
PART ONE
INTRODUCTION

Chapter 1
Nature, Scope and Methods of Managerial Economics

Meaning and Definition; Economic Theory and Managerial Theory; Nature of Managerial Economics;
Scope of Managerial Economics; Subject-matter of Managerial Economics; Relation to Other  Branches
of Knowledge; Techniques or Methods of Managerial Economics; Role of A Managerial Economist in
Business Decision Making; Role and Responsibilities of A Managerial Economist; Responsibilities of
Managerial Economist Questions; Exercises

PART  TWO
BASIC  CONCEPTS

Chapter 2
Fudamental Economic Concepts

Introduction; The Incremental Concept; The Concept of Time Perspective; The Opportunity Cost Concept;
Equi-Marginal Concept; Discounting Concept; Risk And Uncertainty; Exercises

Chapter 3
Risk, Uncertainty and Probability Analysis

Uncertainty; Risk; Non-Insurable Risk; Probability Analysis; Basic Concepts; Exercises

PART  THREE
MICROECONOMIC  ANALYSIS  AND  MANAGERIAL  ECONOMICS

Chapter 4
Demand Analysis

Meaning of Demand; Types of Demand; An Individual’s Demand Schedule and Curve; The Market
Demand Schedule and Curve; Changes In Demand; The Law of Demand; Income Demand; Cross
Demand; Demand Determinants; Exercises

Chapter 5
The Elasticity of Demand

Introduction; Price Elasticity of Demand; Cross Elasticity of Demand; Income Elasticity of Demand;
Advertising or Promotional Elasticity of Demand; Importance of Elasticity of Demand in Management;
Exercises

Chapter 6
The Cardinal Utility Approach

Introduction; The Law of Diminishing Marginal Utility; The Proportionality Rule or Consumer’s
Equilibrium under Utility Analysis; Defects of Utility Analysis; Exercises
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Chapter 7
The Indifference Curve Approach

Introduction; Meaning of Indifference Curve; Law of Diminishing Marginal Rate of Substitution (DMRS);
Properties of Indifference Curves; Price-Income Line or Budget Line; Consumer’s Equilibrium; Income
Effect; The Substitution Effect; The Price Effect; Separation of Substitution and Income Effects from the
Price Effect; To Derive  Demand Curve from Price- Consumption Curve; Application of Indifference
Curve Analysis; Superiority of Indifference Curve Technique over Utility Analysis; Criticisms of
Indifference Curve Analysis; Exercises

Chapter 8
The Concept of Consumer’s Surplus

Statement of The Concept; Consumer’s Surplus in terms of Indifference Curve Analysis : Hicks’
Formulation; Criticisms of Consumer’s Surplus; Practical Usefulness of the Concept; Exercises

Chapter 9
The Revealed Preference Theory of Demand

Introduction; Choice Reveals Preference; The Law of Demand; Derivation of  The Demand Curve from
Revealed Preference; Derivation of Indifference Curve from Revealed Preference; Superiority of Revealed
Preference Theory; Defects of The Revealed Preference Theory

Chapter 10
Theory Of Consumer Choice Under Risk

The Problem; The Bernoulli Hypothesis; The Neumann-Morgenstern Method of Measuring Utility; The
Friedman-Savage Hypothesis; The Markowitz Hypothesis; Critical Appraisal of Modern Utility Analysis;
Exercises

Chapter 11
Demand Forecasting

Meaning; Types; Forecasting Techniques or Methods; Case Study; Questions; Exercises

Chapter 12
Production Function : Laws of Variable Proportions and
Returns to Scale

Introduction; The Production Function; The Law of Variable Proportions; The Law of Returns to
Scale; Economies of Scale : Internal and External Economies; Diseconomies of Scale; Exercises

Chapter 13
Production Function: The Isoquant Analysis

Isoquants; Isoquants Vs. Indifference Curves; The Principle of Marginal Rate of Technical Substitution;
The Ridge Lines; Isocost Curves and Expansion Path; The Law of Variable Proportions: Production
Function with one Variable Input; The Laws of Returns to Scale: Production Function with two
Variable Inputs; Relation Between Returns to Scale and Returns to a Factor;  Producer’s Equilibrium or
Choice of Optimal Factor Combination or Least Cost Combination of Factors; Choice of Optimal
Expansion Path; Elasticity of Output; Estimation of Production Function; Managerial uses of Production
Function; Exercises

Chapter 14
Cost Theory

Introduction; Cost Concepts; The Cost Function; Cost-Output Relation; The Modern Theory of Costs;
Economies of Scale and the LAC Curve; Elasticity of Cost; Elasticity of Productivity; Exercises

Chapter 15
Cost Control, Reduction and Estimation

Introduction; Cost Control; Main Areas of Cost Control; Tools of Cost Control; Variance Analysis; Ratio
Analysis; Factors Hampering Cost Control in India; Cost  Reduction; Economic Value Analysis; Cost
Estimation; Case Study; Exercises



