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ECONOMICS (OPTIONAL) — PAPER1

UPSC Civil Services (Main) Examination, 2019
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-1/2019.

10-MARK QUESTIONS 10 questions

1. Show that in a simple Keynesian model, equal expansion in tax and government 10
expenditure does not always lead to balanced budget theorem.
2R12T o TR hiare) e #, FR 3R Wt g | SRR & IR & Ted Igferd seie U3 =18l 399 8raT ¢

2.  Under competition, the cost function is given as C(y)=y?+1, where y is output. Derive the 10
inverse supply curve and show how the supply curve looks like.
gfcreaef & Sfard arTd wer C(y)=y2+1 STal y 3IcdTe ¢ Uiaetd gfcd aoh Fedd hifory 3 qe1i3y fob i ash ol
fearg g g

3.  What criteria will have to be satisfied to obtain a Pareto efficient allocation? 10

T g1 a6l UTed e o TeTg shi-ahi & AT T TE e Tgim?

4. Explain how money multiplier will be affected if there happens to be partial hoarding by 10
public in each round as well as excess cash reserve holding by banks over the minimum
required.

T AT foh fE Udeh T H a1 g1 AfUeh STHIERT i ST 3R AI-E1-T1% bl o R ATaTeh =[ATH & SU
TRTET oAl ATTETd Sl ST, Y HaT J0Teh TR SHRT ohdl TehR TTd U |

5. In what sense is Friedman's quantity theory said to be a 'restatement’ of Fisher's theory? 10
Explain.
foheT TTart & Thishe ot afewTor FRit ot fOhere <hl ORI T "grvaho' gl ST &2 TIE ShiTaIT |

6. How is Human Development Index calculated by UNDP? Can there be a better method of 10
assigning weights to various indicators?

oUoglotlo gRT AT fdehTe Fachich ol Ufeher fohd U forar STrar &2 o fafsra dahaent ot Wk fard e ot
Y Jgar fafdr g Tehdt 87

7. What determines the degree of price discrimination under monopoly market? 10

TR SIS o 3T hIF-TT hReh hiHd [AHE hl shife &l [HUfRd sear 8?2

8. How does 'carbon trading' help in reducing environment degradation? 10

qafaRur fATeRTur ol H i B 'diad ¢ien’ [hd TR Heg &hidl 672
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15-MARK QUESTIONS

11.

12.

13.

14.

15.

16.

17.

Automatic stabilizers are supposed to mitigate cyclical fluctuations, but there exist
limitations which dampen the effect of these stabilizers. Analyze.

HHT ST & fob Tatfeld I8, T5hid ITaTadHi o diadT Sl & 2 od &, dich S8 GiTg o 8, ST 3 [l
& TG 1 HeT &t 81 faseror Ffsig

What are the obstacles to international macro-economic policy coordination? Discuss.
RIS FHTE-srefsia Hifd TH=ag & - FT-aT 14T 87 99t dhiforg|

In case of perfect capital mobility, explain the difference of the impact of an increase in
money supply on GDP under two alternative exchange rate regimes-one fixed and the
other flexible.

quf Gsit ifasiietdr o At H, 3 depfedes faf i o sgaenadl- Ue Fad iR gudl 70 & ad g qfd A gfg &
Sfioglotio W & a1l U1 | 3iaR ol W HIfST|

The following data are given for an economy: Consumption function, C=250+0.5(Y-T)-500r,
Investment function, I=250-500r, Real money demand function, L/P=0.5Y-500r; Nominal
money supply, M=7650, Price level, P=17, Tax =T= Government expenditure =G=200. Here
Y= Real income, r= Real rate of interest, L= Nominal money demand, P= Price level. (i)
Find the equations for IS and LM curves, and solve for Y and r. (ii) Find out the multiplier
formula for money supply change and then calculate the change in output if money
supply changes by 510.

