Lecture 7: Production, and cost

Jsw / Multiple Choice Questions — 12 2axia (e liial liu

Liauall (oIl 5 ¢ Y 53 350,000 dag peall CadlSal 5 ¢ 5Y 53 500,000 <l Y il 1)
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If revenue is $500,000, explicit costs are $350,000, and implicit costs are
$100,000, economic profit equals:

v50,000% / LY 52A) 50,000

150,000$ / ¥ 52B) 150,000

500,000$ / ¥ 52C) 500,000
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Which of the following is an implicit cost for a firm?

/ Salary the owner could earn s _al dida s 8 Al adle Jeasy o) oS 1S 53 JaYIA)
in another job v/

/ Monthly factory rentl_ed g sl ciadl ja)B)

/ Electricity billsL <)) 3, 5EC)

16 s YY) Jas ie (8 50 Jlead) 220 533552, 000 A Ul S 1)

If total product is 2,000 units and there are 50 workers, average product equals:
units per worker v'40 / Jele JS1 s 4A) 40

units per worker50 / Jele JS132a 5B) 50

units per worker20 / Jele JS132a 5C) 20

[oSay (gaall il

Marginal product reflects:

/ Change in total output from Jalall (e Basl 5 3as g d8lia) 2ic Z LY lea) & jillA)
adding one unit of labor v/

/ Total output for all workersdwall JS1 z5Y) & 5a34B)

/ Average output per workerdleall (e 3as 5 JS1 2 l3Y) Jaws 53C)

13 yrdiall (oISl 8 (GG LY & e alad) o) gall el Candi ) 13)

If raw material prices rise while output remains constant, variable costs:
/ Increase v &8 yA)

/ Stay the same 4 WS 35B)

| Decrease=saiiC)
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Which of the following is an example of an explicit cost?
/ Paying monthly factory rent v/ sedd) aiadll jlay adsA)
/ Owner’s management timeas il 3 )l 8 clilall 4naly s3I &3 1IB)
/ Forgone investment opportunityasita 4, jliiul 4a 3C)

L Al sl Al b7
Under productive efficiency, the firm produces:
/ Maximum goods at minimum cost v/4iSas 4alS5 Jil alull (40 2S HSIA)
/ Medium output regardless of costaalsill pe il (ias ddau 5ia 4:SB)
/ Minimum output to reduce labordleall Jilsil 2.8 JEIC)

rsand) gl b ¢ SN F ) Qs ) i) Jale caha i g0l 1) 8
If hiring an additional worker decreases total output, marginal product:
/ Negative v «lwA)
| Zero_»=B)
| Positivecs 5<C)

?M\gﬂ\&lﬁgm\ cadlil) e @M‘;ﬁw‘_ﬁ\ 9
Which of the following is true about fixed costs in the short run?
/ Remain unchanged even if the firm G e 4 5l calef 1)) s o WS L25A)
temporarily shuts down v/
/ Disappear if production stopszy) < 55 13 Si35B)
/ Change with outputz®y) cass ,235C)

15 sbun Ao sial) A4Sl Bas 5 400 Z5Y LY 50 10,000 = allall KD Ja siall 10
Total cost = $10,000 for 400 units, average cost equals:
V25$ / ¥ 50A) 25
408 / LY 5B) 40
508 / )¥52C) 50

s LY dnulad) Callill e (alias dalady) cadiall 11
Economic costs differ from accounting costs because they include:
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/ Both implicit and explicit costs v/asy yall 5 dxiaall CallSlA)
/ Only paid billsie sl ) 5ll JaiiB)
/ Only raw materials costalall al sall 28l<5 LiC)

-l (0 = duiaall CallSl i< 13 12
If implicit costs = 0O, then:
/ Economic profit equals accounting profit v/ sutaa) z )l = (saLaBY) = JIA)
/ Economic profit is larger »S) gabai®y) =i ,IIB)
/ Accounting profit is zero_jia wlssll =i )IC)

Jlsw / True/False — 12 i-Lai/@a AW

Al e K U Gl Lalda Wle 5585 o (S Y aliy) b siall 1
Average product cannot be negative as long as total product is non-negative.
| Truezeav

el ey S Y LY ae il a5 i) oSl 2
Variable costs always change with output and are unaffected by input prices.
/ Falselaa X

el e il amky (Jlead) 23 2 3 13 Wiy & 50 SN &3N3
Total product always increases if more workers are hired, regardless of their
efficiency.
/ False «7UaaX

Y e ASA 6 1) juadll saal) 8 IS O Sy AAN (sl 4
Fixed costs can disappear in the short run if the firm stops production.
/ Falselaa X

AoalaidY) Call&l) e ¢ ja Alall A @l 485 5
Opportunity cost is part of economic costs.
| Trueze=av
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Accounting profit considers both implicit and explicit costs.
/ Falselaa X

LS LY 5 Landiisall 3 ) gall (p A8l pra 53 LY A
The production function shows the relationship between inputs used and total
output.

| Truezeav

G WY Jla 1) s adi 3 083 jusial) Cad\Kal)
Variable costs may rise even if output remains constant.
| Truezeav

Y e+ A0 A = Ca NSl S Jaws sial
Average total cost = Total cost + Quantity of output.
| Truezeav

oAl Ak 4 Al e Juany 38 A 52 Y] Jedi Aanall Calsil
Implicit costs include wages the owner could earn in another job.
| Truez=v

sl el e B LS galaBBY ] o 1) (¢ ha dyianal) CalSal) cuilS 1)
If implicit costs are zero, economic profit is always less than accounting profit.
/ Falselaa X

e 4,80 cadle] o a4 WS 80 o Al CadlSill Sy ¢ puaill sl 8
In the short run, fixed costs can remain unchanged even if the firm temporarily
shuts down.

| Trueze=av'
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