


















• The above imply that if the MPL is higher, then the MPK (or MPT) will 
be lower, which implies that a higher real wage will be associated 
with a lower real income per unit of capital (or land). 

• Thus a rise in K/L implies a higher MPL, a higher real wage (w/p), a 
lower MPK and a lower income for capitalists per unit of capital. 

• Similarly, a rise in T/L implies a higher MPL, a higher real wage (w/p), 
a lower MPT and a lower income for landowners per unit of land.  

• All of the above hold if there is perfect competition, and the 
production function is like the one we used in  slide 3. 




