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Question 1 (Mandatory) (1 point) Saved

By selecting "yes" you agree to the following statement:

| affirm that | will not give or receive any aid on this quiz or access any unauthorized
resources and that all work will be my own.

If you do not agree, you will be not be able to take the quiz.

(® yes
(Ono

Question 2 (2 points)

Erika has a weekly income of $50 which she spends on tofu and eggs. 6 eggs cost
$3.50 and a package of tofu costs $3. Both of these goods are normal for Erika. If the
price of a package of tofu increases to $4, then the income and substitution effects
of this price change on the number of eggs she consumes will

() have the same sign
() have different signs
() 2. There is not enough information to tell

Question 3 (2 points)

For many home-produced goods, there are substitutes that can be purchased in the
market. Consider a homemade chicken soup. The monetary value of this soup can be
estimated by

O the cost of purchasing the same kind of soup at a market
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Question 3 (2 points)

For many home-produced goods, there are substitutes that can be purchased in the
market. Consider a homemade chicken soup. The monetary value of this soup can be
estimated by

O the cost of purchasing the same kind of soup at a market
O the market value of the time spent in preparing the soup
() neither of the above

() both of the above

Question 4 (6 points)

Ember (E) and Rajan (R) are a couple with individual productivities in both the market
and their home. Each has 10 hours per day to devote to work. E can earn $9 per
hour in the market, and can produce goods worth $8 per hour at home. R can earn
$12 per hour in the market, and can produce goods worth $6 per hour at home.

Market-produced goods cost $5 per unit.

Who has the higher opportunity cost of home production? Briefly explain how you
determined this.
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Question 5 (8 points)

Suppose Ember and Rajan choose to divide their time so that Rajan works part time
in the market and part time at home, while Ember works full time in the market.

Is this division of time efficient? Briefly explain why or why not.
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Question 6 (6 points)

If the couple chose to consume more home produced goods than either Ember or
Rajan could produce alone, and the couple wanted to maximize their joint utility,
which partner would produce market goods? Briefly explain why.

Note: you do not have enough information to provide a numerical answer.
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Question 7 (6 points)
What is the slope of the couple's joint production possibility frontier (ppf)?

What changes at the kink in the joint ppf?

Question 8 (8 points)

Suppose Ember and Rajan together initially chose a bundle of the two types of goods
requiring Ember to work part time in both the market and their home. One effect of
the COVID-19 lockdown was that Ember's return from market labour was reduced to
$7 per hour, or $70 per day. Nothing else changed.

Given their initial choice, how would you expect the allocation of the couple's labour
to change as a result of this? Explain this, using income and substitution effects.
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Question 9 (6 points)

One widely observed practice after the COVID-19 lockdown was an increase in
homemade bread. Flour, butter and sugar were difficult to find, and when they were
available in grocery stores there were limits on the amounts any person could
purchase at one time.

How might you explain this, using the information above?
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