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Time : 3 Hours Maximum Marks : 100

Note : (i) All questions are compulsory.
(ii) Marks allotted to each question are indicated against it.

(iii) Each question from Q. Nos. 1 to 8 has  four alternatives (A), (B), (C) and (D) and out of which
one is the most appropriate. Select the correct answer and write it in your answer-book against
the number of question.

SECTION–A
Q. 1. Which one of the following is a positive

statement?
(a) Government should increase the wave of

labourers.
(b) India has a large number of unemployed

youth.
(c) Government should provide houses to

poor people at low prices.
(d) Government should provide free education

to all.
Ans. (d) Government should provide free

education to all.
Q. 2. Which one of the following is a non-

economic factor of economic development ?
(a) Natural resources
(b) Racial factors
(c) Capital formation
(d) Technology
Ans. (c) Capital formation.
Q. 3. The problem of ‘what goods and services

shall be produced’ is related to :
(a) Which goods and services are to be

produced.
(b) The method by which goods and services

are to be produced.
(c) Distribution of income and wealth in the

society.
(d) Who is to enjoy and get the benefit of the

goods and services produced.
Ans. (b) The method by which goods and services

are to be produced.
Q. 4. A production unit owned by a single

individual is known as :
(a) A partnership
(b) A private company
(c) Sole proprietorship
(d) A public distribution unit
Ans. (c) Sole proprietorship.

Q. 5. Marginal revenue is:
(a) The amount a seller receives by selling

certain quantity of a commodity.
(b) Revenue per unit of the commodity sold.
(c) Increase in total revenue due to one unit

increase in the sale of the quantity of
output.

(d) The total amount of money received by the
seller during a given time period.

Ans. (c) Increase in total revenue due to one unit
increase in the sale of the quantity of output.

Q. 6. Demand for a commodity refers to :
(a) Quantity of the commodity that a buyer is

willing to buy at a given price per unit of
time.

(b) Quantity of the commodity purchased per
unit of time.

(c) Quantity of the commodity that a buyer is
willing to buy.

(d) Quantity of the commodity purchased at a
given price.

Ans. (a) Quantity of the commodity that a buyer is
willing to buy at a given price per unit of time.

Q. 7. Data means :
(a) Quantitative and qualitative information.
(b) Quantitative and qualitative information

providing facts in aggregate manner.
(c) Qualitative information providing facts in

aggregate manner.
(d) Quantitative information providing facts in

aggregate manner.
Ans. (b) Quantitative and qualitative  information

providing facts in aggregate manner.
Q. 8. One of the major sources of water

pollution is :
(a) Exhaust of vehicles and automobiles
(b) Discharge from sewage treatment plants
(c) Vehicular traffic
(d) Construction work on roads
Ans. (b) Discharge from sewage treatment plants.
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Q. 9. ‘Some wants arise again and again’.
Justify this statement.

Ans. Most wants are never ending. If they are sat-
isfied once, they arise again after a certain period. We
eat food and hunger is satisfied but after a few hours,
we again feel hungry and we have to satisfy our hun-
ger again with food. Therefore, hunger, thirst, etc. are
such wants which occur again and again.

Q. 10. What is meant by ‘entrepreneurship’ as
a factor of production ?

Ans. Ref.: See Chapter-6, Page No. 41,
‘Entrepreneurship’.

Q. 11. Define fixed cost of production.
Ans. Ref.: See Chapter-8, Page No. 57, ‘Fixed

Cost’.
Q. 12. The total cost of producing 15 units of a

commodity is Rs 195. Calculate the average cost
of production.

Ans. Average Cost = 
Total Cost

Quantity
 = 

195

15
 = 13.

Q. 13. How will be equilibrium price of a
commodity be affected when its supply decreases
but demand remains the same ?

Ans. Ref.: See Chapter-11, Page No. 86, Q. No. 7.
Q. 14. How does public distribution system

help the poor people ?
Ans. Ref.: See Chapter-13, Page No. 98, ‘Public

Distribution System’.
Q. 15. ‘Saving can act as a kind of security for

future’. Explain with the help of an example.
Ans. Saving can act as a kind of security for future.

