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Economics 

ECO 6B 12- MATHEMATICAL ECONOMICS 

Time Three Hours 

Part A 

Answer aJJ questions. 

Each question carries ½ mark. 

1. If total revenue, TR = 100 - 100Q2 , then what is the marginal revenue? 

(A) 100Q2. 

(C) 200Q. 

(B ) lOOQ . 

(D) 200Q2• 

2. Given the Cobb- Douglas Production function Q = A K a JJ , A refers to : 

(A) Managerial efficiency. 

(C) Marginal profit. 

3. Lagrangian multiplier is a/an : 

(A) OLS method . 

(B) MLP method . 

(B) Marginal productivity. 

(D) Marginal revenue . 

(C) Constraint optimisation method . 

(D ) Unconstraint optimisation method . 

4. The marginal revenue curve in monopoly : 

(A) Equals the demand curve. 

(B) Is parallel with the demand curve. 

(C) Lies below and converges with the demand curve . 

(D ) Lies below and diverges from the demand curve . 

5. The ou tput elasticity of labour measures : 

(C) (L\ L)/ (i1 lt:) 

(B) (% ~ Q)/ (% t-. L). 

(D) (%L\ L)/ (~L). 
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6. In perfect competition, shut down point is the point where: 

(A) AR = AC. 

(C) AVC = TC. 

(B) AC= AVC . 

(D) Price= AVC. 

7. All of the solutions possible in the face of existing constraints are called: 

(A) Optimal solution. (B) Feasible. 

(C) Primal solution . (D) Dual solution . 

8. If P = 10, at the point on the demand curve where e = 0 .5, MR is : 

(A) 5 . 

(C) - 1. 

(B) 0 . 

(D) - 10. 

9. Which of the f?llowing is. not an assumption of linear programming ? 

(A) Constant output prices. 

(B) Constant input prices. 

(C) Increasing returns to scale. 

(D) Technologically fixed factor proportions. 

IO. If the cross elasticity of demand is - 2 : 

(A) The products are substitutes and demand is cross price elastic. 

(B) The products are substitutes and demand is cross price inelasbc. 

(C) The products are complements and demand is cross price elastic. 

(D) The products are complements and demand is cross price inelastic. 

I 1. Find differential co-efficient of 2X 3 + 3X2 + 4X + 10: 

(A) 6X 2 + 6X + 4 . (B) 6X + 6X + 4 . 

(C) 6X + 3X + 4. (D) 2X + 3X + 4X + 10. 

12. Empirical dema nd curves refer to demand curves estimated from : 

(A) Actual market price - quantity obser vations . 

( B ) Utility theory. 

(C) The new approach to consu me r theory. 

(D) Non e of these. 
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Part B 

Answer any ten questions 

Each question carries 2 marhs. 

13. Illustrate the Euler's theorem. 

14. What is meant by marginal propensity to save? 

15. What is profit function ? 

16. Define elasticity of substitution . 

17. What is optimal solution? 

18. What is meant by linear homogeneous production function ? 

19. Calculate MPC from the following information : 

Income Consumption 

120 120 

180 170 

20. Distinguish between perfect competition and imperfect competition . 

21. Briefly explain the meaning of price discrimination. 

22. What do you mean by an input output model ? 

23. Explain the primal- dual relationships in the linear programming. 

24. Define production possibility curve. 

(10 x 2 = 20 marks) 

Part C 

Answer any six questions. 

Each question carries 5 marks. 

25. Explain the degree of homogeneity . 

26. Explain rnultivariable function s with suitable example. 

27 . Find the AP, MP and output elasticity of capital and labour for the product10n fu nction : 

28. Explain the fundamental assumptions of linear programming. 
Turn over 
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29 . Dbru:::s the menninf! nnd s ignificance of Lagrange multiplier . 

30 . Wha t a rc th e neccs sory condition s for price di scrimination? 

3 l . D1, ru sc; the n:-: --umptions of input-output model. 

3:.2 . lll11 s t r:11l' t h e rclntionship be tween AR a nd MR with the help of a d iagram. 

P urt J) 

Answer uny two qu P.Htwn '> 

Each q11 e~ l io11 f·cirriN; 12 murks 
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33 . S tntE' nnd illu s trate thr conditions for the equilibrium of a firm und er pe rfect competition . 

34 ProYe that Cobb-Douglns prod uction function is a l inear homogeneous production fun ction of degree 

one . Id entify and prove its other important properties 

35 . Find sol u tion to the linear programming problem using graph ica l met hod : 

~la,ximizeZ = X 1 + 1.5X2 

subj ect to t h e constraints 

2X1 + 2X 2 ~ 16 

X1 -r 2X2 ~ 12 

4X1 + 2X 2 ~ 28 

X 1, X 2 ~ 0 . 

36. Dete rmin e the rel a tion between price and elastici ty under monopoly market. 

(2 x 12 = 24 mar k s) 
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