
World Economics 
• By definition, Economics is the 

social science dealing with the 
production, distribution, and 
consumption of both goods 
and services. 

• A social science is one dealing 
with the relationship among 
individuals in a society. 

• The term economics is derived 
from the Greek oikos (home) 
and nomos (law, management) 



World Economics 
• Economics revolves around the 

concept of goods and services. 

• Goods are tangible products that 
are either sold or bought; services 
are intangible products provided 
by other people, that are either 
sold or bought. 

• (ex. goods- food, clothing, 
property, cars, etc.)

• (ex. services- healthcare, lawn 
care, dental work, food prep, etc.) 



World Economics 
• In dealing with world economics, the 

United States is still regarded as 
having the largest economy. 

• In fact, the average yearly income for 
a household in the U.S. was over 
$50,000 in 2019. 

• At that estimate, the average laborer 
in the U.S. made anywhere from 
$25,000-$28,000 a year in 2019. 

• Additionally, that is about $13.50 per 
hour, 40 hours a week. 



World Economics 
• In contrast, considered by many as 

poorest nation in the world, the 
Central African Republic has a 
household average income at about 
$350 per year in 2019. 

• At that rate the average working 
individual in that country made 
about $6.70 a week or about $0.17 an 
hour for 40 hours a week. 

• That is lower than any individual is 
legally required to earn on an hourly 
basis in any state within the U.S. 



World Economics 
• As the largest economy of the world, 

the United States represents 
anywhere from 17% to 25% of the 
world’s GDP. 

• GDP, or Gross Domestic Product, 
represents the total monetary value of 
both goods and services produced by 
a country in a specific amount of time. 

• A GDP is used primarily for two 
reasons: 1) To establish the country’s 
economic health/performance 2) To 
make international comparisons. 





World Economics 
• Currently, it is estimated that the U.S. GDP 

is over $18 trillion.

• Likewise, the U.S. dollar is considered as 
the most widely used currency in 
international transactions. 

• The U.S. dollar is also considered the 
primary reserve currency. 

• A reserve currency (anchor currency) is one  
that is held in significant quantities by 
governments as part of their foreign 
exchange reserves.

https://en.wikipedia.org/wiki/Foreign_exchange_reserves
https://en.wikipedia.org/wiki/Foreign_exchange_reserves


World Economics 
• The U.S. dollar is also considered fiat 

money, currency which obtains its value 
from government regulation or law, with 
a set value. Latin fiat ("let it be done", "it 
shall be")

• The U.S. dollar (fiat money) differs from 
both commodity money and 
representative money. 

• Commodity money is money whose 
value comes from a good of which it is 
made, without a set value. (ex. gold, 
silver, copper, paper, tea, ammunition)

https://en.wikipedia.org/wiki/Currency
https://en.wikipedia.org/wiki/Latin_language
https://en.wiktionary.org/wiki/fiat#Latin
https://en.wikipedia.org/wiki/Value_(economics)


World Economics 
• Representative money is a claim 

on a certain commodity; in other 
words, can be exchanged. (ex. gold 
and silver certificates, tobacco 
notes, checks) 

• In the U.S. Constitution, Articles 1, 
Section 8, Clause 5 grants the 
government the right to “coin 
money [and] regulate the value 
thereof...” 

• Because of this, the dollar has 
become legal tender. 



World Economics 
• Legal tender a method of payment 

recognized legally to be valid for 
meeting a financial obligation. 
(must be accepted if offered as 
payment for debt)

• Because of its strong currency, the 
U.S. has an immense power in 
world trade; accordingly, our 
country has seven major trading 
partners: Canada, China, Mexico, 
Japan, Germany, South Korea, and 
the United Kingdom. 

https://en.wikipedia.org/wiki/Payment
https://en.wikipedia.org/wiki/Canada
https://en.wikipedia.org/wiki/China
https://en.wikipedia.org/wiki/Mexico
https://en.wikipedia.org/wiki/Japan
https://en.wikipedia.org/wiki/Germany
https://en.wikipedia.org/wiki/South_Korea
https://en.wikipedia.org/wiki/United_Kingdom


World Economics 
• In recent studies, both Russia and 

Saudi Arabia had been claimed as the 
world’s largest producers of oil and 
natural gas, yet they were surpassed 
as of June 2017 by the United States. 

