
 KENDRIYA VIDYALAYA SANGATHAN:  CHENNAI REGION 

CLASS XII COMMON PRE BOARD EXAMINATION-2017-18 

Subject: Economics                 Time allotted: 3 Hours                                   Maximum Marks: 100 

The Marking scheme carries only suggested value points for the answers.  
These are only guidelines and do not constitute the complete answer. 
Student can have their own expression and it is correct, marks to be 
awarded.         

 

S.No. Value Points Marks 

 
1. 

SECTION A 
Want satisfying power of a commodity  

 
1 

2. Px.X +Py. Y=M 1 

3. (a) 1 

4. Salary of the producer  

5. 1. No individual buyer can influence the price.     
  
2. Any change from a single buyer will not affect the price.   
  
3. Uniform price prevails. 

(OR) 
1. Barriers which prevent the entry of new firms.    

  
2. Patent Rights, huge capital and control over raw materials prevent new firms 

to enter. 
3. Only few big firms who cross these barriers enter the industry. 

1 
1 
1 =3 
 
1 
1 
1=3 

6. 1. Price floor means minimum price fixed by the govt. for a commodity. 
2.  Effect: If it is fixed higher than the equilibrium price, it gives rise to excess 

supply.SS is more and demand is less causing surplus.  
3. The govt. may resort to buffer stock and sell below its cost of production. 
4. Diagram 

 
1 
1 
1 
=3 

7. 1. PPC will be concave to the origin. 
2. Correct diagram 
3. Reason: (a) Increasing marginal Opportunity cost  

                (b) Production of one more of one good only by reducing the other 
good. 

1 
1 
2 
=4 

8. 1. A consumer is in equilibrium when he is spending his given income on various 
goods that gives him maximum satisfaction. 
Conditions:   

i. MUx  =  Px  
ii. MU decreases with more units consumed.   

   
 Explanation of numerical example with or without schedule.  

(OR) 
Rise in price  25%   -    change in price  = 25/100 x 4   =  1 

 
 
2 
 
2=4 
 
 
1 
1 



New price is 4+1 =5 
When price is 4  quantity demanded is 100 and when price rise to 5 qtydd 
is 80  

                Formula   ∆ Q/<>p x p/q   
                  =  20/1 x4/100  = 4/5  =0.8 

1 
1=4 

9. 1. Equilibrium price is determined at a point where quantity demanded and 
quantities supplied are equal. I.e. the price at which the consumers are willing 
to buy the same quantity of a good which the producers are willing to sell. 

2. Correct schedule with any numerical 

Price per unit(Rs) Market demand(unit) Market supply(unit) 

1 500 100 

2 400 200 

3 300 300 

4 200 400 

5 100 500 

 
3. The equilibrium price is Rs. 3 and the equilibrium quantity is 300.With brief 

explanation 

1 
 
 
2 
 
 
 
 
 
 
1=4 
 

10. (a) Equilibrium conditions: 
       1. MC = MR     2. MC > MR after the equilibrium  level of output 
(b) As long as MR> MC i.e. gain is more than the cost, producer continues to 
produce. 
When MC>MR, the cost is more than the gain hence the producer stop producing 
the commodity. 
MC=MR is not a sufficient condition to ensure equilibrium. If one more unit is 
produced and MC becomes less than MR, it is profitable for the firm to produce 
more. Producer is not in equilibrium. 
 
©Schedule with brief explanation. 

(OR) 
1. Increasing returns to a factor: TP increasing at increasing rate MP also 

increases. 
Diminishing returns to a factor:  TP increases at diminishing rate, MP falls but 
remains positive. 
Negative returns to a factor; TP starts falling, MP goes negative.  

