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 MEC-001  

MASTER OF ARTS (ECONOMICS) 

Term-End Examination 

February, 2021 

 

MEC-001 : MICROECONOMIC ANALYSIS 

Time : 3 hours Maximum Marks : 100 

Note :  Attempt questions from each section as per 

instructions given.  

SECTION A 

Answer any two questions from this section. 220=40 

1. There are 2 firms in an economy : Firms A and B. 

Assume Firm A is a leader. The market  

demand for their product is given by P = 30 – Q, 

where Q = QA + QB and the Marginal Cost  

MC = 12. Find the Stackelberg solution of the 

model. How is this solution different from the 

Cournot model ?   

2. (a) Why would you agree that the two 

fundamental welfare theorems are 

important in welfare economics ?  

(b) What is a social welfare function ? Why is 

Bergson-Samuelson social welfare function 

considered as an important contribution ? 

Explain.   
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3. (a) Decompose the price effect into substitution 

effect and income effect using both 

Hicksian and Slutsky approach. 

(b) Discuss the difference between 

Compensated demand function and 

Ordinary demand  function, both, for the 

normal goods and inferior goods. 

4. (a) Discuss reasons why asymmetric 

information can be a source of market 

failure.  

(b) There are two types of televisions available  

— high quality and low quality, with the 

sellers who know the quality. However, 

buyers cannot distinguish the quality. 

Assume that the seller of a low quality TV 

will sell for < 50,000 and that of a high 

quality TV will sell for < 1,20,000. Buyers 

are willing to pay < 70,000 and < 1,50,000 

for low and high quality TV respectively. 

Assuming the probability of obtaining a 

high or low quality TV to be same, how 

much is the TV worth ? Use your answer 

above to explain why market failure has 

occurred.  
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SECTION B 

Answer any five questions from this section. 512=60 

5. Determine the equilibrium output (Q), price (P) 

and profit () of a multi-plant monopoly firm  

with total cost function TC (fi) = 200 + ∑(fi)
2 and 

market demand faced is P = 140 – Q, where  

Q = market demand.  

6. Consider a consumer with 2-period horizon. His 

utility function is U = x1x2 and actual income is 

y1 = 10,000 and expected income y2 = 5,250. If 

the rate of interest is known to be 5% per annum, 

find his optimum consumption expenditure.  

7. Write short notes on :  

(a) Merit Goods  

(b) Hotelling’s Lemma  

(c) Consumer Surplus  

8. There are N people living in a village engaged in 

fishing (F) and transport services (T). The  

utility function of each of these people is given to 

be Ui = (fi)
2 . T. If the production possibility 

frontier is depicted by F2 + 3T2 = 1800, find the 

Pareto-optimal provision of T.  



MEC-001 4 

9. Consider the following game :  

  

(a) Can backward induction be applied in this 

game to find a solution ? 

(b) How many subgames are there in this 

game ? 

10. What is the Theory of the Second Best ? Prove 

the theorem with the help of a diagram.  

11. Suppose a firm’s cost function is differentiable. 

Let xi (w, y) be the conditional input demand for 

input i, where 

 w = vector of input prices 

 y = output. 

Prove 

(i) 0
:w

)y,w(:x





 

(ii) xi (tw, y) = xi (w, y), for any constant t > 0. 
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E_.B©.gr.-001 : ì`{îQ> (gyú_) AW©emñÌr` {díbofU 

g_` : 3 KÊQ>o  A{YH$V_ A§H$ : 100 

ZmoQ> :  {XE JE {ZX}emZwgma àË`oH$ IÊS> go àíZm| Ho$ CÎma Xr{OE &  

 
IÊS> H$ 

Bg IÊS> go {H$Ýht Xmo àíZm| Ho$ CÎma Xr{OE &  220=40  

1. {H$gr AW©ì`dñWm _| Xmo \$_] h¢ : \$_© A Am¡a B & _mZ 

br{OE \$_© A AJ«Ur h¡ & CZHo$ CËnmX H$s ~mµOma _m±J h¡  

P = 30 – Q, Ohm± Q = QA + QB Am¡a gr_m§V bmJV  

MC = 12 h¡ & Bg à{V_mZ H$m ñQ>¡H$b~J© g_mYmZ kmV 

H$s{OE & `h g_mYmZ Hy$Um} à{V_mZ go {H$g àH$ma {^Þ h¡ ?  

2. (H$) Amn Bg ~mV go Š`m| gh_V hm|Jo {H$ Xmo _yb^yV 

H$ë`mU à_o` H$ë`mU AW©emñÌ _| _hÎdnyU© h¢ & 

(I) gm_m{OH$ H$ë`mU \$bZ Š`m h¡ ? ~J©gZ-g¡å`wbgZ 

gm_m{OH$ H$ë`mU \$bZ H$mo EH$ _hÎdnyU© `moJXmZ 

Š`m| _mZm OmVm h¡ ? ì`m»`m H$s{OE & 
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3. (H$) {hŠg Am¡a ñbQ²>ñH$s, XmoZm| H$s {d{Y`m| (CnmJ_m|) 

