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Meaning of Demand

Quantity of Commodity that a Consumer is willing

and Able to buy at a Given Prine OverGiven

Period of time

Quantity Demanded is

Flow Concept

Stuck Us Flow Concept

Stock Flow

Measuring at a Particular Measuring Over Periodoftime
Point of time



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Factors Affecting Demand

Price of Commodity

Pt dDd

p gp
keeping other Factors Constant

Cetenis
Panibus

Price of Related Goods

Substitute Goods Complementary
Goods

Goods which Can be Used in

Place of Gain other Particular want

my my Ink bottle Jnk Pen

Pas dDt Pt dDd pas d Dd PT dDd

Pas dDd Pd d Dt Pas dD t Pd O.pt

Priceof One and Demand
Priceof one and Demandof

ofOther areHivelyComelated
Other are AVely Correlated



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disposable Income
Disposable Iniome

Jniome
Disposable Jniome T Demand T H Business Taxes

Disposable Sniome I Demand t ti Personal Taxes

Personal Disposable Income

Normal Good Uts InferiorGood

Normal Good Inferior Good

Income T Demand T Income T Demand L

Positive Income

Effect

Negative Income

Effect

Taste and Preferences

Jf Taste and Preference

Demand Increase

Taste and pagan

Goes in favour of Good its Goes Against the Good it

Demand Decreases



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Consumer Expeitation

Ine in future Price

shortage in soppy

fall in Future pure

Themease in Jniome Fall in Income

Demand will Increase

Currently

Non Essential Commodity

demand will be Postponed

Population

Population T Demand T
Population I Demand d

7 Age Distribution of People

Old Age People T Medicine T
Childrens i Toyst



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Credit Facility and ROI

Credit Fascility t Loan 4 Demand
Rot Rate ofInterest

Jis Rate Pare Bank Haruo
Credit Fascility d Loan Demand loan dear hai

g

Ro I T Loan I Demand I

ROIL Loant DemandT

Government
Policy

Tax T Cost of
Production T Price T Demand L

Subsidy T Costof
Produition I Paired Demand T

10 Other Factors



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Types of Demand

Individual Demand Market Demand

v

Quantity of Commodity that a Quantity of Commoditythat ALL

Consumer is willing
and Able Consumer is willing and Able

to buy at Given Paine over to buy at Given Paine Over

Given Period of timeGiven Period of time

Demand Schedule

Tabular Presentation
of Price and Quantity Demanded

Individual Demand Market Demand Schedule

Schedule

V

Tabular Presentation

of
Price and Tabular Presentation

of
Price an

Quantity demanded
by a Quantity demanded

by all
Consumer Consumer



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Price dDa Price dDa OD MP dData

10 600 10 600 300 600300 900

20 500 20 500 200 500200 700

30 400 30 400 100 900100 500

90 150 90 150 50 150 50 200

50 50 50 50 30 5030 80

Demand Curve

Graphical Presentation
of Demand Schedule

Individual Demand Curve Market Demand Curve

Graphical Presentation of
Jndiudual Demand schedule

Graphical Presentation of
Market Demand Schedule

Price dDa
10 Goo

20 500

30 400

90 300

50 200



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Individual
50 0 Demand

Curve
Go o

30 o

20 o

to

0 100 200 300 400 500 600

Quantity Demanded

Alsoknown
as

Priceline

Avg Revenue
Curve

Demand Function

Fanitional Relationship between
Demand For Product

Factors
Affecting

Demand

Ox f Pt Pr Y etc
Demand

Factors
DependentVariable IndependentOx Output Demand t home

variable
Px Prine ofComm

Pr Priced RelatedGood



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Law of Demand Given by

Alfred Marshall
When Price of Commodity Ine its dry

demand

decreases Vice Versa

pp d Dt

p go
Keeping Other Factors Constant

Cetepising Which Factors

to beConstant

d
All Factors
Except Price

Slope of Demand Curve

I

Slope DP Change in y axis
E
EE

DQ Change in it allies 3
s

Demand Curve Can be

linear OR Curvilinear

d
Straightline slope will Vary Along

I
Conveinant Tool ForAnalysis the Curve



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

External Effects on Utility

u r

Bandwagon Snob Veblen

Effest

Demonstration

Effect Effect Effect

a Bandwagon Effect

Deana Dani Hanna Normal Prim Goods ki

b Snob Effect

Doing different things

When one Want to be Exclusive

Different

Dissociate himself

from Common

A Veblen Effect

Highly Paine Goods

Givenby d
ThrosteinVeblen Consumed

by Status
Seeking Rich

People



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

d Demonstration
Effect

Costly
Good hi dethaldinhi Nanna

Givenby t

James Dusenberry Copy of Consumption Behaviour of others

Ex Cell Phone



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Changes in Quantity Demanded

IORI

Moment
Along Demand Curve

Due to Change in Price of Commodity only

Expansionof Demand Contraction ofDemand

Pd d DT PT d Dd

P OD P OD

5 10 3 20

3 20 5 10

ya upwardMov

Along Same
Demands

5É
3 a

0 to do n

uantity Demanded



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Changes in Demand

OR

Shift in Demand Curve

Due to Change in Any Factor other then Price

Increase in Deinease in

Demand Demand

Price Income Demand Price Income Demand

10 10

10

501000 701000 GO

701000 60 501000 50

RightwardShift Leftward
in Demand shift in

DemandCurveCurve

Paine

0
10

so 60
50 60 Quantity Demanded

Quantity Demanded



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Exceptions to Law of Demand

u v

Conspicious Conspitious

Goods Necessaries v

Speculative

v v Goods

Giffen Future Expectation

Goods
Regarding

Price

V

Incomplete Information

and Fruational Behr

Demand For
Necessaries



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A Conspicuous Goods

Article
of Prestige V9

as status symbol

Snob Appeal People

of Conspicious consumption

he Used
by

Rich

When Puiset Demand T

This was found
by

Veblen in his doctrine

of Conspicious Consumption Also called as

Veblen Effect

Veblen Effert Prestige Goods

Effect

If Commodity is

Expensive

y
then it will Give
More

Utility



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

H Giffen Goods All Giffen Good Are Inferior
Good but all Inferior Good

Meaning are not Giffen Good

Inferior Good

No close substitute P Demand

Occupy Subsantial

Plate in Consumer Given by Sir Robbert Giffen
Budget

c Conscipicous Necessities

Affected by
Demonstration Effert of Consumption Pattern

of Social Groups

Due to Constant Usage become
Necessity

I
d Future Expectation Regarding

Price

Price Expelled to Rise in

Near Future
y

Near Future
y

Demand will gnemease now

petted to fall in

Demand will Decrease Now



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

e Incomplete Information and Irrational Behavior

If Consumer has frmational Behavior Demand will
CORI Increase Even

Incomplete Snformation at High Price

fl Demand For Necessities

For Necessaries P T Demand T

h Speculative Goods

For Shane Market

Morewill Lesswill
be Demanded be Demanded

When Prices are when Prices are

Rising Falling



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Why does Demand Curve Slope

Downwards

Price Effect of Fall in Price

substitution Effert Income Effect

Change in Demand when Increase in Demand due to Increase

Price
of

Relative Good Changes in Real Income

A Commodity whose prise Pd More dy Can be

is Fallen becomes cheaper Paminased

then Other Commodity
become

Relative Expensive Pt Same
dry

Paminased

Savings Hogi as Paisa banega

Pd Substive Effects will always

be Positive Priceof Coffee 100Rs Pricefeoffs Sob Puiseefeoffe so

Income 100 Rs Thome looks home 100

Qty
Purinase I dy

Pur 2 AnyPar 1

Real Jhiomet Saving Rs50

RealIncome



 

 

 

 

 

 

 

 

 

 

 

Substitution Effect will be When Price Falls

Stronger when d

Consumer Real Iniome T
Goods are close Substitute

OR
Lower Cost of Switching to

Consumer Purchasing Power T
Substitute Good

Lower Jnconveinance While
Switching

2 Utility Maximizing Behavior of Consumer

Consumer Equillibinum is atheived when MUx Px

Consumer has Reducing Marginal
Utility so he will

be Paying less For Every
additional Unit

Rational Consumer will not Pay More for lesser
Satisfaction

Jn Case of Inferior Good
I

Jncome Effect Works in Opposite Direction to

Substitution Effect



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Bhul Mat Jaana

In Case of Inferior Good
d

only if Substitution
due to prise ya

i take place

Expansion of Demand

Effects Outweighs

Income Effect

3 Arrival of New Consumers

Price I Customers who Couldnt will buy Now

Afford I
Demand Curve will be

Downward
stopping

4 Different Uses

If Commodity has Multiple Uses

Price
of Commodity are High

Put to limited
Use

only
v

Demand Curve will be Downward Stoppin



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Elasticity of Demand

Price Elasticity

Logie Logic

Ed D in dD

D in Pune

fd F x Dg
P Original Price A Original Qty

P New Price On New Otg1Din DD to

pp p p Dd did

l D in Paine

Pif x100

is ProMax

1h Cell Phone Alehol 31122023

1DinPrine 304 I 9Bin Price Gold Y D in Price 60 T

4Din dD 60 9 I Din dd 100 4 YD in dD 30t d

Ed Is z Ed If 2 5 Ed
2

0.5



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Baap Level Important

Graph

Highly Elastic Demand

a

Ed I

j
t D in dD B in Price

Quantity Demanded

Less Elastic Demand

a

Ed LI

D in d D L D in Price

a

é

Quantity Demanded



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Unitary Elastic Demand

a Y D in dD D in Price

Ed I Also knownas

o

j B 45 Straight line

13 Equivalteral Hyperbola

Quantity Demanded B Rectangular Hyperbola

Perpently Inelastic Demand

a

Ed O

at D in dD Zero

D in Paine
Anything

Quantity Demanded



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Perfeitly Elastic Demand

a

Ed p

It 1 D in dip Anything

Y D in Price a Zero

Quantity Demanded

Sampled Jp Paine of Commodity
Jnereases From Rs 10 toB12

then Quantity Demanded Falls From 300 to 240 Units Calculate

Paine
Elasticity

Ed Y D in QD Ed Pq x ppl Rio
I D in Prine Pi 12

ARRto 2BY D in dD Qdxiao 290 0 100 x 60
2 d 300

201 y 91 240

DinPerez 1 0 100 47204 Dd 60Unit

Ed 24 I



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Advertisement
Elasticity

Advertisement
Elasticity is Mostly

Positive

Higher the flashily More will be Jmpact of Adventism

For Numerical

Questions EA I x Afp
EA Din Quantity Demanded

1 Din Adventiement Espn

y
AdvEarn d 0dm

A New Ado Espn OrNewOts

Dd d d

Ea o EA 20 00 No Change in Demand due to Adventismen

Eggbut EA g 0.2s the in Demand is less Proportionate to
Sncin AdvEph

EA I EA Yo 1 Agni Damaged isEqualto Proportionate to

Ea I EA fit 3 Inc in Demand is Mone then In in
Adv Espn



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Advertisement Elasticity Will

