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Chapter 3: E

Thistamiy asahersdfor  Resource Allocation Strategies
unch Py members who choosetd  Because resources ae e, there e o be 3 way 0 decde who.
send tme together e 0MA0ea gt thos resoures. Diflerent coromic ystemns ke these decisons.
hoicenottodosome ther i i iflernt ways Econornists ety many ways in whichthe
decision could be made. These include price (goes to the

s e, o tade or bare fo the o). vote (s ke
e T ——
(rsurcegoes 1 the winoer orce(the songestgets the esoure).
[T —
1o the ket rando). (the fst person in
[ ——— (e st

the person whos oldest, has th longesthais s most experenced,ec).

Whie al ine aloction sizsigies may be wsed i al diflerent types
of cconomic sysems, i trditonal economics sharing, personal char-
aceristics, ltery, and contests might b used most frequenty. In com-
mar ecomomies the decisions bout who gets the limited esources are
ypically made by an authory, through orc, or base on fist come/
st served. Inmarket economies,price and vte uually determine who
P ——

Cost/Benefit Analysis

Iocividuak,famits, busineses, nd governments 3l ave to make
econonnic choice. Each choic offers an opporuniy that has 2 ot el
a benefit. The i any kind of decision s the value of
the next best atrnative peson does e choose

Opportuniy costs ae benefis atfctdecsions aboutthe useof many
kinds of resouces, incuding ine. For exampl, 2 peson might have
theopportuniy toaten a ilcons foohallgame one Sunda. Howeve,
the person normally oes 0.2 favorte aunt's house on Sunday for 2 big
familyunch. 1 the person chooses 1 g0 he fotball game, his i the
opportunity benefi. The opportunit cost s mising out o the farmily
fun and food.
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Trade-Offs

When an individual, 2 business, o  government makes a choice ©
e les of one thing t ge more o something e, he result s called 3.
trace-oft.Evausting trade-ofs recpares companng hecostsand beefis
of each o the avalsble atermates with the oher. Choosing between 3
hamboger and a chicken sandwicha st fod rstaurant s an eiher/
or decsion that does ot mvolve 3 trade off

Not ll decisons arecithefor decsions. By making small charges, 3
person can radeoff 3 ltke more of one thing for 3 itk lssof the other.
For example, choosing beween he amily b and th Falcons footall
gme coukd involve 3 trade off. The footbal 2 coukd amive esdier 3t
the aunt’s house, skip desert, and leave i time o arive a the game
horty afer kickof. The tradeoff would have sl th peron o have
 smaler amount of both pperFes.

Supply and Demand

Supply i the quaniity of a god or service avalble for sole Supply
can afectboth purchasing decsons and prics. Consumers want (0 pay
s itk 2 they can for something, I general when the supply ofsome-
thing i high, the prie for it s low. Producers wani 1 eam  much
they can forthe oo or serviees they procce. f they keep the supply
smaltheycan charge moreforthe scacetem. Howeve, it might make
sense fo them 10 produce 2 ot of an iem, 5ol more ems 3t 2 ower
price and make more prof oveall.

Above: This St Afican with s
onzea oy a sucermatch
between South Aia anthe
Netherancs Chosingoattenda
sprting evnt imives  tadeoff
because thee are choices about how
peoplspend thei e and money

as
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e e th gty of 3 g o s corseers
‘eling o by e i b o thre things A s st (1) wank
cmetin,(2) bve he sty opy for . 2 ) b il 0 oy o
1 thse conions e m e, consarme il il sy st 0
hepce. In e, e oes s o e prce e A
heprice o an e goesdove, thedemandfor e 03

Sy 3 e e s oneees, bt e o -
e he hlp s st wh gods ave et coss, anwhy
Tcple e e wilin 1o p e st T peice of st
el o gt e s s
e on supply and demand.

o e gt nd e e i e iy e
econaric decons. 1 he ol o 3 e o bt e et £
oy cnough.hey wllay a igher eice for. Think abost e ewest
el of  smarphone Feie e wiling o 5 3ot of morey f by
o et of et o1 gt chspe I el want e
B A i
gttt A prodcsr il o e ot bt il et ke
[ —————

Reviewing the Section

1. Why does scarcity force people to make choices?
2. How do the choices of producers and consumers.
lead to 2n economy?

3. Which of the nine resource allocation strategies is
best? Explain your thinking.

economy?
5. Why do producers sometimes produce 3 low supply.
of their good?
oo T o s 6. What are three things that affect demand?
e e 7. puting It All Together What i the relationship
may hae amost novale st few e e
years.

