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MCQ’S FOR PRELIMINARY EXAM 

1. With reference to capital adequacy ratio, which of the following statements is/are correct? (Indian 

Economy) 

I. Capital Adequacy Ratio (CAR) is the ratio of a bank's capital in relation to its risk weighted assets and 

current liabilities. 

II. The risk weighted assets take into account credit risk and market risk. 

Select codes: 

a) I 

b) II 

c) I, II 

d) None of these 

2. Consider the following statements with reference to APEC (Asia-Pacific Economic Co-operation). 

(International Organization) 

I. India was an original signatory of the forum. 

II.Peru is the only South American nation to sign the treaty.  

Which of the above statements is/are not correct? 

Select codes: 

a) I 

b) II 

c) I, II  

d) None of these 

3. With reference to MFN (Most Favored Nation) tariff, which of the following statements is/are 

correct? (International Organization) 



 

 

I. It is part of WTO’s Non-discriminatory trade policy commitment offered by one country to another on 

a reciprocal basis 

II. Common markets, customs unions, and free trade areas, however, are not exempted from MFN 

provisions.  

Select codes: 

a) I 

b) II 

c) I, II  

d) None of these 

DESCRIPTIVE QUESTIONS FOR MAIN EXAMINATION. 

1. State whether center’s decision to scrap no-detention policy may fraught with the danger of going 

back to a regime of early dropouts? Critically comment. (Education &related issues) 

2. Do you think that the proposed RCEP (Regional Comprehensive Economic Partnership) FTA boosts 

china plans for global dominance? In this context also discuss how it is going to impact India’s trade 

balance. (International Relations) 

SOLUTION (MCQ’S) 

1. a 

Explanation: The risk weighted assets take into account credit risk, market risk and operation risk. 

2. b 

Explanation: Peru and Chile were two South American nations to sign the treaty.  

3. a 

Explanation: Common markets, customs unions, and free trade areas, however, are exempted from 

MFN provisions. 

DESCRIPTIVE QUESTIONS: 

MODEL ANSWERS 

Q1. 

No detention policy:  When the Right of Children to Free and Compulsory Education Act became law in 

2010, it appeared to be a bulwark against the various ills that prevent continued schooling of all children 



 

 

up to the secondary level. The guarantee of uninterrupted schooling that the Act provides under 

sections 16 and 30(1) is founded on the no-detention policy until Class 8. 

The debate: The decision of the Union Cabinet to scrap the no-detention policy at the elementary level, 

and introduce detention of students who fail a designated test in Class 5 or 6, is fraught with the danger 

of going back to a regime of early dropouts. Such a move can only feed the pool of cheap child labour 

that has been the notorious record of the school education system, and facilitate the newly liberalised 

norms of allowing child labour under the guise of family enterprises. 

India’s elementary education system may be getting better at providing access to greater numbers of 

children, but has never really been able to answer the question, what is the measure of its success? If 

producing curious minds that have had exposure to life skills is the test, the system generally scores 

poorly, since it primarily emphasises competition, tests and scores. In spite of policy improvements, it 

has to contend with a significant dropout rate. In 2015, that figure stood at about 5% at the primary 

level and over 17% at the secondary level, with government schools affected more. 

Way forward: Building a schooling system that caters to every child without turning it into a testing 

factory is a challenge, but it should actually be easier in an era of robust economic growth, when there is 

a mismatch between the demand for a skilled adult labour force and what the system prepares the 

country’s youth for. Rather than detain a child early through a stigmatising test, a progressive system 

would open avenues for skills training after the elementary level for those who would prefer that over 

academic studies. Such a model has served industrial nations such as Germany for decades, raising the 

standard of living for all, while ensuring economic productivity. The objective is not to relegate academic 

attainments to a second order priority. 

Transferring the onus of performance in a narrow testing framework to children, many of whom come 

from underprivileged backgrounds, can only produce a less literate citizenry. A more open and liberal 

approach to schooling will have good long-term outcomes. 

Q2. 

About RCEP: The RCEP is billed as an FTA between the 10-member ASEAN bloc and its six FTA partners 

— India, China, Japan, South Korea, Australia and New Zealand. When inked, it would become the 

world’s biggest free trade pact. This is because the 16 nations account for a total GDP (Purchasing Power 

Parity, or PPP basis) of about $50 trillion (or about 40% of the global GDP) and house close to 3.5 billion 

people (about half the world’s population). India (GDP-PPP worth $9.5 trillion and population of 1.3 

billion) and China (GDP-PPP of $23.2 trillion and population of 1.4 billion) together comprise the RCEP’s 

biggest component in terms of market size. 

Advantage China: The FTAAP spans 21 Asia-Pacific Economic Cooperation countries, including the U.S. 

and China, but does not cover India (though it has sought to be an APEC member). With the U.S. 

withdrawing from the Trans Pacific Partnership — a mega-regional FTA not involving India and China — 

that similarly aimed to help establish the FTAAP, the path is clear for China to push ahead with this 

strategic initiative to its advantage through the RCEP. 



 

 

Chinese Commerce Minister Zhong Shan said the RCEP “highly echoes the Silk Road spirit.” The Silk Road 

Economic Belt (on land) and the Maritime Silk Road (via the ocean) comprise China’s Belt and Road 

Initiative that India had opposed on strategic grounds. 

Impact on India’s trade balance: 

Even without a bilateral FTA, India was already affected by China’s overhang of excess capacity in 

sectors including metals, chemicals and textiles. Goods imports from China have been far outpacing 

India’s shipments to that country (India’s exports are mainly troubled by China’s non-tariff barriers). This 

has led to goods trade deficit with China widening from just $1.1 billion in 2003-04 to a whopping $52.7 

billion in 2015-16, though easing slightly to $51.1 billion in 2016-17. India’s FTA strategy has to be 

guided by the ‘Make In India’ initiative that aims to boost domestic manufacturing and job creation 

within India.  

India is the only participant that has a high level of merchandise trade deficit … Its trade deficit with 

RCEP countries is also more than half its global trade deficit. It also showed that India’s trade deficit with 

China is over three times its exports to China (in 2014), a situation not matched by any other RCEP 

member except Cambodia. Considering India’s vulnerabilities and large bilateral trade deficits, India will 

need substantial flexibilities to deal with China. A longer phase out period with back loading of 

concessions, particularly on sensitive products, will be essential. 

Concluding remark: Once completed, RCEP will also provide preferential access to each country’s 

markets. BRI could help China address some of its excess capacity in industries such as steel and cement, 

since infrastructure projects supported by the initiative would boost external demand for Chinese 

exports. The initiative could provide a means for Chinese industries with excess capacity to export 

equipment that is currently idle. It is pertinent for India to note this larger picture even as it sees the 

RCEP as “a beacon of hope for free trade” and a pact offering “a positive and forward-looking alternative 

in the face of growing protectionism across the world. 

 

 

 

 

 

 

 

 

 


