Tutorial 2 Problems

1. 	There are only three firms in an economy. Data on the three firms production costs and values 	of sales are provided below. Determine GDP by the expenditure approach, the income approach 	and the value added approach.
	
	American Ore, Inc.
	American  Steel, Inc. 
	American Motors, Inc.

	Value of sales
	$4,200 (ore)
	$9,000 (steel)
	$21,500 (car)

	Intermediate goods
	0
	$4,200 (iron ore)
	$9,000 (steel)

	Wages
	2,000
	  3,700
	10,000

	Interest Payments
	1,000
	     600
	  1,000

	Rent
	   200
	     300
	     500

	Profit
	1,000
	     200
	  1,000

	Total expenditure by firm
	4,200
	  9,000
	21,500



2.	Take the problem # 6 on page 45 of the text book. Note that the third column gives data for the 	year 2010. Calculate nominal GDP for 2000 and 2010, real GDP (using year 2000 as the base 	year) and GDP deflator for 2010.
3.	Consider the price and the quantity data for two goods, computer and food, provided below. 	Suppose these are the only goods produced in a hypothetical economy during 2007-2012. 	Calculate nominal GDP, real GDP (using 2007 as the base year) and chain-weighted real GDP for 	each year from 2007 to 2012.
	Year
	Computer
	Food

	
	Price ($)
	Quantity
	Price ($)
	Quantity

	2007
	530
	3000
	30
	600

	2008
	510
	3400
	33
	602

	2009
	470
	5100
	36
	609

	2010
	430
	5600
	42
	605

	2011
	390
	6300
	43
	613

	2012
	350
	7000
	44
	598



(Review the worked-out problem in the folder 'Additional Resources' prior to working on problem 3).
