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conomics deals with the
production, distribution, and
consumption of goods and
services. In a market
economy consumers rather
than governments determine
what and how much is
produced, but public policy
in the interests of the people
needs to play an essential
role in preventing economic
activity from damaging
the environment and
endangering human health
and welfare.
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Economics

Y
he word economics is used to mean |
two different things: ‘“‘a theory on how
to use resources’” and “a body of
information on the economy.” An
economy answers the questions:
(1) What is to be produced? (2) How is
each good and service to be produced?
(3) How much should be produced?
(4) Who will work to produce these






goods and services? (5) Who will

consume what is produced?

In a market economy, consumers have
the most influence on what—and how
much of—each good and service 1s
produced. Each consumer has an effect
by deciding how much to purchase. So
consumers answer questions (1) and



(3). Producers answer question (2)
within society’s laws and regulations. A
market economy answers question (4)
when producers do things such as offer
wages to hire workers or buy raw

materials.
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Bullet Points

e Principles of market economics such as
. productivity, ¢ ansumpnon and scarcity have
helped environmentalists develop theories of
the m;*cm;omic.s" of renewable and
nonrenewable res(mrc:és.
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Markets work by providing incentives
to consumers, workers, producers, and
property owners. For instance, if there
are too few computer programmers, the
wages of programmers will rise,
attracting more people to become
programmers. Question (5) is answered
through the process of providing

income to consumers and revenue to




companies and government. The higher
the income to consumers and the higher
the revenue to companies or government,

the greater their purchasing power

will be.
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The U.S. Market
Economy

~conomists marvel that an economy
as complicated as that of the United
States is able to function without
centralized organization. No one gives
orders to ensure that milk and bread are
produced and delivered to stores, for
instance. No one orders steel mills to

produce raw material for building cars



and bridges. Somehow, the free
market’s distribution system is able to
offer millions of goods and services
every day. Of course the economy does
not work perfectly. Problems exist,
such as pockets of unemployment and
periodic unemployment due to business
cycles. Occasionally shortages of goods

. £ /e
lead to rapid price increases. /}
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The most persistent problems, however,
come when government tries to
override market forces. Legislators
sometimes forget that it 1s almost
impossible to change one part of the
economy without affecting the rest of it.
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