are W,

\.%WWWAVC(Y),@TMW
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Cohs‘ider the Cobb-Douglas. production, function

= f(Xl, X,) = X,2X,12. Assume the input prices
=1 and W, = 2. Here X, is the input 1 and
X, is input 2, Assume the input 2. quantity is fixed i in
the short ruid at X,%= 9. Assume the oytput price is
p =2

Fmd fixed cost FC, the variable cost function VC(y),
the average variable cost function AV C(y), and the

short-run fotal cost finction C5(y). (4+4+3+4)

PTG T Ty =X, X,) = X, /2X,12 W @

L A+ AR B Fe W W, =1 @R W, =2 €
T X, T9e1 % 9 X, T 23w AR B St
¥ gige 2 R A X0 = 9 R fltaw ' B Aw A
& seeye @ p = 2 B

Fftaw @ FC w0 fog, Reda @R we VC(y),

i
ANE G CS(y), | “d
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bl I o (s L G . ' ' (a) Show that if-a + B < 1; the production function
: . . . " ‘has the property of decreasing returns to scale.
1 V- @ fen § R Ry ww-HuiRa wmow s e R N
. - “(b) Show that if o + p = 1, the production function is
S GELIETIC il -« . -
’ y S i " constant returns to Scale.
2. WY QW E, mia‘ammsﬁtmml : | |
, (c) Show that if o+ B > 1, the production function is
3 mm%iﬁwm aﬂtma%ﬁﬁaa‘rmﬁr%m : ' increasing returns-to scale. (5-+5+5)
'aﬁrr\rl . ’ c, 2 ,
) - / L1 IEER By = A, %)= x,% 1P, W TR Sifm s
4. wm:r—qaaﬂw mﬁ%ﬁmﬁaﬁﬁwwﬁﬁm AT o e ok s R
7 TR ST N S— a ’fdﬁ'wm 'lﬂﬁq?ﬁﬁiﬁﬁ?ﬁ{c"{ﬂwl
' ' 1, - - R w, 81 T8 x, TYC 13 3N X, TE 2 BN T4 I
- ‘; AT B RIS IRT B FEd 2l
' PART A (W &) ° ! ' S cs
- . - o ‘E (iﬁ)_ugagﬁqfﬁ?aﬁa+g<.lé,a}m=rwﬁ
I s ,: ‘ ¥ ¥ . i "
1. (a) What hap}gens to the budget lme if the prlce of b 4 ' . Ret & e }R e, :‘IUT B 3

good 2 -increases, but the .price ofgsod 1 rand

(@) uF wuie & ol a+ﬁ—1% A IEMET HoW ol
oy i . « ' ) “ . . WWW&#@W%'

(b).Originally the consumer faces the' budget line : : -
2 T WE‘:QEIIQ Ah, ot > ¥ Joia el .
P.X, + P X, = M, Here P, 1sthepr1ceofgoodL -i "() )Tﬁ??ﬂ%a‘ﬁ 1% o

E ., e W 9ga gon Red BEr 3 ;

income remain constant. a 5) ' -

¥

P, is the prlce of good 2 M is the income, X, is T

-

the quantity of good 1 and X, is the quantlty of ;

7.  (a) What is an Isoquant? Explain with the help of a
+ diagram: - @)

good 2. Then the price of good 1 double, the price
of good 2 becomes 8 times larger, income becomes

4 timies larger. Write down an equation for the Clae s S . r . .
(b) What i§ the condition for profit maximization with

output as the choice variable for thé wcor-ﬁbétiti\'fe
firm? S , (8).

new budget 11ne in ‘térms of the original prlces and
"income. ? ).

et e s s e A .

. _ ’ . P.T.O.
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8. Consider the Cobb-Douglas, production function
= (X, X,) = X,2X,2. Assumme the input prices

are W, = 1 and W, = 2, Here X, is the input 1 and

X, 1s input 2. Assume the input 2 quantity is-fixed in

the short run at X,°= 9. Assume the output price is

p = 2.

»

Flnd fixed cost FC, the variable cost function VC(y),
the average vanable cost function AV C(y), and the

short-run total cost function C5(y). (4+4+3+4)

- T TR W Y =X, X,) = X, 2K, W B
AR T AT T T W, =1 R w, =2 §
T X, T § IR X, T 2 31 7 ARy oty
¥ Tge 2 & W X,0 = 9 W fftaw W} ww ARkl
& smege @ p =2 B

Fffe W FC 7 ofg, Rewqa @ W VC(y),
&@WWWWAVC(Y), sﬂtwﬁrm
mmcs(y)l .
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i PART A (91 @)
1. (a) What happens to the budget line if the price of
good 2 increases,. but the..price of good 1 vand

i < b

income remain constant. ’ (5)

(b) Originally the consuimer faces thé budget line
PX, +P X M Here: P is the price of goodl,

P, is the prlce of good 2 M is the income, X, is

the quantity of good 1 and X, is the quantity of

. good 2. Then the price .of;‘ good_ L -double, the price
of good 2 becomes 8 times larger, ’iilcome'becomes
4 times larger. Write down an equation for the
new budget llne in teérms of the original prlces and

" income. b .- ).

2223 R

(a) Show that if o + B < 1, the production function
" has the property of decreasing returns to scale.

