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4.)

Qugstion 4: Cost minimization problem

Consider a cost minimization problem where firm chooses for optimal combination of capital (Kyand
labor (L). Supposc that r and w are the prices per unit of capital and labor, respectively. And assume
further that the production technology of this firm is given by VK + L = Q. Consider the following
problem

a. Solve for the optimal combination of capital and labor.
b. State the condition under which both types of factor inputs are used by firm
c. Derive the cost function.

Totol (ot equahon C= K+ Lw
L= key LW+ X b -AE-AL

&5 =WA=0

% ko
i ;
%‘ K+ L o=0

@ L--k*
® q

Q
&
© kKt kin

A\

Lﬂ(”
kL
0

t

o







