
6631 20

(D s{ + irs6rfi-{ ffi e-o 6 6q ffimirr

ftfrsl

(i0 FS A rrcsrc+ Gg *t rre-srs{ frre qr qer

drflgl

(ii0 s-S + Affiqro sn1ffi +m qr tft-+<ur frG

fff-ofto. dFrt qtm, c = 0.5Q3

l2Q,+ 8oQ +t

w{ +r qmr Arro ltr+ (MES) S ftIiRd

dfrsr

(re) e{t 3t< wr *? * qroro qr w{ d dc-d FEftur

vtk A frFdr?il 6 qq dfrVr q6 Ff ftffid -frrq

d {?r q1 *a (en,o)-z *, ss* frs fff, dr{r(

qt qrd- orq 6 w5qr frfrqt

[This question paper contains 20 printed pages.]

Your Roll No.'... "........

Sr. No. of Question PaPer

Unique Paper Code

Name of the Paper

) Nu-e of the Course

6631 I
t2271301

Intermediate Microeconomics-I

B.A. (Hons) Economics

(CBCS-LOCF), Core

COLLE G€Semester III

Duration : 3 Hours

*
Ins tructions for Candidates

1. Write your Roll No. on the top

of this question paper.

2

3

1

Ma rks:

*
\q

ia tely on receipt

)

Answer any three questions from Part-A and any

two questions from Part-B.

Answers may be written either in English or Hindi;

but the same medium should be used throughout the

paper.

Ere) A ftq frtsr

I {{ c{rr-q{ + ffi ff uci frs Trs ftutRe (sm qt slqqr

a!6.artfi.ftft+v r

(1300) P. T. O.

)

)

\P



6631

atrr-q t ffi; 6- *O 6r irrt Brh qrrr-d + ffi- a
y-ri 6.r sn-r t r

T{I er+-*t wcrR sr}frqr E€ ffi \'6. qrsr+ Afrg, aRi{
q{t -fli qr crtqc vo fi *+ qrBs 

r

PART _ A

(a) A family has monthly money income of 14000

which it spends on food (x,) and other goods (xr).

Draw and write the budget equations of the family

for following cases :

(i) If there is 10 percent food inflation in the

current month and government announces

30 percent general subsidy on food items.

(ii) Suppose the government provides monthly

food stamps worth (1000 for free to this

family, how does the budget line change

for the family?

(iii) How would this family's budget constraint

change if the government replaced the food

stamp program with a cash subsidy program

t9

(i) Write the equation for the short run supply

curve of the firm.

(ii) Find out the shutdown point of the firm

and the shutdown price.

(iii) Write the equation of long run supply curve

of the firm if its long run cost function is,

c=0.5Q3 - 12Qr+ 80Q.

Also determine the minimum efficient scale

(MES) of the firm.

(b) What is Lerner's Index? Explain the implications

of this index on price setting power of the firm. A

firm faces an elasticity of demand (er,o) - 2 for

its product, calculate its mark-up over marginal

cost. (9+6)

(o) vo rRetf cr{ + ffifr*d spsfqfu 6Fp6 q-6a qq

G-qR dtus,
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(iii) qe s'{ v+6 +rf, q} <zo * q"rt Tq vt

ffi *, tff qt ftrtg qr Tlrdr;r, v = {o.l yfr

fff E-6'r{ Bth ffi(ft (t, w = <0.4 cfr llc fr
F6r€ 6i-e *, t-g-d-{+ {ff d. * fr tiir tvr

q{ * g'o Ysre+ fr rrqm *fuqt

1iv1 ufr l-slt qr {0.4 t q.dtnt 10.6 efr qq Ea-r{

A qrfr e, fr {m(fr <t + Efu * qr<or {c fr
iiir ci cfrenr{ *t Yerr+ qqrq fr rturqr

dftqr

(re) go arrro vs anr qr+ * ffiR*d Cqqff * qE

fr&q:

(, Ed i{r{rf, Fd{ {rge qll.rdl- t sr++a *t Br

(ii) dFr r6-fl-{ firid ffi { Yta dt *r

7. (a) Consider the following short run cost function of

a competitive firm,

that simply gave this family { 1 000 in cash

instead { 1 000 in food stamPs? Which

would the family prefer, and why?

(b) A consumer's preferences for chocolates and other

goods is given by the following utility function:

u: f (x,y)= 20G+ y

where 'x' and 'y' represents chocolates and other

goods respectively:

(i) Show whether these preferences satisfy the

assumptions of well-behaved preferences?

(ii) Are these preferences homothetic

preferences?

(iii) Draw the Engel's curve for chocolates if
the prices of chocolates (P,) is (5 per unit

and price of other goods (Pr) is tl
respectively. (9+6)
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l7
(iv) If wage rate rises from t0.4 to {0.6 per

unit of labour, calculate the substitution and

output effect on labour demand due to wage

rate hike.

(b) Explain the following properties of total cost and

profit functions:

(i) Total cost functions are concave in input

prices.

