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Attempt all questions from Section A and any four questions from Section B.

The Intended marks for questions or parts of questions are given in brackets[].

 SECTION A (40 marks)
 Attempt all questions from this Section

Question 1.
 (a) State the wealth definition of Economics.    [2]

 Name the economist who gave this definition.
 (b) Give any two differences between Microeconomics and Macroeconomics. [2]
 (c) Define household as an economic entity.   [2]
 (d) What are Resources ? Give an example.   [2]
 (e) Mention any two examples of the Primary Sector. [2]
Question 2.
 (a) How is an economic activity different from a non-economic activity ? [2]
 (b) Define unemployment.   [2]
 (c) State two functions of the Food Corporation of India. [2]
 (d) What is meant by Liberalisation ?   [2]
 (e) Mention any two problems of Indian agriculture. [2]
Question 3.
 (a) What do you understand by absolute poverty ?  [2]
 (b) What is Secondary sector ?   [2]
 (c) Explain Wealth. Give an example.   [2]
 (d) State any two points to explain the importance of education in economic development of the country. [2]
 (e) Mention any two types of unemployement.   [2]
Question 4.
 (a) Give any two features of India as a mixed economy. [2]
 (b) Give two differences between Economic growth and Economic development. [2]
 (c) What is want ?   [2]
 (d) Explain production.   [2]
 (e) Define a government.   [2]

 SECTION B (40 marks)
 Attempt any four questions from this Section

Question 5.
 (a) Explain the following :   [5]
  (i) Land
  (ii) Labour
  (iii) Capital
  (iv) Utility
  (v) Consumption
 (b) Give five reasons of importance of small-scale industrial units in India. [5]

Question 6.
 (a) “Scarcity is the fundamental problem of every society.” [5]

*Note : This Paper is Solely for Reference Purpose. The Syllabus has now been modified by CISCE for 2021 Exam.
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  With reference to the above statement :
  (i) What is scarcity ?
  (ii) Briefly explain the following :
   1. ‘unlimited wants‘
   2. ‘resources have alternative uses‘
   3. Limited resources
 (b) Briefly discuss any five causes of poverty in India. [5]

Question 7.
 (a) Discuss the contribution of agriculture to industry. [5]
 (b) (i) What is deforestation ?   [5]
  (ii) What are features of industrial structure of India ?

Question 8.
 (a) Discuss the importance of transport in an economy. Give any two points. [5]
 (b) Give four features of large-scale industries.    [5]
  Mention an example of large-scale industry.

Question 9.
 (a) Explain the problem of ‘how to produce’? Give an example. [5]
 (b) Give five differences between Capitalist economy and Socialist economy. [5]

Question 10.
 (a) (i) What is Green Revolution ?   [5]
  (ii) State any three positive effects of Green Revolution.
 (b) (i) Define poverty.   [5]
  (ii) What do you understand by Structural unemployment and Technological unemployment ?

Answers
 SECTION A
 1. (a) According to Wealth definition ‘Economics is the science of wealth’.

 Adam Smith (1723 -90) defined economics as ‘Economics is the science of wealth’. He is the author of the 
famous book ‘Wealth of Nations’. According to Smith, ‘Economics is the study of activities of people in the 
production of wealth.’

(b) 

Basis Microeconomics Macroeconomics

Meaning Micro-economics is the study of the 
economic behaviour of individual 
units of an economy (such as a person, 
household, firm, or industry).

Macro-Economic analysis deals with the 
behaviour of large aggregates and their 
functional relationship.

Nature of subject The main subjects covered under micro-
economics include theory of demand, 
theory of the firm, and demand for 
labour and other factors of production.

It is concerned with the aggregate 
concepts such as National Income, 
National Output, National Employment, 
General level of Prices, Business cycle etc. 

(c) Household : A unit which takes decision regarding purchases. Consumption is a primary task performed 
by households. The household sector owns all the factors of production that is land, labour, capital and 
enterprise. This sector receives income in the form of rent, wages, interest and profit, by selling the services 
of these factors to the business sector. 

(d) Meaning : An economic or productive factor required to accomplish an activity, or as means to undertake an 
enterprise and achieve desired outcome is known as Resource.

 Example : Three most basic resources are land, labour and capital; other resources include energy, 
entrepreneurship, information, expertise, management and time.

(e) Examples of Primary Sector :
•	 Agriculture	
•	 Allied	services	sector	as	activities	related	to	agriculture,	forestry	fishing	and	mining	are	included	in	this	

sector
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 2. (a) 

Basis Economic activity Non economic activity
Meaning An activity related to production and 

consumption of goods and services for 
economic gain or its equivalent (barter for 
same value etc.) is known as economic 
activity. 

An activity performed gladly, with the aim 
of providing services without any regard 
to monetary gain is known as the non-
economic activity. 

