STUDY UNIT 1

Unit outcomes

Identify the three mgor flowsin the economy
distinguish between a flow and a stock
Identify the various economic participants

Identify the various injections into and
|leakages from the circular flow of income and
spending

explain the interaction of the different sectors
In the economy by means of the circular flow
of iIncome and spending
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Typical exam gquestions

(@ Concepts:
* |dentify the three major flows in the economy
e distinguish between a flow and a stock

e |dentify the two basic sets of markets in the
economy

* |dentify the various economic participants/list
the components of total spending

e |dentify the various injections into and
|leakages from the circular flow of income and
spending



(b) Diagrams.
Show with the aid of a diagram:

 theinteraction of households and firms by
means of the circular flow of goods and
services and the circular flow of income and
spending — Figures 3-2 and 3-3

 theinteraction of the different sectorsin the
economy by means of the circular flow of
Income and spending — Figures 3-4 to 3-7



