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ELEMENT OF NATIONAL INCOME ACCOUNTING 

National income accounting refers to the ways or means of computing or 

determining the money value of the total volume of goods and services produced 

or the total income earned in a given country over a period of time, usually a year. 

To determine the national income, the income of individuals, business 

organization and government are sum together.  

CONCEPT OF NATIONAL INCOME ACCOUNTING 

1) Gross Domestic Product (GDP): This is the total monetary value of all 

goods and services produced in a country within a year, by the residents of 

the country whether citizens or foreigners. It excludes earnings of citizens 

abroad but includes the earnings of foreigners in the country. No allowance 

is made for depreciation in the calculation of GDP, it is therefore the same 

as Gross Domestic Income (GDI). The GDP/GDI is used to determine 

whether the country is experiencing economic growth, decline or 

stagnancy. The formulae for GDP is:    

 GDP=AE=C + I + G. 

 Where AE=Aggregate expenditure 

  C= consumption  

 I= Investment 

 G= Government expenditure. 

2) Gross National Product (GNP): This is the total monetary value of goods 

and services produced by citizens or nationals of a country. It includes 

income from investment of citizens in other countries but excludes the 

earnings of foreigners or their investment in the country. No allowance is 

made for depreciation.  

Mathematically, GNP=GDP+ Net income from abroad. Thus, the formulae 

for GNP: 

 GNP=C + I + G + (X-M) 

 Where:  X=exports 

 M=imports. 
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3) Net Domestic Product/ income (NDP): This is the total monetary value of 

goods and services produced in a year by all the residents of a country and 

earning from their investments after allowance have been made for 

depreciation. Allowances are made for the wear and tear of capital ie 

capital consumption. Therefore, NDP=G.D.P - Depreciation. 

4) Net National Product: (NNP): This is the monetary value of goods and 

services produced by all citizens of a country and income from their 

investments within and outside the country after allowance have been made 

for depreciation. Therefore:  

 NNP=G.N.P - Depreciation 

5) National Income (NI): This is the monetary value of the total volume of 

goods and services produced or the total income earned in a given country 

over a period of time, usually a year. This is equal to the total income 

accruing to all factors of production in form of rent, wages, interest, and 

profit. Hence, NI= r + I + w + p  
6) Personal income (PI): This is the income or amount of money earned by 

individuals or households over a given period of time for engaging in 

economic activities. 

7) Disposable Income (DI): This is the income or amount of money that is left 

to an individual or household for spending and saving after the deduction 

of personal income taxes. Hence; DI= personal income - taxes. 

8) Per Capita Income: Per capita income or income per capita is the national 

income per head of the population. It is the national income divided by the 

total population of a country. Per capita income serves as an economic 

indicator of the level of standard of living and development. 

9) Real income: This refers to money in terms of goods and services it will 

buy. Real income is the national income expressed in terms of general level 

of prices. 

10) Cost of living: This is what it will cost an average family to maintain 

itself with the basic necessities of life. Cost of living is measured with cost 

of living index. When what it will cost a family to survive in an area is 

high, we said that the cost of living in that area is high, and vice versa. 

11) Standard of living: This is the level of economic well-being attained 

by individuals in a country at a particular time. The level of welfare is 

determined by the quantity and quality of goods and services consumed 

within a period of time. The higher the quantity and quality of goods and 

services consumed, the higher the standard of living and vice versa. 
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Factors that determining the national income of a country 

a. Availability of natural resources: A country with abundance of 

natural resources will experience increase in national income. 

b. The working population: The higher the working population of a 

country, other things being equal, the higher the national income and 

vice versa. 

c. Level of industrialization: Increased industrial activities can 

contribute positively to national income of a country. 

d. Nature of factors of production: The amount of capital, labour, land 

and entrepreneur will go a long way to in influencing a country’s 

national income. 

e. Level of technology: A higher technological development will 

improve or increase a national income. 

f. Political stability. 

g. Economic situation etc. 

 

 

 

 

WAYS OF MEASURING NATIONAL INCOME OF A COUNTRY 

National income can be computed in three ways; namely-income approach, 

output or net product approach and expenditure approach. 

A. Income Approach/method: This is obtained by adding incomes received 

by all the factors of production. The incomes to be added include wages 

and salary, interests, rents, profits etc. to avoid double counting, transfer 

payments such as payment to old people, beggars, gifts, etc. are not 

included. 

B. Output/Net Product/Value Added Approach: This is a method of 

calculating the monetary value of goods and services produced in a given 

country in a period under review usually a year. In order to avoid double 

counting, the figures are collected on the basis of value added. Value added 

is defined as the value of output less cost of input. 

C. Expenditure Method/Approach: This is the calculation of the total 

monetary value of expenditure on goods and services by government, 

business organisation, individual’s etc. within a country in a given period. 

Double counting is avoided by identifying and included only expenditure 
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on final goods and services. In calculating national income(Y) using the 

expenditure method, the formula is written thus; 

 Y=C + I + G + [X-M]     where 

 Y= National income 

 C= Private consumption expenditure 

 I= Private investment expenditure 

 G= Government expenditure on consumption and investment 

 X= exports 

 M= imports. 

 

 

Assignment 

1) Discuss at least 5 uses of national income data/figure.  

2) Explain fully 5 problems associated with national income measurement. 

 Note: This assignment should be inside your note. 

 


