S.YB.A.

=

I

!

.“,

1\ 0

I
"‘“}‘

== -_—— ==
—— = =
| << =

f&
fi

A

L

Strictly as per new Revised Syllabus
with effect from the Academic Year 2017-2018

Economics - I1I

(Microeconomics)

Dr. Nirmala Pawar Rahul Dandekar

Important Feature of the Book
» Model Question Paper as per examination Pattern.




Economics - IT

(Mlcroeconomic%mmgn CoPY FOP
\

REVIEW #

S.Y.B.A.
RECOMMENDATION

Semester - |||

Dr. Nirmala Pawar

Ph.D., M.A,, MBA.

Assistant Professor,

Department of Economics,

Bhavan's College, Andheri West, Mumbai 400058

Mr. Rahul Dandekar

M.A., M.Ed., PGDME, NET & SET (Economics), NET & SET (Education)
Assistant Professor,

Department of Economics,
SES's L.S. Raheja College of Arts and Commerce, Santacruz, West, Mumbai 400054

m .
RBAESA Price T 90/-
“ = ' | | !
LEGE OF

’ G g \ I I
ld ol Publications A
www.idolpubiications. com SA |

. = =
/

(Book Code : BAE11A (New Book Code : RBAESA))



Economics — 11
(Microeconomics)
Dr. Nirmala Pawar

Mr. Rahul Dandekar

(S.Y.B.A. University of Mumbal) . b oduced, copied,
' : erved. No part of this publication may be reproduced, copied, or
Q by Author. All rights reserve pa in any form or by any means, including

’ ! mm'._dis"jb‘j[cd or tmnsmittcd . . ) ..
re{ievall $ysten), - distrib hanical methods, without the prior written permission

Copyright
og':" S
stored’ i A
photocopy, recqading,:or pthier electronic or mec

of@;p@thhhfﬁ.i AN N TG

t
This?boﬁ is sold subject to the condition that it shal
resold, hired out, or otherwise
binding or cover other than whic
condition being imposed on the subsequ

reserved above.

[ not, by the way of trade or otherwise, be lent,
circulated without the publisher’s prior written consent in any form of
thout a similar condition including this

h it is published and wi : .
ent purchaser and without limiting the rights under copyright

First Printed in India : June 2017
First Edition : September 2019

dives, Nepal, Pakistan, Sri Lanka and

This edition is for sale in India, Bangladesh, Bhutan, Mal
this book outside of these countries is

designated countries in South-East Asia. Sale and purchase of
unauthorized by the publisher.

Printed at : 37/2, Ashtvinayak Industrial Estate, Near Pari Company,
Narhe, Pune, Maharashtra State India, Pune —411041

ISBN  978-93-88480-40-6

Published by

Idol Publications
Head Office:  Flat No. 107/108, 631/632, Shan Bramha Complex, Appa Balwant Chowk,
Near Dagdusheth Ganpati Mandir, Budhwar Peth, Pune - 02

Mobile No : 9823394971, 7620487568, 9823512234, 8097571421
Email : idol.books@gmail.com, Website : www.idolpublication.com

(FID : OBAE11) (New Book Cods : RBAES8A)

B
(Book Code : BAE]1A (New Book Code : RBAESA))




@S.Y.B.A (Sem.-Ill) Microeconomics - || 1

E"\N‘\’i‘:’-fRi.\\‘\\\\‘:\"z‘.‘&:w-‘\n\s R s R e s cpsrpv g ——
3 SERRRR L SRR iy - . ”
Gh P 2 Y ' e ] LCR T 28 riii e i = ; Ly Vi
; ﬂp i G EIRE 5 ek A N PR L AR o B y St by b i g ok ik 91. 7
) " » L 3 e RN R A R RS RS S AR s 3o oA I o a5

PTEET

DR L e S Pl Db it e it -
"I Al el B AU T v, iy 2

R T S RN
f@‘iﬂ;:? g f,,,l-
W 7 %
; I e 7 mn e )

