
ECO 6122: Microeco.omic Th€ory Iv
E ononics Dcprtneni
UnirecitJ of Oiiam

Mid-tem exm
Profcsos Lods Hotic and/ct Mdccl M&cit

NB This exam ha 2 D.ges

Part A. Producer Th€ory. (50 points)

1, Th€ cftt runction (20 poinis)
1 4  ( i  p r " )  D  F " \ a  - 8 , o .  t D ' o .
lb) (5 ph) Suppce ihd ihe (onsmput, r inpdt pmdudion tcchnolosy dbjbib con
sxut {lurns to eale. shos thai
rc) (5 pts) comparc thc avcbse and Dalgina.l osi lu'clions vitl' consi,r't reiur$ 1o 3calc
1d) (5 pt8) whd can re sy aboui ffxcd co* siih a condmi rciums to scalc i$hnolosr?

2, The techrclogy ofproduction (20 poinh)
co$ider a sinslHutpui, i{D inpd prcdudion tcchnolo&r ! = l(rr, .r.
2e) (5 pts) wiih ihe help ol a sraphic, dc6nc what t a .oz,er in
2b) (5 pts) Eaplain inttritively *hsi .onvexiiy or ihe inpui requircmeni sd inplics, i.e
vhr is il a rcsonable aumption io n'a,ke1
2c) (5 pts) can m inptrt rquiremeDt set bc both convcx and non nonoionous? Jusli!
,d) (5 pts) Cm ihe Dpui reqnireneni sei be conyd vhite ihe prodDciion po$ibilitics sei

A .6t lun.tion h siven by ciur, ut, u) * lu\ + ut!.
3a) (5 pis) Dcrivc ilrc mnditional retor dcnands
3b) (5 pts) Dsivc ihe smcidcd prcduciion lLDction.



PMIB, CoDsuDerTheory: True! Fllse or Un.eftain, (18 points).
Respond lo thefollowing3 qucstions, Justi$ your roponse,

L A consumer wirh a diiect illly tuncrion !(',rr ) = min(rr,r, ) hs $e followinc
indircct ilityfunction: '(?,') = naxlnI pt,hI pJ.

d ( p n \  h  D . ( o n \r  I r =  - -  s d . .  . . h e n i . r  a L " . . r 1 o r L ,  I . ?  0
dt ,  \p.d )

where ( is thc nunber ol goods.
3. The snbsliiulion nrtrix is nesarile semi-dcfiniic bccause the i.diecl udhy Iunction

Plrt C. CoNuner Tteory Problcms, R€spond to thc following 2 queslions. (32

4. (12 points) Prore dral ifprefeiences trc srricrly convex dd prices are aU slicdy
posirive,thenthere isauniquebundle !(?,r) lharbaxinias utilllonihebudsel

5. (20 poinrs) Suppose a bousebold has rhc following cES dnect uliliry tunction.
(r,, r, ) = (alf + 6if )'', whee 0 + p < t, 6d rhe fouowins budcci mhsrrainr

a. Find lhe Masbauim demand tunctions.
b. Find rhe indiEct uriliq/ tuncrion
c. Shov thal fie nrdnect urilit/ tuncrion is honogenous ofdesFe zro in?and D.
d. Fin.l the expenditure tunctioh
e. Show thai tbeexpcndiinre nDction n concave inp
i Find the Hicksids defrod tunclions


