Question 1 [21 points]
There are two industries in this economy, producing product A and product B. Provided in the table below are the quantities produced and the price per unit for 3 different years. Considering Year 1 as the base year, fill in the blanks in the following table.

Note: For the GDP Deflator entries, please round all answers to 1 decimal place.
Year 1
Year 2
Year 3
Quantity of A (units)5137Quantity of B (units)8124Price of A ($/unit)251425Price of B ($/unit)231414Nominal output value of A ($)125182175Nominal output value of B ($)18416856Total nominal economy output ($)309350231Real output value of A ($)125325175Real output value of B ($)18427692Total real economy output ($)309601267GDP deflator10058.286.5


Question 2 [3 points]
Determine whether each of the following economic events is included in deriving a country's annual GDP.
	a)
	A $2-billion increase in business inventories.
	
	is not included

	
	is included






	b)
	The income of a dentist.
	
	is not included

	
	is included






	c)
	Russian Pension payments received by a retired factory worker.
	
	is not included

	
	is included






Question 3 [12 points]
Suppose that in 1993 the total output in a single-good economy was 15,275 pizzas. Also suppose that in 1993 each pizza was priced at $24. Finally, assume that in 1998 the price per pizza was $29 and that 23,371 were purchased.

For each of the following parts, assume that 1993 is the base year.

Note: Please round your answers to two decimal places.

a) Determine the GDP Deflator for 1998.
GDP Deflator = 120.83 
[image: https://laecon1.lyryx.com/common/img/trans.gif]

b) Determine the percentage growth of real GDP, rose (or fell) between 1993 and 1998.
Note: Enter only the magnitude of the growth rate (positive value).
Percentage Growth of Real GDP = 53%
[image: https://laecon1.lyryx.com/common/img/trans.gif]

c) Calculate the real GDP for 1993.
Real GDP = $366,600 
[image: https://laecon1.lyryx.com/common/img/trans.gif]

d) Calculate the real GDP for 1998.
Real GDP = $560,904 
[image: https://laecon1.lyryx.com/common/img/trans.gif]
Question 4 [8 points]
Suppose GDP is $1,740, consumption expenditure is $1,700, government expenditure is $50, and net exports are -$80.

a) What is business investment expenditure?
Investment expenditure = $70 
[image: https://laecon1.lyryx.com/common/img/trans.gif]

b) If exports are $200, what are imports?
Imports = $280 
[image: https://laecon1.lyryx.com/common/img/trans.gif]

c) If the capital consumption allowance for depreciation is $130 and net indirect taxes are $90, what is net domestic income?
Net domestic income = $1,520 
[image: https://laecon1.lyryx.com/common/img/trans.gif]

d) In this example, net exports are negative. Could they be positive?
Can net exports be positive? Yes 
[image: https://laecon1.lyryx.com/common/img/trans.gif]
You have the following annual data for an economy:
Year
Real GDP (2012$)
Consumer PriceIndex (2012 =100)
Labour Force(000)
Employment(000)
20151,15910911,80010,65020161,29911713,20012,15020171,39912314,60013,700
[image: https://laecon1.lyryx.com/common/img/trans.gif]

Note: Please calculate and round your answers to 2 decimal places.

(a) What was the rate of growth of real GDP from 2015 to 2016, and 2016 to 2017?
2015 to 2016
12.08%
2016 to 2017
7.7%
[image: https://laecon1.lyryx.com/common/img/trans.gif]

(b) What was the rate of inflation in 2016 and in 2017?
2016
7.34%
2017
5.13%
[image: https://laecon1.lyryx.com/common/img/trans.gif]

(c) What was the rate of growth of the labour force from 2015 to 2016, and 2016 to 2017?
2015 to 2016
11.86%
2016 to 2017
10.61%
[image: https://laecon1.lyryx.com/common/img/trans.gif]

(d) What was the rate of growth of employment from 2015 to 2016, and 2016 to 2017?
2015 to 2016
14.08%
2016 to 2017
12.76%
[image: https://laecon1.lyryx.com/common/img/trans.gif]

(e) What was the unemployment rate in 2015, 2016, and 2017?
2015
9.75%
2016
7.95%
2017
6.16%

Suppose there is an economy that produces only four goods in one year:
Paper:$6,000Books:$17,000Toner:$3,000Envelopes:$6,000
[image: https://laecon1.lyryx.com/common/img/trans.gif]

The production of books requires the following amount of intermediate goods:
Paper:$1,000Toner:$2,000
[image: https://laecon1.lyryx.com/common/img/trans.gif]

The production of envelopes requires the following amount of intermediate goods:
Paper:$3,500
[image: https://laecon1.lyryx.com/common/img/trans.gif]

a) Find the total GDP for the economy.
GDP = $25,500 
[image: https://laecon1.lyryx.com/common/img/trans.gif]

b) Find the value of paper sold as a final good.
Value of paper sold as a final good = $1,500 
[image: https://laecon1.lyryx.com/common/img/trans.gif]

c) Find the value of toner sold as a final good.
Value of toner sold as a final good = $1,000 
[image: https://laecon1.lyryx.com/common/img/trans.gif]

d) Fill in the values in the following statement. This statement discusses how the deduction of the intermediate values for paper and toner are related to the value of the GDP you found in (part (a)) 
If we did not account for the double-counting of paper and toners, the value for 
the GDP would have been incorrectly recorded as: $
32,000
. The value of paper as
intermediate input is $
4,500
 and the value of toner as $
2,000
. The amount we
double-counted was $
6,500
. This is why the accurate value of the GDP should be 
$
32,000
 - $
6,500
 = $
25,500
.

Question 7 [6 points]
Suppose the labour force consists of 120 adults, of which 60 are employed.

Note: Please be sure to be as accurate as possible and to round your answers to two decimal places.

a) Find the unemployment rate 
Unemployment rate = 50%
[image: https://laecon1.lyryx.com/common/img/trans.gif]

b) Now suppose 20 of the unemployed workers are so discouraged that they have given up looking for work. They decide to go back to school full-time. Find the new unemployment rate. 
New unemployment rate = 40%
[image: https://laecon1.lyryx.com/common/img/trans.gif]

	c)
	True or false: "Low unemployment rates imply more people are working".
	
	True

	
	False
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