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l. Suppose that a budgef('elC]'t]‘cllti(ﬁﬁ““iS"%iVCn by pix;+pyx, =m.

The government du;]deL tq 11}1p0 e a lump-sum tax of u, a

quantity tax on-googf'l !oi" tﬁl andia quantity subsidy on good

2of 5. What is the formula for the new budget line?(10%)

2. Explain why mdlgmal ullh}y itsell has no behavioral content.

...... J _
However, the matgmql rale of s{ubstltutlon can be represented

as the ratio of marginjal«.u-t-il-ifigg‘;j and it does have behavioral

[—

content, why? (10%)

3. Is it possible ail the g@ﬁ-dﬁ_axgjnfe ior? Explain your answer.’(10%)

§
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4. Cindy consumes goods px-And y/ Her demand for x is

given by X(pyx>m) =0.05m —5.15p, , where Py is the price

of good x. Now her income is $419, the price of X is $3,

prmmmn | o]

and the price of y is $“1‘I“1'f the'*pric of x rises to $4, what
are the i income eﬂ"ect ahd bubsmulm h effect on ]]BI demand?
e
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5. If the demand curve ﬁj*l"‘"“if] -ooaii--jis given by the equation

- 4o

elasticity of dunand when the price p is1? (10%)

q=2/p, where q is crua’nt;f[y alld p is price, what is the

6. John has quasili11ea1"‘"b]“eﬂzreﬁfz'cs and he loves apples. His

‘inverse demand function fet« apj fesiis p(x)=49-6x, where

X is the number of a p](.s tha[ Jiejonsumes. He is currently -

Je———
L

consuming 8 apples at a price of $1. If the price of apples

rises to $7 per apple, what is the change in John’s consumer
BN 5

surplus? (10%) ! T
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7. A ploht-max:m[zatlon Cco np@l ]VG I I'm uses just one input,
d

X, Its production function is q= 2xY 2. the. price of ouiput is
42 and the factor price is $7. Wh at is the amount of the facior

ponre [ ]
that the firm deman ds’? ( I GZ} ——
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8. Let’s consider the ¢ st [?‘uncfon c(y)—-y + 1. Please write
e i

down the 10Ilowmg related' tu}]ﬁs
a) variable costs andmdxed_ﬁrost;s_ 5%)
) avefage variable costs and average ﬁxéd costs (5%) |
c) average costs and marginal costs. (5%)
What is the output’ s:ch lhg m;nc ginal cost equals average
cost? (5%) ! - [
P

At what quantity |6f Sutpdt_i§ short-run average cost

minimized? (5%)

What does the supply.\curve look like? (5%)