Chapter 16
Market Structures

Introduction; Meaning of Market; Characteristics of Market; Market Structure; Forms of Market Structure;
Exercises

Chapter 17
Marketing

Introduction; Meaning of Marketing; Role of Marketing; Current Concepts in Marketing; Growth of
Marketing; Marketing Skills; Marketing Success; Market Failure; Exercises

Chapter 18
The Concept of Revenue

Total, Average and Marginal Revenue;  Relation between AR and MR Curves under Different Market
Conditions; Importance of Revenue Curves; Exercises

Chapter 19
Supply—Its Law, Elasticity and Curves

Introduction; Supply; The Law of Supply; The Elasticity of Supply; The Short-run Supply Curve of The
Firm and Industry; The Long-run Supply Curve of The Firm and Industry; Supply Curve under
Monopoly; Exercises

Chapter 20
Equilibrium of the Firm and Industry under Perfect Competition

Meaning of Firm and Industry; Equilibrium of the Firm; Equilibrium of the Industry under Perfect
Competition; Exercises

Chapter 21
Pricing Under Perfect Competition

Price Determination in Perfectly Competitive Market; Importance of Time Element in Price Theory;
Comparison between Market Price And Normal Price; Exercises

Chapter 22
Applications of Demand and Supply Analysis Under Perfect Competition

Introduction; Application on Farm Products; Price Control; Black Market; Consumer’s Surplus and
Producer’s Surplus; Minimum Wage Legislation; Subsidy; Taxation; Exercises

Chapter 23
Monopoly Pricing

Meaning; Sources and Types Of Monopoly; Pure Monopoly; Monopoly Price Determination; Degree
of Monopoly Power–Its Measure; Control and Regulation of Monopoly; Comparison between
Monopoly and Perfect Competition; Exercises

Chapter 24
Price Discrimination

Meaning; Types of Price Discrimination; Conditions for Price Discrimination; Price Discrimination :
The General Case; Degrees of Price Discrimination; Price Discrimination—Harmful or Beneficial to
Society; International Price Discrimination : Dumping; Types of Dumping; Objectives of Dumping;
Price Determination under Dumping; Effects of Dumping; Anti-Dumping Measures; Exercises

Chapter 25
Pricing under Monopolistic Competition

Introduction; Meaning; Price Determination of a firm under Monopolistic competition; Chamberlin’s
Group Equilibrium; Theory of Excess Capacity; Selling Costs; Non-Price Competition under
Monopolistic Competition; Differences between Perfect Competition and Monopolistic Competition;
Difference between Monopoly and Monopolistic Competition; Exercises



Chapter 26
Pricing under Oligopoly

Meaning; Price Determination under Oligopoly; Non-Price Competition in Oligopoly; Exercises

Chapter 27
Concepts in Resource Allocation

Meaning; Empirical Techniques of Resource Allocation to be Used by a Firm; Perfect Competition and
Resource Allocation; Monopoly and Resource Allocation; Monopolistic Competition and Resource
Allocation; Oligopoly and Resource Allocation; Exercises

Chapter 28
Game Theory

Introduction;  Two-Person Constant-Sum or Zero-Sum Game;  Non-Constant-Sum Games;  Non-
Cooperative Non-Constant Sum Games;  Limitations of Game Theory;  Importance of Game Theory;
Exercises

Chapter 29
General Equilibrium

Introduction;  Meaning;  Working of the General Equilibrium System;  Uses of General Equilibrium
Analysis;  Exercises

Chapter 30
Linear Programming

Meaning;  Conditions and Generalizations;  Application to The Firm;  Limitations of Linear Programming;
Application of Linear Programming;  Application in India;  Graphic Solutions;  Marginalism and LP as
Techniques of Optimisation; Marginalism and LP; Exercises

Chapter 31
Input-Output Analysis

Introduction;  Main Features;  The Static Input-Output Model;  The Dynamic Input-Output Model;
Limitation of Input-Output Analysis;  Importance;  Exercises

Chapter 32
Statistical Decision Theory

Introduction;  Decision Types;  Logical Decision Framework;  Choice of a Decision Criteria;  Exercises

Chapter 33
Objectives of Business Firm

Introduction;  Profit Maximisation Theory;  The Marginalist Controversy;  Managerial Theories;
Williamson’s Utility Maximisation Theory;  Growth Maximisation Theory of Marris;  Baumol’s Sales
or Revenue Maximisation Theory;  Behavioural Theories;  Exercises

Chapter 34
Economics of Risk, Gambling and Insurance

Introduction;  Individual consumer’s Behaviour Towards Risk;  Gambling;  Insurance; Choice between
Insurance and Gambling; Asset Portfolio Selection; Exercises

