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Important Questions for Class 10 Economics 

CBSE Class 10 Economics Important Questions Chapter 1 – The Story of Development 

 
1 Mark Questions 
1. The total income of the country divided by its total population is Called: 
(a) National income 

(b) Per capital income 
(c) Total income 
(d) None of these 

Ans. (b) Per capital income 

 
2. Which organization publishes the Human Development Report: 
(a) WHO 

(b) UNDP 
(c) WTO 
(d) IMF 

Ans. b) UNDP 

 
3. Development of a country generally be determined by: 
(a) its per capita income 

(b) its literacy level 
(b) health status of its people 
(d) all above 

Ans. d) all above 

 
4. As per Human Development Report 2006 which neighboring country has the highest income following – 
(a) Sri Lanka 

(b) India 
(c) Pakistan 
(d) Nepal 

Ans. (a) Sri Lanka 

 
5. What will happen if the government fails to provide 100 days employment under NREGA? 
Ans. Unemployment allowance will be given. 

 
6.What is the main motive of Private sector enterprises? 
Ans. Profit making 

 
7.Sahara Airlines and B.S.E.S. are examples of: 
Ans. Private Sector 

 
8. In which year the National Rural Employment Guarantee Act was implemented? 
Ans. 2005 

 
9. Name the neighboring country that has better performance in terms of human development than India. 
Ans. Sri Lanka 

 
10. Which age group of children is included for calculating Net Attendance Ratio? 
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Ans. 6 to 10 years 

 
11. For calculating Body mass Index, weight of person is divided by what? 
Ans. Square of the height 

 
12. What is development goal of a girl from a rich urban family? 
Ans. She gets as much freedom as her brother and is able to decide what she what she wants to do in life. She is 

able to pursue her studies abroad. 

 
13. What are the development goals of prosperous farmers from Punjab? 
Ans. Assured a high family income through higher support prices for their crops and through hardworking and cheap 

labourers; they should be able to settle their children abroad. 

 
14. Name the country where 500 tones of liquid tones of liquid toxic wastes into open air dumps. 
Ans. Abidjan in Ivory Coast, a country in Africa. 

 
15. What was the per capita income of Bihar in 2002-03? 
Ans. Rs 5700 

 
16. What was the Infant mortality rate of Punjab in 2003? 
Ans. 49 

 
17. What are the development goals of prosperous farmers from Punjab? 
Ans. Assured a high family income through higher support prices for their crops and through hardworking and cheap 

labourers; they should be able to settle their children abroad. 

 
18. Name the country where 500 tones of liquid tones of liquid toxic wastes into open air dumps. 
Ans. Abidjan in Ivory Coast, a country in Africa. 

 
19. What was the per capita income of Bihar in 2002-03? 
Ans. Rs.5700 

 
20. What was the Infant mortality rate of Punjab in 2003? 
Ans. 49 

 
21. What is Infant Mortality Rate? 
Ans. Infant Mortality Rate indicates the number of children that die before the age of one year as a proportion of 

1000 live children born in that particular year. 

 
22. What is Literacy rate? 
Ans. Literacy Rate measures the proportion of literate population in the 7 and above age group. 

 
23. Define Net Attendance Ratio? 
Ans. Net attendance ratio is the total number of children of age group 6-10 attending school as a percentage of total 

number of children in the same age group. 

 
24. In how many districts of India have reported a water level decline over 4 meters during the past 20 years? 
Ans. 300 districts of India 

 
25. Name the areas where the groundwater overuse is particularly found. 
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Ans. Groundwater overuse is particularly found in the agriculturally prosperous regions of Punjab and western U.P., 
hard rock plateau areas of central and south India. 

 
26. For how much number of years the reserves of world will be last? 
Ans. 43 years 

 
27. What is meant by HDI rank? 
Ans. The HDI rank of a country indicates the place of the country in relation to other countries in field of human 

development. 

 
28. What is environment degradation? 
Ans. Environment degradation refers to the degradation of natural resources and pollution. 

 
29. Why do different people have different goals for development? 
Ans. Different people have different goals for development because: 
Different people have different aspiration and desire. Some may like to have `more income and better quality of 

education for their children, while others may require no social discrimination and high support price for their 
crops. So according to the living conditions and the environment in which the person stays, he or she pursue for 
the goals. People seek things that are most important for them i.e., that which can fulfill their aspiration or 
desires. 

 
30. Why average income is taken into consideration instead of total income while making comparison between 

countries? 
Ans. The total income of the country is the income of all the residents of the country. For comparison between 

countries, total income is not such a useful measure. Since countries have different population, comparing total 
income will not tell us what an average people is likely to earn. Hence we compare the average income which is 
the total income of the country divided by its total population.So, Average income = Total income Total 
population The average income is also called per capita income. 

 
CBSE Class 10 Economics Important Questions Chapter 1 – The Story of Development 

 
3 Mark Questions 
1. Write a paragraph on your nation that what should India do, to become a developed country? 
Ans. (i) Control the rate of increasing population. 
(ii) Use of latest technology, irrigation facility, chemical fertilizers, and all information should beprovided to farmers. 
(iii) New economic policy, international trade, liberalization and globalization should be adoptedsincerely and 

effectively. 
(iv) Adequate facilities related with infrastructure, education, health, electricity, water, transport etcshould be 

provided to all people of all regions and areas. 

 
2. What is the main criteria used by the World Bank in classifying different countries? What are the limitations of 

this criterion, if any? 
Ans. Per capita income is the main criteria used by World Bank. 
Limitations of per capita income: 
– It enables to show how income is distributed among the people of the country. 
– Cost of pollution is not considered in this average. 
– Some other important aspects like infant mortality rate, literacy rate, net attendance ratio etc are notconsidered 

while calculating per capita income. 

 
3. Do all persons have the same notion of development? Explain. 
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Ans. 1. No, all persons have not same notion of development. 
2. All the persons have their own different development notions. 
3. It differs from person to person. 
4. The notion of development of one person may not be development notion of other person. 
5. The development notion of a student may not be the development notion of a teacher. 

 
4. Explain the important aspects of our lives that are important than income. 
Ans. 1. Besides higher income, people also want to seek other important non-material things. 
2. For instance people want to have equal treatment, freedom, security, respect in the society, tension-free life, 

affectionate behavior and they dislike discrimination. 
3. All these are important non material goals. 

 
5. Explain the goals of different persons may sometime be conflicting. 
Ans. 1. It is possible that two different categories of people may seek things which are conflicting to each other. 
2. For instance a new generation girl would like to have as much freedom as her brother and expects that her 

brother should also share in the households. 
3. Similarly workers in a factory are interested in higher wages and more facilities. 

 
6. Explain any three limitations of per capita income? 
Ans. 1. Since per capita income is an average measure, it is possible that with the increase in income the rich may 

become richer and poor poorer. 
2. It is thus possible that with the increase in per capita income greater inequality in the distribution of income may 

crop up. 
3. Average income is undoubtedly useful comparison but it does not tell us how income is distributed among people 

in a country, it may hide disparities. 

 
7. What is the main concern with regard to sustainable development? 
Ans. 1. The main concern of the sustainable development is to save the resources from its depletion. 
2. Development should take place but not at the cost of environment. 
3. Resources should be reserved for future generations. 

 
8. What is environment degradation? Give a few examples? 
Ans. 1. Environment degradation refers to the degradation of natural resources and pollution. 
2. Global warming is the result of environment degradation. 
3. Depletion of resources is also an example of environment degradation. 
4. Extinction of flora and fauna is also an example of environment degradation. 
5. Degradation of land resources. 

 
9. Mention in brief the factors which are important goals in our life. 
Ans. 1. People desire regular work, good salary structure and decent prices for crops or other products that they 

produce. We can say that the desired for more income. 
2. People also want equal treatment in the society. 
3. People want freedom, security and respect for others. 
4. They don’t expect discrimination. 

 
10. Which recent report is the basis for the classification of countries as developed and low income countries? 
Ans. 1. The average income called per capita income criterion is used in classifying countries. 
2. In the World development report 2006, brought out by the World Bank, This criterion is used in classifying 

countries as developed countries and low income countries. 
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11. Explain the terms average income and national income. 
Ans. 1. Average income: Average income is the total income of the country divided by its total population. It is also 

known as per capita income. 
2. National Income: It is the sum total of value of all the final goods and services produced within the country and 

income from foreign factors. 

 
12. How are countries classified by World Development Report? 
Ans. 1. World Development Report 2006, brought out by the World Bank, this criterion is used in classifying 

countries. 
2. Countries with per capita income of Rs 453000 per annum are called rich or developed countries. 
3. Those with per capita income of Rs 37000 or less are called low income countries. 

 
13. How do we calculate the total income of a country and what is meant by Per capita income? 
Ans. 1. The total income of a country is the income of all the residents of that country. 
2. This gives us the total income of the country. 
3. The average income called per capita income is calculated as the total income of the country that is national 

income, divided by its total population. 

 
14. Which non material factors a person consider before accepting a job to a far off place? 
Ans. 1. Facilities for him and his family. 
2. Good working atmosphere. 
3. More opportunities of learning. 
4. Chances of growth. 
5. Job security and Social security. 

 
15. Assume there are four families in a country. The average per capita income of these families is Rs 5000. If the 

income of three families is Rs 4000, Rs 7000 and Rs 3000 respectively, what is the income of the fourth family? 
Ans. Total income of four families =5000*4 =Rs 20000 
Total income of three families =4000+7000+3000 =Rs 14000 
Total income of the fourth family is = 20000-14000 =Rs 6000 

 
16. Study the data given in the table and answer the following questions. 
Some Comparative Data on Punjab, Kerala and Bihar 

State 
Infant Mortality rate per 1000 

(2003) 
Literacy rate (%) 

2001 
Net Attendance ratio for class I-V (1995-

96) 

Punjab 49 70 81 

Kerala 11 91 91 

Bihar 60 41 41 

1. Compare the infant mortality rate of Punjab with that of Kerala? 
2. Compare the literacy rate of Bihar with that of Kerala? 
Compare Net Attendance ratio with Punjab. 
Ans.  1. Punjab has a high infant mortality rate that is 49, as comparison to Kerala. Kerala has only 11. 
2. Bihar has only 47% literacy rate that is very less as comparison to Kerala. Kerala has 91% literacy rate. 
3. Bihar has a very low net attendance ratio in comparison to Punjab. Bihar has 41 and Punjab as 81 net attendance 

ratios. 
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17. If the national income of a country is Rs 5, 678, 880, 00 and the per capita income is Rs 2000. Find the 
population of the country. 

Ans.  We know that, Per Capita income = NationalIncomePopulationNationalIncomePopulation 
Per Capita Income= Rs 2000 
National Income= Rs 5, 678, 880, 00 
Population=? 
Suppose population =x 
2000=Rs5,678,880,00x2000=Rs5,678,880,00x 
2000 ×= 5, 678, 880, 00 
x=5,678,880,002000x=5,678,880,002000 
POPULAION = 283944 

 
18. ‘Human development is the essence of social development.’ Explain 
Ans.  1. Human development focuses on the people. 
2. It is concerned with the well being of the people, their needs, choices and desires. 
3. It is also about the enlarging or widening the choices for the people. It is building of human capabilities, such as to 

lead a long and a healthy life, to have education, information and knowledge. 
4. Human development focuses on the expansion of basic choices. 

 
19. What India should do to become a developed country? 
Ans. 1. India should take a effective steps to control its population. 
2. Modern technology should be used in industrial as we as in agricultural sectors. 
3. Effective education system should be implemented. 
4. More and more person should be engaged in secondary and territory sectors. 

 
20. Which sources of energy are used by us today? What could be possibilities fifty years from now? 
Ans.  1. We use different types of sources of energy. 
2. These include sources such as coal, natural gas, water, petroleum. 
3. But by fifty years from now we may use sources such as solar, tidal and wind energy. 
4. The conventional sources of energy are drying up. 

 
21. Study the data given in the table and answer the following questions. 
Some Comparative Data on Punjab, Kerala and Bihar 

State 
Infant Mortality rate per 1000 

(2003) 
Literacy rate (%) 

2001 
Net Attendance ratio for class I-V (1995-

96) 

Punjab 49 70 81 

Kerala 11 91 91 

Bihar 60 41 41 

1. Which sate has the lowest infant mortality rate? 
2. Why does this state have the lowest infant mortality rate in comparison toOther state? 
3. What Net Attendance ratio? 
Ans.  1. Kerala has the lowest infant mortality rate. 
2. Kerala has the lowest mortality rate because it has adequate provision of basic health and education facilities. 
3. Total number of children of age group 6-10 attending school as a proportion of 1000 live children born in the 

same age group. 

 
22. Comparison of Two countries: 



 

Wisdom education academy www.free-education.in Mob:8750387081 

Country Monthly income of citizens in 2008 (in Rs) I II III IV v 

Country A 9500 10500 9800 10000 10200 

Country B 500 500 500 500 48000 

1. Calculate the average income of country A and B. 
2. Are both countries equally developed? If not why? 
3. Which country is better and why? 
Ans . 1. Country A- Average income- 10000 
Country B- Average income-10000 
2. No, Both countries are not equally developed because in country a, income distribution is equitably done while in 

country B, most citizens are poor except one who is extremely rich. 
3. The condition of country A is better because in Country A, income distribution is equal. 

 
23. Compare India and Sri Lanka on the basis of any three indicators of Human Development Index for 2004. 
Ans. 1. The Life Expectancy: The life expectancy at birth is much higher in Sri Lanka than India. The Life expectancy in 

Sri Lanka is 74 while in India it is 64. 
2. Literacy rate: The Literacy rate in Sri Lanka is high as comparison to India. It was 91% in Sri Lanka and 64% in India 

in 2004. 
3. Gross Enrolment ratio: Gross enrolment ratio of India was 60 and it was 69 in Sri Lanka it was 69 in 2004. 

 
24. What developmental goals encourage women to work outside their home? 
Ans. 1. The dignity if women in household and society increases if women do paid work. 
2. When there is respect for women the members of the household are willing to share housework. 
3. A person accepts that women working for outside their homes earn a livelihood. 
4. A safe and secure environment may allow more women to take up a variety of jobs or run a business. 

 
25. Explain the consequences the world face if non renewable resources get exhausted inthe world? 
Ans. 1. Speed of development will be slowed sown. 
2. People will face a lot of problems. 
3. The situation of life will become very difficult. 
4. People will try to find out the alternative resources of the renewable resources. 
5. It will also cause a threat to the world peace. 

 
26. Mention the characteristics of development. 
Ans. 1. Different people have different development goals. 
2. What may be development goal for one person may not be development goal for the other. It may be destructive. 
3. Income of the most important component of development, but along with income, people also seek equal 

treatment, good health, peace and literacy. 
4. For development people look at mix goal. 

 
27. Study the data given in the table and answer the following questions. 
Some Comparative Data on Punjab, Kerala and Bihar 

State Infant Mortality rate per 1000 (2003) Literacy rate (%) 2001 
Net Attendance ratio for class 

I-V (1995-96) 

Punjab 49 70 81 

Kerala 11 91 91 
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Bihar 60 41 41 

1. Which state has the highest infant mortality rate? 
2. Why this state has has the highest infant mortality rate? 
3. Define literacy rate? 
Ans. 1. Bihar has the highest infant mortality rate. 
2. Bihar has the highest mortality rate highest infant mortality rate because it is the least developed state, out of 

these three. It lacks basic health facilities. People of this state fail to get proper educational facilities. 
3. It measures the proportion of literate population in the seven and above age group. 

 
28. What do you mean by public facilities? Why are they important? Give Example. 
Ans. 1. Public facilities are the essential facilities for the community at large and are provided by the government. 
2. They are important because there are many services like health, transportation, communication, education etc., 

which have become cheap and affordable for ordinary people if provided effectively. 
3. Rail transportation, government school, colleges and public transport system are the examples of public facilities. 

 
29. Why is literacy essential for the economic development of a country? Explain. 
Ans. 1. Literate people are the good human resource and they are the assets of a country. 
2. If Japan is developed country, the whole credit goes to the good human resources of that country. 
3. Through literacy we can remove the shortage of skilled labour. 

