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Economics 202 ;

Name:

Dr. Smith
Pledge:
Quiz 5

Instructions:
*  You may not consult any outside materials. You may not consult with your classmates.
* You may use a calculator.
*  You have twenty-five minutes to complete the quiz.

If you use additional sheets of paper, then please staple the sheets to the quiz. Also, please be sure to cut any
whiskers from the additional sheets you use.

ACME produces widgets using the following production function:

Q = f(Lk) = Min{2k,1}
1. Derive the long run conditional factor demands for each input.
2. Derive the long run cost function for this firm.
3. Derive the short cost function for this firm. Assume that the firm has 10 units of capital.
4. Graph the firm’s short and long run cost functions. Assume that the price of each input is $10 per unit.
5.

Graph the firm’s MC, ATC, and AVC. (Once again, assume that the price of each input is $10 per unit.)
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