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Jean Roark:  Hello and welcome to the Federal Reserve Classroom ECONnections Webinar.  The title of our event today is New Semester, New Secondary Materials.  I'm Jean Roark from the Federal Reserve Bank of St. Louis, and I'll be your facilitator. 

Before turning our call over to the host today, I'll run through our call logistics.  If you haven't joined us through the Webinar yet, use the link you received after registering.  For the best Webinar experience, open the FAQ document, which can be found using the materials button in the Webinar player page.  I'll highlight a few important notes for you.

You can listen to the audio through your PC speakers or through the phone.  If you use the phone option, slides will not sync with audio unless you change your settings.  You can do this by selecting the gray gear located on the upper right corner of the slide window just above the presentation.  From there, you should see a few options in the media chooser, and you should select the phone option.  That's only if you're listening to the audio through your phone.  You can expand the size of the slides, and to do this, use the maximize button in the upper right corner of the slide window located on the Webinar player page.  And if you'd like a PDF version of today's presentation, you can access it using the materials button.  We'll be taking questions at the end of the presentation, but you can submit them anytime during the Webinar.  And to submit your question, you can use the Ask Question button.  We'll get your questions queued up for our presenters.

All right.  I'm going to turn to slide two and run through our legal disclaimer.  The views expressed in this Webinar are those of those of the presenters and not necessarily the views of the Federal Reserve Banks of Atlanta, Kansas City, and St. Louis or the Federal Reserve System. And with all of that out of the way, I'll turn it over to the host of our call today, Kris Bertelsen.

Kris Bertelsen:  Okay, thank you very much, Jean.  My name is Kris Bertelsen.  I am in the Little Rock office of the Federal Reserve Bank of St. Louis.  And I do economic education here, and I'm—it's my pleasure to introduce our presenters for today, my colleagues from the Atlanta, Kansas City, and St. Louis Feds, respectively.  So I'll just introduce them really quickly.  
First of all, thank you to you teachers for your work with our students.  Your work matters, and we appreciate you joining us here today after a day in the classroom, so we really appreciate that.  Our first speaker is Lesley Mace.  She is with the Atlanta Fed, Jacksonville branch.  And before coming to the Fed she was an instructor of economics and director of the Center for Economic Education at Auburn University Montgomery, and is a former high school teacher of economics, as well.  Lesley's a native of Auburn, and holds both a BA in economics and a master's in economics from Auburn University.  She'll lead us off, followed by Gigi Wolf, who is a lead economic education specialist at the Federal Reserve Bank of Saint—Kansas City, where she works in curriculum development.  Like the rest of us here, she has a BA from Hampton University, and an MFA from Sarah Lawrence College.  At the Kansas City Fed she facilitates professional development for regional educators, and builds partnerships with like-minded organizations.  Along with managing the content on our Federal Reserve education website, which we'll speak about later in the program here.  So, Gigi will speak.  And, finally, Andrea Caceres-Santamaria is my colleague here at the St. Louis Fed, and prior to coming to work with us, Andrea was a high school teacher for over 10 years, and a master teacher for the Florida Atlantic University Center for Economic Education for eight years.  Andrea has a BA in secondary social science education from Florida Atlantic, and a master's in economic education and entrepreneurship from the University of Delaware, the same program I went through.  

So, we're looking forward to hearing from our three speakers.  And, Lesley, if you're ready, I'll turn it over to you.
Lesley Mace:  Thank you, Kris.  It's my pleasure to be here today, and also to share our newest lessons and resources from the Federal Reserve Bank of Atlanta.  

So we can go to my first slide.  And here we'll find the first resource I would like to share, which is our Infographic Theories of Economics and Personal Finance posters.  We have 10 economics topics available, seven topics in personal finance, and two infographics that are available online.  The economic topics include GDP, monetary and fiscal policy, the Fed and its dual mandate, supply and demand, trade, economic systems, and the circular flow.  In our personal finance series, topics include banking, budgeting, credit, entrepreneurship, financial preparedness, human capital, and saving and investing.  Online we feature an infographic on the economy and the Fed from the Federal Reserve Bank of Richmond, and also our infographic on opportunity occupations, which are jobs that pay at least the national median wage, and have educational requirements of less than a bachelor's degree.
Now the posters are colorful and informational, but they are more than just something to hang on the wall.  Each of the posters also has an activity to accompany it, which can be accessed at the website on the bottom of this slide.  That link will also take you to where you can view the posters online, and order them free of charge.  And we'll go on to the next slide, please.

