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ECONOMICS (OPTIONAL) — PAPER1

UPSC Civil Services (Main) Examination, 2018
37T (Jhfcis) — U U [

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-1/2018.

10-MARK QUESTIONS 10 questions

1. What is high-powered money? Explain how changes in short-term monetary policy affect 10
high-powered money and money multiplier.
I3- 1o g1 T &2 TIE I foh STedehTati Hifgdh =i § UiRad fohd TehR Iod-LIfard HgT 3R AT T[0Tk i
gTfad Fd &l

2. Isstagflation a logical outcome of Keynesian orthodoxy? Give reasons for your answer. 10

T ThITA-Tag AR (FCTHFAL) RISt heTurAdT ol Ueh dlfchdh URUTTH 8?2 3T 3T oh (ol hIRUT GHoTT |

3. Explain some of the measures for assessing the monopoly power of a firm. 10
forelt o T TaRITIahTR S1ferd T 3ATeheT el o [T 3 HTUT bl TE T |

4.  Using the IS-LM model, show how expected deflation may cause equilibrium output to 10
remain at less than full-employment level.
1o THo UcTo THo HIge ol TRINT hd §U 33T fob WeTiId Sraehifd fohd UepR dqer i & quf IsmR &R & &1
F T I HRUT 1 Tehal! ¢l

5. Does a monopolistically competitive market lead to excess capacity under price 10
competition?

T T RIA: Ffaeqeicies SR hifd Ufaanfirar & 37efi stferermar 3cag &ear 8?2

6. How do externalities lead to market failure? How can this situation be remedied? 10
TTEIATT fohd UehR ST9TR STEHeIdT ol Icdd hid! &2 39 (AT o fohd Uk SuaR fohar 1T Tehar 272

7. What are shadow prices? Why are these preferred over market prices in project 10
evaluation?

HicUd hIAd T Bl &2 TRIISHT Jedieh § SIch! ST hIFd! U2 ol aRidal of Sl a?

8. Give an outline of a model of speculative attack under fixed exchange rate. 10
fara fafama X & SAdTa et SeRHUT (FaRIATed 31csh) o Higd sl U@l U&d STy
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15-MARK QUESTIONS

11.

12.

13.

14.

15.

16.

17.

18.

19.

In Harrod's model of growth, if the expected growth rate exceeds the warranted growth
rate, what will be the relation between the actual growth rate and the expected growth
rate?

Tgfg & & & Hied H, afe geafird dgfg & srefie (ar=ee) dgfg & & otfdes &, o arafdes dqfg & a yanfra
T R & S Fr Gay ET?

Under what conditions will devaluation create trade surplus and increase output in the
simple Keynesian framework?

T higardl e #, for fafaat # sraveem 2mr siferdis de s 7R Iared ST ?

In the simple Keynesian model, if consumption and investment are both functions of
income, how would the multiplier be affected?
XA hl-garal Aisd | Al IUHT 3R 3T Q1 371 & %l g, df 0Teh fohd YehR UTiad anmm?

Show how a dominant firm with a competitive fringe can act as a price leader in an

oligopoly market.
291TsT foh sreunfier TR § ufdanedt fhs & a1 Ues Ut wH fohd TR Tas hiAa 3ol & 9 § &rf & Tahd) 2l

What is interest rate targeting? Explain using the concept of Taylor rule.
TS & AR FIT BT &2 TR (AW hl U1 1 SEIATA Hed gy THSET|

What is hysteresis? Explain the impact of hysteresis in Gradualist Monetarist and Eclectic
Keynesian frameworks.

TeedaT 1 872 AIhine aIaTdl a1 HehelTcHeh (Zalaed) Shi-adral ord H REeEd & TTd ol e ity |

A quota on import and an equal-import tariff are equivalent in a competitive market but
not under monopoly. Explain.
HTATA TR HIeT T FH HIAT H ST Yok Wideqel SR # g 8id & W YehiehR | 8l | F9337

Explain, with the help of diagram, how Haberler's theory of opportunity cost is an

improvement over the comparative cost theory of Ricardo.
G ! GErIdl ¥ GHSEY o Eeeit hi ST ANTd ol 2t Reprel bt germtees amra 2l & ford weer 3ad 21

Explain why in a duopoly model of collusion, each firm has an incentive to cheat the
other.
T AT foh RIVETY (RII) & T-3TR #isd H fhd HROT Ui HH H GHY TH &l 41T & <l IR0T &l &

The burden of tax depends upon the elasticity of demand and supply of a commodity or
service. Explain with suitable examples.

T BT IR I I JAT bl AT 3R Gfdl bl &g TR R &edr €1 Iugerd Iaredvll died e Hhifoig |

Development of human capital may lead to constant returns and propel an economy to
self-sustaining economic growth. Explain.

HTa it 1 faehrer sTaRadt Ufdwell ol Icad o Tehd & A HfTaeeT ol WYRU i Tqfg Sl 3R U
Fohdl &1 THEET
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20.

21.

22.

How does rural economic activity create environmental degradation in developing 15

economies?
Termasfia srefeawemett & yrior enfefer nfafafe fore v gafawor fArfieneor 3 &t 7

Explain why the market and the State have complementary roles in economic 15
development.

THTEY fob fohd T anTfeleh faerrel & 9T9TR @ U9 ohl YfHeRTl Ueh-gaR ol 3 &l &l

Kuznets hypothesis predicts decline in income inequalities in the long run. In recent 15
decades do trends in income inequalities in developed and developing economies

support this hypothesis? Give reasons for your answer.

Pt URHeUHT SHdTe H S FHAAISAT H FHHT 3T T b FHl ¢ | FT 8Tl o el | faepfda qar
faerrarsiier SeTl # 31T STEAATST Sl Uil 38 TREeUHT Sl TR Fdl 8?2 FU- IX & Gref § o g

20-MARK QUESTIONS 6 questions

23.

24.

25.

26.

27.

28.

How will you derive the real aggregate demand curve using the New Classical Theory? 20
9 FeATTEh! AT T SEAHTET hid §U HTT AT (deh Fehel HITT dsh <hl fohd WehR e hiil?

In an open economy with high capital mobility, monetary management can be a 20
successful tool to increase output. Explain.
I STt TaRiTerar arelt et srefeqaen | Hifgdh Uae TG gie, ol T el JUHIUT &l Hehdl & | R HiToTg|

Give an outline of Kaldor's theory of distribution. Also explain the implications of an 20
increase in the wage level and a reduction in the saving rate on the distribution of
income.

TS I TIaR0T FIRIRT ShT ST U hifoTq | |1 & Foige! a2 8 gig 3R 99d &2 § AT o AT o [daeur IR JTmat
& TWE FHIFT

Examine Arthur Lewis model of economic development with unlimited supplies of 20

labour. What is A. K. Sen's critique of that approach?
o 1 STETa gfd & ary anfeies faenrar o a1melR 29 & Aisd &1 Ul SIfSTT| 39 SUNTH W Yo o T ohl T
ST 82

What is Doha Development Agenda? Explain how it negotiated TRIPS and TRIMS among 20
nations.

gt faehre shrfeget R &2 wrensy foh 39+ gl & wen o' @ 'fer’ fawdl WX fohe e et <l

What policies would you suggest to combat negative environmental externalities? 20
T JATaRuNY STIdratl & @ o felq 3T hi--ahi JT il Jmar?
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