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This is my introduction of macroeconomics. Here you will find some information of what economics is all about, what is macro and microeconomics, what are national income accounts and what do we use them in macroeconomics for, how did Keynes respond to the fallacy of Say's model, how does knowledge of aggregate demand and aggregate supply concepts helps us to deal with macroeconomic issues, and how can monetary system solve our macroeconomic issues.

We live in a world of scarcity. There is just not enough of everithing, for example we don’t have time to do everithing what we want and money to buy everything what we wish. Decision making is the essence of the economics.  Economic is define as one branch of the social sciences that studies the choices that the humans make when are facing scarcity and incentives. Also Economics it’s the area of study of human activity involved in meeting needs and wants and how the society manage its resources. We have to face scarcity and incentives in every decision in our life, because we can not have everything what we want and we are going to receive a penalty or a reward for the decision that we take. In all raional decision people respond to incentives. Nothing como for free, in all our decicion we have to give up something to reseive something else. Economic is divided in two big groups, one is the macroeconomics and the microeconomic. Microeconomic is base in the study of the choices that is  made by a person or in a business and is trying to answer three main questions: What, How, and for Whom. What is trying to answer what good and service we should produce and also how many of them. How answer of how we should produce this goods and services, and for whom we are producing this goods and services. This last one depends of their imcome and what service and goods they buy. If you have a bigger income you are going to be able to spend more and to buy more things. Macroeconomics try to explain the economics fluctuations, that is for example when we have expansion or recesion. We consider that we are in expansion when the economy of the country is growing, we produce a lot of goods, the wages increases and the unemployment decreases, and every body is happy. In the other hand recession is when the production and the wages decreases. The worst deprecion for the Unated States was in the years 1930 and was call the Great depression. Also macroeconomics try to explain the standars and the cost of living. These are the number of dollars that you have to spend to have all the goods and services to archive and given standar.  The major goal of an economist is to find out how the economics world works. In every decicion that you make there is a cost , that is consider what you have to get something different. Also, with that decition there is a benefit that is what you goint to gaing. Ussually people respond to incentives and make rational decicions. In this course we are going to be focus speccially in two problems about the economy and those are the unemploynment and the inflation. One important part of the macroeconomics is the national income is the study of the methods of measuring the aggregate output and aggregate income of a economy. One of the principles of this national income implies that the only way to increases the real income is to increases the real output. And this is very important to rember because the real income cannot be increased withouth producing more. 
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One of the biggest economists was Jean-Baptiste Say. Say was born in Lyons, France as a textile merchant. He served in the army during the French revolution in 1792. It was then that he immersed himself in the teachings of Adam Smith’s Wealth of Nations. In 1799 Say was nominated to the Tribunate. His most influential publication appeared in 1803. 

Say is well known for the Say’s Law of supply. His idea was that free markets will ultimately work their way into equilibrium is central to Say’s law. The idea previously lingered upon by Adam Smith that “supply creates its own demand” is basically the core of the law. His idea is that no matter how much is produced, the supply, there will be someone to buy it, the demand; he says “I do not see how the products of a nation in general can be too abundant, for each product provides the means for purchasing another.” This means that overproduction is impossible in a free market economy. But one recession of 1932 show that something was wrong with this model. 
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Later Keynes respond to the fallacy of Say's model. John Maynard Keynes was born in Cambridge, England. His father, Dr. John Neville Keynes, occupied a high level administrative position at the university. Maynard's mother was one of the earliest female students to attend Cambridge, so all that make you conclude that he has a really enriched childhood. He focuses on the problems of the great depression. The Keynesian macroeconomic theory was based on the great depression of the 1930 and said that the full employment is not the norm and that the market economies are basically unstable. Keynes said that what Says law said was defining the economy at the point of equilibrium but that this doesn’t always work. Keynes said that since we don’t have flexible prices and wages to help stabilize the Economy, and since we cannot count with interest rates to equate savings and investment, we have to look to other variables that can measure things like overall spending and saving. Keynes considered that the primarily determinant of personal consumption spending and personal saving was Disposable income. The more you make, the more you spend. The more income you have, the more consumption spending. The more money you make, the more money you can save.  The more money you make, the bigger percentage of savings you will have. Disposable income comes in with the more money a person makes; thereby, the higher the income, the more disposable income you will have available to spend. The second variable is Credit Conditions, which means interest rates, the availability of loans, and how easy or difficult is to get them. As credit conditions get tighter and as funds get scarcer, the consumption spending goes down. The third important variable is Wealth. It is a stock variable. Wealth can be changed by prices. Wealth and consumption have a direct relationship because the more money you have, the more money you can spend. Expectation is the last discussable variable. If you are pessimistic with your spending, you are going to save. If you're a pessimistic business owner, you're going to save and not spend. If there is a recession, more people are going to save, which is bad for an economy and can extend the recession and the time it takes before the economy can recover. Investment spending is the spending by businesses on new equipment, new factories, and new buildings. Classical economists believed that investment spending depended primarily in interest rates. In contrast, Keynes believed that investment spending depended on expected profits. Interest rates and technological change can spur and increase an investment spending; however, they are not the most important things. Finally, he related current capacity with current demand. If your factories are operating at their maximum capacity, then you may buy a new one. If your factories are not producing, you won’t buy any. The Keynesian view is that the business cycle is a natural consequence of the workings of a capitalist economic system. Unlike the Classical theory at the time, Keynesians said then and still believe that activist government policy is necessary to smooth out the business cycle.


