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Chapter -1

Nature and Scope of
Business Economics



#Q. Which economic system is the predominant in the modern

global economy?
NPTl Nt

All of the above




(®2.1 CAPITALIST ECONOMY

Capitalism, the predominant economic system in the modern global economy, is an economic
system in which all means of production are owned and controlied by private individuals for
profit. In short, private property is the mainstay of capitalism and profit motive is its driving
force. Decisions of consumers and businesses determine economic activity. Ideally, the
government has a limited role in the management of the economic affairs under this system.
Some examples of a capitalist economy may include United States and United Kingdom, Hong

Kong, South Korea etc. However, many of them are not pure form of capitalism but show

some features of being a capitalist economy.




Question ) #Q. An economy exists on which of the following two facts? @
NS

o Human wants are limited and the resources are unlimited
o Human wants are unlimited and the resources are absolutely scarce
e Human wants as well as resources are unlimited

o Human wants are unlimited but the resources are relatively scarce



Question ) #Q. In Economics, we use the term scarcity to mean

o Absolute scarcity and lack of resources in less developed countries
o Relative scarcity i.e. scarcity in relation to the wants of the society
e Scarcity during times of business failure and natural calamities

Scarcity caused on account of excessive consumption by the rich




- #Q. Consider the following and decide which, if any, economy is

- . \/—\NW
without scarcity:
NN

. The pre-independent Indian economy, where most people were farmers

A mythical economy where everybody is a billionaire

‘ Any economy where income is distributed equally among its people

’ None of the above




- #Q. Business Economics is

Abstract and applies the tools of Microeconomics

‘ Involves practical application of economic theory in business decision making

‘ In orporates tools from multiple disciplines

V\/\/WV\/\T_‘
\. (B) and (C) above S : d‘ 3
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Planned economies allocate resources via government
departments

Most transitional economies have experienced problems of
falling output and rising prices over the past decade

There is a greater degree of consumer sovereignty in market
economies than planned economies

Reducing inequality should be a major priority for mixed

economies ‘\.‘. +Q b

) #Q. Which of the following is a normative statement?

- B



- #Q. A study of how increases in the corporate income tax rate

will affect the national unemployment rate is an example of
\/\/V\/\N\/VM-—\

Macro-Economics
— —

. Descriptive Economics

‘ Micro-economics

‘ Normative economics

@




_ #Q. is concerned with welfare proposition. @
NS

\./Normative Economicsé__——-———/

. Positive Economics

(©) Both () and (B)
‘ None of these AP
o,



- #Q. The branch of economic theory that deals with the problem @
of allocation of resources is

. Micro-Economic theory @

‘ Macro-economic theory

. Econometrics

‘ None of the above




- #Q. Which of the following is not the subject matter of Business
Economics?

. Should our firm be in this business?

How much should be produced and at price should be kept?

N

. How will the product be placed in the market?

‘ How should we decrease unemployment in the economy?@
A e i i e PP



- #Q. Which of the following statements is incorrect?

W

Business economics is normative in nature \/

Business Economics has a close connection with statistics

‘ Business Economist need not worry about macro variables [ ¢ |

' Business Economics is also called Managerial Economics.
VW-—WW\/—




- #Q. In a free market economy, the allocation of resources is

determined by \/

T —

. Voting done by consumers

’ A central planning authority

. Consumer preferences ¥

Nt ™ e ™ —

‘ The level of profits of firms




#Q. A capitalist economy uses R as the principal
means of allocating resources.

E—— - —b

NS




#Q. Exploitation and inequality are minimal under:

. None of the above



- #Q. Economics is a branch of focused on the

production, distribution and consumption of goods and
services

. Natural science

’ Physical science

(<]

v— B



#Q. Which of the following is not an example of Capitalist
economy?

Bort e (]
‘ South Korea




- #Q. The concept of socialist economy was propounded by.......

97\1(!\_
. Karl Marx and Frederic Engels @ =

184UE

Maru;fg.do




- #Q. Under the pragmatic approach, economics is abstract and
- > \Mm_—-
purely theoretical ininature and takes assumptions: Becnesc

Sco —

\
. Practical, Unrealistic f;_( UH( J
G

Practical, Realistic @

. Theoretical, Unrealistic

‘ Theoretical, Realistic




- #Q. Business Economics is basically concerned with:

. Applied Economics

‘ Managerial Economics

| | o
‘ Micro Economics — He ey c‘% \\su.a\/\e&s. Sco.

‘ Macro Economics

25 R
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Chapter - 2

Theory of Demand

Ll@ Mavks]




- #Q. In the case of a Giffen good, the demand curve will usually be

LSS’ e

PT ot
. Horizontal PL DL
. Downward-sloping to the right P D

. Vertical P
@
‘ Upward-sloping to the right! "D\ © ? '




- #Q. For Giffen goods, the Engel curve is:

N YT L
yi/ bt
Y,
‘ Negative sloped @ Yo gnﬂ o
O Q' 42_ ':'



1estion #Q. What will happen in the ric'/e market if buyers are eercting @
higher rice prices in the near future? ' NS

v

‘A) The demand for rice will increase and the demand curve will shift to the right
R

The demand for rice will decrease and the demand curve will shift to the left

) The demand for rice will be unaffected as it is a necessity

D) The demand for wheat will increase and the demand curve will shift to the right

o
¥




- #Q. Conspicuous goods are also known as
i P

\‘ All of the above




tion ) #Q. The following diagram shows the relationship between price
| of Good X and quantity demanded of Good Y. What we infer
from the diagram is;

DD Ca YW

pradem L

. Good X and Good Y are perfect complements Y

®

’ Good X and Good Y are perfect substitutes

Price of Goo

' Good X and Good Y are remote substitutes

’ Good X and Good Y are close substitu@es@
s

—




- #Q. With a fall in the price of a commodity:
b W S S ﬂ

0 —
. Consumer’s real income increas@
C -~

. Consumer’s real income decreases

. There is no change in the real income of the consumer

‘ None of the above




aabior #Q. The diagram given below shows

@ A change in demand which may be caused by a
& rise in income and the good is a normal good

, A shift of demand curve caused by a fall in the
~ price of a complementary good

—

< A change in demand which is caused by a rise in
= income and the good is an inferior good (YT ) e @

A shift of demand curve caused by a rise in the
price of a substitute and the good is a normal good




Consumer Goods wil

- #Q. In case of unequal distribution of income in the country, the @
propensity to consum ill be and demand for
ill be . W




- #Q. According to Hicks and Allen the demand curve slope
e ™™ ™™ ™
downwards due to

. Law of diminishing marginal utility — ma‘JSh“ﬂf

. Income effect and substitution effect @
g 2

(© Either (A) or (B)
‘ None of these AP
5,




- #Q. Veblen effect -

. [t is a function of consumption of others Sno®
W Eas i

. [t is a function of price @

(©) Both () and (B)

‘ None of these




- #Q. The tendency of people to imitate the consumption pattern @

of other people is known as T . QY
—

e rem S

\‘ Demonstration —




Question ) #Q. Mr. X and Mr. Y are rich rivals and, in a party, Mr. X wears an @

expensive dress and on seeing it Mr. Y who also has the same \gJ
dress decided to reject the use of the same dress further.
Rather Mr. Y will try to use an even more expensive one.
Which effect affects Mr. Y? N

o Bandwagon Effect x

Demonstration Effect ¥
Snob Effect @

D ) Veblen Effect




- #Q. Identify the coefﬁcne f of price-elasticity of demand when

the pe! percentage increase in ‘the quantity of a good demgnded

is smaller than the percentage fall in its price:
e e

. Equal to one -/° A D { yA AP
’ Greater than one




Question > #Q. In the case of an inferior ood the income elasticity of

@

demand is:
Q\/ DD (s bnb’uf)"wv{
@ Positive @
?.' >o (;’ Va
o Zero
NOQ.Ml'p I'\{(MOL

@ gNegative@ 7< y hade
@ Infinite NLC&%""T waﬁ
Lo L8 L) (€N




Question ) #Q. If the demand for a good is inelastic, an increase in its price /.@
will cause the total expenditure oi the consumers of the good \W

to: i

Er<|
o Remain the same
v
PT TeT
Increase =
e Decrease
Any of these = SP”




GUSSISR)) #Q. When the numerical value of cross elasticity between two [fp 3
| NS

goods is very high, it means
e

The goods are perfect comple‘nents and therefore have to be used together

. Ec =0 |
B The goods are perfectsu utes and can be used with ease in place of one another

There is a high degree of substitutability between the two goods @

D) The goods are neutral and therefore cannot be considered as substitutes
Ec —{ €c=o[ un¥elate

@[\ R




Question ) #Q. If the price of air-conditioner increases from X 30,000 to @
X 30,010 and resultant change in demand is negligible, we \(\J

L S e
use the measure of to measure elasticity.

\@oint elasticity of demand since it is a small change

o Arc elasticity of demand since it is a small change

e Price elasticity based on average prices method

Any of the above




Question ) #Q. Suppose the income elasticity of education in private school

@
in India isWhat does this indicate \"Y

o Private school education is highly wanted by rich

o Private school education is a necessity

Private school education is a luxury@

We should have more private schools




Question ) #Q. If the organizers of an lmgomin cricket match decide to /.@

®@0 ® &

increase the ticket price in order to raise its revenues, what ;"4
they have learned from past experience is;

The percentage increase in ticket rates will be always @

equal the percentage decrease in tickets sold ==

. . PAice
The percentage increase in ticket rates will be always
greater than the percentage decrease in tickets SSIH—@

N
The percentage increase in ticket rates will be less than ¢ _ 740 '° e’ e o-S
the percentage decrease in tickets sold - /AR 20
(A) and (C) above are true ' @

& Q



Question > #Q. Let Qx = 1500/ Px, the elasticity of demand of the good X /.@\

when its price falls from X 8 to X 2 per unit, will be
T N

== —

CP: [Soo Kg\i_ 187.5 q= 'm:‘]_wo
/

P | «
83~ P Y
@ Equal to one 8 ——j ar £
e 75‘0 _ Sél§4)( &
D ) Can’tsay 7 tG—‘I--.'?




Question)#Q. Calculate the price elasticity of demand when the price @

increases from X 20 to X 22 and quantity demanded falls \(X/
from 300 to 200 units (Midpoint method):

P&
@ :: *2 L
AL 25
*@/-4.2
g, - &6 | f+fa
c " T ®aO_

® - =g W
= Soo




Question > #Q. Demand for electricity is elastic because

T3
MAlk

@ [t is very expensive

o It has a number of close substitutes

@ [t has alternatlwa/usgs\" MMH4 M%j UW@

@ None of the above




Question)**Q- The elasticity of substitution between two perfect @

= - W
substitutes is: TR g i QWY
CYo €<

d

o Zero
o Greater than zero [ Ec 2007

e Less than infinity (@
/

Infinite \{ D . :’?? .!




