
ECON 101: Principles of Microeconomics Spring 2015

Discussion Section 1 - Solutions

QUESTION 1 (Algebra of lines)

(a) State if the follow pairs of lines do or do not intersect. If they do, solve for the intersection

point or points.

(1) The line going through (0,3) and (2,1); the line going through (0,-1) with slope 3.

They do intersect and the intersection is (x, y) = (1, 2). The equations of

the lines are y = −x + 3 and y = 3x− 1 respectively.

(2) The line given by 2x + 5y = 10 and the line going through point (6,0) with slope

-2/5.

They do not intersect, since they have the same slope, and (6, 0) is not a

point that satisfies the first equation

(b) I have $40 to spend tonight. I can use it to buy sushi ($8 a roll) or beer ($5 per bottle).

Assuming I spend all $40, draw the line that shows all the combinations of beer and sushi

I can consume tonight. Now find the equation of the line both in (Y = mX + b) form

and (aX + bY = C) form, where X is the number os sushi rolls, and Y is the number of

bottles of beer. What are the X and Y intercepts? What’s their economic interpretation?

The equation is: Y = −8
5
X + 8, it can also be written as 8X + 5Y = 40. The X

intecept is 5 and the Y intercept is 8. Their economic meaning is that 5 is the

maximum number of sushi rolls I can buy if I was only to buy sushi. Similarly,

8 is the maximum number of bottles of beer I can afford to purchase with my

income of $40.

(c) I have a line given by the equation Y = 4X + 5. Suppose I want to shift every point on

the line up by 2 units. What is the equation for the new line?

Y = 4X + 7: since you want to make a parallel shift, the slope (4) does not

change, but the Y-intercept goes from 5 to 7.
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(d) Suppose instead I want to shift the line to the left by 1 unit. What is the equation for

the new line?

Y = 4X + 4, the (parallel) shift is equal to a downward shift of the same size,

so the Y-intercept decreases by 1

(e) Suppose y is the number of apps I make, and x is the number of softwares I use to make

them. I find that I can produce according to Y = 8 + 3x. Interpret. What are the units

on the slope? What are the units on the y-intercept?

This equation gives the maximum apps I can make as a function of the soft-

wares I use to do so. It has a positive slope equal to 3, whose units are

apps/softwares, which means that for each additional software I use, I can

make 3 more apps. The units of the y-intercept are in apps, and their inter-

pretation is that I can produce 8 apps even if I don’t use any software.

QUESTION 2 (Positive vs. Normative)

Asses whether the following are positive o normative statements

(a) The moon is made of cheese Positive.

(b) We should go to the moon again Normative.

(c) Prices on the daily scoop are too high Mainly normative, though you can go and

check the prices in the daily scoop.

(d) To stay healthy, you must excercise for at least 30 min daily The normative part is

what you mean by “healthy”, the positive part is that it can be proven true

or false if 30 min has a positive impact on health, or whether if it is the right

minimum amount.

(e) Democracy is the best political system we have at hand This statement can be positive

as long as we agree on what is meant by “best”. Political scientists address

this quesiton with some degree of objectivity, for instance.

(f) I prefer State Street Brats over the Rathskeller This seems like an opinion, thus

normative, however, it is mainly positive as you can test whether this is

consistent with the decisions of the person stating it.

QUESTION 3 (Opportunity Cost)

Suppose the UW Lacrosse Club plays a game of lacrosse for 2 hours every Thursday night.

The fee a player must pay in order to participate in each game is $10. Troy is thinking about

playing next Thursday. Troy is also considering other alternative uses of his time, selling pizza

and earning $8 per hour.
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(a) What is the total cost and the opportunity cost of playing Lacrose next Thursday night?

Total cost: $ 26. Opportunity cost: $ 26. Remember that the oportunity

cost is what you must give up in order to get something, this is exactly what

economist consider total cost. In this case, is not only the accounting, or

monetary cost of playing Lacrose ($10), but also the $16 you have to give up

for not selling pizza.

(b) Suppose that Troy enjoys playing Lacrose $14, what do you think he’ll end up doing?

He’ll end up not playing lacrose, because the total benefit: $14 is less that the

total cost $26. Thus, he’ll sell pizza, because the total benefit of it: $26 (the

monetary benefit of $16 plus the $10 he’s saving from not playing Lacrose) is

bigger than the total cost of doing so: $14 (what he looses from not playing

Lacrose).

QUESTION 4 (Opprtunity Cost - real life)

What is the opportunity cost of attending college? A couple of examples:

Accounting Costs:

- Tuition, cost of books, housing and food you pay in college

What is given up to attend college:

- Wage of the best job you can get without a UW degree, how much you value

having a good sleep every night, (-)housing and food you’ll pay otherwise

The opportunity cost is the sum of all of the items above.

TA: Gabriel Martinez 3 30/1/2015


