[image: ]


[bookmark: _GoBack][image: ]
image1.png
Module(

Solutions appear at the ack ofthe book.

Check Your Understanding

1. Assume there are only two goods in the economy, french fries
‘and onion rings. In 2009, 1,000,000 servings of french fries were.
Sold for $0.40 cach and 800,000 servings of onion rings were
sold for $0.60 each. From 2009 to 2010, the price offrench fries
rose €0 $0.50 and the servings sold fell t0 900,000; the price of
‘onion rings fel to $0.51 and the scrvings sold rose to 840,000
3 Caleulate nominal GDP in 2009 and 2010. Calculate real

GDPin 2010 using 2009 prices.
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b. Why would an assessment of growth using nominal GDP
be misguided?

2. From 1990 to 2000 the price of housing rose dramatically.
What are the implications of this in deciding whether to use
1990 0r 2000 s the base year in calculating 2010 real GDP?

Tackle the Test: Multiple-Choice Questions

1. Which of the following i true of real GDP?

Ltis adjusted for changes in prices.
IL It s abways equal o nominal GDP.
L T increases whenever aggregate output increases.
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2. The best measure for comparing a country’s aggregate output
. nominal GDP.
b. real GDP.

<. nominal GDP per capica.
. real GDP per capita.
e average GDP per capita.

3. Use the information provided in the table below for an
conomy that produces only apples and oranges. Assume year 1
is the base year.

Year 1 Year2
Quantiy of apples. 3000 4000
Price of an apple 5020 5030
Quantiy of oranges 2000 3000
Price of an orange. 040 5050
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What was the value of real GDP in each year?

Yerl  Yar2
a 1400 52700
bo1900 2700
c 140 2000
d 190 2000
e 1400 1900

4. Real GDP per capita s an imperfict measure of the quality of
ife in part because it

. includes the value of eisure time.
b. excludes expendicures on education.

<. includes expenditures on natural disasters.
. excludes expendicures on entertainment.

. includes the value of housework.

United Sttes
Japan
European Union

Which of the following maust be truc?
L Residents of Japan were worse offthan residents of the
United States or the European Usion.
IL The European Union had a higher nominal GDP per
capita than the United States.
1L The European Union had a larger economy than the
United Seates.
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Tackle the Test: Free-Response Questions

1. The sconomy of Britannica produces three goods: computers,
DVDs, and pizza. The accompanying able shows the prices and
otput of the three goods for the years 2008, 2009, and 2010.

Computers. owos Piza
Yeaw  Price GQuatty Price Quanty Price  Quantty
008 S0 10 S0 10 sts 2
e o0 105 12 105 16 2
w0 1050 12 W om0 73

3 Whatis the percent change in computer production from
2008 t0 20097

b Whatis the percent change in the price of pizza from 2009
020102

¢, Caleulate nominal GDP in Britannica for 2008,

d. Caleulate real GDP in Bricannica for 2008 using 2008 as the
base year.

e, Caleulate real GDP in Bricannica for 2010 using 2008 as the
base year.

2. Use the information in the table below to answer the following

questions.

a. Caleulate the percent increase in nominal GDP between
2005 and 2010 for each county.

b What happened to the price level in each country between
2005 and 20102

. Caleulate real GDP in each country in 2010, using 2005 as
the base year.

d. Caleulate the percent increase in real GDP becween 2005 and.
2010 for each counry.

. Compare the owo counties”real GDP per capita in 2010
using 2005 as the base year.

Year Nominal GOP prie Level Population
Country A

2005 52000 100 10
2010 4000 100 2
Country 8

2005 52000 100 10
2010 6,000 200 15




