ANS .

Stages of Production Value of Sales [vatuezdded
Growing Apple 12

Pickling 15 3
Canning 18 3
Shipping 20 2

Retail Sale 22 2
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Exercise 2

1. Is the following a stock or flow variable?

2.1 Inventories stoclw 2.2 Change in Inventories Flow
2.3 Money Supply gto¢lh 2.4 Change in Money Flow
Supply

2.5 National Income  F| oy, 2.6 Expenditure ~ Flow

2.7 Wealth ~ Stoch 2.8 Population  SotWw

2.9 Capital - S¥ock 2.10 Interest  Flow

2. What is the difference between GDP and GNP? When looking at

the US and China, which country do you expect to have higher
GNP? Why?

In comparison between The U5 and China/ one would

expect the VS to have 3 higher GNP becavse |abour wages

ar o\\eaper m China n‘?h n ’n\e V5. In On\u’ wosz,sim:g Prkoohoh
costs are lower i China thaw in Yhe VS, the VS wil Pr.Jute ih 3004-5
m Ching .Thmfom, the VS GNP s \ll-lb" Yo be ‘nia)u,- Yhann China s

3. The canned apple has 5 stages of production as follows. Find the
value added of each stage and the GDP value of the canned apple.

ANS. To’ra\ value 9Mo¢l = 3131949
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4. What is Transfer Payment? Why is it not included in GDP?

£ YXThes nwen vvra twmbnvwnntad 2cc Dasl MAMDD Dowlalc coridth avrncawdlan Ta

ANS. /'72\"5{” Pasmuﬁ is a one-waj ya&mm"’ *“o persow
or or aniw'h'ov. Yot have net J;vw. o ¢,<c|,,,,}“| J"J’ awd savites
in relirw . Transﬂr symenty de net crc.ah, any I,m.l.,d;, 90
it is wetincludd in VGDP

5. Why are we interested in Real GDP? Explain with examples. Is
there a problem associated with Real GDP?

ANs. Becovse teal GDP elimmates the effects of inflation

and deflalion, However, GDP 32y nothivg abot the wealth
of 5 covnl 5 ner dees it 53y om \’ln“:) abvi Ve Coh-.)?Oﬁ"io”
0 ov*rd"(", Real GopP Fbw;;s on ﬂt Cl\ensc ho lLUahfif:y
Pm&vteé ,Ho‘ H’v, Ck’ah ¢ Y ?(‘\“LCS.

6. Suppose 2018 is the base year. What can we say about Real GDP,
Nominal GDP, and GDP Deflator of 2018?

ANs. I 9014 is the base year, real G0P % nominal GDP
will e equal amd Ve €DP deflotor for 2019 s 100,
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7. Explain three limitations of the GDP concept.

AnNS. '} \ngmvali‘}b: GOP |na> m”ﬁ;:, *‘0 53:, dbout the

distribvhion ofJ outpit amony individyals
i a socicfj.

2. lVIForma| ECOWOM)'. GpP d0C5 \no" COW" ‘H‘U Wrerof’BJ
income gerevated i te hidden Par"'
of’ He cCW\-hJ.

3. Exfcrwa\i\') : GOP  does wot tole into sccovnd th
oyt or bMQFl'\') on N Yhird far i’j)as a n>v)"

of Prt J\&hon,

8. In 2018, Kingdom Asgard made the following transactions. Using
the expenditure approach, identify which component of GDP is
affected by each transaction, and calculate the 2018 GDP.

- The citizens bought 8 new cars, each worth 508. 400 $ Conou Ml,'\ish
ﬂ N‘) ‘ - The citizens bought 4 new houses, each worth 150$.=3 $00 * inve shbun"

- The citizens grew rice for their own consumption. The rice was

worth 5008.21 Investwmend % not include in GOP BC iswk i the market.
- The firms bought 6 used machines, each worth 50$.< 209 ﬁ wvestme n"’]b not 3"°‘Vlb in GDP
- The firms bought 8 car parts, each worth 25$.-u°o$ vestmewt % of in clude W 6Dp
- The government bought 4 new computers, each worth 50$. — 200 q JW"V! mm\' 9r¢mn)
- E:e government paid lQOO$ to the poor as welfare payment. _ d. eow * cov n*
- The citizens bought 10 imported ships, each worth 100$. . Y
- The firms sold 4 planes abroad, each worth 200$. 1 m SOVGT Mg

s?cnk'm’ and
L %00 $ (xrot“' looo* nhot GDP.
imrot"

GPP: c+l+@g+(X-M)
: 4004+ (60 + %00 + (900-(000)
= fout Loo4yo0 -900
i ‘000%



9. Suppose that there are three goods in the economy — goods A, B,
and C. Calculate Nominal GDP, Real GDP, and GDP Deflator
when 2012 is the base year. Also, calculate the annual inflation rate
from 2014 to 2015.

