QB365 - Question Bank Software

Series ONS/1 Set 3
I 7.
Cod: No. 58/1 l3
e . Tdieqell hie i I & J@-
Roll No. '
Iy W 31ayy ford |

Candidates must write the Code on
the title page of the answer-book.

o FHNTSE R A W IA-F A YA IS 16 2 |

 TH-UF H qTfe 719 Sl 3T U 70 e Trer i B I -Jiederl & Ja-78 W foid |

o HUAT S B A Th 3 IH-TTH 30 T & |

. AT TTF HT I FREHT I[E o & U, T Tl Shlich HAT9d Ford |

« 3H YH-TF &l Ugd & foAw 15 e 1 om o mn 2 | yeE-uw w6 faawor qatg |
10.15 =< TohaT SIT@T | 10.15 &I9F & 10.30 S G BT haled Y¥H-UF Sl Uil 3R 39
1At o TR o IT-YIEehT T IS I T2l forel |

» Please check that this question paper contains 16 printed pages.

* Code number given on the right hand side of the question paper should be written
on the title page of the answer-book by the candidate.

* Please check that this question paper contains 30 questions.
* Please write down the Serial Number of the question before attempting it.

* 15 minutes time has been allotted to read this question paper. The question paper
will be distributed at 10.15 a.m. From 10.15 a.m. to 10.30 a.m., the students will
read the question paper only and will not write any answer on the answer-book
during this period.

AT
ECONOMICS

fFerfia g : 3 awe ] [ SferBaq 37 : 100

Time allowed : 3 hours | [ Maximum marks : 100

13391
1. 3 @sl & a4 597 1A & |

[P.T.O.

QB365 - Question Bank Software




QB365 - Question Bank Software

2. I & 3% I J7 & G 7T TTE |

3. G 1-5 3K 16-20 AfGTIHR J97 & | FAF & 70 1 3%
1REITRa &1 5% %1 37 0 17 5 &1 |

4. TG 6-8 3R 21-23 THR 97 & 574 Fe% & 170 3 37%
13ETR & | Grar=Iaan 3 &1 3R 60 I155] G 3% T 81 |

5. ¥ G 9-11 3K 24-26 4 TR J97 & 974 &% & forg
4 37% [FERe & | g% FT 3T GE=ITIT 70 F1551 @ 3718 7 511

6. I E 12-15 3R 27-30 IR Fo7 & 3R I78 J4% & 1@
6 37% 4R &1 374 TeF F1 I EI=TT 100 F155] G 315%
&l

7. 30 GI&F 3N [AIFET & 79T IIrGYa IR @ o1 [Feia
oG-I FHT ST &F & GIci7 1537 ST |

Instructions :

1. All questions in both the sections are compulsory.

2. Marks for questions are indicated against each question.

3. Question No. 1-5 and 16-20 are very short answer questions
carrying 1 mark each. They are required to be answered in
one sentence.

4. Question No. 6-8 and 21-23 are short answer questions

58/1/3

carrying 3 marks each. Answers to them should not normally

exceed 60 words each.
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5. Question No. 9-11 and 24-26 are also short answer
questions carrying 4 marks each. Answers to them should not

normally exceed 70 words each.

6. Question No. 12-15 and 27-30 are long answer questions
carrying 6 marks each. Answers to them should not normally

exceed 100 words each.
7. Answer should be brief and to the point and the above word
limit be adhered to as far as possible.
e A
SECTION A
1. ‘oaee’ goeh! fasivar 2 : (wd faesren gfu) 1

(a) e ot et
(b) HIA UT SFAHTRIHR
(c) (a) 3R (b) &M
(d) U H g T

‘Homogenous products’ is a characteristic of : (choose the correct
alternative)

(a) Perfect competition only
(b) Perfect oligopoly only
(c) Both (a) and (b)

(d) None of the above

58/1/3 3 [P.T.O.
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2. T BH & I H hiAd R A & o foudiq geg gar ® ¢ (T
ferereq gfo)

(a) had THIURR §

(b) et TehTTerhTia gfcRnfirar #

(c) USRTIRR TR UhTTerehTieh Tfaafirar gt o
(d) et ot SfafiraT §

There is inverse relation between price and demand for the product

of a firm under : (choose the correct alternative)

(a) Monopoly only

(b) Monopolistic competition only

(c) Both under monopoly and monopolistic competition

(d) Perfect competition only

3. & 3d AFId S @ 1 dl HEid dnTe 3R 3Ed 9 8 9 g9y
BATg?

