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General Instructions :

(i)

(ii)

(iii)

(iv)

()

(vi)

(vii)

All questions in both the sections are compulsory.
Marks for questions are indicated against each.

Questions No. 1 -5 and 17 - 21 arevery short-answer questions carrying
1 mark each. They are required to be answered in one sentence each.

Questions No. 6 - 10 and 22 - 26 are short-answer questions carrying
3 marks each. Answers to them should normally not exceed 60 words
each.

Questions No. 11 — 13 and 27 - 29 are also short-answer questions
carrying 4 marks each. Answers to them should normally not exceed
70 words each.

Questions No. 14 - 16 and 30 - 32 are long-answer questions
carrying 6 marks each. Answers to them should normally not exceed
100 words each.

Questions marked star (*) are value-based questions.

(viii)) Answers should be brief and to the point and the above word limit should
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be adhered to as far as possible.
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SECTION A

*1, OGR4 TSI TEAT H qeh-ieh! 0 TEATT IME T 3 | ST HuTaAT T o
T o gHehT 3Mfdfeh go oarsy | 1

Large number of technical training institutions have been started by the
government. State its economic value in the context of production

possibilities frontier.

2.  3IgAIfrar <kl ity d@fSu | 1

Define utility.

3.  yfiadl @rTa st 379 9qrsu | 1

Give the meaning of variable cost.

4.  IUTE B <hl qRHmST ST | 1

Define production function.

5.  Hgarf STcqTiYehR ¥ w1 AU 7 2 1

What is meant by collusive oligopoly ?

6.  3cUTCT HWTEHT dsh I shl 3R gAdl o1 8idT & ? THHST | 3

Why is a production possibilities curve downward sloping ? Explain.

7. 9 T 9%g sl HAT T 15 U0 13 | Feh T 12 Uld 31 @l A @, ar
3Heh! | H 25 Wi i ghg B & | /i I hiHa A= A I | 3

When price of a good falls from I 15 per unit to ¥ 12 per unit, its

demand rises by 25 percent. Calculate price elasticity of demand.
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8. Ui 318 L BH gl a%q ATl hidl & ? GUHTST |

T
i TEmIaT WU g 9% i gfd H HE gAIfad Fdt ¥ 2 FHEST |

How does change in per unit tax influence the supply of a good by a
firm ? Explain.

OR
How does subsidy influence the supply of a good by a firm ? Explain.

9. SR i fro feufa o o gonfy (svm) wea Hua wrnfa (mm) &
SR BT 3 ? THLATST |

Under what market condition does Average Revenue always equal

Marginal Revenue ? Explain.

10. T U1 ITCRIAT STSR § shaladi el 3T(Ueh AT o FHIE hl SATEal hivg |

Explain the implication of large number of buyers in a perfectly

competitive market.

11. I8 9Fd 3¢ T Th IUNIRHT hadl ol aEq3HA] 1 ITHM HAl &, IWF
forociuT St TR | SUMIRR Fqer i T4 GHST |

AT

T IUHRAT had & degell X R Y 1 ITHN Al & IR dged H 7 |
areTsy foh A I aFg X A hia i B, @ a&g X A A sed 7 |
ITATTaT foweiyor 1 9T i |

Assuming that a consumer consumes only two goods, explain the
conditions of consumer’s equilibrium with the help of Utility Analysis.

OR

A consumer consumes only two goods X and Y and is in equilibrium.
Show that when price of good X falls, demand for good X rises. Use
Utility Analysis.
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12.

13.

Note :

14.
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Teh U I IR TH AW o § 3Tl 1Sy | I Ush a%q oI foh U

IR o [T e 8, @ Iuwirietl & foe gfean it 8 2 Jweisy | 4

Distinguish between an inferior good and a normal good. Is a good which

is inferior for one consumer also inferior for all the consumers ? Explain.

REd] AUl o R % AR FA UG § IR oh (A= ={OT FdsT |
@Taa 1 TN T |

State the different phases of change in total product according to the

Law of Variable Proportions. Use diagram.

HEITRIT 397 alc IREIT TRienieal & 1o7g 397 qe&1 13 & ¥917 W& |

The following question is for the Blind Candidates only in lieu of
Q. No. 13.

gt ruTal w1 g wmems | 4

Explain the Law of Variable Proportions.

