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KARNATAKA SCHOOL EXAMINATION AND ASSESSMENT BOARD

IT PUC EXAMINATION 1 - MARCH 2025

SUB: 22- ECONOMICS MODEL ANSWERS MAX.MARKS: 80
S1. No PART A Marks
I Choose the correct answer 5x1=5
1 Ordinal utility analysis expresses utility in
a) Numbers b) Returns c¢) Ranks d) Ratios
Ans | b) Ranks 1
2 Find the Total cost where TFC is 100 and TVC is 125.
a) 25 b) 125 c) 175 d) 225
Ans | d) 225 1
3 The year of Great Depression is
a) 1929 b) 1889 c) 1920 d) 2018
Ans | a) 1929 1
4 Easy availability of credit encourages
a) Savings b) Investment c¢) Rate of interest ~ d) Disinvestment
Ans | b) Investment 1
5 The consumers and producers can choose between domestic and foreign goods, this market
linkage is called
a) Financial market linkage  b) Output market linkage
c¢) Labour market linkage d) Exchange market linkage =
Ans | b) Output market linkage | =%
11 Fill in the blanks by choosing correct answers from the bracket 5x1=5
6 In a centrally planned economy, all important decisions are taken by
Ans | Government 1
7 Price taking behaviour is the distinguishing characteristic of  market.
Ans | Perfect competition 1
8 Value added method is the alternative name of  method.
Ans | Product 1
9 is the only institution which can issue currency in India.
Ans | RBI 1
10 | Yearruns from 1* April to 31% March.
Ans | Financial 1
III | Match the Following 5x1=5
11 A B
a. Normative Economics vi. Evaluation of Mechanism 1
b. Wage rate i. VMPL 1
c. Domestic service v. Non-Monetary Exchange 1
d. M; and My ii. Broad Money 1
e. Raw material iii. Intermediate goods 1

IIPUC EXAM-1, MARCH 2025 KSEAB 22 - ECONOMICS MODEL ANSWERS




12

IV | Answer the following questions in a sentence or word 5x1=5
12 | Give an example for market economy.
Ans | USA or Japan or Australia  [Any country with market economy can be named] 1
13 | If the demand curves of the consumers are di(P)=20 - P and d» (P)=15 - P respectively,
find out the market demand curve.
Ans | dw(P)=35-2P 1
14 | CPI — Expand
Ans | Consumer Price Index 1
15 | What is Primary deficit?
Ans | Primary deficit is the difference between fiscal deficit and net interest payment. 1
16 | What do you mean by open economy?
Ans | The economy which has the economic relations with rest of the world is called open |
economy. Or  An economy which has trade relations with other nations.
PART B
\% Answer any six of the following questions in 4 sentences each 6x2=12
17 | List out the factors that determine the optimal choice of a consumer.
Ans 1. Income of the consumer
2. Consumer’s Preferences )
3. Marginal Rate of Substitution [MRS]
4. Price of the commodity
18 | State the Law of Demand.
Ans | Other things remaining constant, when the price of a good increases, its demand
decreases and when the price of a good decreases, its demand increases. Or 2
It explains the negative relationship between Price and demand.
19 | Mention the types of Returns to Scale.
Ans 1. Increasing Returns to Scale [IRS]
2. Constant Returns to Scale [CRS] 2
3. Decreasing Returns to Scale [DRS]
20 | Name the long run costs.
Ans 1. Long-run Marginal Cost [LMC or LRMC] )
2. Long-run Average Cost [LAC or LRAC]
21 | What are the four factors of production? Mention their rewards.
Ans 1. Land = Rent
2. Labour = Wages
. 2
3. Capital = Interest
4. Organisation = Profit
22 | Write the differences between Nominal and Real GDP.
Ans Nominal GDP Real GDP
1. Measures national income in current | 1. Measures national income at base year
price / constant prices
2. It does not indicate the actual | 2.It measures the actual changes in the
changes in the volume of production volume of production 2
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23 | Give the meaning of Cash Reserve Ratio and Statutory Liquidity Ratio.
Ans | CRR — refers to the percentage of total deposits which a commercial bank keeps with
RBI in the form of cash. )
SLR - refers to the percentage of total deposits which a commercial bank keeps it with
itself in the form of cash, gold and government securities.
24 | State the two motives of Demand for money.
Ans 1. Transactive Motive )
2. Speculative Motive
25 | Given the consumption function, C = 150+0.5Y, identify Autonomous consumption
and MPC values.
Ans | Autonomous consumption = 150 )
MPC value = 0.5
26 | Who are free riders? Why are they called so?
Ans | Non-Paying users are called free riders. Consumers will not voluntarily pay for what )
they can get for free, hence they are called so.
PART C
VI | Answer any five of the following questions in 12 sentences each. 5x4=20
27 | Discuss how the Family Farm, Weaver and Teacher can use their resources to fulfil
their needs in a simple economy.
Ans | An economy has limited resources but people have unlimited wants. It results in
scarcity of resources. The decision-making units in an economy can produce some
goods or services by using few resources they have and can use a part of their produce
to obtain the needed goods and services from others.
Example, a family farm can produce corn, use a portion of it to obtain clothing and 4
education from weaver and teacher respectively.
A weaver can get goods he wants from through the exchange of goods he produces.
A teacher can earn money by teaching and buy corn and cloth from family farm and
weaver. [Brief explanation needed]
28 | Briefly explain the Budget set with the help of a diagram.
Ans | Budget set is the collection of all possible bundles available to a consumer at the given
level of income and prices.
e Opportunity set
e PIXi+PXo<M
e Affordable Bundles — (0, 0) (0, 1).....
WMangoes
2+
M.-". oy e, 2
~
'\-\.Hf"& .
'\-\.Hx:?{
S
Budget Set e
'\-\._\_le
o M_."Ip-_ 3 Ny F]
e Brief explanation of diagram is needed

