wares at
historic Charleston C:ty Market ih

South Carolina. A
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.,,BOUNCE toActwate;Fllpped\Vldeolu 3 Types Gf Economlc

Objectwes
&sr:ﬁfq it
ldentlfy the factors of. productm

Understand the role played by the Natiopal
Government in both the public and pnvate
sectors of the U.S. free enterprise system.

Understand the relationship between U.S.
government policies and the economy.

Describe the fundamental factors in a free
enterprise system and understand how
the government fosters competition and

b : tenireprengurshipaas well.as: showigovernment
regulatmn can restrict pnvate enterprise.

R0

(e

.
Key Terms e
capitalism” collectivization
factors-of production pnvatlzatlon n
capital Great Leap Forward:
entrepreneur command écondmy
free enterprise ﬂrliam Smith

systemv TS T

free market

law of Supply and " Jb

wto b

demand I\‘{Ilkhaxl GorbachE’ i
_monopoly leeI Castro
laissez-faire theory Mao Zedong
‘socialism eng Xlaoping, 4y
-~ COmMMUNIsSM
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Systems barostomde
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You have confronted these questions several times already: What
functions should a government undertake? What should it have
the power to do? What should it not be allowed to do? These
questions are particularly significant in the realm of economic
affairs.

Gapitalisné,and the Factors of
Production: - i

VIS v 9 o 28 .
Ouestlons of‘pohtlcsan 5econom are.inseparable. The most

anortant economic qg%‘estlons faced by«a.natmn are also political
questlons For example™Who's should ‘decide what goods will be

r&;‘,gproduce\ﬁi'? How. should .goods and services be dlstnbuted and
;g.rg‘ér

exchanged? What types‘of income ordpxoperty ought 0 be taxed?
(;Whatxsomal services.shotld:a- governmentmprowde'?- ’
Capltahsm provides one response to these diiestions.
Capltahsm is an economic systeggn in whlch dividuals are
free to own the neans of productlon ‘and maxumze pIOfltS Many
aspects of capltahsm will be fan,;;‘li; 0 you because the United
) Stat : ‘and most ofher natlons i the world today*lfav adopted
this ecenomlc system O T Fu s

s TR |

Certaln-resources are necessaxy to any natlon s economy, no
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Laﬂd Land%whroh m{econormc ferms includes ™} and skﬂls that;}_,q%kgrs galrri;;irorrgthcalr)a.ygr}“c_1 f-%egi?
all natural resourcesyis. an important factor of #_+ . eXperences—an: 1nvestmq§‘nt themselves
5 productlon Land has a:aranety of economic. usesy 1} i ~One, who owns capltal?en_ putsnrt e productrve 5
guch as.agriculture;. mining, and forestry. Along Wlth ‘usevlsrcalledrakc_'a prtalrst &That term is applied to
farms and other I PIOPerty, economlsts categorize - peoplf who,own large busmess?s or.factories as.well
the water in rivers and lakes and the coal,ron, and as mvestors andvthe&gqmers rofismall businesses. The
petroleum found beneath the ground as part of the American econom;&rsgcglje caprtalrstrc because
et ¥ “its. growth depends very,largelypon the energy and
N 1 dnvehofsthousands of, md1v1dua1 capltahsts,,notithe

Capital A second factor of production is capital—all governmentm.g?ﬂs‘ r W.,_,. s oemtew ot

E R

the human-made resources that are used to produce_ Lanledun Boleg o8 Lonvat 11 4ot W
goods -and services. Physical capital (also called . Entrepreneurs To‘actuaﬂyqproduce goods and

£

s ;‘capltal goods }includes the buildings, machines, sewlces someone must bnng together and.organize

iy

Computers and other materials workers need to : th factors of_productron* Al:li entrepreneur—

< r ¥
and services™Note that capital is a product of the ,, «  * the dnve and ambltlon tO comblne Iand labor, and

economy that is then put back into the economy. cap1ta1%resourcesqto producex goods or, offer serviges,

HR e T ank(?e': p-c:

Labor Yet another factor of production is a human # start. busmessesg and make them grow creatmg jobs

MRUEUA T WL ek twi iy
resource—labor. Men and women who workin .. andlgoods;and semces thatrcontnbute 1o a high
mines, factories, offices, hospitals, and other places stangﬁrg qf}hvmg
: : . . , PR
all provide labor that is an essential part of a nation's )

vhr"fr- eyt o«
economy. In a capitalist, or free market, economy, » 3 El

i

DIST, NGUISH Are al] capttahsts entrepreneurs?
individuals "own" their laborrand~can{selglt~to;any. Explain. ,

