Part 1:
	Price $
	Quantity = 40,000-500*P
	elasticty e
	TR $
	TC $
	Economic Profit $

	10
	     35,000
	
	   350,000
	   766,000
	- 416,000

	15
	     32,500
	0.1852
	   487,500
	   716,000
	- 228,500

	20
	     30,000
	0.28
	   600,000
	   666,000
	-    66,000

	25
	     27,500
	0.3913
	   687,500
	   616,000
	     71,500

	30
	     25,000
	[bookmark: _GoBack]0.5238
	   750,000
	   566,000
	   184,000

	35
	     22,500
	0.6842
	   787,500
	   516,000
	   271,500

	40
	     20,000
	0.8824
	   800,000
	   466,000
	   334,000

	45
	     17,500
	1.1333
	   787,500
	   416,000
	   371,500

	50
	     15,000
	1.4615
	   750,000
	   366,000
	   384,000

	55
	     12,500
	1.909
	   687,500
	   316,000
	   371,500

	60
	     10,000
	2.5556
	   600,000
	   266,000
	   334,000

	65
	        7,500
	3.5714
	487,500
	   216,000
	   271,500

	70
	        5,000
	5.4
	   350,000
	   166,000
	   184,000


 Table 1

A company will always maximize their profits in cases where the MR=MC. In the table, the new company will increase its output to the point where MR=MC. At the table, this situation will occur where the fonts have been highlighted using a red font. It is notable that if the company produces 15000 units of the cookbooks, then the MC will be higher than the MR and the profits will not have been maximized.
Part II
1. Why, according to an economist, should implicit costs (i.e., lost wages from job given up) be included in the total cost of your product to compute economic profit?

	According to economics, the economic profit of a firm is the amount of profit that the firm gets after all the costs have been deducted. Whereby, 
Economic profits=total revenue –(implicit costs+ explicit costs)

	As an economist, it is important to ensure that the best financial decision has been made by taking in consideration of the alternatives that may exist. Economists believe that economic profit is usually the extra profit that is left once the best alternatives of the business have been considered. 
When calculating economic profit, it is always important to consider the implicit costs. Implicit costs are the costs that have occurred and are not necessarily reported as separate expenses in the financial documents. The implicit costs represent opportunity costs that arise when a firm allocates resources on a project without any form of compensation for the resources being utilized (Mankiw, 2014). 
 .

	In the above scenario, the implicit costs have been considered as the lost wages for the jobs that have been given up, which has been stated as $50,000 annually. Therefore, an economist will include the implicit costs in determining the economic profit of selling cookbooks online and  a more efficient way of allocating resources of the company. 

2. Why does price elasticity of demand change as you move up the demand curve (more specifically, as the price of the product increases)?

The demand curve is downward sloping. According to the equation, (Q=40000-500P), the quantity and price are moving in opposite directions. If the price of the product increase, then it implies that the demand for the quantity goes down. The price elasticity of demand gauges the responsiveness in the quantity demanded to price change of the commodity. The elasticity of demand between any two points within the demand curve is: 

Price elasticity of demand= the percentage change in quantity/ percentage change in the price 

According to the above formula, any change in the price of the commodity will initiate a change in the quantity that is demanded. 
In the above case scenario, when the price rises from 15 to 20, the quantity of cookbooks demanded goes down from 32,500 to 30,000. 
Therefore, the percentage change in the quantity of cookbooks demanded would be, 
% change in the quantity demand i.e., (30,000-32500)/30000*100 =-8.33 
% change in price of the cookbook is, (20-15)/20*100 = 25

E=-8.33/25= -0.333
The absolute value would be 0.33 
Since the value of E is less than 1, then it implies that the demand for the cookbook is inelastic.

According to the above observations, any change in price by 1% initiates a change in 0.33% in the quantity demanded. 

3. Explain in your own words why MR=MC produces maximum profit for a company. 
According to economics, MR=MC produces the maximum profit for a business firm. Marginal revenue (MR) is defined as the extra revenue that is gained after producing an extra output while Marginal cost (MC) is defined as the cost incurred in producing an extra unit of an output. 
At the point where MR=MC, every unit that is produced by a firm has its marginal revenue being larger than the marginal cost. It is also notable that at this point, the marginal revenue has started to decline and marginal costs are rising, which are not favorable for the firm. After this point therefore, the cost of producing any extra unit of the particular product seems to become a burden and profits begin falling. Therefore, the point where MR=MC is considered to be the optimal point at which the firm would be making maximum profits (Mankiw, 2014). 
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