Measuring Economic Activities


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 [image: image1.jpg]


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. This is where our economy controls its money. 


The factor of production would be the cast members who offer their service to the guests. Disney then pays their wages and they distribute the money for their daily expenses through out the community then that money goes back into Disney once again when there are guests. 


The gross domestic product is consumption, government spending, investment and net exports. The consumption piece is the consumer that spends their goods and services. Investments are a value of all capital goods that are produced by businesses for use and production of other goods that represent the flow of spending from business to business. Government spending makes up about 20% of GDP goods like weapons, public schools; value of services produced by agencies and fed, state, and local agencies. Net exports are foreign trade. US technology is in high demand all around the world also food, medical services, entertainment and many other goods and services. 


America trades for Japanese televisions, German cars, French wine, and Italian clothing. The value of the US exports is added to GDP and value of imports is subtracted from it. That is what makes up Net Exports. When it is negative this means: trade supplies. 

