National Income Accounting 2,10/15 fixed
Unit-2
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{1. 2081 Q.No. 6] '

Let, gross fixed investment = 2,000, changes in stocks = 50 depreciation = 500. Compute
gross private domestic investment, Ans: 2,050
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R. 2072 Q.No. 10|
If the GDP deflator for 2012-2013 = 275 and GDP defiatar for 2013-2014 = 300 what will be the

rate of inflation? Ans: 9.09%
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3. Calculate GDP at FC from the following dala:
GDP at MP = Rs. 2,000 billion; Indirect taxes = Rs. 300 biliion; Subsidies = Rs. 100 billion
2 ' Ans: Rs. 1,800 billion
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ANa. 3. L[, ouV winnon

4. Calculate NNP at FC (NI) from the following data:
GDP at MP = Rs. 5,000 crore; Net indirect faxes = Rs. 800 crore; Net factor income from

q%,]
abroad = Rs. 1,000 crore; Depreciation (Consumption of fixed capital) = Rs. 500 crore H -
. Ans: Rs. 4,700 crore
M. NS, 9, 1UY CTOTe
5. Calculate Pl from the following data: : ‘
items : Rs. in crore .
National income 12,000 N
Corporate tax - — 100
Undistributed corporate profit— 1,000
Social security contribution -— , 500
Transfer payments ¢ 2,000
’ Ans: Rs. 12,400 crore
6. If personal income is Rs. 12,400 crore personal taxes (direct taxes) are Rs. 1,500 crore and X
total consumption expenditure of private sector is Rs. 10,000 crore, find out disposable income
and personal saving. Ans: Rs. 10,900 crore and Rs. 900 crore
1. Calculate the GOP deflator when real GDP is Rs. 3,000 crore and nominal GDP is Rs. 3,300 PR
crore, Ans: 110

8. Find out per capita GDP when population is 200 million and GDP is $ 4 trilion.  Ans: $20.000 S




! 142080 Q.No. 15|

Consider the following data for a hypothetical economy: (2+2+2+2)+2)
Year Outputof A Price of A Output of B Price of B
2021 300 900 1000 80
2022 350 1000 1300 120
2023 375 1200 1700 . 140

© Compute nominal GDP, real GDP, GDP deflator and rate of inflation.
® Why the real GDP is better measurement of welfare than nominal GDP?

Ans: © Nominal GDP: 350,000; 506,000; 688,000; Real GDP: 350,000; 419,000; 579,000;
GDP Deflator: 100; 120.76; 118.82; Rate of Inflation: -; 20.76; 1.6
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12 2081 Partial Q.No. 16|
Consider the following data:
Year Px Qx Py Qv
2079 100 1000 20 200
2080 115 1200 25 220
2081 125 1500 35 230
© Compute nominal GDP, real GDP, GDP deflator and rate of inflation.
® Why do business firms use real GDP in analyzing business environment? (8+2]
132080 Partial Q.No. 16}
Consider the following data for a hypothetical economy: (8+2]
Year Px Q Py Q H (>
2021 20 1000 100 200
2022 24 1300 115 210
2023 30 1500 125 220
@ Compute nominal GDP, real GDP, GDP deflator and rate of inflation.
® Differentiate nominal GDP"and real GDP
[ie. 2077 Q.No. 13}
Calculate the GNP, NNP, NI, Pi & DI-from the data given below:
‘ , , ltems. . X Rs. in million
Gross domestic product b AN 3,000
Net factor income from abroad 206 Ko 10
Capital consumption allowance MRS : 600
Indirect taxes PRI Y : 400
Corporate profits : . : 300
Social security contribution A 500
Govemment & business transfers : 725
Dividends - ; : 175
Personal taxes 2 415

Ans: GNP = Rs. 3,010; NNP = Rs. 2,410; NI = Rs. 2,010; Pl = Rs. 2,110 and DI = Rs. 1,635
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Calcu!ate (a) Nanonal income (b) Personal income (c) Dnsposable income from the following N? b my =
data:
ftems Rs. in billion NWNP ot ™ ~
Wages and salaries 840 7
Rent 400 o T
Corporate profit taxes 400 NNt FC
Transfer payment 750 T é—J
Dividends 1,000 VL
Personal taxes 1,100 |
Interest 500
Social security contribution * 250
Undistributed profit 400
Mixed income 1,050
Net factor income from abroad 1,500

