
National Income Accounting 

 

1. Identify the correct equation from the following : (2024) 

(A) GDPMP = NNPFC + Depreciation 

(B) NDPFC = NNPFC + Net Indirect Taxes 

(C) GNPMP = GDPMP + Net Factor Income from Abroad 

(D) NNPFC = NDPMP + Depreciation 

Ans. (C) GNPMP = GDPMP + Net Factor Income from Abroad 

2. Find the missing figures and choose the correct alternative : (2024) 

Round Deposits Loans (80%) Reserve Ratio (20%) 

I 5000 4000 ..(i).. 

II 4000 ..(ii).. 800 

... ... ... ... 

... ... ... ... 

Total ..(iii).. ..(iv).. 5000 

 

Alternatives : 

(A) 1000, 800, 20000, 25000 

(B) 5000, 3200, 25000, 20000 

(C) 1000, 3200, 25000, 20000 

(D) 1000, 800, 20000, 25000 

Ans. (C) 1000, 3200, 25000, 20000 

3. Suppose for a hypothetical economy :  

C = 100 + 0·75Y      (where C = Consumption and Y = Income)  

I0 = 400                     (I0 = Autonomous Investment)  

Value of Investment Multiplier (K) would be ____________.  (2024) 

(Choose the correct alternative to fill in the blank)  

(A) 5 

(B) 4 



(C) 6 

(D) 3 

Ans. (B) 4 

4. On the basis of the data given below for an imaginary economy, estimate the 

value of Net Domestic Product at Factor Cost (NDPFC) :  (2024) 

S. No. Items Amount (in ₹ crore) 

(i) Gross Domestic Fixed Capital 

Formation 

200 

(ii) Exports 50 

(iii) Government Final Consumption 

Expenditure 

320 

(iv) Consumption of Fixed Capital 35 

(v) Household Final Consumption 

Expenditure 

470 

(vi) Inventory Investment (Net) (–) 40 

(vii) Imports 60 

(viii) Net Indirect Taxes 50 

(ix) Net Factor Income from Abroad 20 

 

Ans. Net Domestic Product at Factor Cost (NDPFC)  = (v)+(iii)+(i)+(vi)+(ii-vii)-

(iv)-(viii) 

                                                                           = 470+320+200+(-40)+(50-60)-35-50 

                                                                           = ₹ 855 crore 

5. Define Operating Surplus. (2024) 

Ans. Factor income earned in the form of rent, royalties, interest and profits are 

together called ‘Operating Surplus’. 

6. Discuss briefly the concept of circular flow of income in a two-sector model.  

(2024) 

Ans. In a two-sector economy model, households are the owners of factors of 

production (Land, Labour, Capital, Entrepreneur). Firms combine these factors of 

production to produce goods and services. They make factor payments (Rent, 



wages, Interest, Profits) to households, which in turn, are spent by the 

households on the consumption of final goods and services. 

Thus, the income earned by the factors of production flows back to the 

production units in the form of aggregate consumption expenditure. Thereby, 

completing the circular flow of income. 

7. “Real Gross Domestic Product (GDP) is a better indicator of economic growth 

of a nation as compared to the Nominal Gross Domestic Product (GDP).” 

Do you agree with the given statement? Justify your answer with a valid 

hypothetical numerical example. (2024) 

Ans. Yes. Real Gross Domestic Product (GDP) is the money value of all the final 

goods and services produced in the domestic territory of an economy, measured 

at base year prices. Whereas, Nominal Gross Domestic Product (GDP) is money 

value of all the final goods and services produced in the domestic territory of an 

economy, measured at current year prices. 

For example: 

Year Price 

(in ₹) 

Output 

(in units) 

Real GDP 

(P0Q1) 

Nominal GDP 

(P1Q1) 

2010 

(Base Year) 

10 100 1,000 1,000 

2011 

(Current Year) 

15 100 1,000 1,500 

 

Real GDP is a better indicator to make comparison in terms of physical output 

and it eliminates the effect of price change. 
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