How? Suppose Mr. X falls ill in the beginning of this
year. So he could not go to work for a week. How he
can sustain for a week? There is no need to worry. He
can always use his last year’s saving to carry on for
some time till he recovers from illness and start going
to work and earn again.

Q. 16. Define ‘central tendency’.

Ans. Ref.: See Chapter-18, Page No. 132,
‘Meaning of Central Tendency’.

Q. 17. State any two main sources of air
pollution.

Ans. Ref.: See Chapter-23, Page No. 172,
‘Sources of Air Pollution’.

Q. 18. Suggest any two ways by which we can
contribute to sustainable development.

Ans. Ref.: See Chapter-23, Page No. 177, Q. No. 9.
Q. 19. What are producer services? Explain

with the help of a suitable example.
Ans. Ref.: See Chapter-3, Page No. 17,

‘Consumer’s Services’ and ‘Producer’s Services’.
Q. 20. Distinguish between  a developed

economy and a developing economy.
Ans. Developed countries have higher national and

per-capita income, high savings and investment. They
have high standard of living. Developing countries have
lower national and per capita income. They have
backward agricultural and industrial sectors. They have
low savings and investment.

Q. 21. Distinguish between product based
division of labour and process based division of
labour with appropriate examples.

Ans. Ref.: See Chapter-7, Page No. 50, Q. No. 3.
Q. 22. State any  four main features of perfectly

competitive market.
Ans. Ref.: See Chapter-12, Page No. 92, Q. No. 5.
Q. 23. Explain any two functions of money.
Ans. Ref.: See Chapter-14, Page No. 107, Q. No. 3.
Q. 24. How does a bank create credit ? Explain

with the help of a numerical example.
Ans. Ref.: See Chapter-15, Page No. 112, Q. No. 2

(Terminal Exercise).
Q. 25. Give meaning of an ‘individual series’

and  a ‘discrete series’. Give one example of each.
Ans. Ref.: See Chapter-17, Page No. 129, Q. No. 9.
Q. 26. Explain in any two ways the importance

of data in economics.
Ans. Ref.: See Chapter-17, Page No. 124,

‘Importance of Data in Economics’.

Q. 27. Following table relates to weight of 100 students in a school. Calculate arithmetic mean using
short cut method.

Weight (kgs.) : 20-30 30-40 40-50 50-60 60-70 70-80

No. of students : 7 10 35 30 8 10

Ans. Weight x f f(x)

20-30 25 7 175

30-40 35 10 350

40-50 45 35 1575

50-60 55 30 1650

60-70 65 8 520

70-80 75 10 750

f = 100 f(x) = 5020

(x)  = 
f(x)

f
 = 

5020

100
 = 50.20.
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Based on 

ECONOMICS

Economics is a vast subject. Its scope and the area
it covers is very large. It is not easy to give a precise
definition of economics. Yet various scholars and
authors have tried to give its various meanings and
objectives. With development of time and civilization,
the meaning of economics has changed.

Meaning of Economics: In the late 18th and early
19th century, scholars called the classical thinkers
believed that economics is the science of wealth.
According to them, economics deals with the
phenomenon of wealth including nature and causes of
wealth, creation of wealth by individuals and nations.
But it did not talk about people who had no wealth.
Thus, scholars in the early 19th century believed that
economics should address the issue of “welfare of the
society” and not just wealth. They viewed economics
as a science of welfare. As science of welfare, economics
was said to be concerned with the quantitative welfare
only as it can be measured in terms of money. Only the
material aspects of welfare were explained by the
welfare definition of economics. People, however, want
both material goods and non-material services. Since
resources are limited, people try to achieve their goals
by alternative use of these means which they do by
making appropriate choice. Economics was thus treated
as science of scarcity and choice. Economics, as science
of scarcity and choice, studies human behaviour as
relationship between ends and means. In the 20th

century, the aim of attaining growth and development
of the entire economy became important. The scope of
economics covered production and consumption of
commodities overtime. Economics has become the
science of growth and development. For an individual
to be able to satisfy his wants, it is necessary that the
whole economy must grow. The economic performance
depended on the use of its resources and production
and distribution of goods and services. In the late 20th
century, economists also started talking about welfare
of future generation and protection of natural
environment. Economics has become the science of
sustainable development.

