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Figure 10.9: The Relationship Between MP, AP, MC, and AVC
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Figure A9-4: The Production Mountain
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Isoquant Maps for Perfect Substitutes
and Perfect Complements
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Figure 9-11: Returns to Scale Shown on the
Isoquant Map
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Point L % change

A 1 -

B 2 100.0%
C 3 50.0%
D 4 33.3%

E S5 25.0%

F 6 20.0%
G 7 16.7%
H 8 14.3%

Note: Calculated from Figure 9-11: Returns to Scale Shown on the Isoquant Map, Frank (2006).

Prod_LR_HOnew Page 12

% change
100.0%
50.0%
33.3%
25.0%
20.0%
16.7%
14.3%

Q
30
90

180
240
300
360
400
420

% change
200%
100%

33%
25%
20%
11%
5%

RTS

IRS
IRS
CRS
CRS
CRS
DRS
DRS



Page 13

Monday, November 07, 2016 10:47 AM

The Inflexibility of Short-Run Production

Figure 7.7

The Inflexibility of Short-Run
Production

When a firm operates in the
short run, its cost of
production may not be
minimized because of
inflexibility in the use of
capital inputs.

Output is initially at level g,.
In the short run, output g, can
be produced only by
increasing labor from L, to L,
because capital is fixed at ;.

In the long run, the same
output can be produced more
cheaply by increasing labor
from L, to L, and capital from
K; to K;.
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Short-Run and Long-Run Average Total Cost
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Long Run Average Cost Curve (LAC)

Cost
LAC
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Why would a bathroom equipment manufacturer bake the
image of a housefly onto the center of its ceramic urinals?

This example is base on Stefan Verhagen, “Fly in the Pot,” Cornell
Business, April 21, 1992.
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