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Chaprer 1

Economic LIFE AND ITS
| EVOLUTION |

)
i i

JIMPORTANT SHORT QUESTIONS & ANSWERS

v’
Q.1 Define Economic Life.
Economic Life?

Ans: Economie Life:

The life of human berings Which is related to the activities of obtaining the necessities of

life is called as Econemie Lifes| is collecti : it : :
and othier requireme collection of various activities of getting food, clothing, shelter
Evolution of Life

The process through which the economii

state of their various i
Q.2 ﬂfmﬁonm

What do you understand by the Evolution of

(i)
Q.3 Write five sentences on Hunti
of Economic Life.

Ans: Hunting and Gathering Stage

(i) This stage is considered as the early stage of the evolution of economic life.

(ii) In this stage, man was unaware of civilized life. He passed a nomadic life.

(iii) Man used of hunting of animals for getting his food but it was an uncertain way of
acquiring food.

(iv) In this stage, the tools made from wood, stones and metals were used for hunting. .

v) Due to uncertain availability of food from hunting, man started to gather animals and

stored them for the purpose of food.
Q.4  Write five sentences on Pastoral Stage of the Evolution of Econofmig:

Life. o [
Ans: Pastoral $tage
(i) It is the stage of evolution of economic life which started when man started to store
animals in order to solve the problems related to availability of food.
(ii) In this stage, man learnt to rear cattle like goats, sheep, cows and horses.
(iii) For feeding his animals he started to roam from place to place his search of grass and

water. This kind of field is called as Pasture, therefore this stage is known as Pastoral
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o live In groups and to store animals as wealr),

Stage.
iv) This stage gave an opportunity
t \) It also gave & training of transportation from one place to another.
» ) .
lture and Handicraft stage of Evolution

Q.5 Describe Agricu
Life in five sentences.

Ans: Agrlaulluro and Handloraft Stage
the evolution of economic life in which agriculture was adopeq
"

he third stage of
It is the g f tribes settled down near lakes and 4,
er

9 a profession and the families in the form o
banks.
(it) In this stage, man learnt to grow various kinds of crops for the food requirementy,
Jlso developed simple handlcraft for getting his wants. e
food but also grew animal fodder crops.

his own

He not only grew crops for
¢ Y8 ble to domesticate wild animals and started to use them i,

(iv) In this stage, man became a
his agricultural activities.
(v) This stage was proved to a developmental stage for the establishment of villages, tow,
and cities. An agricultural based economy was organized in this stage.
d with the passage of time

of Economics develope
IN ' stage of the evolution of
f

(iii)

Q.6 What
duri Iture and Hang '

economic life.

period of the
on economic

Ans:

Agricul
development of various ¢

activities, sO m ing concept
() M ¥nlctur¢ int
(uii ange Economy
(iv) The Concept of, tic in
Development 0 cale
(vi) P

Q.7 Describe in few sentencesjig
Division of Labour.

Ans: Tribal Concept of Occupa :
With the emergence of an organized social and economi

during Agriculture and Handicraft stage, a concept of the division of work of production was
developed. Different people who had acquired knowledge and experience for doing a certain work
ational structure was formed among families, groups

started to adopt occupations. Thus an occup
and tribes of people. This division of labour and occupations helped man not only to fulfill his

wants easily but ir also promoted coop~ration among themselves.
Q.8. Describe Feudal Exchange Economy in few sentences.

Ans: Feudal Exchange Economy

With the development of agriculture-based societies throughout the world, a system:=
exchange of products and goods was developed among the members of a same -society hich i
known as Feudal Exchange Economy. It was a period when people started to establish tomage
industries. They started to prepare such things which were commonly used in that society. The
ploughs, the sickles, the axes and the spades were invented during that period being agricul
stage. These domestic prepared things were exchanged to obtain other things, thus people of 2
society started to fulfill their wants and desires through the exchange of goods. This economy Wi$
mainly associated with the feudalism, hence it is known as Feudal Exchange Economy.

pational

¢ life in families and tribes

=1
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2.9 ;V':':eedown the main causes of the beginning of Industrial Stage.
!
" The ori ises of Be inning of Indusivial $ta

gin of the ing
started to produce bandicrafes, :';:;*‘:iloﬂnt;g;i:sorelatcd family economy. The members of a family

3 Iqra Economics for Class X

inni : i : in causes of
th)c btgmnsl:_g"?f Ithe industria] Stage can be desc:i;zgla?fi?li‘:::l::s Ppe e
1 go;d :l if(l;aftsmcn who got a lot of experience started to work for producing consumption
(ii) This handicrafes gyscrTIEUFS: Sews, clothes etc. :
System d
o &:.m}fs“c or small sv!:,a]e lndu‘;::itz?ed an occupational structure of skillful workers in
(i sk:;lfutlhci;fl:troduction of currency system, business transaction became easy and the
(iv) Invention fs I:;'m srarted to involve in large scale production. :
ot different kinds of Machinery revolutionized the process of production and
. geated A way for large scale production.
v omestic, cottage and mal : \
production in big facto small scale industry system started to convert in large scale

ries. The use of machine

introduced industrial Stage in the history of the e

s became tommon in production which
Q.10 What are the

volution of economic life.
types of utilizing economic resources.

Ans: : . :
A ho! U

Every country has its own prod Ei 1rdl fesource and
human resource ] &N &l nro _
beneficial, thus Llf e the o " o " becomies
() Priva rship nn

The way or princi gti n h all the p = s given to
common pe Rior R Peivaiiin B | hip. In this
process the : . § Wnerslinvest their
Clpitil and , ‘ - BT duction for
gainigg more profit. n |
an ok

ngces are kept

under the organization of the state and the go for the
welfare of public is called Public Ownership} 1 wnershi d résources are
under the common ownership of nation or sta
Q.11 - Write the points of difference between Ownership and Public

Ownership.

ownership of nation or state is called Publi
is called Private Ownership. Ownership® . .bu
- ies central position in private|(ii) Public welfare occupies in public ownershij
o mﬁ;‘lﬁ;sﬂ the f:pcrors of production] and all the factors of p-MI.
are organized in order to gain more and| organiz'ed in order to provide welfare and
more profit. prosperity to people. .
t both do not|(iii) The state and governmen- both involve in
o ::hv:)l::: ;iﬂeo?;’:::;l;n the production under Public Ownership. l
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(iv) Bureaucracy or government officers do not|(iv) Bureaucracy or
interrupt in the process of production under|  interrupt i;y the g::::::] :l{l troozﬁ
Private Ownership. Public Ownership. d
(v) The system of economy which is established|(v) The system of econo
under Private Ownership is called under Public Ommers?l);;‘rghj;?;:; =

Jor Clay,

CErs ugy,

“b“!hed

Capitalism. m,
Q.12 Define Capitalism and write down any five characteris¢;
Capitalism. 68 of

Ans: Capitalism

The form of an economic system in which all the resources of production are own
common people and they use all the big and small means of production for earning profi is .
Capitalism. It is a system of economy which capital and capitalists both acquire dominant Qlled
and they appear as a powerful element in the affairs of a state. RiS¥ion
Characteristics of Capitalism

Impo aracteristics of capitalism are following.
portunities to every individual to organise his own business for

Q) Capitali
eamin

(i) Competition 1s an important characteri i i he production
and provi ity and standard to €o :

(iii) Capital t important chafa i ital for the
productigh i ed by private sect

(iv) The determination of prices in capitdlisgi i kgt Ad Eemand and

)
Q.13, Define Socialism a

Ans:

The form of economic system in wh
state and the government is called Socialism
production and makes plans for production fc
taken as a motive in Socialism but bureaucracy ¢
position in this system of economy.
Characteristies of Socialism

Important characteristics of socialism are following.
In socialism all the factors of production are owned by people through collective

b2 e =
F:a ;r"t i i0n of wealth
in S EEE

- -

ned by the
factors of
rofit is not
py central

@

ownership of nation.

(ii)  The government utilized all factors of production for the welfare of public. The
production is not associated to profit earning motive.

(ii1) Private ownership does not exist in socialism therefore an interest free economy is
developed in a state.

(iv) There is no importance of liking and disliking of consumers in socialism. There is e
liberty of organizing own business or adopting a profession of one's own choice. _, |&:5 50

v) All the policies are devised under the instructions of the government. The gove H‘}ur.

power 0

also determines the prices of commodities by keeping a view of purchasing
common man.
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: points of difference between Capitalisr.n fmd
Socialism. Compare the characteristics of Capitalism and Socialism.

Ans: Derenee b/w Capitalism and Socialism
Capitalism Socialism

A system of economy in which all sources|(i) A system in all sources of production are

of production are owned by common owned by the state and government and

"People who provi

¢ who de capital for their| ‘the government provides capital to
organization is called Capitalism. organize them is called Socialism.
(ii) Profit earnin

fic g is the basic purpose of] (i) Social and public welfare is the basic

capitalism. purpose of socialism.

(iii) Free competition among producers and (iii) Free competition among producers and
consumers is allowed in capitalism.

~ - consumers is restricted in socialism.
(i) The prices are determined by the demand|(iv) The prices of commodities are determined
and supply of commodities in market. according to the instructions of the

' government. :
(v)  Private pro on, business and Pri ; siony=busipess and
production in capitalism. | sreda - alism.

Q-I5 Define Islamic Economic Syst

Islamic E System.
Ans: Islamie ie System

A system of eco

The system of collecting Zakaat and Us
Zakaat and Ushr help in reducing class e
(iii) The payment of "Fitra" before the obligation of 1d-
ristics of Islamic Economic System. The

(ii) m. Both

e p/a unique

payment and collection of Fitra is a way
of collecting funds for helping the poor and needy.
(iv) The payment or receiving of interest is totally restricted in Islamic Economic System.
(v) Though private ownership and capitalism is allowed in Islamic Economic System but the

concentration of wealth is restricted. The circulation of wealth is kept in control by the
application of Zakaat, Ushr, Sadqa, Fitra and Qarz-e-Hassana.
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T PORTANT DETAILED TYPE QUESTIONS AND ANSWgp,

What is meant by Evolution of Economic Life? Describe the;;.}:“‘
is ife? :
Q.1 stages of Economic development. Describe in detail the Vari:::

stages of the Evolution of Economic Life.

e

Ans: volution of Economie Lif ' ‘

:Iong historical period and developmental Pr'o.cess is ass?c:?ted to the present econop,

.o and prosperity of man. Man was not much civilized and lus life was not so comfortapj, &
condition P The gradual changes which occurred with respect to history thyq,

d to come in organized form are °°“=ﬂive1y

the b ing of history.
wl:u-.he gt!i:snecgnomic activities of man gradually starte

Kknown as Evolution of Economic Life.
The Stages of Economic Development or Evolution of Econom;,

Life : romic Development or the stages of Evolution of Economic Life cap be

a’ - . .

Since economic life is asso .
necessities of life, h st stage of the evpl c life ed 45 Hunting an
Gathering Stage. It e when man was t IWal civil . l_wed. ncve
and obtained his food from Hunting of animals. 18 O BN life, it trained

) Ay ) huﬂtiﬂg by

i sing various \
' ‘ ' OF many a time,

.
]

man in cap

using wood,n‘m ting was anju gettir I'h

he was left i ition led e the e a'gtarted to gather the
i ! AN - activit:y and

tching them alive. Gathering of a1
=
- m‘ ‘ rétected man from
»d but e e 1,| ll-‘ createdthe

animalg by ca
le like goats,

the sto animals was considere wedl
(i) Pas :

Hunting the animals alive and the stQr:
the uncertainty condition of the availability of [f¢

problems of care and feeding the animals. Mo nimals gathe

sheep, cows and horses, so at least grass and 1s necessary.to feed these animals. This

condition developed another economic activity and man started to roam from place-to place along
called Pastures therefore

with his animals in search of grassy fields and water. The grassy fields are
this stage is known as Pastoral Stage. This stage organized man in groups, families and tribes. Man

used some animals for travelling thus he learnt transportation. He started to collect precious
stones, metals, food, clothing and tools for catching animals. The grassy field and the number of
animals which belonged to a family or tribe considered as their private property.
(i)  Agricuiture and Handicraft Stage
Man was passing a wandering life during the Pastoral Stage, the wandering process from
one place to another was troublesome for both man and animals, It was an unsecured and-unsajt
process because it had no authority of ownership related to a piece of land. When man fouf
regular supply of water gnd natural vegetation near the river banks, he settled down here. in
groups. He learnt the process of growing plants from nature. Thus economic activities were Starc
to link with the processes of cultivating various kinds of food grains, crops, vegetables and fruits.
In this period man also learnt to domesticate wild animals and used them in the process of growing
plants. He also started to use animals for transportation. All these activities related to growing
plants and crops are collectively known as Agriculture. Some skillful craftsmen also starte to
prepare things, tools, toys, clothes and utensils and all these are taken as handicrafts. Thus
e_gl;:cultu:e o H:nd.l craft Stage proved to be well organized stage of economic development.
illages, towns and cities developed in this stage. Agriculture and Handicraft stage organize
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human economic activities
OOk R b B motl\;:.d classified them into various kinds. It gave birth the following

) 0
:;ii) E:::g:nu?:;:- division (ii) Division of labour in tribes
(v) c con:cpt :F :\:.I exc:ianse (iv) Establishment of domestic industries
ner
(iv)  Industrial Stage —

he stage established the handicraft system which
scale production at domestic level, A remarkable

8¢ not only incréased the production

sty . ays marketing, advertisement, banking, transportation and
Q.2  Elucidat causes of t
describe t

[ features of ¢

Ans: Industria
Industrial St last stage of thelle VoM
revolutionized the prod also classified the fecog IWI
n

them one is the production sector while the other is |

Historical

Man ob
lived in caves an
roots, leav

e and af t w
the plants. Domestic handicrafts were also startell to manufacture at oo f&.’ae
Hunting Period and Agriculture Period, man tamed one offsprings of animals and raised them. This
was called Animal Rearing Period or Animal Husbandry Period. He used their flesh, milk and hides
and used them as beasts of burden such as donkeys and horses.
The Main Causes of the Origin of Indusivial Stage -
With the increase in human needs when handicrafts become short as compared to their
needs, domestic industries on small-scale started to grow, all the family members became busy to
do some work, these cottage or small-scale industries opened the ways industrial stage. After the
invention of various machines large factories were established for the production. Thus man

industries like cloth industry, glads industries, leather industry, sugar industry and iron induste

u‘%t =
The Salient Features of Industrial ﬂ;ggdem owi ~—7 |ty
salient features of Industrial Stage can as fo 8
(i) Tﬁ in\rtn:inn of wheel is regarded as the milestone in the development of industrial
| stage. Wheel is the basic componeat of various kinds of machines. Its first simple
machine were invented and as time passed more complicated and sophisticated machines
invented.

' learn of the energy of running water. He made water wheels to grind com

: :l::nu:g. lt-lﬁ.:o::nnd:y was produced through the energy of running water.
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(iii) Wind mills were invented to grind maize and food grains such as wheay ﬁQE
millet. » alley g |
(iv) Here a scientist invented the steam engine which runs or functions using the |
steam as kinetic energy. In 1982, Rudolf Diesel invented an engine worke( up OWerof |
force produced by bursting gas by explosion, this is produced by converting g.,ol.’"‘s the
(v) During industrial stage, production, consumption and exchange processes allub“' |
well-organized and thus many new ways of development opened for man. = |
Q.3 Define Capitalism. Describe the merits and demerits of Capitaligy, |
Ans: Capitalism |
ch all individuals are allowed to use the means of Productipy |

A system of economy in whi
by using their capital and management skills for the purpose of earning more and more profy, ;,

called as Capitalism. )
|

Characteristics of Capitalism
The characteristics of capitalism can be described as following. '

(1) Merit ntages of Capitalism
The m tages of capitalism are fo!lowing.

(i) Capitali e right of private eindivid '
(ii) Under this system the land of the stat ies, hauses Ui stitutions all ars |
used rivate ownership l '

(iii) Evcwmme state has a rigl : dio earn profi, |
- v ements taxes |

There i government in the
on income.
(iv)

and disliking of the con
(2)

e prices.
are determi
mers is kep

The defrerivs

(i) In capitalism
hold in business.
(ii) Capitalism generally produces une ndency of the
accumulation of wealth in few hands Is-eccurzed
(iii) The advertisement is taken as necessary for the progress of a business, therefore huge
amounts of money are spent for making propaganda through advertisement. -
ere 0

Gv) “Interest” is given much importance in capitalism which creates an atmosph

exploitation of people in a society.

(v) Unlawful profit earning, storage and lust for wealth all become common in the economy
a business under capitalism.

Q.4  Define Socialism. Describe merits and demerits of Socialism.

Ans: Socialism
A system of economy in which
the state and the government uses them through specific p
pation is called Socialism.
Characieristics of Socialism '
The characteristics or features of socialism can be described as following.

(1) Merits or Advantages of Socialism

all means of production remain under R
lans in order to produce welfare:BLE%
S— 7 3

The merits or advantages of socialism are following.

(i) In socialism, the government has an authority of utilizing the means of production, B
the government organizes business by keeping a view of public welfare.

(id) Production does not relate to profit earning but it only purpose is of public welfare.

QR
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(iii) The prices are determined by the government according to the purchasing pow
fommon map, - bility of
(iv) Socialism Provides OPPortunities to work for every individual according to capa y
doing work thus j¢ reduces class differences and unemployment, .
v) It is an interest free fconomy system and it has no concept of advertisement.
(2) Demerips o Disadvantages of Socialism
The der erigs or disad\'antages of socialism are following-_ i
i) iking or dislildng of consumers is not given importance in soci i ivat
(ii) rivate Property, chojce of profession, establishment of personal business and private
Production are not allowed in socialism,
(iii) € government controls all kinds of Production, commerce and trade and e
individuals are not allowed to do so by themselyes, .
(iv) €re is no competition in markets, therefore the bureaucracy get hold in production and
market,
)

There is a securi
of doing work.

JOIN
FOR
MORE!!!

ty of employees in public sector which reduces their efficiency ‘and spirit
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IMPORTANT MULTIPLE CHOICE QUESTIONS (MCQs)

Choose the correct answer for each of the Sollowing from the giyen

Ql 1
options:
(1) In this system, every individual has the right to do his own business and earn profit:
(a) Socialism (b) Capitalism (c) [Islamic System(d) Economic$ .
(2) In socialism, production resources are owned by: yaiem
(a) Army (b) Police (¢) Individuals (d) Government
(3) Capitalism is based on: ik
(a) Wealth (b) Interest (c) Private Property (d) None of these
4) The most important invention of industrial revolution is:
(a) Motor Car (b) Bicycle (c) Steam Engine (d) Axe
(5) In the beginning man was unknown to:
(a) Hunger (b) Thirst (¢) Movement (d) Civilization
(6) It is considered as the first stage of the evolution of economic life:
(a) Huntin in (b) Pastoral Stage
(¢) indus (d) Handicraft Stage
(7) This stage man began to stQ imals-for.selving.his.food problems:

(a) Hunting Stage

(c) Pastor
(8) In gathering used to gather thése
(a) PreciouSiS

(c) Animals
9) Man v | 1 lImadic life t.I x

(a) oral Stage Stage
(10) Almos izgation of the world h

) Ponds (b) Pastures

(11) _Jo-Daro civilization was_si d ne

(a) R i er Ifdus
(12) Tribal concept of occupational ivision of

ge

(a) Hunting and Gathering Stage

(c) Pastoral Stage
During Hunting and Gathering stage, the

7.

tones

(13)
(a) Metals (b) Animals c eds
(14) Ploughs, sickles, axes and spades were considered as these in Agriculture and Handicraft
Stage:
(a) Tools (b) Commodities (c) Omaments (d) Handicrafts

(15) It'is the main concept of agriculture stage:

al husbandry (c) Cultivation  (d) Division of labour
(16) Feudal exchange economy was introduced in this stage of evolution of economic life:
(a) Hunting Stage (b) Industrial Stage (c) Pastoral Stage (d) Agriculture Stage

(17) Industrial Stage began with the establishment of:
(a) Warehouses ' (b) Advertising agencies

(c) Banking Sector (d) Domestic Industries
life started with the beginning of:

(18) A revolution in the economic
(a) Pastoral Stage (b) Industrial Stage
(c) Stone age (d) Agricultuxe Stage
facturing cloth, glass,

(19) The estfblishment of various kinds of big factories for manu
leather, iron and sugar is related to:
(@) Handicraft Stage
(c) Industrial Stage

(b) Agriculture Stage
(d) Hunting Stage
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(20 The number of principles which are commonly used for production

(a) o Three (¢) Four (d) Five
@n The economic System which is related to private ownership is:

(@) Naturalism ) () Spiritualism (d) Socialism >
(22) The system in which all resources of production are considered as collective ownership

the state of nation is called: ;

() Materialism  (b) i (€) Pragmatism (d) Capitalism
(23) Competition for production and sale is a characteristics of :

(2) Interest free system (b) Monopolistic System

(c) Capitalism (d) Socialism
(249) Profit eamning is not a purpose in:

() Service Industry (b) Socialism

(¢) Capitalism (d) Competition
(25)

Private ownership is not allowed in: :
(@) Nacuralism (b) Feudal Exchange System
(€) Seocialism (d) Capitalism

JOIN
FOR
MORE!!!
N——
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Chaprer 2 |
THE ECONOMIC LEGACY

. OF PAKISTAN
+~ SHORT QUESTIONS & ANSWERS

problems of Pakistan.

e eeeesmemmesaates
IMPORTAN

- —

Q.1  Write down any five economic

Ans: Econoimie problems of pakistan
ems of Pakistan are following.

Five economic probl

(i) Agricultural Problems of Pakistan
pakistan is agricul:ural country but unluckily the agriculture sector in
Pakistan is not devel country could not attain self sufficiency in main food crops till
- afic -
= a

now.
(ii) Low Rafe gf A&
poorgst Eae

mainly due to the :
on developmental plans in Pakistan.

1 1]

(iii) Indus J
Pakista roblem of ind
Pakistan are not r e to energy crisisjan s { >
(iv) ardness of Tra "l =
Trade istan i [ i ﬁn umption,
transportation and marketing ities fo - .
urable Balance of Pe¢ -rll i
of | pa Ricll creates a

(v) Unfave
Pakistan always suffers
5.

number of other economic problem
Q.2 Name the problems that Pakistan faced soon ajte
gan soon After iis

Ans: The Problems Faced by Pakis

Establishment
The problems faced by Pakistan soon after its independence or establishment were

from a large defi

following.
(n) Agricultural Backwardness (ii) Industrial Backwardness
(iii) Migration and Population Pressure (iv) Backwardness of Trade
v) Backwardness of Banking System (vi) Low per Capita Income
Q.3 Describe the Economic Effects of the British occupation in;
sub-continent in five sentences. ~—> (G
Ans: Economic Effects of the British Occupation in th

Sub-Continent
The economic effects of the British occupation in the sub-continent can be described as

followin g



'Q.S Write down five causes of Ag
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(i) The British had established the East India Company for obraining, economic pt:;polf:;
They purchased raw materials at low prices then after producing commadicies $oi &
at high prices. . d

(ii) They kept the Muslim majority areas in Punjab backward with respect to ag'ncull‘rurehan
industry in order to organize their army from the selection of good soldiers in these

. areas. :

(iii) The British and the Hindu both adopted such steps in the Muslim majority provinces so
that the Muslims could not get progress and remained economically backward. _

(iv) The industries were not established in the Muslim majority areas while the various steps
were taken for the industrial progress in Hindu-majority areas during the British rule in
the Sub-Continent. ; s gL

) The British also constructed roads, railways, canals and tube-wells in the Hidu majority

areas but ignored the Muslim majority areas in order to keep the Muslims economically
backward.

Q4  Write down five sentences on Economic conditions of Pakistan at
the time of its establishment.

Ans: The E Conditions of Pakistan at the Time of iis

ons of Pakistan at

following. :

(i) At the ti blishment of Pa i i nits nor
develope e sector in the area & n.

(ii) There we ken roads and few ssmrn iy a Yl Sted isgz
time of its establishment.

(iii) Th

ins tédfat that time

run H . HENB
(iv) When the Hindu Capitali dw i - i it
&) Itw e enengfes that P * : but by the

grace of Allah and with untiring lab 0 gountry of
Pakistani nation made it possible that B

Ans: The Lauses of Agricultural Backwardness of Pakistan
The five causes of Agricultural backwardness of Pakistan are following.

(i) Literacy rate in Pakistan is quite low. Majority of the fgrmers in Pakistan are not
educated. They have little knowledge about 1.: modern ways of farming.
(ii) The structure of the agriculture in Pakistan is based on Landlordism. The landlords or

Zameendars have the ownership of million acres of land. They get cultivated their lands
by the poor and helpless cultivators on hard terms and conditions due to which the
efficiency of labour of cultivators becomes eliminated. -

(iii) In Pakistan, the modern equipments and modern methods of cultivation are usedof:
very limited scale. Good quality of seeds and fertilizers are not used for the produf
therefore per acre production remains very low.

(iv) There is no proper management in Pakistan of saving the crops from diseases. Lack of
organized marketing for the purchase and sale of agriculture goods is another reason for
its backwardness.

) The distribution of agriculture loans in Pakistan is unsatisfactory. Small cultivators who

need more agricultural loans are not able to receive them easily.
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hosic Write down any five causes of Industrial Backwardness of Pakistan.
kwardness of Pakistan

Q.6
Ans: The Causes of Indusirial Ba¢
ndustrial backwardness of Pakistan can be described as following.
f Pakistan is very high, therefore they are facing

Five causcs of 1 :
The cast of production in the industries 0

()
ess in Pakistan is the limited country markeq

backwardness.
(ii) The main cause of the industrial packwardn
for the consumption of industrial goods which is great obstacles for the extension and
ut Pakistan always faced the

progress of industries in Pakistan. - .
for the progress of industries b
pakistan do not cooperate in purchasing

Capital is very necessary ‘
shortage of capital in this respect. People 1n
s, the cost of production of domestic commodities

domestic production, t
is high with less standard quality.
s like coal, iron, petrol and others are required for

The basic energy and power resource : _ - rs
industrial progress but they are not available in Pakistan in large quantities.
labour working for industries.

In Pakistan there is a shortage of skilled and technical
Q.7 Mention or state any five causes of decreasing per capita income in

Pakist State any five causes of low per capita income in
Pakista‘ i ,
of Low per Capiic

The Causes

Five caus ‘ : C desC S

(i) The econ Eﬁl i icul Pas ‘ f |
is gained #ro griculture : Pt seasonal and
" ﬂ‘:. Al Jefeapita income is

climatic changes, therefore agricult

he reason for thi

als
(ii) The Mn‘;‘c‘y growing PP
capi istang 3% popula as compared
the opp
Ngs, this is

to that of productive mean,
(iii) istan, the deficien ital
alsoa

: persfapita ingomte. -
(iv) The prices of commonly used commoc ) ‘ on from the
there is scarcity of g omes a cause of
|| o |

last twenty years,
 are ve*

Jow per capita income in Pakistan.
ell as production.

) The means 0
mobility of labour as W

transportation is a cause of decreasing per capl -

dness in Pakistan at the

Q.8  Describe the causes of industrial backwar
time of the Partition of the Sub-Continent.

Ans: Indusirial Backwardness of Pakistan
The causes of industrial backwardness of Pakistan at the time of the partition of the

f transportation in Pakist2

ita income in Pakistan.

slsb-cond.nent were following. .

(@ ;I::ii: f&z:hmcive?;mﬁ from the very beginning adopted the policy of not establishin
_ e Muslim majority areas. Due to industri i itish made:pis

(i region industrially baclcward{ @ ’ ddusecial gaticy G5 i ik

ii) Due to backwardness of industrial sector, the capitalists were hesitmtmé- |

capitals, thus industrial sector remained backward for many years.
le in the development

Natural resources like coal, gas and mineral play very significant ro
but by that time they were

-

developed.

(iii)
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(iv) There were few industries in Pakistan at the time of partition. People were not l:l::;‘elsz;’l‘:
in industrial and technical professions, so lack of availability of skilled labour ¢
industrial backwardness. . o in the

w) Better transportation and communication systems play very important role .
development of industries. Thus the industrial sector remained undeveloped due to poo
transportation and communication systems.

Q.9 The agricultural sector was backward at the time of the
establishment of Pakistan. Elucidate the reasons of the
backwardness of Agricultural Sector.

Ans: Backwardness of Agricultural Sector
The agriculture sector in Pakistan was backward at the time of its establishment because

of the following reasons.

(i) The land tenure system in Pakistan was very defective. The one-fifth land of the total
area of Punjab and 50% cultivable land in Khybar Pakhtun Khwa was the property of
landlords. There was 8.6 million acres of agricultural land in Sindh. Out of it 1.1 million
acres was o 124 Jagerdars and 6 million acres of land was the property of only

(i) The i ps was done by

on the mercy of unges

s in "Barani
ieultural land

was also remj un-cultivated.
(iii) The use out of date agri agriculture
could not g gress for long.

(iv) At the tifne 6f establishment of Pakis angfie

ici ailable for th
1 agriculture s
*(v) s“was done g
en or stan. There :
markets were existed fi sale,
th.
Q.10 The Trade Sector was undeve

Ans: Backwardness of Trade
Trade Sector was extremely backward at the time of establishment of Pakistan. The

causes of backwardness of trade can be described as following.

@) The country was mainly related to agriculture and the people were inclined towards the
cultivation. They had neither capital nor experience for trade, so they used to earn their
living through cultivation.

(ii) The British were responsible to end the Muslim Rule in India, they always took the
Muslims as their strongest rivals. They did not like that the Muslims to be stable and
prosperous in any way.

(iii) The British Government Policy was that the Muslim majority areas like Sindh, Punjab

using the people from these areas in defence services. i
(iv) The Hindu traders and capitalists migrated to India after partition. EERE
v) The refugees who entered Pakistan from India were skilled and educated but they had no
capital for the arrangement of business.
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. s '
Q.11 Was the number of Banks and their efficiency saﬁsfaﬂom atn.:x

time of the establishment of Pakistan? If notj‘; write down itg o,
Ans: Backwardness of Banking System %

The Banking System and its efficiency was not satisfactory at the time of
establishment of Pakistan. The cause of the backwardness of Banking System can be des cri;e;h'
ds

following.

(i) Trade as well as commercial banks were mostly owned by the Hindus. The, h
Muslims were also traders and businessmen, but they were handicapped by il::kt?f ;
capital. : ‘ !

(ii) - The Hindus were more experienced and wealthy than the Muslims that they pajq - ’.
attention towards trade, business and banking system. o

(iii) There were 631 Scheduled Banks in Pakistan at the time of its establishmen; y,
afterward they began to close due to lack of capital. "t

(iv) By that time, there was no central bank in the country. So, "The Reserve Bank of [ngj,

was constructed to perform the duties as the Central Bank of Pakistan also, The Bank
took no interest in Pakistan's Economy and always ignered the financial benefits of

Pakista

v) Undeﬂﬁt“stames, the establishment of a Central Bank was badly needed, g,
“the t f Pakistan" wasf€stab FegurareaTs Quaid-e-Azan
Muhammed Ali Jinnah on 1st July, 194 AR SLLE . in October

1948.
Q.12 Descr[
economy at

b

populagion. The migration of pop t the tif
on the e of Pakistan can be
(i) Besides er causes®f econoniic

created serious disturbance in Pakist

(ii) Approximately 7.5 millions refugees Je
the population of Pakistan increased rapid

(iii) The migration of homeless and helplesspeoplevinraiarge-numbe y economic
and social problems for the administrative machinery of Pakistan.

(iv) Though the refugees were educated and skilled but they had no wealth or capital to
survive with their own struggle.

) By that time, the administrative machinery of Pakistan was not in such a position to

arrange quickly food, health, employment and shelter for a large number of refugees.
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_IMPORTANT DETAILED TYPE QUESTIONS AND ANSWERS

Q.1  Define per Capita Income. Describe the causes of Low Per Capita
Income in Pakistan in detail, Suggest suggestions or steps to
increase Per Capita income.

Ans: Per Capita Income

The ratio of the national income tg the total population of a country is considered as Per
Capita Income. It is calculated by the divisi

on of Net National Income by the total population of a
country.

Per Capita National Income = Net National Income
Total Population of Country

The Cause of Low Per Capita Income in Pakistan

Per Capita Income in Pakistan is very low because of very low standard of living of the

citizens of Pakistan. T, any causes or reasons of the low per capita income in Pakistan
some of them are follo

(i) Agricul? m

Pakistan is mainly an agricultural coun

agriculture but the a depends upon un
Changes which mak :niency of the agric
income is also decreasid.

(ii) Pressure of Population
The
3% population
employment

@iii)

many ste o
but lack of natural resources has become a cause ofid

(iv)  Lack of Capital
The efficiency of savings in Pakistan is v lave been

increased due to inflation in Pakisfan, thus capital formation procs in Pakistan is of very poor
type due to low rate savings which also decreases the Per Capita Income.

(v) Unequal Distribution of Wealth
In Pakistan, the wealth has been accumulated within a few hands. A large portion of the

total population shares in wealth with few percent. The whole society has been divided into two

classes wealthy and poor. This unequal distribution of wealth is also a cause of decreasing per
capita income.

Suggestions and Steps to Increase Per Capita Income _
Following suggestions or steps can be taken to increase the per capita income A"

Pakistan. T

(i) It is necessary to end of the feudal system, so that true rewards should be given to
efficiency of labour.

(ii) Steps should be taken to stop the rapid population growth in Pakistan.

(iii) For increasing per capita income it is necessary to improve the standard of education and

to develop the use of technology in various fields of economy.

(iv) The steps should be taken for the equal distribution of wealth. :

(v) To improve the production in both agriculture and industrial sectors and steps should be
taken for the encouragement of foreign investment.
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icultural Backwardness of Pakistan i,

Q2 Write the causes of Agr

detailo
Ans: The Causes of Agriculiural Backwardness of Pakistan
When Pakistan was came into being on August 14, 1947, the s o condition of iy
country was very weak. The people were suffering from poverty e T:l’ery- i ;h“ Ve,
ulation earned livelihood through agriculture and cultivation. Per ectare yield in agriculeyy,
pop n agricultural country but faced the problem of fooq
the agricultural and economic

was very lo h Pakistan being a re Sector,
were the part of economjc

legacy because of the partition of the Sub-Continent. The causes of A

pakistan can be described as following.