Our newest additional to the economic series is our circular flow infographic.  The poster starts with a simple circular flow model diagram that you can see here, and then goes more into depth on the resource and product markets, the role of government in the circular flow, money flows in markets and also to and from government, and it also takes a look at how the circular flow connects to GDP and national income accounting.
If we go to the next slide, we can take a look at the activity that accompanies the poster.  The activity for this poster helps to reinforce the different parts of the circular flow and aids students in mastering the key terms around the concepts.  Here we have who's in the flow.  Students identify the different actors and markets, as well as what sectors and money payments are part of the transaction.  In the first example, Swooshy Sports sells a soccer ball to James.  James was the buyer of the soccer ball in the product market.  Students would then identify that James is part of the household sector, and that the money used in this particular transaction flows to the firm sector.  And if we can go on to the next slide, please.

Here we take a look at what's in the flow, identifying markets, factors of production, and the difference between goods and services.  In this example, Shayla has a taco stand and grows her own tomatoes in a small garden plot that she rents.  Students will reinforce their knowledge by correctly identifying that her garden plot is rented in the resource market, that the garden plot is a land resource, and the taco that Shayla sells at her stand is identified as a good.  And if we can go on to the next slide.
This part of the activity takes a look at the money flow and helps students learn the different types of payments that are used in the circular flow model.  In this example, Hope borrows money to buy machinery for her small business.  Students would identify that the extra $200 that she pays her lender over and above the loan amount is called interest, and then reads, several other examples to categorize each of the other types of payments listed.  Students will also calculate a simple problem using the national income accounting formula, which is found on the infographic.  If we can go on to the next slide.
This slide shows the activities assessment where students will read a series of scenarios and place them on the circular flow model.  The first scenario has Famous Person Clothing selling shirts at a department store, and students would place this scenario in arrow three since this is a firm bringing a good to the product market.  The second example involves Developer's "R" Us hiring five new computer programmers, which would be placed on arrow eight with a resource of labor going to a firm.  Several more examples are given until each arrow has been identified.  These activities allow students to interact with the infographic and apply their knowledge through working through several different types of examples and scenarios.  And if we can go on to the next slide.

Here we have the newest poster in our personal finance series, Entrepreneurship.  The poster explores the definition and types of entrepreneurs, the ways in which business firms can be organized from sole proprietorships to partnerships to corporations, how small businesses are financed, the economic impact of small business.  In fact, there are over 30 million small businesses in the U.S., and they employ over 58 million employees, and it gives the first steps to take if you're interested in becoming an entrepreneur.  So now let's look at the activity.  And we'll go on to the next slide.

You may have seen in other lesson plans a checklist of entrepreneurial characteristics that students spell out to see if they have talents and interests that are conducive to being an entrepreneur.  This activity, which comes from our bell ringer series of brief lessons and topic introduction activities take such [unintelligible 00:10:38] on that by making it a four corners exercise.  Students will listen to a series of statements, such as the ones shown here, and move to one of four corners set up in the classroom that corresponds to the statement that they agree with most.  To make it even more interesting, students also mark the answers for a classmate that they watch during the activity, as well.  At the end of the exercise, they tally their answers and see if they have strong entrepreneurial talents, areas they may need to develop, or if they may, perhaps, be more comfortable working for an entrepreneur.  And if we can go on to the next slide.
Now I'll move on to our new economics lessons.  The first one is Unlocking the Mystery to Measuring GDP.  In this lesson, students will learn about the basics of GDP, the difference between real and nominal GDP, and then learn how to calculate nominal and real GDP, and the GDP deflator using guided and individual practice.  And if we can go on to the next slide and take a look at the lesson. 
After students have worked examples together as a class and on their own, they will get into groups of two to three students and work on individualized problems set.  There are 15 sets provided so that each group will have a different problem to work.  You can see on the problem set here that some of the blanks for the answers are highlighted.  Students will do their calculations and check each other as a group, then go to their teacher and receive a three number combination lock that has been preset by the teacher for each group using the provided answer key.  If students have answered the problem correctly, the highlighted numbers will open the combination lock.  And if we can go on to the next slide.

After the group activity, there's an individual assessment for students to calculate nominal GDP, real GDP, and GDP deflator for two countries, Coffee country and Dessert country.  And we'll go on to the next slide.
When students have calculated their answers, they will solve a history mystery, helping to create a historical timeline.  There are 11 historical events from the 20th and 21st Century listed in chronological order here.  So if students have solved their problem sets correctly, they can input the numbers using their answers from the previous GD calculations, and these will translate into dates to create a historically correct timeline.  And if we can go on to the next slide.
The next activity I want to highlight in one that accompanies the Federal Reserve Bank of Atlanta's new boardroom video, which is shown to groups that tour the Federal Reserve Bank of Atlanta, and which will be posted soon on the ECON Lowdown online learning portal where students will be able to view the video and also take an assessment on it.  As you can see here, the video features our Federal Reserve Bank of Atlanta president and CEO, Dr. Raphael Bostic, and it highlights the work of our regional economic information network and informing the monetary policymaking process.  The video explains President Bostic's role in the process, the steps in preparing him for his role at the Federal Open Market Committee, and the effects of interest rates on the borrowing process.