IHTH b fIvcivul § IUNRRT Tqeq hl Id aase AR 3 @l & 4
e augmsT | 6

AT

SARME ashi hl 9 fasiwarsti <1 same iy |

State the conditions of consumer’s equilibrium in the Indifference Curve

Analysis and explain the rationale behind these conditions.

OR

Explain the three properties of the Indifference Curves.
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5. e aﬁ#%3%%-%uesgl,o% Ba%Sogthare Ry (o)

MR T BH T e ICUTET T hITST | HRUT FAEY | 38 IcUTET T AT
ot 31T hifSTe |

It A GETH (3TH) %A AN
€520 ®) )

1 8 10

2 16 18

3 24 23

4 32 31

5 40 41

From the following information about a firm, find the firm’s equilibrium
output in terms of marginal cost and marginal revenue. Give reasons.
Also calculate profit at this output.

Output Total Revenue Total Cost
(units) (%) (%)

1 8 10

2 16 18

3 24 23

4 S 31

5 40 41

16. SI9R § Teh %] < HIT AR & F1 ATAR g ? 3oh 30 I&] o d9RK T
TS ITel YNTEl hl ST@ell FHEAST | {@TTes i ITANT HifT |

What is ‘excess demand’ for a good in a market ? Explain its chain of

effects on the market for that good. Use diagram.

e : HETITIE 5797 HacT gIRgia Taemdal & 1o/g 97 &7 16 & €97 W & |

Note : The following question is for the Blind Candidates only in lieu of
Q. No. 16.

TSR H Tk &G o AT AR & A1 SHIT 7 ? $oh 36 9] o WK T
TS TSl THTET hl TEAT FHASY | ATfAehT 1 ST HIT |

What is ‘excess demand’ for a good in a market ? Explain its chain of

effects on the market for that good. Use a schedule.
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SECTION B
17. ¥ sk 9 =1 I 8 2 1
What is a central bank ?
18. THE AIIE § ‘Furell {1 A9 FATsT | 1

Give meaning of ‘deficient demand’ in macroeconomics.

19. THU Yfd s gfamn e | 1
Define aggregate supply.

20. ‘wufHes =Er W T AU B ? 1

What is ‘primary deficit’ ?

21. FEG3T o FATd 6 FEgati & ST T ATHAT Hl 1 Had & ? 1

What is excess of exports of goods over the imports of goods called ?

22, TRHAIMGH T | F1 MU & 2 THHT Th 38T ST 3R 36 Fohed
ffF 3G S ART o HeA b Hoh b €9 H FAR W TWE H AT

i | 3

What are non-monetary exchanges ? Give an example. Explain their
impact on use of gross domestic product as an index of welfare of the

people.

23. gl I ARANC YIAH 1 AHh 1 GHST | 3
YT
g1 &1 oI T=d’ S GHeE |
Explain the ‘standard of deferred payment’ function of money.
OR

Explain the ‘store of value’ function of money.
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25.

26.

217.

28.
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HR o B SATSY Toh TR S H M ol TS o3F HHT ST A7

USRI =

() SEER W/

(i) g i | =

Giving reason, state whether the following is a revenue expenditure or a
capital expenditure in a government budget :

(1) Expenditure on scholarships

(ii))  Expenditure on building a bridge

TS, foh YA Ao el fohd JehR WIAT SITAT & |

How is balance of payment ‘deficit’ measured ? Explain.

T o HoIAgE § 1 AT 2 ? $EhI WRA h TGl W FT YNG9S Fehal
2 ST 4 2

What is depreciation of Rupee ? What is its likely impact on Indian

imports and how ?

HeT MY ! TR IR 3Gh HFeeh THAST |
AT
HealT S BT Bt TR e THATST |
Explain the concept of money supply and its components.

OR
Explain the ‘currency authority’ function of central bank.

T AdEEd, S b dqem # g8, % SR § MHfaRgd stiesl ¥ W@
(TETIRT) 3UMNT 3 o1 Yiehet shifru

(lglq AT = 900
T s=d yqi = 010
IEENEED! = 80
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30.
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Calculate ‘Autonomous Consumption Expendi?:ure’ from the following

data about an economy which is in equilibrium :

National income = 900
Marginal propensity to save = 010
Investment expenditure = 80

TR 4 e i e iR w@reed et gan gwd YgH e W ARSI
HT IE T | 77 form anfdss gesr o6t qwifar 7 2 wwzmsw | 4

Government has started spending more on providing free services like

education and health to the poor. Explain the economic value it reflects.

