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Part - I ( Honours ) 

ECONOMICS 

Paper - I 

Duration : 4 Hours Maximum Marks : 100 

.1. 

Candidates are required to give their answers in their own words as Jar as practicable. 

The figures in the margin indicate fuU marks. 

GROUP-A 

Answer any three questions 3 X 4 = 12 

a) A consumer has lhe following ulility funclion u = 3C + 4T where C denotes
coffee and T denotes Tea. Initially consumer consumes both tea and coffee.
How would a tax on coffee alter the individual's choice ?

u = 3C + 4T 

mffl '5l<r�m � W6 ffi 051'11 � 9fr@ 1 � � -e9Rl � 6191WTI �. � � 

� M\'61<.<l ffl� � ? 

b) Find the level of output at which the average cost curve corresponding to the
following total cost function, reaches its minimum :

C(Q)=Q2 +1. 

� � <IHI �<It '51-C� ffl"?:fi9f �. �(q c��' @�� �m iSMJ 'il� <1}1{ �<It � � 
C�? 

C(Q)=Q2 + 1. 
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2. 

c) Under what condition would the long run Total Cost Curve ( LTC ) be a

positively sloped straight line through the origin ?

d) Of the two parallel demand curves. the one further to the right has a smaller

price elasticity at each price. Explain.

� ��� b1f� CTl"<ll'� ��' \!5ft� �� � 81� '1� ��' � �

<f>)l� l��

�) Explain why. in a two commodity world, both commodities cannot be inferior,

simultaneously .

Answer any one question lx8=8 

A consumer consumes two goods X & Y and prefers any bundle with more X.

regardless of the amount of Yin the bundle. At the same time. if two bundles 

contain equal amount of X then he prefers the one with more Y. Draw an 

indifference curve lo present the preference. If you are unable to draw such 

indifference map. briefly explain which axiom of choice has been violated in 

this case . 

..!!<fl� �'&1 X ..!l<t� Y ..!I'� a<U �� �� ..!l<I� 81-C<lSi.:{ � � Y-..!I� 91fihn'! � � ;i't 

C4!".;i, ��'IX����� I ..!I�,�.���� �'l>ffitm'I X 

�<Ii,� � � 9frnm'1 Y� � � <fSU1 I ui, � � � ..!l<!SfG �9f'ff 

C:<1� � �� � I� R?IC9Pffi �� � � � � � � � � � � 

�:� \!l� c'ff� �� � >l�Vfl>C'l>f '511Cciilb.:il � I 
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b) Consider an individual whose utility function u = C 1 • C 2 , where C 1 & C 2 

represent present and future consumptions respectively. The individual has an 

income of Rs. 110 in each period and can borrow or lend at 10 p.c. pet 

period. Find o.ut the optimal amount of borrowing or repayment for each 

period. 

�� �Tri -�:rfu,-� �9fV:fl'ii. ��<!>it �� U = C l , C 2 , C<i� C I '6 C 2 � 1:!Q./l'm.l ��

'6 'iS��J� C°'.C'>TC'iffi 9fl.�'1 I � ��V� <Ufu.� � 110 �1 �<l� 10 �W''I � � �"I 

� <fl � 9ffr� I �ju �.i�n:a, �� >it41-e� '<:!!"I c-:f\Sm <fl �'61ffi1 9frn.il'1 �'BT � I 

c) Q = 10.../ LK is a production function. where the symbols L = Labour and

K = Capital. Indicate whether production function exhibits constant. increasing

or decreasing returns to scale. Does the production function exhibits

diminishing returns to the factors ? If so, when does the law of diminishing

returns begin to exhibit ? Could we ever get negative return from the cost

function? 4+2+1+1

Q = 10.../ LK �� ��9fl\f� '5fe�, C<I� L = � '6 K = �� I @�9fiq.l �� �,

�� il1 �� �<;rn �� � � � CVf� I ��9f%l '5fe� f.ls Jf>�§J>i�t�

��<f) ��9fllifol m �"R ��? �� � ·�31, �: �J� c� � � � �� � ? ��9fl�

�91�� C�C<f> <!S�-,1 C-�1� '<:ii�<!) �ij1.:i 9fl\Sm Jf�� ?

