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Q.1) In context of Fiscal Policy sometimes 

seen in the news, consider the following 

statements: 

1. It plays a key role in elevating the rate of 

capital formation for Public sector. 

2. It helps in providing stimulus to elevate 

the savings rate. 

3. It aims to minimise the imbalance in the 

dispersal of income and wealth. 

4. An expansionary fiscal policy reduces 

budget deficits.  

Select the correct options using the code 

given below: 

a) 1, 2 and 3 only 

b) 2 and 3 only 

c) 1, 3 and 4 only 

d) All of the above 

 

Ans) a 

Exp) Statement 1, 2 and 3 are correct. 

Fiscal policy in India is the guiding force 

that helps the government decide how much 

money it should spend to support the 

economic activity, and how much revenue it 

must earn from the system, to keep the 

wheels of the economy running smoothly. In 

recent times, the importance of fiscal policy 

has been increasing to achieve economic 

growth swiftly, both in India and across the 

world.  

Importance of Fiscal Policy in India: 

● In a country like India, fiscal policy 

plays a key role in elevating the rate of 

capital formation both in the public 

and private sectors. 

● Through taxation, the fiscal policy helps 

mobilise considerable amount of 

resources for financing its numerous 

projects. 

● Fiscal policy also helps in providing 

stimulus to elevate the savings rate. 

● The fiscal policy gives adequate 

incentives to the private sector to expand 

its activities. 

● Fiscal policy aims to minimise the 

imbalance in the dispersal of income 

and wealth. 

Statement 4 is incorrect. Fiscal policy 

refers to the use of the government budget to 

affect the economy. This includes 

government spending and levied taxes. The 

policy is said to be expansionary when the 

government spends more on budget items 

such as infrastructure or when taxes are 

lowered. Such policies are typically used to 

boost productivity and the economy. 

Conversely, the policy is contractionary 

when government spending decreases or 

taxes rise. Contractionary policies might be 

used to combat rising inflation. Generally, 

expansionary policy leads to higher budget 

deficits, and contractionary policy reduces 

deficits. 

An expansionary fiscal policy leads to 

higher budget deficits while a 

contractionary policy reduces deficits. 

 

Source)https://www.ft.com/content/7d6ffff0

-2255-11ea-b8a1-584213ee7b2b 

https://www.financialexpress.com/what-

is/fiscal-policy-meaning/1771755/ 

https://www.investopedia.com/ask/answers/

032615/how-does-fiscal-policy-impact-

budget-deficit.asp 

 

Q2) With reference to the National Strategy 

for Financial Inclusion for India, Consider 

the following statements 

https://www.ft.com/content/7d6ffff0-2255-11ea-b8a1-584213ee7b2b
https://www.ft.com/content/7d6ffff0-2255-11ea-b8a1-584213ee7b2b
https://www.financialexpress.com/what-is/fiscal-policy-meaning/1771755/
https://www.financialexpress.com/what-is/fiscal-policy-meaning/1771755/
https://www.investopedia.com/ask/answers/032615/how-does-fiscal-policy-impact-budget-deficit.asp
https://www.investopedia.com/ask/answers/032615/how-does-fiscal-policy-impact-budget-deficit.asp
https://www.investopedia.com/ask/answers/032615/how-does-fiscal-policy-impact-budget-deficit.asp


 

 

1. The National Strategy for Financial 

Inclusion for India has been prepared by 

Niti Aayog. 

2. The strategy covers only rural India and 

village infrastructure.  

Which of the statements given above is/are 

correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

Ans)d 

Exp) 

● Both Statements 1 and 2 are Incorrect: 

The Reserve Bank of India (RBI) has 

planned the National Strategy for 

Financial Inclusion (NSFI) for the period 

2019-2024. It is an ambitious strategy 

which aims to strengthen the ecosystem 

for various modes of digital financial 

services in all Tier-II to Tier VI centres 

to create the necessary infrastructure to 

move towards a less-cash society by 

March 2022. Hence focus is not only on 

rural India. 

Classification of Centres (tier-wise) 

Population (as per 2011 Census) 

 

Tier I - 1, 00,000 and above 

Tier II - 50,000 to 99,999 

Tier III - 20,000 to 49,999 

Tier IV - 10,000 to 19,999 

Tier V - 5,000 to 9,999 

Tier VI - Less than 5000 

 

Q3) Financial Inclusion Index is prepared 

by  

a) Niti Aayog 

b) Department of Consumer Affairs 

c) Department of Financial Services 

d) Department of Social Justice and 

Empowerment 

 

Answer: C 

Explanation: 

● Department of Financial Services 

under the Ministry of Finance has 

launched the Financial Inclusion 

Index (FDI).  The index has taken into 

account three factors. They are  

1. Access to financial services  

2. Usage of financial services 

3. Quality of financial services 

 

Q4) Which of the following statements 

is/are correct regarding Supervisory Action 

Framework (SAF)? 

1. This framework applies specifically to 

Urban Cooperative Banks. 

2. It is similar to the Prompt Corrective 

Action framework, imposed on 

scheduled commercial banks. 

3. Framework includes self-corrective 

actions by an entity and the supervisory 

action by the RBI if the situation doesn’t 

improve.  

Answer using the codes given below 

a) 1 and 2 only 

b) 2 and 3 only 

c) 1 and 3 only 

d) All of the above  

 

Ans) d 

Explanation: 

Statement 1 is correct. The Reserve Bank 

of India had introduced the supervisory 

action framework to better manage stressed 

urban cooperative banks. A UCB may be 

placed under supervisory action framework 



 

 

when its Net NPAs exceed 6% of its net 

advances or/and 

its CRAR falls below 9% 

or/and 

when it incurs losses for two consecutive 

financial years or has accumulated losses on 

its balance sheet. 

 

Statement 2 is correct. SAF includes all the 

corrective actions that apply in PCA for 

Scheduled Commercial Banks. 

Prompt Corrective Action or PCA is a 

framework under which banks with weak 

financial metrics are put under watch by the 

RBI. The PCA framework deems banks as 

risky if they slip below certain norms on 

three parameters — capital ratios, asset 

quality and profitability. 

It has three risk threshold levels (1 being the 

lowest and 3 the highest) based on where a 

bank stands on these ratios.  

Depending on the threshold levels, the RBI 

can place restrictions on dividend 

distribution, branch expansion, and 

management compensation. Only in an 

extreme situation, breach of the third 

threshold, would identify a bank as a likely 

candidate for resolution through 

amalgamation, reconstruction or winding up. 

Statement 3 is correct. The revised 

Supervisory Action Framework (SAF) 

envisages, in the initial stage of deterioration 

in the financial position, self-corrective 

action by the management of the UCBs 

themselves and supervisory action by the 

Reserve Bank in case the financial position 

of the bank does not improve. 

 

Q.5) A country X is going through an 

economic condition of Stagflation, which of 

the following situations is/are noticed in that 

country? 

1) There is a high rate of unemployment in 

the country. 

2) High inflation rate in the economy. 

3) Gross Domestic Product of the country 

is declining. 

Select the correct options using the code 

given below: 

a) 1 and 2 only 

b) 2 and 3 only 

c) 1 and 3 only 

d) 1, 2 and 3 

 

Ans) A 

Exp) In economics, stagflation, or 

recession-inflation, is a situation in which 

the inflation rate is high, the economic 

growth rate slows, and unemployment 

remains steadily high. 

 

Following are the effect of stagflation on the 

economy 

● The purchasing power of the general 

population decreases and the major part 

of the population spending goes to the 

basic commodities. 

● The prices of the commodities tend to be 

high when the real value of the currency 

is considered, this increases the 

inflation rate in the economy. 

(Statement 2 is Correct) 

● Demand for basic commodities stays 

at the same level, whereas demand for 

luxury items tend to diminish drastically. 

● Earnings of most of the firms tend to 

decrease along with margin and output. 

● Higher unemployment due to factory 

lay-offs and pay cuts in wages are the 



 

 

primary characteristics of stagflation. 

(Statement 1 is Correct)  

● The GDP may tend to decrease as the 

recession takes the front seat within the 

economy but a fall in growth rate will 

definitely be observed. (Statement 3 is 

Incorrect) 

 

Source) 

https://www.livemint.com/news/india/is-

the-economy-facing-the-threat-of-

stagflation-11574126950032.html 

https://www.moneycontrol.com/news/busi

ness/economy/is-high-retail-inflation-in-

india-hinting-at-stagflation-4813621.html 

 

https://www.jatinverma.org/india-heading-

towards-stagflation 

 

Q.6) The purpose of the constitution of Baba 

Kalyani committee was 

a) To review the working of mid-day meal 

scheme 

b) To review the six environment laws in 

India and recommend specific 

amendments 

c) To evaluate the SEZ policy and make it 

WTO compatible 

d) To deliberate the data protection 

framework in India. 

 

Ans) c 

Exp) 

The Baba Kalyani led committee was 

constituted by the Ministry of Commerce 

and Industry to study the existing SEZ 

policy of India and had submitted its 

recommendations in November 2018. 

 

The objectives of the committee: 

● To evaluate the SEZ policy and make it 

WTO compatible.  

● Suggesting measures for maximizing the 

utilization of vacant land in SEZs.  

● Suggesting changes in the SEZ policy 

based on international experience. 

● Merge the SEZ policy with other 

Government schemes like coastal 

economic zones, Delhi-Mumbai 

industrial corridor, national industrial 

manufacturing zones and food, and 

textile parks. 

 

https://www.jatinverma.org/review-of-baba-

kalyani-report 

 

Banking 

 

Q.7) Consider the following statements with 

reference to Deposit Insurance Corporation 

and Credit Guarantee Corporation (DICGC) 

in India 

1) It is a wholly-owned subsidiary of 

Reserve Bank of India. 

2) If a bank fails/gets liquidated, the 

DICGC is liable to pay the amount of 

deposit up to Rs two lakh as insurance 

cover. 

3) The deposit insurance scheme is 

mandatory for all banks and no bank can 

voluntarily withdraw from it. 

Which of the above statements is/are 

correct? 

a)1 only 

b) 2 and 3 only 

c) 1 and 3 only 

d)All of the above 

 

Ans) c 

https://www.livemint.com/news/india/is-the-economy-facing-the-threat-of-stagflation-11574126950032.html
https://www.livemint.com/news/india/is-the-economy-facing-the-threat-of-stagflation-11574126950032.html
https://www.livemint.com/news/india/is-the-economy-facing-the-threat-of-stagflation-11574126950032.html
https://www.moneycontrol.com/news/business/economy/is-high-retail-inflation-in-india-hinting-at-stagflation-4813621.html
https://www.moneycontrol.com/news/business/economy/is-high-retail-inflation-in-india-hinting-at-stagflation-4813621.html
https://www.moneycontrol.com/news/business/economy/is-high-retail-inflation-in-india-hinting-at-stagflation-4813621.html
https://www.jatinverma.org/india-heading-towards-stagflation
https://www.jatinverma.org/india-heading-towards-stagflation
https://www.jatinverma.org/review-of-baba-kalyani-report
https://www.jatinverma.org/review-of-baba-kalyani-report


 

 

Exp) Statement 1  is correct: DICGC has 

been created to ensure the deposits in 

commercial banks, including branches of 

foreign banks functioning in India, local 

area banks and regional rural banks. 

 

Statement 2  is incorrect: Under the 

provisions of Section 16 (1) of the DICGC 

Act, 1961, if a bank fails/gets liquidated, the 

DICGC is liable to pay to each depositor 

through the liquidator, the amount of his 

deposit up to Rs one lakh as insurance 

cover. 

DICGC has recently proposed raising cover 

from the current 1 lakh to to 3 lakh-5 lakh. 

Statement 3 is correct: The deposit 

insurance scheme is mandatory for all 

banks and no bank can voluntarily withdraw 

from it. However, the DICGC has the power 

and right to cancel the registration of an 

insured bank if it fails to pay the premium 

for three consecutive half-year periods. 

 

https://www.businesstoday.in/sectors/banks/

no-information-on-raising-rs-1-lakh-insured-

amount-limit-on-bank-deposits-

dicgc/story/391442.html 

 

https://www.livemint.com/industry/banking/

five-things-you-should-know-about-bank-

deposit-insurance-scheme-

11570764855854.html 

 

Q.8) In which of the following financial 

holdings foreign portfolio investors (FPIs) 

can invest?  

1.Stock market 

2.ADRs (American Depository Receipts) 

3.Bonds 

4.Mutual funds  

5.Exchange-traded funds 

Answer using the codes below 

a)1,4 and 5 only 

b)1,3 and 4 only 

c)1,2,3 and 4 only 

d)All of the above 

 

Ans)d 

Exp)Foreign portfolio investment (FPI) 

involves holding financial assets from a 

country outside of the investor's own. 

Along with foreign direct investment (FDI), 

FPI is one of the common ways for investors 

to participate in an overseas economy, 

especially retail investors. 

 

Unlike FDI, FPI consists of passive 

ownership; investors have no control over 

ventures or direct ownership of property. 

 

https://www.jatinverma.org/boost-to-

foreign-portfolio-investors 

 

Q.9) Consider the following statements with 

reference to indicators of economic growth 

in a country 

1) Higher inflation increases the nominal 

GDP growth rate of a country. 

2) Increment in the nominal GDP definitely 

shows increment in the production of the 

output. 

Which of the above statements is/are 

correct? 

a)1 only 

b)2 only 

c)Both 1 and 2 

d)Neither 1 and 2 

 

Ans)a 

Exp) 

https://www.businesstoday.in/sectors/banks/no-information-on-raising-rs-1-lakh-insured-amount-limit-on-bank-deposits-dicgc/story/391442.html
https://www.businesstoday.in/sectors/banks/no-information-on-raising-rs-1-lakh-insured-amount-limit-on-bank-deposits-dicgc/story/391442.html
https://www.businesstoday.in/sectors/banks/no-information-on-raising-rs-1-lakh-insured-amount-limit-on-bank-deposits-dicgc/story/391442.html
https://www.businesstoday.in/sectors/banks/no-information-on-raising-rs-1-lakh-insured-amount-limit-on-bank-deposits-dicgc/story/391442.html
https://www.livemint.com/industry/banking/five-things-you-should-know-about-bank-deposit-insurance-scheme-11570764855854.html
https://www.livemint.com/industry/banking/five-things-you-should-know-about-bank-deposit-insurance-scheme-11570764855854.html
https://www.livemint.com/industry/banking/five-things-you-should-know-about-bank-deposit-insurance-scheme-11570764855854.html
https://www.livemint.com/industry/banking/five-things-you-should-know-about-bank-deposit-insurance-scheme-11570764855854.html
https://www.jatinverma.org/boost-to-foreign-portfolio-investors
https://www.jatinverma.org/boost-to-foreign-portfolio-investors


 

 

Nominal GDP: It is the market value of the 

goods and services produced at current 

prices within a country for a given period 

usually a year. Nominal GDP, therefore, is 

the market value of goods and services 

produced in an economy, unadjusted for 

inflation. (Statement 1 is Correct)  

 

Real GDP: It is the nominal GDP adjusted 

for changes in price levels at constant prices 

with respect to the base year,adjusted for 

inflation. 

 

An increase in nominal GDP may just mean 

prices have increased due to inflation, 

while an increase in real GDP definitely 

means output increased. (Statement 2 is 

Incorrect) 

 

https://www.jatinverma.org/concerns-due-

to-low-nominal-gdp-growth-rate 

 

Q.10)The Union Cabinet has recently 

approved the transformational restructuring 

of Indian Railways along functional lines. 

Which of the following is/are the step(s) 

taken by the government in this 

restructuring? 

1) Unification of the existing six Group A 

services of the Railways into a Central 

Service called Indian Railway 

Management Service (IRMS). 

2) Reorganization of Railway Board on 

functional lines, headed by a CEO with 

four members and some Independent 

Members. 

Answer using the codes below 

a)1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 and 2 

 

Ans)b 

Exp) 

The Union Cabinet has approved the 

transformational restructuring of Indian 

Railways along functional lines. 

 

The Reforms include: 

● Unification of the existing eight Group 

A services of the Railways into a Central 

Service called Indian Railway 

Management Service (IRMS). 

● Reorganization of Railway Board on 

functional lines headed by a CEO with 

four members and some Independent 

Members. 

● The existing service of Indian Railway 

Medical Service (IRMS) to be 

consequently renamed as Indian Railway 

Health Service (IRHS). 

 

https://www.jatinverma.org/restructuring-of-

indian-railways 

 

Q.11) Which of the following step(s) can 

help in solving four balance sheet challenge 

in the Indian economy? 

1) Merger of the banks 

2) Reforming the Insolvency and 

Bankruptcy Code to better align 

incentives 

3) Formation of special asset restructuring 

company for real estate sector 

4) Privatisation of PSBs 

Answer using the codes below 

a)1,2 and 3 only  

b) 2, 3 and 4 only 

c)All of the above 

d)2 and 3 only 

https://www.jatinverma.org/concerns-due-to-low-nominal-gdp-growth-rate
https://www.jatinverma.org/concerns-due-to-low-nominal-gdp-growth-rate
https://www.jatinverma.org/restructuring-of-indian-railways
https://www.jatinverma.org/restructuring-of-indian-railways


 

 

 

Ans) c 

Exp)  

All statements are correct 

The Four balance sheet problem first 

appeared in the report titled ‘India’s Great 

Slowdown’: Subramanian, former Chief 

Economic Adviser to the Government of 

India. 

To resolve the Four Balance Sheet problem, 

Subramanian and Felman prescribe a six-

point remedy: 

 

 

 
1. Launch a new asset quality review to 

cover banks and NBFCs (Recognition) 

2. Make changes to the IBC to better align 

incentives (Resolution) 

3. Create two executive-led public sector 

asset restructuring companies (“bad banks”), 

one each for the real estate and power 

sectors (Resolution) 

4. Strengthen oversight, especially of 

NBFCs (Regulation) 

5. Link recapitalization to resolution 

(Recapitalization) 

6. Shrink public sector banking (Reform) 

 

https://www.jatinverma.org/four-balance-

sheet-problem 

 

https://economictimes.indiatimes.com/news/

et-explains/what-arvind-subramanian-

meant-when-he-talked-of-indias-four-

balance-sheet-

challenge/articleshow/72954134.cms?from=

mdr 

 

Q12) Recently, India has launched the 

National Infrastructure Pipeline, which aims 

to make India a $5 trillion economy by 

2025. It would be easier to achieve the aim 

if  

1) The inflation rate remains high, and 

GDP target is calculated at the current 

price. 

2) The Rupee depreciates further. 

Which of the statements given above is/are 

correct, answer using the codes given below 

a) 1 only  

b) 2 only 

c) Both 1 and 2  

d) Neither 1 nor 2 

 

Answer - d 

Exp 

As the 5 trillion dollar target of GDP is 

calculated at current prices (which includes 

inflation), one may feel that India may 

achieve the target GDP, not because of an 

increase in production (output) but due to 

the higher inflation rate. However, this may 

not be the case. With an increase in 

inflation, there will be a decline in the 

purchasing power of money. This may 

reduce consumption and thus may 

negatively impact GDP growth. (Statement 

1 is Incorrect) 

https://www.jatinverma.org/four-balance-sheet-problem
https://www.jatinverma.org/four-balance-sheet-problem
https://economictimes.indiatimes.com/news/et-explains/what-arvind-subramanian-meant-when-he-talked-of-indias-four-balance-sheet-challenge/articleshow/72954134.cms?from=mdr
https://economictimes.indiatimes.com/news/et-explains/what-arvind-subramanian-meant-when-he-talked-of-indias-four-balance-sheet-challenge/articleshow/72954134.cms?from=mdr
https://economictimes.indiatimes.com/news/et-explains/what-arvind-subramanian-meant-when-he-talked-of-indias-four-balance-sheet-challenge/articleshow/72954134.cms?from=mdr
https://economictimes.indiatimes.com/news/et-explains/what-arvind-subramanian-meant-when-he-talked-of-indias-four-balance-sheet-challenge/articleshow/72954134.cms?from=mdr
https://economictimes.indiatimes.com/news/et-explains/what-arvind-subramanian-meant-when-he-talked-of-indias-four-balance-sheet-challenge/articleshow/72954134.cms?from=mdr
https://economictimes.indiatimes.com/news/et-explains/what-arvind-subramanian-meant-when-he-talked-of-indias-four-balance-sheet-challenge/articleshow/72954134.cms?from=mdr


 

 

 

On the exchange-rate aspect, if the rupee 

depreciates further, it will adversely affect 

India’s GDP growth in dollar terms. If the 

rupee starts appreciating against the dollar, it 

makes it easier to reach the target. 

