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ABSTRACT

An Empitical Analysis on the Effects of Deregulation in Capital Areas:

Firms’ Location Change through Difference-in-Differences Framework

Hong, Sung Hyo and  Im, Junhong

Kongju National University Chungnam Development Institute
Division of Economics and Trade Office of Research Planning Coordination
Assistant Professor Senior Research Associate

This study empirically analyzes the effects of deregulation in capital areas in 2008 using
difference-in-differences estimation. According to the results of new firms' arrival based on Census on
Establishments ; from Statistics Korea and those of firms' location in the industrial complex based on

"FEMIS | from Korea Industrial Complex Corp., although there seems that the gap between capital and
non-capital areas tends to shrink in the first half of 2000's it could be observed that this tendency has become
weaker due to the deregulation by the central government. Especially, after the deregulation it seems that
there are more new manufacturers in capital areas than in non-capital areas by, on average, 1.5 establishments
in each Eup, Myun, or Dong. In addition, the analysis on the number of firms in an industrial complex shows
that the number of large firms, compared to that of small- and medium-sized firms, decreased more by 4.1
firms in each complex on average in non-capital areas with statistical significance, while such changes in capital
areas are not statistically significant. When the non-capital areas are divided into the parts,
Gangwon/Chungcheong and Honam/Youngnam/Jeju, the degree to which the relative number of large firms

declined is greater with the latter.

Key-words: deregulation in capital regions, firm's location decision, difference-in-differences estimation
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