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Trans-regional Diffusion of Agglomeration Economies from Seoul
Metropolitan Area to the Rest of the Country
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Abstract

By estimating differences in regional productivity, this study attempts to identify diffusion
pattern of agglomeration economies from Seoul metropolitan area to the rest of Korea.
Results only partly concur with the stylized facts. Although high industry concentration and
large firm scale tend to increase productivity of the region, effects of urbanization and
localization economies appear to be minimal. On the other hand, the results strongly support
the notion of distance decay in agglomeration economies at all levels of regional
classification. As spatial friction deters efficient diffusion of positive externality, efforts must be
made to improve transportation facilities connecting Seoul and those cities in non-capital
regions.
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Table 1. Description of variables

ZIROIME FARSHA LEERATE

[

e L A5 a8 g
 Veriables | Classification | ~ Composition of variable Description
SIZAR| A A gl
2ARISY S84 ARSHEE = 5
N —— In(GRDP) Regional economic growth (+)
SEOT and economies of scale
Dependent X| AR AR gl
variables KLY ZEII7HA) M A A2
\% Regional economic growth (+)
In(Total value added) .
and economies of scale
couxs KPR WELE
R 5 Financial condition of local (+)
Ratio of road pavement
governments
AnEetel 4BXE
land HEX|ZA|X|7F Interaction between +)
Officially assessed reference land price | agglomeration effects and
regional productivity
EARIYY BX2
A 2 191E XpEAS
K wiial /HIZY SMED Capital sct?ockr er capita )
Explanatory | |, motal capital/Manufacturing labor) P P P
variables
EIX|GL Rizkat] 1918 QIZka|
exp/L /MY ZAKD Private expenditure per (+)
In(Total expenditure/Mfg. labor) capita
L VHZY SR XAt H| )
1/Manufacturing labor Localization economies
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21/HRFURIL 2 X2 72) —
D In(1/Distance between agglomeration . S s ()
) Estimated spatial friction
center and each region)
S¥ielo| 2o e
AeiEBE <
10) = X|ZH | E
HIEN Industrial concentration .lg oﬁl-l = g ™
Specialization economies
2OMZYHS/HELEARD of 7
52 X
Fst In(Number of manufacturing firms Scal?i e!c:noi:nieS (+)
/Number of workers in manufacturing)
2IENSHRIN B X|Yoz B SEESEEE
SQ,. 3129 &) Changes in agglomeration (+)
In(Amount of shipment from Seoul) effects
20t XYM FXHSHXIZ 2t Xzl #stolg
SQ;; 3120 2 Changes in agglomeration (-)/0
In(Amount of shipment to Seoul) effects
X912 (=2 HiF=Zg) K|zt Mitaa Xto|
region Classification of regions Region-specific production ?
(Capital or non-capital) factors
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H 2. AR X9 3|HEM ™40}t (£ 2(GRDP), Obs.: 320)
Table 2. Regression results for metropolitan areas (Dependent variable: In(GRDP))

. B 4 -T-E:ﬂ Capita! regton
 Variables | Coef Coef | S Em
constant 3&317 ?é;;* 0.334 2'(33?(?;)* ¥ 0.763
R i 0,001 %z 0,002
land ey 0.000 O 0,000 peri iy 0.000
In(k/L) Yooy 0035 o 0048 Wrss 0.027
In(exp/L) oy 0039 o 0107 O 0029
YL Hah 0790 =i 63756 g 0675
In(N) pery 0027 s 0113 e 0033
HHI Ty 0027 vy 006 sy 0022
In(FS) pri 0036 e 0043 iy 0030
region 691‘%236) 0.025 - - . z
R-square 0.8690 0.9981 0.9449
Year
1996 T 0037 e 0017 e 0025
1997 oo 0,037 F 0,019 v i 0025
1998 oy 0,037 e 0,032 ey 0.025
1999 e 0.040 G 0,044 ey 0,030
2000 e 0,041 it 0,041 O 0.030
2001 e 0041 e 0047 vy 0030
2002 vy 0041 2% 0052 0 0031
2003 'y 0.040 o 0.051 iy 0.030
2004 e 0.040 o%a 0.050 Goen 0,030
2005 T 0,040 o 0051 vy 0,030
2006 ey 0040 v 0051 iort 0030
2007 oy 0.040 Y 0.053 ik 0,030
2008 Oy 0040 iy 0056 i 0030
2009 o 0.040 iy 0.065 o 0,030
2010 T 0,040 O 0.065 Mo 0,030
ZF 1) * p<01, ** p<0.05, *** p<0.01.
2) ()eH2 e ololgh
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H RHZ BAEHHE AIFEO0] BHEAl GRDP
g TVWIPIRIE S 202 TEEQUCL

