Review Questions for Chapter 3 (Land Resource) EE475

1. Consider five plots of land in Thaksinburi province. All of them are situated along the only main road in the province, as shown in the following figure:


A ----------------------- B ----------------- C --------------- D ---------------------- E



50 km

        30 km

20 km

      50 km

Assume that:


- All of these land plots are of the same quality when they are used for cabbage cultivation. Each plot can produce 5 tons of cabbage per year at the total production cost of 10,000 baht/ year.

- Plot B is next to a major market (X) which buys cabbage at 5000 baht/ton.


- Plot D is next to a smaller market (Y) which buys cabbage at 4000 baht/ton.


- Transportation cost of cabbage is 50 baht/km/ton.

Calculate the land rent of these five plots of land and identify which of these land plots should be used in cabbage cultivation as well as where the product should be sold.
2. Somchai owns a corn farm. Assume that the average product of labor working on his farm can be represented by the following function:


AP = 1200 – 50N,

where
N = Number of workers (persons)







AP = Average product (bushels/year)

Assume that the costs of all other inputs (apart from labor) are very small. If the labor wage rate is 8,000 Baht/year and the price of corn is 20 Baht/bushel.
(a) Find the total product and marginal product functions of this corn farm.

(b) How many workers should Somchai hire to work on his farm? 
(c) What would be the value of total land rent, if he follows the solution in (b)? 
----------------------------------------

Solution

(1) 


	Land Plot
	Distance from
	Land Rent if sell at

	
	X
	Y
	X
	Y

	A
	50
	100
	2500
	-15000

	B
	0
	50
	15000
	-2500

	C
	30
	20
	7500
	5000

	D
	50
	0
	2500
	10000

	E
	100
	50
	-10000
	-2500


(2) 
TP = AP*N = 1200N - 50N2


MP = 1200 – 100N

MP = W/P 
(
N* = 8; 
Rent = P*TP – W*N = 128000 – 64000 = 64000

