
PRODUCTION  
FUNCTIONFUNCTION



PRODUCTION

It is the creation of those goods 
and services that have 
exchange values.exchange values.



PRODUCTION FUNCTION

It is an expression of the 
technological relation between 
physical inputs and output of a good.





DIFFERENCE BETWEEN VARIABLE FACTORS 
AND FIXED FACTORS



CONCEPT  OF  PRODUCT 

 PRODUCT  OR  OUTPUT  REFERS  TO 
THE  VOLUME  OF  GOODS  PRODUCED  
BY  A  FIRM  OR   AN INDUSTRY  DURING  
A  SPECIFIED PERIOD  OF  TIMEA  SPECIFIED PERIOD  OF  TIME



CONCEPT OF PRODUCT

 TOTAL  PRODUCT (TP):

TOTAL  PRODUCT  REFERS TO TOTAL  QUANTITY  
OF  GOODS  PRODUCED  BY  A  FIRM  DURING  
A  GIVEN  PERIOD  OF  TIME   WITH  GIVEN  A  GIVEN  PERIOD  OF  TIME   WITH  GIVEN  
NUMBER  OF  INPUTS  



CONCEPT OF PRODUCT

 AVERAGE  PRODUCT (AP) :

AVERAGE  PRODUCT  REFERS  TO  
OUTPUT  PER  UNIT  OF  VARIABLE  
INPUTINPUT



CONCEPT OF PRODUCT

 MARGINAL  PRODUCT (MP):

MARGINAL  PRODUCT  REFERS  TO  ADDITION  
TO  TOTAL  PRODUCT, WHEN  ONE  MORE  UNIT  
OF  VARIABLE  FACTOR  IS EMPLOYEDOF  VARIABLE  FACTOR  IS EMPLOYED



LAW  OF  VARIABLE  PROPORTIONS

 STATEMENT  OF  LAW:

LAW  OF  VARIABLE  PROPORTIONS (LVP) STATES  
THAT  AS  WE  INCREASE  QUANTITY  OF  ONLY  
ONE  INPUT  KEEPING  OTHER  INPUTS  FIXED ONE  INPUT  KEEPING  OTHER  INPUTS  FIXED 
,TOTAL  PRODUCT(TP)  INITIALLY INCREASES  AT  
AN  INCREASING  RATE, THEN  AT  A  
DECREASING  RATE  AND  FINALLY  AT  A  
NEGATIVE  RATE



ASSUMPTIONS  OF  LAW  OF  VARIABLE  
PROPORTIONS

 IT  OPERATES  IN  SHORT  RUN

 THE  LAW  APPLIES  TO  ALL  FIXED  FACTORS  
INCLUDING  LAND

 THIS  LAW  APPLIES  TO  FIELD  OF   THIS  LAW  APPLIES  TO  FIELD  OF  
PRODUCTION  ONLY

 THE  STATE  OF  TECHNOLOGY  IS  ASSUMED  
TO  BE  CONSTANT  

 ALL  VARIABLE  FACTORS  ARE  EQUALLY  
EFFICIENT



LAW  OF  VARIABLE  PROPORTIONS




