
 

COURSE TITLE Principles of Microeconomics and its Applications 2 

Course Learning Outcomes: 

On successful completion of the course students will be able to: 

1. Understand the theories which is the basis  for the operation of a firm 

2. Evaluate the criteria of welfare in an economy and interpret the welfare aspect in different economies 

3. Determine the criteria for assessment of factor income in an economy 

4. Develop an understanding of interpretation of risk from an individual perspective 

Gist of this course in 

maximum 3 to 4 lines 

The course helps to elucidate the  application of theories to real world situations. 

Students are able to develop  economic reasoning for undertaking  rational 

decisions. 

Unit CONTENTS OF THE COURSE 
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2. 

Theories of the Firm  

1.1 Profit Maximization Theory 

1.2 Hall & Hitch report , Full cost Pricing Rule 

1.3 Simon’s Satisficing Theory 

1.4 Behavioural Theory of Cyert& March  

1.5 Williamsons Managerial Discretion Model 

1.6 Growth Maximization Model of Marris 

1.7 Baumols Sales maximization Model 

1.8 Bain’s & Silos- Labini’s Limit Pricing Theory 

1.9 Pricing of Public Undertakings 

Case Study:  Fares in Indian Railways 

Welfare Economics 

2.1 Pigovian Welfare Economics 

2.2 Pareto Optimal Conditions 

2.3 Compensation Criteria- Hicks, Kaldor and Scitovsky 

2.4 Social Welfare Function 

2.5 Arrow’s Impossibility Theorem 

2.6 Rawl’s Theory of Justice 

2.7 Amartya Sen’s Contribution on Welfare Economics 

2.8 Inability to obtain optimum welfare- Market failure 
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3. Theory of Distribution 

3.1 Neo-Classical Approach- Marginal Productivity Theory 

3.2 Price and Employment of Factor Inputs- Competitive Factor market 

3.3 Factor Markets with Monopsony Power 

3.4 Factor Markets with Monopoly Power 

Cast Study: Taking on Taboos that keep Women out of India’s Workforce 

16 

4. Economics of Risk and Uncertainty 

4.1 Individual Behaviour towards Risk 

4.2 Risk Preference and Expected Utility 

4.3 Risk and Risk Aversion, Measures to Reduce Risk 

4.4 Insurance- Risk Pooling, Risk Spreading, Risk Sharing 

4.5 Game Theory 

4.6 Market with Asymmetric Information 

14 

 Total Number of Lectures 60 

Teaching 

Methodology : 

1. Lecture  

2.Class Discussions and Presentations 

3. Case Study 

4. Articles/Research paper 

5. Audio-Visual  

Projects / Field work as part of continuous assessment: CMIE  

Topic: Correlation between two economic variables, selected from CMIE Database 

Objectives: Application of Statistical understanding 

Learning Outcomes: Student learns data analysis 

                                     Interpretation of data 
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