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o : Section ITL — Essay Qnestwns
: Answer the guestlon no.l and any THREE questxons from questlon no.2 to 5:

-1, -a) Production functxon of a compehtlve firm is given by Q = 2K03L85, prxce of_ _
labor is given as w. = 2, price of output is givenas P = 6.1fK=9 : = Py

i. Find the optimum labor rate
. If wisincreasedup to 3, find the optimum labor rate
. fw=2andPis decreased to4, fmd the optxmum labor. rate

“b) A firm has a production teclmoiogy given by: Q = L925K025, initial input
prices are given by w =1 and r = 1 Suppose for the moment that the amount .
of capital is fixed at K= 4

| 1 Find the marginal produc’c of Iabor o :
. Is the margmal product of labor dlmlmshmg? Why?
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