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ECONOMICS (OPTIONAL) — PAPER1

UPSC Civil Services (Main) Examination, 2021
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-1/2021.

10-MARK QUESTIONS 10 questions
1. Examine the relationship between business cycle and changes in autonomous 10
expenditure.

IR Ieh Td WIAT-T H URad & Hed fd T ol Tieuy Hifw |

2. The slope of the IS schedule will become steeper if the government reduces the rate of 10
proportional tax but will not change at all if the government reduces the level of a lump
sum tax. True or false? Explain.

TS THT STUTCH X bl & 1 bl & df 1S T3k A8 WET STt aTell &l ST foheq] AT TehHRA Y 3T &aX HerdT ST af
IS % 1 &1 URafad a1 aNTT | e ST 76 ? ey |

3. Compare and contrast Marshallian and Walrasian approaches of the stability in 10
equilibrium.

Tt H Tt & Hrefferae qe aTerriea gfeeniur hl et i Td 3T yafeid e |

4. Using generalised Lorenz dominance show that lower inequality represents a higher 10
social welfare state.

HTITGhd AT T T TN hed Y aRMM3Y o F=TaY SAFHTAT Ueh Sa ATHTISTeh Hhed ol 3 [T ol e
F Bl

5. Does government borrowing always crowd out the private investment? Illustrate. 10

T THTI-3UR [T A3 & 8 ot T2g Achal & ? ITE0T T qHSTSU |

6. Explain how gender sensitive human development index can be constructed. 10

foiT Hagmite Aa faere gaeies fohe Uer Ffifa fonaT ST wehar €, e &hifay |

7. Do you agree whether sustainable use of energy ensures economic sustainability? 10
Explain.
T AT 30 F TEHA ¢ foh SHoll T TRUTA IUART 311k eRUTIIT hl GRTT YT & ? R hifay |

8. Explain Rosenstein-Rodan's view that economic underdevelopment is the outcome of a 10

massive coordination failure.

aTfeeh-arfaentd Tep faumer THwa i FAEAdT 1 URUMH &1 ASTEH-081 o 3 gIEhI0T &hl T ity |
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15-MARK QUESTIONS

11.

12.

13.

14.

15.

16.

17.

18.

Under what condition Real Exchange Rate is synonymous to 'terms of trade'? Discuss.
FrEdfaes fafm o2 fore g § 'SR & Sl i vt gt € ? ==t R |

Show that the economic integration is the pre-requisite to establish covered interest rate
parity.
313y foh Tt TSt & AT @ITUd e o foid ATfefes Tehlaheur Ueh Jafuer & |

Explain the differences between Cournot model of duopoly with similar product and
differentiated product.

il o FSTAIT IATE ZATYRR Hisel qeT [AHIHd-IcU1E GATASHR HISeT chl (WA chl SHREAT HITT |

What type of conjecture is involved in the existence of kinked demand curve? Do you
think that kinked demand curve model is a price determination model in an oligopoly
market? Justify your answer.

TG HT b | fhd YR T SIAT MMHA € ? 37U FTHR T ATHAd HIT agh Hised AedTEHR SR H T
FHHq-FefRoT &1 Higd € ? 37U IR I 3(d g HT |

Derive short-run aggregate supply curve following Lucas, when expectations are not
realised, assuming that labour market clears. What will be its shape when expectations
are fulfilled?

HH-TTSTR ! Fefeid HId §U, WA YU A E1 i AT H, e T HAeqehied FHI-fd dsh cad hifoiq | HATMT
Ui £ R 3T T I WY FT & ?

Show that differences in underlying expectation lead to differences in Keynesian and
classical aggregate supply curve.
2e1ey foh Ffed T (Srevems gadees) | 9e, hif<ia Ud i 9ay gfdds H 9 309 i &l

Apply the theory of liquidity preference to explain why an increase in money supply
lowers the interest rate. What does this explanation assume about the price level?
TREAT-Ug=at FAgI= ol WaNT id g AT hifaiy foh Har-gfd # gfe oaTel R bl ol o6 o &l ¢ | 38 e
FIHA-TR & T I YR SR TR 2

Describe high powered theory of money supply in brief. State the assumptions made in
its construction.

