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(ABSTRACT)

The Determin ants of Factor Demand Elasticities

Bai Yung Sung*

This study aims to determine factors which affect elasticities of the demand
for productive inputs and to estimate elasticities of the actual demand for
major agricultural inputs such as labor, land, irrigation, fertilizar and agricul-
tural chemicals. The determinants of elasticities of the demand for factors of
production include thz degree of decreasing return to scals, the elasticity of
the demand for the product, the degree of substitution between factors, the
level of production technology, and the supply elasticity of the coopzarative
factors.

In general, the smaller the degree of decreasing return to scale, the more
elastic the demand for product and the supply of cooperative factors, and the
greater the degree of substitution between factors, the more elastic is the der-
ived demand for the factor of production. Thsz effect of the magnitude of the
factor’s distributive share on the elasticity of the derived demand for the fa-
ctor can not apriori be determined even in the case of decreasing return to
scale. In empirical estimation of the demand function of production factors,
such factors as demand equations, variables included, the availability of data
and the mesthod of estimation have a different effect on the elasticity of the
demand from theoretical determinants mentioned above.

The empirical demand fuction of production factors may compare with the
derived demand from the estimated production function to have the mcre rea-

listic estimates for parameters.

* Asscciate professor of economics at thas Sogang Universitv.