Answer any two questions 2 X 15 = 30 

a) 

.. 

i) Distinguish between Hicksian substitution effect and Slutsky

substi�ution effect.

ii) Prove that ordinary demand curve has a greater elasticity than the

compensated demand curve for normal goods. 10 + 5 

$11'1 � C<I �\Sfm !fC<U� �J Jf1tfrn'l �� CTf� 'lff?59!�<fi � CTf� C� 

�����'# 
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b) i) Prove that, for any production function homogeneous of any degree, 

expansion path is a straight line through the origin. 

1l�IS/1N><fl ( 81-C<f\1.-.i �<fl ) ��9M-f '5f"C�C<fS?I c�r� :,p��n�"' 91� �G"J�·�'ifl� l!l<f)"°ffl 

��� I ��q <fl�--l 

ii) Draw an indifference curve for a consumer for whom commodities for

consumption are ·good' up lo 6 units and thereafter commodities for

consumption become 'bad'. 7+8

l!l�� C'51'&rn \Sfi{J l!l�i'G �� �� ��o:i �� <Jr� a<rJ 6 l!l� 9f<f� 05R� �

'�1' l!l<f, l!l� �4> 05R� � '�91' � 9@� � I

c) Explain the weak axiom of revealed preference. Using this axiom, show that

suubstitution effect of price change is negative.

d) i) Can a perfectly competitive firm maximizes profit by operating in the 

downward sloping portion of average cost curve in the long run ?

Why? 

� <ITTJ �� ffi� \!Sl,V'f �� Wf:ftc'l l!l� 91_9 �� <l>l( � <fl�;r'8 � 

� -i� c� 9ITTWt ?

ii) Under what conditions will the long-run industry supply curve be

negatively sloped, although every firm in the industry has a rising

marginal cost curv� ? 7+8

� � � �� '1� ���4> fir� 811� �� ( �<fl!� ) U1ci ��

�' �'8 'MOO��� <ITTJ �� I@�� �C<f ?

C'/115~~\!5 ~ ~~ ~ ~~~ ( weak axiom ) ~~ <fl~ I ~~ ~~~~ ~~TQIJ (}!~ 

81 ~ 9@<l'5Cfl~ ~ 81 ~ ~ ~~ \!51 '<ll~ I 
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Answer any three questions 

9 

GROUP - B 
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3 X 4 = 12 

a) What adjustments are . required to derive personal disposable income
from GDP?

b) How is the rate of unemployment related to the change in GDP ?

c) Using IS-LM diagram. show how the equilibrium income and interest rate are
affected due to an increase in money supply.

IS-LM rn"<.fffb-cJR:f �vu 01� C<1 �� 8ff'ifr� � � ��rrm '5ITTI � � m �

9if<PT��

d} What is the impact of falling price on IS-LM model ?

e) Distinguish be.tween CPI and GDP deflator index.

051<JJ<tm �J �o<tl l.!l<t� iSr�"'rn '5fil�rf��� �� ( GDP deflator ) �<fl 9ff�<f.J OT� 1 

What are the conjectures made by Keynes about t�e consumption function ?
On the basis of these conjectures. draw the diagram of consumption function.

C�151 \!ifC�� �� C-�i("t?f.<l �•j:lf.N3�r � � ? l.!l� ��� N,N30b 05!� ��
CTl�-..mu �-1 <P.'� I

Answer any one question } X 8 = 8 

a) Suppose that the Government raises truces to balance the budget. What will be
its impact on income and interest rate ?. Show it with the help of IS-LM
diagram. Now s�ppose that the monetary authority wants to hold the interest
rale constant. What policy will be take� by the monetary authority ? If the
monetary autority wants to prevent the true increase from lowering income,
�hat policy will be taken by the authority?· 2 + 3'+ 3
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6. 