There are two branches of economies: Micro
economics and Macro Economics.

Micro Economics: Micro economics refers to
study of economics at a very small level. It covers the
economic decisions taken by a single individual.
Economic decisions are taken at an individual to satisfy
various wants of an individual to buy goods and services
with limited resources. He decides the combination of
different goods so that he can get maximum satisfaction
as a buyer. An individual also decides on the quantity
of good to be supplied at a given rate so that he can get
some profit. An individual producer also takes decision
on combination of various factors of production.

Macro Economics: Macro economics refers to the
economic decisions taken at the level of the economy
as whole. It covers the study of the economic decision
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taken by the government. It includes the government
policies on taxes, expenditure on public goods and
welfare activities which affect the whole economy.
Macro economics covers the national income, total
consumption expenditure of the country, the study of
inflation or price rise, problem of unemployment and
economic growth and development.

Positive Vs Normative Economics: Positive
economics refers to the things happening or might
happen in the economic world. It talks about “What is”.
Normative economics gives value judgements about
things and tells us to “What should have happened”? It
talks about “What ought to be?” or “What should be?”.
If we say India’s population has crossed 100-crore mark
and India has become the second largest populated
country in the world, it is a positive statement. If we say
India should not allow its population to grow so fast
and it should control its population, this is a normative
statement. Economic decision involves both positive and
normative aspects of the things. For example, since the
country’s population is growing fast and posing
problems, the government is doing its best to control
the population growth through effective family planning
and other measures.

Q. 1. “Economics is a science of wealth”. What
does this imply?

Ans. Economics is a science of wealth implies that
economics deals with the phenomenon of wealth which
includes nature and causes of wealth, creation of wealth
by individuals and nations etc. Classical economists in
the late 18th and early 19th century believed that
economics is the science of wealth.

Q. 2. Which aspect of welfare does economics
deal as the science of welfare?

Ans. As science of welfare, economics deals with
the quantitative welfare only because it can be measured
in terms of money.

Q. 1. Write whether the following statements are
True or False.

(i) Inflation is studied under micro-economics.
(ii) Determination of price of a good is a problem

under macro-economics.
(iii) Macro-economics deals with the issue of em-

ployment and unemployment.
(iv) Micro-economics deals with individual deci-

sion-making with respect to buying a good.

Ans. (i) False; (ii) False; (iii) True; (iv) True.

Q. 1. Identify the following statements as posi-
tive or normative.

(i) India has a large number of poor people.
(ii) The government should spend more on

education.
(iii) Poor people are suffering due to price rise of

essential commodities.
(iv) Bank has increased its interest rate.
(v) People should be encouraged to save in post

offices and commercial banks.
Ans. (i) Positive; (ii) Normative; (iii) Positive;

(iv) Positive; (v) Normative.

Q. 1. Economics is science of scarcity and choice.
Explain.

Ans. Since resources available with us are limited,
we try to attain our objectives by alternative use of these
resources which we do by making suitable choice. Thus,
economics is considered as science of scarcity and
choice. In economics, we also studies human behaviour
as relationship between ends and means. “Ends” is
“wants”. “Means” is “limited resources”. Limited
resources are used alternatively. For example, if we take
the production of cloth and rice, we cannot produce
unlimited quantity of cloth and rice with scare resources.
We divide the resources to produce these goods.
Suppose demand for rise increases, we will produce
larger quantity of rice for which we need more resources.

