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FOREWORD 
 

    Since its establishment in 1976, Acharya Nagarjuna University has been forging 
ahead in the path of progress and dynamism, offering a variety of courses and research 
contributions. I am extremely happy that by gaining ‘A’ grade from the NAAC in the year 
2016, Acharya Nagarjuna University is offering educational opportunities at the UG, PG 
levels apart from research degrees to students from over 443 affiliated colleges spread 
over the two districts of Guntur and Prakasam. 

 
The University has also started the Centre for Distance Education in 2003-04 with 

the aim of taking higher education to the door step of all the sectors of the society. The 
centre will be a great help to those who cannot join in colleges, those who cannot afford 
the exorbitant fees as regular students, and even to housewives desirous of pursuing 
higher studies. Acharya Nagarjuna University has started offering B.A., and B.Com 
courses at the Degree level and M.A., M.Com., M.Sc., M.B.A., and L.L.M., courses at the 
PG level from the academic year 2003-2004 onwards. 

 
To facilitate easier understanding by students studying through the distance mode, 

these self-instruction materials have been prepared by eminent and experienced teachers. 
The lessons have been drafted with great care and expertise in the stipulated time by these 
teachers. Constructive ideas and scholarly suggestions are welcome from students and 
teachers involved respectively. Such ideas will be incorporated for the greater efficacy of 
this distance mode of education. For clarification of doubts and feedback, weekly classes 
and contact classes will be arranged at the UG and PG levels respectively. 

 
It is my aim that students getting higher education through the Centre for Distance 

Education should improve their qualification, have better employment opportunities and 
in turn be part of country’s progress. It is my fond desire that in the years to come, the 
Centre for Distance Education will go from strength to strength in the form of new 
courses and by catering to larger number of people. My congratulations to all the 
Directors, Academic Coordinators, Editors and Lesson- writers of the Centre who have 
helped in these endeavors. 
 

Prof. P. Raja Sekhar 

  

 

                          Vice-Chancellor  
                 Acharya Nagarjuna University



 

SEMESTER - II 
201EC21: MICRO ECONOMIC THEORY-II 

 

Module 1: Theory of Distribution: 

Neo-classical approach- Marginal Productivity theory; Product exhaustion theorem; 

Elasticity of technical substitution, technical progress and factor shares; Theory of 
distribution in imperfect product and factor markets; Determination of rent, wages, interest 

and profit, macro theories of distribution Ricardian, Marxian, Kalecla and Kaldor’s 

 
Module 2: PRE PARETIAN WELFARE ECONOMICS 

Welfare Economics: Nature and Scope; Economic and General Welfare; Value 

Judgments; Positive Economics and Welfare Economics; Benthamite Approach to Aggregate 

Welfare; Optimum Resource Allocation and Welfare Maximization. 

 
Module 3. GENERAL EQUILIBRIUM THEORY 

Partial and General Equilibrium; Stablity and Uniquences of General Equilibrium; 

Coalitions and Monopolies; The Walrasian General Equilibrium Model; 2x2x2 Graphical 

General Equilibrium Model 

 

Module 4: THE NEO-CLASSICAL (PIGOVIAN) WELFARE ECONOMICS AND 

EXTERNALITIES 

Pigovian Welfare Economics and Externalities – Meaning, Welfare Conditions – 
Externalities between private and social costs and returns; Pigo’s ideal output. 

 
Module 5: NEW WELFARE ECONOMICS 

Introduction; The Optimum Conditions of Exchange; Factor Substitution and Degree 
of Specialization; The Condition of Optimum Factor-Product Utilization; Pareto Optimality 

and Perfect Competition; The Social Welfare Function (Bergson and Sameulson). 
Maximization of Social Welfare; The Theory of second best; Value judgments and welfare 

economics; Arrow's Possibility Theorem; Political aspects of Welfare Economics. 
 

READING LIST 
1. Bronfenbrenner, M. (1979), Income Distribution Theory, Macmillan, London. 

2. Hirshleifer, J. and A. Glazer (1997), Price Theory and Applications, Prentice Hall of 

India, New Delhi. 

