Wellesley College

Economics 101: Principles of Microeconomics

Fall 2001

Dr. Ananish Chaudhuri

Assignment #2

This assignment will be due back on Friday, November 2, 2001.  

Total points = 20 (Four questions each worth 5 points)

Please write your section number or the time that your class meets on your assignment. 

Here are the rules you must follow:

1. It is not necessary that you type your answers. Handwritten answers are fine. But your answers must be NEAT and LEGIBLE. 

2. All graphs must be NEATLY drawn and CLEARLY LABELLED.

3. Write only on one side and NOT on both sides of each sheet.

4. Clearly mark your answers so that your answer is readily apparent to me and I don’t have to search for the answer.

5. Hand in the assignment to me before class. This means you can hand it in to me as you enter the class. If you have to miss class for some reason then make sure it reaches me before class time. You can drop it off at my mail-box located on the fourth floor of Pendleton Office or at my office at Pendleton #415.

6. I will penalize you for untidy and sloppy assignments.

Question 1: 5 points

If Ann’s marginal rate of substitution of Y for X is 5 (in absolute value) – i.e. MUX/MUY = 5 the price of X is $9 and the price of Y is $2, then she is spending too much of her income on Good Y. Do you agree or disagree – why?  Draw a graph to illustrate the situation. 

Question 2: 10 points.

Jim consumes two goods X and Y and his MRS (i.e. MUX/MUY) is given by the formula (Y/X) where X is the number of units of X he consumes and Y is the number of units of Y that he consumes. If Jim’s income is $100, the price of X is $5, the price of Y is $10. What quantities of X and Y will he consume? 

Question 1: 5 points

Which of the four assumptions that we made about a consumer’s preferences are violated by the following two indifference curves?

(a)





(b)
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