Ans: NI = Rs. 6,090 billion, Pl = Rs. 5,790 billion, DI = Rs. 4,690 billion '

st m\p % ,_.Y'l(omr fl’lQH"‘J'6

e ceme 1l=fx+
(ﬂDf ,,', mrp uaae,s “ﬂ‘l galo '\'k@\(\ -\' (’(Nrc“f m .
v denmd F j',q’h'f%\'T On st b bed fm&,"j' M e

$°\u\‘M q) @ w A
Col® f &OF

o0 ¥ 400 % \o 50

4
- Qup ¥ Aoy ¥ 4o laso
_ gy, A®%90 i b \\sann //L J
F o YO s Vo A
WP ot mp (0P «f mp X wel j,«c{ewa (" Come
st ol wmp =
_ %.us9e y V.\see
- fo9o » @,(\\.‘d\q
* ‘(‘l\of’
ye C(=
NN of mp = (Y of mP dep
%.Lo90 -~

IS




NV -
indirteck  t=x

7 .
. @.6090 - Lfné.mck Aee ¥ - subf,.AJJ

= %. 60990 i Lorl\\eny

p

@
= \INE oy T C

Wy -
-9 o 9o ) bc\\\\ sin

@ Pecsoval tnteme CPTI D o-ndfa\m'lere.! o vova € :
| (gt pf
J Sec“':y Com abu fon T

(01"7°/20'h’ :")(cm( ""“)ﬁ - Qo
<'_\—wmgbe./z rodm(,,\{

NY ~

- ¢. €% ~
# 63 4e0 - @ U006 - M.250 7 B35 °

- . gjc)o v b\lien

©) Disposable T
‘JOSObt’ (ncome ¢D3) = P37 Fe«quﬂ 8 hake
;?—)-S-fﬁb - m. "GO
Lellion

%_L—\gjo th

W




fi9. 2074 Q.No. 13|
The following are the information of an economy.

. Heading . Rs. in million
Rest Sneom€ 40
Private final consumption expenditure £ 800
Netexports (X -™M) 20
Interest o - 60
Profit Tne. 120
Govemment final consumption expenditure (¢t 200

MGT 209 Macroeconomics for Business 69
Nat domestc capital formaton  <<{ > 100
Compensalion of employees 3¢ A 800
Consumption of fixed capital — e *° | 20
Net ndirect taxes 100
_ Nel factor income from abroad 20
Calou'ate GNPwe by income method and expenditure method (5+5)

Ans: GDPw = Rs. 1,140 million; GNP = Rs. 1,160 million
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073 Q No. 13
Consider the following data and calculate GDPwe, GNPwe, and National Income by Income and

expenditure method.
Items Rs. in crore
[ Govemment final consumption expenditure €<¢ o) 1,000
Profits 720
Nel indirect tax S 10
Prvate final consumption expenditure &%~ € © 1510
Netexpots ¢~ -™) =x¢* -2
Compensation of employees 1,200
Rent 200
Interes! 270
Net factor income from abroad 30
Mixed income 600
Gross domestic capital formation ¢ §.) 710
Depreciation 100

«  Ans: GDPw = Rs. 3,200 crore, GNPy» = Rs. 3,230 crore and NI = Rs. 3,020 crore
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8. 2075 Q.No. 15

e T "

Calculate: (a) National income (b) Personal income (c) Dusposable income from the following

data:

ltems Rs. in crore
Wage . 420
Rent 200
Corporate income tax - 200
Transfer payment 375
Dividend 500
Personal direct taxes 550
Interest ; 250
Social security contribution 125
Undistributed profit 200
Mixed income 525
Net income from abroad 750

Ans: (a) Rs. 3,045 crore (b) Rs. 2,895 crore (c) Rs. 2,345 crore

[1. 2072 Q.No. 1]
With the help of following Information calculate GDPwe, GNPue and NNPwe by using both
income and expenditure method,
tems Rs. in billion

