
FACTORS OF MARKET ECONOMY

A factor market is a place where companies buy what they need to produce In a booming economy with a tight labor
market, wages will rise.

Inflation Rates Reduce Purchasing Power Inflation is one of the primary economic marketing aspects that
affect customers' purchasing power. The market supply curve is the summation of individual supply curves.
Increase in demand for labour factor market leads to increased demand for products. The quality of the
resource is an important factor in determining the value of labor as a resource. First is the price at which they
are willing to buy or sell. That includes you, your body, and your body parts. Households may also receive
dividends or rent from a business as compensation for providing financial capital or real estate which they
acquired in the factor market. When releasing a new product or service, consider marketing it as "limited
availability" to drive up demand and price. The same happens when tax rates go up. The pension fund of a
recent retiree earns dividends when investing in companies through the factor market. Monopsony and
oligopsony[ edit ] Main articles: Monopsony and Oligopsony If the firm is the only buyer in a particular factor
market, then it is a monopsonist. The good is bought for its intrinsic use. It represents a circular flow of
income. This competitive pressure also applies to workers and consumers. The tax rate on your real capital
gains goes up as well. It represents the rate at which the price level of products and services are rising. The
higher the inflation rate, the more your purchasing power decreases. The human resources of the society may
not be optimized. If the demand for chairs increases, the manufacturer will hire more workers, and purchase
more wood and leather, thereby increasing the demand for the factors of production. So, your marketing will
have to work much harder to persuade customers to buy your products even though they may not have as
much income to spare. That leads to the third disadvantage. A society based on a pure market economy must
decide whether it's in its larger self-interest to care for the vulnerable.


