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ECONOMICS (OPTIONAL) — PAPER1

UPSC Civil Services (Main) Examination, 2020
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-1/2020.

10-MARK QUESTIONS 10 questions

1. Distinguish between post-Keynesian approaches to horizontalist and structuralist theory 10
of endogenous money supply.

=Tt el AT o ST Ud HRA-TeT (g o IU-eh=Targl SUNTHI § THE HIfog |

2. Explain how equilibrium rate of interest and income are determined with the interaction 10
of both product and money market.

ATEAT TN foh IS T T FTSTR QT bl AaifshdT § AT qAT TS hl Tl &X hdl HefiRd il 8

3. Explain how renewable resources will play a role in future economics. 10

T Teruiier e AiasT 3 TefeTes § Ueh YffehT S 3TaT i, R Ty

4. Mention the classification of assets held by a commercial bank. Discuss the problems 10
faced by commercial bank due to rise in NPAs.
Teh MO S g &TiRd TREFIET o qiifeniul ol Ieeidd hitlq | R-fsarfed aRemafcat # gigay afofRes da
% A 3T aTell HES i faa==T i

5. State Arrow's five reasonable conditions which a social welfare function must satisfy. 10
T ol UTT dehdiTd aLTT3tl T Ieeidd iy, fog Tk FrHTioieh shedTur Uehrd ol 31aed S & A1ieq|

6. Explain Myrdal's cumulative causation theory as the theory for development. 10

e fagra & w0 § i & dudt wrifare fagra & amen fif |

7. Inthe context of a developing economy, do you think that fiscal policy is more effective 10
than monetary policy? Give reasons in support of your answer.
Teh faepraefier sreforaeen o g # o A9 A d ¢ fob qar =ifd o goren & Tstenriy Hifa stfdes gt 82 o 3w
% U&T H§ HRUT T Iy

8. In the context of international trade theory, discuss in detail the various stages of the 10
international product life cycle.

RIS AR g & Twgef # SIS Ic1g S deh o (AT IROT bl AR a1 ity

9. Discuss the issue of compatibility between international trade and environment 10

sustainability.
SIS ATUR qUT TGN HURUTIT o Hed AT (96 &l fadaT shiferg |
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10. Explain how public-private partnership helps in the rapid economic development of a 10
country.

Teh QU o AT 3Tfefeh faehrdl # Frdsii-en (STt AISIQNT S HErdl il 6, SRl oy |

15-MARK QUESTIONS 13 questions

11. "Even green energy is not always green." Do you agree? Illustrate your answer taking 15
biofuels as an example.

"gfka St off aa efa T8 Bt 81" ST 31T Wend €2 S S T IaTER0T o ¥ H Ad g AU IR I WE Ry

12. Suppose that we have only two firms in the market with constant marginal costs of C; 15
and C; respectively such that C;>C,. What is the Bertrand equilibrium in this market?
How is it different from the competitive equilibrium?
HH IS feh I urer R Hirwd @nrdt shask C, Td C,, S feh C >C,, dTeft 41 i #151 a1k # €1 39 §19iR H 968
FgeT T 82 g Ufaeqet F=ger & forg v oy 872

13. Use a partial equilibrium model under perfect competition to illustrate the following 15
effects of an export subsidy for a large country: (i) Welfare effects of an export subsidy
(i) Which group is winning and which is losing from the subsidy?
319 21 31 o Tt St A Sl SerraT (Ve e e &1 ek faer 2 ¥ Ue Fafa wetd
fr=fafad gt &t T o & fog quf ufaeayt & siwaifa e sife deqe Aisd &1 SuanT SHifag: (i) e fafa
TEITAhT & HEATUTRT THE (i) TETIhT & PI-T1 THE qohel 311X Hi-T [IheT & TeT 872

14. What is conjectural variation? Show how some models of oligopoly are derived on the 15

basis of it.
SATATT fa=RoT 3R BT 87 WefRid SifeIg foh sTeuTfereR o e Aied 35 STYR W hdl FFedd fohy ITd &1

15. Show that systematic monetary and fiscal policies are ineffective in controlling output 15
and price level.

wefifa Iy foh ScuTe Ud Hea TR efa ae # oaag Hifee vd et Hfifoat freremdt g €

16. (i) Consumption (C) is 600, when income (Y) is equal to 1500. Solve for autonomous 15
consumption. (ii) Solve for the equilibrium levels of output denoted (respectively by
Y_w?* and Y_woAullet) in the two scenarios-presence and absence of income tax in the
economy. (iii) Solve for the change in net exports that would bring the equilibrium output
level in the economy with the income tax to the level of Y_w* that you found in (i).
Specify both the magnitude and sign of the change.

