
 

 

Answer on Question #39432 – Economics – Macroeconomics  

 

 

 

 

b. As demand is inelastic, increase in price will decrease the revenue, as the change in price will be 

lower than change in quantity.  So, the price should not be increased. 

 

c. If there is a perfect competition,  marginal revenue equals marginal cost and price  

MR = MC = P = $264. 

QX = 22,000 – 2.5*264 + 160 – 20,000 + 4,500 = 6000 units 

An economic measure of consumer satisfaction, which is calculated by analyzing the difference 

between what consumers are willing to pay for a good or service relative to its market price. A 

consumer surplus occurs when the consumer is willing to pay more for a given product than the 

current market price. 

Px(Q = 0) = (22,000  + 4PY – M + 1.5AX)/2.5 = (22,000 + 160 — 20,000 + 4,500)/2.5 = 6,660/2.5 

= $2664 
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