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3. JfR #. 1- J 31fr 15- 19 3I!dHEj\rt<JfR ff/ ~ "$ ff;rr:[1 3icn Ftmftrr

t/~ CfiTdfff r[Cfi CfTCRl if *" ~ t/

4. JfR #. 4- 8 31fr 20-22 ffFl!ff JfR ff fiRif ~ ~ ff;rr:[ J 3icn

Ftmftrr ff / 'H7t{I'"4d2!1 ~ CfiTdfff 60 ~ "# .31fWi ;r it /

5. JfR #. 9-1 0 31fr 2J -25 if! ffFl!ff JfR ff fiRif ~ "$ ff;rr:[4 :W!i

Ftmftrr ff / ~ it dfff 'H7t{I'"4d2!1 70 ~ "# 31fqcn ;r ~ /

6. JfR #. 11-14 31fr 26-29 t/Wrt< JfR ff 31frm ~"$ ff;rr:[ 6

3icn Ftmftrr ff/ y;:rit ~ "$ dfff 'H7t{I'"4d2!1 100 ~ "# .31fWi ;r ~ /

7. dfff mmr 31fr !¥l2/lj<Ciq ~ am ~2!TdqqYrrif"$ ff;rr:[Ftmftrr~-
ifP:rr CfiT 31ICf?2!Cfj ~"# rnrn RPn ~ / .

Instructions:
1. All questions in both the sections are compulsory.

2. Marks for questions are indicated against each question.

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

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

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

6. Question No. 11-14 and 26-29 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.
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~~

SECTION A

1. ~ ~ >rRR:mtR G\ f.t{cr{ ~~"\% m 3Rf~ Cf5fi: (~ ~Cf)("q ~) 1

(a) x-31~~ ftlOll"lidCNrlTI

(b) ~eft3ffi~~~1

(c) ~eft3ffi~~~1

(d) ~eft 3ffi~mmWn~ I

If Marginal Rate of Substitution is constant throughout, the Indifference

curve will be : (choose the correct alternative)
••

(a) Parallel to the x-axis.

(b) Downward sloping concave.

(c) Downward sloping convex.

(d) Downward sloping straight line.

2. ~mCfi1 ft4)Cf){OI ~ I

Give equation of Budget Set.

I

3. ~ ~mmr eft 3Wi fTr«fT t m~ ~ ~ cftmf -~ Cf5fiW ~ ~mq ~

t: (~ ~Cf)("q ~) 1

(a) GTCff 3ffi fuiftCf)dl t I

(b) m<ff 3ffi fui ft Cf)dl t I

(c) ~Cf5fiW~eft3ffi~6Tmt I

(d) ~Cf5fiW~eft 3ffi~6Tmt I

58/1/2 3 [P.T.O.
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When income of the consumer falls the impact on price-demand curve of

an inferior good is : (choose the correct alternative)

(a) Shifts to the right.

(b) Shifts to the left.

(c) There is upward movement along the curve.

(d) There is downward movement along the curve.

4. ~ fll!1lrll ~ c€t ~ l1TrT ~ ~ m~;wrr-~ (minus sign) ~ men t
~ fen ~ ~ ~ ~m~ ~ -~ (plus sign) I fl!1$lI$~~ ? 3 ..

The measure of price elasticity of demand of a normal good carries

minus sign while price elasticity of supply carries plus sign. Explain

why?

5. CfiRUT~ ~ R8R-ifuld dlR-iChI~ 3lTmftf 3(qIG'1 -BmcRl crsfi ~ 31fCflR ~ .

Qcqun ef))~~: 3

~x(~) ~Y(~)

0 8

1 6

2 4

3 2

·4 0

58/1/2 4
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Giving reason comment on the shape of Production Possibilities curve

based on the following schedule:

Good X (units) Good Y (units)

0 8

1 6

2 4
-;

3 2

4 0

6. ~ m if ~ ~ ~ '~ m& 31f~' CfiT 3l~~ ~ 3('ClIG'"I-BmcRT

ClSfi "CR~ )fmc1 ~ 3fu: ~ ? 3

~ l1BIT if fcRm ~ ~ ~ ~"CR 3l~~ ~ 3('ClIG'"I-B~ CfSfi"CR ~

)fmq ~ cfiT -BmcRT ~ 3fu: ~ ?