�Kol cti?to.:i· <11C\Stet, >J)l�1 -�rff� \S/../f ���HI <fl� '1� ��ca,� I '5lnl '6 '£Of� �i?:�HI °©9f� �?:I ��1<1 � 
�v:l ? IS-LM c��l6-CJT� ,ff�1�J <1Jl�n �*"i I �-c� <fl"�--! \!j� '51�1! �� ��- �V1"?f � 
'5'.l�ef"� m� jj��� I \!j�["dl ��<IS <t>i� M> -T)� ��"I <tf�C<l.-f ? � �<!) �9flJf, � 

�� c�t<fl � � ��r3rt� <fl�� bTil '!)C<I C-<f)1,_-rt� ��"I <ff�w:1.;i ? 

b) What is consumption puzzle ? How is the puzzle solved by the Permanent
Income Hypothesis ? . 2 + 6

c) 

�rc9f� (ij� � ? � \51n.J �<fl·rn� ( Permanent Income Hypothesis ) ��i� l!ll f:1f�

�� .,,�� '<flm � ?

i) How will you treat inventories while accounting National Income ?

iSfl� \!il'Rl 'if'f�Bl C'*-CJ! �sSi� ��T�K<fi "511� -��1C<I ffi<lb--TI <fi-��<l.f ?

ii) Does real GDP adequately measure an economy's well-being ? Give your
views. 3 + 5

c;.rr't, ��'1 ��9fl.r� � ��� \!il�<fi �'1 9ffum91 � ? 'oli'l>f"® �
�I

Answer any lwo questions : 2 X 15 = 30 

a) Determine the gove�ment expenditure multipliers in the simple Keynesian
Model and the IS-LM model. Explain the economic significance of the
difference between the two multipliers. 10 + 5

�G'f C<l>��11 �C>.S� '6 IS-LM �K\b"[c:, � <ITT! �'f� frl�"f <))�� I l!ll �f6 ��� �

911Qf<t>1 � ',Q��<fi \!>l�9f�Wcqxf � � -m�m <Ti� 1 

b) "Fiscal and monetary policies differ in the'ir impact on the composition of
aggregate national output." Explain.

",n��� �1� '5f!CTJ� 'it�·c,-B1 '89\?1 �i61<t f<l�rn <fl"�BI c>lfic� ml$?� -Tl� -e '5ft�qS ��-� �c�
911��J c�� �rn 1" <1J1� <tf?toif 1

c) i) How will you derive aggregate demand curve from the IS-LM model? 

IS-LM �CISC<.1� �VU \511� f<!>'5K<I ��� b1��1 C?1� 'OI�� <fl-�K<r<'l ? . 

ii) Using IS-LM model. show how the Keynesian model of national income
differs from the classical model. 7 + 8

IS-LM ��C'ffi �� <tf� � �C"c, � frl�"f '6 �11� �Ci!,� '5fBl frl�'R:I
' ' ' 

�i� 911� 01� I 
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i) What is the limitation of Keynesian Absolute Income Hypothesis ?

ii) How does the Life Cycle Hypothesis of consumption propose to 

overcome that ? 5 + I 0
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Part - I ( Honours ) 

ECONOMICS 

Paper - II 

Duration : 4 I lours Maxirnum Marks : 100 

1. 

Candidates are required to giue their answers in their own words a.s Jar as pracLicable. 

Thefigures in the margin indicate full marks. 

GROUP-A 

�lit-� 

Answer Question No. 1 and any two from lhe rest. 

