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L. A consumer spends $450 per week on two goods, X and Y. Px=85, Py=83. His
utility function is U =0.5xy>. What quantities of X and Y does he buy each
week in equilibrium?
2. A typical firm in a perfectly competitive industry , it has the following
long-run total cost function:
LTC = g¢° —60g" +1500g
where cost is measured in dollars and g 1is output per month
{a) Derive corresponding equations for:
(x) long-run average cost;
(y) long-run marginal cost;
(b) If the firm can its output at a price of P=§P75, how much will it produce
to maximize profit?
(¢) Is the equilibrium of the firm in (b) compatible with industry
equilibrium?
(d) If the industry is one of constant costs, derive the equation for the
long-run supply curve of the industry.
(¢) If the market demand curve is P=9600-2Q, many firms will there bhe in the

industry in long-run equilibrium?
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