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What is it?
Model shows how 8 flows 
of resources + income in a 
mixed market economy

Webnote 115
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MODEL 1: CIRCULAR FLOW 

4 flows: household/firm
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Payments factors of production

Goods + Services

Factors of production

Payments for goods and services
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2 flows: 
household/government
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Transfer payments e.g
unemployment
assistance

Income Taxes (Direct)
Goods + Services Taxes
(Indirect)
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2 flows: firm/government
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Subsidies

Direct taxes
(corporation tax)



These are  8 Flows of income + resources

Showing how a mixed market (mix of government and 
market) to show how the economy functions
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