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A.  Aim: Increase GDP-Income

B.  Aim: Increase Production 

  via

1) Productivity

2) Efficiency 

On Productivity & Efficiency



A. Aim: 

Increase GDP - Income



EIGHT DETERMINANTS OF WEALTH AND POWER

1) Education

2) Competitiveness

3) Innovation and Technology

4) Economic Output

5) Share of World trade

6) Military Strength

7) Financial Center Strength

8) Reserve Currency Status

What Determines Income Growth & WEALTH 

Factors to Increase GDP



• There is 

• wide and almost equal access to education and 

• merit-based placements in jobs.

• Because this draws on the widest possible range of the population to 

access talent and yields a system that most people believe is fair.

• Also, Successful entrepreneurs, inventors, and 

adventurers produce new ideas and take their societies 

to new places and become the heroes whom others aspire 

to be like because of how they produce revolutionary new 

ideas, make people’s lives better, and are rewarded for it.

…because HISTORY… shows us that… GDP growth takes place …



Economies and Societies based on Talent

Those societies that draw on  

❑ The widest range of people and 

❑ Give them responsibilities based on their merits rather than 

privileges 

are the most sustainably successful because:

One very important factor for GDP growth is: TALENT

1) They find the best talent to do their jobs well,

2) They have a diversity of perspectives, and 

3) They are perceived as the fairest, which fosters social stability.



Formula of Success

Throughout time, the formula for success has been a system in which.

❑Well-educated people,

❑Operating civilly with each other,

❑Come up with innovation,

❑Receive funding through capital markets, and 

❖own the means by which their innovations,

❖are turned into the production and allocation of resources,

❖allowing them to be rewarded by profit-making.

Therefore, BEST GOVERNMENT POLICY

When these economies and societies 

Manage to gather more wealth and power than any other group, 

they became the world’s leading power, 

which allowed them to determine the world order.



Factors that every Government should focus



Having Great Leaders is a very important one

There are many prerequisites for GDP growth .. 



1. Imagine and convey an exciting picture of a future that never 

existed before.

2. Actually, build that future out.

3. Use the prosperity earned to broaden the inclusiveness of it and 

4. Invest in the future. 

Inspirational Visionary Leaders … at the Government 

They do this while 

1. Maintaining sound finances 

2. Pursuing excellent international relations, so that 

3. Protecting or expanding their empires without any financially or 

socially debilitating wars.



Well-being measures 

1) GDP per person

2) Life expectancy

Two basic criteria for successful Leaders …

WELL-BEING for all people … 

Example for Corporations – The CEO of every Company should look to 

1)  Increase Income Salaries for employees (Productivity Driven)

2)  Retain employees in the company  (Efficiently Driven)

3) Xxx

4) Xxx

5) Xxx



History rhymes: 

➢ It rhymes because its most important events repeat, 

though never in exactly the same way.

This is because, 

➢ While the cause/effect relationships influence each other 

in different ways. 

❑ By studying many analogous events in different times and 

places, their underlying causes and effects become clearer.

… along Economic CYCLES …



Economy Cycles:

❑ Cycles on the other hand move back and forth, producing excesses in one direction that 

lead to reversals and excesses in the other, like the swinging of a pendulum. 

Three Big Cycles:

1) The long-term Debt and Capital Markets Cycle

2) The Internal Order and Disorder Cycle

3) The External Order and Disorder Cycle

❑ This archetypical Big Cycle governs the rising and declining of empires and influences 

everything about them, including currencies and markets.

❖ Almost everyone talks about what is happening now and nobody talks about these big 

cycles, even though they are the biggest drivers of what is happening now.

ECONOMIC CYCLES



Together with other factors-variables like…

Great Leaders are needed along the 
ECONOMIC CYCLE 



Life Cycle and Factors for Greatness …



GDP - Short Term (SR) & Long Term (LR) cycles …



Production & Productivity cycles 



DEBT driven Growth … cycles 



Production & Debt … cycles



Productivity & Debt … cycles



Productivity & Debt … cycles



Economic growth and CREDIT … cycles



Understanding …

… Economic Cycles



Economic Cycles … due to Human Behaviour



…and also, Economic Cycles … due to Government



Government creates Debt and after tries slowly to fix it …?



