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e Four Fundamental Luestions. . .
What will be produced?
How will the goods be
produced?

Who will get the goods?
How do we get MORE?




Smith’s Free Market

SELF-INTEREST MARKETS

PRIVATE

PROPERTY COMPETITION

NO
GOVERNMENT
INTERFERENCE

FREEDOM
OF CHOICE




CAPITALISM

Other characteristics
Specialization and

Interdependence
O
Investment in Technology

and Caﬁital

Use of Money
Financial capital
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HOUSFHOLDS

PROVIDE RESOURCES

CONSUME PRODUCTS




HOUSEHOLDS

eStart with 19 Resources: 2 a
v’ Land (green Cl‘li}))
v' Labor (recl chip)

v Capital (blue chip)

*Sell Resources to Businesses

*Buy Starbursts (Econos) from

Businesses




HOUSEHOLDS
Goal:

UTILITY'

An Economic Term

for Happiness




PRODUCERS
ORGANIZE PRODUCTION

TAKE RISKS




PRODUCERS
*Start with $IOOO @

‘Bug Resources from Households

*Combine Lancl, La]aor, and
Capital to Produce Starbursts
(Econos) at the Factorg

*Sell Starbursts (Econos) to
Households for Moneg




PRODUCERS
Goal:

PROFIT!




The Circular
Flow




FACTOR
MARKET

« Households sell
= Firms buy

BUSINESSES HOUSEHOLDS

« Buy factors of « Sell factors of
production production

« Sell products « Buy products

PRODUCT
MARKET

= Firms sell
= Households buy