• As expected, China is considered the 
largest trading nation in the world, 
followed closely by the United States.

• A trading nation is a country where 
international trade makes up a large 
percentage of its economy.

https://en.wikipedia.org/wiki/International_trade


World Economics 
• Likewise, China also surpassed the 

United States as the largest 
manufacturing country in the world. 

• A manufacturing country is one that 
produces goods by manual labor or 
machinery, usually on a larger scale.

• The largest manufacturing industries in 
the United States by revenue include- 
petroleum, steel, automobiles, 
aerospace, telecommunications, 
chemicals, electronics, food 
processing, consumer goods, lumber, 
and mining.

https://en.wikipedia.org/wiki/Petroleum_in_the_United_States


World Economics 
• The largest manufacturing 

industries in the United States 
include- General Electric, General 
Motors, Ford, Hewlett-Packard, 
Apple, and IBM. 

• Additionally, the largest 
manufacturing industries in the 
world include- Toyota (Japan), 
Volkswagen Group (Germany), 
Samsung Electronics (S. Korea), 
Daimler (Germany), Hitachi 
(Japan), and Nissan (Japan).   



World Economics 
• In regards to what is produced, 

distributed, and consumed 
(manufactured) in the world, the 
model of supply and demand is most 
essential.

• Supply and demand is an economic 
model which is primarily used to 
determine pricing in a market.   

• In economics, the model of supply and 
demand implies that the unit price for a 
specific good or service will vary until it 
settles as the quantity demanded 
equals the quantity supplied. 



World Economics 
• In economics, unit price is 

defined as a predetermined price 
for a single unit, including cost of 
labor, materials, and rental. 

• The formula for a unit price is as 
follows- total cost/total number 
of units produced.

• For example, say for the year your 
company made 1 million units and 
incurred production costs of $3 
million. Divide your $3 million costs 
by the 1 million units to find your 
cost per unit: $3.



World Economics 
• Similarly, a producer’s asking price is 

the price a seller has stated he will 
accept; this seller may notify that the 
price is firm or negotiable. 

• Additionally, a manufacturer’s 
suggested retail price is the price at 
which the manufacturer recommends 
the retailer sell the good. 

• In economics, retail is the sale of 
goods to consumers, usually in small 
quantities, through multiple channels 
of distribution to gain some profit. 



World Economics 
• Once the model of supply and 

demand has reached a proper balance 
it is said to have reached a state of 
economic equilibrium. 

• Economic equilibrium is usually 
achieved in a model of perfect 
competition or competitive market. 

• Competitive market is a term used to 
describe a market where no 
participant is large enough to alter the 
price of a good or service through its 
market power.   



World Economics 
• The actual concept of supply and demand 

can be traced back to the late 1800s.

• In reality, a man named Alfred 
Marshall has often been credited for 
completing the idea (or model) behind 
the concept of supply and demand. 

• Marshall was the leading economist in 
Britain (best economy at the time) in 
the 1890s and published one of the most 
influential economics textbooks in 
history, Principles of Economics (1890)



World Economics 
• In economics, the law of demand states 

that, “all else being equal, as the price 
of a product increases (↑), quantity 
demanded falls (↓); likewise, as the 
price of a product decreases (↓), 
quantity demanded increases (↑).”

• In economics, the law of supply states 
that, “all else being equal, as the price 
of a product increases (↑), quantity 
supplied also increases (↑); likewise, as 
the price of a product decreases (↓), 
quantity supplied decreases (↓).”



World Economics 
• In economics, a demand schedule is a 

graph that depicts the demand curve-
representing the amount of goods that 
buyers are willing and able to purchase at 
various set prices. 

• Likewise, a supply schedule is a graph that 
depicts the relationship between the price 
of a good and the quantity that can be 
supplied at that price.

• In terms of factors affecting a change in 
demand, a change in price will cause 
movement along the same demand curve. 

https://en.wikipedia.org/wiki/Goods_(economics)


World Economics 
• When the price remains constant, but 

consumers decide to still buy more (or less) of 
the good a shift in the demand curve occurs. (new 
curve is created) 

•  The creation of a new demand curve is a result of 
several factors: 1) Income- higher wages, lower 
taxes. “I have more money, I can buy more.” 