Before viewing the video, the first step is for students to play a public Kahoot! online quiz game that will reinforce key terms that will be used throughout the video, such as interest rates and loans.  Students then view the video and go through a series of activities to demonstrate their comprehension of the material.  And we'll go on to the next slide.
The first activity is a matching activity using examples from the video.  Each student will get a slip and find a matching set from the scenarios they have just viewed.  For instance, the student with the $20,000 car loan slip will match with a student with a 3 percent interest rate slip, and they will form a group with the student that has the slip indicating a total payment of $21,560.  There are four examples using varying interest rates in both car and home loans.  After students have formed their groups and debriefed the activity as a class to discuss and check their answers, they will go on to a roleplay.  And we'll see that in the next slide.
In this activity, students will be divided into two groups, and will each receive a card for a roleplay that will demonstrate the effects of increasing or decreasing interest rates on the economy, with one group showing each direction.  For the group where interest rates rise, for instance, students will line up at the front of the room with the interest rate cardholder going first.  That student will raise their card up to indicate an increase in interest rates.  And then the next student holding the demand for loans card would lower their card.  The student holding the spending card would lower their card until all students have had a turn to show the effects of an interest rate hike as it works its way through the economy.  The next group will demonstrate the effects of a decline in interest rates in the same way.  And the last piece of the activity is review an assessment, which we will see on the next slide.
In this activity from the lesson, students will complete a flow chart that shows the process in which President Bostic gathers information and prepares for his role in making monetary policy at the Federal Open Market Committee.  This is explained in detail on the video, and can be adapted for any of the Federal Reserves 12 districts.  Students look at the inputs gathered at the local level from board of directors, research economists, and regional executives through their business contacts, and then identify who participates in the Federal Open Market Committee itself.  And then you can go on to the next slide.
As the concluding activity, students make a photable [phonetic 00:16:56] highlighting how information is gathered to help President Bostic prepare for his role with the FOMC.  This activity may also be modified to represent the district in which you are teaching.  Students make a tab for each of the three areas that help provide input and guidance, and can elaborate on each beneath the tab.  They may want to include economic indicators that research economists may use, or highlight local businesses that may have useful economic intelligence and information for the regional network of business contacts.  Students may want to research the board of directors for their Federal Reserve bank or branch, and determine what types of information these directors could bring to the table during the monetary policy making process.  This concluding activity builds critical thinking skills and allows for creativity as students display their knowledge.  And on to the next slide.  Thank you.
These lessons will be posted to our website very soon, and all of our infographics are free to order from the website, as well.  That's all I have for today.  I thank you, and now I'll turn it over to Gigi Wolf from the Federal Reserve Bank of Kansas City.

Gigi Wolf:  Thanks, Lesley.  Today I have some infographics to share with you, as well as a couple of lesson plans that are brand new, all geared toward a secondary level audience.  This series of infographics that we have available, all tie into personal finance, economics, and entrepreneurship are the topics that are included within these.  And here's a screenshot of each that I'll show you, and let you know how you can access them as soon as I finish.  
So the first one I'll show you is called Becoming a Conscious Consumer.  And it helps students to decipher between needs versus wants, gives them tips about comparison shopping, and also how to be aware of marketing gimmicks and traps.

The next one, Responsible Credit Use, helps to lay a foundation for students at different levels of their development, helping them to make decision making skills.  It also shares budgeting and money habit tips that could be useful at any stage.  And as it gets to the preteen and teen sections of this infographic, it gets into loans and interest.  Even if you or a parent provide the loans to their students or to the young people, including interest within that is important for them to learn about that that is often how credit is used in the real world.  One other thing that this infographic shows is how to read the fine print when it comes to credit offers.
Next, we have one called Money Mindsets that delves into the different ways in which we think about money and use money.  It talks about the differences between savers, spenders, avoiders, givers, and worriers, and just helps us to know how to approach money or spending or the way that we budget by being aware of our money mindset.

Next is one focused on prepaid cards.  It talks through the pros and cons, as well as how to find cards that have minimal fees. 

The next set is tied to understanding your paycheck.  You'll see we have two that align with this topic.  The first one looks at the differences between growth and net, and also talks through or works through the different ways that your income is delineated within a paycheck.  And the second one there, the bottom right, that one delves into tips to help those who are looking for ways to make their paychecks stretch.  And then, in addition to these two infographics, we also have lesson plan and activities tied to this same topic that are also available on our website.
Lastly, we have an infographic tied to youth entrepreneurship.  And it actually looks at ways to encourage entrepreneurial thinking for students, and helping them to explore entrepreneurship as a career option, and what their level of risk or their level of how risk averse they are.  There's an activity that ties into that.  

There's also a lesson, a full lesson plan, and an entrepreneurial survey that go along with this infographic, and they're tied to a resource named Are You Ready to Take the Risk?, all available on our website, which is kansascityfed.org/education.