Range From ZerotoInfinity

Cross Price Elasticity of Demand

Cross Price Pain of Substitute Good

Price of Complementary Good

Substitute Goods

n

n Tea coffee

É
Pxx DT PI Dd
Pax Dd Pd DtÉ a

Positive
stopping

Demand Curve
Demand For Tea



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CloseSubstitute Goods Not Close Substitute

d d
Cross Price

Elasticity
Cross Paine

Elasticity

Will be Lange will be Small Elasticity in Case

of Substitute Goods

Will Always be
Positive

Totally Unrelated Good

d d

g g g

Cross Paine Elasticity
Cross Paice

flashily
will be Infinite

Complementary Good

Battery Solar Panel

y

Dd Pi Dd
DT PL DT

É
Cross Paice

Elasticity ofComplement
Goods will Always be Negative

0 In
dDof Battery Mostly



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

g

Strong Complement
Weak Complement

CrossPrice Elasticity Will CrossPrice Elasticity will

be High be small.Cgow

Slightly below Zero

Numerical Portion OfCross

Price Elasticity

Ed
A in dD Ed Pa ftp.tA in Pricey

x Apna Good

9 Substitute ComplementaryGood

Total Expenditure Method
OR

Total Outlay Method

Total Revenue Total Expenditure

d t

Peggfee x drysold Paigeper x dty
Purchased



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Elasticity More then I

Paice
dty FE Paice

dty FE

5 100 500 3 80 290

4 140 560 4 55 220

Arrows in

Pt TET opposite Dinetion PT T.tt

Paice
dty TR Paice

dty TR
5 100 500 3 80 290

4 140 560 4 55 220

Arrows in

PJ TRT opposite Dinero PT TRL



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Elasticity less then One

Pain
dry Te Price

dry TE

5 100 500 10 100 1000

6 90 590 8 110 880

Arrows in

PT TET same Dinero Ph TEL

Pain
dry TR Price

dry TR

5 100 500 10 100 1000

6 90 590 8 110 880

Arrows in

PT TRT same Dinero Ph TRA



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Elastility Equal to One

Price
Qty Te Price

dry It
5 100 500 10 120 1200

4 125 500 12 100 1200

P I TE No change P TECNochange

Price
Oty Tr Price

dry TR

5 100 500 10 120 1200

4 125 500 12 100 1200

P t TRINO Change P TR No change

Income Elasticity

For Numerical
Questions

Ed D in dD Ed I x Ag
Y D in Gnome



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Ez I E L
Income Elasticity For

4 D in dd YDin gpin dD ofA in Normal Goods is
Income Income Always Positive

Only For Normal

Gnome Elasticity for
Goods

Inferior Good is always
Negative

grit
d

Inferior Goody Income Elasticity Luxury Goods

I
always negative Income

Elasticity Greater

then one
Jniomet Demand forIG d

Jniomet Demandfor IGT

I
Logic When Income Jmueases Consumer

Shift to gopeng go

Necessity good

Gnome
Elasticity is lessthen

One



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Relationship Between Elasticity and Sales

JPEY I
d

Sales are Highly cynical

EY 1

Sales will Move Equall

w.at Home

JP EYLO
d

Ham Seller Ke Product Ko inferior
Samartehai therefore sales are

Countercyelical

Factors Affecting Elastility of
Demand

Availability of substitute Goods

Close Substitute Available More Elastic

No Close Substitute Available Less Elastic

Suppose For Petrol Jnelastic

Indian Oil Petrol Elastic



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Position of Commodity in Consumer Budget

Rent 501000 Greater theY Smaller the f
Maid 8000 ofIncome spent of Gnome spent

on Commodity On Commodity
Grocery 12000

dCEa Rent I
OlaUber 10.000 Greater willbe

Elasticity ofDemand

lesser will be
EOD Ex Maid

Saving 201000

Salary e 11001000

3 Nature of Need that commodity Satisfy

LuxuryGood Necessity

d d
Elastin LessElastic If it is Possible to

Postpone the Consumption

t
EOD Highly Elastic

Noof Use to which Commodity Can be Put

More The Possible Use Of Commodity More will be EOD

CE Mille



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Less are the Uses of Commodity Less will be EOD

Time Period

Longer the Available time Highly Elastic Demand

Lesser the Available time Less Elastic Demand

Consumer Habits

Habitual Addiction Rigid Preference

x x

No Matter what the when Preference is

Price is Consumption Rigid

will be there x

x Less Elastic EOD

Inelastic EOD

Tied Demand

Jnk Catuigdes demand is tied with Painter

I
Less Elastic Demandwith Respeitto own Price



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Price Range

Very High Price RangeGoods Very Low
Price RangeGoods Medium Price RangeGood

Exe MangoBite Melody

Lu 5100.000B Bay x x

d
Inelastic Demand Inelastic Demand Elastic Demand

Minor Complimentary Goods

Cheap Complimentary
Goods Costlier Good Inelastic



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Price Effect Quantity Effect

Pt dry sold at TRY
HigherPrice sold

Pd day soldat p

P we Unite Try

Pt MoreUnits a TRT
lowerPrice Sold

Are Elasticity

Are Elasticity dz d
0102 2

dzd

toy
X Pitaz
PaP

Portion of Demand Corvee Use Are Elasticity

a

n D is to be cagey

When Paine and dry are
discrete and large

then Use Ane flashily

In this Method we Use Midpoint Formulae



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Point Elasticity

Ep 4g x I Elasticity
Calculated at

a particular Point

Used when Change in

price is very Small

Generally
Used Method

Botha point
Elasticity is

a
Product

of Paice
Quantity Rano

at a particular Point

and
Reciprocal of slopeofdemand

Curve



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Geometric Method

When Price is High and Quantity

is small Elasticity is High

Total Revenue

g

b

Elastic Demand Inelastic Demand Unitary
Elastic

Total Revenue Total Revenue Total Revenue Remains

Increase Decreases Increase Same

Price Total Revenue Total Revenue Total Revenue Remains

Decrease Increase Decrease Same



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Chapter 2 Unit I

Theory of Consumer Behavior

Classification of Want

Necessaries Comport Luxury

Esential for Ling

Necessaries

Necessary For Necessary For Conventional

Life Efficiency Necessary



 

 

 

 

 

 

 

 

 

 

 

 

 

 

Necessary For Life Necessary For Efficiency

Things Necessary to Meet More then Nelessityof life
physiological Needs for life to Maintain Longevity
Maintainense Energy

Efficiency of Work
Minimum Amount of Food

Clothing
Suchas Nourishing

food
Shelter Adequate

Clothing
Clean Water

Comfortable Dwelling
Education ett

Conventional Necessary

They are Either due to

Pressure
of

Habits

Dueto
CompellingSocial

Customsand
Conventions

Not Necessary ForExistence

Efficiency



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Comfort

Comfort Make life Comfortable and
satisfying

Comport are less Urgent then
Necessary

Tasty and

Y
A

Mane
Clothes that

my

Audio Visual

LifeLabour
Saving

suit different
fquiptment Comfortable



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

More thenWanted
Not NeededLuxuries

Luxury are those whim me

Ten Flous

Expensive

Not Essential for Living

Expensive ClothingExamples

d Exclusive Vintage Cars
BH

Classy FurnitureI
Learnby Heart

Grods Used for Vanity

What is Utility

Want Satisfying
Power of Commodity

Utility is Anticipated satisfaction

in
BritishEconomist

Neo classicalEconomy

t s G

Jeremy Bentham Utility Wtc t
John StuartMill inobjet d Related to Demand

will
Represent

AndSupply

enpit Advantage PleasureGood Happiness



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Two theories of Consumer

Behavior

Marginal Utility Indifferent Curve

Analysis Analysis

x

Utils are Measured Ranking of Preference

in Numbers

v x

Alfred Marshal JR Hicks and

RGD Allen

Cardinal

Approach
Ordinal

Approain

Marginal Utility Analysis

MeaningMeaning of

q
Assumption

Alaw Jomo

lawof
Tu DMU



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Total Utility

Unit Mox Tux

I 17Otis 17

2 14Uhls 31 17 14

3 10Uhls 41 314101

4 6Utils 47

5 3 Utils so

6 outils 50

7 2 Otis 48

Total
Utility is total Satisfaitron Obtained from Consumption

of Given Commodity

Tun U Ust Ust Out Un



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Marginal
Utility

Extra Satispaition From Consumption of One Extra Unit

FormulaeusedMun Tun Tun whenunit ra

gy

d
MU3 TV3 TU36
MU 73 70 60Rotis 130Uh's

70 Roti's 180 his

36Burgers Toutils MU
18413g

37Burgers 73Uhls 5Units

CanMObeZero

qy

Ca Mo be
Negative

v

Generally not
Possible

Can Tobe
Negative

do



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Assumptions of Law of DM.v

Rational Maximum Satisfaction with limited Income

Cardinal Measurement

Utility
Measured in Number

Satisfaction Measuredin Number

Money
Measurement

Jt is Measurement Rod

Amt that a Customer Can Pay

All faitone Constant

Continous Consumption

Consumption of
Reasonable

Oty

MUM Remains Constant B MUM 1



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Law of DMv

As we Go on Consuming More and More Units of Commodity

Utility
derived from Each Succesive Unit Goes on decreasing

Relationship Between Tu and MU Units Mux To

1 20 20

2 18 3812018

3 74 5213814

4 10 62

a

5 6 68

6 3 71

7 O 71

8 2 69

Pointofsarin
I

When MU

is Zero

Mu



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

When Mo Fallsbut Remains Positive To Jneneases

When MO is zero TO is at Maximum

When MOis Negative To Starts
falling

Mo is Mo is slope

Rate of of to

Changeof Curve

To

Leave
1
Page

Bland



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Consumer Surplus

Units MUx Px Consurplus MU Prine Consumer Surplus
I 30 20 30 20 10 is derived From
2 28 20 2820 8

