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PART Il
ECONOMICS
Maximum : 80 Scores
Time: 2% hrs
Cool off time : 15 Minutes
/General Instructions to candidates: \
o Thereisa'Cool offtime' of 15 minute in addition to the writing time of 22 hours.
o Usethe 'cool offtime' to get familiar with questions and to plan your answers.
o Read the questions carefully before answering
o Calculations, figures and graphs should be shown in the answer sheet itself.
o Malayalam version of the questions is also provided.
o Give equations wherever necessary
o Electronic devices except nonprogrammable calculators are not allowed in the Examination Hall.
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Answer all questions from 1 to 9. Each question carries 1 score.
(1 m;ym@3 9 21088 AgEId 62103363BU3AN0 OMASBY)M@®. 1 aVe®d anmo)

Give the economic term for the following. ®IDY HBHIS)OMIFBBAUB B GRMICVILY

MY ALINUTNB> alBo )P} B>,

The fraction of deposits that commercial banks I.  aoemiRimom)aud, Danim olavdal
must keep with RBI. nI0B @3 VY] 2 flOleEDNE MGEHAl
oe0g Eowo.

The monetary policy instrument used by RBI to 2. enIda0) ERPLIMEBBUS BRI HBA0AIGUBGND

keep the stock of high powered money alemoilend @psalcd 20Qo AIEIGIEIH)

unchanged from external shocks. an@3lnof]l RBI aurle:@lesam alemm@ oal
hH@6Mo.

The point at which Price = Shortrun Average 3. alal = (aoquIeoe! EINE] §21.1Q1 agf)dm

Cost iscalled .......... enflazyalom ........... ag)am) ailglen)an).

The investment made by govt. irrespectiveof | 4. QI020MOMIVIGRLLHD WAL MSOETAN

the level of income is called ..... @EIWD MEEHaIRI6M......
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5. “An individual producer under perfect |S5. “auandeyp Hlsaoro Hemuo s C®1G3
competition cannot influence the market price”. QAUYEDTN® OLIaIIBHM HEMUOS Qilelnw
Which feature of perfect competition is MPWIM#90M HF1WIaL” @D (alTV®O
mentioned in the statement. QUM VM ABERR HISACTVO HEAIUISOCHHY

AB® (AIEDYH@WOET aV)aflaleean o).
6.  Which one of the following is true regarding [ 6. &06506MAMV DalGEIWARAOW] NUIMWOAS
autonomous consumption. @OO¥® al0WIMAUWIG3 WBIWO® (alTV @O

a) At zero level of income consumption is QIM af) Py b.

negative a) QIOIAOMO al)BRD0B}EIUOUB
b) At zero level of income consumption is DaleEOWo edMWQlaIoeM

positive b) QO}ROMO al)RIA0BIETUOUB
¢) At zero level of income consumption is DaleBOWO GaloaVlQlaloem

zero C) QOIAOMO al)BRIDOB}EAIUOUB
d) None of'the above Dal@BIWO al)ERyAI6N).

d) oawlcd smael,.
7. Which one of the following factors willleadto | 7. @06% ©%:05)016166)ANAUWDIG aB@® LIS
arise in the price of commodity in the market. HHR0EM B30) TLOWMOMHAZ QNeIVIG3 AIGREL
MAila) $H0EEMAVBIAN ).
a) The price ofits substitute falls a) (ad@lavNoalmauTve Qe alle1nlcd
DENBOBIAN B30T
b) The price of'its complementary rises b) anosavoyaleag alleivlenensos)yan
dapmal
¢) The demand for the commodity falls C) HEMUOSOIGE @Y AUTV®ANSG Galdo3
MOIENBOBIAN B30T
d) The supply of the commodity falls d) Senos8omIG3 @GRy AUTTGANSOG (al30
. ) MO LNENBOEYAN &HY0AQT.

