
Returns to scale

1 Increasing returns to scale
(economies of scale)

2 Decreasing returns to scale
(diseconomies of scale)

Possibly because of specialization Possibly because of coordination problems
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3 Constant returns to scale 4 Returns to scale and the
size of a plant
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Until 1: Increasing returns to scale
from 1 to 2: Constant returns to scale
beyond 2: Decreasing returns to scale
MES = minimum efficient scale → where costs

first reach their minimum as the size is
rising
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