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Read the following statements carefully and choose the correct alternative 

from the following: 

 

Statement 1: Inter-bank deposits do not form part of money supply, as they 

do not belong to the public   

Statement 2: Term deposits are also included while calculating M1 

measure of money supply. 

 

Alternatives: 

(a) Both the statements are true. 

(b) Both the statements are false. 

(c) Statement 1 is true and Statement 2 is false. 

(d) Statement 2 is true and Statement 1 is false. 

 

Set B1 Option (c) Statement 1 is true and Statement 2 is false. 

 

Read the following statements carefully and choose the correct alternative 

from the following: 

 

Statement 1: Money supply (M1) in India does not include demand 

deposits with commercial banks.    

Statement 2: Money Supply (M1) refers to assets available with the 

commercial banks during a particular period of time. 

 

Alternatives: 

(a) Both the statements are true. 

(b) Both the statements are false. 

(c) Statement 1 is true and Statement 2 is false. 

(d) Statement 2 is true and Statement 1 is false. 

 

Set B2 Option (b) Both the statements are false. 
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Which of the following will be included while estimating national income 
of India? 

(a) Subsidized lunch served to workers in a factory  

(b)  Salaries paid by Indian Embassy situated at Japan to the local 

workers  

(c) Capital gains to Indian residents from sale of shares of a foreign 

company 

(d) Payment of interest by an individual to a bank.  
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Set B1– Option (a) Subsidized lunch served to workers in a factory  
 

Which of the following will be included while estimating national income 
of India? 
 

(a) Salaries paid to Russians working in Indian embassy in Russia 

(b)  Profits earned by an Indian company from its branches in 

Singapore. 

(c) Capital gains to Indian residents from sale of shares of a foreign 

company 

(d) Goods and Services Tax received by the Government. 

 
Set B2– Option (b) Profits earned by an Indian company from its branches 

in Singapore.  
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‘We cannot measure the National Income of an economy unless we 

measure the market value of all final goods and services produced in an 

economy in terms of money.’ 

Identify and explain the function of money highlighted in the above 

statement.  
 

Set B1  

The function of money highlighted in the above statement is Measure of 

value. Money as a measure of value means that money works as a common 

denomination in which values of all goods and services are expressed.  

 

‘This function of money has separated the acts of sale and purchase.’ 

Identify and explain the function of money highlighted in the above 

statement.  

 

Set B2 

 

The function of money highlighted in the above statement is Medium of 

exchange. Money as a medium of exchange means that money can be used 

to make payments for all transactions of goods & services. It allows 

purchase  
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Read the following statement: Assertion (A) and Reason (R). Choose one 

of the correct alternatives given below: 

  

Assertion (A): The value of APC can never be zero or negative. 

Reason (R): Average Propensity to Consume is independent of level of 

income.  

 

Alternatives: 

(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 and 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. 
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Set B1 Option (c) Assertion (A) is true but Reason (R) is false. 

 

Read the following statement: Assertion (A) and Reason (R). Choose one 

of the correct alternatives given below: 

  

Assertion (A): Before reaching the Break-Even level of income, the value 

of APC is less than one.  

Reason (R): Average Propensity to Consume falls continuously with 

increase in income.  

Alternatives: 

(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 and 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. 

 

Set B2 Option (d) Assertion (A) is false but Reason (R) is true. 
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5 
Match the statements given under A with the correct options given under B: 

 

Column B Column B 

(i) Pension to retired government 
employee 

(a) Revenue Receipt  

(ii) Sale of 40% shares of PSU to 
private company 

(b) Capital Expenditure  

(iii) Dividend received by 
government from a company  

(c) Capital Receipt  

(iv) Purchase of railway coaches  (d) Revenue Expenditure  

 

(a) i-(a), ii-(b), iii-(d), iv-(c) 

(b) i-(c), ii-(d), iii-(b), iv-(a) 

(c) i-(d), ii-(c), iii-(a), iv-(b) 

(d) i-(b), ii-(c), iii-(a), iv-(d) 

 

Set B1– Option (c) i-(d), ii-(c), iii-(a), iv-(b) 

 

Match the statements given under A with the correct options given under B: 

 

Column B Column B 

(i) Foreign aid received for 
earthquake victims  

(a)  Revenue Expenditure   

(ii) Expenditure on construction of 
Metro  

(b) Capital Receipt  

(iii) Funds raised in the form of 
small savings   

(c) Revenue Receipt  

(iv) Expenditure on Ujjwala 
Yojana launched by the 
government.  

(d) Capital Expenditure  
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(a) i-(a), ii-(b), iii-(d), iv-(c) 

(b) i-(c), ii-(d), iii-(b), iv-(a) 

(c) i-(d), ii-(c), iii-(a), iv-(b) 

(d) i-(b), ii-(c), iii-(a), iv-(d) 

 

Set B2– Option (b) i-(c), ii-(d), iii-(b), iv-(a) 
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State true or false with valid reason. 

 

‘Surplus Budget is preferred during periods of deflation.’  

 

Set B1 

False. During Inflation, AD is higher than AS. Government can bring down 

AD by reducing its own expenditure which leads to surplus budget. 

 

State true or false with valid reason 

 

‘Deficit Budget is preferred during periods of deflation.’  

