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Relationships among Total, Marginal, and

./

Average Products of Labor
e C

 With labor time continuously

product divisible, we can smooth TP,
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MP,, and AP, curves

» The TP curve increases at an
increasing rate up to point A;
past this point, the TP curve
rises at a decreasing rate up to
point C (and declines thereafter)

« The MP, rises up to point A,
becomes zero at C, and is
negative thereafter

« The AP, raises up to point B
and declines thereafter (but
remains positive as long TP is
positive)

Law of Diminishing
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* This law states that as
additional units of an input are
used in a production process,
while holding all other inputs
constant, the resulting
increments to output (or total
product) begin to diminish
beyond some point (after A, in
the bottom graph)

« As the firm uses more and more
units of the variable input with the
same amount of the fixed input,
each additional unit of the variable
input has less and less of the fixed
input to work and, after this point,
the marginal product of the variable
input declines

——
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Stages of Production

The relationship between the MP,
Total —and AP, curves can be used to

product define three stages of production
of labor (the variable input)

[] stagel of labor

Is the range of production for which
increases in the use of a variable input
cause increases in its average product

Labor [ Stage II of labor

Is the range for which increases in the
use of a variable input causes decreases
in its average product, while values of its
associated marginal product remain
nonnegative

[ stage III of labor

Is the range for which the use of a
Labor variable input corresponds to negative
é\ values for its marginal product
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