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Majors Minors, Options, etc.
Agricultural Business Farm and Ranch Management, Agribusiness
Management

Section 1. Past Assessment Summary.
Response:

The AOC reviewed the AY 2024-25 AGBE report and rated all six report elements Outstanding. Reviewers
asked for three additions: a description of how RIC members scored student work and kept their scoring
consistent, a more specific account of how instructors acted on the findings, and concrete Closing the
Loop steps, particularly for students' graphing skills. Sections 5, 7 and 8 of this report add each of these.




Section 2. Institutional Assessment Data Request.
Based on the rationale on the Instructions page, please review your program learning outcomes (PLOs)
and identify whether you have PLOs that address the Core Qualities. There are no right or wrong

answers.

Identify 1-2 major-required courses that might have student assignments designed to meet these
objectives at least at a surface level. If you cannot identify a course in your program that aligns with this
request, please check the appropriate box. At this juncture, this is for information gathering as we plan
future institutional assessment endeavors.

ECNS 317

Core Quality LOs are PLO Beginning Level Developing | Proficient | Not
Institutional Learning | overlaps Level Level Applicable
Outcome (ILO) with MSU e.g. CORE Courses (US, W, Q, IN, (N/A)
Core CS, 1A, IH, IS, D) e.g. list one e.g. list one
Quality 200- or 300- 300- or No course
level course 400-level exists in our
Mark X if courses, program that
program has Capstone, addresses
at least one Research this Core
PLO that (R) Core Quality / ILO
overlaps courses
with an ILO
Thinkers & Problem X Core classes are designed to AGBE 210 AGBE
Solvers address an introductory, 451RS,
foundational level of Core AGBE 341,
Qua||t|es. Some r_'nay overlap AGBE 445,
into the developing level, but
- most intermediate-to- AGBE 345
Effective X developing or AGBE 210 AGBE 451
Communicators proficient/mastery level courses RS
will exist within the majors.
Local & Global Citizen ECNS 101, ECNS 303
AGBE 210 ECNS 314




Section 3. Actionable Research Question for Your Assessment.
Response:

Can DAEE AGBE students describe and classify firm- and farm-level decision rules for the efficient
operation of enterprises, apply those rules to new situations, and compare the outcomes when the rules
are applied differently?

Section 4. Assessment Plan, Schedule, and Data Sources.

a) Did you change the previously established Assessment Plan Schedule. If yes, how was it
changed?

None

b) Please provide a multi-year assessment schedule that will show when all program learning
outcomes will be assessed, and by what criteria (data). List your PLOs in full for reference. Add
rows as necessary.

DAEE AGBE Assessment Schedule
PLO# 2022- | 2023- | 2024- | 2025- | 2026- | 2027-
PROGSC:\_/ICI(')EGENING 2023 2024 | 2025 2026 | 2027 | 2028 Data Source*
1 Apply & Analyze: X AGBE 210
Demonstrate an ECNS 101
understanding of how ECNS 204
markets operate, use AGBE 445
information in new situations AGBE 451
to compare the pre-post
effects of government
policies in markets
2 Apply & Evaluate & Analyze: X ECNS 204
Apply skills in mathematical ECNS 301
and analytical reasoning and AGBE 341
statistical techniques to AGBE 345
analyze changes in market
behavior or policies, and
evaluate the impacts of these
changes on buyers, sellers,
and other stakeholders
3 Understand & Apply: Explain X AGBE 445 AGBE
ideas or concepts presented 451
in articles in business and
economics journals, apply
those concepts to new
situations
4 Understand & Apply & X AGBE 210
Evaluate: Describe and ECNS 204
classify firm and farm level AGBE 341




decision rules for the efficient
operation of enterprises,
apply those rules to new
situations, compare and
contrast outcomes based
differential implementation
of the rules, evaluate and
critique the institutional
structure and use of
agricultural marketing
systems

AGBE 321
AGBE 421

5 Analyze & Evaluate: Appraise
the impacts of changes in
market and general economic
conditions in a broad array of
settings, weigh the impacts of
the policies on various groups
affected by those changes.

AGBE 210
ECNS 204
AGBE 451

6 Create: Investigate outcomes
and changes in agricultural
industries, develop a research
paper based on those
outcomes or changes, present
ideas effectively in oral and
written forms

AGBE 451RS

*Assignments or exams from the listed courses can be used as student artifacts for the program

assessment, students in lower-level courses are expected to demonstrate beginning and developing skills,

while students in upper-level courses are expected to demonstrate competency and accomplishment.

¢) What are the threshold values for which your program demonstrates student achievement?

Provide a rationale for your threshold values.

Threshold Values

PROGRAM LEARNING OUTCOME

Threshold Value

Data Source

1) Apply & Analyze: Demonstrate an understanding of how | The threshold value for beginning Randomly
markets operate, use information in new situations to and developing for this outcome is selected
compare the pre-post effects of government policies in for 75% of assessed students to student
markets score above 1 on a 1-4 scoring assignments
rubric. The threshold value for or exams
competency and accomplishment
for this outcome is for 75% of
assessed students to score above 3
on a 1-4 scoring rubric.
2) Apply & Evaluate & Analyze: Apply skills in mathematical | The threshold value for beginning Randomly
and analytical reasoning and statistical techniques to and developing for this outcome is selected
analyze changes in market behavior or policies, and for 75% of assessed students to student
. score above 1 on a 1-4 scoring assignments
evaluate the impacts of these changes on buyers, sellers, .
rubric. The threshold value for or exams

and other stakeholders

competency and accomplishment




for this outcome is for 75% of
assessed students to score above 3
on a 1-4 scoring rubric.

competency and accomplishment
for this outcome is for 75% of
assessed students to score above 3
on a 1-4 scoring rubric.

3) Understand & Apply: Explain ideas or concepts The threshold value for beginning Randomly
presented in articles in business and economics journals, and developing for this outcome is selected
apply those concepts to new situations for 75% of assessed students to student
score above 1 on a 1-4 scoring assignments
rubric. The threshold value for or exams
competency and accomplishment
for this outcome is for 75% of
assessed students to score above 3
on a 1-4 scoring rubric.
4) Understand & Apply & Evaluate: Describe and classify The threshold value for beginning Randomly
firm and farm level decision rules for the efficient and developing for this outcome is selected
operation of enterprises, apply those rules to new for 75% of assessed students to student
. . score above 1 on a 1-4 scoring assignments
situations, compare and contrast outcomes based .
. o . rubric. The threshold value for or exams
differential implementation of the rules, evaluate and .
competency and accomplishment
critique the institutional structure and use of agricultural for this outcome is for 75% of
marketing systems assessed students to score above 3
on a 1-4 scoring rubric.
5) Analyze & Evaluate: Appraise the impacts of changes in The threshold value for beginning Randomly
market and general economic conditions in a broad array | and developing for this outcome is selected
of settings, weigh the impacts of the policies on various for 75% of assessed students to student
score above 1 on a 1-4 scoring assignments
groups affected by those changes .
rubric. The threshold value for or exams
competency and accomplishment
for this outcome is for 75% of
assessed students to score above 3
on a 1-4 scoring rubric.
6) Create: Investigate outcomes and changes in agricultural | The threshold value for beginning Randomly
industries, develop a research paper based on those and developing for this outcome is selected
outcomes or changes, present ideas effectively in oral and | for 75% of assessed students to student
. score above 1 on a 1-4 scoring assignments
written forms .
rubric. The threshold value for or exams

These threshold values distinguish between beginning/developing learners and competent/accomplished learners.




Section 5. What Was Done?

d) Self-reporting Metric (required answer): Was the completed assessment consistent with the
program’s assessment plan? If not, please explain the adjustments that were made.

X Yes |:| No

e) How was the data collected and analyzed and by whom? Please include method of collection
and sample size.

The instructors of AGBE 321 and AGBE 341 gave the RIC copies of all student submissions for
two questions on a lab assignment on the relevant PLO. The RIC then had Claude score each
artifact independently against the rubric below, provide a summary of scores, and write a
general conclusion regarding students’ levels of understanding. For AGBE 341, the questions
scored were for Part | (Pasture Cost Analysis) of Lab Exercise 6, with attention to question 8
(rent the pasture or raise beef). For AGBE 321 the questions scored were question 3 of Lab
Exercise 6 (the wheat farmer's hedging problem, including the part 3e discussion).
Submissions were scored by Claude on the 1-4 rubric below, and the full set of scores,
rationales, and anonymized submissions is in Appendices A-C.

f) Please provide a rubric that demonstrates how your data was evaluated.

Indicators Beginning - 1 Developing- 2 Competent- 3 Accomplished- 4

Understand &
Apply & Evaluate:
Describe and
classify firm and

farm level decision The student
. The student
rules for the describes and .
. . . . describes,
efficient operation classifies decision . The student
. . classifies and . .
of enterprises, rules and applies describes, classifies

The student can state applies decision

apply those rules oo them to a new and applies decision
. . basic firm or farm ) . rules, compares
to new situations, . situation, but rules, and compares
decision rules but outcomes and
compare and . cannot compare outcomes and
cannot classify them evaluates the
contrast outcomes v them t outcomes under Keti X evaluates the
ora emtoa marketing system, .
based differential p? y . different . &y marketing system
. . new situation . . with some . .
implementation of implementations . . without mistakes or
mistakes or gaps in
the rules, evaluate or evaluate the . gaps
. . the comparison or
and critique the marketing system .
L . evaluation
institutional involved

structure and use
of agricultural
marketing systems




Section 6. What Was Learned.

g) Based on the analysis of the data, and compared to the threshold values established, what was
learned from the assessment?

We assessed PLO 4 using every submission from two courses: 42 AGBE 321
responses to question 3 of Lab Exercise 6 (hedging a wheat crop with futures) and
42 AGBE 341 responses to Part | of Lab Exercise 6 (pasture cost analysis), 84
artifacts in all. They were scored on the 1-4 rubric in Section 5f. Scores, rationales,
and anonymized submissions are in Appendices A-C. Both thresholds were met in
both courses. The beginning/developing threshold (75% of students scoring above
1) was met by 98% of AGBE 321 students (41 of 42) and 98% of AGBE 341 students
(41 of 42). The competency threshold (75% of students scoring 3 or higher) was
met by 90.5% of AGBE 321 students (38 of 42) and 81% of AGBE 341 students (34
of 42), and by 85.7% of the combined sample (72 of 84).

Mean scores were 3.14 in AGBE 321, 3.12 in AGBE 341, and 3.13 combined.
Students in the 4 category made up 26% of AGBE 321 and 33% of AGBE 341. A
score of 4 required no mistakes or gaps, so most students who scored 3 had a
correct solution with a small error or a thin explanation. The competency margin is
larger in AGBE 321 than in AGBE 341.

Course n Score 1 Score 2 Score 3 Score 4 % scoring % scoring
2+ 3+

AGBE 321 42 1 3 27 11 98% 90.5%

AGBE 341 42 1 7 20 14 98% 81%

Combined 84 2 10 47 25 98% 85.7%

h) What areas of strength in the program were identified from this assessment process?

Students in both courses applied the decision rules correctly in the large majority
of cases. In AGBE 321, 38 of 42 correctly identified the farmer's natural long
position and the short futures hedge, wrote or used the futures payoff, completed
the table of local, futures, and total results at each July price (a constant $1.50 per
bushel), and drew the graph. Eleven students scored 4: they also stated the July
offsetting trade and explained in part 3e that hedging reduces variability but does
not maximize profit, including the hedging loss when prices rise and the offsetting
gain when prices fall.

In AGBE 341, nearly all students found the marginal-revenue-equals-marginal-cost
herd sizes (175, 200, 125, and 75 cows), the profits and losses, the $40.91
shutdown price (the minimum average variable cost), the $132.35 price at which
225 cows is optimal, and the $81.88 long-run breakeven (the minimum average
total cost). Fourteen students scored 4 with every answer correct and explained,
including why the pasture makes this the short run and why raising beef beats
renting once the pasture cost is counted ($6,682.50 against $5,000). The
submissions came as typed documents, handwritten pages, and photographs, and
the reasoning was equally visible in all formats.



i) What areas were identified that either need improvement or could be improved in a different
way from this assessment process?