 

Set B2 

True. During Deflation, AD is less than AS. Government can increase its 

expenditure and give tax concessions and subsidies which leads to deficit 

budget 
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Calculate Balance of Current Account from the following table: 

S.No. Particulars Amount (Rs. In 

crores) 

i Import of visible items 250 

ii Export of invisible items 100 

iii Transfers received from Rest of the world 80 

iv Unrequited transfers to rest of the world 20 

v Import of invisible items 50 

vi Export of visible items 300 

 

(a) Rs. 50 crores  

(b) Rs. 100 crores  

(c) Rs. 160 crores 

(d) Rs. 60 crores 
 
Set B1– Option (c) Rs. 160 crores  
 
Calculate Balance of Current Account from the following table: 
 

S.No. Particulars Amount (Rs. In 

crores) 

i Export of visible items 250 

ii Import of visible items 300 
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iii Non-factor services from abroad  300 

iv Non-factor services to abroad  100 

v Unilateral transfers from rest of the world  150 

vi Factor Income Receipts from abroad  100 

 

(a) Rs. 50 crores  

(b) Rs. 100 crores  

(c) Rs. 200 crores 

(d) Rs. 400 crores 
 
Set B2– Option (d) Rs. 400 crores  
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Which of the following is not a source of supply of foreign exchange for 

India? 

 

(a) Exports of goods and services from abroad 

(b) Remittance by Indian workers working abroad 

(c) Imports of goods and services  

(d) Foreign Direct investment by a German automobile manufacture  

 

Set B1 Option (c) Imports of goods and services  

 
Which of the following is not a source of demand of foreign exchange for 

India? 

 

(a) Imports of goods and services from abroad 

(b) Remittance by foreigners living in India to their families abroad  

(c) Purchase of assets in foreign countries  

(d) Loans from rest of the world  

 

Set 2 Option (d) Loans from rest of the world. 
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‘India has attracted total FDI inflow of US $ 22.53 billion between April 

2021 to June 2021.’ 

This transaction will be recorded on ……. side of ……. account of Balance 

of payments  

  

(a) Debit, Current  

(b) Credit, Current  

(c) Credit, Capital 

(d) Debit, Capital   
 

Set B1 Option (c) Credit, Capital 
 

‘Net external commercial borrowings to India recorded an outflow of US $ 

0.4 billion in the second quarter of 2022-23’ 

This transaction will be recorded on ……. side of ……. account of Balance 

of payments  
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(a) Debit, Current  

(b) Credit, Current  

(c) Credit, Capital 

(d) Debit, Capital   

 

Set B2 Option (d) Debit, Capital   
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Read the following statements carefully and choose the correct alternative 

from the following: 

 

Statement 1: Depreciation of domestic currency may lead to rise in exports  

Statement 2: Due to depreciation of Indian rupee, purchasing power of US 

dollar may increase  

 

Alternatives: 

 

(a) Both the statements are true. 

(b) Both the statements are false. 

(c) Statement 1 is true and Statement 2 is false. 

(d) Statement 2 is true and Statement 1 is false. 

 

Set B1 Option (a) Both the statements are true. 

 

Read the following statements carefully and choose the correct alternative 

from the following: 

 

Statement 1: Appreciation of domestic currency may lead to rise in 

imports  

Statement 2: Due to appreciation of Indian rupee, purchasing power of US 

dollar may increase 

 

Alternatives: 

 

(a) Both the statements are true. 

(b) Both the statements are false. 

(c) Statement 1 is true and Statement 2 is false. 

(d) Statement 2 is true and Statement 1 is false. 

 

Set B2 Option (c) Statement 1 is true and Statement 2 is false. 
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Using a suitable numerical example, explain the process of credit creation 

of the banking system in a hypothetical economy.  

 

OR 

 

Explain the function of Central Bank as a : 

(i) Banker’s Bank and supervisor 

(ii) Bank of issue 
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Set B1/B2 

All the depositors do not approach the banks for withdrawal of money at 

the same time and they do not withdraw the entire amount in one go. There 

is a constant flow of new deposits into the banks.  

Suppose initial deposits in bank is Rs. 1000 and LRR is 20%. Then  

Money Multiplier = 1/LRR = 1/0.2 = 5 

 

 Deposits Loans Cash Reserve  

Initial Deposits 1000 800 200 

Round I 800 640 160 

Round II 640 512 128 

- - - - 

Total  5000 4000 1000 

 

OR 

 

The function of Central Bank as a: 

 

(i) Banker’s Bank and supervisor- 

 Custodian of cash reserves 

 Lender of last resort 

 Clearing house 

 

(ii) Bank of issue 
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(explain) 
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(a) In an economy, the equilibrium level of income is Rs. 15000 crore. 

The ratio of MPC and MPS is 3:1. Calculate the additional 

investment needed to reach a new equilibrium level of income of 

RS. 22,000 crores. 

 

(b) In an economy, C = 200+0.5Y is the consumption function. 

