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PREFACE
“Teamwork divides the task, but multiplies the success!”
Team Commerce Society, through its dedicated efforts,
splashes of creativity and teamwork, brings forth to you the
15th edition of Economics Quest, a newsletter that strives to
explore economics beyond the textbooks. Through the means
of various articles and reports on economic issues, we’ve tried
to brief you with the latest events, news, and guidelines.
We hope that this newsletter takes you on an economic
expedition and you enjoy the voyage!

MARKET
CANNIBALISATION

By Ruhin Agarwal (XI Daisydale)

The most riveting part about retail is
launching a new product. Hours of
designing, planning, logistics goes
into the making of a commodity.
The product is launched in the hope
that it will bring revenue to the
company in the future.
Here, a part of the quest to greater
revenues also involves disrupting the
market share of your competitors, in
order to expand yours.
Market Cannibalisation is a process in
which a company launches a new
product similar to its already existing
range in order to gain market share.
Suppose 3 companies (say A,B,C)
produce toothpastes [for simplicity of
understanding,
the
number
of
companies is minimised].
One of the companies (A) launches a
sub brand (D). Now the market share.
(of A,B,C,D) becomes equal, that is
25%.
Although
the
share
of
2
companies (B and C) is reduced, the
share of company A (including D)
increases to 50%.

Other than acquiring market
share, cannibalising your own
product can bring about
many good results.
Customers often prefer to
stick to one brand for a
product niche. Brands take
advantage of this fact and
launch products similar to
their already existing product.
Though sales drop for the old
model, the company still
gains as much as they did
before. In this case, the
market share/revenue for the
company is not increasing but
the
customer
loyalty
is
forged.

For
example,
Gillette
establishes
sub-branded
products similar to its old
razors. A study shows that two
thirds of shoppers which are
estimated
to
already
be
Gillette customers for another
model of razors are inclined to
buy the new model. Customers
stick to the same company and
customer loyalty is forged.
Some of our favorite brands
use cannibalisation to their
advantage.

Coca Cola
Coca Cola started in 1892 with just
one
beverage.
Today,
they
manufacture
more
than
3500
beverages. And own 500 small
brands. The market share of the
original
cola
drink
reduced
significantly but the total soda
market share owned by the company
reached an all time high of 49.9% in
April 2021.

Apple
Apple has always been honest about
their cannibalisation strategy. In an
interview, the marketing head of
Apple, Phil Schiller said “The iPhone
has to become so great that you don't
know why you want an iPad, the iPad
has to be so great that you don't know
why you want a Mac notebook. The
notebook has to be so great that you
don't know why you want a desktop.
Each one's job is to compete with the
other ones."

However, cannibalisation does
not always have a positive
effect. Kodak, the leading
company in the photographic
film business in 1973 made 10
billion dollars and had a 90%
market share. However, it later
struggled financially.
In 1975, they invented the first
digital camera. But they did
not advertise the product a lot
in fear that it would hamper
the sales of their soaring film
business. Sony and Canon
seized this opportunity to
introduce their digital cameras
to the market. By the time
Kodak wanted back in the
game, they had already lost
their market share! This shows
that cannibalising your own
products can be a good thing,
if it allows a business to
prevent
competitors
from
doing so.

HYPOTHETICATION
By Siddhanth Gaind, XII Riverdale
Many of us may not be aware of the term “Hypothecation”. It seems to be
one of those very technical or sophisticated terms but the actual meaning
and application is pretty comprehensible. It is a type of short or long term
borrowing (depending on the operating cycle and terms and conditions of
the hypothecation agreement), where a hypothecator (Debtor) pledges an
asset as a collateral towards the hypothecatee (Creditor) in consideration of
a loan taken.
The ownership of the asset doesn’t directly transfer to the hypothecatee
but the hypothecatee has full right to sell off the asset in case the
hypothecator isn’t able to pay off his liability. It mostly deals in movable
goods like stock or inventory, vehicles and securities etc which play the
role of collateral. The loan amount as well as interest rate of hypothecation
is generally low as compared to other borrowing
sources. There is no specific definition prescribed by the law as the Indian
Contract Act, 1872 categorizes hypothecation as a part of pledge (another
source of borrowings) under Section 2 of SARFAESI Act, 2002 as well as
under the Sales Law. Let us understand the concept of hypothecation with
a hypothetical example:
XYZ West Zone Pvt Ltd is a trading
unit dealing in stationery. The
company wants to borrow funds to
maintain its short term needs as well as
working capital. The company receives
a loan from the bank of Rs. 2 crores @
an interest rate of 2% per annum(loan
to be paid within 2 years) by using the
facility of hypothecation and it has to
maintain closing stock of the value
Rs.2.5 crores which would act as a
security or collateral for the loan
taken. The Hypothecation agreement
states that the borrower must pay the
full amount at one go and not in
installments (one must note that this
doesn’t happen in every case).

