Problem Set #8

Sonoma State University Dr. Cudlar
Economics 305-1ntermediate Microeconomic Theory

Consider afirm with the following total cost function: TC(Q) = Q° - 20Q? + 200Q, where output is
measured in thousands (i.e., 1,000 = 1 etc).
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Derive the average total cost function.

Derive the margind cogt function.

What isthe average total cost of producing five thousand units of output?

What isthe margind cogt of producing five thousand units of output?

Given your answers to the two previous questions, what will happen to average total cost as
output is marginaly increased? Explain your answer.

What isthe average totd cost of producing twenty thousand units of output?

What isthe margind cost of producing twenty thousand units of output?

Given your answers to the two previous questions, what will happen to average total cost as
output is marginaly increased? Explain your answer.

What is the cgpacity of thisfirm?

What is the average total cost of output at capacity?

Show graphicaly the average totdl, and margind cost functions. Be sure to indicate the points
mentioned above.

Suppose ingtead the total cost function is given by: TC(Q) = 20Q? + 200Q +1000
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Derive the average total cost function.

Derive the margind cogt function.

What isthe average total cost of producing five thousand units of output?

What isthe margind cogt of producing five thousand units of output?

Given your answers to the two previous questions, what will happen to average total cost as
output is marginaly increased? Explain your answer.

What isthe average totd cost of producing twenty thousand units of output?

What isthe margind cost of producing twenty thousand units of output?

Given your answers to the two previous questions, what will happen to average total cost as
output is marginaly increased? Explain your answer.

What is the cgpacity of thisfirm?

What is the average total cost of output at capacity?

Show graphicdly the average totd, average variable and margina cost functions. Be sureto
indicate the points mentioned above.