 The aggregate demand and aggregate supply model is an extremely helpful model in illustrating how changes in aggregate demand or aggregate supply can impact the price level and real national output that is consider the production, employment and income levels. Knowing what can cause changes in aggregate demand and aggregate supply helps explain causes of the business cycle. In addition, it helps to evaluate the usefulness of government macroeconomic policy. These business cycles are periodic but irregular up and down movements in production and jobs and causes expansion or recession. Business cycles are like natural phenomena, the economy alternates between expansion and contraction, but unlike nature, the rhythms of the economy are irregular. The ups and down of the economic activity are knows as the business cycle. When the economy is contracting output is decreasing, and employment is on the decline.  When economy activity approaches its peak we often experience inflation or rising prices. Like any other cycle the business cycle operates on a patter that repeats itself over and over again. Economic activity rises and falls above and below its upward slopping, long term trend.    

                                                      When we thing of economy we always think about money. Almost every that we do involves money. Money is created by the government as specified in the constitution and regulates the value, therefore is many different of opinion of how should be done. Money is a mysterious substance because you cannot eat it, you can wear it but everyone wants it and it has not use until you changed for something else, could be spend it, or borrowed. Money is considering any commodity that is accepted as a means of payment. The monetary system is form by the Federal Reserve System, banks, and institutions that allow the people use the money making deposits and making also payments. On the top and the most important part in the monetary system is the Federal Reserve System and is the one who can solve or cause many macroeconomics issues. Also the Federal Reserve System is the central bank of the United States and is divided in 12 Federal Reserve districts. The Federal Reserve System is so important in the economy of the United States because it is the one who make the monetary policy. The monetary policy is the process of adjusts the quantity of money that is in the economy. The Federal Reserve System was create with the purpose of keep the inflation in control, maintain full employment, moderate the business cycle, and helps the economy to growth. We know that to complete successful of this entire goal is something impossible but at least they keep the economy in control. The way how the Federal Reserve System can control the economy and the amount of money in the economy is by increasing or decreasing the require reserve ratio. This means that the bank will borrow reserves and borrow monetary base. In this way the Federal Reserve System reduces the amount of the money in the economy. Also the Federal Reserve System can require less reserve to the bank in this way the banks can sell securities in the open marked and decrease the monetary base, in this way they increases the money in the economy. The Federal Reserve System by the monetary system can change the interest rate and inflation. The amount of money is the most important factor in the economy because if there is too much money there is going to be inflation because there is going to be much money trying to buy the same product, but if in the other hand there is less money than the one needed the interest rates are going to go up and people have less money to buy stuffs and in this way inflation stops. When interest goes high the people buy less stuff trying to avoid paying this high interest and the economy will slow down and causes more unemployment. As you can read economy is one of the most important social studies. It is involved in every decision that we take and have better understanding of economics is going to help us to make better decisions and also to understand what is going on in our economy. Understand like why unemployment exist, why the interest going up and down, and how monetary system can solve our macroeconomic issues help us to know what we should do to protect our economy.  