frefafad @ SR $ma | a@sa TR 39 AR Faa ude w=is o’

1 I hITT 4,2
(T 37 4)
(i)  facer =t faa s o (=) 10
(i)  focEn =1 fHaa ISR (I1e]) s&araion 20
(iii)  ASIgll qer deH 400
(v) T 50
(v) Tom g & qverq oy 150
(vi) TSRl gr ST gRET SRIeH 50
(vii) Tomtmm 100
(vii)) TS 70
(ix) @i 6 fafsm om 300
(x) Taa s 140
(xi) 3T YSi T ITHAT 80
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Calculate ‘Gross National Product at Market Price’ and ‘Net National

Disposable Income’ from the following :

(T in Arab)
(1) Net factor income to abroad (-) 10
(1)  Net current transfers to abroad 20
(111) Wages and salaries 400
(iv)  Corporation tax 50
(v) Profit after corporation tax 150
(vi)  Social security contributions by employers 50
(vi1) Rent 100
(viil) Interest 70
(1x) Mixed income of self-employed 300
(x) Net indirect tax 140
(x1i) Consumption of fixed capital 80

31. UTH I 1 FHE &d a9F Ffaled & @y #1 =Jagr foham S
EW ? 39 IR o THH H R FAHT TGS 2 |

(i)  HUSTET Sl " HT PIA
(i) 99 % GRH Wi | glg
(iii) et TTeTeh gRT ST hT HY

How should the following be treated while estimating national income ?

You must give reason in support of your answer.
(1) Bonus paid to employees
(i1)  Addition to stocks during a year

(111)  Purchase of taxi by a taxi driver
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32. T dHfcdeh CEhIUN § UTH ™ 1 MgRUr THIST | W@ 1 TN

i |

AT

e U 39T 9% @S9 9% WTH i H U I a1l =01 9q1su | {Eite
T 39T HIfT |

Explain national income determination through the two alternative

approaches. Use diagram.

OR

Outline the steps in deriving saving curve from the given consumption

curve. Use diagram.

FiZ:  FAEET 397 Hac FIBEI GHETIdEl & 1077 397 G837 32 & €4 T &

Note : The following question is for the Blind Candidates only in lieu of
Q. No. 32.

g o fAuftor @ & Sekfeuss gfemio & e Hifm |
areran
39T HeAd I T=d HeAd ohl AT <hIFT |

Explain the two alternative approaches of national income
determination.

OR

Explain the consumption function and saving function.
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SENIOR SCHOOL CERTIFICATE EXAMINATION

MARCH-2014

MARKING SCHEME — ECONOMICS (Foreign)
(SET -1)

Expected Answers / Value Points

GENERAL INSTRUCTIONS :

1.

Please examine each part of a question carefully and allocate the marks
allotted for the part as given in the marking scheme below. TOTAL MARKS
FOR ANY ANSWER MAY BE PUT IN A CIRCLE ON THE LEFT SIDE WHERE THE
ANSWER ENDS.

Expected suggested answers have been given in the Marking Scheme. To evaluate
the answers the value points indicated in the marking scheme be followed.

For questions asking the candidate to explain or define, the detailed explanations
and definitions have been indicated alongwith the value points.

For mere arithmetical errors, there should be minimal deduction. Only %2 mark be
deducted for such an error.

Wherever only two /three or a “given” number of examples / factors / points
are expected only the first two / three or expected number should be
read. The rest are irrelevant and must not be examined.

There should be no effort at “moderation” of the marks by the evaluating
teachers. The actual total marks obtained by the candidate may be of no
concern to the evaluators.

Higher order thinking ability questions are assessing student’s understanding /
analytical ability.

{;} indicates value based questions.

General Note : In case of numerical question no mark is to be given if only

the final answer is given.

. Distribution
C1
Expected Answer / Value Points of Marks

1 The economic value of technical training is that it raises the production potential of 1

the country by raising the efficiency of the labor.
2 | Amount of satisfaction obtained from consuming goods and services is utility. 1
3 | Cost which changes with change in output is variable cost. 1
4 Production function refers to the relationship between inputs and output. 1
5 | When in an oligopoly market firms co-operate with each other in determining price 1

and output, it is called collusive oligopoly

Pg. 1
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PPC is downward sloping because to produce more of one good, the economy has
to produce less of the other good. It is because resources are fixed.

