[image: ]

[image: ]
[image: ][image: ][image: ]

[image: ]

[image: ]

[image: ]


[image: ]

[image: ]

[image: ]


[image: ]



[bookmark: _GoBack][image: ]
image7.png
“The folloving table shows Farmer Parker's revenue, cost, and profitrom wheat farming;

Quantity — Total Warginal _ Marginal

(bushels) ~Revenue TotalCost Proft  Revenue  Cost
@ (TR) (10 ___(R-TQ) (MR ey
0 $000 5100  §-100 — —
1 400 400 000 5400 300
2 800 600 200 4.00 200
3 1200 750 450 400 150
4 1600 950 650 400 200
5 2000 1200 800 400 250
6 2400 1600 800 400 400
7 2800 2050 750 400 450
8 3200 2750 450 400 7.00
° 3600 3700 -100 400 950
10 4000 3950  -950 400 1250

Farmer Parkers profitmaximizing level of production s 6 bushels ofwheat. At hs levelof roduction he produces following the fuls Marginal Revenue = Marginal Cost and earns the maximum possible proft of §8.00
Farmer Parker's fixed costs are S[_]. (Enter your response rounded to two decimal places)
Suppose that fxed costs ncrease by 50.50

Farmer Parker new rofi-mavimizing levl of roducion aier he incease in fxed cost s ] bushels ofvheat,

The amount of profit that Farmer Parker will eam after the increase i fixed costs is §[_. (Enter your response rounded to fwo decimal places.)
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‘Sophia grows Christmas trees. Her cost of production is shown in the table below

Christmas Trees

~o o e wn ol

Total Cost
580
$120
5216
5328
5456
3600
$760

‘Suppose the market for Christmas trees is perfectly competitive and that the market price for Christmas trees is $120 per tree.

How many Christmas trees should Sophia grow?

‘Sophia should grow

trees. (Enter your response as an integer value.)

What is Sophia's profit?

Sophia's profit is |

(Enter your response to the nearest dollar.)
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[Related to Solved Problem #3] Frances sells earrings in the perfectly competitive earring market. Her output
per day and costs are seen in the table to the right

a. If the current equilibrium price in the earring market is $1.60. what price vill Frances charge?

OA §110 OB. $5.00 Oc. s1680 OD. 5200
b. Find the correct quantities for the missing values in the table. as represented by (i i i and iv; enter all values
as dolars and cents)

(i) Marginal revenue is 5|
(i) Total revenue s 5|

(ii) Marginal revenue is 5|

(iv) Total revenue is §|

c. What quantity of earrings will maximize Frances' profit? [ ] eartings

utput per Total Cost Total  Warginal
day mc Revenue _Revenue
0 $110 — 5000 —
1 195 5085 160 5160
2 270 075 320 160
3 340 070 480 0
4 390 050 [0) 160
5 460 070 800 160
6 5.90 130 9.60 (i)
7 815 225 () 160
8 1055 240 1280 160
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The figure to the right ilustrates the average total cost (ATC) and marginal cost (MC) curves for an orange farmer

in California. Assume the market for oranges is perfectly competitive

Suppose the market price of oranges is $20.00 per crate. Characterize the farmer's profit

At a 520,00 price, the farmer wil

M

The orange famer will make a prc
integer.)

experience losses
break even

make a profit

above §_| per crate. (Enter your response as an

Price and cost (dollars per crate)

60.00
55,00
2,00
4800
4400
4000
3500
3200
2800
2400
2000
16.00
1200

.00

400

000
0123 45 6 7 5 5 0N

Oranges (crates in 100s)

MC ATC
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Which of the following is an expression of profitfor a perfectly competitve firm?

Profit for a perfectly competitive fim can be expressed as

O A. Profit=P - MC, where P is price and MC is marginal cost
O B. Profit=P - ATC, where P is price and ATC is average total cost
O C. Profit=P *Q, where P is price and Q is output

O D. Profit=(P -TC) * Q, where P is price, Q is output, and TC s total cost.
O E. Profit=(P * Q)- (ATC* Q), where P is price, Q is output, and ATC is average total cost.
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Farmer Brown grows peaches. The average total cost and marginal cost of growing peaches for an individual

farmer  are illustrated in the graph to the right RS
Assume the market for peaches is perfectly competitive and that the market price is 522 per box. Also assume *
that farmer Brown is producing the amount of peaches that maximizes profits “ e
Use the rectangle drawing tool to shade in farmer Brown's profit. Propery label this shaded area :2 s
Carefully follow the instructions above, and only draw the required objects 2
1 Price

Price and cost (dollars per box)
B L3

B
1o 20 3 4 S0 0 70 80 90 100
Quantiy of peaches (boxes per month in 1000s)
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Lauren grows grapes. Her average variable cost (AVC), average total cost (ATC), and marginal cost (MC) of
production are ilustrated in the figure to the right

Assume the market for grapes is perfectly competitive and that the market price is $3.00 per crate.
Characterize Lauren's economic profits. Assume she produces such that she maximizes profits in the short run

Using the rectangle drawing tool, shade in Lauren's economic profits. Attach the correct label to indicate whether
she is eaming a profit (Profit) or incuring a loss (Loss).

Carefully follow the instrustions above, and only draw the required object.

Price (5 per crate)

1200
.00
1000
900
800
700 ATC
600
500 Ave
400
300
200
100

000
01 35 43§ 75§10

Quantity (crates)

MC
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Sonsider the graph below showing the market demand and supply for com.Use the line drawing tool to graph the demand for the com produced by one com farmer. Properly label this line.
Sarefully follow the instructions above, and only draw the required objests.

Q Q

Supply

Price of corn (dollars per bushel)
Price of corn (dollars per bushel)

Quantiy of Con Quantiy of Con
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Week 2 Quiz

This Question: 2 pts

Which of the following are perfectly competitive markets?

<4

220730 (0 complete) W | P

Market [ Type of Product  Ease of Entry

Wheat Farming | & M
Sub Sandwich shops [ v v |
Manufacturing MP3 players Yes v M| M|
Office building construction No v v |

This Quiz: €




image3.png
‘Number of

Firms.

Many
Few

—l
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Type of Product  Ease of Entry

Identical
Differentiated

Identical or Differentiated

Unique
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Ease of Entry

V|

High
Low

Entry Blocked
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Refer to the following table:

‘Suppose the price of wheat rises to $7.00 per bushel

He will make a profit of §|

(round your answer to the nearest penny).

Quantity _Total Total Warginal _ Marginal

(Bushels)  Revenue Cost Profit Revenue Cost
@ (TR) (T0) (IR-T) (MR) MC)
0 5000 5100 5100 - -
1 400 400 000 5400 $3.00
2 800 600 200 400 200
3 12,00 7.50 450 400 150
4 16.00 950 650 400 200
5 20,00 1200 800 400 250
5 2400 15.00 9.00 400 300
7 28.00 1950 850 400 450
8 3200 2550 650 400 600
9 36.00 3250 350 400 7.00
10 40.00 4050 - 050 400 800

Farmer Parker will maximize profits by producing

bushels of wheat (enter a whole number).




