
I 
I 
I 
i 

I 

I 
I 

~ ·{ .~. 

5. ~?os:= a prn~ucti~nfunction is ~iven, by~/The pric~ of capit~!,.b,ilQ and the prlce of labor is~. The 
/capitahs fixed at the level K = 8. What 1s the total cost function of tM firm? 
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c; if w = r, then when the producer minimize cost 
~:tmust equaYk. 

""' dfil>r/lDL my,g{~qua! MPK 
{c)?<{v'IRT~ 1 
(d) );_~d L must be inputs substitutes. 
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I I 2. In the short run: 
~-AB costs a;e fixe_d 

(la<J. All coyare variable 
@it l/C1st one cost is flxed 
~ TJ;te marginal cost curve intersects the average fixed cost curve at its lowest point s 
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3. Output for a simple production process is given by = 4KL. e price of capital ls $20 per unit ar!d capital is fixed at 
~ / -- ~ ::) units in the short ru,iy'The price of labor is $.8,,per unit. \Nha! is the total cost of producing 1.0G units of output? 

{a) $60 @>/' {c) $540 {d) $100 (el $32 [c ~ ~ le1t1 ~r ~l- 

[e) 24.25 

1. Suppose a firm's short run cost curves were found to be: TC= q2 + 4q +5, where q is output. What is the firm's AVC 
to produce 20 units of output? 

.: (a) 480 //. 

@/~4 . (c) ? 
(a 5 
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