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ExHiBIT 7-1 SHows THE CHANGE IN THE PRobucTIoN OF Pizzas As More W orkers ARE HIRED, THE MARGINAL ProbucT

UNDERST ANDING HOW THE ADDITION OF WORKERS IMPACTS THE PRODUCTION OF GOODS IS FUNDAMENTAL IN ECONOMICS,
ESPECIALLY IN THE CONTEXT OF MANUFACTURING AND SERVICE INDUSTRIES. EXHIBIT 7-1 PROVIDES A CLEAR ILLUSTRATION OF
THIS PHENOMENON BY SHOWING HOW THE NUMBER OF PIZZAS PRODUCED CHANGES AS MORE WORKERS ARE HIRED. THIS CONCEPT
REVOLVES AROUND THE IDEA OF MARGINAL PRODUCT, WHICH MEASURES THE ADDITIONAL OUTPUT GENERATED BY EMPLOYING
ONE MORE WORKER, HOLDING ALL OTHER FACTORS CONSTANT. ANALYZING THIS EXHIBIT OFFERS VALUABLE INSIGHTS INTO THE
RELATIONSHIP BETWEEN LABOR INPUT AND PRODUCTION EFFICIENCY, HELPING BUSINESSES OPTIMIZE THEIR \W ORKFORCE AND
MAXIMIZE PROFITS.

UNDERSTANDING MARGINAL PRODUCT AND ITS SIGNIFICANCE

WHAT Is MARGINAL ProDUCT?

MARGINAL PRODUCT (MP) REFERS TO THE INCREASE IN OUTPUT RESULTING FROM AN ADDITIONAL UNIT OF INPUT, TYPICALLY
LABOR. IN THE CONTEXT OF PIZZA PRODUCTION, IT REPRESENTS THE NUMBER OF EXTRA PIZZAS PRODUCED WHEN ONE MORE
W ORKER JOINS THE TEAM. MATHEMATICALLY, IT CAN BE EXPRESSED AS:

\[ MP = \rrac{\DeLta Q}{\DeLtA L} \]

\X/HERE:
-\(\DeLTA Q \) = CHANGE IN TOTAL oUTPUT (NUMBER OF PIZZAS)
- \(\DeLTA L \) = CHANGE IN LABOR INPUT (NUMBER OF WORKERS )

THIS MEASURE IS CRUCIAL BECAUSE IT HELPS BUSINESSES UNDERSTAND HOW PRODUCTIVITY RESPONDS TO CHANGES IN
W ORKFORCE SIZE, GUIDING DECISIONS ON HIRING, RESOURCE ALLOCATION, AND PRODUCTION PLANNING.

THe LAW oF DIMINISHING MARGINAL RETURNS

A KEY ECONOMIC PRINCIPLE RELATED TO MARGINAL PRODUCT IS THE LAW OF DIMINISHING MARGINAL RETURNS. |T STATES THAT,
IN THE SHORT RUN, AS MORE UNITS OF A VARIABLE INPUT (LIKE LABOR) ARE ADDED TO FIXED INPUTS (SUCH AS OVENS OR
KITCHEN SPACE), THE ADDITIONAL OUTPUT GENERATED FROM EACH NEW WORKER EVENTUALLY DECREASES.

IN THE CASE OF PIZZA PRODUCTION, INITIALLY, ADDING WORKERS MAY SIGNIFICANTLY BOOST OUTPUT DUE TO BETTER DIVISION
OF LABOR AND INCREASED EFFICIENCY. HO\)VEVER, BEYOND A CERTAIN POINT, EACH ADDITIONAL \WORKER CONTRIBUTES LESS AND
LESS TO TOTAL PRODUCTION, AND EVENTUALLY, THE MARGINAL PRODUCT MAY DECLINE, EVEN BECOMING NEGATIVE IF
OVERCROWNDING OR RESOURCE CONSTRAINTS CAUSE INEFFICIENCIES.



