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ABSTRACT

A Study on the Effect of the Degree

of Local Development on the Facility Investment

Mi-Jeong Shin

Korea Energy Economics Institute

Bong Geul Chun

Department of Economics, University of Seoul

This study aims to analyze the effects of the degree of local development
on the facility investment. For the empirical analysis, we use a unique firm-level
data published by the Statistics Korea, ‘Mining and Manufacturing Survey data’,
and ‘Less Development Indicator’ made by the Korea Development Institute.

To analyze the relationship between the degree of regional development and
the firm's facility investment in the region, we use the increase rate of facility
investment as a dependent variable and the less development indicator as a key
explanatory variable. However, since the Mining and Manufacturing Survey data
does not include the code number of each surveyed company, we cannot employ
the panel analysis. Consequently, we adopt two different approaches.

The empirical results show that the degree of regional development has a
positive effect on the firm's facility investment. That is, the firm located in less
developed region more actively engages in facility investment than firm in

more developed region.

Key words: Less Development Indicator, Regional Facility Investment, Regional
Development Policy
JEL classification: H73, R50