Question > #Q. Arelative price is

AR A T

o Price expressed in terms of money

o What you get paid for babysitting your cousin

@ The ratio of one money price to another \/

—

@ Equal to a money price




Question ) #Q. By consumer surplus, economlsts mean

CORORCRE)

Q’;‘m (e

The area inside the budget line above the price of the commodity

The area between the average revenue and marginal revenue curves
St e

The difference between the maximum amount a person is willing to
pay for a good and its market price { ra

The difference between the market price and the supply curve




Question ) #Q. Which o

CORORCRE)

ne is @e n assumption of the theory of consumer /.@
behaviour bas.e on analysis of indifference curves? NS

S

Given scale of preferences as between different
combinations of two goods
Nt e _——

Diminishing marginal rate of substitution _ DMR< \\~

i P N S

S )
Diminishing marginal utility of money@( o |
L W, = .

Consumers would always prefer more of a particular

good to less of it, other tthgs remaining the same iy 4 ﬁ
mm\v\‘ﬂ"" | ~
/ ) “..,



Question ) #Q. When economists speak of the utility of a certain good, they @

are referring to NS
B e Sy

o The demand for the good

The usefulness of the good in consumption

e The expected satisfaction derived from consuming the good [ < |

™ ™

The rate at which consumers are willing to exchange one good for another

)

£ &



Question ) #Q. The figure below shows the budget constraint of a consumer @

with an income of@ 90@ to spend on two commodities, 3/
namely ice cream and chocolates.

The prices of these two commodities respectively are:

e T T —

¥10and % 20 e j_?fi
fy
87 320and 310 : = lo
bandba g v,
10and X5 %’ (§°'°l
D Any of the above i




1estion #Q. The effect on consumer surplus of a fall in price fron@o@s @
NS

fA) A dectbase in consumer surplus by EFGR

) A decr)éase in consumer surplus by AER

) A decr)égse in consumer surplus by EFCR

None of the above @




- #Q. When price rises from F to E, the increase in revenue earned
by the seller is

' v

lPXO'

. Equivalent to area EFGR@

. Equivalent to area EFCR

‘ Equivalent to area AER

‘ None of the above

{
Quantity g



Question ) #Q. How would the budget line be affected if the price of both @

SUEE

goods fell? i ¢
BB L
I
The budget line would not shift N
X
The new budget line must be parallel to the old budget line
Nt S S — O
The budget line must be shifting to the left X N
The new budget line will have the same slope as the original so
N = s g

long as the prices of both goods change in the same proportion

| €l Redis ] ! RN




Question > #Q. The M the IC is from the origin, then

\ o,
o The lower is the satisfaction level &, o
. . . . '
The higher is the satisfaction level@ \

@ Same satisfaction level 3> a2

@ None of the above




Question ) #Q. Match the following

! (Ag Two perfect substitute &qu! | !! Linear Indifference Curve

(B) Two perfect complementary ﬂg.oods,l‘ (2) Monotonic Preference

(C) Indifference curve is always /\53) L-Shape Indifference Curve
f

e e ———.
(D) Higheg IC gives higher level o
Satisfaction

C S
@ B, OE,mE |\ o ferge
X ! |
(A)(3), (B)é), (C)(4), (D)(2) a\ P~ et L Cmr"

4) Convex to the origin
e WSO

P\\——

(A)(1), (B)(3), (€)(4), (D)(2) il © y

(A)(1), (B)(3), (C)(2), (D)(4)




Question ) #Q. With resEect to the properties of the indifference curve, @
which of the followiné%fﬁ%ﬁm N

CORORCRE)

—

Higher indifference curve represents higher level of satisfaction
e S

Indifference curve is a negatively sloped line
p T g SRS o I e

[ntersecting point of two indifference curves represents highestl -l
level of satisfaction

An indifference curve is convex to the origin



Question)#Q. A horizontal supply curve parallel to the quantity a)ﬂs

implies that the elasticity of supply is:




Question ) #Q. Contract@l\o’fiupply is the result of:

S
o Decrease in the number of producers Q B—L—

Decrease in the price of the good concerned

e Increase in the prices of other goods

Decrease in the outlay of sellers




Question ) #Q. In the book market, the supply of books will decrease if any
of the fOWv

§—

o A decrease in the number of book publishers

A decrease in the price of the book =) Coy\-h'aaﬁsw) @
An increase in the future expected price of the book

An increase in the price of paper used

™ ——




Question > #Q. The supRly function is given as@ = =100 + 10P) Find the /.@\

elasticity using point method, when price is % 15. QY

CQ: —lDO“'\"IO(I:j

=S O
————

B v




Question ) #Q. The supwve shifts to the right because of

Improved technology @
I

o Increased price of factors of production

e Increased excise duty

A e ™ ec—.

All of the above




concept.

. None of the above




tion ) #Q. Relation\sﬁj&%wien slope of supply curve and elasticity of

supply can be defined as

—

A Product of slope of supply curve and ratio of quantity supply to price

‘B ) Elasticity of supply is equal to the slope of supply curve l f >

S%& Slope o @
rodgct of reciprocal of'supply curve and ratio of price to quantity supplied

D ) Elasticity of supply is equal to rec1procal of slope of supply curve

-]
c, = orq - t ]

Slope, £ &




- #Q. Producer surplus is represented by the area:

%
. Above the supply curve and below the demand curve s

NG P
Below the supply curve and above the dem\grl(_i/ curve lD

. Above the supply curve and below the price line :'CJ v

‘ Below the supply curve and above the price line




Chapter -3
Theory of Production



#Q. According to , land has certain original and @
4 . \/\/\_/._\/\/W—
indestructible powers and these properties of land cannot be \\\4
destroye;a v




- #Q. Which of the following is not a characteristic of land?

v

. Its supply for the economy is limited

‘ [tis imm\g&ile
& ail Pa_gg%lé f(*-\o

[ts usefulness depends on human efforts

‘ [t is produced by our forefathers [:‘
D



- #Q. Which of the following statements is

. Accumulation of capital depends m on income of individuals
- et

. Savings can be influenced by government policies @ 1:: s
A e e ™ e ™™ ™ ™ ™ P e i

External economies 80 with size and internal economies with location
.
‘ The supply curve of labour is an upward slopping curveﬂ Ba W< :
I —

> Y/..




_ #Q. Diminishing marginal returns implies:

. Decreasing average variable costs

. Decreasing marginal costs

. . C
. Inc(reasmg margmal costsl )

‘ Decreasing average fixed costs

0




V\A

Question ) #Q. The “law of diminishing returns” applies to:

o The short run, bu;' not the longgun@

o The long run, but not the short run

e Both the short run and the long run

Neither the short run nor the long run




Question ) #Q. Use the following information to answer the questions

7D
NS

Hours of Labour Total Output Marginal product

0 =
o | 100- 100

B 2) s Y —so

3 240%\,@

180 @ What is the total output when 2 hours of labour are employed?

100

TP
200 TP = =mp

G
L2
v

N s




- #Q. If decreasing returns to scale are present, then if all inputs
- . \/\__/\
are increased by 10% then:

e

. Output will also decrease by 10% @

. Output will increase by 10% lo). = 'o'/.‘ =) CRS
e’/ = “/ — ARS
‘ Output will increase by less than 10%@

‘ Output will increase by mo}(e than 10%




tion ) #Q. The production process described below exhibi(s_.\\/ Chows @
, g N\ Y

Number of Workers Output mp

0 0. -
| 23 of 3
2 40 (7
3 50 O
MmPl
o Constant marginal product of labour
B Diminishing marginal product of labour@
e Increasing return to scale @
Increasing marginal product of labour }"' ‘

& 8§



#Q. The law of variable proportions is drawn under all of the

assumptions mentioned below except the assumption that
-~ s

The technology is changing\.””

e —— et

There must be some inputs whose quantity is
kept fixed

We consider only physical inputs and not
economically profitability in monetary terms

The technology is given and stable | .ﬁ,



- #Q. Marginal product, mathematically, is the slope of the

Q/\/ N—

. Total product curve@
-

’ Average product curve

‘ Marginal product curve

‘ Implicit product curve




#Q. Use the following diagram to answer the question given
below it

> .
4 T R A : :
% . ' Total Output
s i : v

uro

2
2

: <
: 2
=k
o
=
=
Output (Units per day)

i : :

Labour Input

© sixfifth

(workers per day)
‘-‘/Six- sixth The marginal physical product of the third unit of labour is
: ~ € ,the MPofthe ___{~ _labour is Negative

R - \y SN

Sl N
\ 4




- #Q. The most important function of an entrepreneur is to

e

. Lnnovate*@ K chumpetey

‘ Bear the sense of responsibility




stion ) #Q. Assertion (A): In the short run, a producer operates in onl)@ 7D N
@stage of Law of Diminishing Returns where average product \@/

of variable factor isﬂEclinjng@

® |Reason (R): In stage I and stage III the marginal product of
the fixed and the variable factors

respectively are negative.@

\

(A) is true and (R) is falsg @

Both (A) and (R) are true and (R) is the correct explanation of (A)

Both (A) and (R) are true and (R) is not the correct explanation of (A)

(A) is false and (R) is true




- #Q. The Cobb-Douglas homogeneous production function given

as: Q = L1/2 k1/2 exhibits. |||
. Constant returns to scale @

. Decreasing returns to scale

' )
‘ [Increasing returns to scale (@

@
‘ All of the above at various level of output % ’



Question ) #Q. In Cobb-Douglas production function, if labour elasticity and

capital elasticity is more than 1, it refers to:
NP - ~

X
o Increasing return t
5 &
‘B ) Constant return to scale 0 = RAFETE

Increasing return to scale [ C | fe = (e <

QAth >l = IR

‘D ) Decreasing return to scale

atbs|= pDps =@'



Question ) #Q. Iso-Quants shown in the above figure exhibits:

1. Perfect substitutability of factors X

2. Perfect complementarily of factors

3. Fixed proportion production function v
4. Variable proportion production function

o 1 and 2 only YA

FactorY

e 3 and 4 only
[Emd 3 onlyT = - . @

0 Factor X =

@

\/




Question ) #Q. Match List I with List II and choose the correct answer using

the codes given below.

(A! MP‘(js larger than AP —~ | (1) AP s atits maximum

e — e —— S —

(B) MP is equal to AP ) AP is falling
(C) MP is smaller than AP ‘(’3) AP is rising
—

X
A1), (B)(2), (©B3) |
e N
(A)(3) B)(l) o (3 L
-}
()’E)(B)(s) ©)1) - R
W3, B)(2), ©1) )



tion #Q. Assertion (A): An Iso-cost line is a straight line. @
Reason (R): The market rate of exchange between the two

inputs is constant. o
3lope d lco-cond
. (A) is true and (R) is false L . @

O =N P
(A
Both (A) and (R) are true and (R) is the correct explanation of (A)

\/\/\M

' Both (A) and (R) are true and (R) is not the correct explanation of (A)

’ (A) is false and (R) is true

~ B



- #Q. Atshut down point:
o "

. Price is equal to AVC

‘ Total revenue is equal to TVC

‘ Total loss of the firm is equal t@
(®) Allofthe above B

T ——




#Q. The marginal cost curve intersects the average cost curve
o N il e T e S SRR e —

when average cost is:
A\

M C
. Maximum At C

O




- #Q. If the total cost of manufacturing commodity ‘A’ is X 1,50,000.
Out of this 1mpllc1t cost is X 80,000 what will be explicit cost:

w

lmp + € =
(A) 795,000 _r‘f ]
& ',Soooo
’ % 1,25,000 Gopee -
Y
© =80,000 gl
/

@) 70,000




#Q. Which is the other name that is given to the long run average @
cost curve?

