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Pun\,'mmchq F.

National Output and National Income #£6404-64049C

1. Is the following a stock or flow variable?

2.1 Inventories Stock 2.2 Change in Inventories 1l gy
2.3 Money Supply ¢tor 1 2.4 Change in Money Supply {| gy
2.5 National Income floy 2.6 Expenditure |,

2.7 Wealth stock 2.8 Population §tock

2.9 Capital stock 2.10 Interest  {ly,

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?

— PP is the total markel wvalue of all final goodf & Seryiles
that  produce by input locafed within' o country.

— &NP s the tofal market value of all Final ge0dS & Services
that owned by a countryw Citizens regardless of where the
out put s produced.

— The U.S. has higher GNp because the U.S. hqve wmore investment abrodd
than  China .

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.

Stages of Production Value of Sales Value Added o BDP = 2
Growing Apple 12 "
Pickling 15 3
Canning 18 ]
Shipping 20 2
Retail Sale 22 2

4. What is Transfer Payment? Why is it not included in GDP?

~ It is pot included in GDP because i doesntt create pew gOOdS& Services,

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

associated with Real GDP?

—Because it adjusked for price Change by fixed prices at sume base year.
~Exymple > Assdme country A both progmce 1 good in 2019,200
20200 : P=20 gnd Q=5 > Nomingl GDPygy 100
219 ¢ P> § and @ > 18 - Nomind G0Pyq = 90
> ted| GDP 2019 as bose year i 28
~ When the drutter of eonomy Change the bate yedr must be updatt and Chang real GOP.



6. Suppose 2018 is the base year. What can we say about Real GDP, Nominal GDP,
and GDP Deflator of 20187

~ Redl GDP,gqy = Nomindl 6DPygqq
- GDP deﬂ(ﬂ'orloe], =100

7. Explain three limitations of the GDP concept.
N Ihoquality > GDP per capita (output /person)
= ©DP has nothing to Say Qbout The digtribution O€ output.
DInformal Economy > GDP doesntt count the unreparted /illegal income generated in hidden
part of the econamy.
3 Exturnality = GOP doesnt take info account The costs ar benefits on the third party.
> pollutiop and environmental costy.
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 50$.  (onJ$ mmptio n 4 %00

- The citizens bought 4 new houses, each worth 150$. T nyeStment 4 €00

- The citizens grew rice for their own consumption. The rice was worth 500$. Nqf ih(l\ld@d in GbP
- The firms bought 6 used machines, each worth 50$. \qt in(| Md@d in GDP

- The firms bought 8 car parts, each worth 25$. N ot inclu de d in GDP

- The government bought 4 new computers, each worth 50§. Go Vern menf Spgnd ) nJ 1200

- The government paid 1000$ to the poor as welfare payment. No’f inclu d e d in G0 p

- The citizens bought 10 imported ships, each worth 100$. IMPO (‘\' \b 1’0 00

- The firms sold 4 planes abroad, each worth 2008$. EXP orr A go0

Z GDP = %09 +g0g+200+€00- 1000
= 1000 g

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 |Price Quantity | Price Quantity | Price Quantity
of A of A of B of B of C of C
2012 |1 3 2 3 3 3
2013 3 ! 4 2 ! . Annual inflation rafe
2014 2 2 3 4 2 1 .[Imm )_Olmh) 2045
2015 4 4 1 1 4 2 = 208.3-138.5
, Nomindl, o s 100
Year Nq‘minaleGDPd Real GDP GDP Deﬂa,tor fedl 3
2012 | @x3)r QARG 6 (0)+0)+(13) 2 94 100 = 50.4
2013 9% () +)+(344)=13 | (15/13)2100 = 190 A
2014 | W () QU BN =13 | (/43100 = 13¢5
2015 1Y (W) + (LX) = 4L | (25/02)x100 = 20¢.)




10.Using the table below, calculate GNP and NNP. — GNP = GDP+NFET

s 81000 +250 -300

Billions of Dallars S SAU
GDP 8000
Receipts of factor income from the rest of the world +250 %(‘,up; 7G50 § NNP:HT0
Payments of factor income to the rest of the world =300
Depreciation - 900
Indirect taxes minus subsidies 500
Corporate profits minus dividends 500 — NNP=GNP- [)epre ciation
Social insurance payments 700 = 39¢0 - 400
Personal interest income received from the - ?5 4
government and consumers 300 : 3050 "
Transfer payments to persons 1100 1
Personal taxes 1000
Table 6.5
. L Depreciati 168.0
11.Using the table below, Calculate the following items. Eohporeeitonhemiyees iy
Corporate profits 2576
.. Dividends 784
11.1 Gross domestic investment Expotts 2128
Government purchases 716.8
. i Imports 235.2
11.2 GDP, using the expenditure approach Indirect t axes 593.6
Net interest incotme 182.2
Net private domestic investment 784.0
11.3 GNP Personal consumption expenditures 2,2032
Personal interest income 112.0
Receipts of factor income from therest of the world  35.2
11.4 NNP Personal taxes 627.2
) Proprietor's income 173.9
Payments of factor incometo the restofthe world 688
: : : Rental income A1
11.3 National Income, using the income approach e i
Subsidies “8
Transfer payments 5040

(Do not worry if NNP and NI differ greatly.)

1.1 GDP= NNP+Depryciatioh
SIat169 = 452

1.2 GDP = C+I+ G+ (X-M)
2203.249524316.8 + 128 - 235.2

1.3 GNP = GDP+ NFFI
23840.6 4352604
3 3,213$

11.§  naYional Income
14013+ 113.9434.94263
?-,6‘0«}.3&

I

"

611022 t593 6 +44 ¢

= 384 9.6 ¥

11.4 NNP = GNP-Depreciation
Z3016-168 = 3648n

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

Investment

Depreciation

Profits

Exports

Compensation of employees
Government purchases
Direct taxes

Saving

Imports

9500
3000
1750
2400
850
11500
3200
1200
1600
900

— GDP =C+I+b+ (x-M)

* 9500+3,000 300 +$50- 900
= 15650 4

— GNP = GDPtNFFI

—~NNP

—NNP

g

1565010
15,650 4

GNP -Depreciatiop
15,656 - 1350

A0 4

=N1

o

"

"

"

13,900 = 11500 4 2400

= 13,900