(Statement 2 is Incorrect) 

 

About NIP (National Infrastructure 

Pipeline) 

National Infrastructure Pipeline (NIP) is a 

roadmap for an investment of Rs.100 lakh 

crore in infrastructure over the next five 

years (2020-2025). 

 

The aim of the National Infrastructure 

Pipeline (NIP) is to help make India a $5 

trillion economy by 2025. 

 

NIP includes economic and social 

infrastructure projects. 

 

The funding of the National Infrastructure 

Pipeline will be jointly made by the Centre, 

states and the private sector in the 

proportion of 39:39:22 (39 % each by the 

centre and states and 22% by the private 

sector). 

 

Q13) In the context of Indian economy, 

What is the meaning of the term ‘Pump 

Priming’ sometimes seen in the news? 

a) Dumping goods by a country in another 

country 

b) Dividends paid in stock to shareholders 

of listed companies 

c) Action taken by governments to 

stimulate the economy 

d) Predatory pricing by e-commerce 

companies 

Ans) c 

Exp)Pump Priming is the action taken to 

stimulate an economy, usually during a 

recessionary period, through government 

spending and interest rate and tax 

reductions. The term pump priming is 

derived from the operation of older pumps - 

a suction valve had to be primed with water 

so that the pump would function properly. 

 

Pump priming involves introducing 

relatively small amounts of government 

funds into a depressed economy in order to 

spur growth. This is accomplished through 

the increase in purchasing power 

experienced by those affected by the 

injection of funds, with the goal of 

prompting higher demand for goods and 

services. The increase in demand 

experienced through pump priming can lead 

to increased profitability in the private 

sector, which assists with overall economic 

recovery. 

 

Source)https://www.thehindubusinessline.c

om/opinion/pump-priming-measures-

needed-for-economic-

growth/article30357006.ece 

https://www.investopedia.com/terms/p/pum

p-priming.asp 

 

Q14) Which of the following are two 

necessary conditions for public debt to be 

sustainable? 

1) GDP should grow at a rate faster than 

public debt.  

2) GDP growth should be higher than 

interest rates.  

Answer using the codes given below 

a) 1 only 

https://www.thehindubusinessline.com/opinion/pump-priming-measures-needed-for-economic-growth/article30357006.ece
https://www.thehindubusinessline.com/opinion/pump-priming-measures-needed-for-economic-growth/article30357006.ece
https://www.thehindubusinessline.com/opinion/pump-priming-measures-needed-for-economic-growth/article30357006.ece
https://www.thehindubusinessline.com/opinion/pump-priming-measures-needed-for-economic-growth/article30357006.ece
https://www.investopedia.com/terms/p/pump-priming.asp
https://www.investopedia.com/terms/p/pump-priming.asp


 

 

b) 2 only 

c) Both 1 and 2  

d) Neither 1 nor 2 

 

Ans) c 

 

Statement 1 is correct: Higher borrowing at 

a time when growth is slow is likely to 

worsen the debt-GDP ratio for India. 

 

Statement 2 is correct: Higher Interest rate 

on public debt will increase the revenue 

expenditure of the government at the cost of 

capital expenditure. Persistent rise in 

expenditure primarily on account of high 

interest rate will make the debt 

unsustainable to manage after some years. 

 

Q15) Consider the following statements 

regarding RBI’s co-origination of loans 

model 

1) Under this model, any commercial bank 

can come into an agreement with any 

NBFC for co-origination of loans. 

2) Model includes the sharing of risks and 

rewards between the bank and the NBFC 

over the loans under the agreement.  

3) A bank can claim priority sector status in 

respect of its share of credit. 

Which of the statements given above is/are 

correct, answer using the codes given below 

a) 1 and 2 only 

b) 2 and 3 only 

c) 1 and 3 only 

d) All of the above 

 

Ans) b 

 

Statement 1 is incorrect: The Reserve 

Bank of India (RBI) announced the co-

origination model between banks and non-

banking financial companies. Under the new 

guidelines, all scheduled commercial 

banks (excluding regional rural banks 

and small finance banks) may engage with 

non-banking financial companies- non-

deposit taking-systemically important 

(NBFC-ND-SIs) to co-originate loans for 

the creation of priority sector assets. 

 

Statement 2 is correct: The arrangement 

should entail joint contribution of credit at 

the facility level by both lenders. It should 

also involve sharing of risks and rewards 

between the bank and the NBFC for 

ensuring appropriate alignment of respective 

business objectives, as per the mutually 

decided agreement between the bank and 

the NBFC. 

 

Statement 3 is correct: The guidelines also 

mentioned that the bank can claim priority 

sector status in respect of its share of credit 

while engaging in the co-origination 

arrangement.  

 

Q16) Recently, RBI has conducted a special 

open market operation (OMO), similar to 

the 'Operation Twist' carried out in the 

United States, towards which of the 

following immediate objectives? 

a) To manage the inflation rate  

b) To manage the Long term yield on bonds 

c) To manage interest rate  

d) To manage the rate of currency  

 

Ans) b 

 

Exp) It is the first time the RBI has 

conducted a special open market operation 



 

 

(OMO) of this kind, similar to the 

'Operation Twist' carried out in the United 

States near the start of the decade. 

 

The Reserve Bank of India has conducted a 

simultaneous sale and purchase of bonds, in 

a move seen by market participants as an 

attempt to bring longer-term yields lower. 

 

Q.17) Consider the following statements: 

1) Bond prices and yields move in opposite 

directions. 

2) A higher yield indicates stability and 

confidence in the company or 

government that issued it.  

Which of the statements above is/are 

correct, answer using the codes given below 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

 

Ans) a 

 

Exp.)  

Statement 1 is correct. Yield is calculated 

as the coupon divided by the value of the 

bond. It is multiplied by 100 to be expressed 

in percentage. In effect, yield = 

(coupon/value)*100) 

 

Consider a bond that is issued by a company 

or government for Rs.100 with a coupon of 

7% for a period of five years. This implies 

that every year, the issuer will pay interest 

of 7%, while the principal will be refunded 

after the bond matures.  

 

The face value of a bond is what it sold for 

initially. Since they are transferable through 

sale in the bond market, their value 

fluctuates. The returns accrued by holders is 

measured by the yield, which is the rate of 

interest paid as coupons. 

 

Statement 2 is incorrect.  If the yield 

offered by a bond is much higher than what 

it was when issued, there is a chance that the 

company or government that issued it is 

financially stressed and may not be able to 

repay the capital. 

 

Q18) Which of the following conditions will 

lead to a higher Total Factor Productivity in 

a country? 

a) Higher Growth in output due to 

increasing weighted average of inputs 

such as labour and capital. 

b) Lower Growth in output with increasing 

weighted average of inputs such as 

labour and capital.  

c) Same output with the decreasing 

weighted average of inputs such as 

labour and capital. 

d) None of the above 

Ans) c  

 

Exp) Total factor productivity (TFP) is 

derived as a ratio of the total production and 

weighted average of inputs such as labour 

and capital. The measure gives us the 

growth in real output, which is in addition to 

the growth in inputs such as labour or capital 

employed for productive purposes.  

TFP gives us the relationship between the 

number of factors employed and the output 

in an economy. A higher TFP implies higher 

growth with the same set of labour and 

capital employed. Similarly if the same level 

of output is achieved with less inputs, then 



 

 

also an improvement in productivity is 

observed.  

 

Q19) Which of the following methods will 

lead to improved farm productivity? 

1) Increase in agricultural subsidies  

2) Encouraging the use of farm-saved seed 

3) Use of satellite data in farming 

4) Investing more in agri-R&D and 

innovations 

Answer using the codes given below 

a) 1, 2 and 3 only 

b) 2, 3 and 4 only 

c) 3 and 4 only 

d) All of the above  

 

Ans) c 

 

Option 1 is incorrect. Many reports have 

suggested that Providing agricultural 

subsidies on farm inputs has led to large 

inefficiency in their use. Further with 

subsidies more resources can be bought 

which might increase the production but not 

the productivity as such.   

 

Option 2 is incorrect. In India, farm-saved 

seed from previous crops remains the most 

prominent source of seeds, year after year, 

accounting for nearly three-quarters of all 

seed usage. This means low crop 

productivity as optimal yield potential is a 

function of the quality of seeds used. 

 

Option 3 is correct. Satellites are useful in 

providing imaging in wide-ranging areas 

including agriculture, soil survey and 

environmental monitoring. One of such 

satellites is HySIS. The primary goal of 

HysIS is to study the earth’s surface in the 

visible, near-infrared and shortwave infrared 

regions of the electromagnetic spectrum. 

 

Option 4 is correct. Investing more in R&D 

directly leads to increased productivity. 

 

Q20 Consider the following statements 

1) Best growing temperature is 25 to 30-

degree celsius. 

2) Tropical climate with annual rainfall of 

2000 – 4500 mm is suited for its 

cultivation. 

3) Kerala and Tamil Nadu account for more 

than 80% of its production.  

4) Freezing temperatures and strong winds 

are not suitable for it. 

Which of the following crops has been 

described by the above given 

characteristics? 

a) Tea 

b) Rubber  

c) Coconut 

d) Rice  

 

Ans) b 

 

All of the above-given conditions are for 

Rubber cultivation. 

It requires deep and lateritic fertile soil with 

an acidic pH of 4.5 to 6.0 and highly 

deficient in available phosphorus. Tropical 

climate with annual rainfall of 2000 – 4500 

mm is suited for cultivation. Minimum and 

maximum temperature should be ranged 

from 25 to 34°C with 80 % relative 

humidity is ideal for cultivation. Regions 

prone to heavy winds should be avoided. 

Traditional rubber-growing states 

comprising Kerala and Tamil Nadu account 

for 81% of production.  



 

 

Freezing temperatures will halt the growth 

of rubber plants and strong wind areas are 

not suitable for rubber farming. This 

plantation requires at least 5 to 6 hours of 

sunlight 

 

Q21) Consider the following statements 

1) Foundation seed is produced from 

nucleus seed. 

2) Certified seed is the commercial seed 

which is available to the farmers 

3) Seed replacement rate is the percentage of 

area sown using certified quality seeds other 

than farm-saved seeds. 

Which of the statements given above is/are 

correct, answer using the codes given below 

a) 1 and 2 only 

b) 2 and 3 only 

c) 1 and 3 only 

d) All of the above 

 

Ans) b 

 

Statement 1 is incorrect: Foundation seed 

is the progeny of breeder seed and is 

produced by State Farm Corporation of 

India, National Seed Corporation and State 

Seed Corporation under the technical control 

of qualified plant breeders or technical 

officers. 

Nucleus seed : This is the hundred percent 

genetically pure seed with physical purity 

and produced by the original 

breeder/Institute /State Agriculture 

University (SAU) from basic nucleus seed 

stock. A pedigree certificate is issued by the 

producing breeder. 

Breeder seed : The progeny of nucleus seed 

multiplied in large area as per indent of 

Department of Agriculture and Cooperation 

(DOAC), Ministry of Agriculture, 

Government of India, under supervision of 

plant breeder / institute / SAUs and 

monitored by a committee consisting of the 

representatives of state seed certification 

agency, national / state seed corporations, 

ICAR nominee and concerned breeder.  

 

Statement 2 is correct: Certified seed is the 

progeny of foundation seed and its 

production is supervised and approved by a 

certification agency. The seed of this class is 

normally produced by the State and National 

Seeds Corporation and Private Seed 

companies on the farms of progressive 

growers. This is the commercial seed which 

is available to the farmers and its genetic 

purity should be 99 percent. 

 

Statement 3 is correct: Seed replacement 

rate is the percentage of area sown using 

certified quality seeds other than farm-saved 

seeds from the previous crop. It is currently 

below 20% in pulses and below 30% in 

paddy and wheat. However, SRR is directly 

proportional to productivity. 

Q22) With regard to Paramparagat Krishi 

Vikas Yojana, which of the following 

statements is/are correct? 

1) It promotes Organic farming. 

2) It is a sub-component of Soil Health 

Management(SHM) scheme under 

National Mission of Sustainable 

Agriculture(NMSA). 

3) Participatory Guarantee System under 

PGS-India programme will be the key 

approach for quality assurances. 

Select the correct answer using the codes 

given below 

a) 1 and 2 only 



 

 

b) 2 and 3 only 

c) 1 and 3 only 

d) All of the above 

 

Ans) d 

Statement 1 is correct: The Paramparagat 

Krishi Vikas Yojana (PKVY), an initiative 

to promote organic farming in the country, 

 

Statement 2 is correct: Paramparagat 

Krishi Vikas Yojna (PKVY)" a sub-

component of Soil Health 

Management(SHM) scheme under National 

Mission of Sustainable Agriculture(NMSA) 

which aims at the development of 

sustainable models of organic farming 

through a mix of traditional wisdom and 

modern science to ensure long term soil 

fertility buildup, resource conservation and 

helps in climate change adaptation and 

mitigation.  

 

Statement 3 is correct:Participatory 

Guarantee Systems (PGS), as defined by 

IFOAM, are "locally focused quality 

assurance systems. They certify producers 

based on active participation of stakeholders 

and are built on a foundation of trust, social 

networks and knowledge exchange.They 

represent an alternative to third party 

certification,especially adapted to local 

markets and short supply chains. 

Participatory Guarantee System under PGS-

India programme will be the key approach 

for quality assurances under the PKVY. The 

farmers will have the option to adopt any 

form of organic farming in compliance of 

PGS-India standards.  

 

Q23) Which of the following 

Schemes/policies is not Directed towards 

reducing the subsidy burden of government 

towards Urea? 

a) Neem Coated Urea Scheme 

b) New Investment Policy – 2012 

c) NBS(nutrient-based subsidy) programme 

d) New Urea Policy, 2015 

 

Ans) c 

 

Exp)  

Nutrient Based Subsidy (NBS) programme 

for fertilizer was initiated in the year 2010. 

Under the scheme, a fixed amount of 

subsidy decided on an annual basis is 

provided on each grade of subsidized 

Phosphatic and Potassic (P&K) 

fertilizers, except for Urea, based on the 

nutrient content present in them. It is largely 

for secondary nutrients like N, P, S and K 

and micronutrients which are very important 

for crop growth and development. The 

scheme is being implemented by the 

Department of Fertilizers. 

 

Q24) Which of  the following statement(s) 

about Indian agriculture is/are correct. 

1. Growth rate of agriculture has 

consistently decreased between 2010-18. 

2. Farm mechanization can help in 

decreasing the usage of fertilisers. 

3. A farmer can save, use, sow, re-sow, 

exchange, share or sell his farm produce 

including seed of a variety protected 

under the Protection of Plant Variety and 

Farmers Right Act, 2001. 

Choose the correct answer using the codes 

given below. 

a) 1 only 

b) 1 & 3 only 



 

 

c) 1 & 2 only  

d) 2 & 3 only 

Correct answer: D 

Explanation: 

Statement 1 is incorrect: In the recent past, 

growth rates of agriculture have been 

fluctuating at 1.5 per cent in 2012-13, 5.6 

per cent in 2013-14, (-) 0.2 per cent in 2014-

15, 0.7 per cent in 2015-16 and 4.9 per cent 

in 2016-17 (PE) 

Source : Economic survey 2017-18. 

Statement 2 is correct:  Farm 

mechanization will help to enhance the 

overall productivity and production with the 

lowest cost of production. Farm 

mechanization can help in 15-20 per cent 

savings in seeds, 15- 20 per cent savings in 

fertilizers, 5-20 increase in cropping 

intensity, 20-30 per cent savings in time, 20- 

30 per cent reduction in manual labour and 

10- 15 per cent overall increase in farm 

productivity.  

Source: Yojana june 2014 

Statement 3 is correct: Farmers’ Rights 

under The Protection of Plant Varieties 

and Farmers’ Rights Act, 2001 (PPVFR 

Act) 

● A Farmer who has evolved or developed 

a new variety is entitled for registration 

and protection in like manner as a 

breeder of a variety; 

● Farmers variety can also be registered as 

an extant variety; 

● A farmer can save, use, sow, re-sow, 

exchange, share or sell his farm 

produce including seed of a variety 

protected under the PPV & FR Act, 

2001 in the same manner as he was 

entitled before the coming into force of 

this Act provided farmer shall not be 

entitled to sell branded seed of a variety 

protected under the PPV&FR Act, 2001; 

● Farmers are eligible for recognition and 

rewards for the conservation of Plant 

Genetic Resources of land races and 

wild relatives of economic plants; 

● There is also a provision for 

compensation to the farmers for non-

performance of variety under Section 39 

(2) of the Act, 2001 and 

● Farmer shall not be liable to pay any fee 

in any proceeding before the Authority 

or Registrar or the Tribunal or the High 

Court under the Act 

 

Q25) Consider the following statement(s) 

about Dwarf firms mentioned  in Economic 

survey 2019-20 

1. These are the  firms with less than 100 

workers and more than ten years old. 

2. These are small firms with huge 

potential to grow. 

3. These firms do not enjoy the benefits 

reserved for small firms but create the 

most jobs . 

Which of the above given statement(s) about 

dwarf firms is/are correct. 

a) 1 Only  

b) 2 Only  

c) 2 and 3 only  

d) 1 and 3 only 

 

Correct answer: A 

 

Statement 1 is correct: The survey 

highlighted that dwarf firms — those that 

are older than 10 years and have less than 

100 employees.  

Statement  2 is incorrect:The need of the 

hour is to give incentives to infant firms, 

which not only create more employment 

opportunities but also have the potential to 

grow, instead of nourishing dwarfs — the 

small but older firms that never grow. 

Statement 3 is incorrect: when benefits 

reserved for small firms are eliminated, 

younger and larger entrants create the most 

jobs while older and smaller incumbents 

destroy the maximum jobs. Together with 

the fact that older and smaller firms utilize 



 

 

the reservation policies the most, this 

evidence highlights further that benefits 

provided to small scale firms irrespective of 

their age create perverse incentives for firms 

to remain dwarfs and thereby limit their 

contribution to jobs.  

Refer: Economic survey 2019-20 

Alsorefer: 

https://www.thehindubusinessline.com/com

panies/msme/focus-shift-from-dwarf-

entities-to-infant-firms-must-to-create-jobs-

foster-growth-survey/article28281540.ece 

 

Q26) Consider the following statement(s) 

about code on wages 2019. 

1. The Code will not be applied to all 

employees. 

2. Only the Central Government can take 

wage related decisions regarding all 

kinds of employments. 

3. The minimum wages decided by the 

central or state governments must be 

higher than the floor wage. 

Which of the following statement(s) about 

code on wages 2019 is/are incorrect? 

a) 2 only 

b) 1 and 2 only  

c) 2 and 3 only 

d) All of the above 

 

Correct answer: B 

Explanation: 

Statement 1 is incorrect: Coverage: The 

Code will apply to all employees. 

Statement 2 is incorrect: The central 

government will make wage-related 

decisions for employment such as railways, 

mines, and oil fields, among others.  State 

governments will make decisions for all 

other employments. 

Statement 3 is correct: The minimum 

wages decided by the central or state 

governments must be higher than the floor 

wage. In case the existing minimum wages 

fixed by the central or state governments are 

higher than the floor wage, they cannot 

reduce the minimum wages. 

 

Source: http://prsindia.org/billtrack/code-

wages-2019 

 

Q27) Which of the following steps can be 

taken to control inflation? 

1. Delisting fruits and vegetables from 

APMC act. 

2. Ban on export of food items and 

reduction of import duty on essential 

commodities. 

3. Increases rate of interest on borrowings 

for commercial banks. 

4. By selling government securities to 

commercial banks 

Choose the correct answer using the codes 

given below. 

a) Only 1 and 4 

b) Only 2 and 3 

c) Only 1, 2 and 3 

d) All of the above 

 

Correct answer: D 

 

Explanation: 

Statement 1 is correct: Delisting of fruits 

and vegetables from mandis run by the 

APMC could lower the kitchen budget by 

6%, which could help in improving the 

supply and controlling inflation. 

