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B. A. (HONOURS) ECONOMICS (BAECH)
Term-End Examination

December, 2025

BECC-105 : INTERMEDIATE MICRO

ECONOMICS—I

Time : 3 Hours Maximum Marks : 100

Note : Answer questions from each Section as

per instructions given :

(i) Section A : Answer any two
questions.

(it) Section B : Answer any four
questions.

(iti) Section C : Answer both the

questions.
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Section—A

Note : Answer any two questions from this

1.

Section. Each question carries 20 marks.

2x20=40

Explain the decomposition of price effect
into substitution effect and income effect for
a normal good using Hicksian approach and

Slutsky approach. 20

Consider the following production function :
Q= L0.75 K0.25

where Q = level of output and L and K are

factor inputs respectively : 4x5=20

(1) Find the marginal productivities of L
and K.

(1) Verify  the Product Exhaustion

Theorem.

(111) Calculate marginal rate of technical
substitution of Capital for Labour

(MRTSLk).

B-1232/BECC-105

Downloaded from www.IGNOUBABA.com



[3] BECC-105
(iv) Find out the elasticity of substitution
(oL, K).
3. (a) Define a cost function. Discuss the
properties of a cost function. 8
(b) What is meant by ‘Expansion Path’ ?
Using isocost and isoquant analysis,
explain the derivation of Expansion
Path. 12
4. Consider a utility function :
UK, Y) =X*vP
The prices of the two commodities X and Y
are given as Px and Py respectively and
income be M. 20
(1) Find out the Marshallian demand
functions of X and Y. Find price
elasticity and income elasticity of
demand for commodity X.

(11) Derive the indirect utility function.
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Section—B

Note : Answer any four questions from this

Section. Each question carries 12 marks.

4x12=48

5. Explain the short-run and the long-run
equilibrium of a firm under perfectly
competitive market structure. Use
diagrams. 12

6. Explain using appropriate diagrams, that
for quasi-linear utility function,
compensating variation and equivalent
variation are the same. 12

7. What do you understand by the term ‘Risk’ ?
Explain using diagram, the concepts of risk
aversion, risk loving and risk neutrality. 12

8. Analyse the impact of a quantity tax and
income tax on the consumer equilibrium. 12

9. (a) Explain the law of variable proportions

and the relationship between the
marginal and the average product of the

variable input (labour). 6
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(b) State Hicks’ classification of technical
progress. 6

10. In a two commodities and two consumer
pure exchange model, show that a
competitive equilibrium is a Walrasian
equilibrium. 12
11. What do you understand by the term ‘inter-
temporal decision-making ? Discuss with
1llustrations the constraint encountered in
this process. 12

Section—C

Note : Answer both questions from this Section.

Each question carries 6 marks.  2X6=12

12. Explain any two of the following : 3+3
(1) Consumer Surplus
(1) Giffen goods
(111) Elasticity of Substitution

(iv) Properties of indifference curves
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13. Distinguish between any two of the

following : 3+3

(a) Pareto Optimality and Pareto
Improvement

(b) Short-run Production Function and
Long-run Production Function

(¢) Homogeneous Function and Homothetic
Function

(d) Shut down point and Break-even point
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