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1. The Concept of Managerial Economics 
l. Introduction : Managerial Economics is the most important branch of economics in modem times. The development of Managerial Economics started with Joel Dean's book 'Managerial Economics' in 1951. The main function of managerial 1 economics is to co-ordinate abstract principles of economics with managerial decisions. It provides information about how the principles of economics can be useful in taking decisions in management of business and future planning. In managerial economics, data regarding management of a firm are collected, analysed and guidance about appropriate decisions are provided. In managerial economics, such principles and methods are studied that help in solving practical problems of business. How the tools of economics and techniques of economic analysis can help in solving business problems is the essence of discussion in managerial economics. 
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2 .. ~ , ,· ---.... . . - - · · · · · • • other terms have also been u 
2. ~e Cone~~~ of: ~anagerlal Econonuc_:;e tenn is Managerial Econo ~QI 

for maiiagerlal.kton'OflllCS but the ~o~t appro~n al is for Business Decisio:::es.
1 

Some people have used the words like Economics An ys •at Ot • d'" between managen econon.: 
'Business Economics'. But there 1s a vast u1erence f b • ·•-.eg . • · all dynamic aspects o usmess 
and business economics. In Business Economics, • • • • ate studied in which all business activities from production to dis~b~tton ~e mcluded, ll:\ 
Managerial Economics, the management of business activi~ is 

stu
died. :rom this

1 

·al · · wi'der than business economics. That • 
angle, the concept of managen economics is • is the reason why the scope of managerial economics _is wider than ~u,sme,ss econo~cs, 

·• 5c?me~people have used the words:'Econorrucs of.Enterprise, or Eco~onucs or: 
the Fmn'~n-place of managerial economics. Toe use of the terms Econorrucs of the I 
Firm' is not appropriate for two reasons : (1) The economics of the firm discusses the 
principles of the firm while managerial economics discusses how _µie principles of a 
firm can be used in solving the business problems. (2) The economics of the firm is' 
based on assumptions and therefore, it is unrealistic in practical world. While in

1 

mJlllageri~ econqmics, a~tual busin~s behaviour is studied and therefore,~it•iuqore
1 

realistic and more prevalent. • ~ In short, managerial economics co-ordinates the economics principles with. 
their implementation. In other words, it can be said, "Managerial Economics is a linit 
between principles of economics and managerial practice." • 

· 3.. ~h.at is M~agerial Economics ? : To get clear idea of managerial] 
Econormcs, 1t 1s necessary to get the true idea of economics first. ~ 

(a) What is economics ? ; Following are the important definitions of 
economics. 

(1) ~Economics is such a science which studies activities connected With 
production and distribution by the people. 

(2) I~ is a science of choice:; preference. It studies how men ch<?9se -scarce and 
hmited means of production (land, labor, capital and tee~ tools) and 
make production and distribute among people of the socie_ty. 

(3) Economics analyses the entire activities of economy such as price trend 
production and employment. These trends are understood, they becant• 
useful to the government in framing economic policies. e 

(4) According to Robbins, Economics is such a science which studies h 1 
means with limited use are distributed to satisfy unlimited needs owl 

Cb} What is Managerial Economics ? : To explain the meaning of m~a • 
economics, variou~ economists have given the following definitions. gena)I 

(1) According to Speucer and Siegelman "Managerial Economi • • I th . cs, lS a science 
at co-prdinates economist principles with business practice an d 

take decisions for management and foditate future plan • " or er to rung. 
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(2) According to Joel Dean, "The objective of managerial is to show how 
economic principles can be used in framing bus!ness policies." . 

(3) According to Mac Nair and Meriam, "Managerial Economics is that which 
uses various economic methods to analyse business situation." 

(4) According to D.C. Hague, "The science that attempts to understand the 
problems of decision making regarding business and analyse them is 
managerial economics." 

(5) Brhne and Papus define managerial economics "as a science that uses 
economic methods and principles in business management." 

(6) Mansfield say that "Managerial Economics. is connected with appropriate 
managerial decisions,. economic~ concepts and the use of economic 
analysis." • 

(7) According to Haynes, Mote and Paul, "Managerial Economics is such a 
science which studies how available means can be distributed among 
various activities of a firm or management." 

From the above mentioned definitions, five important points can be deduced 
as follows: 

(1) Managerial Economics studies the management of a firm. (2) A firm has 
many activities to do. Therefore, many necessities arise. (3) To satisfy these 
requirements, the firm has limited means. (4) The firm has limited means with 
alternative uses. Therefore, it has to make distribute these limited means among 
different requirements. (5) As the firm has to make the choice of the best alternative 
managerial economics is concerned with the problem of choice. 

Various definitions given above have not been successful in explaining the true 
concept of managerial economics because managerial decision is connected with 
many aspects. In taking managerial decisions, following factors are used: (!)Economic 
Principles (2) Economic Analysis (3) Economic Policies (4) Economic Forecasting 
(5) Human Behaviour and Human Psychology (6) Local and International Political 
Condition (7) Power of decision making (8) Management abilities (9) Mathematics and 
Statistics. 

While taking decision regarding the production of a commodities and the place 
of productions, it has to consider the preference of consumers, their future 
expectations, present standards, number of substitutes available, the share of rival 
producers in the market and local, political, religious and social factors. 

In the process of taking managerial decisions following things are included. 
(1) The pnv~ess of taking economic decisions. (2) Managerial economics is connected 
with the decisions taken by the manager for the optimum benefit of the firm. (3) It is 
a practical science. It is connected with analysis that helps in taking decisio~s. (4) It 
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uses economic, statistical and mathematical tools. (5) It implements economic and 

business principles. 
In a nut shell, (I) Managerial Economics is a business economics. As it is 

connected with decisions taken at the level of the firm, it is connected with micro 
economics. (2) Pure economics explains the economics principles, causes, effects and 
relationships while managerial economics is result oriented. It is more concerned with 
solving the causes of losses to firm rather than finding these causes. (3) Micro 
economics, macro economics and economic analysis are connected with facts. It gives 
only facts and knowledge about result It leaves the decisions making to policy framers. 
(4) ~anagerial economics is connected with many objects such. as business 
management, financial management, mathematics, statistics, econometrics, 
psychology, sociology, political science, physiology, medicines marketing etc. 