AGBE 321 hedging explanation (3e). Most of the points lost were in the final
discussion and in the July step. At least ten AGBE 321 students did not clearly state
the July offsetting trade (buying back the short futures position) or described it
wrongly (selling again, or delivering on the contract), and about 15 gave a brief
answer to 3e with no discussion of the hedging loss when prices rise or of
variability versus profit maximization. A few students made sign errors in the
futures column at the $9.25 price. Three students scored 2 and one scored 1 (this
submission contained no table, graph, or discussion for 3c-3e).
AGBE 341 decision at question 8 and cost-curve wording. Six of 42 students (14%)
answered question 8 wrongly, choosing to rent the pasture. Several compared the
$25,000 rent with the $6,682.50 profit from raising beef, which ignores the
$20,000 cost of the pasture, and one gave a decision with no profit comparison. In
addition, about 12 students gave a loose or misattributed explanation for the
$40.91 and $81.88 prices, for example tying the long-run breakeven to covering
variable cost instead of total cost, and about 15 gave vague or very short answers
to question 1 (short run versus long run). One student found the wrong herd sizes
at every price (scored 1). Seven of the 42 scored 2 in AGBE 341, against three of 42
in AGBE 321, so AGBE 341 has the smaller margin.
Graphing. The AY 2024-25 review asked for more attention to graphing. In AGBE
321, about six of 42 students omitted the graph for 3d, mislabeled it, or reversed
the lines for the local and futures positions. The AGBE 341 lab part scored here
does not include a graph, so it does not test the graph-interpretation steps added
in Section 8.
Coverage and process. The AGBE 321 and 341 questions test decision rules,
application, and comparison of outcomes under different choices well. They test
less of the PLO 4 element on evaluating the institutional structure and use of
agricultural marketing systems, which is assessed only through the 3e hedging
discussion. Next cycle we plan to add a marketing-systems evaluation question to
the sample.
Suggested action for AGBE 341. Both courses met the thresholds, and AGBE 341
had the smaller competency margin (81% against 90.5%). Before Lab Exercise 6,
the instructor will add a short in-class practice item on choosing between two
alternatives using opportunity cost: compute the profit from producing, subtract
the fixed cost of the owned resource from the rental offer, and compare the two
on the same basis. A model answer will state the decision rule in a sentence.
Students will also write one sentence saying why the $40.91 shutdown price uses
average variable cost and the $81.88 breakeven uses average total cost. The target
for the next AGBE 341 assessment of PLO 4 is for at least 85% of sampled students
to score 3 or higher.

Section 7. How We Responded.

j) Describe how “What Was Learned” was communicated to the department, or program faculty.
How did faculty discussions re-imagine new ways program assessment might contribute to



k)

m)

program growth/improvement/innovation beyond the bare minimum of achieving program
learning objectives through assessment activities conducted at the course level?

The RIC communicated the results of the assessment to all faculty. The instructors of AGBE 321
and AGBE 341 were emailed the results separately.

How are the results of this assessment informing changes to enhance student learning in the
program?

Instructors of quantitative AGBE courses are incorporating the assessment findings into their
courses by increasing attention to fostering students’ ability to synthesize and interpret
advanced economic derivations. They have increased their efforts in targeted feedback and in-
class review, and increased emphasis on evaluation and interpretation.

The AGBE 321 and 341 results met both thresholds (90.5% and 81% of students at 3 or higher).
AGBE 341 instructors will add a short practice item and model answer on choosing between
producing and renting (including the cost of the owned pasture), and a one-sentence question
distinguishing average variable cost from average total cost, before Lab Exercise 6 (see Section
6i). AGBE 321 instructors will add a short worked item on the July offsetting trade and a prompt
asking students to state the hedging loss and the difference between reducing variability and
maximizing profit when they answer the final part of the hedging problem.

If information outside of this assessment is informing programmatic changes, please describe
that.

DAEE exit interviews are in-person interviews offered to graduating DAEE majors each semester
by the chair of the Resident Instruction Committee and DAEE Student Success Coordinator. In AY
2025-26, 6 graduates took part. Students are asked about the most and least useful classes in
the ECNS curriculum and in the CORE, in overall terms, as well as with respect to writing,
communication, and math skills. Students asked what skills they wish they were better trained
in, and what courses or topics they with the DAEE offered that it does not currently offer. The
Student Success Coordinator then groups the answers by theme and reports them to the RIC
and to the faculty. This year, student exit interviews indicated that AGBE 341 (one of the courses
evaluated here) is one of the top courses that AGBE students report as “most beneficial.”
Another student described the course like this, “Really enjoyed this class mainly because of the
curriculum ... used. Many things could be taken and applied to the real world.”

What support and resources (e.g., workshops, training, etc.) might you need to make these
adjustments?

One month summer salary for each DAEE faculty member to participate in teaching
workshops, curriculum development, and plans for 7-year review.



Section 8. Closing the Loop(s).

Reflect on the program learning outcomes, how they were assessed in the previous cycle (refer to #1 of
the report), and what was learned in this cycle about any actions stemming from the previous cycle.

a) Self-Reporting Metric (required answer): Based on the findings and/or faculty input, will there be
any changes made (such as plans for measurable improvements, realignment of learning
outcomes, curricular changes, etc.) in preparation for upcoming assessments?

Yes X No |:|

b) In reviewing the last report that assessed the PLO(s) in this assessment cycle, what changes
proposed were implemented and will be measured in future assessment reports? What action
will be taken to improve student learning objectives going forward?

The AY 2024-25 assessment found that all students could improve their graphing and their ability to
explain what a graph shows. The program is taking these steps.

1. Assignments in AGBE 210, ECNS 204 and AGBE 341 that ask for a graph also require a one- or two-
sentence written interpretation, graded separately.

2. The RIC will add a graphing row to the rubric and report the share of students at competent or above
in when this PLO is next evaluated.

c) Have you seen a change in student learning based on other program adjustments made in the
past? Please describe the adjustments made and subsequent changes in student learning.

No opportunity to observe yet.

d) If the program sees anything emerging from this assessment cycle that it anticipates would be a
factor or an item of discussion in its 7-year program review cycle, please use this space to
document that for future reference.

None
Submit report to programassessment@montana.edu

Update Department program assessment report website.
Update PLO language in CIM if needed (Map PLOs to Course LOs)



mailto:programassessment@montana.edu
https://www.montana.edu/provost/curriculum-development/mapping_program_learning_outcomes_to_course_learning_outcomes.html

Appendix A. Scoring summary and rationales (PLO 4)

Scored by one rater (Claude) on the 1-4 rubric in Section 5f. Competency threshold = 3 or higher. A score
of 4 required no mistakes or gaps. A wrong final decision (AGBE 341 question 8) was scored 2. Student
numbers are assigned alphabetically within each course.

AGBE 321, Lab Exercise 6 question 3 (all 42 students, anonymized)

Student Score Rationale

321-01 3 Correct 3a-3d (naturally long, short futures, futures payoff 7.50-P, table, graph). 3e
explains hedging reduces variability and notes hedging loss at high prices. Gap: does
not state the July offsetting trade.

321-02 3 Correct classification, table (-0.50/1.50/3.25; 2/0/-1.75; total 1.50), graph and July buy-
back. 3e names assured margin and lost upside but is brief; futures equation not
written as a function of price.

321-03 3 Correct long position, short hedge and July buy-back; table computed for all three
prices (total 1.50); graph drawn. 3e is thin ('guaranteed profit') with no hedging-loss or
variability discussion; futures equation shown only numerically.

321-04 2 Correct position and short hedge, but the table shows only the $5.50 case and the
graph is incorrect. 3e correctly says hedging does not maximize profit but reduces
variability, with no price-by-price comparison.

321-05 3 Correct classification, equations, table (sign dropped on -1.75 at $9.25) and graph. 3e:
reduces variability, limits boom and bust, covers low and high prices briefly. Gaps: July
offset not stated; hedging loss not named.

321-06 2 Correct long classification, short hedge and sell-May/buy-July logic; only the $5.50 case
worked in the table, and the graph is incorrect. 3e correctly says hedging reduces
variability rather than maximizing profit, but it is brief and not tied to price scenarios.

321-07 4 Complete and correct: long position, short hedge with July buy-back, futures payoff
7.50-P, results at each price, correct graph, and a full 3e covering low-price offset,
hedging loss at $9.25, and that hedging reduces variability but does not maximize
profit.

321-08 4 Complete and correct: position, short hedge with July offset, futures payoff equation,
full table, correct graph, and 3e describing losses/gains in each market at low and high
prices and concluding hedging reduces variability.

321-09 3 Correct classification, equations and July offset (sell wheat, buy back futures); correct
graph. Gap: gives only the $1.50 total per bushel and not the local and futures profits at
each July price; 3e is brief but says hedging reduces variability, not maximizes profit.

321-10 1 Correctly names the long position, short hedge and July sale, but the submission
contains no table, graph or discussion for question 3c-3e (the scan has Q3 parts a-b
only; later pages cover Q4). Rule stated, not applied or evaluated.

321-11 3 Correct classification, full table (all three prices, total 1.50) and correct graph; short
hedge with July offset. Gap: futures profit written only numerically and 3e is a single
phrase ('benefits from lower price variability') with no low/high price comparison.

321-12 4 Complete and correct: seller/long, short July futures at $7.50 with July buy-back,
futures payoff 7.5-P, full table, correct graphs, and 3e covering low-price offset, lost
upside at high prices, and variability reduction rather than profit maximization.




321-13 Correct long/short classification, futures equation, July buy-back, full table and a brief
3e (profit equal, hedging reduces variability). Mistake: the graph has the local and
futures lines reversed.

321-14 Correct classification, table (all three prices), graph and a clear 3e covering low-price
offset, high-price loss and reduced variability; July buy-back stated. Mistake: the
futures profit equation in 3b is mislabeled and mixed up with the local equation.

321-15 Correct classification, equations, table and July buy-back; 3e is concise but covers bad
times, good times and reduced variability. Gaps: graph omits the futures line and the
futures sign at $9.25 is unclear.

321-16 Correct classification, equations, table and graph; July buy-back stated; 3e explains
offset at low prices and stable profit. Gaps: no high-price/hedging-loss discussion,
'short run' used for 'short position', and the futures sign at $9.25 is wrong.

321-17 Correct classification, table, graph and a good 3e covering hedging losses at high prices
and offset at low prices. Mistake: says to sell a futures contract in July to offset (should
buy back).

321-18 Complete and correct: classification, equations, offsetting July trade, table, graph with
local/futures/total lines, and 3e explains reduced variability, losses on the futures side
at high prices, and that profit is not maximized.

321-19 Correct long/short logic, equations, complete table showing a constant $1.50 and a
sound 3e on offsetting losses and gains. Gaps: messy work, no graph found, and 3e is
somewhat muddled on why a profit results.

321-20 Complete and correct: classification, equations, offsetting July buy-back, table with
constant $1.50, graph, and 3e covers gains/losses in both markets at low and high
prices and states the goal is stabilizing profit, not maximizing it.

321-21 Correct classification, equations, table and graph; 3e notes guaranteed price and
reduced variability, and that the short covers losses when prices fall and local profit
covers futures losses when prices rise. Gaps: arithmetic slips in the futures row, and the
discussion is brief.

321-22 Table, July buy-back and 3e are strong (low prices, high prices, reduced risk but forgone
gains). Errors: says producer benefits when prices fall, calls the offsetting position
'naturally short' in 3b, and the graph is sketchy.

321-23 Correct classification, equations, July offsetting trade, table with constant $1.50, graph,
and 3e covers cash loss offset at low prices, hedging losses at high prices, and
variability reduction rather than profit maximization.

321-24 Correct classification, equations, July long offset, complete table and graph with local,
futures and total lines. Gaps: sign slip on the futures $9.25 entry, and 3e is brief
(stability; losses in one market offset by gains in the other) without explicit hedging-loss
discussion.

321-25 Correct classification, equation, July buy-back, table with constant $1.50 and a strong
3e (low-price offset, forfeited upside as hedging cost, reduces variability not maximum
profit). Gap: no graph for 3d.

321-26 Complete and correct: classification, equations, July long offset, table, graph, and 3e
explains stabilizing prices, protection from large drops, offsetting losses on the short
futures position at high prices (hedging losses) and reduced profit variability.

321-27 Correct classification, equations, full table and graph. Gaps: no explanation of the July

offsetting trade and a very brief 3e (reduces variability; farmer faces futures losses if
prices rise) with no low-price discussion.




321-28

Correct classification, equations, table and graph with local, futures and total lines; 3e
states hedging reduces variability and describes offsetting gains and losses. Gaps: 3e
wording is garbled at points and the July trade is described as buying 'in hopes of a
lower price'.

321-29

Correct classification, equations, table, graph and a strong 3e (guaranteed profit in bad
markets, forgone upside, offsetting movements, reduced variability). Error: says to sell
the futures contract before expiry rather than buy it back.

321-30

Correct long position, short offset and July repurchase, and a reasonable 3e (gains and
losses offset at low and high prices, reduces variability). Gaps: the 3c calculation is
shown for only one price, the photo is faint, and the graph is rough.

321-31

Correct classification, equations, table and graph; 3e describes losses and gains in both
markets at low and high prices and concludes hedging reduces variability. Gap: the July
step is muddled ('go long (sell another contract)').

321-32

Complete and correct: classification, equations, July buy-back, full table, graph with all
three lines, and a thorough 3e covering low-price protection, the hedging loss at high
prices, and that hedging reduces variability rather than maximizing profit.

321-33

Correct short offset, July buy-back, equations, table and graph; 3e covers good and bad
times and variability reduction in brief. Gaps: 3e is short and does not name hedging
losses or the profit-maximization point.

321-34

Correct classification, equations, July buy-back, table and graph; 3e notes cash at bad
times, cost at good times and reduced variability. Gaps: 3e is brief and does not name
hedging losses or state that hedging does not maximize profit.

321-35

Correct short position, equations, full table and graph; 3e covers low-price offset, a cost
when prices are high and reduced variability. Errors: 3a says the producer benefits
when 'the cost rises' instead of when price rises, and 3e wording on buying futures is
unclear.

