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EE 320 Introductory Mathematical Economics 

Semester 2/2012 

Problem Set 6 – Suggested Answers 

Derivatives of More-Than-One Independent Variable Function
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1.      ⁄        : Money demand increases with income. 

         ⁄             (   )            (   )        : Money demand decreases 

as the interest rate increases. 

 

2.   
 (   )        , showing that the demand decreases as its own price increases. 

     
 (   )             , showing that the demand increases as the price of a competing 

product increases. 

 

3.     ⁄  
  

     and     ⁄  
  

    , suggesting that the number of travelers increases as 

the size of either city increases.  

        ⁄   
    

      , suggesting that the number of travelers decreases as the distance 

between the two cities increases. 
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So, pD/m increases with m if       (“luxury” goods). 

    Similarly, one can show that
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[    ]             (“necessity” goods). 

 

5.  (a)     ⁄                    and      ⁄                    . 

(b) If K and S are both doubled, the catch becomes                           times 

higher. 

 

6. Suppose that a firm produces units of commodity using L units of labor.     ( )      

(a) Profit function: ( )    ( )     . 

F.O.C.     ( )       
 

 √  
  . 

Thus, the FOC in term of L
*
(w, P) is    [  (   )]    

 [  (   )]   . 

                                                           
1
 All questions in this problem set are from Sydsaeter and Hammond, 2008. 
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(b)      ⁄  
  (  )

   
  (    )     (  )

  ;       ⁄  
   
  (    )

    (  )    
  (    )

. 

 

7. Take logarithm on both sides and differentiate with respect to K: 
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.   Then solve for 
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 can be derived in the same manner.  

 

8. 
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9. (a)       
  

  
 

  

  
  

 (b)       
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10. (a)     ⁄  
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  ( )

  ( )  ( )
  

(b) Since p > 0, F'(L) > 0, and F"(L) < 0,     ⁄   ;     ⁄   ;     ⁄   . 

      We can show that F(L) – LF'(L) = B/p > 0.  Thus,     ⁄   . 


