Series OSR/1 wIE .

Code No. 58/1 12
e . wheneff e I I-TfEdeR % TEY8 T
Roll No. 3799y ford |

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

o FEISAF A IHA-TAAAEATE ST |

o - B e T w6 3R R U e TR R B -G ¥ qE-T8 W o |

o FUN ST T IA-THH 32 I T |

o mmww%@mgﬁwﬁﬁﬂﬁ,wmm Gerphicll

o 3T UH-UF I Ued o fIT 15 Sz 7 g e T & | we-aF o T gate | 10.15 /6| -
ST ST | 10.15 S & 10.30 T 7 BT el WH-T 1 GG S 3 Y & A A
I -G W 1§ I T fer |

e Please check that this question paper contains 8 printed pages.

e 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. e,

e Plcase check that this question paper contains 32 questions.

e Please write down the Serial Number of the question before attempting it.

e 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 am. 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.
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ECONOMICS

et a7 : 3 992 ] [ 3iferFaa 3% : 100
Time allowed : 3 hours | [ Maximum marks : 100

HTHT= 3397 :

() 2 auel & gyt gvT HHErE 8 |

(i) FeF FT % R 37 3% a RT T E |
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(iv) T G&IT 6-10 3R 22-26 TTHIHF F7 8, 5778 T4% & 3 37% & | %
&7 I GIHIIA: 60 1551 G 371er 787 817 FMieT |

(v) T GEIT 11-13 3R 27-29 o} TLRIAF 597 &, 578 5 & 4 3% & /
Y% T IR GIHII: 70 I551 @ e 787 g7 Fiey /

(vi) T G 14-16 R 30-32 FRFIeqE I FIG FT 8, [0 I&9F &
6 7% & | JeIF BT I G 100 F1=51 G 37fer 787 &7 Fn/ev |

(vii) TR (%) 37 FoATE9IRT Fe7 & |

(viii) I G T TEITHF §14 TIRT a9 JIGHT FH & 73 TIa7 & S &
137 5 =feT |

General Instructions :

(i) All questions in both the sections are compulsory.

(ii)  Marks for questions are indicated against each.

(iii)  Question Nos. 1-5 and 17-21 are very short-answer questions carrying
1 mark each. They are required to be answered in one sentence each.

(iv)  Question Nos. 6-10 and 22-26 are short-answer questions carrying
3 marks each. Answer to them should not normally exceed 60 words each.

(v) Question Nos. 11-13 and 27-29 are also short-answer questions carrying
4 marks each. Answer to them should not normally exceed 70 words each.

(vi)  Question Nos. 14-16 and 30-32 are long-answer questions carryings
6 marks each. Answer to them should not normally exceed 100 words *
each.

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

(viii) Answer should be brief and to the point and the above word li::t should
be adhered to as far as possible.

s A
Section A
1. Ul STeqTEeRR | 91 TP 8 ¢ 1
What is perfect oligopoly ?
2. ‘U T & Ufahel T 379 Fqrsy | 1
Give meaning of ‘returns to a factor.’
3. ST @ sl aftare € | 1
Define budget line.
*4,  GEHER FA T MU Ut @ SRISRY 9 8 STl @ | Iene asrad € % wed |
THHT HATTF o 18T | 1

Unemployment is reduced due to the measures taken by the government. State its
economic value in the context of production possibilities frontier.

58/1/2 ’
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5, sqoferTE T T & R SRR R 7 1

What is meant by cost in economics ?

6. mm(m)ﬁtﬁwm(m)%aﬁaﬁuwl 3
gty
gaamﬁaﬁtmqiam%a%aﬁa‘amm

State the relation between marginal revenuce and average revenue.
Or
State the relation between total cost and marginal cost.

