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West Bengal State University 

B.A./B.Sc./B.Com. ( Honours, Major, General) Examinations, 2013

PART-I 

ECONOMICS - HONOURS 

Paper -I 

( NEW & OLD SYLLABUS ) 

Duration: 4 Hours I [ Full Marks : 100 

1. 

The figures in the margin indicate full marks. 

� ����¥I 91� � I
Use separate answer scripts for each Group. 

� �� iSR1 '5l1'1f'tl �� � �� <)')� I

Answer any three questions 

��������: 

Group-A 

f<rs1'1 - � 

3 X 4 = 12 

a) Considering the usual demand-supply framework, what will be the effect of

imposition of a per unit tax on equilibrium price and quantity of a good ?

SW(>fl-��<f 1ll�tf<l� �MOO M� <fC:�. ffiG ��� � '51Tr.ef91\? �ffef c;<r;R � '5BPiPU

��<H��f<:s��?

b) Define returns to scale. Of the following production functions, which exhibit

increasing, decreasing or constant returns to scale ?

��� �11111\SlHG � � <fCc1 ? � %�9fllf,, '5lt™�m � � �91

ll1ii!t'8iHG �r'f A?ft"l <r>� ?

i) F ( K, L ) = K2 L

ii) F(K,L)=lOK+SL

iii) F ( K, L) = (KL) o 5.

c) Show that lhe sum of own price, cross price and income elasticities of demand is
equal to zero.

� C<f. �� � ��. 9ffif�� � �� ��� � �� ��

,-n,
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2. 

3. 

d) If the supply curve is straight line through the origin then show that the pri<;e

elasticity of supply is unity irrespective of the slope.

C<lT$f'A �� <T� �- l<l"i_� ��C�� � '5C� � Q.J C<lT�K� �� �R,�� � ��

���'

e) A perfectly competitive firm faces a perfectly elastic_ demand curve. Explain why.

Ariswer any one question 1 X 8 = 8 

a) What is elasticity of factor substitution ? Prove that the elasticity of substitution

is unity for Cobb-Douglas type p{oduction function. 2 + 6

�9flffl �� �� � � ?. �-\5� � �(!,� '5Tl� � �

���������-,

b) When two commodity baskets are purchased by the consumer at two different

points of time, explain how price weighted quantity indices may be used to verify

the weak axiom of revealed preference.

�<I'��� 'jfm- � �� � ��.,� � �- -m� � � � �

� C�� � �9 � � C�lb��\!5 9i��\!5�'i:I � ��m ���I

c) How can you derive the long-run cost function from the production function,

when the production function is given by Q = Ka IJl and cost equation is given by

C='rK+tuL?

�e,� '5Tl� Q = Ka rJ3 ��� � �9 C = rK + wL � '51'191R � �e,�

�9f'if<IS c� �'i:J'-1>1441-i � �� � � ?

Answer any two questions 2 X 15 = 30 

a) i) Explain why two indifference curves cannot intersect each other. 
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ii) Consider a Cobb-Douglas utility function u(q
1
,q

2
) = q�qg and the budget

line of the consumer is m = p1q 1 
+ p

2q2
. Derive the demand function for q

1

and hence show that the Cobb-Douglas consumer always spends a fixed
fraction of his income on each good. 5 + 5 + 5 

�� � �<lSfG �-'5� �9f�� �9f'lf<lS � U ( ql ,q2
) = q�qg \!lc.T� � � 

c� � m - P
1
q

1 
+ P

2
q

2 
1 q

1 
mr:r � �� R� � \!l�� � Ql �

\S� � ml � � \!l� � '(!Sf�� � 8'C'4'rn �� <frn � I 
b) Define an expansion path. Show that expansion path in case of a homogeneous

production function is a straight line through the origin. Is there any link
between the expansion path and long-run cost of production ? Explain. 3 + 8 + 4

�'1 9f"l� ��'Q"T N.:r I � QT )l� ��9fTIR �� � �'1 9fQl 

�Fl�� � � I �� ��9ff'R <rm '8 �9 9f"l� �� � Cl;Jl� � � ?