Investment expenditure is Rs. 400 crore. Is the economy in 

equilibrium at an income level of Rs. 1500 crores? Justify your 

answer 

 

Set B1/B2 

 

(a) Initial equilibrium income = 15,000 crore 

Desired Equilibrium Income = 22,000 crore 

Change in income (∆Y) = Rs. 7000 crore 

 

MPC + MPS = 1 

3x + 1x = 1 

X = ¼ = 0.25 

MPS = 0.25 

MPC = 3x = 0.75 

 

K = 1/1-MPC = 1/1-0.75 

K = 4 
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Also, K = ∆Y/∆I 

4 = 7000/∆I  

∆I = Rs, 1750 crore   

 

(b) C = 200+0.5 Y 

I = 400 crore, Y = 1500 crore 

At equilibrium level,  

Y = C+I  

Y = 200 + 0.5Y + 400 

Y = 600/0.5 = 1,200 

 

The equilibrium level of income Rs. 1200 crore. The given income (1500) 

is greater than equilibrium level. Therefore, economy is not in equilibrium. 
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From the following data, calculate: 

 

(a) GDP at factor cost 

(b) Factor Income to abroad 

S.No. Items Amount 

(Rs.Thousand crores) 

1 Compensation of employees 800 

2 Profits  200 

3 Dividends 50 

4 Gross National Product at Market Price  1400 

5 Rent 150 

6 Interest 100 

7 Gross Domestic capital formation 300 

8 Net fixed capital formation  200 

9 Change in stock 50 

10 Factor income from abroad 60 

11 Net indirect taxes  120 

 

OR 

(a) Calculate the value of Net value Added at Factor Cost using the 

given data: 

S.No. Items Amount 

(Rs.Thousand crores) 

1 Sale of rice in the market 580 

2 Purchase of tractor and thrasher 400 

3 Procurement of rice by the government 20 

4 Self-Consumption of rice during the 

year 

15 

5 Expenditure on running & maintenance 

of tractor & thrasher 

20 

6 Fertilizer subsidies received from the 

government  

3 

 

(b) Explain the concept of externalities with the help of a suitable 

example. 
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Set B1/B2 

 

(i) Gross Domestic Product at Factor Cost = COE + Profits + Rent + 

Interest + Cofc  

  

Cofc = GDCF – NDCF = 300 – 250 = 50 thousand crores 

NDCF = NDFCF + Change in stock = 200 + 50 = 250 thousand crores 

 

GDP at Factor Cost =800 + 200 +150 + 100 + 50 = 1300 thousand crores 

 

(ii) Factor income to abroad = Factor income from abroad – NFIA  

 

NFIA = GNPmp – GDPmp = 1400 – 1420 = (-) 20 thousand crores 

GDPmp = GDPfc + NIT = 1300 + 120 = 1420 thousand crores 

 

Factor income to abroad = 60 – (-) 20 = Rs. 80 thousand crores 

 

OR 

 

(a) Net value added at Factor cost =  

Sale of rice in the market + Procurement of rice by the government +      

Self-Consumption of rice during the year + Fertilizer subsidies received 

from the government - Expenditure on running & maintenance of tractor & 

thrasher 

= 580+ 20+15+3 – 20 = Rs. 598 crores 

(b) Externalities – Positive and Negative with suitable example  
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From the following data relating to government budget, calculate: 

 

(i) Revenue Deficit 

(ii) Primary Deficit 

S.No. Items Rs. In Crores 

1 Tax Revenue  1200 

2 Revenue Expenditure  3700 

3 Interest Receipts by government  1000 

4 Dividends and profits on investment  1000 

5 Recovery of loans  145 

6 Capital expenditure  500 

7 Disinvestment  120 

8 Interest payments  500 

 

Set B1/B2 

Revenue Deficit = Revenue Expenditure – Revenue Receipts 

= 3700 – (1200 +1000 +1000) = Rs. 500 crores  

 

Fiscal Deficit = Total Expenditure – (Revenue Receipts + non-debt creating 

capital receipts) 
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= (3700 + 500) – (3200 + 145+120) = 4200 – 3465 = Rs. 735 crores  

 

Primary Deficit = Fiscal Deficit – Interest Payments  

= 735 – 500 = Rs. 235 crore 
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(iv) 
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(ii) 

 

 

 

(iii) 

 

 

 

Read the following passage and the answer Q.No. 15 on the basis of the 

same. 

State governments across India are expected to face tighter finances in 

FY25, as grants-in-aid from the Centre are projected to decline by 6.3 per 

cent, highlighted a report by NSE. The report noted that this is a significant 

change compared to the 13.9 per cent growth in these grants seen in FY24. 

This drop in grants, which are a crucial part of non-tax revenues for many 

states, could place financial pressure on those heavily dependent on central 

support. The reduction in grants is particularly concerning for states that 

rely heavily on this source of income. States in eastern and northeastern 

regions--such as Meghalaya, Mizoram, Himachal Pradesh, and Assam--are 

among the most affected. For states that depend on these transfers, any 

contraction in grants will force them to either cut spending or find 

alternative revenue sources, which could be a difficult task. This overall 

reduction in central assistance, combined with other financial pressures, 

means states may need to adopt more stringent financial management 

strategies to ensure they can meet their expenditure needs while 

maintaining fiscal stability. 

 

Name any two sources of non-tax revenue receipts. 

 

The budgetary measures by which government can achieve its objective of 

‘Reducing inequalities in income and wealth are ………… and ………….. 

 

State True or False with valid reason. 

‘The government budget of a country cannot have fiscal deficit without the 

existence of revenue deficit.’ 

 

Which among the following is an example of Revenue expenditure? 

(a) Subsidies 

(b) Defence capital equipment purchased from Germany 

(c) Repayment of borrowings 

(d) Loans to State and Union Territories 

 

Set B1/B2 

Non tax revenue receipts – any two (fees, fines, profits, dividends, grants, 

forfeitures, escheats, special assessments) 

 

The budgetary measures by which government can achieve its objective of 

‘Reducing inequalities in income and wealth are progressive taxation and 

increasing government expenditure  

 

False. There can be a fiscal deficit in a government budget without a 

revenue deficit. It can happen in two cases:  

Firstly, when revenue budget is balanced and capital budget shows a deficit. 
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(iv) 

 

 

 

(iv) 

Secondly, when there is surplus in revenue budget but the deficit in capital 

budget is greater than the surplus. 

