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ECONOMICS
Paper - 11

Note : This paper contains fifty (50) objective type questions, each question carrying two

(2) marks. Attempt all the questions.

1. The revealed preference theory of
consumer’s behaviour is based on

(A)

(B)
(©)

(D)

Consistency

Strong Ordering

Positive income elasticity of
demand

All the above

2.  An individual’s supply curve for
labour will bend backwards when

(A)

(B)

(©€)
(D)

The substitution effect of wage
rate increase is higher than
income effect.

The income effect of wage rate
increase is negative and higher
than the substitution effect.
Leisure is a Giffen good.

The substitution and income
effect of wage rate increase
reinforce each other.

3.  The short run supply curve of a firm
under perfect competition is the
same as the

(A)
(B)

(©€)
(D)

marginal cost curve

marginal cost curve above the
average variable cost curve
average variable cost curve
average total cost curve

4. Match List-I with List-II and select
the correct answer from the codes
given below :

List -1 List - II
(a) Quasi rent 1. Hicks
(b) Elasticity of 2. Chamberlin
substitution
(c) Monopolistic 3. Neumann and
competition Morgenstern
(d) Theory  of 4. Marshall
Games
Codes :
@ () (© (@
(A) 4 1 3 2
B) 2 1 4 3
< 2 1 3 4
(D) 4 1 2 3

Paper-11

S.

Note :

6.

The difference between the value of
marginal product and the marginal
revenue product arises only if

(A)
(B)
(©)

(D)

Average revenue is not equal
to marginal revenue.

Average cost is not equal to
marginal cost.

Total revenue is not equal to
total cost.

Average cost is not equal to
average revenue.

The following 5 (five) questions

consist of two statements : one
labelled as the ‘Assertion’ (A) and
the other as ‘Reason’ (R). You are
to examine these two statements
carefully and select the answers to
these items using the codes given
below :

Assertion (A) : In the short run, a

producer operates in only stage
Il of the law of diminishing
returns where average product
of the wvariable factor is
declining.

Reason (R) : In stage I and stage III

the marginal products of the
fixed and the variable factors
respectively are negative.

Codes :

(A)
(B)

(©)

(D)

(A) is true and (R) is false.

Both (A) and (R) are true and
(R) is the correct explanation
of (A).

Both (A) and (R) are true, but
(R) is not the correct
explanation of (A).

(A) is false and (R) is true.
D-01-10
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Assertion (A) In monopolistic
competition, a firm earns only
normal profit in the long run.

Reason (R) : A firm in monopolistic

competition produces a
commodity which has no close
substitutes.

Codes :

(A) Both (A) and (R) are true and
(R) is the correct explanation
of (A).

(B) Both (A) and (R) are true, but
(R) is not the correct
explanation of (A).

(C) (A)is true, but (R) is false.

(D) (A) is false, but (R) is true.

Assertion (A) Devaluation in
general is resorted to increase
the exports.

Reason (R)
cheaper.

Codes :

(A) Both (A) and (R) are correct.

(B) (A) is correct, but (R) is not
correct.

(C) Both (A) and (R) are incorrect.

(D) (A) is incorrect, but (R) is
correct.

It makes exports

Assertion (A) : The role of
monetary  policy in a
developing economy in general
is to achieve growth with
stability.

Reason (R) : It makes availability of
credit to public at cheaper rate
of interest.

Codes :

(A) (A) is correct but (R) is not the
explanation of (A).

(B) Both (A) and (R) are incorrect.

(C) (A) is incorrect but (R) is
correct.

(D) Both (A) and (R) are correct.

Paper-11

10.

11.

12.

13.

Assertion (A) : The average and the
spread of indirect taxes have
been lowered in India over the
past two decades.

Reason (R) : Tax-GDP ratio in India
has declined during this
period.

Codes :

(A) Both (A) and (R) are true and
(R) is the correct explanation
of (A).

(B) Both (A) and (R) are true, but
(R) is not the correct
explanation of (A).

(C) (A)is true, but (R) is false.
(D) (A) is false, but (R) is true.

The classical analysis of
determination  of  output and
employment is characterised as a

(A) Static Analysis

(B) Comparative Static Analysis
(C) Dynamic Analysis

(D) All of the above

‘Consumption is irreversible’ is
implicit in which of the following
hypothesis ?