8. Asellerunder perfect competition sells 10 units | ¢ al)Bemn&ils aENEOHITE 680) AlG3alMeed
of a commodity at Rs.10 each. Calculate MR @M@ 10 @MY O@BalTo 10 B)al ToHC3
when he sells 11* unit. aN@3o93aM). 11-0260™ @MY aNcdon)

@aU0U3 2IElHe)aN AVIAADAIOIROMO HEENS

9.  The income of an economy increases by Rs. (QOHLCE
120 crores as a result of an increase in govt. | 9 PUIMBORF BOGFOMAMS Haleid 40 GS0S]
autonomous expenditure by Rs. 40 crores. Bl a]EafoUd B0} TVMIGAIITNVIEEl

. .. QIOYAOMO 120 GHOSIWOW QIGRUa)eOIIG3,
Find out output multiplier. DT | TP UIYEMEr0 ORI
10. G080 ‘ag)’ G080 ‘enil’ WMOW] Gald)o
10. Match Column B with A. (1 score each) alS] G21@E80)ds. ( 80600aMIMYo 1 aAVCH00
B A o)
a .| Revenue receipts Construction of road by B A
government oam)y aeal |oaadeadglead oo’ amldaieme
b. | Capital receipts Salary of govt. employees b.| aewm aed |oamieand RIumenIdeniss wnIso
c. | Revenue expenditure|Sale of shares of public sector c.| oMz eoelf | 6ald®3 G2A6UAID (MUOJalME0R
undertaking 83605 6a0@] QilEdeim
d. | Capital expenditure |Goods and service tax (GST) d.| a3ewm ealelal| 2663 emam eyl (GST)
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11.

12.

13.

14.

15.

Answer all questions from 11 to 15. Each question carries 2 score.

(11 ay»a3 15 219088 ageld 621033 UAN)0 POMODDYIM)d. 2 MEHI3  arlmo)

Categorize the following under public goods
and private goods.

Light house, car, clothe, national defence.

Inthelong run, a firm under perfect competition
cannot earn abnormal profit. State the reason.

State any two factors that cause aleft ward shift
of supply curve of a firm.

Prove that the balanced budget multiplier is
always equal to one.

Issue of currency (High powered money) worth
Rs. 2000 cores by RBI1 leads to an increase in
the money supply by Rs. 8,000 cores.

Define money multiplier and find out the value
of’it from the above statement.

11.

12.

13.

14.

15.

@ODY HBHISIOMTIHENMMN AUHY Halo)
QITVORNSENUB, VIS0 AUTTOENDUB ag)aT)
@00 @C1H0)Hs.

ORI 20DV, &0, AUTV(@o, GBUTW
(ad®1EOIWo

m;(ﬁegg BSAONO HEMUISOD L] ©LIa I
3 W1} B13OLIG0RIGTINEE @RIV
WOE6EM RI0B0 GMSIM HFIWal H00eMo
af) LY.

B30) DEIal0BH: WeMIgIHAZ (al30M Q{0
DSEOMOF A00}AN@IM) BHOOEM A0S
Q6NE ALISBH6EB U3 (Al OB
ENIORIMBAVA NURQ NJEME0 af)@GaloP)o
‘Bam’ @RW10lee)eHnaT) OMOSIV B0} b,
2,000/- @051 0}alW)eS SHOMBTV] (9600
aleaidal @eml) RBI @rslajlossiociong
ane1n0@] avaud ceIsM@IO3 alem (al30
momlead @egal 8,000/- cooslwow]
Qdaula)).

alemMUeM o MI@QIaila] GAGIAlTV®OoQl
MO1@3 Blanjo @RGIOHG Meljo HeENS
(QOIT=N

Answer any five of the foloowing questions. Each question carries 3 score.