Explaining the nature of managerial economics, W. R Samuelson and Stephen 
G. Mark have said, "Managerial Economics is an analysis made through the use of 
economic tools for majority of managerial decisions. In managerial economics, many 
economics concepts such as demand and cost, monopoly qnd competition distribution 
of means and economic trade etc. are used for decision making.• 

4. How Does Managerial Economics Differ from Economics ? : 
(1) Managerial economics involves application of economics principles to the 

problems of the firm, whereas Economics deals with the body of the 
principles itself. 

(2) Managerial economic is micro-economic irt character, whereas Economics 
is both macro-economic and micro-economic. 

(3) Economics theory makes certain assupmtions whereas Managerial 
ecc,pomics introduces certain feedbacks such as objectives of the firm, 
environmental as peers, behavioural constraints, legal constraints etc. 

(4) Economic theory hypothesizes economic relationships and builds 
economic models whereas Managerial economics adopts, modifies and 
reformulates economic models to suit the specific conditions and serves 
the specific problem solving process; 

(5) Micro-economics as a branch of economics deals with both economics of 
the firm as well as economics of the individuals where as Managerial 
economics though micro character, deals only with the firm and has 
nothing to do with an individual economic problems. 

(6) Micro- Economic as a branch of economics is dealt with distribution 
theories like profit, wages and profit whereas Managerial economics main 
used only profit, theory, other distribution theories have not much use in 
managerial economics. 

( 
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Economics, business management and managerial economics have mainly 
following differences. ln economics, only principles of economics and methods of 
economics are discussed while in business management, the problems related to 
decision malcing are discussed. In managerial- economics has business decisions can 
be solved with the help of economics is discussed. It focuses on how business 
problems can be solved in the best way possible. 

2. Nature {Form) of Managerial Econimics 

I. Introduction : The objective of managerial economics is to show how 
principles of economics and metbQds of economic ·analysis can be useful in framing 
the business policy. Its-main function is-to co-ordioa~ the principles of economics 
with the process of decision making of the firm. Is managerial economics a science or 
an art ? What is the relationship with micro economics and macro economics ? What 
is its relationship with other branch ? 

All these questions should be discussed and clarified. 
2. The following chart will be useful in clarifying the form of Managerial 

Economics: 

Science 
,I. 

Natural Science 

Knowledge 
,I. 

Social Science 
,I. 

,l, f i 
Positive Science Normative Science 

Art 

(1) Managerial Economics - an Idealistic Science : There are two branches of 
knowledge : (1) S_cience and (2) Art. 

(a) Natumi Science : It includes physics, chemistry, astronomy. etc. Its subject 
is inanimate things. 

(b) Social Science : It includes Economics, Political Science, Sociology, etc. Its 
subject is living human behaviour. Social Science has tw~ kinds : 

(1) Realistic Science : ln realistic science, What is discussed ? Its purpose is 
attaining knowledge. Economics is a realistic science. It studies economic events and 
deduces rules. It is not concerned with its relevance or appropriateness. 

(2) 'dealistlc Science : Managerial economics is an idealistic science. It gives 
clear cut opinion about what decisions must be taken from the given alternatives for 
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maximum benefit to a firm. Managerial economics is always concerned with 
attainment of objectives. It is not neutral about objectives. This means that . 
managerial economics is not connected with realistic scienc~. _In m~nagerial 
economics, how principles of economics and methods of economic analysis can be 
used in management of a firm is discussed. In reality, managerial economics is 

idealistic though it is connect with realistic sciei:ice. . • 
(3) Managerial economics - an art : An art is connected with the achievement 

of same goal. Managerial economics is an art in which best way for the achievement 

of the goal for the firm is to be presented. 
( 4) Managerial Economics and Economics : Managerial economics is a special 

branch of economics. Its scope is limited·to management of a firm. It shows how the 
principles of economics can be applied to the management of a firm and how the 
different methods of analysis can help in management of a firm. It shows the best way 
to achieve its purpose. Managerial economics is mainly micro economics in its natural. 

(5) Managerial Economics and Micro Economics : When an economic unit of 
is studied separately from other units of economics, it is called micro economics. 
Managerial economics discusses the main problems like demand production, 
structure of cost, cost determination, maximizing of profit and future planning from 
the point of view of business firm only. 

(6) Managerial Economics and Macro economics : Though the nature of 
managerial economics is basically micro economics, it has an indirect relationship 
with macro economics also. The knowledge of production, employment, government 
policies and such other macro economic concepts help the individual firms in taking 
decisions or future planning of the firms. The forecasting made by macro economics 
in view of economics events helps individual firms in decision making process 
regarding production and price etc. 

(7) Deductive theory of logic for study : In deductive method, the process of 
reasoning is to general deduce from the particular e.g. for the maximum marginal cost 
of a firm the principle of marginal cost = marginal income has been deduced on this 
deductive method. Accepting this mle the individual firm acts or behaves. In the same 
way, fhe concept of linear planning is also deduced on deductive method. 

(8) Economic analysis and· mistaken benefit : In managerial economics, 
decisions are taken on the basis of economic analysis to ~educe the conclusion and on 
the basis of this conclusion, decision:, are taken is managerial economics. Such 
deductions may be faulty also. e.g. sample survey on smaller base and larger base 
might re_sult _in differen_t r~sults. In the same way, all entrepreneurs do not get equal 
success msp1te of the similar circumstances. 

L 
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(9) Managerial economics and other science : In managerial economics, in 
the process of decision making, mathematics, statistics, economics, accounting, 
operating researches etc. become quite useful. To establish the relationship between, 
interrelated economic factors for the process of decision making of a firm, statistics is 
used. 

The economic equations, models etc. presented in reference to economic 
trends in economics principles are useful in framing the economic policy. Its 
examination is the function of an operational researcher. 

In modem time, economics, statistics and mathematics - three are used by 
econometrics. Thus, econometric helps very much in taking decisions in managerial 
economics. In the same way, the accounting provides the information to the 
management regarding profit and loss in business. 

3. Characteristics of Managerial Economics 
(1) Micro Economics : Economics have two forms - micro economics and 

macro economics. Managerial Economics is micro economics as the unit of its study 
is a firm. Here, everything like demand, production, cost-structure, profit margin 
based on price, investment etc. are considered firm the angle of a firm. Major concepts 
of managerial economics and tools of analysis are taken from economics e.g. Elasticity 
of demand, marginal income, marginal cost, market structure, models of price 
determination etc. are used in the process of decision making in managerial 
ecom,>1nics. 

