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CIRCULAR FLOW OF INCOME

Higher Order Thinking Skills Questions

1. ' In a two -sector , national product is equal

to income. " Comment.

https://doubtnut.app.link/lkek2J5wfhb
https://doubtnut.app.link/MVcbJvrhfnb
https://doubtnut.app.link/MVcbJvrhfnb
https://dl.doubtnut.com/l/_4PQAyJc8Adhn


View Text Solution

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

economy". Comment

View Text Solution

3. How does real flow consist of factor flow and

product flow ?

View Text Solution

https://dl.doubtnut.com/l/_4PQAyJc8Adhn
https://dl.doubtnut.com/l/_rWhNtphAQdi7
https://dl.doubtnut.com/l/_DikvtYoculKs
https://dl.doubtnut.com/l/_xLD9n0mClO49


4. Classify the following as Stock and Flow : 

(i) Amount of bank deposits as on 31. 03. 2018 

(ii) Losses 

(iii) Production of cement in the year 2018 

(iv) Profit 

(v) Population of india as on  March, 2018 

(vi) Number of literate people as on 31 . 03.

2018 

(vii) Savings 

(viii) National income of a country 

(ix) Capital 

(x) Number of persons employed during

31
st

https://dl.doubtnut.com/l/_xLD9n0mClO49


December 

(xi) Balance in a bank account 

(xii) Raw material in a godown as  Jan, 2019

(xiii) Production 

(xiv) Wealth 

(xv) Gross domestic produt

View Text Solution

31
st

5. Explain the circular flow of income.

View Text Solution

https://dl.doubtnut.com/l/_xLD9n0mClO49
https://dl.doubtnut.com/l/_rdrXZdYVKdyi


True And False

1. Capital formation is a flow

View Text Solution

2. Real flow is also known as nominal flow.

View Text Solution

https://dl.doubtnut.com/l/_ovBxb7D6VbFY
https://dl.doubtnut.com/l/_1J73fa3s8cYc


3. Generation and distribution are the two

phases in circular flow of income.

View Text Solution

4. In a two -sector economy, total production

is always equal to total consumption.

View Text Solution

https://dl.doubtnut.com/l/_Q0glvH3jcLKT
https://dl.doubtnut.com/l/_BOf5RCi3133E


Guidelines To Ncert Questions

5. National income of a country is a stock

concept.

View Text Solution

6. Circular flow of income does not take place

in case of closed economy.

View Text Solution

https://dl.doubtnut.com/l/_lwMZVw51TPQh
https://dl.doubtnut.com/l/_39OkaQcc0Gkg
https://dl.doubtnut.com/l/_S0LSeyxLcjFg


1. Describe the four major sectors in an

economy according to the macroeconomic

point of view.

Watch Video Solution

2. What are the four factors of production and

what are the remunerations to each of these

called?

Watch Video Solution

https://dl.doubtnut.com/l/_S0LSeyxLcjFg
https://dl.doubtnut.com/l/_giVY3jrDHXdG
https://dl.doubtnut.com/l/_SZQhk7T072ll


Revision Exercise

3. Distinguish between stock and flow.

Between net investment and capital which is a

stock and which is a flow ? Compare net

investment and capital with flow of water into

a tank.

Watch Video Solution

1. Which of the following is a phase of circular

flow of income ?

https://dl.doubtnut.com/l/_SZQhk7T072ll
https://dl.doubtnut.com/l/_cIlpu7LDFyEc


A. Generation phase

B. Distribution phase

C. Disposition phase

D. All of these

Answer: d

View Text Solution

2. Which of the following is not an example of

flow variable ?

https://dl.doubtnut.com/l/_cIlpu7LDFyEc
https://dl.doubtnut.com/l/_TbqfYiSwCi0p


A. Number of births during a year

B. National wealth

C. National income

D. Wheat produced during a year

Answer: d

View Text Solution

3. Which of the following is not considered a

factor income ?