‘ Indifference curve




- #Q. Which of the following function can never be delegated [1)% @

the entrepreneur? = et vl Nl
v

s fer,

[nitiating the business enterprise

N ™

‘ All of the above @

y- -



- #Q. Profitis the reward for bearing
A 25

N,

Foreseeable risk 'Mw(dnc -

‘ Uncertainties

‘ Both of the above

. None of the above



As per frank knight, Profit is the reward for bearing Uncertainties @
N

As Foreseeable risk like fire, theft can be insured.
™




- #Q. Under the law of variable proportion, Stages I and III are
called

\ﬁ:onomic éﬂsurdity — Non-Sence

. Economic Stability

Shoge L 57‘7VJ efe v

‘ Economic Equilibrium

‘ All of the above




Question ) #Q. Cirgﬂating czlpital means:

o Capital is a durable source which gives returns for a specific period

Interest generated from capital and reinvested to earn more interest

Capital performs its production function in single use and is not used further@

-3
\ ',

Used for a series of services over a period of time




Question ) #Q. Given the following data, calculate the missing values:

L TP MP
| 200 200
2 380 180
3 160
4 680 —|_

@_ 8o Y120

What is the Average Product of the 5th unit?

nps. T < B

i

-

= 60

Gy




- #Q. Fi)ggg cost are a function of:

‘ They can never be changed



- #Q. Which of the following cost curves is never ‘U’ shaped?

Mc
Ac

. Average cost curve Avc

Afc

. Average variable cost curve

‘ Average fixed cost curve.r @




Question ) #Q. Total cost in the short run is classified into fixed costs and @

variable costs. Which one of the following is a variable cost? \\24

Cost of raw materials \/

o Cost of equipment

e e g

e Interest payment on past borrowings (@
/

\ﬁ

Payment of rent on building ”? y ‘
. )



Question ) #Q. In the short run, when the output of a firm increases, its /.@
average fixed cost: NS

L

oT— Afs

|
o Increases
o Decreases@

Afc

e Remains constant —— =

First declines and then rises




Question ) #Q. Use the following data to answer questions

output  KOIENEIERERERK:
P A 240 |330| 410 | 480 | 540 | 610 | 690

The average fixed cost of 2 units of output is:

(A) =30

X85
B g,
% 120 Afc =T _ A4° —peo

5
Z 205 5

TC ok Zevo ovdph = TF<




Question>#Q. The negatiyely-sloped (i.e. falling) part of the long-run @

NS

average total cost curve is due to which of the following?

—_—

|
LA

"
//
o Diseconomies of scale \\x,\_///

o Diminishing returns b

@ The difficulties encountered in coordinating the many activities of a large firm
LN,

~dlll »

@ The increase in productivity that results from specialization

L4

TRy




Question>#Q. The positively sloped (i.e. rising) part of the long run @

NS

average total cost curve is due to which of the following?

Diseconomies of scale@ t \}/

Increasing returns

LAc

The firm being able to take advantage of large-scale

N

production techniques as it expands its output

@000

The increase in productivity that results from specialization




Question ) #Q. In figure below, possible reason why the average variable @
cost curve approaches the average total cost curve as output \\24¢

G

rises is:

Fixed costs are falling while total
costs are rising at rising output

Total costs are rising and average
costs are also rising

Marginal costs are above average
variable costs as output rises

Average fixed costs are falling as
output rises

Cost

MC

ATC
AVC

Quantity
L J




Question ) #Q. The LAC curve which envelops the family of SAC curve, is “U” @

shape because: NS

All SAC curves are U shapg

o Law of variable proportions

[
Law of Return to scale/ C | 55
© LawofRe [T &

All of the above | » .‘
,




Question>#Q. Empirical evidence shows that the modern firms face @

NS

LAC -

| —

L

o U- shaped .

o Boat shaped K
e

@ L- shaped @
@ Linear




Question > #Q. arises due to endogenous factors?

¥ l

‘r\ff znexg

o External economies

Internal economies @
s

(© Both (A)and (B)

@ None of the above



Chapter - 4
IS Mmavke




Question ) #Q. In Economics, we are concerned with:

R R P S N

Qentiment=-
Ve ey

4
@ Exchange value only =) Py ice

@ Both value in use and exchange value

@ None of the above



Question > #Q. Secular period is also known as

@ Very short period — Mawked P‘Q—"“’d
/

@ Short period
@ Very long period lC,I

.

@ Long period




Question > #Q. Stock exchange market is an example of
N e T

@ Unregulated market

@ None of the above




Question)#Q. Example of a commodity said to have an International @

NS

Market.

#

o Perishable Goods

High Value and Small Bulk Commodities@
o~ e —

@ Product whose trading is restricted by government

@ Bulky Articles




Question )#Q. Women primarily wear Traditional Assamese Saree in @

Assam and adjoining areas, is an example of: \."J

o National Market X

Regional Market Vi

e Local Market K

International Market w



- #Q. The market for the ultimate consumers is known as
S ———

. Whole sale market

. Regulated market

‘ Unregulated market

‘ Retail market @




Question ) #Q. Inavery short period market:

o The supply is fixed
I e
o The demand is fixed

e Demand and supply are fixed

None of the above

-8B



- #Q. Time element was conceived by
I

. Adam Smith
‘ Alfred Marshall
. Pigou

‘ Lionel Robinson




#Q. When e > 1 then MR is

7D N
NS

/

MR = HR(€ ') AKC l = 0
el &=2 ®/
24|l = 0% =
RS S Sh




#Q. Whene =1then MRis




#Q. Whene <1 then MRis




Assume that when price is X 20, the quantity demanded is 15

units, and when price is X 18, the quantity demanded is 16

units. Based on this information, what1s the marginal
revenue resulting from an increase in output from 15 units

to 16 units? F K\g\TR =pPxO

Jo 1€ 3es

g 16 3 8%

p— W S— /

2  [(6-«

IR = atTe 38%3& -----.--‘-"):‘::"\l
l

e 44

L4
L

TR ]

L

>



Question ) #Q. Suppose_a firm is producing a level of output such that @

MR > MC, what should be firm do to maximize its profits? N\
- —

o The firm should do nothing

o The firm should hire less labour m RS MC :@
e .

The firm should increase plﬁce

The firm should increase outputi ‘DI

me &me = O




Question ) #Q. Which of the following is not an essential condition of pure @

comEetition? \"Y

o Large number of buyers and sellers
e B o, N

o Homogeneous product
\N

e Freedom w
Absence of transport costé l




Question > #Q. What is the shape of the demand curve faced by a firm under @

perfect competition? 47
g

@ Positively sloped

y L]
@ Negatively sloped N ‘
/)



Question > #Q. Which is the first order condition for the profit of a firm to be /.@\

maximum? \ Y

A) AC=MR o

B MC=MR MR

C) MR=AR o

D) AC=AR =
b
";.l



QuestionD#Q- Which of the following is not a characteristic of a /.@\

NS

B
)

“price-taker”?

@ Negatively - sloped demand curve @

@ Marginal Revenue = Price



Question > #Q. Which of the following statements is false?

L —

Qo6 e

v

Economic costs include the opportunity costs of the resources owned
by the firm
. . . . \/
Accounting costs include only explicit costs
R

Economic profit will always be less than accounting profit if
resources owned and used by the firm have any opportunity costs

Accounting profit is equal to total revenue less 1mp11c1t costs

TR~ expc ﬂfcco\)ﬁ‘\‘\g
W’(

%ﬁ



Question ) #Q. With a given supply curve, a decrease in demand causes @
NS

m

o An overall decrease in price but an increase in equilibrium quantity

o An overall increase in price but a decrease in equilibrium quantity

e . ) @ O pol
An overall decrease in price and a decrease in equilibrium quantity e

No change in overall price but a reduction in equilibrium quantity

&
on

& Q



Question ) #Q. Itis assumed in economic theory that

Decision making within the firm is usually undertaken by
managers, but never by the owners

The ultimate goal of the firm is to maximize proﬁts@
regardless of firm size or type of business organization

As the firm'’s size increases, so do its goals

The basic decision making unit of any firm is its owners v

24

g &



Question ) #Q. If supply increases in a greater proportion than demand

000

V\/\‘W-‘ ﬂ

The new equilibrium price and quantity will be greater than the
original equilibrium price and quantity

The new equilibrium price will be greater than the original

equilibrium price but equilibrium quantity will be higher G ( Pd cP‘l‘)

The new equilibrium price and quantity will be lower than the
original equilibrium price and quantity
v @&,

The new equilibrium price will be lower than the original

equilibrium and the new equilibrium quantity will be higher f “T) l \




Question ) #Q. Suppose the technology for producing personal computers @

improves and, at the same time, individuals discover new \J/
uses for personal computers so thamer
utilization of personal computers. Which of the following

will happen to equilibrium price and equilibrium quantity?

T T
o Price will increase; quantity cannot be determined S T= T

o Price will decrease; quantity cannot be determined
[T] S DU
@ Quantity will increase; price cannot be determined
%.@
/i

| . . < Y
Quantity will decrease; price cannot be determined



- #Q. Which of the following is not a characteristic of monopolistic
competition? "

. Ease of entry into the indust

. Product differentiation

‘ A relatlvely large number of sellers

‘ Fomogeneous product }a ‘%d




- #Q. Monopoly may arise in a product market because

C—

A significantly important resource for the production
of the commodity is owned by a single firm

The government has given the firm patent right to
produce the commodity

The costs of production and economies of scale makes
production by a single producer more efficient B N a‘ NG
e I e e B ——

All the above _/ Mone W\T




jestion ) #Q. Price-taking firms, i.e,, firms that oEerate in a Jgerfectly
| competltlve market, are said to be “small” relative to the
market. Which of “the followmg best describes this
smallness?

