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* National Income and Product Accounts
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* Employment, Unemployment



Accounting

C+l +G+X=Y
S, =(Y+V+F+Q-T)-C
Where (.) is disp. inc; S, = (T-F -Q) -G

2Y+V=C+35 +(T-F-Q)



National Income Accounting

[Eillicnz of marrent dollars; quarterly data at ssasonally adjusted annual rates)

Exportz and imports

Govermment consampticn expenditares

g Persanal G_ma:e: of grads and services and groes imvestment. Final Groas ﬁ.dde:_j
TasE o private ealos of || domestic dum:
Periad domestic | enmption | domestic Fedaral - 5 Gross
roduct | expendi- | imvest- Mat. e prr- national
B B ' Exparts | Imports | Total . and product. ([ chases
tres mEmnt EXpOria Total Mational | Mon- loal pradust
defenze | defenss

1905 e | T807.7 40758 1,140 01.4 g12.2 o036 | 1,360.2 §16.2 248.7 170.5 BAOUD|| TABES|| T480.0) 74334
1906 e | TB16.8] 52568 12408 052 26E.6 fg4.5| 1,415.0 56274 546 172.8 BERG|| T.7E61| T.O1E.1)| T.851.0
1907 i | B804.3 55474 13208 101.6 0558 10569 14687 530.6 2406 181.3 DRT.E|[ E2328( =S4060] 8387.8
1008 e | 874701 58705 16000 150.49 05581 1,1159| 15183 G304 345.7 184.7 DET.O| E8TeZ|| S006.0) B8 TERE
1900 e | D26B4| 82825 1,825.7 2605 0012 1,2561.7| 1,820.8 555.8 a60uG 1052 1,065.0( 9201.5( 9528.0) 93022
2000 i | B1T.0 B,7E30.4 [ 1,735.5 3705 10863 14752 17216 G78.8 2370.3 208.5] 1,142.8) 97605 10,196.4)| 9,8555.0
2001 e (10,1280 T,055.0( 1,614.8 BET.0| 1,0B2.8| 13008 15258 612.0 025 2208 1.212.8)|10,150.7 )| 10,495.0)) 10,1716
2002 e |10 460E] TAS0.T| 16821 4244 10059 14303 19611 g70.7 4571 2425 128150104577 10,804.0]) 10,5002
2003 e (1008722 7,709 1,670.4 50091 10456 15465 2,001.0 7548 406.7 2582 133710 10955.8)) 11,472.1 )| 11,080.8
2004 e [11,7E4B 82143 19281 6240 1,173.8| 1.797.8| 22150 227.6 5627 2740 138R3)|1187TR.0) 12 358.5]) 11,78R.0
2002 T .. 108388 T,280.3| 156841 B73.1 O76.4| 18495 19120 6540 418.2 2EEE| 125720 10341.6)) 10,7064 ]| 10,3505
IT i | 104266 73280 1,571.4 416.1 10082 14242 19483 675.2 4211 2440 12721 )| 10,4240 10,2427 )| 10,448.8
T e | 10,5274 7,386.6 1,502.0 4538 1,022.0) 14567 19718 G520 438.0 2450 1.280.8)|10,501.4 ) 10,9612 10,557.0
IV s 205021 745301 1,600.1 4746 10162 14908 20125 T06.& 461.1 2455 130500105650 11,065.7 || 10,641.1
2003: T v (1007170 T,555.2 1,61000 5026 10188 1.521.4) 20644 T24.0 467.2 2568 133040106952 11,2106 10,761.0
IT i | 102446 7,635.3( 1,610.8 5006 1,016.1 1.516.6) 20005 7634 507.2 2568 13271 )| 1084500 11,345.2)| 10911.4
T i | 11,0874 7,782.4( 16042 4058 1,046.6| 1.541.0) 2,108.2 T61.8 500.3 261.5] 134440 11,076.9)) 11,682.8]) 11,1548
IV i | 11,2B6.0 78666 1,757.0 50500 1,101.1| 1,6061] 2,116.5 TT0.0 512.0 258.00 134650 11,2062 11,741.1)) 11,320.2
2004: T e [11,457.1 B,082.3( 1,8182 5506 1,180.8| 16903 2,168.2 8088 538.7 2E0E| 1E5T.0) 11,4116 12,016.7 ]| 11,540.1
IT i | 11,8661 25,1456 | 1,9285 613.1| 11653 17764 2,205.0 224.6 547.2 2774 1.3804(111.604.212,270.1(] 11,712.8
I e [ 11,8188 22682 1,961.2 GIE0| 1,1BE.8| 1.821.8| 22B25 2365 562.0 2TRE| 130500 11,766.8 || 12 456.8 ]| 11,867.8
IV i 11,9862 841601 2,004.5 GE5.4| 1,217.1) 1.0902.5| 226000 24008 562.0 ITEE|] 14191 )| 119455 12 880.6 )| 12,082.0
2005 T e 12,1088 55858 20585 6075 12582 105046 2,302.0 0.2 575.3 2E60] 1441.7(| 1218380 12 806,58 (] 12,2882
IT i | 12,37B0( 86770 2,054.4 6010 1,267.1| 108381 238786 8608 GR2.G 2ETE| 1467.7(|12,882.1 || 13,080.0() 12,4155
7 e | 12,8067 88440 20005 T304 13814.6| 20451 23027 022 G01.7 2005 150040128254 13,336.1 | 12,650.0