« Y
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Section 3

Economic
Systems

Asyouress ooton .
» the job of an economist;

> the three basic economic questions that every.
‘country must answer;

» the three types of economies and their strengths
and weaknesses:

- how economies are measured:

» reasons for specialization and trade;

» barriers to trade;

» how people buy goods from other countries by
‘exchanging currency;

> terms: economist, traditional economy, command
‘economy, market economy, economic continuum,
‘Gross Domestic Product (GDP), Consumer Price Index
(CPD, inflation, unemployment, trade, tarif, quota,
‘embargo, subsidy, standard, currency, exchange rate.

Economic Models
A person who stuls the exonoy s called an economist. Econarmiss
seek 10 undersane the way people and govermments addrs theisve of

scarcty ane deckl how 1 allocate it resources. No couniryhasevery
thing i people wand aoe ne. Theiore, every county mustdeveop an
conommic system 1o detrine how to use s imied resoures 1 answer
the three basi: economic questions: (1) What gods and servics wil be
prciucod? (2) Howe il gods and servics be produced (3)For whom are
) thogpods ancsrvices produced Theway asociety answers these questons

a7
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Chapter 3: Economic Understandings

Those cconamic questions are answered by difeent people
in difleent ways deperling o the ki of econommic system 2
cocety s i phace. Bcists e coe o with 2 vty
of movels 10 explan thekinds of economic ystems societes
have developed. These models do ot descrbe every economic
system perictly. All scities have an econormy that blends
more than one economic system model Although the models
areimpertetthey helpus determine the broad characteristes.
hat shape an economic system. Thethree economic systems
are atraditionsl ecoromy  command economy, o ket

e aspects hlp o define Fs,
itendstobeheavy dependent on agiculue Second. pople
[T e ——
imels fo cchange) Thin, economic decisions are ofen
made o the bssof oo e cstoms (o), belets,
o it Boeaus of . changs coms oy .3 prson,
i ety 10 o the same i of wrk i o her sncestor i

1 2 tadiionsl economy, the customs an bt of the
st e s o decce what s oo i e procuced.
[ ——————————
society ke ey i e what hr o s ol i the Lager group il
RS " ————————
= vy e e i the syt overthe geneations. o 2 rackionsl
ooy peopl ae dependod upos o il he ol rols. 1
some people are ot there 0 do thei par, the sysem can beak down.
Furming. huing and gathering, and catle exding e ofen par o 3
e —

Agrature,asseencnths
form inModagasca s oftenpart of 2

traditonal economy.Right: Men barter
forsheep at the weely Kashar, e,
nestockmaret.
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g ¥/ Command Economy

»5  Ina command economy. govemment planning goups make the
e ——————————————
ey dotrninesoch hings 2 whih ods nd s o procc,he
prices,ad et s ad conpraons gl do kv
Sy A —
‘Werkers.t  factry ar tld what o produce and how mch o prodce
3 e e Th govermnet s prvaction gl o sl e
T cxpocation s hat.when l workers meet g, everyone s he
county il be st e the goods they e wher ey e the

“There e prbiens ad b of i ype o oy e bl
AT T —————
For cample, th government ay hink ht b s s
30t More tacors could e e can v o o.M cops
mesn more pecple have the o thy noed. However, i st are
sy mabing actors, th migh ot be i e ey ks
e people may end up wilh pletyof o bt o rcks 0 ship it 0
consumers. A beneft of tis cconomy i tha prices ar conrlled and
people know eacly b much eveyting willost. For cxampe food
pricsae ahays ke ow bcausefod 3 b e ofall people.The
Costof cthing nd bovsing s ke kw5 wel el o ccstion
Sre provide by the government at o cost. The costof things that are
consernd e, sach 8 leisons or computes, may e vy g
bocause hes ae ot considrsd i newds. Wage o vt ks
S ——

Market Economy Above: s i refmery n it s the
Inamarket economy,economic decsons are made t anndividual,  argest refinery nTrke. R prodces
rather than a government,evel. The hree basic economic quesions re  aboutco-thiof the country's
‘answerec by prodcers base o thei beles bout how consumers will | petoleu outpt The gobal demand
respond to what they produce. fo ol affct th peot that cane
made nthis bsines.

