AP Microeconomics
[last name, first name]
Production and Cost
Chapter 13 Reading Guide
Pp 319-346
Directions: Type your responses in the space provided. Be concise. Remember to save throughout so you don’t lose any of your work. Save the file as lastname.firstname.chp13.RG. When you have finished, upload this document to your Google Drive and share it with me at wchs.ap.economics@gmail.com.
Section 13.1: Economic Cost and Profit (pp 320-322)
1. What is a firm’s primary goal? What happens when a firm doesn’t meet this goal?
[insert answer here]
2. Why do economists examine a firm’s profits?
[insert answer here]
3. What is a firm’s opportunity cost of production? Explain.
[insert answer here]
4. Define the terms “explicit cost” and “implicit cost.”
[insert answer here]
5. Define the term “normal profit.”
[insert answer here]
6. Define the term “economic profit.”
[insert answer here]
Section 13*: Short Run and Long Run (p 324)
7. What is the key influence on cost?
[insert answer here]
8. Define the term “short run.” What is meant by “fixed resources?”
[insert answer here]
9. If a firm wants to increase its output in the short run, does it need to increase its fixed or variable factors of production? Explain.
[insert answer here]
10. Define the term “long run” and explain how it differs from the short run.
[insert answer here]
Section 13.2: Short-Run Production (pp 325-329)
11. Define the term “total product” and indicate its abbreviation.
[insert answer here]
12. Explain why only the points on the total product curve are efficient.
[insert answer here]
13. Define the term “marginal product” and indicate its abbreviation. Explain how to calculate marginal product. Finally, indicate how marginal productivity changes as output increases.
[insert answer here]
14. Explain when a firm will experience “increasing marginal returns.” What causes this increase to occur?
[insert answer here]
15. Explain when a firm will experience “decreasing marginal returns.” What causes this decrease to occur?
[insert answer here]
16. State the “law of decreasing returns.”
[insert answer here]
17. Define the term “average product” and indicate its abbreviation. Explain how to calculate average product.

[insert answer here]
18. Explain the relationship between average product and marginal product.

[insert answer here]
Section 13.3: Short-Run Cost (pp 331-337)
19. Define the term “total cost” and indicate its abbreviation. What two things make up total cost? How do you calculate total cost?
[insert answer here]
20. Define the terms “total fixed cost” and “total variable cost” and indicate their abbreviations.
[insert answer here]
21. Total fixed cost can be measured as the vertical distance between what two curves?
[insert answer here]
22. Define the term “marginal cost” and indicate its abbreviation. What does marginal cost tell you?
[insert answer here]
23. Identify and define the three average cost concepts. Indicate their abbreviations.

[insert answer here]
24. How do you calculate the average cost concepts?

[insert answer here]
25. Why is the marginal cost curve u-shaped?

[insert answer here]
26. Explain why the average fixed cost curve is downward sloping.

[insert answer here]
27. What does the vertical distance between the average total cost and the average variable cost curves represent? Explain why this distance gets smaller as output increases.
[insert answer here]
28. Where does the marginal cost curve intersect the ATC and AVC?
[insert answer here]
29. Why is the ATC u-shaped?
[insert answer here]
30. What two things impact the position of a firm’s short-run cost curves?
[insert answer here]
31. Explain how a technological change that increases productivity affects the total product, marginal product, and average product curves. How does it impact the short-run cost curves?
[insert answer here]
32. Explain how an increase in the price of a factor of production impacts the short-run cost curves.

[insert answer here]
33. Explain how a change in fixed costs affects the cost curves.
[insert answer here]
34. Explain how a change in variable costs affects the cost curves.

[insert answer here]

**
You may want to copy down Table 13.4 into your notes. The compact glossary of costs will be incredibly helpful to you as a reference tool.

Section 13.4: Long-Run Cost (pp 339-341)

35. Explain what happens to the distinction between fixed and variable costs in the long run.
[insert answer here]

36. Explain the concept of “economies of scale.” What is the main source of economies of scale?
[insert answer here]

37. Explain the concept of “diseconomies of scale.” What creates diseconomies of scale?
[insert answer here]

38. Explain the concept of “constant returns to scale.” What allows for constant returns to scale to occur?
[insert answer here]

39. Explain what the “long-run average cost curve” shows.
[insert answer here]

40. Explain how economies, diseconomies, and constant returns to scale impact the shape of the LRAC curve.
[insert answer here]

