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1.1. Previous Years Questions

1. Economic growth is usually coupled with
[UPSC CSE Pre. 2011]

(a) Deflation 
(b) Inflation 
(c) Stagflation 
(d) Hyperinflation 

2. Economic growth in country X will necessarily 
have to occur if  [UPSC CSE Pre. 2013]
(a) there is technical progress in the world economy 
(b) there is population growth in X 
(c) there is capital formation in X 
(d) the volume of trade grows in the world economy 

3. The national income of a country for a given 
period is equal to the  [UPSC CSE Pre. 2013]
(a) total value of goods and services produced by 

the nationals 
(b) sum of total consumption and investment 

expenditure 
(c) sum of personal income of all individuals 
(d) money value of final goods and services 

produced 

4. Increase is absolute and per capita real GNP do not 
connote a higher level of economic development, if 

[UPSC CSE Pre. 2018]
(a) industrial output fails to keep pace with 

agricultural output. 
(b) agricultural output fails to keep pace with 

industrial output. 
(c) poverty and unemployment increase. 
(d) imports grow faster than exports. 

5. Despite being a high saving economy, capital 
formation may not result in significant increase in 
output due to [UPSC CSE Pre. 2018]
(a) weak administrative machinery 
(b) illiteracy 
(c) high population density 
(d) high capital-output ratio 

6.  Consider the following statements: 
[UPSC CSE Pre. 2019]

1. Purchasing Power Parity (PPP) exchange rates 
are calculated by comparing the prices of the 
same basket of goods and services in different 
countries 

2. In terms of PPP dollars, India is the sixth largest 
economy in the world. 

Which of the statement given above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

7. The money multiplier in an economy increases 
with which one of the following? 

[UPSC CSE Pre. 2019]
(a) Increase in the cash reserve ratio 
(b) Increase in the banking habit of the population 
(c) Increase in the statutory liquidity ratio 
(d) Increase in the population of the country 

8. Which of the following can aid in furthering the 
Government’s objective of inclusive growth?

[UPSC CSE Pre. 2011]
1. Promoting Self-Help Groups 
2. Promoting Micro, Small and Medium 

Enterprises 
3. Implementing the Right to Education Act 
Select 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 

9. Which of the following can be said to be essentially 
the parts of ‘Inclusive Governance’? 

[UPSC CSE Pre. 2012]
1. Permitting the Non-Banking Financial 

Companies to do banking 
2. Establishing effective District Planning 

Committees in all the districts 
3. Increasing the government spending on public 

health 
4. Strengthening the Mid-day Meal Scheme 
Select the correct answer using the codes given 
below: 
(a) 1 and 2 only 
(b) 3 and 4 only 
(c) 2, 3 and 4 only 
(d) 1, 2, 3 and 4 

10. The main objective of the 12th Five-Year Plan is 
[UPSC CSE Pre. 2014]

(a) inclusive growth and poverty reduction. 
(b) inclusive and sustainable growth 
(c) sustainable and inclusive growth to reduce 

unemployment 
(d) faster, sustainable and more inclusive growth. 

INDIAN ECONOMY
BASICS OF ECONOMICS
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11. With reference to India’s Five -Year Plans, which of 
the following statements is/are correct?

[UPSC CSE Pre. 2019]
1. From the Second Five -Year Plan, there was a 

determined thrust towards substitution of basic 
and capital good industries. 

2. The Fourth Five -Year Plan adopted the objective 
of correcting the earlier trend of increased 
concentration of wealth and economic power. 

3. In the Fifth Five -Year Plan, for the first time, the 
financial sector was included as an integral part 
of the Plan. 

Select the correct answer using the code given below. 
(a) 1 and 2 only 
(b) 2 only 
(c) 3 only 
(d) 1, 2 and 3 

12. With reference to land reforms in independent 
India, which one of the following statements is 
correct? [UPSC CSE Pre. 2019]
(a) The ceiling laws were aimed at family holdings 

and not individual holdings. 
(b) The major aim of land reforms was providing 

agricultural land to all the landless. 
(c) It resulted in cultivation of cash crops as a 

predominant form of cultivation. 
(d) Land reforms permitted no exemptions to the 

ceiling limits. 

Practice Questions

1.2. Core Economics and Growth

13. Which of the following items are the components 
of macroeconomics? 
1. Inflation. 
2. Level of Unemployment in an economy. 
3. Wage levels in a company. 
4. External trade balance. 
Select the correct answer using the code given below: 
(a) 1, 2 and 4 only 
(b) 1 and 3 only 
(c) 2, 3 and 4 only 
(d) 1, 2, 3 and 4 

14.  Consider the following statements: 
1. The demand for Giffen goods increases as the 

price of goods decreases. 
2. The demand of Veblen Goods increases with 

increase in price. 
3. The income elasticity of demand for Inferior 

Goods is negative. 
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 

15. Which of the following components is/are the 
components of the impossible Trinity of Economics? 
1. Free flow of capital 
2. Fiscal deficit 
3. Fixed currency exchange rate 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 3 only 

16. During summer, ice-creams become more 
favourable to people. What is the likely impact of 
this situation on the demand curve for ice-creams? 
(a) There is upward movement along the demand 

curve. 
(b) There is a leftward shift in the demand curve. 
(c) There is downward movement along the demand 

curve. 
(d) There is a rightward shift in the demand curve. 

17. A ‘laissez-faire’ economy can be identified by 
which of the following characteristics? 
(a) Lack of government intervention in the economy 
(b) Distribution of goods as per the needs of the 

society 
(c) Provision of minimum wages for all 
(d) Community ownership of the means of 

production 

18. With reference to ‘’Lorenz curve’’, which one of the 
following statements is incorrect? 
(a) It is used to depict distribution of income within 

a population. 
(b) Higher Gini coefficient indicates greater 

inequality. 
(c) Gini coefficient of India has increased during the 

last decade. 
(d) In 2020, the wealth share of the top 1% wealthy 

people in India declined due to pandemic. 

19. With respect to impacts of covid, which of the 
following statements is/are correct about Indian 
economy? 
1. Indian economy entered technical recession for 

the first time in independent India. 
2. The aggregate demand in the economy decreased 

due to fall in disposable income. 
3. India is following a K-shaped recovery curve 

which will ensure equitable growth of upper- 
and lower-income households. 

Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

20. A family spends 25% of their income on food at an 
income level of 50,000 per month. If their income 
increases to 100,000 per month, they will spend 
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less than 25% of money on food while increasing 
spending in other areas. 
Which one of the following law/theories correctly 
describes the situation given above? 
(a) Engel’s Law 
(b) Misery index 
(c) Phillips’s curve 
(d) Kuznets curve 

21. Consider the following types of recession and 
their definition. 

Recession: Definition 
1. Double dip 

recession 
recession that fall 
quickly and fail to 
recover.

2. Growth recession economy is growing at 
such a slow pace that 
more jobs are lost than 
created.

3. Technical recession economy goes into 
recession shortly after 
recovering from first. 

Which of the pairs given above is/are correctly 
matched? 
(a) 1 and 2 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 1 only 

22. With reference to the various forms of economic 
recoveries, consider the following statements: 
1. A K-shaped recovery is characterised by an 

increase in the income inequality between 
various sections of the population. 

2. A W-shaped recovery is the most optimistic 
scenario of an economic recovery. 

3. An L-shaped recovery is characterised by a slow 
rate of recovery with persistent unemployment 
and stagnant economic growth. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 and 3 only 
(c) 1, 2 and 3 
(d) 1 and 3 only 

23. It is a behavioral economic theory suggesting that 
people spend more as the value of their assets rise. 
The idea is that consumers feel more financially 
secure and confident about their wealth when 
their homes or investment portfolios increase in 
value. 
What is being referred to in the above paragraph? 
(a) Accelerator effect 
(b) Crowding out effect 
(c) Wealth Effect 
(d) Base effect 

24. With reference to the various types of competition 
in an economy, consider the following statements: 
1. In a Monopolistic competition, the goods 

produced by firms are non-homogenous. 
2. Oligopoly is a market structure with the presence 

of only a few sellers. 
3. In a monopoly, the free entry of multiple firms in 

the market is prevented. 
Which of the statements given above is/are correct? 
(a) 3 only 
(b) 1 and 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

25. Which one of the following statements best 
describes the term ‘Zombie firm’ in the context of 
Indian economy? 
(a) It is a firm that does not conduct any managerial 

and profitable operations in the economy. 
(b) It is a firm with lower than one interest coverage 

ratio, and are unable to meet their interest 
obligations from their income. 

(c) It is a firm created to be sold to a person who 
wish to start a company without going through 
all the procedures of creating a new one. 

(d) It is a firm engaged in tax planning strategies 
that exploit gaps and mismatches in tax rules to 
avoid paying tax. 

26. With reference to the concept of business cycle, 
consider the following statements: 
1. It is a microeconomic concept that explains the 

growth dynamics of individual companies. 
2. Inflation is at a comparatively high level in 

depression stage. 
3. Boom stage may be characterized as a mismatch 

between demand and supply. 
Which of the given statements is/are incorrect? 
(a) 2 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

27. Match the following pairs of Economic Sectors 
and the associated Activities:

Economic Sectors Activities
1. Primary activities A. Scientific Research
2. Secondary activities B.  Software 

development
3. Tertiary activities C.  Mining and 

Quarrying
4. Quaternary 

activities
D. Manufacturing

5. Quinary activities E. Medical tourism
Select the correct answer using the code given below: 
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(a) 1-C, 2-D, 3-B, 4-A, 5-E 
(b) 1-D, 2-C, 3-E, 4-B, 5-A 
(c) 1-C, 2-D, 3-E, 4-B, 5-A 
(d) 1-C, 2-D, 3-E, 4-A, 5-B 

28. Which of the following activities is/are included in 
the microeconomic policy? 
1. Saving and consumption by households. 
2. Economic policy decisions taken by individual 

states in India. 
3. Hiring of workers by the firms. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) 1 and 2 only 
(d) 1 and 3 only 

29. With reference to the functioning of the different 
kinds of economic systems, consider the following 
statements: 
1. Great Depression reinforced the belief in the 

self-correcting quality of the market 
2. Market socialism had been suggested in the 

context of the capitalist economy. 
3. World Bank has given a fixed template of the 

mixed economic model for nations to follow. 
4. Mixed Economy has become the most accepted 

way to organize an economy. 
Which of the statements given above is/are correct? 
(a) 2 and 3 only 
(b) 2, 3 and 4 only 
(c) 4 only 
(d) 1, 2, 3 and 4 

30. With reference to the mixed economy model, 
which of the following statements is/are correct? 
1. The government and the private sector 

participate in equal measure in the economy. 
2. India had adopted a mixed economic model at 

the time of independence. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

31. With reference to the price elasticity of demand 
for a good, consider the following statements: 
1. Demand for an essential item is always elastic. 
2. Availability of substitutes makes demand elastic. 
3. Demand for luxury good is always inelastic. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

32. Which of the following is/are the feature(s) of 
perfectly competitive markets? 
1. The market consists of a large number of buyers 

and sellers. 
2. Entry into the market as well as exit from the 

market are free for firms. 
3. Products of different firms are distinct. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 1, 2, and 3 

33. With reference to a firm’s supply curve, consider 
the following statements: 
1. Technological progress shifts the supply curve of 

a firm to the right. 
2. Increase in input prices shift a firm’s supply 

curve to the left. 
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 

34. Which of the following can be said to be the 
characteristic feature of a capitalist economy? 
1. There is private ownership of the means of 

production. 
2. Production takes place for selling the output 

in the market as well as saving it for personal 
requirements of the owner in future. 

3. Sale and purchase of labour services at a price is 
known as the wage rate. 

Select the correct answer 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 

35. Consider the following pairs: 

Economic Systems Characteristics
1. Command 

Economy
Support Private Profit

2. Free Market 
Economy

No competition

3. Mixed Economy Welfare motive in 
public sector

Which of the pairs given above is/are correctly 
matched? 
(a) 1 only 
(b) 1 and 3 only 
(c) 3 only 
(d) 2 and 3 only 
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36. “The aggregate savings rate of an economy 
growing at 12.5% per annum is 43.75%. Assuming 
that the people in this economy use half their 
savings for investment, what is the Incremental 
Capital Output Ratio (ICOR) of this economy?” 
(a) 7.00 
(b) 1.75 
(c) 0.57 
(d) 3.5 

37. With reference to Incremental capital-output ratio 
(ICOR), consider the following statements: 
1. ICOR represents relation between investment 

and GDP growth rate. 
2. Lower ICOR value reflects lower efficiency of the 

capital. 
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 

38. With reference to India’s economy since 
independence, what does the ‘Hindu rate of 
growth’ refer to? 
(a) High growth rate of the economy before 1991 
(b) Low growth rate of the economy after 1991 
(c) High growth rate of the economy after 1991 
(d) Low growth rate of the economy before 1991 

39. With reference to Gross capital formation in 
various sectors, which of the following statements 
is/are correct? 
1. The rate of growth of Gross capital formation 

in Agriculture and Allied sector has been 
continuously declining since liberalization. 

2. The rate of growth of Gross capital formation 
in the Industrial sector has been continuously 
increasing in the last decade. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

40. Which of the following reforms can be seen as part 
of Second-Generation Reforms (reforms onward 
2001) in India? 
1. De-reservation and de-licensing of the 

industries. 
2. Dismantling of the Administered Price 

Mechanism. 
3. Fully functional Panchayati Raj Institutions. 
Select the correct answer using the code given below. 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 only 
(d) 1, 2 and 3

1.3. National Income

41. In which of the following situations, the GDP of a 
country will be equal to its GNP? 
(a) When there is no net depreciation in the value 

of capital assets 
(b) When the net factor income from abroad is 

positive 
(c) When the factor cost become equal to market 

price after adjustments 
(d) When there is no net factor income from abroad 

42. Which of the following is incorrect with reference 
to the term “Potential GDP”? 
(a) It is the level of output which any economy can 

produce at a constant inflation rate. 
(b) Potential GDP helps in the calculation of the 

GDP gap. 
(c) Inflation and recession are the only determinants 

of potential GDP. 
(d) Higher level of capital formation can lead to 

increase in potential GDP 

43.  Consider the following statements: 
1. Nominal GDP is calculated so that the goods and 

services are evaluated at some constant prices. 
2. Real GDP is the value of GDP at the current 

prevailing prices. 
3. GDP Deflator gives an idea about the movement 

of prices from the base year. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 2 only 

44.  Consider the following statements: 
1. Personal Income is the part of National Income 

which is received by households. 
2. National Disposable Income is obtained by 

adding current transfers from the world to 
India’s Net National Product at factor cost. 

3. Transfer Payments are transactions in which 
payments are made without any counterpart of 
services being rendered to the payer. 

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 

45.  Consider the following statements: 
1. Kuznets hypothesis suggests that economic 

growth initially leads to greater equality, 
followed by inequality. 

2. India’s per capita gross domestic product had 
increased nearly five times in the past two 
decades. 

3. The past five years shows a declining trend in the 
rural wage growth. 
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4. If every resident in India has the same income, 
the Gini coefficient will be zero. 

Which of the statements given above is/are correct? 
(a) 2 and 3 only 
(b) 1 and 4 only 
(c) 2, 3 and 4 only 
(d) 1, 3 and 4 only 

46. Consider the following statements: 
1. Precautionary Savings occur in response to 

uncertainty regarding future income. 
2. In India, the household savings have consistently 

decreased during the last five years. 
Which of the above statements is/are correct? 
(a) 1 Only 
(b) 2 Only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

47. With regard to various economic indicators 
during the last five years in India, consider the 
following statements: 
1. Household savings have consistently increased. 
2. Gross capital formation has witnessed a 

consistent decline. 
3. Net exports have remained negative consistently. 
Which of the statements given above is/are incorrect? 
(a) 1 only 
(b) 1 and 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

48. Consider the following statements with reference 
to the National Statistical Office (NSO) of India: 
1. It comes under direct control of the Prime 

Minister’s Office. 
2. Central Statistical Office is a part of the NSO. 
3. It conducts the Annual Survey of Industries. 
Which of the statements given above is/are correct? 
(a) 1 only 
(b) 3 only 
(c) 1 and 3 only 
(d) 2 and 3 only 

49. Consider the following statements: 
1. Gross value added (GVis a measure of the 

contribution to GDP made by an individual 
producer, industry or sector. 

2. In India, Gross domestic product (GDP) at 
factor cost is used to measure economic growth. 

3. Gross Domestic Product (GDP) of any nation 
represents the sum of gross value added (GVin 
all the sectors of that economy during the said 
year after adjusting for taxes and subsidies. 

Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 

(c) 2 and 3 only 
(d) 1, 2 and 3 

50. With reference to economic growth, which one of 
the statements given below is incorrect? 
(a) Real GDP measures the economy’s total goods 

and services produced each year, considering 
changes in price levels. 

(b) While calculating GDP, income generated by 
the nationals of a country outside the domestic 
territory is not considered. 

(c) While calculating GNP, income generated by the 
nationals of a country outside the country is not 
considered. 

(d) When depreciation is deducted from GNP, the 
net value is called Net National Product. 

51.  Consider the following statements: 
1. Economic Growth measures the progress of 

economy in quantitative terms, mostly focusing 
on GDP and overall output. 

2. Economic Development is a quantitative as well 
as a qualitative progress. 

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 

52. According to Amartya Sen, development means 
the. 
(a) Process of expanding human freedom 
(b) Growth in per capita Gross Development 

Product 
(c) Improvement in the wealth of capitalists 
(d) Growth only in Gross National Happiness 

53. Which of the following is/are the function/s of the 
Central Statistics Office (CSO)? 
1. Compilation of the Economic Survey, 
2. It is responsible for the compilation and 

publication of national income statistics. 
3. Index of Industrial production (IIP) is published 

on a monthly basis by CSO. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

54. Which of the following components is/are 
included in the GDP calculation of India? 
1. Salaries to Indian residents working in Russian 

Embassy in India. 
2. Profits earned by a company in India, which is 

owned by non-residents. 
3. Profits earned by a branch of IDBI bank in 

Germany. 
Select the correct answer using the code given below: 
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(a) 1 and 2 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 3 only 

55. India’s GDP is projected to grow at 10.4 per cent 
in FY22 after a 7.8 per cent contraction in the 
FY2The distortion in growth rate that results from 
abnormally high or low levels of growth rate in the 
previous period is known as: 
(a) Edge effect 
(b) Base effect 
(c) Domino effect 
(d) Fisher Effect 

56. Which of the following indicators are used by 
National Statistical Office (NSO) to prepare the 
Advance Estimates of GDP? 
1. Index of Industrial Production (IIP). 
2. Advance Estimates of Crop production. 
3. Accounts of Central & State Governments. 
4. Passenger and Freight earnings of Railways. 
5. Financial performance of Listed Companies in 

the Private Corporate sector. 
Select the correct answer using the code given below: 
(a) 1 and 3 only 
(b) 1, 2 and 4 only 
(c) 2, 3, 4 and 5 only 
(d) 1, 2, 3, 4 and 5 

57. With reference to Transfer Payments, which of the 
following options is/are incorrect? 
(a) Transfer payments are not part of the Gross 

Domestic Production (GDP). 
(b) Indira Gandhi National Old Age Pension 

Scheme is an example of transfer Payment. 
(c) It involves a ‘two-way’ payment of money 

between the government and the beneficiary. 
(d) Government payment to corporations including 

unconditional bailouts and subsidies is not 
transfer payments. 

58. Which of the following can be used to measure 
changes in price in an economy? 
1. Real GDP 
2. Nominal GDP 
3. Consumer Price Index (CPI) 
4. GDP Deflator 
5. Wholesale Price Index (WPI) 
Select the correct answer using the code given below: 
(a) 1, 3, 4 and 5 only 
(b) 1, 2 and 3 only 
(c) 2, 3, 4 and 5 only 
(d) 1, 2, 3, 4 and 5 

1.4.  Planning in India 

59. In the context of economic planning in India, 
consider the following pairs: 

Economic Systems Feature
1. Economic Plan Support Private Profit
2. Bombay Plan Central role of public 

sector in development  
of capital goods 
industry.

3. Sarvodaya Plan Decentralized economy 
based on village and 
cottage industries. 

4. People’s Plan Emphasis on heavy 
industries and import 
substitution.

Which of the pairs given above are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

60. Which of the following statements is/are correct 
regarding the Planning Commission and NITI 
Aayog? 
1. Unlike Planning Commission, the NITI Aayog 

decides on the quantum of grants to be made to 
the states. 

2. NITI Aayog conducts research on public data 
and recommends policies to the states. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

61. Which of the following statements is correct 
about the Annual Plans during the Planning 
Commission era? 
(a) Twenty-Point Programme was launched during 

an Annual Plan. 
(b) These were based on the Gadgil strategy. 
(c) A total of 5 annual plans were released by 

Planning Commission. 
(d) The strategy of annual plans was adopted due to 

similar reasons every time. 

62. Consider the following statements regarding 
India’s five-year plans: 
1. The First five-year plan primarily focussed on 

agriculture and price stability. 
2. 2. Mahalanobis plan advocated huge imports 

through foreign loans. 
3. The Second five-year plan introduced the 

Industrial Policy 1956 to achieve the goal of a 
socialistic pattern of society. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 
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63. Which of the following is/are the objectives of 
planning? 
1. Self- reliance 
2. Modernization 
3. Elimination of poverty 
4. Reduction in income inequalities 
Select the correct answer using the code given below: 
(a) 1 and 3 only 
(b) 1, 3 and 4 only 
(c) 2, 3 and 4 only 
(d) 1, 2, 3 and 4 

64. Which of the following events took place during 
the commonly called ‘Plan Holiday’ period in 
India? 
(a) The Naxalbari Peasant Uprising. 
(b) Nationalization of Air India 
(c) Abolition of Privy Purses 
(d) Declaration of National Emergency on the bases 

of internal disturbance. 

65. Which of the following statements with regard to 
indicative planning is/are correct? 
1. The market forces of demand and supply play a 

minimal role. 
2. India adopted indicative planning in the Eighth 

FYP. 
3. It is also called directive planning. 
Select the correct answer using the codes given 
below: 
(a) 2 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1 and 2 only 

66. With respect to Bombay Plan of the pre-
independence era, which of the following 
statements is/are correct? 
1. The plan advocated for abolition of zamindari 

system. 
2. The plan supported the Gandhian concept 

of village economy and denounced rapid 
industrialization. 

3. It laid emphasis on promoting medium-scale, 
small-scale and cottage industries. 

4. It did not want the state to play any role in 
economy. 

Select the correct answer using the code given below 
(a) 1 and 3 only 
(b) 2 and 4 only 
(c) 1, 3 and 4 only 
(d) 1, 2, 3 and 4 

67. With respect to planning in India, which of 
the following statements is are incorrect about 
Gandhian Plan? 
1. The plan laid more emphasis on agriculture than 

industrialization. 
2. The plan agreed with Bombay Plan on a 

dominant role of state in the economy. 

3. It was formulated by the Gandhian Jaiprakash 
Narayan. 

Select the correct answer using the code given below 
(a) 1 and 3 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

68. With respect to the Sarvodaya Plan, which of the 
following statements is/are correct? 
1. Both agricultural and industrial sector were 

equally highlighted by the plan. 
2. It was inspired by the Sarvodaya concept of 

Vinoba Bhave. 
3. The plan advocated for dependence on foreign 

capital and technology to promote industrial 
sector. 

Select the correct answer using the code given below 
(a) 1 and 3 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

69. In the context of Indian economy after 
independence, consider the following statements: 
1. After independence, India adopted a planned 

and a communist economic model. 
2. The private sector was given an active and 

dominant role in the economy. 
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 

70.  Consider the following statements with respect to 
the origin and expansion of planning: 
1. USA was the first country to start regional 

planning. 
2. The concept of national long-term plans is 

rooted in the Russian revolution. 
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 

71. Consider the following statements: 
1. Economic decisions are made through market 

systems in imperative planning. 
2. Indicative plan recognizes consumers’ 

sovereignty and producers’ freedom. 
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 

72. Consider the following statements with respect to 
the erstwhile Planning Commission of India: 
1. The finance minister was the ex-officio member 

of the commission. 
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2. The deputy chairperson was appointed by the 
President. 

3. The state governments were not represented in 
the commission. 

4. The fulltime expert members had the rank of a 
minister of state. 

Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 2 and 4 only 
(c) 1, 3 and 4 only 
(d) 1, 2, 3 and 4 

73. With reference to the National Development 
Council (NDC), which of the following statements 
are correct? 
1. Its recommendations were not binding on the 

Planning Commission. 
2. The Draft Five-Year Plans used to be placed 

before the NDC, for its acceptance. 
3. Government of India has passed a resolution to 

abolish the NDC and transfer its powers to the 
Governing Council of the NITI Aayog. 

Select the correct answer 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 

74. Which of the following are members of the 
National Development Council (NDC): 
1. All Union Cabinet Ministers 
2. The Chief Ministers of all states 
3. Members of the Planning Commission 
4. Finance Minister of each state 
5. Administrators of the union territories 
Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 1, 2 and 3 only 
(c) 2, 3 and 4 only 
(d) 1, 2, 3 and 5 

75. Consider the following statements regarding NITI 
Aayog: 
1. The NITI Aayog does not have the power to 

allocate funds, unlike the Planning Commission. 
2. The states have representation in the NITI 

Aayog, unlike the Planning Commission. 
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 

76. Consider the following statements in the context 
of planning in India: 
1. The 74th Constitutional Amendment of 1992 

have made specific provisions for setting up 
District Planning Committees. 

2. The subject of economic and social planning 
comes under the Union List of the Constitution. 

3. The micro-level planning is primarily based on 
local priorities. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1 and 3 only 

77. Consider the following statements in the context 
of Finance Commission and the Planning 
Commission: 
1. The members of both the commissions are 

appointed by the president. 
2. The recommendations of both the commissions 

are advisory in nature. 
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 

78. Consider the following statements with regard to 
the structure of NITI Aayog: 
1. The CEO of NITI Aayog is Cabinet Secretary. 
2. The Governing Council of NITI Aayog 

comprises Chief Ministers of all States and Lt. 
Governors of Union Territories. 

Which of the above statements is/are correct? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2

79. Which of the following activities are associated 
with NITI Aayog? 
1. Foster Cooperative Federalism 
2. Monitoring & Evaluation of schemes 
3. Allocate funds to state governments 
4. Knowledge & Innovation Hub 
Select the correct answer using the code given below: 
(a) 1, 2 and 3 only 
(b) 2, 3 and 4 only 
(c) 1, 2 and 4 only 
(d) 1, 2, 3 and 4 

80. In the context of the service sector in India, 
consider the following statements: 
1. It contributes more than 50% to Gross Value 

Added growth. 
2. It is the highest provider of employment to the 

working force. 
3. The Government has identified 25 Champion 

service sectors for promoting their development. 
Which of the statements given above is/are correct? 
(a) only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 
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SOLUTIONS

1.1. Previous Years Questions

1. Solution: (b) 
Exp) Option b is correct 
Economic growth results in higher disposable income 
available with the consumers which increases the overall 
demand along with the supply available for the consumers. 
This increase in demand spurs inflation, which eventually 
becomes a necessary evil for a growing economy.

2. Solution: (c) 
Exp) Option c is correct 
Capital formation entails net capital accumulation during 
a specific period, which signifies economic growth. 
Generally, higher the capital formation in an economy, 
faster an economy can grow its aggregate income. 

3. Solution: (d) 
Exp) Option d is correct. 
National income means the value of goods and services 
produced by a country during a financial year. Thus, it 
is the net result of all economic activities of any country 
during a period of one year and is valued in terms of 
money. 

4. Solution: (c) 
Exp) Option c is correct 
Economic development is a qualitative criterion. For 
economic development to happen all the sections of 
society must benefit from economic growth.

5. Solution: (d) 
Exp) Option d is correct 
Capital output ratio is the amount of capital needed to 
produce one unit of output. High capital-output ratio 
means, there will not be significant increase in output 
despite high savings and investment.

6. Solution: (a) 
Exp) Option a is correct 
Statement 1 is correct. PPP is the rate at which the 
currency of one country would have to be converted into 
that of another country to buy the same amount of goods 
and services in each country. 
Statement 2 is incorrect. In PPP term, India is the 
third largest economy in the world. China is the largest 
economy in PPP terms. 

7. Solution: (b) 
Exp) Option b is correct 
Money multiplier refers to how an initial deposit can lead 
to a bigger final increase in the total money supply. If 
more people deposit money in bank, banks would be able 

to lend even more. Thus increasing money multiplier. To 
a great degree depositing money in the bank depends on 
the banking habit of the population. Increasing CRR and 
SLR would decrease the money multiplier. 

8. Solution: (d) 
Exp) Option d is correct 
The Promoting Self-Help Groups, Promoting Micro, Small 
and Medium Enterprises and Implementing the Right to 
Education Act all are measures that can aid furthering the 
Government’s objective of inclusive growth. 

9. Solution: (c) 
Exp) Option c is correct 
Statements 2, 3 and 4 are correct. Governance is 
inclusive when it effectively serves and engages all people. 
Inclusion in terms of both process (how decisions are 
made and who is included in that process and how and 
why) and outcomes (how wealth and prosperity are 
distributed and shared across a population and why) is 
a leading priority in international development, with 
the Sustainable Development Goals as perhaps the most 
ambitious articulation of this. 

10. Solution: (d) 
Exp) Option d is correct 
Twelfth Five Year Plan (2012-2017) was launched with the 
objective of faster, sustainable and more inclusive growth. 

11. Solution: (a) 
Exp) Option a is correct 
Statement 1 is correct. From the Second Five -Year Plan, 
there was a determined thrust towards substitution of 
basic and capital good industries 
Statement 2 is correct. The Fourth Five -Year Plan 
adopted the objective of correcting the earlier trend of 
increased concentration of wealth and economic power. 
Statement 3 is incorrect. For the first time in Indian 
planning, Financial sector became an integral part of the 
plan in the Ninth Five – Year Plan. 

12. Solution: (b) 
Exp) Option b is correct 
In some states the unit of application of the land reforms 
on the basis of individual while in some states the ‘family’ 
was the unit for determining the land holding ceiling. A 
policy in 1971, made a changeover to only ‘family’ as the 
determining unit for land holding ceiling. 
One of the aims of the land reforms was to switch 
from cash crops to food crops. It resulted in increase in 
production of food crops. 
Numerous exemptions in the ceiling limits was an 
important factor in limiting the success of land reforms 
in independent India. 
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1.2. Core Economics and Growth

13. Solution: (a) 
Exp) Option a is correct. 
Macroeconomics deals with the aggregate economic 
variables of an economy. Examples include: GDP, 
General Price Level, Inflation, Unemployment, external 
trade balance etc. 
Microeconomics is the study of individual economic 
agents in the markets. Level of wages in a company is the 
component of microeconomics. 

14. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: Giffen Goods are essential, 
low-income, non-luxury goods that do not have many 
substitutes. Being essential their demand increases, even 
if the price increases due to limited supply. 
Statement 2 is correct: Veblen Goods are an exception to 
the law of demand like Giffen Goods. The only difference 
being that Veblen Goods are Luxury Goods. This means 
that these goods are non-essential items but their demand 
increases with increase in price. 
Statement 3 is correct: Inferior Goods are goods whose 
demand drops as incomes increase - this means their 
income elasticity of demand is negative. This is because 
these goods are associated with low socio-economic 
status, therefore upon increase in income, people began 
buying the more costly substitutes of these goods. 

15. Solution: (c) 
Exp) Option c is correct. 
Impossible Trinity is also referred as Mundell-Fleming 
trilemma. It tells us how only one option is achievable at a 
given time when using the three primary options available 
to a country because all the three options are mutually 
exclusive. The three components are 
1. Free Flow of capital 
2. Fixed currency exchange rate 
3. Independent monetary policy 

16. Solution: (d) 
Exp) Option d is correct. 
Since during summer ice-creams become more favourable 
to people, the demand curve for ice-creams is likely to 
shift rightwards. 
 The demand curve can shift due to a change in the tastes 
and preferences of the consumer. If the consumer’s 
preferences change in favour of a good, the demand 
curve for such a good shift rightward. 

17. Solution: (a) 
Exp) Option a is correct. 
Laissez-faire is an economic philosophy of free-market 
capitalism that opposes government intervention in 
the economy. Laissez-faire economics says that the 
government should not intervene in the economy except 
to protect individuals’ inalienable rights. Laissez-faire 

economists are against minimum wages, duties, trade 
restrictions, and corporate taxes. 

18. Solution: (d) 
Exp) Option d is correct. 
Statement a is correct: A Lorenz curve is a graphical 
representation of the distribution of income or wealth 
within a population. 
Statement b is correct: The Gini coefficient is a statistical 
measure of economic inequality in a population. Gini 
coefficient – 1 indicates full inequality and 0 indicates 
full equality. Thus, higher Gini coefficient indicates 
greater inequality. 
Statement c is correct: The Gini coefficient was 35.7 per 
cent in 2011 in India. The coefficient increased to 47.9 
per cent in 2018. India is only second to Russia in the 
world in terms of inequality. 
Statement d is incorrect: As per Credit Suisse Global 
Wealth report, India’s wealthiest saw their share of 
the country’s wealth rise in 2020, even though overall 
wealth in India declined. The wealth share of the top 1% 
increased from 39.5% in 2019 to 40.5% at the end of 2020. 

19. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. Due to covid, Indian economy 
contracted in Q1 and Q2 of FY 2020-21. The contraction 
of Q2 is crucial because it implies India that has entered a 
“technical recession” in the first half of 2020-21— for the 
first time in its history. 
Technical recession is defined as when the real GDP 
of an economy contracts successively for 2 quarters (6 
months). 
Statement 2 is correct. Due to various job losses, the 
disposable income fell leading to reducing aggregate 
demand. During lockdown people generally bought 
less, retail shops stocked less, which in turn affected 
production. 
Statement 3 is incorrect. India is following a k-shaped 
economic recovery. K-shaped recovery curve can lead 
to wide inequalities among upper- and lower-income 
households. Due to it different sections of economy 
recover at starkly different rates or magnitudes. 

20. Solution: (a) 
Exp) Option a is correct. 
Option a is correct: Engel’s Law is an economic theory 
that states that as the household’s income increases, the 
percentage of income spent on food decreases while the 
proportion spent on other goods (such as luxury goods) 
increases. 
Option b is incorrect: The misery index measures the 
degree of economic distress felt by everyday people, due 
to the risk of joblessness combined with an increasing cost 
of living. 
Option c is incorrect: The Phillips curve is an economic 
concept that states that inflation and unemployment have 
a stable and inverse relationship. The theory claims that 
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with economic growth comes inflation, which in turn 
should lead to more jobs and less unemployment. 
Option d is incorrect: Kuznets Curve shows the 
relationship between economic growth and inequality. It 
is inverted U shaped meaning that as initially economic 
growth leads to greater inequality, followed later by the 
reduction of inequality. 

21. Solution: (b) 
Exp) Option b is correct. 
Pair 1 is incorrectly matched. Double dip recession is a 
recession followed by a short lived recovery followed by 
another recession. 
Pair 2 is correctly matched. An economy that is growing 
at such a slow pace that more jobs are being lost than 
being added. The lack of job creation make it feels as if 
the economy is in a recession, even though the economy 
is still advancing. 
Pair 3 is incorrectly matched. A technical recession is 
when a country faces a back-to-back decline (for two 
consecutive quarters) in the GDP. 

22. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. A K-shaped economic recovery 
generally increases the income inequality between 
various sections of the economy and population as 
different sections of an economy recover at starkly 
different rates. 
Statement 2 is incorrect. The Z-shaped recovery is the 
most-optimistic scenario in which the economy quickly 
rises like a phoenix after a crash. It more than makes up 
for lost ground. 
Statement 3 is correct. L-shaped recovery is 
characterised by a slow rate of recovery with persistent 
unemployment and stagnant economic growth. Here 
the economic pick-up is slow and gradual. 

23. Solution: (c) 
Exp) Option c is correct. 
Option a is incorrect. The accelerator effect states that 
when there is a change in demand for consumer goods (an 
increase, in this case), there will be a higher percentage 
change in demand for capital goods. 
Option b is incorrect. The crowding out effect is an 
economic theory arguing that rising public sector 
spending drives down or even eliminates private sector 
spending. 
Option c is correct. The wealth effect is a behavioral 
economic theory suggesting that people spend more as 
the value of their assets rise. 
Option d is incorrect. The base effect refers to the effect 
that the choice of a basis of comparison or reference can 
have on the result of the comparison between data points. 

24. Solution: (d) 
Exp) Option d is correct. 

Statement 1 is correct. A market structure where 
the number of firms is large, there is free entry and 
exit of firms, but the goods produced by them are 
not homogeneous. Such a market structure is called 
monopolistic competition. 
Statement 2 is correct. If the market of a particular 
commodity consists of more than one seller but the 
number of sellers is few, the market structure is termed 
oligopoly. 
Statement 3 is correct. A market structure in which there 
is a single seller is called monopoly. A monopoly market 
structure requires that 
there is a single producer of a particular commodity; 
no other commodity works as a substitute for this 
commodity; 
sufficient restrictions in place to prevent any other firm 
from entering the market  

25. Solution: (b) 
Exp) Option b is correct. 
Firms with an interest coverage ratio lower than one 
are unable to meet their interest obligations from their 
income and are categorized as zombie Firms. It is a 
company that is currently able to stay in business but is 
loaded with bad debts and needs bailouts to survive. 

26. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: Business cycle is a 
macroeconomic concept that explains why and how 
economies fluctuate between best and worst levels of 
economic activities. 
Statement 2 is incorrect: Inflation is at a low level in 
depression stage. Depression is characterized by extremely 
low levels of demand, and under such conditions inflation 
cannot be high. 
Statement 3 is correct: When the demand peaks up to 
such a high level that it exceeds sustainable production/
supply levels. This is called the boom stage. In this stage, 
there is a mismatch between demand and supply. 

27. Solution: c 
Exp) Option c is correct 
Pair 1 - Primary activities include hunting and 
gathering, pastoral activities, fishing, forestry, agriculture, 
and mining and quarrying. 
Pair 2 - Secondary activities include manufacturing, 
processing and construction (infrastructure) industries 
like iron and steel industry 
Pair 3 - Tertiary activities include trade, transport and 
communication facilities, Tourism activities, Medical 
tourism etc. 
Pair 4 - Quaternary activities include the work of mutual 
fund managers, tax consultants, software developers and 
statisticians etc. 
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Pair 5 - Quinary activities include special and highly paid 
skills of senior business executives, government officials, 
research scientists, financial and legal consultants, etc. 

28. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. Microeconomics deal with the 
decisions taken by individual economic agents. So, 
Saving and consumption by households are considered 
in microeconomic policies. 
Statement 2 is incorrect. Economic policy decisions 
taken by individual states in India affects all economic 
agents that live within the state and therefore should be 
classified as macroeconomic. 
Statement 3 is correct. Microeconomics deal with the 
decisions taken by individual economic agents. So, hiring 
of workers by the firms comes under microeconomics.  

29. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect: Great Depression was a setback 
to the belief in the self-correcting quality of the market. 
In the aftermath of the GD, Keynes questioned the very 
principles of ‘laissez faire’ and the nature of the ‘invisible 
hand’. 
Statement 2 is incorrect: Market socialism had been 
suggested in the context of the socialist economy. It 
was Keynes who had suggested state intervention in the 
context of the capitalist economy. 
Statement 3 is incorrect: World Bank has not given 
any such fixed template. World Development Report 
1999 mentions that “Governments play a vital role in 
development, but there is no simple set of rules that tells 
them what to do”. 
Statement 4 is correct: The emergence of the mixed 
economy model was able to settle the long-standing debate 
as to what was the best way to organize an economy for all 
times to come. 

30. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: Mixed economic model 
involves participation of both government and private 
sector in the economic processes, but not necessarily in 
equal measure. The specific state-market mix depends on 
socio-economic and political conditions of an economy. 
Statement 2 is correct: In India, after independence, 
some basic and important infrastructural economic 
responsibilities were taken up by the state and rest of the 
economic activities were left to private enterprises. 

31. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. The price elasticity of demand 
for a good depends on the nature of the good and the 
availability of close substitutes of the good. Consider, for 

example, necessities like food. Such goods are essential for 
life and the demands for such goods do not change much 
in response to changes in their prices. 
Statement 2 is correct: Though demand for food is 
inelastic, the demands for specific food items are likely to 
be more elastic. For example, think of a particular variety 
of pulses. If the price of this variety of pulses goes up, 
people can shift to some other variety of pulses which is a 
close substitute. 
Statement 3 is incorrect: Demand for luxuries can be very 
responsive to price changes, thus the demand of luxury 
goods is mostly elastic.  

32. Solution: (a) 
Exp) Option a is correct 
A perfectly competitive market is a hypothetical market 
where competition is at its greatest possible level. A 
perfectly competitive market has the following defining 
features: 
1) The market consists of a large number of buyers and 

sellers. Thus, Statement 1 is correct. 
2) Each firm produces and sells a homogenous product. 

Therefore, Statement 3 is incorrect. 
3) Entry into the market as well as exit from the market 

are free for firms. Thus, Statement 2 is correct. 
4) Information is perfect. 

33. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct: The organisational innovation 
allows the firm to use fewer units of inputs. It is expected 
that this will lower the firm’s marginal cost (MC) at any 
level of output; that is, there is a rightward (or downward) 
shift of the MC curve. Thus, technological progress shifts 
the supply curve of the firm to the right. 
Statement 2 is correct: If the price of an input (say, the 
wage rate of labour) increases, the cost of production 
rises. Thus, MC and supply curve shift to the left. 

34. Solution: (c) 
Exp) Option (c) is the correct answer. 
Statement 1 is correct. There is private ownership of 
means of production in a capitalist economy. 
Statement 2 is incorrect. The produce is not saved for 
personal needs of the owner in future. Production takes 
place for selling the output in the market. 
Statement 3 is correct. There is sale and purchase of 
labour services at a price, which is called the wage rate. 

35. Solution: (c) 
Exp) Option c is correct. 
Pair 1 is incorrectly matched. In command economy, 
state plays a major role. It controls the production and 
distribution of goods and services. The main aim is the 
social welfare and not private profit. 
Pair 2 is incorrectly matched. A free market economy 
is referred to as the economic system where the factors 
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of production are controlled and regulated by private 
businesses. Profit motive and price mechanism in this 
type of economy encourages competition. 
Pair 3 is correctly matched. A mixed economic system 
is a system that combines aspects of both capitalism 
and socialism. While the main aim of private sector 
is maximising profit, the public sector aims at social 
welfare. 

36. Solution: (b) 
Exp) Option b is correct. 
ICOR = Investment rate / GDP Growth Rate. 
Here Investment rate = (savings rate) X ½ = 43.75/2 = 
21.875% 
GDP Growth rate = 12.5 % 
Therefore ICOR = 21.875/12.5 = 1.7 
ICOR measures the additional unit of output created by 
each marginal increase in investment capital. 

37. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct: The ICOR is the ratio of the 
investment rate to the real GDP growth rate. It reflects the 
efficiency of the economy. 
Statement 2 is incorrect: ICOR measures the amount 
of incremental capital that goes to generate one unit of 
incremental output. By definition, the lower the ICOR, 
the higher the efficiency and vice versa. 

38. Solution: (d) 
Exp) Option d is correct. 
‘Hindu rate of growth’ was coined to refer to the 
phenomenon of sluggishness in growth rate of Indian 
economy (3.5 per cent observed persistently) during the 
1950s through 1980s. 
The term was coined by Professor Raj Krishna. 

39. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. The rate of growth of gross 
capital formation in Agriculture and Allied sector was 
declining continuously from 1990-91 to 1998-99. After 
that it started to rise and then again it started declining 
from the year 2003-04. 
Statement 2 is incorrect. The rate of growth of gross 
capital formation in industrial sector had declined from 
38.2% in FY12 to 30.2% in FY18 but showed an increase 
of 31.9% in FY19 in GCF contribution. So, it is neither 
increasing nor decreasing continuously. 

40. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. The First Generation of 
reforms included ‘de-reservation’ and ‘de-licencing’ of 
the industries. 

Statement 2 is correct. Second Generation Reforms 
(2000–01 onwards) included the Factor Market Reforms, 
which can be considered as the ‘backbone’ for the success 
of the reform process in India. It consists of dismantling 
of the Administered Price Mechanism (APM). 
Statement 3 is incorrect. Reforms to create fully 
functional Panchayati Raj Institutions, are seen as a 
part of Third Generation Reforms in India. 

1.3. National Income

41. Solution: (d) 
Exp) Option d is correct. 
GNP = GDP + Net factor income from abroad. 
Thus, GDP of a country will be equal to GNP of the 
country when there is no net factor income from abroad. 

42. Solution: (c) 
Exp) Option c is correct 
Statement a is correct. Potential gross domestic product 
(GDP) is the level of output which any economy can 
produce at a constant inflation rate. 
Statement b is correct. The GDP gap is defined as the 
difference between potential GDP and real GDP. 
Statement c is incorrect. Apart from inflation and 
recession, capital stock, the potential labour force 
depending on demographic factors and participation 
rates, the non-accelerating inflation rate of unemployment, 
and the level of labour efficiency also help determine this 
potential output. 
Statement d is correct. Higher level of capital formation 
can lead to increase in potential GDP. 

43. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. Real GDP is calculated in a 
way such that the goods and services are evaluated at 
some constant set of prices (or constant prices). 
Statement 2 is incorrect. Nominal GDP is the value of 
GDP at the current prevailing prices. 
Statement 3 is correct. The ratio of nominal to real GDP 
is called GDP Deflator. The ratio of nominal GDP to real 
GDP gives an idea of how the prices have moved from the 
base year. 

44. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct: Personal Income is the portion of 
National income earned by households, the other parts 
being with the firms and the government. 
The formula for Personal Income (PI) is 
PI = National Income (NI) - Undistributed Profits (UP) 
- Net interest payments made by households - Corporate 
Tax + Transfer payments to the households from 
governments and firms 
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Statement 2 is incorrect: National Disposable Income = 
Net National Product at Market Prices + Other current 
transfers from rest of the world. 
Statement 3 is correct: Transfer Payments are one 
sided economic transactions where payments are made 
without getting any services in return. For e.g. subsidies, 
pensions, gifts, international aid, grants, etc. 

45. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. Kuznets’ inverted-U curve 
argued that income inequality tends to increase at 
an initial stage of development and then decrease as 
the economy develops. However, when income has 
kept rising and reached a high level, income inequality 
increases again. 
Statement 2 is correct. India’s per capita gross domestic 
product (GDP) increased five times between 2000 and 
2019; to $2014 in 2019 from $443 in 2000. 
Statement 3 is correct. In the past 5 years from 2014 to 
2019 there has been a significant deceleration in rural 
wage growth. 
Statement 4 is correct. A country in which every 
resident has the same income would have an income 
Gini coefficient of 0. 

46. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. Precautionary saving is saving 
that occurs in response to uncertainty regarding future 
income. 
Statement 2 is incorrect. In India, the household savings 
have not consistently decreased during the last five years. 
Household savings have rose to 22.5 per cent of GDP in 
2021 from 19.8 per cent in 2019. 

47. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect: House savings have not 
increased consistently in five years, it has witnessed both 
growth and decline. 
Statement 2 is incorrect: Gross capital formation has not 
witnessed a consistent decline in last five years. 
Statement 3 is incorrect: Net export were negative in two 
financial years (2017-18 and 2019-20) in last five year. It is 
shown in following figure. 

48. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect: The National Statistical Office 
(NSO) is under the Ministry of Statistics and Programme 
Implementation. 
Statement 2 is correct: The National Statistical Office 
(NSO) consists of - 
Central Statistical Office (CSO) 

Computer center 
National Sample Survey Office (NSSO) 
Statement 3 is correct. NSO Conducts the Annual 
Survey of Industries (ASI). 

49.  Solution: (b) 
Exp) Option b is correct. 
Statement 1 is correct: Gross value added (GVA) is 
defined as the value of output less the value of intermediate 
consumption. It is used to measure the output or 
contribution of a particular sector. 
Statement 2 is incorrect: Economic growth was measured 
as the percent rate of increase in GDP at Factor cost at 
Constant prices till January 2015 in India. The Central 
Statistics Office started measuring the country’s economic 
growth by gross value-added (GVA) at basic prices. 
Statement 3 is correct: GDP at Market Prices = ∑ GVA at 
basic prices + product taxes – product subsidies. 

50. Solution: (c) 
Exp) Option c is incorrect. 
Statement a is correct: Real GDP is an inflation-adjusted 
measure that reflects the quantity of goods and services 
produced by an economy each year, with prices held 
constant from year to year. 
Statement b is correct: Gross domestic product (GDP) 
considers all output produced within a country’s borders 
regardless of who owns the means of production. 
Statement c is incorrect: Gross National Product (GNP) 
is the total value of all finished goods and services 
produced by a country’s citizens in a given financial year, 
irrespective of their location. 
Statement d is correct: Net national product (NNP) is 
gross national product (GNP) minus depreciation. 

51. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. Economic growth is a 
measurement of the increase in an economy’s output. 
Economic growth measures the formal economy in very 
quantitative terms and in tangible results, mostly focusing 
on GDP and overall output. 
Statement 2 is correct. On the other hand, Economic 
development focuses on intangible changes to provide 
qualitative results, which will in turn lead to quantitative 
results. It is a quantitative as well as a qualitative progress. 

52. Solution: (a) 
Exp) Option a is correct. 
According to Amartya Sen, development means freedom. 
He states that development is the process of expanding 
human freedom. It is ‘the enhancement of freedoms that 
allow people to lead lives that they have reason to live’. 
Hence development requires the removal of major sources 
of unfreedom: poverty as well as tyranny, poor economic 
opportunities as well as systemic social deprivation etc. 
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53. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect: The Economic Survey is 
compiled by the Department of Economic affairs, 
Ministry of Finance. Office of economic advisor publishes 
WPI, while CSO publishes IIP and CPI. 
Statement 2 is correct: Central Statistical Organization 
was established in 1950 and is vested with the responsibility 
of national income estimation. It presents estimates once 
a year. 
Statement 3 is correct: The IIP is estimated and published 
on a monthly basis by the Central Statistical Organization 
(CSO). 

54. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. Salaries to Indian resident 
working in Russian Embassy in India is not included in 
GDP calculation as Russian embassy in India is not a part 
of domestic territory of India. 
Statement 2 is correct. Profits earned by a company in 
India, which is owned by non-residents is included in 
GDP calculation of India because the income is created 
within the economic (domestic) territory of India. 
Statement 3 is incorrect. Profits earned by a branch of 
IDBI bank in Germany is not included in GDP calculation 
as IDBI is situated outside the domestic territory of India. 

55. Solution: (b) 
Exp) Option b is correct. 
The base effect is the distortion in a growth rate figure that 
results from abnormally high or low levels of the same 
figure in the year-ago. India’s gross domestic product 
(GDP) growth rate in FY22 will primarily be driven by 
the low base in FY21.  

56. Solution: (d) 
Exp) Option d is correct. 
The NSO releases the Advance Estimates. The sector-wise 
Estimates are obtained by extrapolation of indicators like 
Index of Industrial Production (IIP) of first 7 months of 
the financial year. 
financial performance of Listed Companies in the 
Private Corporate sector available up to quarter ending 
September. 
 1st Advance Estimates of Crop production. 
 Accounts of Central & State Governments 
information on indicators like Deposits & Credits, 
Passenger and Freight earnings of Railways, Passengers 
and Cargo handled by Civil Aviation, Cargo handled 
at Major Sea Ports, Sales of Commercial Vehicles, etc., 
available for first 8 months of the financial year. 

57. Solution: (c) 
Exp) Option c is correct. 
Option a is correct. Transfer payments are a part of 
personal income and thus, are not considered as part of 

the GDP so as to prevent counting the same money twice. 
Option b is correct. Transfer payments is the payment 
by the government in grants, allowances, pensions etc. 
Transfer payment doesn’t involve a return of any productive 
service from the beneficiaries to the government. 
Option c is incorrect. They are one-way payment to a 
person or organization which has given or exchanged no 
goods or services for it. 
Option d is correct. Government payments to 
corporations—including unconditional bailouts and 
subsidies—are not commonly described as transfer 
payments. 

58. Solution: (c) 
Exp) Option c is correct 
In order to measure price changes in an economy and 
compare them with changes in actual production, one can 
use the following tools: 
1) Nominal GDP - It is the value of GDP at current 

prevailing prices. Comparing GDP of two years, it is 
possible that only prices of all goods and services have 
doubled between two years. 

2) GDP Deflator - It is a well-known index of prices. It is 
the ratio of nominal GDP to Real GDP. 

3) CPI - It is an index of prices of a given basket of 
commodities which are brought by the representative 
consumer. 

4) WPI - The index for wholesale prices is knowns as 
WPI. 

1.4.  Planning in India 

59. Solution: (a) 
Exp) Option a is correct. 
Pair 1 is correct: The Bombay Plan suggested that the 
government supported public sector has to take the 
responsibility of providing capital goods. 
Pair 2 is correct: The Sarvodaya Plan was proposed by 
JayPrakash Narayan in 1950. It was inspired by Gandhi’s 
idea of Sarvodaya. The plan suggested laying emphasis on 
agriculture and village-based cottage industries. 
Pair 3 is incorrect: The People’s Plan suggested that 
the main emphasis of economic planning and resource 
allocation should be on improvement of agriculture (and 
not rapid industrialisation). 

60. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: NITI Aayog is just a think 
tank whose mandate is to research and provide indicative 
policies. Unlike Planning Commission, it does not 
have the power to decide on the funding for various 
development plans of the states. 
Statement 2 is correct: NITI Aayog conducts research 
on public data and gives out policies and guidelines to 
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the states to adapt as they may want. It is like a technical 
advisory body. 

61. Solution: (c) 
Exp) Option c is correct 
Option a is incorrect. Twenty-Point Programme was 
launched by 5th Five-Year Plan (and not by Annual 
PlSolution:. 
Option b is incorrect. Gadgil strategy was the basis of 4th 
Five-Year Plan which focused upon ideas of growth with 
stability and progress towards self-reliance. 
Option c is correct. In total 5 Annual Plans were released. 
First 3 were released during the Plan Holiday period of 
1966-69 and other 2 were released in 1990-92. 
Option d is incorrect. The strategy of Annual Plans was 
not adopted due to same reasons both the time. First 
during 1966-69 financial situation was weak and the 
moral of the country was low due to defeat from China. 
Whereas during 1990-92 there was a fast changing 
political situation at the centre. 

62. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. The First five-year plan was 
implemented between 1951-56. It was based on Harrod-
Domar Model. The Plan primarily focussed on agriculture, 
price stability, power and transport. 
Statement 2 is correct. The Second five-year plan (1956-
61), also known as Mahalanobis plan, focussed on rapid 
industrialization- heavy & basic industries. For that it 
advocated huge imports through foreign loans. It resulted 
in acute shortage of forex. 
Statement 3 is correct. During the Second five-year plan 
(1956-61), the Industrial Policy 1956 was introduced, 
based on establishment of a socialistic pattern of society 
as the goal of economic policy. 

63. Solution: (d) 
Exp) Option d is correct. 
The objectives of planning are 
1) Economic growth 
2) Self- reliance 
3) Removal of unemployment 
4) Reduction in income inequalities 
5) Elimination of poverty 
6) Modernization 
7) Inclusiveness and sustainability of growth 

64. Solution: (a) 
Exp) Option a is correct. 
The Plan Holiday occurred during 1966-69. The Naxalbari 
uprising was an armed peasant revolt in 1967 in the 
Naxalbari block of the Siliguri subdivision in Darjeeling 
district, West Bengal. 
Option b is incorrect. The Air India was nationalized in 
1953. 

Option c is incorrect. The privy purses were abolished 
in 1971. 
Option d is incorrect. Declaration of National Emergency 
on the bases of internal disturbance happened in 1975. 

65. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is incorrect. It is under the imperative 
planning that the market forces of demand and supply 
play a minimal role in planning. Indicative planning 
involves a middle path of planning mechanism and 
market mechanism—a kind of coordination between 
private and public activities. 
Statement 2 is correct. India adopted indicative planning 
in the 8th FYP after giving up centralized planning. 
Statement 3 is incorrect. Imperative planning is called 
directive planning. . 

66. Solution: (a) 
Exp) Option a is correct 
Statement 1 is correct. Bombay Plan laid emphasis on 
agriculture restructuring. As a part of this, it proposed 
abolition of intermediaries (zamindari abolition). 
Statement 2 is incorrect. Plan was in support of rapid 
industrialization and emphasized heavy capital goods 
and basic industries. 
Statement 3 is correct. It also gave importance to 
medium-scale, small-scale and cottage industries as 
they provide greater employment and require lesser 
capital. 
Statement 4 is incorrect. Bombay plan wanted the state 
to play an active role. It was in the support of a controlled 
economy where government plans, controls and 
oversees the different areas of the economy. 

67. Solution: (b) 
Exp) Option b is correct 
Statement 1 is correct. The plan laid more emphasis 
on agriculture than industrialization. Agriculture was 
supported as it was necessary for promoting of cottage 
and village level industries. 
Statement 2 is incorrect. It was in disagreement with 
Bombay plan on many issues like centralized planning, 
dominant role of state in the economy and emphasis on 
industrialization. 
Statement 3 is incorrect. The plan was formulated by 
Sriman Narayan Agarwal (and not Jaiprakash Narayn) 
in 1944.  

68. Solution: b 
Exp) Option b is correct 
Statement 1 is incorrect. Plan was in line with Gandhian 
Plan and was majorly in support of agriculture, 
agro-based small and cottage industries. It was M.N. 
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Roy’s People’s Plan which gave equal importance to 
agriculture and industrial sector. 
Statement 2 is correct. It drew major inspirations from 
Gandhian techniques of trusteeship and constructive 
works by the community as well as the Sarvodaya 
concept of Vinoba Bhave. 
Statement 3 is incorrect. The plan was in support of 
self-reliance and emphasized almost no dependence on 
foreign capital and technology. 

69. Solution: (d) 
Exp) Option (d) is the correct answer. 
Statement 1 is incorrect. Independent India was declared 
to be a planned and a mixed economy. Statement 2 
is incorrect. The state was to be given an active and 
dominant role in the economy and not the private sector. 

70. Solution: (c) 
Exp) Option (c) is the correct answer. 
Statement 1 is correct. USA started the first regional 
planning after the Tennessee Valley Authority (TVA) was 
set up in 1916 for a large-scale rehabilitation in south-
eastern USA covering parts of seven states. 
Statement 2 is correct. The official experiment in the area 
of national planning is rooted in the Bolshevik Revolution 
in Russia (1917)—the Soviet Union. 

71. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. In imperative planning, 
economic decisions are made through a central 
planning authority instead of a market system. There is 
the absence of institutions of private property, competition 
and profit motive of industrialists, etc. 
Statement 2 is correct. The essence of indicative planning 
is that it recognises not only consumers’ sovereignty but 
also producers’ freedom. It involves a middle path of 
planning mechanism and market mechanism—a kind of 
coordination between private and public activities. 

72. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. The finance minister and 
planning minister were the ex-officio members of the 
commission. Along with them some Central Ministers 
were appointed as part-time members of the commission. 
Statement 2 is incorrect. The deputy chairman was 
appointed by the Central cabinet for a fixed tenure and 
had the rank of a Cabinet Minister. 
Statement 3 is correct. The erstwhile Planning 
Commission was wholly a Centre-constituted body. 
The state governments were not represented in the 
commission in any way. 
Statement 4 is correct. The commission had four to 
seven fulltime expert members. They had the rank of a 
minister of state. 

73. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. The NDC is an advisory body 
to the Planning Commission (now NITI Aayog) and its 
recommendations were not binding. 
Statement 2 is correct. The Draft Five-Year Plan prepared 
by the Planning Commission (now NITI Aayog) was first 
submitted to the Union Cabinet. Then it was used to 
be placed before the NDC, for its acceptance. Then, the 
Plan was presented to the Parliament. 
Statement 3 is incorrect. In 2016, it was reported that the 
government is also going to abolish the NDC and transfer 
its powers to the Governing Council of the NITI Aayog. 
However, till now, no such a resolution has been passed. 

74. Solution: (d) 
Exp) Option d is correct. 
The NDC is composed of the following members - 
1) The Prime Minister of India (chairperson). 
2) All Union Cabinet Ministers 
3) The Chief Ministers of all the states 
4) The Chief Ministers/administrators of all union 

territories 
5) Members of the Planning Commission (now NITI 

Aayog) 
Also, the secretary of the Planning Commission (now 
NITI Aayog) acts as the secretary to the NDC. 

75. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. The Planning Commission 
could allocate funds to union ministries and state 
governments. The NITI Aayog mainly works as a ‘Think 
Tank’ offering domain knowledge as well as strategic 
expertise to all levels of government. 
Statement 2 is correct. The NITI Aayog has a governing 
council comprising the chief ministers of all states and 
lieutenant governors of union territories. Whereas, 
the composition of the Planning Commission had 
no representation from states and union territories 
governments. 

76. Solution: (d) 
Exp) Option a is correct. 
Statement 1 is correct. The 74th Constitutional 
Amendments of 1992 have made provisions for setting 
up District Planning Committees. 
Statement 2 is incorrect. The subject of economic and 
social planning comes under the Concurrent List of the 
Constitution. 
Statement 3 is correct. The micro-level or district and 
lower-level plans are mainly based on local priorities 
and needs. The outlays for these are found from the State 
plans.  
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77. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. The Finance Commission 
consists of a chairman and four other members to be 
appointed by the president. With respect to the Planning 
Commission, the Prime Minister was the chairman of the 
commission. The other members were appointed by the 
Central Cabinet. 
Statement 2 is correct. The recommendations made by 
the Finance Commission and the Planning Commission 
are only of advisory in nature and hence not binding on 
the government. 

78. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. NITI Aayog is headed by the 
Prime Minister. The current CEO of NITI Aayog is Shri 
Amitabh Kant. 
Statement 2 is correct. The Governing Council of 
NITI Aayog with The Prime Minister as its Chairman, 
comprises Chief Ministers of all States and Lt. Governors 
of Union Territories (UTs). 

79. Solution: (c) 
Exp) Option c is correct. 

NITI Aayog’s entire gamut of activities can be divided into 
four main heads: 
1) Design Policy & Programme Framework 
2) Foster Cooperative Federalism 
3) Monitoring & Evaluation of schemes 
4) Think Tank and Knowledge & Innovation Hub 
Planning commission was involved in allocation of funds 
to ministries and states.

80. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. The Services Sector accounted 
for about 55% of the Gross Value Added (GVA) growth, 
two-thirds of total FDI inflows into India and about 38% 
of the total exports. 
Statement 2 is incorrect. The agriculture sector provides 
the maximum share of employment at more than 53% 
while service sector provides employment to the almost 
29% of the total workforce of the country. 
Statement 3 is incorrect. The government has identified 
12 Champion Services Sectors for promoting their 
development, and realizing their potential. 
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2.1. Previous Years Questions

1. Which one of the following statements 
appropriately describes the “fiscal stimulus”?

[UPSC CSE Pre. 2011]
(a) It is a massive investment by the Government 

in manufacturing sector to ensure the supply of 
goods to meet the demand surge caused by rapid 
economic growth

(b) It is an intense affirmative action of the 
Government to boost economic activity in the 
country

(c) It is Government’s intensive action on financial 
institutions to ensure disbursement of loans to 
agriculture and allied sectors to promote greater 
food production and contain food inflation

(d) It is an extreme affirmative action by the 
Government to pursue its policy of financial 
inclusion

2. Why is the Government of India disinvesting its 
equity in the Central Public Sector Enterprises 
(CPSEs)?  [UPSC CSE Pre. 2011]
1. The Government intends to use the revenue 

earned-from the disinvestment mainly to pay 
back the external debt.

2. The Government no longer intends to retain the 
management control of the CPSEs.

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

3. What is the difference between “vote-on-account” 
and “interim budget”?  [UPSC CSE Pre. 2011]
1. The provision of a “vote-on-account’’ is used by a 

regular Government, while an “interim budget’’ 
is a provision used by a caretaker Government 

2. A “vote-on-account’’ only deals with the 
expenditure in Government budget, while an 
“interim budget’’ includes both expenditure and 
receipts. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

4. Under which of the following circumstances may 
‘capital gains ‘arise?  [UPSC CSE Pre. 2012]

1. when there is an increase in the sales of a 
product.

2. when there is a natural increase in the value of 
the property owned.

3. when you purchase a painting and there is 
a growth in its value due to increase in its 
popularity.

Select the correct answer using the codes given 
below:
(a) 1 only
(b) 2 and 3 only
(c) 2 only
(d) 1, 2 and 3

5. In India, deficit financing is used for raising 
resources for  [UPSC CSE Pre. 2013]
(a) economic development
(b) redemption of public debt
(c) adjusting the balance of payments
(d) reducing the foreign debt

6. With reference to Union Budget, which of 
the following is/are covered under Non-Plan 
Expenditure? [UPSC CSE Pre. 2014]
1. Defence expenditure
2. Interest payments
3. Salaries and pensions
4. Subsidies
Select the correct answer using the code given below.
(a) 1 only
(b) 2 and 3 only 
(c) 1, 2, 3 and 4
(d) None

7. With reference to the Fourteenth Finance 
Commission, which of the following statements 
is/are correct?  [UPSC CSE Pre. 2015]
1. It has increased the share of States in the central 

divisible pool from 32 percent to 42 percent.
2. It has made recommendations concerning 

sector-specific grants.
Select the correct answer using the code given below.
(a) 1 only
(b) 2 only
(c) Both 1and 2
(d) Neither 1 nor 2

8. A decrease in tax to GDP ratio of a country 
indicates which of the following?

[UPSC CSE Pre. 2015]
1. Slowing economic growth rate.
2. Less equitable distribution of national income.

INDIAN ECONOMY
PUBLIC FINANCE
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Select the correct answer using the codes given 
below.
(a) 1 only
(b) 2 only
(c) Both 1 and 2 
(d) Neither 1 nor 2

9. There has been a persistent deficit budget year 
after year. Which of the following actions can be 
taken by the government to reduce the deficit?

[UPSC CSE Pre. 2015]
1. Reducing revenue expenditure
2. Introducing new welfare schemes
3. Rationalizing subsidies
4. Expanding industries
Select the correct answer using the code given below.
(a) 1 and 3 only
(b) 2 and 3 only
(c) 1 only
(d) 1, 2, 3 and 4

10. Which of the following is/are included in the 
capital budget of the Government of India? 

[UPSC CSE Pre. 2016]
1. Expenditure on acquisition of assets like roads, 

buildings, machinery, etc.
2. Loans received from foreign governments
3. Loans and advances granted to the States and 

Union Territories
Select the correct answer using the code given below.
(a) 1 only
(b) 2 and 3 only
(c) 1 and 3 only
(d) 1, 2 and 3

11. With reference to ‘Financial Stability and 
Development Council’, consider the following 
statements: [UPSC CSE Pre. 2016]
1. It is an organ of NITI Aayog.
2. It is headed by the Union Finance Minister.
3. It monitors macroprudential supervision of the 

economy.
Which of the statements given above is/are correct?
(a) 1 and 2 only
(b) 3 only
(c) 2 and 3 only
(d) 1, 2 and 3

12. What is/are the most likely advantages of 
implementing ‘Goods and Services Tax (GST)’? 

[UPSC CSE Pre. 2017]
1. It will replace multiple taxes collected by 

multiple authorities and will thus create a single 
market in India.

2. It will drastically reduce the ‘Current Account 
Deficit’ of India and will enable it to increase its 
foreign exchange reserves.

3. It will enormously increase the growth and size 
of economy of India and will enable it to overtake 
China in the near future.

Select the correct answer using the code given below:
(a) 1 only
(b) 2 and 3 only
(c) 1 and 3 only
(d) 1, 2 and 3

13. Consider the following statements: 
[UPSC CSE Pre. 2017]

1. Tax revenue as a percent of GDP of India has 
steadily increased in the last decade.

2. Fiscal deficit as a percent of GDP of India has 
steadily increased in the last decade.

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

14. With reference to the governance of public 
sector banking in India, consider the following 
statements: [UPSC CSE Pre. 2018]
1. Capital infusion into public sector banks by the 

Government of India has steadily increased in 
the last decade.

2. To put the public sector banks in order, the 
merger of associate banks with the parent State 
Bank of India has been affected. 

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

15. If a commodity is provided free to the public by 
the Government, then [UPSC CSE Pre. 2018]
(a) the opportunity cost is zero.
(b) the opportunity cost is ignored.
(c) the opportunity cost is transferred from the 

consumers of the product to the tax-paying 
public.

(d) the opportunity cost is transferred from the 
consumers of the product to the Government.

16. Along with the Budget, the Finance Minister also 
places other documents before the Parliament 
which include ‘The Macro Economic Framework 
Statement’. The aforesaid document is presented 
because this is mandated by [UPSC CSE Pre. 2020]
(a) Long standing parliamentary convention 
(b) Article 112 and Article 110(1) of the Constitution 

of India 
(c) Article 113 of the Constitution of India 
(d) Provisions of the Fiscal Responsibility and 

Budget Management Act, 2003
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2.2. Fiscal Policy in India

17. Consider the following statements, with reference 
to the Off-budget borrowings:
1. These are the loans taken by the central 

government directly from the market.
2. These are not included in the fiscal deficit of the 

government.
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

18. Consider the following pairs:

Deficit Definition 
1. Effective revenue 

deficit 
difference between the 
current year’s fiscal 
deficit and the interest 
paid on the borrowings 
of the previous year

2. Primary deficit difference between 
revenue deficit and 
grants for creation of 
capital assets. 

3. Monetized deficit Part of deficit which is 
financed by borrowing 
from RBI.

Which of the pairs given above is/are correctly 
matched?
(a) 1 only
(b) 2 only
(c) 3 only
(d) 1, 2 and 3

19. Consider the following statements:
1. A high share of revenue deficit indicates higher 

investment in the economy.
2. Primary Deficit focuses on the present fiscal 

imbalances only.
3. Fiscal Deficit increases during recession.
Which of the statements given above is/are correct?
(a) 2 only
(b) 1 and 3 only
(c) 2 and 3 only
(d) 1, 2 and 3 only

20. This theory maintains that attempts to stimulate an 
economy by increasing debt-financed government 
spending will not be effective because consumers 
understand that the debt will eventually be paid in 
the form of future taxes. It argues that people will 
save based on their expectation of increased future 
taxes to pay off the debt. This reduces the aggregate 
demand thus offsetting the macroeconomic effects 
of increased government spending.

Which of the following theories, correctly explains 
above description?
(a) Ricardian Equivalence
(b) Keynesian Economics Theory
(c) The Pigou Effect
(d) Malthusian Economic Theory

21. Recently, which of the following sectors were 
declared as strategic under the Disinvestment 
Policy of the Union Government?
1. Atomic energy, Space and Defence 
2. Transport and Telecommunications
3. Power, Petroleum, Coal and other minerals
4. Banking, Insurance and financial services
Select the correct answer using the code given below:
(a) 1 and 2 Only
(b) 1, 2 and 3 Only
(c) 2, 3 and 4 Only
(d) 1, 2, 3 and 4

22. With respect to “Strategic Disinvestment Policy 
of the Central Public Sector Enterprises (CPSEs)”, 
consider the following statements:
1. This policy requires the transfer of management 

along with dilution of less than 50% of CPSEs.
2. It is undertaken through a consultation process 

among different Ministries and NITI Aayog.
3. The Department of Investment and Public Asset 

Management (DIPAM) is responsible to identify 
CPSEs for strategic disinvestment.

Which of the following statements given above is/are 
correct?
(a) 2 only
(b) 3 only
(c) 1 and 3 only
(d) 1, 2 and 3

23. With reference to Disinvestment, consider the 
following statements:
1. It is carried out under Ministry of Commerce 

and Industry
2. Under New Disinvestment Policy, the 

government will have presence in strategic 
sectors only.

3. India has been continuously underachieving its 
disinvestment targets during the past five years.

Which of the statements given above is/are correct?
(a) 1 and 2 only
(b) 2 only 
(c) 2 and 3 only
(d) 1, 2 and 3

24. How is the Prime Minister’s Citizen Assistance 
and Relief in Emergency Situations Fund (PM 
CARES Fundifferent from the Prime Minister’s 
National Relief Fund (PMNRF)?
1. Unlike PM CARES Fund, the PMNRF gets 

budgetary support from the Union Government.
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2. Prime Minister is the Chairman of PM CARES 
Fund, whereas Union Home Minister is the 
Chairman of PMNRF. 

3. Unlike PMNRF, PM CARES Fund cannot 
receive foreign contributions.

Select the correct answer using the code given below:
(a) 1 Only
(b) 1 and 2 Only
(c) 2 and 3 Only
(d) None of the above

25. Which of the following items are included in Non-
Tax Revenue Receipts? 
1. Disinvestment proceeds 
2. Fees, Penalties and fines 
3. Interests receipts on loans given 
4. Grants in aid from foreign countries 
5. Fresh government borrowings from abroad 
6. Profits on investments made by governments 
Select the correct answer using the code given below: 
(a) 1, 2, 3, 4, and 5 only 
(b) 1, 2, 3 and 6 only 
(c) 2, 3, 5 and 6 only 
(d) 2, 3, 4 and 6 only

26. Which of the following statements regarding the 
types of Financial Grants provided by the Indian 
Parliament is/ are correct?
1. An Additional Grant is authorised for a 

particular service for which the amount granted 
in the budget turned out to be insufficient.

2. Token Grant involves simple reappropriation 
from one expenditure head to another in the 
already passed budget.

3. Excess Grants are voted upon by the Lok Sabha 
after the current financial year in which they are 
made.

Select the correct option 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

27. Which of the following is not the benefit of 
Treasury Single Account (TSA)?
(a) It reduces the debt servicing costs.
(b) It helps to plan and implement budget execution 

in an efficient, transparent, and reliable manner. 
(c) It will lower administrative cost of the 

government for maintaining different bank 
accounts.

(d) It allows to maintain a higher cash reserve/buffer 
to meet unexpected fiscal volatility.

28. Which of the following is correct with reference to 
the term “fiscal drag”?
(a) It refers to a situation whereby income growth 

moves taxpayers into higher tax brackets.
(b) It is a result of increased consumer spending.

(c) It tends to increase the demand in the economy. 
(d) Progressive taxation by government will prevent 

fiscal drag.

29. Which of the following is/are the recommendations 
of the Fifteenth Finance Commission?
1. Increment in the share of States in the central 

divisible pool from 32 percent to 42 percent.
2. Setting up of a separate non-lapsable fund for 

defence modernisation.
3. Devolution of grants from the central divisive 

tax pool to local governments.
Select the correct answer using the code given below:
(a) 2 only
(b) 2 and 3 only
(c) 1 and 3 only
(d) 1, 2 and 3

30. The Union Cabinet has recently approved the 
setting up of the National Bank for Financing 
Infrastructure and Development (NBFID). 
Regarding NBFID, consider the following 
statements:
1. It will be a wholly owned subsidiary of the 

Reserve Bank of India.
2. It will be set up as a corporate body with 

authorized share capital of Rs. one lakh crore.
3. It will directly lend for infrastructure projects 

located in India.
4. It will facilitate the development of bonds market 

for infrastructure financing.
Which of the statements given above are correct?
(a) 3 and 4 only
(b) 1 and 2 only
(c) 2, 3 and 4 only
(d) 1, 2, 3 and 4

31. With reference to the National Bank for Financing 
Infrastructure and Development (NBFID), 
consider the following:
1. The shares of NBFID may be held by the central 

government and multilateral institutions.
2. It may raise money both in Indian rupees and 

foreign currencies.
3. It does not accept deposits from people.
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

32. Which of the following actions are recently 
proposed by the Government in budget 2021-22? 
1. Increasing the Foreign Direct Investment (FDI) 

limit in insurance companies from 74% to 100% 
2. Incentivise the incorporation of ‘one person 

companies’ 
3. Promoting monetization of government assets. 
Select the correct answer using the code given below: 
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(a) 1 and 2 Only 
(b) 2 and 3 Only 
(c) 3 Only 
(d) 1, 2 and 3 

33.  Which one of the following is not a feature of the 
‘Roll over Risk’? 
(a) It is a risk associated with the investments in 

equity market. 
(b) It is a risk associated with the refinancing of debt. 
(c) Generally, shorter the term of the maturing debt, 

greater is the borrower’s rollover risk. 
(d) It also exists in derivatives, including futures and 

options contracts. 

34.  With reference to Gender Budgeting, consider the 
following statements: 
1. Gender Budget Statement (GBS) was first 

introduced in the Indian Budget in 2018-19. 
2. It does not seek to create a separate budget but 

seeks to address specific needs of women. 
3. Part A of Gender budget includes schemes with 

100% allocation for women. 
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

35. Which of the following are the challenges in the 
success of zero-based budgeting? 
1. It is a resource intensive process as it takes a lot 

more time and effort. 
2. Promotes bias toward short-term planning. 
Select the correct answer using the code given below: 
(a) 1 Only 
(b) 2 Only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

36. Consider the following statements regarding 
Public Debt management of India: 
1. Public debt Management Cell manages the 

public debt of central and state government. 
2. State government agencies can never directly 

borrow funds from external agencies. 
Which of the statement given above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

37. Consider the following statement with respect to 
transfer from Reserve Bank of India: 
1. RBI pays income tax on its earnings and profits. 
2. Surplus transfer is included in the tax-receipts of 

the government. 
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 

38. What do you understand by the term “Direct 
monetization of deficit”? 
(a) Purchasing of government securities by the 

commercial banks. 
(b) Open market operations of the RBI in secondary 

market. 
(c) Borrowing from the international institutions to 

finance the deficit. 
(d) Purchasing of Government Securities by the RBI 

from the Primary market 

39. With reference to Gender Responsive budgeting, 
which of the following statements is/are correct? 
1. The percentage allocations towards India’s 

gender budget have constantly decreased since 
its inception in 2005-06. 

2. All state governments in India have adopted 
gender-responsive budgeting. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

40.  Consider the following statements: 
1. Counter-cyclical fiscal policy always deepens 

recessions and amplifies economic expansions. 
2. During a boom in the economy, Pro-cyclical 

fiscal policy aims at raising taxes and cutting 
public expenditure. 

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 

41. With reference to the ‘Fiscal marksmanship’, 
which of the following statements is correct? 
(a) It is the difference between the budgetary 

expenditures and the government’s revenue 
receipts. 

(b) It refers to the accuracy of the government’s 
forecast of fiscal parameters. 

(c) It refers to the sharing of tax revenues by the 
Union government with the states as per the 
spirit of fiscal federalism. 

(d) It is the deflationary effect of a progressive 
taxation system on a country’s economy. 

42. Which one of the following statements is correct 
about the ‘Consolidated Sinking Fund’? 
(a) It contains revenues received by the government 

through taxes and expenses. 
(b) It is a fund available to State governments for 

servicing their liabilities. 
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(c) The fund is placed at the disposal of the President 
to meet unforeseen expenditure. 

(d) The fund collects money received by the 
government through small savings. 

43. Consider the following statements with reference 
to the observations of Economic Survey 2020-21: 
1. More positive the interest rate-growth 

differential, the easier and quicker it is for the 
Government to ensure debt sustainability. 

2. India’s interest rate-growth differential has never 
been negative. 

3. India’s total debt to GDP ratio is highest among 
the G-20 and BRICS nations. 

Which of the above statements is/are incorrect? 
(a) 1 and 2 Only 
(b) 2 Only 
(c) 2 and 3 Only 
(d) 1, 2 and 3 

44.  Consider the following statements: 
1. Fiscal deficit is the difference between all receipts 

and expenses in both revenue and capital 
account of the government. 

2. Public debt includes government’s both internal 
and external debt. 

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 

45.  Consider the following statements: 
1. The total liabilities of the Central Government, 

as a ratio of GDP, increased steadily after the 
enactment of the FRBM Act, 2003. 

2. The debt to GDP ratio of states has steadily 
declined since the implementation of UDAY 
scheme in 2015-16. 

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 

46. With reference to the Public debt instruments, 
consider the following statements: 
1. Government Securities (G-Secs) are called risk-

free gilt-edged instruments. 
2. Treasury bills are short-term debt instruments 

that mature within a year. 
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 

47. Which of the following is the correct explanation 
for the ‘off-budget borrowings’? 

(a) These are the borrowings from RBI to fulfil 
expenditure needs. 

(b) Borrowings which are directly taken by the state 
governments from Indian banks. 

(c) These are the borrowings from International 
Financial institutions to finance development 
projects. 

(d) Loans taken by public institutions on behalf of 
the Centre to fulfil its expenditure. 

48. Which of the following components form part of 
capital expenditure? 
1. Loans made to the states 
2. Interest payments made on loans 
3. Investment in shares 
4. Expenditure on social services sector 
Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 4 only 

49. Consider the following statements regarding 
‘accrual accounting’: 
1. It means revenue and expenses are recognized 

and recorded when they occur. 
2. It portrays a more accurate portrait of a 

company’s health. 
3. It is the most commonly used method by 

publicly-traded companies. 
Which of the above is/are correct? 
(a) 1 Only 
(b) 1 and 2 Only 
(c) 2 and 3 Only 
(d) 1, 2 and 3 

50. Which of the following statements are correct 
regarding deficit financing? 
1. External grants are the best means to finance the 

deficit. 
2. External borrowings are preferred over the 

internal borrowings due to ‘crowding out effect’. 
3. Internal borrowings to finance the deficit might 

hamper the level of investment in the economy. 
Select the correct answer 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 

51. Which of the following activities can have a 
positive effect on fiscal consolidation in India? 
1. Implementation of the FRBM Act 
2. Ensuring debt sustainability 
3. High tax expenditure 
4. Off-budget financing 
5. Introduction of GST 
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Select the correct answer using the code given below: 
(a) 1, 2 and 3 only 
(b) 2, 4 and 5 only 
(c) 1, 2 and 5 only 
(d) 1, 2, 4 and 5 only 

52. Consider the following statements regarding 
External Commercial Borrowing (ECB). 
1. ECBs cannot be used for investment in stock 

market or speculation in real estate. 
2. In India, SEBI monitors and regulates the ECBs. 
3. Borrowers can use 75 per cent of the ECB to 

repay rupee debt. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 1 only 
(d) 1, 2 and 3 

53. Consider the following statements: 
1. For an economy, the Debt sustainability depends 

on the interest rate-growth differential (IRGD). 
2. More positive the IRGD, the easier (and 

quicker) it is for the Government to ensure debt 
sustainability. 

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 

54. With reference to fiscal deficit, consider the 
following: 
1. High Fiscal Deficits would always result in 

inflation in the economy. 
2. High Fiscal deficits would always affect the 

future generations adversely. 
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 

55. Which of the following are the sources of the 
Government of India for financing the Fiscal 
Deficit? 
1. Market Borrowings 
2. Small Saving Funds 
3. External Debt 
4. State Provident Funds 
Select the correct answer using the codes given 
below. 
(a) 1 and 2 only 
(b) 2, 3 and 4 only 
(c) 1, 2 and 3 only 
(d) 1, 2, 3 and 4 

56. Which action/actions of the following can be taken 
by the Government to reduce the Fiscal deficit? 
1. Rationalizing subsidies using Direct Benefit 

transfer. 
2. Expand MGNREGA to urban areas. 
3. Reducing revenue expenditure. 
4. Improve efficiency of taxation. 
Select the correct answer using the code given below. 
(a) 1 and 3 only 
(b) 1, 3 and 4 only 
(c) 1 only 
(d) 1, 2, 3 and 4 

57. With reference to direct monetization of 
government deficit, consider the following 
statements: 
1. It is a scenario where the government asks 

central bank to print new currency in return for 
new bonds. 

2. It can help to boost overall demand at the time 
when private demand has fallen. 

3. It may result in inflation in the economy. 
Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

58. Consider the following: 
1. Fiscal drag acts as an automatic fiscal stabilizer 

when the economy receives large foreign 
investment inflows. 

2. Fiscal neutrality refers to the situation when 
government is neither trying to boost nor reduce 
aggregate demand. 

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 

59. Consider the following statements regarding the 
‘FRBM Act’ and the associated changes: 
1. The ‘escape clause’ allows the central government 

to deviate from fiscal deficit target under 
extraordinary circumstances. 

2. Any deviation from the fiscal deficit target 
should not exceed 0.5% in a year. 

3. Recently, an independent fiscal council has 
been created for reviewing and evaluating the 
government’s fiscal policies. 

Which of the statement(s) given above are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 
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60. With reference to the Disinvestment policy 
announced as part of the Atmanirbhar Bharat 
initiative, consider the following: 
1. Private sector will be not be allowed in the 

strategic sector. 
2. In non-strategic sectors, Public Sector 

Enterprises will be privatised. 
3. NITI Aayog will prepare the list of Central 

Public Sector companies that would be taken up 
for strategic disinvestment. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 2 only 
(d) 1, 2 and 3 

61.  Consider the following: 
1. Disinvestment through minority stake sale in 

the listed CPSEs. 
2. Buyback of shares by large PSUs. 
3. Strategic disinvestment 
4. Monetization of selected assets of CPSEs. 
5. Launch of exchange traded funds. 
Which of the above mentioned is a mode of 
disinvestment followed by the government? 
(a) 1, 2, 3, 4 only 
(b) 2, 3, 4, 5 only 
(c) 1, 3, 4, 5 only 
(d) 1, 2, 3, 4, 5 

62. Which of the following are the criteria used by the 
15th Finance commission for devolution for the 
period 2021-26? 
1. Income distance 
2. Demographic performance 
3. Forest and ecology 
4. Tax and fiscal efforts 
Select the correct answer using the codes given 
below. 
(a) 1, 2 and 3 only 
(b) 2, and 4 only 
(c) 1, 3 and 4 only 
(d) 1, 2, 3 and 4 

63. With reference to the 15th Finance commission 
(FC), consider the following statements: 
1. The share of states in the central taxes for the 

2021-26 period is recommended to be 41% 
2. The FC recommended sector-specific grants for 

eight sectors. 
3. The FC suggested that the centre bring down 

fiscal deficit to 4% of GDP by 2025-26. 
Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

64. With reference to expenditure on Research & 
Development (R&D), consider the following 
statements: 
1. The Gross expenditure on R&D (GERin the 

country has been consistently increasing over 
the years and has nearly tripled between 2008 & 
2018. 

2. Among the BRICS economies, India spends the 
lowest on R&D. 

3. Sector-wise, India spends more on R&D in 
Education than on Health. 

Which of the above statements are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

65.  Which of the following statements best explains 
the “Production Possibility Curve”? 
(a) It represents the point at which a country’s 

economy is most efficiently producing its 
goods and services and, therefore, allocating its 
resources in the best way possible. 

(b) It reflects inflationary trend in the economy 
(c) It shows the minimum possible output 

combinations of infinite goods or services an 
economy can achieve when all resources are not 
fully employed. 

(d) It represents the ability of the country to produce 
goods and services in emergency situations like 
war and natural disaster. 

66. Consider the following statements regarding the 
Financial Stability Development Council: 
1. The council is chaired by RBI Governor and co-

chaired by Deputy Governor. 
2. Its objective is to strengthen and institutionalise 

the mechanism for maintaining financial 
stability. 

3. The FSDC was created as a response to the 
financial crises of 2007-08. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

67. With reference to the Government Security 
(G-Sein India, consider the following statements: 
1. Central Government can issue both treasury 

bills and bonds. 
2. State Governments can issue only bonds or 

dated securities. 
3. Foreign Portfolio Investors (FPIs) are not 

allowed to participate in the G-Secs market. 
Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 
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68. Consider the following statements: 
1. Bonds issued by the Government are commonly 

called Gilt-Edged Bonds/securities. 
2. Bonds can be issued by governments as well as 

private companies. 
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 

69. With reference to the Development Finance 
Institution (DFI), mentioned in the budget 2021-
22, consider the following: 
1. In India, the first DFI was operationalized in 

1948. 
2. DFIs provide long-term credit for capital-

intensive investments. 
3. 3. Narsimhan Committee (1991) recommended 

to convert the existing DFI into commercial 
banks. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

70. The term ‘BILATERAL NETTING’ sometimes 
mentioned in the news, is related to: 
(a) Agreement between two parties to offset claims 

against each other to determine a single net 
payment. 

(b) Agreement between creditor and debtor to revive 
stalled projects by giving equity participation to 
creditor in such projects 

(c) Agreement between creditor and debtor to 
restructure the debt of companies facing 
financial difficulties. 

(d) Agreement between two parties where the 
borrower is required to make only interest 
payments during the life of the loan. 

71. Which of the following documents are presented 
along with the Union Budget? 
1. Finance bill 
2. Appropriation bill 
3. Macro economic framework statement. 
4. Fiscal policy strategy statement. 
Select the correct answer using the code given below: 
(a) 1 and 3 only 
(b) 2 and 3 only 
(c) 1, 2 and 4 only 
(d) 1, 2, 3 and 4 

72. With reference to the types of budgeting exercises, 
which of the following pairs is/are matched 
correctly? 

Type of Budget Description 
1. Zero-based 

Budgeting 
In this, all expenses are 
evaluated each time a Budget 
is made and expenses must be 
justified for each new period 

2. Gender 
Budgeting 

gender-based assessment 
of Budgets, incorporating a 
gender perspective at all levels 
of the budgetary process to 
promote gender equality 

3. Outcome 
Budgeting 

measures the development 
outcomes of all government 
programs 

Select the correct answer using the code given below: 
(a) 3 only 
(b) 2 and 3 only 
(c) 1 and 2 only 
(d) 1, 2 and 3 

73.  With reference to PM-CARES fund, consider the 
following statements: 
1. The fund consists entirely of voluntary 

contributions only. 
2. It aims to provide support relief to both man-

made and natural calamities. 
3. Donations to PM CARES Fund would qualify 

for 100% exemption under IT act, 1961. 
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 

74. The term ‘Financial Repression’ was recently in 
news, which could be best described as: 
(a) Situation when economy is struck by 

unprecedented event for prolonged period. 
(b) Situation when saving rates are reduced in the 

economy. 
(c) Government restricts the companies from 

leveraging from market. 
(d) Government indirectly borrows from industry 

to pay off public debts.

2.3. Taxation in India

75. What do you understand by the term 
“grandfathering” in economics? 
(a) It is an act of providing exemptions to certain 

class of people from capital gains tax. 
(b) It is an act of adjusting the price of bonds with 

respect to inflation to act as a hedge against 
inflation. 

(c) It is a set of tax exemptions for startup companies 
for a period of 3 years. 

(d) It is an act of taxing gains with prospective effect 
not with retrospective effect. 
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76. In the context of taxation in India, consider the 
following statements regarding the ‘Cess’: 
1. Proceeds from cess is initially credited to the 

Consolidated Fund of India. 
2. The Central government may not share the 

revenue collected from Cess with the States. 
3. If cess collected in a particular year goes unspent, 

it can be allocated for purposes other than the 
purpose for which it was collected. 

Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 2 only 
(c) 1 and 2 only 
(d) 1, 2 and 3 

77. Which of the following best describes “Tax 
Expenditure”? 
(a) Revenue foregone on account of the incentives 

and exemptions that are given to taxpayers. 
(b) The expenditures incurred by the government 

on the collection of taxes. 
(c) The proportion of income that households pay 

as taxes. 
(d) The expenditure incurred by the government in 

meeting claims of Input Tax Credit under GST. 

78. Consider the following statements with reference 
to the Equalisation Levy: 
1. It is an indirect tax, first introduced in 1996. 
2. It applies to resident Indian entities only. 
3. It is imposed on the online sale of goods and 

services by e-commerce companies. 
Which of the statements given above is/are correct? 
(a) 2 only 
(b) 1 and 3 only 
(c) 3 only 
(d) 2 and 3 only 

79. Recently seen in news “GAFA tax” is related to 
which of the following: 
(a) A type of digital tax imposed by India on non-

residents e-commerce operators. 
(b) A tax proposed by OECD countries on internet 

giants based on sales. 
(c) A global corporate tax floor aimed at preventing 

multinationals from shifting profits to tax 
havens. 

(d) It is a tax on the largest tech firms providing 
services to French consumers. 

80. It is a tax imposed on the basis of the monetary 
value of the taxed item. The most common 
example of such taxes are property taxes levied 
on real estate. Most suitable option of the tax 
mentioned here is 
(a) Tax Collected at Source (TCS) 
(b) Capital gain tax 
(c) Sales Tax 
(d) Ad valorem Tax 

81. With reference to the Digital Service Tax, which of 
the following statements is/are correct? 
1. It is restricted to online advertisement services 

only. 
2. In India it specifically excludes from its ambit 

domestic digital businesses. 
3. It is a tax not on income, but on revenue. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

82.  With reference to the retrospective tax laws, which 
of the following statements is/are correct? 
1. Retrospective taxes are against the principle of 

tax certainty. 
2. India is only country with retrospective taxes 

imposed on companies. 
3. The Taxation Laws (Amendment) Bill, 2021 

plans to end retrospective taxes imposed on 
offshore transactions from 2021. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 1 and 3 only 
(d) 2 and 3 only 

83. With reference to ‘sovereign right to taxation’ in 
India, which one of the following statements is 
incorrect? 
(a) In India, no one has the right to levy or charge 

taxes except by the authority of law. 
(b) Only Union and State legislatures have powers 

to levy taxes. 
(c) Tax is an enforced contribution made by 

individuals and organizations. 
(d) Union and the States have no concurrent power 

of taxation on any subject. 

84. Consider the following statements: 
1. A tax is said to be buoyant if the tax revenues 

increase more than proportionately in response 
to a rise in national income or output. 

2. The Laffer Curve describes the relationship 
between tax rates and total tax revenue. 

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 

85. The term “Withholding tax” refers to: 
(a) An amount which is withheld by the government 

for loss-making PSUs. 
(b) An amount withheld by the Union Government 

when the State government defaults in its interest 
payments. 
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(c) An amount which an employee withholds as it is 
liable for tax exemptions. 

(d) An amount of which deduction takes place 
directly from the earning of an employee by the 
employer. 

86. Consider the following statements: 
1. The point where tax is being imposed is known 

as ‘incidence of tax’. 
2. The point where tax makes its effect known is 

known as ‘impact of tax’. 
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 

87. Consider the following pairs of types of taxation 
and their effects on economy. 

Taxation Effects on Individual 
Behaviour 

1. Progressive 
tax

encourage higher earnings by 
individual

2. Regressive 
tax

discourage higher earnings by 
individual

3. Proportional 
Tax

encourage higher earnings by 
individual

Which of the pairs given above is/are correctly 
matched? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1 and 3 only 

88. Capital gains tax would be applicable in which of 
the following conditions? 
1. A house wife sold her gold jewelry after 12 years. 
2. Ramesh is inheriting a house worth of 2 crore 

after his father’s death. 
3. Mr. Kumar is selling his residential plot at a 

profit margin of 6 lakh after 3 years. 
Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1 and 3 only 

89. Which of the following is not an example of 
‘Pigouvian Tax’? 
(a) Tobacco Tax. 
(b) Tax on plastic bags. 
(c) Carbon Emission Tax. 
(d) Basic Custom Duty. 

90. Consider the following statements with reference 
to the General Anti-Avoidance Rule (GAAR) in 
India? 

1. It comes into effect when an arrangement is 
entered with the main purpose of obtaining a tax 
benefit. 

2. Tax avoidance means actions taken by a taxpayer, 
none of which are illegal or forbidden by the law. 

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 

91. With reference to the GST council, which of the 
following statements is/are correct? 
1. Union Territories are not represented in the 

council. 
2. Centre has an effective veto in the GST council. 
3. Decisions of the council are taken by consensus 

only. 
Select the correct answer using the codes given 
below. 
(a) 1 only 
(b) 2 only 
(c) 1 and 2 only 
(d) 1 and 3 only 

92. The GST council can make recommendations to 
the Centre and States on which of the following 
matters? 
1. The goods and services which will be exempted 

from the GST. 
2. Special rates for raising additional resources 

during a natural calamity. 
3. The principles that govern the levy of IGST. 
4. The date on which the GST may be levied on 

petroleum and diesel. 
Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 3 and 4 only 
(c) 1 and 3 only 
(d) 1, 2, 3 and 4 

93. Consider the following statements regarding 
Global Minimum Corporate Tax (GMCT): 
1. It was recently adopted by OECD member 

countries. 
2. It is the minimum amount of corporate tax a 

company must pay only on its foreign income. 
3. It will help in addressing India’s tax revenue 

losses from tax haven countries. 
4. It would not better tax collection in India, due to 

low corporate taxes in India vis a vis the GMCT. 
Which of the statements given above is/are correct? 
(a) 1, 2 and 3 only 
(b) 2 and 4 only 
(c) 3 only 
(d) 3 and 4 only 
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94. With reference to the financial year 2020/21, 
arrange the following in terms of increasing order 
of revenue to the government: 
1. Corporate tax 
2. GST 
3. Customs 
4. Income Tax 
Select the correct answer from the codes given 
below: 
(a) 4, 3, 2, 1 
(b) 3, 2, 4, 1 
(c) 3, 1, 4, 2 
(d) 3, 4, 1, 2 

95. With reference to impact of Covid 19 pandemic on 
Indian economy in FY21, consider the following 
statements. 
1. The corporate tax revenue collection is lower as 

compared FY20. 
2. The contraction in income tax revenue is higher 

than Corporate tax revenue. 
3. Collection of other taxes like Security transaction 

tax, banking transaction tax and fringe benefit 
taxes too faced contraction. 

Which of the statements given above is/are correct? 
(a) 1 Only 
(b) 2 and 3 Only 
(c) 1 and 3 Only 
(d) 1, 2 and 3 

96. Which of the following items are exempted from 
the Goods and Services Tax (GST)? 
1. PPEs 
2. Sanitary napkins 
3. Lottery tickets 
4. Satellite launch services by ISRO 
5. Electric Vehicles 
6. Alcohol for human consumption 
Select the correct answer using the code given below: 
(a) 2, 4 and 6 only 
(b) 2, 5 and 6 only 
(c) 1, 3 and 5 only 
(d) 1, 2, 4 and 6 only 

97. Which of the following best describes the 
“Minimum Alternate Tax” (MAT)? 
(a) Tax levied on financial transactions done on 

stock exchanges. 
(b) Tax levied on startups that are less than three 

years old. 
(c) Tax levied on the book profits of ‘zero tax 

companies’. 
(d) Tax levied on companies which show high 

taxable income in their accounts 

98. Which of the following best describes “Tax 
Expenditure”? 
(a) Revenue foregone on account of the incentives 

and exemptions that are given to taxpayers. 
(b) The expenditures incurred by the government 

on the collection of taxes. 
(c) The proportion of income that households pay 

as taxes. 
(d) The expenditure incurred by the government in 

meeting claims of Input Tax Credit under GST. 

99. With reference to “Dividend Distribution Tax”, 
consider the following statements: 
1. It is the tax levied on the part of profits that a 

company shares with its shareholders. 
2. It is no longer levied and has been scrapped. 
Which of the statements give above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

100. ‘Laffer curve’ shows which one of the following 
phenomena? 
(a) Tendency for a country’s BOP deficit to initially 

deteriorate following a devaluation of currency 
before moving into surplus. 

(b) Relationship between tax rate and total tax 
revenue collected by Governments. 

(c) Degree of inequality in income and wealth in an 
economy. 

(d) Relationship between the level of unemployment 
and inflation. 

101. With reference to Commodities Transaction Tax 
(CTT), which of the following is incorrect? 
(a) It is levied in India on agricultural commodities 

at exchanges across India. 
(b) It can arrest the excessive speculation in 

commodities exchanges. 
(c) Transactions carried out in a recognized 

commodity exchange located in an International 
Finance Centre in terms of foreign currency 
would be exempt from the payment of CTT. 

(d) Its rationale is to bring commodities derivatives 
market at par with the securities market. 

102. Which of the following is/are a form of indirect 
taxes existing/existed in India? 
1. Customs Duty 
2. Value Added Tax 
3. Wealth Tax 
4. Sales Tax 
5. Estate Tax 
6. Corporation tax 
Select the correct answer using the codes given 
below. 
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(a) 1, 2 and 4 only 
(b) 1, 2, 4 and 6 only 
(c) 1, 2 and 5 only 
(d) 1, 2, 3, 4, 5 and 6 

103.  Consider the following statements: 
1. In India, both GST and VAT are applicable on 

both goods and services. 
2. GST is based on the principle of destination-

based consumption taxation. 
3. The Special Additional Duty of Customs has 

been subsumed under the GST. 
Which of the above statements is/are correct? 
(a) 1 and 3 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

104. Which of the following items are outside the 
Goods and Services Tax (GST) framework? 
1. Aviation turbine fuel 
2. Natural gas 
3. Liquor 
4. Pharmaceutical Products 
Select the correct answer using the codes given 
below. 

(a) 1 and 2 only 
(b) 1, 2 and 3 only 
(c) 3 and 4 only 
(d) 1, 2, 3 and 4 

105. With reference to the GST (Compensation 
to States) Act, 2017, consider the following 
statements: 
1. The Act guarantees all states an annual growth 

rate of 14 per cent in their GST revenue. 
2. GST compensation cess is levied on luxury and 

sin goods. 
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 

106. Recently, Agriculture and Infrastructure 
Development Cess was levied on petrol and diesel. 
Which among the following is the likely impact of 
this cess? 
(a) Tax incidence on consumer will decrease. 
(b) Revenue receipts of state will decrease. 
(c) Tax incidence on consumers will increase. 
(d) Revenue receipts of states will increase. 
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SOLUTIONS

2.1. Previous Years Questions

1. Solution: (b)
Exp) Option b is correct
Fiscal stimulus is an action taken by government to 
increase aggregate demand in the economy. It can be 
in form of tax cuts or increased public spending. Fiscal 
stimulus also refers to policy measures undertaken by a 
government that typically reduce taxes or regulations—
or increase government spending—in order to boost 
economic activity.

2. Solution: (d) 
Exp) Option d is correct
The salient feature of disinvestment is that at least 51 
percent of the shareholding and management control 
should rest with the government.
The main objectives of disinvestment are:
(i) To improve performance of units
(ii) To reduce budgetary deficits
(iii) To overcome the problem of political involvements 
in PSUs
(iv) Enable government to concentrate on Social 
development.

3. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. Vote on account and interim 
budget can be presented by both the regular government 
and the caretaker government. 
Statement 2 is correct. A “vote-on-account’’ only deals 
with the expenditure in Government budget, while 
an “interim budget’’ includes both expenditure and 
receipts. Vote on account is just an interim permission 
to spend money as against an interim Budget which is an 
elaborate financial statement of expenditure and receipts 
including changes in taxes and government policies. 

4. Solution: (b)
Exp) Option b is correct
Statements 2 and 3 are correct. Capital gain is an 
increase in a capital asset’s value and is considered to be 
realized when the asset is sold. Realized capital gains and 
losses occur when an asset is sold, which triggers a taxable 
event. Unrealized gains and losses, sometimes referred to 
as paper gains and losses, reflect an increase or decrease in 
an investment’s value but are not considered a capital gain 
that should be treated as a taxable event.
Statement 1 is incorrect. Increase sale of a product 
doesn’t imply the increase of value of that product. So, no 
capital gain. 

5. Solution: (a)
Exp) Option a is correct.
Deficit financing is when a government spends more 
money than it receives as revenue, and makes up for the 
difference by borrowing or printing new currency. In 
India, this is usually done for economic development.