Land Tenure System .
W Land Tenure System in Pakistan is always remained as the big cause of the agricultury|
backwardness in pakistan. The greater part of the cultivable land is th-e. property landlords, A
number of poor farmers work on these lands on very poor terms and conditions. Due to this unfair
distribution of do not work zealously therefore per acre production always

w. Thoug

land, the farmers

remains low. p
rrigat l’ m
i ’:'he irriga in Pakistan is 3 At he time of independence
wells and canals were used as the means of irrigafic aft usually on
the mercy of uncert i i er the establishm e problems of
water logging and sal ed. Almost 80 thous g_destroyed
the yield per acre like wheat,

by it every year. It also re oat s lelre any <
sugercane, g o, vegetables and fruits ir ;
(Hi) Sub

For 0 i from land watig h glity of seeds,
fertilizers,and pesticides is necessary. There were iti iding ty of seeds
and fertiliz the time of the partiti e Sub-Conuir y th r : rs were not
able to acquire ici b i ik - of seeds
and animal manure were used for the process O sl) - andard inputs are

gtanc § 2 cause of the
~ |

used for the process of cultivation. Thus the

backwardness of agriculture in Pakistan.
(iv) The Use of Old Equipments fo -
The equipments and machinery for cultivation have great 1m
agricultural production. By the use of modern equipments and machinery,

have remarkably increased their yield per acre. The farmers in Pakistan use
date implements for the process of cultivation. The use of Plough, Sohaga, Sickle, Khurpi with 2
Pakistan., Though the use of modern equipments

pair of bullock is common in the agriculture of
and machinery has been started but it is limited till now, thus these old implements are also

responsible for the agricultural backwardness in Pakistan. :
(v)  Defective System for the Sale and Purchase of Agricultural
Commodities ' OFal0)
There was no proper management for the sale and urchas iculfhpRl
X . e of th tura;
conrlll'nodltlcs at the time of the establishment of Pakistan. Nfither the:e wai\:gfl':/%‘u yiof.
;grlcultural warehouses nor organized markets existed for the sale of agricultural produce The
na::::;s had todfacc a number of problems to get the due price for their agricultural produce. .Even
e th:f:;:c‘ ure of agricultural marketing is very complicated in which middlemen get benefits
ers cannot achieve the due right of their labour. In such condition, the farmers do not

take interest to increase their production and per acre production remains very low

portan Bf increasing
the advanced countries
generally old and out of
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F;” Land Fragmentation

small and scattered holdings are also responsible for low yield per hectare. The laws of
peritance prevalent in the country is one of the decisive contributing factor for the division and

b-division of holdings into small and scattered units. Due to this situation, modern techniques
f agricultural

in
su : b
cultivation cannot be introduced. The land fragmentation is also a cause 0

packwardness of Pakistan.

Q.3 Describe in detail the causes of Industrial Backwardness in
Pakistan.

Ans: TYhe Causes of Industrial Backwardness in Pakistan

There were only few textile mills and some units of cement producers in Pakistan at the
time of its esmbl:shme.ut. However, a few small factories existed which used agricultural raw
material for.manufactunng process. The factories of cotton and jute, some flour and rice mills and
oil purchasing plants were including among those small-scale production units. The industrial
sector was very poor and even now it is unprogressive. The causes of industrial backwardness of
pakistan can be described as following.

(1) Industrial Policy of the British Government

It.was the policy of the British Government from the very beginning that industries not
to be csra_bhshed in the nt. The British Government wanted to keep the Sub-Continent
as an agricultural land e supply of raw materials to the factories in England was made
from the Sub-Contine hment of indust €ffor the
survival of factories and industries running in Brita

this region was unde respect to indus m
result of the partition Continent, so the also
undeveloped with resp ifidustries. Only 1406/ /indys sted i me of

establishment of Pakistan out of them just 24 units

o Sl
Capital r the indust oress. ] ; o0

private capitalists or ital s Tofmed as loar 10 i g, A '

establishmé&unt of Pakistan there were n ingtit §iLg 3 -

the investors ivate sect esita . ) ; in

amount of profit. Though many financial“institutions i : : akistan now but

the process of capital formation for the developmer
This scarcity of capital is the cause of industrial back
(ili) Unavailability of Natural Resogrce

Natural resources like coal, gas, petroleum etc. play a significant role in the development
of industries. Though Pakistan’is rich in natural resources but due to economic and political
policies of the British Government these resources were not discovered by that time. After the
establishment of Pakistan some quantity of natural resources was discovered but their production
through certain process was very expensive. Pakistan is still facing the problem of the shortage of
natural and energy resources. This unavailability of natural resources is a great obstacle in the way

of the development of industries in Pakistan.
(iv) Lack of Skilled Labour
There were very industries existed at the time of establishment of Pakistan, so the people
were not interested in industrial and technical professions. When industrial structure was build ap:
2 new , the administrative machinery of Pakistan had to import highly trained labour like=-3:
technicians, engineers and skilled workers from other countries. Even now, Pakistan is facing the- ==
problem of shortage of trained and skilled labourers in industrial sector, so the unavailability of

skilled labour is the cause of industrial backwardness in Pakistan.
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(v) Lack o nsporfatio leation Fa Tlitles
The means of transportation and communication play very import
development of industries. Their importance cannot be neglected from the rI:w ant roje |
production of furnished goods. Raw materials are brought to the factories thmlterlals to the
transportation and these means of transport also used for carrying goods from rgush Means of
markets. The means of transport like roads, rallways, grucks and others were Yaey r:::"ll)es to the
establishment of Pakistan In this reglon. Though transport and communication f, 11?01-: the
available in Pakistan but both transport and commudication systems are still undevelo ; { ties are

do not provide their services to industrial sector fully , so these defective "fm and th
communication systems are also a cause of industrial backwardness in Pakistan, port anq
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IMPORTANT MULTIPLE CHOICE QUESTIONS (MCQs)

Q.1  Choose the correct answer fbr each of the following fr s the given

options.
(1) Pakistan is a country of; ' o
(a) Agriculture (b) Industry (c) Trade (d) Economic
(2) Per capita income in Pakistan is very: ;
(a) Low (b) High (c) Consistent  (d) Attractive
(3) The use of outdated tools is one of the cause of backwardness of our:
(a) Agricultyre (b) Industry . (c) Banking System(d) Trade
(4) The British considered the Sub-Continent for the consumption of their commodities as:

(a) Cultivable land '(b) Geographical region
(¢c) Profitable markee ‘ (d) Tourism place

(5) The British always kept the Muslim majority areas of the Sub-Continent economically:
(a) Upgraded (b) Developed (c) Backward (d) Prosperous

(6 In the Sub-Co t ritish always considered this nation as their strongest rivals:
(a) The Hin Musli: 'he Sikl : viarnata

7) At the time o e, the Sub-Cont
() Machinery  (b) Manpower '

(8) The British ke im majority areas ¢
to:

(@) develop industeie
(c) obtain minerals
9) The Briti ‘
(a) the
(c) the ducstion ¢ ain't
(d) the establishment of publi
(10) Th lim majority area
conspi .
(a) Political leaders
(c) Industrialists
(11) The British established East India Company fo
(a) Agricultural purposes “ '

' enefits
(c) Trade benefits (d) Religious benefits A A
(12) Inspite of being an agricultural country, at the time of establishment, Pakistan had
face the problem of: ' . g : :
(a) Water irrigation . " (b) Soil fertility
’ (c) Food deficiency (d) Unavailability of farmers
(13) These were the main sources of irrigation at the time of establishment of Pakistan:
(a) Tube Wells . R . (b) Waells and Canals
(c) Rivers and dams ) “  (d) Karez and lakes . _
(14) One-fifth of the total cultivable land was the property of landlords in: , L
(@) Sindh (b) Kashmir - (¢) Punjab (d) 'Ba!uchistan\j

(15) 50% area of the total cultivable land was the property of wealthy landlords in:
(a) Gilgit (b) Baltistan (c) Khyber Pakhtunkhwa (d) Sindh
(16) In the beginning the cultivable lands were left on the mercy of uncertain rainfall;
(a) Deserted lands(b) Kharani lands () Baranilands (d) Flowery lands
(17) According to a report of the year 1955, 8.6 million acre agricultural land was located in:
(a) Sindh (b) Punjab » () Khyber Pakhtun Khwa (d) Baluchistan |
(18) In Sindh, 1.1 million acres of agricultural land was the property of only: 43
(a) 200 landlords (b) 180 landlords (c) 150landlords (d) 124 landlords
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19) In Sindh, 3000 Zamindars were the owner of agricultural land whose total area e
about: as
(b) 3.2 million acres

(20)

(1)

(22)

(23)

24)

(25)

(26)

(27)

(28)
(29)

(30)

(31)

(32)

(33)

(34)

(a) 2.2 million acres

(c) 5.4 million acres (d) 6 million acres

The advanced countries have increased their agricultural production because of:
(b) Animal farming

(a) o techniques
(d) Modern implements

(c) Foreign policy
i oil are considered as:

Coal, gas and mine i
i (b) Industrial resources

(a) Agm:ultural resources
(c) Commercial resources (d) Natural resources
The use of sub-Standard inputs is the cause of backwardness of:
(a) Land Tenure System (b) Irrigation System
(d) Agricu Itural System .
into small holdings is called:

() Transport System
d sub-division of cultivable land
) Land Picking

The division an
(a) Land Cultivation
’ (d) Land Fragmentation
ble lands in Pakistan:

It is res
(a) C (b) Law of Power
Food de i e of independence because

of:
(a) W""’J"‘/’”
() Tra ess

It was the Briti olicy to leave the
(a jo&i as
TR

Th it always avoldee

because:
) They wanted to estabueils d
anted Juorish 1

(c) Lan cumulation

1 small holdings and fragmentation of cultiva

@ n (c) Lawo Inheritance (d) Law of Society
cien lem was © at-the. ti

(c) Thep

(d) They wanted to preser
It has the basic importance for the de
(a) Water ) Policy make ital
It is commonly obtained through P g loans from
financial institutions:
(a) The right of ownership (b) Rent
(d) Interest :
he Sub-Continent

(c) Capital

The industrial sector could not make a remarkable progress in ¢

because of unavailability of:
(@) Na.tural resources (b) Capital
(c) Skilled labour (d) All of these
ctories and furnished goods t0

These play important role in shifting raw material to fa

market:
E:; ::::: :; capieat (b) Meanso, Tra tation
P (d) Natural resources
are considered as: B
— I:t?' ‘.: 7

Roads, railways, trucks, buses, aeroplanes etc.
(b) Means of saving time

(a) Means of saving labour
(d) Means of manufacturing

<) Means of transportation
ET tion
E;e ti("';flﬂ M‘;gapulation was presented by:
g: Lamarck | 8) Robert Malthus
e number of refuge . ) Professor Marshall
(a) 4.5 million Bees Wito came so B -d“sﬂl(:’;lt '-sh; nn’if of establishment was:
.5 million

(c) 6.5 millio
“ ) 7.5 million
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%)
(36)
(37)
(38)
(39)

(40)

(41)
(42)
(43)
(44)

(45)
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He Is considered as the

founder of 5
(a) David Ricardo ocialism;

(c) Adam Smith 5:; :‘::hb::u

The people in the Sub-Continent were professionally inclined towards:

(a) Trade and business (b) Agriculture and cultivation

(c) Scientific research . (d) Industries

The number of Scheduled Panks in Pakistan at the time of independence was

(a) 536 (b) 549 (© 631 (d) 696

It was entrusted to look after the economy as a central bank at the time of establishment
of Pakistan:

(2) Reserve Bank of India () Bank of England

(c) International Bank (d) Bank of Australia

The Quaid-e-Azam Muhammad Alj Jinnah inaugurated the State Bank of Pakistan on:
(a) 7th October, 1947 (b) 12th November, 1947

(c) 1st July, 1948 (d) 2nd October, 1948

The State Bank of Pakistan is

sued currency for the first time in the year:
(a) July, 1948 (®)

(c) December, 1949(d) January, 1950
It was estab Central Bank of Pakistan on 1st July, 1948:
(a) Nation

(B) Muslim Commercial Bank
(c) Habi

The National Bank of Pakistan was came InfB 5
(a) 1stjul
(c) 6th

A.D.

For the dete of per capita incon
(a) Total population

() T

The la.nda.rd of

(a)
(c) Less population

W
(a) High (b) Moderate




ECONOMICS AND ITS

SUBJECT MATTER

MIPORTAN’T SHORT QUISTIOHS & ANSWIRS

AR L Ll LT T .

Q.1  Define Wants and describe two kinds of Wants.

Ans: Wantis
All the desires and requisites of life in the form of certain goods and services whicl

become responsible for the economlic struggle are called Wants. They always keep man busy to
satisfy them. Food, Clothing and Shelter are considered as the basic human wants.

Kinds of Wants

There are two kinds of wants which are following.

() Econo
All tho h are satisfied by adepting-vasious.ccon0mic cause they
require money for theif sati ion are called "E Sogw: puditdy Batisfied by

doing labour. Thes ts are related to obta
consumption of weFﬁ! ey. Economic wangs
e

(a) s
(H) Hon-!conom < Wunn
ot require M ¢ called as
"Non-Econo ese wants
are the frc , spiritual
satisfaction etc. are include Non-Bconumlc
Q.2 efine Economic S lasses of

" Eco .
(i) ° Necessities (i1)
Ans: Economiec Wantis

All those wants in the form of certain re satisfled
only by the consumption of wealth or money are callcd Economlc W:mts These wants give an

inspiration to man for doing labour and adopting economic activities.

The Classes of Economic Wanis

Economic Wants are classified into three classes which are following.
()] Necessities

All those wants which are considered very essential for the existence and the formation
of a civilized life in a society are called Necesslties The concept of human life is not possible

for maintauung hfe

(i) Comforts — > |
All wants which are related to acquire such goods and services which make thi i

comfortable are called as Comforts, They are of less importance and life can be survived without
them but they add comfort in life. They also increase the power and efficiency of doing work. The
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use of milk, butter and ©Rg in breakfast, comfortable bed for sleeping, vehicle for movement,
telephone, refrigrator ete, are included in co

Iqra Economics for Class X

mforts,
(1) ﬁ:xurles - '
wants which are neither ne : & ; ihe
efficienrcy of doing work are called a fes. 17 for making life possible nor they increase

f d s Luxuries, They only give satisfaction to egoistic spirit and add
apparent dignity a.nd social status jn human life, Certain commodities are necessities for a man but
they may be luxuries for the other. For eXample a car, te!ephone and a bungalow are the necessities
for a minister and a h_tg_h Bovernment official or a diplomat but all these are luxuries for a clerk.
Television, Air conditioner, ornaments, jewellery, diamonds, gems, expensive conveyauce;
well-furnished residence etcare all included in luxuries. '

Q3  Define Wants. Mention or state any five characteristics of Wants.

(OR) Write down five characteristics of Human Wants. (OR) State
five characteristics of Economic Wants.

Ans: Wante

A o ———d Unlimited
want is satisfied, more nﬁ';r
(ii) Recurrin re

(iii) Com

Wants a etitive in nature. Sor their
satisfactiqn. As the wants which ar oSt imn the less
important to be satisfied la

(iv)  Altern ature
—‘crnarive in Nature
w

ants are alternative in nature becaus
alternatives are available. For example hunger ca
Similarly Rickshaw, bus, motorcycle or a bull cart

(v) Complementary in Nature

they are not fully satisfied without their complements. For example the desire of tea js satisfied
fully by consuming milk, sugar, tea cup etc.

Q.4  Define the following terms.

@) Wants (i) Goods and Services
(ii1) Utility (iv) Value
Ans:(i) Wants

All the desires and requisites of human life in the form of certain goods and_servicek: i

which become responsible for the economic struggle are called Warm. Economic Wants and
Non-Economic Wants are the two kinds of wants.

(i) Goods and gervices . : :

mmmmodides which satisfy human wants are callefl as Goods in
Economics. All these things or commodities have utility in them and they have a’satisfying power
of any hnm.an waat. Chair, table, pen, scooter, rice, wheat etc. are all considered as goods,
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The efforts or endeavours which are done in order to satisfy the wants of people by u_s-l:r
personal knowledge, skills and training are called as Services in Economics. For example a teach :
provides his service to his students, a doctor cures his patients while a musician, singer or an wer
provides entertainment to people. The endeavour of such persons are taken as thelr services, or

(iii) UniRy

The hidden power of a product or service by which any human want can be satisfied {
called as Utility. It is not necessary for the utilicy of a product or service that it may be uaefusl
because sometimes it may be dangerous to human health or society. It is considered as ueilj
because it satisfied human want. Everything possesses a utility but obtaining utility depends upot:
the user of that thing. For example wine, cigarettes, paan, gutka etc. are dangerous for health byt
they have utility for their users but those who do not use them find no utility in them. Utility is 5
subjective concept. It relates to miner sentiments and emotions of a person and it does not relate

to ethics.

(ivl] Value
The existing power in a product by which it can be exchanged with another product,

goods or services is called as Value. The value of a product cannot be determined until it is

compared to other rvices.
Kinds of Va
There are two of value which are following. !

(a) Value
The val modity which is rek
Value in Use. All &co oods and services po*
n

and wood etc. all have great importance in hu

ervice is generally considered as Scarcity butin .
rmined by the comparison of the demand of a
ty of supply of a commodity or a
s and air is not

The shortage of a commodity or a s
economics it is relative concept and is dete
commodity or a service. If the demand is greater than the quanti
service then it is taken as to be scarce. As we know that the scarcity of clay, stone
felt because their supply is far more than their demand. As compared to that the scarcity of food

d books ete. is always observed because of less supply than

grains, clothing, scooters, motor cars an
ic problems. Thus the relative shortage of

their demand. The relative scarcity creates econom
certain goods and services is called as Scarcity.

The, value of any product or a service if expressed in terms of money then i is-cal
Price. Price is a good source of measuring the value of a product or service. The price deteFmines
the value-in-exchange with respect to money. For example if 10 kg of cooking oil is bought by
exchanging Rs. 1500 then the price of 10 kg of cooking oil will be Rs. 1500. Similarly if 10 metres
of cloth is bought by exchanging Rs. 2000 then the price of 10 metres of cloth will be Rs. 2000.

(iti) Wealth

Money, gold or silver are generally conside
and services which contain the qualities of utility, scarcity and transferability are

red as wealth but in economics all those goods
considered a8
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wealth. It means all those goods and service which possess value are taken as wealth. If weatl)th 1;
invested for further production of wealth then it is called Capital. Here it should be reme:;:'lu e;'le
that capital is wealth but wealth cannot be considered as capital unless it is invested for the further

production of wealth. All economic goods as a house, motor car, gold, silver and money in the form
of cash all considered as wealth.

(ivl Per capita Income

The average share of each citizen of a state in the national income annually is called as
Per Capita Income. It is determined by dividing total national income of country with the t?tal
population per capita income determines the standard of living and prosperity of citizens in a
country. Per capita income of Pakistan is low because of many factors like high population growth,

deficiency of capital, low efficiency of labour, lack of political stability and unequal distribution of
wealth.

Q5  Define Value. Describe the factors which are responsible to create

Value. Define Value and state those qualities which are necessary
for the presence of value.

Ans: Value
The exis a product by wh
goods or services is‘€all ue,

Value is a
qualities are necessagy t isted in a product ¢
qualities can be described as following.

e o SNARE

: i fle reading
want.
() (11
The sho a commodity or service a
Scarcity. It is also an essential factor or quality that
paid due to the scarcity of a commeodity or service
(i) Transferablility
The third factor or quality of the value is transferabili
value can be transferable physically from one place to another
ownership can be changed. For example a motor car,

physically but a house or a piece of land cannot be s
nominally by the transfer of ownership.

Q6  Define Utility. What is meant by utility and write down the
important characteristics of utility.

Ans: Utility

The power, feature or quality of a commodity, service or person by which human watits

ty. Anything which possesses a
but if it is not possible than its
fridge and television are transferable
hifted physically therefore they are movable

are satisfied directly or indirectly is called as Utility. ~ > |

The Characteristics of Utility
Important characteristics of utility are following,.

(i) Utility depends upon the nature of human desire. Gold, silver and diamonds haye more
utility because people have a great desire of acquiring them.

(1) It depends upon the nature of ownership. For example there is no utility of a pen for an
illitcrate person but for a student it has a utility. -

(idi) It depends upon the nature of the use of commodities or services. For example if wood is

consumed for making high quality furniture, it has more utility than if it is used as fuel.
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The change of utility depends upon the

shape or form. For example the utility of sarba_g;

ample herbs and shrubs are considered
medicine making places.

Utility and Satisfaction.

(iv) .
is increased if it is used as fertilizer.

(v) Time and place both create the utility. For ex
useless in a forest but their utllity is increased in

Q.7  Write the points of difference between

Ans: Difference beiween Utility and Satisfaoction

hich describes the
roduct or service of]
t is called Utility.

The economic term W
quality or power ofap
satisfying 2 human wan

(1

A general term which describes the feeling
of happiness or pleasure after the use of a
commodity or service Is called

Satisfaction.

(1)

(2) Utility has its own existence because it is|(2)  Satisfaction depends upon utility because
a power or quality of a commodity or a it is attained after the utility of a product
service. or service.

[Example: r.':.‘:lr-'.lﬂrlghf:

Water has the uench the thirst Satisfaction of thirst is obtained when
of a person. water is drunk.

Q.8  Write the points of difference MﬁuLa

Ans: Differe Utility and Ine 11

(1) The power or quality of a product of|{1) 'cl! descfibes the
service isfyd t is called wof called
Utility. e s ==

(2) VUtilicy s megagive. "] is s“conBidered as

ositiye: . =

(3) Ut s not relate to ethi oral swll e al jor moral
sign_iﬁcan - 2 i

Write the points of differe E ts and

Q.9

Non-Economic Wants.

Difference b/w Economie
ECONOMIC WANTS

All human wants which require
materialistic goods and services to satisfy|
them are called Economic Wants.

Ans:

(1)

n =l [ ] | |
ldem =ll=a"0"NE"
anis
NON-ECONOMIC WANTS

All human wants which do not require
materialistic goods and services in order
to satisfy them are called Non-Economic
Wants.

(1)

' [Examples:
Wants of getting food, clothing and a

house are all economic wants.

(2) These wants can Pnly be satisfied only|(2) These wants do not require the
after the consumption of money. consumption of money for their
i _ satisfaction.
nomic activities are necessary in order|(3) Economic activities do not requiré/ el
y ) e -
to satisfy these wants. satisfy these wants. qj % 3 i"'hi'i

Examples:
Desires for air, sunshine and water are

included in non-economic wants.
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Q.10 Write the points of difference between Wealth and Capital.

Ans: Difference b/w Wealth and Capital

(1) All those things which contain the (1)  The part of wealth which i.s used to yield
qualities of utility, scarcity and further wealth is called Capital.
transferability are called as Wealih.

(2) Every kind of capital is considered as (2) Wealth is not considered as Ca{pital unless
Wealth. ‘ it is not used for the production of more

wealth.
Example: Example: )
A person gets Rs. 5 lacs from his father. A person gets Rs. 5 lacs from his father, he

He keeps 2 lacs with him, this cash money

invests Rs. 3 lacs for buying shares, this
is his wealth.

investment is his capital.

Q.11  Define Wealth and state the kinds of Wealth.

Ans: Wealth
All those services which ¢
ideére

transferability are ¢ ealch.

Kinds of Wea
There are fi .aﬂxds of wealth.
(i) Persona

The wealth which is belonged to a perso

. ial goods
or services is \lﬂ-‘ u
(ii) SOCIM!mE ealth -
The -and properties which are collk sbciety are
cp A

conside as social or common wealffi. i

i i@s etc. are
considere ial or com u n _ v
(iif) National Wealth ‘E-
All the assets and resources available in & ieh are in nership
of the nation are called as National Wealth. All rik urces like sts, rivers

streams, metals, minerals, oil, gas etc are included InNati
(iv)  International Wealth

The sum of total national wealth of all tﬁe countries of the world is called as

International Wealth. It inc]ugled such things which are commonly shared by all countries like
oceans, space, scientific knowledge etc.

Q.12 Define Economic problem and state the examples of the nature of
Economic Problem.

Ans: Economie Problem

The problem which is related to the production, con sumption, distribution and finan g
order to organize a system for satisfying human wants is called as Economic Problems.\j o 3

The Nature of Economie Problems

There are many economic problems existed which have to faced by mankind but the
nature of basic problems can be described with following three examples.

(i) Human desires or wants are unlimited.
(ii) The resources for satisfying the human wants are limited.
(iii) How can the available resource be managed to satisfy more human wants.
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Ans:

Q.14
Ans:

Q.15

Ans

(1)

s for ¢

Define Economics in the words of Professor Marshall. P
Marshall's Definition of Economies
Professor Alfred Marshall has defined the Economics in following words.

"Economics is the study of mankind in the ordinary business of life.

It examines that part of the individual and collective efforts of

man which are closely connected with the attainment and use of

material requisites for acquiring a prosperous life. So, Economics

on one side is the study of wealth and on the other side is part of

the study of human life." (Professor Alfred Marshall)

Define Economics in the words of Professor Robbins.
Robbin's Definition of Economics
Professor Lionel Robbins has defined the Economics in following words:

"Economic is the study of such human behaviour which is adopted
as a relationship between ends and scarce means while the means

(Professor Lionel Robbins)

can b tively".

Give a n of the de
Professor Mars

According
are studje
the materia

(2)

Marsh scopé

because of its concept of materialisti
welfare.

3)

eans and

-------- i-wants-in-Robbin's‘definition is
universal.

Marshall's definition is not universal.

(4)

Marshall's definition divides the human

activities in two categories material and
non-material.

(4) Robbin's definition considers all activities

associated to economic aspects of huma.nr
life.

(5)

Robbin's definition is applicable to all

the economy of capitalism. kinds of systems of economy."

Marshall's definition is only applicable tol(S)
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" IMPORTANT DETAILED TYPE QUESTIONS AND ANSWERS

Q.1 Define Economics. State the subject matter and the scope of the
study of Economics.

Ans: Economiecs

A progressive social science which deals with the study of all those methods, mﬂytical
ways and human activities for satisfying human desires, needs and wants is called Economics.
There are three most popular definitions of economics.

(i) Economics is a science of wealth. (Adam Smith)
(ii) Economics is a science of material welfare. (Professor Alfred Marshal!)
(iii) Economics is a science of scarcity and choice. (Professor Lionel Robbins)

The Subject Matter of Economiecs

The subject matter is the real essence of the study because through subject matter the
significance of the study is determined. Economics is a social and normative science. The subject
matter of Economics can be understood by analysing various definitions of Economics as given by

Economic experts. A i Marshall the economics is the subject matter of study of those
economic problems ated to the materj .50, thiough.individ ad collective
efforts material requisi be provided m pre jmy orde; y welfare,
economic progress and prosperity.

Another xpert Professor|R 3 atter of
Economics is actually to the purpose of s g mindi y limited

sources. According to Robbi hen means are limited ti en the man
should follow a ce ine of action in order to | omicp sitgation, the

in |
wants may be “ﬁm

“’: of prefere uby fpre ands ¢ gl the most
3 able to solye mar €onomig probler.s. gording to

important
Robbins, the solution o Oriic problem b ne iomis|agrually the
subject wgatter of Economics. In sh be § o "of '-éf ialfrequisites for
human pro d prosperi i wan g ng a certain
line of action is the esﬁ' or the subﬁ' matter Bf u ﬂ |
The Scope of Economies s P t "

Scope means the field of study, Econlc a/Wwide-ra e€ause it is
considered simultaneously as a science and as s considered as cience because its

knowledge is systematic and based upon observation and experimentation. It describes various
methods, theories and laws which help in drawing economic policies for progress and prosperity.
Economic is also an art because of its division in various branches which provide practical guidance
for the solution of economic problems. It is an art because its laws and principles are applied on a
society for obtaining results. Economic is the knowledge about facts and it is also the knowledge of
proper economic guidance. It is a normative and social science which deals with problems for
achieving positive and better results. The scope of economics can be explained through the topic
which are brought under the study of economics such as determination of price, production, cost
concepts, income concepts, national income, money and banking etc. Thus the study of economics
helps in social and economic development in society which further creates an atmosphéze ofl=!
establishing international trade. :

Q.2  Define Economics and explain the advantages of Economics in“fhe:
daily life. Define Economics and state the significance of the study
of Economics in practical life.

Ans: Economiecs

A branch of social sciences which deals with the study of human activities, resources,
methods and analytical ways for satisfying human desires, needs and wants is called Economics.
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—ccording to Professor Marshall, Economics is the study of all activitje, Which 3
N :

Chap.3: E

" 3 hievi re and more material welfare.

tew for achieving mo  we
i :\c::‘:l::rding to Professor Robbins, Economics is the study c'yf human behavigy, a
(i1) relationship between unlimited wants and scarce means which have alternatjy,

thus it is a study of scarcity and choice. '
Advantages, importance and Significance of Economics in Life

The study of economics has great importance and it? significance is increasins da
day. A country which has strongest in its economy also acqm:res'the strongest position j, thi
world. The advantages, importance and significance of Economics in daily of practical [jfe = is

UIQ"

n
described as following. i ) _ be
(i) Economics produces a balance in resources and their demand In a society. This by,

can help in the development of a society. The study of Economics gives a critica] yiew‘;

all resources and their consumption in a country.
(ii) Partially sale and purchase of available sources is considered as trade, the stud

Economics explains all those laws and principles which are helpful in c“‘blishi: of

successful trade. ga

(iii) Man i earning more and more wealth because it helps him in Satisfying b,
wan f Economics desgribessthe of carnin hebistait also demo‘:
the skills e of wealth corregtl

(iv) The study of Economics presents human effor,
which ized successfully t i rous life.

(v) The s nomics is helpful p dness becayse
of the application of its analytical njethgd s and practical laws,

(vi) 10mics creates a ; ity of 2 natiop
ﬁes able to | vie esources, thys
an be done sucd .
(vii) e study o conomics is helpful fo Aming :
their business. It is he the go ¢ 10PN qalt pmic planning,
(viii) 1dy o 1sdelpful for q sithe consumers
how to distribute thelr limited - : dods to obrain

maximum satisfying.

On viewing the above points, it i§ dle Economics is
very extensive. Its study describes all the p g plar ity. A nation can
only get stability after obtaining the correct ge of the study of Economics. It is also
necessary for establishing freedom and for making national identity.

Q.3 How does an economic problem arise and how it is solved? Define
economic problem. According to Robbins the solution of an
economic problem is only a certain line of action. Do you agree to it?
If so, then prove it.

Ans: Economie Problem

human wants by the available scarce means is called Economic Problem. r.t £
The Appearance of an Economie Problem 7 | wEEE

Human wants are unlimited, an infinite series of human wants remains continue wit!
human life. Nobody can claim that all of his wants have been satisfied and he has no need to satisfy
any further want. Everybody feels hunger at a time then another he needs water. Sometime ont
feels the desire of clothing then starts to feel the desire of having good conveyance. When .iﬂ
existing wants are satisfied than new wants starts to create in mind, so the series of wants I~‘-""““’"‘E
continue til! the last moment of life. So an economic problem arises because of existence 0
unlimited kurman wants.

-
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The Solution of Economic Problem

For the solution of an economic problem, it is necessary to adopt a certain line of A
this certain line of action is adopted because of the existing limited resources. The phrase “scarce
means” does not mean that there is vast shortage of goods and services in the world. It is not so,
many million tons of grain is produced every year in the world. Billion metres of cloth is
manufactured, millions of motor cars are manufactured in factories and million barrel of petrol is
extracted from its source. It seems very strange that such a mass production is short for human
wants, but infact it is true, such a mass production remains insufficient to meet all the
requirements of mankind. The production of goods is different in different countries of the world
so it is commonly observed that if a country faces the problem of the shortage of food then the
other faces the problem of the production of cloth and other necessities of life. It is proved from
observing all these facts that the existing resources are for less than the collective human demand
or needs. This shortage of scarcity of the resources Creates an economic problem. Economic
problems are also concerned with the production methods by means of existing limited resources:

For the satisfaction of humn economic wants, following resources are available.

0] Natural resources like land, climate, minerals, forests etc.

(ii) Artificial resources like machines, tools, roads and bridges etc.

(iii) Human resou cers, doctors, craftsmen and other skilled labour etc.
All the reso . no! .

ve mentioned
they are certainly less to their need ank
resources for the production is done very carefully jin
from the use of these - For example i ¢
both are existed then uld be used in sugk
should determined acco

the maximum satisfaction can

and the prosperity in human lLife is a .
Robbins suggested that the economic problems can b
order to choice of satisfaction step-wise through scafc

limited income so either they can buy medicines or medicines must be preferable than the need of
toys because the health of the sick child is more important than the provision of toys for his
playing, so the limited amount of money will be spent on medicines. It means the economic
problems must be solved in accordance with their state preference or choice. So this is certain line
of action which has been suggested by Professor Robbins.

Coneclusion

We agree that Professor Robbins has suggest the best solution of economic problems.
we know that four factors are responsible for arising an economic problem which are following

(i) Human wants are unlimited (i) Resources are Iimita'j

(iii) Human wants are not equally important

(iv) Resources have alternative uses.