 

(a) Subsidies 
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‘An economy is operating at underemployment equilibrium level.’  

 

Identify and explain the given situation in the above statement with a 

diagram.  State its effect on output, income & employment. Discuss any 

one fiscal and monetary measure to tackle the above situation.  

 

Set B1 

The situation is of Deficient Demand. 

It gives rise to Deflationary Gap refers to the gap by which actual AD falls 

short of AD required to establish Full Employment equilibrium.  

 

 
 

Impact of Deflationary Gap on: 

Output – Due to lack of sufficient AD, there will be increase in inventory 

stock. It will force the firms to plan for lesser production. As a result, 

output will fall. 

Employment – It causes involuntary unemployment due to fall in planned 

output.   

Price- Fall in general price level due to lack of demand for goods and 

services in the economy.  

 

Fiscal Measure – Rise in Government Expenditure or Decrease in taxes 

Monetary measure – any one quantitative or qualitative measure  

 

 

‘An economy is operating at over full employment equilibrium level.’  

 

Identify and explain the given situation in the above statement with a 

diagram.  State its effect on output, income & employment. Discuss any 

one fiscal and monetary measure to tackle the above situation.  

 

Set B2 

The situation is of Excess Demand. 

Inflationary Gap refers to the gap by which actual AD exceeds the AD 
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(explain 
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diagram 

 

 

 

 

 

 

 

 

 

 

 

2 

 

 

 

 

 

 

2 

 

 

 

 

 

 

 

 

 

 

 

 



12 
 

required to establish Full Employment equilibrium.  

 

 
 

Impact of Inflationary Gap on: 

Output – Does not affect level of output as the economy is already at full 

employment level as there is no idle capacity 

Employment – No change in level of employment as economy already 

operating at Full employment equilibrium  

Price- Rise in general price level (inflation) as AD >AS  

 

Fiscal Measure – Decrease in Government Expenditure or Increase in taxes 

Monetary Measure – any one quantitative or qualitative measure 
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(explain 
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diagram 
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(a) 
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(a) 

 

 

 

 

(a) ‘Equilibrium rate of exchange is determined when the demand for 

foreign exchange is equal to its supply.’  

Explain the above statement with the help of a suitable diagram. 

 

(b) Differentiate between Depreciation and Devaluation.  

 

OR 

 

(a) ‘India is taking huge leaps in the Index of Ease of doing business, as 

a result many MNC’s are shifting their production base to India.’ 

 

Presuming other factors being constant, discuss the effects of the 

given statement on foreign exchange rates with reference to Indian 

Economy with the help of a suitable diagram.  

 

(b) Differentiate between Autonomous & Accommodating transactions 

in the Balance of Payments  

 

 

Set B1/B2 

In a flexible exchange rate system, rate of exchange is determined by the 

market forces of demand and supply of different currencies in the foreign 

exchange market.  

The equilibrium exchange rate is determined at a level where demand for 

foreign exchange for foreign exchange is equal to supply of foreign 
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(b) 

 

 

 

 

 

 

 

 

 

 

 

 

(a) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(b) 

 

 

 

 

 

 

 

 

 

 

 

 

(a) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

exchange. DD is the downward sloping demand curve of foreign exchange 

and SS is upward sloping supply curve of foreign exchange. Both the curve 

intersects at point E. The equilibrium exchange rate is determined at OR 

and equilibrium quantity is determined at OQ.  

 

 
 

 

Basis Depreciation Devaluation 

Meaning  It refers to fall in market 

price of domestic currency 

in terms of a foreign 

currency under flexible 

exchange rate regime.  

It refers to reduction in price 

of domestic currency in terms 

of all foreign currencies 

under fixed exchange rate 

system.  

Occurrence Due to market forces of 

demand and supply. 

Due to government 

Exchange 

rate system 

Flexible exchange rate 

system 

Fixed exchange rate system  

 

OR 

 

Investments by MNCs in India will ensure greater inflow of foreign 

exchange in the economy, leading to increase in supply of foreign currency. 

It causes a forward shift of supply curve of foreign exchange for the Indian 

economy from SS to S1S1. Consequently, exchange rate will fall. Leading 

to appreciation of domestic currency.  
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(diagram 
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two) 
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(b) (b) Basis Autonomous Items Accommodating Items 

Meaning International 

economic transaction 

that takes place due 

to economic motive. 

Transactions that are 

undertaken to cover 

deficit or surplus in 

autonomous 

transactions. 

Effect on BOP They are 

independent of the 

state of BOP. 

They are undertaken to 

maintain the Balance in 

BOP.  

Current/Capital 

Account 

They take place on 

both current & 

capital account 

They take place only on 

capital account.  

 

 

3 

SECTION B – INDIAN ECONOMIC DEVELOPMENT 

Set  

B1 

Set 

B2 

Questions Marks 

18 18 Read the following statement: Assertion (A) and Reason (R). Choose one of 

the correct alternatives given below: 

  

Assertion (A): India’s renowned handicraft industry was systematically 

destroyed due to discriminatory tariff policies of the British Government.  

Reason (R): Colonial government imposed heavy duty on import of finished 

goods from Britain.  

Alternatives: 

(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 and 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. 

