QUESTION 1.
a) The agents in this economy are producers, consumers and the government
i) The revenues to the producer
Nb: all values are in million pounds
Total producer revenues 8.5 Χ $2 = $17
ii)   revenues for the government is from taxes
 from producers the government collects $3	
from wagers----------------------------------------$8
total government revenues = $11
iii) Revenues for wagers ……………. $8
iv) Revenues for consumers ------ $4
Total revenues for consumers = $ 12
Expenditures for the three agents are as follows
Producers
[bookmark: _GoBack]Fertilizers ----0.4 Χ $5 = $2 
Wages ------- ----------= $8
Taxes ------------------- = $3       
Profit of the producer (paid as dividends) = $4     
Total expenditure for the producer= 17
Government 
Wages ------ $3
Gas purchases $2 Χ 1 = $2.
Potato purchases….  $6
Total expenditure   $11
 Expenditure for Consumers(wagers)
$12 to buy consumables not provided by the government
From the above, we note that the expenditures and revenues for each agent match for a small economy.
b) Annual GDP using the value added approach
General GDP formula = C+ I + G +NX
Gdpvalue added approach = Gross value of output – value of intermediate consumption
Value of output= $(17+12+11)
Intermediate cons = $( 2+2)
(fertilizers and gas)
         $40 -  $ 4 =  $36
c) GDP Using the expenditure approach
C+I+G+ net exports
$( 17+12+11)+ -$(2+2)
$
40-4 =  $36
d) Income approach
We calculate the value of total income from the production process but factor in foreign income.
Our total expenditure from above is 
$40
And the foreign factor income is  $4
We add,
$40+- $4
$36     

Question 2
a) Nominal GDP IN 2019 AND 2020
Nominal GDP, or nominal gross domestic product, is a measure of the value of all final goods and services produced within a country’s borders at current market prices.
                 For, 2019 nominal GDP was
      (7 Χ 20) +(73 Χ 45) = 140 + 3285
                                        = 3425
Nominal GDP for 2020 is 
(7 Χ 21) + ( 73Χ 45)         = 147+3285
                                           = 3432
the nominal GDP growth rate between 2019 and 2020 is 
    (  3432 – 3425) /3425
        = 7/3425
         = 0.002044 (4.sf)
	
b) Real gdp 2019 and 2020 with 2018 as the base year
​
Real gdp for 2019 is (5Χ20 +70Χ45)

                         100+3150 = 3250
 For 2020
(5Χ21+70 Χ 45)
                          105+3150 = 3255
c) The GDP deflators for 2019 and 2020
   For 2020,
Deflator = nominal/real * 100

(3432/3255) *100
        = 105.44%
For 2019 we get
(3425/3250)*100
        105.38
 


