Average cost Tolal cost per umit of ouipni.

Avornge fxed cost Totnl fxed cost per undt ol dutpoat.

Avesage produoct Outpul per unil of the variable npul.

Average revenue Totul revenme per imit of outpul.

Average varfuble cost Tolnl varable cost per unl of autpal.
Break-even polnt i3 the point on the supply move at which o frm
earns nermanl profil

Buodget Hne consisis-of nll bundles which gost exagtly equal o the
consumeT’s e,

Hudget sat is ihe coffection of ol bundies i the consumer can
by with her income aty the provaiiing morkel prices,

Constant retams to scale s o fopeny of produstion fimetion Gt
holds whon o poportiongl increase I all imputs resulis inoan inorense
i output by the s proportiorn.

Cost fnneilon Foroovwory vel of ourpot it shows (e minirmom cost
for the firme

Decreasing returns o scale s o preperly of pesdunotien (uneticn

thal halds when p proporiional inccease i all iopats esults io an
merease In oulpt by less than Whie propartion.

Demand curve is o graphical represonintion of the doemmnd . oo,
It gives the quantity demanded by the constimer at sach price,
Demand funetion A consumer's: demmnd fonction for o gond  gives
the amouand of the good thut the consumer chinoses ni different lovels
af W price when the other (hings romsin uneliangsd.

Duopoly is o muarket with jus) two firms

Egullilivism & a situstion wherd e plans of all consumers dd
Hrmua i Ue movrke! oEieh.

Excess demand if af o price muckel, diminnd excoeds mackel sapply,
iU b saaidd Lhal execss demonsd esdsts o the markel ol thol  prioe.
Exvess supply Il al 2 price markel, supply @& grenter thog moceei
tlemneld, AL s suid thol twie = exeess sapply in e morket ot st
P,

Firm's supply curve shews the levels of outpul thal g prafil-
muximdsing lrm will choose Lo prodduce ol different vilibes of (he
morkel price

Fizxed Imput An input which cannot be viried In the short run s
calletl o fixed inpul
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Income effect The clunge in the optimal quantity of a goxd when the punclusing
power changes conseyuent upunudmngrlnmu price of the good 5 clled the
ineoime effitcl

Increasing returns to scale |s o property of production function that hnlds when @
proportioial Inerease in all mpuls results in an increnss i oulpul by more than
the proporiiom.

Indiiference curve s (e locus of all points among which Lhe consumer is indilferent.
Inferior good A good for which Lhe demand decreases with increase in the income
of e cotsumer Is called an mieror good.

lsoquant is the sct of all possible combinations of the two tnputs Dt yield the
samie mEsEman possible level of ortpul )

uwuﬂmlfnm:radmﬂfwngmmmmemdhnﬁmm' ' P i!-
the consumet’s meame. the consumer’s demand for thit good must be Inversely ;\

related (o Lhe price of e good.
Law of diminishing marginnl prodoct [ we keep increasing te rmployment of sm
input with other fuputs fixed then eventually a point will be reached after which the
mrginal product of thal npud will stard sl

Law of varfable proportions The maminal product of a ficlor Tput mitkdly rises
wilh ji= employment kevel when the kevel of employment of the input s low, Hul after,
resching o ceriain beved of empligmenl. 1L starts Talling.

Lomg run refers 1o a Ume period in which all ﬁrmm of production can
be varied

Marginal cost Change in tota) cost per untt of cliang@ In outpol,

Margiaal product Change tn output per unil of ghange m ihe input when all othier
Inpuls are held constant. _

Marginal revenue Clumge in totnl revenue for unit chomg in sale of output
Murginal revenve prodact{MRP) of a factor Marginnl Reventic times Marginnl
Product of the foctor,

Murket supply curve shows e output levels Lhal froes i the morket produce i
agirepsle correspanding to different values of the markel price

Monopollstle competition st markel structure where there exit o very barge
namiber of scllers selling diffetontialed bul substitutable products.

Monopoly A marke! structune iy which there s single selies and there are sufficient
resiritinns (o prevent any other seller from entering (He kot

Monotonle preferences A consmmers: pﬂ:&ﬁ:m«m are momolonte if and snly if
between any two bundles, the consumer préfers the bundle which has more of ol
knﬂ:umuﬂhcgondsundmlmsuﬂhcuhergmimmmpmdmmrunhuhmuﬂn
Normal good A good for which the demand increases with tnerease in the income of
the consuimer 1S called o normal gobd.

Normal profit The profitdevel tet i fust enough to cover e expliedt costs and
apportunity evst= of the firm s called the nomal profil

Oligopoly A morket conststing of more than one (but fow) sellers s called a aligopoly.
Opportunity cost of smme activity s e goin foregone froem the second best activity.
Perfect competition A murkel environment wherein (1) oll firms in the morket
produce the same good and (i) buyvers and sellers wre price takers.

Price celling The government- imposed upper limil on the price of 4 goed or serviee
B called priee cciling.

Price elustlelty of demand for a good is defined as the percentage change in
demand for the good divided by the pereentage ehange In lis price.
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Price elasticity of supply i the pereentyle chiange in quantity supplicd due to
one per cent change in e morkel price of (e good.

Price Ooor The governmend-imposed Jower lmit on the prive that may be changed
for an particulor good or serviee I8 calleel price oar.

Price line s o horizniad strgght Noe that shows (e Teltionship betvoon market
price and @ fimm's output bevel.

Production function shows the maximum quantity of ontput that can be producesd
by using different combinations of e lnputs,

Profit is the differcice between o firm's (odal rovenne nnd #s-tolal cost of pmduction,
Bhort mun refers (0o time period o whiich some futoms of production carmol be
viried:

Shut do=a point [u the short nm, UL & e minimom point of AVC curvie and in the
fong Tun, 1 is the mimimomm point of LRAC carve:

Bubsiitution effect The chonge in the aplmal quiandly of o goorl when s price
changes nnd the consumier’s Ineome ks ndjusted =0 thnit shie con jost by the bomidle
thuit she wos buving before the price clmnge s called the substitation’ effrct.
Super-normal profit Profil that o firm coms over and above the siormnl profil is
calfed e supor-mormal profic. '

Total cost s the sum of tola] fixed cost and total vargable cost.

Total Axed cost The cost that a fivm meurs (o employ fixedd tm:u:ln i el e total
fixrad endt,

Total physics! product Same as the tothl product.

Total product I we vary o single it keeping all other inpois constnnt: then for
different levels of employment of that inpuat we get different levels of output from the
production fonction. This reldionship betwesn We variable foput and output is
refermod 1o s lotal product.

Total return Sume us e botal prsduect.

Total revenue is eqund 1o the morket price of the yood multipicd by the qoomitity of
the good sold by a-firme.

Total revenue curve shows Ihe rolationship botween limos total revenue o finm's
omatput Jovel

Total variable cost The cost ol @ frm oo o omplos sariable inpots s called
the total varable cost

Valuz of marginal prodact [VMP) of a fclor Price Umes Marginal Product of
the lactor:

Varlable input An inpul the amounl of which ean be voried