& ‘S Foru SeuTen TR ST et e EHERT | 3

Explain the central problem ‘for whom to produce.’

g, uF e HEma A ()17 | < zareEy i g P ook e el 8,
Tohl T 16 TR § SEH 18 3T B Wt 2| ufEdT & @ R A w
qftehe I | 3
Price elasticity of demand of a good is (—)1. When its price per unit falls by one
rupee, its demand rises from 16 to 18 units. Calculate the price before change.

by
- P, T

9. @mfwmﬁmﬁﬁmﬁaﬁaﬁmm%?ml 3

Why are the firms said to be interdependent in an oligopoly market ? Explain.

10. 8- 3aare & gfe 1 S 2, aﬁmﬁmmwwww%?@%mﬁ
e ? 3

What is the behaviour of average fixed cost as output is increased ? Why is it so ?

11, ol st % B Wmmmmwlww%m
aaEATse | 4

State the behaviour of marginal product in the law of variable proportions.
Explain the causes of this behaviour.

12. @mﬁwmaa@aﬁmwﬂﬂm%amﬁmﬁ@wﬁmﬁ
wﬁmﬁwaﬁmaﬁﬁm 4
AU
wwﬁwma‘raﬁaﬁAaﬂ{mem% aﬂw@mﬁ%lﬁ@@%ﬁ
mmBﬁﬁuﬁﬁﬁﬁ%?ﬁa@Bﬁnﬁm%m@ﬁm%ﬁwﬁmﬂ
70 W 1 ST T |
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A consumer consumes only two goods. Explain consumer’s equilibrium with the
help of utility analysis.

Or
A consumer consumes only two goods A and B and is in equilibrium. Show that
when price of good B falls, demand for B rises. Answer this question with the
help of utility analysis.

13.  Gafod awqafi 1 S 3 gitada & Hror et awg Y 7 § 29 gt aiEd
&1 =gt Fifsu | 4

Explain the change in demand of a good on account of change in prices of related
goods.

14. TS I I ISR TgeE § 2 | gEg hI miE CFHH R STt | | ISR % e
e H M T 39 IREd- o 0 4 916 uTEl i gEe GueEs | s
=T YA I | 6

Market for a product is in equilibrium. Demand for the product “‘decreases.”

Explain the chain of effects of this change till the market again reaches _

equilibrium. Use diagram. %f--. TR &
qre ;. FrAfaiad v e ghedm aftenfeat & fo w7 g 14 F A w R |

T 9] 1 SR Tqe | € | I8 1 9 H w8 Sl 2 | ISR o e

T H 3T qeh 39 UNEdH o SR 8 aTe ST o FEe GRS | 9ee 31

1S o T X a1 sl o1 ShifsTT | 6
Note : The following question is for the Blind Candidates only in lieu of

Q. No. 14.

Market of a commodity is in equilibrium. Demand for the commodity

“decreases.” Explain the chain of effects of this change till the market reaches

equilibrium again. Compare the prices at the old and new equilibrium.

15, 3HfHE a5 faveryon i gemran & IuNieaT Gge i Y SHEsT | 6
HAGT
ST Tt <l off ferdrand wwmsT |
Explain the conditions of consumer’s equilibrium with the help of the indifference
curve analysis.
Or
Explain the three properties of the indifference curves.

58/1/2 4
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16. @wﬁ%aﬁﬁﬁmﬁ@ﬁa@mﬁ,mmaﬂtmwﬁﬂ (FTTH) & SATHT

m@mﬁ@qmmﬁmlwmlwwwmeﬁmﬁm 6
EISICE] el gEyTid (3TTTH) T AT
(3T2) (%) (%.)
1 : 8
2 14 15
3 21 21
4 28 28
5 35 36 |

From the following in

terms of marginal cost and marginal revenue. Give reasons. Al

formation about a firm, find the firms equilibrium output in

so find profit at this

output.
Output Total Revenue Total Cost
(units) (Rs.) (Rs.)
1 7 8
2 14 15
3 21 21 %
4 28 28 . s
5 35 36 B
Qus d
Section B
17, Hra 3e g e afm S| 1
Define marginal propensity to consume.
18. gwd@qﬁ‘m@@mm’ﬁwarﬁmm%? 1
What is ‘current account deficit’ in the balance of payments ?
19,  wfm set & @ S R 7 1
What are demand deposits ?
20. ol SR T 37 SIS | 1
Give meaning of full employment.
21, T are S i < | 1

Define government budget.

