Chapter 8: Production and Cost in the Short Run
Production: ----------------
Production function: ----------------
Q = f(X1,X2,… , Xn)

or
Q=f(L,K)
Variable proportions production: ----------------
Fixed proportions production: ----------------
Technical efficiency: ----------------      (إنتاج أقصى ما يمكن بموارد محددة)

Economic efficiency: ----------------       (إنتاج مقدار محدد بأقل تكلفة - بأقل ما يمكن من الموارد)
variable input: ----------------

fixed input: ----------------

quasi-fixed input: ----------------
Short run: ----------------

Q=f(L, 
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)

or

Q=f(L)

Long run: ----------------

Q=f(L,K)

Planning horizon: ----------------

Sunk cost: ----------------

Avoidable cost: ----------------
Table 8.1 Here
	Production in the Short Run

Q=f(L, 
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) 
or 
Q=f(
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,K)

Average product of labor (AP): ----------------

 = Q/L

Marginal product of labor (MP): ----------------

 = ∆Q/∆L
Law of Diminishing Marginal Product: -----------


Figure 8.1 Here
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Number of Total product Average product  Marginal product
workers (1) Q) (AP =Q/1) (MP = AQ/AL
0 0 - -

1 52 52 52
2 112 56 60
3 170 56.7 58
4 220 55 50
5 258 51.6 38
6 286 477 28
7 304 43.4 18
8 314 39.3 10
9 318 35.3 4

10 314 31.4 -4







Changes in Fixed Inputs 
Figure 8.2 Here
Short-run costs
	Total fixed cost (TFC): ----------------
Total variable cost (TVC): ----------------
Total cost (TC): ----------------
(TC = TFC + TVC)
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Average and Marginal Costs
AFC= TFC/Q

AVC= TVC/Q

ATC= TC/Q
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Short-run marginal cost (SMC): ---------------- 
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Figure 8.4 Here
Relations (page 299)
(1) AFC declines continuously (as shown by the decreasing distance between ATC and AVC). 
(2) AVC first declines, reaches a min. at Q2, and rises thereafter. When AVC is at its minimum, SMC equals AVC. 
(3) ATC first declines, reaches a min. at Q3, and rises thereafter. When ATC is at its minimum, SMC equals ATC. 
(4) SMC first declines, reaches a min. at Q1, and rises thereafter. 
SMC lies below both AVC and ATC over the range for which these curves decline; 

SMC lies above both AVC and ATC over the range for which these curves rise; 

Relations between costs and production
TVC = w × L
TFC =  r  × K
TFC = $2,000 × 3 = $6,000
(where 
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and w=$1,000
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Average Variable Cost (AVC) and Average Product (AP)
…. 
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Marginal Cost (MC) and Marginal Product (MP)

…. 
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Figure 8.6 Here
Relations (page 304):

When MP (AP) is increasing, MC (AVC) is decreasing.

When MP (AP) is decreasing, MC (AVC) is increasing. 

When MP equals AP at maximum AP, MC equals AVC at minimum AVC.
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