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Chapter 1

 ECONOMIC LIFE AND ITS

EVOLUTION -

flePORTANT SHORT QUESTIONS & ANSWERS

7
Q.1 " Define Economic Life
Economic Life?

Ans: Economie Life:

- callT;m life of hu.mar{ be}ng.s Wwhich is related to the activities of obtaining the necessities of
iy ed as Econ [t is collection of various activities of getting food, clothing, shelter
and other requireme 1

Evolution of Life
————— L LiTEe

The process through which the econonli

state of their various

Q.2 Mention
Life.

. What do you understand by the Evolution of

Ans: TheStagesie
| Economi

time, the econér Al

stages of Evolution of Eco

life as fo

(1) g Stage
(iii) Agriculture and Handicraft Stag
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. .

) 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 Econo mig’[=

Life. |
Ans: Pastoral Stage
(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 hprses. ~
(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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T Stage.
pportunity to live in groups and to store animals as wealth

This stage gave an 0
g of transportation from one place to another.

)
ti\) It also gave a trainin '
Describe Agriculture and Handicraft stage of Evolution of e

Q.5
Life in five sentences.

Ans: Agriculiure and Handioraft Stage
f the evolution of economic life in which agriculture was adopieq
LL

(1) It is the third stage ©
a profession and the families in the form of tribes settled down near lakes and y,
o

banks.
In this stage, man learnt to §

row various kinds of crops for the food requirements, i
« He

W also developed simple handicraft for getting his wants.
(ii1) He not only grew crops for his own food but also grew animal fodder crops.
(iv) In this stage, man became able to domesticate wild animals and started to use them i,
his agricultural activities.
v) This stage was proved to a developmental stage for the establishment of villages, towp
ltural based economy was organized in this stage.

and cities. An agricu

Q.6 What | of Economics develo
duri Nlture and Handicra

economic life.

ped with the passage of time
t stage of the evolution of

period of the
on economic

Ans:
ndicraft stage of

Agricultu
cept of Economids.

development of various con
ing concept
!avirucmre in ts
1ange Economy

activities, SO i
M
(iii
(iv) The Concept of tic in
Development O cale
(vi) uction In

Q.7 Describe in few sentencesjig
Division of Labour.

Ans: Tribal Conecept of Occupatiohs abo
. With the emergence of an organized social and economic life in families and tribes
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

started to adopt occupations. Thus an occupational structure was formed among families, groups

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
exchange of products and goods was developed among the members of a same -society WiIEXE
!m;\m as Feudal Exchange Economy. It was a period when people started to esmblis
u’; usmes.hThf_:y started to prepare such things which were commonly used in that society. Th
5 t:ufh'?ht e sdxck.[es. .the axes and the spades were invented during that period being llﬂc“lmﬂl
- cgic. ; L::: Om;:;fl_fu prclfaxed things were exchanged to obtain other things, thus people of 2
mmlty cf! :t; _ their wants and desires through the exchange of goods. This economy Was
y associated with the feudalism, hence it is known as Feudal Exchange Economy.
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Q.9 Write down

the main caus inni Industrial Stage.
Ans: The Cause es of the beginning of

. i
The origin of the industy nhing of Industrial Stage

il stage is related family economy. The members of a family
started to produce bandicrafe B e y ec y _
the beginning of the in dusrri:l'stgl::: ::nmestlc Or cottage industries developed. The main causes of

: 3 be described as following.

() S:;::lf:ll i;raftsmen who got a Jot of experience started tg work for producing consumption
" - € pots, tools, furniture, sews clothes etc

(ii) ‘(Il'his handicrafis system developed ;

: ed killful workers in
omestic or small sale Ped an occupational structure of skill

With : industries,
o k;]tlfutlhe froroduction of currency system, business transaction became easy and the
- : liful craftsm.en started to involve in large scale production. ‘
(v nvention of different kinds of machinery revolutionized the process of production and
created a way for large scale production.

(v) Domestic, cottage and small scale indust

Producticm in big factories. The use of ma
introduced industria] stage i

in the history o
What are the ¢

Iy system started to convert in large scale

chines became tommon in production which
fthe evolution of economic life.

ain types of utilizing economic resources.

Q.10

om

Ans:

Every coun . source and
human resource >n becomes
beneficial, thus LIE Ways or principle$ fe& P
) Priva rship

The way or r the produgti
common pe

1‘f 1Nele prod ' fces given to

stior d_Private Ow hip. In this
process the Fe st ir -  profi s\invest their
capital and ) " iliz , s Of praduction for
gainigg more profit. n

(i) c O

=
The way or principle for the producti i

under the organization of the state and the go

welfare of public is called Public Ownership} 1 o i
under the common ownership of nation or sta

Q.11 -~ Write the points of difference between Ownership and Public
Ownership.

Difference b/w Private and Public Ownershi
= == D W Trivarté and Public Ownership

Private Ownership Public Ownerhship
() The form of ownership in which all the|(i) The form of ownership in which al
resources of production given to people for] resources of production are under th.e
utilizing them in the process of production ownershi? of nation or state is called Public
is called Private Ownership. Ownership® e .bu 3F
i i tral position in private|(ii) Public welfare occupies in public own shi
- gfni:sﬁhi;ur;:lszilefhe le:toors of ptotll)uction and all the factors of p-kthrﬁi om are
are organized in order to gain more and organized in ordelr to provide welfare and
prosperity to people.
more profit. : —
both do not|(iii) The state and governmen- both involve in
. '_ﬂle !:?:: Pl:x?rztt.l:coﬁ’r‘:::ﬁ;n ‘ the production under Public Ownership.
involv A

Ans:
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(iv) Bureaucracy or government officers do notT(-iv) Bureaucracy or government
interrupt in the process of production under|  interrupt in the process of rzfjﬁm:’ usyy))
Private Ownership. Public Ownership. Production Unde,
(v) The system of economy which is established|(v) The system of econo
under Private Ownership is called] under Public Ownersllr:i’;;‘;h:;?l i;m
Capitalism. ed Socialjgp,
Q.12 Define Capitalism and write down any five characteristjo, -
Capitalism. s of

Ans: Capitalism

The form of an economic system in which all the resources of production are ow
common people and they use all the big and small means of production for earning profic isned
Capitalism. It is a system of economy which capital and capitalists both acquire dominant cfl!ed
and they appear as a powerful element in the affairs of a state. Position
characteristics of Capitalism

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

® Capitali
eamnin

(ii) Competition is an important characteri ivaki i production
and provides iry and standard to €o -

(i) Capital t important chafa i apital for the
productigh i ed by private s

(iv) The determination of prices in capit@lisgil i l-“md lemand and

v)
Q.13, Define Socialism a
Ans:

su sl
Ca qw"l i ion of wealth
n EEE

Sua -
factors of
rofit is not

production and makes plans for production fo
Py central

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

®
: ownership of nation.
(i) ~ The government utilized all factors of production for the welfare of public. The
production is not associated to profit earning motive.
(iii) Private ownership does not exist in socialism therefore an interest free economy is

e

developed in a state.
(iv) There is no importance of liking and disliking of consumers in socialism. There is also'n nE
liberty of organizing own business or adopting 2 profession of one's own choice. _, t‘i:.u___ oy
v) All the policies are devised under the instructions of the government. The gove iment
also determines the prices of commodities by keeping a view of purchasing power 0

common man.

R
344
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Q14 Write down the
Socialism,

Igra Economics for Class X -

points of difference between Capitalistn 'and
Compare the characteristics of Capitalism and Socialism.

A"S berehee b/w Capitalism and Socialism

Capitalism : Socialism

A system of €conemy in which all sources|(i

. A system in all sources of production are
of production are owned by common
"People who proyi{

owned by the state and government and
e de capital for their| ‘the government provides capital to
ofganization is called Capitalism. organize them is called Socialism.
0 Pm-ﬁt-e“ning is the basic purpose of|(ii) Social and public welfare is the basic
S e purpose of socialism.

(idi)

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

- consumers is restricted in socialism.
(v} The prices are determined by the demand|(w)

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 Private prog siony=business and
production in capitalism. ‘ preduct all restricted in . ism.

Q.15 Define Islamic Economic Syste
Islamic E System.

Ans: Islamie ie
A system of economy which is based uponj¥akaz
] mcpoyemment is called Islami
T‘ Econo

(i)

The system of collecting Zakaat and Us

Zakaat and Ushr help in reducing class

(ii) The payment of "Fitra" before the ot 2 - alsoda unique
characteristics of Islamic Economic System. The 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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Chp. 1: Economic Life and 1ts Evo ” it for Gy
ot — “"N
T APORTANT DETAILED TYPE QUESTIONS AND ANSWp,
. o M .
. 1 Economic Life? Describe the d;

What is meant by Evolution of ife? . . iffer
Q.1 stages of Economic deyelopment. D.escnbe in detail the V“""oe:?:

stages of the Evolution of Economic Life.

ie Life

Ans: Evolution of E.conom . L

A long historical period and developmental cfrpf:ees; :; gs}fj.;aﬁ:‘ft:w;z ;}; I:;e::;tf::;l;?:n‘k

: . Man was not mu .
osperity of man hich occurred with respect to history fhmugh

condition and pr
: : 3 dual changes W : :
the beginning of history. The gra dually started to come in organized form are collectively

which the economic activities of man gra

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

e stages of Evolution of Economic Life caq b,

Life

The stagesa omic Development or th
described as follo -.-. g |
(1) Hunftl, ;

Since economic life is associated to orfacquiring the
necessities of life, h st stage of the e | cilife ; d a5 Hunting ang
Gathering Stage. It e when man wasjt dare of eivit Jellived in cayes
and obtained his food from Hunting of animals. %s [ihe Oxigin,of eeomomic life, it trained
man in captug i i ed ftadls for hunting by
using wood, ting was an sfof many a time,
he was left’ i ition led dlto gather the

activity and

athering of ami

animalg by catching them alive.
we:

the sto animals was considere
(i) Pas :
Hunting the animals alive and the stordg
the uncertainty condition of the availability of f¢
problems of care and feeding the animals. Mo
sheep, cows and horses, so at least grass and
condition developed another economic activity an

with his animals in search of grassy fields and water. The g
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.

(iii)  Agricviture 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:unsat
. process because it had no authority of ownership related to a piece of land. When man/{ i
regular supply of water gnd natural vegetation near the river banks, he settle here |
groups. H.e learnt the process of growing plants from nature. Thus economic activities were startec
to hnk w1t}1 the processes of cultivating various kinds of food grains, crops, vegetables and fruits.
In la;hw penc:li man also learnt to domesticate wild animals and used them in the process of growing
pI ts. H:.-i so started to use animals for transportation. All these activities related to growing
plants an hi:;mPS are collectively known as Agriculture. Some skillful craftsmen also started to
ir?;:;; u:re fnsé t}t{)alil,. toayfi, clothes and utensils and all these are taken as handicrafts. Thus
V'gll t :ln icraft Stage proved to be well organized stage of economic development.
illages, towns and cities developed in this stage. Agriculture and Handicraft stage organize

d man started to roam from place to place along
rassy fields are called Pastures therefore
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human economic activitie
ﬂ“:‘“t‘mif concepts and mlotsi\:':l classified them into various kinds. It gave birth the following
) 0
?‘ii) E:::glant:?:;lf di:l“on (i) Division of labour in tribes .
) The conce ¢hdal exchange (iv) Establishment of domestic industries

pt of ownership

(iv)  Industrial Stage
During Agn 2

The economic a%-mﬁ::‘:l::e a:;ld Handicrafe Stage, man started to pass a settled and organized life.

The handicrafis Whicl; wem also increased in number because of the increase in human needs.

opened a way of the estabﬁs;;ntroduced in the stage established the handicraft system which

development In productioy. .. ment of small-scale production at domestic level. A remarkable

commamiarkon: ng, advertisement, banking, transportation and
Q.2  Elucidat causes of the"oripin e dustri
describe t lient features of the WFidys ' iﬁ EF 2 j

Ans: Industria u . -

~ Industrial St last stage of thele VoI 5f BeBnon only
revolutionized the prod also classified the cop itigs 1 orsout of
them one is the production secto while the other is icé¥s
Historical E

lived in caves and forests and used the

roots, leaves, bark, seeds and wild bermn
an animals an i

and used them as beasts of burden such as donkeys and horses.

The Main Causes of the Origin of Industrial Staqge -
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 many

industries like cloth industry, glads industries, leather industry, sugar industry and iron l.ndus
came into being for the large scale production.

R[]
p%ﬁ'ﬁi‘-
The Salient Features of Industrial $tage ~> |EaEah
salient features of Industrial Stage can be described as following.
(i) T-nl:: invention of wheel is regarded as the milestone in the development of industrial
- stage. Wheel is the basic component of various kinds of machines. Its first simple
machine were invented and as time passed more complicated and sophisticated machines
invented. )
: learnt the of the energy of running water. He made water wheels to grind com
: :?:ni.u. ;!ydm:.l“eandty was produced through the energy of running water.
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Wind mills were invented to grind maize and food grains such as Wheat, § llaux
» Dar

(iii)
millet. ¢ ang |
(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(| uPO_Wer
force produced by bursting gas by explosion, this is produced by converting gaso]?mg the
(v) During industrial stage, production, consumption and exchange processes anl::'u |
me |

well-organized and thus many new ways of development opened for man.

Q.3  Define Capitalism. Describe the merits and demerits of Capitalisy,
Ans: Capitalism |

A system of economy in which all individuals are allowed to use the means of prodyg
by using their capital and management skills for the purpose of earning more and more pmﬂ:oi:

called as Capitalism. )

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

(i) Capi
(ii) Under this system the land of the stat

used fr private ownership
(iii) ineid f the state has a righ -' dfto earn profi. |
i the : ¢ ' ements taxes |
. 1
(iv) - - - . 4 <
e
ices are determirle

W)
and disliking of the consumers is ke

(2)

(i) In capitalis fo71, the itali
hold in business. - -
(ii) Capitalism generally produces une buidn,of M dency of the

accumulation of wealth in few hands
(iii) The advertisement is taken as necessary for the progress of a business,

amounts of money are spent for making propaganda through advertisement.
“Interest” is given much importance in capitalism which creates an atmosphere of the

therefore huge

)
exploitation of people in a society.

) 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 all means of production remain under the owne ;
the state and the government uses them through specific plans in order to produce welfare:oi G
nation is called Socialism. Bttt
Characteristics of Socialism '

The characteristics or features of socialism can be described as following.

(1) Merits or Advantages of Socialism

The merits or advantages of socialism are following.

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

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

-
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(iii)
(iv)

)
(2)

)
(ii)

(iii)
(iv)
)

ife and ¢ Evolution 9
The prices are

Iqra Economics for Class X
determined by the government according to
fommon map, _

the purchasing power of a

: i ility of
Socialism Provides OPPortunities to work for every individual according to capability
doing work thus jt re lices class differences and unemployme
It is an interest fy.

There is 3 securi
of doing work,

JOIN
FOR
MORE!!!

ty of employees in Public sector which reduces their efficiency ‘and spirit
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Chp.1: Economic Life and its Evolution

IMPORTANT MULTIPLE CHOICE QUESTIONS (MCQs)

aa s TS

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

Q.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 S '
() In socialism, production resources are owned by: Jatam
(a) Army (b) Police (¢) Individuals (d) Government
3) Capitalism is based on: TINIRE N el
(a) Wealth (b) Interest (c) Private Property (d)  None of thes
) The most important invention of industrial revolution is: 5
(a) Motor Car (b) Bicycle (c) Steam Engine (d) Axe
(5) In the beginning man was unknown to:
(a) Hunger (b) Thirst (c) Movement (d) Civilization
(6) Ic is considered as the first stage of the evolution of economic life:
(a) Huntin in (b) Pastoral Stage
(c) indus (d) Handicraft Stage
(7) This stage man began to stqQ imals-for.solving.his.food. problems:
(a) Hunting Stage
(c) Pastor
(8) In gathering used to gather thése
(a) PreciouslS
(c) Animals
(9) Man madic life wi
(a) E'E H¥ml Stage Stage
(10) Almos ivilizagion of the worl

) Ponds (b) Pastures

(11) _Jo-Daro civilization was_si d ne
(a) Ri i er us

(12) Tribal concept of occupational jivision of

(a) Hunting and Gathering Stage

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

(a) Metals (b) Animals c tones . Feds
(14) Ploughs, sickles, axes and spades were considered as these in Agriculture and Handicraft

Stage:

(a) Tools (b) Commodities () Ornaments (d) Handicrafts

(15) It'is the main concept of agriculture stage:
(a) Paper money (b) Animal husbandry (¢) Cultivation (d) Division of labour
in this stage of evolution of economic life:

(16) Feudal exchange economy was introduced
(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

(18) A revolution in the economic life started with the beginning of:
(a) Pastoral Stage (b) Industrial Stage

e (c) Stone age _ (d) Agricultuxe Stage

) The establishment of various kinds of big factories for manufacturing cloth, glass,
leather, iron and sugar is related to:
(@) Handicraft Stage (b) Agriculture Stage

(c) Industrial Stage (d) Hunting Stage
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Q20 The number of Principles which are commonly used for production:
() Two ree (¢) Four (d) Five
@n The economic system Which is related to private ownership is:
(@) Narturalism  (p) Capitalism (c) Spiritualism (d) Socialism
(22) The system in which all resources of production are considered as collective ownership of
the state of nation is called: 1
(a) Materialism ()  Socialism (c) DPragmatism (d) Capitalism
(23) Competition for production and sale is a characteristics of :
(2) Interest free system (b) Monopolistic System
(©) Capitalism (d) Socialism
(24) Profit earning is not a purpose in:
(a)  Service Industry (b) Socialism
(c) Capitalism (d) Competition
(25)

Private ownership is not allowed in: . ¥
(@) Nacturalism (b) Feudal Exchange System
(c) Socialism (d) Capitalism

JOIN
FOR
MORE!!!
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Chp.2: The Economic Legacy of Pakistan

Chapter 2 ‘
THE ECONOMIC LEGACY

oF PAKISTAN

e RTANT SHORT QUESTIONS & ANSWERS
(;T Write down any five economic problems of Pakistan.

Ans: Econommnit Problems of Pakistan
lems of Pakistan are following.

Five economic prob

(i) Agricultural Problems of Pakistan
pakistan is agricultural country but unluckily the agriculture sector in
pakistan is not devel country could not attain self sufficiency in main food crops till
tal d ' i

now.
Low Rate of AL Capital Formafior
lowest rate of capital §sic 1
| es its effects

@ii)
Pakistan, due
mainly due to the poor€st &¥e of saving. The lowes
on developmental plans in Pakistan.
(iii) Indus I
Pakista | em of ind
ldue to energy crisisjs

Pakistan are not r
(iv) ardness of Tra
Trade istan is
arketing ties fo

transportation and m
ble Balance of Pc

(v) Unfavoura
Pakistan always suffers from a large defiG

number of other economic problems.
Q.2 Name the problems that Pakistan facea T spendence.
Ans: The Problems Faced by Pakistan sooh After iis

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

following.
(1) Agnmltunl Backwardness . (ii) Industrial Backwardness
(iii) Migration and Population Pressure (iv) Backwardness of Trade
(vi) Low per Capita Income

Backwardness of Banking System

)
cts of the British occupation t

Q.3 Describe the Economic Effe

£ sub-continent in five sentences. Eht
Ans: Economic Effects of the British Occupation in the

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

following.
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(i) The British had established the East India Company for obtaining,economic Pliapo}f:;;
They purchased raw materials at low prices then after producing commodities sold t
at high prices. : d

(ii) They kept the Muslim majority areas in Punjab backward with respect to agflmlFurehan
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. z : fo B

) 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 its
The eco ons of Pakistan a déscribed as

following. :

® At the th ﬂblishment of Pak i D 1 fanits nor
develope e sector in the area an.

(ii) There we ken roads and fe ; i at the

time of its establishment.

(iii) Th d with resp ‘ 3 |l
ins ‘E&Wt that time er fifla ons were
run § e

(iv) When the Hindu Capitali dw ‘ i & :

~) Itw e enemies that P T: put by the

grace of Allah and with untiring labg
Pakistani nation made it possible that [

Ans: The Causes 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 1.2 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 used -on
very limited scale. Good quality of seeds and fertilizers are not used for the prod
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.

v) 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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Chp.2: The Economic

Q.6

Ans:
(i)
(i)

(i)

(iv)

v)
Q.7

ans:
(i)
(i)

(iii)
(iv)

V)

Q.8

Ans:

sub-continent were following.

(@)

(ii)
(iii)

five causes of Industrial Backwardness of Pakistan,

Write down any
The Causes of Industrial Backwardness of Pakistan
dustrial backwardness of Pakistan can be described as following.
f pakistan is very high, therefore they are facing

Five caus<cs of In
The cast of production in the industries 0

backwardness-
The main cause of the industrial backwardne
rial goods whi

for the consumption of indust
s of industries in pPakistan.
ss of industries but Pakistan always faced the

ss in Pakistan is the limited country market
ch is great obstacles for the extension and

progres
Capital is very necessary for the progreé
f capital in this respect. People in pakistan do not cooperaté in purchasin
this, the cost of production of domestic C°mmoditie§

duction, the reason for
standard quality.
and power resources like coal, iron, petrol and others are required for
not available in pakistan in large quantities.

d and technical labour working for industries.
of decreasing per capita income in
auses of low per capita income in

domestic pro
is high with less

The basic energy
industrial progress but they are
In Pakistan there is a shortage of skille

Mention or state any five causes

Pakist State any five €
Pak.isal

The Causes
Five caus er capita income in Pa
The econmulu'smn is agriculturg Bas 25% oft! N ‘
o Iture but the agriCUEULES 3 deper seasonal and

: Jéfieapita income is

is gained
climatic changes, therefore agricultura ef&@'

als

The l*!y growing DO i % ) . ) 4 cF

i istans 3% popula ﬂih an is i , : 2ar as compared
: use ol i - 'gS, this is

cap
to that of productive mear d the op
istan, the deficien ital
alsoa . pergfapita 1ngo
The prices of commonly used commodati€ on from the
there is scarcity of gapi s a cause of

last twenty years,
low per capita income in

The means of transporta
mobility of labour as W
transportation is a cause of

Pakistan.
tion in Pakista®
ell as production.

decreasing per capita income in Pa]ds.
Describe the causes of industrial backwardness in Pakistan at the

time of the Partition of the Sub-Continent.

Industrial Backwardness of Pakistan
The causes of industrial backwardness of Pakistan at the time of the partition of the

The British Government, from the v : inni
- tsh nt, fro ery beginning adopted the poli of not establishin
industries in the Muslim majority areas. Due to industrial polic; of CJE British made :
]r;ugmn %dtéls(:tvmlly backward. o
e to backwardness of industrial sector, the capitali o T
e : : y sts i e
capitals, thus industrial sector remained backward It!or many‘;‘;:ershes“am e
e in the development

Natural resources like coal, gas and mineral play very si ‘icant rol
but by that time they were

developed.
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(iv) There were few industries in Pakistan at the time of partition. PeoPIe wer];: nc:'tcl;::;d the
in industrial and techniecal professions, so lack of availability of skilled labou
industrial backwardness.

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

@) 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 ids in "Barani

ltural land

Ps was done by me3
on the mercy of unger

was also remi un-cultivated.

(iii) The use out of date agri agriculture
could not g gress for long.

(iv) At the

e

ci a .
1 a S i .
) E‘ s'was done impfo i s| at the time
ent of stan. There i i rops inor organized
est to increa roduction.
Q.I0 The Trade Sector was undeve

" of Pakistan. State the causes
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.

(iif) The British Government Policy was that the Muslim majority areas like Sindh, Punjab
Khyber Pakhtun Khwa and Baluchistan should be kept economically backward be¢ use of
using the people from these areas in defence services. E

(iv) The Hindu traders and capitalists migrated to Irdia after partition. W]

) 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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Q.11 Was the number of Banks and their efficiency satisfacto,-y At
time of the establishment of Pakistan? If not; write down its ::a ;
. i
Ans: Backwardness of Banking System

The Banking System and its efficiency was not satisfactory at the tim, ;
establishment of Pakistan. The cause of the backwardness of Banking System can be deﬂCri;e; e
as

following.

Uses,

(i) Trade as well as commercial banks were mostly owned by the Hindus. They h
Muslims were also traders and businessmen, but they were handicapped by ?a»kthe L
capital. . ] Ckof |

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

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

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

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

Pakista
) Under, ﬁtnstances, the establishment of a Central Bank was badly needed, g,
| "The Sgat klof Pakistan" wasf€sta rugurated=b \uaid-e-Azam
Muhammed Ali Jinnah on 1st July, 194 ank iSsue in October,

2 effects in

1948.

Q.12 Descr[

economy at
brie

Ans: i 2 re on Pz a Dhomy

The Economic cofidition of a countpyis a ¥ the ﬁ decrease in

stani produced effects

population. The migration of pop : : hme at
on the e of Pakistan s d i !
(1) Besides er causes®f econoni; :

ationy

created serious disturbance in Pakist

(ii) Approximately 7.5 millions refugees le seek shelter,

the population of Pakistan increased [raf

(iii) The migration of homeless and helplesspeoplevinalarge-num Any 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.

(v) 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
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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 division 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 folloWi

(i) Agricul m

Pakistan is mainly an agricultural coun ;
agriculture but the a depends upon unge
Changes which makeEB :
income is also decreased.
(i) Pressure of Population

The rapi
3% population
employment

(iil) ack

Al

(iv) Lack of Capital ‘

The efficiency of savings in Pakistan is v s of general m
increased due to inflation in Pakistan, thus capital formation process 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 de
capita income.

Suqgestions and Steps to Increase Per Capita Income

Following suggestions or steps can be taken to increase the per capita incomﬁ. e
(it o

Have been

creasing per

Pakistan. S .

(1) It is necessary to end of the feudal system, so that true rewards should be given to [th& -+
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. ,

W) 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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Q.2 Write the causes of Agrt’cultural Backwardness of Pakistan
ess of Pakistan

detail.
Ans: The causes of A jouliural Backwardn .
When Pakistan was came into being on August 14, 1947, the ?conomxc condition of the
le were suffering from poverty and misery. By that most of ¢p,
d cultivation. Per hectare yield in agricultyr,

try was very weak. The peop
e 34 d livelihood through agriculture an

cultural country but faced the problem of fooq
the agricultural and economj,

population carneh h Paki being an agri
Thou akistan be
was very low 4 jwardness of Agriculttlre Sector,
lems were the part of economic

deficiency. Due O the bac ]
i he country were not satisfactory and these pro
conditions of the country n of the Sub-Continent. The causes of Agricultural Backwardness of

legacy because of the partitio :
pakistan can be described as following.

