Question #76823, Economics, Microeconomics

John has a utility function U(B,Z)=AB”(1/a) Z*(1/B), where A, and are constants, B is burritos, and Z
is pizzas. If the price of burritos, P b is $10 and the price of pizzas, P z, is $5, and Y is $1790, what is
John’s optimal bundle?

1 1
U(B,Z) = ABaZP
I=pg*B+pz*Z
1790 =10*xB + 5% Z

1 1 1
MU, = AEBE_lZﬁ

1 1 1
MUZ=AEBEZ/3 !

1 1
Lpa-1zp Bz
MRS, , = -% =——=
1312%—1 aB
—Ba
B
Pp
MRS, , = ——
b,z D,
P _ B2
p, aB
For Z*
B
B==—p,7
Pp apz

From the budget constraint, we have the following:
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For B*:
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Optimal bundle is B-—a+ﬁ and Z__a+/2
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