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I Have chosen those three topics for my short report:
· Average fixed cost
· Average total cost
· Productivity




AVERAGE TOTAL COST

Average total cost (ATC) – It’s a total cost per unit of output, found by dividing total cost by the quantity of output. ATC is shown by following formula:



When compared with price (per unit revenue), average total cost (ATC) indicates the per unit profitability of a profit-maximizing firm.
Average total cost is one of the three average cost concepts important to short-run production analysis. The other two are average fixed cost and average variable cost. A related concept is marginal cost.

To understand the problem more accurately, let's look at the concepts related to ATC

Total cost (TC) describes the total economic cost of production and is made out of variable costs, which vary according to the quantity of a good produced and includes inputs such as labor and raw materials, plus fixed costs, which are independent from the quantity of a good produced and includes inputs (capital) that cannot be varied in the short term, such as buildings and machinery.


TC – Total cost
TFC – Total fixed cost
TVC – Total variable cost


Let's consider an example
We are producing a good, Y. We are considering volume of production (Q – Quantity) from 0 to 6. According to this situation we have data given in a table below:

	Q
	TFC
	TVC
	TC=TFC+TVC
	ATC=TC/Q

	0
	1000
	0
	1000
	

	1
	1000
	600
	1600
	1600

	2
	1000
	1000
	2000
	1000

	3
	1000
	1800
	2800
	933,3333

	4
	1000
	3100
	4100
	1025

	5
	1000
	5700
	6700
	1340

	6
	1000
	8700
	9700
	1616,667


Own elaboration with use of Excel

In our case:
TFC – it's fixed cost, for example manufacture plant. We can't change that cost in a short time
TVC -  it’s variable cost, for example people, raw materials etc. Cost depends on volume of our production. (The TVC increase is not linear) 
TC – it’s total cost. TC expresses how much in total we spend on productions.


Let’s see this on a chart:
[image: ]
Own elaboration with use of Excel

Let's analyze the ATC lines. As we can observe ATC drops to a certain point, then begins to rise. This follows from the fact that TVC are not linear, from certain point cost are rising faster than quantity of produced good.

AVERAGE FIXED COST

Average fixed cost (AFC) is an economics term that refers to fixed costs of production (FC).

The average fixed costs (AFC) - show how the fixed cost incurred for each unit of product we produce. It is calculated by dividing the fixed costs (FC) by the volume of production (Q).

As the total number of goods produced increases, the average fixed cost decreases because the same amount of fixed costs is being spread over a larger number of units of output. Average fixed cost is a per-unit-of-output measure of fixed costs. 
AFC is shown by following formula:


AFC – Average fixed cost
FC – Fixed cost
Q – Quantity 

Average variable cost plus average fixed cost equals average total cost

It means that:


The vertical distance between ATC curve and AVC curve determines the size of the average fixed cost (AFC) for a given volume of production X. You will see the AFC is getting lower with the increase of production.

Let's consider an example
We are producing one good, X. We are considering volume of production (Q-Quantity) from 0 to 10. According to this situation we have data given in a table below:




	Q
	ATC=TC/Q
	AFC=FC/Q
	AVC=VC/Q

	0
	 
	 
	 

	1
	175
	60
	115

	2
	126
	30
	96

	3
	110
	20
	90

	4
	104
	15
	89

	5
	102
	12
	90

	6
	101
	10
	91

	7
	100
	9
	91

	8
	105
	8
	98

	9
	111
	7
	104

	10
	118
	6
	112


Own elaboration with use of Excel

As I said before :


This is easily seen in the chart:
[image: ]
Own elaboration with use of Excel

It means that increasing productions we are decreasing average fixed cost what is shown by green line.




PRODUCTIVITY 	

Productivity - is a measure of production efficiency. Productivity is the ratio of what is now produced to what is necessary for production we have.
(Efficiency in general describes the extent to which time or effort is well used for the intended task or purpose.)
Generally this attitude is in the form of an average, showing total output divided by the total input. Productivity is a measure of output from a production process, per unit of input. 
Production is a process of combining various material inputs and immaterial inputs (plans, know-how) in order to make something for consumption (the output).
The methods of combining the inputs of production in the process of making output are called technology. Technology can be depicted mathematically by the production function which describes the relation between input and output. The production function can be used as a measure of relative performance when comparing technologies.
Productivity help us to see, Whether our business have sense. It helps us to understand how our resources (input) information, knowledge, raw materials, money  became our product (output) We can see is our effort bring us some outcome.
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