(i) Land Tenure System = e
System in Pakistan is always remainé
Land Tenure SyStC  ihe cultivable land is the property landlords, A

i istan. The greater part O e
number of poor farmers work on these lands on very poor terms and conditions. Due tO'this unfair
distribution of the farmers do not work zealously therefore per acre production always

remains low.
(i) lrrlgaﬂg! M* :
The irriga in Pakistan is y de :
wells and canals were use j : - 1C ere usually on
i er the establishn ‘ ifriga e problems of
8 i ltivaDié€ E i 5 destroyed
‘ |q:1nhﬁﬂp
||

s the big cause of the agricultura|

the time of independence

the mercy of uncert
water logging and sal ed. Almost 80 .
s lelie like wheat,

by it every year. It also re the yield per acre Ic'prodices it
acco, vegetables and fruits i P‘Fﬂﬁ e i 1: I (-
Fatigh hﬂl y of seeds,

sugercane, g

(i) Sub
For 0 i ter yield from land ivatioh,,the Use"o
fertilizers,and pesticides is necessary. - adilities, of providing g ty of seeds
and fertiliz ¢ the time of the parti i  that [Eiime, 'the rs were not
able to acquire ici b i ce inf pe of seeds
used for the process o : r : andard inputs are
ts is use of the

and animal manure were
used for the process of cultivation. Thus the dsg ﬁ! b
By

backwardness of agriculture in Pakistan.
The Use of Old Equipments

The equipments and machinery for cu

]
o= Ny g g
Itivation have great importance IC increasing

agricultural production. By the use of modern equipments and machinery, the advanced countries

have remarkably increased their yield per acre. The farmers in Pakistan use generally old and out of
f Plough, Sohaga, Sickle, Khurpi with 2

. ' of cultivation. The use 0
pair of bullock is common in the agri Though the use of modern equipments
and machinery has been start thus these old implements are also

responsible for the agricultural backwardness in Pakistan. )

(v) Defective System for the Sale and Purchase of Agricultural
Commodities : E

There was no proper management for the sale and purchase of the agriculi ,“E’I

commodities at the time of the establishment of Paki i
_ istan. Neither there was a fa
cultural warehouses nor organized markets existed for the sale of agricultural produce.

{:ﬁlife hari todfacc afnun:.lber of problems to get the due price for their agricultural produce. Even

but the f:frm ‘: ure o agnc_ultural marketing is very complicated in which middlemen get benefits

i s cannot achx:avc the due right of their labour. In such condition, the farm d
interest to increase their production and per acre production remains very iow T

agri
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tvi) Lond Fragmentation

Small and scattered holdings are also responsible for low yield per hectare. The laws of
inheritance 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

su 4
cultivation cannot be introduced. The land fragmentation is also a cause 0

packwardness of Pakistan.
Q3 DGSfrtbe 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 estabhshme'nt. However, a few small factories existed which used agricultural raw
material for manufacturing 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.

[0, Industrial Policy of the British Government
It was the policy of the British Government from the very beginning that industries not

to be established in the nt. The British Government wanted to keep the Sub-Continent
as an agricultural l?nd e supply of raw materials to the factories in England was made
from the Sub-Contine ishment of industfies In the Sub-Continent was a dangeryor the

survival of factories and industries running in Bri
this region was undev respect to indus
result of the partitionm Continent, so thé
undeveloped with resp i

establishment of Pakistan out of them just 24 units

1L, e o

(ii) Scarc

Capital St
private capitalists or t ital Is"fdfmed as loan fg
establishmént of Pakistan there were n al
the investors ivate secto esi
amount of profit. Though many financial“institutions

the process of capital formation for the developmer
This scarcity of capital is the cause of industrial back
Unavailability of Natural Reso
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 peo)

were not interested in industrial and technical professions. When industrial structure was build 1P
2 new , the administrative machinery of Pakistan had to import highly trained labour,

technicians, engineers and s :
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.

killed workers from other countries. Even now, Pakistan is facing (He
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(v) Lack o nsporfatio o Icatlon Facliitios
The means of transportation and communication play very Import

development of industries. Their importance cannot be neglected from the rl:w ant role jp yp,
production of furnished goods. Raw materials are brought to the factories ;h:"“terlals to the
transportation and these means of transport also used for carrying goods from ;;ush Meang o
markets. The means of transport like roads, rallways, grucks and others were very f:'°fli)es t0 the
establishment of Pakistan in this reglon. Though transport and communication ;-': ilfifon the
available in PaKistan but both transport and commudication systems are still undevel ecd ties are
do not provide their services to industrial sector fully , so these defective t:-?n, and th

communication systems are also a cause of industrial backwardness In Pakistan, port ang

CJON S —
g
MORE!!
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Q.1
()
@
3)
@)

®)
(6
(7)
(8)
®

(10)

(1)

(12)

(13)

(14)
(15)
(16)
(17)

(18)

IMPORTANT MULTIPLE CHOICE QUESTIONS (MCQs)

Choose the correct answer for each of the following from the gen
options. : 3

Pakistan is a country of; ' ' :

(@) Agriculture (b) Industry () Trade (&) ECoRomic

Per capita income in Pakistan s very: :

(a) Low (b) High (c) Consistent  (d) Artractive

The use of outdated tools is one of the cause of backwardness of our:

(a) Agricultyre (b) Industry . (c) Banking System(d) Trade

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

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

In the Sub-Co t ritish always considered this nation as their strongest rivals:

(@) The Hin Muslims

At the time o e, the Sub-Contin
(@) Machinery (b) Manpower *

The British ke im majority areas ¢
to:

(a) develop industfie
(c) obtain mineral
The Briti ¢ the

t of publi
Th lim majority area
conspi

(a) Political leaders
(c) Industrialists ' e
The British CStﬂbHShed East India Comp.my DI ODtaining:
(a) Agricultural purposes ‘ ~ (BY™Politica
(c) Trade benefits (d) Religious benefits o , &
Inspite of being an agricultural country, at the time of establishment, Pakistan had to
face the problem of: J ' ' : ‘ -

(@) Water irrigation - (b) Soil fertility '
(c) Food deficiency (d) Unavailability of farmers

These were the main sources of irrigation at the time of establishment of Pakistan:
(a) Tube Wells M . (h) Waells and Canals -

(c) Rivers and dams _ . (d) Karez and lakes - ,
One-fifth of the total cultivable land was the property of landlords in: ,
(a) Sindh (b) Kashmir v (c), Punjab (d) 'Baluchistan

20% area of the total cultivable laid was the préperty of wealthy landlords in:

(a) Gilgit (b) Baltistan  °  '(c) Khyber Pakhtunkhwa (d)  Sindh
In the beginning the cultivable lands were left on the mercy of uncertain rainfall;

() Deserted lands(b) Kharani lands () Baranilands (d) Flowery lands
According to a report of the year 1955, 8.6 million acre agricultural land was located in:
() Sindh () Punjab .l (c) Khyber Pakhtun Khwa (d) Baluchistan
In Sindh, 1.1 million acres of agricultural land was the property of only: ;
(3) 200 landlords (b) 180 landlords (c) 150 landlords (d) 124 landlords
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whose total area waq
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dh, 3000 Zamindars were t

19) InsSin
about:
(b) 3.2 million acres

(a) 2.2 million acres
(c) 54 million acres (d) 6 million acres
(20) The advanced countries have increased their agricultural production because of:
(a) oud techniques (b) Animal farming
(d) Modern implements

(c) Foreign policy
Coal, gas and mineral oil are considered as:

he owner of agricultural land

(b) Industrial resources

21)
( (@) Agricultuml resources
(c) Commercial resources (d) Natural resources
(22) The use of Sub-Standard inputs is the cause of backwardness of:
(a) Land Tenure System (b) Irrigation System
(d) Agricultural System .
d into small holdings is called:

(c) Transport System
(23) The division and sub-division of cultivable lan
Land Picking

(a) Land Cultivation y
umulation (d) Land Fragr_r_wntation
s and fragmenl:ation of cultivable ]lands in Pakistan:

(c) lan c

(24) It is res small holding 2
) Law of Power (c) Lawo Inheritance (d) Law of Society

n Pakis — - rime of independence because

(a) C
(25) Food deficien lem was OCCUIT

of:
@ A Ekwardness
(¢) Tra ess

(26) It was the Britis olicy to leave them o
(a i jori eas
TR

(27) Th t 1t always avo1dee

because:

They wanted to eStal il ]

(c) y

(d) They v :
(28) It has the basic importance for the de

(a) Water Policy maker Capital
(29) It is commonly obtained through p g loans from

financial institutions:

(2) The right of ownership (b) Rent

(d) Interest '
he Sub-Continent

(c) Capital
le progress int

(30) The industrial

ke 2 remarkab

sector could not ma

because of unavailability of:
(a) Natural resources (b) Capital
(¢) Skilled labour (d) All of these
s and furnished goods to

@G1) These play important role in shifting raw material to factorie

market:
gg :dl:ﬁ: o:'_ capital _ (b) Meansof Tra ortation
(32) Roads rallwz e (d) Natural resources
) ys, trucks, buses, aeroplanes etc. are considered as:

(b) Means of saving time

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

(<) Means of tr. 1
o ean ansportation
) The thecry of population was presented by:

(a) Karl Marx
(c) Lamarck ' (b) Robert Malthus
(34)  The number of refu . (d) Professor Marshall
gees who came to Pakistan at the time of establishment was:

23 b, ®) 5.5 milli
.5 milli .5 mulion
on d) 7.5 million
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(35)

(36)

(39)

(40)

(41)

(42)

(43)

(44)

(45)
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He Is considered as the

founder of
(a) David Ricardo  of Socialism:

(c) Adam Smith ::; :‘::hhl::“

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 Banks in Pakistan at the time of independence was
(a) 536 (b) 549

k after the economy a

s a central bank at the time of establishment
of Pakistan:
(a) an a (b) Bank of England
(c) International Bank (d) Bank of Auzll::lia
The Quaid-e-Azam Muhammad Alj Jinnah inaugurated the State Bank of Pakistan on:
(a) 7th October, 1947 (b) 12th November, 1947
(c) st July, 1948 (d) 2nd October, 1948
The State Bank of Pakistan

issued currency for thie first time in the year:
(@) July, 1948 (®) October, 1948

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

(a) Nation (6) Muslim Commercial Bank

(c) Habi . ate Ba

The National Bank of Pakistan was came InfB '8 g ir

(a) 1st July,
(c) 6th
For the dete

(a) Total population

(a) 4 ™
m

-

A.D.
of per capita incon

(c) Less population

gt o e

w
(a) High () Moderate
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Q.1 Define Wants and describe two kinds of Wants.

Ans: Wants

All the desires and requisites of life in the form of certain goods and services which
become responsible for the economic 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.vacious.cconomic sbecause they
require money for theif satisfaction are called "Ego guoialy Batisfied by
doing labour. These wants are related to obta ! vicgs with the
consumption of wepéS ey. Econom:c wanfgs L
e

(a) s
(n) on-!conom Wcmn
not require
'l\lon-E.cono levcd with ese wants

TN '@
m \ glof Io , splritual
satisfaction etc. are include on-Economic Wasits,

are the free
Q.2 efine Economlc

* Eco .

(3) - Necessities (i)
Ans: Economic Wants

All those wants in the form of certain nia . are satlsfied
only by the consumption of wealth or money are called Economic Wants. Thesc wants glve 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
f a civilized life in a society are called Necesslues The concept of human life is not possible

for mamtammg 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 €gg in breakfast f veniat
telephone, refrigrator ete, are included in c'ocom e bed for sleeping, vehicle for move

forts,
()  Luxuries i

Iqra Economics for Class X

e : ries, They only give satisfaction to egoistic spirit and add
3}]:P3f°m' %‘3?“? a.nd :_ocml Status in human ljfe, Certain commodities are necessities for a man but
; ¢y may be uxu:;es hc?r the other. For eXample a car, tefephone and a bungalow are the necessities

or a minister and a .'S_h Bovernment official or 2 diplomat but all these are luxuries for a clerk.
Television, Air conditioner,

Ornaments, jewelle diamonds, gems, ex ensive conveyance
well-furnished residence etcare all included in luxu:?er's. '8 iy ¢ ,

Q.3  Define Wants. Mention or state

want is satisfied, more

(i)

occur again and i

(iii) Com
Wants a ‘ 1tive in nature.'S their
satisfaction. As the wants which ar ost ifm
important to be satisfied lat n
(iv)  Altern ature

Wants are alternative in nature becaus
2lternatives 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 is satisfied
fully by consuming milk, sugar, tea cup etc.

Q.4  Define the following terms. -

@ Wants (i1) Goods and Services
(ii1) Utility Gv) Value
Ans:(i) Wants

All the desires and requisites of human life in the form of certain goods and services = :

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

(iill Goods and Services . : _

All materialistic things or commodities 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 human want. 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-,-fn"'
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 mer
provides entertainment to people. The endeavour of such persons are taken as thelr services, o

(iti) Uiy

The hidden power of a product or service by which any human want can be satisfied j
called as Utility. It is not necessary for the utility of a product or service that it may be “ﬂefu:
because sometimes it may be dangerous to human health or society. It is considered as utilj
because it satisfied human want. Everything possesses a utility but obtaining utility depends up;:
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 jg

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

(a) Valuve
The val modity which is rela
Value in Use. All éco oods and services pos

and wood etc. all have great importance in humdn lifé

is called as
» liSht, soil

Ans:[i] Seareity
e is generally considered as Scarcity but in |

The shortage of a commodity or a servic
economics it is relative concept and is determined by the comparison of the demand of a
commodity or a service. If the demand is greater than the quantity of supply of a commodity ora |
service then it is taken as to be scarce. As we know that the scarcity of clay, stones and air is not |

felt because their supply is far more than their demand. As compared to that the scarcity of food

ins, clothing, scooters, motor cars and books etc. is always observed because of less supply than

grains
their demand. The relative scarcity creates economic problems. Thus the relative shortage of

certain goods and services is called as Scarcity.
(i) Price

The, value of any product or a service if expressed in terms of money -then it i
Price. Price is a good source of measuring the value of a product or service. The price detefm
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.

(i11) Wealth
Money, gold or silver are generally considered as wealth but in economics all those goods
e considered 33

and services which contain the qualities of utility, scarcity and transferability ar
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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 remem 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. i

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 exileM a product by whi
goods or services is ue,
The @al‘lﬂems that Create

Value is a \termis
qualities are necessagy t isted in a '
qualities can be described as following.

5 HROREIL .

& Pefl satisfied the

reading
want,
() cl

The sho a commodity or service a i called as
Scarcity. It is also an essential factor or quality that creates v du i :

paid due to the scarcity of a commodity or service
(ili) Transferabllity

The third factor or quality of the value is transferability. Anything which possesses a
value can be transferable physically from one place to another but if it is not possible than its
ownership can be changed. For example a motor car,

fridge and television are transferable
physically but a house or a piece of land cannot be shifted physically therefore they are movable
nominally by the transfer of ownership.

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

The power, feature or quality of a commodity, service or person by which human v
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 have more
utility because people have a great desire of acquiring them.

(i) It depends upon the nature of ownership. I-‘o.r example there is no utility of a pen for an
illitcrate person but for a student it has a utility.

(iii) It depends upon the nature of the use of commodities or services. For ex

ample if wood is
consumed for m;kmg hish qullity fum.iture. it has more uti.lity than if ic

is used as fuel.
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(iv) The change of utility
is increased if it is used

Time and place both cre
useless in a forest but their utility

Write the points of difference

depends upon the
as fertilizer.

)
Q.7

Ans:

The cconomic term which describes the
quality ot power of a product or service o
satisfying a human want is called Utility.

(1

ate the utility. For
is increase

between Utility and Satisfaction.

Difference beiween usility and Satisfaotion

shape or form. For example the utility of garb;;

example herbs and shrubs are considered
d in medicine making places.

(1) A general term which describes the feeling
of happiness or pleasure after the use of 2
commodity or service is called
Satisfaction.

Utility has its own existence because it is

Satisfaction depends upon utility because -

(2)

(2)
a power or quality of a commodity or a it is attained after the utility of a product
service. or service.

Example: [Example:
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 M!“'HL“

Ans: Differe Utility and Ine i1

(1) The power or quality of a product of|{1) ichy describes the
service isfy t is called wof called
Utilicy. s

(2) Utility s megative. ) @ Us is sfconBidered as

sitive: u -

(3) Ut oes not relate to ethi oral Ss iFll e al
significance. i . d mo‘raj

Q.9 Write the points of differe n E 1 ts and

Non-Economic Wants. 'I 3 - .' -|-=-
aAns: Difference b/w Economie ants

ECONOMIC WANTS

NON-ECONOMIC WANTS

to satisfy these wants.

(1) All I-_m.m_an wants which require|(1) All human wants which do no i
Eatcnahsuc goods znd.services to satisfy materialistic goods and sewicest 1::2:14;::
em are called Economic Wants. to satisfy them are called Non-Economic
Wants.
(2) These wants can only be satisfied only[(2) These wants do not require the
after the consumption of money. consumption of money ql'or their
: e satisfaction.
(3) Economic activities are necessary in order|(3) Economic activities do not requi

i
&

—

Examples:
Wants of gerting food, clothing and a

satisfy these wants. ~

Examples: OE3 L
Desires for air, sunshine and water are

house are all economic wants.

included in non-economic wants.
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6.10 Write the points of difference between Wealth and Capital.
Ans: Difference b/w Wealth and Capital

- WEALTH CAPITAL M—
(1) All those things which contain the (1)  The part of wealth which i.s used to yiel
qualities of wutility, 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,

He keeps 2 lacs with him, this cash money
is his wealth.

A person gets Rs. 5 lacs from his father, h_c
invests Rs. 3 lacs for buying shares, this
investment is his capital.

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

Ans: Wealth
All those services which ge
idere

transferability are ¢ ealch.

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

e ————————————————

The wealth which is belonged to a person - iod i erial goods
or services is \lﬂ'.
(ii) SodMQl!ﬂE ealth
The and properties which are colle spciety are
p (

conside as social or common wealff ic
considere ial or comm

(ili) National Wealth _
All the assets and resources available in s
of the nation are called as National Wealth. All mit
streams, metals, minerals, oil, gas etc are included §
(iv) International Wealth
The sum of total national wealth of al

International Wealth. It included such thin
oceans, space, scientific knowledge etc.

Q.12 Define Economic problem and state the exa
Economic Problem.

Ans: Economie Problem

The problem which is related to the production, consumption, distribution and financ@l{fi+|=
order to organize a system for satisfying human wants is called as Economic Problems, ey

The Nature of Economic 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.

(i1) The resources for satisfying the human wants are limited.

(iii) How can the available resource be managed to satisfy more human wants.

rests, rivers,

I the countries of the world is called as
gs which are commonly shared by all countries like

mples of the nature of
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Q.13
Ans:

Q.14
Ans:

Q.15

Ans:

e s for 1
Define Economics in the words of Professor Marshall. —X

Marshall's Definition of Economics

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

can b tively". (Professor Lionel Robbins)
Give a n of the de
Professor Marshall and Profe
most co fisive?

The Co ;iz! nofllarsh
Marshall's Definition
According Aarsha man activities|(
are studije -i conomics for increasing
the materialistic welfare.

-

(2)

Marshal! Dition imjisgéd scope|(2)__Rol

- . - J L ] 4
because of its concept of materialisti E % g
| 1 e

welfare. E

#'13rge scope
ation of al]

(3) The concept of materialistic welfare i deans and

Marshall's definition is not universal. = “p——unlin pin's*definition is
universal

(4) Marshall's definition divides the human|(4) Robbin's definition considers all activities
activities in two categories material and associated to economic aspects of human
non-material. life.

(5) Marshall's definition is only applicable to|(5) Robbin's definition is applicable to all
the economy of capitalism. kinds of systems of economy."




J—

2 X
Chap.3: Economics and its Subject Matter 31 Igra Economics for C[nss‘_

" IMPORTANT DETAILED TYPE QUESTIONS AND ANSWERS

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

Ans: Economies .

A progressive social science which deals with the study of all those methods, mal)"‘fcal
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 Marshall)
(iii) Economics is a science of scarcity and choice. (Professor Lionel Robbins)

The Subject Matter of Economies

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 materi remSomtheough individ nd collective
efforts material requisi be provided m pre jmy orde welfare,
economic progress and prosperity.

Another xpert Professor|F atter of
Economics is actually to the purpose o y limited
sources. According to Robbi hen means are li : the man
should follow a certain line of action in order to ‘ oo ot . sitdation, the

wants may be ﬂ’: of prefere S eferr dhdy SatisSkying| the most
important w e able to so ct . Adtording to

Robbins, the solition o Omiic problem by virigha ice iom i ally the

subject matter of Economics. In sh be §z \ ialfrequisites for
human pro d prosperi i¢ a certain
line of action is the e e or the subjéct matter

The Scope of Economies

ause it is
considered simultaneously as a science and as pecause 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 atmosph__'..tE
establishing international trade. - & ity

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

Ans: Economics

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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5 Professor Marshall, Economics is the study of all activiW

W adoptea for achieving more and more matcria'l w?lfare. are

. According to Professor Robbins, Economics is the study of human b'h‘ViOu; ,

(ii) 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 lt:'v significance is increasip da
day. A country which has strongest in its economy also acquires the strongest Position iy

. . ‘ n thi
world. The advantages, importance and significance of Economics in daily of practical Jife Qn‘hbl:

described as following. : : ' |
(i) Economics produces a balance in resources and their demand in a society, This bllanq
View of

Chap.3! Economics an
According ¢t

ll“‘

can help in the development of a society. The study of Economics gives a critica]
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 establishi, of
successful trade. ga

(iii) Man i earning more and more wealth because it helps him in satisfymg hi
want§. f Economics describessthe of eacnis hebisteit also deVeIo;
the sKills e of wealth corregtl

(iv) The study of Economics presents @ ¥ ' efhuman effon,
which ized successfully t@ i erous life,

(v) The s nomics is helpful ing ardness becayg,
of the application of its analytical me s and pradtical laws,

(vi)

their business, It is he the go pmic planning,
(viii) udy o 15ditelpful for i sithe consumers
how to distribute thefir limited : purcha dods to obraip

maximum satisfying.

On viewing the above points, it i$ dle % Economics is
very extensive. Its study describes all the p aKing ER ity. A nation can
only get stability after obtaining the correct knowledge 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

The problem which is related to the production, consumption, finance and satigfactiong
human wants by the available scarce means is called Economic Problem.

The Appearance of an Economic Problem

Human wants are unlimited, an infinite series of human wants remains continue Witl
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 one
feels the desire of clothing then starts to feel the desire of having good conveyance. When al
existing wants are satisfied than new wants starts to create in mind, so the series of wants remains
continue til! the last moment of life. So an economic problem arises because ‘of existence 0
unlimited human wants.

-

P PP P
' esources, th
ganl be done suc : -

(vii) e study of Economics is helpful fo ‘

i
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Ee Solution of Economic Problem

For the solution of an economic problem, it is necessary to adopt a certain line of ,acnon,
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

@) Natural resources like land, climate, minerals, forests etc.

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

(iii) Human mso:an eers, doctors, craftsmen and other skilled labour etc.
All the reso ve mentioned abe olel Or g

they are certainly less to their need

from the use of these . For example if ¢

both are existed then uld be used in sugh .
should determined acco nature of econom o that
the maximum satisfaction can be d from the a

The na
duty of an econo
conditions and re
considerati

and the prosperity in human lLfe is a :
Robbins suggested that the economic problems can b
order to choice of satisfaction step-wise through scafc
human wants are unlimited and the resources of

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.

Conelusion

We agree that Professor Robbins has suggest the best solution of economic problems. 2
we know that four factors are responsible for arising an economic problem which are following

() Human wants are unlimited (ii) Resources are [inﬂta—)

(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 various 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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Q.1
(1)
(2)
3)
(1)
(5)
(6)
(7)
)
©)
(10)

(11)
(12)

(13)
(14)
(15)

(16)

(17)

(18)

(19)

(20)

Iqra Economicg for Clas, X
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IMPORTANT MULTIPLE CHOICE ouzsnous (McQs)y
- —.‘N
Choose the correct answer for each of the following from the giy,
options. ‘n
He is called the father of Economics: ;
(a) Alfred Marshall(b) Robbins (c) Ricardo (d) Crowther
The part of wealth which is used for further production of wealth is:
(a) Capital (b) Uuhry (¢) Scarcity d T :
The thing which has the capacity to satisfy any human want is called: ransferabilicy
(a) Price, (b) Transferability (c) Scarcity (d) Uil
The ability of satisfying a want is called: oty
(a) Commodity (b) Value (c) Utility (d) None of these
In Economics, resources are:
(a) Scarce (b) Unlimited (c) Free

d) Avai
He is con he founder of Economics: @) Avaliabe
(a) J.s. ) Adam Smith (c) Alfred Marsh: Robbine
The fir nomics was writ :
ob

(a) Lionel ) Robert Malt

The Boo f Nation" is writteh
(a) J.S. (b) Adam Smith o, |
All ancie ons of the world : ' 1 to; Ser Robbins

(a) Sea (b) River

has been
@ g Fﬂ
c
Human Wants are: e

(a) Limnted
te Ban
(a) Liaquat Ali Khan

(c) Quaid-e-Azam

The kinds of human wants are:

(a) Two (b) Three E

On the basis of i importance, human wants are classnﬁed into:

(a) Twoclasses (b) Three classes (c) Fourclasses (d) Five classes
Economics has been classified as:

(a) Natural Science (b) Social Science

(c) Culeural Science (d) Religious Science

The name of the famous book of Professor Adam Smith on Economics is:

(a) Principles of Economics (b) Theories of Economics

(c) Wealth of Nation (d) Analysxs of Resources

The shortage or less availability of a-thing in economics is called:

(a) Price (b) Utility (c) Scarcity (d) Value
The famous book "Nature and Significance of Economics” has been written by:
(a) Professor Adam Smith (b) Professor Alfred Mars

(c) Professor Robbins (d) J.S.Mill

For satisfying these wants, the consumption of goods and services is necessary:
(a) Cultural Wants (b) Economic Wants

(c) Non-Economic Wants (d) Spiritual Wants

There is no need of the consumption of material goods, services and money:
(a) Luxurious Wants . (b) Necessities

(c) Non-Economic Wants (d) Wants for comforts

g
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@n
(22)
(PR)

(24)
(25)
(26)

Q@7)
(28)

(29)
(30)

(31)

(32)

(33)

(34)

@33)
(36)

37)

@38)

(39)

(40)

Sunshine, air, water, love of parents and spiritual peace all are included in:

(@) Comforts (b) Necessities (c) Luxuries (d) Non-Economic Wants
Food, clothing and shelter are included in:

(a) Necessities (b) Luxuries
These provide ease in life and also increase t

he efficiency of work:
() Services () Comforts (¢) Necessities (d) Luxuries
These wants are nelth

¢r essential for the completion of life nor they increase the
efficiency of work:
(a) Necessities  (b) Luxuries

A comprehensive definition of Economics ha
(@) Professor Adam Smith

(¢) Comforts (d) Pomp and Show

(c) Comforts (d) Non-economic wants
s been given by:

(b) Professor Marshall’
(©) J.S. Mill - (d) Professor Robbins
According to Adam Smith,

Economics is science of:

() Material Welfare (b) Scarcity and Choice

(c) Wealth

(d) Ethics
Adam Smith wrote first regular book on Economics in the year A.D.:
(@) 1576 676 () 1776 (d) 1876
Air and wate
() Non-m
(c) Economic goods
According to
(a) Wealth
(c) Scarcitylgn e

The basic economic problem of Pakistan is

(a) L

() §

Which

(a) Television (b) War
rding to Professor Mars

(@) J

() Scarcity
He called Economics as the "Gospel of Mamn
(a) Alfred Marshall (b) Robbins

The existing power of a thing through

oods and
services is called:

(@) Utility (d) Value (c) Scarcity (d) Price

When the value of certain good or service is expressed in terms of money it is called:

(@) Utility () Price

() Transferability (d) Wealth
Utility, Scarcity and Transferability are the factors which Create:

(a) Capital (b) Wealth (c) Price (d) Vvalue

He is considered as the father of modern Economics:

(a) Alfred Marshall (b) Professor Adam Smith

(c) Professor Robbins (d) Ruskin

Human wants are unlimited, resources are limited, wants are not equally important
means have alternative uses. These four factors when act together then it arises: >
(2) Economic activity (b) Economic struggle
(c) Economic problem (d) Economic well-being
Land, climate, mineral and forests are considered as:

(a) Economic goods ; (b) Natural resources
(¢) Artificial resources (d) Power resources

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

(a) Prol"zsor Adam Smith (b) Pl‘OfESSOI Marshall

(<) Professor Robbins (d) David Ricardo
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Chap.4: The Basic Concepts of Economics \
Chaprer 4

THE BASIC COMCEPTS

OF ECONOMICS

IMPORTANT SHORT QUESTIONS & ANSWERS

—
Q1  Define National Income. Write five sentences on Nationgl Incom,
~ (OR) What is meant by National Income? Explain. :

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

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

(i) ItisthJ ch is obtained fromealisthe-factors-of-productic Orm of reqt,
wages, mte profit from good

(iii) If the worth of goods and services is/d 0 it is called
as Natio . If the expenditute ;
is sub e National Prod

(iv) The aggrega or income, which

services by the nation’ nomy is cc as Nz Clg
(v)-- N aﬂ\'(s e economi igi ] ' )
re ance of the . 0 : : ati
C
ca me. Il I=
2 N What do you un nd § r e basic
comnecepis.avhich dve a i .