‘A) The individual firm must have fewer than 10 employees X

3) The individual firm faces a downward-sloping demand curve X

) The individual firm has assets of less than X 20 lakhs x

/

) | The individual firm is unable to affect market price through its output decisions
2\ 0@

¥




- #Q. Fora Brice-taking firm:

¥l
. Marginal revenue is less than price
[t
. Marginal revenue is equal to pric@ R': M R T

-

‘ Marginal revenue is greater than price

‘ The relationship between marginal revenue and price is indeterminate

(e

\



- #Q. Average revenue curve is also known as:
Q’W

. Profit Curve
‘ Demand Curve \/

. Average Cost Curve

‘ Indifference Curve




- #Q. Discriminating monopoly implies that the monopolist

charges different prices for his commodity:

. From different groups of consumers

For different uses

e
‘ At different places (@)
Nt N ' /

@
‘ Any of the above » ’



#Q. Price discrimination will be profitable only if the elasticity of
demand in different sub-markets is:




Question ) #Q. In the context of oligopoly, tl&kinked demand hypothesis is @

designed to explain 47




(_M

) #Q. The kinked demand curve model of oligopoly assumes that @

NS

The response (of consumers) to a price increase is less p
than the response to a price decrease

The response (of consumers) to a price increase is more £Y

than the response to a price decrease

The elasticity of demand is constant regardless of
whether price increases or decreases

the elasticity of demand is perfectly elastic if price @
increases and perfectly inelastic if price decreases b~




Question ) #Q. A purely competitive firm’s supply schedule in the short run @

NS

lsde termined by

o [ts average revenue

&,\o‘('{' TW)
[ts marginal revenue
e [ts marginal utility for money curve

[ts marginal cost curve @

oL




Question > #Q. When [ , we know that the firms are /.@

earning just normal profits.
-

NS

(&) AC=AR@ M — Novmol Brogid

(B) MC=MR AR > Ac — Abnovenod pavpat ]_{_’!f
© Mc=ac -

(@) e AR L Ac— gfana"\lO o

\-‘Ji 4

L4

2

~dll »

 Rescad



Question)#Q. The market for hand tools (such as hammers and /.@
’ - - S —
screwdrivers) is dominated by Draper, Stanley, and
Craftsman. This market is best described as

NS

o Monopolistically competitive

o A monopoly

e An oligopoly @ J’ |©
Perfectly competitive




Question > #Q. Price discrimin?tion is one of the features of

o Monopolistic competition

o Monopoly .~

@ Perfect competition

@ Oligopoly



Question ) #Q. Atprice P1, the firm in the figure would J.’m.@_ce @
47

Price MC ATC
AVC

P,
o Zero output i hl n e
I i 8 g
o 03 P,Ll/l/ f . P, = MR,= AR, = D,
© o

6 -
Q 0 Q1 Qz Q::Q4 Qs Qo Q, Q Qs Quantity
per time a’

P,=MR,= AR, =D,




- #Q. PUIE oligolloly is based on the products

. None of the above



- #Q. In oligopoly, when the industry is dominated by one large
firm which is considered as leader of the group, then it is

called:

. Full oligopoly

‘ Collusive oligopoly @L’

‘ Partial oligopoly- @ /

. Syndicated oligopoly ",

rhoalized b E
g @I/ l .’



- #Q. When the products are sold through a centralized body,
oligopoly is known as .

. Organized oligopoly
. Partial oligopoly

‘ Competitive oligopoly

‘ Syndicated oligopoly @ |
8



Question ) #Q. When the monopolist divides the consumers into separate @

sub markets and charges different prices in different \\24
sub-markets it is known as

o First degree of price discrimination
o Second degree of price discrimination

e Third degree of price discrimination

None of the above

-8



- #Q. Under the monopolist will fix a price which

will take away the entire consumers’ surplus.

. Second degree of price discrimination

’ First degree of price discrimination \/

. Third degree of price discrimination

‘ None of the above



- #Q. Price discrimination is related to

. Time'"

‘ Size of the purchase

‘ Income
‘ Any of the above @




- #Q. The ﬁrgl and the industry are one and the same in

R

. Perfect competition

‘ Monopolistic competition




- #Q. The demand curve of a monopoly firm will be
\/‘\_/

. Upward sloping

‘ Downward sloping




Question ) #Q. Natural Monopoly arises when

o There is enormous goodwill enjoyed by a firm
o There are stringent legal and regulatory requirement
e There are very large Economies of Scale

There are Business Combinations and Cartels




Question H #Q. Combination of Monopoly Market and Monopsony Market is
> called as @

NS

o Duopoly Market

o Oligopoly Market

@ Bilateral Monopoly Market @ ih

a4t pA
@ Monopolistic Market Slrz((/ﬁel‘%—sl'}(}»&%\\ ,

|




Question > #Q. A firm reaches a break-even point (normal profit position) @

NS

where,

@ Marginal revenue curve cuts the horizontal axis

'Y
o Marginal cost curve intersects the average variable cost curve

@ Total revenue equals total variable cost ( TR:TVC’-—'SJWW" -—)’ur)
@ Total revenue and total cost are equal [E-ﬂ__. ( s VN




Question > #Q. Which of the following is an essential condition for price @

discrimination? Choose the correct answer using the codes \\2¢

given below:
Existence of two or more than two markets

Full control over the supply

Communication between buyers in different sectors of

the monopolist’s market X
Existence of different elasticity of demand in different

markets. -

No possibility of reselling a commodity at a higher price

in another market. -«

1,2,3and 4 2,3,4and 5 @ 3,4and 5 \@1,2,4and5

I B C R (A [

L= =}
;

.E
B




aatian #Q. In monopoly, the relationship between average and

marginal revenue curves is as follows:
. o —

'A) AR curve lies above the MR curve @

MAAMM

) AR curve coincides with the MR curve

O
) AR curve lies below the MR curve

AR IMR MR

l S%AK
R

D) AR curveis parallel to the MR curve




- #Q. In long run equilibrium the pure monopolist can make pure
profits because of Z
S -
S’q‘-e*r

. Blocked entry@ NOYM’;P

‘ The high price he charges

‘ The low LAC costs

. Advertising ﬁ,



- #Q. classified three degrees of price discrimination @
NS

. Alfred Marshall

‘ Prof. Pigou - @

. Hickes and Allen

‘ Adam smith




Chapter - 5 © The Greatd

Depress \5v)

Business Cycles '
“Tgade Cycles @wwk
Qoeo




Question > #Q. The term business cycle refers to @
NS

™ st —————————
\x N
o The ups and downs in production of commodities 6O —

The fluctuating levels of economic activity over a period of tim@

@ Decline in economic activities over prolonged period of time

@ [Increasing unemployment rate and diminishing rate of savings



Question > #Q. A significant decline in general economic activity extending @

NS

over a period of time 1



Question ) #Q. The trough of a business cycle occurs when

_—————_——,,———_———_

lowest point.

N

o Inflation in the economy

o The money supply

e Aggregate economic activity [C

The unemployment rate

f

hits its P
— (g




Question > #Q. The highest point in the business cycle is referred to as the @
NS

¢ B



Question ) #Q. A variable that tends to move later than aggregate economic @

activity is called v, NS

o A leading variable

o A coincident variable

A lagging variable Wi
A cyclical variable



Question ) #Q. Industries that are extremely sensitive to the business cycle /.@
are the

NS

o Durable goods and service sectors
o Non-durable goods and service sectors

e Capital goods and non-durable goods sectors

Capital goods and durable goods sectors\/
P

\NN’V'- . R



Question > #Q. Which of the following does not occur during an expansion? @
(’\—_—_—__-_——-——__—————__—-‘

NS

o Consumer purchases of all types of goods tend to increase

o Employment increases as demand for labour rises
T g

@ Business profits and business confidence tend to increase

@ None of the above@




Questign)#Q. During recession, the unemployment rat
WW\
output@)\/.

P‘

Rises; fils @

B ' Rises: rises

@ Falls; rises

D  Falls; falls




Question ) #Q. Leading economic indicators
M—

X
o Are used to forecast probable shifts in economic policies

Are generally used to forecast economic fluctuations @

e Are indicators of stock prices existing in an economy

Are indicators of probable recession and depression




Question>#Q- Peaks and troughs

collectively as

\

o Volatility
Turning points v

e Equilibrium points

Real business cycle events

of the business cycle are known

W




Question ) #Q. The most probable outcome of an increase in the money

supply is

. interest rates to rise, investment spending M Tuld ’)

to rise, and aggregate demand to rise — =

®

. interest rates to rise, investment spending ’,\V 2iHmend /5
to fall, and aggregate demand to fall J/ =

@

‘ interest rates to fall, investment spending DDT
to rise, and aggregate demand to rise -

e —

interest rates to fall, investment spending
to fall, and aggregate demand to fall




) #Q. Which of the following is not a characteristic of business @
| cycles? =

Business cycles have serious consequences on the well-

being of the society .~

Business cycles wgriodically, although they do not
exhibit the same regularity

Business cycles have uniform characteristics and cat s( c |

Business cycles are contagious and unpredictable

\N—




#Q. According to P trade cycles occur due to onset of
innovations. '




- #Q. Which economic indicator is required to predict the turning

point of business cycle? %7 \/‘,

3IGTET

. Leading indicator %
‘ Lagging indicator([)m ) &’o’efd&’( a ture

‘ Coincident Q&L{/m )
‘ All of the above @ —
15}



) #Q. Business cycle generally originate in free market economies, @
| \\."Z

what 53 fres market economy

The economy where government is in possession of major assets

The economy where private firms control major assets @

\N’ W e

The economy where decisions of productions are taken by public
sector undertakings

The economy where price is controlled by government




- #Q. Which of the following statements is correct?
B ————————————

The businesci cycle largely affects the agricultural sector X

The business cycle largely affects small employees X

The business cycle generally affects all sectors of

economy but business sector in particular{ C '

N

The business cycle affects low wages workers -



- #Q. According to Keynes, fluctuations in Economic activities are

due to-.

. Fluctuation in aggregate effective demand @
Q’-\_____ e ——— i

’ Innovations

. Changes in money supply

‘ Fluctuation in agricultural output

v— B



- #Q. Which of the following is the cause of business cycles?
( Nt =

. Fluctuations in aggregate effective demand

. Fluctuations in investments

‘ Fluctuations in government spending

‘ All of the above @\




) #Q Suppose in an economy the population growth rate

remained 6% during last 5 years while the economic growth
6/.> 3. rate during the same period was just 3%. 3

What will be the consequences of it? SelWon

from the options given below.

Lesser savings — Lower investment— Low income and employment— Low
" - W . . . -
effective demand — Overall slowdown in economic activities

\/\_’-\

More consumption expenditure— more demand— more production— more
employment and income — Overall boom in economic activities

Increase in Labour supply— Lower wage rate— Low income — Low savings
and investments — Low production— Overall slowdown in economic activities

None of the above @

Gy

¥



- #Q. Which of the following statements is correct regarding
business cycles?

e

. Business cycles always affect all sectors uniformly

D —

. Business cycles may Effect all sectors uniformly

& herer > T
' Business cycles do not affect all sectors uniformly v Intem

V\NV\A’\/E
' None of these




- #Q. Cyclical business refers to
Nl I

The business where demand fluctuates seasonally

The business which keep on changing their product

The business whose fortunes are closely related to

the rate of economic growth @

All of the above /\/\/




- #Q. In Recove hase of business cycle, the process of reversal
i§ initially felt in the:

. Capital market

‘ Agriculture market

. Financial market




Chapter - 6

DETERMINATION OF

NATIONAL INCOME
| S Maks




- #Q. National Income Accounting was pioneered by

s )

o
a «Vﬂ:\

. Simon Kuznets

’ Simon Kuznets and Richard Stone @
R, Q™ ™

. Simon Kuznets, Richard Stone, and Alfred marshall

‘ None of these




- #Q. Which of the following ministries is responsible in India for

N

the compilation of National Accounts Statistics?
Q/\A

. Ministry of Commerce and Industry

. Ministry of Social Affairs

' Ministry of Finance

' Ministry of Statistics and Program Implementation




- #Q. The state-level estimates are typically prepared by the State
. e R -
Income Units of the respective states.

