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287. The decrease in the price of domestic currency under pegged 

exchange rates through official action is called ____________. 

(a) Devaluation 

(b) Depreciation 

(c) Disinvestment 

(d) Investment 



Ans.  (a) Devaluation 

Explanation: 

1) Devaluation is a deliberate downward adjustment to the value of a 

country's currency relative to another currency, group of currencies 

or standard.  

 

2) Devaluation is a monetary policy tool used by countries that have 

a fixed exchange rate or semi-fixed exchange rate. It is often 

confused with depreciation, and is the opposite of revaluation. 



288. A regressive _____________ results in low-income individuals 

paying a higher percentage of their income on taxes than high-

income individuals.  

(a) Tax structure 

(b) Goods Structure 

(c) Mortgage structure 

(d) All of the above 



Ans. (a) Tax structure. 

Explanation: 

1) A regressive tax structure results in low-income individuals paying a 

higher percentage of their income on taxes than high-income 

individuals. A regressive tax structure tends to shift the burden of 

taxation to the poor. How a government defines the income subject 

to a particular tax rate or schedule is also important. 



Q289.  Purchase of goods and services by the domestic country to the 

rest of the world is called ___________ . 

(a) Stocks 

(b) Exchange 

(c) Exports 

(d) Imports 



Ans.  (d) Imports 

Explanation: 

1) An import is a good brought into a jurisdiction, especially across 

a national border, from an external source. The party bringing in the 

good is called an importer. An import in the receiving country is 

an export from the sending country. Importation and exportation are 

the defining financial transactions of international trade. 

2) In international trade, the importation and exportation of goods are 

limited by import quotas and mandates from the customs authority. 



The importing and exporting jurisdictions may impose a tariff (tax) 

on the goods. In addition, the importation and exportation of goods 

are subject to trade agreements between the importing and 

exporting jurisdictions. 



Q290.  Those variables which are defined at a point of time is 

called __________. 

(a) Investment 

(b) Exchange 

(c) Stocks 

(d) Estimate 



Ans. (c) Stocks 

Explanation: 

1) A stock is a type of security that signifies ownership in a corporation 

and represents a claim on part of the corporation's assets and 

earnings. 



291. Which of the following is not a method of National Income 

Accounting? 

a) Product Method 

b) Investment Method 

c) Expenditure Method  

d) Income Method  



Ans: b 

There are three methods of measuring national income: 

1. Product Method: In this method a country’s national income can be 

calculated by adding the output of all firms in the economy to 

determine the nation’s output. 

2. Income Method: This method is used to calculate incomes 

generated by production, it includes income from employment, rent 

obtained for buildings, patents and copyrights, return on capital from 

private sector and public sector, depreciation etc. 



1. Expenditure Method: In this method national income is calculated 

by adding all the expenditures which are done for purchasing the 

national output. 



292. Consider the following statements 

1. Production taxes or production subsidies are independent of 

the volume of actual production  

2. Product taxes or subsidies are paid or received on per unit of 

the product  

3. Land revenues, stamps and registration fees are product taxes 

whereas excise tax, sales tax, service tax are production taxes 

Select the CORRECT statement(s) using the codes given below 

a) 1 Only b) 1 and 2 

b) 2 and 3 d) 1, 2 and 3 

 



Ans: b 

• Production taxes or production subsidies are paid or received 

with relation to production and are independent of the volume of 

actual production.  

o examples of production taxes are land revenues, stamps and 

registration fees and tax on profession 

o examples of production subsidies are subsidies to Railways, 

input subsidies to farmers, subsidies to village and small 

industries, administrative subsidies to corporations or cooperatives 



• Product taxes or subsidies are paid or received on per unit of the 

product.  

- examples of product taxes are excise tax, sales tax, service tax 

and import and export duties 

- examples of product subsidies include food, petroleum and 

fertilizer subsidies, interest subsidies given to farmers, 

households, etc.  



293. With regard to the modern concept of GDP, consider the 

following statements 

1. It was developed by the American economist Simon Kuznets  

2. It was adopted as the main measure of a country's economy 

at the Bretton Woods conference in 1944 

Select the CORRECT statements using the codes given below 

a) 1 Only 

b) 2 Only 

c) Both 1 and 2 

d) None of the above 

 



Ans: c 

Both the statements are correct. 

• The first basic concept of GDP was invented at the end of the 18th 

century.  

• The modern concept was developed by the American economist 

Simon Kuznets in 1934 and adopted as the main measure of a 

country's economy at the Bretton Woods conference in 1944. 



294. GDP is calculated by adding:  

1. National private consumption 

2. Gross investment 

3. Government spending and  

4. Trade balance (exports-minus-imports)   

Select the CORRECT answer using the coded given below 

a) 1, 2 and 3 

b) 1, 3 and 4 

c) 2, 3 and 4 

d) All of the above 



Ans: d 

Explanation:  

• Gross Domestic Product (GDP) is the value of the all final goods and 

services produced within the boundary of a nation during one year period.  

• It is also calculated by adding national private consumption, gross 

investment, government spending and trade balance (exports-minus-

imports).  

• The use of the exports-minus-imports factor removes expenditures on 

imports not produced in the nation, and adds expenditures of goods 

and service produced which are exported, but not sold within the country.  



295. Various national income aggregates are estimated either at 

factor cost or at market price. Which of the following is 

added to Market Price to arrive at Factor Price? 

a) Indirect Taxes 

b) Subsidies 

c) Depreciation Cost 

d) None of the above 



Ans: b 

• Factor cost refers to the cost of factors of production viz, rent of 

land, interest of capital, interest of capital wages for compensation 

of employees for labour and profit for entrepreneurship. 

• It is calculated as: FC = MP – Indirect taxes + Subsidies 

• Market Price is the price that customers actually pay. It includes 

the component of indirect taxes and of subsidies.  

• Accordingly, when indirect taxes are deducted and subsides added 

to the market price, we get the value of national income at factor cost. 
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