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**If the marginal cost of production is greater than the average variable cost, does this tell you whether the average variable cost is increasing or decreasing? Explain.
1. a.      Why the consumer remains indifferent on all the points of indifference curve?
2. b.     What does the point show which is above the indifference curve?
(Marks: 1.5+1.5)
**Anam is earning Rs.15,000 and receiving 13 units of utility from her job. She is considering a new but risky job. She has a 0.50 chance of increasing her income to Rs.30,000 and having utility 18 units and a 0.50 chance of decreasing her income to Rs.10,000 and utility 10 units. How she will evaluate the position? Give your answer with the help of calculating expected utility.
(Marks: 2+1)
1. a.      Ali and Jamil decide to go into business together as economic consultants. Ali believes they have a 50-50 chance of earning Rs.200,000 a year, and that if they don't, they'll earn Rs.0. Jamil believes they have a 75% chance of earning Rs100,000 and a 25% chance of earning 20,000.
Keeping in view the above scenario what will be the expected value in case of Ali as well as jamil.
1. b.     Which type of probability has been discussed in the scenario subjective or objective? Give your answer with reason.
(Marks: 3+2)
 
Keeping in view the given below table calculate the total cost and marginal costs.
 
	Rate of output
	Fixed cost
	Variable cost
	Total cost
	Marginal cost
	 

	0
	40
	0
	 
	 

	1
	40
	50
	 
	 

	2
	40
	75
	 
	 

	3
	40
	80
	 
	 

	4
	40
	90
	 
	 


 
(Marks: 2.5+2.5)