QD
Ans: Basie Concepis

Some fundamental terms are frequen have their
specific meaning in order to understand the sdbject matter of Econom ics, so th of all these
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
) 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. I®
is generally received after a certain period. For example a labourer works physically and regei
his payment in the evening for his labour. A clerk works in an office and receives his salar
end of the month. A craftsman shoemaker makes shoes and receives his whole amount at the end
of every week. Thus the determination of income is made with respect to a specific period or m:;
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.
(i) Personal Income
=" Tat Tncome

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

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

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
income. National Income is calculated on the basis of Gross National Product (GNP), which ref?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 g

oods 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. .

Q4  Define fi :

@) Savings (i)
Ans: (1] Savi
The part of ch remains un

Saving. Saving is taken as the difference between th

W Co ‘l
The p
human wants is ption. consumptiqp

is called ag Consumption of Wealth.
Rl In

The part of disposable income which
further wealth is called Investment. If the inves

is considered as real investment but if the additiog ¢

the expenditure are acquiring on acquiring old
investment.

QS5  What is meant by Consumption in Economics? Explain.
@ns: Consumption

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

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

" life. We eat food whenever we feel hunger, drink water on feeling thirst, we use tea or drinks

feeling the desire for them. All these human wants are satisfied by con®mption of certain thi e

In other words, it can be said that consumption means that part of goods and services wWhig :

directly used for the satisfaction of human wants. There is a close relation existed between
income and the consumption. If a person earns more income,

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

wants 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 many

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

Consumption. If
and services then

the
he will certainly spend more on
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" ]
Q.6 Define Saving and state the factors which are necessary for 'aﬁ-x

Define Saving and differentiate between "Power to Save" ang "Will tg
(]
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.
6] Power to Save (ii) Will to Save

(@) Power to Save

ily life is cajfeq g

The power which inclines a person towards savings is called as Power to Sa
upon the income and expenditure both. If income is more but the expenses are less
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
Rs. 2,00000 then hi can be determined by the following equation.
= Income — Exp
= 2,50,000 - 2,00)000

then the powﬁ

annual expenditureg are

= __ Savi = Rs. 50,000
(1) will

The p e of desire for saving ig calléd o ther factor which
promotes the habj i person keeps ab : e protection and
protection he will certgi oy save ng. B pérson does not
like to sav 2ving would not b i 2 m i is hands@me amount of
salary.

Ans: [n :

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

Kinds of Invesiment
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
person sets a factory or workshop, it is his real investment.
(iii) Private Investment -
The investment which is provided by private entrepreneurs on purchasing capi i asset
like machinery or in the construction of an office or godown etc. is called as Private Investm
(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

'Gross National Product )

Differentiate between Gross National Product (GNP) and Net

National Product (NNT).

Difference b/w Gross National Product and Net National
Z2TTCYENhee D/w Gross National Product and Net National

Product

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)

Net National Product (NNP)

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

2)

It is the review of the economy of a
country. It gives the information about the

efficiency of an economy.

()

It gives the information of the total
production of a country.

It is measurad by deducting the expenses

of dépreciation from Gross National
Product.

(3) Itis measured in the form of money. 3)
(4) It gives the m«: production|(
value in the fGrm of foreign exchange
received by forei and the services
of people in for ies.
(5) The calculation fof ‘ s is done for|(§)
avoiding double counting.
Q.9 Diff 'r Gross
D i&pp).
Ans: Difference b/w Gr H

(1)

@)

0 i Ona . 2

The total market value of final goods and
services produced in a country during one

year is called Gross National Product
(GNP).

Strect measurement of the

(s} a ds and
s. g
[
lyes surement of the
in ac =l
Gross
™ &
" o n =
omestie
e
afket v géods and
e uced within a

vear 1s called Gross
Domestic Product.

The remittances are included in Gross
National Product.

()

The remittances are excluded from Gross
Domestic Product (GDP).

@3)

It gives the measurement of total value of]

production of good and services during 2
year.

(3)

It shows the economic efficiency of a
country or nation.

@

It is computed as the sum of the total
market value of final goods and services
and all productive expenditures.

@

It is computed after the deduction of the

cost of production from the total mam
value of goods and services.

=

(5)

production and the services are include

Agricultural production, industria;‘
in Gross National Product.

(5)

It is the first measurement-of nati T2l
income which equals to the sum of the
values of all factors of production.

T,

-

£

T
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Domestic Product (GDP).

Product

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

E

Igqra Economics Jor 1 X

between Net National Product (NNP) and Gro;
s

Difference b/w Net Nationa' Producet and Gross °°'ﬂe:n
e —— ‘_~\°

Gross Domestic Product (GDp)
The total market value of final g
services which are produced with;, ,

country during one year is called g,
Domestic Product (GDP). ¥if

It is computed after the deduction of 1y

(2) It is computed of the deduction|(2)
depreciation allowances and replacement cost of production from the total m
charges of capital goods from Gross value of goods and services. s
National Product. .
(3) It gives the correct computation of the|(3) It shows the economic efficiency of 3
market ction. country. y ohﬂ
(4) Itis the ment of the natiopall(4 i Grs surement o :
income [l nce e fiationalj
(5) Itis also considered as national incom how
ket pm I i E F El' alues of ||
EEEEEE § B
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IMPORTANT DETAILED TYPE QUESTIONS AND ANSWERS
Q.1 ?:cf::e.NaﬁOMl Income and stqte the various concepts of National

Ans: National Income

The total income which is ¢

. sent by the natio
Product. The depreciagi 4 :es, repi-:sl:sem
cost of the capital included j
industrial producti i
Product.
(ii)

¢ 1
depreciation or depreeiatian %

‘Hlowances of capit:
is rep nted by

excluded from Gross Domestic Product. In other words the Domestic 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 w _
National Income depends. Also state the significance a wd
importance of the measurement of National Income. ~—7 |Gy

lns: National Income

The total income which is received by all the factors of production land, labour,
and organization as the remunerations for their production of all the final goods and servi
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.

capital
ces in a
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e — Jor clq,,
) Natural Resources (i) Amﬁc:lal Resources N
(iii) Human Resources (iv) Capital Goods
) Technical know-how (vi) Desire for Developmen;
(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&'.cﬁbed

) National Income shows the economic conditions of a country. Its measuremen; },
increase per capita income by adopting various economic policies for the developmd to

(ii) The facts and figures obtained from the measurement of National Income dntnnie:t'
rate of economic progress in a country. ¢ the

(iii) The measurement of National Income is proved to be very beneficial fo, maki
economic analysis of the existed economic problems. ‘hﬂz

(iv) The measurement of National Income provides great help in framing out neyw Cono:
policies. It is helpful in making budget, industrial, agricultural and labour policies Domj

. W) The facts and figures obtained from the measurement of National Income have I‘.l.m basi

im in gconomic planning.

(vi) m e and its measurement gives information to the ¢ ¢

tment. Thus it he
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IMPORTANT MuLTIPLE CHOICE QUESTIONS (MCQs)
Q.1 Choose the correct a

4 nswer for each of the ollowing from the given
options. Y f f g f g
m It is not included in Net National Product (NNP):
ﬁ:; Wages igtion ANl (1) Investment
owance
) Net National Product (NNP) is equal to: (d) Agricultural Product

(a) Gross National Prod

¢ €t + Depreciation Allowances
Eb)) Qp ross :Jlalnoml Product — Depreciation Allowances
c ersonal Income - Taxes "y
(3) National Income does not include: e —
(a) Profit and Rent
() Wages and Salaries Nl oL

(d) Transfer Payments
(4) The income which indicates the livin :
(@ Porsonn] o B standard of the people of a country is called:

; (b) Per Capita Income
() Dn.v:po al Income (d) Net National Income
(5) Per Capit al to:
(a) Nati | Population , N o ian
(€) Nadonal Income x Population g ' ‘
(6) Land, labo d organization
(a) Cost on
() F

) A set of terms with their specific mean

S KEBREH

(<)
(8) The Pay¥nfent which is

: our o , is called:
(a) Investment ®) u ONSUMmMptic o
bus i
(2) Personal Income
(c) Nadonal Income
(10) The market value of total final goods
(a) Land Production
(c) National Production
(1) | If the repairing cost and depreciation of

value of all goods and services then the
(a) Personal Income

. Consumption
(d) Instantaneous Production

machines is deducted from the total market
remaining amount of money is called:

(b) Company Income
(c) Profit (d) Nati I
(12) The total market value of all final goods and services produced in a country during a
certain is called:
(a) M::k:"t 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 in}
factor of production is called: ®) , ~=
i Product Gross Domestic Product
g:; ;gtﬂulmnl.m“ Product (d) Industrial Product
(14) '(I‘hepaynentmthe(l;l;ournplnnhhundcz)h ?nltl:::u 85 Mok
a) Profit Wages

; this action in Economics is called:
e ‘(':)c u:mnyw ¥ m(ib??mrrodmmlon" () Consumption (d) Savings
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(16) The part of income which remains unused after meetin i
. g and expenditures i Nodg ——
(a) (.:apltal (b) Savings () Wealth (d) Im:l:tcalled;
(17) The difference between Income and expenditure is called as:
(b) Income (c) Utility (d) Investment
(d) Exchange

(a) Wealth
(18) Consumption has a close relation with:
(b) Utility (¢) Value
de on the basis of:
in Period (d)  Physical Powe,

(a) Income
(19) The determination of income is ma

(a) Price . (b) Efficiency (c) ACertain
(20) The employment of money in such activities which give an opportunity of getting in

is called: R

(a) Trade (b) Business (c) Investment (d) Utility

The repairing and depreciation expenses of capital goods like machines and tools ar

) Variable Cost
ciation Allowances

@n
called:
' (d) Depre
i gecting further production of

(a) Cost of Production
(c) Productive Expenses
(22) If a person purchases a N
:s action is called:
n (b) Satisfaction (c) Investment
upon two factors which are power to save and:
' Vil 3 will to spend

weal
(a)
(23) Savi po
) Power tojWoL

Power to earm ®

(@)
(24) The e overseas worker
(a) nal Product
(0) come
estic Product consists

(25) Gross Dom

(d) Savings
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IMPORTANT SHORT QUESTIONS & ANSWERS

Q.1 Define the following terms:

® Demand (i1) 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
at quantity of a commodity that a person is willing to buy at a

to satisfy it is called as
given price is called as
willing to buy at a giv: ice 1

mand. The total guant : dity are
as Market Deman

) Demand
A list which us quantities of
different prices in the mark ed Demand Sche

demand for a commodity at its different prices.

(i) Dema l l l
A grap o of & demand sche
the trend of dem in rela Thianges in prices of
demand schegdule.
Q.2 Disti i
s Difference b/w Demand and D
: DEMAND

Demand is a result of inner feelings of a nneE 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.
(iv) Power to purchase and will to purchase|(iv) Power to purchase and will to purchase
both are necessary to fulfill 2 demand. both are not necessary for creating a
desire. It ii{ﬂm
(V) A certain period is required to determine aj(v) No specific period is required to determing - _':%"g
demand. a desire. ML

Q.3  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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Chap.5: Demand : - :
power fo Purchase \

“) The desire or wish for anything cannot be called demand m EconOmi-cs unless powe
urchase present with it. For example most of t.l_le people have a desuF of k.eepmg a car o Ty
gut they have no money for buying them, so their desire come not tru€ but if they hay, pu:;'rq
wer then their desire becomes a demand. ln;

(il) Will to Purchase .

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

(iii) 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 Purchasip f
commodity. For example if a person has a desire of buying mangoes but he does JLa
market price of mangoes, so he cannot be able to show the quantity of pur
necessary for b knows well about the market price of commodity.

Q4 St of Demand.
Ans: Th of Demand
Ala i lains a relation be
Law of Deman H
\f ings remaining the
commodity rises, its demand

o5 BAGRE Lione o d.

(ii) _
(iii) There is no change in the likeness of
(iv) The probability of rising the price of 2
) There is no change in the populationofs

chasmg, So jt is
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_IMPORTANT DETAILED TYPE QUESTIONS AND ANSWERS

Q1  Define the Law of Demand and Lain-dtwith the heln of o
scheduled and cure, D W i e A e help of

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

A law which expresses the relation between the i i
its price is known as "The Law of Demand", R i i e

Statement ‘)

"Other things remainin
demand contracts but when the P

Explanation

The phras_e used in Fhe words of the Law of Demand assumes that the quantity
demfmded of a certain anges because the rise and fall its price but the condition is
applicable that the oth ain the same. It o he o charge in the Nkeness taste
and fashion of the con . 1 : ,

Is alsé no change
also appear in the population. For example if a

pars
smoking then there wo crease in the dem
of cigarettes, Similarly i
in its quantity demanded e

the help of schedule and curve.
Schedule fo

g the same, when the price of a

: particular commodity rises, it
rice falls, the demand rises."

: 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 description that the quantity
demanded is decreasing with the increase in the price, thus demand is the function of price and the
quantity demanded is inversely proportional to the price of a certain commodity. ;

The Curve for the Law of Pemand U =

The Demand Curve is a turve which represents the change in the quantity demand

k2

(e

with respect to the change in price. Two lines are drawn for the. representatiop of a demand curve.
On the horizontal line OX, the quantity demanded is shown while on the vertical line 0\.’ the price
of that commodity is shown. Different ponts on both lines OX and OY show the change in demand
" mspe:::;:r:lhi:gc ttl:n rf\: gf::ﬁd Curve DD, the price of the co'mmOdltY hJS been shown on line
OY while quantity demanded which has been shown on line OX, 'A’, ‘B, 'C', 'D, *md__E ffe;‘“s;“m
points which show the relation between the price and the quantity demanded. This sket P
that on the points OA, the price of the commodity is Rs 20 per 1‘% while the quantity demanded is

L)
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3kg, on the points OB, the price is Rs. 16 per kg and the quantity demanded is 4kg, W
the price is Rs. 14 and the quantity demanded is 6kg. On points OD the price is R 12 vl

quantity demanded is 7 kg while on the points OE, the price per kg is Rs. 10 while the 20d (e |
demanded is 8 kg and the price is Rs. 10. This curve DD' s called the Demand Curve. The gmm’
Curve falls upward to the downwards and also moves from leftwards to the rightwarq and
demand curve shows tge trend of decreasing the price with the increase in the quantity dem > The
4
y-axis| =D

Q.2 Descn
ans

Some conditions are necessary to b d i of the Law

of Demand. These conditions are called as the 7 emand. 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.

(i) The Income of the Consumers Must not 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 copsuz
also increases, the quantity demanded will not decrease. ‘ g
(iii) The Taste of the Consumers Must not Change
The quantity demanded also depends upon the taste or dislike. In this situation if T
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 q“'“‘:ﬁ:
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.

I
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i

—— change in Population ,

(v) The change in the structure and composition of the population also produces its effects
he quantity demanded. For example, if the population of a certain area is in‘creased then t:e

oft & ity demanded in that area will also be increased inspite of owing high price. Thus' for the

a:::mq- of the law of demand, it is a condition that there is no change in the population of a

certain area.

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

ans: 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 odities has becomé ot ofd: ra5€5.
(iiiy Changes in Season

Some commoedi ed by the consumegr E I
season their demand als . For example thejdémangd
Fopul

the summer season.
(iv) 1

increases then th ereain commodity
population of certain area decreases then the demank

also decr
(v) Cha .
The quantity demanded depends upon the inc m

consumers increases then the quantity of demand alsc

ISCS

increases.




(1)
(2)
(3)
(4)
(5)
(6)

(7)
(8)

. ©)
! (10)
(11)

(12
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IMPORTANT MULTIPLE CHOICE QUESTIONS (Mcm R

Ty -

3)
Mt VO -
Choose the correct answer for each of the Sollowing Srom ¢, gly
options: %
The increase in the income of the consumer, causes an increase in;

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

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

(a) Contracts (b) Diminishes (c) Increases (d) Decreages
When the price of commodity rises, it demand:

(a) Expands (b) Contracts (c) Ends (d) Decr
Demand is a function of: Trode
(2) Income () Price (c) Money (d) Al of thege

The Demand Curve usually slopes from:

(@) Left to right (b) Right to left

(c) Right to left upward (d) Leftto right downward
D .

ema a:
T &m o aetive g A f'3Pntal Slope
The shows the functio nship.betwee :

(a) Quantity supplied

() I
When nﬂry of a good rises d
(a) E (b) Increases

The condition for Demand are:

Price 5 called:
lt Three E ) °F
B;RE Power to p < Present ‘ Of desire then it g
: EEN

(a) Utility (b)

@) Straight line (b) Line segme ) nswmption curye

n wish
The curve which sh i mﬁw_ i ﬁ mp th respect to:
i i ed: ‘m ]
- Demand "
_ ldam salllan
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SUPPLY
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Q.1 Define the following terms:

(i) Supply . (i)  Stock
(i) Supply Schedule (iv) Supply Curve
Ans:(l] Supply

The quantity mber of certain things which is offered for sale at a given
price, at a cercain place ldnlvnlpcriod of time is calle 500kg of sugar
Is brought to the marke Rs. 65 per kg ) 5

Economics.

m Stock
The total quant modity which is

price in a specific period of time is called as "Stock".

Su
A list tha l\.lntities of a
market at different

plysSchedule",

(iv)] Supply Curve
The di tic re i
supply with respect to price is called as Supply Curve.

Q2  Write the differences between Stoc
Ans: Difference b/w Stock and Supply

SUPPLY

The total quantity of a commodity which|(1) The part of the stock which is offered for
is available in the market for sale is called sale in the market is called Supply.
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 decreas:. 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.

Example: 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 Supp}y |,

is stated as following.
he same, if the price of a certain

"Other things remaining t '
commodity increases its supply expands, and if the price decreases,

it supply contracts."
State the assumptions of the Law of Supply.

Q.4
Ans: The Assumptions of the Law of Su
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.
W) The price bstitute goods do not change.
Q.5  Descr tors which ane-responsible-for-tie-cRdnge in supply,

Describe the causes of chang 1Pt i' X bors affects

the qua supply. ﬂ n
aAns: : ; \qE

- ducing 12k of Supply can be
described as fgil .

The supply o - L ati i period of its
produ therefore time factor ha Qrta or the )\ odity can be
produced wi ‘ means of its
instant production. On the other and some g« e g ui ‘ me for their

ar abou affod] be produced

production, so such goods cannot be supplied
instantly similarly grains cannot be producedir
commodities is also affected by the change in prigg
(2) The Changes in Cost of Production
The change in the prices of the factors of prod

production. When the cost of production of a certain commocity rise while
on the previous level, then the supply will be decreased because of the profit of the produ

decrease on increasing the cost of production. Consequently the collective supply will
decrease more and it may be that a few producers will stop their production.

uction brings changes in the cost of
its selling price remains
ction will
tend to
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“IMPORTANT DETAILED TYpE QUESTIONS AND ANSWERS

.

Q.1 Distinguish between Stock and Supply.
Ans: Stock and Su

The total quantity of a tommodity w
riod of time is called as Stock. While supply
f;c market on a certain price. For example if

hich is available for sale in the market in a specific
is that part of the stock which is offered for sal'e in
8000 kg of sugar is available with the sellers in a

¢ profit of the suppliers is increased on
the higher prices and they { supply in order the gain more profit. On the other hand.
when price fall, the Pmﬁ&mmﬁers is also de - -re: T
supply for sale in order to ir loss.

Q2  State the Law of Su ly and explai
and Curve, E
Ans: The Law of

A reladon which describes the quantity of su

i W of
Supply. This law state ll =
"Oth n e same, when 1
-
com Ses and its supply also exte 2
n

alls, its supply contracts.”
Explanation

charge in supply is responded to change of its price. If the p
when the price decreases, the supply also decreases. Thus th
price. Because of such relationship, the supply curve,
to right in upward directrion '
Exechange

A supply schedule represents the various prices of a
uaatities of supply offered for sale in the market.

Price per kg (in rupees)

Ce nises th DD SO.increas nd
€ supply 1s directly proportional to the
contrary to the demand curve moves from left

particular commodity with its
various g

The Quantity of Supply
Rs. 20 100 kg
- Rs. 25 150 kg
=X : Rs. 30 : 200 kg
o Rs. 35 300 kg
— 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

S0kg at the price R, 25 per kg, 200kg at the price Rs. 30, 300kg at the price Rs. 35 per kg, Whea
he price becomes Rs. 40 per kg then the quantity of supply becomes 350kg.
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o,
Supply Curve T

When various quantities of supply offered for sale in the market at differep,
shown with the help of a diagram then it is called as Supply Curve. Two lines are dpfitn !
obtaining a supply curve. The price is shown on vertical line while the quantities of sr n fy,
shown on a horizontal line. UPPly 4

Y 4 .
y-axis S

T AL S S S

L

- s EsSSTers e -

I3g) dvug

.-}

In this graphical sk pric 3 i e t.hu ntity of supply s
i per .g then the quantity
cg is Rs. 25 per kg

therefore the quantity supplied is increas Rs. 30 per kg and
the quantity supplied is 200kg. On the quantity supplied is
300kg. On the line OE, the price is Rs, 40 iffcreased as 350kg,

OS is the supply curve which represents the quddes supplied on different pces.
Q.3 State the assumptions of the Law of Supply.

Ans: The Assumptions of the Law of $u

There are certain conditions to be necessary in order to prove the accuracy of the lawof |
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 in-t}
production. When the cost of production of a commodity increases there will be in faid
price for sale in the market. In this condition when the price has already been increaséd
necessary that the quantity supplied is also increased. Thus the increase in the price fo
market will not be more attractive for the producers because of increasing the cost of pro
So, it may be possible that there will be no increase in the quantity supplied.

(ii) No Change in the Techniques of Production o
Sometimes when new techniques are introduced for the production of a cummoi‘;] ;Y“
the cost of production are decreased. In this condition the quantity supplied may be




. change in Iqra Economics for Class X
wibost making any change in the prics wHG

thie law it is necessary that there is no change in th:?“hn;q“e:‘:fm“ :;io!':'o for the accuracy of
(i) Ne Change in the ;

Raw material has {ts basic im rtance §
sumilarly different kinds of tools ang m“hl’;“ al: " the production of a certain commodity.

: ir
the cost of production. So, when the prices of rymy pay role in order to produce a change in

and machines are increased then the
price for the sale of'snch items is also increased. I this
of increasing the prices. condition, more profit is not gained inspite




o

Chap.6: Supply 56 Iqra E"Oﬂomic.h’ a
W — HEI, T S S R
IMPORTANT MULTIPLE CHOICE QUESTIONS (McQ,)

L ] * -s - \ -t e oo *‘\
Q.1 Choose the correct answer for each of the following from th,

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 (c) Decreases (d) Diminisheg
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) Increase in utility (b) Increase in price

(¢) In k (d) Increase in cost of production
(6) The he supply of a ceg ity is : :

(a) Increa ce

(¢) In tock
Q) The to of goods available i

(a) D (b) Value nly
(8) Supply curve usually slopes from: -

( i

AR
) i f a certain cgmmOdity”
' (a) Labour (b) sport h
(10) e quantity of goods offe ?

I

(11) Some of the-producers may stop théirproducti :

(a) Profit (b) Demand i i 3 ( ost of Production |
(12) The Law of Supply is just opposite to £k |

(a) Law of Demand

(c) Law of Return
(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

(d) Law of Stock

(14) An increase in the quantity supplied gives the producers: .
(a) More profit (b) More utility (c) Lessprofit  (d) Lessudlity :

(15) Supply schedule and supply curve both show the relationship between:
(a) Demand and Price (b) Value and Utility ;
(c) Supply and Price _ (d) Stock and Supply
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a;;pren 7
THE DETERMINATION OF PRICE

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

(@) Commodity - (ii) Price
(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 commogdii mmodities have certain demand and supply in the market.
(i) Price u.
The amoufit o or which somethin )

gi5"501d] boight.or Bffer@ dS"CAIEH as Price. In
Economics, the value of a commodity or a servic hI': sed in'terths . , it is called
Price. - . l.
(i) Equilib ce S i 'I -

The price at which the quantity dema hellguan pplied is
called as Equi i ic 8 balanced
or tend to be i \ i L4 ¥
Q.2  Describe un | and Supply at is

the ’ - a 1 . . . il .
Demand and supply are the two such fg DOSite i egarding to
price. When the price rises of a certain comm | alls but the
quantity supplied goes up on the other hand whe increases
but its quantity supplied is decreased. The quantify supplied is 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 theg 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 e[=
equal is called as Equilibrium of demand and supply.
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s e ILED TYPE QUESTIONS AND AN%

" IMPORTANT DETA

— ] [librium Price.

.1  Define Equilibrium Frice.
x Describe the deteymination of
durable goods in market.

