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PREFACE

Managerial Economics, Business Economics, Economics for Business and Management, Economics

of Firms, Economics of Business Enterprise, Economics for Managers, Economics of Business Decisions

and Economics for Decision-making are the synonyms of the paper designed as the basic subject in

Commerce, Applied Economics and Business Management Courses and in Professional Courses like

B.E., ICWA and CA. Even though there are books written by foreign as well as Indian authors available

on the subject, they do not meet the requirements of an average student. Therefore, this book has been

written keeping this point in mind.

Salient Features of the Book

1. The main aim in writing this book is precise and concise exposition of the concepts, principles

and theories.

2. This book includes numerical exercises wherever it is needed for the economics concepts.

3. Another objective of this book is the lucid style and simplicity of expression.

4. At the end of each chapter, exercises in the form of multiple choice type questions including

UGC-NET questions have been given to enable the students for preparing for Group-I Services,

UGC Tests for Junior Research Fellowships and Eligibility Test for Lectureship.

5. The problem-oriented questions of the UGC-NET have also been solved at the end of the

relevant chapters.

6. This book covers the syllabi prescribed for B.Com., M.Com., B.B.A., M.B.A. and M.A. degree

courses of various Autonomous Colleges, Indian Universities and Professional Courses like

B.E., ICWA and CA.

We are very much thankful to Mr. Niraj Pandey and Mrs. Nimisha Kadam, Himalaya Publishing

House Pvt. Ltd., Mumbai for bringing out this book in an excellent form.

We wish to record our gratitude to Dr. P. Sivasamy, Controller of Examinations (P.G. Courses);

Dr. S. Ganesan, Head; Dr. R. Kalirajan, Dr. G. Ashokkumar and Mr. K. Boopathiraj, Assistant Professors

of Department of Economics, Ayya Nadar Janaki Ammal College, Sivakasi; Mr. M. Rajendiran, Assistant



Commissioner, Commercial Tax, Chennai; Dr. A. Bose, Department of Commerce, Government Arts

College, Melur and Dr. S. Chandra Bose and Dr. P. K. Balamurugan, Sri Kaliswari Institute of Management,

Sivakasi for the encouragement given by them. We are very much thankful to Mr. K. Meenakshi Sundaram,

M.A., M.Phil., and Mr. S. Ganesh Kumar, M.B.A., for neat typing of the manuscript of this book. We

also owe a very significant debt to Mr. G. Thangadurai, M.Com., M.Phil., Department of Commerce,

Ayya Nadar Janaki Ammal College, Sivakasi for the neat sketches. We would be failing in our duty, if

we do not acknowledge our sense of indebtedness to the various authors whose writings have provided

an insight into the intricacies of the subject.

We also express our profound appreciation to Mrs. B. Murugalakshmi, Dr. (Mrs.) M. Sankara
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We will be glad to receive comments, suggestions, errors and serious misprints for the improvement

of the book from all those who read this book as students and teachers.

Dr. D. Bose
Dr. A. Marimuthu
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INTRODUCTION
1

INTRODUCTION

Managerial Economics is basically a blend of economics and management. It is derived from
the subject matter of economics. It borrows concepts from economics to idealise the strategic
actions needed for decision making in business problems. It is based on both Microeconomics and
Macroeconomics. It applies microeconomics in significant way and considers macroeconomic theories
as well. Therefore, it is a combination of both, microeconomics and macroeconomics.

MEANING OF MANAGERIAL ECONOMICS

Managerial Economics is a science which deals with the application of economics concepts,
principles, tools, laws, models, etc., in managerial decision making. In other words, it is the integration
of economic principles, tools, models, etc., with business management practices. In short, it has
been described as economics applied to business decision making. The expressions like ‘Business
Economics’, ‘Economics of the Firm’, ‘Economics of Enterprise’, ‘Economics of Business Management’,
‘Economic Analysis of Business Decisions’ and ‘Theory of the Firm’ have also been used for
Managerial Economics. Hence, managerial Economics is the synonym of Business Economics,
except in the definitions.