6. Solution: (c)
Exp) Option c is correct
All of the above form part of non-plan expenditure of the 
Union Budget.
Non-plan expenditure is the money spent on the so-
called non-productive areas. A major part of the Non-
Plan Expenditure is obligatory in nature, like interest 
payments, pensions, statutory transfers to States and 
Union Territories governments. The biggest items of 
Non-Plan Expenditure were interest payments and debt 
servicing, defence expenditure and subsidies.
Note: The classification of plan and non-plan expenditure 
in Union Budget has been abolished now. The 
expenditures of the Government are classified as Capital 
and Revenue spending.

7. Solution: (a)
Exp) Option a is correct:
Statement 1 is correct. The Fourteenth Finance 
Commission recommended to increase the tax devolution 
of the divisible pool to states to 42% for years 2015 to 
2020. This is 10% more compared to 32% target set by 
Thirteenth financial commission.
Statement 2 is incorrect. Unlike the Thirteenth Finance 
Commission, Fourteen Finance Commission has not 
made any sector specific grants. 

8. Solution: (a)
Exp) Option a is correct:
Statement 1 is correct and Statement 2 is incorrect. 
Tax to GDP ratio compares the amount of taxes collected 
by a government to the amount of income that country 
receives for its products. A decrease in tax to GDP ratio of 
a country indicates a slowing economic growth. When tax 
revenues grow at a slower rate than the GDP of a country, 
the tax-to GDP ratio drops.

9. Solution: (a)
Exp) Option a is correct 
A budget deficit is when spending exceeds income. 
Introducing new welfare schemes will further inflate the 
budget. Expanding industries by budgetary support will 
not add anything in the short-run to the tax revenues of 
the government and thus will increase the budget deficit. 
Rationalizing subsidies and reducing revenue expenditure 
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are two direct ways of reducing the fiscal burden of the 
government of India.

10. Solution: (d)
Exp) Option d is correct
Statements 2 and 3 are correct. Capital Budget consists 
of capital receipts and payments. Capital receipts includes:
loans raised by the government from the public; 
borrowings by the government from the Reserve Bank 
and other parties through sale of treasury bills, 
loans received from foreign bodies and governments, and 
recoveries of loans granted by the Central government to 
State and Union Territories (UTs) and other parties.
Statement 1 is correct. Capital payments consist of capital 
expenditure on acquisition of assets like land, buildings, 
machinery, and equipment, as also investments in shares, 
loans and advances.

11. Solution: (c)
Exp) Option c is correct
Statement 1 is correct. Financial Stability and 
Development Council is an apex-level body constituted 
by the government of India. It is not an organ of NITI 
Aayog.
Statement 2 is correct. FSDC is headed by the Union 
Finance Minister. The secretariat of the council would 
be in the Department of Economic Affairs, Ministry of 
Finance. 
Statement 3 is correct. Financial Stability and 
Development Council (FSDC) functions to promote 
inter-regulatory coordination along with monitoring 
macro-prudential regulation of economy. 

12. Solution: (a)
Exp) Option a is correct
Statement 1 is correct. GST will replace multiple taxes 
collected by multiple authorities and will thus create a 
single market in India.
Statements 2 and 3 are incorrect. There is no direct 
corelation between GST and ‘drastic’ reduction in Current 
Account Deficit and increase in India’s forex reserves. 
There is no conclusive evidence to support the argument 
that GST will enable India to overtake China in near 
future.

13. Solution: (d)
Exp) Option d is correct
Statement 1 is incorrect. Tax revenue to GDP ratio: 
11.89% (2007), 10.75% (2008), 9.64% (2009), 10.19% 
(2010), 8.98% (2011)
Statement 2 is incorrect. Fiscal deficit in India: 6% (2008-
09), 6.5% (2010-11), 4.9% (2011-12), 5.8% (2012-13), 
4.8% (2013-14). 

14. Solution: (b)
Exp) Option b is correct

Statement 1 is incorrect. Capital infusion into public 
sector banks by the Government of India has seen a 
fluctuating trend and has not increased steadily.
Statement 2 is correct. To put the public sector banks in 
order, the merger of associate banks with the parent State 
Bank of India has been affected

15. Solution: (c)
Exp) Option c is correct
Opportunity cost is the forgone benefit that would have 
been derived by an option not chosen. For example, if you 
decide to spend two hours studying on a Friday night. The 
opportunity cost is that you cannot have those two hours 
for leisure.
When a commodity is provided free to the public by the 
government then the opportunity cost is transferred to 
the tax-paying public

16. Solution: (d)
Exp) Option d is correct
Every year, a Macro Economic Framework Statement is 
presented before Parliament at the time of Union Budget 
presentation. This is under Section 3(5) of the Fiscal 
Responsibility and Budget Management (FRBM) Act, 
2003.

2.2. Fiscal Policy in India

17. Solution: (b)
Exp) Option b is correct.
Statement 1 is incorrect: These are loans that are taken 
not by the Centre directly. These are the loans taken by the 
PSUs or other institutions on the directions of the central 
government. 
Statement 2 is correct: These borrowings are not 
calculated under the fiscal deficit of the government. 

18. Solution: (c)
Exp) Option c is correct.
Pair 1 is incorrectly matched: Effective Revenue Deficit 
is the difference between revenue deficit and grants for 
creation of capital assets.
Pair 2 is incorrectly matched: Primary deficit is the 
difference between the current year’s fiscal deficit and the 
interest paid on the borrowings of the previous year. 
Pair 3 is correctly matched: Monetized deficit is the part 
of the government deficit which is financed by borrowing 
from RBI.

19. Solution: (c)
Exp) Option c is correct.
Statement 1 is incorrect: A large share of revenue deficit 
in fiscal deficit indicates that a large part of borrowing is 
being used to meet its consumption expenditure needs 
rather than investment.
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Statement 2 is correct: Primary deficit is simply the fiscal 
deficit minus the interest payments. The goal of measuring 
primary deficit is to focus on present fiscal imbalances.
Statement 3 is correct: If an economy experiences a 
recession and the GDP falls, tax revenues fall because 
firms and households pay lower taxes when they earn less. 
This means that the deficit increases in a recession and 
falls in a boom, even with no change in fiscal policy. 

20. Solution: (a)
Exp) Option a is correct.
Ricardian Equivalence maintains that government 
spending by borrowing to increase the demand is offset 
by extra saving by people. People anticipate the current 
debt will be financed in future by increasing the tax rate, 
so they start saving in present itself. This reduces the 
current demand, offsetting the macroeconomic effects of 
increased government spending.

21. Solution: (d)
Exp) Option d is correct.
The Union Government in the budget 2021-22 identified 
certain sectors as strategic sectors.
Following 4 sectors to come under it:
• Atomic energy, Space and Defence
• Transport and Telecommunications
• Power, Petroleum, Coal and other minerals
• Banking, Insurance and financial services
In strategic sectors, there will be bare minimum presence 
of the public sector enterprises. 

22. Solution: (a)
Exp) Option a is correct.
Statement 1 is incorrect. Strategic disinvestment involves 
sale of substantial portion of Government shareholding 
in identified CPSEs upto 50 per cent or more, along with 
transfer of management control.
Statement 2 is correct. The policy on disinvestment 
is undertaken through a consultation process among 
different Ministries or Departments, including NITI 
Aayog.
Statement 3 is incorrect. NITI Aayog and not DIPAM to 
identify CPSEs for strategic disinvestment.

23. Solution: (b)
Exp) Option b is correct.
Statement 1 is incorrect. DIPAM falls under the Ministry 
of Finance. 
Statement 2 is correct. In strategic sectors, at least one 
enterprise will remain in the public sector. To minimise 
wasteful administrative costs, the number of enterprises 
in strategic sectors will ordinarily be one to four

Statement 3 is incorrect.

Disinvestment:
Target vs Realisation (`cr)

Year Target (RE/BE) Actual realisation
2017-18 1,00,000 1,00,195
2018-19 80,000 85,045
2019-20 65,000 50,304
2020-21

Till Jan (BE)
2,10,000 17,957.70

Source: OGA DIPAM

24. Solution: (d)
Exp) Option d is correct.
Statement 1 is incorrect. Both PMNRF and the PM 
CARES fund consists entirely of voluntary contributions 
from individuals/organizations and does not get any 
budgetary support. 
Statement 2 is incorrect. The Prime Minister heads both 
the funds.
Statement 3 is incorrect. Contributions to the PM CARES 
Fund are exempted under the Foreign Contribution 
(Regulation) Act. So, it can accept donations and 
contributions from individuals and organizations based 
in foreign countries. PMNRF has also received foreign 
contributions as a public trust since 2011. 

25. Solution: (d) 
Exp) Option d is correct 
Non tax revenue receipts include: 
interest receipts on account of loans by the central 
government, 
dividends and profits on investments made by the 
government, 
fees, penalties and fines received by the government, 
user charges for railways, transport, power etc., 
Cash grants in aid from foreign countries and international 
organizations. 
Disinvestment proceeds and fresh government 
borrowings from abroad are included in the Capital 
receipts.

26. Solution: (b)
Exp) Option b is correct.
Statement 1 is incorrect: An Additional Grant involves 
sanction for additional expenditure on a service that 
was not originally contemplated in the budget for that 
year and was not a part of it, but is found to be required 
now.
A Supplementary Grant is one where the amount for a 
particular service already part of the budget was found 
to be insufficient and now, Parliament needs to sanction 
extra funds for it.
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Statement 2 is correct: In Token Grant, there is no 
sanction of new funds. It is just an administrative 
procedure, wherein the Parliament reallocates and 
authorises use of funds from one head of expenditure to 
another.
Statement 3 is correct: Excess Grant involves 
Parliamentary authorisation ex post facto - i.e. when 
expenditure in excess of sum granted in budget has 
already been made. 

27. Solution: (d)
Exp) Option d is correct.
Statement a is correct. A TSA is a unified structure of 
government bank accounts that gives a consolidated 
view of government cash resources. TSA significantly 
reduces the debt servicing costs.
Statement b is correct. When the treasury has full 
information about cash resources, it can plan and 
implement budget execution in an efficient, transparent, 
and reliable manner.
Statement c is correct. TSA will enable the reduction 
in number of bank accounts which will result in lower 
administrative cost for the government. 
Statement d is incorrect. A TSA reduces the volatility 
of cash flows through the treasury, thus allowing it to 
maintain a lower cash reserve/buffer to meet unexpected 
fiscal volatility.

28. Solution: (a)
Exp) Option a is correct.
Option a is correct. Fiscal drag is an economic term 
whereby inflation or income growth moves taxpayers 
into higher tax brackets. This in effect increases 
government tax revenue without actually increasing tax 
rates. 
Option b is incorrect. Fiscal drag is a result of decreased 
consumer spending as a result of increased taxation 
that eventually reduces aggregate demand. It may lead to 
deflationary pressures.
Option c is incorrect. Fiscal drag is essentially a slowing in 
the growth of the economy caused by a lack of spending 
as increased taxation slows the demand for goods and 
services. Demand decreased and not increases.
Option d is incorrect. Progressive taxation, whereby 
individuals are moved into higher tax brackets because 
of inflation or increased income, is a fiscal policy that 
results in fiscal drag.

29. Solution: (b)
Exp) Option b is correct.
Statement 1 is incorrect. The Fifteenth Finance 
Commission recommended to maintain the States’ share 
in the divisible pool of taxes to 41% for the five-year 
period starting 2021-22. 
Statement 2 is correct. The Fifteenth Finance 
Commission recommended to set up a separate 
non-lapsable fund for defence and internal security 
modernisation.

Statement 3 is correct. The Fifteenth Finance 
Commission has granted Rs 4,36,361 crore from the 
central divisive tax pool to local governments, both 
rural and urban, for 2021-26.

30. Solution: (c)
Exp) Option c is correct.
Statement 1 is incorrect. The National Bank for Financing 
Infrastructure and Development Bill, 2021 seeks to 
establish the National Bank for Financing Infrastructure 
and Development (NBFID). Initially, the Central 
government will own 100% shares of the institution. 
This share may subsequently be reduced up to 26%.
Statement 2 is correct. The NBFID will be set up as a 
corporate body with authorized share capital of one 
lakh crore rupees, with financial and developmental 
objectives.
Statement 3 is correct. Financial objectives will be to 
directly or indirectly lend, invest, or attract investments 
for infrastructure projects located entirely or partly in 
India. 
Statement 4 is correct. Developmental objectives include 
facilitating the development of the market for bonds, 
loans and derivatives for infrastructure financing.

31. Solution: (d)
Exp) Option d is correct. 
Statement 1 is correct. Shares of NBFID may be held by: 
(a) central government, (b) multilateral institutions, (c) 
sovereign wealth funds, (d) pension funds, (e) insurers, 
(f) financial institutions, (g) banks, and (h) any other 
institution prescribed by the central government.
Statement 2 is correct. NBFID may raise money in the 
form of loans or otherwise both in Indian rupees and 
foreign currencies.
Statement 3 is correct. Unlike banks, DFIs do not accept 
deposits from people. 

32. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. The Budget 2021-22 has 
proposed to amend the Insurance Act, 1938 to increase 
the permissible FDI limit from 49% to 74% in Insurance 
Companies and allow foreign ownership and control with 
safeguards. 
Statement 2 is correct. The budget has proposed to 
incentivize the incorporation of One Person Companies 
(OPCs). It proposed to do so by allowing OPCs to grow 
without any restrictions on paid up capital and turnover. 
Statement 3 is correct. In the budget 2021-22, 
the government proposed to launch a ‘National 
Monetization Pipeline’ for its asset monetization 
strategy to assess the potential value of underutilized and 
unused government assets. 
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33. Solution: (a) 
Exp) Option a is correct. 
Statement a is incorrect. Roll over risk is not a risk 
associated with investments in equity market. 
Statement b is correct. Rollover risk is a risk associated 
with the refinancing of debt, specifically, that the interest 
charged for a new loan will be higher than that on the old. 
Rollover risk is commonly faced by countries and 
companies when a loan or other debt obligation (like a 
bond) is about to mature and needs to be converted, or 
rolled over, into new debt. 
Statements c and d are correct. Generally, shorter the 
term of the maturing debt, the greater the borrower’s 
rollover risk. 
Rollover risk also exists in derivatives, including futures 
or options contracts. 

34. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. Gender Budget Statement 
(GBS) was first introduced in the Indian Budget in 
2005-06. It constitutes two parts- Part A reflects women-
specific schemes having 100% allocation for women, and 
Part B reflects pro-women schemes, where at least 30% of 
the allocation is for women. 
Statement 2 is correct. Gender Budgeting does not seek 
to create a separate budget but seeks affirmative action 
to address specific needs of women. 
Statement 3 is correct. The Gender Budget has two parts: 
Part A includes schemes with 100% allocation for women 
(for ex: the widow pension scheme); and Part B with 
schemes allocating at least 30% of funds for women (for 
ex: mid-day meals programme). 

35. Solution: (c) 
Exp) Option c is correct. 
Zero based budgeting is method of budgeting which all 
the expenses are justified for each new period.
Statement 1 is correct: Zero-based budgeting is also 
resource-intensive. It takes time and efforts to review and 
justify every element of the budget instead of modifying 
existing budget and reviewing only new elements. 
Statement 2 is correct: It can reward short-term thinking 
by shifting resources toward areas of companies that will 
generate revenue over the next calendar year or budgeting 
period. 

36. Solution: (d)
Exp) Option d is correct. 
Statement 1 is incorrect. It is not the Public debt 
management cell who manages the public debt of central 
and state government but the RBI manages it.
Statement 2 is incorrect. As per existing guidelines, 
the State government cannot directly borrow funds 
from external agencies. But with the consent of Union 
government, it can borrow. In such cases, state 

governments will furnish guarantees for the loans, 
while the Centre will give counter-guarantees. For 
instance, centre has allowed ‘financially sound’ state 
government entities to borrow directly from foreign 
agencies. 

37. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect: The Reserve Bank of India Act 
1934, provides exemption to RBI from paying any income 
tax or any other tax including wealth tax. 
Statement 2 is incorrect: The surplus transfer is 
considered as dividend for the government. So, it forms 
the part of non-tax revenue of the government. 

38. Solution: (d) 
Exp) Option d is correct. 
Direct monetization of deficit refers to a scenario where a 
central bank prints currency to the tune of accommodating 
massive deficit spending by the government. RBI does so 
by purchasing government securities directly in the 
primary market. It is a type of non-debt financing to 
finance the fiscal deficit. 

39. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. The allocations towards India’s 
gender budget have stayed constant between 4.3% and 
5.9% as a proportion to the total budget since its inception 
in 2005-06. 
Statement 2 is incorrect. Not all states have adopted 
gender budgeting. Only 16 states like Rajasthan, Gujarat, 
Madhya Pradesh, Karnataka, Orissa, Kerala, Assam, 
Bihar, Chhattisgarh, Tripura, Nagaland, Uttar Pradesh 
and Uttarakhand have adopted Gender Budgeting as of 
now.

40. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. Counter-cyclical fiscal policy 
refers to the steps taken by the government that go against 
the direction of the economic or business cycle. Thus, 
in a recession or slowdown, the government increases 
expenditure and reduces taxes to create a demand that can 
drive an economic boom. 
 Statement 2 is incorrect. During a boom in the 
economy, counter-cyclical fiscal policy (not pro cyclical 
fiscal policy) aims at raising taxes and cutting public 
expenditure. 

41. Solution: (b) 
Exp) Option b is correct. 
Fiscal marksmanship essentially refers to the accuracy of 
the government’s forecast of fiscal parameters such as 
revenues, expenditures and deficits etc. In other words, 
if the difference between what the government projected 
as the likely tax revenues in the Budget and the actual 
figures a year later is large then it reflects poor fiscal 
marksmanship.
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42. Solution: (b) 
Exp) Option b is correct. 
 Consolidated Sinking Fund is a fund available to State 
governments for servicing their liabilities. Every state 
government deposits 1% to 3% of its total debt in a 
consolidated sinking fund to repay the due loan/due bond 
payment on maturity date in the future. It is managed 
by the RBI. At present 23 states have set up consolidated 
sinking funds. 

43. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. The ease with which a 
government can reduce its debt-to-GDP ratio depends 
primarily on the interest rate-growth differential. More 
negative the IRGD (and not positive), the easier 
and quicker it is for the Government to ensure debt 
sustainability. 
Statement 2 is incorrect. Since 2003, India’s interest rate-
growth differential has been negative and the lowest for 
the major OECD economies. . 
Statement 3 is incorrect. India’s public debt-to- GDP has 
been significantly low compared to high global debt levels. 
For instance, India’s overall debt levels as a per cent of 
GDP are the lowest amongst the group of G-20 OECD 
countries and also among the group of BRICS nations. 

44. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: Budgetary deficit is the 
difference between all receipts and expenses in both 
revenue and capital account of the government. The 
difference between total revenue and total expenditure of 
the government is termed as fiscal deficit. 
Statement 2 is correct: Public debt includes government’s 
both internal and external debt. 

45. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. The total liabilities of the 
Central Government, as a ratio of GDP, declined 
steadily immediately after the enactment of the FRBM 
Act, 2003, and has sustained at a level during the last 
decade. 
Statement 2 is incorrect. The debt to GDP ratio of states 
has risen since 2014-15 owing to three main reasons, 
namely- issuing of ‘UDAY Bonds’ in 2015-16 and 2016-
17; farm loan waivers; and the implementation of the 
7th Pay Commission awards. 

46. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. A Government Security 
(G-Sec) is a tradeable instrument issued by the Central 

Government or the State Governments. G-Secs carry 
practically no risk of default and, hence, are called risk-
free gilt-edged instruments. 
Statement 2 is correct. Treasury bills are short-term 
debt instruments that mature within a year. They can be 
redeemed only at maturity. They are sold at a discount if 
sold before maturity. 

47. Solution: (d) 
Exp) Option d is correct. 
Off-budget borrowings are loans that are taken not by the 
Centre directly, but by another public institution which 
borrows on the directions of the central government. Such 
borrowings are used to fulfil the government’s expenditure 
needs. Extra budget borrowing is excluded from the fiscal 
deficit calculations, but at the same time, are added to the 
total debt of the government. 

48. Solution: (b) 
Exp) Option b is correct 
Capital expenditure includes those expenditure which 
result in the creation of physical or financial assets or 
reduction in financial liabilities. These include 
Expenditure on the acquisition of land, building and 
machinery 
Loans Repayments by the Government 
Investment in shares 
Loans and advances by the central government to state 
and union territories, PSUs 
Interest payments on loans and expenditure on social 
sector services are included in the ‘revenue expenditure’. 

49. Solution: (d) 
Exp) Option d is correct. 
Accrual accounting measures a company’s performance 
and position by recognizing economic events regardless 
of when cash transactions occur. 
Statement 1 is correct. Accrual accounting means 
revenue and expenses are recognized and recorded when 
they occur. 
Statement 2 is correct. Accrual accounting portrays a 
more accurate portrait of a company’s health by including 
accounts payable and accounts receivable. 
Statement 3 is correct. The accrual method is the most 
commonly used method, especially by publicly-traded 
companies as it smooths out earnings over time. 

50. Solution: (d) 
Exp) Option d is correct 
Statement 1 is correct. External Grants are the best 
mode to finance the deficit as they do not create any 
obligation- neither interest payments nor any repayment. 
They are essentially free. 
Statement 2 is correct. External borrowings are 
preferred over the internal borrowings due to ‘crowding 
out effect’. If the government goes on borrowing from 
the banks within the country, the liquidity with banks 
reduces. 
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Statement 3 is correct. It is a corollary of the Statement 2. 
Less liquidity with banks leaves the private entities with 
limited money. This further leads to depression in the 
level of investment. 

51. Solution: (c) 
Exp) Option c is correct 
Fiscal consolidation aims at reducing government deficits 
and debt accumulation. The Fiscal Responsibility and 
Budget Management (FRBM) Act gives the targets for 
fiscal consolidation in India. Sustainability of debt was 
becoming a major issue in the 1990s. To that end, the 
Government introduced the Fiscal Responsibility and 
Budget Management (FRBM) Act. GST has widened the 
tax base. Wider tax base improves revenue collections. 
Tax expenditure is revenue forgone due to tax concessions 
and exemptions. High tax expenditure affects tax 
revenues and hence, fiscal path. Although Off-budget 
liabilities are not incorporated in the calculation of 
fiscal deficit, but they make up the government debt. 

52. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. According to the rules, ECBs 
cannot be used for investment in stock market or 
speculation in real estate. 
Statement 2 is incorrect. Reserve Bank of India, along 
with the DEA (Department of Economic Affairs), 
Ministry of Finance, Government of India, monitors and 
regulates ECB guidelines and policies. 
Statement 3 is incorrect. Borrowers can use 25 per cent 
of the ECB to repay rupee debt and the remaining 75 per 
cent should be used for new projects. 

53. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. The ease with which a government 
can reduce its debt-to-GDP ratio depends primarily on 
the interest rate-growth differential (IRGD), that is, the 
difference between the interest rate and the growth rate 
in an economy. 
Statement 2 is incorrect. More negative the IRGD, the 
easier (and quicker) it is for the Government to ensure 
debt sustainability. 

54. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect: When government increases 
spending or cuts taxes, aggregate demand increases. A 
high fiscal deficit is accompanied by higher demand and 
if firms are successful in greater output, then fiscal deficit 
need not be inflationary. 
Statement 2 is incorrect: If the government invests in 
infrastructure, future generations may be better off, 
provided the return on such investments is greater than 
the rate of interest. 

55. Solution: (d) 

Exp) Option d is correct. 
For FY2020-21, fiscal deficit has been funded through 
government borrowings, External debt, Small Saving 
Funds, State Provident Funds. 

56. Solution: (b) 
Exp) Option b is correct. 
Fiscal deficit is the difference between the government’s 
total expenditure and its total receipts excluding 
borrowing. It can be reduced by increasing revenue and 
decreasing expenditure. 
4 increases the revenue, while 1 and 3 reduce expenditure. 
2 increases expenditure and thus, it will increase deficit. 

57. Solution: (d) 
Exp) Option d is correct. 
 Statement 1 is correct. Direct monetization of deficit 
is a scenario where the government deals with the RBI 
directly — bypassing the financial system — and asks it 
to print new currency in return for new bonds that the 
government gives to the RBI. 
Statement 2 is correct. This tool provides an opportunity 
for the government to boost overall demand at the time 
when private demand has fallen — like during the covid 
lockdown 2020. 
Statement 3 is correct. Government expenditure using 
this new money boosts incomes and raises private demand 
in the economy. Thus, it fuels inflation. 

58. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. When the economy faces 
inflation, automatic stabilizers like Fiscal drag come up. 
Fiscal drag is a result of decreased consumer spending as 
a result of increased taxation. 
Statement 2 is correct. In macroeconomy, the idea of a 
fiscally neutral policy is one in which demand is neither 
stimulated nor diminished by taxation and government 
spending. 

59. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. The escape clause has been 
introduced in the FRBM Act to allow the central 
government to deviate from fiscal deficit target under 
extraordinary circumstances. 
Statement 2 is correct. FRBM amendments also 
mentioned that the deviation from the stipulated fiscal 
deficit target must not exceed 0.5 percentage points in 
a year. 
Statement 3 is incorrect. In 2017, the N.K. Singh 
committee suggested the creation of an independent 
fiscal council, but it has not been created yet. 

60. Solution: (b) 
Exp) Option b is correct. 
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Statement 1 is incorrect: In strategic sectors, at least one 
enterprise will remain in the public sector but private 
sector will also be allowed. 
Statement 2 is correct: In other sectors, PSEs will be 
privatised (timing to be based on feasibility, etc. 
Statement 3 is correct: NITI Aayog will work out on the 
next list of Central Public Sector companies that would be 
taken up for strategic disinvestment. 

61. Solution: (d) 
Exp) Option d is correct. 
Disinvestment is when governments or organizations 
sell or liquidate assets or subsidiaries. Various modes of 
disinvestment followed by the government- 
• Disinvestment through minority stake sale in listed 

CPSEs. 
• Buyback of shares by large PSUs 
• Strategic disinvestment involves transfer of management 

control. 
• Monetization of selected assets of CPSEs. 
• Launch of exchange traded funds (ETF) 
• Listing of CPSEs to facilitate people’s ownership 
• Merger and acquisition among PSUs in the same 

sector. 

62.  Solution: (d) 
Exp) Option d is correct. 

1: Criteria for devolution

Criteria 14th FC
2015-20

15th FC
2020-21

15th FC
2021-26

Income Distance 50.0 45.0 45.0
Area 15.0 15.0 15.0
Population (1971) 17.5 - -
Population (2011)* 10.0 15.0 15.0
Demographic 
Performance

- 12.5 12.5

Forest Cover 7.5 - -
Forest and Ecology - 10.0 10.0
Tax and Fiscal 
Efforts*

- 2.5 2.5

Total 100 100 100

63. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. The share of states in the central 
taxes for the 2021-26 period is recommended to be 41%. 
Statement 2 is correct. Sector-specific grants of Rs 1.3 
lakh crore will be given to states for eight sectors. 
Statement 3 is correct. The Commission suggested that the 
centre bring down fiscal deficit to 4% of GDP by 2025-26. 

64. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. The Gross expenditure on R&D 
(GERD) in the country has been consistently increasing 
over the years and has nearly tripled from Rs. 39,437.77 
crore in 2007- 08 to Rs. 1,13,825.03 crore in 2017-18. 
Statement 2 is correct. India spent 0.7% of its GDP on 
R&D in 2017-18, Other BRICS nations: 
Brazil 1.3%, Russian Federation 1.1%, China 2.1% and 
South Africa 0.8%. 
Statement 3 is incorrect. The top three sectors which 
spend greatly on their R&D are: Healthcare > Automotive 
> Software and IT. 

65. Solution: (a) 
Exp) Option a is correct. 
 “The Production Possibility Curve” or the “Production 
Possibility Frontier” is a curve that represents the point at 
which a country’s economy is most efficiently producing 
its goods and services and, therefore, allocating its 
resources in the best way possible. 

66. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. Financial Stability Development 
Council is chaired by the Union Finance Minister and 
has heads of financial-sector regulatory authorities like 
SEBI, RBI, IRDA as members. 
Statements 2 and 3 are correct. With a view to 
strengthening and institutionalizing the mechanism 
for maintaining financial stability, enhancing inter-
regulatory coordination and promoting financial sector 
development, the FSDC was set up. The FSDC was created 
as a response to the financial crises of 2007-08. 

67. Solution: (a) 
Exp) Option a is correct. 
Statement 1 and 2 is correct. In India, the Central 
Government issues both, treasury bills and bonds or 
dated securities while the State Governments issue only 
bonds or dated securities, which are called the State 
Development Loans (SDLs). 
Statement 3 is incorrect. Foreign Portfolio Investors 
(FPIs) are allowed to participate in the G-Secs market 
within the quantitative limits prescribed from time to 
time.

68. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct: G-Secs are also known as gilts or 
gilt-edged securities. “G-Sec” means a security created 
and issued by the Government for the purpose of raising 
a public loan or for any other purpose as may be notified 
by the Government. 
Statement 2 is correct. Bonds could be issued by 
governments as well as private companies. 
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69. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct: The first DFI established in India 
in 1948 was Industrial Finance Corporation of India 
(IFCI). 
Statement 2 is correct: DFIs were established mainly 
to cater to the demand for long-term finance by the 
industrial sector. 
Statement 3 is correct: Narsimhan committee 
recommended that the DFIs be converted either into 
banks or NBFCs and should be subject to the full rigour of 
RBI regulations as applicable to the respective categories. 
Consequently, both ICICI and IDBI were converted into 
commercial banks and IFCI into an NBFC. 

70. Solution: (a) 
Exp) Option a is correct. 
Bilateral netting is when two parties combine all their 
swaps into one master swap, creating one net payment, 
instead of many, between the parties. A bilateral netting 
agreement enables two counterparties in a financial 
contract to offset claims against each other to determine a 
single net payment obligation due from one counterparty 
to other. 

71. Solution: (d) 
Exp) Option d is correct. 
The following documents are presented along with 
budget 
• Annual financial statement 
• Demands for grants 
• Appropriation bill 
• Finance bill 
• Memorandum explaining the provisions in the 

finance bill 
• Macro-economic framework statement 
• Fiscal policy strategy statement 
• Medium term fiscal policy statement 
• Expenditure budget 
Source:https://www.indiabudget.gov.in/budget_archive/
ub2008-09/keybud/keybud2008.htm https://dea.gov.in/
divisionbranch/brief-description-budget-documents 

72. Solution: (d) 
Exp) Option d is correct. 
Pair 1 is correctly matched. In zero based budgeting, 
every budgeting cycle starts from scratch. 
Pair 2 is correctly matched. The gender-budgeting 
is defined as “gender-based assessment of Budgets, 
incorporating a gender perspective at all levels of the 
budgetary process and restructuring revenues and 
expenditures in order to promote gender equality”.
Pair 3 is correctly matched. The Outcome Budget is 
a performance measurement tool that helps in better 

service delivery. It measures the development outcomes 
of all government programmes. 

73. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. The fund consists entirely of 
voluntary contributions from individuals/organizations 
and does not get any budgetary support. 
Statement 2 is correct. PM CARES Fund aims to 
undertake and support relief or assistance of any kind 
of emergency, calamity or distress, either man-made or 
natural.
Statement 3 is correct. Donations to PM CARES Fund 
would qualify for 80G benefits for 100% exemption 
under the Income Tax Act, 1961. 

74. Solution: (d) 
Exp) Option d is correct 
Option d is correct. Financial repression is an economic 
term that refers to governments indirectly borrowing 
from industry to pay off public debts. The overall policy 
actions result in the government being able to borrow at 
extremely low interest rates, obtaining low-cost funding 
for government expenditures. 

75. Solution: (d) 
Exp) Option d is correct. 
The grandfathered concept means that the income tax 
will not be implied with retrospective effect, but with 
prospective effect. 

2.3. Taxation in India

76. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. The Centre collects cess and 
deposits it in the Consolidated Fund of India. However, 
the money is then supposed to be transferred to a 
segregated fund to be used for specific purpose.. 
Statement 2 is correct. Article 270 of the Constitution 
allows cess to be excluded from the purview of the 
divisible pool of taxes that the Union government shares 
with the States. 
Statement 3 is incorrect. If the cess collected in a 
particular year goes unspent, it cannot be allowed for 
other purposes. The amount gets carried over to the next 
year and can only be used for the cause it was meant for. 

77. Solution: (a) 
Exp) Option a is correct. 
Tax expenditure is the revenue foregone on account 
of the incentives and exemptions that are given to 
taxpayers. But rather than viewing them as waivers, they 
may be interpreted as incentives given to certain sectors 
to enable them to come up. 
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78. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. Equalisation levy is a type of 
direct tax, that was first introduced in 2016. 
Statement 2 is incorrect. An Equalisation levy of 6% 
was introduced in 2016 on payment exceeding Rs 1 lakh 
a year to a non-resident service provider for online 
advertisements. 
Statement 3 is correct. The Finance Act 2020 amended 
the Finance Act 2016, introducing a new Equalisation 
Levy at 2% on the online sale of goods and provision of 
services by a non-resident e-commerce company. 

79. Solution: (d) 
Exp) Option d is correct. 
GAFA Tax-France became the first major economy to 
impose a tax on digital giants by passing the legislation 
dubbed as the GAFA tax (an acronym for Google, Apple, 
Facebook and Amazon). The law will levy a 3% percent 
tax on total annual revenues of the largest tech firms 
providing services to French consumers. 

80. Solution: (d) 
Exp) Option d is correct. 
An ad valorem tax is a tax based on the assessed value of 
an item, such as real estate or personal property. The most 
common ad valorem taxes are property taxes levied on 
real estate. However, ad valorem taxes may also extend to 
a number of tax applications, such as import duty taxes on 
goods from abroad. 

81. Solution: (c) 
Exp) option c is correct. 
Statement 1 is incorrect: According to the new rules 2% 
Digital service tax in India is levied on revenues generated 
from digital services offered in India, including digital 
platform services, digital content sales, and data-related 
services. 
Statement 2 is correct: Digital Service tax in India 
excludes Domestic digital businesses because any 
company that has a permanent residence in India is 
already subject to tax in India. 
Statement 3 is correct: Digital Service tax is a tax not on 
income, but on revenue, and has been carefully devised 
to fall outside the scope of tax treaties. 

82. Solution: (a) 
Exp) option a is correct. 
Statement 1 is correct: Retrospective taxes brings in 
ambiguity and therefore are against the principle of tax 
certainity. 
Statement 2 is incorrect: Apart from India, many countries 
including the US, the UK, the Netherlands, Canada, 
Belgium, Australia and Italy have retrospectively taxed 
companies.
Statement 3 is incorrect: The Taxation Laws 
(Amendment) Bill, 2021, which plans to do away with 

the retrospective tax provision and end all retrospective 
taxes imposed on indirect transfer of Indian assets made 
before May 28, 2012. 

83. Solution: (b) 
Exp) Option b is correct. 
Statement a is correct: In India, sovereign right to 
taxation’ means that no one has the right to levy or charge 
taxes except by the authority of law. 
Statement b is incorrect: Taxes in India come under a 
three-tier system based on the Central, State and local 
governments. 
Statement c is correct: A tax is a pecuniary burden laid 
upon individuals or property owners to support the 
government. 
Statement d is correct: There is no separate head under 
the Concurrent list, meaning Union and the States have 
no concurrent power of taxation. 

84. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct: A tax is said to be buoyant if 
the tax revenues increase more than proportionately in 
response to a rise in national income or output. 
Statement 2 is correct: Laffer curve illustrates a theoretical 
relationship between rates of taxation and the resulting 
levels of the government’s tax revenue. It shows that 
sometimes cutting tax rates can increase total tax revenue 

85. Solution: (d) 
Exp) Option d is correct. 
Withholding tax is an amount of which deduction takes 
place directly from the earning of an employee by the 
employer. It is paid to the government as a part of the tax 
liability of an individual. 

86. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. The term impact is used to 
express the immediate result of the imposition of the 
tax. Thus, the point where the tax is being imposed is 
termed as ‘impact of tax’. 
Statement 2 is incorrect. Incidence emerges when the tax 
finally settles or comes to rest on the person who bears it. 
Thus, the point where the tax makes its effect is termed 
as ‘incidence of tax’. 

87. Solution: (c) 
Exp) Option c is correct. 
Pair 1 is incorrectly matched. In progressive taxation, less 
tax is imposed on people who earns less and more tax on 
those who earns more. So, it discourages more earnings 
by individuals to support low growth and development 
unintentionally. 
Pair 2 is incorrectly matched. In regressive taxation, tax 
rate is decreased to increase the value or volume on which 
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the tax is being imposed. So, it encourages the earnings 
by individual to take the advantage of low tax rate. 
Pair 3 is correctly matched. In proportional taxation, 
tax is imposed at the fixed rate for every level of income 
and production. So, supporters of proportional tax system 
believed that it incentivises the taxpayers to earn more. 

88. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. Capital asset is defined as any kind 
of property held by an assessee, whether or not connected 
with business or profession of the assesse. Jewellery is 
treated as capital asset and any profit made on sale of a 
capital asset is taxed as capital gain. 
Statement 2 is incorrect. Capital gains tax is not applicable 
to inherited property because in this case there is only 
transfer of ownership and no sale is happening. 
Statement 3 is correct. If Mr. Kumar is selling his 
residential plot at a profit margin of 6 lakh after 3 years, 
then 6 lakhs i.e., capital gain would attract long term 
capital gains tax as the security is held for more than 
3 years. 

89. Solution: (d) 
Exp) Option d is correct. 
A Pigouvian tax is a tax on a market transaction that 
creates a negative externality, or an additional cost, borne 
by individuals not directly involved in the transaction. 
Tobacco tax, Tax on plastic bags and Carbon Emission 
Tax are examples of Pigouvian tax because they create 
negative externality for the society. 

90. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct: It essentially comes into effect 
where an arrangement is entered into with the main 
purpose or one of the main purposes of obtaining a tax 
benefit. 
Statement 2 is correct: Tax avoidance includes actions 
taken by a taxpayer, none of which are illegal or forbidden 
by the law. 

91. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: All the States and Union 
Territories (UT) with Legislature are represented in the 
GST Council by their Minister-in-charge of Finance or 
Taxation or any other Minister nominated by the State/UT. 
Statement 2 is correct: Every decision of the GST Council 
must be taken by a majority of not less than three-fourths 
of the weighted votes of the members present. The vote of 
the central government has a weightage of one-third of 
the total votes cast. So, centre has effective veto. 
Statement 3 is incorrect: While the provision for voting 
exists, the decisions are generally taken by consensus. The 
Council voted for the first time in its 38th meeting held on 
December 18, 2020 

92. Solution: (d) 

Exp) Option d is correct. 
All statements are correct: Some areas of recommend-
ation of GST are: 
The threshold limit of turnover below which goods and 
services may be exempted from GST. 
Any special rate or rates for a specified period to raise 
additional resources during any natural calamity or 
disaster. 
The principles that govern the levy and apportionment 
of IGST. 
Model GST laws and the principles that govern the place 
of supply. 
The date on which the GST may be levied on petroleum 
crude, high-speed diesel, petrol, natural gas and aviation 
turbine fuel. 
Special provision with respect to the states of Arunachal 
Pradesh, Assam, Jammu & Kashmir, Manipur, Meghalaya, 
Mizoram, Nagaland, Sikkim, Tripura, Himachal Pradesh 
and Uttarakhand. 

93. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. It was recently adopted by G-7 
member countries in its recent meeting. 
Statement 2 is incorrect. It is the minimum amount 
of corporate tax a company must pay on its income in 
foreign and domestic both in which they operate. 
Statement 3 is correct. It will save India’s tax revenue 
which were being lost due to use of low tax rate 
jurisdictions.
Statement 4 is incorrect. The domestic rates applicable to 
corporations in India are not lower than the GMCT but 
higher approx. 40%. So, India is likely to benefit from the 
global minimum 15% corporate tax rate. 

94. Solution: (c) 
Exp) Option c is correct 
As per the Budget 2021-22 the revised estimates of 
revenue share for Financial Year 2020-21 is as follows: 
Correct increasing order of revenue is Customs < 
Corporate Tax< Income Tax < GST 

95. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct: Corporate tax collections between 
April to October 2020 were 36.67 per cent lower compared 
to FY20, due to the sharp contraction in the June quarter 
GDP leading to a drop in company profitability too. 
Statement 2 is incorrect. The contraction in income tax 
collection was much lower at 16.9 per cent as the salaried 
are likely to have taken a much lower hit. 
Statement 3 is incorrect. Other taxes, including the 
STT, banking transaction tax and fringe benefit tax, have 
recorded a 22.5 per cent jump in the April to October 
2020 period. This jump could be on account of higher 
volume in stock exchanges during the lockdown resulting 
in higher STT collections. 



Workbook 44

INDIAN ECONOMY

96. Solution: (a) 
Exp) Option a is correct. 
Option 1 is incorrect. PPEs are not exempted from GST. 
Option 2 is correct. Sanitary napkins are exempted from 
GST. 
Option 3 is incorrect. Lottery tickets are not exempted 
from GST. 
Option 4 is correct. Government scrapped the GST on 
satellite launch services recently. 
Option 5 is incorrect. Electric vehicles now attract a 
reduced GST rate of 5%. 
Option 6 is correct. Alcoholic liquor for human 
consumption had been exempted from the ambit of GST 
since its inception.  

97. Solution: (c) 
Exp) Option c is correct. 
There are companies which, despite recording large 
profits, show their taxable income to be nil or negative 
on account of the several exemptions that they claim 
as part of Income Tax Act. These companies are called 
as “zero tax companies”. So, the government had 
introduced a Minimum Alternate Tax to be levied at a flat 
rate on such companies. 

98. Solution: (a) 
Exp) Option a is correct. 
Tax expenditure is the revenue foregone on account 
of the incentives and exemptions that are given to 
taxpayers. But rather than viewing them as waivers, they 
may be interpreted as incentives given to certain sectors 
to enable them to come up. 

99. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. Whenever a company makes 
profits, it has to distribute a share of the profits among its 
shareholders. This part of profits that a company shares 
with its shareholders is called dividend, and the tax levied 
on the dividend is called Dividend Distribution Tax. 
Statement 2 is correct. The Finance Act of 2020 scrapped 
the Dividend Distribution Tax. 

100. Solution: (b) 
Exp) Option b is correct. 
Laffer curve shows the relationship between the tax rate 
and total tax revenue in an economy. According to it, 
higher tax rates initially increase revenue but after 
a certain point further increases in tax rate causes 
revenue to fall. One reason for this is that very high tax 
rates discourage people from working. 

101. Solution: (a) 
Exp) Option a is correct. 

CTT is levied in India, only on non-agricultural 
transactions done on the domestic commodity derivative 
exchanges.

102. Solution: (a) 
Exp) Option a is correct. . 
Wealth tax is imposed on the value of the property that a 
person possesses. It is a direct tax. 
Estate Tax is raised on an estate or the total value of 
money and property that an individual has left behind 
after their death. It is a direct tax. 
Corporation tax is a direct tax imposed on the net income 
or profit those enterprises make from their businesses. 

103. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. GST is applicable on both 
goods and services but VAT is applicable only to goods 
and not services. 
Statement 2 is correct. GST is based on the principle of 
destination-based consumption taxation as against the 
older principle of origin-based taxation. 
Statement 3 is correct. GST has replaced several taxes 
which were being levied and collected by the Centre, 
including Special Additional Duty of Customs (SAD).

104. Solution: (b) 
Exp) Option b is correct. 
Petrol, diesel, liquor, aviation turbine fuel, natural gas 
and crude oil fall outside India’s Goods and Services Tax 
(GST) regime. Therefore 1, 2 and 3 are correct. 
Pharmaceutical products fall within the GST regime. 
Therefore, 4 is incorrect. 

105. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct: The GST (Compensation to 
States) Act guarantees all states an annual growth rate of 
14 per cent in their GST revenue in the first five years of 
implementation of GST beginning July 2017. 
Statement 2 is correct: GST compensation cess is levied 
on certain luxury and sin goods. 

106. Solution: (b) 
Exp) Option b is correct. 
The new cess will only offset the reduction in customs or 
excise duty and thus will not raise the tax incidence for 
consumers. However, the money collected through cess 
and surcharge are not part of the divisible pool, from 
which devolution of Central taxes takes place to the States. 
When customs duty or excise is replaced by cess, the pie 
from which States get a share tends to shrink. 
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3.1. Previous Years Questions

1. The lowering of Bank Rate by the Reserve Bank of 
India leads to [UPSC CSE Pre. 2011]
(a) More liquidity in the market 
(b) Less liquidity in the market 
(c) No change in the liquidity in the market 
(d) Mobilization of more deposits by commercial 

banks 

2. The Reserve Bank of India (RBI) acts as a bankers’ 
bank. This would imply which of the following? 

[UPSC CSE Pre. 2012]
1. Other bank retains their deposits with the RBI. 
2. The RBI lends funds to the commercial banks in 

times of need. 
3. The RBI advises the commercial banks on 

monetary matters. 
Select the correct answer using the codes given 
below: 
(a) 2 and 3 only
(b) 1 and 2 only
(c) 1 and 3 only
(d) 1, 2 and 3

3. Which of the following measures would result in 
an increase in the money supply in the economy? 

[UPSC CSE Pre. 2012]
1. Purchase of govt securities from the public by 

the central bank 
2. Deposit of currency in commercial banks by the 

public 
3. Borrowing by the govt. from the central bank 
4. Sale of govt. secs. To the public by the central 

bank 
Select the correct answer using the codes given 
below: 
(a) 1 only 
(b) 2 and 4 only 
(c) 1 and 3 only 
(d) 2, 3 and 4 only 

4. An increase in the Bank Rate generally indicates 
that the  [UPSC CSE Pre. 2013]
(a) Market rate of interest is likely to fall 
(b) Central Bank is no longer making loans to 

commercial banks 
(c) Central Bank is following an easy money policy 
(d) Central Bank is following a tight money policy 

5.  Consider the following liquid assets:
UPSC CSE Pre. 2013]

1. Demand deposits with the banks 
2. Time deposits with the banks 
3. Savings deposits with the banks 
4. Currency 
The correct sequence of these decreasing orders of 
Liquidity is:
(a) 1-4-3-2
(b) 4-3-2-1 
(c) 2-3-1-4
(d) 4-1-3-2 

6. In the context of Indian economy, ‘Open Market 
Operations’ refers to   [UPSC CSE Pre. 2013]
(a) borrowing by scheduled banks from the RBI 
(b) lending by commercial banks to industry and 

trade 
(c) purchase and sale of government securities by 

the RBI 
(d) None of the above 

7. The terms ‘Marginal Standing Facility Rate’ and 
‘Net Demand and Time Liabilities’, sometimes 
appearing in news, are used in relation to 

[UPSC CSE Pre. 2014]
(a) banking operations 
(b) communications networking 
(c) military strategies 
(d) supply and demand of agricultural products 

8. In the context of Indian economy which of 
the following is/are the purpose/purposes of 
‘Statutory Reserve Requirements’? 

[UPSC CSE Pre. 2014]
1. To enable the Central Bank to control the 

amount of advances the banks can create. 
2. To make the people’s deposits with banks safe 

and liquid. 
3. To prevent the commercial banks from making 

excessive profits. 
4. To force the banks to have sufficient vault cash to 

meet their day-to-day requirements.
 Select the correct answer using the code given below. 
(a) 1 only
(b) 1 and 2 only 
(c) 2 and 3 only
(d) 1, 2, 3 and 4 

9. If the interest rate is decreased in an economy, it 
will [UPSC CSE Pre. 2014]
(a) decrease the consumption expenditure in the 

economy 
(b) increase the tax collection of the Government. 

INDIAN ECONOMY
BANKING AND CAPITAL MARKET
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(c) Increase the investment expenditure in the 
economy 

(d) increase the total savings in the economy. 

10. When the Reserve Bank of India reduces the 
Statutory Liquidity Ratio by 50 basis points, which 
of the following is likely to happen? 

[UPSC CSE Pre. 2015]
(a) India’s GDP growth rate increases drastically 
(b) Foreign Institutional Investors may bring more 

capital into our country 
(c) Scheduled Commercial Banks may cut their 

lending rates. 
(d) d) It may drastically reduce the liquidity to the 

banking system 

11. With reference to Indian economy, consider the 
following:    [UPSC CSE Pre. 2015]
1. Bank rate 
2. Open market operations 
3. Public debt 
4. Public Revenue 
Which of the above is/are component/components 
of Monetary Policy? 
(a) 1 only
(b) 2, 3 and 4 only 
(c) 1 and 2 only
(d) 1, 3 and 4 only 

12. With reference to ‘Bitcoins’, sometimes seen in 
the news, which of the following statements is/are 
correct?  [UPSC CSE Pre. 2016]
1. Bitcoins are tracked by the Central Banks of the 

countries. 
2. Anyone with a Bitcoin address can send and 

receive Bitcoins from anyone else with a Bitcoin 
address. 

3. Online payments can be sent without either side 
knowing the identity of the other. 

Select the correct answer using the code given below. 
(a) 1 and 2 only
(b) 2 and 3 only
(c) 3 only
(d) 1, 2 and 3

13. Which of the following statements is/are correct 
regarding the ‘Monetary Policy Committee 
(MPC)?  [UPSC CSE Pre. 2017]
1. It decides the RBI’s benchmark interest rates. 
2. It is a 12-member body including the Governor 

of RBI and is reconstituted every year. 
3. It functions under the chairmanship of the 

Union Finance Minister. 
Select the correct answer using the code given below: 
(a) 1 only
(b) 1 and 2 only
(c) 3 only
(d) 2 and 3 only

14. Which one of the following statements correctly 
describes the meaning of legal tender money? 

[UPSC CSE Pre. 2018]
(a) The money which is tendered in courts of law to 

defray the fee of legal cases 
(b) The money which a creditor is under compulsion 

to accept in settlement of his claims 
(c) The bank money in the form of cheques, drafts, 

bills of exchange etc. 
(d) The metallic money in circulation in a country 

15. Which one of the following is not the most likely 
measure the Government/ RBI takes to stop the 
slide of Indian rupee? [UPSC CSE Pre. 2019]
(a) Curbing imports of nonessential goods-and 

promoting exports 
(b) Encouraging Indian borrowers to issue rupee 

denominated Masala Bonds 
(c) Easing conditions relating to external 

commercial borrowing 
(d) Following an expansionary monetary policy 

16. If the RBI decides to adopt an expansionist 
monetary policy, which of the following would it 
not do?     [UPSC CSE Pre. 2020]
1. Cut and optimise the Statutory Liquidity Ratio 
2. Increase the Marginal Standing Facility Rate 
3. Cut the Bank Rate and Repo Rate 
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 

17. Why is the offering of “teaser loans” by commercial 
banks a cause of economic concern? 

[UPSC CSE Pre. 2011]
1. The teaser loans are considered to be an aspect of 

sub-prime lending and banks may be exposed to 
the risk of defaulters in future. 

2. In India, the teaser loans are mostly given 
to inexperienced entrepreneurs to set up 
manufacturing or export units. 

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 

18. Microfinance is the provision of financial services 
to people of low-income groups. This includes 
both the consumers and the self-employed. The 
service/services rendered under micro-finance is/
are:  [UPSC CSE Pre. 2011]
1. Credit facilities 
2. Savings facilities 
3. Insurance facilities 
4. Fund Transfer facilities 
Select the correct answer using the codes given 
below the lists:
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(a) 1 only
(b) 1 and 4 only 
(c) 2 and 3 only 
(d) 1, 2, 3 and 4 

19. The basic aim of Lead Bank Scheme is that: 
[UPSC CSE Pre. 2012]

(a) big banks should try to open offices in each 
district 

(b) there should be stiff competition among the 
various nationalized banks 

(c) individual banks should adopt particular 
districts for intensive development 

(d) all the banks should make intensive efforts to 
mobilize deposits.

20. Priority Sector Lending by banks in India 
constitutes the lending to   [UPSC CSE Pre. 2013]
(a) agriculture 
(b) micro and small enterprises 
(c) weaker sections 
(d) All of the above 

21. Which of the following grants/ grant direct credit 
assistance to rural households?  

[UPSC CSE Pre. 2013]
1. Regional Rural Banks 
2. National Bank for Agriculture and Rural 

Development 
3. Land Development Banks 
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 

22. What is/are the facility/facilities the beneficiaries 
can get from the services of Business 
Correspondent (Bank Saathi) in branchless areas? 

[UPSC CSE Pre. 2014]
1. It enables the beneficiaries to draw their subsidies 

and social security benefits in their villages. 
2. It enables the beneficiaries in the rural areas to 

make deposits and withdrawals. 
Select the correct answer using the code given below. 
(a) 1 only
(b) 2 only 
(c) Both 1 and 2
(d) Neither 1 nor 2 

23. The Reserve Bank of India regulates the 
commercial banks in matters of

[UPSC CSE Pre. 2013]
1. liquidity of assets 
2. branch expansion 
3. merger of banks 
4. winding-up of banks 
Select the correct answer using the codes given 
below. 

(a) 1 and 4 only
(b) 2, 3 and 4 only
(c) 1, 2 and 3 only
(d) 1, 2, 3 and 4 

24. ‘Basel III Accord’ or simply ‘Basel III’ often seen in 
the new, seeks to  [UPSC CSE Pre. 2015]
(a) develop national strategies for the conservation 

and sustainable use of biological diversity 
(b) improve banking sector’s ability economic stress 

and improve risk management 
(c) reduce the greenhouse gas emissions but places a 

heavier burden on developed countries 
(d) transfer technology from developed countries 

to poor countries to enable them to replace the 
use of chlorofluorocarbons in refrigeration with 
harmless chemicals 

25. The establishment of ‘Payment Banks’ is being 
allowed in India to promote financial inclusion. 
Which of the following statements is/are correct 
in this context?          [UPSC CSE Pre. 2016]
1. Mobile telephone companies and supermarket 

chains that are owned and controlled by residents 
are eligible to be promoters of Payment Banks. 

2. Payment Banks can issue both credit cards and 
debit cards. 

3. Payment Banks cannot undertake lending 
activities. 

Select the correct answer using the code given below. 
(a) 1 and 2 only
(b) 1 and 3 only 
(c) 2 only
(d) 1, 2 and 3 

26. Consider the following statements: 
[UPSC CSE Pre. 2020]

1. The weightage of food in Consumer Price Index 
(CPI) is higher than that in Wholesale Price 
Index (WPI). 

2. The WPI does not capture changes in the prices 
of services, which CPI does. 

3. Reserve Bank of India has now adopted WPI 
as its key measure of inflation and to decide on 
changing the key policy rates. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 only 
(c) 3 only 
(d) 1, 2 and 3 

27. The term ‘Core Banking Solution’ is sometimes 
seen in the news. Which of the following 
statements best describes/describe this term?

[UPSC CSE Pre. 2016] 
1. It is a networking of a bank’s branches which 

enables customers to operate their accounts 
from any branch of the bank on its network 
regardless of where they open their accounts. 
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2. It is an effort to increase RBI’s control over 
commercial banks through computerization. 

3. It is a detailed procedure by which a bank with 
huge non-performing assets is taken over by 
another bank. 

Select the correct answer using the code given below. 
(a) 1 only
(b) 2 and 3 only 
(c) 1 and 3 only
(d) 1, 2 and 3 

28. What is the purpose of setting up of Small Finance 
Banks (SFBs) in India? [UPSC CSE Pre. 2017]
1. To supply credit to small business units. 
2. To supply credit to small and marginal farmers. 
3. To encourage young entrepreneurs to set up 

business particularly in rural areas. 
Select the correct answer 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 

29. Consider the following statements: 
[UPSC CSE Pre. 2018]

1. Capital Adequacy Ratio (CAR) is the amount 
that banks have to maintain in the form of their 
own funds to offset any loss that banks incur if 
the account-holders fail to repay dues. 

2. CAR is decided by each individual bank. 
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 

30. Which one of the following best describes the 
term “Merchant Discount Rate” sometimes seen 
in news?  [UPSC CSE Pre. 2018]
(a) The incentive given by a bank to a merchant 

for accepting payments through debit cards 
pertaining to that bank. 

(b) The amount paid back by banks to their 
customers when they use debit cards for financial 
transactions for purchasing goods or services. 

(c) The charge to a merchant by a bank for accepting 
payments from his customers through the bank’s 
debit cards. 

(d) The incentive given by the Government to 
merchants for promoting digital payments by 
their customers through Point of Sale (PoS) 
machines and debit cards. 

31. The Chairmen of public sector banks are selected 
by the  [UPSC CSE Pre. 2019]
(a) Banks Board Bureau 
(b) Reserve Bank of India 
(c) Union Ministry of Finance 
(d) Management of concerned bank 

32. The Service Area Approach was implemented 
under the purview of [UPSC CSE Pre. 2019]
(a) Integrated Rural Development Programme 
(b) Lead Bank Scheme 
(c) Mahatma Gandhi National Rural Employment 

Guarantee Scheme 
(d) National Skill Development Mission 

33. Which of the following is not included in the assets 
of a commercial bank in India? 

[UPSC CSE Pre. 2019]
(a) Advances 
(b) Deposits 
(c) Investments 
(d) Money at call and short notice 

34. If you withdraw Rs. 1,00,000 in cash from your 
Demand Deposit Account at your bank, the 
immediate effect on aggregate money supply in 
the economy will be  [UPSC CSE Pre. 2020]
(a) to reduce it by Rs. 1,00,000 
(b) to increase it by Rs. 1,00,000 
(c) to increase it by more than Rs. 1,00,000 
(d) to leave it unchanged 

35. Consider the following statements: 
[UPSC CSE Pre. 2020]

1. In terms of short -term credit delivery to the 
agriculture sector, District Central Cooperative 
Banks (DCCBs) deliver more credit in 
comparison to Scheduled Commercial Banks 
and Regional Rural Banks. 

2. One of the most important functions of DCCBs 
is to provide funds to the Primary Agriculture 
Credit Societies. 

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 

36. A rapid increase in the rate of inflation is 
sometimes attributed to the “base effect”. What is 
“base effect”?  [UPSC CSE Pre. 2011]
(a) It is the impact of drastic deficiency in supply 

due to failure of crops 
(b) It is the impact of the surge in demand due to 

rapid economic growth 
(c) It is the impact of the price levels of previous 

year on the calculation of inflation rate 
(d) None of the statements (a), (b) and (c) ‘given 

above is correct in this context 

37. Consider the following statements: 
[UPSC CSE Pre. 2013]

1. Inflation benefits the debtors. 
2. Inflation benefits the bond-holders.
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 
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38. Which one of the following is likely to be the most 
inflationary in its effect? [UPSC CSE Pre. 2013]
(a) Repayment of public debt 
(b) Borrowing from the public to finance a budget 

deficit 
(c) Borrowing from banks to finance a budget deficit 
(d) Creating new money to finance a budget deficit 

39. Supply of money remaining the same when there 
is an increase in demand for money, there will be 

[UPSC CSE Pre. 2013]
(a) a fall in the level of prices 
(b) an increase in the rate of interest 
(c) a decrease in the rate of interest 
(d) an increase in the level of income and 

employment 

40. With reference to inflation in India, which of the 
following statements is correct?

[UPSC CSE Pre. 2015]
(a) Controlling the inflation in India is the 

responsibility of the Government of India only 
(b) The Reserve Bank of India has no role in 

controlling the inflation 
(c) Decreased money circulation helps in controlling 

the inflation 
(d) Increased money circulation helps in controlling 

the inflation 

41. What does venture capital mean? 
[UPSC CSE Pre. 2014]

(a) A short-term capital provided to industries 
(b) A long-term start-up capital provided to new 

entrepreneurs 
(c) Funds provided to industries at times of 

incurring losses. 
(d) Funds provided for replacement and renovation 

of industries. 

42. What is/are the purpose/purposes of Government’s 
‘Sovereign Gold Bond Scheme’ and ‘Gold 
Monetization Scheme’? {UPSC CSE Pre, 2016]
1. To bring the idle gold lying with Indian 

households into the economy. 
2. To promote FDI in the gold and jewellery sector. 
3. To reduce India’s dependence on gold imports. 
Select the correct answer using the code given below. 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

43. Consider the following statements: 
[UPSC CSE Pre. 2018]

1. The Reserve Bank of India manages and services 
Government of India Securities but not any State 
Government Securities. 

2. Treasury bills are issued by the Government of 
India and there are no treasury bills issued by the 
state Governments. 

3. Treasury bills offer are issued at a discount from 
the par value. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

44. Which of the following is issued by registered 
foreign portfolio investors to overseas investors 
who want to be part of Indian stock market 
without registering themselves directly?

[UPSC CSE Pre. 2019] 
(a) Certificate of Deposits 
(b) Commercial Paper 
(c) Promissory Note 
(d) Participatory Note 

45. What is the importance of the term “Interest 
Coverage Ratio” of a firm in India? 

[UPSC CSE Pre. 2020]
1. It helps in understanding the present risk of a 

firm that a bank is going to give loan to. 
2. It helps in evaluating the emerging risk of a firm 

that a bank is going to give loan to. 
3. The higher a borrowing firm’s level of Interest 

Coverage Ratio, the worse is its ability to service 
its debt. 

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 

46. With reference to the Indian economy, consider 
the following statements:  [UPSC CSE Pre. 2020]
1. ‘Commercial Paper’ is a short-term unsecured 

promissory note. 
2. ‘Certificate of Deposit’ is a long-term instrument 

issued by the Reserve Bank of India to a 
corporation. 

3. ‘Call Money’ is a short-term finance used for 
interbank transactions. 

4. ‘Zero-Coupon Bonds are the interest bearing 
short-term bond issued by the Scheduled 
Commercial Banks to corporations. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only
(b) 4 only 
(c) 1 and 3 only
(d) 2, 3 and 4 only 

47. In the context of the Indian economy, non-
financial debt includes which of the following?

[UPSC CSE Pre. 2020]
1. Housing loans owed by households 
2. Amounts outstanding on credit cards 
3. Treasury bills 
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Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 3 only 
(d) 1, 2 and 3 

Practice Questions

3.2. Monetary Policy and Banking

48. Which of the statements regarding Asset 
Reconstruction Company proposed in Budget 
2021-22 is/are correct? 
1. It will be set up by state-owned and private 

sector banks. 
2. It will have an Asset Management Company 

(AMC) to manage and sell bad assets of all the 
large accounts. 

3. The government will not provide any direct 
equity support to the ARC. 

Select the correct answer using the code given below:
(a) 1 Only 
(b) 1 and 2 Only 
(c) 1 and 3 Only 
(d) 1, 2 and 3 

49. Which of the following measures can be taken 
by the Reserve Bank of India (RBI) to increase 
liquidity in the economy?
(a) Selling through Open Market Operations 

(OMO) 
(b) Targeted Long Term Repo Operations 
(c) Increase in Cash Reserve Ratio 
(d) Decreasing borrowing limit under Marginal 

Standing Facility 

50. In the context of Indian economy, which of the 
following statements correctly describes the 
phrase ‘Monetary Policy Corridor’? 
(a) Overnight liquidity support provided by RBI to 

commercial banks with a higher interest rate. 
(b) It’s a tool which allows banks to borrow money 

through repurchase agreements. 
(c) It is the difference between reverse repo rate and 

marginal standing facility rate. 
(d) It is a fund that banks must retain as a proportion 

of the deposits made by their customers. 

51. With reference to the regulation of different 
NBFCs, which of the following statements is 
correct? 
(a) NBFCs form the part of payment and settlement 

system.
(b) Like Banks, Priority sector lending are also 

applicable to NBFCs. 
(c) Nidhi Companies, a type of NBFC are regulated 

by Ministry of corporate affairs. 
(d) Peer to Peer (P2P) lenders are registered as 

NBFCs and are regulated by SEBI (Security and 
Exchange board of India).

52. With reference to regulatory forbearance, consider 
the following statements: 
1. In case of India, Regulatory forbearance 

for banks involved relaxing the norms for 
restructuring assets. 

2. Regulatory forbearance implies stringent norms 
and control of financial institutions by the 
regulators. 

3. It may result into overcapitalization of banks. 
Which of the above statements are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 1 and 3 only 
(d) 2 and 3 only 

53. In the context of ‘Priority Sector lending (PSL)’, 
consider the following statements: 
1. It is a mechanism through which adequate and 

timely credit is provided to the sectors important 
for the development of the basic needs of the 
country. 

2. Foreign banks are exempted from Priority Sector 
lending requirement. 

3. Real estate and consumer goods are included in 
the categories for Priority Sector lending. 

Which of the following statements given above is/are 
correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

54. With reference to Scheduled banks, consider the 
following statements: 
1. Scheduled banks are those which are included in 

the Schedule II of Banking Regulation Act, 1949. 
2. In scheduled banks, more than 50% stake is held 

by the government. 
3. Cooperative banks can be categorized as 

scheduled banks. 
Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

55. Consider the following statements: 
1. Both Payment Banks and Small Finance Banks 

can accept demand deposits. 
2. Payment Banks can offer loans but Small Finance 

Banks cannot offer loans. 
3. Both Payment Banks and Small Finance Banks 

must invest 75% of their deposits in Government 
securities. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1 only 
(d) 1 and 3 only 
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56. Consider the following statements regarding 
‘Payments Bank’: 
1. It is registered as a public limited company under 

the Companies Act, 2013. 
2. These banks can undertake lending activities 

up to the amount of ten percent of its total 
authorized capital. 

3. It is required to use the words “Payments Bank” 
in its name. 

4. It can set up subsidiaries to undertake non-
banking financial services activities 

Which of the following statements given above is/are 
correct? 
(a) 1, 2 and 3 only 
(b) 1 and 3 only 
(c) 1, 2 and 4 only 
(d) 1, 2, 3 and 4 

57. Which of the following are covered under the 
Priority Sector Lending programme of RBI? 
1. Renewable energy 
2. Finance for Start-ups up to Rs 50 crores 
3. For installation of solar power plants by farmers 
4. Export Credit 
5. Education 
6. Minority educational institutions 
Select the correct answer using the code given below: 
(a) 1, 2, 4 and 6 only 
(b) 1, 2, 3 and 5 only 
(c) 1, 2, 3, 4 and 5 only 
(d) 4, 5 and 6 only 

58. With reference to ‘’Neo-banks’’, seen in news 
sometimes, which one of the following statements 
is correct? 
(a) These are virtual banks that provide banking 

experience through digital platforms. 
(b) These are banks having physical branches in 

international financial service centres. 
(c) They operate only in rural areas through 

Common Service Centres. 
(d) Neo-banks need licenses from the Reserve Bank 

of India to operate. 

59. Consider the following statements with reference 
to ‘Regional Rural Banks’ (RRBs): 
1. Their area of operation is restricted only to rural 

areas. 
2. They work under the exclusive supervision of 

the National Bank for Agriculture and Rural 
Development. 

3. The RRBs are required to provide 75% of their 
total credit as priority sector lending. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 3 only 
(d) 2 and 3 Only 

60. Regarding the deposit insurance facility in India, 
which of the following statements is incorrect? 
(a) A depositor has a claim to a maximum of Rs 5 

lakh per account. 
(b) Regional Rural Banks also have to provide 

facility of deposit insurance. 
(c) Deposit Insurance and Credit Guarantee 

Corporation (DICGC) is wholly owned 
subsidiary of Reserve Bank of India. 

(d) The premium for the insurance is paid by 
Reserve Bank of India to DICGC. 

61. With reference to the National Payments 
Corporation of India (NPCI), consider the 
following: 
1. It was incorporated in 2007 replacing the Internet 

and Mobile Association of India (IAMAI). 
2. It is a statutory body established under the 

provisions of the Payment and Settlement 
Systems Act, 2007. 

3. It is an initiative of Reserve Bank of India (RBI) 
and Indian Banks’ Association (IBA). 

4. It developed the National Electronic Toll 
Collection (NETC) program and FASTag. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2, 3 and 4 only 
(d) 1, 3 and 4 only 

62. Consider the following statements with reference 
to the Insolvency and Bankruptcy Code (IBC) and 
SARFAESI Act: 
1. The SARFAESI Act protects all forms of creditors 

while IBC protects the interests of only financial 
creditors. 

2. The IBC takes precedence over SARFAESI 
during the Insolvency Resolution Process if 
there is any inconsistency between IBC and 
SARFAESI. 

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 

63. It is the ratio of the stock of money to the stock 
of high-powered money in an economy. It refers 
to how an initial deposit can lead to a bigger final 
increase in the total money supply in the economy. 
The concept mentioned here is: 
(a) Repo rate. 
(b) Money Multiplier (MM) 
(c) Cash Reserve Ratio (CRR) 
(d) Capital Adequacy Ratio (CAR) 
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64. Consider the following statements regarding 
different type of ATMs. 
1. In Brown Label ATM, the hardware is owned by 

sponsor bank. 
2. White Label ATMs, are setup, owned and 

operated by non-bank entities. 
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 

65. With reference to the helicopter money, consider 
the following statements: 
1. It is the large sums of money printed by the 

central bank and distributed to the public. 
2. Unlike Quantitative easing, there is no 

repayment liability in case of helicopter money. 
Which of the statements give above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

66. Which one of the following statements is correct 
regarding the State Development Loans (SDLs)? 
(a) It can be issued as both treasury bills and dated 

securities. 
(b) It does not qualify for Statutory Liquidity Ratio 

(SLR). 
(c) They are not eligible as collaterals for borrowing 

from the RBI under the Liquidity Adjustment 
Facility (LAF). 

(d) The yield of SDL securities is determined 
through auction. 

67. With reference to the Basel III norms, consider the 
following: 
1. Liquidity Coverage Ratio refers to the amount of 

high-quality liquid assets banks need to hold to 
fund cash outflows for 30 days. 

2. Net Stable Funding Ratio (NSFR) is defined as 
the amount of available stable funding relative to 
the amount of required stable funding. 

3. Countercyclical capital buffer is only held in 
common equity tier 1 capital in addition to the 
regulatory minimum capital requirements. 

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 

68. With reference to the Supervisory Action 
Framework (SAF) by RBI for banking sector in 
India, consider the following: 
1. It seeks to ensure expeditious resolution of 

financial stress faced by the Urban Cooperative 
Banks (UCBs). 

2. It is similar to the Prompt Corrective Action 
(PCA) framework which is imposed on 
commercial banks. 

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 

69. Consider the following statements with regard to 
the monetary policy tools and their impact: 
1. Monetary policy tool includes direct lending to 

banks. 
2. Open market operations (OMO) refer to the 

government buying or selling short-term 
treasuries and other securities in the open 
market. 

3. Reducing CRR and SLR requirements for banks 
may lead to a decline in the interest rates. 

Which of the statements given above are correct? 
(a) 1 and 2 only
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

70. With reference to Market Stabilization scheme, 
consider the following statements: 
1. It is a monetary policy intervention by the RBI. 
2. It infuses excess liquidity in market by buying 

government securities. 
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 

71. Which of the following factors prevent the effective 
transmission of monetary policy to deposit and 
lending rates of banks? 
1. Mismatch of banks’ assets and liabilities.
2. Competitive pressure from small savings 

schemes. 
3. Internal benchmark for pricing of loans. 
Select the correct answer using the code given below: 
(a) 1 only
(b) 1 and 2 only 
(c) 2 and 3 only
(d) 1, 2 and 3 

72. Which of the following events leads to an increase 
in the money supply in the economy? 
1. Reduction in repo rate 
2. Purchase of securities under Open Market 

Operations 
3. Increase in Statutory Liquidity Ratio 
Select the correct answer using the code given below: 
(a) 1 only
(b) 1 and 2 only 
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(c) 2 and 3 only 
(d) 1, 2, and 3 

73. Which of the following factors affect the value of 
the money multiplier? 
1. Statutory Liquidity Ratio 
2. Cash Reserve Ratio 
3. Currency Deposit Ratio of the public 
Select the correct answer using the code given below: 
(a) 1 only
(b) 2 only 
(c) 2 and 3 only
(d) 1, 2 and 3 

74. Which of the following are possible signs of a 
Liquidity Trap? 
1. Rise in unemployment 
2. High Savings rate 
3. Low Interest Rate 
4. High Investment Rate 
Select the correct answer using the code given below: 
(a) 1, 2 and 3 only
(b) 2, 3 and 4 only 
(c) 1, 3 and 4 only
(d) 1, 2, 3 and 4 

75. With reference to the Basel III guidelines, consider 
the following statements: 
1. It requires the maintenance of capital adequacy 

ratio in banks at 15%. 
2. RBI currently applies banking rules strictly 

based on Basel 3 to ensure capital adequacy. 
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 

76. With reference to ‘Marginal Standing Facility’, 
consider the following statements: 
1. It is an interbank borrowing facility for banks in 

an emergency situation. 
2. The scheme was introduced by the Reserve Bank 

of India in 2011-12. 
3. Under the scheme the interest rate for borrowing 

funds is always higher than the repo rate. 
4. The funds can be availed overnight, upto one 

percent of their respective Net Demand and 
Time Liabilities. 

Which of the above statements are correct? 
(a) 1, 2 and 3 only
(b) 2 and 3 only 
(c) 2, 3 and 4 only
(d) 1, 2, 3 and 4

77. With reference to the Prompt Corrective Action 
(PCA) framework of the Reserve Bank of India, 
consider the following statements: 

1. It is applicable to commercial banks as well as 
non-banking financial companies. 

2. It can be initiated on the basis of asset quality 
and profitability of banks. 

3. RBI can place restrictions on dividend 
distribution and branch expansion by banks. 

Which of the statements given above are correct? 
(a) 1 and 2 only
(b) 2 and 3 only 
(c) 1 and 3 only
(d) 1, 2 and 3 

78. With reference to ‘bad bank’ recently in news, 
consider the following statements: 
1. It is an asset reconstruction company. 
2. It cannot lend money but can take deposits. 
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 

79. Which of the following is/are the impact of 
prolonged forbearance policy followed by Reserve 
Bank of India? 
1. Undercapitalization of Banks 
2. Strengthening of Corporate Governance in 

Banking system 
3. Lending to firms with poor fundamentals 
4. Increased Tier-I capital of Public Sector Banks 
5. Ever-greening of loans 
Select the correct answer using the codes given 
below: 
(a) 1, 3 and 5 only 
(b) 2 and 3 only 
(c) 2 and 4 only 
(d) 1, 2, 3 and 4 

80. With reference to Ways and Means Advances 
(WMAs), consider the following statements:
1. It is a facility for both the Centre and states to 

borrow from the RBI. 
2. WMAs are loans are provided for short-term 

only.
3. Repo rate is charged as interest rate for WMAs.
Which of the statements given above is/are correct?
(a) 1 only
(b) 1 and 2 only
(c) 2 and 3 only
(d) 1, 2 and 3

81. Which amongst the following organization 
manages the government debt, including market 
borrowing? 
(a) Reserve Bank of India 
(b) NITI Aayog 
(c) Department of Economic Affairs 
(d) Prime Minister’s Office
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82. Consider the following statements: 
1. Contractionary fiscal policy is needed to achieve 

employment growth during recession. 
2. Monetary policy majorly deals with money, 

currency, and interest rates whereas the fiscal 
policy deals with taxation and spending by the 
Centre. 

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

83. Regarding ‘Balloon payment’, the term balloon 
refers to which of the following? 
(a) The final payment is significantly large. 
(b) The final payment is overdue. 
(c) The initial payment is significantly large. 
(d) The payment to be made is equal to the amount 

of the loan’s previous payments.

84. Which of the following describes “Taylor Rule”: 
(a) A monetary policy approach that helps a central 

bank set rates keeping in mind the current 
inflation and growth rates. 

(b) A policy approach used by the government to set 
fiscal targets. 

(c) An instrument used in the budget to curtail 
funding for specific projects. 

(d) A method to define the rate of unemployment 
in the country.

85. Which of the following statements are correct 
regarding Chit Funds?
1. The registration and regulation of chit funds are 

carried out by state governments.
2. Chit funds fall under the definition of NBFCs 

issued by the RBI.
3. In Chit Funds, members make periodical 

subscriptions to the fund.
Select the correct answer using the code given below:
(a) 1 and 2 only
(b) 1 and 3 only
(c) 1, 2 and 3
(d) 3 only

86. Which of the following instruments of Monetary 
Policy Transmission are available with the Reserve 
Bank of India?
1. Open Market Operations
2. Varying of Cash Reserve Ratio and Statutory 

Liquidity Ratio
3. Sterilization by buying and selling of foreign 

currency in the exchange market.
4. Moral suasion
Select the correct answer using the code given below:
(a) 1, 2 and 4 only
(b) 2, 3 and 4 only
(c) 3 and 4 only
(d) 1, 2, 3 and 4

87. With reference to Monetary Policy Committee 
(MPC), consider the following statements: 
1. The committee is constituted by the Reserve 

Bank of India. 
2. The MPC determines the policy interest rate 

required to achieve the inflation target. 
3. The decisions of the committee are based on 

consensus. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only
(b) 2 only 
(c) 1 and 3 only
(d) 1, 2, and 3

88. Consider the following statements regarding the 
Marginal Standing Facility (MSF) of RBI:
1. It is used by all financial institutions.
2. It is a part of the liquidity adjustment facility.
3. It is a cheaper route to fulfil the overnight 

requirement of funds.
4. Banks use this route only if they exhaust all other 

channels to raise short-term funds.
Which of the statements given above is/are not 
correct?
(a) 1, 2 and 3 only
(b) 1, 3 and 4 only
(c) 2, 3 and 4 only
(d) 1, 2, 3 and 4 

89. With reference to Cash Reserve Ratio (CRR), 
consider the following statements: 
1. CRR is the percentage of the total deposit that 

banks have to mandatorily park with the RBI. 
2. Reserve Bank of India (RBI) can reduce CRR 

ratio to improve liquidity in the market. 
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 

90. Which of the following are the constituents 
of ‘aggregate monetary resources (M3)’ in an 
economy? 
1. Currency and coin with the public 
2. Net demand deposits held by commercial banks 
3. Net time deposits of commercial banks 
Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

91. With reference to the Payments Infrastructure 
Development Fund (PIDF) scheme, recently in 
news, consider the following statements: 
1. The scheme has been launched by the Reserve 

Bank of India (RBI). 
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2. It subsidises deployment of payment acceptance 
infrastructure. 

3. 3. North-eastern states of the country are given 
special focus under the scheme. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2, and 3 

92. The ‘One Nation One Ombudsman’ approach/
scheme has been launched by:
(a) Reserve Bank of India
(b) Ministry of Finance 
(c) Niti Aayog
(d) Supreme Court 

93. With reference to Liquidity Adjustment Facility 
(LAF), which of the following statements is/are 
Correct? 
1. LAF was introduced on the recommendations of 

the Narsimham Committee on Banking Sector 
Reforms. 

2. Through LAF, RBI manages the inflation in the 
economy. 

3. LAF in recent years, has been extended to certain 
Scheduled Urban Cooperative Banks (UCBs).

Select the correct answer using the code given below:
(a) 1 Only
(b) 1 and 2 Only 
(c) 1 and 3 Only
(d) 1, 2 and 3 

94. What is the purpose of setting up of Small Finance 
Banks (SFBs) in India?
1. To supply credit to small business units
2. To supply credit to small and marginal farmers
3. To encourage young entrepreneurs to set up 

business particularly in rural areas.
Select the correct answer 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

95. Which of the following statements is/are correct 
with regards to Regional Rural Banks? 
1. They were set up on the basis of the 

recommendations of the Narasimham Working 
Group (1975).

2. They combine the characteristics of a cooperative 
and commercial banks.

3. They are required to provide 50% of their 
adjusted NDTL (net demand and time liabilities) 
as priority sector lending.

Select 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

96. Consider the following statements with reference 
to Cooperative banks. 
1. Co-operative bank members are both customer 

and owner of the bank. 
2. All co-operative banks have been brought under 

the RBI supervision recently. 
Which of the above statements is/are correct? 
(a) 1 only
(b) 2 only 
(c) Both 1 and 2
(d) Neither 1 nor 2

97. Which of the following is/are the possible 
consequences of rising non-performing asset 
(NPA)? 
1. RBI can mandate banks to maintain higher 

provisioning norms. 
2. Banks may invoke SARFAESI Act 2002 and 

Insolvency and Bankruptcy Code 2016. 
Select the correct answer using the codes given 
below: 
(a) 1 Only
(b) 2 Only 
(c) Both 1 and 2
(d) Neither 1 nor 2

98. With reference to the steps taken by the 
government to curb ‘Non-Performing Assets 
(NPA)’, consider the following statements:
1. P.J. Nayak Committee had suggested the creation 

of a Public Sector Asset Rehabilitation Agency 
(PARA)

2. PARA would purchase loans from banks and 
adopt value maximizing strategies to solve them.

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 

99. With reference to the Capital Adequacy Norms, 
consider the following statements: 
1. The Capital to risk weighted asset ratio is a 

measurement of a bank’s available capital 
expressed as a percentage of a bank’s risk-
weighted credit exposures.

2. Prompt Corrective Action (PCA) framework is 
a tool used by the Ministry of Finance to check 
non-performing assets of foreign banks. 

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 
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100. With reference to the Basel accord, consider the 
following statements: 
1. The Basel Committee on Banking Supervision 

(BCBS) is the primary global standard-setter for 
the prudential regulation of banks. 

2. The central philosophy of Basel norms is 
that the capital withdrawal from banks by its 
shareholders will compel it to take less risks. 

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 

101. Which among the following is/are included in the 
calculation of high-powered money (M0)? 
1. Notes and coins held by the people 
2. Cash reserves of the commercial banks. 
3. Deposits held by the Government of India with 

RBI 
4. Deposits held by the commercial banks with RBI 
Select the correct answer using the code given below: 
(a) 1 and 3 only
(b) 2, 3 and 4 only
(c) 2 and 4 only
(d) 1, 2, 3 and 4

102. With reference to the concept of monetary 
aggregates, narrow money and broad money, 
consider the following statements: 
1. M1, M2, M3 and M4 are alternative measures of 

money supply published by RBI. 
2. M1 is most liquid and easiest for transactions 

whereas M4 is least liquid of all. 
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

103. With reference to financial inclusion, consider the 
following statements: 
1. Creation of basic banking accounts is considered 

necessary and sufficient for financial inclusion. 
2. Availing loans from a local moneylender at 

exorbitant interest rates is a form of financial 
inclusion. 

Select the correct answer using the code given below:
(a) 1 only
(b) 2 only
(c) Both 1 and 2
(d) Neither 1 nor 2

104. Which one of the following links all the ATMs in 
India?
(a) Indian banks’ Association
(b) National Securities Depository Limited
(c) National Payments Corporation of India
(d) Reserve Bank of India

105. Consider the following statements:
1. The Reserve Bank of India is the sole note issuing 

authority. 
2. The Government of India is the issuing authority 

of coins. 
3. Security Printing and Minting Corporation of 

India (SPMCIL) is a wholly owned company of 
the Reserve Bank of India) 

Which of the statements given above are correct?
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

106. If the central bank of a country is following a dear 
monetary policy, it shall necessarily result in
1. Depreciation in the value of the Rupee
2. Increase in economic growth of the country
3. Decrease in amount of equated monthly 

instalments (EMI)
Which of the above situation are incorrect with 
respect to dear monetary policy?
(a) 1 and 2 only
(b) 1 and 3 only
(c) 2 and 3 only
(d) 1, 2 and 3

107. Cash Reserve Ratio (CRR) is an important tool of 
RBI’s monetary policy. With respect to CRR which 
of the following statements is/are incorrect?
1. An increase in CRR will positively enhance the 

money multiplier effect.
2. Non Banking Financial Companies (NBFC’s) are 

not required to maintain CRR.
Select the correct answer using the code given below
(a) 1 only
(b) 2 only
(c) Both 1 and 2
(d) Neither 1 nor 2

108. Which of the following statements is/are correct 
with respect to Statutory Liquidity Ratio (SLR)?
1. Statutory Liquidity Ratio is an instrument of RBI 

to maintain a healthy reserve deposit ratio.
2. It is maintained as a fraction of their total 

demand and time deposits with RBI.
3. It is prescribed by the Banking Regulation Act, 

1949.
Select the correct answer using the code given below
(a) 1 only
(b) 1 and 3 only
(c) 2 only
(d) 1, 2 and 3

109. With respect to bank rate of RBI which of the 
following statements is/are correct?
1. It is a route through which RBI lends money to 

the general public.  
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2. An increase in bank rate means that RBI is 
following an expansionist monetary policy.  

3. Bank rate is the interest rate which RBI charges 
on its long-term lending.

Select the correct answer using the code given below
(a) 1 and 2 only  
(b) 2 and 3 only  
(c) 3 only  
(d) 1, 2 and 3

110. Which of the following is part of Liquidity 
Adjustment Facility used by Reserve Bank of 
India?  
(a) LIBOR  
(b) Bank Rate  
(c) Reverse Repo Rate  
(d) Marginal Standing Facility

111. With reference to the Domestic Systemically 
Important Banks (D-SIBs), consider the following 
statements:  
1. A bank is recognised as D-SIB by the Reserve 

Bank of India (RBI).  
2. D-SIB are required to maintain higher share of 

risk-weighted assets as tier-I equity.  
3. State Bank of India (SBI) is the only D-SIB in 

India.  
Which of the statements given above is/are correct?
(a) 1 only
(b) 1 and 2 only
(c) 2 and 3 only
(d) 1, 2 and 3

112. With reference to Small Finance Banks (SFBs), 
consider the following statements:
1. SFBs are required to lend at least 75% of the loans 

to the priority sectors as defined by the RBI.  
2. SFBs are bound by Statutory Liquidity Ratio and 

Cash Reserve Ratio rules.  
3. SFBs are covered by deposit insurance for 

account holders.  
Which of the statements given above is/are correct?  
(a) 1 only  
(b) 1 and 2 only  
(c) 2 and 3 only  
(d) 1, 2 and 3  

113. Consider the following statements:
1. Financial Stability Report is released by Ministry 

of Finance.  
2. Higher Capital Adequacy Ratio of a bank 

indicates that bank is at higher risk of insolvency.
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

114. With regard to Positive Pay Mechanism, consider 
the following statements:
1. It involves a process of reconfirming key details 

of large-value cheques.
2. It is developed by the Union Ministry of Finance.
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

115. With reference to Non-Banking Financial 
Company (NBFC), consider the following 
statements:  
1. They cannot accept demand deposits.  
2. They do not form part of the payment and 

settlement system.  
3. Nidhi Companies, a type of NBFC is regulated 

by the Ministry of corporate affairs.  
Which of the statements given above is/are correct?  
(a) 1 only
(b) 1 and 2 only  
(c) 2 and 3 only
(d) 1, 2 and 3

116. “Asset Reconstruction Company (ARC)” function 
under the supervision and control of which of the 
following institution/organisation in India?  
(a) Securities and Exchange Board of India  
(b) Department of Financial Services, Ministry of 

Finance  
(c) Reserve Bank of India  
(d) Niti Aayog  

117. In the context of National Strategy for Financial 
Education (NSFE), consider the following 
statements:
1. It has recommended a ‘5C’ approach for 

dissemination of financial education in the 
country.  

2. It was released by the Niti Aayog.
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

3.3. Inflation

118. Consider the following statements regarding the 
flexible inflation targeting (FIT) framework of 
Reserve Bank of India:  
1. The inflation target is set by the Government of 

India, in consultation with the Reserve Bank, 
once in every five years.  

2. RBI’s flexible inflation targeting places price 
stability, in terms of Consumer Price Index 
inflation, as the primary objective of the 
monetary policy.  
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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  

119. Consider the following statements regarding the 
Inflation Indexed Bonds (IIBs):  
1. The main objective of Inflation Indexed Bonds is 

to provide a hedge and to safeguard the investor 
against macroeconomic risks in an economy.  

2. Reserve Bank of India has discontinued issuance 
of Wholesale Price Index (WPI) based IIBs.  

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

120. Consider the following pairs in the context of 
inflation: 

Terms Meaning 
1.  Inflationary gap Real GDP exceeds 

Potential GDP 
2. Inflation Premium Difference in real and 

nominal interest rates 
3. Skewflation Sustained increase in 

prices of all goods  
(a) 1 and 2 only 
(b) 2 only 
(c) 3 only 
(d) 2 and 3 only 

121. The quickly escalating price of petrol and diesel 
in India have been in the news recently. Which of 
the following are the possible cause of this recent 
price rise? 
1. Hike in global crude oil prices. 
2. Removal of the decontrolled prices of aviation 

turbine fuel (ATF). 
3. Hike in central excise duties. 
Select the correct answer 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 

122. Which of the following impacts of high inflation 
can be seen in an economy? 
1. Creditors are the gainers 
2. Unemployment decreases in short-term 
3. Depreciation of currency 
Select the correct answer using the code given below: 
(a) 1 only
(b) 2 only 
(c) 2 and 3 only
(d) 1, 2 and 3

123. Cobweb Phenomenon, recently seen in news in 
relation to economy is associated to: 
(a) When a nation faces both current account deficit 

and budget deficit. 
(b) Price anomaly faced by farmers as a result of 

higher production. 
(c) Low inflation rate and unemployment in a 

growing economy. 
(d) Situation when a country has created large 

volumes of foreign currency reserves at the cost 
of a high current account deficit. 

124. Which of the following statements is correct in the 
context of the term ‘fisher effect’ in economics? 
(a) It refers to the impact of an increase in the price 

level over the corresponding rise in price levels 
in the current year. 

(b) it postulates that a free-market economy will 
automatically recover from recession and high 
unemployment. 

(c) It states that the future life expectancy of non-
perishable things like technology is proportional 
to current age. 

(d) It states that the real interest rate is equal to the 
nominal interest rate minus the rate of inflation.  

125. Consider the following statements:  
1. GDP deflator is a less comprehensive measure of 

inflation as compared to CPI and WPI.
2. Unlike WPI and CPI, monthly change in 

inflation cannot be tracked using GDP deflator.
3. The GDP deflator is the ratio of nominal and real 

GDP.
4. GDP deflator reflects the prices of all domestically 

produced goods and services in the economy.  
Which of the statements given above are correct?
(a)  1, 2 and 3 Only
(b) 1, 2 and 4 Only 
(c) 1, 3 and 4 Only
(d) 2, 3 and 4 Only 

126. With reference to Headline Inflation, which of the 
following statements is/are correct?  
1. It reflects the rate of change in prices of all goods 

except food and fuel over a period of time.  
2. Manufactured Products carry the maximum 

weightage in calculating WPI inflation.  
3. RBI uses Headline Consumer Price Index 

(Combined) Inflation as an anchor for its 
monetary policy and interest rate decisions. 

Select the correct answer using the code given below:
(a) 1 only 
(b) 1 and 2 only  
(c) 2 and 3 only  
(d) 1 and 3 only  

127. Which of the following is/are steps that the RBI 
can take to reduce inflation?
1. Increasing the Cash Reserve Ratio
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2. Check over hoarding and black-marketing of 
commodities

3. Increasing the Repo Rate
4. Buying government securities from banks
Select the correct answer using the code give below:
(a) 3 only
(b) 1, 2 and 3 only
(c) 1 and 3 only
(d) 1, 2, 3 and 4

128. Which of the following statements is/are correct 
with reference to inflation?
1. It refers to the rise in the prices of goods and 

services.
2. Inflation is considered bad for lender and good 

for borrower.
3. People on fixed salaries, fixed pensions etc will 

be positively impacted by the inflation.  
Select the correct answer using the code given below:
(a) 3 only
(b) 1 and 2 only
(c) 1 and 3 only
(d) 1, 2 and 3

129. Consider the following statements:
1. Reflation is enacted after a period of economic 

slowdown or contraction to stimulate spending 
and curb the effects of deflation.

2. Disinflation is a decrease in the general price 
levels of goods and services.

3. Deflation means that there is still rise in prices 
but overall rate is slow.

4. Skewflation means that some sectors are facing 
inflation while other sectors of economy do not. 

Which of the statements given above is/are incorrect?  
(a) 1 only
(b) 2 and 3 only
(c) 1 and 4 only 
(d) 1, 2 and 3 only

130. Which of the following statements with reference 
to Stagflation is/are correct?  
1. It is said to happen when an economy faces 

stagnant growth as well as persistently low 
inflation.  

2. Increase in income tax and corporate tax rates 
can help deal with stagflation.  

Select the correct answer using the codes given 
below:  
(a) 1 only
(b) 2 only
(c) Both 1 and 2
(d) Neither 1 nor 2

131. With reference to the concept of business cycle, 
consider the following statements:
1. It is a microeconomic concept that explains the 

growth dynamics of individual companies.

2. Inflation is at a comparatively high level in 
depression stage.

3. Boom stage may be characterized as a mismatch 
between demand and supply.

Which of the given statements is/are incorrect?
(a) 2 only 
(b) 1 and 2 only 
(c) 1 and 3 only
(d) 1, 2 and 3

132. Consider the following statements with reference 
to the Phillips Curve:
1. It provides relationship between inflation and 

unemployment.
2. According to it, Inflation and Unemployment 

are directly proportional.
3. Stagflation, usually does not reflects the Phillips 

Curve.
Which of the statements given above is/are correct?
(a) 1 only 
(b) 2 and 3 only
(c) 1 and 3 only 
(d) 1, 2 and 3

133. Consider the following statements regarding 
Demand-pull Inflation:
1. It can result from an increase in purchasing 

power of consumers over the same level of 
production.

2. Deficit financing of the government’s expenditure 
can lead to demand-pull inflation.  

3. Interest rate cuts by the Central Bank can help in 
tackling this type of inflation.

Which of the statements given above is/are correct?  
(a) 1 and 3 only  
(b) 1 and 2 only  
(c) 2 and 3 only
(d) 1, 2 and 3

134. Consider the following statements: 
1. Stagflation refers to an economy that is 

experiencing a simultaneous decrease in 
inflation and stagnation of economic output. 

2. Depression is defined as a severe and prolonged 
recession.  

3. Both GDP and GNP shows negative growth 
during depression.  

Which of the statements given above are correct?  
(a) 1 and 2 only
(b) 1 and 3 only
(c) 2 and 3 only
(d) 1, 2 and 3

135. In an imaginary scenario, inflation in India is 
rising with multiple items of food seeing rise 
in prices. This scenario has followed a rise in 
international prices of crude oil. However, there 
has been a glut in the international commodities 
markets since the few previous months.
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Which of the following measures on the part of 
government can help in checking inflationary 
pressures on food items in short as well as in the 
long term?
1. Increases in excise duty on petrol and diesel in 

the country.
2. Import of perishables like onions and tomatoes 

from International markets.
3. Rationalizing minimum support price policy 

to encourage farmers to enhance production of 
crops which are in short supply like pulses in the 
future.

Select the correct answer 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

136. Which of the following can be considered as the 
short-term effects of inflation?
1. Increase in Employment
2. Positive impact on self-employed people
3. Increase in Saving rate
Select the correct answer using the code given below:
(a) 1 and 3 only
(b) 2 only
(c) 2 and 3 only
(d) All of the above

137. Which of the following can be considered as 
symptoms of ‘depression’ in the economy?
1. The employment avenues start to shrink forcing 

the unemployment rate to grow fast.  
2. An extremely low aggregate demand in the 

economy causes activities to decelerate.
Select the correct answer using the code given below:
(a) 1 only
(b) 2 only 
(c) Both 1 and 2
(d) Neither 1 nor 2

138. Consider the following statements:
1. If the GDP of a country drops by at least 10 per 

cent, then this is called a recession.
2. Recession can be both Cyclical as well as 

Structural.
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

139. It is the scenario where inflation rate decelerates 
resulting in the growth of prices at a slower rate.
Identify the term from given statement?
(a) Deflation  
(b) Disinflation  
(c) Stagflation  
(d) Reflation  

140. With reference to the Indian economy, which of the 
following factors can cause cost-push inflation?
1. Taxes on petroleum products  
2. Increase in price of steel  
3. Higher minimum wages  
4. Hikes in telecom charges  
Select the correct answer using the code given below:  
(a) 1 and 2 only  
(b) 1, 3 and 4 only  
(c) 2, 3 and 4 only  
(d) 1, 2, 3 and 4  

141. Consider the following statements:
1. Core inflation is the rise in price of volatile 

components like food and fuel.
2. Core inflation is also known as ‘headline 

inflation’.
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 

142. Consider the following statements with reference 
to Consumer Price Index-Industrial Workers 
(CPI-IW): 
1. It is released by the Central Statistics Office 

(CSO).  
2. Recently, the base year of CPI-IW has been 

revised from 2001 to 2016. 
3. The weight of food and beverage in the index has 

been increased recently. 
Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 2 and 3 only  
(c) 2 only 
(d) 1, 2 and 3 

3.4. Money Market and Capital Market

143. With reference to Sovereign Wealth Funds (SWFs), 
which of the following statements is/are correct?  
1. It is a state-owned investment fund.  
2. China’s Investment Cooperation fund is the 

largest of any sovereign wealth fund in the world.  
3. India doesn’t have a SWF for making investments 

outside India.
Select the correct answer using the code given below:  
(a) 1 and 3 only
(b) 2 and 3 only  
(c) 1 and 2 only
(d) 1, 2 and 3  

144. With respect to Elephant Bond, consider the 
following statement:  
1. It’s a 5-year sovereign bond.  
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2. The fund will be utilised for infrastructure 
projects only.  

3. It was issued on the recommendation of Surjit 
Bhalla committee.  

Which of the above statement is/are correct?  
(a) 3 Only  
(b) 1 and 3 only  
(c) 2 and 3 only  
(d) 1, 2 and 3 

145. Which one of the following statements best 
describe ‘investment’?  
(a) It is defined as the accumulation of money for 

future use   
(b) It is a mechanism used for generating future 

income without any risk.  
(c) It is the act of leveraging money for a potential 

future gain and it entails some risk  
(d) It is anattempt to capitalize on market 

inefficiencies for short-term profit.   

146. With respect to net interest margin of a financial 
institution which of the following statement is 
incorrect? 
(a) It is a measurement comparing the net interest 

income with the outgoing interest of a financial 
institution. 

(b) If demand for savings account increases 
compared to loans, then net interest margin may 
decrease. 

(c) Monetary policy has no affect on the net interest 
margins of a financial institution. 

(d) It acts as an indicator to investors while investing 
in a financial services firm. 

147. With reference to Indian economy, which of the 
statements given below regarding bond yield is 
correct? 
(a) Bond yield is the return the government gets on 

the bond issued by it. 
(b) Bond yield is not affected by the monetary policy 

of the Central Bank. 
(c) A rise in interest rates cause bond yields to rise. 
(d) If the bond yield goes up, it results in capital 

nflows into equities. 

148. Which of the following statements is/are correct 
regarding the Over the Counter Exchange of India 
(OTCEI)? 
1. Large firms are not allowed to be listed on 

OTCEI. 
2. Stocks listed on the OTCEI cannot be listed on 

other exchanges. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only  
(c) Both 1 and 2 
(d) Neither 1 nor 2 

149. Consider the following pairs: 

Term Description 
1. Certificate of 

deposit 
A negotiable money 
market instrument issued 
against funds deposited 
for specified term in a 
financial institution 

2. Commercial bill An unsecured promissory 
note issued by a corporate 
for short term loans. 

3. Commercial 
paper 

Written acknowledgement 
of debt to pay a specified 
sum of money to a 
particular person. 

Which of the pairs given above is/are correctly 
matched? 
(a) 1 only
(b) 1 and 2 only 
(c) 2 and 3 only
(d) 1, 2 and 3 

150. Consider the following statement with reference 
to Exhange Traded Funds (ETFs): 
1. It is a basket of securities that trade on an 

exchange just like stocks. 
2. Like mutual funds, they only trade once a day 

after the market closes. 
3. An ETF have upper limit of twenty units in the 

basket of securities. 
Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only
(d) 1, 2 and 3 

151. Which of the following statements regarding 
Alternative Investment Funds (AIF) in India, is/ 
are correct? 
1. They are regulated by both Securities and 

Exchange Board of India and Reserve Bank of 
India. 

2. UbharteSitaare fund a kind of AIF launched by 
Ministry of Finance. 

Select the correct answer using the code given below: 
(a) 1 only
(b) 2 only 
(c) Both 1 and 2
(d) Neither 1 nor 2 

152. With reference to the Call Money Market, which of 
the statements given below is/are correct? 
1. Payments Banks are eligible to participate in 

the Call money market both as borrowers and 
lenders. 

2. Higher call rate indicates liquidity stress in the 
economy. 



Workbook 62

INDIAN ECONOMY

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

153. Which one of following is incorrect regarding 
Voluntary Retention Route (VRR)? 
(a) It is introduced to encourage Foreign Portfolio 

Investors (FPIs) to undertake long-term 
investments in Indian debt markets.  

(b) The amount that may be invested via the Route 
shall be decided by the Reserve Bank from time 
to time. 

(c) The minimum retention period shall be 10 years, 
or as decided by SEBI for each auction. 

(d) Any entity registered as an FPI with Securities 
and Exchange Board of India is eligible to 
participate through this route. 

154. It is a derivative instrument used by foreign 
companies to raise money in India. They are 
issued by domestic depository in India and are 
denominated in Indian Rupees. Just like equity 
share, they provide ownership in the company.  
The above paragraph best describes which of the 
following financial instruments? 
(a) Global Depository Receipts 
(b) Participatory Notes 
(c) Indian Depository Receipts 
(d) Convertible Debentures 

155. Consider the following statements with respect to 
the municipal bonds: 
1. It is an instrument that allows investors to 

purchase equity in local government projects. 
2. They must have a rating above the investment-

grade for the public issue. 
3. These bonds cannot be traded in the secondary 

market which makes them less attractive. 
Which of the statements give above is/are correct? 
(a) 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

156. With reference to the Foreign Currency 
Convertible Bonds, consider the following 
statements: 
1. It is a type of convertible bond that can only be 

issued with a call option. 
2. They allow the issuer or bondholder the option 

to convert the bonds into shares mid-way during 
its term. 

3. The conversion of bond to shares can only take at 
a pre-agreed price. 

Which of the statements given above are correct? 
(a) 1 and 2 only
(b) 2 and 3 only 

(c) 1 and 3 only
(d) 1, 2 and 3 

157. Which one of the following best describes the 
purpose of a ‘Credit Default Swap’?  
(a) Mitigation of risk associated with a fixed or a 

floating interest rate regime.
(b) Mitigation of risk associated with volatility in 

currency markets.  
(c) Securing a price hedge against variations in 

commodity prices.  
(d) Insurance against possible non-repayment of 

principal/interest 

158. Consider the following statements with reference 
to the bilateral netting: 
1. It enables two counterparties with several claims 

against each other to determine a single net 
payment obligation. 

2. At present, Indian laws do not permit bilateral 
netting between two counterparties. 

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 

159. Which of the following statements with reference 
to Secured Overnight Financing Rate is incorrect? 
(a) It is benchmark interest rate for dollar 

denominated derivatives. 
(b) It is expected to replace the London interbank 

offered rate (LIBOR) 
(c) It is a collateral free window for banks to borrow 

from RBI in emergency situation. 
(d) It is based on data from observable transactions 

rather than on estimated borrowing rates. 

160. It refers to the process of offering shares of a private 
corporation to the public in a new stock issuance 
which provide companies with an opportunity 
to obtain capital by offering shares through the 
primary market. The process mentioned here is  
(a) Sweat Share 
(b) Scrip Share 
(c) Offer for Sale (OFS) 
(d) Initial Public Offer (IPO) 

161. In the context of Indian financial markets, 
consider the following statements about ‘Rights 
Issue’: 
1. Under this mechanism, companies can raise 

additional capital from new shareholders. 
2. While issuing rights companies offer shares at a 

discount on market price. 
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
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162. Consider the following statements with reference 
to the International Financial Services Centres 
Authority (IFSCA): 
1. It is a statutory body for the regulation of all 

international financial services centres (IFSCs) 
in India.  

