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After studying this chapter, you will be able to
= Define GDP
= Explain the way of measuring GDP
= Explain how we measure real GDP and the
GDP deflator

= Explain how we use real GDP to measure
economic growth and describe the
limitations of our measure
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GDP Defined (Alaa¥! (Asall gilil) ciy s

GDP or gross domestic product is Aol paal Adgadl Aadl ga eyl laa) gl
the market value of all final goods and " "

. . . Rima dfia ) s 5 A La ALy JA Aadial) Llgdl) cilasdl
services produced in a country in a A 4l B DA La dly J31 Apial Ailedl) clasilly

given time period. o) 3al dal (e iy el 138 S
This definition has four parts: A sl dadll o

Loledl) el 5 aludl
- Market value Aledll o) s ol

Lo ab Jals daiad)

Final goods and services
Amadyia )byl A o

Produced within a country

In a given time period
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1- Market value

GDP is a market value—goods
and services are valued at their
market prices.

To add apples and oranges,
computers and popcorn, we add
the market values, so we have a
total value of output in dollars.

A8 gual) Aal)] -

A - 48 s Aad st lea Yl el il
A8 gl LAJ\.:.M:L leadldl él..uj\

Ej.@éij oJas yll g C\éﬂ\ ey ) Lidal 1)
¢408 gl ﬁsj\ugm.a\_u\ﬁ ¢ ldall g 5 gnaSl)

Y sl il Adlea ) il e Jan ia
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2- Final goods and services 4zigll claadld) g alud)

GDP is the value of the final goods and services Al Alaadlly alull 4l g Jlaal) sl m3ll
produced. Aatiall
Afinal good (or service) is an item bought by its final user pxdiuall g jisy Aalu (o) a‘fﬂ s)( “-“L@-‘” aalull .
during a specified time period. BAdna dyia )3 58 OIS Al

: . il dall ea Sl Lall 3all: Jla o
« EX: Bread sold to a consumer is a final good g s dlgiuall glaall 32007 J
Afinal good contrasts with an intermediate good, Which  {gamis Zale a5 cidas sl aludl ae dgledll aludl il

i_s an item that is produced by one firr_n, bought by anqther S Al (5 5KAS iy csal AS 0 Ly i s Lo 48
firm, and used as a component of a final good or service.

Al daxa

« Ex: Wheat sold to a baker to make the bread is an dbasu g axlu ga Al aial Hadd eliall madll; Jha e

intermediate good Zlga ) uiall dhaudl Gladdly aldl aledia) e
Excluding intermediate goods and services avoids wriaal)

\ double counting.

W,
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3- Produced within a country Lo aly Ja)a dadiali3-
GDP measures production within a zWY) - Lab daly 7Y Jlea) sl Ul Gy
country—domestic production. RAEON|
4- In a given time period ima dyia )5 y30 34
GDP measures production during a Ayie )5y DA LY  daal) sl &30l Gudy
specific time period, normally a year or a oo &) sl ale Bale Baase

quarter of a year.
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Aggregate expenditure Sl N
*Total expenditure on final s A8l lardlly ol (e GUYI laa e
goods and services equals the VR
value of output of final goods el ) = ey Y = i) Jale
and services, which is GDP. F asSall Y + LY + gyl = ey
GDP= Total expenditure = C (Sl - =l st

+1+ G+ (X=M).
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Aggregate income Sy Jaall
*Aggregate income earned from Y Ailgill aludl 2l e caniSall Jaall Jlaa) o)
production of final goods, Y, equals the D55 ) sl aladind Jilie 42dy &5 e s 5 sl
total paid out for the use of resources, 2LV s gyl il gl
wages, interest, rent, and profit. Sl s el ALl s (e LeiWloay) aan IS ) pbie

*Firms pay out all their receipts from
the sale of final goods, so income
equals expenditure,

ea Y1 Y (5 sy Naa Yl JaT s

Sl sl il = Jaal) Glay) = Jaayl Jaalle
- Gl palall) + esSall Byl + Hlaiin) + NlgiuY) =
‘GDP=Y=C+1+G+(X=-M). (<ala ) sl

~N
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il palall) 4+ esSall B! + Hlaiin¥) + giu) = Jleaay) sl il = sy syl = ) Jaal
(L_\\AJUM -
GDP= Total Expenditure = Total Income = Total Product (output)
GDP = Consumption + Investment + Government Spending + Net Export

GDP = Y= AE
GDP=C + | + G + NX.
GDP=C + 1+ G + (X-M)

o = All private consumption’ consumer spending in the economy.

o I =All of a countrv’s investment 1n capital equipment. housing,_ etc.

