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Unit 2, Part 1: Measurement 

of Economic Performance  
(GDP and Unemployment) 

 

 

 

 

 

Exam Dates 

Multiple Choice:   
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Advanced Placement Macroeconomics Unit 2, Part 1 - Overview - Measuring Economic 

Performance 

 

Unit 2, Part 1 Tests (Within a day or two) 
             Multiple Choice Test:   

 

Textbook Pages For Part 1 Test 

1.  Chapter 6 all except pages 113 - 116.  Stop reading at "National Income" on page 113 and start reading again 

at "Nominal GDP versus Real GDP" on page 116.   

2.  Chapter 7 up to 134 "Inflation" 

 

Graphs for Graphing Test 

No graphing test 

 

Key Concepts for Part 1 Test 

Real GDP, nominal GDP, unemployment, unemployment rate, natural rate of unemployment, recession, trough, 

recovery, labor force, frictional unemployment, structural unemployment, cyclical unemployment, full 

employment rate, natural rate of unemployment. 

 

Reading Due Dates.  GO FOR UNDERSTANDING! 

1.  Outline Collection –_____________________________________________________________________- 

Chapter 6, pages 106 and 107 all, 118 and 119 "Shortcomings of GDP" to the end 

 

2.  Outline Collection - _____________________________________________________________________ - 

Chapter 7, pages 131 "Economic cost of Unemployment" to page 134 "Inflation." 
 

Crucial Activities for Part 1 Test 

1.  Outline chapter 6, pages 106 and 107 all, 118 and 119 "Shortcomings of GDP" to the end 

2.  Macroeconomics Lesson 2, Activity 12 All about GDP 

3.  GDP Lecture with Dave Mayer PowerPoint 

4.  Question 8, page 122 - Calculate GDP using the Expenditures approach  

5.  Question 8, page 122 - Calculate the Adjustment to GDP using the Income Approach  

6.  Gross Domestic Product (GDP) & How to Measure it.   

7.  Calculate Missing values in tables 6.5.  

8.  Calculate Missing values in table 6.7 

9.  Macroeconomics Lesson 2, Activity 11 measuring short-run economic growth 

10.  PowerPoint - The Business Cycle 

10.  Outline pages 131 "Economic cost of Unemployment" to page 134 "Inflation." 

12.  Macroeconomics Lesson 2, Activity 11 Measuring Broad Economic Goals 

13.  Macroeconomics Lesson 4, Activity Types of Unemployment 

14.  Unit 2, Part 1 Practice Test 
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Name _________________________________________________________________  Hour __________ 
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Name ______________________________________________________________________  Hour ____________ 
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GDP PowerPoint Lecture- Page 1 
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GDP PowerPoint Lecture - Page 2 
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GDP PowerPoint Lecture & Page 122, Question 8 
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Name _____________________________________________________________________________  Hour ________________ 
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Year to 
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Year 1 
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Index, 
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year is 

year 5 
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GDP with 
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Year of 

5: 
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year, Base 

Year is 

Year 5 
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Continued on next page 
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The Business Cycle and Unemployment - Power Point Notesheet 
 

I.  The Business Cycle 

A.  The United States' GDP is not constant from year to year. 

B.  Instead, the GDP grows most years and then shrinks in some years. 

C.  The ups and downs in GDP over time is referred to as the business cycle 

 

II.  The Business Cycle Illustrated: 

 

 

 

 
 

 

 

 

 

A.  Peak: 

- 

 

At this point, the unemployment rate (u%) is probably ______________________________________________ 

 

And the inflation rate (∏%) is probably ________________________________________. 

 

B.  Recession (or Contraction)  

- 

 

A period of decline in ________________________________ accompanied by an increase in ______________ 

 

______________________________.   

 

To be classified as a recession, the economic decline must be at least _________________________________. 

 

C.  Trough 

- 

 

The ______________________________________________ and ___________________________________. 

 

D.  Recovery 

- 
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E.  Phases and Turning Points 

 1.  Peaks, Recessions, Troughs, and Recoveries are all sometimes called “phases” of the business cycle. 

 

 2.  It is more accurate to refer to PEAKS / RECESSIONS / TROUGHS / RECOVERIES as “Phases” 

 since they last for a period of time. 

 

 3.  PEAKS / RECESSIONS / TROUGHS / RECOVERIES are more accurately referred to as “Turning 

 Points” since they mark the moments when we change from one phase to the other.   

 

F.  Important note 

 1.  The various phases of the business cycle last for different amounts of time 

 

 2.  In recent history, expansions have lasted years longer than have recessions. 

 

 3.  The Great Depression is the most notable example of a long recession/trough 

 

G.  Causes 

 

 1.  - 

  

 2.  - 

 

 3.  * - 

 

H.  ________________________________________ is most susceptible to the effects of the business cycle. 

 

I.  Business cycle has become less severe because of technological advancements in supply-chain management 

and structural changes in the U.S. economy.   
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Unemployment 
III.  Unemployment.   

A.  Population -  

- 

 

B.  Labor Force -  

- 

 

- Labor Force Participation Rate -  

 

 

C.  Employed -  

- 

 

-  It doesn't matter if it's part-time or full-time, as long as they 

work at least 1 hour every 2 weeks. 

 

D.  Unemployed -  

- 

 

- Unemployment rate =  

 

(Here we diverge from the PowerPoint) 

E.  Those under 16 or institutionalized - These people cannot 

be in the labor force.  Economically, they do not exist.   

 

F.  Not in labor force (but could be) - Those over 16 and not 

institutionalized, who could work, but choose not to.  They are 

not seeking employment.    

 

 

 
 

 

 

IV.  Types of Unemployment 

A.  Frictional -  

 

 

 

B.  Structural -  

 

 

 

C.  Cyclical -  

 

 

 

D.  Seasonal -  
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V.  Full Employment 

A.  Occurs when… 

 

B.  Associated with the Natural Rate of Unemployment (NRU) 

 1.  - 

 

 

 2.  The United States' NRU is approximately ________________. 

 

C.  Associate Full Employment (FE) with the PPC, the long-run aggregate supply (LRAS) and the long-run 

Phillips curve (LRPC) - Which we will discuss later. 

 

VI.  Why Unemployment is bad. 

A.  Okun's Law -  

 

 

 

B.  The burden of unemployment is not equally shared in society 

 

 

C.  It causes social unrest and is hard on _______________________________________________________.   
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