 

Set B1Option (c) Assertion (A) is true but Reason (R) is false. 

 

Read the following statement: Assertion (A) and Reason (R). Choose one of 

the correct alternatives given below: 

  

Assertion (A): India’s renowned handicraft industry was systematically 

destroyed due to discriminatory tariff policies of the British Government.  

Reason (R): Colonial government allowed duty free import of British goods 

in the Indian market and heavy duty on exports of Indian handicrafts.  

Alternatives: 

 

(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 and 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. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 
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Set B2 Option (a) Both Assertion (A) and Reason (R) are true and Reason 

(R) is the correct explanation of Assertion (A). 

 

1 

 

 

 

19 

 

19 

 
Which of the following statement is incorrect with regard to Indian 
economy in the period 1950-1990? 
 

(a) Public sector was given a leading role in industrial development 

during planning period.  

(b) Many goods produced by the small-scale industries were de-reserved.  

(c) Benefits of Green Revolution were restricted to few states.   

(d) Self-reliance as a planning objective was adopted to reduce foreign 

dependence.  

 

Set B1 Option (b) Many goods produced by the small-scale industries were 

de-reserved 

 

Which of the following statement is incorrect with regard to Indian 
economy in the period 1950-1990? 
 

(a) The purpose of Land ceiling was to concentrate land ownership in 

few hands. 

(b) Import substitution was the strategy used to save foreign exchange  

(c) Green Revolution enabled Indian government to build buffer stock.  

(d) Self-reliance as a planning objective was adopted to avoid foreign 

interference.  

 

Set B2 Option (a) The purpose of Land ceiling was to concentrate land 

ownership in few hands. 

 

 

 

 

 

 

 

1 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 

 

20 

 

20 

 

 

 

 

 

 

 

 

 

 

 

State the ‘Structural measures under the New Economic Policy. 

 

Set B1 

 

They refer to long term measures which aim at improving the efficiency of 

the economy and increasing international competitiveness by removing the 

rigidities in various segments of the Indian economy. 

 

State the ‘Stabilisation measures under the New Economic Policy.’ 

 

Set B2 

 

They refer to short term measures which aim at correcting weakness of the 

BOP by maintaining sufficient foreign exchange reserves and controlling 

inflation by keeping rising prices under control.  

 

 

 

 

 

 

1 

 

 

 

 

 

 

 

 

1 

 



16 
 

 

21 

 

21 

 

Read the following statements carefully and choose the correct alternative 

from the following: 

  

Statement 1: Human Capital considers human beings are ends in themselves 

Statement 2: Human capital is not traded in the market; however, its 

services are traded.   

Alternatives: 

 

(a) Both the statements are true. 

(b)  Both the statements are false. 

(c)  Statement 1 is true and Statement 2 is false. 

(d) Statement 2 is true and Statement is false. 

 

Set B1 Option (d) Statement 2 is true and Statement is false. 

 

Read the following statements carefully and choose the correct alternative 

from the following: 

  

Statement 1: National Skill Development Mission of India launched by the 

government is an attempt to increase human capital formation.  

Statement 2: Rising population is not the cause for quality of human capital 

formation.  

Alternatives: 

 

(a) Both the statements are true. 

(b)  Both the statements are false. 

(c)  Statement 1 is true and Statement 2 is false. 

(d) Statement 2 is true and Statement is false. 

 

Set B2 Option (c) Statement 1 is true and Statement 2 is false. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 

22 22 Read the following statement: Assertion (A) and Reason (R). Choose one of 

the correct alternatives given below: 

  

Assertion (A): Diversification of crop production leads to shift from single 

cropping system to multiple cropping system.   

Reason (R): It reduced farmers income due to increase in market risk 

because of price fluctuation.  

 

Alternatives: 

(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 and 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. 

 

Set B1 Option (c) Assertion (A) is true but Reason (R) is false. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 
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Read the following statement: Assertion (A) and Reason (R). Choose one of 

the correct alternatives given below: 

  

Assertion (A): Diversification of productive activities leads to shift from 

single cropping system to multiple cropping system.   

Reason (R): It provides farmers alternative avenues of sustainable 

livelihood and increase the level of income.  

 

Alternatives: 

(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 and 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. 

 

Set B2 Option (c) Assertion (A) is true but Reason (R) is false. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 

23 23 Arrange the following events in chronological order and choose the correct 

answer from the given alternatives: 

 

(i) Operation Flood 

(ii)  Jan-Dhan Yojana 

(iii) Nationalization of banks 

(iv) Establishment of NABARD 

 

 

(a) (i), (ii), (iii), (iv) 

(b) (ii), (iii), (i), (iv) 

(c) (iii), (i), (iv), (ii) 

(d) (iv), (ii), (iii), (i) 

 

Set B1 Option (c) (iii), (i), (iv), (ii) 

 

Arrange the following events in chronological order and choose the correct 

answer from the given alternatives: 

(i) Operation Flood 

(ii) Nationalization of banks 

(iii) Establishment of NABARD 

(iv) Saansad Adarsh Gram Yojana (SAGY) 

 

 

(a) (i), (ii), (iii), (iv) 

(b) (ii), (i), (iii), (iv) 

(c) (iii), (i), (iv), (ii) 

(d) (iv), (ii), (iii), (i) 

 

Set B2 Option (B) (ii), (i), (iii), (iv) 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 
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24 24 The examples of institutional source of credit are ………….. and …………. 