Now I'll go into two new lesson plans that we've developed.  This first one is appropriate for government, civics, history, economics, any of the social studies discipline.  It's called Founding Fathers Feud, and as you can see here, the objectives and the concepts that are covered, it takes three class periods to complete, and the essential question for the lesson plan is why opinions of the creation of the U.S. Central Bank are varied.  It looks at foundational documents for the beginning of the United States, viewpoints of federalists versus anti-federalists, and how those perspectives influenced central banking as we know it.

So on day one, it starts off with discussion about the Articles of Confederation, the Bill of Rights.  There's a short video that goes along with that discussion.  And then these two founding fathers are introduced, Alexander Hamilton and Thomas Jefferson.  And information about their viewpoints about centralized government are also shared in these excerpts.  And then students are introduced to the concepts of federalists versus anti-federalists.  There's a short video that coincides with that.  And then students are asked to explain what federalism is at the end of day one, and to give examples about how both of these viewpoints, federalist and anti-federalist, how those viewpoints might affect our economy.  And through the reading, and videos, students learn that federalists would tend more towards, or trend more towards having a national look at the economy or defining economic trends based on the U.S. as a whole, whereas anti-federalists would be looking at more regional, local concerns when it comes to the economy.
On day two, there's a short review at the beginning of the class, and then students are asked to read short excerpts from the history of central banking.  The excerpts include a short timeline about the history of central banking, including the Fed's two predecessors.  And then it gets into, or touches on, a little bit about our policy goals and legislation that affect our policy.  There is another short video segment included within day two from the Federal Reserve and You video series.  In particular, it's the creation of the Federal Reserve is the excerpt that ties it to this lesson.  
And then after this point, students are asked to divide into pairs where they're divided into pairs and challenge them to creatively argue from the perspective of a federalist or an anti-federalist regarding the existence of the Federal Reserve System or a central banking system.  And then they have to defend that perspective in a form of a song, a rap, or a poem that they then share with the rest of the class.  At this point, you could also share the scoring rubric with them so that they're aware of the areas in which they'll be evaluated.  

On day three, it's student presentation time.  And as you may be able to see in the rubric, they'll be evaluated based on the content or their viewpoint that they've expressed through their poem or song, the accuracy of the information tied to that viewpoint, the format in which they've developed their perspective, and then their collaboration and teamwork, hopefully ensuring that both individuals or both of the students within that pair are actively involved in the presentation.  There's also an app for students to include at least three reasons why they feel they—the way they do, why they decided on that particular perspective.  And they should be at least two minutes in length.

That concludes—or the evaluation of their presentation concludes this lesson.  It ties into voluntary content standards in econ, specifically institutions, the role of government, fiscal and monetary policy, and it also touches on common core standards related to English language arts.

The last lesson that I'd like to share with you is called Location, Location, Location:  Let's Start a Business.  And as you can see here, it enables students to analyze data, economic and geographical data, as it relates to starting a business.  So it ties into entrepreneurship, as well as the other concepts that you see here.  And this lesson can be completed within one class period, or within 60 minutes.  

On day one, or on that—or during the lesson, I should say, students take on the role of an entrepreneur, and the essential question that they're responding to throughout is, how economic factors, at a community level, impact where a business should be located.  So after the introduction to the lesson, there's discussion about what makes businesses successful, and characteristics of entrepreneur.  And then students are asked to read the excerpts that you see here that describes the type of business that they are planning to start.  And so it basically, to summarize, says that they're an entrepreneur that's going to start a new business.  They decided to open a seafood restaurant because they feel there aren't enough of those in the Midwest Region.  

And so they are tasked to come up with a plan that will minimize the risk of starting this business based on economic data.  And so the activity entails economic data that we've pulled from GeoFRED.  That is how, at the St. Louis Federal Reserve [phonetic 00:32:04], and we've pulled specifics from that application tied to income levels, unemployment rates, the GDP, and the minimum wage in three specific areas within the Midwest.  That happened to fall within the Kansas City's Region.  However, the lesson can be adapted to whatever region you'd like to use by pulling data from GeoFRED for your particular state, county, city, whatever you prefer.
And so after looking at the data that's provided for each of those three areas, Omaha; Nebraska; Denver, Colorado; and Oklahoma City, we then ask students to rank, on a scale from one to three, three being the most favorable, how that city fairs when it comes to that particular economic statistic.  And then they total up their rankings, and then that determines what city they've chosen to open their seafood business.  And then they have to explain why.

And so this lesson ties into national standards in economics, including decision making, entrepreneurship, and then, as an extension, opportunity.  If you choose to use the lesson as it's written, you could pull additional data from GeoFRED, again, tying to national, international, or regional levels, depending on your interests.  And there's additional economic data that's included within GeoFRED beyond the four that we've chosen to focus on for this particular lesson.
So, again, you can access all of the resources I've just shared with you through our website.  That's kansascityfed.org/education.  You can also connect to us, or connect with us, through Pinterest, Twitter, YouTube, and LinkedIn.  I've also provided my contact information in case you have questions or would like to get additional information about any of these, or any of our other resources. 