What will be the impact of recently launched 'Clean India Mission'

(Swachh Bharat Mission) on the Production Possibilities curve of the

economy and why?

Or

What will likely be the impact of large scale outflow of foreign capital

on Production Possibilities curve of the economy and why?

7. '3'O:laJOl~ rfPn Rqhur' ~ fcnm ~ ~ ~"CR ~ ~)fmc1 BJOl$I~~ I

'1J9Ifil51 CfiT ~ ctl~~ I

Explain the effects of 'maximum price ceiling' on the market of a good.

Use diagram.

58/1/2 [P.T.O ..5

.'

3

www.studentbro.inwww.studentbro.inwww.studentbro.in



~~~~~~~~~7~~~1

~mm~~31f~t? ~~mmR~~>NTCf~q$I~q:1 3

For the blind candidates only in lieu of Q. No. 7.

What is price ceiling? Explain the effects of maximum price ceiling.

3

There are large number of sellers in a perfectly competitive market.

Explain the significance of this feature.

9. ~ cfiT -qft~ ~ I ~ ~ 3fu: 3frmf qf{qdf ~ ~ ~ ~~

~I 4

~ (3Wll1) cfiT -qft~ ~ I ~ ~ 3fu: 3frmf ~ ~ ~ ~~

~I

Define cost. State the relation between marginal cost and average

variable cost.

Or

Define revenue. State the relation between marginal revenue and

average revenue.

10. ~ ~~ ~ ~ 11\ M~chl ~ 5 ~. >rfij ~ ~ 60 ~. cx:r:r cn«fT ~ I ~

~ 20 $lrn!{ld fTR ~ ~ it m Cf6~ 11\ 60 ~. m cx:r:r cn«fT ~ I $lrn!{ld

fcrfuIDU~-~~~~1 4

A consumer spends Rs. 60 on a good priced at Rs. 5 per unit. When

price falls by 20 per cent, the consumer continues to spend Rs. 60 on the

good. Calculate price elasticity of demand by percentage method.

58/1/2 6
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11. ~~Cf1T~.~~ I ~~cfiT~~ 'Cfilft' 31Rft~ I ~ qQqd"i ~

CfiRUT~ ~ >rmcn cfit ~ fl li$I~Q\ I 6

Market for a good is in equilibrium. The demand for the good

'decreases' . Explain the chain of effects of this change.

12. CFit fcRft 1:Olf cfiT• cfit ~~ ~ ~ ~ ffi1T(f 3fR ~ rfsrrffi

(3lTTm) ~ flliHdl 3'llq~lfCfl ~? ~ ~. ~R~d "Cfl8 ~ ~ ~ ~?

6

Why is the equality between marginal cost and marginal revenue

necessary for a firm to be in equilibrium? Is it sufficient to ensure

equilibrium? Explain.

•• •••

13. qQqdf ~ ~ f.:rwl ~ ¥f ~ 3fR ~ ~. ~ ~ ~ qQqd'11 ~

fcIT~~~ I~~m):@IM5I ~ ~ ~@I~Q\ I 6

State the different phases of changes in Total Product and Marginal

Product in the Law of Variable Proportions. Also show the same in a

single diagram.

~W2~-qft~~~~~13~WR·lR I

~ ~{§lfI\liCfl 3GI~{OI ~ 31T'CffiLR qQqdf ~ ~ f.:rwl ~ ¥f ~ 3fR

~~~~~fcIT~~~1 6

For the blind candidates in lieu of Q. No. 13 only.

