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General Instructions :

(i)

(ii)

(iii)

(iv)

()

(vi)

(vii)
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All questions in both the sections are compulsory.
Marks for questions are indicated against each question.

Questions No. 1 - 3 and 15 - 19 are very short-answer questions carrying
1 mark each. They are required to be answered in one sentence each.

Questions No. 4- 8 and 20 - 22 are short-answer questions carrying
3 marks each. Answers to them should normally not exceed 60 words
each.

Questions No. 9 — 10 and 23 - 25 are also short-answer questions
carrying 4 marks each. Answers to them should normally not exceed
70 words each.

Questions No. 11 - 14 and 26 - 29 are long-answer questions
carrying 6 marks each. Answers to them should normally not exceed
100 words each.

Answers should be brief and to the point and the above word limits
should be adhered to as far as possible.
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SECTION A

Ife Hiura yfaeaod @ i@ o @ &1, @ sElmE 9w\ g o
(TR faehed Q) 1
(1) =6 3N TTEl 9

(@) =6 R TTal A

(@) =6 R Tar dieft W

() W H AR goAal 39

If Marginal Rate of Substitution is increasing throughout, the
Indifference Curve will be : (Choose the correct alternative)

(a) Downward sloping convex

(b)  Downward sloping concave

(c) Downward sloping straight line

(d) Upward sloping convex

Fare @1 i g G | 1
Define budget line.

afe seg X it himd i |, a&g Y 1 A sedt 2, @ g1 e e 3§
(@&l ferehe FHY) 1
(1)  uferd

@ T

(@) @t &

(3) foard

If due to fall in the price of good X, demand for good Y rises, the two
goods are : (Choose the correct alternative)

(a)  Substitutes
(b)  Complements
(c) Not related
(d)  Competitive
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WW@W@W@?%W%WQ@% -8 (minus sign) W1
Had HHEATRT |
Explain the significance of ‘minus sign’ attached to the measure of price
elasticity of demand in case of a normal good, as compared to the ‘plus
sign’ attached to the measure of price elasticity of supply.

HRU FqTd gY ARG qTicTsh T STMaTRA ITTeH GHWIEAT d5h o TTHR T
feoquft i

g X (3HT3) T Y (31E)
0 16
1 12
2 8
3 4
4 0

Giving reason comment on the shape of Production Possibilities Curve
based on the following schedule :

Good X (units) Good Y (units)
16
12
8
4

0

W N[+ O

TR & J9 W i foeeft Fewmert o “ara @ s9130” (Make in India) ¥
i T YR o IcqIET TUEET Ih W FIT JUTE g4 hl GUET 8 2
qugnsa |

HAYAT

USR] G LA o YAl ol AeHaedl shl IcqTe SHAT T I THTE T8
TS & ? GHETSY |
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What is likely to be the impact of “Make in India™ appeal to the foreign
investors by the Prime Minister of India, on the production possibilities

frontier of India ? Explain.

OR

What is likely to be the impact of efforts towards reducing
unemployment on the production potential of the economy ? Explain.

7.  ‘dam hma (Freaw i HYaRon) % T aeg % SR W R I9E 9Sd @ 2
@t 1 YA H | 3

What are the effects of ‘price-floor’ (minimum price ceiling) on the
market of a good ? Use diagram.

Fig:  [Arkiiad o7 Faci R ahemiear & g 397 G317 % 9 WE |
Note : The following question is for the Blind Candidates only in lieu of

Q. No. 7.
T FE] SR R ad hHma’ (Freran i i) o gwe a9smsg | 3
Explain the effects of ‘price-floor’ (minimum price ceiling ) on the market
of a good.
8. T IICHIUR FT9R H TR-hHd AR 1 e FHesy | 3

Explain the implication of non-price competition in an oligopoly market.

