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Time Allotted: 2 Hours Full Marks: 50
The figures in the margin indicate full marks. 2Nf& 311 47 312315 e e B
Candidates should answer in their own words AL [H0E SIAT T9Y G AN T
and adhere to the word limit as practicable. Ge7 PR
All symbols are of usual significance.
1. Answer any five questions from the following: 2x5=10
fasfeiie @-cA #isfo eves Ted miee
(a) What is dead-weight loss under monopoly?
GO FRAICI SR S FIF A 9

(b) Suppose an investor is concerned about business choice in which there are three
prospects. The returns and probabilities are furnished below:

RIE, 9FE RN« i [ Fvm e o foat ey s
T | AfSWIH 8 TR AGIRAI A6 e TH—

Return Probability

Rs. 100 0.2
Rs. 50 0.4
Rs. 25 0.4

What is the expected value of return of this uncertain investment?

e Riaeba eenfse ww & ¢
(c) State the weak axiom of revealed preference theory.
(MoATS Zorgd Y3e (weak) FosFa 2

(d) Why supernormal profit cannot exist in long-run for perfectly competitive
market?

94 e AR CFE, AP AOfe I AFTS 2 A & ?

(e) ‘A firm in a perfectly competitive industry does not enjoy any monopoly power’

‘o eifSrafior ATIE @I Teoime 2D GFTHHA I (Ol FA0S 2N w1 — A
e\

(f) What is the shape of a short-run supply curve of a perfectly competitive firm?

45 7SN TR THFE @NELE SIgfe Fme 9

(g) What is normal profit? How it is related to the cost of production?

HOS AP FIE A 2 et IR A @b FoIE 7y 9
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2. Answer any four questions from the following: 5x4 = 2()
fesfefe @-@(al 5136 2ivsa Tea wise
(a) Discuss the concepts of perceived demand curve and proportional demand curve
in monopolistic competitive market,
QI Aforiiergsa AEtaa @wta S bifeuita«l @ arsicaa seMvifa sifzaraera
Nl SEADAT BTl
(b) How do you indentify a person as risk-averse, risk-neutral or risk-lover?

@I et feeira J-faga, yfe-faarss a1 e stwvia@iae bfose Fat 2 o

(¢) What 1s excess capacity of a firm under monopolistic competition? How can

excess production capacity be decomposed into two parts?
G eforiifons AR FRR Tye HNe! FIEF A ¢ 12 Tq@ HelF Fola
LESRAS R R R

(d) Explain the social cost of monopoly.

QI FRANER Afes 3 7 9

(¢) Show the short-run equilibrium of a multiplant monopolist.

@3 “@feE Teoiwa (multiplant) [’EE GFHA FRRITE TFFAN e e
I

3. Answer any two questions from the following: 10x2 =20
fasfeiie @-@ieat 715 2o e we:

(@) Consider a Cobb-Douglas utility function— u(q,, ¢,) = g; qg and the budget line
of the consumer is M = p,q, + p,q, -

Derive the demand function for ¢, and hence show that the Cobb-Douglas
consumer always spends a fixed fraction of income on each good.

@ IRT G FI-TIAR (OIS AT T u(q;, ,) =g g7 GR (SIE AEG @A
TEN M = pg, + p,q,. OFE g, WA SifEw Werws [y F@h @R @le @
F-TSfA (Ol 71 O S @6 (e St &ff Bt ©o) 71 3|

(b) Derive the long-run equilibrium condition of the firm under-perfect competition
by tracing the adjustment process from short-run profit situation.

@ SR T FEFER SR SREE SfRe wie F9rz OF AL SRy
(e FRATTS I F73 9% STB *TSa] feholel Sl

(c) Derive the budget line of an investor facing a choice between a risky asset and a
risk-free asset using standard deviation as a measure of riskiness. Show the
equilibrium of a risk-averse person using indifference curve under the above

situation.

GFew RfFePaR (v WY ¢ JFF W A @ e [ 7@ 3 g
wieE A Ryfors e Afaiers moet €@t 27 ¢ rwe J-Ryd [, = e
= T et o fFdiad $03 ©f fRarers @R AR 1 FE1

(d) Derive the equilibrium of a ‘monopsonist’ assuming perfect competition in the
supply side.
G 7R’ @7 SRE e T — @A @inti-ad AR o efefrorEe
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