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NOTE:  Q1 is compulsory, attempt any four questions from the remaining. All questions carry equal marks. Mobile phones and other electronic gadgets are not allowed in the examination hall.

Q1.     Multiple Choice Questions (18x1= 18 Marks)
i. Which of the following is NOT included in the decisions that every society must make?
A)  what goods will be produced


B)  who will produce goods
C)  what determines consumer preferences
D)  who will consume the goods
ii. Demand curves are derived while holding constant:
A)  Income, tastes, and the price of other goods.
B)  Tastes and the price of other goods.
C)  Income and tastes.           

D)  Income, tastes, and the price of the good.
iii. Business profit is equal to total revenue minus 
A)  economic costs            B)  explicit costs
C)  implicit costs               D)  managerial costs.

iv. If the demand for coffee decreases as income decreases, coffee is:

A)  An inferior good.
B)  A normal good.
C)  A complementary good.
D)  A substitute good.
       v. Implicit cost is equal to 
                  A)  business profit minus economic profit
B)  business profit plus economic profit

C) economic profit minus business profit

D)  economic profit minus explicit cost.

        vi. The demand curve is downward-sloping because at a higher price for a good (ceteris paribus)
                     A)  people buy fewer substitutes.                B) people buy more complements.
C) people search for substitutes.                 D)  substitutes become complements.
      vii. Total revenue falls as the price of good increases if price elasticity of demand is:

                  A)  elastic.                 B)  inelastic

C) unitary elastic                  D)  perfectly elastic.
         viii.   Which of the following functions is not a core function of an organization?

A)  The product/service development function
B)  The operations function
C)  The accounting and finance function

D)  The marketing (including sales) function.

ix.      MRP stands for
A)  Marginal Revenue Product                

B) Marginal Revenue process
C)  Both (a) and (b)                                  

D) None of these
x.     Costs that change between alternatives are called
A)  fixed costs             B)  opportunity costs.
C)  relevant costs.                    D)  sunk costs.
      xi.    In the long run, all factors of production are

A)  variable.                          B)  fixed.

C) materials.                         D) rented.
      xii.      An explicit cost is
A)  the cost of giving up an alternative    B)  the cost of a chosen alternative
C)  calculated by subtracting the monetary cost of an alternative by the time invested 

D)  none of the above
        xiii.   The break-even point is where
A)  Perfect                  B)  Imperfect Market
C)  Monopoly             D)  Oligopoly
       xiv.    Production function relates to

A)  Cost to input         B)  Cost to output

C)  Wages to profit     D)  Input to output
       xv.    Unitary Elasticity of Demand is
A)  Equal to one          B)  Greater than one
C)  Equal to zero         D)  Less than one

       xvi.   A single point on the Demand curve shows
A)  Demand & Supply relationship      B)  Price & Supply relationship
C)  Price & Demand relationship          D)  None of these

       xvii.   The level of activity at which total revenues equal total costs is the

A)  variable point.           B)  fixed point 

C)  semi-variable point         D)  break-even point
        xviii.   An profit maximizing, oligopolistic firms produces at an output level where:

A)  P = ATC..   B)  MR = MC..
C)  MR = ATC.
D)  AVC > MR.
E)   P = MR
Q.2   
Define Managerial Economics. Discuss its nature, scope and importance in detail.
Q.3   

What is Demand? Explain the types of demand with the help of examples
Q.4   

What do you know about the theory of firm? Explain various theory of firm and also draw diagram where 
necessary.

Q.5  

What is production function? Differentiate between marginal product and average product with the help 

of example.

Q.6   

What are the quantitative methods for demand forecasting? 
Q.7   

What is economic risk? Explain various types of risk associated with the expected profit of a project.
Q.8    
Write short note on any two of the following:

a. Incremental and Sunk cost

b. Breakeven Analysis 

c. Absolute Vs Relative Risks 

Sarhad University, Peshawar


(Distance Education) 








Examination:	Final, Fall - 2016


Total Marks:	70, Passing Marks (35)





Paper 		: Managerial Economics - ECO361


Time Allowed: 3 hours








Managerial Economics - ECO361-Fall - 2016                         
       
       Page 1 of 2

