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ECONOMICS (OPTIONAL) — PAPER1

UPSC Civil Services (Main) Examination, 2022
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-1/2022.

10-MARK QUESTIONS 10 questions

1. Discuss the concept of 'liquidity trap' in the liquidity preference model of interest. 10
STST o AT ATEH UTEY o H=id 'aReIdl Sl o {9 ol g4t ity |

2. In demand for money, what are the major differences between 'transaction approach’ 10
and 'cash balance approach'?
HET T HATH 'WeA GRIUT qAT 'Hehg AN GIEahIUT & did THE 3 HiA-hi J 87

3. Discuss the Factor Endowment theory of trade in terms of 'abundance in factor prices’ 10
and 'factor abundance'.
T R H TERAT' TUT AT UERAT' 3 STER IR AR o A8+ SHdl fagi=d ol 94l ity |

4.  According to Hirschman, unbalanced growth can be through 'Social Overhead Capital 10
(SOC)' or 'Direct Productive Activities (DPA)'. Discuss.
FHH & AIER, SFEId [Aehrd It 3Ufedd Ysit (SOC)' FHeaT 'Tdel Icdraeh fohamatt (DPA)' & wread &
ToRaT T HehdT &1 = hITSIT |

5. Explain briefly Chamberlin's concept of excess capacity in monopolistic competition. 10

TSRS FTAAIRIAT o =il TeRie gl iauiied STfdied eTHdT o faar ol &9 § re Sifoy |

6. Show that in Domar's growth model, in equilibrium, path of investment is exponential. 10

SR o 3nTfeies gfg wTey & 9 &t staen § gurisy fo fafaeh g aramaiel alar & |

7.  With appropriate examples, discuss the difference between the flow and the stock 10
concept of renewable resources. Can the availability of one of these two resources be less
for the consumption of future generations? Justify your answer.
TeieReofia TETe % Taf § vaTe quT Wik STaERUT 3 HeA STk ht 3 SeTexvit wied =t iy | @/ g et
HETEHT § I Teh i JucTear Wias i difedt & IuHHT & el & &1 Tehcll & ? 31U+ IR o NI ol WU HIAT |

8. Explain the quantitative methods of credit control adopted by the central bank. 10
Teh ol doh GIRT A1 307 2 HUATE 718 URATuTcHes fafer <t same Sifarg |
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10.

Stating major assumptions in the Kaldor model of distribution, establish that share of 10
profits in national income depends on the ratio of investment to total output.

TIaROT & HTesy UTEY T Y@ HIIATS &l TE Hid gU g HfSTT foh T amar § @ o feedn et Scaret # fder

& T W R war g |

Under Partial equilibrium analysis, discuss the consumption and revenue effects of 10
tariffs.

HIfIeh T fI%AT0T & SF=ald UL[eeh o ITHNT Td IASTEd THTE! bl I HIfarg |

15-MARK QUESTIONS 12 questions

11.

12.

13.

14.

15.

16.

17.

18.

19.

Do you think Firm 1 would have had the first mover advantage if it had gone for the price 15
adjustment? Explain your answer.

IS YorH TH o GHRNTSIA idl, dl 9T 3 gl UEdTdeh ol A1 UT gidl ? AU IR chl SATEAT SIfIT |

IS curve is the locus of equilibrium points in the commodity market. What do the points 15
above and below the IS curve signify?
IS Tk & IR o el fo=g3l ol foguel 81 IS a5k o U a1 =i o fofg o gufd & ?

A competitive equilibrium is both Pareto efficient and equitable. Do you agree? Justify 15
your answer.

Afceaef S TRC F2A R TR Q1 ¢ | FIT AT TeAd ¢ 2 A0 I & AT ! LU AT |

Give economic rationale for public expenditure on elementary education - a merit good. 15
TTeITHes fRIeT Tk 0T (ARRe) 9], W ATasii-en o9 o Tfeeh ifde aarsy |

What will be the shape of the aggregate supply curve in the Classical and Keynesian 15

models? Give detailed explanation.
UIAfSd qe ShI-Ea UTedl & THY SAT9fd aeh T 9T ATRR aT ? asga o iy |

Compare the deposit multiplier with the money multiplier. Is there any impact on the 15
money multiplier arising out of massive use of credit and debit cards? Justify your

answer.

STHT T[UTeh ST AT HaT T[UTeh § SITNTT | shise 3R Sfae H1e & TR IUIRT ol gl 0Tk UR T hig UTd Uedl 8 ?

