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The Union Public Service Commission (UPSC) Civil Services
Examination is considered India’s most challenging competitive exam. Among
the optional subjects, Economics has consistently drawn aspirants with strong
analytical aptitude and a background in theory, mathematics, and current affairs.
Economics as an optional is divided into:
e Paper 1 - Microeconomics, Macroeconomics, Quantitative Methods,
Growth and Development, Money/Banking, and Public Finance,
International Economics



While Paper 1 tests aspirants on core theoretical frameworks, Paper 2
emphasizes the application of economics to India’s developmental
experience, making it highly contemporary and policy-driven.

The UPSC 2025 Economics Optional Paper followed this established
pattern. The paper was not a memory test alone but demanded the ability to
apply conceptual frameworks to India’s and the world’s economic
realities. Questions integrated themes such as fiscal federalism, inflation
targeting, climate finance, global trade disruptions, and the digital
economy. Aspirants had to showcase both theoretical clarity and
awareness of current affairs.

A closer look shows that many questions directly echoed the classroom
discussions, notes, and test series of Plutus IAS. The institute’s consistent
emphasis on linking economic theory with policy debates, backed by
data-driven insights, gave its students a distinct edge in approaching the
paper with confidence and exam-oriented precision.

Section A — Microeconomics, Macroeconomics, Public Finance &
Monetary Economics

Microeconomics:

e Marshallian demand theory (Q1a, Q2a) continues as a UPSC staple.

e Duopoly and Scitovsky Paradox (Q2b, Q2c) highlighted the weight on
oligopoly/game theory and welfare economics, both recurring
themes in recent years.

e Market failure and government intervention (Q1d) underlined the
applied angle of microeconomics, connecting theory to policy.

Macroeconomics:

e IS-LM framework (Qib, Q3a) was tested directly, showing UPSC’s
preference for diagram-based policy analysis.

e Classical vs Keynesian debate (Q3b, Q3c) resurfaced, with focus on
underemployment equilibrium vs full employment, marking a
return to fundamentals.

e Loanable funds theory (Q3b) revealed UPSC’s interest in comparative
approaches to interest rate determination.

Public Finance & Monetary Economics:
e Velocity of money — Fisher vs Cambridge (Qie) and money
multiplier (Q4c) reinforced classical themes in monetary economics.



e Tax incidence and effects (Q4b) highlighted the trend of numerical
and mathematical applications in Economics Optional.

e Public expenditure, borrowings, and controls (Q4a) reflected the
continuing debate around growth vs fiscal prudence.

Trend Insight: Section A relied heavily on classical demand theory, IS-LM
mechanics, welfare paradoxes, and money supply frameworks, while integrating
numerical problem-solving. It reaffirmed UPSC’s demand for conceptual clarity
blended with applied problem analysis.

Section B — International Economics, Growth & Development

International Trade:

e Offer curves, J-curve, Heckscher-Ohlin vs Leontief paradox (Q5a,
Q5b, Q5c¢) demonstrated UPSC’s mix of traditional trade theories with
paradoxical outcomes.

e Graphical representation (J-curve) added a layer of applied analysis.

Growth Theories:
e Harrod’s knife-edge instability (Q5d, Q7c) and endogenous growth
models (human capital, R&D) (Q7a) proved that growth theories
remain evergreen.

Policy & Institutions:

e Questions on WTO, TRIMs, TRIPs (Q8a), capital mobility (Q6c¢c), and
planning vs market economy (Q8c) reinforced the
policy-institutional orientation of Section B.

e They tested aspirants’ ability to link classical models with contemporary
global institutional frameworks.

Development Economics:
e HDI Ilimitations (Qs5e) and sustainability vs growth (QS8b)
underlined UPSC’s increasing push towards human development and
environmental economics.

Trend Insight: Section B maintained UPSC’s tradition of balancing classic
theory (tariffs, growth models, trade theory) with contemporary
global debates (sustainability, WTO frameworks, human
development). This blend makes International and Development Economics
central to Paper 1 preparation.

Key Takeaways from UPSC 2025 Economics Optional Paper



1. Balance of theory and application: Classical theories (Marshall,
Keynes, Harrod, H-O model) remain vital, but their application to
contemporary policy debates is increasingly tested.

2. Numerical & diagrammatic analysis: Growing weight on quantitative
questions (tax incidence, money multiplier, IS-LM, trade curves).

3. Policy focus : Fiscal prudence, WTO rules, TRIMs/TRIPs, climate
finance, and India’s growth challenges appeared prominently.

4. Plutus IAS Advantage : Classroom focus on theory + applied
economics, coupled with test series mirroring exam trends, ensured
aspirants could write structured, analytical answers with confidence.

Conclusion:

The UPSC 2025 Economics Optional Paper reaffirmed that the subject is not
about rote memorization but about integrating theory with current realities.
Aspirants need to master concepts, numerical methods, and institutional
economics, while staying updated on policy debates and economic data. For
students of Plutus IAS, the strong overlap between classroom preparation and
actual paper trends provided a decisive edge.






