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                                     FIRST TERM EXAMINATION
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                                   SUBJECT: ECONOMICS (030) 
CLASS: XII	TIME ALLOWED: 3 HOURS
	MAXIMUM MARKS: 80
General Instructions:
1. This question paper contains two parts:
Part A - Macro Economics (40 marks)
Part B - Indian Economic Development (40 marks).
2. Marks for questions are indicated against each question.
3. Question No. 1-10 and Question No. 18 – 27 are 1-mark questions and are to be answered in one word/sentence.
4. Question No. 11-12 and Question No. 28 – 29 are 3 marks questions and are to be answered in 60 - 80 words each.
5. Question No. 13-15 and Question No. 30 – 32 are 4 marks questions and are to be answered in 80-100 words each.
6. Question No. 16-17 and Question No. 33 – 34 are 6 marks questions and are to be answered in 100-150 words each.
7. Answers should be brief and to the point and the above word limit be adhered to as far as possible.

SECTION – A MACRO ECONOMIC THEORY
	Q.1
	Suppose a country produces bread only. In the year 2020-21, it had produced 1,000 units of bread, price was Rs.10 per bread. In 2021-22, it produced 1100 units of bread at a price of Rs.12 per bread. In 2021-22, the nominal and real GDP are:
(a) Rs.10,000 and Rs.10,000 (b) Rs.10,000 and Rs.11,000 (c) Rs.13,200 and Rs.10,000 (d) Rs.13,200 and Rs.11,000
	(1)

	Q.2
	Defend or refute the following statement, with valid argument:
‘’Depreciation is a fall in the value of an asset due to unexpected obsolescence.’’
	(1)

	Q.3
	Which of the following is a stock concept?
(a) Money supply	(b) National income	(c) Interest	(d) Output
                                                                 OR
Which of the following is a flow concept?
(a) Deposit in a bank	(b) Depreciation	(c) Capital	(d) Wealth
	(1)

	Q.4
	Ms. Laxmi, a teacher, was explaining in her class about various types of deposits with commercial banks. She quoted that —”These deposits form a part of M1 measure of money supply and are payable on demand by the commercial banks.’’ Identify the type of deposits she was explaining about and choose the correct alternative.
(i) Demand deposits	(ii) Time deposits	(iii) Post Office deposits
Alternatives

(a) Only (i)	                    (b) Only (ii)	      (c) (i) and (ii)	(d) (i), (ii) and (iii)
	(1)
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	Q.5
	Read the following statements carefully and choose the correct alternatives given below: Statement 1 – Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio (SLR) are one and the same thing.
Statement 2 – In CRR, Commercial Banks keep reserves with themselves, while in case of SLR, Commercial Banks keep reserves with RBI.
Alternatives:
a. Both statements are true.
b. Both statements are false.
c. Statement 1 is true, and Statement 2 is false.
d. Statement 2 is true, and Statement 1 is false.
	(1)

	Q.6
	Read the following statements- Assertion (A) and Reason (R). Choose one of the correct alternatives given below:
Assertion (A): Central Bank is also known as the Bank of Issue. Reason (R): RBI enjoys the sole monopoly of issuing currency.
A) Both assertion (A) and Reason (R) are true, and Reason (R) is the correct explanation of Assertion (A).
B) Both assertion (A) and Reason (R) are true, and Reason (R) is not the correct explanation of Assertion (A).
C) Assertion (A) is true but Reason (R) is false.
D) Assertion (A) is false but Reason (R) is true.
	(1)

	Q.7
	The Reserve Bank of India (RBI)	government securities in a bid to  	 the stock of money in the economy.
(a) Sell, decrease
(b) Purchase, decrease
(c) Sell, increase
(d) Purchase, Not change
	(1)

	Q.8
	Read the following statements - Assertion (A) and Reason (R). Choose one of the correct alternatives given below:
Assertion (A) – Income tax is a direct tax.
Reason(R) – Impact and incidence of Income Tax lies on the same person. Alternatives:
a. Both Assertion (A) and Reason (R) are true, and Reason (R) is the correct explanation of Assertion (A)
b. Both Assertion (A) and Reason (R) are true, and Reason (R) is not the correct explanation of Assertion (A)
c. Assertion (A) is true, but Reason (R) is false.
d. Assertion (A) is false, but Reason (R) is true.
	(1)

	Q.9
	‘’Government provides essential items like food grains almost free to the families below the poverty line.’’ Identify the objective of the government budget indicated in the given statement.
	(1)

	Q.10
	The Government can achieve its budget objective of ‘Redistribution of Income’ by	.
(Fill up the blank with correct alternative)
(a) Managing the General Price Level in the economy to the desired level.
(b) Increasing the Gross Domestic Products (GDP) of the economy.
(c) Bringing the production of goods and services under its direct and absolute control.
(d) Rationalisation of taxes in pro-poor direction.
	(1)



