Vines Street
Q. 3.	Is Aimee using marginal cost and marginal revenue correctly in her analysis?  Explain the errors in her analysis, if any.  [Hint: Think about Bruce Morgan’s questions.]
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Both the marginal revenue and cost approach of maximizing profits is one of the approaches that is used in economics to determine both the price per unit and the amount of output needed to maximize the profits. Vines Street as any other rational business wants to maximize its profits and that is the reason that they are considering opening for additional hours. The relationship between the marginal revenue and the marginal cost helps to tell us about the point at which the maximum profits occur. This approach shows us that maximization of profits occurs at the point where the marginal costs equals the marginal revenues. The marginal costs should take into account both the variable costs and fixed costs (Hall, 2018). The marginal cost of production is the additional cost of opening the business for an extra one hour. The cost should be one and not two as the operations manager is putting them (Hall, 2018). To get the marginal costs, they should add up the cost of production for both the additional unit of beer and also the cost of paying the clerks. 
To make the analysis more accurate, the operations manager should use the data sample from the evening hours especially the hours after their usual closing hours which is 10 P.M. This would have given a better insight on the costs of the additional opening hours and would have helped in knowing if the real marginal costs and the marginal revenues for that period. Thus the use of the average purchase overall hours of operation made the analysis biased. From the data, we can see that the clients who come in very late hours may not come earlier if the business closed prior. The reason for this conclusion is that the customers who visit the store in the late-night hours are additional and not the usual customers, thus they lead to an increase in the over-all number of clients for the day. Consequently, I think the operations manager should do a further analysis and make a consideration on the above mentioned factors so that they may make a more informed decision.

Reference
Hall, R. E. (2018). New evidence on the markup of prices over marginal costs and the role of mega-firms in the us economy (No. w24574). National Bureau of Economic Research.