L1  Preferences-Strong  Ordering-Weak Ordering, Completeness- Transitivity-

RALONAL PIOfrCNCES covveuuivivvscisieinnsiiinssisisseesssssasssssssissssssssssssssssssessssssssssssees 1.2
L1.1 . INbroduetion weittissidiindt ailiaiiloii i iiiitomtosssioeer 1.2
L.1.2  Strong Ordering and Weak Ordering...........ccoe.oosivessessrissssosssssesssessees 1.3
1.1.3 Completeness- Transitivity-Rational Preferences ............oooresrosres 1.3
1.1.4... CONCIUSION wuvvrcerissiussnnsscasisssnssonssnssassosssivonsesssssonssafibdiiitiitiatibeereddssondsons 14
1.2 Utility as Representation of Preferences................cooo.oveeveesneessssomesssssesesernne 1.5
121 INEPOQUCHION ...oeceecrrenrenennsessssunmsenseesonmasssasossasassmneriisbosintsissssssscinssmesnsossonions 15
1.2.2 Utility as Representation of Preferences .........cococeveeiorsessssssserssaresessssnsane 1.5
1.2.3  CODNCIUSION .....oceureeeeecrerreeenrreeenssesetrnesssssessissiosesssssbonssssesssssesssnssesessssssesene 1.5
1.3. Indifference Curves And Their Properties ...........cocoeeeeeeeurievemereueiiunrsseseserersesesses 1.5
131 IDETOQUCHION .ovvrverreeneresennreennennnienmessssessssssssssssssssssssssssssssssessebessesssssssssssssesees 15
1.3.2 Assumptions Underlining Indifference Curve Analysis.........ccccceueuuec.. 1.6
1.3.3 Derivation of An Indifference Curve........ MUY+ 111 e 143 A" md RSP R 1.6
0 1.3.4  INdifference Map.......cccocereereererensineieennersisnnssnsssessassssssnesasssassssossasssasssnsions 1.7
1.3.5 Marginal Rate of Substitution MRTS)............ v d0RER LB R 1.8
1.3.6 = Properties of Indifference Curve...................... hncoubend L LSEEL 1.9
1,877 CODCIUSION .....eoeeerreersrencsressunssnscssnssnossesasssssonrsnsiiiobosssiion fnsasontovas s ossant 1.15
1.4. Budget Constraint ............oeeceermriseeeicnnnniieniniismisesisesissmsasisosssssssossessssssssenss 1.16
1.4.1 Introduction :
1.4.2 = Definition......ccccoivrrerirreserresnisisnesnssnsunsesnennssssnssessesessssesaes WLXS
1.4.3;. Example............ttiitsckaninbusant dnnteifiZalin
1.4.4  ExXplanation ...,
1.45. Slope'of the Budget Constraint (Line).........civiuucereseecsisassisisesiosesesasions 1.17
. 146  Shifting of Budget conStraint / Hne .......o.vevovrvrssissin ciereeininn 118



