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Case 1

® #Ls(lmdI 2R 1185) = $1.6mil/$16,000 = 100 ™8

|4 $7.5%100 = $750/71 7}



Case 2

o AU EAT 1§

o,

o
-7

o L.(dIEA 1E&54) = $1.6mil/$10,000 = 160

® % FH & $5¢160 = $800/A17F



Case 3

® YT =dFY 3

® Ex: #Ls = 50, #Ly = 80 ($1.6mil = $16,000* Ls +$10,000% Ly)

® = A=u| L& $7.5%50 + $5%80 = $775/A 7F
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Type 1:

:Q = F(Ly, Ly) = a;*xL;+ as*Ls

i

;OH
g

1.

=0

0&F,=Fg

CRS = F11 — Fgg

Q = Wl*L1+ WQ*LQ S.t. Q = al*L1+ ag*Lg

FA|: min TC



Case 1: aj/as > wi/wy = Hire only L;

Ly

isoquant Q = a1*L1+ ag*Ly

/ isocost = Wi*L1+ waxly

Ik L,



Case 2: a;/as < wi/wy = Hire only Ly




[.esson

Hire only L, or L, depending on the ratio of productivity to wage

- “corner solution”



.

Type 2: A4k A7 S F o} A Qo] FAdte B¢

Fio = Fy; = 0 but diminishing returns to each input (DRS) F;; <0 & Fy <0

Ex1Q=F L, Ly = LD+ L)'

Lesson: Hire Mix
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Type 3: A8 d7t N2 k] 45 2go] g A

F12>O&F21>OandF11<O&F22<O

Ex: Q = F (L,, Ly) = L,*2L,"?

[Lesson: Hire Mix






Type 4: AN 27} A2 o] Asago] Yt AL

F12<O&F21<OandF11<O&F22<O

Ex: Q = F (Ly, Ly = (L +Ly,H) "

[Lesson: Hire only one type of workers