State, on the basis of a numerical example, different phases of

changes in Total Product and Marginal Product in the Law of Variable

Proportions.

58/1/2 [P.T.O.7
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14. ~ ~mmr ~ ~ ~3ff x 3fu: y cnT ~ CfiWT ~ I GT;ft eft ~ cftmr

3 ~. >ffir ~ ~·I ~ ~mmr ~ ~ ~3ff ~ ~ ~ cnT ~ CfiWT ~

~~cfil m11ffi >rfu~ ~ 3~, aTCfm~mmr ~ if ~ ?CfiT{Uf ~ I -Q:m

f?~if~~~mmrCfmcRrn? ~1Ol$1~q: I 6

~ ~mmr ~ ~ ~3ff x 3fu: y cnT ~<@r CfiWT ~ mc€T cftmr

Sfilm: 4 ~. 3fu: 5 ~. >ffir ~ ~ I ~ ~mmr GT;ft ~3ff cnT -Q:m~ ~

~ ~ X eft m11ffi 3 q~I fTl(11 5 3fu: Y eft m11ffi 3 q41fTl(11 4 t aT Cfm

~mmr ~ if ~ ? CfiT{Uf ~ I -Q:mf?~ if ~ ~ ~mmr CfmcRrn?

3q~lfTl(11 Rl~Jl~ol cnT~~ I

A consumer consumes only two goods X and Y both priced at Rs. 3 per

unit. If the consumer choose a combination of these two goods with

Marginal Rate of Substitution equal to 3, is the consumer in

equilibrium? Give reasons. What will a rational consumer do in this

situation? Explain.

Or

A consumer consumes only two goods X and Y whose prices are Rs. 4

and Rs. 5 per unit respectively. If the consumer chooses a combination

of the two goods with marginal utility of X equal to 5 and that of Y

equal to 4, is the consumer in equilibrium? Give reasons. What will a

rational consumer do in this situation? Use utility analysis.

58/1/2 8
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lSfS~

SECTIONB

15. B{Cflltl ~ if ~ ~ ~: (mft fClCfl("q ~)

(a) ~t:(1(]

(b) G \l1Chi tf) <101 t:(1(]

(c) >rT~ t:(1(]

(d) cnD if mzt

Borrowing in government budget is : (choose the correct alternative)

(a) Revenue deficit

(b) Fiscal deficit

(c) Primary deficit

(d) Deficit in taxes

What is 'aggregate supply' in macroeconomics?

17. ~ CfiT~ <:f5iRn ~: (mft fClCfl("q~)

1

(b) ~~.

1
(c) ~ rr.::r2:r1- ";11'110 ~ ,)i'll\!

. 1
(d)~~~._l

58/1/2 9
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The value of multiplier is : (choose the correct alternative)

(a)
1

MPC

(b)
1

MPS

(c)
I

I-MPS

(d)
I

MPC-I

18. ~ ~ ~ ~ CR, ~ fcnm ~ if ~ ~ -tT cftlffi ~ t aT ~

~~: (~Nq;~q~)

(a) if ~ -tT ~mcRT mm t
(b) fTrG -tT ~mcRT mm t
(c) ~ ~ 3fu: fTrG $IT"ff~ mm ~
(d) CR~>rmq~~

Other things remaining unchanged, when in a country the price of

foreign currency rises, national income is : (choose the correct

alternative)

(a) Likely to rise

(b) Likely to fall

(c) Likely to rise and fall both

(d) Not affected

58/1/2 10
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19. RqRif@d -q -fn:-Cfi\ ~ ~ t: (~:rmfclCf1(Yq~)

(a) mrn~
(b) 31FfRf~

(c) (1T~

(d) 3c=qIG'i ~

1

The non-tax revenue in the following is : (choose the correct alternative)

(a) Export duty

(b) Import duty
.-(c) Dividends

(d) Excise

20. fcmTI CfiT ~ ~ ~ • ~ -q ~ ~ fcnm ~? CflRUT

~I 3

Where will sale of machinery to abroad be recorded in the Balance of

Payments Accounts? Give reasons.