I e e
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Right: Goemments makelaws about
how ed cards are used i oder o
protect onsumes and bsiesses

[ - I

Prdection decsions 2o grided by change i prices tha ocear b
ovee individual buyers and selles in the marketplace. Other names
o marketsysems are fee enerpis, captalism, and laisz e In
3 market economy, busineses and farme e generlly owned by i
vidual or corporations. Each busines or arm decides what it wanis
1o procic. Marketeconcrmies have benefits and problrns. A benef =
it consumerscan usualy fnd the goods they want. They are free o
cam a2 much money 3= they can i onder 0 buy the gods and services
ey want. Busineses s e o Fd e s o ke btter producs
and ower prices. A problem i that if 2 company does ot manage s
momey welL i can g0 outof business and the workers can losethei jobs
and ncomes.

All Economies Are Mixed

“Therearo oo countrestoday tht have pure command o pure market
conomes The econormies of sl countres tody have charactersics of
both systems and are ofte reerrd to 2 mied ecomomics. However.
most econarmiesae loser 1 one type of ecomoic sysiem than antber
Inaruly ree market economy. o exarmple, the government would pot.
b ol . Ther world be o s o rotect werkers rom s
bosses. There would b ol 10 ke surecrit s wers propesy
proected. Many socieies have chosen {0 have some s eotec con-
sumens, workes, and busineses. These rles reduce the reedoms that
businesse have butthey s potect the workers and consumers. Mexed
economies come in many forms. I the United Stte, the government
mkes st govern busiesses, However the overmiment rrsly s
businesses o contols prociucton o prices.
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In oner 1o understand where 2 couniry flls between command and
‘marke cconomies, we use an economic continuum. On one end, 210,
.2 pure command econaray. AL the other end. at 100, is a pure market
economy: Countries move back nd forth o the contmaen based o the
sctions of the govermmest —hether they e moreactive o less s
the cconomy. A government can be viewed s “active” by adling s,
regulations,tarfs, and quotas 10 the businessos in the couniry. When
theseare removed, the government is comsidered "les active.”

Measuring the Economy

Economsts gther sformation to messre i econy's Srengh by
using 2 variey o economic indictor. I tun, businesss,inividuas,
nd the government use the informstion from economic ndictors 1o
‘e bete sconormic decisions. One of the most important sconomic
idicatos i the Gross Domestic Product (GDP). I measure the oial
value o the final goods and services produced withi the borders of 3

“The GDP per capi, o per erson s s sed to measure an econo-
my's srength. The GDP per capta i the GDP divided by the mmberof
‘eoplin a county. The GDP per capita s more useful when comparing
wo countries economies. For exampl. in 2016, the GDP of India was
about 52 3 o whilethe GDP of South Korea was $1.4 tlion. These
‘nmbers seem toshovw that I has 3 songe economy than South
Korea. However India has many more people than South Korea. The
population of ndiain 2016 was about 1.3 billon, whil the population
of South Korea was about I milion. Dividing the GDP o these countries
by theic populaton numbers gives the GDP per apia: about $6.700 for
Indis: sbou $37.900 o South Kore. This comprison s tht South
Korea has a stonger econormy thanIndia because t akes into account LeE:TheUnited Sates, i and the
the difrence in population ¢ between the i ot Eutopean Union haveth ighet Gioss
DomesticProduct vles.
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Taiing employees improves he
ity of workhey cano

Tis machin ks socs ina textle
facory Investig i new equipment
beneits a business.

52

Chapter 3: Economic Understandings

“The Gross Domesti Proct can be used o el the econormy of 3
couniey s geting better o getting worse. Rasing the GDP o the couriey
can mesn  igher standandof o fo the counry s eoie. To ncrease
the GDP, countis mustnvestin human capial. Thi inchades education,
teaini, skils, nd healh of the workers n 2 busines o county.If he
‘workers i  county are uneducated o unirained,they will bekited
the ki of work they cando. An unsklled worklorce s the fypes of
industrythat can develop. I workes areunheathy,thy canoot produce
the goods and service that s needed. Businesses and countres that
‘want 10 be successful must pay attention 10 investing i hurman capial.
Sucessfl businesses help 10 increase the GDP o  couney and improve
the standard ofbvingfo al.

