n of various input factors. In g,
bine the required input factors in variouse Pl‘oCQSS
This type of usage of inputs by the farmers givgs way for the operatigy, éfportiﬂ
of returns. In the production process, when 2 single input factor ig Variedt 61;“:
other required factors constant, the relationship that takes place between gy, + ey

ther one or a Combinafi g r:}a“ab

input and the consequent output pertains to €l
following relationships. of by

1. Law of increasing returns
2. Law of constant returns; and

3. Law of decreasing returns

applicatio

" Production is the result of
| production, the farmers com

LAW OF INCREASING RETURN S
The addition of each successive unit of the variable factor to the fixed facty ;
production processes, adds more to the total output than the previous umto.r S Inty
successive unit of variable factor adds more and more to the total output. T, €. e
data are presented in Table 17.1. e relevy

TABLE 17.1 Law of Increasing Returns.

Fertilizer (kg) Total output (Q) ’ =T
) (¥) i Pl o
AX AY il
AX ‘
1 3 3
1
T 15 / ‘ 7
1
4 23 8 8
i
5 v 35 12 12
= ‘_____/

It is clear fr : :

output, second our?utthaedfizblfeivzhat first unit of fertilizer results in three QUPEY
uin .

resultant curve is convex to X’a?ds (tFails a:;(?l 78(1)) on. When the data is graphed
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Figure 17.1 Increasing retyrng,

The relationship is algebraically shown below:

b Lahy S e < LY
MXp 42X AL X,

LAW OF CONSTANT RETURNS

The addition of each successive unit of the variable factor to the fixed factors adds the
same to the output as observed for the previous unit i.e., each successive unit of

variable factor results in an equal quantity of additional output. It is clear from Table
17.2 that each additional unit of fertilizer adds five quintals to the total output.

TABLE 17.2 Law of Constant Returns.

Fertilizer (kg) Total output (Q) Marginal output
X) ; 3 AX AY %X\f-
4 5 1 5 5
2 10 : : :
? = 1 5 5
4 : '.-20 : = 5 ¢
5 25

The production function is linear (straight line) (Figure 17.2).
The algebraic form is as follows:

MYy A% .. Anln

A Xy : Ay Xy - Ap Xy
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Figure 17.2 Constant returns.
S
LAW OF DECREASING RETURN

: jable factor to the fixed f
= sive unit of the vana . X€d factorg i,
The addition of each ::;;elsess 10 the total output than the previous upjt ;
production Pf_ocefss’ ariable factor adds less and less to the total output. It ig
succest:;l\’tt2 l;i‘:tﬂ(:atvme first unit gives 15 units, second adds 12 units, thirq ,,
a .
g(t)::its €a!md so on as shown 1n Table 17.3.

e, g
evig
it a4

TABLE 17.3 Law of Decreasing Returns.

Fertilizer (kg) Total output (Q) - Marginal outp
AY
A ™) AY 22|
X) AX 5 1
1 15
1 12 12
7 27
1 8 8
3 35
1 6 6
4 41
% 4 !
5 45 1

The PIOdl'zctiorf function is concave to X-axis as shown in Figure 17.3
This relationship is algebraically shown as follows:

A
S o MY S v

MXi o AyX, NCe
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‘Figure 17.3 Decreasing returns.



