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MEC-101 : MICRO ECONOMIC ANALYSIS

Time : 3 Hours Maximum Marks : 100

Note : Answer questions from all the Sections as

per instructions.

Section—I

Note : Answer any two questions from this

Section. 2%20=40

1. Consider a two-commodity framework of a

utility function w« (x,y) of a consumer.

Suppose the consumer minimizes its
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expenditure : Pjx+P,y, where P; and P,
are the prices of two commodities x and y.

(a) Define expenditure function and write

its properties. 5

(b) Write the basic duality relations. 5

(¢) Write the Slutsky equations for the own

price and cross price effects. 4

(d) What is a substitution matrix ? Why is

1t negative definite or negative semi-

definite and symmetric matrix ? 6

2. (a) Consider a  production function

q=Ax"y? where x and y are the two

inputs and ¢ 1s the output. Define

homogeneous function and homothetic
function in the context of the above

production function. 10

(b) Define technical progress. Show that
the rate of growth of output can be
decomposed into growth attributed to
change in inputs (say K and L) and
residual growth due to technical

progress. 10
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3. Differentiate between the following : 4xX5=20
(a) Partial equilibrium and General
equilibrium
(b) Signalling and Screening

(¢) Cooperative and Non-cooperative game

theory models
(d) Pooling and Separating equilibrium

4. Critically examine dynamic equilibrium and
stability of a competitive market using

Cobweb model. 20

Section—II

Note : Answer any five questions from this
Section. 5x12=60

5. Write down the four Slutsky equations for
own price effect and cross price effect.
Explain the decomposition of own price
effect into income and substitution effect for

an inferior commodity. 5+7
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6. What do you mean by quasi-concavity of the
utility function ? Describe various properties

of quasi-concavity of the utility function. 12

7. Discuss the Second Welfare Theorem.
Suppose A and B have identical utility

functions uw=u(xy, x9). What would be the

contract curve look like ? Explain. 7+5
8. Suppose you are a risk averse person, and
your risk attitude can be represented by the

following concave VNM utility function :
u(w):\/a , where w denotes wealth.
Suppose your initial wealth i1s ¥ 100, and
hence your initial utility 1s leo.

Imagine you are offered the following

gamble : With probability % you will win

Z 156, and with probability % you will lose

T 100. Would you like that gamble ? Explain.
12
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9. What is an efficiency wage ? Explain
why it is profitable for the firm to pay in
efficiency wage when workers have better
information about the productivity than
firms do. 12

10. Consider two firms producing a
homogeneous commodity. Firms
simultaneously decide the price and produce
enough output to satisfy the demand of the
market (no capacity constraint). Firms are
also symmetric in cost ¢;(g;)=cq; (¢ =1, 2

and ¢ = constant marginal cost).

(a) Define the price rationing rule under

Bertrand competition. 3

(b) Derive the reaction function of the two
firms and explain the Bertrand-Nash

equilibrium. 9
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11. Write short notes on the following : 3X4=12
(a) Equity and efficiency trade off
(b) Signalling games

(¢) Roy’s identity
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MEC-101

el TrsuTTa (37ef9TTe)
(uq. 3. ©i./u|. u, 3. 91)
L EIGRC I FI
fegwR, 2025
wH.EH.-101 : =fte anférer fagarsoT

oy ;3 g2 SHfeFaH 37F : 100

e : FY YFT G [ARIR F9 & I o7t |

T —I
T : 39 9T T fF=T af 9941 & S fafgw)  2x20=40

1. 1 IEGE ITERT HI AT A HT ST He
u(x, y) ¥1 98 T = Py + Py <[Fa9 &3l T,
SRl x q y aEgE R wEen: P iR Py, SRl
A & |
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(F) =T T i GRYTe ST 3R 39ehT oot

ErE 5

(@) Munfier g9 ey fafeu | 5

(1) TS hiwa qen foder wia g9mEl T e

TR fafem | 4

() gfaeeTos e :N § ? A€ HONcHS vEd
A HUMCHE AG—M=a aon gaihd g =i
BT ? 6

() S HeH g = Ax%yP R foaR ifem, sl

x T y T A IR ¢ T AR T | ST
Sed wed & oo H gwerd qun weedfas
TRl hl TRTST ST | 10
(@) Tehtent guIfd skt qRymen S| qwiise o
Scared H gfg 1 AR (Yt T sm) @
Rl 3R e (SN qehdishl WA
HR A §) T o R s wswa@ gl 10
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fr=fafed & g2 3R JaEy 4x5=20

() TR T Td T T

(@) Whad (Signalling) 91 ST (Screening)

(1) B fagr & Fear 1@ 1EeanT s

(91) FISHHR T foasmaRl dqa

Hid 99 (HFRhS 1) FIGHH 1 ITEN HT Th
Teff SR B TeTeHs qe IR T i gHten
IS | 20

arT—I1

FT : 39 97T 9 (4 gia g9+l & W falaq

5.

5x12=60
=it =iva gue wd fads swimd gu9El & fau =)
e T fafen) tw g ey & fel
SHIAd GuTel hi 3TF a1 Ffaearas goral | fawfe
i ST ST | 5+7
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ST Wl sl TG-STedardl 9 STTdeh] R qIead
€ 7 SR Hed H Sg-Aeed & o=
SAFYIET T U HITSTT | 12

fodta am yag ==t wifew )| 7F ofifse fos A qen
B & ST el u = u(x;, Xo) THET | TTH]
3TaY oo fohe TR fe@mE < 7 =medn shifae |
7+5
M e foh ema sifem fora =afeq € iR st
Shifem gfteshivn 9 stada VNM STifial wed :

w(w) =w I @ S @ Y, Seow IR
Y-Fue] &R gl A oifse fw
w = T 1001 Ad: AUhl YRMUE  SUAATC

V100 =10 rft | A <RfST fof SRt T 2@ i
YIRS 1 St §, T eoent TueT € 156 B <M

g % 3 2 S % 100 31 AR F o

T T MY W YA H 9 o 2 AN RIS 12
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9. TET FSIGY F1 § ? HTEA i foh Al Sedrean
& foog & Sl 1 SRl e & o 8,

~

3% T HASGH 1 YaH &N e & fag

SAI9YE B | 12
10. 3 ®H GHEY gl w1 SR W W
3 TH Mg FHd w1 FER0 w § SR IR w
T W w QU R & fAU S 'R S
A € AT ITeh AT G &1 1 s TUH
T ¥ wH A & gy § ot gafaa ¥ etafq
ci(g;) =c.q; (i=1,2 7 ¢ = FER HHAr= o) |
(F) sevs e & gef # wiga it fom =+t
TR ST 3
(@) 3 wH & gfdafwar wei w1 Fafa
FIfT SR Fdve-AW WO w e
HITSY | 9
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11. frfafea w oy femforl fafen 3x4=12

(F) 9uaT IR <&ra § 99 JoIaq
(@) Fehad T
COREEIR L IEET]

X X X X X
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