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ECONOMICS (OPTIONAL) — PAPER1

UPSC Civil Services (Main) Examination, 2023
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-1/2023.

10-MARK QUESTIONS 10 questions

1. Explain why it is considered difficult for open market operations to affect both the 10
availability and cost of credit at the same time.
TSy foh Get SR 1 ohanali o GRT ARG ol IUASHAT Ud ANTd il ol Ueh of THT X THITAd ST a1 o 7T
STt e ?

2. Examine the role of price elasticity of demand in determining the price set by a 10
discriminating monopolist.

e fA9aTcHe TahITYaRl GRT ShiAd-[-eiRoT & HT 2l hiAd-cid ol [T o UIeToT iy |

3. What is meant by internal rate of return in the theory of investment? What is its 10
importance in deciding whether to accept investment project?
Fa-TEgra & swaia Trdieeh Tiathel-a2 ol 9T 379 ¢ ? fordlt fasr aRais T &l WeR & €, a8 g o &
THHR FITHEA & ?

4. Explain the major differences between classical and Keynesian macroeconomics. 10

UfafSd Td shesita Tafe srefernes i Wi foaaneti ot ome S |

5. Explain the backward bending supply curve of labour as a choice between income and 10
leisure.

A Td HGHTY & 19 A o G H, UTe i 3R goh §U 1 o Gfd dsh hl AR HI1TT |

6. Explain how modified HDI is an improved measure of development over HDI. 10
TrEEy o fohe yehR ifera Ta.8n.ame, ford UehR T2 31TE, <t stdier faehra Y U 39 Wi &1

7. Can Kuznet's hypothesis of an inverted U-curve be extended to analyse environmental 10

degradation? Explain.
FT HH-C & Teh Jec U-deh bl URHeUHT TRty STashHuT & fasetour & foid ugerd g1 Herdl & ? el hifaiy |

8. Factor intensity reversal is incompatible with Heckscher-Ohlin model. Examine this 10
statement.
"SR ST IHHUT ZRRR-3TEe Higd ¥ ST &1" 3 e T URIeJUT il |

9. Why depreciation of a currency is inflationary? Explain. 10

foneht it o eaeTe whifde o araT & ? SHeney |
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10. How renewable energy use can help attain environmental sustainability? Explain. 10
TFATIRROT Fatt IUTNT fohd YehR TAfaRuiia TIeufiadT UTed i H e ¢ ? THeed |

15-MARK QUESTIONS 12 questions

11. In the IS-LM framework, the effectiveness of monetary and fiscal policies depend on the 15
interest elasticity of investment. Explain.

IS-LM & & 3f=rid Hifeer Td Tstenrsie Hifaat &t gurasiierdr, faer 6t sare-airg w At et 81 99emsu |

12. Perfect competition is incompatible with increasing returns to scale. Examine the 15
statement.

"QUi-gfAAAAT, THTA & Sgd Ufdthel o F1e STETd 81" 3H e T UA&I0T HITg |

13. How important is speculative demand for money in achieving unemployment 15

equilibrium in the Keynesian model? Discuss.
it HISE o =i, SRISTT-He UTed el H HgT hl Fgl-STi-d HIT &l &I Hgd & ? T4l hiforg |

14. Describe a model of oligopoly that explains price stickiness. 15
NIRRT & Teh UY TS chl ARET hIToTT Sl (HEIeT hIHd hl TR HT ¢ |

15. Examine the significance of external economies and product variety in the context of 15

international trade theory.
ST AR g & Twaof #, 9Te] [Haaaiarsti aT 3cTq [AfderdT o Hecd ol UUA&T0T ShifoTy |

16. What is the golden rule of capital accumulation? Explain it using a growth model. 15

Uit Fera ol WorH fgr=d o1 8 ? ek dgfg Aise &1 Ja ohid gU 38 GHEET |

17. Discuss Friedman's restatement of Quantity Theory of Money. Under what conditions, it 15
reduces to classical Quantity Theory of Money? Explain.
ThISH o HgI-URHATUT-RIGI & Y-ehe ol faaaaT hiforyg | g font qematt #, wiafsd ger-ufemor-Rigra & ufafda e
ST & ? THEEY |

18. Explain the concept of steady-state in the context of Solow model. 15
il Aied & deH H, [RR-37aEI AR I AT ST |

19. "Income inequality is not a cause of concern as long as per capita income is rising." 15
Critically examine this statement.
" STG-STFHAT [T o IRUT &l & STl deh foh Ul AT AT & GG &1 W €1" 3T e HT ATAa-TeTh T8I0
HINTT |

20. A continuous process of innovation and invention would give rise to trade even between 15
countries with similar factor endowments and tastes. Examine the statement.
"TATIR G ATIEHR T Tad TishdT T 3 220 & o oft SATIR TR 81 ST1a @ fomeht svrer fferat qen sieat qum &1
YT T YALTT SIS |

21. Tax burden is distributed between buyers and sellers in the ratio of elasticities of 15
demand and supply. Explain.
RT3l 3R TachdTall o HeA -9 HAT 3R Gfd @il o STUTd § [Iaied erdT & | et ity |
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22.

