Revenues

Q1 Looking back
A firm has the following demand curve:
[image: ]
Calculate the Price Elasticity of Demand and change in Total Revenue, and state whether demand is price elastic or inelastic, if
(a) Price changes from £7 to £6
(b) Price changes from £4 to £3

Q2 Calculating Total and Marginal Revenue
From the above graph, calculate Total and Marginal Revenue at each price level.
Sketch the two curves, and explain the relationship between TR and MR=0

Q3 Marginal Revenue
[bookmark: _GoBack]With reference to the data above, why is it inevitable that Marginal Revenue will always fall more steeply than Average Revenue, in a competitive market?



Q4 Definitions
Fill the gaps:
Revenue is the income generated from the sale of ……………………………….. in a market
Average Revenue (AR) = …………………………………….. = total revenue/output
The AR curve is the same as the ……………………………………
…………………………………………….. = the change in revenue from selling one extra unit of output
…………………………………………….. = Price per unit x quantity

Choose from: Total Revenue (TR); price per unit; Marginal Revenue (MR); demand curve; goods and services

Q5 Brilliant Beans
Brilliant Beans is a coffee stall operating on the concourse of a major train station. It has constant average costs of £1.20 per medium cup of coffee.  Explain why the owners may decide to reduce price from £2.00 per cup to £1.75 per cup.
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