https://dl.doubtnut.com/l/_TbqfYiSwCi0p
https://dl.doubtnut.com/l/_3rtxb7o2gL6o


A. Rent

B. Wages

C. Gifts from abroad

D. Profit

Answer: c

View Text Solution

4. Two - sector economy consists of :

A. Households, firms

https://dl.doubtnut.com/l/_3rtxb7o2gL6o
https://dl.doubtnut.com/l/_E105vx6s3L8v


B. Firms, Foreign sector

C. Households, Government

D. Firms, Government

Answer: a

View Text Solution

5. Stock variable is defined as a variable which

is :

A. Measured over a period of tome

https://dl.doubtnut.com/l/_E105vx6s3L8v
https://dl.doubtnut.com/l/_8LHGAeaH8YgS


B. Measured At a particular point of time

C. None of these

D. 

Answer: b

View Text Solution

6. Losses are classified as:

A. Stock variable

B. Flow variable

https://dl.doubtnut.com/l/_8LHGAeaH8YgS
https://dl.doubtnut.com/l/_9TtbZkgXX7wl


C. Either (a) or (b)

D. Neither (a) nor (b)

Answer: b

View Text Solution

7. Real flow is also known as:

A. Nominal flow

B. Physical flow

C. Money flow

https://dl.doubtnut.com/l/_9TtbZkgXX7wl
https://dl.doubtnut.com/l/_4Zws7hFkxQC7


D. Both (a) and (b)

Answer: b

View Text Solution

8. Which of the following is the consumption

sector?

A. Households

B. Firms

C. Foreign

https://dl.doubtnut.com/l/_4Zws7hFkxQC7
https://dl.doubtnut.com/l/_hXevvhPGzshy


D. Government

Answer: a

View Text Solution

9. Money flow involves exchange of :

A. Goods and services

B. Gifts

C. Money

D. None of these

https://dl.doubtnut.com/l/_hXevvhPGzshy
https://dl.doubtnut.com/l/_qQYMQ6huMj2o


Answer: c

View Text Solution

10. Real flow refers to the flow of factor

services from ----- to -----.

A. Firms to households

B. Households to firms

C. Firms to government

D. Households to government

https://dl.doubtnut.com/l/_qQYMQ6huMj2o
https://dl.doubtnut.com/l/_8dJ4yEBAtYmC


Answer: b

View Text Solution

11. In a closed economy,------ is not included.

A. Households

B. Firms

C. Government

D. Foreign sector

Answer: d

https://dl.doubtnut.com/l/_8dJ4yEBAtYmC
https://dl.doubtnut.com/l/_BZu6YVfUSrFT


View Text Solution

12. Which of the following is a stock ?

A. Capital

B. Income

C. Investment

D. Depreciation

Answer: a

View Text Solution

https://dl.doubtnut.com/l/_BZu6YVfUSrFT
https://dl.doubtnut.com/l/_T9053em8nJ60


13. Which of the following is a stock ?

A. Wealth

B. Saving

C. Exports

D. Profits

Answer: a

View Text Solution

https://dl.doubtnut.com/l/_T9053em8nJ60
https://dl.doubtnut.com/l/_psaqoA03MzN3


14. Which of the following diagram

repressents Real Flow?

A. 

B. 

C. 

D. 

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


Answer: c

View Text Solution

15. What does the the following represent ? 

A. Real Flow

B. Money Flow

https://dl.doubtnut.com/l/_IBkiFjXzFJAR
https://dl.doubtnut.com/l/_Tky79e6eM4Pw


C. Nominal Flow

D. Both (b) and (c )

Answer: d

View Text Solution

16. Circular Flow of income is correctly

represented in the diagram :

A. 

https://dl.doubtnut.com/l/_Tky79e6eM4Pw
https://dl.doubtnut.com/l/_cTg4pTbKqLW0


B. 

C. 

D. 

