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The Microhard Co. has developed innovative software to be run on personal computers that will perform all of the company’s specific accounting functions. Microhard is marketing this product, called Micro-IRS through the internet only. Its research staff has estimated that monthly revenues and cost can be estimated by the following relationships.

P = 80 – 4Q

TC = 32-4Q + 2Q2
Total revenue is equal to P * Q

a. Plot the total revenue, marginal revenue, total cost, average cost, and marginal cost curves. Note, they should conform to the shape discussed in class.

b. At what output level and price are revenues maximized?

c. At what output level and price are cost minimized?

d. At what output level and price are profits maximized?

Bonus points. Use the information below to answer questions b – d again.
 P = 500 – 4Q

TC = 100+100Q – 3Q2 +Q3     
