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ECONOMICS (HINGLISH)

CIRCULAR FLOW OF INCOME

Let Us Recapitulate

1. 

Classify the following as real �ow or money

https://doubtnut.app.link/lkek2J5wfhb
https://doubtnut.app.link/MVcbJvrhfnb
https://doubtnut.app.link/MVcbJvrhfnb
https://dl.doubtnut.com/l/_bl1R0xVfvZqj


�ow 

Rent paid to the landloard by a tenant.

Watch Video Solution

2. 

Classify the following as real �ow or money

�ow 

A television set purchased by a consumer.

Watch Video Solution

https://dl.doubtnut.com/l/_bl1R0xVfvZqj
https://dl.doubtnut.com/l/_eIjKaXW4rcB9


3. Classify the following as real �ow or money

�ow 

Services provided by a teacher in a

government school.

Watch Video Solution

4. Classify the following as real �ow or money

�ow 

Old age pension given to old people by the

government.

https://dl.doubtnut.com/l/_MlxHBEhuto4B
https://dl.doubtnut.com/l/_icyvQr3r7gej


Watch Video Solution

5. Classify the following as real �ow or money

�ow 

Purchase of cement for construction of a

house.

Watch Video Solution

6. Classify the following as real �ow or money

�ow 

https://dl.doubtnut.com/l/_icyvQr3r7gej
https://dl.doubtnut.com/l/_MjaogFiudONE
https://dl.doubtnut.com/l/_9FZ0DYhq0g9C


Payment made for goods and services to

producer sector by the government sector.

Watch Video Solution

7. Classify the following as stock or �ow 

National income

Watch Video Solution

8. Classify the following as stock or �ow 

Wealth of a nation

https://dl.doubtnut.com/l/_9FZ0DYhq0g9C
https://dl.doubtnut.com/l/_Yri8AusnKjJG
https://dl.doubtnut.com/l/_AO8a5aB2Kr88


Watch Video Solution

9. Classify the following as stock or �ow 

Loans taken by the country from rest of the

world

Watch Video Solution

10. Classify the following as stock or �ow 

Depreciation of machines

Watch Video Solution

https://dl.doubtnut.com/l/_AO8a5aB2Kr88
https://dl.doubtnut.com/l/_0emfUQMUQqkT
https://dl.doubtnut.com/l/_WEQljYnVISrF


11. Classify the following as stock or �ow 

Closing stock of a �rm

Watch Video Solution

12. Classify the following as stock or �ow 

Losses

Watch Video Solution

https://dl.doubtnut.com/l/_WEQljYnVISrF
https://dl.doubtnut.com/l/_0RqljxUrEO2m
https://dl.doubtnut.com/l/_PAlBbbPb5W5f


13. Classify the following as stock or �ow 

Pro�ts

Watch Video Solution

14. Classify the following as stock or �ow 

Savings

Watch Video Solution

https://dl.doubtnut.com/l/_14CGSEvtd497
https://dl.doubtnut.com/l/_ZZ3sOAHTOWfM


15. Classify the following as stock or �ow 

Capital

Watch Video Solution

16. Classify the following as stock or �ow 

Balance in bank account

Watch Video Solution

https://dl.doubtnut.com/l/_CGV6obB2CdXD
https://dl.doubtnut.com/l/_4Z8bU4jdbL9N


17. Classify the following as stock or �ow 

Production

Watch Video Solution

18. Classify the following as stock or �ow 

Money supply

Watch Video Solution

https://dl.doubtnut.com/l/_FTqVEd16iEr0
https://dl.doubtnut.com/l/_vyxhjRk0hKxM


19. Classify the following as stock or �ow 

Gross domestic product

Watch Video Solution

20. 

Classify the following as stock or �ow 

Bank deposits as on 31 Dec 2017

Watch Video Solution

https://dl.doubtnut.com/l/_hbba0oOB8BRz
https://dl.doubtnut.com/l/_sKpqz1Sh2kzZ


21. There are _ phases in the circular �ow of

income.

