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Exampl

A firm sells 600 units at a price of $3 each. What is the Total Revenue received by the firm?
Correct: Type in 1800
Incorrect: Type in 1,800

Incorrect: Type in $1800

L
(25 total points) Joe runs a farm. He rents the land for $240 a day, and he can hire workers for §10 per day for each worker. His short run production function s given in the first two columns of the following table.
‘Complete the table below by filling in ALL missing numbers. If your answer is a decimal rather than a whole number, round your answer to the nearest 2 decimal places.
Helpful advice: When filling out large tables, you may want to print the table and fill it out by hand. Then, type in the numbers when completed with your work. In addition, this will give you a completed table to view when
answering the problems below the table. This practice is strongly recommended.
Workers Output MP TvC TFC TC AFC AvVC ATC Mc
o 0 — o I il I — —
1 10 o arfar fgr a7
2 40
3 80
4 105
5 115
6 120
2

In the table you just filled out, find where diminishing marginal productivity begins.

pecifically, which is the first worker to add less marginal output than the previous worker?
O A) first worker
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In the table you just filled out, find where diminishing marginal productivity begins.

pecifcally, which is the first worker to add less marginal output than the previous worker?
O A) first worker

B) second worker

) third worker

D) fourth worker

E) fifth worker

F) sixth worker

3. According to the table (and general theory), what is true?
A) the highest MP is associated with the highest MC
B) the highest MP is associated with the lowest MC

) the lowest MP is associated with the lowest MC
D)D) the lowest MC is associated with the lowest ATC

4. For the following 6 questions, refer to the table you filled out above. Plot the labor input (workers) against the output. Put the labor input on the horizontal axis and the output on the vertical axis. What is the general shape of
this function?

A) an upward sloping line
8) an upward sloping function that gets steeper as a lot of workers are hired
C) an upward sloping function that gets shallower as a lot of workers are hired
D) a symmetrical parabola

DE) a downward sloping line

5. Plot the labor input (workers) against the MP (marginal product). Put the Iabor input on the horizontal axis and the MP on the vertical axis. What is the general shape of this function?
D) Itis a hill-shaped function (goes up, peaks, then falls)

B) Itis a valley-shaped function (goes down, bottoms out, then rises)

Q) Itis a horizontal line

D) Itis an upward sloping function

DE) Itis a downward sloping function

6. Plot the output against the TVC (total variable cost). Put the output on the horizontal axis and the TVC on the vertical axis. What s the general shape of this function?
A)tis a hillshaped function (goes up, peaks, then falls)

B) Itis a valley-shaped function (goes down, bottoms out, then rises)

Q) Itis a horizontal line

D) Itis an upward sloping function

DE) Itis a downward sloping function
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9. Plot the output against the AFC (average fixed cost). Put the output on the horizontal axis and the AFC on the vertical axis. What is the general shape of this function?
) Ttis a hillshaped function (goes up, peaks, then falls)

B) It a valley-shaped function (goes down, bottoms out, then rises)

Q) Itis a horizontal line

D) Itis an upward sloping function

E) Itis a downward sloping function

10. Think about the general relationship between the marginal product of labor (MPL) and the marginal cost of output (MC). As MPL increases, what happens to MC?
A) MCincreases

B) MC decreases

C) MC remains the same

D)D) Any of the above answers could be correct, depending on the industry

11, Think about the general relationship between the marginal product of labor (MPL) and the marginal cost of autput (MC). As MPL decreases, what happens to MC?
) A) MC increases

B) MC decreases

C) MC remains the same

D) Any of the above answers could be correct, depending on the industry

12. 1F the margin is greater than the average, what can we say about the average and margin?
A) The average is at its maximum

B) The average is at its minimum

) The average is rising

D) The average is falling

E) The margin s at its maximum

F) The margin is at its minimum

G) The margin is rising

OH) The margin s falling

13. What is the general relationship between AVC, ATC, and MC?

O ) the three functions are all valley-shaped, but don' intersect each ther

B) the three functions are al hil-shaped, but don't intersect each other

) the thee functions are all valley-shaped, and AVC = ATC at most output levels

D) the three functions are all valley-shaped, and MC intersects each of the average functions at their minimurn,
E) the three functions are all valley-shaped, and there is a single intersection point where MC = AVC = ATC.
F) the three functions are all valley-shaped, and ATC < AVC for most levels of output
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(UH) The margin is falling

13. What is the general relationship between AVC, ATC, and MC?
O ) the three functions are all valley-shaped, but don't intersect each other
©8) the three functions are all hill-shaped, but don't intersect each other
) the thee functions are all valley-shaped, and AVC = ATC at most output levels
D) the three functions are all valley-shaped, and MC intersects each of the average functions at their minimurn,
E) the three functions are all valley-shaped, and there is a single intersection point where MC = AVC = ATC.
F) the three functions are all valley-shaped, and ATC < AVC for most levels of output
G) answers [E] and [F} are both correct

14. Diminishing marginal returns to labor
) Will happen immediately at the first worker
8) Occur only in the long run

C) Are a result of variable capital inputs

D) Are the cause of decreasing returns to scale
£) All of the above

DF) None of the above

15. In the long run, what Is true about increasing retuns to scale? Increasing returns to scale means that doubling our inputs willresult in
D A) less than doubling, downward sloping

B) less than doubling, horizontal

) less than doubling, upward sloping

) doubling, downward sloping

E) doubling, horizontal

F) doubling, upward sloping

G) more than doubling, downward sloping

H) more than doubling, horizontal

1) more than doubling, upward sloping

16. In the long run, what is true about constant returns to scale? Constant returns to scale means that doubling our inputs will result in
A)less than doubling, downward sloping

8)less than doubling, horizontal

) less than doubling, upward sloping

D) doubling, downward sloping

£) doubling, horizontal

B doubling. unward slonina

the output, and the long run average cost curve is

the output, and the long run average cost curve is





