TAKE HOME QUIZ / Practice IB Exam Questions #3




DUE FRI FEB 25th 

Instructions: Type your answer, double-spaced so there is room for comments.  On the real exam, you would have ONE hour to complete this.  You do not need typical introduction and conclusion paragraphs…simply get to the point and start writing.  Include diagrams if applicable.  Length will vary depending on the question and also the number of relevant diagrams that can be added.  As a very general range, Part A will often be 2-3 short paragraphs and Part B will often be 3-4 short paragraphs.  As with your commentary, insert diagrams between paragraphs at relevant points.  It is fine to also include “paragraphs” as short as one sentence just proceeding or just after a diagram with a bit of explanation.

#1 [15 marks] Explain whether you agree or disagree with each of the following:

(a) You have just read in the news that GDP in your country increased by 4% this year.  You therefore conclude that the quantity of output produced increased by 4%.

(b) In the early 1990s, following the collapse of the Soviet Union, many eastern European and former Soviet Union countries experienced negative net investment for a period of time.  This means there was a drop in their stock of capital goods.

(c) If a government wants a measure of its population’s income per capita it should use GDP per capita; if it wants a measure of output produced per capita it should use GNP per capita.
(d) GDP per capita is a better indicator of a country’s welfare than total GDP, because it calculates the amount of output produced per person in the population.

(e) The average American is 12.5 times richer than the average Russian, since US GDP per capita is 12.5 times greater than Russian GDP per capita, based on the dollar-rouble exchange rate. (The rouble is Russia’s national currency.)

#2 [20 marks] Evaluate GDP per capita as a measure of a society’s welfare and as the basis for making international welfare comparisons.

#3 [15 marks] 

(a) Explain the three methods that can be used to measure aggregate output.

(b) How does the circular flow of income model help us illustrate the equivalence of the three methods?