As human wants are unlimited therefore, all the wants cannot be satisfied. By keeping
this fact in front that all human wants are not equally important, so these wants should be satisfied
in their state of preference or choice. First of all man should prefer to satisfy his necessities and
then should think about comforts. In the last he should try to satisfy his. wants about luxuries, if
his means allow him to do so. As the limited resources can be put to vanous_uses. so man should
choose the best way or utilizing the scarce means in order to get maximum satisfaction from them.
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\
IMPORTANT MULTIPLE CHOICE QUESTIONS (McQy)
——
Q.1 Choose the correct answer for each of the Jollowing from the gi,
options. en
(1) He is called the father of Economics: :
(a) Alfred Marshall(b) Robbins (¢) Ricardo (d) Crowther
(2) The part of wealth which is used for further production of wealth is:
(a) Capital (b) Utility (c) Scarci d
3) The thing which has the capacity to satisfy any human wtznt is cafle)d; Tmafeubmty
(a) Price, (b) Transferability (c) Scarcity (d) Ul
(4) The ability of satisfying a want is called: =y
(a) Commodity (b) Value ¢) Utili
(5) In Economics, resources are: ( Y (d) None of these
(a) Scarce (b) Unlimited c) Free
(6) He is con ¢ he founder of Economic:f: @ VS
(a) J.S. ) Adam Smith (c)
(7) The fir nomics was writ ;
(a) Lionel Robbins(b) Robert Malt
(8) The Boo f Nation" is writte
(a) j.S.m (b) Adam Smith
9) All ancie iZalions of the world :
(a) Sea (b) River
(10) Th " has been
g ]
C
(11) ants are: i
(a) Limited (b)
(12) . B
(a) Liaquat Ali Khan
(¢) Quaid-e-Azam
(13) The kinds of human wants are:
(3) —T‘ﬂ '(b) Three -
(14) On the basis of importance, human wants are classified into:
(a) Twoclasses (b) Three classes (c) Four classes (d) Five classes
(15) Economics has been classified as:
(a) Narural Science (b) Social Science
(c) Culrural Science (d) Religious Science
(16) The name of the famous book of Professor Adam Smith on Economics is:
(a) Rrinciples of Economics (b) Theories of Economics
(c) Wealth of Nation (d) Analysis of Resources
(17) The shortage or less availability of a~thing in economics is called:
(a) Price (b) Utility (c) Scarcity (d) Value
(18) The famous book "Nature and Significance of Economics" has been written by:
(a) Professor Adam Smith (b) Professor Alfred Marshall
(c) Professor Robbins (d) J.S. Mill
(19) For satisfying these wants, the consumption of goods and services is necessary:
(a) Cultural Wants (b) Economic Wants
(¢) Non-Economic Wants (d) Spiritual Wants
(20) There is no need of the consumption of material goods, services and money:
(a) Luxurious Wants (b) Necessities

.(€) Non-Economic Wants

(d) Wants for comforts
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(fﬁ Sunshine, air, water, love of parents and spiritual peace all are included in: '
() Comforts (b) Necessities () Luxuries (d) Non-Economic Wants
(22) Food, clothing and shelter are included in:
(a) Necessities (b) Luxuries (¢) Comforts (d) Pomp and Show
(23) These provide ease in life and also increase the efficiency of work:
(2) Services (b) Comforts (c) Necessities (d) Luxuries
(24) These wants are nelther essential for the completion of life nor they increase the
efficiency of work:
(d) Necessities  (b) Luxuries (c) Comforts (d) Non-economic wants
(25) A comprehensive definition of Economics has been given by:
(a) Professor Adam Smith (b) Professor Marshall
(©) J.S. Mill - (d) Professor Robbins
(26) According to Adam Smith, Economics is sclence of:
(a) Material Welfare (b) Scarcity and Choice
() Wealth (d) Ethics ‘
(27) Adam Smith wrote first regular book on Economics in the year A.D.:
(@) 1576 676 (©) 1776 (d) 1876
(28) Air and water
(a) Non-m

(c) Economic goods

(29) According to
() Wealth R

-

(30)
(31) i i iclg
(a) Television (d) War
() ] ,
() Scarcity
(33) He called Economics as the "Gospel of Mar
(a) Alfred Marshall (b) Robbins
(34) The existing power of a thing through Other goods and
services is called:
(a) Utilicy (b) Value (c) Scarcity (d) Price
35) When the value of certain good or service is expressed in terms of money it is called:
(a) Udlity (b) Price (c) Transferability (d) Wealth
(36) Utility, Scarcity and Transferability are the factors which create:
(a) Capital (b) Wealth (c) Price (d) Value
37) He is considered as the father of modern Economics:

(a) Alfred Marshall

(b) Professor Adam Smith
(c) Professor Robbins (d) Ruskin

(38) Human wants are unlimited, resources are limited, wan

ts are not equally important an;
means have alternative uses. These four factors when act together then it arises: = |
(a) Economic activity

(b) Economic struggle
(c) Economic problem (d) Economic well-being

(39) Land, climate, mineral and forests are considered as:
(a) Economic goods . (b) Natural resources
(¢) Artifical resources (d) Power resources

(40) For the solution of an economic problem the proposal of adopting a certain line of action
has been given by:

(2) Professor Adam Smith (b) Professor Marshall
(<) Professor Robbins (d) David Ricardo
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Chap.4: The Basic Concepts of Economics et o G

Chaprer 4
THE BASIC COMCEPTS

OF ECONOMICS

IMPORTANT SHORT QUESTIONS & ANSWERS ;
S
Q.1 Define National Income. Write five sentences on National Incom
(OR) What is meant by National Income? Explain. .

Ans: National Income
The definition of National Income can be explained in five sentences as following,

(i) The income which is obtained by the factors of production land, labour, services during
one year | National Income.

(ii) It is th& ch is obtained fromealis=e ors of productio orm of reqy,
wages, Ite profit from good

(iii) If the worth of goods and services islk
as Natio . If the expendi
is sub | e National Prod then

(iv) The aggrtga or income, whichiarigs

services by the nation' nomy is cg ‘ io LT
W) - N \i[s e econom isiohy offi: & Yatibnal Income
re Fformance of chi . 39y he ' ation of per
ca me. e
Q.2 N\ What do you un nd | itRasome basic
c i e ugéd in Ego ics
o

Ans: Basie Concepis

Some fundamental terms are frequer
specific meaning in order to understand the sibject matter o 0 the s
fundamental terms in Economics is considered as the basic concepts. Some basic concepts of
Economics are following.

(i) Goods and services (ii) Income
(iii) National Income (iv) Savings
W) Consumption (vi) Investment

Q.3  Define Income and describe the two major divisions of Income.

Ans: [Income
A reward or remuneration which is received by a person usually in the form of mone) for

his personal service or labour or the services rendered by his property is called as Income. Intds E

is generally received after a certain period. For example a labourer works physia&%
his payment in the evening for his labour. A clerk works in an office and receives his

of every week. Thus the determination of income is made with respect to a specific period or ux;;
as daily, weekly, monthly or annually: For example a person works as a clerk in an office and
monthly salary is Rs. 15000/- then his income will be Rs. 15000/~ per month.
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Major Division of Income

Income is generally classified into two major groups which are following.
) Personal Income
_—-———l—-“

The income which is received a person through his labour, skills, service or business is
called as Personal Income. For example a person deals with a business on small scale and through

his business he receives Rs. 80:000 per month. So this income is called his personal income
because he earns it from his own business,

(i) National Income

The sum of total money value of all
of all factors of production land, labour,
during a year. It is also expressed in te
income. National Income is calculated o

goods and services produced in a country by the use
capital and organization during a specific period generally
rms of the aggregate expenditure or the aggregate factor
n the basis of Gross National Product (GNP), which reﬁ.:rs
either to market price or to factor cast. In case of market price, National income is calculated with
the reference to the market price of goods and services product during a year. On the contrary,

national income at factor cost is calculated by adding up incomes received by the factors of
production. E
Q4  Define f :

) ings (ii)
Ans: (i) Savi uﬂ Bn.t.

The part of remains un

Saving. Saving is taken as the difference between

M co ll
The p g like mon
human wants is ptﬂm. consumptic
In

is called ag Consumption of Wealth.
i)

is considered as real investment but if the additio)

the expenditure are acquiring on acquiring old
investment,

Q5  What is meant by Consumption in Economics? Explain.
Ans: Consumption

- The direct use of anything in order to satisfy human want is called Consumption. If
money or capital is used for satisfying human wants by the exchange of goods and services then
this consumption is called Consumption of Wealth.

In order to understand the term consumption, we consider the examples from our dail

" life. We eat food whenever we feel hunger, drink water on feeling thirst, we use tea or ¢ .
feeling the desire for them. All these human wants are satisfied by con®mmption of certain th sy

In other words, it can be said that consumption means that part of goods and services Whigh [’

used for the satisfaction of human wants. There is a close relation existed between f e

income and the consumption. If a person earns more income, he will certainly spend more on

consuming goods. The consumption will also become less in case of less income. We satisfy our

Wwants by the direct consumption of goods and services until their utility becomes ended. The

utility of certain goods ends immediately like bread, water, tea and newspaper etc. while

8oods possess long lasting utility like dress, house, motorcycle, car, pen, book etc.

many
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Q.6  Define Saving and state the factors which are necessary for g
Define Saving and differentiate between "Power to Save" ang
Save".

Ans: Saving

The part of income which remains unused from the expenditure on da
Saving. Saving is taken as the difference between the income and expenditure.

Factors that Determine Saving

The factors which are necessary for saving are following.
(i) Power to Save (ii) Will to Save

(i) Power to Save .

The power which inclines a person towards savings is called as Power to Save, It

Clagy
ﬂ?l‘nx.
n W l. l l to

ily life is calleq ,,

upon the income and expenditure both. If income is more but the expenses are less then :h?pmm‘,d:
to save is created. Thus the power t6 save increases with the increase in income.
Example
If the i e of a salaried person Rs. 2,50,000/- but his annual expenditures 4
Rs. 2,00000 then can be determined by the following equation. .
= Income — Exp
= 2,50,000 - 2,00
=» ' i = Rs. 50,000
(i) Will
The prése desire for saving i 2 8¢ : 8r factor which
promotes the habij i person keeps al ire protection and
protection he will certai : ng. B pérson does not
like to sa & would not b i Mginspi is han@s@me amount of
salary. " "

Ans: [In '

The part of the disposable income
getting further production of wealth is called &s

Kinds of Investment
Important kinds of investment are following.
(i) Financial Investment

The investment which does not create a new capital assets is called Financial Investment.
It helps in transferring assets from one person to another.

(ii) Real Investment

The investment which creates new capital assets is called Real Investment. When 1
person sets a factory or workshop, it is his real investment.

(iii) Private Investment —

The investment which is provided by private entrepreneurs on purchasing capital as
like machinery or in the construction of an office or godown etc. is called as Private Investi
(iv) Public Investment

The investment which is provided by the government for purchasing of capital assets like
machinery, buildings without any profit motive is called as Public Investment.
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Q.8

Ans:

(1)

Differentiate between Gross National Product (GNP) and Net

National Product (NNT).

Product

Gross National Product (GNP)

The total market value on the basis of]
price or total production of all final goods

and services during one year is called as
Gross National Product (GNP).

(1)

Difference b/w Gross National Product and Net National

Net National Product (NNP)

The total market value of all final goods
and services which is obtained after the
deduction of the value of depreciation of]
all capital goods like machinery and tools
is called Net National Product (NNP).

t.—lr-f_:‘r';'-":

[=

(2) It is the review of the economy of al(2) It gives the information of the total
country. It gives the information about the production of a country.
efficiency of an economy,

(3) Itis measured in the form of money. (3) It is measurdd by deducting the expenses

of dépreciation from Gross National
Product.

(4) It gives the e production|( orrect measuremeft of the
value in the fGrm of foreign exchange i of a ds and
received by forej and the services s. |

(5) The calculation Jof s is done for| ]
avoiding double counting. \ & c‘h ac : e.:-e e

" Do LB e,

‘ =
D (GDP). m " . .
Ans: Difference b/w omestie
S g
ui

(1) The total market value of final goods and o arket v ods and
services produced in a country during one e oduced Wwithin a
year is called Gross National Product one year 1s called Gross
(GNP). _ Domestic Product.

(2) The remittances are included in Gross (2) The remittances are excluded from Gross
National Product. Domestic Product (GDP).

(3) It gives the measurement of total value o (3) It shows the economic efficiency of a
production of good and services during 2l country or nation.

! year.

(4) It is computed as the sum of the total|(4) It is computed after the deduction of the
market value of final goods and services cost of production from the total mam
and all productive expenditures. value of goods and services. i g

(5) Agricultural production, industrial[(5) It is the first measurement-of nat]
production and the services are included income which equals to the sum of the
in Gross National Product.

values of all factors of production.
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Q.10 Differentiate

Domestic Product (GDP).
Ans: Difference b/w Net Nationa! Produet and Gross bo%

Product

Net National Product (NNP)
The total market value of all final goods|(1)
and services which is obtained after the
deduction of the value of depreciation o
all capital goods like machinery, tools is
called Net National Product (NNP).

1

Iqra Economics for Clag, X

between Net National Product (NNP) and Grog
:

Gross Domestic Product (GDp)

The total market value of final
services which are produced W’ithin
country during one year is called g,
Domestic Product (GDP).

It is computed of the deduction|(2)
depreciation allowances and replacement
charges of capital goods from Gross
National Product.

2)

It is computed after the deduction of 3]
cost of production from the total may
value of goods and services.

(3) It gives the correct computation of the|(3)

It shows the economic efficiency of 4

' market ction.
(4) Itis the ment of the natiog
income A
(5) Itisalso si d as national incom
market p
M 0 H E HENR

£
.

counic




country during a specific period Or 2 certain year i’:‘)d]ul:;:'l::ii;f] tll;::o il:l goods and services in a
Some of th H hal l bme
€ Important concepts of Nationa] Incom
(i) Gross National e kllowing

ces, replacem
cost of the capiral = t i Of
industrial producti b

(iii) t
The total market value o
coun ing a specific period o
factors of i .
producti ; i :Lj i
lremqlliI‘Ed fbr a i i F!"dll«-“"-l D D cnasing

ross Domestic Product is computed.
For example the Production of value from one acre land is Rs. 50,000 while the expenditures for
the production is Rs. 15000. In this case, the Gross National Product wi

production included in Gross Domestic Product which is produced within a co;:.nt:ry. The foreign
production or. imported items are not included in it. The earning from overseas

excluded from Gross Domestic Product. In other words the Domestjc Product (GDP) may be

defined as the total volume of goods and services by means of inland factors of production after the
deduction of expenditures of production. ‘

Q2  Define National Income. Write the names of the factors on whie
National Income depends. Also state the significance ¢
importance of the measurement of National Income. ~—=

@ns: National Income

The total income which is received by all the factars of production land, labour, capital
and organization as the remunerations for their production of all the final goods and services in a
country during a specific period or a certain year is called National Income.
Factors that Determine National Income

The factors which determine National Income are following.
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@) Natural Resources (ii) Artificial Resources X‘mz

(i) Human Resources (iv) Capital Goods

v) Technical know-how (vi) Desire for Development
(vii) Power Resources (viii) Transport Facilities

(ix) Division of Labour (x) Political Stability

Significance and Importance of National Income
The significance or importance of the measurement of National Income cap be

as following. d'-‘ﬁ'ibq

(i) National Income shows the economic conditions of a country. Its measuremeq;
increase per capita income by adopting various economic policies for the develo b
()  The facts and figures obtained from the measurement of National Income durt ™2
rate of economic progress in a country. ‘ermine p,
(iii) The measurement of National Income is proved to be very beneficia] e
economic analysis of the existed economic problems. m‘h"l
(iv) The measurement of National Income provides great help in framing out neyw
policies. It is helpful in making budget, industrial, agricultural and labour polici .
- W) The facts and figures obtained from the measurement of National Income have the b...
- im i gconomic planning. € basi
vi N. e and its measurement gives information to .
d& tment. Thus it he TS for ey

FOR
MORE!!!
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IMPORTANTY MULTIPLE CHOICE QUESTIONS (MCQs)

QI Choose the correct o

options. nswer for each of the Sollowing from the given
) It is not included

" (b) Investment
Q) Net National Product (NNP) is equal to: W Al Product

() Gross National Product + Depreciation Allowances

(b) Gross National Product - Depreciation Allowances

(€) Personal Income — Taxes (d) Gross National Product - Subsides
Q) National Income does not include:

(a) Profit and Rent |

(€) Wages and Salaries T o B

(d) Transfer Payments
4) The income which indicates the living st d X
@) Parsonsllncog & standard of the people of a country is called:

() Dispo (b) Per Capita Income

al Income d) Net Nat
(5) Per Capit pe (d) National Income
(3) Nati Population
(<) National Income x populauon
(6) Land, labo d organization
(a) Cost on
(c) F

o A set of terms with their s mean

(a) i '
(8) The Payn¥ent which is

. our ¢ or b dlis called:

(a) Investment ®) u ons Stic om

©®) ¢ income which bel person Bbtalfiey OU gl LT skills or
bus
()
() Natdonal Income

(10) The market value of total final goods
(a) Land Production
() National

(I1) . If the repairing cost and depreciation of
value of all goods and services then the

: onsumption
(d) Instantaneous Production
machines is deducted from the total market

remaining amount of money is called:
(a) Personal Income (b) Con!pany Income
(c) Profit (d) Na
(12) The total market value of all final goods and services produced in a country during a
certain year is called:
(a) Market Product (b) Factory Product
(c) Gross National Product (d) Net National Product
(13) The total volume of goods and services produced within a country by means of inluid
2 ~—F~7 "'"':-‘T' i
factor of production is called: - . P
Agricultural Product Gross Domestic Product
::; Net National Product (d) Industrial Product
(149) mum:mmmmmmuc{:um o
(a) Profit (b) Wages (c) terest

; this action in Economics is called:
(15) - mt:-:u R o () Consumption (d) Savings
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(16) The part of income which remains unused after meeting and i :
h g an expenditures .
(a) Capital (b) Savings (©) Wealth @ hr ™
(17) ‘(ﬂ;e d‘iference between Income and expenditure is called as:
a ealth (b) Income (¢) Utility (d) In
(18) Consumption has a close relation with: vestment
(a) Income (b) Utility (c) Value (d) Exchange
(19) The determination of income is made on the basis of:
(a) Price (b) Efficiency (c) A Certain Period (d)  Physical Powe
(20) hﬁ;ﬁgloyment of money in such activities which give an opportunity of getting in
(a) Trade (b) Business (c) Investment (d) Utdility
1) The repairing and depreciation expenses of capital goods like machines and tools an
called: :
(a) Cost of Production (b) Variable Cost
(c) Productive Expenses , (d) Depreciation Allowances
(22) If a person purchases a eaxi, bus or a truck and uses it for getting further production of
weal i action is called: .
(a) n (b) Satisfaction (c) Investment (d) Savings
(23) Savi apon two factors which are power to Save and:
(a) Power to eam (b) Power toj¥ " {0 sav. {) Will to spend
(24) The cami overseas worker :
(a) nal Product : Dt
(o) come : ' .
tic Product consists {tamal sul diEil"Gnali geoliasats ces which are
: he country
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DEMAND

IMPORTANT SHORT QUESTIONS & ANSWERS
Q.1 Define the following terms:

@ Demand Gi)  Demand Schedule
(iii) Demand Curve
Ans:[i) Demand

A desire or wish for which the power to purchase and will to purchase both exist in order
to satisfy it is called as at quantity of a commochty that a person is wﬂhng to buy ata
given price is called as mand. The total guas
willing to buy at a giv: ice'i as Market Demg
(] Demand

A list which us quantities of
different prices in the mark ed Demand Sch
demand for a commodity at its different prices. _
(i) Dema l !fl =

A grap demand sct » ) wrve. i
the trend of dem o Chinges in prices ofia ¢oms 4 raw elp of
demand s ule.

Q.2 Dist1
st Difference b/w Demand and D\
' DEMAND DESIRE

(i) gs or
man or external stimuli but will power is external stimuli but will power is not
included to it. included in it.

(i) It is necessary to obtain some utility|(ii) It is not necessary to obtain utility|
through demand. through desire.

(iii) There is no element of copying the others|(iii) There is an element of copying the others
in demand. is present in desire.

(ivy Power to purchase and will to purchase|(iv) Power to purchase and will to purchase
both are necessary to fulfill a demand. both are not necessary for creating a

desire.

(v) A certain period is required to determine aj(v) No specific period is required to d\et_e/n%
demand. a desire.

Q3  Define Demand and state the conditions for demand.

Ans: Demand
A desire or wish for which the power to purchase and will to purchase both exist in order
to satisfy it is called "Demand".

The Conditions for Demand

There are three essential conditions for demand which are following.
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Power fo Purchase

O i be called demand in Economics
he desire or wish for anythn_lg cannot be . unless
rchase :m:ent with it. For example most of the people have a desu'?. of k'eeping a car oi'“"h;n
lf::: they have no money for buying them, so their desire come not trué but if they have Pu:%
power then their desire becomes a demand. _ tha,h'

(i1) Will to Purchase

Besides the power to purchase, will to purchase is also necessary for demang, Most of
people have no will to buy a certain thing inspite of having much money to buy because of v, .
reasons. For example a person keeps a desire for buying a motorcycle. Though he also keeps p,
but he does not buy a motorcycle, then his desire cannot be changed into demand. )

(ilii) The Price of Commodity

The completion of a desire is not possible unless the buyer is aware of the market p.;
of that commodity. The market price helps the determine the quantity of Purchasing o
commodity. For example if a person has a desire of buying mangoes but he does not aware gof° 1
market price of mangoes, so he cannot be able to show the quantity of purc.hasing. S0 it §
necessary for b knows well about the market price of commodity. “

Q4 St of Demand.
Ans: o mand

The Law of Demand
Ala i lains a relation b
Law of Deman? E
ings remaining the
commodity rises, its demanc

s MORENL.. 4

Ans: Assumptions ¢

| )
: (il
(iii)
(iv) The probability of rising the price of 2
) There is no change in the populatiol"e
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_IMPORTANT DETAILED TYPE QUESTIONS AND ANSWERS

Q1 Define the Law of Demand and explain it with the help of a
scheduled and cure. D

raw the schedule and the curve of the Law of
Demand.
Ans: The Law of Damand

A law which expresses the relation between th i i d and
its price is known as "The Law of Demand®, ¢ quantity of a commodity demanded an

Statement

"Other things remaining the same,
demand contracts but when the price falls, the

Explanation

The phras_e used in }he words of the Law of Demand assumes that the quantity
demanded of a certain anges because the rise and fall its price but the condition is
applicable that the oth ain the same. It
and fashion of the con § k

when the price of a

particular commodity rises, it
demand rises,"

, taste

Is alsé no changeg ange
also appear in the population. For example if a pers bit of
smoking then there wo crease in the dem e price
of cigarettes, Similarly i n of a thing beco crease
in its quantity demanded e r the fall of its p d with
the help of schedule and curve.

Schedule fo

and

A certa isysgld in kilogra rd\ pees,
therefore a schedule can be made for showi e re ed and the
price as follawing. _ o " i-h

4 L [
Rs. 10 m -
Rs. 12 1':'
Rs. 14
Rs. 16 4 kg
Rs. 20 2 kg

According to this schedule, when the price of the commodity is Rs. 10 per kg then the
quantity of demand is 8 kg. When the price increases and becomes Rs. 12 per kg then the quantity
of demand decreases and becomes 7 kg. Thus the quantity demanded decreases with the increase
In price. The quantity demanded is 6 kg at the price Rs. 14 per kg, 4kg at the price Rs.16 per kg and
remains only 2kg at the price Rs. 20 per kg. This is the complete descﬁptiog that the quantity
demanded is decreasing with the increase in the price, thus deman.d is the ful}cuon of price and the
quantity demanded is inversely proportional to the price of a certain commodity.

Yhe Curve for the Law of Pemand g
The Demand Curve is a turve which represents the change in t!le quantity demanded
with respect to the change in price. Two lines are drawn for the. representation of a demand curve,
On the horizontal line OX, the quantity demanded is shown while on the vertical line oy the price
of that commodity is shown. Different points on both lines OX and OY show the change in demand
e mspe::;)r;h;:::nj; g:’:::d Curve DD, the price ?f the co.mmodlty h.IS been slhmmic;;l line
OY while quantity demanded which has been shown on line OX, ‘A. B, 'C, D a\.nlc:_ll E ;re ci s;ren:
points which show the relation between the price and the quantity de.manded. 1Y is sket ; \o(;!.‘
that on the points OA, the price of the commodity is Rs. 20 per 1‘% while the quantity demanded is
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kg, on the points OB, the price is Rs. 16 per kg and the quantity demanded is 4kg,—0T;'I\ ;
,::' price is Rs. 14 and the quantity demanded is 6kg. On points OD the price is Rs. 12 m:()C !
quantity demanded is 7 kg while on the points OE, the price per kg is Rs. 10 while the the |
demanded is 8 kg and the price is Rs. 10. This curve DD' is called the Demand Curve, T}, De Uy |
Curve falls upward to the downwards and also moves from leftwards to the rightwarq ad
demand curve shows t{h’e‘trend of decreasing the price with the increase in the quantity deg, 5. The
y-axis | =D
20¢ - - A
L \B
P == Y ewww

p 16 g

& - ¢

 14f---3---2..NC

8 : ‘

l 7 “ RPN [

Q.2  Describe in detail the ass
Ans: The Assumptions of thell

Some conditions are necessary to b he accuraty of the Law

of Demand. These conditions are called as the 2 ssumptions of the Law of Demand. These
assumptions can be described as following.

(i) Similarity of the Units

For the accuracy of the law of demand, the similarity of all the units is necessary. It
means the items to be sold under the observation of this law must be same in the quantity and the
standard.

(ii) The Income of the Consumers Must no? Change
With change in the price if the income of the consumers is changed then this law will not
come true. For example if the price of a certain commodity rises and the income of the ¢

me

also increases, the quantity demanded will not decrease. “5-.‘3
(iit) The Taste of the Consumers Must no? Change @-g’ﬁ’;;

The quantity demanded also depends upon the taste or dislike. In this situation
taste or likeness of the consumers is changed for 2 commodity then its quantity demanded would
not be increased inspite of decreasing its price.

(iv) The Probability of Rising the Price in Future |

If there is a probability of rising the price of a commodity exists, then its ‘i“‘“‘g

demanded will be increased though there is no decrease in its price. Thas it is necessary for
accuracy of the law of demand that there is no probability of rising the price in future.

-
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chap2: .
Change in Population

"’ The change in the structure and composition of the population also produces its effects

che quantity demanded. For example, if the population of a certain area is increased then the
O antity demanded in that area will also be increased inspite of owing high price. Thus for the
Etcufﬂ‘?' of the law of demand, it is a condition that there is no change in the population of a
ccna[ﬂ arca.

Q.3 Describe the factors affecting the Demand. Describe in detail the
factors which are responsible for changes in demand.

aAns: TYhe Factors Responsible for Changes In Demand

The factors which are responsible for producing changes in demand can be described as
following.
() Changes in Taste

Demand depends upon taste. The taste of certain commodity compels a consumer for

puying it. 1f the taste of the consumers gets changed regarding to a particular commodity then s
demand decreases.

(i) Changes in
The consumers those commodities which are according to the latest fashion.
If the fashion related to oditics has becomp@outord: hen their deman S,

(iii) Changes in Season

Some commodi ed by the consumgr
season their demand als . For example thejd
F

the summer season.

(iv)

increases then th ot commodity .
population of certain area decreases then the demant

The quantity demanded depends u
consumers increases then the quantity of demand

mcreases.
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Q.1
(1)
(2)
@)
(4)
(5)
6)

(7)
(8)

(9)
(10)
(11)

(12

mpon;amj_m ULTIPLE CHOICE QUESTIONS (4 cQn

T eeesatas.
"‘o“..,_'“

Choose the correct answer for each of the following from the gi:'-
en

options:
The increase in the income of the consumer, causes an increase in

(a) Demand (b) - Supply (¢) Production (d) All of these
The part of income which is left after meeting the expenses ig called:;

(a) Consumption (b) Supply (c) Savings (d) Profie
When the price of commodity falls, it demand:

(a) Contracts (b) Diminishes (0) Increases (d) Deecr
When the price of commodity rises, it demand: S
(a) Expands (b) Contracts () Ends d) b
Demand is a function of: kiredges
(a) Income (b) Price (c) Money (d) Al of thege

The Demand Curve usually slopes from:

(a) Left to right (b) Right to left
(c) Right to left upward (d) Leftto right downward

Dema a:
CEE e
The shows the functio

(a) Quantity supplied

(© 1
When of a good rises d
(a) (b) Increases

The condition for Demand are:

lt Three Fiv
BlﬂE -power top ® Pres 4SS0 8 desire then jt i
. CP

(a) Utiliry (b ptic
The curve which sh

i i ed:
@) Straight line (b) Line segme

R ———
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Chaprer 6

chap. 61 Supply.
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Q1 Define the following terms:

(i)  Supply _ (i)  Stock
(iii) Supply Schedule (;'y) sl‘pply Curve
Ans:(i] Supply

The quantity mber of certain things which is offered for sale at a given
price, at a cercain place ldﬂ[\“‘perlod of time Is d Sup le 500kg of sugar
Is brought to the marke Rs. 65 per kg 5 .

Economics.

m Stock
The total quant modity which is p

price in a specific pcriod of time is called as "Stock",

Su
A list tha Lll\.lntltles of a go
market at different upplysSchedule”.

the
iv)] ¢ ly Curve
The di tic re ich ship of
supply with respect to price is called as Supply Curve.

Q.2  Write the differences between Stoc
Ans: Difference b/w Stock and Sug

SUPPLY

The part of the stock which is offered for
sale in the market is called Supply.

The total quantity of a commodity which|(1)
is available in the market for sale is called

Stock.

(2)  Stock has an indirect relation with price,|(2) Supply has a direct relation with price, so
so it is related to reserve price. it is related to market price.

(3) Stock is increased with the decrease in[(3) Supply is decreased with the decre:m. in
price of a commodity. : price of a commodity.

(4) _ Stock has no elasticity. (4) Supply has elasticity.

(5) Stock is movable by means of supply of|(5) Supply is always movable.
commodity.

ample: |[Example:

If 8000 kg of sugar is available in the If 5000 kg of sugar is offered for sale at
market for sale then the quantity is called Rs. 65 per kg from the total quantity of
Stock. , 8000 kg then 5000 kg is called as Supply.
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Chap.6: Supply
Q.3  State the "Law of Supply".

Ans: The Law of Supply
A relation between the quantity of supply and the price is called as the Law of Supply, |,
is stated as following. X
"Other things remaining the same, if the price of a certain
ds, and if the price decreases,

commodity increases its supply expan
it supply contracts."

State the assumptions of the Law of Supply.

Q.4

Ans: The Assumptions of the Law of Supply
The assumptions of the law of Supply are following.

(i) The cost of production does not change.

(ii) The techniques of production do not change.

(iii) The prices of machines and raw material do not change.

(iv) The conditi pply remain constant.

v) The price bstitute goods do not change.

Q.5  Descri tors which a wonsible-for-the.change in supply,
Describe the causes of chang Ipp i Deser : tors affects
the qua supply. ﬁ !

aAns: TheF esponsible { : : [

> f2 ducing : aflig? of Supply can be

ors which are res
described as foll

(1) Thellmporiance
The supply of a certain commodity hasfe : at
therefore time factor h at inpertance, forn ]y ‘ odity can be

produ

produced

instant pro me for their
og| be produced

production, so such goods cannot be ‘supplied fn
instantly similarly grains cannot be producédiinsta
commodities is also affected by the change in prige
(2) The Changes in Cost of Production |
The change in the prices of the factors of production brings changes in the costof |
production. When the cost of production of a certain commocdity rise while its selling price remaims
on the previous level, then the supply will be decreased because of the profit of the production
decrease on increasing the cost of production. Consequently the collective supply will tend t0
decrease more and it may be that a few producers will stop their production.




'—l—_'

: Supply 53 Iqra Economics for Class X
(“p.G. o ,PP
—

.-

ﬁPORTANT DETAILED TYPE QUESTIONS AND ANSWERS

oo
Q! Distinguish between Stock and Supply.
Ans: Stock and Su

The total quantity of a fommodity which is available for sale in the market in a 5peciﬁc
period of time is called as Stock. While supply is that part of the stock which is offered for sale in

per kg. If the sellers are ready to sell some
quantity at this offered price and they bring 5000 kg for sale in the market. So 5000kg of sugar will

kg of sugar which has been held back on a
higher price will be considered as Stock.

Supply has a very close relation with the price because the su
rise and fall in price. The supply of 3 commodity is increased with the increase in price and is
decreased with the decrease in price. It is because that the profit of the suppliers is increased on

the higher prices and thc}'& supply in order the gain more profit. On the other hand.

pply is determined by the

when price fall, the profi pliers is also de
supply for sale in order to ir loss.

Q2  State the Law of Su ly and expla

A relation which describes the quantity of supp

Sapply. This law state l‘
"Oth nit e same, when
com .

ses and its su oe
alls, its supply contracts.”
Explanation

The Law of Supply is just opposite to the lay
betweenth.cpﬁcemdsnpply.Itisafacr.r.ha:theprice A Sommoditymisicor ly. A
cbu;einsupplyisresponded to change of its price. If the pE , D O incr

the price decreases, the supply also decreases. Thus th
price. Because of such relationship, the supply curve, con
® right in upward direcrion. '
Exehange

A supply schedule represents the various prices of a particular commodity with its
juantities of supply offered for sale in the market.

Price per kg (in rupees)

of

The Quantity of Supply
Rs. 20 __100kg
Rs. 25 150 kg
B Rs. 30 __200kg
i Rs. 35 300 kg
L Rs. 40 350 kg

According to this schedule, the quantity of supply is increasing with the increase in price.
.{h Supply of the commodity is 100kg at the price Rs. 20 per kg. The supply increases and becomes
3 the price Rs. 25 per kg, 200kg at the price Rs. 30, 300kg at the price Rs. 35 per kg. When

e price becomes Rs. 40 per kg then the quantity of supply becomes 350kg.
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Supply Curve

When various quantities of supply offered for sale in the market at diffa

shown with the help of a diagram then it is called as Supply Curve. Two lines

obtaining a supply curve. The price is shown on vertical line while the quantities
shown on a horizontal line.

Y4

y-axis S

l'ent
are ¢ Pricey |

n
of suppi, n

- e EEEESs ST .-
- L —

In this graphical s ce 1S sHe ug@ntity of supply is
Magr 1, pwhen i : th ‘ K Eipl
supplied is 100kg which is represented b DE
therefore the quantity supplied is increased 4 isR
the quantity supplied is 200kg. On the line price is the' quantity supplied is
300kg. On the line OE, the price is Rs. 40hg g and ied=is=iricreased as 350kg,
OS is the supply curve which represents the quantities supplied on different prices.

