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                                                             SECTION - A
                                     ANSWER ANY TEN QUESTIONS                          (10 x 2 = 20)
1. Define Managerial Economics
Managerial Economics can be defined as amalgamation of economic theory with business practices so as to ease decisionmaking and future planning by management.
				
2. What is meant by Incremental Principle?
Incremental principle states that a decision is profitable if revenue increases more than costs; if costs reduce more than revenues; if increase in some revenues is more than decrease in others; and if decrease in some costs is greater than increase in others.

3.  State the meaning of Utility.
Utility is an economic term referring to the satisfaction received from consuming a good or service.

4.  Define Indifference Curve
An indifference curve is a graphical representation of a combined products that gives similar kind of satisfaction to a consumer thereby making them indifferent.Every point on the indifference curve shows that an individual or a consumer is indifferent between the two products as it gives him the same kind of utility.

5.  List the factors of production
Economists divide the factors of production into four categories: land, labor, capital, and entrepreneurship. 

6.  Describe Marginal Revenue
Marginal revenue is the net revenue a business earns by selling an additional unit of its product, while average revenue refers to revenue earned per output unit. Thus, marginal revenue is the change in revenue divide by the change in quantity, while average revenue is total revenue divided by the number of units sold.

7.  Give the definition of Law of Supply.
The law of supply in economics states that as the price of a good or service increases, the quantity of goods or services increases, and vice versa.

8. Write the meaning of Dual Pricing
Dual pricing is the practice of setting different prices in different markets for the same product or service.
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9. What is meant by Price Discrimination?
Price discrimination is a selling strategy that charges customers different prices for the same product or service based on what the seller believes it can get the customer to agree to. In pure price discrimination, the seller charges each customer the maximum price they will pay.

10. Interpret the meaning of Market.
A market is any place or venue where buyers and sellers can exchange goods and services. A market may be physical, like a retail outlet, or virtual.

11. List the types of Market.
· Monopoly 
· Oligopoly
· Perfect competition
· Monopolistic competition
· Monopsony
· Oligopsony
· Natural monopoly

12. Infer the term Oligopoly
In other words, the Oligopoly market structure lies between the pure monopoly and monopolistic competition, where few sellers dominate the market and have control over the price of the product.


SECTION – B
                                   ANSWER ANY FIVE QUESTIONS                    (5 x 5 = 25)
13. Elucidate the objectives of a Firm.
 The five main objectives of a business firm are profit maximization, market share expansion, increasing shareholder value, customer satisfaction, and corporate social responsibility.			
14. Discuss the uses of Indifference Curve Analysis
· It is a handy microeconomics tool that has freed the theory of consumption from the Marshallian utility analysis. It has helped explain the concept of consumer surplus, demand curve and consumer equilibrium.
· The indifference curve has been used to dissect the producer’s equilibrium and the problems of exchange, taxation, rationing, etc.
· Criticisms Regarding Indifference Curve
· Indifference curve is said to make unrealistic assumptions about human behaviour.
· It is unable to explain risky choices undertaken by the consumer.
· It has been criticized for being an ‘old wine in a new bottle’ for it has merely rehashed the concept of diminishing marginal utility of a product in new terms.
· It is based on unrealistic expectations of rationality, perfect competition, divisibility of goods and perfect knowledge of scale or preference, completely negating the imperfections in the decision making process of the consumer.
· It has been argued by some economists that a consumer is indifferent to close alternative combinations as he or she is not able to recognize and appreciate the difference between the two. But as the difference between the goods in the combination increase, the difference becomes more apparent and the same indifference curve will not yield satisfaction to the consumer.

15. Explain the different Cost Concepts	
· Accounting costs and Economic costs
· Outlay costs and Opportunity costs
· Direct/Traceable costs and Indirect/Untraceable costs
· Incremental costs and Sunk costs
· Private costs and Social costs
· Fixed costs and Variable costs
				
16. Elaborate the various degrees of Price Discrimination
First-degree is when a seller charges all buyers the highest price and allows for reductions. Second-degree is when a seller changes price depending on the quantity purchased. Third-degree is when a seller charges different prices for different consumer groups based on a specific attribute.