• 2) Quality- Improves or degrades. “Wendy’s 
nuggets are now using all-white meat.”

• 3) Advertising- Commercials, endorsements, 
etc. “Did you see what shoes he was wearing? I 
gotta get me some of those.”  



World Economics 
•  4) Substitutes- An increase or decrease in the price 

of substitutes. “Verizon costs way too much; Im 
switching over to T-Mobile.”

• 5) Complements- A fall in the price of complements 
will increase demand.  “My iPhone just cost me 
only $100; now I can even afford a new case for it.”                        

• 6) Weather- As a commodity. “Its probably going to 
snow until June, I should buy myself an ice scraper 
for my windows.”

• 7) Expectations- future price increase or decrease. 
“At some point it will get warm in Chicago, I’ll buy 
myself some new shades.” 



World Economics 
• The creation of a new supply curve is also a 

result of several factors: 1) Decrease in cost of 
production- increase in supply, lower wages, 
lower raw material costs. “They only charge 
me $5 to wash my car? I can hire more of 
them.”

• 2) Increase in number of producers- 
expansion. “I now own two Pizza Hut stores, 
I can make twice as many pizzas!”

• 3) Increase in supply of related goods- “If my 
cows are producing extra milk, I can now also 
sell yogurt.”



World Economics 
• On several occasions, business owners will 

likely want to measure their goods and 
services’ elasticity. 

• Price elasticity of demand (Ed) is a measure 
used to demonstrate the responsiveness, or 
elasticity, of the quantity demanded of a good 
or service to a change in its price, ceteris 
paribus.

• Basically, it shows the percentage change in 
quantity demanded in response to a one 
percent change in price, ceteris paribus. 

https://en.wikipedia.org/wiki/Ceteris_paribus
https://en.wikipedia.org/wiki/Ceteris_paribus


World Economics 
• Price elasticity of demand can be 

easily calculated by the formulas:

• To calculate the price elasticity of 
demand, one should express the 
changes in price and quantity 
demanded as percentages of the 
average price and the average 
quantity. 

• Because most goods and services are 
subject to the law of demand, almost 
all price elasticities are negative. 
(Note the downward slope) 



World Economics 
• Very few goods and services are not 

subject to the law of demand: 

• A Veblen good is one for which 
demand increases as the price 
increases, because of its exclusive nature 
and appeal as a status symbol.

• For example: A Louis Vuitton purse, 
genuinely handmade in France, may 
cost over $3,000 and is often seen on 
the arms of celebrities. (despite price, 
people will buy because of their 
perception of value or status)

http://www.investopedia.com/terms/s/status-symbol.asp


World Economics 
• The idea of the Veblen good was 

first derived from Thorstein 
Veblen, an American economist, 
who focused his ideas more on 
sociology rather than the actual 
economy. 

• In comparison, a Giffen good (Sir 
Robert Giffen)  also defies the 
law of demand; it is an inferior 
product that does not have easily 
available substitutes. (a drastic need 
for the product makes people buy, 
despite the rise in price) 



World Economics 
• For products which do follow the law of 

demand, a change in quantity demanded 
is important to demonstrate the elasticity, 
or responsiveness, to that change in price. 

• If there is a change in the price, but never 
a change in demand (elasticity 0), then the 
good is said to have a perfectly inelastic 
demand. 

• (ex. Insulin- because of importance, 
insulin will be bought in same amounts 
by diabetics, regardless of price.) 



World Economics 
• If that same good has a change in price 

but very little change in demand 
(elasticity between 0 and 1) it is said to 
have simply an inelastic demand. 

• Similarly, if the percentage change in 
quantity equals the percentage change 
in price, the good is said to have unit 
elastic demand. (elasticity will equal 1)

• Likewise, if the percentage change in 
quantity exceeds the percentage change 
in price, the good is said to have elastic 
demand. (elasticity greater than 1)



World Economics 
• If the quantity demanded changes 

by an infinitely large percentage 
in response to a tiny price change 
(elasticity is infinity), then the 
good is said to have perfectly 
elastic demand. 