Statement 2 is correct:  Restricting export 

of several essential items increases the 

supply of commodity in the domestic 

market, which helps in reducing inflation. 

Statement 3 is correct:In monetary policy, 

the central bank increases the rate of interest 

on borrowings for commercial banks. As a 

result, commercial banks increase their rate 

of interests on credit for the public. In such a 

situation, individuals prefer to save money 

instead of investing in new ventures. 

Statement 4 is correct:Performing Open 

Market Operations (OMO): 

https://www.thehindubusinessline.com/companies/msme/focus-shift-from-dwarf-entities-to-infant-firms-must-to-create-jobs-foster-growth-survey/article28281540.ece
https://www.thehindubusinessline.com/companies/msme/focus-shift-from-dwarf-entities-to-infant-firms-must-to-create-jobs-foster-growth-survey/article28281540.ece
https://www.thehindubusinessline.com/companies/msme/focus-shift-from-dwarf-entities-to-infant-firms-must-to-create-jobs-foster-growth-survey/article28281540.ece
https://www.thehindubusinessline.com/companies/msme/focus-shift-from-dwarf-entities-to-infant-firms-must-to-create-jobs-foster-growth-survey/article28281540.ece
http://prsindia.org/billtrack/code-wages-2019
http://prsindia.org/billtrack/code-wages-2019


 

 

Refers to one of the important methods used 

by the central bank to reduce the credit 

creation capacity of commercial banks. The 

central bank issues government securities to 

commercial banks and certain private 

businesses. 

In this way, the cash with commercial banks 

would be spent on purchasing government 

securities. As a result, commercial bank 

would reduce credit supply for the general 

public. 

http://www.economicsdiscussion.net/inflatio

n/measures-for-controlling-inflation-with-

diagram/4075 

Also refer: https://www.business-

standard.com/article/markets/delisting-of-

fruits-veggies-to-make-them-cheap-

116072000040_1.html 
 

https://www.business-

standard.com/article/economy-

policy/reduce-import-duty-on-food-items-to-

curb-inflation-jalan-111062900225_1.html 

 

Q28) With reference to five year plans, 

which of the following statement(s) is/are 

correct? 

1. Agriculture was given more priority than 

industry in third five year plan. 

2. Production of food grains increased in 

first five year plan. 

3. NABARD was established during sixth 

five year plan rural development. 

Choose the correct answer using the codes 

given below 

a) 1 and 2 only 

b) 2 and 3 only 

c) 1 and 3 only 

d) All of the above 

Correct answer: D 

Explanation:  

Statement 1 is correct:Third 5 year Plan ( 

1961-66) gave a Predominant emphasis to 

agriculture. One of the major objectives of 

the Plan was to achieve self-sufficiency in 

food grains and to increase agricultural 

production. 

Statement 2 is correct: Production of food-

grains increased by 36 per cent in a short 

span of five years under the first five year 

plan (1951-56) 

Statement 3 is correct: The National Bank 

for Agriculture and Rural Development 

(NABARD) was set up in July 1982 during 

the sixth 5 year plan (1980-85). The aim is 

to promote institutional credit and boost 

rural economy. Also, to promote sustainable 

and equitable agriculture and rural 

development through participative financial 

and non-financial interventions, innovations, 

technology and institutional development for 

securing prosperity. 

source:http://www.economicsdiscussion.n

et/india/agriculture-india/development-of-

agriculture-under-5-year-plans-in-

india/21674 

Q29) Which of the following will be the 

least likely implication, if the government 

starts providing social assistance to every 

citizen of the country under the Social 

Security Scheme? 

a) Increase employment in the country 

b) Reduction in nutrition-related issue 

c) Increase in per capita income of the 

citizen 

d) Improve the living standard of the 

citizens 

 

Answer: A 

Explanation: 

● Social security is essential for the well-

being of people and society. Social 

http://www.economicsdiscussion.net/inflation/measures-for-controlling-inflation-with-diagram/4075
http://www.economicsdiscussion.net/inflation/measures-for-controlling-inflation-with-diagram/4075
http://www.economicsdiscussion.net/inflation/measures-for-controlling-inflation-with-diagram/4075
https://www.business-standard.com/article/markets/delisting-of-fruits-veggies-to-make-them-cheap-116072000040_1.html
https://www.business-standard.com/article/markets/delisting-of-fruits-veggies-to-make-them-cheap-116072000040_1.html
https://www.business-standard.com/article/markets/delisting-of-fruits-veggies-to-make-them-cheap-116072000040_1.html
https://www.business-standard.com/article/markets/delisting-of-fruits-veggies-to-make-them-cheap-116072000040_1.html
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security measures will have far-reaching 

benefits in the form of reducing infant 

and maternal mortality rates, improving 

productivity and promoting a sense of 

pride and self-respect amongst the 

citizens.   

● Such measures will help in eradicating 

poverty to some extent and also 

improve the living standards of the 

individual. Starting from the minimal 

level of providing protection against 

health and life hazards in work 

situations, it can progressively be 

extended to social security welfare 

measures involving the provision of 

better health care, maternity care, 

old-age provisions, etc. Such social 

security can, and perhaps, be 

extended to one and all, resulting in 

an increase in the per capita income of 

an individual. 

● Providing Social assistance under the 

Social Security Scheme does not have 

any relation with employment 

generation in the country as it 

provides individuals with a degree of 

income security when faced with the 

contingencies of old age, survivorship, 

incapacity, disability, unemployment 

or rearing children. 

● Food and nutrition programs may supply 

funds, to provide easier access to food in 

general. Additional nutritional 

assistance provides food-specific 

benefits to ensure pregnant women 

and young children have access to 

healthy food options to promote 

growth and development. 

 

Q30) Theterm ‘Standstill Clause and 

Ratchet Clause’ , which is often in the 

news is related to : 

a) Prohibit proliferation of Nuclear 

Technology 

b) Intercountry movement of tourist 

without the requirement of Visa 

c) Provision of anti-dumping on product 

import from China 

d) Provision to liberalize Service Trade  

 

Answer: D 

Explanation: 

● Standstill Clause and Ratchet Clause 

introduced by the Trade-in Service 

Agreement(TISA) aims to liberalize 

services trade beyond what WTO 

permits. The ‘Standstill Provision’ 

instructs a member to retain the current 

level of domestic liberalization in 

services and the member can’t reverse it 

in the future. ‘Ratchet Provision’ 

requires a commitment to future policy 

changes by the member country. 

Recently India was negotiating with 

RCEP countries on the Standstill 

Clause and Ratchet Clause. 

 

Q 31) Consider the following statement in 

the context of the Harmonised System (HS) 

Code 

1. Harmonized System Code is an 

international standardized system of 

names and numbers to classify traded 

products. 

2. It is a Twelve-digit identification code.  

3. Harmonized code is developed by the 

World Trade Organization (WTO). 

Which of the statements given above is/are 

Incorrect? 



 

 

a) 1 and 2 only 

b) 1 and 3 only 

c) 2 and 3 only 

d) All of the above 

 

Ans: c 

Explanation: 

● Statement 1 is Correct: The Harmonized 

Commodity Description and Coding 

System generally referred to as 

"Harmonized System" or simply "HS" is 

a multipurpose international product 

nomenclature standardized system of 

names and numbers to classify traded 

products. 

● Statement 2 and 3 are Incorrect: The 

HS code consists of 6-digits organized 

logically by economic activity or 

component material. The Harmonised 

System of Code is developed by the 

World Customs Organization (WCO). 

 

Q 32) The term‘Auto Trigger Safeguard 

Mechanism’ sometimes seen in the news is 

related to 

a) Shanghai Cooperation Organisation 

b) European Union 

c) Regional Comprehensive Economic 

Partnership 

d) Organization for Economic Cooperation 

and Development 

Answer: C 

 

Explanation: 

● To protect the domestic industry, India 

proposed the ‘auto-trigger’ Safeguard 

Mechanism to check import surges 

under the Regional Comprehensive 

Economic Partnership(RCEP) Free 

Trade Agreement. According to it, in 

case there is a flood of imports (once 

duties are eliminated or reduced for 

RCEP members), after reaching a certain 

threshold, the auto-trigger of safeguard 

duties on imports should be initiated. 

Through this India can accord some 

protection to its local industry. 

 

Q33) The term ‘Phase One Trade Deal’ 

sometimes seen in the news is related to: 

a) India and RCEP countries - For reducing 

the trade deficit. 

b) India and the EU - For expediting 

negotiations of broad-based Bilateral 

Trade and Investment Agreement 

(BTIA). 

c) USA and China - For increasing Chinese 

purchases of American goods. 

d) Iran and EU - For surpassing sanctions 

imposed by the USA on Iran 

Correct Answer: C 

Explanation:China has agreed to buy 

hundreds of billions of dollars worth of 

products from the United States as part of 

their "phase one" trade deal. 

The agreementwill have Beijing purchase an 

additional $200 billion of US goods and 

services over the next two years. 

The increase in purchases will be compared 

to 2017, before the trade war started. China 

imported over $185 billion in total US goods 

and services that year. 

In exchange, Washington has agreed to 

reduce tariffs on $120 billion in Chinese 

products from 15% to 7.5%. 

Taken together, the phased purchases by 

China would result in a dramatic surge in 

US exports. Total exports to China would 

increase to over $260 billion in 2020, and 



 

 

roughly $310 billion in 2021 if the deal 

holds. 

 

Q34) With reference tothe PM-AASHA 

Scheme, Consider the following statement 

1. The PM-AASHA Scheme aimed at 

ensuring remunerative prices to the 

farmers for their produce. 

2. Under the Price Support Scheme, a 

component of PM-AASHA, physical 

procurement of Wheat, Cotton and 

Soybean will be done by Central Nodal 

Agencies. 

3. Under the PDPS(Price Deficiency 

Payment Scheme), the state will procure 

pulses, oilseeds and copra. 

Which of the statement(S) given above 

is/are Incorrect? 

a) 2 and 3 only 

b) 3 only 

c) 1 and 3 only 

d) 1, 2 and 3 

 

Answer: A 

Explanation: 

● Statement 1 is Correct: The Central 

Government launched anumbrella 

scheme “Pradhan Mantri 

AnnadataAaySanraksHan Abhiyan” 

(PM-AASHA) to give a major boost to 

pro-farmer initiatives of Government. 

The Scheme is aimed at ensuring 

remunerative prices to farmers for their 

produce.The three components outlined 

under the scheme is thus aimed towards 

enhancing agricultural productivity and 

reducing the cost of cultivation which 

will enable boosting and securing 

farmer’s income in the long run. 

● Price Support Scheme (PSS) 

● Price Deficiency Payment Scheme 

(PDPS) 

● The pilot of Private Procurement 

&Stockist Scheme (PPPS) 

● Statement 2 is Incorrect: Under the 

PSS, Central nodal agencies will 

procure pulses, oilseeds and copra 

with proactive role of state 

governments. The Food Corporation of 

India (FCI) and the National 

Agricultural Cooperative Marketing 

Federation of India (NAFED) will help 

implement the scheme. 

● Statement 3 is Incorrect: Under the 

PDPS (Price Deficiency Payment 

Scheme), the state will provide the 

difference between the prices 

prevailing in mandis and the MSP. All 

oil-seeds are to be covered under 

PDPS. There will be no physical 

procurement of crops. 

 

 

Q.35) Which of the following is not a part of 

proposed ASEAN+3 grouping, recently seen 

in the news? 

a) China  

b) India 

c) Japan  

d) South Korea 

 

Ans) b 

 

Exp)China has started pushing for a free 

trade pact between ASEAN + 3 (which 

includes the ten-member ASEAN, China, 

Japan and South Korea) at the East Asia 

Summit. This would effectively mean that 

among the 16 countries negotiating the 

Regional Comprehensive Economic 

Partnership (RCEP), all except India, 



 

 

Australia and New Zealand would get 

included in the proposed pact. 

 

Q.36) With reference to India’s Anti-Trust 

Regulation Framework consider the 

following statements: 

1. India’s current antitrust law is 

Monopolistic and Restrictive Trade 

Practices Act of 1969. 

2. The Act prohibits abuse of dominant 

position by enterprises which causes an 

appreciable adverse effect on 

competition within India. 

Select the correct answer from the codes 

given below 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

Ans: b)  

Explanation:  

India’s Anti-Trust Regulation 

Framework 

● Statement 1 is incorrect: The 

Competition Act, 2002 is India’s 

antitrust law. It replaced 

the Monopolistic and Restrictive Trade 

Practices Act of 1969. 

● The Act prohibits: anti-competitive 

agreements; abuse of dominant position 

by enterprises; and regulates 

combinations (Mergers and Acquisition), 

which causes or likely to cause an 

appreciable adverse effect on 

competition within India. Hence 

Statement 2 is correct. 

● From the provisions under the 

Competition Act, 2002, the central 

government has established Competition 

Commission of India in 2003 which acts 

as a watchdog of free market economy. 

● In 2018, The Competition Commission 

of India (CCI) has also imposed Rs.136 

crore fine on Google for unfair business 

practices and for infringing antitrust 

conduct in India. 

 

Q.37) Which of the following are the 

benefits of the Green Credit Scheme? 

1. It allows forests to be traded as a 

commodity.  

2. It allows the Forest Department to 

outsource one of its responsibilities of 

reforesting to non-government agencies. 

Select the correct answer from the codes 

given below 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

 

Answer: c 

Explanation:   

About Green Credit Scheme – 

● It has not been implemented as of now. 

● It allows agencies to identify land and 

begin growing plantations. After three 

years, they would be eligible to be 

considered as compensatory forest land 

● An industry needing forest land could 

then approach the agency and pay it for 

parcels of such forested land, and this 

would then be transferred to the Forest 



 

 

Department and be recorded as forest 

land. 

Benefits of the Scheme 

● This allows “forests” to be traded as a 

commodity. (Statement 1 is Correct) 

● The Scheme allows the Forest 

Department to outsource one of its 

responsibilities of reforesting to non-

government agencies.(Statement 2 is 

Correct) 

● It thus fast tracks industrial projects and 

enhances ease of doing business without 

compromising on the environmental 

assets of the Nation.  

Q.38) Consider the following statements 

Asian Development Bank (ADB) 

1. Japan and India hold the largest 

proportion of shares ADB. 

2. It provides financing to both Sovereign 

Nations and private companies. 

Which of the statement(s) given above is/are 

correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

Answer: b 

Asian Development Bank (ADB) 

The Asian Development Bank (ADB) is 

a regional development bank established 

on 19 December 1966. 

ADB is headquartered in Manila, 

Philippines. It aims to promote social and 

economic development in Asia. 

ADB now has 67 members, of which 48 are 

from within Asia and the Pacific and 19 

outside. 

It is modeled on the World Bank and has a 

similar weighted voting system where votes 

are distributed based on member’s capital 

subscriptions. 

Statement 1 is Incorrect: As of 31 

December 2018, Japan and the United States 

hold the largest proportion of shares at 

15.571%. China holds 6.43%, India holds 

6.32%, and Australia holds 5.77%. 

Statement 2 is Correct: ADB provides 

financing to both Sovereign Nations and 

private companies. 

 

Q.39)  Consider the following statements 

about Regulatory Sandbox 

1. It refers to live testing of new products 

or services in a controlled environment 

for which regulators may (or may 

not)permit certain regulatory relaxations 

for the limited purpose of the testing. 

2. RBI will launch the sandbox for entities 

involved in money transfer services, 

digital know-your customer, crypto 

currency, credit registry and credit 

information. 

Which of the statement(s) given above is / 

are correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

Answer: a 



 

 

Regulatory sandbox 

● The Reserve Bank of India (RBI) 

recently issued the final framework for 

regulatory sandbox 

● Statement 1 is Correct: A regulatory 

sandbox usually refers to live testing of 

new products or services in a 

controlled/test regulatory environment 

for which regulators may permit certain 

regulatory relaxations for the limited 

purpose of the testing. 

● The objective of the sandbox was 

to foster responsible 

innovation in financial services, promote 

efficiency and bring benefit to 

consumers. 

● RBI will launch the sandbox for entities 

that meet the criteria of minimum net 

worth of ₹25 lakh as per their latest 

audited balance sheet 

● The entity should either be a company 

incorporated and registered in the 

country or banks licensed to operate in 

India. 

● While money transfer services, digital 

know-your customer, financial inclusion 

and cybersecurity products are included, 

crypto currency, credit registry and 

credit information have been left out. 

(Statement 2 is Incorrect) 

Q.40) The Injeti Srinivas Committee 

appointed by the Union Government deals 

with which of the following issues? 

a) Recapitalization of Public Sector banks 

b) Economic Capital Framework for RBI 

c) Cryptocurrency 

d) Reviewing of Corporate Social 

Responsibility 

Answer: d 

Explanation: Corporate Social 

Responsibility (CSR) 

Centre had recently amended the Company 

Law to make CSR spend mandatory for 

companies. It also stipulated that non-

compliance could be treated as a criminal 

offence and attract penalties. 

A High-Level Committee CSR constituted 

in Sep 2018 under the chairmanship of Injeti 

Srinivas to review the existing framework 

on CSR has submitted its report 

Some of its recommendations include the 

following:  

● CSR spends should be eligible for tax 

deduction under the income tax 

law. Currently, income tax law does not 

allow CSR spends as tax deductible 

amount. 

● Allowing the carry-forward of unspent 

balance for a period of 3-5 years 

● Aligning Schedule 7 of the Companies 

Act (which outlines the kinds of 

activities that qualify as CSR) with 

the UN Sustainable Development Goals. 

● Companies having CSR-prescribed 

amount below ₹50 lakh may be 

exempted from constituting a CSR 

Committee 

● Violation of CSR compliance may be 

made a civil offence and shifted to the 

penalty regime. 

● Introducing impact assessment 

studies for CSR obligations of ₹5 crore 

● Registration of implementation 

agencies on the Ministry of Corporate 

Affairs portal 



 

 

Q.41) Which among the following 

statement/s is/are true in regard to FDI and 

FII?  

1. FDI brings foreign capital, technology 

and management, FII brings only foreign 

Capital. 

2. In FII, investments flow into stock 

market whereas in FDI, investments 

flow directly in primary market. 

3. FDI investments are more stable 

compared to FIIs. 

 Choose the correct answer using the codes 

given below  

a) 1 only  

b) 1 and 2 only  

c) 2 and 3 only  

d) 1, 2 and 3 

Answer: d 

Explanation:  

All Statements are Correct 

The first notable difference is that while FDI 

brings foreign capital, technology and 

management, FII brings only foreign capital. 

FDI (Foreign Direct Investment) is when a 

foreign company invests in India directly by 

setting up a wholly owned subsidiary or 

getting into a joint venture, and conducting 

their business in India. FII is when foreign 

investors invest in the shares of a company 

that is listed in India, or in bonds offered by 

an Indian company. 

 FDI brings in funds with long term 

commitments and are more stable compared 

to FIIs. This means that FII does not come 

with long term commitment. This also 

means that the money invested in India via 

FII can be taken back more easily than FDI. 

Thus, there is always a risk of flight of 

capital in terms of FII outflows but not 

generally in FDIs. 

Q.42) Consider the following options  

1. Agriculture infrastructure.  

2. Remote village electrification.  

3. Renewable Energy. 

Loans to which of the above categories by 

commercial banks, will qualify as Priority 

Sector Lending? 

a) 1 and 2 only 

b) 2 and 3 only  

c) 1 only 

d) 1, 2 and 3  

 Answer: D 

EXPLANATION:  

Priority Sector refers to those sectors of the 

economy which may not get timely and 

adequate credit in the absence of this special 

dispensation. Priority Sector Lending is an 

important role given by the Reserve Bank of 

India (RBI) to the banks for providing a 

specified portion of the bank lending to a 

few specific sectors like agriculture and 

allied activities, micro and small enterprises, 

poor people for housing, students for 

education and other low income groups and 

weaker sections.. This is essentially meant 

for an all round development of the 

economy as opposed to focusing only on the 

financial sector. 