That concludes my portion of the presentation.  So now I will turn it over to my colleague in St. Louis, Andrea.

Andrea Caceres-Santamaria:  All right.  Good evening, everybody.  Thank you so much, Gigi.  I appreciate it, and thank you, Lesley, also, for sharing those great resources.
So, yes, I'm Andrea Caceres-Santamaria from the St. Louis Fed.  And what I'd like to share with you today is a lesson that we published recently.  And it's called GDP Expenditures, What is GDP, and How We Measure It.  And thank you for whoever moved that slide for me.

So this lesson was written by Scott Wallace who is our economic education coordinator.  And while we have lots of new resources that have come out, I do encourage you to subscribe to our ECON Lowdown newsletter, and there we share a lot of the new resources.  Once a month we try to highlight some of our new ones.

What I'd like to do today is focus specifically on one particular resource that we have, and walk you through the process of how it would be executed in the classroom.  The PowerPoint that I'm presenting to you today is available with the lesson.  If you'd like to find this lesson, it's on our website, st.louisfed.org/education.  And there, you—if you type in in the search bar when to—to look for resources, economic education resources, and you type in the title of this lesson, or even just GDP expenditures, it'll most likely be the first thing that pops up, and you'll get the lesson in PDF form and the PowerPoint is also on that same website for the lesson.
All right, so let's go through our lesson so that you can see it.  So, in the lesson, and Lesley talked about GDP, and her activities are actually great, and would actually go really well with this one if you wanted to use both lessons to teach GDP.  Her lesson touches on a very important concept which is real and nominal GDP, and also that deflator which, if you teach advanced placement macroeconomics, you know that our—the students are expected to know that.  So here we have a definition of GDP, and this is the definition that you will see in most text books in which we talk about the market values, [unintelligible 00:37:16] dollars, of all final goods and services produced in economy in a given year.  

In my experience from teaching honors, and regular economics, and AP macroeconomics, I have found that breaking down this particular definition is very important for the students to truly grasp what it is and what GDP is comprised of.  The other thing with GDP is that it's important for the students to understand because if they hear the word recession, and they just know that recessions are not good, especially when I started teaching in 2008, they knew the—they had heard it but they didn't really know what a recession meant, what it—what economic indicators had to—they knew it was a decrease in something.  So in taking a look at what economic indicators were decreasing or increasing, so GDP is really the start of that conversation for them to really have a full understanding of what the word recession means, and we'll even touch on that in a little bit.
So in breaking down the definition and the lesson, it does include, in the PowerPoint, highlighting some points that you want to make sure that you tell the students.  And within the lesson plan itself, the written part, the PDF, there's also very clear explanations and understanding of what—of—that provides the teachers, rather, with a clear understanding of what the content is, and the vocabulary, to make sure that it's clearly explained to the students.

So in this case, we break down—so you'll see in bold, it says, the total market value expressed in dollars.  So for students to understand that GDP is expressed in dollars, but what specifically that means, it's the price that's paid by the end user, so the price that's paid in the market tends to turn the market value.  Now when you hear about GDP, students may hear in terms of increase or decrease in the rate that GDP goes up, and that is expressed in a percentage form, but of course, the dollar numbers are used in comparison from one quarter to the next in order to express that rate of either increase or decrease in GDP.

All right.  And on our next slide, we break down the definition a little further.  And here we have final goods and services.  Now this is something that when, with my students, it took me some time to really walk through it because when it comes to final and intermediate—so you're now introducing a new word.  They see the word final there, but the word intermediate is not in the definition, but it's one that they have to understand just as clearly as understanding what final goods and services are.  As you see here on the slide, it states that GDP does not include intermediate goods, and it defines them as manmade goods used to produce other goods or services becoming part of those goods and—or services.
In my class it may be a popular example that some of you may have heard of or even used is tires.  So let's say Goodyear is selling tires to Toyota.  Toyota is a producer of vehicles, so, in that case, Toyota is purchasing the tires as an intermediate good, which will be placed on the final good, which is the final product in, let's say, the well-liked Toyota Camry.  So in this case, the Toyota Camry is the final good.  Now within the retail prices or whatever the Camry sells for, it's going to reflect what it is that Toyota paid for that particular tire.  So the intermediate good is counting the price of the final good.  Right?  So in the final good, another key term here to use, as you'll see in the first bullet point, is sold to the end user. 