Law of Diminishing3 26 20 6

4 24 20 4 Marginal
Utility

5 22 20 2

6 20 so 0
Given by

7 78 20 AlfredMarshal

Consumer Surplus DPR
Total Utility ODRA

P MO Cs PT Cons Surplus t

10 12 2

11 12 1 Priced ConSurplus 9

9 12 3

Consumer Surplus is area whatCustomer is ReadytoPay
belowDemandCurve Mocurve

y what He ActuallyPaysbut Above Price Line
Consumer Surplus



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Application of Consumer Surplus

O Consumer Surplus Measure Welfare that People Gain From

Consumption

By Having Understanding of Extent of surplus Can help

Managers to Set Prices

Firm Can Go by
Price Discrimination if Firm identify

Consumer with Different Elasticity

Large Scale Investment Decision Take into Account Consumer

Surplus

5 Jp Paine to be Raised Consumer Surplus should be

Considered

PT Sales will Redule

Consumer Surplus Act as Guideto Finance Minister

d
To decide on Amount of Tail Rateof Tan



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Limitations of Consumer Surplus

Consumer Surplus Cannot be Measured Precisely

In Case of Necessity
Consumer Surplus is Jnpinite

Consumer surplus is offered by Availability of substitutes

No Simple Rule
deriving Utility

5 Consumer Surplus Can be Calculated
only if Utility

is Measured in terms of Money

Budget set

1 Pointsonwhimunits Unitsof Money
Possible Combination of two Goods whim 9 I dapple Banana Spent

Can be Purchased with Given level ofIniome P 5 0 20

Q 4 2 20

Julome 20 R R 3 4 20
2 6 20

Apple Prices 4h s
Banana Pain 2B T 1 8 20

U o 10 20



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

10
Graphilial PointW I A
Representation Attainable Combinations

go
0W ofBudget

Set
OR

off
Point R

Unaainanle Combination

4
A

2

Apple
3 a g

slope ofBudget line

Slope AUnitsSacrificed

AUnits Gained

Me Paxdat PBxdp
Me Money Spent

Pa Price of Apple Budget line is Graphical

PB n a Banana Presentation of Budget Set

da Ong of Apple

QB n i Banana

Properties of Budget Line

Budget line is straight line because Paine is Constant

and Income is constant



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Budget line is downward stopping
because More Units

are Saeuifined to Gain One Unit

Budget Set Can be Explained by
Paice line

Budgetline

Increase Ibi Decrease in y

in Income Income d Changein
V

Prineof

Change in Price Commodity

ofboth Commodities Onis amis y

e Change in

Price of

Commodity on

y axis



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

91 Jnemease in Income

Income Qty Oh
y r Rightward

1000 10 15
Shift in
Budget 2000 20 30

35 Line

As Jacome Increases More will
15 T be purchased of both the

Commodities henie Budget line
0 To 1 3

20 A will shift to Right

b Decrease in Income

Income Qty Oh
Leftward

shift in

o

8 BY 1000 70 50

o As Jacome Decreases Less will

be purchased of both the1

Commodities henie Budget line
to 140 will shift to left



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

67 Change in Price of Both the Commodity

Y

Op
Pat Yet Pringle

commodity

Budget line will

Pa

Budget line will
0

Shift Right to
Shift left to

D DE

O
N

E M A

d Change in Price of Commodity on x Axis Apple

a Jp Paice of Apple Increases Qty of Apple

will fall New Budget line will be

MW

Jp Paice
of Apple Decreases Qty ofAp

will Increase New Budget line will be

O W N p z
MP

Apple



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

e Change in
Paine
of Commodity on y axis

0 Jp Paice ofBanana Increases Qty ofBana

M will fall New Budget line will be

s Ns

o N
a

Jp Paice ofBanana falls dry of
Banana

Will The New Budget line will be

NW



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Indifference Curve Analysis

Combination food
clothing

Msitfa.tn
A A 1 12

B 2 6 4 6
B

C 3 4 4 2

D 4 3 4 1e
p

A B C D
t

o I s a food Equally
Given by Him

satisfiedand Allen
Alsoknown
as

Tso Utility
Curve

g

Jndifference Curve is Graphical Representan

B Equal Unity
Of Various Alternative Combinationof two
Good On which Consumer is Equally

satisfied



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Assumptions of Jndifference Curve

Consumer knows his Taste and Preferences and has full

information

Consumer is Rational and Takes Rational Actions

Utility is Oudinally Expressible Allonding to Ranks

Consumer is capable of Ranking all Combination of Goods

Consumer choice are transitive

Redlabel Black
Dog

A B
BlandyB cold Monk

Redly cold
Mona

Jf Combination A has More
Commodity then Combination B

then A Must be Prefered

B 2Popcorn I Cold drink

A 3 Popcorn I Cold drink



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Indifference Map

Indifference Map is family of Indifference Curve

n

ICs Highest Satisfaction

IG Lowest Satisfaction

Higher the Indifference Curve

Higher the Satisfaction

so I

Marginal Rate of Substitution

mrs

A Maximum Rate at whith Consumer is willingly Exchange Units

of One Commodity to Another



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A Mrs on any
Point of Ic will Equal to slope of

Curve

mm IEIIA MY My
G

Properties of Indifference Curve

Indifference Curve Slopes Downwards

In Order to Gain One Commodity More then one

Commodity is Sacrificed

Indifference Curve is Convex to Origin

Due to Diminishing MRS



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Two Extreme Situations

Perfect Substitute Perfect Complementary

Good Good

x x

Constant Mrs Two Straight line
Constant Slope Intersect at 900 Angle

Indifferent Curve Parallel Right Angle

yr

I Shaped Indifference

Convex to Origin

y
Goody

o n
Good x 790

790

O n
Gooda



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Indifference Curve Never Intersect Each Other

Because two Ie whim have higher and lower

Satisfairion Cannot Intersect Earn Other

Higher Indifference Curve Represent higher level of
Satisfaibon

Indifferent Curve Never Touches Axis

Because We Assume two Goods are Consumed

ya ya

odd

j
O 3

Goodx



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Consumer Equillibiram With Indifference

Curve and Budget line

Assumptions

Income is fixed and Income will spend on two Goods X

andY

Price of Goods x and Y are fined

All Goods are Homogenous

Consumer is Rational And Acheives Maximum Satisfaction

EU Consumer ha Equillibinum TabGaga

Jab Usui Budget line Sabse oppose

plotted Ic curve to Cat Hare

L
At Point A

Consumer Equillibirum
I

Indifference Map Budget line



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Supply

Stork Jo Goods Godown ere Me Rakhe hai Par Offer For

Sale Nani Kane hai Exe 3000kg of Cashew in BigBazaar

Godown

Supply a Jo Goods BigBazaar be shopping
Mart Me Rauh dige

and offer for sale hai 250legs Ye 250kg Supply

Hai

Sale Jo Goods Actually Sale ho Gaye Ex 3kg of Cashew
Ye 36g Sale hai Awe 3 dg Demand bhi hai

Meaning of Supply

Quantity of Commodity that a firm is willing
and offer For

sale at a Given puise Over Given Period
of time



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Types of Supply

Individual Market

Supply Supply

V

dly of commodity that Oly of commodity that

a firm is willing and all firms are willingand

offerfor sale at Given offerfor sale at Given

Price Over Given Period Price Over Given Period

oftime oftime

Determinants of Supply faitous Affering supply

Price of Commodity cetefm.nu

keeping
other

P 0.5 Titan

P Qs



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Price of Related Good

LG
Microwave

Washing
Machine

Pa Ost Pi Ost

If Price
of

Relate GoodWashing Machine increases then dsof Related

Good increases hence ds of Our Good Microwave decreases but

there is no change in Paine
of Microwave

Price
of Faitons of Production

Cadbury Silk
Old New

Milk 30

OffofFactors ChoclatePowder 20 20

Production

Tc Chances of

Profit

Supply

Other 10 10

TC 60 65

n A SalePrice So
g g

80
Ostof factors total Chance of Supply is

of
Production Cost Profit



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Photocopy shop
Levels of Teinnology

OldMachine New Machine

Technology Costof changesof supply

a PerCopy Costs0.50 Peacopy 0.35
Percopy PerCopy

Upgrade
Production Profit salePanes onPer salePaine o.rs

Copy Penlop

Profits 0.25Per Profit 040Per
Copy Copy

Teihnology Cost of Chances of Supply

degrade a
Produinon Profit x x

Government Policy

Taxes t COP T Chances ofProfitt supply t
Taxes I Cop t Chance of Parfitt SupplyT

Agar Subsidy Mili Copt Chances of Parfitt SupplyT

Goals objeitive of Firm

Jp Goal is Profit Maximisation PT SupplyT



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Expectation of change in Price

Jp Price is Expected to Rise in Supply will decrease

Near future
Currently

If Price is Expected to fall in Supply will Increase

Near Future
Currently

No of Firms
Zara Jindomd

1 Outlet

Lai

Nof Firms I supply
shirt

Iq
Noof Firmst supply t Esq



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Other Factor

Affecting Supply

Governments Industrial and foreign Policies

Goal of Firms Infrastructural Facilities Natural
factors

Man Made Factor Such as

War Labour Strikes Communal
Rights



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Supply Schedule

It is Tabular Presentation
of

Price and dig supplied

Individual supply Mannersupply

schedule schedule

Tubular Presentation Tabular Presentationof
Paine and dty Supplied

of Pune anddry
by all SellersFiume

Suppliedby a

firm

P OS P dsa OSB Ms

I 10 1 10 3 10 3 13

2 15 2 15 5 15 1 20

3 26 3 26 14 40

U
g

29 29 21 so

46 46 24 70

Supply Curve

Graphical Presentation
of Supply Schedule



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

fndividual
Supply Market Supply

Cogue Cogue

Graphical Presentation Graphical Presentation

ofIndividual Supply of Market Supply

Schedule Schedule

Graph For Individual Supply Curve Graph For Market
Supply Curve

Law of Supply

When Penile
of Commodity

Increases
Quantity Supplied

Inimeases

And Vice Versa
Keeping Other

Factors Constant

Cetenis

Paribas



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Assumptions of Law of Supply

