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 o o

20 0
1 20 00 5

20 EE)
2 50 400 3

4o 28
3 90 500 555

30 333
4 120 600 5

20 X
5 140 300 5

10 10
6 150 300 5%

5 20
7 155 A00 5-30

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 $300 180, 060
- 01 + 5g¢
601 301 |20,901

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? No



®

a) The P&&urn of  marginal product  leep ncreasing wnbil $40 omd Hem keep decreaning afler that .

For #¢ explaination, At #e begivmirg Firm use fw workers o produce aukpud, 50 fle worgin keep increasivg .

On te otbr hand, As we wnbine produciy mose output | we hawe Yo ust wore worhers owd poy wore wones .
Thore fore, defimitely | the com of product will affect He wovsiral produd that s why o vekeep producin
e morgirol product  decreones.

b) -

C) At He firek poriod of produckion | we cam produce wamy owbpit wibh low cosls 50 owerome o3k por 1 wib of oubput
wil be quite low. Alfhough, whn we bucp producing vine adpat , e products tet we gob hesp veducivg while
cont  for produckion incresnes c.ovwhnk\l .Cunee,qw.n'\;\), i we hoop produciry wore | Hhe ovevane cost per 1 unik
of owbpul will be higher.

A,) We will notice that mﬁi“"\ ost of 1 workers is hia\n become out pd incresnes un\i 20 wnibs ’bu& W  We PmJut.L
vore ond 0dd U worlers to 5 Workus , wegel gret numbes of owlpst st this point  margimal cont will be low.
Aftor that | a% ne Wup Producig with more werkurs | the output increones more on\; fon umit .50, with highw cotks

omd e 'mvr:\irn‘ prudm-.k'- incveosiy | the worgiral Cosk  in e ewd heep incuws'uj.

@ We should not o.ccecp’c this offer becawre if we produce more owr total cost will increose from 130,000

to 180,900 which mean manginal cost will be 401 | but we get more vevwmue only 550
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