So now let's take that end user and let's take a look at a tire as a final good rather than intermediate good.  So with a tire, let's say that Goodyear produces a tires—a set of tires that was ordered by Tire Kingdom, and so and—or Dobbs, which I think is the popular here in Missouri.  So in this case, when the tire's going there, the end user—the tire is the final product because when you go to a tire store, you're buying a tire.  So that—the end user is there buying the tire.  So in that case then, the tire is now an example of a final good.  And this is something to really go through with the students and take some time with it so that they understand it because there are—if your students are AP students—if you have an AP class, rather, then sometimes those are questions that they ask in regards to the difference of intermediate or a final good or being able to describe them.

And the next breakdown of a definition, we looked at, produced in an economy.  So it has to be produced within the borders of the United States to be counted in U.S. GDP, and using the factors of production in the U.S. economy.  So it is important for students to understand, that's within those borders.  Yes, there are multinational corporations such as McDonald's, KFC, we could go on and on, that produce in other countries, but they're using the factors of production of that country, so therefore that's going to count in their GDP.

And in the second bullet point, you'll see that getting this count correct requires a little accounting.  And that's actually a big part of this lesson, and we'll cover that later when we discuss imports as part of the expenditures approach equation.

And here—I'll touch on this very briefly since Lesley had a great activity about it earlier.  So real GDP is adjusting for inflation, and we hold prices constant over time.  So that's the difference between nominal versus real GDP is that to make sure that we get a good measure of, we've actually produced more in an economy.  We keep prices constant to a particular reference or a base year.
The GDP in the business cycle.  And, again, if you teach AP macroeconomics, or even honors economics, you most likely touch on the business cycle, especially if you teach AP.  And I would tell my students that the business cycle is—think of it like a rollercoaster.  If they're ever been on a rollercoaster ride, the economy has its ups and it has its downs.  So it's a rollercoaster ride.  It's just how long are these certain phases of the business cycle going to last.  So here we see the definition of business cycles, the fluctuating levels of economic activity in an economy over a period of time measured from the beginning of one recession to the beginning of the next.  But again, we enter certain phases, and it's how long we go through those phases or last in those phases.

So economic expansion.  We have our definition here as the period when real GDP increases.  Okay?  So real GDP is rising, and that is economic growth.  I also like to tie in a little bit with my students what's happening to unemployment here.  So in this case, and usually [phonetic 00:43:56], unemployment rates are falling as we are in an expansionary phase of the business cycle.  And this is where I give them the whole rollercoaster thing is you get on that rollercoaster, and you're going up and up and up, creeping up slowly up to that very peak, but the expansion is [unintelligible 00:44:10].  

And it's interesting teaching—when I was teaching—I finished teaching last fall, and it's interesting that I get to now talk to my students about economic expansions versus when I started teaching in 2008, 2009, when I was talking about economic contractions.  So it's very interesting the teachable moments that have come, and the complete contrast of what it is now from what it is then.

So, an economic contraction is when real GDP decreases, economic decline, and again, you can add in, what's happening to unemployment, or most likely happening to unemployment here?  In this case, unemployment rates are possibly going up.  And then the recession.  So here we have a recession, which is a period of declining real income and rising unemployment.  And it's a—here a keyword is a significant decline in general economic activity extending over a period of time.  Some textbooks in the AP would even state that it's when GDP is decreasing for about two consecutive periods, which in this case, GDP, as most of you probably know, is reported quarterly.  They're released quarterly, which is every three months.
All right, so here we go into the—what we call in the AP world, the expenditure approach to calculating GDP.  And this equation becomes an important part of the active learning part of this lesson.  So in this lesson there is an activity where we have students actively participate in identifying these different variables of GDP, and looking at certain examples, and what variables are affected, and also, little—you get some volunteers, and they come up to the classroom, and you have—and this is included in the activity.  And you have one student hold the card that says, GDP.  One student is going to be the equal sign.  One will be the C.  You'll have a student with a plus sign, a student that's the I, a student with a plus sign, a student with a G, a student with a plus sign, and then you'll have your X and then somebody with the minus, and then somebody with the MN.  So it's a nice activity to have the students moving up and down.

So, again, we're looking at the definition of GDP, but now we're going to break it up into the different variables that make it up—make up our expenditure approach.  All right, so we review with the student the personal consumption expenditures, which is spending by households on new, not used—very important for the students to know—in calculating GDP, used goods are not counted, but it's new, not used goods and services, and also that consumption makes up a big portion of our GDP calculation, two-thirds.

