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4. Nimbus, Inc., makes brooms and then sells them door-to-door. Here is the relationship between the

number of workers and Nimbus’s output during a given day:

Workers Output Marginal Total Cost Average Marginal

Product Total Cost Cost
0 0 $200 _
1 20 ; $300 415 $_5
2 50 ; oo $s ;'b
3 90 4_0 $500 456 ;
4 120 ; $eoo 45 ;3
5 140 ; $r00 45 $s—
6 150 I $800 453 ;
7 155 _5 $% 581 ;

a. Fill in the column of marginal products. What pattern do you see? How might you explain it?

b. A worker costs $100 a day, and the firm has fixed costs of $200. Use this information to fill in the

column for total cost.
c. Fill in the column for average total cost. (Recall that AT'C = T'C'/@.) What pattern do you see?

d. Now fill in the column for marginal cost. (Recall that MC =ATC/ AQ.) What pattern do you

see?
5. You are the chief financial officer for a firm that sells gaming consoles. Your firm has the following

average-total-cost schedule:

Quantity Average Total

Cost
600 consoles $300
601 301

Your current level of production is 600 consoles, all of which have been sold. Someone calls, desperate
to buy one of your consoles. The caller offers you $550 for it. Should you accept the offer? Why or why

not?



b 8. In the column  of merguo) product | mgrgina\ preduct increase
st st unti) the 2" workers | the W\Mrgiha\ prodUCkS decline

because of o\iminishiry marcj‘ms\ prod\)ct. Evgv\{hrough the sddition
of the workers leads the Oﬁpu‘f to ncresse  but the m9r3'1 ne\ produd's

¢l decresse sfrer o™ workers becsuse the Compshy has Tixed
resources.

¢. The sverage totel cost s ol@,crees'mg ot Birst ond ofter that i is
beg'\nmn% Yo incresse sf the quontity of 1o brooms.
d. The marg'\ns\ cost is decressing st Girst ond sfier that it s beg'\nh'\v\%
Yo incresse st the quantity of 9o broomg.
5. The totsl cost of 6oo consoles is = G0 $300 = $130,000
The Yotal cost of 6ot consoles IS = 604x 301 = $1%o,qo1

The ots) should wnot be occept because the mar33na\ cost of 601 coneoles
is $°|01 fost h|9»\?f thon the of Fered Pm(‘f,