Answer any five questions 5 X 4 = 20

a) State with reasons which of th_e following variables arc discrete or continuous :

fu� �{3�� �� CQSC<f) C.:t>B,ffl Fr�:l .Q<f� C<t>T.;rft ��� b<.i<t- � �R3,�� �--1 :

i) Height of persons in centimetre.

ti) Yield of potato ( in quintals ) per acre in different plots of lands 

�N:,� '91�� �� l!l.:t>C� �'l� ��?fll1-l ( t�:Ufl(c1 ) 

iii) Number of members in a family

�������rt

iv) Age of college teachers.

<fl�� M�'i'IC't� <IWI I

) 
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b) Let x assumes only positive values. Show that arithmetic mean of reciprocals

of x cannot be smaller than the reciprocal of its arithmetic mean.

�� �<fl x Qt)q� �� � ��'1 � I \5� Of� C<l x�?:1 '51UiJ1�JC45� ci'i'lf� � cmf''if<t>

� '5lC�H--IJC<t>� CDCTI <P� � � 9ffCT:t .;rt I

c) A variable X assumes two distinct values O and 1. Of the total number of

observations. N, the fraction p of N are ones and the fraction q ef N are zeroes.

Find the mean and standard deviation.

�� OGi� X�?I C<ll� � � � � 0 �<f, l I <Tfq � N �'� � p '51,111 �<P

�<l, q 15!� lf<'!J � � m'if� � "3 � �M> �"rn �

d) What do you mean by Lorenz Curve ?

�� �� � � C<1TC<lr.:t ?

e) Whal are the important properties of normal distribution ?

� HC<l"WBI ��91_9��fcil � � ?

0 A card is drawn from a well shuffled pack of cards. Show that the appearance

of a klng and the appearance of a heart are independent.

�<ff�� C$�<1$��� I�� C<l}lfr���,����

g) How can you define skewness and kurtosis ?

�10 c.!1�, �'!f\!51� �K-e!1 � � ?

h) Assuming P ( A) > O. P ( B ) > 0. examine the following :

� � P ( A) > 0. P ( B) > 0, � � � :

i) If A and B are independent events, will they be mutually exclusive ?

� A �<I, B �� '<JV��. �,W, � � � � ?

ii). If A and B are independent events. will A c and B c oe independent?

<T� A �<I� B�� ��.�A Cc.!l<f, Be ����?

1) What i� the distinction between chain base index number and fixed base index
number?

�c-j �� c.!l<I� �� � �� 911� � ?

j) If P [ X = 3 J = P I X = 4 I for a Poisson variable X. then find the mean of

Poisson distribution.
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2. 

3. 

4. 

a) Give two examples where the median or. mode rather than arithmetic mean

would be the appropriate form of average. 4

b) If Y =a+ bX and M
O 

is the mode .of X. then show that mode of Y =a+ b M 
0

• 

4 

Y��,,,���� = a+ b M
0

• 

c) Monthly inco·me of an employee was Rs. 800 in 1995. The consumer price

index number was 160 in 1995. It rises to 225 in 2000. Calculate the

additional dearness allowance to be paid to the employee if he is to be rightly

compensated. 7

a) 

��t\l<? � .Q<fiigr� �.ft�¢� �'1 800 l,f<:t>1 I���<? �Cc"! �1'>1 �� �f>� �'� �cf! 160

l.!l<f, � 2000 1!TC"! C<rr\!ffe �11 225 I C}l� �C'<f> <IBt �� �R>9i�'1 fvf� �� \!fC<f '51-C--� ¢'-' 

�'(9 � �� � �� � �'rn <f>�

What are the differences- between the measure of central tendency and the

measure of dispersion ? 5

b) For two values. say a a11d b ( a S b ) of a variable X. the mean and standard

deviation are 25 and 4 respectively. Find the values of a and b. 4

X�� ��a l.!l<f, b (as b )�� � '>1� '8 '>1� �2� �'<ll�� 251.!l�, 4 I a .!14,

b �� }0� 'R'rn � I

c} Two samples of sizes 40 and 50 have the same mean 53 but different

standard deviations 19 and 8. Find the standard deviation of the combined

a) 

sample size of 90. 6

"1ffl •f\�Hl � 40 l.!l<f, 50, �lOC<:1 �� � '>l� l.!l<t, � 53 M>� ��4 ��¢ fqffl\!>� 1l�

�::i 1.!!<1, ��� 19 .!!�, s , 90 "51� AAt mM\5 ��--rrro� ��<t> �frn> ·Rc;fu <fl'� ,

What is cost of living index number ? l low is it constructed ? 2+4 
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b) It is stated that Marshall-Edgeworth index number Is a good approximation to

the ideal index number. Verify using the following data: 6

Year 1990 Year 2000 

Commodity 
Price guantity Price guantity 

( in Rs.) (kg) ( in Rs.) ( kg) 

A 2 74 3 82 

I3 5 125 4 140 

C 7 40 6 33 

�Gl <r'11 � � .�c-J--.!l-$r'6m( �b� '>lt<Ol �q-xf' � '>lt� � I � � ���

>ll�C<IJ <ll6i� � : 

�1990 �2000 

!f ,qJ )lf;i.fit lftl1 (�) �" lflll (�) �" 

( ,.,��) ( Ccfl��) 

A 2 74 3 82 

B 5 125 4 140 

C 7 40 6 33 

c) If two random variables X and Y arc stallstically independent. then show that

a) 

b) 

E ( XY) = E ( X) . E ( Y ). 3

E ( XY) = E ( X) . E ( Y ). 

For a Binomial distribution with parameters m and p. establish the following 

relationship 

1 d µ r h 
pq. µ r+ 1 

= m r µ r- 1 + dp . where µ r Is the r
l order central moment. 5 

State and prove Bayes· theorem on probability. 5 

I 
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6. 

c) A rifleman can hit a target on a single trial with probability O· 7. Suppose that

he fires 5 shots at the target. Find the probability that he will hit the target at 

least once. 5

1£1� ��� l!l<t> � "f'll>� �1� <1>1:in:t �m<i.fl O· 7 1 �c� <t>� �<t> R>frl 5 <n� <l°i._°4)

� I �-f;i C<I �: I!!� �<f�C\O � ��.:{ � �ffl--11 R'rn <fl� I

GROUP-B 

�'11-� 

Answer Queslion No. 6 and any two from the rest. 

Answer any flue questions 5 X 4 = 20 

a) Consider the utility function LJ.= q 
I 

q 
2 

and the budget constraint

b) 

Y = p I q 
1 

+ p 2 q 
2 • Find the demand function for q I and q 2 .

� -m� �9fCl.11'>1 ,5fC9f�<tS u = q I q 2 l!l<r� �CiStt c�� Y = p I q 1 + p 2 q 2 1

q 
1 1£1.:t� q 2 

ac�� om.�1 '5fC9f>Jf>� �'rn <t>� , 

L-2 If MRTS 
L. K 

= K _ 3 . then show that ( L -2 ) 2 + ( K - 3 ) 2 is one form of

production function. 

� MRTS '- K = t = ; �. �C<f Ci:f�� C<I ��9ff.M '51C9f�� -!I� � � 

(L-2) 2 +(K-3) 2 I 

c) Suppose that a consumer in a two-goods world has a linear indifference curve
with a slope that is everywhere equal to - � . What is the equilibrium

consumption of the two goods X and Y when p x = 1. p y = 1. and income is

Rs. 1.000 ?