ANALYZING EXHIBIT /- 1: THE PrODUCTION OF Pi1zzAS AND MARGINAL
ProbucT

OVERVIEW OF THE EXHIBIT

EXHIBIT 7-1 DISPLAYS A TABLE OR GRAPH ILLUSTRATING THE RELATIONSHIP BETWEEN THE NUMBER OF WORKERS HIRED AND THE
TOTAL NUMBER OF PIZZAS PRODUCED, ALONG WITH THE MARGINAL PRODUCT ASSOCIATED WITH EACH ADDITIONAL WORKER.
TYPICALLY, SUCH EXHIBITS SHOW:

- THE NUMBER OF WORKERS (INPUT)

- ToTAL PIzzAs PrRODUCED (OUTPUT)

- MARGINAL PRODUCT OF EACH ADDITIONAL WORKER

BY EXAMINING THIS DATA, WE CAN IDENTIFY PATTERNS SUCH AS INCREASING MARGINAL PRODUCT, THE POINT AT WHICH
DIMINISHING RETURNS SET IN, AND THE EVENTUAL DECLINE IN PRODUCTIVITY.

SAMPLE DATA INTERPRETATION

SUPPOSE THE DATA IN EXHIBIT 7-1 IS AS FOLLOWS:

| NUMBER OF W/ ORKERS | TOTAL Pizzas PRODUCED | MARGINAL ProDUCT

FROM THIS DATA, WE OBSERVE:

- THE MARGINAL PRODUCT INCREASES FROM 10 TO 15 WHEN MOVING FROM 1 TO 2 WORKERS, INDICATING INCREASING RETURNS
INITIALLY.

- THE MARGINAL PRODUCT REMAINS AT 15 FOR THE THIRD WORKER, SUGGESTING CONSTANT PRODUCTIVITY AT THAT POINT.

- AFTER THE THIRD WORKER, THE MARGINAL PRODUCT BEGINS TO DECLINE, ILLUSTRATING DIMINISHING RETURNS.

- EVENTUALLY, THE MARGINAL PRODUCT APPROACHES ZERO, INDICATING THAT ADDITIONAL WORKERS CONTRIBUTE VERY LITTLE
TO OUTPUT.

THe SHAPE oF THE MARGINAL ProbucT CURVE

STAGES OF PRODUCTION IN THE CONTEXT OF PizzA MAKING

THE RELATIONSHIP BETWEEN LABOR INPUT AND MARGINAL PRODUCT TYPICALLY FOLLOWS THREE STAGES:

1. INCREASING MARGINAL RETURNS:
- OCCURS WHEN ADDING WORKERS LEADS TO MORE THAN PROPORTIONAL INCREASES IN OUTPUT.



- IN PIZZA PRODUCTION, THIS COULD HAPPEN WHEN ¥ ORKERS COORDINATE WELL, OPTIMIZING THE USE OF OVENS AND
INGREDIENTS.

2. DIMINISHING MARGINAL RETURNS:

- AFTER A CERTAIN POINT, ADDING MORE WORKERS RESULTS IN SMALLER INCREASES IN OUTPUT.

- FOR EXAMPLE, OVERCROWDING IN THE KITCHEN MIGHT SLOW DOWN THE PROCESS OR CAUSE BOTTLENECKS.

3. NEGATIVE MARGINAL RETURNS:

- W/HEN ADDITIONAL WORKERS ACTUALLY DECREASE TOTAL OUTPUT DUE TO OVERCROWNDING OR RESOURCE LIMITATIONS.

- WHILE NOT ALWAYS SHOWN IN THE EXHIBIT, THIS STAGE SIGNIFIES INEFFICIENCIES.

(UNDERSTANDING THESE STAGES HELPS MANAGERS DECIDE THE OPTIMAL WORKFORCE SIZE TO MAXIMIZE PRODUCTIVITY.

GRAPHICAL REPRESENTATION

A TYPICAL MARGINAL PRODUCT CURVE IS UPWARD SLOPING INITIALLY, REACHES A PEAK, THEN SLOPES DOWNW ARD, REFLECTING
DIMINISHING RETURNS. THE SHAPE OF THE CURVE PROVIDES VISUAL INSIGHT INTO THE EFFICIENCY OF LABOR UTILIZATION.

IMPLICATIONS FOR BUSINESS AND PRODUCTION MANAGEMENT

OPTIMIZING \W ORKFORCE SIZE

THE KEY TAKEAWAY FROM EXHIBIT 7-1 IS IDENTIFYING THE POINT WHERE THE MARGINAL PRODUCT PEAKS. THIS POINT INDICATES
THE MOST EFFICIENT NUMBER OF WORKERS TO EMPLOY. HIRING BEYOND THIS POINT RESULTS IN DIMINISHING RETURNS, WHICH CAN
INCREASE COSTS WITHOUT PROPORTIONATE GAINS IN OUTPUT.