* (= All of the country’s government spending. It includes the salaries of a
government employee, construction, maintenance, etc.

¢ NX= Net countrv export — Net countrv import

~N
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LATIN AMERICA
AND CARIBBEAN
MIDDLE EAST

$2nxY / EUROSE
ASIA

r 329% ,

~1 / GERMANY

e $3.997

AQ’ 4. 65% Loaes
L66Y FRANCE ™\ == e
frasx ] s278Y X .....‘:

== = 32‘\ \ ITALY

/ \. \. o

asedd
B

_—_ PORSTY

“ esr | weaTED

KINGDOM /

NORTH AMERICA

5.79% / ,'Ug;* s

,;;—,,;* 29%~ UNITED
="  STATES
$20.49T
23.89% /=X

World GDP

Article & Sources:
RELDA S HOWITAACH Nt B B R S/ T WO a-acononyy- 2008

howmuch




MIDOCEA

UNIVERSITY

Measuring Gross Domestic Product &) clewa

Chapter laayl Aaal)
e N
Net Export = Exports - Imports Sl gl - Glpabal) = @l jalall ila
NX = (X-M)
L.S,)IA-‘M u\‘):m]\_a il Q\JJ\}M < Q\JJ\..A\
Exports > Imports Surplus sl sl sme gl > il
Exports < Imports Deficit o O el o) Qo sli= @l jalall
Exports = Imports Balanced
\. y,
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laay) Aaal) ZI Glual Lgaddin) <2005 alad | jalad) cliby M) Jgaal) g
Problem (1)
The table shows data from the United
Kingdom in 2005. Calculate GDP in the __ltem Billions of pounds
United Kingdom and Explain the approach  Wages paid o labor 685
. . Consumprion expendirure 791
(expenditure or income) that vou used to Taxes 39,4
calculate GDP. Transfer payments 267
Answer Profits 273
The expenditure approach will be used Investment 209
Government expenditure 267
GDP = AE Exports 322
GDP=C+1+G+(X-M) Saving 38
GDP = 791 + 209 + 267 + (322-366) ‘mports 300

GDP in the United Kingdom = £1,223 billion

M =E — 366=322 — Trade deficit

\. _
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The transactions in Jupiter last year

ave im the table to the right. —= Btem - Ei"gg‘:;;n
- Cﬂ'cu:;:_te Jupiter’s aggreg Consumption cxpenditure O OHON e
b c:“:::] e Taxcs 350,000
- cutare J“Fj_tﬂ s met exports. Transfer payments 1 540, O
c. Calculate Jupiter’s government Profics : 00000
expenditure. Invesoment F S0, Oy
Exports <D, OOy
Sawving <00, OWDnh
Impores F 500, Oy

Answvwer

a) Agoregate expenditore = GDP = S$1_ 400,000

by N =X — MN= S400_000- 3350 000 = $50.000

c) Jupiter’ s government expenditure was 5300 000, As-
SR+ TGN
£1_ 400000 = 700,000 + E350_ 000 + G + F50_000
£1. 400,000 = 31100, 000 + & TH‘NK
G = 51_ 400,000 - 51100000

\ = = S300_ 000
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Gross Domestic Product can be measured as g 3a4S (laa¥) Aaal) Eilil) (uld ¢Say
the sum of Cle iy gl allly el cileadlly ol
a. final goods and services, intermediate goods, . el s
transfer payments, and rent. Blay agSall GUN; Jlalia¥ly D) o
b. consumption, investment, government ‘ g el
purchases/ expenditure, and net exports. oY sl il Do dasy i), &
c. consumption, transfer payments, wages, and sl 215 b5 osadls latin), 2
profits.
d. investment, wages, profits, and intermediate
production. o

1 A8 o) Aal £ gana 52 Man¥) Aaall gl
Gross Domestic Product is the sum of the ) Angus Ml ), |
market value of the Axilgdl) clasidly alud), o
a. intermediate goods. Aniadl il =
b. final goods and services. Al Slaxdlly aludl,
c. manufactured goods.