58/1/2 3 [0,
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22. TE % YeI-T=F HE 1 Hecd GUIST | 3
Jerar
a1 fafma %1 arem’ S o Hee duesy |

Explain the significance of ‘store of value’ function of money.
Or
Explain the significance of ‘medium of exchange’ function of money.

23. T e 1S ST 37 U | 3

Explain the meaning of balance of payments deficit.

24. NG A ST gHA & fore et st s s @ | seen faeeht fafime v wan
T g < U1 8 ST 7 3

Visits to foreign countries for sightseeing etc. by the people of India is on the rise.
What will be its likely impact on foreign exchange rate and how ?

25. ST RO (STEdt 9aT) it it i | swomerss STedt a7 U 39T SN |
SHHT FHedT UL T TS USdT & 7 3

Define externalities. Give an example of negative externality. What is its impact

on welfare ?

“

26. GTN g & Hew ® 91 fefefaa aswa =39 @ & dsfia =19 ? e Farse | 3
(i) L 3ha3T H T B Tl =5 |
(i) R TlET T EH a9Te o |
Is the following revenue expenditure or capital expenditure in the context of
government budget ? Give reason.
(i) Expenditure on collection of taxes.
(i))  Expenditure on purchasing computers.

*27. EIHR HlASIh JEGIAT o IATE W A1 T 961 <t & | T8 forg anfeles qor =1
il € ? FHETST | 4

Government raises its expenditure on producing public goods. Which economic
value does it reflect ? Explain.

28. T gl ot it HifTe iR sk wewn wHgTs | 4
HAYAT
Hara S 1 “ifam Forerar’ S aEeee |
Define money supply and explain its components.

Or
Explain the ‘lender of last resort” function of central bank.

58/1/2 6
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29. U FAIEAT, S fF Ao ¥ 7, & IR A F=fofea tiwet ¥ wa (W)
U 55 T Ufhedd i :

Calculate autonomous consumption expenditure from the following data about an
economy which is in equilibrium.

National income = 1200

Marginal propensity to save = 0.20

Investment expenditure = 100

30. T A AR g9 qfd I geRd ¥ TR S w1 aqed SHesT | WETtes 1 S
IS | 78 ot wmerse f6 afs steferazen @qem § 7 & af refeyawen § w1 uftad

AT | i 6

ST .
IUNIT T W T=d 956 ITd F o S0 foU 19 a1 =7 FaTee | YETts & 9En
FHifeTT |

Explain national income equilibrium through aggregate demand and aggregate

supply. Use diagram. Also explain the changes that take place in an economy - ..~

when the economy is not in equilibrium.
: Or

Outline the steps required to be taken in deriving saving curve from the given

consumption curve. Use diagram.

e : frefafed s Fa givda whenfifat & o s gem 30 F wmw R
auy A 6l R e | g A oft wmw qfd A wemar @ i o @
HqeH A | A ft TRy o srefeaen wge § A & @ vefsyaen #
a3 § 7 6
HAAT
eI BoA E T ST R 7 39T %ol & 39 Y UTH R Tehd § 7 GHEsy |

Note : The following question is for the Blind Candidates only in lieu of
Q. No. 30.
Define aggregate demand. Explain national income equilibrium through aggregate
demand and aggregate supply. Also explain the changes that take place in an
economy when the economy is not in equilibrium.

Or

What is saving function ? How it is derived from the consumption function ?
Explain.

58/1/2 7 _ [P.T.O.
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31. ﬁw%rf@aﬁ‘mmmﬁaamm’aﬁt‘ﬁsﬁm’wm
Fifory

(3T %.)

