The input output relationship

1. Suppose the Cathy Pacific Airways Ltd. and a fast-food shop go to a bank to apply a loan.

Which firm is move likely to get it and at a lower interest rate?

2. Will all firms in the long run choose to produce at the optimum scale?

3. Can the law of diminishing returns be used to explain the U-shaped LR average cost curve?

4. Production of plastic buckets

Machine
Process
Production capacity(per day)

A

B

C
Body

Handle

joining
100 pieces 

120 pieces

80 pieces

What is the minimum amount of daily output that all machines will be fully used?


Number of machine employed

Machine A


Machine B


Machine C


5. The following are some factors of production in a subsidized school: the school building, blackboards, chalk, paper, photocopying machine, the principal, teachers. Which of them can be regarded as fixed factors and which as variable factors?

6. Mr. Chan is a driving instructor. He provides driving lessons. Give two examples of fixed factors and variable factors respectively in the above production process.

7. In order to serve more customers, a fast-food shop owner purchases more tables and chairs. Is the fast-food in short run or long run? Explain.

8. Suggest what a school will do in order to serve more students in short run and in long run respectively.

9. Will the output of vegetable increase continuously if more farmers and fertilizers are added to the farmland? Explain with the law of diminishing marginal returns.

10. Mr. Ho owns a farm. The following tables shows the input-output relationship of this farm.

Fertilizers (units) 
Land (units)
Labour (units)
Total output of vegetables(units

0
10
40


1
10
40


2
10
40


3
10
40


4
10
40


 State the law of diminishing returns. Explain whether the law applies to Mr. Ho 's farm.

