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• National Income and Product AccountsNational Income and Product Accounts
• National Savings Identity

E l t U l t• Employment, Unemployment



AccountingAccounting

C + I + G + X ≡ YC + I  + G + X ≡ Y

S (Y V F Q T) CSp ≡ (Y + V + F + Q – T) – C

Where (.) is disp. inc; Sg = (T – F – Q) – G

Y+ V ≡ C + Sp + (T – F – Q) 



National Income Accounting



Real vs. Nominal GDP



Real GDP



Deflators: Nominal to Real











The National Savings Identityg y
C + I  + G + X ≡ Y

Y + V ≡ C + S + (T – F – Q)Y  V ≡ C  Sp  (T F Q)

C + I + G + X + V ≡ C + S + (T F Q)C + I  + G + X + V ≡ C + Sp + (T – F – Q)

CA ≡ X + V ≡ (Sp – I) + (T – F – Q) – G 
SgSg



The US Example
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Employment and Unemploymentp y p y

U ≡ (L-N)/L “the unemployment rate”U ≡ (L N)/L , the unemployment rate  
• L is the labor force, as measured by 

statisticians at Bureau of Labor Statisticsstatisticians at Bureau of Labor Statistics
• N is employment, measured by BLS (using 

h h ld )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)( y)
• Latter more reliable; former used for U
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Updated Figure 3.1
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CaveatsCaveats

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

• But the rate of job creation has been• But the rate of job creation has been 
unnaturally slow in last recovery
Th t d d l t t d t• The standard unemployment rate does not 
take into account underemployment



Unemployment Rate:
Official v AlternativeOfficial v. Alternative
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Updated Fig. 3.6
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Okun’s LawOkun s Law

(Y-Y*)/Y* = -3×(U-U*)

• Unemployment moves in opposite• Unemployment moves in opposite 
direction to output gap.

• When U=U*, Y=Y*