Since resources are scare, we can produce more
rice only by cutting some resources from the production
of cloth and adding them in production of wheat. In
consequence, cloth production will drop and rise
production will go up. Then we have two alternatives –
(i) maintain the production of the same quantity of cloth
and wheat. (ii) Produce more rice due to rise in its
demand and decrease some quantity of cloth. The study
of economics tells us how this problem can be solved
with limited resources.

Q. 2. How does wealth definition of economics
differ from welfare definition of economics?

Ans. According to wealth definition of economics,
economics deals with the phenomenon of wealth which
covers nature and causes of wealth, creation of wealth
by individuals and nations. Classical thinkers in the late
18th and early 19th century believed that economics is
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the science of wealth. The wealth definition, however,
did not talk about people who had no wealth.

According to welfare definition of economics,
economics should address the issue of “welfare of the
society” and not just wealth. This was believed by many
scholars in the early 19th century. As science of welfare,
economics was said to be dealt with the quantitative
welfare only because it can be measured in terms of
money.

Q. 3. Differentiate between micro and macro
economics?

Ans. Micro economics and Macro economics are
two different branches in the study of economics.

Micro economics covers the economic decision at
small level such as decision-making of individual
economic agents such as the producer and the consumer.
It takes into account small components of the whole
economy. It covers the process of price determination
in case of individual products and factors of production.
Micro economics is concerned with the optimization
goals of individual consumers and producers. It studies
the flow of economic resources or factors of production
from any individual owner of such resources to any
individual user of these resources. Micro economics
helps us in formulating appropriate policies for resource
allocation at the firm level.

Macro economics deals with the entire economy
such as aggregate output, national income, aggregate
savings and investment of an economy as a whole. It
deals with general price-level in any economy. It is
concerned with the optimization of the growth process
of the entire economy. It studies the circular flow of
income and expenditure between different sectors of
the economy. Macro economics helps us in formulating
appropriate policies for controlling inflation.

Q. 4. Distinguish between Positive and
Normative economics by giving examples?

Ans. Positive economics is the study of what and
why an economy operates. It is also known as descriptive
economics and is based on facts which can be subjected
to scientific analysis in order for them to be accepted.
Positive economic statements are always based on what
is actually going on in the economy and they can either
be accepted or rejected depending on the facts presented.

On the other hand, Normative economics is the
study of how the economy should be? In normative
economics, people state their opinions and judgments.
They make distinctions between good and bad policies

and the right and wrong courses of action by using their
judgements.

For example, if we say workers will work hard if
they are given more wages, it is a positive statement. If
we say factories should raise the wage rate of workers
to provide justice for hard work, it is normative in nature
because it tells about the right thing which if happens
will be good for the society.

Thus, positive economics deals with what is while
normative economics deals with what should be.
Positive economics deals with facts while normative
economics deals with opinions on what a desirable
economy should be. Positive economic statements can
be tested using scientific methods while normative
economics cannot be tested.

SHORT ANSWER TYPE QUESTIONS

Q. 1. What is the view of classical thinkers on
economics?

Ans. The thinkers view that economics deals with
the phenomenon of wealth which includes nature and
causes of wealth, creation of wealth by individuals and
nations.

Q. 2. What is the problem with the wealth
definition of economics?

Ans. The problem with wealth definition is that it
does not talk about people who had no wealth. Having
wealth and not having wealth divided the society into
rich and poor.

Q. 3 What are the two important branches of
economics?

Ans. The two important branches of economics are
(i) Micro Economics, and (ii) Macro Economics.

Q. 4. What does Micro economics deals with?
Ans. Micro economics deals with the economic

decision-making by individuals and institutions.
Q. 5 What does Macro economics deals with?
Ans. Macro Economics deals with economic

aggregates at the level of the whole economy.