.............................................. N
1.4.7 Conclusion e T L P
'8 EQUILLDTTUI cerees e,
1.5. Utility Maximisation md Qo eR e BT s Ly
v e ) l'l
1.5.1 Introductionu.ese=s T 9
L5 Conditions for the Conswmers EAEEmr e, Lyg
- 13 Ui svessseisesnanesnensnssss st snsss s s s a st e, 1'
1.5.3 Consumer’s Equilibrium 1y
5. e il
1.5.4 Explanation ..o y
o ssseesssasesesaasssssssaRanEn SIS, 1'2)
1.5.5 Conclusion ..coieseessersss:
: ' T O v
1.6. Income Effect, Substitution Effect and Pr1 1y
- S sessssssssusssesnrssreasarsRTenInitiscsiiecticetse,, ALITTIVSN 12
1.6.1 Introduction ......c.ceeceeeesse: |
. RSP P RN T L L L L 1.2
1.6.2 Income Effect ..........e PRI Late 1
o eeressesssesssesssessressesesateetesse s et 1
1.6.3 Substitution Effect.......cccoessceceeee | »
A A AT SRR PP P 1
1.6.4 Price Effect ....ccomneeerseansesucscsninces 7
[SSTUTRT N TURTRT UM .+ 1.+ 63 LR o | L
1.6.5 Conclusion.........cceeees SRR _ %
foains. ok 1113158 41 6 508 FRC Ta o Tt 42 PR A URRRL VAN 19
1.7. Derivation of demand CUIVe.......cocivsueusacasuanes %
] SABETT A ANEy Tt {o WST. R 251 O L
1.7.1 Introduction.........ccccoeersueirniines Xeamas %
1.7.2 Derivation of demand CUIVe........cccoessssersursunsarsnnssanioninnss Stk I 1%
1.7.3 Conclusion... A b s e s L 19
' 0 reabodie 3
2.1  Production FUNCEION.....c.cccvteviierereerienieresseesssessesnesseesasessssssesssnssssensensesssssnes 2
- 2.1.1. The Concept of Production...........ccoevererrvesreesseescnnnnns ALTER LTI 23
2.1.2  Production FUNCEON .....cevevveveeeeereereeeeeseesieeeeeeessssesooesssna TR AT A 24
4
2.1.3 . Examples s s e

2.14 Technically Efficient Method of Production ..
2.1.5. Conclusion

ooooooooooooooooooooooooooooooooooooooooooooooooooooooo

2.2 * Cobb-Douglas Production Function'

®8sscccnsesrisssnssssscscscaces

oer’
woot
seet
........
-----------------------------------------------------------------------------



E— —

@ S.Y.B.A (Sem.-Ill) Microeconomics - Il 3 ». == INdeX
M

2.3

24

2.5

2.2.2 Mathematical Form of Cobb-Douglas Production Function .................. 2.5
2.2.3. Properties of Cobb-Douglas Production Function............... o, SR 2.6
2.2.4.  Merits of Cobb-Douglas Production FUNCEON ..............eesseesmesessssseseseee 2.7
2.2.5. Demerits of Cobb-Douglas Production Function................oooevvveevrvenn.. 2.7
226 Conclusion ..........cooevververrerrerrann., O R Dok o B i e R B e 2.8
Iso-quants, their Properties and MRTS...............ooveeeemeeroissssreeessssseessssssssssion 2.8
2.3.1  Introduction...........cccvuveeveeevessrenrersseissiseesssssissons PR A AR v Ropien ol o W 2.8
2.3.2  Derivation of ISO-QUANL .........oo.eeevvererivesssssseesssssssesssssssssssssssssessssssssess 2.8
2.3.3  IS0-quAnt Map ... e evvossbesses 2.9
2.3.4 Marginal Rate of Technical Substitution (MRTS) «..cevveeeveereerrrrennn, 2.9
2.3.5 Types of Iso-quant.............c.co.lvsoeeerueuiio. s P 5 A bR 2.11
2.3.6  Properties of Iso-quants .................. T e e A 2.13
2.3.7  Conclusion .......cccesnsivunne.. EHEnR @Y RN Lazidisied Ll 2.19
Short-run and Long-run returns to scale................. SRS W I Tt S S 2.20
2.4.1 - Introduction ..........iiiiiisiiivanens 52 BR0G DI Sz Gl B L 2.20
2.4.2 Law of Variable Proportions/Diminishing Returns............... it 2.20
- 2.4.3 Laws of Returns to scale............... {EIIGMDTN DR TE0 A LRI 2.24
2.4.4  Conclusion ......icusiveeernninns SRR piei e e el oty 908 2.26
IS0-COSt CUIVES.....c.oiiiiueeinciecnneessenenisstiiat restsnesionssesesnsnssssdl ;}. ....... DN 2.27
2.5.1 Introduction .............. isiiesse Siasidnesiiis e ;«.ﬁ?ﬁbﬁ%ﬁf ;Z ... 2.27
2.5.2 Definition .........ivwweeeeeeee sibtssitein i e sdgadi anN 2;:‘3?:3?% ..... 2.27
92.5.3 EXAMPIE ..oovvrrmrrrnrnienssesissssionsssssiie . el 2lpe )0 roivpaed 2.27
2.5.4  Explanation ... L AR L ane L Lk 2.28
2.5.5 Slopeof Iso-cost Curves (Lines).........ccceerrrrereerererereercnsenenens e 2.28
'2.5.6 Shifting of Iso-cost Curve ................. S e m i R 2.29

