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CMS402: BUSINESS ECONOMICS

Work load: 3 hours lecture and 2 hours tutorial per week: total 4 credits

Learning Objectives:

° To provide students an insight to advanced concepts of businesseconomics.

o To help students understand various business economics tools for solving business
problems in the changing businessenvironment.

o To enable students to integrate micro and macro economic analysis into business
decision/ or decision makingpower.

o Business economics is the application of economic principles and methods to business
decision making.

° Business economists play an important role in the firms.

Course Outcomes:

1. Equip the students with knowledge of basic concept, theoretical frameworks & recent
developments in the field of business economics.

Unit -1: Business Economics and Decision Making: Nature Significance and Scope of
Business Economics, Positive and Normative Economics, Role of Business Economists
and Responsibilities, Decision Making under Risk and Uncertainty Situations, Risk and
Return Analysis, Business Adventures and Business Behaviour, GDP, Core Economic
Concepts— Incremental Principle, Opportunity Cost Principle, Discounting Principles Time
Value of Money, Equi-marginal Principle and Strategic Business Planning.

Unit -2: Demand Theory Analysis: Individual and Market Demand Functions: Law of
Demand, Determinants of Demand —Shift in Demand and Elasticity of Demand, Meaning
and Importance, Price Elasticity, Income Elasticity and Cross Elasticity, Change in
Demand, Application of Elasticity in Managerial Decisions, Cost Benefit Analysis, Market
Failures.

Unit -3: Production Theory Analysis:- Production Function with one, two and multi
variable Inputs; Stages of Production; Economics of Scale, Estimation of Production
Function, Production Possibility Curve, Cost Theory and Estimation; Economic Value
Analysis; Short and Long Run Cost Functions — Nature, Shape and Inter Relationship ,
Law of variable Proportions, Law of Return to Scale.

Unit -4: Price Theory Analysis: Price Determination under Different Market Conditions
and Pricing Practices, Pricing Power, Characteristics of Different Market Structures — Price
Determination and Firm™“s Equilibrium in Short run and Long run under perfect
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Competition, Monopolistic Competition, Oligopoly and Monopoly Pricing Practices —
Methods of Price Determination, Price Discrimination, International Price Discrimination,
Dumping, Transfer Pricing and ProfitManagement.

Unit -5: Business Cycles Analysis: Business Cycles Nature and Phases of a Business
Cycle, Game Theory, Information Super Highways, Small-world Model, Theories of
Business Cycle — Psychological, Profit, Monetary, Innovation, Cobweb, Samuelson and
Hicks Theories.
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