Introduction to Economics Pt. 2

In the economics world there is a lot to know about how our world works with money and the stability of our country. We create a world that revolves around money. We construct to live by what we make at our jobs and how we manage to accomplish that. We live by using the ten principals of economics, we confront scarcity daily, we use supply and demand to make and have food and our daily living needs. The crash made a major change in our countries traditions with money and business. We were hit with a big change and now from the results of that we have continued to use better measures with our daily decisions about our money. 
In our country we have a limited availability of resources. In this country we do not have enough time to do the things that we like or enough money to buy the things that we would like to buy. We have a huge diversity of resources, but a restricted access to the capital needed to obtain all the products that we want. Through every step of our lives we have to make decisions, everything we do or say or think is from a decision we make.  

What creates goods and services of an economy? The people, raw materials and the machines used are the factors of production that create the resources for the economy. The question that every nation asks, what to produce and how to produce it. Take this for example: to make state prisons for criminals the state has to take money from other projects, for example the state highways. One ton on concrete used to build a prison, is one ton less to building roads. That is a representation of a scarce resource. 


Resources are not evenly suitable for all types of production, therefore when one or more types of services we produced the opportunity cost rises. Constant opportunity cost is to produce more of one thing means to produce less of another, which is also known as a straight-line production possibilities curve. Concave production possibilities curve is a better illustration of reality, a concave or boat our curve demonstrates the law of increasing opportunity cost. 

A company that operates production facilities in a number of different countries is a multinational corporation. They’re are a few ways that business is done globally, those being exporting, and licensing, joint ventures, buying and building a subsidiary. 

The development of multinational corp. comes from economies of scale, rationalized production and exchange rate volatility. The globalization of the economy and the global market has increased. 

It’s also known that countries take advantage of people, by paying them less than reasonable for the capabilities they have and the hard labor they do. There are impacts of multinationals on the source country, being higher earnings for the investing company, export of jobs overseas, export of technology, and loss of tax revenues.  

Resources and scarcity, making choices, rising theory and facing reality; what do these entire have to do with economics? We make constant decisions that affect our daily lives. During 1967, the U.S. made a life altering decision, they purchased Alaska from Russia. People thought it was a waste of money to purchase this land, but it had a lot of oil, and that was what interested the economists. 


The purchase of the land caused some commotion in the economy, during 1978; two million dollars had to be spent on striving to cure the ill, for those 20% of textile workers who were suffering from brown lung disease. The workers were getting this disease from inhaling cotton, dust and particles from the textile manufacturing company was spending millions to protect worker health regulations put on the company would cost them over 2 billion dollars to replace equipment with new stuff. Including 1.49 per worker for dust masks. 

What sets the prices of the resources that we use? Resources in this country are not free. Take for example the water drought in 1975 in California, which left the state with no rain or snow for almost two years. 

We actually take water for granted. We use so much of it, we really don’t know how much we use in a day. We use water for everything we do in our daily life. Water is a resource, but who sets the price? 

During this drought the state of California had a huge fire, which was caused from the dryness of the countries land that was not being water. Farmers had to hold on producing their lands because there was no water to spray in the farms. This drought caused a lot of problems and synchronized the state to using 46 gallons of water per day for each household. 

Then finally at the end of 1977 the rain began. Prices of our resources when back down, to a reasonable cost. Before the drought water was an unappreciated resource, but after the change of price and less of the resource that could be used people changed, the economy changed and the appreciating changed. This all represents supply and demand. The supply being our resource, water and the demand of getting water during a drought, a difficult way of giving what is demanded at the time that there isn’t enough to supply. 

Goods and services are what make the gross domestic product. It’s the key indicator of how the economy is doing supply and demand. Factors of production are the resources of land, labor, capitol, and entrepreneur. They offer them to businesses for a price then businesses demand the factors of production in order to produce goods and services in return of business supply goods and services to the output market for a price. Households then demand the goods and services that are produced by the business. That’s the factors of production flow concept. 

The second flow is dollars. Households supply resources exchange for wages, rent and profit. The money pays for the goods and services that are demanded from an output market. Businesses use theses sales and revenues to pay for resources used in the production process. The revenue is returned to the household as income and the flow continues. 


The circular flow model is when a business runs and there are many demands and resources that contribute. 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.

Why is the economy so unstable? Economy was resilient in the 19th century. Unemployment was rising prices were falling and factories were closing. This slump had no appeared appearance. It was like history repeating it self. The business cycle was creating an imbalance. 


During this collision they saw fluctuations as temporary. 1913-1914 the accepted lower wages would fix everything. Supply always created it’s own demand, as told by Says. An example of this would be exchanging goods and making something that could be sold and trade it for their good. They represent added demand for other goods and demand is the one set of goods being offered in exchange for another. 


Problems the could have caused this could have been an over production of the good being manufactured. Money could be a problem, lack from the bank. But this was all temporary. WWI President Wilson promised to keep America natural. But couldn’t keep the promise, country went to war. It was a good thing for the labor movement. Employment was high, wages were good and the government was sympathetic to unions, out of respect.


The economy was very successful before October’s tragedy. Day by day the economy and the economy stock market progressed in every financial way. New York City was the hot spot for the stock exchange. Everyone wanted to have a part of it and they were making a lot of money in a short time period. Some were even making $1000/month (back then that was a lot of money). 


There were liberty bonds being presented to the economy world, this made a collection in financial education. People bought a lot of the liberty bonds to support the nation’s war efforts. The communities began to buy securities instead of putting their money in the bank to save in a safe place. Commercial banks then began securities for those who used the bank. 


The beginning of 1924, the market constructed a new project for the stock market. This lead to rail roads dominating in the American economy in the 1920’s, the rail road firms were some of the largest companies in the country, stockers betted on the firm a lot more than others, making it the most successful firm. 

This adds a big chapter in the economic world that we live in today. We create stability with using sense in this country. We use daily elements to live and take part in our daily routine.  

