Supplement 1

How to calculate  GDP
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Percentage of GDP
Personal consumption expenditures (C) 10,089.1 708
Darable goods 1,035.0 73
Nondurable goods 2,2202 156
Services 6,833.9 479
Gross private domestic investment (1) 16288 114
Nonresidential 1,388.8 97
Residential 361.0 25
Change in business invencories —120.9 —08
Government consumption and gross investment (G)  2,930.7 205
Federal 1,1448 80
Stare and local 1,786.9 125
Net exports (EX—IM) —392.4 28
Exports (£X) 1,564.2 110
Tmports (IM) 1,956.6 137
Gross domestic product 14,2563 100.0

Note: Numbers may nor add exactly because of counding.

Source: U.S. Department of Commerce, Bureau of Economic Analysis



Three Approaches

Source:   Frank, Robert H. and Ben S. Bernanke. Principles of Macroeconomics.Fourth Edition. McGraw-Hill Irwin,2009)
Expenditure Approach

GDP =  C + I + G + (X-M)
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The Three Faces of GDP.
The GDP ean bo expressed
qually well as (1) the market
value of production, (2) total
expanditurs (consumption,
investment, government
purchases, net exparts), or
(3) totaf Income (iabor
income and capital Income).
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Source:  Case, Fair, and Oster (2012), p.146
 Income Approach:

(1)  Calculate   National Income  


[image: image2.png]National |

m

Billions of Percentage of
Dollars National Income

National income 12,280.0 100.0
Compensation of employees 7.783.5 63.4
Proprietors’ income 1,041.0 85
Rental income 268.1 22
Corporate profics 1,3089 107
Net interest 788.2 64
Indirect raxes minus subsidies 964.3 79
Net business transfer payments 1341 11
-8.1 —0.1

Surplus of government enterprises

Sorce: See Table 6.2.




(2)  make some adjustment  to get  GDP
(On the opposite way,  the table below moves from GDP to National Income)
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Dollars

(Billions)

GDP 14,256.3
Plus: Receipts of factot income from che rest of the world +589.4
Less: Payments of factor income to the rest of the world —484.5
Bquals: GNP 14,3612
Less: Depreciation ~1.864.0
Equals: Net national product (NNP) 12,497.2
Less: Staristical discrepancy —217.3
Equals: National income 12,280.0

Source: See Table 6.2




National Output and National Income

Exercise 1

In a simple economy,  suppose that 

(1) all income is either compensation of employees or profits.  

(2) There are no indirect taxes

Calculate gross domestic product from the following set of numbers.  Show that the expenditure approach and the income approach add up to the same figure

  Baht


Consumption



5,000  


Investment



1,000


Depreciation

  

   600


Profits


  

   900


Exports


   

   500


Compensation of employees

5,300


Government purchases


1,000


Direct taxes



    800


Saving




1,100


Imports




   700
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Exercise 2
 Here are some data for an economy,  find its GDP.  Explain your calculation.


	Item
	      Baht

	Consumption expenditure
	600

	Exports
	 75

	Government expenditures
	200

	Construction of new homes and apartment
	100

	Sales of existing homes and apartment
	200

	Imports
	50

	Beginning-of-year inventory stocks
	100

	End-of-year inventory stocks
	125

	Business fixed investment
	100

	Government payments to retirees
	100

	Household purchases of durable goods
	150



Put the figures in the worksheet (see Table 6.2) and calculate GDP
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