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MASTER OF ARTS
(ECONOMICS)
(MEC/MAEC)
Term-End Examination
June, 2025
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 fwo questions from this
Section. 2x20=40
1. (a) What do you mean by Indirect Utility

Function ? 4

(b) Let wu(x,y)=x*y"" be the utility

function, which a consumer maximizes,
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subject to the budget constraint

Pix+P,y<M, where x and y are the

commodity bundles which are consumed

by the consumer. P, and P, are the

respective prices and M is the income of

the consumer.

Derive the indirect utility function and
show that any three properties are

satisfied. 16

2. An employee (player 1) who works for a boss
(player 2) can either works (W) or shirk (S),
while the boss can either monitor the
employee (M) or ignore him (I). Like most
employee-boss relationships, if the employee
1s working, then the boss prefers not to

monitor, if the boss is not monitoring, then
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the employee prefers to shirk. The game is

represented by the following matrix : 20

Player 2

M I

Wi @1 1, 2)
Player 1

S | (0,2 2, 1)

(a) Derive the best response function of

each player.
(b) Find the Nash equilibrium of the game.

(c) Is there any mixed strategy Nash

equilibrium ?

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

Cobweb model. 20
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4. Differentiate between the following : 5x4=20

(a) Simultaneous move game and
Sequential move game

(b) Cournot duopoly and Stackleberg

duopoly
(¢c) Homogeneous and Homothetic function

(d) Adverse selection and Moral hazard

Section—II

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

5. Define quasi-concavity of the utility function
and discuss its properties. 12

6. “Price effect is a combination of income
effect and substitution effect.” Examine the
statement using Slutsky equation for an

inferior commodity. 12
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7. Consider a duopoly market structure with
two symmetric firms facing a demand
function P (Q) = 130 — Q, where Q is the

total output produced by the 2 firms
(Q=¢; +q5). Consider the marginal cost of
the 2 firms are MC = 10. Firms
simultaneously decide the output (q;,q5).
Derive the Cournot-Nash equilibrium output
and price at the firm level and industry
level. 12
8. Suppose you are a risk averse person, and
your risk attitude can be represented by the

following concave VNM utility function :

u(w) =w,
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where w denotes wealth. Suppose your

initial wealth 1s ¥ 100, and hence your initial

utility is 4100 =10. Imagine you are offered

the following gamble : with probability

you will win ¥ 156, and with probability

you will lose ¥ 100. Would you like that

gamble ? Explain. 12

9. Define Hotelling’s lemma and Shephard’s
lemma as an application to Envelope
theorem. 12

10. What are the assumptions of compensation
principle ? Differentiate between Kaldor and

Hicks’ compensation principle. 12
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11. What is an efficiency wage rate ? Explain
why it is profitable for the firm to pay an
efficiency wage when workers have better
information about the productivity than

firms do. 12
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w3 H.-101 : =fte anfies fagerson

gayg : 3 yo2 SfeFaH 37F : 100

qie : FEF 91T G MRITER I99 & IW fekag |

AT —I
e : 39 9 9 TRl €t el & S fafem
2x20=40
1. (F) YAl YOI Tl F = fygg S ® 2
4

(B AA T w(x,y) =x%y™* o® ST
T ¥, 59 Suden o e
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Px+P,y <M & LM ehad T =medl
¥, W&l x qAT y < IRl & O ¥ qen
% P R P, 3Tt hiTd €1 M SR
*T T T

YA ITAMTA et st Fcafa hifey iR
TuEe foF o7 fRdl m fosomred &1 wem

FLAT S| 16

2. H HU=rt (faaret-1) fedt stg (faeme-2) &
faw = A €1 98 HME H Ghal § [W] 3R
HEAR [S] o, @ S| off Iuh! TRET [M] *
Thdl T A1 3 TR [I] X Tohell T Aferhien

HHARI-AF ol i1 Wifd Al wH=r ™ H @

B, A1 &9 TR TR i ohi STeXd Tl 9Herd,

forq Sta a9 et 81 o @1 &, A wHEr o
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HTTART A T €| 9 A’ I B0 Th TR 9
fown weha € : 20

faaret 2
M 1
Wl 11 12
S| (0,2 (21

Taeret 1

() T Faaret =1 gs3an gfafehdl ®wed =
TSI |

(@) 39 T4 I -1 T 1 DI |

(1) o e fafera g 9 dqer f Sya ® 2

3. Wkl UfdHE T YN T Th Wil IR 6
AT Tqer IR T &t Teten hifse | 20

o o o

4. fTr=fafea § 9 o= sHifs : 5x4=20

(%) HHEMEE =1 FA SR S a1 g
(@) A g 3R Wehctent genfaenr
(1) THE Te FHIE et
(=) foadia == iR Afaw 55
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arT—I1

e : 3T 9 W Rl uier 99 & S fafen

5.

5%12=60
SYAATA e i 3TH-3Teaeldl hi YR Y

3R 3Rt Tagioraredt W ==t shifs | 12
‘g qUE 3T YS9 YIdEId qurd 1 Teh
e B forelt frgpse uadl ¥ TereEhl qHiR
1 JANT LA BU 39 KT 1 THIET KT 12
Teh SRRl SR &1 R fomr $ifse, sl M
Wl o HIT A FHEY € : P (Q) = 130 — Q, S
Q FHhd AR T qM Q=(q; +qy) | A T
ST A T HH ARG Tk T € < MC = 10 | %
3T SR W qp 3R g, 1 T o o et
T FA-TRT Hge SR T 36 FH @ & IR SEm

% W TR hIHd i Fcdfd IS | 12
M ifee ff e sifem fora =afea € 8k smmoeht

Siferr gfteion efadel VNM  SUifitdl e

uw) =Jw T T S HHd ¥, SR w IR
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¥F-GUel ¥ A eifse foh gRfes 99er T 100 ¥,

3T SMIHT IR TR 100 =10 2rft | 79
AT, foh STTIhI Tk A I URHY I ST,

fireit STt T % 156 2 ST W
Tl TeR! YRIHeR |9 ¥ 100 & FHIG & W
aﬁﬁwsﬁ%%lweﬂmwwﬁwm
T ? SR HIfST | 12
9. Ufoed YN & UHk AIWAN & & H Frefom
UG AR IHES STTHT T TR S 12
10. erfaufd fagia =t sauRomd #1 § ? FeER W
e & aifqufd fagra & o= s Fifsw | 12
11. Ueh TEl ASIg X 1 Bt § 7 HHemsy o e
gftent 1 Seafear & fasmr § wHf § I8 SHHRY

B el I TN T I AT BT % fed A
(TII) BT 12

X X X X X
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