Interest Rs.590
Proprietor’s income 484
Corporate profit 598
Nel exports -134
Consumption expenditure 5164
Capttal consumption allowance 878
Indirect business taxes 676
Compensation of employees 4748
Rents 28
Gross private investment 1340
Govemment purchases of goods & services 1630

Ans: GDPus = Rs. 8.000 billlon: GNPw = Rs. 8.000 billion; NNPw = Rs.7,122 billion

25. Calculate NI, Pl, DI and personal savmgfrom follmmmpolhehcal national income data:

Ans: Rs. 8,500 million; Rs. 8,000 million; Rs. 7,500 million; Rs. 1,500 million

ltems Rs. in million
GDP atMP 10,000
Net Indirect taxes 2,000
Depreciation 1,000
Net factot income from abroad 1,500
Undistributed corporate profit 500
Corporate income taxes 1,000
Dividend 3,000
Social security contribution 500
Transfer payment 1,500
Private consumption expenditure 6,000
Personal taxes 500




l GDP Deflator: 100; 120.76; 118.82; Rate of Inflation: -; 20.76; 1.6
| 582079 No. 13

| industry A imports goods worth Rs. 200,000 from China and sells the goods to industry B for

, Rs. 400,000 and to industry C for Rs. 280,000. Industry B purchases goods worth Rs. 80,000
- from industry M and sells the goods to industry C for Rs. 60,000 and expohs in India for
Rs. 160,000. Industry C purchases goods from industry N worth Rs. 60,000 and.sells the goods

15 household for Rs. 680,000. Using this information, 1
® Compute GDPw by value-added method
® Does this method avoid using double counting? Give reasons [8+2)
Ans: © Rs. 640,000 ® Yes
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ﬁ. 2078 Q.No. ﬁ]

Consider the following fiqures for national income accounts:

Description ‘ Rs. in million
}Wages and salaries 44,000
| Proprietors income 6,000
"} Bovemment consumption 6,000
Receipts from the rest of the worid ~ tJF5 € P 800
| Private consumption expenditure ] 52,960
| Changes in inventories () 400
 Bubsidy~ 1,600
| Rental income 1,800
et interest 3,000
1 Bividends 3.600
|_Kixed -income . 2,000
| 8ocial security contributed by employers 55 (o€ 3,000
| _Camporate income 1 10,000
et laxes ’ 1,880
Y Current tragsters from the rest of the - 5,000
A te Income taxes 2400
| Eapial consumption aliowance 3,200
| insurance payment 13,600

| Current transfers from govemment ;L___m

I AUT. YIAULTUTLUTIUIINLD TUT Uiy 3

i $wvestne ' | 3600
" . feﬂdmﬁwoﬂd ”~ M@g ' 1.&”
pital formation - 10,800
1,440

by the consumer ~ 4,000

| G NNPy» by both income and expenditure methods.

 Compute personal disposable income.  ©T, DT

" Siate the significance of real GDP in economic analysis.

types of conceptual difficulties are encountered in the measurement of GOP by
[(4+44)+2+2+3)]

on ® Rs. 63,140 million
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Consider the following data: .
Description Rs. in billions

Dividends 458
Business interest payments 848
Addition o stocks -3
Personal taxes 413
Personal consumption expenditure 11,043
Govemment and business transfers 2,000
Net indirect taxes . 738
Net fixed capital formation > 1,671
Depregiation 708
Current transfers from rest of the world 1,182
Corporate profits 2,059
Exports 1,048
Rental income 682
Govemment consumption 757
Wages and salaries 3 8,000
Imports 1,540
Interest 264
Employer's contribution to social security 1,186
Social nce payments 1,000

\Q)ompute GDPwe by both expenditure and income methods.
Compute personal income.
\0/ Differentiate nominal GDP and real GDP. [(4+4)+4+5

Ans: © Rs. 14,584 billion ® Rs. 13,719 bilio"
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Difference between Nominal GDP and Real GDP

Difference Between Nominal GDP and Real GDP

BBS 2nd Year Macroeconomics

Basis

Nominal GDP

Real GDP

Meaning

GDP measured at current year's
prices

GDP measured at base year's prices

ffect of price chang

Includes price changes

Excludes price changes

Measurement

Shows both changes in output and
prices

Shows changes in actual
production/output

Use

Useful for measuring current market
value

More useful for measuring economic
growth

Example

Current quantity x current price

Current quantity x base-year price







Unit 2 Theory

1. Differentiate between Money Flow and Real Flow.

Money Flow Real Flow

It refers to the flow of money payments among It refers to the flow of goods, services, and factor
different sectors of an economy. services among different sectors.