321-36

Complete and correct: classification, equations, July offset, table, graph, and 3e
explains stable prices, losses locally and gains in futures at low prices and the reverse at
high prices, and that the goal is to keep producers from losing money, not maximize
profit.

321-37

Complete and correct: classification, equations, July buy-back, table, graph, and 3e
explains offsetting gains and losses at low prices, hedging losses at high prices, and that
hedging reduces variability rather than maximizing profit.

321-38

Complete and correct: long position, short futures offset with July buy-back, table with
constant $1.50, graph, and 3e explains certainty of margin, the short futures loss when
price rises (offsetting higher cash revenue), and that hedging reduces variability rather
than maximizing profit.

321-39

Correct classification, equations, table, graph and a strong 3e (guaranteed $1.50,
gains/losses by price level, does not maximize profit). Gap: the July step is described as
delivering on the futures contract rather than buying back the position.

321-40

Correct equations, full table and graph; 3e names the protection benefit at low prices,
the hedging cost at high prices, and that hedging reduces variability rather than
maximizing profit. Gaps: 3a/3b do not clearly state the long/short positions and the July
offsetting trade is omitted.

321-41

Correct classification, equations, July offset by a long position, table and rough graph;
3e correctly notes that hedging protects profit and stops losses but is thin (no hedging-
loss or variability language beyond a sentence).




321-42

Identifies a long position and a short futures position and gets the table totals and
graph shape right, but the July step is muddled (‘take short in July'), the payoff
equations are not stated clearly, and 3e (‘always runs a slight profit... can do both')
does not explain the tradeoff or variability reduction.

AGBE 341, Lab Exercise 6 Part | (all 42 students, anonymized)

Student

Score

Rationale

341-01

3

Q2-Q9 correct (175/$5,110; 200/$10,248; 125/-$12,860; 75/-519,010; $40.91; $132.36;
produce $6,682.50 vs rent $5,000; $81.88) with the rent-versus-produce comparison
made. Gap: Q1 reason is circular ('they only exist in the short run') rather than naming
the fixed pasture.

341-02

Short-run reason (fixed costs), correct optimal herd sizes at all prices, correct shutdown
price, correct rent-versus-produce comparison and $81.9 breakeven. Gaps: Q5 loss
recorded as -$14,010 (arithmetic error) and Q7 given as 132.5.

341-03

All answers correct with work shown: short run because $20,000 fixed costs (none in
the long run), 175/200/125/75 cows with correct profits/losses, $40.91 shutdown,
$132.35, produce ($6,682.50 vs $5,000, $1,682.50 better) and $81.88 breakeven.

341-04

Correct short-run reason, optimal herds and profits (Q5 arithmetic slip: -$19,100),
shutdown at $40.9 (lowest AVC), $132.35, produce-versus-rent comparison, and
$81.88. Gap: Q9 attributed to covering 'AFC' rather than average total cost; Q8
explanation minimal.

341-05

All answers correct with reasoning: short run due to fixed costs; MC-based herd choices
(175/200/125/75) and profits; exit below the lowest AVC ($40.91); $132.35; produce
(56,682.50 > $5,000); breakeven $81.88 where ATC is covered.

341-06

All answers correct with work shown: short run (fixed costs), 175/200/125/75 cows
with correct profits/losses, idle below $40.91, $132.35, produce ($6,682.50 > $5,000
rent) and $81.88 breakeven.

341-07

Correct short-run reasoning (fixed costs and fixed pasture), herd sizes and profits,
shutdown below about $40 because AVC would not be covered, $133, and produce-
versus-rent comparison. Gap: Q9 breakeven of $81.88 attributed to covering 'AFC'
rather than average total cost.

341-08

All answers correct with work shown: short run because of fixed costs, correct herd
sizes and profits/losses, $40.91 as lowest AVC, $132.35, raise beef because profit is
higher than renting, $81.88/cwt.

341-09

Strong Q1 (fixed pasture, definition of short run), Q2, Q3, Q6-Q9 correct with clear
profit-versus-rent comparison. Mistakes: for $60 and $45 the answer states 'optimum #
of cows: 0' even though price exceeds AVC, which contradicts the 125 and 75 cow
results; Q5 loss given as -$14,010.

341-10

Short-run reasoning, optimum herds (175/200/125/75), $133, produce-versus-rent
comparison and $81.88 are correct, but the profit/loss figures for $98, $S60 and $45
(54,840; -$19,960; -$26,750) are wrong and the shutdown price is given as $38 instead
of $40.91.

341-11

Correct short-run reasoning, herd sizes and profits/losses, $132.35 and $81.88
breakeven (with the idea of comparing long-run ATC), and the right decision to raise
beef. Gaps: Q6 phrased as marginal revenue below $40.91 and Q8 compares beef
revenue ($58,182.50) with rent ($25,000) rather than profit (56,682.50 vs $5,000).




341-12

Correctly says short run because some resources are fixed, but the optimum herd sizes
and profits are wrong (50 cows at every price, profits of $49.09 etc.), Q7 ($76.92) and
Q9 ($89.04) are wrong, and Q8 concludes to rent out the pasture without a profit
comparison. Decision rules not applied correctly.

341-13

All answers correct with MR > MC reasoning shown for each price; short run because of
the fixed pasture cost; lowest AVC $40.91; $132.35; raise beef because profit exceeds
rent after the $20,000 fixed cost; $81.88 where ATC is just covered.

341-14

Thorough and correct on Q1-Q7 and Q9 (fixed costs explained, MR vs MC, accounting
for fixed pasture, $40.90 AVC shutdown, $81.88 average total cost). In Q8 the profit of
raising beef ($6,682.50) is correctly computed but is then compared with the $25,000
rental income, so the answer is to rent out the pasture, which is the wrong decision.

341-15

Correct short-run reasoning, profits/losses ($5,110; $10,248; -$12,860; -519,010),
$40.91 shutdown price, $132.35, produce-versus-rent comparison, and $81.88. Gap:
Q2 states 75 cows rather than 175 (herd size slip) and Q6/Q9 explanations are brief.

341-16

Correct short-run reasoning (inputs fixed), optimum herds and profits/losses, $132.35,
and the right decision to keep raising cattle ($6,682.50 vs $5,000). Mistakes: Q6 gives
$43.27 as the lowest marginal cost rather than the minimum AVC of $40.91, and Q9
does not identify the $81.88 breakeven (says the calculation is the same as the short
run).

341-17

Correct short run (fixed costs), 175/200/125/75 cows with correct profits and losses,
$40.91 shutdown, $132.35, MR=MC reasoning, keep producing (56,682) and $81.88.
Gaps: Q8 gives the profit from producing but does not show the rent comparison
($5,000); explanations are brief.

341-18

Correct short run (fixed inputs), herd sizes and profits, $40.91 shutdown price (lowest
AVC), $132.35, produce-versus-rent comparison ($6,682.50 vs $5,000), and $81.88
breakeven to cover ATC. Minor slip: Q5 loss recorded as -$19,100.

341-19

All answers correct with TR-TC work shown: short run because of fixed costs,
175/200/125/75 cows with correct profits/losses, $40.91, $132.35 (MR=MC), keep
producing because $6,682 exceeds the $5,000 rental profit, and $81.88 breakeven.

341-20

Correct on 75 cows/-$19,010, $132.35 and the $81.88 minimum ATC (long-run price
must exceed ATC), and recommends not renting. But Q1 reasoning is confused, herd
sizes and profits are given as ranges or approximations (175-200 hd, 150 hd at $60 with
-$12,920), shutdown price is $38.79, and Q8 uses revenue and cost ranges rather than
the clean profit comparison.

341-21

Correct herd sizes and profits/losses at all four prices, $132.25-5132.35, and a clear
rent-versus-produce comparison ($6,682.50 > $5,000, $20,000 is a fixed cost); Q9
identifies $81.88 as the lowest ATC. Gaps: short-run reason is thin ('we have a fixed
variable') and Q6 is worded as MR below $40.91 without naming AVC.

341-22

All answers correct with work shown: short run (fixed costs), 175/200/125/75 cows
with correct profits/losses, $40.91 (don't produce if AVC > price), MR = MC at $132.35,
produce beef (56,682 vs $5,000 rent), and price = lowest ATC = $81.88.

341-23

All answers correct with work shown: short run because of fixed cost, correct herd sizes
and profits/losses, $40.91, $132.35, produce beef because it earns $1,682.50 more
than renting, and $81.88.

341-24

Excellent written reasoning: short run because the fixed cost cannot be changed; MC vs
MR for each price; fixed costs are sunk so only AVC matters for shutdown ($40.91); MR
= MC at $132.35; renting yields $5,000 versus $6,682.50 from producing; and $81.88 is
the long-run price needed to cover all costs.




341-25

All answers correct with work shown: short run because fixed costs are present (all
costs variable in the long run), 175/200/125/75 cows with correct profits/losses, lowest
AVC $40.91, $132.35, produce beef for more profit than $5,000 rent, and the lowest
ATC $81.88.

341-26

Correct herd sizes and profits/losses, AVC shutdown price ($40.91), $132.35, clear
produce-versus-rent comparison ($6,682.50 > $5,000) and the $81.88 ATC breakeven.
Gap: Q1 states 'in the short run there are no fixed costs (land is fixed)', a misstatement
of the reason.

341-27

Correct optimum herds and profits/losses at all four prices, $40.91 and $132.25, and
the produce-versus-rent comparison ($6,682.50 > $5,000 since $20,000 is fixed). Gaps:
thin short-run reason ('we have a fixed variable'), Q6 stated as MR below $40.91, and
Q9 explanation of $81.88 is garbled.

341-28

Q1-Q7 and Q9 correct with MR>MC notation and the right numbers (175/200/125/75
cows; $40.91; MC = $132.35; $81.88 = minimum ATC), but in Q8 the student computes
$6,682.50 for raising beef and then concludes the pasture should be rented out
because production profit would be less than renting, which is the wrong decision.

341-29

All answers correct and well explained: short run because of fixed land costs, MC=MR
at each price, $40.91 because the lowest AVC must be covered, $132.35, produce beef
because $6,682.50 > $5,000 rent, and $81.88 where ATC exceeds MC, with ATC=AVC in
the long run.

341-30

Correct short-run reason, optimum herds, shutdown at about $40.9, $132.5, $81.88,
and correct produce-versus-rent decision ($6,682.5 > $5,000). Gaps: Q5 loss recorded
as -$14,010, Q9 attributed to covering AVC rather than ATC, and the photographed
pages are rotated.

341-31

Q1-Q7 and Q9 correct (MR=MC, 175/200/125/75 cows, profits/losses, $40.91 covers
AVC, $132.35, $81.88). In Q8 the student computes $6,682.50 for raising beef and
$5,000 for renting but answers 'Yes rent pasture', which is the wrong decision.

341-32

Strong Q1 (can change herd size but not pasture; fixed costs exist only in the short run),
correct herd sizes, TC/TR/profit work, $40.91 lowest AVC, $132.36, correct produce-
over-rent comparison ($6,682.50 > $5,000) and $81.88. Mistake: annotates the $60 and
$45 cases 'don't produce' even though price exceeds minimum AVC, contradicting the
Q6 answer.

341-33

Correct herd sizes, shutdown price near $40.91, marginal cost $132.25 and the
produce-versus-rent comparison; minor gaps in Q1 reasoning and in the explanation of
the $81.88 breakeven.

341-34

Correct Q2-Q8 results with MR=MC logic and the right produce-over-rent decision; Q1
and Q9 explanations are brief or loosely worded.

341-35

All nine answers correct and clearly explained, including fixed land in the short run,
MR=MC herd sizes, $40.91 lowest AVC shutdown, $132.25, produce over rent (56,630 >
$5,000) and $81.88 lowest ATC.

341-36

Handwritten notebook answers: Q1 'we have a fixed variable' is vague, but Q2-Q5 are
correct, Q6 exit if MR is below lowest AVC $40.91, Q7 $132.25, Q8 raise beef (56,630 >
$5,000 rent) and Q9 $81.88 lowest ATC.

341-37

All answers correct and well reasoned: fixed pasture in the short run, MR=MC herd
sizes, $40.91 shutdown, $132.25, produce over rent and $81.88 lowest ATC.




341-38

Correct herd sizes, profits and losses, $40.91 and $132.35, and the right produce-over-
rent decision ($6,682.50 > $5,000). Gaps: Q1 reason is vague ('fixed variable cost') and
Q9 explanation mixes variable-cost and ATC reasoning.

341-39

Q1-Q7 and Q9 correct with clear work, but Q8 concludes 'Rent out the pasture' by
comparing $25,000 with $6,682.50 and ignoring the $20,000 cost of the pasture, so the
profit-maximizing decision is wrong.

341-40

All nine answers correct with work shown: fixed costs exist only in the short run,
MR>=MC at 175/200/125/75, shutdown at $40.91 because variable costs cannot be
covered, $132.35, produce over rent ($6,682.50 vs $5,000) and $81.88.

341-41

Photographed upside down. Correct numbers throughout, correct produce-over-rent
decision ($6,682.50 vs $25,000-$20,000 = $5,000) and $40.91/$132.35/$81.88;
explanations in Q1, Q6 and Q9 are terse.