21. ~ ~ ~ ~ ~ 1200 ~. t 3fu: ~ ~.qCf1iCf1(3lT'm\ = 100)

120t, "alqlfdfclCf1~~~W~1 3

If the Nominal GDP is Rs. 1200 and Price Index (with base = 100) is

120, calculate Real GDP.

22. ~ ~ ~ ~ Cf1iT ~ ~ ~ mcnl ~ • 'ffisn ~ 'tm 'ffisn'
-q~~~tl 3

~ ~ ~ ~ Cf1iT ~.~ ~ mcnl ~. 'ffisn ~ '~'ffisn'
-q~fcfi<n~t I

58/1/2 11 [P.T.O.
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Name the broad categories of transactions recorded In the 'capital

account' of the Balance of Payments Accounts.

Or

Name the broad categories of transactions recorded In the 'current

account' of the Balance of Payments Accounts.

23. ~ 3l~~"-4 ~ I Pp:~R1f@d~. '~~~' ~ c€lf1W::

~ 3"fRt = 1000

mma~~~ = 0.8

4

= 100

An economy is in equilibrium. Find' autonomous consumption' from the

following:

National income = 1000

Marginal propensity to consume = 0.8

Investment expenditure = 100

58/1/2 12

Explain the 'bank of issue' function of the central bank.

Or

Explain 'Government's Bank' function of central bank.

25. ~ tt -4 m\(f"ffiCFiR ~ '~-'CR~' ~~ c€t NlflCflI ~ ~ fcn ~
"Cfftm: CfiTCfil1~ Cfil1~ ~ ~ ~ I fll4$I~q: fcn ~ ~ ~ ~ c€t rrft

~~c€t~3"fRt"Cfll~~~1 4
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Government of India has recently launched 'Jan-Dhan Yojna' aimed at

every household in the country to have at least one bank account.

Explain how deposits made under the plan are going to affect national

income of the country.

Explain the role the government can play through the budget m

influencing allocation of resources.

27. CflRUT ~ ~ B ~ $ll~l( fcfi uzy:r 3TI<:fCfiT lWR cn8 .q rrll:~ Ri f@d ~ m21 ~

OllCl!51{fc8n ~ ~:

(i) 1Of)lf IDD -:qrft ~CflI3"~"G ~ '!fm ~ 1R cxm

(ii) 1Of)lf IDDHrm 'Cfl\ CfiTWRfH

(iii) 1Of)lf IDDm~ ~~ ~ CfiT~

Giving reason explain how should the following be treated in estimation

of national income:

(i) Expenditure by a firm on payment of fees to a chartered accountant

(ii) Payment of corporate tax by a firm

(iii) Purchase of refrigerator by a firm for own use

28. fCfi)fdCflI{) ~ cfiT 31c[m'{Ull B~$ll~l( I ~ Cfi11 cn8 .q g.HsWG ~ (Repo

Rate) cfiT ~ cfiT Olll&:11 cfil ~ l( I

58/1/2 13 [P.T.O.
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3iQptlrnCflRI ~ c€t 31cl'tWUTT Wi$iI~V: 3:fR ~ Cfil1 cnG if '~ ~ ~

Cfil4CflMI41' c€t ~c€t &11&11 ~ I

Explain the concept of Inflationary Gap. Explain the role of Repo Rate

in reducing this gap.

Or

Explain the concept of Deflationary Gap and the role of 'Open Market

Operations' in reducing this gap.

(~~.)

