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Abstract

Regional specialization of manufacturing industry has been attributed to wage gaps across regions. However, it is

problematic that previous studies have been disregarded the extent of specialization of manufacturing. To address

the limitation, this study measures the degree of specialization in manufacturing by three methods, and analyzes

the relationship between regional specialization of manufacturing and wage. Using a panel data of 16 metropolitan

areas and provinces from 2007 to 2018, the results from the dynamic panel method indicate that the relationship

between specialization and wage varies depending on the measurements of specialization. More specifically, it turns

out that absolute specialization and the average firm sizes in specialized industries are positively associated with

wage, as specialization can positively affect productivity via rich labor markets and knowledge spillover effects. In

contrast, relative specialization is negatively associated with wage, which implies that concentration in particular

low-tech manufacturing industries can negatively affect wage. Based on the empirical results, we suggest policy

implications.
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Table 1_ Specialized Manufacturing Industries by Regions

Region | Rank 2007~2018 2016~2018
1 Wearing apparel, clothing accessories and fur articles Wearing apparel, clothing accessories and fur articles
Seoul 2 Reproduction of recorded media Reproduction of recorded media
3 Leather, luggage and footwear Leather, luggage and footwear
1 Leather, luggage and footwear Leather, luggage and footwear
Busan 2 Fabricated metal products Textiles, except apparel
3 Textiles, except apparel Fabricated metal products
1 Textiles, except apparel Textiles, except apparel
Daegu 2 Fabricated metal products Fabricated metal products
3 Pulp, paper and paper products Pulp, paper and paper products
1 Wood and of products of wood and cork Wood and of products of wood and cork
Incheon 2 Furniture Furniture
3 Other machinery and equipment Other machinery and equipment
1 Electrical equipment Motor vehicles, trailers and semitrailers
Gwangju 2 Motor vehicles, trailers and semitrailers Beverages
3 Beverages Electrical equipment
1 Pulp, paper and paper products Pulp, paper and paper products
DaeJeon 2 Beverages Beverages
3 Food products” Medical, precision and optical instruments, watches and clocks”
1 Coke, briquettes and refined petroleum products Coke, briquettes and refined petroleum products
Ulsan 2 Other transport equipment Other transport equipment
3 Chemicals and chemical products Chemicals and chemical products
1 Furniture Furniture
Gyeonggi 2 Pharmaceuticals, medicinal chemical and botanical products Electronic components, computer”
3 Reproduction of recorded media” Pharmaceuticals, medicinal chemical and botanical products
1 Beverages Beverages
Gangwon 2 Non-metallic mineral products Non-metallic mineral products
3 Medical, precision and optical instruments, watches and clocks Food products
1 Pharmaceuticals, medicinal chemical and botanical products | Pharmaceuticals, medicinal chemical and botanical products
Cl:lzﬁg 2 Beverages _ Beverages ;
3 Food products Electrical equipment
1 Non-metallic mineral products Chemicals and chemical products
Chung 2 Electronic components, computer” Non-metallic mineral products”
e 3 Chemicals and chemical products Coke, briquettes and refined petroleum products
1 Wood and of products of wood and cork Food products
Jeonbuk 2 Food products Wood and of products of wood and cork
3 Pulp, paper and paper products Pulp, paper and paper products
1 Coke, briquettes and refined petroleum products Coke, briquettes and refined petroleum products
Jeonnam 2 Chemicals and chemical products Chemicals and chemical products
3 Basic metals Basic metals
1 Basic metals Basic metals
Gyeong - :
buk 2 Electronic components, computer Textiles, except apparel
3 Textiles, except apparel Electronic components, computer
1 Other transport equipment Other transport equipment
Gycong 2 Fabricated metal products Fabricated metal products
e 3 Other machinery and equipment” Electrical equipment”
1 Beverages Beverages
Jeju 2 Food products Non-metallic mineral products

o9

Non-metallic mineral products

Food products

Source: Statistics Korea, Mining and Manufacturing Survey(10th Revision), Modified.
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Table 2 _ Descriptive Statistics

Variable Obs Measurement Mean Std. Dev. Min Max
Inwage 192 log(wages of manufacturing) 17.36 0.23 16.77 17.95
AS 192 log(sales of specialized manufacturing) 30.50 1.43 27.06 32.79
RS 192 Percentage of specialized industry to manufacturing 0.44 0.22 0.15 0.87

SS 192 Number of labor in firms of specialized manufacturing 4.02 0.59 3.06 5.22
Education 192 Average year of education 2,51 0.07 2.35 2.61
Y 192 log(GRPD of manufacturing) 18.67 0.35 18.03 19.52

SL 192 Percentage of manufacturing in GRDP 091 0.04 0.79 0.97

SI 192 Percentage of full time labor in manufacturing 0.28 0.15 0.03 0.58
SMA 192 Seoul, Incheon, and Gyeonggi=1; and otherwise=0 0.19 0.39 0.00 1.00

Source: Mining and Manufacturing Survey(10th Revision); Economically Active Population Survey(Statistics Korea), Modified.

