Sariya A}
Exercise 2 etou g0yl
National OQutput and National Income

1. Is the following a stock or flow variable?
2.1 Inventories - Stock 2.2 Change in Inventories

2.3 Money Supply - Stock 2.4 Change in Money
Supply

2.5 National Income 2.6 Expenditure

2.7 Wealth - Stock 2.8 Population - Stock
2.9 Capital - Stock 2.10 Interest

. 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?

6DP - Meosure the valus of goods and servitey proéuwh within o wonley’s broeders,
by cilizens and non- citizens .

6N P~ Meosure the valvs of goods and sexvicey produced by only a cunty’s ciizens
bot bothh domesticaly and abroad

US Wag \(\i%\wr GNP fvan Chino because US hod eoned income trom

OVUXSEUS CounmNes Such as produchan adhvities by U.S. ditiens n
oYUSLUS counkh'lts-

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
Growing Apple 12 17
Pickling 15 3
Canning 18 3
Shipping 20 ']
Retail Sale 22 9

4. What 1s Transfer Payment? Why is it not included in GDP?

_ A Pwﬁmnk made or income received in which no (600&5 OF SUVICES e
being paid for, sth 35 & bene §t payment or sUbsidy.



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

there a problem associated with Real GDP?

- Becavse real GDF wumber alas 05 4o reaswre growtn tore acLurately.
- l,ts('s SGY I LCNOMY has o nowival GOP of §1 willion, also assome that

the economy has experisnced 2 /4 flation over fhe course of W jear .
So we would calevlte Reol GIP a5 | milfon/).09 = qq)b)ﬁz 1L dollors

6. Suppose 2018 1s the base year. What can we say about Real GDP,

Nominal GDP, and GDP Deflator of 2018?
~ In the base yeor, Noming] 6PP= Res) GOP GDP dekletor = Novindl 6®_ )

7. Explain three limitations of the GDP concept. Real ¢

- )Y\@,&Wa\le\ﬁ . GOOAS nd SGIV\'QA o fe,OF\c make h\d H\me\m . Ex. mow'ms laws .
- ‘n?orma\ EM“““D . GDP Joean Covﬂt %\6 W‘Nfﬁtta/m‘égﬂ. Ex. . blsc\A markLJc_

- Exte,rna‘lisrg : Inintonded ewonmic side eflecte . Ex. Poluhon ,envioamen! cools.

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$. Consonp\;'\ on

- The citizens bought 4 new houses, each worth 1508. lavetmvent
- The citizens grew rice for their own consumption. The rice was
worth 5008. Consuorption
- The firms bought 6 ‘used machines, each worth 508. Iveskment
- The firms bought 8 car parts, each worth 25$. Inves Ement
- The government bought 4 new computers, each worth 50§.




- The ovemment paid1000$ to the poor as welfare payment. -
- The citizens bought 10 imported ships, each worth 100$. - Nek
- The firms sold 4 planes abroad, each worth 2008. - Nek, Export

- GOp- (4146 (XM
- 400 + (00 + 200 + (800 - 1000 )
. 1900

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. Rec| GPY

Year Price Quantity Price Quantity Price Quantity Lo\ 37 b29- 13
of A of A of B ofB  of C of C 2013194 = 1t
20121 3 2 3 3 3 2o bia+bzz]
20133 1 4 2 1 4 +1=-
015: 1+ 3=
20142 2 3 4 2 1 215: |
20154 4 11 4 2

Year Nominal GDP|Real GDP GDP Deflator
2012 1
2013 ™
2014 Al
2015 1?

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

GNP 414 6t%x+2 Billions of Dollars
GDP a000
Receipts of factor income from the rest of the world X 250
Payments of factor income to the rest of the world 300
Depreciation 900
Indirect taxes minus subsidies 500
Corporate profits minus dividends 500

=ocial insurance payments 700
Perconal interest income received from the

government and consumers 300
Transfer payments to persons 1100

Personal taxes 1000

NI\JP : “}150"’0],00
NP~ 1 geA0




11. Using the table below, Calculate the following items.
11.1 Gross domestic investment

11.2 GDP, using the expenditure approach - 2
11.3 GNP GDP 6;1(1 3

11.4 NNP GNP - b391.3
11.3 National Income, using the income approach /
(Do not worry if NNP and NI differ greatly.) -

NNP = £329.3

Table 6.5
Depreciation o b,

Compere ation of employees 1 14077 1407.% M ‘ . 61 2, \ . 5
/

Corpor ate profits T 2576 257.6
Dividends © 784

Exports X 2128 LA
Government purchases & 7168 2613.Y
Imports M 235.2
Indirecttaxes € 593.6

Net interest income /1 182.2

Net private domestic investment | 784.0

Perzonal consumption expenditures € 2,2032

Personal interest income ¢ 112.0

Receipts of factor income from therest of the worldX 35.2

Personal taxes C 627.2
Proprietor's income € 173.9

Payments of factor incometo the restofthe world 4 68.8

Rental income &

Social insurance pay ments

Subsidies @

Transfer payments

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. 314 dif bhv GOP& GNP

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

Consumption 9500
Investment 3000

Depreciation 1750
Profits 2400
Exports 850
Compensation of employees 11500

Government purchases 3200
Direct taxes 1200
Saving 1600
Imports 900




