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Q2.
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Q4.

General Instructions

1. This question paper contains two parts:
Part A: Macro Economics.
Part B: Indian Economic development.

2. All the questions in each section are compulsory.

3. Question Nos. 1 to 10 & 18 to 27 are MCQs or objective type questions
carrying 1 mark each (including case based questions).

4. Question Nos.11-12 & 28-29 are short- answer questions carrying 3 marks
each and are to be answered in 60-80 words each.

5. Question Nos. 13 to 15 & 30 to 32 also short answer questions carrying 4
marks each and are to be answered in 80 -100 words each.

6. Question Nos. 16-17 & 33 to 34 are long answer questions carrying 6 marks
each and are to be answered in 100-200 words.

PART - A (MACRO ECONOMICS)
Identify the missing item in the following flowchart : 1

Market Price

) )

Factor Cost

a) Depreciation b) Net indirect taxes

c) Net factors Income from Abroad d) Indirect taxes

Which of the following item will not be included while calculating NNPy,? 1
a) Private final consumption expenditure b) Consumption of fixed capital

c) Government Final consumption expenditure d) Net Export

Statement 1: National Income is the total value of goods and services produced in an economy,
measured at factor cost. 1

Statement 2: Transfer payments like old age pensions and unemployment benefits are included in
National Income.

a) Both statements are true. b) Both statements are false.
c) Statement 1 is true, Statement 2 is false. d) Statement 1 is false, Statement 2 is true.

Which of the statements is true about the relationship between planned savings and planned
investment? 1

a) When planned investment is more than planned savings, the national income may increase.
b) When planned investment is more than planned savings, the national income may decrease.

c) When planned investment is more than planned savings, there is no effect on the national
income

d) None of the above
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Q5.

Qé.

Q7.

refers to actual or realized saving in an economy during a year. 1

a) Ex-ante saving b) APS c) MPS d) Ex-post saving

In the following question, a statement of Assertion (A) is followed by a statement of Reason (R).
Mark the correct choice : 1

Assertion (A): The maximum value of the investment multiplier is equal to infinity.

Reason (R): The maximum value of the investment multiplier is o when MPC is 1, i.e., the whole
additional income is converted into additional consumption.

a) Both Assertion (A) and Reason (R) are true, and Reason (R) is the correct explanation of
Assertion (A).

b) Both Assertion (A) and Reason (R) are true, but Reason (R) is not the correct explanation of
Assertion (A).

c) Assertion (A) is true, but Reason (R) is false.
d) Assertion (A) is false, but Reason (R) is true.
Read the following statements carefully and choose the correct alternative from the following: 1

Statement 1 — In the context of equilibrium, desired investment expenditure is assumed to be
autonomous.

Statement 2 — Autonomous investment is income inelastic.

Alternatives:

a) Both the statements are true. b) Both the statements are false.

b) Statement 1 is true and Statement 2 is false d) Statement 2 is true and Statement 1 is false

Read the paragraph given below and answer the questions no. 8 & 9 that follow:

Q.8.

Q9.

Q1o0.

The Reserve Bank of India (RBI) announced on Friday that it will maintain interest rates
unchanged while ensuring ample liquidity to manage the government's high borrowing
requirements. The six-member Monetary Policy Committee (MPC) decided to maintain an
accommodative stance to support growth and address the economic impact of Covid-19, while
keeping inflation within target. Despite an expansive fiscal strategy in the Union Budget 2021,
the RBI affirmed its support through monetary tools. It has provided retail investors direct
access to government securities and adjusted the Cash Reserve Ratio (CRR) to absorb higher
government borrowings. The repo rate remains at 4 percent, with the reverse repo rate at 3.35
percent for banks. The Governor of RBI also announced a restoration of the CRR to 3.5 percent
in March and 4 percent in May for open market operations.

Which facility was extended to retail investors by RBI? 1
a) Tax rebates b) Direct access to government securities

c) Subsidized loans d) Free demat accounts

Which of the following is not a quantitative method of credit control? 1
(a) Open Market Operation (b) Bank Rate Policy

(c) Legal Reserve Requirements (d) Margin Requirements

Assertion (A): Gross Domestic Product (GDP) measures the market value of all final goods and
services produced within a country during a specific period. 1

Reason (R): GDP excludes the value of intermediate goods to avoid double counting.

a) Both Assertion (A) and Reason (R) are true, and Reason (R) is the correct explanation of
Assertion (A).
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b) Both Assertion (A) and Reason (R) are true, but Reason (R) is not the correct explanation of
Assertion (A).

c) Assertion (A) is true, but Reason (R) is false.
d) Assertion (A) is false, but Reason (R) is true.

