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    MATH 156

Lab 3 (Section 1.6)

1. A coffee shop has the following fixed costs per month: $1,800 rent and utilities and $1,000 for employee wages. The average cup of coffee costs $0.21 to make .

a) Write a cost function using the fixed and variable costs, above.  Define your input variable.

b) The average price charged or a cup of coffee by the coffee shop is $2.30. Write the revenue function. 

c) Find the profit function, using the revenue and cost functions, above. Show your work and simplify completely.
2. Graph all three functions from problem one on one set of axes in your graphing calculator.
a.) Which line appears the steepest?

b.) How could you tell without the graph?

c.) What is the significance of the point where the cost and revenue functions intersect?  

d.) Find the intersection point algebraically and graphically.  Write both coordinates of the intersection point.  Write a complete sentence about this point using the words Revenue, Cost and units sold
e.) If the coffee shop sells 1,000 cups of coffee in a month, is the company losing money or making money? How do you know from your graph? 

f.) How can you use the equations to tell? Show how you use the equations to decide.

3. The Profit Equation

a.)
Looking at the profit function, where is the break-even point you found in the previous problem? What is the profit at the break even point?
b.)  The value of x at this point is called a zero of the function.  It is also called the 

x-intercept. Explain why.

_____________________

Supply and Demand

1. a.) Sketch a general graph of a linear demand function and a linear supply function.  Label the variable name for each axis, and label which line is demand and which is supply.

b.)
Generally, as the price of a commodity increases, what happens to demand?

c.) Generally, as the price of a commodity increases, what happens to supply?
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