[image: image1.png]Lindsey and Shaun are stranded on an island. and must decide how to alloca!e a lmal of 200
pouuds of board wax between them. Lindsey’s utility function is given by U™ = B,_ . where B,_ is
the quantity of wax consumed by Lindsey: Shaun’s mlhty is smulally defined by U® = 0.5Bs"

a) Write down an expression for Shaun and Lindsey’s utility possibilities frontier. and
sketch it in a nicely-labeled diagram.

For parts b) through d). calculate the amount of wax that will be allocated to Lindsey and to
Shaun. and the level of utility that will be reached by each. if a social planner maximizes the
indicated social welfare function. In each case. show your work.

b) W(U- US=U"+1U*
¢ W(U-U)=U"T®
d) W(U. US)=Min[U", U%]
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Suppose Shaun requires a utility level of at least 5 to remain alive. How should the wax
be allocated so as to maximize the sum of utilities subject to the constraint that Shaun
receives at least that minimum level of utility?

Indicate your answers to parts b). c). d). and e) as points on your UPF from part a) [if
need be, you can draw a new diagram]