9. UG TH ag hI AfUwIE IHEA H1 Icqred R Smar @ () SfEa
A AN AR (F) d iad] T sl 1 S8R &l 8 2
roran
3ftEa Fed (M) i gt e | g Hife T sitea wefed o7
FId THEEH Bd B | 4

What is the behaviour of (a) Average Fixed Cost and (b) Average
Variable Cost as more and more units of a good are produced ?

OR

Define Average Revenue. Show that Average Revenue and Price are
same.
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11.

12.

13.

Note :
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3heh! Shmd 25 Ufderd wH & S 7, a1 SUHRA 39 9%q W T 75 A Ll
7 | gfaera fafer gro | st hma = w1 gierad i |

A consumer spends ¥ 100 on a good priced at ¥ 4 per unit. When its
price falls by 25 percent, the consumer spends ¥ 75 on the good.

Calculate the price elasticity of demand by the Percentage method.

Tsh %] I SR Ggad H 8 | a%g S A § “Ghg” & A 7 | 39 qiEdd
% SRV g Il Y9G I T THATET |

Market for a good is in equilibrium. The supply of the good “increases”.

Explain the chain of effects of this change.

Tresy foh Al qeH i w1d i 71 & 1 T 3cq1eeh ddad § I Aal 2 |
Explain why will a producer not be in equilibrium if the conditions of

equilibrium are not met.

T IcuTg o &9 H IR ATl b o0 o s =20 91 § 2 T =
T RO SqT3T | [T Bl SN <hINT |

What are the different phases in the Law of Variable Proportions in
terms of marginal product ? Give reason behind each phase. Use

diagram.

HETfTRaT F97 a7 gIRgia ahemiaal & 1o7q o7 G&37 13 & € W& |

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

giEdt Ui o o < fofYe <A i U @dcHe 3QTeW i Herdl |
HHART |

Explain with the help of a numerical example different phases in the

Law of Variable Proportions.
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14. T YR hadl gl egali X 3T Y T 99T &l 2, 31 I IR Ha

T 2 9l 31 B | afe Iuviht AT aegatl o1 WEn @ g @ fored i
YfeRTaT g 2 & SR 7, A 91 IUAH Tqa | 8 ? F1 AT I 441 2 Vet
feufa o e foehl SUMIRRT 1 AT ? THEATET, |

HAAAT

Teh IUNRHT hadd &l aegali X 3R Y &1 Iu9N iar 8, aeht Fimd o
T 53N T 4 F | ARG AT T STl 1 WA TAT AT 7 o X
Hgid TR 4 &% e R Y Y diHr 3w 5 o SUe 7, ql o
UM T | 7 ? 1 AUl 1 da1 ? uE feufq § ue foaeht 3udh @
T ? YA Torzeisor 1 IwAA AT | 6

A consumer consumes only two goods X and Y, both priced at ¥ 2 per
unit. If the consumer chooses a combination of the two goods with
Marginal Rate of Substitution equal to 2, is the consumer in
equilibrium ? Why or why not ? What will a rational consumer do in this

situation ? Explain.

OR
A consumer consumes only two goods X and Y whose prices are ¥ 5 and
T 4 respectively. If the consumer chooses a combination of the two goods
with marginal utility of X equal to 4 and that of Y equal to 5, is the
consumer in equilibrium ? Why or why not ? What will a rational

consumer do in this situation ? Use utility analysis.
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Qus d
SECTION B

T seTe § 1fies =7er a8 Bidm @ : (W faehed giw)
() TR =T — Tred grfeat

(F) P = —Fet feqat
(") TS 9l — =N JIdE
(3) TSI ©1eT — A T

Primary deficit in a government budget is : (Choose the correct

alternative)

(a)  Revenue expenditure — Revenue receipts
(b)  Total expenditure — Total receipts

(¢)  Revenue deficit — Interest payments

(d)  Fiscal deficit — Interest payments

gafse 1o § HHY AT 9 = U g 2

What is ‘aggregate demand’ in macroeconomics ?

