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B.B.A. DEGREE (SPECIAL MERCY CHANCE) EXAMINATION
JANUARY 2025

Second Semester
BUSINESS ECONOMICS
(Prior to 2009 Admissions)
Time : Three Hours Maximum Marks: 75
Part A

Answer all the questions.

Each question carries 3 marks.
1. Define Economic decisions in a business context.
2. What is autonomous demand ?
3. Define fixed and variable cost.
4. What is monopolistic market ?
5. State the meaning of capital expenditure.
(5x3=15)
Part B

Answer five questions.
Each question carries 6 marks.

6. Explain the components of economic system with example
7. What are the determinants of demand ?
8. Differentiate between durable and non-durable goods.
9. Explain cost-output relationship with illustration.
10. What are the features of price determination under perfect competition ?

11. Describe the importance of capital resource allocation.
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12. Explain the break-even point and how it is calculated.
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13. What are the various types of production costs ? Discuss with examples.

Part C

Answer any two questions.

Each question carries 15 marks.

One Problem is Compulsory.

(5 x6=30)

14. Discuss the elasticity of demand and its business implications with examples.

15. Explain the concept of capital budgeting. Discuss any two investment appraisal methods.

16. A small firm incurs the following costs for different levels of output:

Output Total Fixed Cost Total Variable Cost Selling Price/Unit
(Units) ) ) )
0 40,000 0 —
1000 40,000 30,000 100
2000 40,000 55,000 100
3000 40,000 75,000 100
4000 40,000 90,000 100
Tasks:

a) Calculate the Average Cost (AC) and Marginal Cost (MC) for each level.

b) Determine at which output the firm achieves the lowest AC.

c¢) Calculate total revenue, profit, and identify the most profitable output level.
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17. A company is evaluating two investment projects — Project X and Project Y. Both require an
initial investment of ¥ 1,50,000 and will generate returns over 5 years :

Year Project X (3) Project Y (3)
1 40,000 50,000
2 40,000 45,000
3 35,000 40,000
4 30,000 30,000
5 25,000 20,000

The discount rate is 10 % and PV factors are :
Year 1 = 0.909, Year 2 = 0.826, Year 3 = 0.751, Year 4 = 0.683, Year 5 = 0.621
Tasks :

a) Calculate NPV for both projects.

b) Recommend which project to choose.

¢) Justify your choice using capital budgeting logic.

(2 x 15 =30)
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