Whiéﬁorganization is primarily responsible for this task?

. Directorates of Economics and Statistics (DESs) @

™ N N
. Central Statistical Organization (CSO )

£ o

N

yis

:

' Ministry of Finance

' Reserve Bank of India



-#Q. Which of the following is @

computation of the national income?

the limitation in the @
NS

[ssue of transfer payments
L

’ Services of durable goods

. Difficulty of incorporating the distribution of income

‘ Quality improvements due to technological innovations @




) #Q. In preparation of state income e‘stiAWties
railways, communications, banking, etc. that cut across state

and thus their economic contribution cannot be assigned to

any one state directly are known as

. Super regional sectors

’ Super sectors
’@Regional Se@[ i

’ Regional sectors




- #Q. method may be most suitable for developed
economies S e

S —————

. Expenditure method
. Income method \/
‘ Production method

‘ None of the above




- #Q. The GDP per capitais — & DF
T e R L =
Popn

o b
J
. A measure of a country's economic output per person Ca Erfq

P

‘ Actual current income receipts of persons

. Natlonal | income divided by population NN P e ‘)% C»«JHG \qLOW\(

D pA
\,. (A)and (C) above ( opP @

|

4
L



- #Q. Which of the following is an example of transfer payment?

. Old age pensions and family pensions

\/\'

Scholarships given to deserving diligent students
T e

. Compensation given for loss of property due to floods

All the ab@@




- #Q. Mixed income of the self-employed means
T

. Net profits received by self-employed people

. Outside wages received by self- employed people

Combined factor payments which are not distinguishable

‘ Wages due to non-economic activities




Question ) #Q. The concept of 'resident unit' involved in the definition of P

GDP denotes .

A business enterprise which belongs to a citizen of India with
production units solely situated in India

The unit having predominant economic interest territory in the country
for one year or more irrespective of the nationality or legal status

A citizen household which had been living in India during the accounting
year and one \v_v,hose economic interests are solely in India

Households and business enterprises composed of citizens of India
alone living in during the accounting year India




- #Q. Choose the correct statement

v

GNP includes earnings of Indian corporations overseas and Indian

residents working overseas, but GDP does not include these

NNPy. = National Income = Elﬁ income (factor earned domestic
territory) ;N FIA

Capital goods and inventory Investment are excluded from
computation of GDP

.‘ NDP,, = GDPy, &Depreciation




Question ) #Q. If factor income from abroad is positive, then

v

o National income will be greater than domestic factor incomes@

| NI >D1
National income will be less than domestic factor incomes @

D.-I+NfA= N
O

e Net exports will be negative

V NI<OL
Domestic factor incomes will be greater than national income &
| ¢



Question > #Q. Real GDP increase over time due to the following reason/s: /.@\
NS

@ Increase in production of goods @
o~ -

o Increase in the prices of goods

(© Both (A)and (B).

@ None of the above




Question > #Q. v is a price index that is calculated by dividing the

nominal GDP in a given year by the real GDP for the same
year aid multiplying it b

®

(A) GDP Deflator &
_,_\L X190
(B) GDP Inflator R

@ GDP Velocity

@ GDP Accelerator




Question ) #Q. What is Real GDP if Nominal GDP is ¥ 5,75,000 and GDP @

Deflator is 143.75. \ "

\@ 2 4,00,000 G DP deflatet = %X 120

(B) 826,563
Resl = E?Sff_?. x o2 o
@ 31,25,000 Y27 (8
4

— : ]
@ None of these = Faoune ”? ‘
3




Question ) #Q. Since ngglinal GDP and real GDP must be th in the @

NS

base year, the geﬂator for the base year is

o Always Zero
Always 100 @ /%@

e Always Equal to Nominal GDP

Always Equal to Real GDP



@

#Q. Considering the data given in the table below calculate the Inflation rate

ofyeal@ Yy - )glgﬂvg
Year | Nominal GDP | Real GDP |\GDP Deﬂato=rj 19
0 900 900 100
1 1200 1000 120 2
2 1500 1200 125 \qfw"“ yate (o’
3 1800 1250 (144) QDPMA"‘}' $eft 9
4 2000 1600 125

A 13.19%

. 15.20%._ 19%



- #Q. - _is the income received by the household sector

includitn,g Non-Profit institutions serving households.

. National income
. Private income
B




tion ) #Q. What does Disposable Personal Income (DPI) represent?

. The total income earned by individuals before taxes

’ The income individuals have for consumption or saving@

' The total savings accumulated by individuals

’ The total income of a country's government




- #Q. What are thuded in the circular flow of income?
47

. Production, Saving and Expenditure

. Production, Income and Taxation

l COMA_ E:va\
‘ Productlon Distribution and Disposition @

‘ Income, Saving and Investment

-1



is the flow of goods and services between firms and
households. ~— — — =

‘ Generation Flow




- #Q. In respect of the following data, what will be the national
income using the expenditure method?

Private final consumption: 25,000
Government final consumption: 12,000 @
Def - Net Domestic capital formation: 6,500 +©

Net Export: - , @
Net factor income broad: 1000

Net Indirect Taxes: - +1,500
. 349,500 ClDFM‘)= C s LHGS (X:):‘/
= oo SRS
'/¥48,000 S e 1 22
— “UBso< )a
G - A-t =
\Ife, =4 86, N+ - 24 t -

= Ugsoo-1s Tlooo ™ *




#Q. Which of the following is the correct expression of the Short-
run aggregate demand function?

=C+1

=TT st X

=C'+ ] pAD = c+T 1Y
=C+T] D = (/—\-I‘(’CM'Q(—MJ




- #Q. Keynes believed that an economy may attain an equilibrium
level of output

. @t the full-employment level of output

. Above the full-employment level of output

‘ Bglow the full-employment levgl of output [ T \

‘ None of these




- #Q. The Keynesian assumption is that consumption increases
with an increase in l Iii osable income. If the increase in

disposable income @ then what may be the increase in
consumption?

. Less than 30% @ Vd T CT

’ Equal to 30%

. More than 30% =

‘ Any of the above




#Q. If the consumption function is(20 + hen an increase
in disposable income by 100 will result in an increase in

expenditure by consumer
N -

Mo
ay
oS = &<




- #Q. If (Q = -30 + 0.25 (@ then what will be the Consumption

Function (C)? e - -

(&) c=30+025(y) 7
® c--30+075() 4*:'5 /|

© C=30+0.75(yl@ -
C

i) J
® c=-30+025() MRS  MPe

[szo-\o




Question ) #Q. Under equationLC =a+ bir}@:c:&j_}, what is the value of the @

2-sector investment expenditure multiplier? \"J
C—~

)
\

\
K = = —
4 HAI fgﬁ ("’Né—
2
- ol i
@ ;- T

@ J1<K <ol




Question > #Q. Under Keynesian Theory v is the amount by which @

actual aggregate demand exceeds the level of aggregate \\J
demand required to establish the full employment
equilibrium.

Inflationary Gap @

o Deflationary Gap

@ Contractionary Gap ’Q = (o

@ None of these




Consider the following data relating to an economy in @
NS

equilibrium: -

Autonomous Consumption = 500 C
MPS=0.3 —) Mp¢c = (-0 2=0-F
Investment Expenditure= 1000
What is national income?

c + 1 =4
/

Soo+ 03 1 [eoe = Y

[.Z-i-Mr(.'jl-;f
[Soe = 63

l[lg"a_ — \/7
63

@,
&

>

N/‘, o
|

|



Question>#Q- The higher the pa more will be the value of the @

multiplier, whereas, the higher the_ g4 e¢ lower will be the \\\4
value of the multiplier. -

(A) wmps, MPC
& M_P_C,l\_/l_é@ MpeT— kT

(©) Aps,APC &
4

APC, APS S "
5




Question > #Q. In an economy, the entire increase in income is spent on @

consumption. What will be the value of the multiplier? NS

Mpc =[]

A o
1 kz(’-\-l‘;w

@ [nfinity (o) il

=1
o a




Question > #Q. The following information is available regarding structure @

model of an economy: NS
C=40+0.8Yd = Yo+08(Y-T+TR)
=80 =4Yo+0 (Y- Yotly)
@=T=40- = Yo+o g (V-27)
@ 700 TR = 1§ = Yo + 08y === Qg-fb&,
What will be the ' el of income?
B 610 ¢ —+ 2 RN
® s 2o to-fft. 22t EEEN
Yo — o
@ None of these A
Yo __ Y @'
o2 .



Question > #Q. 53. Equilibrium income (Y) =@Exports (_____) — 22; Imports

(M) =10 + 0.05Y. Calculate Trade Balance.

U

W

BDT = X-M
- ‘70-"40 = —Qlo
o Surplus (20)
@) ficit (20) M = (o0 OS_(Con)
eficit
= [e+4 20 —Yo0

@ Surplus (30)
@) Deficit (30) ~

2%



Question ) #Q. In \tﬂe Four sector model, which of the following additional @

NS

flow is considered as compared with three sector model?
(, ="

Exports v
Imports v

Net ca;zi/ta\ll/nil-ow \/

@ofthe ab@ [_ﬁ\ w




Question >

#Q. What is the value of Investment Multiplier when saving

function is represented as S = -60 +{0.2}?
>

MP<

@




Chapter -7

PUBLIC FINANCE
L\D Maxk&l




Question ) #Q. Article 112 of Indian Constitution provides that in respect of

every financial year the President shall cause to be laid
before both houses of the parliament a statement of
estimated receipts and expenditure of the government of
India for that year. This statement is referred as:

o Budget X
Annual Financial Statemen
Q'A

—

e Statement of Income & Expenditure

o Interim Budget



Question ) #Q. Which of the following statement iin respect of Social @

NS

cost?

o Social Cost = Private Cost + External Cost.

Social Cost = Private Cost + External Cost - Total Negative Externalities
e Social Cost = Private Cost + External Cost - Government Taxes

o Social Cost = Private Cost + Total Negative Externalities - Government Taxes



Question >#Q. Which of the following isa characteristic of Public @

NS

Goods?

