Lecture 7: Production, and cost
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Which of the following is an implicit cost?
wages foregone by the owner of the firm
Wage of workers
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Implicit costs are:
"payments" for self-employed resources.
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The cost:
of wages foregone by the owner of the firm
paid for production supplies for the firm
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Suppose that a firm revenue is $2,000,000.
The explicit costs of production are
$1,500,000 and the implicit costs of
production are $300,000. The firm has an

$500,000 accounting profit of:
$400,000 $500,000
$400,000.
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goods and services produced by a firm with
the given inputs during a specified period of
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. The marginal product of labor curve shows

the change in total product resulting from a:
o one-unit increase in the quantity of a
particular resource used, holding
constant other resources.
o change in the cost of a variable
resource.
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cost by units of production (TC/Q)

Average cost
Marginal cost
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1) A paper mill pollutes a local river by
discharging waste containing chlorine
and other toxic chemicals. The cost of
treating diseases that result from this
pollution would be considered an

economic cost of production. True
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2) Implicit costs are payments" for self-
employed resources. True
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3) The cost of wages foregone by the owner
of the firm is explicit cost. False
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4) The accounting profit differs from

economic profit. True
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Abeer opens a riding stable. She factors
in the cost of buying horses, buying
riding tackle, and renting space.
However, she does not consider the
opportunity cost of her time. Abeer is
considering the economic costs of her
project. False
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The short run is a time period in which
all resources are fixed. False
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Production  function  shows  the
relationship between types or quantities
of inputs and quantity of the output.
True
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Average Product is calculated by dividing
the total Product by number of labor.
True
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Marginal Product of an input is an
addition to the total product when an
additional unit of labor is employed.
True
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10) Total Product of an input is calculated by

dividing the Change in output by the
Change in number of labor =AQ/AL.
False
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11) cost that can be easily adjusted is known

as a variable cost. True
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12) Total cost exceeds variable cost by a

constant amount equal to fixed cost True
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Accounting profit is calculated by subtracting explicit costs from total **:(& alai¥l) das jll**
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Production is the transformation of inputs such as capital and labor into **:(A_slaiyl) des gl**
.outputs like goods or services
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In the short run, a firm can increase production by increasing labor while **:(4_jlaiyl) des gli**
.keeping capital fixed
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Marginal product is the change in total product resulting from an **:(4_alaiyl) das jlP**
.additional unit of labor

c'\a **:" i \a_l.lé}{\**
(Slide Number 15) **:da, il o8 y**
AS A A glaal 3y all laaiaY ALl i jal) A8IS5 Jads el Gl *: (R all) J)sed* 11

Implicit costs include the opportunity cost of using the firm's own **:(4 adaiYL) das jill**
.resources
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When marginal product reaches its maximum, total product begins to **:(% jalaiYl) das il
.increase at a decreasing rate
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Average total cost (ATC) is the sum of average fixed cost (AFC) and **:(4_ ulaiYl) dea jill**
.average variable cost (AVC)

G‘A **:"; ., n :L.‘\éy\**

(Slide Number 25) **:da; il o8 y**

A il 2RI (3 «(ATC) Al Aaas sl A4Sy i (MIC) ) LS ) 5S5 Lasic #: (A ll) J)sud® 14
alis) Al b S8 KN

When marginal cost (MC) is less than average total cost (ATC), the **:(&_slai¥L) daa jll**
.average total cost is decreasing
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Marginal cost (MC) intersects average total cost (ATC) at its minimum  **:(4 jlaiyl) des jli**
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Variable costs include the cost of raw materials and wages related to **:(4_slai¥L) daa jlli**
.production
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.Explicit costs include wages paid to workers and rent paid for buildings **:(%_ada3Y0) das jill**
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