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MEC-101 : MICROECONOMIC ANALYSIS

Time : 3 Hours Maximum Marks : 100

Note : Answer questions from each Section as per

instructions given.

Section—I

Note : Answer any two questions from this Section.

20x2=40
1. (a) If an individual consumer’s utility function
1S : 15

U= X1 . Xz

and her money income is ¥ 20, while the
prices are P1 =% 2 and P2 =% 8.

(1) Determine the utility maximizing
choice.

P.T.O.



(b)

(a)

(b)
(a)
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(11) Formulate the dual problem and solve
for the minimum expenditure needed
to attain the utility level as in (1)

above.

Suppose the demand curve is given by
Q = 10 — P. What is the total consumer’s

surplus from consuming 6 units of the good ?

5
Discuss the concepts of Pooling equilibrium
and Separating equilibrium in the context
of insurance. Explain the situations under

which pooling equilibrium fails. 15

Explain the theory of second best. 5

The production function of a small shop

that frames pictures is :
Q=5-JL-K

where Q is the number of pictures framed
per day, L is labour hours and K is the
machine hours. Suppose 9 labour hours
and 9 machine hours are used every day,
what is the maximum number of pictures

that can be framed in a day ? Calculate the
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marginal product of labour when 9 labour
hours are used each day together with 9

machine hours ?

Suppose the firm doubles both the amount
of labour and machine hours used per day.
Calculate the increase in output. Comment
on the returns to scale in the operation. 12
(b) Define the term ‘Shepard’s lemma’.
Assume that the production function of a
producer is given by Q = 5107 K03, where
Q, L and K denote output, labour and
capital respectively. If labour cost T 1 per
unit and capital ¥ 2, find the least cost
combination of inputs (L & K). 8

4. Distinguish between the following concepts
with suitable illustrations : 5x4=20
(1) Consumer’s surplus and Producer’s surplus

(1) Homogeneous and Homothetic production

function

(111) First degree and Third degree price

discrimination

(iv) Adverse selection and Moral hazard

P.T.O.
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Section—II

Note : Answer any five questions from this

5.

(a)

(b)

(a)

(b)

Section. 12x5=60

Define expansion path. Prove that the
Decreasing Returns to Scale (DRS) shows

diminishing returns to a variable factor. 6

Illustrate  the long-run  equilibrium
conditions of a firm and industry in the

competitive market. 6

What are the conditions of Pareto
optimality ? Explain. 5
Suppose an investor is concerned about a
business choice in which there are three

prospects. The probability and returns are

given below : 7
Probability Returns
0.4 100
0.3 30
0.3 -30

What 1s the expected value of the uncertain
investment ? What is the variance ?
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7. Suppose that the average and marginal

production cost are constant and equal to zero

respectively. If the industry demand function

can be written as :

P=100-05Q

what will the price and output be for: 3x4=12

@)
(i1)
(1i1)
(iv)
8. (a)

(b)

(b)

10. (a)

Monopoly

Cournot Duopoly

Chamberlain Duopoly

Competitive Market

Discuss the Lindahl’s formula for efficient
allocation of public goods. 6

Explain the problems associated with

insurance market. 6

What is efficiency wage ? Discuss the
importance of No-Shirking Condition

(NSC) in efficiency wage model. 6

Distinguish between Prisoners’ Dilemma

Game and Hawk-Dove Game. 6

What is the Bayesian equilibrium ?
Mlustrate. 6

P.T.O.
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(b) Solve the following normal form game
using the method of iterated elimination of

strictly dominated strategies : 6
Player 2
Left Middle Right

Player 1 Up 1,0 1,2 0,1

Down | 0,3 0,1 2,0

11. Write short notes on any three of the following :
4x3=12
(1) Slutsky equation
(1) Stackelberg model
(111) Walrasian equilibrium

(iv) Rawls’ theory of justice
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MEC-101

shetl TeoTTe ( erefemer) (Uw. 3. 4t)
AT are
fewmr, 2023
TH.EH-101 : =fee e fagemor

gag ;3 Hue TR dq 37F : 100

qiT : AP 9N G FRITER Y99 &1 Hiforu

WT-1
e : 39 9 9 fH=l T U 8 B
20%2=40
1. ()3 T Al YT b1 SYATTA T
g 15
U=X1.X2

qA ITHT HifEh T T 20 ©, &k HIEA
Pi= % 2 @ Py= 2 8 T

() SUANT  AfYSHAHIROT ® FAE  hI
fruifta swifsm)