Government tries to balance Income & Debt



Is our Government focuses or has …? 



Governments use Money and Credit to operate/function



Governments’ aim is GDP/Income Growth …



Governments’ aim is GDP/Income Growth … but



Governments choose Credit-Debt rather than Taxes …



Governments choose Credit-Debt, especially LR …



Governments borrow-borrow…and then Bankruptcy …



Example (History) -  USA Economy …



Example (Future) -  USA Economy …



Every Economy-Market-Country faces the 3 cycles …



Steaming ahead and Destemming … 



Comparing the two Superpowers -  USA vs China



Macroeconomics … for selected economies …



Government Spending  … for selected economies …



3-3-2



Analysis of an Economic System …



Monetary Policy …that Affects Credit – Debt and Consumption 



… back to … Economic Cycle …



Economic Cycle …



This is the system of 

CAPITALISM  

that like any other organism 

goes through CYCLES …

and over and over again …

creates some issues …over time …

that we call them 

ECONOMIC GAPS

and 

FINANCIAL RISKS



A major task for every government is to 
smoothen 

avoid 

correct

Iron

these 

Gaps and Risks

This is why I say the most difficult job on the 
planet is to be 

the President …



❑ The ability to make money, save it, and put it into capital (i.e., capitalism) 

is an effective motivator of people and an allocator of resources that 

raises people’s living standards.

❑ But capitalism is also a source of wealth and opportunity gaps that are 

unfair, can be counterproductive, highly cyclical, and can be destabilizing: 

• Large wealth gaps

• Opportunity gaps 

• Over indebtedness or Debt bubbles

• Worsening inequalities 

• Instability

❑ However, over the long run capitalism has created wealth and opportunity 

gaps and over-indebtedness that have led to economic downturns and 

revolutions, and wars that have caused changes in the domestic and world 

orders.

CAPITALISM 



Upcoming and potential risks, that is big risks that naturally 

develop and undermine the self-sustaining good results that 

can be:

➢ The widening of the opportunity, income, wealth, and 

values gaps (accompanied by)

➢ Bad and unfair conditions for the majority,

➢ Luxurious and unfairly privileged positions for the elites

➢ Declining productivity 

➢ And bad finances in which excess debts are created. 

Policies … must avoid 



✓ Big fights typically happen when both sides have roughly equal powers and 

existential differences exist between them. 

✓ Big fights typically do not occur when there are big asymmetries in power because 

it would be stupid for obviously weaker entities to fight obviously stronger ones, 

and if they did fight, the fights would be small in scale.

✓ However, sometimes when there are roughly equal levels of power on both sides, 

stalemates and gridlocks rather than big fights can occur when the existential threat 

of harming oneself in the process of trying to beat the other side is greater than the 

gains that would come from having a fight to the death.

✓ The balance of power dynamic drives virtually all struggles for power - e.g.,

• Office politics within organizations

• Local and national politics in shaping domestic order, and

• International politics in shaping the world order.

If not… then  internal & external CONFLICT



Humans vs. Machines

The human player is: 

• More inventive.

• More lateral in thinking and 

• Better able to reason.

While the Computer 

• Can calculate more data faster.

• Is better able to identify patterns, and 

• Is much less emotional.

Another Challenge ahead: ARTIFICIAL INTELLIGENCE 



Normative or Ideal 

❑ The greatest challenge for policymakers is to engineer a capitalist 

economic system that 

o  raises productivity and 

o  living standards 
without worsening inequalities and instabilities.

❑ For as long as there is peace and prosperity for the majority of the 

people, which will only be the case if the system is fair and the 

majority of the people remain self-disciplined and productive, peace 

and prosperity are likely to continue.

