38

o994 - AR - HH - 0|53 4% S54SR 20067 1253 310

FEEHYY HEEAE FT T2 AN 34
(Translog)d] 43849 F o (Fourier)d 4] -4 ¢4
HEZ EHE FHLE -

oG5, AAL, AT, o] § 5

|
}Nl
e
=
4

Economies of Scale in Multiproduct Firms: Evidence from Air

Transport Industry
Young Soo Lee*, Je Chul Kim**, Seck Min Huh**, Dong Hui Lee**

ABSTRACT

This study amalyzes the expense structure of the air transport industry, based on the
cost and income data of 18 major airlines, estimates the economic effectiveness of scale and
conducts comparative analysis. As for the method of analysis, Translog cost function and
the Fourier flexible cost function were used. The result showed that big companies had the
economy of scale based on the Translog cost function, while the Fourier flexible cost
function led to a estimation that expanding the input is not recommended, for the
expansion of scale entails the poor economy of scale. It can be presumed that the economy
of scale was estimated according to the U shape of the Translog cost function in the given
data. On the other hand, the Fourier flexible cost function approaches the unknown
function, as it is a Fourier series, and correctly infers the economy of scale based on the
analyzed data. As for the flag carrier’s economy of scale, it was inferred that the economy
of scale existed by any of two functions. Therefore, the conclusion was that further
expanding the scale will not cause any problem.
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