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(b) Show that if o + = 1, the production function is

constant returns to scale.

(c) Show that if @+ > 1, the production function is

increasing returns to scale. . (5+5+5)

JaaeT W (production function) y = f(x, x,) =
xlaxzﬁﬂﬁ?{ﬂﬁﬁ?,ﬁﬁ o I P EERE ReriEw
(positive constants) 31 WM R 7F YT TF w, K
w, 31 78 x, T9C 1 ¥ 3K x, T9YC 2 ¥ 5 I Herd
T S-S Ieed wew (Cobb-Douglas production
function) wET T B

(%) =aigg fF AR o+ B <1, T T IEET wew & IO
¥ W wear Ret (decreasing returns) sl 21

(@) =aigg @ 9 a+p=1, T IET Had FH T
fer Ret (constant returns) 2

@) wafEy & aR o+ P>1, T IWET HAT T R
wgar Rewt (increasing returns) 81
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BEl & ow FEn (W) srsdreree @ (Isocost lines) =r &7
1 =@ WU & e € e Ry g Pl e @ s
ST foiRaT | 7. (a) What is an Isoquant? ’ (5)
f
5. YET UA N QY 9N T, Ui WET T A AT & i | (b) What is technical rate of substitution? (5)
3w QY e o v SR T S ¥ TR @ Wl & 9w : (c) What are the similarities and difference between
ST | Isoquant and Indifference curve? %)
4. IO WET- T IR ST o1 B Redt v s A difre, wifee } (@) sme@e (Isoquant) F 27
T TR <1 AEHA TR B BN ALY | ’
’ " (@) wfoeemasr & deeiel &Y (technical rate of
4 % substitution) =T B

PART A (W0 A) ,
(1) rEARe (Isoquant) 3R IeEHar &% (Indifference

1. (a) The prices are (P,, P,) = (2, 3), and the consumer curve) & 9= { ok s !

is currently consuming (X,, X,) = (4, 4). There is

a perfect market for the two goods in which they 8. Consider the production function
can be bought and sold costlessly. Will the

. . y = f(x,, x,) = x,*x,P,
consumer necessarily prefer consuming the bundle 2 "2
(Y, Y,) = (3,5)? (® where o and B are positive constants. Assume the

input prices are w, and w,. Here x, is the input 1 and
(b) Originally the consumer faces the budget line

P X +P,X,=M. P, is the price of goodl, P, is the
price of good 2 and M is the income. X, is the

X, is input 2. This production function is called a Cobb-
Douglas production function.

quantity of good 1 and X, is the quantity of good (a) Show that if o+ p <1, the production function
2. Then the price of good 1 double, price of good has the property of decreasing returns to scale.

{ P.T.O.
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(@) o W 9 (Income Offer curve) SR Sl O
(Engle Curve) T 81 3@ & Wl ¥ G|

(1) af o 1 S W A AR T SR W 2 A
Hwa RAET 8 W ®, o w0 awe 3@ qae get
Fuer oS (steeper) BWI?

PART B (¥’ B)

6. (a) What is Value of marginal product (VMP) and
Value of average product (VAP). 5)

(b) What is the profit maximization condition with input

as the choice variable. 3)

(c) What is Isocost lines? )

(%) @@ie IO (marginal product) w1 @ (VMP)
3R 3ad Soe (Value of average product) T
T (VAP) =1 2

(@) few WX (choice variable) & &7 ¥ FYC & W
siftreresiiereor &t Reufar (profit maximization

condition) =T B
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2.

2 becomes 8 times and income becomes 4 times
larger. Write down the equation of the new
budget line in terms of the original price and

income. )

(&) @ (P, P,) = (2, 3), ¥, 3R ST 0T H (X,
X,) = (4, 4) 1 ST & @ B A wA F e
T EY aR © R 9 e fR e & @l
R A= I GhAT B T ST A T WA
(Y, Y,) = (3,5) Tl ITRI Hew 9ET SRR 7

(@) 9 T ¥ IgE weie @ P X +P,X,=M H EE
e 21 P, g 1 W w8, P, WY 2 W
23k M s 3 X, wg 1 W A T R X,
2 B AET B IO a1 Wd QT B e
2, ag 2 W I 8 T B WA B IR W 4 I
I T T AR A I I D F A T wore el
w1 e fofeg

(a) What do you mean the word “marginal rate of
substitution”. 5)

(b) What is the shape of an indifference curve when
two goods are (i) Neutrals (ii) Bads. Explain with
the help of diagram (5+5)

P.T.O.
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(@) “wicesT & @ ®” (marginal rate of substitution )
e ¥ R = S 2

(@) & & gl (i) Teem R (i) TR B, W SeriE
7% (indifference curve) Sl STHR AT BN SIRE
H A o A

(a) What is the utility function of (i) Perfect substitutes
(ii) Perfect complements. Explain. (5+5)

(b) If a consumer’s net demands are (5,-3) and her
endowment is (4, 4), what are her gross demands?

(5)

(=) (i) oo wfeeenawr (Perfect substitutes) (ii) o7 TF
(Perfect complements) T STARRI Her o 2
qHATRY |

(@) aR Brl Sueier R & W (5,-3) T 8K IFE AT
(endowment) (4, 4) , & &R Feher AT FA 27

What is the optimal choice for a consumer in the case
of

(i) Perfect substitutes
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(i) Discrete preferences
(iii) Concave preferences.

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

(i) 9ot wiseena (Perfect substitutes) (ii) s adaay
(Discrete preferences) (iii) @@ a0 (Concave
preferences) & WM # TR & forg seew faevew =
Bl NG A GEEE ¥ AT

-

(a) Suppose that the government puts a tax of Rs. 15
a gallon on gasoline and then later decides to
put a subsidy on gasoline at a rate of Rs.7 a
gallon. What net tax is this combination equivalent
to? (5)

(b) What is Income Offer curve and Engle Curve,
Explain with the help of diagram. &)

(c) If the price of good 1 double and the price of
good 2 triples, does the budget line become flatter

or steeper? (5)

(&) W g fF WAR e W 15 T AR e w=w
TR TR 2 SR R e ¥ AT W 7 T i A
F W A ARES I T GO B B AT A e
& B D G 87
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