Ans: Equilibrium Price
The price at which the quantity deman

How an Equilibrium Price determ;’ned?
the Price of Perishable goods 45,

ded becomes equal to the quantity of suppljeq Is

called as Equilibrium Price. — Price
on of Equilibrium ¥r

The De;:::::r;::; price is determined by the interaction ?f the forces of}'l demand and supply
related to concerned goods. These two forces are the function of ?rlcei t ough.thcy behaye
differently with the demand and the supply of goods. When the price nts;s. ts quantity demandeq
increases but its quantity supplied decreases. On the other har_ld. when the ?nc; rises, its quantity
demanded falls but the quantity supplied is increased. Following a change in the price, these two

djust each other. Ultimately at a certain price, they become

forces move into opposite direction to a h oil .
is price is taken as Equilibrium Price.

equal to each other a s
The Determin e Price of Perishable
In case pe like milk, vegetable e SUPPIyIS-Kept limited by
the available quantity in a day or so. The whole g tWay in a limited
period at whatever tiEn ay be received ir force play its
significant role in the ion of price.
The Determination of the Price of Dus: |
remains corjs matkeipperiod. elincreased or
urs tend to

||
ess

decreased. ThcuMMﬂ:r;!scd when the'pnice hus .
withhold these g aThus demand i the/dgtermination
of the pri at o 3 , '
Q2 H es are dete int i nswer with
the help of a schedule and a dic m #'_
n
b "

The market period consists of a day or mipre or iod equal a
the price which is determined by the equilibrium of demand
The Determination of Price in a Marke#

Demand and supply are two forces which act in opposite direction in accordance with the
there.f'ore the supply is usually kept fixed. The demand produces more effect in the determination
of price during market period. When the demand of a commodity increases then its price is also
'd.etcrmincfi in the market period is a temporary price which often receives changes. Thus tk & i
in market is determined by the equilibrium of demand and supply. ' ~— 7 [k

_ A list 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
Price per kg(In rupees) Quantity Demanded(in kg) Quantity Supplied (in kg)

Rs. 20 500 kg 200 kg

The s
Ans: Market Price
Market Price.
change in price. It is not possible to make an effective change in supply during the market period
increased and if the demand decreases, then the price is also decreased. Thus the price
The Schedule for the Equilibrium of Demand and Su
supply. A schedule showing these relationship can be shown as followin g. '

Rs. 30 450 kg 250 kg
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[ Bl 2 s "‘Ms =
il 350 kg : 350 kg
460 400 kg
450 kg
500 kg

€ quantity supplied is increased. Og
supplied decreases but the quantity
no equilibrium established between
ded and the quantity supplied both

200 250 300 350 400 450 o5 %

X-axis
Quantity Demanded and Quantity Supplied (in kg) ——ou—\,
A diagram is sketched in order to show the determi

i i d is equal'zosic
at which the demangd curve intersects the supply curve. It means the quantity demande o
the quantity supplied. SS' and DD’ both represent the supply curve and the den&tld/g;‘ oYL
Tespectively. Thus the point 'E' is the equilibrium point of the demand and supply. The price whié
has been mentioned at this point is Rs. 50 per kg and it is called as the Equilibrium Price.
If the price expands than the equilibrium price then the quantity supplied will incr:lase
but the quantity demanded will be decreased. Similarly if the price gets decreased as compare d l:
of the equilibrium rice then the quantity demanded will increase while the quantity supplie
' decre?lsed In bolt)h cases, the equilibrium of the demand and supply is dismbtlued, so d:'ie;;
Prices will noe la.st'!onger; hou'rever the equilibrium price will l.‘emai::l stable fo:tathjn:;ng:i:ce pe
the quantity demanded 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, s
options: Eiven
(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 uantity supplied
(c) Quantity demanded is less than quantity supplied
’d) None of these
3) The equilibrium price is determined by: '
(a) Demand only 7 (b) Supply only
(c) Interaction of demand and supply {d) Stock
4) Market period consists of:
(a) F (b) Few months (¢) Ayear (d) 10 years
(5) The equili “.he demand and supply help in the determination of:
(a) (b) Utility
(6) The point at which the quantity demande j supplied is
called: i
(a) Safz& int
(c) Equili iiﬂt
(7) Demand and supply are two forces whi

( r
(c her
(8) Pric# causes to in

(a) Value (b) |
9) Wto infere
(a Usility

(10) The entrepreneurs gain less profit in
(a) The quantity supplied increases
(c) The quantity demanded decreaseés

(11) When the purchasing power of the b i S Onilaonans
(b) The quantity supplied

(a) The quantity demanded
(c) The Value (d) Utility
When the purchasing power of the buyers expands, it causes to increase:

(12)
(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:

(a) The equilibrium between stock and supply

(b) The equilibrium income and savings

(¢) The equilibrium between demand and suppl

(d) The equilibrium between value and utility

(15) 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) Equilibrium price exist iny market
ect each other at:

(16) Demand Curve and Supply Curve both inters
(a) Centre (b) Origin (c) Equilibrium Point (d) X-axis
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(18)

(19)

(20)
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1t provides the same satisfaction to both the consumers and the sellers:
(a) Higher Pr ice (b) Concentration Price
(c) Market Price (d) Equilibrium Price
At which price of commodities the quantity demanded equals to the quantity supplied:
(a) Market Price (b) Good Price

() Deducted Price (d) Equilibrium Price

The concept of Equilibrium in the determination of price is related to:
(a) The equilibrium of stock and supply :

(b) The equilibrium of stock and demand

(c) The equilibrium of demand and supply

(d) The equilibrium of market value and real value

This price of commodities is also known as long-run price:

(a) Attractive I.’rice (b) Equilibrium Price
(c) Normal Price (d) Variable Price

JOIN
FOR
MORE!!!

e P A e = P A b
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Chapter 8
PRODUCTION AND DISTRIBUTION

OF WEALTH

ratangg,

IMPORTANT SHORT QUESTIONS & ANSWERS

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

aAns:(i) Produeﬂl‘H“ealfh or Production
All the hu vhich create additiomal=ue: and additi
—
i

ge value in

goods or services as called as Production or ProductigirofWealcl
2 o be used

B
Q) It refers to efforts which res matlwq an s
for satisfactLilf L g m '1('
(ii) Production i$'n eation of mattef be aﬂ! Mo eliminate
matter. The material goods are produce i anleffOrts on matter

which i 11;' ' B
(iii) In the tion man simpl Q is\mental or
physical efforts. Jols™and services man efforts

mand a price and are us

Q.2 Def1 ross:
@) Production
i i : "l "l "l
(i11) Consumption Il e  sullla"1"N0"

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.

(ii) 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; =

(iii] Consumption
All those human activities which are directly related to immediate satisfaction of Wi

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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Q.3  Define the following terms; :

(i) Capitql i
Ans:(i] Capital & Rent (i11) Wage

The part of weap, which i
It has central position among 3]
without capital. The teryy
jtems as buildings, factories
goods in stock. Thus capital

(i1 Rent

is recejveq by the piece of land as
Rent are the two kinds
g charges of durable goods like h

to the Temuneration of land.

called as Rent. Net Ren and Grogg
‘Rent' is used as the hirin
In Economiics it is related

factor of production is
of Rent. In ordinary language the term
Ouse rent, the rent of shop, taxi etc, but

All sorts of Payments which are made for the servi
mencally or physically are called ag Wage. 1t is actua

of production. It includ ries and commiss
Q4 Define thJ terms:

]
G)  Profit (ii) ; |.| E
Ans:(i) Profis uR ng.
The remuney ti ch is received by a

ces of labour, whether it is done

lly the femuneration of Jaboyr being the factor
ions,

ies and
responsibilities of Organizing the factors of product tieft with
an entrepreneur a 2 'y':ents to all f 1 =
(i) Inter H s m

The re ation 'w IC# E ai the d; 8, t fgproduiction is
called as Ingerest. It is the price or rewa ich alb t nder or
creditor for t of loaned credit. It is geg XpOis¢ e -
(]  Entrepreneur n AR

A person who starts a business with His
determines the scale of production by taking finadcial risks js
Person who collects all the factors of production, coorc

: P**n tal and

e is the
nates them, supervises the process,

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

i lon are called "The Factors of

factors which are necessary for the product
Produrtio:t“‘lt‘}l:::: faacio(;s play an important role in the process of prodlt;ctl?n. Their collection
makes a way which goes to the production, The factors of production are follow ng.

- .I'-'ng:nr_c-iqi'nafy language, land means simply the surface of the earth but in Feonom e

: th and a
besides the s rface of the earth, all mineral resources hidden undc‘; theLl:zlfacc of the earth a
u ’ a .
those which are found in the atmosphere are collectively considered as

(i)  Lebour

re lces

All physica efforts he production of goods or sery

physical and menta made by humans for t leve

ich are u”llt:lcrtalkcnI in the ext plec ation of reward are called Labour. It {s tlllellelC:m(ll lmp:"|:|
ro pro uction. ccor

bour.
assified ;5 physical labour, mental labour and skilled labo
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(i) Capital
which 1s used for the further production of wealth Is cajjeq
1

The part of wealth
It is the third and important factor of production. The production is not possible wj Capiyy
roduction. The term capltal s used for all m'"'m::' Capity)
m

therefore it has a central position in p
of production on conslsting of items such as buildings, factories, tools, machinery, equipme ™
Nty ing

inventories in stock.

(iv) Organization
The factors of production which brings together all other three factors le, lanq |
13

and capital and makes the production possible is called Organization. The person who majy, .
" the

organization possible is considered as Organizer or Entrepreneur.

Q.6 Who is an Organizer? Mention some responsibilities of an orgapiy,
r

in the production of wealth.

Ans: Organizer
A person who organizes the three factors of production land, labour and capits|
lled as an Organizer. He is rightly called as the mam‘e:n:,

makes the pro ible is ca
director. u
Responsi -

Some nsibilities of an organize
(i) An o ks after the techli

produgti
(ii) He is an expért of utilizing the
(iii)

i ity and standard.
eI l;aintaining
(iv) S sible in fu
00 er the probfedis related to k na-l of final goods,
quantity and standard ‘ =
) anizer is i i : igehisEC i tHa the production
in proper way in order t chieve thepbasicge :
‘ * mportant
s 0 u 1 u r

Q.7 Who is an Entrepren
responsibilities of an Entre

Ans: Entrepreneur

A person who not only organizes the factors of productio
and determines the scale of production is called as Entrepreneur.

Responsibilities of Entreprenéur
Some important responsibilities of entrepreneur are following. -
6)) An entrepreneur not only organizes the factors of production but it is his responsibility

to provide the capital from his own funds.
(ii) It is the responsibility of an entrepreneur to determine the scale of producﬁon on

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 0

and bears the loss also alone.

(v) He acts as a chief advisor,
organizer in order to achieve

pecific field of

production with

raduction,
the functions to

n but also provides the capital

so he can hire the services of 2 manager dire
his objectives of production.
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8'- write the points of difference between an Organizer and a
¢ Entreprencur.
Anst pifference between Organizer and Entrepreneur

ORGANIZER ENTREPRENEUR

0 A person who organizes the three factors|/(1) A person who not only coli=cts the .“' to
of production and makes the production of production but al<o provides hiv 0wl
possible in proper way is called Organizer. capital for the productio 10 € !
Entrepreneur. —_—

Wygmizer 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,

ET_‘T“ 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.

(@ The investment of capital from personali(4) The investment of capital from personal

funds is not nece organizer.

funds is necessary for an entrepreneur.

frn—

The responsibiligi organizer are

5

W limited because he is not a risk-bearer. .
Q.9 Define Rcfﬂ“ute its two ki
Ans: Rent

The remuneration of land as a factor o

payment which i “RE'C": landlord fa
EEE

Kinds of Re

here are two kinds of rent w e foll¢
ﬁ) enf
The amoun paid as ¢fie remun

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

The rotal amount which is paid as the remuner: e nse along the use
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

I

a ffactor of

The amount of money which is paid only
for the use of land for agricultural or
commercial purpose is called Net Rent.

GROSS RENT

The total amount of money which is paid
besides the net rent for the use of other
facilities is called as Gross Rent.

It is the remuneration for the land which
is paid purely for its characteristics in the
process of production.

@)

(2)

It is the additional remuneration besidigsfs.
the net rent for the use of additignaHzn |l

facilites.

(3) It is only the remuneration of the use o
land and it has no relation with the other

factors of production.

3)

It is the additional remuneration besides
the net rent because it contains interesrt,
wages and profit also.

(1)

Net rent is just a payment which is done
only for the use of land.

(4)

Gross net is the sum of payments and its
components are net rent, interest, wages
and profit.
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e expressed by

5) Net rent can b
Wing equation.
et for the use of land

Net Rent = Payment
ords of Professor Benham.

Q.11 Define Wage in the w
a factor of production, as a labourer plays 5 Fole

Ans: Wage
o eirpai ffici So, the amount of mon h
cal or physical efficiency. 96, ey which s r.r
s i e Professor Benham states: 1S paid 3 the

ur is called as Wage. ;
the remuneration of the physical or mental labour which
er under a settled contract."

r to a work
(Professor Benham)

production through
remuneration of labo
"Wage is
is paid by the entreprencu

Q.12 Define Profit and describe its kinds.

Ans: Profit s : .
The remuneration of an entrepreneur which is obtained .after taking the business rigy,

! ward of an entrepreneur for his services. The total amount wh; c.h'h

ntity of production, if the co“o“f

called as Profit. Jf i C
received by a ur after the sale of certain qua
production is d it then the resid moun -alled as Profit.
Kinds of Profit - I
There ds of profit whicha D in l.
(i) Net ap
The remuneration of an entrepren urflﬂ.
esponsibilit m losskin’ Biisiness is called Ne;
osts and implicit

work and t
Profit. It is i i'obtained :
costs from of sale of certain

t
(ii Gross Profif

hose factors of
pfit is called as

prene

production which are under the owhership o
Gross Profit. Gross.Profit contains the co
management, accidental profit and the interes

Q.13 Difference between Net Profit-ana
Difference b/w Net Profit and Gross Profit

; NET 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

ans:

It is calculated by the deduction of costs[(2) It is calculated by the additiop-¢
payments like interest, rent,

from the total amount of money received
by the sale of production. accidental profit and monopoly proatiie
- net profit.
(3) It is the sum of additional pa}'meﬂfsi
besides the net profit.
(@) It is the additional profit of the

—

()

(3) It is pure remuneration for the
entrepreneur for bearing business risks.

(4) ‘It is the real profit of the entrepreneur.
entrepreneur.
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oz is belonged to the services and|(5) It contains the components like rent c:lf
Q) “qp;,nsibilitics of the entrepreneur, land, wages, interest for capital, accident
g profit and monopoly: profit besides net
profit, 4
o4 Define Land and write down its important-characteristics.
Ans! Land '

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

«des the surface of the earth, all mineral resources, natural resources hidden under the surface
b;‘tlht earth, water resources covering the surface of the earth and all those which are found in the
0

osphere are collectively considered as Land. Thus, in Economics, Land tearis all free gifts of
afurc in the original form in which they exist,
n

fhe characteristies of Land
Important characteristics of Land are following.
(i) [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. Huﬁli ams, bridges, cities and towns on it but he has neither

weated nor produced it.

(i) Limited Pro -

Land has limited productivity. Inspite of using ?' f 1abg Adficapitalinlimited
goods cannot be produced mmculu piece of Iz had'been pdssible y one

piece of land or only one re could have prodic ont of the
world.
(i) Fixed i

The quanti
On the other hand o mofi production’1

increased or decreased according to their requi nts.
(iv) lmlie e 3
Land is immova t of production. It ca

always remains fixed to its location. In geographical senge [I:
(v Differs in Fertility

All the regions of the land in the world po s differen 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.

QI5  Define Labour and state some important characteristics of Labour.
&ns: Labour

In Economics, all human efforts which are done mentally, physically or skillfully only for
Biining a materialistic reward is called Labour. Labour is done for achieving materialistic

‘antages or remuneration. The efforts which are done only for obtaining recreation or
tterainment are not classified as laboar.

The

Ihe Characteristies of Labour
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
Certain

e day, his labour for that day is lost. It can neither be postponed nor accumulated for any
day,

(ii) Inseparable from the Labourer

Labour and labourer both are absolutely essential for each other. Labour cannot be
seParated from the labourer. Labour remains with labourer everywhere, it is the c!u;.lhty of a
ter through which he can receive benefits. It does not occur that farmer remains sitting at his
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abour to work. *“'---'..{

Chap-
home and send h

(iii) Nen-

is 1
Elastic SV /
f [abour is inelastic. The supply of labour cannot be increased or d
he demand of labourers is increased then new labourers cannot be eecm
mand of labourers is decreased then the number oflmplom
f labourers remains fixed for a long time abourey,

immediately. similarly, if the de
d immediately, 5O the supply ©

cannot be decrease I
(iv) Weak Bargaining Power
Labour has the weakest bargaining power as compared to that of other three fat

Jabour being penshable either cannot be stored or postponed fors of

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

y

production. This is because r b
ood time. Becauseé of weak bargaining powe

8
compared to his right.
(v) pifference in Efficiency of Labour
have different efficency to work. Some labourers are more effici
d skills. As compared to them the others ﬂea]:m
: 55

Different labourers I
than others becaus¢ of their good education anc 3
of their poor education and training.
haracteristics of capital. Describe th,

sufficient because
Q.16 Define Capital. State the c
importance of capital in production of wealth.

Ans: Ca
The pr Ble“h which is utilized for the further production of wealth is calleq
Adam Smith,

Capital.
According to Professor
t of wealth

(@)
"Capitab spthat par

(ii) AccordinFrB'Bsor Chapman,
"Capi that part of weal

roducing income.'

(iii) Ac

Mo aljjlch durable
count homey for furth
factories, roads, ¥ 1 dam
included in it."

The Characteristics of Capital
. Important characteristics of capital ar¢
(i) Capital is not a natural factor of prod

" human efforts.
(ii) Supply of capital does not take place by itselt.

not make production by itself.

and.labour.
((::’1)) ﬁa.pxtal is_ab;;as;ive of production because it can
is a variable factor of production because its supply can be increa
- . - S d
v) S;g:t?l is the most mobile factor of production beczuse it can easile;r b‘:er gﬁ::cstﬁ from
place to another. Savings and capital both are essential for each other.

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

The importance of capital in producti

L | in production o
e:&pd;zgltng:::t of agriculture depends upon the use of agricultural machir
4 acre agricultural production is high in those countries whe

machin i
ery like tractors, harvesters, thresher, tube-wells etc. are used

these machines are provided by capital.
the availability of capital because all machines

(ii) f;‘fil;;t;ira; dcvglppment also depends upon
used in large scale production in industries are provided through capital.
on the use of

(i)

(iii) Explori in !
mik iy Pt ovmbils; nammeal oo el i, voat et il o b
of machi , natural gas, mineral oil, :
i CapIE il SO Pt b Rl G ey ey bk et
rmation provide help in the development of tra;e :::I:l]:) i
usiness.

v)
all such goods are considered as capital goods
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ﬁ;ORTANT 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, capital and organization work collectively

then goods and services are produced, the rewards are given to the four factors of production in
accordance to their services, thus the process of the payment of remunerations among the factors
of production is called as the Distribution of Wealth.

Remunerafions of Rewards for the Factors of Production
The factors of production are following.

(i) Land (i) Labour (i) Capital  (iv)

Entrepreneur

_ rganized collection of these four 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 a d the income whighui i re

services is called as "Nati As the nation;

TPr e UUU
- -

s_crea th of
land, labour, capital and organization, so it is distributed. g - S 2§ the
remuneration of land to th Capital receives intere bas are o%he l- 3 and
the profit goes to the entrem-m remunerations or ¥ facrers ¢ o1l can
be described as following.
(i) Rent
| The payme

to the land
. Rent in common lan iring charge

- Butin Economics only the remuneration for the use of Iz
- rent which are fgllowing.

() Net Ren

The remuneration which a cultivator pays to L
after a specific period is called as Net Rent. Net rent
there is no association of net rent with other payments. It is remuneration

other payments like the interest of the landlord's capital and the reward for the self labour o
cltivator do not include in it.

() 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 2lso provided by the landlord then the remunerations for all these facilities are paid and their
sum will be Gross Rent.

(i) Wages
Labourers have due importance as a factor of production. A labourer Plays its role-in eha | =325 45
Production through the involvement of his physical or mental labour or efficiency. The
emuneration which is paid to a labourer as a reward of labour is called Wages. Wage thus the
Temuneration 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
| interesy.
:

D nly,
f the
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(iv) Profit \%

The general concept of profit is that if the remunerations of land, laboy, 2

deducted from the total income obtained through production of wealth then the femar'.f- Capity) %
is profit. This concept about the profit is correct but not comprehensive becauge tll:: n:

considered as the remuneration of the capability and good management of the enrey.- Profi *
the only agent who takes the risks associated with business enterprise. He colle ml’t‘;neur. He
production and establishes good association among them. He determines the “e Ctory o
standard of the production. He is also responsible for the sale and disposal of .
two kinds of profit.

(a) Net Profit

The remuneration which is obtained by an entrepreneur in exchange of the -
of the management of the business and for the acceptance of the risks associated with
called Net Profit. The entrepreneur is responsible for all the. problems of the business Py
beginning to the time of its working. He-faces the risks in l{usmess and tries to minimjze them ity
using his capability and business skills. In order to accepting all these responsibilitjes e m
remunerationg f of Net Profit. . Bets

() ¢

Ponsjh:
bu’inuﬂ:g

The remuneration which obtai ayments of
remuneratio ted factors of produ duction js e
2s Gross Prakis. N8 iBBlso known as the o contributed
land, self la e capital from his e rewards for

these factors of production besides the nét refit,

Gross i at. 'ﬁ
VEDRERE:,.. [=o

W) Monopol t

Apori€nt§ are also includeq j,

The remuneration of an entrepre
production like his labour, capital and land.i ed Gross Prof; s.the.sum. of net profit, 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 on
rent from other person for product then he has to pay the rent for land, so the rent of land is als
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 reig
services in organizing the factors of production, supervises the process of production,these
the production possible, therefore he also receives the wage for his labour, so the wag
of the entrepreneur is also included in the Gross Profit.

(iii) Interest for Capital , 4
Entrepreneur commonly receive capital from the banks arnd other financial ?_nsnn{ll"f;
and thus pay the interest for the capital, if an entrepreneur uses his own capital in his busio®

' - . . - . ] [ 0
then the interest of the capital is also paid. Thus the interest for the capital is also a componen
Gross Profit. . :
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~—  Accidental Profis

(’V’ In certain circumstances which appear sudden effect on the prices of commodities. For
example during war, political di§if1tegration, curfew etc. produce certain circumstances for
increasing the prices c_af 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
accidental ﬁpmﬁt is also a right of the entrepreneur. Thus accidental profit is also a component of
Gross Profit. .

(v) Monopoly Profit

 Sometimes certain entrepreneurs have a monopolistic position in the production or sale
of specific goods. It means they hi}ve an authority to control the quantity supplied of these items
according to thelr.wﬂ_l. The prices of these commodities run very high because of their
monopolistic authority n 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!!l
\_‘2
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\
JMPORTANT MULTIPLE CHOICE QUESTIONS (M c—Q:T\
—— 1 —‘-\
Choose the correct answer for each of the following from , .

e

Q.1

Chap.8: Production and Distribution

e

options: et e
nt made for the use ol capl -

(1) 'g;e I;:::;ees (b) Interest () Remt (d) Wealth
2 The first and the most important factor of production 1s:

(a) Labour (b) Capital (c) Land : (d) Organizer
3) The part of wealth which is used for further production is called:

(a) ~ Interest (b) Capital (o) ) Pr,oﬁt (d) Income
4) Which of the following is not a factor of production: : i

' (a) Land ' (b) Labour (o) . Capiral . d) w

(5) The Economist whose theory of rent has made him famous is: : Res

(a) Professor Marshall (b) Professor Robbins

id Ricard (d) Robert Malthus

(6)
)

(a)
8) - ';heMafwages was first
(a) (b) Benha

(9) . The payment made for the use offland}
(1

*

(c) Creation of Scaggi

( . "Land" stands for:
esoufces
(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:

(a) Un.lim itf:d (b) Limited (c) Highly elastic (d) Perfectly elastic
(14) Mountalqs, rivers, machines, factories, vehicles and raw-material are:
(15) l(;)ndgags%%tor of p(:j)dui.t‘liif:ih};:: the chmcfgzistlf:::ﬁ Wp forcmen
o Frrr—
(16) 1(:1)1 thh;nﬁi:trézgg: l’.(lll;C)?CiuSCEd a; the result of human l;bou:saere called:
(17) 'g;e ;g:lx)'xil;rln made for thetﬁl:e o?ﬁ:%ﬁxr in Pr(:Zlucf::r: :i:lcfltl):c‘li:s i) Rere
(18) Capital is defined asfb) fnerest () Wages S
E:g grr:)lf);tmoney 2;) Natural resources )
(19) '(I:;e xfl:_::,ber of the fa:;or:;;f production is: ) Man-made means of production
(20) '(l'l;e r;waﬁrd or remunerat ior:eoef capital, is cau(cc;: o Lo 8
(21) Ita isa :l?rctct result o(?gav%c_s—g () Rent (d) Wages

(a). Canind ®) Profic (¢) Srock (d) Labour



(30)
(31)
(32)
(33)

(34)

&,

(d) Supply
Goods in sto

Ntre
ck dare Consid dpreneur (C)
(a) Capital

ered as. Organizer () Middleman
Land :

” P
Ik xein e Quris calleq 5o, (©) Laboyr (d) Organization
! _ Profi © Inc :
Em f:;tn(:;‘ which Organizes )] Other facrors of produ:cr::)s;: is ca]]eff) o
E (b) _Labo (©) Ener fneur (d) Capital
( n‘“é’“’f'e‘l‘f and organizer pog, e related to, - emeur
a) Capita ®) Rent © o
‘ Orgamzatwn (d) Land
e r;rm;neranon which i 81ven to the Japg for its fertility ang Ch;zraCteristics is called:
(3). orit (b) tere (c) Net Rent (d) Gross Rent
It is the resule of collective effores of land, laboyy, Capital and Organizatjon:
(a) 2Cuction of wealyp, (b) Distribution of wealth
(c) Consumpuon of wealth d) Accumulation of wealth
It helps in e i ion
(@) cCapie
The payme
(@) Production ) A
The rent is on:
(a) Fertile

- HEBR
(a) et Profic ®) G

is responsible for the
P ;
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Chap.9: Money

Chaprer 7

e ORTANT SHORT QUESTIONS & ANSWERS i
reses oo sess semtasas Sastss st T ——

--—-------M

Q.1  Define Money: Describe the kinds of Money.

Ans:[i] Money
hat is generall accepted freely in sale and purchase of goods g ;
A means of exchange t at 15 g e’;pg man as the medium of exchange in buu:::

the payment of debts is called Money- It h
obligations and the payment of debts.

f money are following.
(i) ey or Coins
The government issues the coin .

. pe ent of Pakiszy

different value e coins have specific dgs ‘
has issued on five rupees coinswil - ; the payment ang
nobody deny th L.

(ii) Paper Money

iggenerally ca ' : ’

issued bMﬂﬂE“ the central ¢ WO rupees coing
are issue 4 ent and the five in}' , 500, 1000
se noteg have

5000 are issued by the ce, ank ¢
i r & Bs¢“notgs can easily be

size, colour and desi
recognize 1 #EVeryop# can rec@gn
can also recognize them. These notes are the e legal production,
so anyone does not deny them to accept beca i
Central Bank.

(iii) Credif 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
:zgdaym;unt bytsusing dt;hcm_, sg these kinds of instruments are called as Credit Money. Now-a-days

ayments are done in business and trade it i :
are mostly satisfied with the use of Credit Moncy.thmugh s L

Q.2 Define the following terms:

(1) Money (i1) Credit Money (iii |
Ans:[ilMoney (e ‘

- :: n:be:ns or mediurm of exchan. ge that is generally accepted freely in sale and purchase of
- -In the payment o debts is called Money. It helps man as the di f exchange 2
ss obligations and the payment of debxs. ., =

(iil Credit Money

The wri
T, thcunnf::;lr:?;;n;rnts or verbal agreement which are used as a medium to obeaia &
orm of agreement are called as Credit Money. Cheque, Bank
I
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(i) Value of Mone

The purchasing Power of meo ; .
relationship between a unj, of money mge&: ¢ called as the Value of Money. It expresses the

donigd € 8oods and services which can be purchased with it.
When the price rises, the value of Mmoney f: = .
The situation in which the supply of m};ngs but when the price falls, the value of money rises.
called Inflation. In the Situation wh :

services are decreased is calleq Deﬂati::. the supply of fmoney falls and the prices of goods and

Q.3 Define Money in the
Ans: Money

. £ C:Od 5 Zl;lg :ll metallic coins and currency notes which are paid or accepted freely as the
P"‘;’;‘s o\.vigthou: g D;l‘t\r gles ant‘i:a:lallso used for the Payment of debts and moves from hand to
another Stacle are ed as M A 2 iti
of money. He states: oney. Professor Crewther has given the best definition

(Professor Crowther)
Q4 Define Mo e the characteristics of Mo
Ans: Money n B i
A medium t is generally accey

services or in the payment of ts is called Money,
business obligations an

The characte

(i)
It is an

everyone without any hesitation in ex
sale and p e through money. The
valuable metals i

Money is the value measuring instrument, '§g neces o the valy ;
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.

