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MASTER OF ARTS (ECONOMICS)
Term-End Examination
December, 2016 () 102 |

MEC-001 : MICROECONOMIC ANALYSIS

Time : 3 hours Maximum Marks : 100

Note : Attempt questions from each section as per instructions
given under each section.

SECTION - A
Answer any two questions from this section.
2x20=40
1. (a) How do firms in Bertrand Model under
homogenous product industry arrive at the
equilibrium price ? In what way is this
model different from Cournot’s Model ?
(b) Linear demand functions faced by two firms
are :

y1=a;=by py+cpy; ya=ay+cp; —byp,.
Show that quantities are always lower and
prices higher in Cournot competition
vis-a-vis Bertrand competition.

2.  What do you understand by a social welfare
function ? What properties of social optima
would you consider necessary if such a function
exists ? Discuss these properties.
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3.  Discuss the two principles of justice as mentioned
by Rawls. Do you think Rawls’ theory of justice
is relevant for the third world countries ? Using
the two principles of Rawls, justify your answer.

4. A monopolist operates under two plants,
A and B. The marginal costs of the two plants
are given by 360 —14x —2x2 and 310 — 15x — x2
with x representing units of output produced by
each plant. If the price of this product is given by
396 —4x2, calculate the overall marginal cost and
determine profit maximising output in each plant.

SECTION - B
Attempt any five questions from this section.
5x12=60

5.  Consider a 2 person, 2 commodity pure exchange
economy with :

- O A
U= 911 12/ ¥27 dp1 9y

di1tdn = @1 and Qpp+gp=q;

Derive the contract curve as an implicit function
of 917 and q1,. What conditions on the coefficients
a and B ensure the contract curve to be a straight
line ?

6.  Write short notes on (any three) :

(@)  Producer’s surplus
b

(b)
©)
(

d) Baumol’s alternative theory of firm

Hotelling’s Lemma
Second Welfare Theorem
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10.

11.

A perfectly discriminating monopolist faces a
linear demand fn : P=100—4q. Her total cost is
a linear function of her output and is given as
C=50+20qg. Determine the equilibrium level of
output and profit for the monopolist. Compare
these equilibrium values with those if the
monopolist was not in a position to practice
discrimination.

Suppose the consumer’s preferences are given by

1
the utility function u(xlf X3) = (xf + sz) )A

Find the ordinary demand function and indirect
utility function.

Differentiate between (any two) :

(a) Homogenous and homothetic production
functions

(b) Pooling and separating equilibria

(c) Basing point price and limit price.

The pay off matrix of strategies adopted in run
and hide game between a hunter and a prey is
given as :

Prey
Hunte
Run (60, 20) |(0, 0)

Run Hide

Hide  |(0,0) [(20, 60)

Find the mixed strategy Nash equilibrium of the
game.

Explain how Shephard’s Lemma can be used to
derive the production function from the cost
function.
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TR 3H-001 : gew (=fie) anfder faversor
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AT : TAF @S G [E¥gar Fo9 & R 7@ |

TE-F
39 @< O fRdl < vl & Sw fag | 2x20=40
1. (a) 9 FouH § wF SHEY UG U H GIer
YA oo TRe YR Tge € 2 A8 WiowH Al
% wiew 3 fopa ypR e €2
() < wHE % FEe A aw AT ¢
y1=a;—by p;+cpy; yp=ay+cp; —bypy
Ty foh et % Tt wieww H sds vl yfawe
%! gor § Ul e 9 IR wiHd wel SAfuew
@t g
2. U TS W e § sk g ifuwra §7 afg
QT HEAA B A 3T WIS il i o fersrormady
F1 AETIF AN ? 3 TRl @) s
3. oq g1 9T T =E % &) fagidl & == s
31Ty e & =1 Tagial 1 gara fava & el & fag
WY HEG €7 SwdE @ faidl # wEe Hd ge
379 ST ! Sfad Sed |
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4. U UsHHEH < IA-=al g, A AXB1 3H
HHid ST Held HAY: 39 YhR © ¢
360 — 14x — 2x2 3R 310 — 15x — x2 I ‘v’ I UAH
o7 U IcIfed gehigdl st G gUIis 13 & | Afg 9%
H wHT 396 —4x2 g Tafdse & @1 ®d *1 ghal
HHid ST &gk o1 fA4R0T o yoish Gds1 g 31fshan
AV-ITET T 3TeharT i |

ECCRRC |
39 W U Whig Urd 79 B i 5x12=60

5. @ Afa Q1 axq fags fatma seismewen w faum
gl ?JET%
Ug= dyp Gy Uy = q[;] 92
411+ = 4 AR Gpa+ = 9,
qy; FR gy, & Ffed e & w9 H seie wed &0
fyior | 39 W & s @&y & e o o
3T B TR AT I I TR AR ?

6. fordl o W oty femfirar fod
(a) SAEH 1 il
(b)  @rfelT o1 yHaHH
(c) fgdra am wed
(d) dRHA F wH FH dwfcaw fagia

7. Wk qUid: favew wwifusit & un« as 9 9w
P=100-4q 8| 3T&! FHel ARG A IcuTeH +I dah
e C=50+20q &1 THIHHRT <l IR Ta oy
HITH TR 3Aehfeid i | Teh! ToAT 3 HIHAT § & 0
fases st G 7@l g W sAiwfad 8 |
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8. Uil & SEEd 39 Uil wed g1 ffde € .
u(xl, x2) = (xf + xg)%

Uk AW AT Hed (ordinary demand function)
N STyre ST e o Sfisheid o |

9. fFd A el
(a) HHENM T8 GHIEE IR Wl
(b) HFTw TS favre Hger
(c) snufier fog #ma 3k Wy wia

10. TR 3R IR & i 9e1 © 9l oIk g9’ |

o 19E T8 FfeRrl i UfTaH T 39 TR © :
EEDL
il
ettt o

RN (60, 20) |(0, 0)
N (0,0) (20, 60)

30 @ w1 fafsd g 39 (Nash) Sqed 9@ L

11. TUHET % {99 TR T ad %ed 9 ®H & IdE
el =l e | RS F YHIHT T T & Hehall
gl '
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