3.  Broadway, R.W. and N. Bruce (1984), Welfare Economics, Basil Blackwell, London. 

4. Graff, J. De V. (1957), Theoretical Welfare Economics, Cambridge University Press, 
Cambridge. 

5. Henderson, J.M. and R.E. Quandt (1980), Microeconomic Theory : A Mathematical 
Approach, McGraw Hill, New Delhi. 

6. Da Costa, G.C. (1980), Production, Prices and Distribution, Tata McGraw Hill,
 New Delhi. 

7. Green, H. and V.Walsh (1975), Classical and Neo-Classical Theories of General 

Equilibrium, Oxford University Press, London. 
8. Hansen, B. (1970), A Survey of General Equilibrium Systems, McGraw Hill, New York. 
9. Arrow, K.J. and M.D. Iantrilligator (Eds.) (1981), Handbook of Mathematical 

Economics, Vol.1, North Holland, Amsterdam. 
10. Borch, K.H. (1968), The Economics of Uncertainty, Princeton University Press, 

Princeton. 
11. Diamond and Rothschild (Eds.) (1978), Uncertainty in Economics, Academic Press, New 

York. 
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'X''OX''Y'
'OY'I, I1I2

'X''Y'


'T.C.'(Transformation Line)

'X''Y'
'X''Y'MRT=MSCX/

MSCY'PL' PX / PY

 'E' 'TC'

'TC''OX1'
'X''Y1''Y'
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'E''PL''I1'
'E'MRSXY=PX/PY




PX/PY=MRTXY

MRTXY'Y' (MCY)'X' (MCX)


MTRXY=MCX/MCY = MSCX/MSCY 

MTRXY=PX/PY = MRSXY
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 G.

 J.D.V.

 R.F.PP.

 A.P.

 V.
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AB =~i w Ia., I~. I~ - A dbJ~!rQ~;S ;.s~~w

XY= 'eo~j ;.s~~w

A ~!lr ~o!loQ.)~ OA ~~ A ~~lr X ;.s~~ :!)~~""'~ X ~1~!lJ'>O .:l(!;$)~c~ ~~~. Y ;5:S~
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f_<S15 r~ ~ll)cO;5;s.,:;)o~:.a ~6W"oo~ ~01('j~o"", MRSxyA:::: MRSxyB e~ am~~ ~dSJ"~. Marginal
rate of su~stitution (MRS) eo& Q~Od ~Git~;s '6~. ~a,Gi~;;S ~\'~~~?lr~'~'. 5"1.)~·c;')t.Q;~ef,.~,.R:.~
e~ &~~o ~ MRS"y A =MRSxyB It" Q;$oie.~ £)o~e ;;sg A,B a~~;S ;;S~~el ~®.)oo t..!QO;::>Sz..~t3
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VALUE JUDGEMENTS AND WELFARE ECONOMICS
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KENNTH ARROW'S POSSIBILITY THEOREM
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(Endogenous Growth Theory) 
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M.A DEGREE EXAMIANTIONS, OCTOBER 2021 

Second Semester 

Economics 

Paper-I – MICRO ECONOMIC THEORY - II 

(w.e.f 2010- 2011) 

Time : Three hours                   Maximum : 70 marks 

Answer ALL questions. 

All questions carry equal marks. 

1.  (a) Critically analyse the marginal productivity theory of distribution. 

                          Or 

         (b) State the modern theory of wages. How far is it true to say that the theory of wages is   

                  an application of the general theory of value? 

 2.  (a) What do you understand by Welfare Economics? Distinguish it from Positive  

                   Economics. 

           Or 

       (b) Explain the role of optimum resource allocation and welfare maximization. 

3.   (a) Examine the problem of stability and uniqueness of general equilibrium. 

           Or 

         (b) What are the differences between partial equilibrium and general equilibrium? 

4.      (a) State and explain Pigovian Welfare Economics 

Or 

           (b) Explain briefly the neo-classical theory of Welfare Economics. 

5.        (a) What is Pareto optimality? Explain the conditions for attaining Pareto Optimality. 

Or 

            (b) Describe the Arrow’s impossibility theorem. 
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