U Teh refeaee § FefafEd o W sifes fay 10 & Wt & =300, Haifsra fAder =200, g8 fafa =50,
WA & =250, AT & 0-1, FArd ITHH vgi =0.5 (1) 59 371 (Y) 1500 & SR €, I3 (C) 600 21
WA IUHIT & & hitorg | (ii) & URgeal-sTefeaawe & e ol Uil U4 srjuredfa # ke Ffa aqes i
(AT Y_WA* T8 Y_woA*) B e dItorq| (iii) ATaeh g (if) H A1d Y_wA* & ATgent TR arelt refeaae §
Heer (-7 TR bl o aTed 0, il # TRade o el hifoig | TRed= o TRATIT Td Hebd Q1 oh fdaror Ay

17. Briefly state the Kaldor's theory of distribution in determining the share of profit and the 15
share of wages in national income. Explain the mechanism behind Kaldor's model.
L AT H AT S FAT I 371 P e B e & Ao g ot déu & e P SR & e
(Vi) & IS Sl TR & AT HIfrg|
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18.

19.

20.

21.

22.

23.

20-MARK QUESTIONS

Explain how trade blocks are important in the process of economic globalization.
Hlustrate your answer with suitable examples.

AT HIY T 3Tfefer sHUSERTT &t Ufsha § SATUTRe: seiieh il Hewd YUl & | AU IR ! I IQTE0N & WE
Hi|

Describe Lewis model of development in an economy with unlimited supply of labour. Is
Lewis model really capital-driven? Give reasons.

T 9 ATyt aTetl Tep srefegaee & fasd & g9 Hisd &1 Ui HINTg | T ed ol Higd a¥da: Yoil-aid 8?2
SRUT JdT3|

In an economy with only two commodities, two consumers and two producers with
single factor of production, derive the necessary conditions for Pareto optimality in a
'‘perfect' economy.

forel QF aeqal, 3 JUHIRATSAT AT Teh IcUTa ek dTet HIS &l JcuTach! el refeqaee |, Ueh 'aresl" srefegaesn
T SEAHAT o AT AT &l Fead hifarg |

Two firms produce homogeneous outputs with cost functions C;=q:? C.=2q>* and the
inverse market demand function P=100-(q:+q2). Show that at the Cournot-Nash
equilibrium, firm 2 makes higher profit than at the joint profit maximizing equilibrium.
Explain why this is so.

2 Td wert C =q 2, C,=2,2 a1 Hideid SR AT Berd P=100-(q,+q],) Hfed &t Tt a1 Icare &t 81
yafRfd Y foh FrT-AT T W HH 2 Tgerd TATH ST aTel T bl ol § IJoaar AT AT &1 STt
Hf o g T 4t 21

What do you mean by Tobin's 'q' theory of investment? How would you modify the
standard IS-LM functions in the presence of Tobin's 'q'?

Afe & 'q' Faer g & e a1 aread €2 fe & ' ol SuAd & 7 [S-LM %er! i 30 d fhfrq
gRafdd Hear?

In an economy, the government is trying to boost the local economy by a massive
advertisement 'buy local-local is best'. (i) Assuming that the public tend to be persuaded
by the campaign, what effect might this have on the economy's multiplier? (ii) Critics
argue that this is unfair and leads to distortions in free trade. Examine how the economy
performs here under flexible exchange rate system.

e AAATE H, THR U 98 Ao 'S T-aft Harad' g1 S STa I Sl HicTied e ol Jard & @l
&1 (1) I8 A §U fob ST 38 AT & FHA Bl U9 &, AT % UTeh U THR! FIT THIE &l Fehal 82 (i)
THTCEe T qeh Ed @ 1o I8 ST € T Jar AR & faeudrett & ffvd aear 81 udteror Hifsig i ar<hiar fafaa
T q o ST TRT STfaET ST Yeeid il 1

24. Show how the idea of monopolistic competition becomes intrinsic to the endogenous

growth theory as postulated by Romer.
TaRfd hiferg fo Tamfererrat ufaeaet sl faam IR g ufauTied staeiid ghg farga & el st=as{d &l ST &1
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25.

26.

27.

28.

(i) What makes technical progress endogenous? Do you think that technology is a non-
rival' good? (i) Show that if the research becomes more successful, the growth rate will
increase and hence the standard of living.

(1) wrfaferes wTf <t SF=atic o ST 82 T 11T Eidd @ fob Wikt Ues "iR-ufdesl’ &% 87 (i) wafefa fifsig
foh arfe ey arferes Tohet 81 TTaT €, o gfig &R derit 3R gEfeiy Siia--war off|

Explain how Keynesian speculative demand for money is restated in regressive
expectation model. Point out its limitations.

AT I o hl=gardl AT HeT HET, U U Aige # & GHd &1 SHeh! Hamet ol 2 i

Explain the recent changes in the trade and investment flows among different countries
in the world. Discuss the major factors that led to these changes.

fasy & fafrg e & weg ATUR U9 faer yarel § Stfea uRad i sl s Hiferg | 2 uRkadHi & wE Anteel wrent
&I fqaam SISy

Discuss different forms of subsidies. Explain how perverse subsidies are detrimental to
the economy and environment in the long run.

ettt & fafaa wui &t fademn S| faudiu geafear sreferawen gd uaiavor g arbedr § &l gl+eRe ardl
2, ST iy
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