Outline of GDP Notes
Gross Domestic Product is the market value of all final goods and services produced within a given country in a given time period.

Real versus Nominal GDP

Purpose for measuring the GDP


Comparisons over time how do we compare to previous generations

Comparisons across countries how do we currently compare to other countries

GDP per capita

Purchasing Power Parity

Measuring GDP


Expenditure Approach



C+I+G+X-M = GDP open economy



C+I+G = GDP    closed economy


Consumption

Investment

Government Spending 

Trade (Exports – Imports)


Trade Deficit, Trade Surplus, Balance of Trade

Balancing the Budget (Government Spending – Tax Revenue) 


Government Budget Deficit, Government Budget Surplus, Balanced Budget

Income Approach



C+S+T+f = GDP open economy



C+S+T = GDP    closed economy
Measurement Problems


Non-market activities


Inventories


Illegal activities


Double Counting


International Measurement dealing with Multinational Firms

The Business Cycle – the change in real GDP over time (the 3 percent growth goal)


Expansions 


Growth Recessions


Recessions

Principles of Macroeconomics
Outline on Inflation
Inflation is a chronic increase in average prices over time.

Who cares about inflation?

Measures of Inflation


Consumer Price Index changes in the cost of goods that consumers’ purchase


Producer Price Index changes in the prices of goods that producers’ purchase


Medical Price Index changes in the price of medical goods and services

What is deflation?  


Why is it an issue for businesses?

What are the negative effects of inflation on the economy?


decreases purchasing power

increases interest rates


creates uncertainty

bracket creep

What is the difference between real wages and nominal wages?

What are the causes of inflation?


demand pull 


cost push

increases in the money supply

How does the US compare to other countries?


from the Economist
Comparisons over time

How does productivity effect inflation?

Trade notes 







Dr. Pantuosco

Current Trade Issues


Pros and Cons of trade

Imports per person

See excel worksheet
What factors affect trade?

The value of the dollar

If the dollar is strong, like it is now, American dollars can buy more foreign goods, foreign currencies can not buy as much American goods. Therefore, if the value of the dollar increases imports rise and exports fall. What happens to GDP? Holding everything else constant, it falls.

What factors affect the value of the dollar? Demand and supply of dollars.

The GDP of other countries.

If a country’s income (GDP) rises, their demand for all goods, including foreign goods will rise. Or if a countries income (GDP) falls their demand for all goods will fall.

Relative GPD changes make a difference. If the US GDP is rising by more than one Canada’s GDP then Canadians will not spend as much on US goods, as US will spend on Canadian goods.

Trade Agreements

Discussed in class. Free trade increases imports and exports.

GENERAL INFORMATION

If exports increase, holding imports constant, GDP will rise.

If imports increase, holding exports constant, GDP will fall.

X increases and M increases, the change in GDP is uncertain
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Outline and Assignment 

Unemployment and Employment
Calculating the unemployment rate

CNIP = civilian non-institutionalized population

CNIP = Population - military - institutionalized - under 16 years old

CNIP = employed + unemployed + out of the labor force

LF (labor force) = employed + unemployed

Unemployment Rate = unemployed / labor force

To be unemployed one must be (1) not working

 



   (2) able to work

   (3) in the CNIP

   (4) actively seeking employment.

1. What are some of the social problems of unemployment?

How does being unemployed effect individuals?

How does being unemployed effect society?

2. How have some of the recent trends effected the labor market?

The decline of unions

Changes in the minimum wage

Reductions in welfare benefits

Less Generous unemployment insurance 

3. Who demands labor?

4. Who supplies labor?

5. What are the types of unemployment? Briefly explain the below types.

Frictional


Seasonal 

Cyclical

Structural

6. What are the measurement problems with unemployment? Briefly explain why the items listed below cause measurement problems for the unemployment rate.

Part-time workers 

Moonlighters

Underemployed

Liars

Discouraged Workers

7. What is the labor force participation rate?

8. What are the recent trends in labor force participation?

9. What factors cause unemployment rates to change?

10. How is the unemployment rates calculated?

If population = 1400

Institutionalized = 75

Employed = 800

Out of the labor force = 200

Military = 100

Under 16 = 50

a. What is the unemployment rate?

b. What is the labor force participation rate?

Assignment: These two pages serve as a general outline for the unemployment section of this course. There are a number of questions asked in this section (9 to be exact) that you are expected to answer. On a separate sheet type the questions and your answers to those questions. Written answers will not be accepted. After this assignment is turned in grade and returned, it will serve as an organized study guide for your upcoming exam.