A. 2

B. 3

C. 4

D. 5

Answer: B

Watch Video Solution

https://dl.doubtnut.com/l/_tko7f09sWgOu


Mcqs

1. Which of the following is a Basic economic

activities?

A. (a)production

B. (b)capital formation

C. (c)consumption

D. (d)all of these.

Answer: D

Watch Video Solution

https://dl.doubtnut.com/l/_TFSEkBu5l6u4


2. Flow of goods and services is

A. real �ow

B. interest �ow

C. money �ow

D. none of these.

Answer: A

Watch Video Solution

https://dl.doubtnut.com/l/_TFSEkBu5l6u4
https://dl.doubtnut.com/l/_nHwXqrS9dM44
https://dl.doubtnut.com/l/_org3rqQHTnzP


3. Example of stock

A. income

B. monetary expenditure

C. capital formation

D. wealth.

Answer: D

Watch Video Solution

4. Circular �ow is of _______ types

https://dl.doubtnut.com/l/_org3rqQHTnzP
https://dl.doubtnut.com/l/_yvvFpPsJKW1L


A. four

B. two

C. three

D. all of these.

Answer: B

Watch Video Solution

5. An activity which results in value addition is

A. consumption

https://dl.doubtnut.com/l/_yvvFpPsJKW1L
https://dl.doubtnut.com/l/_LlF6ft8BQ7eO


B. investment

C. production

D. exchange.

Answer: C

Watch Video Solution

6. A phase of circular �ow of income :

A. production

B. distribution

https://dl.doubtnut.com/l/_LlF6ft8BQ7eO
https://dl.doubtnut.com/l/_TXYhrFDuScdm


C. disposition

D. all of these.

Answer: D

Watch Video Solution

7. The sector which owns factor services :

A. (a)producer

B. (b)government

C. (c)household

https://dl.doubtnut.com/l/_TXYhrFDuScdm
https://dl.doubtnut.com/l/_VQ8lq1S8GpKF


D. (d)none of these.

Answer: C

Watch Video Solution

8. Which of the following is a stock ?

A. Wealth

B. Saving

C. Exports

D. Pro�ts

https://dl.doubtnut.com/l/_VQ8lq1S8GpKF
https://dl.doubtnut.com/l/_KeOkJEQAeqey


Answer: A

Watch Video Solution

9. Which of the following is not a �ow ?

A. capital

B. income

C. investment

D. depreciation

Answer: A

https://dl.doubtnut.com/l/_KeOkJEQAeqey
https://dl.doubtnut.com/l/_fvucYhJpcRl8


Watch Video Solution

10. Quantity measured at a point of time.

A. depreciation

B. stock

C. income

D. production

Answer: B

Watch Video Solution

https://dl.doubtnut.com/l/_fvucYhJpcRl8
https://dl.doubtnut.com/l/_Xg67PKvwy3QU


11. Which one of the following is a stock

variable ?

A. income

B. Saving

C. expenditure

D. money supply

Answer: D

Watch Video Solution

https://dl.doubtnut.com/l/_Xg67PKvwy3QU
https://dl.doubtnut.com/l/_PBPZs0e8kSLk
https://dl.doubtnut.com/l/_2BOyCYx4KFoK


12. Which of the following represent money

�ow :

A. 

B. 

C. 

D. 

Answer: C

Watch Video Solution

https://dl.doubtnut.com/l/_2BOyCYx4KFoK


Objective Type Question

1. De�ne circular �ow.

Watch Video Solution

2. 

Name three phases of circular �ow of income.

Watch Video Solution

https://dl.doubtnut.com/l/_SOxiyS0oq2bN
https://dl.doubtnut.com/l/_cTcpYwjg1Hg6


3. What are �ow variables ?

Watch Video Solution

4. What are stock variables ?

Watch Video Solution

5. Name the sectors in which circular �ow of

income can be studied.