D.5.T  CONCIUSION ......eeveeeereereeeeeteecectestcneseesesesseescessessssssssensesessensesssssms s o 2.30




@.S.Y.B.A (Sem.-Ill) Microeconomics - I 'ﬂde‘(

4

9.6 Cost Minimization and Producer’s BQUIIDIIUIL coocceessessssssssssmininnn 2.3
261  INLroQUCHON cremmssitepssefsssssspppsestsssgsfospossssferssuselobstessevssatasenssepsivemsasios, 23,
2.6.2 Conditions for the producer’s eqUIliDIIUD. covvrenienisninsninnii 23
2.6.3 Optimal input combination for minimizing Co8Y cccocvvevervvvnnnnn 23]
264  EXPIANALION covvrvvvensiinmsssesssssssssssssssssssssss s s, 239
D 6.5 CONCIUSION 1.vevervrverererssesssssscsosssssssshsssnssssssssssssssanesssssssessasissssssssssnn,,, | 2.39
Derivation of factor demANd CUIVES......cocesueursessassssssssnsassenssssssssssssecsnnnnn,,, | 2.39
2.7.1  INLFOQUCHION wovucvererereusensnsenssssssssssasnassssassasssssssnssssmssssesssssssssssssisemnnnnn,,,,, 2.39
2.7.2 Derivation of factor demand CUIVE ........coceeersencucnsnsmsmsmsacacacscccnsnenn,,,, 2.39
2.7.3 Conclusion L evestsssssessssssssssessssessssSssESSeESeete sttt 2.4

Capter 8+ Various Conespta of onta 111 0 o e 1a37g

2 s i, £ 4

S

3.1 IETOQUCHION «.veeeveeeeeeeeeeseeesesesresssessaesssessssssssssssnsssssasssassssssnsssssssssssssssasssssssssesennn, 32
3.1.1 Total Cost Fixed Cost and Variable Cost .......cccccccereircmerinianennnnnnnn..., 3.2

3.1.2 Total Cost, Average Total Cost......ccceerrreruecessierscnsunsinsunsnnnnenncsnncinnnnen, 34

3.1.3 Private Cost and Social Cost .......c.ceerereruerrerensenseissesseeseeseccnninsscsnsnsssane, 34

3.1.4 Historical Cost and Replacement Cost ......cc.ccccooueriueiiviiniiinnicncininnnnnnns 3.5

3.1.5 Sunk Cost and Incremental Cost .........cccoevvrererernrucncrinecncerinnnrensesrssisnes 3.6

3.1.6 Implicit Costs and EXplicit COStS ......c.cocvurrerurrerrerurcurcrisensennesneenesnsasnsennss 3.6

3.1.7 Accounting Cost and Economic Cost ........cccceerererereeernerueiannsivesssasaessssess 31

3.2 Inter-relationsShip 0f COSES......cccccvrevirrererrereererrerierseseeneeseeseessesessesssesssssssssseasssessss 38
3.3 Behaviour of Costs in the Short - FUN ......c.ecovevevevevevereeeeeeeee s ssssassssaesssesss 3.10
3.4  Behaviour of Costs in the LONg - FUN ......cuueeeeieneeeceeees s eeseessssssesssansssssesssss 3.1
34.1 Long - run Average Cost Curve and Derivation of Long — run Avera

