
GROSS DOMESTIC PRODUCT (GDP) 
GDP = Consumption (C) + Investment (I) + Government (G) + Net Exports (Nx) 

        Nx = Exports (X) – Imports (M) 

Included in GDP: 

 Consumption –  

Durable goods – have long lives (autos, computers, washer and dryers, etc.)   

  Nondurable goods – used quickly (clothing, food, cleaning products, medication, etc.) 

  Services 

 Investment –  

Firms buy tools to aid in production (tractors, shovel, computer, etc.) 

Fixed investments like factories, buildings, etc. 

Purchases that add to inventories (Macy’s buys more cold weather clothing for winter sales) 

 Government –  

Federal (Salaries, buildings, national defense, post offices, etc.) 

State and local (Salaries, roads, schools, etc.) 

 Net Export –  

Exports 

Imports 

Things NOT included in GDP: 

1. Intermediate Goods – goods and/or services purchased by a producer to make their final good. 

Example: Pizza parlor buys the vegetables and meats needed to make their pizzas.  The vegetable and meat 
purchases are intermediate goods. 

2. Resales – Secondhand goods that have already been sold once,   

Example – Selling your old car, garage and yard sales, thrift store purchases, etc. 

3. Nonmarket goods and services – Those items done by yourself  

Example – mow your lawn, wash your car, care for your children, etc. 

4. Underground goods and services – Legal and illegal.  These are usually cash transactions that go unreported. 

Example – Legal: unreported cash tips  

                    Illegal:  cash transactions for narcotics, illegal gambling, etc. 

5. Financial services – Stocks, bonds, mutual funds 
 
Example – Purchase of stocks 


