
 Grade – 13 (2020)   November - 2019 F.W.C   1                                                         Economics – I 

Instructions : 

 Answer the all questions  

 Write your Index Number in the space provided in the answer sheet.  

 In each of questions 1 – 50, pick one of the alternative from (1), (2), (3), (4), (5) which is 

correct or most appropriate and make your response on the answer sheet with across (X) in 

accordance with the instructions given in the back of answer sheet.   

 

 

 

 

 

 

 

 

Part – I 
 

 

 

 

 

 
   

  

01. Which basic economic problem face in all country?  

1) High level of inflation. 

2) Excess utilization of resources. 

3) Natural resources such as sunlight and air are scarce compared with human wants. 

4) Increase in illegal activities. 

5) Limited resources are scarce compared with unlimited wants.  

 

02. Which one of the following is considered as human capital? 

1) Laxapana hydro power station   2) Tea garden in Hatton 

3) Untrained teachers    4) A9 road 

5) Specialist doctors  

 

03. A special feature of an economic good is  

1) That produces by using scarce resources and which has an opportunity cost. 

2) That produces by using scarce resources and which has zero opportunity cost. 

3) That have positive opportunity cost in production and consumption. 

4)  That have an opportunity cost in production and scarcity.  

5) That have zero opportunity cost in production and zero production cost.  

 

04. What are the conditions full filled to achieve an economic efficiency?  

1) Full employment level and allocative efficiency. 

2) Productive efficiency and full production.  

3) Productive efficiency and allocative efficiency. 

4) Price is equal to marginal cost. 

5) Full employment and full production. 
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05. Economic systems which have the following feactures.  

Private ownership, freedom in competition and operation of price mechanisim and There is 

government intervention to promote social Justice this is called as.  

1) Free market economy 2) Social market economy 3) Socialist market economy 

4) Command economy 5) Price mechanism economy  

 

06. Which of the following is correct, when the resources are not perfectly substitute in all economic 

activities?  

1) Production possibility curve will be concave to outward.  

2) Production possibility carve will be straight line. 

3) An economy is also operated on production possibility curve.    

4) An economy produce a good with increasing opportunity cost.  

5) An economy which has an ability to produce in out of the production possibility curve.  

 

07. Which one of the following factor shifts leftward the demand curve of a normal good?  

1) Decline in price of substitute good.  

2) Decline in price of complementary good.  

3) Increase in consumer income.  

4) Reduction of tax on consumer. 

5) Increase in consumer preference  

 

08. Which of the following factor is a reason for the movement from A 

to B in this graph?  

1) Increase in consumer income. 

2) Increase in government tax. 

3) Increase in price of factors of production. 

4) Increase in government subsidies for the production process. 

5) Increase in price of substitute good.  
 

09. When consumer income decrease form 50 000 to 45 000, The consumer reduce the purchasing 

amount from 60 units to 40 units.   

That good is  

1) An inferior good 2) necessity good  3) Luxury good 

4) Giffen good   5) Normal good 

 
 

 

10. When the government provide subsidy to producer. Who produce, good A which have close 

substitutes? Which of the following is correct about this. 

Market price of good 

A  

Quantity demanded 

of good A 

Consumer expenditure 

on good A  

1) Increase  Increase Increase  

2) Increase Decrease Increase 

3) Decrease Increase Increase 

4) Decrease Decrease Decrease 

5) Decrease Increase Decrease 
 

B 

A 

Qd 0 

P 
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11. The demand, supply equation of rice are given below.  

𝑄𝑑 = 600 − 2𝑃 

𝑄𝑑 = 200 + 3𝑃 

Which of the following is correctly described the producer surplus and consumer surplus at market 

equilibrium for the rice.  
 

 Producer surplus  Consumer surplus  

1)  Rs 17 600 Rs 48 400 

2)  Rs 48 400 Rs 17 600 

3)  Rs 25 600 Rs 48 400 

4)  Rs 25 600 Rs 17 600 

5)  Rs 24 600 Rs 48 400 

   

12. There are negative relationship between price and quantity demanded of X good and There are 

positive relationship between Price and quantity supplied. In this situation, when market price of 

Good X decline, it’s quantity demanded will increase which situation is correct for it. 

