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Agglomeration Diseconomy due to Competition of Firms in Labor Market
and Capital Accumulation of Manufacturing Industry
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Abstract

Lee(2014) found that the wage per worker increased significantly due to competition among firms in the labor
market in South Korea’s manufacturing industries and the portion determined by this competition in the average
industry wage weakened agglomeration of the manufacturing industry. Regretably, he measured agglomeration only
in terms of labor. It should be noted that capital stock in manufacturing industry contributes much more in production
and value-added. If capital stock increases responding to the increase in average wage due to firms’ competition
in labor market, it is difficult to say that firms’ competition weakens agglomeration. According to this research,
it is found that no industry experienced increases in capital stock. In the case of chemistry, oil, metal, non-metal,
steel, electronics, electrics, and auto industry, capital stock decreased more than the increase in average wage due
to competition among firms. Interestingly, average wage itself, not the portion in average wage determined by competition
among firms, made an increase in capital stock of manufacturing industries.
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Table 1 _ Estimation Results of One—way Fixed Effects Model
Industry II Industry III Industry IV Industry V
. Textile, Clothe, Leather, Woods, Pulp, Petroleum, Chemical, Non-metal, Metal, Auto,
Variable . . .
Fur, Bag, Shoe Industry Paper Industry Rubber, Plastic Industry | Electrics, Electronics Industry
Estimates p-value Estimates p-value Estimates p-value Estimates p-value
Intercept 1.169 0.249 -2.390 0.016 -0.851 0.319 -3.153 <.0001
In(Value-added
n(Value-added per 0,026 0.084 0.000 0.988 0.009 0436 0.019 0.054
\Workerlﬁ,l)
Rates of Old People
. -0.021 0.478 -0.051 0.069 -0.032 0.090 -0.118 <.0001
among Total Population
Rates of People with
Bachelor Degree among -0.029 0.238 -0.093 <.0001 -0.044 0.020 -0.060 0.000
Tortal Population
In(SOC Stock
n(SOC Stock per 0.096 0.241 0.532 <.0001 0.071 0.334 0.641 <.0001
Worker ;)
In(Salary per Workeru,,l) 0.976 <.0001 0.989 <.0001 0.998 <.0001 1.006 <.0001
In(Z;;— ) -0.156 0.854 -0.910 0.023 -1.369 <.0001 -2.556 <.0001
R? 0.964 - 0.971 - 0.982 - 0.986 -
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Table 2_ Estimation Results of Two—way Fixed Effects Model

Industry II Industry III Industry IV Industry V
. Textile, Clothe, Leather, Woods, Pulp, Petroleum, Chemical, Non-metal, Metal, Auto,
Variable . . .
Fur, Bag, Shoe Industry Paper Industry Rubber, Plastic Industry | Electrics, Electronics Industry
Estimates p-value Estimates p-value Estimates p-value Estimates p-value
Intercept 1.251 0.366 4.739 0.001 0.487 0.634 0.987 0.287
In(Value-added per
-0.082 0.096 -0.002 0.957 -0.022 0.554 0.030 0.239
Worker ;)
Rates of Old people
. 0.016 0.675 -0.033 0.323 -0.025 0.359 -0.107 <.0001
among Total Population
Rates of People with
Bachelor Degree among 0.045 0.393 -0.083 0.059 0.027 0.454 -0.052 0.059
Total Population
In(SOC Stock
pBOC Srock per -0.048 0.622 -0.176 0.119 -0.141 0.072 0.115 0.203
Worker ;)
In(Salary per Worker,;, ) 0.884 <.0001 0.979 <.0001 0.957 <.0001 1.012 <.0001
In(Z; ) -0.730 0.432 -0.239 0.513 -1.225 <.0001 -1.534 0.001
R’ 0.969 - 0.980 - 0.988 - 0.993 -
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Appendix e

Table 1_ Descriptive Statistics

. Standard - .
Variable Average deviation Minimum Maximum
The Rate of Old People of 65 Years Old 8.19 3.09 3.86 18.06
or above among Total Population(%) ’ : : :
The Rate of the Educated with Bachelor Degree(%) 8.61 3.07 3.56 18.24
Capital Stock per Worker of Industry II(million won) 46.26 23.71 0.20 107.60
Value-added per Worker of Industry II
6.78 14.56 0.1 1.81
at the Period of ¢ — 1(million won) 36.7 > 7 /
Social Overhead Capital Stock per Worker
of Induscry Tinillion won) 15,027.03 46,702.35 93.04 397,377.46
Annual Salary per Worker of Industry II(million won) 12.79 4.29 0.07 20.70
Ly, of Industry I(million won) 0.56 0.05 045 0.76
Capital Stock per Worker of Industry II(million won) 124.25 104.36 0.47 574.95
Value-added per Worker of Industry II
at the Period of ¢— 1(million won) 6416 36.02 043 167.34
ial h ical k Work
Social Overhead Capit: Stoc per Worker 10,755.78 11.364.14 533.58 5401294
of Industry III(million won)
Annual Salary per Worker of Industry III(million won) 16.71 5.90 0.13 31.44
Iy of Industry I(million won) 0.28 0.04 0.20 0.37
Capital Stock per Worker of Industry IV(million won) 157.90 156.45 0.52 764.86
Value-added per Worker of Industry IV
104.34 .82 0. 459.0
at the Period of ¢ — 1(million won) 5 77 37 39.07
Social Overhead Capital Stock per Worker
of Tndusery [V(million won) 3,775.93 4,969.18 240.93 24,540.19
Annual Salary per Worker of Industry IV(million won) 19.42 7.74 0.15 50.45
Ly, of Industry IV(million won) 0.15 0.04 0.08 0.26
Capital Stock per Worker of Industry V(million won) 115.19 82.99 0.49 422.27
Value-added per Worker of Industry V
at the Period of ¢ — 1(million won) 80.69 41.84 062 253.29
ial h ical k Work
Social Overhead Capit: Stoc per Worker 92739 1433.71 55.93 8554.72
of Industry III(million won)
Annual Salary per Worker of Industry V(million won) 19.25 6.42 0.15 30.05
Iy of Industry V(million won) 0.39 0.05 0.30 0.54
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