Measurement These are measured in monetary terms. These are measured in terms of mental 
satisfaction.

(b) Unemployment may be defined as “a situation in which the person is capable of working both physically 
and mentally at the existing wage rate, but does not get a job to work”.

(c) Two functions of Food Corporation of India : 
(i) Effective price support operations for safeguarding the interests of the farmers by providing them 

remunerative prices for their food grains. 
(ii) Distribution of food grains throughout the country through the Public Distribution System. 

(d) Liberalisation is the decreasing of government regulations and restrictions in an economy to encourage 
greater participation by private entities. Liberalisation in India was initiated in 1991 with the goal of making 
the economy more market and service oriented and expanding the role of private and foreign investment.

(e) Two problems of Indian Agriculture :
(i) Small and fragmented land-holdings 
(ii) Lack of Investment in Agriculture

 3. (a) Absolute poverty is said when house hold income is below a certain level, which makes it impossible for the 
person or family to meet basic need of life including food, shelter, safe drinking water, education, healthcare, 
etc.

(b) Secondary sector refers to that sector of an economy that deals with raising, producing, processing or 
manufacturing of products. 

(c) Wealth refers to anything that has value and can satisfy human wants.
(d) (1) Education provides skill to the people which ultimately add to the GDP of a country.
 (2) Education raises people’s productivity and creativity and promotes entrepreneurship and technological 

advances.
(e) Two types of unemployment :

(i) Seasonal Unemployment : It is unemployment that occurs during certain seasons of the year. In some 
industries and occupations like agriculture, holiday resorts, ice factories etc., production activities take 
place only in some seasons. So they offer employment for only a certain period of time in a year. 
People engaged in such type of activities may remain unemployed during the off-season.

(ii) Technological Unemployment : It is the result of certain changes in the techniques of production which 
may not warrant much labour. Modern technology being capital intensive requires less labourers and 
contributes to this kind of unemployment.

 4. (a) (1) Co-existence of both Public and private sector.
   (2) Nationalization of the key industries in public welfare.

(b)	 •	 Economic	Growth	is	the	positive	change	in	the	real	output	of	the	country	in	a	particular	span	of	time.	
Economic growth is an increase in the production of economic goods and services, compared from one 
period of time to another. It can be measured in nominal or real (adjusted for inflation) terms. 

	 •	 Economic	development	involves	something	more	than	economic	growth.	Development	concerns	not	
only man’s material needs but also improvement of the social conditions of his life. Development is, 
therefore, not only economic growth but growth plus change—social, cultural and institutional as well 
as economic. Development is, thus, not purely an economic phenomenon; it has to be conceived of as 
a multi-dimensional process. 

(c) Economic wants are desires that can be satisfied by consuming a good, service, or leisure activity. Because 
people have differing economic wants, they purchase a wide variety of goods and services or choose to 
‘consume’ differing amounts of leisure time. For example, ‘A’ may want a pen and choose to buy a pen while 
‘B’ may want an ice-cream and buys an ice-cream with the same amount of money.

(d) Production is a process of combining various material inputs and immaterial inputs (plans, know-how) in 
order to make something for consumption (the output). It is the act of creating an output, a good or service 
which has value and contributes to the utility of individuals. 

(e) A government is an economic entity that works for welfare motive and has command in strategic areas. 
It also safeguards its people and its market. The Government has a large role in the military, international 
trade and national transportation.

 5. (a) (i) Land : Land has a broad definition as a factor of production and can take on various forms, from 
agricultural land to commercial real estate to the resources available from a particular piece of land. 
Natural resources, such as oil and gold, can be extracted and refined for human consumption from 
land. Cultivation of crops on land by farmers increases its value and utility. 
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(ii) Labour : Labor is the work done by people. Labor is the amount of physical, mental, and social effort 
used to produce goods and services in an economy. It supplies the expertise, manpower, and service 
needed to turn raw materials into finished products and services. 

(iii) Capital : In economics, capital typically refers to money. But money is not a factor of production 
because it is not directly involved in producing a good or service. Instead it facilitates the processes 
used in production by enabling entrepreneurs and company owners to purchase capital goods or land 
or pay wages. As a factor of production, capital refers to the purchase of goods made with money in 
production. For example, a tractor purchased for farming is capital. Along the same lines, desks and 
chairs used in an office are also capital. 

(iv) Utility : Want-satisfying quality in a good is called its utility
(v) Consumption : Consumption is the act of satisfying one’s wants.

(b) 1. Small Scale Industries are important because it helps in increasing employment and economic 
development of India.

2. It improves the growth of the country by increasing urban and rural growth. Role of Small and 
medium scale enterprises are to help the government in increasing infrastructures and manufacturing 
industries, reducing issues like pollution, slums, poverty, and many development acts. 

