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Macro-econom ics: Introduction  
 
M icro-econom ics studies one part of a larger study of m acro-econom ics. 
 
The basic econom ic problem  is finite resources and infinite dem and, and so how  to use these 
scarce resources m ost efficiently. 
 
A spect to 
m onitor 

W hy? 

GD P Increase in GD P represents an increase in living standards as m ore goods 
and services are available for consum ption. 

U nem ploym ent U nem ployed labour is a w asted resource, so this needs to be kept as low  as 
possible. Currently unem ploym ent is about 5%  in the U K. This is good a low  
rate com pared to previous percentages for the U K and other European 
countries. 

Inflation This should ideally be low  and stable. H igh inflation causes uncertainty and 
discourages saving. U nexpected high inflation causes problem s for those on 
fixed incom es (like pensioners). If inflation is not stable people w ill be 
uncertain to spend or save and it is unlikely businesses w ill invest. Currently 
inflation is about 2.9%  in the U K. 

Balance in 
trade 

A  deficit/surplus can cause problem s in trade. Currently the U K is ~£2.4bn in 
deficit. 

 