	
	
	

	Q.11
	Study the table given below which has information about two firms of an economy:



Net factor income from abroad is (-20). Employee’s contribution to social security fund by
firm A and firm B is Rs. 5 and Rs.10 respectively. Calculate the National income.
OR
On the basis of data given below for an imaginary economy, estimate the value of Net domestic product at factor cost (NDPfc):
S.No.	Items	(Rs. in crores)
(i) Household consumption expenditure	2,000
(ii) Government final consumption expenditure	1,500
(iii) Gross Domestic fixed capital formation	1,000
(iv) Net addition to the stock	300
(v) Exports	700
(vi) Net Indirect taxes	350
(vii) Imports	200
(viii) Consumption of fixed capital	250
	(3)

	Q.12
	(I) What do you mean by Non-Debt Creating Capital Receipts?
(II) How does the government budget ensure economic stability in an economy?
	(1)
(2)

	Q.13
	What is meant by Net factor income from abroad? Briefly discuss its various components.
	(4)

	Q.14
	Explain the process of credit creation by commercial banks by assuming initial deposit as Rs.1000 crores and reserve ratio 10%.
	(4)

	Q.15
	‘’In the recent times, the Government of India has incurred a lot of expenditure on acquisition of indigenous defence items under ‘Make -in-India’ programme.’’ Identify and discuss the two types of budget expenditures which may be undertaken by the Government as suggested in the above statement.
                                                                    OR
State whether the following statements are true or false, with valid reasons:
(i) High tax on higher income groups aims to achieve the ‘reallocation of resources’ objective
of the government budget.
(ii) Borrowings are revenue receipts of the government.
(iii) ‘’Government budget is an important Monetary policy instrument.’’
(iv) The difference between fiscal deficit and interest payment is called Revenue deficit.
	(4)

	Q.16
	(A) How will you treat the following in the calculation of NDP at market price and NNP at factor cost of India? Give reasons for your answer.
(i) Profits earned by a company partly owned by residents and partly owned by non-residents and located in India.
(ii) Salaries of Indian employees working in the embassy of Japan in India.
(iii) Salary of residents of Japan working in the Indian embassy in Japan.
(B) "Machine purchased by a firm is always a capital good." Do you agree with the given statement? Give valid reasons for your answer.
	(3)





(3)

	Q.17
	(A) Explain the concept of : (i) Currency with Public (ii) Demand deposits held by commercial banks (iii) Open Market Operations.
	(3)
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	(B) ‘’As per announcement made by the Governor of RBI on May 4, 2022, it has been decided to increase the Cash Reserve Ratio (CRR) by 50 basis points from 4% to 4.5%.’’ Analyse the impact of this step of RBI on total credit creation in the economy.
	
(3)

	SECTION - B
INDIAN ECONOMIC DEVELOPMENT

	Q.18
	Which of the following statements is/are correct?
I. Colonial government took no initiative to invest in Indian industries.
II. Low life expectancy during colonial rule was due to famines.
(a) Only I	(b) Only II (c) Both I and II (d) None
	(1)

	Q.19
	Match the statements given under column I with correct options given under column II.






(a) 1-D, 2-C, 3-B, 4-A	(b) 1-A, 2-D, 3-B, 4-C
(C) 1-A, 2-C, 3-B, 4-D	(d) 1-A, 2-B, 3-C, 4-D
	(1)

	Q.20
	Read the following statements- Assertion (A) and Reason (R). Choose one of the correct alternatives given below:
Assertion (A): Major policy initiatives (land reforms and green revolution) helped India to become self-sufficient in food grains production.
Reason (R): Proportion of people depending on agriculture did not decline as expected after the Green Revolution.
A) Both assertion (A) and Reason (R) are true, and Reason (R) is the correct explanation of Assertion (A).
B) Both assertion (A) and Reason (R) are true, and Reason (R) is not the correct explanation of Assertion (A).
C) Assertion (A) is true but Reason (R) is false.
D) Assertion (A) is false but Reason (R) is true.
	(1)

	Q.21
	Defend or refute the following statement, with valid argument:
Conditions imposed by the World Bank and IMF were the main reason behind the introduction of economic reforms in India.
	(1)

	Q.22
	As a	of the financial sector, RBI would fix the interest rate structure for the commercial bank in the country.	(Regulator/facilitator)
	(1)

	Q.23
	Read the following statements carefully and choose the correct alternatives given below: Statement 1 – Stabilisation reforms aimed at correcting the weaknesses of the balance of payments by maintaining sufficient foreign exchange reforms.
Statement 2 – Stabilisation reforms measures are long-term measures intended to increase international competitiveness.
Alternatives:
a. Both statements are true.
b. Both statements are false.
c. Statement 1 is true, and Statement 2 is false.
d. Statement 2 is true, and Statement 1 is false.
	(1)
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	Q.24
	What is Strategic sale and Minority sale?
	(1)

