
Unit 2 Practice Quiz  

 

 

 
 

                      
5. Fixed costs are: 

A. the costs of producing one more unit of capital (ex:  machinery, tools, etc.) 

B. usually zero when a firm produce nothing  

C. average cost multiplied by the firm's output 

D. any cost which does not change when the firm changes its output 

E. the traditional out of pocket costs of doing business 
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2. The table to the right shows the number of workers and quantity of burgers 

produced in one hour. The marginal product of the sixth worker is:  

 

A. 180 units of output  B. 30 units of output      

 

C. 15 units of output  D. negative             E. cannot be calculated 



6.  The vertical distance between ATC and AVC reflects:  

A. the law of diminishing returns      B. total fixed costs 

C. the average fixed cost at each level of output    D. marginal cost at each level of output 

E. the presence of specialization 

 

7. Refer to Figure B. The marginal cost of producing the 4th output is:  

A. $1.50  B. $6    C. $13.50    D. $ 54   E. $216 

 

8. Refer to Figure B. The average total cost of producing 3 units of output is:  

A. $7  B $12    C. $16    D. $24  E. $144 

 

9. Refer to Figure B. The total variable cost of producing 5 units is:  

A. $61       B. $48    C. $37   D. $24   E. $7 

 

10. If a firm’s average toal cost decreases as the firm increases its output, the firms’s 

marginal cost must be 

A. greater than the average variable cost     B. less than 

C. less than the average total cost   D. decreasing     E. negative 

 

11. The short-run supply curve for a firm in a perfectly competitive industry is  

A. Its entire marginal cost curve 

B. Its average variable cost curve above its marginal cost curve 

C. Its average total cost curve above its marginal cost curve 

D. Its marginal cost curve above the minimum point of its average total cost curve 

E. Its marginal cost curve above the minimum point of its average variable cost curve 

 

 
12. Refer to graph above. At the point of price 0A, economic profits are 

A. ABJG  B. ABKH  C. ABLI  D. ACMG  E. C0FM 

 

13. Refer to graph above. In the short run, the firm will stop production when the price falls below 

A. A  B. B   C. C   D. D   E. E 

 

 

 

14. Refer to Graph 1. To maximize profit or minimize losses this 

firm will produce:  

A. A units at price H   B. B units at price K   

C. B units at price H D. C units at price H  

E. C units at price J 

 

15. Refer to Graph 1. At the profit-maximizing output, the firm 

will realize:  

A. loss equal to HJEF  B. loss equal to JZCF 

C. economic profit of HZCF  D. economic profit of HJEF 

E. economic profit of HKDG 



1. The table above gives the short-run total cost function for a firm in perfect competition. Complete the table. 

Quantity Produced Total Cost ($) MC ($) 

0 20 -- 

1 27  

2 38  

3 53  

4 72  

5 95  

6 122  

a. What is the dollar value of the firm’s fixed cost? 

 

 

 

 

b. After the production of which unit does the firm experience diminishing marginal returns to their inputs of 

production? Explain. 

 

 

c. If the price the firm receives for its product is $20, indicate the firm’s profit-maximizing quantity of output and 

explain how you determined your answer. 

 

 

 

d.   If the price rises to $25.00 in the marketplace, indicate the firm’s profit-maximizing quantity of output and determine 

(show calculations) whether the firm earns a profit or suffers a loss.   

 

 

e.  At the quantity of 3 units, AVC = $11.00.  If the price in the market place falls to $10.00, what will the firm do in the 

short run?   

 

f.  At the quantity of 3 units, ATC = $17.66.  If the price in the market place falls to $15.00, what will the firm do in the 

long run?   

 

 

g.  If the government places a per-unit tax on the producers of this product, what will happen to the level of output?  

Increase, decrease or remain constant?  Why? 

 