 

(i) Regional Rural Banks                              (ii) Co-operative Credit  

      (iii)Commission Agents                                (iv) Money Lenders  

Alternatives: 

 

(a) (i) and (iii)  

(b) (ii) and (iv) 

(c) (ii) and (iii) 

(d) (i) and (ii)  

 

Set B1 Option (d) (i) and (ii) 

 

The examples of institutional source of credit are ………….. and …………. 

 

(i) Traders                                                     (ii) Rich Landlords  

      (iii)NABARD                                             (iv) Land Development Banks 

Alternatives: 

 

(a) (i) and (iii)  

(b) (ii) and (iv) 

(c) (iii) and (iv) 

(d) (ii) and (iii)  

 

Set B2 Option (c) (iii) and (iv) 

 

 

 

 

 

 

 

 

 

 

 

 

1 

 

 

 

 

 

 

 

 

 

 

 

 

1 

25 25 State any one role of Information Technology in rural development.  

 

Set B1  

1.  Helps in achieving sustainable development  

2. Attainment of food security  

3. Disseminates information regarding emerging technologies  

 

State any one emerging alternate agricultural marketing channel. 

 

Set B2 

Origin of farmers market – (any example – apni mandi, rythu bazars, 

hadaspur mandi etc) 

Alliance with MNCs. 

 

 

 

 

 

1 

(any 1) 

 

 

 

 

1 

(any 1)  

26 26  

Read the following statements carefully and choose the correct alternative 

from the following: 

  

Statement 1: In India, over 90% employment is found in the organized 

sector. 

Statement 2: Indian economy has witnessed unprecedented shift of the 

workforce from formal to informal sector.  

Alternatives: 
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(a) Both the statements are true. 

(b) Both the statements are false. 

(c)  Statement 1 is true and Statement 2 is false. 

(d) Statement 2 is true and Statement is false. 

 

Set B1 Option (d) Statement 2 is true and Statement is false. 

 

Read the following statements carefully and choose the correct alternative 

from the following: 

  

Statement 1: Formal Sector includes all those public & private enterprises 

which employ 10 or more hired workers.  

Statement 2: Indian economy has shown excellent shift from informal to 

formal sector in the recent past. 

Alternatives: 

 

(a) Both the statements are true. 

(b) Both the statements are false. 

(c)  Statement 1 is true and Statement 2 is false. 

(d) Statement 2 is true and Statement is false. 

 

Set B2 Option (c) Statement 1 is true and Statement 2 is false. 

 

 

 

 

 

 

1 
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27 27 …………… account for first major source of employment in rural areas, 

while ……………… account for first major source of employment in urban 

areas. 

 

(a) Regular salaried employees, Casual workers  

(b) Casual workers, Self-employed 

(c) Self-employed, Regular salaried employees 

(d) Casual workers, Regular salaried employees 

 

Set B1 Option (c) Self-employed, Regular salaried employees 

 

…………… account for second major source of employment in rural areas, 

while ……………… account for second major source of employment in 

urban areas. 

 

(a) Regular salaried employees, Casual workers  

(b) Casual workers, Self-employed 

(c) Self-employed, Regular salaried employees 

(d) Casual workers, Regular salaried employees 

 

Set B2 Option (b) Casual workers, Self-employed 

 

 

 

 

 

 

 

 

 

 

1 

 

 

 

 

 

 

 

 

 

 

1 

 

 

28 

 

29 

 

‘Agriculture Sector was adversely affected by the economic reform process.’ 

Do you agree with this view? Give reasons in support of your answer. 
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OR 

‘In order to protect domestic industries, India followed the regime of 

restrictions on imports during the planning period.’ Do you agree with this 

view? Give reasons in support of your answer.  Explain the measures taken 

by the government to promote import substitution policy.  

 

Set B1 

 

Yes, agriculture sector was adversely affected by the reform process.  

1. Reduction of public investment  

2. Removal of subsidy 

3. Liberalisation and reduction in import duties  

4. Shift towards cash crops  

 

OR 

 

Yes, I agree, that in order to protect domestic industries, India followed the 

regime of restrictions on imports. This was done because: 

1. Developing countries are not in a position to compete against goods 

produced by developed countries  

2. Restriction on imports was necessary as there was risk of drain of 

foreign exchange reserves on import of luxury goods. 

 

Various measure undertaken in this regard: 

1. Tariffs: heavy duty or tariff was imposed on imported goods in order 

to make them more expensive and discourage their use.  

2. Quotas: Fixing the maximum limit on the imports of a commodity by 

a domestic producer. 

These measures helped the domestic firms to expand without the fear of 

competition from the foreign market.   

 

 

‘Industrial Sector was adversely affected by the economic reform process.’ 

Do you agree with this view? Give reasons in support of your answer. 

 

OR 

 

‘Subsidies put a huge burden on the government finances, but are necessary 

for poor and marginal farmers.’  

In the context of the above statement, critically evaluate the grant of farm 

subsidies in the Indian economy. 

 

Set B2 

 

Yes, I agree that industrial Sector was adversely affected by the economic 

reform process because of the following reasons 

1. Cheaper imported goods 

2. Lack of infrastructural facilities  

3. Non-tariff barriers by developed countries 

 

 

 

 

 

 

3 

(explain 

any 3) 

 

 

 

 

 

 

 

1 

 

 

 

 

 

 

2 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

3 

(explain) 
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OR 

Subsidies put a huge burden on the government finances, but are necessary 

for poor and marginal farmers. 

