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#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

The price of an apple is@ and the price of a pear is Which, if any, of these consumers are
optimizing their choices of fruit? For those who are not, how should they change their spending?

#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?



To find consymer who is o?ﬁm‘\z‘mg heir Choices of %roi’r, Mowg‘mo.\ U\-’\\‘d'y per dolor can be opplied

fo see the omount of addifional uility that the consumer veceives gven the price ot goods,

Marginal Marginal

Utility of Utility of

Apples Pears s
Claire 6 12 b/1z b /o b bt b= 12
Phil 6 6 b/y = ¢ bl2= 3 b3z
Haley 6 3 b1 = b 32:1.8 b¥152 2.9
Alex 3 6 31 =3 bl2:3 3+3:= b
Luke 3 12 2= /2= b 5+b=Q

(1) Cloive is the one who best opfimizes Wer chaces of fruit due to the
Wighest +utal moxa'mal vhiily por dollor of agples and pears,

(2) For o'\‘n&rsl they should chonge Pnie spending by :
Phil = S\m\d ol budget for apples
HQ\Q" 2 s\)emd o\l \»Ase‘\ £or o‘”\es
Alex = Srevxd however he wanis ,’\\' will benefit equally

Luke = spend ol budget for pears

2 EQ COV\di’inV\S: (o‘d) 3X“'4»\i = 120

(new) 3x+ay = 150

used ho comsume X = 20 Y, = 15
3(25) +4(y,) =150
consume x move X, 25 Va2 1835 Y
150- 35

y Ya

120 > 150 /.07 = 25

Y17 1839
20 = 25 7. 0X= 257

15— 1835 ADy 25

b) n’;— 70X B E =4 >0
701 s

when B increases, consume X more

Y )
c) Mm— —1 .3 .450
701 25

when © increases consume y More