 
30. Is it correct to say that environmental degradation is not just a national issue? Explain the statement suitable 

arguments. 
Ans. Yes, it is correct to say that environmental degradation is not just a national issue. It is serious issue of public 

concern. Public also has to take an individual responsibility to save environment from its depletion. Awareness 
should be spread all over the world. Earth is not the property of the governments of the world and of the 
different nations of the world. It is property of all the living beings those who are living here. So it is the duty of 
public and all individuals to save it from further depletion. Sustainable development emphasizes the 
development that will allow all future generations to have a potential average quality of life that is at least as 
high as that which being enjoyed by the current generation. 

 
31. Look at the following table for crude oil. Try to find out that, what type of estimates and indications are given 

by this table. 
CRUDE OIL RESERVES OF 

Region/ Country Reserves (Billion tones) Number of years Reserves will last 

Middle East 89 93 

United States of America 4 10 

World 137 43 

Ans. 1. The table gives an estimate of reserves of crude oil. 
2. More important, it also tells us for how many years the stock of crude oil will last if people continue to extract 
it at the present rate. 
3. The reserves would last only 43 years more. 

 
32. What is meant by sustainable economic development? Give its main feature. 
Ans. 1. Sustainable Economic Development: It means that development should take place without damaging the 

environment, and development in the present should not compromise with the needs of the future generations. 
2. This concept stresses the role of the environment as capital that, if exhausted, cannot be replaced. 
3. It requires preservation of human capital, physical capital and natural capital. 
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33. What is meant by sustainable economic development? Give its main features. 
Ans. Sustainable development may be defined as development that meets the need of the present generation 

without compromising the need of ability of the future generations to meet their own needs. Environment and 
economy are inter-dependent and complementary to each other. Hence the process of development should not 
ignore environmental issues. 

The main features of sustainable development are as follow: 
(i) It stresses meeting the needs of the present generation and future generation. 
(ii) There should be restraints on wasteful luxurious consumption pattern. 
(iii) Efforts should be made to invent environment friendly technology. 
(iv) Fast growing population should be effectively checked. 

 
34. What is human development index? Who has prepared it? Write about basic components of 

humandevelopment measurement. 
Ans. Human development index is the cumulative measurement of the overall development of the people of a 

country. It was prepared by United Nation Development Organization and it is published by UNDP.The basic 
components of human development index are as follow: 

a. Life expectancy at birth- It denotes average expected length of life of a person at the time of birth. It is measured 
in terms of life expectancy in years. 

b. Literacy- It is measured by gross enrolment ratio for three levels means enrolment ratio forprimary school, 
secondary school and higher education beyond secondary school. Per capita income- It is calculated in dollars 
for all countries so that it can be compared. It is also done in a way so that every dollar would buy the same 
amount of goods and services in any country. 

 
CBSE Class 10 Economics Important Questions Chapter 1 – The Story of Development 

 
5 Mark Questions 
1. What is meant by development? Tell us about the two indicators of development. 
Ans.  1. National Income: The level of national income indicates the level of development of a country. National 

income is the value of all the final goods and services produced in a country during a year and the income 
coming from abroad. 
2. Per Capita income: Per capita income is the indicator of the income of all the citizens of a country: When 
national income is divided by total population of the country, we get Per Capita income. 

 
2. What are the importance of Human development index? 
Ans. 1. It indicates the development of a country. 

2. It indicates to a country how far it has to yet travel to achieve a higher rank and how far it as travelled. 
3. It indicates the country that in which areas it is poor and in which areas it has improved. 
4. Though it, one comes to know the important elements of economic welfare like life expectancy, level of 
education attainment and real per capita income. 
5. It measures material and non material components of development. 
6.Human Development Index is helpful for a country to plan its future agendas. 

 
3. ‘Money cannot buy all the goods and services that one needs to lie well.’ Explain. 
Ans. 1. Money or material things that one can buy with it are one factor on which our life depends. But the quality of 

life also depends upon non-material things like equal treatment, security, freedom, security. 
2. Money cannot buy pollution free environment, unadulterated medicines, peace. 
3. There are many facilities like schools, colleges, parks, hospitals which people cannot afford. 
4. Money cannot buy love affection respect for us and for others. 
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5. Money possessed by an individual even cannot provide us a type of government which takes decisions for the 
welfare of common people. 

 
4. Distinguish between Human Development and Economic Development. 
Ans. 

Human Development Economic Development 

1. Human development is related to the development of human beings in 
all aspects. 

1. Economic development is related 
with development of only economic 
aspects. 

2. It is a broader aspect of development as it includes monetary as well as 
the non monetary aspects. 

2. It is a narrow concept as it includes 
only the monetary aspect. 

3. It concerned with qualitative and quantitative growth. 
3. It is concerned with only quantitative 

aspects of growth. 

4. Human development is the final goal of all the development. 
4. It is a mean to achieve human 

development. 

5. Human Development includes development in the form of money, 
education, health. Security, dignity etc. 

5. Economic development includes 
development in the form of money 
only. 

 
5. Define Per Capita income? What are the limitations of the per capita income criteria of development? 
Ans. 1. Per capita income is income of per person. When national income is divided with the population of the 

country, we get per capita income. 
2. Per capita income criteria take into account only the economic aspect of life and ignore the social aspect of 
life. 
3. Per Capita income criteria ignore education, heath, life expectancy, sanitation etc. 
4. Per capita income criteria also ignore non material things like peace, pollution free environment, democracy 
etc. 
5. Punjab has higher per capita income as compared to Kerala but it has been ranked lower on Human 
Development Index because it is far behind than Kerala in litracy rate and has higher infant mortality rate than 
Kerala. 

 
6. What are the development goals of the Following: 

i. A maid-servant working in a household. 
ii. An untrained worker of a factory 
iii. Trader 
iv. A girl from a rich urban family 
v. A poor person from a tribal village 

Ans. i. A maid-servant working in a household: Higher salary, less work and equal treatment in the household, 
educational arrangement for her children. 
ii. An untrained worker of a factory: Higher income through increased wage rate, benefits of social security 
measures, smaller working hours and good working conditions, good and honorable treatment by the factory 
owners. 
iii. Trader: Available of cheap laborers, no labour strikes, assured supply of raw materials and electricity on 
reasonable rates, higher profits. 
iv. A girl from a rich urban family: Equal treatment and freedom as her brother, luxurious life pattern, aspires to 
go abroad. 
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v. A poor person from a tribal villsage: Should be able to get forest produce without interference, regular job 
opportunity and income, freedom from exploitation by traders. 

 
7. Define Per Capita income? What are the limitations of the per capita income criteria of development? 
Ans. 1. Per capita income is income of per person. When national income is divided with the population of the 

country, we get per capita income. 
2. Per capita income criteria take into account only the economic aspect of life and ignore the social aspect of 
life. 
3. Per Capita income criteria ignore education, heath, life expectancy, sanitation etc. 
4. Per capita income criteria also ignore non material things like peace, pollution free environment, democracy 
etc. 
5. Punjab has higher per capita income as compared to Kerala but it has been ranked lower on Human 
Development Index because it is far behind than Kerala in liteacy rate and has higher infant mortality rate than 
Kerala. 

 
8.What are the efforts and achievements made by the government of India after independence in the field of 

health? 
Ans. 1. Efforts have been made to overcome the nutritional problems and considerable progress has been achieved. 

2. In the plan –period, the mortality rate declined to nearly 9 per thousand and infant mortality has come down 
to 70 per thousand live births. 
3. Small pox has been completely eradicated and other disease malaria, leprosy, tuberculosis etc have been 
controlled. 
4. A number of hospitals have been set up by Government and free ambulance service is given to people. 
5. Special attention is being given to the extension of health facilities in the village. Free medical facilities are 
given to poor people. 

 
9. Distinguish between developed countries and developing countries. 
Ans. 

Developed countries Developing Countries 

1. Countries with more per capita income and high average 
income. 

1. Contries with low average income and less per capita 
income. 

2. The standard of living of the people is very high. 2. The standard of living of the people is not very high. 

3. Good health facilities. 3.lack of basic health facilities 

4. The rate of saving, investment, capital information is 
also very high. 

4. The rate of saving, investment, capital information is 
also very low. 

5. Life expectancy is more. 5. Life expectancy is very low. 

6. Example: Scandinavian Countries, USA. 6. Example: India, Nepal, Pakistan and Bangladesh. 

 
10. The following table shows the proportion of undernourished adults in India. It is based on a survey of various 

states in the country for year 2001. Read the table and answer the following questions: 

States Male % Female % 

Kerala 22 19 

Karnataka 36 38 
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Madhya Pradesh 43 42 

All States 37 36 

1. Compare the nutritional value of people of Kerala and Madhya Pradesh? 
2. Can you guess why around 40 percent of people in the country are undernourished even through it is 
argued that there is enough food in the country? Describe in your own words? 
3. In which state females are among the most undernourished? 
4. What is Undernourishment? 

Ans. 1. The condition of nutrition value of people of Kerala is in better position as comparison to Madhya Pradesh. 
2. The main reason is that, assess upon the country’s resources is more of rich people as comparison to the 
poor. The riches 5% of Indian society consumes 25% resources than poorest. The lack of education facilities and 
less awareness is also a main cause of undernourishment. 
3. Madhya Pradesh. 
4. If a person is not taking a balanced died and he is taking fewer calories as per the requirement, it leads to 
serious health problems and weakness. This is undernourishment. 

 
11. Study the given table carefully and answer the following questions: 
HUMAN DEVELOPMENT INDEX OF INDIA AND ITS NEIBOURS-2013 

Country Per Capita income in US$ Life Expectancy 
Literacy rate for 15+ year 

population 
HDI rank in the 

world 

Sri Lanka 5270 75.1 90.6 92 

India 3285 65.7 62.8 136 

Myanmar 1817 65.7 92.0 149 

Pakistan 2566 65.7 55.5 146 

Nepal 1137 69.1 59.1 157 

Bangladesh 1785 69.2 55.9 146 

1. What are the components of human development? 
2. Why is Sri Lanka’s rank higher than India 
3. What is the per capita income of India? 
4. Which country has the highest per capita income? 
5. What is the HDI rank of India in the world? 

Ans. 1. Per capita income, longevity and education. 
2. Because Sri Lanka leads in all components like the per capita income, education and longevity. 
3. About 32854.SriLanka,i.e.,around32854.SriLanka,i.e.,around 5170 
5. 136 

 
CBSE Class 10 Economics Important Questions Chapter 2 – Sectors of the Indian Economy 

 
1 Mark Questions 
1. During the period between 1973 to2003, the production has increased most in the 
(a) primary sector 
(b) secondary sector 
(c) tertiary sector 
(d) all the three sectors 
Ans. (c) tertiary sector 



 

Wisdom education academy www.free-education.in Mob:8750387081 

 
2. GDP is the value of……….. produced during a particular year : 
(a) All goods & services 
(b) All final goods & services 
(c) All intermediate goods &services 
(d) All intermediate & final goods and services 
Ans. b) All final goods & services 

 
3. The sectors are classified in to public and private sectors on the basis of 
(a) Employment conditions 
(b) The nature of economic activity 
(c) Ownership of enterprises 
(d) Number of workers employed in the enterprises 
Ans. (c) Ownership of enterprises 

 
4. NREGA 2005 guarantees work for how many days in a year 
(a) 100 
(b) 120 
(c)150 
(d) 90 
Ans. (a) 100 

 
5. Which one of the following is a public sector enterprise? 
(a) TISCO 
(b) RIL 
(c) Indian Railway 
(d) WIPRO 
Ans. (c) Indian Railway 

 
6. Which was the largest producing sector in 1973? 
(a) Primary sector 
(b) Secondary sector 
(c) Tertiary sector 
(d) Public sector 
Ans. (a) Primary sector 

 
7. Name two sectors of the Indian economy? 
Ans. Private sectors and public sector 

 
8. Agriculture comes under which category? 
Ans. Primary Activity 

 
9. What is GDP? 
Ans. GDP is Gross domestic Product. It is the value of final goods and services produced within a year. 

 
10. Define Unemployment? 
Ans. Unemployment is the situation in which a person is competent and willing to work but does not get any work. 

 
11. Name the sector where more of the people of India employed? 
Ans. Primary Sector. 
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12. Who under takes the task of measuring GDP? 
Ans. Central Government of India 

 
13. Which activities fall under primary activity? 
Ans. Agriculture, Fishing, Poultry farming and Dairy farming. 

 
14. What is the new name of NREGA? 
Ans. Mahatma Gandhi National Rural Employment Guarantee Act. 

 
15. What are the goods known as which are used as raw materials for further production of goods? 
Ans. Intermediate Goods. 

 
16. Give one measure which can help in generating more employment in our agricultural sector. 
Ans. Increase in irrigation and marketing facilities. 

 
17. What are the criteria for the classification of economic activities? 
Ans. 1. Nature of economic activities 
2.Ownership of assets 
3. Term of employment 

 
18. Name the sector into which an economy is classified on the basis of the nature of economic activities. 
Ans. Primary sector, secondary sector and tertiary sector 

 
19. What are the main sectors into which Indian economy is classified on the basis of ownership? 
Ans. Private sector and Public Sector 

 
20. What are natural products? 
Ans. The products produced mainly with the help of natural resources are termed as natural products. 

 
21. What is the direction of change in the importance of different sectors in regard to GDP in India? 
Ans. The percentage share of primary sector in India’s GDP has fallen whereas the percentage share of secondary 

and tertiary sectors has risen. 

 
22. Why do the agriculture and allied activities still happen to be the major source of employment? 
Ans. Because the Governments could not create enough jobs in the secondary and tertiary sectors of our economy. 

 
23. Fishing is a primary activity. Give reason. 
Ans. Fishing is a primary activity because we deal with natural resources that are fishes. 

 
24. Why tertiary sector is also termed as service sector? 
Ans. Tertiary sector is termed as service sector because tertiary sector provides support service to primary sectors 

and secondary sectors. 

 
25. What is Right to work? 
Ans. Right to work is right according to which all those who are ready to work at prevailing wages are given work by 

the government. 

 
26. Sahara Airlines and Bajaj Motors Ltd are examples of which sector? 
Ans. Private Sector. 
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27. What is the differences between public and private sectors? 
Ans. 

Public Sector Private Sector 

(i) The government owns most of the assets and provides all the 
services. 

(i) Ownership of assets and delivery of services is in the hands 
of private individuals or companies. 

(ii) The purpose of the public sector is not just to earn profit, but 
also to raise the welfare of the economy. 

(ii) Activities in the private sector are guided by the motive to 
earn profit. 

(iii) Railways or post office is an example of the public sector. 
(iii) Tata Iron and Steel Company Limited or Reliance Industries 

Limited are privately owned. 

 
28. Though maximum share of GDP is coming from tertiary sector, but still the share of employment in 

the primary sector is maximum. Discuss. 
Ans. (a) This situation is because not enough jobs are created in the secondary and tertiary sectors. 
(b) Though the industrial production of goods went up by eight times, but employment in the industry went up by 

only 2.5 times. 
(c) Similarly in the tertiary sector, production rose by 11 times but employment rose less than three times. As a 

result, more than half of the population is dependent on the primary sector which contributes  only a quarter of 
GDP. 

 
CBSE Class 10 Economics Important Questions Chapter 2 – Sectors of the Indian Economy 

 
3 Mark Questions 
1. Why does only final goods and services are included while calculating National Income? 
Ans. Only final goods and services are included while calculating National Income because: 
(a) Final goods are those goods which have crossed the boundary line of production and are readyfor final 

consumption and investment. 
(b) The value of final goods already includes the value of all the intermediate goods that are used inmaking the final 

goods. This would lead to the problem of double counting if all the goods of theeconomy will be included while 
calculating national income. 

(c) This should be avoided because if the value of any commodity is counted more than once it willresult in 
overestimation of national income. 

 
2. What is the meaning of under employment? In which economic sector is under employmentconditions more 

prevalent? Why? 
Ans. A condition in which each individual appears working but no one is fully employed. This is thesituation of under 

employment. People under such type of employment cannot utilize their potential and capacity in full. It is in 
primary sector because- 

(i) This sector comprises the poorest section of society in majority 
(ii) People engaged in this sector are illiterate or semi-literate. 

