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How to measure the MACROeconomic activities?
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It is the market value’of the final
goods and services newly produced
within a nation during a fixed period

What is the of time.
GDP?
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market value” pay attention to this remark, it will be explained later



*** The Production Approact
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*** The Expenditure Approach
GDP?

(S Gl S By gy b

P &1 sl Jlal cl oz i \%* The Income Approach

Jedrad b



¢ The value of all goods and services produced
in a period minus the goods and services
consumed in the production process during
that period
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** Gross value added VA is calculated for every
economic activity or sector and then summed
up to obtain the total gross value added for
the entire economy.

WGrod o & g s o bLis g pllad (ST Bliall Aol Sl o
Blall il Jla e J gl



Example:

Output 200
Material costs 60 _»Intermediate
Service costs 30 consumption
=60+30=90
Output 200
~ Intermediate consumption 90

= GDP/ VA 110
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** Gross Domestic Product can also be
viewed as the value of all goods and
services available for different domestic
final uses or for exports.

“*The GDP =
Expenditure Final ConsumptionC
A h + Government purchases G of goods and servic
pproac +Gross capital formation

+ Exports X

= imports M

GDP = C+I+G+X-MVM



Y Cilr » GDP oy d&) sl uld Ss o8

F bt Wl ol () gl sl @ slgw IS
SWYI jhezs slgw Aol 515 axli] ¢ b Jo Bl

(sl gzl of Aot 513
GDP =

S I C

+ Oledd-lg adudl s ‘;oj_{;-\ SwNG
+ et By I

+ oyl X

— oyl M

GDP = C+I+G+X-MVM




Example:

GDP using the Expenditure Approach

Consumption 38 million €
+ Investment 0€

+ Government 5.5 million €
+ Exports 1 million €

- Imports 5 million €

GDP= 39.5€
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38 million € Mgzl
0€ eI+
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It covers only the incomes generated within the

domestic economy. It includes the following 08

elements, plus the Depreciation:
1. Compensations of employees
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The income of workers: wages, salaries,
employer contribution for social security...etc

+*The
Income

Approach
1

2. Proprietor income
Astal) Jsi
The income of nonincorporated self-
employed:farmers, dentist...etc
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3. Rental income of persons &4

The income earned by individuals who own land or structures
that they rent to others.

4. Corporate profits < &l 7L )
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The remainder of corporate profits after wages, rents, and
other costs have been paid.

5. Net Interest 4uélall Xl 5dl

The interest earned by individuals from businesses and
foreign sources minus interests paid by individuals.

6. Taxes on production and imports
<l ) gl ag=) 9 Gm\}\ UJD i) _guall
Include indirect business taxes, as well as customs

duties and taxes on residential real estate and motor
vehicle..etc paid by households.
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7. Business current transfer payments
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Payments by businesses to government,
households and foreigners but not as wages or

taxes..etc, but as: charitable, donations, legal
settlements...etc
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Income
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8. Current surplus of government enterprises

g S Dl dold (55131 250
Is essentially the profits of businesses owned by
government, such as water, electricity...etc

we must add back in Depreciation «s%u»Y¥! which
was subtracted while calculating gross income.
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Compensations of employees

Proprietor income

Rental income of persons

Corporate profits

Net Interest

Taxes on Production and Imports

Business Current Transfer Payments
Current Surplus of Government Entreprises

total(=National Income: Net National
Product)

Plus Consumption of Fixed Capital

GDP

7113
+920
+120
+210
+90
+120
+100
+80

=8753

+560
=9313



Important:

while using the income and expenditure
methods, we only obtain the GDP at
market prices. Therefore, to equalize all
calculations, the value of GDP calculated
by the value-added method must be
converted to market prices by adding
indirect taxes on production and
subtracting production subsidies.



s fd dola db>o

& e Blalt el dd b alusul wis
oty QS ey SN Pt N
S QWYY A by sl ddy gl alus
N (Ggudl s iUl Jo Ladd D5 0
ad hsf ot Sl Gyl 5>
s d) Blal Ll ddky sl Sl
8 paldl p& Gl Bl M e @l
zWW Leddlt Sl Qg Y1 e



