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¢ to the prices which prevail in the year in which goods
qefe esvices are produced. It should be noted that nomina]
aﬂdme can not reflect the actual picture of the economy.
inc0 On the other hand, when the final produced goods and
vices in 2 year by the country are measured at constant
sef s called real income. The real income of the country
| P ;150 known as the. national income at constant prices.
generau)’r constant prices refer to the price of current goods
and services if 1s expressed at any previous year price as
onstant or base. It should be noted that real income reflects
ihe true picture of the country. Therefore, it is considered as
the true indicator of economic progress of the country.

(b) Gross Domestic Product :

The total money value of all final produced goods and
services by a country within the domestic boundary (territory)
during a year is called GDP. GDP includes all the income of
acountry in a year both resident and non-resident producers
producihg goods and services. It is important to note that it
does not include net factor income earned from abroad.
Therefore, GDP is always lower than GNP of the country.

Most popularly, GDP can be classified into two important
forms. These two fofms are discussed as follows -

() GDP at market price : :

The money value of the final goods and services
produced within the domestic boundary of a country in a
Year is identified as GDP at market price. Usually, it always
determines such income which is earned by the government
only from domestic sources. In order to calculate t.he. value
of GDP, all goods and services produced are m’ul’tlgjlflfed by
€ir respective prices. If Q;, Qp oo jrQpiare nP areer(tatr\‘;

odities produced in a year where Py, Py woeee: n

ive prices then GDP at market price car.tF ble)z déﬁned as -
GDPMP b P1-Q1 + P2.Q2 TR POTTILLL A COx
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" excluded from private income along with undistributed
ofits and corporation taxes, disposable personal income
*an be obtained. It should be noted that disposable income
s relatively less than both personal income and, private
income. It 18 because undistributed profits and cofporation
taxes are not included in disposable income and personal
income. But in both private and personal income, direct taxes
are included. In this way, after expulsions of three elements
from private income, disposable income can be found out.

This derivation technique can be shown with the help of the
following equations,

Disposable personal income = Personal Income - Direct
taxes

= Private income - undistributed profits - corporation
taxes - direct taxes

Q. 10 Briefly discuss different methods of estimating
national income of a country.
Answer :

National income is an uncertain term which is
interchangeably used with national output, national
expenditure and national dividend. Therefore, the
measurement of national income by the authority is an
important task. In. broader sense, national income of a country
can be measured with the help of four important methods.
These are briefly discussed as follows

(i) Product Method : , |

Product method measures na.tl.onal income of a country
on the basis of prices and quantities produced in a given
period of time. In other words, product method estimates
national income of a country on tl}e basis of market value of
all final produced goods and services in a year. It should be
noted that this method includes the value of net factor income
earned from abroad in the form of net exports, The net exports
is the difference of the total value of exports and imports in
Bountry durinB £ 8% A Period of time. T, Q,, Q,, Q,,
Q, are respectively the quantities produced

by a country
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