(2) A Branch of Economics : Economics has many branches. Managerial 
economics is a special branch of economics. In managerial economics, how the 
principles of economics and economic methods can be used is discussed. Economics 
that studies, the different econo.mic asp~ct of agriculture is called, 'Agriculture 
Economics'. In the same way, economics that studies different economic aspects of 
industries can be called 'Industrial Economics'. Economics that studies the economic 
aspects of management of a firm is called managerial economics. 

(3) Applied Economics : Managerial Economics is an applied economics. Here, 
how the principles of economics and economic analysis can be used in decision 
making and future planning of a firm is discussed. 

(4) Idealistic Science: Economics is a realistic science. It is concerned with 
what is. Its purpose is merely the attainment of knowledge. While managerial 
economics is an idealistic science. It aims at maximum advantage for the firm. It does 
not merely give the idea of alternatives for solution of any economic problem but 
shows which alternative is the best. In managerial economics, the objective of the firm 
is determined and then, it suggests the brst option that can provide the maximum 
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. . d with attainment of objectives.~ 
advantage. Managerial economics is conn~cte '. t opinion about the de . llot 
neulral about the objective. It has to give clear ~ 'al or non beneficial d:~ioria 
regarding the management of a firm and about b~ne c~ . n and- guide about tlSioria. 
It cannot remain indifferent or aloof. It h~ to gi_v~ ~p=~ and future plann~~'-t 
alternative for the proc~ss of man~gement m dec~io at knojedge but ad~ ... ig. In 
other words, managenal economics does not aim b. ti O C tage Ot 
benefit for the firm. It is connected with attainment of an ° J_ec ve. • • Hague haa 
mightily said, "Managerial Economics is a micro-econonucs of a firm Which·ia 

identified in nature ." 
(5) Its relatio~ip with macro economics : Though the na~re of managerial 

economics is micro economics, it is connected with macro economics also. In macro. 
economics, entire economy is considered and not a ~~t. In macro economics, trade 
cycle, national income, unemployment, economic policies of_the state etc. are studied. 
No individual firm can remain aloof from such changes. It 1s. necessary to know the . 
trends of income, employment, trade cycl~ etc. while framing the policy for future 
planning or decision making. . 

(C) Limited scope of managerial economics : Managerial Economics is a 
hranch of economic-;. It is concerned with the problems of management of a firm. 
While economics is connect~d with every economic aspect individually as well as 
collectively. e.g. In economics, profit, rent, wages, interest are included in distribution 
while in managerial economics, the principle of l;)rofit has been included in 
distribution. Thus, the scope of managerial economic~ is more limited than 
economics. 

(7) Managerial Economics is an art too : Realistic science is connected With 
reality while idealistic science is connected with ideals. Art is concerned with certain 
objectives. Managerial Economics is an an because it is concerned with attainment of 
certain objectives e.g. managerial economics guides how maximum profit can be 
obtaineq by choosing the most appropriate alternative for profit making. 

(8) Use of.Q.~ductive method : There are two methods of studying any science : 
(IJ Deductive and (2) Inductive. In dtductive method, particular is deduced from the 
general. In managerial economics, d_~cisions are taken by using statistics, 
mathematics, etc. e.g. it is a general rule of a firm that the aim of a firm is to make 
maximum profit. When marginal income and marginal cost equal in production, 
maximum profit can be achieved. This fact is used in managerial economics to 
investigate practical conduct of a firm. 

(9) More useful : The study of managerial economics is more useful in real life 
than economics. In economics, only principles of economics and methods of 
economic analysis are given. Managerial economics uses these economics principles 
and methods of economic analysis to make maximum profit for the firm. Thus, it helps 
in taking logical decisions for the managers. 

Unit-Ol_Nature and Significance of M1nagert1I Economics 
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4. Significance (Importance) of Managerial Economics 

l. Introduction : In modern time, in the field of industries task of 
management is getting more and more difficult. Economics presents the principles of 
economics and methods of analysis. Business economics discusses the problems 
arising in business while in managerial economics how business problems can be 
solved with the help of obstruct principles of economics and its analytical methods. 
Thus, it focuses on solutions of such problem along with its possible options. In 
managerial economics, guidance is provided regarding the problems of a fu,n related 
to i1_1ternal workings as well as external problems. Managerial economics is a 
connecting link between principles of economics and managerial dealings or tasks. q 
That is the reason why in modem time, the role of managerial economics has beco4 
quite important. The importance of managerial economics can be explained in the( 
following manner. 

2. Importance of Managerial Economics : 
(l) In the process of decision making : Managerial economics helps and 

guides in decision making process. It provides alternative solutions to the managers on 
taking decisions with the help of principles of economics and methods of analysis by 
practical research. The manager can take proper business decisions and make 
planning of the business for future. In short, managerial economics provides suitable 
sources of guidance for decision making from traditional economics. 

(2) The process of future planning : The purpose of a firm is not merely to set 
up a business unit but to achieve remarkable development in future. Managerial 
economics becomes very useful in making future planning. By studying the 
interrelationship among various factors related to business, estimate of future demand 
can be made. e.g. various determinants of demand, elasticity of demand etc. can be 
studied in order to make demand forecasting. It provides guidance regarding which 
solution can be adopted viz. price, selling cost etc. for the development of business. 

(3) In managing business : In gigantic industrial units in modem time, many 
department's in different areas are functioning. In big companies, there are various 
departments such as - finance, marketing, personnel, production etc. To supervise 
each division, a manager is appointed. Decisions of all these departments often affect 
one another. Thus, managerial economics plays a role of co-ordination agent of all 
these departments. 

(4) To solve business problems : The firm faces two types of problems : (A) 
Internal or functional problems. (B) External environmental / circumstantial 
problems. Managerial economics provides guidance how business problem can be 
solved with the help of the principles of economics and methods of analysis in 
economics. 
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f finn • The finn faces the follo1A1l~ 

(A) Internal or Funcdonal problem O a • . . . . .... 1g 
• • • marketing capital distribution 

internal problems regarding producnon, pncmg, ' etc. 