3. Small Scale Manufacturing Industries and cottage industries play a very important role in the 
economic development of India. If any amount of capital is invested in small scale industries it will 
help in reducing unemployment in India and increasing self-employment. The industry is a sector in 
which the production of goods is a segment of the economy. 

4. Every Small Scale Industry plays a major role in the Indian economy. Apart from providing employment 
to crores of people, it has the added benefit of minimum capital requirements. The government also 
offers several tax benefits to SSIs for this purpose. 

5. Furthermore, they can exist in urban as well as rural areas. Small Scale Industries have been able to 
compete with Large Scale Industries and multinational corporations because of this. Due to reasons 
like these, they are of great importance.

 6. (a) (i) •	 It	refers	to	limitation	of	supply	of	resources	in	relation	to	their	demand.	The	state	of	being	scarce	
or in short supply is termed as scarcity. 

•	 Scarcity	is	the	most	basic	economic	problem	(or	limited	resources),	that	every	country	(Economy)	
faces.

•	 Economy	runs	into	scarcity	as	resources	are	scarce	to	satisfy	unlimited	wants	and	desires	of	the	
society.

(ii) 1. Unlimited wants : No individual has unlimited resources compared to his needs. Therefore, 
every individual has to use the limited resources in the best possible way to fulfill his needs. For 
example, the need for means of transportation has gone up from scooters to cars, etc. Human 
wants are endless. They keep on increasing with rise in people’s ability to satisfy them. 

2. Resources have alternative uses : The scarce resources of an economy have competing usages. 
In other words, every society has to decide on how to use its scarce resources. Same resources 
cannot be used for more than one purpose at a time. For example, Rs. 500 can be put in various 
alternative purposes such as buying clothes, notebook, food, etc. Similarly an area of land can be 
used for farming or as a playground or for constructing school, college or hospital building or 
for constructing residential building, etc. But return on the area of a land or utility of putting Rs. 
100 in various uses varies according to the use of the concerned resources. Thus, people have to 
make choice between alternating uses of the resources.

3. Limited resources : Society has limited or scarce economic resources, meaning all natural, 
human and manufactured resources that go into the production of goods and services. Scarcity 
of resources that gives rise to the problem of choice. Resource scarcity is a relative term. It implies 
that resources are scarce in relation to the demand for resources. The scarcity of resources is the 
mother of all economic problems. It forces people to make choices.

  (b) (i) Increasing population : Increasing population particularly among the poor is responsible for the 
problem of poverty in India.

(ii) Slow growth of employment opportunities : The growing labour force finds itself with no job  
opportunities. The unemployed persons are forced to live in a state of poverty.

(iii) Inequality of income : The unequal distribution of income and assets has also resulted in persistence 
of poverty in India.

(iv) Low rate of growth : Low growth rate of per capita income has tended to sustain poverty.
(v) Inflationary pressure : Inflation means sustained and continuous rise in prices, particularly of essential 

commodities like food grains etc. It decreases the purchasing power of low-income earner.This results 
in lower standard of living.

 7. (a) (i) Industrial sector provides the basic inputs to the agricultural sector. Tractor, harvesting machines, 
fertilizers are a few basic inputs that are used by the agricultural sector. Whereas agriculture provides 
basic raw material to the industrial sector, for example, cotton, sugarcane. 
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   (ii) The industrial sector provides employment to the excess labour in the agricultural sector. Seasonal 
and subsistence agriculture sector provides labour to the industrial sector. Agricultural sector provides 
market to the industrial sector. It means that the people engaged in agriculture consume the products 
produced by the industries. For example tooth paste, soap, washing powder etc. Agricultural sector 
feeds the industrial labourers, which keeps them healthy, and thereby makes them more productive.

   (iii)  The support that agriculture provides to the industries is the wage goods (food grains). Both the 
agricultural and industrial sector are mutually dependent on each other. In case of good harvest, the 
farmers have high incomes, which they use to demand more industrial goods. For example, during 
good harvests, many farmers buy new electronic goods, clothes, etc. Similarly, when the people 
engaged in the industrial sector experience good income, they demand higher quantities of food 
grains. Conclusion : Thus the statement, “The development of an industry depends on agriculture’’, is 
justified/ is true.

Commonly made errors
  Students explain dependence of agriculture on industry.

Answering tip
  Answer should reflect industry’s dependence on agriculture.

(b) (i) Deforestation, clearance, clear cutting or clearing is the removal of a forest or stand of trees from land 
which is then converted to a non-forest use. Deforestation can involve conversion of forest land to 
farms, ranches, or urban use. The most concentrated deforestation occurs in tropical rainforests. 

(ii) Indian Economy does not have a very strong industrial base. It’s industrial sector is categorised as 
follows:
•	 Industries	which	require	huge	infrastructure	and	manpower	with	an	influx	of	capital	assets	are	

Large Scale Industries. In India, large-scale industries are the ones with a fixed asset of more than 
one hundred million rupees or Rs. 10 crores. 

