
what countries use a command economy

what countries use a command economy is a question that often arises when
studying different economic systems around the world. A command economy, also
known as a planned economy, is one in which the government or central
authority controls the production, allocation, and prices of goods and
services. Unlike market economies, where supply and demand dictate economic
activity, command economies rely on centralized planning to make economic
decisions. This article explores the key characteristics of command
economies, identifies the countries that currently use or have used such
systems, and examines the advantages and challenges associated with this
economic model. Understanding what countries use a command economy provides
insight into how different nations manage resources, development, and
economic growth. The discussion will also include historical context and the
evolution of command economies in the modern world.
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Definition and Characteristics of a Command
Economy

A command economy is an economic system where the government or central
authority makes all decisions regarding the production and distribution of
goods and services. This system contrasts with market economies, where these
decisions are made by private individuals and businesses based on supply and
demand. In a command economy, the state typically owns major industries and
resources, controls prices, and sets production targets.

Key Features of Command Economies

Several defining characteristics set command economies apart from other
economic systems:

Centralized Planning: Economic activity is planned by a central
authority, often through comprehensive national plans that outline
production goals and resource allocation.

State Ownership: The government owns most or all means of production,
including factories, land, and capital goods.

Price Controls: Prices of goods and services are set by the state,
removing the influence of market forces such as supply and demand.

Limited Consumer Choice: Because production is planned, consumers often
face limited options compared to market economies.



Focus on Equality: Command economies typically aim to reduce income
inequality and ensure a basic standard of living for all citizens.

Types of Command Economies

Command economies can range from fully planned systems, where the government
controls nearly all economic activity, to mixed systems with varying degrees
of state intervention. Some countries may use a command economy for key
sectors while allowing market mechanisms in other areas.

Current Countries Using a Command Economy

While purely command economies have become rare in the modern global economy,
several countries still maintain significant elements of centralized economic
control. These nations often blend command economy features with market-
oriented reforms to varying degrees.

North Korea

North Korea is one of the most prominent examples of a country with a near-
complete command economy. The government controls nearly all aspects of
production, distribution, and pricing. Central planning dominates, with a
focus on heavy industry and military production. Private enterprise is
minimal, and foreign trade is heavily restricted.

Cuba

Cuba maintains a largely state-controlled economy, especially in sectors such
as healthcare, education, and agriculture. Although there have been recent
reforms allowing for some private business activities, the government
continues to direct major economic decisions, reflecting command economy
principles.

China

China historically operated a strict command economy under Mao Zedong but has
since transitioned to a mixed economy with significant market-oriented
reforms. However, the government retains considerable control over key
industries, state-owned enterprises, and strategic planning, making it a
hybrid system that incorporates command economy elements.

Vietnam

Vietnam’s economic system resembles China’s, combining central planning with
market mechanisms. The government directs major sectors and maintains state
ownership of critical industries while encouraging private enterprise and
foreign investment in other areas.

Other Countries with Command Economy Elements

Some countries exhibit partial command economy characteristics, often in
resource-rich or authoritarian states. These include:



Laos

Belarus

Turkmenistan

Eritrea

In these nations, governments maintain significant control over economic
activity, though market forces may also play a role.

Historical Examples of Command Economies

Throughout the 20th century, command economies were more widespread,
particularly among socialist or communist states. Understanding these
historical examples helps contextualize the modern use of command economic
principles.

The Soviet Union

The Soviet Union exemplified a command economy from its establishment in 1922
until its dissolution in 1991. The government controlled all aspects of
economic life, including agriculture, industry, and commerce. Centralized
five-year plans dictated production targets, emphasizing rapid
industrialization and military strength.

Eastern European Countries

After World War II, many Eastern European countries adopted command economies
under Soviet influence. Nations like East Germany, Poland, Czechoslovakia,
and Hungary implemented centralized planning and state ownership until
transitioning to market economies after the Cold War.

Maoist China

Before economic reforms began in the late 1970s, China operated under a
strict command economy guided by Maoist principles. The Great Leap Forward
and Cultural Revolution were attempts to rapidly transform China’s economy
through central planning, often with mixed results.

Cuba under Fidel Castro

Following the 1959 revolution, Cuba adopted a command economy modeled on
Soviet principles. The state nationalized industries and controlled economic
activity, particularly in sugar production and healthcare.

Advantages of Command Economies

Command economies offer several potential benefits, especially in specific
political and developmental contexts. These advantages explain why some
countries continue to use or adopt command economic principles.



Economic Stability and Planning

Centralized planning allows governments to coordinate large-scale projects
and allocate resources efficiently to priority sectors. This can promote
economic stability by avoiding the boom-and-bust cycles common in market
economies.

Focus on Social Welfare

Command economies often aim to reduce income inequality and provide universal
access to essential services such as healthcare, education, and housing.
State control helps ensure that resources are distributed according to social
needs rather than market profitability.

Rapid Industrialization

By directing investment and labor, command economies can mobilize resources
quickly for industrial development, infrastructure projects, and military
build-up. The Soviet Union’s rapid industrialization during the early 20th
century is a notable example.