<l"TI� �I
c) i) What are the features of perfectly competitive market ?

d) 

ii) Do you think that _a perfectly competitive firm may continue to produce in
the short-run even if it incurs a loss ?

\5119fR f<i> 'S{R �� cq 91� �� C<15R � 1M<1>1l¢1 � �� �-e ��9WR

blfc-mT �?
iii) How is short-run supply curve of a perfectly competitive firm derived?

5+5+5 

,� ���� �@ C<PR � ��<Pl�� QTT� � � � �? 

i) What do you understand by stability of market equilibrium ?

<ll"etll�BI �rn>ll$ll �� qc;oo � � ?

ii) Explain the Marshallian and Walrasian stability conditions of equilibrium
when the demand curve is negatively sloped and the supply curve is 
positively sloped. 4 + 11

� \!]�� '8� '5[<Pff� � ·� �� � <T� � �� ��
'8 Cl;Jl'>W{(.<f� tA"IV� U1'1 � � I
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Group- B 

4. 

�'Sf - � 

Answer any three questions 3 X 4 = }2 

a} Show that national saving is the sum of private saving and government saving.

b) Why is real G.D.P. by and large considered as a biased indicator of
national welfare?

c} What is meant by Neutrality of money in classical macro-model ?

d) What is 'monetary transmission mechanism'?

e) Under what circumstance can IS curve be positively sloped ?

f) How can a positively sloped LM schedule be derived from classical
quantity theory of money?

g) What are the possible leakages those may reduce the impact of governmen
expenditure multiplier?

h) What are the possible causes of short-run rigidity of money wages ?
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5. Answer any one question

ECOA(HN)-01 

lx8=8 

a) i) How the stability condition of a Keynesian cross equilibrium would change 

if investment becomes positively related with income, instead of being 

autonomous? 4 

f<rfrmn51 ��� <,"f W � ")'JV>"f <:l'�f'W<!S ���'1:F �-c� C<f)� � �-ry, �l�Pll�BI 

�� ��fq �wr 9@r� w

ii) What will be the effect of a rise in rate of interest on Keynesian cross

equilibrium ? 4

b) Discuss the stabilizing and disstabilizing effects of a fall in price in JS-LM modei.

c) i) Demand for money ( L) given as L = 0 · 2y - 4r and money supply is 200, 

while y & r denote income and rate· of. interest respectively. For a two

sector model consumption C = 100 + 0 · 8y and investment I= 150, find 

equilibrium income ( y ), rate of interest ( r) and the change in both if 

investment rises by 50. Explain the change. 5 

(@1 W!IS \5f'C� bl�l ( L) ·c: 0 · 2y - 4r l!l<H '511;� �'>CR 200; Ql·� y l!l<f� r �� 

'51Til -6 � �1� ��I �<lS'fG' �-� � �� 051'>1 ( C) = 100 + 0 · 8y �<f� 

�'>1 ( I)·= 150; �� � � '5lnT ( y) -6 � �� ( r) � �I 

�'>1 � 50 � C'i>fe"'f �l�>f1�1 '5lrn '8 � � Fl5 � �'1.<f? �fG' �ll�ST 

�I 

ii) What may happen to equilibrium values of income ( y ) and rate of

interest ( r) if money supply rises by 25 in the problem set in (i) ? 3

�'iR!' <ff� � I (i) J � '5fl�· �'>£Ff 25 �� 9frn G1;<r � '51m ( y l '2 �

�(,:-) Rfs�W?
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What is meant by Liquidity trap ? 

,;;,�� ,$lrf �l\!> � C�C'<!f"..f ? 

6. 

d) iJ

ii) How the economy may automalicalJy escape liquidity trap through Real

Balance Effect' suggested by A. C. Pigou ?

