Gross Domestic Product and Growth

Chapter 12

Objectives

· Explain how gross domestic product is calculated

· Explain the difference between nominal and real GDP

· List the main limitations of GDP

· Describe other income and output measures

· Identify factors that influence GDP

· Identify the phases of the business cycle

· Describe four key factors that keep the business cycle going

· Explain how economists forecast fluctuations in the business cycle

· Analyze the impact of business cycles in US history

· Analyze why US business cycles may change in the future

· Analyze how economic growth is measured

· Understand capital deepening and how it contributes to economic growth

· Analyze how saving and investment are related to economic growth

· Summarize the impact of population growth, government, and foreign trade on economic growth

· Identify the causes and impact of technological progress

Define

	National income accounting
	Gross domestic product
	Intermediate goods

	Durable goods
	Nondurable goods
	Nominal GDP

	Real GDP
	Gross national product
	Depreciation

	Price level
	Aggregate supply
	Aggregate demand

	Business cycle
	Economic growth
	Peak

	Contraction
	Trough
	Recession

	Depression
	Stagflation
	Leading indicators

	Real GDP per capita
	Capital deepening
	Saving 

	Saving rate
	Technological progress
	


Please answer the following questions using complete sentences or a thinking map or chart.

1. How is GDP calculated?

2. What is the difference between real GDP and nominal GDP?

3. Why aren’t intermediate goods counted in GDP?

4. Why isn’t GDP the most accurate tool for accounting our nation’s economy?

5. What is the difference between GDP and GNP?

6. How does aggregate supply and aggregate demand influence GDP?

7. Explain the 4 phases of the business cycle.

8. How do business investments, interest rates and credit, consumer expectations and eternal shocks affect the business cycle?

9. What are the leading indicators and how do they predict the business cycle?

10. Why is it important to measure GDP?

11. How are savings and investment related?

12. Why is technological progress important to a country?