Solution - Proposal 



• Have an abundance of opportunities to be productive, 

• Are excited about it, 

• Work well together, 

• Produce a lot, 

• Get rich, and 

• Are admired for being successful.

Economics should create an Economic Platform 

Where and When People and Citizens  



• Are improving for almost everyone.

• So, most of the next generation is better off than 

most of the prior generation.

• So, there is broad optimism and excitement about 

the future.

Economics should create an Economic Platform 

Where conditions 



An Economic Environment that has a lot of:

➢Creativity

➢Productivity and 

➢Energy

Government with its Public Policy should create …



➢  Human productivity is the most important force in causing the 

world’s total wealth, power, and living standards to rise over time.

➢  Productivity - i.e., the output per person, driven by learning, 

building, and inventiveness – has steadily improved over time.

➢  The provision of excellent public education – which is clearly a 

leading cause of higher productivity and greater wealth across a 

society – should be a high priority.

➢  It is smart to trust and invest in humanity’s adaptability and 

inventiveness.

PRODUCTIVITY



❑ Productivity creates Income and GDP growth that 

fuels in turn productivity and in turn real income 

growth

❑Which makes debt easy to service and provides 

excess profits that make equity returns excellent.

➢ Incomes exceed expenses and 

➢ Savings exceed liabilities. 

➢ with the savings financing investment in the future.

… because PRODUCTIVITY … can provide solutions …





Consumption

 & 

Aggregate Consumption 

Consumer – The King and Queen  

Marketing and other subjects

 deal with the 

Consumption 





B) Aim: 

Increase Production
& 

Aggregate Production 

Specialization 

Exchange 

Global Trade



Who produces which goods and why?

• People around the globe coordinate production 
activities to sell to consumers what they want.

• The global production is a natural outcome of 
people everywhere acting in their own self-interest 
to improve their own lives.

• Economists call this coordination mechanism the 
invisible hand.



Production possibility

• One way to understand the invisible hand is the production possibility model.

❖Two groups: Producers and consumers.

❖Two goods being produced.

❖Each producer has their own production technology.

• Technology can be proprietary.



Production possibility frontier 
A country’s production capabilities can be modeled using 

the production possibilities frontier (PPF).

Production 

Possibilities

Bushels of 

Wheat 

(millions)

Shirts 

(millions)

A 4 0

B 3 0.5

C 2 1.0

D 1 1.5

E 0 2.0



Production possibility frontier 
The production possibilities frontier is the line or curve that shows 

all possible combinations of two outputs that can be produced 
using all available resources.

• The trade-off between 
producing more of one good 
anad less of another is the 
opportunity cost.

• Equal to the slope of PPF, −2.

• The opportunity cost of 1 
shirt is 2 bushels of wheat.



Convex PPFs

• The previous PPFs assumed that all inputs are able to 
be transferred between production processes at a 
constant rate.

• It is likely that some inputs are better suited for making 
shirts, while others inputs are better suited for farming.

• What happens to the shape of the PPF if transferring 
inputs between production processes is costly?



Convex PPFs II
The opportunity cost of producing an additional unit of a good 

typically increases as more resources are allocated to its 
production.



Convex PPFs III
At each point of the curved production possibilities frontier, the slope 

represents the opportunity cost of producing more t-shirts.

• The opportunity cost 
represents the suitability of 
the next input that is 
transferred from one 
production process to the 
another.



PPFs and opportunity cost
If the country is producing inside the PPF, producing more of one good 

does not require giving up some of the other good.



PPFs and opportunity cost II
If the country is producing on the PPF, producing more of one good 

requires giving up some of the other good.



Shifting the PPF
The PPF shifts when resources are adjusted. 



Absolute and comparative advantage 

• The PPF illustrates the key trade-offs faced by one 
economy.

• If there is no trade between economies, then what a 
country produces is what it consumes.

• Using the understanding of PPFs, the analysis can be 
extended to understand how countries decide what to 
produce.