Example: Wages paid to workers. Example: Labor services provided by workers.

2. Double counting may occur under the final product method. Why?

Double counting may occur under the final product method when intermediate goods are mistakenly
included along with final goods in calculating national income. This causes the value of the same
product to be counted more than once and overstates national income. 3Ted® 3cdrge TATEHAT
Fegadt argevars ufer srfeas avgder FARYT I AVET AST AR AU g @FS| T
T3¢ TEJP! Fed Thsoal I qeh I Eel STl ATSeq AT 7 @G|

3. How is Per Capita Income computed?
Per capita income is calculated by dividing national income by total population.
Formula:

Per Capita Income = National Income / Total population

4. Write any two differences between Nominal GDP and Real GDP.

Nominal GDP Real GDP

It is measured at current prices. It is measured at constant/base-year prices.
It is affected by changes in both price and It reflects changes mainly in actual
quantity. output/quantity.




5. What are the components of Gross Private Domestic Investment?
The major components of Gross Private Domestic Investment (GPDI) are:
1. Non-residential fixed investment
2. Residential fixed investment

3. Change in business inventories

6. Prepare a list of components of Gross Private Domestic Investment.
The components of Gross Private Domestic Investment are:

e Business fixed investment

e Residential construction investment

e Change in inventories
Thus,

GPDI=Fixed Investment+Residential Investment+Inventory Investment

7. What is Real GDP?

Real GDP is the monetary value of all final goods and services produced within a country during a given
period, measured at constant prices of a base year. It shows the change in actual output by eliminating

the effect of price changes. ar&dfds GDP #eiehl AR IafAT CAfdT Scureet suehT fedd a&g aur
TATEEHT ITUR a¥T R HTAT AT TIRTH Afgd AeT gl TTS Hed IRad=TH JHT T8
EATde 3CUTETAT HUH IRTT SEI3S |

8. What is GDP?

GDP (Gross Domestic Product) is the total monetary value of all final goods and services produced within

the geographical boundaries of a country during a particular period, usually one year. el Tl 31

(GDP) 8Teehl et SRrehT sflaiioreh AT Ueh AT HAfAT (FAITAT Ueh a¥aAT) ScureeT 37U
e avg YT AaEER Fol AlfeF e 8l

Simple definition:
GDP measures the total production of goods and services inside a country in a year.




9. Define National Income

National Income is the total income earned by the factors of production of a country during a particular

period, usually one year.

It includes income in the form of wages, rent, interest, and profit earned from economic activities

ST 3T AT Fool SR ScUTeeTehl HTLAgE Ueh AR IAAT (AT Teh avaD)
UTCT IRHT Fol FReb A gT| THAT SATeAT, HIST, STTST T ATHT FATAA gol




Explain the process of computing GDP by the Value Added Method. In what respect does this
method differ from the Final Product Method?

bh ASTIIA 'S QUTHIUI BOIRT™ wwe = =w=:

Analytical Answer Questions
[i3. 2080 Partlal Q.No. 17}

Explain the process of measuring GDP by expenditure and income methods with exas

What types of practical difficulties are encountered in the measurement of GDP? [10+4
ad T WA T TR IR U T 9T JRRRUTRI e A | A 776 O
mmmmmmttm? ' /

(132080 Q.No. 18|
Explain the process of measuring GDP by product method with examples What types
conceptual difficulties are encountered in the measurement of GDP by product method? [10+
mmmmmmmﬁamm|mhfmn

mwmmm

(19. 2081 Q.No.11) \ /( ‘

Explain the process of computing nominal GDP, real GDP, GDP deflator and rate of inflaton
with examples.
Hiew ¥R TR IERA, AIEaw G MR IERA, § TERA JERA [FRET T R
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