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1. Consider the following partial information about a consumer’s purchase. He consumes

only two goods x and y.

Year 1 Quantity Year 1 Price Year 2 Quantity Year 2 Price

Good x 100 100 120 100

Good y 100 100 ? 80

Over what range of quantities of y consumed in year 2 would you conclude:

(i) that the consumer is better off in year 1 than in year 2?

(ii) that he/she is better off in year 2 than in 1?

(iii) that his/her behaviour is inconsistent?

(iv) that x is an inferior good for this consumer?

2. Coffee and Tea are substitutes. Given your utility level, how does the amount you will

be willing to pay to avoid being deprived of tea altogether depend on whether or not

coffee is available? Prove your answer.

3. Does the input requirement set

V (y) = {(x1, x2, x3) | x1 +min{x2, x3} ≥ 3y, xi ≥ 0∀i = 1, 2, 3}

corresponds to a regular (closed and non-empty) input requirement set? Does the

technology satisfies free disposal? Is the technology convex?
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4. Let c(w, y) = (aw1+bw2)y
1
2 be a cost function. Derive its production function and draw

a representative family of isoquants.
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