No change in Price
of

Related Good

factors
of

Production

O n t Levels of Technology

0 a n n Gout Poling

O n n n Goals of firms

In t No of firms



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Changes in Quantity supplied

COR

Moument Hong the Supply Curve

duetoe Change in Petite ofCommodity only

Expansion in Supply Contraction in Supply

PT d.si Pt did
P OS P Os

10 150 30 200

20 190 18 160

ya
Downwardmore

ya alongthesupplyupwardMoment
curveAlongthesupply

Conve

J
É
30

25

is
V

10
I su

0 160 Quantity

Quantity



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Changes in Supply

OR

Shift in Supply Curve

dueton Change in any faitan other then
Price

nemease in Supply
Decrease in Supply

Pax Teihnologyt ST
Pax Telhonologyd Sd

Paine Technoloas SupplyPaine Technoloas Supply

10 Old 100 10 New

10 old
100

10 New 150 120

ya b
leftwardshift

Rightward
shift

in supplycome
in supplycome

ÉÉ
hs

10

n I i Sn
too i's

nanny

O
funny



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Elastility of supply

For Practical

Questions

Logic Es A in Quantity supplied

A in Price

Logie20 E g my

P 09gPaine

d OngAly

P New Price

PriceElasticity
is always A New Qty
Positive Da di d

DP P P



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

GRAPHS

Highly Elastic Supply

Es I

ya

D in ds
S

Y D in Paine

Price
T
s

o 7
Quantity Supplied

Less Elastin
Supply Es La o

yr

of D in Quantitysupplied

is less thenY D
Price in Price

0 In
Quantity Supplied



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Unitary Elastic
Supply Es 1

Y D in dis
is Equal to

1 A in Price

O

Perfectly Inelastic Supply Es o

g

É

o h
dry Supplied



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Perfectly Elastic Supply

g
Es D

É

O

Are Elasticity

Es dzd
01 02 2

Peter

B did
d da PIF



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Determinants of Elasticityof Supply

Period
of time

Longer Supplier will be More Elastic

Shouter Suppliew will be less flash

Noof
Producer

Producer T High degree of Competition T Supply T

Barriers to Entry

Barriers to Entry I Supply T

Spare Production
Capacity

Available

Spare Produition
Capacity

Available T Supply T



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5 Avaliability of Raw Material

If Key Raw Material

Available

Pt Supply p

is Easily and cheaply

Adequate stone of Raw Material and Finished Goods

Elasticity of Supply T

Jf Capital and Labour are Mobile

Elasticity of supply t

Price Expected to Rise in Near Future

Elastility of Supply T



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PI



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Chapter 4
Unit Ie Paine Determination

Demand
Supply

Excess Competion Effect on Equilibiaum

Among Pain

1000 1000 Yes

1200 1000 Excessdemand Buyers PriceT

1000 800 Excessdemand Buyers PriceT

1000 1300 Excess
Supply Seller Priced

D

S

D

15

E

D

D
s

1350



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ne in Supply Inc in Demand

D
S

D
S

Ep E

S

s

D S Eq

1000 1000

1250 1400



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Sad
D S

1000 1000

1300

D
S

20Ep E

16 g E

D

Ea

3011

nemense in Demand The.in Supply P

b Increase in Demand Den in supply P

C Inc in Supply Te

d Dei in Demands Dec in
supply



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

D S

1000 1000

1200 900

S

o E E

g
D

D
S

E

S D



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

250008s Apple Magic

Key
Board

Lateme Nyuan

Shandy Balm

S

E

D

S

500



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

TheodyHAPferProduction
UNIT I

THEORY OF Production

Types of Capital

Fixed Capital Circulating v

Capital Human Social

Capital

Individual v

Capital RealCapital

WIL Tangible

Capital

IEEE Hai to
Soja



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fixed Capital

fists in Durable shape
Examplee Tools Machine used

in form of Tools
Renders Semis of Servile

Individual Capital

Owned
by

Individual as Personal
Property Ex

Assetsowned by

Group of Individual as Personal
Property

Individual

Circulating Capital

Used in Produition as Single Use ft Seeds Fuel

Cannot be Reused
Again

Production Raw Material

Real Capital

Is Refers to physical Goods
Ext Building PIM



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Human Capital

C Human Skills Ability

Tangible Capital
Ex Goodwill Patents

Trademark CopyRight
To Intangible Capital is in form

Certain Rights Benefits

Social Capital

Ex Roads Bridges
Belong to society only

Capital Formation

Be Sustained Increase in stock of Real Capital of Countery



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

stages of Capital formation

Income 1000 Consumption 700

Stage Savings Saving 300

Depends on Ability to Save APs f 30 03

Aug Propensity to save APS APC 94 7
0 07

Aug
Propensity to Consume Income savings

Stage 2 Mobilisation of Saving

Availability of Financial Products Institution Must be Present

Banking and Other Financial Institutions
Necessary

Saving Gets Shifted in financial Market

Stage 3 Investment

Process
of Capital Formation Gets Completed

Real Saving Gets Converted into Real Capital Asset



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ECONOMIC OBJECTIVES

Accounting Profit Economic Profit

Total Revenue Total Revenue

A Total Cost Explicit cost a Explitit Cost

Acrounting Profit
e i a

Alied
p

Abrop s

Normal Profit

Normal Rate of Return

On Capital Invested by
Entreprenuer What all will be

Remuneration for labour
Included in Implicit cost

of Entreepenner

Renemuration for Risk
bearing



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Goals of Firm Profit Goal

Produition Goal

war
by

Inventory Goal

and
No

Sales Goal

Market share Goal 3
9

100

60

Production function

Technologital Relation between Input and Output

Dependent Independent

Variable Variable

Output Input



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Assumption of
Production function

Relationship bw Input and Output is fixed For Specific

Period of time

There is Given State of Art in Production
Terhnology

Innovation would Cause change in Relationship between Input

and Output

Givenby
Samuelson

MaximumOutput
Same Output

With Minimum With Less Inputs

Input



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Short Run uls Long Run

Short Run
Long Run

To Increase Peroduition
only

Variable To Increase Produition

Fatore Can be Changed Fixed fixed and Variable both the

Factor will not be changed
Factors can be changed

At least one factor is Unchanged All factors are Variable

Fixed Factor

Machine Buildingetc cannot be Any Factor Can be

Installed Changed

Explained Explained

through Law through Lawof

f Variable
Returns to Scale

Proportion



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Cobb Douglas Production Funition

Suppose way
Jsaa Matlab ha Agar bodega toy

bhi badega

K Ky k Constant α ha Sign hate digal

Cobb Douglas Production Function
FullNames

Output Bodega Labour Se a
Paul.ieDouglas

Output Bodega 16 Capital Se 1 a
cw Cobb

19 c a

Q k act a

C Capital A Constant

Labour k Constant

Output



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Total Product Average Product Marginal Product

Total Product
Average Product

Total Qty of Output that AP ICan be Produced with

Given Inputs Output Per Unit of
E If 10 Labours produre Variable Input

ToKgofRice then TO E toLabours ProduceGohy

ky is total Output HenieAP Tf 6kg

Marginal Product
Jab Unit ha difference is Jab Unit ha difference is

Equal to One More THEN ONE
Meaning

Addition toTotalProduct
10Labor Produn GongRite 10Labour

Produn
GongRise

When One More 11 Labour Produ 72dg Rise 16
Labour Produs

72dg Rise

Unit of Variable MP TPM TPM MP DIIFactor is Employed MP TP TPO

72 60
ME f

124g Labour MP 2dg Labour



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Law of Variable Proportions

Lawof Variable Proportion.ca Botheration

According to Law of Variable
Proportion

As we Inimeese More and More
Operated in

Variable Fantor keeping fixed Faitors Short Run
fixed

Intially TP Increase at If sing
asThen TPIncreases at Diminishing Rate

BoThenTPIncrease at Negative Rate

Stage 1 Stage 2 Stage 3

IncreasingReturns
Diminishing Returns Negative Returns

to Faitor to factor to Faitor



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A

I

f

Stage andstageo Producerwill
Fixedfa VariableFaite MP TP AP

are called as Always Produce

Stages of in stay 1 6 6 61 of

4 y
I 2 8 14 7

EconomiNon
sense 3 10 24 8

1 4 4 28 7
I 5 0 28 560

1 6 2 26 4.33



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PHASE I
Increasing Returns to Factor

When MP Increases TP Increases at Increasing Rate

3 When MP is at its Maximum Point TP stops Rising at

Increasing Rate rigfection

3 When MP starts falling in phase I TP Increases at Diminishing

Rate

3C When AP is at its Maximum Phase I Ends

PHASE I

3 In Phase I MP Continue to fall but Remains tve TP Increases

at Diminishing Rate

3 When MPis Zero TP is Maximum

3 When MP zero TPz Maximum it is end of Phase I

AP starts falling but is Positive



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Please

When MP becomes
negative TP starts falling

3 AP Continue to fall



 

 

Brain Teaser Questions

Can AP be Zero No

Can AP be Negative No

When AP is Maximum then what is AP Called
Nothing

Stage 1 Ends

Can MP be Zero Yes
Apn Ma par

Can MP be Negative Yes 3ʳ Pdhase
Hoya WahaAP

From when MP Falls After Point of Inflexion
MP

When MP is at its Maximum Point of Inflemion

Can TP be Negative No

Can TP be zero No

When TP is at its Maximum At End of stage2

When TP stops Rising at Inseasing Rate Point of Inflexion



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Law of Returns to scale

Returns to scale Refers to change in Output When ALL Faltons of
Input are changed Simentaneously

in same Proportion in Long Run

Stages of Returns to Scale

Increasing Returns Constant Returns Diminishing

to scale to scale Returns to Scale

Increasing Returns to Scale

When Proportionate Insmease in Total Output is 9ha in Output
Input Output is More then
101121 100 More Proportionate Increase in TotalInput it is

Inc in Input
201241 220 known Increasing Returns to scale



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Alsocalledas
Constant Returns to Scale iiiImogenous