I=-1fer qer-gfed g o1 gaig & 9o SifSig | 35 fagra o Fafor § yge wradrsdi &l 9aqrsy |

If the government raises taxes on labour income and interest income, explain how
potential GDP and economic growth are affected.

IS TIHR YH-3TT Td AT AT U T 6T adll & dl TIE HITY foh TrTed-Hehel-8e] Ic1E Ud HATfeeh gig frd U
T i |

Examine the effects of providing public service by a private agency at a lesser price than
earlier one on (i) a closed economy with fixed wages. (ii) a closed economy with flexible
wages.

Tah ST SITHERR0T (TSiiT) o gRT d & FHaR ShiAd UR ATaT(-eh-4dT ol SUTed - o = TR T THTE BT, ST

HIT | (1) T 9 STefeaae fRR Auigd & A1 (ii) Ush 9 steforaen uRad-sitd Aeigdl o |1y
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19.

20.

21.

22.

20-MARK QUESTIONS

Do you think that movement of the nominal exchange rate of Rupee represents a
corresponding movement of Indian goods vis-a-vis foreign goods? Explain your position.
FT AT o R & $ud & Hifees fafea oz & aifdsfierdr, fadeft avqail &t g & vrdta aeqat dt fasfierdr s
gRetfard Fdt € ? 3ot ffa @ we i |

Evaluate Kuznets' inverted U shaped curve hypothesis of income distribution. Does it
hold good for less developed countries as well?

Fol-ieH &l 3T fIawr Iee U ATHR Geh UReedHT I JodiehT hifoTy | 9T e (IRFTAT) STedfdentad ouif & fordr off
qI8?

Does human capital cause economic growth? Explain how human capital formation can

be enhanced.
T WHa-Sit ATFe gfg T HROT 8 ? W HIRNY fob Aa-Ysit fAmfor &l 8 dgm S Hedl ¢ |

Discuss the theory of acquired advantage in international trade using suitable examples.
IR IZTEUT T UGN Hid §U ARISIA AR 7 HASiaq-ar+ & fagred ot == HIf |

15

15

15

15

6 questions

23.

24.

25.

26.

27.

Examine how profit, wage and rent in Ricardian system move differently with the
movements in level of income.

TEr&ruT SIfTY foh RmTet i et & AT, Weigdl Ud o, 31 o T2 ol faefierar & are fore v fog g a9
TfaefieT 2d 8|

Explain how the weaknesses of Keynesian speculative demand for money have been
identified in Regressive Expectations model.
1T 1 g7 i STl HT ol ! UoRTTHT T Higdt # fohg yer faifed i 718 &, aame Siferg |

Do you think that increase in Government spending through borrowing from public
accompanied by fall in required reserve ratio generates recession in the economy?
Mlustrate your answer: (i) in a closed economy with fixed exchange rate. (ii) in an open
economy with fixed exchange rate and without any capital mobility.

1Y faaR & T HIdST(eh IR GRT AR & H g, Ud A1 8l qifed STREU-3JUTd HH - & Jrefeaae # wdl
&t TR Iz gt & ? = aRfRAfE! # wweney : (i) T 9w srefogaeen # fER fifma @ & &y | (i) T gt
refeae # fe fafam o ue fom foredt gofi-iaefterar & e |

What is Buchanan's criticism of Arrow's theorem? Show how A. K. Sen proved Arrow's
theorem without the overall consistency of social choice to avoid the criticism of
Buchanan.

T o TgI= ol GaTT= g1 ol T2 AT 9T & ? GR113T foh . o, T = TRl TehR el ohl ATeraT & a9 o
o, Tt o= &t auy fRRar & gerEdr & far 8 0 & g =t g fear gl

What are the different categories of trade blocks ? Are trade blocks beneficial to less

developed economies ? Justify your answer.
HUR-TUE] ol fafoa AT T 8 ? T ATIR-WUS HAeUldeh&a AfTaeetali o fgd H 8 ? 370+ I i 3 fag
HIfT |
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28. Explain how Harrod's warranted rate of growth is similar to Domar's required rate of 20
growth. How has Solow improved upon Harrod-Domar's growth model ?
e HIY foh 822 1 Fifed g 3 Td SR i AT g & THH &1 Hiddl A &3-SR gig Aise &l fohg Uahr 3ad
fran g ?
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