
EE211  
Class activity on Oct 10, 2023 (Theory of the firms)  
 
Suppose the production function is given by Q=3KL, where K denotes capital and L denotes 
labor. The price of capital is $2/ machine-hour, the price of labor is $24/ person-hour, and capital 
is fixed at 4 machine-hour/ hour in the short run. Graph the TC, VC, and FC curves for this 
production process.  



The production function

Q : 3KL , with k
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Q = 3kL

& = 3(4)L

Q = 12L

L = Q
R

The total cost of producing & mits of outputper
how is therefore given by

TCCQ) = ($2/machine-hr) (4machine-hr/hr)

+ $24/person-hr)(E Person-hr/nr)
= $8/r+$20/hr



The $8/hr expenditure on capital constitutes

fixed cost.

variable cost is total cost
less fixed cost ,or

v0
= 2Q

The total , variable, and
fixed cost curves are

platted .
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