\ d. inferior goods and services. )
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If a cobbler buys leather for €100 and 50 Jitia Usgid g 9,90 100 Jslia Jala 3aY) adba (g il 13)
thread for €50 and uses them to produce 925 500 Aoy Apda a9 U Lagadinl g 99
and sell €500 worth of shoes to A Ay Aaal) mill b daalual) Gl (aSlgiall
consumers, the contribution to GDP is a.€50.
a.€50. b.€100.
b.€100. c.€650.
C.€650. d.€500.
d.€500.

Alalaal) oda 95 gead JAaa Y 3ia dalaal 5 a1
If your grandparents buy a newly built Sl g,
retirement home, this transaction will Gl pba Ala b,
affect dae Sa by yida
a. investment. leinl d

b. net exports.
C. government purchases.
d. consumption.

\_ J
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Intermediate goods are not included to calculate Y A U Gl (A daesl @“'“ "'“'; e Y
the final output because: - ML@:;;S) ‘

439 e e datt lgd)
a) they do not have value ab ¥ Al el aludl b giad cpad ah) 7
b) they have unknown value rmaal) 771 93 ) AlSia cuindl Lgblia)

c) their value is included in final goods, so they

. G Lae 25 ) -
are not added to avoid the problem of double

counting A Maay) laall gl cid Al aiali L Sale
d) none of the above Chd Agal) (e dof Sla Baga gl Aduma (s gheeay 4l

_ gana, AL ) Alaal) Asal) gilil)
A country with a larger GDP per person

generally has a greater standard of living or b Al Apdal S el AS 3 a g of A8 Ha) il 1)
quality of life than a country with a smaller GDP laa¥) aal) gl ddla) L) A gagd m)_“,\_,
per person. True LY ol 4:;1‘-9‘3\ iaall @l ) Gad oSl aul

e, Basial

If company A, an American corporation,
produces sneakers in Thailand this would add to

\_'Lh.a.i.l.a.n.d'_s GDP but not to U.S. GDP. True j
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Steps to measure GDP inflation rate/ riaal) i) (8 adlall) Jana (il il ghad

price level: ) (5 giesa [ Alaay)

1. Measure Nominal GDP @Y\ Gl (ol il ol 1]

2. Measure Real GDP sl Jaay) Jdadll Ul Glea 2

3. Measure GDP deflator (1/2)*100 eV (laall il (LSS dalee .3

4. . . 4

GDP Inflation Rate
— GDP Delfator Year 2 - GDP Delfatar Year Iy |00
GDP Delflator Year |

J
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‘Real GDP is the value of final goods pladl dad a Al Jlaal) sl ilille
and services produced in a given year Yo (e ple (g Aatiall Al Sleasd)
when valued at constant prices. oY) A el [ A0E jladls Lgands
*Calculating Real GDP aiall Jaa¥) sl il Glue

*The first step in calculating real GDP Hlaayl Jadl illl Clus 8 A6V 5 shaslle
Is to calculate Nominal GDP, which is Slea¥l sl il Clas 4 LAéa])
the value of goods and services DA Aatidl cileadll 5 aludl dogd Sy ¢ ans)
produced during a given year valued at (Aalall aull) aladl A3 jlanly (una ple
the prices of that year.
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~

Nominal GDP

Real GDP

It 15 the value of final goods and services produced 1 a
given vear valued at the prices of that year

Nominal GDP=} () Current Period X Prices Current Period
= (Q1(2002) * Pr2002)) + (Q2(2002) *P(2002))

It 15 the value of final goods and services produced
i a given vear when valued at the prices of a
reference hase year.
Real GDP=} Q Current Period X Prices Base Period

- (Q1(2003) *P200)) + (Q2(2003)*P(2002))




Real GDP and the Price Level (Ja¥) Al zalll

MIDOCEA

UNIVERSITY

Chapter 2od) (6 glana g (Ai8al)
e N
dalaal) dyilgdll ciladiall 39 jlawd) Jira a3 GDP deflator) (s Aol gl (il Jabas
83 (g i) e By (A
. P Deflator  Nominal GDP
The GDP deflator is a measure of the G[}:DF;U?;H = —RealGDp _* 100
overall level of prices.
GDP Inflation Rate
— x 100
GDP Delflator Year |
J
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Pizza Latte
year P Q P Q
2002 $10 400 $2.00 1000
2003 $11 500 $2.50 1100
2004 $12 600 $3.00 1200
a) Compute nominal GDP in each year:
Answer
2002: $10x400 + $2x 1000 = $6,000
2003: $11x500 +$2.50x 1100 = $8,250
2004: $12x600 + $3x1200 = $10,800
J