Watch Video Solution

https://dl.doubtnut.com/l/_T51f5uTzBIwp
https://dl.doubtnut.com/l/_uyHJWEu1Sv1P
https://dl.doubtnut.com/l/_NAj0ad8rwxSP


6. Which of the following is a factor income?

A. Old age pension

B. Unemployment allowance

C. Interest received by a household from

deposit in a bank

D. Pocket money

Answer: C

Watch Video Solution

https://dl.doubtnut.com/l/_NAj0ad8rwxSP
https://dl.doubtnut.com/l/_t8NRpKNGBaM5


Conceptual Questions

1. What is circular �ow of income ?

Watch Video Solution

2. De�ne the types of circular �ow.

Watch Video Solution

https://dl.doubtnut.com/l/_t8NRpKNGBaM5
https://dl.doubtnut.com/l/_gJCDiyHlx4mz
https://dl.doubtnut.com/l/_EGSvKai7mPL6


3. What is the signi�cance of circular �ow

models ?

Watch Video Solution

4. De�ne injections.

Watch Video Solution

5. From the macro point of view, an economy is

divided into _ sectors.

https://dl.doubtnut.com/l/_lxan13EpAGbX
https://dl.doubtnut.com/l/_q6EcONNgoWcc
https://dl.doubtnut.com/l/_AEwU9V1phSnb


Hots

A. 2

B. 3

C. 4

D. 5

Answer: C

Watch Video Solution

https://dl.doubtnut.com/l/_AEwU9V1phSnb


1. "Flow of income is circular in a two-sector

economy". Comment.

Watch Video Solution

2. The production phase of the circular �ow of

income involves :

A. Production of goods and services

B. Flow of factor income

C. Expenditure on goods and services

https://dl.doubtnut.com/l/_FVFOR2mvK3QR
https://dl.doubtnut.com/l/_ZLKWFfZ0XNp4


Value Based Questions

D. None of these

Answer: B

Watch Video Solution

3. Why is the �ow of income and product

called a circular �ow ?

Watch Video Solution

https://dl.doubtnut.com/l/_ZLKWFfZ0XNp4
https://dl.doubtnut.com/l/_xg8TCcP4YLPC
https://dl.doubtnut.com/l/_qSOVC6U95mgJ


1. Imports create leakages in the circular �ow

of income. Do you agree ? How in your opinion

the leakages can be corrected ?

Watch Video Solution

2. Government provides subsidies to

producers and transfer payments to the

households. It increases government

expenditure. How can this excessive

expenditure be reduced ?

https://dl.doubtnut.com/l/_qSOVC6U95mgJ
https://dl.doubtnut.com/l/_uv6GzNfckoJH


Guidelines To Ncert Question

Watch Video Solution

1. Why should the aggregate �nal expenditure

of an economy be equal to the aggregate

factor payments ? Explain.

View Text Solution

2. What are the four factors of production and

what are the remunerations paid to each of

https://dl.doubtnut.com/l/_uv6GzNfckoJH
https://dl.doubtnut.com/l/_ZwLOOZXs8pYe
https://dl.doubtnut.com/l/_dQIH8FwhZQul


these called?

Watch Video Solution

3. Distinguish between stock and �ow.

Watch Video Solution

4. Describe the four major sectors in an

economy according to macroeconomic point

of view.

Watch Video Solution

https://dl.doubtnut.com/l/_dQIH8FwhZQul
https://dl.doubtnut.com/l/_uBMYnZnYCOlO
https://dl.doubtnut.com/l/_BtI2bNrkIl1U


Very Short Answer Type Question

1. Name the two sectors in which real �ow

takes place in a simple economy.