These problems are as follows : • 
(1) What commodities and what services to produce ? (2) What mputs and ~at 

method of production to be adopted ? (3) How mu.ch to produ~e and a~. wh~t _Pnce it 

· t b Id 7(4) What is the ideal size of a new urut and at which locatt~n, it IS to be 
1s o e so . d' 'b 
established ? (5)' When to change tools and equipments ? (6) How to istrt Ute the 

available capital ? (7) How to face _the competitors in the markets ? (8) How to manage 

profit and capital ? etc. . . 
Managerial economics provides guidance regarding all these mternal problems 

with the help of principles of economics and methods of analysis through practical 

functional management techniques. 
(B) External or Environmental problems of the finn : Internal problems are 

often under the control of the finn but the external problems are beyond the control 

of the firm. External problems of a country are related with economics: social and 

political circumstances of a country. Such problems are called environmental or 

circumstantial problems. If the firm takes decisions without taking them i;no 

consideration, they can be quite harmful. I 
Such factors are of three types : (i) Economic activities taking place in the entire 

country. If the economic growth rate of a country is high, there is a possibility of 

increase in demand in the entire marlcet In that context. the individual finn can take 

decision regarding its productiQn. (ii) Trade relations with other countries, 

international demand, changes in prices, exchange rate changes etc. affect the process 

of decision making of the firm. (ili1 Government policies always affect economics 

action of the country. They naturally affect the process of decision making in the finn. 

The firm must always consider the present financial, indmtrial and trade policy of the 

present government of the country. · : 

(5) Por forecasting : For successful management of the firm, successful 

forecasting in very important In managerial economics, the forecasting regarding the 

income of the firm, cost, selling, profit, price etc. can be in the basis of knowledge of 

business factors and their analysis. For this, the principles of economics and their 

analytical methods can be used and practical, functional management can be useful in 

it The firm can make planning in advance on the basis of such forecasting. 

(6) Others : Managerial economics performs the important function of co­

~rdi~ating the firm and the society. Optimwn social and economic welfare is possible 

m this way. The firm has to consider social interest _along with the interests of the 

shareholders also. Therefore, businel;S dedsions are caken'in view of social welfare as 

well as the optimum interest of the s~hoiders. Thus, managerial economics helps 
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in guiding in this respect also. In short, economic decisions of the firm can never be 

taken neglecting the social decisions. 

In managerial economics, to obtain useful ideas for the process of decision 

making, the subjects take psychology, sociology etc. are consulted. For solving 

business problems managerial economics pr~vides group of alternative method of 

solution to the managers. 

s. Scope of Managerial Economics 

1. Introduction : \ l.111agerial economics is a developing science. 1n the 

beginning, its emphasis was mainly on financial matters but now the importance of 

econometry and operational research has increased to examine business conditions 

and in the process of decision making. Thus, its scope has widened. The main 

objective of managerial economics is to take decisions regarding management and to 

use economic principles and economic analysis for future planning. All matters 

included in this process are included in the scope of managerial economics. 

2. The Scope of ~,1anagerial Economics : We know that the main scope of 

managerial economics is to take decisions and plan for future. This is mainly 

connected with following four things. 

(1) Allocation of Resources : Limited resources are allocated to attain certain 

fixed goals for the optimum result. These resources have alternative uses. 

(2) Inventory comrol : The decision has to be made regarding the stock of raw 

material and p;epared goods according to demand and supply factors. 

(3) Pricing problem : The firm has to take decision regarding the price of 

goods. Prices are decided on the basis of demand or cost or both. For price 

determination marginal pricing method or mark up method has to be adopted. 

(.;) Investment problem : For future planning the problem of investment is 

also connected. How limited resources must be allocated, to decide the volume of 

investment and its nature, to decide the sources of avpi.lability of finances, to decide 

the programme of expansions, to continue µie existing structure of production or 

arrange a new structure of new production etc. have to be decided by the manager. 

In managerial economics, following main things are also included : (1) Demand 

analysis. (2) Elasticity of demand (3) Estimates of demand (4) Demand forecasting 

(5) Determination of production and profit in the market (6) Price analysis (7) Capital 

budgeting (8) Cost analysis (9) Marginal analysis (10) Business Environment (11) 

Business finance (12) Measµrement and analysis of national income (13) Domestic and 

foreign trade (14) Study of labour cost (15) Public fin;pice. 

3. Scope of managerial economics in the ~ontext of decision making : The 

scope of managerial economics 9an • be divided into two parts in the context of 

decision making process. J~) opefltional issue (b) environment~ issues. 
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12 11 Operational Issues : The issues under the control of the management are 

operational issues. (1) Factor distribution : Like economics proper, managerial economics is also 
concerned with the optimum use of scarce means with alternative uses • To determine 
the production giving maximum profit, linear planning method is used. 

(2) Demand analysis and demand forecasting : To take decisions regarding 
what to produce and how much to produce, the demand analysis and demand 
forecasting become very useful. Producer can get the information regarding the 
proportion of demand at different prices by studying demand elasticity. Demand 
analysis, demand determiners, differences between different kinds of demand, 
elasticities, demand estimates and demand forecasting are studied in managerial 
economics. The decision of total production depends upon all these things. Demand 
forecasting guides the management to sustain market or to expand it. 

(3) Cost and-production : In taking business decisions, price determination 
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becomes very useful in it. The estimates of capital for project, marginal productivity of 
capital co_s~s. the-availability of capital for certain field of business or project, 
profitability of capital choice of a project, capital distribution among projects, etc. are 
necessary to know for investment by the management. 

(7) Strategic planning : For framing the future planning of a firm, the 
principles of managerial ecouomics and economic analysis methods are employed. 
For such operational planing, within certain period, for the implementation of a 
certain strategy, necessary things are studied, Portfolio model and corporate 
simulation model are useful in this direction. 

(8) Project evaluation : It is necessary for the manager to know the 
achievements and limitations of different project which the firm has implemen~ed for 
future planning decision. For this operational research,jnput-output analysis, linear 
planning rules of the games etc. need to be studied in managerial economics. _ EJ Environment Issues : There are certain issues regarding environment that 
affects the process of decision making of a firm and future planning. Therefore, they 
have to be studied in mana~erial economics. Such factors are as follows : 

(1) Trends regarding income, production, em}!l.9yment, investment etc. : At 

and proper distribution of factors, the analysis of cost is useful to the producers. The 
firm wants to achieve maximum production at minimum cost and profit therefore, in 
managerial economics, cost analysis, cost production ratio, cost control etc: are 

