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1. Answer the following questions: Lx8=8
EEE frnt qrHTS €w frst c

(a) Define 'derived demand'.
ffie- HRqIk qiet fixtr

@ Write the mathematical form of the
C.E.S production function.
c.E.s Eq{q{ FFFI rtfifu qq fr{t r

(c) What is partial factor productivity?
qt(frs E"ttqT{ $qflqrfr{-st ftz

(d.) With a L2o/o interest rate, what is the
present value of Rs. 120 that will be
received in the next year?
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12% {w EKE }4N, "K<fl <qss dlg s-{t
120 trsFr <6il{ 1ol ftr

(e) If X, and X, are two possible outcomes
of a risky situation, and p, and p, are
their respective probabilities, find the
expected utility.
<fr x, q$-4 ebrq6p* qRRe< fbrqvt<I
qR{N E{, \TK,-pl \Tl$ p, @cn qt fil qR{rq<

{sl<r{t q{, Csrs efsiffiE E"nqfi-st SRgO r

(n Who is known as the father of game
theory?
can {amfr Frgma srs qrt rtTr ?

(g) What is meant by pareto optimality?
c"rc<ril q-{-{c,rsr 6m ft lerr

@ State the First Fundamental Theorem
of Welfare Economics.
sdirt"t q<ffifr-q aqr ffifr-s Eqqr:6t Ecs"t
srtt

2. Answer ang sixof the following questions :

sqtr fr$r awnF frrdrqf qztk€e< frsr s

2x6=12
(a) Explain the concept of marginal

productivity.
stfu$ $qam+frq-q< <tsftrtt <llqm $<il I
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What is a fixed coefficient production
function ?

Q< ettio €qffiq +-qq frr
What does a contract curve indicate?
w{ffi {st fr wH?

(d) If two possible outcomes of a ristry
situation are Rs. 100 with probability
0'4,. and Rs. 12O, what will be the
expected income of the situation?
qfr RqTq-{-$ "rRRe qbK qg^Rl r6Tl+ar 100
Bot ql< qstRst qh o.+, qt$ 12o Bot q-q,

6srcfrqk-q-{s qRRfutr< ersrrFm qrx frqfa
eke

(e) Define fair gamble with an example.
Eqr{<q qBl< fnrc qlll-{(rts E<t{ r.w.tfirt I

A State two major differences between
monopoly and monopolistic competition.
..q$.rE.En't qtre e$(FF$t+ft qffiaror< {fqE
ntr fql {tefui Bee{ $-<t

(g) Who is a player in Game Theory ?
(aE faRffs csF ,qq-{ 6<@<r

@ Explain the concept of social welfare
function.
{lTr&-s sqI.I TEFFI {K$fi <Ifqfit o<t r
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(b)

(c)



Define the Kaldor-Hicks compensation
priniciple in brief.

$w$Rs w&"Fq ffi qi6qp1{iglfrs s-<I I

(j) Interpret the slope of the transformation
curve.

q"tlw6t 6qetK Dl4{ qcr ersH T-{i I

Answer ang four of the following questions :

5x4=2O

(a) Discuss how technological progress
changes the position of the production
function. Explain in this context, capital
deepening and labour deePening
technological progress.

alBau €E& 0q{tn TdFl-{ QG mcqkr< qqF

T-K qrcEIE-{t $-{tl .qQ q-{6 {il<;K rfro<q
wt$ gtr$ nfu+<q +<t a1fuas ffi <ilqil

$-{I r

(b) For the Cobb-Douglas production
function Q = AX K/, show that a + B
indicates return to scale.

$-<-\5flETq $qe6q{ +en Q = ALi Kp < TrK,

Cr{s<t 6 a+B cr$qlqR'<-6{<afunwxt
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0 (c) "For risk averters, iosses are more
important than gain." ExPlain the
statement with an examPle.

"sB{(+t ffi q?rq< <tc<, cqf$u'r{ q]v-ets

qfQs esq1{l €qrq<q ,4Ar< &fuil <{EtoEt r

(d.) What is certainty equivalence income
(CEI)? How is the cost of risk measured
using the CEI? 3+2:5

RFu-'rq{vq] qf{ (cEI) ftr cEt <l<qK sR

RTHrcl< <l-r c$-Gqr< rqt{t q-{ ?

(e) Distinguish between the perceived and
proportionate demand curves under
monopolistic competition' Which of
these two curves is flatter and whY?

3+2=5
q$I6fr$t affi1-s.m qfrd\o d\oxFlu \sfs

qr[qtfus DrRd 5ffi {ffiu "ficfu +-{t I 13t

6<"11-{ CT.F1aK $:l ulEi qa frs z

A Taking an imaginary pay-off table'
exptain the equilibrium in the case of

. a two-Person zero sum game'

a1q6-s Cat-w+ tr{F< q-qtn\5, nwa <t&< 5
<ffr{ 6"rdm r$Es st<ql$ <il1fl s-{tl

(g) Derive the marginal conditions for
Pareto optimality in the context of
product mix.

3.
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Explain how a consumer will choose to
spend her money across two time
periods with a fixed rate of interest in
order to maintain equilibrium.
vl<qlu \s:{Els srsK sFrc6t qq-{ sE6s cs-6ryi-61

Ettqlrc fr{p< <;l ,qs fr{Rs {p< qK< ?nN
qjr sR{ RD'fc< <IqI s-{ I

(d) Explain with diagram, how a
discriminating monopolist attains
equilibrium.
ffi ,{$rr.Fx't qf.s*.lr{ cs-Gra(< st$fl{i
alg s-(<, trc< qass <ilql't s-{t I

(e) Explain Walras's vision of the working
of the economic system.
qcfoT&s <rgEK +.I{-re.fq-< fr{rl <rE-{tq<

5furfr <ilqil s-{t r
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(c)
Sqefiqffi frq.t< qRcam* c"tr<(tt w{-{q-src
sffus ffirqq B"fqt+r o:O r

@ State the Second Fundamental Theorem
of Welfare Economics with a suitable
diagram.
s-qtt6f qffifu ft-C{ ffifr-s €q"flqj <ls sR
..!Dt U"lT@ trq-< qaT-o <rtq't s-<t I

4. Answer ang two of the following questions :

\Ox2=2O
EE\o frrr qqr5 frrofcil fAk€E< fin:
(a) Explain the demand for labour in a

perfectly competitive market when-
0 labour is the only variable factor
(ii) there are several variable factors.

t{ sffit-uEq+ {qt<s qfro< utfor <I{fi
$-<t, cqB$t-
0 q{ .qsllo "fffiq mFI?F

(it r+ffits qffift-.' sFm cilrc

(b) With the help of a suitable diagram,
explain how the production possibility
frontier is derived for a multi-product
Iirm
UqTs trq+ ry{Ts, ebt rE=$q'tfn{ df'9=6rd<

{-6q $qe6q{ TsK{t frqt c$rEqrq qE{q sEt

E-{ <{qt s-{tr
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