341-42

Correct Q1-Q7 and Q9 (min AVC $40.91, $132.35, $81.88 min ATC), but in Q8 compares
$25,000 rent with $6,682.50 profit, ignores the $20,000 land cost and answers 'rent out
pasture', the wrong decision.




Appendix B. AGBE 321 student submissions (Lab Exercise 6)

Question 3 is the wheat farmer's hedging problem: classify the farmer's natural position, state the
futures hedge, work out local, futures, and total results at the July prices of $5.50, $7.50, and $9.25,
graph them, and discuss hedging in 3e. Pages are as submitted, anonymized; the top margin of each
page has been blanked to remove any name. Some submissions include pages for other lab questions.

Student 321-01 (score 3)
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Student 321-02 (score 3)
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Student 321-03 (score 3)
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Student 321-04 (score 2)
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Lab Exercise 6

Assume that you are a speculator. From a friend working in the US Senate, you found out that

there is a policy in the works that will place a tax on feedlot operators. This policy will go into

effectin December. You know that this poticy will increase the price of fed cattle by $2. Afed

cattle contract is 40,000 pounds, and the price in June is $1.00/1b. (Ignore the commission fee

and margin for now.}

a. Which position {long or short) should you take? How will you offset that position? Explain
the prices you will sell and buy a contract for.

b. How much will you profit per pound if your price expectations are correct? How much will
you profit if yvou trade one contract?

c. How many contracts should you buyfsellin order to profit by at least $160,0007

Assume that you are a speculator. The USDA comes out with a report that the soybean harvest

in September will be well above expectations. Using an EDM calculation, you find that prices

will decrease by 25%. One soybean contractis 5,000 bushels and the current May price is

$8.00/bu.

a. Do you have bullish or bearish price expectations? What will the soybean futures price be in
September if you are correct?

b. Which position (long or short) should you take? How will you offset that position? Explain
the prices you will sell and buy a contract for.

c. How much will you profit per bushel if your price expectations are correct? How much will
you profitif you trade one contract?

d. Assume thatyou trade 5 contracts. You call your broker. You need to pay a commission fee
of 2 centa/bu. You also need to deposit 15% of the contract value into a margin account.
How much do you need to deposit in May?



3. Suppose you are a Montana farmer growing winter wheat. You intend to sell the wheat to local
elevators after it is harvested, but you don’t know the price you will be quoted by the elevator at
the time of sale. It costs you $6/bu to produce the wheat,

a.

Which position are you in the local market? What is your local profit equation? Do you
benefit when prices rise or fall?

What position would you take in the futures market to offset local price variability risk?
Suppose that in May you take a position on a July futures contract that is priced at $7.50/bu.
What is your futures market profit equation? Explain what you would do in July just before
the contract expires.

Assume that the futures and local prices converge (are exactly the same in July). Given that
you took a May-July futures contract priced at $7.50, calculate your per bushel profits in the
local and in the futures markets if the price in July was cne of the following: $5.50, $7.50,
$9.25.

Graph your local payoff, futures payoff, and total payoff.

Discuss how the farmer benefits from hedging. Specifically, discuss the local, future, and
overall payoffs when prices are low. Then, discuss the hedging tradeoffs that occur when
prices are high (these are called hedging losses). Does hedging maximize profits or reduce
profit variability?

You are a feedlot operator. You will need to purchase feeder cattle in June, and you willdo so on

the local market at the going price. Suppose you know that you can sell the finished cattle at
$1.50/lb. But, you want to offset any price risk using the futures market. Itis currently October.
Suppose the current futures contract price for feeder cattle is §1.25/lb.

a.

Which position are you in the lacal market for feeder cattle? What is your local profit
equation? Do you benefit when prices rise or fall?

Which position should you take in the futures market to offset the price risk? What is your
futures market profit equation?

What is the total payoff if you implement a hedging strategy?

Construct a table that illustrates your per pound payoff if the June price is one of the
following: §1.06/lb, $1.25/b, and $1.50/lb. Assume that the local and futures price in June is
the same.

Graph your local payoff, futures payoff, and total payoff.

Discuss the benefits and costs of hedging for the feedlot operator. When does participating
in the future market benefit their payoffs? When does participating in the futures market
hurt their benefits? What is the goal of hedging?
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Lab Exercise 6

Assume that you are a speculator. From a friend working in the US Senate, you found out that
there is a policy in the works that will place a tax on feedlot operators. This policy will go into
effect in December. You know that this policy will increase the price of fed cattle by $2. A fed
cattle contract is 40,000 pounds, and the price in June is $1.00/1b. {Ignore the commission fee
and margin for now.)

8.

Which position (long or short) should you take? How will you offset that position? Explain
the prices you will sell and buy a contract for. \'orn%)

How much will you profit per pound if your price expectations aregprrect? How much will
wou profit if you trade one contract?

How many contracts should you buy/sellin order to profit by at least $160,0007

Assume that you are a speculator. The USDA comes out with a report that the soybean harvest
in September will be well above expectations. Using an EDM calculation, you find that prices
will decrease by 25%. One soybean contract is 5,000 bushels and the current May price is

$8.00/bu.

a. Do you have bullish or bearish price expectations? What will the soybean futures price be in
September if you are correct?

b, Which pasition {long or short) shauld you take? How will you offset that position? Explain
the prices you will sell and buy a contract for.

c. How much will you profit per bushel if your price expectations are correct? How much will
you profitif you trade one contract?

d. Assume that you trade 5 contracts. You call your broker. You need to pay a commission fee

of 2 cents/bu. You also need to deposit 15% of the contract value into a margin account.
How much do you need to depositin May?



3. Suppose you are a Montana farmer growing winter wheat. You intend to sell the wheat to local
elevators after it is harvested, but you don’t know the price you will be quoted by the elevator at
the time of sale. It costs you $6/bu to produce the wheat,

a.

Which position are you in the local market? What is your local profit equation? Do you
benefit when prices rise or fall?

What position would you take in the futures market to offset local price variability risk?
Suppose thatin May you take a position on a July futures contract that is priced at $7.50/bu.
What is your futures market profit equation? Explain what you would do in July just before
the contract expires.

Assume that the futures and local prices converge (are exactly the same in July). Given that
you took a May-July futures contract priced at $7.50, calculate your per bushel profits in the
local and in the futures markets if the price in July was one of the following: $5.50, $7.50,
$9.25.

Graph your local payoff, futures payoff, and total payoff.

Discuss how the farmer benefits from hedging. Specifically, discuss the local, future, and
overall payoffs when prices are low. Then, discuss the hedging tradeoffs that occur when
prices are high (these are called hedging losses). Does hedging maximize profits or reduce
profit variability?

You are a feedlot operator. You will need to purchase feeder cattle in June, and you willdo so on

the local market at the going price. Suppose you know that you can sell the finished cattle at
$1.50/lb. But, you want to offset any price risk using the futures market. Itis currently October.
Suppose the current futures contract price for feeder cattle is $1.25/lb.

8.

Which position ate you in the local market for feeder cattle? What is your local profit
equation? Do you benefit when prices rise or fall?

Which position should you take in the futures market to offset the price risk? What is your
futures market profit equation?

What is the total payoff if you implement a hedging strategy?

Construct a table that illustrates your per pound payoff if the June price is one of the
following: $1.05/lb, $1.25/b, and $1.50/lb. Assume that the local and futures price in June is
the same.

Graph your local payoff, futures payoff, and total payoff.

Discuss the benefits and costs of hedging for the feedlot operator. When does participating
in the future market benefit their payoffs? When does participating in the futures market
hurt their benefits? What is the goal of hedging?
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Appendix C. AGBE 341 student submissions (Lab Exercise 6, Part 1)

Part I, questions 1-9 (pasture cost analysis). Pages are as submitted, anonymized; the top margin has
been blanked to remove any name. Two-page spreads show pages 9-2 and 9-3 of the lab.
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1 Are you in the short run or long run? Why?

.T_J) ity

Shalt fun Gouwse WitV

2 At the beef price of $90.00 what is the optimum number of cows and what would your profit or loss be

at this romber and price? o o

175 wS 5066 =5150e L WH}

3 If the price of beef was §98.00 what is the optimum number of cows and the. profit or loss at that

number and price?

h76 * 43

LoD Lewd ~Ghod T 1012'{84

4. If the price of beef was $60.00 what is the optimum number of cows and the profit or loss at that

number and price?

H4q x bo
\15 14,Mo- Y259 = {-\1%’@\

5. If the price of beef was $45.00 what is the optimum number of cows and the profit or loss at that
number and price?

75 L

1o e s low
n whenever the pr

would be better off with no
beef was below what val

At some poini ihe price of beef c
the pasture idle. This would hap

The price of beef would have to be at least §. 1o make 225 the optimum number of cows.

Assume a beef price of $92.50 and an offer from a neighbor to rent your pasture for $25,000 per year.
As a profit maximizer, what should you do? Rentout your pasture or mise beef? Carefully exphuin
your reason(s).

(7 il pofid
(ows you Visle 20000 Oval (st 9o Loow = 2o00 =Spod]

e e hig.g/ ¢k 4

Now assume that you are in the long run and are determining whether to purchase the pastureland for
$20,000. What is the lowest beef price which would make purchasing the pasture and producing beef a

(Wse Vet Yewse e ‘J/MF

breakeven deal (i.c. the price \vould hMHQM|hm this value before you would have a profit?)

[75 tows F[{,b
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Student 341-03 (score 4)

1. Are you in the short run or long run? Why?
CJI,\N* v beeaver  yOV WAV 20600 Ik
) (04 am! fue o w0 Firtd rog

hothe |-:Nj TUn.

2 Atthe beef price of $90.00 what is the optimum number of cows and what would your profit or loss be
at this number and price?

At a pice of Y90/ fhe oprimel runblt of coms
BT 5 FWis ulll gl i oo fredin

Ot 5,110, BAD 5410 SKEI0Ggno=4ilo
3. Ithe prics of beef was $95.00 what i the optimum number of cows and the profit or foss at that
number and price?

ab o A€ o B/, wp spRsin horbll of G5
19 200. THs will resslr Th oo b 0 F §1opud,
67b'9g= b9 —Glpoo = 103uf

. luuwnrhnrmmoewmﬂuummmnnmbaaf:mammmrmlmmum
number and price?
At o prict 0F §6OLy 4 A oph e hurbte 78 cowl

6 136 EDSS et ths weal il be 0.
wjUr b0 = 3seuo  — vr500 A ¥6h

s. 1F the price of beel was $45.00 what is the optimum number of cows and the profi or foss at that
number and price?

At a P Ot PUS s 1R oftAen B of
Ml % 76, Fhe Loss For duis  Poduchion lonf)

35 Aigpld

Yrpeus 2 UG0 M HIO - 33500 AP0

6 Atsome point the price of beef could be so low that you would be beticr of with no cows and Icaving
the pasturc idle. This would happen whenever the price of beef was below what value?

A g frie el B0V s oo
would e wedite of F ket puducivg 0i o]

7. The price of beef would have to be al least $15%B%0 make 225 the optimum number of cows.

132.¢

8 Assume a beef of an
A pro s Wk B s e o e s sy
your reason(s),
At o frie€ ok “!3150 s frofis io L[z"ﬂ.fr
Go w& would Le bepdtr gfl-f PIeduing mnd Mk;:.,s\(,gzs
= P puan il st 1oy fre
TaN 4 o ¢
‘Hsl 5 55,1815 ~61506 = Glgus dond
243 00-30,000 = [HOL
e A e e e ey i P =
Hvckovia doat(r n.mmﬂ“mm“i’"w"ﬁf.';.m.m:?m"‘;fm:':ﬁ.:?ﬁ
T (w54 We@f Prie vt wpuld dat? 3

vk Qulle 19 b\\v)\w“‘ m"gﬁ[‘u?.
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Student 341-04 (score 3)

L At some point the price of beel could be so low that you would be better off with no cows and leaving
1 Are you in the short run or long run? Why? the pasture dle. This would happen wheneser the price of beef was below what value?
/ ] hy \ [
Shprt Run  becawse  We  have  Gxed Things Hoa lerewse Mhat 05 yowr [pwesk
shudy :
¢ Mo of  Ph ¢
like —Hyep omount vy yimble wh
. (37,33
2 At the beel price of $90.00 what is the optimum number of cows and what wonld your profil of loss be m The price of beef would have 10 be af east S;}L o make 225 the optimum number of cows.
al this number and price”
79 (pws
Wx 620 =5640~ 51599 = 511
3 17 the price of beel was $98.00 what is the optimum number of cows and the profit of loss at that [l Assumec a beef price of $92 50 and an offer from a neighbor 1o rent your pastre for $25,000 per 3 ear

,,,;,‘,) ""557" il 245 ;\:“l::}::‘ﬁ;nl‘i::;nmutl.\\Inhhnuld)nudzﬂ Rent out your pasiure or raise beef? Carefully . i
9y 676 = o244 ~ 4009 =0, 92.5 629 = 561625 - 51 5o =(¢662 7

25000 ~2000d = 500p we ol

& IFthe price of becf was $60.00 what is the optimum number of caws and the profit or loss at that Yoty 4
number and price? Lows
'2 S (owy 12 9 ?ﬁaﬁﬂﬂ"“’ﬁ" are in the long run and are whether 10 purchase the for
_ = i .000. What is the lowest beel price which would make purchasing the pasture and producing beef
40 » 194 = Z9¢ L[{j - l»f 2/ 500 = ) Y60 becakeven deal (2.l price sbatd have o be highes tham dhis vahoe Gfors you srout Bave & Sl
gl.{ﬁﬁ o (oviv HFC
S Ifibe price of beel was $15.00 what s the optinum mumber of cows and the profit or foss at that

number and price”

Y5 x322 7= 4490 ~F550w = _jg,

Student 341-05 (score 4)



3 At some point the price of el could be so low that you would be betier off with no cows and leaving

L Are you in the short nmn or long run? Why? the pasture idle. This would happen whenever the price of beel was below what value?

