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1. (a) Suppose that a firm’s production function is 
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in the short run, where there are fixed costs of $1,000 and x is the variable input, whose cost is $4,000 per unit.  What is the total cost of producing a level of output q.  In other words, identify the total cost function C(q). (5%) (b) Write down the equation for the supply curve. (5%) (c) If price is $1000, how many units will the firm produce?  What is the level of profit? (10%)
2. 某縣的縣政府雇用交通巡察員來取締違規停車。縣政府委請專家研究發現，雇用一位交通巡察員時，每一個違規停車收到罰單的機率為0.25；若雇用兩位交通巡察員時，每一個違規停車收到罰單的機率為0.5；若雇用三位交通巡察員時，每一個違規停車收到罰單的機率為0.75；若雇用四位交通巡察員時，每一個違規停車收到罰單的機率為1(即百分之百會被取締)。雇用一位巡察員一年的費用是$200,000。目前，縣政府雇用兩名巡察員，且對於每次違規停車的罰款為$500。(a)若所有駕駛者都是風險中立者，要維持目前防止違規停車的效果，若要極小化縣政府取締違規停車的成本，你會如何調整巡察員人數的聘用以及每次違規的罰金；(b)若所有駕駛者都是風險趨避者，則你在(a)的答案是否會有改變，請予以說明。(20%)
3. Suppose you are given the following information about a particular industry:
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Assume that all firms are identical, and that the market is characterized by pure competition. (a) Find the equilibrium price, the equilibrium quantity, the output supplied by the firm, and the profit of the firm. (10%) (b) Would you expect to see entry into or exit from the industry in the long-run?  Explain.  What effect will entry or exit have on market equilibrium? (5%) (c) What is the lowest price at which each firm would sell its output in the long run?  Is profit positive, negative, or zero at this price?  Explain. (10%) (d) What is the lowest price at which each firm would sell its output in the short run?  Is profit positive, negative, or zero at this price?  Explain. (5%)
4.  The short-run cost function of a company is given by the equation TC=200+55q, where TC is the total cost and q is the total quantity of output, both measured in thousands. (a) What is the company’s fixed cost? (b) If the company produced 100,000 units of goods, what is its average variable cost? (c) What is its marginal cost per unit produced? (d) What is its average fixed cost? (e) Suppose the company borrows money and expands its factory.  Its fixed cost rises by $50,000, but its variable cost falls to $45,000 per 1,000 units.  The cost of interest (i) also enters into the equation.  Each one-point increase in the interest rate raises costs by $3,000.  Write the new cost equation. (30%)
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