IIPUC EXAM-1, MARCH 2025 KSEAB 22 - ECONOMICS MODEL ANSWERS




14

29 | List out the differences between Normal goods and Inferior goods with examples.
Ans || Normal Good Inferior Good
1.Demand for these goods increase with | 1.Demand for these goods decrease with
the increase in consumer income the increase in consumer income
2.Ex Food and Cloth 2.Ex Unbranded goods, Millets, Ragi
3.Has positive relation between 3.Has negative relation between 249
consumers income and demand for consumers income and demand for
these goods these goods
4. With increase in income, demand 4.With increase in income, demand curve
curve shifts right and with decrease in shifts left and with decrease in
income demand curve shifts left. income, demand curve shifts right.
30 | The following table shows the Total Revenue [TR] and Total Cost [TC] schedules
of a perfectly competitive firm. Calculate the profit at each output level.
ADS | [ Quantity Sold [Q] | TR [in Rs] TC [in Rs] Profit [in Rs]
0 0 5 -5
1 10 7 3
2 20 10 10
3 30 12 18 4
4 40 25 15
5 50 40 10
6 60 60 0
7 70 75 -5
31 | Write a table to show the impact of simultaneous shifts in demand and supply on
equilibrium.
Ans || Shift in Shift in Quantity Price
demand supply
Leftwards Leftwards Decreases = May increase
= May decrease
= May remain constant
Rightwards Rightwards | Increases » May increase
» May decrease 4
* May remain constant
Leftwards Rightwards | May increase Decreases
» May decrease
* May remain constant
Rightwards Leftwards » May increase Increases
* May decrease
* May remain constant
32 | Discuss the role of the Government (state) and Household sectors in both developed
and developing countries.
Ans | Role of Government:
2+2

1. Framing and enforcing law and order
2. Developmental functions
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3. Undertakes production
4. Collects taxes
5. Provides infrastructure — health, education, sanitation, market etc

Role of Households:

1. Decision making units

2. Production and Consumption units

3. Supplier of labour (factors of production)
4. Earns rewards from factors of production

5. Creates demand for goods and service [Brief explanation needed]

33 | Write about Externalities.

