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The Transcende Ntal Logarithmic Cost Function
in the Refining Industry of the Kingdom of Saudi Arabia:
A Case Study of the Riyadh Refinery

M. M. El-Harithy and A- M. M. Abdel - Rahman
Department of Demand Forecasting, Saudi ARAMCO, Dhahran;
Associate Professor, Department of Economics, College of Administrative Sciences,
King Saud University, Riyadh, Kingdom of Saudi Arabia.

Abstract. In this paper we study the cost structure in the refining mdustry of the Kingdom of Saudi Arabia
using the Riyadh refinery as a spectal case. The paper utilizes the transcendental logarithmic cost function
with its different variants as the appropriate model to base conclusions upon since it leads to a variety of
results as regards the types of economies of scale governing the operations of the Refinery and as regards the
different obtainable elasticitics which could be used to establish the type of relationships holding between
the different factors used in the production process.

Results obtained generally point to the dominance of capital in the production and cost structures of the
Refinery. The estimated own, cross and Allen partial elasticities indicate streng complementarities holding
between labor on one side and each of capital and energy on the other. There were also some
substitutabilities between capital on the one hand and each of energy and raw materials on the other. These
results may indicate the scope of substitutions between the different factors of production in the operations
of the Refinery. )






	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

