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Part A
Answer all questions (10 x 1 = 10 Marks)

1) Economic goods are which
a) Obey the law of Economics
b) Are scarce and limited in supply
c) Are tangible
d) Are intangible
2) Econometrics is
a) A modern name for economics
b) A specialized branch of economics which applies statics in economics
c) Economics which combines macroeconomics with welfare economics
d) A branch of economics explains neo-classical theories
3) Which of the following is not an example of public good?
a) Possession of atom bomb by a country

b) Railway services run by the country
c) Plantation of trees on both sides of the road
d) None of the above
4) Which of the following is true in the context of Indian economy?
a) It lies on the production-possibility frontier
b) In the mass and goods transportation industry, the Indian railways has a near monopoly
c) The markets for all commodities, are efficient
d) The current consumption in India is less than the capital investment
5) Which of the following statement(s) is/are false?
a) If the demand falls , the price will fall
b) If demand rises, the demand curve shifts to the left
c) Both(a) and (b) above
d) As the price rises the quantity demanded will fall
6) A decrease in price could be because of a
a) Rise in demand or a rise in supply

b) Fall in demand or a rise in supply

c) Fall in demand or a fall in supply
d) Rise in demand or a fall in supply
7) In which of the following cases will total revenue increase?
a) When demand is elastic and price rises
b) When demand is elastic and price decreases
c) When demand is inelastic and price decreases
d) When demand is perfectly elastic and price decreases.
8) For complementary goods, the cross elasticity of demand will be
a) Zero
b) Negative
c) Infinity
d) Positive, but less than infinity
9) The demand for which of the following goods best illustrates derived demand?
a) Motor bike
b) Show room
c) Refrigerator
d) Television
10) With a given plant size, an increase in the output cannot produce an increase in
a) Total Cost
b) Average fixed cost
c) Average total cost
d) Average variable cost
Part B

Answer any four (4 x 15 = 60 marks)

1) Explain the Production possibility curve with diagram?
2) Explain the factors influencing the demand.
3) Explain the types of markets based on competition.
4) Explain the advantages and disadvantages of Monopoly.
5) Explain the different types of cartels.
6) Explain the merits and demerits of Break even analysis.
Part C

Case Study 

(30 marks)
Liberalization and its effect on product substitution

Till the 1980s, India followed a policy of import substitution. Prior to the 1980s, policy makers tried to conserve foreign exchange, a “scarce commodity” in India through import substitution. However in the 1980s, they realized that export promotion is more beneficial than the closed door policy of import substitution. The policy of import substitution breeds inefficiency and because of lack of competition, the economy suffers in the long run.

In 1991, India adopted an open door policy which allowed foreign companies to enter in every field. This led to increased competition in every area of economic activity. This has given Indian customers ample opportunity to substitute the domestic product with the foreign product. Indians have shifted from domestic to foreign products not only in homogeneous products like rice and wheat, but also in specialized like consumer durables, etc. liberalization of the Indian economy allowed Indian customers to have a wider choice between Indian and foreign products. A small difference in price saw consumers switching from domestic to foreign products and vice versa. Similar elasticity of substitution is also seen in the differentiated products like automobile, cosmetics and garments, which are only similar but not identical. Competition is also high in service industries like banking and hospitality. In the automobile industry, companies are entering into joint ventures and strategic alliances. The labeling done in India, but strategic components is imported. Thus” the country of origin” effect is no longer important. Indians are increasingly buying global products, and their tastes and preferences are converging with those elsewhere in the world.

Answer all the questions

1. Explain the rationale behind consuming high priced products rather than low priced ones.

2.  How can you measure the elasticity of substitution?

3. Why do people keep switching from one product to another?
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