Ans | Externalities refers to the unintentional benefits or harms a firm or individual causes to
another firm or individual.

There are two types of externalities:

1. Positive externality - benefits caused — establishment of an industry generates 2+2
employment opportunities.

2. Negative externality — harms caused — establishment of an industry leads to
pollution. [Brief explanation needed]

34 | Explain the Investment Function with diagram.

Ans | Investment is defined as the addition to the existing stock of physical capital. The
Investment which is independent of changes in income or GDP is called Autonomous
Investment.

In a two sector model, there c.t
are two sources of final demand, +
the first is consumption and the
second is investment.
The investment function was
= 3+1
shownasl=1 -
Graphically. this is shown as -1
a horizontal line at a height equal
to 7 above the horizontal axis.
In this model. I is autonomous ;
which means, it is the same no Fig. 4.3
matter whatever is the level of
income. Investment function with I as autonormoLes.
35 | Present the capital account components chart of Balance of Payments.
Ans Fig. 6.2: Components af Capital Account
Capital
Account
Investments I:-I‘xl'-\"]_"“l External
Borrowings Assistance
4
: | . Tz ros EXIETTIE Examples:
Investment | Investment o P gs.\.l Tt I:!'t’-_l.\"'{'!ﬂ."\!- -'I'I.I:!‘L'I.l:’!]l
[ Short-teliDeh MultilawSesl and
| Bilateral #hans
Examples: FDI, T - =
Equity Capital, | Examples: FII, m
Reinvested Offshore
Earmings and other | Funds
Direct Capital Flows| |
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PART D

VII | Answer any three of the following questions in 20 sentences each. 3x6=18

36 | Illustrate the features of Indifference curve with diagrams.

Ans | 1.Indifference curve slopes downwards from left to right - MRS

Mangoes

\
b, x)
am, I S [ +am s+ a7
dmp Tl

0

Bananas

2.Higher Indifference curve gives greater level of utility

2 L R
E; ":.;'k.. \B .\\c
3| NGS TR
= g T : =T
~— e 24242
: I,
1 2 3
Bananas
3.Two indifference curves never intersect each other.
- \'\...‘.'\.
< ~:_.\{:. |.‘r LA140]
-.__:.'--._______B [ 7
C (9,57
B2
Bananas

[Need explanation in detail]

37 | Explain the Market supply curve with help of a diagram.

Ans | Market supply curve shows the output levels that firms in the market produce in aggregate
corresponding to different values of the market price. If there are 1, 2, 3 ...n number of
firms in the market, the total output supplied at market price P is the Market supply.

=
F
7 4+2
P aatll
1] 'I i 1 ij
i i |
Fig. 4.13
e Mlorket Supply Ceurve Panel fn shotes ghias s corede aff fiem Fo Poane] (8] sheojes tfe
saeplyy cewree Gf i 2 Poreed fol shaos he regerkodd scpedy cvrves. pefulols ds ol airel Bey iodcirg
& Pariaanial samrErearien of dhe saopally curears off P o flers

