
Problem 1

1.GDP per capita is the measure of economic output of a country which is accounts for its 
entire population.

2. Because real gdp is use to represent the actual economic output in a year that is 
accounted for the inflation and changes in price.

3. Discouraged worker is the people who were looking for jobs but cannot get one simply 
because they have the thought that there aren’t any available jobs for them.
This does not affect the unemployment rate because they aren’t looking for jobs 
anymore.

4. Transfer payment is payment or income that is distributed by the government without 
receiving anything in return. It is not included in the gdp because these payments don’t 
use resource or contribute to the productivity of the economy.

5. By market exchange rate, per capita income of Switzerland is more than that of 
Canada because it is the measure of the pure value of currency which Swiss franc 
has more value than Canadian dollar. But the measure of ppp is dependent of the 
standard of living of the country, and goods in Switzerland are relatively more 
expansive than that of Canada, so we can infer that canada has more income per 
capita using ppp.



Problem 2
A) T=1000, Y=7500, ?=public borrowing=500.
The market in the box is financial market.
Function of GDP = C+G+I -> expenditure approach (no export of import in this flow)
GDP = wage + interest + rent + profit -> income approach
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B)

GDP = 7500
GDP = wage + dividend + profit , C + G + I
Aggregate profit = 900

C) Using GDP expenditure formula 
                                                Y = C + G + I + (X - M)
                                          8100 = 4000 + 1500 + 2000 + (1500 + M)
                                               M = 900

   Household income = C + T + S                       G = T + ?
                         8100 = 4000 + 1000 + S      1500 = 1000 + ?
                               S = 3100                              ? = 500 (public borrowing)

   ?? = 600 (foreign lending)

The budget balance is difference between the income and spending of the govt
Budget balance = T - G = 1000 - 1500 = -500  thus it is a budget deficit.

The trade balance = export - import = 1500 - 900 = 600 (surplus)

Aggregate saving = 2500

This situation is not sustainable because the government needs to borrow from 
the financial market which mean the government cannot sustain itself. Also I 
think it is condemnable because it is not a good act for the government to 
sustains itself by borrowing from public.

C -- 4000

① 1.200€t



Problem 3

Base year = 2010        real GDP = nominal GDP / (deflator/base deflator)

real GDP(2000) = 80534 / ( 73.49/100 ) = 109584 baht

real GDP(2018) = 235010 / (116.59/100) = 201569.6 baht

Inflation rate from 2000 to 2018 = (116.59 - 73.49) / 73.49
                                                   = 0.59 = 59%

1)

2) The reason behind both of the difference gaps between CPI and GDP deflator 
could be the oil crisis that happened in 1973 and 1979. The event made the oil 
prices which in turn, made price of evrything rose too, including imported goods. 
The differences could be from that CPI measures all goods and services, including 
imported goods bought by consumer. CPI also is calculated by a fixed basket of 
goods. In times with expensive goods, consumer may have substitutes to buying 
cheaper ones so CPI wouldn’t be very accurate. In contrast, GDP deflator 
measure goods and services domestically produced so it isn’t affected by the 
risen prices of imported goods.

3) In the 1970s Thailand had many economic problem. The notable ones are the oil crisis in 
1973 which made a huge inflation, the second oil shock also drive up the inflation rate. In 
this period Thailand also suffered from decreasing foreign investment and Vietnamese war 
which made the growth rate slow down. In the 1980s, Thailand shifted from import 
substitute industrialization to export oriented industrialization which made the growth rate 
go up as high as 13.6%. In 1997, as the result of the Asian crisis, Thai economy collapsed. 
The growth rate went down hill, unemployment rate went up a lot. In 2008, as a result of 
the us financial crisis and the political movement in Thailand, the economy became 
unstable and fluctuated in the following years.
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