
CONCEPT: CIRCULAR FLOW DIAGRAM 

● A model illustrating the relationship between firms, households, goods and services, and the factors of production: 

□ Household – person or group of people that share income 

Buy: Sell: 

 

□ Firm – organization that produces goods and services 

Buy: Sell: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


