Chapter 14, Section 1

Principles of Our Market Economy
1. The Circular Flow Model shows how _____________, __________________, ____________________ and _____________ flow through the US Economy.
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A market economy depends on a circular flow of economic activity.





2. Businesses that create goods and services are called ______________________

3. Producers need 3 of the 4 factors of production to create a good or service;  they are

A. 

      B.
      C.
4. Producers exchange a kind of payment for the use of these factors of production.

a. For use of land, producers pay ___________

b. For use of capital, producers pay ____________

c. For use of labor, producers pay ___________

5. Household take the income from producers and buy ________________ and/or ___________________.  The money collected by the producers is used to buy ____________, _______________ and ______________.

6. In return, producers supply households with the __________________ and/or ____________________
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The circular flow of resources, goods,
services, and money payments(*)

INSTRUCTIONS

Read the events below.

Place the number of each in the appropriate space on the circular flow model.

Event 1 Event 2 Event 3 Event 4
Jill paid her bill at her | Yvon sold 100 acres | Tery received a Mrs. Chin purchased a
local department of land to a firm that dividend from a rose bush from the
store. wants to build a factory | corporation in which nursery.

on it. he owns stock.
Event 5 Event 6 Event 7 Event 8
Maria received her Todd took home a Mrs. Tomson eamed | Tom had his car fixed
paycheck last Friday. | new shirt he chose at | $15,000 from the at a local garage.

a store. beauty shop he owns.
Event 9 Event 10 Event 11 Event 12
Karen received $200 | Shelly can't afford to | Mr. Martinez received | The ABC Co., took
from a firm that rents a | buy a car so she $500 interest delivery of a new
building she owns. leased on from a payment for the furnace it needed to

dealer. corporate bond he make brass fittings.

owns.
Money Payments (Sales Dollars)

THE PRODUCT MARKET
eeseeescce Finished Goods and Services —gfmms seeges

Resource Owners Business Firms

ceeeeeommmipe ProductiveServices seeesesce
THE FACTOR MARKET
Monay Income Payments (Wages, Rents, Interest, Profit)

(*)Source: A Framework for Teaching the Basic Concepts, <copy right> Joint Council on Economic Education, Ne
York, NY, p. 23.



Application:

Assignment:  




Place the following items in the correct boxes illustrating the Circular Flow between households and McDonalds Restaurant:


Meat, Wages, Happy Meals, Restaurant Manager, Soda, Rent for Building, Cooks, Profit, Vegetables, Deep Fryer, Grill


Value Meals, Gift Cards, Cash/Checks from Customers





McDonalds





Households





Households





Producers








