PS3,answers

Wednesday, March 13, 2024 11:13

PROEBLEM SET 3

Consider a firm with production function
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Yisa wvariable, F is a positive parameter.

(1)

1.Draw the production function, and the corresponding
production set. Is the production set convex?

2.Let p be the price of the output, and let w be the price of

the input. Draw the average cost curve {C(1)= ‘—-‘.l' = 1—X_F
pd  peld)

3.For all allowed values of the parameters, find all global
maxima of the following maximization problem, or show
that none exist.

Objective function pe( -l
Constraints 1 =0

wvariables X

parameters o, F

conditions on parameters - 0,1 >0.F=0
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