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MEC-101 : MICROECONOMIC ANALYSIS
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Note : Answer questions from each Section as per

instructions given.

Section—A

Note : Answer any two questions from this
Section. 2x20=40

1. (a) State the form of Cobb-Douglas production
function, which exhibits constant returns
to scale. Prove that returns to variable
factor diminishes in this production

function. 10
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(b) The production function of a firm is given
by : Q = 0.6 x + 0.2 y, where Q = output, x
and y are inputs. Determine returns to

scale. 5

(¢) Given the following production function :
Q=1.50107 K025

Determine the elasticity of output with

respect to (1) labour and (i1) capital. 5

2. A firm producing hockey sticks has a

production function given by :

Q=2 VKL

In the short-run, the firm’s amount of capital
equipment is fixed at K = 100. The rental rate

for Kis ¥ 1 and the wage rate is ¥ 4.

(a) Calculate the firm’s short-run total and

average costs. 5
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(b) What are STC, SAC and SMC for
producing 25 sticks ? 5

(¢) Suppose a firm is operating under perfectly
competitive conditions is the market. It
faces the following revenue and cost

conditions : 10
TR=12Qand TC=2 + 4Q + Q2

Determine the equilibrium level of output.
Calculate the total profits made. Derive the

second order condition as well.

3. (a) Define price discrimination. Explain the
conditions under which price
discrimination 1s both possible and

profitable. 10

(b) Suppose a discriminating monopoly 1is
selling a product in two separate markets

in which demand function are :
P =12-Q; and P2 =20 - Q2

The monopolist’s total cost function is
TC = 3+2Q.
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Determine the prices to be charged in the
two markets and amount of output to be
sold in each market so that profits are

maximized. Calculate total profit. 10

4. What is Nash equilibrium ? Does equilibrium
In a prisoner’s dilemma game 1s Pareto

optimal. 20

Section—B

Note: Answer any five questions from this

Section. 5%12=60

5. Discuss the properties of expenditure function
which you derive from the expenditure

minimization problem of consumer theory. 12

6. Describe long-run equilibrium conditions of

firm and industry under perfect competition. 12
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7. (a) What do you understand by Walrasian

dynamic stability ? 4

(b) Derive the time path of a disequilibrium
point under Walrasian dynamic stability

analysis. 8

8. Explain the difference between compensated
demand and ordinary demand function in the

case of normal and inferior goods. 12

9. (a) Does the first welfare theorem guarantee
that market allocation will be fair or

equitable ? 6

(b) How do you know that allocative efficiency

will be satisfied ? Explain. 6

10. Using Edgeworth box diagram, examine

allocation of production between goods. 12
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11. Describe the theory of inter-temporal

consumption using diagram and suitable

example. 12

12. What is an efficiency wage ? Explain why it is
profitable for the firm to pay an efficiency wage
when workers have better information about

their productivity than firms do. 12
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(9) T ®H *1 IO Hed 3@ THR T :
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