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200 DIVE

20 5
300 15

30 3.33
400 8

40 2.5
500 5.56

30 3.33
600 5

20 5
700 5

10 10
800 5.33

5 20
GOO 5.81

Marginal product isincreasingatfirst then itstartsto diminishClawofmarginalreturn

Itmightbethecasethat theveryfirstunitsoflabor putin theproductionhas notfulfilled

thefullcapacityofthefixedcapitalyet so themarginalproduct is increasingat
the firstplace Oncethe capacity is fulfilled themore labor putting inthe production

leadsto thediminishmarginalproduct totalproduct increases in a decreasingrate1

Fillin the totalcostcolumn

Averagetotalcast AC is diminishingatthebeginningand it starts increasing after

ithasreachedatsome levelofquantity 1Forthisexample afterithasreached a Ho



Notice that MPandMc arecorrelated

When MP is increasing MC is decresing

When MP is diminishing Mc is increasing

Q ACC7 TCH ACA Mcc

600 300 180,000
901

601 307 180,901

Shoulddenytheoffer because inorderto produce onemoreunit it costs 901

So theofferof 550 isnotworthwhile