 The objective of Priority Sector Lending 

(PSL) is to ensure that adequate institutional 



 

 

credit flows into some of the vulnerable 

sectors of economy. The current Priority 

Sector target for domestic scheduled 

commercial banks and foreign banks with 20 

branches and above are 40 % of Adjusted 

Net Bank credit. Foreign bank with less than 

20 branches has to achieve priority sector 

target of 40 % in a phased manner. Export 

credit, renewable energy, agriculture, micro 

and small enterprises, education, housing etc 

come under the PSL.  

Priority Sector includes the following 

categories:  

1. Agriculture 

2. Micro, Small and Medium Enterprises 

3. Export Credit  

4. Education  

5. Housing 

6. Social Infrastructure  

7. Renewable Energy  

8. Others 

Q.43)  Consider the following with 

reference to Non-Performing Assets (NPA) 

1) Doubtful assets are those assets which 

are uncollectible. 

2) 2. Substandard assets are those assets 

which has remained NPA for a period 

less than or equal     to 12 months. 

3) 3. Loss assets are those assets which 

have remained in substandard category 

for a period of 12   months.  

Choose the incorrect statement/s using the 

codes given below 

a) 1 and 2  

b) 2 and 3 

c) 1 and 3  

d) None of the above  

 

Answer:  (c)  

Explanation: An asset is called as an Non-

performing asset (NPA): when the Loan or 

advance for the principal or interest payment 

remained overdue for a period of more than 

90 days in respect of term loan.  

OR when Loan or advance for which the 

principal or interest payment remains 

overdue for two harvest seasons but for a 

period of not exceeding two-and-half years 

in case of agricultural loan  

It is defined as a credit facility in respect of 

which the interest and/or instalment of 

principal has remained ‘past due’ for a 

specified period of time. In simple terms, an 

asset is tagged as non-performing when it 

ceases to generate income for the lender. 

Substandard assets: Assets which has 

remained Non Performing assets (NPA) for 

a period less than or equal to 12 months.  

Doubtful assets: An asset would be 

classified as doubtful if it has remained in 

the substandard asset category for a period 

of 12 months.  

Loss assets: As per RBI, "Loss asset is 

considered uncollectible and of such little 

value that its continuance as a bankable 

asset is not warranted, although there may 

be some salvage or recovery value. 

Q.44) Which of the following is an umbrella 

organisation for all retail payments in India?  

a) Unified Payment Interface (UPI) 

b) Aadhaar Payments Bridge System 

(APBS) 

c) National Payments Corporation of India 

(NPCI) 

d) National Financial Switch (NFS) 



 

 

Answer: (c) 

Explanation:  

The National Payments Corporation of India 

(NPCI) is the umbrella organisation for all 

retail payment systems in India, which 

aims to allow all Indian citizens to have 

unrestricted access to e-payment services.  

NPCI is a not-for-profit organisation 

registered under section 8 of the Companies 

Act 2013 . The organisation is owned by a 

consortium of major banks, and has been 

promoted by the country’s central bank, the 

Reserve Bank of India .  

Its recent work of developing Unified 

Payments Interface aims to move India to a 

cashless society with only digital 

transactions. It has successfully completed 

the development of a domestic card payment 

network called RuPay , reducing the 

dependency on international card schemes. 

The RuPay card is now accepted at all 

ATMs , Point-of-Sale terminals and most of 

the online merchants in the country. More 

than 300 cooperative banks and the Regional 

Rural Banks (RRBs) in the country have 

also issued RuPay ATM cards. A variant of 

the card called ‘ Kisan Card ’ is now being 

issued by all the Public Sector Banks The 

newest and most advanced addition to the 

NPCI revolution is the Unified Payments 

Interface (UPI) which was launched on 11 

April 2016. 

 

Q.45) India's Forex reserves has recently 

crossed $450 billion mark. Which of the 

following factors have contributed to high 

growth in Forex reserves of India? 

1. The surge in the Gold Reserves. 

2. Increased Special drawing rights (SDR) 

with the International Monetary Fund 

(IMF). 

3. Increased reserve position of India with 

the IMF.  

4. Increase in Foreign Currency Assets. 

Answer using the codes given below 

a)2,3 and 4 only 

b) 3 and 4 only 

c)1,2 and 3 only 

d) All of the above 

Ans) d 

Exp) India's Forex reserves crossed the 

$450-billion mark for the first time ever on 

the back of strong inflows. It enabled the 

central bank to buy dollars from the market 

which enabled it to check any sharp 

appreciation of the rupee. 

 All of the above factors have led to 

increment in the Forex reserves of India. 

https://www.jatinverma.org/indias-forex-

reserves-cross-450-billion-for-the-first-time 

 

Q.46) In the context of India, the 

Acquisition and Cross-Servicing Agreement 

sometimes seen in news, is  

a) Land swap agreement between India and 

Bangladesh. 

b) Acquisition of foreign bank by Indian 

Banking Firms. 

c) The proposed logistic agreement 

between India and Japan. 

d) Tri-service theatre command of the 

Indian Armed Forces in acquired Island 

by India. 

https://www.jatinverma.org/indias-forex-reserves-cross-450-billion-for-the-first-time
https://www.jatinverma.org/indias-forex-reserves-cross-450-billion-for-the-first-time


 

 

Ans) c 

Exp)  

In a joint statement issued at the end of a 

bilateral summit meeting in Tokyo between 

Indian Prime Minister Narendra Modi and 

his Japanese counterpart, Shinzo Abe, India 

and Japan agreed to begin formal 

negotiations over a so-called acquisition and 

cross-servicing agreement (ACSA), which 

would allow the Indian military and the 

Japan Self Defense Force (JSDF) to use 

each other’s bases for logistical support. 

Q.47) Consider the following statements 

regarding the Independent Director’s 

Databank  

1) It has been created specifically for the 

existing independent directors employed 

in a company.  

2) Databank has been created under 

company law. 

3) The Indian Institute for Corporate 

Affairs (IICA) will maintain the 

Databank portal. 

Which of the above statement(s) is/are 

correct? 

a) 1 and 3 only 

b) 1 and 2 only 

c) 2 and 3 only 

d) All of the above 

Ans) c 

Exp) 

Statement 1 is incorrect. – Databank of 

independent directors will be a 

"comprehensive repository" of existing as 

well as those eligible to be independent 

directors. 

Statement 2 is correct – Data Banks has 

been set up under the Companies Act, 2013, 

independent directors are required to register 

themselves with the databank within three 

months from December 1, as per rules 

notified by the corporate affairs ministry. 

Statement 3is correct – The Indian Institute 

for Corporate Affairs (IICA) will maintain 

the Databank portal. 

 

Q.48) Consider the following statements 

with reference to India's first exchange-

traded fund, Bharat Bond ETF 

1) It is a basket of bonds issued by central 

and state governments. 

2) It is a tax-efficient short-term investment 

option. 

Which of the above statement(s) is/are 

incorrect? 

a)1 only 

b)2 only 

c)Both 1 and 2 

d)Neither 1 and 2 

Ans) c 

Exp) 

Both Statements are Incorrect: 

Bharat-ETF will be a basket of bonds issued 

by Central Public Sector Undertakings 

(CPSUs), Central Public Sector 

Enterprises (CPSEs), Central Public 

Financial Institutions (CPFIs) other 

government organizations. 

 The bond ETF will be taxed as the same 

rate like debt mutual funds, leading to an 

after-tax yield of around 6.3 per cent and 7 



 

 

per cent for three years and 10 years, 

respectively. 

 Bharat Bond ETF would be a tax-efficient 

long-term investment option for 

conservative debt fund investors. 

https://economictimes.indiatimes.com/marke

ts/bonds/bharat-bond-etf-why-to-invest-and-

who-should-

invest/articleshow/72487756.cms?from=mdr 

Q.49) With reference to the recent trade war 

among countries, what does “trade 

diversion” means?  

a) It occurs when tariff agreements cause 

imports to shift from low-cost countries 

to higher cost countries. 

b) It occurs when tariff agreement help 

shifting from developed nations to 

developing nations. 

c) It occurs when tariff agreement help 

shifting their bases to the tax haven. 

d) It occurs when there is a breach of tariff 

agreement. 

Ans) a 

Exp) Trade diversion occurs when tariff 

agreements cause imports to shift from low-

cost countries to higher cost countries. Trade 

diversion is considered undesirable because 

it concentrates production in countries with 

a higher opportunity cost and lower 

comparative advantage. 

Q.50) Consider the following statements 

with reference to remittances 

1) Remittances are the component of the 

capital account included in the Balance 

of payment. 

2) India is one of the highest remittance 

receiving country just behind China. 

Which of the above statement(s) is/are 

incorrect? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 and 2 

Ans)c 

Exp)According to World Migration Report 

2020,India continues to retain its position as 

the world's top recipient of remittances, with 

its diaspora sending back $78.6 billion in 

2018. China was next in line, with 

remittances of $67.41 billion. 

India’s remittances equal to nearly 3% of the 

country’s GDP. 

Remittances are a component of the current 

account included in the Balance of 

payment. 

https://www.jatinverma.org/remittancesindia

s-largest-recipient 

Q.51) With reference to Micro, Small and 

Medium Enterprises Development 

(Amendment) Bill, 2018, consider the 

following statement 

1. The main aim of the bill is to introduce a 

uniform classification for all MSMEs 

based on the investment.  

2. The classification will exclude the 

service-providing enterprises. 

https://economictimes.indiatimes.com/markets/bonds/bharat-bond-etf-why-to-invest-and-who-should-invest/articleshow/72487756.cms?from=mdr
https://economictimes.indiatimes.com/markets/bonds/bharat-bond-etf-why-to-invest-and-who-should-invest/articleshow/72487756.cms?from=mdr
https://economictimes.indiatimes.com/markets/bonds/bharat-bond-etf-why-to-invest-and-who-should-invest/articleshow/72487756.cms?from=mdr
https://economictimes.indiatimes.com/markets/bonds/bharat-bond-etf-why-to-invest-and-who-should-invest/articleshow/72487756.cms?from=mdr
https://www.jatinverma.org/remittancesindias-largest-recipient
https://www.jatinverma.org/remittancesindias-largest-recipient


 

 

Which of the statements given above is/are 

correct, answer using the codes given below 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

Ans) d 

Statement 1 is incorrect. The Bill 

introduces a uniform classification for all 

MSMEs on the basis of their annual 

turnover from the existing based on 

'investment in plant and machinery or 

equipment'. 

Proposed Classification: 

 Micro – Upto 5 Cr. Turnover 

Small – 5cr.- 75cr. Turnover 

Medium – 75 cr.- 250cr. Turnover 

Current Classification based on Investment: 

Manufacturing  

Micro ( Upto 25 Lakh), Small( 25 Lakh – 5 

Crore) and Medium ( 5 – 10 Crore) 

Services 

Micro ( Upto 10 Lakh), Small ( 10 Lakh – 2 

crore) and Medium ( 2-5 Crore)  

Statement 2 is incorrect. Under the Bill, all 

MSMEs, whether they are manufacturing or 

service-providing enterprises, will be 

classified. Micro, Small and Medium 

Enterprises Development Act, 2006 

classifies micro, small and medium 

enterprises (MSMEs) on the basis of 

investment.  

Q.52) With reference to the Securities and 

Exchange Board of India (SEBI), consider 

the following statements 

1) It protects the interests of investors in 

securities. 

2) It regulates the Collective Investment 

schemes. 

3) It is the only grievance redressal 

mechanism for investors. 

Which of the statement(s) given above is/are 

correct, answer using the codes given below 

a) 1 and 3 only. 

b) 3 only 

c) All of the above 

d) 1 and 2 only. 

 

Ans) d 

Exp) Statements 1 is correct. The 

Securities and Exchange Board of India was 

established on April 12, 1992 in accordance 

with the provisions of the Securities and 

Exchange Board of India Act, 1992. 

The basic functions of the Securities and 

Exchange Board of India as "...to protect the 

interests of investors in securities and to 

promote the development of, and to regulate 

the securities market and for matters 

connected therewith or incidental thereto.'' 

Statement 2 is correct. Collective 

Investment Schemes are regulated by the 

Securities Exchange Board of India under 

the SEBI (Collective Investment Scheme) 

Regulations of 1999. 



 

 

Statement 3 is incorrect. Investors can 

lodge a complaint for their grievances at 

Securities & Exchange Board of India 

(SEBI), Ministry of Corporate Affairs 

(MCA), Stock Exchanges and listed 

companies  

 

Q.53) Globally, India ranks first in the 

production of  

1) Milk  

2) Sheet Mica 

3) Jute  

4) Steel 

Which of the options given above is/are 

correct? 

a) 1, 2 and 3 only 

b) 2, 3 and 4 only 

c) 1 and 2 only 

d) 1 and 3 only 

Ans) a 

Exp) 

Option 1 and 2 are correct. India is the 

world's largest producer of milk, pulses and 

jute. 

Option 3 is correct. India is the largest 

producer of sheet mica in the world.  

Option 4 is incorrect. India replaces Japan 

as second top steel producer: worldsteel. 

India has replaced Japan as the world's 

second largest steel producing country, 

while China is the largest producer of crude 

steel accounting for more than 51 percent of 

production, according to World Steel 

Association (world steel). 

Q.54) Kimberley Process, recently seen in 

the news is related to 

a) Identification of forest fire prone regions 

b) Categorization of countries according to 

malnutrition levels 

c) A certification scheme that regulates 

trade in rough diamonds 

d) Identification of precious metal content 

in the ores without physical assessment. 

 Ans) c 

Exp) The Kimberley Process is a joint 

initiative involving Government, 

International Diamond Industry and Civil 

Society to stem the flow of Conflict 

Diamonds. 

With a view to find ways to stop trade in 

conflict diamonds, the world's diamond 

industry, United Nations, Governments and 

leading NGOs came together and in 

November 2002 at Interlaken, where the 

final draft of the Kimberley Process 

measures were ratified by more than fifty 

nations.  

India is one of the founder members of 

the Kimberley Process Certification 

Scheme and is the Chair of the Kimberley 

Process for the year 2019. India had earlier 

chaired KPCS in the year 2008. 

https://www.jatinverma.org/kimberley-

process-certification-scheme-kpcs 

 

https://www.jatinverma.org/kimberley-process-certification-scheme-kpcs
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Q.55) To prevent another economic crisis 

talks on introduction of negative interest 

rates are gaining ground. Which of the 

following can be the impact(s) of negative 

interest rates? 

1) Weakening of the country’s currency. 

2) Reduction in the lenders profit which 

eventually lead  to reduction in the  

lending activities of banks. 

Answer using the codes given below 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 and 2 

Ans)c 

Exp)A negative interest means instead of the 

bank paying you money to keep in a savings 

account, you pay the bank to do so. It also 

means that anyone can borrow money 

from the bank and pay back less than 

what they borrowed. 

Impact: 

1) Penalize Financial Institution: Negative 

rates are meant to penalize financial 

institutions for parking money with 

the central bank where they will have 

to pay rather than earn interest.  

2) Weakening the Country’s Currency: 

Negative interest rate encourages lower 

borrowing costs to businesses and 

consumers that intern lead to the 

weakening of the country’s currency. 

3) Effects on Bank lending: Negative rates 

eat lenders’ profits, which could, if the 

measure were sustained, eventually force 

banks to stop lending. 

https://www.jatinverma.org/negative-

interest-rates 

Q.56) Externality is often cited as a reason 

as to why GDP is not a good indicator of 

social welfare. What does it mean? 

1. Calculation of GDP does not take into 

account non-monetary services. 

2. Income or GDP may not be well 

distributed in all social sections of the 

population. 

Which of the above is/are correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) None of the above 

Ans: D 

Solution: The above statements are 

criticisms of GDP, but they do not mean 

Externalities. Externalities refer to the 

benefits (or harms) a firm or an individual 

causes to another for which they are not paid 

(or penalized). 

Externalities do not have any market in 

which they can be bought and sold. For 

example, let us suppose there is an oil 

refinery which refines crude petroleum and 

sells it in the market. The output of the 

refinery is the amount of oil it refines. We 

can estimate the value added of the refinery 

by deducting the value of intermediate 

goods used by the refinery (crude oil in this 

case) from the value of its output. 

The value added of the refinery will be 

counted as part of the GDP of the economy. 

https://www.jatinverma.org/negative-interest-rates
https://www.jatinverma.org/negative-interest-rates


 

 

But in carrying out the production the 

refinery may also be polluting the nearby 

river. This may cause harm to the people 

who use the water of the river. Hence their 

utility will fall. 

Pollution may also kill fish or other 

organisms of the river on which fish survive. 

As a result the fishermen of the river may be 

losing their income and utility. Such harmful 

effects that the refinery is inflicting on 

others, for which it does not have to bear 

any cost, are called externalities. In this 

case, the GDP is not taking into account 

such negative externalities. 

Therefore, if we take GDP as a measure of 

welfare of the economy we shall be 

overestimating the actual welfare. This was 

an example of negative externality. There 

can be cases of positive externalities as well. 

In such cases GDP will underestimate the 

actual welfare of the economy. 

Source: 

http://ncert.nic.in/textbook/textbook.htm?lee

c1=0-6 

Q.57) If a nation has Positive Net foreign 

factor income (NFFI), it necessarily implies 

that 

1. More foreign people are working in the 

host country than the people of host 

country working abroad.  

2. The host country has a higher abundance 

of factors of production than the country 

where its nationals work. 

Which of the above is/are correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) None of the above 

Ans: D 

Solution: Net foreign factor income (NFFI) 

is the difference between the aggregate 

amount that a country’s citizens and 

companies earn abroad, and the aggregate 

amount that foreign citizens and overseas 

companies earn in that country. In 

mathematical terms, NFFI = GNP -GDP. 

Statement 1 is incorrect: NFIA has to do 

with income and not the number of people 

working necessarily. 

Statement 2 is incorrect: A nation might 

have scarce but highly valuable factors 

employed abroad. The same goes for the 

other nations as well. Therefore it is difficult 

to relate the magnitude of foreign income 

based on abundance of factors of 

production.  

GDP refers to all economic output that 

occurs domestically or within a nation’s 

boundaries, regardless of whether 

production is owned by a local company or 

foreign entity. GNP, on the other hand, 

measures output from the citizens and 

companies of a particular nation, regardless 

of whether they are located within its 

boundaries or overseas. For example, if a 

Japanese company has a production facility 

in the U.S., its output will count toward U.S. 

GDP, but Japan’s GNP. 

Source:https://www.investopedia.com/terms

/n/net-foreign-factor-income-nffi.asp 

Q.58) In two consecutive years if we see 

that the figure for real GDP of the latter 

http://ncert.nic.in/textbook/textbook.htm?leec1=0-6
http://ncert.nic.in/textbook/textbook.htm?leec1=0-6
https://www.investopedia.com/terms/n/net-foreign-factor-income-nffi.asp
https://www.investopedia.com/terms/n/net-foreign-factor-income-nffi.asp


 

 

year, at market prices, is twice that of the 

previous year, we may conclude that 

a) The general price level in the country 

must have doubled. 

b) The volume of production of the country 

may have doubled. 

c) The general price level and production 

both have increased by the same rate . 

d) Either (b) or (c) 

Ans: B 

Solution: 

● GDP at market prices reflects both 

production and price.It is possible that 

only prices of all goods and services 

have doubled between the two years 

whereas the production has remained 

constant. 

● Therefore, in order to compare the GDP 

figures (and other macroeconomic 

variables) of different countries or to 

compare the GDP figures of the same 

country at different points of time, we 

cannot rely on GDPs evaluated at current 

market prices. 

● For comparison we take the help of real 

GDP. Real GDP is calculated in a way 

such that the goods and services are 

evaluated at some constant set of prices 

(or constant prices). Since these prices 

remain fixed, if the Real GDP changes 

we can be sure that it is the volume of 

production which is undergoing changes. 

● Nominal GDP, on the other hand, is 

simply the value of GDP at the current 

prevailing prices. For example, suppose 

a country only produces bread. 

In the year 2000 it had produced 100 units 

of bread, the price was Rs 10 per bread. 

GDP at current prices was Rs 1,000. In 2001 

the same country produced 110 units of 

bread at price Rs 15 per bread. Therefore 

nominal GDP in 2001 was Rs 1,650 (=110 × 

Rs 15). Real GDP in 2001 calculated at the 

price of the year 2000 (2000 will be called 

the base year) will be 110 × Rs 10 = Rs 

1,100. 