(cgo®®1Leo @RI C2193163BU3AES DOMOHDYIMd. 3 AVEHIG  arlmo)

16. Classify the following under stabilization, and

allocation functions of the government.

a) Rs. 10,000 for railway electrification

b) Change in banking polices to address
issues on recession

¢) Increasein direct tax rates.
d) Plan Expenditure for education
e) Increase in defence expenditure.

f) Economic packageto enhance aggregate
demand.
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16.

@OOY HHOSIOVIFBSBAUOW WAUMHRAZ]

003 OQLENIIOOLIEGTVAHB, GRERIIECHNHD

)M’ Wwd2eaB S]] 0o 11H6)d:.

a) 10,000 0)al 90WIG36Q HOQAUBY ]
HHOEM O

b) aVOMUIOTIE BOMY (IO MEBBUB ald]
a0G1HNM@IMBS NI0EZ10U) MW
@0Q68BU3

C)  (aI®IHHUM]BH)O]
QIdeLmAal

d) QileyoedMLEIM8S aleLGI HaleIqi

e) (a®eEow ealalailenss aldeLmAal

)  @pweng oo adevlefleso
MBS MVOMUCT B aldGS .

MNosslenss



17. a) Define price elasticity of supply.

b) Identify the elastic and unitary elastic
supply curves from the given diagram

Y
-
A4S A

(aIBOMOMIO ailel e e®
MBQY 2188

b) ©0S)TMIFBE WW(NODIG DEIO
S (alBOMo emlQol @eo
QY1 (a130Mo o)V GGl Olw)e.

17. a)

18. Diagram shows equilibrium income and output
in atwo sector economy.
Diagrammatically explain the effect of an
increased autonomous investment on
equilibrium income and output.

ng(ntity Supplied

18. S0 clleaalen a3 aljaimuneleel
mamell® aIeIROMARe DLlalaNAo W
(WO 05O 10106 aN).
B0GBS0GEMORMY MG HITITHIENENBOQNAN
aidebmal  quael®  ARIMEemIano
9elalMOm]ano PMBIGHIAN AQo WD
(OODOMQ  TVaOIVWEMIGE  AlKETH: ]
B>,

AD=C +1+cY

19. ©06¢ 630S)OMIHBS 210835 al)@OBIWO
B>

wB3aloume Ml = ...@ + )
M2=M1 +..0) .
@ M3= ... + QML) MBS 108!

@RQ@ILNAW] MEEH I 6IB®D
Ma=M3  +... 0

AD Y
E
w
0 Y Income X
19. Complete the chart.
Narrow money | M1 = L@+ 0
M2=M1 +..(9)

....... @..... |m3=.. ). +Nettime deposits of o

commercial banks

M4=M3 +..0O.

20. In a market with free entry and exit, the
demand function is q° = 700 —P and supply
functionis ¢° =500+ 3P. Find equilibrium price
and quantity.

21. [lllustrate any 3 features of a market economy.

20. @erwam MIGWam LIV MMNBS 60)
SHEIUISOD A @2l10B8M WAoo
q°=700—-P @)o (alBoOMwWA220 ¢° =500+
3P @rydh)am). qvamaile alleiwyoe qvam)
ell® alGlaoemalo &eMECIM)d.

21. ®»eMuo8 qumid QJAMLNWINEl aBO®
®121)0 3 (alG®} B3 QlQIO]H8)d.
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TR

Answer any four of the following questions. Each question carries 4 score.
(agid®®s1e10 MLl G210336@BU3As QOMONNYIM . 4 AVEHo3 arl™o)