\fo\., Woud &y the matel  wnen you CAN N
'Oﬁgz" Covet  \ou© M.‘r‘hl lowest AUC e
have 1 \-{O-qlﬁc ihe price o beel (uas cier

.belo\,- U041, you would exii-
2. Authe beef pice of $90.00 what s the optimum fumber of cows and what would your profit o foss be 7. The price of beel would have to be at least S____ 1o make 225 the optimum number of cows

at this number and price? 1 12135
S Weads be/  that's cight before our MC

IS kWgher ‘han q0. We uould  make. |5,110-
(%0-628) - (51, 500) = 5.110-

We haue 2 Cxed cost, S0 we are ¢ \he

\!‘\0&'\ - R..«C\.

" $98.00 what is the optimum number of cows and the profit or loss at that 8. Assume a beef price of §92.50 and an offer from a neighbor to rent your pasture for $25,000 per year.
3 :mmoxgm 8 O Aslpmfnn;ximiuv.wwmldyoudv? Rgnlum_vmrpn\ntnrr:ixm anful!y:x:I:i:r
200 Heads bl MC 357, Tt T
Y Bosed Bt Pt = (625-628) - (51.500) ob 6 82,5

ed  fasture = 2 - =
Protid/Loss = (98-676) - (SL.OOQ\ = f0,2u¢ : i
A Sl You weld want o rase Cavie ble 8668257 #5000
number and price?
126 Heads bl MC: 555 9 N o
, fow assume that you are in the long run and are determining whetl purchase the pasturc]
20,000, What s the Jowest bl rn whtk skl Jﬁmﬁl pasture .': ,M..g:,';d b::}.
P— i a breakeven deal (i.c. the price wwldmvnoh:hig}nmmumwmym‘mhmw‘mﬁm
refit /Loss = (6o-ualy) - (Uz.500) =4-12,%0 fiviss @ e Fe M
: "wm“,_(..A.us.oommslhenqxhnwmmbﬂ“fm"‘“"””“‘"h’“'“ . Chuse. W5 & wonere your ATE,
aumber and price’ Coversg Mo MC.

¢
75 Veads bfc  MET Wyaz

Reotid/Loss = (us-32d) - (23500) = 4-19,010

32
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Student 341-06 (score 4)



Are you in the short run or long run? Why?

At the beef price of 590,00 what is the optimum number of cows and what would your profit or loss be
at this number and price?

If the price of beef was $98.00 what is the optimum number of cows and the profit or loss af that
‘number and price?

5 e z f

1f the price of beef was $60.00 wha is the optimum number of cows and the profit or loss i that
number and priee?

If the price of beef was $45.00 what is the optimum number of cows and the profis or loss at that
number and price?

b of

9:2

Student 341-07 (score 3)

Are you in the shart run or long run? Why?
ro
Shord vun. Yoo heue Lixed coSkS <

you  Ravt & Pixed Grount ot fljoqhﬂt-

At the becf price of $90.00 what is the optimum number of cows and what would your profit or lass be

. (34 x % = SLli - S/57 5110

§S o pootit

If the pricc of beef was $98.00 what is the optimum number of cows and the profit or loss at that

number and price?
QOO CowS. (A« 76 = b 248 - Seoco= Jordd

Ifthe price of beef was $60.00 what is the antimura nurher of cows and the profit or loss at that

mgzmgis Yoy« b - 29 k4o 4zs00= -12%40

If the price of beef was $45.00 what is the optimum number of cows and the profit or loss at that

number and price?

2€ owss ST AT = Uifo- B3Sess ~192010

At some point the price of beef could be so low that you would be better off with no cows and leaving
the pasture idle. This would happen whenever the price of beef was below what value?

e Hi pastire dle woly of happen W R |

Assume u beef price of $92.50 and an offer from a neighbor to rent your pasture for $25.000 per year
‘As a profit maximizer, what should you do? Rent out your pasture of raise beef? Carefully explain
your reason(s).

of 37,50,  profit _would 1L §2.<

¢ L 5e2a)-SO=brrzs

Now assume that you are in the long run and are determining whether to purchase the pasturcland for

$20,000. What is the lowest beef price which would make purchasing the pasture and producing beef a

breakeven deal (i.c. the price would have to be higher than this value before you would have a profit?)
\ ¢ e of leer tMer wouldl

el

9-3

At some point the price of beef could be s law that you woull be better of with no cows and icaving.
the pasture idle. This would happen whencver the price of beef was below what value?

Be\ou) $ 40 as 4wis woowldat
Gver AVL  alb ks lpuest

The price of beef would have to be at least $_! 3310 moke 225 the optimum number of cows.

Assume a beef price of $92.50 and an offer from a neighbor to rent your pasture for §25,000 per year.

As a profit maximizer, what should you do? Rent out your pasture of raise beef? Carefully explain

punld. ' iSe beel| Ak 492.Sc e would
9‘ shik B TN L S renk oot

Loe will D“\‘f v be 4 <coo
Now assume that you are in the long run and are determining wliether (o purchase the pastureland for

$20,000. What is the lowest beef price which would sake purchasing the pasture and producing beef s
breakeven deal (ie. the price would ke o b hicher i this value before you would have a profit?)

$ Bl W e AFC
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Student 341-08 (score 4)

Are you in the short run o long run? Why?

At the beef price of $90.00 what is the optimum number of cows and what would your profit or loss be
at this number and price?

|95 cor
63 w940 = Sy i - &',500=§‘,f@'°w44.

If the price of beef was $98 60 1 1.4t 14 he optimum number of cows and the profit or loss at that
numbcr and price?

AOOcoLs
A x(o76 = b, 247 - 5ty0e0 =10, 24F prafi
I the price of beef was $60.00 wha i Use sptinwian pumber of cows and the profit or loss at that
number and price?
RE cows
- s 1in £
b® xHad = 39,40 ~ 43,550 = -1, 3o deay

1f the price of beef was $45.00 what s the optimum mumber of cows and the profit or loss at that
number and price?

75 cows

Y5% 322= 14, 4qe - 33,500~ -T4,010 £

Student 341-09 (score 3)

Are you in the shont run or long run? Why?
Shord von, you o b irid a0k puares, bis gt

At some point the price of beef could be 5o low that you would be better off with no cows and leaving
the pasture idle. This would happen whenevcr the price of beef was below what value?

The price of beef would have 1o be at least §_ 1o make 225 the optimum number of cows.

\2).%5

Assume a beef price of $92.50 and an offer from a neighbor to rent your pasture for $25,000 per year.
As a profit maximizer, what should you do? Rent out your pasture o raise beef? Carefully explain
your reason(s).

42.50x62 = 531525 51,500 - B (52, 5O
:5;-‘-’00-7 n ST
p .

ol Sy, fiedl tie
BaL trpea
Now et e e 1“7[.‘:'.{‘.:;»* w06 derbraniaing Whiher o pUChEST the pastureland for

520,000, What is the lowest becf price which would make purchasing the pasture and producing beefa
breakeven deal (i.e. the price would have (o be higher than this value before you would have a profit?)

g T!rfg /a-,)*

At some point the price of beef could be so low that you would be better off with no cows and leaving
the pasturc idle. This would happen whenever the price of beef was below what value?

you Swtd idle Fuw puisrn, wtmim puice Zatts haew bue

HO.41 Lewt bamause Hhak g B faueest hig, Vocteble, cat—

Gk b thaged Ko Sk P s e pumied o B doiguats
M gty Lt v e pradittie (3 Minad o Commodbe
Comged e i 13 M Pxed impub

it AUE Mve: $40.41 Jewr Cad S5 Comt)

At the beef price of $90.00 what
at this number and price?
TR S0 424" §56, 410

< optimum mumber of cows and what would your profit ot loss be

Skt produeng 4 P e 3459, nt

The price of beef would have to be at least § o make 225 the optimum number of cows.

ME e 225 cawsd —* 3132, IS /cwr

T 8 doe o
..:&- Prics vhhe wb iy $132.3% ot
Fratie® 5, no. oo 15175
3. Ifthe price of beef was $98.00 what is the optimum number of cows and the profit or loss at that Assume a beef price of $92.50 and an offer from a ncighbor to rent your pasture for $25.000 e year.
numberand price? 43§47 sawes e £ $92 ooy por » €76 CuT, mes 74.74) As a profit maximizer, what should you do? Rent out your pasture or raise beef? Carefully explain
TRY Shnisgnids 3 your reason(s).
LRIy e
e Te' 4,000 Ruisimg berk ) Rewse
i g Ak $91.90 = 176 s opubet G146 e * 825, 000
Peukirs i 4 e P
10 o ot TRRISL i S0 Tersu, oy ‘q:"' MR
L S $4000
Lt TP PP
4. Ifthe price of beef was $60.00 what s the optimum number of cows and the profit or loss at that —
number and price? 42 840 cieve Ant & 320 Covbpurs Y34 Cwt) e 7
Fio v avcgussy  p 3 Ave Now assume that you are in the long run and are determining whether 1 purchase the pastureland for
s P $20.000. What is the lowest beef price which would make purct the pasture and producing beef a
® ?f,4u0 Tosis Wibic :f“"""‘ breakeven deal (i.c. the price would have to be higher than this value before you would have a profit?)
" AU
Tee 42,500 —_— = Ja he 4...] vun, ail Cofhy ot Vasishls
s

1f the price of beef was $45.00 what is the optimum aumber of cows and the profit or loss at that

number and pce? 25 iy poscsd it ® 18,000

opF s

of tews 1o

Th i ATE i =8
2 b bkt = SUBL/OT Gt 126 a3, suppr= €10 cur)

The beak pite ot be ot lewgse 831 33 /enr
Jo briean Gcn T dai liay s,

9.3



Student 341-10 (score 2)

Ate you in the s un? Why?

{ cosds
hort (un o us hanng Vired COS
YOI (i ue e lowg 4N

Pk Aon't exst "

| umber of cows and what wonld your peofit or loss be
e beel price of §9 what is the i nut
‘:":.‘L.!.u..:ll-’.‘_:..nlps,ﬂ-w i 'W rc‘, l]md S |5
-~ The m‘)}.maﬂ’l

~ Prodit 5 {510

1 Ifihe price af beef was $98.00 what is the optimue umber of cows and the profit or loss at that

""”"“""E""‘f;‘,\;mum “‘)F GS\I "WA o 200
Pk s YL

4 I the price of becf was $60.00 what is the optimun number of cows and the profit or loss at that

number and price? ~
‘{H)"r{f'\uh’\ :‘:Lc-'i‘? hfw’l(). 1S L—)S

- Plcsn'\' S 3\\35,@

¢ price of beel was $45.00 vwhat is the optin: b 9
5 optimun c
oA 7 1 number of cows any

d the profit o loss ay i
OPHmum ¥ o8 e (s e

~loss is ~%26,7s0

Student 341-11 (score 3)

1 Are you in the short run or long run? Why?
We cre tn bt shedk vuw hecoase WAL cont

g onr P casts
F S Auh:heefpineofm,wmummhmnumwor:mwmuwwmmwmmlmh

2t this number and price?
VIS cows, we weld  prbik 5,100

a6 610 - 51500= 5,0
Iflhph:nl‘berfwnmmmlhibeomimumnnnhuafemndunpmﬁuhsuﬁd

3.
number and price?
200 cows, we weld pedit B0, 2ME
Ll 2u& - sé.000 = |p 24k
4. l[lhprknol!lﬂ:fwnm.wwiilbﬂnp(bnmmbuof:m.d!ﬂpmmwbﬂllﬂm

number and price?
125 cows, e wadd lose (\z.ﬂ.o)

24.4M0 —uz.500 = 12 dbo

5. I[IMprieedbulwﬂi.mmhwmhmmbﬁolcmn\dﬂ\cmlnulwnm

number and price?
1= cews, we weld lose (14.00)

M. 440 - 3% 500 ~ -14.010

sg7 \“‘3\.‘ 1450 000"

wpdya A1 L
seas 1 000'STS 40 4N

Fusawa puir x

ca

2200 4

o an
o

YHh 5
| 2q \),r‘ \‘,311\

s s vy 52310 5
o Rupsngaind oy 1o

syt 1) [£9P UIAIYTY
q 1sawof 241 s A 000°0TS
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wpungsed 3 SsEgRINd
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v noh
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ymsipneh

s joud @ 5V
291d J20q © SUINSSY 2
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3

L1 Glouay

s g
salj0 up puE 0S THS IO
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At mepoim the price of beef could be so low that you would be better of T with no cows and leaving
the pasture idle. This would happen whenever the price of heel was below what value?

