Homework #1

1. Explain the fundamental economic fact of Scarcity.  Explain the relationship between scarcity and opportunity cost. 

2. Distinguish between strong and weak assumptions.  Explain the process of relaxing assumptions.   Give an example of a strong assumption, a weak assumption, relaxing an assumption.
3.  Identify the motive that we assume drives the choices of all individuals all of the time.

 4. Explain marginal utility, and the assumption of diminishing marginal utility. 

Analysis questions 5-11       

You are given the following information about the utility value of Big Mac's (assuming the burgers are free)   

                                          Number of Big Mac's       Marginal utility       Total utility
                                                       1                                   100                     X

                                                       2                                     90                     Y

                                                       3                                     Z                      270

                                                       4                                     5                        P

                                                       5                                     0                        Q

                                                       6                                   -10                       R

Use the information above to answer questions 3 -9 keeping the Law Of Diminishing Marginal Utility in mind

5. - the value of  X would be __________   

6. - the value of  Y would be __________ 

7. - the value of  Z would be __________

8. - the value of  P would be __________ 

9. - the value of  Q would be __________

10. - the value of  R would be __________

11. - a rational consumer would consume HOW MANY Big Mac's? _______