Percent change in demand

p

percent change in price

25 25
—20

== =
15 X 100

= —1.25

(No marks if only the final answer is given)

Suppose per unit tax is raised. This raises cost of producing the good. Price
remaining unchanged, profits decline. This is disincentive to producers who supply
less.

OR
Suppose government gives subsidy on production of good. This raises total revenue.
Cost remaining unchanged profit rise. This provides<incentive to the producers to
supply more.

It is under the market condition when a firm can sell more at the given price that
AR = MR throughout as production is increased by the firm. It is because the firm is
a price taker. It means that price, which is same as AR, remains unchanged
throughout. By the average — marginal relationship, AR remains unchanged only
when AR = MR throughout.

10

The large number of buyers is assumed to be so large that an individual buyer’s
share in total purchases is so negligible that he cannot influence the market price
on its own by purchasing more or less. The -outcome is that price remains
unchanged.

11

Assuming that the only, two goods the consumer consumes are X and Y, the
condition of equilibrium are :

MU, _ MU,

(1)—==

Py Py

(2) MU falls as more is consumed

. MU. . . I
Explanation : (1) Suppose P—x > —2 The consumer will not be in equilibrium
x y

because per rupee MU from x is greater than per rupee MU from Y. This will

induce the consumer to buy more of x by reducing expenditure on Y. It will lead to

MU
fall in MUx and rise in MUy, till 2% = 22
Py Py

MU.
P

(2) Unless MU falls as more is consumed of a good the consumer will not reach
equilibrium.

MU,

MUy,
< —_ s also correct.)

(Explanation based on
Py 'y

%

%

QB365 - Question Bank Software
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OR
According to the utility analysis, the consumer is in equilibrium when
MUy _ MUy
Py P

Now, given that P, falls, then
MUy > _MUy
Py P,

Since per rupee MU, is higher than per rupee MU,, the consumer will buy more of
Xandlesson.

12

When with the rise in income of the consumer demand for a good increases, that
good is a normal good for that consumer. If with rise in income demand for the
good decreases than that good is inferior for that consumer.

A good is not necessarily inferior for all the consumers. A good which is inferior for
a higher income consumer may be a normal good for the lower income consumer. It
is not the consumer but the income level of the consumer which determines
whether a good is normal or inferior.

13

\;
TP
i
1 TP
{ :
: i
I |
o A B Variab e
I-r\]::ui

The different phases in the law of variable proportions are

Phase : | TP rises at an increasing rate and MP rises, as is upto A.

Phase : Il TP rises at decreasing rate and MP falls but remains positive, i.e.
B.

Phase : lll TP falls and MP and MP becomes negative after B.

FOR THE BLIND CANDIDATES :

On the same lines as above (without diagram) but with reasons.

QB365 - Question Bank Software
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Let the only two goods the consumer consumes are X and Y.

14
The two conditions of equilibrium are
(1) MRS = = 1
Yy
(2) MRS falls as more of x is consumed in place of Y. 1
Explanation :
(1) Suppose MRS > i—x i.e. consumer is not in equilibrium it means that to obtain
y
one more unit of X consumer is willing to sacrifice more units of Y as compared
to what is required in the market. The consumer buys more of X. MRS falls and 3
continue to fall till it is equal to II:_x and the consumer is in equilibrium.
y
(2) Unless MRS falls as consumer consumes more of X , the consumer will not 1
reach equilibrium again.
(Explanation based on MRS < Px/P is also correct)
y
OR
The Three properties are
(i) IC slopes downwards from left to right.
(i) IC is strictly convex
(iii) IC to the right has higher utility. 1x3=3
Explanation :
(1) Slope downwards because to consume more of good on the x-axis , the
consumer must give up some quantity of good on the Y-axis so that the consumer
remains on the same level of satisfaction.
(2) Strictly convex because it is assumed that MRS continuously falls due to the law 1x3=3
of diminishing marginal utility. X3=
(3) IC to the right has higher utility level because. it is assumed that higher
consumption means higher utility.
15 Output TR TC MR MC
1 8 10 8 10
2 16 18 8
3 24 23 8 5
4 32 31 8 8 Equilibrium
5 40 41 8 10 2
The producers is in equilibrium at 4 units of output 1
Reason (1) MC= MR 1
(2) MC > MR after equilibrium 1
1

