@ i pISSN: 1226-7147, elSSN: 2383-9171
g_l, £ "s https://doi.org/10.17208/jkpa.2021.08.56.4.112
=

Journal of Korea Planning Association Vol.56, No.4 (2021)
CHBISIE - TAIAIEI813|X| FREA|E, MS6T M4S pp.112-119

‘ ") Check for updates

A Y 2t gAY Aol o] A 813 A}

Key Determinants of Regional Labor Productivity Difference and Policy

Direction: Case of Korea
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Abstract

This paper attempts to analyze the determinants of regional differences in labor productivity and suggest a policy
direction based on the results. The component decomposition of the productivity difference was modeled using Esteban’s
(2000) method, and the panel regression analysis method was employed to determine the key factors for the labor
productivity differences. It appears that the key component for the differences is the competitiveness component and
that the determinants of this key component differ by region. In Group | (Ulsan, Chungnam, etc.), AR&D (R&D differences)
comprise the key determinant. In Group Il (Seoul, Incheon, Gyeonggi, etc.), AHC (human capital differences) comprise the
key determinant. Finally, In Group Ill (Busan, Deagu, etc.), AINV (investment differences) comprise the key determinant.
These results imply that policies should be comprehensively considered in terms of the regional production environment,

industrial characteristics, and labor productivity differences.
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Table 1. Basic statistics by component of labor productivity
difference (Unit; million won)

Division Mean Max Min Std.
LP 1.3 531 -229 19.0
IC 0.1 10.6 9.3 5.0
CC 33 257 -21.1 1.6
cc2 4.5 26.3 -4.2 56

Note) LP: Labor productivity difference, IC: Industry structure component,
CC: Competitiveness component, CC2: Composite component

Table 2. Regional difference in labor productivity
(Unit: million won)

rank 2010 2018

1 Ulsan (45.8) Ulsan (39.5)

2 Chungnam (44.9) Chungnam (32.2)
3 Jeonnam (28.1) Jeonnam (13.6)
4 Gyeongbuk (19.8) Gyeongbuk (12.6)
5 Gyeongnam (3.4) Chungbuk (10.5)
6 Incheon (1.8) Gyeonggi (5.1)
7 Chungbuk (1.2) Incheon (-1.7)
8 Gyeonggi (-0.0) Gyeongnam (-3.1)
9 Jeonbuk (-5.7) Seoul (-4.0)

10 Seoul (-6.1) Jeonbuk (-9.7)
11 Gangwon (-7.0) Gangwon ,(-9.9)
12 Daejeon (-11.0) jeju(-11.9)

13 Gwangju (-17.6) Daejeon (-15.6)
14 jeju (-17.7) Gwangju (-16.9)
15 Busan (-19.3) Busan (-18.9)
16 Deagu (-22.1) Deagu (-22.9)
National average 2.4 0.1

Note: { ). the difference in labor productivity between region and nation
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Table 3. Results of labor productivity difference among regions and nation by components

(Uint: milion won)

