Answers to the Problems

4.
To maximize his utility, Pete attends 4 rock concerts and 3 operas. 
Pete will spend his $200 such that all of the $200 is spent and that the marginal utility per dollar spent on each type of concert is the same. When Pete attends 4 rock concerts and 3 operas, he spends $80 on rock concerts and $120 on operas—a total of $200. 
The marginal utility from the fourth rock concert is 60 and a rock concert ticket is $20, so the marginal utility per dollar spent on rock concerts is 3. The marginal utility from the third opera is 120 and an opera ticket is $40, so the marginal utility per dollar spent on opera concerts is 3. The marginal utility per dollar spent on rock tickets equals the marginal utility per dollar spent on opera tickets.

12.
The market demand curve passes through the following points: $6.00 and 22 CDs; $8.00 and 17 CDs; $10.00 and 12 CDs; $12.00 and 7 CDs; $14.00 and 2 CDs. 
At each price, the quantity demand by the market is equal to the sum of the CDs that Lee demands and the CDs that Lou demands. For example, at $6.00 a CD, the quantity demanded by Lee and Lou is 22, which is the sum of Lee’s 12 and Lou’s 10.