Toiocreasethe GDP, couniries st o ivest s capital goods These
include the actoris, machioes, technologie, buiings, and property
necded fo 2 business o operate.If 2 business s o be successfl, i
canco et s equipment brek. down o alow it buldings o all apar.
New technology can el a busines prodisce o goods t a onwercost.
Here i an cxample. The Hong Ling Company makes Tshirs. They
areusing thesame equipment they have used or 30 yeas The compa-
oy makes good shins and employs about 100 workers. Customers are
stisfie with the quality and price. A new compay, Kl Héuzi opens.
“This company has invested i new technology tht educes the cost of
“Fshits. Machines do much of theabos. 50 the cost o payiog woekes s
lower The new company has bout 20 workers. Customers aresatised
with the qualt of the new shirts, anc they ike th lower price. Hong
Ling Company has 8 prbies. 1t 5 losig cstomers o the neve cormpary:
115 owners decide to buy nevvr s beter xsprment o they can ke
more shiss for  cheaperprice. They are nvesting in capial goods.
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The Consumer Price Index (CPI is an economic idicatr that mes-
sures pice. Each month, the price of goods and services are checked
100 i they roseor fell i comparison t0 previous monhs

When the CPI shows that price are rising steadily thi indicaes
infiation (a continual ncreas i the price of goods and services).
this sitution, increass in price mean a buyer can aford lss with the
same amount of money. If wages do ot ncresse at 3 lvel fo keep .
with inflation, a consumer's spending power goes down eve futher

“The unemployment st i nothes vy Enpoctant ecorormi e
A person s described 2 unemployed f he o she does not have 3 b
bt has besn actvely looking for work i the previus four weeks and
s ety avalabl for work.Each morth, 3 government eport shows
the percentage of popie o ae ot of work ac e looking fo b If
the supply o obsisow, werkersare often willng (0 ccep owerpay i
onder o have ajob. f uneraployrment rtesarelow, businesses will have
10 pay  igher wage becaus the supply of avalble workers s smale:

Specialization and Trade

Anothe mpertan econormc e s pecslization Hore
is an example. Mrs. Park works. at 2 shoefacioy. I tis
factory, she rums  machine tha svs the leather parsof
the shoos together.She hs done thisob for  long tme.
and she s an expetat it. Becauseshe i an expet, she
has found ways o improvethe machine that shevses She
s als learned il that help her do berjob faster She.
Koows exactly wht o dosf thereis 3 prblem of s k.
W can say that M. Park is “specilized” n her work.
St does ot ok on gathenog, procesing.or cuting the
leathr forthe shoes.She does nc work on mafactunng,
the sole o the shoss Shedoes not make ces. M. Park
doesher part of the process very well,and tha hops the
usiness run beter. Because the peopl in Mrs. Park's
shoe factory have specialized i thee part ofthe shoemakiog process
the entire company works bettr The factory has 2 “divison o aboc
“The workis divided nto difecent pars and each worke s allowed 1o
ecome an expet i ber o his partofthe work. Moreshoes are made
when each specilizad worker fids ways o s the process and
leamms how 0 dothe job more quicky The shoe acory is specaize,
100,11 s ot rying 1 lso make bels, purse, or some athe goods. The
onenersare focusng thei busines on i to produce more shoes i
less e fo less cos.

To calculate the Consumer
Price index. workers from
the US Bursau of Labor
Statistcs vt or call
thousands of retai stores.
Service sstablnments.
rental units. and doctors
offices to rcord the prices
of about 50.000 tems.
‘esch montn

Above: i ssembingshoes. one
werkermay specize n uting the
leher. Lof: Aworker inashoe facory
specaizes insewig the soesf the
s toheleaher.

s3
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Chapter 3: Economic Understandings

Countries may speciaize i the production of certain goods ust
the people in the shoe factory were speciaized. Most couniries do ot
produceal that they consume. nstead. they focus o produciog cetzin
Epocs e on the resources. They then frace hose goods for oo
they necdfrom other counires.

isthe voluntary exchange of goods and sevice among people
and countries. Trade and oluntary exchang occur when buyers and
sllers frecly and wilingly engage in market tansactions. When rade s
voluntaryant nonfzaudelen, both parte benft and are beter of afer
the rade than they were befoe he rade

