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Goals:
1. High rate of growth of GDP
2. Low employment rate
3. Low inflation rate
4. No consistent deficit in the budget
If government Revenue < Expenditure deficit borrowing  
If government is spending more that it is collecting leads to deficit, leading to borrowing
· Debt
5. Positive balance of trade exports > Imports
· Exports – Imports = Net Exports
Tools to achieve the goals:
1. Fiscal policy: government is responsible for the results of the goals
Ex. 	A) Tax increase or decrease
	B) Government expenditure
2. Monetary Policy: Bank of Canada is responsible (Central bank)
Ex: 	A) interest rates +/-

GDP: is the market value of all final goods and services produced in an economy in one year.
Features of GDP:
1. Always measured in monetary terms ($)
Ex: 	Quantity x Price = Value
	50 apples x 30 cents = $15.00
	40 oranges x 40 cents = $16.00
	Total GDP: 15.00+16.00=$31.00
2. Only goods and services transacted through the market are included
a) Barter transaction: excluded
b) Unpaid work: excluded
c) Underground transaction: excluded
3. Only goods + services produced in the current year are included
a) Resales: excluded ex. Reselling used books
b) Unsold Inventories: Included if produced this year
4. Only final goods : included to avoid double counting
Intermediate goods: excluded
5. Purely financial transactions: excluded
Why GDP is not adequate to measure a country’s economic welfare?
1. Barter is ignored
2. Unpaid work is ignored
3. Underground transaction are ignored
4. Quality & composition of goods is ignored
5. Leisure is ignored
6. Environmental costs are ignored
7. GDP ignores population size
Per Capita GDP = GDP/Population
8. Even Per Capita GDP ignores distribution of income