What is the relation between marginal cost and average cost when

average cost is rising ?

58/1/3 4
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4. WA AT o ww awg i frewTid SHEEAl deH W T e
(7)) FR X et welt | et feufa & wimta wenfid « (Tt foken
i) 1
(a) ofiod genfeg @ aferes anft
(b) 3MHd FEfed & T Bt
(c) 3fred genfed & su gl
(d) =@ e

Suppose total revenue is rising at a constant rate as more and more
units of a commodity are sold, marginal revenue would be :

(choose the correct alternative)

(a) Greater than average revenue
(b) Equal to average revenue
(c) Less than average revenue

(d) Rising

5. sl o A a7 I

When does ‘decrease’ in supply take place ?

6. < Fgel X R Y il FHa-AiT o AW -2 AW -3 B FH &
forgeh Sma -t o s1feren  3fi ai? 3

Price elasticity of demand of good X is —2 and of good Y is —3.

Which of the two goods is more price elastic and why ?

58/1/3 5 [P.T.O.
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7. AfeRan shiad HimT fuior w37 39 uiumd gHese?

HAYAT

Ife SR HHd Gga shiAd & A T A 38eh RO B ATel TAET I
TGl FHAT

What is maximum price ceiling ? Explain its implications.

Or

Explain the chain effects, if the prevailing market price is below

the equilibrium price.

8.  TH IUIFdl had &l FEGHT X IR Y H1 YU HLAl 71 T il
Hita ST 2 81 X 3R Y &1 Ui $h1s hiFd %A 1%, 9 2 %, B
AT IUAIFAT et | © | ST Al 3T Ffcifshan om grft ? Twems |

A consumer consumes only two goods X and Y. Marginal utility
of each is 2. The price per unit of X and Y is Re. 1 and Rs. 2
respectively. Is the consumer in equilibrium ? What will be the

further reaction of the consumer ? Explain.

9, 3IcUTGT oA shi IRMTET ST | STeUeRTel 9 3R SElehTed 3cdTed Haadl
o site Hg i)

HAAT

58/1/3 6
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ANTA shl IR <ifeTe | ST 3T aiardt i o sfi= 9e hifsie| g
1 ThH—Teh 3L <l | 4

Define production function. Distinguish between short run and long

run production functions.

Or

Define cost. Distinguish between fixed and variable costs. Give one

example of each.

10. <9 UH &g hl HHd I IHE 12 % T F@hL_15 ®. B St 2 d
3caresh 50 faera siferek s qfd et 21 qfd hHa A @ 2o
qRERe RIS 4

When price of a good rises from Rs. 12 per unit to Rs. 15 per unit
the producer supplies 50 per cent more output. What is the price

elasticity of supply ? Calculate.

11. T %] &l () A0 SHd § gigd o (@) Tfaeamdt ag 6t i
EREEREEICIS EIR LR EIC R R EIHY 4

Explain the effect of (a) change in own price and (b) change in

price of substitute on demand of a good.

12. IARME I3 foweryor § U1 dga ohi I1d gHesy| 6

Explain the conditions of consumer’s equilibrium using

indifference curve analysis.

58/1/3 7 [P.T.O.
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13. T Ul St STeiR | ffoiRad o aioms aHesy

(a) SHATsTi i It TE
(b) AT sl JaTT 37 Fenret Y Tardsrar

AT

Teh TR IR 8§ fr=feiRaa o aftom gaemzu

(a) AT sh! TR feiar
(b) TR-shma gfqaifirar

Explain the implications of the following in a perfectly

competitive market :

(a) Large number of buyers

(b) Freedom of entry and exit to firms

OR

Explain the implications of the following in an oligopoly

market :
(a) Inter-dependence between firms

(b) Non-price competition

14. I8 9H X foh w5 off TE1eq Ot IEqaTi o 3c9TE § Tk 99 38 R
T, 3G 95 1 T FATSY S FFTEAT shl IcqTe AT hi fawrdn 2|
ST AT GU 36eh! oo sse |

Assuming that no resource is equally efficient in production of all
goods, name the curve which shows production potential of the

economy. Explain, giving reasons, its properties.

58/1/3 8
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15. “omqfd " | gfEd ) SR CHd § 9iEde o siie 3T eHest|
[T R JART IS

Explain the distinction betwen “change in quantity supplied” and

“change in supply”. Use diagram.

e : hae gy arfim udenfeft & fore wva v 15 & e W)

“omgfd AwEn # ufEd SR eyl # ufEed % S ST auEsu|
TfCToRT 3T FATT I |
Note : For blind candidates in lieu of Q. No. 15.
Explain the distinction between “change in quantity supplied” and
“change in supply”. Use schedule.