 
3. What is meant by secondary sector? Explain it by giving examples. 
Ans. 1. Secondary sector covers the activities in which natural products are changed into other forms through the 

ways of manufacturing that we associate with industrial activity. 
2. The product is produced by a process of manufacturing in a factory, a workshop or at home. 
3. For example, using cotton fiber from the plant, we spin yarn and weave cloth. This sector also called an industrial 

sector. 
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4. What do you understand by the term under employment? 
Ans. 1. More than half of the workers in country are working in agriculture, producing only a quarter of the GDP. 
2. In other words, workers in agricultural sector are underemployed. Each one is doing some work but no one is fully 

employed. 
3. This kind of underemployment is hidden in contrast to someone who does not have a job and is clearly visible as 

unemployed. It is called disguised unemployment also. 

 
5. What is the criterion to classify an economic activity as secondary sector activity? Explain. 
Ans. 1. The secondary sector covers activities in which natural products are changed into other forms through ways 

of manufacturing that we associate with industrial activity. 
2. The product is not produced by nature but has to be made by some process of manufacturing. 
3. This could be in a factory, a workshop or at home. For example, using sugar canes as raw material we make sugar. 

 
6. What is the criterion to classify an economic activity as tertiary sector activity? Explain.. 
Ans. 1. The tertiary activities help in the development of the primary and secondary sectors. 
2. These activities do not produce anything but they provide an aid or support for the process of production. 
3. Transport and communication are the examples of tertiary sectors. 

 
7. Describe the role of the state in providing basic services in developing countries. 
Ans. 1. There are a large number of activities which are the primary responsibilities of the government. 
2. They include providing health, education facilities, like, quality education particularly elementary education. 
3. Government also pays attention to various aspects of human development such as safe drinking water, housing 

facilities, food and nutrition for the poor people. 
4. Government also provides basic services like hospital facilities, transport and communication services at 

affordable prices. 

 
8. Why is underemployment seen as a major problem in India? Explain. 
Ans. 1. The problem of underemployment or disguised employment is very high in the agricultural sector. 
2. As per the requirement, more people are engaged in the agricultural sector. This is a major hurdle in the 

formation of human capital. 
3. Due to this the economic growth rate of the country is very slow. 
4. People are not ready to invest in other sectors of economy like secondary sector and tertiary sectors. 

 
9. Why is working in an unorganized sector not considered secure? 
Ans. 1. Working in unorganized sector is not considered secured because unorganized sectors are not registered by 

the government and remain outside the control of the government. 
2. These are small and scattered units. 
3. They don’t follow rules and regulations prescribed by the government. 
4. Jobs in these sectors are not regular, even salaries are very less. 

 
10. On the basis of table given below, answer the following question: 
Share of primary sector in GDP and Employment 

  1973 2003 

Share in GDP 11,000 (45%) 50,000(22%) 

Share in employment 72% 61% 

A. What changes do you observe in the primary sector in the field of employment? 
B. What are the reasons for these changes? Explain. 
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Ans. A. The share of employment has decreased by 11 percent. 
B. The Primary sector continues to be the largest employer in India. There are not enough jobs created by secondary 

sector and tertiary sector. The sector and secondary and tertiary sectors share in the production is 75% but they 
employ lesser number of people. 

 
11. In what ways is the classification of economic activities into primary sector, secondary sector and tertiary 

sector useful? Explain. 
Ans. 1. Primary sector produces goods by exploiting natural resources. It includes agriculture, fishing and dairy 

farming. 
2. In the secondary sector natural products are changed into other forms through the way of manufacturing. It is 

also known as industrial sector. 
3. The tertiary sector activities are done by themselves, do not produce goods but they support the product process. 

It is also known as service sector. 

 
12. Do you think underemployment can happen only in agriculture sector? Explain. 
Ans. No, underemployment can happen in all the three sectors of the economy. It is found that it is widespread in 

agriculture sector only. However there are so many workers in the different sectors in urban areas like plumber, 
carpenters, and painters etc, who do not find jobs every day. They have to wait for so many days to get a work 
only for ten to twenty days.Thousand of casual workers in the service sector in urban areas search for daily 
employment and many don’t find work every day. 

 
13. Explain the role of implementing the NERGA 2005. 
Ans. NAREGA is National Rural Employment Guarantee Act 2005. 

1. 100 days work guarantee in year by the government. 
2. If government fails in its duty to provide employment, it will give unemployment allowance. 
3. Different type of work is given to the people in the rural areas. 

 
14. Name the different types of unemployment found in India. 
Ans. 1. Disguised unemployment. 
2. Seasonal employment. 
3. Structural employment. 
4. Cyclical employment. 
5. Technological employment. 

 
15. How can more employment be created in rural areas? Suggest some measures. 
Ans. Following are some ways by which we can create more employment: 
1. By constructing check dams, canals or digging wells in villages. 
2. By providing irrigation facilities to the farmers. 
3. By providing transport facilities and creating storage facilities. 
4. Agro based industries can be set up in rural areas or in semi arid belts. 
5. Construction of more and for educational institutions. 
6. By promoting rural crafts and rural tourism 

 
16. What are basic services? Who takes responsibilities for these services in the developing countries? 
Ans. 1. In any country several services such as hospitals, educational institutions, post and telegraph services, police 

stations, courts, village administrative offices, municipal corporations, banks, defense, transport, insurance 
companies are required. 

2. These services are called basic services. 
3. In the developing countries the government has to take the responsibility for provision of these activities. 
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17. How are the three sectors of economy interdependent? 
Ans. 1. There are many activities that are undertaken by directly using natural resources. When we produce a good 

by exploiting natural resources, it is an activity of primary sector. 
2. The secondary sector covers activity in which the natural products are changed into other forms through ways of 

manufacturing that we associate with industrial activity. It is the next step after primary. For example by using 
sugarcane as a raw material we make sugar. 

3. The third category of activities falls under tertiary sector. These activities help in the development of the primary 
sector and secondary sectors. These activities, by themselves, do not produce goods but they are an aid or a 
support for the production process. For example transport and communication. 

 
18. What is the importance of employment? 
Ans. 1. Employment is an activity with great importance in the economy of any country. 
2. Its importance lies in poverty eradication as well as for raising the levels of living of the common man. 
3. It is responsible for increasing for increasing of the national income. 
4. It solves lots of social and cultural problems in addition to the economic problems. 
5. Influence media into giving more attention to these issues. 

 
19. Workers in the unorganized sector work hard, but earn very little. Give reasons. What problems they face 

there? Think why they are forced to work in this sector. 
Ans. 1. The unorganized sector consists of small and scattered units which are largely outside the control of the 

government. 
2. These units are owned by private individuals. Their aim is to maximize profit. The wages are very low and there is 

no provision for overtime, paid leave etc. Here workers have to face social discrimination also besides getting 
irregular and insecure employment. 

3. But they continue to do work in this sector because they do not have better option. 

 
20. Do you think the public sector contributes to economic development of a nation? Explain. 
Ans. Yes, the public sector contributes to economic development of a nation by providing several facilities and 

working opportunities to the society at a reasonable costs which the private sector cannot provide. Public sector 
spends larger sums of money on construction of railways, roads, bridge, generating electricity, irrigation facilities 
by setting dams etc, which are beyond the capacity of the private sector. It also encourages private enterprises, 
farmers and consumers through subsidies and support prices. It also contributes to economic development of a 
nation by providing education and health facilities to general public. 

 
21. Workers in the unorganized sector also face social discrimination. Do you agree? Give reasons. 
Ans. 1. Workers in the unorganized sector both in rural areas and urban areas are exploited economically. 
2. But workers belonging to the Scheduled Castes, Scheduled Tribes, Backward Communities, work in large numbers 

in the unorganized sector. They had had not only to suffer from economic exploitation but also from social 
discrimination. Many a times they are not allowed to draw water from the wells and sometimes they are not 
allowed to dine with the people of other castes. 

3. For the full development of their personality and better development, all the injustice done to them must be 
removed so that they can lead a life of respect and can contribute to the national development. 

 
22. Why is it necessary to give protection and support to unorganized sector workers? Explain. 
Ans. 1. The employers in the unorganized sector refuse to follow laws that protect the laborers. There is a great 

need of protecting them from exploitation. 
2. The workers in the unorganized sector are not paid a fair wage and hence require protection. 
3. The Jobs of the workers in the unorganized sector are also not secure, hence they need protection. 
4. The workers in the unorganized sector get no other benefits like provident funds, gratuity, paid leaves, medical 

benefits etc. and hence they require protection of their livelihood. 
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23. Explain the objective of implementing the NREGA 2005. 
Ans. 1. In order to create more employment opportunities and also ensure better conditions to the workers, the 

Central Government of India made a law in 2005. It is called National Rural Employment Guarantee Act 2005. 
2. According to this act, 100 days of employment in a year has been guaranteed by the government to those who 

are in the need of work. 
3. If the Government fails to provide 100 days of employment, it will give employment allowance to the people. 

Such type of work will increase the production, especially from land; will be given preference under this act. 

 
24. What are the three sectors of economic activities on the basis of the owner ship of resources? 
Ans. 1. Public Sector: It is sector which is owned, controlled and managed by the government. The main aim of this 

sector is public welfare. For example: Indian Postal Department. Indian Railways. 
2. Private Sector: It is sector which is owned, controlled and managed by the private individual. The main aim of this 

sector is to earn profit. For example Bajaj, TATA etc 
3. Joint Sector: It is sector which is owned, controlled and managed jointly by the government and private 

individuals. For example Oil India Ltd. 

 
25. Describe any three points of importance of primary sector in the Indian economy. 
Ans. 1. Primary Sector contributes more than 20% to the GDP of India. 
2. Its employment share is near about 60%. 
3. It is the most hardworking sector of Indian economy. 
4. It includes agriculture, dairy, fishing, forestry which all contributes to the Indian Economy. 

 
26. Explain any four points of importance of Secondary sector in the Indian Economy? 
Ans. 1. The Secondary sector contributes more than 20% to the GDP of India. 
2. It provides finished goods the people like cloths, sugar, cars, tools and implements. 
3. It also provide to the number of people. 
4. It helps in the development of our country. 
5. It also promotes the development of the primary sector and tertiary sector. 

 
27. Explain with suitable examples that which part of the service sector is not growing in importance. 
Ans. There are large number of workers in the service sector who rarely manage to earn a living and yet they 

perform these services because no alternative opportunities for work are available to them, e.g., workers 
engaged in service sector such as small shopkeepers, repair persons, transport persons, cattle owners. They are 
facing so many problems from the MNCs. There for this part of the service sector is not growing in importance. 

 
28. What are economic and non activities? 
Ans. 1. Economic Activity: All activities that give an income in return are called economic activities. Like Doctor, 

teachers, etc. 
2. Non Economic Activities: All activities which do not give any income in return are called non-economic activities. 

 
29. Service sector in India employs two different kinds of people. Who are these? 
Ans. First category includes a limited number of services that employ highly skilled and educated workers. 
1. Second category includes workers engaged in services like repair, transport, small shopkeepers etc. These people 

do not have alternative opportunities for work and barely manage to earn. 

 
30. Do you think the classification of economic activities into primary, secondary, tertiary is useful? Explain how. 
Ans. Yes, classification of economic activities in to primary, secondary and tertiary sector is useful as it helps in 

estimating the relative importance in the growth in GDP of the economy. Classifying in such a way helps in 
calculating how much goods and services are produced and how many people work in each sector. In India 
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tertiary sector is growing at a very fast speed which implies that the country is moving towards developed 
country. This type of classification helps in comparing the level of growth in different countries. 

 
31. Explain any three adverse effects of unemployment. 
Ans. Labour is an important agent of production, unemployed labour means unused human resources and 

consequently less than full production. This means lower national income. 
1. It also effects on per capita income. It is responsible for low per capita income. 
2. Unemployment also leads to poverty. 

 
32. Who are the people that work in an unorganized sector? Mention any two social values which you have learnt 

from the working conditions of organized sector. 
Ans. 1. In the rural areas, the unorganized sector mostly comprises the landless agricultural laborers, small and 

marginal farmers, blacksmith ant artisan. 
2. In the urban areas, the unorganized sector comprises workers in small-scale industry, casual workers in 

construction, trade and transport etc. It also consists of those who work as street vendors, head load workers, 
garment makers, rag pickers etc. 

3. Social Values: Most of the people working in unorganized sector belong to backward communities. These workers 
face social discrimination. 

 
33. Why is the tertiary sector becoming more important in India? Explain. 
Ans. The tertiary sector becoming more important in India because : 
(i) In any country several basic services like transport, bank, insurance, educational institutions etc arerequired and 

the government has to take responsibility for the provision of these services. 
(ii) The development of agriculture and industry lead to the development of services such as transport,trade, storage 

etc. 
(iii) As income level rises, certain section of people started demanding many services like eating out,tourism, private 

hospital etc. 
(iv) Certain new services such as those based on information and communication technology havebecome important 

and essential. 

 
34. What is the differences in the employment conditions between organized and un-organized sectors of the 

economy? 
Ans. 

Organized sector Un-organized sector 

1. Registration with the government. 1. No such registration with the government. 

2. The labourers are expected to work for a fixed number of hours. 2. There is no fixed working hour. 

3. The wages are fixed and extra payment for extra work. 3. The labours get daily wages. 

4. In addition to wages, people get some extra benefits like paid leaves, provident 
fund, gratuity etc. 

4. There is not any such benefit. 

5. There is a job security. 5. There is no a job security. 

6. The labours are given an appointment letter stating all the terms and condition of 
work. 

6. There is no such provision of appointment 
letter. 

 
CBSE Class 10 Economics Important Questions Chapter 2 – Sectors of the Indian Economy 
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5 Mark Questions 
1. Give a simple method to calculate Gross Domestic Product. Who undertakes this task in India? 
Ans. 1. The value of final goods and services produced in each sector during a particular year provides the total 

production of the sector for that year. 
2. It is the sum of the production in the three sectors (primary sector, secondary sector and tertiary sector) gives 
what is called Gross Domestic Product of a country. 
3. It is the value of all the final goods and services produced within a country during a particular year. 
4. In India the task of measuring GDP is under taken by the central Government of India. 
5. The central government collects the information related to the total volume of goods and services produced 
from different state and central government agencies, then calculate the GDP of the country. 

 
2. Write down the five features of Organized sector. 
Ans. 1. It covers those enterprises or places of work where the terms of employment are regular and some formal 

processes and procedure are followed. 
2. People have assured work and enjoy security of employment. 
3. These enterprises are registered by the government. 
4. These enterprises follow its rules and regulations such as the factory act, minimum wage act, payment of 
gratuity act etc. 
5. The employees get so many benefits like paid leave, payment during holidays, provident fund, gratuity, 
medical benefits, pensions etc. 

 
3. Describe the developments which changed today’s developing countries from farming nations to nations 

depending on tertiary sectors. 
Ans. 1. In the last 35 years tertiary sector has achieved importance. It has emerged as single largest producing sector 

in India. 
2. This because in growing economies, certain basic services like good hospitals, schools, banks, and insurance 
companies required. 
3. With the growth of agriculture sector infrastructure facilities like transport storage are required. 
4. The richer people want restaurants, shopping malls, tourism etc in big cities. It has become essential service. 
5. In developing countries there is no shortage of skilled workers. 

 
4. Explain any five features of unorganized sector. 
Ans. 1. It is found in non government small and scattered sectors. 

2. Jobs are low paid and irregular. 
3. There is no provision of pension, overtime, paid leave, holidays etc. 
4. People have no security of employment. 
5. It is largely outside the control of the government. 
6.There are rules but these are not followed. 

 
5. Give reasons for the rising importance of tertiary sector in India? 
Ans. 1. Over thirty years between 1973 and 2003, production in the tertiary sector has increased the most, and it 

has emerged as the largest producing sector in India replacing the primary sector. 
2. In our country there is lot of development in several services such as hospital educational institutions, post 
and telegraph services, police stations, courts, village administrative offices, municipal corporations, banks, 
defense, transport insurance etc. 
3. Development of agriculture and industry leads to development of services like transport, trade, storage etc. 
Greater the development of the primary and secondary sectors more would be the demand for such services. 
4. As income level raises people start demanding more services like eating out, tourism, shopping, private 
hospitals, schools, etc. 



 

Wisdom education academy www.free-education.in Mob:8750387081 

5. New services such as internet, e-shopping, communication have become important and essential. The 
production of these services has been rising rapidly. 