Industry- mix component Competitiveness component Composite component
s 2010 2018 2010 2018 2010 2018
1 Chungnam (9.3)  Chungnam (10.6)  Chungnam (25.7) Ulsan (17.0) Ulsan (22.5) Ulsan (18.6)
2 Gyeongbuk (6.7)  Chungbuk (8.3) Ulsan (18.9) Chungnam (12.2)  Jeonnam (10.3)  Seoul (10.4)
3 Chungbuk (6.5) Gyeongbuk (7.5) Jeonnam (15.3)  Gyeongbuk (3.0) Chungnam (9.9)  Chungnam (9.4)
4 Ulsan (4.4) Jeonnam (3.9) Gyeongbuk (5.5)  Gyeonggi (2.7) Gangwon (9.4) Gangwon (8.0)
5 Gyeonggi (4.3) Ulsan (3.9) Incheon (4.4) Jeonnam (2.6) Gyeongbuk (7.6)  Jeonnam (7.1)
6 Gyeongnam (3.0) Gyeonggi (3.7) Gyeonggi (-0.1) Incheon (-0.1) Seoul (7.1) jeju(6.1)
7 Jeonnam (2.4) Gyeongnam (1.7)  Gyeongnam (-1.3) Chungbuk (-1.5) Dagjeon (3.5) Jeonbuk (4.7)
8 jeju (1.9 Incheon (0.5) Chungbuk (-5.2)  Gyeongnam (-5.0) Deagu (-3.4) Chungbuk (3.8)
9 Incheon (1.0) Jeonbuk (-3.3) Jeonbuk (-7.4) jeju (-8.7) Jeonbuk (2.9) Busan (3.5)
10 Jeonbuk (-1.2) Gwangju (-3.4) Seoul (-8.4) Seoul (-9.6) Busan (2.3) Deagu (3.2)
11 Gwangju (-3.9) Seoul (-4.8) Dagjeon (-9.3) Jeonbuk (-11.2) Gyeongnam (1.7)  Daejeon (2.8)
12 Seoul (-4.8) Dagjeon (-5.0) Gangwon (-10.4)  Gangwon (-11.7)  Chungbuk (-0.1)  Gyeongbuk (2.1)
13 Busan (-4.9) Busan (-5.3) Gwangju (-13.5)  Daejeon (-13.4) Gwangju (-0.2) Gwangju (0.8)
14 Daejeon (-5.2) Deagu (-5.7) Busan (-16.7) Gwangju (-14.3) jeju(-2.0) Gyeongnam (0.3)
15 Gangwon (-5.9) Gangwon (-6.3) jeju (-17.6) Busan (-17.0) Incheon (-3.6) Gyeonggi (-1.3)
16 Deagu (-6.0) jeju (-9.3) Deagu (-19.5) Deagu (-20.4) Gyeonggi (-4.2) Incheon (-2.1)

Note: ( ) is the value for each component
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Figure 1. Trend of labor productivity differences by clustering
groups
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Table 5. Results of panel regression on components in clustering groups

Industry- mix component  Competitiveness component Composite component
Cluster group  Division
Value t-value Value t-value Value t-value
Coefficient -1.47 1.00 To T 8.89 1:Ba 8.06
Group 1 Constant 38.50™* 10.13 14.80%™* 8.61 12.92%** 2.81
R? 0.0055 0.9391 0.7313
Coefficient 0.81%** 376 1;02%% 8.61 0.86 310
Group 1 Constant -0.87 -1.28 1.52%** 518 -1.47 -3.63
R? 0.6106 0.7683 0.557
Coefficient -0.57%** -3.83 082 20.98 0.74%** 4.48
Group I Constant -16.46%* -8.28 -3.32%* -6.30 -16.74%* -893
R? 0.030 0.8470 0.2975

Note: #**, ** * mean statistically significant at 1%, 5%, 10% respectively
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Table 6. Specification of independent variables

Variables Detailed representation

Regional transportation infrastructure

investment/Gross regional domestic product

- National transportation infrastructure
investment/Gross dormestic product

AACC

Regional number of college, university & over

/Regional Economically active population

- National number of college, university & over
/National Economically active population

AHC

Regional gross fixed capital formation/Gross

regional domestic Product

- National gross fixed capital formation/Gross
domestic product

AINV

Regional research & development investment

/Gross regional domestic Product

- National research & development investment
/Gross domestic product

AR&D

Note) A: the difference in each variable between region and the rest of
the nation

Table 7. Results of determinant analysis by clustering groups

Group I Group I Group I
Division
Value t-value Value t-value Value t-value
Constant 2694 11.3"** 52 -594** -1367 -15.5°
INV 59.20 520* 534 1.74* 497 7.077*
R&D 130.8 413"* -1184 -1.40 757 046
HC 69.1 2.06* 3200 2977 3390 1.93*
ACC 958 11.3"* 574 -011 -5161 -1.15
R? 0.8209 0.6182 0.5236

Note: #+*, ** * mean statistically significant at 1%, 5%, 10% respectively
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