PRACTICAL STEPS FOR BUSINESSES INCLUDE:
- MONITORING MARGINAL PRODUCT DATA REGULARLY

- ADJUSTING HIRING LEVELS TO STAY AROUND THE OPTIMAL POINT
- INVESTING IN CAPITAL OR TECHNOLOGY TO SHIFT THE PRODUCTION FUNCTION OUTW ARD

CosT-BENEFIT ANALYSIS

UNDERST ANDING MARGINAL PRODUCT HELPS IN ANALYZING THE COST-EFFECTIVENESS OF HIRING ADDITIONAL WORKERS. FOR
EXAMPLE:

- |F THE COST OF HIRING AN EXTRA WORKER EXCEEDS THE VALUE OF THE ADDITIONAL PIZZAS PRODUCED, IT IS NOT

ECONOMICALLY JUSTIFIED.
- CONVERSELY/ IF THE MARGINAL PRODUCT REMAINS HIGH, HIRING MORE \WORKERS COULD INCREASE PROFITS.

ReSOURCE ALLOCATION AND EFFICIENCY

EFFICIENT PRODUCTION REQUIRES BALANCING LABOR INPUT WITH CAPITAL, EQUIPMENT, AND SPACE. RECOGNIZING WHEN
DIMINISHING RETURNS SET IN ALLOWS MANAGERS TO AVOID OVERSTAFFING AND UNDERUTILIZATION OF RESOURCES.



BroADER EcoNoMIC CoONCEPTS RELATED TO ExHIBIT 7-1

MARGINAL CosT AND ITS RELATIONSHIP TO MARGINAL ProDUCT

THE MARGINAL cosT (MC) OF PRODUCING AN ADDITIONAL PIZZA IS INVERSELY RELATED TO THE MARGINAL PRODUCT:
\[ MC = \rrac{\TexT{CHANGE IN TOTAL cosT}}{\TexT{CHANGE IN ouTPUT}} \]

AS MARGINAL PRODUCT DECREASES, MARGINAL COST INCREASES, MEANING PRODUCING EACH ADDITIONAL PIZZA BECOMES MORE
EXPENSIVE.

IMPACTS ON SUPPLY AND PRICING

CHANGES IN THE MARGINAL PRODUCT INFLUENCE THE SUPPLY CURVE. W/HEN PRODUCTIVITY IMPROVES (HIGHER MP), COSTS
DECREASE, AND SUPPLY SHIFTS OUTWARD, POTENTIALLY LOWERING PRICES. CONVERSELY, DIMINISHING MP CAN LEAD TO HIGHER
PRODUCTION COSTS, REDUCING SUPPLY.

APPLICATION IN INDUSTRY DECISION-MAKING

BUSINESSES CAN USE INSIGHTS FROM EXHIBITS LIKE /-1 TO:

- DECIDE OPTIMAL STAFFING LEVELS
- INVEST IN AUTOMATION OR BETTER EQUIPMENT
- PRICE PRODUCTS COMPETITIVELY BASED ON PRODUCTION COSTS

CoNcLusIoN: THE IMPORTANCE oF MARGINAL PRODUCT ANALYSIS IN
PRODUCTION

ExHIBIT 7-1 OFFERS A TANGIBLE DEMONSTRATION OF THE CRITICAL RELATIONSHIP BETWEEN HIRING ADDITIONAL \WORKERS AND
PRODUCTION OUTPUT IN PIZZA-MAKING. BY ANALYZING THE CHANGE IN TOTAL PIZZAS PRODUCED AS MORE WORKERS ARE HIRED,
BUSINESSES CAN IDENTIFY THE POINT OF MAXIMUM EFFICIENCY AND AVOID THE PITFALLS OF OVERSTAFFING. UNDERSTANDING THE
CONCEPT OF MARGINAL PRODUCT AND THE LAW OF DIMINISHING RETURNS ENABLES MANAGERS TO MAKE INFORMED DECISIONS THAT
OPTIMIZE PRODUCTIVITY, CONTROL COSTS, AND ENHANCE PROFITABILITY.