(ii) Profit functions are convex in output

prices. (9+6)

(m) fraia qrcGrilrR v6 yRsrff qMR *r 1'o q'{ ermr

Efi ffiR{r 3erfi d6-fi-6-+ qrq ft-{.d qr.{ff

nq' +m+- qT rf,n+r qt& t:

q = t(t,r)= min(fi,2"/t)

(D F{ + €ffir inlkr qrm qr rfi-+iqr frfuqt

(ii) sd + ffffi+ fffi qm qr vft-+rqr frRqsr
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(a) The market for mineral water is a competitive

market. A firm Alpha Inc. produces packaged

bottles of mineral water with the following

production technology :

q = r(r<,r)= min(Jt ,zJi)

where, q is quantity of water bottles produced in

thousands, I and k are labour and capital inputs

respectively.

(i) Write the equation of long run cost function

for the firm.

(ii) Write the equation of long run supply curve

of the firm.

(iii) If the firm sales each bottle at market )
price of (20, pays rent on capital, v : t0.l

per unit of capital and wage rate, w : {0.4

per unit of labour, calculate equilibrium

capital and labour demand and total output

of the firm.

wd 'x

?uR e

u =r(x,y)=zoG+y

otr 'y' orrw: #c aii 3rq qq$ qt

(i) T6 "fi fr er i fu v( q*an sT-& stTdr

d qrqrr* d 5rr etfr *?

(ir) wr i qffi il+86 +?

(iii) qR #e d frc( (Pr) <s vfr tor€ *t 3[q

qqon fr frrd (Pr) il efr Eor{ *, fr ffie
+ fts Ga qir trflgl

(a) A consumer equally prefers 2 cans of Coke or

one bottle of Pepsi and has {120 to spend on

these two goods.

(i) Represent the consumer's preferences with

appropriate utility function and draw the

demand curve for Coke.
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(ii) Find the optimal consumption bundle chosen

by the consumer when a can of Coke costs

?5 and a Pepsi bottle costs ?8 in the

market.

(iii) If the price of the Pepsi bottle rises ro )
T 12, calculate the price effect, substitution

effect and income effect of rise in price

on Pepsi consumption.

(b) A farmer produces 6 quintals of wheat and 4
quintals of potatoes annually. He consumes both

the goods and his preferences over these two goods

are described through a utility function,

15

substitution (RTS) is unambiguously diminishing for

the following production function:

Q : 15 K2L2 + KrLl (e+6)

)
(q-) ftqfrtuf, Eflr<q Fili + t e-+6 + fts, m +

eRFd 3fu eftenr{ *+ (o)ol ftfiur d&qr

t//2

(i) a=
ll

K2 +LI

(iD Q : AKaLr .,

(iii)Q 16K: ' L:,8KI

U = f (w,p) = w8p8

(i) Find his optimal consumption of wheat and

potatoes if the market prices of Wheat (p*)

and Potatoes (Pn) are 11200 per quintal

and t600 per quintal respectively.

(re) no-fi-sl cRrqr{ d ffid rt (RTS * ws d
qnrff€ qrcqr dfrS *r {+flrd q-*, * sr6ri * frq
Eq+ frFdrli d sq dfrqr E-{Sc +fls'futftd
*f6q fr6+ frc' il*-ffi qR-er$T d trqn cr

(ildc{ ) ffift{d senfi Ee{r< * fts Hq sc

t qc * {& *,

5l
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(r+) ?furr wr ii .lcgffi ertcs d rarrfl t q'q dfrs

ft tfrIr fr wr*fr sHkmetr n trm qfunq EfrRql

o-rft *r

PART _ B

(a) For each of the following production functions,

determine their returns to scale and elasticity of

substitution (o).

(iD If the price of potatoes (Pe) rises to {900

per quintal and ofwheat remains unchanged,

calculate price effect, substitution effect,

ordinary incorne effect and endowment

income effect of rise in potato prices on

its consumption by the farmer. (9+6)

(u') c6 lrq+€r 6t6 * z *t qr M d c-+' d-+o wr<

w t qtre q'mr * *t l,t aif qRst qr €d q-,(+

+ frs u{r+ crt 20 lr

iil uvutwr d f< et{drfr * 3cgffi 3q+Frdi

qc+ * qrtrc t Frfr'd dfrs ott{ 6t+- + Rs

qrrr ffi 1++r

(ii) Bqli-ffr Er{ 3+.rs Eqaq oqrfur Esm 6,r rdr

fr{Trg tsiI qrqR + +.F. fr Vm *< w {FI <s

str i€ d *tra qr av {e *r

(iiD qR i€ stild q,rTq ir.atm <12 d smr *, d

M + 3c+T qt {s gk * *tt vqrq,

cfterc-{ vrrre *r slq }aIrE d rrur+ dftqt
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(ii)Q:AKaLro

(iii) Q : 16 K2 + L2 + 8 KL

(b) Explain the reasons for diminishing marginal rate

of technical substitution (RTS) and its implication

for the shape of the isoquants. Determine the in

put limits for which marginal rate of technical
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B,

u = f (R,FH )= (FI

(i) it + BrFR={d ncrtrr ss-d * fift={frar rrge
q1 wnr dksr

(ii) r(+ mlfut ffiqq d rrunr dfrqr

(iii) qR {6 srqr fty.rs y++- ii-d{ * o-etm + frq

ao *e * fffrqq qr srd fr{r GQ-{ F+-fr *, +
qs ft-tr+ &cr r{ttfr? qa rc* fts fr-d-{r

WarT otff?
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U = f (w,p) = w8p8

(i) qR +q (p_) efu drg. (pr) * qrvR Tq swr.

