Economics 540B
Problem Set 4 Efficiency Short Answers

1. Distance Functions

(a)

Y a a
D Z, - ) DZ y L) =
0( y) min{ﬂjﬂ} (y ) Y
a Qo

b
v ) gl

Dg(l',y) = ?%527 Dl(y,x) = yl/o‘ , =0+ Qo
(c)

Do(z,y) = max{y /b1, y2/b2} Di(y,x) = min{z1 /a1, ra/a2}

o min{z,/ay, v2/as}’ 7 max{y, /b1,y /b2 }

(d)
Dy(x,y) = itye) ) Di(y,z) = —mﬁl/amgﬁa a=o +a
o\r,Y) = ai/p aafp i\Y, — o N — &1 2.
Ty T ay (w1 +y2)
(e)
Y min {a;x1, by, + baxa}
D = Di(y,x) = .
o(@,y) min {a;x1, b1y + baxa}’ (v, ) Y
(f)
Do(x,y) = irelf{9>0:%§%§x}
- 1191f{9>0; 9 ge}ify2 <y

LT, Yo < U1
xr
DO(I7y)

+o0 if yo > 5.

Spring 2009




Di(y,z) = 0if g > y1.
2. Consider
Ty ={(z1,22,51,92) = 0s: 9 + 5 <ai'23°}, p>1,0<ar <1,0<ay <l
If
Wty < aftag?
when is
(Ay1)” + (Ay)” < (Awn)™ (Awp)™?
Answer: When N\ = \*'72 je., when p = oy + .
3. Define each of the following terms and explain how each type of efficiency is
measured.
(a) Technical Input Efficiency
(b) Allocative Input Efficiency
(c) Overall Input Efficiency

4. Inequality

(a) Define each of the following terms:
i. Input Distance Function
ii. Cost Function
iii. Mahler’s Inequality.
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5. The output sets are
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6. Input Sets

(a) The input sets are
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(b) The input sets are
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7. Given the output distance function:
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the revenue function is
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