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“The list of goods and services produced in this country is mind-boggling.” “The value of these billions of items comprises the gross domestic product.” “The rate at which GDP is changing is a key indication of how the economy is doing. “The final figure represents a complex relationship between consumers, producers, governments and international aspects that shape an economy.”  Supply or demand which comes first? “Do people influence supply by demanding products and services or do business creates demand by supplying products and services?”  “The answer is both.” 

“The circular flow model illustrates the symbiotic relationship between consumers and producers.” “The nation’s households own resources that businesses use to produce goods and service these resources are called factors of production.” “Land, labor, capital, and entrepreneurial abilities are factors.” “Household supplies these resources to an input market or to businesses for a price.” “Businesses demand these factors of production in order to produce a good or service.” “Businesses supply goods and services to the output market for a price and then households demand the goods and services produced by the businesses.” “And these complete the factors of production flow.” 

Second flow is of money. “Household supplies these resources to an input market in exchange for wages, interest and profit this money pays for the goods and services households demand in the output market.” “Businesses use the sales revenue to pay for the resources used in production. This revenue is returned to the households as income and the flow continues.” 

“Branson, Missouri, offers an ideal place to observe the circular flow model in action.”  Ann Stafford, “this is a theater town; we’re 98% entertainment/tourism related and this is what we’re about; we do shows seven days a week here at this theater and have for nine years.” Stafford, “we do a lot of full houses, so we average over a 1000 visitors a night.” “Expense range from asphalt to wardrobe; from toilet paper to special effects and helium and nitrogen and costuming is very expensive.” “Cleaning bill is $1100 a moth just to keep costumes dry cleaned.” “Labor is always your biggest expenditure.” Corrine Cox, “experience affects how you’re paid quite a bit in this business.” Her money goes to “car payments, food, shopping and gas.” Stafford, “getting money back into the community is no problem for this theater.” Example of circular flow “the dancer offers her talent, a factor of production, to the theater; the theater pays her wages for her work and she then distributes those earnings throughout the community; and some of those dollars return to her and the theater.” “From households to businesses, from businesses to households, the circular flow of resources and income continues.” 

“Gross Domestic Product is a combination of: consumption expenditure, investment, government purchases of goods and services, and net exports of goods and services.” “Consumption is consumer spending on goods and services it is the major component of GDP.” Next element is “gross investment it includes the value of all capital goods produced by businesses for use in the production of other goods, as well as inventory changes; investments represent a flow of spending from business to business.” [“Households savings go to the financial markets, and those funds are made available to businesses to finance their investment activities.”]  Next is “government spending/purchases make up about 20% of GDP (weapons, schools, value of services produced by federal, state, and, local agencies.). The final element is “net exports of goods and services or exports minus imports (examples of exports: US Tech, food, medical services, entertainment; examples of imports: Japan TVs, German cars, French wine, and Italian clothing).” “Import exceeding exports equals trade deficit and when exports exceed imports a trade surplus exists.” “Consumption, investment, government spending, and net exports together add up to Gross Domestic Product.”  

Money of drugs, prostitution, and gambling are part of the “huge underground economy where goods and services are exchanged discretely between individuals and no one keeps official records.” “This is one of the reasons that it is difficult to get a completely accurate estimate of Gross Domestic Product.” This means that “between illegal and unrecorded cash earnings, the IRS estimated that in 1995, $630 billion in income went unreported.” 

“Higher Gross Domestic Product usually represents a higher quality of life, but pollution has a negative impact on quality of life.” Goods and Services omitted from Gross Domestic Product are household productions, underground production, leisure time, and the environmental quality. 

Evan Koenig, Senior Economist and Vice President of Federal Reserve Bank of Dallas, “suppose oil starts washing up on our beaches that is bad news for US consumers and it is bad news for the environment; the cleanup costs are going to appear as a plus in the GDP accounts, so on the surface it looks life this negative event for social welfare is a plus for GDP.” 

Timothy Tregarthen says “the problem of incorporating pollution into the value of a nation’s output is a difficult one. “If you are measuring the total value of goods and services produced, and in some sense we are saying in one year producing cleaner air because we have found a way of reducing our pollution and so we’ve improved our air quality.” 

“Gross Domestic Product is one way we have of measuring quality of life in the industrialized world.” “The US per capita real GDP indicates that we have the world’s highest standard of living, at least by material standards, but is Gross Domestic Product really the ultimate measure?” Reasons why the Inuit like their society better, “first, the marketable goods and services that are included in GDP are not the only things that are not the only things that are important people like rather their social relationships and social status.” “GDP don’t include neither health and life expectancy nor political freedom and social justice.” Esther-Mirjam Sent said “High productivity doesn’t translate into a high standard of living, because high productivity also involves more stress, less leisure time, environmental degradation and all of those things would lower the standard of well-being or would lower the quality of life.” 

“Some industrialize nations have tried to balance the benefits of high productivity with an emphasis on social welfare.” “Sweden has had more success than most.” “Sweden’s per capita GDP is one of the highest in the world.” “It has achieved this enviable standard of living under a mixed system of high-tech capitalism and extensive welfare benefits.” “Worldwide the Real GDP remains the best single indicator of macroeconomic performance, and will continue to exert a powerful influence on government and private sector planning.” 

