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RECAP OF PREVIOUS LECTURE

1) National Income Accounting
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TOPICS TO BE COVERED

1) National Income Accounting
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#Q. Gross National Product at market tpr ices is

W A

GNP
. GDPpp + Net Factor Income from Abroa; C( N P

. GDPyp - Net Factor Income from Abroad
. GDP,,p - Depreciation

. GDPyp + Net Indirect Taxes
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#(Q. The basis of distinction between market price and factor cost is

mpP — PQ—\’

net factor income from abroad

———— (B
net indirect taxes (i.e., Indirect t Subsidies)

net indirect taxes (i.e., Indirect taxes@Subsidies)

depreciation (consumption of fixed capital)
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#(Q. From the following data cal(_:glite (a) Gross Domestic Product a rice:
Cltems) in Crores_ -
61,00
Net exports (-) 50
Compensation of employees 3000
Rent 800 9—"? C‘ D F + N'
Interest 900
Proﬁt 1,300 = GIvOo + 3 o O
(Netindirect taxes ] \J|T —> 300
Net domestic capital formatlon 800 — é (1 o ©
Gross domestic capital formation 900 e

Factor income to abroad 80



SOLUTION

(a) Gross Domestic Product at Market Price
= GDP at factor cost + Net Indirect taxes =X 6100
+3 300 T
= 6400 Crores
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Who calculates national income in India ?

Ministry of Statistics & Programme Implementation (MoSPI)
. i e 2

(Central Statistics Office (CSO) | -

National Accounts Statistics (NAS)] u/
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» The performance of an economy depends on the output of goods and

>

services produced by it, which is measured by National Income.
According to the Central Statistical Organisation (CSO! 'National

——

income is the sum total of factor incomes generated by the normal

residents of a country in the form of wages, rent, inte/rest and profit in

an accounting year". |

Concepts of national income accounting were first guided (pioneered)
by the Nobel price winning economists Simon kuznets and Richard

stone. i e
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Usefulness And Slgmﬁcance Of National Income Estimates

1)
2)

[t provides a framework for analyzing the short-run performance.

The distribution pattern of national in income helps businesses to
forecast future dema d. value >, il
Economic welfare depends on magmtude & distribution of national income
NI shows composition and structure of NI of different sectors &

e c———
variations in them. Helps to make comparlsons of trend and speed of

va_—

development N v y
Provides quantitative basis for assessmg, choosing & evaluétmg

———————

economic policies . ) —

6)N' Shows income distribution and possible inequality in its distribution.

7)

Make comparisons of s statlstlcs such as ratios of 1nve§tment, taxes, to GDP
Provides guide to make pohcnes for growth and mﬂat10n i
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Value Added metHhod
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Lntome Methed

Mixed mCome




Lntome Methed




7D N
Ly

OP-mro'h'Do

Luplor = krent- —+ Irdeart A i efit +m,7



7D N
Ly

OP_QTO—[-U, 10 o 10 o
Lurptas = Rent -+ Trseaut -+ Pyt +f’:Z:"'7

AR



7D N
Ly

O ¥l 0
g:lw L Rent 4 T o “?Jr *_R_"ZL’“,
ZO






CQXFOT"‘—L"’

Paet,4 Tax
¢ =

(loo!
PROFIT

U nOLVH“(‘v I)u-l'e.d
&t
Res.@{\l‘u ?
DR Caxn) nO/K




71 N

()
Cos fb‘(qt -"— :DTVS: den 0\ —  Uun dw“\’;l)wkq‘
~ta x PfL%’ e




7D N
Ly

NN(’& = Co& + 0S+MISS «+ NF'1A

&
ND PF,;



#Q.  CalculateWNI | — n e MLHho ) e
| [tems R in Crores
(_Compensation of employees Co& - 1,200
Net factor income from Abroad 20
- 20 2.0
Net indirect taxes 120 3 _, +

= 3740

—="

Profit ~ 800 ND()FC +N'C“A ———
Private final consumption expenditure 2,000 —
Net domestic capital formation 770 [

Y

Consumption of fixed capital 130
Rent v/ 400 @COE, | 2a @

Interest / " 620 @ oS | 820

Mixed income of self-employed [ V'Y]l_sg I — —) 700 e I,

Net export 30 @ M| $ & 1P
i /

Govt. final consumption expenditure 1100 Q
gl

Operating surplus 1820 AL—
Employer’s contribution to social security scheme 300 -

-




SOLUTION

By Income method

NNP;: or NI = compensation of employees + operating surplus+ Mixed
income of self - employed + NFIA
= 1200+ 1820+ 700 + 20
= 3740Crores
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Calculate the Operating Surplus with the help of — A4v0 —Spo—20 o
following data |
Particulars R in Crores
Sales

Comiensation of employees @ |So0 @

— X boN

/

Rent

Interest
Net indirect tax -
Consumption of Fixed Capital
Mixed Income —

—




SOLUTION

= 3400 Crores

= GDPyp - consumption of fixed capital
=3400- 200
= 3200 Crores

= NDP,,, - NIT

=3200-500=2700 Crores

= Compensation of employees + Operating surplus + Mixed income
= 800 + Operating Surplus + 400
Operating surplus = 1500 Crores
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Calculate NI ~— Q’(l’“ M RTA9C NNP- = C’DPM - D_QP,-\-—NCIA_N IT
Items X in Crores FC. .' r ' -
Compensation of employees 1,200 :(1 03 0— l 3.0 "l' Z O — ,2_0
Net factor income fg)!p_l Abroad 20 '
Net indirect taxes 120

Profit 800

Private final consumption expenditure @ 2,000

Net domestic capital formation 4~ o R 770 430 =
Consumption of fixed capital
Rent

Interest
Mixed incomepf self-employed

Net export
Govt. final consumption expenditure @

Operating surplus
Employer’s contribution to social security scheme
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