Yoo wedd soast  leve i Fh Mergind Revoune

o Nesw Nhaine Sl

The price of beef would have 1o be at least S2-35t0 make 225 the optimum numbes of cows.

ighbor to rent your for $25,000 per year-
offer from a neigh Your | Seer? Carefully explain

Assume a beef price of $92.50 and an
do? Rent out your pasture Of raise
Ha

Aslpmﬁlmnximim.whuslmldyon
our reason(s). )
T e wend wad b Piad B pebit v bs

o Db Wb vasieg Tl bes o buigher

ophiswe
protit & fagATZ.Ro.
- SENE2 .50 > 28,000 "

N::T ..;::m‘m[:l?;:\u‘m inthe fong run and sre deerining m'!": fof plreiose "t“*:"m""._
"W‘"m;m Efnu::::eﬂﬁ:w e Uhan this value befors you would have & wdﬁ;’)
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Student 341-12 (score 1)

1 S Are you in the short run or long run? Why?

Short run. This 1S \pecause Some
YRSOWTES Cre Fixed ONG Cont be Chanopa .

2, At the beef price of $90.00 what is the optimum number of cows and what would your profit of loss be
at this number and price?

50 cows  &4a.0A

3 If the price of beef was $98.00 what is the optimum number of cows and the profit or loss at that
number and price?
o cons $%51.09
O

4. Ifthe price of beef was $60.00 what is the optimum number of cows and the profit or loss at that
number and price?

ED cows $\a.09

5. Ifthe price of bocf was $45.00 what is the optimurm number of cows and the profit or foss s that
number and price?

fi =0 cons §H.07
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Student 341-13 (score 4)

I At youin the short run or long run? Why?
we are in the short.run becavse there

is a fixed cost g, the amount of P"‘”we

2. Atthe beef pricc of $90.00 what is the optimum number of cows and what would your profit or loss be
8t this number and price?

The optimum  number of cws isl1§
Since MRS MC.Your  prebit is 85110 a} this

number.
679 x70="50,6I0 - 51,500 = 5,110
3. 1f the price of beef was $98,00 what is the optimum number of cows and the profit or loss at that
number and price?

The optimum  ,mber of cows is 200
since MR>NC. Your prefit 1S B D747 af this
nomber.
¢ T6 198766248 - 56000=10,7 43
4. " 1fthe price of beef was $60.00 whal is the optimum sumber of cows and the profit or loss at that
number and price?

The optimum  aumber of ©ws is IrZs
cince ME SMC . Your [oSS is  -IZf%0 at this

number )
4949%60= 29 040~ 4 1600 = - 14,860
s. lmu’gi:e arm:im $45.00 what is ni optimum number of cows and the profit or loss at that
number and price?

The optimom  aymber of cows is 1§

Sifice MR >MC. Your Joss is -9 pi0 af this
number. !

322 % Y5=14 490 - 33,500= 19,010

t\uomepoinl the price of beef could be so low that you would be better off with no cows and Ieaving
the pasture idle. This would happen whenever the price of beef was below what value?

When “he price is below -rhe vowioole Cost.

The price of beef would have to be at Jeast §. to make 225 the optimum number of cows.

$6.AL

8. Amuhed’pric:o{sszsamdmuﬂuhuunmiﬁbm:vwmywrpmfamom)m %
Asaprofit ma'ximizr, what should you do? Rent out your pasture or raise beef? Carefully enpla’i:Ir
your reason(s|

Rent out Hhe pasture , because 1+ would
be More  profitocie.

9. Now assume that you are in the long run and are determining whether o purchase the pasturcland for

$20,000. What i the lowest becf price which would make purchasing the pasture and producing beef
deal (. the price would have 1o be higher than tis value before you would have  profi?)

424 .oy

93

At some paint the price of beef could be so low that you would be better off with no cows and leaving
the pasture idle. This would happen whencver the price of beef was below what value?

The lowest AVC valve which js 90.97 e
the price is below +his you would 4e hHe:ofr
w ith no  cows,

The price of beef would have to be at least $122 F1o make 225 the optimum number of cows.

Price woulc)\ haue o be
132, 35.

Assume a beef price of $92.50 and an offer from a neighbar to rent your pasture for $25,000 per year,

As a profit maximizer, what should you do? Rent out your pasture of raise beef? Carefully explain

your reason(s).

©29 x 9250 = 5%, 152.50- 51,500 = ¢, 6¥2.50
25,000 = 20,000 = 5,000

Yoo shoold roise beef becau;c since you have
o 0000 Fixed cost Nour profit would be higher

!qis'ms beet.

Now assume that you are in the long run and are determining whether to purchase the pastureland foc
$20,000. What is the lowest beef price which would make purchasing the pasture and producing beef a
breakeven deal (ic. the price would have (0 be higher than this value before you would have a profit?)

The |OUJ°§+ beef Pri(e, wovld be ?l.f&
because  thats  wigre the ATC s just greater
than the Mc,

9-3



Student 341-14 (score 2)

¢ you in the o long run? Why?

1 Are you in the short m‘»ﬂr ong run? Wiy - L
Wwe Oar. oA . wae LR ) -G-u.
dovy Ger fived cott  vaskoiod by Jime

P ot Th #he shart

Lhe ouve porhne ey B
o, wt ot dhornc [ veues Haae CoSH.

0 what is the optimush number of cows and what would your profit oc loss be

2 At beef price of $90.0 5
at this number and :‘”‘)\ ok (5 bmis & 1 e Lot
e, o LA it
Apadbg vhet om AL MG, R s Price
R Pedhr  Lopeh e Tove Povomtst =

vkt v - ]
ox @ S6,610.- €1500 ‘-({..WQM pnehA.

Tohl cent for
3 If the price of beef was $98.00 what is the optimum number of cows and the profit or loss at that
i mdp;f:‘: pas ephind poind e MR i shu
Ban Me T oF 200 cows. At HJ;@SG'J'
TE-TC o 662447 86,

oua p»n)‘-)' i~ : ‘
or (511081 prck
S heop d the profit or loss at that
4 fthe price of becl was S60.00 what 1 the optimum number of cows and the profit or 10:s

mumberand prise? - fg5 qil:/“’" e oy ot Tis
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At some point the price of Id be 50 low that you would be better ofT with no cows and leaving

the pasture idle. This would n whenever the price of beef was below what value?
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As a profit maximizer, what should you do
your reason(s).
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1. Ase you in the short run or long run? Why?

Lpod ron fied ced, /reeanf’

2 Atthe beef price of $90.00 what is the oplimum number of cows and what would your profit or loss be
at this number and price?

|75 oS,

(29 M0 §6blo —ts 10 oot

3. Ifthe price of beef was $98.00 what is the optimum number of cows and the profit or Joss at that

number and price?
00 oW
—gc, 2948 3§ .

(76 x 1% '-E"e\ooo ~*10,348 F,ﬂ/’
4. If the price of beef was $60.00 what is th P loss at that

number and price?

|25 ¢o45

bays x a\,)’:—i‘?:;; :-Lm‘ﬁb@ s

s I the price of beef was $45.00 what is the optimum number of cows and the profit or loss at that
number and price?

15 tous

3w 45 = Jltto hoiq g
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L Areyouin the short run or long run? Why?
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2. Atthe becf price of $90.00 what s the optimum number of cows and what would your profit or 1oss be
at this number and price? 3

’g‘m 624 -_g

hbalia R, § o L

6. Atsome point the price of beef could be so low that you would be better off with no caws and leaving.

the pasture idle. This would happen whenever the price of beef was below what value?

Wea e priee Cals belonto,) o ant

1 The price of beef would have 1o be at least §. 1o make 225 the optimum number of cows.

A ML/
4 192,35

8. m-urmamm»mm.nﬁmnmywmmmm i
As a profit maximizer, what should you do? Rent out your pasture or raise beef? Cn:hlly:;lmy-

your eason(s).
ke? E/&Lﬂuﬁ
Pu50¥624=591%3,50-51,500=¢, 443

9. Nwwmmmnhhkmgmmdnmm%h the
sznm.wm'umm_ mrmwhnmmmmmmumm.mbza
hdmudul(l&dnprmmﬂdhvehbeh’dnrmmhm ’

\owest wosld, oo 49 8p
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i icc of beef could be so low that you would be better off with no cows and
&’.;.“T.‘.f.i‘";.‘.i" T v..,.“.u nappen whenever the price of becf was below what value?
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The price of beef would have to be at least l__mﬂnmmmm-hdm
ME=MC 413135
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As a profit maximizer, what should you do? Rent out your pasture of raise beef? Carefully explain

wﬁ:; ){)mducm‘] dut b fueed wds, gwh\ only 9,000
i yow rent \Eyou weep produan the et wll
hod o et proft

150 1 624 = 53$1.50 - HLH0= 0,681

Now assume that you are in the long run and are Jeteanining whether to purchase the for
mm.wnmmmmwu-muwmmmiummm'mm-
breakeven deal (i¢. the price would have (o be higher than this value before you would have a profit?)

The 1onegt price would be §%1 %



% Atsome paint the
1 Are the ? pon price of bealcould be so low that you would be beticr off with no cows and leaving
youin shon:\mur]m.m Why? the pasturc idlc. This would happen whencver the price of beef was below what value?
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2 Atthe boefprico of $90.00 what is the Sptimum mumber of cows and what would your profi o loss be 7
a this number and price?

T oprimum @ OF (o ol be d 135-700 bid,

Wt pe vould probit “M

The price of boef would have to be at least §. 1o make 225 the optimum number of cows.

$132.35 to nale 225 oph’mmm Hat Cal?

3 If the price of beef was $98,00 what is the optimum nuniber of cows and the profit or loss at that . Assume a beef price of $92.50 and an offer from a neighbor to rent your pasturc for $25,000 per year.
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6. At some point the price of beel could be so low that you would be better off with no cows and leaving
1 Are you in the short run of long run? Why?! ) , the pasture idle. This would happen whenever the price of beef was below what value?
Shots von. we have & fixed \oriable, 100 wond exit b M was lower, %4041

fhan

2 A the beef price of $90.00 what is the optimum sumber of cows and what would your profit of loss be 7 The price of beef would have to be at least 13229 10 make 225 the optimum number of cows.
at this pumber and price?

dprmum & Of Cows js 1% and profit 18 €6, (0.

3 I the price of beef was $98,00 what is the optimum number of cows and the profit or loss at that 8 Assume a beef price of $92.50 and an offer from a neighbor o rent your pasture for $25,000 per year
number and price? As a profit maximizer, what should you do? Rent out your pasture or raise beef? Carefully explain
. Um 4‘; °£ . g . your reason(s). 16 Doo 15 cows
optim COWS ' 200 ond Y 18 Hib, 4%, o0 wojld wank %o produc, %% | ez
93 819 -91,500
bRt beause b o%2.5055,000 90 g ot
4. Ifthe price of beef was $60.00 what is the optimum number of cows and the profit o loss at that Sm(e 20,600 150 £ \'xfd Cost, Lok
number and price?
) fm& A C 9 N sume that you are in the lon; and are detern g whether to purchase the pastureland for
bphmum & o NS \s 26 and & (058 0 e s,
R breakeven deal (i.c. the price would have o be higher than this value before you would have a profit?)

& 12,800, i e 1ong (0N Y00 Would e Able 40 Chwar Your
A, If the price of beet was $43,00 what is the optimum number of cows and the profit or loss at that

s ps? A varile o6+ ontl SRLEE (1owes- ATC) and
OPNmUM 4 00 (OnS1S 78 And o 1088 OF YOO WOUd 1m0 I0GEr WaNE 1D PIDAUCE.

$19,010.
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1 Are you in the short run or long run? Why?
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2 Alﬂlﬂhﬁtfpﬂﬂﬂfﬁﬂoﬂwwmm‘nﬂnmbﬂof:wwsmdwimwmldyumpuﬁrmkuh:

at this number and price’
115 conS .

St d6- T\ 5000 §

629 (a0y = § ¢ 0

<, o P“'H

3. Iftherios of sl v 59800 wha i the ot b of cos s heprofit o hss e

number and price’

100 s, 67 (@1} = 06 2ue

L6, 24% - Sbo00: 4§ (8, 245 prefit

4. 1f the price of beef was $60.00 what is the optimum number of cows and the profit or loss at that
price?

‘number and

125 cewn, Y44 (66)= % 19,69

14, 640 - 12,5005 - {12, 460 (o5

5. I!lbmunl‘b:et‘wuﬂimmummﬂmmmhnlmsmmmmulmnm

number and price’
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11. Profit Maximization for Cotton

Mr. 1M Farmer has been producing 500 acres of irrigated cotton in the Texas High Plains. He is very
concemed about increasing fuel costs because he uscs a lot of fuel to pump irrigation water. He is
also concemed because he believes that the price of cotton could drop to 58 cents per pound. He is
not sure that he can profitably produce cotton if the price falls to 58 cents or less.

Assume you have been asked to analyze this problem. With the help of an extension agent, you developed
thehlhwingcmschedulelnrmigmd cotton at various levels of production. All costs were figured on

Fixed costs are $110 per acre. Total variable costs per acre are listed in the chart below.
Flll out the remaining calculations. Round to the third decimal place.