(i) fcn~I(:j1 100

(ii) ~ ~ -CflT~ ~6«1 i<Hol 30

(iii) Rcn~Cfll W ~Iql~cn W&lT ~ 47

(iv) im'mf3lm 600

(v) ~~~f2mfur 140

(vi) ~ 20

(vii) ~ 110

(viii) cnq:q 1ft<ll CfiT'1Tft~ 500

(ix) ~~~f2mfur 120

(x) mm~~~3lm (-)10

(xi) ~~&1CR 150

(xii) "RT'q 200

58/112 14
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Calculate 'Gross National Product at Market Price' and 'Net National

Disposable Income' :

(Rs. crores)

(i) Rent 100
(ii) Net current transfers to rest of the world 30
(iii) Social security contributions by employers 47
(iv) Mixed income 600
(v) Gross domestic capital formation 140
(vi) Royalty 20

(vii) Interest 110

(viii) Compensation of employees 500
(ix) Net domestic capital formation 120
(x) Net factor income from abroad (-)10

(xi) Net indirect tax 150

(xii) Profit 200

58/1/2 15
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Pg. 1 
 

SENIOR  SCHOOL  CERTIFICATE  EXAMINATION 
MARCH-2015 

MARKING SCHEME – ECONOMICS (DELHI) 

(SET-II) 

Expected Answers / Value Points 

 

GENERAL INSTRUCTIONS : 

1. Please  examine  each  part  of  a  question  carefully  and  then 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 explanation 
and definition have been indicated alongwith the value points.   

4. For mere arithmetical errors, there should be minimal deduction. Only ½ 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. 

 

A2 Expected Answer / Value Points 
Distribution 

of Marks 

1 (d)  Downward sloping straight line 1 

2             1 

3 (a) Shifts to the right. 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 
measure of price elasticity of supply has plus sign because there is direct 
relation between price and supply of a good. 

 

 

3 
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Pg. 2 
 

5 Good X 

(Units) 

Good Y 

(Units) 
MRT 

0 8 - 

1 6 2Y:1X 

2 4 2Y:1X 

3 2 2Y:1X 

4 0 2Y:1X 

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

(Diagram not required) 

 

 

1½  

 

 

 

1½ 

 

6 Cleanliness reduces chances of people falling ill and, thus can ensure better 
health. This in turn will reduce forced absenteeism from work, raise efficiency 
level and thus raise country’s production potential. Rise in this potential shifts 
PP curve to the right.                                                            (Diagram Not required) 

OR 

Large scale outflow of foreign capital from the economy will reduce resources 
and thus production potential of the country will fall. Fall in production 
potential in turn will shift the PP-Curve downwards.  

(Diagram Not required) 

 

3 

 

 

 

 

3 

7  
 
 
 
 
 
 
 
 
 
Maximum price ceiling refers to imposition of upper limit on the price of a 
good by the government. For example, in the diagram OP is price ceiling while 
equilibrium price is OP1. At this price the producers are willing to supply only 
PA (Or OQ1) while consumers demand PB (Or OQ2). The effect of the ceiling is 
that shortage, equal to AB (Q1Q2), is created, which may further lead to black 
marketing. 
 
For blind Candidates Only : 
Price ceiling means putting the upper limit by the government on the price 
that can be charged by the producers of a good from the buyers. 
Maximum price ceiling, is lower than equilibrium price, leads to rise in demand 
and fall in supply. This creates shortage of the good in the market. 
This may lead to black marketing. 

 

 

 

1 

 

 

 

 

2 

 

 

 

 

1 

 

2 

8 The feature signifies that the number of sellers in the market is so large that 
no single seller is in a position to influence the price of the good on its own i.e. 
by changing its output. It is because the individual seller’s share in the market 
is insignificant.  

 

3 
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Pg. 3 
 

9 Cost in economics refers to the sum of actual money expenditure on inputs 
and the imputed expenditure in the form of inputs supplied by the owners 
including normal profit.   

