THE SECTORS OF A MIXED ECONOMY
LAST WEEK, we considered the three major types of economic systems in terms of their chief characteristics. Your homework was to list the advantages and disadvantages of each economic system. I hope you did the work and you are now ready to move on to the final topic in Unit One. 

In last week's lesson, I mentioned that the dominant feature of a mixed economic system is the existence of two definite sectors ​ the private sector and the public sector. Today, I will outline the characteristics of the private and public sectors, highlighting the differences in motivation and orientation of the two sectors. The specific objective is that the candidate should be able to identify the differences between both sectors. 

WHAT IS A SECTOR OF AN ECONOMY? 

This refers to a section, division or part of an economy. You will recall that the mixed economy has two divisions or parts, the private sector which involves areas of economic activity in which economic decisions are made primarily by individual households and businesses and the public sector where areas of economic decisions are made
primarily by the government. 

THE PRIVATE SECTOR VERSUS THE PUBLIC SECTOR 

* The private sector consists of private individuals, private businesses and the market place. The public sector, on the other hand, consists of state or government-owned enterprises. 

* The private sector raises its funds through personal and family savings or inheritances, borrowing from banks and other financial institutions, selling shares, and through private loans, while the public sector raises its funds by selling government bonds and treasury bills, revenue collected from taxes, grants from overseas and loans from home and abroad. 

* In allocating or distributing the scarce resources that it owns, the private sector is motivated to do so by the opportunity to maximise profits. The public sector allocates the scare resources it owns and in doing so, it seeks to maximise social welfare. 

* The private sector allocates resources to the production of luxury-type goods and services, for example, furniture and cars. The public sector, however, allocates resources to the production of goods and services that are necessary to the general well-being of society, for example, utilities such as water. 

* The prices of public sector goods and services tend to be lower and therefore more affordable than private sector goods and services. 

* Business operations of the private sector rarely operates at a loss. Public sector businesses tend to operate at a loss for prolonged periods of time. 

* In terms of employment, they both employ a significant number of persons in the economy. However, as public sector privatises more businesses and a greater number of individuals become self-employed, we can conclude that the private sector is a larger employer of labour than the public sector. 

* The private sector functions with little or no government intervention, while the public sector intervenes in the private sector to regulate the sector when necessary. 

* The types of businesses that fall under each sector also differ: 

From now on, as you listen to and read Business news, you will be much wiser when such terms as private sector and public sector are mentioned. Please bear in mind, however, that although there are major differences between the two sectors, they do not conflict nor compete with each other. Rather, they complement each other in that the public sector buys goods and services from private individuals and the private sector relies on the public sector for utilities in order to operate efficient enterprises. In addition, the two sectors often give advice to each other in order to carry out their interests. Without consulting the notes from this lesson, see if you can produce a "bullet points" diagram to indicate the main areas of comparison between private and public sectors of a mixed economy. 

Next week, I will give you a test on the entire Unit One of the syllabus. Use the test to evaluate your performance in the subject, so far. Study hard and you will do well. In the next few weeks, I will present some lessons to assist students who are advanced as far as covering the syllabus is concerned. Marketing is one of the major areas of the syllabus and we will concentrate on that topic for a while. I will return to the early sections of the
syllabus in due course. 

See you next week. 

  