Even though the ownership of the stock isn’t transferred to the bank, the
company is forced to keep the minimum quantity of its closing stock
having a worth of Rs.2.5 crores in its closing balance sheet till the time the
company hasn’t repaid the loan. The bank can inspect the books of
accounts of the borrowing company to see if the terms and conditions are
met successfully or not. In case of delay in payment or non-payment, the
bank can recover the loan amount by selling off the assets without the
intervention of the court and if the company tries to defraud the bank, the
bank can file a suit against the company.
NOTE – The income received by the company from sale of stock doesn’t
belong to the bank and is a part of its income.One may get confused
between the two terms, hypothecation and mortgage. Both of them have
similar properties and features but the basic difference between the two
terms is that the loan amount and interest rate is generally low on
hypothecation as compared to mortgage and another identifiable
difference is that the assets used as collateral in hypothecation are movable
goods as stated above and assets used as collateral in mortgage are
immovable goods like building, land etc.

Re-Hypothecation is a further category of hypothecation where the
hypothecatee can pass on the hypothecation agreement to his/her lender.
Indirectly, the present owner of asset is the third party (the lender of the
hypothecatee). Presently, this form of hypothecation is not prevalent as the
risk associated with it is quite high and payment certainty is low as
compared to other form of borrowings.
The Global Financial Crisis of 2007-08 is an apt example of the limitation
of this form of borrowings as the hypothecation agreement was passed on
to various parties which led to blockage of funds and it was difficult for the
end party having the agreement to contact with the initial party who had
taken the loan. Many mal-practices also took place as the intermediaries
didn’t take appropriate collateral with respect to the loan given and the
non-payment of the initial party taking the loan created huge debts.

NUDGE THEORY
By Aarushi Bisht,XI Hilltop

From buying expensive clothes just
because they’re in trend to changing
your route while going to your school or
office just because someone told you
there was a faster route, all of us give
into subtle persuasions of the world for
some reason or the other. We all want to
believe that we are in control of our
decisions, but the truth is that we are
continuously

influenced

by

external

economics,

political

forces.
In

behavioural

theory and behavioural sciences are
termed as nudge theory. It is a concept
that promotes positive reinforcement
and

indirect

strategies

affect

recommendations,
the

behaviour

as
and

decisions made by groups or individuals
without them even realising it.

A nudge is a technique for
influencing
people
to
make
different decisions (typically ones
that are beneficial for them and
society as a whole) without
limiting
their
options.
For
example, making salad the default
option instead of cheese or using
an opt-out system for organ
donation, in which individuals are
automatically registered unless
they decide to opt-out.
So, nudges can be considered as
small
alterations
in
the
environment
that
are
easy,
affordable and help in achieving
socially beneficial ends. They're a
low-cost
intervention
that
influences a consumer's decision.
Nobel prize winner, Richard
Thaler, an economist, is primarily
credited for nudge theory.

WHAT ARE THE SEVERAL
WAYS BY WHICH PEOPLE
CAN BE NUDGED?

●SOCIAL-PROOF HEURISTICS:

The tendency of individuals to look at other
people's behaviour to guide their own is
known as a social-proof heuristic. Using
social-proof heuristics to nudge people in
making healthier food choices has been
found to be effective in some studies.