Q.3 State the assumptions of the Law of Supply.
Ans: The Assumptions of the Law of Su

There are certain conditions to be necessary in order to prove the accuracy of the law of

supply, these conditions are known as the assumptions of the Law of Supply. The assumptions of
the Law of Supply can be described as following,

(i) No Change in the Cost of Production

For the accuracy of the law of supply, it is necessary that there is no change @Ef '
production, When the cost of production of a commodity increases there will be incredse (8
price for sale in the market. In this condition when the price has already been increasé ol
necessary that the quantity supplied is also increased. Thus the increase in the price forsalen’
market will not be more actractive for the producers because of increasing the cost of productios
So, it may be possible that there will be no increase in the quantity supplied.

(il) No Change in the Techniques of Production z
Sometimes when new techniques are introduced for the production of a n:t'.am:nt:M'li‘:'I:;l e
the cost of production are decreased. In this condition the quantity supplied may be in
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wihout making any change in the Price which is not couTect for this law. So, for the accuracy of
:u- law it is necessary that there is no change in the techniques ofpmdu::ion. "

(i) Ne Change |
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IMPORTANT MULTIPLE CHOICE QUESTIONS (McqQ ""‘“x
Q.1  Choose the correct answer for each of the following from ¢,
options: Bivey
(1) The part of stock that is offered for sale at a particular price is called:
(a) Demand (b) Supply (c) Value (d) Price
(2) When the price of commodity falls, its supply: .
(a) Expands (b) Contracts (¢) Decreases (d) Diminishes
(3) When the price of a commodity rises, its supply:
(a) Contracts (b) Expands (c) Flies (d) Roats
(4) The rise and fall of a supply of a certain commodity takes place because of:
(a) Change in demand (b) Change in price
(¢) Change in value (d) Change in utility
(5) The expansion in the supply of a certain commodity is occurred due to:
(a) Incgease in utility (b) Increase in price
() In (d) Increase in cost of production
(6) The u&@ he supply of a certaic ity is : :
(a) Increa ce
(¢) In tock
™) The to of goods availablé i
(a D (b) Value ply
(8) Supply curve usually slopes from:
( i
{imstss
) i of a certain
: (a) Labour (b) sport :
(10) e quantity of goods offe
I
(11) Some of the-producers may stop the duc 15e © :
(a) Profit (b) Demand d) pEost of Production
(12) The Law of Supply is just opposite fc |-
(a) Law of Demand ¥ O i
(c) Law of Return (d) Law of Stock ;
(13) It is not an assumption of the Law of Supply:
(a) No change in the taste of consumers (b) No change in the cost of production
(c) No change in the techniques of Production
(d) No change in the prices of raw material and machines
(14) An increase in the quantity supplied gives the producers:

(a) More profit (b) More utility (c) Less profit (d) Less utility 5
(15) Supply schedule and supply curve both show the relationship between: i

(a) Demand and Price (b) Value and Utility

(¢) Supply and Price , (d) Stock and Supply
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THE DETERMINATION OF PRICE

IMPORTANT SHORT QUESTIONS & ANSWERS
Q.1  Define the following terms: |

(iii)  Equilibrium Price
Ans:(i] Commodity

A product of good which can be sold in market in order to earn profit is called as
Commodity. In Economics, all such goods which are required to satisfy human wants are

considered as commogiti mmodities have certain demand and supply in the market.
(1) Price
The amoulit o or which somethjr

Economics, the value of i : . I isealied
Price.

(i)

Demand and supply are the two such forces which in positedir agarding to
price. When the price rises of a certain comm
quantity supplied goes up on the other hand wheg
but its quantity supplied is decreased. The quantity supplied 1s increased in accordance with the
increase in the price. So, the entrepreneurs gain more profit in this condition. On the other hand
when the price falls then he quantity supplied is also decreased, thus the entrepreneurs gain less
profit in this condition. When the price of a certain commodity increases thep its demand contracts
as the purchasing power of the buyers fall down under this condition. When the price falls, the
demand expands as the purchasing power of the buyers increases. The price is determined between
the two limits. Following a change in price these two forces of demand and supply become equal at
a certain price. Thus the price at which the quantity demanded and the quantity supplied for sale
are equal is called price. Thus the price at which the quantity demanded and the quantity supplied
for sale are equal is called as Equilibrium Price and the point at which these two quantiti s are |-
equal is called as Equilibrium of demand and supply. g
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AR T AT TYPE QUESTIONS AND ANSWE
IMPORT:QQIT DE#TA".E?__ 3 o —-.:--'.._
ow an Equilibrium Price determingg,

‘ne Equilibrium Price. . .
Q.1 3:{::':-?5,‘1,;,,? determination of the Price of Perishable goods and
durable goods in market.

Equilibrium Price

Ans: .
The price at which the quantity demanded becomes equal to the quantity of supplied j

called as Equilibrium Price.
The Determination of Equilibrium Price
An equilibrium price is determined by the interaction of the forr.:es of demand and supply
related to concerned goods. These two forces are the function of price though they behyy,
differently with the demand and the supply of goods. When the price rises, it.? qu.amit): demandeq
increases but its quantity supplied decreases. On the other hau?d, when the price rises, its quantiry
demanded falls but the quantity supplied is increased. Following a change in the price, these twy
djust each other. Ultimately at a certain price, they becoms

forces move into opposite direction to a h otl :
equal to each othera is price is taken as Equilibrium Price.

The Determin

In case pe
the available quantity in a day or so. The whole © in a limited
period at whatever t.'ft ay be received prce play jts
significant role in the Bion of price.

The Determination of the Price of Dus:

The s remains cornst manke - efincreased or
decreased. TheMMHIJsed when the'pri urs tend to
withhold these g ek wThus demand pl; i #d termination
of the pricg of durable goods as comp at of supp ’

int swer with
i

Q.2 Ho ices are
the help of a schedule and a diag

Ans: Market Price
the price which is determined by the equilibrium of demand and supply during a day is called as

Market Price.

The Determination of Price in a Marke#
Demand and supply are two forces which act in opposite direction in accordance with the

change in price. It is not possible to make an effective change in supply duri ]

: pply during the market period
thereforc the supply is usu.ally kept fixed. The demand produces more effect in the determination
f’f price dunng. market period. When the demand of a commodity increases then its price is also
increased and if the demand decreases, then the price is also decreased. Thus the price which |
f!cr.crmmefl in the market period is a temporary price which often receives changes. Thus
in market is determined by the equilibrium of demand and supply. ' ~=>
The $chedule for the Equilibrium of Demand and $u

g A-’llst which represents the relation between the quantities demanded and the quantities
supplied with respect to .change in price is called as the schedule for the equilibrium of demand and
supply. A schedule showing these relationship can be shown as following. '

Price per kg(In rupees) Quantity Demanded (in kg) Quantity Supplied (in
Rs. 20 500 kg 200 kg
Rs. 30 450 kg 250 kg
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Rs. 40 400 kg 300 kg
Rs. 50 350 kg , 350 kg
Rs. 60 300 kg 400 kg
Rs. 70 250 kg ' 450 kg
Rs. 80 200 kg 500 kg
According to thig schedule,

the quantity supplied is increased. On

quantity supplied decreases but the quantity

hil ¢h Lk in thege both conditions there js No equilibrium established between

;hc:ofo:c:f;t::l ¢ at the equil; ¢ quantity demanded and the quantity supplied both
m .

The Curves of Demand and 8y

At equilibrium Price, the quantity demang d : . lied
therefore the commodities always avaﬂa’gle for th: u::l?fll:’ equal with the quantity supplie
consumers is also remains contj

he consumers and the sale of the
\tinue, 50 both become satisfied. Equal satisfaction is gained both the
producers and the cop Url "ceived because of the equilibrium prj
D

N

demanded is increased, Thus,

200 250 300 350 400 3%g 200 X

Quantity Demanded and Quantity Supplied (in kg} _r-i_—[::_h N
A diagram is sketched in order to show the determination o price. e diagram, two
lines are sketched in horizontal and vertical directions. OY is the vertical line on which the price in

3t which the demand curye intersects the supply curve, It means the quantity demande
the quantity supplied. SS' and DD’ both represent the supply curve and the de
respectively. Thus the point E' is the equilibrium point of the demand and supply. The

If
i d. Similarly if the price gets decreased as
Eﬁgﬂﬁﬁﬁ:ﬁeﬁ: ihd:::::l:lty demanded will incn:iase wl;lhles t:llie qu;:::i?- :‘;p&l::(:
. decre . cases, the equilibrium of the demand an supply stri A
;‘uﬁel:cwm n::e!‘:.stml:::r however tge equilibrium price will remain stable fo:tat hllc;ng:i:;e period
the quantity dema;;ded and the quantity supplied both are equal or same price.
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IMPORTANT MULTIPLE CHOICE QUESTIONS (MCQs) .
Q.1 Choose the correct answer for each of the following from th:“:\
options: Even
(1) The price at which demand and supply are equal is called:
(a) Equilibrium Price (b) Amount of Demand
(c¢) Amount of Supply , (d) None of these
2) The equilibrium price is determined when: _
(a) Quantity demanded is greater than quantity supplied
(b) Quantity demanded is equal to quantity supplied
() Quantity demanded is less than quantity supplied
‘d) None of these
(3) The equilibrium price is determined by:
(a) Demand only (b) Supply only
(c) Interaction of demand and supply {d) Stock
4) Market period consists of:
(a) am (b) Few months (¢) Ayear (d) 10 years
(5) The equili “.he demand and supply help in the determination of:
(a) (b) Utility () ayngs d) Pri
(6) The point at which the quantity de ded & ne ja] :l quantit ind 3
called: m 7 U - i i e
(a) Sa int (D on POLD
() Eq#ili !L.‘m i o
(7) Demand and supply are two forces whiclag g - "
o ex (b) ical to h 6
( ) P! » 1 0 qd‘l » ’ Fo othe
8 e ICr eas tie PricE causes to inre : 1 é¢ :
(a) Value (b) l’ ::il : 2 ; i
9) decrease in the pri to intredse thedemandbut it dée
(a) Usdfity s€fuln Bt m -
(10) The entrepreneurs gain less profit in - : ice ]
(a) The quantity supplied increases The quanti l_,_ o
(c) The quantity demanded decreasés
(11) When the purchasing power of the b i i
(a) The quantity demanded (b) The quantity supplied
(c) The Value (d) Utility
(12) When the purchasing power of the buyers expands, it causes to increase:
(a) The Utility (b) The Quantity Supplied
(c) The Quantity Demanded (d) The Value
(13) The entrepreneurs gain more profit in case of decreasing the price because:
(a) The Quantity Supplied Increases (b) The Value Decreases
(¢) The Quantity demanded decreases (d) None of these
(14) The price is determined on the basis of:

(15)

(16)

(a) The equilibrium between stock and supply
(b) The equilibrium income and savings
(c) The equilibrium between demand and suppl

(d) The equilibrium between value and utility

The entrepreneurs and the consumers both receive satisfaction when:
(b) Competition exist in market

(a) Monopoly exists in market
(¢) Higher price exists in market (d) Equilibri ice exist inymarket
ect each other at:

Demand Curve and Supply Curve both inters
(a) Centre (b) Origin (c) Equilibrium Point (d) X-axis
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%Vides the same satisfaction to both the consumers and the sellers:
a7) (a) Higher Price (b) Concentration Price
(c) Market Price , (d) Equilibrium Price
(19) At which price ?f commodities the quantity demanded equals to the quantity supplied:
(a) Market Price (b) Good Price
(c) Deducted Price (d) Equilibrium Price

(19) The concept ot: Equilibrium in the determination of price is related to:
(a) The equilibrium of stock and supply -
) The equilibrium of stock and demand
(c) The equilibrium of demand and supply
(d) The equilibrium of market value and real value
(200  This price of commodities is also known as long-run price:

(a) Attractive p.l.'il.'.e (b) Equilibrium Price
(c) Normal Price (d) Variable Price

JOIN
FOR
MORE!!!
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Chapter 8
PRODUCTION AND DISTRIBUY

OF WEALTH

IMPORTANT SHORT QUESTIONS & ANSWERS

e———

Q.1  What is meant by Production in Economics. Define production i
few sentences. Explain the term of production of wealth iy

. |

Economics.
Ans:[i] Producti ealth or Production
All the hu hich create additiomal=ue: ge value in

goods or services as called as Production or Produc

) It refers to efforts which res .l sito be used
for satisfactigft E
(ii) Production i$n eation of matte : of eliminate

matter. The material goods are produce anlleffSrtsion matter

which l.lil
(iii) In the t man simpl "his mental or
physical efforts. Jolls™and service PP * of hmlan efforts
mand a price and are us i .
Q.2 Defi i russ:

() Production
(iii)  Consumption
Ans:[i) Production

The process in which the human efforts are involved in the creation of additional utility
and additional exchange value for the development of material goods and services is called
Production of Wealth or Production. These goods and services are used for the satisfaction of

human wants.

(i) Distribution

The payment of the remunerations to all factors of production for their services in
production is called as Distribution of Wealth or Distribution. The production is related to the
collective efforts of the factors of production land, labour, capital and organization, therefore

distribution is a process in which the remunerations are paid to all these factors of production “*’%E
(iii) Consumption — > [

All those human activities which are directly related to immediate satisfaction of W
called Consumption. It is the process in which goods or services are used for satisfying human
wants. As goods and services both have price, therefore this process is also considered as the
consumption of wealth because the buyers spend their money for satisfying their wants through

goods or services.
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(1) Capital (ii) R N
Ans:(i] Capital ent (iii)  Wage

It has central position among g
without capital. The terim
jtems as buildings, factorjeg

Pments, raw Mmaterials, vehicle

s and inventories
human labour,

All sorts of Payments which are
. made f
mentally or physically are called ag porl

Wage. It |
of production. It includ B § actually

. ries and commission
Q4  Define th terms:

P
@) Profit (ii) : I.I E
Ans:li) Profis Foﬂ ol s
The remuner u ch is received byl a

. . I
responsibilities of Organizing the factors of product £ with

teft with
an entrepreneur a 'y':ents to all { "
(M  Inter oﬂ
|

The re atio ich s the ¢ ‘
alled as Ingerest. It is the price or rew ich ab
creditor for t f loaned credit, It is
()

Entrepreneur
A person who starts a business with

determines the scale of production by taking finamicial risks e is the

person who collects all the factors of production, coordinates them, supervises the process,
purchases raw-materials, Sells furnished goods and bears the risk of profit and loss,

Q5  Write the names of the factors of production. What do you mean by
Factors of Production? Describe each of them in some sentences.

Ans: The Factors of Production
——E Tactors of Production

All those factors which are necessary for the production are called "The Factors of
Production”. These factors play an important role in the process of prodlllcﬂon- Their collection
makes a way which goes to the production. The factors of production are following,

I Land

i T;;;Ei-nary language, land means simply the surface of the e-';_rth bil'l:hl:em:l
besides he surface of the earth, all mineral resources hidden under th'!L'm(’;lm:c °

those which are found in the atmosphere are collectively considered as Land.

(i)  Lebour

he production of goods or services
i | efforts made by humans for t
which N r.l; hys?l 12dtll:'c:;;cztation of reward are called Labour, It l;nzlll:d::!c:::\(lla:::xzr;:l;:
factor :rr:"u:l ::trEZnﬂ;Lccording to the definition all classes of workers are

Oduction,

assified 55 physical labour, mental labour and skilled labour.

the services of labour,

the femuneration of Jab
s,

whether it is done
our being the factor

all
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(i) Capital
s used for the further production of wealth |s caljoq P
L]

The part of wealth which i
It is the third and important factor of production. The production is not possible wi, Capley
roduction. The term caplital Is used for all mln.m::' Capiyy)
€ me

therefore it has a central position inp
of production on consisting of items such as buildings, factories, tools, machinery, equipme,,,
Ny 'M

inventories in stock.

(iv) Organixzation
The factors of production which brings together all other three factors Le, lang, |
v 13

and capital and makes the production possible Is called Organization. The person who maj,
organization possible is considered as Organizer or Entrepreneur. " the
Q.6 Whoisan Organizer? Mention some responsibilities of an orgapjy,,

in the production of wealth.

Ans: Organizer
A person who organizes the three factors of production land, labour and capia| 4
lled as an Organizer. He is rightly called as the m;ml"u:'

makes the pro ible is ca
director. lu

ilities of an organi

(i) An o rllabks after the techmic
produgti
(ii) i of utilizing the of p roduction with
ir i d standard.
(iii) !;aint.u'ning th [azd g 2
(iv) s sible in ful Fding® rms the functions w
00 er the pr&) Ms related to [ 1¢ of final goods,

quantity and standard on.
anizer is i : igghi : the production

in proper way in order t
Q.7 Who is an Entrepren
responsibilities of an Entre

Ans: Entrepreneur
A person who not only organizes the factors of production but also provides the capiul

and determines the scale of production is called as Entrepreneur.

Responsibilities of Entreprenéur
Some important responsibilities of entrepreneur are following.
ly organizes the factors of production

but it is his responsibility

(i) An entrepreneur not on
to provide the capital from his own funds.

(i1) It is the responsibility of an entrepreneur to determine the scale of production 08
considering his resources and skills.

(iii) He gives suggestions and determines the objectives of the business planning.

(iv) He is responsible for the profit or loss in production. He is the alone owner of
and bears the loss also alone. ~— > &

v) He acts as a chief advisor, so he can hire the services of a manager direc [0

organizer in order to achieve his objectives of production.
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Ce=""yrite the points of difference between an Organizer and

Q Entreprencur.

pitference between Organizer and Entrepreneur

[ §
en ORGANIZER ENTREPRENEUR

1) A person who organizes the three factors|(1) A person who not only co'l-o1s the L
( of production and makes the production of production but al<o pro: ides his o lr
Possih]c in proper way is called Organizer. capital for the productio 10 €4

Entrepreneur. i

ﬂorganimr acts as a manager or director|(2) An entrepreneur acts as the owner and

in the supervision of the production of chief advisor in the supervision of the
wealth. production of wealth,

H‘-—K“ organizer receives wages for the|(3) An entrepreneur shares in profit and loss
provision of his technical efficiency and due to his efforts and the investment of]
organizing skills. capital.

(1) The investment of capital from personal[(4) The investment of capital from personal
funds is not nece organizer, funds is necessary for an entrepreneur.

(5) The responsib i M| organizer are( neur are
limited because he is not a risk-bearer. er.

Q.9 Define Rctfﬂ:ﬂate its two ki
Ans: Rent

The remuneration of land as a factor o

payment which i “HE landlord fc
Kinds of Reml !n!l!:

here are two kinds of rent w, e follgwih -
(i) enf —
The amoun paid as ¢fie remun a factor of

production is called Net Rent. It is paid for the fe
(i) Gross Rent

The rotal amount which is paid as the remiyng along
of other facilities provided by the land owner is called as Gross Rent. Gross rent includes net rent,

interest, wages and profit.
Q.10 Differentiate between Net Rent and Gross Rent.

Ans: Difference between Net Rent and Gross Rent
NET RENT GROSS RENT

The amount of money which is paid only[(1) The total amount of money which is paid
for the use of land for agricultural or besides the net rent for the use of other
commercial purpose is called Net Rent. facilities is called as Gross Rent.

(2) It is the remuneration for the land which|(2) It is the additional remuneration besidg#Z

is paid purely for its characteristics in the the net rent for the use of additign[g)

process of production. facilities.
(3) It is only the remuneration of the use of|(3) It is the additional remuneration beside:
land and it has no relation with the other the net rent because it contains interesr,

factors of production. wages and profit also.
(1) Net rent is just a payment which is done|(4) Gross net is the sum of payments and its
only for the use of land. components are net rent, interest, wages
and profit.




Chap.8: Production and Distribution of Wealth 66 Igra Economj,, for -
(5) Net rent can be expressed by gflz::;n;e:qtu::i:n be expresseq by 3
following equation. Gross Rent = Net ’ the
Net Rent = Payment for the use of land ros = Net rent + Interes; ., W
ey
+P
of Professor Benham. rofy

Q.11 Define Wage in the words
Ans: Wage . ance as a factor of production, as a labourer plays 3 ro)
hysical efficiency- So, the amount of money which is pai: 1{2 t

roduction through fessor Benham states:

P
tion of labour is )
remunera "Wage is the remuneration of the physical or mental labour which
is paid by the entrepreneur to @ worker under a settled contract."
(Professor Benham)
Q.12 Define Profit and describe its kinds.
Ans: Profit sl . ,

The remuneration of an entrepreneur which is obfamed .after taking the business rigy, Is
<< id, un Basile e ward of an entrepreneur f?r his services. The total amount Which
received by a ur after the sale of certain quantity of production, if the cogt o
production is d | it then the resid nount is called as Profit.

Kinds of Profit

There
(i) Net . .

r : organization;|
sin@ss is called Net

The remuneration of an entreprengu

work and t esponsibili
Profic. It is i i'obtained af
costs from t

of sale of certain [

(ii) \_Gross Profit =
i prene ose factors of

production which are under the owfership o fit is called as
ril nd, wages for

Gross Profit. Gross. Profit contains the co
management, accidental profit and the interest

Q.13 Difference between Net Proji

Difference b/w Net Profit and Gross Profit
NET PROFIT GROSS PROFIT

The remuneration of an entrepreneur|(1) The remuneration of an entrepreneur in
which is derived from the deduction of] which other payments are also included
costs from the total amount of sale. besides the net rent is called as Gross

Profit.
It is calculated by the deduction of costs|(2) It is calculated by the additiop-et
from the total amount of money received payments like interest, rent, Wage
by the sale of production. accidental profit and momnopoly PJ

net profit.

(3) It is pure remuneration for th i
e[(3) It is the itional payments
entrepreneur for bearing business risks. besides th es:;lpgﬁa;dd“mna pay
(@) It is the additional profit of the

(4) ‘It is the real profit of the entrepreneur.
entrepreneur. e

Ans:

@)
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8 = -
cH;f' Tt 1s belonged to the services and|(5) It contains the components like rent 0

‘ponsibilitics of the entrepreneur. land, wages, interest for capital, accidental
© profit and monopoly: profit besides net
profit, . g

77 Define Land and write down its important.characteristics.
Ans: Land '

In ordinary language land means simply the surface of the earth but in Economics,

jes the surface of the earth, all mineral resources, natural resources hidden undeg the surface

bei;m carth, water resources covering the surface of the earth and all those which are found in the

e sphere are collectively considered as Land. Thus, in Economics, .Land mears all free gifts of

1?:‘:“ in the original form in which they exist,
{he Characteristics of Land

=~ Important characteristics of Land are following,

() Free Gift of Nature

Land is a free gift of nature. Man has not produced it. Man has utilized his abilities to
make the most of land. Hdmi ams, bridges, cities and towns on it but he has neither

created nor produced it.

(i) Limited Pro

Land has limited productivity. Inspite of us ited
goods cannot be produced icular piece of Iz ad' been pdssible one
piece of land or only one re could have prod{iced"eres V o glation of the

world.

The quanti el 'f'and cannot Pe
On the other hand o mofi productionf1
increased or decreased according to their regui nts.
(iv) l’mlie , ?

Land is immova r of production. It ca

dlways remains fixed to its location. In geographical senge [
(v)  Differs in Fertility _

All the regions of the land in the world possess«di iti garding their
tconomic productivity. That is why some countries have deposits of minerals while other have
none. There are dense forests in some regions of the world while some regions cover large deserts.
QIS Define Labour and state some important characteristics of Labour.
Ans: Labour

.. In Economics, all human efforts which are done mentally, physically_ or skillfully only for
funing a materialistic reward is called Labour. Labour is done for achieving materialistic
Yintages or remuneration. The efforts which are done only for obtaining recreation or

®ltertainment are not classified as laboar.
The Characteristies of Labour
0 Important characteristics of labour are following.

The Most Perishable

Labour cannot be stored or preserved for future. If 2 person or worker does not work on a
Z:i“ day, his labour for that day is lost. It can neither be postponed nor accumulated for any
day,

(i) Inseparable from the Labourer
Labour and labourer both are absolutely essential for each other. Labour cannot be
L rated from the labourer. Labour remains with labourer everywhere, it is the quality of a
ter through which he can receive benefits. It does not occur that farmer remains sitting at his
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home and send his labour to work.
(iii) Non-Elastic supply
The supply of la s inelastic. The supp
If the deman

bour i Th
: nmediately- is increas
jmt i gimilarly, if the deman

ly of labour cannot be increas
ed then new labourers cann:td b(:.r : -y
decreased then the number of lgpl"lfed
remains fixed for a long time, Ourer

d of Iabourerh ]

i diately. d of labourers 1s

c?nmn;t Le d:creased immediately, 5O the supply of labourers
(iv) Weak Bargaining Power

Labour has the weakest bargaining power as compared to that of other three fact

:e Jabour being perishable either cannot be stored or postponed fm of

» of labour gets ready to work at low rate of w:;:ny

u

production. This is be
d time. Because of w

00
gompared to his right.
(v) pifference in Efficiency of Labour
Different labourers have different efficiency to work. Some labourers are more effigj
d education and skills. As compared to them the others are l:nl

: : =

than others becausé of their goo '
because of their poor education and training.
tics of capital. Describe th

sufficient )
Q.16 Define Capital. State the characteris
importance of capital in production of wealth.

which is utilized for the further production of wealth is calleq

Ans: Ca
The pr 0'@“11
ssor Adam Smith,

Capital.
According to Profe
at part of wealth

) ling to Pr
(ii) Accordinrarﬂsor Chapman,
L1 i

. that part of wegl
roducing income.

(i) AcM“ <3 § | AP

count h&n¥y for further
factories, roads, raw f fda
included in it."

" émpo;ant characteristics of capital ar a
i apital is not a natural factor of prod W ‘
it human efforts. pro A
ii Supply of capital
" o clljl;a{)ou I_c.apn al does not take place by itselt. pirit efforts of land
iii Capital is a passive of production because it cann i
i ! : ot make production by itself.
f::;) g:ﬂ:s.aalvquaglc factor of p.rmi uction because its supply canl:)e increasedyolrtst'l':lgreased
ong“la is the most mobile factor of production because it can easily be transactetf from
place to another. Savings and capital both are essential for each other.

The Importance of Capital in Production
of wealth can be described as following.

The importance of capital in i
) ] production
(i) eT::i:rfx:;lt?spI;:rnt of agngulmre depends upon the use of agricultural ma
Sdinery i acre agricultural production is high in those countries whe
ractors, harvesters, thresher, tube-wells etc. are used for cultiys or

these machines are .

. provided by capital
Indust pital,
ustrial development also depends upon the availability of capital because all machines

(ii)
which are used in | cal g

git ' Exblaring, sininie ard beod production in industries -
mafc’hilr':?sg.' gi}:ﬁ:ﬂl‘i fafgdﬁ;:ﬁ'n 1of various kinds ofa;figzgzllsd ili;g;{:l:g:p?xf lr_th.e use of
of machi » Natural gas, muneral oil, :

(iv) Capital ;ﬁzsi:::_loif:;;ﬁa;hm:e; a;e provided by the :g;{i:;tci.o ;“o ?_l; :it::;lmed by the ust

Capi Z rovide help in th .

apical helps in the development of ;t’he m:ﬁi:vs}oggz;zg&z:geﬁd D st D

communication,

(v)
all such goods are considered as capital goods
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“IMPORTANT DETAILED TYPE QUESTIONS AND ANSWERS

Q1 What is meant by Distribution of Wealth? Explain the
remunerations assigned to the different factors of production.
Ans: - Distribution of Wealth

When four factors of production land, labour,
then goods and services are produced, the rewards are
accordance to their services, thus the process of the pa
of production is called as the Distribution of Wealth.

Remunerafions of Rewards for the Factors of Production
The factors of production are followin g
(i) Land (ii) Labour  (iii) Capital (iv)

capital and organization work collectively
given to the four factors of production in
yment of remunerations among the factors

of production, the production which is obtained, this process is called as "National Product”. These
factors of production act up esources of a country for a period of one year and produce a
certain aggregate goods aﬁ d the income whighuis i 1ro o0
services is called as "Nati . As the nation

S Cr . th : of
land, labour, capital and organization, so it is distribu : , the
remuneration of land to th Capital receives intere bes a BeoRhe $ and
the profit goes to the entre e remunerations r icrors of 1 brl can
be described as following.

(i) Rent

| The payme to the land ‘ . .1 ant.
i Rent in common lan iring charge 0 e 2 holise, bifildings g
- But in Economics only the remuneration for th use of land fis calle : : 0 Kinds of
- rent which are dgllowing. — ‘ h
(@  Net Rent

The remuneration which a cultivator pays to k

after a specific period is called as Net Rent. Net rent
is no association of net rent with other payments. {L is
other payments like the interest of the landlord's capital and

the reward for the self labo

of the
cultivator do not include in jt.
(b) Gross Rent

The total sum of money which is paid as the remuneration of other facilities provided by

the landlord besides the net rent is called as Gross Rent. For example, a tube-well is operated on
the land, the facilities of electricity and gas are available, house for living and tractor for ploughing
are also provided by the landlord then the remunerations for all these facilities are paid and their
sum will be Gross Rent.
(li) Wages S
Labourers have due importance as a factor of production. A labourer plays its role-in-tha |5 14
Production through the involvement of his physical or mental labour or efficiency. The
femuneration which is paid to a labourer as a reward of labour is called Wages. Wage thus the
feémuneration which an entrepreneur to a labourer in accordance to a settled agreement.

(iii) Interess

Capital is also required for the production of wealth. Raw material is purchased by using
the borrowed capital, payment of wages is done to the labourers and other expenses also fulfilled.

Generally, capital is borrowed, therefore the remuneration of the services is paid in the form of
Wnterese
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(iv) Profir Ll

The general concept of profit is that if the remunerations of land, laboy, and

deducted from the total income obtained through production of wealth then the ft'm;,'] ' Capity "
is profit. This concept about the profit is correct but not comprehensive becau,elféns i.m%:
considered as the remuneration of the capability and ;;o?d management of the entrepre ¢ Prof;, b
the only agent who takes the risks associated with business enterprise. He collecys then tfur, Hei
production and establishes good association among them. He d‘eterminea the qua AWlory
standard of the production. He is also responsible for the sale and disposal of prodycs ',‘r;:)r a
two kinds of profit. " e

(a) Net Profit

The remuneration which is obtained by an entrepreneur in exchange of the o
of the management of the business and for the acceptance of the risks associated with bu,ni:‘%
called Net Profit. The entrepreneur is responsible for all the' problems of the busine 5 fro "y
beginning to the time of its working. He faces the risks in business and tries to Minimize m jty

d
in

using his capability and business skills. In order to accepting all these responsibilitjes he
remunerationgd of Net Profit. v Bets g
(®) ¢

The remuneration which obtgi ayments of
remuneratio ted factors of produ ! e production js
as Gross .Jt|is@lso known as the go - pre a8 contributed y,
hnd, se-lfh e apim from his ; - ‘ - e reml.d, roT
these factors of production besides the ngt rgifit § orgnt¥ are also included iy

H:_ﬁ’l

&
.

- u
i of other factors of

production like his labour, capital and lant.is.called 085.Lrof s.the sum. of net profi, rent
for land, wage for his labour, interest for capital, accidental profit and monopoly profit.

The Components of Gross Profit

The components of Gross Profit are following.

(i)  Rent of Land

Sometimes, entfepreneur uses his personal land for his business. If he takes the la_nd 00
rent from other person for product then he has to pay the rent for land, so the rent of land is also
included in the Gross Profit in both cases. It is the first and basic component of Gross Profit.

(ii) Wage for Labour

An entrepreneur takes part in production or business as a labourer. He
services in organizing the factors of production, supervises the process of production, tihes
the production possible, therefore he also receives the wage for his labour, so the wagefoE}W
of the entrepreneur is also included in the Gross Profit.

(iii) Interest for Capital

Entrepreneur commonly receive capital from the banks arrd other financial Fﬂsnwnﬂ::
and thus pay the interest for the capital, if an entrepreneur uses his own capital in his b“’"’:
then the interest of the capital is also paid. Thus the interest for the capital is also 2 compone?
Gross Profit. .

el
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—  Accidental Profis

v . -
(i ) In certain circumstances which appear sudden effect on the prices of commodities. For
example during war, political disintegration, curfew etc. produce certain circumstances for
{ncreasing the prices of commodities. Due to this sudden increase in prices, the profit rises
enormously but there is no part of the organizational capabilities of the entrepreneur but this
wddﬂll’ta]ﬁl:wﬁt is also a right of the entrepreneur. Thus accidental profit is also a component of
Gross Prolit. .

