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#1
12. Five consumers have the following marginal utility of apples and pears:
Mafr_ginal Mafr_ginal Mu, M“g
Utility of Utility of
Apples (x) Pears (y x| Py
Claire 6 12 6 6
Phil 6 6 6 3
Haley 6 3 6 1.5
Alex 3 6 3 3
Luke 3 12 K) @

The price of an apple is $1, and the price of a pear 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?

#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?
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From +he table , we can conclude twot Cloir omd Alex had optimized Lheir choces already,
+Phil ond Haley should buy more apples becavse ® is giving vaore U‘h\"hﬁ por ore unit price
*Luke ghould bua ™are pears becayse W is 9‘.,;.‘5 ore, u‘\'\\'\-BJ-

@ a) B4Ry = 120
at X =0, Y= 13\3= 30
ot y = 0, X= 120540
K}
P oveey = w0 150 YL; ) ;z?; -
when *‘O;U’T’”'S .
150 1 : 70X
when Y =0 % = 5 >0 (150-120)/120
| L sox
0.25
0.15 = AX

X increosed by 257
From 20 Yo 20 %195 =25k

Therefore, ¥he equilibrium & ot (25, 18:35)

() At tme rew equilibrium (x,  y)) - (25, 1.39

'ly 2 %0Y | (135-15)/15
1 0.25 = #

Twe income Elasjr'\cibj ot Y s also equal 10 !




