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Q. 1. Explain Diamond Water Paradox? 

Ans. It is based on the principle of scarcity. Like water is useful, yet it is cheap due to its abundance in 

the economy. Diamonds are very expensive because they are scarce so,  people are ready to pay 

a high price. 

Q. 2. “Only scarce goods attract price.” Comment. 

Ans. The given statement is correct. All resources are not scarce in the economy. For example, the air 

we breathe is abundant in relation to wants. Such goods are available free of cost. These goods are 

known as Non-Economic Goods. On the other hand, some goods are scarce in relation to their 

wants. For example, petrol, electricity, etc. are scarce in relation to wants. These goods command 

price and are known as Economic Goods. So, it is rightly said that only scarce goods attract price. 

Q. 3. What does the slope of PPF indicate? 

Ans. PPF is a downward sloping concave shaped curve. 

 (i) Its downward slope indicates that in order to increase production of one good, another good 

need to be sacrificed 

 (ii) Its concave shape indicates that More and More unit of one good sacrificed in order to 

produce one unit of another good. 

Q. 4. “Scarcity and Choice go together”. Comment. 

Ans. All of us want better food, clothing, housing, schooling, entertainment, etc. But resources are not 

enough to meet all our wants. Even the developed economies cannot satisfy all the needs of 

people. It means, scarcity of resources is a common feature of every economy and it gives rise to 

the problem of choice, i. e. how to make the best possible use of available resources. If resources 

were available in plenty, there would not have been any problem of choice. Hence, economics is 

concerned with the problem of choice under the conditions of scarcity. 

Q. 5. “An economy always produces on, but not inside, a 

PPC”, Defend or refute the statement. 

Ans. The given statement is refuted. An economy 

operates on PPF, only when resources are fully and 

efficiently utilized, it means, if there is 

unemployment or inefficient use of resources, then the 

economy may operate inside the PPC 

 

  


