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A Goal Programming/Constrained Regression: Economies of Scale
for the Korean Natural Gas Industry*

Bongjin Gim**, Hee-Chun Yun***, Jeong-Dong Lee****, Tai-Yoo Kim*****

ABSTRACT

We consider a problem of estimating the economies of scale for the natural gas industries,
The goal programming/constrained regression is employed for estimating the economies of scale
for the natural gas industry, and the problem is formulated as a linear programming problem.
Also, the translog cost function is used to represent the cost structure for the natural gas
industry. The Korean Gas Corporation was selected as a case study, and we demonstrate that

the suggested goal programming/constrained regression approach is appropriate for estimating

the economies of scale for the Korean natural gas industry.
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