● INCREASING THE RELEVANCE OF THE

DESIRED OPTION:
When an individual's attention is directed to
a certain option, that option becomes more
important to them, and they are more likely
to choose it. For example, when snack stalls
at railway stations in the Netherlands were
moved closer to the cash register, it was
observed that customers bought more fruit
and healthy snack options. Subsequently,
similar studies have been conducted to
study the effect of placing healthy food
alternatives near the checkout counter on
customer consumption behaviour. This
technique is now regarded as an effective
and well-accepted nudge.

●DEFAULTS:

A default option is one in which the
option is automatically given to an
individual if they do nothing. If a
specific option is a default, people are
more likely to choose it. For example,
Pichert & Katsikopoulos observed that
when renewable energy was provided
as the default option for electricity in
2008, a larger number of consumers
chose it.

APPLICATIONS OF NUDGE
THEORY IN THE WORLD
●When dining out, we frequently notice one item
on the menu that is significantly more expensive
than the rest. The restaurant does not expect
us to order that item; instead, they anticipate us
to order the item that is the second most
expensive. When comparing relative prices, the
second most expensive item appears to be a
good bargain.
●In some schools, cafeteria lines are deliberately
laid out to show students healthier foods. In a
study to see if it had any effect, it was discovered
that students in the health line made better meal
choices, with healthy food sales increasing by
18%.
●In the United Kingdom, those who were overdue
on their taxes were sent reminders written in
Social Normative Messages. For example, " In
your neighbourhood, nine out of ten people have
paid their taxes on time.". By making them
appear as outliers, tax payments from those who
received these messages increased by 15% in
relation to the norm.

CONCLUSION

Because nudges can have a significant impact on
people's decisions, if in the wrong hands, they
can have serious implications. This in turn has
raised the question, whether nudges are ethical
or not. Much of the answer is determined by
whether nudges undermine or promote welfare,
autonomy, and dignity. Some nudges are
politically unacceptable, while some are noncontroversial. In the end, nudges should not, and
need not, compromise individual dignity, which
many nudges promote. It is therefore imperative
that one should look out for potentially
manipulative nudges and emphasise on dignity,
welfare, and autonomy, to avoid such a risk.

NATIONAL MONTETISATION
PIPELINE
By Bhavya Gogia, XII Hilltop

WHAT IS NMP?
The Government of India recently pioneered the National Monetisation
Pipeline (NPM) based on its ‘Asset Monetisation’ mandate under the Union
Budget 2021-22.
NMP unlocks the potential for a revenue of an estimated ₹6 lakh crore for
the government by means of monetisation of its underutilized brownfield
assets. NMP was introduced with the objective to fund NIP (National
Infrastructure Pipeline), a ₹ 111 lakh crore project introduced by Prime
Minister Narendra Modi in 2019. It has been introduced for a period of 4
years (2022-25) being co-terminus with the NIP (2019-25).
To put it in a nutshell, NMP seeks to earn revenue from the government
assets which were already established and put to use (brownfield) by
transferring these on lease to industrialists. Further reinvestment is to take
place on other assets which will provide additional benefits.
The NMP has adopted a bottom-up approach by its concentration on
monetisation of core assets like roads, railways, aviation, pipelines, and
power generation with the basic aim of giving a boost to these withering
infrastructural facilities.

Railways has claimed the lion’s share (25%) among the
monetisation of assets. The intent behind the NMP is
to enhance the productivity of these assets by
transferring operations; however their ownership still
lies with the government, as reiterated by the Finance
Minister.

It does not however include
monetisation by disinvestment or
of non-core assets like land. The
difference
between
temporary
monetisation and sale has been
underlined here.

Benefits
The National Monetization Pipeline is a unique initiative by the
government to finance its projects rather than relying heavily on taxes.
NMP seeks to recycle the underutilised assets and innovatively earn
revenue out of it. To simplify, it’s somewhat like a person giving his/her
antique furniture for rent, to put it on display and earn something rather
than keeping it to himself/herself and bearing the maintenance costs.
NMP provides transparency and incentives to investors, further paving a
way for an array of opportunities in the forefront which is covered in its
objectives. We have seen in the past how privatisation and disinvestment
have broadened the horizons for development and infused
professionalism. The Public Private Partnership (PPP) model shall
further make these assets competent and develop newer ones.