@Ed

SECTION B
16. TSI HTeT SHeh UM Bl & : (W foehed i)

(a) SIS I
(b) =k
(c) SIS YT ¥I2T 30T

(d) =1 T S YA

Fiscal deficit equals : (choose the correct alternative)
(a) Interest payments

(b) Borrowings

(c) Interest payments less borrowings

(d) Borrowings less interest payments

58/1/3 9 [P.T.O.
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17. 1= faesht fafma et @ fsfe forsft faffme oeq a® e 2 -
(Tt forerea i)
(a) =L TH-ad

(b) YSfrra d-aa
(c) T Aa-a
(d) FHRISH &g oH-od

Foreign exchange transactions dependent on other foreign

exchange transactions are called : (choose the correct alternative)

(a) Current account transactions
(b) Capital account transactions

(c) Autonomous transactions

(d) Accommodating transaction

18. ik <hl uftwmn i)

Define stocks.

19. A YSITd ITEFIEl o g™ ¥ AR I8 ® @ (2 foehed giHw)
(a) haet MR forTs

(b) FHIA T ST

(c) T forTg TR TeaTfaTa 3TereH

(d) HIA YA ST

58/1/3 10

QB365 - Question Bank Software




20.

21.

22.

QB365 - Question Bank Software

Depreciation of fixed capital assets refers to : (choose the correct

alternative)

(a) Normal wear and tear
(b) Foreseen obsolescence
(c) Normal wear and tear and foreseen obsolescence

(d) Unforeseen obsolescence

TR SSTe | TSTEd 91 9 o7 A9 27 1

What is revenue deficit in government budget ?

Higid 3ue yata IR 7Ed 39 Yaid § 9 HINE| Th qifeTh
EHRUKISI

HAAT

ST 1 S8 ot § HUUT ol fHehT THITET 3

Distinguish between marginal propensity to consume and average

propensity to consume. Give a numerical example.

Or

Explain the role of taxation in reducing excess demand.

T AdEEYT H 100 FS %. it v ¥ gfg & wrwr ugiy o |
1000 FS &. 1 Iha g TG SUFRT TG J1d shiTog| 3
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QB365 - Question Bank Software




23.

QB365 - Question Bank Software

In an economy an increase in investment by Rs. 100 crore led to

‘increase’ in national income by Rs. 1000 crore. Find marginal

propensity to consume.

TSR I TR T oo Jig, J1d Ao :

() TAITH

(i) =Ry fersht

(iii) T ¥ g ufEda
(iv) T

(V)  Uh-ITN Seuresh gl

Find gross value added at market price :

(1)  Depreciation

(1)  Domestic sales

(ii1)) Net change in stocks
(iv) Exports

(v)  Single use producer goods

200
(5)10
10
120

(Rs. lacs)
20

200
(510
10
120

24. G & Hed G99 HE GHISC| avg T % FRer 3w weted
HEI 38 i LTS

HAYAT

ST &1 G I FTE R qHETS| aeg e o R 3w geted
THEI 308 LTS 7
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Explain the ‘store of value’ function of money. How has it solved

the related problem created by barter ?

Or

Explain the ‘unit of account’ function of money. How has it solved
the related problem created by barter ?

ToETey foh ATiH STTaveeRaTd fohg TehR T ot o TR | aeresh
Bt a?

Explain how ‘margin requirements’ are helpful in controlling

credit creation?

AW ST o S ANTRTE AT B b U SR =l St
T| THH ool TRT] IR AR Hedl0 T B ot THTEl Al foversor
EAIS LY

Government incurs expenditure to popularize yoga among the
masses. Analyse its impact on gross domestic product and welfare
of the people.

(a) A Hgad i@l o fohd 3qorEl | IR FoRd u§ W v § R
EIRCENIREE RS RTINS IR RIS

(b) 9Ra ¥ faeef Fewr o1 fafwa g ox @ e uem ? gusse |

58/1/3 13
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(@) In which sub-account and on which side of balance of
payments account will foreign investments in India be

recorded ? Give reasons.

(b) What will be the effect of foreign investments in India on

exchange rate ? Explain.

