1




Discussion: Gross Domestic Product in the USA



Name
Institution of Affiliation
Professor
Date









Discussion: Gross Domestic Product in the USA
Gross Domestic Product (GDP) tells us about the progress of the economy (Burman & Slemrod, 2013). GDP gives the measurement of the gross product of the market including the services and the goods that are produced within the boundaries of a country in a specific year. GDP gives information about the rate at which the economy is expanding when more services and goods are produced or contracting when the output is less than the usual annual output. It indicates the wellness of the economy of a given nation. When the GDP of a country is calculated, the rate of investment and consumption is put into consideration. GDP is used by Economists in determining whether a given nation is experiencing growth or recession. The investors use GDP to make decisions about investments. If the economy is earning poorly, the investors can decide not to invest as the earnings will be low due to reduced prices of stock (Fleurbaey & Blanchet, 2013). 
According to Jefferies (2015), there was a decrease in real GDP between the year 2008 and 2009. The GDP increased from the year 2009 to the year 2010. Since the year 2010, GDP has been increasing. The years 2011 and 2016 experienced the smallest growth in GDP. GDP grew with the highest rate in 2015 and 2018. The economy has been experiencing a recession and boom periods in its national product. The economy experienced booms in most of the years except 2008 and 2009. The recession in 2008 was caused by the decrease in the Federal reserve money creating an economical liquidity flood. The money that is in supply in the economy increases hence the value of money decreases leading to recession. When the amount of goods that are imported is more than the number of goods that are being sold by the country to other countries, the economy experiences a negative growth like the 2008 case. When the non-depository accounts are not regulated, the economy can plunge into recession due to actions of the institution like reduced interest rate charges and increased lending to the borrowers (Fleurbaey & Blanchet, 2013). 
Real GDP is the national product that has been adjusted to the inflation rates that are experienced in the economy and it gives a reflection of the services offered in the economy and the goods produced that have been rated constantly to the base year (Burman & Slemrod, 2013). Real GDP indicates the actual living standards of the individuals in the economy since it has been adjusted to the constant prices in the given year. The real GDP in the USA in 2008 was 14.71 trillion dollars. The real GDP has been fluctuating over the years since 2008. The value of money has reduced as the level of inflation has been increasing gradually over the years since 2008 to the present. The economy faced a high real GDP in 2011 since the rate of inflation in that year was very low. The USA economy can be referred to as having a constant real GDP since the change in the inflation rates is mostly zero or very minimum (Fleurbaey & Blanchet, 2013). 
In 2008, the national income of the USA economy was 14.78 trillion dollars (Burman & Slemrod, 2013). The national income in that year was low since the output of goods in the economy and the services that were offered were minimum. The term national income can also be referred to as the national dividend, the national expenditure, or the national output, and its creation was necessitated by the unavailability of the economic data that could be used to make economic inferences. National income can be defined as the total income amount that accrues to a country from the activities that it engages in which have the economic value (Jefferies, 2015). National income and the GDP of a country give a true measurement of the economic activities in a given year. GDP measures the value of services and goods in the market while national income measures that value through depreciation. The national income from the year 2008 has been revised down to the year 2011. 
National income, just as the GDP tells us about the progress of the economy financially (Jefferies, 2015). National income gives the financial measurement of the gross product of the market including the services and the goods that are produced within the boundaries of a country in a specific year. National income gives information about the rate at which the economy is expanding when more services and goods are produced or contracting when the output is less than the usual annual output. It indicates the wellness of the economy of a given nation. When the national income of a country is calculated, the rate of investment and consumption is put into consideration. National income is used by Economists in determining whether a given nation is experiencing growth or recession. Investors use national income figures to make decisions about investments. If the economy is earning poorly, the investors can decide not to invest as the earnings will be low due to reduced prices of stock. 
The change in national income can be caused by a change in the supply of money (Fleurbaey & Blanchet, 2013). An increase in the money supply leads to lowered interest rates in the market. Reduced interest rates result in increased rates of borrowing and the money is invested in the economy at high rates thus increasing the national output. A decrease in the supply of money causes the interest rates to rise and the rate of borrowing reduces correspondingly. A decreased rate of borrowing is a direct reflection of low investment rates and thus decreased national output.
Disposable income is that part of the income that individuals use on daily expenditures or for saving (Jefferies, 2015). The amount of income that is available for disposal is arrived at after the tax expense has been subtracted. The amount of disposable income in the year 2009 was 9836.70 million dollars and it was more than that of the year 2008. A change in disposable income can be caused by a decrease in the gross domestic income and the gross domestic product. The disposable income needs to cover the shelter, food, clothing, savings, and non-essential purchase expenses.
A change in the disposable income can be caused by a change in the interest rates, growth in wage, and inflation. Interest rates determine the rate with which money is borrowed and the rates of repaying the borrowed loans. When the interest rates are high, the rate of borrowing reduces thus reducing the amount of income available for disposal (Jefferies, 2015). High rates of interest are an implication of high costs of paying mortgages and thus low disposable income amounts. An increase in real wages encourages individuals to spend on consumption as the amount of income that is available for disposal increases with the increase in real wages. When the rate of inflation is high, the real income is low, and thus the rate of spending decreases. Reduced levels of inflation encourage spending since the real income is higher. Increased government expenditure increases the disposable income levels and thus the welfare of the consumers. 
GDP does not measure the well-being of society since leisure is not accounted for (Burman & Slemrod, 2013).  A higher GDP can be as a result of individuals working for a long and having no or little time to rest and recreate. GDP also does not include the exact expenditure on the protection of the environment, education, and healthcare. The actual cleanliness levels of the environment, learning, and health are not included in the calculations. The GDP can be higher while the working environment is risky for the workers. For instance, GDP includes the cost of acquiring equipment used to control pollution but does not indicate whether the water of air becomes dirtier or cleaner. The operations of the black market are not indicated in the measurement of GDP. The GDP figures do not show the income distribution in society (Edelman, 2012). GDP figures can be increasing while in the real sense only a few individuals possess them while a larger percentage of the population lives in poverty (Jefferies, 2015). The varieties available are not indicated by GDP as the figures just show the total amount spent in a particular activity. The available products and technology are not detailed in GDP. The GDP rate in New York in 2008 was 48,401 million dollars. The GDP in this state was the highest compared to other states. 


















References
Burman, L., & Slemrod, J. (2013). Taxes in America: What everyone needs to know. Oxford: 	Oxford University Press.
[bookmark: _GoBack]Edelman, P. B. (2012). So rich, so poor: Why it's so hard to end poverty in America. New 	York: New Press.
Fleurbaey, M., & Blanchet, D. (2013). Beyond GDP: Measuring welfare and assessing	sustainability. Oxford: Oxford University Press.
Jefferies, W. (2015). Measuring national income in the centrally planned economies: Why the 	West underestimated the transition to capitalism.


