
 

Page 1 of 8 
 

   
   
   
   

                  INDIAN SCHOOL AL WADI AL KABIR 

                        DEPARTMENT OF COMMERCE 

                                          ASSESSMENT 1 -XII 2025-26 

                                     ANSWER KEY ECONOMICS (030)                                      

Q. NO                       SECTION A – MACRO ECONOMICS MARKS 
1 A: a 1 

2 A: b 1 

3 A: b 1 

4  A: a 1 

5 A: a 1 

6 A. A: b 1 

7 A: b 1 

8 A: b 1 

9 A: a 1 

10 A: a 1 

11 
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12 Marginal propensity to Consume (MPC) is defined as the ration of change 

in consumption to change in income. MP C = Δ C ΔY  

The value of MPC always lies between 0 and 1, i.e. 0 < MP C ≤1 . 

Marginal propensity to Save (MPS) is the ratio of change in savings to 

change in income. MP S = Δ S ΔY  

Relationship between MPC and MPS: The sum of the MPC and MPS is 

always equal to one or MPC+MPS=1 

The relationship is derived as follows: 

We have Y=C+S 

or ΔY = Δ S  

Dividing both sides by ΔY , we have 

ΔYΔY = Δ C ΔY + Δ S ΔY  

or MPC+MPS=1 

or MPC=1-MPS 

MPS=-1MPC 

 

Yes, the average propensity to consume can be greater than one when the 

consumption exceeds income. At that level, the average propensity to 

save will be negative. APC will be greater than 1 if the APS is negative . 
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4 

4 Aggregate demand represents the planned expenditure on final goods and 

services in an economy during a period of time. 

There are four components of aggregate demand (AD):  

a. Private Consumption Expenditure(C). It is the most important 

component of aggregate demand. It refers to the total amount of 

expenditure incurred by the households on the purchase of final 

goods and services to satisfy their wants.  

b. Investment Expenditure(I). It refers to the expenditure incurred by 

the private firm on the purchase of capital goods such as machinery 

and equipment, construction work, etc.  

c. Government Expenditure(G). It refers to the expenditure incurred by 

the government on the purchase of final goods and services. The 

level of government expenditure is determined by the government’s 

            policy.  

d. Net Exports. Net exports is the difference between export and 

imports. It shows the effect of domestic spending on foreign goods 

and services (Imports) and foreign spending on domestic goods and 

services (Exports).     

4 

15 a. Direct tax 

Difference between Direct tax and Indirect tax: 
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Explain the graph 
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   SECTION B – INDIAN ECONOMIC DEVELOPMENT  

18 A:c 1 

19 A:c 1 

20 A: b 1 

21 A: b 1 

22 A: a 1 

23 A: c 1 

24 A: b 1 

25 A: b 1 

26 A: b 1 

27 A: d 1 
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29 1. Regulated markets 

2. Cooperative agricultural marketing societies 

3. Provision of warehouse  

(any other points explain) 

3 

30 a) True. Because Vocationalisation imparts skill and expertise to the 

potential workforce. 

b) True. Because it reduces the quality of life and capacities to acquire 

knowledge and specialised skills. 

4 

31 a. iv 

b. a 
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c. In 1955, the village and small- scale industries committee (Karve 

committee) recognized the possibility of using small scale industries 

to promote rural development. 

I) Small scale industries are more labour intensive; therefore, 

they generate more employment. 

II) After agriculture, small scale industries provide employment 

to the largest number of people in India. 

III) Setting up of SSI is location flexible & hence useful in 

balanced regional development 

IV) SSI can easily be established with local resources & small 

investment 

32 

 

4 

33 a. Agricultural diversification refers to adopting farming patterns, 

practices, techniques etc different from the present one in order to 

increase production and income. Diversification includes two 

aspects, one relates to diversification of crop production and the 

other relates to a shift of workforce from agriculture to other allied 

activities (livestock, poultry, fisheries etc) and non-agriculture 

sector. Main forms of diversification are: 

                 a) Shifting from food grains to cash crops 

                 b) Introduction of organic farming (any other points) 
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       b. Advantage of Agricultural Diversification 

                a) It increases farmer’s income 

                b) It helps in maintaining and improving soil fertility 

                c) It helps in raising farm production 

34                                                               

1. It refers to the opening of the country's economy to the world with the 

goal of making the 

economy more market and service-oriented and expanding the role of 

private and foreign 

investment. 

Some of the steps taken for liberalisation are: 

A. reducing import tariffs 

B. deregulating markets 

C. reducing taxes etc. 

2. 

1. From 1992 to 2005, foreign investment increased 316.9%, and India's 

gross domestic 

product (GDP) grew from $266 billion in 1991 to $2.3 trillion in 2018 

2. Poverty reduced from 36 percent in 1993-94 to 24.1 percent in 1999-00. 

3. The ratio of total exports of goods and services to GDP in India 

approximately doubled 

from 7.3 percent in 1990 to 14 percent in 2000. 

Within 10 years, the ratio of total goods and services trade to GDP rose 

from 17.2 percent to 

30.6 percent. 
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