(A) Absolute Income Hypothesis
(B) Relative Income Hypothesis
(C) Life Cycle Hypothesis

(D) Permanent Income Hypothesis

Inventory-theoretic ~ approach  to
transactions demand for money has
been given by

(A) J.M. Keynes
(B) Milton Friedman
(C) Don Patinkin
(D) W.J. Baumol

D-01-10
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14.

15.

16.

Liquidity trap is a situation when
demand for money is

(A) Zero elastic

(B) Unit elastic

(C) Relatively more elastic
(D) Perfectly elastic

Match List-I with List-II and select
the answer from the codes given
below :

List -1 List - IT
(a) Equation of 1. Milton
exchange Friedman

(b) Money wage 2. John Muth
rigidity
(c) Natural rate of 3. J.M. Keynes

unemployment
(d) Rational 4. TIrving
expectations Fischer
Codes :
(@ () (© (@
(A) 3 4 1 2
B) 4 3 2 1
< 4 3 1 2
(D) 4 1 3 2

Which one of the following
statements in case of Kaldor model
of trade cycle is incorrect ?

(A) Its foundation can be found in
Keynes’ theory of income
determination.

(B) It assumes that both saving and
investment function (or at least
one of the two) are non-linear.

(C) It makes use of investment
multiplier  interaction  to
generate trade cycles.

(D) It is based on capital — Stock
Adjustment principle.

17.

18.

19.

20.

Match the List-I with List-II and
select the answers from the codes
given below :

List-1 List - 1I
(a) Life cycle 1. Franco
hypothesis Modigliani

(b) Liquidity trap 2. J. Duesenberry
(c) Ratchet effect 3. A.C. Pigou

(d) Real balance 4. J.M. Keynes
effect
Codes :
(@ () (© (@
(A) 1 4 3 2
B) 1 2 3 4
<) 4 1 2 3
D) 1 4 2 3
The  concept of  sustainable

development was first given by
(A) Brudtland

(B) Kindleberger

(C) Raul Prebisch

(D) Keynes

In the Harrod-Domar equation of

warranted rate of growth, i.e.,
g= G—//%] , the capital-output ratio is
represented by

(A g (B) 1/k

©) sly (D) yis

Which of the following is not an

indicator of Globalization ?

(A) Opening of the economy for
unrestricted ~ imports  and
exports.

(B) Allowing free capital
movement among nations.

(C) Free movement of technology
among nations.

(D) Achieving exchange rate
stability.



14.

15.

16.

YA T Y Rt o © e s %
fer =T

(A) ITAATHEAE |

(B) TS A I BRATE |

(C) oM €9 § SITET €S8R Bt
g

(D) YU AERR B € |
T — 11 gt — 11§ foeTe it 3R

e U el ¥ ST 1 997 it
-1 T - 11
OREIEERED 1. T wies

FHHRT
(b) HIfEF Ao 2. S =Y
AT
(c) RS & 3. S.UH. H
PIEIRETER
(d) FrerrETa 4. e fRER
YR
R
HS :
@ M) (© (@
(A) 3 4 1 2
B) 4 3 2 1
< 4 3 1 2
D) 4 1 3 2
TR skl o HIIS AleA & Ty |
TR AT § | oI 9T TeAd & 2
(A) TR A AT LR F BT F
ToET & 0TE ST §ehcll § |
(B) THH! TaT € foF I=d AR A
Ho AT (AT T T HH AT A F
TF) INEFEA ¢ |

(C) =AMUR Tehi i 3T A & U
g eeT-TuTeR STAfshaT ST U=
FATE |

(D) ¥E Yot Wik gHMESH g ®
SMERAE |

17.

18.

19.

20.