28. TIHI SIS FIT 27 THAST L AR ATHIh TERIAT BT FEEHT o Torawom

TR YATE ST o ot S8 s foharm ST wekan 2
HAAAT
TR el § Uorea TTfed 9 = ST 2| g9y for s seie
sreferae § shivd ferar oM | fohd Jehr ST feham St whar 2
What is government budget ? Explain how taxes and subsidies can
be used to influence allocation of resources.
Or

Define revenue receipts in a government budget. Explain how
government budget can be used to bring in price stability in the
economy.

58/1/3 14
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‘TR Fmd W Fad T 3ae’ iR Aafdas ST o I

HIT :

(R =)
(i)  afeRT 200
(i)  wIgl q°1 A 1200
(i) ~ SAforafea g 50
(iv) fertrm 300
(v) Trm= 200
(vi) =it o 2000
(vii) = 400
(viii) Taet Tuera 300
(ix) faeen =1 fHae e o™= 20
(x) <™ 500
(xi) TRISThT g ATHTRTh GEaT ST 250 4,2

Find net national product at market price and personal disposable

income :

(Rs. crores)
(1)  Personal taxes 200
(i)  Wage and salaries 1200
(ii1))  Undistributed profit 50

15 [P.T.O.
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(iv) Rent 300
(v)  Corporation tax 200
(vi) Private income 2000
(vil) Interest 400
(viii) Net indirect tax 300
(ix) Net factor income to abroad 20
(x)  Profit 500
(xi) Social security contributions by employers 250

30. 3UTT 9k ¥ S=d 9% U9 ShifST 3T 39 Yfshar § faw ST a1t <o
AT | TG a1 IINT iy

Given consumption curve, derive saving curve and state the steps

taken in the process of derivation. Use diagram.
AE : KAA SIEE oIt o foTu 9 FEat 30 o T W)
3T HeAd o Heeh GHSTST| IYHHT Held 8 s<d Held I8 hIfSg)|

Note : For Blind Candidates in lieu of Q. No. 30.

Explain the components of consumption function. Derive saving

function from consumption function.

58/1/3 16
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Expected Answers / Value Points
(SET-3)

GENERAL INSTRUCTIONS :
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The Marking Scheme carries only suggested value points for the answers.
These are only Guidelines and do not constitute the complete answer. The
students can have their own expression and if the expression is correct, the
marks be awarded accordingly.

As per orders of the Hon’ble Supreme Court, the candidates would now be
permitted to obtain photocopy of the Answer Book on request on payment of
the prescribed fee. All examiners/Head Examiners are once again reminded
that they must ensure that evaluation is carried outsstrietly as per value points
for each answer as given in the Marking Scheme.

All the Head Examiners/Examiners are instructed that while Evaluating the
answer scripts, if the answer is found to be totally incorrect. the (x) should be
marked on the incorrect answer and awarded *0* marks. '

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 should 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
should be deducted for such an error.

Where 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 for assessing a student’s understanding /
analytical ability.

General Note: In case of a numerical question, no marks should be awarded if
only the final answer has been given, even if it is correct.
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| R
| . Distribution
A3 | Expected Answer / Value Points ol
SECTION - A
| (c) Both (a) & (b) 1
(c) Both under monopoly and monopolistic competition 1
| ! ===
| MC > AC | 1
5 | L
| |
(b)Equal to Average Revenue ! 1
| When supply falls due to a factor other than the own price of the good | 1
ornaming a factor like rise in price of input, increasing in tax on good. ;
| (S
Y is more price elastic because one percent fall (rise) in price will lead to :
higher percent i.e. rise (fall) in demand. 3
_ | (or any other relevant explanation)
i Maximum price of a good refers to the maximum price of a good a seller is 1 !
| | allowed to charge by government
(Diagram not required)
l Since such a price is below the equilibrium price, it leads to shortage 5
i | because demand is greater than supply at this price. The shortage in turn
| may lead to black marketing (Diagram not required)
i OR
| | When market price is below the equilibrium-price demand becomes greater
! than supply and excess demand emerges. Since buyers will not be able to
i buy all they want to buy there is competition between buyers leading to rise
| " in price. Rise in price causes fall in demand (contraction) and rise in supply 3
| |
! ' (expansion). This continues till the price reaches equilibrium again.
| (Diagram not required) |
pe——— i
'8 | The consumer is not in equilibrium because 1
| MU MOy L 2.2
Py P, 5 2
Since per rupee MUx is higher than per rupee MUy, the consumer will | !
consume more of X and less of Y till MUx falls and MUy rises enough to 2 |
MU, MUy |
make = |
Px '{Jy ]
Production function refers to mathematical relation between physical input 1 g
and physical output. F 5
Short run production function refers to a situation when output is increased | 1% |
by changing only one input while keeping other inputs unchanged. r |
1% l