IN THE BROADER ECONOMIC CONTEXT, SUCH ANALYSIS UNDERSCORES THE IMPORTANCE OF BALANCING INPUTS TO ACHIEVE THE

MOST EFFICIENT PRODUCTION PROCESS. W/HETHER IN MANUFACTURING, SERVICES, OR AGRICULTURE, THE PRINCIPLES
ILLUSTRATED BY THIS EXHIBIT ARE FOUNDATIONAL TO EFFECTIVE RESOURCE MANAGEMENT AND STRATEGIC PLANNING.

Key TAKEAWAYS:

- MARGINAL PRODUCT MEASURES THE ADDITIONAL OUTPUT FROM HIRING ONE MORE W ORKER.



- |NITIALLY/ ADDING WORKERS INCREASES PRODUCTIVITY SIGNIFICANTLY (INCREASING RETURNS).

- AFTER REACHING A PEAK, ADDITIONAL WORKERS CONTRIBUTE LESS AND LESS (DIMINISHING RETURNS).
- THE OPTIMAL WORKFORCE SIZE MAXIMIZES OUTPUT WHILE MINIMIZING COSTS.

- UNDERSTANDING THESE CONCEPTS AIDS IN STRATEGIC DECISION-MAKING AND RESOURCE ALLOCATION.

BY APPLYING THE INSIGHTS FROM EXHIBIT 7-1 AND THE PRINCIPLES OF MARGINAL PRODUCT, BUSINESSES CAN IMPROVE THEIR
OPERATIONAL EFFICIENCY AND MAINTAIN A COMPETITIVE EDGE IN THEIR INDUSTRY.

FREQUENTLY ASkeD QUESTIONS

WHAT DOES EXHIBIT 7-1 ILLUSTRATE ABOUT THE RELATIONSHIP BETWEEN THE NUMBER
OF WORKERS HIRED AND PIZZA PRODUCTION?

EXHIBIT 7-1 DEMONSTRATES THAT AS MORE WORKERS ARE HIRED, PIZZA PRODUCTION INITIALLY INCREASES AT AN INCREASING
RATE, THEN AT A DECREASING RATE, ILLUSTRATING THE CONCEPT OF MARGINAL PRODUCT AND DIMINISHING RETURNS.

How DOES THE MARGINAL PRODUCT OF LABOR CHANGE AS MORE \WORKERS ARE ADDED
ACCORDING TO ExHIBIT 7-1°

THE MARGINAL PRODUCT OF LABOR INCREASES AT FIRST, REACHES A PEAK, AND THEN BEGINS TO DECLINE, INDICATING DIMINISHING
RETURNS TO ADDITIONAL W ORKERS.

WHAT IS THE SIGNIFICANCE OF THE POINT WHERE THE MARGINAL PRODUCT STARTS TO
DECLINE IN ExHIBIT 7-1°

THIS POINT SIGNIFIES THE ONSET OF DIMINISHING MARGINAL RETURNS, MEANING THAT ADDING MORE WORKERS RESULTS IN SMALLER
INCREASES IN PIZZA OQUTPUT.

\WHY DOES THE MARGINAL PRODUCT OF LABOR EVENTUALLY DECREASE AS MORE
WORKERS ARE HIRED?

BECAUSE OF LIMITED RESOURCES AND SPACE, EACH ADDITIONAL WORKER CONTRIBUTES LESS TO TOTAL PRODUCTION, LEADING
TO DIMINISHING MARGINAL RETURNS.

How CAN BUSINESSES USE INSIGHTS FROM EXHIBIT 7-1 TO OPTIMIZE THEIR
\WORKFORCE?

BUSINESSES CAN IDENTIFY THE OPTIMAL NUMBER OF WORKERS WHERE MARGINAL PRODUCT IS MAXIMIZED AND AVOID OVER-HIRING
THAT LEADS TO REDUCED EFFICIENCY.

\YW/HAT ECONOMIC PRINCIPLE IS DEMONSTRATED BY THE CHANGE IN MARGINAL PRODUCT
SHOWN IN ExHiBIT 7-1°

THE EXHIBIT ILLUSTRATES THE LAW OF DIMINISHING MARGINAL RETURNS, WHICH STATES THAT ADDING EXTRA UNITS OF A
VARIABLE INPUT WILL EVENTUALLY PRODUCE SMALLER INCREASES IN OUTPUT.