VGDP kess aeqeorts of goods and services plus imports of gocds and servdees

Boures: Department of Commerse, Burenn of Economie Anabysis.



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 794
less: Business transfers 44.6
less: Statistical discrepancy —149.8
plus: Net subsidies to government business 54.8
equals: National income 82175

SOURCE: U.S. Department of Commerce, Survey of Current Business, May 2002, p. D-5.
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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.
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TABLE 2.5 LABOR AND PROFIT SHARES OF NATIONAL INCOME
IN 2001 (BILLIONS OF DOLLARS)

Labor sh
Compensation of employees 6010 SRRl R
/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.
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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.
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The National Savings Identity
C+l +G+X=Y

Y+V=C+§, +(T-F-Q)
C+l +G+X+V=C+5  +(T-F-Q)

X+V=ES,-N+(T-F-Q)-G
S

g



The US Example

Char 1-3 Saving, Inwesimant, aed the Carent Accoun Balanca
Lowyar matioras saving primanly sccounts i ths widenng of e oamanl scoount delicl since 2000

Smrcerd ol (-

P naticnal
13 Freaetmani
a
E d -.l 3 2 --..__‘-.. rl.-‘-- .
T =r " rm ® ]
! 2
4 F - = r i
-
a5 - i
L F
- Mal natinnal oy
RAIT

‘M T

- S acoound
aal il NHEE
I_- l L L | | L 1 | | 1 L
QR | 9ET 1 TEEIT T8 15ES k' 15ELE 20401 Akl

_‘I"III.I I-J-'_--II-II-F. -ll'l":ll e "-ﬁ|-|.|.a|. IFI'III:IFI'JII-"‘_‘-I‘-'




Unemployment

U = (L-N)/L

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

N is employment, measured by BLS

So U is an unemployment rate in %
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Caveats

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

* The unemployment rate since the last
recession has declined

« But the rate of job creation has been
unnaturally slow



FICATRE 1 EMPLOYMENT:
HOUSEHOLID AND ESTARBR-
LIEHMENT SURVEYS
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Employment

e There are two
sources:

 Household based
(relies on estimates of
total US population)

« Establishment based
(relies on firm survey)

o Latter more reliable

http://www.clevelandfed.org/Research
/Com2004/05-15.pdf



Participation Rate

Figure 3
Labor Force Participation Rate
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« ButL has also
declined.

* Demographics, but
also opportunities (so
L is endogenous)

Source:

http://www.frbatlanta.org/filelegacy
docs/HOTCHKISS-final.pdf



Alternative Measure of
Unemployment

Figure 7
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DEPARTURE OF GDP FROM POTENTIAL (PERCENT)
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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~
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