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Note : Answer questions from each Section as per

instructions given.

Section—A

Note : Answer any two questions from this Section.
Each question carries 20 marks. 2×20 = 40

1. (a) What do you mean by the term ‘utility
function’ ? Explain with diagram, how can
utility function be constructed with
indifference curves. 8
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(b) State with illustration the various steps
involved in solution of the constrained
optimisation problem for optimal
quantities of the two goods X and Y by the
consumer. 12

2. (a) What is an isoquant ? Discuss its
properties. 10

(b) Given the production function :
0.6 0.2 0.320q x y z

Find the rate of change of q with respect to
x, y and z. 10

3. (a) Explain with illustration the relation
between the average cost and marginal
cost. How is it possible that the marginal
cost continues to rise while average cost
declines ? 10

(b) A firm produces two goods, with output
levels 1q and 2q , and faces the total cost
function as follows :

2 2
1 2 1 2TC 45 125 84 6q q q q   

3 3
1 20.8 1.2q q 

Find out the two relevant marginal cost
functions. 10
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4. (a) Discuss the properties of a profit
function. 10

(b) A firm has the following total revenue and
total cost functions :

2TR 320 2q q 

2TC 1800 50 3q q  

where 1800 represents fixed cost
component. 10

Determine the level of output that would
maximise profit earned by the firm.

Section—B

Note : Answer any four questions from this
Section. Each question carries 12 marks.

4×12 = 48

5. What is consumer’s surplus ? How is it
measured ? Give illustration. 4+8

6. What is Cobb-Doughlas Production Function ?
Discuss its properties. 4+8

7. Explain the concept of economic efficiency. Is it
same as Pareto optimality ? Give reasons. 4+8
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8. Do you agree with the statement that
‘Walrasian equilibrium is Pareto optimal’ ?
Give reasons in support of your answer. 4+8

9. Discuss the relationship between the
marginal rate of substitution and the marginal
utility. 12

10. State the law of diminishing marginal utility.
Find out whether the law of diminishing
marginal utility holds for both goods A and B in
the following utility function : 6+6

0.6 0.8U A B

11. As the interest rate rises, does the inter-
temporal budget constraint become steeper or
flatter ? Give reasons. 12

Section—C

Note : Answer both questions from this Section.

12. Explain any two of the following : 3×2=6

(i) Discrete good

(ii) Expansion path

(iii) Concave function

(iv) Expected utility
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13. Distinguish between any two of the following :

3×2=6

(i) External Economies and External
Diseconomies

(ii) Homogeneous production function and
Homothetic production function

(iii) General equilibrium and Partial
equilibrium

(iv) Isoquants and Isocost line
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X Y

0.6 0.2 0.320q x y z

x, y z q
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1q 2q

2 2
1 2 1 2TC 45 125 84 6q q q q   

3 3
1 20.8 1.2q q 

2TR 320 2q q 

2TC 1800 50 3q q  
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12×4 = 48

4+8

4+8

4+8

4+8
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A B

6+6

0.6 0.8U A B

]

(Inter-temporal budget) (constraint)

(steeper)

(flatter) 12

&

3×2=6

(i) (Discrete good)

(ii) (Expansion path)

(iii) (Concave function)

(iv) (Expected utility)
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3×2=6
(i)

(ii)

(iii)

(iv)
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