 
6. Distinguish between primary sector and secondary sector. 
Ans. 

Primary sector Secondary sector 

A. It covers activities that are undertaken by directly using 
natural resources. 

A. It covers activities in which natural products are changed into 
other forms through manufacturing. 

B. It uses natural resources. B. It deals with manmade products. 

C. It deals with Agriculture, dairy, fishing, forestry so this sector 
is also called agriculture and related sector. 

C. This sector gradually become associated with different kinds of 
industries, so it is also called industrial sector. 

D. Dairy farming, cultivation, fishing are some examples of it. D. manufacturing of car, manufacturing of soap etc. 

 
7. Explain three causes of unemployment in India and suggest any two measures to reduce unemployment in 

India. 
Ans. Following are causes of Unemployment: 

1. In the developing countries millions of new jobs were created but the number of job seekers is much more 
than those jobs. So the insufficient economic development is the main cause of the unemployment. 
2. Defective system of education is also responsible for unemployment. There is lack of vocational and 
professional guidance. 
3. Slow growth of industrialization in the country is another cause of unemployment in the urban areas. 

Following are some measures to reduce unemployment: 
1. Educational system should be improved. 
2. Government should take some serious steps to eradicate unemployment. 

 
8. Compare the contribution of employment and GDP to the Indian economy. 
Ans. Following is the contribution of GDP:In 1950-51, GDP at factor cost at constant prices was RS 140466 corers 

and in 2003-2004 were Rs 1424507 corers. In 2003-04, GDP growth rate was 8.2%. In 2003-04 in primary sector, 
growth rate was 8.6%. In 2003-04, in secondary sector growth rate was 6.7%. In 2003-04, in Tertiary sector 
growth rate was 8.4%. 

Following is the contribution of Employment:In 1951- percentage of working force in India engaged in primary, 
secondary and tertiary sector was 72.1% 10.7% and 17.2% respectively. 
In 1999-2000, percentage of working force in India engaged in Primary, secondary and tertiary sector was 60.4%, 
16.8% and 22.7% respectvily. 

 
9. Study the data given in the table and answer the following questions: 

Sector Organized Unorganized Total 

Primary 2   242 

Secondary 9 54 63 

Tertiary 17 76 93 

Total 28     

1. Which is the most important sector that provides most jobs to the people? 
2. What is the number of persons engaged in the unorganized sector? 
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3. Why is this unorganized sector more important? Give reasons. 
4. Which is the most important organized sector? Give one reason. 

Ans. Workers in different sectors (In Millions) 

Sector Organized Unorganized Total 

Primary 2 240 242 

Secondary 9 54 63 

Tertiary 17 76 93 

Total 28 370 398 

1. Primary sector and especially the unorganized sector are providing most jobs to the people. 
2. 370 million. 
3. Employment opportunities in the organized sector have been expanding very slowly. Therefore a large 
number of workers are forced to enter the organized sector jobs, which pay very low salaries. 
4. Tertiary sector is the most important organized sector because as income levels rise, certain sections of 
people start demanding more services like tourism, shopping, private school etc. Production in tertiary sector is 
rising day by day. 

 
10. Define unemployment, cyclic al, technological, frictional and open unemployment. 
Ans. 1. Unemployment: It refers to a situation when a person is able and willing to work but does not get an 

opportunity to work. 
2. Cyclic Unemployment: It is due to slackening of demand for goods, generally witnessed in developed 
countries. 
3. Technological or Technical Unemployment: When the introduction of new technological causes, displacement 
of workers, it is called technological unemployment. 
4. Frictional Unemployment: The temporary unemployment which exists during the period of the transfer of 
labour from one occupation to another is called frictional unemployment. It is due to ignorance of labour about 
job opportunities. 
5. Open Unemployment: In the agricultural sector we have a large group of landless laborers who seek wage 
employment on farms. But many people fails to get employment and hence remain chronically unemployed. 

 
CBSE Class 10 Economics Important Questions Chapter 3 – Money and Credit 

 
1 Mark Questions 
1. The exchange of goods for goods is: 
(i) banker of option 

(ii) bills of exchange 
(iii) barter 
(iv) currency 

Ans. (iii) barter 

 
2. Currency is issued by: 
(i) RBI on behalf of central government 

(ii) By president of India. 
(iii) By finance minister 
(iv) None of them 

Ans. (i) RBI on behalf of central government 

 
3. National Sample Survey Organization is a : 
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(i) Commercial bank organization 
(ii) An organization of World Bank 
(iii) An organization associated with Indian Standard. Institute 
(iv) An institution responsible to collect data on formal sector credit. 

Ans. (iv) An institution responsible to collect data on formal sector credit. 

 
4. Gold mohar, a coin so named was brought in circulation by: 
(i) Akbar 

(ii) Sher Shah Suri 
(iii) Ashok 
(iv) Shivaji 

Ans. (i) Akbar 

 
5. Which agency is not included in informal loan sector or agency: 
(i) Bank 

(ii) Village money lender 
(iii) Trader 
(iv) Relative of borrower 

Ans. (i) Bank 

 
6. In SHG most of the decisions regarding savings and loan activities are taken by: 
(i) Bank 

(ii) Members 
(iii) Non-government organizations 
(iv) LIC 

Ans. (ii) Member 

 
7. At what interest rate Shamlal borrow money from the village moneylender? 
Ans. 5% per month or 60% per annum 

 
8. What is NABARD? 
Ans. National Bank for Agriculture and Rural Development. 

 
9. Name the organization that conducted All India Debt and Investment Survay, 2003. 
Ans. NSSO 

 
10. Write a special feature of the Gupta coins. 
Ans. Gupta coins were not fully circular in shape and a picture of a king or a person was depicted on it. 

 
11. Which is the main source of credit for rich urban households in India? 
Ans. Formal Sources of credit are the main source. 

 
12. Name the system by which exchange of goods is done without uses of money? 
Ans. Barter System 

 
13. How much percent of rural household in India is dependent upon money lenders for credit during 2003? 
Ans. 30 percent. 

 
14. How many members a typical self help group should have? 
Ans. 15-20 members 
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15. Who takes the decision in SHG regarding savings and loan activities? 
Ans. Members of Self Help Group 

 
16. How much percentage of total deposits banks hold as cash reserves? 
Ans. 15% of total cash reserves 

 
17. Give one special feature that distinguish formal sector from informal sector. 
Ans. RBI supervises the functioning of the formal sources of credit while no organization is there to supervises the 

lending activities if informal sources of credit. 

 
18. Name the system in which double coincidence of wants is essential feature. 
Ans. Barter system. 

 
19. Give one reason why the banks and cooperatives are are popular lending agencies? 
Ans. Because these agencies provide loan at very less interest rates. 

 
20.What is ‘Debt Trap’? 
Ans. Debt trap is situation in which a borrower is unable pay back the loan and he has to sell is any asset to repay 

back the borrowed money. Credit in such case pushes the borrower in to a situation from which the recovery is 
very painful. 

 
21.Name the agency from whom Rama took loan to meet her expenses. 
Ans. Her employer, a medium land lord 

 
22.In which year Professor Muhammad Yunas received the Nobel Prize for Peace? 
Ans. In 2006 

 
23.Which is the main source of credit for urban households? 
Ans.Banks and Cooperatives 

 
24.Name the agency from whom Arun took loan to meet her expenses 
Ans.Bank 

 
25.Give one reason to deposit money with the banks. 
Ans.To save money and to earn interest 

 
26.Give a special feature the Tughlaq Coins. 
Ans.These are square in shape and words of a particular language are written on it. 

 
27. Give the meaning and functions of money. 
Ans. Meaning of money:Money may be anything chosen by common consent as a medium of exchange and 

measure of value. 
Functions of money: 
(A) Primary functions: 
(a) Medium of exchange (b) Medium of value 
(B) Secondary functions: 
(a) Store of value (b) Standard of deferred payments (c) Transfer of value 
(C) Contingent functions: 
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(a) Basis of credit (b) Liquidity (c) Maximum utilization of resources(d) Guarantor of solvency (e) Distribution of 
National Income 

 
28. What monetary system does India follow? 
Ans. (a) India has adopted a representative paper currency or the managed currency standard. 
(b) The monetary standard is synonymous with the standard money adopted. Paper currency in India is the 

unlimited legal tender i.e. it is used to settle debts and make payments against all transactions. 
(c) RBI (The Reserve Bank of India) issues all currency notes and coins except one rupee notes and coins which are 

issued by the ministry of finance. 
(d) The system governing note issues the minimum reserve system viz. certain quantity of gold is kept in reserve. 
 
CBSE Class 10 Economics Important Questions Chapter 3 – Money and Credit 

 
3 Mark Questions 
1. What is banking? Give the main features of commercial banking. 
Ans. Banking is defined as the accepting of deposits for the purpose of lending or investment of deposited money by 

the public, repayable on demand or otherwise and withdrawal by cheque, draft order or otherwise. 
Main features of commercial banks are as follows: 
(i) It deals with money, it accepts deposits and advances loans. 
(ii) It also deals with credit, it has the power to create credit. 
(iii) It is a commercial institution, whose aim is to earn profit. 
(iv) It is a unique financial institution that creates demand. 
(v) It deals with the general public. 

 
2. Banks are present everywhere, but it is very difficult for poor households to get loan from the bank than taking 

a loan from informal source? Why is it so? 
Ans. Banks are present everywhere, but it is very difficult for poor households to get loan from the bank than taking 

a loan from informal source. Poor house hold give preference to informal sources of credit because bank loans 
require proper documentation and collateral which is rarely available with poor households and it prevents 
them from getting loans. Sometimes banks hesitate to give loans to poor households. On the other hand, 
Informal source of credit like Money lenders personally know the borrowers and willing to give loans without 
collateral. The documentation process of money lenders is not very rigid. 

 
3. Why do lenders ask for collateral while lending? 
Ans. Lenders asked for collateral while lending money to the borrowers due to the following reasons: 
A. Lenders demand collateral against loan because it is a security against loan. 
B. Collateral is an asset that the borrower owns and uses this as a guarantee to lender until the loan repaid. 
C. If the borrower fails to repay the loan, the lender has the right to sell the asset or collateral to obtain payment. 
D. Property such as land titles, deposits with banks, livestock, gold, are some common examples of collateral. 

 
4. How will you justify that credit is a crucial element in economic life? 
Ans. Credit plays a crucial role in economic life. Some time it plays a negative role some time positive. 
Positive Role: 

1. Sometimes credit helps to increase earnings makes the person better than before. 
2. Credit helps the person to enhance his business his economic condition. 

Negative role: 
1. Some time person borrow money to increase his business or for personal use. 
2. If the borrower fails to pay back the borrowed money, it pushes the person in to bank trap. 
To repay the loan the borrower has to sell his land or the lender detained the collateral. 
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5. For what purpose banks keeps a small portion of the deposits as cash with themselves? 
Ans. 1. Banks keep only a small proportion of their deposits as cash with themselves. 
2. Banks in India these days hold 15 percent of their cash deposits as cash. 
3. This is kept as provision to pay the depositors who might come to withdraw money from the bank on any given 

day. 
4. Since on any particular day, only some of its many depositors come to withdraw cash, the bank is able to manage 

with this cash. 

 
6. Explain the intermediary function of Money? Elaborate with example. 
Ans. Money by providing the crucial intermediate step eliminates the need for double coincidence of wants. It is no 

longer necessary for the shoe manufacturer to look for a farmer who will buy his shoes and at the same time sell 
him wheat. All he has to do is find a buyer for his shoes. Once he has exchanged his shoes for money, he can 
purchase wheat or any other commodity in the market. Since money acts as an intermediate in the exchange 
process, it is called a medium of exchange. 

 
7. What motives are there to deposit money the bank by depositors? 
Ans. 1. Money in banks is safe. 
2. Depositor gets interest on it. 
3. People also have provision to withdraw the money as and when they need. 

 
8.How will you justify that interest on loans is a main source of income of the banks? 
Ans. Banks mediate between those who have surplus funds and those who are in need of these funds. It means that 

a bank mediates between borrowers and depositors. Banks charges very high interest rate on loans than what 
they offer to the depositors. The difference between what is charged from borrowers and what is paid to 
depositors is their main source of income. These days’ banks started so many schemes just to attract the 
borrowers. Banks offer loans at attractive interest rate. The main motive behind all these steps of banks is to 
earn huge profits. 

 
9. How far it is correct to say that the modern currency is without any use of its own as a commodity? Give 

reasons to support your answer? 
Ans. A. Modern forms of money include currency-paper notes and coins. 
B. Unlike the things that were used as money earlier, modern currency is not made of precious metals such as gold, 

silver and copper. And unlike grain and cattle, they are neither of everyday use. 
C. The modern currency is merely a paper currency and it is accepted a medium of exchange because it is authorized 

by the government of the country. So the modern currency is without any use of its own. 

 
10. What facts would you use to explain the role of credit for the development? 
Ans.  1. Credit meets the working capital for production. 
2. Credit helps the producers to meet the ongoing expenses of production. 
3.Farmers and industrialists need credit to expand their business and to purchase new tools and equipments. 
4. With the help of credit a person can purchase a house, bike, car and other house hold implements. 

 
11. Mention the requirements a borrower has to fulfill before taking a house loan? 
Ans. 1. A Person has to submit documents showing his employment record and salary record. 
2. Person has to submit his identity proof and residential proof. 
3. Borrower has to produce a guarantor. 
4. Collateral is a very important condition which a barrower has to submit in the bank. 

 
12. “I promise to pay the bearer the sum of ten Rupees”. Where is this statement written and what do you 

understand from this statement? 
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Ans. 1. This statement is written on the ten rupees note. 
2. The meaning of statement is that the Reserve bank of India has been authorized by the Central Government to 

issue 10 Rupees note and the governor of RBI promises to pay rupees 10 to the person who has this note. 
Without this authority given by the central government the 10 Rupees note is mere a piece of paper and nothing 
else. In India the Reserve Bank of India issues currency notes on behalf of the central government. 

 
13. Why there is a need to supervise the banking system by RBI? 
Ans. Reserve bank of India supervises the Banking system due to the following reasons: 
1. The RBI monitors that the banks maintain a minimum cash balance. 
2. RBI ensures that the banks give loan not just to the profit making businessmen and traders but also to small 

cultivators, small scale industries and small borrowers. 
3. Banks have to submit the information to the RBI on how much they are lending, to whom, at what interest rates 

etc. 

 
14. Suggest some ways by which small farmers can get cheap credit. 
Ans. A. Small farmers can get cheap credit by forming cooperatives. They can form cooperatives which can obtain 

large loan from the bank. 
B. The cooperatives use the bank loan to provide loans to members at cheaper rates than the moneylenders. 
C. Small farmers can also get loan from the banks if they are able to provide collateral to the banks. 
D. Small farmers can also get loan from Self Help Groups by becoming members of it. 

 
15. Elaborate the reasons why the banks might not be ready to lend to the certain borrowers? 
Ans.A. Bank loans require proper documentation and collateral. 
B. People who do not apply for loan with proper documentations and collateral are refused by the bank. 
C. The poor people and land less farmers fall in this category. 
D. Absence of collateral is one of the main causes for not sanctioning loans to the poor people and land less people. 

 
16. With the help of one example can you explain the role of credit for development? 
Ans. 1. Credit helps in increasing economic activities of the borrower. 
2. If credit is provided at reasonable rate of interest they can improve their economic condition. This will help them 

to improve their status. 
3. With the help of credit people could increase their agricultural production, do business, set up small scale 

industries. 
Example: During festival season Salim, a shoe manufacturer has received an order from a large trader in town for 

3000 pairs of shoes to be delivered in a month time. To complete production on time Salim has to hire a few 
more workers for stitching and pasting work. He has to purchase the raw material. To meet his expenses Salim 
obtain loan from two different sources. At the end of the month, Salim is able to deliver the order, make a good 
profit, and repay the money that he had borrowed. He had also earned huge profit. In this way credit helps 
Salim to improve his business. 