Answer: a

View Text Solution

17. Which of the following is a flow ?

https://dl.doubtnut.com/l/_cTg4pTbKqLW0
https://dl.doubtnut.com/l/_x09NA80J8cc1


A. Deposits in a bank

B. Capital

C. Depreciation

D. Wealth

Answer: c

View Text Solution

18. Which of the following is a stock ?

A. Savings

https://dl.doubtnut.com/l/_x09NA80J8cc1
https://dl.doubtnut.com/l/_RkW2HMPpZ8n0


B. Production

C. Consumption of fixed capital

D. Capital

Answer: d

View Text Solution

19. Flow of Goods and services and factors of

production across different sectors in barter

economy is known as :

https://dl.doubtnut.com/l/_RkW2HMPpZ8n0
https://dl.doubtnut.com/l/_QlIrwMfZeTv9


Very Short Answer Type Questions 1 Mark Each

A. Circular Flow

B. Real Flow

C. Monetary Flow

D. Capital Flow

Answer: b

View Text Solution

https://dl.doubtnut.com/l/_QlIrwMfZeTv9


1. What is ment by circular flow of income ?

View Text Solution

2. What are the three phases of circular flow of

income ?

View Text Solution

3. What is the function of households in the

circular flow ( two- sector model) ?

https://dl.doubtnut.com/l/_eKq33xLyRAZz
https://dl.doubtnut.com/l/_k740CLm8AeV5
https://dl.doubtnut.com/l/_DWsVba9pQor5


View Text Solution

4. What are stock variables ?

View Text Solution

5. Define flow variable.

View Text Solution

https://dl.doubtnut.com/l/_DWsVba9pQor5
https://dl.doubtnut.com/l/_EKlIc9LHNYWI
https://dl.doubtnut.com/l/_abZhgZx08FRV


6. Is national income a stock concept or flow

concept ?

View Text Solution

7. What are the two types of circular flows ?

View Text Solution

8. What is meant by real flow or physical flow ?

View Text Solution

https://dl.doubtnut.com/l/_9GVENdQdSdU7
https://dl.doubtnut.com/l/_BYFIODT6y7oR
https://dl.doubtnut.com/l/_W2ld5oSFOCt6


Short Answer Type Questions 3 4 Marka Each

9. Define nominal flow.

View Text Solution

10. Name the two sectors in which real flow

takes place in a simple economy.

View Text Solution

https://dl.doubtnut.com/l/_W2ld5oSFOCt6
https://dl.doubtnut.com/l/_oWB49MCI6XqC
https://dl.doubtnut.com/l/_y0fs5ilXtfOx
https://dl.doubtnut.com/l/_EOXByn91Gjgh


1. Explain the circular flow of income.

Watch Video Solution

2. What are the different phases of a circular

flow of income ?

Watch Video Solution

3. What is meant by circular flow of income?

Distinguish between Real Flow and Money

https://dl.doubtnut.com/l/_EOXByn91Gjgh
https://dl.doubtnut.com/l/_fnZNoucXdISS
https://dl.doubtnut.com/l/_h2N83LYNJW2x


Flow.

View Text Solution

4. "Households and Firms depend on each

other in the circular flow of income . " Justify

the statement in case of a two - sector model.

Watch Video Solution

5. Distinguish between stock and flow. Give an

example of each.

https://dl.doubtnut.com/l/_h2N83LYNJW2x
https://dl.doubtnut.com/l/_2a4auYVif23M
https://dl.doubtnut.com/l/_mE1O0iGR3NXn


Long Answer Type Question 6 Marks Each

View Text Solution

6. Discuss briefly, the circular flow of income in

a two sector economy with the help of a

suitable diagram.

Watch Video Solution

https://dl.doubtnut.com/l/_mE1O0iGR3NXn
https://dl.doubtnut.com/l/_s2lDhh3ElnOU


1. Briefly explain the money flow and the real

flow of inccome.

View Text Solution

https://dl.doubtnut.com/l/_GYUZu7xiSRVY