1) When price substitute good increase. 

2) When using technology is developed. 

3) When production cost increase. 

4) When consumer real income declines.  

5) When no of producer decline.  
 

13. The supply equation of a good is given below. 𝑄𝑠 = −200 + 20𝑃. The government imposes a unit 

tax an Rs 8 The supply equation after tax is.  

1) 𝑄𝑆 = −40 + 20𝑃 2) 𝑄𝑆 = −360 + 20𝑃 3) 𝑄𝑆 = 40 + 20𝑃 

4) 𝑄𝑆 = −240 + 20𝑃 5) 𝑄𝑆 = −360 + 16𝑃 
 

14. The demand and supply equation of X good are given below.  

Qdx = 800 − 10 Px 

Qsx = −200 + 10 Px 

The supply equation changes as  Qs = −300 + 10 P due to the imposing tax.  

What is the value of excess burden of tax due to the tax.  

1) Rs500  2) Rs 250 3) Rs 1250  4) Rs 125 5) Rs 375 

 

15. The following table described the quantity supplied before and after subsidy.  
 

 

 

 

 

 

 

 
 

How much of unit subsidy which is provided by the government to producer?  

1) Rs 2  2) Rs 3  3) RS 4  4) Rs 5  5) Rs 8 

Price (P) 
Quantity supplied before 

subsidy (units) 

Quantity supplied after subsidy 

(units)   

1 0 40 

3 20 60 

5 40 80 

7 60   100  

9 80 120 

11 100 140 
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16. The government is determined ceiling price for support to consumer which of the following is not 

considered an the effect of that price?  

1) There are shortage of goods due to the excess demand. 

2) If producer’s profit is limited, Investment will decline.  

3) Due to the unfavourable effect of Producer surplus and consumer surplus, There are affected to 

social welfare.  

4) Good are sold at black market price. 

5) Consumer surplus will increase and producer surplus will decrease. At the same time social 

welfare will affect.   

 
 

17.  

 

 

 

 

 

 

 

The above diagram shows the demand and supply curves for a agricultural good. The government 

support to maintain the price as op1 by purchasing excess supply. Now if the government eliminate 

this price support, The government expenditures are  

1) Declined by the amount of  R S T U  

2) Declined by the amount of  U T Q V  

3) Declined by the amount of  P1 S T P  

4) Declined by the amount of  R S Q V  

5) Declined by the amount of  R U V Q  

 

18. If the total fixed cost of a firm is double, marginal cost will be  

1) Increased by double amount  2) Increased by trible amount 3) Increased by small amount 

4) Constant  5) Declined by double amount. 

 

19. When a firm increase it’s all inputs by 25%, it’s output increased by 50% which of the following 

statement is correct for this.  

1) Average cost of the firm will increase. 

2) Total cost o the firm will increase by 75% 

3) Average cost and marginal cost will decline then will increase. 

4) The firm which have an economic scale. 

5) The firm which have dis economic scale and operate in short – run. 

 

 

 

P 

S 

T 
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20. The following table shows that the marginal cost of a firm.  
 

Output (Q) 1 2 3 4 5 6 

Marginal cost (MC) 200 180 160 200 240 280 

 

Total fixed cost of this firm is 2000 Rs when output level is 5 units, what is the amount of Average 

total cost?  

1) Rs 596 2) Rs 548 3) Rs 980 4) Rs 400 5) Rs 543 

 

21. Which of the following is not a feature of monopolistic competition market?  

1) It faces down word sloping market demand curve.  

2) There are homogenous product. 

3) A few barriers to entry in to the market. 

4) Price maker.  

5) There are advertisement.   

 

22. When the firm is making normal profit from production of a good, In That firm, 

1) Explicit cost is equal to implicit cost.  

2) Total revenue is equal to the sum of explicit cost and implicit cost.  

