Introduction
In the course macro economics we have studied the issues and the results of the choices that people make in their everyday lives to survive and to live comfortable with what we have in our hands or from what the government presents us with. Two ideas that influence our choices about our money and time are scarcity and incentives. In this course we have studied the difference between macro/ microeconomics and how each one is made from our economy. We also see how national income accounts are used in macroeconomics, the Keynes and Say’s the difference in the philosophy of the supply and demand. We also see how we deal with the issues of aggregate demand and supply and how the monetary system issues are solved.

Scarcity is the thought of not having enough of something available to gratify what we want or think we want. An example would be: a fast food chain like McDonalds, they could have a result of scarcity if something happens to their factories where they process their food to send over to their franchises to serve their customers. This would mean that they wouldn’t be able to sell, losing lots of money in such a short amount of time. Being because this company makes millions of dollars in such a small amount of time, that the time that they can’t serve at just a few places would mean no money for their company, which would be a big loss. 

Incentive is to encourage or to motivate. This has to do with economics because for example if a business man who is trying to increase his sells he has an incentive to build from his foundation and do things that help his small company grow into something that might make him a billionaire one day. So just by staying at his business one day and being productive instead of taking a day off to just hang out with friends he’s making it happen and making more profit by staying to grow his productivity.  

Economics is divided into two main categories that explain the result of how we make economic choices and result of them the two being macroeconomics and microeconomics. Economics is the study of the way that we live our lives with the resources that we have. Our resources all depend on what we bring in and what we take out of our individual income. Economics and its varied resources all come from one core idea. 

Macroeconomics studies the effects of the economy as a whole and the choices that they make for the economy and those that include are businesses, individuals and the government. An example would be during the crash, the result of poor decision-making and the cause of it was the choice of the government. During the crash there was so much money and jobs that were vanished that the country was left with barley anything. The individuals of our government made the choice. 

Another example would be the growth and increase in the Japanese economy. How come it took them such a long time to have such a wonderful conclusion in their economy? They are such fast pace growing country now. 

Microeconomics is the study of an individual or one single firm. The decisions that are made also include these three questions that are asked in Microeconomics: What? How? And for whom? They ask these questions for two primary objectives: goods and services. Goods and services are what is valued and produced to please our desires. Goods are the tangible objects that we use, for example: food or cars. The services are what individuals act upon to serve or provide to others, like we serve clients at a restaurant or at the front desk of a hotel.
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The search into this course is to construct a well-performed economic life style. It has to do with our everyday lives and the way we spend our time and money. The course is meant to lead us into a more productive lifestyle that can increase our chances of a higher economic status in the future. This course is used in our daily lives to show us how we do and should spend our money. From this course we learn where our money goes. It is represented in the circular flow of income and expenditure. Where it shows how our money comes back around to us. 

An example that we can easily relate to would be here in our own community, with Disney being our highest income company. It starts out with those who work for the mouse; including dancers, managers, characters and housekeepers. They get paid a wage or a salary. When that money is deposited into their bank account they go and use their bankcard to pay for their daily services and necessities, some being food, their home’s services and their transportation. Money going back out into the world, from there the money goes out to the community with fixing roads, making more homes and keeping up the public school systems. Then the community takes it back into Disney World by having all of the tourists come into the parks, buying their tickets, their souvenirs and their food. Then the money goes back into the worker’s pockets from their paycheck, to then go back around once again. This cycle is used each and every second of the day, that is how our economy goes around and around to keep the money flowing and our economy from falling. 

By studying economics it helps you begin to think where you should really spend your money, why you should spend it, and how to spend it. You ask yourself questions, you begin to save money for more useful necessities and it teaches you how the economy really works. It represents why our country is one of the fastest growing countries by technology, production and our government. Economics represents why our economy is well constructed and how it became this way all from day one.  

The national income accounts are what measure the total cost of a home service, either if owned or rented. The national income and product accounts are divided into five categories that make up one whole category. For those who have their own business is known as a proprietor, their income comes from four different areas that all make up one category, that being the Proprietor’s Income. The four areas included are: the compensation of employees, net interest, and rental income of persons, corporate profits. 

