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Q1. Define National Income in the words of Prof. Fisher.

Ans 1: Quantity of goods and services which is consumed during a year is called national income.

Q2. Who did present the concept of equilibrium level of National income

Ans 1: Prof. J.M.Keynes presented the concept of equilibrium level of national income in 1936 in his famous book. " General
theory of employment,interest and money".

Q3. Difference between real national income and nominal national income.

Ans 1: Real national income menas total quantity of goods and services produced in a country. Therefore, real national incmoe
increases with the increasses in the quantity of goods and services in the country while nominal national income means monetary
value of goods and services at the market prices.

Q4. Write precautions of the product method to measure national Income.

Ans 1: 1- Avoid double counting. 2- Subtract depreciation allowance.

Ans 2: 3- Subtract indirect taxes.
4- Value of free services should not be counted.

Ans 3: 5- Subsidies should be counted.

Q5. Differentiate between personal income and disposable personal income

Ans 1: Personal income is the income which a person individual earns in a years . After subtracting direct taxes from personal
income. disposble personal income is obtained.

Q6. Define National Income in the words of Prof Paul A Samullson.

Ans 1: ltis the loose name we give for the money measure of the over all annual flow of goods and services in an economy.

Q7. Write the methods to measure national income.

Ans 1: 1- Product Method



Ans 2: 2-Income Method

Ans 3: 3- Expenditure method

Q8. Explain the concept of personal income.

Ans 1: ltis the income whihc a person individually earns in a year. For example a layer earn 10 lace in a year, it is his personal
income , Transfer payments and indirect taxes are included in personal income.

Q9. What is meant by Marginal propensity to save.

Ans 1: The ratio between change in saving and chang iniicome is called marginal propensity to save. To find marginal propensity
to save change in saving is divided by the chang in income. it means.

Ans 2: Marginal propensity to save = chang in saving / Change iincome

Q10. What is subsidy

Ans 1: Sometimes governemnt wants to provide some goods to the public at a lower price than market price. The governemnt
purchases them at higher price and sells at a low price to the public at utility stores and cooperative stores. Itis called Subsidy, for
example, if government purchases flour at Rs. 10/- per kg and sells it at Rs. 8/- per kg, than subsidy will be Rs. 2/- per kg.
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