 
17.What are Self Help Groups? Explain the aims of Self Help Groups. 
Ans. Self Help Groups: Self Help Groups is an organization of 15-20 members belonging to one neighborhood, who 

meet and save money regularly. 
Aim of Self Help Groups: The main aim of Self Help Group is to oganise rural poor, women in particular and collect 

their savings and to take loans from the group to meet their needs. The group takes loan from the bank to 
create self employment opportunities for the members. 

 
18. Which is the most important term of credit according to your views? Explain. 
Ans. Collateral is the most important term of credit. Collateral is an asset that the borrower owns. Such as land, 

building, vehicles, livestock, deposits with bank are some examples of collateral. These items are used as a 
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guarantee to a lender until the loan is repaid. If the borrower fails to pay the loan the lender has the right to sell 
the asset or collateral to obtain payment. The poor people and land less people have no collateral. This prevents 
them to take loan from formal sources of credit. Banks first ask for the collateral than they issue loans to the 
people. So due to the above reason collateral is the most important term of credit. 

 
19. Name any two formal and informal sources of credit in India? Which one is the most preferred by the farmers 

of the rural area? 
Ans. 
1. Cooperatives and commercial banks are the two examples of the formal sources of credit. 
2. Money lenders and friends are the two examples of the informal sources of credit. 
3. The most preferred source of credit to the farmers is money lenders. About 30% of loan requirements are covered 

from moneylenders by the rural households in India according to the survey of 2003. 

 
20. Is there any criterion to make payments without using cash? Explain. 
Ans. We have heard about payments being made by cheques instead of cash. 
A. For payment through cheque, the payer who has an account with the bank makes out a cheque for a specific 

amount. 
B. A cheque is a paper instructing the bank to pay a specific amount from the person in whose name the cheque has 

been made. 

 
21. What facts show that modern forms of money are deferent from the early forms of money? 
Ans. A. Modern forms of money are including currency-paper notes and coins. 
B. Unlike the things that were used as money earlier, modern currency is not made of precious metal such as gold, 

silver and copper. 
C. And unlike grain and cattle, they are neither of everyday use. 
D. The modern currency is without any use of its own. 

 
22. “Cheap and affordable credit is essential for poor households both in rural and urban areas”. In the light of 

given statement explain the economic and social values attached to it. 
Ans. A. Economic value: Cheap and affordable credit will provide the economic development opportunities to the 

poor households. It will increase the income of the poor. With the help of loan they can start their any small 
trade. Gradually they will return the credit and become self dependent. 

Social Value: The poor can live with dignity in the society if they will become self dependent. They are free from the 
clutches of money lender and traders of their locality. 

 
23. Suggest some way to increase the approachability of formal sources of credit in the rural areas? 
Ans. 1. Government has to take some initiative by making some public welfare policies. 
2. More Banks should be open in rural areas. 
3. Credit should be provided at low interest rate to the needy and hardworking poor house hold of the rural areas. 
4. Awareness should be spread among the people of rural areas by conducting seminars. 
5. The procedure of giving loans should be made easy and simpler. 

 
24. What is meant by Informal Sources of Credit? Mention the drawbacks of this system. 
Ans. 1. Informal source of Credit includes the credit from money lenders, friends, traders, employers and relatives. 

There are no rules and regulations of government are applied on these institutions. 
2. These institutions charge very high interest rates. 
3. There is no government organization to supervise the functioning of these sources of credit. 
4. The sources of credit some time use unfair means to get their money back. 

 
25. Explain the different requirements of rural people for which they need credit. 
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Ans. 1. They need credit to meet the expenses of cultivation. 
2. If crop fails they need credit to purchase agricultural implements 
3. They need credit to purchase pesticides and fertilizers. 
4. Sometime they need credit to meet their household expenses. 
5. Sometimes they need credit to repay back the previous credit. 

 
26. Explain the different types of objects used as money before the introduction of coins? 
Ans. A. Before the introduction of coins, a variety of objects was used as money. 
B. For example since the very early ages. Indians used grains and cattle as money. 
C. There after came the use of metallic coins-gold, silver, copper coins- a phase which continued well into the last 

century. 

 
27. Can an Indian shopkeeper refused the payment made in rupees? Give reason to justify your answer? 
Ans. 1. In India, the Reserve bank of India issues currency notes on behalf of the central government. 
2. As per Indian law, no other individual or organization is allowed to issue currency. 
3. Moreover the law legalizes the use of rupee as a medium of payment that cannot be refused in settling 

transactions on India. 
4. So individual in India can legally refuse a payment made in rupees. Hence, the rupee is widely accepted as a 

medium of exchange. 

 
28. Can you identify the reasons why banks give interest on the deposits made by people? 
Ans. 1. The business of banks totally dependent on the deposits. 
2. Banks keeps a small portion of deposits as cash with themselves. 
3. Banks use the major portion of deposits to extend loans. 
4. Banks charge very high interest of the loans given to the borrowers. This is the main profit of Banks. 
5. There is a huge demand for loan for various economic activities. Banks need money to meet the loan 

requirements. 
6. Just to increase the funds and to attract the depositors, banks give interest on the deposits made by people. 

 
29. “Money plays very important role in our everyday life” Explain. 
Ans. 1. The use of money expands a very important role in our everyday life. No transaction is possible without the 

use of money. 
2. Goods are bought and sold with the use of money. 
3. The objective of each and every person is to earning money. All human beings are working day and night to earn 

money. 
4. If we want to purchase any thing if it is tiny or large we need money. 

 
30. What is Barter system? Explain this system with an example. 
Ans. 1. Barter System: In a barter system where goods are directly exchanged without the use of money, double 

coincidence of wants is an essential feature. When both parties have to agree to sell, buy and ready to exchange 
each other’s commodities are called double coincidence of wants. 

2. Example: A Shoe seller sells his shoe in exchange of wheat. In this case, both parties i.e., shoe seller and wheat 
producers have to agree to sell and buy each other’s commodities. This is barter system and this system requires 
double coincidence of want. 

 
31. Mention the short comings of the barter system that led to the evolution of money? 
Ans. 1. Exchanging of goods was difficult. Demand of two persons for each other’s commodity should have risen at 

the same time, otherwise exchange was not possible. This is known as double coincidence of want. 
2. It is a time consuming process. 
3. Exact valuation of goods may not be take place at the time of exchange of goods. 
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4. It is difficult to get the product on the spot and at the right time. 

 
32. Discuss the historical origin of money. 
Ans. Historical origin of money: 
(a) Animal money: First of all, human beings used animals as a medium of exchange. For example, the Vedic 

literature tells us that cows or horses were used as money in India. 
(b) Commodity money: Before the invention of money several commodities were used as money. Even today in 

small villages food-grains like, wheat, horse gram, rice etc. are used as commodity money. 
(c) Metallic money: Man used metal, like copper, silver, gold, etc. as a medium of exchange. Coins were minted by 

goldsmith and used as money until paper money was invented. 
(d) Paper money: China was the first country that started using representative paper currency standard. Certain 

quantity of gold is kept as reserve in proportion to currency notes issued at the particular point of time. Coins 
are also used besides paper currency in our country. 

(e) Credit money: Credit money is also known as bank money. It refers to bank deposits kept by people with banks 
which are payable on demand and can be transferred from one party to another through cheque/demand 
drafts/pay orders etc. 

 
33. Highlight the formal and informal credit sources in India. 
Ans. (A) Formal credit sources 
(i) Commercial Banks (ii) Central Bank (iii) Government Agency (iv) LIC (v) Registered Chit Fund Companies (vi) UTI 

(vii) Mutual Fund Institution 
Above mentioned all formal financial institutions accept savings and sanction loans to the people, companies and 

other agencies. 
(B) Informal credit sources 
(i) Local moneylenders: village mahajan and sarafs or gold smiths in the rural areas or in the cities. 
(ii) Land lords: this class include the big, middle and small category land-lords. They accept as collateral, title 

documents of agricultural land, dwelling unit, factories and issue loans to needy persons and companies. 
(iii) Self help groups: thrift and credit societies, union of government servants, cooperative societies andfarmers, 

labourers, domestic helpers and housewives organizations. Theyalso accept savings fromdifferent people and 
help their needy members. 

(iv) Chit fund companies and private finance companies are very powerful informalfinancial institutions. Some of 
them are working very effectively in villages and cities and all pay more interest to depositors than the formal 
agencies and institutions. 

 
34. What are main functions of Reserve Bank of India? 
Ans. The main function of the central bank is to act governor of the machinery of credit in order to secure stability of 

prices. It regulates the volume of credit and currency, pumping in more money when market is dry of cash, and 
pumping out money when there is credit. Broadly a central bank has two departments namely, issue 
department and banking department. 

The main functions are: 
(i) Issue of currency: the central bank is given the sole monopoly of issuing currency in order to secure control 
over volume of currency and credit. These notes circulate throughout the country as legal tender money. 
(ii) Banker to the government: central bank functions as a banker to the government – both central and state 
governments. It carries out all banking business of the government. 
(iii) Banker‘s bank and supervisor: Central Bank acts as banker‘s bank in three capacities: 

(i) it is custodian of their cash reserves. 
(ii) Central Bank is lender of last resort. 
(iii) It acts as a bank of central clearance, settlements and transfers. 
(iv) Controller of credit and money supply: it is an important function of a central bank to control credit and 
money supply through its monetary policy. There are two parts of monetary policy, viz, currency andcredit. 
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Central bank has a monopoly of issuing notes and thereby can control the volumes of currency. Itcontrols credit 
and money supply by adopting quantitative and qualitative measures. 

 
CBSE Class 10 Economics Important Questions Chapter 3 – Money and Credit 

 
5 Mark Questions 
1. What is Bank? Can you illustrate the functions of a Bank? 
Ans. Banks are institutions which accept the deposits from the public withdraw able by cheques and by demand 

deposits and advances loans of various types to the borrowers is called a Bank. Following are the functions of 
Bank: 

1. It accepts the deposits from customers. It can be in the form of saving account deposits, current account and fixed 
deposits. 

2. It gives interests on the savings to the customers. 
3. It provides withdrawal facility to the customers. 
4. It gives loans and advances to the borrowers and charge interest 
5. It provides agency function like transfer of funds, collection of funds, payment of various items, purchase and sale 

of shares and securities. 

 
2. Describe the role played by Grameen Bank of Bangladesh in improvement of the condition of poor particularly 

women. 
Ans. Grameen Bank of Bangladesh was started in the 1970s. It has now over 6 million borrowers in about 40,000 

villages. Almost all the borrowers are women and belong to poorest sections of the society. These borrowers 
have proved that not only are poor women reliable borrowers, but they can start and run a variety of small 
income generating activities successfully. Thus the Grameen bank has played a significant role in the 
improvement of the condition of the poor women in Bangladesh. Professor Muhammad Yunus, the founder of 
Grameen Bank and recipient of 2006 Nobel Peace prize for peace has stated that,” if credit can be made 
available to the poor people on terms and conditions that are appropriate and reasonable these million of small 
people with their millions of small pursuits can add up to create the biggest development wonder”. 

 
3. Highlight the contribution of the Krishak Cooperative societies to overcome the problem of credit in rural 

areas? 
Ans. Besides banks the other major source of cheap credit in rural areas are the cooperative societies. The members 

of a cooperative pool their resources for cooperation in certain areas. 
1. Krishak Cooperatives functions in a village not very far away from Sonpur. 
2. It has 2300 farmers as members. It accepts deposits from its members. 
3. With these deposits as collateral, the cooperative has obtained a large loan from bank. 
4. These funds are used to provide loans to members. Once these loans are repaid, another round of lending can 

take place. 
Krishak cooperatives provides loans for the purchase of agricultural implements, loans for cultivation and 

agricultural trade, fishery loans, loans for construction of houses and for a variety of other expenses 

 
4. Why do you think that credit plays a positive role in the situation of Swapna, where as it plays a negative role in 

the situation of Salim? Explain. 
Ans. Swapna is a small farmer and grows groundnuts on her three acres. She takes loan from the money lender to 

meet the expenses of cultivation, hoping that her harvest would help repay the loan. Mid way through the 
season the crop is hit by pests and the crop fails. Though Swapna sprays her crops with expensive pesticides, it 
makes little difference. She is unable to repay the moneylender and the debt grows over the year into large. In 
this way credit put swapna in to worse conditions. 

During festival season Salim, a shoe manufacturer has received an order from a large trader in town for 3000 pairs of 
shoes to be delivered in a month time. To complete production on time Salim has to hire a few more workers for 
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stitching and pasting work. He has to purchase the raw material. To meet his expenses Salim obtain loan from 
two different sources. At the end of the month, Salim is able to deliver the order, make a good profit, and repay 
the money that he had borrowed. He had also earned huge profit. In this way credit helps Salim to improve his 
business. 

 
5. What is debt trap? Why is it more rampant in rural areas? Give reasons. 
Ans. Debt Trap: Debt trap is a condition where the credit pushes the borrower into a situation from which the 

recovery is very painful, it is called debt trap. Here the borrower fails to repay the borrowed money to the 
lender and he has to sell his small portion of land to repay the loan. It is rampant in rural areas because of the 
following reasons: 

1. Rural areas small farmers give preference to the informal sources to take loan. The interest rates if these sources 
are very high. 

2. Farmers take loan for crop production, equipment, fertilizers. If crop fails due to any reason they become unable 
to pay back the loan. 

3. There is unusually absence of any kind of support to the farmers in case of crop failure. 
4. The main source of their income is production of crops. If it fails than they don’t have any other source of income 

from which they can repay their borrowings. 

 
6. Why do you think that the formal sources of credit provide loans at reasonable interest rates? 
Ans. A. Formal sources of credit work according to the norms of Reserve Banks of India. 
B. The RBI monitors that the banks give loans not just to the profit-making businessmen and traders. But also to 

small cultivators, small scale industries, to small borrowers etc. 
C. Rates of interest are fixed by RBI according to the instructions given by central government. Indian government is 

a welfare state. 
D. The formal sources to provide loan at low interest rate because people can increase their income and help them 

in the overall development of the country. 

 
7. How would you describe the organization and functioning of Self Help Group? 
Ans. 1. Self Help Groups are the groups organized by the poor needy persons themselves, especially women to fulfill 

their credit and loan needs. A typical Self Help Group has 15 to 20 members, who meet and save regularly. 
2. Saving per member varies from Rs 25 to 100 or more, depending in the ability of the people to save. 
3. Members can take small loans from the group itself to meet their needs. 
4. The group charges interest on these loans but this is still less than what the money lenders charges. 
5. After a year or two, if the group is regular in saving, it becomes eligible foe availing loan from the bank. 
6. Loan is sanctioned in the name of group and is meant to create self-employment opportunities for the members. 

 
8. Elucidate the developments in the forms of currency since early times. 
Ans. A. Barter system was the earliest method to buy and sell products. 
B. Before the introduction of coins, a variety of objects was used as money. 
C. For example since the very early ages. Indians used grains and cattle as money. 
D. There after came the use of metallic coins-gold, silver, copper coins- a phase which continued well into the last 

century. 
E. Modern forms of money include currency- paper notes and coins. Unlike the things that were used as money 

earlier, modern currency is not made of precious metals. The modern currency is without any use of its own. 
F. Currency notes, cheques, are the examples of modern forms of Currency notes. 

 
9. Mention the reasons for which the informal sources of credit preferred in rural area? 
Ans. 1. The rural area people are unable to provide collateral. 
2. There is no need of paper work which the rural poor people are not able to provide. 
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3. In rural areas moneylenders, traders and rich landlords have no objection to defaulters even if the previous loan is 
unpaid. 

4. Poor people hesitant and are not confident about the functioning of the banks. 
5. Banks are not accessible to the villages of poor people. 
6.The procedure by which moneylenders and rich landlords is very simple. 

 
10. How does Reserve bank of India lay a crucial role in controlling the formal sector loans? Explain. 
Ans. A. The Reserve bank of India supervises the functioning of formal sources of credit of India. 
B. The RBI monitors that the banks actually maintain a minimum cash balance out of the deposits they receive. 
C. RBI ensures that the banks give loans not just to profit making business and traders but also to small cultivators, 

small-scale industries, small borrowers etc. 
D. Periodically banks have to submit information to the RBI on how much they are lending to whom at what interest 

rates etc. 
E. RBI is the central bank of India. 
 