Absolute and comparative advantage

• Suppose that an American worker can produce 50 shirts or 200 bushels of 
wheat per day. A Bangladeshi worker can produce only 25 shirts or 50 
bushels of wheat.

– The U.S. has an absolute advantage in shirt production since a U.S. 
worker can produce more shirts than a Bangladeshi worker.

– The U.S. has an absolute advantage in wheat production since a U.S. 
worker can produce more wheat than a Bangladeshi worker.

• Absolute advantage does not aid in understanding how countries decide 
which goods to produce.

– For every t-shirt produced, the country uses resources that could 
otherwise be spent growing wheat.

– Trade is based on opportunity cost.



Absolute and comparative advantage

• To understand how each country decides which 
good to produce when they interact, the 
opportunity costs are calculated:

– U.S.: 1 shirt costs 4 bushels of wheat.

– Bangladesh: 1 shirt costs 2 bushels of wheat.

• Using the reciprocal of the above opportunity costs:

– U.S.: 1 bu. of wheat 
costs

1/ 4 shirt.

– Bangladesh: 1 bu. of wheat 
costs

1/ 2 shirt.



• A country has a comparative advantage in a good if 
it can produce it at a lower opportunity cost than 
other countries.

– U.S. has a comparative advantage in wheat production 
over Bangladesh.

– Bangladesh has a comparative advantage in shirt 
production over the U.S.

• No country has a comparative advantage in 
everything, and each country has a comparative 
advantage in producing something.

Absolute and comparative advantage



Example: Babe Ruth, star pitcher

• Babe Ruth was both the best pitcher and the best 
hitter on the NY Yankees 19 20 team.

• From a practical point of view, Ruth couldn’t do 
both.

• Babe Ruth had an absolute advantage in both 
activities.

• Babe Ruth had a comparative advantage in hitting, 
as the team would do relatively better when Ruth 
was hitting.



Why trade?

• Suppose the US has 150 M. workers and Bangladesh has 80 M.

• In isolation, each country produces and consumes on its own.

– U.S. produces 1 B. shirts or 26 B. bushels of wheat.

– Bangladesh produces 0.5 B. shirts and 3 B. bushels of wheat.

• If each country specializes by producing the good for which it has a 
comparative advantage, total production increases.

Country Wheat (billions of bushels) T-shirts (billions)

Without specialization United States 26 1

Bangladesh 3 0.5

Total 29 1.5

With specialization United States 30 0

Bangladesh 0 2

Total 30 2



Specialization sauce

• McDonald’s, Pizza Hut, Wendy's, and other fast-food chains serve 
food that's pretty fast and pretty cheap.

• The McDonald brothers were inspired by the way workers specialized 
on particular tasks when making cars on factory assembly lines.

• The McDonalds decided to use the same idea when running a 
restaurant.

• Assigning only one specific task to each worker increased food 
production and lower serving times.



Gains from trade
The improvement in outcomes that occurs when specialized producers 

exchange goods and services is called the gains from trade.

• With specialized production, consumption is outside of the PPF.



Winners and losers

• Trade can bring big gains to economies, but that 
doesn’t mean that everyone wins.

• Specialization does cause gains to trade for all who 
engage in trade.

• Specialization away from non-comparative 
advantage activities displaces those workers.

• Government programs help workers cope with job 
losses, but they require that workers be flexible.



Comparative advantage: the good, the bad, and the ugly

• Most customer service lines for large U.S companies 
is often outsourced to someone in India or the 
Philippines.

• The U.S. likely has an absolute advantage in customer service 
calls. 

• Due to communication technology, the U.S. does not have a 
comparative advantage in customer service calls.

• The U.S. has not lost its competitive edge, rather its comparative 
advantage has shifted to other industries.



• How to construct a production possibilities frontier.

• What causes shifts in production possibilities curves.

• What are absolute and comparative advantages.

• Explain why people specialize.

• How the gains from trade follow from comparative 
advantage.

Summary



Summary

• Specialization and trade can make everyone better 
off.

