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1 Ca If Belle has 87 budget both train and cheese cost 1 each

h e TUL Mah Tve Muc
M
Ypn MVelpe choice remainingbudget

I 15 15 12 12 15 12 he C F 2 5

2 26 It 21 9 11 g ha c 5 2 83

3 35 9 27 6 9 6 hz c 3 2 81

u 41 G 32 5 6 5 ha ey
5 45 4 35 3 y 3

6 48 3 37 2 3 2

7 49 I 38 a 1 I

from the chart Belle should purchase 3 units ofham and saints ofcheese

only

b Belle will not reach the maximum utility due to her budgetconstrain

Maximum utility is when the value of marginal utility Mu o

Belle's budget constraint is preventing her from purchasing more ham

and cheese to the point Muso thus she can't receive maximum

refit
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Assuming the consumer's equilibrium is at point B

MUC Pe
MUM 8 Muy 12

Muy Py Py 10baht

q Pee 10 8
T2 To I Pee Tg 6.6baht

At consumer's equilibrium point B when the priceof y is Py 10baht
the price of re Pee 5 baht

Cb

At point B Budget line B Pax t PY X H i 4 9

Given Pa 180 baht

MUI Pe Pg
d2 t8 270 baht

Muy Pg More 8



Hence budget line B 180 4 270 9 3150baht

Considering point c to a e MRS tatty 9gI 41 2.25

MRSney 2.25 There is a loss in relative marginal utility

d According to the lawof diminishing marginal utility the

number of utils continues to decline as more unit of a product

is being consumed

In the example the consumer's utility received from consuming

avocado is diminishing The indifference curves are moving downwards

At point A the numberof avocados consumed is 2 and the
consumer'sutility is at its highest As the numberof avocados

increased to point B until point 9 the satisfaction level is

shrinking