2. All members of the authority are appointed by 
the Central government. 

3. All the banking and financial institutions within 
IFSCs are regulated by the IFSCA. 

Which of the statements given above is/are correct? 
(a) 1 only
(b) 1 and 3 only 
(c) 2 and 3 only
(d) 1, 2 and 3

163. Consider the following statements:
1. An investment can refer to any mechanism used 

for generating future income, including bonds, 
stocks, real estate property or a business.  

2. Unlike investment, transfer payments result 
into an exchange of goods or services for profit 
generation.  

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 

164. Which of the following statement describes a 
‘Vulture fund’?  
(a) An investment fund that seeks out and buys 

securities in distressed investments.
(b) A financial partnership that uses pooled funds to 

invest in startups with consistently high growth. 
(c) Pooled funds that manage the money of investors 

for Green and ecologically sustainable projects.  
(d) A species conservation fund launched by the 

MoEFCC recently.

165. With reference to Certificate of Deposits (CDs), 
which of the statements given below is incorrect?  
(a) They are issued by banks, generally for a period 

of less than one year.  
(b) They are not tradable in money market.  
(c) Financial Institutions can issue CDs for a 

maturity period above 1 year and upto 3 years.  
(d) Minimum amount of a Certificate of Deposit 

should be Rs.1 lakh.  

166. Consider the following statements regarding 
Commercial Paper instrument:  
1. It is an unsecured money market instrument 

issued in the form of a promissory note.  
2. It is issued by Corporates, primary dealers and 

the All-India Financial Institutions.  
3. All eligible participants shall obtain the credit 

rating for issuance of Commercial Papers.  
Which of the statements given above are correct?  

(a) 1 and 2 only
(b) 2 and 3 only  
(c) 1 and 3 only
(d) 1, 2 and 3

167. With reference to the call money market, which of 
the statements given below is/are correct?
1. The scheduled commercial banks act as both the 

borrowers and lenders in the money market.
2. A tight liquidity condition leads to a fall in the 

call money rate.
Select the correct answer using the code given below:
(a) 1 only
(b) 2 only
(c) Both 1 and 2
(d) Neither 1 nor 2

168. In the context of mutual funds, consider the 
following statements:  
1. They are regulated by both Reserve Bank of India 

and Securities and Exchange Board of India)  
2. In closed-ended schemes the units are not 

allowed to be traded on the stock exchange.  
3. In open-ended scheme, the Net Asset Value 

(NAV) is fixed permanently to safeguard the 
investment.  

Which of the statements given above is/are correct?  
(a) 1 only
(b) 1 and 2 only
(c) 2 and 3 only
(d) 1 and 3 only

169. With reference to an Initial Public Offering (IPO), 
consider the following statements:
1. It can be issued only by newly set up companies 

and not old companies.
2. A company offering its shares to the public is not 

obliged to repay the capital to public investors.
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

170. Consider the following:
1. Restrictions on foreign investments
2. Provide customised tools to manage risk
Which of the factors given above can be the reasons 
for emergence of Participatory Notes as popular 
investment route in India?
(a) 1 only
(b) 2 only
(c) Both 1 and 2
(d) Neither 1 nor 2

171. Consider the following statements regarding 
Exchange Traded Funds (ETFs):
1. ETFs are traded on the stock exchange on a daily 

basis.
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2. There are no underlying assets involved in these 
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 

172. With reference to venture capital funding, which 
of the statements given below is incorrect?  
(a) It is a private equity capital which lends capital 

to entrepreneurs.  
(b) It is generally invested for long-term duration.  
(c) It is a high risk, high gain investment.  
(d) Venture capitalists do not get power to influence 

decisions of the companies.

173. Consider the following statements regarding 
Angel Investors in the financial market:  
1. Start-ups registered with the Department for 

Promotion of Industry and Internal Trade 
(DPIIT) are exempted from paying Angel Tax.  

2. Start-ups that invest in shares and securities are 
not eligible for Angle Tax exemption.  

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 

174. Which of the following statements best describe 
the term ‘Green shoe Option’?
(a) The amount actually paid by the shareholders or 

have been committed by them for contribution.
(b) Provision under which a company issuing 

shares for the first time is allowed to sell some 
additional shares to the public.

(c) Difference between the buying and selling prices 
of a share.

(d) Transactions of stocks which take place outside 
the stock exchanges.

175. With reference to the Call Money Market in India, 
consider the following statements:
1. Call money market facilitates borrowing and 

lending of funds on overnight basis.
2. Regional rural banks (RRBs) can participate in 

call money market. 
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

176. Consider the following statements regarding 
Security Markets:  
1. In Primary Security market, the securities are 

issued by companies for the first time.  
2. In Secondary Security market, securities are sold 

and purchased among investors and traders.  

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

177. Consider the following statements:  
1. A mutual fund is a company that pools money 

from many investors and invests the money in 
securities and other instruments.  

2. Hedge funds tries to hedge risks to investor’s 
capital against market volatility by employing 
alternative investment approaches.  

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

178. With reference to Securities and Exchange Board 
of India (SEBI), which of the following statements 
is/are incorrect?  
1. It was established in 1992 by an executive 

resolution of the Government of India.  
2. It registers and regulates credit rating agencies.  
3. It can undertake inspection, conduct inquiries 

and audits of the stock exchanges.  
4. The Board shall have the same powers as are 

vested in a civil court, while trying a suit.  
Select the correct answer using the code given below:  
(a) 1 only
(b) 2 and 3 only
(c) 1, 2 and 3 only
(d) 1, 2 and 4 only

179. Consider the following statements:
1. A high share of revenue deficit indicates higher 

investment in the economy.
2. Primary Deficit focuses on the present fiscal 

imbalances only.
3. Fiscal Deficit increases during recession.
Which of the statements given above is/are correct?
(a) 2 only
(b) 1 and 3 only
(c) 2 and 3 only
(d) 1, 2 and 3

180. With reference to commodity exchanges in India, 
consider the following statements:  
1. They are regulated by the Forward Markets 

Commission under the Ministry of Finance.  
2. National Commodity and Derivatives Exchange 

Limited (NCDEX) primarily deals with 
agricultural commodities.  

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
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181. Consider the following statements regarding the 
ways of raising capital in the Primary Market:  
1. Public issue is open for all Indian citizens.  
2. Private placement raises capital from the existing 

shareholders of a company.  
3. Rights issue raises capital from select Financial 

Institutions and individuals.  
Which of the statements given above is/are incorrect?  
(a) 3 only
(b) 2 and 3 only  
(c) 1 and 2 only
(d) 1, 2 and 3

182. Consider the following statements:  
1. Equity financing allows a company to acquire 

funds without incurring debt.  
2. Debt instruments provide capital to an entity 

that promises to repay the capital over time.  
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

183. They are exchange-traded contracts to sell or buy 
financial instruments or physical commodities 
for a future delivery at an agreed price. There is 
an agreement to buy or sell a specified quantity of 
financial instrument commodity in a designated 
future month at a price agreed upon by the buyer 
and seller. They are 
(a) Swaps
(b) Futures  
(c) Forward Contracts
(d) Options  

184. Consider the following statements in the context 
of Indian Depository Receipts (IDR):
1. An IDR allows Indian companies to raise funds 

from the Foreign securities Markets.
2. IDRs are regulated by the Securities and 

Exchange Board of India (SEBI).
3. The IDRs are required to be listed on at least one 

stock exchange in India.
Which of the statements given above is/are correct?
(a)  1 and 2 only 
(b) 2 only
(c) 2 and 3 only
(d) 1, 2 and 3

185. Consider the following statements:  
1. Real Estate Investment Trust (REITs) provides 

a way for investors to channelize their funds 
into operating, owning and financing real estate 
projects.  

2. The Union Budget for 2021-22 proposed 
permitting foreign portfolio investors an 
entry into debt financing of REITs (Real Estate 
Investment Trusts) and InvITs (Infrastructure 
Investment Trusts).  

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 

186. Consider the following statements:
1. Corporatisation and Demutualization means 

the separation of ownership, management and 
trading rights in the stock exchanges.

2. Corporatisation and Demutualisation of Stock 
Exchanges reduces conflicts of interest, and 
creates greater management accountability.

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

187. With reference to ‘Angel Investors’, consider the 
following statements:
1. Angel investors provide financial backing to 

entrepreneurs for starting their business.
2. Investment from entrepreneur’s family and 

friends cannot be termed as angel investments.
3. They are regulated by SEBI (Securities and 

Exchange board of India).
Which of the statements given above is/are correct?
(a) 1 only
(b) 2 and 3 only
(c) 1 and 2 only
(d) 1 and 3 only

188. With reference to Masala bonds, which of the 
following statements is/are incorrect?
1. It gives Indian borrowers a choice for external 

commercial borrowings.
2. Foreign investors bear the currency risk.
3. International Finance Corporation issued a 50-

year Masala Bond in London Stock Exchange.
Select the correct answer using the code given below:
(a) 1 only
(b) 3 only
(c) 1 and 2 only
(d) 2 and 3 only

189. With reference to Exchange Traded Funds, 
consider the following statements:  
1. They are listed and traded on stock exchanges 

like shares.  
2. Gold Exchange Traded Funds (ETFs) are not 

backed by physical holdings of gold.  
3. CPSE Exchange Traded Fund (ETF) invests in 

state-owned companies that are a part of the 
Nifty CPSE index. 

Which of the statements given above are correct?  
(a) 1 and 2 only
(b) 2 and 3 only  
(c) 1 and 3 only 
(d) 1, 2 and 3
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190. Consider the following statements:  
1. Angel investors are individuals who invest in 

start-up businesses usually in the early stages.  
2. Angel Funds are a type of Alternative Investment 

Fund (AIF) and are regulated by RBI.  
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

191. With reference to money markets, consider the 
following statements:
1. Maturity period of Call money is one day only.
2. Treasury bill is the example of long-term 

borrowing.
3. Call rate is the interest paid on the call money 

loans.
Which of the statements given above is/are correct?
(a) 1 only
(b) 3 only
(c) 1 and 2 only
(d) 2 and 3 only

192. Consider the following statements regarding 
financial markets in India:
1. Short term financial market is known as Capital 

Market, while the long-term financial market is 
known as Money Market.

2. Short term financial market fulfils requirements 
of funds for a period maximumupto 90 days.

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

193. Consider the following statements:  
1. Initial Public Offering (IPO) is the selling of 

securities to the public for the first time in the 
secondary market.

2. Rights issues is a mechanism by which 
companies can raise additional capital from 
existing shareholders.

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  

194. With reference to Infrastructure Investment Trust 
(InvITs), consider the following statements:  
1. InvITs enable access to long-term funds for 

infrastructure creation.  
2. InvITs are regulated by the Securities and 

Exchange Board of India (SEBI).  
3. Retail investors are not allowed to invest in 

InvITs due to the risks involved.  
Which of the statements given above is/are correct?  
(a) 1 and 2 only
(b) 1 and 3 only  
(c) 2 only
(d) 1, 2 and 3  

195. Consider the following statements regarding the 
money market in India:  
1. It helps in meeting the day-to-day capital 

requirements of enterprises.  
2. It does not include local money lenders.  
3. The discount rate depends on the availability of 

cash in the market.
4. No financial asset is traded in the money market.  
Which of the statements given above are correct?  
(a) 1, 2 and 3 only
(b) 2 and 4 only
(c) 1 and 3 only
(d)  1, 2, 3 and 4 
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SOLUTIONS

3.1 Previous Years Questions

1. Solution: (a)
Exp) Option a is correct.
Bank rate or discount rate is the rate of interest which 
a central bank charges on the loans and advances to a 
commercial bank.
A decrease in bank rate means that banks will have to pay 
less rate of interest which will make borrowing cheaper 
and thus banks have the flexibility to disburse loans at 
lower rates. This leads to increased borrowing by public 
and thus, more liquidity in the market. 

2. Solution: (d) 
Exp) Option a is correct.
(i) As Banker to Banks, the Reserve Bank focuses on: 
(ii) Enabling smooth, swift and seamless clearing and 

settlement of inter-bank obligations. 
(iii) Providing an efficient means of funds transfer for 

banks. 
(iv) Enabling banks to maintain their accounts with the 

Reserve Bank for statutory reserve requirements and 
maintenance of transaction balances. 

(v) Acting as a lender of last resort. 

3. Solution: (c) 
Exp) Option a is correct.
Statement 1 is correct. Purchasing of government 
securities from public by central bank will give more 
money in hand of public which will increase the supply 
hence flow of money in economy. 
Statement 2 is incorrect. Depositing money in bank by 
public will lock that amount of money with bank and 
public will left with less money with hence decreasing the 
Supply of money. 
Statement 3 is correct and statement 4 is incorrect. 
Borrowing by government from central bank will lead 
to more spending of government i.e. more development 
activities, new welfare schemes etc. hence it will increase 
the supply of money in economy. 

4. Solution: (d) 
Exp) Option d is correct 
Bank rate or discount rate is the rate of interest which 
a central bank charges on the loans and advances to a 
commercial bank. An increase in bank rate means that 
banks will have to pay higher rate of interest which will 
make borrowing costlier and thus banks need to raise to 
their lending rates to accommodate the increase in the 
bank rate. 

5. Solution: (d)
Exp) Option d is correct 
Option d is correct. The correct order of decreasing order 
of liquidity is: 
Currency > Demand deposits with the banks > Savings 
deposits with the banks > Time deposits with the banks. 

6. Solution: (c) 
Exp) Option c is correct 
Any of the purchases and sales of government securities 
by the RBI for the purpose of regulating the money supply 
and credit conditions on a continuous basis is referred to 
as ‘Open Market Operation’. This affects the money supply 
and the interest rates. 

7. Solution: (a) 
Exp) Option a is correct 
Marginal standing facility (MSF) is a window for banks to 
borrow from the Reserve Bank of India in an emergency 
situation when inter-bank liquidity dries up completely. 
The MSF rate is pegged 100 basis points or a percentage 
point above the repo rate. Under MSF, banks can borrow 
funds up to one percentage of their net demand and time 
liabilities (NDTL). 

8. Solution: (a)
Exp) Option a is correct 
The Statutory Reserve Requirement (SRR) is an 
instrument used by the central bank to manage liquidity 
in the banking system. Cash Reserve Ratio (CRR) and 
SLR (Statutory Liquid Ratio) are Statutory Reserve 
Requirements of the RBI. 
Under these, the banks keep a mandated amount of 
their NDTL with the RBI. Thus affecting the amount of 
advances the make. 

9. Solution: (c) 
Exp) Option c is correct 
If interest rate is decreased, borrowing from bank becomes 
cheaper. This increases money supply in the economy and 
encourages investment expenditure. 

10. Solution: (c) 
Exp) Option c is correct 
Statutory Liquidity Ratio or SLR is the minimum 
percentage of deposits that a commercial bank has 
to maintain in the form of liquid cash, gold or other 
securities. If SLR is reduced, the lending capacity of banks 
increases as they have to park lesser money with RBI in 
form of securities, cash etc. So, they have more money to 
lend and thus the scheduled commercial banks may cut 
their lending rates. 
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11. Solution: (c)
Exp) Option c is correct 
Monetary policy consists of the management of 
money supply and interest rates, aimed at meeting 
macroeconomic objectives such as controlling inflation, 
consumption, growth, and liquidity. 
Major components of monetary policy is adopted by RBI 
are: 
• Open Market Operations 
• Cash Reserve Ratio 
• Credit Ceiling 
• Credit Authorization Scheme 
• Moral Suasion 
• Repo Rate and Reverse Repo Rate 

12. Solution: (b) 
Exp) Option b is correct 
Statement 1 is incorrect. Bitcoin is a decentralized digital 
currency, without a central bank. It was founded in 2008. 
Statement 2 is correct. They can be sent from one bitcoin 
address to another without verifying the real identity of 
the sender or receiver. 
Statement 3 is correct. Bitcoins are created as a reward for 
a process known as mining. They can be exchanged for 
other currencies, products, and services. Online payments 
can be sent without either side knowing the identity of 
the other. 

13. Solution: (a) 
Exp) Option a is correct 
Statement 1 is correct. The Monetary Policy Committee 
is a statutory and institutionalized framework under the 
Reserve Bank of India Act, 1934, for maintaining price 
stability, while keeping in mind the objective of growth. 
Statements 2 and 3 are correct. The Governor of RBI is 
ex-officio Chairman of the committee. The committee 
comprises six members (including the Chairman) - three 
officials of the RBI and three external members nominated 
by the Government of India. 

14. Solution: (b) 
Exp) Option b is correct 
‘Legal tender’ is the money that is recognised by the law of 
the land, as valid for payment of debt. It must be accepted 
for discharge of debt. The RBI Act of 1934, which gives the 
central bank the sole right to issue bank notes, states that 
“Every bank note shall be legal tender at any place in India 
in payment for the amount expressed therein”. 

15. Solution: (d)
Exp) Option d is correct 
 Expansionary monetary policy usually leads to increase 
in money supply in the economy. RBI lowers interest rate, 
thus increasing aggregate demand. 
If domestic interest rates fall relative to elsewhere, it 

becomes less attractive to save money in domestic banks. 
Therefore, it will lead to flight of foreign capital from India 
and therefore, weakening the Indian Rupee further. Other 
measures listed above are likely to strengthen the Indian 
rupee. 

16. Solution: (b) 
Exp) Option b is correct 
Statement 2 is correct and statements 1 and 3 are incorrect. 
Typically, RBI adopts expansionary monetary to stimulate 
the economy. Thus, it increases the money supply, lowers 
interest rates, and increases demand. 
RBI would decrease, not increase the Marginal Standing 
Facility Rate if it following an expansionist monetary 
policy. 

17. Solution: (a)
Exp) Option a is correct 
Statement 1 is correct. Teaser loans are those which charge 
comparatively lower rates of interest in the first few years 
after which the rates are increased. Some borrowers 
may find it difficult to service the loans once the normal 
interest rate, which is higher than the rate applicable in 
the initial years, becomes effective. This may expose banks 
to the risk of defaults. 
Statement 2 is incorrect. In India teaser loan is provided 
to the home buyers, not for setting up manufacturing or 
export units. 

18. Solution: (d) 
Exp) Option d is correct.
Credit facilities, Savings facilities, Insurance facilities 
and Fund Transfer facilities are rendered under micro-
finance. Microfinance, also called microcredit is a type of 
banking service provided to unemployed or low-income 
individuals or groups who otherwise would have no other 
access to financial services. The goal of microfinance is to 
ultimately give impoverished people an opportunity to 
become self-sufficient. 

19. Solution: (c )
Exp) Option c is correct 
The Lead Bank Scheme is a scheme which aims at 
providing adequate banking and credit in rural areas 
through an ‘service area approach’, with one bank assigned 
for one area. It was introduced in 1969 in view of this aim. 

20. Solution: (d) 
Exp) Option d is correct 
Export Credit, Education, Housing, Social Infrastructure, 
Agriculture, Micro, Small and Medium Enterprises and 
weaker sections constitute the Priority Sector Lending 
by banks in India. These are the sectors of economy 
which may not have easy access to credit if not for special 
mechanism of Priority Sector Lending. 

21. Solution: (c)
Exp) Option c is correct 



Workbook69

INDIAN ECONOMY

Statements 1 and 3 are correct. Regional Rural Banks 
and Land Development Banks are grant direct credit 
assistance to rural households 
Statement 2 is incorrect. NABARD is a refinancing 
agency for those institutions that provide investment 
and production credit for promoting the several 
developmental programs for rural development. It does 
not provide direct credit assistance. 

22. Solution: (c)
Exp) Option c is correct 
Business Correspondents (Bank Saathi) are representatives 
of banks who help villagers in opening bank accounts and 
conducting bank transactions (deposits and withdrawals). 
They can also attend to collection of small value deposit, 
disbursal of small value credit, recovery of principal / 
collection of interest etc. 

23. Solution: (d)
Exp) Option d is correct 
The Reserve Bank of India (RBI) regulates commercial 
banks in matters regarding all of the above.

24. Solution: (b)
Exp) Option b is correct 
Basel III is a set of international banking regulations 
developed by the Bank for International Settlements to 
promote stability in the international financial system. 
The Basel III regulations are designed to reduce damage 
to the economy by banks that take on excess risk. 

25. Solution: (b) 
Exp) Option b is correct 
Statement 1 is correct. Mobile telephone companies and 
supermarket chains that are owned and controlled by 
residents are eligible to be promoters of Payment Banks. 
Statement 2 is incorrect. Payment Banks can issue debit 
cards but not issue Credit card. Payments banks can issue 
ATM cards or debit cards and provide online or mobile 
banking. 
Statement 3 is correct. Both current account and savings 
accounts can be operated by such banks. It cannot 
undertake lending activities. 

26. Solution: (a)
Exp) Option a is correct 
Statement 1 is correct. The weightage of food in Consumer 
Price Index (CPI) is higher than that in Wholesale Price 
Index (WPI). 
Statement 2 is correct. The WPI does not capture changes 
in the prices of services, which CPI does 
Statement 3 is incorrect. Based on the suggestions of the 
Urjit Patel committee, in 2014, RBI abandoned WPI and 
adopted CPI as the key measure of inflation. 

27. Solution: (a)
Exp) Option a is correct 

Core Banking Solution (CBS) is networking of branches, 
which enables Customers to operate their accounts, and 
avail banking services from any branch of the Bank on 
CBS network, regardless of where he maintains his ac-
count. CBS is that all CBS branches are inter-connected 
with each other.

28. Solution: (a)
Exp) Option a is correct 
The purposes of setting up SFBs: 
(i) It helps in the supply of credit to small business units. 
(ii) small & marginal farmers. 
(iii) micro & small industries. 
(iv) other unorganized sectors. 
(v) to provide an institutional mechanism for promoting 

savings among the rural & semi-urban sections of 
society.

29. Solution: (a)
Exp) Option a is correct 
Statement 1 is correct and statement 2 is incorrect. 
Capital Adequacy Ratio (CAR) is decided by central 
banks and bank regulators to prevent commercial banks 
from taking excess leverage and becoming insolvent in the 
process. The Basel III norms stipulated a capital to risk 
weighted assets of 8%. However, as per RBI norms, Indian 
scheduled commercial banks are required to maintain a 
CAR of 9%. 

30. Solution: (c)
Exp) Option c is correct. 
Merchant Discount Rate (MDR) is a fee charged from 
a merchant by a bank for accepting payments from 
customers through credit and debit cards.

31. Solution: (a)
Exp) Option a is correct 
 The government, in 2016, approved the constitution 
of the Banks Board Bureau (BBB) as a body of eminent 
professionals and officials to make recommendations 
for appointment of whole-time directors as well as non-
executive chairpersons of Public Sector Banks (PSBs) 
and state-owned financial institutions. The Ministry of 
Finance takes the final decision on the appointments in 
consultation with the Prime Minister’s Office. 

32. Solution: (b)
Exp) Option b is correct 
The Lead Bank Scheme introduced in 1969, aims at 
providing adequate banking and credit in rural areas 
through a ‘service area approach’, with one bank assigned 
for one area. 

33. Solution: (b)
Exp) Option b is correct 
Deposits (demand and time) are a liability on a commercial 
bank, since it must be returned to the depositors. 
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34. Solution: (d)
Exp) Option d is correct 
Money supply refers to “total stock of money available 
for use in the economy”. Demand Deposits are a basic 
component of the money supply, thus any withdrawal 
from such a deposit would leave the money supply in the 
economy unchanged. 

35. Solution: (b)
Exp) Option b is correct 
Statement 1 is incorrect. A DCCB is a co-operative bank 
operating at the district level in various parts of India to 
provide banking to the rural hinterland for the agricultural 
sector with the branches primarily established in rural 
and semi-urban area. 
Statement 2 is correct. Schedule Commercial Banks 
(SCBs) deliver the highest amount of credit to agriculture 
sector. 

36. Solution: (c)
Exp) Option c is correct 
Option c is correct: The base effect relates to inflation 
in the corresponding period of the previous year, if the 
inflation rate was too low in the corresponding period of 
the previous year, even a smaller rise in the Price Index 
will arithmetically give a high rate of inflation now. 

37. Solution: (a)
Exp) Option a is correct 
Statement 1 is correct and statement 2 is incorrect. 
When there is increase in inflation, the real value of 
money decreases. Thus, the value of each single currency 
is less than when it was borrowed. This benefits the one 
who has borrowed the money (debtor).

38. Solution: (d)
Exp) Option d is correct 
Option d is correct. As creating new money to finance 
a budget deficit will increase total money supply in the 
market it will have the most inflationary effect on the 
economy. 

39. Solution: (b)
Exp) Option b is correct 
Option b is correct. If the demand increases when the 
supply is same, there will be a shortage, it will lead to 
an increase in prices. Similarly, when supply of money 
remains the same but the demand for it increases then 
there will be an increase in interest to be charged. 

40. Solution: (c)
Exp) Option c is correct 
Option c is correct: When RBI follows a dear money 
policy it sets high interest rates so that credit is not easily 
available to the banks and to the public. This decreases the 
real income and purchasing power of the people. Thus, 
controlling inflation as there is less amount of money to 
buy existing amount of goods in the economy. 

41. Solution: (b)
Exp) Option b is correct 
Option b is correct. Venture Capital is money provided by 
investors to start-up firms and small firms with perceived 
long term growth potential. It is a high risk-high reward 
strategy of the investor. 
Venture capital (VC) is a form of private equity and a type 
of financing that investors provide to start-up companies 
and small businesses that are believed to have long-term 
growth potential. Though it can be risky for investors who 
put up funds, the potential for above-average returns is an 
attractive payoff. 

42. Solution: (c)
Exp) Option c is correct 
Statement 1 is correct. Sovereign Gold Bond Scheme 
and Gold Monetization Scheme were launched by Central 
Government in 2015. 
Statement 2 is incorrect. It not impacts FDI in the gold 
and jewellery sector. 
Statement 3 is correct. The primary purpose to launch 
these schemes was to reduce dependence on imported 
gold (India is the largest consumer of gold in the world) 
and streamline the gold business in the country. Gold 
Monetization Scheme pays interest on gold deposits thus 
mobilising the idle gold lying in households, institutions, 
corporates & temple trusts of the country and facilitate 
its use for productive purposes, and in the long run, to 
reduce country’s reliance on the import of gold. 

43. Solution: (c)
Exp) Option c is correct 
Statement 1 is incorrect and statement 2 is correct. 
The Government securities comprise dated securities 
issued by the Government of India and state governments 
as also, treasury bills. As an agent of the Government, 
the Reserve Bank of India manages and services these 
securities through its public debt offices located in various 
places. State Government Securities are issued by the state 
governments. These issues are also managed and serviced 
by the Reserve Bank of India. 
Treasury bills (T-bills) offer short-term investment 
opportunities, generally up to one year. They are thus 
useful in managing short-term liquidity. At present, the 
Government of India issues four types of treasury bills, 
namely, 14-day, 91-day, 182-day and 364-day. 
Statement 3 is correct. T-bills are available for a minimum 
amount of Rs.25,000 and in multiples of Rs. 25,000. T-bills 
are issued at a discount and are redeemed at par. 

44. Solution: (d)
Exp) Option d is correct. 
Option d is correct. A Participatory Note or P-note is 
issued by registered foreign portfolio investors to overseas 
investors who want to be part of Indian stock market 
without registering themselves with the market regulator 
the Security and Exchange Board of India (SEBI). 
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45. Solution: (a)
Exp) Option a is correct 
The interest coverage ratio is a debt ratio and profitability 
ratio used to determine how easily a company can pay 
interest on its outstanding debt. 
Statement 1 is correct. “Interest Coverage Ratio” helps 
in understanding the present risk of a firm that a bank is 
going to give loan to. 
Statement 2 is correct. “Interest Coverage Ratio” helps in 
evaluating the emerging risk of a firm that a bank is going 
to give loan to. 
Statement 3 is incorrect. A low-interest coverage ratio 
could mean that a company is at risk of bankruptcy, thus a 
higher Interest Coverage Ratio is desirable. 

46. Solution: (c)
Exp) Option c is correct 
Statement 1 is correct. Commercial paper is an unsecured 
form of promissory note that pays a fixed rate of interest. It 
is typically issued by large banks or corporations to cover 
short-term receivables and meet short-term financial 
obligations, such as funding for a new project. 
Statement 2 is incorrect. Certificate of Deposit or CD 
is a short-term (7 days, up to one year), fixed-income 
financial instrument issued in a dematerialized form. It is 
issued in form of a promissory note. 
Statement 3 is correct. Call money is a short-term, 
interest-paying loan from one to 14 days made by a 
financial institution to another financial institution. 
The interest charged on a call loan between financial 
institutions is referred to as the call loan rate. 
Statement 4 is incorrect.(a)zero-coupon bond, also 
known as an accrual bond is a debt security that does not 
pay interest. It trades at deep discounts, offering full face 
value (par) profits at maturity. 
Source) CSE 2020

47. Solution: (d)
Exp) Option d is correct 
Statements 1, 2 and 3 are correct. The Housing loans 
owed by households, amounts outstanding on credit cards 
and Treasury bills all are examples of non-financial debt. 
Non-financial debt consists of credit instruments issued 
by governmental entities, households and businesses that 
are not included in the financial sector. 

3.2 Monetary Policy and Banking

48. Solution: (d) 
Exp) option d is correct. 
Statement 1 is correct. The Asset Reconstruction 
Company (ARC) proposed in the Budget 2021-22, will be 
set up by state-owned and private sector banks. 
Statement 2 is correct. The ARC, which will have an 
Asset Management Company (AMC) to manage and sell 

bad assets, will look to resolve stressed assets of Rs 2-2.5 
lakh crore that remain unresolved in around 70 large 
accounts not all of them. 
Statement 3 is correct. The government will not provide 
any direct equity support to the ARC. However, it may 
provide sovereign guarantee that could be needed to meet 
regulatory requirements. 

49.  Solution: (b)
Exp) Option b is correct. 
Targeted Long Term Repo Operations (TLTROs) facility 
allows banks to borrow money from the RBI at the repo 
rate. This improves capacity of banks to extend cheaper 
credit to businesses. 

50.  Solution: (c)
Exp) Option c is correct. 
Monetary Policy Corridor refers to the area between the 
lower reverse repo rate and the upper ceiling rate of 
marginal standing facility (MSF) rate.

51. Solution: (c)
Exp) Option c is correct. 
Statement a is incorrect.NBFCs do not form part of the 
payment and settlement system and cannot issue cheques 
drawn on itself. 
Statement b is incorrect. No priority sector lending 
commitments is required. 
Statement c is correct. Nidhi companies, a type of NBFC 
are regulated by Ministry of corporate affairs. 
Statement d is incorrect. Peer to Peer (P2P) lenders are 
registered as NBFCs are proposed to be regulated by RBI. 
Though all the directives are passes on by RBI. 

52. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct: Regulatory forbearance for banks 
involved relaxing the norms for restructuring asset. 
Statement 2 is incorrect: Regulatory Forbearance 
involves relax norms and control of financial institutions 
by the regulators. 
Statement 3 is incorrect. It results into undercapitalization 
of Banks and not overcapitalization. 

53. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct. Priority Sector lending (PSL) 
means those sectors which the Government and RBI 
consider as important for the development of the basic 
needs of the country and are to be given priority over 
other sectors. The banks are mandated to encourage the 
growth of such sectors with adequate and timely credit. 
Statement 2 is incorrect. Commercial banks including 
foreign banks are required to mandatorily earmark 40% 
of the adjusted net bank credit for priority sector lending. 
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Statement 3 is incorrect. The categories included in 
the Priority Sector lending (PSL) list are Agriculture b) 
Micro, Small and Medium Enterprises c) Export Credit 
d) Education e) Housing f) Social Infrastructure g) 
Renewable Energy and h) Others. 
Real estate and consumer goods are not included in the 
categories for Priority Sector lending. 

54. Solution: (c)
Exp) Option c is correct. 
Statement 1 is incorrect. Scheduled banks are those 
banks which are included in the Schedule II of RBI Act, 
1934. 
Statement 2 is incorrect. Scheduled banks do not 
necessarily have more than 50% stake by the government. 
Statement 3 is correct. Cooperative banks can be 
categorized as scheduled banks. At present there are 
53 cooperative banks that are categorized as scheduled 
banks. 

55. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct. Both payment banks and small 
finance banks can accept demand deposits. 
Statement 2 is incorrect. Payment Banks cannot offer 
loan. Small Finance Banks can offer loans. But must 
extend 75% of loans to priority sectors. 
Statement 3 is incorrect. Only the Payment Banks are 
required to invest a minimum 75% of demand deposit 
balances in Statutory Liquidity Ratio (SLR)-eligible 
government securities or treasury bills with maturity of 
up to one year. 

56. Solution: (b)
Exp) Option b is correct. 
Statement 1 is correct. The payments bank will be 
registered as a public limited company under the 
Companies Act, 2013, and licensed under Section 22 of 
the Banking Regulation Act, 1949.
Statement 2 is incorrect. The payments bank cannot 
undertake lending activities. 
Statement 3 is correct. The payments bank is required to 
use the words “Payments Bank” in its name in order to 
differentiate it from other banks. 
Statement 4 is incorrect. The payments bank cannot set 
up subsidiaries to undertake non-banking financial ser-
vices activities. 

57.  Solution: (c)
Exp) Option c is correct. 
Priority Sector includes the following categories: 
1. Agriculture 
2. Micro, Small and Medium Enterprises (MSME) 
3. Export Credit 

4. Education 
5. Housing 
6. Social Infrastructure 
7. Renewable Energy 
8. Others 
Recently, RBI added some new categories under PSL:
• Bank finance to start-ups up to Rs. 50 crore, 
• loans to farmers for installation of solar power 

plants for solarisation of grid connected agriculture 
pumps 

• loans for setting up Compressed BioGas plants 

58. Solution: (a)
Exp) Option a is correct. 
Neo banks are virtual banks. They are the banks that 
are only operable online. Neo Banking is a technique 
to provide a complete banking experience but through 
digital platforms like a mobile application. 

59.  Solution: (c)
Exp) Option c is correct. 
Statement 1 is incorrect: Regional rural banks (RRBs) 
can have operations and branches in urban or semi-urban 
areas also, apart from rural areas.
Statement 2 is incorrect: The RRBs are regulated by RBI 
and supervised by National Bank for Agriculture and 
Rural Development (NABARD). Their regulation is not 
exclusive to the NABARD. 
Statement 3 is correct: The RRBs are required to provide 
75% of their total credit as priority sector lending.

60. Solution: (d)
Exp) Option d is correct. 
Statement a is correct. Currently, in an unlikely event 
of a bank failing in India, a depositor has a claim to a 
maximum of Rs 5 lakh per account as insurance cover. 
Statements b and c are correct. Deposits in public and 
private sector banks, local area banks, small finance banks, 
regional rural banks, cooperative banks, Indian branches 
of foreign banks and payments banks are covered under 
deposit insurance and are all insured by the DICGC. 
DICGC is a fully owned subsidiary of the Reserve Bank 
of India. 
Statement d is incorrect. The premium for this insurance 
is paid by banks to the DICGC. 

61. Solution: (c)
Exp) Option c is correct. 
Statement 1 is incorrect. National Payments Corporation 
of India (NPCI) was incorporated in 2008 as an 
umbrella organisation for operating retail payments and 
settlement systems in India. 
Statement 2 and 3 are correct. It is an initiative of 
Reserve Bank of India (RBI) and Indian Banks’ 
Association (IBA) under the provisions of the Payment 
and Settlement Systems Act, 2007.
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Statement 4 is correct. National Payments Corporation 
of India (NPCI) has developed the National Electronic 
Toll Collection (NETC) and FASTag. 

62. Solution: (b)
Exp) Option b is correct. 
Statement 1 is incorrect. The Securitization and 
Reconstruction of Financial Assets and Enforcement of 
Securities Interest Act, 2002 (SARFAESI Act) protects 
financial creditors (and not all forms of creditors). 
The Insolvency and Bankruptcy Code (IBC),2016 
guarantees the interests of all forms of creditors.
Statement 2 is correct. The Insolvency and Bankruptcy 
Code takes precedence over SARFAESI during the 
Insolvency Resolution Process. 

63. Solution: (b)
Exp) Option b is correct 
Money Multiplier (MM) is the ratio of the stock of money 
to the stock of high-powered money in an economy. 
It refers to how an initial deposit can lead to a bigger 
final increase in the total money supply in the economy. 
The multiplier effect refers to the proportional amount of 
increase, or decrease, in final income that results from an 
injection, or withdrawal, of spending. 

64. Solution: (b)
Exp) Option b is correct. 
Statement 1 is incorrect. In Brown Label ATM, the ATM 
machine (hardware) is owned by a service provider 
and cash management and connectivity to banking 
networks is provided by a sponsor bank. 
Statement 2 is correct. White label ATMs are setup, 
owned and operated by non-banks. 

65. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct. Helicopter money basically means 
non-repayable money transfer from the central bank 
to the government. It involves printing large sums of 
money and distributing it to the public. 
Statement 2 is correct. In case of quantitative easing, 
printed money is used by central banks to buy government 
bonds and the government has to pay back for the 
assets that the central bank buys. However, in case of 
helicopter money, currency is distributed to the public 
without any repayment liability. 

66. Solution: (d)
Exp) Option d is correct. 
Option a is incorrect. The State Development Loans 
(SDLs) are issued only as bonds or dated securities (and 
not treasury bills). The State governments do not issue 
any treasury bills. 
Option b is incorrect. Like dated securities issued by 
the Central Government, SDLs issued by the State 
Governments also qualify for SLR. 

Option c is incorrect. The State Development Loans 
(SDLs) are also eligible as collaterals for borrowing 
through market repo as well as borrowing by eligible 
entities from the RBI under the Liquidity Adjustment 
Facility (LAF). 
Option d is correct. The rate of interest or yield of State 
Development Loans (SDLs) securities are determined 
through auction. 

67. Solution: (d)
Exp) Option d is correct. 
Statement 1 is correct. The liquidity coverage ratio 
(LCR) is a requirement under Basel III whereby banks 
are required to hold an amount of high-quality liquid 
assets that’s enough to fund cash outflows for 30 days. 
Statement 2 is correct. The NSFR is expressed as a ratio 
that must equal or exceed 100%. The ratio relates the 
bank’s available stable funding to its required stable 
funding. 
Statement 3 is correct. Countercyclical capital buffers 
require banks to hold capital at times when credit is 
growing rapidly. The CCyB is limited between 0% 
and 2.5% of risk-weighted assets and must be held in 
common equity tier 1 (CET1) capital in addition to 
the regulatory minimum capital requirement and other 
regulatory capital requirements. 

68. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct. The Reserve Bank of India (RBI) 
has revised the Supervisory Action Framework (SAF) 
for Urban Co-operative Banks (UCBs). It seeks to ensure 
expeditious resolution of financial stress faced by some 
of the UCBs. 
Statement 2 is correct. It is similar to the Prompt 
Corrective Action (PCA) framework which is imposed 
on commercial banks. 

69. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct. Monetary Policy tools include 
open market operations, direct lending to banks, bank 
reserve requirements, unconventional emergency lending 
programs, and managing market expectations—subject to 
the central bank’s credibility. 
Statement 2 is incorrect. Open market operations 
(OMO) refer to a central bank and not the government 
buying or selling short-term treasuries and other 
securities in the open market. 
Statement 3 is correct. Lowering reserve requirements 
(crr and slr) releases more capital for the banks to offer 
loans or to buy other assets and hence the interest rate 
declines. 

70. Solution: (a)
Exp) Option a is correct 
Statement 1 is correct. Market Stabilization scheme 
(MSS) is a monetary policy intervention by the RBI. 
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These securities are owned by the government though 
they are issued by the RBI. 
 Statement 2 is incorrect. It withdraws excess liquidity 
(or money supply) by selling government securities in 
the economy. The MSS was introduced in April 2004. 

71.  Solution: (d)
Exp) Option d is correct. 
Option d is correct. The Reserve Bank of Indi has noted 
that there are several factors which continue to impede 
monetary transmission to deposit and lending rates of 
banks. This includes: 
1. Mismatch of banks’ assets and liabilities. 
2. Competitive pressure from small savings schemes. 
3. Asset’s quality of scheduled commercial banks. 
4. Internal benchmark for pricing of loans and 

heterogeneous pricing methodology of NBFCs. 

72.  Solution: (b)
Exp) Option b is correct. 
Statement 1 is correct: Rapo rate is the rate at which 
commercial banks or other institutions obtain short-term 
loan from RBI. So, a decrease in repo rate will result in 
more money with the banks that will lead to increased 
money supply in the economy. 
Statement 2 is correct: Under Open Market Operations 
(OMO) RBI involves itself directly in short-term buying 
and selling of the securities. When RBI buys securities 
under OMO, the supply of money will increase. 
Statement 3 is incorrect: An increase in SLR means 
banks will a fewer fund to give as loans, this will result in 
decrease in money supply in the economy. 

73. Solution: (d)
Exp) Option d is correct. 
Options 1 and 2 are correct: A high (or low) value of 
CRR or SLR helps increase (or decrease) the value of 
reserve deposit ratio, thus diminishing (or increasing) 
the value of the money multiplier and money supply in 
the economy in a similar fashion. 
Option 3 is correct: The size of money multiplier is 
determined by the currency ratio (Cr) of the public, the 
required reserve ratio (RRr) of the central bank and the 
excess reserve ratio (ERr) of commercial banks. The 
lower these ratios, higher the money multiplier. 

74. Solution: (a)
Exp) Option a is correct. 
Liquidity trap is a situation when expansionary monetary 
policy (increase in money supply) does not increase 
the interest rate, income and hence does not stimulate 
economic growth. Possible signs of Liquidity Trap:
• consumers avoid making new purchases, this 

results in slowing of economic activities leading to 
fall in hiring and ultimately unemployment. 

• people prefer to hold on to liquid assets like cash. 
So, the Savings Rate is very high. 

• Liquidity Traps occur during expansionary phases 
of monetary policy, i.e. when the rate of interest is 
very low

•  People prefer to save money as cash, rather than 
invest it or spend it, leading to low investment rates. 

75. Solution: (d)
Exp) Option d is correct. 
Statement 1 is incorrect. The capital adequacy ratio is 
to be maintained at 12.9%. In addition, banks have to 
maintain a capital conservation buffer of 2.5%. 
Statement 2 is incorrect. Currently, the RBI applies 
stricter norms and not those specified under Basel III for 
capital adequacy, leading banks to set aside higher capital 
for loans. 

76. Solution: (c)
Exp) Option c is correct. 
Statement 1 is incorrect. Marginal Standing Facility is a 
window for banks to borrow from the Reserve Bank of 
India in an emergency situation when inter-bank liquidity 
dries up completely. 
Statement 2 is correct. MSF is a new scheme announced 
by the RBI in its Monetary Policy, 2011–12, which came 
into effect from May, 2011. 
Statements 3 and 4 are correct. Under this scheme, banks 
can borrow overnight upto 1 per cent of their net demand 
and time liabilities (NDTL) from the RBI, at the interest 
rate 1 per cent (100 basis points) higher than the current 
repo rate. 

77.  Solution: (b)
Exp) Option b is correct 
Statement 1 is incorrect. The PCA framework is currently 
applicable only to commercial banks. Statement 2 is 
correct. The PCA framework can be initiated based on 
the performance of banks on three parameters: 
1. capital to risk weighted assets ratio (CRAR), 

2. net non-performing assets (NPA) I.e., asset quality 

3. Return on Assets (RoA) I.e., profitability 

Statement 3 is correct. When Prompt Corrective Action 
framework is applicable, RBI can place restrictions 
on dividend distribution, branch expansion, and 
management compensation. 

78. Solution: (a)
Exp) Option a is correct.
Statement 1 is correct: A bad bank is an asset 
reconstruction company (ARC) that takes over the bad 
loans of commercial banks, manages them and finally 
recovers the money over a period. 
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Statement 2 is incorrect: The bad bank is not involved 
in lending and taking deposits but helps in resolving the 
NPA crisis in the commercial banks. 

79. Solution: (a) 
Exp) Option a is correct. 
The impact of prolonged forbearance policy followed by 
Reserve Bank of India: 
1. Undercapitalization of Banks
2. Ever-greening of Loans 
3. Zombie lending 
4. Weakening of Corporate Governance
5. Overstatement of existing tier-I capital for public 

sector banks. 

80. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct: WMAs it is a facility for both the 
Centre and states to borrow from the RBI. 
Statement 2 is correct: WMAs are repayable “not later 
than three months from the date of the making of the 
advance”. 
Statement 3 is correct: The interest rate on WMA is the 
RBI’s repo rate. 

81.  Solution: (a)
Exp) Option a is correct. 
At present, the government debt, including market 
borrowing, is managed by the Reserve Bank of India. 

82.  Solution: (b)
Exp) Option b is correct. 
Statement 1 is incorrect. Expansionary fiscal policy and 
expansionary monetary policy is needed to achieve full 
employment growth during recession. 
Statement 2 is correct. In India, the Monetary Policy 
is under the Reserve Bank of India. Monetary policy 
majorly deals with money, currency, and interest 
rates. On the other hand, under the fiscal policy, the 
government deals with taxation and spending by the 
Centre. 

83. Solution: (a)
Exp) Option a is correct. 
The term “balloon” indicates that the final payment is 
significantly large. Balloon payments tend to be at least 
twice the amount of the loan’s previous payments. 
Balloon payments are more common in commercial 
lending than in consumer lending because the average 
homeowner typically cannot make a very large balloon 
payment at the end of the mortgage. 

84. Solution: (a)
Exp) Option a is correct. 
The Taylor rule is a monetary policy approach that can 
help a central bank set rates keeping in mind current 

inflation and growth rates. It provides a formula to 
determine how much a central bank should target an 
increase or decrease in interest rates depending on the 
economy’s health 

85. Solution: (c)
Exp) Option c is correct 
Statement 1 is correct. Registration and regulation of 
chit funds are carried out by state governments. 
Statement 2 is correct. Functionally, chit funds are 
included in the definition of NBFCs by the RBI under the 
subhead miscellaneous non-banking company (MNBC). 
Statement 3 is correct. Chit funds have regular members 
who make periodical subscriptions to the fund. The 
periodic collection is given to some member of the chit 
funds selected on the basis of previously agreed criterion. 

86. Solution: (a)
Exp) Option (a) is correct. 
Point 1 is correct. Open Market Operations (OMO) RBI 
purchases (or sells) government securities to the general 
public in a bid to increase (or decrease) the stock of high-
powered money in the economy. 
Point 2 is correct. A high (or low) value of CRR or SLR 
increases (or decreases) the value of reserve deposit ratio, 
thus diminishing (or increasing) the value of money 
multiplier and money supply in the economy in a similar 
fashion. 
Point 4 is correct. Moral Suasion can be undertaken 
by RBI to persuade commercial banks to follow the 
monetary policy directives given by the Monetary Policy 
Committee. 
Point 3 is incorrect. Sterilization is one of the important 
functions of RBI where it sterilizes the economy against 
adverse external shocks. However, it is not an instrument 
of monetary policy transmission. 

87.  Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: The MPC is a six-member 
committee constituted by the Central government by 
notification in the official gazette. 
Statement 2 is correct. The MPC determines the policy 
interest rate required to achieve the inflation target. 
Statement 3 is incorrect: Each member of the MPC has 
one vote and in case of equality of votes, the Governor has 
a second or casting vote. Thus, the decisions are not based 
on the consensus. 

88. Solution: (a)
Exp) Option a is the correct answer. 
Statement 1 is incorrect. Marginal Standing Facility is 
only for banks (not for other financial institutions). 
Statement 2 is incorrect. Though it is on the lines of the 
Liquidity Adjustment Facility (LAF) but it is not a part 
of it. RBI’s LAF which helps banks to adjust their daily 
liquidity mismatches. 
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Statement 3 is incorrect. MSF is a penal rate and thus 
not a cheap way and remains higher than the repo rate. It 
is generally at a rate of 1 percent higher than the current 
repo rate, but it is not fixed and can be changed. 
Statement 4 is correct. Banks use this facility only if they 
exhaust all other means to raise short term funds. 

89. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct: The cash reserve ratio (CRR) is 
the ratio (fixed by the RBI) of the total deposits of a bank 
in India which is kept with the RBI in the form of cash. 
Statement 2 is correct: Reserve Bank of India (RBI) can 
reduce CRR ratio to improve liquidity in the market. 

90. Solution: (s)
Exp) Option d is correct. 
M1 = CU (currency held by the public) + DD (net 
Demand deposit held by commercial bank) 
M2 = M1 + Savings deposits with Post Office savings 
banks 
M3 = M1 + Net time deposits of commercial banks 
M4 = M3 + Total deposits with Post Office savings 
organisations (excluding 
National Savings Certificates) 
M1 and M2 are known as narrow money. M3 and M4 are 
known as broad money. 

91. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct: The Reserve Bank of India (RBI) 
launched the payment infrastructure development fund 
(PIDF) scheme. 
Statement 2 is correct: The scheme subsidises deployment 
of payment acceptance infrastructure in tier-3 to tier-6 
centres. 
Statement 3 is correct: The scheme has special focus on 
the north-eastern states of the country. 

92. Solution: (a)
Exp) Option a is correct 
The Reserve Bank of India plans to integrate the 
three Ombudsman schemes and introduce centralised 
processing of grievances following a ‘One Nation One 
Ombudsman’ approach. This is intended to make 
the process of redress of grievances easier by enabling 
the customers to register their complaints under the 
integrated scheme. 

93. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. The LAF was introduced in RBI 
in 1998 based on the recommendations of Narasimham 
Committee on Banking Sector Reforms. 
Statement 2 is correct. Through LAF tools like Repo, the 
RBI manages the inflation in the range between 2 and 6%. 

Statement 3 is correct. From 2014, Liquidity Adjustment 
Facility (LAF) was extended to Scheduled Urban 
Cooperative Banks (UCBs) which are Core Banking 
System (CBS) enabled.

94. Solution: (a)
Exp) Option a is correct. 
Statements 1 and 2 are correct. The objectives of setting 
up of small finance banks is to further financial inclusion 
by: 
• Provision of savings vehicles 
• Supply of credit to small business units; small and 

marginal farmers; micro and small industries; and 
other unorganized sector entities, through high 
technology-low cost operations. 

Statement 3 is incorrect. To encourage young 
entrepreneurs to set up business particularly in rural areas 
was not one of the purposes of setting the bank. 

95. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is correct. Regional Rural Banks were set up 
on the basis of the recommendations of the Narasimham 
Working Group (1975). 
Statement 2 is correct. The RRBs combine the 
characteristics of a cooperative in terms of the familiarity 
of the rural problems and a commercial bank in terms 
of its professionalism and ability to mobilise financial 
resources. 
Statement 3 is incorrect. The RRBs are required to 
provide 75% of their adjusted NDTL (net demand and 
time liabilities) as priority sector lending. 

96. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct. Cooperative banks are Customer 
Owned Entities: Co-operative bank members are both 
customer and owner of the bank. 
Statement 2 is incorrect. Recently, the Central 
government approved an ordinance to bring urban 
and multi-state co-operative banks under the direct 
supervision of the Reserve Bank of India (RBI). The rural 
co-operative banks will continue to remain under the dual 
regulation of RBI and Registrar of Co-operative Societies. 

97.  Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. Recently RBI mandated banks to 
set aside 10% provisioning for all loans which are overdue. 
The Narsimham Committee prescribed(a)standardized 
norm for provisioning of NPAs against Non Performing 
Assets. 
Statement 2 is correct. The SARFAESI Act essentially 
empowers banks and other financial institutions to 
directly auction residential or commercial properties 
that have been pledged with them to recover loans 
from borrowers. Insolvency and Bankruptcy Code, 2016 
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provides a time-bound process for resolving insolvency in 
companies and among individuals. 

98.  Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: In the Economic Survey Report 
2017, Chief Economic Adviser Arvind Subramanian 
had suggested the creation of Public Sector Asset 
Rehabilitation Agency (PARA) which will work as a 
“Bad bank” to absorb the losses from the PSBs. 
Statement 2 is correct: PARA would purchase loans 
from banks and adopt value maximizing strategies to 
solve them. 

99. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct: The capital adequacy ratio 
(CAR) is a measurement of a bank’s available capital 
expressed as a percentage of a bank’s risk-weighted 
credit exposures. The capital adequacy ratio, also 
known as capital-to-risk weighted assets ratio (CRAR), 
is used to protect depositors and promote the stability 
and efficiency of financial systems around the world. 
Higher the assets, higher should be the capital by the bank. 
Statement 2 is incorrect: PCA is a tool used by RBI to 
check defaulting Public Sector Banks. The Reserve Bank 
has specified certain regulatory trigger points, as a part of 
prompt corrective action (PCA) Framework, in terms of 
three parameters: 
• capital to risk-weighted assets ratio (CRAR), 
• net non-performing assets (NPA) and 
• Return on Assets (RoA) 
The PCA framework is applicable only to commercial 
banks and not extended to co-operative banks, non-
banking financial companies (NBFCs) and FMIs. 

100. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct: The Basel Committee on 
Banking Supervision (BCBS) is the primary global 
standard-setter for the prudential regulation of banks 
and provides a forum for cooperation on banking 
supervisory matters. The Secretariat of BCBS is provided 
by the Bank for International Settlements (BIS) and it 
supports the work of the Committee. 
Statement 2 is incorrect: The central philosophy of 
Basel norm is that additional capital injected into 
banks by its shareholders will compel it to take less risks 
and at the same time to overcome any crisis on its own. 
The logic behind this thinking is that when your business 
(banking) is at risk, your money (capital) will be at risk. 

101.  Solution: (d)
Exp) Option d is correct. 
The total liability of the monetary authority of the country, 
RBI, is called the monetary base or high powered money 
(M0).

It consists of currency (notes and coins in circulation 
with the public and vault cash of commercial banks) 
and deposits held by the Government of India and 
commercial banks with RBI. If a member of the public 
produces a currency note to RBI the latter must pay her 
value equal to the figure printed on the note. Similarly, 
the deposits are also refundable by RBI on demand from 
deposit-holders. These items are claims which the general 
public, government or banks have on RBI and hence are 
considered to be the liability of RBI. 

102. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct: Money supply, like money 
demand, is a stock variable. The total stock of money in 
circulation among the public at a particular point of time 
is called money supply. RBI publishes figures for four 
alternative measures of money supply, viz. M1, M2, M3 
and M4. 
Statement 2 is correct: M1 is most liquid and easiest for 
transactions whereas M4 is least liquid of all. M3 is the 
most commonly used measure of money supply. 
Knowledge Base: 
There are four monetary aggregates M1, M2, M3 and M4. 
They are defined as follows: 
M1 = Currency in circulation + Demand Deposits held by 
commercial banks. 
M2 = M1 + Savings deposits with Post Office savings 
banks 
M3 = M1 + Net time deposits of commercial banks 
M4 = M3 + Total deposits with Post Office savings 
organisations 

103. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect: A banking account is necessary 
but not sufficient for financial inclusion. For example, 
millions of accounts were opened under PM Jan Dhan 
Yojana but a significant number of accounts are zero-
balance accounts.
Financial inclusion is a broad-based concept that includes 
the following aspects – basic banking account, access to 
affordable credit, availability of banking and financial 
infrastructure in a region, financial literacy etc. 
Statement 2 is incorrect: Financial inclusion doesn’t just 
mean access to financial services but rather means access 
to affordable financial services. In rural areas, people have 
access to local moneylenders. But these moneylenders 
advance loans at very high rates of interest, which often 
pushes the borrowers into debt-trap. Hence, because of 
the unaffordability, people are excluded from the benefits 
of having access to financial services. 

104.  Solution: (c)
Exp) Option c is correct. 
National Financial Switch (NFS) is the largest network 
of shared automated teller machines (ATMs) in India. It 
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was designed, developed and deployed with the aim of 
inter-connecting the ATMs in the country and facilitating 
convenience banking. It is run by the National Payments 
Corporation of India (NPCI). 
National Payments Corporation of India (NPCI) is an 
umbrella organization for all retail payments in India. It 
was set up with the guidance and support of the Reserve 
Bank of India (RBI) and Indian Banks Association (IBA). 
The NFS network facilitates ATM transaction services 
among all members participating in the network. 
NFS is a shared ATM network that interconnects NFS 
members and ATM switches. The main objective in 
creating NFS was to make ATM deployment economical 
and viable to members by pooling resources and thus, 
increase the use of ATM technology across the country. 

105. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct. The Reserve Bank of India is 
the nation’s sole note issuing authority. Along with the 
Government of India, it is responsible for the design, 
production and overall management of the nation’s 
currency, with the goal of ensuring an adequate supply of 
clean and genuine notes. 
Statement 2 is correct. The Government of India is 
the issuing authority of coins and supplies coins to the 
Reserve Bank on demand. The Reserve Bank puts the coins 
into circulation on behalf of the Central Government. 
Statement 3 is incorrect. The note printing presses in 
Madhya Pradesh and Maharashtra are owned by the 
Security Printing and Minting Corporation of India 
(SPMCIL), which is a wholly owned company of the 
Government of India. The presses in Karnataka and West 
Bengal are owned by the Bharatiya Reserve Bank Note 
Mudran Private Limited (BRBNMPL), a wholly owned 
subsidiary of the Reserve Bank. 

106.  Solution: d 
Exp) Option d is correct. 
Statement 1 is incorrect. Dear monetary policy means 
increasing the interest rates in the market. As a result 
of the increased rates the supply of the currency will get 
restricted. This in turn would lead to appreciation in the 
currency. 
Statement 2 is incorrect. Dear monetary policy is adopted 
to control the inflation in the economy. With fall in price 
levels the growth momentum of the economy is affected 
and there is fall in the economic growth. 
Statement 3 is incorrect. As the money supply in 
market is restricted. The lending rates of banks will rise 
automatically and this will lead to increase in amount of 
equated monthly installments. 

107. Solution: (a)
Exp) Option a is correct. 
Statement 1 is incorrect. CRR means the total deposits 
of a bank that are to be kept with RBI in form of cash. 

If the CRR is increased than the money multiplier 
effect will decrease. As there will be an increase in the 
high powered money (deposits with RBI increased) and 
consequent decrease in money supply (less amount to 
lend) 
Statement 2 is correct. NBFC’s are subjected to similar 
norms as banks but they are exempted from maintaining 
CRR with RBI. Only deposit taking NBFC’s has to 
maintain SLR except them all other NBFC’s have not to 
maintain SLR. 

108.  Solution: (b) 
Exp) Option b is correct. 
Statement 1 is correct. Reserve deposit ratio (rdr) is the 
proportion of the total deposits commercial banks keeps 
as reserves. To maintain a health rdr RBI uses various 
policy instruments like cash reserve ratio and statutory 
liquidity reserve (SLR). 
Statement 2 is incorrect. SLR is the amount which a bank 
is required to maintain with itself (and not RBI) in a 
given proportion of their total demand and time deposits 
in the form of specified liquid assets. 
Statement 3 is correct. The SLR is prescribed by Section 
24 (2A) of Banking Regulation Act, 1949. 

109. Solution: (c)
Exp) Option c is correct 
Statement 1 is incorrect. RBI does not lend money 
directly to the general public. Bank rate is the route of 
borrowing for Government of India, state governments, 
commercial banks, NBFC’s, etc. 
Statement 2 is incorrect. Bank rate is used to control the 
liquidity supply in the market. If it is increased then the 
supply would be restricted and this is a sign of tight (and 
not expansionist) monetary policy. 
Statement 3 is correct. Bank rate is the interest rate 
that RBI charges on its long term lendings. This rate is 
aligned with the Marginal Standing Facility. 

110.  Solution: (c) 
Exp) Option c is correct. 
A liquidity adjustment facility (LAF) is a tool used 
in monetary policy, primarily by the Reserve Bank of 
India (RBI) that allows banks to borrow money through 
repurchase agreements (repos) or to make loans to the 
RBI through reverse repo agreements. 
Option a is incorrect. LIBOR (London Interbank Offered 
Rate) is the benchmark interest rate at which major global 
banks lend to one another. LIBOR is administered by 
the Intercontinental Exchange, which asks major global 
banks how much they would charge other banks for 
short-term loans. 
Option b is incorrect. Bank Rate-the rate of interest 
which is charged by a central bank while lending loans 
to a commercial bank. It is used for long term lending 
purposes. 
Option c is correct. The interest rate at which the RBI 
borrows money from banks for the short term is defined 
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as Reverse Repo Rate. The Reverse Repo Rate helps the 
RBI get money from the banks in times of need. In return, 
the RBI offers attractive interest rates to them. 
Option d is incorrect. Marginal Standing Facility-a 
penal rate which is the last resort for banks once they 
have exhausted all borrowing options including liquidity 
adjustment facility. Under it banks can borrow overnight 
upto 1% of their net demand and time liabilities. 

111. Solution: (b) 
Exp) Option b is correct. 
Some banks, due to their size, cross-jurisdictional 
activities, complexity, lack of substitutability and 
interconnectedness, become systemically important. 
Therefore, the continued functioning of Systemically 
Important Banks (SIBs) is critical for the uninterrupted 
availability of essential banking services to the real 
economy. 
Statement 1 is correct: The D-SIB framework requires the 
Reserve Bank to disclose the names of banks designated as 
D-SIBs starting from 2015. 
Statement 2 is correct: These banks have been prescribed 
additional Common Equity Tier (CET) 1 requirement as 
a percentage of their Risk Weighted Assets (RWAs). The 
additional capital depends on the systemic importance of 
the bank. 
Statement 3 is incorrect: The Reserve Bank of India (RBI) 
has classified State Bank of India, ICICI Bank and HDFC 
Bank as domestic systemically important banks (D-SIBs) 
or banks that are considered as “too big to fail”. 

112. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct: SFBs are required to lend at least 
75% of the loans to priority sectors as defined by the RBI 
and at least 50% of the loans need to be below `25 lakh. 
Statement 2 is correct: SFBs, like commercial banks, 
need to follow Statutory Liquidity Ratio and Cash Reserve 
Ratio rules. They are required to maintain a capital 
adequacy ratio of 15% and cannot lend more than 10% of 
their capital to a single borrower. 
Statement 3 is correct: SFBs are covered by deposit 
insurance, just like other banks, for up to `5 lakh per 
account holder. 

113.  Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect: Financial Stability Report (FSR) 
is released by the Reserve Bank of India. 
Statement 2 is incorrect: CRAR is also known as Capital 
Adequacy Ratio (CAR). It is the ratio of a bank’s capital in 
relation to its risk weighted assets and current liabilities. 
It is decided by central banks and bank regulators to 
prevent commercial banks from taking excess leverage 
and becoming insolvent in the process. Higher CRAR 
indicates that a bank is better capitalized, hence at lower 
risk of insolvency. 

114. Solution: (a) 
Exp) Option a is correct 
Statement 1 is correct. The concept of Positive Pay 
involves a process of reconfirming key details of large 
value cheques. 
Statement 2 is incorrect. The Positive Pay Mechanism 
facility is being developed by National Payments 
Corporation of India (NPCI). 

115. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct: NBFCs cannot accept demand 
deposits (i.e., the saving and current accounts). They 
are allowed to accept and/or renew public deposits for a 
minimum period of 12 months and maximum period of 
60 months. 
Statement 2 is correct: NBFCs do not form part of the 
payment and settlement system and cannot issue cheques 
drawn on itself. 
Statement 3 is correct: Nidhi companies, a type of NBFC 
is regulated by Ministry of corporate affairs. 

116. Solution: (c) 
Exp) Option c is correct. 
Asset Reconstruction Company (ARC) is a specialized 
financial institution that buys the Non-Performing Assets 
(NPAs) from banks and financial institutions. It helps 
banks in cleaning up their balance sheets. Thus, it helps 
banks to concentrate on normal banking activities. 
Banks, Instead of going after the defaulters, can focus on 
selling their bad assets to the ARCs at a mutually agreed 
value. 
SARFAESI (Securitization and Reconstruction of 
Financial Assets and Enforcement of Security Interest) 
Act, 2002 provides the legal basis for the setting up of 
ARCs in India. 
ARCs function under the supervision and control of the 
Reserve Bank of India (RBI). 
As per the SARFAESI Act, ARCs should have a minimum 
net owned funds of Rs. 100Cr. The ARCs also have to 
maintain a capital adequacy ratio of 15% of its risk-
weighted assets. 
Relevance: The Reserve Bank of India (RBI) has set up the 
Sudarshan Sen committee to review the working of Asset 
Reconstruction Companies (ARCs) Comprehensively. It 
will recommend suitable measures for enabling them to 
meet the growing requirements. 
Source: “Asset Reconstruction Companies” - Sudarshan 
Sen Committee Set-up (forumias.com) 

117. Solution: (a)
Exp) Option a is correct 
Statement 1 is correct. The National Strategy for Financial 
Education: The policy has recommended a ‘5 C’ approach 
for dissemination of financial education in the country: 
• Content: Financial Literacy content for various 

sections of population. 
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• Capacity: Develop the capacity and ‘Code of Conduct’ 
for financial education providers. 

• Community: Evolve community led approaches 
for disseminating financial literacy in a sustainable 
manner. 

• Communication: Use technology, media and 
innovative ways of communication for dissemination 
of financial education messages. 

• Collaboration: Streamline efforts of other stakeholders 
for financial literacy. 

Statement 2 is incorrect. The National Strategy for 
Financial Education (NSFE) 2020-2025 document 
was released by the Reserve Bank of India (RBI). The 
NSFE for the period 2020-2025 has been prepared by 
the National Centre for Financial Education (NCFE) 
in consultation with all the Financial Sector Regulators 
viz. RBI, Securities and Exchange Board of India (SEBI), 
Insurance Regulatory and Development Authority of India 
(IRDAI), Pension Fund Regulatory and Development 
Authority (PFRDA), etc. under the aegis of the Technical 
Group on Financial Inclusion and Financial Literacy 
(TGFIFL). 

3.3 Inflation

118. Solution: (c) 
Exp) Option c is correct 
Both statements are correct. 
India formally adopted flexible inflation targeting (FIT) 
in June 2016 to place price stability, defined in terms of 
a target CPI inflation, as the primary objective of the 
monetary policy. In May 2016, the Reserve Bank of India 
(RBI) Act, 1934 was amended to provide a statutory basis 
for the implementation of the flexible inflation targeting 
framework. The amended RBI Act also provides for the 
inflation target to be set by the Government of India, in 
consultation with the Reserve Bank, once in every five 
years. Accordingly, the Central Government has notified 
in the Official Gazette 4 per cent Consumer Price Index 
(CPI) inflation as the target for the period from August 
5, 2016 to March 31, 2021 with the upper tolerance limit 
of 6 per cent and the lower tolerance limit of 2 per cent. 

119. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. Inflation Indexed Bond (IIB) 
is a bond issued by the Sovereign, which provides the 
investor(a)constant return irrespective of the level of 
inflation in the economy. The main objective of Inflation 
Indexed Bonds is to provide a hedge and to safeguard 
the investor against macroeconomic risks in an 
economy. 
Statement 2 is correct. Reserve Bank of India adopted 
Consumer Price Index (CPI) as the key measure of 
inflation in April 2014 after the series launched in 
January 2011 attained stability. Since then, Reserve Bank 
of India has discontinued issuance of Wholesale Price 
Index (WPI) based IIBs. 

120. Solution: (a)
Exp) Option a is correct. 
Pair 1 is correctly matched. An inflationary gap occurs 
when real GDP exceed the potential GDP. It is a situation 
when the demand for goods and services exceeds 
production. 
Pair 2 is correctly matched. Inflation premium is the 
difference between real interest rate and nominal 
interest rate, when inflation is taking place. 
Pair 3 is incorrectly matched. Skewflation is price 
rise of one or a small group of commodities  
over a sustained period of time. 

121.  Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct: Although much lower than record 
highs of $105.5 per barrel in 2013, there has been an 
increase in crude oil prices in 2021.
Statement 2 is incorrect: The government freed prices 
of aviation turbine fuel (ATF) in 2002. It has not been 
removed. The price of petrol was decontrolled in 2010 
while the price of diesel was decontrolled in 2014. 
Statement 3 is correct: The major contributor of the 
current surge in prices of petrol and diesel is the high 
rise in taxes levied by state governments and central 
governments on the fuels. 

122. Solution: (c)
Exp) Option c is correct. 
Statement 1 is incorrect: Debtors borrow money from 
creditors to pay the later with interest on a future date. 
During inflation when prices rise, the value of money goes 
down, the debtor pays less in real term than what they had 
borrowed. Thus, debtors are the gainers and creditors are 
the losers. 
Statement 2 is correct: When prices rise the producers, 
traders, entrepreneurs gain as price rise is faster than the 
cost of production in short-term. This results in increased 
employment. 
Statement 3 is correct: High inflation results in low 
interest rates. Low interest rates do not attract foreign 
investment. So, there is less supply of foreign currency 
and high demand, which results in depreciation of the 
local currency. 

123. Solution: (b)
Exp) Option b is correct. 
The economic survey 2020 described ‘cobweb theory’ to 
explain the price rise anomaly. “The farmers are caught 
in the cobweb phenomenon when they base their sowing 
decisions on prices witnessed in the previous marketing 
period,”. 

124.  Solution: (d)
Exp) Option d is correct. 
The Fisher effect describes the relationship between 
inflation and both real and nominal interest rates. 
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It postulates that the real interest rate is equal to the 
nominal interest rate minus the rate of inflation. 

125.  Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect: GDP deflator is a much 
broader and comprehensive measure compared to CPI 
and WPI. 
Statement 2 is correct: While WPI and CPI are available 
on a monthly basis, deflator comes with a lag (yearly or 
quarterly, after quarterly GDP data is released). 
Statement 3 is correct: The Gross Domestic Product 
(GDP) deflator is calculated by dividing nominal GDP 
by real GDP and then multiplying by 100. 
Statement 4 is correct: GDP deflator reflects the prices 
of all domestically produced goods and services in the 
economy. 

126. Solution: (c)
Exp) Option c is correct. 
Statement 1 is incorrect. The headline inflation measure 
demonstrates overall inflation in the economy including 
food and fuel. 
Statement 2 is correct. In India, there are three main 
components in WPI – Primary Articles (weight: 22.62%), 
Fuel & Power (weight: 13.15%) and Manufactured 
Products (weight: 64.23). 
Statement 3 is correct. It is in line with the 
recommendations of Urjit Patel Committee’s 
recommendations and subsequent amendment to the 
RBI Act, 1934 by the Government of India for targeting 
of Inflation in India) 

127. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct: Increasing CRR reduces the 
liquidity available with the banks. 
Statement 2 is incorrect: Checking hoarding activities 
is a valid measure to reduce inflation. However, it is the 
responsibility of the government and not the RBI. 
Statement 3 is correct: Repo rate is the rate at which 
banks borrow money from the RBI to meet short-term 
credit requirement. Increasing the repo rate will cause the 
banks to borrow less thereby reducing the money supply 
and inflation. 
Statement 4 is incorrect: When RBI buys government 
securities, more liquidity is injected into the economy and 
this can lead to an increase in inflation. 

128.  Solution: (b) 
Exp) Option b is correct. 
Statement 1 is correct. Inflation refers to the rise in the 
prices of most goods and services of daily or common 
use, such as food, clothing, housing, recreation, transport, 
consumer staples, etc. Inflation measures the average 
price change in a basket of commodities and services 
over time. 

Statement 2 is correct. Inflation is bad for lender and 
good for borrower. Inflation helps borrowers and hurt 
lenders. Inflation re-distributes wealth from creditors to 
lenders. 
Lenders suffers due to inflation. It is because the money 
they get paid back has less purchasing power than the 
money they loaned out. 
Statement 3 is incorrect. People on fixed salaries, fixed 
pensions etc will be negatively impacted by the inflation 
as they will be able to buy lesser. However, businessman 
and entrepreneurs may benefit from inflation as the price 
of final product rises. 
Knowledge Base: 
In India, inflation is primarily measured by two main 
indices — WPI (Wholesale Price Index) and CPI 
(Consumer Price Index) which measure wholesale and 
retail-level price changes, respectively. 

129.  Solution: (b) 
Exp) Option b is correct. 
Statement 1 is correct. Reflation is a fiscal or monetary 
policy enacted after a period of economic slowdown or 
contraction. Here the goal is to expand output, stimulate 
spending and curb the effects of deflation. Reflation 
policies can include reducing taxes, changing the money 
supply and lowering interest rates. 
Statement 2 is incorrect. Disinflation is slower rate of 
inflation. It means that there is still rise in prices but 
overall rate is slow. It is simply a slowing of Inflation. 
Statement 3 is incorrect. Deflation is a decrease in the 
general price levels of goods and services. It is opposite of 
Inflation. During deflation prices of goods and services 
tend to fall. 
Statement 4 is correct. Skewflation means that some 
sectors are facing inflation while other sectors of economy 
do not. 

130.  Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. It is a situation where the 
inflation rate is high, the economic growth rate slows 
down, and unemployment is also high. Stagflation = 
High Inflation + High Unemployment + Stagnant Growth. 
Statement 2 is incorrect. The best policy measure is to 
reduce income tax and corporate taxes as they tend to 
reduce labour costs and raise demand for labour and leads 
to higher growth. 

131. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: Business cycle is a 
macroeconomic concept that explains why and how 
economies fluctuate between best and worst levels 
of economic activities. It does not pertain to any one 
individual company but rather analyses the economy as 
a whole. 
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Statement 2 is incorrect: Inflation is at a low level in 
depression stage. Depression is characterized by extremely 
low levels of demand, and under such conditions inflation 
cannot be high. 
Statement 3 is correct: During the recovery stage of an 
economy, the investment level (GCF) slowly increases, 
and more jobs are created. This leads to an increase in 
income and savings of households. As a result demand 
and consumption of goods also increases. This leads 
to higher profits, even greater investment and higher 
incomes. If this continues further it may so happen that 
the demand peaks up to such a high level that it exceeds 
sustainable production/supply levels. This is called the 
boom stage. In this stage, there is a mismatch between 
demand and supply. This generally leads to a price rise 
and can also cause structural problems like shortage of 
investible capital, low savings, fall in standard of living etc. 

132.  Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. The Philips Curve provides 
a relationship between inflation and unemployment. 
The theory claims that with economic growth comes 
inflation, which in turn should lead to more jobs and less 
unemployment. 
Statement 2 is incorrect. The Phillips curve states that 
inflation and unemployment have a stable and inverse 
relationship. 
Statement 3 is correct. The original concept of Curve 
has been somewhat disproven empirically due to the 
occurrence of stagflation, when there are high levels of 
both inflation and unemployment. 

133. Solution: (b)
Exp) Option b is correct. 
Statement 1 is correct. A mismatch between demand and 
supply pulls up prices. Either the demand increases over 
the same level of supply, or the supply decreases with the 
same level of demand and thus the situation of demand-
pull inflation arises. 
For the monetarists demand pull inflation is creation 
of extra purchasing power of consumers over the same 
level of production. 
Statement 2 is correct. Demand pull inflation is the 
typical case of creating extra money, either through wage 
revisions at the micro level or through deficit financing 
of government’s expenditure via public borrowing or 
printing currency, without equivalent creation of extra 
production supply. Thus, government undertaking deficit 
financing of its expenditure can lead to demand pull 
inflation. 
Statement 3 is incorrect. Interest rate cuts by the Central 
Bank will amount easy availability of cheap credit in the 
economy, thus enhancing the money supply. Without 
addition to production supply, the increased money 
supply could lead to the scenario of “too much money 
chasing too little output” and could thus contribute to 
the creation of demand-pull inflation. 

Hence, as per monetarists, in a situation of demand-pull 
inflation or cost push inflation, governments take recourse 
to tighter monetary policy. This is basically intended to 
cut down the money supply by siphoning out the extra 
money from the economy (by RBI increasing the Cash 
Reserve Ratio of the Banks in India) or by making money 
costlier (by RBI increasing the Bank rate or Repo rate 
in India). Thus, instead of cutting the interest rates, 
Central banks increase the interest rates as a short-term 
measure to tackle inflation. 

134.  Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. 
Stagflation refers to an economy that is experiencing 
a simultaneous increase in inflation and stagnation of 
economic output. 
Statement 2 is correct. 
Depression is defined as a severe and prolonged recession. 
A recession is a situation of declining economic activity. 
Declining economic activity is characterized by falling 
output and employment levels. Generally, when an 
economy continues to suffer recession for two or more 
quarters, it is called depression. 
Statement 3 is correct. 
Both GDP and GNP shows negative growth during 
depression as the level of productivity in an economy 
falls significantly during a depression along with business 
failures and rising unemployment. 

135. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. As mentioned in the question, 
the international crude oil prices have been high. This 
would have contributed to an increase in transportation 
cost, which would have in turn increased the cost of 
goods and services. Hence, in such a case of inflation, 
governments tend to reduce excise duties on petrol and 
diesel to reduce transportation costs. This would then 
reflect in reduction of prices of goods and services in 
the economy. 
Thus, the government would not be driven to increase the 
excise duty on petrol and diesel in a situation of inflation. 
Statement 2 is correct. Import of perishable goods 
like onions from the international market would help 
increase the supply of such goods, thereby pushing 
down their prices. Hence, such a move will help in 
reducing the inflation. 
Statement 3 is correct. Rationalization of the Minimum 
Support Price policy would ensure that the production 
of crops in short supply, such as pulses, would be 
enough to meet the domestic demand in the future. 
This would thus increase the supply of such goods in the 
future thereby reducing inflationary pressures coming 
from such goods in the long run. Hence, such a move will 
help in tackling inflation in the long run. 
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136. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. Inflation increases employment in 
the short-run, but becomes neutral or even negative in the 
long run. 
Statement 2 is correct. Inflation has a neutral impact 
on the self-employed people in the short-run. But in the 
long-run they also get affected as the economy as a whole 
gets affected. 
Statement 3 is correct. Money loses value with increase 
in inflation and public start putting their money in the 
bank and as a result saving rate increase. But this happens 
as a short-term effect of inflation. 

137.  Solution: (c)
Exp) Option (c) is the correct answer. 
Depression in an economy can be characterised by: 
1) An extremely low aggregate demand in the economy 

causing activities to decelerate; 
2) The inflation being comparatively lower; 
3) The employment avenues start shrinking forcing 

unemployment rate to grow fast; 
4) To keep the business going, production houses go 

for forced labour-cuts or retrenchment (to cut down 
production cost and be competitive in the market,) 
etc. 

138. Solution: (d) 
Exp) Option (d) is the correct answer. 
Slowdown: A slowdown means that the pace of the GDP 
growth has decreased. 
Statement 1 is incorrect. An economic recession is 
broadly as a downturn in the GDP of a nation for at least 
two successive quarters, ie, 6 month. 
Statement 2 is incorrect. Slowdown is of two types - 
Cyclical and Structural 
Cyclical Slowdown - is a period of lean economic activity 
that occurs at regular intervals. 
Structural Slowdown - is a more deep-rooted 
phenomenon that occurs due to a one-off shift from an 
existing paradigm 

139. Solution: (b) 
Exp) Option b is correct. 
Option a is incorrect. Deflation is the scenario where 
prices contracts, for example, prices reduce by 1% instead 
of growing at 5%. 
Option b is correct. Disinflation is the scenario where 
inflation rate decelerates resulting in the growth of prices 
at a slower rate. For example, prices may grow at 1% 
instead of 5%. 
Option c is incorrect. Stagflation: It is the combination 
of inflation and rising unemployment. It is the 
macroeconomic condition when inflation rate is high and 
the growth rate is low resulting in high unemployment 
rate. 

Option d is incorrect. Reflation: It is the phenomenon 
where inflation returns after a period of deflation. 

140.  Solution: (d) 
Exp) Option d is correct. 
An increase in factor input costs (i.e., wages and raw 
materials) pushes up prices. The price rise which is 
the result of increase in the production cost is cost-
push inflation. Cost-push inflation means prices have 
been “pushed up” by increases in the costs of any of 
the four factors of production—labor, capital, land, or 
entrepreneurship (All he 4 options given above fall within 
the four factors of production which would lead to cost-
push inflation.). 

141. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect: Core inflation helps measure 
inflation after excluding the effects of temporary volatility, 
especially from prices of items such as fuel and food. For 
example, seasonal spikes in food prices may skew the 
inflation rate, but the effect is only transitory. The RBI’s 
action on rates, however, affects the economy with a lag, by 
which time the spikes in the price of those food items may 
have reversed. Viewing inflation after stripping out such 
volatility helps give it a better picture of the underlying 
trend in prices. 
Statement 2 is incorrect: Headline inflation is measured 
by CPI-combined. Headline inflation refers to the change 
in value of all goods in the basket. Core inflation excludes 
food and fuel items from headline inflation. 

142. Solution: (c)
Exp) Option c is correct. 
Statement 1 is incorrect. The Labour Bureau (and 
not Central Statistics Office), an attached office of the 
Ministry of Labour & Employment, released Consumer 
Price Index for Industrial Workers (CPI-IW). 
Statement 2 is correct. The Labour and Employment 
Ministry revised the base year of the Consumer Price 
Index for Industrial Workers (CPI-IW) from 2001 to 
2016. 
Statement 3 is incorrect. Recently, the weight of food 
and beverage was reduced from 46.2% to 39%, while 
spending on housing increased from 15.2% to 17%. 

3.4 Money Market and Capital Market

143. Solution: (a) 
Exp) Option a is correct 
Statement 1 is correct: SWFs is a fund of foreign 
currency to be invested in global assets. It is owned by 
the State and setup and managed by the Central Bank 
or a special purpose vehicle (SPV) of the government. 
Many SWFs have been outsourcing themselves. A July 
2010 report on Global Sovereign Wealth Funds from 
Cerulli Associates found that the Abu Dhabi Investment 
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Authority outsourcing 80% of its assets, while the Korea 
Investment Corporation outsources around one-third its 
assets and Norway’s Pension Fund – Global just 13%. 
Statement 2 is incorrect. 
The Norwegian Government Pension Fund is the largest 
of any sovereign wealth fund in the world. According to 
data from the SWF Institute, the fund contained more 
than $1.1 trillion as of January 2021. 
Second is China’s Investment Cooperation fund, which 
also manages a similarly large amount of assets of just 
above $1 trillion. 
Statement 3 is correct. India doesn›t have an external 
SWF because our reserves are not adequate for our 
needs and contingencies. At end-September 2020, India’s 
external debt was placed at US$ 556.2 billion and our 
forex reserves are $585.324 billion in the week of January 
1, 2021. 
National Investment and Infrastructure Fund (NIIF) is 
India’s SWF focused on Indian infrastructure with a focus 
on transportation (roads, ports and airports), energy, 
urban planning and other infrastructure and allied 
segments. 

144.  Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect: It’s a 25-year sovereign bond. 
It is an avenue for people to bring their money stashed 
offshore without fear of being prosecuted. Once they 
declare their offshore money, they will be asked to invest 
40 per cent of that amount in these elephant bonds. 
Statement 2 is correct: The fund will be utilised for 
infrastructure projects only. 
Statement 3 is correct: It was issued on the 
recommendation of Surjit Bhalla committee. The 
Committee has recommended “Elephant Bonds” as(a)
specialised security product providing funds towards 
Long Term Infrastructure. 

145. Solution: (c)
Exp) Option c is correct. 
Statement a is incorrect. The accumulation of money for 
future use is not investment. Instead it is actually saving. 
Statement b is incorrect. Saving does not carry risk while 
investment entails some risk. 
Statement c is correct. An investment is an asset or 
item that is purchased with the hope that it will generate 
income or appreciate in value at some point in the future. 
It is the act of leveraging money for a potential future gain 
and it entails some risk. 
Statement d is incorrect. The attempt to capitalize 
on market inefficiencies for short-term profit is not 
investment. Basically, it is speculation. 

146. Solution: (c)
Exp) Option c is correct. 
Statement a is correct. Net interest margin is a 
measurement comparing the net interest income a 

financial firm generates from credit products like loans 
and mortgages, with the outgoing interest it pays holders 
of savings accounts. 
Statement b is correct. If there’s a large demand for 
savings accounts compared to loans, net interest margin 
decreases, as the bank is required to pay out more interest 
than it receives. 
Statement c is incorrect. Monetary policies set by central 
banks heavily influence a bank’s net interest margins 
because they play a pivotal role in governing the demand 
for savings and credit. When interest rates are low, 
consumers are more likely to borrow money and less 
likely to save it leading to higher net interest margins and 
vice-versa. 
Statement d is correct. This metric helps prospective 
investors determine whether or not to invest in a given 
financial services firm by providing visibility into the 
profitability of their interest income versus their interest 
expenses. 

147. Solution: (c)
Exp) Option c is correct. 
Option a is incorrect. Bond yield is the return an investor 
gets on that bond or on a particular government security. 
Option b is incorrect. The major factors affecting the 
yield is the monetary policy of the Reserve Bank of India, 
especially the course of interest rates, the fiscal position 
of the government and its borrowing programme, global 
markets, economy, and inflation. 
Option c is correct. A rise in interest rates cause bond 
prices to fall, and bond yields to rise. Whereas a fall in 
interest rates makes bond prices rise, and bond yields fall. 
In short, a rise in bond yields means interest rates in the 
monetary system have fallen, and the returns for investors 
(those who invested in bonds and govt securities) have 
declined. 
Option d is incorrect. When bond yields go up, investors 
start reallocating investments away from equities and 
into bonds, as they are much safer. As bond yields rise, 
the opportunity cost of investing in equities goes up, and 
equities become less attractive. 

148. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct. The Over-The-Counter Exchange 
of India (OTCEI) is an electronic stock exchange based 
in India that consists of small- and medium-sized firms 
aiming to gain access to overseas capital markets, 
including electronic exchanges in the U.S. such as the 
NASDAQ. 
Large Company Restrictions: Companies with issued 
equity capital of more than 25 crore rupees ($3.3 million) 
are not allowed to be listed on OTCEI. 
Statement 2 is correct. Stocks that are listed on other 
exchanges will not be listed on the OTCEI and, 
conversely, stocks listed on the OTCEI will not be listed 
on other exchanges. 
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Knowledge Base: There is no central place of exchange, 
and all trading occurs through electronic networks. 

149.  Solution: (a)
Exp) Option a is correct. 
Pair 1 is correctly matched: Certificate of Deposit (CD) 
is a negotiable money market instrument and issued in 
dematerialized form or as a Usance Promissory Note 
against funds deposited at a bank or other eligible financial 
institution for a specified time period. CDs can be issued 
by (i) scheduled commercial banks {excluding Regional 
Rural Banks and Local Area Banks}; and (ii) select All-
India Financial Institutions (FIs) that have been permitted 
by RBI to raise short-term resources within the umbrella 
limit fixed by RBI. Banks have the freedom to issue CDs 
depending on their funding requirements. An FI can issue 
CD within the overall umbrella limit prescribed from 
time to time. 
Pair 2 is incorrectly matched: Commercial bills are 
drawn by one business firm to another. It is a written 
acknowledge of the debt by one firm to pay a specified 
sum of money to a particular other person/firm. These 
short-term instruments (generally 90 days), they are free 
marketable. Banks provide capital to firms by purchasing 
these at discounted price, this is called ‘discounting of 
bills’. 
Pair 3 is incorrectly matched: Commercial paper is a 
commonly used type of unsecured, short-term debt 
instrument issued by corporations generally to meet 
short-term liabilities like financing of payrolls, inventories 
etc. Generally Commercial papers have maturity less than 
270 days. 

150. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct: An exchange traded fund (ETF) is 
a type of security that tracks an index, sector, commodity, 
or other asset, but which can be purchased or sold on a 
stock exchange the same way a regular stock. 
Statement 2 is incorrect: ETF share prices fluctuate all 
day as the ETF is bought and sold; this is different from 
mutual funds that only trade once a day after the market 
closes. 
Statement 3 is incorrect: There is no upper limit on units 
in the basket of securities. An ETF can own hundreds or 
thousands of stocks across various industries, or it could 
be isolated to one particular industry or sector. 
Knowledge Base: 
India’s first corporate bond Exchange Traded Fund (ETF) 
- Bharat Bond ETF, comprises a basket of bonds issued 
by the CPSEs, CPSUs, CPFIs, and other government 
organizations. 

151. Solution: (b)
Exp) Option b is correct. 
Alternative Investment Fund or AIF means any fund 
established or incorporated in India which is a privately 

pooled investment vehicle which collects funds from 
sophisticated investors, whether Indian or foreign, for 
investing it in accordance with a defined investment 
policy for the benefit of its investors. 
Statement 1 is incorrect: Alternative Investment Funds 
(AIFs) are solely regulated by the Securities & Exchange 
Board of India (SEBI) and not by Reserve Bank of 
India. They are regulated by the SEBI via the Securities 
and Exchange Board of India (Alternative Investment 
Funds) Regulations, 2012 (also called AIF Regulations). 
Statement 2 is correct: Finance minister has announced 
an AIF for export-oriented small and mid-sized 
companies called the ‘Ubharte Sitaare’ fund with a size 
of `250 crore. The fund will be jointly sponsored by Exim 
Bank and SIDBI, and will invest by way of equity, and 
equity-like products in export-oriented units, both in the 
manufacturing and services sectors. 
Knowledge Base: 
AIFs are privately pooled funds for making investments. 
Established as body corporate, or trusts, company or 
limited liability partnership. 
Investors can be both Indian citizens or foreigners. 
Other Categories of AIFs: 
Category II: Debt Funds; Private Equity Funds; Real Estate 
Funds; Funds for distressed assets. These do not borrow 
for anything else other than operational requirements. 
Category III: Hedge Funds, PIPE Funds, etc. These use 
complex trading strategies and may employ leverage 
including through investment in listed or unlisted 
derivatives. 

152.  Solution: (c)
Exp) Option c is correct. 
The call money is usually availed for one day. If the bank 
needs funds for more days, it can avail money through 
notice market. Here, the loan is provided from two days 
to fourteen days. 
Statement 1 is correct. Participants in the call money 
market are banks and related entities specified by the 
RBI. Scheduled commercial banks (excluding RRBs), co-
operative banks (other than Land Development Banks) 
and Primary Dealers (PDs), are permitted to participate in 
call/notice money market both as borrowers and lenders. 
Payments Banks and Small Finance Banks are eligible to 
participate in the Call money market both as borrowers 
and lenders. Such eligibility is valid even prior to the 
completion of the process to get themselves included in 
the Second Schedule of Reserve Bank of India Act, 1934. 
Statement 2 is correct. Since the participants are banks, 
the call money rate tells about the overall liquidity position 
in the economy. Higher call rate indicates liquidity 
stress in the economy. In this case, the RBI may follow up 
with liquidity support measures by through its monetary 
policy instruments – cutting CRR (Cash Reserve Ratio) or 
allowing more repos. Hence, the call money rate is taken 
as the operating target of monetary policy. 
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153. Solution: (c)
Exp) Option c is correct. 
Statement a is correct. Reserve Bank, in consultation 
with the Government of India and Securities and 
Exchange Board of India (SEBI), proposes to introduce a 
separate channel, called the ‘Voluntary Retention Route’ 
(VRR), to enable FPIs to invest in debt markets in India. 
VRR is introduced to encourage Foreign Portfolio 
Investors (FPIs) to undertake long-term investments 
in Indian debt markets. Broadly, investments through 
the Route will be free of the macro-prudential and other 
regulatory prescriptions applicable to FPI investments in 
debt markets, provided FPIs voluntarily commit to retain 
a required minimum percentage of their investments in 
India for a period of their choice. Participation through 
this Route will be entirely voluntary. 
Statement b is correct. The total amount that may be 
invested via the Route shall be decided by the Reserve 
Bank from time to time based on macro-prudential 
considerations and assessment of investment demand. 
Statement c is incorrect. The minimum retention period 
shall be three (and not 10) years, or as decided by RBI 
(and not SEBI) for each auction. 
Statement d is correct. Eligible investors: Any entity 
registered as an FPI with SEBI is eligible to participate 
through this Route 

154. Solution: (c)
Exp) Option c is correct. 
Option c is correct. An Indian Depository Receipt 
(IDR) is issued by a domestic depository in India and 
denominated in Rupees. It represents an ownership 
interest in a fixed number of underlying equity shares 
of the Issuing Company. Since foreign companies are not 
allowed to list on Indian equity markets, IDR is a way to 
own shares of those companies. A foreign company issues 
and deposits new shares with an Indian depository (say, 
National Securities Depository Ltd (NSDL) or Central 
Depository Service Ltd or CDSL), Such a depository then, 
in turn, issues equivalent shares in rupees to investors in 
India. Much like an equity share, it is an ownership pie of 
a company. 

155. Solution: (a)
Exp) Option a is correct. 
Statement 1 is incorrect: A municipal bond is a kind 
of debt instrument where investors offer loans to 
local governments. They are issued by civic bodies for 
specific projects and usually have a 10-year tenure.  
Statement 2 is correct. As per SEBI rules, “any municipality 
or any statutory body or board or corporation, authority, 
trust or agency established or notified by any central or 
state Act or any SPV notified by the state government 
or central government,” would be eligible to issue 
Municipal Bonds. The market regulator has mandated 
that the municipal bonds must have a rating above the 
investment-grade for the public issue. 

Statement 3 is incorrect: Municipal bonds are traded 
both in the primary market and secondary market. But 
the issue size is not very high there is very less liquidity in 
the secondary market. It thus makes it difficult to invest 
through secondary market. 

156. Solution: (b)
Exp) Option b is correct. 
Statement 1 is incorrect. FCCBs are bonds issued by 
listed companies in the overseas market. A convertible 
bond is a mix between a debt and equity instrument. 
These bonds can be issued along with a call option 
(whereby the right of redemption lies with the bond issuer) 
or put options both (whereby the right of redemption lies 
with bondholder). 
Statement 2 is correct. It acts like a bond by making 
regular coupon and principal payments, but these bonds 
also give the bondholder the option to convert the bond 
into stock. 
Statement 3 is correct. FCCBs usually carry clauses 
which allow the issuer or bondholder the option to 
convert the bonds into shares mid-way during its term, 
at a pre-agreed price only. 
Knowledge Base: A foreign currency convertible bond 
(FCCB) is a convertible bond that is issued in a foreign 
currency, which means the principal repayment and 
periodic coupon payments will be made in a foreign 
currency. For example, an American listed company that 
issues a bond in India in rupees has, in effect, issued an 
FCCB. 

157. Solution: d 
Exp) Option d is correct 
A credit default swap (CDS) is an instrument of risk 
management in which an investor “swaps” or offsets his 
credit risk with that of another investor. 
Suppose person A has invested in a corporate bond. But he 
is not certain that the borrower is going to pay the interest 
or the principal amount on time. To hedge his risks, person 
A approaches person B, who agrees to reimburse person 
A in case the borrower defaults on his payments. In return 
person A agrees to pay person B monthly premiums till a 
certain maturity date. Person A and Person B are said to 
be in a credit default swap contract. 
It must be remembered that the seller of the CDS will 
make the payment to the buyer only in case of credit 
default by the borrower (or any other credit event defined 
in the CDS contract). If there is no credit default, the seller 
of the CDS would gain and the buyer of the CDS would 
lose because of the premium payments that were made by 
the buyer to the seller. 
Swaps are a sub-set of derivatives, in which two parties 
agree to exchange/swap their cash flows, in a bid to 
reduce their respective financial risks arising from their 
investments. They are exceedingly popular because 
they give a great deal of flexibility for investors, who are 
otherwise constrained by their financial objectives and 
risk appetites. 
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158. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct. A bilateral netting agreement 
enables two counterparties in a financial contract to 
offset claims against each other to determine a single 
net payment obligation due from one counterparty to 
the other. In India, Bilateral contracts constitute 40% 
of total financial contracts, while multilateral contracts 
constitute 60%. 
Statement 2 is incorrect. Earlier, Indian financial 
contract laws did not permit bilateral netting, however, 
they did allow multi-lateral netting. However, the 
Bilateral Netting of Qualified Financial Contracts Bill, 
2020, recently passed by the Parliament, provides an 
unambiguous legal framework for bilateral netting and 
would result in huge savings for the participants, besides 
reducing the overall risk. 
Knowledge Base: 
Advantages of bilateral netting: 
1. Reduction in counter-party credit risk exposure will 

strengthen resilience of the financial sector. 
2. Encourage price efficiency of derivative products 

and enable banks to increase credit limits for 
counterparties and clients. 

3. Facilitate development of the corporate bond 
market. 

4. Enable simplification of business exits by improving 
the recovery mechanism. 

159. Solution: (c)
Exp) Option c is correct. 
Statements a, b and d are correct. The secured overnight 
financing rate (SOFR) is a benchmark interest rate for 
dollar-denominated derivatives and loans. It is expected 
to replace the London interbank offered rate (LIBOR) 
by the end of 2021. It is based on transactions in the 
Treasury repurchase market and collateral are provided 
to borrow cash. It is seen as preferable to LIBOR since it is 
based on data from observable transactions rather than 
on estimated borrowing rates. 
Statement c is incorrect. It is a not collateral-free window 
for banks to borrow from RBI in an emergency situation. 
Rather it is a benchmark interest rate for dollar-
denominated derivatives and loans. 
Knowledge Base: 
London Inter-bank Offered Rate (LIBOR) is an average 
interest rate that is calculated based on estimates provided 
by the leading banks in London. It is a benchmark interest 
rate at which major global banks lend to one another in 
the international interbank market for short-term loans. 

160. Solution: (d)
Exp) Option d is correct 
Option a is incorrect. Sweat Share is a share given to the 
employees of the company without any charge. 
Option b is incorrect. Scrip Share is a share given to the 

existing shareholders without any charge—also known as 
bonus share. 
Option c is incorrect. Offer for sale (OFS) is a method 
of share sale through the exchange platform for listed 
companies, to make it easier for promoters of publicly-
traded companies to cut their holdings and comply with 
the minimum public shareholding norms of SEBI order. 
Government also started using this route to divest its 
shareholding in public sector enterprises. 
Option d is correct. Initial Public Offer (IPO) refers to 
the process of offering shares of a private corporation to the 
public in a new stock issuance which provide companies 
with an opportunity to obtain capital by offering shares 
through the primary market. 

161. Solution: (b)
Exp) Option b is correct. 
Statement 1 is incorrect: Rights issue is an invitation to 
existing shareholders to purchase additional new shares 
in the company. Thus, under this mechanism additional 
capital is raised from existing shareholders. This type of 
issue gives existing shareholders securities called rights. 
Statement 2 is correct: With the issued rights, the 
shareholder can purchase new shares at a discount to the 
market price on a stated future date. 
Knowledge Base: 
Rights issue results in quicker collection of additional 
funds for the companies. As, there is no requirement of 
shareholders’ meeting and an approval from the board of 
directors is sufficient and adequate. 

162. Solution: (d)
Exp) Option d is correct. 
Statement 1 is correct: The International Financial 
Services Centres Authority (IFSCA) is a statutory body 
established on April 27, 2020 under the International 
Financial Services Centres Authority Act, 2019. It is 
headquartered at GIFT City, Gandhinagar in Gujarat. 
Statement 2 is correct: It will consist of nine members 
appointed by the central government. They will include 
chairman of authority, a member each from RBI, SEBI, 
IRDAI, PFRDA; two members from the ministry of finance 
and two members will be appointed on recommendation 
of a selection committee. 
Statement 3 is correct: The IFSCA regulates financial 
products and financial institutions which have been 
previously approved by any appropriate regulator such 
as RBI, SEBI etc., in IFSC. It may also recommend to the 
central government any other financial products, financial 
services, or financial institutions, which may be permitted 
in an IFSC. 
Knowledge Base: 
Term: All members of the IFSC Authority will have a term 
of three years, subject to reappointment. 
This single window regulatory institution would 
accelerate the development of India’s first IFSC at GIFT 
City, Gandhinagar. 
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163. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. An investment is essentially an 
asset that is created with goal of generating income and 
increasing value over time. It can include bonds, stocks, 
real estate property, or a business among several other 
examples. It always concerns the outlay of some asset 
today (time, money, effort, etc.) in hopes of a greater 
payoff in the future than what was originally put in. 
Statement 2 is incorrect. Unlike an Investment which 
always concerns the outlay of some assets like time, money 
or effort in hopes of a greater payoff in the future than 
what was originally put in, a transfer payment includes 
no goods or services exchanged. The latter thus, is a ‘one-
way transfer’ which doesn’t lead to the ownership of any 
resource like Land. Ex.: PM KiSaN scheme. 

164. Solution: (a) 
Exp) Option a is correct. 
A vulture fund is an investment fund that seeks out and 
buys securities in distressed investments, such as high-
yield bonds in or near default, or equities that are in or 
near bankruptcy. A vulture fund invests in assets whose 
prices have been severely depressed in the market. 
The goal is to ‘swoop in’ and pick up underpriced shares 
that are perceived to have been oversold to make high-risk 
but potentially high-reward bets. 

165. Solution: (b) 
Exp) Option b is correct. 
Option a is correct. Certificate of Deposits (CDs) can 
be issued by scheduled commercial banks (excluding 
Regional Rural Banks and Local Area Banks). The 
maturity period of CDs issued by banks should not be 
less than 7 days and not more than one year, from the 
date of issue. 
Option b is incorrect. CDs are negotiable and tradable 
in money market. There is no lock-in period for the CDs. 
Option c is correct. Some Financial Institutions (FIs) 
have been permitted by RBI can issue CDs to raise short-
term resources for a maturity period above 1 year and 
upto 3 years. 
Option d is correct. Minimum amount of a CD should 
be Rs.1 lakh, i.e., the minimum deposit that could be 
accepted from a single subscriber should not be less than 
Rs.1 lakh, and in multiples of Rs. 1 lakh thereafter. 

166. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. Commercial Paper (CP) is an 
unsecured money market instrument issued in the form 
of a promissory note. It was introduced in India in 1990 
with a view to enable corporate borrowers to diversify 
their sources of short-term borrowings and to provide 
an additional instrument to investors. 
Statement 2 is correct. Corporates, primary dealers 
(PDs) and the All-India Financial Institutions (FIs) are 
eligible to issue CP. 

Statement 3 is correct. All eligible participants shall 
obtain the credit rating for issuance of Commercial Paper 
from credit rating agencies like CRISIL, ICRA etc. as may 
be specified by the Reserve Bank of India from time to 
time, for the purpose. 

167. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct. Call money market is an inter-
bank money market where funds are borrowed and lent, 
generally, for one day. Banks resort to these types of loans 
to fill the asset liability mismatch, comply with the 
statutory CRR and SLR requirements and to meet the 
sudden demand of funds. The scheduled commercial 
banks and cooperative banks act in this market as both 
the borrowers and lenders. Whereas, LIC, GIC, Mutual 
Funds, NABARD are allowed to operate as only lenders 
in this market. 
Statement 2 is incorrect. The call money rate is affected 
by the demand and supply of liquidity in the market. 
A tight liquidity condition leads to a rise in call money 
rate and vice versa) 

168. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. Mutual funds operate in both the 
money market as well as capital market. Hence, they are 
regulated by both the Reserve Bank of India (RBI) and 
Securities and Exchange Board of India (SEBI). Mutual 
funds are compulsorily registered with SEBI, which acts 
as a first wall of defence for investors. 
Statement 2 is incorrect. A close-ended fund issue units 
to investors only once, when they launch an offer. Then, 
these units are listed on the stock exchange, where they 
are traded on a daily basis. 
Statement 3 is incorrect. The mutual funds allot the units 
to investors for their investment made, at a price based 
on the Net Asset Value (NAV). NAV is the total value of 
investments in a scheme divided by the total number of 
units issued to investors in the scheme. In open-ended 
mutual funds, the investors can buy and sell units 
anytime they intend to. Hence, the NAV changes on a 
daily basis. 

169. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. Initial public offering is the 
process by which a private company can go public by sale 
of its stocks to general public. It could be a new, young 
company or an old company which decides to be listed 
on an exchange and hence goes public. 
Statement 2 is correct. A company offering its shares 
to the public is not obliged to repay the capital to public 
investors. The investors become part owners of the 
company. Companies raise equity capital with the help 
of an IPO by issuing new shares for the first time to the 
public. The existing shareholders can sell their shares to 
the public without raising any fresh capital. 
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170. Solution: (c) 
Exp) Option c is correct. 
The reasons why Participatory Notes became such a 
popular route for foreign investors to invest in the Indian 
security market: 
• One of the primary reasons for the emergence of 

the PN (an ‘off-shore derivative instrument’, i.e., an 
ODI) is the restrictions on foreign investments. 
For example, a foreign investor intending to make 
portfolio investments in India was required to seek 
FII registration for which he is required to meet 
certain eligibility criteria. Lack of full Capital Account 
Convertibility further enhances the entry barriers 
from the perspective of a foreign investor. Hence, 
statement 1 is correct. 

• Besides reducing transactions costs, PNs also 
provide customised tools to manage risk, lower 
financing costs and enhance portfolio yields. For 
instance, PNs can also be designed for longer 
maturities than are generally available for exchange 
traded derivative. Hence, statement 2 is correct. 

• It was a highly ‘safe and lucrative route’ to invest 
the ‘unaccounted’, ‘even illegal’ money into the 
Indian security market for huge profits (during the 
booming period). Experts even imagined that it may 
be allowing the ‘black money’ of India (stashed away 
from India through ‘hawala’ kind of illegal channels 
and deposited in the tax havens of the world in ‘Swiss 
Bank’ kind of financial institutions) to get invested 
back in the market. 

171.  Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. ETFs are a mix of open-ended and 
close-ended mutual funds. ETFs, like close-ended funds, 
are listed and traded on a stock exchange on a daily basis. 
Statement 2 is incorrect. Commodities, like gold, are 
widely traded in ETFs. There isn’t any physical delivery 
of commodity. The investor is just provided with an ETF 
certificate, similar to a stock certificate. 

172. Solution: (d) 
Exp) Option d is correct. 
Statement a is correct. It is a private equity capital which 
lends capital to entrepreneurs. Start up companies need 
a certain amount of investment. Many times, they cannot 
get this funding from conventional set-ups like banks etc. 
This is where the role of venture capital funding becomes 
important. 
Statement b is correct. This funding is generally for(a)
long-term duration. Wealthy investors are like to invest 
their capital in new businesses. This capital is known 
as venture capital and the investors are called venture 
capitalists. 
Statement c is correct. Such investments are risky as they 
are illiquid, but are capable of giving impressive returns 
if invested in the right venture. The returns to the venture 
capitalists depend upon the growth of the company. 

Statement d is incorrect. Venture capitalists have the 
power to influence major decisions of the companies 
they are investing in as it is their money at stake. 

173. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. On August 23, 2019, the Ministry 
of Finance announced that start-ups registered with the 
Department for Promotion of Industry and Internal 
Trade (DPIIT) would be exempted from paying Angel 
Tax. This was done to give boost to the start-up ecosystem 
in the country. 
Statement 2 is correct. Start-ups that invest in shares 
and securities are not eligible for Angle Tax exemption. 
Moreover, start-ups with overseas ties or foreign 
subsidiaries are barred from making a capital contribution 
to any entity. 

174. Solution: (b) 
Exp) Option b is correct. 
Green shoe Option: A provision under which a 
company issuing shares for the first time is allowed to 
sell some additional shares to the public—usually 15 per 
cent, is also known as over-allotment provision. It gets 
its name from the first company (Green shoe Company, 
USA) which was allowed such an option. 
Option a is incorrect. Subscribed Capital:- The amount 
actually paid by the shareholders or have been committed 
by them for contribution. 
Option c is incorrect. Spread:- The difference between 
the buying and selling prices of a share is called spread. 
Higher the liquidity of a share lowers its spread and vice 
versa. Also known as Jobber’s Turn or Margin or Haircut. 
Option d is incorrect. Kerb Dealing:- The transactions 
of stocks which take place outside the stock exchanges—
unofficially and take place after the normal trading hours. 

175. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct: Banks can avail overnight (one 
day) loans in the call money market through inter-bank 
transaction. If the loan is provided for 2 to 14 days, it is 
called ‘Notice Money’. Banks use this short-term financial 
loan to meet statutory reserve requirements or in response 
to sudden shortfall in cash on any particular day. The call 
money market is an important segment of the money. 
market where borrowing and lending of funds take place 
on overnight basis. 
Statement 2 is correct: The RBI allowed RRBs to 
participate in call money market in December 2020.. They 
were so far not permitted to access the liquidity windows 
of the Reserve Bank as well as the call/notice money 
market. 

176. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. The primary market is also known 
as a new issue market. Here securities are issued by 
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companies for the first time. In the primary market, the 
money raised goes directly to the issuer of the securities. 
The amount that is received from the securities becomes 
capital for a company. Investment bankers do the selling 
in a primary market. 
Statement 2 is correct. The secondary market is known as 
after issue market. Here, the investors and traders buy 
and sell the securities among themselves. Depending 
upon the demand and supply of the securities traded 
the prices in the secondary market vary. The securities 
in the primary market can only be sold once, while in 
the secondary market sale and purchase is an ever-going 
process. 

177.  Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. A mutual fund is a company that 
pools money from many investors and invests the money 
in securities such as stocks, bonds, and short-term debt 
. The Mutual funds are registered with SEBI. They are run 
by group of qualified people who form a company. called 
an asset management company (AMC). 
Statement 2 is correct. A hedge fund is a pool of money 
that takes both short and long positions, buys and sells 
equities, initiates arbitrage, and trades bonds, currencies, 
convertible securities, commodities and derivative 
products to generate returns at reduced risk. As the name 
suggests, the fund tries to hedge risks to investor’s capital 
against market volatility by employing alternative 
investment approaches. 
Hedge fund investors typically include high net worth 
individuals (HNIs) and families, endowments and 
pension funds, insurance companies, and banks. 

178.  Solution: (a)
Exp) Option a is correct. 
Statement 1 is incorrect. The Securities and Exchange 
Board of India is a statutory body. It was established on 
April 12, 1992 in accordance with the provisions of the 
Securities and Exchange Board of India Act, 1992. 
Statement 2 is correct. SEBI registers and regulates the 
working of the depositories, custodians of securities, 
foreign institutional investors, credit rating agencies and 
such other intermediaries as the Board may specify. 
Statement 3 is correct. It may call for information, 
undertake inspection, conduct inquiries and audits of 
the stock exchanges, mutual funds, intermediaries and 
self-regulatory organisations in the securities market. 
Statement 4 is correct. 
The Board shall have the same powers as are vested in a 
civil court under the Code of Civil Procedure, 1908, while 
trying a suit, in respect of the following matters, namely - 
• The discovery and production of books of account 

and other documents, at such place and such time as 
may be specified by the Board; 

• Summoning and enforcing the attendance of persons 
and examining them on oath; 

• Inspection of any books, registers and other 
documents of any person or a company. 

179.  Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect: A large share of revenue deficit 
in fiscal deficit indicates that a large part of borrowing is 
being used to meet its consumption expenditure needs 
rather than investment. 
Statement 2 is correct: Primary deficit is simply the fiscal 
deficit minus the interest payments. The goal of measuring 
primary deficit is to focus on present fiscal imbalances. 
Gross primary deficit = Gross fiscal deficit – Net interest 
liabilities. 
Statement 3 is correct: If an economy experiences a 
recession and the GDP falls, tax revenues fall because 
firms and households pay lower taxes when they earn less. 
This means that the deficit increases in a recession and 
falls in a boom, even with no change in fiscal policy. 

180. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. The Forward Markets 
Commission (FMC) was merged with Securities 
and Exchange Board of India (SEBI) in 2015. It was 
done to create a unified regulator for commodities and 
capital markets which will help streamline monitoring of 
commodity futures trading and curb wild speculations. 
Statement 2 is correct. 
National Commodity and Derivatives Exchange 
Limited (NCDEX) primarily deals with agricultural 
commodities. It currently holds nearly 78 percent of 
market share in agriculture commodity segments. Life 
Insurance Corporation of India (LIC), National Bank 
for Agriculture and Rural Development (NABARD), 
National Stock Exchange (NSE) are some of the major 
shareholders in NCDEX. 

181.  Solution: (b) 
Exp) Option b is correct. 
Statement 1 is correct. Public issue is a public offer open 
for all Indian citizens. It is the most broad-based method 
of raising capital. 
Statement 2 is incorrect. Rights issue is used to raise 
capital from the existing shareholders of a company. It is 
a preferential kind of issue restricted to a certain category 
of the public only. 
Statement 3 is incorrect. Private placement raises capital 
from select Financial Institutions and individuals. This is 
done through a process of direct negotiations. 
Companies can also place their shares to the Foreign 
Institutional Institutions. It is a quick way to source 
foreign exchange in India. 

182. Solution: (c) 
Exp) Option c is correct. 
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Statement 1 is correct. Equity financing allows a 
company to acquire funds without incurring debt. On 
the other hand, issuing a bond does increase the debt 
burden of the bond issuer because contractual interest 
payments must be paid. And unlike dividends, they 
cannot be reduced or suspended. 
Statement 2 is correct. Debt instruments are tools, 
an individual, government entity, or business entity 
can utilize for the purpose of obtaining capital. Debt 
instruments provide capital to an entity that promises to 
repay the capital over time. Credit cards, credit lines, 
loans, and bonds can all be types of debt instruments. 
Typically, the term debt instrument focuses on debt 
capital raised by institutional entities. Institutional entities 
can include governments and both private and public 
companies. 

183.  Solution: (b) 
Exp) Option b is correct. 
Futures are exchange-traded contracts to sell or buy 
financial instruments or physical commodities for a 
future delivery at an agreed price. There is an agreement 
to buy or sell a specified quantity of financial instrument 
commodity in a designated future month at a price agreed 
upon by the buyer and seller. 
A derivative is an instrument whose value is derived from 
the value of one or more underlying instrument, which 
can be commodities, precious metals, currency, bonds, 
stocks, stocks indices, etc. Four most common examples 
of derivative instruments are Forwards, Futures, 
Options and Swaps. 
A forward contract is a customized contract between 
two parties, where settlement takes place on a specific 
date in future at a price agreed today. They are bilateral 
contracts and hence exposed to counter-party risk. The 
contract has to be settled by delivery of the asset on 
expiration date. 
An option is a derivative, a contract that gives the 
buyer the right, but not the obligation, to buy or sell the 
underlying asset by a certain date (expiration date) at a 
specified price. 
A swap is a derivative contract between two parties 
that involves the exchange of pre-agreed cash flows of 
two financial instruments. The cash flows are usually 
determined using the notional principal amount 

184. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. An IDR is an instrument 
denominated in Indian Rupees in the form of a depository 
receipt created by a Domestic Depository (custodian of 
securities registered with the Securities and Exchange 
Board of India) against the underlying equity shares of 
issuing company to enable foreign companies to raise 
funds from the Indian securities Markets. 
Statement 2 is correct. IDRs are regulated by the SEBI. It 
has issued guidelines for disclosure with respect to IDRs 

and notified the model listing agreement to be entered 
between Stock Exchange and the foreign issuer specifying 
continuous listing requirements. 
Statement 3 is correct. The IDRs are required to be listed 
on at least one stock exchange in India, having nationwide 
terminals. 

185. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. Real Estate Investment Trust 
refers to an entity created with the sole purpose of 
channelling investible funds into operating, owning or 
financing income-producing real estate projects. REITs 
are modelled on the lines of mutual funds that provide 
investors with a way to get a stake in real estate. REITs can 
enlist themselves on a stock exchange. 
Statement 2 is correct. The Union Budget for 2021-22 
proposed permitting foreign portfolio investors an entry 
into debt financing of REITs and InvITs. It also proposed 
to exempt taxes on dividends on REITs and InvITs, 
which will make such investment vehicles attractive and 
lucrative for investors. 

186. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. Corporatisation and 
Demutualisation of Stock Exchanges means the 
separation of ownership, management and trading rights 
in the stock exchanges. 
It leads to greater transparency in dealings and market 
discipline. 
Statement 2 is correct. It reduces conflicts of interest, 
creates greater management accountability, and takes 
into consideration the interest of other players. 

187. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. Angel investor is an investor 
who provides financial backing to entrepreneurs for 
‘starting their business’. A new term in India’s financial 
market, introduced in the Union Budget 2013–14 which 
announced that SEBI will soon prescribe the provisions by 
which the angel investor can be recognised as Category I 
AIF 13 venture capital funds. 
Statement 2 is incorrect. Angel investors are usually 
found among an entrepreneur’s family and friends but 
they may be from outside also. The capital they provide 
can be a one-time injection of seed money or ongoing 
support to carry the company through difficult times—in 
exchange they may like owning share in the business or 
provide capital as loan. 
Statement 3 is correct. Angel investors are a part 
of alternative investment funds, and are regulated 
by SEBI. Angel investor are focused on helping the 
business succeed, rather than reaping a huge profit 
from their investment. Angel investors are essentially the 
exact opposite of a venture capitalist in their ‘intention’ 
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(who has high profit prospects as their prime focus). 
But in one sense both—an angel investor and a venture 
investor—serve the same purpose for the entrepreneur 
(who is in dire need of investible capital). 

188. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is correct. IFC issued the Masala Bonds in 
global capital markets outside India to raise money and 
lend to Indian companies thereby diversifying and adding 
choice of funding sources for Indian borrowers under 
External Commercial Borrowing (ECBs). 
According to Reserve Bank of India’s statistics, Masala 
bonds accounted for 39% of the total external fund raising 
of $7.39 billion by Indian companies during Q4FY2017. 
Statement 2 is correct. Unlike other External Commercial 
Borrowings (ECBs) like commercial bank loans, buyers’ 
credit, suppliers’ credit, securitized instruments such as 
Floating Rate Notes and Fixed Rate Bonds etc., which 
have to be taken as foreign currency loans and repaid 
similarly, Masala bonds enable Indian companies to 
take in rupees and return in rupees. Thereby, effectively 
putting the currency risk on Foreign investors. 
Statement 3 is incorrect. Recently, IFC issued a 15-
year Masala Bond on London Stock Exchange. IFC has 
previously issued Masala bonds in maturities of three, 
five, seven, and 10 years. The latest 15-year bonds mark 
the latest step in IFC’s efforts to extend the yield curve and 
set a pricing benchmark for future issuances with similar 
maturities. IFC’s 15-year masala bond demonstrates long-
term investor confidence in India’s growth, 

189. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. Exchange Traded Funds (ETFs) 
are a mix of open-ended and close-ended mutual funds. 
They, like the close-ended funds, are listed and traded on 
stock exchanges like shares on a daily basis. 
Statement 2 is incorrect. Gold exchange-traded funds 
(ETFs) has the benefit of investing in gold paper as 
opposed to holding it as jewellery. Gold ETFs are 
backed by physical holdings of gold. The ETFs are listed 
on India’s National Stock Exchange and Bombay Stock 
Exchange and most of them have a minimum individual 
share size of one gram. 
Statement 3 is correct. CPSE ETF is an exchange-traded 
fund that invests in 12 state-owned companies that are 
a part of the Nifty CPSE index. It runs a concentrated 
portfolio with a handful of stocks having weights as high 
as 20 per cent on the underlying index. The portfolio is 
concentrated towards the energy and oil sector. It has 
invested in the shares of BHEL, Coal India, NBCC, NLC 
India, NTPC, Oil India, ONGC, SJVN, Cochin Shipyard, 
NHPC, NMDC, PowerGrid. 

190. Solution: (a) 
Exp) Option a is correct. 

Statement 1 is correct. Angel investors are individuals 
who invest in start-up businesses in the early stages. 
Angel investors are a class of well-to-do investors, usually 
experienced industry folk who take equity stakes in start-
ups. They invest in Seed rounds and also Series A rounds 
of financing of new companies. 
Statement 2 is incorrect. Angel Funds in India, are 
regulated by SEBI, which lumps them with venture 
capital funds, small and medium enterprise (SME) funds, 
social impact funds and sundry other funds, under the 
umbrella regulations for Alternative Investment Funds 
(AIFs). 

191.  Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. 
Call money is short term finance repayable on demand, 
with a maturity period of one day to fifteen days, used for 
inter-bank transactions. 
Statement 2 is incorrect. A Treasury bill is basically an 
instrument of short-term borrowing by the Government 
of India maturing in less than one year. Treasury bills are 
issued in the form of a promissory note. They are highly 
liquid and have assured yield and negligible risk of default. 
Statement 3 is correct. 
The interest rate paid on call money loans is known as the 
call rate. It is a highly volatile rate that varies from day-
today and sometimes even from hour-to hour. 

192. Solution: (d)
Exp) Option (d) is the correct answer. 
Financial markets in every economy are having two 
separate segments today, one catering to the requirements 
of short-term funds and the other to the requirements of 
long-term funds. 
Statement 1 is incorrect. The short-term financial market 
is known as the money market, while the long-term 
financial market is known as the capital market. 
Statement 2 is incorrect. The short-term financial market 
i.e. the money market fulfils the requirements of funds for 
a period upto 364 days while long-term financial market 
i.e. the capital market does the same for the period above 
364 days. 

193. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: IPO is the selling of securities 
to the public in the primary market. Secondary market 
refers to transactions where one investor buys shares 
from another investor at the prevailing market price or 
at an agreed price. The shares are bought and sold in the 
secondary market on the stock exchanges. 
Statement 2 is correct: A rights issues is a mechanism 
by which companies can raise additional capital from 
existing shareholders. Rights issue allows the existing 
shareholders the right to invest first in the company. 
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194. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct: InvITs can act as an efficient 
investment vehicle to enable long-term funds for 
infrastructure creation, from both retail investors and 
global institutional funds. 
Statement 2 is correct: The InvITs are regulated by the 
SEBI (Infrastructure Investment Trusts) Regulations, 
2014. 
Statement 3 is incorrect: A retail or even a large 
financial investor may not be typically able to invest in 
infrastructure projects such as roads, power, energy etc. 
InvITs enable these investors to buy a small portion of the 
units being sold by the fund. 

195. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct. The money market fulfils the 
requirements of funds for the period upto 364 days. 
They are needed for day-to-day fund mismatches of the 
enterprises; hence they are also called as the working 
capital market. 

Statement 2 is incorrect. Money market in India has two 
segments i.e., organized and unorganized. The activities 
of the unorganized money market are not regulated 
like the organized segment. But they are recognized by 
the government. Unorganised money market includes 
unregulated non-bank financial intermediaries like chit 
funds. It also includes indigenous bankers like Shroffs 
and Chettiars. Local money lenders are also part of the 
unorganized money market. 
Statement 3 is correct. Trading in money market is done 
on discount rate. Discount rate is determined by the 
market and guided by the availability of and demand 
for the cash in the day-to-day trading. The repo rate of 
the Reserve Bank of India works as the guiding rate for the 
current discount rate. 
Statement 4 is incorrect. In the money market the 
financial assets, which have quick conversion quality 
into money and carry minimal transaction cost, are 
also traded. Money market is where short-term lending 
and borrowing take place between the cash-surplus and 
cash-scarce sides. 
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4.1. Previous Years Questions

1. The Multi-dimensional Poverty Index developed 
by Oxford Poverty and Human Development 
Initiative with UNDP support covers which of the 
following?  [UPSC CSE Pre. 2012]
1. Deprivation of education, health, assets and 

services at household level 
2. Purchasing power parity at national level 
3. Extent of budget deficit and GDP growth rate at 

national level 
Select the correct answer using the codes given 
below: 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

2. Disguised unemployment generally means 
[UPSC CSE Pre. 2013]

(a) large number of people remain unemployed 
(b) alternative employment is not available 
(c) marginal productivity of labour is zero 
(d) productivity of workers is low 

3. To obtain full benefits of demographic dividend, 
what should India do?  [UPSC CSE Pre. 2013]
(a) Promoting skill development 
(b) Introducing more social security schemes 
(c) Reducing infant mortality rate 
(d) Privatization of higher education 

4. Consider the following statements: Human capital 
formation as a concept is better explained in terms 
of a process which enables   [UPSC CSE Pre. 2018]
1. individuals of a country to accumulate more 

capital. 
2. increasing the knowledge, skill levels and 

capacities of the people of the country. 
3. accumulation of tangible wealth. 
4. accumulation of intangible wealth. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 only 
(c) 2 and 4 only 
(d) 1, 3 and 4 only 

5. In a given year in India, official poverty lines are 
higher in some States than in others because

[UPSC CSE Pre. 2019]
(a) poverty rates vary from State to State 
(b) price levels vary from State to State 

(c) Gross State Product varies from State to State 
(d) quality of public distribution varies from State 

to State 

6. With reference to the Indian economy after 
the 1991 economic liberalization, consider the 
following statements:  [UPSC CSE Pre. 2020]
1. Worker productivity (Rs. per worker at 2004 

-05 prices) increased in urban areas while it 
decreased in rural areas. 

2. The percentage share of rural areas in the 
workforce steadily increased. 

3. In rural areas, the growth in non -farm economy 
increased. 

4. The growth rate in rural employment decreased 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 3 and 4 only 
(c) 3 only 
(d) 1, 2 and 4 only 

7. ‘Pradhan Mantri Jan-Dhan Yojana’ has been 
launched for   [UPSC CSE Pre. 2015]
(a) providing housing loan to poor people at cheaper 

interest rates. 
(b) promoting women’s Self-Help Groups in 

backward areas 
(c) promoting financial inclusion in the country 
(d) providing financial help to the marginalized 

communities. 

8. Consider the following statements:
[UPSC CSE Pre. 2015]

1. The Accelerated Irrigation Benefits Programme 
was launched during 1996-97 to provide loan 
assistance to poor farmers. 

2. The Command Area Development Programme 
was launched in 1974-75 for the development of 
water-use efficiency.

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

9. What is/are the purpose/purposes of Government’s 
‘Sovereign Gold Bond Scheme’ and ‘Gold 
Monetization Scheme’?           [UPSC CSE Pre. 216]
1. To bring the idle gold lying with Indian 

households into the economy. 
2. To promote FDI in the gold and jewellery sector. 
3. To reduce India’s dependence on gold imports. 

INDIAN ECONOMY
DEVELOPMENTAL ECONOMICS
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Select the correct answer using the code given below. 
(a) 1 only
(b) 2 and 3 only 
(c) 1 and 3 only
(d) 1, 2 and 3 

10. Which one of the following is a purpose of ‘UDAY’, 
a scheme of the Government? 

[UPSC CSE Pre. 2016]
(a) Providing technical and financial assistance to 

start-up entrepreneurs in the field of renewable 
sources of energy 

(b) Providing electricity to every household in the 
countries by 2018 

(c) Replacing the coal-based power plants with 
natural gas, nuclear, solar, wind and tidal power 
plants over a period of time 

(d) Providing for financial turnaround and revival 
of power distribution companies 

11. What is/are the advantage/advantages of 
implementing the ‘National Agriculture Market’ 
scheme? [UPSC CSE Pre. 2017]
1. It is a pan-India electronic trading portal for 

agricultural commodities. 
2. It provides the farmers access to nationwide 

market, with prices commensurate with the 
quality of their produce. 

Select the correct answer using the code given below: 
(a) 1 only
(b) 2 only
(c) Both 1 and 2
(d) Neither 1 nor 2

12. Under the Kisan Credit Card scheme, short-term 
credit support is given to farmers for which of the 
following purposes? [UPSC CSE Pre. 2020]
1. Working capital for maintenance of farm assets 
2. Purchase of combine harvesters, tractors and 

mini trucks. 
3. Consumption requirements of farm households 
4. Post-harvest expense 
5. Construction of family house and setting up of 

village cold storage facility. 
Select the correct answer using the code given below: 
(a) 1, 2 and 5 only
(b) 1, 3 and 4 only
(c) 2, 3, 4 and 5 only
(d) 1, 2, 3 4 and 5

Practice Questions

4.2. Poverty, Health and Unemployment

13. Consider the following statements: 
1. The poverty ratio estimation in India is based on 

per capita income levels.
2. Lakdawala Expert Group recommended to 

calculate state-specific poverty lines in India. 

3. Rangarajan committee recommended separate 
consumption baskets for rural and urban areas. 

Which of the statements given above is/are incorrect? 
(a) 1 only
(b) 1 and 3 only 
(c) 2 and 3 only
(d) 1, 2 and 3 

14. Consider the following pairs

Type Feature
1.  Chronic poor A person who is poor for 

most part of his life. 
2. Usually poor A person who is rich but 

may sometimes move 
below poverty line. 

3. Occasionally poor A person who is poor but 
may sometimes move 
above the poverty line.

4. Churning poor A person who regularly 
move below and above 
the poverty line. 

Which of the above pairs is/are correctly matched? 
(a) 1, 2 and 3 only 
(b) 2 and 3 only 
(c) 1 and 4 only 
(d) 1, 2, 3 and 4 

15. “Mr. A’s household income is below a certain level, 
which makes it impossible for him or his family 
to meet basic needs of life including food, shelter, 
safe drinking water, education, healthcare, etc.” 
Which type of poverty is Mr. A facing? 
Select the most suitable answer from the options 
given below: 
(a) Relative Poverty 
(b) Situational Poverty 
(c) Absolute Poverty 
(d) Generational Poverty 

16. With respect to various committees formed for 
poverty line estimation in India, Consider the 
following pairs: 

Committee name Key Recommendation 
for estimating poverty 
line 

1. Y. K. Alagh 
Committee (1979) 

Different calories norms 
for rural and urban 
areas. 

2. Lakdawala Expert 
Group (1993) 

State-specific poverty 
lines. 

3. Tendulkar Expert 
Group (2009) 

Mixed Reference Period 
based estimates. 

4. Rangarajan 
Committee (2014) 

Single poverty line 
basket for rural and 
urban areas. 
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Which of the above pairs is/are correctly matched? 
(a) 1, 2 and 3 only 
(b) 2, 3 and 4 only 
(c) 1, 3 and 4 only 
(d)  1, 2, 3 and 4 

17. With reference to Inequality, select the most 
appropriate statement: 
(a) Natural inequalities are result of different 

characteristics and abilities of people and can be 
altered easily. 

(b) Social inequalities largely represent the 
important values of society in which we live. 

(c) Political equality by itself is sufficient to build a 
just and egalitarian society. 

(d) Economic inequality though harmful in short 
term can be useful in creating balance society in 
long run.

18. Consider the following statements about Universal 
Basic Income: 
1. It is an unconditional monthly transfer of money 

from the government to the poorest 50% of a 
country’s population. 

2. It has never been tried in India before. 
3. PM-KISAN is an example of Universal Basic 

Income. 
Which of the above statements is/are incorrect? 
(a) 1 and 2 only
(b) 1 and 3 only 
(c) 3 only
(d) 1, 2 and 3 

19. Consider the following statements: 
1.  As per the 2011 census, 37% of the country’s 

population has migrated internally. 
2. Inter-state migration accounts for about 50% of 

the total internal migration. 
3. Rural to rural migration is the most dominant 

form of migration. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only
(b) 1 and 3 only 
(c) 2 and 3 only
(d) 1, 2 and 3 

20. With reference to formalization of labour market 
in India, which of the following steps is/are taken 
by government under the Industrial Relations 
code, 2020? 
1. Definition of worker is expanded to include 

persons with wages exceeding `18,000. 
2. All industrial establishment with 300 workers 

or more must prepare standing orders on 
classification of workers. 

3. Establishment having at least 300 workers need 
prior permission of the government for closure. 

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 

21. In the present context, consider the following 
statements: 
1. Unemployment rate is higher in rural areas as 

compared to urban areas in India. 
2. In rural India, unemployment rate is higher in 

males as compared to females. 
3. In India, working age population ratio has 

shown a declining trend in last decade. 
Which of the statements given above are incorrect? 
(a) 1 and 2 only
(b) 1 and 3 only 
(c)  2 and 3 only 
(d) 1, 2 and 3 

22.  With respect to the status of employment in India, 
consider the following statements: 
1. The unemployment rate has been consistently 

rising in the last three years. 
2. The Labour Force Participation Ratio has 

consistently decreased during the last five years. 
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 

23. Which of the following statements regarding the 
Multidimensional Poverty Index is incorrect? 
(a) It is released annually by UNDP and Oxford 

Poverty and Human Development Initiative 
(OPHI). 

(b) India lifted about 270 million people out of 
multidimensional poverty between 2005-06 and 
2015-16. 

(c) It is aimed at achieving the goals set under 
Sustainable Development Goals 12 and 13. 

(d) If a person is deprived in one third (33%) or 
more of the weighted indicators, he/ she is said 
to be multidimensionally poor. 

24. Which of the following are the indicators used for 
measuring the Human Development Index? 
1. Life expectancy at birth 
2. Expected years of schooling 
3. Per capita Gross Domestic Product 
4. Child Mortality Rate 
5. Per capita Gross National Income 
Select the correct answer using the code given below:
(a) 1, 2 and 4 only 
(b) 2, 3 and 4 only 
(c) 1, 2 and 5 only 
(d) 2, 3 and 5 only 
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25. Which of the following statements is/are correct 
regarding the Sample Registration System (SRS)? 
1. The SRS provides a biometric statistic of India.  
2. Average time to publication of SRS annual 

reports is about two years. 
3. Data released for 2018 states that Nagaland has 

the worst infant mortality rate in the country 
while Madhya Pradesh has the best

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) 1 and 2 only
(d) 1, 2 and 3

26. In the context of economy, what do you mean by 
‘nudging’? 
(a) Reduction in the underlying fiscal deficit target. 
(b) It is an effort to alter people’s behaviour in a 

predictable way. 
(c) Increasing privatization in the public sector. 
(d) Risk management strategy employed to offset 

losses in investments by taking an opposite 
position in a related asset. 

27. The term ‘Thalinomics’, sometimes seen in the 
news, is related to  
(a) Measure of changing affordability of a plate of 

meal for a common person. 
(b) Improvement in the public distribution system. 
(c) Monetary policies to control food inflation. 
(d) Improving nutritional quality of mid-day meals 

in schools. 

28. Which of the following statements is incorrect 
regarding the Gross National Happiness?  
(a) Good Governance and Cultural Preservation 

are the two pillars used to explain the concept of 
Gross National Happiness.  

(b) It is a term coined by His Majesty the King of 
Bhutan in the 1970s.  

(c) It is a single number index developed from 33 
indicators categorized under nine domains.  

(d) It is an attempt to measure the growth of 
an economy by subtracting the costs of 
environmental damages and ecological 
degradations from the Gross Domestic Product.  

29. Consider the following statements: 
1. The annual population growth rate of India has 

been consistently increasing since independence. 
2. The total fertility rate has declined since 2011. 
Which of the following statements is/are correct? 
(a) 1 only
(b) 2 only 
(c) Both 1 and 2
(d) Neither 1 nor 2 

30. Consider the following statements: 
1. Under a negative interest rate policy, financial 

institutions are required to pay interest for 
parking excess reserves with the central bank. 

2. Negative interest rates leads to stronger currency 
and impacts the country’s exports negatively.  

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

31. Consider the following statements: 
1. Poverty gap shows the extent to which individuals 

on average fall below the poverty line. 
2. Intensity of poverty explains how far the living 

standard of the poor population is from the 
poverty line. 

3. Poverty trap measures the intensity of poverty. 
Which of the statements given above is/are correct?
(a) 1 and 2 only
(b) 2 and 3 only 
(c) 3 only
(d) 1, 2 and 3 

32. Consider the following statements: 
1. In India, Poverty line is defined by the Central 

Government and is revised every 5 years 
accounting for inflation. 

2. Indian Poverty line is estimated based on per 
capita consumption expenditure per month. 

Which of the above statements is/are correct? 
(a) 1 only
(b) 2 only 
(c) Both 1 and 2
(d) Neither 1 nor 2

33. Consider the following statements: 
1. More than 60% of Indians fall under the category 

of working age population. 
2. India, by virtue of its demographic dividend 

is one of the youngest countries in the world, 
behind only China. 

Which of the above statements is/are incorrect? 
(a) 1 only
(b) 2 only 
(c) Both 1 and 2
(d) Neither 1 nor 2 

34. Consider the following statements: 
1. The 5th Five Year Plan (1974-78) laid stress on 

poverty alleviation in a major way for the first 
time. 

2. Unequal distribution of land has been attributed 
as one of the major challenges in achieving 
poverty alleviation. 

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
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35. A farmer has four acres of land and he actually 
needs only two workers and himself to carry out 
various operations on his farm in a year, but he 
employs five workers and his family members such 
as his wife and children. This situation is known as 
(a) Frictional unemployment 
(b) Cyclical unemployment 
(c) Structural unemployment 
(d) Disguised unemployment 

36. With reference to Periodic Labour Force Survey, 
consider the following statements: 
1. It was launched by National Statistical Office 

(NSO). 
2. It estimates the key employment and 

unemployment indicators in the short time 
interval of 3 months for the urban areas. 

3. It estimates employment and unemployment 
indicators in both usual status and Current 
weekly Status in rural areas annually. 

Which of the statements given above is/are correct? 
(a) 1 Only
(b) 2 Only 
(c) 3 Only
(d) 1, 2 and 3 

37. Which of the following sources is/are used by the 
government to collect the unemployment data? 
1. Reports of Census of India 
2. National Sample Survey Organisation’s reports 

of employment and unemployment situation 
3. Directorate general of employment and training 

data of registration with employment exchanges 
Select the correct answer using the code given below. 
(a) 1 Only 
(b) 2 Only 
(c) 1 and 2 Only 
(d) 1, 2 and 3 

38. Consider the following differences between 
Physical Capital and Human Capital 
1. Physical Capital is tangible while Human Capital 

is intangible. 
2. Physical capital is easily sold in the market like 

any other commodity, while human capital is not 
sold in the market.

3. Physical Capital always depreciates with time 
while Human Capital always appreciates with 
time.

4. Physical and Human capital are completely 
mobile between countries. 

Select the correct answer using the code given below: 
(a) 1, 2 and 4 only 
(b) 1 and 2 only 
(c) 1, 2, 3 and 4 
(d) 1 and 4 only 

39. With reference to Gross Enrolment ratio (GER), 
consider the following: 

1. GER is the number of student enrolment enrolled 
in school at particular grade as a proportion 
of the corresponding eligible students in the 
particular age group in a given year. 

2. India has a GER of about 100 percent at primary 
level. 

3. GER can exceed 100 percent. 
Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

40. Which of the following parameters are used to 
compute the Global Multidimensional Poverty 
index? 
1. Nutrition 
2. Cooking fuel 
3. Drinking water 
4. Internet access 
5. Housing 
Select the correct answer using the code given below: 
(a) 1, 2 and 3 only 
(b) 1, 2, 3 and 5 only 
(c) 4 and 5 only 
(d) 1, 2, 3, 4 and 5 

41. With reference to national health profile 2019, 
consider the following statements: 
1. It’s a comprehensive data base of health 

information of India released by Niti Aayog. 
2. Maternal Mortality Ratio is highest in Assam & 

lowest in Kerala. 
3. Among the Union territories, the lowest sex ratio 

was reported by the UT of Chandigarh, followed 
by Daman & Diu. 

4. The highest population density was reported by 
NCT of Delhi whereas Arunachal Pradesh has 
reported the lowest population density. 

Which of the statements given below is/are correct? 
(a) 1 and 3 Only 
(b) 2 and 4 Only 
(c) 3 and 4 Only 
(d) 2, 3 and 4 Only 

42. Consider the following statements about 
Disability Adjusted Life Years (DALY): 
1. It is the potential life lost due to premature death 

and years of productivity lost due to disability. 
2. DALY is equivalent to loss of 1 month of full 

health. 
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 
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43. Which of the following statements is/are correct 
about the Digital Lending? 
1. It helps to meet the unmet credit need.  
2. It cut overhead costs.  
3. It has a transparent and authenticated loan 

process.  
Select the correct answer using the code given below:  
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

44. With reference to Fixed-term employment, 
consider the following statements: 
1. Fixed-term employees can be directly hired by 

employers without mediation by a middleman. 
2. Employers are not required to provide 

retrenchment benefits to fixed-term employees. 
3. Code on Industrial Relations (2020) specify 

maximum one year tenure for hiring fixed-term 
employees. 

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 

45. Which of the following statements are correct with 
reference to the Gross National Happiness Index? 
1. Cultural preservation and environmental 

conservation are important aspects of the GNH. 
2. It does not include any traditional economic 

indicators like living standards. 
3. The Index is constructed based upon a 

methodology known as the Alkire-Foster 
method. 

Select the correct option 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

4.3. Schemes

46. Which of the following is the objective of the 
Participatory Guarantee Scheme (PGS)? 
(a) Incentivising farmers to grow organic food. 
(b) Facilitating the participation of women in 

research activities. 
(c) Increasing palm oil production in the country. 
(d) Ensuring participation of MSMEs in government 

procurements 

47. In the context of One Nation One Ration Card 
scheme, which of the following statements is 
incorrect?
(a) Beneficiaries from one state can get their ration 

from another state. 

(b) It gives beneficiaries an opportunity to opt for 
dealer of their choice. 

(c) Ministry of agriculture is the nodal ministry for 
the implementation of the scheme. 

(d) Beneficiaries under this scheme can collect their 
grain quota by undergoing finger print or iris 
based identification. 

48. With reference to the SVAMITVA Scheme, 
consider the following statements: 
1. It is a centrally sponsored scheme aimed at 

mapping the land parcels in rural inhabited areas 
using drone technology. 

2. It is a collaborative effort of the Ministry 
of Panchayati Raj, State Panchayati Raj 
Departments and Survey of India. 

3. It will help in the assessment of accurate property 
tax. 

4. The scheme is applicable in all states and union 
territories. 

5. It will help in formalisation of financial services 
for rural citizens. 

Which of the statements given above is/are correct? 
(a) 1, 2 and 3 only 
(b) 1, 3, 4 and 5 only 
(c) 2, 3 and 5 only 
(d) 1, 2, 3, 4 and 5 

49.  Which of the following diseases are covered under 
the ‘’Intensified Mission Indradhanush 3.0’’? 
1. Japanese encephalitis 
2. Whooping cough 
3. Rubella 
4. Covid 19 
5. Mumps 
Select the correct answer using the code given below: 
(a) 1, 2 and 3 only
(b) 1, 2, 3 and 5 only 
(c) 2, 3 and 5 only
(d) 1, 2, 3 and 4 only 

50. Which of the following benefit/benefits is/are 
likely to accrue from the implementation of 
the Mega Investment Textiles Parks (MITRA) 
Scheme? 
1. At least one textile park would be established in 

all the States, in the next 3 years. 
2. It will help India’s textile industry to become 

globally competitive 
3. It will provide impetus to research and 

development (R&D) in the textile sector. 
Select the correct answer using the code given below: 
(a) 2 only
(b) 1 and 3 only 
(c) 2 and 3 only
(d) 1, 2 and 3 
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51. Consider the following pairs: 

Programme  Objective 
1. Sahakar Mitra  To provide easy loans to 

start-ups in the cooperative 
sector 

2. YuWaah  To facilitate youth to gain 
21st century skills for 
productive lives 

3. Chunauti  To provide seed funds to 
startups in certain identified 
areas. 

Which of the pairs given above is/are correctly 
matched? 
(a) 1 only
(b) 1 and 3 only 
(c) 2 and 3 only
(d) 1, 2 and 3 

52. Consider the following pairs: 

Initiative Government Agency 
1. Swasth Vayu National Aerospace 

Laboratory 
2. Dekho Apna 

Desh 
Ministry of External 
Affairs 

3. Shram Saathi Ministry of Tribal Affairs 
Which of the pairs given above is/are correctly 
matched? 
(a) 1 only
(b) 1 and 3 only 
(c) 2 only 
(d) 2 and 3 only 

53. With reference to the Atal Bimit Vyakti Kalyan 
Yojana, consider the following statements: 
1. It offers cash compensation to persons when 

they are rendered unemployed. 
2. It will provide a relief payment of up to 90 days, 

only once in a lifetime. 
3. It covers all persons working in unorganized 

sector. 
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 

54. With reference to the Sugamya Bharat Abhiyan, 
consider the following statements: 
1. It is a nationwide campaign to make public places 

more accessible for persons with disabilities. 
2. Sugamya Bharat mobile application has been 

launched to address COVID related issues faced 
by persons with disabilities. 

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 

55. With reference to the Start-up India Seed Fund 
(SISF) Scheme, consider the following statements: 
1. It aims to provide funding to start-ups only after 

the ‘proof of concept’ has been provided. 
2. The fund will be disbursed to eligible start-ups 

through eligible incubators across India. 
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 

56.  With reference to the National Language 
Translation Mission (NTLM), which one of the 
following statements is incorrect? 
(a) It aims to make progress in science and 

technology accessible in regional languages. 
(b) It is aimed to create an inclusive knowledge 

society via machine-aided translation. 
(c) It aims to provide a link between start-ups and 

scientists to build innovative solutions. 
(d) It is launched by the Department of Science and 

Technology 

57. With reference to the ‘Project REPLAN’, which 
one of the following statements is correct? 
(a) It aims to recycle plastic waste for making 

handmade paper. 
(b) It aims to provide self-employment opportunities 

to Particularly Vulnerable Tribal Groups. 
(c) It is a plan for redevelopment of urban slum 

areas into sustainable habitats. 
(d) It aims to provide skill development to people 

rescued from human trafficking. 

58. Which one of the following statements correctly 
describes the objective of ‘’SWAYATT’’ initiative? 
(a) To generate self-employment opportunities in 

the non-farm sector by providing credit-linked 
subsidy. 

(b) To provide collateral free working capital loans 
to street vendors in the urban areas. 

(c) To promotes women and young entrepreneurs 
through e-transactions on the Government 
e-Marketplace (GeM). 

(d) To provide skill-based training to tribal 
entrepreneurs from Northeastern states of India. 

59. With reference to the ‘’TAPAS’’ Initiative, consider 
the following statements: 
1. It offers various courses for capacity building in 

the field of social defence. 
2. It is an exclusive program for students enrolled 

under National Service Scheme. 
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3. All the training under the initiative is provided 
through online medium. 

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 

60. Consider the following statements with respect to 
Mission Van Dhan for tribal development: 
1. It aims to converge various schemes, of 

different ministries and departments for tribal 
development. 

2. It plans to establish Haat Bazaars, Godowns, 
TRIFOD parks etc. 

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 

61. With reference to scheme to provide Affordable 
Rental Housing Complexes (AHRCs), consider 
the following statements: 
1. It has been implemented under the Pradhan 

Mantri Awas Yojana- Urban (PMAY-U). 
2. The scheme was a part of the Atma-Nirbhar 

Bharat package to tackle COVID Crisis.  
3. The scheme will be implemented in capital cities 

only. 
Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 2 and 3 only 
(c) 1 and 2 only 
(d) 1, 2 and 3 

62. With reference to the recently launched digital 
payment system “e-RUPI”. Consider the following 
statements: 
1. It is a cashless and contactless digital payment 

medium. 
2. Under e-RUPI system, banks are the issuing 

entities for electronic vouchers. 
3. A mobile app and internet banking is necessary 

for using the system. 
Which of the statements given above are correct? 
(a) 1 and 2 only
(b) 1 and 3 only 
(c) 2 and 3 only
(d) 1, 2 and 3 

63. Which of the following statements with reference 
to Deendayal Antyodaya Yojna- National Rural 
Livelihoods Mission is incorrect? 
(a) It aims to promote financial literacy among the 

poor. 
(b) It aims to bring at least one-woman member 

from each identified rural poor household under 
the Self-Help Group (SHG) network. 

(c) The target group under NRLM is included based 
on census data. 

(d) Ministry of Rural Development is the nodal 
ministry. 

64. With reference to Ujjwala 2.0, consider the 
following statements: 
1. Under the scheme, migrants do not require 

residential proof document to get a gas 
connection. 

2. It provides one refill and stove free of cost to the 
beneficiaries. 

3. Only women from BPL households are eligible 
for benefits under the scheme. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only
(b) 2 only 
(c) 1 and 3 only
(d) 1, 2 and 3 

65. With reference to ‘PM-DAKSH’, consider the 
following statements: 
1. It aims to make the skill development schemes 

accessible to the target groups. 
2. It is implemented through Government Training 

Institutes, Sector Skill Councils. 
3. It is being implemented under the Ministry of 

Social Justice and Empowerment. 
Which of the statements given above are correct? 
(a) 1 and 2 only
(b) 2 and 3 only 
(c) 1 and 3 only
(d) 1, 2 and 3 

66. Apart from providing tap connections, what are 
the other possible benefits from Jal Jeevan Mission 
(Urban)? 
1. Rejuvenation of water bodies to augment 

sustainable fresh water supply. 
2. Creating green spaces and sponge cities to 

reduce floods. 
3. Enhance amenity value through an Urban 

Aquifer Management plan. 
Select the correct answer using the code given below: 
(a) 1 Only
(b) 2 and 3 Only 
(c) 1 and 3 only
(d) 1, 2 and 3 

67. In recent times, hydrogen has been increasingly 
mooted as an alternate source of energy. What is/
are the advantage/advantages of using hydrogen as 
fuel?
1. It can be generated from renewable energy 

resources
2. The energy density of hydrogen is more than 

that of petrol. 
3. It can be used as an automotive fuel through 

both fuel cells and internal combustion engines. 
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Select the correct answer using the code given below: 
(a) 1 and 2 only
(b) 1 and 3 only 
(c) 2 and 3 only
(d) 1, 2 and 3 

68. Which of the following are the likely impact of the 
‘Vivad se Vishwas’ scheme? 
1. Reduce pending income tax litigation. 
2. Generate timely revenue for the Government. 
3. Simplifying the GST. 
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 

69. With reference to the Floating Rate Savings Bonds 
Scheme, consider the following statements:  
1. NRI’s are eligible for investment in these bonds. 
2. Interest on the Bonds will be taxable under the 

Income-tax Act, 1961. 
3. It shall be eligible as collateral for loans from 

banks 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

70. Which of the following is/are objectives of the 
KVIC’s Honey Mission? 
1. Enforce nationally acceptable standards of Good 

Beekeeping Practices (GPB) in the country. 
2. Develop a network of quality master trainers 

in the field of beekeeping for imparting Good 
Beekeeping / Apicultural Practices. 

3. Offer a passage for overseas market for hive 
products. 

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 

71. What is the aim of the programme ‘Unnat Bharat 
Abhiyan’? 
(a) Achieving 100% literacy by promoting 

collaboration between voluntary organizations 
and government’s education system and local 
communities. 

(b) Connecting institutions of higher education 
with local communities to address development 
challenges through appropriate technologies. 

(c) Strengthening India’s scientific research 
institutions in order to make India a scientific 
and technological power. 

(d) Developing human capital by allocating special 
funds for health care and education of rural and 

urban poor, and organizing skill development 
programmes and vocational training for them. 

72. With reference to Member of Parliament Local 
Area Development Scheme (MPLADS), which of 
the following statements are correct? 
1. It is implemented by the Ministry of Statistics 

and Programme Implementation. 
2. The elected member of Rajya Sabha can 

recommend works in any state of his/her choice. 
3. The legislators can only recommend works in 

their constituencies based on a set of guidelines. 
Select the correct answer 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 

73. Consider the following statements regarding the 
Scheme of “Special Assistance to States for Capital 
Expenditure”: 
1. It is aimed at boosting capital expenditure by the 

State Governments in view of the shortfall in tax 
revenue due to the COVID 19 pandemic. 

2. The scheme is supported by the World Bank 
through financial assistance. 

3. It promotes citizen-centric reforms in States. 
Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

74. Which of the following is/are the objectives of 
Pradhan Mantri Kaushal Vikas Yojana (PMKVY) 
3.0? 
1. Provide support to youth for skill training and 

certification. 
2. Promote sustainable Skill Centres for greater 

participation of private sector. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

75. Consider the following statements regarding the 
Central Sector Schemes: 
1. The cost of these schemes is borne on a shared 

basis in the ratio of 50:50, 70:30, 75:25 or 90:10, 
the larger portion being borne by the Centre. 

2. The schemes are formulated by the Centre, based 
on subjects from the Union List.

3. Some examples of Central Sector Schemes 
include Bharatnet and Namami Gange Program. 

Which of the above statements is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 
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76. Consider the following statements regarding 
AMRUT scheme: 
1. Its purpose is to ensure that every household has 

access to a tap with the assured supply of water 
and a sewerage connection. 

2. It is implemented by the Ministry of Drinking 
Water and Sanitation. 

3. Five hundred cities have been selected under 
AMRUT scheme. 

Which of the above is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1 and 3 only 

77. Consider the following statements: 
1. Ayushman Bharat – Pradhan Mantri Jan Arogya 

Yojana (AB-PMJAY) is a Central Sector Scheme. 
2. Under Centrally Sponsored Schemes (CSSs), 

100 percent funding is provided by the Union 
Government. 

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 

78. With Reference to the ‘Centrally Sponsored 
Schemes (CSSs)’, consider the following 
statements: 
1. Central ministries can implement CSSs directly 

in the states/UTs. 
2. CSSs can be formulated on subjects from the 

State list, Union list and the Concurrent list. 
3. They are implemented by both centre and states. 
Which of the statements given above is/are incorrect? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 2 only 
(d) 1, 2 and 3 

79. Which of the following statements is/are correct 
regarding Kisan Credit Card? 
1. KCC (Kisan credit card) does not provide credit 

for consumption requirements of farmer’s 
households. 

2. Share croppers and Tenant Farmers are not 
eligible under this scheme. 

3. All beneficiaries under PM Kisan Samman 
Nidhi scheme can get a KCC (Kisan credit card) 

Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 2 only 
(c) 3 only 
(d) 2 and 3 only 

80. Which of the following statements are incorrect 
regarding PM Fasal Bima yojana? 
1. It allowed for the participation of only loanee 

farmers and not non-loanee farmers. 

2. This scheme cover cereal crops and horticulture 
crops but not oil seeds. 

3. Crop loss due to post harvest loss, inundation, 
hailstorms, attacks by wild animals, nuclear risks 
are covered under the scheme. 

4. Aadhaar is mandatory to avail this scheme. 
Select the correct answer using the code given below: 
(a) 1 and 4 only 
(b) 2 and 4 only 
(c) 1, 2 and 3 only 
(d) 2 and 3 only 

81. With reference to the components of PM-AASHA, 
which of the following pairs is/are correct?

Scheme Features
1. Price Support 

Scheme
It involves physical 
procurement of pulses, 
oilseeds & copra. 

2. Price Deficiency 
Payment Scheme 

It is implemented for 
pulses, oilseeds and 
copra. 

3. Private 
Procurement and 
Stockist Scheme

It does not involve 
physical procurement. 

Select the correct answer using the code given below. 
(a) 1 Only 
(b) 2 Only 
(c) 1 and 2 Only 
(d) 1and 3 Only 

82. Which of the following is/are correct with respect 
to Pradhan Mantri Kisan Sampada Yojana? 
1. Creation of modern infrastructure for food 

processing. 
2. Under the scheme capital subsidy in the form of 

grants in aid is provided to the investors. 
3. It will provide efficient supply chain management 

from farm gate to retail outlet. 
Select the correct answer using the code given below. 
(a) 1 Only 
(b) 1 and 3 Only 
(c) 1 and 2 Only 
(d) 1, 2 and 3 

83. With reference to Nutrient based subsidy scheme, 
Consider the following statements 
1. It provides fixed amount of subsidy, based on the 

nutrient content present in the fertilizer. 
2. The Scheme is administered by Ministry of 

Agriculture & Farmers’ Welfare. 
3. Scheme covers Urea to prevent its overuse. 
Select the correct answer using the code given below 
(a) 1 Only 
(b) 1 and 2 Only 
(c) 1 and 3 Only 
(d) 2 and 3 Only 
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84. With reference to Pradhan Mantri Krishi Samman 
Nidhi, which of the following statements is/are 
correct? 
1. Eligible farmers can self-register themselves for 

the scheme. 
2. Institutional land holders are also eligible for the 

scheme. 
3. Responsibility of identification of beneficiaries’ 

rests with the Central Governments. 
Select the correct answer using the code given below. 
(a) 1 and 2 Only 
(b) 1 Only 
(c) 1 and 3 Only 
(d) 2 and 3 Only 

85. With reference to PM Formalisation of Micro 
Food Processing Enterprises (PMFME) Scheme, 
consider the following statements: 
1. The scheme aims to enhance the competitiveness 

of micro-enterprises in the unorganized segment 
of the food processing industry. 

2. The Scheme adopts One District One Product 
(ODOP) approach. 

3. The scheme aims at providing common 
processing facility to the beneficiaries. 

Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

86. Consider the following statement 
1. Majority of the cold storages in India are owned 

and operated by public sector. 
2. PM Formalization of Micro Food Processing 

Enterprises scheme adopts one district one 
product approach. 

3. 100% FDI is permitted under the automatic 
route in Food processing industries. 

Select the correct answer using the code given below 
(a) 1 and 3 Only
(b) 2 and 3 Only 
(c) 1 and 2 only
(d) 3 only 

87. The Union Commerce and Industry Minister 
virtually inaugurated e-SANTA. It is an electronic 
marketplace providing a platform to: 
(a) Connect the MSME’s with the bankers for 

availing loans facilities offered under various 
government schemes. 

(b) Act as an alternative marketing tool between 
aqua-farmers & buyers. 

(c) Provide support to emerging start-ups through 
industry academia collaboration. 

(d) None of the above. 

88. Which of the following are objectives of the 
‘operation green’ scheme?

1. Price stabilisation for producers and consumers. 
2. Reduce post-harvest losses. 
3. Strengthen Farmer Producer Organisations 

(FPOs). 
Select 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 

89. With reference to the Atmanirbhar Bharat Rozgar 
Yojana, consider the following statements: 
1. The scheme aims to create employment in the 

informal sector only. 
2. Under the scheme, the Union Government 

will provide subsidy for the provident fund 
contribution. 

3. The Scheme will benefit only the new employees 
on monthly wages more than Rs 15,000. 

Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 1, 2, and 3 

90. Which of the following are advantages of 
Gobardhan Scheme? 
1. The scheme is administered by the Ministry of 

Rural Development. 
2. It supports villages in achievement of Open 

Defecation Free (ODF) Plus goals. 
3. The scheme aims to convert biodegradable waste 

into compressed biogas (CBG). 
Select 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 

91. With respect to Soil health card, Consider the 
following statement 
1. It is launched by the Ministry of Science and 

Technology. 
2. It is provided to all the farmers, once in every 

3 years. 
3. It contains status of soil with respect to 12 

parameters. 
Which of the following statement is/are incorrect? 
(a) 2 and 3 Only 
(b) 1 Only 
(c) 1 and 3 Only 
(d) 1 and 2 Only 

92. Parampragat Krishi Vikash yojana’, an initiative of 
the government of India, aims to: 
(a) Promote Organic Farming. 
(b) Promote Zero Budget natural Farming. 
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(c) Development of irrigation infrastructure in 
dryland areas. 

(d) Create scientific storage capacity with allied 
facilities in rural areas. 

93. Among the following initiatives, which of the 
following are components of Pradhan Mantri 
Krishi Sinchayee Yojana? 
1. Har Khet Ko Pani 
2. Accelerated Irrigation Benefit Programme 
3. Per Drop More Crop 
4. Watershed Development 
Select the correct answer using the code given below 
(a) 1 and 3 Only 
(b) 2 and 4 Only 
(c) 1, 2, 3 Only 
(d) 1, 2, 3 and 4 

94. With respect to Atal Bhujal Yojana, which of the 
following statement is/are correct? 
1. Scheme is being implemented by Ministry of Jal 

Shakti to improve groundwater management. 
2. Scheme is partially funded by Asian development 

bank. 
3. The scheme is being implemented in all the 

states. 
Select the correct answer using the code given below. 
(a) 1 Only 
(b) 1 and 3 Only 
(c) 2 Only 
(d) 1, 2 and 3 

95. ‘Mission Kakatiya’ sometimes seen in news, is 
related to 
(a) Development of minor irrigation infrastructure 

by State Government of Telangana. 
(b) Revival of traditional method of irrigation by 

State Government of Tamil Nadu 
(c) Promotion and adoption of water use efficiency 

and conservation practices by State Government 
of Karnataka 

(d) Providing solar pumps to farmers by the state 
government of Andhra Pradesh 

96. With reference to Saansad Adarsh Gram Yojana, 
which of the following statements is/are correct? 
1. It focuses on social as well as infrastructure 

development of gram panchayat under the 
guidance of Member of Parliament. 

2. A Charge Officer nominated by the District 
Collector will be fully responsible and 
accountable for the implementation of the 
scheme at the local level. 

3. A separate fund has been created under Ministry 
of Rural Development for financing the projects 
under the scheme. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

97. With reference to National Heritage City 
Development and Augmentation Yojana 
(HRIDAY) scheme, consider the following 
statements: 
1. Its scope is limited to the preservation of heritage 

monuments.  
2. It is implemented by the Ministry of Tourism. 
3. Warangal is one of the cities identified for 

development under the scheme. 
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) 1, 2 and 3 

98. With reference to Pradhan Mantri Awas Yojana 
(Urban), consider the following statements: 
1. Individuals with an annual income of up to Rs.18 

lakhs can be beneficiaries under the scheme. 
2. In-Situ Slum Redevelopment model uses ‘land 

as a resource’ with private participation for 
providing houses to eligible slum dwellers.  

3. Affordable Housing in Partnership model 
provides assistance to eligible families to either 
construct new house or to enhance existing 
houses on their own. 

4. Credit-Linked Subsidy Scheme provides benefits 
to EWS (Economically weaker section) and LIG 
(low-income group) categories only. 

5. PMAY (U) includes provisions for Affordable 
Rental Housing Complexes.  

Which of the statements given above is/are correct? 
(a) 2, 3 and 4 only 
(b) 1, 2 and 5 only 
(c) 1, 3, 4 and 5 only 
(d) 1, 2, 3, 4 and 5 

99. Consider the following pairs:

Government Initiative Associated Sector 

1. IDEAS Scheme Research & Innovation 
in Science 

2.  Credit Guarantee 
Scheme 

MSMEs 

3. DIKSHA School education
Which of the pairs given above is/are correctly 
matched? 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

100. Production Linked Incentive (PLI) scheme has 
been approved by the Government of India for 
which of the following sectors? 
1. Automobiles & Auto Components 
2. Pharmaceuticals drugs 
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3. Telecom & Networking Products 
4. High Efficiency Solar PV Modules 
5. Advance Chemistry Cell (ACC) Battery 
Select the correct answer using the code given below: 
(a) 1 and 5 only 
(b) 2, 3 and 4 only 
(c) 1, 2, 3 and 4 only 
(d) 1, 2, 3, 4 and 5 

101. With reference to the welfare schemes launched in 
recent times, consider the following statements: 
1. PM Garib Kalyan Rojgar Abhiyaan seeks to boost 

employment for migrant workers returning to 
villages. 

2. PM SVANidhi is a one-time cash benefit scheme 
for street vendors. 

3. Atmanirbhar Bharat Rojgar Yojana seeks to 
boost employment in formal sector. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

102. Which of the following schemes have been 
launched for the socio-economic empowerment of 
the minorities?  
1. USTTAD  
2. Sugamya Bharat Abhiyan  
3. Nai Roshni  
4. Seekho Aur Kamao  
Select the correct answer using the code given below.  
(a) 1, 2 and 3 only 
(b) 1, 3 and 4 only 
(c) 3 and 4 only 
(d) 1, 2, 3 and 4  

103. In the context of Atal Pension Yojana (APY), 
which of the following statements is/are incorrect? 
1. Individuals who pay income tax and are covered 

under any other statutory social security 
schemes are not eligible under the scheme. 

2. Government makes a matching co-contribution 
till maturity. 

3. A monthly pension of up to Rs. 10,000 is 
provided to beneficiaries upon reaching 60 years 
of age. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 3 only 
(c) 1 and 2 only 
(d) 2 and 3 only 

104. With respect to MGNREGA Scheme, consider the 
following statements: 
1. A job seeker under MGNREGA must be eligible 

to contest panchayat elections. 

2. It provides at least 100 days of guaranteed wage 
employment in every financial year to every 
rural household whose adult members volunteer 
to do unskilled manual work. 

3. The Ministry of Panchayati Raj, Govt of India 
is monitoring the entire implementation of this 
scheme in association with state governments 

Which of the statements given below is/are correct? 
(a) 1 and 2 Only 
(b) 1 and 3 Only 
(c) 1, 2 and 3 
(d) 2 Only 

105. In the context of Pradhan Mantri Awas Yojana 
(PM-AY), consider the following statements: 
1. It, is a flagship scheme of the government of 

India aimed at providing housing for all by 2022. 
2. The scheme will be implemented by the Ministry 

of Housing and Urban Affairs in urban areas. 
3. Beneficiaries of the scheme in urban areas 

include members of economically weaker 
sections (EWS), Lower Income Groups and 
Middle-Income Groups only. 

Which of the above statements are correct? 
(a) 1 and 3 only 
(b) 1 and 2 only 
(c)  2 and 3 only 
(d) 1, 2 and 3 

106. With reference to Pradhan Mantri Jeevan Jyoti 
Bima Yojana (PMJJBY), consider the following 
statements: 
1. The PMJJBY is available to people in the age 

group of 18 to 60 years. 
2. Risk coverage under this scheme is for Rs. 1 Lakh 

in case of death of the insured, due to any reason. 
3. The scheme is being offered by Life Insurance 

Corporation Only. 
Which of the above statements is/are incorrect? 
(a) 1 Only 
(b) 1 and 2 Only 
(c) 1, 2 and 3 
(d)  2 and 3 Only 

107. With reference to Sukanya Samriddhi Yojana, 
consider the following statements: 
1. Scheme was launched as part of initiative Beti 

Bachao, Beti Padhao campaign 
2. The beneficiary girl child should be more than 

10 years at the time of account opening which 
will be operative till the girl reaches the age of 
21 years. 

3. There can be more than one account per child 
under the Sukanya Samridhhi Yojana. 

Which of the statements given above is/are correct? 
(a) 1 Only 
(b) 2 and 3 Only 
(c) 2 Only 
(d) 1, 2 and 3 
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108. Consider the following pairs:

Scheme Objective 

1. Pradhan Mantri 
Kaushal Vikas 
Yojana 

Skill development and 
Recognition of Prior 
Learning 

2. Jan Shikshan 
Sansthan Scheme

Providing vocational 
skills to non-literates, 
school dropouts 

3. Craftsmen 
Training Scheme 

Long term training 
through ITIs 

Which of the pairs given above is/are correctly 
matched? 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

109. Which among the following is the objective of Jal 
Shakti Abhiyan? 
(a) To provide individual household tap connections 

by 2024 to all households in rural India. 
(b) To campaign for water conservation and water 

security focusing on water stressed districts and 
blocks. 

(c) Community–led drinking water projects aiming 
at providing sustainable and adequate drinking 
water. 

(d) Interlinking of 14 Himalayan Rivers and 16 
Peninsular Rivers for inter basin transfer of 
water. 

110. In the context of Jal Jeevan Mission, consider the 
following statements: 
1. It aims to provide functional Household Tap 

connection to every rural households. 
2. It is being implemented by Ministry of Rural 

Development. 
3. It is in accordance with Sustainable Development 

Goal 6. 
4. Goa and Telangana have achieved the goal of 

100% Functional Household Tap Connections. 
Which of the statements given above are correct? 
(a) 1, 2 and 4 only 
(b) 2, 3 and 4 only 
(c) 1, 3 and 4 only 
(d) 1 and 2 only 

111. Which of the following initiative is launched 
to provide internship opportunities to fresh 
graduates in Urban Local Bodies (ULBs) and 
Smart Cities? 
(a) TULIP 
(b) Champion 
(c) Saksham 
(d) Yukti 2.0 

112. Which of the following are the objectives of 
POSHAN abhiyaan? 
1. Prevent and reduce Stunting in children 
2. Promote the rate of immunisation in children 
3.  Prevent and reduce under-nutrition in children 
4. Reduce the prevalence of anaemia among 

Women 
Select the correct answer using the code given below: 
(a) 1, 2 and 3 only 
(b) 2 and 4 only 
(c) 1, 3 and 4 only 
(d) 1, 2, 3 and 4 

113. Which of the following are the objectives of 
‹National Nutrition Mission›?  
1. To create awareness relating to malnutrition 

among pregnant women and lactating mothers.  
2. To reduce the incidence of anaemia among 

young children, adolescent girls and women.  
3. To promote the consumption of millets, coarse 

cereals and unpolished rice.  
4. To promote the consumption of poultry eggs.  
Select the correct answer using the code given below:  
(a) 1 and 2 only 
(b) 1, 2 and 3 only 
(c) 1, 2 and 4 only 
(d) 3 and 4 only 

114. With reference to Accessible India Campaign 
(AIC), which of the following statements is/are 
correct? 
1. It seeks to have accessible government buildings 

for Persons with Disabilities. 
2. The campaign is based upon the Social Model of 

Disability. 
3. It seeks to enhance the proportion of daily 

captioning and sign-language interpretation 
on all public and private television news 
programmes. 

4. India’s AIC is yet to be aligned with the UN 
Convention on the Rights of Persons with 
Disabilities (UNCRPD).

Select the correct answer from the options given 
below: 
(a) 3 only. 
(b) 1 and 2 only. 
(c) 1, 2 and 3 only.  
(d) 1, 2 and 4 only.  

115. With reference to Ayushman Bharat, consider the 
following statements: 
1. Health and Wellness Centres (HWCs) deliver 

Comprehensive Primary Health Care (CPHC) 
to eradicate all communicable diseases. 

2. Pradhan Mantri-Jan Aarogya Yojana (PM-
JAY) provides a health insurance of Rs. 5 lakhs 
per family per year for primary, secondary and 
tertiary care hospitalization. 
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Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d)  Neither 1 nor 2 

116. In the context of “Light House Projects” (LHPs), 
recently seen in news, consider the following: 
1. LHPs seeks to mainstream innovative 

technologies in the port and shipping sector. 
2. They are being implemented extensively across 

all the states of the country. 
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 

117. Which of the following is/are the components of 
PM eVidya? 
1. Content for visually and hearing-impaired 

students. 
2. Online courses by selected universities. 
3. One dedicated TV channel per class for 1 to 12. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 only 
(d) 1, 2 and 3 

118. With reference to the ‘Atmanirbhar Skilled 
Employee Employer Mapping (ASEEM)’ Portal, 
consider the following statements: 
1. It will be managed by National Skill Development 

Corporation (NSDC). 
2. It will bridge demand-supply gap of skilled 

workforce across sectors. 
3. It is Artificial Intelligence-based platform which 

will identify relevant skilling requirements and 
employment prospects. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 only 

(c) 1 and 3 only 
(d) 1, 2 and 3 

119. NISHTHA, an initiative of the Government of 
India, aims at 
(a) Training of school teachers 
(b) Promotion of Good Governance in bureaucracy 
(c) Promoting the Self-Help Groups in rural areas 
(d) Providing financial literacy to women 

120. In the context of National Food Security Act 2013, 
consider the following statements: 
1. It guarantees 5 kilos of food grains per person 

per month free of cost to all beneficiaries covered 
under this act. 

2. More than 50% of Indian population is covered 
under this legislation. 

3. Recently, NITI Aayog has recommended 
increasing the number of beneficiaries under 
this Act for enhanced coverage. 

Which of the above statements is/are correct? 
(a) 1 and 2 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 3 only. 

121. ‘GIAN Program’ an initiative of the Government 
of India, aims at: 
(a) To tap the pool of scientists and entrepreneurs 

internationally and encourage their engagement 
with Higher Education Institutes in India. 

(b) Connecting Institutions of higher education 
with local communities to address development 
challenges through appropriate technologies. 

(c) Scheme aimed at encouraging girl students to 
take up careers in the domain of technology and 
engineering 

(d) To address the low enrolment of girl students 
in prestigious engineering institutions and 
the teaching gap between school education & 
engineering entrance examination. 
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SOLUTIONS

4.1. Previous Years Questions

1. Solution (a) 
Exp) Option a is correct 
Statement 1 is correct. Multi-dimensional Poverty Index 
(MPI) identifies multiple deprivations at the household 
and individual level in health, education and standard of 
living. Each person in a given household is classified as 
poor or non-poor depending on the weighted number 
of deprivations his or her household, and thus, he or 
she experiences. The MPI reflects both the incidence of 
multidimensional deprivation (a headcount of those in 
multidimensional poverty) and its intensity (the average 
deprivation score experienced by poor people). The MPI 
offers a valuable complement to income-based poverty 
measures. 
The following indicators are included to calculate MPI: 
Health - Child mortality, Nutrition 
Education - Years of schooling, School attendance 
Standard of living - Cooking fuel, Sanitation, Drinking 
water, Electricity, Housing and assets. 

2. Solution (c) 
Exp) Option c is correct 
Option c is correct. Disguised unemployment is also 
known as hidden unemployment, this refers to a situation 
where labour that is employed in a job is not actually 
utilised for the production of goods and services. In 
other words, such employment does not contribute to 
the output of an economy and is thus akin to a form of 
unemployment. This usually happens when more than 
required people are employed in a job. 

3. Solution (a) 
Exp) Option a is correct 
Option a is correct. Demographic dividend refers to 
the growth in an economy that is the resultant effect of a 
change in the age structure of a country’s population. The 
change in age structure is typically brought on by a decline 
in fertility and mortality rates 
Imparting Skills to the young population will help India 
reap the benefits of demographic dividend. 

4. Solution (c) 
Exp) Option c is correct 
Statements 2 and 4 are correct and statements 1 and 3 are 
incorrect. Human capital, intangible collective resources 
possessed by individuals and groups within a given 
population. These resources include all the knowledge, 
talents, skills, abilities, experience, intelligence, training, 
judgment, and wisdom possessed individually and 

collectively, the cumulative total of which represents a 
form of wealth available to nations and organizations to 
accomplish their goals. 
Human capital formation is the act of increasing the 
productive qualities of the labor force by providing 
more education and increasing the skills, health, and 
notarization level of the working population. 
Source) CSE 2018

5. Solution (b) 
Exp) Option b is correct 
Option b is correct. Inter-state price differentials cause 
the variation in poverty lines from state to state. Poverty 
lines vary intra-state for urban and rural areas. 

6. Solution (b) 
Exp) Option b is correct 
Statement 1 is incorrect. Worker productivity increased 
in both rural and urban areas, though it increased more 
in urban areas 
Statement 2 is incorrect. The percentage share of rural 
areas in the workforce increased for the male workforce 
but reduced for females. 
Statement 3 is correct. In rural areas, the growth in non 
-farm economy increased. 
Statement 4 is correct. The growth rate in rural 
employment decreased. 

7. Solution (c) 
Exp) Option c is correct 
Option c is correct: “Pradhan Mantri Jan-Dhan Yojana 
(PMJDY)” under the National Mission for Financial 
Inclusion was launched initially for a period of 4 years (in 
two phases) on 28th August 2014. It envisages universal 
access to banking facilities with at least one basic banking 
account for every household, financial literacy, access to 
credit, insurance and pension. 
PMJDY has provided a platform for the three social 
security schemes viz. Pradhan Mantri Jeevan Jyoti Bima 
Yojana (PMJJBY), Pradhan Mantri Suraksha Bima Yojana 
(PMSBY), Atal Pension Yojana (APY) and Pradhan 
Mantri Mudra Yojana (PMMY). 

8. Solution (b) 
Exp) Option b is correct 
Statement 1 is correct. Central Government launched in 
1996-97, an Accelerated Irrigation Benefits Programme 
(AIBP) to provide Central Loan Assistance (CLA) to 
states for accelerated implementation of major/medium 
irrigation projects in the country 
Statement 2 is correct. Command Area Development 
Programme (CAD) was launched in 1974-75 with 
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objective of improving the utilization of existing irrigation 
potential. 

9. Solution (c) 
Exp) Option c is correct 
Statement 1 is correct. Sovereign Gold Bond Scheme 
and Gold Monetization Scheme were launched by Central 
Government in 2015. 
Statement 2 is incorrect. It not impacts FDI in the gold 
and jewellery sector. 
Statement 3 is correct. The primary purpose to launch 
these schemes was to reduce dependence on imported 
gold (India is the largest consumer of gold in the world) 
and streamline the gold business in the country. Gold 
Monetization Scheme pays interest on gold deposits thus 
mobilising the idle gold lying in households, institutions, 
corporates & temple trusts of the country and facilitate 
its use for productive purposes, and in the long run, to 
reduce country’s reliance on the import of gold. 
Source) CSE 2016

10. Solution (d) 
Exp) Option d is correct 
The UDAY scheme was launched in 2015, under the 
Government of India for operational and financial 
turnaround of the Power Distribution Companies 
(DISCOMs) owned by any state. UDAY scheme also aims 
in providing a solution for revenue-side efficiency as well 
as cost-side efficiency. 

11. Solution (c) 
Exp) Option c is correct 
Statement 1 is correct. NAM is a pan-India electronic 
trading portal launched by Ministry of Agriculture & 
Farmer’s Welfare, Government of India to facilitate 
farmers, traders, buyers, exporters, processors with a 
common platform for trading commodities. 
Statement 2 is correct. NAM promotes uniformity, 
streamlining of procedures across the integrated markets, 
removes information asymmetry between buyers and 
sellers and promotes real time price discovery, based on 
actual demand and supply, promotes transparency in 
auction process, and access to a nationwide market for 
the farmer, with prices commensurate with quality of his 
produce and online payment and availability of better 
quality produce and at more reasonable prices to the 
consumer. 

12. Solution (b) 
Exp) Option b is correct 
Options 1, 3 and 4 are correct. The Kisan Credit Card 
scheme aims at providing adequate and timely credit 
support from the banking system under a single window 
with flexible and simplified procedure to the farmers for 
their cultivation and other needs as indicated below: 
To meet the short term credit requirements for cultivation 
of crops; 

Post-harvest expenses; 
Produce marketing loan; 
Consumption requirements of farmer household; 
Working capital for maintenance of farm assets and 
activities allied to agriculture; 
Investment credit requirement for agriculture and allied 
activities. 

4.2. Poverty, Health and Unemployment

13. Solution (a) 
Exp) Option a is correct. 
Statement 1 is incorrect: The poverty ratio in India has 
been measured by the poverty line quantified in terms 
of per capita consumption expenditure over a month 
(based on the National Sample Survey Office (NSSO) 
consumption expenditure surveys). The basket of goods 
and services necessary to satisfy basic human needs is the 
poverty line basket (PLB). Thus, poverty ratio estimation 
in India is not based upon per capita income levels. 
Statement 2 is correct: Lakdawala Expert Group (1993) 
was the first to come out with state-specific poverty lines 
in order to reflect the inter-state price differentials. 
Statement 3 is correct: Rangarajan committee (2014) 
recommended separate consumption baskets for rural 
and urban areas which include food items that ensure 
recommended calorie, protein & fat intake and non-
food items like clothing, education, health, housing and 
transport. It reverted to the practice of having separate 
all-India rural and urban poverty line baskets and 
deriving state-level rural and urban estimates from these. 
Knowledge Base: 
Poverty estimation committees 
Alagh Committee (1979) came out with different poverty 
line for rural and urban areas on the basis of nutritional 
requirements and related consumption expenditure. 
Tendulkar Committee (2009) recommended a shift away 
from calorie consumption-based poverty estimation 
by incorporation of private expenditure on health and 
education, a uniform poverty line basket (PLB) across 
rural and urban India and using the Mixed Reference 
Period as opposed to Universal Reference Period used by 
earlier committees. 

14. Solution (c) 
Exp) Option c is correct. 
Pair 1 is correctly matched. Chronic poor include the 
people who are classified as usually poor and always poor. 
They are the people who are poor for most part of their 
life. 
Pair 2 is incorrectly matched. Usually, poor are people 
who are usually below poverty line but may come above 
poverty line on some occasions. Example is casual 
workers. 
Pair 3 is incorrectly matched. Occasionally poor are 
people who have sufficient income to stay above the 
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poverty line but may sometimes move below poverty 
line due to some loss or bad luck which reduces their 
income. 
Pair 4 is correctly matched. Churning poor are people 
who regularly move above and below poverty line 
regularly. Example of it is small farmers and seasonal 
workers. 

15. Solution (c) 
Exp) Option c is correct. 
Statement a is incorrect. Relative poverty describes 
circumstances in which people cannot afford actively 
to participate in society and benefit from the activities 
and experiences that most people take for granted. It is 
defined from the social perspective that is living standard 
compared to the economic standards of population 
living in surroundings. 
Statement b is incorrect. Situational poverty is a period 
wherein an individual falls below the poverty line 
because of a sudden event. Situational poverty can be 
caused by a range of factors, such as: a divorce, death of 
the family head, illness, a natural disaster or loss of job 
Statement c is correct. Absolute poverty is when 
household income is below a certain level, which makes it 
impossible for the person or family to meet basic needs of 
life including food, shelter, safe drinking water, education, 
healthcare, etc. 
Statement d is incorrect. Generational poverty is a term 
applied to families who have experienced poverty for at 
least two generations. 

16. Solution (a) 
Exp) Option a is correct. 
Pair 1 is correctly matched. The Task Force on “Projections 
of Minimum Needs and Effective Consumption Demand” 
headed by Dr. Y. K. Alagh (1979), recommended the 
calorie norm of 2400 kcal per capita per day in rural 
areas and 2100 kcal per capita per day in urban areas for 
defining the poverty line. 
Pair 2 is correctly matched. The Lakdawala Committee 
disaggregated the poverty line into state specific poverty 
lines to reflect the differences among different states. It 
suggested use of CPI-IW and CPI-AL to update the state 
specific poverty lines instead of the National Account 
Statistics. 
Pair 3 is correctly matched. The important 
recommendations of the Tendulkar Expert Group were 
to use a Mixed Reference Period for poverty estimation 
instead of Uniform Reference Period. It also recommended 
inclusion of private expenditure on health and education 
in poverty estimations and basing of poverty lines on 
nutritional outcomes instead of calorie norms. 
Pair 4 is incorrectly matched. The poverty line basket for 
rural and urban areas was unified into one single poverty 
line basket by the Tendulkar Expert Group (2009). 
The Rangarajan Committee specifically recommended 
reverting back to the practice of separate poverty line 
basket for rural and urban areas. 

17. Solution (b) 
Exp) Option b is correct. 
Option a is incorrect. Natural inequalities are considered 
to be the result of the different characteristics and abilities 
with which people are born. It is generally assumed that 
natural differences cannot be altered. 
Option b is correct. Social inequalities are those which 
are created by society and are based on values in 
which we live. Certain societies may, for instance, value 
those who perform intellectual work over those who do 
manual work and reward them differently. They may treat 
differently people of different race, or colour, or gender, or 
caste. Differences of this kind reflect the values of a society 
and some of these may certainly appear to us to be unjust. 
Option c is incorrect. Political and legal equality by itself 
is not sufficient to build a just and egalitarian society, 
however it is an important component of it. 
Option d is incorrect. Inequality which is relatively 
untouched over generations is more dangerous for a 
society. If in a society certain class of people have enjoyed 
considerable wealth, and power, over generations, the 
society would become divided between those classes and 
others who have remained poor over generations. Over 
time such class differences can give rise to resentment and 
violence. 

18. Solution (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. Universal Basic income (UBI) by 
its very name, is universal i.e. for all. Everyone irrespective 
of their financial condition is entitled to UBI and thus it 
isn’t only for the poorest. 
Statement 2 is incorrect. UBI has been tried in India by 
Ahmedabad-based non-profit Self-Employed Women’s 
Association (SEWA) between 2011 and 2013 in Madhya 
Pradesh’s Indore district on a pilot basis. The study showed 
positive and promising results. The impact showed that 
the majority of the beneficiaries (over 66 per cent) used 
the ready cash for constructive purposes. While some 
used the money to improve farm production, others 
invested in livestock. Education also became a priority 
and many families sent their children to better schools. 
Statement 3 is incorrect. The PM-KISAN scheme is 
not an example of UBI as it is not Universal. It is only 
applicable to farmers with certain qualifications, it is 
neither universal nor unconditional, both of which are 
requirements for a scheme to be considered UBI. 

19. Solution (b) 
Exp) Option b is correct. 
Statement 1 is correct. As per the 2011 census, the total 
number of internal migrants in India is 45.36 crore or 
37% of the country’s population. This includes inter-state 
migrants as well as migrants within each state. 
Statement 2 is incorrect. It is estimated that current 
levels of internal migration are about 600mn. Only about 
60 million (10% of all internal migrants) move from 
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one state to another. An estimated 400 million Indians 
migrate within the district they live in. About 140 million 
migrate from one district to another but within the same 
state. Thus, inter-state migration accounts for just about 
10% of total internal migration. 
Statement 3 is correct. The most dominant form of 
migration is from rural-to-rural areas. It accounts for 
over 50% of the total migration. 
Rural to urban areas migration accounts for only about 
20% of the total migration (600 million). 
Urban to urban areas migration accounts for only about 
20% of the total migration (600 million). 
Total urban migration (rural to urban as well as urban to 
urban) accounts for 40% of the total migration. 

20. Solution (b) 
Exp) Option b is correct 
Statement 1 is incorrect. Industrial Relations code, 2020 
defines a ‘worker’ as any person who work for hire or 
reward. It excludes persons employed in a managerial 
or administrative capacity, or in a supervisory capacity 
with wages exceeding `18,000. 
Statement 2 is correct. All industrial establishment with 
300 workers or more must prepare standing orders on 
the matters relating to classification of workers, manner 
of informing workers about work hours, holidays, 
paydays, and wage rates, termination of employment, and 
grievance redressal mechanisms for workers. 
Statement 3 is correct. Under Industrial Relations code, 
2020, it is required for an establishment having at least 
300 workers to seek prior permission of the government 
before closure, lay- off, or retrenchment. 

21. Solution (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: Unemployment rate is higher in 
urban areas as compared to rural areas in India as seen in 
this graph. 
Statement 2 is correct: Unemployment is higher for 
males in rural areas as compared to females. 
In urban areas, female unemployment is higher. 
Overall, urban areas have more unemployment than rural 
areas. 
Statement 3 is incorrect: India has seen an uptrend in 
Working Age Population ratio. 
2011 – 64.3% 
2015 – 65.7% 
2018 – 66.4%. 

22. Solution (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. Unemployment rate is defined 
as the percentage of persons unemployed among the 
persons in the labour force. There is no specific trend 
with respect to the unemployment rate in the past 3 

years. According to the third annual report on Periodic 
Labour Force Survey (PLFS), conducted by the National 
Statistical Office (NSO) between July 2019 and June 2020, 
the unemployment rate fell to 4.8 per cent in 2019-20. 
In 2018-19, it stood at 5.8 per cent and 6.1 per cent in 
2017-18. 
Statement 2 is incorrect. Labour force participation ratio 
(LFPR) increased to 40.1% in 2019-20 from 37.5% and 
36.9%, respectively, in the last two years. The higher the 
LFPR, the better. LFPR denotes the percentage of persons 
in labour force (those working or seeking or available for 
work) in the population. 

23. Solution (c) 
Exp) Option c is correct. 
Statement a is correct: The Global MPI is released annually 
by UNDP and OPHI and the results are published in their 
websites. It replaced the Human Poverty Index. 
Statement b is correct: India lifted about 270 million 
people out of multidimensional poverty between 2005-06 
and 2015-16. 
Statement c is incorrect: The index emphasises on 
measuring and monitoring progress under the goals to 
reach ‘zero poverty by 2030-Goal 1 of the SDGs’. 
SDG 12 is related to Responsible consumption and 
production and SDG 13 is related to Climate Action. 
Statement d is correct: A person is multidimensionally 
poor if she/he is deprived in one third or more 
(means 33% or more) of the weighted indicators (out of 
the ten indicators). Those who are deprived in one half or 
more of the weighted indicators are considered living in 
extreme multidimensional poverty. 
Knowledge Base: Multidimensional Poverty Indices 
use a range of indicators to calculate a summary poverty 
figure for a given population, in which a larger figure 
indicates a higher level of poverty. This figure considers 
both the proportion of the population that is deemed 
poor, and the ‘breadth’ of poverty experienced by these 
‘poor’ households 
MPI is based on the idea that poverty is not unidimensional 
(not just depends on income and one individual may lack 
several basic needs like education, health etc.), rather it 
is multidimensional. The index shows the proportion of 
poor people and the average number of deprivations each 
poor person experiences at the same time. MPI uses three 
dimensions and ten indicators which are 
Education: Years of schooling and child enrolment (1/6 
weightage each, total 2/6); Health: Child mortality and 
nutrition (1/6 weightage each, total 2/6); Standard of 
living: Electricity, Housing, drinking water, sanitation, 
cooking fuel and assets (1/18 weightage each, total 2/6). 

24. Solution (c) 
Exp) Option c is correct. 
The Human Development Index (HDI) was created to 
emphasize that people and their capabilities should be 
the ultimate criteria for assessing the development of a 
country, not economic growth alone. 
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There are three dimensions to HDI - 
The health dimension is assessed by life expectancy at 
birth, 
The education dimension is measured by mean of years of 
schooling for adults aged 25 years and more and expected 
years of schooling for children of school entering age. 
The standard of living dimension is measured by Gross 
National Income per capita. 
The HDI simplifies and captures only part of what human 
development entails. It does not reflect on inequalities, 
poverty, human security, empowerment, etc. 

25. Solution (b)
Exp) Option b is correct. 
SRS provides demographic statistics and not biometric 
statistics in India. The SRS is a demographic survey for 
providing reliable annual estimates of infant mortality 
rate, birth rate, death rate and other fertility and mortality 
indicators. Average time to publication of SRS annual 
reports is about two years. 
According to the recently released SRS data for 2018, 
Madhya Pradesh has the worst infant mortality rate in 
the country while Nagaland has the best. 

26. Solution (b)
Exp) Option b is correct. 
In behavioural economics, nudging is any aspect of 
the choice architecture that alters people’s behaviour 
in a predictable way. It does not forbid other options 
available to push people to adopt a particular behaviour. 
It also avoids significantly changing their economic 
incentives. Nudges are not mandatory in nature. In India, 
nudging is being used in the Give it up scheme, which 
appeals people who are well off financially, to give up the 
LPG gas subsidies. 

27. Solution (a)
Exp) Option a is correct. 
‘Thalinomics: the economics of a plate of food in India’ is 
an attempt to figure out how much a meal costs in India. 
The notion of Thalinomics takes into account affordability 
as a factor of daily wage, indicating improved welfare of 
the common person. It is used to drive home the point 
that affordability of a plate of meal has improved. The 
concept was introduced in the Economic Survey (2019-
20). 

28. Solution (d) 
Exp) Option d is correct. 
Green GDP (not Gross National Happiness) is an attempt 
to measure the growth of an economy by subtracting 
the costs of environmental damages and ecological 
degradations from the Gross Domestic Product. 

29. Solution (b) 
Exp) Option b is correct 

The annual population growth rate has not been 
consistently increasing since independence. Annual 
growth rate of population in India in last three years: 
• 2021-21: 0.97% 
• 2019-20: 0.99% 
• 2018-19: 1.02% 
The Total Fertility Rate (TFR) refers to the total number 
of children born or likely to be born to a woman in her 
lifetime. TFR has declined from 2.4 to 2.2 during the 
period between 2011 and 2018. 

30.  Solution (a)
Exp) Option a is correct  
Statement 1 is correct. When financial institutions are 
required to pay interest for parking excess reserves with 
the central bank, then such policy is known as negative 
interest rate policy. That way, central banks penalize 
financial institutions for holding on to cash in hope of 
prompting them to boost lending. 
Statement 2 is incorrect. Negative rates weaken a 
country’s currency rate by making it a less attractive 
investment than that of other currencies. A weaker 
currency gives a country’s export a competitive advantage. 

31. Solution (a) 
Exp) Option a is correct. 
 The poverty gap is the ratio by which the mean income 
of the poor falls below the poverty line. The intensity of 
poverty makes it possible to see how far the living standard 
of the poor population is from the poverty line. Poverty 
gap (and not poverty trap) measures the intensity of 
poverty. 
Poverty trap is a spiralling mechanism which forces 
people to remain poor. 

32. Solution (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. Currently, NITI Aayog 
calculates poverty Line in India and for this it uses data 
from the National Sample Survey Organisation (NSSO). 
The Central Government presently has no direct role 
in determining the poverty line in India and there is no 
periodic revision of it as well. 
Statement 2 is correct. Indian poverty line is consumption 
based rather than strictly income based. It also accounts 
for the very different natures of work and dietary 
requirements of people living in these areas. 

33. Solution (b) 
Exp) Option b is correct. 
India has the largest working age population making it 
the youngest country in the world owing to its massive 
population. Around 62.5% of Indians are currently in the 
working age group. 
China is older than India. By 2022, the median age in India 
will be 28 years; in comparison, it will be 37 in China.
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34. Solution (c) 
Exp) Option c is correct. 
Statement 1 is correct. The Fifth Five-Year Plan laid 
stress on employment, poverty alleviation (Garibi Hatao), 
and justice. The plan also focused on self-reliance in 
agricultural production and defence. This was the first 
time that poverty alleviation was declared in the objectives 
of any plan. 
Statement 2 is correct. Scholar’s state three major areas 
of concern while implementing poverty alleviation 
programmes. Due to unequal distribution of land and 
other assets, the benefits from direct poverty alleviation 
programmes have been appropriated by the non-poor. 
Secondly, compared to the magnitude of poverty, the 
amount of resources allocated for these programmes is 
not sufficient. There is also non-participation of local level 
institutions in programme implementation. 

35. Solution (d) 
Exp) Option d is correct. 
Disguised unemployment is a common form of 
unemployment in rural India in agriculture. An economy 
demonstrates disguised unemployment when productivity 
is low and too many workers are filling too few jobs. 

36. Solution (d) 
Exp) Option d is correct. 
The National Statistical Office (NSO) launched Periodic 
Labour Force Survey (PLFS) in April 2017. 
The objective of PLFS is primarily twofold: 
To estimate the key employment and unemployment 
indicators (viz. Worker Population Ratio, Labour Force 
Participation Rate, Unemployment Rate) in the short time 
interval of three months for the urban areas only in the 
Current Weekly Status (CWS) 
To estimate employment and unemployment indicators in 
both usual status and CWS in both rural and urban areas 
annually. 

37. Solution (d) 
Exp) Option d is correct. 
There are 3 sources of data on unemployment: Reports of 
Census of India, National Sample Survey Organisation’s 
reports of employment and unemployment situation, 
Directorate general of employment and training data of 
registration with employment exchanges. Though they 
provide different estimates of unemployment, they do 
provide us with the attributes of unemployed and variety 
of unemployment prevailing in the country. 

38. Solution (b) 
Exp) Option b is correct. 
Statement 1 is correct: Physical capital is tangible. 
Human capital is intangible; it is endogenously built in 
the body and mind of its owner. 
Statement 2 is correct: Physical Capital can be easily sold 
in the market like any other commodity. While Human 

capital is not sold in the market; only the services of the 
human capital are sold. 
Statement 3 is incorrect: Both forms of capital depreciate 
with time. Continuous use of machine leads to depreciation 
and in the case of human capital, depreciation takes place 
with ageing. 
Statement 4 is incorrect: Physical capital is completely 
mobile between countries except for some artificial 
trade restrictions. Human capital is not perfectly mobile 
between countries as movement is restricted by nationality 
and culture. 

39. Solution (d)
Exp) Option d is correct. 
Gross Enrolment Ratio (GER) is the student enrolment as 
a proportion of the corresponding eligible age group in a 
given year. In 2018-19, the GER in primary education was 
close to 100%. GER can exceed 100% due to the inclusion 
of over-aged and under-aged students because of early or 
late entrants. 

40. Solution (b) 
Exp) Option b is correct. 
Global MPI was first developed in 2010 by Oxford Poverty 
and Human Development Initiative (OPHI) and United 
Nations Development Programme (UNDP) for UNDP’s 
Human Development Reports. 
Global MPI is computed by assigning scores for each 
surveyed household on 10 parameters/indicators across 3 
dimensions. 

Dimension Parameter 
Health Child Mortality 

Nutrition 
Education Years of schooling 

School attendance 
Standard of Living Cooking fuel 

Sanitation 
Drinking water 
Electricity 
Housing 
Asset 

41. Solution (b) 
Exp) Option b is correct. 
National Health Profile 2019 is a comprehensive data base 
of health information of India released by the Central 
Bureau of Health Intelligence. As per the profile, the 
Maternal Mortality Ratio is highest in Assam & lowest in 
Kerala. The lowest sex ratio of 618 females per 1000 males 
was reported by the UT of Daman & Diu followed by 
Chandigarh (818/1000). The highest population density 
of 11320 populations per square kilometre was reported 
by NCT of Delhi whereas Arunachal Pradesh has reported 
the lowest population density of 17. 
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42. Solution (a) 
Exp) Option a is correct. 
DALY expresses premature mortality and disability due 
to a particular cause. It is made up of Years of Life Lost 
(YLL) and Years of Life lived with Disability (YLD). 
Years of Life Lost is the time people lose because they 
die before their average life expectancy has expired. YLD 
measures years of life lived with any short or long-term 
condition that prevents a person from living in full health. 
1 DALY is equivalent to loss of 1 year of full health. 

43. Solution (b) 
Exp) Option b is correct. 
Digital Lending is a practice of lending through web 
platforms or various mobile applications utilizing the 
technology for authentication and credit assessment. 
Statement 1 is correct. Digital Lending helps in creating 
financial inclusion. It helps to meet the unmet credit 
need, in the microenterprise and low-income consumer 
segment in India. 
Statement 2 is correct. Digital lending platforms have 
been known to cut overhead costs by 30-50%. It is also 
a time-saving process as it saves time spent uselessly in 
banks. 
Statement 3 is incorrect. Digital lending has given rise 
to a growing number of unauthorized digital lending 
platforms and mobile applications in the market. These 
apps usually charge excessive rates of interest and also 
have hidden charges. 

44.  Solution (a) 
Exp) Option a is correct 
Statement 1 is correct. Fixed-term employment is a 
contract in which a company or an enterprise hires 
an employee for a specific period of time. Fixed-term 
employees can be directly hired by employers without 
mediation by a middleman. In most case it is for a year 
but can be renewed after the term expires depending 
on the requirement. In a fixed-term employment, the 
employee is not on the payroll of the company. 
Statement 2 is correct. Employers are not required to 
provide retrenchment benefits to fixed-term employees. 
This imparts flexibility to the enterprises to adjust their 
workforce as per their requirements. 
Statement 3 is incorrect. The Code on Industrial Relations 
(2020) does not specify a minimum or maximum tenure 
for hiring fixed-term employees. 

4.3. Schemes

45. Solution (c) 
Exp) Option c is correct. 
Gross National Happiness Index (GNH Index) tries 
to measure the well-being apart from the economic 
development of the population. This is unlike other such 
indices and indicators such as Human Development 
Index and Multidimensional Poverty Index, etc. 

Statement 1 is correct: The concept of GNH has been 
explained by its four pillars: good governance, sustainable 
socio-economic development, cultural preservation, and 
environmental conservation. Lately the four pillars have 
been further classified into nine domains - psychological 
wellbeing, health, education, time use, cultural diversity 
and resilience, good governance, community vitality, 
ecological diversity and resilience, and living standards. 
Statement 2 is incorrect: GNH Index uses both 
traditional socio-economic indicators such as living 
standards, health and education and less traditional 
aspects of culture and psychological wellbeing to create a 
complete picture of well-being of the people. 
Statement 3 is correct: The GNH index is based 
on the Alkire-Foster method of multidimensional 
measurement, which has been adapted for this purpose. 
In the GNH Index it measures the intensity of happiness 
or unhappiness of people to categorise them into 4 
groups - unhappy, narrowly happy, extensively happy, and 
deeply happy. For policy purposes it identifies ‘happiness’ 
as comprising sufficient achievements in 66% of the 
weighted indicators, whichever domains they come from. 
Knowledge Base: 
The GNH Index uses 33 indicators across 9 domains and 
4 themes (good governance, sustainable socio-economic 
development, cultural preservation, and environmental 
conservation). 

46. Solution (a) 
Exp) Option a is correct. 
Option a is correct: Union Agriculture Ministry 
introduced Participatory Guarantee Scheme to 
incentivize more farmers to grow organic food. PGS is 
a process of certifying organic products, which ensures 
that their production takes place in accordance with laid-
down quality standards. The certification is in the form of 
a documented logo or a statement. 
PGS is a process in which people in similar situations 
(small producers) assess, inspect, & verify the production 
practices of each other & take decisions on organic 
certification. 
Individual farmers or group of farmers smaller than five 
members are not covered under PGS. They either have to 
opt for third party certification or join the existing PGS 
local group. 
Knowledge Base: 
For self-reliance in edible oil government has released 
the scheme call National Edible Oil Mission-Oil Palm 
(NMEO-OP). 

47.  Solution (c)
Exp) Option c is correct. 
Option a is correct. Earlier if a beneficiary were to shift 
to another state, new ration cards has to be applied in 
the second state. Now under one nation one ration card 
one ration card will be applicable nationwide. Thus, 
beneficiaries from one state can get their ration from 
another state. 
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Option b is correct. One nation one ration card will also 
give the beneficiaries the opportunity to opt for the dealer 
of their choice. If any dealer misbehaves or misallocates, 
the beneficiary can switch to another FPS shop instantly. 
Option c is incorrect. Ministry of Consumer Affairs, 
Food and Public distribution is the nodal ministry under 
the scheme. 
Option d is correct. There is no need to share or carry the 
ration card or Aadhaar card with ration dealer to avail the 
benefit. Beneficiaries can undergo Aadhaar authentication 
by using their finger prints or is based identification. 

48. Solution (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. SVAMITVA (Survey of 
Villages and Mapping with Improvised Technology in 
Village Areas) scheme is a Central Sector Scheme aimed 
at “providing ‘record of rights’ to village household 
owners possessing houses in inhabited rural areas in 
villages and issuance of property cards to the property 
owners. It envisages mapping the land parcels in rural 
inhabited areas using drone technology and Continuously 
Operating Reference Station (CORS). It aims to provide 
an integrated property validation solution for rural India. 
Statement 2 is correct. SVAMITVA scheme is a 
collaborative effort of the Ministry of Panchayati Raj, State 
Panchayati Raj Departments, State Revenue Departments 
and Survey of India. 
Statement 3 is correct. The scheme will help in 
streamlining planning and revenue collection in rural 
areas and ensuring clarity on property rights. It will enable 
creation of better-quality Gram Panchayat Development 
Plans (GPDPs), using the maps created under this 
programme. 
Statement 4 is incorrect. The mapping will be done across 
the country in a phase-wise manner over a period of four 
years - from 2020 to 2024. The program is currently being 
implemented in six states - Haryana, Karnataka, Madhya 
Pradesh, Maharashtra, Uttar Pradesh and Uttarakhand. 
Statement 5 is correct. The SVAMITVA scheme aims to 
bring financial stability to the citizens in rural India by 
enabling them to use their property as a financial asset for 
taking loans and other financial benefits. 

49. Solution (a) 
Exp) Option a is correct. 
Ministry of Health and Family Welfare launched IMI3.0 
in 2021. Focus of the IMI 3.0 will be the children and 
pregnant women who have missed their vaccine doses 
during the COVID-19 pandemic. Intensified Mission 
Indradhanush 3.0 (IMI 3.0) aimed to reach the unreached 
population with all the available vaccines under Universal 
Immunisation Programme (UIP) and thereby accelerate 
the full immunization and complete immunization 
coverage of children and pregnant women. The Universal 
Immunization Programme provides life-saving vaccines to 
all children across the country free of cost to protect them 
against Tuberculosis, Diphtheria, Pertussis (Whooping 

cough), Tetanus, Polio, Hepatitis B, Pneumonia and 
Meningitis due to Haemophilus Influenzae type b (Hib), 
Measles, Rubella, Japanese Encephalitis (JE) and 
Rotavirus diarrhoea. (Rubella, JE and Rotavirus vaccine 
in select states and districts). 
Mumps is an acute viral illness affecting young children, 
characterized by fever and swelling of the parotid gland(s) 
and may lead to complications mainly deafness, orchitis, 
oophoritis, pancreatitis and meningo-encephalitis. 
Mumps disease is not included in Intensified Mission 
Indradhanush 3.0 or in Universal immunization 
programme. Similarly, Covid 19 is also not covered 
under it. 

50. Solution (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. The Government had announced 
a scheme of Mega Investment Textiles Parks (MITRA) in 
the Budget 2021-22. It envisages the establishment of 7 
Textile Parks over the next 3 years. 
Statements 2 and 3 are correct. The scheme is expected to 
help the textile industry become globally competitive, 
attract large investments and boost employment 
generation within the textile sector and boost textile 
exports. 
The parks to be setup over 1,000 acres of land with world 
class infrastructure, and plug-and-play facilities. It will 
help make India global champion in textile exports. The 
parks are targeted to have uninterrupted water and power 
supply, common utilities and research and development 
labs. 

51. Solution (c) 
Exp) Option c is correct. 
Pair 1 is incorrectly matched: Sahakar Mitra is a scheme 
on Internship Programme for young professionals in 
cooperative sector. The programme aims at providing an 
opportunity to professional graduates to get experience in 
areas of functioning of National Cooperative Development 
Corporation (NCDC) and related aspects of cooperatives. 
Yuva Sahakar scheme, on the other hand, encourages 
young entrepreneurs into start-ups in the cooperative 
sector by providing them cheaper loans. 
Pair 2 is correctly matched: Generation unlimited 
(GenU) called YuWaah in India is a global multisector 
and multi-stakeholder alliance. It aims to facilitate youth 
to gain relevant skills for productive lives and work. The 
target age group of YuWaah includes adolescent girls and 
boys (10-24 years). The mission is to promote access to 
foundational, transferable and 21st century skills for 
youth inside and outside formal education systems. 
YuWaah- (Generation Unlimited India) is launched by 
the United Nations Children’s Fund (UNICEF) and the 
Ministry of Women and Child Development. 
Pair 3 is correctly matched: Chunauti programme aims 
to identify around 300 startups working in identified areas 
and provide them seed funds of upto Rs. 25 Lakh and 
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other facilities through Software Technology Parks of 
India centers across India. Chunauti is a Next Generation 
Startup Challenge Contest to further boost startups and 
software products with special focus on Tier-II towns of 
India. It is launched by the Ministry for Electronics and 
Information Technology. 
Knowledge Base: 
National Cooperative Development Corporation (NCDC) 
is an apex statutory institution established by an Act of 
Parliament in 1963 under the Ministry of Agriculture & 
Farmers Welfare. 
Generation Unlimited Partnership: 
It is a multi-stakeholder initiative that was launched 
by UNICEF and aims to ensure all young people are in 
school, training or employment by 2030. 
Generation Unlimited focuses on identifying, co-creating 
and supporting solutions that have the potential to deliver 
results at scale for young people. 
Identified Areas of Chunauti programme - 
Supply Chain, Logistics & Transportation Management 
Edu-Tech, Agri-Tech & Fin-Tech Solutions for masses 
Infrastructure & Remote monitoring 
Medical Healthcare, Diagnostic, Preventive & 
Psychological Care 
Jobs & Skilling, Linguistic tools & technologies. 
Software Technology Parks of India (STPI) 
It is an Autonomous Society set up in 1991 under the 
Ministry of Electronics and Information Technology 
(MeitY) to encourage, promote and boost the Software 
Exports from India. 