=)

employer. Human capital includes the knowledge«
~5ed et Wonpadiges ovienet vadl veq odt .y
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ENTREPRENEURS: e
risk-takers with the skill and AND SERVICES:
drive to create new produts items people buy and

or sewices for the n]arket the {hings WOI‘kEI‘S dD fDr
others or the community
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| snabEmes kol Wsye) 4 diherd e oy WM* e 4 ¥ CARPENE

2> Land, labor, and capital are the building blocks of the economy known as the
‘ faCtors of production. Analyze !nfurmatipn What role do em:repreneurs play ina
- Capitalist economy? T
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The\ Amerlcan Free {ar ™. Private 0wnersh|p In a cap1tal1st1c system, private

FIE, mdmduals and companies own most of the factors

Enterprlse System of productlcn—the basic resoirces uged to produce
Capitalisth §5 ofterrfeferred toas a free’ enterp - goods and services. They decide how this productive
system. ‘which'is an economic system’ charactenzed propetty will be used—for example, to build a

by pnvate ownership of capital and by \mvestments% ¢ busijess or invest in technology. What the property
that &ré-etermined by private decision, fbt byss’ 4,5 ﬁrcduces is theirs, as well. The owners of productive
pubhc dﬁthorlnes This system needs a free ¥ *  property are sometimes individuals, but more often !
rharket;a market in' which buyers and se]lezsﬂre .. theyare groups of people who share ownersh1p ofa
free to buy-and sell as they wish. A free ma:ket fs v compahy. i ; -

most likely to exist.in a democratic nation, siich as" Tn'the Amencan free enterprise systern the right
the Unitedl States, where security and théTille of laws .10, acqulre use, transfer, and dispose of propetty

are protectéd by thé govermnment. a4 ek e i is one of a long list of economic rights held by the 1

A free énteiptiss system lets constmérs;, £ T; 2¢  people. These rights have been secured through-the

entrepreneurs and workers enjoy freedorn of—. whoweﬁ"% ;" 5th and 14th Amendments, which declare that no i

A

Consiimets can chodseé from a variety of’ products - person may be deprived “of life, liberty, or property, i
and servmes’“EntrepreneuIs can switch frcm e ‘?@3“ without due process of law," as well as through court
businiess$o another. Workers can qit thif jobsfand ©  cases and legislation. The 5th Amendment also says
seek new ones, and they can choose to orgeﬁu'z'e v# %  that “just compensation” must be paid to owners ! .
laborinidnsag'a way 10 bargain for better wcrkmg when their private property is taken for some public ! * )
conditions or benefits. + ‘-* %gf"“ T, use. These rights are vital to individuals and society

A capltahstm system—a free enterprise a ‘:‘ because they promote equality and ensure just and
system-is'based on four fundamental fActors: ;u;ﬁ ’“ -* _ favorable conditions for all. Jeildtigensal ¥
private ownershlp, individual initiative, profit;’ and f‘ 3 In a free enterprise system, fidividials 6Wn'the
competition. . right tclthei”rfown"fl'abcﬂI‘H’éﬁ'séll‘thét‘lﬁbbrv Bytaking

a job, and the.pay:they:receive fépresefitsithe price
paid for their work:Individuls'also Havelthe Tight
to join or noti cihflabot sumonstIniotherreconomm
systems vworkg; Ts! may?havezhttleichome\aszto the .
kinds of work they will-do-and httle opportumty to

change 1obs crwmcre,ase, t_heu,eggungs .

are an essentlel factot in the product1cn of gcods
* and services. Under a free enterprise system, all
individuals are free to start and run their own
businesses (their own enterprises). They are also
free to dissolve those busmesses . Importantly,
the atmosphere ofa fzee Juaxket as well as a free
soc1ety that encourages the exchange of ideas, can
- and ofteri does lead to mnovatlon:and scientific
anc‘l technolcglcal d1scovenes‘ y A]l these conditions
promote growth in;the eccncm snd often unprove
the quahty of everydayhfe ‘

a ‘;

s md duals gre free :

