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ECONOMICS (OPTIONAL) — PAPER1

UPSC Civil Services (Main) Examination, 2024
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-1/2024.

10-MARK QUESTIONS 10 questions

1. Discuss critically the phenomenon of classical dichotomy. 10

TS faemaTe i " Shi ST [Ja-T hifeTT|

2. Show that ad valorem tax is preferable to specific sales tax from a firm's point of view in 10
generating the same level of tax revenue.
g HIIT foh Uk & & gIPaRIvT & AT TR hl =31 i I i o AT faeht &2 bl o1 § Jearar e
e iR & ST 81

3. Differentiate between perceived demand curve and proportional demand curve in a 10
monopolistic competitive market. Explain why the proportional demand curve is steeper
than the perceived demand curve.
Teh TahlTeRIcTe Uiadii a9 # $1d fhT 71T HAT 9ok T ATUTIdeh R a5k § g hifoTg | FHeNsy foh s fhy
T HT G5k ol T & ST HIT a5k a1 el GeT arelT aidl &

4. Explain managed floating and sterilized interventions for exchange rate. 10

fafemg X & yafIa o qm Yk gxdardl sl gHesy|

5. Explain how the equilibrium terms of trade are determined by using offer curves of the 10
trading partners.

TS foh fohd TR SATUR & 9TTER] & felg STd0T aehi ol Teriar 9 Hqfeld ATaR & 81d ad ardi ¢ |

6. Write down the major assumptions behind Neoclassical Loanable Funds Theory of 10

Interest.
TSI o A3-Uarsd Fu-awa e fgra &l W@ mrgarst & faawor 4

7. Discuss how carbon trading is helpful in reducing environmental degradation. 10
e TR fohdl TR TITARUT G-I &l HH e | Tedh eldl &2 TaaaT ity

8. (Critically examine 'per capita’ GDP as a crude indicator of development. 10

faera & Fef 7 'wifd =’ Sfto o o Teh HURSHA Gah 8| ATIETHE ARSIy

9. Examine the role of treasury bills in controlling money supply. 10
HeT I gfcd ot Faf=rd e & Tsteniiy foet hr offient a1 aderor S|
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10. "Higher tariffs do not increase employment, they just redistribute the unemployed." Do 10
you agree with the statement? Explain.
"I ULk USHIR H i = ik AT SRISHTR] &1 ATGaRuT shid & 1" oRIT 310 38 e § Tghd 8?2 Grssy|

15-MARK QUESTIONS 12 questions

11. What is the difference between Fisher's theory and Cambridge cash balance approach to 15
quantity theory of money? What is the criticism of each? Which one is more relevant in
present context? Justify.

HET o URATOT FEgT=d & Swaiia fheR o FEgIea qe ShimsisT o Teha Y gIEahIT H T 3= &2 U GIOahIUT i T
SATATEAT ol TS 8?2 TAHH Gl § DhiH-9T gIeahIvT e THRe 8? Hifacd [9g S|

12. Calculate the equilibrium national income (Y) and interest rate (r) by using an 15
appropriate macroeconomic model from the information given below : Aggregate saving
function s=-40+0.5(Y-T)+0.251, Tax function: T=20+0.2Y, Investment function: I=20-0.25r,

Money demand function L=0.4Y-0.5r, Aggregate money supply: M=40 (rupees in crore).
How will the equilibrium values change when money supply is increased by 20 crore?
12 € g8 gEIeT & SATUR W Afeid AT AT (Y) 76 AT X (1) i 0T Toh FHfET AT 31fefen Hise &
IYTNT gRT HIIY : Fohed s9d B $=-40+0.5(Y-T)+0.251, R ®er: T=20+0.2Y, Fasr wer: 1=20-0.251, TgT
HiT %t : L=0.4Y-0.51, Fehet Hal i : M=40 (g $UT) | STd 7l b1 gfdl bl 20 FHAS @11 ST, T Feert
el # ford TR gikad arm?

13. Critically analyse classical theory of interest. 15
TST o UTATSd [gId I AT T (90T Shiferg |

14. Distinguish between public goods and private goods. Explain how market failure occurs 15
in the case of public goods.

qrdwTeh 9 sl aEgell #§ 9 HIfIg | Arasi—en aegail & Twey # il IR Sl JAHAdT 3¢ Bld ¢, T DTy |

15. Write down the behavioural assumptions used in Marshallian and Walrasian approaches 15
of market stability. Show that these two approaches become conflicting when both the
demand and supply curves are positively sloped.
AT 3R AT % TR 1 FIRAT o GIEeRIUT H Ugad SAdeR-Sr=l AT=IdTa! i [Ii&Q | T A foh I Jet
SRRIUT 3T qHT WRER faRTefl &1 SITd § ST /T @ Gfd G Iohl a1 oTel HehRToeh el &l

16. Describe the short-run and long-run equilibrium of a firm under monopolistic 15
competition.

TeRITIRIETER UIAAIRIAT o ST Ueh WH o AU T eIt Tqel ol qui shiferg |

17. Discuss the inverted 'U' shaped hypothesis by Kuznets in describing the relationship 15
between inequality and economic growth. How is this hypothesis useful for developing
countries?