2. Correct Schedule  
3. Explanation 

 
1 
2 
 
 
2+1=6 
 
 3 
2 
1=6 

11. Shift in Demand  curve Movement along the Demand curve 

Change in quantity demanded  due 
to non-price factors 
Denoted by  shift in demand curve 

       Demand  curve shifts rightward or 
leftward 
        Diagram 

Changes in quantity demanded 
due to price alone 
Changes are denoted by 
movement along the same curve 

Demand curve move upward or 
downward 

Diagram 
 

4X 1½= 
6 
 
 
 
 
 



12. Market Supply schedule is the horizontal summation of individual  supply  
schedule. 
Correct  Schedule of two firms 
Explanation of the given numerical 

SECTION B 

1 
3 
2 =6 

13. (b) 1 

14. (d)  Infinity  1 

15. Total expenditure incurred on capital goods  1 

16. Profits, dividend, external grants     (any two)  ½ X ½ 
= 1 

17. 1. Recorded in the positive side of capital account    
  

 2. Reasons:  1. They cause inflow of foreign currency but they are liability on us. 
  

                       2.  These transactions between the residents of a country and the rest 
of the world which causes a change in the assets and liability of the country. 

1 
1+1 
=3 
 

18. 1. Autonomous transactions refer to those international transactions which take 
place due to some economic motives. They are independent of the state of BOP 
account. 

2. Accommodating transactions refer to those international transactions which are 
undertaken in order   to maintain the balance in the BOP account.  

(OR) 

1.  Balance of trade refers to   excess of value of exports of goods over the value of 
import of goods. 

2. Balance of current account of BOP refers to excess of inflows of foreign 
exchange over the outflows on account of visible and invisible items in the current 
account.   

1 ½  
 
1 ½=3  
 
11/2 

11/2=3 

19. Y = C + MPC (Y) + I        
   
 MPC = 1-MPS = 1- 0.3 = 0.7 

 800 = 100  + 0.7 (800) + I       

  

 800 = 100 + 560 + I       

   

 I = 800-660= 140   

1 
1 
1 
1=4 

20. 1. Not included as it a transfer payment.    

 2. Included as It is a final good, because it is an investment. (If no reason given no 
mark)  

 

2+2=4 

21. The Govt. budget can be used to bring economic stability in minimizing the 
fluctuations in prices. 

 
2 



 

  

 a. Inflation: Govt. can reduce its own expenditure and may impose new taxes and 
raise the rate of   existing taxes, thus reduce inflationary pressure in the economy. 

b. Deflation: The govt. can increase its own expenditure. It can also reduce taxes 
and give subsidies to   encourage spending by the people. Thus reduce deflationary 
pressure in the economy 

(OR) 

Annual financial statement of estimated revenue and expenditure of the govt. for a 
year. 

Production units which produce harmful products can be heavily taxed. 

Tax concessions and subsidies should be given to encourage to produce more. 
With brief explanation 

 
2=4 
 
1 
3 
=4 

22. 1. Correct diagram                                                                                                                              
  2.Draw a  45o line from the origin is the Aggregate supply curve. 4 

 2. CC’ is the given consumption curve steps taken in deriving saving curve from it. 
3. Take OS = OC 
4.Draw a 45® line on OX at O 
5. It intersects CC’ at point A 
6.Draw a perpendicular for A at OY meeting OY at B 
7.Join SB and extend it to S’ 
8. SS’ is the required saving curve. 
(OR) 

 Conditions of N,I Equilibrium 
Meaning of Aggregate Demand, Meaning of Aggregate supply,  
Planned saving = Planned Investment 
Correct  Schedule with S & I  
Diagram and explanation  

2 
 
4 
 
=6 
 
2 
 
4 =6 

23. Functions: 
 Issue of currency authority, Banker to the govt., Bankers Bank, controller of credit, 
lender of last Resort, custodian of foreign reserves.  
With brief  explanation     

 
3 
3=6 

24. 1.  GNP fc  = NDPfc + (ii) + (iii) 
            = 120 + 60 + (-10)       
   

           = 120 + 50 = 170 cores. 
2.   NDPmp  = NDP fc + (i) – (vi) 
             =120 + 50 – 25=145 cores 
3.NNPfc  =  NDPfc + (iii) 
         120 + (-10) = 110 cores  

1+1=2 
 
1+1=2 
1+1=2 
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MARKING SCHEME 

The Marking scheme carries only suggested value points for the answers.  
These are only guidelines and do not constitute the complete answer. 
Student can have their own expression and it is correct, marks to be 

awarded. 

