
1. (15 points) The following is the graph of total cost (in thousands of dollars) for selling q thousand things.
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(a) What is the value of fixed cost?

ANSWER: FC = thousand dollars

(b) What is the value of variable cost at q = 47 thousand things?

ANSWER: V C(47) = thousand dollars

(c) At what quantity is average cost (AC) 13 dollars per Thing?

ANSWER: q = thousand Things

(d) Things sell for $9 each. Sketch the graph of TR on the axes above and answer the following.

i. What is the smallest quantity at which we’re not forced to take a loss?

ANSWER: q = thousand Things

ii. What quantity maximizes profit?

ANSWER: q = thousand Things
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2. (15 points) The graphs below are marginal cost (MC), average cost (AC), and marginal revenue (MR) for producing
and selling Meekos.
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(a) What is the largest value of marginal revenue?

ANSWER: dollars per Meeko

(b) What is the change in total cost if quantity increases from 400 to 401 Meekos?

ANSWER: dollars

(c) What is the total cost to produce 6 hundred Meekos?

ANSWER: hundred dollars

(d) Which can you read from this graph: the breakeven price or the shutdown price? What is its value?

ANSWER: (circle one ) breakeven price shutdown price

dollars per Meeko

(e) What quantity maximizes profit?

ANSWER: q = hundred Meekos

)$$*+,)&-* .)/0*
1 5745: %

55

I6J7E88A(KLI**MN 1 847 ?
>8 A 5

O$P* %Q8E 1 9E54953 %
!P* % =8ER: 9E<

# 954925 %>-:

79A7@
199A7L9A5?



3. (20 points) You sell Things. The formula for total cost is

TC(q) = 0.1q3 � 5q2 + 90q + 24,

where q is in hundreds of Things and TC is in hundreds of dollars.

(a) Compute the average cost to produce 2 hundred Things. Include units with your answer.

ANSWER: UNITS:

(b) Give formulas for variable cost and average variable cost for selling q hundred Things.

ANSWER: V C(q) =

AV C(q) =

(c) Find all values of q at which average variable cost is 35 dollars per Thing. (Round your final answers to
two digits after the decimal.)

ANSWER: (list all) q = hundred Things

(d) Compute the shutdown price. (Round to the nearest cent.)

ANSWER: dollars per Thing

(e) The graph of total revenue is a straight line and profit is 0 when q = 20 hundred Things. Find the formula
for TR(q).

ANSWER: TR(q) =

= 7 *)$P
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