Consumer and Producer Theory Andrei Gomberg

... EXERCISE 4:
Utility Maximization and

Expenditure Minimization

Part 1. Exercises 2.D.3, 3.D.4,3.D.5 (a-c), 3.D.6, 3.E4, 3.E.6, 3.E.7, 3.E.8
(plot indirect utility as a function of w and expenditure as a function of u).

Part 2.
Let X = Ri and let preferences be represented by the following utility

functions:
u(zy, re) = min {3z + 22, 222}

u(z1,z2) = max{azry,fx2} , a>0,0>0
u(xy, xe) = max{axy, ars} + min{zy, 22} , a>0

Derive the Walrasian and Hicksian demand, indirect utility and expenditure
functions.



