Economics

Economics is a social science that analyzes the production, distribution and consumption of goods and services.  The study of economics considers: how things are produced and distributed, and the decisions that we make about how we use our resources (money, time, natural, human and man-made). Economic theories explain how economies work and how agents of economies interact.  Economics analysis can be applied in many diverse areas including: business, finance, government, education, health, politics, and other areas. 

There are two main divisions of economics: Microeconomics and Macroeconomics.  Microeconomics examines the behavior of individual markets and agents (consumers, buyers, sellers, etc.).  Macroeconomics examines issues relating to the entire economy, including inflation, monetary policy, economic growth, and unemployment.

There are three major types of economies.  These include: 1) Feudalism (traditional): Wealthy class of landowners and a class of workers, 2) Market: free enterprise or capitalism, and 3) Command: Government decides what is produced.  The economy is a mixed economy with three types of business enterprises: Single proprietorship (one owner), partnership (two or more owners) and corporation (chartered by the government and sell shares of ownership).

A major concept in economics is economic trade offs and opportunity cost.  Some things to consider are that people make choices because of scarcity (all things are limited).  You cannot have everything you want (a luxury) or a need (essential to live), therefore decisions have to be made, in the home and at the national as well as the international level.  There is a limited supply (amount of a good or service available for sale) and created demand (ability and willingness of people to buy something).  What determines price (the value of the product) is the amount of supply relative to the demand for that product.

Economies are cyclic in nature.  There are upward (growth) and downward (recession) patterns.  One measure of economic health is Gross Domestic Product (GDP) which is the monetary value of all goods and services produced in a year.  During times of growth the GDP increases, job creation tends to increase, and businesses expand. During recession, there is less business growth, unemployment rises and the GDP shrinks.  A depression is the low point in the business cycle.  Concepts that influence the economic cycle are: taxes, government spending, inflation (rising prices), interest rates and unemployment.

Our market economy is a mixture of free enterprise and some government regulation.

The government determines fiscal policy and the amount deficit spending.  It sets monetary policy that includes interest rates, tax revenues, and other government spending.  Tax revenue comes from a combination income, corporate, property and other forms of taxes.  Currently the government spends more than it receives placing the United States in a deficit situation with a growing national debt.  Other things that affect the economy in the United States are: international trade, other countries economic decisions, foreign corporations, commodity prices and foreign markets.  All these things interact to create a larger world economy, which connects the world, and what happens anywhere on the globe can have far reaching effects for everyone.
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