M� � · Real Balance Effect·-�� 21�� � � � ROOT c� -&.:1'1\51�
f

ffi c� � c� 9ft� ?
iii) What is the limitation of such effect ?

�� 2i'5lffl � �1.q �\51 F<,s ?

2 + 4 + 2 

Answer any two questions 2 X 15 = 30 

� Cffl � 2i� ffl" � 

a) Show, using IS-LM model, whether a fiscal policy of raising taxes will lead to a

recession, deep recession or no recession at all, depends on the response of the

monetary authority to the fiscal policy. Is that last of the above mentioned three

effects the most desirable ? 10 + 5

b) 

IS-LM �t'5Cc'I� 1tl�IC<ll �������cit � � � "jii ��. ffl � 'jffi W

�� � �-C� "[@ �� "11, GI �� <!St� �fQ{-4> ��� 1�'-' '5JTI� �� �9Rf I �'i>fM Bf>

� �<R 1£1� � � �c� � ,;-cfu� fflf� ?

i) In absence of any stabilisation policy, explain how an economy may

respond to the following conditions

(a) Introduction of automated teller machines (ATM)

(b) A rise in international oil price.

�> �. m. ��. (ATM) � � 

�) �,ffl <lT\Stl@ c«&rn �l'ij � I 

4 + 4 

ii) Explain the price effect that distinguishes the AD-AS general equilibrium

from IS-LM equilibrium. 7

�� �"fl -a�� 011-;rr� '1fl� '5rPll"m �<f1ml � JS-LM � '5Kl�

<l� 9ff'<r<fST �<l '!-fl� 2K5J<l 'f6 "511� <!)� I

~ ~~41 ~~ ~~9ITTU~ ~ C"~ ~~ ~~ ~~ ~ C11?.J (fl~ 

<l'>~: 
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c) 

d) 

i) Show that both IS & LM curves are intrinsically stable. 7 

� Qi IS l!l<f� LM C��� �g ��<.'1 I
ii) Explain how IS-LM equilibrium is affected as -

i) 

a) central bank raises open market sale of securities

b) a rise in government expenditure to ensure food security. 4 + 4 

IS-LM i5Bl�l'iff �'5R<l �1� �� <fll� �4'".:J �� -

cf$) (,;t,.§)� <HK<IS �n <fTiSt,� '<:llq9f111· �� ·f� <f>� 

�) � � <ll<r� ���� �nT �f� 9frn I · 
What is meant by 'intertemporal choice' ? Explain how the Fisherian 

theory of intertemporal choices explain the effect of a rise in real rate of 
interest on consumption of different periods. 2 + 8 

·� 9f��· <fG'lc::5 �- C<ITC<II� ? �� '>]_� �Tt� � � � >i�B1451Cuf�

C'5T'Sf<lnrc<f' 2r�1f<I� �,� 'i:!ll .f<i."f!r�� '51��� 9f�� \!i�� -,:i1��T <m�n <t>�·.;r 1 

ii) What may happen to consumers' optimum choices for a borrowing

constraint which is (a) binding and (b) non-binding in nature? 5

·�?

e) .j) Explain the Keynesian concept of underemployment equilibrium.

c-<r>�� '151"1_9-F'rcm� i5n:i�m.�r� �qrt �n� <l'l�-;i· 1 

5 

ii) "It is said that the difference between Keynes and classics is adequately
explained by the shapes of the AS curves derived from the respective

models." Explain. 10

.. ��� '6 �1T�<PM "W� �"I 9fl�<!il�� )fC\!,C"I 'lJt� �<fl. Qll'>Wl C��� �

MN,tt'\bl c�c<P 9f�l'��i't9f <flT�m <r>� '>l�<l 1 " <HT�n <:7)�..;i 1

·==
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West Bengal State University 

B.A./B.Sc./B.Com. ( Honours, Major, General) Examinations, 2013

PART- I 

ECONOI\UCS - HONOURS 

Paper - II 

( NEW & OLD SYLLABUS ) 

Duration : 4 Hours J 

1. 

