Base your answers to these questions on your understandings from Ragan chapters 13, 14 and 16, but you may also support your work with more research if you feel it is warranted.  Answer all questions relating to Maggie’s Pizzeria.
1. Assume that the standard price of a pizza is $15 and the rental rate for a pizza oven is $150 per unit. Refer to the table below to answer the following questions:
            Quantity of Capital (Ovens)                            Quantity of Output (Pizzas)
                                             0                                                                0      
                                             1                                                                30
                                             2                                                                55
                                             3                                                                70
                                             4                                                                78
                                             5                                                                85
                                             6                                                                89
What is the MRP of the second unit of capital (ovens)? Show your reasoning and explain any assumptions you are making (2 pts.)  Will the pizzeria employ a second oven? Explain why or why not. (2 pts) How many ovens will the pizzeria utilize? Explain fully. (2 pts)
2. Maggie’s Pizzeria operates and rents in a rural area in Alberta. Draw a correctly-labelled graph to illustrate the land market in this area where land is in fixed supply.  Be sure to label the axes, the supply and demand curves for land, the equilibrium rental rate and amount of land used.  (2 pts) Shade in and label the area that represents economic rent.  (1 pt.) Explain why you have shaded in this area and what the concept represents. (2 pts)

3. Maggie’s Pizzeria hires delivery drivers from a perfectly-competitive labour market. Draw correctly-labelled, side-by-side graphs of delivery-driver supply and demand for Maggie’s Pizzeria and for the entire driver market.  (4 pts) On your graphs, show how an increase in the supply of drivers would affect the equilibrium wage and the number of drivers hired, both by Maggie’s Pizzeria and in the delivery market as a whole. (2 pts) Now, using a separate colour on your graphs, or with a new pair of graphs, illustrate how a decrease in the demand for pizza would affect the equilibrium wage and the number of drivers hired, both by Maggie’s Pizzeria and in the delivery market as a whole. (2 pts) Be sure to explain your reasoning on the graphs as a part of your solution.

4. Maggie’s Pizzeria is the only pizza restaurant in their area of Alberta, and therefore the only employer of pizza chefs. Draw a correctly-labelled graph for the market for pizza chefs in this region.  Be sure to label the axes, the curves, the wage rate and amount of cooks used.  (4 pts) Illustrate and explain any inefficiency in this market.  What might be done to eliminate or reduce any inefficiency? (2 pts)
[bookmark: _GoBack]
5. Maggie’s Pizzeria delivers its pizzas in non-reusable, non-recyclable thermal plastic containers. Draw a correctly-labelled graph showing the market for these pizza containers. (2 pts) On the same graph, show the socially-optimal level of container production, and explain any differences.  (2 pts) What could the government do, economically, to achieve this socially-optimal level of production?  (1 pts) A suggestion has been made to ban completely these thermal pizza containers.  What are the problems with such an action? (1 pts)
________________________________________________________________________
Additional Questions:

1.Describe the characteristics of a natural monopoly.

2.Describe the characteristics of a natural monopoly.

3.Describe marginal cost pricing as a means of regulating the price of a natural monopoly.

4.Describe what is meant by a Nash equilibrium in game theory.

5.With a diagram, explain the differences in long-run equilibrium between a perfect competitor and a monopolistically competitive firm.
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