	Q.25
	Which of the following statements correctly represents actions taken by the government towards liberalisation?
P: Levying high tariffs to discourage imports and promoting the consumption of domestic goods and services.
Q: Devaluation of the rupees to encourage inflow of foreign exchange.
R: Allowing for private banks to make decisions independent of RBI restrictions
S: Fixing prices of certain industrial goods in order to support increased consumption of these goods to boost the manufacturing industry.
(a) P and Q only	(b) P and R only	(c) Q and R only	(d) Q and S only
                                                                     OR
From the following statements regarding goods and services tax (GST), identify the incorrect statement:
(a) It ensures uniformity of tax rates across all states.
(b) It ensures better tax compliance and tax collection. (c)All types of taxes have been subsumed by it.
(d) It is imposed on supply of goods and services.
	(1)

	Q.26
	Read the following statement carefully. Write True or False with a reason.
P.V Narasimham Rao is known as the prime architect of economic reforms in India.
	(1)

	Q.27
	Bring out the difference between human capital and human development.
	(1)

	Q.28
	Critically appraise some of the shortfalls of industrial policy pursued by the British colonial administration.
	(3)

	Q.29
	Why was the public sector given a leading role in Industrial development during the planning period?
                                                                     OR
The benefit of being a member of the WTO is limited for countries like India. Explain.
	(3)

	Q.30
	(I) How did the opening of the Suez Canal in 1869 affect India’s foreign trade?
(II) What was the most important characteristic of India’s foreign trade throughout the
colonial period? Explain.
	(4)

	Q.31
	Explain trade and investment policy reforms under liberalisation.
	(4)

	Q.32
	“We have dazzling-five-star hotels side by side with darkened ill-starred hovels”. Analyze the
statement in the light of Globalization in the Indian economy.
                                                                     OR
According to Dhruv, in this era of privatization, there is no need for government intervention in the education and health sectors. However, his friend Saksham is of the opinion that education and health care services create social benefits and therefore there is a need for government intervention. Who is correct and why?
	(4)

	Q.33
	(I) Cause and effect relation between Human capital and Economic growth can be easily proved. Comment.
(II) Identify and explain the two important sources of human capital formation depicted in the picture.
	(2)

(4)
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	Q.34
	Answer the following questions on the basis of the text given below:
	

	
	The policy of ‘land to the tiller’ is based on the idea that the cultivators will take more interest
	

	
	— they will have more incentive — in increasing output if they are the owners of the land.
	

	
	This is because ownership of land enables the tiller to make profit from the increased output.
	

	
	Tenants do not have the incentive to make improvements on land since it is the landowner
	

	
	who would benefit more from higher output. The importance of ownership in providing
	

	
	incentives is well illustrated by the carelessness with which farmers in the former Soviet
	

	
	Union used to pack fruits for sale. It was not uncommon to see farmers packing rotten fruits
	

	
	along with fresh fruits in the same box. Now, every farmer knows that the rotten fruits will
	

	
	spoil the fresh fruits if they are packed together. This will be a loss to the farmer since the
	

	
	fruits cannot be sold. So why did the Soviet farmers do something which would so obviously
	

	
	result in loss for them? The answer lies in the incentives facing the farmers. Since farmers in
	

	
	the former Soviet Union did not own any land, they neither enjoyed the profits nor suffered
	

	
	the losses. In the absence of ownership, there was no incentive on the part of farmers to be
	

	
	efficient, which also explains the poor performance of the agricultural sector in the Soviet
	

	
	Union despite availability of vast areas of highly fertile land.
	

	
	Questions:
	

	
	(i) Identify the type of land reforms described above. What was the idea behind such move in
	(2)

	
	the agriculture sector?
	

	
	(ii) Do you think the type of land reforms described above served the goal of equity? Explain.
	(3)

	
	(iiii) State another type of land reforms in the agricultural sector to promote equity in the
	(1)

	
	agriculture sector.
	

	
	                                                                        OR
	

	
	Study the following table and answer the questions that follows:
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	(a) Which sector has continued to witness a high level of growth during the reform period?
	(1)

	
	(b) During the reform period, the growth of agriculture has declined. Give three reasons.
	(3)

	
	(c) During the reform period, the industrial growth has also recorded a slow-down. Give two
	(2)

	
	reasons.
************************************
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Growth of GDF and Major Sectors (in %)

1980-91 | 1992-2001 | 200207 | 2007-12 | 2012-13 | 2013-14 | 201415
Agriculture 36 33 23 32 5 42 02
Industry 7.1 65 94 74 36 5 59
Services 67 82 78 10 8.1 78 103
Total 56 64 78 82 56 66 72





image1.png