e Fwia UM Ighd = 1, 70k 1 Ged I8 BT : (FE foehed gi)
(3) o

(@) 1
(@) o031 d=
(3) o=

If MPC = 1, the value of multiplier is : (Choose the correct alternative)
(a) O

(b) 1

(c) Between 0 and 1

(d) Infinity
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3 910 qoad & W, J1¢ Rl ol W T9gei qgl ohl OTWR hivd (RdT g, af

TR o (e R gim) 1
(31) #® gfg B A Gura At R

(F) o ol oM I HWrEET Bt @

(@)  dig 8N o i it 3 T GureETd Bt 8

(8) WIS SWTE A& B ol G Bl B

Other things remaining the same, when in a country the market price of
foreign currency falls, national income is likely : (Choose the correct
alternative)

(a) torise

(b)  tofall

(c) to rise or to fall

(d) to remain unaffected

TcI&T L TcIT ST hacdldl & Sifh I8 Hiel &l 399 9Ied fehan STl ®
(@%ﬂv_qﬂﬁQ 1
(31) IcuTEeh! ¥ IedTied St |

(@) fashareti ¥ aqe 9= W

(|)  sharsli ¥ SEqU @ied T

(3) T HHAW Il °

~—

Direct tax is called direct because it is collected directly from : (Choose
the correct alternative)

(a)  The producers on goods produced

(b)  The sellers on goods sold

(c) The buyers of goods

(d) The income earners

TorceTt @ 39T AW Fqe @Td H gl Gl kT SITAT 8 ? R TSy | 3

Where is ‘borrowings from abroad’ recorded in the Balance of Payments
Accounts ? Give reasons.
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22,
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qRdfash dehel SR 3cd1g T 500 B AR A ok (LR = 100)
125 &, qI Hifgeh Tehcd <IMT IUTE oAl IRehard ShifvTT |
If the Real GDP is ¥ 500 and Price Index (base = 100) is 125, calculate
the Nominal GDP.

fer (fa) e @ o o=ielt (7= fafima g 3 = afimr 2 2
T

e et (vafea fordt) fafme @ w1 o1 wwemsT |

What are fixed and flexible exchange rates ?

OR
Explain the meaning of Managed Floating Exchange Rate.

T IFfIaTl HqeH H 7 | FHfaRad | FHwiq s=a ygia @1 aienad I

TE 3™ = 1000
IR YU = 100
9w = 120

An economy is in equilibrium. Calculate the Marginal Propensity to
Save from the following :

National Income = 1000
Autonomous Consumption = 100

Investment = 120

el Sk R “Sehl T S R HHETIT |
HAAAT

e Sk 1 “TRIhdl S HE THIET |

Explain the “Bankers’ Bank function” of the central bank.
OR

Explain the “Bank of Issue function” of the central bank.
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26.
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ST Sh T &, 7 q21 o

8 | THSST | IS Siehi gRI 39 g1 ol ol TSI 3T 9 F1 JHTE TS
ST & ? FHETST | 4

Currency is issued by the central bank, yet we say that commercial

banks create money. Explain. How is this money creation by commercial
banks likely to affect the national income ? Explain.

A FEHHEAE HH A H HHR S ifd 1 8 T L Hehdl & ?
HHHATST | 6

Explain how the government can use the budgetary policy in reducing
inequalities in incomes.

HRUT SATd BY THSY foh TSf T 1 Sfrehed Hid w9 fefafad & @

T STIBR ToraT ST =feN 6

i) T % B TH B G A YA

(i) e SATh %l Teh seh GRI SATSl YIIAH

(iii) T S I Teh Afth GRI ST YA

Giving reason explain how the following should be treated in estimation
of national income :

(1) Payment of interest by a firm toa bank

(ii))  Payment of interest by a bank to an individual

(iii) Payment of interest by an individual to a bank

‘STl 7T " A AT B 2 3Eeh! QU H S Ul fHerT EHETIT |
T

‘sifq wiT (SAfemiT) | R AMIE B ? 3ER QT HH W OUld el U
fHeRT THETET | 6

What is ‘deficient demand’ ? Explain the role of ‘Bank Rate’ in removing
it.