. . t on the basis macro level, the factors like income, production, employment or investment of the studied. . d ti n with m1rumum cos Every firm tries to make maxunum pro uc O 
. th I t f land laws of country have to be studied as they affect the decisions of the firms.· Therefore, they • d • d tl size of e P O O • • -~-of forecasting of demand. Therefore, to eci e ie . tc are studied. have to be studied in managerial econo~cs. production, production function analys~, ~0st•be~e?t ~alysis ea. erial economics, (2) Trends in foreign trade : The changes in the nature, direction and (4) Cost determination and pncmg policies • 1? man gt The success of proportion of foreign trade affect the firm indirectly. The firm has to take decisions to di • 5 are very IIDportan • pricing policies and decisions regar ng pn~e. . rice. Therefore, price make changes _in the form or production of goods suited to these changes. The -failure of a firm depends mainly on the d_e~isions r~~a

rd10
g _Pin methods, price manager has _to take managerial decisions keeping in touch with exchange rate, determination in different markets, pncmg poh~'.es, pfnhc g ne group price proportion of import-exports, government policies regarding defence etc. These . mmod1t1es o t e sa1 ' • differences, relationship of pnces among co . . s aspects J,:we to be studied in managerial economics. . 1 d d • th scope of managenal economic • 'G • li • Ii • • • fl 'al forecasting etc. are me u e m e of a firm is to make . l3) ovemment po c1es : The Government po c1es pertauung to nanc1 , (5) Planning of profit and measurement : !he pu~~se d uncertainties are 1 fiscal, industri~ and pricing matters affect the process of decision making and future maximum profit, profit is a measurement of efficiency. Ris an f competition in ·j planning of the {irm. They have to be studied ~n managerial economics. connected with profit. So, the management muSl b~ awarhe 

O 

1 gv changes in (4) Bu~iness decisions : Short-term as well as long term business decisions of . . • • f inputs changes m tee no o J' I . . . . . . . . commodities, changes m pnces O ' . . . h' h the element of the firm dep,end mainly.on-macro level dec1s1ons. The subsidy or tax relief provtded by . . t should take dec1s1ons m w ic • • . government pohc1es etc. managemen bil' b mes tile guiding the government affect the demand of goods. The manager has to consider how far . . . . F ti ·s the law of proba 1ty eco • uncertainties are mmtmum. •or 11 
' . f fi t e and measurement I these changes will affect the demand of goods. · 'al ·cs the principles o pro 1t, na ur principle. In managen economt . • al< al . . st etc are (5) Strategy of sales : The strategy of sales adopted by as a whole by others at d f 1 • f profit such as bre even an ys1s co • of profit, the metho s O P annmg O 

macro level affect individual strategies of sales also. The demand by the customers studied. • , . . . . 1 managerial depends on preference or choice of customers, priority, availability of goods prices of (6) Capital budget and dcc1S1ons regard111g m~estment • en . 
1 

b d t substitute commodities, quality etc. · economics, the decisions regarding investment are very important. ap1ta u ge 
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(6) Social factors : The choice of consumers regarding commodity~ by social values, property lights, customs, habits etc. In a counny, existing 1 ebcteq 
f 

. . d ao1 unions, consumer co-operative unions, the manu actunng umons an their p 1• _lit. . . l O lCj affect the decision making of the firm. The changes m soc1a structures also affe es1 

changes in nature of demand for commodities. The study of social facto: th, 
therefore, necessary in managerial economics. are _ (7) Economic policies : The economic policy of the government affecl decisions of individual firms. e.g. Due to changes in policies of privatis s_ the liberalization and globalisation, there have major changes in demand of goods ~lion, country. The banks, insurance companies, financial corporations, and other po~ the affect the decisions of individual firm. The policies of the government regard~,, 
agnculture, industries, trade affect the demand of goods and production co lllg goods. Therefore, all these things are included in managerial economics. Toe cha 't_ 

01 

political scenario of the country also influence the decisions of the firm. When po~!"! circumstances change in a country, the import-export transfer of capital t cat affected. On the whole, the scope of managerial economics is wider tha e c. are n othei 
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(7) Advice on trade (8) Advice on management of foreign exchange (9) Environment means forecasting for external factors (10) Advice on capital project (11) Economic analysis of under developed countries (12) Managerial analysis of security. 
A managerial economist gives proper guidance to the entrepreneur after studying all this points and after _analysing which helps an entrepreneur to take decision and to plan for future. 
The most important task of a managerial economist is to forecast on sales and market research. A managerial economist checks the trends of market demand, and how much part of market is available to the firm in increased demand. He tries to provide the informatio1_1. An entrepreneur gets the guirlance of it on the basis of decision making and future planning. 
3. . General Tasks (functions) of Managerial Economist : The general tasks of a managerial economist can b~ studied on the basis of below factors : 
(A) External Factors (B) Internal Factors. 
(A) External Factors (Business Environment) : The factors like sales, income or profit which affect the business but remain outside the control of the firm are sciences. . . ' known as external factors or also known as business environment. From this 6. Role and Responsibilities of Manageraal Economi5t I information, the firm makes the process of decision making and future planning. . h . f o·on· of managerial economist is to show how These are important factors which help the firm for taking decision. The following 

1 Introduction : T e mam unc • d d • • • . • alysis can be used in the process r factors are mclu e m it. th • • les of econorrncs and economic an o . . e _p_nncip . 
1 

. Th ain question in front of a firm is to receive (1) Economic pobcy of government : The economic policy of government 
decision making and future P anmng. e m ff t th b • t rth F 1 1 • 'all • 1· • 

. . th f h ving alternative uses -optimallv "' a ec s e usmess no ewo y. or examp e, eavmg soci stic po icy accepting 
h • • m profit and to d1smbute e actors a 1· 10 • • • • . . . 

t e maxtmu . . t . very crucial For exampl u' cap1tahst1c economy, reducmg restnct1ons (controls) on trade or production, I thi bl the role of managenal economis IS • e, . . - . . . . . 
so ve s pro em, . 'al . . i accepting hberahsat1on and globalisation policy, then the firm can get the global 

· · d d f oduct of a firm then managen econorrust tnes to there 1s a decrease m eman ° pr ' f 
1 

. 
1 th d H . 1 market. For example, the companies like Reliance, Tata. etc. prepare the future 

'bl , ·t with the help o ana yt1ca me o . e tnes to . . . . find out the factors respons1 e 10r 1 . . planning policy m India presently not an the basis of Indian market but on the basis 1 d ult• e product or due to high pnce, the demand has . . . . 
know whether peop e nee m i-us . of world (global) market. How is the global market in this situation ? What kind of 0 th b · f th' =-r mati·on he shows the way to tackle this problem by . . . . . . 
reductd. n e asis o 1s uuor , • . changes can be possible m glo!)al market? This information can be provided by the changing the nature of the product or by reducing the co~~ of Production. A managerial economist to an entrepreneur. managerial economist guides the entrepreneur to take the decision and to plan for (2) Changes in level of competition : A managerial economist should provide future to solve the difficult problem. . the information about the possible changes in forms of situation of country and 2. Role of Manag~rial Economist : The role or working of managerial international situation for competition at national and international level. For • economist is as follows : (A)· Specific Decisions, and (B) General Decisions. example, if the government puts the liberal trade policy in place of protectionist trade The working (functions) of_ a managerial economist : The managerial policy, sometimes due to increase in imports, the competition also increases. economists like· Alexandar and Kemp showed the specific functions from the study of (3) Regarding present and future market demand : A managerial economist British Industries. 

