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ECONOMICS (OPTIONAL) — PAPER1

UPSC Civil Services (Main) Examination, 2016
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-1/2016.

10-MARK QUESTIONS 10 questions
1.  State Bain's limit price theory. 10
S 1 DA hmd T &1 e ity

2. State Marshallian and Walrasian stability condition of market equilibrium. Do you think 10
that existence of Marshallian stability necessarily ensures Walrasian stability and vice
versa? Explain.

TR FJel bl HILfe Td dTerTe ol FERRAT 281 ol e STy | 1 A9 Frerd & fob wefet gy afvfa ferar & [@afa
T €7 & I <l FRRaT fRfd 6t gffaa st € ok & fudia fRafe & of Tan & & &2 smen fifv)

3. Explain kinked demand curve theory with the help of diagram. 10
TGS ot Geradr § fagd w56 9ok a1t e SN

4. Explain Brander-Krugman model of intra-industry trade in an oligopolistic market. 10

STEATIRTRI STOTR H S8 ShiTh o STT=dieh I HiSeT ehl ST hifoTT |

5. What are the fiscal and monetary implications of vertical IS and vertical LM curves? 10
FHeAfeR 3Mgo THo IR FHeaTeR Telo THo dohl o ATehiay 311X Hifges fAfgaref wm ara &2

6. Under what conditions economic growth reduces employment growth? Discuss. 10
fort 2amatt 7 snfdfes dafy, A9 dafg ot om o= it &7 fadan fifsrg

7. Examine Kaldor and Kalecki theory of distribution. 10
TaaRuT &t TSR U Sheteh! TAANT &1 gRieqor fifsiu|

8. Explain Dunning's eclectic theory of FDI. 10
faeseft wrager fAaer &t i <t eharmaret forat &t e ST

9. Explain Kuznets' inverted 'U' hypothesis. Is growth good for the poor? Explain. 10
FoTIed I FHAT ' TREFTIT o THSSY | I Tqfg Tral o oy e 2t 22 sy

10. Differentiate between inter-industry and Intra-Industry trade. Can standard H-O model 10
explain intra-industry trade? Discuss.

TS TG 3T ek JENT & i faHe HIfTT| o AT saRR-31fe Higd 3TT=dfieh JENT hl SARAT e bl 8?2
T4t iy |
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15-MARK QUESTIONS

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

Should inflation targeting be main plank of monetary policy of a central bank in
emerging market economies like India? Show its implications on investment and growth.
AT WA STET IR §5 ST SAefeaeel H Farehifcd U YER hald sehi ehl Htfgeh i &bl q&d Hrd &1 Aeq? fHder
T4 3Mfdier dgfg X gae Mfgaref &t qerzyl

What is a Lemon Market? What is the role of signalling and screening in it? Explain.

A AINTR & T dTcqd &2 SHH Hohd 3R BT ohl 9T HfHehT &2 THSSUI

Examine the effects of public expenditure on the development process of an economy.
foret refemaen o faehTe Uord & ATdWI-eh g o Tl o URIeT0T ShifeTg|

Discuss in brief Friedman's restatement of the quantity theory of money and find its
similarity/difference with the classical quantity theory.

HGT <l URATOT 4TI & ThISH o Yrehe= ol Tt Ul ShITSTg qoiT FreTiarehl TRATOT 1 & 38eh! Fwm=dr/
G ERIEGIERIEY]

Hlustrate the notion of perverse subsidy in the context of natural resource sector.

UThideh ETE & o Twasf § AERT TS T ATERUN hl AT HIfog |

Write on Prisoners' dilemma and Nash equilibrium.

O gfaem iR A armEen | oy

"The argument that export-biased growth may turn the terms of trade unfavourable to
the country and hence may not be beneficial, is applicable in the case of a large country
and not a small country.” Explain.

"I qo foh 81 ahdT ¢ foh Fafa aifeima Tqg 31 & IR 1dt ot Ufdge e < 3Ta ol & g feqee =18l &, 98 aslf &
Taof 7 7 o Bic 3T & Feelf H, AnErar 81" wE H

What is the stalemate in the WTO about subsidies in less-developed economies? Discuss.

& fashfad srefeqaeen § afslifs & g8 W fasy samar dre # arr fadiy 82 fad=r S|

To counteract under-development stagnation, discuss Leibenstein's critical minimum
effort theory.
TRt TARIAT & FARIERUT & ATee=CIA & =AdH shif~deh JaTd &gl &l faaae Hifsgl

"Pollution-income progression of agrarian communities (clean) to industrial economies
(pollution intensive) to service economies (cleaner) would appear to be false if pollution
increases again at the end due to higher levels of income and consumption of the people
at large." Discuss.

"YU THATHAT Y TS (WD) F efiich Sefeaaen (UHUT-TTe) & JaT Jrefeqael (Fqesar) ! HI=Idl ad
SRR B STl ¢ ST SATYeRI AT bl Hail AT TN ITHNT TR 3 H GAUGIUT ol TGTdT o dTet & ST 81"
[EEREIEAISIY

Indicate the Ricardo legacy which is inherent in the Lewis model of economic

development.
Tggd & AT faepre Hiser H Reret bl TR o1 THehd HITTq|
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20-MARK QUESTIONS

7 questions

22.

23.

24.

25.

26.

27.

28.

What is asymmetric information? How could it lead to adverse selection and market

failure? Discuss.
AT T FT 2l 8?2 T8 fohd YehR "ieaT 92 Td SR FHEEAT 1 [RATT I oY Tehalt 82 fad=mn HifSig

Describe the growth path, which once the economy attains it, will give a higher level of
per capita consumption than any other growth path for all time.

Tgfe & 39 U &l JUH HIRT, I srefeaaeen gRT U a1 UTed & o 02 38 fohdlt 31 Tgfg U & qehraet wed ufd
Aferd ITHNT T ISR TR YT Ll 2

"Technical progress in capital-intensive sector almost invariably reduces the real wage
rate and increases the real return to capital. Technical progress in labour-intensive sector
will lead to increase in real wage rate and decrease in the real return to capital." Explain.
"USTITET &5feh H qahriich] [AehTe oHTST Ued &l dredides Holgl & § il 3R YSit o aredfdes Ufahel 7 gfg T gl
TAYET & H Teheieh! YT aTedides Foigdl a¥ # gfg Ud areardes Goit Uiahel & et & 1" THSSy|

Distinguish between Monetarist and Neo-Keynesian approaches to expectation-
augmented Phillips curve.

TeTT-Ha e fhfeie e & HeraTdl Ud Ta-ehl=HdTal JUNTHT & 3= g

"The advent of New Classical Macro-economics has tended to upset the apple-cart of
Keynesian and to a great extent, that of the Monetarists." Discuss.

"Td AT HHTE-3TRIITES & SHAATHA A Shi-gaTiedi 3R w1kl &8 deh Harariad| & Afd i Sfarsie = fear 1" ==t
HITT

With the help of Salter-Swan diagram, define the zones of disequilibrium and assign
policy prescriptions for the situations pertaining to unemployment and inflation vis-a-vis
BOP deficit.

Heed-Td @I hl Feradl 9 fohdt srefeqaeelt & e o &3l ol URHING hIfSY Ud ira-gde & °1e &
HT-TTY IR Td SO & &5 o dew 7 Hifora germa il

What are the elasticity and absorption approaches to BOP adjustment? Discuss.
ITA-GA AT o TATEIAT 31X a1 IURTH 4T 82 fad=-T Sty
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