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Introduction 
The economic and political world has always been seen to depend on each other. In that, it is hard for one to survive without depending on the other. Also, it is hard for the world to function without both. Nations have always competed in getting the best political and economic combination that can maintain their country into power over other nations. Capitalism is an economic system that evolved with Adam Smith and was adopted by the United States. During the cold war in seeking the best political-economic system, the United States fought with Russia who believed in the communist system and capitalism won over Russia. For the past 20 years, capitalist had spread all over the world until it collapsed in 2008. 
One of the most persuasive modern capitalist advocates was Adam Smith. He was also a prophet of the new economic order. The term capitalist is used to mean capital. In his explanation of a wealth of nations, he gave reasons why capitalism is an effective economic system. He explained that the economy of the world functions through natural laws (Schumpeter, 2010). He thought that the intervention of the government into the economy will ‘upset' the natural laws. By allowing the private citizens to have economic freedom, the economy is assured of a natural growth
Literature review
According to Marxian system, the founder of socialist theory, the set of production relations contains some capitalist beliefs. One of the main characteristics of capitalism is the fact that the means of production are not manipulated nor owned by the proletariat (Heilbroner,1970). There is a huge transition from capitalism to socialism such that, the proletariat owns and controls the means of production. However, under the socialist system, the remaining feature that is shared with the capitalist is that the economic activities are organized by the use of an incentive system. There must be rewards given to induce labor. On the other hand, Capitalism was founded by Adam Smith which refers to a social system that holds private ownership to the means of production (Boswell & Chase-Dunn, 2000). This system majorly focuses in pursuit of self-interest in material gain. 
Karl Marx view on the principle of labor value, he defined it as the value of the product which is determined by the labor utilized in the production of a good. In this principle, Karl assumed the value of this product was dependent on the labor used to produce the good. In that, the higher the productivity of labor, the lesser the hour of labor utilization in the production of a product and therefore, the lesser the product value.  On the other hand, Adam Smith view on the principle of labor is the greater the productivity of labor, the greater the labor skill. He related this to the effects of the division of labor (Elster & Moene, 1989).
Smith emphasizes on specialization and human diversity. He believes that each individual is in a different circumstance and holds a different possession which helps them to focus on a particular job different from the other person's (Schumpeter, 2010). He also believes in the division of labor where each individual is delegated to a particular kind of job. He encourages every individual to focus in the area on is talented in or one is a profession which he/she will bring out the results to perfection. For a business to flourish, every person should participate in his talented field and specialize in that field. Additionally, for the success of the business and business growth, an individual can trade what he possesses with what he lacks for a balanced economy.
According to the socialist view on wages in the economy, Marx stated that the laborers would sell their labor power to the owner to the means of production (Boswell & Chase-Dunn, 2000). The value of wage was determined by the forces of demand and supply in the market. A greater labor force meant the supply of labor is also high. The wage rate in the economy is believed to be enough to keep the laborers working and looking for more jobs. The capitalist view on wage rate in the economy was that the value of labor depends on the basis of scarcity and utility by demand and supply of labor _ mores particularly by the competition of buyers of the scarce and limited supply.
There are only two forms of capital according to Karl Marx in Socialism system. They include; variable capital and constant capital (Schumpeter, 2010). He defined constant capital as the capital that is non-reproductive while constant capital as capita that changes during the production process i.e. raw materials and machinery. According to Karl, depreciation costs and interests are categorized together with the cost of the product. This form of capital doesn’t have added value to the product manufactured. Variable capital refers to the capital represented by labor power. Labor is taken to be the only sources of product value which is the capital proportions spent in recruiting the laborers. The value produced by labor power is referred to as the surplus and is equal to its value.
In a capitalist system, there are two dimensions to capital goods and scarcity of capital. First, capital goods are said to be scarce as the number of labors and the power to produce a good. The second dimension to capital scarcity is that consumer goods are produced with changing amounts of the capital unit.

Capitalism VS Socialism: comparison
Capitalism is comprised of a free market system with very limited government involvement in the operations. In this type of economy, the government has only three roles to play; first, to protect the individuals in the society from invasion from an independent party and any type of violence. Second, is protecting the society from any form of oppression or injustice and the responsibility of establishing an administration of justice? Thirdly is the responsibility of maintaining and erecting public institutions and public works i.e. pubic roads which will repay the society more than repaying the individual. Also, the government holds the duty of supporting religious and education institutions. However, if the government fails in performing these duties, the wealth of the nation will suffer (Boswell & Chase-Dunn, 2000).
Adam Smith provided that the workers (laborers) are available for work to produce goods as long as wages are distributed as per the market forces of labor. Development of the economy is founded on the living standards and GDP. Technology is observed to be crucial for economic growth. Capital accumulated from the production is saved by the owners of production means. For laborers to get a decent wage, it is dependent on their knowledge, education, and skills. 
On the other hand, socialism is comprised of a planned market economy with unlimited government intervention. The means of production is in the hands of the government. The wage was defined to be the value of the produced product by labor. The technology factor is taken to be the main source of growth in the economy.

In capitalism, due to competition, the price of goods varies. There is a free businesses system in that, anyone can enter or exit in the industry at own free will. They are also free to sell and buy anything in the market. The price inclination makes the society grow. The demand and supply forces that push the prices to increase and decrease; as supply is increased, a price increase follows and an increase in demand for a commodity, increases the price. On the other hand, the socialist system is governed by the government in that; the government owns all the means to production (Elster & Moene, 1989). The government then sets a standard price for commodities in that; the buyers will not suffer as well as the sellers. The government focuses on communal ownership of wealth and property through distributing wages and wealth to all workers and getting all workers in society, jobs, and employment. The government puts more focus on maintaining equality n all citizens and avoid rivalry from the competition.
Capitalism and socialism are founded on the idea of fairness. However, their idea of measuring fairness is what differs. According to capitalism, fairness is achieved from producing, pricing and distribution of goods in the market (Boswell & Chase-Dunn, 2000). It is also facilitated by decision making and private ownership of private property. While the socialist holds a different view of fairness in that, It can only be achieved through equal distribution wealth and collective ownership of property. The government provides equal lifestyles.
The idea of social care is also defined differently by the two economic groups. Socialist beliefs are built around the needs of everyone in a society. As a result, the government sets a high tax rate to afford to pay for social programs to the people in the society such as medical care. On the other hand, is that the capitalist focuses more on handling the social issue as a minor factor (Elster & Moene, 1989). The programs funded by the government are for the transfer of wealth. The system encourages competition which is believed to be the driving force to grow. 
According to Adam Smith, the competition serves to establish prices and increases efficiency for mutual benefit between the buyer and seller (Schumpeter, 2010). According to Smith, capitalism is rational. It creates suitable employment for society. He supports the power of the invisible hand in the economy than the intervention of the government. He also argues that capitalism is the fit answer in expanding the nation's wealth.
Conclusion
[bookmark: _GoBack]In brief, capitalism and socialist system differ with each other significantly. The two economic systems differ with some major factors such as who owns and controls the means of production, their views of the value of labor and wage rate, their dimensions on the forms of capital, government involvement, the determination of pricing systems in both systems and the issue of fairness. However, as much as they differ from each other, they both provide details of history of economic though which provides a platform for the contemporary economic thought. They also provide a foundation of other scholars’ work
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