Next we have gross private investment, which is spending by businesses on machinery, factories, equipment, tools, and construction of new buildings.  As I will state to you now, and it is also stated in the lesson, it does not include the investment of stocks and bonds, which usually when students hear about or think about investment, they're thinking about financial investments, purely financial transactions such as stocks and bonds.  Those are not counted in GDP.  So just make sure that students understand that very, very clearly.  Sometimes [unintelligible 00:47:24] questions that they throw out there with the students is, you know, let's say Nike is to acquire a certain portion of something—of Adidas.  Usually those transactions are done with some type of acquiring a majority stocks in a company, so those type of transactions are not part of GDP because they're purely financial transactions.  So that is one to remember for the students to understand very clearly.
The other is government, spending by all levels of government on goods and services, including spending on military, schools, and highways.  And it does not include what we call transfer payments such as Social Security payments, unemployment benefits, welfare benefits.  That is not included in that government purchases portion.  So that is also something for the students to understand clearly, because there are questions out there.  All right?
Now, one thing to clarify, and this is in the lesson, that when people spend their Social Security income on goods and services, that spending is counted as part of consumption spending along with all other spending.  So it's all counted, so just to avoid that double counting, as well, is one of the reasons.  Therefore, transfer payments are not included.  Okay?  All right.

So here we have part of the equation.  So we're doing this in pieces because we'll do the exports and imports in just a moment.  But to get the students psyched up, you set them up so that you have the students up in front of the room with the equation, and it's written because it's really cute in a lesson, and wants you to, kind of, tell the students, you know, okay, who wants to be GDP?  So it'll say, give me a GDP.  And the students say, GDP.  And you hand this card to the student volunteer.  Give me an equal sign.  Equal sign.  And the students hold the—and you get a volunteer to go up.  And then you continue, give me a G.  And the students say, yeah, G.  And you have the student volunteer come up and get the card.
So you've got to get them excited about economics.  I would get very excited, too excited, and so we've got to let them feel the same enthusiasm for it so they learn to love it as much as we do.  So that's a fun little part written here in the lesson.

Now, one thing for the students to understand is that the equal sign is—doesn't move.  It doesn't move at all.  But, for them to understand, too, that if GDP equals the C plus I plus G plus X minus N, or if some of you have seen it an X, in this case to note that, you know, if—that you have to equal.  So each—one side has to equal the other.  So if one side of the equation increases and—the other side has to increase as well.  If there's a decrease on one side, then there's going to be a decrease on the other.  So for the students to make sure that they clearly understand that.  And usually your calculus kids see this stuff very, very quickly.

So the students holding the cards are going to raise or lower their cards.  And how they're going to do that or why is because there are prompts.  There are prompts that are included in this lesson, and with these prompts, you will have the students that are not holding the cards, the students that are kind of in the audience, you hand them out little prompts, and they are to go out in a certain order to go with certain parts of the equation as you review it.  So you don't want to give out all the prompts at once, and it is—the directions are in the lesson on which phase of the particular part of the lesson or activity to give, like, prompts one through nine, and then nine through—now—or 10 through 15, so when to give those prompts out when you discuss certain parts of the equation.  Okay?

All right, so let's take a look at some of the prompts and, kind of, see what it is that we want our students to do with this.  So again, there are students in front of the room holding the cards, ready to go, and then the kids that are in your audience, you'll give them some prompts to volunteer, read out loud, and then hold a class discussion on, okay, which variable is it going to affect, and then does it increase or decrease?  So the students in front of the room physically move the letters up and down.  And then, of course, if something happens to one side, it happens to the other, so GDP will also be busy moving around.
So let's take a look at this particular prompts that we have here.  So we have a poll question, but if it's okay, I'm going to go ahead and do the second one.  We'll activate the second one, and so just to save a little bit of time, this—I won't—we won't put this as a poll out there.  I'll just play it on the slide.  But the second one, if we have time, we'll most likely have people interact and have that as a poll [unintelligible 00:51:50].

Okay.  So let me go to the previous slide.  I think there was a button.  Here we go.  Okay.  So here's prompt number one.  All right? 
Consumers spend $521 billion on new automobiles and parts.  Which variables are affected?  Now these prompt questions are great, because especially if you teach AP students, these are the type of questions that they're going to look at in the multiple choice and in the free response questions.  So which variables?  So after going through a good review of each one, and [unintelligible 00:52:25] a little obvious because the keyword is right there.  So if you said, consumers, you are correct.  All right?  So it's the personal consumption expenditure.  So in this case, the student holding up the C would hold it up higher, increase it, and then, of course, which one also has to go up?  GDP.

All right.  The next prompt we have is that businesses spend $380 billion on new software.  Which variables are affected?  So if you look here, we have a [unintelligible 00:53:02] keyword that should help the students remember.  When we talked about one of these variables, businesses were specifically mentioned.  And that is?  Investment.  Okay.  Those private investments, so the students, they hold up the I, and then GDP goes up.  

And something that I should have mentioned earlier, after each prompt, have the students reset the equation. 