CBSE Class 10 Economics Important Questions Chapter 4 – Globalisation and Indian Economy 

 
1 Mark Questions 
1. MNC stands for 
(i) Multinational Corporation 

(ii) Multination Corporation 
(iii) Multinational Cities 
(iv) Multinational Council 

Ans. (i) Multinational Corporation 

 
2. Investment made by MNCs is called 
(i) Investment 

(ii) Foreign Trade 
(iii) Foreign Investment 
(iv) Disinvestment 

Ans. (iii) Foreign Investment 

 
3. Process of integration of different countries is called 
(i) Liberalisation 

(ii) Privatisation 
(iii) Globalisation 
(iv) None of the above 

Ans. (iii) Globalisation 

 
4. MNCs do not increase 
(i) Competition 

(ii) Price war 
(iii) Quality 
(iv) None of the above 

Ans. (iv) None of the above 

 
5. This helps to create an opportunity for the producers to reach beyond the domestic market 
(i) Foreign trade 

(ii) Domestic trade 
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(iii) Internal trade 
(iv)Trade barrier 

Ans. (i) Foreign trade 

 
6. Foreign Trade 
(i) Increases choice of goods 

(ii) Decreases prices of goods 
(iii) Increases competition in the market 
(iv) Decreases earnings 

Ans. (iv) Decreases earnings 

 
7. Globalisation was stimulated by 
(i) Money 

(ii) Transportation 
(iii) Population 
(iv) Computers 

Ans. (ii) Transportation 

 
8. Production of services across countries has been facilitated by 
(i) Money 

(ii) Machine 
(iii) Labour 
(iv) Information and communication technology 

Ans. (iv) Information and communication technology 

 
9. Tax on imports is an example of 
(i) Investment 

(ii) Disinvestment 
(iii) Trade barrier 
(iv) Privatisation 

Ans. (iii) Trade barrier 

 
10. Liberalisation does not include 
(i) Removing trade barriers 

(ii) Liberal policies 
(iii) Introducing quota system 
(iv) Disinvestment 

Ans. (iii) Introducing quotsa system 

 
11. What will happen if the trade barriers are removed from the import of Chinese toys to India? 
Ans. The price of Chinese toys will decrease and the demand for Indian toys will also decrease. The sale of Chinese 

toys in India wills also increased due to less price as comparison to the price of Indian manufactured. 

 
12. What is outsourcing? 
Ans. Outsourcing implies obtaining goods and services from outside sources. 

 
13. Name the process which helps in rapid integration or interconnection between countries? 
Ans. Globalisation 

 
14. What do you mean by Trade Barriers? 



 

Wisdom education academy www.free-education.in Mob:8750387081 

Ans. Imposing import duties and quantitative restrictions on imports and exports are called as trade barriers. 

 
15. Name the agency that forces the developing countries to liberalize the trade? 
Ans. World Trade Organisations. 

 
16. What can be used to reduce foreign trade? 
Ans. Trade barriers 

 
17. What is the per day capacity of the Cargill Foods to make Oil Pouches? 
Ans. Five million pouches 

 
18. Give any two factors which enabled globalisation. 
Ans. A. Advancement in technology 
B. Liberalization of foreign investment and trade 

 
19. What is the total share of agriculture in GDP in US? 
Ans. 1% 

 
20. Name the institution that put pressure on the developing countries to liberalize trade and investment? 
Ans. World Trade Organization 

 
21. When was the WTO established? 
Ans. January 1, 1995 

 
22. Give a most common route for investments by MNCs in developing countries around the world? 
Ans. The common route is by forming partnership with local companies. 

 
23. Where did the ford motors set up their large plant in India? 
Ans.Ford motors set their plant at Chennai 

 
24. In which year the government of India decided to remove trade barriers on foreign investment and foreign 

trade? 
Ans. In 1991 

 
25. Which institution laid emphasis on liberalization of foreign trade and foreign investment in the developing 

countries? 
Ans.World Trade Organisation 

 
26. What is foreign investment? 
Ans. 5% 

 
27. Name the institution that has tremendous power to determine price, quality and labour conditions for distant 

producers. 
Ans. Multinational Companies. 

 
28. In how many countries the production process of Ford motors spread? 
Ans. 26 countries 

 
29. In which year the demonstration against WTO held in Hong Kong? 
Ans. 2005 
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30. Write four functions of WTO. 
Ans. Four functions of WTO are: 
(i) Administering trade agreements between nations. 
(ii) Forum for trade negotiations. 
(iii) Handling trade disputes. 
(iv) Maintaining national trade policy. 

 
31. What is the impact of WTO on Indian economy? 
Ans. The impact of WTO on Indian economy is: 
(i) An opportunity to India for trading with other member countries. 
(ii) Availability of foreign technology to India at a reduced cost. 
(iii) Many laws of WTO are unfavorable to the developing countries like India. 
(iv) Certain clauses of WTO agreement on agriculture put restrictions on the provision of subsidized food grains in 

India. 

 
32. What is trade barrier? How governments can use trade barriers? 
Ans. Any kind of restrictions imposed on trade is called a trade barrier.Governments can use trade barriers to 

increase or decrease (regulate) foreign trade and to decide what kinds of goods and how much of each, should 
come into the country. 

 
33. What is privatization and liberalization? 
Ans. Privatization means allowing the private sector to set up industries which were earlier reserved for the public 

sector. Removing barriers or restrictions set by the government on trade is called liberalization. Thus, 
privatization and liberalization results in freedom from closed and regulated economy. 

 
34. How MNCs can spread their production? 
Ans. MNCs can spread their production by:- 
1. Setting up joint production units with local companies. 
2. To Buy up local companies and expanding its production base. 
3. Placing orders with small producers 

 
35. Mention three factors responsible for globalization. 
Ans. (i) Growth of MNCs. 
(ii) Growth of technology. 
(iii) Development in transport and communication technology. 
 
CBSE Class 10 Economics Important Questions Chapter 4 – Globalisation and Indian Economy 

 
3 Mark Questions 
1. What do you mean by Globalization? What are the effects of globalization in India? 
Ans. Globalization is the integration or interconnection between the countries through trade and foreign 

investments by multinational corporations (MNCs). 
Positive impacts:- 

1) Greater choice and improved quality of goods at competitive price and hence raises standard of living. 
2) MNCs have increased investments in India. 
3) Top Indian companies emerged as multinationals. 
4) Created new opportunities for companies providing services like IT sector. 
5) Collaborations with foreign companies help a lot to domestic entrepreneurs. 
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Negative impacts:- 
1) Indian Economy faced the problem of brain drain. 
2) Globalization has failed to mark its impact on unemployment and poverty. 
3) Cut in farm subsidies. 
4) Closure of small industries. 

 
2. What is WTO? What are the aims of WTO? What are the drawbacks of WTO? 
Ans. WTO is World trade organization. It is an organization which is in favour of increasing the world trade through 

globalization. 
The aims of WTO are: 

(i) To liberalise international trade by allowing free trade for all. 
(ii) To promote international trade among the countries of the world in an open uniform and nondiscriminatory 
manner. 
(iii) Removal of both the import and export restrictions. 

The drawbacks of WTO are: 
1) WTO is dominated by the developed country 
2) WTO is used by developed countries to support globalization in areas that are not directly related to trade. 
3) Though WTO is supposed to allow free trade for all, in practice, it is seen that the developed countries have 
unfairly retained trade barriers. 

 
3. What are MNCs? How the MNCs functions? What are the main guiding factors of MNCs? 
Ans. MNCs are Multinational corporations. It is a company that owns or controls production in more than one 

Nation. MNCs set up offices and factories for production in region where they can get cheap labour and other 
resources, closer to the markets. This is done to reduce the cost of production and the MNCs can earn greater 
profits. MNCs not only sell its finished products globally but also the goods and services are produced globally. 
The production process is divided into small parts and spread across the globe. 

The main guiding factors of MNCs are: 
(i) Cheap production 
(ii) Closeness of production unit to the markets. 
(iii) Favourable government policies. 

 
4. What are the ways through which MNCs spread their production and interact with local producers? 
Ans. There are a variety of ways in which MNCs spread their production and interact with local producers in various 

countries across the globe. 
(i) Setting up partnerships with local companies, 
(ii) Using the local companies for supplies 
(iii) Closely competing with the local companies or buying them up, 
(iv) MNCs are exerting a strong influence on production at these distant locations so that they couldproduce at 
cheapest price and earn profit. 

 
5. How does the rise of the Multinational Companies affect the poor workers? Explain. 
Ans. 1. Their jobs are no longer secure. 

2. Many workers lost their jobs. 
3. Their wages and remunerations are very low. 
4. They have to put in very long working hours very rigid. 

 
6. Give some factors on the bases of which MNCs set up production units in the developing countries? 
Ans. MNCs set up production on the basis of following factors: 

1. Closeness of the place to the markets. 
2. Availability of skilled and unskilled labour at low costs. 
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3. Availability of other factors of production i.e., raw material, energy etc. 
4. Government’s favourable policies. 

 
7. Name any five Indian companies which have emerged as Multinational Companies due to globalisation and 

name the products in which they deals? 
Ans.  1. Tata Motors in automobiles 

2. Ranbaxy in Medicine 
3. Asian Paints in Paints 
4. Infosys in information technology 
5. Sundaram Fasteners in nuts and bolts 

 
8. Explain any three social values which are promoted by Globalisation? 
Ans. 1.Globalisation is this process of rapid integration or interconnection between countries. Globalisation 

promotes world brotherhood among the citizens of the different countries. 
2. It promotes equality among people and different countries of the world by promoting economic opportunities. 
3. Globalisation encourages unity and integration among the people. 
4. Globalisation helps in the promotion of cultural exchange. 

 
9. Explain the different ways by which Multinational Corporations manage to keep the cost of production of their 

goods low? 
Ans.  1. MNCs setup production units in those countries where labour is available at cheaper rate and has large 

market to sell their products. 
2. MNCs setup production units jointly with some of the local companies of the countries. 
3. MNCs buy up local companies and then expand production. 
4. Maximum MNCs place orders for production to small producers and sell them under their own brand name. 

 
10. Explain any two factors which enable globalisation in India? 
Ans. 1. Liberalization and removal of trade barriers by the Indian Government facilitate globalization. This enables 

MNCs to come and invest in India. 
2. Advancement in Transportation facilities made the faster delivery of goods across long distances possible at 

cheap costs. 
3. Advancement in Information and Technology played a major role in spreading out production of services across 

the countries. Telecommunication facilities are used to contact one another around the world to access 
information instantly and to communicate from remote areas. Computers have now entered almost every field. 
So as the internet is available at reasonable rates. 

 
11. Can you suggest some ways to make globalisation ‘Fair’ in India? 
Ans. 1. Efforts by the Government: The government can play a major role in making this possible. Its policies must 

protect the interests of all the sections of society. For example Government can ensure that labour laws are 
properly implemented and workers get their rights. 

2. Efforts by the People: People can also play an important role in the struggle for fair globalisation. Massive 
campaigns and representation by the people’s organizations can influence the important decisions related to 
trade and foreign investment. 

 
12. How use of containers has helped much greater volumes of goods being transported by airlines? 
Ans. Yes, the use of containers has helped much greater volumes of goods being transported by airlines.Goods are 

placed in containers that can be loaded intact into planes. Containers have led to huge reduction in port 
handling costs and increased the speed with which exports can reach markets. Similarly, the cost of air transport 
has fallen. This has enabled much greater volumes of goods being transported by airlines. Airlines are the fastest 
mean of transportation. 
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13. Explain any three factors which are responsible of globalisation in India. 
Ans. 1. Advancement in Information and Technology played a major role in spreading out production of services 

across the countries. Telecommunication facilities are used to contact one another around the world to access 
information instantly and to communicate from remote areas. Computers have now entered almost every field. 
So as the internet is available at reasonable rates 

2. Liberalization and removal of trade barriers by the Indian Government facilitate globalization. This enables MNCs 
to come and invest in India. 

3. Advancement in Transportation facilities made the faster delivery of goods across long distances possible at 
cheap costs. 

 
14. How far is it correct to say that globalisation and greater competition among producers both local and foreign 

producers has been of advantage to consumers? 
Ans. 1. Globalisation and greater competition among producers both local and foreign producers has been of 

advantage to consumers particularly the well-off sections in the urban areas. 
2. There is greater choice before the consumers who now enjoy improved quality of lower prices for several 

products. 
3. As a result, these people enjoy much higher standards of living than was possible earlier. 

 
15. Highlight any three disadvantages of Multinational Corporations. 
Ans. 1. Due to globalisation several manufacturing units have shut down. Batteries, capacitors, plastic, toys, tyres, 

dairy products and vegetable oils are some examples of industries. 
2. Due to shutting down of industrial units many workers become jobless. Workers’ jobs are no longer secure. 
3. Globalisation and the pressure of competition have substantially changed the lives of workers. 

 
16. What do you understand by liberalization of foreign trade? Give any two benefits of adopting liberalization of 

trade and investment policies. 
Ans. Liberalization: Liberalization of foreign trade means the removal of trade barriers or restrictions set by the 

government to attract foreign investment. Following are the benefits of adopting liberalization of trade and 
investment policies: 

1. With liberalization of trade businesses are allowed to make decisions freely about what they wish to import or 
export. 

2. Foreign companies could set up factories and offices in other countries. 

 
17. What do you think can be done so that trade between countries is become fair? 
Ans. The following steps should be taken to make trade between countries more fair: 
1. There should be uniform rules and regulations made by WTO. 
2. The interests of the developing countries should be protected. 
3. There should be no trade barriers except in the interests of the developing countries. 

 
18. Explain the way by which government regulate the foreign trade. 
Ans. 1. Tax on imports is an example of trade barriers. 
2. It is called trade barriers because some restrictions have been setup. 
3. Government can use trade barriers to increase or decrease (regulate) foreign trade and to decide what kinds of 

goods and how much of each, should come into the country. 

 
19. How do the MNCs help in the growth of local Companies? 
Ans. 1. MNCs are spreading their production and interacting with local producers in various countries across the 

globe. 
2. By setting p partnerships with local companies. 
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3. By using the local companies for supply. 
4. By closely competing with local companies or buying them. 

 
20. Can list any three different ways by which foreign trade results in connecting the markets or integration of 

markets in different countries? 
Ans. 1. Foreign trade creates an opportunity for the producers to reach beyond the domestic markets, i.e., markets 

of their own countries. 
2. Producers can sell their produce not only in markets located within the country but can also compete in markets 

located in other countries. 
3. For the buyers, import of goods produced in another country is one way of expanding the choice of goods beyond 

what is domestically produced. 

 
21. Why did ford Motors Company want to develop ford India as a component supplying bases for its other plants 

across the globe? Explain. 
Ans.  1. Because there is great demand of Ford cars in the Indian market. By the year 2004 Ford Motors was selling 

27000 cars in Indian market. 
2. The availability of cheap labour, raw material and energy are the major reasons to develop Ford India as a 

component supplying base. 
3. The location of India on the head of Indian Ocean helps Ford Motors to export their products to South Africa, 

Mexico and Brazil. 

 
22. Explain with an example the major route by which MNCs set up their business units in Developing countries? 
Ans. The most common route for MNCs investments is to buy up local companies and then to expand production. 

MNCs with huge wealth can quite easily do so. 
Example: Cargill Foods, a very large American MNC, has bought over smaller Indian companies such as Parakh 

Foods. Parakh Foods had built a large marketing network in various parts of India, where its brand was well 
reputed. Also Parakh Foods had four oil refineries, whose control has now shifted to Cargill. Cargill is now the 
largest producer of edible oil in India, with a capacity to make 5 million pouches daily. 

 
23. How would you explain that the globalisation give opportunity to the producers to reach up to the buyers of 

the World? 
Ans. 1. Globalization creates opportunity for the producers to reach beyond the domestic market, i.e., markets of 

their own their countries. 
2. Producers can sell their produce not only n markets located within the country but can also compete in markets 

located in other countries of the world. 
3. Producers are able to get advance technology and foreign investment through investment. 

 
24. Name the products in which ‘Sundaram Fasteners’ a MNC deals. Why do you call ‘Sundaram fastener’s a 

MNC? 
Ans. 1. Sundaram Fasteners’ a MNC and it deals in Nuts and Bolts. 
2. This company has huge capital. 
3. This company has huge network of trade. 
4.This company is spreading their operation worldwide. 

