Practice Questions 1
1. Explain the differences between diminishing MU and diminishing MRS.
2. Explain the optimality condition: MUx/MUy = Px/Py. What does this condition imply?
3. In what conditions, can a corner solution to consumer optimization arise?
4. Use a relevant diagram to evaluate the differences (pros and cons) between cash subsidy and voucher program. 
5. Use a relevant diagram to explain when and why some consumers may choose to join a membership program.
6. Use relevant diagrams to explain the differences between Hicksian Method and Slutskian Method in decomposing the price effect in the case of a price rise.
7. Show how the demand curve for a Giffen good can be derived from the consumer choice diagram.
8. Use a relevant diagram to explain why some workers may work less when they receive higher wage.
9. Suppose CV and EV < 0. How can they be interpreted? What do they imply?
