#1

12. Five consumers have the following marginal utility of apples and pears:

Marginal Marginal
Utility of Utility of
Apples Pears

Claire 6 12
Phil 6 6
Haley 6 3
Alex 3 6
Luke 3 12
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The price of an apple is $1, and the price of afpear is $2.)Which, if any, of these consumers are

optimizing their choices of fruit? For those who are not, how should they change their spending?
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#2 Given the price of x = 3, price of y = 4, and budget = 120.
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A) Draw the budget line and find the equilibrium with the given indifference curve IC in the diagram below.
B) If the income increases from 120 to 150, where will be the new equilibrium so that the change in the

consumption of x be such that the Income Elasticity of x is equal to 1.

C) With the change of equilibrium you found in (B), what will be the Income Elasticity of y?



12. Five consumers have the following marginal utility of apples and pears:
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The price of an apple is $1, and the price of a pzar is $2. Which, if any, of these consumers are
optimizing their choices of fruit? For those who are not, how should they change their spending?
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* Claire — 6 _ 12 ; this means that when SFendincj $1_on apple , claire’s utility
1 a will equal fo 41 spend onpear, il reflects that Claire has already,

have a8 maximise Uﬁ\i‘t\ﬁ.

this means that when srendincj $1 on aPP\e . Phil wil gain

x Phl  — 6 > 6
1 2 more _utility than $1 sre}ndihs on_pear. fherefore  Phil should
consyme.mMaye app\es and decrease pear in oder o raise uﬂlihj,
X Hakuﬁ — 6 5 3 this means that  when spending $1_on_apple , Haley will gain
! 9 more u‘(\\‘\\j than 1 s]wndins on_ pear. 'ﬂ\erﬁ{oﬁz Haley should
Consyme _mMove app\es and  decrease pear in order to raise v’ti]ﬁkj.
A Alex — 3 6 3 this means shat when sperding $1_on_apple . Alex's utility
1 3 will etlua\ lo 91 sFe,nci on pear, i reflects that  Alex has a\readtﬁ
have a maximise uﬁ\i‘t\s,
* Luoke — S v F— this means that when sperding $1_on apple , Like will gain
1

less u‘(\\‘\\g than &1 sFmdins on_pear. 'ﬂwert{om Haley should
consumeless apf\es and increase. pear _in oder fo raise uﬂ\ihj.



A) Draw the budget line and find the equilibrium with the given indifference curve IC in the diagram below.
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B) If the income increases from 120 to 150, where will be the new equilibrium so that the change in the
consumption of x be such that the Income Elasticity of x is equal to 1.
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C) With the change of equilibrium you found in (B), what will be the Income Elasticity of y?
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