























































































Cost theost ofproducing agivenoutputQ
mostefficientwayto

use the best

quantityofinput Ltk
at the givenprice R Pie
using the besttechnology

available
productionfunctions

in thegiventimeframe short Run

LongRun

shortRuncosts Least costofproducing a givenoutput Q
where at least one input is fixed

Inputs Labor with price w wage

Capital with price
r interest fixe

K isassumed to be the fixed input
at K Ko

atprice or r Ko Total FixedCost

TFC Q
unchangedwith

is variable atprice w
Q

w L Total Variable Cost

TVC Q

Total Cost Total FixedCost TotalVariable
Cost

TCC TFC Ca TVC CQ


























































































TFC TCCaj TFCCG TVC.CO

0 0

TFC

TC.CO

TVC recon

Q

TCC TFCCQ ITVC.CO
QAFI

TFC DIEGO I 20
DQ
AFCC TFC 2 5

3 3.33

4 I 2
5 2


























































































A FCC to
Q

TCC TFC Ca TVC

a a a

ACC Afc Ca A VC CA

Ac Arc Aff

aTdQ
F dqTvc

CQ

w me ca
MCCQ












































riff o

AVC TI
a

A Ac TI
r l a

i f l
l

l
l

l l Qz

I l AC
ki

I
I
l l

l l

Q Qo Q2



aodiTCCQFddah CCQ.cl

McCoy ACC t Q ddgAcc

T E

Max
TmaxM o

M max

anti
L



Changeimurveyassumekis fixedinput

1 Changim TFC higher rent
higherpriceof

K

TC TFC TVC

Td TFC t TV C

TC I

l Il
l l l l

l
l l l
l l l

I i 1
MC i ly I l

AVC e I I 1 MC

AC
AVC

i
I l l l

l l l
l l
l l l l

Q



Q Chaug C producer
has to

pay tax no Bait


