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3. (20 % » 8/ 10 4 ) True/False/Uncertain
(A) The slope of a labor demand curve is always negative.

aPs . i oo . oo -
B) 5 s always equal to £ for an individual firm in a perfect competitive market. But it is not

true for monopoly. PS is producer surplus, 7 is profit and P is output price.

4. (10 %) What are homogeneous and homothetic functions? What properties do they have in
common? How do they differ? When would an economist prefer one over the other when building

an economic model?

5. (10 %) A consumer has initial wealth $90,000 and faces the risk to lose $30,000 with probability
0.1. An insurance company offers the following insurance contract: The consumer gets a payment P
> 0, if she suffers a loss, and zero otherwise. The premium for this contract is 0.1P. Assume that the
consumer has an expected utility function and is strictly risk averse. Will the consumer buy the

insurance? How much premium will the consumer pay in order to maximize his/her expected utility?

6. (10% B )BS5y) METHLEE  ERAVRLELELLHEEN -
(A) strictly dominated strategy
(B) conditional factor demand function
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