Real GDP and the Price Level () Aaal) Uil
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Pizza

year P

Q

—2002 $1s10] 400

2003 $11

500

2004 $12 600
b) Compute real GDP in each year

using 2002 as the base year:

Answer:

2002: $10x400 + $2 x 1000
2003: $10x500 + $2x 1100
2004: $10x600 + $2 x 1200

Latte
P Q

$$2.00] 1000

$2.50 1100
$3.00 1200

$6,000
$7,200
$8,400

~N
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¢) Compute the GDP deflator in each year
Answer:
Nominal Real GDP
year GDP GDP Deflator
2002 $6000 $6000 100.0 120 x (6000/6000)
2003 $8250 $7200 114.6 120 x(8250/7200)
2004 $10,800 $8400 128.6 100 x (10,800/8400)
\__ .
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(25-2003 J 2002 (e pdall) Joire luad (Jlea) (Aaval) milill Galasd) Jalza i)
2004 J 2003
d) Use GDP deflator to compute the Inflation rate from 2002 to 2003, and from
2003 to 2004
Inflation rate from 2002 to 2003
= (D2003 — D2002)/D2002 X 100 GDP
=(114.6 - 100/100) X 100 =146 % year Deflator
Inflation rate from 2002 to 2003 = 14.6 %
2002 100.0
Inflation rate from 2003 to 2004 14.6%
= (D2004 — D2003)/D2003 X 100 2003 114.6 _—
=(1286-1146/1146) X 100=12.2 % g
Inflation rate from 2003 to 2004 =12.2 % 2004 128.6 !’0
'\ Y,
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GDP - What in it for me?
Economic Growth $lai®y) gaill
* Is your main indicator of the economic
activity byl Lliall i )l & piise iy Ja e
- Sales Leaders as to use the expected palaiae o GululS @8 el saill el 238 PRy o
growth as base to their sales forecasting. < beinl Llia 285 jall sbaBV) paill Jane 3 Jsall
« Countries with high rate of Economic sl

growth are attractive for new investment.
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*We use real GDP to calculate the
economic growth rate.

*The economic growth rate is the
percentage change in the quantity of
goods and services produced from one

~N

Jare luad sl Jlaay) ol gl aasiue

)Auﬂdaj.\d\ A_u.n.d\ A Lgd\.a.aﬁ\]\ yuj\ Jazqe
dﬁ\é\mww\u\.‘cdﬂ\jéﬂhw

Economic Growth = (Real GDP
Current Period — Real GDP Last)/ Real
GDP Last

— Aghal) 5l idal) leay) daal) giil) = galaBy) gall
(Al gl / (ARl 5 a8 agdal) Maa¥) daal) gl
Al 3 58Y 8 gl eay)

We measure economic growth so we
can make:

1. Economic welfare comparisons
2. International welfare comparisons

‘}JAJUA 4_'¢S.¢u"'q.'b gdL«aﬁW 9-4-'-"14_“‘-‘-',. "'QA-"Z
:g,.._b” Lo

Lala®y) 4ald )l b e ]

Al gall Aald )l b jlae (2
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1) Economic Welfare Comparisons Lalandy) Al )l cl e (1
-Economic welfare measures the nation’s Al pall ol 4aald Hll dalall Alad) Lol 4ald )l sy

overall state of economic well-being.
Aald it Gllia Ll S8al) JlaaY) (el C"L‘M o e

Real GDP is not a perfect measure of sl A palaiay)
economic welfare for seven reasons: 52 pall Cilipnt Jay ¥ il Jllea) Jladll il 1
1. Real GDP does not include Quality .. ) .. "
) | =Y Jad Ay | il
improvements el g e ¥ aiadl lan ¥l laall g 2
. ‘ b e LY Jadn ¥ asall Jlaal) sl il
2. Real GDP does not include household o e 3 e m\‘g L Jw\ﬁ\im.\ -3
production I R
3. Real GDP does not include the underground ‘mmy\ @u)ﬂ 5,95\ & sl p

economy, illegal economic activity.

« The underground economy means that GDP
will understate the actual level of economic

\_ welfare. : W,
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Aaata 1 Lalall NS AolaY) duals ) usks

Economic Welfare Comparisons

-Economic welfare measures the nation’s A pall HalEY)
overall state of economic well-being.