IN THE CONTEXT OF EXHIBIT 7-1, WHAT IS MEANT BY 'MARGINAL PRODUCT P

MARGINAL PRODUCT REFERS TO THE ADDITIONAL OUTPUT (PIZZAS) PRODUCED BY ADDING ONE MORE WORKER TO THE
PRODUCTION PROCESS.

ADDITIONAL RESOURCES

ExHiBIT 7-1: DEMONSTRATING How PizzA ProbucTioN CHANGES WITH ADDITIONAL W ORKERS AND THE ROLE OF MARGINAL
ProbucT

UNDERSTANDING THE DYNAMICS OF LABOR PRODUCTIVITY IS FUNDAMENTAL IN ECONOMICS, ESPECIALLY IN INDUSTRIES LIKE PIZZA
PRODUCTION WHERE LABOR IS A CRITICAL INPUT. EXHIBIT 7-1 OFFERS A DETAILED ILLUSTRATION OF HOW THE TOTAL OUTPUT
OF PIZZAS EVOLVES AS MORE WORKERS ARE HIRED. CENTRAL TO THIS ANALYSIS IS THE CONCEPT OF MARGINAL PRODUCT, WHICH
MEASURES THE ADDITIONAL OUTPUT GENERATED BY EMPLOYING ONE MORE WORKER. THIS EXHIBIT NOT ONLY SHEDS LIGHT ON THE
RELATIONSHIP BETWEEN LABOR INPUT AND OUTPUT BUT ALSO PROVIDES VALUABLE INSIGHTS INTO THE EFFICIENCY AND
PRODUCTIVITY OF THE WORKFORCE AT VARIOUS STAGES OF EMPLOYMENT.

INTRODUCTION TO THE EXHIBIT AND ITS SIGNIFICANCE

THE CORE PURPOSE OF EXHIBIT 7-1 1S TO VISUALIZE THE RELATIONSHIP BETWEEN THE NUMBER OF WORKERS EMPLOYED IN A
PIZZA SHOP AND THE TOTAL NUMBER OF PIZZAS PRODUCED. |T CAPTURES THE ESSENCE OF THE LAW OF DIMINISHING MARGINAL
RETURNS—A FUNDAMENTAL PRINCIPLE IN PRODUCTION ECONOMICS—™WHICH STATES THAT AS MORE UNITS OF A VARIABLE INPUT
(LIKE LABOR) ARE ADDED TO FIXED INPUTS (LIKE OVENS OR WORKSPACE), THE ADDITIONAL OUTPUT PRODUCED BY EACH NEW

W ORKER EVENTUALLY DECLINES.

IN PRACTICAL TERMS, THIS EXHIBIT HELPS MANAGERS, ECONOMISTS, AND ANALYSTS UNDERSTAND:
- HOW INCREASING LABOR INPUT IMPACTS TOTAL PIZZA OUTPUT.

- THE POINT AT WHICH ADDING MORE \WORKERS BECOMES LESS EFFICIENT.
- THE IMPORTANCE OF OPTIMIZING LABOR EMPLOYMENT TO MAXIMIZE PRODUCTIVITY AND PROFITABILITY.

UNDERSTANDING THE DATA PRESENTED IN EXHIBIT 7-1

W/HILE THE ACTUAL VISUAL OF THE EXHIBIT ISN’T PROVIDED HERE, TYPICAL DISPLAYS OF THIS NATURE FEATURE:

- A TABLE OR GRAPH ILLUSTRATING THE NUMBER OF WORKERS HIRED ALONGSIDE THE CORRESPONDING TOTAL PIZZAS PRODUCED.
- CALCULATIONS OF MARGINAL PRODUCT FOR EACH ADDITIONAL W ORKER.

- POSSIBLE OBSERVATIONS OF STAGES SUCH AS INCREASING RETURNS, DIMINISHING RETURNS, AND NEGATIVE RETURNS.

SAMPLE DATA ILLUSTRATION:

| NUMBER OF W/ ORKERS | TOTAL Pizzas PRODUCED | MARGINAL PRODUCT OF \W/ ORKER |



THIS DATA TYPIFIES HOW EACH ADDITIONAL WORKER IMPACTS TOTAL OUTPUT AND HIGHLIGHTS THE CHANGING MARGINAL
PRODUCT.