H$m à`moJ H$aVo hþE H$s_V à^md H$mo à{VñWmnZ 

à^md Ed§ Am` à^md _| {d^m{OV H$s{OE &  

(I) à{Vny[aV _m±J \$bZ Ed§ gm_mÝ` _m±J \$bZ _| AÝVa 

H$s, gm_mÝ` dñVwAm| Ed§ {ZH¥$ï> dñVwAm| XmoZm| Ho$ 

g§X^© _| MMm© H$s{OE &  

4. (H$) MMm© H$s{OE {H$ {H$g àH$ma Ag_{_V gyMZm 

~mµOma H$s {d\$bVm H$m H$maU ~Z gH$Vr h¡ &  

(I) Xmo àH$ma Ho$ Q>obr{dµOZ g¡Q> — Cƒ JwUdÎmm dmbo Ed§ 

{ZåZ JwUdÎmm dmbo {dH«o$VmAm| Ho$ nmg CnbãY h¢ 

Am¡a CÝh| JwUdÎmm H$m kmZ h¡ & H«o$Vm BZ_| ^oX Zht 

H$a gH$Vm & _mZ br{OE {H$ {dH«o$Vm EH$ {ZåZ 

JwUdÎmm dmbm Q>obr{dµOZ g¡Q> < 50,000 _| VWm Cƒ 

JwUdÎmm dmbm < 1,20,000 _| ~oMVm h¡ & H«o$Vm BZHo$ 

{bE H«$_e… < 70,000 VWm < 1,50,000 XoZo H$mo 

V¡`ma h¢ & _mZ br{OE {H$ Cgo Cƒ `m {ZåZ JwUdÎmm 

dmbo Q>obr{dµOZ g¡Q> {_bZo H$s àm{`H$Vm (g§^mì`Vm) 

g_mZ h¡, Vmo {\$a Cgo {_bo {H$gr Q>obr{dµOZ g¡Q> H$m 

_yë`_mZ Š`m hmoJm ? AnZo CÎma Ho$ AmYma na 

g_PmBE {H$ ~mµOma {H$g àH$ma {d\$b ahm h¡ &   
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IÊS> I 

Bg IÊS> go {H$Ýht nm±M àíZm| Ho$ CÎma Xr{OE &   512=60 

5. EH$ ~hþ-g§ §̀Ì EH$m{YH$mar \$_© H$m Hw$b bmJV \$bZ 

TC (fi)  =  200  +  ∑(fi)
2 Am¡a ~mµOma _m±J dH«$  

P = 140 – Q h¡, Ohm± Q Ûmam ~mµOma _m±J Xem©B© JB© h¡ & 

\$_© H$m g§VwbZ CËnmXZ (Q), H$s_V (P) Am¡a bm^ () 

AmH${bV H$s{OE &  

6. EH$ {Û-Ad{Y g§X ©̂ _| Cn^moº$m na {dMma H$s{OE & CgH$m 

Cn`mo{JVm \$bZ U = x1x2 h¡ Am¡a dmñV{dH$ Am`  

y1 = 10,000 VWm àË`m{eV Am` y2 = 5,250 h¡ & `{X 

ã`mO H$s Xa 5% dm{f©H$ hmo, Vmo CgH$m Bï>V_> (A^rï>) 

Cn^moJ ì`` kmV H$s{OE &  

7. {ZåZ na g§{jßV {Q>ßn{U`m± {b{IE : 

(H$) {deof JwU nXmW©  

(I) hmoQ>oqbJ H$m à_o`-g_ (boå_m)  

(J) Cn^moº$m H$m A{VaoH$  

8. {H$gr Jm±d _| N {Zdmgr h¢ Omo _mpËñ`H$s (F) VWm  

n[adhZ godmAm| (T) _| H$m`© H$aVo h¢ & BZ bmoJm| _| go 

àË`oH$ H$m Cn`mo{JVm \$bZ Ui = (fi)
2 . T Ûmam {Z{X©ï> h¡ & 

`{X CËnmXZ g§^mdZm \«§${Q>`a F2 + 3T2 = 1800 Ûmam 

d{U©V hmo, Vmo T H$m n¡aoQ>mo-Bï>V_ àmdYmZ kmV H$s{OE &  
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9. Bg ÚyV na {dMma H$s{OE :  

  

(H$) Š`m Bg ÚyV H$m hb àmßV H$aZo Ho$ {bE níMmJ_Z 

{d{Y H$m à`moJ hmo gH$Vm h¡ ?  

(I) Bg ÚyV _| {H$VZo CnÚyV h¢ ? 

10. {ÛVr`-loð> H$m {gÕm§V Š`m h¡ ? EH$ aoIm{MÌ H$s ghm`Vm 

go Bg à_o` H$mo {gÕ H$s{OE &  

11. _mZ br{OE {H$ \$_© H$m bmJV \$bZ AdH$bZr` h¡ &  
_mZ br{OE {H$ i AmXmZ H$s geV© AmXmZ _m±J  
xi (w, y) h¡, Ohm± w AmXmZ H$s_V g{Xe VWm y CËnmXZ 
Xem© aho h¢ & {gÕ H$s{OE {H$ : 

(i) 0
:w

)y,w(:x




   

(ii) xi (tw, y) = xi (w, y), Ohm±  t > 0 H$moB© pñWam§H$ 

h¡ & 
 

 


