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Objectives . 1)Improving the quality of life of the rural
population.
2)To improve the infrastructure of the rural areas.

3)To reduce unemployment by providing opportunities for
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Role and importance of managerial 1
economics in decision-making.

Basic economic concepts and principles.

Demand Analysis and Forecasting:

Demand theory and determinants of
demand.

\=

\\\\%@é\\w\\ « Demand elasticity and its applications.
2=

Demand forecasting techniques and 1
methods.

Factors influencing demand forecasting.

Production and Cost Analysis:

Production theory and production
functions. ‘

e Short-run and long-run production
g\h\\%é \é\“\\e' decisions. ’

Cost concepts, types, and cost-output
relationships.

o Economies of scale and scope.

I11

/
Market Structure and Pricing:

o Market structures: perfect competition, 4
@A P monoptlaly, monopolistic competition, /
oligopoly.

‘G\\\’S\\% . Prigcinpg s%:rategies and techniques. v
« Pricing under different market

structures.

« Price discrimination and pricing in
practice.
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L. Introduction to Managerial Economics
* Definition and scope of managerial economics
* Role of managerial economics in decision-making
* Basic economic concepts and principles

2. Demand Analysis and Estimation
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+ Law of demand and its applications
« Elasticity of demand and its importance in decision-making
» Demand forecasting techniques
3. Supply Analysis and Production Decisions
« Law of supply and its applications
« Cost concepts and production functions

« Short-run and long-run production decisions

1 T P A .

4. Market Structures and Pricing Strategies

« Perfect competition, monopolistic competition, oligopoly, and

monopoly

« Pricing strategies under different market structures
« Price discrimination and its implications

5. Theory of the Firm and Profit Maximization

Objective of the firm: profit maximization and other goals

« Marginal analysis and profit optimization
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Constraints on profit maximization (e.g., resource limitations)

6. Market Failure and Government Intervention
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Externalities and public goods

.

Q x (3 ‘
Government policies to correct market failures

+ Impact of regulations on business decisions

R R T T B TR TR O R

7. Risk and Uncertainty in Decision-Making

+ Decision-making under risk and uncertainty

T R R

« Decision criteria (e.g., expected utility, risk aversion)

Risk management and insurance :
8. Capital Budgeting and Investment Decisions
« Time value of money and discounted cash flow analysis
. Capital budgeting techniques (e.g., NPV, IRR, payback period)
. Inyestment decisions and risk assessment
9. Pricing and Output Decisions in the Short Run and Long Run
. Short-.run and long-run profit maximization

« Shut-down and break-even analysis

. Capacity planning and output decisions

10.Game Theory and Strategic Decision-Making
. Introduction to game theory
. Oligopolistic compgtition and strategic interactions
. Nash equilibrium and decision-making in strategic
environments

11.Managerial Economics and Global Markets

SN

. International trade and comparative advantage
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« Exchange rates and their impact on business decisions
+ Global market entry strategies
12.Business Strategy and Managerial Economics

« Integration of managerial economics with business strategy
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« Decision-making in competitive and dynamic markets

+ Case studies and real-world applications
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UNIT -1
1. Managerial Economics Definition:

e Managerial economics is the application of economic principles and concepts to solve managerial
decision-making problems. It helps managers make informed choices that optimize the use of
limited resources in achieving organizational goals.

2. Economic Principles and Business Decisions:

e Managerial economics draws from microeconomics and macroeconomics to analyze and address
business-related issues.

e Microeconomics focuses on individual firm and consumer behavior, while macroeconomics
examines the broader economic environment.

3. Scarcity and Resource Allocation:

e Scarcity is a fundamental concept in managerial economics, highlighting the limited availability of
resources (such as capital, labor, and time) relative to unlimited wants and needs.

e Managers must make choices about how to allocate these scarce resources to maximize value
and profitability.

4. Key Concepts in Managerial Economics:
e Opportunity Cost: The cost of forgoing the next best alternative when making a decision.
e Marginal Analysis: Evaluating the incremental costs and benefits associated with a decision.

¢ Incremental Decision-Making: Managers should make decisions based on changes from the
current situation.

e Sunk Costs: Costs that cannot be recovered and should not influence future decisions.

Elasticity: A measure of how responsive demand or supply is to changes in price or other factors.
5. Goals of Managerial Economics:

e Profit Maximization: Traditionally, businesses seek to maximize profits, which means earning
more revenue than incurring costs.

e Wealth Maximization: Some firms focus on maximizing shareholder wealth, which considers the
time value of money and risk.

e Sales Growth: In some cases, firms prioritize expanding their market share and sales revenue.
6. Managerial Decision Areas:

e Production and Cost Analysis: Managers assess production processes and costs to optimize
efficiency.




