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MKT 300 Homework Chapter 10



Date:_____________________

Optional Essays (Choose 40 points worth)

We are looking to open an American Flag factory in Biloxi.  The information in the following table is needed questions A thru D.  It is based on one year of potential sales and production.

Price 

Quantity

Quantity

Point

Demanded

Supplied 

$5

200,000

    2,000

$10

180,000

  40,000

$15

  80,000

  90,000 

$20

  30,000

200,000

$25

    5,000

300,000

A. Compute the Elasticity of demand between each of the Prices given in the data.  Between which points does the price for the product turn from inelastic to elastic?

B. Using the data provided in the Table above, Draw the Supply and Demand Curves for the product (on ONE graph).  From your graph, what do you estimate the Equilibrium Price to be?  Why is the Equilibrium Price important? 

C. Given the following costs, compute the Break-Even Quantity for each Price Point given in the Table above:  (Hint:  First you must decide whether these costs are fixed or variable)

Building rent = $120,000 per year

Sewing machines = $20,000 per year

Executive Salaries = $160,000 per year

Employee wages = $3 per flag

Cloth costs = $2 per flag

Dyes = $1 per flag

Poles = $2 per flag

Eagle Top to Pole = $2 per flag

D.    Comparing your answer in Optional Question B to that you gave to Optional Question C, what price can you realistically sell your product for?  Why?