[Need explanation in detail]
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38 | Suppose the GDP at market prices of a country in a particular year is Rs.4000 crores.
Net Factor Income from Abroad [NFIA] is Rs.500 crores. The depreciation is Rs.
450 crores and the value of Net Indirect Taxes [NIT] is Rs. 300 crores. Complete the
following table.
Ans Identities | Values (in Rs. Crores)
Calculation
GDPwmp 4000
GDPrc 3700 GDPyc= GDPyp - NIT =4000 - 300 = 3700
NDPup 3550 NDPwp = GDPyp - Dep = 4000 - 450 = 3550
6
NDPrc 3250 NDPgc= NDPmp - NIT =3550-300=3250
GNPwp 4500 GNPwp = GDPyp + NFIA = 4000+500 = 4500
GNPxc 4200 GNPgc = GNPyp - NIT = 4500 - 300 = 4200
NNPup 4050 NNPup = GNPup — Dep= 4500 - 450 = 4050
39 | Elucidate the functions of money. How does money overcome the shortcomings of
barter system?
Ans | Money is the commonly accepted medium of exchange.
Functions of money:
1. Medium of Exchange
2. Measure of Value
3. Store of Value
4. Transfer of Value
Barter system refers to exchange of goods. Money has overcome the following 3+3
drawbacks of barter system:
1. Lack of double coincidence of wants
2. Difficult in measurement of value
3. Problem of divisibility
4. Challenges in durability and transfer of value
5. Problem of credit [Need explanation in detail]
40 | List out the merits and demerits of Fixed and Flexible Exchange Rates.
Ans | a. Fixed Exchange Rates: refers to the exchange rate determined by the government.
Merits : 1. More stability and credibility
2.Government interferes and correct the BoP deficits by official reserve sales
Demerits: 1. Inadequacy of FER leads to instability - creates doubts on Governments’
ability to manage FERs.
2. Forced Devaluation — possible speculation attack on currency
3+3

b. Flexible Exchange Rates: refers to the exchange rate determined by the market
forces — demand and supply of currencies.

Merits: 1. No Governments’ interference

2. No need to maintain huge reserves — automatic management of BoP
Demerits: 1. Subjected to international market fluctuations

2.Speculation leads to uncertainty
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PART E
VIII | Answer any two of the following projects and assignment-oriented questions 5x2=10
41 | Find the missing products in the following table.
Ans Factor (L) TP MP.. APy,
0 0 0 0
1 15 15 15
2 25 10 125 5
3 50 25 16.66
4 60 10 15
5 68 8 13.60
42 | Draw a diagram for the following table and identify the equilibrium point, equilibrium
price, equilibrium quantity, excess demand and excess supply in diagram.
P QD Qs
1 25 5
2 20 10
3 15 15
4 10 20
5 5 25
Ans 6
5
g 4 Excess Supply
% —» 3 < » Equilibrium Point
% j Excess Demand 5
) 0
0 5 10 15 20 25 30
Eggilibriij%uantity
43 | Prepare a Surplus budget on monthly Income and Expenditure of your family.
Ans Surplus Budget of a Family
Sources of Income Heads of Expenditure
1.Sale of Agricultural Produce | 5000 | 1.Grocery 4000
2.Income from wages 2000 | 2.Education 2000
3.Dairying 1500 | 3. Transportation 1000 5
4.Poultry 1000 | 4. Health 2000
5.0ther sources 500 5. Other expenses 500
Total 10000 Total 9500

[Note: students can write any other sources of income and heads of expenditure of]
their choice with different values]
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PART F

For Visually Challenged Students Only

41

Give the meaning of TPL, MPL and APLy.

Ans

1. Total Product: The total volume of goods produced by the firm using specified
quantity of variable and fixed inputs is referred to as total product. Or the relationship
between the variable input and output, keeping all other inputs constant, is referred to
as total product.

TP=)MP [ }MP= summation of marginal products]

2. Average Product: is defined as the output per unit of variable input. It is calculated

by dividing TP by the number of units of variable factors.
TF

AP= L [ TP = Total Product, L= Labour units ]

3. Marginal Product: is the change in output per unit of change in the input when all
other inputs are held constant.
ATP

MP= AL or MPL=TPy-TPn1
[ ATP = change in total product, AL = change in variable input]

42

Give the meaning of Market Equilibrium, Equilibrium Price, Equilibrium quantity,
Excess demand and Excess supply.

Ans

1. Market Equilibrium is a situation where the plans of all consumers and firms in | 5
the markets match. Or the situation where the market demand equals market
supply.

Equilibrium Price is the price at which the market demand equals market supply.
Equilibrium quantity is the quantity bought and sold at equilibrium price.
Excess Demand is the situation where market demand exceeds market supply.
Excess Supply is the situation where market supply exceeds market demand.

i
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