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GROSS DOMESTIC PRODUCT (GDP)

GDP stands for Gross Domestic Product, which is a measure of the total value of all goods and
services produced within a country's borders over a specific period of time, typically a year. It is
often used as a key indicator of a country's economic performance and is calculated by adding up
the value of all final goods and services produced in a country during a specific period oftime.
This includes everything from the sale of goods and services to government spending and
investments.

GDP stands for Gross Domestic Product, which is a measure of the total value of goods and

services produced within a country's borders over a specific period of time. There are several
types

of GDP that are commonly used to measure different aspects of an economy:
1. Nominal GDP: This is the raw GDP figure that is calculated using current prices and does not

account for inflation. It reflects the current market value of all goods and services produced
within

a country.

2. Real GDP: Real GDP is adjusted for inflation, so it provides a more accurate measure of an
economy's growth over time. It represents the value of goods and services produced within a
country, adjusted for changes in prices over time.

3. Per capita GDP: This is calculated by dividing the GDP of a country by its population. It
provides a measure of the average economic output per person within a country.

4. Purchasing power parity (PPP) GDP: This adjusts GDP figures to account for differences in
the cost of living between countries. It provides a more accurate comparison of economic output
between countries by taking into accountthe relative cost of goods and services.

5. Gross National Product (GNP): GNP measures the total economic output of a country's

citizens, regardless of their location. It includes the value of goods and services produced by
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citizens of a country living abroad, and excludes the value of goods and services produced by
noncitizens living within the country.

Gross Domestic Product (GDP)is the monetary value of all final goods and services produced
within a country's borders in a specific time period, usually a year.
GDP can be calculated using one ofthe following three methods:

1. Expenditure approach: This method calculates GDP by adding up all the spending on final
goods

and services within a country's borders. The formula is:

GDP=C+I1+G+(X-M)

C = Personal consumption expenditures; | = Gross private domestic investment;

G =Government consumption and gross investment; X = Exports of goods and services;

M = Importsof goods and services.

2. Income approach: This method calculates GDP by adding up all the incomes earned by
individuals and businesses within a country's borders. The formula is:

GDP= Wages + Interest + Rent + Profits + Indirecttaxes -Subsidies

where: Wages = Compensation of employees; Interest = Net interest; Rent = Rental income;
Profits = Corporate profits and proprietors' income; Indirect taxes = Taxes on production and
imports; Subsidies = Government subsidies

3. Production approach: This method calculates GDP by adding up the value of all goods and
services produced within a country's borders. The formula is:

GDP = Value of output - Intermediate consumption

where: Value of output = Total sales revenue of all goods and services produced; Intermediate
consumption = Cost of materials, supplies, and services used in the production process.

All three methods should give the same result for the calculation of GDP. The choice of method

depends on the availability of data and the preference ofthe analyst.
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Here are some reasons why GDP is important:

1. Economic growth: GDP is used as an indicator of a country's economic growth. A higher GDP
indicates that the country is producing more goods and services, which can lead to more job
creation, higher wages, and improved standards of living for its citizens.

2. International comparison: GDP is a widely recognized measure of a country's economic
output,

and it is often used to compare the economic performance of different countries. It can be used to

determine the relative strength of different economies and to identify areas where a country
might

need to improve.

3. Government policy: GDP is an important factor in determining government policy. For
example,

a government might use GDP as a basis for setting tax rates, determining budget priorities, or
deciding on economic stimulus measures.

4. Investment decisions: Investors often use GDP as an indicator of a country's economic health
and potential for future growth. A high GDP can indicate a stable economy with good investment
opportunities, while a lowGDP may signal economic instability or a lack ofinvestment potential.
Gross Domestic Product (GDP) is a widely used economic indicator that measures the total value
of goods and services produced in a country during a specific time period, usually a year. While

GDP has several advantages as a measure of economic activity, it also has some limitations.
Here

are some pros and cons of GDP.
Pros of GDP:
1. Provides a comprehensive measure of economic activity: GDP measures the value of all goods

and services produced in a country, including those in the informal sector, which provides a
more
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comprehensive picture of the economy's size and activity.

2. Allows for comparison of economic activity across countries: GDP allows for easy
comparison

of economic activity across countries, which helps policymakers and investors make informed
decisions.

3. Can be used to track economic growth over time: GDP can be used to track changes in
economic

activity over time, allowing policymakers to identify periods of economic growth or recession.
Cons of GDP:

1. Doesn't account for income distribution: GDP doesn't take into account the distribution of
income among the population. A country can have a high GDP but still have significant income
inequality.

2. Doesn't measure non-market activities: GDP doesn't include non-market activities, such as
unpaid work done in the home or the informal economy. This can lead to an underestimation of
the economy's size and activity.

3. Doesn't account for environmental degradation: GDP doesn't consider the environmental costs
of economic activity, such as pollution or resource depletion. This can lead to an overestimation
of the economy's value.

4. Doesn't reflect quality of life: GDP doesn't reflect the quality of life of a country's citizens,
such

as access to healthcare, education, or social services. A country can have a high GDP but still
have

low levels of well-being.
Overall, while GDP is a useful measure of economic activity, it's important to recognize its

limitations and use it in conjunction with other measures of economic and social well-being.
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SUSTAINABILITY

Sustainability refers to the ability to maintain or support a process continuously over long time.
In

business and policy contexts, sustainability seeks to prevent the depletion of natural or physical
resources, so that they will remain available for the long term.

Sustainability is concerned with protecting the planet, halting climate change and promoting
social development, without endangering life on Earth or leaving anyone behind.

Need of Sustainability:

1. Sustainability is key to preserving our planet

2. Sustainability helps reduce pollution and conserve resources

3. Sustainability creates jobs and stimulates the economy

4. Sustainability improves public health

5. Sustainability protects biodiversity

Approaches of Sustainability:

1. Developing appropriate technology: It is the one, which is locally adaptable, eco-friendly,
resource-efficient, labor intensive, decentralized and culturally suitable. It uses local labors,
less resources and produces minimal waste.

2. 3 R Approach: Itinsists optimum use of natural resources, using it again and again instead of
throwing it and recycling the material into further products. Reduces the pressure on our natural
resources and reduceswaste generation and pollution.

3. Providing environmental education and awareness: By providing environmental education and
awareness, the thinking and attitude of people towards our earth and the environment can be
changed.

4. Consumption of renewable resources: In order to attain sustainability, it is very important to
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consume the natural resource in such a way that the consumption should not exceed
regeneration capacity.

5. Conservation of non-renewable resources: Non-renewable resources should be conserved by
recycling and reusing.

6. Population Control: By controlling population growth, we can make very good sustainable

development.
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