PS 371

Exam 1
Spring 1993
Name:
Points Question
1. What were two major technical developments or discoveries that were necessary
for the following:
4 a Genetic improvements in egg production or growth rate?
4) b. High density housing?

3 2. What scientific discoveries do you think could be applied to the poultry industry in
the future; or what technologies do you think could be developed to benefit the
poultry industry or food production? Name two.

(2ea) 3. Define and give examples of:

Cash costs
Non-cash costs
Fixed costs
Variable costs
Sunk costs
Opportunity costs
Marginal costs
Define:
Depreciation
Interest
Insurance

12y 4. a Draw production functions (technical relationships of inputs and outputs)
for: A) A flock of broilers grown in the Summer; and B) aflock of broilers



grown in the Winter. Label the axes.

output

input

For the flocks in 4a (above), draw total variable cost curves (label the
axes):

cost

output

For the flocks in 4a (above), draw average total cost curves (label the
axes):

cost

output




(6) 5. Draw average total cost curves for small, medium, and large hatcheries. Be sure
and label each axis and each curve.

Cost

output

Y ou may use one or more of these equations for the following questions:

You nmay use one or nore of these equations for the follow ng
guesti ons:

SHOW YOUR WORK FOR PARTI AL CREDI T

PV = A((1-(1/(1+i)"))/i) PV = Present Val ue
A

Annui ty
FV = PV(1+i)! FV = Future Val ue
i = Interest Rate
FV = A(((1+i)'-1)/i) R = Rent
t = Tinme

PV = R/i

QUESTION 6 - ANSWER 3 OF 4 PARTS

(9 ea) 6. a. Wul d you rather have $3000 today or $3500 in
5 years if interest rates are 4% per year
conpounded nont hl y?

b. A piece of land is for sale or |lease. You
estimate the present value of the land is
$100, 000. What would you be willing to pay
per year for a long termlease. Assune the
interest rate is 8%

C. | f you place $200 per nonth in a savings
account, how nmuch noney will you have after
36 nonths. The interest rate is 5% per year.



(5)

(5)
(1)
(1)

(5)

(4)

(3)

10.

11.

d. | f you need $10,000 for a down paynent on a
broil er house, how nmuch would you have to
save each year to have enough after 4 years?
(Interest rate = 5% per year)

If you are starting a new conpany and do not
expect to make large profits the first few years,
what depreciation nethod are you likely to choose,
and why?

What costs are involved in ownership?

Wi ch are cash and which are non-cash costs?

Wi ch can be deferred?

VWat are the 5 steps in the decision-nmaking
process?

What are the advantages and di sadvant ages of a
cost structure which includes a high proportion of
fixed costs (for instance, a very expensive
house) ?

VWhat is the nost |imting resource of any firnf



