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Accounting

C+l +G+X=Y

S, =E(Y+V+F+Q-T)-C

Where (.) is disp. inc; S; = (T-F - Q) -G

2 Y+V=C+S, +(T-F-Q)



National Income Accounting
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Real GDP

HEAL GROSS DOMESTIC PRODUCT
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Deflators: Nominal to Real

CHAINED PRICE INDEXES FOR GROSS5 DOMESTIC PRODUCT
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TABLE 2.3 RELATION BETWEEN GDP AND NATIONAL INCOME
IN 2001 (BILLIONS OF DOLLARS)

Gross domestic product 10208.1
plus: Net factor payments =53
equals: Gross national product 10202.8
less: Depreciation 13514
equals: Net national product 88514
less: Sales and excise taxes /94
less: Business transfers 44.6
less: Statistical discrepancy —149.8
plus: Net subsidies to government business 54.8
equals: National income 8217.5

SOURCE: U.S. Department of Commerce, Survey of Current Business, May 2002, p. D-5.

Macroeconomics, 6th Edition
Copyright © 2005 W. W. Norton & Company



TABLE 2.4 NATIONAL INCOME, PERSONAL INCOME,
AND PERSONAL DISPOSABLE INCOME IN 2001
(BILLIONS OF DOLLARS)

National income 82175
less: Contributions for social insurance 7312
less: Corporate retained earnings 1321.4
plus: Nonbusiness interest 1409.9
plus: Transfer payments from government and business 1148.8
equals: Personal income 8723.5
less: Income taxes 1306.2
equals: Personal disposable income 7417.3

Note: Wage accruals less disbursements, a trivial accounting item, is omitted
from the list of adjustments to national income.

SOURCE: U.S. Department of Commerce, Survey of Current Business, May 2002,
pp. D-5 and D-7.

Macroeconomics, 6th Edition
Copyright © 2005 W. W. Norton & Company



TABLE 2.5 LABOR AND PROFIT SHARES OF NATIONAL INCOME
IN 2001 (BILLIONS OF DOLLARS)

Labor sh
Compensation of employees 6010 i
/3 percent
Proprietors’ income 743.5
Rental income of persons 142.6 ,
] Profit share
Corporate profits ’67.1
, 27 percent
Net interest 554.3
National income 82175

SOURCE: U.S. Department of Commerce, Survey of Current Business, May 2002, p. D-6.

Macroeconomics, 6th Edition
Copyright © 2005 W. W. Norton & Company



TABLE 2.6 GROSS SAVING AND INVESTMENT, 2002
(BILLIONS OF DOLLARS)

National saving [SP + Sg] 1573.7
plus: Foreign saving (S,) 495.6
equals: Investment (/) 2069.3

SOURCE: Economic Report of the President, 2003, Table B-32.

Macroeconomics, 6th Edition
Copyright © 2005 W. W. Norton & Company



The National Savings Identity
C+l +G+X=Y

Y+V=C+S, +(T-F-Q)
C+l +G+X+V=C+S, +(T-F-Q)

CAEX+V=E,-N+(T-F-Q)-G

Sq



The US Example
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Employment and Unemployment

U = (L-N)/L , "the unemployment rate”

* L is the labor force, as measured by
statisticians at Bureau of Labor Statistics

* N is employment, measured by BLS (using
household survey)

* So U is an unemployment rate in %



Employment

There are two series for employment:

Household based (relies on estimates of total US population)
Establishment based (relies on firm survey)

Latter more reliable; former used for U
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Caveats

* The rate will be affected by both changes
in L and N

» But the rate of job creation has been
unnaturally slow in last recovery

* The standard unemployment rate does not
take into account underemployment
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Unemployment Rate:
Official v. Alternative
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Okun’s Law

(Y-Y*)/Y* = -3x(U-U*)

* Unemployment moves in opposite
direction to output gap.

« When U=U*, Y=Y~



REAL WAGE (%)

Labor

At this level of
employment the
marginal product
of work is

(W/P)* greater than the
forgone cost of
other activities
for workers

demand

Ng N* EMPLOYMENT (N)

. S Macroeconomics, 6th Edition
FIGURE 3.7 Incentives When Employment Is Below Equilibrium  copyright © 2005 w. w. Norton & Company



