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Abstract: This study analyzed the technological change of Korean sawmill industry affected by change of factor
price. An aggregate cost function has been estimated to analyze the technological change in Korean sawmill
industry between 1970 and 2003 to the technical bias and scale effect. There was substitution among labour,
capital, and material, especially in more elastic relation between labour and capital. In addition, domestic
sawmill industry was progressed into structure which is biased to labour saving, and capital and material using
because of increase of labour price. Since Korean sawmill industry's technology still exhibits an increasing
returns to the scale, the large amount of investment has contributed to productivity growth, and the future
productivity growth continually depend on the scale effect for some time.
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Table 1. Cost function parameter estimates.

Parameters Estimate t-ratioc Parameters Estimate t-ratio

o, 231648 195 o 00062 590
o, * 02200 212 a,* 01014  6.09
o * 07788 948 o, *  -0.0064 -2.10
Oty 00012 001  o,*  -0.0950 -630
ay 24995 066 o * 00260 802
o 05032 545  op,*  -0.0195 -421

op* 00059 457 oyt 01145 791
Olp* 00016 288 oy -0.0007  -0.05
ot 00043 330 oyt -0.0824  -5.385
Gy 04720 079 ant 00832 422
Ay 00116  0.80

Table 2. Test Statistics for scale economies and technology
change (SCE).

Hypothesis F-value Prob > y?
Vy = 1(SCE = 0) 68.68 0.0000
Vt=0 98.09 0.0000
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Table 3. Estimated elasticities of substitution .

Elasticities of Substitution

Labor Capital Material
Labor -0.1215 0.1898 0.1372
Capital 0.1898 -0.4964 0.5844
Material 0.1372 0.5844 -0.0528

Table 4. Estimated elasticities of input price.
Elasticities of Input Price

Labor Capital Material
Labor -0.1215 0.0111 0.1104
Capital 0.0259 -0.4964 0.4704
Material 0.0187 0.0340 -0.8855

Table S. The estimation of biased technical chang.

Biased technical chang

Labor -0.0431 (0.0095)

Capital 0.0274 (0.0966)

Material 0.0053 (0.0016)
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Figure 1. The effectiveness of SCE in Korean sawmill industry.
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