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<3 5> 7]17k4 Cox PH H 34X

(Maximum Likelihood Estimates of Cox Proportional Hazard Model)

. D @) 3)
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A Study of the impact of slowing industrial growth on
firm exit: Evidence from manufacturing industry in

Gangwon province

Myung-Joong Kwon" * Sang-Hyuk Cho™

Abstract

This paper empirically investigates the problem of industry dynamics such as
market entry and competition appearing in the period of slowing industrial
growth. A empirical model, which is based upon Cox’s proportional hazard
function, is devised. Utilizing 5,104 sample of 1,253 manufacturing firms in
Gangwon province over the period of 2001 and 2016, the following empirical
results are obtained. @ Small scale of firms in the lower 25% of firm scale
distribution enter into the market in the slowing growth period, leading to no
impact on the exit probability of the incumbents in the industry. @ Unlike the
existing empirical results, variables such as market competition and industrial
production growth rate, which induce changes in industrial structure, do not
make Impact on the exit probability but variables such as scale, age, labour
productivity and capital intensity, which induce changes in production costs, do
make impact upon the exit probability. The exit probability induced by these
variable becomes higher the longer is the period of slowing industrial growth.
As a result, the firm exit rate increases as compared with the average firm exit
rate of the nation. @ The capital investment for the mature firms in the
slowing industrial growth period rather increases the exit probability by 0.07%.
@ Statistical significance of scale, age, labour productivity and capital intensity
variables are not different from that of these variable shown in the empirical
results of the existing researches. The only difference is that scale and age
variables in our research show non-linear relationship with exit probability. The
quantitative analysis shows that scale and labour productivity are most effective
but capital intensity is least effective in decreasing the exit probability. Our
research thus fills the gap in the existing exit literatures and thus widens the
scope of exit analysis.

Key Words: Firm Exit, Market Entry, Cost Reduction Competition,

Manufacturing Industry in Gangwon Province
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