22. Fromthe following budget data calculate 22, ©06% 6H0S)OMFBS IR GO
glod mlanyo
a) Revenue deficit a) oQIny) easlmilg
b) Fiscal deficit b) a0lMI@0 @ Sawaslailg
. Itqn . Amount egavial gz&;@mg& O
Capltal.recelpts excluding &S0 AUOMBGE BF10®V)8e
borrowing ) 130 crores 2RI M QAT 130 @®»0s]
Revenue expenditure 100 crores 0QINY) Baleid] 100 @&os)
Interest payrr‘lents 10 crores aeilu asal 10 eos)
Reranue rece1pfcs 60 crores oaIny) Qo 60 @&0S)
Capital expenditure 110 crores 2010M ©aleia] 110 @e0s)
23. Observe the diagram given. 23, aWwowo M0 lexlen)d.
a) What does the point ‘A’ in the figure a) WO Galo®1ad ‘A’ av)ailafl
represent. B9)MNOD)?
b) What is the significance of r max. b) rmax ©ag (aldWOMo af)P)®)b>.
¢) Elucidate the relationship between rate of ©) alelvmlos)o caniomElnng alleiw)o
interest and bond price. ©®eN8s NIMWO QY B RAOH) B>

Rate of interest

r max

rmin
0 Speculative demand for money
24.  Observe the diagram. 24, awowo Me1e:Hlee)o.
MC
Cost/ Revenue B AC
AVC
P \_/A AR= MR
0
Quantity
a) In the diagram identify the short run a) WO TR H1SAONO
supply curve of a firm under perfect SHCNUOBSODOE! (aOMVIBHORI (alBOM
competition QU(B0 HEENBOMN) B>,
b) State any three factors determining supply b)  (aIBOMHO® MIBEPV]BOIN RO
of the firm. B1el)o 2aN) LISH:EBBUT af) 9} @)db.
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25.

26.

27.

a) Distinguish between marginal propensity
to consume and marginal propensity to
save (MPC and MPS) .

b) Complete the following consumption
schedule given that ¢ =100, MPC=0.6

25.

a) a0 QalGRIY  (alQIEMO®®)o,
Ml20am»  AVAUOBY  (alQIEM )0

UGl 20TW) .
b) =100, MPC=0.6 @eeme;03 al
GROW al5lds al)BOTN1H@186))d:.

Level ofincome (Y)

Consumption (C)

0
500
1000
1500
2000

‘GDP is generally considered as the index of
welfare of people’. However this generalization
may not be always true. Give any two reasons
to support your answer.

26.

RMEHHUD V) 21H200W] dalomyeal GDP
OWV HEMBNIBNHSIAN). af)TNOT3 gD
MLOAOMY QIBIBNVEMoO  af) 210 W]EBa]oP)0
Wwolwomemeaamlal. MlEBxOS QI3
BBES TVOWBOIHN AN NS HH0VEMEBBUZ
QI B AOB Y B.

Answer any two of the following questions. Each question carries 3 score.

(cgo®m&Ieo 0ME G210336EBU3AES DOMONDYIM)d. S AVEHHod  arlmo)

A consumer attains maximum satisfaction at the
point of optimum choice (Consumers
equilibrium). State the condition and
diagrammatically explain how optimum choice
of'a consumer is determined.

28. Total quantity of fish supplied in the market is

affected as a result of the announcement of
trawling ban during the months of June, July by
the government. Graphically illustrate its effect
on equilibrium price and quantity of fish bought
and sold during this season.
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27.

28.

DalGRISMY TVIM)AlmoUTUNWIGE 630)
DalBRISMOAI alER0QUUW] TVoMaIdNVG3
af) O31GaI0IAN). AVANENDOAUNVN af) @D
GolO)AN@IMIBB  QILAUAVN  af)PID)dH?
WO (NOD]HF TVaOIWEODIOS DalBGERO
s@yavameilmoaiaun Qilaiolee)s.
®)eM, WO DOAVEEBSIG3 WAUMBHAAZ
(a18130allE9}aM BRHYLSHSOGZ AMIV Y ENIMD
MOWNGEOWMo, HEAUISOIG ATV
OO (IBOMOOD  ENIOUWIHHIAM). DG
aorviomleon quameile  alleileno,
VNI alGlaoeMmoilene N6 )am
@0Qo  WQWWOMIHAG  TVaOIWODOGI
QilUoBRAHN ) Hs.