(iii)  Durability |
A thing that is used as money should be durable. It should not be perishable and be able
Oretain its value for a long time. It should be able to store.
Pi el eyge
¥)  Divisibility -,
) Divisibility is another 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.
¥/ Recognizibility _ _ . p— -
) It is the characteristics of money that its different units can e.asxlyhbe re_cogm?ed \mf
eir values. Because of this characteristics, people can easily recognize the various forms

Irency,

S Write down five difficulties of Barter System.
'$:  Barter System

A in which commodity is exchanged with commodity is called Barter System.
system in




ra Economicg foroy
sy

The Difficuliies of Barier Sysiem Bk i

Five difficulties of Barter System can be described as following.

Chap.9: Money

(i) The Barter System had lack of double coincidence. It was a great difficy)
- inconvenience to the people. ' 1Y cansi 2
(ii) Another big difficulty in Barter System was lack of common measure of vaJye 7

of Want was the major measure of value therefore the most needy person had ¢o &
(o) efhj;

good at a Jowest value. -
(iii) The Barter System had also a difficulty of lack of divisibility. Most of the things p,
their value after division, so such things were difficult to exchange. &S haye Jog
(iv) Lack of Store value was another main difficulty of Barter System. Particularly th,
that could not be stored for a long time were difficult to exchange under Barteresg::

with their actual value after storing.
) Difficulty of differed payments was another problem under Barter System. Because v
lapse of time, the degree of intensity of wants as well as the value of goods are subj;?i

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
money is called Cheque. It is an uncondition

drawer, directin to pay him on deman
Specimens

CHEQUE NO.
497896
[Date: 7-

2

-

Rupees

lance | 25,600/-
Deposit
l Total 25,600/-|—

Q.7  Define Bank Draft and draw a specimen of Bank Draft.
Ans: Bank Drat# ,

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 Bak
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 monev payable on demand or to the order of payee
there in. Any person can obtain a bank draft after paying the bank charges whether b js an
account holder or not. s

RE:

Do not write below this line.

[['68458411'0 £ 40 =
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¢pecimen of the Bank Draf:

MAHROSH COMMERCLAL BANK LIMITED 2750

Shahrah-e-Quaideen Branch - Karachi

Date: 25-10-2015

On Pemand Pay o __Guﬂuaz Falinta Or Order
RuPEEs Sixty Five Thouyaud (Ouelyy)

Value received

HMAFROSH COMMERCIAL BANK LIiTED Signature _G_._.' sy

MAFECSH LANKLIMTED

Q8 What do you mean by Purchasing Power of Money?
Ans: Purchasing Power of Mone :

The \{alue of money is considered as its Purchasing Power. It is equal to the quantity of
goods and services that ey can purchase. The value he nuzclo e

varies from tunf.f tot ce increases thed the i 2p Ofrm isgdecreased
but when the price decréases then the Purchasing pg

. L ; ingre; - money is
also decreased becaus rease in the supp : : ckease in
supply of money then money is increased.
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Chap.9: Money w
_IMPORTANT DETAILED TYPE QUESTIONS AND ppgu~\

Ry
Q.1  Define Barter System and explain the difficulties Om
Ans: Barter System i)

In the early stages of Economic life, the human wants were very limiteq and he,
use of money. Free goods were found in a large quantity because different People adopg e
professions. Some people associated with agricultural, some started to Weave the ¢, d‘ffqu‘
started to make earthenware while the other worked as labourers. Thus eVery man ygeq t:’: Sony
necessary goods for himself. After a long time, man began to produce surplus goods, sq hepmd"‘t
to exchange goods for goods in order to satisfy his wants, thus a system of exchange ooy
goods is developed. Thus a system of exchanging goods. Wip

The Difficulties of Barter System

The difficulties which were present in the Barter System can be describeq as fOHOWin&

(i) Lack of Double Coincidence of Wants

ifficulty in Barter System was that it had very short circumstances o 4

T
coincidence a person wanted to exchange his cloth with sugar then he had ¢o fing
such a per ssed sugar. If he f61 Xchange pjs .
but he did not require cloth but he wantedfi Pcessary to se'p‘
another per anted to exchange [rige efof goods b'etwm
two person ssible and too m blem of ev’(dl'angin'

goods.
(ii Problem of Determingii

ons involveg xcHagge CLE : Ater System, then

was a f determinat and - ir gogds arisen, [t y

becau ingatommeasure the irlg & with each oher
, | N g |

For example it was difficult

ilograms of wheat or how
This ved
goods was not possible.

(iii) Lack of Divisibility

parts, they lose

Ange e goods which lack of divisibility was not
possible. For example cereals and other eatables like wheat, rice, sugar, pulses etc. canbe
sub-divided into small or large parts but the value of commodities like animals, bed, table ora 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 for
lIong period and there is no risk of economic loss in it. But in early ages goods were presemdlz

store the value of goods. - :Lu“ 3
. (v)  Difficulty in Deferred Payments e
It was difficult to make credit transactions under Barter System. It was impossible ©
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== people faced a great deal of difficulties under Barter System with the increase of their
. pts. Thus man starred to discover an instrument for exchange in order to made a permanent
walution to overcome the difficulties of Barter System. He used animal skins, stones, shells, cattle
s‘:c as the instruments for exchange but all these things were not proved to be durable and the
dif.ficulties w'ere remamed. 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 these metals helped m

At last paper money then cred

; an to overcome the difficulties of Barter System.
It money were approved to use as the medium of exchange.

Q.2 Define Money and describe the important functions of Money.
Ans: Mone!
A medium or means of exchange that is

goods of in the payment of debts is called Mone
pusiness obligations and the payment of debts.

fhe Functions of M
~  Important fumey are following.
(i) Medium ge

Money is an important means of sale an¢

generally accepted freely in sale and purchase of
y- It helps man as the medium of exchange in

fundamental and essenti Rof money. Man oods : n"agcardance
with his will due to exch ney. Money can free - , AS 49Salesf small to
large items. The proces¥ of*Sellthg and purchasing e . ah fieely bg done
anywhere on behalf of utilizing money. Wages are als¢ form . L
o e RRETIT

It is the o @f money thit s[can be
measured because of money. Infact mon s as 4| sga lue of
different go nd services can be meas compared.

lacs while anothe engit may bejcos
"cost that the value of the house with 50 lacs cost isffa
Thus money helps in the determination of price and

(iii) Store of Value

Money acts as a stone value and it is also an"IIPOrtant function 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 bought 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
10,000/- at certain time without any misunderstanding. .

(v)  Transfer of Value ~——7 |oa

Money also acts as transfer of value. The value, amount or wealth can be transferred from

on¢ person to another person and from one place to another very easily because of money. The
Value can be transferred from one place to another. The transfer of value is done in the form of

furrency notes or credit instruments.
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Q.3 Whatdoyou understand

. Value of Money
Ans 1v~hc quantity of goods or services which can be bought by using one unit of money
called as the value of money. It is the power of money through which it is exchanged with gooq,

i alue of money.
and services, so the purchasing powe xpress the v y

Explanation ’ idered as the value of m
P of money is actually consicer oney. It alw,
The purchasing P:‘;‘l’: & orin Mfd half kilogrammes of grams can be bought in exdun::

changing. For exa '
lci??:. ?20 thelf itsmeans the value of Rs. 150 is egu;l to ":l}: :;:g l:}:it; kt;::g;:;::::; lgigramh: But if
i s of grams are available at Rs. 150 ¢ en it 1 : ney has bee
ez kﬂ:(glra‘r'vnll:!en"- :nlgr one kilogramme of grams can be bought in e:_(change of Rs. 150 then jt i
increased. al to only one kilogramme of grams, it mean,

ared that now the value of Rs. 150 has become equ )
‘t::fat the value of money has been decreased. It 18 the common observation from the past that ther,

is always a trend of increasing the prices of commodifies, when prices ris€ 'COIltmuously then it
proves that the value of money or its purchasing ri o decr:}:sn:ﬁ conupu:;:s.ly.

As the rise or fall in the prices of commodities results the change in their demand ang
supply. Similarly d and supply of money produces a d“FCt mtfxli.lrle:llce on its Pu-_fthuinz
power. The de means the quanti hich is require for transactions ang

2eer D10 Cl enqnozumd

for satisfying daily e supply of mone
credit mm,g« which is issued by the governmentio entral Lé It sho.uld also
be remembered | coin or note passe : ‘ cr_llat.mn. For
example a note of R moves from persd pers to d.urd, then
third to fourth and oves from the fou s of circulation
shows tha t ly of money in this c@s¢ i .1100/- because
five differ sf!:ency note is supplied of
consumin L Ibiicithe quantity Pf L e value of the
money will decrease. On % Sh®ary, if the quandity ney imyci on 18 nder the same
conBigions then the value of mo ikl i is ¢ 1 1 3 - dis ssion that if
there is e in the su 1S g 00ds : yof s is Increased then
the purchasing pOoWer o es of goods
Similarly if the supply of the consumers gdo 1y of money is
decreased then the purchasing power of mone in the prices of
ly remains at

goods. It is necessary for an stable economy ofia
2 certain level with the trend of increasing the Supp




; Choose the correct answer for each
Q options:
Every currency note bears this Statement:

(2) The bearer will be paid on demand (b) The bearer will not be paid on demand
(c) Itisthe possession of the bearer

; _ (d) Al of these are not correct
D) In Economics, commodity exchanged by commodity is called:

(a) Islamic System (b) Barter System (c) Foreign Trade (d) None of these
The definition of Mone

0 ¥ has been given by:
(a) PfOf:eSSO_r Marshall - ‘ (b) Professor Robbins
(c) David Ricardo  (d) Professor Crowther
) Money performs the functions as:
(a) Medium of exchange (b). Store of value
() Standard of yments (d) Al of the
5) The value of m _
' (a) Increasing

6) Money has remo

(c) Transfer of we

) Credit contr
(a) Fiscal
(8) The Natiom
(@) 1947
9) In prgsent age, it is stored in the savi
(@) 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
(12) Different kinds of currency notes having different values are called:
(@) Coins (b) Paper money (c) Credit money (d) None of these
(I3)  The coin of rupee one is issued by: .
() Commercial Bank (b) Central Bank

(c) Government (d) Ministry of Finance
(14) Cheque, Bank Draft, Bill of Exchange etc. are considered as:

(@) Metallic Money(b) Credit Money (c) Papermoney (d) None of these

(15) Money acts as a common. measure of: :
(@) Price ) 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: T
(@) Coins (b) Metallic Money  (c) Paper Money (d) Credit Money

17 Golg and silver are used as money because of their:
(a) Colour (b) Durability (c) Intrinsic value(d) Strength

(13) Paper money has a characteristics of general acceptability because of its:

(19 (@) Colour (b) Size (c) Value (d) Legal tender

) ¢ value of all goods and services is measured in Stermls of: s S
() () Money - (b) Stock (c) Supply

It is the most important function of money: ;
() Medium of Exchange (b) Standard of Value
(©) Store of Value (d) Standard of Deferred Payment

[
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Chaprer 10 | |
BANIKS AND BANKING

IMPORTANT SHORT QUESTIONS & ANSWERS

definitions of Bank as given by

Q.1 What is a Bank. Give the various
Economic experts.
Ans:(i] Bank

A financial instituti
clients and makes loans and a
It deals in business from the de

on which deals in mdney is called a Bank. It acce.pts deposits from &
dvances to them for productive and non-productive purposes in neeq

posits accepted from common public.

Definitions _
Vari of Bank as given experts are following.
() ~ Bank is such institution which rece | e form of their surplys
‘amou y then advances 19afis ) sfifiless - raders and| eamn profit a
intere B
(ii) Banks ey and promote Cf€ ansa because advance loans.
(iii) Bank advances a business of promo i ; LI¢C gers, Itfis the business
S to O people forthe creation of

BEOIELT.- s
Q.2 ‘ ite down t Ty il o of Banks.
| : e T

Kinds of Bank
The names of various kinds of Bank
@) Central Bank ii Bank
(iii) Industrial 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 wh.jch is authorized by the government to develop the monetary
system and to co.ntrol 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
© f&mPOHa:lt Iflmlt:;t:ions of Central Bank are following. ~_ Lt”*'i:' e
' central bank issues curency notes having different values. They also have difiere
colour, designs and size. In Pakistan, Central Bank i ues. They also hav 30
, i .10, Rs.
~ 10, Rs. 50, Rs. 100, Rs. 500, Rs. 1000 and Rs. 5000. S e
(ii) Ar::?;;altba}:k performs all those services for the government which a commercial bank
foans tos ﬂz’e‘;:::;zf;:?-;::ts a.;_ the custodian of the government securities, provides

' es i '
advisory services to the govm]gent?re:gn exchange for the government and also 1:'r0‘|“de
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gf"!,._ “Central bank also acts as a banker's bank. All commercial banks of a c?:ul;trykf;oil:d o
(i policy of central bank. It is the custodian of cash reserves of commercial ban
cts as lender of last resort, .
:‘.rnml bank takes steps for credit control in order to keep the stability in prices becau
) the circulation of money produces direct effect on the prices. 1o Lk
Central bank acts as a financlal advisor to the government because it help
W government to maintain financial stability in the country. "
Q.4 Define Commercial Bank. State any five functions of a commercia
' bank.
Ans! commercial Bank .

A financial institution which accepts deposits from its clients and makes loans and
advances 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.

O A commercial bank receives deposits from public and puts them into varicus accounts
like current ac , g account, fixed account and profit and loss sharing account.

(i) Commercial &Bi\“e short term loans, medium_term loans and long-term loans.
These loans issued against e - ! g facility is
also provided by commercial banks in thé . T he so provide by
discounting ¢ ange.

(i) Commercial b erform the function of tras tom.one place to
another by chargi inal commission.

-

(iv)

(v) Comme ; . e, bank
drafts, ues a |
Q5 ite a short note on

Ans: State

State Bank of Pakistan is the Central Bank .
Quaid-e-Azam Muhammad Ali Jinnah issued an ord : i Bank of

establishment of the State Bank of Pakistan on July I, 1948, A o State Ban

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 hive:
been established in big cities of Pakistan. National Bank of Pakistan represent the State Bank

Pakistan in those areas where the branches of the State Bank of Pakistan have not Beis
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 artment of Nofe-Issve |
(i) Tph?s department of the State Bank of Pakistan issues currency notes. It maintajn, i

serve in gold siﬁrer and foreign exchange equals to 30% value of the issued currency note;.
reserv i

i Department of Banking . N
(ii) This department of the State Bank of Pakistan ha's a responsibility to supervise )
<chedule banks and provide them guidance for the implementation of monetary policies.

(iii) Department of Exchange Conﬂ:ol | -
This department of the State Bank of Pakistan manages to obtain and to distribyg,

foreign exchange. ] ;
Q.7  Name any five famous commercial banks of Pakistan.

commercial Banks of Pakistan .
Previously all the commercial banks in Pakistan were owned by Private Sector but oy

ercial banks were nationalized. Now some commercial banks in Pakista,
January 1, 1974 all commerct D e et Bift-mosthf oo o

Hforming their functions under the supervisionl : :
g;em?:a; funEtio : o in Doivate sector. The commercial banks of Pakistan play a very significan,
omy of the country. The functions of all these commercial banks are

role in the stabili .
as common as § cial banks perform

The names of famous commercial ban

(i) i Bank of Pakistan ii

(iii) ank Limited n

(v} im Commercial Bank

: 1 ‘ k and q

Ans:?

(2) Central bank supervises the financi
affairs and monetary system of the

government.
(3) Profit earning is not a purpose of central 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) Central bank takes steps for credit control|(4) Commercial banks do not work for the
for the stability of prices. credit control but they only assist central

bank in this respect.
(5) Central bank draws all policies related to|(5) Commercial banks follow the policies

banking by itself. It acts as advisor to the framed out by the central bank. These
government for solving financial and fiscal banks assist central bank irﬁi«h‘_
problems. enforcement of its policies. -;,“{'I -
Q.9  Explain the following or write notes on following. ~—— [
(@) Current Account (i1) Saving Account
(i11))  Fixed Account
Ans:li] Current Account

N t;1;1-:«;:11 ac;c::nt l;lﬁw;nd;. there is no restriction of depositing and withdrawals of the cash
B introducegd ne public dealing hours of th? bank is called Current Account. This account has
in commercial banks for businessmen, firms, industrial institutions and other
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;:,'{,—uc or private organizations. No Profit is paid on thjs account and bank takes ics service charges
(o operate this account, so the accoun holder pays interest to bank at a low rate.
(i) Saving Account

0 Profit and Losg Sharing Accour:

Mich is specially offered by
small savings of commo

d it provides the i
Profit and Loss Sharing H

is represented by
bank and the account holde hare in profit andJloss Thi
on January 01, 198].. Previously this account was nap

the interest on thj unr. If ¢ arns the profig
to the account hol ith his deposited
the account holder | e

i) Overdraf:
w

T ility which is provi omme
ithdraw a limite cess of their origi
provided on curr

€Nt account only. The bank examindk
before granting the overdraft. Overdraft is short tert

bank on the amount overdrawn. Overdraft helps the accoun
business, thus he also gets an OPportunity of earning more profit.

(i) win of Exchange

to the creditor after the acceptance that asks for payment at maturity 'by presenting it to the debtor. _
hen one businessman makes his payment to another busmessqlan_m the form of bill of exchangie] i
ut he needs immedijate cash then that businessman presents this bill of exchange t0 2 commerci:
ank and the commercial bank cuts its commission and Page the amount of the bill o

efore jts Mmaturity. This process is called Discounting of Bill of Exchange, Bill of Exchange is also
‘ind of short term finance.

a
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Q.11 Write points of differences between Scheduled Bm
Non-Scheduled Banks.

nd Non-Scheduled Bank,

Difference between ¢cheduled a :
p NON-SCHEDULED BANKS

SCHEDULED BANKS : :

The banks which are registered under the ;‘he bm;tsr:ihl:\hcitlre n;); ;esglstered Py
Rt heduled tate Ba . are ¢

State Bank Act - 1956 are called Schedu R e Siseduleal’ Baiiks, alleg

Ans:

(1)

Banks.
1 Tearing house|(2) Central bank does not provide clearin
2 gzﬁitt;a:obsadn:df:lre‘:ivl;a;;sf i : house facility to non-scheduled banks, i
(3) The central bank provides the facilities to (3) The ‘fentfal bank does not provide thy
scheduled banks for the transfer of money. facility of transfer the money f,|
non-scheduled banks.

(4) Non-scheduled banks cannog take Jozpy
from the central bank at the time of
financial crisis.
The paid up capital of non-schedule
banks is not fixed.

(4) Scheduled banks can take loans from the
central bank at the time of financial crisis.

f scheduled banks is|(5)

(5)

Q.1z Write down important func

Ans: The ank of Pakis |
The k of Pakistan which makeé : ' enance of the
monetary syst stan and supervise je : iy stem ' e State Bank of

Pakistan.

~tionis of the Stat

(iii) Ifo the expansion
. and contraction of the money supply|i y - r
(iv) The State Bank of Pakistan has full powe hervise aﬂﬂgﬂt!l!e anking system
of Pakistan. :
) The State Bank of Pakistan acts as a custodian of foreign language reserves, manages

exchange control and the external value of the currency. It also acts as an advisor to the
government of Pakistan in all financial matters.
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Q1 Define Bank. Describe briefly about different kinds of Bank.

: Bank _ :
s 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 Statc.: 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.

(ii) Commercial Bank .

A bank which receives deposits from public from their surplus amount of money and
collects the n in various kﬁ ts then issues loans for earning profit is called Commerc.ial

Bmk. In our Countl'y Habib ed, United Bank Limit .« " ommercial Bank, A ed
Bank of Pakistan are all

mmercial banks Ommon pewe t S
services of these banks. ; 1
(iti) Industrial B . = .

A bank which p in the developmen e Bta L d as Industri
S andtheindu'sin LA i rapd ®
in better ways, so industrial banks have been establisk stan b
e q " t o
“Cred
|

Bank. Pakistan is a progre

industries. These b “ Enance for the '
Development Bank i B.P.), Pakistan Indds nvest
(PICIC), National I oration (N.L.T.) ar : examples of i

Pakistan.

(iv) A vral Bank

A bank whic or thedevelopmeRt of 2
Agricultural Bank. The government of Pakistan has ds '
development of agriculture, the branches of these bak ' b
country. These banks provide loans to the farmers on easy ter® an

the money obtained through loans for buying good quality s&€eds, ert
pesticides etc. Agricultural Development Bank of Pakistan (ADBP) is associated to the

development of agriculture in Pakistan. p :
(v Saving Bank |

A bank which encourages and collects the scattered savihgs of common people is called i
s Saving Bank. These kind of b

anks help people to make small savings. Besides banks, post offices
Provide this service. The government of Pakistan has also established "National.Saving

tres in order to te the habit of saving among people. These centres issue saving certificates
d other schemes from time to time. .

(v)  Co-operative Bank | ~ B
’ A bank which is set up to provide credit facilities to small farmers and industrialists in |3
order to ra

ise their income level is called Co-operative Bank. These banks are formed under ==
$0-Operative 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
aefits from these banks because they provide credit facilities to their members. The formation of
;""’ll"-‘l‘itive societies and co-operative banks is associated to the rural development and the
Eve op

ment of agricultural output. Provincial Cooperative Bank of Sindh is the example of
0-Operative Bank.

e PR SR

k

| e
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Exchange Bank
(vii) A bank which provides foreign exchange to importers and exporters to a country | Calleg
Exchange Bank. Foreign currency is required for intema]tiona; trnlde ‘:ll:i?:nl: p?}':ldedlby these
' reign - They alsg |
. They help in the conversion of local currency into fo o
:’r:r\‘r:l:e:; :lrcques and bank drafts. Western Union Bank and Bank of Tokyo are examples of these

banks.

(viii) Mortgqage Bank

N heir movable or immovable pro
A bank which provides loans to people against t Property |,
called Mortgage Bank, Thl:sc bank pledge or mortgage movable property in the form of gold, silver

and financial documents and immovable property like house, shop and land. '
Define Bank. Give its kinds and describe the functions of a Centyq

.2 4
Q Bank. What role do banks play in the economic development? 4l
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 e Econo
be described as

The role of banks in the economic

- following. | | T
(?) bl TM&&EJallmuy gives he : _ bility in the
ec i &n€ciry and fiscal p lh g |

(ii) All commercial banks recei osits

ing the profit. T

e q 0

bu o

(iii) Agricultural banks issue loans for th # s fo F! lopment of
agriculture. al b =

(iv) Saving banks recéive deposits of small ohg. *ﬂvm make people
habitual of saving. They also issue savifg-cervifics

(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 a country. Ba.nl.(s encourage saving and investment. Banks also play an important role in the
;xpm;kanswn of credx;lm!c_mey. They promote industries, trade and business by issuing loans. Thus
s are responsible for the development of money market and capital market in a country which
finally brings balance in the economy. . “

The Functions 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 i

T . Cy notes. It issues the notes of different

values in dl_fferent 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 performs g t

A hose seryj
provide to their customers, To Protect the secumriwces o1 overnment which commercial banks
(o government and to issue loans es of the govern

are the dutjeg of ment, to provide foreign currency
(ili) Banker's Banj Central Ban
All the commercija] banks of

clea
(iv) Conirol on the c,rtll’ﬂf' 7118 house in Settlem=nt and transfer,

gives advice to the government op financia]

Q.3  Define Commerciql Bank 4
banks in detail,

Ans: Commerecial Bank
A bank which i
collects them in variou
Bank.
The Funections of.£
The functions gfid I
(1)
Commercia

kinds of accounts,

€posits from Public_from
ounts then issufs log

_goﬂf:

i posits from
(i) ﬁ:&eEI EE "

(iii) 1xed Account
(2) Prexision of Loans

Provision ¢ seconfl importa
banks provide loans for commercial purpose on the
interest is low on short term loans while the rate lof
loans are provided on the basis of some legal termsla . hes Svearrbere
35 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

Those traders who have their business in different areas of the country, commerd Ll

banks provide them the facility of transfer of money. The required;qm;:::t ti-f mom
eceived in the form of a draft through the branch of the bank located in ty.

receives some commission for this process.