Arguments in favour of subsidies: 

1. Agriculture is a risky business  

2. Majority of farmers in India are poor 

3. Eliminating subsidies will increase income inequality 

 

Arguments against subsidies: 

1. Benefit to fertilizer industries  

2. Fiscal burden 

 

 

1.5 

(explain) 

 

 

 

 

1.5 

(explain) 

 

29 

 

28 

 

‘There are many factors which contribute to human capital formation of a 

country.’ Explain any three such factors to support the above statement.  

 

Set B1/B2 

Factors which contribute to human capital formation of a country are: 

1. Expenditure on education 

2. Expenditure on health 

3. On-the-job training  

4. Expenditure on migration  

5. Expenditure on information 

 

 

 

 

 

 

 

 

3 

(explain 

any 

three) 

30 31 Study the following chart showing the growth of employment and GDP and 

analyse the trend of the two variables from 1990-2012. 
 

 
Set B1/B2 

1. The graph show that GDP growth rate has taken an upward trend over 

the years whereas the situation of employment growth rate has seen 

major fluctuations while going down in overall trend. 

 

2. GDP growth rate has increased from 3.4% in 1991 to 7.8% in 2012. 

However, the employment growth has shown declining trends from 

1.5% in 1991 to 1.12% in 2012.  

 

3. Between the period, 1999-2005 the employment generation rate was at 

peak since independence (2.28%) with the corresponding growth rate at 

6.1%. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4 

(1 mark 

for each 

point) 
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4. The gap between the two variables is maximum between the period 

2005-10 when the employment growth rate hit the lowest at 0.28%. In 

the same year, GDP growth rate had hit the highest level at 8.7%. The 

Indian economy witnessed a phenomenon of jobless growth over all 

these years. In 2010-12, employment increased to 1.12%  

 

31 

(a) 

 

(b) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(a) 

 

 

 

 

 

 

 

 

(b)  

30 

(a) 

 

(b) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(a) 

 

 

 

 

 

 

 

 

(b) 

 

 

 

 

 

 

 

 

 

‘India’s environmental problems are both poverty induced as well as the 

consequence of affluence.’ Explain  

 

State and discuss any two strategies involved in attaining sustainable 

development in India.  

 

OR 

Interpret the picture given below on account of current environmental 

challenges. Discuss and explain its harmful effects.  

 

 
 

Set B1/B2 

India environmental problem poses a dichotomy  

1. Poverty is causing environmental degradation through cutting down 

of trees, overgrazing of animals, pollution of water resources, 

encroachment into forest land  

2. Affluence in living standards is causing environmental degradation as 

demand for goods & services increases. This leads to increase in 

production which raises the demand for finite natural resources and 

also causes pollution.  

 

Two strategies involved in attaining sustainable development in India: 

1. Use of non-conventional sources of energy 

2. Use of cleaner fuels  

3. Traditional knowledge and practices  

4. Use of bio-compost 

5. Control of biopest 

6. Change in unsustainable pattern  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2 

 

 

 

 

 

 

2 

(explain 

any two) 
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OR 

 

The given picture depicts towards environmental challenge- GLOBAL 

WARMING.  

 

It is the gradual increase in the average temperature of the earth’s lower 

atmosphere because of increase in green house gases. Its harmful effects are  

 Rise in sea level  

 Loss of coastal land  

 Increase in risk of floods 

 

 

 

1 

 

 

 

3 

(explain) 

32 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(a) 

 

 

(b) 

 

 

 

 

 

 

 

 

(c) 

 

 

 

32 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(a) 

 

 

(b) 

 

 

 

 

 

 

 

 

(c) 

 

 

 

Read the following passage and the answer Q.No. 32 on the basis of the 

same. 

Economic reforms produced different outcomes in China, India and 

Pakistan.  This is because, despite the direction of reforms being very 

similar, the resultant policy regimes in these countries were very different. 

Due to similarity in their economic size, population, geographical location 

and level of initial conditions and economic development, China and India 

have been popular comparators in the field of economic research. Both 

countries, by then, had undertaken substantial economic reforms and most 

experts attributed these reforms as the underlying factors behind their faster 

economic growth. In fact, India had the potential to show better growth 

performance compared to China. Around the same time, however, it was 

observed that China was ready for a great leap and India was lagging behind. 

Compared to India, Pakistan has historically relied more on external sources 

of funding, having received $73 billion in foreign aid between 1960 and 

2002. Today, Pakistan continues to rely on institutions such as the 

International Monetary Fund for crisis lending and foreign governments like 

China for aid and infrastructure development. With time, however, it was 

becoming apparent that China was growing much faster than India and 

Pakistan. In particular, China was emerging as a major global industrial 

power and was capturing a higher share in global merchandise trade with 

every passing month,  

 

……………….. campaign was initiated by China to transform its Agrarian 

economy into a Modern economy through rapid industrialization. 