Tt — 11 gt — 11 o 9 faer hifste
3R e U el ¥ 3T T TF DT :
g -1 T - 11
(a) STae =5k 1. St HRITe

IR
(b) WAMURT: 2. . TG
(c) T U 3. T 9
(d) IAEH AT 4. S, B

EEIE)
HiS :

(@ (b)) (© (@

(A 1 4 3 2
B) 1 2 3 4
< 4 1 2 3
D) 1 4 2 3
YR TR T YT GaugH Thash
FRT aiea foha 74T ?
(A) e
(B) fheeaR
(C) e dferer
(D) F
Te-2mX &1 IR g T P GHIHT,
g = G—ﬁg H, USiI-3ceT ST foheeh
FRT AT ST & 2
A g (B) Uk
(©) sly (D) y/s
J-HEAh0T I Wohash FHAiThd H &

I T E ?
(A) ST ST Ua 97 & fou
TS i G |

(B) T % e e (D) S
TIfeTeieta bl STTAR ST |

(C) T o S WNifiTent sht gore TIfeT |

(D) Tafoe g wenfaee o T |




21.

22,

23.

24,

25.

Which one of the following is an
indicator of poverty ?

(A) Head-count index

(B) Poverty-gap ratio

(C) Poverty-square gap ratio
(D) All of the above

The unbalanced growth strategy was
propounded by

(A) Ragnar Nurkse
(B) H. Leibenstein
(C) A.O. Hirschman
(D) R.Rodan

Opportunity ~ cost  theory  of
international trade is given by

(A) Haberler

(B) Adam Smith

(C) Ricardo

(D) Heckschor-Ohlin

The concept of intra-industry trade is
given by

(A) Balassa

(B) Meade
(C) Jagdish Bhagwati
(D) J1.S.Mill

Which one of the following is
considered as non-debt creating
foreign investment inflow ?

(A) External assistance
(B) Foreign direct investment
(C) Borrowing from LM.F.

(D) Commercial borrowings

26.

27.

28.

29.

30.

Various trade reforms after 1991 in
India were implemented by

(A) Manmohan Singh
(B) C.N. Vakil

(C) P.R. Brahmananda
(D) Jagdish Bhagwati

In 1971, collapse of Brettonwood
system was largely due to

(A) Fall of gold standard

(B) Rise in the value of gold

(C) Failure to manage international
liquidity

(D) Surplus countries did not
revalue and deficit countries

did not devalue their
currencies

Purchasing power parity theory was
given by

(A) Haberler

(B) J1.S.Mill

(C) J.E.Meade

(D) Gustav Cassell

When was minimum reserve system
of note issue adopted in India ?

(A) 1947 (B) 1953
(C) 1956 (D) 1960

Which one of the following is not
the objective of monetary policy in
India ?

(A) To accelerate
development

economic

(B) To achieve price stability
(C) To regulate foreign trade

(D) To stabilise exchange rate
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31.

32.

33.

34.

The continuous deficit in the balance
of payments of India is due to

(A) Continued rise in imports
(B) Slow rise in exports

(C) Exchange rate volatility
(D) All of the above

‘Currency War’ during the present
recession is concerned with

(A) Under valuation of currency
(B) Over valuation of currency
(C) Neutral valuation of currency
(D) None of the above

Disguised unemployment in
underdeveloped countries stands for
marginal productivity of some
persons is

(A) zero

(B) greater than zero

(C) high

(D) unity

Match List-I with List-II and select
the answer using the codes given
below :

List -1 List - I1
(a) Open-general 1. Employment
license
(b) TRYSEM 2. External trade

(c) Wholesale 3.
price index

Credit control

(d) Cash-reserve 4. Inflation
ratio

Codes :
@ b (© (@

(A) 2 1 4 3

B) 2 4 3 1

© 4 3 2 1

(D) 3 2 1 4

35. Match List-I with List-II and select
the answer using the codes given

36.

below :

List -1
(a) J.M. Keynes 1.
(b) David 2.

Ricardo
(c) Adam Smith 3.
(d) Mrs. Joan 4.

Robinson
Codes :

(@ @ (o

(A) 2 3 4
B) 3 4 1
<) 4 1 2
D) 1 2 3

List - 11
Economics of
imperfect
competition
General theory
of employment,
interest and
money

Principles of
political
economy

Wealth of
Nations

(d)

1
2
3
4

Match List-I with List-II and select
the answer using the codes given

below :
List -1
Institution

(a RB.L
(b) N.A.B.AR.D.

(c) Planning
Commission

(d) F.C.IL
Codes :

(@ M (©
(A 1 3
B) 3
<) 4
(D) 2

W = N A

4
2
1

List - IT

Year of
establishment

1. 1935
2. 1982
3. 1950

4. 1964

(d)

2
1
3
4
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37.