Pricing Strategy: Setting prices that maximize revenue and profit while considering demand
elasticity.

Market Structure Analysis: Understanding the level of competition in the market, which
influences pricing and strategy.

Demand Forecasting: Estimating future demand for products or services to guide production and
inventory decisions.

Capital Budgeting: Evaluating investment projects to determine their financial viability.

Risk Analysis: Assessing and managing risks associated with business decisions.

Government Regulations: Considering legal and regulatory constraints in decision-making.
7. Role of Data and Information:

e Data analysis and information gathering are crucial in managerial economics to make well-
informed decisions.

e Data analytics, market research, and financial analysis help managers understand market
dynamics and consumer behavior.

8. Decision-Making Models:

e Managerial economics employs various decision-making models, including cost-volume-profit
analysis, break-even analysis, and game theory.

9. Ethical Considerations:

e Managers must make ethical decisions that align with the values and principles of their
organizations and society at large.

10. Continuous Learning:

e Managerial economics is a dynamic field, and managers must continuously adapt their strategies
and decisions to changing market conditions, economic trends, and consumer preferences.

Managerial economics plays a vital role in guiding business decisions, ensuring efficient resource
allocation, and achieving organizational objectives in a competitive and dynamic business environment.




UNIT-2
Demand Analysis:

1. Definition of Demand: Demand refers to the quantity of a product or service that consumers are
willing and able to purchase at various price levels and during a specific period.

2. Factors Influencing Demand:
e Price: As price increases, demand generally decreases, and vice versa (law of demand).

e Income: An increase in consumer income often leads to increased demand for most
goods (normal goods), while some goods may be considered inferior.

e Tastes and Preferences: Consumer preferences and trends play a significant role in
shaping demand.

e Population: An increase in population can lead to increased demand for various goods
and services.

e Substitutes and Complements: Availability and prices of substitute and complementary
goods affect demand.

3. Elasticity of Demand: Elasticity measures how sensitive demand is to changes in price. It's
calculated as the percentage change in quantity demanded divided by the percentage change in

price.

e Elastic Demand: When elasticity is greater than 1, demand is elastic. Price changes have a
proportionally larger impact on quantity demanded.

e Inelastic Demand: When elasticity is less than 1, demand is inelastic. Price changes have a
proportionally smaller impact on quantity demanded.

Demand Forecasting:

1. Definition of Demand Forecasting: Demand forecasting is the process of estimating future
customer demand for a product or service. It involves analyzing historical data and using various
techniques to make predictions.

2. Methods of Demand Forecasting:

e Time Series Analysis: This method involves studying historical data to identify patterns
and trends.

e Market Research: Surveys, focus groups, and consumer interviews can provide valuable
insights into future demand.

e Regression Analysis: This statistical technique uses the relationship between variables like
price, income, and demand to make forecasts.




e Delphi Method: Involves collecting expert opinions and making forecasts based on their
insights.

e Simulation and Modeling: Complex models and simulations can be used to predict
demand under various scenarios.

3. Challenges in Demand Forecasting:

e Uncertainty: Future events and market conditions are uncertain, making accurate
forecasts challenging.

e Data Quality: Inaccurate or incomplete data can lead to unreliable forecasts.
e Seasonality: Some products have seasonal demand patterns that must be accounted for.

e External Factors: Economic, political, and environmental factors can impact demand
unpredictably.

4. Importance of Accurate Forecasting:

e Efficient Resource Allocation: Helps in optimizing production, inventory management,
and resource allocation.

e Pricing Strategy: Enables setting competitive and profitable prices.

e Customer Satisfaction: Ensures products are available when and where customers need
them.

e Risk Management: Reduces the risk of overproduction or underproduction.

5. Continuous Improvement: Demand forecasting is an ongoing process that should be regularly
reviewed and adjusted to account for changing market conditions and new data.

In conclusion, demand analysis and forecasting are essential tools for businesses to make informed
decisions and adapt to market dynamics. Accurate forecasting can help organizations thrive in a
competitive marketplace while minimizing risks and maximizing profitability.




UNIT-3

Production and cost analysis are fundamental concepts in economics and business management. They

play a crucial role in decision-making, pricing strategies, and overall operational efficiency. Here are some

important notes on production and cost analysis:

Production Analysis:

1.

5.

Production Function: The production function represents the relationship between inputs
(factors of production) and outputs (goods or services produced). It shows how different
combinations of inputs can produce varying levels of output.