Production

Input Output
When Proportionate Insmease in Total Output is JncinOutput

101121 100
is Equalto

20 241 200 Equal to Increase in TotalInput it is

Incinknown Constant Returns to scale
Input

Dimishing
Returns to Scale

Input Output

101121 100 When Proportionate Insmease in TotalOutput is whengonein

20 241 185 Less then Increase in TotalInput it is Output is

less then
known Dimishing

Returns to scale Inc in Input



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

8815 8893 Returitatin to scale
Siale

A b 1 Increase in Output is More

k Lack then Increase in Input

Output Increasing Returns to scale

Qty of Labour

Qty of Capital A b 1 Themease in Output is Equal

to Increase in Input
K Constant

a Constant Constant Returns to scale

b Constant

A be 1 Increase in Output is less

then Increase in Input

Decreasing Returns to Scale

Ye
Long

Run

An hair



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Product optimisation

Product optimisation is Consits of

Produition Cost function

function

v v

Isoquants 950Cost Lines



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Iso Quants

10 50 L 3000 Unitsof Output All Combination of
11C 35L 3000 Unitsof Output Inputs Which Give

12 t 30L 3000 Unitsof Output Same Qty of Output

quants

Producer is Indifferent on all Combinations

Also Called
Produition

as Equal Produit 950 Produit
Indifferent

Curves Curves Curves

Producer
Capital Labour Output

Ms
m

s Indifferent

A 1 12 1000
points

B 2 08 7000 4 4
C 3 5 1000 3

D 4 3 1000 4

E 5 2 1000 111 1



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

12

8

tabow 5

3

2

0 I 2 Capital 4 5

Propetenties of Isoquants

Negatively Sloped To fiminishing

Convex to Origin MRTS
Non

Intersetting on thex axisand

y axis



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Iso Cost Lines

AlsoCalled
EqualCost Budget Budget

As Lines
line const

Example Intome 1000ps Factor Rs 10

Factory Rs 20

Whole Income Spent on 100 Units

Whole Income Spent on Y 50 Units

AB line so Cost line

soquants Represent Technical
50 Condition of Produition

Too

950 Cost line Represent

levelof Cost



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Producer's Equilibirum

least Cost Combination of Faitors

Suppose we want to buy

1000 Units Represented
by

Isoquants P

This 1000 Units

Can be Manufactured

by any
Cost Combinations

whith is lying on P
ie A B C Dif

Cost of Producing 1000 Units will be Minimum

at Point C

At Point C Isoquant MM is tangent to Isoquant P

Henie Point C is Optimum Combination For
Producer



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CHAPTER 5
Unit 2

COST

Cost Funitions

Mathematical Relation between

Cost of Various determinants

Product
of Cost

13 Cost function is obtained from

Production
Function Market Supply of

Dependent Variable Unit Inputs

Cost

IndependentVariable

Priceof Fairon Size

ofOutput
Etc



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Types of Cost Funitions

Short Run Cost Long Run Cost

Functions Funitions

Output Can be changed Output can be changed

by change in only by changed by Change
Variable Factors in all Faltons

Total Fixed Cost

To Does not Vary with change in Total Output

Cost Remains Same whether Output is Increased

Decreased

Zero



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Also Known
Supplementary

Overhead General
As

Cost Cost Cost

Indiment Unavoidable Shut
Down

CostCost Cost

ya Output TFC

0 12

1 12

n 2 12
3 12

4 12
Output

Shape

Straight Line

Parallel to

1C axis



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Total Variable Cost

Cost which Vary with change in Output

Variable Cost Rises with Rise in Output

Fall with Fall in Output

Zero at Zero Level of Output

Also Known
Prime Divert Avoidable

As
Cost Cost Cost

ya Output TUC

TUC
O 0

I 6

2 10
3 15

2 4 24
Output 5 35

Shape of Graphy
Inverse S shaped



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Semi Variable Cost

B Neither Perfectly Variable and Nor Perfently Fixed

Te TC

8
FC

Output Output

Stain
Step
Semi

Fashiffie
Cost

Stain Step

Fashion They Remain Fixed Over Certain Range

of Output but Suddenly Jump to New High level

When Output Goes beyond limit



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

TOTAL Cost

It is the Sum Total of Fixed Cost Variable Cost

TC is Parallel to TUC

because difference between

TC TFC TUCTc and Tve is TFC

and TFC is always

Constant

Output T.ro Tue To

0 10 0 10

10 3 13
TFC

2 10 7 17
3 10 12 22

4 10 19 29
5 10 30 40 At Zero Unit of Output
6 10 43 53 there is Just One Cost

Whith is TFC also this

will be Equal to TC



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Special

Case yr
VC

Variable CostChange
line Early with

Changes in Output

0

Average Fixed Cost

It is Per Unit Fixed Cost of Produition

5
AFC

TF

aggggy

µ



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Afc will fall as Output
Increases

Units TFC AFC Afc will not touch
x axis

0 30

1 30 30 Afc Can Never
2 30 15 be Zero
3 30 10

4 30 75
5 30 6

Average Variable Cost

It is Per Unit Variable Cost of
Produition

Units Tue Ave
0 0

Ave

I 6 6
2 10 5

Ave 3 15 5

4 24 6
5 35 7

Output



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Ave
TI

Zeno to Normal Beyond Normal
Capacity Capacity

Avg Variable Cost Avg Variable costwill
Rise steeply belause of

Normally
Falls as

operation of Diminishing
Output Increases

Returns

dueto occurrence of
Increasing Returns to

variable

Falton

Average Cost

It is Per Unit Cost of total Production

AC AC AFC Ave



 

 

 

 

 

 

 

 

 

 

 

 

 

 

y

Shape

U shaped Graph

Marginal Cost

Addition to total Cost when More Output is Produced

TC Total CostFormulae Men Ten Tent
Tue Total Variable

Box
Cost

Men Tuen Tuen

MC Marginal Cost

Me

If



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

shape

U shaped Graph



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Baap Level Important Relation

Relation between Ac
and Mc

y
AC

M

73 When MC is less then AC

Ac Falls

3 Mc Cuts AC when AC

is at its Minimum

73 When Mc is More then AC then AC Rises



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Relation between AVC
and MC A

B When MC is less thenAvo

AUC Falls

B Mc CutsAUC when AUC

is at its Minimum

73 When Mc is More then AVC then AVC Rises

Relation between

AC AveandMc

y Ac
When MC is less then AC

Ave both Ac and Ave Falls
Me

Me Cuts Ac and Ave when

both Ac and Ave are at its

Minimum

0

When MC is More then Ac Avc Both Ac and Auc Rises



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Relationship Between

Tc and Mc

Fiseshat hitting

Rate

When MC is at

its Minimum Te

Stops Rising at Diminishing
Rate

When MC Rises TC

Rises at IncreasingRate



 

 

 

 

 

 

 

 

 

 

 

 

 

 

Long Run Cost Curves

Meaning A Long
Run Cost Curves

depicts Functional Relationship

Long
Run Cost of between

Production is Least

Possible Cost of
Output Long Run

Cost

Producing any
level of of Production

Output

GooUn

Parker



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

opto OB Amount of Output the firm will operate

on SACg though it Could be Produced withSAC

v

as Costper Unit on SAC is lower then SAC

When Output OA is Produred on SAC Cost Per

Unit will be AL say B 13 Pee Unit

and when same Output is Produced on SAC

Cost Per Unit will be AH say
Rs 15 PerUnit

Now as AH is More then AL Preodule

On SAC

Suppose if Output Now is More then OB but

less then OD then not Elonominal to Produce on SAC

then Production to be done on SAE
Short Run Long Run

Average CostCurve Average CostCurve

arealso called as arealso called as
EnvelopeCurve and

Plant Curves
PlanningCurve



 

 

 

 

 

 

 

 

 

 

 

 

 

 

long Run Avg Cost Curve

will be Smooth Curve

U shaped LAC arises

due to
Enveloping all these Short
Run

Avg Cost Curve Return toSeale

Why is LAC Ushaped

Increasing Return to ScaleCauses DecreasingReturn to ScaleCauses

v v

Fall in Long Run As Curve Rise in Long Run ACCurve

Result From Internal and Result From Internal and

External Economies of Scale External diseconomies of Scale



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

When Firm Expands Return to scale Increases

Return to Scale After a Range of

Finally
Decreases Constant Returns to Scale

Similarly LAC Curve First Declines

then Finally Rises

Economies Economies and Diseconomies of scale
Diseconomies

Means Meany

Advantages
Disadvantages

Economies Diseconomies

Internal External Internal External

v v

Advantage within Advantages From Disadvantagewithin Disadvantage From

the Onanisation Outside Would the Organisation Outside World



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Internal Elonomies

and Diseronomies

v

Technical Elonomies Commercial Risk Bearing
and Diselonomies Elonomies Economies

Diseronomies and diselonomie

Managerial Elonomies

andDiseconomies

FinancialEconomies

And Diseconomies



 

 

 

 

 

 

 

 

 

 

 

 

 

Tethnical Economies and Diseconomies

Technical Economies Technical Diseronomies

Firm Inimease Mist Sperillised All Labour and Machinery Fully
Forms of all Fastors

Utilised if still Used Further

Large Cost of Manhinery will beOutput Efficient Machinery
Insured

Cost Per Unit

scaleof operation difficult
Advantage of Composit Teinnology

For Management to Control and

Produition Division of labour being Proper Coordination

Hoga Cost PerUnit

Benefits of linked
Process

Dependence on other

firm

We Only Undertake

Process from Input to

Final Stage



 

 

 

 

 

 

 

 

 

 

 

Managerial Economies and Diseconomies

Managerial Economies Managerial Diselonomies

It Means Reduction in Managerial Cost
When Pieoduition Goes beyond limit

Output Division ofLabour Hoga Managerial Diselonomies Olives

Management divided into Specialised Communication bw Manager and

Labour Gets difficultdept Under Spei
Personnel

Further these dept Can be further Delision
Making delayed

Divided Coordination is Poor

Managerial Straiture ComplexDecentralised of Derision
Making

and Methanisationof Managerial function

9TH oct it
Is

Greater Bureaucrary
Red Tapism

Lengthy Communication line



 

 

 

 

 

 

 

 

 

 

 

 

 

CommercialElonomies and Diselonomies

Commercial Economies Commential Diseconomies

If Working after optimum

A Large Firm will be able to scale then disecomies

Place bulk Order Cost will Redule will Come

JP Marketing is done Properly then Adv Expenditure will

Behuaion of sales staff will not 9ns Optimum
Produition

Reduce sales Qty

Output AdvertismentCost Per Unit

A Large Firm Will Sell By
Peroduits

and Earn Profits

Benefits of Transportation Storage



 