3) Total revenue is equal to implicit cost. 

4) Total revenue is equal to explicit cost.  

5) Total revenue is higher than the total cost.  

 

23. What is called as that the minimum price required by a factor to be maintained in order to keep a 

particular production factor in the same position?  

1) Factor income    2) Tranter earnings  3) Economic rent 

4) Wagon and salary   5) Quasi rent  

 

24. Consider that the hypothetical economy which have three industries only. 

A Industry sells to B industry 120 MRS value of output which were produced by using 50 MRS 

value of imported in puts by A industry. B industry sells to C industry 300 units of output without 

using imported inputs. And B industry export 100 MRS output to foreign. C industry sells to final 

consumer 520 million value of output which were produced by using 50 MRS value of imported 

inputs.  

According to the above data, which of the following answers are correctly described the value added 

of B and C Industry.    

1) 70 MRS and 170 MRS 2) 280 MRS and 520 MRS 3) 400 MRS and 520 MRS 

4) 280 MRS and 350 MRS 5) 280 MRS and 170 MRS 

 

25. When there are contraction in an economy, which are occurred?  

1) Increase in real output and increase in general price level. 

2) Decrease in real output and increase in un employment level. 

3) Decline in aggregate demand and increase in inflation rate. 

4) Both Aggregate demand and inflation increase at the same time.  

5) Decline in aggregate demand and increase in unemployment and profit margin.   
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26. Which of the following is correctly described the purchaser price?  

1) Basic price + subsidy on product  

2) Basic price + net taxes on product 

3) Producers price + charged by intermediaries + transportation cost + value added taxes on 

products charged from consumers.  

4) Producer’s price + charged by in terme diaries + Transportation cost + net taxen on products. 

5) Basic price + charged by intermediaries + Transportation cost + net taxes on consumers.  

 

27. Which of the following is not included in cross operating surplus.  

1) Wagen & salary  2) Neinterest   3) Fixed capital consumption  

4) Rent 5) Profit  

 

28. The following data are related to national income accounting (in BRS)  

 Private consumption   ⟶ 10 000 

 Public  consumption    ⟶   8 000  

 Fixed capital consumption   ⟶      100 

 Gross domestic capital formation   ⟶   5 000 

 Net export     ⟶   1 500 

 Change in stock    ⟶       300 

 Net taxes on  product    ⟶       400 

 

What is the value of net domestic Product (NDP) of this economy?    

1) MRS 21 500   2) MRS 21 700   3) MRS 21 200  

4) MRS 24 400   5) MRS 21 400  
  

 

29. The diagram for the saving equation of a simple 

economy are given below. What is the value of saving 

at point A ?  

1) Rs 2 600 2) Rs 400  

3) Rs 300 4) Rs 200  

5) Rs 100   

 

 

30. Autonomous consumption of simple economy is Rs 600 and equilibrium level of income is Rs 2400. 

What is the value of marginal propensity to consume (MPC) of this economy?  

1) 0.8   2) 0.75  3) 0.6  4) 0.4  5) 0.25 

 

 

 

S 

A 

0 
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31. Equilibrium level of a income of given economy is MRS 3000. Potential level of output is MRS 

3500. MPC is 0.8 what are the condition to achieve potential level of output?  

1) Govt. Purchases should be increased by MRS 50. 

2) Govt. Purchases should be decreased by MRS 100. 

3) Taxes should be decreased by 100 million. 

4) Taxes should be decreased by 125 million. 

5) Govt. Purchases should be increased by 125 million.  

 

32. The following table shows selected data of a hyphothetical economy.  
 

Elements of national 

income  

Value (MRS) 

Saving  80 

Investment 100 

Export 20 

Import 100 

Net tax 40 

Govt. Purchases  80 
 

Which of the following data is correct according to the above data.  

1) Economy is an equilibrium level. 

2) Economy is expanded.  

3) There are excess balance in budget. 

4) Economy is contracted. 

5) The gap between saving and investment is positive (S – I)  

 

33. Which of the following caused to increase in aggregate demand.   

1) Decline in Government purchase.  