52. Solution (b) 
Exp) Option b is correct. 
Pair 1 is correctly matched. Swasth Vayu is a ‘Made in 
India’ non-invasive (involves use of masks or similar 
device) ventilator developed by the National Aerospace 
Laboratories (NAL), Bengaluru.The ventilator is ideal for 
treating Covid-19 patients in wards, makeshift hospitals, 
dispensaries and homes. 
Pair 2 is incorrectly matched. Dekho Apna Desh is 
an initiative of the Ministry of Tourism (and not Mo 
External Affairs) launched in 2020. It aims to promote 
domestic tourism in India which is intended to enhance 
tourist footfalls in places of tourist interest so as to help 
develop the local economy. 
Pair 3 is correctly matched. Shram Saathi is a tribal 
training module launched by Ministry of Tribal Affairs. 
It aims to ensure the process of livelihood migration is 
safe and productive for tribal migrants. Once training 
is done the tribal migrant worker can demand and access 
services, rights and entitlements etc. 

53. Solution (a) 
Exp) Option a is correct. 
Statement 1 is correct: Atal Bimit Vyakti Kalyan Yojana 

offers cash compensation to insured persons when they 
are rendered unemployed. It is a welfare measure being 
implemented by the Employee’s State Insurance (ESI) 
Corporation. 
Statement 2 is correct: The scheme provides relief to the 
extent of 50% of the average per day earning during the 
previous four contribution periods. It will be paid up to 
maximum 90 days of unemployment once in lifetime to 
the insured Person. 
Statement 3 is incorrect: Only employees covered under 
Section 2(9) of the ESI Act 1948 are eligible under the 
scheme. So, it does not cover all the persons working in 
the unorganized sector. The Insured Person should have 
been in insurable employment for a minimum period of 
two years and has contributed to not less than 78 days 
in each of the four consecutive contribution periods 
immediately preceding the claim of the relief. 

54. Solution (c) 
Exp) Option c is correct. 
Statement 1 is correct: The Department of Empowerment 
of Persons with Disabilities (DEPwD), under the Ministry 
of Social Justice and Empowerment, has launched 
Accessible India Campaign (Sugamya Bharat Abhiyan) 
as a nation-wide Campaign for achieving universal 
accessibility for Persons with Disabilities (PwDs). Under 
the scheme, measures will be undertaken to eliminate 
obstacles and barriers to indoor and outdoor facilities 
including schools, medical facilities, and workplaces. 
These would include not only buildings, but also 
footpaths, curb cuts, and obstacles that block the flow of 
pedestrian traffic. 
Statement 2 is correct: Sugamya Bharat mobile 
application has been recently launched to address 
COVID related issues faced by persons with disabilities. 
It is a crowd sourcing mobile application for sensitising 
and enhancing accessibility in the 3 pillars of the Accessible 
India Campaign i.e., built environment, transportation 
sector and ICT ecosystem in India. The app provides five 
main features, 4 of which are directly related to enhancing 
accessibility, while the fifth is a special feature meant only 
for Divyangjan for COVID related issues. 
Knowledge Base: The app will enable people with 
disabilities and even the elderly to register accessibility-
related problems in buildings, in modes of transport or 
any infrastructure by uploading pictures on it. They can 
also receive information on accessibility-related issues 
through the app. 

55. Solution (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: The Start-up India Seed Fund 
Scheme (SISFS) will provide financial assistance to start-
ups for Proof of Concept, prototype development, 
product trials, market entry, and commercialization. 
SISFS provides financial assistance to early-stage start-
ups when there are very few angel investors and venture 
capitalists are available. 
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Statement 2 is correct: The fund will be disbursed to 
eligible start-ups through eligible incubators across 
India. The scheme has been launched by the Department 
for Promotion of Industry and Internal Trade (DPIIT). 
It will support an estimated 3,600 entrepreneurs through 
300 incubators in the next 4 years. 
Knowledge Base: Seed Funding typically represents the 
first official money that a business venture raises. It helps 
a company to finance its first steps, including things like 
market research and product development, etc. 

56. Solution (d) 
Exp) Option d is correct. 
Statement a is correct: The ‘Natural Language Translation’ 
mission aims to make opportunities and progress in 
science and technology accessible to all in their mother 
tongue and remove the barrier that a requirement of 
high-level of proficiency in English poses. 
Statement b is correct: It is also aimed at the formation 
of an inclusive knowledge society via machine-aided 
translation between English and Indian languages. Using 
a combination of machine and human translation, the 
mission will eventually enable access to teaching and 
researching material bilingually – in English and one’s 
native Indian language. 
Statement c is correct: It aims to setup an ecosystem, 
which includes government agencies (Central and state) 
and start-ups as stakeholders working with scientists and 
researchers to build implementable solutions. 
Statement d is incorrect: It is launched by the Prime 
Minister’s Science, Technology, and Innovation 
Advisory Council (PM-STIAC) (and not by the 
Department of Science and Technology). 

57. Solution (a) 
Exp) Option a is correct. 
‘Project REPLAN’ is the first of its kind project in India, 
where plastic waste is de-structured, degraded, diluted 
and used with paper pulp while making handmade 
paper and thus reduces plastic waste from nature. It was 
launched in 2018 in line with Prime Minister’s ‘Swachh 
Bharat Abhiyaan’ (Clean India Mission). It is a call for 
fighting the menace of single-use plastic. Its primary 
objective is to remove the existing waste plastic material 
from nature and use it in a semi-permanent manner. 
It is implemented by the Khadi and Village Industries 
Commission (KVIC). 

58. Solution (c) 
Exp) Option c is correct. 
SWAYATT stands for Start-ups, Women and Youth 
Advantage Through eTransactions on Government e 
Marketplace (GeM). It is an initiative to promote MSMEs, 
women and young entrepreneurs through e-transactions 
on the Government e-Marketplace (GeM). 
It was launched by the Ministry of Commerce and 
Industry. This will bring together the key stakeholders 
within the Indian entrepreneurial ecosystem to 

Government e-Marketplace, the national procurement 
portal. 
Knowledge Base: 
Government e Marketplace is an online market place 
setup in 2016 for procurement of common use goods 
and services by government ministries, departments and 
CPSEs. It aims to enhance transparency, efficiency and 
speed in public procurement. 
GeM Startup runaway is an initiative of GeM in association 
with Start -up India to facilitate Start-ups registered with 
Start-up India to access the public procurement market 
and sell innovative products and services to government 
buyers. 

59. Solution (c) 
Exp) Option c is correct. 
Statement 1 is correct: TAPAS (Training for Augmenting 
Productivity and Services) offer various courses in 
the field of social defence for capacity building of 
stakeholders. It is an initiative of National Institute of 
Social Defense (NISD) under the Ministry of Social 
Justice and Empowerment. Social defence is generally 
understood as the protection of society against crime 
through a systematically organized and coherent action 
by both the State and civil society. 
Statement 2 is incorrect: The courses under it, can be 
taken up by anyone who wishes to enhance his or her 
knowledge on the topics and there is no fee for joining. 
The five basic courses are on Drug (Substance) Abuse 
Prevention, Geriatric/Elderly Care, Care and Management 
of Dementia, Transgender Issues and on comprehensive 
course on Social Defence Issues. 
Statement 3 is correct: TAPAS is a standard MOOC 
(Massive Open Online Course) platform with course 
material such as filmed lectures and e-study material. 
It provides access to lectures by subject experts, study 
material and more, but in a manner that it supplements 
the physical classroom without compromising on the 
quality of teaching. 

60. Solution (c) 
Exp) Option c is correct. 
Statement 1 is correct: Mission Van Dhan also known 
as ‘Sankalp Se Siddhi’ initiative, was introduced by 
the central government in 2021. Through this mission 
TRIFED aims for convergence of various schemes of 
different ministries and departments and launch various 
tribal development programs in mission mode. 
Statement 2 is correct: Through this mission, 
establishment of 50,000 Van Dhan Vikas Kendras, 3000 
Haat Bazaars, 600 Godowns, 200 Mini TRIFOOD Units, 
100 Common Facility Centres, 100 TRIFOOD parks, 100 
SFURTI clusters, 200 Tribes India retail stores, ecommerce 
platforms for TRIFOOD and Tribes India brands is being 
targeted. 

61. Solution (c) 
Exp) Option c is correct. 
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Statement 1 is correct: Affordable Rental Housing 
Complexes (ARHCs) is under Pradhan Mantri Awas 
Yojana- Urban (PMAY-U). ARHCs means a listed 
project with a mix of at-least 40 Dwelling Units (DUs) 
and Dormitories along with basic civic infrastructure 
facilities such as water, sanitation, sewerage/ septage, 
road, electricity along with necessary social/ commercial 
infrastructure for urban migrant/poor of EWS/LIG 
categories. 
Statement 2 is correct: The creation of Affordable 
Rental Housing Complexes (ARHCs) is as a part of 
the government’s economic package to address the 
Covid-19 crisis. The scheme is in line with the vision of 
AtmaNirbhar Bharat. 
Statement 3 is incorrect: This scheme will be 
implemented in all Statutory towns, Notified Planning 
Areas, and areas of Development/ Special Area 
Development/ Industrial Development Authorities. 

62. Solution (a)
Exp) Option a is correct. 
e-RUPI is an electronic voucher based digital payment 
system. It has been developed by the National Payments 
Corporation of India (NPCI), Department of Financial 
Services, Ministry of Health and Family Welfare and the 
National Health Authority. The platform will be a person-
specific and purpose-specific payments system. 
Statement 1 is correct: e-RUPI is a cashless and 
contactless digital payment medium, which will be 
delivered to mobile phones of beneficiaries in form of an 
SMS-string or a QR code. 
Statement 2 is correct: Banks are the issuing entities for 
electronic vouchers. Any corporate or government agency 
will have to approach the partner banks, which are both 
private and public-sector lenders, with the details of 
specific persons and the purpose for which payments have 
to be made. The beneficiaries will be identified using their 
mobile number and a voucher allocated by a bank to the 
service provider in the name of a given person would only 
be delivered to that person. 
Statement 3 is incorrect: It is a prepaid gift-voucher that 
will be redeemable at specific accepting centres without 
any credit or debit card, a mobile app or internet banking. 
e-RUPI will connect the sponsors of the services with the 
beneficiaries and service providers in a digital manner 
without any physical interface. 

63. Solution (c) 
Exp) Option c is correct. 
Statement a is correct. NRLM works on both demand 
and supply sides of financial inclusion. On the demand 
side, it promotes financial literacy among the poor and 
provides catalytic capital to the SHGs and their federations. 
On the supply side, the Mission coordinates with the 
financial sector and encourages use of Information, 
Communication & Technology (ICT) based financial 
technologies, business correspondents and community 
facilitators like ‘Bank Mitras’. 

Statement b is correct. At least one-woman member 
from each identified rural poor household, is to be 
brought under the Self-Help Group (SHG) network in 
a time bound manner. Special emphasis is particularly 
on vulnerable communities such as manual scavengers, 
victims of human trafficking, Particularly Vulnerable 
Tribal Groups (PVTGs), Persons with Disabilities (PwDs) 
and bonded labour. NRLM has devised special strategies 
to reach out to these communities and help them graduate 
out of poverty. 
Statement c is incorrect. The inclusion of the target group 
under NRLM is determined by a well-defined, transparent 
and equitable process of participatory identification of 
poor (PIP), at the level of the community. All households 
identified as poor through the PIP process is the NRLM 
Target Group and is eligible for all the benefits under the 
programme. 
Statement d is correct. The Scheme was launched by 
Ministry of rural development. 

64. Solution (d) 
Exp) Option d is correct. 
Statement 1 is correct: Ujjwala 2.0 is aimed to provide 
maximum benefit to the migrants who live in other 
states and find it difficult to submit address proof. Under 
the scheme, migrant workers would only be required to 
submit a self-declaration of their residential address to get 
the gas connection. 
Statement 2 is correct: Along with a deposit-free LPG 
connection, Ujjwala 2.0 will provide the first refill and a 
stove free of cost to the beneficiaries. 
Statement 3 is correct: Pradhan Mantri Ujjwala Yojana is 
a scheme of the Ministry of Petroleum & Natural Gas for 
providing LPG connections only to women from Below 
Poverty Line (BPL) households. 

65. Solution (d) 
Exp) Option d is correct. 
Statement 1 is correct: ‘PM-DAKSH’ (Pradhan Mantri 
Dakshta Aur Kushalta Sampann Hitgrahi) is a Mobile 
App and portal to make the skill development schemes 
accessible to the target groups - Backward Classes, 
Scheduled Castes and Safai Karamcharis. 
Statement 2 is correct: ‘PM-DAKSH’ will provide 
facility to register for the training institute and program 
of person’s interest. These training programmes are 
being implemented through the Government Training 
Institutes, and Sector Skill Councils constituted by the 
Ministry of Skill Development and Entrepreneurship and 
other credible institutions. 
Statement 3 is correct: ‘PM-DAKSH’ is implemented by 
the Ministry of Social Justice and Empowerment and 
the three Corporations under the Ministry: 
National Scheduled Castes Finance and Development 
Corporation (NSFDC), 
National Backward Classes Finance & Development 
Corporation (NBCFDC), 
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National Safai Karamcharis Finance and Development 
Corporation (NSKFDC). 

66. Solution (d) 
Exp) Option d is correct. 
The Union Budget 2021-22 announced Jal Jeevan Mission 
(Urban) to bring safe water to 2.86 crore households 
through tap connection. It aims at universal water supply 
in all 4,378 Urban Local Bodies with 2.86 crore household 
tap connections. The Jal Jeevan Mission (Urban) is 
implemented by the Ministry of Housing and Urban 
Affairs. 
Statement 1 is correct. Rejuvenation of water bodies 
to augment sustainable fresh water supply is key area 
of the Mission. JJM(U) will promote circular economy 
of water through development of city water balance plan 
for each city focusing on recycle/reuse of treated sewage, 
rejuvenation of water bodies and water conservation. 
20% of water demand to be met by reused water with 
development of institutional mechanism. 
Statement 2 is correct. Creating green spaces and 
sponge cities to reduce floods is also one of the key areas 
of the Mission. 
Statement 3 is correct. The mission also focuses on 
enhancing amenity value through an Urban Aquifer 
Management plan. 

67. Solution (d) 
Exp) Option d is correct. 
Statement 1 is correct. Hydrogen can be generated from 
renewable energy resources. Depending on the nature of 
the method of its extraction, hydrogen is categorised into 
three categories, namely, grey, blue and green. Hydrogen 
produced from fossil fuels is called grey hydrogen; this 
constitutes the bulk of the hydrogen produced today. 
Hydrogen generated from fossil fuels with carbon capture 
and storage options is called blue hydrogen; hydrogen 
generated entirely from renewable power sources is 
called green hydrogen. In the last process, electricity 
generated from renewable energy is used to split water 
into hydrogen and oxygen. 
Green hydrogen has specific advantages. One, it is 
a clean burning molecule, which can decarbonise a 
range of sectors including iron and steel, chemicals, and 
transportation. Two, renewable energy that cannot be 
stored or used by the grid can be channelled to produce 
hydrogen. 
Statements 2 and 3 are correct. Hydrogen has a high 
energy density as compared to other fuels, thus it produces 
more energy in lesser weight due to which it can prove 
to be a viable option for heavy vehicles covering long 
routes in the future. Hydrogen is two-three times more 
efficient than burning petrol. The energy in 1 kilogram 
of hydrogen gas is about the same as the energy in 2.8 
kilograms of petrol. 
Hydrogen can be used as an automotive fuel through 
both fuel cells and internal combustion engines. 
Although, the fuel cell systems are proven to be more 

efficient than internal combustion engines, they require 
more development in terms of infrastructure. 
The refuelling time required for hydrogen is also lesser 
when compared to electric vehicles and vehicles running 
on conventional fuels. 

68. Solution (a) 
Exp) Option a is correct 
The ‘Vivad se Vishwas’ Scheme was announced to provide 
for dispute resolution in respect of pending income tax 
litigation. The objective of Vivad se Vishwas is to inter 
alia reduce pending income tax litigation, generate timely 
revenue for the Government and benefit taxpayers. 
It was related to direct taxes and not GST. 

69. Solution (b) 
Exp) Option b is correct. 
These Bonds are open to investment by individuals 
(including Joint Holdings) and Hindu Undivided 
Families. NRIs are not eligible for making investments 
in these Bonds. Interest on the Bonds will be taxable 
under the Income-tax Act, 1961. The Bonds shall not be 
tradable in the secondary market and shall not be eligible 
as collateral for loans from banks and NBFCs. 

70. Solution (d) 
Exp) Option d is correct. 
Objectives of KVIC’s Honey Mission: 
Enforce nationally acceptable standards of Good 
Beekeeping Practices (GPB) in the country. 
Develop a network of quality master trainers in the field of 
beekeeping for imparting Good Beekeeping / Apicultural 
Practices. 
Offer a passage for overseas market for hive products. 
Enable pathways from novice beekeepers to viable 
commercial beekeeping by handholding to credit linkages. 
Promote convergence and co-ordination between all the 
stakeholders of beekeeping in India. 

71. Solution (b) 
Exp) Option b is correct. 
The Mission of Unnat Bharat Abhiyan is to enable 
higher educational institutions to work with the people 
of rural India in identifying development challenges 
and evolving appropriate solutions for accelerating 
sustainable growth. It also aims to create a virtuous 
cycle between society and an inclusive academic system 
by providing knowledge and practices for emerging 
professions. 

72. Solution (c) 
Exp) Option c is correct. 
Statement 1 is correct. The MPLADS is implemented 
by the Ministry of Statistics and Programme 
Implementation. Before 1994, the Ministry of Rural 
Development administered the scheme. 
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Statement 2 is incorrect. Under this scheme, the elected 
member of Rajya Sabha can recommend works in any 
district of the State from which he/she is elected. 
Statement 3 is correct. The legislators can only 
recommend works in their constituencies based on a set 
of guidelines. The head of the district, where the MP 
recommends works, is responsible for implementation 
at the ground level. 

73. Solution (c) 
Exp) Option c is correct. 
Statement 1 is correct. The Scheme of “Special Assistance 
to States for Capital Expenditure” is aimed at boosting 
capital expenditure by the State Governments who are 
facing difficult financial environment this year due to 
the shortfall in tax revenue arising from the COVID 19 
pandemic. 
Statement 2 is incorrect. The grants and funds for the 
scheme are being provided for by the Union Government. 
Statement 3 is correct. A specific amount under the 
Scheme is earmarked for only those States who carry out 
a specified set of citizen-centric reforms. 

74. Solution (c) 
Exp) Option c is correct. 
 Objectives of PMKVY 3.0 
Create an ecosystem for the youth to make informed 
choices on the available skilling avenues. 
Provide support to youth for skill training and certification. 
Promote sustainable Skill Centres for greater participation 
of private sector. 
Benefit 8 lakh youth over the scheme period (2020-21). 

75. Solution (c) 
Exp) Option c is correct. 
Central Sector Scheme are the schemes that are entirely 
and directly funded and executed by the central 
government. The schemes are formulated by the Centre, 
based on subjects from the Union List. Some examples 
of Central Sector Schemes include Bharatnet, Namami 
Gange-National Ganga Plan, LPG connection to poor 
households, Crop Insurance Scheme etc. 

76. Solution (d) 
Exp) Option d is correct. 
The purpose of Atal Mission for Rejuvenation and Urban 
Transformation (AMRUT), among others, is to ensure 
that every household has access to a tap with the assured 
supply of water and a sewerage connection. Its concerned 
ministry is Housing and Urban Affairs. Five hundred 
cities have been selected under AMRUT. 

77. Solution (d) 
Exp) Option d is correct. 
Statement 1 is incorrect: Ayushman Bharat – Pradhan 
Mantri Jan Arogya Yojana (AB-PMJAY) is a centrally 

sponsored scheme. The ratio of contribution towards 
premium between Centre and State is 60:40 in all States 
except North Eastern States and the three Himalayan 
States, where the ratio is 90:10. 
Statement 2 is incorrect: Central Sector Schemes are 100 
per cent funded by the Union Government. 

78. Solution (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. The Central ministries also 
implement some schemes directly in the states/UTs, 
which are called Central Sector Schemes (not centrally 
sponsored scheme). 
Statement 2 is incorrect. Centrally Sponsored Schemes 
(CSSs) are formulated on subjects from the State List to 
encourage states to prioritize in areas that require more 
attention. 
Statement 3 is incorrect. Under the Centrally Sponsored 
Schemes (CSSs), the implementation is done by the state 
governments. 

79. Solution (c)
Exp) Option c is correct 
Statement 1 is incorrect. Under KCC, credit is also 
given for the consumption requirements of farmer 
households. 
Statement 2 is incorrect. Sharecroppers, tenant farmers, 
or an oral lessee are eligible for the KCC. 
Statement 3 is correct. Under PM Kisan Samman Nidhi 
scheme, all farmers can avail up to Rs.6,000 every year 
as their income support. So, all beneficiaries under PM 
Kisan Samman Nidhi scheme can get a KCC (Kisan 
credit card) 

80. Solution (c) 
Exp) Option c is correct. 
PM Fasal Bima yojana is allowed for the participation of 
both loanee farmers and non-loanee farmers. The Scheme 
is optional for non-loanee farmers and compulsory for 
loanee farmers. 
Food crops (Cereals, Millets and Pulses), Oilseeds, 
Annual Commercial / Annual Horticultural crop are all 
covered under the scheme. Crop loss due to post harvest 
loss, inundation, hailstorms, attacks by wild animals, 
are covered under the scheme but crop loss due to war, 
nuclear risks and other preventable risks are not covered. 
 Aadhaar has been made mandatory for availing Crop 
insurance from Kharif 2017 season onwards. 

81. Solution (a) 
Exp) Option a is correct 
Statement 1 is correct: In Price Support Scheme (PSS), 
physical procurement of pulses, oilseeds and Copra is 
done by Central Nodal Agencies. 
Statement 2 is incorrect: Price Deficiency Payment 
Scheme (PDPS) is proposed to cover all oilseeds for which 
MSP is notified. 
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Statement 3 is incorrect: Private Procurement and 
Stockist Scheme involves the participation of private 
stockiest. Private agencies will procure oilseeds in 
coordination with the government. 

82. Solution (d) 
Exp) Option d is correct 
Pradhan Mantri Kisan Sampada Yojana aims to create 
modern infrastructure for food processing closer to 
production areas. Under PMKSY, capital subsidy in the 
form of grants-in-aid ranging from 35% to 75% of the 
eligible project cost subject to a maximum specified limit 
is provided to investors. PM Kisan SAMPADA Yojana is 
a comprehensive package which will result in creation 
of modern infrastructure with efficient supply chain 
management from farm gate to retail outlet. 

83. Solution (a) 
Exp) Option a is correct 
Statement 1 is correct: Under the NBS policy, a fixed 
amount of subsidy, decided on annual basis, is provided 
on subsidised P&K fertilizers depending on their nutrient 
content. 
Statement 2 is incorrect: The Ministry of chemicals and 
fertilizers administers the implementation of the scheme. 
Statement 3 is incorrect: Urea is not covered in this 
scheme. In India, urea is the only controlled fertilizer and 
is sold at a statutory notified uniform sale price 

84. Solution (b) 
Exp) Option b is correct 
Statement 1 is correct: Eligible farmers can do their 
self-registration through the Farmers Corner in the PM 
KISAN portal. 
Statement 2 is incorrect. All Institutional Land holders 
shall not be eligible for benefit under the scheme. 
Statement 3 is incorrect: The entire responsibility of 
identification of beneficiary farmer family rests with the 
State / UT Governments. 

85. Solution (d) 
Exp) Option d is correct. 
This scheme aims to enhance the competitiveness of 
existing micro-enterprises in the unorganized segment of 
the food processing industry and promote formalization 
of the sector. 
It adopts One District One Product (ODOP) approach to 
reap the benefits of scale in terms of procurement of inputs, 
availing common services and marketing of products. 
The scheme aims to support the transition process of 
the existing two lakh micro food processing enterprises 
into formal framework by providing access to common 
services like common processing facility, laboratories, 
storage, packaging, marketing and incubation services. 

86. Solution (b) 
Exp) Correct option is b. 

Statement 1 is incorrect: There are 8,038 cold storages in 
the country and 92 per cent of their capacity is owned and 
operated by private entities. 
Statement 2 is correct: The PM Formalisation of Micro 
Food Processing Enterprises (PMFME) Scheme adopts 
One District One Product (ODOP) approach to reap 
benefits of scale in terms of procurement of inputs, 
availing common services and marketing of products. 
Statement 3 is correct: The government has permitted 100 
per cent FDI through automatic route in manufacturing 
of food products subject to sectoral rules and regulations. 

87. Solution (b) 
Exp) Option b is correct. 
e-SANTA stands for Electronic Solution for Augmenting 
NaCSA farmer’s trade-in Aquaculture. 
e-SANTA is an electronic marketplace providing a 
platform to connect aqua farmers and buyers. Further, 
the platform will also act as an alternative marketing tool 
between farmers & buyers by eliminating middlemen. 

88. Solution (d) 
Exp) Option d is correct. 
Operation Greens is a price stabilization scheme that 
aims to ensure farmers are given the right price for 
their produce. It aims to promote Farmer Producers 
Organizations (FPO), Agri-logistics, processing facilities 
and professional management of agri-produce. It aims 
for price stabilisation for producers and consumers; 
and reduction in post-harvest losses by creation of farm 
gate infrastructure and appropriate storage capacity. It 
covered Tomato, Onion and Potato (TOP) crops, and was 
extended during June 2020 to cover all fruits & vegetables 
(TOTAL) for a period of six months. 

89. Solution (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: Atmanirbhar Bharat Rojgar 
Yojana (ABRY) aims to boost employment in formal 
sector and incentivize creation of new employment 
opportunities during the Covid recovery phase. 
Statement 2 is correct: Under the scheme, the employers 
will get employees’ EPF contribution from the central 
government. 
Statement 3 is incorrect: The new scheme will benefit any 
new employee joining employment in EPFO-registered 
establishments on monthly wages less than Rs 15,000. It 
will also benefit those who left their job between March 
1,2020 to September 30,2020 and are employed on or after 
October 1, 2020. 

90. Solution (c) 
Exp) Option c is correct. 
Statement 1 is incorrect: The GOBAR-DHAN scheme is 
implemented under the Swachh Bharat Mission Gramin-
Phase 2, by the Department of Drinking Water and 
Sanitation under the Jal Shakti ministry. 
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Statement 2 is correct: Phase 2 of the SBM (G) focuses 
on ODF sustainability and Solid and Liquid Waste 
Management (SLWM). Gobardhan scheme aims to 
manage the prevailing issues of bio-waste in villages 
including cattle waste. 
Statement 3 is correct: The scheme aims to augment 
income of farmers by converting biodegradable waste into 
compressed biogas (CBG). 

91. Solution (d) 
Exp) Option d is correct 
Statement 1 is incorrect: Soil health card is a Government 
of India’s scheme promoted by the Department of 
Agriculture & Co-operation under the Ministry of 
Agriculture and Farmers’ Welfare. 
Statement 2 is incorrect: Soil health cards are issued to 
farmers every two years so as to provide a basis to address 
nutritional deficiencies in fertilization practices. 
Statement 3 is correct: It contains the status of farmer’s 
soil with respect to 12 parameters. Based on this, the SHC 
will also indicate fertilizer recommendations and soil 
amendment required for the farm. 

92. Solution (a) 
Exp) Option a is correct 
Paramparagat Krishi Vikas Yojana, a sub-component 
of Soil Health Management scheme under National 
Mission of Sustainable Agriculture aims at development 
of sustainable models of organic farming. Fifty or more 
farmers will form a cluster having 50-acre land to take up 
the organic farming under the scheme. 

93. Solution (d) 
Exp) Option d is correct. 
Pradhan Mantri Krishi Sinchayee Yojana (PMKSY) has 
four components which are as under: 
Accelerated Irrigation Benefit Programme- To focus 
on faster completion of ongoing Major and Medium 
Irrigation Projects. 
 Har Khet Ko Pani- Creation of new water sources through 
minor irrigation; and repair, restoration & renovation of 
existing water bodies; 
Per Drop More Crop- to promote water use efficiency 
Watershed Development- for effective management of 
runoff water and improved soil & moisture conservation. 

94. Solution (a) 
Exp) Option a is correct. 
Atal Bhujal Yojana (ATAL JAL) is a Central Sector Scheme 
of the Ministry of Jal Shakti to improve ground water 
management through community participation with an 
outlay of INR 6000 crore. Out of this, INR 3,000 crore 
will be as loan from the World Bank and INR 3,000 crore 
as matching contribution from the Government of India 
(GoI). It is being implemented in identified priority areas 
in seven States, viz. Gujarat, Haryana, Karnataka, Madhya 
Pradesh, Maharashtra, Rajasthan and Uttar Pradesh. 

95. Solution (a) 
Exp) Option a is correct 
Mission Kakatiya is a flagship programme launched by 
the Government of Telangana. Its objective is to enhance 
the development of agriculture-based income for small 
and marginal farmers, by accelerating the development 
of minor irrigation infrastructure, strengthening 
community-based irrigation management and adopting a 
comprehensive programme for restoration of tanks. 

96. Solution (b) 
Exp) Option b is correct. 
Statement 1 is correct. Saansad Adarsh Gram Yojana 
(SAGY) was launched in 2014, under which, each 
Member of Parliament adopts a Gram Panchayat and 
guides its holistic progress giving importance for social 
development at par with infrastructure. 
Statement 2 is correct. Each District Collector has 
nominated a Charge Officer of sufficient seniority 
to coordinate the implementation at the local level 
who will be fully responsible and accountable for the 
implementation. 
Statement 3 is incorrect. No new funds have been 
allocated for the scheme. Funds from existing schemes are 
to be utilized. 

97. Solution (a)
Exp) Option a is correct. 
Statement 1 is incorrect: HRIDAY is not just about 
preservation of heritage monuments. It aims at holistic 
development of heritage cities by developing the core 
heritage linked civic infrastructure like water supply, 
sanitation, waste management, approach roads etc.  
Statement 2 is incorrect: HRIDAY is a scheme of Ministry 
of Housing and Urban Affairs. 
Statement 3 is correct: Initially, 12 cities were identified 
for development under the scheme – Ajmer, Amritsar, 
Amaravati, Badami, Dwarka, Gaya, Kanchi, Mathura, 
Puri, Varanasi, Velankanni, and Warangal. 

98. Solution (b)
Exp) Option b is correct 
Statement 1 is correct: PMAY(Urban) has three 
categories of beneficiaries – Economically Weaker 
Sections (EWS): income less than 3 lakhs, Low Income 
Groups (LIG): income 3 – 6 lakhs and Middle-Income 
Groups (MIG): income 6 lakh – 18 lakhs.  
Statement 2 is correct: In the ISSR model, in place of the 
existing slums, pucca houses will be built by makng use of 
the land (on which slums have been built) as a resource. 
Statement 3 is incorrect: In AHP model the central 
government provides financial support to affordable 
housing projects being implemented in various 
partnership models by States/UTs/Cities including 
private sector. 
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Statement 4 is incorrect: The benefits of this model 
extend to all three categories of beneficiaries – EWS, 
LIG & MIG. 
Statement 5 is correct: Recently, Affordable Rental 
Housing Complexes (ARHCs) had been made an integral 
part of the scheme. 

99. Solution (c) 
Exp) Option c is correct. 
Pair 1 is incorrectly matched. Indian Development 
Assistance Scheme (IDEAS) provides concessional 
financing for infrastructure projects in developing 
countries. 
Pair 2 is correctly matched. As part of Atma Nirbhar 
Bharat package, the government announced collateral 
free loans worth Rs. 3 lakh crores for MSMEs. A Credit 
Guarantee Schemes (CGS) by the government assures the 
bank that its loan will be repaid by the government in 
case the MSME falters. 
Pair 3 is correctly matched. DIKSHA is a state-of-the-art 
platform built to host Open Educational Resources (OER) 
and tools for Teachers in Schools, Teacher Educators in 
Teacher Education Institutes (TEIs) and Student Teachers 
in TEIs. 

100. Solution (d) 
Exp) Option d is correct. 
Production-Linked Incentive (PLI) Scheme has been 
recently launched for 10 key sectors for Enhancing India’s 
Manufacturing Capabilities and Enhancing Exports. 
It included following sectors: Advance Chemistry 
Cell (ACC) Battery, Electronic/Technology Products, 
Automobiles & Auto Components, Pharmaceuticals 
drugs, Telecom & Networking Products, Textile Products: 
MMF segment and technical textiles, Food Products, 
High Efficiency Solar PV Modules, White Goods (ACs & 
LED), Specialty Steel. 

101. Solution (b)
Exp) Option b is correct 
Statement 1 is correct: PM Garib Kalyan Rojgar Yojana 
is a massive rural public works scheme to empower 
and provide livelihood opportunities in areas/ villages 
witnessing large number of returnee migrant workers 
affected by the devastating COVID-19. 
Statement 2 is incorrect: PM-Street Vendor Atmanirbhar 
Nidhi (SVANidhi) is a micro-credit facility that seeks to 
provide collateral-free loan of up to Rs. 10,000 at low 
interest rates to street vendors. 
Statement 3 is correct: Aatmanirbhar Bharat Rozgar 
Yojana (ABRY) has been launched to boost employment 
in formal sector and incentivize employers for creation 
of new employment opportunities during COVID-19 
pandemic. 

102. Solution (b)
Exp) Option b is correct. 

Option a is correct. USTTAD (Upgrading Skill and 
Training in Traditional Arts/Crafts for Development) 
aims to preserve heritage of traditional arts and crafts of 
minority communities. 
Option b is incorrect. Accessible India Campaign 
(Sugamya Bharat Abhiyan) was launched as a nation-
wide Campaign for achieving “universal accessibility for 
Persons with Disabilities (PwDs)”. 
Option c is correct. Nai Roshni Scheme aims to empower 
and instill confidence among minority women. 
Option d is correct. Seekho aur Kamao (Learn & Earn) 
scheme aims at upgrading the skills of minority youth in 
various modern/traditional skills. 

103. Solution (d)
Exp) Option d is correct 
Atal Pension Yojana is the flagship pension scheme 
targeted mainly at unorganized sector of the economy. 
Any individual in the age group of 18-40 years can join 
the scheme provided he/she is not covered under any 
other statutory social security scheme and is not an 
income taxpayer. The government makes matching co-
contributions for a period of five years. Moreover, only 
those subscribers who subscribed between a fixed period 
in 2015-16 are eligible for this benefit. APY provides a 
monthly pension of Rs. 1000 to Rs. 5000 for beneficiaries, 
in their old age. The pension amount is determined by the 
monthly contribution and the years of contribution of the 
subscriber. 

104. Solution (d) 
Exp) Option d is correct. 
A household having adult members desirous of seeking 
unskilled employment may apply for registration under 
MGNREGA. MGNREGA provides at least 100 days of 
guaranteed wage employment in every financial year to 
every rural household whose adult members volunteer 
to do unskilled manual work. The Ministry of Rural 
Development (MRD), Govt of India is monitoring the 
entire implementation of this scheme in association with 
state governments. 

105. Solution (d) 
Exp) Option d is correct. 
 PMAY is aimed at providing housing for all by 2022. This 
will help eliminate the problem of urban slums prominent 
in major Indian cities like Delhi and Mumbai. The scheme 
has a rural and an urban component both of which will 
be implemented by different ministries in their respective 
domains. In urban areas, it is being implemented by the 
Ministry of Housing and Urban Affairs. Initially only 
EWS and LIG category were covered. This has now been 
extended to MIG group as well. 

106. Solution (c) 
Exp) Option c is correct. 
Statement 1 is incorrect: The PMJJBY is available to 
people in the age group of 18 to 50 years. 
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Statement 2 is incorrect: Risk coverage under this scheme 
is for Rs. 2 Lakh in case of death of the insured, due to any 
reason. 
Statement 3 is incorrect: The scheme is being offered 
by Life Insurance Corporation and all other life insurers 
who are willing to offer the product on similar terms 
with necessary approvals and tie up with banks for this 
purpose. 

107. Solution (a) 
Exp) Option a is correct 
Sukanya Samriddhi Yojna’ is a small deposit scheme for 
girl child, launched as a part of the ‘Beti Bachao Beti 
Padhao’ campaign. 
The girl child should be less than 10 years at the time 
of account opening which will be operative till the girl 
reaches the age of 21 years. There can be only one account 
per child under the Sukanya Samridhhi Yojana. 

108. Solution (d) 
Exp) Option d is correct. 
Pair 1 is correct: Pradhan Mantri Kaushal Vikas Yojana 
(PMKVY) provides for imparting short duration skill 
development training through Short-Term Training 
(STT) and Recognition of Prior Learning (RPL). 
Pair 2 is correct: Jan Shikshan Sansthan (JSS) Scheme 
aims at providing vocational skills to non-literates, neo-
literates as well as school dropouts by identifying skills 
that have a market in the region of their establishment. 
Pair 3 is correct: Under Craftsmen Training Scheme 
(CTS), long term training programme in 137 trades are 
provided through 14,788 ITIs in the country. 

109. Solution (b) 
Exp) Option b is correct 
Jal Shakti Abhiyan is a time bound campaign with a 
mission mode approach intended to improve water 
availability including ground water conditions in the 
water stressed blocks of 256 districts in India. It aims 
to promote water conservation and water resource 
management, through five target interventions viz. 
water conservation & rainwater harvesting, renovation 
of traditional & other water-bodies/tanks, reuse and 
recharge of bore-wells, watershed development and 
intensive afforestation etc . 

110. Solution (c) 
Exp) Option c is correct. 
Statement 1 is correct. Jal Jeevan mission is envisioned 
to provide safe and adequate drinking water through 
individual household tap connection by 2024 to all 
households in rural India. 
Statement 2 is incorrect. Ministry of Jal Shakti (not 
Ministry of rural development) is the nodal ministry for 
the implementation of Jal Jeevan mission. 
Statement 3 is correct. SDG 6 is about “clean water and 
sanitation for all”. Ensuring safe and adequate drinking 

water is one of the objectives of the mission thus it is in 
accordance with SDG-6. 
Statement 4 is correct. In Goa all rural households and 
in Telangana all rural households have already gotten a 
FHTC by April 2021 (JJM dashboard). 

111. Solution (a) 
Exp) Option a is correct 
The Urban Learning Internship Program (TULIP) aims 
to provide internship opportunities to fresh graduates 
in Urban Local Bodies (ULBs) and Smart Cities across 
the country. The TULIP program is being implemented 
through a partnership between Ministry of Housing and 
Urban Affairs (MoHUA) and AICTE. 

112. Solution (c) 
Exp) Option c is correct. 
POSHAN Abhiyaan is Government of India’s flagship 
program to address the problem of malnutrition in the 
country. Its objectives are: 

Objective Target 
1. Prevent and reduce 

Stunting in children (0- 6 
years) 

By 6% @ 2% p.a. 

2. Prevent and reduce 
u n d e r - n u t r i t i o n 
( u n d e r w e i g h t 
prevalence) in children 
(0-6 years) 

By 6% @ 2% p.a. 

3. Reduce the prevalence of 
anaemia among young 
Children (6-59 months) 

By 9% @ 3% p.a. 

4. Reduce the prevalence of 
anaemia among Women 
and Adolescent Girls in 
the age group of 15-49 
years. 

By 9% @ 3% p.a. 

5. Reduce Low Birth Weight 
(LBW). By 6% @ 2% p.a. 

113. Solution (a)
Exp) Option a is correct. 
POSHAN Abhiyaan (National Nutrition Mission) is a 
flagship programme of the Ministry of Women and Child 
Development (MWCD). Key objectives of this mission: 
Achieve improvement in nutritional status of Children 
from 0-6 years, Adolescent Girls, Pregnant Women and 
Lactating Mothers 
To create awareness relating to malnutrition amongst 
pregnant women and lactating mothers 
To improve maternal and child under-nutrition in 200 
high burdened districts and to prevent and reduce the 
under-nutrition prevalent among children below 3 years; 
To reduce stunting, under- nutrition, anemia (among 
young children, women and adolescent girls) and reduce 
low birth weight by 2%, 2%, 3% and 2% per annum 
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114. Solution (b)
Exp) Option b is correct. 
AIC seeks to have accessible government buildings 
where persons with disabilities have no barrier in entering 
and using all of the facilities therein. The campaign is 
based on the principles of the Social Model of Disability. 
It seeks to enhance the proportion of daily sign -language 
captioning and interpretation of public television news 
programmes. The campaign is aligned with the UN 
Convention on the Rights of Persons with Disabilities 
(UNCRPD). India is a signatory to the UN Convention 
on the Rights of Persons with Disabilities (UNCRPD). 

115. Solution (d)
Exp) Option d is correct. 
Health and Wellness Centres (HWCs) would deliver 
Comprehensive Primary Health Care (CPHC) covering 
both maternal and child health services and non-
communicable diseases, including free essential drugs 
and diagnostic services. 
Ayushman Bharat PM-JAY aims at providing a health 
cover of Rs. 5 lakhs per family per year for secondary and 
tertiary care hospitalization to over 10.74 crores poor 
and vulnerable families 

116. Solution (d) 
Exp) Option d is correct 
LHPs are model housing projects in which emerging and 
alternative innovative technologies are tested out on an 
experimental basis to demonstrate their applicability in 
the Indian context. 
LHPs are experimental and exploratory in nature. They 
are intended to serve as live laboratories for testing out 
alternate technologies in the housing sector. To serve 
this purpose they are being implemented in six different 
locations in the country presently. 

117. Solution (d) 
Exp) Option d is correct. 
PM eVidya programe was launched in 2020 in order to 
promote digital education in the country and make e- 
learning feasible for students. It consists of: 
Special e-content for visually and hearing-impaired 
children. 
Top 100 universities are permitted to automatically start 
online courses. 
One earmarked TV channel per class from 1 to 12. 

DIKSHA to provide e- content and QR coded energised 
textbooks for all grades. 

118. Solution (d)
Exp) Option d is correct. 
The Ministry of Skill Development and Entrepreneurship 
has launched ASEEM digital platform to bridge demand-
supply gap of skilled workforce across sectors. It is 
developed and managed by National Skill Development 
Corporation (NSDC) in collaboration with Bengaluru-
based company Betterplace. 
It is an Artificial Intelligence-based platform that will 
provide real-time granular information by identifying 
relevant skilling requirements and employment 
prospects. 

119. Solution (a) 
Exp) Option a is correct. 
National Initiative for School Heads’ and Teachers’ 
Holistic Advancement (NISHTHA) is a teacher training 
programme aimed at improving learning outcomes at 
the elementary level. 
It was launched by the Department of School Education 
and Literacy (Ministry of Education) in August 2019. 

120. Solution (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. The National Food Security 
Act, 2013 (NFSA) guarantees 5 kilos of wheat/rice/coarse 
grains per person per month at Rupees 3/2/1 per kg 
respectively. 
Statement 2 is correct. Currently around 75% of rural 
population and 50% of urban Indian population is 
covered under this Act. Overall, around 67% population 
is covered. 
Statement 3 is incorrect. On 28 Feb, 2021, NITI Aayog 
recommended lowering the coverage under NFSA from 
current coverage of 75% (rural) and 50% (urban) to 60% 
and 40% respectively. 

121. Solution (a) 
Exp) Option a is correct 
Global Initiative of Academic Networks (GIAN) was 
launched in 2015. It aims at tapping the talent pool of 
scientists and entrepreneurs to engage with the institutes 
of higher education in India to augment the country’s 
existing academic resources, accelerate the pace of quality 
reforms, and further strengthen India’s scientific and 
technological capabilities. 
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5.1. Previous Years Questions

1. The Fair and Remunerative Price (FRP) of 
surgarcane is approved by the 

[UPSC CSE Pre. 2015]
(a) Cabinet Committee on Economic Affairs. 
(b) Commission for Agricultural Costs and Prices. 
(c) Directorate of Marketing and Inspection, 

Ministry of Agriculture 
(d) Agricultural Produce Market Committee 

2. In India, markets in agricultural products are 
regulated under the             [UPSC CSE Pre. 2015]
(a) Essential Commodities Act, 1955 
(b) Agricultural Produce Market Committee Act 

enacted by States 
(c) Agricultural Produce (Grading and Marking) 

Act, 1937 
(d) Food Products Order, 1956 and Meat and Food 

Products Order, 1973

3. Consider the following statements: 
[UPSC CSE Pre. 2015]

1. The Accelerated Irrigation Benefits Programme 
was launched during 1996-97 to provide loan 
assistance to poor farmers. 

2. The Command Area Development Programme 
was launched in 1974-75 for the development of 
water-use efficiency. 

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 

4. The substitution of steel for wooden ploughs in 
agricultural production is an example of 

[UPSC CSE Pre. 2015]
(a) labour-augmenting technological progress 
(b) capital-augmenting technological progress 
(c) capital-reducing technological progress 
(d) None of the above 

5. Which one of the following best describes the 
main objective of ‘Seed Village Concept’? 

[UPSC CSE Pre. 2015]
(a) Encouraging the farmers to use their own farm 

seeds and discouraging them to buy the seeds 
from others 

(b) Involving the farmers for training in quality 
seed production and thereby to make available 
quality seeds to others at appropriate time and 
affordable cost 

(c) Earmarking some villages exclusively for the 
production of certified seeds 

(d) Identifying the entrepreneurs in villages and 
providing them technology and finance to set up 
seed companies 

6. Which of the following is/are the advantage/
advantages of practicing drip irrigation? 

[UPSC CSE Pre. 2016]
1. Reduction in weed 
2. Reduction in soil salinity 
3. Reduction’ in-soil erosion 
Select the correct answer using the code given below. 
(a) 1 and 2 only 
(b) 3 only 
(c) 1 and 3 only 
(d) None of the above is an advantage of practising 

drip irrigation 

7. What is/are the advantage/advantages of 
implementing the ‘National Agriculture Market’ 
scheme?             [UPSC CSE Pre. 2017]
1. It is a pan-India electronic trading portal for 

agricultural commodities. 
2. It provides the farmers access to nationwide 

market, with prices commensurate with the 
quality of their produce. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

8. Consider the following:  [UPSC CSE Pre. 2018]
1. Areca nut 
2. Barley 
3. Coffee 
4. Finger millet 
5. Groundnut 
6. Sesamum 
7. Turmeric 
The Cabinet Committee on Economic Affairs has 
announced the Minimum Support Price for which 
of the above? 
(a) 1, 2, 3 and 7 only 
(b) 2, 4, 5 and 6 only 
(c) 1, 3, 4, 5 and 6 only 
(d) 1, 2, 3, 4, 5, 6 and 7 

9. Consider the following statements: 
[UPSC CSE Pre. 2018]

1. The quantity of imported edible oils is more than 
the domestic production of edible oils in the last 
five years. 

INDIAN ECONOMY
SECTORS OF ECONOMY
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2. The Government does not impose any customs 
duty on all the imported edible oils as a special 
case. 

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 

10. The economic cost of food grains to the Food 
Corporation of India is Minimum Support Price 
and bonus (if any) paid to the farmers plus

[UPSC CSE Pre. 2019]
(a) transportation cost only 
(b) interest cost only 
(c) procurement incidentals and distribution cost 
(d) procurement incidentals and charges for 

godowns 

11. Among the agricultural commodities imported by 
India, which one of the following accounts for the 
highest imports in terms of value in the last five 
years?  [UPSC CSE Pre. 2019]
(a) Spices 
(b) Fresh fruits 
(c) Pulses 
(d) Vegetable oils 

12. Among the following which one is the largest 
exporter of rice in the world in the last five years? 

[UPSC CSE Pre. 2019]
(a) China 
(b) India 
(c) Myanmar 
(d) Vietnam 

13. In India, which of the following can be considered 
as public investment in agriculture? 

[UPSC CSE Pre. 2020]
1. Fixing Minimum Support Price for agricultural 

produce of all crops. 
2. Computerization of Primary Agricultural Credit 

Societies 
3. Social Capital development 
4. Free electricity supply to farmers 
5. Waiver of agricultural loans by the banking 

system 
6. Setting up of cold storage facilities by the 

governments. 
Select the correct answer using the code given below. 
(a) 1, 2 and 5 only 
(b) 1, 3, 4 and 5 only 
(c) 2, 3 and 6 only 
(d) 1, 2, 3, 4, 5 and 6 

14. Which of the following factors/policies were 
affecting the price of rice in India in the recent 
past?   [UPSC CSE Pre. 2020]
1. Minimum Support Price 

2. Government’s trading 
3. Government’s stockpiling 
4. Consumer subsidies 
Select the correct answer using the code given below. 
(a) 1, 2 and 4 only 
(b) 1, 3 and 4 only 
(c) 2 and 3 only 
(d) 1, 2, 3 and 4 

15. Under the Kisan Credit Card scheme, short-term 
credit support is given to farmers for which of the 
following purposes?  [UPSC CSE Pre. 2020]
1. Working capital for maintenance of farm assets 
2. Purchase of combine harvesters, tractors and 

mini trucks. 
3. Consumption requirements of farm households 
4. Post-harvest expense 
5. Construction of family house and setting up of 

village cold storage facility. 
Select the correct answer using the code given below: 
(a) 1, 2 and 5 only 
(b) 1, 3 and 4 only 
(c) 2, 3, 4 and 5 only 
(d) 1, 2, 3 4 and 5 

16. Consider the following statements: 
[UPSC CSE Pre. 2020]

1. In the case of all cereals, pulses and oil-seeds, the 
procurement at Minimum Support Price (MSP) 
is unlimited in any State/UT of India. 

2. In the case of cereals and pulses, the MSP is fixed 
in any State/UT at a level to which the market 
price will never rise. 

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 

17. In India the overall Index of Industrial 
Production, the Indices of Eighth Core Industries 
have combined weight of 37.90%. Which of the 
following are among those Eight Core Industries? 

[UPSC CSE Pre. 2012]
1. Cement 
2. Fertilizers 
3. Natural Gas 
4. Refinery products 
5. Textiles 
Select the correct answer using the codes given 
below: 
(a) 1 and 5 only 
(b) 2, 3 and 4 only 
(c) 1, 2, 3 and 4 only 
(d) 1, 2, 3, 4 and 5 
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18. In the ‘Index of Eight Core Industries’, which one 
of the following is given the highest weight?

[UPSC CSE Pre. 2015]
(a) Coal production 
(b) Electricity generation 
(c) Fertilizer production 
(d) Steel production 

19. What is/are the purpose/purposes of ‘District 
Mineral Foundations’ in India? 

[UPSC CSE Pre. 2016]
1. Promoting mineral exploration activities in 

mineral-rich districts. 
2. Protecting the interests of the persons affected 

by mining operations. 
3. Authorizing State Governments to issue licenses 

for mineral exploration. 
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 

20. Which of the following has/have occurred in India 
after its liberalization of economic policies in 
1991? [UPSC CSE Pre. 2016]
1. Share of agriculture in GDP increased 

enormously. 
2. Share of India’s exports in world trade increased. 
3. FDI inflows increased. 
4. India’s foreign exchange reserves increased 

enormously. 
Select the correct answer using the codes given 
below: 
(a) 1 and 4 only 
(b) 2, 3 and 4 only 
(c) 2 and 3 only 
(d) 1, 2, 3 and 4 

21. Consider the following statements: 
[UPSC CSE Pre. 2019]

1. Coal sector was nationalized by the Government 
of India under Indira Gandhi. 

2. Now, coal blocks are allocated on lottery basis. 
3. Till recently, India imported coal to meet the 

shortages of domestic supply, but now India is 
self-sufficient in coal product. 

Which of the statements given above is/are correct? 
(a) 1 only
(b) 2 and 3 only
(c) 3 only 
(d) 1, 2 and 3

22. With reference to chemical fertilizers in India, 
consider the following statements: 

[UPSC CSE Pre. 2020]
1. At present, the retail price of chemical fertilizers 

is market-driven and not administered by the 
Government. 

2. Ammonia, which is an input of urea, is produced 
from natural gas.

3. Sulphur, which is a raw material for phosphoric 
acid fertilizer, is a by -product of oil refineries. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 and 3 only 
(c) 2 only 
(d) 1, 2 and 3 

Practice Questions

5.2. Agriculture and Allied Sectors

23. Consider the following statements: 
1. India imports more than 90% of its crude palm 

oil requirements. 
2. Temperate regions are the most suitable for the 

cultivation of palm oil. 
3. Oil palm tree is a non-native species whose 

cultivation can affect biodiversity in India. 
Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

24. Which of the following statements is/are correct 
regarding the Kaipad farming technique, 
sometimes seen in news? 
1. It is primarily a technique for the cultivation of 

pest-resistant wheat varieties. 
2. Through this technique, crops can be grown in 

brackish water. 
3. It is mainly practiced in the less fertile regions of 

Brahmaputra plains. 
Select the correct answer using the code given below: 
(a) 2 and 3 only 
(b) 2 only 
(c) 1 only 
(d) 1 and 2 only 

25. Which of the following factors are used for the 
determination of minimum support price (MSP) 
for farmers by the Commission for Agricultural 
Costs and Prices? 
1. Price trends in the international market 
2. Inter-crop price parity 
3. Effect on cost of living 
4. Trends in market prices 
5. Effect on industrial cost structure 
Select the correct answer using the code given below: 
(a) 1 and 4 only 
(b) 1, 2, 3 and 5 only 
(c) 3 and 4 only 
(d) 1, 2, 3, 4 and 5 
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26. With respect to open market scheme consider the 
following statements. 
1. Under this scheme, only wheat and rice are sold 

in open market. 
2. It was launched to offload the excess amount of 

stock from FCI godowns. 
3. This is used by central government to regulate 

the open market price of these cereals. 
Which of the statement given above is/are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

27. Consider the following statements regarding 
fertilizers in India: 
1. India is a net exporter of urea. 
2. India relies on imports to fulfil its almost entire 

consumption of potash. 
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 

28. Consider the following statements about fertilizer 
policy in India: 
1. Fertilizer subsidy is directly transferred to 

farmers’ bank account. 
2. Under the Nutrient Based Subsidy scheme, 

subsidy is provided on Urea fertilizers based on 
nutrient content. 

3. Currently, there is no limit on the amount of 
subsidized fertilizer each farmer can buy. 

4. In the case of non-urea fertilisers, MRP has been 
De-regularised. 

Which of the above statements is/are correct? 
(a) 1, 3 and 4 only 
(b) 1 and 3 only 
(c) 3 and 4 only 
(d) 1, 2, 3 and 4 

29. Which of the following statements is/are correct 
regarding the ‘Krishi Vigyan Kendra (KVK)’? 
1. KVK is an integral part of the National 

Agricultural Research System. 
2. It conducts on-farm testing of agricultural 

technologies. 
3. The KVK scheme is 100% financed by the 

Central Government. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 2 only 
(d) 1, 2 and 3 

30. Which of the following statement is incorrect 
regarding the scheme named Formation and 

promotion of 10000 new FPOs (Farmer producer 
Organisations)? 
(a) Under the scheme, FPOs can avail the credit 

guarantee facility. 
(b) The scheme adopts cluster-based approach. 
(c) At National level, National Agricultural 

Cooperative Marketing Federation of India 
(NAFED) will provide overall project guidance. 

(d) The members of FPO are primary producers. 

31. What is/are the feature (s) of a Farmer Producer 
Organization (FPO)? 
1. It must be a non-legal entity. 
2. It provides for sharing of profits among the 

members. 
3. An FPO can be registered as a Cooperative 

Society. 
4. An FPO is always owned by its members. 
Select the correct answer using the code given below: 
(a) 2 and 4 only 
(b) 2, 3 and 4 only 
(c) 3 only 
(d) 1, 3 and 4 only 

32. What could have been the primary reasons for 
implementing ceiling on land holdings, after 
Independence? 
1. Provide Social justice. 
2. Reduce inequality. 
3. Introducing High-yielding varieties of 

agricultural crops. 
4. To increase Farm Mechanization. 
Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 1, 2 and 3 only 
(c) 1, 2 and 4 only 
(d) 1, 2, 3 and 4 

33. Consider the following statements regarding the 
rules of ‘Contract Farming’ in India: 
1. All the states in India have issued rules governing 

contract farming. 
2. A dispute related to a contract farming agreement 

must be decided by the civil court only. 
3. In case of failure of taking the delivery of produce 

by Sponsor, the farmer can sell it to a third party. 
Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

34. Consider the following statements regarding the 
various sources of Irrigation in India: 
1. Area under Canal irrigation is more than the 

area irrigated by wells and tube wells. 
2. The share of Canal irrigated area has continuously 

increased since independence. 
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3. Well irrigation is not commonly found in alluvial 
plains of the country. 

Which of the statements given above is/are incorrect? 
(a) 1 and 2 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

35. With regard to water management in India, which 
of the following statements is/are correct? 
1. India has always been a net importer in virtual 

water trade. 
2. Micro-irrigation covers more than 50% of 

irrigated area in India. 
3. Power supply interruptions is one of the major 

impediments in adopting micro-irrigation in 
India. 

Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 3 only 
(c) 2 and 3 only 
(d) 1 and 3 only 

36. With regard to challenges that Irrigation in India 
is facing, which of the following statements is 
incorrect? 
(a) Irrigation leads to depletion of ground water 

table. 
(b) Widening gap between irrigation potential 

created and actually utilized. 
(c) Poor irrigation structures like unlined canals 

and channels reduce the irrigation efficiency. 
(d) Largescale increase in the adoption of warabandi 

system and construction of field channels. 

37. Which of the following are the reasons for the 
promotion of Compressed Bio Gas (CBG) plants 
in India? 
1. To provide an alternate source of income to 

farmers. 
2. For providing a clean and green alternative as 

transport fuel. 
3. For the efficient management of municipal 

waste. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 2 only 
(d) 1, 2 and 3 

38. What are the possible benefits from the use of 
direct seeding of rice (DSR) technique in place of 
traditional transplantation, for the cultivation of 
paddy? 
1. Reduce the practice of stubble burning. 
2. Less water will be needed for irrigation. 
3. Shorter maturity period for crops. 
Select the correct answer using the code given below: 

(a) 1 and 3 only 
(b) 2 and 3 only 
(c) 1 only 
(d) 1, 2 and 3 

39. Consider the following statements regarding the 
Micro-irrigation in India: 
1. It allows the use of saline water for irrigation. 
2. Helps to reduce fertiliser requirements of crops. 
3. Among states, Punjab has the maximum area 

under micro irrigation. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

40. Consider the following pairs of traditional 
irrigation method and the state where it is mainly 
practised: 

Traditional irrigation 
method 

State 

1. Ahar Pyne Bihar 
2. Phad Uttar Pradesh 
3. Kuls/Kuhls Rajasthan 

Which of the pairs given above is/are correctly 
matched? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1 and 3 only 

41. With reference to Food subsidy in India, Consider 
the following statements: 
1. The food subsidy has risen consistently over last 

decade. 
2. The Central Issue Price of rice and wheat for 

National food Security Act beneficiaries is linked 
to inflation and revised periodically. 

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 

42. With reference to the challenges faced by Food 
processing industries in India, which of the 
following statements is/are correct? 
1. Majority of Food processing industries are in the 

unorganized sector. 
2. Only 49% FDI is permitted in the food-

processing sector in India. 
3. Inadequate primary processing and distribution 

facilities. 
Select the correct answer using the code given below: 
(a) 1 only 
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(b) 2 and 3 only 
(c) 3 only 
(d) 1 and 3 only 

43. In context of Pradhan Mantri Kisan Sampada 
Yojana which of the following statements is 
incorrect? 
(a) It will facilitate creation of modern infrastructure 

with efficient supply chain management. 
(b) It is a central sector scheme. 
(c) It is implemented by the Ministry of Agriculture 

& Farmer’s welfare. 
(d) It will help in reducing wastage of agricultural 

produce. 

44. eNAM is a pan-India electronic trading portal for 
agricultural commodities. What is the significance 
of eNAM? 
1. It provides better price discovery to farmers 

through transparent auction process. 
2. It allows Farmer Producer Organisations to trade 

their produce without bringing it to mandis. 
3. It allows the farmers to sell their produce directly 

from warehouses. 
Select the correct answer using the code given below: 
(a) 1 and 3 only 
(b) 2 only 
(c) 1 and 2 only 
(d) 1, 2 and 3 

45. Indian food processing industry has not grown 
with the pace which we see in the developed 
countries. What could be the possible reasons for 
it? 
1. Lower urban population. 
2. Food habits of most of the urban population are 

still non-urban. 
3. Awareness regarding the chemicals used in agro-

processing industries. 
4. Concentration of cold storage facilities in few 

states.
Select the correct answer using the code given below: 
(a) 1, 2 and 3 only 
(b) 2, 3 and 4 only 
(c) 1, 3 and 4 only 
(d) 1, 2, 3 and 4 

46. With reference to the PM Formalization of Micro 
Food Processing Enterprises (PM- FME) Scheme, 
consider the following statements: 
1. It is an initiative of Ministry of Commerce and 

Industry. 
2. It aims to enhance the competitiveness of 

existing individual micro-enterprises in the food 
processing industry. 

3. One District One Product (ODOP) is a major 
component of the scheme. 

4. It aims to provide seed capital to self-help groups 
(SHGs). 

Which of the statements given above are correct? 
(a) 1 and 4 only 
(b) 2 and 3 only 
(c) 2, 3 and 4 only 
(d) 1, 2, 3 and 4 

47. Which of the following are the reasons for Food 
Processing Industry to be considered as Sunrise 
industry in India? 
1. India has a location advantage as it is 

geographically close to key export destinations. 
2. Highly fragmented structure of Indian Food 

processing Industry. 
3. Changing age profile with large share of young 

population. 
4. Liberalization and growth of organized retail 

have made the Indian market more attractive for 
global players. 

Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1 and 4 only 
(d) 1, 3 and 4 only 

48. Consider the following pairs: 

Committees: Suggestions 
1. K u m a r a p p a 

Committee (1949): 
C o m p r e h e n s i v e 
agrarian reform 
measures. 

2. Shanta Kumar 
Committee (2014):   

Restructuring Food 
Corporation of India. 

3. MS Swaminathan 
Committee (2004):  

Distribute ceiling-
surplus and waste 
land. 

Which of the pairs given above is/are correctly 
matched? 
(a) 2 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

49. With reference to the Mega Food Park Scheme 
(MFPS), consider the following statements: 
1. It is a component of the Pradhan Mantri Kisan 

Sampada Yojana. 
2. State Governments are required to form a Special 

Purpose Vehicle (SPV) for implementation of 
Mega Food Park project. 

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 

50. The cropping Pattern in India has gone through 
various changes. In this context consider the 
following statements: 
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1. In Pre-Green Revolution Period the Cropping 
pattern was mostly sustainable. 

2. During the Green Revolution Period, 
geographical dimensions of crop selection were 
largely followed. 

3. Today, the cropping pattern in India is highly 
skewed towards water intensive Crops. 

Which of the statements given above is /are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

51. In the context of farm subsidies given to farmers 
by Government, 
Consider the following statements: 
1. The agricultural subsidies have been greater than 

public investments in agriculture over the past 
two decades. 

2. Farm input subsidies are a form of indirect 
subsidies. 

3. WTO considers only indirect farm subsidies as 
market-distorting. 

Which of the statements given above is /are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

52. In the context of Food processing industry in 
India, Consider the following statements: 
1. FDI in this sector is steadily increasing from the 

last five years. 
2. It accounts for almost one third of total food 

market of India. 
3. Its contribution in India’s exports is less than 2%. 
Which of the statements given above is /are correct? 
(a) 1 and 2 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

53. Consider the following statements: 
1. Agricultural income is tax-free without any 

limit, under income tax Act, 1961. 
2. Only state governments are competent to enact 

any law imposing tax on agricultural income 
3. None of the states tax any form of agricultural 

income. 
Which of the statements given above is/are correct? 
(a) 1 and 3 Only 
(b) 2 and 3 only 
(c) 1 and 2 Only 
(d) 1, 2 and 3 

54. With reference to the functions of NABARD, 
consider the following statements: 
1. It is a statutory body under the Ministry for 

Finance. 

2. It supervises Cooperative Banks, commercial 
banks and Regional Rural Banks (RRBs) situated 
in rural areas. 

3. It prepares district level credit plans and guides 
the banking industry in achieving these targets. 

Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

55. Recently launched Shaphari scheme is related to 
which of the following? 
(a) It is a certification scheme for aquaculture 

products. 
(b) It is a scheme for developing Urban Forests. 
(c) The scheme promotes value addition of Minor 

Forest Produce. 
(d) It is cattle breed improvement marketplace and 

information portal. 

56. Which of the following were the reasons for 
establishment of Farmer Producer Company 
(FPO) in India when cooperatives were already 
functioning? 
1. While cooperatives covered restricted areas, an 

FPO conducts operation in the entire country. 
2. Unlike FPOs, the government holds veto power 

in case of cooperatives with respect to voting 
powers. 

3. Unlike cooperatives, the shares of FPOs are 
tradable.

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

57. Which of the following factors are considered 
while determining the Fair and Remunerative 
Price (FRP) of Sugar? 
1. Total net sown area under sugarcane production 

in India. 
2. Domestic and international prices. 
3. Inter-crop price parity. 
4. Likely impact of FRP on general price level. 
5. Overall demand-supply situation 
Select the correct answer using the code given below: 
(a) 1, 2 and 3 only 
(b) 2, 4 and 5 only 
(c) 2, 3, 4 and 5 only 
(d) 1, 2, 3, 4 and 5 

58. With reference to Negotiable Warehouse Receipts, 
consider the following statements: 
1. They can be traded or transferred from person 

to person. 
2. They cannot be used as collateral to seek loans 

from banks. 
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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 

59. Consider the following statements with respect to 
e-NAM and e-Kisan mandi: 
1. While e-NAM focuses on Agriculture Produce 

Marketing Committees, e-Kisan Mandi provides 
a common platform for trading agricultural 
commodities. 

2. Unlike e-NAM, e-Kisan mandi does not levy a 
service charge on total turnover. 

3. Small Farmers Agribusiness Consortium 
implements e-NAM whereas NAFED 
implements e-Kisan mandi. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

60. Which of the following was not an objective of 
land reforms initiated in India during 1950s to 
1970s? 
(a) Conferment of ownership rights on tenants. 
(b) Bringing uncultivated land under cultivation. 
(c) Facilitating land-based development of rural 

poor. 
(d) Provide Community land rights of the forest 

dwelling tribal communities. 

61. With reference to the Essential Commodities Act, 
consider the following statements: 
1. Essential commodities have been defined under 

the act. 
2. Currently, petroleum products are not included 

under the list of essential commodities. 
3. Agri-food stuffs can only be regulated under 

extraordinary circumstances. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

62. Consider the different irrigation method and their 
definitions 

Irrigation 
Pattern 

Definitions 

1. S p r i n k l e r 
irrigation

A. It is a method of applying 
the water close to the plants 
so that only part of the soil in 
which the roots grow is wetted 

2. Furrow 
irrigation

B. It is a method of applying 
water which is similar to 
natural rainfall but spread 
uniformly over the land 
surface just when needed 
and at a rate less than the 
infiltration rate of the soil so 
as to avoid surface runoff from 
irrigation  

3. Sub-Surface 
irrigation

C. It is a method through 
which water is carried through 
small channels down the land 
slope between the crop rows 

4. Drip 
irrigation 

D. It is a method of application 
of water to fields below the 
ground surface so that it is 
supplied directly to the root 
zone of the plants 

Which of the following pairs given above are 
correctly matched? 
(a) 1-C, 2-B, 3-A, 4-D 
(b) 1-D, 2-B, 3-C, 4-A 
(c) 1-B, 2-C, 3-D, 4-A 
(d) 1-B, 2-D, 3-A, 4-C 

63. Consider the following statements with respect to 
land reforms and Green Revolution undertaken 
by government after 1950s: 
1. Both reforms promoted the consolidation of 

land-holdings. 
2. They were largely opposed by the land-owning 

caste lobbies and the tenants. 
3. Unlike Green revolution, the land reforms had 

limited impact on the rural agrarian structure of 
India.

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 3 only 
(d) 2 and 3 only 

64. Which of the following were the challenges 
faced in implementing the Zamindari abolition 
provisions under the land reforms undertaken by 
the government? 
1. Land was a state subject under Schedule 7 of the 

constitution 
2. Declaration of land under personal cultivation 

in some states 
3. Repeated challenges on constitutionality of the 

zamindari laws in courts. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 
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65. With reference to steps taken to promote Fisheries 
sector in Budget 2021-22, which of the following 
statements is/are correct? 
1. For the first time, the budget set up the Fisheries 

and Aquaculture Infrastructure Development 
Fund (FIDF) for providing concessional finance 
to fish farmers. 

2. The budget has announced the lowering of GST 
on fishing nets and equipment. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

66. Consider the following statements: 
1. The Gross Value Added (GVA) of fisheries sector 

forms more than one third share of Agricultural 
GVA. 

2. The Pradhan Mantri Matsya Sampada Yojana is 
completely a Central Sector Scheme. 

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 

67. Consider the following statements: 
1. Cattle and Buffaloes constitute more than half of 

India’s total livestock. 
2. Maharashtra was recently affected by viral 

Lumpy skin disease to its cattles and buffaloes. 
3. More than 80 percent of India’s poultry output is 

produced by the unorganized farms. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

68. With reference to the dairy sector, consider the 
following statements: 
1. Milk production and its per capita availability in 

India has been consistently rising since the early 
1990s till 2018. 

2. Gir, Hariana and Sahiwal are indigenous cattle 
breeds. 

3. NABARD is implementing the Dairy 
Entrepreneurship Development Scheme 
(DEDS) by providing back ended capital subsidy 
for bankable projects. 

Which of the statements given above is/are correct? 
(a) 1 and 2 Only 
(b) 1 and 3 Only 
(c) 2 and 3 Only 
(d) 1, 2 and 3 

69. With reference to Minimum Support Price (MSP), 
consider the following statements; 
1. The Government is legally bound to pay MSP for 

all the crops for which the MSP is announced. 
2. The Commission for Agricultural Costs and 

Prices (CACP) recommends the MSP to be paid. 
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 

70. What is/are the advantage/advantages of 
implementing the ‘National Agriculture Market’ 
scheme? 
1. It is a pan-India electronic trading portal for 

agricultural commodities. 
2. It provides the farmers access to nationwide 

market, with prices commensurate with the 
quality of their produce. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

71. Consider the following statements in context 
of Ashok Dalwai committee on Doubling the 
Farmer’s Income (DFI): 
1. It has suggested the launching of e-National 

Agriculture Market. 
2. It has recommended the abolition of APMCs. 
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 

72. Consider the following pairs: 

Schemes I m p l e m e n t i n g 
state 

1. Rythu bandhu scheme Odisha 
2. Mukhya Mantri Krishi 

Ashirwad Yojana 
Jharkhand 

3. KALIA scheme Telangana 
Which of the pairs given above is/are correctly 
matched? 
(a) 1 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

73. What is/are the advantage/advantages of climate 
smart agriculture? 
1. It can reduce the emission of Green House Gases. 
2. It protects biodiversity of the region. 
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3. It increases the carbon sequestration in the soil. 
Select the correct answer 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 

74. In India, the use of carbofuran, methyl 
parathion, phorate and triazophos is viewed with 
apprehension. These chemicals are used as 
(a) pesticides in agriculture 
(b) preservatives in processed foods 
(c) fruit-ripening agents 
(d) moisturising agents in cosmetics 

75. With reference to Mega Food Park scheme, 
consider the following statement: 
1. Mega Food Parks are developed based on hub 

and spoke model. 
2. Central processing centers provide cold storage, 

ware housing and logistics support etc. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

76. Consider the following statements regarding Rabi 
and Kharif crops: 
1. Kharif crops are grown at the onset of monsoon. 
2. Availability of irrigation during winter months is 

good for rabi crops. 
Which of the above statements is/are incorrect? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

77. Which of the following will ensure greater food 
security in the country? 
1. Crop diversification. 
2. Techniques like Aeroponics and hydroponics. 
3. Push towards biofuels. 
4. Planting less water-intensive crops. 
5. Coherent nutrition policies. 
Select the correct answer using the code given below. 
(a) 1, 2, 3 and 5 only 
(b) 1, 2, 3 and 4 only 
(c) 1, 2, 4 and 5 only 
(d) 1, 2, 3, 4 and 5 

78. With reference to the cultivation of Kharif crops in 
India in the last five years, consider the following 
statements: 
1. Area under rice cultivation is the highest. 
2. Area under the cultivation of jowar is more than 

that of oilseeds. 
3. Area of cotton cultivation is more than that of 

sugarcane. 

4. Area under sugarcane cultivation has steadily 
decreased. 

Which of the statements given above are correct? 
(a) 1 and 3 only 
(b) 2, 3 and 4 only 
(c) 2 and 4 only 
(d) 1, 2, 3 and 4 

79. Consider the following pairs: 

 Committees: Suggestions
1. K u m a r a p p a 

Committee (1949)
R e c o m m e n d e d 
c o m p r e h e n s i v e 
agrarian reform 
measures. 

2. Shanta Kumar 
Committee (2014)

Restructuring Food 
Corporation of India. 

3. MS Swaminathan 
Committee (2004)

Distribute ceiling-
surplus and waste land.

Which of the following pairs are correctly matched? 
(a) 2 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

80. Consider the following statements with reference 
to Green Revolution: 
1. Post-Green Revolution, the area under 

cultivation increased significantly. 
2. The area under cultivation of coarse cereals 

drastically decreased since 1950s. 
3. The per capita net availability of millets and 

pulses has drastically increased since 1950s. 
Select the correct answer using the code given below. 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

81. Which of the following statements with regard to 
agriculture holding is/are correct? 
1. There has been an increase in the average 

holding size of land since 1970s. 
2. Nagaland has the largest average farm size in the 

country currently. 
3. Land fragmentation necessarily leads to lower 

productivity and yield. 
Select the correct answer using the code given below. 
(a) 3 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

82. Why does the Government of India promote the 
use of ‘Neem-coated Urea’ in agriculture? 
(a) Release of Neem oil in the soil increases nitrogen 

fixation by the soil microorganisms 
(b) Neem coating slows down the rate of dissolution 

of urea in the soil 
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(c) Nitrous oxide, which is a greenhouse gas, is not 
at all released into atmosphere by crop fields 

(d) It is a combination of a weedicide and a fertilizer 
for particular crops 

83. Consider the following statements regarding 
Agricultural Produce and Market Committee 
(APMC) Act 2003: 
1. The revenue earned by the APMCs goes directly 

to the State Exchequer. 
2. The Model APMC Act, 2003 emphasized on 

promotion of contract farming. 
Which of the statements given above is/are true? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

84. In the context of food and nutritional security of 
India, enhancing the ‘Seed Replacement Rates’ 
of various crops helps in achieving the food 
production targets of the future. But what is/are 
the constraint/ constraints in its wider/greater 
implementation? 
1. There is no National Seeds Policy in place. 
2. There is no participation of private sector seed 

companies in the supply of quality seeds of 
vegetables and planting materials of horticultural 
crops. 

3. There is a demand-supply gap regarding quality 
seeds in case of low value and high volume crops. 

Select the correct answer using the code given below. 
(a) 1 and 2 only 
(b) 3 only 
(c) 2 and 3 only 
(d) None of the above 

85. With reference to purchase and sale of food grains 
by FCI, consider the following statements: 
1. Procurement price is always equal to Minimum 

Support Price (MSP) 
2. Issue price is slightly higher than the cost of 

procurement and distribution 
Which of the statements given above is/are incorrect? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

86. Which of the following is/are features of the One 
Nation One Ration Card (ONORC) plan? 
1. Compulsory linking of Aadhar number of 

beneficiaries with their ration cards. 
2. It is an IT-driven system to provide for seamless 

integration of Fair Price Shops with a central 
database. 

3. The scheme is being implemented by Ministry of 
Electronics and IT. 

Select the correct answer using the code given below: 

(a) 2 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

87. With reference to price stabilization mechanisms 
in agricultural sector, consider the following 
statements: 
1. The chief purpose of the Price Stabilization Fund 

(PSF) is to ensure income security for farmers. 
2. Import of perishable agricultural commodities 

are allowed as an activity under the Price 
Stabilization Fund. 

3. Open Market Sale Scheme (OMSS) refers to the 
sale of food grains by the government to private 
traders/bulk consumers. 

4. The reserve prices under Open Market Sale 
Scheme (OMSS) are kept at levels equal to the 
economic cost of food grains. 

Which of the statements given above is/are correct? 
(a) 1, 3 and 4 only 
(b) 2 and 3 only 
(c) 2, 3 and 4 only 
(d) 1, 2, 3 and 4 

88. With reference to trends in agricultural subsidies, 
which of the following statements is/are correct? 
1. The share of agricultural subsidies has been 

greater than public investments in agriculture 
over the past three decades. 

2. Share of Nutrient-Based Subsidy exceeded that 
of urea subsidy over the past three years. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

89. Consider the following statements: 
1. Farm input subsidies are a form of indirect 

subsidies. 
2. WTO considers only indirect farm subsidies 

and not direct farm subsidies to be market-
distorting. 

3. Food subsidy is the difference between 
procurement price (MSP) and issue price of food 
grains. 

Which of the statements given above is/are incorrect? 
(a) 2 only 
(b) 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

90. Which of the following statements is/are correct 
regarding commodity trading in agricultural 
products? 
1. The NCDEX (National commodity and 

derivative exchange limited) is the country’s 
largest farm derivative exchange. 
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2. NMCE (National multi commodity exchange) 
launched India’s first agricultural futures trading 
index ‘Agridex’. 

3. Category III Alternative Investment Funds 
(AIFs) are allowed to participate in commodity 
derivative markets, but mutual funds are not 
allowed to participate. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

91. Which of the following statements is/are correct 
regarding upstream and downstream stage in 
agriculture sector? 
1. Manufacturing of bread, textile spinning are 

upstream industries, whereas leather tanning, 
rice and flour milling are downstream industries. 

2. Upstream includes inputs to agriculture, such as 
seeds, fertiliser, machinery and technology for 
new areas such as precision agriculture, while 
downstream is the food processing industry. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

92. Consider the following statements regarding the 
impact of Green Revolution in India: 
1. Increase in inter-regional inequalities 
2. Degradation of soil fertility 
3. Decline in water table 
4. Toxicity in the food chain 
Which of the statements given above is/are correct? 
(a) 1, 2 and 3 only 
(b) 1 and 4 only 
(c) 1 and 2 only 
(d) 1, 2, 3 and 4 

93. Which of the following statements is/are correct 
regarding Agreement on Agriculture under WTO? 
1. The minimum level of trade distorting subsidies 

allowed for developing countries including India 
is 10% of agricultural GDP. 

2. Developed countries are not allowed to provide 
trade distorting subsidies. 

3. The peace clause protects developing country’s 
food procurement programmes against WTO 
action. 

4. The peace clause was accepted in Bali ministerial 
conference in 2013 

Select the correct answer using the code given below: 
(a) 3 and 4 only 
(b) 1, 2 and 3 only 
(c) 1, 2 and 4 only 
(d) 1, 3 and 4 only 

94. Which of the following statements is/are correct 
regarding NAMA (non-agriculture market access) 
agreement in WTO? 
1. Bound tariffs in NAMA are those tariff lines 

on which the WTO member had taken a 
binding level in the earlier round of multilateral 
negotiations, whereas unbound tariffs are those 
on which members did not undertake any 
binding commitment on several tariff lines. 

2. NTMs (Non-Tariff measures) in NAMA are 
unfair measures which serve to discriminate 
against imports. 

3. NAMA 11 coalition was formed by a group 
of developed countries opposing the demand 
of reduction in tariffs peaks by developing 
countries. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 2 only 
(d) 1 and 3 only 

95. Which of the following statements is/are correct 
regarding the government schemes to integrate 
the agriculture supply chain? 
1. ‘Kishan-rail’ is launched by Indian railways for 

the seamless supply of perishable agricultural 
products. 

2. Agri-udaan is launched by Civil aviation 
ministry for the seamless supply of perishable 
good to less accessible areas. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

96. Which of the following WTO subsidies is not 
‘Trade Distorting’? 
(a) Blue Box 
(b) Green Box 
(c) Amber Box 
(d) Red Box 

97. Which of the following statements is/are correct 
regarding farm mechanisation? 
1. Fragmented land holding is one of the major 

challenges for farm mechanization. 
2. Farm mechanisation is promoted through 

RKVY (Rashtriya krishi vikas Yojna), NMOOP 
(National mission on oils seeds and oil palm). 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

98. Which of the following statements is/are correct 
regarding the subsidies mentioned in agreement 
on Agriculture in WTO? 
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1. The Amber box measures are exempt from 
reduction commitments. 

2. PM-KISAN ( Pradhan mantra kisan samman 
Nidhi) and PMFBY( PM-Fasal Bima Yojna) are 
considered as Green box subsidies. 

3. Minimum Support Price given to the farmers are 
considered as Blue box subsidies. 

Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 only 
(d) 3 only 

99. Which of the following is/are component/
components of economic cost of food grains to 
Food Corporation of India? 
1. Pooled cost of food grains 
2. Procurement incidentals 
3. Cost of distribution 
Select the correct answer using the code given below. 
(a) 3 only 
(b) 1 and 3 only 
(c) 2 only 
(d) 1, 2 and 3 

100. Which of the following statements is/are correct 
regarding the fertilizer subsidies? 
1. Under Direct Benefit Transfer scheme, farmer 

can now receive subsidy in his bank account 
directly. 

2. Direct Benefit Transfer scheme applies only to 
Urea, and not to Phosphorous and Potassium 
fertilizers. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

101. Which of the following statements is/are correct 
regarding the management of Pesticides in India? 
1. Among the crops, pulses accounts for the 

maximum share of consumption of pesticides. 
2. The Pesticides management bill 2020 defines the 

usage of pesticides for both agriculture and non-
agriculture sectors. 

3. 100% FDI is allowed in the pesticides industry 
except for certain chemicals. 

4. Pesticides are regulated in India through the 
Insecticides Act, 1968 and Insecticides Rules, 
1971 

Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 2, 3 and 4 only 
(c) 3 and 4 only 
(d) 2 and 4 only 

102. With reference to Minimum Support Prices, 
which of the following statements is/are correct? 

1. Government fixes Minimum Support Prices for 
29 mandated agricultural crops. 

2. MSP is determined region wise and state wise as 
input cost of crop varies state wise. 

3. MSP is fixed by Commission for Agricultural 
Costs & Prices. 

Select the correct answer using the code given below. 
(a) 1 Only 
(b) 3 Only 
(c) 2 Only 
(d) None of the above 

103. Consider the following statements with reference 
to the minimum support prices: 
1. The government provides MSP on wheat, 

groundnut, raw jute, tea and rubber. 
2. All types of pulses are covered under the 

minimum support prices. 
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 

104. Consider the following statements: 
1. Nationalized minor forest produce are the one 

for which the trade monopoly lies with the state 
government. 

2. Minimum support price is not provided by 
the government for nationalized minor forest 
produce. 

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 

105. With reference to E-RaKAM Portal, consider the 
following statements 
1. E-RaKAM provides platform for farmers to buy 

high yielding variety seeds. 
2. It aims to bring together the farmers, PSUs, civil 

supplies and buyers on a single platform. 
3. It is developed by state-run-auctioneer MSTC 

Limited and CRWC Limited. 
Which of the statements given above is/are incorrect? 
(a) 1 Only 
(b) 2 Only 
(c) 3 Only 
(d) 1 and 3 Only 

106. Consider the following statement. 
1. Agricultural income is tax-free without any 

limit, under income tax Act, 1961. 
2. Only state governments are competent to enact 

any law imposing tax on agricultural income 
3. None of the states, tax any form of agricultural 

income. 
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Select the correct answer using the code given below. 
(a) 1 and 3 Only 
(b) 2 and 3 only 
(c) 1 and 2 Only 
(d) 1, 2 and 3 

107. Consider the following statements. 
1. India became the largest producer of fisheries 

and aquaculture in the previous decade 
overtaking China. 

2. As in 2020, Kerala holds first position in fish 
production among all the states in India. 

3. Pradhan Mantri Matsya Sampada Yojna is 
implemented in all the States and Union 
Territories. 

Which of the statements given above is/are incorrect? 
(a) 1 and 2 Only 
(b) 3 Only 
(c) 2 and 3 Only 
(d) 1, 2 and 3 

108. With respect to 20th Livestock Census, which of 
the following statements is/are correct? 
1. Livestock census is conducted once in every 5 

years 
2. The census was conducted by Ministry of 

Agriculture & Farmers’ Welfare. 
3. It covers both rural and urban areas. 
Select the correct answer using the code given below. 
(a) 1 and 3 Only 
(b) 1 and 2 Only 
(c) 2 and 3 Only 
(d) 1, 2 and 3 

109. With reference to the ‘Operation Flood’ in India, 
which one of the following statements is incorrect? 
(a) It was launched by the United Nations under 

World Food Programme. 
(b) It enhanced the knowledge and bargaining 

power of small and marginal farmers. 
(c) It created a national milk grid linking producers 

with consumers. 
(d) It reduced the seasonal and regional price 

variations. 

110. With reference to the Essential Commodities 
(Amendment) Act, 2020, consider the following: 
1. The amendment removes cereals, pulses, oilseeds 

and, edible oils, onion and potatoes from the list 
of essential commodities 

2. Under the Act, now the supply of certain 
agricultural foodstuff produce can be regulated 
only under extraordinary circumstances. 

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 

111. With respect to Model Contract Farming Act, 
2018, which of the following statement is/are 
correct? 
1. It covers pre-production, production and post 

production of agriculture services under its 
ambit. 

2. It takes contract farming outside the ambit of 
APMC Act. 

3. No Permanent structure can be developed on 
farmers land/premises by the buyer. 

4. Tamil Nadu became the first state, to pass a 
contract farming law based on the NITI Aayog 
Model Contract Farming Act 2018. 

Select the correct answer using the code given below. 
(a) 1 and 3 Only 
(b) 1 and 2 Only 
(c) 1, 2 and 3 Only 
(d) 1, 2, 3 and 4 

112. Consider the following statements regarding 
cooperative agriculture in India: 
1. A farmer producer organisation (FPO) cannot 

be registered under Cooperative Societies Act. 
2. Like cooperative societies, shares of farmer 

producer companies are not tradable. 
3. Registrar of Cooperatives holds veto power with 

respect to cooperative societies. 
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 

113. After independence, what could have been the 
primary reasons for implementing ceiling on land 
holdings? 
1. Provide Social justice. 
2. Reduce inequality. 
3. Introducing High-yielding varieties (HYVs) of 

agricultural crops. 
4. To increase Farm Mechanization. 
Select the correct answer using the code given below 
(a) 1 and 2 
(b) 1, 2 and 3 
(c) 1, 2 and 4 
(d) 1, 2, 3 and 4 

114. With reference to land reforms in India, which one 
of the following statements is incorrect? 
(a) Share croppers were provided with the security 

of tenure. 
(b) Ceiling laws were promulgated to redistribute 

land among the landless masses. 
(c) Co-operative farming was promoted for better 

utilization of resources. 
(d) Uniform land laws were applied throughout 

country for better implementation. 
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115. With respect to Price stabilization fund, which of 
the following statement is/are correct? 
1. It helps regulate the price volatility of perishable 

agricultural commodities. 
2. The fund operates under the Department of 

Agriculture, Cooperation and Famers Welfares. 
3. It provides interest free loan to State 

Governments/Union Territories (UTs) and 
Central agencies. 

Select the correct answer using the code given below. 
(a) 1 Only 
(b) 1 and 3 Only 
(c) 3 Only 
(d) 1, 2 and 3 

116. With respect to Agriculture Infrastructure fund, 
which of the following statement is/are correct? 
1. It’s a short-term debt financing facility for 

investment in viable projects. 
2. The fund was launched as a part of Atmanirbhar 

Bharat. 
3. Interest subvention is provided up to a credit 

limit of 2 crore. 
Select the correct answer using the code given below. 
(a) 1 and 2 Only 
(b) 2 and 3 Only 
(c) 1 and 3 Only 
(d) All of the above 

117. With reference to International Fund for 
Agricultural Development (IFAD), consider the 
following statements. 
1. IFAD is a specialized agency of United Nations. 
2. India is founding member of IFAD. 
3. It is dedicated at eradicating poverty in rural 

areas of developing countries only. 
4. It publishes Rural development report. 
Select the correct answer using the code given below. 
(a) 2 Only 
(b) 2, 3 and 4 Only 
(c) 1, 2 and 4 Only 
(d) 1, 2, 3 and 4 

118. With reference to the Agriculture Infrastructure 
Fund, consider the following statements: 
1. It is a Centrally Sponsored Scheme. 
2. It provides interest subvention of 3% per annum 

for a loan up to a limit of Rs. 2 crores. 
3. It provides assistance for both pre and post-

harvest management infrastructure. 
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) 1, 2 and 3 

119. With reference to the BSE E-Agricultural Markets 
Ltd. (BEAM), consider the following statements: 

1. It is an electronic spot platform for agricultural 
commodities. 

2. It will facilitate risk-free and hassle-free purchase 
and sale of various agricultural commodities. 

3. It would help farmers across different states to 
reach out to markets in other states. 

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 

120. With reference to the Rice Export Promotion 
Forum, consider the following statements: 
1. It has been set up as joint initiative of Federation 

of Indian Chambers of Commerce & Industry 
(FICCI) and Confederation of Indian Industry 
(CII). 

2. The new body will work under the Agricultural 
and Processed Foods Export Promotion 
Development Authority (APEDA). 

3. It will focus on how to increase rice exports from 
India. 

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 

121. With reference to the Animal Husbandry 
infrastructure Development Fund, consider the 
following statements: 
1. It aims to support private investment in dairy 

Processing, value addition and cattle feed 
infrastructure. 

2. It includes the Farmer Producer Organizations 
(FPO) and private dairy players as important 
stakeholders. 

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 

122. With reference to the National Beekeeping & 
Honey Mission (NBHM), consider the following 
statements: 
1. It aims for the overall promotion & development 

of scientific beekeeping in the country to achieve 
the goal of ‘Sweet Revolution’. 

2. It is being implemented through National Bee 
Board (NBB). 

3. Madhu Kranti Portal has been recently launched 
under this mission to check adulteration of 
honey. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
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(c) 1 and 3 only 
(d) 1, 2 and 3 

123. With reference to the Agriculture Extension 
Services, consider the following statements: 
1. It refers to the application of scientific research 

and new knowledge to agricultural practices 
through farmer education. 

2. Krishi Vigyan Kendra is an example of an 
agriculture extension services in India. 

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 

124. With reference to the KRITAGYA hackathon, 
which of the following statements is correct? 
(a) It focused on harnessing solutions for mitigation 

of urban flooding in India. 
(b) It aims to promote technology solutions for 

enhancing farm mechanization in India. 
(c) Its objective is to improve the cyber security 

infrastructure in India through PPP model. 
(d) It has been launched as joint initiative of 

NATGRID and ASSOCHAM. 

5.3. Infrastructure and Industries 

125. Consider the following statements regarding 
Limited Liability Partnerships (LLP) and 
Corporate Companies: 
1. Both Limited Liability Partnerships and 

Corporate Companies are governed by the 
Companies Act, 1956. 

2. The constitution of One Person Companies is 
banned under India laws. 

3. While the LLPs are permitted to issue non-
convertible debentures, the Corporate 
Companies are not. 

Which of the statements given above is/are incorrect? 
(a) 1 and 2 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

126. Which of the following statements correctly 
describes the meaning of ‘homemade leverage’? 
(a) A change in the financial leverage of a company 

due to personal borrowings of investors. 
(b) It is the ability of a company to meet its financial 

obligations. 
(c) It is the weighted average of a bank’s current 

liabilities. 
(d) The effect of a firm’s financial leverage on the 

payment of dividends to its investors. 

127. Consider the following statements with reference 
to the Trade Receivables and Discounting System 
(TReDS) scheme: 

1. Only MSMEs can be sellers on a TReDS 
platform. 

2. It is compulsory for the Scheduled Commercial 
Banks to participate in TReDS 

3. Authorization is required from RBI to set up and 
operate a TReDS platform. 

Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

128. Which of the following sectors is/are covered 
under the National Infrastructure Pipeline 
Project? 
1. Modern railways stations 
2. Safe drinking water 
3. Airports 
4. Healthcare for all 
5. Bus terminals 
6.  Clean Energy 
Select the correct answer using the code given below: 
(a) 1, 3 and 5 only 
(b) 1, 3, 5 and 6 only 
(c) 2, 4 and 6 only 
(d) 1, 2, 3, 4, 5 and 6 

129. Consider the following statements regarding 
National Monetisation Pipeline (NMP): 
1. Monetisation Value estimated under the NMP 

will be final for any transactions in the future. 
2. NMP currently include roads, ports and power 

generation only. 
3. Ownership of the assets will be retained by the 

Centre under NMP. 
4. Monetization of non-core assets such as land, 

building have not been included in the NMP. 
Which of the statements given above is/are correct? 
(a) 1, 2 and 3 only 
(b) 1 and 4 only 
(c) 3 and 4 only 
(d) 1, 2, 3 and 4 

130. What do you understand by the term Swiss 
challenge system of public procurement? 
(a) The government fixes the prices at which they 

are willing to sell their goods and services. 
(b) Procurement by direct invitation to a pre-

qualified panel of firms without open 
advertisement. 

(c) A candidate makes a proposal for a project, 
which is put before the public for proposals and 
the original candidate is allowed to match the 
best bid. 

(d) The government puts the floated proposal before 
the public without giving any opportunity to 
original candidate. 
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131. Consider the following statements: 
1. Infrastructure status to any sector or project 

is given by the Department for Promotion of 
Industry and Internal Trade. 

2. The status involves priority environmental 
clearances and significant tax breaks as an 
incentive. 

3. Recently, ‘Infrastructure’ status has been granted 
to exhibition and convention centres. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 3 only 

132. The term “Unicorn”, mentioned in the news 
recently, refers to: 
(a) A recently discovered mythical creature of the 

Hindu mythology. 
(b) It is a start-up which receives highest funding in 

a financial year. 
(c) It is a privately held start-up company with a 

value of over $1 billion. 
(d) A recently discovered horse species in the Great 

Nicobar Islands. 

133. Consider the following statements with reference 
to the National Start-up Advisory Council: 
1. It is constituted by the NITI Aayog. 
2. It is a high-powered team with members from 

the private sector and the government. 
3. It will suggest measures to build a strong 

ecosystem for nurturing innovation. 
Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 3 only 
(c) 2 only 
(d) 2 and 3 only 

134. Regarding the management of minerals in India, 
which of the following statements is/are incorrect? 
1. Both the Central and the State Governments 

have the power to reserve any mine for particular 
end-use. 

2. Mines in India are not allowed to sell their 
mineral production in the open market. 

3. Only the Central Government is allowed to 
conduct the auction of mineral concessions in 
India. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 2 only 
(d) 1, 2 and 3 

135. Consider the following sentences regarding 
recently introduced Mineral Laws (Amendment) 
Bill, 2020 
1. It introduced Composite license for prospecting 

and mining. 

2. It removes restriction on end-use of coal. 
3. Mines and minerals come under concurrent list 

under schedule 7 of Indian constitution. 
Which of the above statement is/are correct? 
(a) 1 and 3 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1 and 2 only 

136. With reference to parity pricing of petroleum 
products in India, which of the following 
statements is/are correct? 
1. Petroleum products pricing in India is done on 

the basis of a formula Import Parity Price. 
2. The LPG pricing in India is done on the basis of 

a formula Export parity price (IPP). 
3. Import parity price includes FOB (freight on 

board) Price, Ocean freight, Insurance, Customs 
duty, Port dues etc. 

Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1 and 3 only 

137. With reference to Renewable Purchase Obligation 
(RPO) mechanism, consider the following 
statements: 
1. It is notified under the Electricity Act 2003. 
2. They are categorized as Solar and Non-Solar 

RPO. 
3. Large Hydropower Projects are not categorized 

as renewable energy under the RPO rules. 
4. Power distribution companies are allowed to 

purchase Renewable Energy Certificates (RECs) 
to offset their Renewable Purchase Obligation. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 1, 2 and 4 only 
(c) 3 and 4 only 
(d) 1, 2, 3 and 4 

138. With reference to Green Term Ahead Market 
(GTAM), consider the following statements: 
1. It is a model for selling off the power by the 

renewable developers in the open market. 
2. Transactions through GTAM will be bilateral in 

nature. 
3. It will benefit renewable energy sellers by 

providing access to pan- India market. 
4. GTAM contracts will be done for Solar 

Renewable purchase obligation only. 
Select the correct answer using the code given below: 
(a) 1, 2 and 3 only 
(b) 1, 2 and 4 only 
(c) 1, 3 and 4 only 
(d) 2, 3 and 4 only 
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139. Which of the following statements describes a 
Regulatory Sandbox, frequently seen in news? 
(a) It refers to the regulatory authority that is 

mandated to develop beaches in India as per 
Blue Flag certification standards. 

(b) It refers to a safe harbour, where businesses 
can test innovative products under relaxed 
regulatory conditions. 

(c) It refers to the regulatory authority mandated 
by the Supreme Court to prevent illegal sand 
mining in rivers. 

(d) It refers to the controlled environment where 
genetically modified organisms can be tested 
before commercial release. 

140. ‘‘SPICe+’’, an initiative of the Government of 
India, is aimed at: 
(a) Facilitating the direct benefit transfer of subsidies 

to poor people. 
(b) Promoting the marketing and export of Indian 

spices in global markets. 
(c) Making it easier for incorporating a business in 

India. 
(d) Protecting the interests of the persons affected 

by natural calamities 

141. In which of the following processes, the “Coal 
Gasification” will potentially benefit Indian 
economy? 
1. Production of Syngas 
2. Manufacturing of Ammonia 
3. Production of Fertilizer 
Select the correct answer using the code given below: 
(a) 2 only 
(b) 2 and 3 only 
(c) 1 and 2 only 
(d) 1, 2 and 3 

142. With reference to Special Economic Zone (SEZ), 
consider the following statements: 
1. SEZ is an enclave inside the customs territory of 

India for its operation. 
2. Both the public and private entities can setup 

SEZs. 
3. SEZ can be setup only for manufacturing and 

trading activities. 
Which of the statements given above is/are correct? 
(a) 2 only 
(b) 3 only 
(c) 1 and 2 only 
(d) 1, 2 and 3 

143. In the context of Industrialization during the 
colonial period, which one of the following 
statement is correct? 
(a) Handicraft industry saw a rapid growth in the 

second half of nineteenth century. 
(b) Production of cash crop declined due to low 

process and exploitative policies. 

(c) Railways was introduced for the development of 
backward regions of country. 

(d) None of the above 

144. With reference to Indian economy before 1947, 
consider the following statements: 
1. Capital goods industries flourished during the 

colonial rule. 
2. India was a net exporter of finished consumer 

goods such as finished silk, light machinery etc. 
3. More than half of India’s foreign trade was 

restricted to Britain. 
Which of the statements given above is/are correct? 
(a) 3 only 
(b) 1 and 2 only 
(c) 2 only 
(d) 1, 2 and 3 

145. Consider the following statements regarding the 
state of industries at the time of independence: 
1. Indian economy was dominated by private 

industrialists. 
2. Due to high taxes on the imports to India, local 

industries remained underdeveloped. 
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 

146. India enacted The Geographical Indications of 
Goods (Registration and Protection) Act, 1999 in 
order to comply with the obligations to 
(a) International Labour Organization 
(b) International Monetary Fund 
(c) United Nations Conference on Trade and 

Development 
(d) World Trade Organization 

147. Consider the following statements: 
1. Both the countries India and China adopted the 

Five-year plans for development post 1950. 
2. India has adopted the model of Special Economic 

Zones from China. 
Which of the statements given above are correct? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

148. Consider the following statements: 
1. Nehruvian economics advocated setting up 

modern Industries in India. 
2. Gandhian economics was based on the socialism 

of USSR. 
3. Nehruvian economics aimed at setting up of 

villages as autonomous and independent units. 
Which of the statements given above is/are incorrect? 
(a) 1 and 3 only 
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(b) 1 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

149. In the context of mixed economy, consider the 
following statements: 
1. It is based on the principle of ‘laissez faire’. 
2. In a mixed economy, both the public sector 

enterprises and private sector enterprises co-
exist. 

3. New economic reforms of 1990s in India lead to 
establishing a mixed economy in India. 

Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

150. Which of the following will give a push to 
Protectionism in an economy? 
1. Make rules and regulation which can make it 

difficult for foreign producers to obtain license. 
2. Increase the cost of domestic products in foreign 

markets by exchanging rate controls. 
3. Implementation of Anti-dumping policies. 
4. Impose heavy taxes on exports to other countries. 
Select the correct answer using the code given below 
(a) 1, 3 and 4 only 
(b) 1, 2 and 4 only 
(c) 1 and 3 only 
(d) 1, 2, 3 and 4 

151. Which of the following statements regarding 
“Ease of doing business” is/are correct? 
1. Ease of Doing Business Index is a ranking system 

established by the World Bank Group. 
2. India has jumped 79 positions since 2014 in 

World Bank’s Ease of Doing Business Ranking 
2020. 

3. Rapid progress has been made under two 
categories: Construction permits and getting 
electricity.

Select the correct answer using the codes given 
below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

152. In the context of Make in India policy, consider 
the following statements: 
1. The policy aims at improving India’s rank on the 

Ease of Doing Business index. 
2. The focus of Make in India programme is on 

manufacturing sector only. 
Which of the above statements is/are incorrect? 
(a) 1 only 
(b) 2 only 

(c) Both 1 and 2 
(d) Neither 1 nor 2 

153. With reference to the management of minor 
minerals in India, consider the following 
statements: 
1. Sand is a ‘minor mineral’ according to the 

prevailing law in the country. 
2. State Governments have the power to grant 

mining leases of minor minerals, but the powers 
regarding the formation of rules related to the 
grant of minor minerals lie with the Central 
Government. 

3. Stale Governments have the power to frame rules 
to prevent illegal mining of minor minerals.

Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

154. With reference to Hybrid Annuity Model (HAM), 
consider the following statements: 
1. It is a mix of BOT (Build-Operate-Transfer) -Toll 

model and EPC (Engineering-Procurement-
Construction) model. 

2. During the construction period, the project 
cost is shared between the government and the 
private player. 

3. The private player gets its compensation from 
the collection of tolls. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 only 
(d) 1, 2 and 3 

155. With reference to National Infrastructure Pipeline 
(NIP), consider the following statements: 
1. The Private Sector will share majority of costs for 

implementing the projects. 
2. Road sector has the highest share of capital 

expenditure in the NIP. 
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 

156. With reference to ‘Quality Council of India (QCI)’, 
consider the following statements: 
1. QCI was set up jointly by the Government of 

India and the Indian Industry. 
2. Chairman of QCI is appointed by the Prime 

Minister on the recommendations of the 
industry to the Government. 