•	 Medium	scale	enterprises	are	understood	in	India	as	enterprises	where	the	investment	in	plant	
and machinery or equipment is between Rs. 5 to Rs. 10 crore in case of a manufacturing industry 
and between Rs. 3 to Rs. 5 crore in case of a service sector enterprise. These industries contribute 
significantly to production, employment, technology, innovation and export earnings in the 
Indian economy.

•	 A	 cottage	 industry	 is	 a	 small-scale,	 decentralized	manufacturing	 business	 often	 operated	 out	
of a home rather than a purpose-built facility. Cottage industries are defined by the amount of 
investment required to start, as well as the number of people employed. They often focus on the 
production of labour-intensive goods but face a significant disadvantage when competing with 
factory-based manufacturers that mass-produce goods.

 Growth rate of industrial sector is slow and only approx one fourth population is employed here.
 8. (a) 1. Mechanised industries require large spaces and proximity to urban markets through well connected 

transportation away from rural areas. 
2. Well developed transport network aims to enhance the quality of living for its citizens through fast 

movement. 
3. Well developed transport network in transportation of seeds and other kinds of food to major parts of 

the country.
4. Transport system of the country helps in creating a better business climate for manufacturing 

industries, internal trade etc. 
5. Transport network leads to mass migration from rural areas to towns and urban centres.

(b) Industries which require huge infrastructure and manpower with an influx of capital assets are Large Scale 
Industries. In India, large-scale industries are the ones with a fixed asset of more than one hundred million 
rupees or Rs. 10 crores. 
The basic characteristics of large scale industries are : 
(i) These include mainly heavy and capital intensive industries. 
(ii) These are high tech industries where workers make up a large share of the total workforce. 
(iii) The main requirement of large scale industries are huge land and other support resources 
(iv) they maybe subject to various regulations, labour laws, tax regulations, etc.

   Example : Maruti Udhyog 
 9. (a) How to Produce : The production of a good is possible by various methods. For example, you can produce 

cotton cloth using handlooms, power looms or automatic looms. While handlooms require more labour, 
automatic looms need a higher power and capital investment. Hence, a society must choose between the 
techniques to produce the commodity. Similarly, for all goods and/or services, similar decisions are necessary. 
Further, the choice depends on the availability of different factors of production and their prices. Usually, a 
society opts for a technique that optimally utilizes its available resources. 
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(b)

Basis Capitalist Economy Socialist Economy

Meaning The economic system, in which the trade 
and industry are owned and controlled by 
private individuals is known as Capitalist 
Economy .

Socialism is an economic system, where 
the economic activities are owned and 
regulated by the state itself.

Motive Profit is the only motive for the 
functioning of capitalism. Production 
decisions involving high risks are taken by 
individual only to earn large profits.
Hence, profit-motive is the basic force that 
drives the Capitalist economy.

 In Socialist economies, social or collective 
welfare is the prime motive. The decisions 
are taken keeping the maximum welfare of 
the people in mind.

Efficiency In Capitalism, the efficiency is higher as 
compared to Socialism because of the 
profit incentive that encourages the firm 
to produce such products that are highly 
demanded by the customers.

In a Socialist economy there is a lack of 
motivation to earn money, which leads to 
inefficiency.

 10. (a) (i) Green Revolution is a unique event in the agricultural history of Independent India. The introduction 
of high-yielding varieties of Indian seeds after 1965 and the increased use of fertilizers and irrigation 
are known collectively as the Indian Green Revolution. It provided the Increase in production needed 
to make India self-sufficient in food grains. 

(ii) Positive impacts of Green Revolution :
(i) Increase in Agricultural Production
(ii) Prosperity of Farmers
(iii) Reduction in import of food-grains
(iv) Capitalistic Farming
(v) Ploughing back of profit
(vi) Industrial Growth
(vii) Rural Employment 
(viii) Change in the Attitude of Farmers   (Any 3)

  (b) (i) Poverty is not having enough material possessions or income for a person’s needs. Poverty may 
include social, economic, and political elements. Poverty, the state of one who lacks a usual or socially 
acceptable amount of money or material possessions. Poverty is said to exist when people lack the 
means to satisfy their basic needs.

(ii) Structural Unemployment : This type of unemployment arises due to drastic changes in the economic 
structure of a country. These changes may affect either the supply of a factor or demand for a 
factor of production. Structural unemployment is a natural outcome of economic development and 
technological advancement and innovation that are taking place rapidly all over the world in every 
sphere.

 Technological Unemployment : It is the result of certain changes in the techniques of production which 
may not warrant much labour. Modern technology being capital intensive requires less labourers and 
contributes to this kind of unemployment.




