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I 4. Aloiwl, of 5l skl Aol aked o] S <le] owlE, 198641
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Abstract

Regional Differential Growth and Spatial
Division of Labor in Producer Service In-
dustries

Hee-Yeon Lee
Department of Geograply, Konkuk University

This paper examines the changing geogra-
phy of producer service industries in the
1980s. The foci of this study are to analyze
the regional distribution of each producer ser-
vices. and to reveal the spatial linkage of pro-
ducer services. Further this paper asserts the
potential role of producer services for reduc-
ing regional disparities and for regenerating
the potential endogenous development in the
periphery.

During the 1981-86 period., producer ser-
vice industries grew more rapidly than other
service sectors and manufacturing sector. The
main reason of the raid growth of producer
services is attributable to an increase in de-
mand for intermediate services from manufac-
turing firms. In order to compete an in-
creasingly complex business environment.
firms have expanded the amount of effort de-
voted to activities such as planning. coordina-
tion and control. and consequently have in-
creased their use of producer services.

The most distinctive feature of the location
of producer services is spatial concentration
into Seoul and surrounding region. Especially
the degree of the concentration of business
services into the Capital Region has been
accelerating during the 1980s. The pattern of
employment growth and regional distribution
of producer services show a clear
core/periphery disparity. Much of the region-
al inequality in producer services is largely
due to variation in demand associated with
the pattern of corporation headquarters and
branch plants location with large manufactur-
ing firms.

The analysis of spatial division of labor re-



flects that producer services are related to the
location of headquarters in manufacturing in-
dustry. Headquarters in manufacturing firms
and business service firms tend to cluster each
other. Most of the headquarters spatially sepa-
rated from branch offices are clustered heavily
in Seoul. Especially headquarters of business
services and insurance services are overwhel-
mingly concentrated intc Seoul. The firms
whose headquarters are located in Seoul have
a linkage pattern on a nationwide scale. It is
viewed that externally controlled branch
offices have little potential for generating loc-
al multiplier effects and regional develop-
ment.

In the light of the result of this study. pro-
ducer services are not likely to disperse soon
to peripheral regions. Consequently the abs-
ence of policies directed at enhancing produc-
er sevice in the periphery. concentration
tendency would continue to reinforce the
core’s dominance at the expense of peripheral
regions. From a regional perspective. the
quality of a region’s producer service sector is
a kev determinant of economic growth. since

4~

many industrial location decisions are influ-
enced by the differential availability of pro-
ducer services among regions. Poor perform-
ance of producer services in peripheral re-
gions seemed to be linked to the region's
manufacturing base. Low-wage. standardized
branch plants are not likely to induce the
growth in knowledge intensive services
associated with high-technology corporate
headquarters.

Producer services may help to create and
attract new business including manufacturing
firms. and also to enhance the productivity
and competitiveness of local firms. Therefore
the provision of service producing activities
would be lead not only to generate and retain
endogenous development but also to attract
external firms. especially small and medium
sized firms which have a lower propensity of
internalized services. Hence. it may be more
efficient to create and expanse new locally
owned producer services rather than to attract
hranch plants of mult-locational firms in order
to make indigenous economic development.



