SESSION 8:

Macroeconomic Indicators:
GDP, CPI, and the Unemployment Rate
Session Description
Students will learn that macroeconomics is concerned primarily with data used to
analyze the country’s economic health. The session shows how data are used and
what some specific data measure. Students will use basic math skills to analyze data.

Talking Points
Macroeconomic Indicators: GDP, CPI, and the Unemployment Rate
1.

Economic growth is measured by the percentage change in real gross domestic
product (GDP).

2.

A percentage change is calculated by dividing the change in the value of a variable by
its initial or starting value.

3.

GDP is the total market value of all final goods and services produced within the
borders of a country in a given year.

4.

GDP is typically measured by adding together the spending of four sectors: household
(C, consumption expenditures), business (I, gross investment expenditures, including
new home construction), government (G, federal/state/local government expenditures),
and foreign (Net exports [NX] = Exports minus imports).

5.

GDP does not include financial transactions, transfers, secondhand sales, non-market
goods and services, or the production of illegal goods.

6.

Nominal GDP = GDP not adjusted for inflation.

7.

Real GDP = nominal GDP adjusted for inflation.

8.

Real GDP per capita = Real GDP divided by the population of the country.

9.

A price index is based on the cost of a particular basket of goods and services in a
base year.

10. The consumer price index (CPI) is based on a basket of goods and services purchased
by typical consumers. The current standard reference base is 1982-84 = 100.
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11. Inflation is measured by the percentage change in some price index (usually the CPI).
12. The rate of unemployment is defined as the percentage of the civilian labor force that
is actively seeking a job but is unable to find one (i.e., unemployed).
13. The civilian labor force of the United States is defined as non-institutionalized individuals 16 years old or older who are working or actively seeking employment.
14. A person is considered unemployed if he or she is a member of the labor force but
earned no wage or salary income from a job and is actively seeing work.
Macroeconomic Goals
1.

Societies have broad social goals. Included among these are the following:
a.

Economic growth

b.

Economic stability

c.

Economic equity

d.

Economic efficiency

2.

Economic growth refers to a sustained rise over time in a nation’s production of
goods and services. Economic growth is measured by changes in the level of GDP.

3.

Economic stability is a two-part goal that includes both price stability and employment
stability, which are measured by employment and unemployment statistics and with
price indices such as the CPI.

4.

Economic equity refers to a more-equal distribution of goods and services to citizens.

5.

Economic freedom refers to the ability of people in the society to decide the following:
how to earn income, how to save and spend income, whether and when to change
jobs, and whether to open a business or to close an existing business.

6.

Economic efficiency refers to not wasting scarce resources—that is, people produce
the goods and services that people want the most and economize the use of
resources in the production of goods and services.

7.

Updated data for GDP, CPI, and the unemployment rate can be found at
http://research.stlouisfed.org/fred2/.
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Economic Growth and Stability
1.

Economic growth is a sustained increase in a country’s output of goods and services.

2.

GDP measures a country’s output of goods and services.

3.

a.

Nominal GDP is the market value of all final goods and services produced in a
country in a year.

b.

Real GDP is the market value of all final goods and services produced within a
country over a given period of time valued in a base year. That is, Real GDP =
Nominal GDP adjusted for inflation.
i.

Market value is the current price of a good or service.

ii.

Final goods and services are those that are for consumers. For example,
tires that people buy to replace the tires on their cars are final goods, and
they are counted as part of GDP. When Ford buys tires to place on new cars,
the tires are not final goods, the car is. So, the tires are not counted separately as part of GDP. The car is counted as part of GDP.

iii.

“Produced in a given country” means only goods and services produced
within that country’s borders. For example, cars produced by Toyota in a
plant in Kentucky are counted as part of U.S. GDP. However, cars produced
by Ford in Slovakia are not counted as part of U.S. GDP.

The components of GDP are consumer spending (C), investment spending (I), government spending (G), and net exports (NX; exports minus imports).

Inflation
1.

The goal of economic stability has two parts: stable prices and stable employment.

2.

Stable prices refer to a low and stable rate of inflation.

3.

Inflation is a sustained increase in the average price level. In general, if the price level
rises and incomes do not rise as quickly, the purchasing power of our money decreases.

4.

Deflation is a sustained decrease in the average price level.

5.

The most common/reported measure of inflation is the CPI. CPI is a measure of the
average change over time in the prices paid by urban consumers for a market basket
of consumer goods and services.

6.

The CPI represents changes in prices of all goods and services purchased for consumption by urban households. User fees such as water and sewer service and sales and
excise taxes paid by consumers are also included. Income taxes and investment items,
such as stocks, bonds, and life insurance, are not included.
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7.