provides the information regarding the choice and invention so that what is the (1) Production planning (2) Demand forecasting (3) Research in market probability of present and future market demand change can be known to a firm. A (11) Economic analysis of a firm (5)" Decision for price (6) Valuation of investment firm can prepare profit policy on decision making and future planning based on it. For 
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. k t in India, so the mobile pr~ 

example, there is revolution in mobile mar e UCjj 
. • ture demand. 

company prepares the pohcy regarding fu f nomy • A managerial eco 1 

(4) Regarding the overall picture o an cco . • d d . norn~ • • al income an pro uction • J 
should provide the information regardmg nauon t ti th in ill 

fi 1 r cy of the govemmen so iat e 0 
economy in terms of monetary and sea po 1 

1• Ve~ 
. b An entrepreneur prepares the po icy of produ,· 

picture of a country can e seen. _ 
and price on the basis of it. • 

d F
. al poli'cy . A managerial economist should provide •L 

(5) Monetary an 1sc • . • .... , 
information regarding the effects of monetary and ~Scal pol~J.~f.g~vemn_ient on~ 
market and p~oduction cost of a firm. For example, m .present liicli~~e~~; 

1
. · · 

1 
t d and what will be the reduction of product10n costd~ue. 

po icy 1s imp emen e . "" • b 
providing loan at low rate of interest. If the fi~ get~ cred~t at cneaper rate of interej 
'then, it is profitable for the firm to u~e the capital mtensive m~thods. . I 

(6) Others : A managerial economist should get ~e mform.at10n· from tit 
market about the present & future the price of raw matenal and finished goods. t 
addition to it, in future what is the probability of getting raw material, this informauJI 

should be provided to an entrepreneur. . 
(B) Internal Factors (Business Operations) : Internal factors are also cane 

business operations. The factors which are directly under control of management oi 
~rm are called internal factor~. In this the main _factors like profit, ~rice, capi~ 
rnvestrnent, expansion-contraction of a firm etc. are included. A managenal econo~ 
studies the below internal factors and guides the entrepreneur. 

(1) Regarding the objective of a firm : Generally, the objective of a firm is•, 
earn maximum profit. A managerial economist helps the firm to take the decision f( 
achieving the other objectives of a firm like sustaining goodwill of a consum~ 
disappointing the probable opponent, getting the leadership in industry or avoi~ 
the interference of government in addition to achieving maximum profit.- . 

(2) Using the~basic economic concepts in process of decision making: 
managerial economist should provide information to an entrepreneur regarding tt 

, ~ecision making and future planning and meth9os of economic analysis. For exampl 
m~re~ent~J prin.ciple, discounting principle, opportunity cost or equi-marginl 
pnnc1ple, et~~-can be used in the process of decision making. 

(3) l\tal!~gement of demand and'sales : A managerial economist infonns 1 

entrepreneur about the changes in demand with the help of methods of econom 
analysis after studying the factors affecting demand. For this, he have to find out tl 
pric~ ~lasticity of demand, income elasticity of demand, cross elasticity of deman 
_elasticity ~f demand etc. and from th.ii, lue finds out the effect of changes in deman 
due to pnce· changes. An entrepreneur can give guidance for preparing budget !1 
sales. • 
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(4) For production sector : A managerial economist should provide the 
guidance regarding the optimum level of production in short run after studying the 
production function and law of variable proportion. 

