
Wilf Csaplar Jr.       Economics 477           Revised Homework #4                 Due 9/20

The Last One!

Place your name on the back of this sheet of paper and nowhere else. Staple your answers on the
front of this sheet of paper.  Failure to follow these directions will cost you 1 point.  If you use
double-sided printing or print on the back of scrap paper, I will give you one additional point.

1) (35 points) Suppose your current income is $1000, and next year’s income is $1320.  How
much should you consume each year if the interest rate is 10% and your utility function is 

0 1 0 1U(C , C ) = C C ?  Show all work.1/3 1/3

2) (45 points) Suppose your utility function is U(C, D, B) = (C*D*B) , your budget is $36, the1/4

price of a concert is $6/concert, the price of a fancy dinner is $3/dinner, and a belt costs $2/belt. 
You also have a time constraint of 16 hours.  A concert lasts 4 hours and a fancy dinner lasts 2
hours.  Set up the two constraints and use a Lagrangian to find the equilibrium.  

2) (10 points) Why do we use a Lagrangian for the Von Stackleberg model, but not the Cournot?

3) (5 points) What is the price of this year’s consumption in Question #1?  Explain your logic.

4) (5 points) Why is the Cournot Model now called the Cournot-Nash Model?