Eon-rival in consumption -
Indivisibility
)

More vulnerable to externalities

@ Excludable, [D)




Question ) #Q. What does the term "lemon” means in the model of "Lemons @

problem” developed by "George Akerlof” in relation to used \\\Ax¥
car market:

o Only good quality used cars ‘?Mi
| /\ H
o Both poor and good quality used cars @ Qe Land ﬂ
-
@ Average quality used cars ";: wﬁ“‘ﬂfﬂ

@ Scrapped used cars



Question ) #Q. Which of the following is one of the key functions of fiscal /.@

policy and aims at eliminating the macroeconomic A4
fluctuations arising from sub optimal allocation of
resources?

o The Allocation Function
\/'\/'\

o The Redistribution Function
T, W L

The Stabilization Function/@

o The Utilization Function




Question ) #Q. Which of the following is the nfgal department for @
overseeing the public financial management system in the Q4
Central Government?

o NITI Aayog

o Department of Revenue under Finance Ministry

@ Department of Expenditure under Finance Miniw/

o Reserve Bank of India




Question ) #Q. The statuws\c_lalrigl_leg\tW investments are @
subject to market risks please read the offer documents \\\A/
carefully before investing” is which of the following type of
government intervention ?

o Government intervention to correct externalities

Government intervention for equitable distribution

e Government intervention to correct information failur

o Government intervention in case of public goods



Question ) #Q. Which of the following is not true regarding the fiscal policy

N

0000

of Government ?

[t is deliberate policy of Government

T —

An economy producing full employment does not
o — x

require Government action in the form of fiscal policy,_~

e —"

Taxation policy is part of Fiscal policy

Fiscal Policy is supply side policy

N NN —




- #Q. Taxes on agriculture income is levied by:
™ N ™ ™\ ™ —e—

. Central government

‘ State government,/

‘ Both central and stage government as they are in concurrent list

‘ Local self-government



Question ) #Q. Government's direct production of an economic good e.g. @

electricity and public transportation services are example \\*
of:

Allocation functiom/
\/'.\-'
Distribution function
NN

G Stabilization function
o

o Protection function



Question ) #Q. A progressive direct tax system ensures:

\/-WWN/\N—

000 O

Economic growth with stability because it distributes the
burden of taxes unequally

Those who have greater ability to pay contribute more and
the tax burden is distributed fairly among the population

Uniform taxes for all

Luxuries are taxed heavily




- #Q. Non-debt capital receipts of government include:

. Market loans for different purposes

‘ State provident fund (Net) l@

‘ Securities issued against small savings

‘ Recoveries of loans and advancey@)
\/‘\M —




#Q. When the outcomes of a policy are not visible for some time,
it is called:




Question ) #Q. The excess of the government's total expenditure over its @

total receipts exFluding borrowings is termed as: Y

Nt e,

o Revenue deficit

o Fiscal deficite @ TS?T& [gxc(M'm Eomd‘l\(/)

G Primary deficit

o Budgetary deficit

—



Question ) #Q. The recergts which ﬁ_eitheg create al_lxliabile any

reduction in the assets of government are called:

o Non-debt capital receipts

o Debt capital receipts

Revenue receipt&/

o Estimated receipts



Question ) #Q. Which of the following is applied on inter-state movement of

goods and services and on imports and exports




Question ) #Q. The cap and trade method used by government to ensure @

that pollution is minimized in the most cost effective way is G4
an example of:

o Government intervention to correct externalit@/@Q
N U g S

o Government intervention in the case of merit goods
G Government intervention in the case of demerit goods

o Government intervention for correcting market failure



Question ) #Q. Which constitutional body maintains fiscal federalism in @
India? . QY

o Central government

o Parliament

Reserve Bank of India ©
© o 8

Finance Commission.




Question ) #Q. The increase in cost of food, fuel and fertilizers in countries @
due to production of weapons in the war between Russia & \\4

Ukraine results in which type of externality?
/7 g S

o Positive Production Externality

Negative Production Externality ~~"

\/\__—-\—'

e Positive Consumption Externality

o Negative Consumption Externality



Question ) #Q. Which conMWinjectionofmvemment @
expendiWme with the aim of \(\%
boosting business confidence and encouraging larger private
investment?

Pump Priming \/
N N
o Deficit Financing

G Compensatory Spending

o Public Spending



Question ) #Q. Which of the following is used to counter recession as part of @
Expansionary Fiscal Policy? ™ Y T\

W
Mw&““\f"/ﬁ
T EFP — Aol

o Increase in interest rate /-\
o Decrease in Taxes @ @

— S—

@ Deficit Financing

(D) Both (B) and (C)



Chapter -8

MONEY MARKET



Question > #Q. Demag&l for money is in the nature of 7 demand

o Autonomous
Derived (1)
(© Both (A)and (B)

@ None of the above




Question ) #Q. Which of the following is not the cParacteristic of Money? @
47

\/\ ==

o [t should be generally accepted

N ™™ ——

[t should be recognizable
e [t should not be difficult to counterfeit \/

[t should possess uniformity




Question ) #Q. Following are the characteristics of ‘Fiat Money{except? @
N

o [t is materially worthless, i.e. no intrinsic value
R e S

o [t has value because a nation collectively agrees to
ascribe a value to it, as government made it legal tender

gt — \/—'\ ==
e [t works because people believe it will

&s not durable]




Question ) #Q. Demand for money depends on:

N

Cagh,

___4_____-—‘-

@ Income of individuals YT""‘ DT J @

@ General price level p T _ ._I_)_f

—

@ Rate of Interest. j__\_"_—‘ DL

@All of the above ﬂm’r) Dé /J

‘rmov

9,




Question ) #Q. Higher the interest rate in the market the demand /.@\

of money NS

—

@ None of the above




transfers and ATMs
money.

Question)#Q. Innovations such as Internet banking, application-based @
the need for holding liquid \\24

@ None of the above

F




#Q. Fisher’s version is also termed as:

e ———————

Vo
(@) Both (4) and (B) Cot'“f’i/'fkf i

(/3)/\




Question > #Q.

In an economy, the money supply (M) is X 500 crores, the
velocity of money (V) is 5 and the total number of
transactions((T) is 10,000, Calculate the average price level
(P) in the economy.

@




Question ) #Q. Cambridge version holds that money increases utility in the @

CORORCRE)

NS

folloc\lmg ways:

Enabling the possibility of splitting of sale and purchase to two
different points of time rather than being simultaneous

Being an uncertainty hedge against uncertainty
e ™ e ™ e ™ ™ e ™ et ™ et

e PYT
Both (A) and (B) ./ [ Md b ® i) )ReoQ 0

None of the above WL
ot 1




- #Q. Cambridge Approach is also known as
L =

. Transaction approach

‘ Cash balance approach "~

. [nventory approach

‘ None of the above

-1



- #Q. Cambridge money demand function is stated as:




- #Q. Keynesian theory of Demand for Money is also known
as .

. Equation of exchange
‘ Iilﬂglc}lty Preference Theory @
. Transaction approach

‘ Classical Approach




- #Q. According to Keynes, people hold money in cash for:
N\

. Transaction motive

‘ Precautionary motive




#Q. Individuals as well as businesses keep a portion of their

income to finance such unanticipated expenditure. This
shows

. Transaction demand for money

’ Precautionary demand for money

' Speculative demand for money

’ All of the above




- #Q. People demand to hold money balances to take advantage of
future changes in the rate of interest.

This shows . —3
\V

gx |L00’? {" QHTGOLNE
. Transaction demand for money l M
nyes

’ Precautionary demand for money 0P D\A«M*‘V

. Speculative demand for money._~"

‘ All of the above




- #Q. The market value of bonds and market rate of interest are:

. Directly related

‘ Inversely related

. Not related

‘ None of the above




- #Q. Speculative demand for money and interest are:

9 -3

. Directly related

‘ Inversely related .~ ___, Cau 18
o=
. Not related

‘ None of the above




- #Q. The liquidit(zirap is synonymous with

\/ea/?oo ( = Canh—rArgud Trap

Powesless
'/lngf_fgctw"g" monetary policy

. [neffective fiscal policﬂ <, \
L
O
‘ None of the above C‘;:? @—) @




- #Q. The speculative demand curve becomes

respect to interest rates in case of liquidity trap

. Perfectly elastlc /HoﬂzmHD &-
’ Perfectly inelastic
‘ Parallel to y-axis »

‘ None of the above




- #Q. Inventory Theoretic Approach was given by

. ] M Keynes

‘ Bflumol and TobiE @

-1



Question ) #Q. As per Baumol and Tobin, higher the brokerage fees,

the transaction demand for money o

o Lower

® nigher () Can L@ > forg
e Can’t say | rec
No change in CW-\




refers to the total quantity of money available
with the public

’ Money Supply @

. Demand deposits

‘ High powered money




Question > #Q. 'Supply of money' excludes

o Interbank deposits

N

Money held\by/thewent

@ Money held by the banking system

@ All of the above ‘—6\
/




Question > #Q.

o 2 4.12.600
@/ 24,12,620

€C) 3415853

@ None of the above

. Calculate Narrow Money
Currency with the public -
Demand Deposits with Banks -(J
Time Deposits with Banks -

Post office Demand Deposits - 3,233

W
Other Deposits with RBI: X 55,655 B
Time deposits with post office - X 2,345 \ 1
Ml ,Hn ,M! ,“4\‘1
M=cct+DOo+D0DD 8 ~
L =3 Mab  deat-
g lanuad




lestion #Q. Calculate Currency with Public respectively-

Circulation of Small Coins

Cash on hand with Banks -
343,38,710

® g .
343,51,055 M. = RE
X43,63,400

None of the above




- #Q. Money created by RBI is
<t M 2

@

C\én‘l"o'a-p {?ank ij

Monetary Base
B

. High powered Money
L

‘ Reserve m(\)y
‘ All of the above @




#Q. If Money supplw is X100 and monetary base

is X 20, then money multiplier is:

MR X°
e+
Ms _ MS__ . =
M Mgg_. rH Ct¥+< R
‘ None of the above / l
_ € RR_ SR
G > D 'D




#Q. If required reserve ratio is then money multiplier will
= dpter il Ky

be?




