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WEST BENGAL STATE UNIVERSITY 
,3/2 B.A./B.Sc. Honours 3rd Semester Examination, 2019 

ECOACOROST-EcONOMICs (CC5) 

Full Marks: 50 Time Allotted: 2 Hours 

The figures in the margin indicate full marks. 

Candidates should answer in their own words 
and adhere to the word limit as practicable. 

All symbols are of usual significance. 

2x5 10 1. Answer any five questions from the following: 

(a) A risk-averse person is offered a choice between a gamble paying Rs 1,000 with 

probability 0.25 and Rs 100 with a probability of 0.75 or a certain payment of 
Rs 325. Which would he choose? 

0.75 7T9TATR 100 BT ATERAI SUDCE foA 325 BI Afs iTI m R e 
A ? 

(b) What is natural monopoly? 

(c) What do you mean by perfect price discrimination? 

(d) Show that under price discrimination, monopoly price is lower in the market with 
more elastic demand. 

(e) What are the price characteristics of monopolistic competition? 

)What is monopsony? 

(g) What is bundling? 

Bundling TATS A AIt? 
(h) Show that the degree of monopoly power is inversely related to the price 

elasticity of demand. 
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2. Answer any four questions from the following: 5x4 20 

(a) How do you identify a person as risk-averse, risk-neutral or risk lover? 

(b) Derive the short run supply curve of a perfectly competitive firm. 

(c) What is dead weight loss under monopoly? 

d) What is excess capacity of a firm under monopolistic competition? How can 
excess production capacity be decomposed into two parts? 

(e) How can risk be reduced through diversification? 

() Show that a monopolist will produce a smaller output and sell it at a higher price 
than the equivalent competitive industry. 

3 Answer any two questions from the following: 10x2 20 

(a) Using the weak-axiom of Revealed preference theory show that substitution 
effect of price change is always negative. 

(b) Explain the short-run equilibrium in a monopolistic competitive market. 

()Consider a Cobb-Douglas utility function u(G,,42) =4 4 and the budget line of 
the consumer is M = P4 + P242 Derive the demand function for g, and hence 

show that the Cobb-Douglas consumer always spends a fixed fraction of his 
income on each good. 

5+5 

(d) Gi) Does a unique supply curve exist under monopoly? Explain your answer. 5+5 

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