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Answer any four questions.
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1 21 2u x x    l , where l is the labour hours and the

budget constraint is 1 1 2 2q qw x xl =  where

ii)     Assume utility is 2u x  l where l is the labour hours and the income constraint is
         M = b+( 1 – t) wl. How is the choice of l affected by increase in b and t?  Explain
         these effects.                                                                                                          [ 3 ]

[ 1.5 ]

two

1 1 2 2q q1 t , 1 t   

levels of saving and consumption plan.