 

 

 

 

 

Financial Elonomies and Diseronomies

Financial Elonomies Financial Diseconomies

If fund is Raised

Advantages will be Related to beyond Certain limits
Procurement of fund

then Costof Raising finance

Firm Can offer better Security to Will be More
Banker and Easy

Advance will be
Given Dependent on External

Finance Will Increase

Also has a benefit of shares
Can be listed on Stock Exchange

Capital Can be Raised at low Cost

RiskBeaning Economies Dism p
Risk Bearing Economies Risk Bearing Distronomies

Business with Diverse and In case of diversifications

MultiProduction
Capability it Risks will be High

Can handel Economic ups and

Down



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

EE EuialalEfononmoiesmies

Cheaper Raw Material Economiesof

and Capital Equipment Development Information

of Skilled

Labour

Technological External

Economies

Growth of Antillary

Industries

Better Transportation

And Marketing Facilities



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

External Economies

A Cheaper Raw Material and Capital Equipment

Production
Expand Raw Material Cheaper

Manhineries Cheaper

Firm Can Get this Raw Material and Capital Equipment at

Competitive Pricing

This will Reduce CoP and Price

b Technological Economies

Output Expand New Technology will be discovered

Useof Improved and Better Machinery

and Process

Production Copd



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

C Development of skilled labour

Produition
Expand Labour will develop Itself for

New Production Paoless and Learn From

Experience

Pool
of Trained Labour get developed

Iv Growth of Ancillary Industries

Expansion of Industry leads to Growth of Ancillary

Industries sash as

Supply of Raw Material

Supply of Tools

Repairs Service

Input Price Go Down in Competitive Market Benefits

will Goto all

Firms

Cost of
Production



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Better Transportation and Marketing facilities

Expansion of Entry of Making Transportation Effective

Industry New firms and Marketing Network

COP

Communitation System Modernised

C Economies
of Information

FromNecessary Information Regarding Technology

Labowe
Jigamation

Bulletins IndustaPuire

Products Booulet Assoniatio

Extenal DisEconomies

Output Pressure on Input Market

Costof Failorof
Production Price Demandt

Higher transportation Cost Pollution Etc



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

classification of Market

Geographical

Area On the basis

of Regulation
Local Reigonal National International

Regulated Unregulated

Time Period
Market

Veryshort shirt long Verylong
Period Period Period Period

PRI OR
Market Secular
Period Period

On the basis of
Nature of Transations

Spot Forward

Market Market

On the Basis of Volume

of Business

WholesaleMarket Retail Market



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Ch4 Unit 1

Meaning and Types of Market

Meaning of Revenue

Revenue Refers to sale Pxd

Meaning of Total Revenue

TR is total Receipts by Selling
Given Qty of Commodity

Total Revenue Price d sold

Meaning of Average Revenue

Revenue Per Unit of Output sold

AR It
E If Price is Rslo and 500

day is Sold Calculate TRIAR

Sol TPa PxQ

10 500 5000ps



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

AR TRI 52 ok

Meaning of Marginal Revenue

Extra Revenue Received
by Selling

One Extra Unit

Formulae Box MRn TRn TRn

DTR whenDifferenceMR
To is

TR MR MR MRst MR

If Total Revenue of 500 Units is Rs 5000 and

Total Revenue of 501 Units is B 5010 Calculate MR

MRn TRn Trn
MRso TRso TR500

5010 5000

ORs



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Relationship Between

Bhant Kaam he Relations

When Price is Constant

When Price is

Constanty Qty Price TR.ae AR TRa
Mar7th

1 10 10 101 10 100 10then

P ARMR Demand 2 10 20 10 2010 to
Curve 3 10 30 10

3020 10

4 10 40 10 4030 10

a Between AR and MR Paice Constant

AR and MR Carve Co inside

and is Horizontal line Parallel ARMR

PAR MR
to x axis 10

0 I 4



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

b Between TR and MR When Prile is Constant

TR When MR is Constant TR Increases
40

at Constant Rate

30

20

10
MR

i I
2dg 4

c Between AR and MR When Price is falling

Qty Price TR.PH AR TRIG MAIL

I 10 10 10 10

2 8 16 8 6

3 7 21 7 5
4 3 12 3 9

5 1 5 1 7
AR

O I 2 3 MRS



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

d Relation between MR and TR

When MR falls TR Increases

When MRis Zero TR is

TR mum

When MR is to be TR

Starts
falling

MR



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Relationship Between ARMR TR

and Price Elastility

MR AR

BrainTeasers If C 1 If E 1 88 EL 1

thenMR Zero thenMR will thenMR will
be Positive be Negative



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Principle 1

Profit Losses Shut Down Remains

Price AVC Loss Yes Not Able to

8300 Avc 350 Cover Ave Chup

Chap shutdown

Karlo

Price is Equal Loss NotReally If Price Slightly
to Ave Go below Ave

Passo Ave 350 Shut down Karna

Padega

Price Above Ave Loss Sochna bhMat Still in loss

but less thenAe as Ac not

AUC 350 AFi 200 Covered Yet
As 550 Price420

Price Equal to Noloss NoProfit No Need All Cost is

AC BEP Covered

A1 550 Paine Sso EPs Zero



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Paige Above Ac Profit x xx xxx Positive Elonomic

As 550 Pain 630 Perfit Zone

Profit 80ps

Principle 2

Producer Equillibinum MR MC

Profit Increasing a MR7 Mc

Profit Decreasing MC MR



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CHAPTER 4
Unit I

PRICE OUTPUT DETERMINATION

UNDER DIFFERENT MARKET FORMS

FORMS OF MARKET STRUCTURE

Perfect Competition Imperfect Competition

Monopoly Monopolistic Oligopoly

PERFECT COMPETION

A Market where there are

Very Large Noof Buyers and Sellers

Dealing in Homogenous Product

Price fixed by Market



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Feature of Perfect

Competition

Very Large Noof Buyers and sellers

Homogenous Product

Freedom of Entry and Exit

Perfect Knowledge Among Buyers and Sellers

Perfect Mobility of factors of
Production

Absence
of Transportation Cost

Absence of Selling
Cost

Pure Competition Perfeit Competition

Where First 3 When all 7 Conditions

Condition are Satisfied are satisfied



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

D S

OB e PARMR

S D

Industry firm
Industry

p
Prithee Taken

Price is determined
by Industry at a Point where Demand

Curve Intersect
Supply Curve

ha m Me

When Firm Earning Maximum

Profit

Not Interested in Expansion or
Contration of Production



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

How to Determine

Price

Equillibinum of Industry Equilibiaum of firm

When total Demand is Equal to Firm is Price Taker

Total Supply then Industry is in Firm Cannot Influence Price

Equillibinum

Firm will Accept Perine that is

Eq Price is Callulated on EqPoint Calculated on Intersection
of

Demandand

No buyer is disastified Supply Curve

No seller is disastified

Firm will be Equilibinum on Output

D S Whith Gives Maximum Profit

p E

S D

Ea PARM

0



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Demand Curve is Perpetly

Price lineof Industry Demand Curve of firm

Individual Frum Cannot Increase Decrease Price

Condition For Equilibrium of Firm

Condition 1 Marginal Revenue Should be Equalto

Marginal Cost

Condition 2
MC Curve should Cut MRCut From

below

OR
Point Q
is G Point as MC should have Positive

Slope
botheostiniffed

OR

After this Point Mc should be More

then MR

MR MC MRLMC MC

There is Incentiveof Firm will haveto
FirmtoExpand Reduce

Outputsince
Cost is Morethen

p
MR

Revenue



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Loss Normal Profit Super Normal Profit
Hamesha Equillibinum

ACT AR AC AR ACLAR
initilega

MR McApproach
Material 40 Material 40 Material 40

Seabourn80 Labour So labour 80

thencon 60 Otherson 60 Otherlone 60
Hamesh Profitloss

Profit 20 Profit 20 Profit 20 Raise Nialega

Ac 200 AC 200 AC 200
ARAcApproain

AR 190 AR 200 AR 215

Loss 10



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SUPERNORMAL PROFIT

When AR AC

In addition to Normal Profits Firm Earns Some additional

Profits
Practical Case

ExplicitCost 15000 Qty 1000 Investment 50.000 NRR101

Selling Price Rs 22

implicit Cost will 501000
4

5000

Total Cost 15000 5000 201000 B

AC I 2,05 20 R

AR 22 Rs

Super Normal Profit AR AC 22 20 2B

ProfitlossEquillibinum Point

M Mc ARand Ac
Se Niklega

SeNiklega



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Equillibinum Tak Jaha Jaha AR is

More then AC Vo Sab Super Normal

Profit
hoga

Point
of Equillibinum Point E where

a MR MC

EB Profit Per Unit Od Equillibinum Output

ABEP Total Profits Ed Price Per Unit at Eq Output

NORMAL PROFIT AR AC

When AR AC Firms Earns Normal Profit Zero Economic Profit

When AR Just Meets its ATC it Earns Normal Profit

Normal1ofProfitFor
Entrepreneur For his

Equillibinum Point E servicestobusiness is
Already Included in

Equilibirum Output OR costifProduction
At this Point Price Covers Full

AC

Firm is Earning Just Normal

Profit

TR TC Zero Earning Zero Economic Profit



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

LOSSES
ACTAR

Firm is in Equilibrium and Making Losses

Firm is Minimising
Losses Equillibinum Tak JahaJaha AC AR

Uo Sab Loss Hoga

Point
of Equillibinum E

At E Avg
Revenue EQ

Avg Total
Cost Bd

As BQ EQ This is Per Unit Loss

ABEP Total Loss



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Monopoly

Single Seller With Large Noof Buyers with No

Close Substitute

Feature of Monopoly

Market The Cross Elasticity of Demand For

Monopolist Product and any other
Product

v

Single
Seller of the

Product Is zero and sman

Barriers to Entry
No Close Substitutes

Market Power
Price Elasticity of Demand

Monopolist Fate For Monopolist Product is

a Steep
DownwardSloping

Less then One

Demand Curve



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

How Do Monopoly Arise

Strategic Control Over Scare Resource

Inputs Technology

Developing Acquiring
Control Over Unique Product

Gout Granting Exclusive Right to Produe and sell a Good

Service

Patents and Copyrights Given by
Govt to Protect

Intellectual Property Right

Business Combination Cartels

Extremely large Set
up

Cost

Natural Monopoly Due to Large Scale of operations

One firm Can Produce
Industry whole Output at lower

Cost Per Unit



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Enormous Goodwill Enjoyed
by