If MC < AVC , then AVC falls 
If MC = AVC, then AVC is constant  

If MC > AVC, then AVC rises                                                  (Diagram not required) 

OR 

Revenue in Economics refers to the market value of output produced Or 
receipts from sale of output produced.   
If MR > AR, AR rises 
If MR = AR, AR is constant 
If MR < AR, AR Falls.                                                               (Diagram not required) 

1 

 

 

3 

 

 

1 

 

3 

10 Price Exp. Demand 

5 60 12 

4 60 15 

   
 

 
 

  

  
  

        
 

  
 

 

  
  

               

(No marks if only the final answer is given) 

 

1½ 

 

1 

1 

½  

11 - Given equilibrium, demand ‘decreases.’ 

- 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. 

- The price continues to fall till the market is in equilibrium again at a lower 
price.                                    (Diagram not required) 

 
 
 
 
 
 

6 

12 The producer’s equilibrium conditions are : (i) MC = MR and  (ii) MC > MR 

after equilibrium. 

Suppose MC > MR. In this situation it will be profitable for the firm to produce 
more or less depending upon relative changes in MC and MR till MC = MR.  
Suppose MC < MR. It will be profitable for the producer to produce more till 
MC = MR. 

MC= MR is not a sufficient condition to ensure equilibrium. Given MC = MR, 
suppose the behaviour of MC and MR is such that if one more unit is 
produced. MC becomes less than MR.  

Then in this case it will be profitable for the firm to produce more. Therefore, 
in this case though MC = MR the producer is not in equilibrium. However, if 
after MC = MR output MC becomes greater than MR, it will be most 
advantageous for the firm to produce only upto MC = MR.  

(Diagram not required) 

 

 

 

3 

 

 

 

 

 

3 
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Pg. 4 
 

13 The Phases are : 

Phase : I TP rises at  increasing rate i.e. upto A in diagram. 

MP rises i.e. upto ‘a’ 

Phase : II TP rises at decreasing rate  i.e.  between A and B. MP falls and 

remains positive between ‘a’ and ‘b’. 

Phase : III TP falls i.e. after B. MP falls and is negative i.e. after ‘b’ 

 

 

 

 

 

 

 

 

 

 

(Diagram on single axis is also correct) 

 

For blind Candidates Only : 

Variable input 

(Units) 

TP  

(Units) 

MP                

(Units) 

 

1 6 6  

2 20 14  

3 32 12 Or any other 
relevant 

numerical 
example 

4 40 8 

5 40 0 

6 37 -3  

Phases : 

(1) TP increases at increasing rate and MP rises upto 2 units. 
(2) TP increases at decreasing rate and MP falls but remains positive from 

3 to 5 units. 
(3) TP falls and MP becomes negative from 6 unit onwards. 

 

 

 

 

1x3 

 

 

 

 

 

3 

 

 

 

 

 

 

 

 

 

 

 

 

 

3 

 

 

 

 

3 
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Pg. 5 
 

14 Given Px = 3 , Py = 3 and MRS = 3, A consumer is said to be in equilibrium 
when  

MRS = 
  

  
 

Substituting values we find that  

3 > 
 

 
 

i.e. MRS >  
  

  
 

Therefore consumer is not in equilibrium. 

MRS > 
  

  
 means that consumer is willing to pay more for one more unit of X as 

compared to what market demands. 

- The consumer will buy more units of X. 
- As a result MRS will fall due to the Law of Diminishing Marginal Utility  

- This will continue till MRS =  
  

  
 and consumer is in equilibrium  

(Diagram not required) 

OR 

Given     = 4 ,    = 5 and       ,       ,a consumer will be in 

equilibrium when  

   

  
 

   

  
 

Substituting values, we find that  

    
 

 
   >    

 

 
   Or   

   

  
 

   

  
 

Since per rupee     is higher than per rupee     , consumer is not in 

equilibrium.  

The consumer will buy more of X and less of Y. As a result     will fall and 

    will rise. The reaction will continue till 
   

  
and

   

  
 are equal and 

consumer is in equilibrium. 

 

 

 

 

 

 

 

3 

 

 

 

 

3 

 

 

 

 

 

 

3 

 

 

 

 

3 

 SECTION - B  

15 (b) Fiscal deficit 1 

16 Aggregate supply is the value of total quantity of final goods and services  
planned to be produced in an economy during a period.  

