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WiH: Homework 8

Consider a firm with the production function, Q@ = K/*L'?. Assume that the price of one unit of capital is r,

the price of one unit of labor is w, and the firm may sell each unit of output at price, p.
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(1) Does this firm have decreasing, constant, or increasing returns to scale?

(1) AT R Bl . AR b 2B

(2) Does the firm have a convex production function, i.e., does the firm’s production function exhibit a diminishing

technical rate of substitution?
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(3) Suppose that the firm owns a fixed stock of K = 64 units of capital. It must pay r = 1 per unit of capital
if the firm operates, @ > 0, but can avoid this cost if it chooses to shut down, @ = 0. Assume that w = 1 and

p = 6. Determine the profit maximizing level of output.
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(4) Suppose the wage rate increases to w = 3, what is the profit maximizing level of output?
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题目自相矛盾,停产不等于退出市场,仍需支付固定成本(题干却说可免去这项费用)
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