LONG ANSWER TYPE QUESTIONS

Q. 1. Define the economics with respect of
wealth.

Ans. The economics with respect of wealth gave
gives importance to the creation of wealth. The classical
economists like Adam Smith, J.S. Mill, J.B. Say, and
others believed that economic prosperity of any nation
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depends only on the accumulation of wealth. They
thought that economics also deals with an inquiry into
the causes behind the creation of wealth. For example,
wealth of a nation may be increased through raising the
level of production and export. These economists
believed that wealth of a nation includes only material
goods. Non-material goods such as services of teachers,
doctors and engineers are not considered as ‘wealth’.

Q. 2. What do you understand by growth-
centred economics?

Ans. Growth-centred economics refers to the
economics that studies the growth and development of
the entire economy. It looks beyond individual decision-
making and use of resources only. Its scope covers
production and consumption of commodities overtime
to study the growth and development. For an individual
to be able to fulfil his wants, it is required that the whole
economy must grow and find proper mechanism to
distribute the benefits of growth among the individual
citizens. So performance of the economy is very
important in terms of use of its resources and production
and distribution of goods and services. The economy
must allocate its resources among various alternative
activities, ensure the efficient use and find ways as to
how they would grow for future development of the
economy. On this basis, many economies have
performed well. For instance, the USA, European
countries and Japan are called developed economies
because they have achieved higher level of income for
their citizens.

Q. 3. Describe the importance of macro
economics.

Ans. Macro economics covers the economy as a
whole is very large. It covers the economic decisions
taken at the level of the economy as whole. Take the
example of economic decisions taken by the
government. The government represents the whole
country, not just any individual. So the decisions taken
by the government are meant for solving the problems
of the whole society. The government makes policies
with respect to collection of taxes, expenditure on public
goods and welfare activities. Another example of macro-
economic issue is the study of inflation. Price rise does
not affect an individual, but it affects the whole economy.
The study of macro economics covers the causes and
effects of inflation as well as controlling it. Similarly,
macro economics cover the problem of unemployment,
economic growth and development etc. It is concerned
with the whole population of the nation.

Q. 4.  Explain the meaning of economics.
Ans. Scholars in the late 18th and early 19th century

defined economics as the science of wealth. They said
economics dealt with the phenomenon of wealth
including nature and causes of wealth, creation of wealth
by individuals and nations. Scholars in the early
nineteenth century defined economics as a science of
welfare. They said economics should address the issue
of “welfare of the society” and not just wealth. As the
society made progress, people tried to achieve their
goals by alternative use of means which they do by
making appropriate choice. Thus, economists said
economics as science of scarcity and choice. As science
of scarcity and choice, they said economics studied
human behaviour as relationship between ends and
means. In the 20th century, the aim of achieving growth
and development of the entire economy became
important. The scope of economics covered production
and consumption of commodities overtime. Economics
became the science of growth and development. For a
person to be able to fulfil his wants, it is necessary that
the whole economy must grow. The economic
performance depended on the use of its resources and
production and distribution of goods and services. In
the late 20th century, economists also started talking
about welfare of future generation and protection of
natural environment. Economics thus became the
science of sustainable development.

Q. 5. Economics explains how the problem of
limited resources can be solved. Comment.

Ans. Economics teaches us how limited resources
are used alternatively to fulfil our unlimited wants. Since
we have limited resources, we satisfy our wants by
alternative use of these resources. We do it by making
suitable choice. For example, if we want to produce of
sugar and cloth, we cannot produce unlimited amount
of sugar and cloth with limited resources. We divide
the limited resources to produce both the commodities.
If the demand for sugar increases, we will produce larger
quantity of sugar for which we need more resources.
Since resources are limited, we can produce more sugar
only by cutting some resources from the production of
cloth and adding them in production of sugar. In results,
cloth production will decrease and sugar production will
rise. Economics tells us how this problem can be solved.

Q. 6. How does the welfare definition of
economics fulfil the shortcomings in the wealth
definition of economics?
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