The figures in the margin indicate full marks. 

ffi&"a ����� 9i� �ll� I 

Use separate answer scripts for each Group. 

���W{j"������.fl 

Answer any three questions 

( NEW SYLLABUS ) 

Group-A 

�'Sf <15" 

a) Distinguish between a variable and an attribµte.

b) What are the differences between class limits and class boundaries?

3 X 4:: 12 

c) Show that S.D. of first n odd numbers is equal to S.D. of first n even numbers.

c1t�;i C<l" 21Qf� n ���<fS f<ioon� ��W.<f � �lK!> 21� n ��� c� �H� � ��

>f�l.-t I

- -
d) If Z ex + dy , where c and d are constants, then· show that Z =-ex+ dy .

- -
'l.l� z ex+ dy �. Cl.I�?:� c �<J� d �<fqs, '!>�CG"f Cot� c�. Z - ex+ dy.
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/ 

2. 

3. 

e) Find x, y and r from the following regression equations :
xy 

y - 1 · lx = 0 · 7

X - 0 · 687 y = 0 · 25 

Answer any one question lx8=8 

a) 

b) 

i) What do you mean by Price Index number ?

�J�qi���<r�� ��?

ii) Calculate Price Index number for 2010 with base year 2005 using
(a) simple A.M. and (b) weighted A.M. of price relatives : 2 + 6 

Discu 
senes 

� '51'R9f�<7>. �� (a) �<if � �qi \£1<1� (b) �� � �� �-\£1� �

2005-C-� f?sf'<3 <r��� W· 2010-\£1� � ·�<JS ,,�� H� �

Commodity 
(Rf) 

B 
C 

·D
E

·-·--·· 

ss the various methods for 
data. 

Price (Rs.) 

��) 

2005 2010 
30 52. 
25 30 

130, 150 
35 49 

70 105 

measuring seasonal 

Weight 

(��) 

8 
6 

3 

5 

- ----···_._ ------

fluctuations from time 
8 

Answer any two questions 2 X 15 = 30 

a) i) Show that for n observations with positive values Geometric Mean lies 

between Arithmetic Mean and Harmonic Mean. 

•,, 

~ c.;r, n ~~~T~ ~--ll~ ~~ ~ ~t'il'G'~ ~. ~~ ~ ~ ~~ ~ ~ 

~ <15"G:l I 
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c) 
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ii) Calculate the mean absolute deviation from median of the frequency
distribution given below

� 9ff.��� �� � ,� � � �� ��:
X, 0 l 2 3 4 5 6 
J : 4 10 13 21 23 20 18 

7 
9 

8 

2 

iii) For two values, say a and b, a 5 b, of a variable x, the mean and standard
deviation are respectively 25 and 4. Find a and b. 6 + s + 4

��1 �T<:15 x �l<I>� � �.:i �G'f a '6 b �<f"� a < b, I �� � '{3 ')'j)T<fS � ���

25 ��� 4 �-re;, a��� b-�� � f-fi:f?:1 q>�1

i) What do you mean by dispersion ?

ii) Show that L/ x
1 

A I is least if A= Median. 
I I 

·�� I:lx
1 

A1-������A=�I
I 1 

iii) Find the correlation coefficient from the following observations :

�� �c��'1 �<fl '$f�9ff;i� �"IN f.lc:rn �.:r
X 2·52 2·49 2·47 2·42 
Y 550 610 730 870 

i) What do you mean by skewness and kurtosis ?

1·69 
880 

3·43 
930 

4·72 
400 

2+6+7 

ii) For a certain distribution of weekly expenditure of 200 families, the mean,
mode and coefficient of variation were found to be Rs. 64, Rs. 60 and 40%
respectively. Find the measure of skewness of the distribution.

