Cost minimization



Cost minimization problem




[ .ong run vs Short run

Short run: g = f(L)
Long run: g = f(K,L)



Choice of production
DrOCESS

Short run: g = f(L)
Long run: g = f(K,L)




Deciding the cheapest production




Cost minimization rule
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Repeat until balance achieved!



_agrange multipliers

L(A,x) = wx — A(f(x) — y)
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Cost minimization
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