Drawbacks
While implementing the NMP initiative, the government has taken a
very broad view of infrastructural development in the country. It has
ignored the basic objective of social welfare and inequalities that persist
and are ever widening.
It proposes to raise a revenue of ₹ 88,000 crore in what remains of the
fiscal year 2021-22, which is not a small sum. The implementation of
NMP needs to be cautious and well-planned because such a proceeding
is not a cake walk.
The government needs to take into consideration the interests of the
entire nation before leasing out its assets. Even though the government
has kept the ownership of the ‘sleeping capital’ with itself, however
giving it on lease would remove any intervention in its functioning
which is against the very right of individuals who derive direct benefit
from them.

Conclusion
NMP is a better initiative than the past disinvestment and privatisation
resorts for the very reason that the state shall still own its assets. After
specific value additions and reinvestments, it can provide benefit to the
public at large in the long-term. However, NMP betrays the policy of
welfare of poor and the middle income groups, being a burden on them
in the short-term.

AFGHAN ECONOMY UNDER
TALIBAN RULE
BY ALISHA BHATIA - 12 ROCKVIEW

Many reporters have said that even though the Afghan economy is in crisis
after the Taliban take-over, there might be a chance of this take-over having
an economically positive impact very soon. This is because of the Taliban's
ability to prove to the world and their people that they can be the knights in
shining armour for Afghanistan. Naturally, improving their image by
developing Afghanistan should be their topmost priority.
But as of now, after the Taliban's
control, the Afghan economy is
showing
a
declining
trend.
Afghanistan's internal banking
system froze up and there is only
limited access to cash. ATMs
aren't even dispensing money.
The economy of Afghanistan is
already fragile. It is heavily
dependent on aid (40%of its GDP
comes from foreign aid).

.

Western powers like the US and Germany suspended foreign aid when the
Taliban took control of Kabul. The World bank and the IMF have also halted
payments. Even more, the foreign reserves of the central bank (Da
Afghanistan Bank) have been frozen. With all banks being shut down, there
is no hard currency available for civilians
According to UN reports and estimates, Afghanistan is in the middle of a
devastating drought and this has left half of the country’s children
malnourished. Because of this second drought so quickly in 3 years,
Afghanistan has already had the second-highest level of food insecurity in
the world and high rates of poverty due to the Covid – 19 pandemic.
But on the positive side, some areas of the Afghan economy might benefit,
at least in the short run from the Taliban takeover. The local businesses that
don't depend on foreign investment or foreign markets can anticipate a
stable environment and access to parts of the country that were previously
out of bounds.

DIY BOOK PLANTER
By Khushi Gupta , XI Hilltop

STEP 1
Grab a old
book

STEP 2
Take a
cutter and
make a
hole in the
book.

STEP 3
Fill it with mud
and grow a
small plant.

DIY BOWL

Using Recycled Plastic Straws

STEP 3

By Nihira Prakash(XII Rockview

Take a hot air gun and
expose the outer surface
of the glass bowl to the
heat to melt the straws
until you get the results
like shown in the picture.

MATERIALS REQUIRED
Colorful straws (used or unused), a
pair of scissors, 2 glass bowls, hot air
gun/anything that produces heat to
melt the plastic.

CAUTIONS WHILE USING A
HEAT GUN
Keep in mind the presence and
direction of the heat produced.
Always switch the tool off before
putting it down on any surface and
allow it to cool before storing it.

STEP 4
After a minute of keeping
aside the product, remove
the bowl which you had
placed on top of the other
one and take out the bowllike figure the melted
straws have molded into.

STEP 1
Take a bunch of straws and
cut them using a pair of
scissors into small cylindrical
shapes like the ones shown
in the picture and place them
in a glass bowl.

STEP 2
To spread them out, place
another glass bowl inside
the previous one.

STEP 5
Your colorful straw bowl is
now ripe! Use it as a
decoration item or to put
things on display and in a
meticulous manner.

CLICK ON THE LINKED
IMAGE TO CHECK OUT A
VIDEO TUTORIAL FOR THIS
DIY PROJECT!
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