Which of the above statements is/are correct? 
(a) 1 only 
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(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

157. With reference to the performance of 
manufacturing and service sectors of India, 
consider the following statements: 
1. The contribution of Industry and its components 

in GVA has declined since 2011-12. 
2. India’s share in world’s services exports has risen 

steadily over the past decade. 
3. In terms of Gross FDI Equity Inflows over past 

few years, the share of service sector is greater 
than the share of manufacturing sector. 

Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 2 and 3 only 
(c) 1 and 2 only 
(d) 1, 2 and 3 

158. With reference to reform brought in as per the 
economic policy 1991, which of the following 
statements is/are correct? 
1. No industry was now reserved for the Central 

Government. 
2. To support bigger companies this policy raised 

the Monopolies and Retrospective Trade 
Practices (MRTP) limit to 100 crore. 

3. The policy classified the companies broadly into 
polluting and non-polluting. 

Select the correct answer using the code given below 
(a) 1 and 2 only 
(b) 2 only 
(c) 3 only 
(d) 1, 2 and 3 

159. Despite having large reserves of coal, why does 
India import millions of tonnes of coal? 
1. It is the policy of India to save its own coal 

reserves for future, and import it from other 
countries for the present use. 

2. Most of the power plants in India are coal-based 
and they are not able to get sufficient supplies of 
coal from within the country. 

3. Steel companies need large quantity of coking 
coal which has to be imported. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

160. With respect to the process of disinvestment in 
India which of the following statement is/are 
incorrect? 
1. In the budget 2021-22, government has set a 

disinvestment target of 175 lakh crore. 
2. The proceeds from disinvestment are counted 

under revenue receipts in the budget. 

3. Department of Investment and Public 
Asset Management (DIPAM) is under the 
administrative control of PMO. 

4. DIPAM along with NITI Aayog selects the 
public sector undertakings for the process of 
disinvestment. 

Select the answer using the code given below 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1, 2 and 3 only 
(d) 3 and 4 only 

161. With respect to strategic disinvestment which of 
the following statements is/are incorrect? 
1. It is the process of sale of shares along with 

transfer of management control. 
2. Only loss-making public-sector undertakings 

are sold by this process. 
3. A total minimum share of 75% is disinvested. 
Select the correct answer using the code given below 
(a) 1 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 1 and 3 only 

162. Consider the following statements: 
1. According to the Indian Patents Act, a biological 

process to create a seed can be patented in India. 
2. In India, there is no Intellectual Property 

Appellate Board. 
3. Plant varieties are not eligible to be patented in 

India.
Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

163. The proceeds of disinvestment are deposited in to 
National Investment Fund (NIF). With respect to 
NIF which of the following statement is incorrect? 
(a) More than 2/3rd of the annual income of fund is 

used for financing social sector schemes. 
(b) It is maintained under Consolidated Fund of 

India. 
(c) Proceeds from NIF can be utilized for the 

recapitalization of Public Sector Banks (PSB’s). 
(d) A part of the fund can be utilized invest in 

various metro projects. 

164. With respect to public asset management in India, 
which of the following statements is/are correct? 
1. Department of Investment and Public Asset 

management (DIPAM) looks into disinvestment 
of equity in both central and state public sector 
undertakings. 

2. DIPAM is also responsible for asset monetization 
of unutilized and under-utilized public assets. 
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3. DIPAM issues municipal bonds which are 
investment tools to generate capital for 
municipalities. 

Select the correct answer using the code given below 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 only 
(d) 1, 2 and 3 

165. With respect to steel industry in India, which of 
the following statements is/are correct? 
1. Indian steel industry is heavily dependent on 

import of coking coal. 
2. India is the second largest producer of steel in 

the world. 
3. Per-capita steel consumption in India is higher 

than the global average. 
Select the correct answer using the code given below 
(a) 1 only 
(b) 1 and 2 only 
(c) 3 only 
(d) 1, 2 and 3 

166. Which of the following is/are the steps taken for 
‘Ease of doing business’ in India? 
1. GST Implementation 
2. Paperless court procedures 
3. Digitisation of land records 
4. Insolvency and Bankruptcy Code 

implementation 
Select the correct answer using the code given below: 
(a) 1 and 3 only 
(b) 1, 2 and 3 only 
(c) 3 only 
(d) 1, 2, 3 and 4 

167. Which of the following statements is/are correct 
regarding Startup India initiative? 
1. Startups can raise loans under External 

commercial borrowings. 
2. Easy exit option is provided for startups. 
3. Startup receiving more than 10 lakh monetary 

support under the government scheme are not 
eligible to receive fund from Startup India seed 
fund. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

168. Consider the following pairs of Dedicated freight 
corridor and the states through which it passes. 

Dedicated freight corridor Passing states 
1. Eastern corridor A. Telangana 
2. Western corridor B. Gujarat 

3. North south corridor C. Chhattisgarh 
4. East west corridor D. Bihar 

Which of the following pairs given are correctly 
matched? 
(a) 1- D, 2-C, 3-A, 4-B 
(b) 1-D, 2-B, 3-C, 4-A 
(c) 1-D, 2-B, 3-A, 4-C 
(d) 1-D, 2-C, 3-B, 4-A 

169. Which of the following statements is/are correct 
regarding High speed rail in India? 
1. LiDAR survey technique will be used for ground 

survey in proposed high speed rail corridors. 
2. National rail plan Vision 2024 stressed on the 

need for high-speed rail corridors. 
3. The maximum share of infrastructure 

investments in National Infrastructure Pipeline 
(NIP) goes to High-speed rail sector. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

170. Which of the following statements is/are correct 
regarding Bharatmala Pariyojna? 
1. It will focus on constructing roads along the 

international border to facilitate trade. 
2. Central road and infrastructure fund is used for 

this scheme. 
3. A “grand challenge mechanism” is adopted to 

encourage the private sector participation in this 
programme. 

Select the correct answer 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 

171. Which of the following are the steps to boost 
growth in MSME sector? 
1. MUDRA Yojana 
2. Atmanirbhar Bharat Abhiyaan 
3. India Aspiration Fund 
4. ASPIRE 
5. AVATARAN 
Select the correct answer using the code given below: 
(a) 1, 2 and 3 only 
(b) 1, 2, 3 and 4 only 
(c) 3 and 5 only 
(d) 1, 2, 3, 4 and 5 

172. Which of the following statements is/are correct 
regarding the following PPP models? 
1. Under the Build-Own-Operate (BOO) model, 

the infrastructure asset is transferred to the 
government after the negotiated period of time. 
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2. Under the Build-Operate-Lease-Transfer 
(BOLT) model, the government takes up the 
ownership of the facility at the end of the lease 
period. 

3. Under the Build Operate and Transfer (BOT) 
model, the private partner is responsible to 
design and build the asset during the contracted 
period. 

Select the correct answer using the code given below: 
(a) 3 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

173. Consider the following statements about the 
Information Technology and Business Process 
Management Sector: 
1. It is the largest contributor to the total exports 

of the country. 
2. Tightening angel tax norms for start-ups will 

boost the investment in the sector. 
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 

174. With regard to Hybrid Annuity Model, consider 
the following statements: 
1. It is a PPP model, where project cost is equally 

shared by government and private player. 
2. A fixed sum of economic compensation is 

being paid to private player for a fixed tenure by 
government. 

Which of the statements given above is/are incorrect? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

175. Which of the following statements is/are correct 
regarding Smart cities mission? 
1. Smart cities are selected based on the 

recommendation of respective state annual 
actions plans. 

2. SPV (Special Purpose Vehicle) is used for its 
implementation. 

3. It is a centrally sponsored scheme. 
Select the correct answer using the code given below: 
(a) 1 and 3 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

176. Which of the following were the key features of 
license raj? 
1. Licenses were required for starting new 

companies and for producing new products 
but not for expanding production capacities of 
existing firms. 

2. Businesses had to have government approval for 
laying off workers and for shutting down. 

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 

177. With respect to National Infrastructure Pipeline, 
consider the following statement- 
1. It outlined plans to invest approximately 102 

Lakh crores on infrastructure projects by 2030. 
2. The capital share in percentage is 39%, 40% and 

21% between Centre, State and Private sector 
respectively. 

Which of the above statements is/are correct? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

178. With respect to National Investment and 
Infrastructure Fund (NIIF), consider the following 
statement. 
1. It’s a category-II Alternate Investment Fund. 
2. Indian government owns 51% of the stake in 

NIIF, rest held by foreign and domestic investors. 
Which of the above statements is/are correct? 
(a) 1 only 
(b) 2 only 
(c) Neither 1 nor 2 
(d) Both 1 and 2 

179. With reference to Invest India, Consider the 
following statement: 
1. Invest India was formed as non-profit venture 

under the Companies Act, 1956. 
2. It was established under Ministry of Finance to 

promote foreign investments in India. 
3. 51% of Invest India shares are owned by Industry 

Associations while remaining 49% is owned by 
Central and State Governments. 

Which of the statements given above are correct?
(a) 1 and 3 only 
(b) 1 and 2 only 
(c) 2 and 3 Only 
(d) 1, 2 and 3 

180. ‘Swiss challenge methods’, sometimes mentioned 
in the news recently, is related to: 
(a) Method of Bidding. 
(b) Rules to challenge WTO rulings. 
(c) Method to calculate GDP in PPP terms. 
(d) Method to challenge tariff and non-tariff barriers 

of developed nations. 

181. Which of the following committees was formed 
for Revisiting and Revitalizing the PPP model of 
Infrastructure Development? 
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(a) Vijay Kelkar committee 
(b) Atanu Chakraborty 
(c) Baba Kalyani Committee 
(d) Kirit Parikh 

182. With reference to Special Economic Zones (SEZ) 
Act, 2005, consider the following statement. 
1. It extends to the whole of India. 
2. It is deemed to be a foreign territory for the 

purposes of trade operations, duties and tariffs. 
3. It can be set up for manufacturing of goods but 

not for services. 
4. Baba Kalyani committee was constituted to look 

into SEZ policy in India. 
Which of the above statements is/are correct? 
(a) 2 only 
(b) 2 and 4 only 
(c) 1, 2 and 4 only 
(d) 1, 2, 3 and 4 

183. With reference to the Industrial Relations Code, 
2020, consider the following statements: 
1. For closure or lay-off, prior permission of the 

government will be required for establishments 
with at least 300 workers.

2. In case of more than 1 registered trade union 
functioning in an establishment, trade union 
having more than 49% of the workers as 
members would be recognised as the sole 
negotiating union. 

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 

184. In the context of Dedicated freight corridors 
(DFC), consider the following statements: 
1. Eastern DFC starts at Sohnewal in Punjab and 

ends at Dankuni in West Bengal. 
2. Western DFC runs from Dadri in Uttar Pradesh 

to JNPT in Mumbai. 
3. Western DFC is being funded by the World 

Bank. 
Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

185. With reference to National Rail Plan, consider the 
following statements: 
1. It aims at 100% electrification of Broad Gauges 

by 2023. 
2. It aims to develop adequate rail infrastructure 

by 2030 to cater to projected traffic needs up to 
2050. 

3. It aims to increase the modal share of Railways 
to 45% in freight traffic.

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

186. With reference to the National Startup Advisory 
Council, which of the following statements is/are 
correct? 
1. It is chaired by Union Commerce Minister. 
2. Its non-official members to be nominated by 

the Government from founders of successful 
startups. 

3. The term of the non-official members will be for 
a period of one year. 

Select the correct answer 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 

187. Consider the following statements regarding the 
National Start-up Advisory Council (NSAC): 
1. It is constituted by the Department for Promotion 

of Industry and Internal Trade (DPIIT). 
2. Founders of successful start-ups are the non-

official members of the council. 
3. The aim of the council is to provide seed fund to 

the startups through Public Private Partnership. 
Which of the following 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 

188. Consider the following pairs: 

Statutory Body Associated to Ministry 
1. Khadi and 

Village Industries 
Commission 

Ministry of Micro, Small 
and Medium Enterprises 

2. Coir Board Ministry of Agriculture 
& Farmers’ Welfare 

3. Bureau of Energy 
Efficiency 

Ministry of Power 

Which of the pairs given above is/are correctly 
matched? 
(a) 3 Only 
(b) 1 and 3 Only 
(c) 2 and 3 Only 
(d) 1, 2 and 3 

189. Consider the following statements with respect to 
Indian Energy Exchange (IEX): 
1. It is the first and the largest energy exchange in 

India. 
2. It is a publicly listed company with National 

stock exchange and Bombay stock exchange. 
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3. It is regulated by the Central Electricity 
Regulatory Commission, which is a statutory 
body. 

Which of the above statements is/are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

190. Which of the following areas are covered in the 
Electricity (Rights of consumers) Rules 2020? 
1. Release of new connection and modification in 

existing connection 
2. Consumer as Prosumer 
3. Standards of Performance of licensee 
4. Grievance redressal mechanism 
5. Reliability of supply 
Select the correct answer using the code given below: 
(a) 1, 2 and 3 only 
(b) 3 and 4 only 
(c) 4 and 5 only 
(d) 1, 2, 3, 4 and 5 

191. With reference to new definition of MSME which 
of the following pairs is/are correctly matched? 

Unit Characteristic 
1. Micro Units A. Companies with Invest-

ments up to Rs 1 crore & 
Turnover of below Rs 5 
crore 

2. Small Units Companies with Investment 
of up to Rs 100 crore & 
Turnover of below 500 
crores 

3. Medium Units Companies with Investment 
of up to Rs 500 crore & 
Turnover of below Rs 2500 
crore 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 and 3 only 
(c) 2 only 
(d) 1, 2 and 3

192. With reference to Companies amendment act 
2020, consider the following statements: 
1. It decriminalizes certain provisions including 

fraud and injury to public interest. 
2. It seeks to establish benches of the National 

Company Law Appellate Tribunal in New Delhi. 
3. The central government can allow certain 

companies to list securities in foreign 
jurisdictions. 

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 

193. With reference to Multi-Modal Logistics Park 
(MMLP) in India, consider the following 
statements: 
1. Multi-modal logistics park (MMLP) is developed 

under the Bharatmala Pariyojana. 
2. Country’s first Multimodal Logistics Park 

(MMLP) is developed at Jaipur, Rajasthan. 
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 

5.4. Insurance Sector 

194. In the context of Insurance sector of India, 
consider the following statements: 
1. Insurance penetration is the ratio of total 

premium to the GDP. 
2. Insurance density is the ratio of total premium 

to population. 
3. FDI in the insurance sector is allowed at 100 per 

cent under the automatic route. 
4. The Life Insurance Corporation of India (LIC) 

is the only Domestic Systemically Important 
Insurer(D-SII) currently in India. 

Which of the statements given above is/are incorrect? 
(a) 1 and 2 only 
(b) 3 and 4 only 
(c) 2 and 3 only 
(d) 1, 2, 3 and 4 

195. Which of the following parameters are considered 
for the identification of Domestic Systemically 
Important Insurers (D-SIIs) by the Insurance 
Regulatory and Development Authority of India? 
1. Size of operations in terms of revenue. 
2. Global activities across more than one 

jurisdiction. 
3. Lack of substitutability of their products/

operations. 
4. Outstanding debts/liabilities with banks if any. 
Select the correct answer using the code given below: 
(a) 1 and 3 only 
(b) 2 and 4 only 
(c) 1, 2 and 3 only 
(d) 1, 2, 3 and 4 

196. With reference to Third-Party Insurance, consider 
the following statements: 
1. The ‘third-party’ is responsible for the losses and 

damages. 
2. Automobile insurance is a type of third-party 

insurance. 
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3. Long-term third-party motor insurance has 
been withdrawn by IRDAI for four and two-
wheelers. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

197. Consider the following statements: 
1. Insurance penetration is defined as the ratio of 

premium underwritten in a given year to the 
total population. 

2. Insurance density is defined as the ratio of 
premium underwritten in a given year to the 
GDP. 

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 

198. With reference to the Deposit Insurance and 
Credit Guarantee Corporation (DICGC), consider 
the following statements: 

1. All commercial banks and Primary cooperative 
societies are insured by the DICGC. 

2. Each depositor in a bank is insured up to a 
maximum of ` 5 Lakhs. 

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 

199. With reference to Insurance Regulatory and 
Development Authority of India (IRDAI), 
consider the following statements: 
1. It was set up under the Insurance Act 1938. 
2. It has adjudicatory functions. 
3. It can impose penalties on insurance companies 

for non-compliance of regulations. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 
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SOLUTIONS

5.1. Previous Years Questions

1. Solution: (a)
Exp) Option a is correct 
Option a is correct: Cabinet Committee on Economic 
Affairs approves FRP of sugarcane payable by sugarmills. 
It also recommends the fair and remunerative prices 
based on inter-crop price parity, inflation considerations, 
fair return to farmers and a host of other factors. 

2. Solution: (b)
Exp) Option b is correct 
Option b is correct: An Agricultural Produce Market 
Committee (APMC) is a marketing board established 
by state governments in India to ensure farmers are 
safeguarded from exploitation by large retailers, as well 
as ensuring the farm to retail price spread does not 
reach excessively high levels. APMCs are regulated by 
states through their adoption of a Agriculture Produce 
Marketing Regulation (APMR) Act. 

3. Solution: (b)
Exp) Option b is correct 
Statement 1 is incorrect. Central Government launched 
in 1996-97, an Accelerated Irrigation Benefits Programme 
(AIBP) to provide Central Loan Assistance (CLA) to 
states for accelerated implementation of major/medium 
irrigation projects in the country. 
Statement 2 is correct. Command Area Development 
Programme (CAD) was launched in 1974-75 with 
objective of improving the utilization of existing irrigation 
potential. 

4. Solution: (b)
Exp) Option b is correct 
Option b is correct: Capital augmenting technology 
increases productivity of existing capital goods. Whereas, 
Labour augmenting technological progress increases 
productivity and skills of labour. 

5. Solution: (b)
Exp) Option b is correct 
Option b is correct: A village, wherein trained group of 
fanners are involved in production ‘of seeds of various 
crops and cater to the needs of themselves, fellow fanners 
of the village and fanners of neighbouring villages in 
appropriate time and at affordable cost is called “a seed 
village”. 

6. Solution: (c)
Exp) Option c is correct 
Statement 2 is incorrect. Drip irrigation systems 

distribute water through a network of valves, pipes, 
tubing, and emitters. This practice helps to save water and 
fertilizer. Water logging due to irrigation is a major cause 
of soil salinity, hence it cannot be an advantage of drip 
irrigation. 

7.  Solution: (c)
Exp) Option c is correct 
Statement 1 is correct. NAM is a pan-India electronic 
trading portal launched by Ministry of Agriculture & 
Farmer’s Welfare, Government of India to facilitate 
farmers, traders, buyers, exporters, processors with a 
common platform for trading commodities. 
Statement 2 is correct. NAM promotes uniformity, 
streamlining of procedures across the integrated markets, 
removes information asymmetry between buyers and 
sellers and promotes real time price discovery, based on 
actual demand and supply, promotes transparency in 
auction process, and access to a nationwide market for 
the farmer, with prices commensurate with quality of his 
produce and online payment and availability of better 
quality produce and at more reasonable prices to the 
consumer. 

8. Solution: (b)
Exp) Option b is correct 
Option b is correct. Barley, Finger millet, Groundnut 
and Sesamum has covered under MSP. The approval of 
Cabinet Committee on Economic Affairs is based on the 
recommendations of the Commission for Agricultural 
Costs and Prices (CACP). 
The CACP is a statutory body and submits separate 
reports recommending prices for Kharif and Rabi 
seasons. Currently, 26 commodities are covered under 
Minimum Support Price (MSP), Areca nut and Coffee are 
not covered. 

9.  Solution: (a)
Exp) Option a is correct 
Statement 1 is correct. The quantity of imported edible 
oils is more than the domestic production of edible oils in 
the last five years. 
Statement 2 is incorrect. As the need arises, the central 
government imposes import duty on imported oil. In 
2017, to safeguard the domestic edible oil crushing 
industry the Ministry of Finance increased import duty 
on refined and crude palm oil. 

10. Solution: (c)
Exp) Option c is correct 
Option c is correct. Economic cost of food grains 
to the Food Corporation of India comprises of three 
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components. The procurement price of food grains, costs 
related to procurement (such as statutory taxes, labour 
costs, mandi fees, and so on) and costs of distribution 
(including freight, storage and administration). 

11. Solution: (d)
Exp) Option d is correct 
Option d is correct. Vegetable oils constitute the highest 
imported commodity in 2013-2018 period. India is one of 
the biggest exporter of spices in the world. 

12. Solution: (b)
Exp) Option b is correct 
Option b is correct. India beat Thailand to become the 
largest exporter of rice in world in 2011. Since then it has 
held on to this position. 

13. Solution: (c)
Exp) Option c is correct 
Statements 2, 3 and 6 are correct. Computerization 
of Primary Agriculture Credit Societies, Social Capital 
Development and Setting up cold storage facilities by 
the governments are considered as public investment in 
agriculture. 
Public investment in agriculture means expenditure 
incurred to create capital or social assets to improve 
agriculture productivity. 
Fixing Minimum Support Price, Waiver of agricultural 
loans and supply of free electricity does not necessarily 
increase productivity of agriculture. 

14. Solution: (d)
Exp) Option d is correct 
Option d is correct. The Minimum Support Price, 
Government’s trading, Government’s stockpiling, 
Consumer subsidies are factors/policies are affects the 
price of rice in India. 

15.  Solution: (b) 
Exp) Option b is correct 
Options 1, 3 and 4 are correct. The Kisan Credit Card 
scheme aims at providing adequate and timely credit 
support from the banking system under a single window 
with flexible and simplified procedure to the farmers for 
their cultivation and other needs as indicated below: 
To meet the short term credit requirements for cultivation 
of crops; 
Post-harvest expenses; 
Produce marketing loan; 
Consumption requirements of farmer household; 
Working capital for maintenance of farm assets and 
activities allied to agriculture; 
Investment credit requirement for agriculture and allied 
activities. 

16. Solution: (d)

Exp) Option d is correct 
Statements 1 and 2 are incorrect. The Department of 
Agriculture and Cooperation, Ministry Of Agriculture 
And Farmers’ Welfare based on the recommendation 
of Commission for Agricultural Costs and Prices 
(CACP) declares Minimum Support Prices (MSP) for 22 
mandated crops, and Fair and Remunerative Price (FRP) 
for Sugarcane. 
While the government announces MSP for 23 crops, 
effective MSP-linked procurement occurs mainly for 
wheat, rice and cotton. The procurement is also limited 
to a few states. 

17.  Solution: (c)
Exp) Option c is correct 
The IIP index is computed and published by the Central 
Statistical Organisation (CSO), Ministry of Statistics and 
Programme Implementation (MoSPI) on a monthly basis. 
There is a lag of 6 week in release of data since reference 
month ends. 
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. 

18. Solution: (b)
Exp) Option b is correct 
The index of Industrial Production (IIP) conveys the status 
of production in the industrial sector of an economy in a 
given period of time, in comparison with a fixed reference 
point in the past. Electricity has highest weightage of 
10.32%. 
The Eight Core Industries comprise nearly 38 % of 
the weight of items included in the Index of Industrial 
Production (IIP). They are Coal, Crude Oil, Natural Gas, 
Petroleum Refinery Products, Fertilizers,Steel, Cement & 
Electricity. 

19. Solution: (b)
Exp) Option b is correct 
Statement 2 is correct and Statement 1 and 3 are correct: 
Each District Mineral Foundation is established by the 
State Governments by notification as a trust or non-profit 
body in the mining operation affected districts. 
They derive their legal status from section (9b) of Mines 
and Minerals (Development and Regulation) Act, 1957 
as amended on 26 March 2015 as Mines and Minerals 
(Development and Regulation) Amendment Act, 2015. 
The objective of District Mineral Foundation is to work 
for the interest of the benefit of the persons and areas 
affected mining related operations in such manner as may 
be prescribed by the State Government. 

20. Solution: (b)
Exp) Option b is correct 
Statement 1 is incorrect. Agriculture contributes only 
about 15 percent (2018) to the GDP, down from 28 
percent in 1991. 
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Statements 2 and 3 are correct. Share of India’s exports 
in world trade and FDI inflows have increased from 1991 
to 2018 
Statement 4 is correct. Forex reserve was $5.8 billion in 
1991, compared to over $350 billion (2018) 

21.  Solution: (a)
Exp) Option a is correct 
Statement 1 is correct. Indira Gandhi government 
nationalized coal sector in 1971-73 period. This was 
reversed by NDA government in 2015, opening the sector 
to private players. 
Statement 2 is incorrect. Under the new policy, the 
allocation is done on the basis of bidding process-the firm 
offering the highest per tonne price is allotted the mine. 
Statement 3 is incorrect. Though India has fifth largest 
reserve coal reserve in the world, it is not self-sufficient 
as it has to import high quality coal to meet its domestic 
demand 

22. Solution: (b) 
Exp) Option b is correct 
Statement 1 is incorrect. The retail price of chemical 
fertilizers is not market -driven as the government 
subsidizes the fertilizers. Under Nutrient Based Subsidy 
Scheme (NBS), the fertilizers are provided to the farmers 
at the subsidized rates based on the nutrients (N, P, K & S) 
contained in these fertilizers. 
Statement 2 is correct. Ammonia, which is an input of 
urea, is produced from natural ga 
Statement 3 is correct. Sulphur, which is a raw material 
for phosphoric acid fertilizer, is a by -product of oil 
refineries 

5.2. Agriculture and Allied Sectors 

23. Solution: (b)
Exp) Option b is correct. 
Statement 1 is correct. In India, around 98% of crude 
palm oil is being imported. India is the world’s largest 
importer of palm oil, buying more than 9 million tonnes 
annually, mainly from Indonesia and Malaysia. 
Statement 2 is incorrect. Subtropical and tropical 
latitudes are best suitable for oil palm plantations. The oil 
palm grows well where the weather is warm all the year 
round: between 25- and 28-degrees C. If the temperature 
drops, the oil palm produces fewer leaves and is more 
often attacked by diseases. It therefore yields less. It also 
needs plentiful of rain. 
Statement 3 is correct. oil palm tree is native to West 
Africa. 
Challenges in cultivating oil palm: 
Destruction of rainforests and native biodiversity- The 
focus areas of National Mission on Edible Oils – Oil 
Palm are biodiversity hotspots and ecologically fragile. 
Impact on community ownership of tribal lands– the 

mission does not focus on community ownership of land 
in these regions. 
Water stress– oil palm is a water-guzzling crop, which 
requires 300 liters of water per tree per day. 
Invasive species– The palm is an invasive species. 
Knowledge Base: National Mission on Edible Oils – 
Oil Palm will have a special focus on the North-Eastern 
region and the Andaman and Nicobar Islands. 
Under this scheme, it is proposed to cover an additional 
area of 6.5 lakh hectare (ha.) for oil palm till the year 2025-
26 and thereby reaching the target of 10 lakh hectares 
ultimately. 

24. Solution: (b)
Exp) Option b is correct. 
Statement 1 is incorrect. Kaipad farming is a technique of 
paddy cultivation. It is not a technique for the cultivation 
of wheat. Kaipad Rice received the Geographical 
Indication tag in 2014. 
Statement 2 is correct. Kaipad farming is a mode of 
paddy cultivation in brackish water. 
The traditional kaipad system of rice cultivation is 
an integrated organic farming system in which rice 
cultivation and aquaculture go together in coastal 
brackish water marshes rich in organic matter. 
Statement 3 is incorrect. Kaipad farming is practised in 
the Northern districts of Kerala. Kaipad is a saline prone 
naturally organic rice production tract of North Kerala 
falling in Kozhikode, Kannur and Kasargod districts. 

25. Solution: (d)
Exp) Option d is correct. 
The Commission for Agricultural Costs & Prices 
(CACP) recommends MSPs for 22 mandated crops and 
fair and remunerative price (FRP) for sugarcane. 
In formulating the recommendations in respect of the 
level of minimum support prices and other non-price 
measures, the Commission takes into account, apart 
from a comprehensive view of the entire structure of 
the economy of a particular commodity or group of 
commodities, the following factors: 
Cost of production 
Changes in input prices 
Input-output price parity 
Trends in market prices 
Demand and supply 
Inter-crop price parity 
Effect on industrial cost structure 
Effect on cost of living 
Effect on general price level 
International price situation 
Parity between prices paid and prices received by the 
farmers. 
Effect on issue prices and implications for subsidy 
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Knowledge Base: CACP is an attached office of the 
Ministry of Agriculture and Farmers Welfare, Government 
of India. It came into existence in January 1965. It is an 
advisory body whose recommendations are not binding 
on the Government 

26. Solution: (d)
Exp) Option d is correct. 
Statement 1 is correct. Food Corporation of India (FCI) 
sells surplus stocks of wheat and rice (only) under Open 
Market Sale Scheme (Domestic) at pre-determined prices 
through e-auction in the open market. Under the OMSS, 
the rate of rice is fixed at Rs.22/kg and wheat- Rs.21/kg. 
Statement 2 is correct. FCI has begun Open Market Sale 
Scheme (OMSS) for bulk buyers such as food companies 
and flour millers. FCI godowns are overflowing with 
grain stock at three times the buffer stock norms of 21.04 
million tonnes, prompting the agency to start sales to bulk 
buyers to make space for the new crop. 
Statement 3 is correct. Under it e-auction is held is done 
from time to time to enhance the supply of food grains, 
especially wheat during the lean season and thereby 
moderate the open market prices especially in the deficit 
regions. 

27. Solution: (b)
Exp) Option b is correct. 
Statement 1 is incorrect. India is not a net exporter of 
urea. India’s dependency on import at present is to the 
extent of 25% of our requirement of Urea, 90% in case of 
Phosphates, either as raw material or finished fertilizers. 
Statement 2 is correct. In the case of potash, India relies 
on imports to fulfil its entire consumption, bringing in 
more than 4 million tonnes every year. The Government 
has been encouraging Indian Companies to establish 
Joint Ventures abroad in Countries which are rich in 
fertilizer resources for production facilities with buy back 
arrangements and to enter into long term agreement for 
supply of fertilizers and fertilizer inputs to India. 

28.  Solution: (c)
Exp) option c is correct. 
Statement 1 is incorrect: The subsidy goes to fertiliser 
companies, although its ultimate beneficiary is the farmer 
who pays MRPs less than the market-determined rates. 
Companies, until recently, were paid after their bagged 
material had been dispatched and received at a district’s 
railhead point or approved godown. 
From March 2018, a new so-called direct benefit transfer 
(DBT) system was introduced, wherein subsidy payment 
to the companies would happen only after actual sales to 
farmers by retailers. 
Statement 2 is incorrect: Under the Nutrient Based 
Subsidy scheme, a fixed amount of subsidy, based on the 
nutrient content present in them is provided on each 
grade of subsidized Phosphatic and Potassic (P&K) 
fertilizer except Urea. It was expected that the NBS 
scheme will control farmers from applying too much urea 

containing only nitrogen. 
Statement 3 is correct: There is currently no limit on 
the number of subsidised fertilisers each farmer can buy. 
The Centre spends approximately`75,000 crore annually 
on fertiliser subsidy. The government plans to eventually 
implement “cash transfers” in place of fertiliser subsidy. A 
farmer can buy up to 100 bags at a time but it does not 
stop anyone from buying any number of times. 
Statement 4 is correct: In the case of non-urea fertilisers, 
MRP has been De-regularised and the government pays 
a flat per-tonne subsidy on the basis of nutrients mix 
in the fertiliser, to ensure they are priced at “reasonable 
levels”. The per-tonne subsidy is currently Rs 10,231 for 
di-ammonium phosphate (DAP), Rs 6,070 for muriate 
of potash (MOP) and Rs 8,380 for the popular ‘10:26:26’ 
complex fertiliser, due to their mix of nutrients. That is 
why the decontrolled fertilisers price way above the Urea. 

29. Solution: (d)
Exp) Option d is correct. 
Statement 1 is correct. Krishi Vigyan Kendra (KVK) is 
an integral part of the National Agricultural Research 
System (NARS). It aims at assessment of location 
specific technology modules in agriculture and allied 
enterprises, through technology assessment, refinement 
and demonstrations 
Statement 2 is correct. The mandate of KVK is Technology 
Assessment and Demonstration for its Application and 
Capacity Development. To implement the mandate 
effectively, the following activities are envisaged for each 
KVK: 
On-farm testing to assess the location specificity of 
agricultural technologies under various farming 
systems. 
Frontline demonstrations to establish production 
potential of technologies on the farmers’ fields 
Capacity development of farmers and extension personnel 
to update their knowledge and skills on modern 
agricultural technologies 
To work as Knowledge and Resource Centre of agricultural 
technologies for supporting initiatives of public, private 
and voluntary sectors in improving the agricultural 
economy of the district. 
Provide farm advisories using ICT and other media means 
on varied subjects of interest to farmers 
Statement 3 is correct. The KVK scheme is 100% 
financed by Govt. of India. The KVKs are sanctioned 
to Agricultural Universities, ICAR institutes, related 
Government Departments and Non-Government 
Organizations (NGOs) working in Agriculture. 
The first KVK, on a pilot basis, was established in 1974 
at Puducherry (Pondicherry). At present there are 721 
KVKs, out of which 498 are under State Agricultural 
Universities (SAU) and Central Agricultural University 
(CAU), 66 under ICAR Institutes, 104 under NGOs, 38 
under State Governments, and the remaining under other 
educational institutions. 
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30. Solution: (c)
Exp) Option c is correct. 
Statement a is correct. The Government also assists 
FPOs in the form of Equity Grant and Credit Guarantee 
Fund (CGF). FPOs will be provided financial assistance 
upto ` 18 lakh per FPO for a period of 3 years. In 
addition to this, provision has been made for matching 
equity grant upto ` 2,000 per farmer member of FPO 
with a limit of `15.00 lakh per FPO. The scheme also 
provides for credit guarantee facility upto ` 2 crore of 
project loan per FPO from eligible lending institution to 
ensure institutional credit accessibility to FPOs. 
Statement b is correct. Formation and promotion of 
FPO is based on Produce Cluster Area. A “Produce 
Cluster area” herein means a geographical area wherein 
agricultural and allied produce such as horticultural 
produce of similar or of almost similar nature is grown 
/ cultivated. While adopting cluster-based approach for 
produce or produce mix, formation of FPOs will also 
focus on “One District One Product” approach for 
development of product specialization, in case the focused 
agriculture produce has been declared for that district. 
Statement c is incorrect. At National level, National 
Project Management Agency (NPMA) as a professional 
organization has been engaged for providing overall 
project guidance, coordination, compilation of 
information relating to FPOs, maintenance of MIS and 
monitoring purpose. 
Statement d is correct. FPO is one type of PO (Producer 
organisation) where the members are farmers. The PO is 
an organization of the primary producers. All primary 
producers residing in the relevant geography, and 
producing the same or similar produce, for which the PO 
has been formed, can become member of the PO. Primary 
produce means the produce of farmers from agriculture 
and allied activities or produce of persons engaged in 
handloom, handicrafts and other cottage industries, 
including any by-product and product resulting from 
ancillary activities thereof. 

31.  Solution: (b)
Exp) Option b is correct. 
Statements 1 is incorrect whereas statement 2 is correct. 
A “Farmers Producer Organisation” (FPO) is one type of 
producer organisation where the members are farmers. 
A Producer Organisation (PO) is a legal entity formed 
by primary producers, viz. farmers, milk producers, 
fishermen, weavers, rural artisans, craftsmen. A PO can 
be a producer company, a cooperative society or any 
other legal form which provides for sharing of profits/
benefits among the members. In some forms like 
producer companies, institutions of primary producers 
can also become member of PO. 
Following are the essential features of an FPO: 
It is formed by a group of producers for either farm or 
non-farm activities. 
It is a registered body and a legal entity. 

Producers are shareholders in the organisation. 
The FPO is owned by farmers themselves 
It deals with business activities related to the primary 
produce/product. 
It works for the benefit of the member producers. 
A part of the profit is shared amongst the producers. 
Rest of the surplus is added to its owned funds for business 
expansion. 
The FPO can derive multiple benefits for the farmers such 
as insurance, fair price, storage space etc., in the long run 
Statement 3 is correct. A Producer Organisation can be 
a producer company, a cooperative society or any other 
legal form which provides for sharing of profits/benefits 
among the members. Any FPO can be registered under 
any Cooperative Societies Act of the State or Central 
Govt. It will be called as a Cooperative FPO. 
Statement 4 is correct. The ownership of the FPO is with 
its members. It is an organisation of the producers, by the 
producers and for the producers. One or more institutions 
and/or individuals may have promoted the FPO by 
way of assisting in mobilization, registration, business 
planning and operations. However, ownership control 
is always with members and management is through the 
representatives of the members. 

32. Solution: (a)
Exp) Option a is correct. 
Statements 1 is correct. The general position in favour 
of land ceilings was based largely on providing social 
justice and equity. It was thought that surplus land could 
be distributed to poor people. The ceiling laws aimed at 
redistribution of land among the landless poor masses. 
Statement 2 is correct. Land ceiling minimize inequality 
in the land ownership and thus reduces inequality of 
income. 
Statements 3 is incorrect. The Green Revolution in India 
was initiated in the 1960s by introducing high-yielding 
varieties of rice and wheat. Green revolution for its 
success required large sized land holding as in Punjab 
and Haryana. 
Statements 4 is incorrect. Farm mechanisation requires 
large land holdings whereas land ceiling promotes small 
sized land 

33. Solution: (c)
Exp) Option c is correct. 
Statement 1 is incorrect. Only 14 states have issued 
rules to govern contract farming according to Dalwai 
committee report. And only 15 companies have entered 
into contract farming for crops in Punjab, Haryana, MP, 
Gujarat, Maharashtra, Karnataka and Chhattisgarh. 
Statement 2 is incorrect. The Farmers (Empowerment 
and Protection) Agreement on Price Assurance and Farm 
Services Act, 2020 provides a legal basis to the existing 
practice of contract farming in India’s agriculture and 
allied sectors. 
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It provides that, a farming agreement must provide for 
a conciliation board as well as a conciliation process 
for settlement of disputes. The Board should have a fair 
and balanced representation of parties to the agreement. 
At first, all disputes must be referred to the board for 
resolution. If the dispute remains unresolved by the Board 
after thirty days, parties may approach the Sub-divisional 
Magistrate for resolution. Parties will have a right to 
appeal to an Appellate Authority (presided by collector or 
additional collector) against decisions of the Magistrate. 
As the new law provides for a special dispute resolution 
mechanism, it bars the jurisdiction of the civil court 
from entertaining any suit or proceedings in respect of any 
matter that could be dealt through the special mechanism 
provided in the law. 
Statement 3 is correct. If the Sponsor fails to take 
delivery of conforming produce within the stipulated 
days mentioned in the agreement, the farmer may sell 
the produce to a third party. He also may claim from 
the Sponsor the difference between the price in their 
Agreement and the 
actual price that the Farmer received for the Produce. 
Penalty to the extent of 150% of 
such claim may also be imposed by the sub divisional 
authority. 

34. Solution: (d)
Exp) Option d is correct. 
Statement 1 is incorrect. Canals share 24% of total 
irrigated area whereas the well and tube wells share 63% 
of the total irrigated area in 2014-15. Thus wells and tube 
wells share more irrigated area than Canals. 
Statement 2 is incorrect. The share of canal irrigated area 
in total irrigated area has decreased since independence. 
Statement 3 is incorrect. Well Irrigation is common 
in alluvial plains of the country except the deserts of 
Rajasthan. The Tank irrigation is more in the rocky 
plateau area of the county, because here rainfall is 
uneven and highly seasonal. The Eastern Madhya 
Pradesh, Chhattisgarh, Orissa, Interiors of Tamil Nadu 
and some parts of Andhra Pradesh have more land under 
tank irrigation. 

35. Solution: (b)
Exp) Option b is correct. 
Statement 1 is incorrect. India is not a net importer rather 
an exporter in virtual water trade. India is a large virtual 
net export of water because of agricultural products. 
Virtual water trade means trade in water intensive 
products. India exports water intensive commodities like 
rice, cotton, sugarcane, soybean. The ratio of virtual water 
export to Import is 4:1. Thus India is a net exporter in 
virtual water trade. 
Statement 2 is incorrect. Micro irrigation covers only 
19% of irrigated area in India which is much less than 
other countries. It is the slow application of water as tiny 
streams or miniature spray on, above, or below the soil by 

surface drip, subsurface drip, bubbler and micro-sprinkler 
systems. The emitters are connected to a water delivery 
line through low-pressure delivery. 
Statement 3 is correct. Widespread power outages and 
unscheduled interruptions affects the timing and supply 
of water to crops. It is therefore a disincentive for farmers 
to adopt technology-intensive micro-irrigation system in 
the regime of power outages. Other major impediments are 
financial constraints, cropping pattern etc. Government 
data show that the micro-irrigation is expensive in terms 
of per hectare cost, and that it further depends on the size 
of farm as well as the type of crop grown. 

36. Solution: (d)
Exp) Option d is correct. 
Statement a is correct. Free electricity policy, policy led 
shift in cropping pattern (i.e. towards paddy crop) and the 
advancement in drilling and pumping technology leads to 
depletion of ground water table 
Statement b is correct. India invested nearly 4,000 
million US dollars in public canal systems during 1991-
2007. Yet the canal-irrigated area decreased by 38 lakh 
hectares during that period, as infrastructure is old, water 
supply is unreliable, further there are no incentives. This 
implies that “despite of heavy public expenditure on 
canals, our governments have not been able to reduce 
the groundwater depletion”. The key reason is widening 
gap between irrigation potential created and actually 
utilized. 
At the end of Eleventh plan, total utilization of irrigation 
potential was to the extent of 87.86 million hectares 
as against the total created potential of 113.53 million 
hectares showing a gap of 25.67 million hectares (CWC, 
2015). 
Statement c is correct. Inadequate off-farm and on-farm 
infrastructures and poor maintenance like unlined canal 
and farm channels leads to poor irrigation efficiency. 
Overall, average irrigation efficiency is observed as 38 per 
cent, which is much below desired efficiency. 
Statement d is incorrect. The main reasons behind the 
non-utilization of created potential are delay involved 
in the development of on-farm works like construction 
of field channels, land levelling or shaping and adoption 
of the warabandi system and finally the time taken by 
farmers in switching over the new cropping patterns, i.e., 
from dry farming to irrigated farming 

37. Solution: (d)
Exp) Option d is correct. 
Statement 1 is correct. Compressed Bio Gas (CBG) can 
be generated form agricultural wastes, thus will provide 
an alternate source of income to farmers. Farmer can 
make income by converting CBG into ethanol. 
Statements 2 and 3 are correct. Government of India has 
launched a Sustainable Alternative Towards Affordable 
Transportation (SATAT) initiative to promote Compressed 
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Bio Gas (CBG). It promotes CBG as an alternative green 
transport fuel and for efficient management of biomass 
and organic waste including municipal waste. As CBG 
can be produced from municipal waste as well as from 
forest and agricultural waste including animal-husbandry 
and marine waste. 
Knowledge Base: Compressed Biogas (CBG) is a purified 
form of biogas. It can be produced from waste including 
municipal solid waste, sludge from wastewater treatment 
plants, market residues, agricultural residues, cattle dung, 
sugarcane press mud among others. This makes CBG a 
commercially viable option as it can be directly used to 
replace CNG in transportation fuel. Just like CNG, CBG 
too can be transported through cylinders or pipelines to 
retail outlets. 
The solid by-products of CBG can be used as bio-manure. 
According to experts, bio-manure produced using paddy 
straw can result in a 20% increase in crop yield. 

38. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. Farmers and agricultural experts 
say that large scale use of direct seeding of rice (DSR) 
technique to plant paddy could be a long-term solution 
to the issue of stubble burning. With the use of DSR, 
there will be very little stubble left in the field after 
harvesting and it will be easier to manage the crop residue. 
Statement 2 is correct. Another benefit is that such paddy 
crops require less water than the one cultivated through 
traditional transplantation. 
It helps in saving irrigation water, there’s lesser weed 
problem, besides there is reduced incidence of nutrient 
deficiency, especially iron, owing to lesser leaching of 
nutrients and deeper root development. 
Statement 3 is correct. Paddy cultivated using DSR 
technique will mature around 7-10 days earlier than the 
one planted through traditional transplantation. 

39. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct. Micro-irrigation allows the use 
of saline water for irrigation without causing salinity 
or osmotic stress to plants. Drip irrigation allows 
water with higher salt content to be used than other 
delivery methods, as evaporation losses are minimal. 
Drip irrigation can also reduce the effects of salinity near 
the plant roots by maintaining continuously moist soil 
around plant roots and providing steady leaching of salt 
to the edge of the wetted zone. 
Statement 2 is correct. Micro-irrigation saves on 
fertiliser requirements. Combined application of water 
and fertilizers through irrigation results in balanced 
nutrient application, reduced fertilizer requirement of 
around 7 to 42 per cent (thus, saving expenditure cost 
incurred by farmer), higher nutrient uptake and nutrient 
use efficiency. 
Statement 3 is incorrect. The states with the largest area 

under micro-irrigation include: Rajasthan (1.68 mh), 
Maharashtra (1.27 mh), Andhra Pradesh (1.16 mh), 
Karnataka (0.85 mh), Gujarat (0.83 mh) and Haryana 
(0.57 mh). Rajasthan has the maximum area under micro 
irrigation, whereas Haryana had the highest penetration 
rate of 16.3%. 

40. Solution: (a)
Exp) Option a is correct. 
Pair 1 is correctly matched. Ahar Pyne is a traditional 
irrigation system of Bihar. Ahar is a rectangular 
embankment type water harvesting structure. It is 
embanked on three sides & fourth side being the natural 
gradient of land. It is used to grow Rabi Crops. Pyne are 
the irrigation channels. 
Pair 2 is incorrectly matched. Phad is community-
managed irrigation system prevalent in north-western 
Maharashtra. Phad means a block of land used for 
irrigation purpose. Each phad is given name by village 
community. 
Pair 3 is incorrectly matched. Kuls/Kuhl is a traditional 
irrigation system of Himachal Pradesh managed by 
communities. These are surface channels that divert water 
from natural flowing streams (khuds). The structure 
consist of a temporary headwall (constructed usually with 
river boulders) across a khud for storage and diversion of 
the flow through a canal to the fields. 

41. Solution: (d)
Exp) Option d is correct. 
Statement 1 is incorrect. There has not been consistent 
decline or rise of food subsidy over last decade.
Statement 2 is incorrect. The Central Issue price of rice 
and wheat for National food security act beneficiaries 
has not been revised since the introduction of the act 
in 2013. 

42. Solution: (d)
Exp) Option d is correct. 
Statement 1 is correct. According to ASI date, 39,748 
food processing enterprises are in the organised 
sector in 2016-17 while the number of unincorporated 
enterprises as per NSSO data stood at 24,59,929 in 
2015-16. It showed low percentage of FPI enterprises in 
organised sector. 
Statement 2 is incorrect. In India, 100% FDI is permitted 
under the automatic route in the food-processing 
sector. 100% FDI in food processing is allowed through 
government approval route for trading, including through 
e-commerce in respect of food products manufactured or 
produced in India 
Statement 3 is correct. The Ministry of Food Processing 
Industries has identified six key challenges faced by the 
food processing industry: 
(1) gaps in supply chain infrastructure (i.e., lack of 
primary processing, storage and distribution facilities); 
(2) inadequate link between production and processing; 
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(3) seasonality of operations and low-capacity utilisations; 
(4) institutional gaps in supply chain, viz., dependence on 
APMC markets, etc.; 
 (5) inadequate focus on quality and safety standards; and 
(6) lack of product development and innovation 

43. Solution: (c)
Exp) Option c is correct. 
Statement a, b and d is correct: PM Kisan SAMPADA 
(Scheme for Agro-Marine Processing and Development 
of Agro-Processing Clusters) Yojana is a comprehensive 
package which will result in creation of modern 
infrastructure with efficient supply chain management 
from farm gate to retail outlet. 
 It will not only provide a big boost to the growth of food 
processing sector in the country but also help in providing 
better returns to farmers. It is also a big step towards 
doubling of farmers income, creating huge employment 
opportunities especially in the rural areas, reducing 
wastage of agricultural produce, increasing the processing 
level and enhancing the export of the processed foods. 
Statement c is incorrect: It is a central sector scheme 
implemented by the Ministry of Food Processing 
Industries. 

44. Solution: (d)
Exp) Option d is correct.  
Statement 1 is correct. National Agriculture Market 
(eNAM) is a pan-India electronic trading portal 
which networks the existing APMC mandis to create a 
unified national market for agricultural commodities. 
Small Farmers Agribusiness Consortium (SFAC) is 
the lead agency for implementing eNAM under the 
aegis of Ministry of Agriculture and Farmers’ Welfare, 
Government of India.  
eNAM aims at integration of APMCs across the country 
through a common online market platform to facilitate 
pan-India trade in agriculture commodities, providing 
better price discovery through transparent auction 
process based on quality of produce along with timely 
online payment.  
Statements 2 and 3 are correct. In order to decongest 
wholesale markets & to boost the supply chain, following 
two modules under National Agriculture Market 
(e-NAM) have been introduced:  
FPO Module: Farmer Producer Organisations (FPOs) 
can directly trade with e-NAM portal. They can upload 
produce details from collection centres with picture/
quality parameter and avail the bidding facility without 
physically reaching to the mandis.  
Warehouse Based Trading Module: Farmers can sell 
their produce from Warehousing Development and 
Regulatory Authority (WDRA) registered warehouses 
notified as deemed market, and do not physically bring 
the produce to the nearest mandis.  

45. Solution: (d)

Exp) Option d is correct. 
Indian food processing industry (FPI) has not grown with 
the pace which we see in the 
developed countries. The reasons for it are given below. 
Statement 1 is correct. Demand of processed food is 
mainly restricted to urban areas of India. And India has 
a lower urban population (around 30 per cent of the 
population). 
Statement 2 is correct. Urban population of India does 
not have the typical urban food habits which has a 
considerable level of intake of processed food. In India, 
majority of it still continue with the non- urban/rural 
food habits that do not support the consumption of 
processed food items. 
Statement 3 is correct. In recent times, there has come 
enough awareness among the population across the 
country regarding the chemicals which are used in the 
agro-processing industries creating a general tendency 
to avoid such food articles. 
Statement 4 is correct. Gaps in the supply chain are 
perhaps the biggest challenge faced by this industry. 
Preprocessing losses occur due to lack of awareness and 
a dearth of storage and pack-house facilities close to the 
farm gate. Losses occur at the storage level as well. While 
at an aggregate level, India’s cold storage capacity is at 
the required levels, the reality is that 60% of these cold 
storages are located in just four states—Uttar Pradesh, 
Punjab, West Bengal and Gujarat. It acts as an impediment 
in the development of the food processing industries. 

46. Solution: (c)
Exp) Option c is correct. 
Statement 1 is incorrect: PM Formalization of Micro 
Food Processing Enterprises (PM- FME) Scheme was 
launched as part of the Atmanirbhar Bharat Abhiyan 
under the Ministry of Food Processing Industries 
(MoFPI). 
Statement 2 is correct: It aims to enhance the 
competitiveness of existing individual micro-
enterprises in the unorganized segment of the food 
processing industry and promote formalization of 
the sector. It provides support to Farmer Producer 
Organizations, Self Help Groups, and Producers 
Cooperatives along their entire value chain. The scheme 
envisions to directly assist 2,00,000 micro food processing 
units by providing financial, technical, and business 
support. 
Statement 3 is correct: Under the One District One 
Product (ODOP) component of the PMFME Scheme, the 
Ministry of Food Processing Industries approved ODOP 
for 707 districts for 35 States and UTs, including 137 
unique products as per the recommendations received 
by States/UTs. The GIS ODOP digital map of India has 
been launched to provide details of ODOP products of all 
the States and UTs. The digital map also has indicators for 
Tribal, SC, ST, and aspirational districts. 
Statement 4 is correct: The component under PM-FME 
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for providing seed capital to SHGs is being implemented 
with the support of the National Rural Livelihood Mission 
(NRLM) and its network of State Rural Livelihood Mission 
(SRLMs) operating at the state level. 

47. Solution: (d)
Exp) Option d is correct. 
A sunrise industry is a new industry that is expanding 
rapidly (e.g., the telecom industry in the mid-1990s) and 
is expected to be increasingly important in the future. 
Statement 1 is correct: India has a location advantage – 
it is geographically close to key export destinations like 
Middle East and South East Asia. 
Statement 2 is incorrect: Indian food processing industry 
is highly fragmented which acts as an impediment for the 
development of the sector. It results in the fragmentation 
of the demand and also inhibits companies to take 
advantage of the economies of scale. 
Statement 3 is correct: Factors leading to increasing 
demand for processed food are- 
increased willingness of the consumer to spend on 
the processed food articles because of large disposable 
income, 
increased urbanisation, 
changing age profile with large share of young population 
having ability to spend and 
 changing lifestyle, food habits, needs for convenience and 
health consciousness among the consumers. 
All these factors are favourable for growth of Food 
Processing industry. 
Statement 4 is correct: Liberalization and growth of 
organized retail have made the Indian market more 
attractive for global players. With a large agriculture 
sector, abundant livestock, and cost competitiveness, 
India is fast emerging as a sourcing hub of processed food. 

48. Solution: (d)
Exp) Option d is correct. 
Pair 1 is correctly matched. The Kumarappa Committee, 
formed to look into the problem of land, recommended 
comprehensive agrarian reform measures. India’s 
land policy in the decades immediately following its 
independence was dominated by legislative efforts to 
address the problems identified by the Kumarappa 
Committee. 
Pair 2 is correctly matched. The Union Government, in 
2014, had set up a six-member committee with Shanta 
Kumar as the Chairman to suggest restructuring or 
unbundling of FCI to improve its financial management 
and operational efficiency. 
Pair 3 is correctly matched. The National Commission 
on Farmers (NCF) was constituted on November 18, 2004 
under the chairmanship of Professor M.S. Swaminathan. 
Some of the main recommendations include: 
Distribute ceiling-surplus and waste lands; 
Prevent diversion of prime agricultural land 

Ensure grazing rights and seasonal access of forests to 
tribals and pastoralists 

49. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct: 
Mega Food Park Scheme (MFPS) is implemented by the 
Ministry of Food Processing Industries since 2008. 
This scheme is now a component of the new Central 
Sector Umbrella Scheme– Pradhan Mantri Kisan 
Sampada Yojana (PMKSY). 
The Mega Food Park Scheme (MFPS) aims at providing 
modern infrastructure facilities for food processing along 
the value chain from farm to market. 
Statement 2 is incorrect: 
The Mega Food Park project is implemented by a Special 
Purpose Vehicle (SPV) which is a Body Corporate 
registered under the Companies Act. 
State Government, State Government entities and 
Cooperatives are not required to form a separate SPV 
for implementation of Mega Food Park project. 

50. Solution: (b)
Exp) Option b is correct. 
Statement 1 is correct: In Pre-Green Revolution Period 
the Cropping pattern was primarily decided by the socio-
cultural and economic factors. They were more or less 
closer to being sustainable as they had developed through 
the long process of trial and error of their forefathers. 
Statement 2 is incorrect: During Green Revolution 
Period, HYV seeds, financial supports of chemical and 
other inputs together with MSP led to highly repetitive 
kind of cropping pattern with the ‘wheat-rice’ having 
predominance. This is the period when the traditional 
cropping pattern of India got exposed to new inputs of 
farming and geographical dimensions of crop selection 
were undermined. 
Statement 3 is correct. Today cropping pattern 
is highly skewed towards water intensive  
crops primarily due to incentive structures like MSP, 
heavily subsidised electricity, water and fertilizers led 
to great surplus of food grains. 

51. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct: Farm subsidies have progressively 
replaced public investment in agriculture for more than 
three decades now. Today agricultural subsidies are five 
times as large as public investment. 
Statement 2 is correct: Indirect farm subsidies are the 
kinds in which subsidy is provided via indirect channels 
such as cheaper credit facilities, providing farm inputs at 
reduced prices, farm loan waivers etc. 
Statement 3 is incorrect: WTO considers both direct and 
indirect farm subsidies to be market-distorting. However, 
direct income supports that are de-coupled from current 
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production levels or prices are not considered to be 
market distorting. 

52. Solution: (b)
Exp) Option b is correct. 
Statement 1 is incorrect. Foreign Direct Investment 
(FDI) in food processing sector declined 57 per cent 
to USD 393.4 million in 2020-21 as compared to the 
previous year. In 2019/20 it had rose 44 per cent to USD 
904.7 million. The sector had received FDI worth USD 
628.24 million in 2018-19 and USD 904.90 million in 
the financial year 2017-18. Thus, FDI investment in Food 
processing sector is not steadily increasing. 
Statement 2 is correct: The Indian food processing 
industry accounts for 32 per cent of the country’s total 
food market, one of the largest industries in India and is 
ranked fifth in terms of production, consumption, export 
and expected growth. 
Statement 3 is incorrect: It contributes around 8.80 
and 8.39 per cent of Gross Value Added (GVA) in 
Manufacturing and Agriculture respectively. It contributes 
around 13 per cent of India’s exports and six per cent 
of total industrial investment. Thus, its contribution in 
exports is not negligible. 

53. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct: As per Section 10(1) of income tax 
Act, 1961, any income derived from the agricultural land 
shall not be included in Total Taxable Income. 
Statement 2 is correct: Taxes on agricultural income 
falls under Entry 46 in State list under the constitution, 
and hence only the state governments are competent to 
enact legislations imposing a tax on agricultural income. 
Therefore, taxation on agricultural, if any, has to be 
considered by the state governments only. 
Statement 3 is incorrect: In India, States that presently 
have agricultural tax legislation on the books are Tamil 
Nadu, Assam, Bihar, West Bengal and Odisha. But the 
implementation varies substantially, from taxes not 
being levied at all to being levied only upon income from 
plantations. 

54. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct. NABARD is a development 
bank under Ministry of Finance focusing primarily on 
the rural sector of the country. It is the apex banking 
institution to provide finance for Agriculture and rural 
development. Its headquarters is located in Mumbai. 
It is responsible for the development of the small 
industries, cottage industries, and any other such village 
or rural projects. It is a statutory body established in 1982 
under the National Bank for Agriculture and Rural 
Development Act, 1981. 
Statement 2 is incorrect. It supervises Cooperative 
Banks and Regional Rural Banks (RRBs) and helping 
them develop sound banking practices and integrate them 

to the CBS (Core Banking Solution) platform. NABARD 
does not supervise commercial banks in rural areas. 
Statement 3 is correct. It prepares district level credit 
plans to guiding and motivating the banking industry in 
achieving these targets. 
Other’s roles of NABARD – 
It is involved in designing Union government’s 
development schemes and their implementation. 
It provides training to handicraft artisans and helps 
them in developing a marketing platform for selling these 
articles. 
NABARD has various international partnerships 
including leading global organizations and World Bank-
affiliated institutions that are breaking new ground in the 
fields of rural development as well as agriculture. These 
international partners play a key consultant’s role in 
providing advisory services as well as financial assistance 
designed to ensure uplifting of rural peoples as well as 
optimization of various agricultural processes. 
Knowledge Base: NABARD’s initiatives are aimed at 
building an empowered and financially inclusive rural 
India through specific goal-oriented departments which 
can be categorized broadly into three heads: Financial, 
Developmental and Supervision. It provides refinance 
support for building rural infrastructure. 

55. Solution: (a)
Exp) Option a is correct 
Option a is correct. SHAPHARI’ is a Sanskrit word 
meaning ‘Superior quality fish suitable for consumption 
for even an Ascetic”. 
 It is a certification scheme for aquaculture products 
developed by the Marine Products Exports Development 
Authority (MPEDA). 
 It is applicable to Aqua Farm that conforms to the basic 
guidelines for Good Aquaculture Practices (GAP) and 
meeting the standards of SHAPHARI. 
The aim is to certify hatcheries and farms that adopt 
good aquaculture practices so as to bolster confidence in 
India’s frozen shrimp produce. 
This certification was proposed as a market-based tool 
for hatcheries to adopt good aquaculture practices and 
help produce quality antibiotic-free shrimp products to 
assure global consumers. 
The scheme is based on the United Nations’ Food and 
Agriculture Organization’s technical guidelines on 
aquaculture certification. 
The scheme will have two components: 
Certifying hatcheries for the quality of their seeds and 
Separately approving shrimp farms that adopt the 
requisite good practices. 

56. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct. The area of operation of 
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cooperatives is limited to certain areas and is discretionary 
in nature. On the contrary, an FPO conducts its operation 
across the Union of India. 
Statement 2 is correct. In case of cooperatives, one 
member has one vote but Government and Registrar of 
Cooperatives hold veto power. The cooperatives are highly 
patronised to the extent of interference. On the other 
hand, though one member has one vote in case of FPO, 
members not having transaction with the company 
cannot vote. The Government control is only limited to 
statutory requirements. 
Statement 3 is incorrect. Shares of cooperatives are 
non-tradable. Shares of FPOs are also not tradable but 
transferable only to members. The value of the transferable 
shares should be done at par value. 

57. Solution: (c)
Exp) Option c is correct. 
The Fair and Remunerative Price (FRP) is determined 
on the basis of recommendations of Commission 
for Agricultural Costs and Prices (CACP) and after 
consultation with State Governments and other stake-
holders. FRP as per the Sugarcane (Control) Order, 1966, 
is the minimum price that sugar mills have to pay to 
sugarcane farmers. 
FRP has been arrived at by taking into account various 
factors such as cost of production, overall demand-
supply situation, domestic and international prices, 
inter-crop price parity, terms of trade prices of primary 
by-products, and likely impact of FRP on general price 
level and resource use efficiency. 
The government recently set a price of `290 a quintal for 
sugarcane purchased by mills for the 2021-22 season. 
Fair and remunerative price was fixed based on a 10% rate 
of sugar recovery from sugarcane and that it incentivized 
additional sugar recovery from the raw material with 
a premium of `2.9 a quintal for every 0.1% increase in 
recovery over the benchmark of 10%. 
Total area under sugarcane production is not considered 
while determining FRP. 

58.  Solution: (a)
Exp) Option a is correct. 
Negotiable Warehouse Receipts are documents issued 
by warehouses to depositors against the commodities 
deposited in the warehouses. 
Statement 1 is correct. Negotiable warehouse receipts can 
be traded, sold, swapped and used as collateral to support 
borrowing. Negotiable Warehouse Receipts can be 
transferred from person to person. It can be transferred 
to any number of persons. Negotiable warehouse receipts 
allow transfer of ownership of that commodity stored 
in a warehouse without having to deliver the physical 
commodity. 
Statement 2 is incorrect. Negotiable Warehouse Receipts 
can be used as collateral to seek loans from banks. NWRs 
issued by registered warehouses help farmers to seek 

loans from banks against NWRs. The warehouse issues 
these receipts to customers (farmers and people who 
have stored their produce in the godowns) in place of the 
normal receipt. As these receipts are recognized by the 
government, banks can easily grant loans against them. 

59. Solution: (b)
Exp) Option b is correct. 
Statement 1 is correct. e-NAM portal networks the 
existing APMC (Agriculture Produce Marketing 
Committee) / Regulated Marketing Committee (RMC) 
market yards, sub-market yards, private markets and 
other unregulated markets to unify all the nationwide 
agricultural markets by creating a central online platform 
for agricultural commodity price discovery. Unlike 
e-NAM, the e-kisan mandis will seek to bring farmers, 
agri-producers, traders and small buyers on a common 
platform for trading agricultural commodities. 
Statement 2 is incorrect. e-Kisan mandi levies a service 
charge. The Farmer Producer Company (FPC), which will 
run the e-kisan mandis, will charge 1-1.5% of the total 
turnover as service charge and the proceeds thereof will 
be used to meet operational expenses (salaries, electricity 
and water bills and local taxes, etc). There is no such 
service charge laid on total turnover in case of e-NAM. 
Statement 3 is correct. Small Farmers Agribusiness 
Consortium (SFAC) is the lead agency for implementing 
eNAM under the aegis of Ministry of Agriculture 
and Farmers’ Welfare. The FPCs under the National 
Agricultural Cooperative Marketing Federation of 
India Ltd. (NAFED) will implement the functioning 
of e-Kisan Mandis. Nafed would invest in setting up 
warehouses and cold storage at the e-kisan hubs in addition 
to providing drying, sorting and grading facilities. 
Knowledge Base: 
Other facts about e-Kisan Mandis: 
The e-Kisan mandi platform would operate in a hub-
and-spoke model, in which the Nafed-owned land will 
operate as a hub for the FPCs in the area; FPCs will collect 
the orders from the online platform and provide the 
service. 
There will be facilities for the electronic auction, product 
display and retail counter, value addition infrastructure 
for cleaning, grading, packaging, etc, and warehousing 
facilities for the FPCs at physical market place. 
The e-kisan mandis will deal with high value perishables 
and non-perishable consumer durables. 

60. Solution: (d)
Exp) Option d is correct. 
Land policy in India has undergone various phases since 
Independence. 
Option a and b are correct 
1) The first and longest phase (1950 - 72) consisted of land 
reforms that included three major efforts: abolition of the 
intermediaries, tenancy reform, and the redistribution 
of land using land ceilings. 
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Tenancy reforms to provide (a) security to tenants, (b) 
rationalisation and regulation of rent, and (c) conferment 
of ownership rights on tenants. 
2) The second phase (1972 - 85) shifted attention to 
bringing uncultivated land under cultivation. 
Option c is correct. The major objectives of land 
reform package, as identified in the Eighth Plan, include 
facilitating land-based development of rural poor; 
among others. 
Option d is incorrect. The Forest Rights Act (FRA), 2006, 
(not the land reforms during 1960s and 70s) recognizes 
the community rights of the forest dwelling tribal 
communities and other traditional forest dwellers to 
forest resources, on which these communities were 
dependent for a variety of needs, including livelihood, 
habitation and other socio-cultural needs. 

61. Solution: (c)
Exp) Option c is correct. 
Statement 1 is incorrect. The Essential commodities Act, 
1955 empowers the central government to control the 
production, supply, distribution, trade, and commerce 
in certain commodities. The Act empowers the central 
government to designate certain commodities (such 
as food items, fertilizers, and petroleum products) as 
essential commodities. 
There is no specific definition of essential commodities 
in the Essential commodities Act, 1955. Section 2(A) 
of the act states that an “essential commodity” means a 
commodity specified in the “Schedule” of this Act. 
Statement 2 is incorrect. Currently, petroleum products 
are included under list of essential commodities. At 
present, the “Schedule” contains 9 commodities which 
are drugs; fertilizers, whether inorganic, organic or 
mixed; foodstuffs, including edible oils; hank yarn made 
wholly from cotton; petroleum and petroleum products; 
raw jute and jute textiles; seeds of food-crops and seeds 
of fruits and vegetables, seeds of cattle fodder, jute seed, 
cotton seed; face masks; and hand sanitizers. 
Statement 3 is correct. Under the amended Essential 
Commodities Act, 1955, agri-food stuffs can only be 
regulated under extraordinary circumstances such as 
war, famine, extraordinary price rise, and natural calamity. 
The amended law provides a mechanism for the 
“regulation” of agricultural foodstuffs, namely cereals, 
pulses, oilseeds, edible oils, potato, and supplies under 
extraordinary circumstances. 

62. Solution: (c)
Exp) Option c is correct. 
Sprinkler irrigation- Sprinkler irrigation is a method 
of applying water which is similar to natural rainfall but 
spread uniformly over the land surface just when needed 
and at a rate less than the infiltration rate of the soil so as 
to avoid surface runoff from irrigation. This is achieved 
by distributing water through a system of pipes usually 
by pumping which is then sprayed into the air through 

sprinklers so that it breaks up into small water drops 
which fall to the ground. 
Furrow irrigation- Furrows are small channels, which 
carry water down the land slope between the crop rows. 
Water infiltrates into the soil as it moves along the slope. 
The crop is usually grown on ridges between the furrows 
Sub-surface irrigation- the application of water to fields 
in this type of irrigation system is below the ground 
surface so that it is supplied directly to the root zone of the 
plants. The main advantages of these types of irrigation 
is reduction of evaporation losses and less hindrance to 
cultivation works which takes place on the surface. 
Drip irrigation- Drip Irrigation system is sometimes 
called trickle irrigation and involves dripping water onto 
the soil at very low rates (2-20 litres per hour) from a 
system of small diameter plastic pipes filled with outlets 
called emitters or drippers. Water is applied close to the 
plants so that only part of the soil in which the roots grow 
is wetted, unlike surface and sprinkler irrigation, which 
involves wetting the whole soil profile. 

63. Solution: (c)
Exp) Option c is correct 
Statement 1 is incorrect. The Green Revolution suits the 
bigger and economic land-holdings while land reforms 
intended to fragment the land among the masses. Thus, 
there is an inherent diabolical relationship between Green 
Revolution and land reforms. 
Statement 2 is incorrect. While land reforms were 
opposed by the land-owning caste lobbies (not by the 
tenants), there was no such large opposition in case of 
green revolution from the land-owning caste. 
Statement 3 is correct. Land reforms have had only 
a limited impact on rural society and the agrarian 
structure in most regions. In contrast the Green 
Revolution of the 1960s and 1970s brought about 
significant changes in the areas where it took place 
(Punjab, Haryana, West UP). 

64. Solution: (d)
Exp) Option d is correct 
 Following were the weaknesses in effective implementation 
of abolition of zamindari system: 
Statement 1 is correct. 
Because land is subject to state control in India and the 
relationship between production and land tenure varies 
from state to state, the national policy recommendations 
resulted in differing tenancy reform laws in each state. 
Statement 2 is correct. In Uttar Pradesh, the zamindars 
were permitted to retain lands that were declared to be 
under their ‘personal cultivation’. What constituted 
‘personal cultivation’ was very loosely defined making 
it possible for not only those who tilled the soil, but 
also those who supervised the land personally or did so 
through a relative, or provided capital and credit to the 
land, to call themselves a cultivator’. There was no limit on 
the size of the lands that could be declared to be under 
the ‘personal cultivation’ of the zamindars. 
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Statement 3 is correct. Since such legislation had to be 
passed by the state legislatures, the landlords used every 
possible method of parliamentary obstruction in the 
legislatures. Even after the laws were enacted the landlords 
used the judicial system to defer the implementation of the 
laws. They repeatedly challenged the constitutionality 
of the laws in the courts, going right up to the Supreme 
Court. 

65. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. The setting up of (FIDF) 
Fisheries and Aquaculture Infrastructure Development 
Fund (FIDF) for providing concessional finance to fish 
farmers had already been announced in 2018 budget. 
This budget has only provided impetus to the FIDF and 
increased the agricultural credit to fishers and fish farmers 
in fisheries sector. 
Statement 2 is incorrect. No efforts have been done in 
this regard of lowering the GST rate on fishing nets and 
equipment in the budget. 

66. Solution: (d) 
Exp) Option d is correct. 
 The Gross Value Added (GVA) of fisheries sector in the 
national economy during 2018-19 stood at Rs 2,12,915 
crores (current basic prices) which constituted 1.24% of 
the total National GVA and 7.28% share of Agricultural 
GVA. 
The PMMSY is an umbrella scheme with two separate 
Components namely (a) Central Sector Scheme (CS) 
and (b) Centrally Sponsored Scheme (CSS). 

67. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. While cattle accounted for 35.94 
per cent of total livestock in the country, goats accounted 
for 27.80 per cent, buffaloes: 20.45 per cent, sheep: 13.87 
per cent and pigs: 1.69 per cent. 
Statement 2 is correct. Lumpy Skin Disease (LSD), an 
infectious viral disease of the cattle and bovine animals, 
was fast spreading in some districts of Vidarbha and 
Marathwada in Maharashtra. 
Statement 3 is incorrect: More than 80 percent of India’s 
poultry output is produced by organized commercial 
farms. 

68. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is correct. Milk production and its per capita 
availability in India has been consistently rising from 55.6 
million tones and 178 gm/day in 1991 to 187.7 million 
tones and 394 gm/day in 2018. 
Statement 2 is correct. Gir, Hariana and Sahiwal are 
indigenous cattle breeds. 
Statement 3 is correct. Dairy Entrepreneurship 
Development Scheme (DEDS) is being implemented 

for generating self-employment opportunities in the 
dairy sector by providing back ended capital subsidy for 
bankable projects. Back-ended capital subsidy component 
is being implemented by National Bank for Agriculture 
and Rural Development (NABARD). 

69. Solution: (b) 
Exp) Option b is correct. 
The Government is not legally bound to pay MSP even if 
open market rates for the said produce are ruling below 
their announced floor prices. There lacks a law for giving 
MSP a legal backing. 
The Commission for Agriculture Cost and Prices (CACP) 
has been fixing MSP of crops for over five decades now. It 
currently fixes the MSP of 23 crops every year.  

70. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. National Agriculture Market 
(eNAM) is a pan-India electronic trading portal which 
networks the existing APMC mandis to create a unified 
national market for agricultural commodities. Small 
Farmers Agribusiness Consortium (SFAC) is the lead 
agency for implementing eNAM. 
Statement 2 is correct. It provides farmers a common 
online market platform to facilitate pan-India trade 
in agriculture commodities, providing better price 
discovery through transparent auction process based 
on quality of produce along with timely online payment. 

71. Solution: (a) 
Exp) Option a is correct. 
The Ashok Dalwai committee has suggested the pan 
Indian online trading platform for agriculture produce 
called as e-National Agriculture Market. 
The committee did not suggest the abolition of abolition 
of APMCs. Instead, it has suggested the restructuring the 
current market system for new market setup, consisting 
of Primary Retail Agriculture Markets and Primary 
Wholesale Agricultural Markets (APMCs/APLMs). 

72. Solution: (b) 
Exp) Option b is correct. 
Pair 1 is incorrectly matched: Rythu Bandhu has been 
launched by the Telangana government to provide a 
grant of Rs 5,000 per acre per farmer each season for 
the purchase of inputs. 
Pair 2 is correctly matched: Mukhya Mantri Krishi 
Ashirwad Yojana has been launched by the government 
of Jharkhand to provide a grant at the rate of Rs. 5000 
per acre per year to farmers having maximum of 5 acres 
land. 
Pair 3 is incorrectly matched: KALIA scheme was 
launched by the Odisha Government for farmer’s 
welfare. Under this scheme, small and marginal farmers 
are entitled to get Rs 10,000 (now Rs 4,000) in two 
instalments for two crops in a year. 
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73. Solution: (d) 
Exp) Option d is correct. 
Climate-smart agriculture is an integrated approach to 
manage cropland, livestock, forests and fisheries that 
address the interlinked challenges of food security and 
climate change. 
It can reduce the emission of greenhouse gases in the 
atmosphere. 
This type of framing protects the biodiversity by reducing 
wastages from farm and protecting the soil health. 
It promotes the sequestration of carbon into the soil. 

74. Solution: (a) 
Exp) Option a is correct. 
Carbofuran, Phorate and Triazophos are pesticides 
used in agriculture. Carbofuran is a pesticide that is 
widely used to control insects and nematodes on a variety 
of agricultural crops. Phorate is an organophosphate used 
as an insecticide, pesticide and acaricide. Triazophos 
belongs to the class of organophosphates pesticides and 
are widely used as insecticides and acaricides. 

75. Solution: (c) 
Exp) Option c is correct. 
Mega Food Park scheme is implemented using cluster-
based approach based on a hub and spokes model. In 
Hub and spoke model, there will be a central processing 
unit, which will cater the needs of surrounding areas. 
Central processing centers provides services like cold 
storage, ware housing, logistics and quality checks. 

76. Solution: (d) 
Exp) Option d is correct. 
 Kharif crops are grown at the onset of monsoon in 
different parts of the country and these are harvested in 
September-October. Availability of percipitation during 
winter months due to the western temperate cyclones 
helps in the success of the rabi crops. 

77. Solution: (c) 
Exp) option c is correct. 
Statement 1 is correct. Crop diversification leads to 
higher profitability and stability in production. 
Statement 2 is correct. Aeroponics and hydroponics can 
be used in the areas of poor soil quality and soil erosion. 
Statement 3 is incorrect. The growth of the biofuel crops 
will reduce the land used for growing food crops. 
Statement 4 is correct. Planting crops with lower water 
requirements and agricultural practices that maintain 
soil moisture can also contribute to resilience. 
Statement 5 is correct. Coherent food and nutrition 
policies can ensure food and nutrition security. 

78. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. Of all the Kharif crops, the area 

under rice cultivation was the highest during the last 
five years. The five-year average of the area under rice 
cultivation during the period of 2012-2017 was 395 lakh 
hectares. 
Statement 2 is incorrect. Five year average of area under 
cultivation for 2012-2017: 
Jowar: 22 lakh hectares 
Oilseeds: 188 lakh hectares. 
So, area under the cultivation of oilseeds is more than that 
of jowar. 
Statement 3 is correct. Five year average of area under 
cultivation for 2012-2017: 
Cotton: 120 lakh hectares. 
Sugarcane: 48 lakh hectares. 
So, area under the cultivation of cotton is more than that 
of sugarcane. 
Statement 4 is incorrect. During 2015-16 area under 
sugarcane was 49.27 lakh hectares. The area under 
sugarcane declined to 44.36 lakh hectares during 2016-17 
and then increased to 47.32 lakh hectares during 2017-18. 
It was estimated at 51.59 lakh hectares in 2018-19. 

79. Solution: (d) 
Exp) Option d is correct. 
Pair 1 is correctly matched. The Kumarappa Committee, 
formed to look into the problem of land, recommended 
comprehensive agrarian reform measures. 
Pair 2 is correctly matched. The Union Government, in 
2014, had set up a six-member committee with Shanta 
Kumar as the Chairman to suggest restructuring or 
unbundling of FCI to improve its financial management 
and operational efficiency. 
Pair 3 is correctly matched. The National Commission 
on Farmers (NCF) was constituted on November 18, 2004 
under the chairmanship of Professor M.S. Swaminathan. 
Some of the main recommendations include: 
Distribute ceiling-surplus and waste lands; 
Prevent diversion of prime agricultural land 
Ensure grazing rights and seasonal access to forests to 
tribals and pastoralists 

80. Solution: (b) 
Exp) Option b is correct. 
Post-Green Revolution, the area under cultivation 
increased from 97.32 million hectares in 1950 to 126.04 
million hectares in 2014. The area under cultivation of 
coarse cereals decreased drastically from 37.67 million 
hectares to 25.67 million hectares since the 1950s. 
The per capita net availability of cereal grains such as 
millets and pulses decreased over the years (millets, per 
capita availability decreased from 22.1 kg/year in 1951 to 
19.9 kg/year in 2017). 

81. Solution: (b) 
Exp) Option b is correct. 
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As per the latest Agriculture Census, the average size of 
operational holdings has decreased from 2.28 hectares 
in 1970-71 to 1.08 hectares in 2015-16. Nagaland has the 
largest average farm size (average size of 5ha). There 
is no conclusive evidence to suggest that fragmentation 
of land holdings has resulted in adverse impact on 
agricultural production/yield. 

82. Solution: (b) 
Exp) Option b is correct. 
The Scientists have found that neem seed oil effectively 
reduces the solubility of urea and ensures that it is not 
wasted through leaching and consequent contamination 
of groundwater neither volatilises into the atmosphere. In 
other words, coating urea with neem seed oil ensures 
that all the urea applied is utilised by the plants. It 
would bring down the quantity of urea per acre and 
consequent reduction in input cost to farmers. 

83. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: Though the market fee is 
collected just like a tax, the revenue earned by the 
APMCs does not go to the State exchequer and hence 
does not require the approval of the State legislature to 
utilize the funds so collected. Thus, APMC operations 
are hidden from scrutiny. 
Statement 2 is correct: Under the Model APMC Act 
2003, a new chapter on ‘Contract Farming’ has been 
added to promote contract farming. 

84. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. A National Seed Policy was 
launched in 2002. 
Statement 2 is incorrect. The private sector has played 
an important role in the supply of quality seeds of 
vegetables and crops like hybrid maize, sorghum, Bajra, 
cotton, castor, sunflower, paddy etc. 
Statement 3 is correct. There is a huge gap between the 
requirement and supply of seeds. Seed firms are unable 
to take advantage of the situation since marginal farmers, 
who own 60 per cent of the land, go in for cheaper seeds 
supplied by unorganized sector. In the case of field crops 
such as wheat and rice, farmers tend to use their own 
preserved seeds. 

85. Solution: (c)
Exp) Option c is correct 
Statement 1 is incorrect: Procurement price is the 
price at which FCI procures food grain from farmers. 
Procurement price can be slightly higher than MSP 
to encourage farmers to sell their produce to the 
government. 
Statement 2 is incorrect: Issue price is the price at which 
FCI sells it food grains – to the TPDS or Open Market 
Sale. In order to make food grains affordable to the 
consumers, FCI sets its issue price lower than the total 

cost of procurement and distribution. 

86. Solution: (b) 
Exp) Option b is correct 
Statement 1 is correct: The government made it 
mandatory for seeding of Aadhar number with ration 
card in order to avail the benefits of PDS. 
Statement 2 is correct: The IT system is the backbone 
of the ONORC scheme. The new system identifies 
beneficiaries based on their Aadhar card and biometric 
authentication. Hence, a family can buy food grains from 
any FPS in any state. 
Statement 3 is incorrect: The plan is implemented by 
the Department of Food and Public Distribution under 
the Ministry of Consumer Affairs, Food and Public 
Distribution. 

87. Solution: (b) 
Exp) Option b is correct. 
 The chief purpose of the PSF is to manage volatility in 
the prices of agricultural commodities like onion, potato, 
and pulses. The volatility in the prices can be managed 
through domestic procurement as well as imports. 
The Open Market Sale Scheme is a mechanism undertaken 
by the FCI with an aim to ensure adequate supply of food 
grains in the market as well as to offload surplus stocks. 
The reserve prices are kept above MSP but below the 
economic cost of food grains. The prices are not set below 
the MSP so that the buyers remain attracted to purchase 
of wheat from the mandis. 

88. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct: Farm subsidies have progressively 
replaced public investment in agriculture for more than 
three decades now. Today agricultural subsidies are five 
times as large as public investment. 
Statement 2 is incorrect: Share of urea subsidy far 
exceeds that of the Nutrient-Based Subsidy. For 
instance, in 2019-20, Rs. 54,000 crore is the share of urea 
subsidy compared to Rs. 26,000 crore for NBS. 

89. Solution: (c)
Exp) Option c is correct 
 Indirect farm subsidies are the kinds in which subsidy 
is provided via indirect channels such as cheaper credit 
facilities, providing farm inputs at reduced prices, farm 
loan waivers etc. In Direct farm subsidies, direct cash 
incentives are given.  
WTO considers both direct and indirect farm subsidies 
to be market-distorting. However, direct income supports 
that are de-coupled from current production levels or 
prices are not considered to be market distorting. 
Food subsidy is the difference between the economic 
cost of food grains and the issue price. Economic cost 
of food grains includes MSP, procurement incidentals, 
transportation costs, godowning, carriage losses etc. 
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90. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. The NCDEX is the country’s 
largest farm derivative exchange. It is an online 
commodity exchange based in India. 
Statement 2 is incorrect. NCDEX launched India’s first 
agricultural future trading index ’Agridex’. 
Statement 3 is incorrect. SEBI permitted participation 
of following institutional investors in the commodity 
derivatives market: Category III Alternative Investment 
Funds; Eligible Foreign Entities (EFEs); Mutual Funds 
and Portfolio Managers. 

91. Solution: (b) 
Exp) Option b is correct. 
 Rice and flour milling; leather tanning; cotton ginning; 
oil pressing, fish canning etc are upstream industries 
whereas manufacturing of bread, biscuit, textile 
spinning and weaving; paper production; clothing and 
footwear manufacturing are downstream industries. 
Upstream includes inputs to agriculture, such as seeds, 
fertiliser, machinery and technology for new areas such 
as precision agriculture, while downstream is the food 
processing industry. 

92. Solution: (d) 
Exp) Option d is correct. 
Some of the negative impacts of Green Revolution: 
Discrepancy in farmers’ income increased the inter-
personal as well as inter-regional disparities/inequalities 
in India. 
Rise in the incidence of malaria due to water-logging 
Soil fertility being degraded due to the repetitive kind of 
cropping pattern 
Water table falling down as the new HYV seeds required 
comparatively high amount of water for irrigation 
Environmental degradation due to excessive and 
uncontrolled use of chemical fertilizers, pesticides and 
herbicides. 
Toxic level in the food chain of India has increased 

93. Solution: (d) 
Exp) Option d is correct 
 The minimum level of trade distorting subsidies allowed 
for developing countries including India is 10% of 
agricultural GDP while that for developed countries is 5% 
of agricultural GDP. 
The peace clause protects a developing country’s food 
procurement programmes against action from WTO 
members in case subsidy ceilings are breached. This peace 
clause was accepted at the Bali Ministerial in 2013. 

94. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. Bound tariffs in NAMA are 

those tariff lines on which the WTO member had 
taken a binding level in the earlier round of multilateral 
negotiations, whereas unbound tariffs are those on which 
members did not undertake any binding commitment on 
several tariff lines. 
Statement 2 is incorrect. It is not NTM (non-tariff 
measures), but NTBs (non-tariff barriers) which are 
unfair measures which serve to discriminate against 
imports. NTMs include trade related procedures such as 
documentation, certification and inspections, technical 
regulations etc. 
Statement 3 is incorrect. The NAMA-11 – is the group 
of developing countries (including India) with common 
interests in the NAMA trade negotiations i.e. reduction in 
tariff peaks, tariffs rise etc. 

95. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. Kisan Rail is the train service by 
Indian Railways to transport perishable agri-products 
such as milk, meat and fish. It’s a cold storage on wheels. It 
aims to increase the income in farm sector by connecting 
production centers to markets and consumption centers. 
Statement 2 is incorrect. AGRI-UDAAN programme 
is a flagship programme to promote innovation and 
entrepreneurship in agriculture. It will mentor startups 
and help them connect with potential investors.  

96. Solution: (b) 
Exp) Option b is correct. 
In WTO terminology, subsidies in general are identified 
by “boxes”: 
Green Box- The agricultural subsidies which cause 
minimal or no distortions to trade are put under the 
green box. 
Amber Box - Nearly all domestic support measures 
considered to distort production and trade (with some 
exceptions) fall into the amber box. 
Blue Box - Any support that would normally be in the 
amber box, is placed in the blue box if the support also 
requires farmers to limit production. 

97. Solution: (c) 
Exp) Option c is correct 
Statement 1 is correct. Due to continuous decreasing 
size of agricultural land , more lands will fall in the 
adverse category making individual ownership of 
agricultural machinery gradually and more informal. 
Statement 2 is correct. Farm mechanization is 
promoted through SMAM (sub mission on agricultural 
mechanization), RKVY, NFSM, NHM, NMOOP etc. 

98.  Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. The amber box measures are 
not exempt from reduction commitments. The blue box 
measures are exempt from reduction commitments. 
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Statement 2 is correct. Green Box is domestic support 
measures that doesn’t cause trade distortion or at most 
causes minimal distortion. It involves direct payments to 
producers which are fully decoupled from production like 
PMKISAN, or PMJFBY. 
Statement 3 is incorrect. MSP is an example of amber 
box subsidies. 

99. Solution: (d) 
Exp) Option d is correct. 
The Economic Cost of food grains consists of three 
components, namely pooled cost of grains, procurement 
incidentals and the cost of distribution. The polled cost 
of food grains is the weighted MSP of the stock of food 
grains available with FCI at the time of calculating the 
economic cost. 

100. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. Under DBT scheme, 100% 
subsidy on various fertiliser grades is released to fertiliser 
companies on the basis of actual sales made by the retailers 
to the beneficiaries. Sale of all subsidised fertilizers to 
farmers/buyers is now made through point of sale (PoS) 
devices installed at each retailer shop. 
Statement 2 is incorrect. Fertilizer subsidy applies to 
all subsidized fertilizers including urea, phosphorous, 
potassium etc. There is no provision of Direct Benefit 
transfer yet in fertiliser subsidies. 

101. Solution: (c) 
Exp) Option c is correct. 
 Among the crops, rice accounts for the maximum share 
of consumption of pesticides followed by cotton. 
One of the drawback of pesticides management bill, 
2020 is that it only defines the pesticides for the 
agricultural purposes and excludes pesticides used for 
non-agricultural purposes. 
100% FDI is allowed in chemical industry under 
automatic route. Though few of the items are covered in 
the compulsory licensing list because of their hazardous 
nature. Pesticides are regulated in India through the 
Insecticides Act, 1968 and Insecticides Rules, 1971 

102. Solution: (d) 
Exp) Option d is correct. 
Government fixes Minimum Support Prices (MSPs) for 
22 mandated agricultural crops and remunerative price 
(FRP) for sugarcane. MSP is determined for the country 
as a whole and not region or state-specific. Cabinet has the 
responsibility of fixing the MSP on the recommendation 
of Commission for Agricultural Costs and Prices 

103. Solution: (d)
Exp) Option d is correct. 
Minimum Support Price (MSP) is a form of market 
intervention by the Government to insure agricultural 

producers against any sharp fall in farm prices. The 
minimum support prices are announced at the beginning 
of the sowing season for certain crops on the basis of the 
recommendations of the Commission for Agricultural 
Costs and Prices (CACP). MSP is a “minimum price” for 
any crop that the government considers as remunerative 
for farmers and hence deserving of support. The mandated 
crops under MSP include 14 crops of the kharif season, 6 
rabi crops and 2 other commercial crops. 
Cereals (7) - paddy, wheat, barley, jowar, bajra, maize and 
ragi 
Pulses (5) - gram, arhar/tur, moong, urad and lentil 
Oilseeds (8) - groundnut, rapeseed/mustard, toria, 
soyabean, sunflower seed, sesamum, safflower seed and 
nigerseed 
Raw cotton 
Raw jute 
Copra 
De-husked coconut 
Sugarcane (Fair and remunerative price) 
Virginia flu cured (VFC) tobacco. 
No MSP is provided on tea, coffee and rubber planatation.

104. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct. Nationalized Minor Forest 
Produce are the one for which the trade monopoly lies 
with the state government or its authorized agent. A 
state government decides on the nationalized or non-
nationalized status of a minor forest produce. 
Statement 2 is correct. The Central government had 
introduced a minimum support price (MSP) for a select 
list of MFP through “Mechanism for Marketing of Minor 
Forest Produce through Minimum Support price and 
development of Value Chain of MFP” Scheme. 

105. Solution: (a) 
Exp) Option a is correct 
E-RaKAM is a portal to provide a platform for farmers to 
sell agricultural produce. It is a digital initiative that aims 
to bring together the farmers, PSUs, civil supplies and 
buyers on a single platform to ease the selling and buying 
process of agricultural products. This portal was a joint 
initiative by state-run-auctioneer MSTC i.e., Metal Scrap 
Trade Corporation Limited and Central Warehousing 
Corporation arm CRWC i.e., Central Railside Warehouse 
Company Limited. 

106. Solution: (c) 
Exp) Option c is correct. 
As per Section 10(1) of income tax Act, 1961, any income 
derived from the agricultural land shall not be included 
in Total Taxable Income. Taxes on agricultural income 
falls under Entry 46 in State list under the constitution, 
and hence only the state governments are competent to 
enact legislations imposing a tax on agricultural income. 
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In India, States presently have agricultural tax legislation 
on the books are Tamil Nadu, Assam, Bihar, West Bengal 
and Odisha. But the implementation varies substantially, 
from taxes not being levied at all to being levied only upon 
income from plantations. 

107. Solution: (a) 
Exp) Option a is correct 
Statement 1 is incorrect: In terms of total fisheries and 
aquaculture production, in 2008-2010 and in 2012 India 
was the second major producer in the world and in 2017 
ranked third. 
Statement 2 is incorrect: Tamil Nadu grabbed the first 
position in fish production with 7.75 lakh tonnes of 
landings overtaking Gujarat. 
Statement 3 is correct: PMMSY will be implemented in 
all the States and Union Territories for a period of 5 (five) 
years from FY 2020-21 to FY 2024-25. 

108. Solution: (a) 
Exp) Option a is correct 
 The Livestock Census in the country started in the 
year 1919-1920. Since then, it has been conducted once 
in every 5 years. The 20th Livestock Census started in 
October 2018. The Department of Animal Husbandry & 
Dairying, Ministry of Fisheries, Animal Husbandry and 
Dairying released the 20th Livestock Census report. 
Under the livestock census, various species of animals 
possessed by households, household enterprises or non-
household enterprises and institutions are counted at site 
— both in rural and urban areas. 

109. Solution: (a) 
Exp) Option a is correct. 
 Operation flood was launched by National Dairy 
Development Board (NDDB) in 1970. Due to development 
of dairy cooperatives under the programme, the small 
dairy farmers were able to avoid middlemen. This resulted 
in enhanced knowledge and bargaining power of small 
and marginal farmers. It created a national milk grid 
linking producers throughout India with consumers in 
over 700 towns and cities. It reduced the seasonal and 
regional price variations. It also ensured that the producer 
gets a major share of the price consumers pay, by cutting 
out middlemen. 

110. Solution: (c) 
Exp) Option c is correct. 
Amendment to Essential Commodities Act, 1955 
deregulates key foodstuffs including cereals, pulses, 
oilseeds, edible oils, and potato. After the amendment, the 
supply of certain foodstuffs — including cereals, pulses, 
oilseeds, edible oils, potato — can be regulated only 
under extraordinary circumstances, which include an 
extraordinary price rise, war, famine, and natural calamity 
of a severe nature. 

111. Solution: (d) 

Exp) Option d is correct 
The Model Contract Farming Act, 2018 brings all services 
in the agriculture value chain, including pre-production, 
production and post production services. As per the 
Model Act, contract farming will be outside the ambit of 
the state APMCs. The act provides that the buyer cannot 
raise a permanent structure on the producer’s land. Tamil 
Naidu became the first state in India to pass a contract 
farming law based on NITI Aayog Model Contract Act 
2018. 

112. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. Farmers producer organisation 
can be registered under any of the following legal 
provisions -Cooperative Societies Act; Multi-State 
Cooperative Society Act, 2002; Indian Companies Act, 
1956 as amended in 2013; Society Registration Act, 1860; 
and Indian Trusts Act, 1882. 
Statement 2 is correct. Like cooperative societies, shares 
of farmer producer companies are not tradable. However, 
the shares of a producer company are transferable and are 
limited to members at par value. 
Statement 3 is correct. With respect to voting rights in 
co-operative societies and producer companies, there is 
one member, one vote. But, Government and Registrar of 
Cooperatives hold veto power in voting with respect to 
cooperative societies. 

113. Solution: (a) 
Exp) Option a is correct 
Statements 1 is correct. The general position in favour 
of land ceilings was based largely on providing social 
justice and equity. It was thought that surplus land could 
be distributed to poor people. 
Statement 2 is correct. Land ceiling minimize inequality 
in the land ownership and thus reduces inequality of 
income. 
Statements 3 is incorrect. The Green Revolution in India 
was initiated in the 1960s by introducing high-yielding 
varieties of rice and wheat. Green revolution for its 
success required large sized land holding as in Punjab and 
Haryana. 
Statements 4 is incorrect. Farm mechanisation requires 
large land holdings whereas land ceiling promotes small 
sized land. 

114. Solution: (d) 
Exp) Option d is correct. 
The laws related to land reforms have differences in 
different states. This has resulted in a slow pace of 
implementation in land reforms and also made it 
discriminatory. Moreover, these laws could not be 
implemented simultaneously at the national level in a 
smooth manner. 

115. Solution: (b) 
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Exp) Option b is correct 
Price stabilization fund refers to any fund constituted for 
the purpose of containing extreme volatility in prices 
of selected agri-horticultural commodities like onion, 
potatoes and pulses. It was set up under the Department 
of Agriculture, Cooperation & Famers Welfare and was 
transferred to the Department of Consumer Affairs w.e.f. 
1st April, 2016. 
PSF Scheme provides for advancing interest free loan 
to State Governments/Union Territories (UTs) and 
Central agencies to support their working capital and 
other expenses they might incur on procurement and 
distribution interventions for such commodities. 

116. Solution: (b) 
Exp) Option b is correct 
The Agriculture Infrastructure Fund is a Central Sector 
Scheme which provides a medium - long term debt 
financing facility for investment in viable projects for 
post-harvest management Infrastructure and community 
farming assets. The fund has been launched as part of 
‘Atmanirbhar Bharat’ (self-reliant India) to make farmers 
self-reliant. 
 A loan amount of Rs 1 lakh crore will be made available 
to the farmers over a period of four years. Farmers will 
also receive a subsidy of three percent on interest, on loan 
amounting to 2 crore or less up to seven years. 

117. Solution: (d) 
Exp) Option d is correct. 
IFAD is an international financial institution and 
specialized United Nations agency based in Rome, 
of which India is a founding member. It is dedicated 
to eradicating poverty and hunger in rural areas of 
developing countries. It also publishes the Rural 
Development Report. 

118. Solution: (b) 
Exp) Option b is correct. 
 The Agriculture Infrastructure Fund is a Central Sector 
Scheme which provides a medium - long term debt 
financing facility for investment in viable projects for 
post-harvest management Infrastructure and community 
farming assets. A loan amount of Rs 1 lakh crore will be 
made available to the farmers over a period of four years. 
Farmers will also receive a subsidy of three percent on 
interest, on loan amounting to 2 crore or less up to seven 
years. 

119.  Solution: (d)
Exp) Option d is correct. 
Statement 1 is correct. BSE E-Agricultural Markets Ltd. 
(BEAM) is an electronic spot platform for agricultural 
commodities launched by leading stock exchange BSE. 
It will function as a national level, institutionalized, 
electronic, transparent commodity spot trading platform 
in line with the prime minister’s vision to create a “single 
market” for agricultural goods. 

Statement 2 is correct. The platform would facilitate 
spot agricultural commodities transactions across value 
chain consisting of producers, intermediaries, ancillary 
services and consumers. BEAM would offer customized 
solutions to farmers, traders, and stakeholders to 
facilitate risk-free and hassle-free purchase and sale 
of various agricultural commodities. According to 
the exchange, the platform will ensure reduced cost 
of intermediation, improved procurement efficiency, 
enhanced producers’ realization and more competitive 
consumer prices. It will also help eliminate bottlenecks 
associated with procurement and trading. 
Statement 3 is correct. With the help of BEAM, farmers 
in one state would be able to reach out to markets in 
other states and auction their produce. This will not only 
help farmers and farmer collectives discover best prices 
for their produce based on the quality, but also offers 
to build capacity to help intermediaries, processors and 
exporters procure from states. 

120.  Solution: (b)
Exp) Option b is correct. 
Statement 1 is incorrect. Rice Export Promotion Forum 
has been set up by the government of India under the 
aegis of the APEDA and not by FICCI and CII. The new 
body will comprise representatives from the rice industry, 
exporters, and officials from APEDA, Commerce Ministry, 
Agriculture Ministry and Directors of Agriculture from 
major rice producing states. 
Statement 2 is correct. The new body will work 
under the Agricultural and Processed Foods Export 
Promotion Development Authority (APEDA). APEDA 
is a statutory body established by the Government of India 
under the Agricultural and Processed Food Products 
Export Development Authority Act 1985. The Authority 
replaced the Processed Food Export Promotion Council 
(PFEPC). APEDA, under the Ministry of Commerce and 
Industries, promotes export of agricultural and processed 
food products from India. 
Statement 3 is correct. The export promotion forum 
will identify, document particulars and reach out to 
stakeholders across the entire production/ supply chain 
of export of rice for increasing these exports. The new 
forum will monitor, identify and anticipate developments 
pertaining to production and exports and recommend 
necessary policy measures. 

121. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct. The fund has been launched by the 
government with an initial corpus of Rs 15,000 crore. It 
aims to support private investment in dairy Processing, 
value addition and cattle feed infrastructure. It will also 
include incentives for establishing plants for export of 
niche products. It will also support the establishment 
of animal feed plants of varying capacities – including 
setting up of mineral mixture plants, silage making units, 
and animal feed testing laboratory. 
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Statement 2 is correct. This is the first major fund 
launched by the government that includes a diverse set 
of stakeholders such as Farmer Producer Organizations 
(FPO), private dairy players, individual entrepreneurs, 
and non-profits within its ambit. 

122. Solution: (d)
Exp) Option d is correct. 
Statement 1 is correct. National Beekeeping & Honey 
Mission (NBHM) is a 2 year central sector scheme 
for overall promotion and development of scientific 
beekeeping in mission mode to achieve the goal of 
“Sweet Revolution” in the country by giving thrust on 
capacity building & trainings, specific focus on women, 
input support for promotion & production, setting up of 
Integrated Beekeeping Development Centres (IBDCs) 
and building of other Infrastructures. The mission was 
announced as part of the Atma Nirbhar Bharat scheme. 
Statement 2 is correct. It is being implemented through 
National Bee Board (NBB) which is registered by the 
Small Farmers’ Agribusiness Consortium (SFAC) as a 
society under the Societies Registration Act, 1860. It 
aims for the overall development of beekeeping by 
promoting scientific beekeeping in India to increase the 
productivity of crops through pollination and increase 
the honey production for increasing the income of the 
beekeepers/farmers. 
Statement 3 is correct. Madhu Kranti Portal is an 
initiative of National Bee Board (NBB), Ministry 
of Agriculture and Farmers Welfare under National 
Beekeeping & Honey Mission (NBHM). This portal 
is being developed for online registration to achieve a 
traceability source of Honey and other beehive products 
on a digital platform. The platform will help in checking 
the quality and source of adulteration of honey. 

123. Solution: (c)
Exp) Option c is correct. 
Statement 1 is correct. Agricultural Extension Services 
refers to the application of scientific research and new 
knowledge to agricultural practices through farmer 
education. It helps in promoting agricultural productivity, 
enhancing food security, improving rural livelihoods and 
promoting agriculture as an engine of pro-poor economic 
growth. It helps farmers to get information regarding 
scientific research and new knowledge in agricultural 
practices. 
Statement 2 is correct. A Krishi Vigyan Kendra (KVK) 
is an agricultural extension center in India. The name 
means “farm science center”. Usually associated with 
a local agricultural university, these centers serve as the 
ultimate link between the Indian Council of Agricultural 
Research and farmers, and aim to apply agricultural 
research in a practical, localized setting. The aim at 
assessment of location specific technology modules in 
agriculture and allied enterprises, through technology 
assessment, refinement and demonstrations. 

124. Solution: (b)

Exp) Option b is correct. 
KRI-TA-GYA explains, KRI for Krishi (Agriculture), 
TA for Taknik (Technology) and GYA for Gyan 
(Knowledge). This event will give an opportunity to the 
students / faculties / entrepreneurs / innovators and others 
to showcase their innovative approaches & technology 
solutions to promote farm mechanization in India. 
Such initiatives under National Agricultural Higher 
Education Project (NAHEP) along with Agricultural 
Engineering. Division of ICAR will also help in enhancing 
the learning capabilities, innovations and disruptive 
solutions, employability and entrepreneurial drive in FM 
sector, and hence will boost the mechanization level in 
country. 

