
Chapter – 05 

Theory of Production 

Q. 1. Why MP curve cuts AP curve at its maximum point? 

Ans. It happens because when AP rises, MP is more than AP. When AP falls, MP is less than AP So, it is only 
when AP is constant and at its maximum point, that MP is equal to AP. Therefore, MP curve cuts AP curve at 
its maximum point. 

Q. 2. Can AP rise when MP starts declining? 

Ans. Yes, AP can rise when MP starts declining. It can happen as long as falling MP is more than AP. 

However, when MP becomes equal to AP, then further decline in MP will also reduce the AP. 

Q. 3. What are the different phases in the Law of Variable Proportions in terms of Total Product? Give 
reasons behind each phase. Use diagram. 

Ans. The Phases are: 

Phase I: TP rises at increasing rate, i.e. upto A. 

Phase II: TP rises at decreasing rate, i.e. between A and B. 

Phase III: TP falls i.e. after B. 

Reasons: 

Phase 1: Initially variable input is too small as compared to the 
fixed input, As production starts, there is efficient use of the fixed 
input, leading to rise in productivity of the variable input on 
account of division of labour. As a result, TP rises at increasing 
rate. 

Phase II: After a level of output, pressure on fixed input leads to fall 
in productivity of the variable input. As a result, TP continues to 
rise but at a decreasing rate. 

Phase III: The amount of variable input becomes too large in 
comparison to the fixed input causing decline in TP.  

 

 

Q4. Let the production function of a firm be: Q = 2L2K2. Find out the maximum possible output that the firm 
can produce with 5 units of L and 2 units of K. What is the maximum possible output that the firm can 
produce with zero unit of L and 10 units of K? 

Hint: Maximum possible output with 5 units of L and 2 units of K 

Given: Q = 2L2K2 and L = 5 units; K-2 units 

Putting the values of L and K in the given production function, we get: 

Q = 2(5)2 (2)2 = 200 units 

Maximum possible output with 0 unit of L and 10 units of K 

Given: Q = 2L2K2 and L = 0 unit; K = 10 units 

Putting the values of Land K in the given production function, we get: 

Q = 2(5)2 (10)2 = 0 unit. 



Q5. Find out the maximum possible output for a firm with zero unit of L and 10 units of K when its 
production function is: Q = 5L + 2K. 

Hint: Given: Q = 5L + 2K. and L = 0 units; K- 10 units 

Putting the values of L and K in the given production function, we get: 

Q = 5(0)+2(10) 

Q or Maximum output = 20 units. 

 

 
  


