
ECO 6r?2: Microeonomtc Th@ry IV
E{ononics Dcputncni
u veAiiy of oitaM

Fintl den
PrcIcsoE: ljtris Hoilc and IU.{ol M6'erte

NB This exam has-J Da6.

Qudtion 1r Duopoly ald same rheory (25 points) co.sidcr im prcduccd wilh
csr tundions o(v,) = r0v, md .?(rt - 100 + 22u, rdDe.livery Densd is siren by
v = !, + !, = 1000 10p. (Note ihat frrm fl. noi idcniical. You slotrld neither asune,
lor expcd ide.ii@.I e'tuilibim otrtcon6 bci*cen thc im ffms )

la) (6 pts) conptrtc thc cotrmotNah oquiliDriuD prjce,quDii
pmdtrcd surplu. (NB Counol mcms tldt 6na .onlpete n' qu.niities

rb) (6 pis) Corpule the Boh&d-Nsh eqnilibim picc qtrmiiii6, coBumcr $wl6
snd producer supl8. (NB Berxrald neus.ompetition in p ces. The to{6t prio ffrn
scls thc whole ndrkct denaml Il Dri.os *e equrl, deF nd is splii equally beiw.cn ihe tm

lc) (6 pts) Conpute ine purect conpctition cquirbnnn pdccs,
plus 6nd poducei surplN (NB MaIe sure to begrn by deffrins preisely vhat n mcmt by

1d) (7 pts) Conpam thc Cotrnot, Bertrand md pcdcct compctition cornFctiiion ouloines
i! !.nN ol scial \rellare md ini

Qnesiion 2, Prodncerihodry (?5 points) A manuleturnrs ftn harrLodu.tion rnnc
tior Q = alt(;, whoe 0 isotrtptrt,, is labor dd ( n capiisl. a c a pdamctcr ihdt
reFresents tota,l l&tor produciivity. Ouipui, t'bor md crpital pric6 rc dcnoicd p, u md
r mpcctivch Thc pDduccr tu asum3l to nd ize Frofits

1a) (e pts) Find ihe ffBt ordd conditions ror pbfit na.inization.
Chen your nNnorder co itions, sbo* ih8t for ioial reratrG io dcccd tobl co*s, il nust
bcth{].Ldn*r+) < 1rnbryrei oln,t I Once iou hsve sel'u p t he nrst{rder ondiiions,
ihis is rry *nishifomad to show in tM or thee lnb. Do nol ai,ie.rp! io €olve qplicit\



for r', /l'and uol c ro drs{. rlLi l
tb) (3 pis) Arn nov or. s$nc dut ,\ = 9 = 0.1. Dcivc tl'c n,Bl Jomard..(lo,L
supplJ i.d profii functions
1c) (l pb)v.Ll'y ibd ih. slen orih.6ri and s..otrd dc|nhtnls oI il,! pmdt lurciion {iin
'c{!( io rho ksc 'r1c u (orsootul |o {l,ar yo( Nn,ld c!!r' INB nr DDr Giily
rhat you Nould clp.d D snnpl. (Ddni. trls )



a) TrD€, Fals€ orUn.ertrin 05 points).
Respond to th€ followins 3 qucsjiotrs, Justit your respom€,

l. w1'en lhe erpeded urility of ! slnble is hisher tbm tbe urility of the expected
value of the gmble, the consumer is consid€red risk lover.

2. The WalEs Low applies to dy price in u cconony as long as the prcfcrcnccs of
the consumers de tmsilire.

l. Allpdelo opdnal alloMlion m in ihc co€ ol rhe econon].

b) Cene4l liquilibnun Problcns, Respond to th€ folloying 3 qn€srioN,(3s

4. (l0poinls). Cohsider a lwo good, one repFsenlalive agetrt ma&et econoDy. The
produclion ol good I is 10. The produclion ofsood 2 is l5 Tne repr€senlalile
agent bds tbe followiq utiliry funclion witb respccl to Cood I and 2ii

u(r,.r,)=t" +{l'", whde ', and r, aE $e consumprion ofsood I lnd sood
2 iespcciivcly ed 0+1<l
(a) Asume rhal rhc i.ome ol lhe repiesenLadve lgenr is M deive lhe

nshallim dcmmd tunclions lor good I and for sood 2.
(b) Assume lhal for $is economy fie equilibium eahrs. C.n we clain ihar rhis

equilibium is lho uiqE?

5. (l0poinls) A$ume an excbanse esonomy compoed of t$ o consmcs ,4 and a.
I n ( i , , . , r h u c r i o n o . c o n . u m e , c h , . {  . ,  )  L  , ,  )  v r , .  r , .  r , . r ' ,

t u ' . , i o n u l \ o n  u m e , B i s U . h , ' . . , 1 = 1 . , ' l  l \ ,  o r a l , n d o i n e '  o r e o o o  I

lnd sood 2 is a=(25,10).
(a) find one optinal Pareto allocalion for lnis exchange econonry.
(b) Illushre de Pddo allocation in m Edgewodh Bor

6. (15 ponxt Asume a Robinsoh Crusoc cconony {nh a Utilny irDction
U"G,n)= (J',t'J, whde r N rhc onsmprion sood dnd n n teisure. Assunre
lhlt tbe lechnoloey used lo producc r is i = t' , where , is labour. Robinson also
tiiccs thc resource constraint, r,{=/.

(!) Find the dendd nucdon for labour.
(b) rind rhe supply ofr.
(c) Find lhe profit tunclion.
(d) lind lhe supply of labou.
(e) Find lhe equ il ibrim prices ol lhis econonr y.
(0 lind lhe equilibrnm qumlities ofr r lnd /-.


