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PROBLEM SET 1
1)  From the following table, calculate:
a) gross private domestic investment
b) net exports					 
c) gross domestic product				 
d) gross national product
e) net national product
f) national income
g) personal income	 
h) disposable personal income
	Transfer payments
	15

	Subsidies
	5

	Social insurance payments
	35

	Depreciation
	50

	Receipts of factor income from the rest of the world
	4

	Government consumption and investment
	75

	Imports
	50

	Payments of factor income to the rest of the world
	5

	Indirect taxes 
	20

	Exports
	60

	Net private domestic investment
	100

	Personal taxes
	60

	Corporate Taxes
	41

	Personal consumption expenditures
	250





2) Suppose that there are only 3 firms in an economy. Company A is producing 100 TL worth of cotton which it sells all to the company B. Company A gives 60 TL of this 100 TL as wages to the labor and 10 TL as tax to the government. Company B takes this 100 TL worth of cotton and uses all of this to produce 250 TL worth of cloth. Company B sells all this cloth to Company C. Company B pays 70 TL as wages and 10 TL as tax. Company C uses 250 TL worth cloth to produce 400 TL worth of dresses and it sells all these dresses to the final users. Company C gives 80 TL as wages and 20 TL as taxes.  Given this information:
a) Find this country's GDP by using final goods approach.
b) Find this country's GDP by using income approach.
c) Find this country's GDP by using a value-added approach.
3) Homelands has an economy that produces only three final goods: meat, coal, and wheel. Information on population, nominal prices and total output for each good in the years 2002 and 2008 is given below 
	
	2002
	2008

	
	per unit Price ($)
	Output (in millions)
	per unit Price ($)
	Output (in millions)

	Meat
	3.00
	2
	5.00
	5

	Coal
	4.50
	5
	7.00
	8

	Wheel
	2.50
	8
	3.00
	10



Note:  The population of Homelands for years 2002 and 2008 are 15,000 and 20,000; respectively.

a) Calculate nominal GDP for 2002.
b) Calculate nominal GDP for 2008.
c) Calculate real GDP for 2002 and 2008 if the BASE YEAR is 2002.
d) Calculate the growth rate of real GDP from 2002 to 2008 (using 2002 $).
e) Has the standard of living increased or decreased since 2002? 
f) Calculate real GDP for 2002 and 2008 if the BASE YEAR is 2008.
g) Calculate the growth rate of real GDP (using 2008 $).
4) The following labor market data are available for a certain economy (all figures in the last four columns are in millions of persons):

	Year
	Non Institutional Civilian Adult Population
	Discouraged Workers
	Labor Force
	Employment

	2021
	41
	1.54
	27
	25.11

	2022
	41.7
	2.38
	25.5
	23.97



a) Calculate the unemployment rate for the years 2021 and 2022
	
b) Does the unemployment rate move in the same direction or in the opposite direction with employment from year 2021 to year 2022?  Is this something that you would expect?  Why or why not?

c) Why do you think the unemployment rate changes the way it does from year 2021 to 2022?
d) Some economists hold the view that discouraged workers should be taken into account in the measurement of the unemployment rate.  Suggest a new definition of (or a new formula for) the unemployment rate and calculate it for years 2021 and 2022 such that the discouraged workers are counted as unemployed.
e) How does the unemployment rate change now as the employment decreases from year 2021 to year 2022?
f) What is the Labor Force Participation Rate?

5) In Metuland, there are only 3 goods: popcorn, movie shows, and diet drinks.  The following table shows the prices and quantities produced of these goods in 1980, 1990, and 1991:
	 
	1980
	1990
	1991

	 
	P
	Q
	P
	Q
	P
	Q

	Popcorn
	1
	500
	1
	600
	1.05
	590

	Movie Shows
	5
	300
	10
	200
	10.5
	210

	Diet Drinks
	0.7
	300
	0.8
	400
	0.75
	420



a) A "market bundle" for a typical family is deemed to be 5 popcorns, 3 movie shows, and 3 diet drinks.  Compute the consumer price index (CPI) of typical family for each of the three years, using 1980 as the base year.

b) What is the rate of inflation in 1991, using the CPI you calculated in (a)? 

c) Now compute the CPI for each of the three years, using 1990 as the base year instead of 1980 but using the same "market bundle."
d) What was the rate of inflation in 1991, using the CPI you calculated in (c)? Is it the same as your answer to (b)? If the answer is yes, explain the reason. 
e) What is the inflation rate between 1980 and 1991? Calculate the inflation rates for base years 1980 and 1990, separately.
f) Suppose that you are a statistician, and you want to manipulate the inflation rates. What are the possible ways that you can follow?
g) Throughout the question, have you used the aggregate quantities given in the question? If your answer is no, please answer why.
h) Calculate the GDP Deflator inflation 1991 using 1980 as the base year. 
i) What are the commonly used indexes to calculate inflation, which one is the best? 