OR
What is ‘excess demand’ ? Explain the role of ‘Reverse Repo Rate’ in
removing it.
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29. AR $Md W Fadt T 341G qT Adheh AT ol UIeheld iy

(g T)
(1) TR g EEdTaiy] EeRIGIE 7
(i) TR AfaH 39T = 50
(i) et mama (-) 10
(iv) Tree it s g i 60
(v) Tt sifom suaim = 300
(vi) Toft e 280
(vii) Tacett =1 FHaa e o (—)5
(viii) 3TfaH weie 8
(ix) ARfYH T 8
(x) HoIgHE 12
(xi) Trm e 60
(xii) Tt < wfdenfa sm 20

Calculate ‘Net National Product at Market Price’ and ‘Personal Income’ :

(¥ crores)
(1) Transfer payments by government 7
(i1)  Government final consumption expenditure 50
(iii) Net imports (=) 10
(iv) Net domestic fixed capital formation 60
(v)  Private final consumption expenditure 300
(vi)  Private income 280
(vii) Net factor income to abroad (-)5
(viii) Closing stock 8
(ix) Opening stock 8
(x)  Depreciation 12
(xi)  Corporate tax 60
(xii) Retained earnings of corporations 20
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SENIOR SCHOOL CERTIFICATE EXAMINATION

MARCH-2015
MARKING SCHEME — ECONOMICS (OUTSIDE DELHI)
(SET-1I)

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.

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

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

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

5. 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.

6. 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.

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

General Note : In _case of numerical question no mark is to be given if only
the final answer is given.
. Distribution
B2
Expected Answer / Value Points of Marks

1 | (b) Downward sloping concave. 1
2 | Budget line is the locus of points that represent such bundles of only two 1

goods the consumer consumes on which consumer’s expenditure is exactly

equal to consumer’s income.
3 | (b) Complements 1
4 | The measure of price elasticity of demand has a minus sign because there is

inverse relation between price and demand of a normal good, while the 3

measure of price elasticity of supply has plus sign because there is direct

relation between price and supply of a good.

Pg. 1
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Good X Good Y

(Units) (Units)
0 16 -
1 12 4Y:1X
2 8 4Y:1X
3 4 4Y:1X
4 0 4Y:1X

MRT

Since MRT is constant, PP curve will be downward sloping straight line.

(Diagram not required)

‘Make in India’ appeal signifies invitation to foreign producers to produce in
India. This will lead to increase in resources thus raising production potential
of the country. As a result PP curve will shift upwards.

(Diagram not required)
OR

Reducing unemployment has no effect on the production potential of the
country. It is because production potential is determined assuming full
employment.

Unemployment indicated that the country is operating below potential.
Reducing unemployment simply helps in reaching potential.

(Diagram not required)

When government imposes lower limit on a price that may be charged for a
particular good or service, it is called minimum price ceiling e.g. price OP;. At
this price the producers are willing to supply P1B or (0Q,) While consumers
demand only P;A (=0Q;). Unable to sell all they want to sell, the producers
may try to illegally sell below the minimum price. (Answer based on minimum
wages is also correct)

%
Price
P
p

For blind Candidates Only :

When government imposes a lower limit on a price that may be charged by the
producers of a good or service, it is called price floor.

Since this price is above the equilibrium price, at this price producers are
willing to supply more but the buyers are willing to buy less. This creates
surplus in the market. Due to this producers may adopt illegal ways and sell
the product or service at a lower price.

