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CBSE SAMPLE QUESTION PAPER 
CLASS-XII  

ECONOMICS [TERM-II] 
Hints & Solutions 

 

 

1. Externality refers to benefit or harm of an activity 
caused by a firm or an individual for which they are 
not paid or penalised. Activities which result in 
benefits to others are termed as positive externalities 
and activities which cause harm to others are termed 
as negative externalities. 
For example, like use of public parks by the people for 
pleasure for which they make no payments is positive 
externality. It increases welfare through positive effect 
on health. 

OR 
 The given statement is refuted. 

Transfer payments are made available to the public by 
the government through the welfare or social security 
system. These are one-way payments, that is, the 
government does not require anything in return of 
transfer payments. Example: fees and scholarships, 
old age pension. However, government assistance to 
producers in the form of subsidies aim to encourage 
production or provision of a service. Thus, it is not 
considered as a transfer payment. 

 

2. MPS = 20.0
100
20

Y
S

incomeinChange
savinginChange

==
Δ
Δ

=  

 Investment multiplier (k) can be calculated as: 

 5
20.0
1

MPS
1)k( ===  

 We know that: 
 Investment multiplier  

 (k) = 
I
Y

InvestmentinChange
IncomeinChange

Δ
Δ

=  

 5 = d
)I(

6000
Δ

`
  

 ΔI = ` 1200 crores 
Thus, additional investment of `1,200 crores will be 
needed to attain an increase 

 in national income by `6,000 crores. 
OR 

 (a) The investment multiplier can be calculated as: 
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 (b) The investment multiplier can also be calculated 
as: 
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  At k = 5 and ΔI = 500 
  ΔY = k × ΔI = 5 × 500 
  Thus, with initial change in investment by `500 

crores, the final change in income will be `2,500 
crores. 

 
3. It means intended total amount of money with all the 

households, firms and government willing to spend on 
final goods and services produced in an economy. It is 
the sum of ex-ante consumption and ex-ante 
investment. 

 
4. Informalisation of workforce refers to a process 

whereby the proportion of workforce in the informal 
sector increases over time. In accordance with 
developmental planning, as the economygrows, 
workers in formal sector would increase while the 
proportion of workers 
engaged in the informal sector would decline. 
However,the opposite has happened in India. 
The proportion ofcasual labour has actually increased 
in India. 

OR 
The trend depicting the widening gap between the 
growth of GDP and employment is known as jobless 
growth. Jobless growth is a situation that takes place 
when the economy is able to produce more goods and 
services without generating proportionate employment 
opportunities. It happens when there is an overall 
boost in the GDP growth rate in the economy without 
corresponding expansion in employment 
opportunities. 

 
5. The composition of infrastructure requirements changes 

significantly with the increase in country's national 
income. Basic infrastructure facilities such as irrigation, 
transport and power are more important for low-income 
countries. However, as economies grow and they are 
able to satisfy their basic consumption demand, the 
share of agriculture in the economy shrinks and more 
service-related infrastructure becomes important. Thus, 
the share of power and telecommunication 
infrastructure is greater in high-income countries. 
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6. The health system in India has undoubtedly improved 
over the years but the pace of improvement has been 
unreasonably slow and we still carry an unhealthy 
healthcare system. 
The healthcare system in India faces the following 
problem: 

 (a) Poor Upkeep and Maintenance: Upkeep and 
maintenance of government healthcare centres is 
very poor. The quality difference between private 
and public hospital is so huge that people are 
often compelled to depend on private treatment 
even when it is not affordable. 

 (b) Healthcare for Poor: The poorest 20% of Indians 
living in both urban and rural areas spend 12% of 
their income on healthcare while the rich spend 
only 2%. Since government-run hospitals do not 
provide sufficient facilities, the poor are forced to 
go to private hospitals. That makes them indebted 
forever. 

 (c) Privatisation: Private hospitals are coming in a 
big wheel and taking place of government 
hospitals. Nearly 50% of the in-patient and 80% 
of the out-patients are being treated by private 
hospitals. Consequently, healthcare facilities are 
becoming expensive and beyond the reach of 
millions of poor people. 

 (d) Poor Women's Health: Women in India suffer 
from many disadvantages as compared to men in 
areas of education and health. Sex ratio in India 
has been continuously falling. More than 50%of 
the married women between the age group of 15 
and 49 have anaemia, which has contributed to 
99% of maternal death. Abortion is also a major 
cause of maternal morbidity and mortality in 
India. 

OR 
Some measures which are needed to meet the power 
crisis are: 

 (a) Improvement in Plant Load Factor: The plant load 
factor is an important indicator of operational 
efficiencyofthermal power plant. Improvement in 
plant load factor will help better utilisation of 
capacity of the plant. 

 (b) Control of Transmission and Distribution Losses: 
Transmission and distribution losses should be 
effectively controlled as they adversely affect the 
financial health of power utilities. 

 

 (c) Increase in Productive Capacity: In India there is 
underutilisation of productive capacity of thermal 
power stations. Its productive capacity should be 
increased to control the power crisis 

 (d) Encourage Use of Renewable Sources: Use of 
renewable energy sources can ensure additional 
supply of electricity. With the large availability of 
biomass in India, there is significant potential for 
meeting energy needs, particularly in rural and 
remote areas. 

 (e) Promote Role of Private Sector: Although the 
private sector has made some progress, it is 
necessary to encourage this sector to come 
forward and produce power on a large scale. India 
is the world's 5th largest producer of wind power 
with more than 95%investment coming from the 
private sector. 