7199 HEFES)E +EdS GRDPOl= R9
St ADS Fge nRl= ASE LEROL A
o FFIQ HIEA Aol Joiss RE) A
g2 nxlE 2oz SIFRICh

B 32 Midi A, 284 &
710l SlAEA ATE UERH Zolch

AESHNZREH 2+ NG7R9] Az|et it
HEg UEiliE RI7PIRIRIS A0l Ao I7HE
nEe Azl ozt 7kt 98 AEe Avt
H &7 Frt EsiEria ZHEsih B A
1 npEA = AS2REQ A2Vt theF 100km
g XM 1 Z7H7} EslElE ACE LiER
CH? elolshH, FEZGAQ ®Mo] S S0
A F5HA, HisEHoIA 2its] d4she dge
HolTk

SEA AYoA Azl mE npEo] o &
22 s A FEol mE 28 mEd A
Z HQIth sl 2FHIY 1% &5 A
HEypiRlols Hrie gdge FA Esht Hisk
A BIPIRIE OF 416% TAA= AC=Z L
ElGIC Ol2A] I miEhlh ABAbEe BHst
Char AZst 7140] ASEHRATE

SHFEH
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B 3. dignt SZ0pEESE 3l Es 2ot (BSHs 2(FIHH))
Table 3. Regression results for productivity and spatial friction (Dependent variable: In(value added))

+E . HpEd
Capi ~ Non-capital reg
constant -2(2-4:2;;** 6.655 10239;*** 30126 82(:27; 12164
1/D 64?5;’;*** 105.277 '20(6_2‘371?“* 389.169 'lsiss'iii*** 254959
(1/D)? '172‘7‘3?*** 2387.892 - - 742?%‘32*** 1034433
In(m S 0401 Ky 1799 Ry 0721
In(5Q,) (_-06223) 0031 ?;25%) 0.047 2‘&145) 0.034
In(SQ;) 0('295;* 0.023 ?1’9542) 0.055 ('%3102) 0.029
Year
2002 00| g T O ™
2003 0(13655;)* ) 0.047 ?(%7) 0.064 0(';.316;;* 0.063
2004 ok?;(.)sag;)** 0.052 (0002371) 0118 f(g; 0.076
2005 0'(‘;?2; ) 0.065 ;-06%51;) 0.201 ?‘27'?2) 0.098
2006 0'(67.1:;)* ’ 0.077 (_-06.28106) 0.268 ?321:3) ) 0121
2007 O'(G;jl*; ) 0.083 (%27225) 0313 ?; 3553) 0133
2008 0(?]1:2) ) 0120 (‘_06265 0489 (();5;‘2) ) 0.203
2009 Og.l:;; ) 0.102 (-?6.27219) 0.389 (()533182) ) 0.168
2010 1‘&?(‘:’; ' 0.125 2_0(‘37505) 0.509 (2737678) ) 0211
R-square 04548 09921 0.3292

F 1) * p<01, ** p<0.05, *** p<0.01.
2) (o2 tate 2ojE.
3) SQ= HMZEY 3l ESYCEAM, B 32 SN sBHUY 3E E5TS MAT =K.
4)SQ,0M e Mg, je MEE Melst LK X|9E 2njE.