SGHHAT T AT gig o Hed v ol JUH T & flT Foted & Ioe 'U' HThR & Fsh ol TR T ol
Hify| faerasiter <2t & g a8 uRereT o TR e 872
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18.

19.

20.

21.

22.

Explain how the elasticity of demand for foreign exchange is influenced by the elasticity 15
of home demand for imports and by the elasticity of home supply of import-competing

goods.

HHEY foh ford wrenR faceft fafama <ht HivT &t o7, STrardll el Bive] HFT <hl &l qe STramd Uiadit Icamal <hl a¥e] fd

&I & G goTfad gt &l

By using Stolper-Samuelson theorem, discuss the possible effects of free trade on income 15
inequalities in developing countries.

IAR-GRIUEH g &t gerrar 4 fasrasiier <ot &t 317 ot ATAHASAT TR UgH a7l o ATIR & FrTdd
Tl & 94l ity |

Distinguish between warranted rate of growth and natural rate of growth. Explain how 15
knife-edge instability problem occurs in Harrod's model of economic growth.

faerre & srufera a¥ qem UTehfaes & H =X hITSTg | Twasy foh fohd TR 83 & afefer gfg & wise & 1 il 4R

SRR i THET I Bt 21

Discuss the issues (pros and cons) in the debate over import substitution and export 15
promotion strategy for developing countries. Which strategy would you favour and why?
Explain.

faerrarsfier 2eit & forg strara iz qen Fafa dae & orEifa & are-faare & 78 (ver-fauer) i fagemr S

3Ty TR YU o1 TEe e 3R o ? qHeEv|

What are the advantages and disadvantages of public-private partnership model for 15
economic development? What are the key prerequisites for success of PPP model?

Explain giving examples.

aefen faepre # wrdsti-en-fsht WRIIQRY #ige & AT d -l &1 8 ? FIdsT-eh--sil HEan Jigd sl Hherdl sl § T

T TGRS T 62 ISTEL0T oh TTe AT hiforg|

20-MARK QUESTIONS 6 questions

23.

24.

25.

Derive Pareto optimality conditions in production in a two commodities-two factors-two 20
producers framework. Show that Pareto optimality does not necessarily guarantee for

equity.

IcUTe H 4 IE-al TTY-G1 IATEHI o Brd o HA-iid Uel SEAHAT hl 2Tdl ol Fcud ity | &g iy fos deer

TEANAT AL T T AT 6 AT Tl &t 21

Discuss the elasticity approach and absorption approach for adjustments in balance of 20
payments.

I A H FHATIISH o I GIEehIUT T HAMTUT GEHIUT T JUH HIAT|

Explain the concept of underemployment equilibrium with graphical illustration. Why 20
full employment cannot be reached automatically in Keynes' approach? Analyse.

TR o IGTET0T H H-ISHTR Fer hl HTERUT bl FHSTEY | hI=H % D01 § YUf ISR o1 Tz i el U

foram T wehar 82 faserwor iy
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26.

27.

28.

Describe the mechanism of credit creation by commercial banks and its implications on 20
multiplier effect. Analyse some of the limitations that can jeopardise the implications on
multiplier effect.

AT dehi gIT TG Ju o d-1 AT 0T YT TR 38 [HTeard! ol auid hifelq | Ho el o ot fasesor sy

ST T0TeR THTE o Ffgmet i ugar gendi 8

Explain how the structural transformation, in the economy, takes place with surplus 20

labour as per Lewis theory of economic development.
THTEY o wifdd & amfefer faemma & fagd & AgaR afde o i sferaen | fohd UehR HXa-Tce SUT=aR0T
a2l

Describe the major components used in Human Development Index (HDI) by the United 20
Nations Development Programme (UNDP). Write down the methodological limitations of

this index. Suggest appropriate method to eliminate these limitations.

Tgara g Taere i (o Tro Slo Wlo) o A4 AT Faaieh (Tdo Elo 3T50) & T&T HIHG! T U HIg| 39
Geehich 1 TTfatees (foham-ugfa o) Himmet ot feifaq) 31 Himsti ot ¢ a & fely Iugerd wiafd 1 garma i)
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