Firm Creates barriers

for other firms

Stringent Very Strong Legal and Regulatory Requirements

Firms Use Various AntiCompetitive Practices

v

Reffened as Predatory Tactics

Such as limit Pricing or Predatory Pricing

About Revenue Curves

Since Monopolist is only
Producer Individual Demand

Curve Market Demand Curve

We Assume Monopolist

Set Single price and Sell
to all buyers



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Relationship between ARandMR In Monopoly Market

AR and MR both Negatively sloped

Slope of MR Curve is twice of AR Curve

MR Curve lies half way between

AR Curve Y Axis

MR Cave Cuts Horizontal line between y axis

and AR Curve in two Equal Parts

AR MR MR

Cannot be Can be Can be

NegativeZero Zero



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Types of Monopoly

Simple Monopoly Discriminating Monopoly

Where Monopolist Changes Where Monopolist Changes

Uniform Price From different Price from

all buyers different buyer

Points to
Remember

If P
P D

Equillibinum Output The Output For which Profits

Are Maximum

Since only one Seller Equilibiram of Firm Equilibrium

of Industry



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Short Run Equillibinum In Monopoly Firm

Equilibiram Point is E

where MR MC

Equilibiram Output is 00

Now Ed will Extend till
AR Curve Demand Curve

Gives the Prefit Maximisation

Equilibinum Price OP



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

How to Calculate Profits

Cost Per Unit BQ
PricePer Unit Ad

Economic Profit AB Ad Bd
PerUnit

Total Profit ABCP

Profit is Calculated
by AR ATC

Equillibinum is Calculated
by MRMe

How to Calculate Losses

E Point of Loss Minimisation

Equillibinum

QA Cost Per Unit

QB Revenue Per Unit

QAQB Loss PerUnit
ABPC Total Loss



 

 

 

 

 

 

 

 

 

 

 

 

 

 

Prile Discrimination

Price Discrimination Occurs when a Producer Sells

Specific Commodity to two different buyers at differentPrile

and Reason for this is not Related to Cost

Price discrimination is Method of Pricing adopted to

Earn Abnormal Profit

In this different Paire are changed from different
Customers for Same

Commodity

Conditions of Price Discrimination

Condition 1 Condition 2

The Seller Should be Able
The Seller Should have

Price
Setting

Power to Divide his Market into

two Sub Markets



 

 

 

 

 

 

 

 

 

 

 

 

 

Condition 3 Condition 4

Price Elasticity of
Demand is If should not be Possible

different in different in subMarket for buyers of low Priced

Market to Resell the Product in

High Priced Market ie there Mustbe

Monopolist Fix High Price No Market Arbitrage

of Product where
Prine

flastility is Less then one

Objective of Price To Earn Maximise Profit
Discrimination To Dispose off Surplus Stock

To Enjoy Economies of scale

To Capture Foreign Market

To Secure
Equity through Pricing



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Degree of Price Discrimination Given by

Prof Pigou

First Degree

In First Degree Monopolist Separates Market

Into Individual Consumers and changes

from them what they are Able to InthisEntire

Pay ci

Example Dolton Lawyer Consultants fte

Second Degree

Different
Price is changed from different Quantities are

sold Only Partof
ConsumerSurplus
will be taken

by Monopolist



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Possibility 1 Possibility 2

Different Consumer Pays Each Consumer Pays

different Prile For different Price for
different Quantity

Consecutive Purchases

Large Qty is
Available

Eleitmility bill is higher

at lesser Cost Per Unit When Consumption Exceeds

Partiular limit

Third Degree

In this Price Varies
by

attributes Ex Location

Customer Segment

Monopolist will divide Customer into

v

SubMarket and change different Pricefor
different Sub Market

Example 1 Railway changes are different for kids and Senior Citizen



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Equilibiram Under Price Discrimination

Firstofall Monopolistwill

If Price divide Entire Market

If Simple Discriminating Monopoly into Various subMarket

Monopoly According toDifferent Elastility
Different Prise

of Demand
Single Price is
changed forwhole

Charged fordifferent

Output Monopoly

Decision Made by Discriminating Monopolist

How Much Total Output should be Produced

How Total Output will be distributed in two
Sub Markets

What Priies should be changed in two Sub

Market

After this Discriminating Monopolist will Compare

Aggregate Marginal With Marginal Cost of
RevenueofSubMarket Output



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

MRa MR Curve of Marnet A

MR MR Curve of
Market B

AMR MRa MB

Profits will be Maximum at level of Output
at which Mc Intersect AMR

So at Output ON AMR Marginal Cost

Discriminating Monopolist will Produce at GM level

of Output



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

When Total Output is decided distribute Total Output

S between two Sub Markets

V

U Total Output of 0M should be distributed in

such a way
that MR in two Sub Market

Are Equal

B v

If MR in two SubMarket Are Equal Profits

µ will be Maximised

If MR in two Markets are Equal then it

A will be Unprofitable to shift any
Good From

One Market to another

R
Equality of Marginal

Revenues with Mc of whole

Output Ensure that Amount sold in two Sub Market

K will togheten will be Equal to whole Output

0M which has been fixed by Equating

E AMR MC

T Total Output 0M Must be Equal to 0M OM



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Paire OP will OMz will be

be Set in sold at 0Pa in

Sub Market A Sub Market B

Price will be Higher in

Market where Demand is

Less Elastic

CONCLUSION Box ABOUT SUB MARKET

Price Discrimination Also Result in Reduced

Consumer Surplus

There is loss of Economic Welfare
v

as Price Paid is higher then Marginal Cost



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Economic EFFECTS of Monopoly

It Reduces Economic Welfare

Change Subsantially Higher Prices

Earn Economic Profit on long Run

Price Exceeds Marginal Cost and therefore Reduces

Consumer Surplus

Monopoly
Restrict Consumer Sovereignty

Consumer Opportunities

Monopolist Create
Entry Barriers to Entry and

Spend a lot to Maintain there Monopoly
Position

and Hence ATC

Monopolies Use theme Power to Pay lower Prices to

theme suppliers



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Monopolistic Competition

Features Of Monopolistic

Competition

Large No of Sellers

Product differentiation

Freedom of Entry and Exit

Non Prile Competition

Equillibinum of firm Short Run

PROFITS

Equillibinum Condition

Condition_ MC MR

Condition Me Cut MR
Curve From Below

OR

After this Point MC

should be More then

MR



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Point E Equillibinum Point

op Equillibinum Prile

OM Equillibinum Output

SM Per Unit Cost

As Super Normal Profit Per Unit

POSR Total Super Normal Profit

Losses For Monopolistic Firm

Loss Per Unit KM HN kN

GHAT Total loss

Equillibinum Tak Jana Jana

Ac AR Wo Sab loss hoga



 

 

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       
Price Output Determination248 

 

 

Perfect Competition 
Large number of buyers and large
number of firms in the industry

Homogenous products which
are perfect substitutes 

Insignificant market share 

Competition among firms
 is perfect 

Complete absence of monopoly

Free entry and exit 
Price-taker 

Price is equal to marginal cost

Price less than other market
forms 

Demand curve is infinitely elastic

MR and AR represented by the
same curve 

TR straight line positively 
sloping through the origin 

No price discrimination-same
price for all units 

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       
Price Output Determination 

Monopoly Monopolistic
and large 
industry 

Single seller, no
 difference between 

firm and industry 

Large number
firms

which No close substitutes Differentiated products which are
substitutes, but not perfect

 Command over the whole 
market 

Each firm is 

firms Absence of competition Imperfect

monopoly High degree of monopoly 
power prevails 

Some degree
product

Strong barriers to entry Free
Price maker Some

cost Price is higher than marginal 
cost 

Price is higher

market High equilibrium price Price is high

elastic Downward sloping and 
highly inelastic demand 

curve 

Downward 

the MR starts at the same 
point as AR, and is twice 
steep when compared to 
AR 

MR starts at 
is twice steep

 
 

TR inverted U shaped TR

same Can practice price 
discrimination by selling a 
product at different prices 

Depends on
power

CONCLUSION TABLE 
     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

Business Economics 

Monopolistic Competition 
Large number of buyers and large number of 

firms in the industry 

Differentiated products which are close 
substitutes, but not perfect substitutes 

 small relative to the market 

Imperfect competition 

degree of monopoly power due to 
product differentiation 

Free entry and exit 
Some control over price 

higher than marginal cost 

high compared to perfect 
competition 

 sloping and more elastic 
demand curve 

MR starts at the same point as AR, and 
steep when compared to AR 

TR inverted U shaped 

on the extent of monopoly 
power the firm has 
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Business Economics 

No supernormal profits in the
long run 

No selling costs 

Price being given, decides only
quantity of output 

Product is produced at
 the minimum average

cost 

Equilibrium quantity is highest
and produced at least cost 

No consumer exploitation 

Efficient allocation of resources

No wastage of resources 

 

 

 

 Oligopoly is often described as ‘competition among the few’. Prof. Stigler defines oligopoly as that 

“situation in which a firm bases its market policy, in part, on the expected behaviour of a few 

close rivals”. In other words, when there are few (two to ten) sellers in a market selling 

homogeneous or differentiated products, oligopoly is said to exist.

 Oligopolies mostly arise due to those factors which are responsible for the emergence of 

monopolies.  

