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1. Which of the following correctly defines the term ‘monopsony’?  

a)  A single enterprise is being supplier of a particular commodity or service  

b)  An industry being dominated by a small group of large suppliers   

c)  An industry being dominated by small group of buyers   

d)  A single buyer substantially controlling the market  

Solution d)  

• A monopsony is a market condition in which there is only one buyer, the monopsonist. It 

is a market structure in which a single buyer substantially controls the market as the 

major purchaser of goods and services offered by many would-be sellers.  

• An oligopoly is a market structure in which a few firms dominate. When a market is 

shared between a few firms, it is said to be highly concentrated.  

A monopoly contains a single firm that produces goods with no close substitute. 

 

2. Which of the following characteristics should a pollutant possess in order for bio 

magnification to occur? 

1. It should be biologically active. 

2. It should be long lived. 

3. It should be soluble in fats. 

Select the correct answer using the codes given below: 

a)  1 and 2 only  

b)  2 and 3 only  

c)  1 and 3 only  

d)  1, 2 and 3  

Solution d) 1, 2 and 3  

All of the above are correct. 

Bio magnification stands for Biological Magnification, which means the increase of 

contaminated substances or toxic chemicals that take place in the food chains. These 

substances often arise from intoxicated or contaminated environments. 

Pollutant needs to satisfy characteristics like long life, biologically active, soluble in fat etc. 

to make bio magnification possible. 

 



 

3. Consider the following statements regarding the Base Effect? 

1. It can result from abnormally high or low levels of inflation in a period. 

2. It is the result of a consistent and constant growth in an economy. 

Which of the statements given above is/are correct? 

a)  1 only  

b)  2 only  

c)  Both 1 and 2  

d)  Neither 1 nor 2  

Solution a) 1 only 

Statement 1 is correct. Base effect is often a term used in relation to economic indicators such 

as inflation and GDP data which are primarily based on the base effect of last year. 

For inflation, Base effect refers to the distortion in monthly inflation figures from a sudden 

spike or decline in them during a short period of time. They are caused by seasonal or 

monthly variations. 

Statement 2 is incorrect. It is usually a result of volatility rather than consistency in an 

economy. 

 

4. Consider the following statements: 

1. The location of the thermal equator is identical to that of the geographic Equator. 

2. The Northern and the Southern hemisphere receive vastly different levels and intensity of 

solar insolation. 

3. Land dominated areas will tend to have a large variation in temperature under the same 

conditions as compared to a water dominated area. 

Which of the above statements is/are correct? 

 a) 1 and 3 only 

 b) 3 only  

 c) 2 and 3 only 

 d) 1, 2 and 3  

Solution: b) 3 only 

 The location of the thermal equator is not identical to that of the geographic 

Equator. This is not due to the Level of insolation received in both hemispheres. They are 

virtually equal. 

• What creates the difference is the distribution of land and water that causes changes in 

the way heat is distributed and transported across the planets. 

• Land dominated areas will tend to have a large variation in temperature and a 

higher average temperature under the same conditions (as compared to a water 

dominated area).  

• Thus, the thermal equator lies a bit north of the geographical equator. 

 

5. Consider the following statements: 



 

 

1. The largest volcano in our Solar System is found on Earth. 

2. A volcanic eruption must be accompanied by an earthquake. 

Which of the above statements is/are correct? 

 a) 1 only  

 b) 2 only  

 c) Both 1 and 2  

 d) Neither 1 nor 2  

Solution: d) Neither 1 nor 2  

Olympus Mons is a shield volcano located in Mars’ western hemisphere. It is the largest 

volcano in the solar system. 

Some, but not all, earthquakes are related to volcanoes. 

 

6. Which of the following constitute the ‘Public debt’ of India? 

1. Liabilities of Central Government contracted against the Consolidated Fund of India 

2. Public Account Liabilities of the Central Government 

Select the correct answer using the code given below: 

a)  1 only  

b)  2 only  

c)  Both 1 and 2  

d)  Neither 1 nor 2  

 

Solution a) 1 only 

Public Debt denotes liabilities payable by the Central Government, which are contracted 

against the Consolidated Fund of India, as provided under Article 292 of the Constitution 

of India. 

It excludes liabilities contracted against Public Account. 

Public Debt has been further classified under two heads, i.e., Internal Debt and External 

Debt. Internal debt is categorized into marketable and non-marketable securities. 

Marketable government securities include G-secs and T-Bills issued through auction. Non-

marketable securities include intermediate treasury bills issued to state governments, special 

securities issued to national Small Savings Fund among others. 

