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GDP at MP/GDP at FC  



NNP at Factor Cost  to GDP at Market Price  

■ NNPfc              GDP mp 

■ NNP fc - NFIA= NDPfc 

■ NDP fc + Net Indirect Taxes = NDPmp 

■ Net Indirect Taxes = Indirect Taxes – Subsidies  

■ NDP mp + Depreciation = GDPmp 

■ NNP mp= GNPmp – Depreciation 

 





Solution 





Personal Income | Personal Disposable Income  

PI= NI- Undistributed Profits-Corporate Tax – Net Interest Payments by Households + 

Transfer Payments to the households   ( Rs. 1795 crore) 

 

PDI= PI – Personal Income Tax- Non Tax Payments  ( Rs.1705 crore) 



Net & Gross National Disposable Income  

 Net National Disposable  Income  =NNPMP+  Net Current Transfer from ROW  

 

 Gross National  Disposable Income  =   GNPMP + Net current transfers from Row 



Circular Flow of Income  

Production of Goods and 
Services  

Value Added  

Income or Distribution as 
Factor Income (rent , interest, 

Wages, Profit)  

Expenditure / Disposition 
Consumption and 

Investment 









Value Added Method  



Income Method Measurement  

 



Income Method (NNPfc)  

■ NNPfc = Compensation of Employees + Operating 
Surplus + Mixed Income of Self Employed  

 



Income Method Measurement  

• Profits = Corporate Tax + Retained Earnings + Dividend  

 

 



National Income and Personal Income  



■ National Income (NNPfc) = NNPMP-(Indirect Taxes- 
Subsidies)  

■ National Income= 1,891 –( 175- 30)= INR 1746  Crore  

■ Personal Income= National Income – Income from property 
and entrepreneurship accruing to the government 
administrative departments – savings of non-departmental 
enterprises + Interest on National debt+ current transfer from 
ROW + current transfer from government – corporate profit  
tax – savings of  private corporate sector  (1711 crore) 

 

 



NNPMP and Disposable Personal Income  

Items Rs In Crores 

NDP fc  14900 

Income from domestic product accruing to the govt 150 

Interest on national debt  170 

Transfer payment by Government 60 

Net Pvt Donation from abroad 30 

NFIA 80 

Indirect Taxes  335 

Direct Taxes 100 

Subsidies  262 

Taxes on Corporate Profits 222 

Undistributed profits of corporations  105 



Solution  
■ NNPMP= NNPFC+ Indirect Taxes- Subsidies 

■ NNPFC = NDPFC + NFIA 

■ NNPMP = 14980+335-262=  Rs15053 Crores  

■ DI = PI- Personal Income Tax – Non Tax Payments 

■ PI= National Income – Income from property and 
entrepreneurship accruing to the government administrative 
departments – savings of non-departmental enterprises + 
Interest on National debt+ current transfer from ROW + 
current transfer from government – corporate profit  tax – 
savings of  private corporate sector  =  Rs14663 crore  



Expenditure Method (GDP) 



Nov 2020 

Agriculture sector  and Manufacturing Sector ( value 
added), MSME ( Income Method) , Construction 
Sector (Expenditure Method)  



Nov 2021  



Nov 2021 



Nov 2019 





Measurement of National Income in 
India  

 Income Method : Developed Countries  

 Expenditure Method : Consumption Driven Countries  

 India:  

 Agriculture by Production Method  

 MSMEs  by Income Method 

 Construction sector : Expenditure Method  

  



SUPRA- REGIONAL SECTORS 
 In the preparation of state income estimates, certain economic activities like Railways, Banking 
& Insurance, Communication, and Central Govt. Administration, cut across state boundaries as 
their economic contribution can not be assigned to any one state directly. Such activities are 
included in Supra-regional sectors of the economy.  

  

 The estimates for these activities are compiled for the economy as a whole and allotted to the 
states on the basis of relevant indicators State-wise estimates of Gross/Net Domestic Product 
(GSDP/NSDP) and Gross Fixed capital formation (GFCF) in respect of supra-regional sectors are 
prepared by the Central Statistical Organization (CSO) and supplied to state Directorates of 
Economics and Statistics (DESs) for incorporating the same in their estimates.  



The System of Regional Accounts in India  



GDP is an imperfect measure of well-
being  

 1. It counts just the value of goods and services bought and sold in markets. 

 2. The challenge is to account for non-market factors such as the value of leisure, health, and 
home production, such as cleaning, cooking and childcare, as well as the negative byproducts of 
economic activity, such as pollution and inequality. 

 3. GDP does capture the main component of well-being. Policies that improve the efficiency of 
production and contribute to income will continue to be important in promoting welfare.  

 4. Poor health leads to lower life expectancy and imposes a significant welfare cost on poorer 
countries. Policies that improve health are powerful tools in raising welfare: improving access to 
healthcare, nutrition, and clean water; improving the quality of care; and taxing unhealthy 
behaviors such as smoking. 

 Bad health also contributes to disruptions in employment, lowers productivity, and reduces 
economic growth. So, improvements in health will not only elevate welfare directly but are also 
likely to result in higher incomes and future welfare improvements in a virtuous cycle. 

  

  



What is World Happiness Report? 
 The World Happiness Report is a landmark survey of the state of global 
happiness that ranks 149 countries by how happy their citizens perceive 
themselves to be. India is at 136 Position 

 The World Happiness Report 2021 focuses on the effects of Covid-19 and how 
people all over the world have fared. 

 The annual report ranks nations based on gross domestic product per person, 
healthy life expectancy and the opinions of residents. Surveys ask respondents to 
indicate on a 1-10 scale how much social support they feel they have if 
something goes wrong, their freedom to make their own life choices, their sense 
of how corrupt their society is and how generous they are. 

  



Negative and Positive Externality  
  

Similarly, there has been only a marginal improvement in India's rank (2021 rank: 104) 
for Healthy Life Expectancy despite being a pharma capital of the world, growing 
medical tourism or an overall increase in healthcare facilities in the country. 

 
India has shown notable improvement in its ranking for intangible criteria like 
Generosity and Freedom to make choices. Interestingly, amidst all the talk about 
freedom of speech, India consistently improved its ranking from 56 in 2018 to 37 in 
2021.  

 However, the long-lasting problem of corruption is there, and the perception of 
corruption has only increased. The Happiness Index also considers positive and negative 
effects: positive effect measured in happiness, laugh and enjoyment, whereas negative 
effect measured in worry, sadness and anger.  
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