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Dear Student,

As explained in the programme guide for MEC, assignments carry 30 percent weightage in a course
and it is mandatory that you have to secure atleast 40 percent marks in assignments to complete a
course successfully. Note that you have to submit the assignments before appearing in Term End
Examination of a course.

Before attempting the assignments, please read the instructions provided in the programme guide
sent to you separately. In this booklet, we have included the assignments for all the courses
pertaining to the First year. In each course there is a Tutor Marked Assignment (TMA). You have
to do the assignment for those courses for which you have registered. Do remember that you have
to prepare and submit the assignments separately for each course. Make sure that you submit the
assignments well in time for those courses in which you plan to appear in the Term End
Examination.

It is important that you write the answers to all the TMA questions in your own words. Your
answers should be within the approximate range of the word-limit set for a particular section.

As mentioned in the Programme Guide, you need to submit all the assignments within the stipulated
time for being eligible to appear in the term-end examination to the Coordinator of your study
centre.
The assignments should be submitted to the Coordinator of your Study Centre:
1. By 31%*March2026, for the students willing to appear in June 2026 term-end examination.
2. By 30™ September 2026, for the students willing to appear in December 2026 term end
examination.

You must obtain a receipt from the Study Centre for the assignments submitted and retain
it. If possible, keep a xerox copy of the assignments with you.

The Study Centre will have to return the assignments to you after they are evaluated. Please insist
on this. The Study Centre has to send the marks to the Student Evaluation Division at IGNOU,
New Delhi.



We expect you to answer each question as per guidelines for each category as mentioned in the
assignment. You will find it useful to keep the following points in mind:

1) Planning: Read the assignments carefully, go through the Units on which they are based.
Make some points regarding each question and then rearrange them in a logical order.

2) Organisation: Be a little selective and analytic before drawing up a rough outline of your
answer. Give adequate attention to your introduction and conclusion.

Make sure that your answer:

a) Islogical and coherent;

b) Has clear connections between sentences and paragraphs, and

¢) Iswritten correctly giving adequate consideration to your expression, style and
presentation.

3) Presentation: Once you are satisfied with your answer, you can write down the final
version for submission, writing each answer neatly and underlining the points you wish to
emphasize. Make sure that the answer is within the stipulated word limit.




MEC 001/101: MICRO ECONOMIC ANALYSIS
Tutor Marked Assignments

Course Code: MEC-001/101
Assignment Code: Asst /TMA /2025-26
Total Marks: 100

SECTION A

Answer the following questions. Each question carries 20 marks

1.

2x20=40

a. Consider a pure-exchange economy of two individuals (A and B) and two goods (X
and Y) Individual A is endowed with 5 units of good X and 3 units of good Y, while
individual B with 3 and 4 units of goods X and Y respectively. Assuming utility functions
of individuals A and B to be Ua=Xa Ya%and Ug=Xg? Yg where X; and Y; for i= {A, B}
represent individual i’s consumption of good X and Y respectively, what will be the set
of Pareto optimal allocation in this economy?

b. Determine the conditions that need to be fulfilled by an allocation to be termed as
Pareto efficient allocation.

Consider a Cobb-Douglas utility function

U (X, Y) — XI/Z Y1/2

Where X and y are the two goods that a consumer consumes at per unit prices of Px and
Py respectively. Assuming the income of the consumer to be TM, determine:

a.

b.

Marshallian demand function for goods X and Y.
Indirect utility function for such a consumer.

The maximum utility attained by the consumer where Px=X 5, Py=3 5 and M=X%
5000.

Derive Roy’s identity.




SECTION B

Answer the following questions. Each question carries 12 marks.

5 X 12=60

3. IfU (Xi, X2) = 10x1%3 x2%7, M=200, p1=5 and p»=2, set up the Lagrange function and

dU(xy,x) , dU(x1x2) Py
/ - /pz

dx1 de

derive the simplest form of

a.) Distinguish between Strategic (or Normal Form) and Extensive Form Games.

b.) Solve the following game using iterated elimination of strictly dominated strategies.

Player 2
Left Middle Right
Player | Up (1,0 (1,2) (0,1)
: Down | (0,3) (0,1) (2,0)

a) Explain the expected utility theory.
b) Two players have the opportunity to participate in a gamble with two
possible outcomes as:

Outcome Probabilities
Rs 10 0.3
Rs 30 0.7

The players’ utility functions for the money outcomes, are as follows:
Player 1: U;(M) =VM + 6 Player 2: U,(M) = (M + 5)?

Determine the difference in the amounts that you must offer to these two players.

6. a.) What is excess capacity and how is it related to the model of monopolistic competition?

b) Demand function and supply function are given as P=25-X? and P=2X+1 respectively,

find out producer surplus and consumer surplus.

7.  Write short notes on following:

a) Compensated Demand Curve

b) Homogeneous and Homothetic production functions
c) Arrow prat measure of risk averseness

d) Pooling and separating equilibrium