Q11 a) “Basis of classification of final goods into consumption and capital goods depends on the
economic nature of their use.” Defend or refute the statement, with the help of a suitable
example.

b) ‘Natural calamities in the hill states of India have led to massive destruction of capital assets.’
Identify the type of loss (depreciation or capital loss) indicated in the aforesaid statement.

Give valid reasons in support of your answer. (1.5+1.5)
Q12. Complete the following table. (3)
Income (Y) Savings Average Propensity | Marginal Propensity
(in < crore) | (in Fcrore) | to Consume (APC) to Save (MPS)
0 (—) 30 - -
100 1 e
200 0-85
300 | 08 | e
OR
In an economy, the investment expenditure is Rs 70 crores, and the consumption function is
C=60+0.80Y.

a) Determine the equilibrium level of income;

b) Find the equilibrium income when planned investment expenditure is increased by Rs 10
crores;

c) Value of the multiplier due to an increase in investment expenditure.

Q13 a) How should the following be treated in estimating National Income of a country? Give valid
reasons. (2+2)

i. Profits earned by foreign banks in India.
ii. Expenditure on the upgradation of fixed assets by a firm.
b) How do negative externalities affect the welfare of the people? Explain by giving an example.
OR
Explain the problem of double-counting in estimating National Income, with the help of an
example. Also, explain two alternative’ ways of avoiding the problems of double-counting.
Q14 Distinguish between Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio (SLR). How do they
use to reduce the money supply in the economy? (4)
OR
Elaborate on the ‘Bankers Bank and supervisor’ function of the Reserve Bank of India.
Q15. Draw a straight line consumption curve. From it derive a saving curve. Explain the process of
derivation. Show in this diagram the point at which APC. (Average propensity to consume is equal
to one). (4)
Q16 a) On the basis of the data given below for an imaginary economy, estimate the value of Net
Domestic Product at Factor cost (NDPg¢)



Q17.

Q18

Q19.

S. No. Items _A}rmunr
fin < crore)
(i) Gross Domestic Fixed Capital 200
Formation -
(ii) | Exports 50
(iii) | Government Final Consumption
. 320
Expenditure
(iv) | Consumption of Fixed Capital 35
(v) Household Final Consumption -
) 470
Expenditure
(vi) | Inventory Investment (Net) (—) 40
(vil) | Imports G0
(vill) | Net Indirect Taxes 50
(ix) Net Factor Income from Abroad 20
b) State the steps for the estimation of national income by the Income method. (3+3)

Explain the determination of the equilibrium level of national income using the ‘saving and
investment’ approach. Use a diagram to illustrate your points. Additionally, explain the effects of
a situation where saving exceeds investment. (6)

OR

a) ‘Investment multiplier and MPS are indirectly related to each other’. Explain with the help of
a numerical example.

b) Read the following text carefully:

'Union Finance Minister stated, that investments in infrastructure and productive capacity have a
large multiplier impact on growth and employment and in view of this, capital investment outlay
is being proposed to increase steeply in the Budget 2023-24 by 1,000 crore'.

Based on the given text and common understanding, Explain the working process of the increase
in investment on the National Income, assuming the Marginal Propensity to Save (MPS) as 50%.

PART - B (Indian Economics Development)

Which of the following statements is not true about the demographic condition of India during
the colonial period? (1)

a) Infant Mortality Rate was very high.
b) After 1921, India entered the second stage of demographic transition.
c) Life expectancy was too high.
d) Female literacy rate was just 7%.
Match the following economic sectors with their characteristics on the eve of independence:

Sector Characteristic (1)
I. Agriculture i) Decline of traditional industries

. Industry ii) Low productivity and traditional methods

[ll. Trade iii) Poor connectivity and limited reach

IV. Infrastructure iv) High dependence on foreign trade

Alternatives:
a) I-(i) N-(ii) HI-(iii) 1V-(iv) b) I-(iii) H-(i) HI-(ii) 1V-(iv)
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Q20.

Q21.

Q22.