 Example : Airlines, Telecom Industry

 

 

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       
Price Output Determination

the Supernormal profits both in 
the short run and long run 

No supernormal

Generally low selling 
costs, only for informing 

the consumers 

Due to severe
vital

only Decides on both price and 
output 

Decides 

average 
Produced at the declining 
portion of average cost 

curve 

Produced at
average

highest 
 

Equilibrium quantity less 
than other market forms 

Equilibrium 
there

 Consumers can be exploited 
by charging high prices 

Consumers are
and non price

resources Inefficient allocation of 
resource 

Inefficient

 Wastage of resource Huge wastage

Oligopoly is often described as ‘competition among the few’. Prof. Stigler defines oligopoly as that 

“situation in which a firm bases its market policy, in part, on the expected behaviour of a few 

close rivals”. In other words, when there are few (two to ten) sellers in a market selling 

homogeneous or differentiated products, oligopoly is said to exist. 

ligopolies mostly arise due to those factors which are responsible for the emergence of 

Example : Airlines, Telecom Industry 

OLIGOPOLY 

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      
Price Output Determination 249 

supernormal profits in the long run 

severe competition, selling costs are 
vital to persuade buyers 

 on both price and output 

at the declining portion of 
average cost curve 

 quantity less than optimal, 
there is excess capacity 

are influenced through price 
price competition 

Inefficient allocation of resource 

wastage of resources for 
advertisements 

Oligopoly is often described as ‘competition among the few’. Prof. Stigler defines oligopoly as that 

“situation in which a firm bases its market policy, in part, on the expected behaviour of a few 

close rivals”. In other words, when there are few (two to ten) sellers in a market selling 

ligopolies mostly arise due to those factors which are responsible for the emergence of 
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OLIGOPOLY
Given by

Prof Stigler

It is Market described as Competition Among

Few

Noof sellers are Usually between two to Ten

These Sellers Can Sell Homogenous Differentiated modusts

YPES OF OLIGOPOLY

Pure or Collusive and

Perfeit Oligopoly Competitive
Oligopoly

Syndicated

10H Organised

oligopoly

open and Partial or

Closed
Oligopoly Full Oligopoly



 

 

 

 

 

 

 

 

 

Alsoknown Differentiated Imperfect
as PerfestPure Oligopoly
oligopoly Oligopoly occurs when

It Occurs when Product is Goods sold is based
Homogenous in Nature

It Generally Posses Raw Material or tend
On Peroduit differentiation

to Process IntermediateGood
Ex1 Talcum Powder

Collusiveand Competitive Oligopoly

When Few Firmsof Oligopoly
Come to Common Understanding

Open and Closed Oligopolyto Alt in Collusion with
fain other to fix PriceandOutput In Open Market New FirmCan

Enter intoMarket

InCloseMarket New firmEntry
is Restricted



 

 

 

 

 

 

 

 

 

 

 

 

Partial or Full Oligopoly

Oligopoly is Partial when Industry is

Dominated by one Large Firm

In Full Oligopoly the Market will

be Conspicious by Absenceof Price
Leadership

Syndicated Oligopoly Organised Oligopoly

Syndicated Oligopoly Refers to In this Firm Organise
themselve

that Situation where firm into Central Association

sell there Product through
Price

For Fixing Output
Centralised Syndicate Quotas



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Characterstis of Oligopoly Market

Strategic Interdependence

There is Interdependence in Derision Making

As Few Sellers Intense Competition Among them

Any change in Paine

Outputer

Effect Rivals

Importanie of Advertising and Selling Cost

Firms have to Employ
Various Aggressive Marketing Weapons

Defensive to Get Greater

Group Behaviour Share in Market

No Generally Accepted theory of Group Behavior

All Firms Can Make Group to
Promote theme Common

Interest

Group May Maynot have a leader



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

3 Price Output Approath

Approach 1 Approain 3

It is Assumed that Third Approain is Oligolist

Oligopolistic Ignore Interdependente Enter into Agreement and

and take decision
Independently

Pursue their Common Interest

When Interdependence is ignored In this Joints Profits are

Maximised

Demand Carve belomes definite

They share Profit Market

Equillibinum Output is found by Outputamong them as

Equating MR Mc Agreed

They form Cartel but

it is Illegal



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Approain 2

Some Economist Assumes that Oligopolist is able to
Predict the Reation Pattern

of his Competitors and on basis

of Preditions He Makes decision

Cournot Model Stakelberg's Model

In this leader Commits to an
n Cournot Model Outputbefore all Other Firms

Firms Control Variable
The Rest of Firm are followers

is Output in Contrast and choose Output to Maximise

Profitto Price

Theydo no
Collude

Bertrand Model

Price is Control Variable

Earn firm IndpendentlySets

Price in Order to
Maximise Profits



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Price Leadership

Cartels Few Firms of Similar size

When Group of Firms Agree to Coordinate there

Activities is called Cartels

Cartel will have High Market Power Earn Monopoly Profits

Especially when Demand of Produit is Inelastic

Types Of PRICE LEADERSHIP

Strategy 1 Strategy 2 Strategy 3

v v

Live and LetLive Leadership
by low Cost Barometric Price

Philosophy Firm Leadership

v

Dominant Firm Sets Price Leader Sets Price in An Old Largest Expirens

Price to MaximiseProfit such a Manner it allows Fium Sets Prine

also taking into
Account Some Profits to followers Whith is bestFrom

Behavior of Fringe firm also all firms Point
ofView

Prile Leadership
by

Dominant

Firm



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Kinked Demand Curve

In Oligopolistic Market Price Remain Inflexible

Or Stinky For a long time

Given by an
This Concept has been Explained by

kinked American Gonomist

Demand Curve Paul A Sweezy

Also Called

asSweezy'sModel

Demand Curve of an Oligopolist has kink at Level of
Prevealing Price

Kink is at PointP

Above Below

Prevaling Paine Prevaling Price

AP DP

Highly Elastic
Less Elastic

Demand
In hind



 

 

 

 

 

 

Other Important Market

forms

DUOPOLY Monopsony Oligopsony Bilateral Monopoly

Market Situation There is Single Small Number Market where there

in which there are Buyer f
Product

ofLarge Buyers
are only Single Buyer

Only Two Firms
on Servide w and single seller

in Market Mostly Applicable toFactor Mostly Relevant to
CombinationofMonopoly

Market
Family

and Monopsony
Market

Baap Level Conclusion Table
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Long Run Equilibrium of
Competitive Firm

Long Run Firm in Competitive Market



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Condition ofLongRun Ea

SMC LMC SAC LAC PMR

Long Run Equilibrium of Industry

In Long Run Output is Produced at Minimum Feasible

Cost

Consumer will Pay Minimum Possible Price Which Just
Covers Marginal Cost ie PMD OCR MC AR

Plants are Used to full Capacity so there is

no wastage ie Me AC
There is

FirmsEarn Firm will

Only NormalProfit
Maximise Profit ie

optimum Noof

MCMR butlevel firm in Industry
ie AC AR

ofProfitswill be

JustNormal



 

 

 

 

 

 

 

 

 

 

 

 

 

 

Conditions ofLongRun EquilibriumofIndustry

LAR LMR LMC P LAC

Since E is the Minimum Point on LAC Curve Firm
Produce

Output 0M at Minimum optimum Cost

Firm Producing at optimum Cost is optimum firm



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Long Run Equilibrium In Monopoly Firm

Long
Run is Period

in which Monpolist Can

Exist Plant Size to any
Extent

As there is No

Competition Monopolist Need

Not Produce at optimum
Level

He Need Not Reain

Minimum LAC Curve

He Can Produce at sub optimal scale also

He Need not Reach the Minimum

of LAC Curve

He can stop at any Pointon CAC
where his Profits are Maximum



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

LONG RUN Equillibinum Monopolistic Firm

If Firms are Earning

Super Normal Profit in

Short Run it is Incentive

For New firm to Enter

the Industry

When New Firm Enters Profit Per Firm will

Now this will be Continued till all Super Normal

Profits are wiped away and Now will Firm Earn Just
Normal Profits

When MC MR it is Equillibinum Point

Here Super Normal Profit are Zero

as AR AD

All firms are Earning
Just Normal Profit



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Business Cycle

Phases of Business Cycle

Expansion Peak Contraction Though Depression

EXPANSION
Employment

Aggregate Demand

Expansion is Characterised
by sales

Profits

Capital

Consumer Expenditure

Stock Price

Bank Credit

National Output

Will Reach ophil
Production is Maximum

full Employment of Resources



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Involuntary Unemployment Zero

4101211 Unemployment

Rahega

Frictional Unemployment Structural Unemployment

Agar 2216123 to 1ˢᵗJob Khatam hi Mismatih
between

typeof
An NentJob 2816123 60 Joinnin hai Job and type of Worker
then 6 days he lige Frictional Requirement

Unemployment hai
E Change of Job Suspended From Job f Heart Suregon Reigenied

as Driver
Strikes in factory etc

Price Cost Investment Demand

Be When at Peak Growth Rate Slows down



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PEAK

Highest Point
Of

Business Cycle

Inputs will be difficult to find Input Prices

Cost of Living
Pressure on fixedInome Earner Price

Consumer Review Consumption Actual Demand

This is End of Expansion BizCyily will Now Move

in opposite Direction

CONTRACTION

Fall in Investments and fall in Employment

Producers has not Realised in Position hence Continue Anticipating

higher level of Demand

Now Supply
Demand



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Investment Future Plans Aage badadega
Cancellation of Order

Recission will Start

Decrease in Demand will Dei Input Price

Incomed Salary Wages

Demandt

Producer will Redure Price to Sell Extra Inventories

Consumer Experts More Fall Postpone Consumption

Spending Aggregate Demands Price will fall



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Trough and Depression

Growth Rate becomes Negative

Level of National Income and Expenditure

Price is lowest and Demand is Lowest

Firm will Shutdown Employment

Interest Rate Reduled
by

Bank Banning and financial Crisis

Capital and Consumer Durable Good Industry Suffer From Excess

Capacity

All EconomiesTour
bottom line and

Phase of Troughis
Reached



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Recovery

This Reverses the Process

Initially Felt in Labour Market

Labour will Start Working Lower Wages

Producer Cost Biz Environment Better

Investment Stock Bank Credit Employment

Aggregate Demand Price

Price Mechanism is Self Correcting
Process

Depression Expansion

Labour Unemployment Expansion of

Economy



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Elonomic Indicator

Leading
Indicator

Lagging
Indicator Co incidental

Indicator

Leading Indicator

It is Measurable Economic Factor that changes before

Economy changes

It change Prior to large Economic Adjustment

They are not always
Comet

Example change in Ro 2 Change in Stock Price



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Lagging Indicator

It Reflect Economic Historical Performance

These Indicators Are Observable After An Economic Trend

has occurred

Leading Indicators
Signal

About Business Cycle

Lagging Indicator Confirms

About Business Cycle

Coincidental

Indicators

Also known as Concurrent Indicture

Occur Simultenously with business Cycle

They
describe Current Status

Examples Retail Sales Personal Income



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

What to Read in Business

Cycle From Book

Features of Business Cycle

Pg 265 to 267

Causes of
Business Cycle

Pg 267 to Pg 273



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 


