Economics 302

Spring 2007

Answer Key: Homework 1

Collected February 6

1.

      a.
	Year
	Nominal GDP
	Consumption
	Gross Investment
	Government Purchases of Goods and Services
	Net Exports

	1929
	103.8
	77.5
	16.5
	9.4
	0.4

	1933
	56.4
	45.9
	1.7
	8.7
	0.1

	1941
	126.7
	81
	18.1
	26.6
	1

	1945
	223
	119.9
	10.8
	93.2
	-0.9

	1947
	244.5
	162.3
	35
	36.4
	10.8

	1973
	1385.5
	852.5
	244.5
	287.9
	0.6

	2000
	9872.9
	6728.4
	1767.5
	1741
	-364


b through e.
	 
	C/Y
	I/Y
	G/Y
	NE/Y

	1929
	74.66%
	15.90%
	9.06%
	0.39%

	1933
	81.38%
	3.01%
	15.43%
	0.18%

	1941
	63.93%
	14.29%
	20.99%
	0.79%

	1945
	53.77%
	4.84%
	41.79%
	-0.40%

	1947
	66.38%
	14.31%
	14.89%
	4.42%

	1973
	61.53%
	17.65%
	20.78%
	0.04%

	2000
	68.15%
	17.90%
	17.63%
	-3.69%


2.

a and b.
	Year
	GDP Deflator
	Real GDP (in billions)
	CAGR over period 

	1947
	15.5
	1576.8
	 

	1973
	31.3
	4426.5
	4.05%

	2000
	100
	9872.9
	3.02%


c. Since a constant growth rate over time compounds, it would be meaningless to simply calculate the percent change in output over a period.  The compound annual growth rate determines the rate at which a quantity would have had to grow at – if it had grown at a constant rate – for it to have gone from the starting value to the ending value in the indicated amount of time.
d. There does seem to be evidence that the growth rate of the economy slowed.  This is particularly striking since the chosen years include the “dot com boom” in the late 90’s when the economy was growing very fast.

3.

     a.

Data:

	Overall Unemployment Rate (%)
	 
	 
	 
	 

	2000
	2001
	2002
	2003
	2004
	2005
	2006

	3.97
	4.74
	5.78
	5.99
	5.53
	5.08
	4.63


Graph:
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      b.

Male unemployment rate: 4.0  Female unemployment rate: 3.9.

So the male unemployment rate was higher in the month of December, 2006.  Note that this doesn’t mean that a higher fraction of women were employed during the period since unemployment rates do not include people who choose not to participate in the labor force.

c. 2.0%

d. 6.8%, which is considerably higher than the unemployment rate for college educated adults considered in part c..
