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Economics 12 – Fall 2015




Homework #1

________________________________________________________________________

Procedure:  You are to create an excel spreadsheet with the following numbers, and use them to answer the questions that follow.  You must turn in:
· Your spreadsheet

· A copy of your answered questions

Step 1:

The numbers below represent figures for the U.S. economy in 2000 (all figures are in billions).  Enter these figures into two columns in an excel spreadsheet sorted by expenditures and income.  Note that some of the figures may not be needed:
Savings = $180


Gov’t Spending = $1020

Consumption = $6670


Proprietor’s Income = $300

Wages & Salaries = $6500

Interest Income = $400

Exports = $650


Corporate Profits = $600

Imports = $710


Rental Income = $320

Transfer Payments = $650

Personal Taxes = $620

Depreciation = $305


Indirect Business Taxes = $105
Investment spending = $450

When finished, you should have two tables of numbers (on the same spreadsheet), one column for expenditures and one column for income
Step 2:
Use the =sum command to sum up both the income and expenditure figures for the economy.  Compare the two figures.
· Use your calculations to find Net National Product and National Income.

Step 3:
Print your spreadsheet

Questions:
1.
What is the value of GDP using the expenditure approach____________?  What 
about the income approach____________?

2.
Why might the two numbers be different?  Give an illustration of how the 
calculations of the two “flows” might lead to errors.

3.
Give two examples of output created in the U.S. economy that is excluded from 
the GDP figures above. Explain why these figures are excluded.
4.
Is GDP a measure of “welfare” (happiness)?  Give one exception to the common 
belief that higher GDP = greater welfare.

