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Economics
Chapter 5
Question 3
The demand curves used in Chapter 4 depict the relationship existing between the price of one good or service, and the quantity that the customers are willing and able to buy. The supply curves, on the other hand, depict the relationship that exists between the price of one good or service and the quantity that producers are able and willing to sell. 
The aggregate demand curves show the relationship existing between the price level in the economy and the corresponding real GDP demanded. The aggregate supply curves, on the other hand, depict the relationship existing between the prices and the quantity that producers are willing and able to supply “Aggregate Supply & Aggregate Demand,” 2018). 
Question 6
If such a tax cut also shifted the aggregate demand curve, it would cause an increase in the price levels. The following effect was intended:
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Fig1: Aggregate demand/aggregate supply curve
Chapter 6
Question 1
The expenditure method of calculating the Gross Domestic Product (GDP) totals the consumption, government spending, investment, and net exports. The income approach, on the other hand, estimates the value of economic activity over a period of time by totaling all the sources of income (factors of production), followed by adjustments for taxes, depreciation, and foreign factor payments (Ross, 2018).
 Value added refers to the value that is added by each factor of production during the production process. For example, during the conversion of a good from a raw material to a finished product, several people are involved; each of whom adds something. All these costs are transferred to the final consumer. The income approach, also known as the “value added” method, sums up all the factors of production followed by adjustments for taxes, depreciation, and foreign factor payments. 
The final market value of the flour: $1.80
Question 2
a. The value of GDP: $280
b. The value of net domestic product: $270
c. Value of net investment: $40
d. Value of net exports: $10
Question 8
	Product
	(1)
Quantity in Market Basket
	(2)
Prices in Base Year
	(3)
Cost of Basket in Base Year
(3)-(1)-(2)
	(4)
Prices in Current Year
	(5)
Cost of Basket in Current Year

	Twinkles
	365 Packages
	$0.89/package
	$324.85
	$0.95/package
	$346.75

	Fuel Oil
	500 gallons
	 1.00/gallon
	 500.00
	 1.25/gallon
	$625.00

	Cable TV
	12 months
	 30.00/month
	 360.00
	 15.00/month
	$180.00

	
	
	
	$1,184.85
	
	$1,151.75



	
	Current Year CPI

	%Change

	Twinkies
	106.74
	6.74% increase

	Fuel oil
	125.0
	25% increase

	Cable TV
	50.0
	50% decrease



a. Current year’s cost of market basket: 	$1,151.75
b. Value of current year’s price index: 	97
c. Percent change: 				3% decrease

Question 9
a. The CPI equals 200 in 2012 and 240 in 2013
CPI value in 2012: 	2.00
Inflation rate in 2013: 	1.2%
b. The CPI equals 150 in 2012 and 175 in 2013.
CPI value in 2012:	1.5
Inflation rate in 2013:	1.17%
c. The CPI equals 325 in 2012 and 340 in 2013.
CPI value in 2012:		3.25
Inflation rate in 2013:	1.05%
d. The CPI equals 325 in 2012 and 315 in 2013
CPI value in 2012:		3.25
Inflation rate in 2013:	0.96%
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