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ECONOMICS (OPTIONAL) — PAPER1

UPSC Civil Services (Main) Examination, 2015

37T (dehfcier) — UM us [

Time allowed: Three hours Maximum marks: 250

The questions of this paper in English and Hindji, grouped by marks (the printed paper numbers them Q1 to Q8;
candidates answer five, with Q1 and Q5 compulsory). Read them with model answers and notes at
swaadhigam.com/pyq/optional/economics/paper-1/2015.

10-MARK QUESTIONS 16 questions

1. Under perfect competition, in the short run, find out graphically, without using average 10
cost curve, the conditions in equilibrium for the existence of (i) normal profit, (ii)
supernormal profit and (iii) loss.
quf UfRRTAT o SAeaid, eTgerTel |, 31 TRTd dsh o1 LT (o foaT Sa €9 8 (1) | J1, (ii)
SAframE=g TATET AR (iii) 21 & Afa@ & oIy amamaeen § gemsii & #ATeH S|

2. "If the interest elasticity of demand for money is low, the monetarists could predict the 10
real GNP simply by the use of money supply.” Explain this statement.
"gfe; 71 3 forg Hi &t STt w2, o GErardt get Syl 3 IR o T &, ardfae Gehe L I (Sto THo
Ulo) T JaiHT TR ehd ¢ |" 3T e T TIEIEHIT STl |

3. State Okun's law and find out the expectations-augmented Phillips curve. 10

g o FaH &1 e HIY R gnen-dafgd e ask ol 71 hifsig|

4. Explain the backward sloping supply curve of labour as a choice between income and 10

leisure.
T 3R HIEd o 7eA IA1d o €U H 97H o U gal ATY[dl aoh I TE HITorg|

5. Explain repo rate and reverse repo rate. How do changes in the repo rate affect EMIs of 10
borrowers?
0T X 3R fAudi YUt <X T TE RITSTT | 0T &X H URad= IUR @ dTell ohl GHighd AT fohedl (Zo THo 3130) i fohdy
TR TTfad e &2

6. What are the advantages and disadvantages of capital mobility for developing countries? 10

farerrarsiier dett o ferq goit faeiierar o aram e 3R el 1 B1ial 82

7. How do depreciation and appreciation in the external value of a currency impact a 10
country's balance of payments?

foreft g1 (elt) & ol e # T ofR 9fg 331 & STam-Teger o fohd TR & weTfad o 82

8. Derive money multiplier when a part of money supply is exogenous and the other partis 10
endogenous.

HET T[T & Teh 9T o Sfestid 31 @R WHT o STASTid &l ohl T H HgT 0Teh &l Rl it
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9. How is Kaldor-Hicks compensation principle an improvement over Pareto optimality 10
criterion? What are Scitovsky's views in this regard?
hes-foard wfagfd (=) g ford TR & TR SEAHAT HEIe! # GUR 6l 87 30 Wy | facdiawehl & o
faam 22

10. Do you think that the root of Harrod's instability problem lies in the assumption of wage- 10
price rigidity? Give arguments in favour of your answer.
T AT TE GHSIA & [oh 838 hl ATCATAT THET ol ST H AIAGY hIHd HATRIAT T ARl [ 8?2 3T I o veT §
CEEAEL

11. Explain the meaning and significance of money illusion on the part of workers in the 10

Keynesian theory of employment.
ATHTR ol hl+ bl ORI & srfient o HT Y ol 31ef 37X ITeh! Trefend i THaMEy|

12. "Balanced and unbalanced growth strategies are not substitutes but complementary to 10
each other." Explain this statement.
"Fefeld R sr=qferd gfg i WHITaAT Teh-g@R i Ut T8 &, AU Th-go & Teh & 1" 3T HIA Hl TWE
HITT

13. How does carbon trading help in reducing environmental degradation? 10
e TR (SFET) TATaRuT &1 &H e | fhd UehR T@Taar ohidl 8?2

14. What is 'immiserizing growth'? How can it be prevented through trade policy 10
interventions?

"fauzdTeRl Hafg' o 87 AR fifd Tegeidl & AreaH | 3Hh! AhATH il I ST Gehdll &7

15. What do you mean by 'green accounting'? Discuss how this concept can be incorporated 10
in national income accounting.
g AETRT (3 TTfe)' 31T R HEId & ? SRS hifoTU feh 3T STTURUT &l AT 3T WATeheuT | foh
TehR FHTIIE foha ST HehaT B