17. Articulate the features of Perfect Competition
· A large number of sellers and buyers – A large number of consumers with the willingness and ability to buy the product at a certain price, and a large number of producers with the willingness and ability to supply the product at a certain price. As a result, individuals are unable to influence prices more than a little.
· Anti-competitive regulation: It is assumed that a market of perfect competition shall provide the regulations and protections implicit in the control of and elimination of anti-competitive activity in the market place.
· Every participant is a price taker: No participant with market power to set prices.
· Homogeneous products: The products are perfect substitutes for each other (i.e., the qualities and characteristics of a market good or service do not vary between different suppliers). There are many instances in which there exist "similar" products that are close substitutes (such as butter and margarine), which are relatively easily interchangeable, so that a rise in the price of one good will cause a significant shift to the consumption of the close substitute. If the cost of changing a firm's manufacturing process to produce the substitute is also relatively "immaterial" in relationship to the firm's overall profit and cost, this is sufficient to ensure that an economic situation isn't significantly different from a perfectly competitive economic market.
· Rational buyers: Buyers make all trades that increase their economic utility and make no trades that do not.
· No barriers to entry or exit: This implies that both entry and exit must be perfectly free of sunk costs.
· No externalities: Costs or benefits of an activity do not affect third parties. This criterion also excludes any government intervention.
· Non-increasing returns to scale and no network effects: The lack of economies of scale or network effects ensures that there will always be a sufficient number of firms in the industry.
· Perfect factor mobility: In the long run factors of production are perfectly mobile, allowing free long term adjustments to changing market conditions. This allows workers to freely move between firms.
· Perfect information: All consumers and producers know all prices of products and utilities they would get from owning each product. This prevents firms from obtaining any information which would give them a competitive edge.
· Profit maximization of sellers: Firms sell where the most profit is generated, where marginal costs meet marginal revenue.
· Well defined property rights: These determine what may be sold, as well as what rights are conferred on the buyer.
· Zero transaction costs: Buyers and sellers do not incur costs in making an exchange of goods.

18. Summarise the determinants of Demand.
Determinants of demand are factors that influence how much of a product or service people 
want to buy. In simpler terms, they are the things that make people decide whether to buy more 
or less of something.
1. Price
2. Income
3. Taste and Preferences
4. Population and Demographics
5. Advertising and Promotion
6. Substitute Goods
7. Complementary Goods
8. Expectations of Future Prices
9. Government Policies and Regulations
10. Cultural and Social Factors
11. Consumer Confidence
12. Brand Loyalty
13. Peer Influence
14. Availability of Credit
15. Seasonal Factors
16. Technological Advancements
17. Natural Disasters and Crises
18. Government Subsidies
19. Ethical and Environmental Concerns
20. Foreign Exchange Rates

19. Differentiate between Perfect Competition and Monopoly
	Parameters
	Perfect Competition
	Monopoly

	Meaning
	Perfect competition is a market structure in which many small firms compete with each other, and there are no barriers to entry or exit from the market.
	A monopoly is a market structure in which a single firm controls the entire market for a particular product or service.

	Number of Sellers
	Very large numbers of sellers.
	The market has a single seller

	Number of Products
	Homogeneous products
	No close substitutes in the market. 

	Price
	Uniform price as each firm in this market is a price-taker.
	Possibility of price discrimination due to firms in this market being price makers. 

	Selling Cost
	No selling costs are incurred.
	Only informative selling costs are incurred. 

	Level of Knowledge
	Perfect market knowledge.
	Imperfect market knowledge

	Entry and exit firms
	Freedom of entry and exit of the firms.
	Restrictions on both entry of new firms and exit of old firms.

	Demand Curve
	The perfectly elastic demand curve
	Less elastic and has a downward-sloping demand curve




SECTION – C
                   ANSWER ANY THREE QUESTIONS                 (3 x 10 = 30)
20. Examine the Nature and Scope of Managerial Economics
· Cost Analysis
· Pricing Strategies
· Market Structure Analysis
· Risk Management
· Production Functions
· Decision Trees 
· Market Research

21. Classify the different methods of Demand Forecasting
Time Series Analysis: 	Uses historical data to identify trends and patterns	
Short-term predictions	
Regression Analysis:	Examines relationships between variables to predict demand
Impact of pricing on sales	
Machine Learning:		Leverages algorithms to analyze large datasets and 	identify patterns				Complex, high-volume data	
Delphi Method:		Gathers expert opinions to reach a consensus forecast
Long-term strategic planning	
Consumer Surveys:		Collects data directly from customers about their future purchase plans				New product launches	

22.  Critically explain the Law of Variable Proportions
The Law of Variable Proportions, also known as the Law of Diminishing Returns, is a fundamental principle in economics that describes how the output of a production process changes as the quantity of one input varies while other inputs are kept constant. This law is applicable in the short run, where at least one factor of production (such as capital) is fixed.

Phases of Law of Variable Proportion
Phase I: Increasing Returns to a Factor (TP increases at an increasing rate)
Phase II: Decreasing Returns to a Factor (TP increases at a decreasing rate)
Phase III: Negative Returns to a Factor (TP falls)
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23.  Describe the various pricing methods
I. Cost-Oriented Pricing Methods
1. Cost-Plus Pricing
2. Markup Pricing
3. Target Return Pricing
II. Market-Oriented Pricing Methods
1. Perceived Value Pricing
2. Value Pricing
3. Going Rate Pricing
4. Differential Pricing
5. Auction Type Pricing


24.  Explain how the price and output is determined under Monopoly

The monopolist will select the profit-maximizing level of output where MR = MC, and then charge the price for that quantity of output as determined by the market demand curve. If that price is above average cost, the monopolist earns positive profits.
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