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1.
Case study (Compulsory):

During a recessionary period, in the United States, CEO’s of   the General Motors, Ford and Chrysler commonly decided that it is not worthwhile to close down some of the operating plants and lay off workers. It is rather cheaper to sell cars to rental companies at lower prices even at a loss than to lay off workers. This is because, the recession-auto sales slump is a temporary phenomenon and once recovery period begin, restarting of a closed down plant would be more expensive. Further, lay off would mean a high compensation to be paid to the workers when their services are terminated, under the union contracts. In other words, CEOs observed loss’ of profit in sales (LS1 ) would be lesser than the “costs” of lay off and again additional costs in reopening of the closed plants (CS2 ). Thus: 
LS1  > CS2
a.
LS1  = Strategy 1 : selling at loss
b.
CS2  = Strategy 2 : lay off workers
It is, therefore, better to select the strategy (1) rather than (2).  Selection of strategy (2) is also not desirable as it would shatter the image of the company as one of the best employee.
Question: 
Review the alternative courses of actions thought out by the CEOs of the US Automobile   industry during the auto sales slump.
2.
a.
Define Managerial Economics. 











(5)

b.
Critically evaluate the nature and scope of Managerial Economics.  



(15)
(OR)

3.
a.
State the factors affecting demand.  










(5)

b.
Explain in detail about the different types of Elasticity of Demand. 




(15) 
4.
a.
What do you mean by Production Function?  








(2)

b.
Distinguish between ISO Cost line and ISO Quant Curve. 






(3)

c.
Explain in detail about the Laws of Return to Scale with suitable diagrams.


(15)
(OR)

5.
a.
Define Total cost, Average cost and Marginal cost.   







(5)

b.
Distinguish between urgent cost and postponable cost. 






(5)

c.
Discuss in detail about short run cost and long run cost. 






(10) 
6.
a.
State the features of Imperfect Competition. 









(5)
b.
Explain the pricing and output decision under Imperfect competition in the short run and in 
the long run. 
















(15)
(OR)

7.
a.
State the features of Monopoly.  











(5)

b.
Explain the degrees of discrimination under Monopoly. 






(15)
8.
a.
Discuss in detail about various methods of pricing. 







(10)

b.
Explain about the pricing over the life cycle of the product. 





(10) 
(OR)

9.
Write in detail about Break even analysis. 






