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Assignment Set – 1


Q1. Explain the law of demand with the demand function and the factors affecting demand. 4+3+4	
Ans 1.	
Law of Demand with the Demand Function and the Factors Affecting Demand 
Law of Demand
The law of demand is one of the fundamental principles of managerial economics and consumer behaviour. It states that, other things remaining constant (ceteris paribus), the quantity demanded of a good varies inversely with its price. This means that when the price of a commodity rises, consumers tend to purchase a smaller quantity, and when the price falls, they are willing to purchase a larger quantity. The logic behind this law lies in the concepts of diminishing marginal utility and substitution effect. As price increases, the 
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Q2. Discuss how market equilibrium is affected by changes in supply and demand. 10
Ans 2.
Market Equilibrium
Market equilibrium refers to a situation where the quantity demanded of a commodity is exactly equal to the quantity supplied at a particular price. At this equilibrium price, also known as the market-clearing price, there is neither excess demand nor excess supply. Market equilibrium is determined by the interaction of demand and supply forces and plays a crucial 


Q3. Mention Baumol’s static and dynamic models of sales revenue maximization.	10
Ans 3.
Baumol’s Sales Revenue Maximization Theory
William J. Baumol proposed the sales revenue maximization model as an alternative to the traditional profit maximization theory. According to Baumol, modern managers of large corporations are more interested in maximizing sales revenue rather than profits. This preference arises because managerial salaries, prestige, job security, and market power are often more closely related to sales volume than to profit levels. However, Baumol also acknowledged that firms must earn a minimum acceptable level of profit to satisfy 

Assignment Set – 2

Q4. Explain various pricing methods used in managerial decision-making. 10
Ans 4.
Pricing Methods Used in Managerial Decision-Making
Pricing is one of the most critical decisions in managerial economics as it directly affects revenue, profitability, and market position. Managers use various pricing methods depending on market structure, cost conditions, competition, and organizational objectives. Effective pricing strategies help firms achieve goals such as profit maximization, sales growth, market penetration, or survival in competitive markets.
Cost-Oriented Pricing Methods
Cost-oriented pricing methods are based primarily on production and operating costs. One widely used approach is cost-plus pricing, where a fixed percentage of profit is added to total 


Q5. Elaborate on the concept of market and different types of market structures in the economy.	2+8	
Ans 5.
Concept of Market
In economics, a market refers to an arrangement or system where buyers and sellers interact to exchange goods and services at mutually agreed prices. A market does not necessarily mean a physical place; it includes all mechanisms through which demand and supply operate. The essential elements of a market are the existence of buyers and sellers, a commodity or service to be exchanged, and communication between buyers and sellers regarding price. Markets play a crucial role in resource allocation, price determination, and facilitating 


Q6. Explain the key macroeconomic measures and their importance. 10	
Ans 6.
Key Macroeconomic Measures and Their Importance 
Macroeconomic measures are indicators used to assess the overall performance and health of an economy. These measures help governments, businesses, and policymakers understand economic conditions, formulate policies, and plan future actions. They provide a comprehensive picture of growth, stability, and development at the national level.
Gross Domestic Product (GDP)
GDP measures the total value of all final goods and services produced within a country during a specific period. It is the most widely used indicator of economic growth. An increase 
