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Note: 

1. The paper is divided into three sections: SECTION-A, SECTION-B and SECTION-C. 

2. There are seven questions in SECTION-A, attempt ANY FOUR. 

3. SECTION-B has five questions, attempt ANY THREE. 

4. All the questions of SECTION-C (Case Study) are compulsory.

SECTION-A (10 Marks each)

1. 
Differentiate between movement and shift in the demand curve.
2. 
How does time perspective principle supports manager in taking managerial decisions?
3. 
What lies at the foundation of alternative theories of business firm? Do they really offer an alternate explanation to firm’s behavior?
4. 
What are the characteristics on the basis of which markets are categorized? Explain with suitable example for each market.
5. 
Illustrate with suitable example how Product Differentiation in Monopolistic Competition leads to creation of monopoly power as well as competition.
6. 
Write short note on Diminishing Marginal Rate of Substitution.
7. 
Establish the relationship between TP, MP and AP curves and three stages of production.
SECTION-B (15 Marks each)
8. 
What are the conditions for consumer’s equilibrium? Explain and illustrate consumer’s equilibrium using indifference curve techniques.
9. 
Managerial Economics deals with analysis for identifying problems, organizing information and evaluating alternatives. Do you agree and why?
10. 
What is law of demand? Explain the factors on which the demand for a commodity depends.
11. 
Explain with suitable graphs, how various short run cost curves of traditional theory behave.
12. 
Define the elasticity of demand and explain why this concept should be of interest to anyone in business who has a choice to make about the price at which to sell their products?
SECTION-C (15 Marks)

Case Study (Compulsory)

Jet Airways Crisis
(Edited from Live mint article (by Sudeep Khanna) Updated: 24 Apr 2019, 11:53 PM IST)

In the aviation industry, we have the oft-chronicled instance of how when the first set of private airlines like Damania Airways, ModiLuft and East-West Airlines collapsed in the mid-1990s, they were replaced quickly by newer players like Jet Airways, Air Sahara, Air Deccan and of course, Kingfisher Airlines. In turn, even as the last three were disappearing from the map, their place in the sky was being taken up by IndiGo, SpiceJet and GoAir.

The airline business is at its core fairly straightforward, with the mobility of underlying assets a given. Planes, gates, pilots and other key resources can smoothly be transferred from one company to another. After all, in which other business can you slap a new name over an existing one overnight and operate as if nothing has changed?

But, even in a more complex sector like the telecom industry in India, the elimination of six of the nine companies that were present in the business even three years ago hasn’t led to a shrinking of the market or even a paucity of choice for the customer. Indeed, if anything, with the business reduced to just three major competitors, there has been a bonanza for customers in terms of lower prices and greater data offerings.

Far from leaving a hole that can’t be filled, the exit of a market leader often triggers a burst of fresh growth. That happens largely because incumbents, especially those who are leaders, tend to get caught napping just when the market is ready for take-off.

In 2007, Nokia had a 50% share of the smartphone market. Today, its share is down to barely 1%, but the market for smartphones has grown exponentially. Nokia didn’t read the tea leaves and paid the price for it.

Around the same time, an entirely new business was emerging around the social media space. At this time, Myspace was acquired by Rupert Murdoch for $580 million in 2005 in an effort to leverage its hugely popular online community for his news business. Just four years later, Murdoch sold Myspace at a massive 90% discount, effectively killing it as a competitor. But instead of signaling the end of social media as a business, it marked the rise and rise of Facebook.

Market leaders slip and fall due to complacency, mismanagement, circumstances beyond their control or simply because they have nothing new left to offer, and this cycle of boom and doom has become increasingly shorter.

Indeed, the consolidation that has taken place in both telecom and aviation in India is the new norm for businesses across the world.

The truth is the Jet airline has been underperforming for several years now. Its fate also reflects the repudiation of its business model. Simply put, the yield on a two- or three-hour flight—which forms the bulk of air services within India—can never justify the full-services model that Jet Airways adopted.

Only low-cost airlines, with their maniacal drive to constantly cut costs, grow revenues and maximize efficiencies, can survive in such markets. It is a trend that is being replicated in country after country, with even the long-distance flying market now being driven by low-cost carriers (LCCs).

According to the International Civil Aviation Organization, LCCs are consistently growing at a faster pace than the world average growth, and their market share is continuing to rise both in advanced and emerging economies. In 2018, these LCCs carried an estimated 1.3 billion passengers, accounting for approximately 31% of the world’s total passengers on scheduled flights.

13.
Case Question: In which market would you categorize Aviation Industry? Explain in detail by enlightening characteristics of the market and aviation industry. 
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