
Chapter 4 
 
Core Principles 
 
Scarcity Principle - the chapter looks at living standards and economic growth, pointing 
out that tradeoffs will always exist but that high incomes make the tradeoffs less painful. 
 
Important Concepts Covered 
 
• Macroeconomic policies 
• Average labor productivity 
• Monetary/fiscal/structural policy 
• Positive versus normative analysis 
 
 


