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Understanding consumer behavior and decision-making processes is fundamental in economics and
marketing. When an individual like John has enough income to purchase either of two goods, it raises
important questions about choice, preferences, and opportunity costs. This situation is commonly
explored through multiple-choice questions designed to test comprehension of economic principles
such as utility, preferences, budget constraints, and trade-offs. In this article, we will delve deeply into
the nuances surrounding such a scenario, analyze potential statements that could be true, and clarify
the concepts to enhance your understanding of consumer choice theory.

The Context of Consumer Choice

Income and Budget Constraints

A core concept in consumer behavior is the budget constraint, which defines all the combinations of
goods and services that a consumer can purchase given their income and the prices of those goods.
When John has sufficient income to buy either good, it means his budget constraint allows for the
purchase of at least one of the two options.

The key factors influencing his decision include:

- The prices of the goods.

- His preferences and tastes.

- The utility derived from each good.

- The opportunity cost associated with choosing one good over another.

Understanding these factors helps us analyze which statement among multiple choices is true when
John can afford either good.

Preferences and Utility

Consumers aim to maximize their utility, which is a measure of satisfaction or happiness derived from
consuming goods and services. When faced with a choice between two goods, consumers have
preferences that influence which good they might choose. Preferences are subjective and vary from
person to person, but they often follow certain consistent patterns, such as transitivity and
completeness.



Given that John can afford either good, his actual choice depends on:
- The relative utility he derives from each good.
- The marginal utility per dollar spent on each good.

Analyzing the Multiple Choice Statements

Suppose the question provides four options, which are typical in such multiple-choice formats. We will
analyze these options to determine which is true under the given circumstances.

Possible Statements:

1. John will purchase both goods equally.

2. John will purchase only one good, ignoring the other.

3. John is indifferent between the two goods because he can afford either.

4. John's choice depends on his preferences and the utility derived from each good.

Let's analyze each statement in detail.

Statement 1: John Will Purchase Both Goods Equally

This statement assumes that because John can afford either good, he will choose to buy both in equal
guantities. However, this is not necessarily true. The decision to purchase both goods depends on his
preferences and whether both goods provide utility that complements each other.

Key Points:

- If both goods are perfect substitutes, John might prefer to buy only the one that offers the highest
utility per dollar.

- If the goods are complements, he might buy both, but not necessarily in equal amounts.

- Simply having enough income to purchase either good does not guarantee he will buy both equally.

Conclusion:
This statement is not necessarily true. Having the financial ability to buy either good does not
automatically lead to purchasing both equally.

Statement 2: John Will Purchase Only One Good, Ignoring the
Other

This suggests that John will choose to buy only one of the two goods, ignoring the other entirely.
While this can happen, especially if he has a strong preference for one good over the other, it is not
an absolute rule.



Key Points:

- Rational consumers aim to maximize utility, which may involve purchasing both goods if they
provide additional satisfaction.

- If one good provides significantly more utility per dollar spent, John might prefer to buy only that
good.

- Alternatively, if the goods are substitutes, he might choose the one offering the greatest utility.

Conclusion:
This statement is sometimes true but not universally correct. It depends on his preferences and the
relative utility of the goods.

Statement 3: John Is Indifferent Between the Two Goods
Because He Can Afford Either

This statement assumes that because John can afford both, he is indifferent between them. While
affordability is a factor, being able to purchase either good does not necessarily mean he values them
equally.

Key Points:

- Indifference implies that the consumer derives the same utility from either good.
- Having the means to buy either does not guarantee indifference; preferences still matter.
- John might prefer one good over the other based on utility, taste, or other factors.

Conclusion:
This statement is not necessarily true. Affordability alone does not determine indifference.

Statement 4: John’s Choice Depends on His Preferences and
the Utility Derived from Each Good

This is the most comprehensive and accurate statement among the options. It recognizes that
consumer choices are driven primarily by preferences and the utility each good provides.

Key Points:

- When John has enough income to purchase either good, his decision is based on which good
maximizes his utility.

- The marginal utility per dollar spent on each good influences his choice.

- The concept of consumer equilibrium applies here, where he allocates his income to maximize total
utility.



Conclusion:
This statement is true. John’s choice depends on his preferences, utility, and the relative value he
assigns to each good.

Understanding Consumer Choice Theory in Context

Marginal Utility and the Law of Diminishing Returns

Consumers aim to allocate their income in a way that equalizes the marginal utility per dollar spent
across all goods. This principle guides decision-making:

- The marginal utility (MU) of a good decreases as consumption increases (Law of Diminishing
Marginal Utility).

- To maximize utility, consumers purchase quantities where the ratio of MU to price is equalized
across goods.

Implication for John:

- If John values Good A more than Good B relative to their prices, he will prefer to purchase more of
Good A.

- If he is indifferent, he may purchase equal quantities or any combination along his budget
constraint.