S.No. Value Points Marks 

 

1. 

SECTION   A 

Want satisfying power of a commodity  

 

1 

2. Salary of the producer 1 

3. (a) 1 

4. Px.X +Py. Y=M  1 

5. Refers to the imposition of upper limit on the price of a good charged by the Govt. 
Price ceiling is lower than the equilibrium price which leads to excess demand                    
It is normally imposed on essential it’s needed by the masses wheat, sugar etc. 
  
 
Diagram with explanation 

2 

 

1 

6. 1.  No individual buyer can influence the price. 
2. Any changes from a single buyer will not affect the price. 
3. Uniform price prevails. 

(OR) 
1. Barriers which prevent the entry of new firms.   
2. Patents, huge capital and control over raw materials prevent new firms to 

enter.  
3.Only few big firms who cross these barriers enter the industry.  

1 

1 

1 

 

1 

1 

1 

7. 1. PPC will be concave to the origin. 
2.Correct diagram        
  
3. Reason: 1. Increasing marginal Opportunity cost  
                    2. Production of one more of one Good only by reducing the other 
good. 

1 

1 

2 

8 A consumer is in equilibrium where he derives maximum satisfaction from the   
Consumption of two commodities and does not change from that level of 
consumption 

 

 



             Conditions:     1.   MRS =  Px/Py  
          2.   MRS continuously falls. 

           
Consumer equilibrium is achieved at a point where the budget line is tangential to 

the indifference curve.  
Diagram with a brief explanation       

   
(OR)     

1. % change in quantity demanded/% change in price    
  

2. 0.75 = 150/% change in its price.      
  

3. Change in price = 150/0.75  = 200      
  

4. Price falls by 20 %  

1 

 

 

1 

2=4 

 

1 

1 

1 

1=4 

9.     1.   Increase in demand is shown by rightward shift of the DD curve  
   

When demand increases, supply remain unchanged, a situation of excess 
demand  emerges 
Competition between the buyers pushes the price upwards& Profits of the 
producer start rising thereby start producing more 
The higher price reduces the demand and wiped off the excess demand and 
Demand and supply       becomes equal at new equilibrium point. 

 
    2. Diagram with brief explanation  

2 

 

 

 

2 =4 

 

10.  Equilibrium conditions: 
1.  MC = MR     2. MC > MR after the equilibrium level of output.   
  
2. As long as MR> MC i.e. gain is more than the cost, producer continues to 
produce.   
  When MC>MR, the cost is more than the gain hence the producer stop producing 
the commodity. 

      Hence MC=MR is not a sufficient condition to ensure equilibrium. If one more 
unit is produced and MC becomes less than MR, it is profitable for the firm to 
produce more. Producer is not in equilibrium. 
3. Diagram with brief explanation 

(OR) 
1. Increasing returns to a factor: TP increasing at increasing rate MP  also increases 
 Diminishing returns to a factor:  TP increases at diminishing rate, MP falls but 
remains positive. 
 Negative returns to a factor; TP starts falling, MP goes negative.    
 2.correct  Schedule         
                                                                                                                                                                                                                                                                                               
3.Explanation 
 
 

 

1 

2 

 

 

2+1=6 

 

3 

2 

1=6 

12. Shift in supply  curve Movement along the supply curve 

1. Change in quantity supplied due 1. Changes in quantity supplied due 

4X ½= 
6 

 



to non-price factors 
2. Denoted by  shift in supply curve 
3. Supply curve shifts rightward or 

leftward 
4. Diagram 

to price alone 
2. Changes are denoted by movement along the 

same curve 

3. supplycurve move upward or 
downward 

4.  Diagram 
 

12. Market Supply schedule is the horizontal summation of individual schedule. 
Correct  Schedule of two firms 
Explanation of the given numerical 