‘Real GDP is not a perfect measure of e Ve (il (Jaay) aal) kil sn, e
economic welfare for seven reasons: e xmugé\z\ FIRER
Real GDP does not account for people’s health . i . . .
and life expectancy o A éﬁf)ﬁ?ﬁ s S
R(_eal GDP does not consider the value of iad el 3 al Y Ladal) Yl Lladl il
leisure time.. : ; : CF Sl
Real GDP does not consider Environmental . . o TR Ll s
Quality / damage 5> el B 2R Y b \‘*Jti“ J)*él\‘/ﬁ:
Real GDP does not indicate the extent of_ e )éj\ 30 ) et Y el laaYl el il

political freedom and social justice enjoyed by ;g .1, e L) Al
a nation’s citizens skl a las gy A 5

(1
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How do people spend their time? Our World

Averages of minutes per day from time-use diaries for peaple between 15 and 64.

: Personal care r Eatln & drinkin
Education ()(tt?gs})‘re'?/gflu:’vee?!n;g ‘ . — . Total

In schoo! & study
Sleep Other leisure

Paid WOl"k leisure
China Y TN 7 228 mins
Mexico 172 mins
South Korea 258 mins

292 mins
253 mins
278 mins

Austria
India
Canada
Portugal
USA

New Zealand
UK

Ireland
Poland
Germany
Netherlands
Turkey

241 mins
292 mins
301 mins

305 mins
312 mins
286 mins
331 mins
216 mins

286 mins

Norway 369 mins
Denmark 328 mins
Finland 331 mins
Belgium 339 mins
Greece 341 mins
Spain 316 mins
France 293 mins

323 mins

Italy

Data source: OECD Time Use Database, Gender Data Portal. For most countries surveys were conducted between 2009 and 2016, but surveys for some countries are older
OurWorldinData.org - Research and data to make progress against the world's largest problems Licensed under CC-BY by the author Esteban Ortiz-Ospina
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 When Real GDP is used to / eriad) (Alaay) (Aaal) i) pladind oy Lasic
- - / L ¢ AT aly e Le ol b dulatiy) Aalh ) 43 jaa)

compare economic welfare in one
Ol A jlilSdia

country with that in another, there
VLol aial) s sl gl st sy o

are two special problems arise:
1. Real GDP of one country must be el 8 derdivall dlaall Cilas 5 ud

converted into the same currency aladin) Caay Iy AY) ALl Sl L)
units as the real GDP of the other —apall jr
country, so an exchange rate - - o sl 5 ol oyl D) Gl aladil Cany o
must be used. o Ame latia el 81 (g lae o5 ) ol
2. The same prices should be used L (A L el e 1 STl BT 585 8 L
to value the goods and services in AY

the countries being compared, but

prices of particular products in -

one country may be much less or

much more than in the other

country : J
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(aal) gl (hlasi) Jalza Ols <2002 als LA MN9221000 s o) Alaa) Aaal) zilil) O ga il
Ay Aaall zill 105 & 2002 alad Alaay) Aaall il GElaSi) Jalea ()9 <100 52 1998 alat Alaayl
198 2002 ale A il A8a])

Suppose that nominal GDP is $21,000 in 2002, the 1998 GDP deflator is 100, and
the 2002 deflator is 105. The approximate real GDP in 2002 is

A) $20,000.
B) $21,000. GDP Deflat Nominal GDP
eriator _ omina
C) $19,048. Formula ~ ~ RealGDP 100
D) $22,050. 5
105= 21000 x4 3
Real GDP - P BN’
4
1.05 = 21000 ‘
Real GDP
THINK

Real GDP = 20000
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Which of the following is NOT included in real
GDP?

A) Production of services, such as the services of
doctors.

B) Production of goods that last more than one
year, such as television sets.

C) Production of goods that do not last more than
one year, such as gasoline.

D)Production in the home.

Which of the following is NOT a reason that
real GDP is a poor measure of a nation’s
economic welfare?

A) Real GDP omits measures of political freedom.

B) Real GDP does not take into account the value
of people’s leisure time.

C)Real GDP does not include the underground
economy.

\D) Real GDP overvalues household production.