I!!� '51� ��C� 'l:fG !f<lf '5ll� ��c;i � \£1<:f)�� ��1� ��C9f>Jfi C�"<IT� �� >i�cift:4Rr<t> �
� Gici ">f� - � ��. "!>-C<J �ni x -£1�� Y !rc:1r 'liv'!f 1o1� �8rn 9fm1'1 <f)\!) m. ��

p X = 1 , p y = 1 1£1�� � �'1 1. 000 �1 ? 
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d) Suppose that consumption function is C = 10 + 0-5 Y
d . Yd represents

disposable income. Investment function is I= 140. Government expenditure
G = 540. Export ( X ) - Import ( M ) = - 90. Taxes ( T) = 0-2 Y. where Y is
income. CaJculate lhc equilibrium GDP and budget. deficit.

�� <l"!<ti C-61'>1 '¢Ii� �<7{ C = 10 + O· 5 Y
d 

. ��C--1 Y
u 

�c-1 <lfrnf 9fQI1,m � I f<lHv..1151

\!lfC� ( I ) = 140, �T.<fl <ITT! { G ) = 540, �� ( X ) - �T<fl ( M ) = - 90.

<!f:<l ( T) = 0·2 Y, 81� Y �Git� I '5HPfl� c:�fG �-5rn "is�?fN-1 .!l<f� <ITC'91""t 'iJTGN) A�

�I.

e) Obtain the equilibrium values of national income Y and savings S for
consumplion function C = 25 + Q. 7 Y. investment funclion 1 = 5 + 0·2 Y.

What will happen .to equilibrium saving ( S) if autonomous consumpUon ( C)

faJls to 20?

051'11 �� C = 25 + 0·7 Y. Fn�'if '!SlC?f'lt><t> 1 = 5 + 0·2 Y �C:c1, 1971'61� �I ( Y)
�� �'<$3� ( s ) �� c.sr��J �.:i frlcrn <ti� 1 

�� �11"� C�1'if<:ml ( C) �1� C:9fCTi 20 �. �C<l "51��1 ")l�� �'5TC<I �<I�� �l:<l ?

0 Suppose that the production function Y = J ( K. L ) is linear homogeneous.
Show that f u.. L 2 = JKK K2

.

�� <fT<t> Y = f ( K, L) �c'l C'� �1\!:>5hJ ��9flt.t� '51"C� I

Cit� 8l f LL L 2 = J KK K 2 .

g) Calculate elasticity of substitution of capital and labour between Kand L for
production function Q =L a. + K'". 0 <ex< I.

Q=L0 +K cx . O<a<l. 

h) Consider a two-goods world. Suppose a fall in price of one goods q 
I 

leaves the
consumption of q 

2 
unchanged. What is the price elasticity of demand for q 

1 
?

IQ<f)ju '5f�1 q<;� �1 � Q:l�� � !fqJ C:lf'81TI \!)fl� I �� <fT<f) q 
I 

m<lE:1 �1�� �T()T� �CG'!
q 2 5("'� �1'>1151'9ff°W� �,�I� q 1 !fl� 61�--rn � ��9f<t>\!)l � �1:<I ?

i) F'ind the cost functions associated with lhe following production functions :

{( K. L) = K + L: f ( 1r b) = min l K. LI 

��� ��9fl�� �c91'*<1'5-ofal� C*Qf <1rn \51C91'1t>� R��'1 ��� :

f ( K. L ) = K + L : f ( K. L ) = '>f�H� I K, L I 
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7. 

8. 

J) Assume that short run total cost function of a firm is

a) 

C = q 3 
- 10 q 2 

+ 17 q + 66. Determine the output level at which Lhe firm
maximises profit If price is Rs. 5 per unit.

tf �t <Tt<fl �<flit <f!Tof � ��<fllcf1rl �lG <1.rn �9f11p<f) �c, C = q 
3 

- 10 q 2 + 1 7 q + 66 1 � �1)1 

-!l<ti<f) �� 5 'Gr-�1 �. �-c� 'i�1 �c<frco��'1 \5�9f1vrc�� 91�'1 H� <ti�� 1 

If the utility runclion for lwo goods is U = l X + 2) l Y + l ) with P x = Rs. 2,

PY = Rs. 6. and income is M, find the individual demand for X and Y using

Lagrangian mulliplier method. 8

� 11.re fil4J� '9f�J -{s91C<lffet� '5tc9f�<\'> � u = ( x + 2 ) ( y + 1 ) • Q.I�� p x = 2 ITT�,.