£ AY oA -89 AS FAlE| flsl] 2149 0] ZAIe 7125 AS <Table 2>l AIAISFACE
Az W A 1182} tiH] 482 vlES)S 18+ <Table 3> ¥ 7+ AYHRHAIE Yehfiar Qlct.
29 dlelasa geiict stoR, SR AN Hek Zo] e Sol Aoy SskeEt &
ARSMAE A&, 17, 7] A9 Aol 1 S B |Armet Ziet AT Hol= A e
2, Umz) (e 0om E4s)qrt 2 UeRith B3 Esls Rl 8 7t o
o] AT BE Wg= FAAS] =7 AEE 2 ATAE e Qict E96] Euid Skt
Ewww.kosis.knE EE519.0H, AxH] A7t & Sty B |9 =2 ARHAIE Holal §)
St R, J93 182 FEd- oA AR o] ¥i4= 7 7Rt ATl tss41439] flde] &
o] FYG-AXPRAE, BHuwSAs= 1-8AEY A 4= St a2y viF A5 A1 A3 Fdghol
A EITEAL 22 299 A=Y GRDP= 4482 UER} BAdute] & EA7} HA] g2 A e
SRAG - A AR S Fote] ARE 5ot ® 2 UehRh
Table 3 _ Correlations of Variables
Variable Inwage AS RS SIZE edu- Iny SL SI SMA
Inwage 1.00
AS 0.63™" 1.00
RS 0.12" 031" 1.00
SS 0.68™" 0.66™ 0.33™ 1.00
Education -0.10 017" -0.28™ -0.24™ 1.00
Y 0.66™ 0.70™ 0.50™ 0.76™ -0.27"™ 1.00
SL 0.45™" 0.20"™" -0.42™ 0.20 0.02 -0.09 1.00
SI 0.68™" 0.83™ 0.14™ 0.72™ -0.45™ 0.65™ 047" 1.00
SMA 0.19™" 0.41"™ 0.15™ 0.13" 037" 0.30™" -0.07 0.11 1.00
Note: Mean of VIF between variables is 4.48.
Source: Statistics Korea, Mining and Manufacturing Survey(10th Revision), Modified.
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Table 4 _Estimation Results

Model 1 Model 2
Variables (1) ) 3) (4) (5) ©)
OLS FE sys-GMM OLS FE sys-GMM
0.899"" 0.544"" 0.739™" 0.901" 0.509™ 0.557"™"
‘Wage(t-1)
(0.021) (0.076) (0.125) (0.021) (0.068) (0.154)
0.197" 0.097 0.253 0.200™ 0.011 0.052
Education
(0.087) (0.276) (0.280) (0.088) (0.252) (0.241)
0.004 0.101" 0.077" 0.004 0.091° 0.086™"
AS
(0.003) (0.029) (0.030) (0.003) (0.026) (0.029)
0.008 -0.423™ -0.304™ 0.009 -0.501™" -0.468"™"
RS
(0.013) (0.130) (0.129) (0.013) (0.132) (0.160)
- - - -0.004 0.103"™ 0.098"
SS
- - - (0.006) (0.040) (0.047)
0.049™ 0.060 0.060 0.052™ 0.069 0.069
Y
(0.014) (0.058) (0.054) (0.015) (0.060) (0.059)
0371 0.590"" 0.448"™ 0.374™ 0.572" 0.539™"
SL
(0.099) (0.186) (0.180) (0.100) (0.181) (0.182)
-0.032 -0.091 -0.186 -0.027 -0.153 -0.172
SI
(0.037) (0.213) (0.202) (0.038) (0.243) (0.238)
-0.025™ -0.026™
SMA Not identified Not identified
(0.009) (0.010)
-0.065 3.114 - -0.149 3709 -
Constants
(0.280) (1.927) - (0.334) (1.869) -
R2 0.988 0.982 - 0.988 0.983 -
Obs 176 176 160 176 176 160
Region effects NO YES YES NO YES YES
Model test - - - 0.44 11.66™
Year effects NO YES YES NO YES YES
AR(1) - - 0.011™ - - 0.0117
ARQ2) - - 0.103 - - 0.148
Hansen T - - Not reject - - Not reject
Notes: ""p<0.01, “p<0.05, p<0.1. Standard errors are in parentheses.
StTto. whebA] £ =2 Model 29] A28l GMM B RN Segae S8l 21 At
AINODE THE=E AFoles it = Y= Adid B3t E4 219 U B3l

6) A2 GMMe] 7
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