() Monopoly Profit

Sometimes certain entrepreneurs have a monopolisti ition i i
: opolistic position in the production or sale
of ’Pw.ﬁc good;. e mei.ims cigid hi.we an authority to control the quantity supplied of these items
according to thelr W IL. The Prices of these commodities run very high because of their
monopolistic authority in production, thus they earn extraordinary high profit which is called as
Monopoly Profit. There is no share of the eligibility and capability of the entrepreneur in this kind
of monopoly profit. Thus this monopoly profit is also included in Gross Profit. -

JOIN
FOR -
MORE!!!
w
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,MPORTANT MULTIPLE CHOICE QUESTIONS m{;;\
N

or each of the followin _
S g from th, Bive

n and Distribution of Wealth

Chap.8: Productio

-

Q.1 Choose the correct answer

options: . st
ent made for the use ol capi ;
W E;e P&:i);ngies (b) Interest (c) Rent . (d) Wealth
(2 The first and the most important factor of production 1s:
(a) Labour (b) Capiral (c) Land \ (d) Organizer
(3) The part of wealth which is used for further producton is called:
(a) Interest (b) Capital (c) : Profit (d) Income
4) Which of the following is not 2 factor of production? .
' (a) Land ' (b) Labour (o) . Capital . d) w
(5) The Economist whose theory of rent has made him famous is: ges
(a) Professor Marshall (b) Professor Robbins
id Ricard (d) Robert Malthus

(6)
(7)

@a)
8 - Th

(a) (b) Benham
(9) . The payment made for the use offiland]
1

o M’&ﬂ E‘H llbis :Proﬁt

Master

(c) Creation of Scaggi
( . "Land" stands for:
€50 (4]

(c) Only water resources
(12) The sale of production is determifie

(a) Financial Resources

(c) Extent of the Market
(13) The supply-of Land is:

i
]

(a) Un_li.mite':d (b) Limited (c) Highly elastic (d) Perfectly elastic
(14) ?l;ul::uts, Invers. machines, factories, vehicles and raw-material are:
a pita (b) Labou: (c) Land d) Investment
(15) Land as a factor of production has the characteristics of: i e
(a) Free gift of nature (b) Limited Suppl
() Different in fertility (d) All of thcsepp d
(16) ?l)l thhling’s( or Ggoods produced as the result of human labour are called:
- T?-I ar et o?ds (b) Stored Goods ' (c) Capital Goods (d) Perishapk
(a)c ;g:n}:tllt made t;cl:)r the use of labour in Production is called: o
pita ) Interest : ‘ag - ~Rent>
(18) Capital is defined as: ’ () Wages @
(a) Only mo r
© me’f ney (b) Natural rescurces
it (d - '
(19) The number of the factors of production is: ) Man-made means of produces
(20) -g-;;z Two d (b} Three - (C) Four (d) Five
(a)e r;z:i:; or remu?;)rat;on of capital, is called:
(21) Itis a direct result of savi:;;:csr il (d) Wages

(a) Capital e
‘ Saptids (b) Profic (c) Srock (d) Labour
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Chap.9 Money

Chaprer 9

e ORTANT SHORT QUESTIONS & ANSWERS

Describe the kinds of Money.

——

Q.1 Define Money.

Ans:[i] Money

A means of exchange that is generally accep
bts is called Money. It helps ma

payment of debts.

ted freely in sale and purchase of goods o ;
n as the medium of exchange in 5ullu:

the payment of de
obligations and the

Kinds of Mone

ant
() , s _—
The government 1SS ific dd ] d. pove ent of Pakisty

different value e &gins have specific 0@ ‘
has issued on five rupees coinswil ' ; the payment and
nobody deny th t.

(ii)  Paper Money

iggenerally c . '
issued b ﬁE“ the central WO rupees coins
are issue g ent and the five i - D20, §0; 100, 500, 1000
5000 are issued by the ce LK - ese noteg have
ize, colour and desi i 5. notes can easily be
i : . terate person

recogniz
can also recognize them. These notes are thd
so anyone does not deny them to accept beca
Central Bank.

(iii) Credit Money

The written documents or verbal agreements which are used as a medium to obtain csh
amount according to their nature and form of agreement are called as Credit Money. Cheque,
Promissory Note, Bank drafts and Bill of Exchange are included in Credit Money. Though thes
credit instruments like cheque, draft, promissory note and bill of exchange are not in the form of
cash but the payee has trust on the drawer of these credit instruments that he can easily draw the
cash amount by using them, so these kinds of instruments are called as Credit Money. Now-a-days
mostly payments are done in business and trade through these credit instruments and the parties
are mostly satisfied with the use of Credit Money.

Q.2  Define the following terms:

(1) Money (ii) Credit Money (iii al
Ans:[i]Money Y

A means or medium of exchange that is i :
/ - generally accepted freely in sale and purchase o
gooﬁs or. in 'che'paymcnt of debts is called Money. It helps man as theymed.ium of exchange #
business obligations and the payment of debes.

(ii] Credit Money

ﬂl .
amount to c}fcﬁnnr:fSrfo:u: F ats or verbal agreement which are used as a medium to obtis al
nd form of agreement are called as Credit Money. Cheque, Bank
]
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promissary Note and Bill of Exgpm———— "2

change are included jn Credi
(i) Value of Mone B

The purchasing Power of mo '
relationship between a unje of money angey 1s called as the Valye of Money. It expresses the

When the price rises, the value of Mmoney falls p
The situation in which the Supply of mone
called Inflation. In the situatiopn When the ¢
services are decreased is cajleq Deflation,

Q.3  Define Money in the words of Professor Crowther
Ans: Money

€otimanly 41 metallic coins and ':i“m’-'ﬂ"—'y notes which are paid or accepted freely as the

prices of .5°°ds and services and also yge for the Payment of debts and moves from hand to
another without any obstacle are called as Money., Professor Crewther has given the best definition
of money. He states:

"Money is anything thae is generally acceptable as o medium of

exchange and gp the sometimes performs the function to measure
and to store the yalye. (Professor Crowther)

Q4 Define M. € the characteristics of Ma
Ans: Honex ln E
S

A medium o t is generally ac

services or in the Paym f debts is called Mone{,
business obligations an

everyone without any hesitation in ex
sale and p e through money, Th _
valuable merals si ue. As)|cOffp
acceptability because of the legal support of the gove
(ii) Measure of Value

Money is the value measuring instrument, §g it is.x o the valu :
to be stable. It is also an essential characteristics of money. As money serves as a unit to measure

the value of other goods and services, so it should be fairly stable in value,

(iil)  Durabilit
A thing that _iszused as money should be durable. It should not be perishable and be able

O retain its value for a long time. It should be able to store.

l‘ * oge
¥)  Divisibili b e
) Divisibility is'alznother quality of money. It means that the thing which is used as mone

‘divided into small parts there should be no difference in its total value. W
o ognizibili o i : R
) Ifie:;le ':::.:g:ﬁr:i!cs of money that its different units can elasﬂyhbe reFoganfed mf

¢ir values. Because of this characteristics, people can easily recognize the various forms
P 1 System.

5 Write down five difficulties of Barter Sy

" Aaamr"xhich .c:mmodit)’ is exchanged with commodity is called Barter System.
system in
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The Difficuliies of Barier Sysiem ‘*%

Five difficulties of Barter System can be described as following.

(i) The Barter System had lack of double coincidence. It was a great difficy)
- inconvenience to the people. vy Cusin,
(ii) Another big difficulty in Barter System was lack of common measure of valye In

of Want was the major measure of value therefore the most needy person had tg o
Ofter hj,

good at a lowest value. -
(iii) The Barter System had also a difficulty of lack of divisibility. Most of the thin

their value after division, so such things were difficult to exchange. gs haye logy
(iv) Lack of Store value was another main difficulty of Barter System. Particularly th,

¢hat could not be stored for a long time were difficult to exchange under Baneress%

with their actual value after storing. Ysten
v) Difficulty of differed payments was another problem under Barter System. Because

lapse of time, the degree of intensity of wants as well as the value of goods are subj;ﬂ

to undergo changes and causing loses to lenders.

Q.6  Define Cheque and draw a specimen of cheque.

Ans: Che

A ki paper which is i y the baak i anthoelder for dealiy
money is called Cheque. It is an uncondition g drayg specif Signedh:
drawer, directingsthesbaak to pay him on dem i rtdin person.

Speecime

o bt l— - m s .,
QAL -F'we E’-TMH;M X TRitME :u
N e |
A

Rupees | PS
lance | 25,600/-|— || Do not write below this line.

[Depos.it 4 \
{Total | 25,600/-|— [|'68458411°0 £ 40 =

Q.7  Define Bank Draft and draw a specimen of Bank Draft.
Ans: Bank Draft

A credit instrument which is issued in the form of an order by one branch of a bank to
pay a certain amount of money to a certain person whose name is mentioned on it called Bank
Draft. It is an instrument in writing drawn by one bank upon another bank or by one branch of 2
bank upon another branch for a certain sum of mon2v payable on demand or to the order of paye¢
there in. Any person can obtain a bank draft after paying the bank charges whet.her#l

account holder or not.
o R
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specimen of the Bank Drafy

B MAH
@* JOSH COMMERCIAL BANK LIMITED 270

-e-Quaideen Branch - Karachi

Iqra Econemics for Class X

Date: 25-10-2015

: , ©n DPemand Payto Gubm.z Fﬂ-lllﬂa or Order
% RupPEEs Sixty Five Thousaud (Ouby)
G

rﬁ-\ To the . S Value received

Signature G“M

Ans: Purchasing Power of Mone

The value of mone ns - .
goods and services ar. ﬁ* idered as its Purchasmg Power. It is equal to the quantity of

varies from time to

ce increases th
but when the price decréases then the purcha:mg -

also decreased becaus rease in the supp : _ incre: ' o ..
supply of money then Hmoney is increased. [ il
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IMPORTANT DETAILED TYPE QUESTIONS AND apg,~\

Q
. . j \k‘
Define Barter System and explain the difficulties of Barte, S.Plte,,,.

Q.1

Ans: Barter System : '
In the early stages of Economic life, the human wants were very limiteq 34

use of money. Free goods were found in a Iarge. quantity because different People adl:}pte;u-w"le
professions. Some people associated with agricultural, some started to weaye the clop.. ity
started to make earthenware while the other worked as labourers. Thus every man used ¢q . o
necessary goods for himself. After a long time, man began to produce surplus 8oods, ¢, hep'
to exchange goods for goods in order to satisfy his wants, thus a system of exchange Boody
goods is developed. Thus a system of exchanging goods. Wiy

The Difficulties of Barter System

The difficulties which were present in the Barter System can be described a5 [DH%;

(i)  Lack of Double Coincidence of Wants
T ifficulty in Barter System was that it had very short circumstances o q
a person wanted to exchange his cloth with sugar then he had to fiyg

coincidence

such a per ssed sugar, If he f6¢ a0 Wanted to Bxchange b
but he did not require cloth but he wandedl e 1ge, t -- Pcessary tq
another per: anted to exchange [fige 2 dirfcte T-I# S€R0t goods be
two person ssible and too m Ep 5¢ € Rroblem of exchangy,
goods. h.

(ii) Problem of Determings

ons involved ange o : After System, they
was a H f determinadioff™g stand Va 1 ds arisen, [t yy
becau imgmanmeasure the , & with each othe

For example it was difficult anged with tey
oerams of wheat or how
This
goods was not possible.
(iii) Lack of Divisibili
Some goods are unable to sub-d
their value. Under Barter System, the excHY ¢ ol the goods which lack of divisibility was not
possible. For example cereals and other eatables like wheat, rice, sugar, pulses etc. can be
sub-divided into small or large parts but the value of commodities like animals, bed, table or a bul
cart is eliminated if they are sub-divided into parts. If a person wanted to exchange his bull an
with sugar, rice or flour then many difficulties were present in that kind of exchange.

(iv) Lack of Store Value

Money can be preserved as savings in present age and it can be used after storing for2
long period and there is no risk of economic loss in it. But in early ages goods were preserved by
man as his savings and these goods were considered as his wealth under Barter System. M of

parts, they lose

. (v)  Difficulty in Deferred Payments
It was difficult to make credit transactions under Barter System. It was impossible ©
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gvolution of Money

/P—eaple faced a great deal of difficultj

s, Thus man started to discover an ins

ution to overcome the difficulties of Bart
s‘:c a5 the instruments for exchange but a
e 0

es under Barter System with the increase of their
trument for exchange in order to made a permanent
er System, He used animal skins, stones, shells, cattle
: Il these things were not proved to be durable and the
gifficulties were remamedl as same as were faced under Barter System. Human efforts were

mained continue and precious metals like gold, silver were then started to use as the instruments
for exchange. Thus man come out from the use of Barter System and started to use the precious
metals as money. The use of tl:;ese metals helped man to overcome the difficulties of Barter System.
At last paper money then credit money were approved to use as the medium of exchange.

Q.2 Define Money and describe the important functions of Money.
Ans: Money
A medium or means of exchange that is

goods or in the payment of debts is called Mon
pusiness obligations and the payment of debts.

generally accepted freely in sale and purchase of
ey. It helps man as the medium of exchange in

the Functions of M
~ Important fulﬂﬂuey are following.
() Medium ge

Money is an important means of sale an¢

: : : gis the

fundamental and essenti of money. Man , : drdance

with his will due to exch {Money. Money can fi§ - ’ Ha s sinall to
of*¢e

large items. The proces g and purchasin; 8 _fnd sk 4h ffeely bg done

anywhere on behalf of utilizing money. ages are alsq
(i) Stand "‘i -
It is the @ol @f money thac ¢

measured because of money. Infact mon s as 4 sge
different go d services can be mea compareé
lacs while anothe englt may be
‘cost that the value of the house with 50 lacs cost isf
Thus money helps in the determination of price and

(ili) Store of Value

Money acts as a stone value and it is also an" 1l - nction of money. Under Barter
System it was not possible to store things for a longer period. Money has solved this problem, now
the stock can be used in future because of storing the value.

(iv) Standard of Deferred Payments

The value of money is more stable than other instruments of exchange, so the money
lender and money borrower both remain satisfied because there is no risk of the change in the
value of money. Thus money helps in credit transactions because of its.function. Goods and
services are bou ght and sold on the promise to pay money on a certain date in future. For example
if a person borrows Rs. 10,000/- for one month promise then he will pay the same amount of F
10,000/- at certain time without any misunderstanding. T
(v)  Transfer of Value 7 (T

Money also acts as transfer of value. The value, amount or wea!th can be transferred frc
one person to another person and from one place to another very easily b.ecause of money. The
Value can be transferred from one place to another. The transfer of value is done in the form of
currency notes or credit instruments.
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Chap.9: Money .
Q.3 What do you understand by

Ans: Valueof Money

The quantity of goods
called as the value of money. It is the power of
and services, so the purchasing power of money e

ation :

‘!El-—___—h‘rhe surchasing power of money 18 actually considered as the value of money. It alway,
keeps on changing. For example if one and half kilogrammes of srall;l:j can be bought in exchangs
of Rs. 150 then it means the value of Rs. 150 is equal to on¢ aqd ha d:ogrammeg of grams. Byy
two kilogrammes of grams are available at Rs. 150 then it is sa:d.r_hat che value of money has
increased. When only one kilogramme of grams can be bought in exchange of Rs. 150 then jt i
cleared that now the value of Rs. 150 has become equal to only one lulggram:ne of grams, it meap,
that the value of money has been decreased. It is the common observation _from th? past that ther,
is always a trend of increasing the prices of commodities, when prices rise continuously then j;

proves that the value of money or its purchasing is also decreasing conr.i-nuous}y_
As the gise or fall in the prices of commodities results the change in their demand ang

supply. Similarly d and supply of money produces a direct influence on its purchasin
po?xl:::g The de means the quantity of money which is required for transactions an:

or services which can be bought by using one unit of mop
money through which it is exchanged with gooq,

xpress the value of money.

for satisfying daily e supply of mone . currency notes and
credit money whigh i issued by the governm : It should also
be remembered 1 coin or note pasge F AN nlation. For
example a note of R moves from persg . ' [Ito third, then
third to fourth and oves from the fou fifth person, of circulation
shows tha t ly of money in this cds¢ i e qu: . K - Li{s, 100/- because
five differ ‘ sl:‘:ency note e ywants : supplied of
consumin " ibiic the quantity gf'momey 2100 15 e value of the
money will decrease. On "% 8h Bary, if the quandifi, Of JMOLE i foh 15 der the s

i m all ab sgussion that if

con"nsthenthevalueofmo ill i 1 :
there is I e in the s or'S EO0dS - 1y ' is increased then
the purchasing power o money

Similarly if the supply of the consumers gav of money is
decreased tlien the purchasing power of mone GEedséq 1 the prices of
goods. It is necessary for an stable economy offa i pply remains at
2 certain level with the trend of increasing the
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IMPORTANT MULTIPLE cH OICE QUESTIONS (MCQs)
= il
0l Choose the correct answer for eqch of the following from the given
! options:
) Every currency note bears this statement:
( (a) The bearer will be paid on demand (b) The bearer will not be paid on demand
(c) Itis the possession of the bearer (d) All of these are not correct
0 In Economics, commodity exchanged by commodity is called:
() Islamic System (b) Barter System (c) Foreign Trade (d) None of these
0 The definition of Money has been given by:
(a) Professor Marshall ' (b) Professor Robbins
(c) David Ricardo  (d) Professor Crowther
n Money performs the functions as:
(a) Medium of exchange (b) Store of value
(c) Standard of yments (d) All of the:
5) The value of m
. (a) Increasing
(c) Purchasing po

(6) Money has remo

(c) Transfer of we
(7) Credit con
(a) Fiscal

8) The Natio istangwas founded i o
(@) 1947 ) 1948
) In present age, it is stored in the savi
(a) Ce _
(10) Coins, paper money and credit money are the ki
(@) Wealth (b) Capital
(11) These are included in Metallic Money:
(@) Coins (b) Cheque . d) D
(12) Different kinds of currency notes having different values are called:
(a) Coins (b) Paper money (c) Credit money (d) None of these
(13) The coin of rupee one is issued by: -
ga; Commercial Bank (b) Central Bank
€) Government "~ (d) Ministry of Finance
(14) Cheque, Bank Draft, Bill of Exchange etc. are considereﬁs:
(@) Metallic Money(b) Credit Money (c) Papermoney (d) None of these
(15) Money acts as a common measure of:
(@) Price (b) Value (c) Purchasing Power (d) Stock
16)  This kind of money does not enjoy the status of legal tender money yet it is accepted as a
Medium of exchange on account of confidence in the issuance authority: ST
(2) Coins (b) Metallic Money  (c) Paper Money (d) Credit Money
(17) Gold and silver are used as money because of their:
1) (@) Colour (b) Durability (c) Intrinsic value(d) Strength
Paper money has a characteristics of general acceptability because of its:
15 (3 Colour (b) Size (c) Value (d) Legal tender
The value of all goods and services is measured in terms of: r
(20) (a) Money - (b) Stock (c) Supply (d) Deman

It is the most important function of money: ,
(@) Medium ofpgxghmg (b) Standard of Value
(©) Store of Value (d) Standard of Deferred Payment

;
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Chap.10: Banks and Banking

Chaprer 10
BANIKS AND BANKING

W
SHORT QUESTIONS & ANSWERS R

———,

IMPORTANT

Q.1 What is a Bank. Give the various
Economic experts.

Ans:(i] Bank

definitions of Bank as givey by

y is called 2 Bank. It accepts deposits from jy,

A financial institution which deals in mone
them for productive and non-productive purposes in neeq
ted from common public. -

clients and makes loans and advances to
[t deals in business from the deposits accep

Definitions

(i) Bank is such institution which receive .
e aders and eam profit a

Vari

‘amou then advances 19z

i.ntere¥
(ii) Banks ey and promote cff aGt1on §, BECauSe
(iii) Bank advances a business of promog C o gers, Itjis the business

M'ME1| ITS&ompe" e ‘ f® people forithe creation of
Q.2 write d 2} ere 3 ' of Banks,
Aris;, Bank @

ial insticusi deals i i ptingsdéposits from i

clients then issues loans for the development gf Erade™ q ‘ Bamk. .

Kinds of Bank
The names of various kinds of Bank

(1) Central Bank ii ommercial Bank
(iii) Indgstrial Bank ' (iv) Agricultural Bank
(v) Saving Bank (vi) Co-operative Bank

(vii) Exchange Bank
Q.3  Write down any five functions of the Central Bank.

Ans: Central Bank
The bank in any country which is authorized by the government to develop the monetary

system and to control the banking activities throughout the country is called Central Bank. It helps

the government in order to improve the economic system of the country

Funetions of Central Bank
Important functions of Central Bank are followi e B
; 3 : wing. ~ > |EaEh
(i) A central bank issues currency notes having different values. They also have';- -

colour, designs and size. In Pakistan, C
= , Central i
o  RaSRe 100 Re.500 Rs. 1000 and s i b dac e o
prcc}:?dt:s tga;:: c‘; esl;f:rms all those services for the government which a commercial bank
loans to the govemmn;:?.a.lrtr:nasesaibﬂn' custodian of the government securities, provides
advisory services to the g' OVe_nuiem_ reign exchange for the government and also provide



) panks and Danking 83 Igr

aapJO S8

‘-’N!"' " Central bank also acts as a banker's bank. All commercial banks of

(o policy of central bank. It is the custodian of cash reserves of comme
cts as lender of last resort, Cuse
‘:‘,emul bank takes steps for credit control in order to keep the stability in prices bec

a Economics for Class X

a country follow the
rcial banks and also

w Le circulation of money produces direct effect on the prices.
tc‘cntml bank acts as a financlal advisor to the government because it helps the
W government to maintain financlal stability in the country. -
Q4 Define Commercial Bank. State any five functions of a commercia
: bank.

Anst commercial Bank .

A financial institution which accepts deposits from its clients and makes loans and
ydvances them to businessmen and traders and earns interest on it is called Commercial Bank.
functions of Commercial Bank
= Important function of a commercial bank are following.

0 A commercial bank receives deposits from public and puts them into varicus accounts

k like current ac . g account, fixed account and profit and loss sharing account.

(i Commercial Jui“c short term loans 'tcrm.lf:an.s.
These loans issued against §e - - g facility is
also provided by commercial banks in theé 2 50 provide by

discounting ¢ ange.

(i) Commercial bm rform the functionfof tnas zom.one place to
another by chatg inal commission.

(iv) Commercial banks also provide lockers for® " tody to
the val !

(v) Comme g e, bank

drafts, cheques an

Q5 ite a short note on
Ans: State
State Bank of Pakistan is the Central Bank L
Quaid-e-Azam Muhammad Ali Jinnah issued an ord - i Bank of

establishment of the State Bank of Pakistan on July 1, 1948. According : Order 1948,
the bank entrusted with the duty of regulating the issue of bank notes and keeping the reserves
with a view to seek monetary stability in Pakistan and generally to cooperate the currency and
credit system in the country. This order of 1948 has been substituted by the State Bank of Pakistan
Act 1956. State Bank of Pakistan performs all those functions which a central bank performs.

The power to supervise and control the functions of the bank is vested with a central
board of directors. The central board of directors consists of a governor and one or more deputy
governors. The chief executive of the bank is governor. He is responsible for controlling the affairs
of the bank on behaif of the government for a term of maximum duration of five years. The head
office of the State Bank of Pakistan is situated at Karachi. There are many other branches hdyes:
been established in big cities of Pakistan. National Bank of Pakistan represent the State Bank|ofi";
Pakistan in those areas where the branches of the State Bank of Pakistan have\nur’?e -
established.

Q6  Describe briefly about three main Departments of the State Bank of
Pakistan.

Ans: The Departments of the State Bank of Pakistan
Three main departments of the State Bank of Pakistan are following.
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(i) pepartment of Note-Issue .
This department of the State Bank of Pakistan 155U€s currency notes. It maintain, n
reserve in gold, silver and foreign exchange equals to 30% value of the issued currency notes.

(ii) Department of Banking . N
This department of the State Bank of Pakistan ha_s a responsibility to supervise )
schedule banks and provide them guidance for the implementation of monetary policies.

(iii) Department of Exchange Conirol | _
This department of the State Bank of Pakistan manages to obtain and to distribyy,

foreign exchange.
Q.7  Name any five famous commercial ban

Ans: Commercial Banks of Pakistan

Previously all the commercial banks in Pakistan were owned by Private Sector but o
January 1, 1974 all commercial banks were nationalized. Now some commercial banks in Pakistaq

are performing their functions under the supervision of the government but mostly commerci
: ate sector. The commercial banks of Pakistan play a very significan,

banks are functioningsi .
omy of the country. The functions of all these commercial banks are

role in the stabilj
as common as g cial banks perforg
The names of famous commercial ban

(i) i Bank of Pakistan
(iii) IVE ank Limited

(v) ommercial Bank

Q.8  Write down any five diffe

ks of Pakistan.

Ans o
CO

-l

(]

I

(2) :
affairs and monetary system of the 3
government.

(3) Profit earning is not a purpose of central[(3) Profit earning is the basic aim of
bank. Its aim is to stabilize the economy of] commercial bank. It provides loans on
the country. interest.

(4) t(_:en:l:-al ban.l-:. takes steps for credit control|{(4) Commercial banks do not work for the

or the stability of prices. credit control but they only assist central|
bank in this respect.

(5) gen;;:al I:Janl.c draws all policies‘relatcd to|/(5) Commercial banks follow the policies
anking by itself. It.acts as a@wsor to the framed out by the central bank. These

g::;{;ﬁ::nt for solving financial and fiscal banks assist central bank i

P . enforcement of its policies. ri 4

Q.9  Explain the following or write notes on following. — |EE
(;) Current Account (D)) Saving Account
(iti)  Fixed Account

Ans:[i] Current Account

Th  which there i ot
S dur?n ;c:lt::mull;nli::lud;' there is no restriction of depositing and withdrawals of the cash
T o :'omm ea lmbg h::mrs of the bank is called Current Account. This account has
ercial banks for businessmen, firms, industrial insti.tulions and other
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,':;.b_”c or private organizations, No profit is paid on thi

1o operate this account, so the account holder pays interest to bank at a low rate.
(ii) Saving Account

Ng or write notes on following:

(1) Profit and Logs Sharing Accour:

The account Which ; ially offered by
small savings of commo d it provides the i
Profit and Loss Sharing is represented b
bank and the account ho eﬁ

hare in profit and JJoss
on January 01, 198].. Previously this account was nap

the interest on thj uar. arns the préfit4
to the account hol ith his deposited
the account holder Sa m

(1)) Overdrat:

& ility which is pro
withdraw a limite cess of their origi
provided on cu

frent account only. The bank examindk
before granting the overdraft, Overdraft is short terfn
bank on the amount overdrawn. Overdraft helps the 2
business, thus he alse BELs an opportunity of earning more profit.

(M)  BiNor Exchange

The document which is used by the businessmen, traders,
other people for the settlement of business transactions and is used
Writing and contains the acceptance of debtor for the payment of ce
fixed future time generally three months after date is called Bill of Exchange. It .
between the traders which is converted into cash amount after three months. This.bill is returned

ditor after the acceptance that asks for payment at maturity by presenting it to the debtor.

bankers, industrialists and
as unconditional order in

is an agreement

and the commercial bank cuts its commission and page the amount of the bjll of exchah

before its maturity. This process is called Discounting of Bill of Exchange. Bill of Exchange is also 3
Kind of shore term finance.
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Q.11 Write points of
Non-Scheduled Banks.

Ans: Difference between sched

SCHEDULED BANKS

(1) The banks which are registered under the[(1) The banks which are not registered g4
State Bank Act - 1956 are called Scheduled State Bank Act - 1956 are ¢

Non-Scheduled Banks. td

differences between Scheduled Ban}g "

uled and Non-Scheduled Bayy,
NON-SCHEDULED BANKS

Banks.
(2) Central bank provides clearing house|(2) Central l?a!nk does not provide cleariy
facility to scheduled banks. house facility to non-scheduled banks,
(3) The central bank provides the facilities to (3) The central bank does not provide rp
scheduled banks for the transfer of money. facility of transfer the money g,
non-scheduled banks.

(4) Non-scheduled banks cannog take [oz,
from the central bank at the time qf
financial crisis. !
The paid up capital of non-schedyleg
banks is not fixed.

(4) Scheduled banks can take loans from the
central bank at the time of financial crisis.

(5) The paid f scheduled banks is|(5)
| fixed.

Q.12 Write down important fun -
Ans: The BigicdBank of Pakist:

The Cent E ‘
monetary systeth of Pak
Pakistan.
The Fuhctigns o€ ihe State Ban
. mportant furdcdons of the Stat@ Bas
(i) e State Bank of Pakistan has thé s
rupees coin which is is

e B ' 3 oy ? qonetary policy

2istan.

enance of the

(ii)
; of Pakistan.
(i )
. 5 o the expansion
(iv) The State Bank of Pakistan has fulljpow anking system

of Pakistan.

) exlhcehasx:;?cgnmkcml‘):n l;alnd;:tanextactslas a custodian of foreign language reserves, manages
~ ern H

sovemment of Fakistan ta-all ﬁn:.n val u;l ::‘t :?se. currency. It also acts as an advisor to the
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“|MPORTANT DETAILED TYPE QUESTIONS AND ANSWERS
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Q1 Define Bank. Describe briefly about different kinds of Bank.

Bank :
hnst A financial institution which deals in business of money after accepting deposits from its
dients then issues loans for the development of trade and commerce is called Bank.

Kinds of Bank

Important kinds of Bank are following.

(1) Central Bank

Every cauntry has its own central bank. The central bank of Pakistan is the State Bank of

pakistan. It helps the government for the betterment of economic system. It has no objective of
profit earning but operates the monetary system and fiscal policies.

(i) Commercial Bank - _

A bank which receives deposits from public from their surplus amount of money and
collects the 1 in various kin unts then issues loans for earning profit is called Commercial
ank. In our country HabibJ Eimited, United Bank Limited i - p

Bank of Pakistan are all mmercial banks{Common peqple
services of these banks.

(i)  Industrial :Eﬂ‘ n -
A bank which p in the development ¢
S

Bank. Pakistan is a progre and the industrigs in
in better ways, so industrial banks have been establish

industries. These b “ tnance for the
Development Bank i ), Pakistan Indus
(PICIC), National I oration (N.I.T.)

Pakistan.

ANIAR NN - Dhgl 11 K

(v) A vral Bank |
A bank whic or thedevelop Sector s as
Agricultural Bank. The government of Pakistan has establish )

development of agriculture, the branches of these t

eds, 8, achines.
tan (ADBP) is associated to the

A I
(v)  Saving Bank ' |

A bank which encourages and collects the scattered savihgs of common people is called H

3 Saving Bank. These kind of banks help people to make small savings. Besides banks, post offices

provide this service. The government of Pakistan has also established "National Saving
Cen

tres” in order to create the habit of saving among people. These centres issue saving certificates ! =;
d other schemes from time to time. .

. . =il

Co-operative Bank : pReAD
A bank which is set up to provide credit facilities to small farmers and industrialists in |:%:
order to rajse their income level is called Co-operative Bank. These banks are formed under =&
-0perative societies Act 1925. The main objectives of these banks is to provide loans to farmers
for the development of agriculture. Besides this the members of co-operative society also get
€lits from these banks because they provide credit facilities to their members. The formation of
€0-0perative societies and co-operative banks is associated to the rural development and the

developmen of agricultural output. Provincial Cooperative Bank of Sindh is the example of

Perative Bank

N
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Exchange Bank
fv") A bank which provides foreign exchange to importers and exporters to a country | Calleg
Exchange Bank. Foreign currency is required for lmerna;iona} tmjde u:ll::ch I: P{;_’;ld!dlby these
. reign rency, ey a 50 |
; help in the conversion of local currency into fo e
:’r:';tﬁe:;h:feq:ef a:d bank drafts. Western Union Bank and Bank of Tokyo are examples of these

banks.
rigage Bank
i :'boank \:ﬁch provides loans to people against their movable or i;lnmovable Property |,
called Mortgage Bank. These bank pledge or mortgage movable pr OPﬂ:Y in the form of gold, sijy,,
and financial documents and immovable property like house, shop and land. )
Define Bank. Give its kinds and describe the functions of a Centy,

2 .
N Bank. What role do banks play in the economic development? A,
explain the main functions of a Central Bank.

Ans: Bank '
A financial institution which deals in money which accepts deposits from common people
then issues loans for the development of trade.
Kinds of Ba
Impo ank are following.
(i) nk
(iii) Industrial Bank
v) i
(vii) Bank
The Role of
be described a3

- following. ‘lll,
=~ A REL i
ec i ' 8n€ciry and fiscal p : Ci A
m ger issue on the basis of

(ii) All commercial banks rec i
W f trade and

bus

(iii) Agricultural banks issue loans for thi lopment of
agriculture.

(iv) Saving banks recéive deposits of small ake people
habitual of saving. They also issue savify ficates.

(v) Exchange banks deal in foreign exchange and currency and helps in promoting foreign
trade. Foreign currency is required for foreign trade and these banks provide foreign
currency.

' Thus banks promote capital formation which bring economic development and prosperity
in a2 country. Banks encourage saving and investment. Banks also play an important role in the
expansion of credit money. They promote industries, trade and business by issuing loans. Thus
banks are responsible for the development of money market and capital market in a country which
finally brings balance in the economy.

The Funetions of a Central Bank
The functions of a Central Bank can be described as-following.
(i) The Issuance of Currency Notes

The central bank has an authority to issue curren '
T . €y notes. It issues the notes of different
values in dz-ﬁ’cren: colours and designs. In Pakistan the currency notes of Rs. 10, Rs. 20, Rs.50,
Rs.100, Rs.500, Rs.1000 and Rs. 5000 are issued by Central Bank. :
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The central bank erform :
rovide to their customers, 'I[J‘O Protesc:]tlhteh:::u:-ietriwces £0 the government whijch commercial banks
P overnment and to issue Joa" are the duyg. ofeé;:lft:illeagovl:rnmcm, to provide foreign currency
(ili) Banker's Bank T
-"-'_——-—_____‘:-_
All the commercija] banks of t

he co
It is the lender of last resort to the Com s fonow the mo

A Netary policy of the Central Bank.
. m
e gl finally it ger. 3 :rccll::rl;:nks. It keeps the cash reserves

g house in settlement and ¢ fer.
(iv) C%nfrollnol; the Circulation of Money and p ”“;“"5 .
tr 2
) IA. enf W acts as 2 Buardian of money market and keeps the rices on level because
the circulation of money Produces jtg e 8. p

(v) Financial Advlsogz Services

The Central Bank Provides advis i
st adiice:t0 thi govern s L on finsgers :;fya is’::f'vit:es to the government on financial affairs, It
Q3  Define Commerciq

bksitn I Bank gnq describe the functions of commercial

Ans: Commereial Bank
A bank which i
collects them in variou

Bank.

€posits from pub
ounts then issufs

The functions gfid : n

(1)
Commer i

cia osits fron
kinds of accounts. E‘ pecple depg

(i)
ixed Account

(iii)
(2) P sion of Loans
Provision € seconfl impo
banks provide loans for commercial purpose on

interest is low on short term loans while the rate [pf
loans are provided on the basis of some legal termstand conditia (k

3 lump sum or installment according to the desire of the borrowers, Commercial banks
loans in following forms.

(i) By out draft (ii) By discounting the Bill of Exchange
(iii) By opening loan account

(3)  Public Utility Services

Commercial banks provide following public utility services in order to provide various
facilities to common people.