THe CoNCEPT oF MARGINAL ProbuUCT

DeriNITION AND CALCULATION

MARGINAL PrODUCT (MP) IS DEFINED AS THE CHANGE IN TOTAL OUTPUT RESULTING FROM EMPLOYING AN ADDITIONAL UNIT OF
LABOR, HOLDING OTHER INPUTS CONSTANT. [T IS CALCULATED AS:

MP = CHANGE IN ToTAL OUTPUT / CHANGE IN NUMBER OF \X/ ORKERS
IN THE EXAMPLE ABOVE, FOR THE TRANSITION FROM 2 TO 3 \WORKERS:
MP = 40 pizzas - 25 pizzas = 15 pizzas

NUMBER OF ADDITIONAL WORKERS = 1 (FROM 2 TO 3)

THUS/ THE MARGINAL PRODUCT OF THE THIRD WORKER IS 15 PIzzAS.

SIGNIFICANCE OF MARGINAL ProDUCT

UNDERST ANDING MARGINAL PRODUCT HELPS ANSWER CRITICAL MANAGERIAL AND ECONOMIC QUESTIONS:

- AT WHICH POINT DOES ADDING MORE WORKERS STOP INCREASING TOTAL OUTPUT SIGNIFICANTLY?
- \WHEN DOES THE \WORKFORCE BECOME LESS EFFICIENT?
- How SHOULD HIRING BE OPTIMIZED TO MAXIMIZE PRODUCTION AND PROFITS?

STAGES OF PRODUCTION ILLUSTRATED IN ExHIBIT 7-1

THE EXHIBIT TYPICALLY CAPTURES THREE DISTINCT PHASES:

1. INCREASING MARGINAL RETURNS

- INITIAL STAGES WHERE EACH ADDITIONAL WORKER ADDS MORE TO TOTAL OUTPUT THAN THE PREVIOUS ONE.

- CHARACTERIZED BY RISING MARGINAL PRODUCT.

- ExampLE: FRoM O TO 2 WORKERS, THE MARGINAL PRODUCT INCREASES FROM 10710 15 PIZZAS, INDICATING EFFICIENCY GAINS
POSSIBLY DUE TO BETTER DIVISION OF LABOR OR SPECIALIZATION.



2. DIMINISHING MARGINAL RETURNS

- THE STAGE WHERE EACH NEW WORKER ADDS LESS OUTPUT THAN THE PREVIOUS ONE.
- MARGINAL PRODUCT DECLINES BUT REMAINS POSITIVE.
- ExAMPLE: FROM 3 TO 4 WORKERS, MARGINAL PRODUCT DROPS FROM 15 To 10 PizzAs.

3. NEGATIVE MARGINAL RETURNS

- \WHEN ADDITIONAL WORKERS CAUSE TOTAL OUTPUT TO DECREASE.
- MARGINAL PRODUCT BECOMES NEGATIVE.
= WHILE NOT SHOWN IN OUR SAMPLE DATA, THIS STAGE INDICATES OVERCROWNDING OR INEFFICIENCY.

UNDERSTANDING THESE STAGES AIDS IN OPTIMAL EMPLOYMENT DECISIONS.

IMPLICATIONS FOR BUSINESS AND ECoNoMiC PoLicy

OPTIMIZING \W ORKFORCE SIZE

THE KEY TAKEAWAY FROM EXHIBIT 7-1 IS IDENTIFYING THE POINT WHERE MARGINAL PRODUCT PEAKS—BEYOND WHICH
ADDITIONAL HIRING YIELDS DIMINISHING OR NEGATIVE RETURNS. FOR INSTANCE, IF THE MARGINAL PRODUCT PEAKS AT 3 WORKERS
AND THEN DECLINES, OPTIMAL STAFFING MIGHT BE AROUND THAT NUMBER TO MAXIMIZE EFFICIENCY.

CosT-BeNEFIT ANALYSIS

ADDING MORE WORKERS INVOLVES COSTS SUCH AS WAGES, TRAINING, AND MANAGEMENT. W/ HEN THE MARGINAL PRODUCT
DIMINISHES, THE ADDITIONAL OUTPUT GAINED FROM EXTRA LABOR MAY NOT JUSTIFY THE ADDED COSTS, LEADING TO DECREASED
PROFITABILITY.