~N

foAtal) ) Asall milll 8 JAn Y b Laa gl
by cled Jie ccleadl) #L)) |

DUl 3 el Jie canl g ale e ST 0x 3l alud) ) oo
Ol Jie sl sale e JiSTaen Y 3l dludl £l &
Joal) 8 Fldy)) o

Rial) MYl aal) @l o8l Lo o ¥ b Laa
4N ApalaiBy) dalh U ias b.ul.ﬁ.a

Aoubaall 4 all Guplie Gaaal) Jeay) sl il Jisy) |
C g dad eVl 8 aal) Maay) sl bl b Y) @
ol §1 58
o LByl aEall My Jdadl & dedy V) 2
gl

) L) s B BBl Al el gl Ally) o

_/




_ MIDOCEA|
Think UNIVERSITYl

~N

Sy (o) Alaa¥) Aaal) gl Guldy oSl Sy (Adal) Alaa¥) Aol @il Guld;
Adaall A Al e

ool s ddlall ) .

Lajall dladl o

el Ll (b Ao o

Real GDP is measured in prices while nominal GDP is measured in
prices.
A foreign; domestic
B. current vear; base year
C. domestic; foreign
D. base vear: current vear
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* Definition of GDP ) sl bl Cay jai o
« Measuring GDP ) sl pill) o
« Real GDP and the Price Level DY) (5 sty Rall leaV) sl mlill o
« Measuring Economic Growth shaBY) sl Ll e
« Limitations of Real GDP as a measure of  Zali 1 ulée€ déall Maal) Jsall Ul 208 o
economic welfare Aalaiy)
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To calculate GDP using the expenditure oad (G g aladiady Aleaal) Aaal) ml Gilwad
approach, it is not necessary to add A a8l G ABLd) (g9 ) (e
government expenders. False

If a measure of real GDP could include the O ial) el Asal) @il (ubia GlSaly ¢S 1)
value of leisure time, measured real GDP  &8all laay) Aol il old £ 8 cd g dad cradaly
would increase. True a3 e (uliall
The underground economy means that Aaay) Aaal) il o) ) el e eyl s
GDP will overstate the actual level of (B AgalaiBy) Aald 1 Jhadl) (g gicall pafS B Ao
economic welfare. False

Gross Domestic Product can be measured Mg £ ganaS Alaay) Asal) iUl (bl (Say
as the sum of consumption, investment, s gl U Mafiad aa o e gSal) U LaiiuY) g
and government spending, excluding T

intermediate production. True
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The fact that prices for similar goods e Jgall e dbudia dlilaal) aladl jlad ¢ 488a
are consistent across nations Jo) O Adal) Alaa¥) Aaal) il Gl s
simplifies comparisons of real GDP B-IEN
across countries. False

When imports exceed exports, then s dUia ol () jaball &la gl jglati Lasie
there is a trade deficit. True e bl
A country with a larger GDP per ALt Lo gas 3 ALl 8] Mlaa) Aaa gl cd 4 g
person generally has a higher raa o) Bl Baga ol Aduma (s gis
standard of living or quality of life .

True

Leisure time is included in the GDP. (A Aaal) Asal) z5U A Jgadia §181 <y
False
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True and False Questions

Real GDP undervalues household
production. True

ZUN) Aad (o JIy Bdal) laay) laal) gl
T (o il

Gross domestic product is not a
measure of the total value of all
final goods and services. False

JLI1) A dll Uil l Maay) laal) il
s Auilgdl) cilasdll g alod) aseal

Taxes are not one of the
components of the expenditure
approach to measuring GDP. True

o AN g wligla (pa Baal g sl il puall
renia  Aaay) Asal) milill gl

Quality improvement of products is
Included in GDP. False

oAnal) ) B ) gadia cilaiial) 853 (il
PRI

~N
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GDP counts all produced goods
and services, whether final or
Intermediate. False

aded) aed Guuay Alaal) Aol milll
Uad Ao gl) o) duilgdl) o g daiiial) cilaadldlg

An increase in nominal GDP may
result from higher prices rather
than higher output. True

055 B ac) ) Jadd) i B sl
Aaiial) dpasl) a3 (g e Bl 3 Aol

@4

Real GDP uses base-year prices to
measure actual economic value.
True

D o addiicy Ad8al) eyl Aaal) gl
e Aiadl) palaBY) Al Cluad (uluY)

Product quality improvements are
directly included in real GDP
calculations. False