SECTION B 

1 

3 

2 

13.  Total expenditure incurred on capital goods  1 

14. (b)    1 

15. (d)  Infinity  1 

16. Profits, dividend, external grants     (any two) ½ + ½ = 
1 

17. 1. Recorded in the current  account of BOP     
   

 2. Reasons:  1. It is export of goods abroad.     
   

                        2.Treated as a credit item as it brings in foreign exchange for the 
country 

1 

1+1 

18.  1. Autonomous transactions refer to those international transactions which take 
place due to some economic motives. They are independent of the state of BOP 
account   

2. Accommodating transactions refer to those international transactions which are 
undertaken in order   to maintain the balance in the BOP account.   

(OR) 

1.  Balance of trade refers to   excess of value of exports of goods over the value of 
import of goods. 

2. Balance of current account of BOP refers to excess of inflows of foreign 
exchange over the outflows on account of visible and invisible items in the current 
account. 

1 ½  

 

1 ½ 

 

1 ½  

1 ½   

19. Y = C+MPC (Y) + I 

1000 =100+ mpc (1000) +200 

Mpc  = 1000-100-200/1000 =700/1000 = 0.7 

MPS =1-MPC =1-0.7=0.3 

1 

1 

1 

1 

 

20. 1. Not included as it a transfer payment.    
2 Included as It is a final good, because it is an investment(If no reason given no 

2+2 



mark)      

21. The Govt. budget can be used to bring economic stability in minimizing the 
fluctuations in prices. 

 a. Inflation: Govt. can reduce its own expenditure and may impose new taxes and 
raise the rate of   existing taxes, thus reduce inflationary pressure in the economy. 

b. Deflation: The govt. can increase its own expenditure. It can also reduce taxes 
and give subsidies to   encourage spending by the people. Thus reduce 
deflationary pressure in the economy.  (OR) 

Annual financial statement of estimated revenue and expenditure of the govt. for 
a year. 
Production units which produce harmful products can be heavily taxed.Tax 
concessions and subsidies should be given to encourage to produce more. With 
brief explanation 
 

 

2 

2 

=4 

1 

 

 

 

22. 

 

1. False, When MPC > MPS,  0.6 and MPS 0.4, the value of multiplier will be less 
than 5 

              K = 1/MPS  = 1/0.4  = 2.5   Value of K is 2.5 and not greater than 5 

2. True, The sum of MPC and MPS is always 1 i.e. MPC + MPS =1 

             If MPC=0.9 MPS=1-0.9 = 0.1   Since MPC< 1, MPS can never be negative.    
With explanation       

(OR) 

1. Conditions of N.I  Equilibrium 
2. Meaning of Aggregate Demand, Meaning of Aggregate supply,  
3. Correct  Schedule with As & AD 
4. Diagram and explanation       

   

 

3 

 

3 

 

 

2 

 

2 

2 

23. a)  1. Bank of issue function: Sole authority for the issue of currency and 
circulated. 
        2.  Ensures uniformity in the note issued which facilitate exchange and trade. 
        3.  Can restrict or expand the supply of cash according to the requirement of 
the economy.    
b) 1. Lender of last resort: When depositors withdraw their deposit beyond the 
limit  it is a crisis 3 
      2.Central bank advances necessary credit against their securities 

      3. Stands as a guarantor of saving its solvency. (With brief explanation) 

3 

 

 

3 

24. 1.  National income  = (iii) + ( Viii) + (i) – (v) –( ix) + (vii)- (vi)   
   

   = 1200  +200 +200 -40-240+50-10   
   

   = Rs. 1380 cores.     
   
2.   GDP fc  =     NNP fc + (11) – (VI)      

1 ½  

1 ½  

1 

1 



  
               =     1380 + 70-10       
  =     Rs. 1440 crores 

1 
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MARKING SCHEME 

The Marking scheme carries only suggested value points for the answers.  
These are only guidelines and do not constitute the complete answer. 
Student can have their own expression and it is correct, marks to be 
awarded. 