29. The price of paddy determined by the market

and the price fixed by the government to protect
paddy producers are given in the diagram.

Price

P1

29.

emeiloag secauogaileiw)o, OMENG3a|o3
OO0  TVa00W]BHHOMOW] WAl eHR0g
Muaile] Qilei®io WQNOHG 0E»0S)
o1BleEe)an).

a) Name the governmental intervention
programme at price P, shown in the
diagram.

b) What isits effect on supply?

¢) Explain such government intervention
programme to help consumers.

(Hint :- Name of programme, its effect on
demand , its consequences)

Quantity demanded
and supplied

a) WwoWwomlcd P aleiolcd #oeml
B9 NAUMHANG DSHISGI MS
als] @ROTWeQ|SIAN Gald agf)ad)?

b) ® allal (aIBIMOMIGE af)D) anel
2Q061T) DENBOBNYAN D) ?

C) 9alGRISMOIBNNS TVaNOW1H8)aN@3]
MO MAITBHRAZ DOHOOHNG3 NS
OM}AM DSHalSOEd UG H8)) b,

(VY 21M : Gald, GaldBMOINIERENBOHH M

aN@lo, @RMINO «NLIEERUJ)

Answer any two of the following questions. Each question carries 8 score.

(ago®81e0 0ME G210336EBUBAS DOMONBYIMd. 8§ MVEHod arlmo)

“RBI purchases (or sells) govt. securities from
the general public in a bid to increase (or
decrease) the stock of high powered money in
the economy”.
a) Identify the monetary policy instrument
mentioned in the statement.
b) List out any other two monetary policy
instruments used by RBI
¢) Explain how theinflationary pressures can
be controlled by using the above three
monetary policy instruments.

30.

133

6a0alGAUBW aleMOMIOHG  GUOaIOO

AUdav]la{leeIomoXf (H)009)I0MOWT)

RBI waemeaad &avd:)G1gle-ud ©alom)

aflatem1w1o3 ajlanyo QI068B3)aM).

(al@Bseyam))’’

a) (@M OIGE qv)ailafla) alem
MW Dald06mo 1010w ws.

b) RBI oalcwodilesyan aq
aleMM®  Dald06mesRUd
621Q)) .

C) aleMeald)a|OO™ MIWaTile)an o)

MO MBS V) aflafleeyam @yan

20Q8YEBUT  af)BBOM  DalcWOUll

BHHIAM) af)a» AUYOBROL) .