(5) Regarding Expenditure : The object of a firm is to produce at least cost. A 
managerial economist should show the way hov to produce the goods at least cost 
after analysing the cost function, short and long run expenditure production 
~~~~ . 

(6) Regarding price determination : A managerial economist should perform 
the task of giving guidance for price determination in different condition. Out of 
different pricing methods, he has to choose which price method is profitable or which 
price strategy is profitable. 

(7) Other factors: A managerial economist makes tht decision making easier 
by providing guidance as follows : (a) Budget of sales and profit for next year (b) 
Storage policy of goods and schedule for the next six months regarding production. (c) 
Choice regarding the highest profitable goods of a firm (d) Changes in the policy of 
present wages and price if needs. (e) How is the structure ot: cash and its investment 
in next ·month ? (f) Forecasting regarding the general business activity (g) Product 
design, pro~uction planning, etc. 

So, a managerial economist plays a very crucial and important role in 
production structure of present corporate structure and plays a very important role in 
the process of management. He does not give advice in inte1lnal factors but also study 
the external factors and after analysing he makes an entrepreneur aware regarding the 
business effects. 1 

4. Responsibilities of a Managerial Economist : A managerial economist 
guides an entrepreneur in the process of decision making and in preparing future 
planning. This function should be performed seriously and with responsibility so that 
the success can be achieved. In this situation, the manageria\t economist should be 
aware with the below responsibilities and duties. \ 

(I) Regarding maximum return : The aim of a firm is tb get maximum return 
on investment and maximum profit. To achieve this aim a managerial economist 

• should use all his abilities and knowledge. He should guide th~ firm in such a way so 
that the firm receives maximum profit by putting a side his owit feelings or principles. 

(2) Regarding doing perfect forecasting : A manageriru economist has to do 
perfect forecasting. The factors like available data and information, external economic 
environment, government policy etc. are considered. So, a managerial economic tries 
to do perfect forecasting so that the uncertainties can be avoided. 

(3) Regarding quick collection of information: The importance of managerial 
economi~t is based on how quickly information he collects. For this, he has to keep in 
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rganisaUol1, P d. cussioll with entrepreneurs • A. Q 

business union and 1s • lll (4) Regarding guid~ce well onlY when he gets the position Wh~a~ 
h·s duues vetY "dea of day to day tr 1ci.. l!li 

economist pcrfonns I J-Ie must get an 
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ansacti •t lo 
good in process of n,'.'°agetll:n~;. 

10 
sturlY the projects and mth 

the use 0 ;n~, t'¼ 
the independent dec1s1on. I-I d compare after discussion. his <lb· I\ 

d 
analyse an • A ij· 

aod skill he hOS to stu ~ , tJre uust of entrepreneurs • managerial t 
c
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> Regarding winning r-1e should perform his task very ,.. econ 

P
reneurs. 0 

••ell 0th:. 

should win the trt1st of ent~e d must have e,ccellent personality and so th -~ 
. . ,menence an able <It" 

should have training e~r . d on his skills. to ll) '1t 
entrepreneurs understand ~ b','e Jementadon of decision , A manage • 'Ii 

(6) Reganu_ng eff ecttve :!vely so t1rat the decision will be run;: •cono • 
implement his dec>Ston very e ! giving importance to the aim • lfecti"e "¾ 
this, he has to put the real ahc_ts, ccess more probable. , g1Ving Pl'. t0i 

. d . g to make is su oil 
suggesnons an trY111 • •nst the economic challenge • 

d · standing agai s • A. 
(7) Regar ,ng tire abililY to fight widr tire challenges against rnanage, 

economist should have bout the effects of produ • 
th

e firm 
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should inform the entrepreneurs a Chon Pro • lit . d d customers health, so that on entrepreneu cess 
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7, Limitations of Managerial Economics 

1. Introduction: The 1iJJlitations of a science depend more on th . b e user 

science tlran tire science itself. e.g. atorrnc energy can e used for the Of~ 

mankind but it can destroy manJcind if used as a means of distraction. In th Welfare 

managerial economics can be used profitably and in the context of its e same "'I ·a1 i: . . F 11 • 1· user. 
2. Limitations of Managen i.:conom1cs : o owmg imitations ar t 

Managerial Economics: e 

0

und • 
(1) It is not absolutely trUe science : Economics and managerial 

are social science. They depend on continuity of certain behaviour. Parti 1 econollli 
in the· context of demand and sopply. Project is determined on the ~u ~ly, it is 

assumptions. But it is not possible that all such assumptions, then into ::. of_ the 
world. Therefore, it is not necessary that all assumptions of mana,,.eri ity m r, 
come true. 

0 

al econollti 

(2) It is not welfare science : The objective of any f" • . . . irm m ma 
compeatJon structure in modem time is to make maximum profit 1 • nager' 
n th d · I 

1 
• n this c 

1
~ 

0 
rmp ementerl ~ not always welfare oriented because • ontext, 

prunary objective while social welfare is a secondary obJ·c n· maximum profit is~ c ve. Verv often h" h • · ' ig pnc 
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are charged on certain goods due to the limitation of demand and supply even more 
than the production cost. The prices charged at higher rates reduce the social welfare. 
Sometimes, luxury goods are produced for the purpose of profit only. Sometimes even 
harmful goods are produced for the purpose of profit only. They reduce the quality 
and quantity of social good. 

(3) Decision according to time and place: In managerial economics, decisions 
are taken in the context of time and place according demand and supply. Such 
decisions are not always true for all the time. e.g. If a firm takes certain decision 
regarding time production of X does not hold true for all the time in future. If future 
changes, the decision has to be changed. In the same way, the place factor also affects 
the demand and supply and in the final analysis the decision. 

(4) The effect of policies of macro economics : In macro economic level, 
decisions regarding agriculture, industries, foreign trade and monetary and fiscal 
policies take longer period of time. Such a delay makes the decision irrelevant as the 
demand and supply factors also change. Identificati@n of policy and its possible 
impact at micro-economic level may take and that adversely affect ~e unit at the 
micro level. \ 

----'"1!!11141 bjective Study ,,,.. •.,;;.----

► Choose the correct option fro,:n the given options : 

(1) Who is considered to have started the development of Managerial Economics 
with a book published in 1951 ? 
(A) John :M;aynard Keynes (B) Joel Dean 
(C) Adam Smith (D) Milton Friedman 

(2) Which of the following best describes the main function of managerial 
economics? 
(A) To coordinate abstract principles of economics with managerial decisions 
(B) To study the history of economic thought 
(C) To analyze macroeconomic trends 
(D) To develop new economic theories 

(3) what is a major difference between Managerial Economics and Business 
Economics? 
(A) Managerial Economics is narrower in scope than Business Economics. 
(B) Managerial Economics focuses on management of business activity, while 

Business Economics includes all business activities from production to 
distribution. 

(C) B1Jsiness Economics is a subfield of Managerial Economics. 
(D) Thcr(' is no difference; the terms are interchangeable. 

:1~ 

:1 
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. f the Finn'' considered inappropriate for M~ 
Why is the term "Econonucs O eeriai 

Economics ? h firm 
(A) It does not discuss pri;.c:

1
:i~ft~:s unr~alistic in practical scenarios 

(B) It is based on asswnp 10 ·c as ects • 
(Cl It is too broad and includes macroecononu_ P bl • 

. • d" ·dual economic pro ems. 
