
 

An Economist’s Passage to India 
ANTHONY J. EVANS*       February 2012 

 

 

 

 

The travel diaries of a professor of economics: this time, a brief trip to India.  

 

The taxi 

1. Remember when people thought iPods were a rip off? $399 well spent, even though the 
market average was $150. Apple got it right – they shifted 236,000 of them within 6 months 

2. Listening to ‘In Rainbows’ by Radiohead. Not sure what I enjoy more - the haunting melody 
that captures the ironic despondency of modernity, or the tenner of consumer surplus thanks to 
their innovative (and open to abuse) pricing policy 

3. The taxi crosses a bridge, and we pay a toll of 150 rupees. It’s the same price for coaches, 
which seat 40 people! I think about what would happen if they were forced to use marginal 
cost pricing 

 

The tomb 

4. At the entrance to Humayun’s Tomb the sign says: “Citizen of India” pay 20 rupees whilst 
“Others” pay 300. The guide tells me that they have 200 local visitors a month, and five times 
as many tourists – revenues heavily dependent on foreigners 

5. Am surprised to hear they’re planning on raising the tourist price by 25%. They anticipate that 
one less coach will visit. I try to work out the implied price elasticity in my headi 

6. So why aren’t they raising prices for locals as well? They believe the elasticity is 3. Fair 
enough, that’d be a big drop in volume and revenues 

7. The visitor centre screens movies every 20 minutes. They play two films, and people can 
watch both if they want: a history of the region, and a music video. There are probably 100 
people that come into the centre and as a rough estimate half look boring and half look fun. I 
start talking prices with the manager, who believes that each person would be willing to pay 
$3 for their preferred film and $2 for their least preferred. He currently charges $3 per show. I 
tell him that he can double volume and increase revenue by a third. The guide tells us that he 
can increase revenue by two thirds 

                                                        
* Prof. Anthony J. Evans prepared this note for the purpose of aiding classroom discussion. It is not 
intended to serve as an endorsement, source of primary data, or illustration of effective or ineffective 
management. © Anthony J. Evans 2012. 
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The hotel 

8. A sign in reception says “ASK US ABOUT OUR SPECIAL OFFERS”. I wonder what they 
are 

9. Looking in the mini bar: £6 for a bottle of Heineken!!! 
10. I can feel a headache developing so I take an aspirin. The Bayer type, not a cheap generic  

 

The plane 

11. I wonder how much the person sat next to me paid for their ticket on Virgin. More than me – I 
booked well in advance (and online) 

12. The flight is pretty empty. The hostess says they’re down 20% compared to normal. She 
blames the recession 

13. According to the paper BA have cut prices on flights to India by 10%. No wonder there’s a 
spare seat next to me 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                        

i The point price elasticity of demand is given by the following formula: 

€ 

εP =
ΔV
ΔP

×
P
V

. Assume that 

the “point” used is the status quo (i.e. t=0). Price elasticity can also be approximated as 

€ 

εP ≈
%ΔV
%ΔP

 