Mr. Farmer has asked you npute the profit level of production and th of profit
he can expect at various cotton prices. He particularly wants advice about whether or not he should
produce any cotton at all if the price drops to 58 cents per pound. (Assume I M. Farmer has no alternative

to cotton; that is, he either produces cotton or nothing.)
Total Total Total Average Cost
Prod Variable Fixed Total Per Lb Marginal | Marginal
(bs acre) Cost Cost Cost Fised |Variable| Totad Cost Revenue
200 56580 ftia ARCA T )¢50 xxxx xxxxx
250 77.00 o .95 )6 | 0.508 | o0aug 0174 o:5%
300 80.68 ‘e 2 360 | 0964 | 063 0.614 o058
350 g7s9 | ne 6.4 | ners loses | o.3g | o.c8
400 9494 He 2o%%8| 0276 |pew lo sit £.141 0:$%
450 103.80 ne. 454y O.24n | O3 Mg om 0.5
200 115.30 "6 2%5.% | o218 | 0.78% | 0.8 O.2%e &.5%
220 13330 "o 24330 | 0100 | 6.242 W G.360 o.5%
600 15555 1o 265.65 [ 0.8 | p.2vh |0 UMY | otus 0.4
650 18280 | 1o 29290 | 6.14% | 6.z5) [ 068 | o.guf | o g
700 21558 | (o 325.69| 0191 |Otot | oues | oess | oo 0%
750 25330 | o Li4%elo. 1 |0 | ouge | oms | o.<6
800 295 80 gy Yol de | 6.1% [0.%10 | 0.c67 0.430 0.8
94

111, Calculating Ownership Costs

e pure . T
O AVE 7 Pace, don't prouce

10 gt Gy blews HHOAN, doa't produce

fael,repains
they can tel if the custom

is $250,000.

MM

ML D 225 cass = §132.36

Depreciation is 10% each year.
Taves and ifwurance oosts are % of the combine vahue

. .
ting shace of capial ot cach inerest aie.

ME wedd Wewe ke be §lvzons .80 /20,000 - 0.6 (ex100) 1 (oaramy = £
£ gt 000 s 100,28 150 eue = 08

Your remon(s). s

oy geekie 2. Whatis their annaal inderest cout?
5,060 - 26000 A4, 182.50 156,900 (5.
= 5%

e 3. What is their annual depreciation?
- 25006 (046) ¥26, g0

Price = Lasesh ATC

Prct= A gve8

4. Whai are their axes and insurince costs?
150,000 (0.0} {7,500
5. Whiat arethe total ownership costs in the curmeat year?

Ve 4 75,000 12500 = } 40,500



Are you in the short ni or long mn? Why?
EprX TUN Uetawe St Wit oo ¥ ped ol

price of $90.00 what is thie optimim number of cows and what would your profit or loss be
nd price? (% @ Tiumber oF (0w 1% V15

W= 623 110" SLLE - 500 = SO eay

- price of beef was $98.00 what is the optimum number of cows and the profit of loss at that
pumserand price? (R VMM pgmiaer oF Cows e 206

=67 ~08 = 66TNE ~ oo = 10,008

1F the price of beef was $60.00 what is the optimum number of cows and the profit or loss at that
number and price? \75 CowsS

TN = (W4H x60)=TI6H0 - U500 = ~ YT, 540

number and price? 75 ConS oS O’Q\;‘mum
'\T:(s‘lz*%ﬁz (Huto =320 = —oV0
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5 Ifthe price of beel was $45.00 what is the optimum number of cows and the profit or loss at that

At smie paint the prvce of beol could be s low that you would be better off with » i
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the pasture idle. This wiiild lappen whencver the price of boef was befow what value? b
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L. Aseyou in the short run or long run? Why?

All these decisions are being made in the short run because there’s a fixed cost column. Because of the endless
possibilities when it comes to production decisions, all long-term decisions are made with exclusively variable costs,
The implication of fixed costs implies that it’s “too late” to change anything and thus the cost is fixed- you have 1o
pay 520,000 weather you like it or not. I this was a [ong run decision that $20.000 is something you could choose to
get out of- it wouldn't be fixed because you could get rid of whatever was incurring it

2, Attlie beef price of $90.00 what is the optimum nusber of cows and what would your profit or loss be
at this number and price?

175 head of cows would be the profit maximizing point because your Marginal Costs are $73.77 per cow while your
margin revenue is $90.00 per cow. At this price per ewt. You would have a profit of $3,110.00.

B I the price of beef was $98.00 what is the optimum number of cows and the profit or loss at that number
and price?

The optimum number of cows would be 200 with a marginal cost per cow of $95.74 and a total profit of $10,248.

4. Ifthe price of beef was $60,00 what is the optimum number of cows and the profit or loss at that number
and price?

“The optimum number of cows at a price of $60.00 per ewt. would be 125 at a total loss of'$12.860. While this is a
significant loss, it's less than the fixed costs of $20.000- so it would be a preferred solution to not producing cows at
all.

5. If the price of beef was 845 00 what is the optimum number of cows and the profit or 10ss at that number

and price?

Thie optimun number of cows at $45.00 ewt would be 75 with 4 total loss of $19,010. This is pretty darn close (0
your fixed costs but would technically be preferred.
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1. Are you in the short run or long run? Why?

Thort oo breause M‘A’%Mﬂ;ﬂ@m

(W{) Gy;-hv are Shack n
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2. Atthe beef price of $90.00 what is the optimum number of cows and what wmw your profit or loss be Vs 0)
at this number and price?

%5 hadd Sbisio-

3 If the price of beef was $98.00 what is the optimum number of cows and the profit of boss at that
umber and price?

200 hel Lio2g
. loco
ety
{10 248
a4, I the price of beel was $60.00 what is the optimum nuiber of cows and the profit or loss at that

number and price?

125 heed i S"’J":‘:’

117 860
LR 1f the price nﬂn.\lmnsii 00 wha is the optimum munber of cows and the profit or loss at that
number and pri
35 hwi lLl w"’”“‘a
3 M_c\o

6. Atsome point the price of beef could be so low that you would be better off with na cows and leaving
the pasture idle. This would happen whenever the price of beef swas below what value”

“You at 2 bare minimum want 1o cover your AVC, your fixed costs are already sunk- 5o we won't focus on that, But if'
we are poing 1o produce. we will he incaring variable costs so thus the lowest price for beef can’t be less than our
lowest AVC. This would mean we wouldn't produce if our price of beef {or our MR) was below $40.91.

7. The price of beef would have to be at least § 1o make 225 the optimum number of cows.

The profit maximizing decision for when to produce is when M = MR. If we havea fixed rate for the price of beef,
that will imply our MR = our price. So, o make 225 the optimum number of eows, you would want your price to be
$132.35.

& Assume a beef price of §92.50 and an offer from a neighbor to rent your pasture for $23,000 per year.
As a profit maximizer, what should you da? Rent out your pasture o raise beef? Carefully explain your
reason(s).

We are in the short term- we've already sunrk 520,000 in fixed cost into this pasture 0 our profit from senting this
‘pasture would be §5.000.

For this to be the wisest decision, our profit of"beef priced at $92 50 would have to be less.
{1 the price of beef is $92.50, yau would have a profit of $6.682 50
$o, you would want to produce beef.

9. Nowassume that you are in the long run and are deterniining whether to purchase the pasturefand for
$20,000. What is the lowest beef price which would make purchasing the pasture and producing beef &
Breakeven deal (1.e. the price would have 10 be higher than this value before you would have a profit?)

When you're in the short run you want o eover your variable cost but when you in the long run you want o be
covering that total cost. In the long ran, fora business to survive, it necds to be able o cover aff its expenses.
The price would have to be higher than $51 8%, beeause at this point you would only be making a profit of
$2.52 1f we dropped that price by even a penny (0 $81 87) we would be operating at a fagy of $3.77

6. Al some point the price of beel could be so low that you would be betier ofT with no cows and leaving
the pasture wle. This would hl‘b]lﬂl"mv‘%ll: price of beel was befow what value?

MA%@

1. “The price of beef would have to be of least . 1o make 225 the optinum aumber of cows,

H\za.2s

8. Assumea beef price of $92.50 and an offer fron a neighbor 10 rent your pasture for $25.000 per year.
As a profit maximizer, what should you do? Rent out yous pasture of raise beef? Carefully explain
your reason(s), '

$2000 palt
1’\',\20 Ta\" Bl QQ’L‘I?O
sgi1gz.5 B0

Dodce Yol #4250 20z S| 22)_' S0

mo:b D t@ Ttnblﬂﬁ b
\\QJ\OC -

9. Now sssume that you ae in the long run and ve determining whether for
$20,000, What s the lowest beef price which would make parchasing the pasture and peoduriag beef a
breakeven deal (i.c. the price would Have 16 be mﬂ\ﬂ than this value before )wu would have a profit?)
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P Areyou in the short run or long run? Why?
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At the beef price of §90.00 what s the optimum number of cows and what would your profit or loss be
atthis number and price? A0% 129 = 5,610

'\_‘\'6 COWS HBYUO- 31,200

3 If the price of beef was $98.00 what is the optimum number of cowsand the profit or loss at that
number and price? g x Hs =Ll ‘J}_q%
200 cows 25Uy 2HR - 51,000
=302 prcfir
4. If the price of beel was $60.00 what is the optimun number of cows and the profit or loss at that
number and price? BORHAH = 20,540
175 cows 220 40 -12LE00

=%VL2w0 \oss

If the price of beef was $45.00 what is the optimum number of cows and the profit or loss at that

number and price? WS¢ 2272 =\H,140
35 cows WA -23500
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=

Are you in the short run or long run? Why?
a Shovky run
coust wt havt o Fxed voriable

At the beef price of $90.00 what is the optimum number of cows and what would your profit ot loss be
at this number and price?

optimum  rumbes of cows is 115 ﬂpmr.‘.i» s ¥5l0

If the price of beef was $98.00 what is the optimum number of cows and the profit or loss at that
number and price?

opfimum  rumber of cows is 200
4 profit is %10, 248

If the price of beef was $60.00 what is the optimum number of cows and the profit or loss at that
number and price?

optimum  rumbesr of cows is 125
4 o 1055 of 312,800

If the price of beef was $45.00 what is the optimum aumber of cows and the profit or loss at that
number and price?

optimum  rumber of cows s 1S
4 a (55 of 9 |9 blo

92

At sone point the price of beef could be so low that you would be better off with no cows and leaving
the pasture idle. This would happen whenever the price of beef was below what value?

-4u0.41

The price of beef would have to be at least $17 2510 make 225 the optimum number of cows.

B35

Assume a beef price of $92.50 and an offer from a neighbor to rent your pasture for §25,000 per year.
As a profit maximizer, what should you do? Rent out your pasture or raise beef? Carcfully explain

your reason(s).
22.50 %1024 =5B\BL50 = 6%\\%']_.’50-5\\500
25000 -20,000
=B\WR2L.50 (13220 > BODO

Vo 0PSO FNOCE Sroen XSING, '0EEE MROIN ROV
\ROA CELOVDE. U1 50 ¥ 5000,

Now assume that you are in the long run and are determining whether to purchase the pastureland for
30,000, What is the lowest beef price which would make purchasing the pasture and producing beef a
breakeven deal (i.c. the price would have to be higher than this value before you would have a profit?)

ATC

4213 s e lowesT price

93

At some point the price of beef could be so low that you would be better off with no cows and leaving
the pasture idle, This would happen whenever the price of beef was below what value?

yoo  wevld exif W MIL was  lwev
tan % 40.4)

The price of beel would have to be at least $152.; make 225 the opimum number of cows.

Assume a beef price of $92.50 and an offer from a ncighbor to rent your pasture for $25,000 per ycar.
As a profit maximizer, what should you do? Rent out your pasture or raise beef? Carcfully explain

your reason(s).
you weuld wank 4o product  beef 25000 '“iﬂﬂ
- 29000 ek
breavse 0,082 %0 7 5,000 e R
sincs 20,000 is o PRixed cost 5009 51,600
: 0, b®2.5°

Now assume that you are in the long run and are ining whether o purchase the for
$20.000. What is the lowest beef price which would make purchasing the pasture and producing beef a
breakeven deal (i.¢. the price would have to be higher than this value before you would have a profit?)

n e g wn o yw'd pe oble

cover  your variable cost  unhil ¥ gigg
(rovest RTCY 4 .,au'd ne  longer wont fo  predva

93
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L. Areyouinthe short run or long run? Why?

Ave tw B Short o Yoo
Liede co3y (& Conarmmt 20,000

At the beef price of $90.00 what is the optimum number of cows and what would your profit ot loss be

at this number and price2— MR - N\Q/ TR -7¢
Op¥rwwm = |\1s

Profi}k = b v

3. Ifthe price of beef was S98.00 what is the optimum number of cows and the profit or loss at that
number and price?

Op¥riwum= 200
Yool _ & 10,249

4. Ifthe price of beef was $60.00 what is the optimum number of cows and the profit or loss at that
number and price?

OpFumonn = V25
Logs =%(2,800

5. Ifthe price of beef was $345.00 what is the optimum aumber of cows and the profit or loss at that
number and price?

Op¥wumz ~ (5
Lose = $14,010

Student 341-32 (score 3)

Qunership Costs in the Long Run

‘They can trade for 3 new combine for a cost of $400.000, including the value of their old machinc that
would be used as a trade-in. The useful life of the new combine is capected to be 8 years with a
salvage value of $120,000. Assume the interest and tax and insurance rates stay the same. The
depreciation rate needs 1o be recalculated using the straight line method. Make sure that when you
find the long run ownership costs, you use the average value (ie questions 7-9)!

