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Heartland Agriproducts, inc., produces agricultural products that were historically marketed
through various independent distributors. Recently, Heartland rade a strategic decision to
integrate the production and marketing of its products. As a first step in this direction,
Heartland acquired Nicholas Distribution, Inc. Nicholas previously was the sole distributor of
Heartland’s “Blusilo” brand grain-storage containers.

Using regional sales data for a recent year, Heartland estimates Blusilo’s demand as:
P = $20,000 — $0.1G.

The accounting deparbtment estimates Heartland’s total production costs, TC,, and Nicholas’
total distribution costs, TCp,, for Blusilo as: '

TCp = $4,000,000 + $12,000Q + $6.3G2,
TCp = $1,000,000 + $4,000Q.

A. Given the preceding data, caiculate Heartland’s profit-maximizing price and output levels.
Calculate Heartiand's optimum profit.

B. If Heartland operates the Nicholas Distribution Division as an mdependent profit center, what
pricefoutput relation would describe Nicholas’ “demand” for Blusilo?
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{a) balanced budget multiplier
(b} discretionary fiscal policy
{c} green GDP
(d} marginal propensity to consume(iViPC)
{e} money muitiplier
{f) opportunity cost
{g) pegged exchange rate system
(h} pure flexible exchange rate system
{i} The Quantity Theory of Money

(i} Wealth of Ngtions