DEFINITIONS OF MANAGERIAL ECONOMICS

1. “Managerial Economics is the integration of economics theory with the business practice
for the purpose of facilitating decision making and forward planning by the management.”

– Milton H. Spencer and Louis Siegelman
2. “Managerial Economics is concerned with business efficiency.”

– Christopher I. Savage and John R. Small
3. “Managerial Economics is a study of the behaviour of the firms in theory and practice.”

– James Bates and J.R. Parkinson
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4. “Managerial Economics is concerned with the application of economic concepts and
economic analysis to the problems of formulating rational management decision.”

– Edwin Mansfield

SIGNIFICANCE OF MANAGERIAL ECONOMICS

The following are the important uses of managerial economics:
1. Managerial Economics makes the use of economics in order to help the business managers

to carry out their operations with maximum efficiency.
2. Managerial Economics helps the managers to make the right decisions in the allocation

of scarce resources such as land, labour and capital to achieve the highest profitability,
while minimising cost.

3. Managerial Economics also helps the managers to decide which products to be produced,
how much to be produced, prices to be set and channels to be used in the sales distribution.

DECISION MAKING

Decision making means the process of selecting a particular suitable course of action from
among the various alternative courses of action. Forward planning means establishing plans for
the future. Forward planning goes hand-in-hand with decision making.

Factors Influencing Business Decision Making

The factors affecting management decisions include analysis of national income, business
cycle, monetary policy, fiscal policy, central banking, public finance, economic growth, international
trade, balance of payments, protectionism, free trade, exchange rate and international monetary
system.

Types of Business Decision Making

The following are the important types of business decision making:

1. Financial Decisions
Financial decisions relate to costing, budgeting, accounting, capital structure, dividend, etc.

2. Production Decisions
Production decisions relate to what to produce, where to produce, when to produce, how to

produce, how much to produce and whom to produce.

3. Personnel Decisions
The selection, recruitment, training, placement, promotion, transfer, retrenchment, etc., are

related to personnel decisions.

4. Marketing Decisions
Marketing decisions relate to sales volume, sales promotion, market research, packaging,

advertisement, etc.

5. Miscellaneous Decisions
All residual items like purchasing and public relations are related to miscellaneous decisions.
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NATURE OR CHARACTERISTICS OF MANAGERIAL ECONOMICS

The important characteristics of Managerial Economics are given below:
1. Managerial Economics is not a part of economic theory, but a separate branch by itself.
2. It is pragmatic, i.e., practical. It considers the complications which are ignored in economic

theory, i.e., it is concerned with the use of analytical tools of economic theory in solving
managerial problems.

3. It is an applied science, i.e., it is the application of economic concepts, theories, tools,
etc., in business decision making. It is concerned with analytical tools that are useful in
business decision making.

4. It is conceptual and metrical in nature. It not only uses conceptual framework in business
decision making problems, but also the quantitative techniques in demand forecasting,
capital budgeting, input-output analysis etc. That is, it involves both theory and measurement.

5. It is a multi-disciplinary approach. It combines the ideas of various fields of business
management like accountancy, marketing, production, etc.

6. It aims to increase business efficiency.
7. It is Normative Economics (things as ‘they are’) rather than Positive Economics (how

things ‘should be’) in character. Managerial Economics is prescriptive rather than descriptive
in nature.

8. It is microeconomic in character, but uses macroeconomic concepts like business cycles,
national income accounting, taxation and foreign trade.

9. It serves as a tool for business administration. Because, the theories, methods and techniques
of Managerial Economics are used in production, marketing, accounting, etc.

10. It uses the concepts and principles which are known as ‘Theory of Firm’ or ‘Economics
of Firm’. It also uses the ‘Profit Theory’ which is a part of ‘Theories of Distribution’.

11. It is an integrating course showing not only how the functional areas interact with one
another, but also how the firms interact with the environment in which they operate.

SCOPE OR SUBJECT MATTER OF MANAGERIAL ECONOMICS

The scope of a subject means the extent or area of the subject. Hence, the scope of Managerial
Economics means the extent or area of Managerial Economics. The scope of Managerial Economics
may be called the ‘Subject Matter of Managerial Economics’. No uniform pattern has been followed
to explain the scope of Managerial Economics.

