Code No: NR-310106

III-B.Tech. I-Semester Supplementary Examinations, May/June-2004

MANAGERIAL ECONOMICS AND PRINCIPLES OF ACCOUNTANCY

(Common to Civil Engineering, Mechanical Engineering, Production Engineering, Chemical Engineering, Mechatronics, Metallurgy and Material Technology and Computer Science and Information Technology)

Time: 3 Hours
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1.
What are the contributions and limitations of economic analysis to business decision making?

2.     
Define price – elasticity of demand. What are the various degrees of price elasticity? Illustrate graphically.

3.
What do you understand by production function?  How does a producer achieve least cost combination of factors?

4.
Sales are Rs.1,10,000 producing a profit of Rs.4000 in period-I Sales are Rs.1,50,000 producing a profit of Rs.12000 in period-II.  Determine BEP and fixed Expenses.

5.
What are the merits and limitations of Pay Back period? How does Discounting approach overcome the limitations of Pay back method?

6.
Explain the role of time factor in the determinations of price.  Also explain price output determination in case of perfect competition.

7. 
Compare and contrast the Partnership business and sole trading business.

8.
Elaborate the importance of Finance function for evaluating the economic status of a business unit.
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1.
Managerial economics is the study of the allocation of resources available to a firm or other unit of Management among the activities of that unit.  Explain.

2.
Define income – elasticity of demand and distinguish its various types.   How does income – elasticity differ from price elasticity of demand?

3.
Explain the following with reference to production function,

   
(a)  Substitutability of factors

   (b)  Variable proportions of factors.
4.
When MC changes, does AC change (a) at the same rate, (b) at a higher rate (or)    (c) at a lower rate?  Illustrate your answer through a diagram.

5. 
What is Accounting rate of return and Pay back period? Compare and contrast the two.

6.
Explain the following with the help of a table and diagram under perfect competition and monopoly.


 (a) Total Revenue (b) Marginal Revenue (c) Average Revenue.
7.
Explain the need for public enterprise in India. Do you think public enterprises as a whole have fulfilled that need?

8.
Who are the users of financial statements of a business unit and explain how differently they interpret the financial data?
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1.
Point out the importance of managerail Economics in decision making.

2.
Enumerate the factors involved in demand forecasting.State the purpose of                                forecasting, both short-term and long-term.

3.
“Knowledge of short-run cost is for pricing and output decisions while the long run costs provide useful information for planning the growth and investment policies of the firm”. Explain.

4.
If sales is 10,000 units and selling price is Rs.20 per unit, variable cost Rs.10 per unit and fixed cost is Rs.80,000 find out BEP in units and in sales revenue.  What is profit earned?  What should be the sales for earning a profit of Rs.60,000?

5.
A project involves initial outlay of Rs. 1,29,600. Its working life is expected to be 3 years. The cash inflows are likely to be as follows:

1st year: 64,000, 2nd year: Rs.56000, 3rd year : Rs. 24,000. Compute the Internal Rate of Return.

6.         How an individual firm behaves under perfect competition. Also explain the firm and industry equilibrium under perfect competition.

7.
Explain the features of sole trader form of organisation. Discuss the relative 
advantages and limitations of sole trader form of organization.

8.
What do you understand by 'Solvency' position of a manufacturing Organization?

How is it evaluated? Illustrate with assumed data.
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1.
Explain the nature of problems studied in Managerial Economics.  What is the importance of the study of such problems in business Management?

2.    Discuss the utility of demand forecasting.  What are the criteria of a good     forecasting method?

3.
Define a production function.  Explain and illustrate isoquants and isocost curves.

4.
Explain the relationship between marginal cost, average cost and total cost assuming a short run non-linear cost function.

5.
The following are the details pertaining to a company which is considering to acquire a fixed asset:

Project A:         Cost of the proposal : Rs. 42,000, Life 5 years, Average annual cash inflow Rs.14,000.

Project B:          Cost of the proposal   Rs. 45,000, Life 5 years

Annual cash inflows: 1st year 28000, 2nd year 12000, 3rd year 10,000 4th year 10,000 and 5th year Rs.10,000. Determine IRR, which projects do you recommend?

6.
Compare and contrast between perfect competition and monopoly.

7.
"Small is Beautiful". Do you think, this is the reason for the survival of the sole 
trader form of business organisation? Support your answer with suitable 
examples

8.
Write short notes on the following and give appropriate examples (a) Current ratios and Quick ratios (b) Debtor- Turnover ratio and Inventory turnover ratio.
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