Economics 130 – 1st Sem. 2009-10
Elements of Mathematical Economics

Exercise 6
(To be submitted August 23, 2011)
1. The production function of a firm is given by 
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 where  
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 is the level of input used.  If the price of the product is P40 per unit and price of input is P80 per unit, how much of input L should the firm use to maximize its profit? Test for maximum using the 2nd derivative test.
2. Given the demand function 
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 find the point elasticity of demand 
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a. Using the usual elasticity formula 
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b. Using the alternative elasticity formula 
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3. If the Philippine GDP is growing according to the function 
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 while population is growing based on the function 
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,  at what rate is GDP per capita growing?

4. If the yield per unit area of a commodity grows according to the function 
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and area planted grows by the function 
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, find the instantaneous growth rates of yield, area, and of production 
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5. If the value of wine grows according to the function
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how long should a wine manufacturer store the wine, assuming that the discount rate is equal to 0.10 per year?
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