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Profit function
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General case
Given a differentiable function, we would like to
estimate it at severat yffipr *. ffi,,l"
For a given point a on the x-axis, the values of

{c"> and {'ca.) are
known.

lf one makes the assumption that the marginal profit
remains constant, then the profit function would be
linear. The eguation of this line is:

(t._-o'sQ*+5oo
wJ - ' +^N, vv1.= --ots

{^^ 5 = mq +b 
Je. u= *oooLp'"(q) - r*L g-)ooo

fu'X,tru sa'? b

for Ldemand g and a profit P. We callthis the
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":itlf ryfltjgr;r_le,g1nd of 1000 units.

lf one makes the assumption that
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then the function would be linear. The equation of
this line is:

La|x)= 4co) +4t@)(x+*)

For demand levels that are reasonably close to 1000
units, we can use the the above linearization to
approximate the profit. 

r

del^And
For example, if the pref,t increases by 50 units, then
the profit will approximately be:
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And for a decrease of 30 units, the profit will
approximately be:

?[or";r Lro',(qp)

, = (ooo-o6(qv-let) o.v(qto-l*r)

For L valve. clasL 4o o" ,we
can use the line as an approximation for the
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We write:
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The functio n ht *\ is called t\n

hnp,'"a. o))*, "L I *l a.
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