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Quiz#4 EE320 Semester 1:2019: Answer the question in the area provided.
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Suppose that demand for labor can be given by L* = (;) Y8, where L is the
optimal level of capital installaton, w is the market wage, T is the capital pnce, and
Y is the targeted level of output. Assume further that all the parameters are positive,

and that @ + f = 1. Consider the following question

2.1 (2 points) Is the given function a homogeneity function in r, wand Y. If yes, state
the degree of homogeneity.

2.2 (5 points) Derive the total differendal of L*.

2.3 (3 points) Calculate the elasticity of labor demand with respect to the targeted
level of output (Y).
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