Production Theory
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We will consider the production function x = oL
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We need to show that this production function exhibits diminishing marginal rates of
technical substitution.
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This shows the production function exhibits diminishing marginal rates of
technical substitution.

Total Product of Labor is x(L, K)
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Average Product of Labor is x(LL—K)
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We need to verify the production function exhibits diminishing marginal products of
labor.
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We can test what type of returns to scale this production function exhibits.
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