ANSWER TO CONSULTING PROJECT

Pricing and Production Decisions at PoolVac, Inc.

1. a.
The print out from STATISTIX 7 for average variable cost will look like:

STUDENT EDITION OF STATISTIX 7.0   POOLVAC DATA FOR MGH, 1/13/2003, 12:20:12 PM

UNWEIGHTED LEAST SQUARES LINEAR REGRESSION OF AVC  

PREDICTOR

VARIABLES    COEFFICIENT    STD ERROR     STUDENT'S T       P       VIF

---------    -----------    ---------     -----------    ------    -----

CONSTANT        152.881       6.60513        23.15       0.0000

Q              -0.06141       0.01462        -4.20       0.0003     12.5

Q2            2.181E-05     8.100E-06         2.69       0.0130     12.5

R-SQUARED           0.6346      RESID. MEAN SQUARE (MSE)    59.7626

ADJUSTED R-SQUARED  0.6029      STANDARD DEVIATION          7.73063

SOURCE        DF       SS           MS         F        P

----------   ---   ----------   ----------   -----   ------

REGRESSION     2     2387.50      1193.75    19.97   0.0000

RESIDUAL      23     1374.54      59.7626

TOTAL         25     3762.04

CASES INCLUDED 26   MISSING CASES 0
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 are all statistically significant at the 5 percent level or better.  The parameter estimates have the required signs for a U-shaped AVC function: 
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2. a.
The print out from STATISTIX 7 for demand will look like:
STUDENT EDITION OF STATISTIX 7.0   POOLVAC DATA FOR MGH, 1/13/2003, 12:35:14 PM

UNWEIGHTED LEAST SQUARES LINEAR REGRESSION OF Q  

PREDICTOR

VARIABLES    COEFFICIENT    STD ERROR     STUDENT'S T       P       VIF

---------    -----------    ---------     -----------    ------    -----

CONSTANT        2728.82       531.721         5.13       0.0000

P              -10.7582       1.33027        -8.09       0.0000     19.6

MAVG            0.02142       0.00945         2.27       0.0336      1.1

PH              3.16592       1.34431         2.36       0.0279     19.3

R-SQUARED           0.9664      RESID. MEAN SQUARE (MSE)    5336.98

ADJUSTED R-SQUARED  0.9618      STANDARD DEVIATION          73.0546

SOURCE        DF       SS           MS         F        P

----------   ---   ----------   ----------   -----   ------

REGRESSION     3     3379846      1126615   211.10   0.0000

RESIDUAL      22      117414      5336.98

TOTAL         25     3497260

CASES INCLUDED 26   MISSING CASES 0
The parameter estimates 
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 are all statistically significant at the 5 percent level or better.  
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 as required by the law of demand.
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 indicates Sting Rays are normal (not inferior) goods.
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 indicates PoolVac and Howard Industries are selling substitute (not complement) goods.

b. Demand:
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Inverse Demand:
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Marginal Revenue:
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3. P = $296.22; Q = 1725.8; TR = $511,221; TC = $238,049; Profit = $273,172.
4. E = –1.8465; increase, 9.2; rise; fall
5. EM = 0.8067
a. Yes, pool cleaners for swimming pools are likely to be normal goods not inferior goods.
b. Increase; 8.1
6. EXR = 0.4586
a. Yes, PoolVac and Howard Industries are selling substitute goods not complement goods.
b. Decrease; 1.4
7. P = $296.22; Q = 1725.8; TR = $511,221; TC = $248,049; Profit = $263,172.
8. $228.32; $187,588; lower than
PAGE  
1

_1103966476.unknown

_1103966704.unknown

_1103968615.unknown

_1103968616.unknown

_1103966763.unknown

_1103967450.unknown

_1103967528.unknown

_1103967376.unknown

_1103966735.unknown

_1103966606.unknown

_1103966618.unknown

_1103966582.unknown

_1103966039.unknown

_1103966094.unknown

_1103966253.unknown

_1103966040.unknown

_1103965707.unknown

_1103965770.unknown

_1103966038.unknown

_1103965662.unknown