• ex. Two vending machines with same 
soda products; even if price is lowered 
only by a quarter, consumers will 
purchase from cheaper machine an 
infinite number of times.  



What Is Credit?
• Defined, credit is simply the trust that 

a lender puts in an individual by 
loaning him/her a certain amount of 
money for a certain amount of time. 

• When borrowing money, there are 
different types of credit:

• Revolving credit- with this type of 
credit you get a maximum credit limit. 
Each month, you carry a balance (or 
revolve the debt) and make a 
payment. Most credit cards are a form 
of revolving credit.



What Is Credit?
• Charge cards- These are similar to 

regular revolving credit, but 
charge accounts differ in that you 
must pay the total balance every 
month. (ex. American Express)

• Service credit- These are 
agreements with service 
providers. For example, you 
receive utilities, cell phone 
service, gym membership, etc., 
with the agreement that you will 
pay for them each month.



What Is Credit?
• Installment credit- “A creditor 

loans you a specific amount of 
money, and you agree to repay 
the money and interest in regular 
installments of a fixed amount 
over a set period of time.”(ex. car 
loans and mortgages)

• As discussed previously, credit is 
necessary for convenience when 
making major purchases or when 
attempting to achieve certain goals 
that involve finances.



What Is Credit?
• Although many factors go into 

determining who is a “good” or 
“bad” borrower, they can easily be 
condensed into:

• Payment history- The largest factor 
in determining a credit score. It 
makes up roughly over 35% of your 
score.

• Negative items that could lower your 
score: Late or missed payments, 
accounts that go to collections, liens, 
foreclosures, bankruptcy and judgments.



What Is Credit?
• Credit Usage- The amount of debt you 

carry is the second largest influencer on 
your credit scores, making up roughly 
30% of your scores. 

• It is estimated that your credit 
utilization, ratio of the credit you’re 
using to your total credit limits, should 
be kept below 30% (ideally at or below 
10%)

• Negative items that could lower your score: 
maxed-out credit cards or too many accounts 
with high balances.



What Is Credit?
• Age of Credit- This considers the age of 

your accounts, not your age.  How long 
you’ve managed credit is a big factor of 
your credit scores that you have very little 
control over, as time is the biggest 
influencer.

• This factor accounts for roughly 15% of 
your credit scores. The longer you’ve had 
credit, the better.

• Factors that can cause a lower credit score: 
Recently opened accounts that don’t have a track 
record, no credit history, or very little history.



What Is Credit?
• Different types of accounts should 

appear on your credit history- also 
called your “credit mix”- they make up 
about 10% of your credit scores. 

• Two major account types are 
considered-revolving credit and 
installment accounts; variety is key 
so that you can show that you are able 
to manage different types of credit. 

• Factors that could lower your score: Only 
having one type of credit account, like 
credit cards, in your credit history.



What Is Credit?
• Inquiries- The number of credit 

inquiries appearing on your history 
makes up about 10% of your credit 
scores as well.

• Basically, this is the amount of times 
the borrower has applied for credit; it 
shows how frequently and recently a 
person has “shopped” for credit. 

• There are two general categories of 
inquiries that can appear on your 
score — hard inquiries and soft 
inquiries.





World Economics 
• Taxation is a vital part of any 

country’s economic stability; in the 
United States, taxation can be traced 
back to the 1760s. 

• The earliest examples of taxation in 
our country were the Stamp Act, 
Townshend Acts, Sugar Act, and Tea 
Acts. 

• Ironically, the taxation that fueled a 
war between the U.S. and Britain 
would soon become a pillar of its 
economy, as well. 



World Economics 
• Arguably the most recognized type of  

tax in the U.S. is the income tax; 
income taxes can be traced back to 
the Revenue Act of 1861 (Civil War)

• "levied, collected, and paid, upon the annual 
income of every person residing in the United 
States, whether such income is derived from any 
kind of property, or from any profession, trade, 
employment, or vocation…” The tax imposed 
was a flat tax, with a rate of 3% on incomes 
above $800.

• Today, the federal tax rate can range 
anywhere from 10% to a high of 
39.6% based on income.  


