EXERCISES. MARGINAL COST

1. We have a gang with 3 bricklayers and 1 assistant. The bricklayers’ salary is £2,000/month and the assistant is £1,450/month. Every bricklayer can build 20 m2 of brick wall per day (20 days working per month). Fixed costs are £1,000/month.
a) Calculate the total cost per m2 (fixed + variable).

b) Their salary will raise 3% next year. Calculate the resulting marginal cost.








c) We introduce one more bricklayer this year (before this pay raise) and the rate per each one of them changes to 16 m2. Calculate the marginal cost and say whether it is a good idea or not.




Not a good idea. The additional m2 are much more expensive.

2. We have tried different combinations for a gang paving with ceramics. The results are as follows:
	Pavers
	Assistants
	Rate per week

	1
	1
	180 m2

	2
	1
	280 m2

	3
	2
	450 m2



Supposing pavers have a salary of £500/week and assistants’ are £300/week, explain which of these ones the best option is
	Pavers
	Assistants
	Rate per week
	Unit cost
	Marginal cost

	1
	1
	180 m2
	£4.44/m2
	£4.44/m2

	2
	1
	280 m2
	£4.64/m2
	£5.00/m2

	3
	2
	450 m2
	£4.67/m2
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