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Discussion
1. What is the difference between laissez-faire capitalism, the command system, and the market system?
Laissez-faire capitalism states that the government should not intervene in the economy. The economists demand that the government to vest power upon them in making economic decisions based on profitable outputs. For instance, in a Laissez-faire economy, economists would want to dictate the salaries of their employees. They oppose government policies such as minimum wage laws and other workplace safety laws. 
On the contrary, the command system is an economy in which the government controls all the productions, use and distribution of income. The decision-making process is centralized. This implies that, unlike in Laissez-faire, the government dictates the factors or products such as the unit and prices of the commodity. In a command system, the individual business owners cannot regulate their prices without government intervention.
Like Laissez-faire economy, the market system opposes the interference of the government into the production, consumption and distribution of goods. It is called a free market economy since the business owners have the mandate to make their personal economic decisions basing it on their self-interests. Therefore, a firm can decide on the type of good they want to produce, the distribution and the pricing by themselves.
2. How does the "invisible hand" operate and why do market economies usually do a better job than command economies at efficiently transforming economic resources into the desirable output?
The "invisible hand" is an unobservable market force that results in the equilibrium of supply and demand in a free market. A high demand of a certain produce results into increased production of the same. Increased production leads to flooding of the market with the same good lowering the price. On the other hand, the higher the price of a particular good, the lesser it will be purchased; thus the firm is likely to run on losses. Such natural market forces help in obtaining an equilibrium of reasonable pricing for a reasonable quantity of a particular good.  
Command system restricts people to certain prices and amount of production. However, in a free market, the business owners have the freedom of deciding the price and unit of production of a certain good. The people work for their own self-interest, which motivates them to work harder for profits. For instance, for a person’s goods to be bought faster than the rival, they may lower the price or improve on the product’s added value. 
3. What is the usefulness of the total revenue test for price elasticity of demand?
The total revenue test helps in determining the elasticity of the demand. If the total revenue increases with increase in price then the demand is inelastic. Whereas, if the total revenue reduces with the increase in price then the demand is elastic. 
The higher the price of a commodity, the lesser likely chances of purchase. This also affects the demand as people shy away from buying an expensive good. When people fail to buy the good, the total revenue is deemed to reduce as compared to the initial sales. 
Total revenue test helps the business owner to determine their pricing equilibrium. A firm will only price a commodity to an affordable amount. If the commodity proves much expensive, it attracts lesser customers. The total revenue test also helps in gaining competitive advantage. If one company offers the same service at a higher price, the rival may offer the same service at a slightly lower price to attract many customers.
4. What are the factors that affect price elasticity of demand and price elasticity of supply? What are some applications of each? 
Factors affecting price elasticity of demand include the level of price. The higher the level of the price, the lower the demand. On the other hand, the lower the price, the higher the demand. The income level also affects the demand for a certain good. The people who earn higher spend more on products without constraints than the people with low income do. Therefore, an increase in price of a certain good reduces the demand of the same good by the low income earners than the high earners. Additionally, a product with an immediate substitute faces elastic demand. When the price of such a product hikes, the consumers easily shift interest to the substitute. An application on laptops and matchboxes. An increase in prices of a laptop affects the demand elastically unlike the inelastic demand that occurs with the matchbox since the demand remains high. 
Factors influencing price elasticity for supply include stock of finished products. If there is a high stock of finished product, the firm can manage the demand thus increased elastic supply. The elasticity of supply is also affected by the time of production. The loner the time allocated for transition, the higher the elastic supply. For instance, the higher the quantity of milk, the higher the demand hence a higher the supply. 