‘Sommetenespeople complainsbost rade. They say ¢ 00 mch rade
with other countries causes thei own workers to ko jobs. Countries
sometimes ry ol tade b creatingtrade barries The ot comemon
fypes o trade bariorsae rifls and quotas A tarff i 2 ax on npors.
mports ar goos purchised from othe coues: exports are oo
50k 0 othercounirie. A quota s  specfc it place o the number
ofimports that may enter a country. Another kind of trade barrie is an
embargo. An 1< 3 government order stoppig tade with -
thercouniry. An xmbargo might b enacid 1 put presure on ancther
counry. Subsidies ar yet another kind of trade bari. A M
e the govemmment of 3 coustry eves money fo certan businesses
50they can contiue to compete wth imports rom ther countris. For
example, the Urited Sates provides subsidies o farmers o they can
contie to grov thei poducts aud be compete eh othr countnes
it e chesper horon their . Thefinal type of tade barmr s 3
sandard. are wehen the governiment ses it and rles i
regads 0 imports and domestic goods.

‘Should countries cese rade bariers tht it trade? It  true that
some workers in ceran industies may be hurt by trade. For example.
Some US cloting workers v i to change jobs duing the past 30
yesrs because many clothes now ar imported from other countres.
However, this e allows peope i the Uit Sttes a5 2 whale o by
loting a ower prics. Many beleve thi resul in a higher sandard of
ving fo people i the Ut States s i rachog pariers.

The United States provides.
subsidie o famers such s this sl

i

4
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Trade and Exchanging Currencies

‘Currency s the money people us to ke trade case Pogle i the.
United Stats use dollas (USD or§) o buy goods and sevices. Workers
i the Unitd States are paid in US dollars. n othe counirie, diferent
currencies are used. Usualy, rading in another counry requires the.
s of tht country's curency instead of US dolars. Tradin with other
‘countis, then, requiestrading for difernt currencies.

For example, a Georgia famer may choose 10 sel coton 10 3 man-
actuing company i Indis. The Indians use rupees 3 currency but
the Georgians want US dolss. Somenhere along the wy. rpess have.
to be exchanged for dolss. Foreign exchange markets buy and sell
iternatonal curencies. An exchange rate i theprice of e nation's
‘umency i terms o another nation’s curency. Foreign exchange rarkets
helpindividuals and companies by making it eair (0 trade around the
‘world. The Indians in thi example il have t0se thei rpes for US.
dolars i onder t0 trade withthe Georga farmers.

Reviewing the Section

1. What are the three basic economic questions every
‘country must answer?
2. Copy the chart below and complete it with

information from the reading.

Typeot | Wowrethe | Benetisof
SGuesions | T System
nowerear

Tradtona

Econcmy

Commana

Ecanom

Variat

Ecoromy

3. Why do you think traditional economies are only

found in rural areas today?
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needs, wants, goods,services.
consumer, producer factors of
production, natural resources,
renewable, nonrenewable, capital

| goods. human resources, specialization,
entrepreneurship, profit, incorn,
expenses, scarcity, choice, resource
allocation, price, vote, sharing, contest,
force. authority, ottery,frst-come/
first-served. personal characteristic,
‘opportunity cost, trade-off. supply.
‘Gemand. economist tradtionsl
‘economy, command economy, market
‘economy, economic continuum,
(Gross Domestic Product (GDP).
Consumer price Index (CP).infiation,
unemployment. trads, tarif. quota.
‘embargo, subsidy,standard, currency.
exchange rate

‘Above: Pople rave ned o food
buthe puchase of  restauant made
pazisavant
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2 amil, everyone seems o have wanis: new clothes, 2 new 39
v tnnisshoes, 2 ew cll phone, v car! The It gocs on andon.
Familes also have noeds. For insiance, you need food fo dinner You
nccd a place 0 sicp a ight. You nood clohes 0 wear 0school These
ar things that are required in oxder 0 live. However there are s of
things family member ight ke o have hat are ot requied o lvicg.
For instance, you need food for dinner bt you want 10 80 out 10 et at.

i branch of socal s ook 0w people mansge s esrees
10 et their neds an wanis. A single hovsehold s n sconomy.
i, state, an nations o have cconorie.Because e ntions
iteract with each other through trade.there s also a global economy: 3

g i e e iy el b2 sl fmicr) o =
oy works. T will el youundersand the e (mcr) ecooies

o the word.

a great piza rstaurant.
“The concepts of wanis and needs re apartof the sy ofecomornics.

The ultimate purpose.
of economics,
of course, is to
understand and
promote the
enhancement of
well-being.

