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WiH: Homework 1

Bridgette likes scones and tea. She has £10 to spend on scones and tea; scones cost £2 each, and cups of tea

cost £1 each. Sketch her budget constraint on a graph with scones on the horizontal axis and cups of tea on the

vertical axis. Bridgette also has a calorie constraint: she can only consume 800 calories, and each scone has 200

calories, while tea has no calories. On your graph, sketch in Bridgette’s calorie constraint and indicate her budget

set - the set of feasible combinations of scones and tea given her two constraints. Label all the kinks of Bridgette’s

budget set with their coordinates. The tea shop where Bridgette buys scones and tea started putting sugar in the

tea, so that each cup of tea now has 50 calories. In a new graph with scones on the horizontal axis and cups of

tea on the vertical axis, sketch in Bridgette’s money constraint (she still has just £10 and prices did not change),

her calorie constraint (she still only consumes 800 calories), and indicate her budget set. Label all the kinks of

her budget set with their coordinates. Show your work.

Bridgette B Al RPN thA £10 ATRARBEISGXERITT . SRRVHNERMZ £2, KHEMNE £1.

(1) WTEARARZ T, DAEIREDFR B AR, ZSrBo N, i R i i) F0 2 TR e

(2) Briget IS ZRER AR WAYREEIRA LR 800 R H, MANFIREYIS 200 RIEHE, XA REE.
TEFEI 22t Bridgette 1R LGN, HAMCH TR (R B E AR i AR AT A ) HhsEma e
I 45 R AR o

(3) ZIETFRALEZS ot , XIS AR 25 R B A5 50 RER L. FEF AR 2l , AT REDE R Sa kil 2%
WO AN, 25 Bridgette WA 2R (KRIAIIA £10, HMEAL). REEHLZRL (7752 800 Rk H
BRI, FHAMOCHIIELE, FFERE AP AR

fire %

(1) BSELRN 28 + T =10

2
(3

)
)
)

RHHLZIH 200- S +0-T =800 B S = 4, FUALMEHELRILM SR EARLMA S5, BB (4,2)
BRI LR 2008 4 507" = 800 R 45 + T = 16, SHriiia L8R A L3 -5 5 R ik AR M2 4€, BRaL

iR (3,4)

10 10

il 2%
R R 2ok




WiH: Homework 2

Ethel has preferences over amounts of goods 1 and 2 represented by the utility function u(z1,22) = x3 + o,
where z; denotes how much of good 1 she has and x5 denotes how much of good 2 she has. Write an expression
for Ethel’ s marginal utility for good 1. Does she like good 1?7 Explain your answer. Write an expression for
Ethel’s marginal rate of substitution at any point. Do Ethel’s preferences exhibit a diminishing marginal rate of
substitution? Suppose Ethel was at the point (x1,x2) = (10, 10), and Pete offered to give her 2 units of good 2 in
exchange for 2 units of good 1. Would Ethel be willing to accept this trade? Explain your answer. On a graph
with good 1 on the horizontal axis, sketch Ethel’s indifference curves through the points (1, 0), (2, 0), (3, 0) and
(4, 0). Does Ethel have convex preferences?
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WiH: Homework 3

Consider Logan, a consumer who has preferences represented by the utility function U(H,J) = H P4 J %, where
H represents the number of healthy meals Logan consumes per week and J represents the number of unhealthy
(junk) meals that Logan consumes per week. Logan has an income of $42 per week. The price of healthy meals and
the price of unhealthy meals are each $2 per meal. Find Logan’s utility-maximizing consumption bundle. What
proportion of the meals that Logan consumes are healthy? Now suppose that Logan’s parents offer to pay for 50%
of Logan’s healthy meals, thus lowering the price of a healthy meal to $1. Find Logan’s new utility-maximizing
consumption bundle. Now, what proportion of the meals that Logan consumes are healthy?
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WiH 2.3
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SiH 3.9
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W] 4.8
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JWH 5.7
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