Chapter 35
Pricing Policies And Strategies

Introduction; Pricing Policy; Pricing Strategies; Case Study; Exercises

Chapter 36
Pricing of Public Undertakings

Introduction; Pricing of Public Utility Services;  Marginal Cost Pricing Rule;  No-Profit No-Loss
Policy;  Profit-Price Policy;  Exercises



Chapter 37
Product Policy

Introduction; Product Planning and Development; Product Line; Product Mix; Product Branding; Product
Positioning; Product Packaging; Exercises

Chapter 38
Marketing Strategy

Strategy; Types of Marketing Strategies; Exercises

Chapter 39
Advertising

Introduction; Advertising Cost; Determining Advertisement Budget; Advertisement Effectiveness; Study;
Exercises

Chapter 40
Profit and Profit Management

The Concept of Profit; Profit Policies; The Measurement of Profit; Profit Planning and Control; Exercises

Chapter 41
Break-Even Analysis

Break-Even Point; Determination of Break-even Point; Managerial Uses of Break-Even Analysis; Case
Study; Exercises

Chapter 42
Capital Budgeting

Benefit-Cost Ratio Method; Investment Decision Under Risk; Managerial Techniques for Investment
Decision-making; Decision Theory; Case Studies; Exercises; Appendix - 1 : Cost-Benefit Analysis

Chapter 43
Inventory Control Management

Nature of Inventories; Market Structure and Inventories; Methods of Evaluating Inventories; Objectives
of Inventory Management; Cases Study; Exercises

PART  FOUR
MACROECONOMIC  ANALYSIS  AND  POLICY

Chapter 44
Macroeconomic : Aggregates and Concepts

Introduction; Macroeconomics; Price Indices : WPI and CPI; Exercises

Chapter  45
National Income : Meaning and Measurement

Introduction; Definitions of National Income; Concepts of National Income; Methods of Measuring
National income; Difficulties or Limitations in Measuring National Income; Importance of National
Inocme Analysis; Inter-relationships among Different Concepts of NI; Some Solved Problems; Exercises

Chapter 46
The Saving Function

Meaning of Saving Function; Determinants of Savings; The Paradox of Thrift; Exercises



Chapter 47
The Consumption Function

Introduction; Meaning of Consumption Function; Properties or Technical Attributes of the Consumption
Function; Keynes’s Psychological Law of Consumption; Implications of Keynes’s Law (or Importance
of the Consumption Function); Determinants of the Consumption Function; Measures to Raise the
Propensity to Consume; Exercises

Chapter  48
The Investment Function

Meaning Of Capital and Investment; Types of Investment; Determinants of The Level of Investment;
The Marginal Efficiency of Investment (MEI); Distinction between MEC and MEI; Factors other
than The Interest Rate affecting Inducement to Invest; Exercises

Chapter 49
The Theory of National Income Determination

Introduction; Two-Sector Model; Four Sector Model : Income Determination in an Open Economy;
Exercises

Chapter 50
The Supply of Money

Definition of Money Supply; Determinants of Money Supply; High-Powered Money and the Money
Multiplier; Measures of Money Supply in India; Money Supply and Liquidity; Derivation  of
Money  Multipliers; Exercises

Chapter 51
Inflation

Introduction; Meaning of Inflation; Demand-pull Inflation; Cost-push Inflation; The Inflationary Gap;
The Phillips Curve : The Relation between Unemployment and Inflation; Causes of Inflation; Measures
to Control Inflation; Effects of Inflation; Exercises

Chapter 52
Monetary Policy

Meaning of Monetary Policy; Objectives or Goals of Monetary Policy; Instruments of Monetary Policy; Expansionary

Monetary Policy; Restrictive Monetary Policy; Exercises

Chapter 53
Fiscal  Policy

Meaning; Objectives of Fiscal Policy; Fiscal Policy for Economic Growth; Budgetary Policy—
Contracyclical Fiscal Policy; Exercises

Chapter 54
Effectiveness of Monetary and Fiscal Policy

Introduction; Monetary Policy; Fiscal Policy; The Synthesist View : Three Range Analysis; Monetary
Policy; Fiscal Policy; Monetary-Fiscal Mix; Exercises

Chapter 55
Business Cycles

Meaning; Characteristics of Business Cycles; Phases of a Business Cycle; Effects of Business Cycles;
Theories of Business Cycles; Measures to Control Business Cycles or Stabilisation Policies; Exercises

Chapter 56
Balance of Payments : Meaning and Components

Meaning; Structure of Balance of Payments Accounts; Is Balance of Payments always in Equilibrium ?;
Measuring  Deficit  or  Surplus  in  Balance  of  Payments; Balance of Trade and Balance of Payments;
Disequilibrium in Balance of Payments; Measures to correct Deficit in Balance of Payments; Exercises
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