Source: 

http://ncert.nic.in/textbook/textbook.htm?lee

c1=0-6 

Q.59)Which of the following correctly 

represents the characteristics of the  'Access 

Economy'? 

a) Focus on workforce participation and 

income generation by freelancers 

b) Focus on 'on-demand' access-based 

provision of goods and services 

c) Focus on the ability of individuals to 

rent or borrow goods rather than buy and 

own them 

d) Focus on reduction, reuse and recycling 

ensuring optimum resource utilisation 

Ans)c 

Exp) In general, the access economy is also 

known as collaborative consumption or 

peer-to-peer-based sharing, is a concept 

that highlights the ability of individuals to 

rent or borrow goods rather than buy and 

own them. 

Many things that were usually owned, 

whether or not by choice, are now accessed 

when needed and, thus, paid for when used.  

It enables individuals to monetize assets 

that are not being fully utilized. 

Underutilized assets range from large goods, 

http://ncert.nic.in/textbook/textbook.htm?leec1=0-6
http://ncert.nic.in/textbook/textbook.htm?leec1=0-6


 

 

such as cars and houses, to products such as 

tools, toys and clothing. 

Related Terms: 

On-demand economy: Focus on “on-

demand” (i.e. immediate and access-based) 

provision of goods and services 

Gig economy: Focus on workforce 

participation and income generation via 

“gigs”, single projects or tasks for which a 

worker is hired (limited overlap with skill 

sharing) 

Freelance economy: focus on workforce 

participation and income generation by 

freelancers, also known as independent 

workers and self-employed. 

Peer economy: focus on peer-to-peer (P2P) 

networks in the creation of products, 

delivery of services, funding and more 

Crowd economy: focus on economic 

models powered by “the crowd”, including 

but not limited to crowdsourcing and 

crowdfunding. 

https://www.jatinverma.org/the-concept-of-

access-economy 

Q.60) ‘Structural reform measures’ have 

often been talked about in the Economic 

Surveys and other government policy 

documents. Such measures consist of 

a) Reducing the role of state vis-a-vis 

private sector in the economy. 

b) Checking supply side bottlenecks by 

infrastructure creation. 

c) Cutting down investment spending by 

higher interest rates. 

d) Both (a) and (b) 

 

Ans: D 

Solution: Structural reforms address the 

fundamental weaknesses of an economy. For 

e.g. an economy might have too much state 

control. So, easing government regulation 

and promoting ease of doing business may 

be a structural reform. 

Some other such structural reforms can be: 

 Attempting higher participation of 

private capital—Indian and foreign 

 Increasing aggregate supply in the 

economy by addressing supply side 

issues 

 Improving administration of Subsidies 

 Investment Infrastructure, for e.g. 

addressing power sector woes in India 

 Fiscal Consolidation and Financial 

Inclusion 

Such reforms improve macroeconomic 

performance and ensure sustainable 

economic growth. 

Source:https://www.business-

standard.com/article/economy-

policy/indian-economy-on-life-support-

structural-reforms-need-of-the-hour-

119102700064_1.html 

Q.61) Consider the following statements 

1) Indian National Congress (INC) passed a 

resolution in Avadi Session (1955) 

declaring ‘socialist pattern of society’ as 

its goal. 

2) The Second Five-year plan (FYP) 

stressed on heavy industries in the 

development of India. 

https://www.jatinverma.org/the-concept-of-access-economy
https://www.jatinverma.org/the-concept-of-access-economy
https://www.business-standard.com/article/economy-policy/indian-economy-on-life-support-structural-reforms-need-of-the-hour-119102700064_1.html
https://www.business-standard.com/article/economy-policy/indian-economy-on-life-support-structural-reforms-need-of-the-hour-119102700064_1.html
https://www.business-standard.com/article/economy-policy/indian-economy-on-life-support-structural-reforms-need-of-the-hour-119102700064_1.html
https://www.business-standard.com/article/economy-policy/indian-economy-on-life-support-structural-reforms-need-of-the-hour-119102700064_1.html
https://www.business-standard.com/article/economy-policy/indian-economy-on-life-support-structural-reforms-need-of-the-hour-119102700064_1.html


 

 

3) P. C. Mahalonobis emphasized the 

importance of shifting resources from 

the manufacturing to the agricultural 

sector. 

Select the correct answer using the codes 

below. 

a) 1 only 

b) 2 and 3 only 

c) 1 and 3 only 

d) 1 and 2 only 

Ans:  

Solution: The Second FYP stressed on 

heavy industries. It was drafted by a team of 

economists and planners under the 

leadership of P. C. Mahalanobis. If the first 

plan had preached patience, the second 

wanted to bring about quick structural 

transformation by making changes 

simultaneously in all possible directions. 

Avadi Session: Before Second plan was 

finalised, the Congress party at its session 

held at Avadi near the then Madras city, 

passed an important resolution. It declared 

that ‘socialist pattern of society’ was its 

goal. 

This was reflected in the Second Plan. The 

government imposed substantial tariffs on 

imports in order to protect domestic 

industries. Such protected environment 

helped both public and private sector 

industries to grow. 

Source: NCERT Class XII Political Science 

II: Chapter 3 – Politics of Planned 

Development 

 

Q.62) With reference to Monetary Policy 

Committee recently seen in the news, 

consider the following statements 

1) The committee fixes the benchmark 

policy rate required to contain inflation 

within the specified target level. 

2) Union Finance Minister is the ex officio 

chairman of the committee. 

3) It also determines the minimum support 

prices of various agricultural 

commodities. 

Which of the statements given above is/are 

incorrect? 

a) 1 and 3 only 

b) 2 and 3 only 

c) 1 and 2 only 

d) 1, 2 and 3 

 

Ans) b 

Exp) Statement 1 is correct. The Reserve 

Bank of India Act, 1934 (RBI Act) has been 

amended by the Finance Act, 2016,  to 

provide for a statutory and institutionalised 

framework for a Monetary Policy 

Committee, for maintaining price stability, 

while keeping in mind the objective of 

growth. The Monetary Policy Committee 

would be entrusted with the task of fixing 

the benchmark policy rate (repo rate) 

required to contain inflation within the 

specified target level. A Committee-based 

approach for determining the Monetary 

Policy will add a lot of value and 

transparency to monetary policy decisions. 

The meetings of the Monetary Policy 

Committee shall be held at least 4 times a 

year and it shall publish its decisions after 

each such meeting. 

Statement 2 is incorrect. Monetary Policy 

Committee has 6 members as follows: 



 

 

1. Governor of the Reserve Bank of India – 

Chairperson, ex officio. 

2. Deputy Governor of the Reserve Bank of 

India, in charge of Monetary Policy – 

Member, ex officio. 

3. One officer of the Reserve Bank of India 

to be nominated by the Central Board – 

Member, ex officio; 

4. Professor, Indian Statistical Institute 

(ISI) – Member 

5. Director, Delhi School of Economics – 

Member 

6. Professor, Indian Institute of 

Management, Ahmedabad – Member. 

Statement 3 is incorrect. The Cabinet 

Committee on Economic Affairs (CCEA), 

determines the Minimum Support Prices 

(MSP) of various agricultural commodities 

based on the recommendations of the CACP 

keeping in view factors like increase in the 

cost of production, demand and supply 

situation, intercrop parity, and trend of 

domestic and international market prices etc. 

 

Source) 

https://www.businessinsider.in/policy/econo

my/news/monetary-policy-committee-india-

purpose-structure-responsibilities-news-

announcements/articleshow/71439345.cms 

https://pib.gov.in/newsite/printrelease.aspx?r

elid=151264 

https://www.rbi.org.in/scripts/FS_Overview.

aspx?fn=2752 

https://www.indianeconomy.net/splclassroo

m/what-is-commission-for-agricultural-

costs-and-prices/ 

 

Q.63) What is the meaning of the term “Off-

Budget financing” recently seen in the 

news? 

a) It refers to expenditure which is funded 

through Contingency Fund of India. 

b) It refers to the expenditure incurred on 

any public project by private companies, 

without any impact on government 

finances. 

c) It refers to government expenditure 

which is not funded through budget. 

d) It refers to expenditure which is done 

through vote on account. 

Ans) c 

Exp) WHAT IS OFF-BUDGET 

FINANCING? 

This refers to expenditure that’s not funded 

through the budget. For example, the 

government sets up a special purpose 

vehicle (SPV) to construct a bridge. The 

SPV will likely borrow money to build the 

bridge on the strength of a government 

guarantee. If it’s not a toll bridge, the SPV 

will need government support to meet 

interest obligations. So, even though the 

borrowing and spending is outside the 

budget, it has implications for the budget 

and for all practical reasons should be 

included in that document. Since it’s not, 

this doesn’t reflect on the fiscal deficit 

number as well. Governments across the 

world use this to escape budget controls. 

WHY IS OFF-BUDGET FINANCING 

IMPORTANT? WHAT ARE ITS 

IMPLICATIONS? 

Off-budget financing by its nature isn’t 

taken into account when calculating fiscal 

indicators. But the cost is borne by the 

budget through some mechanism or the 

other. Such financing tends to hide the 

https://www.businessinsider.in/policy/economy/news/monetary-policy-committee-india-purpose-structure-responsibilities-news-announcements/articleshow/71439345.cms
https://www.businessinsider.in/policy/economy/news/monetary-policy-committee-india-purpose-structure-responsibilities-news-announcements/articleshow/71439345.cms
https://www.businessinsider.in/policy/economy/news/monetary-policy-committee-india-purpose-structure-responsibilities-news-announcements/articleshow/71439345.cms
https://www.businessinsider.in/policy/economy/news/monetary-policy-committee-india-purpose-structure-responsibilities-news-announcements/articleshow/71439345.cms
https://pib.gov.in/newsite/printrelease.aspx?relid=151264
https://pib.gov.in/newsite/printrelease.aspx?relid=151264
https://www.rbi.org.in/scripts/FS_Overview.aspx?fn=2752
https://www.rbi.org.in/scripts/FS_Overview.aspx?fn=2752
https://www.indianeconomy.net/splclassroom/what-is-commission-for-agricultural-costs-and-prices/
https://www.indianeconomy.net/splclassroom/what-is-commission-for-agricultural-costs-and-prices/
https://www.indianeconomy.net/splclassroom/what-is-commission-for-agricultural-costs-and-prices/


 

 

actual extent of government spending, 

borrowings and debt and increase the 

interest burden. 

In the above example, the borrowing by the 

SPV should ideally be included in the 

government’s debt. To the extent that this 

spending is backed by a government 

guarantee, it entails a fiscal risk. 

Parliamentary control on such spending is 

also reduced as its remains outside the 

budget. 

Source)https://economictimes.indiatimes.co

m/news/economy/finance/et-in-the-

classroom-off-budget-

financing/articleshow/67477989.cms?from=

mdr 

 

Q.64) Which of the following correctly 

presents the current health sector scenario in 

India? 

1) Low expenditure of about 3 % of GDP 

on healthcare. 

2) Low out of pocket expenditure of Indian 

population. 

3) Overproduction of the Active 

Pharmaceutical Ingredient(API) and lack 

of sufficient chemical industries. 

Answer using the codes given below 

a) 2 only 

b) 1 and 3 only 

c) 2 and 3 only 

d) None of the above 

Ans)d 

Exp)Statement 1 is incorrect In India, the 

state spends less than 1.3% of the gross 

domestic product (GDP) on healthcare 

which is the main cause of concern of poor 

health sector. 

Statement 2 is incorrect An out-of-pocket 

expense is the direct payment of money that 

may or may not be later reimbursed from 

a third-party source 

India’s population faces high financial 

burden reflected in the extraordinarily high 

share of out-of-pocket health expenses. 

Out-of-pocket expenses are not only high in 

comparison to other countries but also in 

comparison to countries with a per-capita 

income level similar to that of India. 

The out-of-pocket expenditure on healthcare 

is 80% in Bihar and 50% in Gujarat 

Statement 3 is incorrect India continues to 

rely on imports of key starting materials, 

intermediates and APIs from China, with 

the share of dependence increasing over 

time. This potentially exposes us to raw 

material supply disruptions and pricing 

volatility 

https://www.jatinverma.org/drug-price-

control-framework 

https://www.livemint.com/Industry/ZArLV

KEFuSyz6KpVG2A3kJ/India-to-push-for-

local-manufacturing-of-APIs-reduce-

depend.html 

 

Q.65) Which among the following is/are the 

objectives of ‘National Broadband 

Mission’? 

1) Bridging the digital divide in the 

country. 

https://economictimes.indiatimes.com/news/economy/finance/et-in-the-classroom-off-budget-financing/articleshow/67477989.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/finance/et-in-the-classroom-off-budget-financing/articleshow/67477989.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/finance/et-in-the-classroom-off-budget-financing/articleshow/67477989.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/finance/et-in-the-classroom-off-budget-financing/articleshow/67477989.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/finance/et-in-the-classroom-off-budget-financing/articleshow/67477989.cms?from=mdr
https://www.jatinverma.org/drug-price-control-framework
https://www.jatinverma.org/drug-price-control-framework
https://www.livemint.com/Industry/ZArLVKEFuSyz6KpVG2A3kJ/India-to-push-for-local-manufacturing-of-APIs-reduce-depend.html
https://www.livemint.com/Industry/ZArLVKEFuSyz6KpVG2A3kJ/India-to-push-for-local-manufacturing-of-APIs-reduce-depend.html
https://www.livemint.com/Industry/ZArLVKEFuSyz6KpVG2A3kJ/India-to-push-for-local-manufacturing-of-APIs-reduce-depend.html
https://www.livemint.com/Industry/ZArLVKEFuSyz6KpVG2A3kJ/India-to-push-for-local-manufacturing-of-APIs-reduce-depend.html


 

 

2) Providing Broadband access to all 

villages by 2022. 

3) Improving the quality of services for 

mobile and internet.  

Select the correct answer using the codes 

given below 

a) 1 and 2 only 

b) 2 and 3 only 

c) 1 and 3 only 

d) All of the above  

Ans) d 

Exp) 

Statement  1 is correct. The vision of the 

NBM is to fast track growth of digital 

communications infrastructure, bridge the 

digital divide, facilitate digital 

empowerment and inclusion and provide 

affordable and universal access of 

broadband for all. 

Statement 2 is correct. Broadband access to 

all villages by 2022 is one of the objectives 

of the mission.  

Statement 3 is correct. To significantly 

improve the quality of services for mobile 

and internet is one of the objectives.  

Other major objectives of the Mission are: 

● Facilitate universal and equitable access 

to broadband services across the country 

and especially in rural and remote areas 

● Laying of incremental 30 lakhs route km 

of Optical Fiber Cable and increase in 

tower density from 0.42 to 1.0 tower per 

thousand of population by 2024 

● Develop innovative implementation 

models for Right of Way (RoW) and to 

work with States/UTs for having 

consistent policies pertaining to 

expansion of digital infrastructure 

including for RoW approvals required 

for laying of OFC 

● Develop a Broadband Readiness Index 

(BRI) to measure the availability of 

digital communications infrastructure 

and conducive policy ecosystem within a 

State/UT. 

● Creation of a digital fiber map of the 

Digital Communications network and 

infrastructure, including Optical Fiber 

Cables and Towers, across the country 

● Investment from stakeholders of USD 

100 billion (Rs 7 Lakh Crore) including 

Rs 70,000 crore from Universal Service 

Obligation Fund (USOF) 

● Address policy and regulatory changes 

required to accelerate the expansion and 

creation of digital infrastructure and 

services 

Q.66) While recommending price policy of 

various commodities under its mandate, the 

Commission for Agricultural Costs and 

Prices (CACP) keeps in mind 

1) Agricultural price trends in the market, 

both domestic and international. 

2) Inter-crop price parity. 

3) Likely implications of Minimum 

Support Price (MSP) on consumers of 

that produce. 

Select the correct answer using the codes 

below. 

a) 1 and 2 only 

b) 2 and 3 only 

c) 1, 2 and 3 

d) 1 only 

 



 

 

Ans: c 

Solution: As per the various Terms of 

Reference (ToR) given to CACP , it 

analyzes : 

1) demand and supply; 

2) cost of production; 

3) price trends in the market, both domestic 

and international; 

4) inter-crop price parity; 

5) terms of trade between agriculture and 

non-agriculture (this is the ratio of 

agricultural vs. industrial prices – higher 

is the price of agricultural products, 

more profits goes into the farmer’s 

pockets and people are more inclined to 

produce crops)likely implications of 

MSP on consumers of that product. 

6) It may be noted that cost of production is 

an important factor that goes as an input 

in determination of MSP, but it is 

certainly not the only factor that 

determines MSP. 

Source:https://pib.gov.in/newsite/erelcontent

.aspx?relid=46638 

 

Q.67)  Consider the following statements 

about the classification of revenue and 

capital receipts in the Budget of the 

Government of India 

1. Interest payments on debt incurred by 

the government falls under capital 

expenditure of theGovernment. 

2. Grants-in-aid from foreign countries and 

international organizations to the 

Government of 

India fall under capital receipts. 

Which of the statements given above is/are 

correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) None of the above 

 

Ans: d 

Solution: Statement 1 is incorrect: It falls 

under revenue expenditure. 

Statement 2 is incorrect: It is part of revenue 

receipt. The following form part of Non-tax 

revenue receipt: 

1) Interest receipts (on account of loans by 

the central government which constitutes 

the singlelargest item of non-tax 

revenue) 

2) Dividends and profits on investments 

made by the government 

3) Fees and other receipts for services 

rendered by the government 

4) Cash grants-in-aid from foreign 

countries and international organizations 

are also included 

Q.68)  Consider the following differences 

between Urban Cooperative Banks(UCBs) 

and scheduled commercial banks: 

1) Unlike commercial banks, UCBs are 

dually regulated by the RBI andRegistrar 

of Co-operative Societies either under 

the State or Central government.  

2) Unlike commercial banks which are 

structured as joint-stock companies, 

UCBs are structured as co-operatives, 

with their members carrying unlimited 

liability.  

3. In the event of the failure of UCBs, 

deposits with them are not covered by the 

Deposit Insurance and Credit Guarantee 

https://pib.gov.in/newsite/erelcontent.aspx?relid=46638
https://pib.gov.in/newsite/erelcontent.aspx?relid=46638


 

 

Corporation of India, unlike the commercial 

banks.  

Which of the following statement/s is/are 

correct? 

a)  1 only 

b)  1 and 2 only 

c)  2 only 

d)  All of the above  

Ans: B 

Solution: 

Cooperative Banks 

·         Co-operative banks, which are 

distinct from commercial banks, were 

born out of the concept of co-operative 

credit societies where members from a 

community band together to extend loans to 

each other, at favorable terms. 

·         Credit co-operatives (or co-operative 

banks) are broadly classified into urban or 

rural co-operative banks based on their 

region of operation. Urban co-op banks are 

classified into scheduled and non-scheduled 

banks. 

Difference between cooperative and 

scheduled commercial banks 

There are three key points of difference 

between scheduled commercial banks and 

co-operative banks. 

1) Unlike commercial banks, UCBs are 

only partly regulated by the RBI. 

While their banking operations are 

regulated by the RBI, which lays down 

their capital adequacy, risk control and 

lending norms, their management and 

resolution in the case of distress is 

regulated by the Registrar of Co-

operative Societies either under the 

State or Central government. (Statement 

1 is Correct) 

2) Unlike commercial banks which are 

structured as joint-stock companies, 

UCBs are structured as co-operatives, 

with their members carrying unlimited 

liability. (Statement 2 is Correct) 

3) While there is a clear distinction 

between a commercial bank’s 

shareholders and its borrowers, in a 

UCB borrowers can double up as 

shareholders. 

Statement 3 is incorrect: In the event 

UCBs fail, deposits with them are covered 

by the Deposit Insurance and Credit 

Guarantee Corporation of India up to a sum 

of 1 lakh per depositor, the same as for a 

commercial bank. 

Source: 

https://www.thehindubusinessline.com/opini

on/columns/slate/all-you-wanted-to-know-

about-urban-co-operative-

banks/article29563724.ece 

 

Q.69). Arguments for setting up more small 

scale industries (SSIs), as against large scale 

industries, are: 

1) SSIs tend to be more efficient as they are 

more capital-intensive. 