EX: ZIIEESTYYEME, 2001~2010.
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H 4 AT X2 52N 2ot (BSEEs

In(£7+2HK]), Obs.: 151,677)

Table 4. Regression results for county-level regions (Dependent variable: In(added value))

o | ST o || B [ [ome
InQ (()3?555322) 0.002 0632 ?222188) 0.002 ?25;450) 0.003
In(emp) '((_)fg%* 0.001 -0.002 '?_‘gﬁ;* 0.002 ffﬁ; 0.002
In(salary) ?2%91733) 0.002 0350 ?13534;9) 0.002 (()13291539) 0.003
e | 095 oo | oo | 095 | oam | 0% | oo
crry '?’_2950;)* ’ 0.000 -0.003 - - - -
Year
2001 (030338) 0.003 -0.012 ?fgg) 0.004 - -
2011 ?(;3706) ’ 0.004 -0.010 ?;2?; 1) 0.004 0(21789) ' 0.005
Adj. R-sq 0.9448 - . 0.9397 - 0.9471 -

ZF 1) * p<01, ** p<0.05, ** p<0.0L
2) ()22 gt 2o

w

. £ X|of

2 Aol F7F BAe Qe 3t ©@eI=
RGeS HEgh olFe @t 7HeEA
mpe W40l A, 2SH= Qs gdd
AP ERl(ussHe oidsl gRE Q4
Hw& SAlst?] €71 miEolth & 55 &
199] 3714 2 HOEL

S MZEY WA GRDPO REEQl HEte
AOE LEoL Q157 158 | mjgh
AloIA] The 2 JEe tiRle 2iez Hel

32 OH Of
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)
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il

ob M
mr :
ZSRTA

Tk QI27F 15€ o]l g7, FHoopt 58 34
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ORd ZEYAIE0] tiFEoIL) ol YAE2 8
7o) vigsty] migol YPEoR MZY AL
GRDPO| SEZ|Ql gake £ Zolgke ofdol &
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H 5 =HX Yo 3|HEA Zat (Obs.: 370)
Table 5. Regression results for Chungcheong province

e TR
B all and medium cities
constant i’fez.g;* 0518 1?1%?76;; ’ 0.891 E_%?ls) 0.757
In(mgrdp) ?253719) ’ 0.040 ?;%i) 0.094 Oki?;; ’ 0.052
In(N) 0((2)8113) 0.038 O'(lzésog; ’ 0.070 O‘(fj;; ’ 0.052

L 63('2_215;“ 14277 3(11‘;75 18.298 823?22;" 59.659
HHI (517;‘454*) 0.498 1(632% 4334 “?ff;z) 0315
In(FS) '?‘_‘f’fg;)* ’ 0.064 (0123‘31) 0169 -?;31?92;; ) 0.082
R ?1'9&‘; 0002 "2‘_%?26;; ' 0003 0'(‘?;';; ’ 0004
mpop/land OéO;;; " 0.135 2(133 ;)* ’ 0.673 8)0:; 0.094
In(C) ?fg;; 0.034 '?j?f;; ’ 0.073 8%792) 0.052
ary 0'(‘;'?’53;; i 0.078 - - - -
R-square 0.0106 0.8085 0.5641
Year
2002 %?85;2) 0.061 ?6255 0.152 %9101&; 0.071
2003 ?&72"; 0.062 %912; 0.156 %%’; 0.074
2004 0'(1;:;)* ’ 0.063 ?6%553) 0.149 8?078 0076
2005 O‘é(.)g;)** 0.065 ?6?3? 0.152 ?1'%333) 0.081
2006 0'(2;’;‘;; ’ 0.068 ?1'.10677) 0.156 ?1'?5323; 0.087
2007 0(562;’5) ’ 0076 ?1335) 0175 Oéig;* 0.100
2008 Ok?gz*; ’ 0.078 0(;9286) 0.176 Oé".;g; 0.100
2009 og?g;; ’ 0.085 0(520712) ’ 0.184 0(5632)* . 0.116
2010 ?7'2391) 0.085 ?i% 0.198 0(';731;* 0.119
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constant ] ;11523;‘)1**; 189.054 '":'_5; 6246;5 556.153 -21(232115*** 268.894
1/D o 301 (—_o&eg 0259 0'(2;2;)* ' 0061
(/D)2 '145’_2?73’é?*** -379 '8?_6;%73 119502.7 '14(7_?112'?*“ 4716545
In(M Z?izf%* ’ 1175 1(11%39? 6.269 54(2 Z; 8139