Year PricgQuantity Price[Quantity|PriceQuantity
of Alof A of B jof B of C |of C

20121 {3 42 B (P [3 al"®

20133 I o4 B 9|1 4 4|08

201422 A3 R [ T 2 (.19

20154 |4 o[ T 1 2 9. 9

Year Nominal GDP Real GDP GDP Deflator
2012
2013
2014
2015

GDP  deflator - N'mina\ GDP 100
ANS,  [For [Nt 0P| Tcal 59F [GDT VoL Qeal 6pP
va| 19 3 109 mflotion ra1¢ foom a0y 206
w | 1§ | 83y L. New-ol)
e e

w[ 19 3 [isg.44 old
I:ns 15 17 [903.%) - %-HA  0.29

T 3

10. Using the table below, calculate GNP and NNP.

Billions of Dollars

GDP 8000
Receipts of factor income from the rest of the world 250
Payments of factor income to the rest of the world 300
Depreciation 900
Indirect taxes minus subsidies 500
Corporate profits minus dividends 500
Social insurance payments 700
Perconal interect income received from the

government and consumers 300
Transfer payments to persons 1100
Personal taxes 1000

ANS.  GNP- GDP + NFFL
:GDP4from abroadl o abroad
= 200+ (250-200)
s ?QSO)‘(‘

NNP - GNP - Deyreciahoh
: ¥950-900
: ?05'0%
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11. Using the table below, Calculate the following items.
11.1 Gross domestic investment
11.2 GDP, using the expenditure approach
11.3 GNP
11.4 NNP
11.3 National Income, using the income approach
(Do not worry if NNP and NI differ greatly.)

Table 6.5

Depreciation 168.0
Compers ation of employees 14077 WAGES
Corpor ate profits 2576
Dividends 784
Exports 2128 X
Government purchases 7168 G
Imports 252 M
Indirect t axes 593.6

INTERLST Net interest income 182.2
Net private domestic investment 784.0

CPersonal consumption expenditures 2,2032
Personal interest income 112.0
Receipts of factor income from therest of the world 352
Personal taxes 627.2 .
Proprietor's income 173.9 Non- “?‘“\l [m’t\-)f
Payments of factor incometo the restofthe world 688
Rental income A1
Social irsurance pay ments 3808
Subeidies “48
Transfer payments 504.0
ANS .
.| GOL - DI + De[mcna‘hov\

* %4 4169 =°l55!’

1.9 C+I+G+(xM
: 9003 +459 +315.9 +(2A2.9 -235.2) = 59404.(,%

0.3 GNP - GPP «NFFL
+ 3196 - 169 =3b4%”@

.4 nN? - GNP - Def)reci&hoy
= 364%9- b - 3480#_

1. 407,02 +267.p5 +543.6+192.2+ 1734+ 84.1t44.9 - ﬂbo'-l-i,



12. In a simple economy, suppose that all income is either

compensation of employees or profits. Suppose also that there are
no indirect taxes. Calculate GDP from the table below. Show that

the expenditure approach and the income approach add up to the
same figure.

(Hints: (1) NNP + Depreciation = GNP, (2) NFFI =0, and (3) NI =

NNP)

Consumption 9500 €
Investment 3000 I
Depreciation 1750
Profits 2400
Exports 850 X
Compensation of employees 11500
Government purchases 3200
Direct taxes 1200
Saving 1600
Imports 900 M

Th.p. exfnv. c\ i"'ure
- GDP : c+I+G+ (x-M)

Bpproach.

500 +20% + 3200 + ($50-900)

(1}

|5,650)}8

The income  approach
—  N1:NNP
GNP - VWP + DeFrcciaTion
— GDP- Derrec;ahon : Profits 4 com[m.saﬂm

GDP = 2400 + U0V 41350

s 151650#



