
Consumer Equilibrium

1) Consider the marginal utility per dollar spent on good X, or MUx/Px.   To make that fraction increase in value,
which of the following should occur?

A) Increase the quantity of X consumed. B) Increase the price of good X, Px.
C) Decrease the quantity of X consumed. D) Increase the quantity and the price of good X.

2) Jessica is consuming X and Y so that MUx/Px = 6 and MUy/Py = 10. To maximize utility, Jessica should
A) keep consumption the same. B) consume less of both X and Y.
C) consume more X and less Y. D) consume less X and more Y.

3) Juan's marginal utility from strawberries is 200 and his marginal utility from cream is 100. Juan spends all his
budget. The price of strawberries is $5 per pound and the price of cream is $5 per pint. To maximize his utility,
Juan should

A) buy more cream and fewer strawberries. B) buy less cream and more strawberries.
C) buy more cream and more strawberries. D) do nothing because Juan is maximizing utility.

4) A consumer maximizes total utility when:
A) choosing more of one good and less of another increases utility.
B) choosing more of one good and less of another no longer increases utility.
C) marginal utility is maximized.
D) both a and c.

5) In words, the expression MUx/Px = MUy/Py states that utility is maximized when the marginal utility of the last
dollar spent on each good is:

A) the same. B) maximized. C) minimized. D) zero.

6) Refer to the graph above.  Which of the following points yields the highest utility?
A) b B) z C) e D) w

7) Refer to the graph above.  Which two points yield the same total utility?
A) Points b and z. B) Points b and e. C) Points z and e. D) Any two points.

8) Refer to the graph above.  Which points are affordable and maximize utility?
A) point z only. B) e and w. C) b and e. D) point e only.

9) Refer to the figure above.  Which of the following do points b and e have in common?
A) Both are affordable. B) Both maximize total utility.
C) Same equal marginal utility per dollar spent. D) All of the above.