Factors of Production: There are typically three primary factors of production:
e Labor: The human effort and skills involved in production.

e Capital: The physical and financial assets used in production, such as machinery and
equipment.

¢ Land/Natural Resources: The physical resources like land, minerals, and raw materials
required for production.

Short-Run vs. Long-Run Production: In the short run, at least one input is fixed (usually capital),
while in the long run, all inputs are variable. Firms can make different production decisions in
these two timeframes.

Production Costs: Costs incurred in the production process include:

e Fixed Costs (FC): Costs that do not change with the level of production (e.g., rent,
salaries).

e Variable Costs (VC): Costs that vary with the level of production (e.g., raw materials,
labor).

e Total Costs (TC): The sum of fixed and variable costs (TC = FC + VC).
e Average Total Cost (ATC or AC): Total cost per unit of output (ATC = TC / Quantity).
e Marginal Cost (MC): The cost of producing one additional unit of output.

Production Optimization: Firms aim to produce at the level where marginal cost equals marginal
revenue (MC = MR) to maximize profit. This is known as the profit-maximizing level of production.

Cost Analysis:

1.

Types of Costs:
e Explicit Costs: Direct, out-of-pocket expenses incurred in production.

e Implicit Costs: Opportunity costs associated with using resources for a particular activity
(e.g., the owner's salary when running their own business).




2. Total Cost (TC): The sum of explicit and implicit costs.
e TC = Explicit Costs + Implicit Costs

3. Average Cost (AC): Total cost per unit of output.
e AC=TC/Quantity

4. Marginal Cost (MC): The additional cost incurred by producing one more unit.
e MC=ATC/ AQuantity

5. Economies of Scale: Occurs when increasing production leads to lower per-unit costs. This is
often observed in large-scale production.

6. Diseconomies of Scale: Occurs when increasing production results in higher per-unit costs, often
due to inefficiencies in large organizations.

7. Cost Curves:

e Average Total Cost Curve (ATC or AC Curve): U-shaped, with a minimum point indicating
the optimal level of production.

e Marginal Cost Curve (MC Curve): Typically intersects the ATC curve at its lowest point.
Key Takeaways:
e Production analysis helps firms understand how to produce goods efficiently.
e Cost analysis helps firms make pricing decisions and manage their resources effectively.
e Firms aim to produce where MC equals MR for profit maximization.

e Cost curves, including ATC and MC, provide insights into cost behavior at different levels of
production.

These concepts are essential for businesses to make informed decisions regarding production levels,
pricing strategies, and resource allocation, ultimately contributing to their profitability and sustainability
in the marketplace.

UNIT-4

Market structure and pricing are interconnected concepts in economics that influence how firms operate
and make pricing decisions in various market environments. Different market structures have distinct
characteristics that affect pricing strategies. Here are some key notes on market structure and pricing:

Market Structures:
1. Perfect Competition:
e Many small firms sell identical products.

e Easy entry and exit of firms from the market.




e No individual firm has control over price (price taker).
e Firms in perfect competition typically charge the market price.
2. Monopoly:
e Asingle firm dominates the market and is the sole seller of a unique product.
e High barriers to entry, such as patents or economies of scale.
e The monopolist has significant control over pricing (price maker).

e Monopolists often charge higher prices and produce less output than in competitive
markets.

3. Monopolistic Competition:
e Many firms offer similar but differentiated products.
e Relatively easy entry and exit.
e Firms have some control over pricing due to product differentiation.
e Pricing may be influenced by advertising and branding efforts.
4. Oligopoly:
o Afew large firms dominate the market.
e High barriers to entry.
e Firms are interdependent and consider competitors' reactions when setting prices.

e Pricing strategies may include collusion (price-fixing) or non-price competition (product
differentiation).

Pricing Strategies:
1. Price Discrimination:

e Occurs when a firm charges different prices to different customer groups for the same
product or service.

e Common in industries like airlines, where prices vary based on factors like demand and
booking time.

2. Cost-Plus Pricing:
e Setting prices by adding a markup to the production cost.

e May not consider market demand and competitive factors adequately.

3. Skimming Pricing:




e Setting an initially high price for a new product and gradually lowering it over time.

e Used to capture maximum profit from early adopters before expanding to a broader
market.

4. Penetration Pricing:
e Setting a low initial price for a new product to gain market share quickly.
e The goalis to attract a large customer base and increase prices later.