(ii Provision of Lockers

i holders for the protection of
i ide lockers to their account ; :
their va.luﬁ:;:»m:::;:;el;;l;kjse?::{.lci;o:;despecial documents. The key of the locker is kept by the
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;n:u;rr of the bank while the other is given to the account holder The locker can be guer
need by ucing both the keye. Commercial bank receives some fee on the provicon o“,“"' el in

(iv)  Provision of Exchange

Commercial banke provide their account holders and common people the currency —
chequee. drafte and bills of exchange These credit instruments help in transferring huge Moy
maney from one place te a~~het without risk. They give protection and make the businesy sgey,

I
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3)
4)
(5)
(6)
™

(8)

)

(10)

(11)
(12)
(13)
(14)
(15)

(16)

(17)

(18)

(19)

......
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_JUPORTANT MULTIPLE cHOIcE QuEsTIONS (MCQs)
Choose the correct ans g & T e pm———
options: wer for each of the Jollowing from the given
This bank deals in forej cu .
(a) lndx;‘strial Bank o8 Cerencien () Saving Rank
(c) Exchange B aving Ran
Tizis departmentz,tl'l:h (d) Agriculture Bank
(a) Banking Depilrttnee:sn::ate Pank of Pakistan issues currency notes:
(c) Exchange Department g;; Currency Issuing Department
The Central Bank of Pakistan js: one of these
(a) National Bank (b) Habib B )
Commercial banks receive the: e (€) United Bank (d) None of these
(a) Deposits () Prize Bo .
The number of the kinds ofmonel;'d;e; %, ety (d) None of these
@ 2 ®) 3

The head of th of Pakistan is: e 8

(a) Manager hancellor : S
Which one o is not a functio - = g
(a) Issuance of Currency : :

(c) Banker's i n £

Before the ori‘;‘nhﬂdng these had a #re , dllo o a  public :
business instit@tions: b

(a) Merchants _ (b) Money Lenders

Bank kee i

o MITREL!
State B i ;HE .
(a) Commercial Bank of Paki

(o) tral Bank of Paki

(a) Cheque (b) Bill of Exchange
Cashier's Cheque is a:
(a) Bank draft (b) Pay order

y:
(a) Seller (b) Buyer ’ (¢) Bank (d) Creditor
Lender of the last resort for commercial banks is:
(a) World Bank (b) Central Bank (c) Industrial bank(d) Mortgage Bank
The most common use of foreign payment is: ;

(2) BankDraft (b) Postal Order (c) Bill of Exchange (d)  Money Order
Commercial banks transfer the funds from:

(2) One place to another (b) One branch to another branch

(c) One bank to another bank (d) Al of these

Credit Creadion is the most important function of: '

(a) Co-operative (b) Saving Bank 5
() Commercial (d) Central Bank

. : Ider can withdraw his amount: ]
l(:;;‘ edA(ieaglo;z;imu(;)hoAfwﬂr twoyears  (c) On the expiry term(d) None of these

it work for: .
g (b) The prosperity of country

() The betterment of commercial activities(d) The development of commerce

b s RN 3T S RRAL & AT
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(20)

Chap. 101 Banhs and Ranking —
e -~ inly comprised of money

Commercial ll.tlnk s fund Is mainly P () Borrowed from Central Bank

(a) Customers deposits (d) Bank's Proflt

(21
(22)
(23)
(24)

(25)

(26)

(27)

(28)

(29)
(30)

1)

(33)
(34)
(35)

(36)

(37)

(38)

(39)

(40)

(c) Own capltal
A commercial bank acts as a custo
(a) Property (b) Valuables

pank overdraft Is allowed by bank for:
; in 1 fixed limit (c) No limit (d) All of these
W Aadalnlni® =0 ly of money borrowed from:

Commercial bank fund comprises main
(1) Money lenders(b) Loans (¢) d.‘.LP__“"!LlI.E!d!ﬂ (d)  Other bank,
A commercial bank acts as the custodian of Its customer's:

dian of customer's:
(c) Business (d) "—’M!-ﬂf!hm

(a) Property (b) Valuable (c) Business (d) Cash
sits and advances loans:
This bank accepts deposits and adva p——

(a) Co-operative Bank '
(¢) Commercial Banh poain kl(dt) C:::ral Bank

b i tablished in Pakistan :

The first commercial bank esta T e pank ——

(a) Muslim Commercial Banh
(¢) National Bank of Pakistan (d) State Bank of Pakistan

Price Stability can be achieved by adopting:
(b) Economic reforms

O eration
z:)) mp (d) Regulatory trade policy
This iS4l r's bank:
Ll i

(a) World Bank

(¢) St rtered Bank
Current more suitable for
(a) Capia (b) Salaried Pedple

"Monopoly of Notes Issue” is a charadte
dn (B)BCommercial Ban
hta ! : sfan was inaug
( Dumid

98 Persons

Wammad Ali

(¢) Abdul Rab Nishter A Ali Bog
(32) e first ever regular b : B mem
(a )B of Ind B¢ of V f Barcelona

In present age, a commercial bank de
(a) Wealth (b) Capirtal
This bank issues long term loans for
(a) Central Bank (b) Commercial Bas Exchar
These banks are related to the development of agriculture:
(a) Saving Banks (b) Exchange Banks (¢) Agricultural Banks(d) Industrial Banks
These banks provide foreign currency in the development of foreign trade:

(2) Commercial Banks (b) Exchange Banhs
(¢) Industrial Banks (d) Co-operative Banks
These banks are established under the co-operative society Act:

(2) Agriculrural Banks (b) Co-operative Banhs
(¢) Industrial Banks (d) Commercial Banks

This department of the State Bank of Pakistan supervise the commercial banks in
country:

(a) Currency Issuing Department (b)#*Banking Department

(c) Exchange Department (d) None of these —
The State Bank of Pakistan was established in:

(a) 1st]June, 1948 (b) 1Ist July, 1948

(c) Ist August, 1948 (d) 1st November, 1948

The head office of the State Bank of Pakistan is located at:
(a) Islamabad (b} Karachi (¢) Lahore (d) Rawalpindi



Ans:

(i)
(i)

(1i1)

(%)

(v)

Q.2

Ans:

i)

(i)

(ifi)
(iv)

(v)

Q3

. ign Trade, (s 1
national Trag,. ‘OR) Write down five

“Trade. The b

Advantages of For

eign Trade
Five advantages of Forej

g0 or Internati
Foreign trade enables 3 onal Y

country to obtain S
the country becauss of thejr highest cost ofs;:::hzl:;g; el st b prodice withi
A country ear < s
economi?stab' 7::::;?6 by exporting its surplus production wh
Foreign trad

tional trade pr
developed countries to make progress.

countries whij gaged in foreig
development o peace.
Foreign or indér 1

trade provides helplid e B A - )
which are produced within country on larg of chom odities

- ] N | T
Foru%nmglljmry to befs Hiz s he B dLg-
agricult So the agri induser odi:&ts.ar
large scale. Production bec fore fil ’ ? 1
opportunities and also help

W isadvasitages of.Foreig

five disadvantages of Internati im g
L n

Disadvantages of Foreign Tvads

Five disadvantages of foreign or internatig

Advanced countries, possessing more capital and high techniqes produce better goods
while under developed countries are u

nable to get advantages of some facilities. Thus
foreign trade hamper their progress inversely.

The political and economic stability
marketing.

Nange.
"
||

encourages the foreign trade and international
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 hold in 1
The ¢ tries which are economically stabilized always try to get 75
intcm:tli‘:nal markets due to which the mutual trade relations are ba'dly.affected.
Sometimes a country exports the surplus goods in'very lat!;e quantuydm oirdu;_m_ax :
lot of foreign exchange and the nation suffers deficiency of its own pro ;ct or;‘.] e
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.

Ant: Trade

g ; ;
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Domestic Trade

The process of buying and selling of goods and services among the varioy, regions
country is called as Domestic Trade. of 4

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. of

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 for |
economic prosperity. All kinds of employment in the world are developed on the basis of trade
Natural resources play very significant role in the production. On the basis of natural resources j, ,',‘
a fact that natural resources differ in their kind, quantity and quality from place to place ang tegion
to region of a country. In the same way they also differ from country to country, Thy, the
production of different countries also differs in accordance to its quality and quantity, s, and

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 pf,

be high and d&&vm production will also remain low. For e ple_cotton is produced
large quantit d Punjab. If itfis tried to prod yber PakMtunkhwa zn4
Balochistan certainly its production will bé Ig€ss ir C €A 2

conditions for it n there. People i ade i e difficulties of
production beaFn differences of resour@es at v ‘ 2 m emoves these
differences and dlie d services are ob : rad

Q.5  Define the following:

BE
e’ Goods

An Capital Goods

e d as capi
parts, machines used in factories, trucks, aer|
goods.

(i) Industrial Raw Material

Those products which are used in i ies g
as Industrial Raw Material. Mineral oil, iron, rubber and metals etc. are included in

material.
[(iii] Consumer Goods

Those goods which are used commonly in daily life are called as Consamer Goods. Food
items like cooking oil, dry milk, tea, coffee etc. and other like medicines, magazines, books etc. are
included in consumer goods.

[ivl] 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. ;

Q.6  Write down the differences between Domestic Trade gfi_; oreigh -

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 g0od
and services between two or mor

and services which is done between
various regions of a country is called as countries is called as Foreign Trade.

Domestic Trade.




J

%/ﬁrade the mobility of labour{(2)

@ I,I;d capital is easy. Capital and labour can
pe moved from one place to another
without any differences on the basis of
high rate of remuneration.

mmestic trade all transactions are|(3)

made in the currency of that country and
the parties remain satisfied.

In foreign trade the mobility of tle_mal and
labour is difficult because of religious and
cultural differences. Besides this the
problems of visa, passport :u:}d exchange
are also produced in the mobility.

In foreign trade, the payments and
receipts are difficult because of the
differences of the values of the currency of
different countries.

In foreign trade there are many kinds of
commercial restrictions and legal
formalities are applied.

'(';)"'—fﬁ domestic trade, no restrictions are|(4)

applied and there is also no legal
formalities in the mobility labourers and
capitll.

(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 als j e kind of! settled first before trade.
o M
Q.7 Define Imp ite down the major.is

Ans: Imporis

The commoditie erial or manufa ses
from other countries are . I

Major Imports of Pakistan

Major im owing.
) Capital g i , Spare pa a
for trans r §, thitks, railway e .
(i) Copsumer goods like edible oil, i ar, paper,
boo azines etc.
(i) mW -

il, petro . micals,
iron, metals etc. il
(iv) Defence products like weapons, fighter planes

Q8 Define Exports and write down

rts of
Pakistan. | g
Ans: Exporis ] .!
The commodities, raw materials or manufactured products which are surplus from the 1
actual requirements of a country and it sells them to other countries and gains foreign exchange H
are called Exports. §

Major Exports of Pakistan
Major exports of Pakistan are following.

(i) Cotton (if) 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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Chap.11: Trade

IMPORTANT DETAILED TYPE QUESTIONS AND ANSW;;?

M

Define Trade. What do you understand by Foreign Trade? Descrip,
the advantages and disadvantages of Foreign Trade.

Q.1

Ans: Trade

The buying and selling of goods and services between two people in a society is calleq z
Trade.

Foreign Trade

The process of buying and selling of goods and services between two or more countries i

called as Foreign Trade.

Advantages of Foreign Trade .
The advantages of foreign on international trade can be described as following.

(i) Achi of Goods
It is vantage of foreign trade that it promotes the process of productiop
throughout the Wor s a country to obg@ ods which it does 1 duce itself or
mplers i iflery, defence

can produce with high cost of production. For

goods, life saving in accordance to thei
(ii) Outi er Productic
Foreign“tr bles a country tojjse

obtained through this process. This process also

trade then 1 strial surplds
helps to ob ‘ m other count
(iii)  Economic Prospérity

International or foreig ives i ‘
countrl world to achi i . i nt of bilateral
cultural and econo tions whicl finally bri ﬂ

(iv) Stability in Prices
International or foreign trade helps i
increase the total production of different kind

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 agricultu

industrial resources. . s
~_ = ﬁ'ﬂ.‘T? :

(vi) Efficient Use of Production

The biggest advantage of foreign trade is that it creates a very efficient and better use 0
all agriculrural and industrial production of the world. :

Disadvantaqges of Foreign Trade

Some disadvantages of foreign or international trade can be described as following.

2xchange is
5 no foreign
igh trade also

ain level. Tt
the cost of




countries also fall in crisis. Thus foreign ¢

(i) Domination of Devel

(iv) Greed for Fore_lgnsx\d,.’!gs

Some countries involve to [

order to earn more forea

raw-materials or self-m
a lot.

(v) Harmful

Foreign or int 1 trade also prog
injurious to health and m@r. d of public.
Q2 Define Im Et HF‘ rt. Des

export

import

Theygommodity, raw material

other countries 1 exaffiple thete 4

and mineral oil in Pakistan and Pakistan imports them
Exports

The commeodity, raw material or 2 manufattured product whick anoea.
countries is called Export. For example in Pakistan cotton and rice are produced in exces i
demand in the country therefore the surplus quantity of these is exported.
Major Imports 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
machinery, spare parts, machines used in factories, trucks, railway engines and boggies, aircrafts,
ships, boats, motor vehicles etc. are included in capital goods. -

(i)  Industricl Raw Material |
The goods or products which used as raw material in the mam!,facturmg\proﬁ EREE

dustry are called Industrial Raw Material. Mineral oil, petroleum products, iron, steel, aluminum,

fubber, wood, tyres, tubes etc. are included in this group.

(iii)  Consumer Goods o
The goods which are commonly used in daily l’i.fe are called Com‘::'rgzof:mig’b;;‘:

&y milk ey coffee, dry fruits, sugar, pulses, flour, spices, medicines, kS ' ood.f ' '

Sationary Prt;d.ucts ;:oys carpets, warm clothing etc. are included in consumer goocs.

Ans:
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Defence Goods |

(v .::s which are imported for the purpose of defet‘xce are called Defence Good

i 1:1h " f; defence goods from the countries which have friendly relations with p :
f;ﬂ;t::s ﬁ:l?ter planes, war ships, radar, submarines, tanks etc. are included in defence g0ods,

ris of Pakistan

Major Exporis of Pakistan
In the beginning the exports of Pakistan consisted of raw materials only, Cotton g

leather hides and skins were included in thcm- Gradually the exports of Pakistan improveq, Major
exports of Pakistan are following. '

offon
(i) gomm is the most important export item of Pakistan. Pakistan earns a lot of foreigy

i has been reduced. Man
by exporting cotton, but now the export of raw cotton y
::xcgla:g;illz anxgofzctgries have been established Lhrought?ut the countr)-f. Now cotton cloth and

cotton yarn is exported to other countries.

ii Rice .
e Rice is another important agricultural product of Pakistan. Pakistan produces many
varieties of rice. i s a lot of foreign exchange throug_h the export of .rice. Pakistan i
famous all over the production of high quality of rice. Arab countries are the chief
importers of ri

(iii) Sports Goods ‘
Pakist ique status in the : W materia
required for th:rm of sports goods is * anf:l;er and
leather is requi sports goods . ing a lot of foreign -
Sia . ey, cricket bat

and ball, 'E in Pakistan ‘
(iv) ‘ nfs
s also considé istan " Different kinds of
surgigal instruments like knive rs, ad, Sialkot,
Gujﬂwmd h roduction of
surgical instruments. tan earns 9 lot of forei ic instruments
m u

to other countries.

(v) Skins and Leather
Skins and leather are also chief expor Pakistar h manufa

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 Muln 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 a lot of foreign exchange.

(vi) Fish and Fish Products

Fish is'also 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
products. Several by-products are obtained from fish like glue, manure, and liver oil. F H
gishing is done in rivers, streams, canals, lakes and ponds while sea water or marine fishing is'dase
in the deep water of the ocean. The government has provided to fishing industry. Pzkistar’ kports
fish and fish products to other cquntries and eamns a lot of foreign exchange.

(vii) Handicrafts

countries. The best quality of craved wooden furniture with i i

: ' . Y 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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i |
%:h' colonrful silk threads are very popular. Handicrafts is a popu.!zr professinn of Tnan'y
des'ﬁpi:s in Sindh and Baluchistan. Flower émbroidery, leather embroidery and zari work which is
|den embroidery is done on cloth in Peshawar, Dera Ismail Khan and Nowshera in Khyl_Jer
8%\ un Khwa. All these handicrafts have a big demand in foreign countries and a lot of foreign

cxchange is earned through their export.
(V"” Manpower ‘ -

pakistan is rich in manpower besides its agricultural and industrial products. A number
of skilled 2nd unskilled labourers are available in Pakistan. A number of Pakistani doctors,
engineers: tea'chers, ted.uucal experts and labourers are working in foreign countries. They are
cerving in foreign countries and contribute in earning foreign exchange for Pakistan.

JOIN
FOR
MORE!!
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___IMPORTANT MULTIPLE CHOICE QUESTIONS (MCQs)
Hveane,
Q.1 Cho_osc the correct answer for each of the following from the giv
options: m
(1 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 ls;
(a) Faisalabad (b) Wazirabad (¢) Karachli (d) Hyderab
3) Goods that we sell to other countries are called: u
(a) Consumer goods (b)  Imports (c) Exports (d) Capital goog
(€)) The buying and selling of goods and services between the various regions of a couumry.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 ls called, g
(@) Market trade (b) Wholesale trade (¢) Retail trade  (d) m‘m_‘m
(6) The good used as capital are called:
(a) QM) Raw material Consumer goods  (d) Defence goody
7) The goo commonly used ifi da X ed:
(a) Stock goods (b) Selling goods it LOnsumer good

(8) ﬁ:l’! the largest bu
(b) Afghanistan
9) ase from other cofint
(b) Bxports | {="Raw materia]
(10) 'f"adnr, tanks 8t
..
(11) Mineral oil, iron, rubber s ar
onsumer goods
() Co s
(12) The kind of impbrts of Pakistan are:
(a) Two (b) Three

(13) This country is famous for the productio
(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 (c) Market Trade (d) Foreign Trade
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Chaprer 12
PRIVATE AND PUBLIC FINANCE

IMPORTANT SHORT QUESTIONS & ANSWERS .,
i‘
Q.1 Define the following terms: e
). Public Finance Gi) Private Finance
(i11) Budget

Ans:(i] Public Finanee

The field of inquiry of the income and
government is called as Public Finance. It is th
government. Public re

expenditure of federal, local or provincial l"w
e study of the income and expenditure of the *
’ ic expenditure, public debt and public administration are the 1

parts of Public Finan ‘
(M Privaie Finance :

The field of inguij e income and exp of an i
individual or a privat lled as Private Fi ome and {
expenditure of an indi rivate firm. " !
(i) Budget __!

The d fns the deta ome and !
expenditure of local governmengis ¢ . IniBudg tails of :
public finance o 4r€ Written. The Buligeri / 5 called |
Income Bydget while the other is called: iture Budget:

Ans: The Sources of Income of
The sources of income of the Central Gove

(i) Income Tax (ii)
(V)  Price (iv) po 3
) Fines (vi) Central Excise Duty

Q3 Write down any five heads of expenditure of the Central
Government.

Ans: The Heads of Expenditure of the Central Government
The heads of expenditure of the Central Government are following.
) Defence is the main head of expenditure of the central government. 56% approximately
is spent on the defence of Pakistan. —
(id) Law enforcing agencies and police is another head of the expenditure of the centrali =
government. A lot of money is spent on the administration of police and othes T’
enforcing agencies. ' (Bl
(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.
) Transport and communication are also required to be managed by the central
government, s0 a large amount of money is spent on the construction and administration
of transport and communication systems.

Ay
i



Public Debt? Give reasons and state in a f;

Chap.12: Private and Public Finaace
Q.4 Why government need
sentences.

Ans: The Need for Public Debt
The loans raised by the government within the -~ountry or outside the country is called as
expenditure tends to exceed its revenue. :

Public Debt. The government needs to take loans when its
The government has to pay no but the interest acts on borrowing loans

t only the principal amount
The need aof public debt for be described as following.

the government can
In present days the responsibilities of the government have been increased, in order to
fulfill these responsibilities, the government has to take public debt.
Sometimes natural calamities like floods, famine, cyclones etc. and sometimes political
disturbances like war 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

()
(ii)

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 -

taking loans. :

(iv) The balan ¢t of under developing co
governm Joans in order to make the

) These ar f items of public“exper
uctive assets like damsy p€

permanent
huge amo stment, SO govel

productive

untries always remains unfavourable. The
balance of payment favourable.
i which result ir creation of

Q.5

The role of productive

describe following.
(i) P i ans are i [
in increasing national prodn

(i) Productive public debts are used for the
houses, roads, barrages and canals.
The steps taken by the government t

(iii)
increasing national product.
(iv) Constructive public debts are the source ogbringing steps for the soci of public
by the government. - X
W) The income of public increases on the basis of constructive public debts, thus the
gnificant role in the economic progress and prosperity of 2

productive loans play a very si

country.
Q.6  Differentiate between private finance and public finance.

Difference b/w Private Finance and Public Finance
PUBLIC FINANCE

PRIVATE FINANCE

Ans:

(i) Private finance is related to incomef(i) Public finance is related to expen
because common people observe their because the government first-determines
income then decide for the expenditure on the expenditure then tries to achieve

the basis of their income. income through taxes. If the required
income is not obtained, the government
takes debt.
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i # In private finance, the loans can be taken (i) The government prepares its budget at the
[ Gaty from internal resources like relatives, end of one year. Thus the calculation of
| friends or financial institutions. income and expenditure is made after one

year.
[ In private finance, the budget is kept|Gill) In public finance, the government
secret.

discloses its budget at the end of one year.
_--—""In private finance, the resources are

(iv) In public finance, the government can take
a atilized in the sense of eaming more and| loans from internal resources as well as

}m__\‘ml encies.
In private finance, the resources are

V) (v) In public finance, the government utilizes
" ueilized in the sense of eaming more and| the resources in order to provide more an
more profit.

more social welfare in society.
e

JOIN
FOR
MORE!!!

Q
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IMPORTANT DETAILED TYPE QUESTIONS AND ANSWERS

Q.1  What is meant by Budget? Describc the sources of Income and ¢,
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.

The Sources of Income of the Federal Government of Pakistan

ty of the deeral or Central Government to manage the country
properly and to take the steps for the economic stability throughout the country. Thus the
government of Pakistan receives income from different sources, so that all the d't\_relopment 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 gnecommon-peoplé.and. institutions, A tax is a
completely contribution imposed by the goveshr : : DN surplus
income which is ov, ific range of incomik
(ii) Sales EI |
All the es which are mannfd

imposes tax on them which is called as Sales

with respect ity and standa E n
the impo e Federal or Gy
ﬁil’) EEE 1

The government provid i
for special s it. Foffexampleffee

arms license and driving license. Fee is also
the documents in courts.

(iv) Price
The government also sells some commod] . th

example the wood of the forests, plots of the public land, petrol, electricity and gas etc. are sold by
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 senteficed:
to imprison or charged with heavy cash fines. The cash amount received through fined is, alsgid:
source of revenue of the Federal or Central Government of Pakistan. These fines are genefs '
levied on mixing, high price selling and disobeying the traffic rules.
(vii) Cenftral 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 ducty into the prices of the manufactured products,
thus charge it to the final consumers. Central Excise Duty is commonly imposed on sugar, ghee,

It is the responsibili
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A2 S :
el o, tobacco, cloth, fans and electricity, It is a reasonable source of revenue of the Federal
dgarf;;‘n;c ot of Pakistan.

&' Heads of Expenditure of the Federal Government of Pakistan
roups which are 'non-devglopment expenditures and development expenditures.
o dcvelopment-expendxtures are associated to the management of the state, payment of defence
T expenditures for running the government institutions and other expenditures. On the other
ebzlsldevelopment expenditures are associated to the development programmes. The heads of the
e:;cnditure of the federal or central government of Pakistan can be described as following.

() Defence

The stability and sovereignty of a country depends upon its strong defensive power. The
(ate management maintains Army, Navy and Air Force for the defence of the borders of the state
:norder to achieve strong protection against foreign invaders. The government provides modern

war equipments to 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

ordertomaintainpeace& e country. Thus : is_spent.on.police.and other

law-enforcing agencie artment and dthe _ 2

responsibility to restore law and order throughout the éo

i)  Civil Admi n
It is the responsibi the government tg

departments for running the affairs of the state.

administration and wor inistries of foreign
railways, defence, fo ernal affairs staff
is also to be appoint ‘ ts. These dgp i

rights and duties of the atizens. A lot of itures ai
(iv) So Welfare '
It is the re ili e gov ent tol pre

all citizens of the state. For this purpose, the educations
level where technical, scientific and skill developmen
dtizens. The government spends a lot of money for this 0SE : e Té

government to provide better health facilities to its citiZene "Eor 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
economic 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.

ts¢ 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 expenditures
from the fevenue obtained through the taxes but sometimes, the expenditures are increased
u’“”‘Pn‘rctedly because of certain circumstances. In order to overcome these expenditures the
Bovernment ejther issues currency notes or imposes new taxes or in;r!:ases the rate of taxes. Due
T €se steps taken by the government there is risk of producing political and economic prcfblems.

°av0id these circumstances the government takes loans from the central bank or public. The
8overnmen, 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 expendity, o
the central or federal government.

Q.2 What is meant by Public Debt? Explain its kinds and sources in
detail.

Ans: Publiec Debt i3 '
The loan which is taken by the government to meet either development expenditure o
. for unavoidable circumstances which exist all of sudden in the country is called Public Debt.

The Source of Public Debt . . |

The government, first of all tries to adjust accidental expendu:ur_es within the range of jq
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 loau'l.s. from fm: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 Publie Deb#

The kin bt are following.
(i) Unpr, ublic Deb#t . -

The pu ch is obtained fo isi < es is called
Unproductive Debt. This dept is used for the provis e¢reat A # public. It is

like th

used to increase ese
Unproductive ] crease the

national income or

(1) Unproductive debt are spent on such g ‘ Alyielding 3n income to
: |
@ g recreagionaFfaiities fGr &
(3) Thése de e Froviding som: ef.
4) The money borrowed fro is cofisutned'c INStrue blic parks,
(/)] Produ ebt i
The debt which is taken by the govefniment ! hieving ses is called
Productive Debt. This debt is used to increasé the g n oductive debt
dams, power houses, roads, barrages and canal DOSLEUCLed teps of the

government, national product is increased. Per capita income is also increased, thus because of this
kind of debt, 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 on the government or nation because they
increase the productive capacity of the country.

(4) Productive debits help in increasing the national product. )

(5) Productive debts increase per capita income and promote the standard ofliVifg

common public.
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[MPORTANT MULTIPLE CHOICE QUESTIONS (MCQs)

Choose the correct answer for each of the following from the given
QJ optl.ow

The percentage of income spent on the defence of Pakistan is:

(1) 40% (b) 50% (c) 56% d) 100%

ga)nk of England started lawful banking in the year A.D.: o ’ .
® ) 1694 (b) 1949 (c) 1669 (d) 1946

Central Excise Duty is imposed by:

() (a) City Government (b) Local Administration
(c) Provincial Government

_ (d) Federal Government
0 Yarn, cotton, rice and sports goods are main:

(a) Exports (b) Imports (c) Purchases (d) None of these
6 The central government spends 56% of its budget on: -
(a) Education - (b) Tourism (c) Defence (d) Welfare

) Federal Government Budget is prepared by:

Ea; :'lanmng Co i ' gb) Cabinet Division
) The most impo enue of the govérnmes

(a) Fees (b) Prices (e

) Which one is not i
(a) Income Tax E; Tax (
) The approximate peri e public finance is

(a) Six months (b) One year
(100 Under publi 5 ent first estim
(a) Incom

(11) ,  Under priva idual first estin

. {2) daicoms () Expendi :
(12) Eelwmme of public 3 t income
el

_ (2) Fees (b) Fines

(13) * Itis paid for the services provided by the gove
" (a) Income Tax (b) Sales Tax D

) The tax which imposed on the sale of different commodities is:

15 _(rlg Income Tax (b) Sales Tax (c) Ushr (d) Price
elee government imposes this on ghee, sugar, cigarette, tobacco, cloth, fans and
ctricity:
(I6) (a) Fllfes, (b) Central Excise Duty(c) Fees (d) Price
Tax on imports and

( exports are imposed for the promotion of:
1 8) Intet:nal Trade (b) Wholesale Trade
0 breaking the traffic rules, it is imposed:
(@) The payment of fees
(18) (c) The payment of fi

A ne
It is associated with the income and.expenditure of the government: s

Iﬂfegfbt which is taken by the government to provide recreational facilities to public is
gg l;inancia.l Public Debt
(20) roductive Public Debt

(c) Foreign Trade (d) Retail Trade

(b) The payment of tax
(d) The payment of price

L]

(b) Favourable Public Debt

The d 1 (d) Unproductive Public Debt

fones ebt which is taken by the government for the construction and extension of dams,
(a) lr) houses, roads, barrages and canals is called: _ _

© p fag Public Debt (b) Unproductive Public Debt

~Zoductive Public Debt (d) Non-profitable Public Debt

.




1 08 Iqra Econom .

Chap.13: Economic Development in Pakistan . W
!
Chaprer 1%

ECOMOMIC DEVELOPMENT |,

PAKISTAN

IMPORTANT SHORT QUESTIONS & ANSWERs

Q.1  Describe the conditions of Pakistan with respect to agriculgy,,
* - - w
industries in few sentences at the time of independence,

Economic Conditions of Pakistan at the Time A

Independence . e
ic progress of a country depends upon the development in agricul

indusm'zﬂlﬂ e two sectors are considered as the PACKD0nE.0L e economy. After ty);,

view of | and industries i efore inde ence

British totally neglected this region with | . 1Mpo. B al and indygy

sectors.
dependence mos he co dItics 3 th the daily yge ,,
imported n countries. Pakistan € C1€ g an agriculyy

country. The industries were only few also purposeles;

The s rﬁtem of ban 16 d OF the developmey
busi d Kist3 € Progress rindepelldena
but AO¥ §elf sufficient wi , ies.

L . : .

.2 Write any fiv tag

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 moderare= Ethe e "

(iv) Forests provide wood which is used as fuel and other constructive purposes. They also
provide raw material for many industries.

(v) The forests play an important role in increasing national income and national product.

Q.3 Write a short note on the Irrigation System of Pakistan.

