Econ 301 - Problem Set 8

Question 6

Z = pizza, C=cola

UA = ZACA
Us = Zg°Cg®
€p = (10, 20)
es = (20,10)
(a) - o
MRS, = ——2 = -4
AT TUA Ty

US 32,0 G
UE~ 17 P0 T Zs

(b)
MRSy = MRSg

Ca_GCs
Zs Zg
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Z5(30 — Cs) = Cs(30 — Zs)
302y — ZsCqg =30Cy — ZsCyg
30Zs = 30C%

Cs=Zs

Edgeworth Box with Contract Curve

—— Contract curve Cy =2,
€a
B X
€s
B %
0 5 10 15 20 25

Z, (pizza for A)

30



