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Topic 3: Economic Statistics
GDP (Ch. 10)

Gross Domestic Product (GDP): 
There will be many definitions in this class, and each definition may have several key elements. The best way to learn which elements are key to a definition is to break the definition down into its component parts and understand how those parts relate to each other. We will work through this process for this definition. 

“Within the Borders of a Given Country within Period of time”:
Market Value: 
Intermediate Good:
Final Good:
Example: (Computer Market)
A more intuitive interpretation of GDP:
Goods NOT included in GDP: 
How do we calculate GDP?
. 

“The market value of final goods and services produced within the borders of a given country within a given period of time.”

Suppose that there exists 3 companies in a country (Macroland): An aspartame company, a plastic bottle company, and a diet coke company (Coca-Cola?):
Nominal Sales per Company in 2005
	
	Aspartame
	Plastic Bottles
	Diet Coke

	Total Sales $
	300
	100
	500


Assumptions: Consumers purchase plastic bottles and diet coke.
The diet coke company purchases all the aspartame from the wheat company. 
Nominal GDP in Macroland in 2005 

	
	Total
	Per capita
(100 people)

	Consumption
	
	

	Investment
	
	

	Government Purchases
	
	

	Imports
	
	

	Exports
	
	

	GDP
	
	


Example 2:

Consumers purchase plastic bottles and diet coke for a total of $600, and $40 on imported sugar. 

The government spends $200, $150 of the $200 is spent buying imported coffee.
The diet coke company buys $100 in new machines from a newly established machine company. 

The aspartame company exports $20 of aspartam.

	
	Total
	Per capita

	Consumption
	
	

	Investment
	
	

	Government Purchases
	
	

	Imports
	
	

	Exports
	
	

	GDP
	
	


NGDP vs. RGDP 

Nominal GDP: 

Real GDP: 

Base year: 
Let’s go back to our earlier example and suppose the entire economy consists of the diet coke and the plastic bottle company, which sells goods directly to consumers. 
Notice that because they are the ONLY company in the economy, Revenue = GDP. 

Base year=2002

	Year
	Price per Bottle coke
	Bottles of Coke
	Price per plastic bottle
	Number of bottles
	
	

	2002
	$2
	100
	$1
	100
	
	

	2003
	$3
	120
	$1
	140
	
	

	2004
	$4
	115
	$0.50
	120
	
	


GDP Deflator
GDP Deflator=

Deflator 2002:
Deflator  2003: 
Deflator 2004:
GDP Inflation:

Example: GDP inflation from 2002 to 2003: 

GDP and Quality of Life

Unemployment  (Ch. 15)
Not in Labor Force:
In Labor Force
1. .
Labor Force:
Labor Force=
Unemployment Rate=
Participation Rate: 
Participation Rate =

Example: Suppose that (for some reason) you know the following information about a city in Econland.

	Full time
	Part time
	Not working, seeking job
	Not working, gave up looking. 
	Children (under 10)

	225
	100
	55
	85
	35


a) What is the total population in this city?

b) How many people are employed? 

c) How many people are unemployed? 

Discouraged Workers: 
d) What is the size of the labor force?

e) What is the unemployment rate?

f) What is the participation rate?

Criticisms of Unemployment measure

Unemployment in the USA
Length of Unemployment

“Most spells of unemployment are short, and most unemployment observed at any given time is long term” 

Frictional Unemployment: (Search and Wait unemployment) 

Structural Unemployment: 
Natural Rate of Unemployment:  

Cyclical Unemployment: 

Policy and Unemployment 
Unemployment Insurance: 

Minimum Wage-laws:
Unions: 
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