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Total Cost (short run cost functions) 

Total cost (TC) refers to the sum of fixed and variable costs incurred in the short-run. 
Thus, the short-run cost can be expressed as 

TC = TFC + TVC 

Note that in the long run, since TFC = 0, TC =TVC. Thus, we can get the shape of 
the TC curve by summing over TFC and TVC curves. 
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(Source: economicsdiscussion) 



The following can be noted about the TC curve: 

 The TC curve is inverted-S shaped. This is because of the TVC curve. Since 
the TFC curve is horizontal, the difference between the TC and TVC curve is 
the same at each level of output and equals TFC. This is explained as follows: 
TC – TVC = TFC 

 The TFC curve is parallel to the horizontal axis while the TVC curve is 
inverted-S shaped. 

 Thus, the TC curve is the same shape as TVC but begins from the point of TFC 
rather than the origin. 

 The law that explains the shape of TVC and subsequently TC is called the law 
of variable proportions. 

Solved Example for You 

Question: Comment on the shape of the TC, TVC and TFC curves based on the 
following table: 

Output Fixed Cost 
Variable 
Cost 

Total Cost 

0 40 0 40 

1 40 20 60 

2 40 30 70 



3 40 32 72 

4 40 34 74 

5 40 36 76 

6 40 38 78 

7 40 40 80 

8 40 46 86 

Answer: 

1. We see that the Fixed Cost remains the same even as production increases from 
0 to 8 units. Thus the value of FC = 40 

2. It can be noted that the Variable Cost increases as the output increases. The VC 
increases at a diminishing rate till 7 units of output, after which it starts 
increasing at an increasing rate. 

3. The final column shows the Total Cost which is the sum of FC and VC and 
increases as the output increases. 

 (Source: www.topper.com) 