 

In Pakistan, most of the foreign exchange earnings come from: 

 

(i) Unilateral transfers from abroad  

(ii) Remittances from workers working in Middle East 

(iii) Export of manufactured goods  

(iv) Export of highly volatile agricultural goods  

 

(a) (i) & (iii)        (b) (ii) & (iv)        (c) (i), (ii) & (iii)         (d) (ii) & (iii)  

 

In China, reforms were introduced in phased manner. In the first and second 

phase, reforms were introduced in ……………. Sector & …………sector 

respectively  
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(d) 

 

 

 

(a) 

 

(b) 

 

(c) 

 

(d)  

(d) 

 

 

 

(a) 

 

(b) 

 

(c) 

 

(d) 

Define liberty indicator with the help of an example. 
                                                   

Set B1/B2 

Great Leap Forward Campaign (GLF) 

 

Option (b) (ii) and (iv)  

 

Agriculture Sector or Foreign or Investment- First Phase  

Industrial Sector – Second Phase 

 

Liberty Indicator refers to measure of extent of demographic participation in 

the social and political decision making. For example: measure of extent of 

constitutional protection right given to citizen.  
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1 

 

1 
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(a) 

 

 

(b) 

 

 

 

(a) 

 

 

 

(b) 

 

 

 

 

 

(a) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

34 

(a) 

 

 

(b) 

 

 

 

(a) 

 

 

 

(b) 

 

 

 

 

 

(a) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

‘A well-structured agricultural credit system is very essential for the rural 

sector.’ Do you agree with given statement? Justify with valid reason.  

 

Discuss the role of micro-credit programme in rural development. 

 

OR 

 

What is Agricultural Marketing?  Explain the steps taken by the government 

in developing rural markets. 

 

 

Discuss the role of the following as a source of rural diversification: 

i. Animal Husbandry 

ii. Horticulture 

 

 

Set B1/B2 

Rapid expansion of the banking system had a positive effect on rural farm 

and non-farm output, income and employment. After the green revolution, 

credit facilities helped farmers to avail variety of loans for meeting their 

production needs. 

Despite the measures, there were some problems: 

i. Insufficiency 

ii. Inadequate coverage of institutional sources 

iii.  Inadequate amount of sanctions  

iv. Less attention to poor farmers  

v. Growing over dues  

Apart from commercial banks, other formal institutions failed to develop a 

culture of deposit mobilization, lending to needy borrowers and effective 

loan recovery.  

 To improve the situation: 

i. Banks needs to change their approach from just being lenders to 

building up relationship with the borrowers. 

ii. Farmers should be encouraged to inculcate the habit of thrift and 

efficient utilisation of resources.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2 

 

 

 

 

 

 

 

 

 

 

2 
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(b) 

 

 

 

 

 

 

 

 

(a) 

 

 

 

 

 

 

 

 

 

(b) 

(b) 

 

 

 

 

 

 

 

 

(a) 

 

 

 

 

 

 

 

 

 

(b) 

Micro-credit or self-help group has emerged as the major micro finance 

programme in the country in recent years. Their focus is largely on rural 

poor who have no sustainable access to the formal banking system. SHGs 

promote thrift in small proportions by a minimum contribution from each 

member. From the pooled money, credit is given to the needy members at 

reasonable interest rate. SHG have also helped in empowerment of women.  

 

OR 

 

Agricultural Marketing is the process that involves assembling, storage, 

processing, transportation, packaging, grading and distribution of different 

agricultural commodities across the country.  

 

Steps taken by the government in developing rural markets: 

i. Regulated markets  

ii. Infrastructural facilities  

iii. Co-operative marketing  

iv. Different policy instruments- MSP, Buffer Stock & PDS 

 

Role of the following as a source of rural diversification: 

i. Animal Husbandry 

ii. Horticulture 

 

 

 

 

2 

 

 

 

 

 

 

1 

 

 

 

3 

(explain 

any 3) 

 

 

 

1 ½         

1 ½  

(explain) 
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(a) 

 

 

 

 

 

 

 

 

 

(b) 

 

 

 

 

(a) 
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(a) 

 

 

 

 

 

 

 

 

 

(b) 

 

 

 

 

(a) 

 

 

  

 

 

 

 

 

 

 

Compare and contrast the following information related to India and China’s 

sectoral contribution towards Gross Value added and distribution of 

workforce  

 

Sector Contribution to GVA Distribution of workforce 

India China India China 

Agriculture 16 7 43 26 

Industry 30 41 25 28 

Service 54 52 32 46 

Total 100 100 100 100 

 

Explain any two factors that led to the rapid growth in economic 

development in China.  

 

Set B1/B2 

 

China: 

Till 1980 more than 80% of its population was dependent on agriculture. 

Since then, the government encourage people to leave the fields and pursue 

other activities. Therefore, the proportion of workforce engaged in 

agriculture was 26% in 2018-19 with contribution to GVA at 7%.  

The secondary sector contributed to 41% to its GVA. In the normal course of 

development, China has been shifting its employment & output from 

agriculture to manufacturing and then to services. Proportion of workforce 

engaged in manufacturing sector was 28%. 

Service sector contributes the highest share of GVA. The contribution of 

service sector to the GVA in China was 52% and proportion of workforce 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2 
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(b) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(b) 

 

 

 

engaged in service sector was 46%. 

 

India  

The proportion of workforce engaged in agriculture was 43% in 2018-19 

with contribution to GVA at 16%.  

The secondary sector contributed to 30% to its GVA. In the normal course of 

development, shifting in employment & output takes place from agriculture 

to manufacturing and then to services. In India the shift is taking place 

directly to the service sector. Proportion of workforce engaged in 

manufacturing sector was 25%. 

In India, service sector is emerging as a major player of development. The 

contribution of service sector to the GVA in India was 54% and proportion 

of workforce engaged in service sector was 32%.  

 

Two factors that led to the rapid growth in economic development in China: 

 

1. Reforms introduced in China  

2. Dual Pricing in reform process  

3. Special Economic Zones 
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2 

(explain 

any 2) 

 


