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1. (i) "Managerial Economics uses the theories of economics and methodology of
decision sciences for nranagerial decision making" explain the stateprerii.

(06 Marks)

(ii) Explain basic mg'agerial decision process with a diagram.

(iii) Determine the partial derivatives with respect
following function

(a) TC= 50 + 5er + lOez + 5erez

(b) Q= 1.5L0'sK o's

(06Marks)
to all of the variables in the

(08 Marks)

1
2' (i) Why is forecasting so iuportant in the business decisiop rlaking of firms and

olher enterprises?

(05Marks)

(ii) The table shows the price and quantity data of pens sold by a company

Year 200 I 2002 2003 2004 200s 2006 2007 2008 2009 2010
Price 2 2 4 5 4 J 8 6 5
sales'
('000 units

9 10 8 1 5 6 8 J 4 7

a.

b.

Fit the demand function and estimate the demand wl-ren the price id Rs 7/-
Forecast the demand for the year Z0ll

(15 Marks)

rya)
l0

2 ocT ijcn



3. i. Explain the pricing decision uncler the condition
firm r.nake profit in both shorl ancl long run?

The cost fur-rction of a chocolate conrpaliy is C1

operates in a perfectlv colnpctitive nrarkct. Thc
fitnctions o1'the contpany arc Q = 360 -2I, arrcl e
( I'-Pricc , Q- Dcrnand/ Supllly ancl C1 , e1
the firrn )

of perl'ect contpetitiorr. Can a

(05 Marks)

= 75Qr - 8Q,t +er3 - 85. Ir
industry clenrand and sr-rpply

= I0 -l- 3P rc-spcctively
lrc tot:rl cost and suJlply, ol'

ll.

? calculate the eq'ilib'iu'r price arci qLrartity .{.chocolate
b. Esti'rate the profit nraxi'rizirg.utput ol'chocolatc
c. calcr-rlate the'plofit nraclc lry thc conr;rany in thc short run

4. A firm r.vishes to rnaximize its prolit given b5,

rc -20X +15f
subject to the constrains i'rposccl by'thc 1bll.rving li'ritation

( l5 Marks)

4X +3r < 90

x +2Y <4.0

zY <30

>30

Ievel of X anci Y, ancl interpret yoLrr

..1 "
t* :'',' (2.9 Marks)

-.f

Ittpt"tt A

InTtttt B

Input C

X > 0 andy

i. Graph the ineqr-rality constraints
ii. Using graphical nrethod. fincl the

answer
iii. Obtain the profit lcvr:l

1

5. Briefly explain the {bllou,irrg

a. Ilonrogeneous producls ancl
b, Marginal cost curve ancl llrrrr
c. Brcakcven point
d. Experts opinion rtrethod

I)roduct cl i llbrentiati on
's sup1rl1,, curvc

(20 Marks)