5.3. Infrastructure and Industries 

125. Solution: (d)
Exp) Option d is correct. 
Statement 1 is incorrect. Limited Liability Partnerships 
(LLP) are governed under the Limited Liability 
Partnership act of 2008 whereas, a Corporate Company 
is regulated under the Companies Act, 2013. 
Statement 2 is incorrect. The constitution of one-person 
company is not banned under India laws. 
The Budget 2021-22 has proposed to incentivize the 
incorporation of One Person Companies (OPCs) which 
is expected to boost the start-up ecosystem. 
A one-person company is a company that can be formed 
by just one person as a shareholder. These companies can 
be contrasted with private companies, which require a 
minimum of two members to get going. However, for all 
practical purposes, these are like private companies. 
Statement 3 is incorrect. Presently, Limited Liability 
Partnerships (LLP) are not permitted to issue non-
convertible debentures. 
Recently, a Company Law Committee (CLC) suggested 
the introduction of the concept of a small LLP in line with 
small companies under the Companies Act, and provision 
for issuance of non-convertible debentures (NCDs) by 
LLPs to raise funds. 
Knowledge Base: 
Debentures are long-term financial instruments which 
acknowledge a debt obligation towards the issuer. Some 
debentures have a feature of convertibility into shares 
after a certain point of time at the discretion of the owner. 
The debentures which can’t be converted into shares or 
equities are called non-convertible debentures (or NCDs). 
Non-convertible debentures are used as tools to raise 
long-term funds by companies through a public issue. 

126. Solution: (a)
Exp) Option a is correct. 
Homemade leverage is the use of personal borrowing 
of investors to change the amount of financial leverage 
of the firm. Leverage refers to the amount of debt a 
firm uses to finance its assets. Homemade leverage is a 
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technique individual investor can use to synthetically 
increase the leverage of a firm or a company. Homemade 
leverage is used by an individual investor to artificially 
adjust the leverage of a company. An individual investing 
in a company with no leverage can recreate the effect of 
leverage using homemade leverage, which includes taking 
out personal loans on the investment. It holds as long as 
investors can borrow on the same terms as a firm, which 
prevails only under ideal conditions. 

127. Solution: (a)
Exp) Option a is correct. 
Trade Receivables and Discounting System (TReDS) 
is an electronic platform for facilitating the financing /
discounting of trade receivables of Micro, Small and 
Medium Enterprises (MSMEs) through multiple 
financiers. These receivables can be due from corporates 
and other buyers, including Government Departments 
and Public Sector Undertakings (PSUs). 
Statement 1 is correct: Only MSMEs can participate as 
sellers in TReDS. Corporates, Government Departments, 
PSUs and any other entity can participate as buyers 
in TReDS. Banks, NBFC - Factors and other financial 
institutions as permitted by the Reserve Bank of India 
(RBI), can participate as financiers in TReDS. 
Statement 2 is incorrect: RBI has not made it compulsory 
for any buyer, seller or financier to participate in TReDS. 
Statement 3 is correct: Authorization is required to 
be obtained from RBI to set up and operate a TReDS 
platform under the Payment and Settlement Systems 
(PSS) Act, 2007. 
Knowledge Base: 
TReDS is a platform for uploading, accepting, discounting, 
trading and settling invoices / bills of MSMEs and 
facilitating both receivables as well as payables factoring 
(reverse factoring). 
Banks, NBFC - Factors and other financial institutions 
as permitted by the Reserve Bank of India (RBI), can 
participate as financiers in TReDS. 

128. Solution: (d)
Exp) Option d is correct. 
Option d is correct. National Infrastructure Pipeline 
(NIP) encompasses an outlay of Rs 100 lakh Crore for 
infrastructure projects over 5 years from 2020-2025. 
It is a first-of-its-kind initiative to provide world-
class infrastructure across the country and is aimed at 
improving the quality of life for all citizens. The project 
covers both economic and social infrastructure projects. 
The emphasis would be on ease of living: safe drinking 
water, access to clean and affordable energy, healthcare 
for all, modern railway stations, airports, bus terminals 
and world-class educational institutes. It will create jobs, 
improve ease of living, and provide equitable access 
to infrastructure for all, thereby making growth more 
inclusive.Knowledge Base: 
The Government had created a task force, headed by Atanu 

Chakraborty, to draw up the National Infrastructure 
Pipeline (NIP) for each of the years from financial years 
2019-20 to 2024-25. It submitted its final report to the 
Finance Minister in May 2020. 
Important recommendations: 
`111 lakh crore investment needed over 2020-2025 to 
build infrastructure projects and drive economic growth. 
Energy, roads, railways and urban projects are estimated 
to account for the bulk of projects (around 70%). 
Aggressive push towards asset sales. 
Monetisation of infrastructure assets. 
Setting up of development finance institutions. 5 
Strengthening the municipal bond market. 
The task force has recommended setting up of three 
committees to monitor NIP progress and eliminate 
delays, to follow up on the implementation process and to 
raise financial resources for the NIP. 

129. Solution: (c)
Exp) Option c is correct. 
The National Monetisation Pipeline (NMP) aims to 
unlock value in brownfield projects by engaging the 
private sector. 
The NMP has been announced to provide a clear 
framework for monetisation and give potential investors a 
ready list of assets to generate investment interest. 
Statement 1 is incorrect Monetisation Value is only an 
indicative high-level estimate based on thumb rule 
estimates. 
The actual monetisation value will be determined based 
on detailed valuation or feasibility studies at the stage of 
transaction structuring. Hence, it would not be prudent to 
take the Indicative monetisation value as a reference rate 
or value for any transactions in future. 
Statement 2 is incorrect NMP includes projects/ assets 
of central government line ministries and CPSEs in 
infrastructure sectors with high monetisation potential. 
The sectors include roads, ports, airports, railways, 
warehousing, gas & product pipeline, power generation, 
power transmission, mining, telecom, stadium and 
hospitality infrastructure. 
Currently, only assets of central government line 
ministries and Central Public Sector Enterprises (CPSEs) 
in infrastructure sectors have been included. 
Statement 3 is correct It aims to unlock value in 
brownfield projects by engaging the private sector, 
transferring to them revenue rights and not ownership 
in the projects, and using the funds generated for 
infrastructure creation across the country. 
The NMP has been announced to provide a clear 
framework for monetisation and give potential investors a 
ready list of assets to generate investment interest. 
Underutilized brownfield infrastructure assets across 
sectors including roads, railways, aviation, power, oil and 
gas, and warehousing. 
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However, the ownership of the assets unlike privatisation 
will be retained by the Centre. 
Statement 4 is correct Monetization through 
disinvestment and monetization of non-core assets 
(such as land, building, and pure play real estate assets) 
have not been included in the NMP. 
Knowledge Base: 
According to an official communique, the top five sectors 
in terms of contribution to NMP are roads (27%) followed 
by railways (25%), power (15%), oil and gas pipelines 
(8%), and telecom (6%). 

130. Solution: (c)
Exp) Option c is correct. 
Swiss model of Public procurement- It is a method 
of bidding, often used in public projects, in which an 
interested party initiates a proposal for a contract or the 
bid for a project. The government then puts the details of 
the project out in the public and invites proposals from 
others interested in executing it. On the receipt of these 
bids, the original contractor gets an opportunity to match 
the best bid. 
Any person with credentials can submit a development 
proposal to the government. That proposal will be made 
online, and a second person can give suggestions to 
improve and beat that proposal. 
Knowledge Base: For example, Company X wins the first 
round of bidding by a quoting a price of `5,000 crore for 
a power plant. This will be made public and a second 
set of bids invited. If Company Y quotes `5,500 crore, 
Company X will be offered a second opportunity to match 
it. If it refuses, Company Y would be declared the winning 
bidder. If Company X steps up, then it will bag the power 
plant at `5,500 crore. 

131. Solution: (d) 
Exp) Option d is correct. 
Statement 1 is incorrect. The Department of Economic 
Affairs (DAE), Ministry of Finance grants the 
Infrastructure Status to helps projects in such sectors 
to get easier financing from banks. 
Statement 2 is incorrect. Once an industry is accorded 
infrastructure status, the sector is entitled to a number 
of benefits and concessions. This grant of status enables 
an industry to raise money from insurance companies, 
pension funds, and international lenders with a longer 
tenure and on easier terms. Infrastructure status gives 
industries access to cheaper foreign currency funding 
through the external commercial borrowing route. 
However, no special priority approval or tax break is 
given under Infrastructure Status categorization. 
Statement 3 is correct. Recently, the Finance Ministry 
has granted infrastructure status for exhibition 
and convention centres. The government included 
‘Exhibition-cum-Convention Centre in the Harmonised 
Master List of Infrastructure. This is done by creating a new 
category under Social and Commercial Infrastructure. 

However, the benefits are not available to all convention 
centres. The benefits will be available only for projects 
with a minimum built-up floor area of 1,00,000 square 
metres with exclusive exhibition space or convention 
space or both combined. 

132. Solution: (c)
Exp) Option c is correct. 
“Unicorn” is a term used in the venture capital industry to 
describe a privately held start-up company with a value 
of over $1 billion. The term was first coined by venture 
capitalist Aileen Lee in 2013. 
The value of unicorns is generally based on how investors 
and venture capitalists feel they will grow and develop, so 
it all comes down to longer-term forecasting. This means 
their valuations have nothing to do with the way they 
perform financially. In fact, many of these companies 
rarely generate any profits when they first get running. 
The Indian start-up ecosystem that generated 53 unicorns 
till June 2021. The June 2021 quarter saw the rise of 
11 unicorns’ companies like - Urban Company, Cred, 
Meesho, Groww, ShareChat, PharmEasy etc. 

133. Solution: (d)
Exp) Option d is correct. 
Statement 1 is incorrect: National Start-up Advisory 
Council is constituted by the Department for Promotion 
of Industry and Internal Trade (DPIIT). The Council will 
be chaired by the Minister for Commerce & Industry. 
Statement 2 is correct: The Council is a high-powered 
team with members from the private sector and the 
government. Composition of the National Start-up 
Advisory Council: 
Ex-officio Members: Nominees of the concerned 
Ministries/ Departments/ Organisations not below the 
rank of Joint Secretary. 
Non-official members: Nominated by the Government 
from various categories like: 
Founders of successful start-ups 
Veterans who have grown and scaled companies in India 
Persons capable of representing the interests of investors 
into start-ups, etc. 
Statement 3 is correct: National Start-up Advisory 
Council will advise the Government on measures needed 
to build a strong ecosystem for nurturing innovation 
and start-ups in the country to drive sustainable 
economic growth and generate large scale employment 
opportunities. 

134. Solution: (d)
Exp) Option d is correct. 
Statement 1 is incorrect. Recently passed The Mines and 
Minerals (Development and Regulation) Amendment 
Act, 2021 amends the Mines and Minerals (Development 
and Regulation) Act, 1957. 
The 1957 Act empowers the central government to 
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reserve any mine (other than coal, lignite, and atomic 
minerals) to be leased through an auction for a particular 
end-use (such as iron ore mine for a steel plant). The 
2021 amendment act removed such power. The 2021 
amendment act provides that no mine will be reserved 
for particular end-use. 
Statement 2 is incorrect. The Amendment Act provides 
that captive mines (other than atomic minerals) may 
sell up to 50% of their annual mineral production in 
the open market after meeting their own needs. The 
central government may increase this threshold through a 
notification. The lessee will have to pay additional charges 
for mineral sold in the open market. 
Statement 3 is incorrect. Section 15 of the Mines and 
Minerals (Development and Regulation) Act, 1957 
empowers state governments to make rules for 
regulating the grant of mineral concessions in respect 
of minor minerals. Under the Act, states conduct the 
auction of mineral concessions (other than coal, lignite, 
and atomic minerals). Mineral concessions include 
mining lease and prospecting license-cum-mining 
lease. The 2021 amendment act empowers the central 
government to specify a time period for completion of the 
auction process in consultation with the state government. 
If the state government is unable to complete the auction 
process within this period, the auctions may be conducted 
by the central government. 

135. Solution: (d)
Exp) Statement 1 is correct. Composite licence for 
prospecting and mining – The practice of providing 
separate licences for prospecting (exploring, finding and 
locating mining source) and mining was ended. 
Statement 2 is correct. Removal of restriction on end use 
coal – Previously companies had to use coal for specific 
purpose like power generation or steel production. Now, 
under removal of restriction on end use coal, companies 
can even use the coal for own consumption. 
Statement 3 is incorrect. Mines and minerals are under 
Union list under schedule 7 of Indian Constitution. 

136. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. Petroleum products pricing in 
India is done on the basis of a formula Export Parity 
Price as we export petroleum products and import 
crude petroleum. Export Parity Price represents the 
price which oil companies would realize on export of 
petroleum products. This includes FOB Price and advance 
license benefit (for duty free import of crude oil pursuant 
to export of refined products). 
Statement 2 is incorrect. LPG pricing in India is done 
on the basis of a formula — import parity price (IPP). 
The IPP is determined based on LPG prices in the 
international market, assuming that the fuel is imported 
into the country. 
Statement 3 is correct. The IPP, based on Saudi Aramco’s 
LPG price, includes the FOB (free on board) price, 

ocean freight, insurance, custom duties, port dues, etc. 

137. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is correct: Under Section 86(1) (e) of the 
Electricity Act 2003 (“EA 2003”) and the National Tariff 
Policy 2006, Renewable purchase obligation (RPO), is a 
mechanism by which the obligated entities are obliged to 
purchase certain percentage of electricity from Renewable 
Energy sources, as a percentage of the total consumption 
of electricity. 
Statement 2 is correct: RPOs are categorized as Solar and 
Non-Solar RPO. 
Statement 3 is incorrect: In 2019, Union Cabinet declared 
Large Hydropower Projects (HPO) as part of non-solar 
Renewable Purchase Obligation (RPO). 
Statement 4 is correct: Under Regulation purchase 
obligation target, there are provisions for purchase 
of renewable energy certificates (RECs) in lieu of 
purchasing renewable power by obligated entities. 

138. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct. GTAM is an alternative new model 
introduced for selling off the power by the renewable 
developers in the open market without getting into long 
term PPAs. This would promote RE merchant capacity 
addition and help in achieving RE capacity addition 
targets of the country. 
Statement 2 is correct. Transactions through GTAM 
will be bilateral in nature with clear identification of 
corresponding buyers and sellers, there will not be 
any difficulty in accounting for Renewable Purchase 
Obligations (RPO). 
Statement 3 is correct. GTAM will benefit renewable 
energy sellers by providing access to pan- India market. 
It. GTAM will benefit buyers of RE through competitive 
prices and transparent and flexible procurement. 
Statement 4 is incorrect. GTAM contracts will be 
segregated into Solar Renewable purchase obligation 
(RPO) & Non-Solar RPO as RPO targets are also 
segregated. 

139. Solution: (b)
Exp) Option b is correct. 
A regulatory sandbox is a safe harbour, where businesses 
can test innovative products under relaxed regulatory 
conditions. Typically, participating companies release 
new products in a controlled environment to a limited 
number of customers for a limited period of time. It 
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. 
Significance and benefits of a regulatory sandbox: 
The “regulatory sandbox” will help fintech companies 
launch innovative products at a lower cost and in less 
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time. The objective of the sandbox is to foster responsible 
innovation in financial services, promote efficiency and 
bring benefit to consumers. 
The sandbox will enable fintech companies to conduct 
live or virtual testing of their new products and services. 
These companies will also be able to test the viability of 
the product without a wider and expensive rollout. 
It provides a secure environment for fintech firms to 
experiment with products under supervision of a 
regulator. 
It will help companies to experiment with fintech 
solutions, where the consequences of failure can be 
contained and reasons for failure analysed. 
It is an infrastructure that helps fintech players live test 
their products or solutions, before getting the necessary 
regulatory approvals for a mass launch, saving start-ups 
time and cost. 

140. Solution: (c)
Exp) Option c is correct. 
Simplified Proforma for Incorporating Company 
Electronically Plus (SPICe+) is an integrated web form 
deployed by the Ministry of Corporate Affairs. It is a 
new simple application to make it further easier for 
incorporating a business in India. The web-form offers 
10 services by three Central Government Ministries and 
Departments (Ministry of Corporate Affairs, Ministry 
of Labour & Department of Revenue in the Ministry 
of Finance), one State Government (Maharashtra) and 
various Banks. Thus, saving procedures, time and cost 
for Starting a Business in India. 

141. Solution: (d)
Exp) Option d is correct. 
Statement 1 is correct. Coal Gasification is the process 
of producing syngas—a mixture consisting primarily of 
carbon monoxide (CO), hydrogen(H2), carbon dioxide 
(CO2), natural gas (CH4) and water vapour (H2O)—
from coal and water, air and/or oxygen. 
Statement 2 is correct. The hydrogen obtained from 
coal gasification can be used for various purposes such 
as making ammonia, powering a hydrogen economy or 
upgrading fossil fuels. 
Statement 3 is correct. The syngas, obtained from coal 
gasification can be used in a variety of applications such 
as in the production of electricity and making chemical 
products such as fertilizers. 
India’s first coal gasification-based fertilizer plant will 
be established in Talcher, Odisha. 

142. Solution: (a) 
Exp) Option a is correct. 
SEZ is an enclave area which is outside the customs 
territory of India for its authorized operations. Any 
private, public, joint sector (private public partnership) 
or state government can set up an SEZ. A foreign agency 
can also set up SEZs in India. Different units related to 

manufacturing, trading or for service activity can be set 
up in Special Economic Zones. 

143. Solution: (d) 
Exp) Option d is correct. 
 Handicraft industry declined with the start of British 
rule in India. India became the net exporter of raw 
material and net importer of finished goods produce in 
Britain. Production of cash crops like cotton, tea and 
Indigo increased during the British rule. This is termed 
as commercialization of agriculture. During the colonial 
period, the main purpose of developing infrastructure 
like railways was to draw out the raw material from the 
rural areas and to mobilize the army within India. 

144. Solution: (a) 
Exp) Option a is correct. 
 Capital goods industries remained under developed 
during the colonial period.Statement 2 is incorrect: 
During colonial rule, India used to import finished 
consumer goods such as silk, light machinery and 
cotton from factories of Britain. India was a major 
exporter of raw material such as wool, sugar, cotton, 
jute, raw silk, indigo etc. More than half of India’s 
foreign trade was restricted to Britain while the rest was 
targeted to countries like China, Sri Lanka and Iran. 

145. Solution: (d) 
Exp) Option d is correct. 
Private industrialists were allowed to play a minor role 
during the British rule. Indian economy was mostly 
dominated by agricultural activities and small-scale 
industries. 
High taxes or import duties were levied on the export of 
goods from India. So, if Indians wanted to export, there 
was a heavy duty imposed over their product as result 
their profit reduces. 

146. Solution: (d) 
Exp) Option d is correct. 
The Geographical Indications of Goods (Registration 
and Protection) Act, 1999 (GI Act) is a sui generis Act 
of the Parliament of India for protection of geographical 
indications in India. India, as a member of the World 
Trade Organization (WTO), enacted the Act to comply 
with the Agreement on Trade-Related Aspects of 
Intellectual Property Rights. 

147. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct: Both the countries India and China 
have adopted the five years plans as a development 
strategy. India announced its first five year plan in 1951 
whereas china launched its five year plan in 1953. 
Statement 2 is correct: China launched their SEZ 
programme as a specifically delineated duty-free 
enclave, deemed to be foreign territory for the purposes 
of trade operations and duties and tariffs. India has also 
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launched their special economic zones in 2000. 

148. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is correct: Nehruvian economics was based 
on the combination of socialism and capitalism. Nehru 
wanted to develop an economy based on modern 
Industries whereas Gandhi wanted a cottage industry-
based economy. 
Statement 2 is incorrect: Gandhian economics is not 
based upon Socialism of USSR. It was based on the 
spiritual and socio-economic principles of Gandhi ji. 
He propounded the model of Trusteeship as a socio-
economic philosophy. 
Statement 3 is incorrect: Nehruvian economics is 
not related to setting up villages as autonomous and 
independent units. Gandhian economics aimed at 
setting up of autonomous villages as independent units. 

149. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: Laissez-faire is an economic 
philosophy which envisages the free-market condition 
and opposes the government intervention.  
Statement 2 is correct: Indian economy is considered a 
mixed economy as it has both public and private sectors 
functioning in India. 
Statement 3 is correct: New economic reforms of 1990s 
lead to promotion of Private sector and reduce the role 
of public sector enterprises in India. 

150. Solution: (c)
Exp) Option c is correct. 
The theory of Protectionism aims to increase exports 
and decrease imports by imposing various kinds of trade 
barriers. This includes: 
Making rules and regulation that will make it difficult for 
foreign producers to obtain license. 
Coming up with Anti-dumping policies will lead to 
decrease in dumped imported goods in the economy. 

151. Solution: (d) 
Exp) Option d is correct. 
The Ease of Doing Business (EoDB) index is a ranking 
system established by the World Bank Group. India 
jumped 79 positions from 142nd (2014) to 63rd (2020) 
in ‘World Bank’s Ease of Doing Business Ranking 2020’. 
India’s major achievement is in categories of Construction 
Permits (improved from 184 in 2014 to 27 in 2019) and 
Getting Electricity (improved from 137 in 2014 to 22 in 
2019) 

152. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is correct. The Make in India programme 
aims at improving India’s rank on the Ease of Doing 
Business index by eliminating the unnecessary laws 

and regulations, making bureaucratic processes easier, 
making the government more transparent, responsive and 
accountable. 
Statement 2 is incorrect. The focus of Make in India 
programme is not just on Manufacturing sector but also 
include other sectors as well. 

153. Solution: (a) 
Exp) Option a is correct. 
Statement 1 is correct. Section 3(e) of the Mines and 
Minerals (Development and Regulation) Act, 1957 
(MMDR Act) defines sand as a ‘minor mineral’. 
Statement 2 is incorrect. The Mines and Minerals 
(Development and Regulation) Act, 1957 (MMDR Act) 
empowers the State governments to make rules for 
regulating the grant of mineral concessions in respect 
of minor minerals and for purposes connected therewith. 
Statement 3 is correct. Control of illegal mining 
(including of minor minerals) is under the legislative 
and administrative jurisdiction of state governments. 

154. Solution: (c)  
Exp) Option c is correct. 
HAM is a mix of BOT-Annuity model and EPC model. 
In this model, the project cost is shared between the 
government and the private player in the ratio of 40:60, 
during the construction period. The private player gets 
compensated by way of fixed pre-determined annuity 
payments. It is in BOT-TOLL model that the private 
player gets its compensation from toll collection.  

155. Solution: (d) 
Exp) Option d is correct  
The National Infrastructure Pipeline refers to investment 
in infrastructure projects over a period of five years with 
a sanctioned amount of `111 lakh crore. The centre (39 
percent) and state (39 percent) are expected to have an 
almost equal share in implementing the projects, while 
the private sector has 22 percent share. Out of the total 
capital expenditure planned by the NIP, 70% has been 
allocated for a handful of sectors such as – Energy (24%), 
Roads (19%), Urban (17%) and Railways (12%). Energy 
has the highest share of the total capital expenditure.  

156. Solution: (c) 
Exp) Option c is correct. 
 The Quality Council of India is an autonomous body 
set up by the Ministry of Commerce and Industry, 
Government of India jointly with the Indian Industry. 
It is registered as a non-profit society and is 
governed by a Council with equal representations of 
government, industry and consumers. The Chairman 
of QCI is appointed by the Prime Minister on the 
recommendations of the industry to the Government. 

157. Solution: (d) 
Exp) Option d is correct. 
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Statement 1 is correct: The contribution of Industry and 
its Components in GVA has constantly declined from 
32.5% in 2011-12 to 25.8% in 2020-21. 
Statement 2 is correct: India’s share in world services 
exports has risen steadily over the past decade to reach 
3.5% in 2018, twice the share in merchandise exports at 
1.7%.  
Statement 3 is correct: The share of the services sector in 
Gross FDI inflows has been close to 2/3rds, much more 
than the share of the manufacturing sector, over the past 
few years.  

158. Solution: (c) 
Exp) Option c is correct 
Statement 1 is incorrect. The policy drastically 
decreased the number of industries reserved for Central 
government but still 8 industries were left reserved for it. 
Statement 2 is incorrect. The Policy of 1991 worked 
towards abolition of MRTP limit and as a result 
Competition Act was passed in 2002. 
Statement 3 is correct. Provisions regarding location 
of an industry were highly cumbersome and had time 
consuming process. To simplify this, industries were 
classified into polluting and non-polluting. 

159. Solution: (c) 
Exp) Option b is correct. 
Why does India need to import coal? 
India’s coal sector is dominated by public sector Coal 
India. Monopoly of Coal India prevented capacity 
building of private sector and prevented coal supply. 
Due to lack of enough coal mining, most of the power 
plants in India are not able to get sufficient supplies of coal 
from within the country. 
Lack of coking coal reserves that is used as a raw material 
in steel making and allied industries. 
To compensate the lack of good quality coal 

160. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. In the union budget 2021-22 
government has set a disinvestment target of 1.75 lakh 
crore and not 175 lakh crore. 
Statement 2 is incorrect. The proceeds from disinvestment 
are counted under the capital receipts in the budget. 
Statement 3 is incorrect. The Department of Investment 
and Asset Management is under the administrative 
control of Ministry of Finance (and not PMO). 
Statement 4 is correct. Under the disinvestment policy 
of Indian government, NITI Aayog along with DIPAM 
decides the PSU’s which are to be disinvested. 

161. Solution: (d) 
Exp) Option d is correct 
Statement 1 is correct. Strategic disinvestment is the 
process of transferring of majority share in the PSU. In 

this way control over management is also transferred. 
Statement 2 is incorrect. Moving away from the token 
disinvestment strategy, strategic disinvestment focused 
on moving out from non-strategic sectors even if the 
PSU’s were both profit and loss making enterprises. 
Statement 3 is incorrect. In strategic disinvestment a total 
minimum share of 51% (and not 75%) is transferred. 
With this the management control automatically shifted 
to the private buyers. 

162. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. According to Section 3(j) of 
India’s Patents Act 1970, a seed or a plant, or a biological 
process to create a seed or plant cannot be patented. 
Statement 2 is incorrect. Intellectual Property Appellate 
Board was constituted in 2003 to hear appeals against the 
decisions of the Registrar under the Trade Marks Act, 1999 
and the Geographical Indications of Goods (Registration 
and Protection) Act, 1999. 
Statement 3 is correct. The Patents Act - 1970 does not 
allows plants and animals, including seeds, varieties, 
and species, and essentially biological processes for 
production or propagation of plants and animals from 
being patented. 

163. Solution: (b) 
Exp) Option b is correct. 
The disinvestment proceeds are credited to the NIF 
which is maintained as a head under Public Account of 
India (and not Consolidated Account of India). Of the 
total annual income, NIF can utilize 75% to finance the 
selected social sector schemes which promote health, 
education and employment. The residual 25% of the 
annual income can be used to meet capital investment 
requirements including recapitalization of PSB’s. The 
part for capital investment proceeds can be utilized for 
equity infusion in various metro projects. 

164. Solution: (c) 
Exp) Option c is correct. 
The Department of Investment and Public Asset 
Management (DIPAM) deals with disinvestment of 
equity in Central Public Sector Undertakings (and 
not state PSU’s). DIPAM has four major areas of its 
work including Strategic Disinvestment, Minority 
Stake Sales, Asset Monetization (of both unutilized or 
underutilized public assets) and Capital Restructuring. 
Municipal bonds are issued by local bodies. 

165. Solution: (b) 
Exp) Option b is correct 
Statement 1 is correct. The coal found in India is mainly 
of non-coking quality and hence coking coal has to be 
imported by the steel industry. 
Statement 2 is correct. India is the second largest 
producer of crude steel in the world after China. 
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Statement 3 is incorrect. India is the third largest 
consumer of the finished steel after China and USA, 
however, its per capita consumption is only 70.9 kg 
during 2018-19 as against the global average of 214 kg. 

166. Solution: (d) 
Exp) Option d is correct. 
Among others, following actions taken are going to make 
it easier for businesses to start, operate and exit: 
Implementing the Insolvency and Bankruptcy Code. 
Implementing GST nationwide. 
Introduction of paperless court procedures and systems 
including e-filing, e-payment, e-summons. 
Digitize all encumbrances and record of rights of lands 
for last 30 years and make them available online. Hence, 
statement 3 is correct. 

167. Solution: (d) 
Exp) Option d is correct. 
Banks are permitted to allow startups to raise ECB under 
automatic route. The borrowing can be in the form of 
loans or non- convertible, optionally convertible or partly 
convertible preference shares. Easy exit option has been 
provided under the Bankruptcy Act so that start-ups 
can exit within 90 days. Under startup India seed fund 
scheme, Incubators would be able to give a start-up up 
to `20 lakh as grant and at stage of commercialisation an 
additional `50 lakh which can be convertible debentures. 
However, Startup should not have received more than Rs-
10 lakh of monetary support under any other Central or 
State Government scheme to avail this fund. 

168.  Solution: (c) 
Exp) Option c is correct. 
Eastern Dedicated Freight Corridor (EDFC): Ludhiana 
Punjab to Dankuni West Bengal. The EDFC route covers 
Punjab, Haryana, Uttar Pradesh, Bihar, Jharkhand & West 
Bengal. 
Western Dedicated Freight Corridor (WDFC): Dadri, 
U.P to Jawaharlal Nehru Port, Mumbai. The WDFC 
covers Haryana, Rajasthan, Gujarat, Maharashtra & Uttar 
Pradesh. 
North-South Dedicated Freight Corridor connects 
Delhi with Tamil Nadu. The 975 km long North-South 
Sub-Corridor will link Vijayawada-Nagpur-Itarsi which 
passes through Telangana. 
East-West Dedicated Freight Corridor connects West 
Bengal with Maharashtra. The East-West corridor 
consist of 1,673 km long route linking Chhattisgarh. 

169. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is correct. NHSRCL has been entrusted to 
prepare the Detailed Project Reports for seven (7) High 
Speed Rail Corridors and LiDAR survey technique will be 
used for ground survey in all the corridors. 

Statement 2 is correct. Recently Indian railways 
released its draft national plan 2024 which proposed 
almost 8000km of bullet train. 
Statement 3 is incorrect. The maximum share of 
infrastructure investments in National Infrastructure 
Pipeline (NIP) goes to energy sector (24%) followed 
by roads (18%), urban (17%), railways (12%) of the 
infrastructure investments in India. 

170. Solution: (a) 
Exp) option a is correct. 
Statement 1 is correct. One of the components of 
Bharatmala Pariyojna is development of Border & 
International connectivity roads. 
Statement 2 is correct. The gross budgetary support for 
Bharatmala from 2017-18 to 2021-22 are from Central 
Road and Infrastructure Fund, budgetary support, 
expected monetisation by NHAI. 
Statement 3 is incorrect. A “grand challenge” 
mechanism is adopted to encourage state government 
participation for implementing the programme, and the 
projects supported by states would be taken up on priority. 

171. Solution: (b)
Exp) Option b is correct. 
A Micro Units Development Refinance Agency 
(MUDRA) Bank set up to provide development and 
refinance to commercial banks/NBFCs/cooperative banks 
for loans given to micro-units. 
Atmanirbhar Bharat Abhiyan includes Rs 3 lakh crore 
collateral free automatic loans for businesses including 
MSMEs. 
India Aspiration Fund (IAF) was set up as a fund of 
funds under the Small Industries Development Bank of 
India (SIDBI) in order to boost the startup ecosystem in 
the country. 
 ASPIRE (Promoting Innovation and Rural 
Entrepreneurs) was launched in March 2015 for setting 
up a network of technology and incubation centres to 
accelerate entrepreneurship and promote start-ups. 
AVATARAN is for transformation of railways through 7 
mission mode activities. It was launched in budget 2016-
17. 

172.  Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect. Build-Own-Operate (BOO): In 
this, the private player designs, builds and operates the 
facility. Also, the ownership of the newly built facility will 
rest with the private party here. 
Statement 2 is correct. Build-Operate-Lease-Transfer 
(BOLT): In this approach, the private party at the end of 
the lease period transfer the ownership of the facility to 
the government. 
Statement 3 is correct. Build Operate and Transfer 
(BOT): Here, the private partner is responsible to design, 
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build, operate (during the contracted period) and transfer 
back the facility to the public sector. 

173. Solution: (a)
Exp) Option a is correct 
Statement 1 is correct. The Information Technology 
and Business Process Management Sector (IT-BPM) 
industry is the largest contributor to the total exports 
of the country, with 43% of the IT-BPM services being 
exported in 2018.  
Statement 2 is incorrect. To boost investment in the 
IT sector, angel tax norms for the start-ups should be 
relaxed. 

174. Solution: (a)
Exp) Option a is correct. 
Statement 1 is incorrect. HAM is a mix of BOT-Annuity 
model and EPC model. In this model, the project cost 
is shared between the government and the private player 
in the ratio of 40:60, during the construction period. 
The private player gets compensated by way of fixed pre-
determined annuity payments. 
Statement 2 is correct. Private player is paid a fixed sum 
of economic compensation (called ‘annuity’, similar to 
the BOT-ANNUITY model of past) by the government 
for a fixed tenure (normally 15 years, though it is 
flexible). 

175. Solution: (c)
Exp) Option c is correct. 
Each smart city is selected based on the Smart Cities 
challenge, where cities compete in a countrywide 
competition to obtain the benefits from this mission. The 
implementation of the Mission at the City level will be 
done by a Special Purpose Vehicle (SPV) created for the 
purpose. The Smart City Mission will be operated as a 
Centrally Sponsored Scheme (CSS). 

176. Solution: (b)
Exp) Option b is correct. 
Statement 1 is incorrect: Licenses were required for 
starting new companies, for producing new products or 
expanding production capacities. 
Statement 2 is correct: Businesses had to have government 
approval for laying off workers and for shutting down. 

177. Solution: (b)
Exp) Option b is correct. 
 The National Infrastructure Pipeline refers to investment 
in infrastructure projects over a period of five years by 
2024-25 with a sanctioned amount of `111 lakh crore. 
 The Centre (39%) and States (40%) are expected to have 
almost equal share in implementing the NIP in India, 
followed by the private sector (21%). 

178. Solution: (a)
Exp) Option a is correct. 

Statement 1 is correct: The Rs 40,000-crore NIIF was 
set up as Category II Alternative Investment Fund 
(AIF) in December 2015 as an institution for enhancing 
infrastructure financing by investing in greenfield (new), 
brownfield (existing) and stalled projects.  
Statement 2 is incorrect: The Indian government has 49% 
stake in NIIF with the rest held by foreign and domestic 
investors. 

179. Solution: (a)
Exp) Option a is correct. 
Invest India is India’s national Investment Promotion 
& Facilitation Agency. It was formed in 2009 under 
Section 25 of the Companies Act 1956 for promotion of 
foreign investment. It is a non-profit venture under the 
Department for Promotion of Industry and Internal 
Trade, Ministry of Commerce and Industry. The 
current shareholding pattern of Invest India is 51 % of 
Industry Associations (i.e., 17% each of FICCI, CII & 
NASSCOM) and the remaining 49% of Central and 19 
State Governments. 

180. Solution: (a)
Exp) Option a is correct 
Swiss Challenge is a method of bidding, often used in 
public projects, in which an interested party initiates 
a proposal for a contract or the bid for a project. The 
government then puts the details of the project out in 
the public and invites proposals from others interested 
in executing it. On the receipt of these bids, the original 
contractor gets an opportunity to match the best bid. 

181. Solution: (a)
Exp) Option a is correct. 
Vijay Kelkar committee was formed to study and evaluate 
the extant public-private partnership (PPP) model in 
India. The committee was set up following 2015 Union 
budget of India by the then finance minister of India Arun 
Jaitley. 

182. Solution: (c)
Exp) Option c is correct. 
The Special Economic Zones (SEZ) Act, 2005 extends to 
the whole of India. Special Economic Zone is a specifically 
delineated duty-free enclave and shall be deemed to be 
foreign territory for the purposes of trade operations 
and duties and tariffs. It can be set up for manufacturing 
of goods as well as for rendering services. 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. 

183. Solution: (a)
Exp) Option a is correct. 
Statement 1 is correct: The Industrial Relations Code 
Bill, 2020, increases the threshold relating to layoffs and 
retrenchment in industrial establishments having 300 
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workers from 100 workers or more at present. 
Statement 2 is incorrect: If there are more than one 
registered trade union of workers functioning in an 
establishment, the trade union having more than 51% of 
the workers as members would be recognised as the sole 
negotiating union. 

184. Solution: (a) 
Exp) Option a is correct 
Statement 1 is correct. The Eastern DFC starts at 
Sohnewal (Ludhiana) in Punjab and ends at Dankuni 
in West Bengal. 
Statement 2 is correct. The Western DFC runs from 
Dadri in Uttar Pradesh to JNPT in Mumbai. 
Statement 3 is incorrect. The Western Dedicated 
Freight Corridor (WDFC) is being funded by the Japan 
International Cooperation Agency and the World Bank 
is funding a majority of the Eastern Dedicated Freight 
Corridor (EDFC). 

185. Solution: (d)
Exp) Option d is Correct. 
National Rail Plan aims at 100% electrification of 
Broad Gauges by 2023. It aims to develop adequate rail 
infrastructure by 2030 to cater to projected traffic needs 
up to 2050. It also aims to increase the modal share of 
Railways to 45 per cent in freight traffic and to continue 
to sustain it. 

186. Solution: (a) 
Exp) Option a is correct 
The National Startup Advisory Council was constituted 
to advice the Government on measures needed to build 
a strong startup ecosystem. It will be chaired by the 
Minister for Commerce & Industry. It will include non-
official members to be nominated by the Government 
from various categories like Founders of successful 
startups and Veterans who have grown and scaled 
companies in India. 
The term of the non-official members will be for a 
period of two years or until further orders, whichever 
is earlier. 

187. Solution: (a) 
Exp) Option a is correct. 
National Start-up Advisory Council (NSAC) was 
constituted by the Department for Promotion of Industry 
and Internal Trade (DPIIT) to advice the Government on 
measures needed to build a strong startup ecosystem. It 
will include non-official members to be nominated by 
the Government from various categories like Founders 
of successful startups. 

188. Solution: (b)
Exp) Option b is correct. 
The Khadi and Village Industries Commission is under 
Ministry of Micro, Small and Medium Enterprises. Coir 

Board is under Ministry of Micro, Small and Medium 
Enterprises. The Bureau of Energy Efficiency is under 
Ministry of Power. 

189. Solution: (d)
Exp) Option d is correct. 
Indian Energy Exchange (IEX) is the first and largest 
energy exchange in India providing a nationwide, 
automated trading platform for physical delivery of 
electricity, Renewable Energy Certificates and Energy 
Saving Certificates. It is a publicly listed company with 
both NSE and BSE. It is approved and regulated by Central 
Electricity Regulatory Commission (CERC) and has been 
operating since 2008. 

190. Solution: (d)
Exp) Option d is correct. 
Following key areas are covered in the Electricity (Rights 
of consumers) Rules: 
Rights of consumers and Obligations of Distribution 
licensees 
Release of new connection and modification in existing 
connection 
Metering arrangement 
Billing and Payment 
Disconnection and Reconnection 
Reliability of supply 
Consumer as Prosumer 
Standards of Performance of licensee 
Compensation Mechanism 
Call Centre for Consumer Services 
Grievance redressal mechanism 

191. Solution: (a)
Exp) Option a is correct. 
Pair 1 is correctly matched. Micro units: MSMEs will 
now be called Micro units if they have investments 
upto Rs 1 crore and turnover of less than Rs 5 crore. 
The definition earlier was on investment criteria of up to 
Rs 10 lakh for Service MSMEs earlier and Rs 25 lakh or 
manufacturing. 
Pair 2 is incorrectly matched. Small units: For an MSME 
to be defined as a Small unit, its investment limit has been 
raised from Rs 5 crore to Rs 10 crore with a turnover of 
less than 50 crore. This applies to all MSMEs including the 
Service enterprises which earlier came under investment 
of up to Rs 2 crore. 
Pair 3 is incorrectly matched. Medium units: Enterprises 
with investments up to Rs 20 crore with a turnover of 
less than Rs 100 crore will now be called Medium units. 
Earlier, the investment limit for Medium units was up to 
Rs 10 crore and Service enterprises up to Rs 5 crore. 

192. Solution: (b)
Exp) Option b is correct 
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Statement 1 is incorrect. The company’s amendment act 
2020, removes the penalty, imprisonment for 9 offenses 
which relate to non-compliance with orders of the 
national company law tribunal (NCLT) and reduces the 
amount of fine payable in certain cases. However, there 
will be no relaxation for serious offences, including 
fraud and those that cause injury to public interest. 
Statement 2 is correct. The Act provides to establish 
benches of the National Company Law Appellate 
Tribunal in New Delhi. 
Statement 3 is correct. The Act empowers the central 
government to allow certain classes of public companies 
to list classes of securities in foreign jurisdictions. 

193. Solution: (a)
Exp) Option a is correct 
Statement 1 is correct. Multi-modal logistics park 
(MMLP) is developed under the Bharatmala Pariyojana 
of the Government of India. Bharatmala Pariyojana is an 
umbrella program for the highways sector envisaged by 
the Ministry of Road Transport and Highways. In order 
to reduce congestion on proposed economic corridors, 
enhance logistic efficiency and reduce logistics costs of 
freight movements, 35 locations have been identified for 
development of Multi-Modal Logistics Parks. 
Statement 2 is incorrect. Country’s first Multimodal 
Logistics Park (MMLP) is developed at Jogighopa in 
Assam. It will have direct connectivity with National 
Highway 17, the proposed Jogighopa waterway terminal 
on Brahmaputra, the newly constructed Rupsi and 
Guwahati airports as well as the main railway route. India 
will be able to establish trade with Bangladesh through the 
Jogighopa waterway terminal. 

5.4. Insurance Sector

194. Solution: (b)
Exp) Option b is correct. 
Statement 1 and 2 are correct. Insurance density is 
measured as the ratio of total premium to population 
while Insurance penetration is measured as the ratio of 
total premium to GDP. 
Statement 3 is incorrect. FDI in the insurance sector was 
increased from 26 per cent to 49 per cent in 2015. 
The DPIIT has now notified the government’s decision to 
increase the foreign direct investment (FDI) limit in the 
insurance sector under the automatic route to 75 per cent 
from 49 per cent earlier. 
Statement 4 is incorrect. The Life Insurance Corporation 
of India (LIC), General Insurance Corporation of India 
and The New India Assurance Co have been identified as 
Domestic Systemically Important Insurers (D-SIIs) for 
2020-21 by insurance regulator IRDAI. 
Knowledge Base: 
D-SIIs refer to insurers of such size, market importance 
and domestic and global inter connectedness whose 
distress or failure would cause a significant dislocation 

in the domestic financial system. Thus, the continued 
functioning of D-SIIs is critical for the uninterrupted 
availability of insurance services to the national economy. 
D-SIIs are perceived as insurers that are ‘too big or too 
important to fail’. This perception and the perceived 
expectation of government support may amplify risk 
taking, reduce market discipline, create competitive 
distortions, and increase the possibility of distress in 
future 

195. Solution: (c)
Exp) Option c is correct. 
Only 1, 2 and 3 are correct: The Insurance Regulatory and 
Development Authority of India (IRDAI) has developed 
a methodology for identification and supervision of 
D-SIIs. The parameters under the identification process 
as follows: 
The size of operations in terms of total revenue, including 
premium underwritten and the value of assets under 
management. 
Global activities across more than one jurisdiction. 
Lack of substitutability of their products and/or 
operations. 
Interconnectedness through counterparty exposure and 
macro-economic exposure. 
The outstanding debts/liabilities do not fall into the 
criteria while recognizing D-SIIs. 
D-SIIs are perceived as insurers that are ‘too big or too 
important to fail’ (TBTF). Therefore, they are subject 
to enhanced regulatory supervision. Further, D-SIIs are 
required to: 
Raise the level of corporate governance. 
Identify all relevant risks and promote a sound risk 
management culture. 
Knowledge Base: 
Recently, IRDAI has identified following insurers as 
D-SIIs for 2020-21 - 
Life Insurance Corporation of India 
General Insurance Corporation of India 
The New India Assurance Co. Ltd. 

196. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect: Generally there are there are 
two parties in an insurance transaction – the insured 
(first party) and the insurer (second party). In third-party 
insurance, the first party seeks protection from claims of 
losses and damages by a third party.  
This can be elaborated with an example. Consider the 
owner of a car. He is the first party. Suppose he has 
hit a pedestrian on the road. Now the pedestrian can 
initiate liability charges against the first party. Hence, 
the pedestrian, the beneficiary, is the third party. The 
insurance company will accordingly pay the damages to 
the third party on behalf of the first party. The insurance 
company is the second party. 
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Hence, in a third-party insurance scheme, the first party 
is held responsible for losses and damages, while the third 
party is the beneficiary. Accordingly, the first party seeks 
an insurance cover from the insurance company to cover 
for any future claims of losses and damages. 
Statement 2 is correct: Automobile insurance is one of the 
most common types of third-party insurance.  
Statement 3 is correct: IRDAI has recently withdrawn the 
requirement for compulsory long-term third-party cover 
for four and two-wheelers. This is going to bring down the 
costs of buying automobiles by a significant margin.  

197. Solution: (d)
Exp) Option d is correct. 
Statement 1 is incorrect: Insurance penetration is defined 
as the ratio of premium underwritten in a given year to 
the GDP. It gives a sense of the extent of economy that is 
insured.  
Statement 2 is incorrect: Insurance density is defined as 
the ratio of the premium underwritten in a given year 
to the total population. It gives a sense of the amount of 
insurance purchased per person.  

198. Solution: (b) 
Exp) Option b is correct. 
Statement 1 is incorrect: All commercial banks including 

branches of foreign banks functioning in India, local 
area banks and regional rural banks are insured by the 
DICGC. Primary cooperative societies are not insured 
by the DICGC (Deposit Insurance and Credit Guarantee 
Corporation). 
Statement 2 is correct: The DICGC insures principal 
and interest up to a maximum amount of ` five lakhs. For 
example, if an individual had an account with a principal 
amount of 4,95,000 plus accrued interest of 4,000, the 
total amount insured by the DICGC would be 4,99,000. 
If, however, the principal amount in that account was five 
lakhs, the accrued interest would not be insured. 

199. Solution: (c) 
Exp) Option c is correct. 
Statement 1 is incorrect: IRDAI is an autonomous and 
statutory regulatory body that is responsible for the 
regulation and development of the insurance industry in 
India). It was set up under the IRDAI Act 1999. 
Statement 2 is correct: IRDAI is empowered to adjudicate 
disputes between insurers and intermediaries or insurance 
intermediaries. 
Statement 3 is correct: IRDAI is a strong and autonomous 
regulatory body. It has the powers to investigate, adjudicate 
and impose penalties on insurance companies for non-
compliance of regulations. 
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6.1. Previous Years Questions

1. In terms of economy, the visit by foreign nationals 
to witness the XIX Common Wealth Games in 
India amounted to                    [UPSC CSE Pre. 2011]
(a) Export 
(b) Import 
(c) Production 
(d) Consumption 

2. A “closed economy” is an economy in which 
[UPSC CSE Pre. 2011]

(a) the money supply is fully controlled 
(b) deficit financing takes place 
(c) only exports take place 
(d) neither exports nor imports take place 

3. Both Foreign Direct Investment (FDI) and 
Foreign Institutional Investor (FII) are related 
to investment in a country. Which one of the 
following statements best represents an important 
difference between the two? [UPSC CSE Pre. 2011]
(a) FII helps bring better management skills and 

technology, while FDI only brings in capital 
(b) FII helps in increasing capital availability in 

general, while FDI only targets specific sectors 
(c) FDI flows only into the secondary market, while 

FII targets primary market 
(d) FII is considered to be more stable than FDI 

4. Consider the following actions which the 
Government can take:              [UPSC CSE Pre. 2011]
1. Devaluing the domestic currency. 
2. Reduction in the export subsidy. 
3. Adopting suitable policies which attract greater 

FDI and more funds from FIIs. 
Which of the above action/actions can help in 
reducing the current account deficit? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1 and 3 only 

5. Which of the following would include Foreign 
Direct Investment on India?[UPSC CSE Pre. 2012]
1. Subsidiaries of foreign companies in India 
2. Majority foreign equity holding in Indian 

companies 
3. Companies exclusively financed by foreign 

companies 
4. Portfolio investment 

Select the correct answer using the codes given 
below: 
(a) 1, 2, 3 and 4 
(b) 2 and 4 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 only 

6. Consider the following statement: 
The price of any currency in international market 
is decided by the         [UPSC CSE Pre. 2012]
1. World Bank. 
2. Demand for goods/services provided by the 

country concerned. 
3. Stability of the government of the concerned 

country. 
4. Economic potential of the country in question. 
Select the correct answer using the codes given 
below: 
(a) 1, 2, 3 and 4 
(b) 2 and 3 only 
(c) 3 and 4 only 
(d) 1 and 4 only 

7. The balance of payments of a country is a 
systematic record of   [UPSC CSE Pre. 2013]
(a) all import and transactions of a during a given 

period normally a year 
(b) goods exported from a country during a year 
(c) economic transaction between the government 

of one country to another 
(d) capital movements from one country to another 

8. Which of the following constitute Capital 
Account?  [UPSC CSE Pre. 2013]
1. Foreign Loans 
2. Foreign Direct Investment 
3. Private Remittances 
4. Portfolio Investment 
Select the correct answer using the codes given 
below. 
(a) 1, 2 and 3 only 
(b) 1, 2 and 4 only 
(c) 2, 3 and 4 only 
(d) 1, 3 and 4 only 

9. Which one of the following groups of items is 
included in India’s foreign-exchange reserves? 

[UPSC CSE Pre. 2013]
(a) Foreign-currency assets, Special Drawing Rights 

(SDRs) and loans from foreign countries 
(b) Foreign-currency assets, gold holdings of the 

RBI and SDRs 

INDIAN ECONOMY
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(c) Foreign-currency assets, loans from the World 
Bank and SDRs 

(d) d) Foreign-currency assets, gold holdings of the 
RBI and loans from the World Bank 

10. With reference to Balance of Payments, which of 
the following constitutes/ constitute the Current 
Account?  [UPSC CSE Pre. 2014]
1. Balance of trade 
2. Foreign assets 
3. Balance of invisibles 
4. Special Drawing Rights 
Select the correct answer using the code given below. 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 4 only 

11. Convertibility of rupee implies 
[UPSC CSE Pre. 2015]

(a) being able to convert rupee notes into gold 
(b) allowing the value of rupee to be fixed by market 

forces 
(c) freely permitting the conversion of rupee to 

other currencies and vice versa. 
(d) developing an international market for 

currencies in India. 

12. The problem of international liquidity is related to 
the non availability of  [UPSC CSE Pre. 2015]
(a) goods and services 
(b) gold and silver 
(c) dollars and other hard currencies 
(d) exportable surplus

13. Which of the following best describes the term 
‘import cover’, sometimes seen in the news?

[UPSC CSE Pre. 2016]
(a) It is the ratio of value of imports to the Gross 

Domestic Product of a country. 
(b) It is the total value of imports of a country in a 

year. 
(c) It is the ratio between the value of exports and 

that of imports between two countries. 
(d) It is the number of months of imports that could 

be paid for by a country’s international reserves. 

14. Consider the following statements: 
[UPSC CSE Pre. 2019]

1. Most of India’s external debt is owed by 
governmental entities. 

2. All of India’s external debt is denominated in US 
dollars. 

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 

15. In the context of India, which of the following 
factors is/are contributor/ contributors to 
reducing the risk of a currency crisis? 

[UPSC CSE Pre. 2019]
1. The foreign currency earnings of India’s IT sector 
2. Increasing the government expenditure 
3. Remittances from Indians abroad 
Select the correct answer using the code given below. 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 only 
(d) 1, 2 and 3 

16. If another global financial crisis happens in the 
near future, which of the following action/policies 
are most likely to give some immunity to India? 

[UPSC CSE Pre. 2020]
1. Not depending on short-term foreign 

borrowings 
2. Opening up to more foreign banks 
3. Maintaining full capital account convertibility 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 3 only 
(d) 1, 2 and 3 

17. With reference to the international trade of India 
at present, which of the following statements is/
are correct?  [UPSC CSE Pre. 2020]
1. India’s merchandise exports are less than its 

merchandise imports. 
2. India’s imports of iron and steel, chemicals, 

fertilisers and machinery have decreased in 
recent years. 

3. India’s exports of services are more than its 
imports of services. 

4. India suffers from an overall trade/current 
account deficit. 

Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 2 and 4 only 
(c) 3 only 
(d) 1, 3 and 4 only 

18. Which of the following organizations brings 
out the publication known as ‘World Economic 
Outlook?  [UPSC CSE Pre. 2014]
(a) The International Monetary Fund 
(b) The United Nations Development Programme 
(c) The World Economic Forum 
(d) The World Bank 

19. In the context of which of the following do you 
sometimes find the terms ‘amber box, blue box 
and green box’ in the news? [UPSC CSE Pre. 2016]
(a) WTO affairs 
(b) SAARC affairs 
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(c) UNFCCC affairs 
(d) India-EU negotiations on FTA 

20. With reference to the International Monetary 
and Financial Committee (IMFC), consider the 
following statements:  [UPSC CSE Pre. 2016]
1. IMFC discusses matters of concern affecting the 

global economy, and advises the International 
Monetary Fund (IMF) on the direction of its 
work. 

2. The World Bank participates as observer in 
IMFC’s meetings.

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 

21. With reference to the ‘National Intellectual 
Property Rights Policy’, consider the following 
statements:  [UPSC CSE Pre. 2017]
1. It reiterates India’s commitment to the Doha 

Development Agenda and the TRIPS Agreement. 
2. Department of Industrial Policy and Promotion 

is the nodal agency for regulating intellectual 
property rights in India. 

Which of the above statements is/are correct? 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

22. India enacted the Geographical Indications of 
Goods (Registration and Protection) Act, 1999 in 
order to comply with the obligations to 

[UPSC CSE Pre. 2018]
(a) ILO 
(b) IMF 
(c) UNCTAD 
(d) WTO 

23. “Gold Tranche” (Reserve Tranche) refers to 
[UPSC CSE Pre. 2020]

(a) a loan system of the World Bank 
(b) one of the operations of a Central Bank 
(c) a credit system granted by WTO to its members 
(d) a credit system granted by IMF to its members 

24. With reference to Trade Related Investment 
Measures (TRIMS), which of the following 
statements is/are correct?  UPSC CSE Pre. 2020]
1. Quantitative restrictions on imports by foreign 

investors are prohibited. 
2. They apply to investment measures related to 

trade in both goods and services. 
3. They are not concerned with the regulation of 

foreign investment. 
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 

25. The Multi-dimensional Poverty Index developed 
by Oxford Poverty and Human Development 
Initiative with UNDP support covers which of the 
following?  [UPSC CSE Pre. 2012]
1. Deprivation of education, health, assets and 

services at household level 
2. Purchasing power parity at national level 
3. Extent of budget deficit and GDP growth rate at 

national level 
Select the correct answer using the codes given 
below: 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

26. Which of the following organizations brings 
out the publication known as ‘World Economic 
Outlook?  [UPSC CSE Pre. 2014]
(a) The International Monetary Fund 
(b) The United Nations Development Programme 
(c) The World Economic Forum 
(d) The World Bank 

27. Which of the following is/are the indicator/
indicators used by IFPRI to compute the Global 
Hunger Index Report?  [UPSC CSE Pre. 2016]
1. Undernourishment 
2. Child stunting 
3. Child mortality
Select the correct answer using the code given below. 
(a) 1 only
(b) 2 and 3 only 
(c) 1, 2 and 3
(d) 1 and 3 only 

Practice Questions

6.2. External Sector 

28. Consider the following statements: 
1. Depreciation is a conscious decision by a 

country to lower the value of its currency in a 
fixed exchange rate. 

2. Due to depreciation, there may be an increase in 
aggregate demand and inflation in the economy. 

3. J-curve effect shows the impact of depreciation 
of currency on the trade deficit of the country. 

Which of the statements given above is/are incorrect? 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 only 
(d) 2 and 3 only 
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29. Which of the following are the possible 
consequences of increase in interest rate by US 
Federal Reserve on Indian market? 
1. Inflow of funds in the Indian equities market. 
2. Stronger dollar and weaker rupee. 
3. Makes Indian bonds more attractive for foreign 

portfolio investors. 
Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 only 
(d) 1, 2 and 3 

30. With reference to foreign direct investment (FDI) 
inflows in the last two decades in India, consider 
the following sectors: 
1. Telecommunications 
2. Education 
3. Hotel and Tourism 
4. Drugs & Pharmaceuticals 
Arrange the above sectors in the correct order of FDI 
received, starting from highest to lowest: 
(a) 2-1-4-3 
(b) 1-4-3-2 
(c) 1-2-4-3 
(d) 3-4-1-2 

31. With reference to the Director General of Foreign 
Trade (DGFT), consider the following statements: 
1. It is an attached office under the Ministry of 

Finance. 
2. It has the power to regulate and prohibit the 

export or import of products. 
3. It is responsible for formulating and 

implementing the Foreign Trade Policy. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

32. Which of the following statements is/are correct 
regarding India’s Balance of Payment? 
1. In the balance of payment framework, 

remittances are component of capital transfers. 
2. India’s exports has been consistently declining 

over the past 5 years. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

33. Which of the following may have implications on 
a country’s currency exchange rate? 
1. Imports and exports 
2. Inflation 

3. Foreign investment 
4. Interest rates 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 3 only 
(c) 2, 3 and 4 only 
(d) 1, 2, 3 and 4 

34. In Indian economy when Rupee is appreciated 
compared to Dollars then the possible outcomes 
on Indian economy could be: 
1. Imports will become more expensive 
2. Exports will become less profitable 
3. NRIs repatriating money are now less valuable 
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 

35. With reference to India’s external debt at end of 
March 2021, which of the following statements is/
are correct? 
1. From 2015 onwards the debt service ratio has 

shown a steady increase. 
2. Outstanding debt of both government and non-

government sectors decreased. 
3. Commercial borrowings constitute the largest 

component of external debt. 
Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1 and 3 only 

36. What would be the possible impact on Indian 
economy if India’s external debt in government’s 
total debt increases? 
1. It could lead to downgrading of sovereign credit 

rating. 
2. It will decrease India’s IMF quota. 
3. It will lower the economic growth in short term. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

37. The Reserve Bank of India (RBI) has recently 
introduced a separate channel called the “Fully 
Accessible Route” (FAR) with an objective to: 
(a) It will support foreign portfolio investors to 

undertake long term investments in Indian debt 
markets. 

(b) Allow non-resident Indians to invest in 
government securities without being subjected 
to investment ceilings. 
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(c) Enable foreign portfolio investors to invest in 
Indian Depository receipts. 

(d) Facilitates the buyers or suppliers to take credits 
from overseas banks for the import of capital/
non capital goods. 

38. Which of the following policy actions can be 
considered as a move towards ‘Capital Account 
Convertibility’ in India’s Balance of Payment 
system? 
1. Increasing the foreign portfolio investment 

limits in the Indian debt markets. 
2. Easing of the external commercial borrowing 

framework. 
3. Liberalized Foreign Direct Investment 
4. Limiting NRI’s investment in G-sec 
Select the correct answer using the codes given 
below: 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1, 2, and 3 only 
(d) 1, 2, 3 and 4 

39. Which of the following statements define the term 
Flying geese model? 
(a) It describes the breakdown of a local economy 

due to international economic crisis. 
(b) It describes the increase in output due to growth 

in the factors of production. 
(c) It postulates that, the relations between the 

developed and the developing economies, could 
be beneficial to all. 

(d) It describes the relation between increasing 
participation in global value chains and 
corresponding decrease in poverty. 

40. Which of the following statement is incorrect 
about the inverted duty structure? 
(a) Free trade agreements/ regional trade agreements 

may create inverted duty structure. 
(b) It makes the goods manufactured by domestic 

industry uncompetitive against the imported 
finished goods. 

(c) It discourages domestic value addition. 
(d) It is created solely because of basic custom duty. 

41. Which of the following may give a push to 
Protectionism in an economy? 
1. Make rules and regulation which can make it 

difficult for foreign producers to obtain license. 
2. Increase the export price through revaluation of 

currency. 
3. Implementation of Anti-dumping policies. 
Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

42. With reference to the key terms associated with 
the World Trade Organization (WTO), consider 
the following: 
1. Special Safeguard Mechanism (SSM) refers 

to an option available for countries to impose 
additional temporary duties on imports when 
there is a surge in imports at a lower price. 

2. Green box subsidies in agriculture refers to the 
trade-distorting government subsidies and need 
to be curbed at any cost. 

3. Peace Clause is invoked by India to justify 
the MSP regime for National Food Security 
Programme. 

4. De Minimus refers to the minimum level 
prescribed towards product-specific and non-
product-specific agricultural subsides. 

Which of the statements given above are correct? 
(a) 1, 2 and 4 only 
(b) 1, 3 and 4 only 
(c) 2, 3 and 4 only 
(d) 1, 2, 3 and 4 

43. Consider the following statements in the context 
of India’s trade: 
1. USA replaced China as the top trading partner 

of India amid COVID-19 restrictions. 
2. Petroleum products is the largest part of India’s 

exports. 
3. China is the largest export destination of India. 
Which of the statements given above is/are correct? 
(a) 2 only 
(b) 1 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

44. In the context of India’s balance of payments 
(BoP), consider the following statements: 
1. Current Account of the BoP includes exports 

and imports of both goods and services. 
2. Since 1991, India has never reported a current 

account surplus. 
3. The USA has been the largest annual trade 

partner of India during the last five years. 
4. The invisibles in the Current Account comprises 

income receipts like interest, dividend and profit. 
Which of the statements given above are correct? 
(a) 1, 2 and 4 only 
(b) 1 and 4 only 
(c) 2 and 3 only 
(d) 1, 2, 3 and 4 

45. With reference to the Remission of Duties and 
Taxes on Export Products (RoDTEP) scheme, 
consider the following statements: 
1. It is administered by the Department of Revenue 

under Ministry of Finance. 
2. It reimburses electricity duties and VAT on the 

fuel used for transportation of export products. 
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3. It is exclusively for pharmaceuticals and textiles 
sectors. 

Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

46. What are the reasons for the rise in FDI inflows in 
India during 2020-21? 
1. Robust investment through acquisition in 

information and communications technology 
sector. 

2. Investment in technology infrastructure coupled 
with its vast young talent base. 

3. Visible commitment to digitize its economy. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

47. Consider the following statements with respect to 
International Bullion Exchange: 
1. All the bullion imports for domestic 

consumption shall be channelized through this 
exchange. 

2. Recently pilot run of this exchange was 
conducted by Securities and Exchange Board of 
India (SEBI). 

3. In bullion market buyers and sellers trade gold 
and silver as well as associated derivatives. 

Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

48. Consider the following statements: 
1. Washington Consensus emphasizes an 

expansion of market forces in the economy. 
2. Beijing Consensus is the political and economic 

policies of China that began to be instituted by 
Deng Xiaoping in 1976. 

3. Santiago Consensus provides the ‘Third World’ 
view on the role of state in the economy. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

49. Consider the following statements: 
1. Remittances to India saw an increase in the year 

2020. 
2. The highest FDI equity flow in India in 2020 was 

from Singapore. 
3. The service sector received the highest FDI 

equity flow in India in the year 2020. 

Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

50. Consider the following statements: 
1. Liberalization aims at minimizing the roles 

and functions of the government and opening 
various sectors in the economy. 

2. Disinvestment means sale or liquidation of 
assets by the government. 

3. Privatization covers disinvestment but 
disinvestment may or may not cover 
privatization.

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 only 
(c) 3 only 
(d) 1, 2 and 3 

51. “Temasek model”, often seen in the news is related 
to: 
(a) Disinvestment 
(b) Free Trade Agreement 
(c) Deficit Financing 
(d) Gender Budgeting 

52. Indian forex reserve has reached an all time high 
up to 580 billion USD. With respect to foreign 
currency management in India which of the 
following statement is/are correct? 
1. Foreign Exchange Management Act (FEMA) 

gives Reserve Bank of India (RBI) the authority 
for the management of foreign currency. 

2. Under the Minimum Reserve System, RBI has 
to maintain a minimum reserve of 2000 crore in 
foreign currencies. 

3. India follows a flexible exchange rate where 
exchange rate is solely based on market forces. 

Select the correct answer using the code given below 
(a) 1 only 
(b) 1 and 2 only 
(c) 3 only 
(d) 1, 2 and 3 

53. Which of the following is issued by an 
international financial institution to foreign 
companies/investors who wants to invest in a 
domestic company in India? 
(a) Indian Depositary Receipts 
(b) Commercial Paper 
(c) Global Depositary Receipts 
(d) Preference Shares 

54. With reference to managed floating, consider the 
following statements: 
1. It is a mixture of flexible and fixed rate system 

also known as ‘dirty floating’. 
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2. The national governments intervene to buy and 
sell foreign currencies to moderate exchange rate 
movements. 

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 

55. Consider the following statements regarding 
Foreign investment in India: 
1. Foreign Institutional Investor (FII) is an 

institution established or incorporated outside 
India which proposes to make investment in 
securities in India. 

2. When an investor has a stake of more than 10 % 
in an enterprise, it is construed as Foreign Direct 
Investment (FDI). 

3. The Foreign Direct Investment flow is considered 
to be more stable than Foreign Institutional 
Investment.

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 

56. With reference to Participatory Notes, which of 
the following statements is/are correct? 
1. They are issued by registered Foreign Portfolio 

Investors (FPIs) to unregistered overseas 
investors. 

2. In India, investments through participatory 
notes are more in equities than debts. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

57. With reference to the Foreign Direct Investment, 
consider the following: 
1. FDI is only an unassertive investment in the 

securities of a foreign nation like bonds and 
stocks. 

2. FDI is an ownership in a commercial enterprise 
located in a country by an entity based out of 
another country. 

3. FDI includes mergers and acquisitions, intra-
company loans and reinvesting profits from 
foreign operations. 

Which among the above can be called as FDI? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

58. With reference to the effect of India’s Sovereign 
Credit Rating Downgrades, consider the following 
statements: 
1. Decline in sovereign credit rating changes has 

caused an adverse impact on Sensex return, 
foreign exchange rate and yield on government 
securities. 

2. Downgrading (or upgrading) sovereign debt 
below (or above) investment-grade may have a 
drastic impact on prices of debt instruments. 

3. Commercial banks downgraded to sub 
investment grades will find it costly to issue 
internationally recognized letters of credit for 
domestic exporters and importers. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

59. Consider the following statements: 
1. Most of India’s external debt is owed by 

governmental entities. 
2. All of India’s external debt is denominated in US 

dollars. 
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 

60. Which one of the following best describes the 
purpose of a ‘Credit Default Swap’? 
(a) Mitigation of risk associated with a fixed or a 

floating interest rate regime 
(b) Mitigation of risk associated with volatility in 

currency markets 
(c) Securing a price hedge against variations in 

commodity prices 
(d) Insurance against possible non-repayment of 

principal/interest 

61. With reference to the methods of regulating 
exchange rates of world currencies, consider the 
following statements: 
1. In a fixed exchange rate system, central banks 

intervene in the foreign currency market to 
moderate exchange rate movements. 

2. In a floating exchange rate system, the exchange 
rate is determined by the forces of market 
demand and supply. 

3. In a managed float system, the exchange rate is 
set by government decisions and maintained by 
government actions. 

Which of the statements given above is/are correct? 
(a) 2 only 
(b) 1 and 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 
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62. Consider the following statements: 
1. Depreciation is when there is a fall in the value 

of the currency relative to other currencies in a 
floating exchange rate system. 

2. Devaluation is a conscious decision of the 
government to strengthen the currency relative 
to other currencies. 

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 

63. With reference to Balance of Payments (BOP), 
consider the following statements: 
1. BOP is the record of all economic transactions 

in goods, services and assets of the country with 
the rest of the world for a specific time period. 

2. Net capital inflow is the only way for a country to 
finance its current account deficit. 

3. A surplus BOP is recorded as a reduction in the 
forex reserves of a country. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) 1 and 2 only 
(d) 1 and 3 only 

64. Current and Capital account convertibility of the 
Indian rupee implies: 
1. Capital Account Convertibility includes freedom 

to convert currencies to make unilateral transfers 
and to pay dividends. 

2. Current account convertibility exists for Non-
Resident Indians (NRIs) for undertaking 
portfolio investments in India. 

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 

65. With reference to indicators of external 
competitiveness, consider the following 
statements: 
1. The Nominal Effective Exchange Rate (NEER) 

is the weighted average of the bilateral nominal 
exchange rates of the home currency in terms of 
foreign currencies. 

2. The Real Effective Exchange Rate (REER) is the 
weighted average of nominal exchange rates 
adjusted for relative price differential between 
the domestic and foreign countries. 

3. While the rate of inflation is adjusted in NEER, it 
is left unadjusted in the REER. 

Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

66. Consider the following pairs: 

Type of Currency Meaning 
1. Hard Currency Currency issued with the 

backing of gold or other 
very credible assets. 

2. Soft Currency It is just paper currency 
backed by government 
bonds. 

3. Hot Currency It is the term for the 
Forex market and is the 
temporary name for any 
Hard currency. 

4. Heated- 
Currency 

Domestic currency which 
is under pressure of 
depreciation due to a hard 
currency. 

Which of the pairs given above are correctly 
matched? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 and 4 only 
(d) 1 and 4 only 

67. Consider the following statements regarding 
‘Most Favoured Nation’ (MFN) clause of WTO: 
1. It stipulates that member country cannot 

discriminate between their trading partners. 
2. MFN is applicable to trade in goods only and 

services are not governed under MFN clause. 
3. Free Trade Agreements are allowed as exceptions 

from MFN category under WTO regime. 
Which of the above given statements is/are correct? 
(a) 1 only 
(b) 2 and 3 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 

68. Which of the following correctly describes the 
General Anti-Avoidance Rules? 
(a) The rules are used by the lower courts to avoid 

exceeding their jurisdiction. 
(b) It deals with the import of foreign goods which 

are priced below in the domestic market. 
(c) These are a set of rules which are used to prevent 

tax evasion by the companies. 
(d) These are rules under Competition act, 2002 

to prevent companies from following anti-
competitive practices. 

69. Consider the following statements: 
1. Merchandise Export from India Scheme (MEIS) 

allows duty free exports from India. 
2. The main objective of Advance Authorization 

scheme (AAS) was to enhance imports of 
notified goods. 

Which of the statements given above is/are correct? 
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(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

70. Consider the following statements regarding the 
Bilateral Investment Treaty (BIT): 
1. It is a free trade agreement between two countries 

for eliminating the tariffs. 
2. First BIT was signed between the Pakistan and 

Germany. 
3. India has BIT with all neighbors except China 

and Pakistan. 
Which of the statements given above is/are incorrect? 
(a) 1 and 3 only 
(b) 2 only 
(c) 1 and 2 only 
(d) 1, 2 and 3 

71. Which one of the following statements is correct 
regarding the J curve effect? 
(a) It is the graphical representation between 

inflation and employment. 
(b) It shows the impact of depreciation of currency 

on the trade deficit of a country. 
(c) It shows the impact of changes in tax rate on the 

total revenue collection. 
(d) It shows the recovery of an economy after the 

event of war or pandemic. 

72. Consider the following statements: 
1. Most of India’s existing Free Trade Agreements 

are with Asian countries. 
2. Indian exports to Japan and South Korea 

increased more than India’s imports from 
these countries, after the signing of Free Trade 
Agreements with them. 

3. India’s trade surplus has increased greatly with 
ASEAN countries after the signing of FTA. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) 1 and 3 only 
(d) 2 and 3 only 

73. With reference to India’s Foreign Trade Policy 
(FTP), which of the following statements is/are 
correct? 
1. Under FTP 2015-20, the target of doubling the 

exports was achieved in mid-2019, almost a year 
well in advance. 

2. The FTP for five years (2021-26) coming into 
effect on April 1, 2021 will launch the District 
Export Hubs (DEH) which would implement 
District Export Plans (DEP) specific to each 
district. 

Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 

(c) Both 1 and 2 
(d) Neither 1 nor 2 

74. Consider the following statements: 
1. Regional Comprehensive Economic Partnership 

(RCEP) is the world’s biggest trade deal in terms 
of GDP. 

2. India has trade deficit with more than two-third 
of the RCEP countries. 

3. Less than half of the ASEAN countries must 
ratify RCEP for it to come into force. 

Which of the statements given above is/are correct? 
(a) 3 only 
(b) 2 only 
(c) 1 and 2 only 
(d) All of the above 

75. Which of the following best describes the term 
‘Term of Trade’, Sometimes seen in the news? 
(a) It is a ratio between country’s export prices and 

its import prices. 
(b) It is a ratio of value of imports to the gross 

domestic product of a country. 
(c) It is a ratio of value of exports to the gross 

domestic product of a country. 
(d) It is a ratio between country’s import prices and 

its export prices. 

76. India has trade surplus with which of the following 
countries: 
1. USA 
2. UAE 
3. UK 
4. Switzerland 
Select the correct answer using the code given below. 
(a) 1, 2 and 3 only 
(b) 1 and 3 only 
(c) 1, 2 and 4 only 
(d) All of the above 

77. Among the following, which country is the largest 
exporter of Wheat in the world? 
(a) India 
(b) Russia 
(c) United States of America 
(d) China 

78. Consider the following statement. 
1. India has been a net exporter of agricultural 

products since the economic reforms began in 
1991. 

2. The share of marine products in total agricultural 
export value has remained the largest over the 
period of last 6 years (2015-20). 

Select the correct answer using the code given below 
(a) 1 Only 
(b) 2 Only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 
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79. With reference to Financial Year 2020/2021, 
consider the following statements: 
1. India’s overall merchandise exports was having 

negative growth. 
2. India’s overall exports from Agriculture and 

allied activities was in negative zone. 
Which of the following statement is/are not correct? 
(a) 1 Only 
(b) 2 Only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

80. Which of the following country is currently the 
highest source of FDI to India? 
(a) Singapore 
(b) Mauritius 
(c) USA 
(d) Netherlands 

81. Arrange the following countries in terms of 
remittances received in decreasing order. 
1. India 
2. Arab republic of Egypt 
3. China 
4. Mexico 
5. 5. Philippines 
Select the correct answer using the code given below. 
(a) 1-3-4-5-2 
(b) 3-1-5-4-3 
(c) 3-1-4-5-2 
(d) 1-3-2-4-5 

82. Consider the following group of items- 
1. Foreign currency Assets 
2. SDRs 
3. Gold 
4. Reserve Tranche position in IMF 
Arrange in correct sequence, these assets’ availability 
in India’s foreign exchange reserve in decreasing 
order. 
(a) 3-1-2-4 
(b) 1-3-2-4 
(c) 1-3-4-2 
(d) 1-4-3-2 

83. With reference to the forex swap done by RBI, 
consider the following statements: 
1. It is aimed at improving domestic liquidity. 
2. Banks shall sell U.S. dollars to the RBI and agree 

to buy the same amount back in Indian Rupees 
at the end of the swap period. 

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 

84. Consider the following currencies: 
1. US Dollar 
2. Euro 
3. Chinese Yuan 
4. Japanese Yen 
5. Pound Sterling 
Arrange the currencies in terms of weights assigned 
to each currency in the SDR basket in decreasing 
order. 
(a) 1-2-5-4-3 
(b) 1-2-5-3-4 
(c) 1-2-3-4-5 
(d) 1-2-4-3-5 

85. In which of the following sectors External 
Commercial Borrowing (ECB) proceeds cannot 
be utilised? 
1. Real estate activities. 
2. Investment in the capital market. 
3. Equity investment 
Choose the correct answer using the code given 
below: 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 and 3 only
(d) 1, 2 and 3 

86. Which of the following best describes the main 
objective of ‘ICEDASH’? 
(a) Ease of Doing Business monitoring dashboard of 

the Indian Customs helping public see the daily 
Customs clearance times of import cargo 

(b) Easy to use mobile app for international travellers 
to file the Customs declaration in advance. 

(c) Facility for Importers & Exporters for self 
e-filing of documentations, e-payments and Real 
Time Tracking and Query Status. 

(d) Integrated Web form of various ministries and 
departments, saving as many procedures, time 
and cost for Starting a Business in India. 

87. Consider the following statements regarding the 
Global Innovation & Technology Alliance (GITA): 
1. It has been launched by the European Union. 
2. GITA extends financial support in form of Grants 

to promote industrial R&D and Innovation. 
Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) c) Both 1 and 2 
(d) d) Neither 1 nor 2 

88. Consider the following statements regarding the 
Partners in Population and Development (PPD): 
1. It aims to improve South-South collaboration in 

the fields of family planning and reproductive 
health, population and development. 

2. India and China both are members of PPD. 
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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 

89. Which of the following interconnected set of 
events triggered the Balance of Payment crisis in 
India in 1991? 
1. Higher oil prices due to Gulf War. 
2. Sharp decline in private remittance from Indian 

workers. 
3. Weak foreign exchange reserves. 
Select the correct answer using the code given below 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

90. Which of the following statements is/are incorrect 
with respect to the effects of economic policy of 
1991? 
1. Rupee was revalued which led to increased 

inflow of foreign exchange. 
2. The policy promoted foreign investment 

by starting the practice of Foreign Direct 
Investment. 

Select the correct answer using the code given below 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

91. If Foreign Direct Investment (FDI) flow in a 
country increases, which of the following will be 
the effects of this increase? 
1. Increase in exports 
2. Decreased production of Industrial Sector 
3. Decrease in National Income 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

92. With regard to the Singapore Convention on 
Mediation, consider the following statements: 
1. It was supported by the ASEAN States and has 

been signed by 10 members. 
2. It will help to advance international trade and 

commerce. 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 2 only 
(c) Both 1 and 2 
(d) Neither 1 nor 2 

93. Which of the following statements is/are correct 
regarding Gold reserves? 

1. India is the world’s largest consumer of gold. 
2. The U.S. tops the list with gold reserves, followed 

by China. 
3. France has more reserves of the precious metal 

when compared to India. 
Choose the correct answer, using the code given 
below: 
(a) 1 only 
(b) 1 and 2 only 
(c) 1 and 3 only 
(d) 2 and 3 only  

94. In the context of international trade, which of 
the statements given below is incorrect regarding 
Most-Favoured-Nation (MFN) treatment? 
(a) The countries cannot normally discriminate 

between their trading partners. 
(b) If a special favour is granted to one country, then 

the same applies for all other WTO members. 
(c) Developed countries cannot give developing 

countries special access to their markets. 
(d) Countries can set up a free trade agreement that 

applies only to goods traded within the group. 

95. Consider the following statements regarding 
London Interbank Offered Rate (LIBOR): 
1. It serves as a reference rate at which financial 

instruments can contract upon to establish the 
terms of agreement. 

2. Its linked exposure is limited to private sector in 
Indian context. 

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 

96. With reference to ‘Information technology 
Agreement’ consider the following statement: 
1. It is an agreement under UNCTAD Framework. 
2. It requires each participant to eliminate and bind 

customs at zero for all products specified in the 
agreement. 

3. ITA covers a large number of high technology 
products. 

Which of the above statements is/are correct? 
(a) 1 Only 
(b) 3 Only 
(c) 1 and 3 Only 
(d) 2 and 3 Only 

97. With reference to ‘Chiang Mai Initiative’, consider 
the following statements. 
1. It was the first regional currency swap 

arrangement launched by the ASEAN+3 
countries. 

2. It was launched in the aftermath of Great 
Recession of 2008. 
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3. The mechanism became the Chiang Mai 
Initiative Multilateralism (CMIM) in 2020, after 
the region was hit once again by corona crisis 

Which of the above statements is/are correct? 
(a) 1 only 
(b) 2 only 
(c) 3 only 
(d) 2 and 3 only 

98. Which one of the following statements given 
below best describe the term “Harmonized System 
of Nomenclature code”? 
(a) a) It is a machine learning language developed 

by Google Inc in collaboration with Infosys. 
(b) b) It is an international nomenclature for the 

classification of products. 
(c) c) It is a genetic code to help ascertain uniformity 

in the classification of protein. 
(d) d) It is mathematical model developed to get 

better results in forecasting weather related 
services. 

99. ‘Hong Kong International convention’ is related to 
which of the following: 
(a) Safe and environmentally sound recycling of 

ships. 
(b) Prevention of human-trafficking. 
(c) Promotion of democracy. 
(d) To end discrimination against women and the 

girl child. 

100. Consider the following statements regarding “E9 
Partnership”: 
1. It is aimed towards accelerating and scaling up 

digital learning in the education system. 
2. It is launched at the UNESCO’s Education For 

All (EFA) Summit in New Delhi in 1993. 
3.  E9 Forum serves as a platform for the countries 

to discuss their experiences related to education 
and exchange best practices. 

Which of the following 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 

6.3. International Institutions

101. With reference to Bretton woods institutions, 
which of the following statements is/are correct? 
1. IMF (International Monetary Fund) facilitates 

the balanced growth of international trade. 
2. World Bank aims to reduce poverty. 
3. IMF provides policy advice to governments and 

Central Banks based on analysis of economic 
trends. 

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 

102. With reference to International Monetary Fund 
(IMF), consider the following statements: 
1. It oversees the international monetary system 

and monitors the economic and financial 
policies of its member countries. 

2. It provides loans to countries experiencing 
balance of payments problems. 

3. It has primary responsibility for developing 
worldwide standards for Anti Money Laundering 
(AML) and combating the financing of terrorism 
(CFT). 

Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

103. Consider the following statements with respect 
to World Bank and International Monetary Fund 
(IMF): 
1. While the IMF acts as a monitor of the currencies 

of member countries, the World Bank aims to 
reduce poverty around the world. 

2. Unlike World Bank loans, IMF loans are 
conditional upon adjustment to economic 
policies. 

3. The admission of a member to IMF is not 
possible if it is not a member of the World Bank. 

4. While IMF loans are funded mainly by the 
quota contributions of its members, the World 
Bank assistance is funded mainly through bond 
issuance. 

Which of the statements given above is/are correct? 
(a) 1 and 3 only 
(b) 1, 2 and 4 only 
(c) 2, 3 and 4 only 
(d) 1, 2, 3 and 4 

104. With reference to Financial Action Task Force 
(FATF), consider the following statements: 
1. The FATF was established in 2008 by G-20, 

to prevent organized crime, corruption and 
terrorism. 

2. The FATF blacklist is a list of countries that the 
organisation considers non-cooperative in the 
global effort to combat money laundering and 
the financing of terrorism. 

3. Presently, North Korea is the only country on the 
FATF black list. 

Which of the statements given above is/are correct? 
(a) 2 only 
(b) 1 and 2 only 
(c) 1 and 3 only 
(d) 1, 2 and 3 
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105. Consider the following statements: 
1. The Reserve Tranche is a segment of an 

International Monetary Fund member country’s 
quota that is accessible with fees and economic 
reform conditions. 

2. Special drawing rights (SDR) are an artificial 
currency instrument created by the International 
Monetary Fund. 

3. The value of the SDR is calculated from a 
weighted basket of major currencies. 

Which of the statements given above is/are incorrect? 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

106. Consider the following statements regarding 
Compulsory Licensing: 
1. The special Compulsory license allows for export 

of medicines. 
2. It allows to use or make a particular product 

which has been patented but does not allow to 
sell it. 

3. Upon granting the compulsory licensing to third 
parties, the patent owner losses all rights over 
the patent. 

Which of the statements given above is/are 
incorrect? 
(a) 1 only 
(b) 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 only 

107. With reference to ‘Compulsory Licensing’, 
consider the following statements: 
1. It allows an applicant to produce a patented 

product without the consent of the patent owner. 
2. It is included in the WTO’s Trade-Related Aspects 

of Intellectual Property Rights Agreement. 
3. Indian laws do not allow the grant of Compulsory 

licensing. 
Which of the statements given above is/are correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

108. Global Survey on Digital and Sustainable Trade 
Facilitation is conducted by which of the following 
agency? 
(a) World Economic Forum (WEF) 
(b) United Nation’s Economic and Social 

Commission for Asia Pacific (UNESCAP) 
(c) United Nations Conference on Trade and 

Development (UNCTAD) 
(d) World Trade Organization (WTO) 

109. The Global Infrastructure Facility is a/an 
(a) ASEAN initiative to upgrade infrastructure 

in Asia and financed by credit from the Asian 
Development Bank. 

(b) World Bank collaboration that facilitates 
the preparation and structuring of complex 
infrastructure Public-Private Partnerships 
(PPPs) to enable mobilization of private sector 
and institutional investor capital. 

(c) Collaboration among the major banks of the 
world working with the OECD and focused 
on expanding the set of infrastructure projects 
that have the potential to mobilize private 
investment. 

(d) UNCTAD funded initiative that seeks to finance 
and facilitate infrastructure development in the 
world. 

110. Global Social Mobility Index is published by 
which of the following organization? 
(a) World Bank 
(b) International Monetary Fund 
(c) United Nations Development Programme 
(d) World Economic Forum 

111. Human Capital Index is published by 
(a) World Economic Forum 
(b) World Bank 
(c) International Monetary Fund 
(d) International Labour Organization 

112. India’s ranking in the ‘Ease of Doing Business 
Index’ is sometimes seen in the news. Which of the 
following has declared that ranking? 
(a) Organization for Economic Cooperation and 

Development (OECD) 
(b) World Economic Forum 
(c) World Bank 
(d) World Trade Organization (WTO) 

113. Which of the following organizations were 
established as a result of the Bretton Woods 
Conference? 
1. International Bank for Reconstruction and 

Development 
2. World Trade Organization 
3. International Monetary Fund 
Select the correct answer using the code given below: 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

114. With reference to a grouping of countries known 
as BRICS, consider the following statements: 
1. The First Summit of BRICS was held in Rio de 

Janeiro in 2009. 
2. South Africa was the last to join the BRICS 

grouping. 
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 
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115. Consider the following organizations of the World 
Bank Group: 
1. International Development Association (IDA) 
2. Multilateral Investment Guarantee Agency 

(MIGA) 
3. International Bank for Reconstruction and 

Development (IBRD) 
4. International Centre for Settlement of 

Investment Disputes (ICSID) 
5. International Finance Corporation (IFC) 
India is not a member of which of the organization/s 
given above? 
(a) 2 only 
(b) 4 only 
(c) 1 and 3 only 
(d) 2 and 5 only 

116. In the context of the affairs of which of the 
following is the phrase “Special Safeguard 
Mechanisms” mentioned in the news frequently? 
(a) United Nations Environment Programme 
(b) World Trade Organization 
(c) ASEAN-India Free 
(d) G-20 Summits 

117. Consider the following statements regarding 
dispute settlement process of the World Trade 
Organization (WTO): 
1. The General Council of the WTO consists of all 

the members of the WTO. 
2. There is no mechanism for an appeal on the 

decision given by the panel set up by the Dispute 
Settlement body. 

3. All the disputes must be settled within one year 
of first hearing. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

118. Which of the following statements is/are correct 
regarding G-7 and G-20? 
1. G-7 was formed in response to Asian-financial 

crisis of 1970s while G-20 was formed in 
response to the first oil crisis in 1973. 

2. G-7 represents nearly 50% of global GDP while 
G-20 represents 85% of global GDP 

3. All the members of G-7 are included in G-20. 
Select the correct answer using the code given below: 
(a) 1, 2 and 3 
(b) 1 and 2 only 
(c) 1 and 3 only 
(d) 2 and 3 only 

119. In the context of the World Trade Organization, 
consider the following statements: 
1. It is the only international organization dealing 

with the rules of trade between countries. 

2. It is a specialized agency of the UN to deal with 
all trade matters. 

3. It grants developing country status in accordance 
with the set criteria. 

Which of the statements given above is/are correct? 
(a) 1 only 
(b) 1 and 2 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

120. With reference to the BRICS initiatives, consider 
the following statements: 
1. The Contingent Reserve Arrangement provides 

long-term liquidity to members to manage BOP 
crisis situation. 

2. The New Development Bank was established 
under Fortaleza declaration to mobilize 
resources. 

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 

121. Consider the following statements about the New 
Development Bank: 
1. It enjoys observer status in the United Nations 

General Assembly. 
2. It supports both public and private sector 

projects. 
3. All members enjoy equal rights in its consultative 

mechanisms. 
Which statements given above is/are correct? 
(a) 1 and 2 only 
(b) 2 and 3 only 
(c) 3 only 
(d) 1, 2 and 3 

122. Regarding the Asian Infrastructure Investment 
Bank, which of the following statements is/are 
correct? 
1. Japan is the largest shareholder of AIIB. 
2. Its membership is open to all the members of 

World Bank. 
3. The President of AIIB is elected for a term of five 

years 
Select the correct answer using the code given below: 
(a) 1 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

123. Which of the following is/are covered under the 
Trade Facilitation Agreement of World Trade 
Organization? 
1. Lowering import tariffs 
2. Developed countries to abolish hard import 

quotas on agricultural products from developing 
ones. 



Workbook197

INDIAN ECONOMY

3. Reform custom bureaucracy 
4. Preferential rules of origin for least-developed 

countries 
Select the correct answer using the code given below: 
(a) 2 and 3 only 
(b) 1, 3 and 4 only 
(c) 2, 3 and 4 only 
(d) 1, 2, 3 and 4 

124. Consider the following statements 
1. It is known as the private arm of the World Bank. 
2. It was set up in 1956. 
3. In recent past, there has been a great upsurge 

in the private investments in India by this 
organization. 

Which of the option best suits the above statements? 
(a) The International Finance Corporation (IFC) 
(b) The Multilateral Investment Guarantee Agency 

(MIGA) 
(c) The International Bank for Reconstruction and 

Development. 
(d) None of the above 

125. Inclusive Development Index is released by: 
(a) World Economic Forum 
(b) United Nations development Program 
(c) NITI Aayog 
(d) OECD 

126. The World Happiness Report is published by the 
(a) Sustainable Development Solutions Network 
(b) United Nations Educational, Scientific and 

Cultural Organization 
(c) Asian Development Bank 
(d) World Economic Forum 

127. With reference to the Organization for Economic 
Co-operation and Development (OECD), consider 
the following statements: 
1. It aims to create jobs, foster strong education and 

fighting international tax evasion. 
2. It works to find solutions to a range of social, 

economic and environmental challenges. 
3. It is headquartered in Paris. 
4. India is a full-time member of the organization. 
Which of the statements given above are correct? 
(a) 1 and 2 only 
(b) 1, 2 and 3 only 
(c) 2, 3 and 4 only 
(d) 1, 3 and 4 only 

128. With respect to ‘New Development Bank’, consider 
the following statements- 
1. It’s headquartered in Beijing, China. 
2. Each member’s voting power is based on their 

unequal share capital. 
3. It was founded at 6th BRICS Summit in 

Fortaleza, Brazil in 2014. 

4. All members of the United Nations could be 
members of the bank. 

Which of the above given statements is/are incorrect? 
(a) 1, 2 and 3 only 
(b) 1 and 2 only 
(c) 1 and 3 only 
(d) 1, 2, 3 and 4 

129. With reference to ‘Bank of international 
settlement’, consider the following statement. 
1. It was established after the World War II, to 

promote global monetary and financial stability 
through the coordination of global central 
banks. 

2. Bank of international settlement’ is owned by 
more than 100 central banks, accounting for 
about 95% of world GDP. 

3. Its head office is in Basel, Switzerland 
Select the correct answer using the code given below. 
(a) 2 and 3 only 
(b) 1 and 2 only 
(c) 3 only 
(d) 1 and 3 only 

130. Which financial institutions were established as 
‘Bretton woods twins’ after the World War II? 
1. International Monetary Fund 
2. World Bank 
3. European Investment Bank 
4. European Bank for Reconstruction and 

Development 
Select the correct answer using the code given below. 
(a) 1 and 2 only 
(b) 3 and 4 only 
(c) 1 and 4 only 
(d) 2 and 3 only 

131. The ‘Great reset’, recently seen in news, is an 
initiative started by which of the following 
organizations? 
(a) World Economic Forum 
(b) International Monetary Fund 
(c) United Nations Development Programme 
(d) World Bank 

132. Which one of the following issues the ‘The Trade & 
Development Report’ periodically? 
(a) World trade organization. 
(b) United Nations Conference on Trade and 

Development. 
(c) United Nations Economic and Social Council. 
(d) International Monetary Fund. 

133. Which of the following organizations publish the 
‘World Rule of Law Index’? 
(a) World Bank 
(b) World Economic Forum 
(c) World Justice Project 
(d) International Monetary Fund 
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134. ‘Levels and Trends in Child Mortality Report’ is 
prepared by the 
(a) UN Inter-agency Group 
(b) United Nations Population Fund (UNFPA) 
(c) Sustainable Development Solutions Network 
(d) United Nations Educational, Scientific and 

Cultural Organization (UNESCO) 

135. The World Trade Report 2020 has been released 
by: 
(a) World Trade Organization 
(b) World Economic Forum 
(c) World Bank 
(d) ASEAN 

136. With reference to EASE (Enhanced Access and 
Service Excellence) Reform Index, consider the 
following statements: 
1. It is prepared by the Indian Banking Association 

in association with the Boston Consulting Group 
2. It is a framework adopted to strengthen public 

sector banks and rank them on metrics. 
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 

137. Which of the following statements is/are correct 
with reference to SDG India Index 2019? 
1. NITI Aayog acts as the nodal institution at the 

national and subnational levels. 
2. SDG India Index spans across 16 out of 17 

Sustainable Development Goals. 
3. It tracks the progress of all States and UTs on 

100 indicators from the National Indicator 
Framework (NIF). 

Select 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 

138. Consider the following statements regarding the 
India Justice Report 2020: 
1. It has been published by the Department of 

Justice, Ministry of Law and Justice. 
2. Women comprise less than one third of the total 

Judges in India. 
3. Maharasthra is the top ranked state on delivery 

of justice to people among large and midsized 
states of India. 

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) All of the above 

139. Consider the following statements regarding 
Global Hunger Index 2020: 
1. The Global Hunger Index is published by the 

Food and Agriculture Organization. 
2. Global Hunger Index comprehensively measures 

and tracks hunger at the global, national and 
regional levels. 

3. More than three-fourth of the countries ranked 
better than India. 

Which of the above statements given above is/are 
correct? 
(a) 1 and 2 only 
(b) 1 and 3 only 
(c) 2 and 3 only 
(d) 1, 2 and 3 

140. Which of the following organizations publishes 
the Logistics performance Index? 
(a) World Bank 
(b) World Economic Forum 
(c) UN Development Programme 
(d) IMF 

141. Which of the following parameters are considered 
in preparation of Energy Transition Index (ETI), 
2021 by the World Economic Forum? 
1. Economic development and growth 
2. Energy security and access 
3. Economic Empowerment of Women 
4. Environmental sustainability 
Select the correct answer using the codes given 
below: 
(a) 1, 2 and 3 only 
(b) 1, 2 and 4 only 
(c) 2 and 4 only 
(d) 1, 2, 3 and 4 

142. The Human Development Index is published by 
the 
(a) World Bank 
(b) United Nations Development Programme 
(c) World Economic Forum 
(d) Asian Development Bank 

143. Which of the following are the indicators used for 
measuring the Human Development Index? 
1. Life expectancy at birth 
2. Expected years of schooling 
3. Per capita Gross Domestic Product 
4. Child Mortality Rate 
5. Per capita Gross National Income 
Select the correct answer using the code given below: 
(a) 1, 2 and 4 only 
(b) 2, 3 and 4 only 
(c) 1, 2 and 5 only 
(d) 2, 3 and 5 only 
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144. With reference to the Gender Inequality Index 
(GII) published by United Nations Development 
Programme (UNDP), consider the following 
statements: 
1. It takes into account the proportion of 

parliamentary seats occupied by females in a 
country. 

2. It does not include labour force participation 
rate of females in the market. 

3. It takes into account maternal mortality ratio in 
a country. 

Which of the statements given above is/are incorrect? 
(a) 1 only 
(b) 2 only 
(c) 2 and 3 only 
(d) 1 and 3 only 

145. The World Happiness Report ranks countries 
based on which of the following factors from the 
Gallup World Poll? 
1. Levels of GDP 
2. Life expectancy 
3. Generosity 

4. Social support 
5. Freedom to make life choices 
6. Corruption 
Select the correct answer using the code given below: 
(a) 1, 2, 4 and 5 only 
(b) 1, 2, 5 and 6 only 
(c) 2, 3, 4 and 5 only 
(d) All of the above 

146. The World Development Report is published by 
the 
(a) United Nations Development Programme 
(b) International Bank for Reconstruction and 

Development 
(c) International Monetary Fund 
(d) World Economic Forum 

147. ‘Healthy States, Progressive India’ report 
sometimes seen in news, is released by- 
(a) Niti Aayog 
(b) Ministry of health and Family Welfare 
(c) National Health Authority 
(d) Indian Red Cross Society 
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SOLUTIONS

6.1. Previous Years Questions

1. Solution (a)
Exp) Option a is correct 
Option a is correct. Exporting is defined as the sale of 
products and services in foreign countries that are sourced 
or made in the home country. When foreign tourist travels 
to India they buy “tourist experience of the country”. They 
pay for it with the currency of their country. 

2. Solution (d)
Exp) Option d is correct 
Closed economy is one which does not interact with 
economy of any other country. There is absence of any 
imports or exports. It means that country is self-sufficient 
for all its domestic demands. 
There are no economies which are completely closed. 
Brazil imports the least amount of goods in the world 
when measured as a portion of the gross domestic product 
(GDP) and is the most closed economy in the world. 

3. Solution (b)
Exp) Option b is correct 
Option b is correct. FDI brings in capital as well as better 
management skills and technology, it targets a specific 
sector of an economy. FII is only an investment in market 
of a foreign country, where as FDI is long term investment 
in economy a foreign country. 

4. Solution (d)
Exp) Option d is correct 
Statements 1 and 3 are correct. The main components of 
the capital account include foreign investment, loans and 
banking capital. Foreign investments comprise Foreign 
Direct Investment (FDI) and Portfolio Investment 
consisting of Foreign Institutional Investors (FIIs) 
investment among others. 
Statement 2 is incorrect. Reducing export subsidy usually 
increases the current account deficit. 

5. Solution (d)
Exp) Option d is correct 
Statements 1, 2 and 3 are correct. The Subsidiaries 
of foreign companies in India, Majority foreign equity 
holding in Indian companies and Companies exclusively 
financed by foreign companies are come under the 
FDI. Foreign Direct Investment (FDI) is the investment 
through capital instruments by a person resident outside 
India (a) in an unlisted Indian company; or (b) in 10 
percent or more of the post issue paid-up equity capital 
on a fully diluted basis of a listed Indian company. 
Statement 4 is incorrect. Foreign Portfolio Investment is 
any investment made by a person resident outside India 

in capital instruments where such investment is (a) less 
than 10 percent of the post issue paid-up equity capital 
on a fully diluted basis of a listed Indian company or (b) 
less than 10 percent of the paid up value of each series of 
capital instruments of a listed Indian company. 
Off all the listed options, except Portfolio investment all 
will come under FDI in India. 
Foreign portfolio investment is the purchase of securities 
of foreign countries, such as stocks and bonds, on an 
exchange. Direct investment is seen as a long-term 
investment in the country’s economy, while portfolio 
investment can be viewed as a short-term move to make 
money. 

6. Solution (b)
Exp) Option b is correct 
Statements 2 and 3 are correct. Price of any currency 
in international market is decided by country’s politico-
economic strength and Stability of the government of 
the concerned country. In some cases, it’s being fixed by 
country’s government i.e. China. 
Statements 1 and 4 are incorrect. None of the established 
international agencies like World Bank, play any kind of 
role in it. Economic potential of a country also plays an 
important role as it attracts investors. 

7. Solution (a)
Exp) Option a is correct 
Option a is correct. Balance of payment (BoP) is an 
account of all monetary transactions between a country 
and the rest of the world with in a specified time period. 
Balance of payments is a statistical statement that 
systematically summarises for a specific time period, the 
economic transactions of an economy with the rest of the 
world. 
The balance of payments Statistics in India is a systematic 
record of India’s international economic transactions 
of residents with the rest of the world on account of 
merchandise, services, unrequited transfers and transfers 
of capital. Residents cover nationals as well as non-
nationals residing in the country. Foreign students, 
tourists, foreign diplomatic officers and international 
institutions are not considered to be residents but 
diplomatic officers and armed forces of the country, 
stationed abroad, are treated as residents notwithstanding 
their physical location. 

8. Solution (b)
Exp) Option b is correct 
The capital account, in international macroeconomics, 
is the part of the balance of payments which records all 
transactions made between entities in one country with 
entities in the rest of the world. 



Workbook201

INDIAN ECONOMY

Statements 1, 2 and 3 are correct. Foreign Direct 
Investment, Portfolio Investment and foreign loans are 
come under Capital account. 
Statement 4 is incorrect. Private remittances come under 
the Current account. 

9. Solution (b)
Exp) Option b is correct 
Option b is correct. India’s foreign exchange reserves 
comprise foreign currency assets (FCA), gold, special 
drawing rights (SDRs) and reserve tranche position (RTP) 
in the International Monetary Fund (IMF). 

10. Solution (c)
Exp) Option c is correct 
Option c is correct: The balance of payments is composed 
of two main aspects. 
1. Current account 
2. Financial/capital account 
The main components of the current account are: 
1. Trade in goods (visible balance) 
2. Trade in services (invisible balance), e.g. insurance 

and services 
3. Investment incomes, e.g. dividends, interest and 

migrants remittances from abroad 
4. Net transfers – e.g. International aid. 
Balance of Trade means the net exports and imports of 
the country. 
Foreign assets come under Capital Account. 

11. Solution (c)
Exp) Option c is correct  
Option c is correct: Convertibility of rupee implies rupee 
can be converted into any foreign currency at the market 
determined rate of exchange and vice-versa. 

12. Solution (c)
Exp) Option c is correct 
Option c is correct: International liquidity consists 
essentially in the resources available to national monetary 
authorities to finance potential balance of payments deficit. 
It may consist in the possession of assets like gold, foreign 
exchange and in the ability to borrow internationally. 
Thus, in its international setting, liquidity includes 
all those assets including SDRs which are generally 
acceptable without loss of value for settling international 
debts. It may include the following: 
Gold stocks with the Central Banks and with the IMF, 
foreign exchange reserves of countries, drawing rights of 
member countries with IMF, credit arrangements between 
countries, country’s capacity to borrow in the money 
markets of another country, Euro-Dollars SDRs etc. 

13. Solution (d)
Exp) Option d is correct 

Option d is correct. Countries hold foreign-exchange 
reserves like (foreign banknotes, bank deposits, bonds, 
treasury bills and other government securities) partly 
to protect themselves against external crises. Foreign 
currency reserves are key to countries’ defenses against 
shocks to their economy. 
Import Cover measures the number of months of imports 
that can be covered with foreign exchange reserves 
available with the central bank of the country. Eight to ten 
months of import cover is essential for the stability of a 
currency. It is an important indicator of the stability of a 
currency. 

14. Solution (d)
Exp) Option d is correct 
Statement 1 is incorrect. At end-March 2018, India’s 
external debt was placed at US$ 529.7 billion. Most of 
India’s external debt is owed by private businesses. 
Statement 2 is incorrect. US dollar denominated debt 
continued to be the largest component of India’s external 
debt with a share of 45.9 percent at end December 2018, 
followed by the Indian rupee (35.8 percent), SDR (5.5 
percent), yen (4.8 percent) and euro (3.4 percent). 

15. Solution (b)
Exp) Option b is correct 
A decline in the value of a country’s currency brings 
currency crisis. In this situation, there is speculation in 
the market that the central bank of the country does not 
have sufficient foreign exchange reserves. 
Statements 1 and 3 are correct. The foreign currency 
earnings of India’s IT sector and remittances increase 
country’s foreign reserves, thus increasing demand for 
Indian currency and reducing risk of currency crisis. 
Statement 2 is incorrect. Increasing the government 
expenditure does not bring foreign currency in the 
country. 