2) Increase in personal income tax. 

3) Increase in import. 

4) Increase in saving. 

5) Decline in interest rate.  

 

34. Saving equation of a closed economy without Government sector is given below  𝑆 =  − 50 +  0.2𝑦  

Equilibrium level of income is 4000 million what is the value of Investment of this economy? 

1) 3250 million  2) 700 million  3) 750 million  

4) 800 million  5) 650 million  

 

35. What is called as that a asset which is easily converted in to cash without loss. 

1) Demand for money  2) Liquidity trap  3) Liquidity  

4) Liquidity preference  5) Reserve money 
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36. Which of the following is caused to increase the demand for money.  

1) Decline in real income. 

2) Increase in interest rate.  

3) Expect that the financial papers will increase in future.  

4) Increase in General price level. 

5) Innovation of financial market.  

 

37. The following data are related to monetary aggregate in Sri Lanka.  
 

Item Value (BRS) 

Currency held by public 470 

Currency with commercial bank 170 

Demand deposits held by public with commercial bank 360 

Time and saving deposits held by public with commercial bank  5 600 

Consolidated foreign deposits.  700 

Commercial bank deposits with central bank 320 

 

According to the above data, what is the value of consolidated money supply (𝑀2𝑏) of Sri Lanka.  

1) 7 620 billion 2) 7 130 billion 3) 7 430 billon  

4) 7 150 billion 5) 7 300 billion  

 

38. In a particular period of times norminal domestic production increases by 9% but real domestic 

product increases only by 3% consider that the velocity of money remains constant.  

Which of the following is correct?  

1) Inflation rate is 3% 

2) Increasing rate  of money supply is 10% 

3) Inflation rate is 12% 

4) Deflation rate is 6% 

5) Increasing rate of money supply is 9% 

 

39. When an economy is at full employment level in short – run, which of the following create demand 

pull inflation?  

1)  Increase in real interest rate    2)  Decline in personal income tax  

3)  Decline in Govt – purchases.    4)  Increase in import expenditure.  

5)  Increase in policy interest rate.  

 

40. What is the value of food and non alcoholic beverages in national consumer price index (2013 = 100) 

1) 28.2  2) 32.0  3) 18.0  4) 39.4  5) 44.0  

 

41. Which of the following is not included in special financial Institution in Sri Lanka?  

1)  Co-operative rural banks   2) Special leasing companies 

3) Venture capital Investment companies   4) Unit trusts   

5)  Share brokers companies 
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42. Which of the following action is taken by the central bank to reduce money supply of country?  

1) Reducing policy interest rate.  

2) Purchasing securities from open market.  

3) Increasing required reserve rate. 

4) Reducing required reserve rate. 

5) Purchasing Govt. Securities from licensed commercial bank.  

 

43. Which of the following is an operational target of central bank to implement monetary policy.  

1) Policy interest rate and open market. 

2) Consolidated money supply. 

3) Weigted average call money rate. 

4) Price and economic stability. 

5) Statutory reserve rate.   

 

44. Money creation of a commercial bank is 

1) By providing excess reserve as loan. 

2) By changing reserves in to documents. 

3) By sending money to central bank. 

4) By changing as high powered money deposits of public which is sent to central bank.  

5) By issuing  lot of cheques.  

 

45. Simple fied balance shect of a commercial bank are given below.  

 

Liabilities  Value (MRS) Assets Value (MRS) 

Deposits  20 000 Reserves 3 500 

Shone capital  5 000 Loan  21 500 

 25 000  25 000 
 

 

Required reserve rate is 10% Customer 10 withdraws 1000 million from demand deposits.  

In this situation what is the value of excess reserve?  

1) 1 500 million 2) 500 million 3) 900 million  

4) 600 million 5) 2 500 million  

 

46. Commercial banks of banking system maintain 12.5% as reserve rate in it’s deposits. A commercial 

bank of this banking system takes new deposits an Rs 200 currency held by public remains 

unchanged. 

