Quiz 4
Q:  Find the cheapest way to produce 60 units for a firm with a production function given by f(L,K)=2L+3K and the factor prices are w=7 and v=10.

A:  To make 60 units it must be that f(L,K)=60 so 60=2L+3K.  

Given the shape of the isoquant curve, the cheapest input bundle will be either all L and no K or all K and no L.  These two possibilities are (30,0) and (0,20).  

The cost of (30,0) is 7*30+10*0=210.

The cost of (0,20) is 7*0+10*20=200.

Therefore the cheapest way to produce 60 units of output is with L=0 and K=20. 