 (f) Development of Hydro Potential: India is quite 
rich in hydropower potential within an estimated 
hydropower potential of more than 1,50,000 
megawatts. However, only one-fifth of the 
potential has been developed till date. So there is 
serious need to fully explore the potential of 
hydropower. 

 
7. Double counting refers to counting of an output more 

than once while passing through various stages of 
production. The problem of double counting arises 
when the value of some goods and services is counted 
more than once while estimating national income. In 
measuring the national income, the value of only final 
goods and services is to be included. 
In other words, the problem of double counting arises 
when value of intermediate goods is also included 
along with the value of final goods. 

 How to Avoid Double Counting? 
There are two alternative ways of avoiding double 
counting: 

 (a) Final Output Method: According to this method, 
the value of only final goods should be added to 
determine the national income. 

 (b) Value Added Method: Deduct intermediate 
consumption from value of output to arrive at 
value added. 
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8. (i) Agriculture Contribution  
 (ii) Service sector  
 (iii) More workforce  
 
9. (i) Mixed economic  
 (ii) Introducing various regulated policies. 
 (iii) Adopting green revolutions to increase agriculture 

production  
 
10. Following are the causes of unemployment in India: 
 (a) Slow Growth Rate of the Economy: Indian 

economy has grown at a very slow rate. The 
development of both agricultural as well as 
industrial sector has been very slow. As a result, 
increase in employment opportunities has been 
less than the increase in labour force. This has 
resulted in growing unemployment. 

 (b) High Growth of Population: Since independence, 
there has been a very high rate of population 
growth in India. This high growth rate of 
population has not been accompanied by high 
growth rate of employment opportunities. 
Consequently, unemployment and 
underemployment have increased. 

 (c) Backwardness of the Agriculture: Heavy pressure 
of population on land and the primitive method of 
agricultural operations are responsible for chronic 
rural unemployment and underemployment in the 
country. 

 (d) Insufficient Industrial Development: Industrial 
development in our country is not at all sufficient 
due to shortage of capital, lack of proper 
technology and  scarcity of raw material. This 
sector could not gain its momentum and hence, 
could not generate sufficient employment 
opportunities. 

 (e) Faulty Education System: The education system 
in India is also defective. Greater emphasis is 
given on general education instead oftechnical 
and vocational education. As a result, more 
graduates and undergraduates are produced. Our 
education system is not job-oriented. This has 
caused unemployment among the educated. Also, 
there is scarcity of highly skilled and technical 
personnel. 

 

 (f) Inappropriate Technology: In India, capital-
intensive techniques of production have been 
adopted in the industrial sector rather than 
labour-intensive techniques. 

  Hence, there is a less scope for employment 
generation. Mechanisation of agriculture has 
also aggravated the problem of unemployment. 

 
11. Ex-ante examination means planned consumption 

by households in an economy in an accounting 
year. 
Difference between Autonomous and Induced 
Consumption 

 • Autonomous consumption refers to the 
minimum level of consumption necessary for 
survival, and induced consumption signifies the 
consumption over and above the autonomous 
consumption. 

 • Autonomous consumption is independent of 
income. It is constant at all income levels. 
Induced consumption depends on level of 
income. As income increases, the level of 
induced consumption also increases. 

 
12. (a) Operating Surplus = Rent and Interest + 

Corporation Tax + Dividend + Undistributed 
Profit 

    = 800 + 460 + 940 + 300 
    = `2,500 crores 

Domestic Income = Compensation of 
employees + Operating Surplus + Mixed 
income 

  (NDPFC) = 2,000 + 2,500 + 200 
    = `4,700 crores 
 
 (b) (i) Taking care of aged parents is not a part of 

national income as it is a non-economic 
activity reflecting love and care for parents, 
and it is difficult to estimate the market 
value of such activities. 

  (ii) Yes, it will be included in the national 
income as it is part of government final 
consumption expenditure. 
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OR 
 (a) Gross National Product at Market Price (GNPMP) 
    = Compensation of Employees + Interest + Rent + 

Profits + Mixed income of self-employed - Net 
Factor Income to abroad + Net Indirect tax + 
Consumption of fixed capital 

     = 2,000 + 500 + 700 + 800 + 1,500 – 150 + 250 + 
100 

    = 5,850 – 150 = ` 5,700 crores 
 

 (b) Women at homes do not get paid for the domestic 
services (household services) such as cooking, 
gardening, etc. they perform for the family. The 
value of these activities cannot be recorded 
because they are outside the monetary system of 
exchange. Since the value of such activities 
cannot be evaluated in monetary terms, these 
cannot be considered as economic activities. 
However, such activities do influence the 
economicwelfare. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

13. (a) Water has become an economic commodity 
because potable water is in limited supply on the 
earth. We buy water in the form of bottled water, 
or pay monthly bills for water consumption. Since 
we pay price for water on the basis of its supply 
and demand, it would not be technically incorrect 
to consider water as an economic commodity. 
Although water is not yet a formal commodity 
traded on an organised exchange, it likely will be 
sometime in the next two decades. 

 (b) Sustainable development aims: 
  (a) to maintain a remarkable level of real per 

capita income and the quality of life  
  (b) to discard those activities which prove to be 

detrimental to the natural resources and 
environment 

  (c) to discourage excessive or unnecessary 
exploitation of natural resources  

  (d) to minimise environmental problems 
 
 

 
 