<rzoo cfr ftd-f, sii <ooo yfr Hia *, A
fr-ff{ EriI ftv w n-q 3I}{: arq q.r rv+r ovrilrr

are dftqr

(ii) ctr erqsr {€ (Po) ir.d-.F{ teoo ffi ffiaq 3

urar * srt i.(mr 1a avffir rt.tr *, d a,q.

+1ugkqT ft-smEnr=-cSsc+{rc{+w )

yqre, sfrenr{ yqFr, qI?,Ir(!T BIrc a.tlrs *t

Gte lrrq sqrs d Turqr Efffrqr
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dollar per kilogram. The probability of sun is three-

fourth, and the probability of a hurricane is one-

fourth. Marry's indifference curves are given by

the following lormula:

u =f (Fs,FH)= (Frr

(i) Calculate certainty equivalent of Merry's

uncertain consumption bundle.

(ii) Calculate her risk premium.

(iii) If she can purchase flood insurance for a

premium of 40 cents for each dollar of

promised benefit. How much insurance will

she purchase? What will she pay for it?

(iv) Calculate the value of insurance

(b) What is hedging? Explain with the help of

appropriate diagram that strategy of hedging

ensures better outcome under uncertainties.

(9+6)

(a) Jatin's income in the current period is {10,000

and it will be t20,000 in the next period. He spends

his entire income on consumption of goods in both

the periods. The inter-temporal preferences of

consumption in the current and future periods are

described through the utility function, U: f(cl, c2)

: min(2c,, cr). Where, C, and C, are the units of

consumption in the current and future periods

respectively.

(i) Find Jatin's optimal consumption units in

each period, if he can borrow or lend at l0

percent interest rate. State whether this

person is net borrower or net lender in the

current period? Assume prices in the

current and future periods, Pr : P: : 1..

(iD lf the interest rate rises to l5 percent, find

his new optimal consumption units in each

period. Calculate the price effect, substitution

effect, ordinary income effect and endowment

income effect of rise in interest rate on his

current consumption?
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(iii) Is there any welfare effect of change in

interest rate in part (ii) above for this

consumer? Give appropriate explanation.

(b) Why overtime wage hike rather than general wage

hike is a certain way to increase labour supply? )
Explain with the help of appropriate diagram.

(9+6)

(o.) a-&r+ s-c& + vR'{d B{Fr r lo,ooo i sfu qBq +
ws& q T6 I 2o,ooo *rftr qa i{Tft $ iirc ffi-
3i-cErd q qtgst + sert{ w €{ 6'.dr *r vk< d
Tdcr< i+r qRq d s-qE t gqftT + ird{-srfuo
qiq-dT;i ol wqlFr-ar sffir, U : f(c, c2) =

min(2c,, cr) d wtzt t qffi frqr rrcr +, wd, Cr

*t c, owr: Tdqr iii lrBq fr s{-sfu i svftr m

sorsd *r

(i) c-+6 Bi-sfu + dfu{ * csilc aq*lT Efirgzi

an dftq, qR qk lo cRrr< ens ?( qr 3rrr

i r+m B qr sqr t t.+or *r a-drs fr wr qe

11

qk dqTT Br-{E + iuardf qr aqEr.n B?

{dcm ilh qRq + ii-{E t frn+ d p, : p,

: lcl{tt

(ii) qE anq q( ls qfr{Rr ir6 {d vrft *, A e-+6

ircfu + vcfr rS C€-dc aq+rr E6rgd Hrd

dRqr rdqrriq$rr .rr qrcr (r + gtr + 1a
yrrn, gfrelFr{ crirs, IIItIRUI firc cqrs *r
\'&+c am yrne fr rrurnr *frs ?

(iii) uctft qrrr (ii) { qrw rt + Ek + cfuTrc

srq vc* Td+qr + wr qRs-d{ i{rdr *? 3fuf,

rq*+rur fffrqr

(re) qrflq c-s$ EE * q-qrq *+tert{ ru-g gA, *r
o,l{ffi sqr+ sr v6 fifdf, <t-6r d *? sFdd E-d

d wrrzr<r t qq-srtr

(a) Merry can spend $500 to buy food if it's sunny

but will lose $400 if there's a hurricane (due to

property losses from flooding). Food costs one
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