6) Example with Real Data
We have Real GDP growth rates of Türkiye between 2001 and 2022. What can be said about Türkiye’s growth performance in this period?



7)  Past Exam Question , (2006 MT)
Fill in the blanks in the table below: (Write the formulas you use and show your calculations explicitly)  (Hint: the solution order is not alphabetical)

	Year
	GDP at current prices
(NTL.)
	GDP at constant prices (Year 0       =100) (NTL.)
	GDP deflator
	Inflation rate (%)
	Growth rate in real GDP
(%)
	Nominal wages
 (NTL.)
	Real 
wages 
(NTL.)

	   1
	     -
	   200
	   400              
	      -
	 -
	     200
	   e

	   2
	 1200
	      a
	     b
	    25
	 c
	     d
	 50




a.     

 
b.  				 

c.      	

d.  

e.
PART B: MULTIPLE CHOICE
1) All goods and services used as inputs into a further stage of production are called
A) Value added
B) Intermediate goods
C) National income goods
D) Final goods
E) Consumption good
2) In Shoetown, a rancher takes $0 worth of inputs and produces animal skins, which he sells to the tanner for $400. The tanner then sells leather to the shoemaker for $700, and the shoemaker then sells $1200 worth of shoes. The GDP for the economy is
A) $800
B) $1200
C) $1000
D) $2500
E) $2300
3) GDP from the expenditure approach is equal to the sum of 
A) C+I+G+(M-X)
B) C+I+G- net exports
C) C+I+G+ (X-M)
D) C+I+G
E) C+I+ net exports
4) The best measure of the economic well being of country is 
A) GDP
B) GNP
C) Per capita GDP
D) Per capita investment
E) Per capita net exports
5) Historically, nominal GDP has risen faster than real GDP because
A) The general price level has risen
B) The general price level has fallen
C) Improvements in product quality have not been reflected on prices
D) Exports have risen more rapidly than imports
E) Imports have risen more rapidly than exports
6) Real GDP is equivalent to 
A) The money value of all goods and services produced in an economy per year plus imports
B) The market value of all goods and services produced in an economy per year
C) Personal disposable income plus depreciation
D) The value of all goods and services produced in an economy per year deflated for price changes
E) The nominal value of GNP multiplied by GDP deflator
7) Illegal activities, unreported activities and nonmarket activities are not included in GDP. Which of the following is a correct reason for this exclusion?
A) They do not contribute to human welfare 
B) They do not have an opportunity cost 
C) They are difficult to measure
D) These activities do not contribute to national output of goods and services
E) They are morally repugnant
8) Which of the following is excluded from current calculations of GDP?
A) Computers imported from US
B) The salary of public servant
C) The value of good produced from a home garden and used for individual consumption
D) The net change in business inventories
E) New home construction by construction company
Answer next two questions according to information below
	