 

S.No. Value Points Marks 

1. Want satisfying power of a commodity 1 

2. Px.X +Py. Y=M  1 

3. (a) 1 

4. Salary of the producer 1 

5. 1. No individual buyer can influence the price.     
  
2. Any change from a single buyer will not affect the price.   
  
3. Uniform price prevails. 

(OR) 
1. Barriers which prevent the entry of new firms.    
  
2.Patent Rights, huge capital and control over raw materials prevent new firms to 
enter. 

3.Only few big firms who cross these barriers enter the industry. 

1 

1 

1=3 

 

1 

1 

1=3 

6. 1. Single seller of the product .since there is only one seller he is a price maker. 
2. No close substitutes available in the market, there is absence of competition. 
(Brief explanation of any two)  

11/2+11/2 

=3 

7. 1. PPC will be concave to the origin .       
2. Correct diagram       
3. Reason: 

1. Increasing marginal Opportunity cost  
        2. Production of one more of one good only by reducing the other good. 
          
  

1 

1 

 

2 

=4 

 

8. 

 
1.  Formula :  Ped =  Percentage change in demand/percentage change in price 
  
2.  <>Q/Q x 100/-10   = 20/80x100/-10        

 

1 



  
3.  -25/10   =   (-) 2.5 Ed  > 1  

 
(OR) 

1. Demand is the quantity of a given good which the consumer is willing to buy 
at a given price during a particular period of time.    
  

2. As the income of the consumer increases, the demand for normal good 
increases. Demand curve shifts rightward. 

3. Diagram with a brief explanation.    
 

2 

1=4 

 

1 

 

1 

2=4 

9. 1. When Supply decreases, supply  curve shifts leftwards     
   

2. Decrease in supply leads to excess demand. 
3. Competition between the buyers pushes the price upwards. 
4. The rising price increases the supply and demand decreases till excess 

demand wiped off. 
5. Price rises till new equilibrium is reached. 
6. 6.Diagram with brief explanation of OP1  and OQ 1 

4 

10. a) Equilibrium conditions: 
1.  MC = MR     2. MC > MR after the equilibrium condition. 
b)  As long as MR> MC i.e. gain is more than the cost, producer continues to 
produce.   
  When MC>MR, the cost is more than the gain hence the producer stop 
producing the commodity. 
 Hence MC=MR is not a sufficient condition to ensure equilibrium. If one more 
unit is produced and MC becomes less than MR, it is profitable for the firm to 
produce more.  Producer is not in equilibrium. 
 
schedule with brief explanation 

(OR) 
1. Increasing returns to a factor: TP increasing at increasing rate MP also 

increases. 
Diminishing returns to a factor:  TP increases at diminishing rate, MP falls but 
remains positive. 
Negative returns to a factor; TP starts falling, MP goes negative.  

2. Schedule  
3. Explanation 

 

1 

2 

 

 

2+1=6 

 

       3 

2 

1=6 

11. Shift in Demand  curve Movement along the Demand curve 

Change in quantity demanded 
due to non-price factors 
Denoted by  shift in demand 
curve 
Demand curve shifts rightward or 
leftward 

Diagram 

Changes in quantity demanded 
due to price alone 
Changes are denoted by movement along the 
same curve 

Demand curve move upward or 
downward 

Diagram 
 

4X ½= 6 

 

 

 

 

12. 1. Supply refers to the quantity of a good which a producer is willing to supply at 
a particular price during a period of time.  
2.Determinants of Supply:  
a. Own price of a good: when price of the good increases, supply also increases.    

1 
 
5 x 1=5 
 



 b.  Price of other goods: If X and Y are substitute goods,fall in price of Y supply of 
X will increase 

       If X and Y are complimentary goods,rise in price of Y ,supply of X will increase. 
c. Price of inputs:  When price of input rises, increases the cost of production and 

reduces SS 
d.  State of technology:  when high level of technology is uses, decreases the cost 
of production and supply increases. 
e. Taxes on Production:   When a tax on a commodity increases, it raises the cost 
of production and supply decreases.      