(D) It focuses exclusively on 10 lVl • • 

(5l Which definition of economics emphasizes the sc1e_nce? of ch01ce preference 
studying how men choose scarce means for produ~t1~n • . . ' 
(A) Joel Dean's definition (B) Robbm~ defimtio~ , 
(Cl Spencer and Siegelman's definiti~n (D) M~c Nair ~

nd
·Mene_~ s definition 

(6l Which of the following factors is not typically used m managenal dec1s1on-making? 

(A) Economic Principles / 
(Bl Human Psychology 
(Cl Local and International Political Conditions 

lD) Astrology 
(7) Which aspect is not a key feature of Managerial Economics ? 

(Al Process of taking economic decisions 

(8) 

(B) Exclusive focus on government policy making 
(C) Use of economic, statistical, and mathematical tools 
(Dl Implementation of economic and business principles 
How does Managerial Economics primarily differ from Economics ? 
(Al Managerial Economics involves macroeconomic principles. 
(B) Managerial Economics applies economic principles to firm-level problems. 
(C) General Economics is practical and result-oriented. 
(D) Managerial Economics does not use economic models. 

(9) Which of the following best describes the nature of Managerial Economics 
according to W.F. Samuelson and Stephen G. Mark? 
(A) It is purely theoretical with no practical application. 

(10) 

(I 1) 

(B) It involves the use of economic tools for most managerial decisions. 
(Cl It excludes competition analysis. • 
(D) It is concerned only with macroeconomic issues. 
How does Managerial Economics relate to Macroeconomics ? 
(Al It solely focuses on microeconomic aspects and ignores macroeconomic 

factors. 
(B) It studies trade cycles and national income in detail. 
(C) It ~onsiders macroeconomic trends while making firm-level decisions. 
(Dl It 1s unrelated to Macroeconomics. 
The scope of Managerial Economics is 
(Al Broader than general Economics ---· 
(D) Limited to the management of a firm 
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(C) More comprehensive than Industrial Economics 
(Dl Focused on public policy analysis 

(12) Managerial Economics is an art because __ _ 
(A) It involves scientific theories. 
(Bl It aims at the attainment of certain objectives like maximizing profit. 
(Cl It docs not involve practical application. 
(D) It is purely theoretical. 

21 

(13) Which method is commonly used in Managerial Economics for decision-malcing? 
(A) Inductive Method (B) Deductive Method 
(Cl Experimental Method (Dl Comparative Method 

(14) The primary objective of managerial economics is to __ _ 
(A) Understand consumer behaviour 
(Bl Apply economic principles to business policy and decision making 
(C) Study the production of goods and services 
(D) Analyze government policies • 

(15l Managerial economics is considered an idealistic science because ___ . 
(Al It focuses solely on economic events without concern for objectives 
(B) It gives clear-cut opinions on decisions for maximum benefit 
(C) It studies human behavior in a realistic context 
(D) It deals with inanimate things 

(16) Which sciences are particularly useful in the decision-making process in 
managerial economics ? 
(Al Physics and Chemistry (B) Biology and Medicine 
(C) Mathematics, Statistics, and Accounting 
(D) History and Geography 

(17) The term "positive science" in the context of managerial economics refers 
to __ _ 
(Al Making value-based judgments about economic policies 
(B) Analyzing what is, without prescribing what should be 
(C) Creating normative statements about economic decisions 
(Dl Focusing on future economic trends 

(18) Which of the following statements best describes econometrics in managerial 
economics? 
(Al It ignores mathematical methods 
(8) It combines economics, statistics, and mathematics for decision making 
(C) Jt is unrelated to managerial decision processe~ 
(D, It solely focuses on qualitative analysis 

(19) · Which of the following is not included in.the scope of managerial economics? 
(A) Pemaild analysis • (Bl Inventory control 
(C) Personal ~anagement (D) Cost analysis 
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(Al r,Jatur tanning~ a1ysis 

) Future P oJtllC aJl t (B tJ'storical econ ...,anageme~ detennination in managerial e (Cl nl ti a.nee ••· price d • • con p rsonal ill ted for (B) Ran om pncmg Ineth oll\i 
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0
ci ~? 

(21) : M~al p~~:~ method erial economics concerning resource al 
(Cl Arb1trarY ~ oal of ma.nag locauo W}lat is (he rna1n g ployee wages 'th 1iffiited resources ~l (22) To increase em. rn results Vil 
(A) • ve opurnu · bilitY 
(Bl To achie e resource availa ture planning 
(Cl To red0~ t the need for fu 'dered under operational issues in (Dl To elirnina e .. ,;ng areas is cons1 rn.ana11 • . f the follovv... . ()etial (23) Wluch o. 

1 
(B) Social factors 

economics • nt policies . g (D) Trends in foreign trad -
(Al Governrne d forecasun • • e 

d an
alysis an •ronrnental issues m managerial e 

(Cl oe01an all under envi • • • con0 • . f t r does not f (B) Business dec1s1ons lllies1 
24) W}11ch ac o • • ( 

1 
ome trends al . (D) Government policies (Al nc . an ys1s 

(25) 

(26) 

(cl 
Cost and producuo~ t an internal problem that managerial ec 

ll
~gIB~. ~~ ~~~~foo- ~ 

helps to solve ? d'ties to produce 
(Al What com~o i . other countries 
(Bl Trade relauons with fit and capital 
(Cl How to manage pro th d of production to adopt 

Wh 
· ts and me O s • d'ff (D) at inpu 'al economics play in managmg 1 erent departm What role does mana?en . 

1 enb 'thi large industnal Ulllt • w1 n a di un· g agent among different departments (A) Jt acts as a coor na t 
fin ·a1 managemen (Bl It only focuses on ano • . d 

1 
u·ons only for the production department (C) It provi es so u , • 
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(29) 

(30) 

(31) 

(32) 

(33) 

(C) Managerial economics applies the principles and methods of traditional 
economics to business decision-making 

(D) Managerial economics opposes the methods of traditional economics What is the primary function of a managerial economist in a firm ? 
(A) Maximizing sales revenue (B) Minimizing production costs (C) Maximizing profit through economic analysis 
(D) Maximizing market share 
Which of the following is not a specific function of a managerial economist ? 
(A) Production planning (B) Demand forecasting (CJ Employee training (D) Economic analysis of a firm 
A managerial economist assists in decision-making related to __ _ 
(A) Government policy analysis (B) Marketing strategies (CJ Stock market predictions (D) All of the above 
Responsibilities of a managerial economist include __ _ 
(A) Maximizing company expenses 
(B) Making independent decisions without analysis 
(C) Forecasting economic conditions 
(DJ Ignoring external economic factors 
What is one of the roles of a managerial economist in relation to pricing decisions ? 
(A) Increasing prices to maximize revenue 
(B) Following competitors' pricing strategies 
(C) Advising on profitable pricing methods 
(D) Lowering prices to increase market share 

\ (1) B 
(10) C 
(19) C 
(28) C 

(2) A 
(11) B 
(20) B 
(29) C 

(3) B 
(12) B 
(21) A 
(30) C 

(4) B (5) B (6) D (7) B (8) B 
(13) B (14) B (15) B (16) C (17) B 
(22) B (23) C (24) C (25) B (26) A 
(31) D · (32) C (33) C 

(9) B 
(18) B 
(27) B 

• Ctllifflfr•-~-----------(D) It ignores the marketing dep~ent s needs . . Which disciplines, aside from economics, are consulted m managenal economics 1. 
to solve business problems ? 2 

(27) Define Managerial Economics. Discuss its relation with economic theory. Define Managerial Economics and discuss its scope. 

(28) 

(A) History and geography • (B) Psychology and sociology 3• (C) Literature and arts (D) Sports and entertainment • 
What is the relationship between managerial economics and traditional 
econ.omics ? 
(A) Managerial economics is entirely separate from traditional economics 
(B) Managerial economics ignores the principles of traditional economics 

4. 
5. 

"Managerial Economics is the study of allocation of resources available to a firm or other unit of management among activity of that unit." Examine and evaluate this statement. 
Explain clearly the natw-e of Managerial Economics. 
Explain the importance of Managerial Economics. 
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