’

o ¢
(b) Show that if o + B =1, the productlon function i is

¥

constant returns to scale

(c) Show that if o + B > 1, the production fuh‘ct_ion is
\' 1ncreasmg Téturns to scale (5+5+5)

P o

Ll GWI?FTW‘y f(xp, %) = X, xzﬁ,mﬁwaﬁmlm
o 'SR B weme Rk $1 W AR BT I w,
’aﬁtw;'%'mﬁxl’gaga@aﬁt;zéagéé%lmm
WA R~ AE IART BT HEd 3

Y -
A

(m)uﬁﬂﬂkﬁﬁﬂﬁa+ﬁ<l%ﬁmw’ﬁ

I ¥ 'y

W ﬁcﬁ%@awuﬁmmmén

(@) o5 woi} & aff o + B =1 B, & I B w
@awmﬁaﬁsﬁ%l

‘._,"(-11)‘ ug-asﬁq«:ﬁtrﬁ o+ B> 1 2, N T T W
o~ . Ed-WR-9gdl g Ret B B .

roe

: o
7. (a) What is an Isoquant? Explain with the help of a
: xdiagram'; P (7

(b) What is the condition for profit max1m1zat10n with
output as the choice variable for thé competltlve

firm? | 8

. , ) | P.T.O.
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& o X, 3R o 2 o W & R X, 31 Sudifer
W V(X,, X,) = 13X, + 13X, ®aR ¥ = 3wn?

(@) TR Bl ST T SRR B UCK,, X,) =
XX, ¥ we X, weg 1w S e ok X, w6

23%%%%?%!3331@%%%‘“%@ 2

aﬁ2‘ﬂ'ﬁﬁfﬁ1ﬁl‘

¥
LI

() ¥ a FEea? Al Wi we X ——P %‘:ﬁ?gaﬂr
A FAE X, = —1/P, ‘%f}ﬁc ﬁ]ﬁﬂﬁr%ﬁv
sﬁtPlﬁqmﬁa‘ﬂﬂa%ﬁq%mﬁwé,iﬁw
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PART B (¥W1 @)
6. Consider the 'prodiction function y % f(x,, %)= %% X,
: ~infn'1t piﬁ’icjes are w, and vx;z Here x1 is the input 1 and

: 1] 1 . 2 . & ? “ o
X, is input 2. This production function is called a Cobb-

Douglas production function.

A W e [ ,
where o and B are positive constants. Assume the .

for

Al

2223 ,' 3

" ¥ (8) If 4, Gonsumer’s net demands dre (5’& —3) ‘and her
,« endowment is (4; 4), what are her gross demands?

Lo )

(=) Wiﬁtmwmj@méqﬁa@za&aﬁﬂaa@
mﬁ%,%ﬁr—raa‘]!ﬁﬁﬁa A s Ro wd®

(@) ww%wﬁwmiﬁwx +P,X, =M &

' mm%nm}) aﬁgmﬂﬁﬂa%Paﬁz
,ﬁ,m%‘,mm%,xlmlﬁw%sﬂzxi
méﬁm%nﬁmlaﬁaﬁma@s‘rm
%aaza?rﬂmsgmaawﬁr% o 4 T
wﬁélwﬁﬂﬁr@m%mﬁﬂémm%
fore v e i) .

(@) aR el s W TE W (5,-8) B ok e
T (4,4) 2, A TER wHw AN ww 7

2. (a) W‘hat is Satiation point or a Bliss point. ()

(b) What is a Utilit}.' funcfion. What do you mean by
positive monotonlc transformation of glven ut111ty

function, explain with example ) ®)

(%) R fig @ s R T A
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(@) SRR wer = S 1 RY T SRR we 9

3. (a) What are the properties of an indifference curve?

(5)

(b) What is the shape of an indifference curve when
two goods are (i) Perfect substitute (ii) Perfect
complements. Explain 'with the help of diagram.

) 6+5)

(F) T ITEAE T D O w4 A T

(@) W'mmmmwsﬁm‘%ma‘rﬁ&
(1)w‘isrﬁwq=r (ii) 9ot @) M@ ST wEEEr ¥
e | , o ,

4, What is the optimal choice for a-consumer in the case
of -

(i) Perfect substitutes
(ii)) Perfect complements
.(iii) Bads.

Explain with. the help of diagram. (5+5+5)

™

b

1 . -

2223 5 o
~ﬁmﬁ@mw%wmaawmﬁamé%ﬁwawmwﬁmvrmn%
O T W
@ o
(i) ¥
aﬁaaﬁm%waﬁﬁm
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5. (a) What kind of ﬁreferences .are represented by a
utility function of the form U(X, X,) = (X; + X,)!?? -

X, for quantity of good 1 and X, for quantity of

I good 2. What about the utility function V(X,, X,)
To=13X, + 13X, ,_ )

(b)If a 'g,onsumer'-,has a utility function. UX,X,) =
X, X,* Here X, for quantity of good 1 and X, for
quantity of good 2. What fraction of her income
will she-spend 'on~g'ooc’i‘ 2. , 5)

(c) True or false?! If the demand function is, X = -P,,
then the inVeISe demand function is X = ~1/P,.
X, for quantity of good 1 and P, for price of good
1. If true then why and if false then why.

(%)

P.T.O. -




