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s omginallg , the consumer's budgeE  tonstpaink

is 0%+ 0% < [00.
“The budget Line has heeizontal \nteecapt

100 _10 and vertical \nteecept
|0

_[299.._.5. Aftes. the change, hez budget
0

consteoit  becomes :
0% +45%, < 200.

200 _
—16-._l0 (the same

as befwe) and vextcal intencept —rf%-= -%-.—_8 (highee. than befoge) , ard so, the
consumer.'s budeet set has 9eown: she can now offced bundles she. previoudy could
not, and she can sl a{{cml all bundles she Pp.ev‘puslﬂ could, Theeefore she is
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o The new lbudget lne o shoun as the

blue lne.
&p: A%+ < 100
X=0=> y=100
Y=0= X=%

Pp: Xty <100

X=0 = y=50
Y=0 =2 ¥=Il0
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(b)Y « Yol o the flase o units , ture s
no 42X . Fou eadt addifonal unit good %
puechased  after 0 units , consumens pay
$0.90 tee unit ax. Theee Is o tax on the
second good. This is shown in e figuze .
T X<Fo Px=l € Py=2
~Fe x> Px'=15 t Py=2

() vy Pyl g foo the flest fownits, thae is no
subsidy . Foe each additional goodl 3 puechased
aftee 40 units , consumees oy $1.60. This is
shown in e Afiguee .
—F. ¥<P and Y>40
_Top 0<x<T0 ad Yy<40 =\t Py'=2
e Ay b y<io Px'o1gand Ay=2

52.5
Px=\ $Py=1.60

@ No, because the peeferenes are not complete as we  don't know the peefeeences
betuweeq any of »,, 283 and any of Bq, Bs. Once we have the nfoematan
By>Py , now we have complete peeferences. These prefeeenas are also teansitive
as we have the pankiy By>Bs>By>pyuBs. S the prefeeences are botih
complete and teansitive , there exdsts o wtitity function +mt eepeesent these
peefeeenas , foe nstarce. , w(By)= 90, u(Bs)=15, uld)=l, wiB,) =0 and u(p3)=0.
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@ Let R dawote e pelation. Note thak a relation - is a sukset of AxA (coetesan
Pooduet) wheve As f.

o Leflaxivity: R is not pefloxive sixa person P cannot loe“a'ﬁil bpothe.” of
himself/heeself, So PRP is ok possible .

- Teansitivity: R is teansitive sha i peeson P is o “full beothee” of  ard person
Y is afull beother of peeson %, then this implies P ond & are also
beothers. PRY and YRZE = PR %

+ Complaterness: R is not complete. within @ population , ue cannot clefine. s kind
of relation between individuals who are not brothers. That is, f peesen
Pand peeson Y are not beothees , then ue do not have PRY oo YRZ,

@5 » No, hee indifference. curves connot ceoss. To
peove, let's assumz {hey c2OSs. Sine they are.

& on the same indifference curve, AR and
similazly BNC. Tmnsiﬂvihj_ imples AnC.

& However, CcHA sine C is a bundle with more
of boti. commodiities compared to .

Comtzadiction =5 indiffeeence. cueves cannot
cRosS.
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A +(-A) X2
s Convex but not manotonic
£(ax+0-A)Y) € Ax) + (-Y) o)
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