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A review of Scope and nature of Managerial Economics 

Darshna 

Abstract 

Economics impacts our day-to-day lives. Economics also influences the decisions taken by 

managers of business firms. Any business is part of an economy. As we know, economic 

conditions heavily impact business activities and vice versa. The per capita income of the 

citizens will define the purchasing power on the basis of which, the business enterprises will 

decide what products to manufacture and sell. A new enterprise has to forecast the demand for 

the product, which it wants to sell. The day to day product market has to decide a viable price 

depending upon the interaction between the demand and the supply. Thus, management 

practitioners and academicians brought economics to their perspective and developed 

‘Managerial Economics’. 
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Introduction: 

Managerial economics is a discipline which deals with the application of economic theory to 

business management. It deals with the use of economic concepts and principles of business 

decision making. Formerly it was known as “Business Economics” but the term has now been 

discarded in favour of Managerial Economics. 

Managerial Economics may be defined as the study of economic theories, logic and methodology 

which are generally applied to seek solution to the practical problems of business. Managerial 

Economics is thus constituted of that part of economic knowledge or economic theories which is 

used as a tool of analysing business problems for rational business decisions. Managerial 

Economics is often called as Business Economics or Economic for Firms. 

 

Definition of Managerial Economics: 

“Managerial Economics is economics applied in decision making. It is a special branch of 

economics bridging the gap between abstract theory and managerial practice.” – Haynes, 

Mote and Paul. 