Watch Video Solution

2. What is meant by stock variable ?

Watch Video Solution

https://dl.doubtnut.com/l/_BtI2bNrkIl1U
https://dl.doubtnut.com/l/_tttTeEq3f4sT
https://dl.doubtnut.com/l/_uQN2hFLCfHKU
https://dl.doubtnut.com/l/_D3jVNOO1lZcQ


3. De�ne �ow variable/�ows.

Watch Video Solution

4. What is circular �ow of income ?

Watch Video Solution

5. De�ne money �ow.

Watch Video Solution

https://dl.doubtnut.com/l/_D3jVNOO1lZcQ
https://dl.doubtnut.com/l/_mhN88t1PuRsY
https://dl.doubtnut.com/l/_4XRrVyPnCbDV
https://dl.doubtnut.com/l/_M9lZutHRoNh3


6. De�ne the types of circular �ow.

Watch Video Solution

7. What is the function of households in the

circular �ow (two-sector model) ?

Watch Video Solution

8. Is national income a stock concept or �ow

concept ?

https://dl.doubtnut.com/l/_M9lZutHRoNh3
https://dl.doubtnut.com/l/_yAqxElWcEoeC
https://dl.doubtnut.com/l/_wGuUClNJQvNs


Short Answer Type Question

Watch Video Solution

9. What is meant by real �ow or physical �ow ?

Watch Video Solution

10. Name three phases of circular �ow of

income.

Watch Video Solution

https://dl.doubtnut.com/l/_wGuUClNJQvNs
https://dl.doubtnut.com/l/_7qZjqTvgbLDF
https://dl.doubtnut.com/l/_kxU5O9K7XRTk


1. Discuss the concept of stock and �ow. Why is

national income a �ow concept ?

Watch Video Solution

2. Explain the circular �ow of income.

Watch Video Solution

https://dl.doubtnut.com/l/_EicqWiiYIEWC
https://dl.doubtnut.com/l/_PmtcnSW2Wlm6


3. "In a two-sector economy without �nancial

market, the �nal consumption expenditure by

households is equal to the factor income

received by them". Defend or refute.

Watch Video Solution

4. What is meant by circular �ow of income ?

Distinguish between real �ow and money �ow.

Watch Video Solution

https://dl.doubtnut.com/l/_dctbOzFQgUrz
https://dl.doubtnut.com/l/_LrEkiVMRr7Y1
https://dl.doubtnut.com/l/_dC4hgsyDT2Ev


5. What are the di�erent phases of a circular

�ow of income ?

Watch Video Solution

6. "Households and Firms depend on each

other in the circular �ow of income . " Justify

the statement in case of a two - sector model.

Watch Video Solution

https://dl.doubtnut.com/l/_dC4hgsyDT2Ev
https://dl.doubtnut.com/l/_YfSAgXZvzeuT


7. Di�erentiate between injections and

leakages. Give two examples of each.

Watch Video Solution

8. Distinguish between stocks and �ows. Give

two examples of each.

Watch Video Solution

https://dl.doubtnut.com/l/_P9UBJzIVwM46
https://dl.doubtnut.com/l/_w6LOV3Mek3bt


Long Answer Type Question

9. 

Giving reasons categorise the following into

stock and �ow (i) capital (ii) saving (iii) gross

domestic product (iv) wealth.

Watch Video Solution

1. Brie�y explain the money �ow and the real

�ow of income.

https://dl.doubtnut.com/l/_B91tqeA0K23m
https://dl.doubtnut.com/l/_LvS0n9amfLvS


Watch Video Solution

2. Explain the importance of circular �ow of

income.

Watch Video Solution

3. Describe the circular �ow of income in a

two-sector economy (without �nancial

market).

Watch Video Solution

https://dl.doubtnut.com/l/_LvS0n9amfLvS
https://dl.doubtnut.com/l/_1Jbx2sV3H6Up
https://dl.doubtnut.com/l/_SQNtmNBfZkhY


4. 

Explain with diagram, the circular �ow of

income giving suitable example.

Watch Video Solution

https://dl.doubtnut.com/l/_X3EujrOsBgI8