-8en Bemanke,
former chair,
Federal Reserve
Bank Board
of Governors

3
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Economic
Fundamentals

As you read, look for

- the difference between wants and needs,
goods and services;

" how people are both consumers and producers;

» the importance of resources to a country's
economy:

> terms: needs, wants, goods, services, consumer,
producer,factors of production, natural resources,
renewabl, nonrenewable, capital goods, human
resources, speciaization, entrepraneurship, profit,
income, expenses.

Needs and Wants
Al humans have the same basic needs: i to breathe, food 10 2.
‘watet dink, an clohing aneshele 10 prosect us. Beyond these basic: v
e, the things we desie are called wants. People’s wants—hings
it would ke thes e mors commfortble o oy sble—are dmost
it
Humans satisy theie noods e wans b acguiring o buyig, goods
and srvices. Goods incletangble s hings you can ouch) sichas
oo, clthing, houses, ad fomitre. Services aethe work o actvties
people perfor, often for a fe. Examples of aservice include a docior's
Sppointment, 3 hareut from 3 sslos o brber shop, o 3 chef actvities
inthe estaurantKichen. The food purchased a the rstaurant s 3 goc.
but the chef who makesit s proviing 2 senice. art ofthe money wed
0payarestaurant il payingfo goods and partis payingfo srvices.

P —
veetabes he s proviingasenice o
s asomes.

40
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Section 1: Economic Fundamentals

“The person who buys the restauran meal is —a pesson
who satsfes a need or want by buying a good o service. A Diamonds and cter
i the person o group of people who use resource to make goods or  gemstones e AT o3
provid sevices. The farmer who grows the oo for the meal s an ex.  nonvenewable natuaresource.
ample o  producer Teesaeareneve ratral
esauce The machinery Bt s
resinto umiore s consdereda
Sociees have creted many ways 10 rovide goods and service for @A resouce
thei people. To do 50, 2 society must have resources. Resoures are the
buiding blocks o an economy. They are the things needed to prduce
goods and srvices, the o procuctive esources.
The factors of procion are natral s, captsl goods,busman -
Sources, and entrpreneurship.Indviduals,businesse, nd goversments
s thefactors o producton o produce goods and provie services.
are products of Exrth and it stmosphere that
are usoful 10 humars. For exampl; plants ane anenas are bioogical
RS — : ey canrepleish themscives
over time. Because bilogial resources e ofen farmed, harvested, o
unted, humans haveto play a ol in the renewa proces. Forests are 2
enewablenatural resource. A fret s an arearich i plants and sl
whero roesar the main plant These plant and anmalscan be used ©
prouce goods thatpeople wast . Mineral e e natursl.
substances found inside Earth. They ae formed by skow geological pro-
cesss. Mineral become a esource when they exist n enough quantity
hat they can be exraced, o emove, from Earth fo econommic gain.
Uk bological e, mineral resourees are once
taken from Earth, they are no replace by nature. Examplesof minesal.
resousces incude coa, ol gold, and diamonds.
are the tools used in the production of goods and
semvices. I general.  tskes some ki ofcaptlresouree to transiorm 3
natural resource into 2 product. Capital esourcs,also known s capial
{00k, can inchude texile mil,fumiture facories, pinting shops, and
R chemicalplants. The machines and equipment nside these procesing

facilies arealso capial resources.

a
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A0 s otter maragestis
business sing a moderntablt

device. Above:This Arabentrepeneur
opertes er g comgany wth
theasitanceof managers andcther
employees.

Chapter 3: Economic Understandings

Thetem e ——
s, A b il e s g oegh
it vt o begs s acmcesic e when ey
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Revi g the Section

1. What i the difference between needs and wants?
Give two examples of each.

2. What i the difference between goods and
services? Give two examples of each.

3. Why are resources important to a country's.
economy?

4. Copy the chart below and complete it with

information from the reading.
Factorof
Factorot oetinition 3 Exampies

Natural Rezourcas
Capital Goods

Faran Rezoures
Enepreneusi
5. Why is it important for countries to invest n the.

four factors of production? What happens to.
Countries that o not invest in them?
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‘about what they want most;

» the difference between opportunity costs and
trade-ofs;

» why producers sometimes turn out a low supply of
their good;

> the role profit plays in production;

> terms: scarcity, choice, resource allocation, price,
vote, sharing, contest, force, authority,lottery,
first-come/first-served, personal characteristic,
‘opportunity cos, trads-off, supply, demand.
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