- #Q. Reserve ratio and money multiplier is
L™ e

. Directly related

Inversely related V™ e
- - 0}
_—

. Positively related @}
- @
‘ Not related % ’




Question > #Q. Relationship- between excess reserve and Money multiplier @

is: fe \ W

o Inversely related B




Question ) #Q. As per Milton Friedman and Anna Schwartz which of the
N7

following factors are the determinants of money supply:

o Stock of high-powered money = enww‘k,

\~

Reserve-ratio ~—— &K
Curregfy Deposit Ratio — P /‘ 03

All of the above@




QuostionD#Q- Fearing shortage of money in ATMs, people decide to @
| witmnk and hold with \Y

themselves. This will lead to

Increase in currency ratio and decrease in money multiplier @

Increase in currency ratio and increase in money multiplier

— |2



- #Q. « __represents degree of adoption of banking habits
by people. =S

. Required reserve ratio

Excess reserve ratio

L
‘ Currééy deposit ratio @ /2\ 2‘—)

‘ Time deposit-demand deposit ratio




#Q. When the RBI - government securities, the llquldlty
suckEd from the market. -

s —

‘ Sells .~ (Q BJ—/ \

‘ Either (A) or (B) M fl §,‘* «

. None of the above oMo

-

RS -R

S
’—



- #Q. — tools are selective tools that have an effect on a

specific sector of the economy

,

Quantitative tools

T et ™

‘ Qualitative tools v

St i

(©) Both () and (B)

‘ None of the above



#Q. The interest rate at which RBI lends long term funds to

banks is referred to as the
o -

L om
d
. Repo Rate oan

‘ Reverse-Repo Rate RBI 325

)

\./ Bank Rate ‘F‘"k e




is used to prescribe penalty to the bank if it does not
maintain the prescribed SLR or CRR




Question ) #Q. is the rate at which banks borrow from RBI on a @

short- term basis against a repurchase agreement. NS

o Repo Rate v

o Reverse-Repo Rate

e Bank Rate
None of the above




- #Q. If Repo rate is 4%, then reverse repo rate will be:

® - RRR = 4 —| =(37)

® 3%.
© %

‘ Reverse repo rate is not linked to repo rate




Question ) #Q.

policy.

o Repo Rate
o MSF Rate

e Reverse-Repo rate

Bank Rate

lends money to banks, over the rate available under the repo

rate is th Eenal rate at which the Central Bank P

&
BaqkA )oaq A'uﬂ"{.q“

' 0 \.@_ X#‘:\
’ Collak'ﬂp

CRR SR @ Bank —>5>'REI

@ @ . K@/

\L 'fﬂa

RRE  them _ Repe e E
Selves




Question ) #Q. rate is the penal rate at which the Central Bank pp\

lends money to banks, over the rate available under the repo
policy.

A Repo Rate

D) Bank Rate




#Q. Inflation target is set by Govt. of India, in consultation with

R
RBI, once in every years.




tion #Q. What does RBI publish every @months, prov1dmg
explanatlons of the sources of inflation and forecasts for the
upcoming period of six to eighteen months?

. Economic Outlook Report

’ Financial Stability Report

' Monetary Policy Report @

’ Inflation Targeting Framework




Question ) #Q. RBI is mandated to publish a Monetary policy report@

months, explaining the source of inflation and
the forecast of inflation for the coming period of six to
eighteen months.

@
® .
© 1s
@ :




- #Q. Among the following identified by Friedman, which one is
not one of the four determinants of demand for money"

Q™

. Average return on five asset classes = Totad wealt

(/v

‘ Price level in the economy
——

©
D
i
<3

&
’—t



jestion ) #Q. D&mng deﬂaglon

- The RBI reduces the CRR in order to enable the banks to expand credit
- and increase the supply of money available in the economy @

a» The RBI mcreas)és the CRR in order to enable the banks to expand credit
£ and increase the supply of money available in the economy

~» The RBI reduces the CRR in order to enable the banks to contract credit
= and increase the supply of money available in the economy

n The RBI reduces the CRR but igcreag\e SLR in order to enable the banks to
~ contract credit and increase the supply of money available in the economy

pDT A M2 W T :@j'

ol Vi




tion ) #Q. Reverse Repo rate is linked to repo rate in the following way:
| WY

. Reverse Repo Rate = Repo Rate + 1

\. Reverse Repo Rate = Repo Rate -1 Re‘w ite +17.=M ’;’ ‘f:b
' Reverse Repo Rate = Repo Rate x 0.1% _ [/ = Revecse
Repe vt~/ E;f;o vl

’ Reverse Repo Rate Repo Rate x 0.01%

25
.

~dll »



Chapter - 9

INTERNATIONAL TRADE
|0 Mawks



Quesﬁon> The Nominal Exchange rate of India is X 56/1%, Price Index in /.@\

India is 116 and Price Index in USA is 112. What will be the Real \"Y

Exchange Rate of India? e !\
e f“wah
tie NER = 6

» D §6x£’
& RER = N&RX_P_. RS'R” -Dp
Q@@ Fp :séx%&

¢ 1
D) 68 = SC X— — <y.06



- An increase in REER implies that exports become &HNW% and
imports become ;

. Expensive, expensive

‘ Cheaper, cheaper R¢& S-,Rf ’\J

. Expensive, cheaper@ Dor\MTw o
. Cheaper, expensive /xfW/V'"

ods Txpom e

—




REAL EFFECTIVE EXCHANGE RATE (REER) — Inflation Adjusted NEER

\/\WW

Increase in REER Decrease in REER

(Appreciation of rupee) (Depreciation of rupee)

Exports — Expensive Exports — Cheaper
Imports — Cheaper Imports — Expensive

Net Exports + Net Exports T




- A Kkey effect of devaluation is that it:

. Makes the domestic currency cheaper relative to other currencies
™ e ™t

&xperive
Makes the domestic currency dearer relative to other currencies *

. Makes the foreign currency Cheaper relative to other currencies

‘ Leaves the relative value unchanged



As of 1™ February 2021, how many Regional Trade Agreements
(RTAs) were in force worldwide?




) What does the principle of Absolute Advantage refer to ?
' Q™™ iy =

The ability to produce a greater quantity of a goods
using fewer resources
v
The ability to produce a greater quantity of a goods
using the same amount of resources as competitors (¢ )
S e ST, ST NS R e e

The ability to produce a lesser quantity of a goods
using the same amount of resources as competitors

The ability to produce a greater variety of goods than
competitors




- The North American Free Trade Agreement signed between

. United States of America and Canada

. United States of America, Canada, and Mexico @

‘ United States of America and Mexico

‘ Canada and Mexico



- What does TRIPS stand for ?

4

. Trade - related agreement on investment policies

’ Trade-Related Aspects of Intellectual Property Rights @

. Transnational Regulations for International Product Standards

‘ Trade Regulations for International Patent Systems



Question ) What is the main difference between foreign direct investment /.@\

V™ - NP

- (FDI) and foreign portfolio investment (FPI) ? NS

N \/

o FDI creates physical assets, while FPI involves only financial assets
. e ey

B ) FDI involves financial assets, while FPI creates physical assets

e Both FDI and FPI create physical assets

D) Both FDI and FPI involve only financial assets




) Foreign corporations invest in India to benefit from the country's
particular investment privileges such as tax breaks and
comparatively lower salarie This type of investment is an
R
example of:

. Foreign Portfolio Investment

’ Joint Venture
' Foreign Direct Investment @

’ Strategic Alliance




-A tariff which a WTO member binds itself with a legal @
commitment not to raise tariff rate above a certain level is known (X4

N

as:

. Applied tariff

‘ Most- favored nation tariffs



- Which of the following is covered under Technical Barriers to
NS

Trade (TBT)?
T

. Only food products

’ Only non-food traded trade products
. Only technical standard products

‘ Both food and non-food traded products @\



- What term is used for the rate between currencies Y and Z, which

is derived from the given rates of another set of two pairs of
Rt e -

currency (say Xand Y, and, X and Z)?

. Bid rate @
}~@
‘ Ask rate

. Spot rate Doll 06 Yo R‘F‘U’ EAN0
B (3




- Mercantilism advocates
™™ i,

L
. Aggressive exports over imports to accumulate wealth
S —

. Comparative advantage
. Absolute cost advantage

‘ Factor endowment



Group of countries that have a free trade agreement between @

themselves and may apply a common _external tariff to other 4
countries is referred as

‘ Economic and monetary union



\_/—'\/-\

Question ) A total ban imposed by the government on imports or export of @

some or all commodities to particular country or regions for a \\4
specified or indefinite period is termed as

o Embargos \/

o Safeguard measure

e Distribution restrictions

Restrictive measures



- Which of the following is levied as a fixed/constant percentage on
NS

the money value of an imported or exported good?

. Ad valorem Tariff \/

’ Compound Tariff




Number of units of a foreign currency can be exchanged for one
MM——- —

unit of local currency is referred to as
——’év——-v




- Which of the following is a zero-sum game?

. Prisoners dilemma

. Competition for market share

. Pricing strategy \
)(‘\\\ [
: (,a/\

‘ None of the above is correct ¢ > M e?



Cr =3

In Heckscher Ohlin theory factors of production are in number.
) NS




- Which of the following i@a nLon-tariff barrier:

. Complex documentation requirement

’ Countervailing duties charged by importing country Tﬁ

w

Pre-Shipment product inspection and certification on requirements

‘ None of these




) At any point of time all markets tend to have the same exchange
3y N

" rate for a given currency due to: i




Question ) A group of countries that have a free trade agreement between @

themselves and may apply a common external tariff to other \\%
countries: ¥

o Free trade area
Custom union
e Trade bloc

Regional preferential trade agreements




Question ) National Treatment Principle (NTP) says:

C——

o Imported goods and domestic goods should be treated equally

Exported goods and imported goods should be treated equally
e Imported goods and domestic goods should be treated differently

Internal trade is more important than international trade



- The terms revaluation is applied to:
NN ™

. Flexible exchange rate

‘ Fixed exchange rate\/




Question > If a country’s currency is depreciating, it means that:

o The domestic currency is increasing in value relative to foreign currencies

The country’s exports will become more expensive to foreign buyers \/

e The country’s exports become cheaper for foreign buyers, potentially boosting trade

The central bank is actively increasing the supply of money



Question )Which of the following is an example of a multilateral trade @
agreement? = \ W)

North American Free Trade Agreement (NAFTA)

European Union (EU) Trade Policies

e World Trade Organization (WTO) agreements \/

Bilateral Trade Agreement between two countries



Chapter - 10



_#Q. is_believed to be a Kkind of handbook for King
Chandragupta Maurya

. Karmashastra

. Yuddhashastra /\/ k aJ.rL 9.?
. Arthashastra — Cha ’\“%&

‘ None of the above




#Q. British government in India ruled from
o~

|3 5F — )9y
. 1757 to 1947 4 -

© 1850101947 (957-1858  \g<g- 1947

. N Lant R _
one of the above : S
/nd.l" p.‘ V‘ ' a
Com fan 8 7.
7 o

-

& .
’—



7D N
NS

- #Q. During 1950-80, Hindu growth rate was around
e - — e




- #Q. These initiatives, spannmg 1981 to 1989, were Practlcally
referred to as :

early liberalization'
- ==

Q
'reforms by stealtg-\' &Qon

= 4

‘/ Both (A) and (B) (193 -89

' None of the above




e ——

Question ) #Q. The following steps are taken in 1980s Reforms, except: @
N4

o Delicensing of 25 broad categories of industries was done

' o
Multipoint excise duties were converted into MODVAT

N

Price and distribution controls on all the industries were entirely abolishe@
\/W-\A/\ o

Open general license was steadily expanded




The Era of Reforms

Early Liberalization (1981-1989)

GDP Growth Rates

Industrial Policy Initiatives

MODVAT Tax w
SEBI

OGL Expansion \/

Export Incentives

Exchange Rate Policy

Price Controls

1986 Budget Policies

Shift from inward-oriented practices

5.7%11980-1985),(5.8%11985-1990)

Delicensing, broad-banding, MRTP limit increase
| LT N ™™ —
Reduced taxation on inputs

Established April 12, 1988

1,329 capital goods items by April 1990
Introduced and expanded

Rupee depreciated ~30% (1985-1990)

Abolished on cement and aluminum

Tax cuts, import liberalization, reduced tariffs



- #Q. Before the %‘eforms, the foreign exchange reforms @

e

touched the low/est\/p\om“(wnth a reserve or only NS
which was barely sufficient for of 1mports

. $1.5 billion: 4 weaks

’ $1.2 billion: 2 weeks .~

. $1.2 billion; 4 weeks

‘ $1.5 billion; 2 weeks




The foreign exchange reserves touched the lowest point with a reserve of only $1.2

N—

billion which was barely sufficient for two weeks of imports. This was the major context

N

that triggered economic reforms.