16. What is indicative planning? In this context, explain how State and markets can play a 10
synergetic role in economic development.
Hichiddh I T 82 30 dew H TE HINTY for anfefen faemme & 759 3R SR ohd TR e Feiohatata sjfenT
Ao T 21

20-MARK QUESTIONS 12 questions

17. In the event of persistent inflation in an economy, what changes the Central Bank will 20
bring about in (i) reserve ratios, (ii) bank rate and (iii) open market operations?
foreft arefomraen # far qarehifal 9 @ bt 3 H, S e () ARFEA Srgurd, (i) oo @ der (iii) gt TR &
forarmatt # arm-aram aRadsT sham?

18. In the context of a two-country model, derive foreign trade multiplier and explain its 20

working. What will be its repercussion?

¢ Higd & Twao #, faelt AR T[urer i el HIRTT T 3T fohaT T THSEY | 38 T AU U1 el ?
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19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

In what way Kaldor's model of income distribution is basically a Keynesian theory?
3T faaRuT T dheeR Hied fohd TehR F Hard: hi-aard faramd & 82

Show that liquidity preference is neither necessary nor sufficient for the existence of
involuntary unemployment in Keynesian system.

291eU foh Fardl g B smfede SUSHTRI & 3iftaad & flT avetar Sifemme 7 af gy ¢ 3ik 7 & uai &

"Subsidies have both positive and negative impacts on the economy." Explain this
statement and illustrate your answer with Indian experience.

TRl & STFHTTAT TR E-RHe 3R FUTTEHSE G-l ol T Usd ¢ 1" 5T U chl SARAT hIfST 3R YR &
ST & G 3T IR I AISTE0T THSET

"Under rational expectations hypothesis, systematic monetary policy will be ineffective."
Explain this statement using a suitable model.

"AHHIT TS el TRFHUHT o SF=iid Geaaredd Hifads Aifd fAwr«et €ft 1" ek Iuger Aied i Herddl 9 39
HUF B WE HIT

"As long as the substitution possibilities between foreign and domestic resources are
limited, the dual-gap analysis is relevant.” Critically examine this statement.

" deh faeelt SR it HaTeHt & wem uiawmue St FrTeaT HHd €, a9 doh ga-Aaard faeedor (g3-i
TR ) U §1" 39 U T AT TH0T hIfT|

Distinguish between Monetary union and Economic union. Do the proliferating trading
blocks adversely affect the free trade in the world? Give reasons for your answer.
Hifoeh € 3R aTfeier T # fawe SHITTq | o= UG /IS # 349 g aTel AR e [ # 7o IR R Uidgd T91a
BTl &2 3T I & HRUT T ity

Explain how Nash equilibrium provides a solution to the problem of strategic
interdependence among firms in an oligopolistic market.

W HIFY o A T fohd TR 9 Uah STeanierenil (Hiferaifelieds) SToTR § WHT & Hed WTHiTae TeemR fefzar
& T T FHTH T HAT &

In an economy having two sectors, namely, goods-producing sector and Research and
Development (R & D) sector, prove with the help of new growth theory that (i) both
capital and aggregate output must grow at the same rate and (ii) per capita output must
grow at the rate of growth of technology.

Toh Ut srefogaeyn ®, forad & &, 9T, 9% IA1GH & T FH- AR faehd (3R TS Elo) &7 &, 7d Hafg
forgdt <t wgrarn & farg iforg a6 (1) doft 3R wmwr Icuret ST &bt Ueh &1 X & o1 aMraedh & 3R (i) wfd safea
IcuTe bl el <hl gfg 3 T de-T 719 &l

"Global warming will certainly increase the cry of the earth and the cry of the poor." In
this context, examine the international efforts to reduce global warming.

"gfsyes ATu-ghg e & geat & Ae 3R el o e | ghg HiT " 39 e H Ife aru-ghg o0 e & fog forg o
g SRS AT T Y07 STy |

Discuss the role of renewable energy resources in order to maintain environmental
sustainability with special reference to India.

WRA ol fAY ¥ F Ieei@ hid U YATarulig gRufiFar a1g W H Aeteneita (Rufee) Seft Famei o i
SEICAIS I
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