What is the value of maximum amount of new loan bank can make?   

1) 175 million 2) 1600 million 3) 1400 million  

4) 200 million 5) 1200 million  
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47. What is good example of a good which have the following characteristics non rival consumption,    

non – excludability and benefits can be gained by anyone who lives in the world?  

1) World peace 2) world envirmental protection  3) High ways 

4) Knowledge  5) Weather forecasting 

  

48. Which of the following is not a reason for government failure? 

1) Political selt interest.  

2) High level of government administrative cost.  

3) Excess utilization of public resources.  

4) The government policies which is not vision. 

5) Rigidity of government activities.  

 

49. The government receives the most tax income by excise duty in the recent years.  

What are percentage of excise duty on tax revenue and GDP?     

1)  28.2%  &  3.4% 2) 27.0% & 3.2%  3) 25.6% & 3.3%  

4) 28.2% & 2.1% 5) 18.1% & 2.1%  

 

50. Which element of expenditure is high percentage in total government expenditure of Sri Lanka in 

recent years?    

1) Payment of salary of Government employees. 

2) Government current transfers & subsidies.  

3) Interest payment on government debt. 

4) Expenditures on goods and services. 

5) Loan repayment on government debt.  
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Part II 

 

 
 

 

 

Sub section “A” 

(Select minimum of two question from this section)  
 

01.  

1) What is meant by effectiveness of resources? What are the actions are taken by a country to inecrease 

the effectiveness of resources?        (4 marks) 

2) What are the difference between capital and labour?      (4 marks) 

3) What are the difference between capitalist economy and command economy?  (4 marks) 

4) What is meant by economic efficiency? Explain it by production possibility curve?  (4 marks) 

5) “Economic growth rate of a society is depended on sacrificing present consumption of a society”. 

Explain this statement by using diagram.        (4 marks) 
 

02.  

1) What is meant by low of demand? Give two examples for exceptional demand?   (4 marks) 

2) List the factors that influence of change in supply of industrial good.   (4 marks) 

3) What is price elasticity of supply? What are the factors that determine the price elasticity of supply?  

        (4 marks) 

4) When consumer income increases by 20% the demand for X good decreases by 10%, Y good increases 

by 30% and Z good increases by 15%.  

a) Calculate the income elasticity of demand for the goods of X, Y and Z.   (2 marks) 

b) Explan the nature of there goods.        (2 marks)  

 

5) The following information are related to demand and supply of A good. 
 

 

Price (P) Rs Qd (Units) Qs (Units)  

100 20 60 

50 40 30 
 

 

a) Calculate the Equilibrium price and amount by create demand and supply equation of A good.  

            (2 marks) 

b) Calculate the price elasticity of demand and consumer surplus at equilibrium price?  

            (2 marks) 

Instructions :- 

 Answer five questions only, selecting minimum of two questions from sub – section “A” and two 

question from sub – section “B” 
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03. The supply equation of a X good is given below  

1) Qs = -200 + 5p. The government imposes a unit tax as Rs 8 on producer calculate the quantity 

supplyied led after tax by the following price.    

P 4 8 12 16 20 24 

Qs …… …… …… …… …… …… 

(3 marks) 
 

2) The demand equation of this good is Qd = 600 – 5P find  

a) Equilibrium price and amount  

b) Consumer surplus 

c) Producer surplus. 

(5 marks) 

3) The government provide a unit subsidy as Rs10 to producer. Equilibrium price of Y good change by a 

unit subsidy fully. Explain this situation by using graph      (4 marks) 

4) What is meant by ceiling price what are the effects of ceiling price?   (4 marks) 

5) The government is decided to provide price support to paddy producers. So the government purchase 

excess supply at this price Explain this activities by using graph.      (4 marks) 

04.   

