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MCQ’S FOR PRELIMINARY EXAM 

1. With reference to NIIF (National Investment and Infrastructure Fund), which of the following 

statements is/are correct? (Indian Economy) 

I. It is same as NIF (National Investment fund). 

II. ADIA (Abu Dhabi Investment Authority) of UAE will become the first institutional investor in NIIF’s 

Master Fund. 

Select codes: 

a) I 

b) II 

c) I, II 

d) None of these 

2. CHAMAN project was launched in which of the following field? (Govt Schemes) 

a) Agriculture 

b) Horticulture 

c) Water Conservation 

d) Green Fertilizers 

DESCRIPTIVE QUESTIONS FOR MAIN EXAMINATION. 

1. State whether the solution to the current slowdown in growth lies in widening the fiscal deficit 

and allowing borrowing space to revive private investment? Critically comment. (Indian Economy) 

 



 

 

SOLUTION (MCQ’S) 

1.b 

Explanation: It is not same as NIF(National Infrastructure Fund). 

2.b 

Explanation: The project called CHAMAN (Coordinated programme on Horticulture Assessment and 

Management using geo informatics) is implemented at a cost of Rs. 13.38 crore for duration of three 

years starting 2014 till 2017. 

Under the project, the remote sensing technology and sample survey techniques will be used for 

production forecasting of major horticultural crops in select districts. Other components include 

geospatial applications for horticultural development and management planning (site suitability, 

post-harvest infrastructure, crop intensification, GIS database creation, orchard rejuvenation, aqua-

horticulture). Besides, detailed scientific field level studies will be conducted for developing 

technology for crop identification, yield modelling and disease assessment. 

DESCRIPTIVE QUESTIONS: 

MODEL ANSWERS 

1. Context: The Gross Fixed Capital Formation (GFCF) rate has touched the level of 27.5% in the first 

quarter of 2017-18. A year ago, it was 29.2%, and a decade ago, it was 10 percentage points higher. 

In recent years, public investment has shown a small rise. The decline in the investment rate has 

been largely due to a decline in the private investment rate, both corporate and household. 

Widening fiscal deficit: 

Given this situation, policy initiatives must be directed towards raising private investment. However, 

some have argued for a strong fiscal stimulus through an increase in public investment by relaxing 

the fiscal deficit.  

There are two problems with this argument------------- 

First, the focus on fiscal deficit is mainly to ensure that the private sector has sufficient borrowing 

space. This is clearly set out in the Report of the Twelfth Finance Commission (TFC) chaired by the 

first author and which was reiterated by the recent Report of the Fiscal Responsibility and Budget 

Management (FRBM) Review Committee chaired by N.K. Singh, former Revenue and Expenditure 

Secretary and former Member of Parliament. The argument in the TFC was that when the 

transferable saving of the household sector relative to GDP is 10% and an acceptable level of current 

account deficit 1.5%, containing the aggregate deficit of the Centre and States at 6% and providing 

1.5% to the public sector enterprises would leave 4% borrowing space to the private sector. 

Similarly, the target of debt-GDP ratio at 60% in 2023 from the present level of 70% (with the Centre 

and States required to contain their ratios at 40% and 20%, respectively) is supposed to be achieved 

by limiting the fiscal deficit at 3% of GDP in the first three years and 2.5% in the next two by both the 

Centre and States. 



 

 

Second, over 60% of the estimated fiscal deficit at the Centre in 2017-18 (1.9% out of 3.2%) is 

revenue deficit. At the State level, when the impact of loan waivers, additional interest payments on 

account of Ujwal DISCOM Assurance Yojana (UDAY) and possible impact of pay revision is 

considered, the revenue deficit may increase by 1% of GDP. Thus, the problem of proliferation in 

revenue deficit continues. The golden rule which the U.K. wanted to follow set no limit on fiscal 

deficit. But borrowing was limited to only financing capital expenditures. The implication is revenue 

deficit will be nil. We are far from this. 

Concluding remark: 

The solution to the current slowdown in growth lies in reviving private investment, recapitalising 

banks to enable them to lend more and speedy completion of stalled projects. Fiscal policy can at 

best play a role in creating the appropriate climate. 

Fiscal prudence is one of the elements in sustaining growth over an extended period. The fiscal 

deficit rules that we have evolved are consistent with the level of savings and the demands of the 

various sectors on those savings. Our adherence to the fiscal rules has been weak. They have been 

more honoured in breach than in observance. 

We are passing through a difficult situation. Even to maintain government expenditures at the 

budgeted levels, there will be a slippage in the fiscal deficit budgeted because of the likely fall in 

revenues. The slippage in fiscal deficit by a few decimal points may not matter but any aggressive 

attempt to widen the fiscal deficit will land us in problems 