Profit=TR-TC=32-31=1

QB365 - Question Bank Software
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16
Prcce
Pr -
P
- X
Gua»hl»g
Excess demand for a good in a market occurs when actual price of the good is lower
than the equilibrium price. A is in diagram at the actual price OP,, excess demand is
S1D; . At this price the consumer will not be able to buy all that they want to buy at
OP;. Its chain of effects are :
- There will be competition among the buyers leading to rise in price.
- Risein price will increase supply along the S- Curve and reduce demand
along the D-Curve as indicated by the arrows.
- The trend will continue till the market reaches equilibrium at E.
FOR THE BLIND CANDIDATES :
On the same lines based on a schedule
SECTION -B
17 | The central bank is the apex bank engaged in regulating commercial banks.
18 | When AD falls short of AS at the full employment-level of income the difference
between AS and AD is called deficient demand.
19 | Aggregate supply refers to the values of final goods and services planned to be
produced in an economy during a given year.
20 | Primary deficit refers to fiscal deficit less interest payments.
21 | Balance of trade
22 | Non-monetary exchanges refer to the goods and services produced but not
exchanged through money, like the domestic services rendered by the members of
a family to each other. The value of these services is many a times difficult to
estimate and so it escapes national income estimation. These exchanges however
have positive effect on the welfare of the people.
23 Deferred payments mean payment contracted to be made at some future date.

Money serves as a standard of such deferred payments, like in borrowing and
lending activities. It has made possible the creation of banking system.

QB365 - Question Bank Software
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OR
The significance of money as a store of value is that money can be stored for use in
future. One can use one’s present income in future because money comes in

convenient denominations and is easily portable. 3
24 (i) Expenditure on scholarships is revenue expenditure because it neither creates 1%
any assets nor reduces liability.
(ii) Expenditure on building a bridge is capital expenditure because it leads to 1%
creation of assets
25 | BOP deficit occurs when autonomous foreign exchange receipts fall short of
autonomous payments. Autonomous transactions are those which are not 3
influenced by other transactions in BOP.
26 When exchange rate rises, the value of domestic currency, rupee in case of India, 1
falls. It is depreciation of rupee.
It makes imports costly because to import one unit of foreign currency worth of
goods and services, the domestic purchasers have to part with more rupees,. Since 2
imports become costly, imports fall.
27 | Stock of money in a country on a particular day is termed as money supply. It has
two components : currency with public outside banks and demand deposits. 4
Demand deposits are deposits which can be withdrawn by writing cheques. Both
the components are usable for carrying out transactions at will.
OR
Currency authority function means that the central bank has the sole authority to
issue currency. It brings uniformity in note circulation. It also gives power to the 4
central bank to directly control money supply.
28 Y=C+MPC(Y)+1I 1%
900 = C + (1 —0.10)900 + 80 1%
C =900 —810—80 = 10 1
(No marks if only the final answer is given)
29 | Spending on free services to the poor raises their standard of living and at the same
time helps in reduction in income inequalities. It also helps in raising production 4
potential of the country by raising the efficiency level of the working class among
the poor.
30 GNNypp.= (il +vi) + vii +viii + (v +v) +ix +xi +x— i 2
=400 + 50+ 100+ 70+ 50 + 150 + 300 + 80 + 140 — (—10) 1%
= Rs.1350 Arab. I
NNDI = GNBy,, — xi — ii 1
= 1350 — 80 — 20 %
= Rs.1250 Arab I
31 (i) Bonus should be included because it is compensation paid to employees. 2
(ii) Addition to stocks should be included because it is investment a final
expenditure. 2
(iii) Purchase of a taxi by taxi driver should be included because it is final
expenditure on investment. 2

(No marks if the reason is not given)

QB365 - Question Bank Software
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32

ad c+IJ

INeomE

I

INetoME

The two alternative approaches of national income determination are

(1) AD = AS which is on E in the upper part of diagram when AD curve intersects
the 45° line with equilibrium income OM.

(2) S = | which is E1 in the lower part of the diagram when saving curve
intersects the investment curve at E1 with OM as the equilibrium income
level.

OR
Y
c,$
c
B
|
" 1
[ i .S
i s
L
o us - y
By Income
- ”/
ot
Steps :

(i) Given consumption Curve CC, take 0S; equal to OC
(ii) Draw a perpendicular from B to intersect X-axis on B;.
(iii)  Join S1 and B1 and extend to obtain the saving curve.

1%

1%
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For the Blind Candidates :
e Derivation of the two approaches

Explanation
OR
e Consumption function : Meaning
Explanation of components
e Saving function : Meaning

Explanation of component

QB365 - Question Bank Software
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