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Paper 1: Microeconomic Theory 
 
1. Explain how the cost function can be derived from the production function.      20 

or 
2. Explain the process of derivation of a firm’s individual demand curve and the 
market demand curve in a competitive factor market when the factor is a single 
variable factor and when it is one of the variable factors.    20 
 

Paper 2: Macroeconomic Theory 

1. Explain the relationship between output and investment implied by the ‘accelerator 
theory’.          20 

or 
2. What are the implications of the life cycle hypothesis for the effectiveness of 
monetary policy?         20 
 

Paper 3: Mathematical Methods for Economic Analysis 

1. a) Solve the following national income model with crammer’s rule.  10 
 Y=C+I+G 
 C=a+b(Y-T); (a>0; 0<b<1) 
 T=c+dY; (c>0; 0<d<1) 
 
     b) A consumer has a utility function   U=U(Q) = abc  (a>0, 0<b<1) 
 Does the utility function display diminishing marginal utility?  10 

or 
2. a) Prove that Constant Elasticity of Substitution (CES) production function being 
linearly homogeneous satisfy the Euler’s theorem.     14 
     
    b) Distinguish between Partial differentiation, Total differentiation and Total 
differential.          6 
 

 



 

 

Paper 4: Statistics and Econometrics 

1. a) Discuss the relation between Laspayre’s and Paasche’s index numbers. 14 
 
    b) What is base shifting, splicing and deflating of index numbers.  6 

or 
2. Discuss the theory of Log-normal income distribution.    20 
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