Prices for the goods and services used to calculate the CPI are collected in 87 urban
areas throughout the country and from about 23,000 retail and service establishments.
The data on rents are collected from about 50,000 landlords or tenants.

8.

The weight given to an item in the CPI is derived from reported expenditures on that
item as estimated by the Consumer Expenditure Survey.

Unemployment
1.

The second part of the economic stability goal is stable employment. A common
measure used is the unemployment rate. People are counted as unemployed if they
are 16 years old or older, not currently employed, and actively seeking a job.

2.

The unemployment rate is the percentage of the labor force that is willing and able
to work, does not currently have a job, and is actively looking for employment. The
labor force includes those who are employed and those who are unemployed—as
defined above.

3.

Stable employment does not mean zero unemployment.

4.

The “natural” rate of unemployment (the lowest rate that does not trigger inflation) is
the sum of frictional and structural employment (around 5 to 7% for the United States).

5.

The economy is considered to be at “full employment” when the unemployment rate
is around 5 to 7%.

6.

There are four types of unemployment:
a.

Frictional unemployment is short-term unemployment associated with normal
turnover in the labor market, such as people changing jobs or entering the labor
force for the first time.

b.

Structural unemployment is unemployment caused by changes in the economy
that result in a mismatch between the skills and/or the location of those looking
for work and the requirements for and/or locations of available job openings.

c.

Cyclical unemployment is unemployment caused by fluctuations in the overall
rate of economic activity. Cyclical unemployment occurs when there’s a downturn
in the economy (recession).

d.

Seasonal unemployment is unemployment caused by a change in season or time
of year.
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Session 8: Standards and Benchmarks
Arkansas Economic Standards
Strand: National Economy
Content Standard 5: Students will analyze the current and future state of the economy
using economic indicators.
•

NE.5.E.1 Analyze economic indicators used to measure economic performance
(e.g., Gross Domestic Product, unemployment, Consumer Price Index [CPI])

Common Core State Standards
•

CCSS.ELA-Literacy.RH.9-10.4 Determine the meaning of words and phrases as
they are used in a text, including vocabulary describing political, social, or economic aspects of history/social science.

•

CCSS.ELA-Literacy.SL.9-10.1 Initiate and participate effectively in a range of collaborative discussions (one-on-one, in groups, and teacher-led) with diverse partners on grades 9–10 topics, texts, and issues, building on others’ ideas and
expressing their own clearly and persuasively.

•

CCSS.ELA-Literacy.SL.9-10.1d Respond thoughtfully to diverse perspectives, summarize points of agreement and disagreement, and, when warranted, qualify or
justify their own views and understanding and make new connections in light of
the evidence and reasoning presented.

•

CCSS.ELA-Literacy.L.9-10.6 Acquire and use accurately general academic and
domain-specific words and phrases, sufficient for reading, writing, speaking, and
listening at the college and career readiness level; demonstrate independence in
gathering vocabulary knowledge when considering a word or phrase important
to comprehension or expression.

•

CCSS.ELA-Literacy.SL.11-12.1 Initiate and participate effectively in a range of
collaborative discussions (one-on-one, in groups, and teacher-led) with diverse
partners on grades 11–12 topics, texts, and issues, building on others’ ideas and
expressing their own clearly and persuasively.

•

CCSS.ELA-Literacy.SL.11-12.1d Respond thoughtfully to diverse perspectives;
synthesize comments, claims, and evidence made on all sides of an issue; resolve
contradictions when possible; and determine what additional information or
research is required to deepen the investigation or complete the task.

•

CCSS.ELA-Literacy.L.11-12.6 Acquire and use accurately general academic and
domain-specific words and phrases, sufficient for reading, writing, speaking, and
listening at the college and career readiness level; demonstrate independence in
gathering vocabulary knowledge when considering a word or phrase important
to comprehension or expression.
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Session 8: Resources
1.

Video: (Macro) Episode 20: GDP (Dr. Mary J. McGlasson; 3:52);
https://www.youtube.com/watch?v=yUiU_xRPwMc

2.

EconLowdown Video Series (Federal Reserve Bank of St. Louis)
a.

3.

Playful Economics (Virtual Economics ® 4.5)
a.

4.

7.

May be used with the lesson in 2 (above) if desired.

Online Course: GDP & Pizza (Federal Reserve Bank of St. Louis)
(NOTE: This lesson provides an introduction to GDP.)
a.

Go to https://www.stlouisfed.org/education.

b.

Choose

c.

Register or, if you already have an account, log in.

d.

Register your class for the course as follows:

.

i.

Choose the “COURSES” tab.

ii.

