
Topic 3  
 

Economic Statistics 



Agenda 
•  Recap what we’ve done so far 
•  What are we trying to do? 
•  What exactly GDP is and why it’s useful 
•  How do we calculate GDP? 
•  NGDP vs. RGDP: How to account for 

price changes 
•  Unemployment 
•  Policy and Unemployment 
 



Let’s test your understanding 

Item Include? Reason 
In 2009, sale of Starbucks coffee 
in Tokyo  
In 2009, purchase of land to build 
a house 
In 2009, sale of a handgun by 
organized crime 
In 2009, salary of a waiter at a 
restaurant 
In 2010, sale of Starbucks coffee 
in Osaka 
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Which of the following would be included in Japan’s 
2009 GDP?  



Let’s test your understanding 

Item Include? Reason 
In 2009, sale of Starbucks coffee 
in Tokyo  

ü 

In 2009, purchase of land to build 
a house 

û Transfer of ownership 

In 2009, sale of a handgun by 
organized crime 

û Underground 
economy 

In 2009, salary of a waiter at a 
restaurant 

û Intermediate good 
(part of price of meal) 

In 2010, sale of Starbucks coffee 
in Osaka 

û Wrong year 
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Which of the following would be included in Japan’s 
2009 GDP?  



Review of the abbreviations 

•  Y = GDP 
•  R = Revenue 
•  C = Consumption 
•  G = Gov’t Spending 
•  I = Investment 
•  X = Exports 
•  M = Imports 
•  NX = Net Exports 

•  Therefore we have: 
– Y = R 
– Y = C + G + I + X – M  

  = C + G + I + NX 
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Let’s see what this looks like 
for the USA 

•  Data from the Bureau of Economic 
Analysis 

•  This is what pundits mean when they 
say we’re a consumption-driven 
economy 

•  Also note that our trade deficit (i.e. we 
import more than we export) 
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GDP USA 2013 
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GDP and Health 
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GDP and Satisfaction 
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Unemployment 

An alternative measure of economic 
health? 
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How do we break up the 
population? 

Population 

Labour Force – Willing 
and able to work 

Not in Labour 
Force 

Students or 
Institutionalized 
(jail, mental 
hospital, etc.) 

Choose not to 
work (students, 
stay at home 
parents)  

Employed: 
People with 
some kind of 
documented 
job 

Unemployed 
– people 
actively 
looking for a 
job 
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Example 

•  Suppose that you know the following 
information about a city in Econland. 

•  (a) Total population? (b) # employed? 
(c) # unemployed? (d) labor force? 
(e) unemp. rate? (e) participation rate? 

Full time Part time Not 
working, 
seeking job 

Not 
working, 
gave up 
looking.  

Children 
(under 10) 

225 100 55 85 35 
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Length of Unemployment 
•  “Most spells of unemployment are short, and most 

unemployment observed at any given time is long term.”  Here’s 
an example: 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

A
B
C
D
E
F
G
H
I
J

•  Rows are people 
•  3 long spells, 

7 short spells 
•  In a given month, 

more long spells 
than short spells 
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Key Ideas and Things 
To Think About 

Note: This is NOT a study guide – i.e. do not limit 
yourself to these items when studying 



Key Ideas 

•  GDP and how we measure it   
– What’s included and what isn’t 

•  Calculating GDP in our model 
•  Nominal GDP vs Real GDP 

– Why choose one over the other? 
– GDP Deflator and Inflation 



Key Ideas 

•  Unemployment – defining and 
measuring 

•  Criticisms of measures 
•  Natural rate of unemployment 

– Why it isn’t zero 
•  Effect of policies on unemployment 



Things To Think About 

•  Has the economy improved under the 
current presidential administration? 
– As measured by GDP (nominal and real) 
– As measured by unemployment 

•  Is it reasonable to use unemployment 
rate only to describe the economy? 

•  Unemployment analysis 


