
1. Complete the following equations:

(a) Total Cost (TC) = TFC + TVC
(b) Marginal Cost (MC) = ∆TC / ∆Output Level
(c) Average Fixed Cost (AFC) = TFC / Output Level
(d) Average Variable Cost (AVC) = TVC / Output Level
(e) Average Cost (AC) = TC / Output Level   OR   AFC + AVC
   2. In the table below, the TFC and TVC are given for each quantity of 

output. Calculate the TC, MC, AFC, AVC and AC for each output level. 

(Round off to 2 decimal points.) 

	Output
	TFC
	TVC
	TC
	MC
	AFC
	AVC 
	AC

	0
	50
	0
	50
	-
	-
	-
	-

	1
	50
	30
	80
	30
	50
	30
	80

	2
	50
	53
	103
	23
	25
	26.50
	51.50

	3
	50
	72
	122
	19
	16.67
	24
	40.67

	4
	50
	86
	136
	14
	12.50
	21.50
	34

	5
	50
	98
	148
	12
	10
	19.60
	29.60

	6
	50
	118
	168
	20
	8.33
	19.67
	28

	7
	50
	142
	192
	24
	7.14
	20.29
	27.43


3. Complete the following equations:
    (a) Total Revenue (TR) = AR x Output Level   OR     P x Output Level  
    (b) Marginal Revenue (MR) = ΔTR / ΔOutput Level
 (c) Total Profit (Π) = TR - TC   
4. In the table below, the AR or price (P) is given for each output level. 

(a) Calculate the TR and MR for each quantity of output. (Round off to 

     2 decimal points.) 

(b) Transfer the figures for TC, AC and MC from the table in No. 2.

(c) Calculate the amount of total profit for each output level.

	Output
	AR = P
	TR
	MR
	TC
	AC
	MC 
	Total Π

	0
	75
	0
	-
	50
	-
	-
	- 50

	1
	70
	70
	70
	80
	80
	30
	- 10

	2
	65
	130
	60
	103
	51.50
	23
	27

	3
	60
	180
	50
	122
	40.67
	19
	58

	4
	55
	220
	40
	136
	34
	14
	84

	5
	50
	250
	30
	148
	29.60
	12
	102

	6
	45
	270
	20
	168
	28
	20
	102

	7
	40
	280
	10
	192
	27.43
	24
	88



(d) The profit maximizing output =                           units of output

     because MC = MR   
SHORT-RUN PRODUCTION








6








PAGE  
2