Q23.

Q24

Q25.

Which sector was given the highest priority in the Second Five-Year Plan (1956-1961)? (1)
a) Agriculture b) Heavy industries c) Services d) Transport
Small scale industries (Choose the correct alternative) (1)

i) Use Labour intensive techniques of production

ii) Shows locational flexibility.

iii) Are Less capital intensive.

a) Only (i) is true b) Only (ii) is true c) Only (iii) is true d) All are true

How did trade liberalization contribute to the New Economic Policy of 19917 (1)

a) By increasing tariffs on imports to protect domestic industries

b) By promoting competition, enhancing efficiency, and integrating India into the global economy
c) By nationalizing key industries

d) By imposing strict controls on foreign investment

Which source of credit had emerged to fully integrate the formal credit system into the overall
rural social and community development? (1)
a) Self — help Groups b) Regional Rural Banks
c) Commercial Banks d) Land Development Banks
From the set of statements given in Column | and Column Il, choose the correct pair of
statements: (1)

Columnll Columnlli

A. Outsourcing (i) An important outcome of the process

of liberalisation.

B. Foreign exchange (i) Initiated with the devaluation of the

reforms Indian rupee against foreign currency.

C.GST (iii) A direct tax

D. Contraction of public | (iv) A measure of privatization

Alternatives:

a) A-(i) b B-(ii) c) C-(iii) d) D-(iv)

includes all these processes between harvesting and final sale of the produce by the
farmers. (1)
a) Agricultural Marketing  b) Rural Marketing  ¢) Rural Agriculture d) All of these

Read the following paragraph carefully and answer the following questions no. 26 & 27:

Q26.

Human Capital can be defined as the body of knowledge possessed by the population and the
capacity of the population to use the knowledge effectively. Until the late 1950s, no economist
and any other social scientist did pay much attention to the role of investment in human beings as
an important determinant of economic development. The birth of this idea can be dated from the
presidential address of Prof. Theodore W. Schultze to the American Economic Association in
December 1960. As a result, the concept of human capital formation came to the lime light. A
circular relationship between human development and economic growth has come to be
established. Economic growth creates conditions for better health and education facilities, which
in turn spur economic growth.

Economists say that the main key player of economic development is . (1)
a) Human capital b) Physical capital c) Real Capital d) None of these
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Q27.

Qz2s.

Q29.

Q30.

Q31.

Q32.

Q33.

Q34.

means an improvement in quality of life and living standards in terms of measures of

literacy, life expectancy and health care. (1)

a) Economic growth  b) Economic Development c) Investment d) Capital growth

What was the two-fold motive behind the systematic de-industrialisation effected by the British
in pre-independent India? (3)
OR

What were the two main land reforms undertaken in India?

From the given pictures, answer the following questions:

Il l il

Moneylender ‘[he Self-help Group  Regional Rural ~ Co-operative  NABARD Rich Landlord
Government Bank Credit
(a) (b) (c) (d) (e) (f) (9)

a) Categorize the following pictures as ‘Institutional’ and ‘Non-institutional’ sources of rural credit.

b) State two objectives of establishing institutional sources of rural credit by the Indian
government.

What is the Green Revolution? Why was it implemented and how did it benefit the farmers?

Explain. (4)
a) Critically appraise the disinvestment policy initiated by the government during the reforms of
1991. (2+2)

b) ‘Globalisation is an essential outcome of liberalisation of an economy’. Justify the given
statement with a valid explanation

‘It would be unclear to say that, the growth of human capital lays the ground for the economic
growth of a nation.” Do you agree with the given statement? Support your answer with valid
illustrations. (4)

OR
What is the role of human capital formation? Explain. (any four)

Why is agricultural diversification necessary? State the benefits of diversification. What are the
two types of diversification? (2+2+2)

Giving valid reasons, state whether the following statements are true or false.

a) India followed unbalanced growth during the colonial rule.

b) The economic policies implemented in India between 1950-1990’s sought to promote
regional equality.

c) India has become a favourable destination of outsourcing, in post 1991 period. (2+2+2)

OR

a) Distinguish between:
i. Tariff and non-tariff barriers.
ii. Bilateral and multilateral trade

b) “Small-scale industries require a shield against large-scale industries.” In the light of given
statement, elaborate the steps initiated by the government in this direction. (3+3)

<&