G pdilsa (S dgludial aly ailal) 3 g2 (sl
Uad (odal) Jlaal) Aaal) mill b

~N
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GDP per capita is the best direct Aga Juadl ga aagl) A0 Alaa¥) Asal) gilily
measure of income distribution Uad ) G JAal a3 g8 (bl pdilia
among citizens. False

Economic growth can be positive aa i Lalag) (1680 O (Say 3Ly gall)
even with environmental rea Al Baga A A

degradation. True

Informal transactions (like (Sl e Jand) Jia) pan )y cBlalaall
unregistered work) raise the oeliall Alaal) Asal) g3l dad Ca 2 s
officially measured GDP. False i Lian

An increase in investment usually gL ) s La LS La aly & jLafia) 34l
leads to higher GDP in the long rea skl gaall e Alaa¥) Asal) gl
run. True
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True and False Questions

GDP is unaffected by exchange rate
fluctuations in international
comparisons. False

o s aty Al Y Alaay) Aaal) gl
Ui A gl il i) 8 i pual

If imports exceed exports, net
exports decrease, which lowers
GDP. True

QI a5 (il bl Cpa ST i ) o) a1
Ul (add ALy @l jalal) Ala (adds )
rea (Al Aaall
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As we conclude this lecture, it is useful to
reflect on how GDP, real GDP, and growth
measurement are used in practice — not just
as academic metrics, but as essential tools for
governments, economists, and international
institutions to evaluate performance and shape
policy.

1. GDP as a Health Check of the Economy:
Gross Domestic Product is often used as a primary
indicator of a country's economic strength. Stable
and consistent GDP growth signals economic
expansion and increased production and spending.
For instance, if a government reports 5% annual
GDP growth, it is typically viewed as a success of
economic policy.

On the other hand, a decline in GDP over several
guarters may indicate a recession and trigger
iImmediate policy responses.

\_

5o il iy 35S laal) sl il andis

)

adiind @S Jalii of Libal) (s o5 pdslaal) 00 alis
glilly « (GDP)dasyl Aaal gl aulis
0 £lsw o 24l allell ¢ gadll C¥Irayg o Hdn)
Llua Jaf a cLlaldy) Cluw gall gf Cla g€l Jud
SA ARy e Y andi i) Sl
s eyl

+ MaiBy) daial s GDP

ah ) e 1300 GDP Ja Ladind ik gll sl
Y 8Ly slaBY) ausll e Aok el
ANGY

g e bl Gl Sall jacad Lavie (JUd) Jaw e
g al e i e i dBsie %5 4wuGDP
ol Loba®Y) il

el 3 At Jpesd 33e] GDP Gialiall (Jia) 3
Nax et LS, Ala b SbaBY) Jsae
DA xilia (e Slale
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2. Real GDP and Inflation Adjustments:

Real GDP offers a more accurate picture of
economic performance by adjusting for inflation.
For example, if nominal GDP increases by 8% but
inflation is at 6%, real GDP growth is only 2%.
This distinction is critical for avoiding misleading
interpretations of economic strength.

3. Tracking Long-Term Growth Trends:
Measuring GDP growth over time helps
economists identify long-term economic trends and
assess whether a country is progressing toward its
development goals.

It also helps determine if structural changes or
policy adjustments are needed.
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Laduaill g Adal) GDP
A8 jpa 4 eliy e e Y Laial) GDP plasiiul
adnaill il aad aay edll gl
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%.2 Jslal Y Aasl)
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4. Limitations of GDP in Reflecting
Welfare:

While GDP is an important indicator, it does
not capture overall well-being or equity within
society.

It ignores income distribution.

It excludes non-market activities like
household labor or volunteer work.

It overlooks environmental degradation or
social stress associated with rapid growth.

¢ Practical Example: A country may achieve
high GDP growth while simultaneously
experiencing rising poverty or environmental
decline — situations that call for the use of
alternative metrics such as the Human
Development Index (HDI) or Quality of Life
Indicators
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"While GDP is a foundational tool in Bl e leadl sl il o) o2 )"
economic analysis, it should not be the sole Yol Y oealai®y) Lldall aedl dpulal
measure of progress. True development sl gl ledl s il (s
requires an understanding of not just output T

and inflation, but also the distribution of wm:yﬁdi d\j‘&d\ ‘i@j\ &Jm?‘
wealth, the sustainability of growth, and the R (EIOSS  —
overall quality of life for citizens." O DAl e Bai Le o Al
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Thank You




