[image: ]

[image: ]

[image: ]

[image: ]

[image: ]

[image: ]

[image: ]


[image: ]


[image: ]

[image: ]


[bookmark: _GoBack][image: ]
image7.png
Suppose that Bill owns an automobile collision repair shop and the table below shows the quantity of cars repaired per month according to how many workers Bil hires. Assume he pays each worker $6.000 per month and his fixed
cost equals 58,000 per month

Using the information provided, complete the table given below. (Eter your responses rounded to two decimal places.)

Quantity of _ Quantity of Cars ‘Average Total
Workers per Month Fixed Cost __Variable Cost __Total Cost Cost
0 0 58,000 3 3 —
1 2 § § § §
2 30 § § § §
3 40 § § § §
4 50 § § § §
5 5 §] §] §] §]
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‘Suppose a pizza parlor has the following production costs: $4.00 in labor per pizza, $3.00 in ingredients per pizza, $0.50 in electricity per pizza, $3,500 in restaurant rent per month, and $400 in insurance per month.
Assume the pizza parlor produces 1,000 pizzas per month.
What is the variable cost of production (per month)?

The variable cost of production is 5[_|. (Enter your response as an integer)

What is the fixed cost of production (per month)?

The fixed cost of production is S[_|. (Enter your response as an integer)





image9.png
The table below shows the quantity of workers and total output for a local pizza parlor. Answer the following questions based on this table:
Quantity of Workers Total Output

0 0
5
19
2
28
2%

o om W o

. When the owner hires 4 workers, the average product of labor is [ pizzas. (Enter your response rounded to two decimal plaes.)

b. The marginal product of the fifth worker is [ pizzas. (Enter your response as a whole number.)

. If the marginal product of the second worker is 6, then the total number of pizzas produced when 2 workers are hired is [_] pizzas. (Enter your response as a whole rumber)

d. Assuming the marginal product of the second worker is 6. the law of diminishing marginal retums set in with the

O A third worker hired.
O B. fourth worker hired.
O C. fifth worker hired.

AN civth worar hirad
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What are the three conditions for a market to be perfectly competitive?

For a market to be perfectly competitive, there must be

O A. many buyers and selers, with firns selling similar but not identical products, with low barriers to new firms entering the market

O B. many buyers and selers, with all firns seling identical products. and no barrers to new firms entering the market.

O C. many buyers and a small number of firms that compete, seling identical products, and barriers to new firms entering the market

O D. many buyers and one seller, with the firm producing a product that has no close substitutes, and barrers to new firms entering the market.
O E. many buyers and a few sellers, with all fims selling identical products, and no barriers to new firms entering the market
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What is a price taker?
A price taker is

O A. afim with a perfectly inelastic demand curve

O B. afim with a downward-sloping demand curve

O C. afim that has the ability to charge a price greater than marginal cost.
O D. afim that is unable to affect the market price.

O E. afimn that does not seek to maximize profits

When are firms likely to be price takers?
Afim s liely to be a price taker when
O A. it sells a diferentiated product
O B. fims in the industry collude.

O C. bariers to entry are substantial.

O D. it has market power
O E. it represents a smal fraction of the total market




image1.png
et s e e

1f 2 29 percent increase inthe price of Chesrios causes a 24 percent reduction in the number of boxes of cereal demanded, the price elasticity of demand for Chesrios is =[] (Enter your response rounded to two decimal plac
‘The demand for Cheerios is. v

inelastic

unit- elastic

elastic
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‘The following table gives data on the price of rye and the number of bushels of rye sold in 2013 and 2014.

Price Quantity
Year (Dollars per bushel) (Bushels)
2013 5300 6,000,000
2014 5200 9,000,000

a. Calculate the change in the quantity of rye demanded divided by the change in the price of rye. Measure the quantity of rye demanded in bushels. The change in the quantity of rye demanded divided by the change in the price of
rye in bushels is [ (Enter your response as an integer. Include a minus sign if necessary.)

b. Calculate the change in the quantity of rye demanded divided by the change in the price of rye. but this time measure the quantity of rye demanded in millions of bushels. The change in the quantity of rye demanded divided by
the change in the price of rye in millions of bushels is [ . (Enter your response as an integer Include a minus sign if necessary.)

Compared to part a, the answer to part b is ¥ in absolute terms (i.e., ignore the sign of these values).

c. Finally, assuming that the demand curve for rye did not shift between 2013 and 2014, use the information in the table to calculate the price elasticity of demand for rye.

Using the midpoint formula, the price elasticity of demand for rye is [_|. (Enter your response rounded to two decimal places—do rot forget to include the minus sign.)
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‘Suppose the price elasticity of demand for cereal is ~1.15.

If so, then the price elasticity of demand for cereal is

In another example, assume the price elasticity of der

The price elasticty of demand forthe magazine s |

unit-elastic
elastic

inelastic

magazine is - 0.38.




image4.png
‘Suppose the price elasticity of demand for cereal is ~1.15.

If S0, then the price elasticity of demand for cereal is || ¥

In another example, assume the price elasticity of demand for a particular magazine is -0.38.

The price elasticity of demand for the magazine is ¥

elastic
inelastic

unit-elastic
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Consider the polar case where the price elasticity of demand is perfectly inelastic

Use the line drawing tool to draw a perfectly inelastic demand curve. Label this line

Carefully follow the instructions above, and only draw the required objects

Price

Quantty
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Consider the two demand curves illustrated in the figure to the right

Which of the two is relatively more elastic?

v| is more elastic.

Dy

0,

Price

Quantty




