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ECONOMICS (OPTIONAL) — PAPER1

UPSC Civil Services (Main) Examination, 2025
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-1/2025.

10-MARK QUESTIONS 10 questions

1. Show that when prices and income increase in the same proportion, there will be no 10
change in quantity demanded for a commodity in Marshallian approach.
2R172Y foh 579 A 3R AT THH AT H 96al 6, dl ATAeIa gredhior #, fohet a%q i /i &1 71si § i giad
e g

2.  What is classical dichotomy? Is it the same as neutrality of money? Explain. 10
TfafSd fguT 9T 82 o1 I8 HgT ol JCeIdl & 9 & ? ey |

3. What are the determinants of velocity of money in Fisher's equation ? How does it differ 10
from the Cambridge version of velocity of money?

TOhaR & HHTeRT0T § g1 Fee-d7T o [iieh 9T &2 I8 ohiwsiol GIeehiuT o HaT eer-a7 & fohd T {97 82

4. What are the major reasons for market failure? Explain the role of the government in 10
this context.
TR I TIhedT o W& HRUT 1 67 39 Ga § TR i AT o AR Shiferg |

5. Interpret the slope of the IS curve. Why is IS curve normally negatively sloped? 10
IS %k &l G hl AT HINTY | IS Ieh FIHIA: NI ST aTell a1 aldl & ?

6. Write down the major limitations of HDI developed by the UNDP. 10
UAEL W, gR fashad Ta.Etamg. i wipe diwrst ot fafeg

7.  Write down the implications of knife-edge problem in Harrod’s model of growth. 10

e & Hafg Alsd | A1-4R gHE & ffgare &t faf@g

8. Whatis J-curve effect? Explain it graphically. 10
J-arsh T R 27 38 o gy e
9. Define offer curve and explain its slope. 10

TEATT Ik i TR hifoTT 3 ST eIl ol THSSU

10. State Heckscher-Ohlin theory. Explain the Leontief Paradox in this context. 10
TRR-3MEle [Agia a8 39 deof 1 frdi=eIe faRiars i &t s S|
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15-MARK QUESTIONS

13 questions

11.

12.

13.

14.

15.

16.

17.

18.

19.

What is Scitovsky Paradox? Explain it in the context of Kaldor-Hicks compensation test.

Terctamh! fadigTTe o €2 38 FieeR-fedd arfayfd uRiefor & dasf § gremsy|

How does the loanable fund theory become superior to the classical theory of interest?

o e (ffae we) fagid, st & ufdfsd f@gid @ fg wer 98 gidar g?

Consider a firm in a Duopoly market with product differentiation in which, Duopolist I
faces a demand function given by: P1=200-4q:-2q2. The cost function of Duopolist I is:
c1=5q1% Assume that Duopolist IT has 1/3 rd share of the whole market. Find out optimal
price, output and profit for Duopolist I. Also find out the output of Duopolist II.

ITe fafie 3 1Y Uek g (gaidiel) SToR & Ueh wHf W faar ifer, o yardt 1 a6t fm grr g arg o ety
1 FIHAT AT Ugd 8: P =200-4q],-2q, | SHaTl [ &l THd Tt & : ¢, =5¢ 21 HH Tiorg fob gaardl 11 & o i
TR 1 1/3 e 81 geardl (i) 1 % feit e Hedt, Ime AR @ &1 Ul @iey | geardt 11 & Icdme
(3113eqe) off UaT erIE|

"The failure of classical full employment equilibrium paved the way for Keynes' theory of
underemployment equilibrium." Discuss critically.

"OfAfSd quf ISR HJe T TAhetar = I o ACURISHTR T o THGId Sl AN UL fohdT|" AT e
HITT

Suppose that the market demand and supply functions are given by: Q_d=-500P+5000 and
Q_s=400P-400. Find out the effects of imposition of specific sales tax of 18% on
equilibrium price and quantity.

HI SN foh ITGIR <l AT 3R ATYfd Hete 39 TR fRU T € : Q_d=-500P+5000 Td Q_s=400P-4001 18% &
fafre fach! &2 & @] 21 9, T Jed Td A= 0 U arel YTal &l gdl emsy|

Define the concepts of trade creation and trade diversion. Explain their role in the
context of gains from trade bloc.

ATIR oI 3R ATIR fa=el ! HTURUTST 6l GRUTIA HITSTT | ATIR g (38 iich) H Fcud o1 & Haw § I
ofFiehT 1 T ST

Define money multiplier and discuss its determinants. Explain in terms of money
multiplier, how the banking system of an economy can control money supply.