In(SQ,) ey 493 e 45,065 oy | 15013

In(S@,) (012319) 11049 (015;%8)* 0036 ?3;3:8) ' 0043
Year
2002 pr 528 E%?3857) 2224 ey 0822
2003 '3('_3’_377;; ' -474 (‘%2713) 2283 5(%8792)* ’ 0.757
2004 b 293 %ﬁ’é 2471 %25739) ’ 0700
2005 4'&7;; ’ 8.69 1(193; 1,054 8'(‘;?5;; ’ 1074
2006 2_11'9;;; 127 (()69.27: 3887 ?62781) 1231
2007 e 182 i 4992 i 1501
2008 5(f17 . 1182 (31'25;’) 2522 1(2(‘2345;; ’ 2141
2009 12(77 5 737 5’1’915; 4382 23('2913;** 2916
2010 10(;3;2) 9.25 4('3%%;* 2216

R-square 0.0498 0.5397 0.2054

7 1) X9 722 N2150,0000|8 CHEZA|, N<1500,000|3 SACAZ MHSIHS.

ROl ZxQt HE FS Wt I3 AH9
MRAREE 0] AP GRDPO| 29| gaka &
E ACE Lt dutsos {H9 APt
ot Aitdo] SAEEA Y AT Sdk
MSHETH dein out £ XH9 49 8

Al QAIkE A= ZalE HoEC,
ZZES T8 K99 GRDP E7I0| 2
gge FA Fout Q7 158 mEte] XHojA=
Ao gk F= A0E UENTL TASe T
doll et =2EFEO] ity o] 3FES
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Appendix 1. GRDP per capita in cities and provinces

o Z= Country 9,6;8-— 15,175 22,536 7478 8,734 10,993
A& Seoul 11,602 18,552 23,983 8,903 10,588 14,142
HA Busan 7462 11,300 15,409 7,539 8,583 10,823
L4 Daegu 7,925 10,299 13,184 7,503 8,445 10,167
Q& Incheon 11,166 13,285 19,117 7,389 8,511 10,242

43 Gwangju 8,618 11,373 15,140 7,452 8,492 9,998
L Daejeon 9,961 11,810 15,387 7,304 8,621 10,858
24t Ulsan - 32731 42,425 - 8,515 11,220
ZA7| Gyeonggi-do 9,886 12,930 19,667 7,395 8,873 11,178
Z@ Gangwon-do 8791 13,258 17,775 6,581 7,776 9,327
=45 Chungbuk-do 8,659 14,906 22,226 6,362 7473 8,854
=4 Chungnam-do 8,781 16,906 36,419 6,310 7,768 8,948
M™M& Jeonbuk-do 7,087 11,622 16,748 6433 7,470 8,778
M Jeonnam-do 9,907 19,040 28,870 6471 7,013 8,530
45 Gyeongbuk-do 9,776 17,433 26,142 6,771 7,647 8,987
ZY Gyeongnam-do 11,573 16,623 22,876 6,806 7,768 9,876
X Jeju-do 8,456 13,123 16,708 6,845 7,934 10,046
~cd 10,979 15,538 23,570 8,159 9,614 12,298
Capital region (111.26) (102.39) (104.59) (109.11) (110.08) (111.87)
s A 9,020 14,858 21,631 6,914 7,965 9,726
Non-capital region (91.41) (97.91) (95.99) (9247) (91.19) (88.47)
oA R 10,139 15,648 20,667 8,154 9,442 12,114
City average (102.75) (103.12) (91.71) (109.04) (108.10) (110.20)
£ H3 9,617 14,738 24,270 6,858 8,080 10,033
Province average (97.45) 97.12) (107.70) (91.71) (92.51) (91.27)

= 1) X|%¥ GRDPS} BIZEAB|S 2t X9l 9172 Li oYl

2) 0= X9 B2 ©=x BF2Z Lhe
3) GRDP2} 2IZtAH|&= 20054 7HA Q.

4) QiZkad|o| FR 19954 OF At
5) 24te| Z2 19984 O|Ho| H|O|E=

bl

EXSHA| %Ot ALSHQE 19952 E| 2010W7HX|2 &
BSX(of| ZatE.

