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Budgetline: PxX+PyY=I

Slope=-Px/Py
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Fig. 3-1b

Slope=-MRS(x,y)

Indifference curve




Yusen Sung 2008/11/4

Y Y
A A
Satiation
Bads
Good/bad Bad/bad
&/ Good/good d/good
> X > X
Y Y
A A
Extreme better than average
Lexicographic
X>Y
> X > X
Y Y
A A

1-to-1 complememts 1-to-1 substitutes

&




Yusen Sung 2008/11/4

»
»

Fig. 3-3
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Tangency, MRS*'=Px/Py

PxX+PyY=I
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