Big Question: how does micro connect with macroeconomics? Webnote 212

Syllabus Reference 2.1: The Circular Flow of Income Showing Leakages

and Injections (J) http://www.yellowsubmariner.com

3 Macroeconomic Circular Flow of Income diagrams

Main idea 2
Four-sector crcular flow with leakages and injections
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=» The economy is in equilibrium where leakages = injections

*Although leakages from the circular flow of income are matched by injections into the circular of income, these do

not need to be equal to each other.

. If Injections < Leakages = income flow becomes smaller (national output falling)

. If Injections > Leakages = income flow becomes bigger (move to & new equilibrium)
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Note:See also flowchart of Macro economy and role for
Government in 3.1

Alternative Macro circular flow of income: showing
importance of Monetary sector to whole economy
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