(i) Transfer of Money

advance

Those traders who have their business in different areas of the country, commerdizl; =

baaks provide them the facility of transfer of money. The required;g:o::hn:t c:t;tn;mm he
received in the form of a draft through the branch of the bank located in .

receives some commission for this process.

(i1) Provision of Lockers

Commercial bank ovide o. k o their account holders for the protection of

th i an o provi ers to their account hold h'

eir valuab] :mr : mlems ;::::ller; :;;d 5;:;::1;1 ocuments. The key of the locker is kept by the
es, - : d
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anager - holder The locker can be g |
managet of the bank while the other is given to the account r ker can be .

need by using both the keye Commercial bank receives some fee on the provicion of llthr' el

(iv)  Provision of Exchange

Commercial banke provide their account holders and common people the CUPONCY nopey
cheguee. drafie and bille of exchange These credit instruments help in transferring huge ln-u..,
money from one piace to ansrher without risk. They give protection and make the bmlanq.-,
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o AREORTANT MULTIPLE cHOICE QuESTIONS (Meon)

: Choose the correct . T -
L options: answer for each of the following from the given
l” Thi‘ blnk dl.‘als in fOI‘Qi

(2) Industrial Bank

Lt b L L e ——

EN currencies:

(c) Exchange Bank gﬁ Saving Rank
i Agriculture Bank
Q) This department of the State Bank of pakj y Af n
(a) Banking Department aKistan issues currency notes:
(c) Exchange Department EE; gurrcncz Issuing Department
) The Central Bank of Pakistan js: one of these
(a) National Bank (b) Habip B
@) Commercial banks receive the: . (€)  United Bank (d) None of these
(a) Deposits (b) Prize ;
(5) The number of the kinds of mo?':;d:re: o R (d) None of these
@ 2 ®) 3

(6) The head of th ak of Pakistan is: (© 4 d) 5
(a) Manager hancellor -
M Which one o = . . g

is not i
(a) Issuance of Currency Ao

(c) Banker's ATKS ,
8) Before the ori i " ——— ople
: business 'mstiIn Il ing these had a gre , dlofi At oniy i ut all big
(a) Merchants (b) Money Lenders , .
@  Bank ke i —'!i‘ ‘ (4)" B
- ERREL
(10) State B i .H .
(a) Commercial Bank of Paki

(c) tral Bank of Paki.
(11) Credit mo

(a) Cheque (b) Bill of Exchange
(12) Cashier's Cheque is a:

(a) Bank draft (b) Pay order ) e
(13) The Bill of Exchange is originally accepted by:

(a) Seller (b) Buyer ! () Bank (d) Creditor
(14) Lender of the last resort for commercial banks is:

(2) World Bank (b) Central Bank (c) Industrial bank(d) Mortgage Bank

(15) The most common use of foreign payment is:
(2) Bank Draft (b) Postal Order (c) Bill of Exchange (d) Money Order
(16) Commercial banks transfer the funds from:
(2) One place to another (b) One branch to another branch
(c) One bank to another bank (d) Allof these
(17) Credit Creation is the most important ﬁmcno(:;)of:s ) ey
(a) Co-operative aving Bank e L
(c) Com:l:ercial (d) Central Bank T R

(18) : - withdraw his amount:
& edAc:eaTVs e () Afes owoyears (@ On the expiry term(d) None ofches
(19 i -
) '(l;l;e Centfalsa;zlé :ioes it work for: (b) The prosperity of country
(€) The berterment of commercial activities(d) The development of commerce

kst (S A A
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(20 e { s mainly comprised ol money |
(20) Commercial Dank's fune y i fiom Eanssdl oo

(c) Own capital :
a custodian of customer s

1) A commercial bank acts as
{ (.!)t ':'mperty (b) Valuables (c) Business (d) None of thege

: ij: E‘:c:::‘r[r‘:}iz:iﬁﬁ::‘E':lé{E%:jiﬁi{‘f; i:}.:l;:ly of nff),nr;‘ l:ulrlll:'r::md frarg:? Al of these

| Wi lm(-k;: . l-otﬂlr:;custodlan of Il(:)cuﬁfn%%mum W Other e
o ::nc Onl:?;:::cri:,! o ?l?)' a\;ah‘uble (c) Business (d) Cash
(25) This bank accepts deposits and advances Ioan(ll,:) Morasge Bsnk

(a) Co-operative Bank
(¢) Commercial Bank (d) Central Bank
The first commercial bank established in Pakistan was:

(1) Muslim Commercial Bank (b) Habib Bank Limited
(¢) National Bank of Pakistan (d) State Bank of Pakistan

(27) Price Stability can be achieved by adopting:
(b) Economic reforms

0 ration
E:)) mnpe (d) Regulatory trade policy
(28) This is9@al r's bank:
Ll L

(a) World Bank

(c) St riered Bank g
(29) Current B more suitable for "
(a) Capia (b) Salaried People C 98 Persons
(30) *“Monopoly of Notes Issue” is a charadte g8 uf
" ; ral Bank

4y FI( YPCommercial B
State B 5 was inaug
e Wammad Ali

a1
( i

(¢) Abdul Rab Nishter
(a )B of Ind

(33) In present age, a commercial bank de
(a) Wealth (b) Capital
(34) This bank issues long term loans for
(a) Central Bank (b) Commercial Bas 1

(35) These banks are related to the development of agriculture:
(a) Saving Banks (b) Exchange Banks (c) Agricultural Banks(d) Industrial Banks

(36) These banks provide foreign currency in the development of foreign trade:

(a) Commercial Banks (b) Exchange Banks
(c¢) Industrial Banks (d) Co-operative Banks
(37) These banks are established under the co-operative society Act:
(2) Agricultural Banks (b) Co-operative Banks
(¢) Industrial Banks (d) Commercial Banks
(38) This department of the State Bank of Pakistan supervise the commercial banks in the
country: =] 4
(a) Currency Issuing Department (b)#Banking Department P
(c) Exchange Department (d; None of these — I't'. ke
(39) The State Bank of Pakistan was established in:
(a) 1stjune, 1948 (b) 1st July, 1948
(c) Ist August, 1948 (d) 1st November, 1948

(40) The head office of the State Bank of Pakistan is located at:
(a) Islamabad (b} Karachi (¢) Lahore (d) Rawalpindi
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Ans:

(i)

(i )

(iif)
(iv)

(v)

Q.3
&ng:

“Trade. The b

advantages of Internationg] Trade. o Trods (OR) Write down five

20 or Internation
Foreign trade enables 3 ol

country to obtaj
the country becauss of thejy highest 0 such goods

which cannot be produced within
A country ear 7y cost of production,

X ange ex v
economic sub&ﬁ o 3 by porting its surplus

Foreign trad tional trade pr
developed countries 1o make progress.

countries whij {fhgaged in foreig
development o peace.
Foreign or indér 1

trade provides Relp
which are produced with

in country on larg
Foreign '-Hn“y to be
agricult [ S0 the upt 7
large scal@. Prod

opportunities and also help in
Wri sy

five disadvantages of Interna
Disadvantages of Foreic
Five disadvantages of foreign or internatid

Advanced countries, possessing more capital and high techniques produce better goods
while under developed countries are unable to get advantages of some facilities. Thus
foreign trade hamper their progress inversely.

The political and economic stability encourages the foreign trade and international
marketing. The countries involved are dependent to each other freely. When one of them
faces serious crisis like war or political unrest, its economy is badly disturbed. It also

affects the economy of many other countries. Thus foreign trade either disturbed badly or
closed.

i i hold in
The countries which are economically stabilized always try to get 0
international markets due to which the mutual trade relations are ba.dly‘affectcd. R
Sometimes a country exports the surplus goods in very large quanur.gd in order to earf :
lot of foreign exchange and the nation suffers deficiency of its own pr ;cnorf:‘.J B s
Foreign or international trade also promotes the expansion of some harmful p
which proved to be injurious to health and moral conduct.

Define Trade, Domestic Trade and Foreign Trade.
Trade

i i i lled
y g i‘ld 5¢ i"g °f EOOds persons in a soclety 1s ca
i md ’ervias among tw0 Oor more ’ '
“YCI satil-l:ﬁﬂs his wants Whﬂe [hﬁ ’dlel' earns pTOﬂt through this pO’WCl’

S5
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Domestiec Trade

The process of buying and selling of goods and services among the varioys ,,
. Sfom,,f
country is called as Domestic Trade. i

Foreign Trade

The process of buying and selling of goods and services among two or more COUntrig
the world is called as Foreign or International Trade. ol

Q.4  Why trade is necessary? Describe briefly.
Ans: Need of Trade

Buying and selling of goods and services which is called as Trade is necessary fo,
economic prosperity. All kinds of employment in the world are developed on the basis of , :
Natural resources play very significant role in the production. On the basis of natural resoype,, it
a fact that natural resources differ in their kind, quantity and quality from place to place ang reg| :
to region of a country. In the same way they also differ from country to country. Thy, t;n
production of different countries also differs in accordance to its quality and quantity, g In;

every region of the world makes efforts for production at cheaper cost of production. If the people
try to make such production then certainly the cost of production will

of other regions @f,
be high and production will also remain low. For example cotton is produced |y
large quantit d Punjab. If itfis tried to prﬁ uce in K P

Balochistan certainly its production will bé |

conditions for it n there. People of
production bccaP the differences of reso
differences and dile d services are ob

Q.5  Define the following:
M 0 'S'ods
me” Goods
An

CapiHal Goods

e d as capi
parts, machines used in factories, trucks, ae
goods.

(i) Industrial Raw Material

Those products which are used in i i i ;
as Industrial Raw Marterial. Mineral oil, iron, rubber and metals etc. are included in industrial raw

material.

(iii] Consumer Goods

) _ Those goods which are used commonly in daily life are called as Consumer Goods. Food
items like cooking oil, dry milk, tea, coffee etc. and other like medicines, magazines, books etc. are
included in consumer goods.

[ivli Defence Goods :

Those products which are used for defence purposes are called as Defence Goods.
Weapons, fighter planes, radar, tanks etc. are included in defence goods. w ]
Q.6  Write down the differences between Domestic Trade and Foreighs

Trade. —

Ans: Difference b/w Domestie Trade and Foreign Trade

DOMESTIC TRADE FOREIGN TRADE

The process of buying and selling of goods|(1) The process of buying and selling of §oo¢
and services which is done between

, ! and services between two or mof
various regions of a country is called as countries is called as Foreign Trade.
Domestic Trade.
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Wﬂade the mobility of labour|(2) In foreign trade the mobility of gzl_:ntﬂl mg
()[4 capital is easy. Capital and labour can labour is difficult because of religious T
;j: moved from one place to another cultural differences. Besides :hl}? t :
without any differences on the basis of problems of visa, passport ar}d exchang
high rate of remuneration. are also produced in the mobility.
mmcsﬂc trade all transactions are[(3) 1In foreign trade, the paymcntsf atrll.lt:

made in the currency of that country and receipts are difficult because o :
the parties remain satisfied. differences of the values of the currency o
different countries.

fu) In domestic trade, no restrictions are|(4) In foreign trade there are many kinds of
applied and there is also no legal commercial restrictions and legal

formalities in the mobility labourers and formalities are applied.
capital.
(5) In domestic trade uniform mercantile laws|(5) In foreign trade, different merchantile

are enforced in various regions of the laws are to be followed in different
country and all traders follow the same countries. The terms and conditions are

laws. All traders al i e kind o settled first before trade.
facilities.
Q.7 Define Imp&Mﬂ: down the najor.im

Ans: Imporis

The commoditi erial or manufa
from other countries are 3
Major Imports of Pakistan

Major im owing.
@ Capital g i , Spare pa
for trans ] r §, thitks, railway e
(ii) Cogsumer goods like edible oil,
bm%gaﬁnes etc. g
(i) Industri min il,

iron, metals etc.
(iv) Defence products like weapons, fighter planes

Q8 Define Exports and write down
Pakistan.

Ans: Exporis
The commodities, raw materials or manufactured products which are surplus from the

actual requirements of a country and it sells them to other countries and gains foreign exchange
are called Exports.

Major Exports of Pakistan
Major exports of Pakistan are following.

@) Cotton (ii) Rice

(iii) Sports Goods (iv) Surgical Instruments
v) Skin and leather (vi) Fish and Fish Products
(vii) Handicrafts (viii) Man Power
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IMPORTANT DETAILED TYPE QUESTIONS AND ANSWERs
/ERS

Define Trade. What do you understand by Foreign Trade? Descrip,
the advantages and disadvantages of Foreign Trade.

Ans: Trade
The buying and selling of goods an

Q.1

d services between two people in a society is calleg "

Trade.

Foreign Trade
The process of buying and selling of goods and services between two or more countries jg

called as Foreign Trade.

Advantages of Foreign Trade

The advantages of foreign on international trade can be described as following.

(i) Achi of Goads
It is vantage of foreign trade that it promotes the process of production
throughout the I s a country to obgain tHOSE gooe ek : duce itself or
mp : in i iflery, defence

can produce with high cost of production. For
goods, life saving agen in accordance to

(ii) Productic
Foreig

obtained through this
trade then 1 igh trade also
helps to ob O
(iii) Economic Prospérity -ul
ef developed

International or foreig ives i e
countrl world to achi i epity. 1 i hn of bilateral
cultural and econo tions whicH finally bri ﬂ R

(iv) Stability in Prices

International or foreign trade helps i

xchange is
5 no foreign

production. Goods that are produced in large quantity,
the price level is maintained within a country. For example if cotton or cotton yarn is not exported

then the price will fall down within the country upto such a limit that the cultivators of cotton

would suffer a loss.

(v) Specialization in Production
Each and every country of the world achieve a status to be specialized in the production

of particular goods in agricultural or industrial field. It produces such goods on large scale, thus the
opportunities for employment are increased within the country. Most of the countries try to
increase their exports in order to earn more foreign exchange. They also try to minimize the
volume of their imports. In order to achieve this goal, they utilize fully their agriculturgkang
industrial resources. . E £
(vi) Efficient Use of Production 7 |mEnRE

The biggest advantage of foreign trade is that it creates a very efficient and better use

all agriculrural and industrial production of the world.

Disadvantages of Foreign Trade
Some disadvantages of foreign or international trade can be described as following.
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Obstacle to Dey
() Porelgn trade I baces :" ment of Underdevelo ed Countries

Pon com i
more capital and technical efficiency o Petition. Advance

able to compete them in the Pmduc:‘ic(fnb;"" goods while underdeveloped countries remain
n : _ :
:mqu“ Thus foreign trade becomes i ecause of the shortage of capital and technical

() De endence of Other Countries RER A conany
Foreign or international trade |

k _ s related to the de ndence of tri h oth

i P": ::c:lf ;:i:f(i:;no\:vn;\cc :t:::i.lity €ncourages the foreign pteradc ;dothiur:u::;ezni::;l:co ineirt'
ol : r'a

:::’t;uies also fall in crisis. Thus fore?::mw falls in political or economic instability then other

trade either disturbed bad|
(ill) Doqllnaﬂon of Developed Countries y ot stopped.

d and developed countries possessing

trade relations of the countries.

(iv) Greed for Foreign Exchapge
Some countries involve to
order to earn more forea

raw-materials or self-m
a lot.

(v Harmfol
Foreign or int 1 trade also prof
injurious to health and m d of public.

Q2 Define Import rt. Des
cxport.Mo
Ans: Impo mun

Th&ngommodity, raw material
other countries 1 e

and mineral oil in Pakistan and Pakistan imports theg
Exporis

The commodity, raw material or a2 manufdétured product whick SRS
countries is called Export. For example in Pakistan cotton and rice are produced in exce
demand in the country therefore the surplus quantity of these is exported.

Major Imporis of Pakistan

Major imports of Pakistan are following.

(i) Capital Goods .

The goods which are used as capital after their import are called Capital Goods: Heavy
Dachinery, spare parts, machines used in factories, trucks, railway engines and boggies, aircrafts,
ships, boats, motor vehicles etc. are included in capital goods. A0
(i)  Industrial Raw Material el i the manfactariag proEE "éii:ﬂﬁ

cts which used as raw mate in . 2
ndustry a::‘ ;ﬁzgi;::smd;a: Material. Mineral oil, petroleum products, iron, steel, aluminum,
rubber, wood, tyres, tubes etc. are included in this group.

(iii)  Consumer Goods -

The goods which are commonly used in daily life are called Cow: r:ljo‘::mi?t;:;l:
&y milk tes coff, fruits, sugar, pulses, flour, spices, medicines, ; md: 4 :
*Ationary P:odct?ct: C;o‘;:)’ cﬂpet's warm clothing etc. are included in consumer goods.

ss of its
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Defence Goods |
(iv) ____—_The oods which are imported for the purpose of defence are called Defence
Pakistan 1mPor8ts defence goods from the countries which have friendly relations with, p Goods,
\;upons fighter planes, war ships, radar, submarines, tanks etc. are included in defence M.h.'

Major Exporis of Pakistan
In the beginning the exports of Pakistan consisted of raw materials only. Cottop -

leather hides and skins were included in them. Gradually the exports of Pakistan improyeq. Major
exports of Pakistan are following. o

i Coffon
" Cotton is the most important export item of Pakistan. Pakistan earns a lot of fOr!ln
COtton

i has been reduced. Man
exchange by exporting cotton, but now the export of raw cotton v
textile gmill: and factories have been established thmught?ut the country. Now cotton cloth gpq

cotton yarn is exported to other countries.

(ii) Rice -
Rice is another important agricultural product of Pakistan. Pakistan produces m
s a lot of foreign exchange through the export of rice. Pakistay i

ieties of rice.
uf:;:u: all over the production of high quality of rice. Arab countries are the chief

importers of ri

(iii) Sports Goods
Pakista ique status in tl ‘t-r!.'r‘ W materia|
required for th:rm of sports goods is n-Saft timber and
leather is requi sports goods . ming a flot of foreign
exchange. Sialkot has occupied eminent positi ockey, cricket bat

and ball, ’t in Pakistan
(iv) nfs

s also considéréd
surgigal instruments like knive§ ]
surgical instruments. tan earns ¥ lot of forei

to other countries.

(v) Skins and Leather

Skins and leather are also chief exports. c : : i
important industry of Pakistan. Varieties of shoes, suitcases, vases, hand bags and other leather
items are manufactured at Karachi, Hyderabad in Sindh. Lahore, Kasur, Gujranwala, Shaikhupura
and Mul@n are in Punjab. Peshawar and Sawat in Khyber Pakhtun Khwa. Leather is also tanned in
Baluchistan. Pakistan exports skins and hides, leather and leather products to other countries and

earns 2 lot of foreign exchange.

(vi) Fish and Fish Products

_ . Fish_is‘al‘so included in important exports of Pakistan. Fishing is an important occupation
in Pakistan. Fish is not only used as a source of human food but also used in preparing many
proquct:s. chu:al b_y-products are obuained from fish like glue, manure, and liver oil. Fresh
ﬁsht;ngdu.s done in n;'e:l;s Streams, canals, lakes and ponds while sea water or marine fishing is don
In the deep water of the ocean. The government has provided to fishing ind Pakistan expart
fish 2nd fish products to other cquntries and earns a lot of foreign exchfnl:e.usuy.

g;:_nries. The l_:est qua]ity.r of craved wooden furniture with glass work, beautiful decoration
furniture with different designs and colours, decoration articles made from ,marble is very famous
in other countries. Carved bed sheets, shawls, cushions, carpets, blankets embroidered with floral
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cw.lff -
mcolourf:lnzldk : reads are very popular. Handicrafts is a2 popular profession of many
in Sindh and Baluchistan. Flower embroidery, leather embroidery and zari work which is
mbroidery is done on cloth in Peshawar, Dera Ismail Khan and Nowshera in Khyber

golden elﬂl All th e '
cun Khwa. ese dicrafts have 2 big d i : .
exchange Is earned through their export. ig demand in foreign countries and a lot of foreign

(viii) Manpower )

: 4 d I:;Tc: :nbmanpow er besides its agricultural and industrial products. A number
of skilled 20 c:ns gross .‘c:.’l‘“el's are available in Pakistan. A number of Pakistani doctors,
epgineers, LE3CErS, technical experts and labourers are working in foreign countries. They are
cerving in foreign countries and contribute in earning Soselgn excheage for oan.
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IMPORTANT MULTIPLE CHOICE QUESTIONS (MCQs)

e Y e
“,““
-

Q.1  Choose the correct answer for each of the following from the gi
ven

options:
(N The famous city for sports goods is:
(a) Sialkot (b) Faisalabad (¢) Wazirabad (d) Karachi
(2) The City of Pakistan famous for the production of surgical instruments s
(a) Faisalabad  (b) Wazirabad (c) Karachl (d) Hyderab
3) Goods that we sell to other countries are called: - '
(a) Consumer goods (b) Imports (¢) Exports (d) Capital goog
) The guying and selling of goods and services between the various regions of a cou!m.-y‘h
called:
(a) Bilateral trade (b) Unlawful trade (c) Domestic trade(d) Forelgn traq
(5) The buying and selling of goods and services between two or more countries Is called, ‘
(a) Market trade (b) Wholesale trade (¢) Retail trade  (d) Emm
(6) The good used as capital are called:
(a) Ca ) Raw material Consumer goods  (d) Defence goody
(7) The goo commonly used i :

(8)

9) :
h‘Ra materlal

(10)

(11) Mineral oil, iron, rubber
onsumer good

() Co ods
(12) The kind of impbrts of Pakistan are:
(a) Two (b) Three

(13) This country is famous for the product
(a) Saudi Arabia (b) Afghanistan
(14) Wazirabad is famous for the production of:

(a) Sports goods (b) Handicrafts
(c) Surgical instruments (d) Skins and leather
(15) This trade helps in obtaining foreign exchange:
(a) Local Trade (b) Domestic Trade (¢) Market Trade (d) Foreign Trade
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PRIVATE AND PUBLIC FINAN

CE

IMPORTANT SHORT QUESTIONS & ANSWERS

Q.1  Define the following terms:
(@) Public Finance (i) Private Finance ' |
(iii)  Budget |

Ans:[i] Public Finanece
The field of inquiry of

the income and expenditure of federal, local or provincial ﬂ
government is called as Public Finance.

It is the study of the income and expenditure of the
government. Public re » ic expenditure, public debt and public administration are the |
parts of Public Finan
()} Private Finance

ThefiEIdOf- i eincomeznde e nadi i
individual or a prim lled as Private Fi E nce

expenditure of an indji

rivate firm. -
(ii] Budget .
The d ﬂ'ns the det e and ]
expenditure of local 3] . IniBudg tails of '
public finance o e ¥ Wri i

: VO T 5 called
Income Bydget while the other is called Buds
Q.2 ncom

Ans: The Sources of Income of
The sources of income of the Central Go

(i) Income Tax (ii) :
(iv) Price (iv)
(v) Fines (vi) Central Excise Duty

Q3 Write down any five heads of expenditure of the Central
Government. :

&ns: The Heads of € diture of the Ceniral Government

: The heads of expenditure of the Central Government are following.

1)

Defence is the main head of expenditure of the central

government. 56% approximately
is spent on the defence of Pakistan.

(ii) Law enforcing agencies and police is another head of the expenditure of the cenfgal’"

government. A lot of money is spent on the administration of police and othes T': 37
(i) enforcing agendcies. i poipeads
iii

Civil administration is a field of expenditure of the central government.

(iv) The cenggal government is responsible for the welfare of public, so a lot of money is spent
on social welfare of common public. .

U] Transport and communication are also required to be managed by the central

government, so a large amount of money is spent on the construction and administration
of transport and communication systems.
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4 Public Debt? Give reasons and state in a fow

Chap.12: Private and Public Finance
Q4 Why government nee
sentences.

Ans: The Need for Publie Debt
The loans raised by the government within the ~ountry or outside the country is called as -
Public Debt. The government 1 to take loans when its expenditure tends to exceed its revenue,
The government has to pay not only the principal amount but the interest acts on borrowing loans.
The need aof public debt for the government can be described as following.
(i) In present days the responsibilities of the government have been increased, in order to
fulfill these responsibilities, the government has to take public debt.
famine, cyclones etc. and sometimes political

natural calamities like floods,
ar create a situation of the expansion of expenditure. Thus the

government has to take loans to overcome these conditions.
(iii) For the economic development of under developing countries both industrial and
agricultural sectors have their importance. For the rapid progress of these sectors, Capital
is required. If this capital is not obtained from national savings then it is provided after -

(ii) Sometimes
disturbances like w

taking loans. :

(iv) The balan t of under developing countries always remains unfavourable. The
governm loans in order to make the balance of payment favourable.

) These ar f items of publi pendi vhich ale io -reation of
permanent uctive assets like dams _ o nce, th $ require a
huge amo stment, SO govesr $ il ogder to
producﬁve@

Q.5 ] - DIEQITE gress and

describe ing.

)] M debts help
in increasing nation produ

(ii) Productive public debts are used for the ns, power
houses, roads, barrages and canals.

(iii) The steps taken by the government ¢ s help in
increasing national product.

(iv) Constructive public debts are the source of bringing steps for the social welfare of public
by the government. - s

v) The income of public increases on the basis of constructive public debts, thus the
productive loans play a very significant role in the economic progress and prosperity ofa
country. : .

ivate finance and public finance.

Q.6 Differentiate between priv
Difference b/w Private Finante ah

PRIVATE FINANCE
Private finance is related to income

d Publie Finance
PUBLIC FINANCE

(i) Public finance is related to expendi
because the government first-determines

(i)
because common people observe their
income then decide for the expenditure on the expenditure then tries
the basis of their income. income through taxes. If the required
income is not obtained, the govemment

takes debt.
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In private finance, the loans can be taken
@ only from internal resources like relatives,
friends of financial institutions,

(i) The government prepares its budget at the

Iqra Economics for Class X General

end of one year. Thus the calculation of
income and expenditure is made after one
year.

rivate finance, the resource
) ::ﬂpmd in the sense of earning mor: :;e )

In private finance, the resources are (v)

lf utilized in the sense of eaming more an

In public finance, the government
discloses its budget at the end of one year.
In public finance, the government can take
loans from internal resources as well as
fore agencies.

In public finance, the government utilizes
the resources in order to provide more an
more social welfare in society.
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IMPORTANT DETAILED TYPE QUESTIONS AND ANSWERS

What is meant by Budget? Describc the sources of Income and p,
heads of expenditure of the Federai Government of Pakistan.

Ans: Budget
diture of an individual or of a state for a fixed perioq of

An estimate of income and expen . )
time is called Budget. It is document which gives the calculation of incomes and expenditures of

the government for coming year. -
1 Government of Pakistan

The Sources of Income of the Federa
Central Government to manage the country

It is the responsibility of the Federal or
oughout the country. Thus the

properly and to take the steps for the economic stability thr
government of Pakistan receives income from different sources, so that all the db\felOpmgn; and
non-development expenditures could be completed. The sources of revenue or income of the

Federal of Central Government of Pakistan are following.

(i) Incom ’

The g plements taxes gnscommon-peoplé.and.institutions, A tax is 3
completely contribution imposed by the goveghr e g pn surplus
income which is ov, ific range of incOnie
(ii) Sales ﬁ

All the es which are mannfa

imposes tax on them which is called as Sales

with respect igy and standa
the impommmme Federal o1
(ﬁi) F EEm )

The government provid i :
for special s . F

arms license and driving license. Fee is also
the documents in courts.

(iv) Price |

The government also sells some commod! : v
example the wood of the forests, plots of the public land, petrol, electricity
the government. The gqvernment receives the price of these products from their customers.

(v) Tax on Imports and Exporis
Different commodities are exported and imported under foreign trade. The government

imposes taxes or duty on export and import items, thus receives a reasonable income through tax

on imports and exports.
(vi) Fines

The citizens of a country have to act according to laws framed out by the stat
breaking the laws, the courts announce punishment for the law-breakers. They are either sent¢ )
to imprison or charged with heavy cash fines. The cash amount received through fined is,
source of revenue of the Federal or Central Government of Pakistan. These fines are gene
levied on mixing, high price selling and disobeying the traffic rules.
(vii) Central Excise Duty

Central Excise Duty is imposed by the Federal Government on the goods that are
manufactured in the factories located within the country regions. The manufacturers of the
products merge the amount of the central excise duty into the prices of the manufactured products,
thus charge it to the final consumers. Central Excise Duty is commonly imposed on sugar, ghee,

Q.1

and gas etc. are soid by
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W. cloth, fans and electricity. It is a reasonable source of revenue of the Federal
dg.‘lf:nll 'cnt of Pakistan.

" Heads of Expenditure of the Federal Government of Pakistan

roups which are non-development expenditures and development expenditures.
b ﬁemlopmcntoexpenditures are associated to the management of the state, payment of defence
m;,n;s expenditures for running the government institutions and other expenditures. On the other
e ]

d development expenditures are associated to the development programmes. The heads of the
E:;nditure of the federal or central government of Pakistan can be described as following.

(i) Defence

The stability and sovereignty of a country depends upon its strong defensive power. The
cte management maintains Army, Navy and Air Force for the defence of the borders of the state
:ﬂ order to achieve strong protection against foreign invaders. The government provides modern

war equipmen s ™ its armed forces and spends a lot of money on them. About 56% of the income
pudget is spent on defence.

(i) Law Enforcing Agencies
The government i the police department and other law enforcing agencies in
order to maintain peace e country. Thus 3 REY.is. Spent.on-poli d other

law-enforcing agencie artment and dthe
responsibility to restore law and order throughout the &

iii) ~ Civil Admi

n
It is the respongibi the government ¢t
departments for running the affairs of the state.

administration and . o . | Wy o
railways, defence, fof B¢ i P HFI nfernal affairs 1 €or S0 staff
is also to be appointgd se : , c Davh & 5 L

rights and duties of the citizens. A lot of itures
(iv) So Welfare _
It is the re e gov ent tg

all citizens of the state. For this purpose, the educatio
level where technical, scientific and skill developmen
dtizens. The government spends a lot of money for this
government to provide better health facilities to its cifiZeéns For th purpose avil hospitals are
established in cities, district hospitals, dispensaries and maternity homes are established in the
rural areas. A huge amount of money is spent on the management, provision of medicines and
medical equipments of these hospitals and health centers.

The means of transport and communication also play a very significant role in the
tconomic and social welfare of citizens of a state. The government spends a huge amount of money
on the construction and extension of roads, railways, telephone and communication facilities.
These means of transport and communication can play a very important role in the economic
development of agricultural oriented economy of Pakistan. The government of Pakistan paying
special attention on the development of means of transport and communication on keeping
View of public welfare and to spend up over all economic progress in Pakistan.

()  Interest of Loan

Though, the government of Pakistan tries its best to fulfill the expected exp.enditures
from the revenue obtained through the taxes but sometimes, the expenditures are increased
nnexpcttedly because of certain circumstances. In order to overcome these expenditures the
Evernment ejther issues currency notes or imposes new taxes or im.:rfases the rate of taxes. Due
€s¢ steps taken by the government there is risk of producing political and economic prcfblems.

0 avoid these circumstances the government takes loans from the central bank or public. "l?he
tovernmen, may also take loans from foreign countries. The government has to pay interest beside

|
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the principal amount of these loans, so the interest of loan is also considered as the expendip, -
the central or federal governmient.

Q.2 What is meant by Public Debt? Explain its kinds and sourceg in
detail.

Ans: Public Debt ' ‘
* The loan which is taken by the government to meet either :}cvelopmmt expenditure o
. for unavoidable circumstances which exist all of sudden in the country is called Public Debt.

The Source of Public Debt . o

The government, first of all tries to adjust accidental expendltur:es within the range of j
budget. In case of failure, the government takes loans from the domestic sources. The domestic
sources are the central bank and the loans from public. The government also imposes new kinds of
taxes or increases the rats of old taxes. The government also takes loal.:ls_from for.exgn
Thus central bank, common public are the internal sources of obtaining public debt for the
government while World Bank and International Monetary Fund (IMF) are the external sources of
obtaining loans. ;

Kinds of Publiec Debt

The bt are following.
The pu ch is obtained fo isi _ C es is called

Unproductive Debt. This
used to increase
Unproductive
national income or

(1) Unproductive debt are ntr.-m-such s whieh fMiyielding an income to
c L T

3) e - providing somm A

4) The money borrowed fro iS cORSuTo A on the cons of public parks,
(ii) Produ ebt

The debt which is taken by the govefiim hieving jarpases is called
Productive Debt. This debt is used to increas

uctive debt
dams, power houses, roads, barrages and can onstructed. By taking steps of the
government, national product is increased. Per capita income is also increased, thus because of this

kind of debrt, the standard of life of general public becomes high. Thus productive loans play a very
significant role in bringing economic development and prosperity in a country.

(1) Productive debt is borrowed by the government for the completion of such projects
which yield income to the government.

(2) These debts are used for the construction of roads, railways, motorways, shipyards, big
factories, mills, dams, power houses etc.

(3) These loans are not considered as a burden o

n the government or nation because they

increase the productive capacity of the country.
(4) Productive debts help in increasing the national product. iy
(5) Productive debts increase per capita income and promote the standard of’liVing

common public.

_ T

!_
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A%
”“'//T;;ﬁunr MULTIPLE CHOICE QUESTIONS (MCQs)
o~

Choose the correct answer for each of the following from the given

The percentage of income spent on the defence of Pakistan is:

Iqra Economics for Class X General

1) 40% (b) 50% () 56% d) 100%

l(;a)nk of England started lawful banking in the year A.D.: w .
O @) 1694 (b) 1949 (c) 1669 (d) 1946

Central Excise Duty is imposed by:

B} (a) City Government (b) Local Administration
(c) Provincial Government

; (d) Federal Government
@  Yam, cotton, rice and sports goods are main:

(a) Exports (b) Imports (c) Purchases (d) None of these
) The central government spends 56% of its budget on: .
(a) Education - (b) Tourism (c) Defence (d) Welfare

6) Federal Government Budget is prepared by:
(a) Planning Co i - (b) Cabinet Division
(c) Minis (d) Miniasc of Coo
nue of the go

m The most impo
(a) Fees (b) Prices (@

(8 Which one is not #di
(a) Income Tax EE Tax (
() The approximate peri public finance i

(a) Six months

(b) One year (€
(100  Under publmm first estim
(a) Incom e
(1), :Jl;der priva » idual first esti
; a ome (b) Expendi
(12)  The Wme of
level:

(2) Fees (b) Fines
(13) * Itis paid for the services provided by the gove
(a) Income Tax (b) Sales Tax : 1) £
() The tax which imposed on the sale of different commodities is: .