1) Explain the relationship between short – run average product and average variable cost. (4 marks) 

2) What is meant by returns to scale? How to influence this law in average cost of this firm? (4 marks)  

3)  List the features of perfectly competitive firm and monopolistic competitive firm? (4 marks)  

4) The perfectly competitive firm sells 200 units of X good at Rs 40° Average variable cost Rs. 35 

average fixed cost Rs 15. 

a) Find profit / Loss.         (2 marks) 

b) Can this firm continue this business?       (2 marks) 
 

5) What is meant by transfer earnings?  In which situation the total earnings are equal to transfer earnings?  

(4 marks) 

 

05.      

1) Distinguish between recession and expansion in business cycle?     (4 marks) 

2) What is meant by production boundry? Give 4 items included in Production boundary? (4 marks) 

3) Consider that the basic price is given what are the additional information to calculate purchaser price?  

(4 marks) 

4) How to calculate gross national income in expenditure method? Explain by using hyphothetical 

numbers.           (4 marks) 

5) Give two advantages and two disadvantages of national accounting.   (4 marks)   

 
 
 

 

Sub – section “B” 

Select minimum of two questions from sub – section “B”) 
 

06.  

1) Explain the macro economic equilibrium by using the graph in full employment level and 

unemployment level?         (4 marks) 

2) What is meant by injection? Give 4 items of injections in open economy?   (4 marks) 

3) How to calculate government expenditure multiplier and tax multiplier?    (4 marks) 
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4) The following data are related to closed economy in billion rupees   (4 marks) 

Consumption  (C)  = 200 + 0.8yd 

Investment  (I)   = 300 

Govt. Purchase  (G)  = 100 

tax (T)    = 50 

Gout transfers (T1)  = 20 

a) What is the value of Equilibrium level of output?       (2 marks) 

b) Find consumption and saving at equilibrium level of output?     (2 marks) 

c) To maintain full employment level of output is 3000 MRS. How much of Government purchase  

and tax change?          (2 marks) 

d) Find domestic saving in initial equilibrium?    

  
 

07.  

1) What is meant by high powered money?  

What are the factors that influence the high powered money?     (4 marks) 

2) What is meant by consolidated money supply? What are the factors that determine it?  (4 marks) 

3) When money supply of a country increase by 10%, will general price level increase by 10%?  

Explain your answer clearly?         (4 marks) 

4) What is core inflation? what are the objectives for evaluate this inflation? explain?  (4 marks) 

5) Explain the economic cost of inflations?       (4 marks) 
 

08.  

1) What is meant by intermediate financial institution? List the intermediate financial institution in Sri 

Lanka?           (4 marks)  

2) What are primary functions of central bank?      (4 marks) 

3) What is meant by qualitative instrument? Give 4 examples of it.     (4 marks) 

4) “Commercial bank have to maintain a balance between  it’s two controversy objectives”. Explain this 

statement. 

(4 marks) 
 

5)  

1. Balance sheet of a commercial bank is given below.   
 

Liabilities  Value 

(MRS) 

Assets Value 

(MRS) 

Deposits 200 000 Reserves  

Teasury bonds 

Loan 

90 000 

50 000 

60 000 

Total  200 000 Total 200 000 

 

a) If statutory reserve rate is 10%, what is the maximum amount of new loans that this bank can 

make?  
 

b) Assume that a customer with draws MRS 10 000 from this bank, what is the maximum amount of 

new loans that this bank can make?  
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09.  

1) What are main economic role of government in market economy?     

2) What is meant by externalities in production?  

When market is not considered externalities, there are not optimum output. Explain by using 

appropriate diagram.   

3) What are the actions are taken by government to maintain equal income distribution?    

4) What are characteristics of good tax? 

5) What are the elements of current expenditure?  

Give structure of current expenditure in year of 2018.  

(4x5=20 marks) 
 

10.  

1) What is meant by market failure? 

What are reasons for market failure?       (4 marks)  

2) What is meant by externalities in consumption? Explain the market failure in positive externalities in 

consumption by using diagram.         (4 marks) 

3) Distinguish between direct tax and indirect tax.       (4 marks)  

4) What is meant by excess burden of tax? Explain with diagram.     (4 marks)  

5) What is meant by current expenditure? Classify it in economic classification basis?  (4 marks)  
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