
Various Economic 

Concepts of Cost



Total Cost
TC=FC+VC

Total cost is the sum of all costs that a company

faces to produce a certain level of output.

Fixed costs include costs such as the costs of a building

lease and machinery used during the production process.

Within reason, fixed costs do not change as if output

increases or decreases.

Variable costs include costs such as the cost of labor

and raw materials. These costs do change with the level

of output.



Total Cost Curve
Total cost curves represent the aggregate of all the expenses a

company faces when producing a certain quantity of product.



Total Cost Curve
Total cost curves represent the aggregate of all the expenses a

company faces when producing a certain quantity of product.



Short Run Cost Curve
Short-run cost curves refer to curves that represent

the amount of cost a firm faces during the short run.

Short run is characterized by having the amount of

one of the factors of production function kept

constant. In contrast, the number of other factors

may change.

In the short run, the costs that are considered for a

company include marginal cost (MC), average total

cost (ATC), average fixed cost(AFC), and average

variable cost (AVC).
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Long Run Cost Curve
Long-run cost curves show the cost that a company

faces in the long run for producing a certain amount of

output.

While in the short run, some of the factors of

production are fixed, meaning that the firm isn't

flexible in changing these factors, their cost is also

fixed.

On the other hand, the cost faced by a company, in the

long run, is entirely variable. That's because all factors

of production during the long run are to be variable.



Long Run Cost Curve
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Short & Long Run Cost Curve