In the “COURSE NAME” column choose “GDP & Pizza.”

iii.

Choose “ADD TO CLASSROOM” and follow the prompts.

High School Economics (Virtual Economics ® 4.5)
a.

8.

Lesson 33: Gross Domestic Product (GDP) and How to Measure It

R  Visual 8A: GDP Expenditure Flows
a.

6.

Lesson 15: GDP Measuring What We Produce

Capstone: Exemplary Lessons for High School Economics (Virtual Economics ® 4.5)
a.

5.

Episode 7: Gross Domestic Product (7:52);
https://www.stlouisfed.org/education/economic-lowdown-video-series/episode-7gross-domestic-product

Lesson 20: Explaining Short-Run Economic Fluctuations

Great Depression Curriculum (Federal Reserve Bank of St. Louis)
a.

Lesson 1: Measuring the Great Depression
https://www.stlouisfed.org/education/great-depression-curriculum-unit
(NOTE: This lesson provides an introduction to GDP, unemployment, and CPI.)
i.

Choose the PDF and the accompanying slides of your choice:
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9.

(1)

SMART Notebook

(2)

PowerPoint

Economic Lowdown Podcast Series (Federal Reserve Bank of St. Louis)
a.

Episode 4: Inflation;
https://www.stlouisfed.org/education/economic-lowdown-podcast-series

10. Video: The Fed Explains Inflation (Federal Reserve Bank of Atlanta; 4:14);
https://www.frbatlanta.org/about/fed-explained/2012/inflation.aspx
11. Video: (Macro) Episode 16: Inflation and Price Indexes (Dr. Mary McGlasson; 9:19);
https://www.youtube.com/watch?v=SmOMp8gycMA&index=16&list=PLF2A3693D84
81F442
12. High School Economics (Virtual Economics ® 4.5)
a.

Lesson 17: Inflation

13. Online Course: The Great Inflation (Federal Reserve Bank of St. Louis)
a.

Go to https://www.stlouisfed.org/education.

b.

Choose

c.

Register or, if you already have an account, log in.

d.

Register your class for the course as follows:

.

i.

Choose the “COURSES” tab.

ii.

In the “COURSE NAME” column choose “The Great Inflation.”

iii.

Choose “ADD TO CLASSROOM” and follow the prompts.

14. Economic Lowdown Podcast Series (Federal Reserve Bank of St. Louis)
a.

Episode 5: Unemployment;
https://www.stlouisfed.org/education/economic-lowdown-podcast-series

15. Video: (Macro) Episode 18: Unemployment (Dr. Mary McGlasson; 2:51);
https://www.youtube.com/watch?v=_CdTu1pk06w&list=PLF2A3693D8481F442&inde
x=18
16. Video: (Macro) Episode 19: Types of Unemployment (Dr. Mary McGlasson; 4:19);
https://www.youtube.com/watch?v=ZckAN1KYB5I&list=PLF2A3693D8481F442&index
=19
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17. High School Economics (Virtual Economics ® 4.5)
a.

Lesson 18: Unemployment Survey

18. Online Course: The Story of Unemployment (Federal Reserve Bank of St. Louis)
a.

Go to https://www.stlouisfed.org/education.

b.

Choose

c.

Register or, if you already have an account, log in.

d.

Register your class for the course as follows:

.

i.

Choose the “COURSES” tab.

ii.

In the “COURSE NAME” column choose “The Story of Unemployment.”

iii.

Choose “ADD TO CLASSROOM” and follow the prompts.

19. Online Courses: Unemployment Short Courses (Federal Reserve Bank of St. Louis)
a.

Go to https://www.stlouisfed.org/education.

b.

Choose

c.

Register or, if you already have an account, log in.

d.

Register your class for the course as follows:

.

i.

Choose the “COURSES” tab.

ii.

In the “COURSE NAME” column choose “Short Courses” and select from
among the following courses:

iii.

1.

“Consequences of Unemployment”

2.

“Education vs. Unemployment”

3.

“Measuring Unemployment”

4.

“Types of Unemployment”

Choose “ADD TO CLASSROOM” and follow the prompts.

20. Lesson: What Is Unemployment, How Is It Measured, and Why Does the Fed Care?
(Federal Reserve Bank of St. Louis);
https://www.stlouisfed.org/education/what-is-unemployment-how-is-it-measured-andwhy-does-the-fed-care
21. Lesson: Making Sense of Unemployment Data
(Page One Economics Classroom Edition, Federal Reserve Bank of St. Louis);
https://www.stlouisfed.org/education/page-one-economics-classroom-edition/makingsense-of-unemployment-data
a.

