Q.1

Q.2

Q.3

Q.4

Q5

70889

(A)

(B)

Paper / Subject Code: 24524 / Economics: Advanced Micro Economics|i|

[Time: 3 Hrs]

Please check whether you have got the right question paper.

[ Marks:100 ]

N.B: 1. All questions are compulsory. Attempt Sub question (A) or (B) of Question no. 5

2. Figures to the right indicate full marks.

3. Students answering in the regional language should refer in case of doubt to the

main text of the paper in English.

Answer any two questions of the following:
a. Explain the concept of general equilibrium.
b. What are the marginal conditions for pareto optimal resource allocation?
c. Explain Arrow’s impossibility theorem.
Answer any two questions of the following:
a. Explain the measurement of monopoly power.
b. Explain the equilibrium under discriminating monopoly.
c. Discuss long run equilibrium of a firm under monopolistic competition.
Answer any two questions of the following:
a. Explain Cournot’s model of oligopoly.
b. Explain Nash equilibrium and dominant strategy under oligopoly market.
c. Discuss the concept of Prisoner’s dilemma in Game theory.
Answer any two questions of the following:
a. Explain the problem of moral hazard.
b. Discuss the concept of principal-agent problem.
c. Explain Asymmetric information and market for lemons.
Write short notes on any two of the following.
a. Walrasian equilibrium in production and exchange
b. Features of Monopolistic Competition
c. Characteristics of oligopoly market
d. Economics of search and search cost
(OR)
Select an appropriate option for the following.
1. Which assumption is NOT part of the Walrasian model?
a) Perfect competition
b) Complete markets
¢) Increasing returns to scale
d) Rational agents

2. In a two-good economy, an equilibrium occurs when:
a) Marginal utility is equal for both goods

b) Marginal rate of substitution equals the price ratio

¢) Production is maximized for one good

d) Demand exceeds supply

3. A Pareto optimal allocation is one where:

a) Everyone receives equal resources

b) No one can be made better off without making someone worse off
c) Total utility is maximized

d) All goods are distributed equally
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4. Under perfect competition, Pareto optimality is achieved because:
a) Firms maximize profits

b) Prices are regulated by the government

c¢) Resources are allocated efficiently through market prices

d) Consumers have identical preferences

5. The core of a general equilibrium refers to:
a) The set of feasible allocations

b) The set of Pareto optimal allocations

c) The price-taking behaviour of consumers
d) The monopoly equilibrium

6. Monopolies can arise due to:

a) Government regulation and patents
b) Free entry of firms

c¢) Low fixed costs of production

d) Presence of substitutes

7. Price discrimination occurs when:

a) A firm charges the same price to all consumers

b) A firm charges different prices for the same good or service to different consumers
c) Different firms charge the same price for their products

d) Firms offer discounts based on purchase volume

8. Which of the following is an example of second-degree price discrimination?
a) Student discounts

b) Bulk pricing discounts

c) Personalized pricing based on consumer history

d) Flat pricing for all products

9. Under third-degree price discrimination, a monopolist allocates output so that:
a) Marginal cost equals price in all markets

b) Marginal revenue equals marginal cost in each market

c) Demand elasticity is equal in all markets

d) Total revenue is minimized

10. Chamberlin’s model of monopolistic competition suggests:

a) Firms in the market earn long-run economic profits

b) The market achieves allocative efficiency

c¢) Firms face downward-sloping demand curves due to product differentiation
d) Firms have no control over pricing

11. In the Cournot model, each firm maximizes its profit by assuming:
a) Its competitors’ output levels are fixed

b) Its competitors will adjust prices to match

c) Demand is perfectly elastic

d) Marginal cost is constant

12. Which of the following is typical of an oligopolistic market?
a) Homogeneous products only

b) Perfect information

¢) Interdependence among firms

d) No government intervention
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13. In the Sweezy model, the demand curve is kinked because:
a) Firms follow price increases but not price cuts

b) Firms follow price cuts but not price increases

¢) Demand elasticity is constant

d) Firms always collude

14. A collusive oligopoly involves:

a) Firms competing independently

b) Firms coordinating decisions to maximize joint profits
¢) A monopoly created by government intervention

d) Price leadership by a dominant firm

15. Barometric price leadership involves:

a) The largest firm acting as the leader

b) A firm with superior forecasting setting prices
¢) Government intervention in price setting

d) Price leadership alternating between firms

16. Asymmetric information occurs when:

a) Both buyers and sellers have equal information

b) One party in a transaction has more or better information than the other
¢) Markets achieve equilibrium without intervention

d) Information is costly but equally distributed

17. In a market for used cars, adverse selection occurs when:
a) Only buyers have perfect information about car quality

b) High-quality cars leave the market, leaving only "lemons"
c) Prices rise to accommodate better quality

d) Sellers disclose all information about their products

18. A risk-averse individual prefers:

a) A certain outcome over a risky one with the same expected value
b) Risky investments with high potential returns

¢) Situations with unknown probabilities

d) No variation in outcomes

19. Which of the following is an example of market signaling?

a) Employers using educational qualifications as a proxy for ability
b) Buyers negotiating for discounts

c) Sellers hiding defects in products

d) Firms colluding to fix prices

20. Adverse selection refers to:

a) The process where buyers prefer low-quality goods

b) The tendency for markets to attract higher-risk participants due to asymmetric information
c) Sellers offering discounts to buyers

d) The inability to differentiate products based on quality
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