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1. Using the information provided, complete the table below:





Number of workers (L)�
Total output


(Q)�
Marginal output


(MPL)�
Average output


(APL)�
�
0�
0�
�
�
�
1�
6�
�
�
�
2�
14�
�
�
�
3�
24�
�
�
�
4�
32�
�
�
�
5�
38�
�
�
�
6�
42�
�
�
�
7�
44�
�
�
�
8�
44�
�
�
�
9�
42�
�
�
�
10�
36�
�
�
�



a. Using your results, graph total output on the top diagram and MPL and APL on the bottom diagram.  
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Explain why marginal product first rises, then falls, and ultimately becomes negative.  














What bearing does the law if diminishing returns have on short-run costs?  Be specific.  




















2. Suppose the following production function describes three ways to produce 1,000 shirts in a sewing factory.  (Note: A sewer week is equivalent to one seamstress working 40 hours.)





Method�
Sewing Machines�
Sewer Weeks�
Acres of Land�
Shirt output�
�
A�
  4�
60�
1/5�
1,000�
�
B�
10�
10�
1/5�
1,000�
�
C�
30�
  5�
1/5�
1,000�
�



a. If you were the plant manager of this sewing factory, which production method would you choose?  Why?














b. If the cost of using the sewing machines is $3,000 per machine (per 1,000 shirts) and the wage rate is $6.25 per hour (assume a 40-hour work week), which method of production would you choose?  Why?














c. What would happen to your choice of production methods is the workers successfully unionized and the union negotiated a contract calling for an hourly wage of $10.65?  Why?














d. The price of land was irrelevant to your decisions above because each method used the same amount of land.  What would your reaction be (as plant manager) if the city council of a nearby town offered you free land in an industrial park and offered a 100 percent property tax abatement on for a period of 10 years (no property taxes for a decade)?  

















3. Is there a similarity between diminishing marginal utility in consumption and diminishing returns in production?  Describe them.








