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the resources that they have and supply
tion of these demand and supply decisions
consumer expenditures (money) on goods
ers.

IFeb of decision making and economic activity
IB and producers participate in both markets,
i the buying (demand) side of the factor
on the supply side. In the product market
[Bumers, arc on the buying (demand) side of
I the scling side.

yed in this diagram. Because houscholds
y to firms (e.g. limited time, abilities), the
that each consumer’s income will go only so
ted number of dollas clearly will not permit
red. Similarly because resources are
ices that can be produced. Scarcity
of the flow of resources.

in cconomy, its most important function is
trade or exchange their labor (for example)
ers want a wide variety of products, they
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Would hiave o provide their resources fo diverse types of firms to obtain variety in goods
consumed unless money is used to facilitate exchange. For example, without moncy if a
person wanted only food, clothes and shelter, s/he would have to provide labor for a farmer.
cloth maker, and construction contractor to obtain these goods in payment. This would
be quite inconvenient. Instead, the consumer can provide labor to any firm and be paid in
money that can be used to purchase a wide variety of goods and servic
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