200 9iB!,qlC�� �� � �� M�l'eie"M ciilf'>f<t> �. ��� �� � -8 ,�t.tlC�� �
11�� 64 �. 60 � ��� 40% t � �91 R� �,

iii) Discuss the problems in the construction of index numbers. 4+5+6 
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d) i)

1.42 

A variable X assumes two di:;,tinct values O and 1. Of the total number of 
· observations N, the fraction 'p' of N are ones and the fraction 'q' of N are

zeros. Find the mean and the S.D. of the variable using the formulae for
mean and S.D. of a composite set.

l.!!<1>-f& � x, o l.!l<f� 1.l.!l� � 91� "1R �� ��· 1 �� cmi, N �w�rl<J'S ffi� 'p' ��xi

1 l!l<f� ·q · ��Xl o ��. \!)� 11N1f¢l" ��� Qfim '>f� -e ')j� F<i�� ��<I��"@ �

!)G'j��<r C�'>f<:1) � '8 ')j�q5 �f5 R� �� I
ii) An investigation into the demand for Television Sets in 7 towns has

resulted in the following data. Fit a linear regression equation and
estimate ·dem�d for TV sets for a town with population of 30 'thousands.

7 1v XfW TV C'lt� m� �,:NiR C�<fS Fr�fc;f� <J>C1')!'1� 9f1'8?n -ml I l.!l�· C��

H�'i:I� ')jffl�� � <l>l:� Ql Xl'�� ('dff<lS')j��!1 30 �liSTT� Q'l�C-:f <f)"\!i�fc-1 TV C>'!t&� DT�Vfl

�C<f \!)'f R*-r ���· I 
---·----

Population ( in thousand ) 
11 

is:i�')! ��TI ( �r9'!T� ) --·---------------
No. of sets demanded: 

15 
(T.V.���� > --·-----·-··-·-----·-

lii) What is cost of Living Index number ?

�1!l"?Rt <IT� V� � � c-TI'W°' ?
Group- B 

�'1- � 

1.4 

27 

--· ---· 

14 17 17 21 25 
-- ----· 

27 30 34 38 46 

(2+3)+(5+2)+3 

1. Answer any three questions: 3 x 4 = 12 

,1.:1 (:<!)1.f � �� �� f.f�

a) Consider a linear homogeneous prodU<;tion function involving two factors of
production, labour and capital. If AP

L 
rises then show that M�- is negative.

l.!l�lt' ��c;'@�� '>f".l�Tffl S�9f11'f.-{ '51<:�<t> �<115'.-n '<fS¥� C"'-l�C-1 �� <.!l<l� ��� � �9fllt�

"511� I � APL �fa 9ITTT \!iC<I 01�� c;-q MP1_ ��Hr� �C<f I 

b) Given the total cost func�ion of the firm as C = Q3 
- SQ2 

+ 14Q + 75. Find out
fixed cost, average variable cost and marginal cost.
�wt� 001,· <mr '5lt�� 0t-.:3m �n:� c = Q3 

- SQ2 + l 4Q + 7 s _ �TN� fa� <lHJ, i;r�

'l>fRf��dl <fl� <.!l�� ffi�� <lr.J (;q� <f)·� I 

c) Find out marginal rate of technical . substitution for the isoquant
I 3 

16 K '1 • J/l " 2 144 ·.

I :1 

�-��9f1�.f c�·�� ����� 16 K" . L 4 -· 2144 �·cc1 2ff�<J) ·�KffiG'!'>f\5 9i��'!>T� �� C<l�

�-fl
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d) Suppose that a consumer spends his entire income on two commodities
X and Y. Show that when X and Y are neither substitutes nor complements,
then the expenditure share weighted sum of own price elasticities equal to unity
with a negative sign.