5 (@) Income Tax (b) Sales Tax (c) Ushr (d) Price
Ill:e s.o.:;rnment imposes this on ghee, sugar, cigarette, tobacco, cloth, fans and
e (a) Fines (b) Central Excise Duty(c) Fees (d) Price
) Taxon im

ports and exports are imposed for the promotion of:
(i @ Intemal Trade (b) Wholesale Trade (c) Foreign Trade (d) Retail Trade
0 breaking the traffic rules, it is imposed: - . :

Eﬂ) The payment of fees (b) The payment of tax

(18) I:)l The L} t of fine (d) The payment of price 3
- (a)s lésouated with the income and.expenditure of the government: ~ > |&aEA

(19) The 4 ¢venue (b) Tax (c) Budget (d) Central Excise Duty!='= =

called-ebt which is taken by the government to provide recreational facilities to public is

(a)

© Financial Public Debt (b) Favourable Public Debt
(20) Productive Public Debt (d) Unproductive Public Debt

PO:w 2t which is taken by the government for the construction and extension of dams,
(a) '{)h°“5t9~ roads, barrages and canals is called:

© ¢ad Public Debt (b) Unproductive Public Debt
Productive Public Debe (d) Non-profitable Public Debt

.
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Chap.13: Economic Development in Pahistan : %
1

Chaprer 17
ECONOMIC DEVELOP!

PAKISTAN

IMPORTANT SHORT QUESTIONS & ANSWERs

Q.1  Describe the conditions of Pakistan with respect to agriculty,,
- - - - - w
industries in few sentences at the time of independence,

Economic Conditions of Pakistan at the Time
\‘!!

Independence
ic progress of a country depends upon the development in ag'i‘:“lﬂlnlu
induscriz‘g me two sectors are ¢on " - ack i€ economy, Afurukh“
view of | and industries ” : de s that g
British totally neglected this region wi pe . mpd and indugy

sectors.

f;&lﬂ:dependence mos he ¢ dITICS a8 s th the daily yg,
imported n countries. Pakistan : i i d being an agricultury
country. The industries were only few ‘ ' Was also purpogeles
er the developmey

The mtem of ban
busi d ustries. Thot R '
HAO¥ self sufficient wi

Write any five

Advantages of forests can be de

(i) The forests are helpful in addin

(ii) Forests provide protection to h

(iii) The forests keep the climate modersre=s tHeTertiliey or 2o1l.

(iv) Forests provide wood which is used as fuel and other constructive purposes. They also
provide raw material for many industries.

) The forests play an important role in increasing national income and national product.

Q3  Write a short note on the Irrigation System of Pakistan.

Ans: Irrigation System of Pakistan

Pakistan is an agriculrural country and the agriculture depends upon proper irrigatios
Pakistan has uncertain rainfall at various regions, so the government of Pakistan has constructed
network of canals for improving the irrigation system of Pakistan. The most importafit; o]
irrigation in Pakistan are canals which help in the irrigation in the distant parts of the t&; «‘i;-;
canal irrigation system in Pakistan is considered as one of the best irrigation Systent i 'lgé.;'}q
Tarbela Dam, Mangla Dam and Warsak Dam are the famous dams in Pakistan. These dams &

help in flood control. ;
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o Describe the aims and objectives of the Land Reforms enforce
4
‘ 1958.

aims and Objectives of the Land Reforms

Ans? The government of Pakistan enforced Land Reforms in 1958. The aims and objectives of
d Reforms were following.

gese La0 The rights of the farmers should be protected. . d

) pandlord system should be eliminated in order to overcome the concentration of lan

(i) ownership.

For improving the economic condition of the farmers, a due share should be given to
(i) them in agricultural production. '

Efforts should be made for making good relations between the farmers and the landlords.
{“;) Efforts should be made to stop the land fragmentation and sub-division.
g

. Steps should be taken to increase the agricultural output.
Eﬂm?) Efforts should be made to stop unfair terms and conditions and non-economic payments.

05 Write down the important points of the Land Reforms 1958.

Ans: hl‘ld Refo
The Government Reforms firs
peforms were introduced fo! s of agriculture

farmers.

P :
important Points f nBu
The important point§ o d Reforms - 1958 can Eﬁ

) Special concessions were granted for the women 3sgé

(id) The landlord i i stem was :
(i) A protection m B,iven to the

(iv) Suggestion w euitivation by joinjing
) [llegal eject of a farmer from his lan

(vi) Loan fadligies were provided to ne

(vii) Steps were i

(viii) An institute was established for enforcing land r
(x) Agricultural Development Fund was established
(x) The limits of the land ownership were dete

1000 acres of rainy land were allowed to retain

Besid CIl) » -y - of
land was allowed them for fruit farming. The remaining land was taken over by the
government by paying the remuneration.

@6 Write down the important points of the Land Reforms enforced in
1972,

Ans: Land Reforms - 1972

The government of Pakistan introduced Land Reforms once again in 1972 in order to

;‘h further improvements in agricultural system of Pakistan. These land reforms were proved to
beneficial for the agricultural development.

Mportant Points

The important points of Land Reforms - 1972 can be described as following.

0 The land ownership of agricultural Jand was changed once again in these land reforms,

The landlords were allowed to keep 150 acres of canal irrigated and maximum 300 acres
(i) of rainy land for cultivation. _

€xcess agricultural land was distributed among the cultivators after buying it from
(i) the landlords.

The cattle rearing meadows and the hunting lodges were captured by the government for

utilizing them in the development of agriculture.

N
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(iv) The rule was Introduced that the irrigation charges and the taxes will W
‘landlord. He will also provide the seeds for cultivation but other expenses |jk, - the
of fertilizers will be equally shared by both the culivator and the landlord. ision
More than 100 acres of land would not be allotted to the government servany,

\J
Evi)) Under these reforms the remaining installments of the farmers of the land alloy, od
land reformed - 1958 were given off, Undey
(vil) The rule was introduced that any landlord would not take unpaid labour froy, the
. farmers,
(viii) According to these reforms, the lease and auction system of the sale of |apg wer
stopped. A system of sale of land on easy Installments was introduced. .
(ix) It was decided if a landlord wishes to sell his land then sould prefer his cultivator,
(x) Illegal eject of a cultivator from his land was stopped unless the proof of the followiy
charges. '
(a) He didn't pay the rent.
(b) He used the land for cultivation against the agreement
(c) He left the land uncultivated without any reason.
(d) tivator had re-rented his land to someone else.
40 mﬂd was taken from the landlords and distributed among the cultivatgr
under these . over 5 lac acres @f Pat Feder Balu o distributed
7 O ' system were

among the farmers under these reforms in

removed thro orcement of thes
agriculture.
[}

Q.7 Wh nt by Land T tﬂll and Tenure
t istan briefly

d progress in

because the
class of the

presence defective land tenure system. Be
cultivators was treated as slaves. Because of

living under poverty inspite of doing labourS{zom. dawn to dus '
after the cultivation of the crops but the cultivators only faced the problems of poverty. The

landlords showed no interest in the improvement of agriculture and the welfare of the cultivators.
Different forms of land tenure system in Pakistan are following.
(i) Private Landlordism

The .ystem under which large fragments of land are owned by the landlords who do not
cultivate these lands by themselves but hire the poor and helpless cultivators for the cultivation on
their lands is called Private Landlordism. These landlords neither take any interest in the
improvement of the cultivated land nor they take any interest in the rights and welfare of the
cultivators. This system existed for long in Punjab, Sindh and Khyber Pakhtun Khwa.

(ii) State Landlordism ;
The system under which the rights of the ownership of the agricultural Tands age;

by the state and the government is called State Landlordism. Under this system the governmer
provides the agricultural lands to the cultivators on lease for cultivation. The cultivators have 0

pay the leasing installments to the government.

(ifi) Tenant System
s are owntfd '

The system under which the rights of the ownership of the agricultural land
by the government and the cultivators work on these lands as tenants is called Tenant System:

system is existed in the province of Sindh, .
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write down any five causes of the agricultural backwardness of
@8 Pakistan.
Anst riculfural Backwardness of Pakistan

Five causes of agricultural backwardness of Pakistan are following.

Literacy rate in Pakistan is quite low, Majority of the farmers in Pakistan are not

@ educated. They have little knowledge about the modern ways of farming.

. The structure of agriculture in Pakistan is based on landlordism. The landlords or

(i) zameendars have the ownership of million acres of land. They get cultivated their lands

by the poor and helpless cultivators on hard terms and conditions due to which the

efficiency of labour of the cultivators is eliminated.

(i) In Pakistan, the modern equipments and modern methods of cultivation are used on a
very limited scaje. Good quality of seeds and fertilizers are not used for the production,

therefore per acre production becomes low.

W) There is no proper management of saving the crops from diseases and pests. ;
) The distribution of agricultural loans in Pakistan in unsatisfactory, small cultivators who f
need more loans to receive them easily. i
Q.9 Writedown ggestions to ;’
and to improve conditions of ag =‘_
Ans: Suggqgestio lve the Ac to

Improve th Hure
Following suggestions can be given to solve

agricultural conditions ias P,
@) The fund ‘ i ':;ﬁs:on of p
about agri ‘ EEE

(ii) Availability of loans on easy term

(iii) The'mgans of irrigation should be

(iv) It is nec es whi i e

) It is necessary to improve the efficiency of the fg : i6 n B fan.y

Q10 Write down any five steps take he g¢ -c'rm i
improvement of Agriculture.

Ans: The Steps taken the Government for the Improvement of

culture ;
The steps which have been taken by the government for the improvement of Aericulture
are following.
(i) The government has taken steps for the supervision and caring of the forests in Pakistan.
(i) The government has improved the irrigation system through the construction of dams

and canal networks.

(i) The government has established Agricultural Development Banks for providing loans to

_ the farmers and the cultivators. 2

() The government has improved the means of transport and communications for the sale
and purchase of the agricultural products. ~—7

) The government has established Agricultural Extension Centres at various places to
provide better quality of seeds, fertilizers and pesticides for_ getting better yield. These
centres also help in introducing modern techniques and machinery in agriculture.

QI Write down the importance of Industrial Development.in few
Sentences. '

fne; Importance of Industrial Development

The importance of industrial development can be described as following.

-




—

Chap.13: Economic Development in Pahistan 112 Iqra Economics for a‘"x

() Industries are the source of economic development because the dcvelopmtntm
sectors also depends upon the development of industries.

(it) Due to industrial development, commodities are manufactured on large scale 1 fulfiy
local aid national needs.

(iii) With the help of industrial development, the value of raw material is raiseq by
manufacturing them into finished goods through industries.

(iv) Due to industrial development, the country becomes self-reliant and prosperous and e

standard of living of people is also improved. .
(v) Industrial development is a source of providing employment. In industries differen,

skillful and expertise are needed. Thus industries provide employment to 2 number of
people.

Q.12 Write down five
Pakistan.

Ans: Industrial Development in Pakistan

A brief description of industrial development of Pakistan can be given as following,
dustrially backward.

(1) Pakistafl i t@Bsuch territories which were in  back
(ii) East d 50% of the jute in th= world but no jute industry was set up.

(iii) At th ependence seveq t existed in

sentences on the Industrial Development i

Pakistan.

(iv) Keepi of industrial bacl ; tdn started ity
effortinne industrial base Ec i3l policy was
annou encourage private SO i

) Pakistan made great progress in industri i : ;

BRI e A i 7
HEN
Sugqg - — ‘ -

estions fo Increase

(l) La Srraation g

(ii) Rules and regulations for trade sho

(ii1) A sense of dignity of labour is create te the sense
of devotion to work.

(iv) A strict system of quality control shoy -

) Industrial loans should be provided on easy terms and expansion of

small industries.

Q.14 Write down any five steps taken by the government for industrial

development in Pakistan.
Ans: Sieps taken by the Government for Indusirial Development
in Pakistan

The steps which have been taken by the government of Pakistan for the development of
industries can be described as following. -

(i) In 1952, the government established Pakistan Industrial Development Co
(P.1.D.C.) for the growth of industries in Pakistan. ~ |

(ii) The government also established Industrial Development Bank (I.D.B.P) for p& ‘
for the establishment and extension of industry. .

(iii) The government has also established a Tarrif Board for providing protection to local
industries.

(iv) In order to solve the industrial problems, the government has established a deparument

in 1949 which then established industrial research centres at various places.
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quu——— overnment hag granted specj

= :11; %n e el Badiecar: Pecial COncessions i taxes to the investors for establishing
Q15 Write down the nameg of any f;

Jive famoysg industries of Pakistan,
Ans: Famous Industrieg of Pakistan '

€s of Pakj
) Comen e Idusy " Gsn s llowig,
iii) emen ustry .
gv) Fertilizer Industry ) on and Steel Industry

Q16 Name any five Fi itutions established by the government
for the economic stability of Pakistq ;

n.

Ans: Financial Institutions of Pakistan

The names of f‘man.cial institutiong established by the government for the economic
stability of Pakistan are follomng.

(i) Pakistan Industria] Credit and Investment Corporation (PICIC)

(ii) House Building Finance Corporation (HBF

(iii) Sm. Finance ¢

(iv) i

)
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" IMPORTANT DETAILED TYPE QUESTIONS AND ANSwp,

Q.1  Describe in detail the steps taken by the Government of pak'.“"nfo,

1 Sector.
the development of Agriculture
s:eng laien by the Government for the bevel%

riculfure Sector fi .
. . About 67.5% of its population living jn
istan is basically an agricultural country : . Tury
. d["alusta.n is I;-a.mc GJ engaged with agriculture. The agriculture of Pakistan is .
areas in directly or indir force of Pakistan is directly associaeq With

A iculture. More than 50% lab?ur | ; - : .
:;?ics:::i:'::;e;hgerl;:veropment of every economic sector of Pakistan is associated with 2 .

: iculture sector just after the establishmep,
ial tion was given towards the agricu ; %
;:l:lg::: ‘I?}::e:ollicies wegre made for the development of agriculture. The steps taken by the

government for the development of agriculture sector can be described as following.

(1) Foresfs

Ans:

ortant role in the developqlent

Forest pl

climate mode e continuous flow.ef.the O . : ’_J;; ity ofh:’he lo:'.l.
They also help 10 prote from windstorms agé Q 3 : i ::d' given
special attention e protection and gro €3ts. ¥ cis : is under
forests, therefo s taken effectively t 5 : orests. A Fontfry
Department has gstablis for the supervisid Ses mPIATL celebrated twics
in a year in the months of February and A gust ! Eﬂmst y Department

e trees are planted on roads,

motivates le_for tation and
railways ‘ . Positive these steps and
profound eloped in mai

country.
(2 Irrigation Sysfe
thg/most are
in Pakistan was depended upon rainfall at the
-tried to improve the irrigation system and cons
country, so that the agricultural production mig
The government constructed dams on rivers to :
area in Pakistan is under cultivation which depends upon irrigation through canals and other
sources like tube wells, wells and karez. Pakistan has the biggest canal system in the world. There
is 2 wild spread network of canals in Punjab and Sindh through headworks, barrages and dams.
River water is provided to distant areas through these canals to sustain and increase agriculture
production. Tarbela Dam, Mangla Dam and Warsak Dam are the famous dams of Pakistan. Many
analslhave been associated to these dams which help in irrigation. These dams also help in flood
control.’

(3) Establishment of Agricultural Bank
The government has established Agricultural Bank. The branches of Agricul

bink provides laans to the farmers and cultivators on easy te iti oans are
prov.lded to fagmers u_ld cultivators_ for purchasing modern a]'g'nc-:-:lutir?:;1 :qcuc;:z::tnss.fes:gmm high
quality of seeds, tractors, pesticides etc. The bank provides short term and long térm loans. Short
tcrm.loams are used for purchasing seeds, fertilizer and pesticides etc. while long term loans are
provided to the cultivators and farmers to purchase thresher, bulldozer a;ld other 38"““""“‘

machinery. Loans for installati .
ey v ;Yum et ins tion of the tube-wells are also provided. These loans are recovered in
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H!far Transport and Communication System ‘ .
f‘) Efforts were made to improve the means of transport and communication, 50 ‘hf"_" t e
le associated with agriculture increase the agricultural production after using these fam:lt:eso
DPIT d roads constructed in distant parts, thus agricultural markets established at various places.
“mfa:mers and cultivators started to sell their production in these markets, thus got a reasonable
'rh.e for their production. Besides this the farmers and cultivators provided facilities to purchase
rl":crequir':d items for agriculture through these markets. These agriculcural markets were
:hencmd to small and big town through telephone and telegraph which produced an atmosphere
;?I:sﬁm]mzl progress in Pakistan.
(5) Establishment of Agriculture Extension Cenfres
The government of Pakistan has also established Agriculture Extension Centres at
various places for the growth and development of agriculture. These Agriculture Extension Centres
perform following functions.

@ Provision of better Quality of Seeds and Fertilizers _
——==> N4 Teriilizers
The government of Pakistan has provided fine quality of seeds and fertilizers on behalf of
Agriculture Extension Ce ‘Fi uality of seeds play a significant role in getting good crops.
The government itself Pﬂ quality of seeds and.ik ovides them farn
cultivators at the time @fsQWi e seeds for obtain 5. izBr ¥

factories are also working in the country which al
Agriculture Extension Ce

() The Useo achi
Agriculture Extension Centres have establit P ion$ and
introduced the m

g to the fa
the farmers and cul ‘ [';F the use ma
trained with the ti ‘ seeds and the
cultivators were habitual of the use of old s of
the training odern ways of farmin ed stz
farmers and the IVaLo o methos
techniques of cultivation, the agricultural production offt}

(i)  Protection of Crops

Insects and pests destroy the crops which are'ye o d. .

the pesticides and other medicines through vehicles and planes in order to protect the crops from
insects. Thus the crops are protected from being destroyed. Pesticides and insecticides are
also provided to the farmers and the cultivators.

In addition to these preventive measures, the Department of Agriculture advertise the
modern ways of cultivation with the help of its various sub-division through newspapers,
Magazines and radio and television programmes. The farmers and the cultivators are tried to be
onvinced of the use of modern methods for cultivation with the help of lectures, dramas and
articles. The use of modern equipments of agriculture is also advertised through these means. The

ers and cultivators are get informed through these efforts about the availability of agricultural

» 80od quality of seeds and fertilizer and the use of modern techniques of agriculture. PR

(5)  Cultivable and Reforms ~— |mE

It is necessary to solve the agricultural problems of Pakistan that different kinds of land

° are enforced throughout the country. The government of Pakistan has introduced land

‘s in 1958, 1972 and 1977. Under these reforms, the government is a ceiling on land holding

of big landlords ang distributed the surplus land among landless farmers. The objectives of these

land reform ‘/¢r€ to improve the relations between the tenants and the land-owners; abolish the
monopoly of big landlords and to develop the system of agricultural productivity. But still there is

feed to make more land reforms so that the uncultivated land could be used for production.

{
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131 E mic Development in Pakistan ‘  Clasy
C"":l; ' ;:boratc the importance of Industrial Development to the countyy,
@ Also explain the steps taken by the government in this regayq

o by the government of Pahistan f,,

wige. 3 . ken
Describe in detail the steps ta or. (OR) Describe in detail 1,

Industrial Sect
:?:ch;;:::n;;r::w Of;; o':;ernm‘mt for the development of industriey {,

- Pahkistan. .
Ans: The Importance of lnduﬂﬂfal Dav::ow‘:::‘l: hcoreryaapicin
Industries are essential component ol 2 coun iee

natural resr:)u:lcsc:, it had become necessary, it had become necesuﬁy tobllnventd maq:i;:ﬂ to
optimum benefits of the resources. Raw materials are conf;crted into ml:::c ;ofoc?u’ ;:ve] elp in the
Pakistan the efforts werc opment of

production of food for human beings. In e it Ao et Faion
industries in 1958 through economic planning. Bot e
leI;s::til;l forlthe economic gtability of a country. Industrial sector is another important sector afier
the agricultural sector in the economy of Pakistan. The importance of industrial development can

i llow iog.
l;i‘;.des::nb_'[:';i1 :i);(;’ﬂnil’ “gmploym"—‘ﬂt are created due to the development and expansion of
industri

(ii) The industries play an important role
promotin s and discourage thé Orts. )

(iii) Finished B:H‘are exported i A of industrial
development. .

(iv) The industrial development bring prosp

(v) Mo c tlof industry
REmE -

(vi) Dcm i euntry can be u industrial
development,

(vii) e standard of living of lindustrial

| de ] ri d help in

decreasing the rate of crimes. l.

(viii) Industrial development changes the waj
(ix) Industrial development is a source of m

(x) Due to industrial production not only the country reg ments a but these
industrial products are also exported to other countries. Thus a country gains internal

and external money exchange because of industrial development.

The Steps taken by the Government for the Development of

Industrial Sector
The steps which have been taken by the government for the development of industries or

industrial sector can be described as following.

(1) Pakistan Industrial Development Corporation (P.1.D.C.

The Government of Pakistan established Pakistan Industrial Development Corpo
(P.I.D.C.) in January, 1952 to encourage the capitalists. The main purpose of this corporatio
the establishment of these industries which were neglected by the capitalists. This corporatio
encourages the investment from private sector. The corporation established heavy industries=]i
cement, paper, chemical fertilizer and ship building. These industries now do not fulfill the
domestic requirements but help in earning foreign exchange.

(2) Industrial Development Bank of Pakistan (1.D.B.P.)

The Government of Pakistan esgablished Industrial Development Bank of Pakistan
(LD.B.P.) in August, 1961. The main objectives of the bank were to provide financial assistance for
the_ promotion of industries, establishment of new industries and rehabilitation existing industrial
units in the form of short term and long term loans. There are many branches of this working at
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: al
: laces for providing loans for the development of industries. This loan is prov-ldgd tni:;cof
vaﬂ"“l‘;’ ;s in foreign currency. This bank has issued loans for the development of the industr :
as “:po rt, paper, rubber, electrical goods and engineering machinery.
eransSpetts

3 P akistan Industrial Credit and Investment Corporation

(PICIC)

This corporation has played*a very significant role in the industrial development ?f

istan. This corporation was established in 1957, I¢ provides medium and long term loans in

Fa::ign and local currencies for the period from seven years to twelve years. It assists
0

entrepreneurs to °bf3i1' fair prices and assists also foreign investors to locate suitable investment
opportunities in Pakistan,
(4) Protection of Industries

The government of Pakistan has established a "Terrif Board" to promote and protect the !
doniestic industries and domestic production. This board gives a protection to domestic industries.
This board tries to discourage imports by imposing heavy duties on imported items.oln. this way,
people are inclined towards the purchasing of domestic products and the domestic industries !
acquire the opportunities to promote and increase their production. !

(5) Industrial Cenires

promote the industrie
various industrial rese
their location. These cen
standard of goods in ordes} ' ke @

" The government of Pakistan also

industries which
purchasing heavy
exports and i

(7) Concession in Taxes
The rnment of Paki

established indus g

industrial sector. The government has also establish

industries. In these zones the application of tax is no

years.

Q3  Describe briefly about the main indus Pakistan. (OR) Write
a note on main industry of Pakistan.

Ans: Main Indusiries of Pakistan
Some important industries of Pakistan are following.
()  Cotton Textile Industry

Cotton textile industry is the big industry of Pakistan. Each year millions of foreign
exchange is earned through the export of cotton cloth and yarn. The factories or mills of
Manufacturing cotton cloth have been established at Karachi, Hyderabad, Faisalabad, Khairpur,——
Gambat, Tandojam, Larkana, Shaikupura, Rawalpindi, Jhelum, Bhakkar, Liaquatabad | v oris
ey Rahim Yar Khan, Sargodha, Borewala, Sahiwal, Peshawar, Haripur, H Saw
Kohat, Bannu, Dera Ismail Khan, Othal, Okara, Lahore, Multan and Khanewal. Cotton textile mj
have been established in four provinces of Pakistan.

Woolen Textile Indestry -
Pakistan has also woolen textile industry but it is not as rich as cotton textile industry.
The reason that wool in Pakistan is not of high quality. Most of the wool in Pakistan is used for
ing. However major woolen centres are located at Karachi in Sindh. Lawrencepur, i
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Rawalpindi, Lahore, Quaidabad in Punjab. Harnai, Must;:ng ;I:QB::]:::;actured inBt::::‘;-alud
Nowshera in Khyber Pakhtunkhwa. Woolen yarn and blan dul(sar:chi g ok ]:jl"
Woolen cloth is also manufactured here. The Lawrencepur an gh

quality of woolen cloth.

iii) Paper Industry . )
s Paper industry is also an important industry of Pak:stzf;::r:a:;s::nbiiﬂeiﬁfbﬁ:g:?d
are manufactured. The mills manufacturing paper and car at

Charsadah, Amangarh and Gharo.

(iv) Chemical Fertilizer lndu;:kgzism 1y esting the npels of chesical farsd

The chemical fertilizer industry in = et
necessary for agricultural production. Differént kinds of fertilizers ag.': pni)cd;:llct%dn l:lj:z.t-.};: g;:ﬂc;zer
industries established at various places. Pakistan produce surplus chemic; : i,,

five in the Punjab, three jg

exported to other countries. There are 10 fertilizer units in the couutp’: sk
S?Edh and two in Khyber Pakhtun Khwa. Main factories of chemical fertilizers are locatod

Dawood Khel, Mirpur mathelo, Multan, Sadigabad, Hazara, Dharki, Shaikupura and Faisalabad.
(v) Sugar Industry . _
. Sugar indu the biggest industry in Pakistan. Pakistan started with tWO Sugar
mills at Rahwali nem in Punjab and Takhtbai in Khyber Pakhtun Khwa at the time of
t of sugarcane which is cultivate Irge qu yin Punjab,
ich 40 in

independence. Sug

Sindh and Khyber Pakhtun Khwa. There are 78 [sug: 5 i ut'e ;
Punjab, 32 in Sindh, r Pakhtun Khwa : : D l'Eﬁ.liled
sugar. Pakistan is n icient in the proc : ' : fcge:ign

thr th sugar. Main su S an are ' » Dadu,
R v . 4 - _ B - : Hah, Larkana,

Tando Muhammad Khan, Badin, Talhar, Tando

Bahawalpur, '1 and Murdar .
(vi) Ce ) | ) -
Limestore and Gypsum are used in th , : . P .has the

largest sits of both limestone an . The ; :
been estab ublic and pzi s 2 ¢ the time
of independence.
Pakistan. State Cement Carporation. In Pakistan
Hyderabad, Rohri, Thatta, Dawood Khel, Dandot
(vii) Vegetable Ghee and Cookin

In Pakistan vegetable ghee and cooking oil industry was established in private sector but
it was nationalized in 1973. Out of 26 factories, 23 were nationalized and put under the control of
Ghee Corporation of Pakistan. Raw material for vegetable ghee industry is imported because local
raw material for this industry is not sufficient. Vegetable ghee and cooking oil is manufactured in
various cities of Pakistan. Main factories of vegetable ghee and cooking oil are located at Karachi,
Hyderabad, Lahore, Faisalabad, Quetta, Rahim yar Khan, Multan, Nawabshah, Bahawalpur,
Nowshera, Haripur, Dera Murad Jamali and Cheecha Watni. The industry is now entirely in private
sector after privatization. It comprises 160 units in organized and unorganized sectors. The

installed capacity of these factories is 27 million tones.

(viii) Iron and Steel Industry

In the beginning there was no factory of iron and steel in Pakistan but the industry beg
to grow. The first Iron and Steel Mill located at Chittagang was completed in 1959 2ft
indepenidence. Pakistan was deprived of it as a result of separation of the East Pakistan. Iron and
Stéel industry depends upon iron ore. The iron-ore deposits are located at Kala Bagh. Makarwal in
Punjab, Langarial in Khyber Pakhtunkhwa and Khazdar, Ziarat, Chil Ghazi and Nokkundi in
Balochistan. But these reserves not enough for the country need and hence Pakistan has to depend
on iron-ore and steel imported from other countries. Main iron and steel manufacturing milis are

located in Karachi, Taxila and Lahore.
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ﬁ."/m factory of :panufacturing of iron and steel which |
 Karachi near Port Qasim known. as Pakistan Steel Mill. It was
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of both Pakistan and India, the staff members were mostly non-Muslims. Thus the policies ado ted
by the ccnu-;_l bank and other commercial banks was not in favour of Pakistan. Thp: other forzign
panks in Pakistan were onl.y working for their commercial benefits and they had no interest in the
economic progress of P er these critical circumstances, the government of
decided to establish i king system. The-@Quaid » nad /
inaugurated the State on July 1, 1948,

The establishment of own central bank in Pald
Bank India in the mon conomic affairs of F

existence of commercial ifl Pakistan because o
only two commercial b

country. So, the first co cial b
November, 1949. Bi
sector and to facili

Pakistan started to make quick progress.

in the East istan was 17 from only tw

1] Undimmad

of commercial b m 20" . ‘4T
banks were also increased from 19 to 77. The reservédicapigal commercial ba
increased to Rs. 1354.76 crores. The rate of depositi ymount i these nefti mained Rs.

15.09 per annum till 1971. The commercial banks
countries.
The government of Pakistan adopted a policy of nationalization of the commercial banks
and all commercial banks were nationalized on January, 1974. Out of these banks fifteen banks
were Pakistani banks while the other were foreign banks. Habib Bank, Muslim Commercial Bank,
Commerce Bank, Standard Bank, Australia Bank were included in these banks. The total deposited
imount of these commercial bank was equal to the sum of Rs. 158 crores on January 01, 1974.
These banks had issued a loan of Rs. 113.9 crores till 1973. . _ _
After passing these circumstances, the State Bank of Pakistan started a strict supervision
of the banking system of Pakistan. Now, the State Bank of Pakistan provides guidance to

. cent w10 [E]
©mmercial banks and other financial institutions in the process of issuing loans. for commer e
%jectives. The State Bank of Pakistan also keeps the record of foreign transactions in ordes %ﬁﬂ

keep the balance of payment favoarable.

mportant Finaneial Institutions
The government of Pakistan has established following financial institutions for bringing
sonomic stability and prosperity in Pakistan.

) Pakistan Industrial Credit and Investment Corporation

P : "
{ ak:fu'nclndusﬂ’iﬂl Jit and Investment Cooperation (PICIC) was established in 1957.
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- . : I currencies. It algo X
It provides medium and long term loans in foreign 3"‘! 1oca' g W
investment and makes efforts for the establishment of joint industrial projects, The encou,: fomin

of the foreign investors for the investment in Pakistan is the main duty of this Corporatigy, Bemen,

(il)  House Building Finance Corporation (HBFC

House Building Finance Corporation (HBFC) is a national institution, This COrpory,
issues loans for the construction of house building projects. It generally prefers the j, Ptioy
small amount of loans and receives them in easy installments. Bfanch offices of thjg Comon& of
are located almost every city of Pakistan. People can easily apply from house building loans i, ‘l?:
corporation,
(iii)  Small Business Finance Corporation (SBFQ

Small Business Finance Corporation (SBFC) is a financial institution which serye for he
development of small business and industries. This corporation issue Ioem to technjca] €Xperty 34
skilled persons who have the capability of establishing their own business but they are elpleqs
because of the unavailability of capital. This corporation enables such PEIsons to estapjyp, sma
scale industries or small business in order to earn their livelihood respectfully in society,

(iv) National Finance Corporation (NFC

Natio e Corporation (NFC) is also a national development ﬁnlntin'
cooperation. ‘dﬂ} n receives funds_frem«the-deg non pec
capital. It inve s for the developm

PH8yand rajses j,
depositors. I

(v) Pak vestment Corp
Pakis ent Corporation ( 5 Dec Dlshec 0 8¢ the busines,
of bonds and shares of companies. It encouragk : bonds and ghape,

of companjes e basi t and lose s
or loss in if ilvestment :
corporatio eir investmen
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IMPORTANT MULTIPLE CHOICE QUESTIONS (MCQs)
J—

.1 Choose the correct answey Jor each of the follow: .
Q options: f the following from the given
) The National Bank of Pakistan was came into being in:
(@) 1947A.D.  (b) 1948 A.D. "
@ The Central Bank of Pakistan is: () 1249A.D.  (d) 1950 A.D.
(a) National Bank (b) Habib Bank

@) The Pakistan Industrial Development C°rpor£i)ionu‘::?i itnl?ghg(:ii)in-Nom of these
(@ 19?8 AD : ®) -1—5-)5-‘1&2_ (c) 1958 A.D, (d) ‘]950 AD
(4) The solidarity and integrity of a country depends u nom ls: .D.
i et Entiness (€) Trade (d) Education
(5) I(’a)kis';l;dl:dustrial [():;elgpuslent Corporation (PIDC) provides loans for:
a usiness . )
(6) '(I'};c bcigkiﬂs slfsiegl :IE any country is controlle b!;-’:'_‘!ﬂm (@ Agricultare
a mmercial Ba .
() National B ?:l; %‘t%'%‘-l-m_;".‘_'_"’i
™ The State B"‘:&,ﬂlﬂwu inaugurated by
(a) Liaquat ; |
(¢) Quaid-e-Azam : .. :
(®) 10k Sty &HRCFW keeps this percefjta e total of'the otes in
reserve in the f » silver and foreigg ¢ pe:
(@) 30% 0% :

9) During the period of 1983-8

_ (a) 342

w Liifig
(a) 1948

(11) TheState Bank of Pakistan was
(a)W
(c) August 14, D,

(12) The first Commercial Bank established afte
(a) National Bank of Pakistan
() Muslim Commercial Bank

(13) The land under forests in Pakistan is:

(@) 3.2% (b) 4.3% " (c) 4.5% (d) 5.6%
(14) Mangla Dam has been constructed on the river:
(a) Chenab (b) Ravi (9 Indus @) Ihelum .
(15) Warsak Dam has been constructed on the river:
(a) Indus (b) Kabul (c) Chenab (d) Jhelum
(16)  Tarbela Dam has been constructed on the river: .
(a) Kabul () Indus © Ravi  (d) Jhelum
(I7) * Most of the human population in Pakistan is associated with:
(a) Trade (b) Mining (c) Agriculture (d) Industry
(18) It has great importance in the economic system of Pakistan: N
() Agriculowe = (b) Trade e i 't(h)th gl:ratim:l of:
(19) Pakistan Steel Mills was established 40km au(rz; ﬁ'lt::l Karachi wi o ; ic::f‘ 3
a) India (b) China c) Ir Rusnia
(20) I(.iznestone and Gypsum are used in the manufacturing of:

em d) Cardboard
Paper (c) Cement ) ( : X
(21 l(':c):av:rr::eml d f:teel lcit::);plexp'l'iﬂa was established in 1968 with the cooperation of:

(a) China (b) Russia (c) Afghanistan (d) Iran
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The ment of Pakistan has provided irrigation facilities for agriculture lhr;-—;i"“
= Wells (b) Canal Irrigation st

8; ':::blis-\vell System (d) Purification of Sea Water
(23) The Dams stored water and they also pr?bv)idecl;:ig :::Control
(a) Windstorm Control 0 &h et

(¢) Flood Control ‘ o L
(24) The average rate of rainfall in Pakistan (;} scdasane (d) Extreme

(a) Veryhigh  (b) Verylow :
(25) The branches of this bank provide loans to the farmers and cultivators on easy terms 44

conditions: )
(a) Exchange Bank () Cornm;rt'.n‘:l JB;:'I: .
(¢) Industrial Development Bank d A fuy e iMc

(26) For training the farmers and cultivators, the Agriculturs Extension Centres hyy,

established: ) )
(a) Green Houses (b) Nurseries (c) Model Plots (d). Agricultural Markets
27) The government of Pakistan first time
(a) 1948 A.D. (b) 1950 A.D. (c) 1952 A.D. (d) 1958 A.D.