Budget Line and Consumer Equilibrium

The budget line represents all possible combinations of two goods that John can buy with his income.
- The slope of the budget line is determined by the relative prices of the goods.

- The point where the highest indifference curve touches the budget line indicates John’s optimal
choice.

In practice:

- If John has enough income to buy either good, he will choose the combination that maximizes his
overall utility, given his preferences.

Practical Applications and Real-World Examples

Understanding these principles is critical in various sectors, including marketing, retail, and economic



policy.

Example 1: Buying Food vs. Entertainment

Suppose John has a fixed income and is choosing between premium groceries and a concert ticket:

- If he highly values the social experience and derives significant utility from entertainment, he might
allocate more income to tickets.

- If his priority is nutrition and health, he might spend more on groceries.

- If he values both equally and has enough income, he might split his budget to enjoy both.

Example 2: Luxury Goods vs. Necessities

When consumers have sufficient income, they might diversify their purchases:

- The decision hinges on preferences and perceived utility rather than just affordability.

- Having the capacity to buy either does not determine specific choices but influences the range of
options.

Conclusion: Which Statement Is True?

After analyzing all options, the most accurate statement is:
"John’s choice depends on his preferences and the utility derived from each good."

This aligns with fundamental consumer choice theory, emphasizing that affordability alone does not
dictate purchasing decisions. Instead, individual preferences, marginal utility, and relative prices
govern which good John will choose when he has the income to buy either.

In summary:

- Consumer decision-making is driven by utility maximization.

- The ability to purchase either good provides options but does not determine which one will be
purchased.

- Preferences, utility, and marginal utility per dollar are key factors influencing choices.

Final Thoughts

Understanding the intricacies of consumer choice is essential for economists, marketers, and
policymakers. Recognizing that having the income to purchase either good does not automatically
lead to specific purchasing behaviors enables better predictions and strategies. Whether in designing
marketing campaigns, setting prices, or crafting economic policies, appreciating the role of



preferences and utility is vital for understanding consumer behavior.

By grasping these concepts, you can better interpret multiple-choice questions related to consumer
choice and develop a nuanced understanding of economic decision-making processes.

Frequently Asked Questions

If John has the income to purchase either good, which
statement is true?

John can afford both goods, but his choice depends on his preferences and the relative prices of the
goods.

Assuming equal prices for both goods, what determines which
good John will buy?

His personal preferences and the utility he derives from each good.

If John has the income to purchase either good, what does
this imply about his budget constraint?

His budget constraint allows him to afford either good individually, but not necessarily both
simultaneously unless he has sufficient income.

Which statement is true if John has enough income to buy
either good but chooses only one?

He is maximizing his utility based on his preferences within his budget constraints.

How does the concept of opportunity cost relate to John’s
decision between the two goods?

The opportunity cost is the value of the next best alternative that John forgoes when choosing one
good over the other.

If the prices of both goods increase but John’s income remains
the same, what is likely to happen?

His purchasing power decreases, potentially limiting his ability to buy either good unless his income
increases accordingly.

What does it mean if John has the income to purchase either



good but chooses to buy neither?

His preferences may not favor either good at the current prices, or he may have other priorities for his
income.

In economic terms, what does having the income to purchase
either good suggest about John’s budget line?

His budget line intersects with the axes at points that allow him to buy either good individually,
indicating affordability at those quantities.

Additional Resources
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Introduction

In the realm of consumer behavior and economic decision-making, the question of how individuals
choose between different goods given their income constraints is fundamental. When a
consumer—here, John—has sufficient income to purchase either of two goods, what determines what
he will ultimately choose? This question is not only central to microeconomic theory but also has
practical implications for marketers, policymakers, and economists analyzing consumption patterns.

This article investigates the nuanced considerations behind such decisions, exploring the theoretical
underpinnings, assumptions, and real-world applications. We will analyze multiple-choice options that
typically accompany this question, dissecting the underlying principles of consumer choice theory to
establish which statement is true when John has the income to purchase either good.

Contextualizing the Question

To understand the implications of John having enough income to buy either good, we need to clarify
several fundamental concepts:

- Income and Budget Constraints: The total amount of money John can allocate for purchasing goods.
- Goods in Question: The two goods are typically assumed to be desirable, possibly substitutable or
complementary.

- Preferences and Utility: The subjective valuation John assigns to each good, influencing his choice.

Given these, the core question is: Assuming John has the income to purchase either good, which

statement is true? This question often appears in multiple-choice formats, with options based on
economic principles such as marginal utility, substitution, and consumer preferences.

Theoretical Foundations



Consumer Choice Theory

Consumer choice theory models how rational individuals allocate their limited income across various
goods to maximize utility. The key components include:

- Budget Line: Represents all combinations of two goods that John can purchase with his income at
given prices.