Ans: Ihrrigation System of Pakistan

Pakistan is an agricultural country and the agriculture depends upon proper irrigation
Pakistan has uncertain rainfall at various regions, so the government of Pakistan has constructeda
network of canals for improving the irrigation system of Pakistan. The most importafitst ‘
irrigation in Pakistan are canals which help in the irrigation in the distant parts of the qd
canal irrigation system in Pakistan is considered as one of the best irrigation i
Tarbela Dam, Mangla Dam and Warsak Dam are the famous dams in Pakistan. These dams#
help in flood control. )
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= ;)esﬂ‘ ibe the aims and objectives of the Land Reforms enforced in

e*  958.

aims and Objectives of the Land Reforms

Ans? The government of Pakistan enforced Land Reforms in 1958. The aims and objectives of
4 Reforms were following.

dese LA ohts of the farmers should be protected. .
0 gl:dlf::i system should be eliminated in order to overcome the concentration of land

For improving the economic condition of the farmers, a due share should be given to
them in agricultural production. k

. 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.

/ steps should be taken to increase the agricultural output. _
(?)ﬁ) Efforts should be made to stop unfair terms and conditions and non-economic payments.
:15 Write down the important points of the Land Reforms 1958.

Ans: Land Refo ;

The Government d Reforms firs
Reforms were introduced fo s of agriculture

farmers.

P
important Poinis f nﬂn
" The important point§ o d Reforms - 1958

) Special concessions were granted for the women
(ii) The landlord i

(iid)

stem was 2
(iii) A protection sg'iven to the
(iv) Suggestion w cultivation by joining

v) Ilegal eject of a farmer from his lan
(vi) Loan fa@ilities were provided to ne
(vid) Steps were i olding to level
(vii)  An institute was established for enforcing land ré
(ix Agricultural Development Fund was established fo
(x) The limits of the land ownership were determiri

1000 acres of rainy land were allowed to retain

- Besides this= 15036 of
land was allowed them for fruit farming. The remaining land was taken over by the
government by paying the remuneration.

Q6 Write down the important points of the Land Reforms enforced in

1972,
Ans: land Reforms - 1972

aikag The government of Pakistan introduced Land Reforms once again in 1972 in order to
e

» rtl.ler improvements in agricultural system of Pakistan. These land reforms were proved to
beneficial for the agricultural development.

tm tant Points

i The important points of Land Reforms - 1972 can be described as following.
The land ownership of agricultural land 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,

Thmcu cattle rearing meadows and the hunting lodges were captured by the government for
util

ing them in the development of agriculture.

T
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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 like ol the
of fertilizers will be equally shared by both the cuhivator and the landlord, WVision
(v) More than 100 acres of land would not be allotted to the government servants,
Under thesc reforms the remaining installments of the farmers of the land allogieq e

vi)

( land reformed - 1958 were given off,

(vil) The rule was introduced that any landlord would not take unpaid labour from yp,

. farmers.

(viit) According to these reforms, the lease and auction system of the sale of lapg oy
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 fou%'
charges.

(@) He didn't pay the rent.

(b) He used the land for cultivation against the agreement

(c) He lefc the land uncultivated without any reason.

(d) tivator had re-rented his land to someone else.

40 d:ﬂ;mnd was taken from the landlords and distributed among the cultivatory
under these . over 5 lac acres pf Pat Feder land in Baluc n was ¥so distributeq
among the farmers under these reforms in system were
removed thro orcement of thes ) S d progress in
agriculture, Io
Q.7 What i nt by Land T £ egthe Land Tenure

tem d istan briefly

because the
class of the

presence defective land tenure system. Be
cultivators was treated as slaves. Because o

living under poverty inspite of doing labourfrom. 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 oo
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 B

The system under which the rights of the ownership of the agricultun]‘llﬂd? e OWNed
by the state and the government is called State Landlordism. Under this system the gove
provides the agricultural lands to the cultivators on lease for cultivation. The cultivators have t©

pay the leasing installments to the government.

(iii) Tenant System

The system under which the rights of the ownership of the agricultural lands are OW“"_‘I '

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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g Write down any five causes of the agricultural backwardness of
Q Pakistan.
. Agriculiural Backwardness of Pakistan
Ans 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 Iand!?rds or
(i) zameendars have the ownership of million acres of land, They get cultivated thel.r lands
by the poor and helpless cultivators on hard terms and conditions due to which the
efficiency of labour of the cultivators is eliminated.
(iil) In Pakistan, the modern equipments and modern methods of cultivation are used on a
very limited scale. 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 i
need more loans to receive them easily. i
9 Writedown ggestions to |
Q ; 5¢ “
and to improve conditions of ag :
Ans: Suggqgestio £ | o

Improve th [:'}

Following suggestions can be given to solve

agricultural conditions ia, Paki
@) The fund HiEl‘lz'wision of pre
about agri EEE

(i) Availability of loans on easy terms nditi :
(iii) ans of irrigation should be |
(iv) It is nec ustries whi

) It is necessary to improve the efficiéncy of the g

QI0 Write down any five steps take
improvement of Agriculture.

&ns: The Steps taken by the Government for the Improvement of
Agriculture :

The steps which have been taken by the government for the improvement of Aericulture

are following. 1
(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.

(iii) The government has established Agricultural Development Banks for providing loans to
_ the farmers and the cultivators. ?

(iv) The government has improved the means of transport and communications for the sale |[c

and purchase of the agricultural products. ~
® The government has established Agricultural Extension Centres at various places to

provide berter quality of seeds, fertilizers and pesticides for getting better yield. These
centres also help in introducing modern techniques and machinery in agriculture. . 3

Q11 Write down the importance of Industrial Development.in few
Sentences. '

Ang: Importance of Industrial Development

The importance of industrial development can be described as following.

T

o Pt
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Y Industries are the source of economic development because the development o—f—;;'h";;

sectors also depends upon the development of industries.
(i) Due to industrial development, commodities are manufactured on large scale to fyigy,

local aid national needs.
(iii) With the help of industrial development, the value pf raw material is raigeq by
manufacturing them into finished goods through industries.

(iv) Due to industrial development, the country becomes self-reliant and prosperous and the

standard of living of people is also improved. . '
(v) Industrial development is a source of providing employment. In industries differeny

skillful and expertise are needed. Thus industries provide employment to a number o

people. .
Q.12 Write down five sentences on the Industrial Development i,

Pakistan.
Ans: Indastrial Development in Pakisian

A brief description of industrial development of Pakistan can be given as following.

Q) Pakistafll i tEWsuch territories which were industrially bad‘cward.
(i) East d 50% of the jute in the world but no jute industry was set up.
(iid) At th ependence sever . - S £ ad.cement existed in

Pakistan.

(iv) Keepi of industrial back tdn started its
effonlsfMe industrial base policy was
announ€e encourage private

) Pakistan made great progress in ind

Suqgqgestions to

ollowing suggestions

BRI el P g o
HENE .

@ « ar 1

(i) i 28 caSiens i

(iii) igni i i : i Rréate the sense
of devotion to work.

(iv) A strict system of quality control sha

wv) Industrial loans should be provided on easy terms anc ¢ expansion of

small industries.

Q.14 Write down any five steps taken by the government for industrial
development in Pakistan.
Ans: Steps 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 Cor
(P.L.D.C.) for the growth of industries in Pakistan. sy =y
(ii) The government also established Industrial Development Bank (I.D.B.P) for
: for the establishment and extension of industry. :
(iii) The government has also established a Tarrif Board for providing protection 10 local
industries.
(iv) In order to solve the industrial problems, the government has established a department

in 1949 which then established industrial research centres at various places.
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The government hag granted Special ¢ope ot t

new industries in Pakistan, essions in taxes to

of any fiye famouys ; 1 '
Famous lhduﬂﬂes of Paldsh '

The names of five famous ;
(i) Cotton Textile Indust
(iii) Cement Indysg
v) Fertilizer Industry
Name any five Financiql Institutiong established by the government

for the economic stability of Pakistan, .
Financial Instituiie

i) Sugar Indus;ry
(iv) Iron and Stee| Industry

ns of Pakistan

The names of financia] institutiong escablished‘by the government for the economic
stability of Pakistan are following. :

i) Pakistan Industrial Cregj, and Investment Corporation (PICIC)

(ii) House Building Finance Corporation (HBFC) :

(iii) Sm Finance co

(iv) Nagj

(v) P
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JLED TYPE QUESTIONS AND An%l

Q.1  Describe in detail the steps taken by the Government of Pak‘."anj,,,

the development of Agriculture Sector-
Steps taken by the Government for the De"el_o%

Agriculiure Sector ‘ L
Pakistan is basically an agricultural country. Ab(';'l;: 67.5% tl:)f its p?pl;_lahhr;m living iy i
T . 1. i i . culture 0 istan is kn,
directly or indirectly engaged with agriculture. The agrictitire o  kaow
:;ehassi;:len;e ;g)l:iculture. M:re than 50% labour force of Pa'kxstz? is dlrf:ctly associated Wi:
agriculture. The development of every economic sector of Paklsta.n is assomtg_ed with agricy]
; Iture sector just after the establishmep, 5

so special attention was given towards the agricu r
Pakil;tan. The policies were made for the development of agm.:ulture. The steps taken by p,
government for the development of agriculture sector can be described as following.

(1) Forests

Forest jpl

Chap.13: Economic Development in

" IMPORTANT DETA

Ans:

ortant role in the development
e continuous flow0f the nve

climate moder

They also help 1 prote from windstorms|ané C N Pakistan has givey

special attention e protection and gro ' - Rak aly 4:5% land is under

forests, therefo s taken effectively t ise : aring e§ts. A Forestry

Department has gstablis for the supervisic sts aPlanrati 2 6 célebrated twice

in a year in the months of February and Augustg!I is prog : y Department
‘ nted on roads,

motivates egple for tation and prdte an s
railways . Positive (5 edwehr these steps and
profound eveloped in maifta - ALE il ffertility of the

country.

(2 Irrigation Syste N p——

_ _ i thgsmost areads of Paki "lw Itivable land
in Pakistan was depended upon rainfall at thefjtiing.e ant of Pakistan
-tried to improve the irrigation system and cons ced : 5 in 'theldistant parts of the
country, so that the agricultural production mig > décfeased dil@lto’ the Shoftage of water.

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
PI’O:;-ICUOH- Tarbela Dam, Mangla Dam and Warsak Dam are the famous dams of Pakistan. Many
Zxr;ms: lh':we been associated to these dams which help in irrigation. These dams also help in flood

(3)° Establishment of Agricultural Bank

The government has established Agri
gricultural Bank, Th i
have been extended to every nook and corner of the country. Aegr?i?ﬁ?:ll::; ‘geAgnaﬂ
(ADBP) was established in 1961 and now it is known as Zarai Taraqiati Bank Limited

;er:::i ;‘:_}“:::: e“ﬁdf;‘:tgrrcha;iug seeds, fertilizer and pesticides etc. while long term loans are
ey, Loa.l:ls‘fur i t:ll:a and farmers to purchase thresher, bulldozer and other agricul
tion of the tube-wells are also provided. These loans are recovered i
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1
gg,_.-é-;nr Transpor? and Communication System : e
‘4) Efforts were made to improve the means of transport and communication, so th‘a'f L

le associated with agriculture increase the agricultural production after using thes.e facx}xt:es-

opl;-‘ d roads constructed in distant Parts, thus agricultural markets established at various piaces.
Metﬂf :mers and cultivators started to sell their production in these markets, thus got a reasonable
1 :;'or their production. Besides this the farmers and cultivators provided facilities to purchase
rlm‘;-gquired items for agriculture through these markets. These agricultural markets were
then ected to small and big town through telephone and telegraph which produced an atmosphere
:?2gﬁcu1maj progress in Pakistan.

(5) Establishment of Agriculture Extension Cenfres

various places for the growth and development of agriculture. These Agriculture Extension Centres
perform following functions.

@  Provision of better Quality of Seeds and Fertilizers :

The government of Pakistan has provided fine quality of seeds and fertilizers on behalf of
Agriculture Extension Ce ‘Filliquality of seeds play a significant role in getting good crops. 2
The government itself Pﬂ ﬂqquality of seeds and.the ides them to the fa and |
cultivators at the time of'sOwi e seeds for obtainij 5. efrili ring ;
factories are also working in the country which alwa i ith the

Agriculture Extension Ce
(@)  The Use of Mu '

Agriculture Extension Centres have establi

i ions and
introduced the m g to the fa lots
the farmers and cul i (';F the use mao Pri o fits also H
trained with the ti seeds and the : ITmers and %
cultivators were habitual of the use of old s of fa T ing }
the training odern ways of farmin ed stz the
farmers and the i I o methods

techniques of cultivation, the agricultural production of
(i)  Protection of Crops

Insects and pests destroy the crops which are'read Itivated. *d"Staff spray
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 i
artides. The use of modern equipments of agriculture is also advertised through these means. The i

¢rs and cultivators are get informed through these efforts about the availability of agricultural e
loans, gooq quality of seeds and fertilizer and the use of modern techniques of agriculture. GUE
() Cultivable and Reforms e 5 E-,_m

It is necessary to solve the agricultural problems of Pakistan that different kinds of land |
reforms are enforced throughout the country. The government of Pakistan has introduced land !
"f"fms 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
lng reforms were to improve the relations between the tenants and the land-owners; abolish the
"oLopoly of big landlords and to develop the system of agricultural productivity. But still there is
“e¢dto make more land reforms so that the uncultivated land could be used for production.

- |
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Chap.13: Economic Development in Pahistan . L7 Clan x
“: ‘ ;;Iaborate the importance of Industrial Development'to the countyy,
¢ Also explain the steps taken by the government in this regayy,
i by the government of Pahistan for

il . hen
Describe in detail the steps ta or. (OR) Describe in detail g,

¢ of Industrial Sect
:’t':pget:;::f 'Z;’;h: {;overnment for the development of industries i,

Pahistan.

. LA
: p £ Industrial Developmen
Ans: The Importance 0 nt of a country with the discovery of agricultyg,)

Industries are essential compone
natural resources, it had become necessary, it had become necessa;y tobli:v;r;:i :n:c}lj”}?e]' to
optimum benefits of the resources. Raw materials are converted into m: ; g ey n l elp in the
production of food for human beings. In Pakistan the efforts were madc olr ]e ere opment of
industries in 1958 through economic planning. Both industrial and agricultural sectors a5,

Industrial sector is another important sector afie

tial for the economic stability of a country.
:l-sxze:glricultural sector in the economy of Pakistan. The importance of industrial development ean

' follogyi '
!(:ie).dcscnb;%: i)pc;Mii Nemployment are created due to the development and expansion of
industri =

(ii) The industries play an important role )
promotin s and discourage the orts. ) .

(iii) Finished B:H‘are exported in d o ; pff industriz]
development. .

(iv) The industrial development bring prosperit/fia

(v) Mo i chinery canfb *
and ‘ rﬂfa} "fndustrial deve : :
De r i sagc@untry can be i u industrial
t b ace

(vi)
development,

(vii) e standard of living ndustrial

' de ; ri d help in

decreasing the rate of crimes.

(viii) Industrial development changes the wa

(ix) Industrial development is a source of m

(x) Due to industrial préduction not only 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

Indusirial 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 corporation
encourages the investment from private sector. The corporation established heavy industries
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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: { in local
laces for providing loans for the development of industries. This loan is Pro"_ld;d l::iez of
rariouffs'in foreign currency. This bank has issued loans for the development of the indus
as we;on paper, rubber, electrical goods and engineering machinery.
transpenh

(3) Pakistan Industrial Credit and Investment Corporation
‘P’C’Cl

This corporation Mas played*a very significant role in the industrial development 9f
istan. This corporation was established in 1957, It provides medium and long term 1om? in
pakis n and local currencies for the period from seven years to twelve years. It assists
fort:c:sreneurs to obtain fair prices and assists also foreign investors to locate suitable investment
f,;pmunities in Pakistan,
(4) Protection of Industries ,

The government of Pakistan has established a "Terrif Board" to promote and protect _the
donestic industries and domestic production. This board gives a protection to domestic mdl_xsmes.
This board tries to discourage imports by imposing heavy duties on imported items..ln' 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 Cenfres

The governmen
promote the industrie This institute pfave
various industrial research centres. These centres helpjin's
their location. These centres p e help in the provisic
standard of goods in order quick development fo

(6) The Provisie

" The government of Pakistan also provides

industries which i for their esta i
exports and i btained: through the fofeign eabi . O
(7) Concession in Taxes =

The rnment of Pakis grants a pet.'!"le-ss' i
established indus e theil progres: 1&

industrial sector. The government has also establish
industries. In these zones the application of tax is no
years.

Q3  Describe briefly about the main indis
\ a note on main industry of Pakistan.

Ans: Main Indusiries of Pakistan

Some important industries of Pakistan are following.
()  Cotton Textile Indus?

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 7 it :
;[:]:tf'f"ga:h, Rahim Yar Khan, Sargodha, Borewala, Sahiwal, Peshawar, Haripur, Hazara, Sawar, @ 2 44
Bann

u, Dera Ismail Khan, Othal, Okara, Lahore, Multan and Khanewal. Cotton textile mills
have been established in four provinces of Pakistan.

() Woolen Textile Industry |
The Pakistan has also woolen textile industry but it is not as rich as cotton textile industry.

feason that wool in Pakistan is not of high  quality. Most of the wool in Pakistan is used for
Carpet making. However major woolen centres are located at Karachi in Sindh. Lawrencepur,
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Mustung in Balochistan and Banny ang
kets are manufactured in this milly

d Karachi woolen mills produce ; gh
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Rawalpindi, Lahore, Quaidabad in Punjab. Harnai.d o
Nowshera in Khyber Pakhtunkhwa. Woolen yarn an -
Woolen cloth is also manufactured here. The Lawrencepur

quality of woolen cloth.

jii) Paper Industry ' )
o Paper industry is also an important industry of Paklsta:jr:; Inrgnl]::s\::nbl:?::: :f:bﬁ;::?xd
are manufactured. The mills manufacturing paper and cardboa at

Charsadah, Amangarh and Gharo.

(iv) Chemical Fertilizer Industry e s el oF Ghembial e

The chemical fertilizer industry in Pakist Lo b o
- o aiee A b f fertilizers are produced by the fertilizer
necessary for agricultural production.-Differént kinds 'ou(:e surplus chemical fertilizers which js

. 3 # - . rod
industries established at various places. P:tli‘lliszt:rnu[::it's r o ecantry; five I the Pankh, thres £

exported to other countries. There are 10 fe ts | 221 fareill 1
. ; . Khwa. Main factories of chemical fertilizers are located at
Sindh and two in Khyber Pakhtun Khwa qal:ad, Hazara, Dharki, Shaikupura and Faisalabad,

Dawood Khel, Mirpur mathelo, Multan, Sadi
(v) Sugar Industry _ _
¢ Sugar indu the biggest industry in Pakistan. Pakistan started with tWO sugar
mills at Rahwali nm in Punjab and Takhtbai in Khyber Pakhtun Khwa at the Pt::ne :f
. ated 11 dl P C UUdll y ] n]l,

independence. Suga¥i fout of sugarcane which is cultr
Sindh and Khyber Pakhtun Khwa. There are 785 '( F ) ut-c bt reines
raribil s :

Punjab, 32 in Sindh, r Pakhtun Khwa i li
ficient in the prod g

sugar. Pakistan is n
exchange through thé& e sugar. Main sugaf mills ir
Tando Muhammad Khan, Badin, Talhar, Tando £ ar, Mirpu

Bahawalpur, '1 and Murdan "
(vi) Ce . _
Limestore an ypsum-ar-e used in th e n Gaf 'has the

osits of both Jimestone an . THe , .
been estab in publicand pri ’ S : { the time
of independence.
Pakistan. State Cement Carporation. In Pakistan jimai
' Hyderabad, Rohri, Thatta, Dawood Khel, Dandot 2
(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

a

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 indus :
to grow. The first Iron-and Steel Mill located at Chittagang was completed in 1959 aft
indepenidence. Pakistan was deprived of it as a result of separation of the East Pakistan. Iron and
Steel 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 Xarachi, Taxila and Lahore.




m :
ussia in 1273515123“;:“f“g“'in8 heavy products of iron and steel another factory was
cstablished a¢ Saxi 1968 Itas eavy MCCh'amca.l Complex Taxila. It was established with the
ssistance of China in - 't meets the requirements of railway, automobiles, sugar mills, cement

: ile machines, fertilizer industr; ; :
ctories, text . r1€s, trucks and spare parts. With the establishment of
?,,xilz Complex, the imports for steel and machines have beep redll:éed.

4  Describe the development of the System of Banking in Pakistan.

Describe briefly about the financial institutions established by the
government for the economic stability in Pakistan.

Ans: Development of Bahldng System in Pakistan
' There were 38 commercial banks working in Pakistan at
o i -

the time of independence. Out

mostly non-Muslims. Thus the policies adopted

. . ‘ot in favour of Pakistan. The other foreign
banks in Pakistan were only working for their commercia benefits and they had no interest in the

economic progress of Paki er these critical circumstances, the government of Pakistan
decided to establish j king system. The-Quuait
inaugurated the State on July 1, 1948.

The establishment of own central bank in Pakis
Bank India in the mon conomic affairs pf P

existence of commercial ifl Pakistan because g
only two commercial b ere insufficient tc

country. So, the first co

November, 1949.

sector and to facili ;i
Pakistan started to make qui

et
progress.
in the East Pakistan was 17 from only tw

m 20 tc

of commercial b

banks were also increased from 19 to 77. The reserved h stcial"hanks

increased to Rs. 1354.76 crores. The rate of depositi 1mo - neftial rémained Rs.
15.09 per annum ¢ill 1971. The commercial banks aldo seareed blish their's s il other
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 circumstanges, the State Bank of Palu§tan startesl a strict supervision
of the banking system of Pakistan. Now, the State Bank of Pakistan provides guidance to

®mmercial banks and other financial institutions in the process of issuing loans for commerci .

objectives, The State Bank of Pakistan also keeps the record of foreign transactions in ordes
hnp the balance of payment favoarable.
=portant Finaneial Institutions . S

The government of Pakistan has established following financial institutions for bringing
*0nomic stability and prosperity in Pakistan.

0 Pakistan Industrial Credit and Investment Corporation

P - -
Pa.k:ft:nclndusu-hl Credit and Investment Cooperation (PICIC) was established in 1957.

R RRRRRCEE=Em——
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- : Cla
It provides medium and long term loans in foreign and local currencies. i alm
investment and makes efforts for the establishment of joint industrial projects, The encoy, Oreig,

of the foreign investors for the investment in Pakistan is the main duty of this Corporatigy, lge,%t
(i)  House Building Finance Corporation (HBFC)

House Building Finance Corporation (HBFC) i a national institution, T COrPory,:
issues loans for the construction of house building projects. It generally prefers ¢4 h,uimm“’"
small amount of loans and receives them in easy installments. Banch offices of this corpo,:: of
are located almost every city of Pakistan. People can easily apply from house building loang i, thh::
corporation,

(iii)  Small Business Finance Corporation SB.FC'. ’

Small Business Finance Corporation (SBFC) is a ﬁf“mfi‘ﬂ institution which serye, for th
development of small business and industries. This corporation issue loans to technica] €Xperts 4
skilled persons who have the capability of establishing their own business but they are helples,
because of the unavailability of capital. This corporation enables such persons to establigh o]
scale industries or small business in order to earn their livelihood respectfully in society,

(iv)  National Finance Corporation (NFC
pPment financgns

Natio e Corporation (NFC) is also a national develo
cooperation. 'ldﬂemn receives funds_fremsth e depos : e boPrONand rajseg
capital. It inve s s for the developm 2

depositors. I

(v) Pak vestment Corpo ; |
Pakis ent Corporation (BI 1S Deé D Lis f ge the busines;’
of bonds and shares of companies. It encourages ‘ 133 bonds and share

of companjes e basj t and lose s
or loss in if ilvestment and
corporatio eir investme ¢
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PORTANT MULTIPLE CHO|
o CE QUESTIONS (MCQs)

Q.1 Choose the correct answey
options:

) The National Bank of Pakistan was came into being in;
(a) 1947A.D.  (b) 1948 A.D. '

@) The Central Bank of Pakistan is: (©) 1949 A.D.  (d) 1950 A.D.
(a) National Bank (b) Habib Bank

: (¢) United Bank (d) N f the
The Pakistan Industrial Develo A : one of these
3 : pment Corporatio in:

) (a) 1948 A.D. (b) 1952 A.D. rporation was established in:

4) The solidarity and integrity of a eotinitydi (c) 1958 A.D (d) 1960 A.D.

Jor each of the following from the given

pends upon its:

(a) Strong defence(b) Business (c) TI::de (d) Education
) ;(aa)]us;an;ndustnal l?t:!)vel;pment Corporation (PIDC) provides loans for:

a rade usiness (c) Industrie d) Agri
(6) The banking system of any country is controlled by: - el

(a) Commercial Bank (b) Central Bank

(c) National B (d) City Bank
0 The State Bank thas inaugurated by;

(a) Liaquat i i

(c) Quaid-e-Azam

(8) The State Bank i keeps this perce
reserve in the fi » silver and foreign e
(a) 30% 0%

(9) During the period of 1983-84, per capita
: (a) 342 ﬁus
(10) The first mg w place in the yea
(@) 1948 949 .
(11) TheState Bank of Pakistan was hed jir
(a)W
(c) August 14, .D

(12) The first Commercial Bank established afte
(a) National Bank of Pakistan
(c) Muslim Commercial Bank

(13) The land under forests in Pakistan is:

(@) 3.2% () 4.3% " () 4.5% d) 5.6%
(14) Mangla Dam has been constructed on the river:
(a) Chenab (b) Ravi (c) Indus (d) Jhelum .
(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 (b) Indus () F}md o (d) Jhelum
(1 " Most of the human ulation in Pakistan is associated with:
i (@) Trade P(gf Mining (c) Agriculture (d) Industry
(18) It has great importance in the economic system of Pakistan: Y
(a) Agriculture (b) Trade () Exports t(h i mse het s
(19) Pakistan Steel Mills was established 40km away from Karachi wi 0 ; ::?a :
(a) India (b) China (c) Iran ’ Russia
(20) Limestone and Gypsum are used in the manufacturing of:

(c) Cement (d) Cardboard
1) g:av;r :?eacjl::nsitt::; le)bn)aplIe’:p';:Jdla was established in 1968 with the cooperation of:

(a) China (b) Russia (c) Afghanistan (d) Iran
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The government of Pakistan has provided irrigation faC‘ﬂltlfS for agriculture lhr;;-";\
e 3W 1l (b) Canal Irrigation Syst
g; 'hleb:-Well System (d) Purification of Sea Water
(23) The Dams stored water and they also provide hﬂg :::Control
(a) Windstorm Control () Cyclo € ool
(¢) Flood Control (d) Credit Con
(24) The average rate of rainfall in Pakistan i:;) soderste @ -

(a) Very high (b) Verylow .
(25) The branches of this bank provide loans to the farmers and cultivators on easy termg and

conditions: )
(a) Exchange Bank () Comm;rcu:’lj B;:J; )
(¢) Industrial Development Bank d A e e 'Mc

(26) For training the farmers and cultivators, the Agriculturs Extension Centres hyy,
B i (c) Model Plots (d) Agricultural Marke{,

(a) Green Houses (b) Nurseries b
27) The government of Pakistan first time enforced Land Reforms in tl;; ge;rn

(a) 1948A.D. (b) 1950A.D. () 1952A.D. (d) 1958 A.D.
(28) Second s in Pakistan were enforced in the year:

(a 1 (b) 1965 A.D. (d) 1980A.D.
(29)  Theg i

(a) Industrial Bank

() Tammi
(30) The lmmerda{ banks in F
(@) 20 @®) 25

31 This institution encourages common
( - -
( .
(32) It i irigation in P

(a) Wells ®) EE;
(33) For t.he_; e!:onqmic stabxh un

(c) Agriculture and Industry
(34) Every country tries to keep:
(a) Unfavourable balance of payments

(c) Value of money d) P
(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:
() Hyderabad  (b) Khairpur (c) Tandojam  (d) Larkana
(39) All commercial banks were nationalized by the government in the year:
(a) 1954AD. (b) 1963AD. (c) 1974A.D. (d) 1981 A.D.
(40) It issues loans for the construction of house building projects: o
(a) Small Business Finance Corporation  (b) House Building Finance Corparation’1:
(c¢) National Finance Cotporation (d) Pakistan Investment Corporation |
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ISLAMIC E@@M@MJQ SYSTEM

i ~totms
IMPORTANT SHORT o0
- QUESTIONS & ANswERs

1 Define Islamic Economic System. wh, ¢ : ]
¢ System? Explain, @t 1s meant by the Islamic

Ans: lslamic Economie System

[samic Economic System. The .Islamic E.' ystem is established op the principles of th
Holy Quran and the Sunnah. T.ins System is based on the concept that a]| individupals otP an I:lami:
Sodiety are accountable to Almighty Allah for their actio

economic activities with the cooperat; of each other for th.
Q2 Write down E

Write down
Ans: The Charae

Important charact
@ According to this

obtaining th u

o
(i) The Islamic i A Alfows to take b '

collectively with the cooperation othe -
(iii) The IsI¥mic Economic S rages private owfe

economic struggle Justified distribution of wealth

(iv) The Islamic Economic System strictly prohibits
drugs, the business of drugs and narcotics and He

(v) The Islamic Economic System presents betterme fecti
principles of the production, consumption and distribution of wealth,

Q3  Why is Islamic Economic System better than other systems? Explain
' in few sentences.