28 Second s in Pakistan were enforced in the year:
) (@ 1 (b) 1965 A.D. () 1972A.D. (d) 1980A.D. .
(29) ms i has esta DRSO IS D T du‘m

(a) Industrial Bank

() Tammi a1l Bo
(30) mlmm:erdﬂbanks in Pakis
@ 20 ®) 25 : '

31 This institution encourages common

(

inance Corpora
(32) It i igrigation in P
(@) Wells ®)
(33) For the economic stabili

(c) Agriculture and Industry
(34) Every country tries to keep:

(a) Unfavourable balance of payments

(c) Value of money
(35) In food crops, Pakistan cultivates on large area:

(a) Wheat (b) Rice (<) Com (d) Sugarcane
(36) Pakistan is. basically a country of:

(a) Agriculture (b) Industry (c) Trade (d) Economics
(37) When two countries trade with each other, they ¢ :ide the:

(a) Laws (b) Conditions (c¢) Commission (d) Rate of Tax

(38) The Seed Research Centres are located in Sindh at:
(a) Hyderabad  (b) Khairpur (c) Tandojam  (d) Larkana
(39) All commercial banks were nationalized by the government in the year:
(a) 1954 A.D. (b) 1963 A.D. () 1974A.D. (d) 1981 A.D.
(40) It issues loans for the construction of house building projects:
(a) Small Business Finance Corporation  (b) House Building Finance Corpor
(c) National Finance Cotporation (d) Pakistan Investment Corporatio




14 [slami¢ Economic System 123
'W‘ .

Iqra Economics Jor Class x

Chuprer 14

ISLAMIC ECoNoMic sysrpp

~ IMPORTANT SHORT QUESTIONS ¢ ANSWERS

Q! Define Islamic Economic
' System? Explain.

Ans: lslamic Economie System

System. Whaqe is meant by‘the Islamic

Write down

Important charact@Fisgies e
@) According to this System! Al individuals of s
Allah for this actions and deeds on the day o

earning in r':'c'xomic activiti

obtaining th
@@  The Islamic i f Alfows to take |

collecgively with the cooperation othe
(iii) The IsI3mig Economic S rages p
economic struggle Ind justified distFibution o

(iv) The Islamic Economic System strictly prohibits
drugs, the business of drugs and narcotics and hoarding|

(v) The Islamic Economic System presents bettes nd
principles of the production, consumption and distribution of wealth,

@3 Why is Islamic Economic System better than other systems? Explain
in few sentences.

Ans: Superiority of Islamic Economie System

i ‘ i like socialism,
The Islamic Economic System is better than all other economic systems li
@pitalism and the system of mixed economy. The superiority of the Islamic Economic System can
described as following. . ) —
U The Islamic gconomic System stresses upon only lawful earning while the other LE] ;
€conomic systems do not care about it. . )
(t) The Islamiz Economic System strictly prohibits the use ofhdmgass :nf‘liond::s t?iﬁmm
trade of drugs and narcotics while the other systems adopt them

business, . _ . e
(it Thsemlesflmic Economic System strictly prohlb:i;s _hofa‘llr:::g while the other economi
(i) System encourage hoarding for earning more profit in g

for the welfare
et Brom e o i e e e i
of mankind while the other economic syste

for the progress of business and trade.
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v) The Islamic Economic System Stres
payment of Zakat, Sadqat, Ushr etc. W
concentration of wealth which promote

Q.4
Ans: Comparison of the Islamic
THE ISLAMIC ECONOMIC SYSTEM

ses upon t

Compare the Islamic Economic System with

he distribution of wealth throygp

hile the other economic systems are relateq the

s class differences.
Capitalism.

stem and €Ca Haligy,
CAPITALISM

Capitalism stresses upon earning profj; ,

The Islamic Economic System Stresses g
upon lawful earning OffoOﬁt upto a the basis of demand and supply forces,
certain limit. e : ——

(ii) Social welfare through the economic|(ii) Profit earning 1s ::';ﬁ::’:ifr:?t‘;")f mot'n'g
activities is the main objective of the for_t:;'igamzmg Vities g

sm.
Islamic Economic System. o e - e

(iii) Islam strictly prohibits hoarding and it is|(iii) Capitalism takes f'h:):nrdl:untir a.: beneficial for
restricted in the Islamic Economic System. carmme o Pt;:' l- — ﬁ

- - - : italis e investment is prom
iv) In the Islamic Economic System the|(iv) In capi m, " Jpro

( investment is promoted for the welfare of] only for the prosperity of the capitalists,
society

(v) The Isl mic System prohibi - onl . ress of the
the payment of interest. It promoge igalism eSt-oriente
interest n 0 5

Q.5 Com slamic Econo Wit

Ans: Compa of the Islam cialism

(i) Th System is bas . sg theory o
up i smof she Quran a u &F W Brasented by Sin
Sunnah.

(ii) e Islamic Economic S urages|(ii) issme con ownership|
the pri rshi i i [

(iii) The Islamic Economic System does npt 1.- p sgrictions on
enforce any restriction on economlc e 18 rem choice orJl
system. fi :

(iv) Under the Islamic Economic System th 3¢l ; ¢ productive means are

government allows the private sector to
+ utilize the resources for public welfare.

under the ownership of the government.

The Islamic Economic System discourages
the interest and concentration of wealth
through the enforcement of Zakat and
Ushr System.

W)

Socialism discourages the interest and
concentration of wealth through stoppin
the competition in open market.

W)
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“MPORTANT DETAILED TYPE QUESTIONS AND ANSWERS
(e eSS

Compare Islamic Economic System with Capitalism and Socialism
@ and describe its important features in detail. What is meant by the

Islamic Economic System? Why this system is better than any other
economic system.

ans: The Islamic Economiec Sysiem

The system of economy which is based upon the principles of Islam as stated in the H.oly

ran and Sunnah is called as the Islamic Economic System. This system is blessed to the Mushm.s
through the teachings of Allah in the Holy Quran. This system is collectively profitable because it
isfrtc from a_u debts.

The Islamic Economic System and Capitalism

Capitalism and the Islamic Economic System both have some common features but
actually they are different fro other. The principles of the Islamic Economic Systen_: h.ave
been derived from the teadhi Holy Quran and Sunnah, while the principles of capitalism
have been derived on th nal or group intgf® :
profit earning but upto a certain limit but capitalism islof
limit. It is the reason that capizalists take advantages 3
investments. The Islami System does not al
hands but capitalism enc prosperity of only ¢z
strictly prohibits hoarding but capitalism takes hoafdin

future. The Islamic ic RiNgi s agsociated to

prosperity for the c‘mﬁ '1

The Islamic E stem and So
Sogialism is the name of colle

role of caret se resources fo s

Islamic ECMS up

Economic System has its own unique status and
Economic System is based upon the teachings of the
based upon the theory of collective ownership. The I
the right of private ownership while socialism strictly pro
the productive means. The Islamic Economic System enforce
use his skills and production for the welfare of common p
ownership of all productive means is given to the gover
accepts the right of economic freedom and the choice of profession but in Socialism, this
fundamental right of citizens is restricted as the government itself decides to provide employment
2ccording to skills, ability, technical efficiency of education of people.

Important Features or Characterisiics of the Islamie Economie

System

Important features or characteriscics of the Islamic Economic System can be describ

conomic System doées ng ict on
bits the right of private ownership on
s a responsibility of every individual to
eople but in socialism, the right of the
nment. The Islamic Economic System

following
®Xlsting economic system.

Accounmbmf[

The Islamic Economic System is based upon the teachings. of the Holy Qura‘n and
so it enforces the responsibility to all individuals of adopting l;.wful means in the
"'Banization of economic activities. As the economic struggle is progressed with the co-operation
of each other, so all members of an Islamic State are accountable to Almighty Allah for their

ons and deeds on the day of judgment, so they should struggle for lawful earning and avoid

Sunnah,

T

- These features of the Islamic Economic System prove its superiority on any othefs"=c
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- l.l" U nn

I.Iu“.
from illegal methoas of economic stragyle, .%}
(1) Collective Use of Notural Resources l
‘ The I.lamic Economic System gives a collective right o all exinting i
resources, 0 these productive means should be nused tor the \-vplhu-(. of '"'“\in:lul
should use their resources as the tiust blessed to them by Allah. So (he eConom(e s .\
the Islamic Fconomic System are associated with mutual cooperation angd the Wellupe :Ilu" l\;
(iii)  Private Ownership and Economic Freedom he g,
The Islamic Economic System gives the riu_hl of private ownership ang econ
to all individuals of the State. It accepts the right of I.twlull.r-.u'uml woalth, howeve l:
use of wealth for the social welfare through the payment of Zakat, Uslye, Sadqat e u""“m
(iv) Restrictions on Hoarding
The Islamic Economic System and Islam strictly prohibic hoarding because
harmful for society. The Islamic Economic System totally discourages h“'"““l " l:"im,“
greed of earning illegal profit. Pron,
(v) Restriction on Drugs and Narcotics Trade
drugs, narcotics and alcoholie beverages is resteicted jy Islam, »o e

Econorfii s not allow to or 0 selling of
narcotics ant a ic beverages. dnyy,

P e Economie
have the standard as comp FITRE OF LB Gy T

ipTesadope 0 other o
systems. The Islamic Economic Systen Iiﬂu FI l‘h!-dll 0 and hmd:::

th scol ive and com si ' 1 .
EM“EiEL of econ :P: =" . -
the main fe f thi s shsd ¢

: ) o 1. -1*
The System of Economy whigh E:j 1 ; d as the System o

Mixed Economy. It is such an economhi wl b®ars ¢ ACLOrS afid features of bay
ol so fls Mok d efh of economy wen

capitalism and socialism simultancous
following.

(i) The industrial sector was not developed at the time of independence.

(i) The availability of capital was needed to be increased for the development of agriculul
sector.

(iii) The investment from the private sector was needed to be increased.

The Features or Characteristios of the System of Mixed Econom
The important features or characteristics of the system of mixed economy canbe

described as following. .

(i) The System of Mixed Economy is beneficial. It is necessary for its succenhl
implementation that the policies should be devised after removing the defs '
capitalism and socialism.

(ii) The system of mixed economy is the sum of capitalism and soclalism.Fh
done under this system from both in public and private sectors. Imporan 4T
department remain under the control of the government. The resources
government are increased through the implementation of this system. lal 480

(i) In the system of Mixed Economy, big business, production units, large indus f the
and public utility institutions are nationalized. It increases the expenditures ?

government. Besides this the government also achieves monopoly in the
these units.
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m system of Mixed Economy, the business system of a country is divided into two
w parts public sector and private sector. In public sector, the features are associated to
socialism while in private sector, the features of capitalism are prominent. Investment is
done in both private and public sectors, however private investment is restricted in

blic sector. The government, on the other hand can invest
and development of private sector. vest its capital for the progress

m Long-term economic planning is the distinctive feature of th

The experts take a complete and overall review of th
targets are selected for the impl

economic planning helps in the

Iqra Economics for Class X

e system of Mixed Economy.
e economy of the country and the
ementation of economic plans. This stable and efféctive
progress and stability of the economy of a country.

JOIN
FOR
MORE!!!
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Chap.14: Islamic Economic System

IMPORTANT MULTIPLE CHOICE oussnoum

Q.1

(1)
()

(3)

)

(5)

(6)
(7)
(8
9)

Choose the correct answer for each of the follow;

ﬂgf:mg\h,.\

options: S
Islamic Law strictly prohibits: © Tovestment (2 3
a) Hoarding (b) Earning € USinegg
'i‘h)e principles of the Islamic Economic System have been derived from:
(a) Socialism () CaP"fhsm
(c) The Holy Quran and Sunnah (d) Islamic Ideology
The Islamic Economic System promotes:
(a) Hoarding (b) Interest (c) mfﬂt_lx (d) Monomly
The Islamic Economic System gives assurance of providing equal OPportunities of.
(a) Stock buddmg (b) Business Expansion
(c) Em Io (d) Wealth Accumulation
Isla nomic System stress upon adopting economic activities for:
of proﬁt (b) The IllSt for wealth
's prosperity
onomic System isfb man as Hjs.
(a) Su porter . (b) Caliph -
conomic System di§c
(a ﬁ (b) Wealth ished goods
Is conomic System is ot‘ ia
(@) Investment (b) Interes
and businesg i Slamic Economic
ing BuSifess . )
(c) Wholesale Tra u @
The Economic ch has/been adopte
B A
() Socialism
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ChapTER
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ZAKAT, USHR AND TA X

esssasaiasslstasases

-
-

Q! write down any five objectives of Zahat,
Ans: Objectives of Zakat

Important objectives of Zakat are following.
Zakat gives a soclal protection to the poor, handi
(i) Zakat they can fulfill their necessities in society. A o St

. Islam allows saving but strictly prohibits the h Zaka
(@) accumulation or concentration of carding of wealth. ¢ abolishes the

wealth beca .
the wealth accumu _ use the payment of Zakat is according to
(idf) Zakat is levied lutribullon of we Dup S .

system of Zakat of wealth takes|p
their due share from the wealth of the rich ti

(iv) In the Islamic Eco.f tem, Zakat is col n
sa

for the better pu y used for the ¢ re
and helpless pers d for the managementp

the widows o
®)  AsZakat is ifafe fof mankind,
\ of Almighty =l made

Q2 Write down the exempti
thing ich are ex

Ans: The Exemptions of 2akat

Following people are exempted from the paym
(i) Zakat payment is not imposed on the prope
(i) Mentally retarded persons are exempted from tH€'Pay
(iii) The payment of Zakat is not imposed on slaves.
(iv) The payment of Zakat is not imposed on food and clothing, residential house and all

other domestic goods.
Q3  Write down five points on the economic importance and significance
of Zakat.

Ans: Economic Importance and Significance of Zakat o
The economic importance and significance of Zakat can be described as ollowing.
(i) The system of Zl:;n discourages the concentration of wealth, so it is helpful in the |[E
ocess of distribution of wealth. g
(i) 2];1: abolishes the class conflicts in a society because the poor, needy and helpless
opeful for bearing helped through Zakat. -
;ciokzl: ;fr:trm :lsof;:ovides ielpspﬁ bringing economic stability because it encourages
d‘ . ! - dl. :
(iv) Z:k;ltrpunﬁc: ggwﬂm on which it is paid, this concept stops the Muslim tlr‘:d'e“ from
g nvolved in anci socal acivies e bonrd o, SRR B s e at
" i otection to y, poor . :
help'f:uplr in th’e estalfl’ishment of different social welfare centres like hospitals,
dispenceries, orphanages and handicrafts centres.

(i)
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Chap.15: Zahat, Ushr and Tax :
Q.4  Give the rate of Ushr in the light of hadith.

ate of Ushr )

1‘_'1!:9 :'t of income which is levied like zak‘“h?:l:la;sm?dk(e;;:;m tite iﬂtom

icultural I:i tion is called as Ushr. The Prophet Hazrat AW,) sajd. My
R taken as Ushr from the lands

"One-tenth of the produce has to be :
irorlt:atz; by {aiu afl, river water and lake water and one-twentieth

of the produce has to be taken as Ushr from the land irrigated by

Igra Ecom,m;“ for i
1 1

Ans:

(Hadith of Prophet S.A.W.)

well." g ;
Q.5  Write down five condit:’?us of Ushr is being imposed. (OR) Desey,
the conditions of imposing Ushr.

The Conditions Imposin Ushr

Ans: !
The conditions of imposing Ushr are following.
(i) It is not necessary to be Sahib-e-Nis'ab for the payment of Usl;_r. -
(ii) The period of the payment of Ushr is not ﬁ?:ed like one year for the payment of 3y, ,
after the cultivation of crops.

is pgi he mgriculturist .
(iii) Uﬂ I posed on the lands owned by non-qdults and slaves.
(iv) U ied on the land upder<the D C ust. '

(v) Ushr is also levied on Batai

lan the tenants. U

£

Th'fﬂI nt of Pakistan has Dt 5.0 ¢ ® production frop

rainfall or canal irrigated lands. The gove istafl s also'gst4b many committee

depart t joof Ushr. ‘

Q.6 nMv“EEIIJNisab Za

HEE

Ans: Nisab-e-Zakat i

A certain amount o e gS an \ | payment of Zakat is
i las of gold or 527 of silyer ©r cashimoney or jew o

i o s

levied 1 . 7% *
i | | i

ocher liuid assets to the equivalent value con
The Rate of Zakat " ="l L -
thhre*“f %% per annum.
- he rate of Zakat

Zakat is to be paid from the exj
Zakat is also payable on such animals whicl"a pr-commercial purposes:
on animals is different. One goat from 40 - 120 goats two goats from 121 - 200 goats and 3 goats
from 201 - 300 goats. One cow from each 40 cows. One camel from each 50 camels. The rate of
Zakat has been fixed 20% on mineral resources like coal, petroleum, gas, iron ore, salt etc. only if

they are mined under private ownership.

Q.7  Write down the difference between Zakat and Ushr.
Ans: Difference b/w 2akat and Ushr

A religious obligation of the payment on|(i
certain amount at a fixed ratio for the help share of agricultural produce:a rer]

of needy people each year is called Zakat, cultivation is ¢alled Ushr.

Zakat is levied only on a Sahib-e-Nisab|(ii) It is not necessary to be a Sahib-e-Nisi
for the payment of Ushr.

(i)

Muslim.
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(i)

The rate of Zakat is 2%:% per annum on
the fixed Nisab or more than that. The
rate of Zakat is different on the animals
for the commercial use. The rate of Zakat
on minerals is 20% which are exploredi
under private ownership.

131
(iif) The rate of Ushr is 10%

Igra Economics for Class X

from the
agricultural produce on the Jand which is

irrigated by natural resources and 5% on
such agricultural produce which is
irrigated by artificial means.

(iv) The payment of Zakat is not levied on the|
property of non-adults. Similarly the

payment of Zakat is not necessary for
slaves.

(iv)

Ushr is levied on the agricultural produce
from the cultivable lands of non-adults as
well as owned by the slaves,

(v)  The payment of Zakat becomes essential
for a Sahib-e-Nisab

period of one year,

(v)

A particular period is not fixed for the
Muslim after the| .

Payment of Ushr, it is paid after obtaining

E:icultural Produce from a cultivable
d.

Q8  Define Tax and describe briefly the kinds of Tax,

Ans: Tax

A compulsory :dﬂt is necessary toz
firms to che governmen ent could mangggn
Tax.
) [
There are two “E‘ﬂlninds of Tax which are fjl
(i) I g

Kinds of Tax
Direct Tax
A tax wh
person has to pay i
Example

Co examples of

(ii) ¢
(ii) i

Indirect Tax
-—'—'-—“
A tax whose burden of the pPayment can be

s |
kind of tax is imposed many items again and again. |
Examples |

(i) Sales Tax (i) Excise Duty (iii) Duty Tax |
Q.9

Write down the point of difference between Zakat and Tax.

Ans: Difference between 2akat and Tax

Zakat is a religious obligation of the|(i) The amount which is compulsory to be
Muslims and the payment of Zakat is paid to the governmert so that the
helpful in pleasing Allah. government could manage the expenses
public welfare is called Tax.

(i) Zakat is levied on the annual savings of{(ii) Tax is imposed on the income of people
people. ’ per annum.

(iii) The rate of Zakat has been fixed for all|(iii) The rate of tax may be increased or
time. decreased.

(iv) The payment of Zakat creates the passion|(iv) The payment of tax is helpful for the
of sympathy and brotherhood. government to manage its expenses.
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yment of tax can be exempted
rtain circumstances.

132

(v) The pa
under ce

The payment of Zakat cannot be exempted
ib-e-Nisab Muslim.
Profit and Loss Shari

Q.10 Write a note on
Ans: Profitand Loss Sharing Account

i " rohibits the transaction based upon interest. At present the business based

' -ommon even many of the Islamic States are doing the

pakistan the banks and

h their banking system. In
based on interest. But after the

f Pakistan introduced a system
other financial institutions in
For this purpose an account is
d as Profit and Loss Sharing
n this case if he gains
the ban or financial
also atcording to the
f the account holders

ng Account.

upon interest transaction I
business based upon ipterest transaction throug .
d in the business

other financial institutions were also engage
enforcement .. custem in Pakistan, the Government O
interest free banking on January 1, 1981. Now all the banks and
Pakistan do their business on the basis of profit and loss sharing.
opened in b is of sharing in profit and loss which is calle
Account. When an 2 for profit and loss. I
¢. Similarly if
lder will have to bear this loss

profit, then this amount is actually his p
the account ho

institution bears

ratio of his de t. Under this system the deposited amounts 0

will never be in inds of interest DEATIE iness
All Pakistani banks provide capi § to different
corporations lik ilding Finance C g Corporation
(PTC), Cotton oration (CEC), cs All of these
r the developmer ght with the
at the whole

corporations are Wo
anks. The better results are af

cooperation of b

business st free g o

been enfor and has been"; d palticiy v public. Other

Islamic co s willing for taking agvar is experiencg. They often
examine iNtEre \ dlin/Pakistan and

send their delegations to Pakistan to
then enforce it in their own s
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g TYPE QUESTIONS AND ANSWERS |

Q1 What is tl’.le meaning of Zakas. Describe in detail the objectives and
economic importance of Zahgy,
Ans: Zakat

The H:,‘e‘:l meaning of Zakar is to purify and grow. Thus Zakat practically purifies the
wealth collectes Y a person. On the basis of religious concept, Zakat means the compulsory
payment which is levied on a Sahib-e-Nisah Muslim

at a fixed rate each ;
Nisab and Rate of 2akas each year

Zakat is levied on 52% tolas of silver or 7% tolas of j
gold or the same valued jewellery,
trade goods, cash money and other assets, this called Nisab-e-Zakat. is 2!
the fixed minimum Nisab or more (ho uy Zakat. The rate of Zakat is 2%% on

Holy Quran where ther | of saying prayer,
with it. The first cal:ﬂl ous caliphate
taking the responsibi i at if anyone ha

it is equal to just a piece of a rope, it will be tak

severe steps for the ¢ Zakat. Economig i
described as following.
(i) Under every éeo ystem, the socie

portance of Zakat is cleared that in the

the payment of Zakat is al

Islam e erence, the

among Maﬂﬁi the poor, thus

(ii) Some p s ty are able, educated an h
tQ start their work because i€
su hus the syste a

(iii) Zakatisas ocial welfafe. It is colle

society. The amount collected through Zak:

needy, old, widows and orphans. Thus
helpless people in society.

(iv) The concentration of wealth means to accumulate the wealth in a few hands. The
capitalism earn limitless profit and thus accumulate wealth. Somc part of this
accumulated wealth, they use as capital for further production of wealth. while.the
remaining they consume for their luxuries. On the other hand the poor remain de‘pnv::d
of the availability of fundamental necessities of life. This creates a disequilibrium in
economy. This problem can be solved by the impleme.htanon of the system of Zak.?t
effectively because through this system thé capitalists have to pay 2.5% of their
accumulated wealth as Zakat each year which is consumed for the help of needy and

in society. . -

(v) 'l;'ifrl:}ls;shpt;c;pieﬁ'ecﬁvé izplementation of the system of Zakat, people habitual of sa

There is a great difference the incomes o

their money. They avoid useless expenditure and pay Zakat by taking @%‘ .

compulsory religious obligation. This system of Zakat is helpful in the circulation we

The Aims and Objectives of Zakat

; . ich is i by Allah on us. System of Zakat is not
Zakat is a kind of wealth tax which is imposed 1l: Y = :
only associated :2 social welfare but it is also helpful in acquiring economic stability. The main

jecti i s following. ;
;il)ms - ?,—?.:gf:;; :f,z:f{ff:u'c::sl;est‘:::c:fb E‘aikaat, a social protection is provided to the poor, needy,

handicapped and helpless persons. They can fulfill their necessities in society.
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on for savings but strictly prohibits hoa:ding of wealth &
bolishes hoarding completely because the amount of 7-‘1:
-AXay

llection of much wealth.
alth in better and justified way. Unde, i

Chap.15' Zakat, Ushr and Tax

(i1) Isiamic law gives permissi
effective system of Zakat a
will have to be paid more on the co

(iii) Zakat helps in the distribution of we _ :
implementation of an effective and just system Zakat, the rich will not become riche, and
the poor will not become poorer.

(iv' Zakat is collected in Royal Treasury (Bait-ul-Maal) under the Islamic Economic System

h Zakat can be spent in better way. This im(:oun;

therefore the amount collected throug pe
can be spent for the preaching of Islam, defence, provision of financial help to needy
poor and helpless people, Training and treatment for widows and orphans and for th,

provision of employment to people. .
h Zakat is consumed in serving humanity, therefor,

v) As the amount collected throug .
Zakat is considered as the best source of obtaining the blessing of Allah.

Q.2 What is the meaning of Ushr. Write down the rate of Ushr in the
light of hadith and also describe the conditions of imposing Ushr.

Ans: Ushr
The nl* paid on the agri
As there is a co e payment of Zz

culture produce

at on gold, sl

similarly there is also a command of the payir sh : : odncg. It is not
necessary for the Ushr at the end ofth 1e payi : pritpulsory on
the cultivation of y times during a ye j ‘ prilland crops
and it is taken fro sted crop in the fofin ©
The Rate of the Ushr

U te of 10% fre id which is
irrigated by . er 1tgis : » which is
irrigated by ion li S : ; . Prophet Hazrat
Muh ad (Peace be upon him)

a tent
irng,

u.seofhishndwhﬂeUshrlsapmofsadaqat,soifa t payer 1s als
land he is obliged to pay Ushr as well. Only those cultivable lands are exempted from the payment

of Ushr which give agricultural produce than 940 kilogramme. Ushr is also imposed on the
produced obtained from the forests.

The Conditions of Imposing Ushr

Important conditions of imposing Ushr are following.
It is not necessary to be a Sahib-e-Nisab as Zakat for the payment of Ushr.

6y
(ii) There is no condition of the fixed period of passing one year for the payment of Ushr. It
is levied on every harvesting crop during a year.
(iii) Ushr is also taken from the cultivable lands owned by non-adults and slaves. :
(iv) The payment of Ushr is also necessary on such lands which are owned by a trust.
v) The lands whose produce is to be divided between the landlord and the tenan
as "Batai Lands". Ushr is levied on all such lands.
Ushr can be paid in the form of cash or in the form of commodities. The government of
Pakistan has fixed a rate 5% of receiving Ushr from rainfall irrigated lands or canal irrigated lands
The government has also established a number of committees and department for collecting Ushr.

It is the duty of public to cooperate them.
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“hil .151 * » .
e Write @ note on benefu_:mr:es of Zakat. Describe in detail the
expenditures of Zakat in the light of the teachings of the Holy

Qlll'ﬂﬂ-

s Ex enditures of Zakat

An The distribution of the amount collected through Zakat is called as Expenditures of
those people who have rights of receiving the amount of Zakat are called as Beneficiaries
of Zakat. According to the Holy Quran Zakat can be distributed among the following beneficiaries.
in the Holy Quran:

"Zakat is only for the Pﬂﬂﬁers and the poor and those employed to

collect and to attract the hearts of those who have been converted

towards Islam; and for the captives; and for those in debt a~d for

Mujahideen those are in fighting, and for the traveller who 1s cut

from everything; it is a tax imposed by Allah and Allah is

all-knower, Allah-wise. (Surah Al-Taubah, Verse No. 60)

(i) The Handicapped and Pauper

Such people who have been very old and weak or they are handicapped and helpless in

earning their livelihood es are called as Pauper. As their capability of doing economic
struggle has been ended, essary to help them.througk
(i) The Poor

Those people ot Sahib-e-Nisab i i life hand
to mouth within theirmﬁcome are called quire the
necessities of life fully. s eople have very I 4 §%Heir worse
economic condition they are not able to fulfill thd basic i e, 8o theff have fully
justified for the diggri r'ong them. -
(i) Zaka

Those ré a ed Tof the collecti i i ¢p a full
record of s they

collection and the distrib N
in of the collecti stributjon pdid from
Zakat funds even though they are Sahib-efNisab.
= *-' ' i

do labour
(iv) For Winning Hearts of the Cc

Those people who are non-Muslims but

the problems of economic struggle due to the oppos
right of receiving Zakat, Zakat can be distributed among them for winn

(v Freedom of Slaves and War Prisoners
Those people who are living as slaves and captives of war are also considered rightful in
obtaining Zakat. Zakat can be spent to get them freed from their masters or enemies.

(vi) The Debtors

Those people who have taken a debr under the state of their extreme economic need and
now they are not able to pay their loan because of their worse economic condition are called the

debtors. They have a right to give them financial help in returning their loan from Zakat.

vii o
f ’ In the WGY of Allah the way of Allah are necessary tg‘j%%

Such actions and deeds which are done purely in tb : :
supported economically through Zakat funds. So, the Mujahideen who are busy in fighting
Holy war purely for Allah may be supported from Zakat funds.

(viii) Way Farer
A traveller who has been a victim of econom ’
from his home is justified for obtaining Zakat even thoug
ome .
' ; i d then it is
istributi akat, first of all the close relatives are preferre
distributel:jol;;::ll:.\eng‘;:ﬂ:: ;:::p?:_ z:r‘heazal!cat funds colilfc;led in a part‘;cuhff .reg.;::nt ]::1[1“?:?'?
istributed amone the beneficiaries of that region but if there are no Hene iciaries nay
T g the beneficiari _
distributed elsewhere. -

ic worse condition at any other place away
he is rich and Sahib-e-Nisab at his
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akat, Us r and ax// ——mem—
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Chap.
g ICE Q
IMPORTANT MUL LTIPLE CHO I

o - - .
Q.1 Choose the correct answer for each of the f ollowing from the giye,

opttons'
(1) '{1;e r;te ‘;f Zakat is: =) © - @ 12.5%

a 4.5% 22.5%
(2) [slamic Law strictly prohibits: oyt aion 66 W::;tlth

g rding of Wealt

E:; Prodnc%mn of Wealth . introdl?:ld H ;___,X—L——"" ,
(3) [n Pakistan, interest free b;;llu.:gl;"fa < 1082 . I —
4) '?l")« égsor:nl:)ent of(ga)tklstm has imposed the levy of Ushr on lands watered by rains i

4 e Gove

Py p;;emage N 10% (C) 12% d) 15%

o wmg is not a direct tax et Wl ‘
(5) va)hl I ) Sales Tax ( ) PfOPCI'CY o ax ( ) e th Tax

a
g is not an ot an indirect tax?

i oh ) General | Sale

(a) Excise Duty

(7) It is the ' . . = & Ta:
(a) Sal Fees 5 i =
(8) It is the on form of Indire T2 efty Tax

(a) Income Tax (b) Sales Tax

. EE‘H
June 30, 1
\&c) Lg&ﬂﬂll—gs—l- a
ard st
(a) Hazrat Abu Bahv 272 Bahkr R

S

ccount in P

a
(¢) Hazrat Usman R A
(12) It is considered as a kind of Charity ¢
(a) Tax (b) Custom Du
(13) According to Hadith, the rate of Us
(a) One-ﬁfth of the produce

One
(c) One-tenti of the produce (d) One-twelfth of the produce
(14) According to Hadith, the rate of Ushr on the lands irrigated by well is:

(a) One-eleventh of the produce (b) One-twelfth of the produce
(c) One-twenticth of the ggoducc (d) One-sixth of the produce
(15) Under the Islamic Economic System Zakat is collected in:

(a) Bait-ul-Hikmat (b) Bait-ul-Ta'an
“(c) Bait-ul-Mal (d) Bant-ul-l(hldmat

(16) The land is exempted from Ushr if its produce is less than:
(a) 1500kg (b) 2000kg (c) 2500kg (d) 940kg

(17) . The rate of Ushr on the land which is irrigated by natural resources like rain is{iFidte

@@ 5% - (b) 10% (¢) 15% (d) 30% 7 |[Saip
(18) The rate of Ushr on the land and which is irrigated by artificial means is:

(@) 5% (b) 10% (c) 20% (d) 30%
(19) }Js;hr s also levied on the produce obtained from:
” a) Cotton Mills (b) Mines (c) Fi -
o orests (d) Cement Factori¢
(20) The rate of Zakat on the minerals which are mined under private ownership is:

(@) 2.5% (b) 10% (©) 20% (d) 25%