1 

17  (b) 
 

   
 1 

18 (a) Likely to rise 1 

19 (c) Dividends  

 

1 
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Pg. 6 
 

20 Sale of machinery to abroad is export of goods and thus recorded in the 
Current Account. 

Sale of machinery to abroad brings in foreign exchange and thus recorded on 
the credit side. 

(No marks if the reasons are not given) 

1½ 

 

1½ 

 

21 
         

           

           
     

         
    

   
     

                              

(No marks if only the final answer is given) 

 

1½ 

1 

½ 

22 (1) Borrowings from and to abroad 
(2) Investments from and to abroad. 
(3) Decreases and increases in foreign exchange reserves. 

OR 

(1) Exports and imports of goods 
(2) Exports and imports of services 
(3) Factor income receipts from abroad and payments to abroad. 
(4) Transfers from and to abroad. 

(Any Three) 

 

1x3 

 

 

 

1x3 

23                             

                            

                         

(No marks if only the final answer is given) 

1½  

2  

½ 

24 The central bank is the sole authority for the issue of currency in the country. 
It promotes efficiency in the financial system. Firstly, because it leads to 
uniformity in the issue of currency, Secondly, because it gives Central Bank 
control over money supply.  

OR 

The Central Bank acts as a banker to the government. The central bank 
accepts receipts and makes payments for the government and carries out 
exchange, remittance and other normal banking operations for the 
government. The central bank manages public debt and also lends to 
government. 

(To be marked as a whole) 

 

4 

 

 

 

 

4 

25 - Opening more bank accounts means more bank deposits. 
- More deposits means increase in the lending capacity of the 

commercial banks. 
- More lending by banks means more investment in the country. 
- More investment means more national income. 

 

 

4   
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Pg. 7 
 

26 Government can influence allocation of resources by influencing market 
mechanism through taxes, subsidies and direct participation in production. 
Heavy taxes can be imposed on production units engaged in producing 
harmful products like liquor, cigarettes etc. Tax concessions and subsidies can 
be given to encourage production of products useful for the masses. 
Government can directly produce goods and services normally ignored by the 
private sector due to lack of enough profits.  

(To be marked as a whole) 

 

 

 

6 

27 (i) Payment of fees to chartered accountant by a firm is intermediate cost 
to the firm and, therefore not included. 

(ii) Payment of corporate tax by a firm is a transfer payment and thus not 
included. 

(iii) Purchase of a refrigerator by a firm for own use is investment 
expenditure and thus included.             (No marks if reason is not given) 

2 

2 

2 

28 The Inflationary Gap is the amount by which the aggregate demand exceeds 
aggregate supply at the full employment level. It is called inflationary because 
it leads to rise in price level. 

Repo Rate is the rate of interest at which central bank lends to commercial 
banks for a short period. When central bank raises Repo Rate, the borrowings 
by the commercial banks become costly. This forces the commercial banks to 
raise their lending rates. People borrow less, and therefore spend less. This 
helps in reducing inflationary gap. 

(Diagram not required) 

OR 

Deflationary Gap is the amount by which the aggregate demand falls short of 
aggregate supply at the full employment level. It is called deflationary because 
it leads to a fall in price level.                                              (Diagram not required) 

Open Market Operations refer to buying and selling of government securities 
by the central bank in the open market. Central bank can reduce deflationary 
gap by buying securities. Those who sell receive payments by cheques from 
the central bank. The money flows out from Central bank into the commercial 
banks. This raises lending capacity of commercial banks. Banks lend more. 
Spending rises which reduces deflationary gap.   

 

2 

 

 

4 

 

 

 

 

 

2 

 

 

4 

29                                           

                                                 

                     Crore  

                       

                               

                     Crore 

(No marks if only the final answer is given) 

1½ 

1 

½ 

1½ 

1 

½ 
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