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Assignment Set – 1

Q.1. Discuss the law of demand and its underlying assumptions. Examine the determinants of price elasticity of demand and analyze how elasticity varies across different goods. How can firms use elasticity concepts for effective pricing decisions in competitive markets? (3+3+4 = 10 Marks)
Ans 1.
The law of demand states that when price of a good rises, its quantity demanded falls, other factors remaining constant. This inverse relationship is fundamental in economics. Understanding demand elasticity and its determinants further helps firms design effective pricing strategies in competitive markets for revenue maximization.
Law of Demand and Its Assumptions
The law of demand establishes a negative relationship between price and quantity demanded. 
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Q.2. Explain the law of supply and its exceptions. Analyze how shifts in supply and demand jointly determine market equilibrium. Using diagrams, discuss the impact of simultaneous changes in demand and supply on equilibrium price and quantity. (3+3+4 = 10 Marks)
Ans 2.
The law of supply states that producers supply more quantity at higher prices and less at lower prices, other factors constant. Combined with demand movements, supply shifts determine market equilibrium. Simultaneous changes in both forces shape the final price and quantity outcomes observed in real markets globally.
Law of Supply and Its Exceptions
The law of supply describes a direct relationship between price and quantity supplied. Higher 

Q.3. Examine the production function in the short run and long run, highlighting the law of variable proportions and returns to scale. Critically analyze the cost-output relationship and explain how cost curves are derived and interrelated. (6+4 = 10 Marks)
Ans 3.
The production function defines the technical relationship between inputs and outputs in any production process. Understanding short-run and long-run production behavior along with cost-output relationships helps managers optimize resource allocation and make informed decisions about scale, efficiency, and cost management across industries.
Short-Run Production and Law of Variable Proportions
In the short run, at least one factor remains fixed while others are variable. The law of 


Assignment Set - 2

Q.4. Compare and critically analyze price-output determination under perfect competition and monopoly. (5+5 = 10 Marks)
Ans 4.
Perfect competition and monopoly represent two extreme ends of market structures with fundamentally different price-output outcomes. Comparing them helps economists and policymakers evaluate market efficiency, consumer welfare, and competitive dynamics that shape industry behavior in both developed and developing economies.
Price-Output Determination Under Perfect Competition
Perfect competition involves numerous buyers and sellers, homogeneous products, free entry and exit, and perfect information. Each firm is a price taker accepting market price as given. 

Q.5. Critically evaluate the role of monetary policy and fiscal policy in achieving economic stability. Discuss the instruments used in each policy and analyze their effectiveness in real-world scenarios. (5+5 = 10 Marks)
Ans 5.
Monetary and fiscal policies are the two primary instruments used to achieve economic stability. Both aim to control inflation, reduce unemployment, and sustain growth, but operate through different channels and face distinct limitations in real-world economic environments across developed and developing nations.
Role and Instruments of Monetary Policy
Monetary policy is managed by the central bank. In India, the Reserve Bank of India controls 


Q.6. Explain the causes and types of inflation and deflation. Analyze the Phillips Curve and its relevance in modern economies. (5+5 = 10 Marks)
Ans 6.
Inflation and deflation are opposing macroeconomic phenomena that profoundly affect purchasing power, investment decisions, and economic growth. The Phillips Curve provides an important analytical framework linking inflation with unemployment, helping policymakers understand critical trade-offs involved in managing modern macroeconomic environments effectively.
Causes and Types of Inflation
Inflation is a sustained rise in the general price level. Demand-pull inflation occurs when 