However, generally, the following topics have been regarded as the scope of Managerial
Economics:

1. Demand Analysis
2. Production Analysis
3. Cost Analysis
4. Pricing Analysis
5. Profit Management
6. Capital Budgeting
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1. Demand Analysis
The demand analysis deals with demand determinants, demand distinctions and demand forecasting.

The demand determinants means the factors like price of the commodity, income of the consumer,
size of population, prices of substitutes, taste, habit and preference of the consumers which influence
the demand for a product. The demand distinctions refer to types of demand like producers’ demand
and consumers’ demand, demand for durable and non-durable goods, firms’ demand and industry
demand and derived demand and autonomous demand. The demand forecasting means the prediction
or estimation of demand for a product in the near future. A major part of the business decision
making depends on accurate forecast of demand. The chief laws covered under demand analysis
are the Law of Demand, Elasticity of Demand, the Law of Diminishing Marginal Utility, the Law
of Equi-marginal Utility and Indifference Curve Analysis.

2. Production Analysis
The production analysis studies the production function and factors of production. The production

function is a mathematical expression which explains the relationship between the quantities of
output produced and the quantities of inputs employed. The production function is written as:

Q = f(x1, x2, x3, x4)

where,
Q = Quantity of output produced
x1 = Labour
x2 = Capital
x3 = Land
x4 = Organisation

In production analysis, we study how the four factors of production namely, land, labour,
capital and organisation co-operate and jointly produce goods. The chief topics covered under
production analysis are production function with one variable input (Laws of Returns), production
function with two variable inputs (Isoquant and Isocost Line), production function with all variable
inputs (Laws of Returns to Scale), and economies and diseconomies of scale.

3. Cost Analysis
Under cost analysis, we study cost concepts, types of costs like total cost, fixed cost, variable

cost, average cost, marginal cost, money cost, real cost, economic cost, accounting cost, opportunity
cost, sunk cost, implicit cost and explicit cost and their role in decision making. The cost analysis
also include the cost-output relationship in the short- and long-run, determinants of cost, cost
control and cost reduction.

4. Pricing Analysis
The chief function of a firm is pricing. Pricing of a product is very important, since revenue

of a firm mainly depends on its pricing. Price affects profit, and in turn, the business. Correct price
policy makes a firm successful, while an incorrect price policy leads to elimination of the firm
from the industry. That is, the success or failure of a firm mainly depends upon price. Pricing
explains how prices are determined under different market conditions such as perfect competition
and imperfect competitive markets (monopoly, duopoly, oligopoly, monopolistic competition, etc.).
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Under pricing, we also study the pricing policies, pricing methods and price forecasting. Hence,
pricing is a very important area of Managerial Economics.

5. Profit Management
Since the aim of a firm is to maximise profit, profit management is also an important area of

managerial economics. Profit management deals with nature, functions and measurement of profit,
profit theories, profit policies and profit planning like break-even analysis. The success or failure
of a firm is measured only in terms of profit.

6. Capital Budgeting
Every business involves a huge capital. But capital is a scarce factor. As there is lack of

capital, it leads to small scale business. The most complex and troublesome problem for a Managerial
Economist is firm’s capital investment. Hence, capital management is one of the important functions
of a Managerial Economist. Capital management means planning and control of capital expenditure.
Capital management is done by capital budgeting. The chief topics covered under capital budgeting
are capital expenditure, demand for and supply of capital, cost of capital, rate of return, selection
of projects, etc.

USES OR IMPORTANCE OR SIGNIFICANCE OF
MANAGERIAL ECONOMICS

The major uses of Managerial Economics are given below:
1. Managerial Economics involves the application of economics concepts, principles, tools,

models, etc., which are relevant and important for business decision making in real life.
2. It incorporates useful ideas from other disciplines, which are found relevant for business

decision making.
3. It helps the entrepreneurs in variety of business decisions like what to produce, where to

produce, when to produce, how to produce, how much to produce and whom to produce.
4. It makes Managerial Economists an effective model builder.
5. It serves as an integrating agent by co-ordinating the different areas or departments like

finance, marketing, personnel and production.
6. It takes cognizance of the interaction between the firm and the society.

