Measuring Economic Activities

The combine value of this billions good and services produced by the United States economy comprise the gross domestic product (GDP). The way that the gross domestic product is changing is a key indicator of how the economy is doing. The final figure more than just a number represent the relation of consumers, producer, government and international factors that affect the economy. Supply and demand, which one came first? Is like the question of the egg and the chicken where you don’t have an answer because both are together and work together. The circulate flow model show the symbiotic relation between consumer and producers. The nation house holds own resources that business uses to produces goods and services. These resources are call factor of production: land, labor, capital and entrepreneurs. Household provide this resources to an impute market, in other word they offer this resources to a business for a price. Businesses demand of those factors of production in order to provide a good or a service, later businesses provide this goods and services in an output market for a price. Household demands this goods and services produced by the businesses, and that complete factors of production flow. A second flow involves dollars. Household supply resources in exchange of wages, rent, interest and profit. This dollars are use to pay for what the household demand in the output market for the goods and services. Business used the money that they receive from the sales of good and services to pay for the resources uses in the production. And thus revenue is return to the household in for of the income, and the flow continuous. To understand how it works we are going to use the example of Brandon, Missouri. The city has around 500 permanent residents, a lot of country, a little bit of entertainment and a beautiful view. It is a prospered small town where the biggest business is entertainment; around 98 percent of the economy is based in entertainment. The operation of the Brandon theatre causes a lot of expenses, and all this money go back to the community who produce this goods and services. Then the people who work at the theatre shop and spend their money in stores ands good and business, and then the flow keeps going around between the household and the business. The gross domestic product is a combination of consumption, investment, government spending, and net export. Consumption is what the people spend in good and services, and is the major component of the gross domestic product. The next important factor in the GDP is the Investment, and includes the value of all capital goods produce by business to business. The government spending also is important for the GDP, it include like weapons that they buy for the military to publics school. The final part that contributes to the GDP is the final trade. The US exports many good and services to the rest of the world like technology and entertainment but also import some such as French wine, Japanese televisions and Germans cars. Then it must be added the value of products exported to the GDP and subtracted by the products imported. It is impossible to have an exactly of the GDP because there are some illegal and unreported income, like the drug dealers and when you win in horses races. GDP is a way to measure the quality of life in the industrialized world. But the GDP do not show the bad distribution of the income and also the damage to the environment.       