2) SSIs generate significant employment as 

they are not usually subject to as strict 

labour laws aslarge firms are. 

https://www.thehindubusinessline.com/opinion/columns/slate/all-you-wanted-to-know-about-urban-co-operative-banks/article29563724.ece
https://www.thehindubusinessline.com/opinion/columns/slate/all-you-wanted-to-know-about-urban-co-operative-banks/article29563724.ece
https://www.thehindubusinessline.com/opinion/columns/slate/all-you-wanted-to-know-about-urban-co-operative-banks/article29563724.ece
https://www.thehindubusinessline.com/opinion/columns/slate/all-you-wanted-to-know-about-urban-co-operative-banks/article29563724.ece


 

 

Which of the statements given above is/are 

correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) None of the above 

 

Ans: b 

Solution: 

Statement 1 in incorrect: Small-scale 

industries tend to be more ‘labour intensive’ 

i.e., they use more labour than the large-

scale industries and, therefore, generate 

more employment. 

However, they are not as efficient as large 

scale firms and thus require support from the 

Government.  

For this purpose, in post-independent India, 

the production of a number of products was 

reserved for the small-scale industry; the 

criterion of reservation being the ability of 

these units to manufacture the goods. 

They were also given concessions such as 

lower excise duty and bank loans at lower 

interest rates. 

Statement 2 is correct: Any firm 

employing 100 or more employees is usually 

subject to much stricter labour laws, 

especially relating to hire and fire. 

While this is not the only reason for higher 

employment in SSIs, this is considered to be 

an important reason. 

Source:https://frontline.thehindu.com/static/

html/fl2914/stories/20120727291407700.ht

m 

 

Q.70) Consider the following statements 

regarding Special Economic Zones(SEZs) in 

India 

1) There is no SEZ in North-East India at 

present. 

2) In SEZ, 100% Income Tax exemption on 

export income is provided for the first 5 

years. 

Select the correct answer using the codes 

below. 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

 

Ans) b 

Éxp)  

Statement 1 is incorrect. Agro& Food 

Processing Special Economic Zone 

(AFSEZ) at Ganeshnagar under Dimapur 

District in Nagaland is the first and only 

Special Economic Zone (SEZ) in North East 

India and one of the few exclusive Agro 

Food Products SEZ in India. 

Statement 2 is correct. 100%Income Tax 

exemption on export income for SEZ units 

under Section 10AA of the Income Tax Act 

for first 5 years, 50% for the next 5 years 

thereafter and 50% of the ploughed back 

export profit for next 5 years. 

Q.71) The term ‘0/20 rule’ sometimes seen 

in the news in reference to: 

a) Cancer Treatment  

b) Civil Aviation  

c) SEBI new rule on default 

https://frontline.thehindu.com/static/html/fl2914/stories/20120727291407700.htm
https://frontline.thehindu.com/static/html/fl2914/stories/20120727291407700.htm
https://frontline.thehindu.com/static/html/fl2914/stories/20120727291407700.htm


 

 

d) Bilateral agreement of India-US on the 

issue of Visa 

 

Ans) b 

Explanation:  

By 2016 National Civil Aviation Policy, the 

5/20 norm was replaced with 0/20 allowing 

airlines to launch international operations 

with no domestic experience but at least 20 

aircraft (or 20% of its entire fleet size 

whichever is higher) for domestic 

operations, in a move that was expected to 

benefit both AirAsia India and Vistara, 

which is a joint venture between Tata and 

Singapore Airlines. 

The 5/20 rule implied that a domestic airline 

was allowed to go international only after 

completing five years of domestic flying and 

operating at least 20 aircraft. The Civil 

Aviation Policy has diluted such 

requirements, and may thus prove far more 

effective at increasing competition and 

protecting consumer interests than frequent 

regulatory interventions in pricing. 

 

Q.72) Which of the following is/are the 

factor/factors limiting the transmission of 

monetary policy in India? 

1) Term deposits as the major source of 

total deposits in banks. 

2) Large non-performing assets of banks. 

3) India imports more goods and services 

than it exports. 

Select the correct answer using the code 

given below. 

a) 1 and 2 only 

b) 2 only 

c) 1 and 3 only 

d) 1, 2 and 3 

 

Ans) a 

Exp) Unlike western economies, in India the 

public sector banks do not borrow from RBI 

but depend on public deposit for their 

business. Around 58% of the total deposits 

are term deposits and 77% of the term 

deposits are for 1 year and above. Most of 

the term deposits have fixed interest rate 

which means the transmission is effective 

only for fresh deposits. Besides, banks 

have no incentive to decrease the deposit 

rate with the decrease in repo rate due to 

high operating expenses of savings accounts 

and already stressed balance sheets. 

 

Effective monetary transmission is impeded 

by weak balance sheets due to low loss-

absorption capacity to deal with troubled 

loans. Increased cost of funds and liquidity 

crunch due to high NPAs impact bank's 

profitability, further impacting 

transmission. 

 

The trade of goods and services by India 

does not limit the transmission of monetary 

policy. 

 

Hence, only options 1 and 2 are 

responsible for limiting the transmission 

of monetary policy in India. 

 

Source)https://www.businesstoday.in/opinio

n/columns/monetary-policy-transmission-in-

india-rbi-reserve-bank-of-india-central-

bank-repo-

rate/story/383377.html&https://economictim

https://www.businesstoday.in/opinion/columns/monetary-policy-transmission-in-india-rbi-reserve-bank-of-india-central-bank-repo-rate/story/383377.html
https://www.businesstoday.in/opinion/columns/monetary-policy-transmission-in-india-rbi-reserve-bank-of-india-central-bank-repo-rate/story/383377.html
https://www.businesstoday.in/opinion/columns/monetary-policy-transmission-in-india-rbi-reserve-bank-of-india-central-bank-repo-rate/story/383377.html
https://www.businesstoday.in/opinion/columns/monetary-policy-transmission-in-india-rbi-reserve-bank-of-india-central-bank-repo-rate/story/383377.html
https://www.businesstoday.in/opinion/columns/monetary-policy-transmission-in-india-rbi-reserve-bank-of-india-central-bank-repo-rate/story/383377.html
https://economictimes.indiatimes.com/markets/stocks/news/rate-cut-transmission-why-rbi-action-is-ineffective/articleshow/69335161.cms?from=mdr


 

 

es.indiatimes.com/markets/stocks/news/rate-

cut-transmission-why-rbi-action-is-

ineffective/articleshow/69335161.cms?from

=mdr 

 

Q.73) Consider the following statements 

with reference to Financial Stability and 

Development Council (FSDC) 

1) It is a statutory body.  

2) Heads of SEBI,IRDA,PFRDA and RBI 

are the members of the council.  

3) Reducing fiscal deficit is one of its 

responsibilities.  

Which of the statement(s) given above is/are 

incorrect? 

a)1 and 2 only 

b)2 and 3 only 

c) 1 and 3 only 

d) All of the above 

Ans) c 

Exp) Statement 1 is incorrect. The FSDC 

was constituted in December 2010. It is apex 

body of sectoral regulators and not a 

statutory body. 

Statement 2 is correct. The Council is 

chaired by the Union Finance Minister 

and its members are Governor, Reserve 

Bank of India; Finance Secretary and/or 

Secretary, Department of Economic Affairs; 

Secretary, Department of Financial Services; 

Chief Economic Adviser, Ministry of 

Finance; Chairman, Securities and Exchange 

Board of India; Chairman, Insurance 

Regulatory and Development Authority and 

Chairman, Pension Fund Regulatory and 

Development Authority. 

The Council deals, inter-alia, with issues 

relating to financial stability, financial sector 

development, inter–regulatory coordination, 

financial literacy, financial inclusion and 

macro prudential supervision of the 

economy, including the functioning of large 

financial conglomerates. 

Statement 3 is incorrect. Reduction of 

fiscal deficit is not an objective of FSDC. 

Following are it responsibilities. 

Responsibilities of FSDC 

1. Bringing about stability in the financial 

sector 

2. Development of Financial Sector 

3. Inter-regulatory coordination 

4. Promoting financial literacy 

5. Ensuring financial inclusion 

6. Macroprudential supervision of the 

economy, including the functioning of 

large financial conglomerates. 

7. Coordinating India’s international 

interface with financial sector bodies 

like the Financial Action Task Force 

(FATF), Financial Stability Board (FSB) 

and any such body as may be decided by 

the Finance Minister from time to time. 

https://www.jatinverma.org/financial-

stability-and-development-council-fsdc-

inter-regulatory-issues 

Q.74) Which of the following statement(s) 

is/are correct regarding GST compensation 

cess? 

1) Compensation cess is levied on products 

considered to be ‘sin’ or luxury goods. 

https://economictimes.indiatimes.com/markets/stocks/news/rate-cut-transmission-why-rbi-action-is-ineffective/articleshow/69335161.cms?from=mdr
https://economictimes.indiatimes.com/markets/stocks/news/rate-cut-transmission-why-rbi-action-is-ineffective/articleshow/69335161.cms?from=mdr
https://economictimes.indiatimes.com/markets/stocks/news/rate-cut-transmission-why-rbi-action-is-ineffective/articleshow/69335161.cms?from=mdr
https://economictimes.indiatimes.com/markets/stocks/news/rate-cut-transmission-why-rbi-action-is-ineffective/articleshow/69335161.cms?from=mdr
https://www.jatinverma.org/financial-stability-and-development-council-fsdc-inter-regulatory-issues
https://www.jatinverma.org/financial-stability-and-development-council-fsdc-inter-regulatory-issues
https://www.jatinverma.org/financial-stability-and-development-council-fsdc-inter-regulatory-issues


 

 

2) Collected cess flows into GST 

compensation cess account maintained 

under Consolidated Fund of India. 

3) States are compensated bi-monthly from 

the accumulated funds through cess.  

Answer using the codes given below 

a) 1 and 2 only 

b) 2 and 3 only 

c) 1 and 3 only 

d) All of the above  

 

Ans) c 

 

Statement 1 is correct. Compensation cess is 

levied on products considered to be ‘sin’ or 

luxury goods. For example, SUV vehicles 

(more than 4 metres) are charged 50 per cent 

GST, of which the GST tax rate is 28 per 

cent and the compensation cess is 22 per 

cent. 

 

Statement 2 is incorrect. The collected 

compensation cess flows into the 

Consolidated Fund of India, and then 

transferred to the Public Account of India, 

where a GST compensation cess account has 

been created. 

 

Statement 3 is correct. States are 

compensated bi-monthly from the 

accumulated funds in GST compensation 

cess account. 

 

Q.75) Consider the following statements 

with reference to the marginal cost of funds-

based lending rate (MCLR)  

 

1) It is the minimum interest rate at which 

commercial banks can lend. 

2) It is not much receptive to the changes in 

the policy rates compared to Bank rate. 

3) It is based on average cost of funds 

calculated by considering minimum rate 

of return/profit margin. 

Which of the above statement(s) is/are 

incorrect? 

 

a)2 only 

b)1 and 3 only 

c)2 and 3 only 

d)All of the above 

 

Ans)c 

 

Exp) The marginal cost of funds based 

lending rate (MCLR) refers to the minimum 

interest rate of a bank below which it cannot 

lend, except in some cases allowed by the 

RBI. It is an internal benchmark or 

reference rate for the bank. (Statement 1 

is Correct)  

 

RBI decided to shift from base rate to 

MCLR because the rates based on 

marginal cost of funds are more sensitive 

to changes in the policy rates. This is very 

essential for the effective implementation of 

monetary policy.  (Statement 2 and 3 are 

Incorrect) 

Prior to MCLR system, different banks were 

following different methodology for 

calculation of base rate/minimum rate – that 

is either on the basis of average cost of 

funds or marginal cost of funds or blended 

cost of funds. 

 

http://www.arthapedia.in/index.php?title=M

arginal_Cost_of_funds_based_Lending_rate

_(MCLR) 

 

 

Q.76) Consider the following statements 

with reference to present status of medical 

devices regulation in India 

1) Up to 100% of Foreign Direct 

Investment (FDI) is permitted in medical 

devices through the automatic route 

2) At present, there is no mechanism for 

reporting the malfunctioning of non-

notified medical devices. 

http://www.arthapedia.in/index.php?title=Marginal_Cost_of_funds_based_Lending_rate_(MCLR)
http://www.arthapedia.in/index.php?title=Marginal_Cost_of_funds_based_Lending_rate_(MCLR)
http://www.arthapedia.in/index.php?title=Marginal_Cost_of_funds_based_Lending_rate_(MCLR)


 

 

Which of the above statement(s) is/are 

incorrect? 

a) 1 only 

b)2 only 

c)Both 1 and 2 

d) Neither 1 and 2 

Ans)d 

Exp) Present Status of the Medical Device 

Regulation: 

● India is among the top 20 global 

medical devices market. It is the 4th 

largest medical device market in Asia 

after Japan, China, and South Korea. 

● Up to 100% of Foreign Direct 

Investment (FDI) is permitted in 

Medical devices through the automatic 

route. 

● The medical devices industry is 

principally import-driven, with about 

75% of equipment being sourced from 

other countries.  

● No quality parameters: At present only 

24 out of over 6,000 medical devices are 

regulated by being notified as drugs. A 

considerable number of them are being 

exported from countries that do not 

regulate their exports. 

● Both imports and exports of medical 

devices grew at more than 10% between 

2011-12 and 2014-15 (A report by the 

department of pharmaceuticals). 

● The country’s medical devices industry 

has grown from $2.02 billion in 2009 to 

$3.9 billion in 2015, at a compounded 

annual growth rate (CAGR) of 15.8%. 

● At present, there is no mechanism for 

reporting the malfunctioning of non-

notified medical devices. 

 

https://www.jatinverma.org/medical-device-

regulations-in-india 

 

 

Q.77)Consider the following statements 

with reference to inflation 

1) Headline inflation excludes the highly 

volatile food and fuel components and 

therefore represents the underlying trend 

inflation. 

2) In the RBI’s inflation-targeting (FIT) 

framework, the headline CPI inflation 

measure is being used as the target rate 

of inflation. 

Which of the above statement(s) is/are 

correct? 

a)1 only 

b)2 only 

c)Both 1 and 2 

d)Neither 1 and 2 

Ans) b 

Exp) The headline inflation measure 

demonstrates overall inflation in the 

economy. On the other hand the core 

inflation measure strips the prices of 

highly volatile food and fuel components. 

 

Price stability implies control of overall 

inflation. The medium-to long-term goal of 

monetary policy, therefore, should be to 

control headline inflation. 

 

https://www.livemint.com/Opinion/pTNOH

KVn99I2GCqCBaj6FK/Headline-versus-

core-CPI-inflation-in-India.html 

 

Q.78)Consider the following statements 

with reference to tools used in gauging the 

level of activity in the manufacturing sector 

1) Manufacturing Purchasing Managers’ 

Index (PMI) is a private sector survey 

while the Index of Industrial Production 

(IIP) is gauged by the government. 

https://www.jatinverma.org/medical-device-regulations-in-india
https://www.jatinverma.org/medical-device-regulations-in-india
https://www.livemint.com/Opinion/pTNOHKVn99I2GCqCBaj6FK/Headline-versus-core-CPI-inflation-in-India.html
https://www.livemint.com/Opinion/pTNOHKVn99I2GCqCBaj6FK/Headline-versus-core-CPI-inflation-in-India.html
https://www.livemint.com/Opinion/pTNOHKVn99I2GCqCBaj6FK/Headline-versus-core-CPI-inflation-in-India.html


 

 

2) While the Index of Industrial Production 

(IIP) is a measure of output, 

Manufacturing Purchasing Managers’ 

Index (PMI) measures activity at the 

purchasing or input stage. 

Which of the above statement(s) is/are 

incorrect? 

a)1 only 

b)2 only 

c)Both 1 and 2 

d) Neither 1 and 2 

Ans) d 

Exp)Together the two indices provide a 

composite and reasonably comprehensive 

information about the formal manufacturing 

sector. 

The Nikkei India Manufacturing PMI is 

based on data compiled from monthly 

survey responses by purchasing managers in 

more than 400 manufacturing companies. 

The PMI does not measure the informal 

sector activity. 

 

The Index of Industrial Production (IIP) is 

an index for India which details out the 

growth of various sectors in an economy 

such as mineral mining, electricity and 

manufacturing. The all India IIP is a 

composite indicator that measures the short-

term changes in the volume of production of 

a basket of industrial products during a 

given period with respect to that in a chosen 

base period.  

It is compiled and published monthly by the 

Central Statistics Office (CSO), Ministry of 

Statistics and Programme Implementation 

six weeks after the reference month ends. 

 

The level of the Index of Industrial 

Production (IIP) is an abstract number, the 

magnitude of which represents the status of 

production in the industrial sector for a 

given period of time as compared to a 

reference period of time. The base year was 

at one time fixed at 1993–94 so that year 

was assigned an index level of 100. The 

current base year is 2011-2012. 

 

The Eight Core Industries comprise nearly 

40.27% of the weight of items included in 

the Index of Industrial Production (IIP). 

These are Electricity, steel, refinery 

products, crude oil, coal, cement, natural gas 

and fertilisers. 

 

https://www.thehindu.com/business/Industry

/a-measure-of-

manufacturing/article23286966.ece 

 

Q.79) Consider the following statements 

about ‘Public Credit Registry’ 

1) It is a planned information repository 

that will collate all loan information of 

individuals as well as corporate 

borrowers. 

2) The Reserve Bank of India will be able 

to use this information to lend money to 

banks with healthy business operations. 

Which of the statements given above is/are 

correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

 

Ans) a 

Exp) Statement 1 is correct. A public 

credit registry is a proposed information 

repository that will collate all loan 

information of individuals and corporate 

borrowers. 

 

https://www.thehindu.com/business/Industry/a-measure-of-manufacturing/article23286966.ece
https://www.thehindu.com/business/Industry/a-measure-of-manufacturing/article23286966.ece
https://www.thehindu.com/business/Industry/a-measure-of-manufacturing/article23286966.ece


 

 

A credit repository helps banks distinguish 

between a bad and a good borrower and 

accordingly offer attractive interest rates to 

good borrowers and higher interest rates to 

bad borrowers. The move is based on the 

recommendations of a committee, headed by 

Y.M. Deosthalee. PCR will address issues 

such as information asymmetry, improve 

access to credit and strengthen the credit 

culture among consumers. It can also 

address the bad loan problem staring at 

banks, as corporate debtors will not be able 

to borrow across banks without disclosing 

existing debt. A PCR may also help raise 

India’s rank in the global ease of doing 

business index. 

 

The PCR will be used by banks while giving 

a loan. The Reserve Bank of India already 

has all the information about all banks. RBI 

will not use the PCR for lending money 

routes to Banks. Hence, statement 2 is 

incorrect. 

 

Source)https://www.thehindu.com/business/

why-is-a-public-credit-registry-

important/article24849543.ece&https://www

.thehindu.com/business/rbi-chalks-out-

financial-inclusion-strategy-for-

2024/article30537029.ece 

 

Relevance) RBI recently launched the 

National Strategy for Financial Inclusion. 

One of the components under it was to fully 

operationalise the Public Credit Registry by 

2022. 

 

Q.80) With reference to the transfer of 

Reserve Bank of India’s (RBI) surplus to the 

government, consider the following 

statements: 

1) The surplus amount transferred by RBI 

to the government can only be used for 

capital infusion in public sector banks. 

2) The Reserve Bank of India generates 

surplus income primarily by printing 

new currency notes. 

Which of the statements given above is/are 

correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

 

Ans) d 

Exp) The RBI transfers its surplus annually 

to the government, the owner of the 

institution, after making adequate provisions 

for contingencies or potential losses. The 

profit that is distributed has varied, 

averaging over Rs 50,000 crore over the last 

few years. Recently, the RBI Board accepted 

the recommendations of a committee headed 

by former Governor Bimal Jalan on transfer 

of excess capital. Based on the panel’s 

report, the Central Board decided to transfer 

a surplus of Rs 1.23 lakh crore and Rs 

52,637 crore of excess provisions made over 

the years. This marks the first time the RBI 

will be paying out such a huge amount (Rs 

1.76 lakh crore), a one-off transfer. 