RESOURCE ALLOCATION AND INVESTMENT

UNDERSTANDING HOW OUTPUT RESPONDS TO LABOR INPUT INFORMS DECISIONS ABOUT INVESTING IN CAPITAL (LIKE OVENS OR
TECHNOLOGY) TO ALLEVIATE BOTTLENECKS AND ENHANCE PRODUCTIVITY.

LiMITATIONS AND CONSIDERATIONS

\W/HILE THE EXHIBIT OFFERS VALUABLE INSIGHTS, SEVERAL FACTORS COULD INFLUENCE THE REAL-WORLD APPLICABILITY OF THE
DATA:

- FIxep INPUTS: THE ANALYSIS ASSUMES OTHER INPUTS LIKE OVENS AND WORKSPACE ARE CONSTANT, WHICH MIGHT NOT
ALWAYS BE TRUE.

- W/ ORKER SKILL LEVELS: VARIATIONS IN WORKER EFFICIENCY CAN ALTER THE MARGINAL PRODUCT.

- TECHNOLOGY CHANGES: INTRODUCTION OF NEW EQUIPMENT CAN SHIFT THE STAGES OF PRODUCTION, INCREASING OVERALL
PRODUCTIVITY.



- EXTERNAL FACTORS: SUPPLY CHAIN ISSUES, INGREDIENT AVAILABILITY, OR DEMAND FLUCTUATIONS CAN IMPACT OUTPUT
REGARDLESS OF LABOR INPUT.

RECOGNIZING THESE LIMITATIONS EMPHASIZES THE IMPORTANCE OF A HOLISTIC APPROACH WHEN APPLYING SUCH DATA TO
DECISION-MAKING.

ConNcrusion; THE VALUE oF ANALYZING MARGINAL ProDUCT IN PizzA
PRODUCTION

EXHIBIT 7-1 SERVES AS AN ILLUSTRATIVE MICROCOSM OF BROADER PRODUCTION PRINCIPLES, HIGHLIGHTING HOW LABOR INPUT
INFLUENCES OUTPUT THROUGH THE LENS OF MARGINAL PRODUCT. BY ANALYZING THE PROGRESSION OF TOTAL PIZZAS PRODUCED
AS MORE WORKERS ARE HIRED, BUSINESSES CAN IDENTIFY THE MOST EFFICIENT WORKFORCE SIZE, AVOID OVERSTAFFING, AND
OPTIMIZE RESOURCE ALLOCATION. ECONOMISTS AND MANAGERS ALIKE BENEFIT FROM UNDERSTANDING THE STAGES OF
PRODUCTION—PARTICULARLY THE DIMINISHING MARGINAL RETURNS—TO MAKE INFORMED DECISIONS THAT BALANCE
PRODUCTIVITY, COSTS, AND PROFITABILITY.

IN THE COMPETITIVE AND DYNAMIC ENVIRONMENT OF FOOD SERVICE, SUCH ANALYTICAL TOOLS ARE INVALUABLE. THEY HELP
ENSURE THAT EFFORTS TO BOOST PRODUCTION ARE GROUNDED IN DATA-DRIVEN INSIGHTS, LEADING TO SUSTAINABLE GROWTH
AND CUSTOMER SATISFACTION. AS INDUSTRIES EVOLVE AND TECHNOLOGY ADVANCES, CONTINUOUS ASSESSMENT OF MARGINAL
PRODUCTIVITY REMAINS ESSENTIAL FOR MAINTAINING OPERATIONAL EXCELLENCE AND STRATEGIC AGILITY.

IN SUMMARY, EXHIBIT 7-1 UNDERSCORES A FUNDAMENTAL ECONOMIC PRINCIPLE: MORE LABOR DOES NOT ALWAYS EQUATE TO
PROPORTIONALLY MORE OUTPUT. RECOGNIZING AND APPLYING THE CONCEPT OF MARGINAL PRODUCT ALLOWS BUSINESSES TO
FINE-TUNE THEIR YW ORKFORCE, MAXIMIZE EFFICIENCY, AND ULTIMATELY ENHANCE THEIR BOTTOM LINE IN THE COMPETITIVE WORLD
OF PIZZA MAKING AND BEYOND.

Exhibit 7 1 Shows The Change In The Production Of Pizzas As
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