Y IR & A ! @i HIT |

Distinguish between Gender Development Index (GDI) and Gender Empowerment 15
Measure (GEM) in terms of their components and constructions.

feiwr faerrer gaeriar (GDI) Ua feivr wiferdeneor #1a (GEM) # sraardt qe FHfor & Sirei W s=q ¥ SIfag |

What do you mean by the warranted rate of growth? Explain the knife edge instability 15

problem in Harrod's growth model.
T Hgfg X T AT T GHSA & ? 2ife & 3Tk Ygfg Ueu # P-4 e hl THEIT hl AR Hify |

Examine whether in Ricardian model, the theory of comparative advantage actually 15

becomes a doctrine of comparative costs.
TEr&TuT SIfoTg foh o RTET & UTey H qaTceh @ &l g arad | qe-TceTe dNTdl ol g o= SITdT ¢l
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20.

21.

22.

[lustrate Jagdish Bhagwati’s doctrine of ‘Tmmiserising Growth’. 15

ST SFTEdT g1 Wit ‘SHTgsRIsionT e & &g &t sara S|

Why do developing countries rely on specifying a permissible level of pollution and 15
impose it uniformly across all polluting units of the same kind? What are the problems
associated with such a control method?

faerraefier de1 oT UgWUT ht Ueh A=1d T Ueh UehR ohl T UGWUTERI gehtedi o it fAfde ohed & 3 38 Tehad™

T Y AR A 82 39 a8 ol Ha=or fafd & awifera sr-arm aee 82

What are the major achievements and failures of COP (Conference of Parties) 26? 15
COP (F=hE 3T UTET) 26 &1 THE THAAT] HX ATHATS FT 67

20-MARK QUESTIONS 6 questions

23.

24.

25.

26.

27.

Consider a duopoly market, P=100-2Q, MC=10 and Q=q:+(2, where P: Market price, Q: 20
Total output or the sum total of both firms' output, q: & q2: Firm 1 and Firm 2's output
respectively, MC: Marginal cost. Suppose Firm 1 is the market leader and Firm 2 is the

follower. Firm 1 decides its output first and then Firm 2 takes its output decision. Find
equilibrium output, price and profit of both the firms.

Teh g (g3idietl) 19T #, P=100-2Q, MC=10 3R S P : a19R qed, Q=q, +,, Q : FeT Icurest /1 HHl

& IUTE <l el TN, ¢, AT ], : ToH W et feia o oht shwers Sedtedt, MC : HiHT= W0 | 71 ey germ e

TR & T il ¢ qT T T ITHT ATTR0T el © | Tgel TIH W ST IcaTe HeiRd sedl & acaslid fgdid

TH STUAT IcdTe FATSd Rl & | 1 HHT bl Hel IcdTed, Hed qel ar¥ A1d i |

Discuss the effectiveness of the monetary policy in an open economy with flexible 20
exchange rate and perfect capital mobility. Will this policy remain effective with fixed
exchange rate also, while other things remain the same? Explain.

quf it nfasfierar g T fafawa o2 afed weit srforawen # wifge Hifa & yemashiaar 6 faga fifvw | 3 sr

et sTafatda & ot o feR fafwa e & off T ifa Tase! W&t ? e iy |

State the canons of taxation. Do you think that direct taxes are less burdensome than 20
indirect taxes in generating equal amount of tax revenue? Justify your answer.
FIRIIUT & TGl I TA13Y | FT AT THSA & o TH T ST T i o U Tl bl STUT T FX FH
TS B & ? AU IR & AT I AT HITT |

Following Arthur Lewis, briefly state the sources of unlimited supply of labour and 20
explain the mechanism of development of a dual economy of a less developed country.

312 29 g1 U UTSU o =il 9H ol ST ATYff & Fidl T HfQed Ieeied hiforg a1 Teh e fanfid 3 &

F=ild aedl TfeHae & faerd &g fharfafe wwemsy |

State the functions of United Nations Conference on Trade and Development (UNCTAD). 20
Do you think that UNCTAD has been successful in extending economic cooperation

among the developing countries? Justify your answer.

FATIR 3R IR TR T T T (3here) & Hl ol fellay | T 3T THeld & o faerasiia it & g anfdfe
TEANT i IgH 1 3ieheTs Thal T8 872 U IR o e i TMUd Shifog|
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28.

Distinguish between nominal and effective rates of protection in Standard Trade Model. 20
Suppose nominal tariff on imported good j is 40%, tariff rate on input i is 40%, cost share

of imported input i in the total cost of production of commodity j is 0-5%. Determine the
effective rate of protection and show that in this case nominal tariff rate is equal to the
effective rate of protection.

Ao SATIR UTEY o Ai1d T I Jifchd (ATHHT) TAT THIET T o HeA AR hiforq | A wfoT] : SATATfad a%q j

&q Jifond TR[eH 40% &, 3T i &q TR &2 40% 2, ATITIId 3T i 1 AN (28T, j T hl Fef IcaTe ATd b
0-5% | TRET hl THTE <X b1 ER0T RIS dorr 37 Tl # quifey foh sifehd (ATHATT) Ugleeh <X Ud TRequr

THTdT G THTHT |
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