TAKE PRIDE in your WORK: Messy papers done without much thought will no longer be accepted.

Budget lines and indifference curves: Some exercises answer guide

1.

a.






b.  assuming only first round buying




c.






2. How can a combination with less of both be equally desired to a combo with more of both goods?

3.
a.

b.

120  =    4 M
 +  12 P




P = -1/3  M + 30   budget line is same as highest indifference curve; no way to tell

c.

120
=
5 M + 12 P; she will ONLY go to PLAYS

4.
Likely a corner solution; consumer still prefers luxury to compact cars even after lowering the price of compact cars.

5.


a.

straight lines (diagonal ) indifference curves

b.

straight (up and down) or horizontal lines

c.

usual curves shape
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