ROLE AND FUNCTIONS OF A MANAGERIAL ECONOMIST

The role of a Managerial Economist can be identified by the following specific functions
performed by them:

1. The first important function of the Managerial Economist is to improve the productivity
and marketing share of the firm. He should assist the management in making a rational
choice among alternative choices of producing commodities.

2. He is an Economic Adviser to a firm. He helps the entrepreneur in arriving at correct
decisions which are vital for the survival and growth of the business. It is the responsibility
of the Managerial Economist of a firm to advise the businessman in all business matters.
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3. He is also an effective Model Builder. The demand forecasting and profit forecasting are
the fundamental and most important role of the Managerial Economist.

4. The next role of the Managerial Economist is that he should have the knowledge of exchange
rate, import and export policies of the Government, etc.

5. Another role of the Managerial Economist is that he has to introduce innovations in
business, in order to minimise the cost of production and thereby increase the revenue,
and in turn, profit of the firm. An innovation may consist of the following:

(a) Introduction of a new product
(b) Introduction of new methods of production
(c) Opening up of a new market
(d) Discovery of new raw materials
(e) Reorganisation of an industry.

6. Yet another function of the Managerial Economist is to provide valuable guidance to the
management to run the business in an efficient manner.

7. The correct price policy makes a firm successful, while an incorrect price policy leads to
the elimination of the firm from the industry, i.e., the success or failure of a firm depends
upon proper pricing policy. Hence, it is the responsibility of the Managerial Economist
to be very alert to take correct pricing strategy.

8. One more role of the Managerial Economist is that he has to help the businessman in
product designing, product improvement and product planning through a systematic appraisal
of the tastes, habits and preferences of the consumers.

9. The next function of the Managerial Economist is that he has to advise the management
on financial matters such as capital budgeting, human resources, raw materials, resources
and technological resources.

10. Another responsibility of the Managerial Economist is that he should be familiar with
day-to-day affairs of the firm.

RESPONSIBILITIES OF A MANAGERIAL ECONOMIST

The following are the major responsibilities of a Managerial Economist:
1. The first and foremost responsibility of a Managerial Economist is that he should always

keep in mind the main objective of the firm.
2. The next responsibility of a Managerial Economist is that he has to make successful

forecasts. He should aim at eliminating or minimising the risks and uncertainties.
3. Another responsibility of a Managerial Economist is that he has to alert the management,

if he discovers any error in his forecast.
4. Yet another responsibility of a Managerial Economist is that he must establish and maintain

many contacts with individuals and data sources which would not be available to the
other members of the management.

5. One more responsibility of a Managerial Economist is that he should be ready to take up
special assignments, such as member in study teams, various committees or special projects.
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6. It is the important responsibility of the Managerial Economist to help the management in
successful decision making and forward planning.

RELATIONSHIP OF MANAGERIAL ECONOMICS WITH
OTHER DISCIPLINES OR INTERDISCIPLINARY APPROACH TO

MANAGERIAL ECONOMICS

In this topic, let us examine the relationship of Managerial Economics with other subjects:

1. Managerial Economics and Microeconomics
Managerial Economics is closely related to Microeconomics. Microeconomics is the study

of individual economic units such as particular firm, particular household, individual price, wage
and income. Microeconomics is also called ‘Price Theory’. The main source of concepts and
analytical tools for Managerial Economics is microeconomic theory. Managerial Economics makes
use of micro economics concepts like demand, law of demand, elasticity of demand, supply, marginal
revenue, marginal cost, opportunity cost, production function, theory of the firm and price determination
under different market conditions. Managerial Economics also makes use of microeconomic models
such as Kinked Demand Curve Model and Cournot’s Model.

2. Managerial Economics and Macroeconomics
Managerial Economics is also related to Macroeconomics. Macroeconomics is the study of

aggregates or economy as a whole, i.e., Macroeconomics is the study of national income, national
output, total employment, etc. Macro Economics is also called ‘Income Theory’ or ‘Theory of
Income and Employment’. Macroeconomics helps Managerial Economics in the area of forecasting.
Macroeconomics concepts like national income accounting, multiplier, accelerator, supermultiplier,
marginal efficiency of capital, business cycles, international trade, monetary policy and fiscal
policy are essential in Managerial Economics.

