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01.

i . How does Managerial Economics dilfer'liom 'Regular }roononics'?
(03 Malks)

ii. Why does thc fir'm give rnore atlention orl price in its demand fturction than other
determinanls? , (04 Marlc)

llow can the price elasticity be useful lor a firm lo take a decisjon on its to1al revenlre?
(07 Marks)

Suppose a firm uses inputs oflabor L ond Capital K to procluce its output Q. According

to the production lunctiou Q-f(L, K) =10 L la K a. tabor is plid rn bourly wage rale
ofw - 25 and the rental price ofcapital is r: 6.25, tire firnr sells its output at a price of
p =10 per uni1. Using Lagrcnge multipliel method find the level of laboi and capital

111.

(06 Marks)

02.
i. Explaln blieliy the lbllor,ving models lhat are used 10 predict economic trcrd in any

econollty
a, LinJog nodel
b. lLeciprocal model
c. PoJylionial modei (15 Mafts)

ii. An estimated Regression function is given below

Y =1.751 I -0.3673 X i

po = 3.7511 pr=0.3673 Y=Quanlity of sugar it, Kg, Xi :Ptioe of sugar in
rupee

Recluired:

a. lnteryret given predicted results

b. Suppose lx=l1, IY=13.5, n =11 obhin
values and inlerpret it

where profit is max imized

the Elasticity coeflicient with averale
(05 Marl$)



03.
i. Wh.rr do )or!meirn b1 Ilre terrn of .Linerr fi.ogrImning.l

ii. Cousider the following infomation for a firm

c. Intfirpret siack or surplus variable thal you obtained

d. Inter:pret shadow ptice that you obtained

04.
i. How wouid you define the iotemal rate ofrelurn ofa capilal project?

ii. A capital project has estimated ret receipts of $ g000 per. year and a lifero salvage value. what would tre it; Npv, if its ; c; is $54,4St
discornlt rate is 9 9/n?

A To), maJruJactrrer makes two games; Don_g gl al1d Zong g2.The profit margin on Bongis l0 and the profit margin on Zong is20.doig tof."" e ilJrr. ol ir"""..;,lg, + Irour" nf.l::.'"1'lj"e and 
-5. 

hour. of p;ct.irrg. long ra-\e. I huurs of oi;.J;*, o hours ulassenrottltg nnd 5 hollts ol pacl<ing. 54 hours are arcilable lor processirrgl 4g hours lorassembJing and 50louts for pficjdng.
Requirrld:
a. Oblain the objective and constraint fimctions
b. Findfhe.profit rna;iimizing output level ofgl nnd 92 by using sinplex

!nethod

(02 Marks)

(18 Marks)

(04 Marks)

of 15 y€ars, with
and the appiicable

(06 Marks)

iii. What is the iRR (Intemal late ofreturn)

ir. srrpn,r,c d firm has gircrr-size iapital
nrrrnbc" ol acceTt.rbl: cirpiral pruject\
determjned usLng the NpV approach.

05. Portland Cement Cornpany produces cemgrlt in three laoto.ries, and the cement has to be
hansported to three distribution ceders. The supply avail;bilid;s at the three factories, the
demaucl requirements at the thee dlslj.ihulion cenrirs, and lhe tranrpoituiron 

"o.ls 
p". unit(-l olr r 1re given ir rhe lollou ing rlblc

ofthe precading projects? (03 Markg

budget. Explail how the best conbjnalion ol ;l
with djfferent prices but the sane lives caD be

(07 Marks)

Factories
Dislribulion centers

D1 t)2 D3

Supply
(Tons)

F1 90 BO 100 1000
F2 20 40 50 1900
F3 40 90 60 1600

Demand (Tons) 700 2000 1800 4500

Required:
i. Detennine an initial basic t'easible solution using North-West Corner Rule for midmizingthe total traDspofiation cost.

ii. FiDd an optimal solution using rhe MODI method (20 Marks)