• An economy is driven by individuals seeking to make 
a profit; people specialize so as to exploit their 
comparative advantages.

• This principle is as true for countries, like the United 
States and China, as it is for individuals picking their 
careers.



1) Productivity 



❑Productivity, in economics, measures output per unit of input, such as 

labor, capital, or any other resource. It is often calculated for the 

economy as a ratio of gross domestic product (GDP) to hours worked.

❑Labor productivity may be further broken down by sector to examine 

trends in labor growth, wage levels, and technological improvement. 

Corporate profits and shareholder returns are directly linked to 

productivity growth.

❑At the corporate level, productivity is a measure of the efficiency of a 

company's production process, it is calculated by measuring the 

number of units produced relative to employee labor hours or by 

measuring a company's net sales relative to employee labor hours.

What is Productivity …

https://www.investopedia.com/terms/g/gdp.asp
https://www.investopedia.com/terms/n/netsales.asp


• Productivity, in economics, measures output per unit of input.

• When productivity fails to grow significantly, it limits potential gains 

in wages, corporate profits, and living standards.

• The calculation for productivity is output by a company divided by 

the units used to generate that output.

• Auto giant Toyota and online marketplace king Amazon are prime 

examples of businesses with an impressive level of productivity.

• Productivity in the workplace refers simply to how much "work" is 

done over a specific period of time.

What is Productivity …









The Office for National Statistics (UK) identifies five drivers that interact to underlie long-term 

productivity performance: investment, innovation, skills, enterprise and competition.

 

➢ Investment is in physical capital — machinery, equipment and buildings. The more capital 

workers have at their disposal, generally the better they are able to do their jobs, producing 

more and better-quality output.

➢ Innovation is the successful exploitation of new ideas. New ideas can take the form of new 

technologies, new products or new corporate structures and ways of working. Speeding up 

the diffusion of innovations can boost productivity.

➢ Skills are defined as the quantity and quality of labour of different types available in an 

economy. Skills complement physical capital and are needed to take advantage of investment 

in new technologies and organizational structures.

➢ Enterprise is defined as the seizing of new business opportunities by both start-ups and 

existing firms. New enterprises compete with existing firms through new ideas and 

technologies increasing competition. Entrepreneurs can combine factors of production and 

new technologies forcing existing firms to adapt or exit the market.

➢ Competition improves productivity by creating incentives to innovate and ensures that 

resources are allocated to the most efficient firms. It also forces existing firms to organize 

work more effectively through imitations of organizational structures and technology.

What is Productivity …

https://en.wikipedia.org/wiki/Office_for_National_Statistics
https://en.wikipedia.org/wiki/Competition
https://en.wikipedia.org/wiki/Learning_effect_(economics)
https://en.wikipedia.org/wiki/Diffusion_of_innovations
https://en.wikipedia.org/wiki/Entrepreneurship


✓The calculation for productivity is straightforward: divide the outputs 

of a company by the inputs used to produce that output. The most 

regularly used input is labor hours, while the output can be measured 

in units produced or sales.

✓For instance, if a factory produced 10,000 widgets last month while 

being billed for 5,000 hours worth of labor, productivity would simply 

be two widgets per hour (10,000 / 5,000).

✓Sales can also be used as a measure of output. For that factory, let's 

say 10,000 widgets translates into $1 million dollars in sales. One 

simply needs to divide the $1 million figure by 5,000 labor hours in 

order to get the productivity number: $200 in sales for each hour of 

labor.

How to Calculate Productivity









Factors for … Productivity …









































2) Efficiency



























Thank You

This presentation/document was prepared and synthesized by Nick Demos. The information contained herein derives from various sources, mostly online sources, and publicly available books 
and data on the internet, etc. This presentation has been supplied on condition that anyone who consults it is understood to recognize that the copyright rests with its author and that no 

quotation from this presentation and no information derived from it may be published and used without the prior written consent of the author. This document was prepared by Nick Demos. 
©2023 Nick Demos | ALL RIGHTS RESERVED 
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