Cost Curve 3.12

3.4.2 Long - run Marginal Cost (LMC) Cun}e | 3.13

3.5 Revenue Concepts 3.13




@S.Y.B.A (Sem.-Ill) Microeconomics - Il 5 Index
ﬁ
3.5.1 Total Revenue (TR) ...occccevmrreirverveeriesnmscsssssssseessnssssssnssssssssssssassssees veens 3.14
3.5.2 Average Revenue (AR) ... Seasis 3.14
3.5.3 Marginal Revenue (MR)........ccccoevvrmrriiisieniinnrssnnnsnsnsnsnensasasassses reeennes 3,14

)

W
4.1 Meaning and features of competitive amrkets ............ccceeevrueennnen. veverereresnenensenenss £.2
4.2 Price equals margiﬁal cost in competitive markets............ccccceveeereierninisenne e 4.3
4.3 Derivation of supply curve in competitive markets.........cc.ccoccrueevvrvvrruerenreeruennen. 44
4.3.1 Derivation of supply curve of @ firm. ..........cccccevverererururreerniesesesrnreceecenes 44
4.3.2 Derivation of supply curve of the industry ..........ceeveeveuscveuersercnrcrnsenne. 4.5
44 Equilibrium of the firm and the industry.........ccccocseverricrrivcnrisirencrcirecenreninenens 4.6
44.1 Equilibrium of thé firm under Total Revenue (TR) and Total
Cost (T'C) approach. .............coeeevueererrrerserernrreseereens ST T. J S 4.6
44.2 Equilibrium of the firm under Marginal Revenue (MR) and Margihal
Cost (MC) @pProach. ........cccccommeuremeersssrnesrsssisnssisssessssesssssssssssssessssessenes 4.7
4.5 Short - run equilibrium under differential cost. ..........ccoerverererrreernecceerercenrenens 411

4.6 Short — run equilibirum of firm and industry in competitive

MATKETE. cecisuesiivnssimnmmmsussisisssssssnsonesnonstnsnanensanassrssessaisanassusnonsssoos hoeoor s resa7s foae o 4.13
4.7 Long - run equilibrium of firm and industry in competitive market. ............. 4. i4
4.8 Consumer's surplus. ................ Seigiedsigiastinnines ............................. 414
4.9 Producer's SUrplus. ........cocevvevcruererccvrennnes veerssesnens N 3 5 1 T T YU S 4.16
4.10 Economic efficiency in competitive markets..........cccooveviieeieeeeeoeeeesieeosessns .4.18

alala)




Best of Idol Publications for S.Y.B.A.(English) Course

History - IT (Landmarks in World
History, 1300 A.D.- 1945 A.D)
Babasaheb Basvant Shyanyakka
Kambale

Kirti M. Doongursee College,

Dadar (W), Mumbai.

Arun Guruprasad Veena Singh

K.V. Pendharkar College of Arts, Science and
Commerce, Dombivali,

History - III (Ancient India from Earliest
Times to 1000 A.D)

Babasaheb Basvant Shyanyakka
Kambale

Kirti M. Doongursee College,

Dadar (W), Mumbai.

Geography - II (An Introduction to
climatology)

Dr. Ajay Kambale

Bhavan's College, Andheri (West), Mumbai.
Dr. Dipesh Karmarkar

Smt. Chandibai Himathmal

Mansukhani College, Ulhasnagar.

Geography III- (Physical geography of
India)

Dr. Ajay Kambale

Bhavan's College, Andheri (West), Mumbai.
Dr. Dipesh Karmarkar

Smt. Chandibai Himathmal

Mansukhani College, Ulhasnagar.

Microeconomics - II

Dr. Nirmala Pawar

Bhavans College , Andheri West, Mumbai.
Rahul Dandekar

SES's L.S. Raheja College of Arts and
Commerce Santacruz (W) Mumbai.