Choose “Classroom Edition”
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22. R  Visual 8B: Unemployment
23. R  Handout 8A: Types of Unemployment (with Answer Key)
a.

10 scenarios for which students must identify the type of unemployment

24. Data Practice Using FRED® (Federal Reserve Bank of St. Louis)
a.

b.

Lesson: Measures of Inflation;
http://research.stlouisfed.org/pageone-economics/.
i.

In the right-hand column under “Data Practice Using FRED®,” choose
“Measures of Inflation.”

ii.

Print one copy for each student or instruct students to access online.

Lesson: Unemployment and the Labor Force;
http://research.stlouisfed.org/pageone-economics/.
i.

In the right-hand column under “Data Practice Using FRED®,” choose
“Unemployment and the Labor Force.”

ii.

Print one copy for each student or instruct students to access online.
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Government

Government Spending
(G, Government)

Income from Selling Productive Resources
Wages Income (Compensation of Employees)
Interest Income
Rental Income
Proprietors’ Income
Corporate Profits

Households
(Consumers)

Consumer Spending
(C, Consumption)

Investment Spending
(I, Investment)

Foreign
Buyers

Net Exports
(NX, Exports Minus Imports)

Businesses
(Producers)

GDP Expenditure Flows
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 Visual 8A: GDP Expenditure Flows
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 Visual 8B: Unemployment

Unemployment—A condition where people at least 16 years old are
not currently employed but are actively seeking a job.
Natural rate of unemployment—The rate of unemployment that
denotes full employment of resources such that unemployment is at its
“optimal” level (debated to be between 5 and 7%).
Four Types of Unemployment
•

Frictional unemployment—The “good” unemployment:
short-term unemployment associated with normal turnover in
the labor market, such as new entrants into the workforce and
people changing jobs.

•

Structural unemployment—Job loss due to changes in the
business structure (e.g., the introduction of new technologies
or a change in the location of manufacturing).

•

Cyclical unemployment—Job loss due to a downturn in the
business cycle (e.g., caused by a recession or natural disaster).

•

Seasonal unemployment—Job loss due to a change in the
season/time of year (e.g., after the Christmas shopping season
or summer vacation season).

Bureau of Labor Statistics (BLS) Estimates and Notation
•

Employment (E)

•

Unemployment (U)

•

Population (POP)

•

Labor force = E + U

•

Labor force participation rate = (E + U)/Adult POP

•

Not in Labor Force = Adult POP – (E + U)

•

Unemployment Rate = (U/(E + U)) × 100
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 Handout 8A: Types of Unemployment
Directions: Identify the type of unemployment each scenario below.
Structural = S, Cyclical = C, Frictional = F
_____ 1. A computer programmer moves to Mexico City and temporarily cannot find a
job that complements her family responsibilities.
_____ 2. A steelworker is laid off because of a long recession.
_____ 3. A clerical worker trained 30 years ago cannot find work in modern offices that
require computer skills.
_____ 4. A store clerk loses her job because retail sales are slow due to high
unemployment and consumers’ fears of eroding family budgets.
_____ 5. A high school dropout applies for several jobs but is told each time that he is
not qualified.
_____ 6. An unemployed college senior is looking for her first job.
_____ 7. Robotics replace 30% of assembly line autoworkers, whose skills are not readily
transferable to other industries.
_____ 8. An unemployed person rejects a job offer because the wage is too low.
_____ 9. The banking sector of the economy lays off 20% of its workforce because of
the global financial crisis.
_____ 10. A prolonged rainy season prevents agricultural workers from beginning their
harvesting at the usual time.
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 Handout 8A: Types of Unemployment—Answer Key
Directions: Identify the type of unemployment each scenario below.
Structural = S, Cyclical = C, Frictional = F

F

_____ 1. A computer programmer moves to Mexico City and temporarily cannot find a
job that complements her family responsibilities.

C

_____ 2. A steelworker is laid off because of a long recession.

S

_____ 3. A clerical worker trained 30 years ago cannot find work in modern offices that
require computer skills.

C

_____ 4. A store clerk loses her job because retail sales are slow due to high
unemployment and consumers’ fears of eroding family budgets.

S

_____ 5. A high school dropout applies for several jobs but is told each time that he is
not qualified.

F

_____ 6. An unemployed college senior is looking for her first job.

S

_____ 7. Robotics replace 30% of assembly line autoworkers, whose skills are not readily
transferable to other industries.

F

_____ 8. An unemployed person rejects a job offer because the wage is too low.

C

_____ 9. The banking sector of the economy lays off 20% of its workforce because of
the global financial crisis.

F

_____ 10. A prolonged rainy season prevents agricultural workers from beginning their
harvesting at the usual time.
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