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National income
● Total amount of income accruing to a country from economic activities in a year.
● It includes payments made to all resources either in the form of wages, interest, rent, and

profits.

What is Circular Flow of Income?
● The circular flow of income is a model that shows how money, goods, and services flow

between economic agents in a closed circuit

Circular Flow of Income
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Need for the Study of National Income

● Measure the size of the economy
● Speed of the economic growth in relation to previous years as well as to other countries.
● Formulation of suitable development plans and policies to increase growth rates.
● Forecasting future demand for products
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Gross Domestic Product
● Monetary value of product & Services produced within the country during a specific period.
● Used to estimate the size of an economy and growth rate
● Calculated in three ways, using expenditures, production, or incomes
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Gross National Product
● Estimate of total value of all the final products and services turned out in a given period by

the means of production owned by a country's residents
● Estimate of total value of all the final products and services turned out in a given period by

the means of production owned by a country's residents

9736115044



NATIONAL INCOME AND GDP CONCEPT BY
KUSH PANDEY SIR

Factor cost and Market Price
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Factor cost
● It is input cost that producer has to incur in the process of production
● It includes capital, loan interest, rent, labour etc.

Market Price
● Price at which a commodity sold in the market

NDP=GDP - Depreciation
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● An increase in NDP would indicate growing economic stagnation, while a decrease would
indicate ongoing economic health.

Net National Product
● NNP = GNP – Depreciation
● GDP (FC) = GDP (MP) - indirect taxes + subsidies

9736115044