 
25. Explain the meaning of fair globalisation. Why there is a need to make globalisation fair? Explain. 
Ans. Globalisation is the process of rapid integration or interconnection between countries. MNCs are playing a 

major role in globalisation process. More and more goods and services, investments and technology are moving 
between countries. 

1. Fair globalisation would create opportunities for all and also ensure that the benefits of globalisation are shared 
better. 
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2. Fair globalisation must protect the interests not only of the rich and powerful, but all the people in the country. 

 
26. What can be done by government so that the workers can get a fair share of benefits brought by 

globalisation? 
Ans. 1. The government can play a major role in making this possible. Its policies must protect the interests not only 

of the rich and powerful, but all the people in the country 
2. The government can ensure that labour laws are properly implemented and the workers get their rights. 
3. Government can negotiate at the WTO for fairer labour laws. 

 
27. Explain the way which is by the Indian garment exporters to cut down the cost of production to compete in 

the global market? 
Ans. 1. The Indian garment exporters try hard to cut their own costs. As costs of raw materials cannot be reduced, 

exporters try to cut labour costs to compete in the global market. 
2. Where earlier a factory used to employ workers on a permanent basis, now they employ workers only on a 

temporary basis so that they do not have to pay workers for whole year. 
3. Workers also have to put in very long working hours and work night shifts on a regular basis during the peak 

season. 
4. Wages are low and workers are forced to work overtime to make both ends meet. 

 
28. Can you elaborate the effects of government’s decision on the small production unit of Ravi? 
Ans. 1. Ravi had started his own company producing capacitors in 1992. Within three years he was able to expand 

production and had 20 workers working under him. 
2. His struggle to run his company started when the government removed restrictions on import on capacitors as 

per its agreement at WTO in 2001. 
3. Now his main clients start buying capacitors from MNCs because companies are selling capacitors at very low 

price. 
4. Ravi Now produces less than half the capacitors that he produced in the year 2000 and has only seven workers 

working for him. 

 
29. In what three ways has liberalization of trade and investment policies helped the globalisation process? 
Ans. 1. With liberalization of trade, industrialists are allowed to make decisions freely about what they wish to 

import and export. 
2. Goods now be imported and exported easily. 
3. Companies can set their manufacturing units any other country of the world. 
4. The process of foreign trade and investment has been increased by the MNCs. 
5. Domestic companies are free to compete with producers around the world. 

 
30. What are SEZs? Explain the facilities which SEZs have? 
Ans. 1. The central and state governments in India are taking special steps to attract foreign companies to invest in 

India. Industrial Zones called special economic Zones are being set up. 
2. SEZs are to have world class facilities: electricity, water, roads, transports, and storage, recreational and 

educational facilities. 
3. Companies who set up production units in the SEZs do not have to pay taxes for an initial period of five years. 

 
31. Why the MNCs are interested to set up their manufacturing units in developing countries 
Ans. 1. MNCs set up production where it is close to the markets, where there is skilled and unskilled labour available 

at low costs. 
2. In developing countries labour laws are not properly followed and the labour is available at very low cost in these 

countries. 
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3. In developing countries the availability of other factors of production is assured. Raw material is also available at 
low price. 

4. MNCs look for government policies that look for their interests. The governments of developing countries need 
the help of MNCs to set up industries in their countries. That’s why that government makes policies according to 
the interests of MNCs. 

 
32. Mention the reasons that forced Indian Government for putting barriers to foreign trade and foreign 

investment just after independence? 
Ans. Following are the reasons that forced the Indian Government for putting Barriers: 
1. To protect producers within the country from foreign competition. 
2. To save our freedom from Neo Colonialism. 
3.To regulate foreign Trade. 
4. To decide what kind of goods and how much of each should come into country. 

 
33. Suggest any three ways by which globalization can be made fairer so that it benefits all people. 
Ans. 1. Government can ensure that labour laws should be properly implemented and the workers get their rights. 
2. It can support small producers to improve their performance till the time they become strong enough to compete. 
3. People can play an important role in the struggle for fair globalisation through massive struggle and movements. 
4. Government can put pressure on WTO to make policies fairer. 

 
34. Why did the Government of India change the old economic policy in 1991? 
Ans. Following are the reasons. 
1. The time had come for the Indian producers to compete with producers around the globe as competition would 

improve performance. 
2. Powerful international organizations like WTO and World Bank forced the government to take this step. 
3. Liberalization was adapted to encouraged free movement of goods, services and manpower across countries 
 
CBSE Class 10 Economics Important Questions Chapter 4 – Globalisation and Indian Economy 

 
5 Mark Questions 
1. How would flexibility in labour laws help Multinational Companies? 
Ans. 1. In the absence of strict laws most of the companies employ workers on temporary bases so that they do not 

have to pay workers for the whole year. 
2. Workers also have to put in very long working hours and work night shifts on a regular basis during the peak 

seasons. 
3. Wages are low and workers are forced to work overtime to make both ends meet. 
4. To earn huge profits employers try to cut the labour cost by different ways. 
5. Thus in the absence of labour laws, companies exploit the workers. 
6. Flexibility in labour laws have helped the companies to increase their income granted by not paying reasonable 

wages and other benefits such as provident fund insurance etc. 

 
2. Why did the Government of India remove trade barriers? Explain the reasons. 
Ans. 1. The government of India decided that the Time had come for Indian traders to compete with the producers 

and manufacturers of the world. 
2. Government felt that competition would improve the performance of producers. 
3. The decision to remove trade barriers was supported by powerful international organizations like World Bank, 

World Trade Organization and International Monetary fund. 
4. Businessmen are allowed to take decisions freely about their imports and exports. In this way Government 

decentralized the power to the businessmen. 
5. Advance technology and Foreign Investment is required for the development of country. 
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3. “Be careful! That’s our world you are playing with! Some day you’ll have to pay a price!” How would you 

prioritize the facts behind this warning? 
Ans. 1. This indicates that Globalisation is a process of earning huge profit by the MNCs. The main motive the MNCs 

to earn huge profit. To achieve this motive, these MNCs exploit the resources of earth without caring 
environment. 

2. MNCs put pressure on the governments of the developing countries to mend their policies according to them. 
3. Some critics said globalisation is a form of neo-colonialism. 
4. The manufacturing units of the MNCs are the major cause of spreading pollution in the environment. 
5. Globalisation widens the gap between rich and poor. 
One day all the effects of globalisation bring disaster in the world. The people of the whole world will suffer from 

it. 

 
4. Can you illustrate the features of the New Economic policy introduced in 1991? 
Ans. 1. Liberalized policy towards foreign trade and foreign investment. 
2. Introduction of foreign capital investment 
3. Removal of trade barriers. 
4. Reduction in the role of Public sector 
5. Promotion to private sector 
6.Reforms in the financial sector. 
7. Liberalization of import licensing. 
8. Freedom is given to the MNCs to set up there industrial units. 

 
5. Why is it important for Government to focus on the protection of unemployed and those who are working in 

unorganized sector? 
Ans. Due to following factors it is important for Government to focus on the protection of unemployed and those 

who are working in unorganized sector. 
1. Government has to ensure equality among rich and poor citizens of the countries. 
2. Citizens are the important assets of the countries so it is the duty of government to take care of its citizens. 
3. Unemployment will cause anarchy in the country. 
4. Massive campaigns and representation by people’s organization have influenced the government. 
5. For the welfare of labour and those who are working in unorganized sector, Government has made labour laws so 

it is the duty of government to follow that laws. 

 
6. Explain the factors which facilitate Globalisation. 
Ans. 1. Rapid improvement in Technology. 
2. Liberalization of trade and investment policies. 
3. Pressure from international organizations like WTO and World Bank. 
4. Improvement of transport facilities. 
5. Improvement in communication facilities. 
6. Dependence of Developing countries upon Developed Countries 

 
7. How has Information and Communication Technology played a big role in bringing the whole world close to 

each other? 
Ans. 1. In recent times technology in the areas of telecommunications, computers, and internet has been changing 

rapidly. 
2. Telegraph, telephone, internet, mobile phone and fax are used to contact one another around the world, to 

access information instantly and to communication from remote areas. 
3. This has been facilitated by satellite communication devices. 
4. Through internet information can be shared and obtained, anytime and anywhere. 
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Internet also allows us to send instant electronic mail and talk across the world at negligible costs. 

 
8. In what ways the globalisation affected the life of Sushila? 
Ans. 1. Sushila has spent many years as a worker in garment export industry in Delhi. She was employed as a 

permanent worker entitled to health insurance, provident fund, over time at durable rate. 
2. In 1990 her factory was closed due to the introduction of new economy policy which was introduced by the Indian 

Government. She becomes unemployed. 
3. After searching a job for six months, she finally got a job 30 km away from her home. 
4. Even working in this factory for several years, she is a temporary worker and earns less than half of what she was 

earning earlier. 
5. She leaves her house every morning, seven days a week at 7:30 a.m. and returns at 10 p.m. A day off from work 

means no wage. 
6.She has none of the benefits she used to get earlier. 

 
9. Explain the factors which facilitated the Globalisation? 
Ans. 1. Rapid improvement in technology has been one major factor that has enabled the globalisation process. 
2. Improvement in information technology has played a major role in spreading out production of services across 

countries. Telecommunication facilities are used to contact one another around the world to access information 
instantly and to communicate from remote areas. 

3. Improvement in transportation has made possible much faster delivery of goods across long distances at low cost. 
4. Due to the pressure of WTO many developing countries have removed many of the trade barriers to foreign trade 

and investment and thus promoted and facilitate the globalisation. 
5. Multilateral trade agreement has promoted foreign trade and free flow of investments. 

 
10. “WTO is not making rules fairly” Explain the term with an example. 
Ans.  1. To regulate World Trade Organisation is one such organization whose aim is to liberalize international trade. 
2. WTO is supposed to allow free trade for all, in practice, it is seen that the developed countries have unfairly 

retained trade barriers. 
3.On the other hand WTO rules have forced the developing countries to remove trade barriers and subside. 
4. For Example: The farmers of US receive massive sums of money from the US government for production and foe 

exports to other countries. Due to this massive money US farmers can sell the farm products at abnormally low 
prices. Developed countries have reduced trade barriers as per WTO but the governments of developed 
countries have ignored the rules of WTO. 

 
CBSE Class 10 Economics Important Questions Chapter 5 – Consumer Rights 

 
1 Mark Questions 
1. A consumer 
(i) Sells goods and services 
(ii) Buy goods and services 
(iii) Produces goods and services 
(iv) Delivers goods and services 
Ans. (ii) Buy goods and services 

 
2. Adulteration is 
(i) Selling defective items 
(ii) Overpricing 
(iii) Underweight measurement 
(iv) Mixing cheap materials 
Ans. (iv) Mixing cheap materials 
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3. Causes of consumer exploitation 
(i) Right to Information 
(ii) Proper Supply 
(iii) Low literacy 
(iv) High literacy 
Ans. (iii) Low literacy 

 
4. Which is not a function of PDS 
(i) Control Hoarding 
(ii) Control Prices 
(iii) Control over charging 
(iv) Consumer Redressal 
Ans. iv) Consumer Redressal 

 
5. COPRA stands for 
(i) Consumer Protection Act 
(ii) Consumer Prevention Act 
(iii) Consumer Police Act 
(iv) Consumer Power Act 
Ans. (i) Consumer Protection Act 

 
6. Pick odd one out 
(i) Right to information 
(ii) Right to choice 
(iii) Right to adulteration 
(iv) Right to redressal 
Ans. (iii) Right to adulteration 

 
7. Pick odd one out 
(i) Right to safety 
(ii) Right to life 
(iii) Right to consumer education 
(iv) Right to representation 
Ans. (ii) Right to life 

 
8. National Consumer Day is celebrated in India 
(i) 24 December 
(ii) 25 December 
(iii) 26 December 
(iv) 27 December 
Ans. (i) 24 December 

 
9. COPRA does not propose formation of 
(i) National Consumer Court 
(ii) State Consumer Court 
(iii) District Consumer Court 
(iv) High Court 
Ans. iv) High Court 
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10. ISO stands for 
(i) International Standard Organization 
(ii) International Organization for Standardization 
(iii) International School Organization 
(iv) International Standardization 
Ans. (ii) International Organization for Standardization 

 
11. For which products it is mandatory on the part of the producers to get certified by the standardized 

organizations? 
Ans. Products that affected the health and safety of consumers or of products of mass consumption like LPG 

cylinders, food colors, and additives, cement, packaged drinking water. 

 
12. Which institution gives ISI marks? 
Ans. Bureau of Indian Standards 

 
13. What is Central Level Consumer Courts? 
Ans. These are courts which settle Consumer disputes. Central level Consumer Courts deals with the cases involving 

claims exceeding Rs 1 crore. 

 
14. What is the Toll free national consumer helpline Number? 
Ans. 1800-11-4000 

 
15. Which mark is maintained for standardization of Jewellery? 
Ans. Hallmark 

 
16. In which year and whom the COPRA Enacted? 
Ans. 1986, and by central government 

 
17. What is State Level Consumer Courts? 
Ans. These are courts which settle Consumer disputes. State level Consumer Courts deals with the cases involving 

claims up to Rs 20 lakhs to Rs 1 crore. 

 
18. Name the Agency that develops standards for goods and services? 
Ans. Bureau of Indian Standards 

 
19. What is Bureau of Indian Standards? 
Ans. It is the agency that develops standards for goods and services. 

 
20. What is District Level Consumer Courts? 
Ans. These are courts which settle Consumer disputes at District level consumer Courts deals with the cases 

involving claims up to Rs 20 lakhs. 

 
21. Under which Right a person will file a complaint against seller if he gets an electric shock from a newly 

purchased refrigerator? 
Ans. Right to Safety 

 
22. Which consumer’s right enables consumers to go in the consumers courts? 
Ans. The Right to Represent 
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23. Which right of the consumer is violated if a seller is not allowing the consumer to assess the variety of goods 
and services? 

Ans. Right to choose 

 
24. Which right of the consumer is violated if seller is not providing full information about the product? 
Ans. Right to inform 

 
25. Which act was enacted by the Government of India in October 2005? 
Ans. The Right to Information Act 

 
26. Which consumer’s right enables consumers to go in the consumers courts? 
Ans. The Right to Represent 

 
27. Which right of the consumer is violated if the consumers are not allowed to get their claims settled against the 

manufacturers in case they are cheated or exploited? 
Ans. The right to seek redressal 

 
28. What is AGMARK? 
Ans. Agmark is Quality Certification logo for edible oil and cereals 

 
29. Why India has been observing 24th December as the national Consumer’s Day? 
Ans. It was on this day that the Indian Parliament enacted the consumers Protection Act in 1986. 

 
30. What is ISO? 
Ans. ISO stands for International Organisation for standardization certifies that standards of products at the 

international level. 

 
31. Why COPRA is enacted in India? 
Ans. Consumer Protection Act 1986 (COPRA) is enacted in India with following motives: 

(i) To pressurize business firms. 
(ii) To correct unfair business conduct. 
(iii) To protect the interests of the consumers. 

 
32. What do you understand by consumer protection? 
Ans. By consumer protection we mean the protection of the consumers against the unfair and malpractices adopted 

by the businessmen. These may be grouped mainly into two categories. 
(i) Government measures 
(ii) Voluntary measures 

 
33. How do the logos ISI, Agmark or Hallmark help consumers? 
Ans. These logos and certification help consumers get assured of quality while purchasing goods and services. The 

organizations that monitor and issue the certificates allow the producers to use these logos provided they follow 
certain quality standards. 

 
34. What is adulteration? 
Ans. When some foreign matter, injurious to health, is mixed with any good or natural production, it is called 

adulteration. This is the most heinous crime against humanity. 

 
35. Mention a few Organizations that provide certification of standardization in India. What do you mean by ISO? 
Ans. (i) BIS and ISI (ii) AGMARK (iii) HALLMARK 
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It means International Organization for Standardization which has its headquarter at Geneva. It does the 
Standardization work at the international level. 

 
36. What is the need for consumer awareness? 
Ans. The need for consumer awareness was felt because both the manufacturers and traders can go to any extent 

out of their selfishness. They can charge high prices, and resort to underweight and under measurement 
methods. Their lust for money may lead to loss of money and health of consumers. 