P.T.O.
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(i) &1 T @1 i wIfSe o swgw
() # STAfE ®R Al G HE b
fq =9 eTevas =F & ol g«

EIELY
(@)ur f& |51 9% Q = 10 — P & )
T& Bl 6 THEA H ST HW T HaA
U HT TS A ? 5

L (F@)FW w w]d ¥ gasEe (Pooling)

e 3N faESHe N (Separating)
TEEAT i SEURUMSA] W == Hifg|
3 foufaai &t =en witve Ed
GaASHERT FreeE] fahe B Sl 21 15
(@) fgda watan fagra &t =men sifsw - 5

. (@) ® BH FH ARl TH B THEE B

SR e ©

Q=5-JL-K
el Q Yo & fosif &t wH wW H
TeH 2, L oW e ® qen e u
amn f6 9 oM =2 qen 9 wWeMA W Uk
fed v fmd S € @t e f7 d wH
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fey m fosif &1 afumam wEm = =
Whdl € 2 9 WM He ® WY 9 g9 H
w1 e Y% & wEm fean S @ @ 9w
FI GHEFG SRS DI AT Hifew| IS
wH & T o9 qan WA Hel & g
w1 & on fwar W@ R, @ Saed A gfg
@ UM HINT T HEed d Yo @
gfdwel W feouit wifs) 12
(@)'vOE TR’ U’ el gRwifya wifsa =@
fh Th SRS &1 IARA ®ed Q = 5 Lo7
Ko3 fen T 8, Sef Q, L 9o K 1 e
I, 99 qe1 Yt & &9 o I9far 7@ 2
I 9| @ 2 1 9 SR @ qen St R 2
yfd T 8, @ WAl (L a1 K) & =

AN TINT Rl WIS hifSTu] 8
. Frafafed seyromstt o SUgs Ieial & Wiy
fadeg wifsT 5X4=20

() YT FI T9d q IRk hi g4

(i) TEEY qu GHEdfie I Hel

(i) ¥H AT JAF Hife H1 FHoa fad9g

(iv) Aldehel =I1 U HATHh Hehd

P.T.O.
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HET—II
e : 39 9 ¥ fad ute v @ W Ul
12x5=60
5 (@) fo=R vy & Refa wiw fag ST

®1 UM H1 BEHA UAEA Th GEd @
w2d Giasall i geriar 21 6

(@)afqartt s9R H Tk ®H den SE i
<refepTeli Fer I 19U HIfSEl 6

6. ()UE g2qm vd F ° 2 U HifeU) 5
(@)a fo ww favedl T =maa fawmey

% a8 4 fufaqa €, oo d9 geweed e

TfeRal al Ufdwel -9 fiu U ? 7
YT IehdT fawet
0.4 100
0.3 30
0.3 —30

sfifyea fE9r =1 Yo 99 & § 2
oo = © ?
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7. O T ofgd qun HHrd 3SERH ond ShETl:
feer qen Y= % WM ¥ AR W ou wed

T YR § for@n s ol © ¢

P=100-0.5Q
d HHd den S 1 % faw = e 2
3x4=12
(i) IR
(i) i fgfrepm
(iii) v=feq fgfarer
(iv) Ffqartt seiR
8. (h)HrESifeh g & foauw gl steed & fag
faea ¥ w == wifvg 6
(@)dm TR 9 TSt gEeell & A
EJIE I 6

9. ()TeMl dad FM T ? <&l 9o Figel # =
FHEN TIM & Hed W Il Shifeg| 6

(@)ast gfaem @A qA Blh-€d @A & A
= hIfST 6

P.T.O.
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10. ()RS (Bayesian) W@rEEeen & © ?

IMELT kL TR HifS(U| 6

(@) vt ghe OrEeRe # AU

R’ fafy &1 Swam s FHeEfafaa

= ®iH @ i 8 hifST . 6
faerst 2

& &

S B L

I 1,0 1, 2 0,1
faereEt 1
= 0,3 0,1 2,0

11. frefafas & 9 5 99 w dfea feoafort
fafea 4x3=12
() TIZERT HHIE
(i) Ve Ffaeyq

(iii) STERE T Hel

(iv) =T &1 Yoo fag

MEC-101