- Indifference Curves: Graphs showing combinations of goods that provide John with the same level of
satisfaction.

- Optimal Choice: The point where an indifference curve is tangent to the budget line, indicating the
most preferred affordable combination.

When John has sufficient income to buy either good individually, the decision hinges on his
preferences and the relative prices of the goods.

Assumptions in Standard Models

- Rationality: John aims to maximize utility.

- Completeness: John can compare and rank all possible bundles.
- Transitivity: Preferences are consistent across choices.

- Non-satiation: More of a good is always at least as preferred as less, barring satiation points.
- Diminishing Marginal Utility: Additional units of a good provide less additional satisfaction.

Multiple-Choice Options Analysis

Typically, the question presents options similar to:

A) John will choose the good that provides the highest utility per dollar spent.
B) John will split his income equally between the two goods.

C) John will buy only the good that is cheaper.

D) John is indifferent and can buy either good without affecting his utility.

Let's analyze each statement in detail.

Option A: "John will choose the good that provides the highest utility per dollar spent.”
Explanation

This statement aligns closely with the principle of marginal utility per dollar, which guides optimal
consumption. The consumer maximizes utility when the last dollar spent on each good yields the

same marginal utility.

In cases where John has enough income to purchase either good, and both goods are desirable, his
optimal choice involves comparing the marginal utility per dollar of each good. If one good offers a



higher utility per dollar, he will prefer to allocate more funds to it, possibly purchasing only that good
if he desires.

Implications
- If both goods are perfect substitutes, John will choose the one offering the higher utility per dollar.
- If preferences are more complex, the decision depends on the shape of his indifference curves and

marginal utilities.

Conclusion: Option A reflects an essential principle of consumer choice—utility maximization through
equal marginal utility per dollar across goods.

Option B: "John will split his income equally between the two goods."
Explanation

While simplicity might suggest equal division, the equal income split is not an absolute rule. Instead,
the actual allocation depends on:

- Relative prices of the goods.
- Marginal utilities derived from each good.

- Preferences.

Unless the goods are perfect substitutes with equal prices, and John derives equal utility from each,
an equal split is unlikely.

Conclusion: This statement is generally false unless specific conditions are met.

Option C: "John will buy only the good that is cheaper."

Explanation

This reflects the law of substitution in a simplified context: when goods are perfect substitutes and
the consumer’s income suffices to buy either, they might choose the cheaper one to maximize utility
per dollar.

However, this ignores:

- Preferences for one good over the other.

- The utility derived from each good, independent of price.

- The possibility that John values one good more, despite its higher price.

Conclusion: This statement is only true under specific conditions, such as when goods are perfect
substitutes and preferences are indifferent.



Option D: "John is indifferent and can buy either good without affecting his utility."
Explanation

This suggests that John derives equal utility from both goods, and his income is sufficient to purchase
either without preference.

When is this valid?

- When John has indifference between the two goods.

- When the goods provide the same utility at the same quantities.

- When prices are equal, or price differences are irrelevant because utility is equal.

Implication: If these conditions hold, John can choose either good without impacting his overall utility.

Conclusion: This statement can be true under specific circumstances, especially when preferences are
genuinely indifferent, and the goods are equally valued.

Synthesis: Which Statement Is True?

Based on the foundational principles of consumer choice theory, the most universally valid statement,
assuming John has enough income to purchase either good, is:

"John will choose the good that provides the highest utility per dollar spent."
This aligns with the utility maximization principle, which states that consumers allocate their income

so that the last dollar spent on each good yields the same marginal utility, thereby maximizing total
utility.

Practical Applications and Real-World Considerations

While theoretical models provide clarity, real-world consumer behavior often deviates due to factors
such as:

- Brand preferences and loyalty.

- Perceived quality differences.

- Availability and accessibility.

- Psychological factors influencing choice.

However, the core principle remains relevant: consumers endeavor to maximize satisfaction within
their income constraints, making decisions based on utility per dollar.

Conclusion

In the context of assuming John has the income to purchase either good, the most accurate and



theoretically sound statement is that:
> John will choose the good that provides the highest utility per dollar spent.

This principle underscores the importance of marginal utility and relative pricing in consumer
decision-making. While specific circumstances may lead to different behaviors—like indifference or
preference for cheaper goods—the fundamental rule of utility maximization remains central.

Understanding this concept is crucial not only for economists analyzing market behaviors but also for
marketers aiming to position products effectively and for policymakers designing interventions to
influence consumption patterns. Ultimately, the decision process hinges on maximizing satisfaction
within the constraints of income—a principle that continues to underpin consumer choice theory
across diverse contexts.
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Final Note

Understanding the nuances behind such questions enhances our grasp of economic behavior and
decision-making processes. By dissecting each statement thoroughly, we reinforce the importance of
core principles like utility maximization and the marginal utility per dollar, which remain central to
both theoretical and applied economics.
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