Long run production function refers to a situation when output is increased

QB365 - Question Bank Software
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by increasing all the inputs simultaneously and in the same proportion.

| OR
; : 1
r | Cost: in economics means the sum of actual money expenditure on inputs |
' and imputed expenditure on inputs supplied by the owner including normal
profit. |
Fixed cost : refers to cost which remains unchanged as output is increased. 1
For example rent, interest etc. (any one)
| Variable cost : refers to cost which rises/falls as output is 1%
| increased/decreased. For example cost of raw materials etc. (any one)
10 | Eis Yo c.':mn‘qemqu, slupply 2
| | % changeinprice
i 50 . 1%
5 X 100 l
iy, &
25
(No marks if only the final answer is given)
e |
| 11 | (a) If the price of the given good rises/falls, .its quantity demand 2
| falls/rises.
(b) When price of substitute good rises/falls, the given good becomes 5
‘ l relatively cheaper/expensive and its demand rises/falls.
l e | -
| 12 ‘ Given that two goods are X and Y, the two conditions are
| ‘ 1. MRS =2x 1
| Py
!\ 2. MRS declines as more of a commadity X is consumed. 1
' Explanation: |
| | |
[ Py ; il
(i) Suppose MRS > It means that consumer is willing to pay more
¥
for an extra unit of X as compared to what market price is. The
consumer consumes more and more of good X and less of good Y |
till MRS falls enough to be equal to the ratio of prices and the |
consumer is in equilibrium. 3
(ii) Unless MRS declines continuously as more and more of good X is
N P ;
consumed, it will not be equal to P—x and consumer will not be
¥
3

able to reach the equilibrium.

QB365 - Question Bank Software
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(a)

Large number of buyers :implies that number of buyers is large
enough so that each individual buyer has a negligible share in
market demand for the good. The implication is that no individual
buyer is in a position to influence the market price on its own by
changing his individual demand.

(b) Freedom of entry and exit offirms :implies that there are no

(a)

obstacles for the firms to move in and out of industry. The
implication is that when existing firms are making profits, new firms
enter, raise the output of industry, bring down the market price
enough for the firm to earn just only normal profit in the long run.
The opposite happens if the existing firms are facing losses.

OR

Interdependence between firms in an oligopoly market implies that
an individual firm takes into consideration the likely reaction of its
rival firms before making a move to change price or output. It is
possible because it is assumed that rival firms may react.

(b) Non-price competition means competition between firms by means

other than changing price, like free gift, home service, customer care
etc. The firms in oligopoly do so to avoid price-war because the firm
who starts the price-war may be the ultimate loser.

14

(1)

(2)

The curve is called production possibilities frontier or curve
Properties

PPF slope downwards from left to right
It is because to produce more quantity of one good, some quantity
of other good has to be sacrificed because resources are limited.

PPF is Concave

This implies that slope of the curve (i.e. marginal rate of

transformation) increases as we move along the curve from left to

right. MRT increases because no_resource is equally efficient in

production of all goods, so that to obtain more quantity of one good,

the quantity of the other good is sacrificed at an increasing rate.
(Diagram not required)

1%

! 1%
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“Change in quantity supplied” means change in supply due to change in
' own price of the good.

Diagrammatically, it implies movement along the supply curve. When the

producer moves from A to B, the rise in quantity of the good from 0Q; to |

0Q; is on account of rise in price from OP; to OP;

Y
PRICE S
Pz il e T ! B
P A
i
- LS
O e' Qz snpﬁy

(Answer based on downward movement is also correct)

“Change in supply” means change in supply due.to change in any factor
other than the own price of the good.

Diagrammatically, it means shift of supply curve when producer moves from
A to B, the price remains unchanged at OP while the supply curve shift from
S1to S; . When the producer shifts from S; to S; the supply falls fromOQ; to
0Qy. y 5

Price -
P B//

A

2 Q|
sSuppLY

(Answer based on shift to the right is also correct)

- For blind Candidates:

“Change in quantity supplied” means change in supply due to change in
own price of the good.

Price Supply
(Rs.) (units)
10 100
11 120

“Change in supply” means change in supply due to change in any factor
other than the own price of the good.

