
Spring 2014: ECON 300 Section 4  

MORE ON THE BACK… 

Homework Assignment #6 

15 points 

Due Date: Beginning of Class on Tuesday, April 29, 2014 

Instructions: Make sure your answers are precise, complete and legible, with plenty of 
explanation for why you did what you did. If I can’t read your answer, you won’t get 
credit for it. Don’t forget to label all items on graphs. Show all your work or points may 
be taken off.  
 

1. (7 points) There is a furniture manufacturer that uses labor (L) and capital (K) to 

produce tables (q). Its production function is given by 𝑞 = 3𝐿.33𝐾 .66. It pays a wage of $9 

per hour and rents capital at a rate of $18. 

a) What is the firm’s cost function? 

b) Suppose the firm wants to produce q=100 tables by minimizing costs at 𝐶̅. What 

is the firm’s isocost equation?   

c) What is the cost minimizing bundle of K and L that the furniture manufacturer 

can use to produce q=100 tables? Assume labor is on the x-axis. Hint: use the 

tangency rule from class and substitute the result back into the production 

function when q=100.  

d) Using the result from part (c), solve for the minimum cost of producing q=100 

tables. That is, solve for 𝐶̅ (in dollars).  

e) Graph the q=100 isoquant, the isocost line, and the cost minimizing bundle of K 

and L. Assume labor is on the x-axis and capital is on the y-axis.  

 

2. (5 points) The cost function for Johnny Appleseed’s company is 𝐶 = 150 + 20𝑞 + 4𝑞2, 

where C is total cost in dollars per day and q is ton-miles of apples hauled. 

a) Create a table giving output, fixed cost, variable cost, total cost, marginal cost, 

average cost, average fixed cost, and average variable cost. Use integer values of 

output from q=0 to q=10.  

b) Calculate the marginal cost function and find the output where average cost (not 

average variable cost) is minimized.  

c) Is this a short-run or a long-run cost function? Explain your answer with a 

minimum of 2 sentences.  
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3. (3 points) A pizza maker in Nob Hill has the following pizza production function: 𝑞 =

1.5𝐿𝛼𝐾𝛽, where 𝛼 = 0.25 and 𝛽 is some positive constant. It pays a wage of $7 per hour 

and rents its capital at $10 per hour.  

a) Mathematically, solve for the pizza firm’s long-run expansion path. Hint: see 

Appendix 7C.  

b) Suppose 𝛽 = 0.75. Is this firm’s expansion path upward sloping, downward 

sloping, or horizontal? What does the slope of the expansion path tell you about 

whether this firm is operating in the short-run or long-run? 


