THE RELATIONSHIP BETWEEN GDP AND PRODUCTIVE RESOURCES 

GDP – Gross Domestic Product

What is GDP?

Why do people calculate GDP? (why do we care?)

What factors do not affect GDP?

What is Per Capita GDP?

Productive Resources:

	
	Definition
	Example
	Picture

	Human Capital (resource)
	
	
	

	Capital Goods (resources)
	
	
	

	Natural Resources
	
	
	


INVESTMENT IN HUMAN CAPITAL

	

	
	
	


What are the ways a country or business can invest in its human capital?

INVESTMENT IN CAPITAL GOODS

	

	
	
	


What are the ways a country or business can invest in its capital goods?
Entrepreneurship

Entrepreneurs are people who have an idea for a business, are willing to take a risk, and combine human, natural, and capital resources to produce a new good or service.  Entrepreneurs are lonely able to succeed in a more market system (closer to market than command on the economic continuum), where they have the freedom to control their own economic decisions. 

	

	
	
	


	    Benefits of Entrepreneurship in an economy
	    Encouraging Entrepreneurship in an Economy

	
	


Cards for flow charts
	Worker have education/training

are healthy and

have safe working

conditions
	Workers are able to produce a higher

quantity and higher quality goods and services
	More products are

made and

international trade increases



	Businesses buy new factories, tools, and machines
	Workers are able to produce faster

and more efficiently
	More products are made and

international

trade increases



	A country’s laws make it easier for the entrepreneur to start

a business and

have laws to

protect their investments


	An entrepreneur believes their idea for

a new product will earn a profit and want to risk their $ and resources to start a business
	If the business is successful, the entrepreneur will

create new products

and hire new workers (creates new jobs)

	GDP goes up
	GDP goes up
	GDP goes up.

International trade increases.  Taxes

are collected to help the government

earn money




THE RELATIONSHIP BETWEEN GDP AND PRODUCTIVE RESOURCES KEY
GDP – Gross Domestic Product

What is GDP?

· estimate of the total market value of all final goods and services produced in the borders of ONE country in ONE year. 

· Goods = objects you can touch

· Service  = an action done for you

Why do people calculate GDP? (why do we care?)

· its an indicator of an economies health

· measures a country’s economic output (how much stuff they make in a year)

· it helps us compare two economies

· higher the GDP the better the economy

What factors do not affect GDP?

· Imports – they are not made IN the country

· Resold or used items; these were counted in the year they were produced when they were new; can’t count twice

Per Capita GDP 

· GDP divided by the county’s population

· Average value of goods and services produced in one country in one year PER PERSON.  (This is NOT average income)

· Per Capita GDP is a BETTER way to compare two economies than with just GDP.  

    See example:

	CHINA
GDP – $8.791 trillion

Per Capita GDP – $6,50
	GERMANY
GDP – $2.812 trillion

Per Capita GDP – $34,200


Productive Resources:

	
	Definition
	Example
	Picture

	Human Capital (resource)
	labor/work done by people to produce products
	teacher, engineer, lawyer, doctor, waiter, factory worker
	

	Capital Goods (resources)
	the machines, tools, factories, and technology that are used to make other goods and services


	flour, drill, oven, truck, gasoline, computer, hammer
	

	Natural Resources
	raw materials used to make products or “gifts of nature”
	trees, water, minerals, animals, fruit
	


INVESTMENT IN HUMAN CAPITAL

	Worker have education/training

are healthy and

 have safe working

conditions
	Workers are able to produce a higher 

quantity and higher quality goods and services
	More products are

 made and 

international trade increases


	GDP goes up


What are the ways a country or business can invest in its human capital?

· Education and training for its citizens

· Ensure safe working conditions

· Invest in the health of its workforce (healthy workers can go to work)

INVESTMENT IN CAPITAL GOODS

	Businesses buy new factories, tools, and machines
	Workers are able to produce faster

 and more efficiently
	More products are made and 

international

 trade increases
	GDP goes up


What are the ways a country or business can invest in its capital goods?

· Encourage building of new factories 

· Uses new machines and tools

· Encourage use of high tech tools 

· Improve its infrastructure (roads, bridges, electricity grids, etc)

Entrepreneurship

Entrepreneurs are people who have an idea for a business, are willing to take a risk, and combine human, natural, and capital resources to produce a new good or service.  Entrepreneurs are lonely able to succeed in a more market system (closer to market than command on the economic continuum), where they have the freedom to control their own economic decisions. 

	A country’s laws make it easier for the entrepreneur to start

 a business and

 have laws to 

protect their investments 


	An entrepreneur believes their idea for

 a new product will earn a profit and want to

 risk their $ and resources to start a business
	If the business is successful, the entrepreneur will

create new products

and hire new workers (creates new jobs)
	GDP goes up.  

International trade increases.  Taxes   

   are collected to help the government

 earn money


	    Benefits of Entrepreneurship in an economy
	    Encouraging Entrepreneurship in an Economy

	· Creates new jobs / hires more people

· Creates new products and increases trade

· Tax money from their business helps the government


	· Make the laws to ensure it is quick and easy to start a new business

· Have courts and laws that protect privately owned property and investments