» Economics -

111 (Indian Economy :

Contemporary Concerns)
Dr. Nirmala Pawar
Bhavans College , Andherl West, Mumbal .

Rahul Dandekar
SES's L.S. Raheja College of Arts and

Commerce Santacruz (W)Mumbai .

Politics - I1 (Political Theory)
Dr. Harshad Bhosale

Kirti M. Doongursee College,
Dadar (W), Mumbal.

Politics - 111 (Public Administration)
Sanjay Patil

University of Mumbai, Vidyanagari,
Santacruz (E), Mumbai.

Neetin Sonawane

Abhinav College of Arts, Commerce and
Science, Bhayandar (E), Thane.

Dr. Chandrasheel Tambe

Smt. C.H.M. College, Ulhasnagar, Thane.

English - II(Indian Literature in English)
Dr. Narayan Rao
Bhavans College , Andheri West, Mumbai.

English - III (American Literature)
Dr. Narayan Rao
Bhavans College , Andheri West, Mumbai.

—, Head Office : Shop No.107/108, 631/632, Shan Bramha Complex,

Publications | 350292992 / 9657984370. Email : idol.books@gmail.com

Distributors

A | l d 6 I. Appa Balwant Chowk,Near Dagdusheth Ganpati Mandir, Budhwar Peth
= Pune - 411002. Mobile No : 9823512234 / 8097571421 / 9823394971 ; |l || |l
93881480406

Bharat Sales Agency o
T.1(022) 23819359, 86572 92797 | prcet 0y

BAESA

AT

!

|

| Student’s Agencies (1) Pvt. Ltd.

‘ T. : (022) 40496161, 91672 90777

For Library Orders Contact - Ved Book Distributors M : 80975 71421/ 92208 77214

Vidyarthi Sales Agencles
T.:(022) 23867279, 98197 76110

| Like us at : f /idolpublications | Website : www.idolpublications.com
.




id ol Publications‘J

1st Moor, Appa Balwant Chowk,
h. 9823394971, 9284677362

Fiat No. 107/108, 631/632, Shan Bramha Complex,
Near Dagdusheth Ganpati Mandir, Budhwar Peth, Pune-02. T
Webslte : www.ldolpublication.com

Datc : 28.6.202]

T WHOM IT MAY CONCERN
A. M.Ed., PGDME, NET & SET (Economics), NET & SET

(Education) Assistant Professor, Department of Economics, SES's L.S. Rahcja College of Arts n:d Sg:'m'c'r'c;
Santacruz, West, Mumbai 400054, has written the following books for FYBA (SEM. 1& I1) & SYBA (SEM- o
IV) which was published by Idol Publication, Fune, (National Level Publisher) in the year 2019-2021, as per

Syllabus of University of Mumbai.
]
Course, Semester and Title Details of The Chapters I1SBN Number

This is to certify that Mr. Rahul Dandekar M.

Sr. No. | Moath And
Year of The Book
1. | June, 2020 F.Y.B.A. Semester [ Chapter 4 : Module 4 978-93-5077-033-7
Microeconomics - 1
2 June, 2020 F.Y.B.A. Semester IT Chapter 1 : Module 1 978-93-87235-82-3
Microeconomics - I
3. | June, 2020 S.Y.B.A. Semester I Chapter 3 : Module 3 978-93-91695-00-2
Macroeconomics I
4. | June, 2019 S.Y.B.A. Semester I Chapter 1 : Module 1 978-93-88480-40-6
Economics IT Chapter 2 :Module 2
Microeconomics
5. | November, S.Y.B.A. Semester IV Chapter 1 : Module 1 978-93-88480-50-5
2019 Economics I Macroeconomics Chapter 3 : Module 3
This certificate is issued on the request of Mr. Rahul Dandekar for the purpose of CAS.
For Idol Publications
2 /‘/"' Ty
. (W<l
=y
4
/N
Authorized Signatory

IDOL PUBLICATIONS