e Aeferaey & fag fmfafaa rer fean sirar @ « 3usiin ®wad, C=250+0.5(Y-T)-500r, Haer e, 1=250-500r,
qredfdes qgT 6T ®e, L/P=0.5Y-500r, Fad 9g71 4fd, M=7650, md TR, P=17, &2 =T= W&t &8d =G=200,
T2t Y= ardfdes A4, r= arediae &l &2, L= Fad 7g1 901, P= &himd @ (i) IS 3R LM ashi & g e I
HISTT R Y Td r T g Mawrferq ! (ii) Fgr gfd aRad= & ferg 7ures Wi ard HiiTg 3R 39 918 3R a7 gfd &
aRad 510 gRT &, df Icare H gRad= @i aRehe Hfg

What is the follower's problem in a duopoly model and how does it differ from the
leader's problem?

fo-afeerR diea & srqamlt &t o wwe il & 3R I8 ol 6l gre 9 e yer {9 gidt 8?2

'Tragedy of the commons' leads to over-exploitation of resources. Analyze.
"I T ATEE FHTEAT o ATTLTIOT T 3R o St 81 Farsewor HhifSig |

The role of income and substitution effect is crucial in producing backward bending
labour supply curve when a tax is imposed on wages. Do you agree?

ST FTG AT U Y ARITUG fohdT ST &, T Ui oh 31X 3Jeh dTel W Gfd doh ol 30 el H 31T 3R TiaeTos g
I ffAierT fuTiaes 2t &1 T 3119 HgAd 872

Can public-private partnership function effectively in the area of physical infrastructure?

T WIS ST TTsiery, Hifdes menfies e T & &5 § YNt 9 & i & Tohdl 872

Keynesian demand for money is one of the key concepts of Keynesian theory of
unemployment. Illustrate.

T & [T hIHaTe! HAT, SRIGHTI chl Shidara! (A i ol Hehearall # 9 e &1 IaTe¥0T &d §U TE STy
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19.

20.

21.
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20-MARK QUESTIONS

23.

24.

25.

26.

27.

28.

How is the Marshallian equilibrium different from Walrasian equilibrium?
ATefelt Ter, aTeRa T o fohe v for 872

What are the causes of market failure in agriculture? How may government intervention
mitigate this?
P T IR fAheTaT o FRIT-aRIT ShIR0T & 2 TREAIRT HEATIAT STl dierdl ahl fohdl TR & o Hehall &2

In what way does the concept of a positive optimal tariff apply to only large countries
and not to small countries? Explain.
HHRTET FEAH oh ol HeheUHT fhd YehR dhdel 9 a8l TR @] & 7 foh 81 380 W2 e SISy

Discuss the essential features of the growth models which incorporate research and
development.

Tgfg Aisal & 37 AATaLTw AMAALI TR ==l iy, o srgen iR faer Fwrfae fomar gar giar 8

What makes monetary policy ineffective even in the short run? Explain.

Tifees i, g & oft, fFg @R Reka & Sidl 82 @ s

How can controls on foreign trade contribute to the development of developing

countries?
faeer samur W A=, fasmasiiar 2ot & e # frd ver ange o T €72

What are the features based on which the new trade theories are built that are distinctly
different from the old theories?

I -8 e €, 59 W arenia TE 718 AR i s fAwtor frar St &, St Qe il § que s g
[RERICIE

Reflect on the inefficiency and socially undesirable aspects of monopolistic competition
market situation vis-a-vis the perfect competition, both in the short and in the long run.

quf UfRNATAT STGTR <l o1 # TehlfehRIcHe UfAaidT aTel dT9TR o STedehle I Sreehiel Q1 7 Saeqdl AR
TR g[8 & SAaie-ia gell IR 37U faar yehe SIfg

Trade can be growth-promoting or growth-inhibiting. Argue in terms of the established
theories.

AR Hfg-3q1a A1 Hgfg-Fes & Haha &1 Fenfud it &1 gfe & e S

Can multinational investment defeat the objective of inclusive growth? Give reasons for
your answer.

FT TP A, GHTaLl Hgfg & 3829 i fathel oY Hehd 8? 37U IR & U&T H HRUT T SIS

In the contemporary world, many countries are not following Kuznets' pattern of
structural change. Give reasons.
AR TAR H 3 a8l FA-CH o UG TR o T I ATHIT A2l I e & | HRUT a3y
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