QB365 - Question Bank Software
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8 | Non-Price competition means competition between firms on the basis of
methods other than price. Firms try to avoid price competition for the fear of 3
price-war. They use other methods like advertising, better services to
customers. etc to compete with each other.
9 (a) AFC falls continuously as more and more output is produced. 2
(b) AVC falls initially and after a level of output, starts rising as more and 2
more output is produced.
OR
Average revenue equals Total Revenue divided by the output produced.
TR=PXxQ 1
AR — TR
Q
And AR =22 =p 3
Q
10 Price Exp. Demand
4 100 25 1%
3 75 25
P _ AQ
440 1
25 —
=0 Y
(No marks if only the final answer is given)
11 | - Given equilibrium, supply ‘increases.’
- Price remaining unchanged, excess supply emerges.
- Excess supply leads to competition among sellers causing price to fall.
- Fall in price causes rise (expansion) in demand and fall (contraction) in
supply.
- These changes continue till the market is in equilibrium again at a lower price 6
(Diagram not required)
12 | The equilibrium conditions are : (i) MC = MR and (ii) MC > MR after equilibrium
Suppose MC = MR condition is not met. Let MC > MR. In this it will | be
profitable for the firm to produce more or less depending upon the
relative changes in MC and MR till MC = MR. Similarly, if MC < MR it will
also be profitable to produce more till MC = MR. 3
Now Suppose ‘MC > MR after equilibrium condition is not met’ and MC
< MR after equilibrium. In this case the firm will not be in equilibrium,
because it can increase its profits by producing more. 3

(Diagram not required)

QB365 - Question Bank Software
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13

The Phases are :

Phase : | MP rises upto A

Phase : Il MP falls but is positive i.e. between A and B.
Phase : lll MP falls and is negative i.e. after B

Reasons

Phase | : Initially variable input is too small as compared to the fixed input, As
production is increased there is specialization of variable inputs and efficient
use of the fixed input leading to rise in productivity of the variable input. As a
result MP rises.

Phase Il : After a level of output a pressure on fixed input leads to fall in
productivity of the variable input. MP starts falling but remains positive.

Phase Ill : The amount of variable input becomes too large in comparison to
the fixed input causing decline in total product. MP becomes negative

MP

Pha“I PhdSlll H\Q—Q?m

X
o B\ N ar(o.bll
Impdd -

For blind Candidates Only :

Variable input TP MP
(Units) (Unit) (Unit)
1 6 6
2 20 14
3 32 12
4 40 8
5 40 0
6 37 -3
Phases :

(1) TP increases at increasing rate upto 2 units.
(2) TP increases at decreasing rate upto 5 units.
(3) TP falls from 6 unit onwards.

Causes :

Same as above

1%

1%

%x3

QB365 - Question Bank Software
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14 | Given Px =2, Py =2 and MRS = 2, A consumer is said to be in equilibrium when
MRS = -%
Py
Substituting the values we find that
2> z
2
i.e. MRS > =
Py
Therefore, consumer is not in equilibrium.
MRS > i—" means that consumer is willing to pay more for one more unit of X as 3
y
compared to what the market demands. The consumer will buy more and
more of X. As a result MRS will fall due to the Law of Diminishing Marginal
Utility. This will continue till MRS = i—x and consumer is in equilibrium.
y
(Diagram not required)
OR 3
Given P, =5 ,PB, =4 and MU,=4 , MU, =5, the consumer will be in
equilibrium when
MUy _ MUy
Py P
Substituting values, we find that
fo S op MU MU
5 4 Py Py
The consumer is not in equilibrium. 3
Since per rupee MU, is lower than per rupee MU,, , the consumer will buy less
of x and more of y. As a result due to Law of Diminishing Marginal Utility,
MU, will rise and MU,, will fall till
MU 3
Me =2y (Diagram not required)
Py Py,
SECTION -B
15 | (d) Fiscal deficit Minus interest payment 1
16 | Value of final products the buyers are planning to buy during a given period at 1
a given level of income.
17 | (d) infinity 1
18 | (b) to fall 1
19 | (d) the income earners 1
20 ‘Borrowings from abroad’ is recorded in the ‘capital account’ of BOP account 1%
because it increases international liability of the country.
It is recorded on the credits side because it brings in foreign exchange into 1%

the country.