3. Managerial Economics and Mathematics
Managerial Economics and Mathematics are closely interrelated with each other. Mathematics

is the study of topics such as quantity, structure, space and change. Managerial Economics is
metrical in character. Mathematics is essential for estimating relationships between economic variables
and business decision making. Mathematical concepts like algebra, geometry, trigonometry, integral
calculus, differential calculus, matrices and input-output analysis are used in Managerial Economics.

4. Managerial Economics and Statistics
Managerial Economics is mainly associated with Statistics. Statistics is the science of counting

or science of averages. Managerial Economics employs statistical tools for empirical testing of
economic generalisations. These generalisations can be accepted only when they are checked with
statistical tools. Statistics is also useful to measure the functional relationship between economic
variables in business decision making. The statistical concepts like probability, method of least
square, correlation and regression are also needed in Managerial Economics.

5. Managerial Economics and Operations Research
Managerial Economics is linked with Operations Research. Operations Research is the application

of mathematical techniques in solving business problems. Operations Research is concerned with
optimisation problems. Certain important problems of Managerial Economics are solved with the
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help of Operations Research techniques. For example, Operations Research is used to find maximum
revenue or maximum profit or minimum cost. The most important topics of Operations Research
used in Managerial Economics are linear programming, inventory models, game theory, etc.

6. Managerial Economics and Accounting
Managerial Economics is also interrelated with Accounting. Accounting refers to recording

of financial transactions of a firm in certain prescribed books. Accounting information is one of
the important sources of data required by a Managerial Economist for decision making. For example,
profit and loss account of a firm tells how better the firm has done and also it indicates that whether
the firm should improve further or close down the business.

7. Managerial Economics and Marketing
Managerial Economics has close relationship with Marketing. Marketing refers to the human

activity directed at satisfying needs and wants through an exchange process. All the 4Ps of product
mix in marketing, namely, Product, Price, Place and Promotion, are necessary for managing a
modern business. The other marketing concepts like marketing mix, marketing risk, market segmentation,
sales promotion, personal selling and channels of distribution are essential for Managerial Economics.

FUNDAMENTAL CONCEPTS OF MANAGERIAL ECONOMICS

The following are the important fundamental concepts used in business decision making:
1. Opportunity Cost Concept
2. Equi-marginal Principle
3. Incremental Concept
4. Time Perspective Concept
5. Discounting Principle

Let us explain them in detail:

1. Opportunity Cost Concept
The opportunity cost of a decision is the sacrifice of the next best alternative course of available

action. Since the resources are scarce, we have to choose the best use of resources. If a scarce
resource is put to a particular use, other uses of the resource must be given up. The net revenue
that could be produced in the next best use of the resource is called ‘Opportunity Cost’ of the
resource for the use actually made. In Managerial Economics, opportunity costs are the costs of
displaced alternatives. For example, if a businessman invests his own money in his own business,
its opportunity cost is the interest which he could have earned by lending that money to someone
else. The opportunity cost concept plays an important role in business decision making.

2. Equi-marginal Principle
The wants are unlimited and the means to satisfy them are limited. Hence, we have to allocate

the scarce resources in such a way to get maximum benefit. Let us explain the equi-marginal
principle with simple illustration. Let us consider, a consumer wants to spend his limited income
on the purchase of apple and orange. In order to obtain maximum satisfaction, he spends his limited
income on these two goods, in such a way that the ratios of marginal utilities to prices of these
goods are equal, i.e.,
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Marginal Utility of Apple Marginal Utility of Orange
=

Price of Apple Price of Orange

or
OA

A O

MUMU
=

P P

Likewise, the entrepreneur has to spend his limited resource on the factors of production in
such a way that the ratios of the marginal productivities to prices of the factors are equal. Let us
consider, a producer wants to spend his limited income on the purchase of labour and capital. In
order to obtain maximum profit, he spends his limited income on these two factors, in such a way
that the ratios of marginal productivities to prices of these factors are equal, i.e.,

