Problem Set #9

Sonoma State University
Economics 305-Intermediate Microeconomics Dr. Cudlar

Congder the fallowing daily product and cost schedule for a profit maximizing firm operating in a
perfectly competitive market.
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Assume the only variable cost is labor which is paid arate of $100 per day.
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Complete the above cost schedule.

If the prevailing market price of output is $5 per unit, what is the profit maximizing output?
At the profit maximizing output in (2), what is the per unit cost of production?

At the profit maximizing output in (2), what is the per unit |abor cost?

At the profit maximizing output in (2), whét is the per unit profit or |0ss?

At the profit maximizing output in (2), what isthe totd profit or loss?

Show your answers for questions 2-6, graphicdly. 'Y ou need only graph your answers by hand
using standard “U” shaped cost curves.

In the short run, at amarket price of $5 per unit, should this firm continue operating or should
the firm shut down? Explain your answer.

If the prevailing market price of output is $20 per unit, what is the profit maximizing output?
At the profit maximizing output in (9), what is the per unit cost of production?

At the profit maximizing output in (9), what is the per unit labor cost?

At the profit maximizing output in (9), whet is the per unit profit or [oss?

At the profit maximizing output in (9), what isthe totd profit or loss?

Show your answers for questions 9-13, graphicaly. Y ou need only graph your answers by
hand using standard “ U” shaped cost curves.

Whet is the minimum price needed by the firm to bresk even (i.e,, earn zero economic
profits)? Explain.

What is the shutdown price? Explain.




