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Q1. A manufacturing company, Alpha Appliances Pvt. Ltd., has recently expanded its production capacity to meet the growing demand for home appliances across India. After the expansion, the management noticed that the average cost per unit has decreased, even though total production costs have increased. The CEO believes this is due to economies of scale, which make large-scale production more economical. Apply your understanding on the given scenario and discuss how Alpha Appliances might be benefiting from different types of economies of scale such as internal and external economies. Explain how these factors help in reducing the per-unit cost of production, and support your answer with suitable examples. (10 Marks)
Ans 1.
Introduction 
The expansion of production capacity often brings noticeable changes in a firm’s cost structure, particularly in manufacturing industries where fixed investments are high. In the case of Alpha Appliances Pvt. Ltd., management has observed that while total production costs have increased after expansion, the average cost per unit has declined. This situation is commonly explained through the concept of economies of scale, which arise when large-scale production leads to greater efficiency and cost advantages. As output rises, certain costs are spread over a larger number of units and operational processes become more streamlined. Understanding how internal 
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Q2. Anita is a college student who allocates her limited monthly allowance between two main goods — coffee and sandwiches. She enjoys both, but due to rising coffee prices and changing preferences, she decides to reassess her spending pattern. Anita records her different combinations of coffee and sandwiches that give her the same level of satisfaction and plots them on a graph. Over time, she notices her consumption behaviour shifting as her preferences and income change.

As an economics student, evaluate Anita’s consumption choices using the concept of the indifference curve. Discuss how her indifference curve helps explain her preferences between coffee and sandwiches.Also, evaluate various the properties of the indifference curve in the context of Anita’s changing preferences (10 Marks)
Ans 2.
Introduction 
In everyday life, consumers constantly make choices about how to allocate limited income among different goods in order to maximize satisfaction. Anita’s situation reflects this common economic problem. As a college student with a fixed monthly allowance, she must decide how much to spend on coffee and sandwiches while responding to rising prices and evolving personal tastes. By recording 

Q3(A). An organic food store in Bengaluru has recently introduced a range of plant-based snacks. Over the past month, the store observed the following trends:

1. When the price of a popular snack was reduced, more customers bought it.

2. A famous nutritionist featured the snacks in a social media post, increasing overall sales.

3. Customers’ preference shifted towards gluten-free options after health awareness campaigns.

4. During the festival season, families bought more snacks than usual.

5. Prices of dairy-based snacks in nearby stores rose sharply, prompting customers to buy the plant-based alternatives.

Based on the scenario above, design a report identifying all the types of factors affecting demand for the plant-based snacks. Explain each factor briefly with reference to the scenario. (5 Marks)

Ans 3a.
Introduction 
Demand for a product is influenced by several economic and non-economic factors that shape consumer purchasing decisions. In the case of the organic food store in Bengaluru, the growing popularity of plant-based snacks reflects not only price changes but also lifestyle trends, social influence, and seasonal demand patterns. By observing variations in sales after price adjustments, 
Q3(B). GreenTech Electronics, a company producing eco-friendly gadgets in Mumbai, noticed unusual customer behavior over the past quarter. For some premium products, when prices were increased due to new features, the number of purchases also went up. Meanwhile, during a festive sale, certain limited-edition gadgets continued to sell at high prices despite price cuts. In another case, a rare collector’s edition gadget remained in high demand even as prices rose sharply.

Based on the scenario above, create a detailed report identifying the various exceptions to the law of demand. Explain each exception with reference to the examples provided in the scenario and discuss why these exceptions occur in real- world markets. (5 Marks)

Ans 3b.
Introduction 
The law of demand generally states that when prices rise, demand falls and when prices fall, demand increases. However, real-world markets often display situations where this relationship does not hold true. GreenTech Electronics’ experience highlights such unusual consumer behavior, where higher prices sometimes lead to higher demand. These exceptions to the law of demand arise due to psychological factors, social status considerations, and unique product characteristics. Understanding these exceptions is important for businesses when designing premium 








