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Part I: Multiple Choice: (26 guestions, 3 pts each = 78 pts)

[

Pick the best answer among the given choices.

Suppose GDP per worker 15 held constant. If demographic shifts result in a
higher proportion of old people in the population, what 15 the effect on GDP per
capita? (Assume old people do not work).

a) No effect.

b) Increase.

c) Decrease.

d) GDP per worker and GDP per capita refer to the same thing.

e) Insufficient information.

Suppose the stocks of physical capital, human capital, natural resources, and the
level of technology are all held constant. Which of the following 1s true?
a) An increase in the labor force leads to an increase in total output and
output per worker.
b) An increase in the labor force leads to a decrease in total output and output
per worker.
c) An increase in the labor force leads to an increase in total output but a
decrease in output per worker.
d) An increase in the labor force leads to a decrease in total output but an
Increase in output per worker.
e) An increase in the labor force has no effect on total output and output per
worker.

Which of the following reasons could be put forth to argue that the Real Gross
Domestic Product 1s not a perfect measure of the economic well-being of a
country?

1. It includes positive externalities such as spillovers in advertising from private
firms.

11. It excludes earnings of foreign investors.

111. It overstates the impact of the underground economy.

1v. It leaves out the goods and services produced within households.

v. It doesn’t take into account the effects of polluting means of production.

vi. Money doesn’t bring happiness.

vit. It doesn’t account for leisure.

a) 1v, v, and vi1

b) 1. 1v, v, and vi.

c) 11, 11, and vi

d) 1, 1v, and v

e) 1,11 1v, vi, and viL



4. Using data from the following table, compute the Real GDP for the year 2003

using the yvear 2005 as the base vear.

Quantities
Item 2003 2004 2005
Shrimp 35 30 55
Shoes 4 6 6
Silverware 6 8 4
Prices
Item 2003 2004 2005
Shrimp $15 $20 $£25
Shoes §115 $120 $165
Silverware $40 $40 $45

a) $1805
b) $1675
c) $1225
d) $2545
e) 31765

5. Using data from the following table, compute the GDP Deflator for the year 2005

using the yvear 2003 as the base yvear.

Quantities
Item 2003 2004 2005
Shrimp 35 30 35
Shoes 4 6 6
Silverware 6 ! 4
Prices

Item 2003 2004 2005
Shrimp $15 $20 $25
Shoes §115 $120 $165
Silverware $40 $40 $435

a) 151.94
b) 6581
c) 87.46
d) 14555

e) 107.03