Most of the external debt is sourced from multilateral agencies such as International Bank 

for Reconstruction and Development (IBRD), Asian Development Bank (ADB), etc. and 

official bilateral agencies. 

Public Account Liabilities include liabilities on account of National Small Saving Fund 

(NSSF), State Provident Funds, Reserve Funds and Deposits, and Other Accounts. 

 



 

7. Consider the following statements regarding a country’s Terms of Trade (ToT): 

1. It is the ratio between the index of export prices and the index of import prices. 

2. A country’s ToT is less than hundred percent if more capital is leaving the country 

than is entering into it. 

Which of the statements given above is/are correct? 

a)  1 only  

b)  2 only  

c)  Both 1 and 2  

d)  Neither 1 nor 2  

Solution c) Both 1 and 2  

Both statements are correct. 

Terms of trade are defined as the ratio between the index of export prices and the index of 

import prices. It measures how many units of exports are required to purchase a single 

unit of imports. 

If the export prices increase more than the import prices, a country has a positive Terms of 

Trade, as for the same amount of exports, it can purchase more imports. 

The ratio is calculated by dividing the price of the exports by the price of the imports and 

multiplying the result by 100. 

When more capital is leaving the country than is entering into the country then the 

country’s TOT is less than 100%. When the TOT is greater than 100%, the country is 

accumulating more capital from exports than it is spending on imports. 

 

8. Consider the following statements regarding the Comparative Advantage: 

1. It refers to an economy’s ability to produce goods and services at a lower opportunity 

cost than that of trade partners. 

2. It is a foundational principle in the theory of international trade. 

3. The law of Comparative Advantage was propounded by John Maynard Keynes. 

Which of the statements given above is/are correct? 

a)  1 only  

b)  1 and 2 only  

c)  2 and 3 only  

d)  1, 2 and 3  

Solution b) 1 and 2 only 

Comparative advantage is an economic term that refers to an economy’s 

ability to produce goods and services at a lower opportunity cost than that of trade 

partners. 



 

o A comparative advantage gives a company the ability to sell goods and services at a 

lower price than its competitors and realize stronger sales margins. 

o The law of comparative advantage is popularly attributed to English political 

economist David Ricardo and his book “On the Principles of Political Economy 

and Taxation” in 1817, although it is likely that Ricardo’s mentor James Mill 

originated the analysis. 

o One of the most important concepts in economic theory, comparative advantage is a 

fundamental tenet of the argument that all actors, at all times, can mutually benefit 

from cooperation and voluntary trade. It is also a foundational principle in the 

theory of international trade 

 

9. With reference to RBI’s Prompt Corrective Action (PCA), consider the following 

statements: 

1. The Reserve Bank of India initiated the Scheme of Prompt Corrective Action (PCA) in 

2002 to discipline banks when they report poor and risky financial performance. 

2. The framework was reviewed in 2017 based on the recommendations of the Working 

Group on Restructuring Weak Public Sector Banks. 

Which of the statements given above is/are correct? 

 (a) 1 only  

 (b) 2 only  

 (c) Both 1 and 2  

 (d) Neither 1 nor 2  

Solution : (a) 1 only 

• PCA is a framework under which banks with weak financial metrics are put under watch 

by the RBI. 

• The RBI introduced the PCA framework in 2002 as a structured early-intervention 

mechanism for banks that become undercapitalised due to poor asset quality, or 

vulnerable due to loss of profitability. 

• It aims to check the problem of Non-Performing Assets (NPAs) in the Indian banking 

sector. 

• The framework was reviewed in 2017 based on the recommendations of the working 

group of the Financial Stability and Development Council on Resolution Regimes 

for Financial Institutions in India and the Financial Sector Legislative Reforms 

Commission. 

 

10. Consider the following statements: 

1. The definition of “Critical Wildlife Habitat is incorporated in the Forest Rights Act, 2006. 

2. For the first time in India, Baigas have been given Habitat Rights. 

3. Union Ministry of Environment, Forest and Climate Change officially decides and 

declares Habitat Rights for Primitive and Vulnerable Tribal Groups in any part of India. 

 



 

Which of the statements given above is/are correct? 

 (a) 1 and 2 only  

 (b) 2 only  

 (c) 3 only  

 (d) 1, 2 and 3  

Solution a) 1 and 2 only 

• The phrase ‘critical wildlife habitat’ is defined only in the Scheduled Tribes and Other 

Traditional Forest Dwellers (Recognition of Forest Rights) Act, 2006, and NOT in the 

Wildlife (Protection) Act, 1972. 

• Union Ministry of Tribal Affairs officially decides and declares Habitat Rights for 

Primitive and Vulnerable Tribal Groups in any part of India. 

 

 

 

 