6ns

ellqy
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31. Observe the diagram. 31, oo Moleaee)s.
MC
Cost/
Revenue
P A P=AR= MR
0
q ql Quantity
a) Name the market structure shown in the Q) WOWOIGE  &oemlafloles)an
diagram and state its features. HCMUOB  CLISMHWIOS  GalOOPI]
AN GUOHU@ HUB (alTVO OB B>,
b) What are the short run profit maximising b) Dovocwlenss semidg el ™
I . Ve 80} 203aIo3Mm  @EMIGIN
conditions of a firm in such a market. N
(AOQVIGILIOD oalOA0QIW]  eI1dEo
GMSIMO®IM)88 QyQUIUNS U3
) HANLI00?
c) Diagrammatically illustrate the long run C) DOVOOMENS8  HEMUOBLISM
equilibrium of a firm in such a market. Vo3 80) 9@ osM WeMIglHag
313ele0el, Tuam)ailmoalrun W
(DODOMW TVaOOIWODID QAUFSDAD
B>
32. a) Write down the steps of measuring 32. a) slealdom meyelol, Qoy@om
national income by using Value Added @1 agyamiVIenes ¢3uwlw aI)
Method and Income method. QOMoO HEMBHNIBNIMDIMBB LI
b) Calculate NNP_ . (National Income) EBBUB af) YO bs.
from the following data b) M@H1WVI588 BOMEEBSIG3 MlaN)o
NNP _ . (e35010aI0)@0M0) &06mM)d:.
Item in crores
a. Gross value of outpu 800
b. Depreciation 50
c. Intermediate consumption 200
d. Net indirect tax 40
e. Net factor income from abroad 100
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Second Terminal Examination SET-1
Economics
Answer Key
(Second Year)
gg Scoring Key Marks gco(:f:
1 Cash Reserve Ratio (CRR) 1 1
2 Sterilization 1 1
3 Break Even Point 1 1
4 Autonomous Investment 1 1
5 Firm is a price taker/price taker/Infinite number of sellers 1 1
6 |b. At zero level of income consumption is positive 1 1
7 d. The supply of the commodity falls 1 1
8 |MR=10 1 1
9 | Output multiplier = 3 1 1
10 Ja. Goods and Service tax (GST) 1 1
b. Sales of shares of public sector undertakings 1 1
¢. Salary of government employees 1 1
d. Construction of road by government 1 1
11 |Public goods — Light house, National defence Y2+ 15 5
Private goods — car, clothes L+
12 [State and explain the reason 2 2
13 |Identify any 2 factors that cause a leftward shift in supply
curve (1 x2) 1
- Arise in input price 1 2
- Arise in unit tax
- Outdated technology
14 (For mentioning tax multiplier %)
Mentioning expenditure multiplier 1y 2
Process to reach balanced budget multiplier 1
15 [Defining money multiplier 1
.M 1 2
Calculation i 4
16  [For each correct classification 2 x 6 3
Stabilization : b, f, d
Allocation : a, e, ¢
17 |For the correct definition of price elasticity of supply( If 2
correct formula is given, give 1 score) Ly 3
For identifying ‘A’ elastic Ly
For identifying ‘B’ unitary elastic
18 [For a correct diagram — showing an upward shift in the AD 1
For marking the new equilibrium point and level of output 1

1




Brief explanation
If only correct diagram
Only correct explanation

19

Cu

DD

Post office savings deposit
Broad money

M;

Total deposit in post office

o eo o

X6

20

Finding market price. Solving the equation

Substituting the market price in demand or supply function
and finding equilibrium quantity

Market price — 50 , equilibrium quantity- 650

21

Mention any 3 features

22

For calculating Revenue deficit (If only formula — 1 score)
For calculating Fiscal deficit (If only formula — 1 score)

23

a. Liquidity trap

b. r max shows the maximum rate of interest that is
expected by people. At this rate the demand for
money is zero

¢. For explaining relation between rate of interest and
bond price.

24

a. For identifying short run supply curve
b. Any three factors that influence supply curve

25

For distinguishing MPC & MPS
Correct schedule
If only formula c= ¢ + c.y (V2 score)

W =W =

26

Explanation of 2 points why GDP cannot be considered as
a welfare index
If only mentioning the points (1 x 2)

2x2

27

Condition for consumer equilibrium
- Slope of budget line = slope of IC or

- 5 = MRS or 1 score

2

Tangency between budget line and IC

For correct diagram and marking consumer equilibrium
For explanation

28

For drawing the diagram showing equilibrium of fish market
Showing leftward shift in supply curve

Marking new price and quantity

Explanation of , why supply shifts left and what happens

to price and quantity

N = = =N

29

a. Minimum Price / floor price

b. Excess supply

¢. Explanation of maximum price, price ceiling, its
effects and consequences

1+1+1

2




30

a. Open market operation
b. Changing the bank rate varying the reserve
requirement

Explaining how each policy can be used to control the
inflation
The mechanism by which the policy instruments leads to a
reduction in the inflation — open market operations — selling
up of securities — money supply in the economy falls —
demand falls — price level falls.

Vs

%)

2x3

31

Perfect competition

Features explaining any two

Or mentioning any four (Y2x 4 =2)
Conditions---

Diagrammatic explanation

32

i) Steps - Value added method
Income method
i) (a) - (¢) -(b) - (d)+(e) — 610 crores






