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B. A. (HONOURS) ECONOMICS
(BAECH)

Term-End Examination

December, 2022

BECC-105 : INTERMEDIATE MICRO
ECONOMICS-I

Time : 3 Hours Maximum Marks : 100

Note : Attempt questions from each Section as per

instructions given.

Section—A

Note : Answer any two questions from this Section.

Each question carries 20 marks. 2x20 =40

1. (a) How can you decompose the price effect
into substitution effect and income effect
for good X, wherein good X is a normal

good ? Give illustration. 10

P.T.O.



[2] BECC-105

(b) Given the utility function of a consumer :

(a)

(b)

(a)

U X, Y)=XY

where X and Y represent the two goods of

consumption, priced at P, and P,

respectively. Assuming income of this

consumer to be * 120, P.=" 3 and P, = "1,

compute the equilibrium quantities of

consumption of both the goods. 10

What 1s the distinction between
homogeneous function and homothetic
production function ? State the properties

of homogeneous production functions. 8

A firm operates with the production
function X = 20 K9519-25R0-4  The input
prices per unit are = 20 for K, * 10 for L and
5 for R. What will be the cheapest way of

producing 1200 units of output ? 12

State the difference between explicit cost

and implicit cost. Explain the graphical
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approach for minimisation of cost of output

production. 12

(b) How do changes in interest rates affect the

consumer’s choice ? Explain. 8

4. (a) Find out the profit maximizing output of a
firm under perfect competition. Which
approaches are used to determine the

profit maximisation output level ? 12

(b) A firm producing two goods x and y, has

the following profit function :
T = 64x — 2x2 + 4xy — 4y% + 32y — 14
find out profit maximising output level for

both the goods and test that profits are

maximised. 8
Section—B

Note : Answer any four questions from this

Section. Each question carries 12 marks.

4x12 =48

5. What do you wunderstand by “consumer’s

surplus” ? Discuss the indifference analysis

P.T.O.
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approach to measure the change in consumer’s

surplus. 4+8

In the context of decision-making under
uncertainty, explain the  Von-Neuman
Morgenstern utility function. 12

What is a production function ? Given the
production function :

Q = 6K2I2 - 0.10K3L3

where Q 1s total output produced and K and L
are the two factors of production with factor K
fixed at 10 units. Determine the total product
function for factor L (TF;)). 4+8

Discuss the features and applications of CES
production function. Given the production
function :

Q = 10-75K025
Find out the elasticity of substitution. 8+4

Explain with diagramme the relationship
between average cost function and marginal
cost function. 12

Find out the profit maximising output for a
firm, where the total cost function is given as :

12

Te = 4 +97q — 8.5¢> +%q3
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and total revenue function is :

TR = 58q — 0.5¢2

11. Discuss the two fundamental theorems of

Welfare Economics. 12
Section—C

Note : Answer both questions from this Section.

Each question carries 6 marks.

12. Explain any two of the following : 3x2=6
(1) Indirect utility function
(1) Risk aversion
(111) Marginal rate of technical substitution
(1v) Expansion path
13. Distinguish between any two of the following :
3%2=6

(1) General equilibrium and Partial

equilibrium

(1) External economies and External

diseconomies

(111) Normal profit and Supernormal profit

P.T.O.
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(iv) Capital deepening and Labour deepening

technical progress
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