=X SAN XGEA 1991H~20104, ZEsjis X|HEA| Aol 7A 2010-2040.
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Appendix 2. Population distribution in regions

: ; e e
A& Seoul 10,461 (123;;) 10,087 (8822) 10,051 (;2?))
HAF Busan 3,817 (1?;)995) 3,715 (1%?51) 3,466 (;23)
CH+ Daegu 2,332 (133?835) 2,535 (1%?869) 2472 (3:;)
QI Incheon 1,979 (13;5;9) 2,550 (1'?57) 2,713 (13;9; 4)
23 Gwangju 1,154 (7?20) 1,401 (5?231) 1,489 (6?358)
L7 Daejeon 1,084 (9?193) 1,417 (52.;:3) 1,511 (5?9)
guen | - wr | L | e | 2
7| Gyeonggi-do 6,294 (1(’???) 9,448 (1?‘?4) 11,576 (19'172;;
2@l Gangwon-do 1,547 ( 4?;)2) 1,516 (;:9) 1,487 (2@6)
=& Chungbuk-do 1,383 (;i’:é) 1,499 (;?;97) 1,522 (;Z(é)
%4 Chungnam-do 1,949 (;_212) 1,882 (;i]é) 2,076 (;22)
& Jeonbuk-do 2,022 (G:SL.?L:) 1916 (51299) 1,794 (;3?;)
MY Jeonnam-do 2,39 (i(t)l—;) 2,011 ( 4?388) 1,777 (5?112)
Z5 Gyeongbuk-do 2,732 (52136) 2,757 (;;?3) 2,628 (92.5;;)
A4t Gyeongnam-do 3,635 (1?511) 3,047 (12237) 3,208 (131?20)
== Jeju-do 510 (1%86) 528 (2%227) 547 (1.965)
o ngon | W | qag | P | e | 2 | g
Non—lc:! :ti ?—rlegion <l (293780?; i (zéoleg 2oz (2é03965)

Zn A B /g AEN SESE AIEA BHERLA, 200-200
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Appendix 3. Manufacturing value added per capita in regions

(CH: A&, %) (Unit : Thousand won, %)
. . 2001 ‘ '2'7,"2010
. olgt L=
. 17£x1 | Azmey/GROP j,‘;;;x‘  HZRY/GROP
' :"“V : ‘ Manufacturing | Vs ‘Manufacturing
o . GRDP/GRDP .| GRDP/GRDP | GRDP/GRDP
| per capita | Eer capita | . _per w:aplta .
ME Seoul 1,152 9.93 1114 6.00 1,015 4.23
HAF Busan 1731 23.20 1,867 16.52 2,777 18.02
Ci+ Daegu 2,464 31.09 2,135 20.73 2,781 21.09
Q1™ Incheon 4,330 38.78 4,224 31.80 4,566 23.89
2 Gwangju 1,880 2181 2,250 19.78 4,041 26.69
Ci™ Daejeon 1,743 17.50 1,813 1535 2,243 14.58
24+ Ulsan - - 16,560 50.59 21,792 51.37
47| Gyeonggi-do 2,605 26.35 3,368 26.05 7,368 37.46
4@ Gangwon-do 1,169 13.30 1,585 11.96 2,084 11.72
=4 Chungbuk-do 2,266 26.17 5,027 33.73 8,828 39.72
=4 Chungnam-do 2,515 28.64 5120 30.29 18,560 50.96
T & Jeonbuk-do 1441 20.33 2,164 18.62 3,868 23.10
HY Jeonnam-do 2,690 27.15 5977 31.39 9,254 32.05
45 Gyeongbuk-do 3,694 37.79 7,183 41.20 12,174 46.57
4 Gyeongnam-do 4,956 42.82 6,435 3871 9,550 41.75
H|Z Jeju-do 372 4.39 453 345 544 3.26
N
.TEL“ . 1976 18.00 2437 2291 4,432 28.02
Capital region
H$= 3
ITE“ . 2,602 28.85 4,384 15.69 7,623 20.72
Non-capital region

= 1) 19/t SIPIKlE HEQ SIS XY 2Rz Lhe

2) M|Z=%/GRDP= 101e H|=
=EN: E4N X|YE7, 1991~2010.
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Appendix 4. Composition of variables and descriptive statistics for regions

= L EEER | EAW

. . Ol ( StdEr | Mn | |
X ZAAL (SO

|t °.g.“ (42hel) Y 46,590,000 48,820,000 4,312,000 241,100,000
GRDP (million won)
QL) ZETTHA] (oS

