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In order to construct an information pool on the production characteristics and efficiency of Korean
railroad industry, various alternative approaches have to be applied. In this paper we present an
empirical application of the distance function to measure the technical efficiency and the production
characteristics of Korean railroad industry. The distance function firstly introduced by Shephard (1953)
provides the advantage that it does not need information about prices, so it can accommodate the
multiple output nature of the railway only using the quantities as data. This is of great relevance in the
context of the public sector such as railroad industry where there are often distinct control mechanisms
on input prices. Also the distance function allows us to obtain a measure of technical efficiency as well
as a measure of production characteristics. From annual data on Korean railroad industry during
1964-2004, multiple output distance function is estimated using quadratic programming model. The
resulting technical efficiency estimates has tended to be improved over the period 1980~2004. The
indirect Morishima elasticities of substitution indicate that the substitutabilities for labor are relatively
very low or impossible. The average scale elasticity is 2.7 which means that increasing the scale by 1 per
cent will result in an output increase by 2.7 percent. This result indicates that economies of scale are
present in the Korean railroad industry.
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FEAUE 25 A EZ2 29 (tonkm) 2 Z331%
. =% (labor)2 42 48 A (equipment)
=713, B3l AR 2 sk 5 A 2 F8igitt. &
E(capital) & Ax=e] FLol& L2 Mol Set
(B D& 59 -4 v 9oksA%e Vehd Ao}

(E 1) £ - 445 wifo 28

9% | AL |
a2\ B2 o) | | @)

Lo63 |22 |20.920] 10.435 33,051 [6,077|17.369
~2004 | &% | 8,833 | 2.865 | 2.461 | 681 | 1,930
lo63 | B2 |8.603 | 5.682 |30,560]5,059| 13,871
~1969 |E%11,783 | 1,143 | 3.286 | 272 | 1,516
lo70 |2 [18.520] 0.192 [33.556(5.635 18,205
~1979 |F5 14,506 | 1.368 | 897 | 120 | 789
1080 |22 |23.175] 12,173 | 33,954]6,233| 18,835

ARE 20049744 & 574e] 7Izte 2 wheo] 7} 7|7k
ZleigAe FFs FEUAE Yehd Aot 2™
A A dol JE FE 7IeREAe BHoln 23U
FE BEUA Y A& Fse AU e £
FUAE 2go2 YE Folt

1.01

1.00

0.902
0.99+ (0.006)

0.983
098 (0.014)

0.977
0.013

0.97
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