C 0.65.

| 0.70. ; ih
28 On the portion of 2 worker's labour supply curve that is backward-bending,
A the income effect is negative.

B
(€
D

and a 0.3 probability of earning $3
71. The standard deviation of the job’s income is:
A $23,371.14.

23,0093

72.1f Dan were to take the job, how much insurance premium
to protect against the variable income associated with the job?

73. In which of the following situations ‘would
A The interest rate is 9 percent and the e
B The interest rate is 4 percent and the

you prefer to be the borrower?

expected Inflation rate to 7 percent.
expected inflation rate is 1 percent.
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e interest rate is 13 percent and the expected Inf]
e

e interest rate is 25 percent and the expected inﬂaﬁon el

ation rale is 39 percent.

res to a point wher ‘expense of labour is greater that the

product of labour, then

uld be increased by increasing
eincreased by Tédiféin

employment.

7. V¢ of bread wa'52,89 in 2005 and $449 SR wets
value is 84.7 for 2005 and 1169 for 2015 What 38 Sl




ecome smaller, then, other things equal, the demand

80. If fluctuations in interest rates b

forstocks and the demand for long-term bonds )
A decreases; decreases

B decreases; increases

& increases; increases

D increases; decreases

rom the past, except:

o @i

Long Answer Questions

— Answer aIl questmns in INK i
| ‘ in th spe prmded If you need more space, write on

(a)Calculate the equﬂj‘rgue:l:le ;:: . 1sd Yone of labour hos
At C[uantlty of labour. .
(2 marts)

(B)If the-goven :
(2;_ : | | LI §80 ca]iculate ; e d%i;l}velght
v

Tlustr:
ate the equilibrium wage and quanti orA{he X=an: y-mgercepfs
ty of labour, and the deadweight loss. (3 marks)

(d) Calculate the arc w.
al
ge elasticity of demand for 1
the minimum wages. (2marks) abour between the equilibrium and

2. A firm’s production fun
ction is Q=2K05[ 0
and L is labour. Th L99, where
e cost of capital is $80 per hour andQ &1; ::;:s c;fl o;ﬂput 1; is CAI;ITAL,
of labour is $30 per hour
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the marginal rate of technical substitution, (@ marke)

the optimum quantities of K and L re
quired to produce 2,
i 400 units of oy
i tput (4
firm wants to increase output to 3,200 unj :
N 3 & ts. Find the 2 3
quantity. Calculate the scale effect in the employment of 12223“‘(1; Input mix to
- (3 marks)

for both countries
umption bundles
of cheese (Qc) on

country has a comparative a /ine? In cheese? Explain. (4 marks)
e both countries follow its comparatlve advantage in deciding where to
on its PPC, Suggest terms of trade wl'uch would sat:lsfy both countries, and

“ranc only work 5

h ywﬂl glvehun $10 p day for a year, '
w}uch results in

w. After the year, Franc is given a raise of $5 per hou.r

e A[j «-

income effect from the $10 non-labor income.

ubstitution effect from Franc’s wage increase :
y curve was steep, what can we infer about the value he places Ot
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