I
&

“The Profst Motwe st
" - tO ‘choose how' they wﬂl spend ot- mvest their
capital in a free enterpnse systemn, they are also

entitled to benefit from whatever their investment
-or enterpnse earns or gains in value. ’I‘he proflt
g ;notwe is the desire to gain from business dealing®-
It drives entrepreneurs to-efeate:gocds and sezviceS
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ty > A surplus oceurs, m{hen supply 1s§h.1gh .and: demand is: low-Equxl.Lbnum cccurs
d when;, SUppTIE}En and demand ar@é“wl.n“'belanv::f’e?c ”Analyze Graphs Whgt condmons are ;3 b
necessary TforiA: shortage to octmr?3 }{?if, "’3*‘?‘ - ;Hi*‘%%é&i— Aefy.
N L% bynsar ¢ hin g srfa .emizesn: (T s cre
ing' , cAfLe + o n cobA vllooletiois show 24w
e g™ wn A0 W cisafDmikesigee olesls
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The' Rdl ‘of| Compet:tlon The A Rl AT L becomes so successful that all its rivals go out of

-‘? T
or start ainew busmess%t any't1m l‘éﬁﬂg r"}m bo ile
competn:rﬂ | ‘Compesntlon i sRna e
anurnﬁe‘r’o coriibanies “offer, ”rfzrﬁefxbr‘c”)dﬁgmr St Ok
K= Yoa, iy M xp}
semoes They must compet > agal W}t ogéagﬁanother for
customers Ina free enterpnse sys?:er%‘}”compenti’on‘ "
A . FEEEDT, ﬁz{o}?gﬁ*ﬁ{wﬂf*ﬂ k]
often hel s to hold down pnoes an}c}lé‘&ee% gli?};l Vet
hlgh Thig' 1s usually the casé be%eiuséj cust%mers‘é'}
11kely"t'o€buy ‘from the ompany With. gy pro uo;c
at the'IGwest price. ‘Competltlonsgﬁi’émotesgefﬁ‘oféﬁé’y
: o Je A Hyir
* the producer‘has the mcentwe (more sale?sl torice? 501
costa m o %%q&s ol z:‘&%ziﬁ%o’fa bie
1l ,f' A .
Under these cornpetltwe condltlons tllﬁe‘; %\?\r t)’f‘m
. Ve i MKWW
supply and demand determmes tb market‘pnce
ARG S A
for goods or ‘Hervices, Supply IS“the quan 1ty of goods
Sk
or servrces avaﬂable for saler at &’ range ofjriance z'Asm
o :g: ST Y
the B prlce mcreases" more'of a product w1£1{l De offered
b AU S T P
for sale Demand is buyers des1re and a£1]1 Vo ’h bﬁ‘
. i;\ 6 ’:i
DUIchase a good or'service. ik s’ fﬁ& el
w4 1 H&\.q:;" y
Afthe? pnce falls, more of a produ1 t%vrll‘be g
demanged by buyers If supply mcreasésfﬂ d}# s T
demar}d réfmding‘tHe same, pnces WAl falI?If den:.and
deoreases and supply stays the' s"érrﬁLe“ ﬁﬁc’m'\ﬁﬂl Edvr
. also fall’ On the other hand, if! demand mcreases ‘and:.
i R AER BEEALTES

I8 Supply%emams the sams, prloe Wi
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AN Monopolles and Trusts Compe%ﬁoq%ﬁgéé fﬁt?":‘” iR

aIWays work smoothly. Somenmes a smgle ‘business

busmess A ﬁrm thatis the only source ofa product

[RVETE TWeS I3

or servlce 1s called a monopoly Monopohes can be

pOWerful»J the*maﬂ{et 1ac
s
Dea aéﬂng‘ it

ally;

s

. E7) YRRy o
pay the mo opoigés;pr1ce or do mthout‘ .

IR e
=iy theilat‘e;ﬁ el ;cjeenth century, polrtrcal leaders
3 2, = m BRI, e
%?ﬂﬁ%gra Jua‘lly,ﬁlgwecame convmced
ol Sl bl

T o a A
onopolles were stlﬂmg competrtron o

a ¥ of
monopohes——and thus foster entreprene
today The' She '“3‘1"1 Pfi’l 3t
“avery oontract oombmatlon in the form ofa trust
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or otherwise, or conspiracy.in restraint of trade or
commerce among the several States ar with foreign
nations.” B