HET T[UTeh i TR T Ud 3wk MefRent it faaemr SIfor | g1 7ot & Teof # awegy & sreferawn & dfdr
AT 7gT ATYfd ol d (AT & Fahdl 2

Do you think that perfect capital mobility under fixed exchange rate improves the
effectiveness of fiscal and monetary policies? Explain.

T SATYHT AT & b R fafama @ 3 srwarta ot gait nasfierdr, s 3 Hifge Ao Hr yvmasfiiadr 8§ gur
&l €7 THSATSY |

In a monopoly market, the demand and cost curves are given by: p=200-8q and ¢=25+10q.
Suppose that the government imposes a tax of ¥ 10 per unit. How will equilibrium price
and quantity be affected?

THITERR SR H, AT 3R @RI 99 39 YR AT 17 8: p=200-8q T& c=25+10q | 7 ST foh TR ¥ 10 i
ThIS T Y AT & | T Hed Td HIHT U SHHT T Y7d UL ?
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20. “Increasing role of multinationals has reduced the significance of foreign aid during post- 15
World Trade Organization (WTO) regime.” Do you agree with this statement? Explain.
“TGSIA ST i TGl YA A {9 AR s (WTO) & TG bl aee §, faeeit Hgrrdl & Hewd i A &
fear 817 oFam a1y 38 e & TeRd €2 W SIS

21. Do you think that economic growth and sustainable development are contrary to each 15
other? Justify your answer.
T AT A ¢ foh ik Tqfg Td Garoita fasd Ueh-ga o faudia 82 370 I ol =IrEiTd 3160l died T&d
Hig|

22. Define the concept of natural growth in Harrod’s model. What are the implications of 15
deviation of actual growth from natural growth?
&I & Aige § UTehideh gig T STTUROT Y aRINA HIfIT | Uehfdes gig & arafde gig & faaa o ffkaref €2

23. Explain the role of planning in the development process in the context of increasing 15
significance of market economy.
TR ASTE & T¢d Hewd & GoH H [T ufshar § Fier i sjfient &1 =ma S|

20-MARK QUESTIONS 6 questions

24. Derive Marshallian demand curve for an inferior good in two-commodity framework by 20
using income and substitution effects. Is this demand curve always negatively sloped ?
Explain.
T R YTTEATT YT T AN e §U al-a%q ord (hwdeh) § b 3 a&q o feTq Aisiferae AT aeh gedd Shitorg|
T g HAT Ieh GHAT FRUMHSE Gl aTell aldl & ? FHSSU |

25. Define liquidity trap. Show that fiscal policy is fully effective in the horizontal part while 20
the monetary policy is fully effective in the vertical part of the LM curve. Illustrate your
answer graphically with economic reasons.
TIAT ST bl TR hITSTg | 2R13Y foh Astentsia Hifd LM sk o &ifast vt & g8 aig & Ul & STafeh wifads Aifd
Feater 9T § QI X 9 UHTE 81 31k ST 3 §U U IR bl ATeld g1 GHETE |

26. Explain the effects of public spending on national income, if it is financed through 20
government borrowings. Why do some believe that it is important to restrict the growth
of public expenditure? Suggest how public expenditure might be controlled.
UL AT TR GTaSTi-ich 0 o YHTAl ol TR Sifoly, Al 38 TRARI IUR & Aread F faaaifad foran Sirar 81 g8 &
FT A & fob Araisti-eh o0 3 gfg ol T e Hgeaqul & ? ia ATy fos ardsti-e =g &t &d Fafia faan
ST HhdT Bl

27. Analyse critically the role of human capital and Research and Development (R&D) 20
expenditure on economic growth in the framework of endogenous growth model.
F-alid Ggfg Hisd o ord # AT aehrd W A1 Uit AR a9 Ua faere (R&D) 4 i ffeht &t
SICICEICEACES YIS

28. Explain the price effect, protective effect, consumption effect, revenue effect and 20

distributive effect of tariff in partial equilibrium framework.
SHifIR T e # HHT-S[eh (SRW) & Jed TG, TREUITETE THTE, ITHAT THTE, ST YTd T4 ot T4 &l
AR HIIT
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29. Explain the role of World Trade Organization (WTO) in the present context. Discuss the 20

merits and demerits of TRIMs and TRIPs.
AT URied § fay TR e (WTO) &t HfAeht &l e ifeig | fgr=r (TRIMs) 3R fewt (TRIPs) & T[0T 3R

ALIEIREEERIE AN
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