(i) U R0 W sgre 60
(i)  HSIGE qur A 600
(iif) %%sﬁﬁﬁaa{?ﬁm(mq)mm 20
(iv) T 200
(v)  OTHR ZRT E&die 70
(vi) I ; 300
(vii) mﬁmmmmﬁaaésﬁam 400
(viii) ﬁu’raaﬁmammgtm EEC 100
(ix)  foreeri =t Fraer s s uiC 50 .
(x) =9 300 33
Calculate ‘net national product’ at factor cost and ‘private income’ from the
following :

(Rs. Arab)
(1) National debt interest 60 "
(i)  Wages and salaries 600 T, 4
(iii)  Net current transfers to abroad 20
(iv)  Rent 200
(v) Transfer payments by government 70
(vi)  Interest 300
(vii)  Net domestic product at factor cost accruing to government 400
(viii)  Social security contributions by employers 100
(ix)  Net factor income paid to abroad 50
(x) Profits 300

32. &0 =4 gu m%w%mm%mwmmm
Ferferfe & aer 71 s o =Ry ?
() o g AP ) Brg Yra |
(ii) hﬁﬁqmwmwwwﬁam%mwmmwl
(iii) mﬁmmm%mwaﬂaﬁmml 6
Giving reason explain how should the following be treated in estimating gross
domestic product at market price ?
(1) Fees to a mechanic paid by a firm.
(11) Interest paid by an individual on a car loan taken from a bank.
(i)  Expenditure on purchasing a car for use by a firm.

58/1/2 8
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SENIOR SCHOOL CERTIFICATE EXAMINATION
MARCH-2014

MARKING SCHEME — ECONOMICS (Delhi)
(SET - 2)
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.

8. {;} 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
A2
Expected Answer / Value Points of Marks
1 If in an oligopoly market firms produce homogeneous products, it is called perfect 1
oligopoly.
2 Returns to a factor refers to change in output when only one input is changed, 1
other inputs remaining unchanged.
3 Budget line is the locus of points, each point representing a bundle of the two 1
goods which cost the consumer exactly his income.
%:} 4 The economic value of reduction in unemployment is that it will help the economy 1
in realizing its production potential.
Pg. 1
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5 | Cost in economics refers to the sum of actual money expenditure on inputs and the 1
estimated value of the free inputs supplied by the owner.

6 When MR < AR, AR falls
When MR = AR, AR is constant
When MR > AR, AR rises 3

OR
When TC rises at a decreasing rate, MC falls.
When TC rises at an increasing rate MC rises. 3
When TC rises at a constant rate MC is constant.

7 For whom to produce means that who will buy the goods and services produced.

Clearly, those who have income will be able to buy. So, the problem amounts to 3
how the national income is distributed in an economy.
8 Ep =2 X2 1
Q AP
16 -1
2P =16 or P=8 VA
(No marks if only the final answer is given)

9 When there are only a few firms in the market, it is likely that each firm has some
knowledge as to how its rivals operate. Each firm expects reactions from the rival 3
firms. Therefore, each firm in deciding price and output, takes into account the
expected reactions by the rival firms. In this way the firms are interdependent on
each other.

10 AFC falls continuously as output is increased. 1
It is because, even when output is increased TFC remains unchanged. 2

(Diagram not required)
11 | There are three phases of change in MP :
(1) MP rises : Because when the variable input is increased, efficient utilization of
the fixed inputs takes place due to specialisation. This raises efficiency of the
variable input.
(2) MP falls but is positive: Because beyond a point increasing variable input puts
pressure on fixed inputs leading to decline in efficiency.
(3) MP _continues to fall and is negative: Because there is so much pressure of the
variable input on the fixed inputs that total product starts declining. 4
(To be marked as a whole. Diagram not required)
12 | Assuming that the only two goods the consumer consumes are X and Y, the
conditions of equilibrium are :
MUx _ MUy
(1) Py P 1
(2) MU falls as more is consumed Y
. MU, MU, . . e e
Explanation : (1) Suppose e > > .The consumer will not be in equilibrium
x y
because per rupee MU of X is greater than per rupee MU of Y. This will induce the

