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3) Total Expenditure Approach
1. Expenditures on final goods
= - = National i
Y (ﬁ;+()(_M) aHonatincome 2.Expenditures on newly produced goods

3. Transfer Payments(e.g., pension,Scholarships)

Precautions:-
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3. Non-monetary transactions

self

4. Self-Consumption (proudction of wheat,services)

5. Depreciation Allowances:

6. Transfer payments

7. illegal earning (e.g.,smuggling,hoarding ,gambling)

8. misleading

9. Lack of specialization

10. ignorance and illiteracy

11. concealing the facts

12. public services

14 Free services

15. Barter Transactions
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Circular Flow of National Income

"The movment of national income from households to firms and from firms to households in a circular
manner during a specific time period in an economy is called circular flow of national income"

—> market value ———>

I\final Goods and‘sﬁMETs l

Households Firms

l\> services of FOP ————

<«——— rewards of FOP

Y=r+w+i+profit
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Circular Flow of National Income

"the movement of national income from households to firms aand from firms to households in a circular
manner during a specific time period in an economy is called circular flow of national income"

Market value

-

Final Goods and
services

*households Firms

———> services of FOP

Rewards of FOP -—
Y=r+i+w+profit
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2) Gross Natinal Product (GNP)
i)total output approach

outside of its national border ii)Factors income approach

iii)total expenditure approach
GNP= C+I+G+(X-M)

/ net exports

GDpP X= exports of goods and services

M= imports of goods and serivces
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3) Net National Product (NNP)

NNP= GNP - Depreciation Allownances

\5\9

//7
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5) Personal income (PI)

PI = NI- SSC-CT-UDPISTC+ €ransfer payments

pension,scholerships,zakat,Unempolyment allowance

6)Disposible personal incomev (DPI)

DPI= PI—[Z[T

direct tax e.g., income tax




image14.png
Real GDP

Nominal GDP

negative

+

free
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Real GDP

Nominal GDP
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negative
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free
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Measurement of National income

i)Total output approach

Y= plgql+p2q2+-------- +pngn

Precautions:-
1. Inclusion of income
2. Exclusion of income

3. Risk of double counting
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Measurement of National income

i)Total output approach

Y= plgql+p2q2+-------- +pngn

Precautions:-
2019-20

1. Inclusion of income
2. Exclusion of income

3. Risk of double counting cotton thread cloth

4. Market value of particular year 20m 30 50 m 100m
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5. Depreciation Allowance
6. Free Services

7. indirect taxes

8. subsidies

9. second hand goods
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2) The factor income approach

Y= r + w+i+profit

Precautions:-

1. Barter Transactions:-
2.Free Services

3. Illegal Income

4.Net income from abroad
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3) Total Expenditure Approach
Y =C+I+ G +(X-M)
Precautions:-
1. Expenditure on final goods
2. Expenditure on newly prouduced goods

3. Transfer payments
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Difficulties in measurement of national income

1. unreliable data

2. Double counting

3. non monetary transactions

4. self consumption

5. Depreciation Allowances

6.Illegal earnings

7. Misleading
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Measurement of national income /
Y=National inocme
GDP......GNP / P= units of output
g . \ PQ= Market value
output approach  factors income expenditure approach

Precautions:-

According to Kelvin

! - linclusion of income
"your knowledge is of meager

and unsatisfactory kind if you 2. Exclusion of income
cannot measure what you are 3. Risk of double counting
speaking about

for example....cotton....thrid....cloth
1)The Total output approach

| dh.
GDP= P1Q1+ P2 Q2+P3Q3+-- -+pnQn = GDP (monetary value of GDP) | @9e

MG

wheat

Car

final goods
Doctor
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4. Market value of Particular year:-

financial year 2019-2020

5. Depreciation Allowance

6. Free Services :-
self gardening, house wife, cleaning,washing,cooking,

7. indirect Taxes:- excise duty,sales tax...... will not include in NI

8. Subsidies

9. Second hand goods:-
old homes, old car, old wood products,old mobile phones/cell
phones.
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Precautions:-

—_—

1. inclusion of income

2. Exclusion of income

3.Risk of double counting

Primary goods semi-manufactured goods manufactured goods

Cotton
Thread gloth

10 million Rs

20 million 50 million Rs
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National income

6 . Free Services

self gardning, house wife,mothers  baby care

7. indirect taxes ———————> [excise duty,sales tax,G sales tax

8. subsidies

9.second hand goods ———————— Cell phones /car
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The factors income approach

Land Labour Capital Organization

Rent > Rewords/Prices of factors of
l | —F production
Wage
interest . . .
Y= r+w+i+=R = pational income

Ero t
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The Factors income approach

precautions:-

1.Barter Transactions

2.Free Services

3.illegal income (e.g.,curruption,bribe,sumglling)

4.Net income from abroad (X-M)




