Economics 130 — 1% Sem. 2011-12
Elements of Mathematical Economics
Exercise 6 - ANSWERS

Production function: Q =1000+80L —0.5L?, P =40,P =80

Profit z = Total Revenue - Total Cost
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a. Using the usual elasticity formula
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b. Using logarithms:
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GDP per capita growth rate
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Population: N =90e%%*
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GDP per capita =



Rate of growth of production

Y =25(2)*, A=100e% note: %bt =b'Inb
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Production = Yield x Area »> Q=Y*A
Iy =1, +T, =0.3465+0.04 =[0.3865

A=Ve ™ =V =1000e*" (%) j.e. V continuously discounted at 10% per annum
In A=1In1000+1.4t>> —0.10t

i(In A) :id—A =0.7t°°-0.10

dt A dt

dA 705 -
T A(0.7t7°-0.10)=0 equate to 0 for a maximum

SinceA=0, 0.70t°°-010=0 = t°°=0.10/0.7=0.1428
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