Pg. 2
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consumer to buy more of X by reducing expenditure on Y. It will lead to fall in MUx
.. . . . ., MU MU
and rise in MUy. This will continue till —= = —2.
Py Py
(2) Unless MU falls as more of a good is consumed the consumer will not reach
equilibrium.
. MU, .
(Explanation based on Mo < P—y is also correct.)
x y

OR

Given 2Y4 — MUz
Py Pp
Given that Pg falls, then

MU 4

( Consumer is in equilibrium)

MUp

MU MU
< (or—£ > —4
Py Pp Pp Py

)

Since per rupee MU of B is higher than per rupee MU of A, the consumer will
reduce expenditure on A and increase that on B. So, when Pg falls, demand for B
rises.

%

13

Related goods are either substitutes or complements. When the price of the
substitute good rises (falls) it makes the given good relatively cheaper (expensive),
so it is substituted for the other good (the other good is substituted for). As a result
the demand for the given good will increase (decrease).

If price of a complementary good rises (falls), its demand falls (rises). As
complementary goods are used jointly the demand for given good will fall (rise).

14

OP; is the equilibrium price and 0Q; is the equilibrium quantity. Demand
decreases so that demand curve shifts to the left. The new demand curve is D,
This creates an excess supply (A;E4) at the existing price OP;.

The excess supply creates competition among sellers, resulting in fall in price.

Fall in price leads to rise in demand and fall in supply as indicated by the arrows.

- These changes continue till the market reaches new equilibrium at E, with a lower
price OP, and lower quantity OQa.

For the blind candidate :

e Decrease in demand results in excess supply.
e Excess supply causes competition among sellers which reduces price
e Fallin price results in rise in demand and fall in supply.

Get More Learning Materials Here: & m
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e Excess supply is reducing. 6
e These changes continue till demand and supply are equal at new price.
e New equilibrium price is less

15 Let the two goods the consumer consumes be X and Y.
The two conditions of equilibrium are :

(1) MRS = 2 1
Py
(2) MRS falls as more of X is consumed in place of Y.

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

. - P - —_
continue to fall till it is equal to P—x and the consumer is in equilibrium.
y

(2) Unless MRS falls as consumer consumes more of X , the consumer will not
reach equilibrium again. 1

(Explanation based on MRS < i—i is also correct)
OR
The Three properties are
(i) IC slopes downwards from left to right.
(ii) 1C is strictly convex
(iii) IC to the right has higher utility.

13
Explanation :
(1) Slopes downward because to consume more of good X , the consumer must give
. . 1
up some quantity of good Y 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 1
of diminishing marginal utility.
(3) IC to the right has higher utility level because it is assumed that higher 1
consumption means higher utility.
16 Output TR TC MR MC
1 7 8 7 8
2 14 15 7 7
3 21 21 7 6
4 28 28 7 7 Equilibrium
5 35 36 7 8 2
The producer is in equilibrium at 4 units of output 1
Reasons (1) MC=MR 1
(2) MC > MR after equilibrium 1
1

Profit=TR—-TC=28-28=0

Pe. 4
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SECTION -B

17 | MPCiis the ratio of ‘change in consumption expenditure’ to ‘change in income’ 1

18 | When foreign exchange receipts in the current account fall short of foreign 1
exchange payments, it is called current account deficit.

19 | The deposits which can be withdrawn from the banks on demand, through cheques. 1

20 | Full employment is a situation in which all those who are able and willing to work at 1
the prevailing wage rate find work.

21 | Government budget is an annual financial statement showing estimated receipts 1
and estimated expenditure of government.

22 | 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 3
convenient denominations and is easily portable.

OR

Medium of exchange function has solved the problem of double coincidence of
wants. The buyer can pay money to the seller and the seller in turn can buy what
he wants to buy. Money facilitates the exchange. 3

23 | Deficit in the BOP occurs when autonomous foreign exchange receipts fall short of
autonomous foreign exchange payments. Autonomous transactions are those

3
which are not influenced by other transactions in the BOP.

