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On the Estimation of Regional Job-matching Functions of Korea

Jun Seok Yang* - Ho Yeon Kim**

Abstract : This paper analyzes the interactions among regional labor markets in Korea. Specifically,
we focus on the job market externality between neighboring regions. To estimate the job matching
functions, we construct panel data on unemployment, vacancies and hires for the period of January
2004 through December 2007 for 15 cities and provinces in Korea. We employ various spatial
econometric techniques to avoid the problem of spatial autocorrelation which frequently arises
when dealing with regional data. Main findings are as follows. First, estimation results are
consistent with conventional job matching theory. That is, as the number of job searchers and
vacancies increase, the number of hires also rises. And it is relatively easier for firms to hire
workers than for job seekers to find jobs. Second, it is found that, other things equal, the possibility
of job matching is higher in large metropolitan areas than rural areas. Finally, the findings show
that the number of job searchers in neighboring areas is negatively correlated with the number of
hires in the area. Likewise, the number of vacancies in neighboring areas is positively correlated
with number of hires in the area. These provide clear evidence on the existence of regional
spillover effects.

Keywords : job-matching function, regional labor market, spatial autocorrelation
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