5. Dynamic Pricing:

e Adjusting prices in real-time based on changing market conditions, demand, and other
factors.

e Common in e-commerce and industries with fluctuating demand.
6. Predatory Pricing:
e Deliberately setting prices below cost to drive competitors out of the market.
e Oftenillegal in many jurisdictions due to antitrust concerns.
Factors Influencing Pricing:

1. Market Demand: Understanding consumer preferences, elasticity of demand, and pricing
sensitivity is crucial.

2. Cost Structure: A firm's cost of production, including fixed and variable costs, affects pricing
decisions.

3. Competition: The behavior and strategies of competitors influence a firm's pricing choices.

4. Regulation: Industries like utilities or healthcare may face price regulations imposed by
governments.

5. Economic Conditions: Economic factors such as inflation and recession can impact pricing
strategies.

6. Brand Image and Quality: Premium brands can command higher prices based on perceived
quality.

In summary, market structure and pricing strategies are intertwined. Firms consider market conditions,
competition, and their own cost structures when determining how to set prices. The specific market
structure in which a firm operates also plays a significant role in shaping its pricing strategy, as each
structure presents unique challenges and opportunities for pricing decisions.
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Test Exercise:

?usesf:smff 1: ABC Manufacturing Company is considering
introducing a new product to the market. The company estimates
that the féxgd costs for production will be $100,000. The variable
cost per unit is expected to be $10, and the selling price per unit
is projected to be $30. Calculate the break-even point in terms of

A
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the number of units the company needs to sell to cover its mitsﬁ
™

Question 2: A company is analyzing the demand for its product.

The price elasticity of demand is estimated to be -1.5. If the
company §urrently selis 10,000 units at a price of $20, how many
units can it expect to sell if it reduces the price to $157 s By&g

foﬂeistian 3: A company is analyzing two investment projects.
Project A has an initial investment of $50,000 and is expected to
generate cash flows of $20,000 per year for the next five years.
Project B has an initial investment of $80,000 and is expected to
generate cash flows of $25,000 per year for the next six years.
Calculate the net present value (NPV) of each project assuminga
discount rate of 10%. Which project should the company choos
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based on NPV?
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5.Which one of the following central features is not associated

with Capitalist Economy? AnSy ECOIONE :
6.India is still a young country as the median age of its population _ ,
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7. Which one of the following forms of money supply is consider

the most widely used in the Indian monetary system? A -
8. Which one of the following statements about a borrower froma

Microfinance Company is not correct?
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Feed Back Form
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v
1. Is the programme interested to you (Yes/No)
v
2. Have you attended all the session (Yes/No)
J
3. Is the content of the program is adequate (Yes/No)
, v
4. Have the teacher covered the entire syllabus? (Yes/No)
. v’
5. Is the number of hours adequate? (Yes/No)
v/
6. Do you have any suggestions for enhancing or reducing the (Yes/No)
number of weeks designed for the program? S
7. On the whole, is the program useful in terms of enriching (Yes/No)
your knowledge? . \/
8. Do you have any suggestions on the program? (Yes/No)

- e SBEE

AT

C} Scanned with OKEN Scanner

- AT T RS
TR AT

SRS

T T

AN AN



P e P e P S

A.G. & S.G. Siddhartha Degree College of Arts & Science
Vuyyuru-521165, Krishna District, Andhra Pradesh

Value Added Course / Certificate Course - Attendance Register :
CIass/Section:sz Y Year : 90\~ Y Department of: E—Copow\‘\c} Paper: , mﬁiﬁ:&umn INPEPE SRR ’:‘a‘\\
:I(.) Roll No Student Name Category |12 |3|4|5|6(|7|8|9|10|11|12 |13 |14 |15 Total
L E-40) P Bhovoms g.cu [PIRIPPIPIPIPR|AIPIPP PP Phy
21400 B Ramidew? et [PIPIPIPIPIPIAP PP [P [PIPIPl1y,

31 403 M-Aravna e.c. |PIPIPIP|PP|p|API[PIP [P P]P!P!\uj

1404 [Ab- otk .. C |PIPIPIPIRR|PRIPIPIAIPDIPIP| 1y

5| 405 K'[\\ﬁn_.&‘d}\n s.c. PIPIPIPIPIPIAIDIPIP IP|-BPIPIP Iy |

6 406 | k. Rariua B PPPPPPV?P%PPPPWIHJ

7| 41 | KAnudde g. |P|P|P|p|PIPIA{PIP[P [P[P [P [PIP 4, |

81 403 | PRojualakshnd ec. |PIPIPIPIPIPIPIPIPIP |AIPIPIPIT [\,

° | 409 |M.chihdva vavdian e [P|PIDIAP PlplP [Pl plp [P P[P Ip [1u]

