Econ 3020-01 Homework Assignment II
Due on Feb. 16, Thursday
1. Write a paragraph to explain why the indifference curve is convex. Be sure to include graphs and formula. Hint: you should begin with the principle of diminishing marginal utility. (12%)
2. Page 87, question 3. Microeconomics Behavior, 6th edition, Frank. (5%)
3. Page 87, question 5, part a) only. Microeconomics Behavior, 6th edition, Frank. (5%)
4. Page 87, question 6, part a) only. Microeconomics Behavior, 6th edition, Frank. (5%)
5. Page 87, question 8. Microeconomics Behavior, 6th edition, Frank. (10%)
6. Page 87, question 14. Microeconomics Behavior, 6th edition, Frank. (15%)
7. Page 88, question 18. Microeconomics Behavior, 6th edition, Frank. (10%)
8. (18%)






Refer to the graph above to answer the following:

a) If the price good x is $10 per unit, what is the consumer’s income?

b) What is the price of good y?

c) Write down the function for the budget line. What is the slope? 
d) What is the marginal rate of substitution at point A?

e) At point A, will the consumer be willing to exchange 3 units of good y for one unit of good x? 

f) Could the marginal rate of substitution at point B be equal to 1.5? Point C be equal to 1.5? Explain.

9. Martin gets utility from two goods: good y and good x.  He is currently purchasing 8 units of good x and 5 units of good y. MUx =24, and MUy= 10. Px=8, Py=5. Is Martin maximizing his utility? Why or why not? If not, what can he do to increase his utility? (10%)
10. Can a Giffen good be a normal good? Why or why not? Explain it in both graphs and words. (10%)
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