Problem Set 7 - Chapter 11 Practice - Due in class on June 17, 2019 . No need to be handed in

1) Economic profit is the difference between total revenue and
A) the normal profit.
B) the costs of resources bought in markets.
C) opportunity costs of production.
D) interest costs of production.

1)

2) In the figure above, the marginal product of the second worker is
A) 1 units.
B) 10 units.
C) 2 units.

2)

D) 5 units.

3) In the above figure, the average product of labor at point c is
A) 5.
B) 2.
C) 10.
D) None of the above answers is correct.

3)

4) In the above figure, after the second worker is hired, the marginal product of labor is
A) constant.
B) diminishing.
C) increasing.
D) zero.

4)

5) The costs incurred even when no output is produced in the short-run are called
A) total variable costs.
B) marginal costs.
C) total fixed costs.
D) external costs.

5)

6) A common source of diseconomies of scale is the
A) diminishing marginal returns to land.
B) diminishing marginal returns to capital.
C) diminishing marginal returns to labor.
D) growing complexity of management and organizational structure.

6)

7) In the short run, if marginal product is at its maximum, then
A) marginal cost is at its minimum.
B) average cost is at its minimum.
C) total cost is at its maximum.
D) average variable cost is at its minimum.

7)

1

8) Based on the above figure, up to which level of output will Ike's Ice Cream Kitchen have increasing
marginal returns?
A) only at 0 gallons
B) up to 60 gallons
C) up to 40 gallons
D) up to 10 gallons

8)

9) Some of the cost curves for Ike's Ice Cream Kitchen are given in the above figure. At which of the
following levels of output will AFC be the lowest?
A) at 40 gallons
B) at 70 gallons
C) at 0 gallons
D) at 10 gallons

9)

10) Some of the cost curves for Ike's Ice Cream Kitchen are given in the above figure. At which of the
following levels of output does the marginal product of labor equal the average product of labor?
A) at 40 gallons
B) at 10 gallons
C) at 0 gallons
D) at 60 gallons

10)

11) The marginal cost curve passes through the ________ points of the ________ cost curve and the
________ cost curve.
A) minimum; average variable; average fixed
B) maximum; total cost; total variable
C) minimum; average total; average variable
D) minimum; average total; average fixed

11)

12) As output increases
A) average variable cost becomes smaller and smaller.
B) marginal cost increases continuously.
C) the difference between average total cost and average variable cost decreases.

12)

13) A firm's long-run average cost curve
A) is the sum of all of its short-run average cost curves.
B) shows the lowest attainable average total cost of producing any level of output when the
plant and labor are fixed.
C) tells the firm which plant size to use and which quantity of labor to use to minimize the cost
of producing any level of output.
D) all of the above

13)

2

14) If marginal cost is less than average total cost, then ________ is ________.
A) marginal cost; falling
B) average total cost; falling
C) average variable cost; falling
D) marginal cost; rising

14)

15) In the above figure, the marginal cost curve is curve
A) A.
B) B.

15)

C) C.

D) D.

16) In the above figure, the average fixed cost curve is curve
A) A.
B) B.
C) C.

D) D.

17) In the above figure, the average variable cost curve is curve
A) A.
B) B.
C) C.

D) D.

18) In the above figure, the average total cost curve is curve
A) A.
B) B.
C) C.

D) D.

16)

17)

18)

19) A period of time in which the quantity of at least one factor of production used by a firm is fixed is
called the
A) market period.
B) short run.
C) long run.
D) intermediate run.

19)

20) The long run is a time frame in which
A) all costs are sunk costs.
B) the quantities of some factors of production are fixed and the quantities of other factors of
production can be varied.
C) the quantities of all factor sof production are fixed.
D) the quantities of all factors of production can be varied.

20)
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