0] 4 MB- nNaseema e, < |P|PIPPIPIPIPAPIPIPP IpIPIP Ly

1] 40 |k FnmMha s IPIPIPIPIPIPIPIPIPIAIPID P IPIP| 1wy

2] 419 [SHB-QDunga Bhovan? B0 |PIPIPAIPIPIPIPIPIPIP [P IPIPIR [\

B3| 413 |\ Dogamtm’ e PIPPIRIPIPIPIPIAIPIP [ple[P]p [1n

4] 41 [Pk SY Sionsn? e... Ty |PPIPIPIPIAIRIPIP[P [P [P [P IP P 1y

5] 4137 e;-,,go?kumm g.-n|PIPIPIPIPIP|PIP|PIP|PIAIPIPIP 15

ea Wﬁmim ; y :

A.G.H &Bs".g. giddharttt\a Degree College =a A"&%A—/ N
(Auteromous), VUYYURU - 521 165 PRINCIPAL

Pl Oy P R D 2O LR L2 P R P el

T T

P R R

RPN E AL A S T T

AG & SG‘Siddhartha Degree College ot
Arts&Science (Autanomous),\luyvuru

e I S

& Scanned with OKEN Scanner



B
o > ST RN AT T

A
»

A.G. & i
S.G. Siddhartha Degree College of Arts & Science
Vuyyuru-521165, Krishna District, Andhra Pradesh

R

Valu .
e Added Course / Certificate Course - Attendance Register
TN NIR="Ev i

Class / Section: {3 /

_ ﬂ—‘B = A Year :90\B-\9 Department of: E Corourry A Paper: &=, ‘Dow'\,ﬁLecturer: PXIAVA SRR PEN é

No Roll No Student Name E

. Category 16 | 1718|1920 21|22 23 2412526272829 30 | Total ‘;

L 18-40) P-Rhmc()é\nu?o oo |PIP[PIP o [P]PPPIDIPIEIP L

- 403 |8 -Ramndew, @r,@,TPPP"AV?PPP??P?P?l‘ :

> 403 Mfiparn T Tplelelelripiele e Pl R IP [l

. 404 |[Ab-Fothimo = Tplplp v okl ele P [PIp[plPIP Ly

: 405 |k Noga Sudho .. [plplplplp(plplolplAlp | P LY 1P LL I

40k K.wn%cdn g./,&PP’P?PP%PPPPVPP?\

’ 407 | &-Anushn g,,,oPPPVPPPPPPAPPPP\\

s | a0y |PRowafaksheal = TelplplelalelPlelplelp P PP Ol

0 Ano | M-cidhdvauaxdhan . e |P[P[PIAPIFIP plelp|PIpIP PP \E;\

0| 415 [MR-NMoseemo e | P P[P IPIPIPIAP plo [P1oPIple hud |
11 411 | k=mnitho a.c JagpPPPPPVPAPPP\H{g
af ap |2 g BoeT ogepe? r faolelAe KIEEEISE 5 pihpy =l
13 l : al S Ho
a1 4 [ Pk-SY Subash? oo | PIPIPIPIELP plplplP 1P| PP N?lx[ﬂ
5| 4im |G.gof Humoo Srelplplelalplelelflp[plplelelna] -

NM ’
Department of Economics
e sG s =2 slrobrl—

A.G. & S.G siddhartha Degreeé (‘;‘ollege i

! VUYYURU = 52 165 | CIPAL

' AutonomOUS), AG & SG Siddhartha Degree College 0!
Arts&Science (Autonomous),\luyluru

T TS

S S e AW

TG TSP .rl&‘I;,f,raié‘:da’,f..’l]f’.u,n

. BT e o it
i ,,y,,,/‘/,,.;.-,v;é’.w»

R PO L bt
s ST B

o IR

@ Scanned with OKEN Scanner




T T

ADUSUMILLI GOPALAKRISHNAIAH AND SUGARCANE GROWERS
SIDDHARTHA DEGREE COLLEGE OF ARTS AND SCIENCE,
(AUTONOMOUS) VUYYURU A.P
(Accredited at “A” level by NAAC, Bengaluru)
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Department of Economics

VALUE ADDED COURSE: MANAGERIAL ECONOMICS

CERTIFICATE

Thisis to Certify that. pM @ & e &t b Son/Daughter of Shri/Smt A . SRR YU

has Successfully completed value added course in MANAGERIAL ECONOMICS
Conducted by the Department of Economics from 16-11-2018 to 30-12-2018 We wish him her bright future
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