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i Lesson. One

TEXT.
What Is Managerial Economics;

Although one finds the term manajerial cconomics
defined' in a variety of ways, the differences are
typically more semantic than real, Tp same, . .mmana-
gerial economics is applied microagenomics, Glilers
define the field in terms of? management :sciesce
an\fi operations research concepts, There areadsésthose
who see managerial economics,as primarily preyiding’
an integrative framework for analyzing business
decision problems. In actuality, all of those views

.. B ISINESS ADMINFSTRATIIN
Decigson Problems .
1 L ot
T IONAL ECONOMICS Dat:tssmi SCBNORR- . 1
"* @R& and Merhcdolody "i'oo%c and Tcekn:gﬁcl of Aa:lgon

A B P }

i

: : 'MANAGERIAL ECONOMICS i
Application of Ecp@;\w Thuory and, ‘t
s 4

Alc:bodoloyy to Salmug usiness Problems

L =3

OPTIHAL SOLUNONS
TO BUSINESS PROBLEMS

Figure 1 The Role of Managerial Economics

. 1n Bisiness Decision Making



are correct, for each tells a part of the truth,
Managerial economics is the application of economic
theory and melhgdejogy . .1e; business administra-
tion practice, More specifically, managerial econo-
mics uses the tools and techniques of economic ana-
lysis to analyze ap?n %9}9’5,???‘#?% JProblems, In
a sense, mara*enal economics provides the lmk
_between traditional ec¢onomics and the d’eciulifem
'sciences in managerial decision making, as* is qu-
sirated in Figure 1. L
‘While we relate managerial economics to busineds
-sdminis$ration decision problems in Figure 1) %nd
whiled our focus 14 primarily oi Businesd ¥ppHéitisis
throughout 'the text, it is impoitany 6 "+éddgitbe
shatithd coricepbs of managerial economics dre e&ulﬁ'y
applicable to other types of organizations That is)”
principles of managerial economigs are also relevant
to the management of nonbusiness, nonprofit organiza-
tions—such as government agencies,schools, hospitals,
museums, and similar institutions, We shall émphhsize
" this point repeatedly through the use of examples
from the not- for-profil seclor a} Appmprute points
in the chgpteu ﬁsa‘t foliow,
Relationship of Mnnauenq Economics to Traditional
Economics
A clearer understanding of the generality of the
concepts of managerial economics, as well as the
complexities involved, éan_ be gained by examining
the relationship of managerial economices {o tradi-

2



tiona! economics and the decision sciences. Under:
standmg }he relatmnshlp between  managerigl eco.
n {inﬂxﬁesf?pflt’trad;hor}al ez)1amjes. " facilitated by
a consxderatlon of the structure gf_tgaduthnpl eco:
nomlcg, Although this structure may be presented
m several different ways, one common brea,kdqwn
is ngen in Table 1. ,

The various aspects of tradltxonal economxcgiggg-
sented in Table 1 overlap to some exiept, Not.enly
are micro and macro theory interrelated bu there
micro and macro ..aspecks to¢, each: ares

, m:m%nm

S AR
ii

lelc | ChSnFlcattons of Tradst:oanl Eccnqum; ﬁtugm

T“"’: : microeepnomics. focuses om individuall sonswmens end ﬂivu
 Macroeconamics freuces on agqnnhogg of scenamin pajte,
u}ecmlty uatmual cconomuo

S}uiﬂ'c Areas, Agn’ulluut Econamica

T Comparative ‘Econoniice
Econometrics

Economie Development . o

Foreign Trade ' o S

RS S Iudystria’ Orgonization. .. .. = pochad o

‘ Labor Ecomamics ) - e

"Maney end Banking T e

. Public Pingmee

8tabilizatinn Pnliey - e e

UrBan and Reégiomal E‘lonomus R

Welfere EBeanamics . A L LT ey
Emprasis, Normative foceses on ‘PreacriMive otatiments, thet {s,

ssiablishes rulas io Aelp dttain specificd Ypals,

Poaitive foecuces on descripiion, that is, luonh:

the monwer in whieh toonomic zystéms ap&u‘u witheut
attempling Lo sieis hew tipy should eperats.




