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MCQ’S FOR PRELIMINARY EXAMINATION                                

1. Open Acreage Licensing (OAL), Discovered Small Fields (DSF) and Production Enhancement 

Contracts (PEC), are recently in news, they related to which of the following? (Current Affairs) 

a) Textiles 

b) Automobiles 

c) Oil & Gas  

d) None of these 

2. With reference to block deals introduced by SEBI, which of the following statements is/are 

correct? (Indian Economy) 

I. The minimum ticket size of the block deal is revised to 50 lakhs. 

II. Under the new rules, SEBI would provide two block deal windows — morning and afternoon — of 

15 minutes duration each. 

 Select codes: 

a) I 

b) II 

c) I, II 

d) None of these. 

3. With reference to Viability Gap Funding (VGF), which of the following statements is/are correct? 

(Indian Economy) 



 

 

I. Viability Gap Finance means a grant to support projects that are economically justified but not 

financially viable. 

II. VGF grants will be available only for infrastructure projects where private sector sponsors are 

selected through a process of competitive bidding 

a) I 

b) II 

c) Both a) &b) 

d) None of these 

 

DESCRIPTIVE QUESTIONS FOR MAIN EXAMINATION 

1. State whether recent recapitalisation of PSB is the Government of India’s decisive package to 

restore the health of the Indian banking system? Does it a monumental step forward in safeguarding 

the country’s economic future? (Indian Economy) 

SOLUTION (MCQ’S)  

1. c 

Explanation: 

OALP :  It is part of the strategy to make India a business and investor friendly destination and cut 

import dependence by 10% and achieve the plan to double double  existing oil production from 

current 80 million metric tons to about 150-155 million metric tons by 2022.  

DSF: The Government had approved the Discovered Small Field policy in 2015 with its main objective 

to bring Discovered Small Fields to production at the earliest so as to enhance the domestic 

production. 

PEC: Following the sustained and steady fall in production from both onshore and offshore fields of 

oil major ONGC since 2006-07, the Directorate General of Hydrocarbons (DGH) plans to push the 

company into more production enhancement contracts (PEC). 

2. b 

Explanation: The minimum ticket size of the block deal is revised from 5 crores to 10 crores. 

3. c 

                                                             



 

 

DESCRIPTIVE QUESTIONS 

MODEL ANSWERS 

1. Context: The government seems to have realised that a simpler, more effective remedy is at hand: 

recapitalising public sector banks (PSBs) and enhancing the flow of credit. The proposal to 

recapitalise PSBs to the extent of ₹2.11 trillion (₹2.11 lakh crore) is a winner by any reckoning. It is, 

perhaps, the most effective way to provide a much-needed fiscal stimulus to the economy and 

revive growth. 

Restoring the health of banking system: 

 The government’s move to recapitalise banks changes the picture. Of the ₹2.11 trillion 

package, ₹1.35 trillion will be towards issue of recapitalisation bonds. PSBs will subscribe to 

these bonds. The government will plough back the funds into banks as equity. Another ₹180 

billion will be provided as budgetary support. The remaining ₹580 billion will be raised from 

the market. Analysts believe the package should enable banks to provide adequately for 

NPAs and support modest loan growth. Once PSBs have enough capital and are in a mood to 

lend, they can liquidate excess holding of government securities and use the cash to make 

more loans. 

 The recapitalisation programme for public sector banks is likely to boost equity market 

sentiment as it fuels growth recovery hopes, but should be followed up with structural 

changes at such banks for better results. 

 The government brought out the IBC before the PSB recapitalisation to ensure banks begin 

the cleaning-up process prior to the capital infusion. He said a mere recapitalisation plan 

would have only resulted in ‘encouraging the perpetuation of old problems. These reforms 

are causing a fundamental shift in the way business was done in India. 

Safeguarding the country’s economic future: 

 International norms allow borrowings for bank recapitalisation not to be counted towards 

the fiscal deficit. In the past, India has used this accounting fudge. The proposed 

recapitalisation bonds are likely to add to the fiscal deficit unless the government resorts to 

other fudges such as getting the Life Insurance Corporation of India or a separate holding 

company to issue the bonds. The government should not worry unduly about missing the 

fiscal deficit target of 3.2% of GDP. The markets will understand that the fiscal stimulus is 

well spent. 

 The International Monetary Fund has documented 140 episodes of banking crises in 115 

economies in the world in the period 1970-2011. The median cost of bank recapitalisation in 

these crises was 6.8% of GDP. India’s cost of recapitalisation over a 20-year period is less 

than 1% of the average GDP during this period. 

 