24 | It will raise demand for foreign exchange for spending the same in foreign
countries. Supply of foreign exchange remaining unchanged, exchange rate if likely 3
to rise.

25 | Externalities refer to the benefits (or harms) a firm or an individual causes to 1
another for which it is not paid (or penalised)

Example : Polluting river by an oil refinery Or any other relevant example. 1
Impact : Reduces welfare through negative effect on health 1
26 | (i) Expenditure on collection of taxes is revenue expenditure because it neither 1%
creates any asset nor reduces any liability.
(ii) Expenditure on purchasing computers is capital expenditure because it creates
assets.
27 | Increased expenditure by government on public goods like defence, maintaining
{:} law and order etc. increases their availability to the people of the country. For
example more expenditure on maintaining law and order raises the sense of 4

security among the people. Any such expenditure raises welfare of the people.

(To be marked as a whole)

Pg. 5
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28 | Money supply refers to the stock of money in the country on a particular day. It has
two components : Currency with public outside the banks and demand deposits 4
with banks. Demand deposits are deposits which can be withdrawn by writing
cheque. Both these are directly usable for carrying out transactions at will.

OR
Lending of money by the Central Bank to commercial banks in times of emergent 4
need is referred to as the ‘lender of last resort’ function of the central bank.

29 Y =C + MPC(Y) + | 1%
1200=C + (1-0.2)1200 + 100 1%
C=1200—-960 — 100 = 140 1

(No marks if only the final answer is given)
30 v
AD
AD 1
E
45° %
© ™ Imncome
The national income is in equilibrium when AD = AS. In the figure the equilibrium is
at E, the intersection of the AD curve and the 45° line. The equilibrium income is 2
OM.
When the economy is not in equilibrium AD is not equal to AS. Suppose AD > AS, it
will lead to fall in inventories with the producers. The producers in turn will produce 3
more to reach the desired level of inventories : This raises AS till it becomes equal
to AD.
(Answer based on AD < AS is also correct)
OR
v
c,$
[
S
’ i
€ i -8
: ”/
f T 3
L o
9 B, Tncome x
S r”/

Pg. 6
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Steps :
(i) CC, is the given consumption curve on OY axis take OS; equal to OC. 3
(ii) Draw a 45° line from point of origin. It intersects CC at B.
(iii) From point B draw a perpendicular on OX which cuts OX at B;.
(iv) Join S; and B, by a straight line and extend it to S.
(v) SS;isthe saving curve 1
For Blind Candidates
- The sum of demand of all goods and services is called aggregate demand. 2
- Equilibrium level of income is that level of income at which aggregate demand
and supply are equal.
- When the economy is not in equilibrium then aggregate demand and supply
are not equal. Suppose aggregate demand is greater than aggregate supply. 3
This will reduce inventories. To make up this deflation producers will produce
more.
- This will increase aggregate supply and ultimately it will become equal to
aggregate demand.
OR )
Relation between saving and income is saving function
C=C+ MPC(Y)
S=Y-C
=Y—-C+MPC )
=—C+(1-MPC)Y 4
This is derivation of saving function from C function.

31 | NNPe= (ii + vii)) + iv + vi+ x-ix 2
= (600 + 100) + 200 + 300 + 300- 50 1%
= Rs 1450 arab %
Private income = NNPfc- vii + I + v - iii 1
= 1450 — 400 + 60 + 70-20 v
=Rs 1160 arab %

(No marks if only the final answer is given)

32 | (i) Fees paid to mechanic by a firm is not included because it is an intermediate
cost of the firm. 2
(ii) Interest paid by an individual is not included because the loan is taken to meet
consumption expenditure and therefore interest paid on such a loan is not a factor 2
payment.

(iii) Expenditure on purchasing car by a firm is included because it is an investment
expenditure, a final expenditure. 2
(No marks if the reason is not given)

Pe. 7
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