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The Effects of Industrial Specialization on the Volatility of Regional
Economiesin Korea: the Case of Manufacturing

Jun Ho Jeong*

Abstract : This paper tests whether or not manufacturing specialization, employment growth,
establishment size, employment size, industrial mix in manufacturing, regional difference between
the Capital region and the others and so on are empirically related to manufacturing employment
volatility levels across 203 municipalities called shi-gun-gu during the period 1990~2006. Using the
spatial econometric analysis of cross sectional data, the municipalities tending to be more volatile
are more specialized; they have higher-than-average employment growth rates, smaller
establishment and employment sizes, regardless of any industrial mix in manufacturing; and they
tend to be located in the Capital region. Unlike existing foreign literature based upon the spatial
econometric analysis of cross sectional data, this paper finds that volatility of growth in a
municipality is negatively rather than positively influenced by volatility of growth in its neighboring
municipalities.

Keywords : volatility, manufacturing, industrial specialization, regional economies, spatial external
effects
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