Equation Sheet - ECON 312

2 The Measurement of Income, Prices and
Unemployment

Y=C+1+G+NX (2.1)
Y=C+S+R-F (2.2)
Y=C+5+T (2.3)

C+S+T = C+I+G+NX
-C -C (2.4)

S+T = I+G+NX

T-G={I+NX)-S5 (2.5)

B number of unemployed

civilian employed 4+ unemployed

General Linear Form: U = U — h [100 7% — 100] 26

U=6.0-05 {100YLN - 100}

Numerical Example:

3 The Simple Keynesian Theory of Income
Determination

E=C+I1+G+NX (3.1)

General Linear Form

C=CytelY —T) (3.2)

General Linear Form

S = Y-T-C=Y-T-Coq—c(Y-T) (3.3)
= —Cat+(1—0o)(Y-T)
E,=C+1,+G+NX (3.4)
Ey=Cotc(Y —T)+L,+G+NX  (35)
Ay=FE,—cY =Co—cTu+1,+G+NX (3.6)
General Linear Form  Numerical Example (3 7)

Ey=A,+c¢Y  E,=1500+0.75Y

income(Y) expenditure(E)
planned expenditure(E,)+ (3.8)

unplanned inventory investment([,)

Equilibrium situation: Y = Ep (39)
(I-0Y=sY =4, (3.10)
General Linear Form  Numerical Example
Y = A, 0.25Y = 1,500 (3.11)
General Linear Form  Numerical Example
3.12
Yy =4 Y = £20 — 6,000 (812)

General Linear Form Numerical Example

A
v, = Ap v — 2,000

Take new situation = 8,000
s 0.25
Apo 1,500
Subtract old situation Yy = —22 v = 1559 — 6, 000
AA
Equals change in income AY = i Ay = 590 — 5 000

s 0.25

(3.13)
General Linear Form Numerical Example
L _ AY __ 1 AY _ 1 _
Multlpher(/{i) = a4, " AA, — 025 4.0
(3.14)
AA
Change in equilibrium: AY = L (3.15)
S
Surplus: T—G=I+NX-S
AY = AT — AG=AI +ANX —AS  (3.16)
General Linear Form Numerical Example
AA, _cAT, _ (=0.75)(—667) _ 500 __
AV = Sx AT ay_ omCen gy oo
(3.17)
General Linear Form Numerical Example
AY _ AAp _ —cATy _ —c  AY _ —075 _ _g (3.18)
ATg — sATq — sATq s AT, — 0.25 :
L 1 —c 1-—c
Balanced Budget Mutiplier = — + — = =1.0
S S
(3.19)



Appendix to Chapter 3

5 Monetary Policy, Fiscal Policy, and the
T=T,+1tY (1) Government Budget
T-G=(I+NX)-8 (5.1)
Yp=Y-T=Y-T,—-tY=01-0)Y-T, (2
T=tY (5.2)
Y =FEp (3)
induced saving+ — _ — _
induced tax rfvcnuc = (4) budget surplus =T G=1tY G (53)
autonomous planned spending (A))
[s(1—-t)+t]Y = A, (5)
natural employment surplus = tYN -G (5.4)
General Linear Form  Numerical Example
Y= b Y = gostomros = 240 = 5,000
©) S+(T-G)=(I+NX) (5.5)
AA
AY = ——P 7
s(I—t) +1 Q S+T-G-NX=1 (5.6)
multiplier : Ap — 1 (8) Appendix to Chapter 5
marginal leakage rate  s(1 —t) +¢ 1
multiplier = - (1)
marginal leakage rate
Budget Swrplus: =T —-G=T,+tY -G (9)
General Linear Form  Numerical Example 2)
Y = kA, Y = 4.04, (
NX = NSX, —nzY (10) General Linear Form  Numerical Example 3
Ap= AL —br Ap = Al — 100r 3)
Ap = Ca —cT, + Ip +G — NX, (11) General Linear Form  Numerical Example 4
Y = k(A - br) Y = 4.0(A], — 100r) )
Y = Ap — Ca — C(Ta + )Ip TG - NX, General Linear Form Numerical Example
marginal leakage rate s(1—t)+t+nx MS\ _ 5\ ¢ _ MS\ _ (5)
(12) (%) = (%) =m—sr (%) =05y —200r
AA General Linear Form Numerical Example
AY = P v — LPSJrfr Y — 2.000+200r (6)
marginal leakage rate -~ h = 0.5
By — M°
— P
AA, = AC, — ¢cAT, + Al, + AG + ANX, r=T7 (6a)
balanced budget multiplier = 1-c — k(A — kA bhY b (M?
marginal leakage rate Y =k(do—br)=Fk |4, + T ? P Q
4 The IS-LM Model 1 bh b/ MS
M\ P Y<k+):A;+<P)
(P) =hY — fr =0.5Y — 200r f f
A+ b MJ)
M D y P f P
Z) —ny - (8)
() = =
MS M D MS
M2 (MAT ey , Y =k AL ko | o 9
iz (P> 0.5Y — 2007 (4.1) 1p+2<P (9)
. Y PY 1
VGlOClty (V) = MT/_P = W kl = % n % (10)



IS Curve
r= %A; — ﬁY

Spending Market Eqlb.
Y = k(A; — br)

LM Curve
p—=hy _1MS

J f P
Money Market Eqlb.
(3) = ny - fr