Question )#Q. New Economic policy focused on Stabilization measure @

NS

which were measures and structural reforms
measures which were

o Long term; short term

o Short term; long term

e Long term; long term

Short term; short term



#Q. The SEBI which was setup in 1988 was given statutory
recognition in




- #Q. The New Industrial Policy’ was announced by the
government on

v — B



. InJuly 1991,, the Indian government devalued the rupee by
‘ WY




Based on the real effective exchange rate (REER), the rupee was depreciated by about
@.O per c%from 1985-86 to 1989-90. This reflects a considerable change in the
official attitude towards exchange rate depreciation

the international markets. In 1991, India still had a fixed exchange rate system, under which
the rupee was pegged to the value of a basket of currencies of major trading partners. \n July

1991 the Indian government devalued the rupee by between 18 and 19 percent. In March
e —— O — s b4 A <oy - s

1992 the government decided to establish a dual exchange rate regime The government

——

N N

allowed importers to pay for some imports with foreign exchange valued at free-market rates
and other imports could be purchased with foreign exchange purchased at a government-

>
mandated rate In March 1993 the government unified the exchange rate and allowed, for the

—

first time, the rupee to float. From 1993 onwards, India_has followed a managed floating
exchange rate system

- .




#Q. From 1993 onwards, India has followed a
exchange rate system

. Managed floating .~

‘ None of the above




Question ) #Q. On -, the apex policy-making body namely the @
planning commission, was replaced by the National \\\4

Institution for Transforming India (NITI) Aayog
N capllil, T

o 1st January 1991

1st January 2015 /
e 31st]Jan 2015
1st Feb 2010




- #Q. Which Initiatives of NITI Aayog facilitates and improves

V\A

access to Indian government data?

. India Policy Insights (IPI)




- #Q. - campaign aims to improve air quality in India by

accelerat\iﬁg the development of electric vehicles
/W\_A/\—/—W

. Methanol Economy

AR
T




#Q. The minimum support price of all 23 mandated crops is fixed
at times of average cost of production




Question ) #Q. The government of India has allowed .~ % FDI in @

” TP i e T
marketing of food products and E-commerce of food \\\

products under the automatic route
R S |

49%

B) 26%
74%




- #Q. — _is a novel insurance scheme for financial support

to farmers suffering crop loss/damage

. Pradhan Mantri Fasal Bima Yojana (PMFBY) @

. Paramparagat Krishi Vikas Yojana (PKVY)

' Both

' None of the above




#Q. In Jan 31, 2023 the Manufacturing Purchasing Managers’
NS

Index in India stood at
PM 1




A detailed discussion on industrial development is beyond the scope of this unit. Starting with
the industrial growth figures, we shall briefly touch upon the general aspects related to
industries. In India, industrial production measures the output of businesses integrated in
industrial sector of the economy. Manufacturing is the most important sector and accounts
for 78 percent of total production. The manufacturing GVA at current prices was estimated at
US$ 77.47 billion in the third quarter of financial year 2021-22 and has contributed around
16.3% to the nominal GVA during the past ten years. In 2022- 23 (until September 2022), the
combined index of eight core industries* stood at 142.8 driven by the production of coal,
refinery products, fertilizers, steel, electricity and cement industries. In Jan 31, 2023 the

P
Manufacturing Purchasing_ Managers’ Index (PMI) in India stood at 55.4. India’s rank in the
W\‘

—————

Global Innovation Index improved to 40" in 2022 from 815t in 2015.

I ———



- #Q. India’s rank in Global innovation index (GII) improved to
4o in2022 from__3! in 2015.

. 40th; 82nd
@) 415820

© 2om810 @

‘ None of the above




Question ) #Q. In teWBusiness in 2020, lw @
. \/

63 &

B 7

©

None of the above




) #Q. >~ is a one stop for investor related approvals and
services in the country and aims to provide continuous
facilitations and support to investors

. FAME India scheme

’ Udyami Bharat

' National single window system > 4

’ PM Gati Shakti national master plan



INDIAN ECONOMY

The National Smgle Window System IS @ one-stop- shop for investor related approvals

and services in the country and aims to provude continuous facilitation and support to

iInvestors.




- #Q. scheme to promote manufacturing of electric and
hybrid vehicle technology i

. Udyami Bharat

. FAME-India @
73
: oV
‘ PLI Scheme /7 W

R—

g

‘ PM Gati Shakti national master plan



Keeping in view_India’s vision of becoming ‘Atmanirbhar’, the Production Linked

Incentive (PLI) Scheme was initiated in March 2020 for 14 key sectors to enhance India’s

™™ e N el e el N e i
manufacturing capabilities and export competitiveness. PLI Scheme is now extended
for white goods (air conditioners and led lights). v

FAME-India Scheme (Faster Adoption and Manufacturing of Hybrid and Electric
B I e e i e —
Vehicles) to promote manufacturing of electric and hybrid vehicle technology and to

ensure sustainable growth of the same.

‘Udyami Bharat’ aims at the empowerment of Micro Small and Medium Enterprises
(MSMEs).

V4
PM Mega Integrated Textile Region and Apparel (PM MITRA): to ensure world-class

industrial infrastructure which would attract cutting age technology and boost FDI and

local investment in the textiles sector.




is the fastest growing sector in India and has the
highest labour productivity




Quastion)#Q. The Foreign Investment Promotion Board (FIPB) was @

abolished in May 2017, and a new regime namely NS
has been put in place.

o Foreign Investment Facilitation Board
o Foreign Investment Facilitation Portal
e Domestic Investment Promotion Portal

Foreign Investment Promotion Portal




Foreign Investment Promotion Board (FIPB) was abolished in May 2017, and a new
i T T e e i

regime namely Foreign Investment Facilitation Portal (FIF) has been put in place. Under

™t ———————————————————————————————
the new regime, the process for granting FDI approvals has been simplified. 853 FDI

proposals were disposed off in the last 5 years. FDI has increased jumped by 39% since

FIF came into being.



Question ) #Q. Merchandise Exports from India Scheme was replaced by - @
N

o Remission of Duties and Taxes on Export Products (RODTEP) in 2021
o National Logistics Policy (NLP) in 2020

e Remission of Duties and Taxes on Export Products (RODTEP) in 2019

None of the above




Remission of Duties and Taxes on Export Products (RoDTEP) 2021 formed to replace

————

the existing MEIS (Merchandise Exports from India Scheme) to boost exports. It
e ———




Question ) #Q. E-NAMis -

An electronic name card given to citizens of India

National Agriculture Market with the objective of creating
unified national a market for agricultural commodities

A pan-India electronic trading portal which network
existing APMC mandis

0 066

(B) and (C) above




- #Q. The new economic policy of 1991 manifests in -

e \\N\W_*/\—/’—

Exect™

. State-led industrialization and import substitution

\/—\/\N

‘ Rethinking the role of markets versus the state <

) ==

. Emphasized the role of good governance

N

‘ Bringing about a reduction in poverty and redistributive justice
O ™ e N A — et e— .. Ol — —




- #Q. The first wave of liberalization starts in India

. In 1951
@ nnisos — 1990- 84‘?@




Question ) #Q. Imports of foreign goods and entry of foreign investments @
NS

000

were restricted in India because -

The government wanted people to follow the policy
of Be Indian; Buy Indian’

Because foreign goods were costly and meant loss of
precious foreign exchange

Government policy was directed towards protection
of domestic industries from foreign competition

Government wanted to preserve Indian culture and to
avoid influence of foreign culture




Question ) #Q. In the context of the new economic policy of 1991, the term @
‘disinvestment’ stands for - .Y

o A policy whereby government investments are reduced to correct
fiscal deficit

The policy of sale of portion of the government shareholding of a
public sector enterprise

e The policy of public partnership in private enterprise

0 A policy of opening up government monopoly to the private sector @
S

& Q



- #Q. The ob]ectlvgji mtroduJ Monopohes and Restrictive Pp
Trade Practices Act 1969 was - g, TG @

N S

To ensure that the operation of the economic system does not
result in the concentration of economic power in hands of a few

To provide for the control of monopolies .

To prohibit monopolistic and restrictive trade practice

All the above @ @




- #Q. Which of the following is not the aim of the 'Methanol
Economy' programme?

> - \ v’ \/
. Converting coal reserves and municipal solid waste into methanol

Reducing Greenhouse gas (GHG) emissions -
> (a\o'b\l’} ((0.4.)-—'\ FO“‘-‘J"M

. Reducing India's oil import bill

‘ Converting industrial waste into methanol

_——

: L .
! N\




tion ) #Q. The India Development Update (IDU) report published by
| in November 2022:

. United Nations Development Programme (UNDP)

’ International Monetary Fund (IMF)

' World Bank E [

’ Asian Development Bank (ADB)




®10.8 CONCLUSION v

The India Development Update (IDU) of the World Bank published in November 2022,
observes that India had to face an unusually challenging external environment following the

Russia-Ukraine war, increased crude oil and commodity prices, persistent global supply
disruptions, tighter financial conditions and high domestic inflationary pressures. Despite all
these, the real GDP of India grew by 6.3 percent in July-September of 2022-23 driven by strong
private consumption and investment. The report observes that India’s economy is relatively
more insulated from global spillovers than other emerging markets and is less exposed to
international trade flows on account of reliance on its large domestic market. As such,
compared to other emerging economies, India is much more resilient to withstand adversities
In the global arena.




India is among the top 10 World Trade Organization (WTO) members in service exports and
due to software, business, and travel services. While exports from all other sectors were
adversely affected, India’s services exports have remained resilient during the Covid-19
pandemic. The reasons are the higher demand for digital support and need for digital
infrastructure modernization. \/

The Indian services sector is the largest recipient of FDI inflows. FDI equity inflows into the
N e e ™ e N —m g . .

services sector accounted for more than 60 per cent of the total FDI equity inflows into India.

The World Investment Report 2022 of UNCTAD places India as the seventh largest recipient

\/W

of FDI in the top 20 host countries in 2021. In 2021-22, India received the highest-ever FDI

W

inflows of US$ 84.8 billion including US$ 7.1 billion FDI equity inflows in the services sector.
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