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e Government can encourage high rates of saving and investmentin the private
sector
o IRAlegislation is to made to make saving more financially attractive to
American households (no taxes on fund deposited or on interest earned)
o Investmenttax credit, which reduces the tax bills of firms that invest in
new capital
o Publicinvestment, or the creation of government-owned capital
e Government supports basic research
e Poorer countries first need to improve the legal and political environmentthat
underpins their economies

Thinking About the Costs of Economic Growth
e (Costsof creating new capital
o Diverts resources that could otherwise be used to increase the supply of
consumer goods (consumeless)
o Inasociety that is relatively well-off, people may be more v\\‘ling to make
sacrifices to achieve higher economic growthin t gaﬁw
e Costof research and developmentto mproveée@_\@)
e Costof training
. "L|m|ts of Growth" theory &) oml%gr?/)vth is more of what we have

gﬂ&&\l\!ﬂ G@ \9‘ rom new or higher-quality products

I€ sed wealth (?‘ ctivity expands society's capacity to take
measures to safeguard the environment

o lIgnoresthe powerof the market to deal with scarcity

= Trigger price changes that induce suppliers and demanders to deal
with the problem