Price Supply

(Rs.) (units)
10 100
10 120

QB365 - Question Bank Software
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SECTION -B

16 | (b) Borrowings.

17 | (d) Accommodating transactions.

quoting prices or recording transactions. This removes the difficulty of
keeping accounts and makes possible the existence of financial institutions.

18 | Stocks are the variables whose magnitude is measured at a point of time. 1
19 | (c) Normal wear and tear and foreseen obsolescence. 1
20 Revenue Deficit is the excess of revenue expenditures over revenue 1
| receipts.
21  MPCis the ratio of change in consumption expenditure (AC) to change in 1
| total income (AY).
! Suppose AC = 70 and AY = 100 then MPC = % =07 Z
| | (or any other example)
! ‘ APC is ratio of total consumption expenditure (C) to totalincome (Y). r 1
i | 80 |
} ' Suppose C =80 and Y = 100 then APC = 00 0.8 v
- |
i | (or any other example)
i
| By raising taxes government can reduce personal disposable income of the 3
' people. This in turn will reduce private final consumption expenditure
. depending upon MPC. This will reduce aggregate demand.
22 AV = A e — 1%
1—-MPC
1000 = 100 —— or 1000 — 1000MPC = 100 1
1-MPC
MPC = —— %
| | 1000
=0.9
(Any other relevant formula)
23;61//[ = ij + iv + iii — 3
_ fe =yUtw+uL—v 1%
|
i =200+ 10+ (—10) — 120 1
= Rs. 80 lakh Ve
24 Store of value function of money means that money can be used as an
| asset for storing value. It further means that the stored money can be used
| I' for transactions in future. This is because money comes in convenient
I denominations, easily mobile and can easily be used for transactions. { 4
OR ‘
Unit of account function of money means that money can be used for \ A
|
[
i
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25  Margin requirements refer to discount fixed by the central bank on the

security mortgages by the borrower. Raising marginal requirement reduces
the maximum amount a borrower can borrow from commercial banks. In
this way it helps in controlling credit creation.

26

Government expenditure on popularising yoga raises GDP because it is
government’s final consumption expenditure. It also raises welfare of the
people because vyogic exercises may improve health and thus raise
efficiency of the people.

(a) Foreign investment will be recorded in the capital account of the
BOP a/c because these give rise to foreign exchange liabilities.
Foreign investment will be recorded on the credit side because these
bring in foreign exchange to the economy.

(b) Foreign investment adds to supply of foreign exchange. Demand '

remaining unchanged, it brings downward influence on exchange
rate.

28

Government budget is a statement showing estimated government
expenditures and receipts during a financial year.

Government can encourage production of selected goods and services by
providing tax concessions. For example electricity generation etc.
Government can also give subsidies to enterprises who are willing to

undertake production in backward areas etc. In thismway government |
budget can be used to influence allocation of resources in the country. |

Increasing taxes and reducing subsidies will have the opposite effect.

OR
Revenue receipts are the receipts which do not create any liabilities nor
lead to any reduction in assets.

Stability in the economy means keeping fluctuations in the general price

level within limits. When there is inflation, government can reduce its own
expenditure to bring down the price level. When there is deflation

government can increase its own expenditure to fight it. Government can |

also use taxes and subsidies to influence personal disposable income and
bring in economic stability in the country

1%

1%
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NNP = (il + xi) + iv + vil + x — ix + viil
= 1200 + 250 + 300 + 400 + 500 — 20 + 300
= Rs.2930 Crore
P.D.l =vi—v—iii—i
= 2000 — 200 — 50 — 200
= Rs.1550Crore

1%

Y

Y
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Given consumption curve CC' the steps in derivation of saving curve are:

\f
/
¢,s C
B
.: ¢
C : ,f’ |
ys T 3
o |t "
-7 :4 NATIONAL
’/' {NCOME
s

e Take OS equal to OC.

® Draw a 45° line on OX-axis from point O intersecting CC’ at point B.
e Draw a perpendicular form B to intersect X-axis at B'.

e Joint S and B’ and extend it to derive saving curve S5’

For blind Candidates:
Consumption functionis C = C +MPC(Y)
Where C = total consumption expenditure 3

C = Autonomous consumption expenditure
MPC = Marginal Propensity Consume
Y = National Income
Derivation
C=C+MPC(Y)
Deduct both side of the equation from Y
Y=C=Y—[C+MPCY)]
S=Y—-C—-MPC(Y) .
=—C+Y— MPC(Y) |
=—C+Y(1— MPC)
—C + MPS(Y)

S
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