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Question1
Solution
During recession phase, Incomes gets reduced in an economic turmoil, the banks are not willing to offer any loans to new business ideologies, thus there would be no Business investments nor expansion, resulting in less employment opportunities, thereby the salary incomes of the individuals gets lowered and unable to meet their debt, they borrow another loans to service the previous debt at higher rate of interest.
Liquidity gets lowered and Psychologically Business and all individuals go pessimistic and their confidence goes down.
Question 2
Solutions
a) Structural unemployment
(Using more capital implies a structural change in production. lt also represents advancement in technology. Unemployment resulting from Industrial re organization as a result technological advancement comes under the category of structural unemployment.)
b) Cyclical unemployment.
(Output slowdown in economy happens during recession and depression which are the phases of business cycles. Thus, it's an example of cyclical unemployment.)
c) Seasonal unemployment
(Here, employment opportunities exist only during the tourism months (season) and unemployment happens for the rest of the months. So unemployment is seasonal.)
d) Structural unemployment
(As more women enter job market, labor force increases. Competition for the jobs also Increases. Structural changes happen in the labor market. Thus, it's an example of structural employment)
e) Frictional unemployment.
(Here, unemployment happens due to more people wanting to work in north-west. People are in the process of moving from one job to another. So it's an example of frictional unemployment)
Question 3
Solution
(a) Labor force consists of people who are either employed or unemployed but actively seeking work. People studying in institutions, serving in military, underage, or discouraged workers are not counted in labor force. 
, So in this question labor force = 140 million + 4 million = 144 million
(b) Unemployment rate is the number of people unemployed but looking for work divided by the size of labor force. So unemployment rate = 4/144 = 0.027. 
(c) When 2 million employed workers are sent to prison, the labor force falls by 2 million, that is 144-2 = 142 million is the new labor force. But number of people unemployed and looking for work is still the same, 4 million. So new unemployment rate = 4/142 = 0.028. 
Question 4
Solution
	Quantities
	Price per unit 2019 (P0)
	Price per unit 2020 (P1) It’s also the current Year.
	P1Q1
	P0Q1

	10
	$4.00
	$4.50
	45
	40

	2
	$30.00
	$31.00
	62
	60

	6
	$65.00
	$70.00
	420
	390

	
	
	
	
	



Price Index = [(P1Q1) / (P0Q1)] x100
= [527/490] x100
= 1.0755x100
=107.55
Question 5 
Solution

(a) Nominal GDP in 2019 = (GDP deflator) (Real GDP)/100= (106) (8800)/100= $9328 billion.
(b) Real GDP in 2017 = [Nominal GDP/GDP deflator] 100= (6400/89)100= $7191.01 billion
Real GDP in 2018= $7600 billion because base year is 2018.
(c) Rate of inflation for 2018= [(GDP deflator in 2018- GDP deflator in 2017)/GDP deflator in 2017]100= (100-89)/89]100= 12.36%
(d) Growth rate of real GDP in 2019= [(8800-7600)/7600]100= 15.79%
 Question 6
Solution
Real output = (Nominal output / GDP deflator)*100
Real output in 2017 = 6.75*100/120 = $5.625 trillion
Real output in 2018 = 9.75*100/125 = $7.8 trillion
Thus, change in real output between 2018 and 2017 = 7.8 - 5.625 = $2.175 trillion (about 39% increase).
Question 7:
Solution
a. The table:
	Participants
	Cost of Materials
	Value of Sales
	Value Added

	Farmer
	$0
	$550
	$550

	Mill
	$550
	$900
	$350

	Cereal maker
	$900
	$1200
	$300

	Wholesaler
	$1200
	$1750
	$550

	Grocery store
	$1750
	$1950
	$200

	
	
	
	$1950


Calculation: Value added is the amount of change in the value of the good at the end of each process.
b). Market value of the final good is $1950. We can derive this in two ways: (i) It is the last cell of the second column, that is, it is the value of sales at the final stage. (ii) It is the sum total of "Value added" column.
Question 8
Solution:
GDP using expenditure method is sum of Consumption + Government purchases + Investment + Exports - Imports
GDP = 3,250 + 480 - 50 + 20 - 40
GDP = 3,660
The GDP by expenditure approach is $3,660
Question 9:
Solution
GDP using Factor payment approach or income method: National income includes all the payments made to the factors of production like compensation of employees, operating surplus and mixed income and to compute GDP from national income add (indirect business Tax Depreciation+ Net factor income).
GDP= (Wages+Social Security contribution) + (Rent+Profit+Corporate Income tax) +indirect business Tax+Depreciation+Net factor income
GDP= 1100+30+120+600+200+110+20+ (-5) = $2175
GDP using the factor payment approach $2175