20-MARK QUESTIONS

23.

24.

25.

26.

27.

"Balanced and unbalanced growth strategies are not substitutes but complementary to
each other." Discuss.

"Hgfrd T srqfoia Tgfg-umifaa ver gak Y ufawemes T8 sifiq uRes €1 ==t Hiferg |

Explain the Cournot model of duopoly using reaction functions and interpret it as a Nash
equilibrium.

UTAfohaT TeTHl a1 TRINT id §U HUT o gaTShR Higel ohl SR hifSTy qT 3TehT A-Tder & ¥ H fAde I |

Under rational expectation hypothesis, systematic monetary policy is ineffective. Explain
the above statement using a suitable model.

" qTfeheh TTRIT-UReeUAT & 3t=aiid, Fafad Hifgs Hifd st 2t 81" Te 3T Aied & gR1 Iudad e &l
AT AT |

Consider the market for good X for Country 1 and Country 2. The supply and demand
functions for Country 1 are given as P=Q+70 and P=170-Q while that of Country 2 are
given as P=10+Q and P=110-Q. Assume that there are two countries in the world and
trade is balanced. Free trade price is stabilized in between autarky prices of both the
countries. Based on the above information, answer the following questions : (i) From the
free trade price and zero transportation cost, if the importing country imposes an import
quota of 50 units, determine the quantity of good X produced and consumed. Calculate
the consumer and producer surplus and protection cost due to import quota. (ii) From
the free trade price, assume that the importing country is small and consider an import
tariff of Rs. 10 per unit on good X. Calculate the impact on consumer surplus, producer
surplus and government revenue. Does this policy increase national welfare?

T X I IR &7 1 q1 Q%1 2 H 81 327 1 7 gff a 60T e hAst P=Q+70 au1 P=170-Q € Sia fh 2 A gfi @
HT et shAST P=10+Q qT P=110-Q & | A @ity fob fasg & ohaet A 31 <21 &1 & T 39T AR Sdfeid & |
A FATIR AT Q1 21 o ATIR T Ugel 1 vl o 7edl Ed gt | Iuderd T ! 9 § ord gu, e wsff &t
IR T : (1) W=l AR SHIHd T L TR ANTd R, TG AT ST 50 FR1FAT T IATA-39ALT TR & df
& X % IS Td IUTNT ! /ST AT HITIY | STATA-3A9IL T T ITHTRT Afcieeh, IATGH HAlciieh qem HRefor
WA SANTIOIG HIfTT | (i) TS ATATAR <21 BT & AU W= ATIR HiAd TR a8 X W 10 €. U 312 H U
AT & T ST THTT JUTSRT 3Tl IcdTeeh-3Tfdeh qT ASThIT-3TRTH TR AT hifory | o1 g Hifa Tt sheamor &
a2 ?

How important is rent from extraction of renewable and non-renewable resources to
distinguish between Net Domestic Product (NDP) and Environmentally adjusted Domestic
Product (EDP). Will the distinction be valid if we have an economy with only renewable
resources and the economy reaches the point of maximum sustainable yield?

ARG T R-AdRvi ST o fade & I @, g I 301G (TH.31.H.) Td wafaeo-awmaiforg S
(32101 | g F & i fond=m Hecaqut & ? afe aref soaeer # dhae Adi-ieneuitar dares g qe srefeqawen
HATRAH-gRUTT Icure & fag W ugd T2 &, ot off o ug faie A= ghm ?

Human capital and components of research and development are determining factors of
economic growth. Explain using appropriate endogenous growth model.

HIE-GST T e Ua fdehTd o Haga afefes Hqfg o Huiter ®Re ¢ | FeifEd Adsiia dgfg Aise &1 Jgi id §U
AT HIY |
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28. Explain the concept of sterilization in the context of monetary approach to balance of 20
payments.

AT o Hifoeh greehioT & g §, "Remgaem" &l SauRuN Ht 2Re SNy |
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