f:I� � C<l5'1C.fl l!l�-ei.f oor� �� � �rn x l!l<f� Y �·:mr �� �� � 1 Cit��- ��..r
X l!l<l� y 9f�C:<I� 9f�� � 9@�� �; � �ffi:f ��c-r� '8'8Wl � 'Wi'if\:i
rfi��9f"�T.'-f ��UT l!l�'-1 ��.f � ��4S I

e) Suppose that the net investment flow is described by the equation
I 

J ( t) - 12 t 3 and the initial capital stock at time t = 0 is K ( 0 ) = 25. What is the
time path of capital K ':> Find the amount of capital accumulation during the 
time interval I 0, 1 I, 

�fr<� F<wrcm"f ">l'�-��� � I ( t) = 12 t3 l!J.:f� ��Bl t = 0 �'1 ffi��� �" �"4tR K 

( o l = 2s ����"'PR K-l!l11 � 9f� f.fc:rn �, r o, 1 1 �� � �� �

���Gf�I

Given AR= 60 - 3Q. Find the total revenue function and the marginal revenue 
function. What can you say about their relative slopes? 

f:I� � AR = 60 - 3 Q I l!l�Cl!T ooi, �rn. 2!00� �rn ��� Hlfr�� '<1l�.:f I \!)'� �9f�<t> 

bTc-t �� '5119f.fl� <l'CP<l1 � ? 

Answer any one question : 1 X 8 = 8 

a) In a two commodity framework, derive the Slutsky equation for a rational
consumer and show that own price substitu6on effect be negative.

b) 

1f& �C<ll� �c,!,CG'f� C�C� l!l��.f �-es<lffef C�T,e,T� ��f �fi,fa ���ctft Fl� ��--! l!l�� Clf�-l �

lfl'if 9ffil� �'Ol�� �<:fr� I

i) Consider the following production function :

Q =90L2 -£3 

Find out the value of L corresponding to the point of inflection of this
production function. For which values of L the production function is
convex and concave respectively ? What are the values of L at which
(a) AP

L 
is maximum and (b) MP

l 
is maximum ?
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�6"� ��9fllf<i 'l'.!ifC9f�·;.pm, �r<fb-TI <P."<Ff 

3. 

Q = 90L2 
-L

3 

C<r>Ti �.::t�� C�C'� '@°�9flif.f '5l-C9f��-f6 ���""'N ��G'f ��� 1'51� �-C<f ? L-�'51 C�frl

���r� 01i�' (a) APL ,r.(Tf'�� �<l �<f� (b) M�, ')'f<('ff� �C<f?

ii) Show that the expansion path for the Cobb-Douglas production function

q = AL0

• K�1 is a straight line through the origin., 5 + 3 

Clif�...i C� Cobb-Douglas ��9fllf.:i �C9f1W<l) q = Afl . Kri -\!l� C�Ciif '>f�Hl9 9f�TG C<f.>'!1 

rfoff'5fl� "J'f�Gi C<Ml -�C<I I 

Answer any two questions : 2 X 15 = 30 

a) Write down the equations of a model in which consumption C and hence saving
depends on income ( Y ), investment ( I) depends on the rate of interest ( r ).
All other expenditures, z, are exogenous. The demand for money depends solely
on the level of income ( Y). The supply of money ( M) is exogenously fixed.

Using Cramer's rule determine the comparative static properties of this model by
. . dy dy dr dr signmg 

dz ' dM ' dz ' dM ·

Alter the model by considering investment ( I) depends solely on income ( Y ). 
Explain the change in the comparative static properties of the model. 10 + 5 

(!)� �l\Sliii'51 ��9�fc, �·�.q- <Jm5 C\ST� ( C ) \!l<f� '>l'l:$3� '5ffffi ( Y ) �9f� H\5� '<l'SC�' I 

ITTC!H'$l. ( I ) �� ��· ( r) �� H��i."f, Gr��J �· <1rn ( z ') ��Fl�� 1 

� ��· �Rtm� ( I ) �1� '51T?Jr.<f ( Y ) �9f� Fl�i.'1 �?'-I \!iC<I '¥!�T�G'f<lS Rtf'5"11G'f'31 

�ef�ffl ffl9f 9ff�� ?.1-c<I' ? 