CL

L C

MPMP
=

P P

3. Incremental Concept
The incremental concept refers to the change in total. There are two incremental concepts.

They are:
(i) Incremental Cost

(ii) Incremental Revenue
The incremental cost refers to the change in total cost due to a specific decision made by a

firm. The replacement of old machine with a new machine is an example for specific decision
made by a firm. Similarly, the incremental revenue refers to the change in total revenue due to a
specific decision made by a firm. If incremental revenue exceeds incremental cost, the firm earns
profit, while the incremental cost exceeds incremental revenue, the firm incurs loss. The incremental
revenue or incremental cost is neither restricted to the effect of change in price nor change in
output, but it measures the impact of specific decision. The formula to calculate incremental revenue
is:

IR = R2 – R1 = R

where,
IR = Incremental Revenue
R2 = New Total Revenue
R1 = Old Total Revenue
R = Change in Total Revenue

The incremental principle is used to find maximum short-run profit, but not the long-run
profit.

4. Time Perspective Concept
The time perspective is also called ‘Time Element’. Alfred Marshall was the first economist

who introduced time element in value analysis. Broadly speaking, time element has been divided
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into two, namely, short-run and long-run. The short-run is a period in which at least one factor is
variable and other factors remain constant. On the other hand, long-run is a period in which all the
factors of production are varying. A Managerial Economist is concerned with short- and long-run
effects of decision on costs and revenues.

5. Discounting Principle
The process of reducing future values with the present is called ‘Discounting’. Whenever

we make comparison between the present value and future value of money, we always discount
future value to make it comparable with the present value. For example, a rupee to be received
tomorrow is worthless than a rupee received today, even though it is sure of receiving one rupee
tomorrow. It means a sum of money available at present is considered more valuable than the same
amount at some other period. This seems similar to “a bird in hand is worth two in the bush”.

The following formula is used in this concept:

A
V =

1 + i

where,
V = Present value
A = Annuity or returns expected during a year
i = Current rate of interest

Example:
Suppose annuity is ` 220 and rate of interest is 10 per cent. Find the present value of ` 220

after one year.

V =
A

1 i

=
220

1 10 100

=
220
1.1

= 200
The discounting principle is very useful in Managerial Economics for making investment

decisions and capital budgeting.

EXERCISE

MULTIPLE CHOICE TYPE QUESTIONS
1. Managerial Economics is also called

(A) Microeconomics (B) Macroeconomics
(C) Business Economics (D) Economics of Trade



INTRODUCTION 13

2. The process of selecting a particular suitable course of action from among the various alternative courses of
action is known as
(A) Forward Planning (B) Decision making
(C) Managerial Economics (D) Macroeconomics

3. Managerial Economics is
(A) Pragmatic (B) An Applied Science
(C) Conceptual and Metrical  (D) All the above

4. The Managerial Economist is
(A) An Economic Adviser (B) An Effective Model Builder
(C) An Innovator (D) All the above

5. Opportunity Cost is also known as
(A) Explicit Cost (B) Implicit Cost
(C) Alternative Cost (D) Economic Cost

6. The change in total cost due to a specific decision made by a firm is said to be
(A) Marginal Cost (B) Incremental Cost
(C) Average Cost (D) Opportunity Cost

7. The concept of ‘Time Element’ was first introduced by
(A) Adam Smith (B) Alfred Marshall
(C) Keynes (D) Ricardo

8. The process of reducing future values with the present values is called
(A) Discounting (B) Cash inflow
(C) Cash outflow (D) Net present value

9. Microeconomics is also called
(A) Macroeconomics  (B) Managerial Economics
(C) Price Theory (D) Monetary Economics

10. Macroeconomics is also known as
(A) Theory of Income and Employment (B) Price Theory
(C) Quantity Theory (D) Managerial Economics

11. The two chief functions of a business executive is to take
(A) Decision making and forward planning (B) Buying and selling
(C) Manufacturing and designing (D) None of the above

12. Demand Analysis deals with
(A) Demand determinants (B) Demand distinctions
 (C) Demand forecasting (D) All the above

13. The Managerial Economist is
(A) Model builder (B) Economic adviser to a firm
 (C) Both (A) and (B) (D) None of the above