A S22t ‘U (AEkE) % 42,080,000 | 44,470,000 3,989,000 | 217,100,000
Value added(million won)
QIZbAH| (201

= | (4 ,J) - exp 27,500,000 31,380,000 3,391,000 142,100,000
Private expenditure (million won)
NENESNENCR

| ° = ({“ 2 K 14,890,000 14,340,000 1,396,000 70,320,000
Total capital (million won)
XS A (WHOrQy

I“%. = : .J) salary 6,122,000 8,906,000 35,906 66,120,000
Total income (million won)
Xogg ol (HY)
Total piopdlation: Shoussnds) L 3,012.629 2,760.563 510 11,576
Mz BAR (HY)
Number of workers in manufacturing N 280.121 299.335 8 1357
(thousand)

ZXSAIXIZt (=22t 3)
Official reference land price Ld 12,050,000 9,354,000 2,400,000 53,450,000
(the highest value, won)
HHFZHXIREL AH2|(km)
Distance from the agglomeration D 227261 140.119 0 453
center (km’)
7| (1)
Niirnber of fife o) firm 4,379.191 5,378.220 127 26,516

A2 (9
=EETE (%) HHI 79.459 17.567 0 100
Ratio of road pavement
HZEY SR HIE 00 Fs 8.328 3797 1473 18499
Ratio of manufacturing labor ) ] ' )
25| (&)
. T 5,394,000 3,934,000 0 16,890,000
Transportation cost (won)
191g XLl SdA (M)
GROP per capits {ihousand won) Y/L 15,526.79 6,571.75 2,830.32 42,425.36
o|Ct XY= AHALOH
119 A c'g duel ; mY/L 50,894.70 38,446.46 8,880.06 207,157.90
Manufacturing output per capita
101gt XU SEII7HA (HE)
Total value added per capita V/L 13,850.89 5187.01 2,567.83 33,028.97
(thousand won)
1019 M= BIHK|
Marufaetiring vale added per cpiea mV/L 50,894.70 38,446.46 8,880.06 207,157.90
NEEE .
Classification of regions reglon Q3575 03909 ‘ 1
ME -> Ef XY £t (E/4)
SQ..
Amount of shipment from Seoul (ton) Qs ek BE3,500 B4 2,934,000
Bt XY -> Mg ZotE (B/49)
SQ..

Amount of shipment to Seoul (ton) % 921,200 SELEN 0 21,500000

EN: AN IIEHZY, e-LI2IX|E, FERSEHAF2|, 1991~2010.
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Appendix 5. Descriptive statistics for county-level regions

___ Variable o ; _ Sd . Mmoo Max.
In(V) 5.728 1413 0 15.851
In(salary) 4762 1.256 0 13.867
In(emp) 2.735 0.882 0 10.115
InQ 6.510 1.608 0 16.863
In(rent) 2216 1.180 0 11.208
=X ZARZYZTAL 1992, 2001, 2011.
2E ® 6 5E K92 7|=SAZ (Obs.: 370)
Appendix 6. Descriptive statistics for Chungcheong province
e Ccme L omemy | dag 0 A
. Variablee . . Avg Stdd B MA. Max.‘f’"
In(grdp) 14.863 1.358 12.459 19.301
In(mgrdp) 13.061 1.789 8.076 17.467
In(V) 14.766 1.348 12411 19.196
In(C) 13.740 1.820 9.225 18.286
In(N) 11.742 1170 9.225 18.286
mL 0.001 0.004 0 0.067
In(mFS) 3.372 1.059 -2.269 4723
road 79.535 12.855 47.400 100
land 563.040 1785.799 0 21574
mHHI 0.029 0.099 0 0.776
In(SQ;;) 12,510 0.195 12.074 13.025
In(SQ;;) 9.376 1811 4533 13.970
region 0.167 0.373 0 1

F 1) A= HO[HOME RIZEAH] HS ALBUOLE SHX|H0|M= A2l O/H|Z Qlef 2t 4ol Mitd| B2 CijX|st
Ron, BEXSAIXZL Y SHELE0| EX|evig Mg ALSSIAS.
EXN: ITSAYE, SSSAHLE, SEHSA AL 2001~2010.
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