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ADVANCED MICRO ECONOMIC ANALYSIS

Course Objectives:

The course will cover advanced topics in micro economics where,
studentswilllearnaboututilityandproductionfunctions, market models,
gametheory,and welfare economics.

Course Learning Outcomes:

Upon completion of this course, student shall be able

To achieve the following outcomes:

CO1: Explain advanced concepts and theories related to

consumerbehaviour, Indifference Curves, risk and uncertainty

CO2: Analyse advanced conceptsand theories of production and distinguish

between different production functions

CO3:Explain different collusive and non-collusive market

models.

CO4: Examine advanced concepts and theories related to

distribution

COb5:Analy sevarious concepts and theories of equilibrium and

Unitl:
[ ]

Unit2:

welfare.

Consumers Behaviour

Utility Functions: Directand Indirect
IndifferenceCurvesAnalysis:Incomeandsubstitutioneffects,Slutsky Theore
m, Hicksian Compensated Demand Curve

Revealed Preference Theory

Risk and Inter-temporal choice; Decision making under uncertainty:
Expected Utility Theory and Prospective Utility Theory in brief

Production
ProductionFunctions:Cobb-Douglus,CES,LeontiefandVVESproductionfunctions
Isoquants, RidgeL.ines, Isocosts ,Least costcombination of inputs
TechnologicalProgressandtheProduction function
ModernTheoryofCosts:Saucershaped,L-shapedandInverted‘J’shapedcost



curves, ; Multi-production firm.

Market
Non-collusiveOligopolyMarketModels:CournotModel,ChamberlinModels
CollusiveOligopolyMarketModels:Cartels,Mergers,Price Leadership
BasicGameTheory: PrisonersDilemmaandNon-CooperativeGames
Managerial Firm Model: Baumol’s Sales Revenue Maximization and
Marris’ Growth Maximisation

Distribution

PricingofFactorsunderPerfectCompetitionMarket
PricingofFactorsunderimperfectCompetitionMarket
Euler’sTheoremandProductExhaustionProblem;Hicks-
SamuelsonSolutionto Product Exhaustion Problem in brief

Pricing of Fixed Factors; Backward Bending Labour Supply Curve,
Efficiency WageModel.

GeneralEquilibriumandWelfare Economics

ConceptsofPartialand General Equilibriums; ParetoOptimality; Market

Failures and Externalities

Fundamental Theorem of Welfare: Social Welfare Function,
Kaldor-Hicks Compensation Principle

TheoryofSecondBest: Arrow’sImpossibilityTheoremin brief

AdverseSelectionandMoralHazard.
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SuggestedActivities:

Unitl:Surveytounderstandconsumerpreferencesandattitudestowardsrisk,andana

lyse the results using expected utility theory.

Unit2:Competitionsindiagrammaticexplanationofproductionfunctionsandcostcur



ves Unit 3: Seminars on different market models
Unit4:Quiztestingtheconceptualunderstandingofthestudentsrelatingtopricing
of factors.
Unit5: Agroupdebateonthebenefitsanddrawbacksofgovernmentinterventioninmark
ets, and analyze the arguments using the concepts of market failures,
externalities, and Pareto optimality.



