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 Alice’s spending is allocated between apples and blueberry  I = PA*A + PB*B.

1) What is the equation that shows how many blueberries that Alice can buy depends on how many Golden delicious applies she decides to buy.  B= ??????   Show algebra for deriving the equation for B.
The price of Golden Delicious apples PA is $4.00 per apple and the price of blueberries PB is $2.00 per pint basket at the supermarket.  
2)  Alice is making up her shopping list today.  If she buys 1 more apple, what is her opportunity cost in terms of blueberries?

3) Which of the lines on the graph represents her $400 budget line at these prices?




a) X-X,    b) Z’-Z,   c) X-Y,    d) W-X
3). Alice before shopping feels that she is currently willing to give up 8 pint baskets of Blueberries “B” for one large Golden Delicious Apple, “A” and be just as well off (remaining on her current indifferent curve).   


In the graph below, what is the most likely point she is at on her budget Line before shopping.

Choose from these: C,  D, E,   F,  G,  or H,
Her marginal utility of applies is MUA = (TU/(A and her marginal utility of applies is MUB = (TU/(B

4) At ABOVE point, what is the ratio of MUA/MUB or her subjective rate of substitution in consumption (MRSA,B)   (a number)


              MUA    =                      =  



MUB 

5) At point D:  which of the below is true. 

      
a) MUA/MUB >  PA/PB, 


b) MUA/MUB <  PA/PB, 


c) MUA/MUB =  PA/PB  


d)  MUA<MUB


e).PA<PB 
6) At what point will Alice maximize her utility from
spending her $400 on apples and blueberries. :  


 Choose from these: C,  D, E,   F,  G,  or H
7) What is the ratio of Prices (slope of the budget line) when Alice is maximizing her utility with the current prices and income. (a number)
8) What is the ratio of Marginal Utilities (slope of the indifference curve) when Alice is spending her income to maximize her utility (a number). 
Ideal growing condition increases the yields of Golden Delicious Apples and the price fall to $2 per apple.

9) What line now represents best Alice’s budget line faces in the marketplace with a new lower price of apple.. 





a) X-X,    b) Z’-Z,   c) X-Y,    d) W-X

10) At what point will Alice NOW maximize her utility when spending her $400 on apples and blueberries. :  


 Choose from these: C,  D, E,   F,  G,  or H

11) What is the new ratio of prices (slope of budget line) when Alice is maximizing her utility with then new prices 

12) What is now the ratio of Marginal Utilities when Alice is NOW maximizing her utility with the new prices?  
     13) Using Z’-Z’ in the above graph, show what changes are caused by the substitution effect along the old lower indifference curve II and the income effect  by having a higher real income. 
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