	2018
	2020

	Product
	Quantity
	Unit Price
	Quantity
	Unit Price

	Bananas
	120
	1 TL
	150
	2 TL

	Econ Lessons
	30
	20 TL
	45
	25 TL



9) [bookmark: _Hlk86424335]Nominal GDP for year 2018 is;
A) 1050 TL		
B) 990 TL	
C) 720 TL	
D) 240 TL
E) 560 TL
10) Real GDP in year 2020 using year 2018 as the base year is:
A) 240 TL      
B) 990 TL           
C) 720 TL            
D) 1050 TL
E) 850 TL
11) One major reason that GDP/GNP (the classical national income account) is an inaccurate measure of quality of life is that 
A) People frequently buy things they do not want 
B) It does not include the value of leisure 
C) It’s calculation method cannot be revised 
D) It cannot be adjusted for changes in prices
E) All of the above 
12) Which of the following is not a major concern of macroeconomics?
A) Inflation
B) Unemployment
C) Output Growth
D) Households’ utility maximization 
E) None of the above
13) Use the following information to answer this question. If nominal GDP rises from $40 trillion to $48 and GDP Deflator stays 2 for both years, the percentage change in real GDP is 
A) 10 %
B) 20%
C) 0 %
D) -10 % 
E) -20 %
14) A worker is considered unemployed if that worker
A) Does not have a job
B) Does not have a job, but is actively searching for one
C) Is collecting unemployment insurance 
D) Is not working but previously held a job
E) Has a job
15) Which one of the following statements about unemployment is false?
A) The unemployment rate may rise even if employment is increasing
B) Economic crises are positively correlated with unemployment 
C) The unemployment figures include discouraged workers who have stopped actively looking for work. 
D) Unemployment rate is calculated by dividing the number of unemployed people to the labor force. 
E) The natural rate of unemployment, or NAIRU, is the measured unemployment rate when the economy is at full employment.
16) Which of the following is not a way to calculate inflation?
A) Consumer Price Index (CPI)
B) Producer Price Index (PPI)
C) GDP Deflator 
D) Purchasing Power Parity (PPP)
17) All of the following statements about inflation are true EXCEPT
A) Inflation reduces the real value of nominal debt
B) Inflation reduces the real value of fixed money incomes
C) The purchasing power of the money is positively related to the price level
D) Extremely high inflation is called hyperinflation
E) Deflation occurs when the inflation is negative
18) If the CPI of the first year is 120 and 150 in the second year, the inflation rate is 
A) 20%
B) 25%
C) 30%
D) 8%
E) 10% 
19) A price index in its base year:	
A) is always greater than 100.	
B)  is always equal to 100.
C) is always less than 100.
D) cannot be determined without knowing the price level in the base year.


20)  Which of the following is considered unemployed?
A) A private sector employee resigned from his job and moved to a small town to give a break. 
B) A mortgage specialist who lost his job since the company went bankrupt and does not believe that he can find a job. Hence, he stops looking for a job.
C) A 10-year-old kid who asks his neighbors if he can wash their car for $5.
D) A 40-year-old steelworker who was laid off 18 months ago and has given up to find a job
E) A group of   computer programmers who lose their job but are currently looking for a job.

21)  Which of the following is counted in GDP?
A) The fee paid to a broker for selling a stock
B) The sale of an old house
C) The sale of stocks and bonds	
D) The sale of a used car
E) None of the above

22) Which of the following categories are included in gross private domestic investment?
A) Change in business inventories
B) Depreciation	
C) Residential investment
D) Nonresidential investment
E) All of them

23) An increase of 10% in nominal GDP means that:
A) Real output has increased by 10%.
B) The aggregate price level has increased by 10%.
C) Real output and the aggregate price level have increased by 5% each.
D) It is possible but not certain that all of the increase was caused by a higher aggregate price level
24) Which of the following statement is more likely to be made by Keynesian economists?
A) The economy is in recession but we should leave it alone.
B) Governments could intervene in the economy to stimulate aggregate demand.
C) Free play of demand and supply clear the markets in the economy.
D) The market is self-correcting.

25) Living standards ancient Rome remained relatively constant for 1000 years because:
A)	population increased at approximately the same rate as output, leaving output per person unchanged
B)	average family sizes increased at the same rate as output per person
C)	constant wars reduced the size of the population at the same rate as output was falling, leaving output per person unchanged
D)	constant wars depleted the economy's capital stock, resulting in little or no growth of total output
26) The purchase of corporate stock is considered:
A)	an economic investment
B)	a financial investment
C)	dissaving
D)	the same as the purchase of new plant and equipment
27) If prices are inflexible, an unexpected reduction in demand for a firm's product would result in:
A)	rising inventories followed by cuts in production
B)	falling inventories followed by cuts in production
C)	immediate cuts in both production and desired inventory levels
D)	rising inventories followed by increased employment of resources
28) “CPI equals 125 in 2022 (when 2020 is the base year)” means that:
A) The inflation rate in 2022 is 125 percent.
B) The CPI equals $125 in 2022.
C) The average level of prices is 25 percent higher in 2022 than in the base year.
D) The inflation rate in 2022 is 1.25 percent.
29) Robin, a Canadian citizen, works in the United States. The value added from her employment is
A) included in both U.S. GDP and U.S. GNP
B) included only in U.S. GDP
C) included only in U.S. GNP
D) not included in either U.S. GDP or U.S. GNP






Türkiye, Real GDP Growth	2000	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	6.9329999999999998	-5.75	6.4480000000000004	5.7629999999999999	9.7959999999999994	8.9920000000000009	6.9480000000000004	5.0439999999999996	0.81499999999999995	-4.8230000000000004	8.4269999999999996	11.2	4.7880000000000003	8.4860000000000007	4.9400000000000004	6.0839999999999996	3.323	7.5019999999999998	3.0129999999999999	0.81899999999999995	1.86	11.439	5.5330000000000004	


