
📘 INDUSTRIAL ECONOMICS – Quiz 1 

 

1- Explain the meaning and issues of Industrial Economics? 

Industrial Economics is the study of firms, industries, and markets. It examines firms of all sizes, from 

local corner shops to multinational giants. 

 Industrial Economics helps us understand issues such as: 

 The levels at which capacity, output, and prices are set. 

 The extent of product differentiation. 

 The amount firms invest in (R&D). 

 Advertising, employment, wage negotiations, and dispute settlement. 

 

2- Explain the meaning, objectives, and characteristics of industrialization? 

 Used in two senses: 

o Narrow sense: establishment and development of basic and manufacturing industries to raise 

living standards. 

o Wider sense: includes changes in the entire economic structure of a country. 

🔹 Objectives of Industrialization 

1. Promote economic efficiency and growth 

2. Structural shift in economy towards industry 

3. Balanced regional development 

4. Inter and intra-sectoral linkages 

5. Base for technology transfer and development 

6. Develop international competitiveness 

7. Generate employment opportunities 

8. Develop domestic technological capability 

🔹 Characteristics of Industrialization 

1. Transfer of sources of production from agriculture to industry and services. 

2. Deepening and widening use of capital, reducing unit cost and raising profits. 



3. Development of new processes – mechanization, automation, rationalization, new products and 

markets. 

4. Social changes – modernization, improved education, less social constraint. 

5. Economic development – equal development across sectors, accelerating growth. 

 

3 - Explain the forms or patterns of industrialization? 

   (1) Pattern According to Control 

 Government-controlled industries 

 Private-sector industries 

 Industries under big industrial houses 

 Private industries under government regulation 

 Self-employment industries 

  (2) Pattern According to Growth Trend 

 Forward Industrialization: continuous progress and growth. 

 Backward Industrialization: continuous decline and slow growth. 

  (3) Pattern According to Ownership of Capital 

 State Initiated Pattern. 

 Private Initiated Pattern. 

 Jointly Initiated Pattern. 

  (4) Pattern According to Location 

 Centralized Industrialization – industries concentrated in certain areas. 

 Decentralized Industrialization – industries spread across regions. 

  (5) Pattern According to Size 

 Large-scale industries: high capital, advanced technology. 

 Medium-sized industries: investment between 5 and 10 crore rupees. 

 Small-scale industries: labor-based, urban. 

  (6) Pattern According to Intensity 

 Capital Intensive Industrialization – more capital used. 

 Labor Intensive Industrialization – more labor used. 

 



4-Explain the meaning and types of firms in Industrial Economics? 

Meaning of Firm:  

A firm is defined as an organization that employs productive resources to obtain 

products and/or services which are offered in the market with the aim of making a 

profit, while all firms are organizations, not all organizations are firms.  

 

1. Individual or Sole Proprietorship 

o The oldest and simplest form of business organization. 

o Owned, managed, and controlled by one person, who is liable for all costs and obligations. 

Features: 

o Single Ownership: Owned by an individual. 

o Individual Management and Control: Managed and controlled by the sole proprietor. 

o Individual Financing: Financed mainly by the sole proprietor. 

o Individual Accountability: The proprietor is the sole beneficiary of profits and bears all 

losses. 

o Unlimited Liability: If business assets are insufficient, private assets must be used. 

o Minimum Government Regulation: Fewer formalities to establish such an organization. 

Advantages: 

o Simple formation. 

o Independence and quick decisions. 

o Complete control over business. 

o Needs small capital to start. 

Disadvantages: 

o Lack of division of labor. 

o Limited financial resources. 

o Limited managerial skill. 

o High cost of production due to small scale. 

 

2. Partnership 

o An association of persons who agree to combine their financial resources and managerial 

abilities to carry on a business and share the profits in an agreed ratio. 



Features: 

o Two or More Persons: must be at least two persons to form a partnership. 

o Agreement: There must be an expressed or implied agreement to form a partnership. 

o Profit Sharing: There must be a sharing of profits and losses. 

o Joint Ownership and Control: The firm is owned and controlled jointly by the partners. 

Advantages: 

o Easy formation. 

o Careful decisions through discussion. 

o Division of work and labor. 

o More capital can be raised than sole proprietorship. 

Disadvantages: 

o Lack of mutual confidence may affect success. 

o Difficult to separate ownership. 

o Delay in decision-making due to disagreements. 

o Lack of clear responsibility. 

 

3. Joint Stock Company 

o An association of persons formed for some common object. 

o It is an extended form of partnership business. 

Features: 

o An Artificial Person Created by Law: A company does not take birth lime a natural 

person but forms in into distance through law. 

o Legal Existence: The Company is a legal person and it can be sued upon as an individual in 

the court of law. 

o Limited Liability: The liability of every shareholder is limited to the extent of his shares. 

o Democratic Management: "managed by the Board of Directors which is elected by its 

shareholders. 

o Collective Ownership: The Company is "collectively by all the shareholders to the extent of 

their shares. 

 



Advantages: 

o Limited liability of shareholders. 

o Large capital can be arranged easily. 

o Large-scale production possible. 

o Long life and permanence. 

o Easy to increase capital by issuing shares. 

Disadvantages: 

o Lengthy and expensive procedure for formation. 

o More government regulations. 

o Separation of ownership and management. 

o Possibility of monopoly. 

o Delay in decision-making. 

 

4. Public or State Undertakings 

o Industrial and commercial undertakings owned and run by the government. 

Advantages: 

o Development of backward areas. 

o Aim is public welfare, not profit. 

o Helps develop heavy and basic industries. 

o Produces good quality goods at reasonable prices. 



Discuss Medium and large scale industries from this points ? 

• Definition  

• Problem 

• Examples 

• Importance 

What is the Types of Diversification ? 

Discuss Small scale industries ,why the firms diversify ? 

 

What is the innovation  and what is the types of innovation ? 

 