Like I said, [unintelligible 00:53:32] this poll question, and here we go.  All right.  So now let's talk about exports.  So now we're adding in, if you notice, we have the X, which is the resources on goods or services that are produced domestically but sold abroad.  And this includes final services and intermediate goods.  So in this case here, we are producing things here using the factors of production in the United States, so it's counted as part of our GDP.  And we're sending it out.  I always tell students, think of foreign countries or foreign purchases [unintelligible 00:54:01] goods and services just other consumers.  But we count this in the export of our equation.  
So prompt number seven has a question about this.  So due to a strong European economy, German consumers and businesses increase their spending on used goods and services.  Which variables are affected?  And exports is correct.  Okay?  So in this case, gain, with the equation reset, then students are going to see that exports increase, the X goes up, and, of course, GDP is going to increase by the same amount.  All right.  So, C plus I plus G includes spending on both domestic and foreign goods and services, and is the total market value expressed in dollars of final goods and services produced an economy in a given year.  All right?  We have domestic instead of a particular country, and goods or services produced abroad, but sold domestically.
All right.  So now here's where we come into a little bit of a problem.  If you noticed when you have X minus M, there's the perception that, you know, that imports bring down GDP.  But this is what this lesson wants to clarify really.  Okay?  So we're looking at the M as actually an accounting variable.  Subtract it with the intent of correcting for the value of spending already counted as CI or G, but actually spent on importing goods.  And it includes intermediate goods.  So what do I mean?  Let me show you with an example.  And I think with the time that we have, I may not—I don't think I'll have time with the next polling question.  But you'll be able to see the question here.

All right.  So let's take a look at what we mean by looking at it through a prompt.  So Juan buys a new car for $30,000.  The car was produced in Japan.  Looking at this and then somehow—in some cases, how it's presented, you would think, well, that's got to, like, bring down GDP because it's being subtracted.  But let's look at what actually happened.  So what we're looking at here is, it's going to be a personal consumption expenditure, C, which increases by 30,000.  But the value of the car, as an import, is subtracted.  So the net effect is that GDP is actually unchanged.  And this is something that students really need some clarification on to make sure that they understand that, again, imports don't drag GDP down.  Rather, in this case, it just leaves it unchanged.  No change.

All right.  And, lastly, let's take a look at this example.  Jasmine buys a new car for $30,000.  The car was assembled in the United States, but the manufacturer used $10,000 in imported parts in the production process.  So really think about this one here.  Okay? So they buy a car for $30,000.  The car was assembled in the U.S. with $10,000 of imported parts in the production process.  What would happen here?  So in this case, the consumption expenditures are going to increase by 30,000, but the value of the imported parts, the $10,000 is subtracted.  So the net effect is that GDP increases by $20,000.  And here you can actually have, with the equation reset, you know the students put up the imports real high.  Like you have the consumption up real high, and the GDP.  But then once you take into account the import, they can move their consumption—they can move the GDP and all that down just a little bit so that it kind of equals itself out so that they see.  So again, this is a nice lesson to kind of clarify what happens with the imports and how they're calculated.

All right?  So that was our polling question, I think.  Let me go to our next slide. 
Okay.  So this is just to kind of summarize for the students what we're looking at here, the pieces and the—rather the variables of the equation, and also for them to understand what that X minus M means.  And again, some of you may actually have it down as an X when you present the equation to the students.  And there—oh, excuse me.  And, previous slide.  If you're happy with these buttons, I'm sorry if I'm—all right, here we go.
So in the closure, we have some questions just to debrief with the students from things that they learned in the lesson.  So this is a great way for them to summarize, and discuss what they've understood and what they've gotten out of the concepts and materials and—that were presented.  All right?  

Okay, great.  Well, thank you so much.  So please note that at stlousfed.org/education, you can find this lesson and some other new publications.  And we encourage you to subscribe to our newsletters so that you can get even more updates, monthly updates, on the newest and latest publications that we have here through the St. Louis Fed.  Thank you.

Julie Stackhouse:  All right.  Thank you so much, Andrea.  I really appreciate it.  We are running short on time.  We didn't actually get questions.  We did get a couple people thanking our presenters for their time and sharing their expertise, so I really appreciate that.
Kris, I'm going to turn it over to you for some closing remarks before I share the survey with our participants today.

Kris Bertelsen:  Okay.  Just a couple of things.  Thank you to the presenters, and thank you for joining us.  Please check out the respective banks' websites, Atlanta, Kansas City and St. Louis, along with federalreserveeducation.org to find any of the materials that we've shared with you here today.  Feel free to reach out to any of us with questions if you have any.  And be sure to check your local reserve bank website for events, both Webinars for 2020, as well as events held locally at your Federal Reserve district.  And thanks again for joining us today.  Jean?

Julie Stackhouse:  All right.  Thanks, Kris.  And I'd like to thank our presenters for sharing their time and expertise.  A survey is now available to those who joined us via Webinar.  And shortly, everyone will also receive that same survey link via e-mail.  You only need to fill it out once, but please do take just a couple of minutes to let us know how we're doing.

Thanks for joining us.  This concludes today's Federal Reserve ECONnections Webinar.  Enjoy the rest of your day.
(END OF RECORDING)
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