b) 

c) 

d) 

i) 
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Solve the following system of equations through inverse method 
· Inverse �Kt>1:I "'IT�Tll-ll �C� "'i��"f�M� ')'j�l�R f;rcf� '<lS":�.:r
x+y+z .. ,.,4
2x ·· y t 3z ·-= l
3x •· 2y · z :_ 1

ii) For the Cobb-Douglas production functio_n q = Ax;1 xg, a, f3 > 0, determine

the long-run total cost function when input prices for x 1 and x2 are

r
1 

and r
2 

respectively. 6 + 9 

i) 

2f\f'8 �<l.-�'>f""dfPf -{Be,<;>fN.; '51'C�-l<JS"� q = Axt x� , a., f3 > 0 -lB� C'l1>Clii �T�� �'cf<!iT�r! 

�HI "'51?:9f'if><!) � <!i�-f ��Ki-l x1 l£l<f� x
2 

;;s-��'1��<1 � ��l!i'>� r1 \.!!�� r2 I

Show that the Engel curve of a consumer is a straight line if his utility 
function is given by U = q;x. q2 ( a > 0 ) . 

q
1
_ and q2 are quantities of the goods that the consumer consumes.

� �<!SiSir! C-61-&1� @9fCl-J1$f �c9f>ll>·<tlffi U ==qt. q2 �� < ct > 0 ) C��C.-.f q1 • q
2 

!i'<fl'!fil� ·

c�TC$f� 9fM�1'1, '61�cc, CJ;t�.:i c� c�1.:e,1� \.!1-C@li.1 c��-re '),J�c1c��<P 1

ii) Suppose. that a pers�m has the utility function U = LY where L is the·
number of leisure hours he enjoys and Y is the income from work. What
will be the shape of the lapour supply curve in this case ?

\!!<IS"� �Rf @-9Wfl$f '5fC9fllR<l5"� ���9 U = LY �� .. r L � '5l<PHl <f>lG'!. (�ffl) lB<l'�

y -�cil- '51HJ 1 \!l'N-C\£1 �� Q.11$ff..f· �c9r•it-c<l5"� ';51TfR5 w�9f �c� ?

iii) Find the ordinary demand ·functions x� and x: and the compensated

i) 

demand functions x� and x� for the utility function U = x1x2. 

U = x
1
x

2 
©°9f�1$f �C9f'if>-C�� �iSlf.r<tS bl�111 �C9f"lf<p�� x� lB<f�

til�-tl \!\TC9f>ll><f)�M x� lB4� x� w� <t,>�-,· 1 

3+4+8

Find out the value of the elasticity of factors' substitution of CES
production function.

CES %e.9fll.f-=1 '5ft'�1�·c-<tl� 9fBF<l�\!\T� �9fftf1���1 ��9f<f>"HI �� A� <15�.; I
ii) "The long-run average cost curve will be downward sloping when the firm

is experiencing increasing returns to scale." Justify the statement.

"c<1>T--1 � ��.; ��<1�--1 '5Jnl\i)·c�� 21�r.;i �1Jrn �c� \!)�� \!>Bl ql'<fq>1�...i $fl.!? <:irn c��

R�$fl� �11 1 " ;'£f 'B>it-1 ��1�\i)l f<lbrn <t>�ri 1
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iii) The objective of a firm is profit maximisation. Firm's total revenue is

given as R = 4000q - 33q2 and the total cost function is

C = 2q�3 -3q2 + 400q + 5000. Find out the profit maximising output level of
the firm and also find the profit of the firm. 5 + 5 + 5

C"�"FI �� � �c'f � �<f9 I C� '51m �� ���9 R = 4000q- 33q2 

(!)<!� cml, �T�I ,�� ���9 C == 2q3 - 3q2 + 400q + 5000 I � �� ��

iS�9fl1ifC�� ��· (!)<I� ��1� 91�1� ��-� <f)� I
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