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Abstract:

The purpose of this study is to estimate the social cost of
monopoly and economies of scale in the Iranian steel
industry. In this study, the Herfindahl-Hirschman index
is used to recognize the structure of the steel industry,
and the Harberger and Posner indices are used to
calculate the welfare cost. Based on the Herfindahl-
Hirschman index, Iran's steel industry has always been
in a monopoly position from 1991 to 2017, although,
this monopoly power has been declining, it has a great
distance to competitive condition.The results of the
Harberger and Posner indices show that the social cost
of monopoly has increased along the period of the study.
The estimation of the translog cost function of the steel
industry by seemingly unrelated regressions method
showed that there is a possibility of inputs substitution.
The most basic solution for the managers of the
mentioned industry is to increase the production level in
order to make it close to the optimal level.
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