QB365 - Question Bank Software
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21

Nominal GDP

Real GDP = x 100 y
Price Index 17
500 = Nominal GDP < 100
B 125 1
Nominal GDP 500 x 125
omina = —
100
= Rs.625 %
(No marks if only the final answer is given)
22 | Fixed Exchange Rate is the exchange rate fixed by the government / central
bank and is not influenced by the demand and supply of foreign exchange. 1%
Flexible exchange rate is the exchange rate determined by the forces of
demand and supply of foreign exchange in the market and is influenced by the
market forces. 1%
OR
Managed floating exchange rate is the flexible exchange rate with intervention
by the central bank through the market for foreign exchange to reduce
fluctuations in the rate. When foreign exchange rate is too high, the central
bank starts selling the foreign currency from its reserves. When it is too low 3
central bank starts buying foreign currency in the market.
23 Y=C+MPC(Y)+1I 1%
1000 = 100 + MPC(1000) + 120 1
1000 — 100 — 120
_ = 0.78 1
1000
MPS = 1— MPC = 0.22 %
(No marks if only the final answer is given)
24 As the banker to the banks, the Central Bank holds a part of the cash reserves
of commercial banks. From these reserves it lends to commercial banks when 4
they are in need of funds. Central bank also provides cheque clearing and
remittance facilities to the commercial banks.
OR
The central bank is the sole authority for the issue of currency in the country.
It promotes efficiency in the financial system. It leads to uniformity in the a
issue of currency, and it gives Central Bank control over money supply.
25 | Money supply has two components: Currency and demand deposits with
commercial banks. Currency is issued by the central bank while deposits are
created by commercial banks by lending money to the people. In this way 2
commercial banks also create money.
Commercial banks lend money mainly to investors. The rise in investment in
the economy leads to rise in national income through the multiplier effect. 2

QB365 - Question Bank Software
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26

Government can reduce inequalities through its tax and expenditure policy.
Government can charge higher rate of tax from higher income groups by
imposing higher rate of income tax and higher rate on goods and services
purchased by the rich. The money so collected can be spent on the poor in the
form of free education, free medical facilities, cheaper housing etc. in order to
raise their disposable income.

27

(i) Payment of interest by a firm to bank is treated as a factor payment by
the firm because the firm borrows money for carrying out production
and therefore included in national income.

(ii) Payment of interest by bank to an individual is a factor payment
because bank borrows for carrying out banking services and therefore
included in national income.

(iii) Payment of interest by an individual to bank is not included in national
income because the individual borrows for consumption and not for
production.

(No marks if reason is not given)

28

Deficient Demand: is the amount by which the aggregated demand falls short
of aggregate supply at full employment level. It causes fall in price level.

Bank Rate: is the rate of interest at which central bank lends to commercial
banks for long term. The central bank can reduce deficient demand by
lowering Bank Rate. When central bank lowers bank rate. Commercial banks
also lower their lending rates. Since borrowing becomes cheaper, people
borrow more. This leads to rise in aggregate demand and thus helps in
reducing deficient demand.

OR

Excess Demand: is the amount by which the aggregated demand exceeds

aggregate supply at full employment level. It causes inflation.

Reverse Repo Rate: is the rate of interest paid by the central bank on deposits

by commercial banks. Central Bank can reduce excess demand by raising the
Reverse Repo Rate. When the rate is raised, it encourages the commercial
banks to park their funds with the central bank. This reduces lending capacity
of the commercial banks. Lending by the commercial banks to public declines
leading to fall in aggregate demand.

29

NNPB,, =v+ii+ (iv + viii — ix) — iii — vii
=300+50+60+8—-8—(—10) — (-5)
= Rs.425 Crore

Personal Income = vi — xi — xii

=280 — 60— 20
= Rs. 200 Crore

(No marks if only the final answer is given)
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