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M. A. (ECONOMICS) (MEC)
Term-End Examination
June, 2026

MEC-001 : MICROECONOMIC ANALYSIS

Time : 3 Hours Maximum Marks : 100

Note : Attempt questions from each Sections as

per instructions given.

Section—A

Note : Answer any two questions from this

Section. 2%20=40

1. Consider a person having Von-Neumann-
Morgenstern expected utility preferences
over lotteries. Discuss how she maximises

her utility.
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2. (a) Discuss the role of conjectural variation
in Stackelberg’s model of duopoly.
(b) Two firms producing a homogeneous
product face the demand and cost
functions given by :

P=100-0.5 (q1+q2)

C, =50, and C, =0.5¢3

Find the equilibrium output and profit
of the firms using Stackelberg’s model

of price leadership ?

3. How can efficiency-wage theory explain the
presence of unemployment and wage
delimitation ?

4. Suppose there is a pure-exchange economy
with 2 consumers and 2 goods. The
endowments are w'=(2,4), w?=(473).
Consumers are otherwise identical and they

have the utility function :

u(x, y) = x/3y"3
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(a) Construct an Edgeworth Box for this
economy.
(b) Give a definition of a Pareto optimal
allocation in this economy. Find all
Pareto optimal allocations and show
them in the Edgeworth Box.
Section—B
Note : Answer any five questions from this

Section. 5%12=60

5. A consumer’s utility function from
consumption in a two-period horizon is
u=Cng'6. Her income stream is given as
y; =1000, and Yy, =648. If the market rate of

interest 1s 8% per annum, find the values for
consumption in the two periods which

maximises her utility. 12
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6. The marginal productivity of labour in a

firm is given as MP, =A(400-L).

(a) If A=0.2 and the real wage is ¥ 60 how
many labour units will the firm want to

hire ? Give reasons. 4

(b) Suppose the wage 1s increased to I 75.

How many labour units will be hired ? 4

(c) Keeping the real wage at ¥ 60, how
many labour units will the firm hire if A

rises to 0.5 ? Interpret your result. 4

7. (a) Consider the matching coins gave :

Player-2

Heads Tails

Heads 1,-1 -1,1
Player-1

Tails -1,1 1,-1

Find the Nash equilibrium of this

game. 4
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(b) Consider the following game :

(6, 4) B,4 1,1 0, 0)

(1) Describe the game in its normal

form. 4
(1) Describe all the subgame perfect
equilibria of this game. 4
8. Write short notes on the following : 3x4=12
(a) Producer’s surplus
(b) Shephard’s lemma

(¢) Second welfare theorem
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Suppose 10 people live on a street and that
each of them is willing to pay ¥ 2 for each
extra dustbin, regardless of the number of

dustbins provided. If the cost of providing
dustbins is given by C(x)=x?, what is the
Pareto efficient number of dustbins to
provide ? 12
Suppose the consumer’s preferences are
given by the utility function u(x;,%,)=x*x5.
The prices of the two goods are p, and p_,
and the consumer’s income is m. Find the
Marshellian demand function and the
indirect utility function. 12
Differentiate between the following :

(a) Homogeneous and homothetic

production functions. 6
(b) Pooling and separating equilibrium. 6
Discuss the concepts of adverse selection

and moral hazard with a suitable example of

each. 12
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TH. T, (3revTe)
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gayg : 3 yo2 SfeFaH 37F : 100
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2. (%) Rwaait & gafueid gfqum # St
fehH hl YfHRT W == i

(@) §9%Y IR ¢ ol f B ® HiT AR

ANTd el 39 YR § :
P=100-0.5(q, +0,)
C, =5q, @ C, =0.505
Weherert & i Hima feie f=m w1 e
YA L SHI FHI & e 3R Y & e
Tl T SATeher hifIg |

3. qgal wegd fagra # aUemd Wt 3ufefa qen
ot Feor S =Ame 4 Bl § 2

4. hdd 2 32 g fogge fafa sreferaren w
foram wifSw | ST Susiiertadi & yRftsreh o= sl
wh=(2,4) T w? =(4,3) T I SUFER 3T
Tt YER § HH ¥ SR TR SwEfT wed

u(x,y) =xﬂ3yﬂ3 %I
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(%) 39 Fifegeren & fou wged ot 1 =
ST |

(@) 30 s & fau ©h W gy Ao
® aRan w1l W& IW ST
A HifSE IR 3T Toed ofgm H 3AfHRd
HifeT |

T —a
e : 37 YT @ fHE gra 7 & IR ferraw

5%12=60
5. W& fg-emafye afaw § Susiedn 1 YA wed
u=C,C3® ¥ 3WH MW WA ¥ : y;=1000,
y, =648 T AT A HT IR TR 8% afuH o o
IHhT YT 1 Aferhan A Jel IUFT Yarel

1 TR hITST | 12
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Th ®H A 9™ w W Saafear ®

MP, = A(400—L) |

(%) afc A = 0.2 IR Irafaeh Figd = T 60 A ®H

T ] fohat SRl Sl M W WAl =T ?
O] SA1LT | 4
(@) T ST & Aol 7 st T 75 HT e
ST €| 3T foha Tl 9 T T S ? 4
(1) afg arEdfash wsigdt gLl % 60 & W® fohg A
1 7H 0.5 8 S fohad #ifs &M T @
AN ? A9 ST 1 AT T | 4

(F) T Tt e T R fo=r +ifse .

faemet-2
vl R
Nik] 1,-1 ~-1,1
Taeret-1
T ~1,1 | 1,-1
T T 1 A9 FIeT STRfeTd hifad | 4
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(@) 39 Td W fo=m Hifsg :

(6, 4) Bh,49 1,1 0, 0)

(i) 39 IA F IT% GEA @ET H U

i | 4

(i) 39 7A@ & [ ITYd-HYU HgeHl A
avhﬁﬁlm 4

8. fr=fafea w dftra femforf fafew : 3x4=12

(F) ICH T AfRh
(@) IHE A STTHT
() fgdia & wer
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M oS feret et § 10 < wd ® i ST 9
Jeieh Teh At el Yfeent Wl SIH W T 2 oM
F TR T, =e e off T Afewd vt & ot
B | 36 & AT ThaT C(x) = x° BRI & Hohall |
T8 Tt W At Afesel w WA g Hen @@
Bt ? 12
e ifsu f& T Suden w1 oEdd SEe
YA BT U(xg, %) = X*Xs BRI TS S Fahelt
€1 &1 g R wEd wEe: p IR p, ¥ W
SR T 3@ m & TAN §| ARICEG! w0 9%

qAT YL ST i bl AT hifS@ | 12

freafafea # 9 o= SifsT .
() YA Td THEd 3T Hhotd 6
(@) Fge 19 farsis dqed 6

12. THI % ST 3T od U faudia == iR Afas

§5 ! ThodIaT W ==l hifsT | 12

X X X X X
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