P
3

ey T e e jat? 3 b bt Ry

Again acting under 1ts COMMINEICE.ROWEL,,. » yro o
Congress gstablished the Anti-Trust D1v151on m the
Department of Justice in;1933, to furthgr *p%;!oémote L
entrepreneurship and fos;ter compe’t:rtlo;ﬂ*ff*’I‘he'gngw
Anti-Trust Division monitors business: actwrtles
to determine whether; compet:ltlon)vvrthm an
industry is threatened It can, for example, stop
the sale or merger of a company. if that move

Ty
threatens competrtron

-,
-,
4,

a partloular market On
1are occasions, the Justrce Department has acted to
breakup a monopoly to Testore competmon - el
The Constitution o?ffers several’ other protectlons
that foster both compfatréron and entrepreneursh.rp
Thus, for example, £
the power to regulate commerce wrth forergn nat1ons
and among the States to. estabhsh bankruptoy laws
to regulate the value of U.S. money, ¢ and ‘oo provrde
for the punishment of coﬁhterfeltmg T
All of these protections together create a, \
framework within which the free enterprise system
can function. This means that entrepreneurs
can start new businesses and compete in the

.

.- that time, inventors and entrepreneurs have invested

clze e Sect10n¢8 grves,Congress,.

3
=

marketplace knowing, for example, that thereis a
uniform national cuirency. .
_Another economic right neld by Amencans is
found in Article I; Section 8 (Clause 8): Here, the
Constitution specifies that Congress can grant
mverrtors the exclusive Right to their respective
Wrrtrngs and Discoveries.” From these words evolved
the U 5. patent system, created in 1790 when .
Presrdent Washington signed the Patent Act. Since |

%

money and effoit on innovations, secure in the , &
know]edge that others cannot copy their ideas for a
given period of time—today, genera]ly twenty years
. Finally, the 5th and 14th amendments forbid _
hoth the Federal Government and the States {(and

their local governments) from acting in any unfair

or arbitrary way. These amendments apply to
businesses.and cofporations, as well as individuals,
Thus, for example, the government cannot take
corporate property without due process of law.
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Lalséez-Falre. Iyicap;

VALK St L i R
phr!osophers beheved thatrrf‘only;government did.
+ not interfere, the free enterprise.system would
work:automatically. Adam,Smith-presented. the
classic expression of that view in hisbook,1The
Wealth of Nations, in 1776 &%%%Wotexthatﬁwhen
all mdlvrduals are; freerto{pursue the}r icown.private

mterests Al 1nvrsrb1e hand;. WOIkSntO promote the
SN i e e Tilesn BRI e
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farre caprtahsm Larssez-farre
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general wew“l*fjare In,short, Smlth,mtroduced larssez—
ench 1d10m
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meanmg,,

rioletalones = ez

wiptan e s Al a1

. .Lalssez-falre theory§holds thatggovemment

g:aml,_

shouldbpﬁlay—rorﬂyra verg lnmted hands off roIe n

sogiety, cor;rgnﬂeg ito:: S}»éorergn relatlonsignd,natlonal b
defeneei {2}, thde maintenance. ofépohoe,ae‘nd gourts E

to protect prNat:}eﬂ]::;rvopert}{i and, the}hhealth safety.

and mora]s of; the{people,zand,(S) those;fewgother
functlons that cannot; beiperformedgb éprrvate
et %55 A2 SRR R ST B
enterpnse at a profrt ,:I‘heiproper ,rol%gf‘govemment
Eeconormc affarrs should be restncted.to»functlons
T anF o U e gI PSR

mtended to, promoteiandprotect*the Hree play of
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competltron;and the operatron of-athe laws of«supplY

and demand i %E’:ﬁﬁﬁ:ﬁ;? ittt i 2} b ue:l

e Ay M.m!f'
True lalssez farre» i A5 TIEVET, A1, Jact

\ag ) etgrt,has a profound effect
T PLiTE: ;k.*;&} “@gv YRR
1on the structu_r?e ofithel nxetro%hl QQ} cisystem,
which.can- be descnbed asy alssezifaire capitalism
e LT dever S Y -;z__r;«; )
ent mvolvement
= A *y_%_ pTE RN, g{il'r"f,ﬂe‘*n
: T TR e e i
™. An ANALYZE INFORMATION Cho osej% & of.the four
. ) f e . A A T 0N, % <) why it
I

m‘di{ex ain
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»» This engzawng ahows econommt A
believed that govermment regulations on commerc a.re
l-founded and counterproductive.
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