To understand each one there are examples: for the compensation of employees is what employees get paid for their labor services, including their wages, salaries and benefits given by their employer for health insurance and social security contributions. The net interest is the interest that is held on loans for homes and other borrowings. Rental income of persons make up what we pay for the home we are living in whether it be rented or owned. They measure the total value income of owned or rented homes and services. 

This concept is used in macroeconomics to represent the income approach. Where does our money come from and where does it all go? How do they become our goods and services? It takes a look at where our money begins and how it is distributed into our necessities and services. The five categories go divided into each place where income goes into and how each one profits from us. 
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Say’s law stated that supply creates its own demand, in other words that the economy will never fall in crisis. His law states that the real wage rates adjust to ensure that the quantity of labor demanded equals the quantity of labor supplied and real GDP equals potential GDP. This concept became ineffective or obsolete when the Great Depression hit the United States economy during the 1930’s. When unemployment increased to the highest percent in history and the real GDP was at three quarters of the potential limit. There was no mechanism for the prices to change or fall. 

Then after the Great Depression, Mr. Keynes represented that this was a total mistake, and he had lots of evidence to back that up and came up with the “effective demand”. Keynes was one of those who took part in constructing the International Monetary Fund, which currently continues to be used by our economy. His concept flipped Say’s concept upside down, stating that supply does not create its own demand and what determines real GDP is the effective demand. The aggregate expenditure model was done by Keynes ideas.

Aggregate demand is known as the quantity of the real GDP that is demanded and the change in price even when the expenses that are planned and continue to be controlled remain the same. An example of this concept is the increase of prices on the goods and services that our economy uses, this leads to less of a consumption that gives results in less production by the firms and a backup of their investments plans and a decrease in foreign exports. 

The aggregate supply is when everything remains the same other than the price level which rises and resulting in an increase of the quantity of real GDP that is supplied. Then a decrease in the price level, the quantity of real GDP supplied is decreased. An example of this is the decrease in prices, giving us the buyer a reason to buy the product that firms supply to us and businesses increase their investment, resulting in an increase for our exports to be received. 

The AS-AD model makes up three major macroeconomic issues, those being: the standard of living, the cost of living, and the economic fluctuations. The issues are represented by aggregate supply, aggregate demand, and macroeconomic equilibrium. 

There could be many changes in aggregate demand that influence a change in the model. A few major changes include the fall of interest rates, the increase in the quantity of money in the economy, higher purchases by the government, or a tax cut and a higher value of real GDP. These changes also affect the aggregate demand, by setting it to the opposite direction and decreasing it in the model.

When the macroeconomic equilibrium is at the point of intersection on the AD-AS model this means that the quantity of the real GDP that was demanded is the same as the quantity of real GDP that was supplied. During this stage of the model the economy might be at either full employment, above or even below full employment. These three concepts are what make up the three macroeconomic issues. 


Monetary system is the presentation of the United States’ free enterprise system, being the freedom that many countries around the world do not have. The U.S. shows a progression within our economy and the government. The countries that do not have this system do not develop or even help their citizen’s advance in any way, let it be technological or by modernizing. 


During the 1930’s the Great Depression demonstrated that freedom was not the only necessity to expand the growth of the economy. Only one factor drove the economy at that time, but the main provider was the company that controlled the factors of production. The crisis of the banks in 1920’s was the last event before the government reconsidered its position in the economy of the country. 


The establishment of the Federal Reserve was the only exit that seemed to be the most reasonable solution to their current problems at that time. The Federal Reserve had the responsibility to control the efficiency of money in the country. The Chairman of the Federal Reserve is considered one of the most important decision makers of the United States government. If the economy starts to show inflation in numbers, the Fed will begin to control the rise of the prices by increasing the interests. When the country is then in recession, the Federal Reserve will reduce the interest, and the people will start to consume as normal. This constructs the monetary system. 


The issues that were stated all have to do with the economy one way or another. They all make up the two branches of economics, macro and microeconomics. This course has demonstrated many concepts that help to understand where and how our money is right now. 

It explains how our government works and why it does, showing that the way we analyze is why we have grown and advanced so much through out centuries and many more to come. From models, theories, views and ideas it all puts together the puzzle to our economy. It presents the issues that we question everyday and how it came to be that way. The economy is based on the future and how production leads us to our nation’s consumption.  
The Great Depression








