
PPPA 6007: Microeconomics for Public Policy I
Fall 2020

Costs Assignment in Lieu of Lecture 10

Assigned November 3, Due November 10

The goal of this assignment is to help you apply concepts about economic costs to real-life firms,
and to understand how policy interacts with firm costs.

Grading: We will grade these on a A/A-/B+ scale, with non-substantive efforts receiving a grade
of zero.

Deadline: This assignment is due by your class session on November 10. Late assignments decline
by one letter grade each 12 hours they are late.

How the assignment will count toward your grade: This assignment will count toward the reading
quiz portion of your grade. Before this class cancellation, I had intended to count your top seven
reading quiz grades (the syllabus says the top eight, but I messed up the first reading quiz for the
afternoon section). I will continue to count your top seven reading quiz grades, but I will replace
one of your reading quiz grades with this assignment if your grade here is better.

How to submit

• submit to the cost assignment folder inside the “for students” folder on google drive

• save as “lastname cost assignment.pdf”

• submit a pdf

Finally, the assignment: Please read the two articles included at the end of this assignment from the
Wall Street Journal – one on fizzy drinks,1 and one on toilet paper. Answer the questions below.
None of these answers should require more than a short paragraph or two at the most.

1. For the fizzy drinks and toilet paper industries, identify one cost increase due to covid, and
explain whether this is an increase in fixed or variable costs.

2. What made it difficult for P&G to respond quickly to increased demand for residential toilet
paper? Use cost words we have studied and information from the article.

3. Are there economies of scale in toilet paper production? Explain why or why not.

1TA Dan additionally informs you that “Russian River Brewing is consistently rated in the top 1 percent of US
microbrewers. They have two beers, Pliny the Elder, and Pliny the Younger that have held the number 1 and number
2 spot as the two best beers micro brew beers made in the US for years now.
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https://drive.google.com/drive/folders/1hFvAkv773298kAtGMxdy0m_rw2NgJwUV?usp=sharing


4. Early in the crisis, the federal government implemented the Paycheck Protection Act, which
allowed firms to borrow money from the government. If they spent this money on payroll, the
loans would be entirely forgiven. Considering either the fizzy drink or toilet paper industry,
could these loans have helped the production difficulties illuminated in these articles? Why
or why not?

In Lecture 11, we’ll discuss what determines whether producers pass along cost increases, such as
those in these articles, to consumers.
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