6. What is the average value of the combine over 8 years?
HOQEO*120.00) |2 = 2u0.000

7. Wha is their annual interest cost?
a0 5.2/, = 13,520

8. What is their annual depreciation?
(4000~ 12.000) R = 2 o0

9. What are the taxes and insurance costs?
260000 x 0.0\ 2,600

10. What are the total ownership costs in the current year? What is the share of annual fixed costs
relative (o the purchasc price?
V5520 W00+ ZLo0 = T2

S0 (400000 = .%.

L 57

16

At somie point the price of beef could be 50 low that you would bé better off with no cows and leaving
the pasture idle. This would happen whenever the price of beef was below what value?

3 140.9 Loo\l v ¥ ANC
couvrvs ANC

The price of beef would have to be at least § o make 225 the optimum number of cows.

#1292 25

Assume a beef price of $92.50 and an offer from a acighbor to rent your pasture for 25,000 per year.
As a profit maximizer, what should you do? Rent out your pasture or raise beef? Carefully explain
your reason(s).

Nes e vt pasture s Yhe vRiat COVRVS ooy
Lined oy o heve S 000 Yelv-over.
Ruise beel 1 oprimum of (1S 1 o Pro®ir
=8 B2 SO

Now assume that you are in the long run and are determining whether 1o purchase the pastureland for
$20,000. What is the lowest beef price which would make purchasing the pasture and producing beefa
breakeven deal (i.c. the price would have to be higher than this value before you would have a profit?)
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7. What i their anmual interest cost?
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- L.o00)R 2 75 000
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Ave you i the short run or Tong run? Why?
dhart run  because w

oSt Haat cannob be rhawjec.’/

¢ have a fixeq

At the beef price of $90.00 what is the optimum number of cows and what would your profit or loss be

at this number and price? 25 M (_TM
optimam= 115 p= (TE—T(:)E
Prolik = BSUO (s6ei0- <1600)
_—aox629

If the price of beef was $98.00 what is the optimum number of cows and the profit or loss at that
‘number and price?

gt =90 m (6674p —Sw000)

+ =%024D
ot * ¢ 16:

If the price of becf was $60.00 what is the optimum number of cows and the profit or loss at that
number and price? _ <00Y
oot = 125 s (29640 — Uz

Lo #12860

If the price of beef was $45.00 what is the optimum numiber of caws and the profit or loss at that

number and price? Lo gl (14¢1 20~ 33500)
Op¥ = -

LR

Bt e LT ey o AW

At some point the price of beef could be sa fow that you would be betier off with no cows and leaving
the pasture idle. This would happen whenever the price of beel was below what value?

M CQL'-{O.QULN\“

oNevS yC
“ e Look A ANC
flhe lowey

The price of beel would have (o be at least §. imum number of cows.

Assume a beef price of $92.50 and an offer from a neighbor to rent your pasture for $25,000 per year.
As a profit maximizer, what should you do? Rent out your pasture or raisc beef? Carcfully explain
‘your reason(s).
Rk owt pafture; the veénit cove rS cowr

@&,T- Fixed cosic of $20000, <% ﬂua'” e 5’6

f"”‘zsu
‘M‘Q 055
| \@
S, D

'™ 9. ' Now assume that you are in the long run and are determining whether to purchase the pasturefand for

$5000 |eHover Froma thiS.
oise Beef . optimum of 7S hel, Profit (125042951500

vel Profit =H4682.50
$20,000. What is the lowest beef price which would make purchasing the pasture and ing beef
breakeven doal (i.¢. the price would have to be higher than this value before you mlmf:'."ﬁ..m)'

Lowest ATC

g ‘%?)\-%%/uui'
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WY yun - OuY Foed coeYs oy consany
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amd PATL = wM( A0V ‘a" ONEY
19 (OWS, W= na xa0) - ;%00
™ = HN\0
w=1e-TC
ITthe price of beef was $98.00 what is the optimum number of cows and the profit or loss at that

mymber and price’

200 couws, w= (e xq8) - SO0
T=1024%

4 1f the price of beef was $60.00 what is the optimum number of cows and the profit or loss at that
nurmber and price?

Y15 ©us, 1% = (Ma4 x LOo) — 42500
= -\18L0

s If the price of beef was $45.00 what is the optimum number of cows and the profit o loss at that

number and price?
U= (BLTXUD) - 22500
™= -\90\0

19 cows |

Ay pyice elow 40,41

7 The price of beef would have fo be at least § to make 225 the optimum number of cows

3239

your pasture for

8 Assume a beef price of $92.50 and an offer from a neighbor 10 e
As a profit maximizer, what should you do? Rent out your pasture or raise beef?

your reason(s) 1% O (029 w2 »50} ~ 3\9500
T=,ub2D

« land . 1%5,000-20,000 = 5,000
Pyochuce codre, |, WELD gweatey T Frovn
pmduc’mg +han  yenhnd.

9, Now assume that you are in the long run and are determining whether to purchase the pastureland

h
he lowest beef price which would make purchasing the pasture and producin
the price would have 10 be higher than (his value before you would have a profit?)

§RR
KiC 7m0

$20,000. What is
breakeven deal (i
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6. Atsome pointthe price of beef could be 5o low that you would be better off with no cows and leaving
the pasture idle. This would happen whenever the price of beef was below what valuc?

dU0.T\,  hecause  Drall  wherrt
.ﬁov\'/\g equal  to  LeveeSt AVe

Arc you in the short run o fong run? Wiy?
Shors vun heeovse LT havt o
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1

ber GF: e woild X 7 The price of beef would have to be at least §. to make 225 the optimum number of cows.
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St L0 - §} S0 = {510
5 Assumeabeefprice of $92.50 and an offer from a neighbor to rent your pasture for $25,000 per year.
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4 Ifthe price of beef was $60.00 whatis the optimum number of cows and the profit or loss at that ST 181.5 - S\ D0 = o, wR2.5 3
number and price?
Pogt MeKINg sudput s 125 oS, 9. Nowassume that you are in the long run and are detemmining whethes 10 purchase the pastureland for
el o3s Y is  gn e 20,000, What is the lowest beef price which would make purchasing the pasture and producing beef s
, Peo, breakeven deal (.. the price would have to be higher than this value before you would have a profit?)
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"

Are you in the short run or long run? Why?

Short run, because the amount of pasture is fixed, so fixed cost = $20,000 and you can only change
the number of cows, not the pasture size.

At the beef price of $90.00 what is the optimum number of cows and what would your profit ot loss be
at this number and price?

At a beef price of $30.00, the optimum number of cows is 175.
Output = 629 ewt Total revenue = 90 x 629 = $56,610.00
Total cost = $51,500.00

Profit = $5,11000

If the price of beef was $98.00 what is the optimum number of cows and the profit or loss at that
number and price?

At a beef price of $98.00, the optimum number of cows is 200.

Output = 676 cwt Total revenue = 98 x 676 = $66.248.00

Total cost = $56,00000

Profit = $10,248.00

If the price of beef was $60.00 what is the optimum number of cows and the profit or loss at that
number and price?

Ata beef price of $60.00, the optimum number of cows is 125.

Output = 494 owt Total revenue = 60 x 494 = $29,640.00

Total cost = §42,500.00

Loss = $12,860.00

1f the price of beef was $45.00 what is the optimum number of cows and the profit or loss at that
number and price?

At a beef price of $45.00, the optimum number of cows is 75.

Output = 322 cwt Total revenue = 45 x 322 = $14,490.00

Total cost = $33,500.00

Loss = $19.010.00
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i for $25.000 per year.
Assume a becf price of $92.50 and an offer from a neighbor 1o rent your pasture. o 5
As a profit maximizer, what should you do? Rent out your pmnmomnieom? Carcfully explain

your reason(s). ashare AUCe keee ('1250)
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Now assume that you are in the long run and are determining whether to purchase the pasturcland for

£70.000, What s the fowest beef price swhich would make purchasing the pasture and produsing beef s
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want to proctuce.
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At some point the price of beef could be so low that you would be better off with no cows and leaving
the pasture idle, This would happen whenever the price of beef was below what value?

Leave the pasture idle whenever price falls below $40.91 per cwt.

The price of beef would have to be at least 0 make 225 the optimum number of cows.

The price of beefwould have to be at least $132.35 per cwt to make 225 cows the optimum
number.

Assume a beef price of $92.50 and an offer from a ncighbor to rent your pasture for $25,000 per year.
As a profit maximizer, what should you do? Rent out your pasture or raise beef? Carefully explain
your reason(s).

Rent out the pasture, At a beef price of $92.50, the best beef option is 175 cows:

Revenue = 92.50 x 629 = $58,182.50 Cost = $51,500.00 Profit = $6,682.50

Renting gives you $25,000.00, Since $25,000.00 > $6,682.50, renting out the pasture is the profit-
maximizing choice.

Now assume that you are in the long run and whether to purchase the for
$20.000. What is the lowest beef price which would make purchasing the pasture and producing beef a
breakeven deal (i.c. the price would have to be higher than this value before you would have a profit?)

In the long run, the lowest beef price needed to break even is $81.88 per cwt.

That is the minimum ATC (average total cost), which occurs at 175 cows. Price must be above $81.88
before you earn a profit.
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Student 341-40 (score 4)

Are you in the short run or long run” Why?
Shot fun, we have fired costs vhich do not
QKist in the long cun

At the beef price of $90.00 whal is the optimum number of cows and what would your profit or loss be
at this number and price?

The optimal Stoking rabe 35 175 head breawse it is fhe
lagt lewe! at which MR2MC

Pefit = (40-629) - 51,500 = 5li0

1f the price of beef was $98.00 what is the optimum number of cows and the profit o loss at that
mumber and price?

The optimal staking fate ot 398wt 5 200 head

Profi# =(95-676) - §6.000- 0,216

1f the price of beef was $60.00 what | the eptimum number of cows and the profit or Joss at that
number and price? .
The opFmal shoking rate at 360t 39 125 head.

Profit = (60 -ut)- Y2500 = - 12960

If the price of beef was §45.00 what is the aptimum number of cows and the profit or lass at that
nurmber and price?

The ophimal skacking wle at W5/t s 75 head
Dokt = 532~ 33500~ 1900

&

Student 341-41 (score 3)

1.

Poduee !

At some point the price of beef could be so fow that you would be better off with no cows and leaving
the pasture idle. This would happen whenever the price of beel was below what value?

JHOAN, F the price of beef is below
this then the farmer can not cover vasuble costs

The price of beel would have to be at least §, 1o make 225 the optimum number of cows.

$132.35

Assume a beef price of $92.50 and an offer from a neighbor to rent your pasture for $25,000 per year.
As a profit maximizer, what should you do? Rent out your pasture or raise beef? Carefully explain
your reason(s).

frofit = (92.504629) - 51,500 = 6, 662.50

Rent: Profit=Reat -FC = Sooo

Profit is higher wnder the scenarie whese we

raise begf - don't rent.
Now assui il » fie tong rus ond are determining whether 10 purchase the pastureland for
520,000 heel price which wauld make purchasing the pasture and producing beefa
breakever, <ol 1 ¢t price would have to be higher than this value before you would have a profit?)

18199/,4
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Student 341-42 (score 2)

1 Are you in the short run o long run? Why?

J n,’ e
fosture turtt Mondge. o =L

2 Atthe beef price of $90.00 what s the optimum number of eows and what would your profit or loss be

at this number and price?

-_Q

olo -51,500 = §5,10

1T the price of beef was $98.00 what is the optimum number of cows and the profit or loss at that
number and price?

If the price of beef was $60.00 what is the
e et bt is the optimum number of cows and the profit or loss at that

TR=(o0-4 94 =2 (040-41,500= ~§17,800 loss

Py AVC

5. Hthe price of beef was $45.00 what is the optimum number of cows and the profit or loss at that
number and price?

m=45,311:|q:4q0—355w: -§19, 00
Py ave

i
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&' Some point the price of beef could be so low that you would be better ofT with no cows and leaving
¢ pasture idle. This would happen whenever the price of beef was below what value?

P Lom ANC= §in.g

7 “The price of beef would have to be at least §____ 10 make 225 the optimum number of cows.
29 7
¥(57.

i 000 =
8. Assume a beef price of $92.50 and an offer from & neighbor to rent your pasuuvbwpfnrc:g\.i"y c::l::'
As a profit maximizer, what should you do? Rent out your pasture of raise beel?
your reasons).
TR=92.5 &

Renk oot pasture

assum i ini the pastureland for

that ammtlwkmgrunmdwd:lmmmg‘lbﬂ!\cﬂuymlm:l |

i ;‘;g’nm W‘P:m is !);z“laww beef price which would make purchasing the pasture. and producing btcrf'u
Sreakeven deal (1. the price would have to be higher than this value before you would bave a profit?)

Mo ATC @ 115 heed — $81, B
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