GDP at market prices

A
! \

GDP = ; value added} + taxes — subsidies

Y
GDP at factor costs

Adding taxes less subsidies on production and
imports converts GDP at factor cost to gross
domestic income.
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GNP = GDP + NFP

NFP Net Factor Payments: the income
paid to domestic factors of
production by the rest of the word
minus income paid to foreign factors
of production by the domestic
economy
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GNP = GDP + NFP
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*GNP was the official measure of aggregate productionin
USA before 1991, then was replaced with GDP.
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% GNP and GDP would be significantly different for
countries with a large fraction of national production

owned by foreign firms.
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Variants of

Net Domestic product/Net National
Prodct: GDP/ or GNP minus depreciation:

NDP=GDP-DEP
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NNP=GNP-DEP



Variants of

To convert any account from factor costs to market prices, we add indirect
taxes and subtract subsidies on production, and vice versa.

GDP at market prices=GDPat factor costsFindirect taXES(Tind)_ subsidies on
production(sub)
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Variants of

National Income NI = Net National Product NNP at factor costs

National Income NI = GDP at factor costs+NFP-Dep



Variants of
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National Income

government income “private income






Private Income

Households Income

X } Personal Income

corporate Income

, —






Personal income is not entirely available for use by

households,
as part of it is paid to others, such as tax payments and
non-tax payments like fines. T~
\\
Personal Disposable income ,!

(,,,,w

Personal iIncome — personal tax payments.—
non-tax payments




SO B b e YS dlemcasl (S8 Y csedd) J5-u)

J...o j&j‘ u\.cj.e.u 9\3..4 AJW\‘_S.C 'ﬁj w:(....’ 9}7 Sl
M\JQ.“ -~ .

-

T it sl <=’

by 8 ONeBUe—dg 0 SIS gdle— a5 idl |5l



Example:

40,000

10,000

25,000

10,000

15,000
40,000

5,000

40,000

Data
da Sall (e 4 )l 3 el (Current Transfers from
Government)
Allall 48y e ddlall (5 A Y1 4y jladl @l sall (Net Current
Transfers from Rest of the World)

S yill 7Ll 4y ya (Corporate Profit Tax)

S A e de Hsall e #LYI (Undistributed Profits
from Corporations)

3l 0 S a8l (e @ il (Transfers from
Corporations to Individuals)

dpad il duy yaall Ale ol (Personal Tax Payments)

da pall e dle dadl (Non-tax Payments)

da Sall o 4y yladl 3G a3l (Current Transfers from
Government)

850,000

320,000

250,000

110,000

60,000

1,470,000
25,000

45,000
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1. Calculate GDP (Gross Domestic Product)
GDP=C+l+G+(X-M) = GDP=850.000+320.000+250.000+(110.000-60,000) = 1470.000

GDP=1470.000

2. Calculate NDP (Net Domestic Product)
NDP=GDP-Depreciation=1470.000 — 45.000 =1425.000

3. Calculate GNP (Gross National Product)
GNP=GDP+NFP=1470.000+25.000=1495.000



4. Calculate NNP (Net National Product)
NNP = GNP - Dep = 1425.000 - 45.000=1450.000 This is the NNP at Market Prices

5. Calculate NNP at Factor Costs
NNP = GNP — Tdi + Sub = 1450.000 + O - 0 =1450.000



6. Calculate National Disposable Income

National Disposable Income=NNP + Current Transfers from Government + Net
Current Transfers from Rest of the World
= 1450.000 + 40.000 + 10.000 =1500.000

7. Calculate Personal Income

Personal Income = National Disposable Income — Corporate Profit Tax —
Undistributed Profits + Transfers from Corporations to Individuals.
= 1500.000 — 25.000 — 10.000 + 15.000 =1480.000



8. Calculate Personal Disposable Income

Personal Disposable Income = Personal Income — Personal Tax Payments
— Non tax Payments = 1480.000 — 40.000 — 5.000 =1435.000