Py = 6 � �<f, � M �JI, � G'fTI�irn <(;� 9f�l\, <ff4�� <15(;� X .!14, Y--!l� 9j�4i 9j�4>

��'rn��
b) Given the utility function of the consumer U = a.X 1 + f3 log X 2 • with

( a.. � ) > 0. explain the shape of the indifference curve. 4

l:Bft <IT<P (\!;1'S>l� &9f�Rl\!>1 \"51C�� u = ax 
1 

+ f3 log X 
2 

, Q.l"<flt"� ( a.. f3 ) > 0, 15C4

H�l9'1lli C�"<fl� 'bllt� ��'1 <f>� I

c) Given C = 200 + Q.75 ( Y-T). I= 200 - 25 r. G = T = 100. derive the
equaUon of the IS curve. 3

a) 

C�'6�1 '¢if� C = 200 + 0·75 ( Y - T ). I = 200 - 25 r. G = T = 100. IS-C�"<ft'i1
�rm4>�9 R'rn 4>�� I

Suppose an induslry consists of 100 firms with identical cost functions.

C
i 

= O· l q � + q
i 

+ l O ( i denotes i th firm ). Calculate the aggregate .supply

function in the Industry.

If lhc industry demand function is given by D = - 400 p + 4000. calculate the
equilibrium price and output in the industry level. 5 + 5

� �� �<f)-m m ) 0 ofij (j>l1J � <lfQBI <ITT{ '51t� � \£1<1, � �

C
i

= O·l q� + q
1 

+ 10; i� i-���. lirc-� 0,/lU ���9f� R'Til� I

<TN M"OO 61�1 '51C�<t> � D = - 400 p + 4000, ,!fCq � �Gt �� � \£1<1�
(5�'9fl�C'.:rn 9f�'1 H'm <t>�.:t I

b) Suppose the demand function is given by P = 8 - 3q and the cost function is
C = 3 + 2q. Find out the profit maximising level of output. price and the
max1mum amount of profit. 5

�� �<fl ol�ltl \51C9f�4> P = 8 - 3q �q� � '51"C�<I> C = 3 + 2 q I ��1 ��'1
;g�9fl'1c;r� 9f�'1, I.fl� \£14� �C<l1bl:> l;o�T� 9fffi�'1 f;icfo <I>�� I
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9. A firm uses only labour and his production function is X = O· l L 3 + 6 L 2 + 12 L.

where X = output per week in ton, L = no. of labours used.

<!l<t>fG ��-\Y�� C<l><Wf� i!!.1�� �'ii<!>@<!!�, �<I \5�9ff"M �� ��

X = O· l L :J + 6 L 2 + 12 L, Q.l�,{ X = �K5 ��C� t,?;,{ ��9WM. L = i!!.1�qi RCTl1C5R:l 9IT.�'1

i) l low many persons are employed if lhe average physical product of labour is

maximised ?

ti) How many persons are employed if marginal physical producl of labour is 

maximised? 

iii) What quantity of Xis produced when average variable cost is minimised ?

�� 'If� 91ij<f\b�c'1 <lnJ� ��� �� �'11. �� � <!!�qi X .ff<U ��911� ��C<I,{ ?

5 + 5 + 5 

10. a)

b) 

Define the concept of global and local maxima. 

�@I-qi \$ �-Tnl >1.fiR4>�C"f� �,-631 �,{ I 

What is meant by homothelic production function ? 

c�ooc� {y�'l'f1'1-l �91� � R, �C«',{ ? 

4 

4 

c) Show that t.he production funclion Q = log L a K 1 
- a is homolhetic bul is not

homogeneous. 7
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