
Example I 



Production Function and TP Curve 

Although the total product curve in the figure slopes upward along its entire length, 
the slope isn’t constant: as you move up the curve to the right, it flattens out due to 
changing marginal product of labor. 
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Adding a 7th worker 
leads to an increase in 
output of only 7 
bushels 

Adding a 2nd worker leads 
to an increase in output of 
only 17 bushels 



Total Cost Curve 
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Example II 



Costs at Selena’s Gourmet Salsas 



Total Cost and Marginal Cost Curves for Selena’s 
Gourmet Salsas 
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8th case of salsa 
increases  total 
cost by $180. 

2nd case of 
salsa 
increases total 
cost by $36. 



Average Costs for Selena’s Gourmet Salsas 



Average Total Cost Curve for Selena’s Gourmet Salsas 

Average total cost, ATC 

M 

7 8 9 10 6 5 4 3 2 1 0 

$140 

120 

100 

80 

60 

40 

20 

Minimum 
average 
total cost 

Minimum-cost output 

Cost of 
case 

Quantity of salsa (cases) 



Marginal Cost and Average Cost Curves for Selena’s Gourmet Salsas 

$250 

200 

150 

100 

50 

7 8 9 10 6 5 4 3 2 1 

M 

0 

MC 

A T C 
A VC 

AFC 

Minimum-cost output 

Cost of case 

Quantity of salsa (cases) 



Source: 

• Krugman, P. and Robin Wells (2008)  
 


