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Analysis of Sawmill Productivity and Optimum Combination
of Production Factors*!

Woong Hyuk Cho*?

In order to estimate sawmill productivities, rates of technical change and optimum combination
-of production factors, Cobb-Douglas production functions have been derived using data obtained from
:96 sample mills in Busan-Incheon, southwestern and northeastern areas.

The results may be summarized as follows:

1. There is a tendency of expanding average sawmill size in the areas. The horse-power holdings
per mill have been increased at the rates of 91 percent in Busan-Incheon, 7.7 percent in
southwestern and 16.9 percent in northeastern areas. This implies that the mills around log-
importing ports have made rapid development, compared with those in forest regions.

2. The regression coefficients (production elasticities) of the functions for the year of 1967
in the above three areas are much similar each other, but significant differencies are found in
the production functions of 1975. In other words, sawmill productivity was mainly restricted
by capital deficiencies in all areas in 1967, but this situation was succeeded only by N-E
area in 1975. The range of sum of regression cocfficients is 1.0437—1.4214, this indicates
increasing rates of return to scale.

3. The annual rates of technical changes in B-I, S-W and N-E areas for the observed period are
17.6, 7.6 and 2.2 percents respectively. Busan-Incheon is the only area where labor producti-
vity is higher than that of capital.

4. The best combination of production factors for maximizing firm’s profit is subject to the
changes of input and output prices. With some assumptions of prices and costs, the optimum
levels of power and labor input in B-I, S-W and N-E areas are 57:17, 427:94 and 192:27.
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