 

Statement 1 is incorrect. Normally, the 

money is transferred to the Consolidated 

Fund of India from which salaries and 

pensions to government employees are paid 

and interest payments done, besides 

spending on government programmes. The 

other option is to earmark these funds for 

https://www.thehindu.com/business/why-is-a-public-credit-registry-important/article24849543.ece
https://www.thehindu.com/business/why-is-a-public-credit-registry-important/article24849543.ece
https://www.thehindu.com/business/why-is-a-public-credit-registry-important/article24849543.ece
https://www.thehindu.com/business/rbi-chalks-out-financial-inclusion-strategy-for-2024/article30537029.ece
https://www.thehindu.com/business/rbi-chalks-out-financial-inclusion-strategy-for-2024/article30537029.ece
https://www.thehindu.com/business/rbi-chalks-out-financial-inclusion-strategy-for-2024/article30537029.ece
https://www.thehindu.com/business/rbi-chalks-out-financial-inclusion-strategy-for-2024/article30537029.ece


 

 

public spending or specific projects, which 

could lead to a revival in demand in certain 

sectors and boost economic activity. 

 

RBI’s surplus : A significant part of this 

surplus comes from RBI’s operations in 

financial markets, when it intervenes for 

instance to buy or sell foreign exchange; 

Open Market operations, when it attempts 

to prevent the rupee from appreciating; as 

income from government securities it 

holds; as returns from its foreign currency 

assets that are investments in the bonds of 

foreign central banks or top-rated 

securities; from deposits with other 

central banks or the Bank for International 

Settlement or BIS; besides lending to banks 

for very short tenures and management 

commission on handling the borrowings of 

state governments and the central 

government. RBI buys these financial assets 

against its fixed liabilities such as currency 

held by the public and deposits issued to 

commercial banks on which it does not pay 

interest. 

 

The RBI’s expenditure is mainly on 

printing of currency notes, on staff, 

besides commission to banks for 

undertaking transactions on behalf of the 

government and to primary dealers that 

include banks for underwriting some of 

these borrowings. The central bank’s total 

costs, which includes expenditure on 

printing and commissions forms, is only 

about 1/7th of its total net interest income. 

Hence, statement 2 is incorrect. 

 

Source)https://indianexpress.com/article/ex

plained/rbi-transfers-to-govt-how-why-

nirmala-sitharaman-finance-economy-

5942592/&https://www.livemint.com/news/i

ndia/rbi-s-surplus-transfer-to-be-balance-

sheet-neutral-1566993666448.html 

 

Q.81) Sometimes higher inflation in an 

economy is attributed to “Base Effect”. 

Which of the following appropriately 

describes base effect? 

a) It is the effect due to the sudden increase 

in demand in economy 

b) It is the effect of the price level of 

previous year on calculation of inflation. 

c) It is the effect due to drastic decrease in 

the supply of Goods due to some 

calamity 

d) It is the effect due to the change in 

methodology of inflation calculation 

Ans) b 

Exp) What is the Base Effect? 

The base effect is the distortion in a monthly 

inflation figure that results from abnormally 

high or low levels of inflation in the year-

ago month. A base effect can make it 

difficult to accurately assess inflation levels 

over time. It diminishes over time if 

inflation levels are relatively constant. 

Source)https://www.investopedia.com/terms

/b/base-effect.asp 

https://www.ndtv.com/business/low-base-

effect-will-impact-inflation-going-ahead-

say-experts-2163395 

 

Q.82) Which of the following appropriately 

defines “Teaser Loan” sometimes seen in 

the news 

https://indianexpress.com/article/explained/rbi-transfers-to-govt-how-why-nirmala-sitharaman-finance-economy-5942592/
https://indianexpress.com/article/explained/rbi-transfers-to-govt-how-why-nirmala-sitharaman-finance-economy-5942592/
https://indianexpress.com/article/explained/rbi-transfers-to-govt-how-why-nirmala-sitharaman-finance-economy-5942592/
https://indianexpress.com/article/explained/rbi-transfers-to-govt-how-why-nirmala-sitharaman-finance-economy-5942592/
https://www.livemint.com/news/india/rbi-s-surplus-transfer-to-be-balance-sheet-neutral-1566993666448.html
https://www.livemint.com/news/india/rbi-s-surplus-transfer-to-be-balance-sheet-neutral-1566993666448.html
https://www.livemint.com/news/india/rbi-s-surplus-transfer-to-be-balance-sheet-neutral-1566993666448.html
https://www.investopedia.com/terms/b/base-effect.asp
https://www.investopedia.com/terms/b/base-effect.asp
https://www.ndtv.com/business/low-base-effect-will-impact-inflation-going-ahead-say-experts-2163395
https://www.ndtv.com/business/low-base-effect-will-impact-inflation-going-ahead-say-experts-2163395
https://www.ndtv.com/business/low-base-effect-will-impact-inflation-going-ahead-say-experts-2163395


 

 

a) It is a scheme under which low interest 

rate is charged on loan given under 

Priority sector Lending 

b) It is a scheme under which low interest 

rate is charged on a loan for initial 

period. 

c) It is a scheme under which higher 

interest is charged for certain sector to 

tackle inflation. 

d) It is a scheme under which low interest 

rate is charged on housing loan given to 

women. 

Ans) b 

Exp) What Is a Teaser Loan? 

A teaser loan can refer to any loan that 

offers a teaser rate of interest. Teaser loans 

are a popular promotional product for loan 

issuers that tend to entice a broad array of 

borrowers. Having the flexibility to offer a 

teaser rate can increase the customization 

and structuring options for all types of loans. 

The last time banks offered loans at 8% was 

in 2009 under a fixed-cum-floating loan 

product famously known as teaser loans. 

Under this, loans were given at an 8% fixed 

interest rate for 1-2 years after which it 

would switch to floating rates. 

Source)https://www.investopedia.com/terms

/t/teaser-loan.asp 

https://www.financialexpress.com/money/ho

me-loan-transfer-top-things-to-watch-out-

for-while-transferring-your-home-

loan/1814387/ 

https://www.newindianexpress.com/business

/2019/dec/31/sbi-rings-in-new-year-with-

cheap-home-loans-at-79-interest-rate--

2082968.html 

 

Q.83) Which of the following appropriately 

defines “Helicopter money” sometimes seen 

in the news 

a) Money that is issued by a nation that is 

seen as politically and economically 

stable 

b) Money invested in share market  

c) Unconventional monetary policy tool 

involving negative interest rates  

d) Money that is issued by a nation that is 

seen as politically and economically 

unstable 

Ans) c 

Exp) 

 

The current economic crisis cycle is the 

longest in U.S. history and a recession looks 

inevitable in the new decade. And solutions 

may need to be unconventional, even more 

so than the extraordinary policies of 

negative interest rates and bond-buying that 

eased the post-2008 global funk. 

 

Helicopter money is the Proposed 

unconventional monetary policy involving 

negative interest rates 

A negative interest means instead of the 

bank paying you money to keep in a savings 

account, you pay the bank to do so. It also 

means that anyone can borrow money 

from the bank and pay back less than 

what they borrowed. 

 

https://economictimes.indiatimes.com/marke

ts/stocks/news/slowbalisation-what-next-

decade-holds-for-world-

markets/unconventional-

solutions/slideshow/73004906.cms 

 

 

https://www.investopedia.com/terms/t/teaser-loan.asp
https://www.investopedia.com/terms/t/teaser-loan.asp
https://www.financialexpress.com/money/home-loan-transfer-top-things-to-watch-out-for-while-transferring-your-home-loan/1814387/
https://www.financialexpress.com/money/home-loan-transfer-top-things-to-watch-out-for-while-transferring-your-home-loan/1814387/
https://www.financialexpress.com/money/home-loan-transfer-top-things-to-watch-out-for-while-transferring-your-home-loan/1814387/
https://www.financialexpress.com/money/home-loan-transfer-top-things-to-watch-out-for-while-transferring-your-home-loan/1814387/
https://www.newindianexpress.com/business/2019/dec/31/sbi-rings-in-new-year-with-cheap-home-loans-at-79-interest-rate--2082968.html
https://www.newindianexpress.com/business/2019/dec/31/sbi-rings-in-new-year-with-cheap-home-loans-at-79-interest-rate--2082968.html
https://www.newindianexpress.com/business/2019/dec/31/sbi-rings-in-new-year-with-cheap-home-loans-at-79-interest-rate--2082968.html
https://www.newindianexpress.com/business/2019/dec/31/sbi-rings-in-new-year-with-cheap-home-loans-at-79-interest-rate--2082968.html
https://economictimes.indiatimes.com/markets/stocks/news/slowbalisation-what-next-decade-holds-for-world-markets/unconventional-solutions/slideshow/73004906.cms
https://economictimes.indiatimes.com/markets/stocks/news/slowbalisation-what-next-decade-holds-for-world-markets/unconventional-solutions/slideshow/73004906.cms
https://economictimes.indiatimes.com/markets/stocks/news/slowbalisation-what-next-decade-holds-for-world-markets/unconventional-solutions/slideshow/73004906.cms
https://economictimes.indiatimes.com/markets/stocks/news/slowbalisation-what-next-decade-holds-for-world-markets/unconventional-solutions/slideshow/73004906.cms
https://economictimes.indiatimes.com/markets/stocks/news/slowbalisation-what-next-decade-holds-for-world-markets/unconventional-solutions/slideshow/73004906.cms


 

 

Q.84) Consider the following statements 

with reference to Wholesale price 

index(WPI) 

1) WPI in India is published by the Central 

Statistics office (CSO) under the 

Ministry of Statistics and Programme 

Implementation. 

2) Highest weightage in the index has been 

given to manufactured products. 

Which of the above statement(s) is/are 

correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) None of the above  

 

Ans)b 

 

Exp) 

Wholesale Price Index, or WPI, measures 

the changes in the prices of goods sold and 

traded in bulk by wholesale businesses to 

other businesses. WPI is unlike the 

Consumer Price Index (CPI), which tracks 

the prices of goods and services purchased 

by consumers. 

 

Statement 1 is incorrect WPI in India is 

published  by the Economic Advisor in the 

Ministry of Commerce and Industry. 

Stateme 

Statement 2 is correct 

 
Source-arthapedia 

https://www.financialexpress.com/what-

is/wholesale-price-index-wpi-

meaning/1627729/ 

 

Q.85) The diffrence between narrow and 

broad money is based on their  

1. Acceptability in general public  

2. Legitimacy in international transactions  

3. Liquidity  

Select the correct answer using the codes 

below.  

a) 1 only  

b) 1 and 3 only  

c) 3 only  

d) 2 and 3 only  

Ans: C 

Solution: M0 and M1, also called narrow 

money, normally include coins and notes in 

circulation and other money equivalents that 

are easily convertible into cash.  

M2 includes M1 plus short-term time 

deposits in banks and 24-hour money market 

funds.  

M3 includes M2 plus longer-term time 

deposits and money market funds with more 

than 24-hour maturity. The exact definitions 

of the three measures depend on the country.  

M4 includes M3 plus other deposits. The 

term broad money is used to describe M2, 

M3 or M4, depending on local practice.  

Source: https://traders-

paradise.com/magazine/trading-

dictionary/m/m0-m1-m2-m3-m4/ 

 

Q.86) Which of the following is not an 

instrument of monetary policy in India?  

a) Bank Rate  

b) Market Stabilization Scheme  

c) Base Rate  

d) Marginal Standing Facility  

Ans: C 

https://www.financialexpress.com/what-is/wholesale-price-index-wpi-meaning/1627729/
https://www.financialexpress.com/what-is/wholesale-price-index-wpi-meaning/1627729/
https://www.financialexpress.com/what-is/wholesale-price-index-wpi-meaning/1627729/
https://traders-paradise.com/magazine/trading-dictionary/m/m0-m1-m2-m3-m4/
https://traders-paradise.com/magazine/trading-dictionary/m/m0-m1-m2-m3-m4/
https://traders-paradise.com/magazine/trading-dictionary/m/m0-m1-m2-m3-m4/


 

 

Solution: Statement A: Bank rate is the 

long-term lending rate at which banks can 

borrow funds from RBI. It is a monetary 

policy tool because it can affect the flow of 

credit to certain sectors.  

Statement B: Market Stabilisation Scheme 

(MSS) is an Open market Operation that 

involves only selling (no buying) of 

government securities to withdraw excess 

liquidity from the market. The money raised 

through the selling of securities is kept in a 

separate account known as MSS account. 

Statement C: Base rate (now aligned to 

MCLR) is the lowest rate at which a bank 

can lend to its customers. Because it is 

determined by the individual banks, and 

not the RBI, it is not a monetary policy 

instrument.  

Statement D: Marginal standing facility is a 

window for banks to borrow from Reserve 

Bank of India in an emergency situation 

when interbank liquidity dries up 

completely. Banks borrow from the central 

bank by pledging government securities at a 

rate higher than the repo rate under the 

liquidity adjustment facility or LAF in short-

term. It is a monetary policy tool. 

Source: Class 12th macroeconomics 

NCERT  

 

Q.87) Which of the following best describes 

the term “Interest Corridor” in India?  

a) Repo Rate  

b) Difference between Repo and Reverse 

Repo rate  

c) Difference between Marginal Standing 

Facility (MSF) rate and Repo rate  

d) Difference between Marginal Standing 

Facility (MSF) rate and Reverse Repo 

rate  

Ans: D  

Explanation: 

Liquidity Adjustment Facility (LAF) of the 

RBI helps banks to adjust their daily 

liquidity mismatches. LAF has two 

components -- repo (repurchase agreement) 

and reverse repo. Informally, Liquidity 

Adjustment Facility is also known as 

Liquidity Corridor.  

In case the Bank requires more funds, 

beyond what is permissible under LAF, it 

can access another window called Marginal 

Standing Facility (MSF).  

Banks borrow from the central bank by 

pledging government securities at a rate 

higher than the repo rate under the liquidity 

adjustment facility.  

This provides a safety valve against 

unanticipated liquidity shocks to the banking 

system. MSF rate and reverse repo rate 

(their difference) determine the “interest rate 

corridor” for the daily movement in short 

term money market interest rates.  

Source: 

https://economictimes.indiatimes.com/news/

economy/policy/et-in-the-classroom-all-

about-rate-

corridor/articleshow/6230428.cms?from=md

r 

 

Q.88) With reference to The Fugitive 

Economic Offenders Act, 2018 consider 

the following statements: 

1) FEO is defined as an individual who has 

committed offences involving an amount 

of 100 crore rupees or more. 

2) A special court will be established under 

the Prevention of Money laundering Act, 

https://economictimes.indiatimes.com/news/economy/policy/et-in-the-classroom-all-about-rate-corridor/articleshow/6230428.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/policy/et-in-the-classroom-all-about-rate-corridor/articleshow/6230428.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/policy/et-in-the-classroom-all-about-rate-corridor/articleshow/6230428.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/policy/et-in-the-classroom-all-about-rate-corridor/articleshow/6230428.cms?from=mdr
https://economictimes.indiatimes.com/news/economy/policy/et-in-the-classroom-all-about-rate-corridor/articleshow/6230428.cms?from=mdr


 

 

2002 to declare a person as a Fugitive 

Economic Offender. 

3) The Special Court may confiscate 

properties of an FEO which are proceeds 

of crime, benami properties, or any other 

properties even if they are located 

abroad.  

Which of the statements given above is/are 

correct? 

(a) 1 and 2 only  

(b) 3 only  

(c) 1 and 3 only  

(d) 1, 2 and 3  

Answer: D 

Statement 1 is Correct:An FEO is a person 

against whom an arrest warrant has been 

issued for committing any offence listed in 

the Schedule to the Act, and the value of the 

offence is at least Rs 100 crore.  Further, the 

person has left the country and refuses to 

return, in order to avoid facing prosecution.  

The Bill lists 55 economic offences in the 

Schedule, which include: (i) counterfeiting 

government stamps or currency, (ii) 

dishonouring cheques, (iii) benami 

transactions, (iv) transactions defrauding 

creditors, (v) tax evasion, and (vi) money-

laundering. 

Statement 2 is Correct:To declare a person 

an FEO, an application will be filed in a 

Special Court (designated under the 

Prevention of Money-Laundering Act, 2002) 

containing details of the properties to be 

confiscated, and any information about the 

person’s whereabouts. 

Statement 3 is Correct:The Special Court 

may confiscate properties of an FEO which 

are proceeds of crime, benami properties, or 

any other properties even if they are located 

abroad 

Q.89) With reference to the High Speed 

Railways (bullet train), consider the 

following statements: 

1) Railway system designed for speeds 

above 500kmph is generally called high 

speed railways. 

2) At present, India doesn’t have an HSR. 

3) Unlike conventional trains that use 

wheels, the High Speed Rails is based on 

magnetic levitation. 

Which of the statements given above 

is/are correct? 

(a)    2 only  

(b)   1 and 2 only 

(c)     2 and 3 only  

(d)    None 

Answer   -   A 

Explanation: 

What is a high speed railway? 

 There's no standard definition, but a 

railway system designed for speeds 

above 250kmph is generally called high 

speed -sections of these routes may have 

lower speed limits for safety 

reasons.(Statement 1 is Incorrect) 

 Only 16 nations have high-speed 

railways -China boasts the world's 



 

 

longest network with 27,000km of such 

tracks. 

 Japan, Spain, France and Germany are 

the others where tracks dedicated for 

high-speed trains stretch over 1,000 km. 

Statement 2 is Correct:The current fastest 

train in India is the Vande Bharat Express 

(a.k.a Train 18) with an operational speed of 

160 km/h (99 mph). 

Maglev trains: 

1) Unlike conventional trains that use 

wheels, the Maglev is based on magnetic 

levitation.(Statement 3 is Incorrect) 

2) Electromagnets levitate the train a short 

distance just above the tracks. 

3) These magnets also create the thrust that 

moves the train. 

4) Compared to conventional trains, 

Maglev has superior controls as its 

acceleration and braking doesn't depend 

on friction of the track. 

5) The Maglev is very expensive to 

construct and there are only three 

operational commercial Maglev systems 

-in Japan, China and South Korea.  

Source:https://economictimes.indiatimes.co

m/industry/transportation/railways/everythin

g-you-wanted-to-know-about-bullet-

trains/what-is-a-high-speed-

railway/slideshow/60731138.cms 

Q.90) Which of the following is/are the 

probable impact(s) of disinvestment of PSUs 

in India 

1) Deepening of capital market 

2) Increment in the government revenue 

3) Improvement in the efficiency of 

functioning 

Answer using the codes given below 

a)3 only 

b)1 and 3 only 

c)2 and 3 only 

d)All of the above 

 

Ans)d 

Exp)The Cabinet recently approved the sale 

of the government’s stake in Bharat 

Petroleum Corporation Limited, a navratna 

public sector company with oil refining and 

marketing operations. 

Impacts of selling  of PSUs  

● Raising revenue in short term 

● The shortfall in GST collections. 

● Improving efficiency as Private Sector is 

more competitive 

● The number of existing public 

enterprises is working inefficiently and 

incurring huge losses.  

● When the government divests some 

stake it will increase the accountability 

of management. 

● It will have a beneficial effect on the 

efficient working of the enterprise. 

● Deepening of Capital market as it 

spreads equity culture  

● Reduction in future  government 

earnings due to reduction in dividend 

Q.91) With regard to the functioning of 

credit rating agencies, which one of the 

following statements describe the term 

‘Rating advisers’ recently seen in news: 

a) Unregulated entities acting as brokers 

between companies and rating agencies. 

https://economictimes.indiatimes.com/industry/transportation/railways/everything-you-wanted-to-know-about-bullet-trains/what-is-a-high-speed-railway/slideshow/60731138.cms
https://economictimes.indiatimes.com/industry/transportation/railways/everything-you-wanted-to-know-about-bullet-trains/what-is-a-high-speed-railway/slideshow/60731138.cms
https://economictimes.indiatimes.com/industry/transportation/railways/everything-you-wanted-to-know-about-bullet-trains/what-is-a-high-speed-railway/slideshow/60731138.cms
https://economictimes.indiatimes.com/industry/transportation/railways/everything-you-wanted-to-know-about-bullet-trains/what-is-a-high-speed-railway/slideshow/60731138.cms
https://economictimes.indiatimes.com/industry/transportation/railways/everything-you-wanted-to-know-about-bullet-trains/what-is-a-high-speed-railway/slideshow/60731138.cms


 

 

b) Regulated entities by RBI, working as an 

adviser over the functioning of credit 

rating agencies. 

c) Autonomous entities working as an 

information agency for the lenders to 

take advice over the credibility of ratings 

of the borrowing firm. 

d) A government department to recommend 

over the reforms in the credit rating 

system in India. 