Control over Strategic Sectors

Governments in command economies maintain control over key industries such as
energy, defense, and transportation, safeguarding national security and
economic sovereignty.

Challenges and Criticisms of Command Economies

Despite their advantages, command economies face significant challenges and
criticisms that have led many countries to adopt market-oriented reforms.

Inefficiency and Lack of Innovation

Central planning can result in inefficiencies due to bureaucratic delays,
misallocation of resources, and lack of competition. Without market
incentives, innovation and productivity growth often stagnate.

Limited Consumer Choice

Consumers in command economies frequently encounter restricted product
variety and quality because production decisions prioritize quotas and state
plans over consumer preferences.

Information Problems

Central planners may lack accurate or timely information about consumer
demand and economic conditions, leading to surpluses or shortages of goods
and services.

Potential for Government Abuse

Concentration of economic power in the hands of the state can lead to
corruption, misuse of resources, and repression of individual freedoms.



Economic Rigidity

Command economies often struggle to adapt to changing global economic
conditions, technological advancements, and shifts in consumer preferences.

Frequently Asked Questions

What is a command economy?

A command economy is an economic system where the government makes all
decisions about the production and distribution of goods and services,
controlling resources and directing economic activity.

Which countries currently use a command economy?

Currently, countries like North Korea and Cuba have economies that are
largely command-based, with significant government control over economic
activities.

Why do some countries choose a command economy?

Some countries adopt a command economy to maintain centralized control over
resources, promote equitable distribution, and pursue specific economic or
social goals without relying on market forces.

How does North Korea's command economy function?

North Korea's command economy is characterized by state ownership of most
means of production, centralized planning by the government, and limited
private enterprise, with the state directing economic output and resource
allocation.

Are there any countries transitioning from command
economies to market economies?

Yes, countries like China and Vietnam have transitioned from strict command
economies to mixed economies, incorporating market mechanisms while retaining
significant government control.

What are the advantages of a command economy?

Advantages include the ability to rapidly mobilize resources, focus on large-
scale projects, reduce unemployment, and achieve social welfare objectives
through centralized planning.

What challenges do command economies face?

Challenges include inefficiency, lack of innovation, limited consumer choice,
bureaucratic delays, and difficulties in accurately assessing supply and
demand without market signals.



Additional Resources
1. Command Economies: An Overview of State-Controlled Systems
This book provides a comprehensive introduction to command economies,
explaining the principles behind centralized planning and government control
of resources. It examines historical and contemporary examples of countries
that have implemented command economies, analyzing their successes and
challenges. The text offers insights into how these economies function and
the political ideologies that support them.

2. The Soviet Model: Command Economy in Practice
Focusing on the Soviet Union, this book explores how one of the most
prominent command economies operated throughout the 20th century. It details
the mechanisms of central planning, production quotas, and the role of the
Communist Party in managing economic activity. The book also discusses the
eventual decline of the Soviet command economy and its implications for other
nations.

3. North Korea’s Command Economy: Isolation and Control
This work delves into the unique command economy of North Korea, highlighting
how extreme centralization and state control shape its economic system. It
covers the country’s policies on resource allocation, labor, and production
under a tightly controlled regime. The book also addresses the challenges
posed by international sanctions and economic isolation.

4. China’s Economic Transition: From Command to Market
Examining China’s shift from a strict command economy to a more market-
oriented system, this book traces the reforms that began in the late 20th
century. It discusses how state control remains significant in certain
sectors while allowing private enterprise and foreign investment. The book
provides a balanced view of China’s hybrid economic model and its global
impact.

5. Cuba’s Command Economy: Resilience and Reform
This book explores Cuba’s command economy, focusing on its structure,
challenges, and gradual reforms. It analyzes how the government manages key
industries and the role of socialism in economic planning. Additionally, the
text considers the effects of external pressures like the U.S. embargo and
recent efforts to introduce market mechanisms.

6. Economic Planning in Socialist Countries
Offering a comparative study, this book looks at various socialist countries
that employ command economies, including Vietnam, Laos, and former Eastern
Bloc nations. It highlights similarities and differences in their planning
approaches and economic outcomes. The text provides a historical overview and
contemporary analysis of command economic policies.

7. Command Economy vs. Market Economy: Global Perspectives
This book contrasts command economies with market economies, using case
studies from different countries to illustrate their respective advantages
and disadvantages. It investigates why some nations adopt command systems and
how these impact growth, innovation, and social welfare. The discussion
includes mixed economies and transitional states.

8. Planning and Control: The Mechanics of Command Economies
Focusing on the technical aspects, this book explains how command economies
organize production, distribution, and labor through central planning
agencies. It covers the tools planners use to set targets, allocate
resources, and monitor performance. The book also addresses common



inefficiencies and the challenges of adapting to changing economic
conditions.

9. Global Command Economies in the 21st Century
This title examines the state of command economies today, highlighting which
countries continue to rely on central planning and how they are evolving. It
discusses the impact of globalization, technological change, and political
shifts on command economic models. The book offers predictions for the future
of state-controlled economies in a predominantly market-driven world.
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