38.

39.

40.

Which one of the following is not
correctly matched in the case of
India ?

(A) Revenue Revenue receipts
expenditure : + Revenue deficit

(B) Primary Revenue deficit —

deficit : interest payments
(C) Total Revenue receipts

receipts : + capital receipts
(D) Revenue Tax revenue +

receipts . non-tax revenue

The incidence of sales tax is on the
seller when the demand curve

(A) for the product is a rectangular
hyperbola

(B) for the product is perfectly
elastic

(C) for the product is perfectly
inelastic

(D) for the product is moderately
elastic

A progressive income tax implies
that

(A) the amount of tax falls with a
rise in income

(B) the rate of tax rises with a rise
in income

(C) both (A) and (B)

(D) the rate of tax decreases with a
rise in income

Under which Article of the
Constitution of India is the Finance
Commission is  appointed by
President of India ?
(A) 279

(©) 281

B) 280
(D) 282

41.

42,

43.

44.

Who 1is the Chairman of the
Economic Advisory Council of the
Prime Minister of India ?

(A) Suresh Tendulkar
(B) Jagdish Bhagwati
(C) C. Rangarajan
(D) Vijay Kelkar

Match List-I with List-II and select
the answer from the codes given
below :

List -1 List - I1
(a) Range 1. Square of
standard
deviation
(b) Coefficient 2. Uses limited
of variation information
(c) Variance 3. Relative
measure of
dispersion
(d) Inter-quartile 4. Smaller than
range range
Codes :
@ b © @
(A) 4 3 1 2
B) 3 1 2 4
< 2 3 1 4
D) 1 2 3 4

The distribution for which mean and
variance are equal is

(A) Poisson (B) Binomial

(C) Normal (D) Gamma
For a symmetric distribution
Skewness () is

A 3 B) 0

< 1 (D) 2
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45. The sum of the squares of deviations
of the given set of observations is
minimum when taken from

(A) Mode (B) Median
(C) Variance (D) Mean

46. Factor reversal test is satisfied by
(A) Laspayer’s Index
(B) Fischer’s Index
(C) Marshall-Edgworth Index
(D) Pasche’s Index

47. Type I error is defined as

(A) Reject null-hypothesis when it
is false.

(B) Reject null-hypothesis when it
is true.

(C) Accept null-hypothesis when it
is true.

(D) Accept null-hypothesis when it
is false.

Note : Read the passage below and answer
question nos. 48 — 50 :

An employer is willing to hire an
extra worker provided he or she will
contribute a value that exceeds the wage
and thus the contribution of the marginal
worker is a good approximation of the
wage. On a given plot of land, if you add
more and more workers, each will
contribute marginally less and thus the
wages rise with productivity and with the
land-to-labour ratio. Areas with high
agricultural productivity and high land-to-

labour ratios (for example Punjab,
Haryana) have higher wages and vice
versa (for example Bihar, Orissa).

Productivity is determined by technology —
the seeds, irrigation, fertilizer, etc. Land-
to-labour ratio is determined by the size of
the agricultural labour force that the land

has to support. Areas with high population
density, and that means areas that have
experienced high rates of population
growth for a long time, will have low land-
to-labour ratios and hence low wages.
Also, if the economy is characterized by
well-developed manufacturing and service
sectors so that there is significant
employment outside agriculture, then
correspondingly there is less labour in
agriculture. Consequently, the land-to-
labour ratios in agriculture and hence
wages are high. This is the key link
between employment pattens and poverty.

48. An employer is willing to hire an
extra worker
(A) if the contribution of this
worker is more than the wage
rate

(B) if the -contribution of this
worker is less than the wage
rate

(C) both (A) and (B)

(D) none of the above

49. Wage rate
depends upon

in agriculture sector

(A) Productivity
(B) Technology
(C) Land-to-labour ratio
(D) All of above

50. Other things remaining the same,
areas with  well developed
manufacturing and service sector
will have higher wage rate in
agricultural sector, because

Paper-11
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(A) of a relatively lower labour to
land ratio
(B) a relatively higher labour
productivity
(C) both (A) and (B)
(D) None of the above
D-01-10
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