Ans) a 

Exp.) Reserve Bank of India (RBI) has 

pinpointed the conflict of interest in the 

functioning of credit rating agencies and is 

concerned over the role of the little known 

club of ‘rating advisers’, which are 

unregulated entities acting as brokers 

between companies and rating agencies. 

https://economictimes.indiatimes.com/indust

ry/banking/finance/banking/reserve-bank-of-

india-raises-concern-over-role-of-rating-

advisers/articleshow/68457009.cms 

Q.92) The U K Sinha Committee sometimes 

seen in the news, has been constituted with 

which of the following objectives?  

a) To Reform the agricultural credit system 

b) To Restructure the administration of 

railways 

c) To formulate policy on disinvestment 

d) To study problems faced by 

MSME(Micro, Small and Medium 

Enterprise) 

Answer : d 

Explanation: 
● The Reserve Bank of India (RBI) formed 

a committee headed by former SEBI 

Chairman U.K. Sinha to study the 

problems faced by MSMEs.  

Key recommendations: 

● Form a ₹5,000 crore stressed asset fund 

for MSMEs which will assist units in a 

cluster becoming sick due to changes in 

external factors such as plastic ban, 

which had resulted in large numbers of 

such entities becoming non-performing. 

● RBI should increase the limit for non-

collateralized loans to ₹20 lakh. 

● It also suggested a revision in loan limit 

sanctioned under MUDRA by the 

Finance Ministry to ₹20 lakh from ₹10 

lakh. 

● Banks that wish to specialise in MSME 

lending, their sub-targets for farm loans 

under the priority sector lender could be 

waived off, and instead can be given a 

target for loans to the SME sector. The 

targets could be of 50% of the net bank 

credit for universal banks and 80% for 

small finance banks. 

● In order to provide loan portability in a 

seamless manner to MSMEs, RBI should 

come out with measures on portability of 

MSME loans with a lock-in period of 

one year. 

 

Q.93) Which of the following statements 

is/are correct regarding recently issued Steel 

Scrap Recycling Policy, 2019? 

1) It would promote the circular economy 

in the steel sector. 

2) It will increase the GHG emission 

intensity.  

3) India is self- sufficient in the availability 

of steel scrap and the policy aims at 

creating processing facilities for that.  

Answer using the codes given below 

a) 1 and 2 only 

b) 1 only 

c) 2 only 

https://economictimes.indiatimes.com/industry/banking/finance/banking/reserve-bank-of-india-raises-concern-over-role-of-rating-advisers/articleshow/68457009.cms
https://economictimes.indiatimes.com/industry/banking/finance/banking/reserve-bank-of-india-raises-concern-over-role-of-rating-advisers/articleshow/68457009.cms
https://economictimes.indiatimes.com/industry/banking/finance/banking/reserve-bank-of-india-raises-concern-over-role-of-rating-advisers/articleshow/68457009.cms
https://economictimes.indiatimes.com/industry/banking/finance/banking/reserve-bank-of-india-raises-concern-over-role-of-rating-advisers/articleshow/68457009.cms


 

 

d) 1 and 3 only 

Ans) B 

Statement 1 is correct. The policy aims to 

promote circular economy in the steel 

sector, besides promoting a formal and 

scientific collection, dismantling and 

processing activities for end of life products 

that are sources of recyclable (ferrous, non- 

ferrous and other non-metallic) scraps which 

will lead to resource conservation and 

energy savings and setting up of an 

environmentally sound management system 

for handling ferrous scrap. 

Statement 2 is incorrect. Scrap based steel 

making technologies have been envisaged as 

one of the important options to reduce GHG 

emission intensity. This shall feature as an 

important initiative of the steel sector to 

minimize Green House Gas (GHG) 

emissions.  

Statement 3 is incorrect. Availability of 

scrap is the major hurdle in achieving the 

objectives of the policy.  In 2017 the deficit 

was to the tune of 7 million tons. 

Q.94) Which of the following step(s) have 

been/can be taken by the Indian government 

to improve its ranking in ease of doing 

business index 

1) Reduction in the corporate tax rates 

2) Eliminate the requirement of a common 

company seal 

3) Successful implementation of the Real 

Estate Act, 2016 

Answer using the codes given below 

a)3 only 

b)1 and 3 only 

c)2 and 3 only 

d) All of the above 

Ans )d 

Exp) India ranks 63rd among 190 countries 

improving by 14 ranks from its rank of 77 in 

2019 in World Bank’s Ease of Doing 

Business ranking 2020 

India’s area of strength includes resolving 

insolvency,dealing with construction permits 

and trading across borders. On the other 

hand India's area of weakness include 

starting a business, enforcing contracts, 

protection of minority investors. 

Statement 1 is correct: In the biggest 

reduction in 28 years, the government in 

September slashed corporate tax rates up to 

10 percentage points as it looked to pull the 

economy out of a six-year low growth with a 

Rs 1.45 lakh crore tax break. 

Base corporate tax for existing companies 

has been reduced to 22 per cent from 30 per 

cent, and to 15 per cent from 25 per cent for 

new manufacturing firms incorporated after 

October 1, 2019, and starting operations 

before March 31, 2023. 

Statement 2 is Correct: Companies Act 

was recently amended to eliminate the 

requirement of a common company seal to 

reduce the time taken for starting a business. 

Statement 3 is correct: Real Estate 

Regulatory Authority (RERA) helps to 

regulate transactions related to both 

residential and commercial projects and 

ensure their timely completion and handover 



 

 

which has drastically arosen India’s rank in 

dealing with construction permits to 27 in 

2019 index. 

https://www.jatinverma.org/indias-ease-of-

doing-business-ranking-2020 

 

Q.95) With reference to the depreciation of 

Indian Rupee in recent years, consider the 

following statements: 

1) It will increase the competitiveness of 

Indian goods in the world market. 

2) It will become cheaper for an Indian 

student studying in the USA. 

3) The import of crude oil will become 

costlier. 

Which of the statements given above is/are 

correct? 

a) 1 and 2 only 

b) 2 and 3 only 

c) 1 and 3 only 

d) 1, 2 and 3 

 

Ans) c 

Exp) Statement 1 is correct. With the 

depreciation of the rupee, Indian goods will 

become cheaper in the world market and it 

will increase its competitiveness. 

 

Statement 2 is incorrect. An Indian student 

studying in USA spends in dollars. Let’s say 

his family sends him Rs 10,000 per month. 

It is equal to 200 dollars (assuming $ 1 = 50 

Rs). But if the Indian rupee depreciates to 60 

rupees for a dollar then the student only 

receives about 167 dollars. Thus, it 

becomes costly for him not cheaper. 

 

Statement 3 is correct. The depreciation of 

currency leads to imports become costlier. 

Since India imports most of its crude oil, so 

it will be more costly to import crude oil. 

 

Source)https://economictimes.indiatimes.co

m/news/economy/indicators/rupee-hits-71-

mark-read-how-it-may-impact-

you/articleshow/65619323.cms&https://ww

w.thehindu.com/business/Economy/what-

does-the-falling-rupee-mean-for-you-and-

economy/article24732052.ece 

 

Q.96) Which of the following is/are likely 

effect of increased Fiscal Deficit in an 

economy 

1. Crowding out private investment 

2. Increase in inflation 

3. Increase in Interest Rate 

Select the correct answer using the code 

given below 

a) 1 and 2 

b) 2 and 3 

c) 1 and 3 

d) 1, 2 and 3 

Ans) d 

Exp)  Fiscal Deficit Impact on Economy 

Economists and policy analysts disagree 

about the impact of fiscal deficits on the 

economy. Some, such as Nobel laureate Paul 

Krugman, suggest that the government 

doesn't spend enough money and that the 

sluggish recovery from the Great Recession 

of 2007-09 was attributable to the reluctance 

of Congress to run larger deficits to boost 

https://www.jatinverma.org/indias-ease-of-doing-business-ranking-2020
https://www.jatinverma.org/indias-ease-of-doing-business-ranking-2020
https://economictimes.indiatimes.com/news/economy/indicators/rupee-hits-71-mark-read-how-it-may-impact-you/articleshow/65619323.cms
https://economictimes.indiatimes.com/news/economy/indicators/rupee-hits-71-mark-read-how-it-may-impact-you/articleshow/65619323.cms
https://economictimes.indiatimes.com/news/economy/indicators/rupee-hits-71-mark-read-how-it-may-impact-you/articleshow/65619323.cms
https://economictimes.indiatimes.com/news/economy/indicators/rupee-hits-71-mark-read-how-it-may-impact-you/articleshow/65619323.cms
https://www.thehindu.com/business/Economy/what-does-the-falling-rupee-mean-for-you-and-economy/article24732052.ece
https://www.thehindu.com/business/Economy/what-does-the-falling-rupee-mean-for-you-and-economy/article24732052.ece
https://www.thehindu.com/business/Economy/what-does-the-falling-rupee-mean-for-you-and-economy/article24732052.ece
https://www.thehindu.com/business/Economy/what-does-the-falling-rupee-mean-for-you-and-economy/article24732052.ece


 

 

aggregate demand. Others argue that budget 

deficits crowd out private borrowing, 

manipulate capital structures and interest 

rates, decrease net exports, and lead to 

either higher taxes, higher inflation or both. 

There are ample reasons for the 

government to adhere to a tight fiscal 

policy. 

High fiscal deficit                                  

Higher government expenditure will push up 

demand and generate more money in the 

economy. This may lead to higher inflation. 

Taxes 

High fiscal deficit means government is not 

able to earn as much as it is spending. So 

often it raises taxes in some form or the 

other. The government, in order to repay its 

debt, is likely to levy more taxes in the 

future. It could be either higher inflation or 

higher taxes. Or, worse, it could be both. 

Interest Rates 

In an emerging economy like India, a higher 

fiscal deficit leaves little room for interest 

rate cuts. A higher interest rate may affect 

private investments from taking off in a 

growing economy like India. Banks have 

already witnessed a slowdown in credit 

takeoff. 

Borrowing costs may remain high for 

consumers (vehicle and house purchases or 

personal loans) and industry/companies 

Private sector 

More than average borrowing by the 

government from the market leaves that 

much less pool for private sector to borrow, 

stalling its growth plans. 

Source)https://www.investopedia.com/ask/a

nswers/021015/what-effect-fiscal-deficit-

economy.asp 

https://www.businesstoday.in/current/econo

my-politics/india-fiscal-deficit-breaches-

target-borrowing-government-securities-

economy-fy18/story/266906.html 

https://theprint.in/economy/time-for-india-

to-come-clean-on-fiscal-deficit-numbers-ex-

finance-secretary-subhash-garg/350020/ 

Q.97) With reference to the recent changes 

in the Corporation Tax, consider the 

following statements: 

1. The corporate tax was the largest source 

of revenue under the direct taxes for the 

government last year. 

2. Only domestic companies can avail the 

benefits of this reduced tax rate. 

Which of the statements given above is/are 

correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

 

Ans) c 

Exp)Statement 1 is correct. The tax 

revenue received from corporate tax (under 

direct tax) was highest for the year 2017-18 

and 2018-19. 

Statement 2 is correct. A new provision is 

inserted in the Income Tax Act from fiscal 

year 19-20 to give any domestic company a 

https://www.investopedia.com/ask/answers/021015/what-effect-fiscal-deficit-economy.asp
https://www.investopedia.com/ask/answers/021015/what-effect-fiscal-deficit-economy.asp
https://www.investopedia.com/ask/answers/021015/what-effect-fiscal-deficit-economy.asp
https://www.businesstoday.in/current/economy-politics/india-fiscal-deficit-breaches-target-borrowing-government-securities-economy-fy18/story/266906.html
https://www.businesstoday.in/current/economy-politics/india-fiscal-deficit-breaches-target-borrowing-government-securities-economy-fy18/story/266906.html
https://www.businesstoday.in/current/economy-politics/india-fiscal-deficit-breaches-target-borrowing-government-securities-economy-fy18/story/266906.html
https://www.businesstoday.in/current/economy-politics/india-fiscal-deficit-breaches-target-borrowing-government-securities-economy-fy18/story/266906.html
https://theprint.in/economy/time-for-india-to-come-clean-on-fiscal-deficit-numbers-ex-finance-secretary-subhash-garg/350020/
https://theprint.in/economy/time-for-india-to-come-clean-on-fiscal-deficit-numbers-ex-finance-secretary-subhash-garg/350020/
https://theprint.in/economy/time-for-india-to-come-clean-on-fiscal-deficit-numbers-ex-finance-secretary-subhash-garg/350020/


 

 

22% corporate tax rate subject to the 

condition that they will not avail any 

exemptions or incentives. The minister said 

the effective tax rate for these companies is 

25.17% inclusive of all surcharges and cess. 

 

As per Income Tax Act, a domestic 

company means an Indian company or any 

other company which in respect of its 

income, liable to tax under the Income-tax 

Act, has made the prescribed arrangements 

for the declaration and payment within 

India, of the dividends (including dividends 

on preference shares) payable out of such 

income. 

Thus, all Indian Companies are treated as 

Domestic Company but all Domestic 

Company are not Indian Company. 

If a Foreign Company makes prescribed 

arrangements for payment of dividends in 

India it shall be treated as a Domestic 

Company. 

 

Source)http://prsindia.org/parliamenttrack/b

udgets/union-budget-2019-20-

analysis&https://www.indiabudget.gov.in/do

c/rec/tr.pdf&https://www.thehindubusinessli

ne.com/economy/fm-slashes-corporate-tax-

rate-heres-what-it-means-for-india-

inc/article29466477.ece&https://www.livem

int.com/politics/policy/govt-cuts-corporate-

tax-rate-to-22-relief-on-buyback-tax-

1568958459203.html 

 

Relevance) The government has cut the 

corporate tax rate for companies that do not 

avail of any tax incentive to 22%. And 

effective corporate tax rate after surcharge 

will be 25.17%. 

 

Q.98)  Which of the following statements 

about current account deficit in India is/are 

correct in the present scenario 

1. CAD is a record of all trade, net 

transfers and earning transactions of a 

country with the rest of the world. 

2. During economic slowdown, contraction 

in CAD reflects a better trade position. 

Choose the correct answer using the codes 

given below. 

a) 1 only  

b) 2 only  

c) Both 1 and 2 

d) None of the above 

 

Correct answer: A 

Explanation 

Statement 1 is correct:CAD is a record of 

all trade, net transfers and earning 

transactions of a country with the rest of the 

world. 

Statement 2 is incorrect: Most of the 

India’s imports is for self-consumption, so 

the contraction in CAD means less imports 

which is a sign of weak demand. It does not 

reflect better trade position. 

However, Contraction in CAD is good 

during a normal year as Import rises when 

the growth picks up. Contraction in CAD 

due to better trade policies and export 

competitiveness is good for the economy but 

certainly not when it signifies a weak 

demand. 

 

Q.99) Which of the following statements 

is/are correct about Word Bank(WB)? 

1) The World Bank was created 

immediately after the Second World 

War in 1945. 

2) The WB not only provides loans and 

grants to the member-countries but also 

assists countries inhuman and rural 

development. 

3) WB forms an agency of the United 

Nations. 

http://prsindia.org/parliamenttrack/budgets/union-budget-2019-20-analysis
http://prsindia.org/parliamenttrack/budgets/union-budget-2019-20-analysis
http://prsindia.org/parliamenttrack/budgets/union-budget-2019-20-analysis
https://www.indiabudget.gov.in/doc/rec/tr.pdf
https://www.indiabudget.gov.in/doc/rec/tr.pdf
https://www.thehindubusinessline.com/economy/fm-slashes-corporate-tax-rate-heres-what-it-means-for-india-inc/article29466477.ece
https://www.thehindubusinessline.com/economy/fm-slashes-corporate-tax-rate-heres-what-it-means-for-india-inc/article29466477.ece
https://www.thehindubusinessline.com/economy/fm-slashes-corporate-tax-rate-heres-what-it-means-for-india-inc/article29466477.ece
https://www.thehindubusinessline.com/economy/fm-slashes-corporate-tax-rate-heres-what-it-means-for-india-inc/article29466477.ece
https://www.livemint.com/politics/policy/govt-cuts-corporate-tax-rate-to-22-relief-on-buyback-tax-1568958459203.html
https://www.livemint.com/politics/policy/govt-cuts-corporate-tax-rate-to-22-relief-on-buyback-tax-1568958459203.html
https://www.livemint.com/politics/policy/govt-cuts-corporate-tax-rate-to-22-relief-on-buyback-tax-1568958459203.html
https://www.livemint.com/politics/policy/govt-cuts-corporate-tax-rate-to-22-relief-on-buyback-tax-1568958459203.html


 

 

Select the correct answer using the codes 

given below 

a) 1 and 2 only 

b) 2 only 

c) 1 and 3 only 

d) 1, 2 and 3 

 

Ans: D 

Solution: 

1.  Its activities are focused on developing 

countries. It works for human development 

(education, health), agriculture and rural 

development (irrigation, rural services), 

environmental protection (pollution 

reduction, establishing and enforcing 

regulations), infrastructure (roads, urban 

regeneration, electricity) and governance 

(anti-corruption, development of legal 

institutions). 

 

2.  It provides loans and grants to the 

member-countries. In this way, it exercises 

enormous influence on the economic 

policies of developing countries. It is often 

criticised for setting the economic agenda of 

the poorer nations, attaching stringent 

conditions to its loans and forcing free 

market reforms. 

 

3.  Linked to the United Nations through 

special agreements, the separate, 

autonomous 

specialized agencies of the UN family set 

standards and guidelines, help formulate 

policies, 

provide technical assistance, and other forms 

of practical help in virtually all areas of 

economic and social endeavour such as 

World Bank, ILO, WHO etc. 

 

Source: 

http://www.ncert.nic.in/ncerts/l/leps106.pdf 

Q.100) Consider the following statements 

regarding Merchant Discount Rate 

sometimes seen in news: 

1) It is the maximum discount that an E-

commerce platform can provide to a 

customer on a particular product. 

2) It applies only on the marketplace 

based e-commerce platforms. 

Which of the statements given above 

is/are correct? 

a) 1 only 

b) 2 only 

c) Both 1 and 2 

d) Neither 1 nor 2 

 

Ans) d 

Exp) Statement 1 is incorrect. MDR is 

the cost paid by a merchant to a bank 

for accepting payment from their 

customers via digital means. The 

merchant discount rate is expressed in 

percentage of the transaction amount. It is 

also applicable for online transactions and 

QR-based transactions. The amount that 

the merchant pays for every transaction 

gets distributed among three stakeholders-

-the bank that enables the transaction, 

vendor that installs the point of sale (PoS) 

http://www.ncert.nic.in/ncerts/l/leps106.pdf


 

 

machine and the card network provider 

such as Visa, MasterCard, RuPay. 

 

Statement 2 is incorrect. All the 

merchants have to pay a certain 

percentage of the transaction to the 

service providers (online transaction). 

Therefore, both inventory based and 

marketplace based E- commerce platforms 

are required to pay MDR. 

Market Model: It is merely an online 

platform connecting buyers and sellers and 

has no inventory of its own. Inventory 

Model: The marketplace owners owns the 

products and also manages the complete 

end-to-end sales process. 

 

Source)https://www.thehindu.com/busine

ss/Industry/mdr-reimbursement-pending-

from-

banks/article25061892.ece&https://www.l

ivemint.com/news/india/no-mdr-charges-

on-transactions-via-rupay-upi-from-

january-nirmala-sitharaman-

11577522520944.html 

 

 

https://www.thehindu.com/business/Industry/mdr-reimbursement-pending-from-banks/article25061892.ece
https://www.thehindu.com/business/Industry/mdr-reimbursement-pending-from-banks/article25061892.ece
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