 
CBSE Class 10 Economics Important Questions Chapter 5 – Consumer Rights 

 
3 Mark Questions 
1. What are the different forms of consumer exploitation? 
Ans. The different forms of consumer exploitation are: 
(i) Less weigh. 
(ii) Defective goods. 
(iii) Provide poor services. 
(iv) Impure quality of products/goods. 
(v) High prices: sellers usually charge a price higher than theprescribed retail price. 
(vi) Duplicate Articles. 
(vii) False or incomplete information, misleading consumers. 
(viii) Lack of safety devices which cause harm to the consumers. 
(ix) Adulteration: Mixing or substituting undesirable materials in food items etc. 
(x) Unsatisfactory after sale service: supplies do not provide satisfactory behavior. 
(xi) Large companies with huge wealth, power and reach can manipulate in the market. 

 
2. What are the factors responsible for the consumer exploitation? 
Ans. The following factors are responsible for the consumer exploitation: 
(i) Limited information – For a correct decision and choice about a product, a consumer needs full informationabout 

the price, quality, durability, composition, etc of the Product. In the absence of full and correct information, a 
consumer may get exploited. 

(ii) Limited supplies- when the supply of goods is less than their demand, the prices may go high and may also 
encourage the tendency of hoarding. As a consequence, consumers will get exploited. 

(iii) Limited competition-when there is limited competition with regard to production i.e., when producers are few 
and can control and restrict the supply of a product there is a possibility of manipulation in prices. 

(iv) Low literacy-Illiteracy causes ignorance, which leads to exploitation of consumers. The level of awareness in our 
country is generally low. 

 
3. What are consumer protection councils? 
OR 
What are consumer forums? 
Ans. These are voluntary organizations locally known as consumer forums or consumer protection councils. The 

main activities of the consumer forums or consumer protection councils are: 
(i) They guide consumers on how to file cases in the consumer court. 
(ii) They may represent individual consumers in the consumer courts. 
(iii) They create awareness among the people. 
These voluntary organizations receive financial support from the government for the above purposes. 

 
4. What legal measures were taken by the government to empower the consumers in India? 
Ans. Following are some legal measures taken by the government to empower the consumers in India. 
1.Consumer Protection Act popularly known as COPRA was enacted in 1986. 
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2. India has been observing 24th December as national Consumer Day. 
3. In October 2005, the Government of India enacted a law, popularly known as RTI (Right to Information) Act, which 

ensures its citizens all the information about the functioning of Government Departments. 

 
5. Highlight the role of media in spreading awareness among consumers. 
Ans. Lenders asked for collateral while lending money to the borrowers due to the following reasons: 
1. The mass media plays an important role in consumer awareness regarding their rights. 
2. Both print and electronic media highlights the issues of consumer exploitation and bring them in the notice of 

people and the government. 
3. Media help the people to express their views. 
4. Many consumer activities and organizations write articles in the print media and participate in the interview and 

debate in the electronic media and highlight the malpractices in the market. 

 
6. Where can a consumer go to get justice against unfair trade practices? Explain. 
Ans. The Consumer Protection Act, 1986 is popularly known COPRA. Under COPRA, three tire quasi-judicial 

machinery at district; state and national level was set up for the redressal of consumer disputes. 
1. The district level courts deal with cases of claims up to Rs 20 lakhs. 
2. The State level courts deal with cases of claim between to Rs 20 lakhs to Rs 1 crore. 
3. The National level courts deal with cases of claims more than Rs 1 crore. 

 
7. Highlight the values which may really make a consumer more alert and wide awake in the market. 
Ans.  1. Self Awareness: Consumer should know about their rights and duties. They have to purchase standardized 

products. 
2. Organization: The main reason for the exploitation of consumers is that, they are not united. They have to make 

consumer forums and consumer councils. 
3. Voluntary Participation: Consumer movements require a voluntary effort and struggle involving the participation 

of one and all. There is always scope for consumers to realize their duties and responsibilities. 
4. Responsibility: It means that taking care of one’s duties. One should be responsible while purchasing any product 

from the market. 

 
8. How do logos and certification on cover help the consumers to buy standardized products? 
Ans. 1. The logos and certification on cover help consumers get assured the quality while purchasing the goods and 

services because these are issued by the government organizations. 
2. The organizations that monitor and issue these certificates allow producers to use their logos provided they 

follow certain quality standards. 
3. For some products that affect the health and safety of consumers or of products of mass consumption like LPG 

cylinders, food colours and additives, cement packaged drinking water, it is mandatory on the part of the 
producers to get goods certified by government organizations. 

 
9. Explain with an example how one can exercise the ‘Right to Choose’. 
Ans. Consumer who receives a service in whatever capacity, regardless of age, gender and nature of service, has the 

right to choose whether to continue to receive the service. 
1. Consumer has right to choose goods and services. 
2. Consumers are not forced to buy things that he may not wish to buy. 
3. Example: Suppose you want to buy toothpaste, and the shopkeeper says that she can sell the toothpaste only if 

you buy a tooth brush. If you are not interested in buying the brush your right to choice is denied. 

 
10. The consumer Protection council Act 1986 ensures Six consumer rights to consumers. Read the following 

statement and find out the consumer right according to which Johan will get justice from the court. Explain. 
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“Johan is dissatisfied with the service provided by MTNL for past few months. He files a case in the District Level 
Consumer Forum”. 

Ans. 1. Consumers have Right to Seek Redressal against unfair trade practices and exploitation. 
2. If any damage is done to a consumer she has right to get compensation depending on the degree of damage. 

 
11. In what ways are locally formed consumer protection councils helpful in seeking redressal against unfair trade 

practices and exploitation? 
Ans. The locally formed consumer protection councils helpful in seeking redressal against unfair trade practices and 

exploitation in the following ways: 
1. Consumer forums or consumer Protection councils guide consumers on how to filecase in the different consumer 

courts. 
2. Come times they represent individual consumers in consumer courts. 
3. Consumer forums and councils create awareness among the people about their rights. 
4. Consumer forums and councils get financial help from the government for spreading information. 

 
12. For some products like LPG cylinders, food colours and additives, cement packaged drinking water, it is 

mandatory on the part of the producers to get goods certified by government organization. 
1. Why it is mandatory to get the above mentioned products should be certified by the government?What values 

do you learn from the above paragraph? 
Ans. For some products like LPG cylinders, food colours and additives, cement packaged drinking water, it is 

mandatory on the part of the producers to get goods certified by government organization because the affect 
the health and safety of the consumes. Producers need to strictly follow the required safety rules and 
regulations prescribed by the government authorities. 

Following are the values: 
1. Self Awareness: Be an aware consumer. Read what is written on the label and check the seal. 
Responsibility: It means taking care of one’s duties. We should be responsible while purchasing any product from 

the market. 

 
13. Mention any three limitations of consumer awareness? 
Ans. 1. The consumer redressal process is becoming cumbersome, expensive and time consuming. 
2. The consumer cases require time for filing and attending to the court proceedings, etc. Many times consumers are 

required to engage lawyers. 
3. The existing laws also are not very clear on the issue of compensation to consumers injured by defective products. 
4. After more than 25 years of enactment of COPRA, consumer awareness in India is spreading but slowly. 

 
14. Mention any three social values which will solve the problem of consumer exploitation and malpractices 

which take place in the market. 
Ans. 1. Self Awareness: Consumer should know about their rights and duties. They have to purchase standardized 

products. 
2. Organization: The main reason for the exploitation of consumers is that, they are not united. They have to make 

consumer forums and consumer councils. 
3. Voluntary Participation: Consumer movements require a voluntary effort and struggle involving the participation 

of one and all. There is always scope for consumers to realize their duties and responsibilities. 

 
15. Highlight any three duties of consumers. 
Ans. 1. Consumer should purchase quality and standardized products. 
2. He should check the ISI, AGMARK and HALLMARK while purchasing anything. 
3. Consumer should ask for the cash memo for the item purchased. 
4. Consumer should know his rights and duties. 
5. Consumer should make complaint for genuine grievance. 
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16. Explain the different functions of Consumer Protection Councils. 
Ans. 1. The consumer movement in India has led to the formation of various organizations locally known as 

consumer forums or consumer councils. 
2. They guide consumers on how to file cases in the consumer courts. 
3. On many occasions, they also represent individual consumers in the consumer courts. 
4. These voluntary organizations also receive financial support from the government for creating awareness among 

people. 

 
17. The consumer Protection council Act 1986 ensures Six consumer rights to consumers. Read the following 

statement and find out the consumer right according to which he will get justice. Explain it also. 
“Lata got an electric shock from a newly purchased iron. She complained to the shopkeeper immediately”. 
Ans. The right is Right to Safety. 
1. While using many goods and services, we as consumers, have the right to be protected against the marketing of 

goods and delivery of services that are hazardous to life and property. 
2. Producers need to strictly follow the required safety rules and regulations. There are many goods and services 

that we purchase that require special attention to safety. 
3. For example pressure cookers have a safety valve which, if it is defective, can cause a serious accident. The 

manufacturer of the safety valve has to ensure high quality. 

 
18. Can you identify the different reasons for the rise of prices in India? 
Ans. 1. Sometimes the prices of raw material increases according the price of consumer good also increase due to 

the rise of cost of production. 
2. Increase in demand also led to rise in prices. 
3. Hoarding by producers is also responsible for rise in prices. 
4. Imposition of direct taxes is also responsible of rise in prices. 

 
19. Why are rules and regulations required in the market place? 
Ans. 1. The consumers are exploited by the shopkeepers and traders in different ways such as less weight or 

measurement, more prices, adulteration and defective goods. 
2. In case of a complaint regarding a good or services, the shopkeeper or trader tries to avoid any responsibility. The 

seller tries to shift all the responsibility onto the buyer as if the seller has no responsibility once a sale is 
completed. 

3. Sometimes producers are few powerful while the consumers purchase in small amounts and scattered. 
To save the consumers from such type of exploitation rules and regulations are required in the market place. 

 
20. What is the rationale behind the enactment of consumer Protection Act, 1986? 
Ans. The efforts of consumer movements succeeded in bringing pressure on business firms as well as government to 

correct business conduct which may be unfair and against the interests of consumers at large. The Rational 
behind the enactment of Consumer Protection Act 1986 was to protect the interests of the consumers because 
there are no legal formalities for filing the complaint against the seller. 

1. The enactment of COPRA has led to the setting up of separate departments of consumer affairs in central and 
state governments. 

2. Consumer dispute redressal agencies were set up at district, state and national level. 

 
21. What should producers pledge to overcome the situations of consumer exploitation? 
Ans. 1. Producers need to strictly follow the required safety rules and regulations. There are many goods and 

services that we purchase that required special attention to safety. 
2. Producers should give certain detail about ingredients used, price, batch number, and date of manufacture, expiry 

date and the address of manufacturing unit. 
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3. Producers should not force the consumers to buy the things that they are not interested to buy. 

 
22. How far it is correct to say that the RTI Act changed the life of Amritha? Justify the statement with suitable 

argument. 
Ans. Amritha, an engineering graduate after submitting all the certificates and attending the interview for the job in 

government department, did not receive any news of the result. The officials also refused to comply with her 
queries. She therefore filed an application using the RTI Act saying that bit was her right to know the result in a 
reasonable time so that she could plan her future; she soon got her call letter for appointment. 

 
23. Write some catchy captions used by manufactures to attract the consumers? 
Ans. 1. Buy one get one. 
2. 15 gm more in every 500 gm pack. 
3. Scratch and win gift worth Rs 10 Lakhs. 
4. Win a gold coin inside the pack. 
5. A milk chocolate inside a 500 gm glucose box. 

 
24. Give two arguments in favour of regulating the price in India. 
Ans. Yes, there is a need of regulating prices in India. 
A. Traders sometime raise the prices to earn more profit. 
B. Such types of traders earn huge profit by exploiting the innocent poor consumers. 
C. When the traders charge high prices on the sale of essential products like milk, 
Wheat, rice and clothes than the situation become very miserable. 
Above discussed reasons necessitates the need for regulation of traders and keeping a close watch on them by the 

government. 

 
25. “A consumer has the right to get compensation depending on the degree of the damage”. Support this 

statement with an example. 
Ans. A consumer has the right to seek redressal against unfair trade practices and exploitation. If any damage is 

done to a consumer, she has the right to get compensation depending on the degree of damage. 
Example: Ram purchases some medicine for which the manufacture claims that there is no side-effect. After taking 

this medicine he faces serious skin problem in the form of rashes and itching. Ram files a case in the district level 
consumer court at his place and at last he gets Rs 30,000 as compensation based on the degree of damage. 

 
26. Highlight the rise of consumer movement in India since 1960s. 
Ans. In India the consumer movement as a social force originated with the necessity of protecting and promoting 

the interest of consumers against unethical unfair practices. Rampant food shortages, hoarding, black, 
marketing, adulteration of food and edible oil gave birth to the consumer movement in an organized form in the 
1960s. Till the 1970s, consumer organizations were largely engaged in writing articles and holding exhibitions. 
They formed consumer groups to look into the malpractices in ration shops and overcrowding in the road 
passenger transport. More recently, India witnessed an upsurge in the number of consumer groups. 

 
27. Elaborate the views of Mahatma Gandhi regarding a Customer. 
Ans. According to Mahatma Gandhi a customer is a: 
1. A customer is the most important visitor on our premises. 
2. He is not dependent on us. We are dependent on him. 
3. He is not outsider on our business, he is part of it. 
4. We are not doing him a favour by serving him. He is doing us a favour by doing us an opportunity to do so. 

 
28. Which tool is used by united nation to protect the consumers of all over the world? Explain. 
Ans. 1. In 1985 United Nations adopted the UN Guidelines for consumer Protection. 
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2. This was a tool for nations to adopt measures to protect consumers and for consumer advocacy groups to press 
their governments to do so. 

3. At the international level, this has become the foundation for consumer movements. 
4. Today consumer International has become umbrella body of 240 organizations from over 100 countries. 

 
29. What ideas show that the rise of consumer awareness is essential? 
Ans. 1. Consumers are exploited by the sellers and manufacturers that’s why there is a need of consumer 

awareness. 
2. Individual consumers often find themselves in a weak position in the market. The seller tries to shift all the 

responsibilities on the buyer in case of complaint. 
3. Sellers make false claims about the durability and quality of their products through attractive advertisement. 
Adulteration causes loss to the health and they suffer from monetary loss also. 

 
30. Explain the steps taken by government to protect the consumers from exploitation? 
Ans. 1. The Indian Government enacted the Consumer Protection Act (COPRA) on 24th December 1986. 
2. Under COPRA, three tier quasi judicial machinery at the district, state and national level was set up for redressal of 

consumer disputes. 
3. An agency Bureau of Indian standards was set up to develop the standards for goods and services produced with 

in the country. 
4. BIS through their logos like ISI, AGMARK and HALLMARK develops quality standards for many products. 

 
31. Which facts show that State Consumer Disputes Redressal Commission of Kerala plays a negative role while 

giving justice to Reji Methew? 
Ans. Reji Methew was admitted in a private clinic in Kerala for removal of tonsils. An ENT surgeon performed the 

tonsillectomy operation under general anesthesia. As a result of improper anesthesia Reji showed symptoms of 
some brain abnormalities because of which he was crippled for life. 

Negative Role of State Consumer Disputes Redressal Commission: His father filed a case in SCDRC claiming of Rs 
5,00,000 for medical negligence and deficiency, in service. The state commission, saying that the evidence was 
not sufficient dismissed it. But Reji’s father gets justice at National Commission. 

 
32. How consumer forums are helpful for consumers? 
Ans. 1. Consumer forums or consumer Protection councils guide consumers on how to filecase in the different 

consumer courts. 
2. Come times they represent individual consumers in consumer courts. 
3. Consumer forums and councils create awareness among the people about their rights. 
4. Consumer forums and councils get financial help from the government for spreading information. 

 
33. What type of information that should be taken care of by the consumers before buying a product? 
Ans. 1. Consumer should be aware about his rights as a consumer. 
2.He should be aware the quality of that product. 
3. He has to confirm price of that product. 
4. He has right to get information about the MRP, manufacturer of that product. Guarantee and warranty period. 
5. Consumer has to get information about the standardization of the product. 

 
 


