Production Game
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Extension to include costs, revenue and profit

The cost of the factors of production is as follows: 

· Buckets (bins) or tables: £100 each 

· Balls or stacking pots/cups: £10 each 

· Labour units: £15 each 

Note that other values can be chosen

1)
Using this information, you should complete, for each production line, the first three columns on the right-hand side of the table: TC, AC and MC. (Note that you will have to divide ΔTC by MPP to get MC and TC by TPP to get AC.)

2)
Assuming that the firm is a price taker, the class should next assume a ‘realistic’ market price and fill in the TR column.

3)
At what output did the firm break even? At what output is profit maximised?

4)
Using the data in the table, draw four diagrams:

· Total product

· Average and marginal product

· Total cost, total revenue and total profit

· Average and marginal cost and revenue, showing total profit

5)
The class could discuss the long run by considering the effects of opening new production lines and the implications for costs and profit. 

	During the game (any team)
	Optional, after the game (any team)
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Sources: 
http://www.economicsnetwork.ac.uk/showcase/hedges_tennis.htm


http://www.bized.co.uk/educators/16-19/economics/firms/activity/dimreturns.htm