SECTION B 

 
 
 
 
=6 
 

13. (b)  1 

14. (d)  Infinity 1 

15. Total expenditure incurred on capital goods  1 

16. Profits, dividend, external grants  (any two) ½ + ½  

17. 1. Recorded in the positive side of capital account    
   

2. Reasons:  1. They cause inflow of foreign currency but they are liability on us. 
  

                       2.  These transactions between the residents of a country and the 
rest of the world which causes a change in the asset and liability of the  country, 

1 
1+1 
=3 

18. 1. Autonomous transactions refer to those international transactions which take 
place due to some economic motives. They are independent of the state of BOP 
account  

2. Accommodating transactions refer to those international transactions which 
are undertaken in order to maintain the balance in the BOP account.  

(OR) 

1.  Balance of trade refers to   excess of value of exports of goods over the value 
of import of goods. 

2. Balance of current account of BOP refers to excess of inflows of foreign 
exchange over the outflows on account of visible and invisible items in the 
current account.  

1 ½  
 

1 ½=3 
 

1 ½ 
 

1 ½=3 
 

19. Y = C + MPC (Y) + I        

   

        MPC = 1-MPS = 1- 0.3 = 0.7 

         800 = 100  + 0.7 (800) + I      

   

         800 = 100 + 560 + I         

         I = 800-660= 140  

        1 
1 
1 

1=4 

20. 1. Included in national income as it is a factor payment.    
 2. Not Included as It is  a transfer payment  (If no reason given no mark)                 

2 +2 



21. a. Expenditure on subsidies is revenue expenditure as it does not lead to any 
creation of assets or reduction in liabilities. 

 b. It is a capital expenditure because it reduces the liabilities. 

 c. It is a revenue expenditure as it does not lead to any  Creation of assets or 
reduction in liabilities 

 d.  It is a capital expenditure because it leads to creation of an asset for the 
school   

(OR) 

 Imposing new taxes or increasing the existing taxes upon the income and wealth 
of the rich, so as to transfer their income, through the taxes paid, for the benefit 
of the masses like providing        them Free education, medical facilities, etc. 
Govt. can also provide subsidies. Thus income can be redistributed among the 
poor. 

4 x 1=4  
 
 
 
 

 
4 

22. 1. Correct diagram                                                                                                                              
  2.Draw a  45o line from the origin is the Aggregate supply curve. 4 

 2. CC’ is the given consumption curve steps taken in deriving saving curve from 
it. 
3. Take OS = OC 
4.Draw a 45® line on OX at O 
5. It intersects CC’ at point A 
6.Draw a perpendicular for A at OY meeting OY at B 
7.Join SB and extend it to S’ 
8.SS’ is the required saving curve. 
 

(OR) 

1. An economy can be in equilibrium at a less than full employment level. This is 
called under employment Equilibrium. 
When at the level of Full employment AD is less than AS, the deficiency in AD is 
called deficient demand. 
Point at which AD=AS is the equilibrium point. Which is less than full employment 
level of output? 
2. A brief explanation with a diagram 1 
3. An increase in investment will affect output and thus employment through 
increase in productive capacity. With increase in investment activity, production 
will increase. The increase in investment Will help in achieving full employment 
equilibrium. 

2 
 
 
4 
=6 
 
 
2 
 
 
2 
2  =6 

23. Commercial bank accepts deposits from the public. These deposits are used to 
grant loans. This is the basis of credit creation. It is determined by the amount of 
initial deposit and the Legal reserve ratio. 
Schedule with the explanation of the process     
   

2 
 

4=6 

 

24. 

 
1. GNP fc   = NDPfc + (ii) + (iii) 

= 120 + 60 + (-10)      
   
= 120 + 50 = 170 cores.  

 
1+1=2 

 
 

1+1=2 



2. NDPmp = NDP fc + (i) – (vi) 
=120 + 50 – 25=145 cores     
  

3. NNPfc      =   NDPfc + (iii) 
120 + (-10) = 110 cores 

 
 
1+1=2 

 

 


