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1. (a) Discuss the fundamental nature of managerial economics?  

(b)Differentiate between microeconomics and macroeconomics. 

2. What are the major objectives of a business firm? Besides profit maximization, what are the 
other economic objectives of a business firm. 

3. What are the functions of business managers? How does economics helps business managers  
in performing their functions? 

4. (a)What are the various type of models used in managerial decision-making.  

(b) Explain the incremental concept with suitable example. 

5. (a) What is demand? State and explain demand function and demand curve. 

 (b) If the demand function is P=200-2Q, find the elasticity  of demand at P=8. 

6. (a) What is price elasticity  of demand? How can it be measured? 

(b)Calculate price elasticity  of demand if Q1=4000, Q2=5000, P1=Rs. 20 and P2=Rs. 19. 

7. (a) What is income elasticity  of demand? What are the different types of income  elasticity? 

(b) If the price of  a product is Rs. 20 per unit, the demand for  it is 800 units. But if the price 
goes up to Rs. 25 per unit, then the quantity  demanded comes down to 400 units only. Find 
the elasticity  of demand. 

8. (a) Explain the law of demand and bring out its importance. Also determine the exceptions to 
the law of demand. 

(b) The marginal revenue is Rs. 40 and the average revenue is Rs. 60. Find the elasticity of 
demand. 

9.  (a) What do you understand by demand forecasting? Survey method is one of the techniques  
 of demand forecasting. Discuss its different types. 

(b)Project the trend of sales for the 3 years with the help of the data given below: 
Year:   1999  2000  2001  2002  2003 
Sales(Rs. Million): 120  140  120  150  170 

 

10. (a) What are the objectives of demand forecasting? Explain the factors involved in demand 
forecasting.  



(b) Project the trend of sales for the next two years with the help of the data given below: 
Year:   2001 2002 2003 2004 2005 2006 
Sales(Rs. Million): 100 110 115 120 135 140 

 

11. (a)What is supply? Analyze the supply function and supply curve. 

(b)What is elasticity  of supply? Discuss. 

12. (a) Define production function and discuss its uses in managerial decision-making. 

(b) If total production is given as a function of labour Q=10L+15L2-3L3, find the average 
product and marginal production functions. 

13. Explain Cobb-Douglas production function. Discuss its important properties. 

14. Explain law of variable proportion with suitable example. 

15. What do you mean by economies and diseconomies of scale? Discuss internal and external 
economies. 

16.  (a) Explain production with two variable inputs or Isoquants with suitable example. 

(b) If the production function is Q=L2-2KL+2k2, find the marginal physical products of 
labour and capital when L=1 and K=3. 

17. Explain the cost-output relationship with the help of suitable diagram. 

18. (a) What is perfect competition? Illustrate the equilibrium of the firm under perfect 
competition. 

(b) How is price determined under the conditions of perfect competition? 

19. The demand function of a firm is given by P=50-0.005Q and the cost function 
C=30Q+10,000, find the equilibrium price, output and profit. 

20. Define monopoly. How is price determined under the conditions of monopoly? 

21. What are the sources of monopoly of a firm? Distinguish between a franchise monopoly and 
natural monopoly. 

22. Define monopolistic competition. How is price determined under the conditions of  
monopolistic competition? 

23. What is oligopoly? Discuss its characteristic. How is price determined under oligopoly? 

24. What are the objectives of pricing policy? Discuss briefly  the various pricing methods. 



25. (a) What are profits? How can they be measured? How does a firm maximize the profits? 

(b) Assuming a price function as P=90-2Q and a cost function as C=10+0.5Q2. Find profit 
maximizing output and price. 

26.  (a) Explain the break even analysis with suitable example.  

(b) Given the selling price of a product is Rs. 40 per unit , the variable cost is Rs. 24, 
permanent and the annual total fixed cost is Rs. 6,40,000, determine the break-even point. 

27. Suppose a firm incurs the total fixed cost of Rs. 2,00,000 and total variable cost of Rs. 
6,00,000 and its total sales turnover is Rs. 8,00,000, determine the break-even point. 

28. Suppose cost and revenue functions are given as C=100+5Q2 and R=150-2.5Q2. Find profit 
maximization output, maximum profit, and profit range of output. 

29. Suppose a demand function and cost function for a product is given as Q=200-2P and 
TC=20-2Q2. Find price function of the product, profit maximizing output, total cost at profit 
maximizing output, total revenue at profit making output, and profit at profit maximizing 
output. 

30. Examine critically  profit maximization as the objective of business firms. Explain the first 
and second order conditions of profit maximization.  

31. Differentiate between them: 
a. Individual and market demand 
b. Derived and autonomous demand 
c. Company and industry demand 
d. Short run and long run demand 
e. Price elasticity  and Income elasticity  of demand 
f. Accounting cost and economic cost 
g.  M oney cost and real cost 
h. Explicit cost and implicit cost 
i. Total, average and marginal cost 
j. Fixed cost and variable cost 
k. Short run cost and long run cost 
l. Accounting profit and economic profit 
m. Normal profit and monopoly profit 
n. Pure profit and opportunity cost 

 
32. Write Short notes on the following: 

a. Full cost pricing 
b. Product line pricing 
c. Price Discrimination.  
d. Break-Even Analysis. 
e. Opportunity cost 