16. Solution (a)
Exp) Option a is correct 
Statement 1 is correct and statements 2 and 3 are correct. 
Short-term borrowings make an economy vulnerable as 
they have to be returned in short period of time. They also 
add the burden of interest payment on the borrowings. 
Full capital account convertibility will add volatility to the 
economy by adding burden of foreign debt. 

17. Solution (d)
Exp) Option d is correct 
Statement 1 is correct. India’s merchandise exports 
stood at $34.45 billion and imports at $48.38 billion. 
Merchandise trade deficit is the largest component of 
India’s current account deficit. 
Statement 2 is incorrect. India’s imports of iron and steel, 
chemicals, fertilisers and machinery have increased, not 
decreased in recent years. 
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Statement 3 is correct. India’s export of services are more 
than export of services. 
Statement 4 is correct. Current Account Deficit (CAD) or 
trade deficit is the shortfall between exports and imports. 
India suffers from an overall trade/current account deficit.

18. Solution (a)
Exp) Option a is correct 
Option a is correct: The World Economic Outlook report 
is published by the International Monetary Fund. 
The report encapsulates the state of the global economy 
and highlights risks and uncertainty that could threaten 
growth. 

19. Solution (a)
Exp) Option a is correct 
In WTO terminology, subsidies in general are identified 
by “Boxes” which are given the colours of traffic lights: 
green (permitted), amber (slow down — i.e. be reduced), 
red (forbidden). The Agriculture Agreement has no Red 
Box. 
Green Box : Permitted – Subsidy must cause no or at most 
cause minimal distortion. 
Amber Box : Reduce – All domestic support exceeding 
the reduction commitment level. 
Blue Box : subsidies that are tied to programmes that limit 
production. 
There are also exemptions for developing countries 
(sometimes called an “S&D Box”). 

20. Solution (c)
Exp) Option c is correct 
Statement 1 is correct. The IMFC has 24 members, 
drawn from the pool of 187 governors of central banks 
of member nations. The IMFC represents all the member 
countries of the Fund. The Committee discusses matters 
of common concern affecting the global economy and 
also advises the IMF on the direction its work. 
Statement 2 is correct. The IMFC meets twice a year, 
during the Spring and Annual Meetings. A number of 
international institutions, including the World Bank, are 
taking part in the IMFC meetings as observers. 

21. Solution (c)
Exp) Option c is correct 
Statement 1 is correct. It reiterates India’s commitment to 
the Doha Development Agenda and the TRIPS agreement. 
Statement 2 is correct. This policy recognizes that India 
has a well-established TRIPS-compliant legislative, 
administrative and judicial framework to safeguard IPRs, 
which meets its international obligations while utilizing 
the flexibilities provided in the international regime to 
address its developmental concerns. 

22. Solution (d)
Exp) Option d is correct 

Option d is correct. Geographical Indications of Goods 
are defined as that aspect of industrial property which 
refer to the geographical indication referring to a country 
or to a place situated therein as being the country or place 
of origin of that product. India, as a member of the World 
Trade Organization (WTO), enacted the Geographical 
Indications of Goods (Registration & Protection) Act, 
1999 has come into force with effect in 2003. 

23. Solution (d)
Exp) Option d is correct 
Option d is correct. Gold tranche, also known as reserve 
tranche, represents a part of a member country’s quota 
with the International Monetary Fund (IMF) that exists 
in the form of gold or foreign currency. For any member 
country, 25% of the total quota should be paid in the form 
of gold or foreign currency. This is why it is called reserve 
tranche or gold tranche. 

24. Solution (c)
Exp) Option c is correct 
Statements 1 and 3 are correct. The agreement on Trade 
- Related Investment Measures (TRIMS) is a mechanism 
within WTO which seeks to promote foreign investment 
and remove quantitative restrictions, which distort trade. 
Statement 2 is correct. They apply only to goods, not 
services. 

25. Solution (a) 
Exp) Option a is correct 
Statement 1 is correct. Multi-dimensional Poverty Index 
(MPI) identifies multiple deprivations at the household 
and individual level in health, education and standard of 
living. Each person in a given household is classified as 
poor or non-poor depending on the weighted number 
of deprivations his or her household, and thus, he or 
she experiences. The MPI reflects both the incidence of 
multidimensional deprivation (a headcount of those in 
multidimensional poverty) and its intensity (the average 
deprivation score experienced by poor people). The MPI 
offers a valuable complement to income-based poverty 
measures. 
The following indicators are included to calculate MPI: 
Health - Child mortality, Nutrition 
Education - Years of schooling, School attendance 
Standard of living - Cooking fuel, Sanitation, Drinking 
water, Electricity, Housing and assets. 

26. Solution (a) 
Exp) Option a is correct 
Option a is correct: The World Economic Outlook report 
is published by the International Monetary Fund. 
The report encapsulates the state of the global economy 
and highlights risks and uncertainty that could threaten 
growth. 

27. Solution (c)
Exp) Option c is correct. 
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Global Hunger Index (GHI) is a tool designed to 
comprehensively measure and track hunger at global, 
regional, and national levels. GHI scores are calculated 
each year to assess progress and setbacks in combating 
hunger. 
First, for each country, values are determined for four 
indicators: 
UNDERNOURISHMENT: the share of the population 
that is undernourished 
CHILD WASTING: the share of children under the age of 
five who are wasted 
CHILD STUNTING: the share of children under the age 
of five who are stunted 
CHILD MORTALITY: the mortality rate of children 
under the age of five 

6.2. External Sector 

28. Solution (a)
Exp) Option a is correct 
Statement 1 is incorrect. When a country makes a 
conscious decision to lower the value of its currency in 
a fixed exchange rate it is called devaluation (and not 
depreciation). Depreciation is, when there is a fall in the 
value of a currency in a floating exchange rate. This is not 
due to a government’s decision, but due to supply and 
demand-side factors. 
Statement 2 is correct. Depreciation could cause higher 
economic growth. Part of aggregate demand is (Export-
Import) therefore higher exports and lower imports 
should increase aggregate demand (assuming demand is 
relatively elastic). 
Statement 3 is correct. J Curve is an economic theory 
which states that a country’s balance of trade initially 
worsens following a devaluation of its currency, then 
quickly recovers and finally surpasses its previous 
performance. It happens primarily because in the near-
term, higher prices on imports will have a greater impact 
on total nominal imports than the reduced volume of 
imports. J-curve effect is also seen in case of private equity 
investments. 

29. Solution (c)
Exp) Option c is correct. 
Option 1 is incorrect. The hike in interest rates by the US 
Federal Reserve most likely lead to an outflow of funds 
from equities into US treasury bonds, but also to an 
outflow of funds from India to the US, and not inflow of 
funds into the Indian stock market. 
Option 2 is correct. A hike in interest rate in US results 
most likely lead to a rise in bond yields rate thereby 
leading to a situation where yields start competing with 
equities, and this impacts market movement. Thus, a hike 
in the US may lead to a stronger dollar and a weaker 
rupee, which will lower investment returns for foreign 
investors and prompt them to sell. 

Option 3 is incorrect. The hikes lay lead to a rise in yields 
on US treasuries and a stronger dollar. The rise in yields 
narrows the rate differential between the US and India, 
which may make the Indian bonds less attractive for 
foreign portfolio investors. 

30. Solution (b)
Exp) Option b is correct. 
FDI Equity Inflows in India from April 2000 to 
December 2019 for the sectors is - 
Telecommunications got $ 37,116.34 million which 
accounts for 8.13% of total inflows in India. 
Drugs & Pharmaceuticals got $ 16,396.56 million which 
accounts for 3.59 % of total inflows in India. 
Hotel and Tourism received $ 14,426.19 million which 
accounts for 3.16% of total inflows in India. 
Education got $ 3,005.06 million which accounts for 0.66 
% of total inflows in India. 

31. Solution (b)
Exp) Option b is correct. 
Statement 1 is incorrect. The Directorate General 
of Foreign Trade (DGFT) is an attached office of the 
Ministry of Commerce and Industry and is headed by 
Director General of Foreign Trade. 
Statement 2 is correct. DGFT can regulate and prohibit 
exports and imports of products. It has the authority 
for providing licensing of imports and exports. The 
Directorate General of Foreign Trade (DGFT) has the 
power to impose restrictions on export and import of 
goods from India on certain grounds like protection of 
public morals; protection of human, animal or plant life or 
health; protection of patents, trademarks and copyrights; 
prevention of deceptive practices etc. 
Statement 3 is correct. It is responsible for formulating 
and implementing the Foreign Trade Policy with the main 
objective of promoting India’s exports. It also plays an 
advisory role to the Government on Policy measures 
pertaining to national and international economic 
scenarios. 

32. Solution (d)
Exp) Option d is correct. 
Statement 1 is incorrect. Remittances are kept under 
invisible component under current account of Balance of 
payment. 
Statement 2 is incorrect. India exports for 2019 was 
$528.30B, a 1.92% decline from 2018. India exports for 
2018 was $538.64B, an 8.1% increase from 2017. India 
exports for 2017 was $498.26B, a 13.33% increase from 
2016. India exports for 2016 was $439.64B, a 5.48% 
increase from 2015. Thus, there is no consistent trend. 

33. Solution (d)
Exp) Option d is correct. 
Statement 1 is correct: When there are too many imports 
coming into a country in relation to its exports, it can 
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distort a nation’s balance of trade and devalue its currency. 
The importing and exporting activity of a country can 
influence a country’s GDP, its exchange rate, and its 
level of inflation and interest rates. 
Statement 2 is correct: Inflation is more likely to have 
a significant negative effect, on a currency’s value and 
foreign exchange rate. A very low rate of inflation does 
not guarantee a favourable exchange rate for a country, 
but an extremely high inflation rate is very likely to impact 
the country’s exchange rates with other nations negatively. 
Statements 3 and 4 are correct: Higher interest rates 
attract foreign capital and cause the exchange rate to rise. 
The impact of higher interest rates is mitigated, however, if 
inflation in the country is much higher than in others, or 
if additional factors serve to drive the currency down. The 
opposite relationship exists for decreasing interest rates 
– that is, lower interest rates tend to decrease exchange 
rates. Thus, both interest rate and foreign investment may 
have implication on country’s exchange rate. 

34. Solution (b)
Exp) Option b is correct. 
Statement 1 is incorrect. In Indian economy as rupee 
appreciates imports become cheaper as the importer 
needs to pay less rupees for the dollars billed. 
Statement 2 is correct. In Indian economy as rupee 
appreciates, exports become less profitable, because the 
exporter earns less rupees for exchanging dollar. 
Statement 3 is correct. A appreciating rupee is bad for 
NRIs repatriating money home as the dollars are now 
less valuable. 

35. Solution (c)
Exp) Option c is correct. 
Statement 1 is incorrect. Debt service (principal 
repayments plus interest payments) increased to 8.2 per 
cent of current receipts at end-March 2021 as compared 
with 7.6 per cent at end March 2015. However, it did not 
increased steadily. 
Statement 2 is incorrect. The borrower-wise classification 
shows that the outstanding debt of both government and 
non-government sectors increased at end-March 2021. 
Statement 3 is correct. Commercial borrowings remained 
the largest component of external debt, with a share of 
37.4 per cent, followed by non-resident deposits (24.9 per 
cent) and short-term trade credit (17.1 per cent). 

36. Solution (a)
Exp) Option a is correct. 
Statement 1 is correct. An increase in external debt may 
increase the cost of servicing the debt if debt servicing is 
not properly managed. So high cost of servicing debt 
may result in downgrading India’s rating by credit 
agencies. 
Statement 2 is incorrect. IMF quota are distributed 
according to a four-pronged formula that considers a 
member country’s GDP, its economic openness, its 

“economic variability” and international reserves and 
not the external debt. So high external debt does not 
affect India’s share of quota. 
Statement 3 is incorrect. External public debt can have 
nonlinear impacts on economic growth. Thus, at low 
levels of indebtedness, an increase in the proportion of 
external public debt to GDP could promote economic 
growth; however, at high levels of indebtedness, an 
increase in this proportion could hurt economic growth. 

37. Solution (b) 
Exp) Option b is correct. 
Option a is incorrect. VRR (Voluntary retention route)- 
It enables foreign portfolio investors to undertake long 
term investments in Indian debt markets. 
Option b is correct. FAR (Fully Accessible route) is a 
route identified by RBI under which it will issue certain 
series of government securities (G-secs) for non-
resident investors. These special securities will attract no 
foreign portfolio investor (FPI) limits until maturity. 
Option c is incorrect. Under Fully Accessible Route 
there is no provision of foreign portfolio investor to 
invest in Indian Depository Receipts. There is a MTF 
(Medium term framework) which enables foreign 
portfolio investors to invest in Government of India 
dated securities and state development loans. 
Option d is incorrect. Trade credits- It enables the buyers 
or suppliers to take credits from overseas bank for the 
import of capital/non capital goods. 

38. Solution (c) 
Exp) Option c is correct. 
Capital account convertibility means the freedom to 
conduct investment transactions without any constraints. 
Typically, it would mean no restrictions on the amount 
of rupees you can convert into foreign currency to enable 
you, an Indian resident, to acquire any foreign asset. 
Similarly, there should be no restraints on your NRI 
cousin bringing in any amount of dollars or dirhams to 
acquire an asset in India. 
The recent moves towards Capital account convertibility 
include increasing the foreign portfolio investment 
limits in the Indian debt markets, introducing the 
Fully Accessible Route (FAR) — through which non-
residents can invest in specified government securities 
without any restrictions and the easing of the external 
commercial borrowing framework by relaxing end-user 
restrictions. Inward FDI is allowed in most sectors, 
and outbound FDI by Indian incorporated entities is 
allowed as a multiple of their net worth. 
Limitation on Non-Resident Indians to invest in 
Government securities restrict the flow of currency and 
hence it does not aid the process of full capital account 
convertibility in India. 

39. Solution (c) 
Exp) Option c is correct. 
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The flying geese paradigm originated in the 1930s with 
what Kaname Akamatsu (1896ñ1974) called the ganko 
keitai (a flock of flying geese) phenomenon of industrial 
development in catching-up economies. The paradigm 
postulates that, under appropriate conditions, North-
South economic linkages, i.e., the relations between 
the developed and the developing economies, could 
be beneficial to all, and that the East Asian development 
integration is a case in point. Thus, economies in East Asia 
that have actively established such linkages through trade 
and investment have exhibited remarkable performances 
that challenge the dependency school’s doomsday 
scenario. The Flying Geese theory stresses interactive 
growth via emulative learning among the economies 
operating at different stages of growth along the ladder 
of economic development. 

40. Solution (d)
Exp) Option d is correct. 
Statement a is correct. Free trade agreements/regional 
trade agreements (FTAs/RTAs) with various countries 
ensure that finished products attract negligible or 
concessional rates of duty which result in inverted duty 
structure i.e where import duty on finished goods is low 
compared to the import duty on raw materials that are 
used in the production of such finished goods. 
Statement b is correct. When the import duty on raw 
materials is high, it will be more difficult to produce 
the concerned good domestically at a competitive price. 
Several industries depend on imported raw materials 
and components thus making the manufactured goods 
by domestic industry uncompetitive against imported 
finished goods. 
Statement c is correct. The disadvantage of the inverted 
duty structure increases with the increased use of imported 
raw materials. An inverted duty structure discourages 
domestic value addition. 
Statement d is incorrect. The inversion is not solely 
because of basic custom duty (BCD) but in some cases a 
result of other additional duties. 

41. Solution (b)
Exp) Option b is correct. 
The theory of Protectionism aims to increase exports 
and decrease imports by imposing various kinds of trade 
barriers so that the domestic industries can get a fair 
chance to fight with international products and services. 
Statement 1 is correct. Making rules and regulation will 
make it difficult for foreign producers to obtain license. 
This will give a push to indigenous producers because the 
competition from foreign producers will be less. 
Statement 2 is incorrect. Revaluation of currency will 
cause the price of imports to decrease while increasing 
the cost of exports. This would go against the very idea of 
protectionism. 
Statement 3 is correct. Coming up with Anti-dumping 
policies will lead to decrease in dumped imported goods 
in the economy thereby giving a push to indigenous 
goods. 

42. Solution (b)
Exp) Option b is correct. 
Statement 1 is correct. Special Safeguard Mechanism 
(SSM) is an option under the Agreement on Agriculture 
(AoA) available for countries to impose additional 
temporary duties on agricultural imports when there is a 
surge in imports at a lower price. 
Statement 2 is incorrect. Green Box Subsidies are the 
subsidies that don’t distort free trade or distort the free 
trade at a very minimal or negligible level. The example 
for subsidies is publicly funded government programmes 
including expenditure on agriculture research and 
development, agricultural training, subsidies under 
environmental programmes etc. Green box subsidies 
are non–price supportive thus are exempted from the 
calculation of Aggregate Market Support (AMS). 
Amber Box subsidies are trade-distorting in nature and 
need to be curbed at any cost. The Amber Box contains 
the category of domestic subsidy that is scheduled to 
reduce based on the formula called “Aggregate Measure 
of Support” (AMS). The AMS is the amount of money 
spent by governments on agricultural production, except 
the money spent in the Blue Box, Green Box and ‘de 
minimis’ level. 
Statement 3 is correct. Peace clause was introduced in 
Bali Package 2013. The ‘peace clause’ said that no country 
would be legally barred from food security programmes 
even if the subsidy breached the limits specified in the 
WTO agreement on agriculture. The Peace Clause is 
used by India to justify the MSP regime in agriculture to 
support its NFSA and food security programmes. 
Statement 4 is correct. “De Minimus” refers to the 
minimum level prescribed in Agreement on Agriculture 
(AoA) towards product specific and non-product specific 
(Amber box) subsides. For Developed countries the de 
minimis level is 5% and for developing countries it is 10%. 
AoA aims to establish a fairer trading system that will 
increase market access and improve the livelihoods of 
farmers around the world. 
Knowledge Base: The World Trade Organization 
(WTO) is the only global international organization 
dealing with the rules of trade between nations. At its 
heart are the WTO agreements, negotiated and signed by 
the bulk of the world’s trading nations and ratified in their 
parliaments. All decisions are taken based on consensus 
in WTO assembly. 

43. Solution (a) 
Exp) Option a is correct 
Statement 1 is incorrect. According to provisional data 
from the Ministry of Commerce and Industry, China 
(and not USA) regained its position as India’s top trade 
partner in 2020. The two-way trade between India and 
China stood at USD 77.7 billion for the year 2020 while 
India-US bilateral trade stood at USD 75.9 billion. This 
was mainly due to 
increased import of Chinese medical supplies, preference 
of Chinese mobile phones and electronic gadgets and 
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heavy reliance on Chinese-made heavy machinery, 
telecom equipment and home appliances. 
Statement 2 is correct. Petroleum products is the highest 
exporting product from India followed by precious 
stones, drug formulations and biologicals, gold and other 
precious metals are India’s top export items. Top import 
items include crude oil, petroleum products, coal, coke 
and briquettes. 
Statement 3 is incorrect. USA followed by UAE, China 
and Hong Kong are largest export destinations. India’s 
merchandise trade balance improved from 2009-14 to 
2014-19. However, most of the improvement was due to 
more than 50% decline in crude oil prices. 

44. Solution (b)
Exp) Option b is correct. 
Statement 1 is correct. The balance of payments (BoP) 
records all economic transactions in goods, services, 
and assets of the country with the rest of the world for a 
specified time period, usually a year. 
There are two main accounts in the BoP – the current 
account and the capital account. 
Current account- includes exports and imports of 
goods, services, income (both investment income and 
compensation of employees) and current transfers 
Capital Account- includes assets and liabilities covering 
direct investment, portfolio investment, loans, banking 
capital and other capital. 
Statement 2 is incorrect: India reported a current 
account surplus of 0.9% of GDP in the pandemic-hit 
Fiscal year 2020-21. The Reserve Bank of India said the 
current account balance swung into the surplus territory 
on the back of a sharp contraction in the trade deficit to 
$102.2 billion from $157.5 billion in 2019-20. 
Statement 3 is incorrect: 
USA has not been the largest annual trade partner of India 
during the last five years. 
Statement 4 is correct: Current account in the BoP 
includes invisibles (also called non-merchandise). 
Invisibles take into account: services, transfers and 
income. 
Income receipts comprise interest, dividend, profit and 
others for servicing of capital transactions. This includes 
interest received on loans, dividend/profit received 
by Indians on foreign investment, reinvested earnings 
of Indian FDI companies abroad, interest received on 
debentures, floating rate notes (FRNs), Commercial 
Papers (CPs), fixed deposits and funds held abroad by 
ADs out of foreign currency loans/export proceeds, 
payment of taxes by nonresidents/refunds of taxes by 
foreign governments, interest/discount earnings on RBI 
investment etc. 
Transfers represent one-sided transactions, i.e., 
transactions that do not have any quid pro quo, such as 
grants, gifts, and migrants’ transfers by way of remittances. 

45. Solution (a) 
Exp) Option a is correct. 

Statement 1 is correct: The Remission of Duties and 
Taxes on Export Products (RoDTEP) scheme is notified 
by the Department of Commerce. The Scheme shall 
be fully administered by the Department of Revenue. 
A separate RODTEP Policy Committee (RPC) chaired 
by Director General of Foreign Trade is constituted to 
address residual issues related to the Scheme. 
Statement 2 is correct: The Remission of Duties and Taxes 
on Export Products (RoDTEP) scheme will reimburse all 
the taxes/duties/levies being charged at the Central/State/
Local level which are not currently refunded under any of 
the existing schemes but are incurred at the manufacturing 
and distribution process. The tax refund rates will vary 
between 0.5% and 4.3% of the export value of goods. 
They include: 
VAT and Excise duty on the fuel used. 
Electricity duty on purchase of electricity. 
Mandi Tax/ Municipal Taxes/ Property Taxes. 
Stamp duty on export documents. 
Un-creditable CGST/ SGST/ IGST/ Compensation Cess. 
Statement 3 is incorrect: Benefit of the scheme are 
extended to all export goods including agriculture 
products. However, there are few sectors currently 
excluded from the scheme: 
Pharmaceutical 
Steel 
Chemicals 
Textiles 
Knowledge Base: 
The RoDTEP scheme is replacing the earlier Merchandise 
and Services Export Incentive Schemes (MEIS and SEIS) 
that were in violation of WTO norms. 
The scheme covers over 8,555 tariff products, accounting 
for about 75% of traded items and 65% of India’s exports. 
The scheme covers sectors such as marine, agriculture, 
leather, gems and jewellery automobile, plastics, textiles, 
electronics among others. 

46. Solution (d)
Exp) option d is correct. 
Statement 1 is correct: The World Investment Report 2021 
notes that - Amid India’s struggle to contain the COVID-19 
outbreak, robust investment through acquisitions in ICT 
(software and hardware) and construction bolstered FDI. 
Cross-border M&As (mergers and acquisitions) surged 83 
per cent to $27 billion, with major deals involving ICT, 
health, infrastructure and energy. 
Statement 2 is correct Amplified investment in 
technology infrastructure in India coupled with its vast 
and young talent base has made India one of the most 
conducive start-up ecosystems in the world. The 2020 
Global Start-up Ecosystems Report (GSER) featured two 
Indian cities – Bengaluru (26th rank) and Delhi (36th 
rank) – on its list of the world’s most favorable ecosystems 
to build a globally successful start-up. This has also played 
an important role in attracting FDI in India. 
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Statement 3 is correct The Government of India has 
taken policy decision to encourage electronic transactions 
and has, in this regard, announced a number of incentives. 
Technology, competition, and benchmarking to the best 
international practices are the driving force of India’s 
developmental efforts. Digital technology is expanding in 
various sectors of the Indian economy, including money, 
banking, finance, taxation, e-commerce, agriculture, rural 
development, and governance. This commitment to 
digitize the economy has also contributed to increase in 
FDI. 
Knowledge Base: 
Foreign direct investment (FDI) is an investment made by 
a company or an individual in one country into business 
interests located in another country. In 2020-21 India 
witnessed as 10% rise in gross inflow of FDI. 
The gross inflow consists of (i) direct investment to India 
and (ii) repatriation/disinvestment. Direct investment 
has shown a decline therefore rise in FDI is driven by the 
high rise in the repatriation/disinvestment only. 

47. Solution (a)
Exp) Option a is correct. 
Statement 1 is correct: Recently inaugurated international 
bullion exchange at IFSC in GIFT City, will be a ‘Gateway 
for Bullion Imports into India’, wherein all bullion 
imports for domestic consumption will be channelized 
through the exchange. 
Statement 2 is incorrect: The pilot run of the 
International Bullion Exchange (IBE) was conducted by 
the International Financial Services Centres Authority 
(IFSCA) at Gujarat International Fin-Tec (GIFT) City, 
Ahmedabad. 
Statement 3 is correct. A bullion market is a market 
through which buyers and sellers trade gold and silver as 
well as associated derivatives. Bullion is most often held 
in reserves by central banks. 
Knowledge Base: International Bullion exchange of is 
expected to bring all the market participants to a common 
transparent platform for bullion trading. It will also 
provide an efficient price discovery and assurance in the 
quality of gold. 

48. Solution (d)
Exp) Option d is correct. 
Statement 1 is correct: Washington Consensus is a set 
of ten economic policy prescriptions promoted as 
part of a reform package for crisis-ridden developing 
countries by Washington based institutions such as the 
IMF, WB and US Dept of Treasury. It seeks to solve the 
economic problems of the developing countries which are 
characterized by high fiscal deficits, political populism, 
high expenditure on subsidies, high tax rates etc. It 
had the belief that markets can handle everything thus 
emphasized an expansion of market forces in the country. 
Statement 2 is correct: Beijing Consensus refers to the 
economic development model that was instituted by Deng 

Xiaoping in 1976. The model proved to be extremely 
successful for China and contributed to an eight-fold 
increase in GNP in two decades. 
Statement 3 is correct: Santiago Consensus (SC) is 
the name given to the policy manifesto that had been 
put forward at the 1998 Summit of the Americas in the 
Chilean capital, Santiago. It emerged in the context of 
both government and market failure in Third World 
countries. It recognizes the principle laid out by 
Washington Consensus (WC) that development must 
be market-based. However, in contrast to the WC, SC 
does not consider state intervention to be necessarily 
dangerous. SC accords a broad role to the government 
in areas such as macroeconomic stability, infrastructure, 
health and education, coordination of the private sector, 
reducing inequality, moderate regulation in financial 
services, provision of public goods etc. 

49. Solution (b) 
Exp) Option b is correct. 
Statement 1 is incorrect. The World Bank has projected 
a decrease in remittances to India by 9 per cent to USD 
76 billion due to the ongoing coronavirus pandemic and 
global economic recession.  
Statement 2 is correct. Singapore and The United States 
of America have been the biggest contributors towards 
FDI equity inflows to India. Data published by the 
Department for Promotion of Industry and Internal Trade 
(DIPP) shows that Singapore has invested Rs 62,084 crore 
into India between April and September 2020. This was 
followed by the USA with Rs 53,266 crore of inflows. 
Statement 3 is correct. In fiscal year 2020, the service 
sector received the highest FDI equity inflow which 
comprised of 17 percent of the total FDI equity inflows into 
the country. This was followed by the computer software 
and hardware sector , while the telecommunications and 
trading sector’s share ranked third and fourth respectively 

50. Solution (d) 
Exp) Option d is correct. 
Statement 1 is correct. Liberalization aims at minimizing 
the roles and functions of the government and opening 
various sectors in the economy. Rules and laws which were 
aimed at regulating the economic activities became major 
hindrances in growth and development. Liberalisation 
was introduced to put an end to these restrictions. 
Statement 2 is correct. Disinvestment means sale or 
liquidation of assets by the government, usually Central 
and state public sector enterprises, projects, or other 
fixed assets. The government undertakes disinvestment 
to reduce the fiscal burden on the exchequer, or to raise 
money for meeting specific needs, such as to bridge the 
revenue shortfall from other regular sources 
Statement 3 is correct. Privatization covers disinvestment 
but disinvestment may or may not cover privatization 
because only when dilution of shares is greater than 51%, 
then it is called privatization. 
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51. Solution (a)
Exp) Option a is correct. 
Temasek model is related to disinvestment. 
Temasek like model is based on the experience of 
Singapore’s Temasek Holdings Company. Under this 
model,the government can transfer its stake in the listed 
CPSEs to a separate corporate entity. This entity would 
be managed by an independent board and would be 
mandated to divest the government stake in these CPSEs 
over a period of time. This will lend professionalism and 
autonomy to the disinvestment programme which in turn 
would improve the economic performance of the CPSEs. 
The Temasek Holdings was incorporated by Government 
of Singapore in 1974, as a private commercial entity, to 
hold and manage its investments in its government-linked 
companies to lend professionalism and autonomy to the 
disinvestment programme. 
The Economic Survey 2019-20 has proposed a new 
structure of disinvestment called Temasek-like model to 
maximise returns from public sector enterprise. 

52. Solution (a) 
Exp) Option a is correct. 
Statement 1 is correct. FEMA was passed to replace 
the Foreign Exchange Regulation Act in 2000. The act 
is governed by RBI which makes it responsible for 
management of foreign currency. Any violation in 
the act is administered by Directorate of Enforcement, 
Ministry of Finance. 
Statement 2 is incorrect. Under the Minimum Reserve 
System, the RBI has to keep a minimum reserve of Rs 
200 crore (and not 2000 crore) comprising of gold coin 
and gold bullion and foreign currencies. Out of the total 
Rs 200 crore, Rs 115 crore should be in the form of gold 
coins or gold bullion and rest in the forQ.Q. of foreign 
currencies. 
Statement 3 is incorrect. India follows a managed floating 
exchange rate system where it a mixture of flexible and 
dirty floating. As per the flexible part market forces 
determine the exchange rate and in the dirty floating 
RBI intervene by its various instruments of monetary 
policy like sterilization, open market operations, etc to 
control the exchange rate. 

53. Solution (c)
Exp) Option a is incorrect: Indian Depositary Receipts 
(IDR) is a depository receipt denominated in Indian 
rupees issued by a domestic depository in India. Much like 
an equity share, it is an ownership pie of a company. Since 
foreign companies are not allowed to list on Indian equity 
markets, IDR is a way to own shares of those companies. 
These IDRs are listed on Indian stock exchanges. 
Option b is incorrect: Commercial paper is a commonly 
used type of unsecured, short-term debt instrument 
issued by corporations, typically used for the financing 
of payroll, accounts payable and inventories, and meeting 
other short-term liabilities. 

Option c is correct: Global Depository Receipts are 
securities certificates issued by intermediaries such as 
banks for facilitating investments in foreign companies. 
A global depositary receipt (GDR) is a bank certificate 
issued in more than one country for shares in a foreign 
company. Each GDR represents a particular number of 
shares in a specific company. A single GDR can represent 
anywhere from a fraction of a share to multiple shares, 
depending on its design. In a situation that involves 
multiple shares, the receipt value shows an amount 
higher than the price for a single share. Depository banks 
manage and distribute various GDRs and function in an 
international context. 
Option d is incorrect: Preference shares, more commonly 
referred to as preferred stock, are shares of a company’s 
stock with dividends that are paid out to shareholders 
before common stock dividends are issued. If the 
company enters bankruptcy, preferred stockholders are 
entitled to be paid from company assets before common 
stockholders. 

54. Solution (a)
Exp) Option a is correct. 
Statement 1 is correct. Majority of the world governments 
have moved onto what can be best described as a ‘managed 
floating exchange rate system. It is a mixture of flexible 
exchange rate system and a fixed rate system. This is also 
called dirty floating. 
Statement 2 is incorrect Under this system ‘central banks’ 
intervene to buy and sell foreign currencies in an attempt 
to moderate exchange rate movements whenever they 
feel such actions are appropriate. This however leads to 
unstable foreign exchange reserves. 

55. Solution (d) 
Exp) Option d is correct. 
Statement 1 is correct. According to the Securities and 
Exchange Board of India (SEBI), Foreign Institutional 
Investor (FII) means an institution established or 
incorporated outside India which proposes to make 
investment in securities in India. FIIs are allowed to 
subscribe to new securities or trade in already issued 
securities. 
Statement 2 is correct. According to the SEBI (FPI) 
Regulations, 2014, any investment beyond 10% in a 
company is termed as FDI. Further, any investment in an 
unlisted entity, even if it is only one or two percentage of 
the paid-up capital will also be treated as FDI. 
Statement 3 is correct. Foreign Direct Investment (FDI) 
has more direct involvement in technology, management 
of an enterprise. FDI flow is considered more stable as 
it is a long-term investment by corporates generating 
jobs and income in the country. FII inflow into the stock 
market, although helps stabilise the rupee, is considered 
hot money that can leave suddenly. 

56. Solution (c) 
Exp) Option c is correct. 
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Statement 1 is correct. Participatory Note (PNs) is a 
derivative instrument issued in foreign jurisdiction, by 
a Foreign Institutional Investor (FII)/ FPI registered 
under the Securities and Exchange Board of India 
(SEBI), against Indian securities.  
They are issued to overseas investors who want to be 
part of the Indian stock market without registering 
themselves directly. 
Statement 2 is correct. In India, investments through 
participatory notes is more in equities than debts. 
Of the total Rs 87,132 crore invested through the route 
till December,2020, Rs 78,870 crore was invested in 
equities, Rs 7,562 crore in debt, and Rs 700 crore in 
hybrid securities. 

57. Solution (c)
Exp) Option c is correct. 
Statement 1 is incorrect: FDIs are distinguished from 
portfolio investments in which an investor merely 
purchases equities of foreign-based companies. Portfolio 
foreign investment is only an unassertive investment in 
the securities of a foreign nation like bonds and stocks. 
Statement 2 is correct: A foreign direct investment (FDI) 
is an investment made by a firm or individual in one 
country into business interests located in another country. 
FDI or Foreign Direct Investment is a controlling stake 
(ownership) in a commercial enterprise located in a 
country by an entity based out of another country. 
Statement 3 is correct: Generally, FDI takes place when 
an investor establishes foreign business operations or 
acquires foreign business assets in a foreign company. FDI 
includes mergers and acquisitions, construction of new 
facilities, intra-company loans and reinvesting profits 
from foreign operations. 

58. Solution (c)
Exp) Option c is correct. 
Statement 1 is incorrect: As sovereign credit ratings do not 
capture India’s fundamentals, it comes as no surprise that 
past episodes of sovereign credit rating changes for India 
have not had major adverse impact on select indicators 
such as Sensex return, foreign exchange rate and yield on 
government securities. Past episodes of rating changes 
have no or weak correlation with macroeconomic 
indicators. 
Statement 2 is correct: Rating upgrades take place 
after market rallies while downgrades take place after 
downturns. Downgrading (or upgrading) sovereign 
debt below (or above) investment grade may have a 
drastic impact on prices because these rating changes 
can affect the pool of investors. These effects are not 
confined to the pool of investors acquiring sovereign debt. 
Statement 3 is correct: When a credit rating agency 
downgrades a country’s sovereign debt, all debt 
instruments in that country may have to be downgraded 
accordingly because of the sovereign ceiling doctrine. 
Commercial banks downgraded to sub investment 
grades will find it costly to issue internationally 

recognized letters of credit for domestic exporters and 
importers, isolating the country from international 
capital markets. 

59. Solution (d)
Exp) Option d is correct. 
Statement 1 is incorrect. External debt is the money that 
borrowers in a country owe to foreign lenders. At end-
June 2020, India’s external debt was placed at US$ 554.5 
billion. Most of it was owed by private businesses which 
borrowed at attractive rates from foreign lenders. 
Commercial borrowings remained the largest 
component of external debt, with a share of 38.1 per 
cent, followed by non-resident deposits (23.9 per cent) 
and short-term trade credit (18.2 per cent). 
Statement 2 is incorrect. US dollar denominated debt 
remained the largest component of India’s external 
debt, with a share of 53.9 per cent at end-June 2020, 
followed by the Indian rupee (31.6 per cent), yen (5.7 
per cent), SDR (4.5 per cent) and the euro (3.5 per cent). 
At end-June 2020, long-term debt (with original maturity 
of above one year) was placed at US$ 449.5 billion, 
recording a decrease of US$ 2.0 billion over its level at 
end-March 2020. 
The share of short-term debt (with original maturity of up 
to one year) in total external debt declined to 18.9 per cent 
at end-June 2020 from 19.1 per cent at end-March 2020; 
the ratio of short-term debt (original maturity) to foreign 
exchange reserves declined to 20.8 per cent at end-June 
2020 (22.4 per cent at end-March 2020). 

60. Solution (d)
Exp) Option d is correct 
A credit default swap (CDS) is an instrument of risk 
management in which an investor “swaps” or offsets his 
credit risk with that of another investor. 
Suppose person A has invested in a corporate bond. But he 
is not certain that the borrower is going to pay the interest 
or the principal amount on time. To hedge his risks, person 
A approaches person B, who agrees to reimburse person 
A in case the borrower defaults on his payments. In return 
person A agrees to pay person B monthly premiums till a 
certain maturity date. Person A and Person B are said to 
be in a credit default swap contract. 
It must be remembered that the seller of the CDS will 
make the payment to the buyer only in case of credit 
default by the borrower (or any other credit event defined 
in the CDS contract). If there is no credit default, the seller 
of the CDS would gain and the buyer of the CDS would 
lose because of the premium payments that were made by 
the buyer to the seller.  
Swaps are a sub-set of derivatives, in which two parties 
agree to exchange/swap their cash flows, in a bid to 
reduce their respective financial risks arising from their 
investments. They are exceedingly popular because 
they give a great deal of flexibility for investors, who are 
otherwise constrained by their financial objectives and 
risk appetites. 
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61. Solution (a)
Exp) Option a is correct 
Countries need to devise a system to conduct their 
external economic transactions because every country 
has its own currency. The exchange rates between a pair 
of currencies can be determined according to three broad 
systems – fixed exchange rate, floating exchange rate, 
managed float. 
Statement 1 is incorrect: In a fixed exchange rate system, 
the exchange rate is pegged at a particular level, backed 
by a gold standard or a convertible currency such as the 
US dollar. All external transactions take place according 
to these fixed levels. In such a system BOP deficit/surplus 
cannot be adjusted through changes to the exchange rate. 
Adjustment must happen in either one of the two ways 
– automatically through the workings of the economic 
system or through government intervention (devaluation/
revaluation). 
Statement 2 is correct: In a flexible rate system, the 
exchange rates are free to change as per the forces of 
market demand and supply. These changes take place 
continuously, and there could be a great degree of volatility 
in the exchange rates.  
Statement 3 is incorrect: Managed float is a mixture 
of the fixed and flexible exchange rate systems. In this 
system, the exchange rates can move according to market 
forces, but at the same time the central bank intervenes 
whenever there is a need to moderate the movements. 
So, extreme volatility in the exchange rates is sought to 
be avoided. 

62. Solution (a)
Exp) Option a is correct 
The exchange rate of a currency in terms of a foreign 
currency can move in two directions – increase in value 
or decrease in value. For ex – when exchange rate of dollar 
in terms of rupee changes from 70 to 75, then the rupee is 
said to have weakened/decreased in value. If the exchange 
rate of dollar in terms of rupee falls from 80 to 75, then 
rupee is said to have strengthened/increased in value. 
Now, the exchange rate of a currency can be changed by 
two ways – market forces and adjustment by government. 
Statement 1 is correct: When market forces have led to 
the weakening of a currency then is said to be depreciated. 
Statement 2 is incorrect: Devaluation is a conscious 
decision of the government to weaken the currency 
relative to a foreign currency. Revaluation is a conscious 
decision of the government to strengthen the currency 
relative to a foreign currency. 

63. Solution (a)
Exp) Option a is correct 
Statement 1 is correct: BOP is an account that keeps 
track of all the transactions of an economy with all other 
countries of the world. Whenever a transaction takes place 
that involves the exchange of currency, it gets recorded in 
the BOP. 

BOP can be seen as the outcome of two accounts – current 
account and capital account. Current account includes 
transactions of the current type such as imports, exports, 
trade in services, transfer payments etc. Capital account 
includes transactions that involve sale or purchase of 
assets such as FDI, stocks, bonds etc. 
Statement 2 is incorrect: Net capital inflow is one way by 
which a country can finance its current account deficit. 
The alternative way is to engage in official reserve 
transactions. In this, the central bank taps into its forex 
reserves to settle the current account deficit. There are 
other ways as well to finance the current account deficit. 
Statement 3 is incorrect: BOP is said to be in surplus 
when if the net outcome of the current account and the 
capital account is positive. For Ex – let current account 
be (-$100) and let capital account be $150. In this case the 
BOP is +$50. 
Surplus BOP gets recorded in the form accrual/addition 
to the forex reserves. That is, the size of the forex reserves 
rises whenever the country has surplus BOP in a given 
year. 

64. Solution (d)
Exp) Option d is correct. 
Statement 1 is incorrect: Current account convertibility 
means freedom to convert rupee into dollars etc and vice 
versa for export and import of goods and services. It also 
includes freedom to convert currencies to make/ receive 
unilateral transfers like gifts, donations, etc and to pay/ 
receive interest, dividend, etc. Individuals and entities 
can convert currencies in the foreign exchange market. It 
allows for easy financial transactions for the export and 
import of goods and services. 
Statement 2 is incorrect: Capital account convertibility 
means the freedom to conduct investment transactions 
without any constraints. Capital account convertibility 
exists for foreign investors and Non-Resident Indians 
(NRIs) for undertaking direct and portfolio investment 
in India. It involves the freedom to invest in financial 
assets. 

65. Solution (a)
Exp) Option a is correct. 
Statement 1 is correct: The nominal effective exchange 
rate (NEER) is an unadjusted weighted average rate at 
which one country’s currency exchanges for a basket of 
multiple foreign currencies. The nominal exchange rate 
is the amount of domestic currency needed to purchase 
foreign currency. 
Statement 2 is correct: The real effective exchange rate 
(REER) is the weighted average of a country’s currency 
in relation to an index or basket of other major 
currencies. The weights are determined by comparing the 
relative trade balance of a country’s currency against each 
country within the index. 
Statement 3 is incorrect: The NEER may be adjusted to 
compensate for the inflation rate of the home country 
relative to the inflation rate of its trading partners. The 
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resulting figure is the real effective exchange rate (REER). 
Thus REER is adjusted to inflation and not NEER. Unlike 
the relationships in a nominal exchange rate, NEER is 
not determined for each currency separately. Instead, 
one individual number, typically an index, expresses how 
a domestic currency’s value compares against multiple 
foreign currencies at once. 

66. Solution (c)
Exp) Option c is correct. 
Pair 1 is incorrect: Hard money is different from hard 
currency. Hard currency is the one like the US Dollar 
which is very acceptable in the international market 
and is used as a medium of exchange for international 
transactions. Hard money is the money issued with the 
backing of gold or other very credible assets. This type 
of money issue was in practice nearly one century back. 
Pair 2 is incorrect: Soft money is different from soft 
currency. Soft currency is the one which is less preferable 
as a medium of exchange in the international market. Soft 
money is just paper currency backed by government 
bonds. Here money is printed without keeping adequate 
reserves like gold in proportion to the newly issued 
money. 
Pair 3 is correct: Hot currency is the term for the 
Forex market and is the temporary name for any Hard 
currency. If any Hard currency is exiting any economy at 
a fast pace for the time, the Hard currency is said to be 
Hot currency. For example, in the case of the SE Asian 
crisis, the US Dollar became hot. 
Pair 4 is correct: Heated currency term is used to denote 
the domestic currency which is under pressure (heat) of 
depreciation due to a hard currency’s high tendency of 
exiting the economy. Also known as currency under heat 
or under hammering. 
Cheap Currency: This term was being first used by J.M. 
Keynes. When a government starts re-purchasing its 
bonds before their maturities, the flow of money in the 
money will increase, as the supply of money will increase 
by this action of the government, the money will become 
cheap, and hence it will be called Cheap Money or Cheap 
currency. 
Dear Currency: When the money supply declines 
because the government issues bonds, money becomes 
dearer. It can also refer to a currency that people currently 
undervalued.  

67. Solution (c)
Exp) Option c is correct. 
Statement 1 is correct. The MFN status is governed by the 
World Trade Organisation’s (WTO) General Agreement 
on Tariffs and Trade (GATT). Countries signatory to the 
agreement commit against discriminating each other 
and rest of the WTO member countries. 
Under the MFN status, a WTO member country is obliged 
to treat other trading nations in a non-discriminatory 
manner, especially with regard to customs duty and other 
levies. As per the WTO agreements, member countries 

cannot normally discriminate between their trading 
partners. 
Statement 2 is incorrect. MFN is governed in trade in 
goods. MFN is also a priority in the General Agreement 
on Trade in Services (GATS) and the Agreement on Trade 
Related Aspects of Intellectual Property Rights (TRIPS). 
Services are covered under MNF clause under WTO. 
Statement 3 is correct. There are some exceptions under 
WTO regime which allow member countries to 
Set up a ‘free trade agreement that applies only to goods 
traded within the group (discriminating against goods 
from outside). 
Give developing countries special access to their markets. 
Raise barriers against products that are considered to be 
traded unfairly from specific countries. 
To discriminate, in limited circumstances, in services. 
But the agreements only permit these exceptions under 
strict conditions. In general, MFN means that every time 
a country lowers a trade barrier or opens up a market, 
it has to do so for the same goods or services for all its 
trading partners whether developed or developing. 

68.  Solution (c)
Exp) Option c is correct. 
General Anti-Avoidance Rules (GAAR) seeks to prevent 
the companies from routing transactions through other 
countries (generally tax heaven countries) to avoid 
taxes. It is different from tax evasion where companies 
try to avoid tax by taking advantages of legal actions 
like tax holidays. Tax avoidance is not illegal. In many 
instances of tax avoidance, arrangements may take place 
with the sole intention of gaining a tax advantage while 
complying with the law. So, GAAR was introduced to 
address tax avoidance and ensure that those in different 
tax brackets are taxed the correct amount. GAAR was first 
introduced in the Direct Taxes Code Bill 2010. 

69. Solution (d)
Exp) Option d is correct. 
Statement 1 is incorrect: Merchandise Export from India 
Scheme encourages exporters by providing numerous 
rewards and benefits. However, the incentives differ from 
merchandise to merchandise in the range to 2 to 5%. It is 
not a duty-free export promotion scheme but gives the 
incentives. 
Statement 2 is incorrect: Advance Authorization 
scheme allows the duty free import of inputs (used for 
manufacturing of other products), which are physically 
incorporated in the export product (after making 
normal allowance for wastage). 

70. Solution (a)
Exp) Option a is correct. 
Statement 1 is incorrect: Bilateral investment Treaties 
(BITs) are agreements between two countries for the 
reciprocal promotion and protection of investments 
in each other’s territories by individuals and companies 
situated in either State. It is not a free trade agreement. 
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Statement 2 is correct: First BIT was signed between 
the Pakistan and Germany in 1959. India signed its first 
BIT in 1994 with the UK. Since then, India has signed 
86 such bilateral treaties. However, India has unilaterally 
terminated 66 BITs between 2016 to the 2019. 
Statement 3 is incorrect: India does not have BIT with 
all its neighbors. For example, in 2020, India had 
terminated the BIT with Myanmar. 

71. Solution (b)
Exp) Option b is correct. 
J Curve is an economic theory which states that a 
country’s balance of trade initially worsens following a 
devaluation of its currency, then quickly recovers and 
finally surpasses its previous performance. It happens 
primarily because in the near-term, higher prices on 
imports will have a greater impact on total nominal 
imports than the reduced volume of imports. J-curve 
effect is also seen in case of private equity investments. 

72. Solution (a)
Exp) Option a is correct. 
Statement 1 is correct. 
 According to NITI Aayog’s report: A NOTE ON FREE 
TRADE AGREEMENTS AND THEIR COSTS, Most of 
India’s Free trade agreements are with Asian countries. 
For e.g.: South Asia Free Trade Agreement (SAFTA), Indo 
Sri Lanka Free Trade Agreement (ISLFTA), Indo Malaysia 
CECA(IMCECA), India Singapore CECA(ISCECA), 
Japan India CEPA(JICEPA), India Korea CEPA (IKCEPA) 
among others. 
Statement 2 is incorrect. 
Among the four key FTAs (i.e; with ASEAN, Japan, South 
Korea and Sri Lanka) that India has signed, Bilateral trade 
increased increase post signing of all the above FTAs and 
Imports from these FTA partners into India increased 
more than India’s exports to partner countries post 
signing of FTAs. 
Statement 3 is incorrect. 
Imports from ASEAN, Japan and South Korea have shot 
up after the respective FTAs came into force, India’s trade 
deficit with these countries has increased since then. Only 
exports to Sri Lanka have increased much more than 
imports into India from Sri Lanka. 

73. Solution (b)
Exp) Option b is correct. 
Statement 1 is incorrect. Under FTP 2015-20, the target 
was doubling the exports from around $465 (2013-
14) billion to $900 billion by 2020. According to World 
Bank, India’s total exports in 2019 were 18.414% of 
its $2.87-trillion economy. Hence, the target was not 
achieved. 
Statement 2 is correct. For the next five years starting 
from April 1, the new FTP will be in force. Its focus would 
be on District Export Hubs which would implement 
District Export Plans (DEP) specific to each district 

in every State/UT through an institutional structure 
at the district level. The institutional structure set up at 
the district level for implementation of the District Export 
Plan will be headed by the Chief/ District Development 
Officer with other relevant District Level Officers as 
members. 

74. Solution (c)
Exp) Option c is correct. 
Statement 1 is correct. RCEP: Fifteen countries have 
formed the world’s largest trading bloc, covering nearly 
a third of the global economy. It covers 2.2 billion people 
with a combined GDP of $26.2 trillion. 
Statement 2 is correct. India has a trade deficit with 11 of 
the 15 RCEP member countries. The prominent among 
them is China. 
Statement 3 is incorrect. RCEP has ASEAN at its 
centre. Recently, Top officials from 15 nations that also 
include Australia, New Zealand and the 10 members of 
the Association of Southeast Asian Nations inked the 
agreement on the final day of the 37th ASEAN Summit 
hosted virtually by Vietnam. For it to come into force, A 
minimum of six ASEAN countries in addition to three 
non-ASEAN partners must ratify RCEP. 

75. Solution (a)
Exp) Option a is correct. 
Option a is correct: Terms of trade is defined as the ratio 
between the index of export prices and the index of import 
prices (i.e., How many units of exports are required to 
purchase a single unit of imports). If the export prices 
increase more than the import prices, a country has a 
positive term of trade, as for the same amount of exports, 
it can purchase more imports. 
When more capital is leaving the country than is entering 
into the country then the country’s TOT is less than 
100%. When the TOT is greater than 100%, the country 
is accumulating more capital from exports than it is 
spending on imports. 

76. Solution (b)
Exp) Option b is correct. 
Statement 1 is correct: The U.S. goods trade deficit with 
India was $23.4 billion in 2019. The United States has a 
services trade deficit of an estimated $5.4 billion with 
India in 2019. Thus, India has trade surplus both in goods 
as well as services with respect to the US. 
Statement 2 is incorrect: Trade balance tipped recently 
(2019-20), as India exported amounted to $28.8 billion, 
while imports amounted $30.2 billion. Earlier, in 2018-19, 
Exports from India to UAE totalled $30.2 billion while 
exports from the UAE to India reached $29.8 billion. 
Statement 3 is correct: India has a trade surplus and both 
nations (India-UK) share a trade relation of over $15 
billion annually. 
Statement 4 is incorrect: Bilateral trade is around 
US$ 3-3.5 billion and is overwhelmingly in favour of 
Switzerland. 
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Knowledge Base: Top export destinations of India are: 
USA, UAE, China, Hong Kong, Singapore and UK. 

77. Solution (b)
Exp) Option b is correct 
Statement (B) is correct: Russia (32.5M tonnes), the U.S. 
(27M tonnes), Canada (21.5M tonnes), France (20M 
tonnes), and Ukraine (20M tonnes) were the main 
exporters of wheat in the world, generating 68% of total 
export. 
Knowledge Base: The countries with the highest volumes 
of wheat consumption in 2019 were China (137M 
tonnes), India (102M tonnes), and Russia (43M tonnes), 
together accounting for 37% of global consumption. The 
countries with the highest volumes of wheat production 
in 2019 were China (134M tonnes), India (102M tonnes), 
and Russia (75M tonnes), together accounting for 41% of 
global production. 

78. Solution (c)
Exp) Option c is correct 
Statement (1) is correct: The Economic Survey 2019-
20 said that India has been a net exporter of agricultural 
products since the economic reforms began in 1991. The 
Economic survey said, India has remained consistently a 
net exporter of agri-products, touching Rs 2.7 lakh crore 
exports and imports at Rs 1.37 lakh crore in 2018-19. 
Statement (2) is correct: An analysis of the last six years 
of the share of top ten agricultural commodities in total 
value of agricultural export shows that the share of marine 
products in total agricultural export value has remained 
the largest over the period, the survey said. Its share in 
total agricultural export value increased from 14.5 per 
cent in 2015-16 to close to 19 per cent in 2019-20. 

79. Solution (b)
Exp) Option b is correct. 
Statement (1) is correct: India’s overall exports 
(Merchandise and Services combined) in April-
March2020-21 are estimated to be USD 493.19Billion, 
exhibiting a negative growth of (-)6.66per cent over the 
same period last year. Merchandise exports registered a 
negative growth of 7.26% in april-march 2020/21. 
Statement (2) is incorrect: India has witnessed an 
impressive increase of almost 18.5 per cent in export 
of Agricultural and allied products during April 2020 
to February 2021 as compared to the same period, the 
previous year. 

80. Solution (a)
Exp) Option a is correct 
Foreign direct investment (FDI) is an investment made 
by a firm or individual in one country into business 
interests located in another country. Generally, FDI 
takes place when an investor establishes foreign business 
operations or acquires foreign business assets in a foreign 
company. However, FDIs are distinguished from portfolio 
investments in which an investor merely purchases 
equities of foreign-based companies. 

Singapore was the top source of foreign direct investment 
(FDI) into India in the first nine months of FY21 at $15.7 
billion, followed by the US at $12.82 billion with Mauritius 
at the third position at $3.47 billion. 
Knowledge Base: Gujarat garnered the highest share of 
FDI at $21.23 billion followed by Maharashtra at $13.63 
billion in the first nine months of FY21. 

81. Solution (a)
Exp) Option a is the correct sequence. 
In 2019, in current USD, the top five remittance recipient 
countries were 
• India (83.1 billion) 
• China (68.4 billion) 
• Mexico (38.5 billion) 
• Philippines (35.2 billion) 
• Arab Republic of Egypt (26.8 billion) 
A remittance is a non-commercial transfer of money by 
a foreign worker, a member of a diaspora community, or 
a citizen with familial ties abroad, for household income 
in their home country or homeland. Money sent home by 
migrants competes with international aid as one of the 
largest financial inflows to developing countries. Workers’ 
remittances are a significant part of international capital 
flows, especially with regard to labor-exporting countries. 
Knowledge Base: In relative terms, the top 5 countries 
which received the highest remittances as a share of gross 
domestic product (GDP) in 2019 were: Tonga (37.6% of 
GDP), Haiti (37.1%), South Sudan (34.1%), the Kyrgyz 
Republic (29.2%), and Tajikistan (28.2%). 

82. Solution (c)
Exp) Option c is correct. 
India’s forex reserves comprise foreign currency assets 
(FCAs), gold reserves, special drawing rights (SDRs), 
and the country’s reserve position with the International 
Monetary Fund (IMF). While the absolute value of each 
of the above unit keeps varying, in relative terms, FCA 
is its mains component, followed by Gold, RTP and SDR 
respectively. 
To give a perspective, following is the latest report on 
India’s Foreign Reserve- 
“According to the Reserve Bank of India’s (RBI) weekly 
statistical supplement, the reserves increased to USD 
581.213 billion from USD 576.869 billion reported for the 
week ended April 2. 
On a weekly basis- 
• FCAs - the largest component of the forex reserves, 

edged higher by USD 3.017 billion to USD 539.455 
billion. 

• the value of the country’s gold reserves gained by USD 
1.297 billion to USD 35.320 billion 

• the SDR value inched up by USD 6 million at USD 
1.492 billion 

• the country’s reserve position with the IMF inched 
higher by USD 24 million to USD 4.946 billion.” 
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83. Solution (a)
Exp) Option (a) is the correct answer. 
A foreign exchange swap, forex swap, or FX swap is a 
simultaneous purchase and sale of identical amounts of 
one currency for another on two different dates. 
Statement 1 is correct. The Reserve Bank of India will 
conduct a long-term forex swap auction which is aimed 
at improving domestic liquidity conditions. It will inject 
domestic currency in the market (Indian rupees) in 
exchange of dollars from the bank. This is much needed 
given the latest crunch of currency/liquidity in the market 
and the IL&FS breakdown. 
Statement 2 is incorrect: The forex swap will work in the 
following ways: 
The swap is in the nature of a simple buy/sell foreign-
exchange swap with the RBI. 
Under the buy/sell foreign exchange swap, a bank will sell 
dollars to the RBI and simultaneously agree to buy the 
same amount of dollars at the end of the swap period. The 
bank buys back the dollars and not rupees at the end of 
the swap period. 
Banks would likely bid to swap dollars at a forward rate, 
which is lower than the market rate. A cut-off would be 
determined based on the number of bids received. 

84. Solution (c)
Exp) Option c is correct. 
The weights assigned to each currency in the XDR 
basket are adjusted to take into account their current 
prominence in terms of international trade and national 
foreign exchange reserves. 
The SDR is an international reserve asset, created by the 
IMF in 1969 to supplement its member countries’ official 
reserves. The value of the SDR is based on a basket of 
five currencies—the U.S. dollar, the euro, the Chinese 
renminbi, the Japanese yen, and the British pound 
sterling. Currencies included in the SDR basket have 
to meet two criteria: the export criterion and the freely 
usable criterion. A currency meets the export criterion 
if its issuer is an IMF member or a monetary union that 
includes IMF members, and is also one 
of the top five world exporters. For a currency to be 
determined “freely usable” by the IMF, it has to be widely 
used to make payments for international transactions 
and widely traded in the principal exchange markets. 
Freely usable currencies can be used in Fund financial 
transactions. 
The SDR basket is reviewed every five years, or earlier if 
warranted, to ensure that the basket reflects the relative 
importance of currencies in the world’s trading and 
financial systems. 
Knowledge Base: The most recently added currency in 
the basket of SDR was Rembini (effective from 1 October 
2016) 

85. Solution (d)
Exp) Option d is correct. 

All the statement are correct. 
External Commercial Borrowings is a loan availed by an 
Indian entity from a non-resident lender with a minimum 
average maturity. Most of these loans are provided by 
foreign commercial banks buyers’ credit, suppliers’ credit, 
securitized instruments such as Floating Rate Notes and 
Fixed Rate Bonds etc. 
The negative list, for which the ECB proceeds cannot be 
utilised, would include: 
real estate activities, 
investment in capital market, 
equity investment, 
working capital purposes (except from foreign equity 
holder), 
repayment of Rupee loans (except from foreign equity 
holder) 

86. Solution (a)
Exp) Option a is correct. 
Statement A is correct: ICEDASH Portal- It is an Ease 
of Doing Business (EoDB) monitoring dashboard of the 
Indian Customs. 
It will help public see the daily customs clearance times of 
import cargo at various ports and airports. 
It will help the businesses in comparing clearance times 
across ports and thus plan their logistics accordingly. 
It has been developed in collaboration with the National 
Informatics Centre (NIC). 
Statement (B) is Incorrect: ATITHI App- It is an easy to 
use mobile app for international 
travellers to file the Customs declaration in advance. 
Statement (C) is incorrect: ICEGATE – On this portal, 
Importers & Exporters can avail facilities of self E-Filing 
of documentations, E-Payments and Real Time Tracking 
and Query Status 
Statement (D) is incorrect: SPICe+ - It is an integrated 
Web form offering 10 services by 3 Central Govt Ministries 
& Departments. saving as many procedures, time and cost 
for Starting a Business in India. 
Knowledge Base: India has improved its ranking by 79 
positions in five years (2014-19). In the recent World 
Bank’s Ease of Doing Business 2020 report, India jumped 
to 63rd position, among 190 nations. 

87. Solution (b)
Exp) Option b is correct. 
Statement 1 is incorrect. Global Innovation & Technology 
Alliance (GITA) is a “not–for–profit” Section-8 Public 
Private Partnership (PPP) company promoted jointly by 
the Technology Development Board (TDB), Department 
of Science & Technology (DST), Government of India and 
the Confederation of Indian Industry (CII). 
Statement 2 is correct. The mandate of GITA includes: 
--GITA extends financial support in form of Grant/
Conditional Grant to promote industrial R&D, 
Innovation, Technology Acquisition and International 
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S & T collaborative efforts. --GITA catalyzes innovation 
and empowers ideas by offering specialized Information, 
matchmaking, IP protection etc. in the areas of 
technology design and IPR management. --GITA is 
involved in Technical, Financial, Strategic policy research 
and recommendation to industry, research institution, 
State & Central Government and offers global networking 
platforms. --GITA is mandated to facilitate the 
implementation of various innovative and revolutionary 
scientific and technological industrial research and 
development projects worldwide. 

88. Solution (c)
Exp) Option c is correct. 
Statement 1 is correct. Partners in Population and 
Development (PPD) is an Inter-governmental Alliance 
of 27 developing countries with a mission to expand 
and improve South-South collaboration in the fields of 
family planning and reproductive health, population and 
development through the governments, NGOs and private 
sector organizations. It was created at the International 
Conference on Population and Development (ICPD) in 
Cairo in 1994. 
 Statement 2 is correct. There were only 10 developing 
countries at the time of formation of the Organization in 
1994, over the years PPD’s membership has increased to 27 
developing countries across Asia, Middle East and North 
Africa, Sub-Saharan Africa and Latin America covering 
nearly 60% of total world population. Bangladesh, China, 
India, Indonesia, Pakistan, Sri Lanka, Thailand and 
Vietnam are the PPD members from Asia. 

89. Solution (d) 
Exp) Option d is correct. 
Statement 1 is correct. In 1990-91 First Gulf War 
started. This had an impact on oil prices which rose 
drastically. As a result of this India’s import bill increased 
which depleted its forex reserves. 
Statement 2 is correct. In the wake of the gulf war there 
was a sharp decline in remittance from Indian overseas 
workers, especially from the gulf region. 
Statement 3 is correct. Along with the above events, 
Fiscal health during this period was very weak. In June 
1991, India’s forex reserves had declined to dangerous 
levels. It was left with just two weeks of import coverage. 

90. Solution (a)
Exp) Option a is correct. 
 Statement 1 is incorrect. Indian forex reserves were 
seriously depleted before 1991. As per the conditions 
of IMF it devalued (not revalued) its currency. By 
devaluating the currency Indian exports became 
competitive and hence increased the inflow of foreign 
exchange. 
Statement 2 is correct. Earlier India functioned as a 
closed economy. This policy started the practice of an 
open door policy and to improve foreign investment in 
the economy it started the practice of FDI in 1991 itself. 

91. Solution (a)
Exp) Option a is correct 
Statement 1 is correct. Due to increased foreign 
investment there will be capital and technology influx. 
This will expand the export basket of India, as with the 
help of FDI-horizontally there will be more products and 
vertically quality of the products will improve. This in 
turn would lead to increase in exports. 
Statement 2 is incorrect. With FDI inflow there will be 
increase in productivity in the economy. Industrial 
sector will also see increase in production. 
Statement 3 is incorrect. There is an increase in GDP, 
initially through the FDI itself, but this will be followed 
by a positive multiplier effect on the economy so that 
the final increase in national income is greater than the 
initial injection of FDI. 

92. Solution (b)
Exp) Option b is correct. 
Statement 1 is incorrect. The U.N. Convention on 
International Settlement Agreements Resulting from 
Mediation was signed in Singapore by 46 U.N. members, 
including India, the United States and China. It came into 
force in September 2020. 
Statement 2 is correct. The aim is to have a global 
framework that will give businesses greater confidence 
to settle international disputes through mediation rather 
than taking them to court, which can be obstructively 
time-consuming and expensive. This will help in ease 
of doing business and would advance trade, commerce 
and investment at the international level. 

93. Solution (c)
Exp) Option c is correct 
Statement 1 is correct. India is the world’s largest 
consumer of gold. 
Statement 2 is incorrect. The USA has been ranked 1st 
with total gold reserves of 8,133.5 tonnes followed by 
Germany, International Monetary Fund (IMF), Italy, 
France, Russia and China. 
A gold reserve is the gold held by a national central bank, 
intended mainly as a guarantee to redeem promises to pay 
depositors, Currency holders, or trading peers. 
Statement 3 is correct. According to the latest release 
by the World Gold Council, India has ranked 10thin 
the country list with total gold reserves of 618.2 tonnes 
(excluding IMF). 

94. Solution (c) 
Exp) Option c is correct.  
Statement a is correct. Most-favoured-nation (MFN) 
means treating other people equally. Under the World 
Trade Organisation (WTO) agreements, countries cannot 
normally discriminate between their trading partners.  
Statement b is correct. If a country grants someone a 
special favour, such as a lower customs duty rate for one 
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of their products, then it has to do the same for all other 
WTO members.  
Statement c is incorrect. Some exceptions are allowed 
regarding MFN status. Some countries can give developing 
countries special access to their markets. Also, a country 
can raise barriers against products that are considered to 
be traded unfairly from specific countries. Until recently, 
the USA had given India a special status under the GSP 
(Generalised System of Preference) trade programme. 
It was terminated in June 2019.  
Statement d is correct. Countries can also set up a free 
trade agreement that applies only to goods traded within 
the group. This exception in MFN agreement allows 
discrimination against goods from the countries which 
are not part of the group.  

95. Solution (a)
Exp) Statement 1 is correct. The London Interbank 
Offered Rate (LIBOR) is the interest rate on dollar and 
other foreign currency deposits at which larger banks are 
prepared to borrow and lend these currencies in the Euro-
currency market. It serves as a reference rate at which 
financial instruments can contract upon to establish the 
terms of agreement. LIBOR is expected to cease after end-
2021. 
Statement 2 is incorrect. There are Government exposures 
linked to LIBOR. These include LIBOR-referenced loans 
availed by the Government from multilateral /bilateral 
agencies and Lines of Credit offered to other countries. 
A large number of trade contracts also reference LIBOR 
but most of these are short term and existing contracts 
may not continue after the cessation of LIBOR. India’s 
exposure to LIBOR-linked borrowings, bonds, deposits 
and derivative contracts is pegged at USD 331 billion. 

96. Solution (d)
Exp) Option d is correct answer. 
Statement 1 is incorrect: Information Technology 
Agreement (ITA) is an agreement under the overall WTO 
framework. ITA was signed in 1996 (one year after WTO 
came into effect from 1st Jan 1995). It seeks to accelerate 
and deepen the reduction of trade barriers for the critically 
important ICT industry. India joined the Agreement in 
1997. India is in the process of implementing the ITA. 
Statement 2 is correct: The ITA requires each participant 
(member country) to eliminate and bind customs duties 
at zero for all products specified in the Agreement. Since 
the ITA concessions are included in the participants’ 
WTO schedules of concessions, the tariff elimination is 
implemented on a most-favoured nation (MFN) basis. 
This means that even countries that have not joined the 
ITA can benefit from the trade opportunities generated 
by ITA tariff elimination. “Bind” means if a country has 
eliminated the customs duty to zero then the member 
country is bound by it and in case if it increases then it 
will have to face penal provisions. 
Statement 3 is correct: The ITA covers a large number 
of high technology products, including computers, 

telecommunication equipment, semiconductors, 
semiconductor manufacturing and testing equipment, 
software, scientific instruments, as well as most of the 
parts and accessories of these products. 
Knowledge Base: Information Technology Agreement-II 
Recently, few developed countries proposed to broaden 
the scope and coverage of the ITA. Over 50 members 
concluded the expansion of the Agreement at the Nairobi 
Ministerial Conference in December 2015. Its aim 
was to increase the coverage of IT products on which 
customs duty would be bound at zero, addressing non-
tariff measures and expanding the number of signatory 
countries to include countries such as Argentina, Brazil 
and South Africa. 
India decided not to participate in this for the time being 
because India’s experience with the ITA-I has been most 
discouraging, which almost wiped out the IT industry 
from India. 

97. Solution (a)
Exp) Option a is correct 
The Chiang Mai Initiative (CMI) is a multilateral 
currency swap arrangement among the ten members of 
the Association of Southeast Asian Nations (ASEAN), the 
People’s Republic of China (including Hong Kong), Japan, 
and South Korea. 
Statement 1 is correct: The Chiang Mai Initiative 
(CMI) was the first regional currency swap arrangement 
launched by the ASEAN+3 countries in May 2000 at 
an annual meeting of the Asian Development Bank to 
address the short-term liquidity difficulties in the region 
and to supplement the existing international financial 
arrangements. 
Statement 2 is incorrect: Chiang Mai Initiative was 
established in 2001 after lessons learned from the Asian 
financial crisis of 1997. The initiative began as a series of 
bilateral swap arrangements after the ASEAN Plus Three 
countries met on 6 May 2000 in Chiang Mai, Thailand, at 
an annual meeting of the Asian Development Bank. After 
1997 Asian Financial Crisis, member countries started 
this initiative to manage regional short-term. 
liquidity problems and to avoid relying on the International 
Monetary Fund. 
Statement 3 is incorrect: Starting out as a bunch of 
swap agreements, the mechanism became the Chiang 
Mai Initiative Multilateralism (CMIM) in 2009, after 
the region was hit once again, this time by the Global 
Financial Crisis. 

98. Solution (b)
Exp) Option b is correct. 
The HSN Code is a six-digit identification code. The 
World Customs Organization (WCO) developed this 
code in 1988. It is an international nomenclature for 
the classification of products. It allows participating 
countries to classify traded goods on a common basis for 
customs purposes. The code, also called the universal 
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economic language for goods, is a multipurpose 
international product nomenclature. 
The HSN code currently comprises around 5,000 
commodity groups. Each Code is a unique six-digit code 
that has numbers arranged in a legal and logical structure.  
Relevance: The Government makes the 6-digit HSN 
(Harmonized System of Nomenclature) code mandatory 
for a GST taxpayer having a turnover of more than Rs 5 
crore in a financial year. This rule comes into effect from 
April 1, 2021. 
Source: “HSN code” Made Mandatory for Certain 
Category of GST Taxpayers (forumias.com) 

99. Solution (a)
Exp) Option a is correct 
While presenting the Union Budget 2021-22 in 
Parliament, the Finance Minister said that ship recycling 
capacity will be doubled by 2024 and efforts are being 
made to bring more ships from Europe and Japan.  
For this India has enacted Recycling of Ships Act, 2019 
and acceded to the Hong Kong International Convention. 

100. Solution (d) 
Exp) Option d is correct.  
Statement 1 is correct. E9 initiative will aim to accelerate 
recovery and advance the Sustainable Development Goal 
4 agenda by driving rapid change in education systems 
including digital learning. The initiative will also focus 
on three of the 2020 Global Education Meeting priorities 
namely: (i) support to teachers; (ii) investment in skills 
and (iii) narrowing of the digital divide.  
Statement 2 is correct. It is launched in 1993 at the 
UNESCO’s Education For All (EFA) Summit in New 
Delhi. The United Nations is spearheading the initiative 
with nine countries namely Bangladesh, Brazil, China, 
Egypt, India, Indonesia, Mexico, Nigeria, and Pakistan.  
Statement 3 is correct. The E9 forum aims to achieve the 
goals of UNESCO’s Education For All (EFA) initiative. It 
strengthens political will and collective effort to ensure 
quality education and lifelong learning opportunities for 
all. E-9 Initiative has become a forum for the countries to 
discuss their experiences related to education, exchange 
best practices, and monitor EFA-related progress.  

6.3. International Institutions

101. Solution (d)
Exp) Option d is correct. 
Statement 1 is correct. The IMF was established in 1945.
The IMF’s mandate includes facilitating the expansion 
and balanced growth of international trade, promoting 
exchange stability, and providing the opportunity for 
the orderly correction of countries’ balance of payments 
problems. 
Statement 2 is correct. The World Bank aims to reduce 
poverty by offering assistance to middle-income and 
low-income countries. While the International Monetary 

Fund (IMF) oversees the stability of the world’s monetary 
system. 
Statement 3 is correct. IMF provides policy advice to 
governments and Central Banks based on analysis of 
economic trends and cross-country experiences. 

102. Solution (a)
Exp) Option a is correct. 
Statement 1 is correct: The IMF oversees the 
international monetary system and monitors the 
economic and financial policies of its 190 member 
countries. As part of this process, which takes place both 
at the global level and in individual countries, the IMF 
highlights possible risks to stability and advises on 
needed policy adjustments. 
Statement 2 is correct: The IMF provides loans to 
member countries experiencing actual or potential 
balance of payments problems to help them rebuild their 
international reserves, stabilize their currencies, continue 
paying for imports, and restore conditions for strong 
economic growth, while correcting underlying problems. 
Statement 3 is incorrect: The Financial Action Task 
Force on Money Laundering (FATF) has primary 
responsibility for developing a worldwide standard for 
AML/CFT. It works in close cooperation with other key 
international organizations, including the IMF, the World 
Bank, the United Nations, and FATF-style regional bodies 
(FSRBs). It is the global money laundering and terrorist 
financing watchdog. 
Knowledge Base: The International Monetary Fund 
(IMF) is an organization of 190 countries, working to 
foster global monetary cooperation, secure financial 
stability, facilitate international trade, promote high 
employment and sustainable economic growth, and 
reduce poverty around the world. 

103. Solution (b)
Exp) Option b is correct. 
Statement 1 is correct. The World Bank Group works 
with developing countries to reduce poverty and increase 
shared prosperity, while the International Monetary 
Fund serves to stabilize the international monetary 
system and acts as a monitor of the world’s currencies. 
The World Bank Group provides financing, policy 
advice, and technical assistance to governments, and also 
focuses on strengthening the private sector in developing 
countries. The IMF keeps track of the economy globally 
and in member countries, lends to countries with balance 
of payments difficulties, and gives practical help to 
members. 
Statement 2 is correct. When a country borrows from 
the IMF, its government agrees to adjust its economic 
policies to overcome the problems that led it to seek 
financial aid. These policy adjustments are conditions 
for IMF loans and serve to ensure that the country will 
be able to repay the IMF. The World Bank promotes 
long-term economic development by providing financial 
support to help countries reform certain sectors or 
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implement specific projects—such as building schools 
and health centers, providing water and electricity, 
fighting disease, and protecting the environment. 
Statement 3 is incorrect. Both IMF and World Bank have 
same membership. However, no admission to the World 
Bank is possible without the IMF membership and not 
vice-versa. To become a member of the IMF, countries 
must apply and be accepted by the other members. 
Statement 4 is correct. The IMF raises its money through 
membership fees, known as quotas. Each member 
country pays a quota based on its relative economic size 
so that the larger economies pay more. The World Bank 
raises most of its money through borrowing by issuing 
bonds to investors. It also receives grants from donors. 

104. Solution (a)
Exp) Option a is correct. 
Statement 1 is incorrect. The Financial Action Task Force 
(FATF) was established in July 1989 by a Group of Seven 
(G-7) Summit in Paris, initially to examine and develop 
measures to combat money laundering. 
Statement 2 is correct. The countries that support terror 
funding and money laundering activities are put into 
the list of Non-Cooperative Countries or Territories 
(NCCTs), also commonly known as the blacklist. It is a 
list of countries that the intragovernmental organization 
considers non-cooperative in the global effort to combat 
money laundering and the financing of terrorism. 
Grey List: Countries that are considered safe haven for 
supporting terror funding and money laundering are put 
in the FATF grey list. This inclusion serves as a warning to 
the country that it may enter the blacklist. 
Statement 3 is incorrect. Currently, Iran and North Korea 
are included in the blacklist. 

105. Solution (a)
Exp) Option a is correct. 
Statement 1 is incorrect: The reserve tranche is basically 
an emergency account that IMF members can access 
at any time without agreeing to conditions or paying 
a service fee. In other words, a portion of a member 
country’s quota that can be withdrawn ‘free of charge’ 
at its own discretion. 
Statement 2 is correct: Special drawing rights (SDR) 
are an artificial currency instrument created by the 
International Monetary Fund in 1969, which uses them 
for internal accounting purposes. 
Statement 3 is correct: The value of the SDR is calculated 
from a weighted basket of major currencies, including 
the U.S. dollar, the euro, Japanese yen, Chinese yuan, 
and British pound. 

106. Solution (c)
Exp) Option c is correct. 
Statement 1 is correct. TRIPS posed a potential barrier if 
a country lacked its own production capacity and wished 
to import medicines from another country where a patent 

was in force and where a compulsory licence was needed 
for production and export. 
The mechanism set up by the WTO to address this 
problem, often referred to as the “Paragraph 6 System” 
(the System), created a new form of trade-related 
compulsory licence specifically for the export of 
medicines. The use of this special compulsory licence 
requires formal notifications to the WTO both by the 
importing and exporting Member. 
Statement 2 is incorrect. Compulsory licenses are 
authorizations given to a third-party by the Controller 
General to make, use or sell a particular product or use 
a particular process which has been patented, without 
the need of the permission of the patent owner. So, it 
allows to sell the product also. 
Statement 3 is incorrect. Even after a compulsory 
license is granted to a third party, the patent owner still 
has rights over the patent, including a right to be paid 
for copies of the products made under the compulsory 
licence. 

107. Solution (a)
Exp) Option a is correct. 
Statement 1 is correct. Compulsory licensing is when a 
government allows someone else to produce a patented 
product or process without the consent of the patent 
owner or plans to use the patent-protected invention 
itself. 
Statement 2 is correct. Compulsory licensing is one of 
the flexibilities in the field of patent protection included 
in the WTO’s agreement on intellectual property — the 
TRIPS (Trade-Related Aspects of Intellectual Property 
Rights) Agreement. 
Statement 3 is incorrect. Indian laws allow the grant of 
Compulsory licensing. 
An Indian company can apply for a compulsory license 
under Section 84 of the TRIPs-compliant Indian Patents 
Act. The Controller of Patents can issue a compulsory 
license under Section 92 of the Act. 
Under Section 84, a company can be given compulsory 
license if it is able to show one of the three circumstances 
exists: 1) reasonable requirement of the public with regard 
to the patented invention not being satisfied, or 2) that 
the patented invention is not available to the public at 
the reasonably affordable price; or 3) that the patented 
invention is not worked in the territory of India. 
India’s first ever compulsory license was granted by the 
Patent Office on March 9, 2012, to Hyderabad-based 
Natco Pharma for the production of a generic version 
of Bayer’s Nexavar, an anti-cancer agent used in the 
treatment of liver and kidney cancer. 

108. Solution (b)
Exp) option b is correct. 
The Global Survey on Digital and Sustainable Trade 
Facilitation is conducted every two years by United 
Nation’s Economic and Social Commission for Asia 
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Pacific (UNESCAP). India scored 90.32% in 2021 survey 
compared to 78.49% in 2019 survey. The survey evaluated 
143 countries in 2021. 
The overall score of India has also been found to be 
greater than many OECD countries including France, 
UK, Canada, Norway, Finland etc. 
Knowledge Base: 
India has made significant improvement on all five key 
indicators’: 
Transparency:100% in 2021 (from 93.33% in 2019) 
Formalities: 95.83% in 2021 (from 87.5% in 2019) 
Institutional Arrangement and Cooperation: 88.89% in 
2021 (from 66.67% in 2019) 
Paperless Trade: 96.3% in 2021 (from 81.48% in 2019) 
Cross-Border Paperless Trade: 66.67% in 2021 (from 
55.56% in 2019) 

109. Solution (b)
Exp) Option b is correct. 
The Global Infrastructure Facility (GIF) is a partnership 
among governments, multilateral development banks, 
private sector investors, and financiers. The Global 
Infrastructure Facility (GIF) is a global, open platform 
that facilitates the preparation and structuring of 
complex infrastructure public private partnerships 
(PPPs) to enable mobilization of private sector and 
institutional investor capital. The Governing Council 
is co-chaired by the World Bank Group and a Funding 
Partner. 

110. Solution (d) 
Exp) Option d is correct.  
In 2020, The World Economic Forum released a new 
index to measure social mobility. Social mobility can 
be understood as the movement in personal societal 
circumstances either “upwards” or “downwards” of an 
individual in relation to those of their parents. In absolute 
terms, it is the ability of a child to experience a better 
life than their parents. On the other hand, relative social 
mobility is an assessment of the impact of socio-economic 
background on an individual’s outcomes in life. 

111. Solution (b)
Exp) Option b is correct. 
The Human Capital Index is a report prepared by the 
World Bank. Index measures which countries are best 
in mobilizing the economic and professional potential of 
its citizens. The index measures how much capital each 
country loses through lack of education and health. 

112. Solution (c)
Exp) Option c is correct. 
The ranking is declared by World Bank. A high ease of 
doing business ranking means the regulatory environment 
is more conducive to the starting and operation of a 
local firm. The rankings are determined by sorting the 
aggregate scores on 10 topics, each consisting of several 

indicators, giving equal weight to each topic. The ease of 
doing business ranking ranges from 1 to 190. The ranking 
of economies is determined by sorting the aggregate ease 
of doing business scores  

113. Solution (b)
Exp) Option b is correct. 
Option 1 is correct: The International Bank for 
Reconstruction and Development (IBRD) is an 
international financial institution, established in 1944 
after the Bretton Woods Conference and is the lending 
arm of World Bank Group. 
Option 2 is incorrect: The WTO officially commenced 
on 1 January 1995 under the Marrakesh Agreement, 
signed by 123 nations on 15 April 1994, replacing the 
General Agreement on Tariffs and Trade (GATT), which 
commenced in 1948. 
Option 3 is correct: IMF formed in July 1944, at the 
Bretton Woods Conference primarily by the ideas of 
Harry Dexter White and John Maynard Keynes, it came 
into formal existence in 1945 with 29 member countries 
and the goal of reconstructing the international monetary 
system. 

114. Solution (b) 
Exp) Option b is correct.  
Statement 1 is incorrect. The first summit of BRICS 
held in Yekaterinburg, Russia in 2009. BRICS is an 
informal group of states comprising the Federative 
Republic of Brazil, the Russian Federation, the Republic 
of India, the People’s Republic of China and the Republic 
of South Africa.  
Statement 2 is correct. South Africa was admitted as 
a BRIC nation on 24/12/2010, after being invited by 
China and other BRIC nations. It was the last to join 
BRICS. 

115. Solution (b)
Exp) Option b is correct. 
India is a member of four of the five constituents of the 
World Bank Group viz., 
International Bank for Reconstruction and Development 
(IBRD), 
International Development Association (IDA), 
International Finance Corporation (IFC) and 
Multilateral Investment Guarantee Agency (MIGA). 
India has been accessing funds from the World Bank 
(mainly through IBRD and IDA) for various development 
projects. 
India is not a member of ICSID (International Centre 
for Settlement of Investment Disputes) 

116. Solution (b) 
Exp) Option b is correct.  
The WTO members adopted a decision to negotiate a 
Special Safeguard Mechanism (SSM) for developing 
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countries. The SSM would allow developing countries 
to temporarily increase tariffs on agriculture products 
in cases of import surges or price declines. This Special 
Safeguard Mechanism or “SSM”. 
Would be available for developing countries only. 
Objective: for developing countries to address import 
surges or price falls. 
Could be triggered if the import surge or price fall is big 
enough, without any need to test injury or to negotiate. 

117. Solution (a) 
Exp) Option a is correct.  
Statement 1 is correct. The Dispute Settlement Body (the 
General Council in another guise), consists of all WTO 
members. The Dispute Settlement Body has the sole 
authority to establish “panels” of experts to consider 
the case, and to accept or reject the panels’ findings or 
the results of an appeal. 
Statement 2 is incorrect. Appeal on the panel’s decision is 
heard by three members of a permanent seven-member 
Appellate Body set up by the Dispute Settlement Body 
and broadly representing the range of WTO membership. 
Members of the Appellate Body have four-year terms. 
They have to be individuals with recognized standing in 
the field of law and international trade, not affiliated with 
any government.  
Statement 3 is incorrect. If a case runs its full course 
to a first ruling, it does not take more than one year; 15 
months if the case is appealed. The agreed time limits 
are flexible, and if the case is considered urgent (e.g. if 
perishable goods are involved), it is accelerated as much 
as possible. 

118. Solution (d)
Exp) Option d is correct. 
Statement 1 is incorrect. G-7 was formed in response 
to the first oil shock of 1970s while G-20 was formed in 
1999 in response to Asian financial crisis of 1977-1998. 
In 1998 Russia joined the club making it the G-8, but was 
removed in 2014 after its annexation of Crimea so making 
it again G-7. G-20 is an informal group of 19 countries 
and the European Union along with the representatives of 
the IMF and the World Bank.  
Statement 2 is correct. G-7 represents nearly 50% of 
global GDP while G-20 represents 85% of global GDP, 
2/3rd of the world’s population, 80% of global investment 
and over 75% of global trade.  
Statement 3 is correct. G-7 members are Canada, 
France, Germany, Italy, Japan, UK, and US. In addition, 
the presidents of the European council and the European 
commission represent the EU at G-7 summits. G-20 
members include Argentina, Australia, Brazil, Canada, 
China, France, Germany, India, Indonesia, Italy, Japan, 
Republic of Korea, Mexico, Russia, Saudi Arabia, South 
Africa, Turkey, UK, US and the European Union. Thus, all 
the members of G-7 are included in G-20.  

119. Solution (a)
Exp) Option a is correct. 

Statement 1 is correct. The World Trade Organization 
(WTO) is the only global international organization 
dealing with the rules of trade between nations. 
Statement 2 is incorrect. The WTO is not a UN 
specialized agency, but it has maintained strong relations 
with the UN and its agencies since its establishment. 
Statement 3 is incorrect. There are no WTO definitions 
of “developed” and “developing” countries. Members 
announce for themselves whether they are “developed” 
or “developing” countries. However, other members 
can challenge the decision of a member to make use of 
provisions available to developing countries. The WTO 
Agreements contain special “Special and Differential 
Treatment” (S&D) provisions which give developing 
countries special rights. 

120. Solution (b)
Exp) Option b is correct 
Statement 1 is incorrect. The Contingent Reserve 
Arrangement was signed by the BRICS nations in 2014 as 
part of Fortaleza Declaration at 6th BRICS summit. The 
CRA aims to strengthen financial stability by providing 
short-term liquidity support to the members through 
currency swaps to help in mitigating BOP crisis 
situation. 
Statement 2 is correct. The BRICS leaders signed the 
Agreement establishing the New Development Bank 
(NDB) during the 6th BRICS Summit in Fortaleza in 
2014. 

121. Solution (d)
Exp) Option d is correct. 
Statement 1 is correct. In 2018, the New Development 
Bank (NDB) received observer status in the United 
Nations General Assembly, establishing a firm basis for 
active and fruitful cooperation with the UN. 
Statement 2 is correct. The Bank supports public or 
private projects through loans, guarantees, equity 
participation and other financial instruments. The main 
objective is to finance infrastructure and sustainable 
development projects in BRICS and other emerging 
economies and developing countries. 
Statement 3 is correct. The bank functions on a 
consultative mechanism among the BRICS members 
with all the member countries possessing equal rights. 

122. Solution (c)
Exp) Option c is correct. 
Asian Infrastructure Investment Bank (AIIB) began 
operations in 2016 with 57 founding members. By the 
end of 2020, it had 103 approved members representing 
approximately 79% of the global population and 65% of 
global GDP. 
Statement 1 is incorrect. Its initial total capital is US$100 
billion divided into 1 million shares of 100 000 dollars 
each. China (and not Japan) is the largest shareholder 
with 26.5% voting shares and India is the second-largest 
shareholder (7.62%). 
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Statement 2 is correct. Membership in the AIIB is divided 
into regional and non-regional members. It is open to all 
members of the World Bank or the Asian Development 
Bank and also allow non-sovereign entities to apply for its 
membership. 
Statement 3 is correct. It has a Board of Directors to take 
a strategic approach to direct and oversee the work of an 
accountable management. AIIB staff is headed by the 
President who is elected by AIIB shareholders for a five-
year term and eligible for re-election once. 

123. Solution (d)
Exp) Option d is correct. 
Trade Facilitation Agreement was signed under World 
Trade Organization’s Bali Ministerial Conference in 
2013 and came into force from 2017. It aims to simplify 
and speed up customs procedures by member countries 
for enhancing trade. 
Option 1 is correct. It provides for lowering import 
tariffs and agricultural subsidies to make it easier for 
developing countries to trade with the developed world 
in global markets. 
Option 2 is correct. It ensures that developed countries 
would abolish hard import quotas on agricultural 
products from the developing world. Instead developed 
countries would be allowed to charge tariffs on amount of 
agricultural imports exceeding specific limits. 
Option 3 is correct. It aims to cut red-tape at borders to 
facilitate trade by reforming customs bureaucracies and 
formalities. 

124. Solution (a)
Exp) Option a is correct. 
The International Finance Corporation (IFC) was set 
up in 1956 which is also known as the private arm of 
the WB. It lends money to private sector companies of its 
member nations. The interest rate charged is commercial 
but comparatively low. There are many attractive features 
of IFC’s lending. It finances and provides advice for 
private-public ventures and projects in partnership with 
private investors and, through its advisory work, helps 
governments of the member nations to create conditions 
that stimulate the flow of both domestic and foreign 
private savings and investment. We have seen a great 
upsurge in the IFC private investments in India which 
has undoubtedly strengthened the foreign investors’ 
confidence in the Indian economy. 

125. Solution (a) 
Exp) Option a is correct 
Option a is correct. The Inclusive Development Index 
(IDI) is released by the World Economic Forum (WEF). 
It is an annual assessment of 103 countries’ economic 
performance that measures how countries perform on 
eleven dimensions of economic progress in addition to 
GDP. 

126. Solution (a)
Exp) Option a is correct. 

The World Happiness Report is published by the 
Sustainable Development Solutions Network. The 
Sustainable Development Solutions Network (SDSN) 
has been operating since 2012 under the auspices of the 
Secretary-General of the United Nations to support the 
implementation of the Sustainable Development Goals 
(SDGs) and the Paris Agreement on Climate Change. 

127. Solution (b)
Exp) Option b is correct. 
Statement 1 is correct. The Organization for Economic 
Co-operation and Development (OECD) is an 
international organization that works to shape policies 
that foster prosperity, equality, opportunity and well-
being for all. It aims to improve economic performance 
and create jobs, foster strong education and fight 
international tax evasion. 
Statement 2 is correct. OECD works with governments, 
policy makers and citizens in establishing evidence-based 
international standards and finding solutions to a range of 
social, economic and environmental challenges. 
Statement 3 is correct. It is headquartered in Paris. 
Statement 4 is incorrect. India is not a member of the 
organization. But India is a key partner and works closely 
with OECD in different areas like taxation, fiscal affairs, 
literacy etc. 

128. Solution (b)
Exp) Option b is correct. 
Statement 1 is incorrect: The bank is headquartered in 
Shanghai, China. 
Statement 2 is incorrect: In New Development Bank each 
participant country will be assigned one vote. 
Statement 3 is correct: During the sixth BRICS Summit 
in Fortaleza (2014), the leaders signed the Agreement 
establishing the New Development Bank (NDB). 
Statement 4 is correct: All members of the United 
Nations could be members of the bank; however, the share 
of the BRICS nations can never be less than 55% of voting 
power.

129. Solution (c)
Exp) Option c is correct. 
The Bank for International Settlements (BIS) is an 
international financial institution owned by central 
banks that “fosters international monetary and financial 
cooperation and serves as a bank for central banks”. 
Statement 1 is incorrect: Bank of international settlement 
was established in 1930. The BIS was originally intended 
to facilitate reparations imposed on Germany by the 
Treaty of Versailles after World War I, and to act as the 
trustee for the German Government International Loan 
(Young Loan) that was floated in 1930. 
Statement 2 is incorrect: The Bank of international 
settlement is owned by 62 central banks, representing 
countries from around the world that together account 
for about 95% of world GDP. 
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Statement 3 is correct: Its head office is in Basel; 
Switzerland and it has two representative offices: in Hong 
Kong SAR and in Mexico City. 

130. Solution (a)
Exp) Option a is correct. 
IMF and World Bank were established as Bretton Woods 
twins post World War II. The International Monetary 
Fund (IMF) was set up along with the World Bank after 
the Second World War to assist in the reconstruction 
of war-ravaged countries. Leaders felt that financial 
stability was best achieved when countries worked in an 
environment of interdependence. Countries must first 
join the IMF to be eligible to join the World Bank Group. 
Today, each institution has 189 member countries. 

131. Solution (a) 
Exp) Option a is correct. 
The Great Reset is an initiative by the World Economic 
Forum. It is based on the assessment that the world 
economy is in deep trouble. Executive chairman of the 
WEF Schwab has argued that the situation has been made 
a lot worse by many factors, including the pandemic’s 
devastating effects on global society, the un- folding 
technological revolution, and the consequences of climate 
change. 
Schwab demands that “the world must act jointly 
and swiftly to revamp all aspects of our societies and 
economies, from education to social contracts and 
working conditions. Every country, from the United States 
to China, must participate, and every industry, from oil 
and gas to tech, must be transformed. In short, we need a 
‘Great Reset’ of capitalism.” 

132. Solution (b)
Exp) Option b is correct: 
‘The Trade & Development Report’ is published by United 
Nations Conference on Trade and Development. This 
annual report provides comprehensive and authoritative 
analysis of economic trends and policy issues of 
international concern. It offers recommendations for 
building a global economy that ensures better future for 
all people and the planet. 

133. Solution (c)
Exp) Option c is correct. 
The ‘World Rule of Law Index’ published by the World 
Justice Project provides cross. country comparison on 
various aspects of regulatory enforcement. 
The World Justice Project is an independent, international, 
Civil Society Organization. It aims for ‘working to advance 
the rule of law around the world’. 

134. Solution (a)
Exp) Option a is correct 
The United Nations Inter-Agency Group for Child 
Mortality Estimation (IGME) released the latest estimates 
for child mortality, jointly developed by UNICEF, the 

World Health Organization (WHO), the Population 
Division of the United Nations Department of Economic 
and Social Affairs (UN DESA) and the World Bank Group. 

135. Solution (a) 
Exp) Option a is correct 
World Trade Organization (WTO) has released the 
report titled ‘World Trade Report 2020: Government 
Policies to Promote Innovation in the Digital Age’. 
World Trade Report is an annual report published 
since 2003 by the World Trade Organization to deepen 
understanding about trends in trade, trade policy issues, 
and the multilateral trading system (MTS). 

136. Solution (c)
Exp) Option (c) is the correct answer. 
Statement 1 is correct. EASE stands for Enhanced Access 
and Service Excellence. This index is prepared by the 
Indian Banking Association and the Boston Consulting 
Group. The report measures the performance of each PSB 
on 140 objective metrics across 6 themes. 
Statement 2 is correct. The report has noted the 
strengthening of the bad-loan recovery process which 
points to the success of the Insolvency and Bankruptcy 
Code (IBC) in fast-tracking the resolution process in 
Public Sector Banks. The report has shown significant 
improvement in PSBs performance on the back of 
Government’s 4R strategy which includes recognition, 
recovery, recapitalization and reforms. The report also 
tracked multiple steps taken by PSBs to institutionalize 
CLEAN banking and avoid recurrence of NPA problem 
in future. 

137. Solution (d) 
Exp) Option d is correct. 
The SDG Index is a tool which offers excellent possibilities 
for the States/UTs to identify priority areas which demand 
action facilitate peer learning, highlight data gaps, and 
promote healthy competition. 
Statement 1 is correct. To coordinate all the SDG efforts 
at the national and subnational levels, NITI Aayog acts as 
the nodal institution. 
Statement 2 is correct. The SDG India Index 2019 is more 
robust than the SDG India Index 2018 of wider coverage 
of goals, targets, and indicators with greater alignment 
with the NIF. The Index spans 16 out of 17 SDGs with 
a qualitative assessment on Goal 17. This marks an 
improvement over the 2018 Index, which covered only 
13 goals. 
Statement 3 is correct. The SDG India Index 2019 tracks 
progress of all States and UTs on 100 indicators drawn 
from the MoSPI’s National Indicator Framework (NIF). 
The process of selection of these indicators included 
multipleconsultations with Union ministries/departments 
and States/UTs. 

138. Solution (b) 
Exp) Option b is correct. 
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Statement 1 is incorrect. The India Justice Report (IJR) is 
an initiative of Tata Trusts in collaboration with Centre for 
Social Justice, Common Cause, Commonwealth Human 
Rights Initiative, DAKSH, TISS–Prayas, Vidhi Centre for 
Legal Policy and How India Lives. 
Statement 2 is correct. The Report highlights stark 
conclusions, when aggregated for an all India picture. 
Women comprise only 29% of judges in India. Two-
thirds of the country’s prisoners are yet to be convicted. 
In the last 25 years, since 1995, only 1.5 crore people have 
received legal aid, though 80% of the country’s population 
is entitled to. 
Statement 3 is correct. The second edition of the India 
Justice Report, India’s only ranking of states on delivery of 
Justice to people, ranks Maharashtra once again at the top 
of the 18 Large and Mid-sized states (with population of 
over one crore each), followed by Tamil Nadu (2019: 3rd), 
Telangana (2019: 11th) Punjab (2019: 4th) and Kerala 
(2019: 2nd). The list of seven Small States (population less 
than one crore each) was topped by Tripura (2019: 7th), 
followed by Sikkim (2019: 2nd) and Goa (2019: 3rd). 

139. Solution (c)
Exp) Option c is correct. 
Statement 1 is incorrect: The Global Hunger Index is 
a peer-reviewed annual report, jointly published by 
Concern Worldwide and Welthungerhilfe. The GHI 
is designed to raise awareness and understanding of 
the struggle against hunger, provide a way to compare 
levels of hunger between countries and regions, and call 
attention to those areas of the world where hunger levels 
are highest and where the need for additional efforts to 
eliminate hunger is greatest. 
Statement 2 is correct: The Global Hunger Index is 
designed to comprehensively measure and track hunger 
at the global, regional, and country levels. GHI scores 
are calculated each year to assess progress and setbacks in 
combating hunger. 
Statement 3 is correct: India ranked 94 among 107 
countries in the Global Hunger Index 2020 and is in the 
‘serious’ hunger category with a score of 27.2. India’s rank 
was 102 out of 117 countries last year. India is behind 
Nepal (73), Pakistan (88), Bangladesh (75), Indonesia (70) 
among others. Out of the total 107 countries, only 13 
countries fare worse than India including countries like 
Rwanda (97), Nigeria (98), Afghanistan (99), Liberia 
(102), Mozambique (103), Chad (107) among others. 
Knowledge Base: Composition of the Global Hunger 
Index 

140. Solution (a)
Exp) Option a is correct. 
Logistics Performance Index is published by World 
Bank. It help countries to identify the challenges and 
opportunities in the Logistics sector. 
According to World Bank’s Logistics Performance Index, 
India ranks 44th in 2018 globally, up from 54th rank in 
2014. 

Interventions like Fast-tag, Bharatmala, Sagarmala and 
Dedicated Freight Corridors will drive down logistics cost 
and improve ranking of India. 

141. Solution (b) 
Exp) Option b is correct. 
Energy Transition Index is an annual report by the 
World Economic Forum (WEF). It prepares the report in 
collaboration with Accenture. The ranking aims to enable 
policy-makers and businesses to plan for a successful 
energy transition. ETI checks the readiness of countries 
for transition to secure, sustainable, affordable, and 
inclusive energy systems. 
The index ranks 115 countries on the basis following three 
parameters: 
Economic development and growth, 
Environmental sustainability and 
Lastly, Energy security and access; 
Economic Empowerment of Women is not one of the 
parameters considered under Energy Transition Index  
Facts: India ranks at the 87th position among 115 
countries in the Energy Transition Index (ETI). 
The report also says India improved in energy transition 
through the subsidy reforms and by increasing energy 
access with a regulatory environment and strong 
political commitment. 
Sweden tops the index. It is followed by Norway and 
Denmark. 

142. Solution (b)
Exp) Option b is correct. 
Human Development Index (HDI) report is released by 
the United Nations Development Programme (UNDP). 
Human Development Index is the measure of a nation’s 
health, education, and standards of living. 
According to HDI 2020 rankings, India is ranked 131, 
among its neighbours Bhutan is ranked 129, Bangladesh 
133, Nepal 142, and Pakistan 154. India had ranked 129 in 
2018 in the index. 
Norway topped the index, followed by Ireland, 
Switzerland, Hong Kong and Iceland. 

143. Solution (c)
Exp) Option c is correct. 
The Human Development Index (HDI) was created to 
emphasize that people and their capabilities should be 
the ultimate criteria for assessing the development of a 
country, not economic growth alone. 
There are three dimensions to HDI - 
The health dimension is assessed by life expectancy at 
birth, 
The education dimension is measured by mean of years of 
schooling for adults aged 25 years and more and expected 
years of schooling for children of school entering age. 
The standard of living dimension is measured by Gross 
National Income per capita. 
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The HDI simplifies and captures only part of what human 
development entails. It does not reflect on inequalities, 
poverty, human security, empowerment, etc. 

144. Solution (b) 
Exp) Option b is correct. 
Statement 1 is correct. One of the aspects of Gross 
Inequality Index (GII) is empowerment, measured by 
proportion of parliamentary seats occupied by females 
and proportion of adult females and males aged 25 years 
and older with at least some secondary education. 
Statement 2 is incorrect. GII also measures economic 
status, expressed as labour market participation and 
measured by labour force participation rate of female 
and male populations aged 15 years and older. 
Statement 3 is correct. The other dimension of GII is 
reproductive health, measured by maternal mortality 
ratio and adolescent birth rates. 

145. Solution (d)
Exp) Option d is correct. 
World Happiness Report, published by SDSN, use data 
that come from the Gallup World Poll. The rankings are 
based on answers to the main life evaluation question 
asked in the poll. The people are asked to rate their own 
current lives on that 0 to 10 scale. 
There are six factors on which the report is based - levels 
of GDP, life expectancy, generosity, social support, 
freedom, and corruption - contribute to making life 
evaluations higher in each country than they are in 
Dystopia, a hypothetical country that has values equal 
to the world’s lowest national averages for each of the six 
factors. 

146. Solution (b)
Exp) Option b is correct. 

The World Development Report (WDR) is published 
by the International Bank for Reconstruction and 
Development or the World Bank. 
The World Development Report (WDR) 2020 studies 
trading for development in the Age of Global Value 
Chains (GVCs) and examines whether there is still a 
path to development through GVCs and trade. 
The report concludes that technological change is at 
this stage more a boon than a curse. GVCs can continue 
to boost growth, create better jobs, and reduce poverty 
provided that developing countries implement deeper 
reforms to promote GVC participation, industrial 
countries pursue open, predictable policies, and all 
countries revive multilateral cooperation. 

147. Solution (a)
Exp) Option a is correct. 
Option a is correct: ‘Healthy States, Progressive India’ 
has been developed by NITI Aayog, with technical 
assistance from the World Bank, and in consultation with 
the Ministry of Health and Family Welfare (MoHFW). 
The report is an annual systematic performance tool 
to measure the performance of the States and UTs. It 
ranks states and union territories on their year-on-year 
incremental change in health outcomes, as well as, their 
overall performance with respect to each other. The 
ranking is categorized as Larger States, Smaller States and 
Union Territories (UTs), to ensure comparison among 
similar entities. 
Knowledge Base: The Health Index is a weighted 
composite Index based on 23 indicators grouped into 
the domains of Health Outcomes, Governance and 
Information, and Key Inputs/Processes 
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