14. Price theory is also called
(A) Managerial Economics (B) Monetary Economics
 (C) Microeconomics (D) Macroeconomics

15. The champion of macroeconomics is
(A) Marshall (B) J.M. Keynes
 (C) Malthus (D) J.B. Say
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16. Macroeconomics is the study of
(A) Individuals (B) Aggregate
 (C) Market structure (D) Decision making

17. The application of mathematical techniques in solving business problem is said to be
(A) Mathematical Economics (B) Operations Research
 (C) Accounting  (D) Statistics

18. The recording of financial transactions of a firm in certain prescribed books is called
(A) Financial Economics (B) Accounting
 (C) Cash Book (D) Balance Sheet

19. The change in the total revenue due to a specific decision made by a firm is referred to
(A) Total revenue (B) Average revenue
 (C) Incremental revenue (D) Marginal revenue

20. A period in which at least one factor is variable and other factors remain constant is said to be
(A) Short period  (B) Long period
 (C) Market period (D) Secular period

21. A period in which all the factors of production are varying is called
(A) Short period (B) Long period
 (C) Market period (D) Secular period

22. The change in the total cost due to a specific decision made by a firm is referred to
(A) Total cost (B) Average cost
 (C) Incremental cost (D) Marginal cost

23. Which one of the following statements is true?
(A) Business decisions cannot be taken without a sound knowledge of Macroeconomic Theories.
(B) Knowledge of Economic Theory is misleading in making business decisions.
(C) With the help of Economic Theories, it is always possible to predict the future accurately.
(D) Every Economic Theory is based on facts which are common to all societies.

(UGC-NET 2013, Management)
24. Which one of the following does not explain the basic nature of Business Economics?

(A) Behaviour of firms in theory and practice
(B) Distribution theories like rent, wage and interest along with the theory of profit
(C) Use of the tools of economic analysis in clarifying problems in organising and evaluating information

and in comparing alternative courses of action
(D) Integration of economic theory with business practices for the purpose of facilitating decision making.

(UGC-NET 2014, Commerce)
25. Macroeconomics basically concerns with which of following in an economy?

(A) Industry, Trade and Commerce
(B) Agriculture, Industry and Trade
(C) Employment, Inflation and Growth
(D) Population, Income and Economic Planning (UGC-NET 2014, Management)
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26. Match the items given in List-I and List-II by considering which of the following are macroeconomic issues
and which are microeconomic ones:

List-I List-II

(a) The level of government revenue (i) Microeconomics
(b) The rate of inflation (ii) Macroeconomics
(c) The price of TV set
(d) The amount saved last year by households

Codes:
(a) (b) (c) (d)

(A) (ii) (i) (i) (ii)
(B) (ii) (i) (ii) (ii)
(C) (i) (ii) (ii) (ii)
(D) (ii) (ii) (i) (ii) (UGC-NET 2014, Management)

27. Which one of the following is not covered in macroeconomics?
(A) Performance of the entire economy
(B) Price and output determination of a commodity
(C) Factors and forces of economic fluctuations
(D) Monetary and fiscal policies (UGC-NET 2015, Commerce)

28. Indicate the correct code for the scope of managerial economics from the following:
(a) Demand Analysis (b) Production and Cost Analysis
(c) Pricing and Investment Decisions (d) Factor Pricing Decisions
(e) Economic Environmental Analysis

Codes:
(A) (a), (b), (c), (d) (B) (b), (c), (d), (e)
(C) (a), (b), (c), (e) (D) (a), (c), (d), (e) (UGC-NET 2017, Management)

ANSWERS
1. (C) 2. (B) 3. (D) 4. (D) 5. (C) 6. (B)
7. (B) 8. (A) 9. (C) 10. (A) 11. (A) 12. (D)

13. (C) 14. (C) 15. (B) 16. (B) 17. (B) 18. (B)
19. (C) 20. (A) 21. (B) 22. (C) 23. (A) 24. (B)
25. (C) 26. (D) 27. (B) 28. (A)