Ans: Sugerior‘iu of Islamic Economic System

The Islamic Economic System is better than all other economi'c‘ systems like socialism,
Qpitalism and the system of mixed economy. The superiority of the Islamic Economic System can
be described as following. . ) -
) The Islamic gconomic System stresses upon only lawful earning while the other [[#15:
€conomic systems do not care about it.

(i) The Islamic Economic System strictly prohibits the use ofhdrugass :ngomll:il;;mess and
trade of drugs and narcotics while the other systems adopt them

business.

(i

The Islamic Economic System strictly prohibits hoarding while the other economic

i i in future.
System encourage hoarding for earning more profit mQf o ST RN
The Islamic Economie System stresses upon the use ural Ifare

resources only
of mankind while the other economic system encourage the use of natural
for the pr ogress of business and trade.

(iv)
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) The Islamic Economic System Stres
payment of Zakat, Sadqat, l_Jshr etc. W
concentration of wealth which promotes

Ses

Q.4
Ans:
THE ISLAMIC ECONOMIC SYSTEM

The Islamic Economic System stresses|(i
upon lawful earning of profit upto 2

Compare the Islamic Economic Systemt wit

ie Economiec System and Ca Halie
Comparison of the Islam RDTPALISH n

upon the distribution of wealth throygp

i ¢
hile the other economic systems are relateq the
class differences.

h Capitalism.

Capitalism stresses upon earning prof;, on)
the basis of demand and supply forces.

restricted in the Islamic Economic System.

certain limit. — —
(ii) Social welfare through the economic|(ii) Profit earning IS :gl)jl;:l;:ifrxw l‘nonm
activities is the main objective of the for';i'igamzmg IVities jp|
Islamic Economic System. capwaism. -
: — : it is|(iii) Capitalism takes hoarding as beneficis] for
(iii) Islam strictly prohibits hoarding and it is|( ) s arl;m o mione:préfitiifiitars

(iv) In the Islamic Economic System the
investment is promoted for the welfare off

In capitalism, the investment is promoteg|
only for the prosperity of the capitalists,

slamic Econo

ress of th

iﬂismr’s .hHe t-oriente

.

Q.5 Com L

Ans: of the Islamie cialism

(i) Th stem is bas s s¢ theory of
up i smof she Quran a Wcollec W Bresented by Sir
Sunnah e

(ii) e Islamic Economic S ourages|(li) issme_Con ownership
the i rshi i o

(iii) The Islamic Economic System does nbt Lﬂ strictions on|
enforce any restriction on economlic e 18 reetml. choice off
system. fe .

(iv) Under the Islamic Economic System th - € productive means are
government allows the private sector to under the ownership of the governmeant.

+ utilize the resources for public welfare.
(v) The Islamic Economic System discourages|(v) Socialism discourages the interest and

the interest and concentration of wealth
through the enforcement of Zakat and
Ushr System.

concentration of wealth through stopping|
the competition in open market.
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Compare Islamic Economic System with Capitalism and Socialism
e 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 Economic Sysiem

The system of economy which is based upon the principles of Islam as stated in the H.oly
Quran and Sunnah is called as the Islamic Economic System. This system is blessed to the Muslims

through the teachings of Allah in the Holy Quran. This system is collectively profitable because it
is free from all 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 System have
been derived from the teadRi Holy Quran and Sunnah, while the princip
have been derived on th nal or group intgfEet:
profit earning but upto a Certain limit but capitalism i
limit. It is the reason that capitalists take advantages 2
investments. The Islamic System does not 2
hands but capitalism enc prosperity of on
strictly prohibits hoarding but capitalism takes hoatdi

future. The Islamic (& il sociated to th
prosperity for the cam : ‘1
The Islamiec E . stem and So

Sogialism is the name of colle
role of caret ese resources fo 3
Islamic Economic Sys t system®Stress up

Economic System has its own unique status and

: nomic System does not resgrict on
the right of private ownership while socialism strictly prohibits the right of private ownership on

the productive means. The Islamic Economic System enforces a responsibility of every individual to
use his skills and production for the welfare of common people but in

socialism, the right of the
ownership of all productive means is given to the government. The Islamic Economic System
accepts the ri

ght of economic freedom and the choice of profession but in Socialism, this
fundamental ri

ght of citizens is restricted as the government itself decides to provide employment
according to skills, ability, technical efficiency of education of people.

Important Features or Characteristics of the Islamic Economie
!zﬂem

Important features or characteristics of the Islamic Economic System can be describ

- These features of the Islamic Economic System prove its superiority on any ot
conomic system.

Accountability

The Islamic Economic System is based upon the teachings. of the Holy Qura‘n and
o it enforces the responsibility to all individuals of adopting la.wt'ul means in the
tion of economic activities. As the economic struggle is progressed with the co-operation
other, so all members of an Islamic State are accountable to Almighty A}lah for their
and deeds on the day of judgment, so they should struggle for lawful earning and avoid

fOuowin g
existing e

Sunnah,
Organiza
of each
ictiong

k

'." and the D VEeIrnm
ialism h: mila; S
i ?%s ﬁ ti ic .
mﬂm alism. e [§lamic
unnag (]
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Chap. [ 4 Isiamic Ecomomic System

of ec fe anle.
from illegal methoas of econoniic Stnigy
(1) Collective Use of Notural Resources

The I.lamic Economic System gives a collective right to al exing

l!l. i

y . an

resources, so these productive means should be wsed tor the wellace of "“‘“kin:l“lr""'
5 : !

should use their resources as the trust blessed to them by Allah. So (he CConom|e \
the Islamic Economic System are associated with mutual cooperation and the Wellare g 'h\
(iii)  Private Ownership and Economic Freedom the g
The Islamic Economic System gives the ria_ht of private ownership ang econ
to all individuals of the State. It accepts the right of lawlul carned wealeh, howeve, ]:‘ f
use of wealch for the social welfare through the payment of Zakat, Ushy, Sadqat e, ““"‘lu,
(iv) Restrictions on Hoarding
The Islamic Economic System and Islam strietly prohibic ll("l\l'l"llﬂ becauge
harmful for society. The Islamic Economic System totally discourages Iumnling “» J‘“"’lﬁ
greed of earning illegal profit. Pomgy,
(v) Restriction on Drugs and Narcotics Trade

drugs, narcotics and alcoholie beverages is restricted Jy Islam, 5o thy |
Econorfii s not allow to or d sclling ol‘h..
narcotic® a ic beverages. L™

] ’ '
Aty "

2 -
(vi) < ic Principle |'I m
mic principles whikl : g0 ¢ Economie g
have the standard as compaged*t@ of dlL™h i | aopted in other mr,:'
sla

systems. [he

»
mic Economic Systemfidisgu RC ‘ sel t‘”dlu o and hmrdln...‘
th scrib ﬂ ive and com 4 ingiple FL .
di . i -
Qmmiswn of econ Dy

the main fe 3 S

L he : !
The System of Economy whigh m 1 alfl s d as the Systen of
I .

Mixed Economy. It is such an economhi a IR bEar e« ctOrs afd features of ba
soflg i d e 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 agricultmnl
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 can be

described as following. :

0 The System of Mixed Economy is beneficial. It is necessary for its auccmhhl
implementation that the policies should be devised after removing the defects- gt
capitalism and socialism. ;

(i) The system of mixed economy is the sum of capitalism and sociatism.-Fhe| i
done under this system from both in public and private sectors. Impora
department remain under the control of the government. The resources
government are increased through the implementation of this system. crial w0l

(iii) In the system of Mixed Economy, big business, production units, large indus f the
and public utility institutions are nationalized. It increases the expenditures ? o

> % cron
governmeant. Besides this the government also achieves monopoly in the
these units.

f the
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" he system of Mixed Economy, the business system of a country is divided into two

i - rts public sector and private se

ctor. 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 its capital for th 55
and development of private sector. 4 e progre

Long-term economic planning is the distinctive feature of the system of Mixed Economy.

of the economy of the country and the
economic plans. This stable and efféctive
tability of the economy of a country.

The experts take a complete and overall review
ets are selected for the implementation of

economic planning helps in the progress and s

JOIN
FOR
MORE!!!
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IMPORTANT MULTIPLE CHOICE QUESTIONS (M\

Q.1

(1)
()

(3)
C))

®)

®)
@)
®)
©

Choose the correct answer for each of the follomngm
t

options:

Islamic Law strictly prohibits:

(a) Hoarding (b) Earning

The principles of the Islamic Economic Syste
(a) Socialism

(¢) The Holy Quran and Sunnah

The Islamic Economic System promotes:

(@) Hoarding (b) Interest

The Islamic Economic System gives assuranc
(a) Stock bulldmg

(c) Employment
The Isla i
of profit
's prospenty
onomic System is bs
(a) Supporter (b) Caliph
conomic System di§c
(a (b) Wealth
The Is conomic System is/hot d§s 2

(@) Investment (b) Interes

and business| i

S§

(c) Wholesale Tra
The Economic

(c) Socialism

(c) Investment (d) Business
m have been derived from:

(b) Capitalism

(d) Islamic Ideology

(c) Lawful Earmng (d) Monopoly
e of providing equal OPportunities of.
(b) Business Expansion

(d) Wealth Accumulation

nomic System stress upon adopting economic activities for:

(b) The Iust for wealth
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o] 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, handica od
(i) Zakat they can fulflll thelr necessities in iy pped and helpless persons. Through

Islam allows saving but strictly prohibits the hoard )
W accumulation or concentration o arding of wealth. Zakat abolishes the

v s seoain ) f wealth because the payment of Zakat is according to
(iii) Zakat is levied dﬂl“tributhn of we pptemtvn

system of Zakat of wealth takes . -

their due share from the wealth of the rich thr
(tv) In the Islamic Eco tem, Zakat is coll

for the better purpo y used for the predehing
and helpless persons and for the management o eduiéarlt

the widows 0 -
) As Zakat is H'Jf mankind, 8o
l of Almighty mamm °

Q2 Write down the exempti
thing ich are ex

Ans: The Exemptions of Zakat

Following people are exempted from the pa
(1) Zakat payment is not imposed on the prope
(i) Mentally retarded persons are exempted from tHEpayien
(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 Zahat.

Ans: Economic Importance and Significance of z_alm!f .
The economic importance and significance of Zakat can be described as following.
() The system of Zl:;zt discourages the concentration of wealth, so it is helpful in the s
process of distribution of wealth. o e A
(i) Zakar abolishes the class conflicts in 2 society because the poor, needy and helpless |z
le are hopeful for bearing helped through Zakat. iy .
(1ii) m system also provides ig]p‘ in bringing economic stability because it encourages
(iv) %:k::puriﬁe: :Ifewv::!zld:f: on which it is paid, this concept stops the Muslim traders from

le. Zakar funds are also
(v) . on to needy, poor and helpless peop ;
ﬁ:;‘;;uﬁrﬁ::ﬁlﬂriﬁm of different social welfare centres like hospitals,
dispenceries, orphanages and handicrafts centres.
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Chap.15: Zahat, Ushr and Tax : e
Give the rate of Ushr in the light of hadit

Q.4
Ans: The RateofUshr . . .0 and is taken from
income which is feuteth | Hazrat Muhammad (S.A.W,) ,._:};:ln“me o

The part of The Prophet

: gt led as Ushr.
dptichltnrad pmd:g:;':c:;zai; the produce has to be taken as Ushr &ﬁom the la.nds
irrigated by rainfall, river water and lake water an ;n-e-t_wentuth
5 oduce has to be taken as Ushr from the land irrigated by
of the pr (Hadith of Prophet S.A.W.)

well." : r i
Q.5  Write down five c?nditifms of Ushr is being imposed. (OR) Desoy
the conditions of imposing Ushr.

The Conditions Imposin Ushr

el Ush following
The conditions of imposing Ushr aré .

(i) [t is not necessary to be Sahib-e-Nisab 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 Zyj,, |
is pai griculturist after the cultivation of crops.

(iii) Uﬂ n;t posed on the lands owned by non-adults am-i slaves.

(iv) U ied on the land upder-the ship of a tr :

(v) Ushr is also levied on Batai s mehose ded between g,

rm of money o,

lan d the tenants. U : el '
co i
Tlﬂﬂnt of Pakistan has ot 570 « ‘ 8 production frop
istafl Has"@iso” many committee
depart t IJOf Ushr.
Q‘G "M
Em

Nisab Za
Ans: Nisab-e-Zakat

A certain amount o
i L] 71/

levied 1¢

The Rate of Zakat

Zakat is to be paid from the ex]
Zakat is also payable on such animals whicli"a
on animals is different. One goat from 40 - 120 goat

or commercial purpc erateonakat.
s 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.

Write down the difference between Zakat and Ushr.

Q.7
Ans: Difference b/w 2akat and Ushr

A religious payment of the payh

A religious obligation of the payment on|(i
certain amount at a fixed ratio for the help share of agricultural produce:al
of needy people each year is called Zakat. e,

cultivation is ¢alled Ushr. -
Zakat is levied only on a Sahib-e-Nisab|(ii) It is not necessary to be a Sahib'e'Ni“b'
for the payment of Ushr.

(i1}

Muslim.
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The rate of Zakat is 2%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 explored
under private ownership.

(iii-rThe rate of Ushr is 10% from the

agricultural produce on the land 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.

The payment of Zakat becomes essential
for a Sahib-e-Nisab Mu
period of one year,

(v)

slim after thel .

A particular period is not fixed for the
Payment of Ushr, it is paid after obtaining

;gl:";cultural produce from a cultivable
Q8  Define Tax and describe briefly the kinds of Tax,
Ans: Tax

Tax.

Kinds of Tax

—

(i) Direct Tax
A tax wh ent canno
person has to pay i is called as
: HEENE

Example

1 %
() (i) *  we:

(i)

kind of tax is imposed many items again and again.
Examples
@ Sales Tax - (i)

Q.9
ns:

There are two

Indirect Tax

helpful in pleasing Allah.

A tax whose burden of the Payment can be

Zakat is a religious obligation of the
Muslims and the Payment of Zakat is

A compulsory t is necessary t
firms to che govemmentdﬂ i man

ent could man

itE(Tntninds of Tax which

Excise Duty

@)

oy

(iif)
Write down the point of difference between Zakat and Tqx.

Difference between Zakat and Tax

Duty Tax

The amount which is compulsory to be
Paid to the government so that the

government could manage the expenses of] e

public welfare is called Tax.

(ii)

Zakat is levied on the annual savings of

people. .

Tax is imposed on the income of people
per annum.

(iii)

The rate of Zakat has been fixed for all

time.

The rate of tax may be increased or
decreased.

(iv)

The payment of Zakat creates the passion

of sympathy and brotherhood.

(iv)

The payment of tax is helpful for the
government to manage its expenses.
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(v) The payment of tax can be exempted

Chap.15: Zakat,
Th f Zakat cannot be exempted
nt O ; :
= on:%m'-e-Nisab Muslim. under certain circumstances.
Profit and Loss Sharing Account.

Q.10 Write a note on
Ans: Profitand Loss Sharing Account
Tslamic law prohibits the transaction based upon interest. At present the business based

:on hag become very common even many of the Islamic States are doing the
business based uponl ipterest transaction through their banking system. In pakistan the banks and
other financial institutions were also engaged in the business based on interest. But after the
enforcement of Islamic System i the Government of pakistan introduced a system
interest free banking on January 1, 1981. Now all the banks and other financial institutions in
pakistan do their business on the basis of profit and loss sharing. For this purpose an account is
opened in banks on the basis of sharing in pro t .1 :°called as Profit and Loss Sharing
sponsible for profit and loss. In this case if he gains

the ban or financial

Account. When an 2 ,
nt is actually his pro
also adcording to the

upon intere

profit, then this_ amou

institution bears the account holder’

ratio of his de t. Under this system the deposited amounts of the account holders
will never be in inds of interest DEart iness '

All Pakistani banks provide capi siness to different
corporations lik ilding Finance C HB - a; g Corporation
(PTC), Cotton ﬁoration (CEC), : All of these

o r the development & - 1 day and night with the
iS nd at the whole
Ki : nking has now

corporations are
cooperation of banks. The better results are 2pg

business i est free g an. o
been enfor and has [b i palfticip g

s Eﬂ' willing for takin : is eX . They often

re i snd n Pakistan and

Islamic co
examine

send their delegations to Pakistan to
then enforce it in their own §
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Q.1 What is. tl.te meaning of Zakat. Describe in detai ..
economic importance of Zakas. etail the objectives and

Ans: Zakat

The literal meaning of Zakat is to pyrj . .
wealth collected by a person. On the b e grow. Thus Zakar practically purifies the

e n 8 . asis of religious conce t, Zak
payment which is levied on a Sahib-e-Nisab Muslim at a fixed rats e’:ac}il y::rmeans the compulsory

Nisab and Rate of 2akat
Zakat is levied on 52 tolas of silver or 71
and oth or 7% tolas of gold or the

same valued jewellery,
trade goods, cash money €r assets, this called Nisab-e-Z is 21
the fixed minimum Nisab or mepe | e-Zakat. The rate of Zakat is 2%% on

Holy Quran where theregi
with it. The first callliJ

A portance of Zakat is cleared that in the
of saying prayer, the p : essed along
taking the responsib | P

it is equal to just a piece of a rope, : ith. Hespractic - :ai‘ir;lg‘
severe steps for the ccfﬂl 2 i€ i ind 4P atl can be
described as following.

(i) Under every eco ystem, the socie

There is a great difference in the incomes o
Islam e

iﬂerence, the m
among ,helple the poor, e di
(ii) Some p s ¥ are able, educated fand'te

tQ start their work because i€
su thus the syste atgds a so
(iii) Zakatisa s ocial welfafe. It is collec

society. The amount collected through 2
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 rem:u:n' de.privc.:d
of the availability of fundamental necessities of life. This creates a disequilibrium in
economy. This problem can be solved by the implemr.:htatmn of the system of Zaka}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
helples le in society. . )

(v) Th:%ugilptizpeﬂ'ecﬁve- igplementation of the system of Zakat, people habitual of sa

their money. They avoid useless expenditure and pay Zakat by taking i&‘_s%& Fe gy

compulsory religious obligation. This system of Zakat is helpful in the circulation we

The Aims and Objectives of 2akat ,

\Takz_?isLaki;al of wealth tax which is imposed by Allah on us. System of Zakat is not

only associated to Snclalavalfare hut ks alsofhﬁlpﬁfl in acquiring economic stability. The main

H . . 1 d S IO meg- A

?il;ns - ?I'lﬁ;sv; :fizea;;::u:/a:sl;restif:c:? ;al:at, a social protection is provided to the poor, needy,
handicgapped and helpless persons. They can fulfill their necessities in society.
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(i1) Isiamic law gives permission for savings but strictly prohibits hoarding of weay A
effective system of Zakat abolishes hoarding completely because the amount of Zakay

will have to be paid more on the collection of much wealth. __
wealth in better and justified way. Unde, the

Chap.15' Zakat, Ushr and Tax

(iii) Zakat helps in the distribution of : .
implementation of an effective and just system Zakat, the rich will not become riche, and

the poor will not become poorer. .
(v’ Zakat is collected in Royal Treasury (Bait-ul-Maal) under the Islamic Economic System
h Zakat can be spent in better way. This amoung

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 tp,

provision of employment to people. _ )
h Zakat is consumed in serving humanity, therefore

) 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
:ﬂlﬂs paid on the agriculture produce of the cultivable land is called Ushr.
o P c - z . P S 3

The
As there is a co payment of Z nd cattle,
. It is not

similarly there is also a command of the pa

necessary for the Ushr at the end of
the cultivation of y times during a jye and crops
and it is taken fro sted crop in the fofm of cash o
o
te of 10% fi ad Whidlls
, which is

irrigated by : -
irrigated by &l ' firfigdtion like can olysProphet Hazrat
Muh ad (Peace be upon him) hi ed

"One-tent. has t¢

irrigated by means of‘rainfall, riye
twentieth of the produce has ta b
irrigated by well." Jadi Brophet § ‘
The rent of land has no connection wi ndlord for the

use of his land while Ushr is a part of sadaqat, so if a t payer
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.

()
(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.
W) The lands whose produce is to be divided between the landlord and the tenant are
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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‘hl'.‘"ls" a . .
- 3 Write @ note on beﬂef‘ftanes of Zakat. Describe in detail the
Q expenditures of Zakat in the light of the teachings of the Holy

Quran.

o gxpenditures of 2akat

An The distribution of the amount collected through Zakat is called as Expenditures of
and those People who have rights of receiving the amount of Zakat are called as Beneficiaries
t. According to the Holy Quran Zakat can be distributed among the following beneficiaries.
s in the Holy Quran:

"Zakat is only for the pauﬁers 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)

() The Handicapped and Pauper
Such people who have been very old and weak or they are handicapped and helpless in
per. As their capability of doing economic

carning their livelihood es are called as Pau
struggle has been ended, essary to help them.throug

(i)  The Poor

Zakat
of Zaka

Allah say

Those people reggnot Sahib-e-Nisab i mically i life hand
to mouth within their FEEcome are called : 8y 2 s ire the
necessities of life fully. s eople have very lo 7 g eir worse
cconomic condition they are not able to fulfill th basic i e, 8o they have fully
justified for the digtribugi lt ong them. -

(iii) Zaka "

Those re a d Tof the collectio

record of collection and the distrib
do labour in of the collecti stribu
Zakat funds even though they are Sahib-efNisab.

8
(iv) For Winning Hearts of the Cc ! : \_ .
Those people who are non-Muslims but the have i exteditorislamrand facing

the problems of economic struggle due to the oppc
right of receiving Zakat. Zakat can be distributed among them for winning

(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 recurning their loan from Zakat.

(vii) In the Way of Ailah _ AFA
Such actions and deeds which are done purely in the way of Allah are necessary to:be=.

supported economically through Zakat funds. So, the Mujahideen who are busy in fighting j

Holy war purely for Allah may be supported from Zakat funds.

(v"” Way Farer f H condition at any other place away
A travell been a victim of economic worse condition : : _

from his hor:lzvfs ?;S?i'ﬁzdh?gr obtaining Zakat even though he is rich and Sahib-e-Nisab at his
Ome.

' i hen it is

istributi akat, first of all the close relatives are preferred t

distribute[;o;::x}:)zdlcs):;:l):n::p(lf. ?I'Ahe Zakat funds collected in a particular region commonly
istributed amonggthe benl:gﬁcjarias of that region but if there are no beneficiaries then it may

tributed elsewhere.
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ap.15: Zakat, M S
Chap.15: Z kat, Ush T = E QUEST,OHS ‘MCQS)—M

ORTANT MULTIPLE CHD 0
mum‘ﬂawuuﬂw ) . r :
Q1 Ch Jose the correct answer for cach of the follow:ng from the giye,
. (4]

options:
(1) '{he r;tsquf Zakat is: a5 © 22 % @ 12.5%

a) 7. 4.5 22.5%
) Isl)amic Law strictly prohibits: ®) Distribution C;S’W;;lth

Barn B Hoarding of Wea t

E:; Producstion of Wealth 'mrodt(:i):d ___,’B-—L-——'in‘:"'
3) In Pakistan, interest free ba.;l;:.;g I;Vas i S Ui . ——

&_alz é980 rﬁ:&ﬁt of(g;);ki’_’-—_-g fan ha; i;nposed the levy of Ushr on lands watered by rains i
4) e Gove

e °F o 10% @ 12% @ 15%

it ing i direct tax? _
@ b g Oru.;ill:sn;;: &5 (c) Property of Tax (d) Wealth Tax
-'_.—_-_.- -

(6) g:’)hiclh g is not an indirect t? o s

(a) Excise Duty ) General Sale$ 1:

of Direct}l

7 It is the on form N N Bt 1
(a) Sal by Fees . &
8 It is the Mo on form of Indire : Jich Tas Propefty Tax

(a) Income Tax (b) Sales Tax

a:
® ? i l-landicappe d
(10) P ri -ccount in Pd

(a) June 30, 19

c) January 01, 1981
(11) im Cali ard st
(a) Hazrat Abu Bakr R.
(c) Hazrat Usman R.A.
(12) It is considered as a kind of Charity ©
(a) Tax (b) Custom Dut
(13) According to Hadith, the rate of Us
(a) One-fifth of the produce the produc
(d) One-twelfth of the produce

(c) One-tentn of the produce
gated by well is:

Hadith, the rate of Ushr on the lands irri

(14) According to
(a) One-cleventh of the produce (®) One-twelfth of the produce
(© One-twenticth of the produce (d) One-sixth of the produce
collected in:

(15) Under the Islamic Economic System Zakat is
(a) Bait-ul-Hikmat
“(c) Bait-ul-Mal

(b) Bait-ul-Ta'an
(d) Bait-ul-Khidmat

(16) The land is exempted from Ushr if its produce is less than:
(a) 1500kg (b) 2000kg (c) 2500kg (d) 940k

(17) . The rate of Ushr on the land which is irrigated by natural resources like rain

(@) 5% : (b) 10% (c) 15% (d) 30%—
(18) The rate of Ushr on the land which is irrigated by artificial means is:

@) 5% _ ®) 10% (c) 20% (d) 30%
(19) I(Js)hr 1s also levied on the produce obtained from:
-~ a) Cotton Mills (b) Mines (c) Fore fes
33 , _ _ ) sts (d) Cement Facton
(20) The rate of Zakat on the minerals which are mined under private ownership is

(a) 2.5% ®) 10% () 20% (d) 25%





