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Japanese Manufacturing Firm’s Location Choice in Korea:
Agglomeration and Trade Union
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Abstract

In this paper, I analyzed the location choice of Japanese manufacturing firms in Korea regions.
Using the data set on Japanese foreign invested enterprise in the period of 2006-2009, I explore the
role of agglomeration economies, trade union strength, and their interaction in determining the regional
locational choice of FDI, after controlling for production cost, labor quality and accessibility, and other
factors. Employing the conditional logit model, I find that regions with higher agglomeration, higher
human capital, and lower trade union strength tend to attract more Japanese manufacturing investment.
Furthermore, strong trade unions weaken the agglomeration force in the case of Japanese manufacturing
firms. Meanwhile, in the case of Japanese knowledge-based manufacturing firms, agglomeration
economies are a very important factor in determining the regional location choice. However, the strength
of trade unions is not an important determinant of regional location choice of Japanese knowledge-based

manufacturing firms, unlike overall manufacturing firms.
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1. EU&IC

MEFE AR DI AT S AL O BRI EDOARE RS D L LI, BFEBRICEES
BBz RI2 o £0720, FEIGHIBFEF OFR O 72D I2, SHEEFEDOFBEHEF 2 BMIL S €TV 5,
HEOY GG 1988F A E A ML Z g Ly HRBUF 7210 Tid % < 5B b A ELE
BEOFUD 720 DOWEE 2 RIS 72, ZOBMBE LCid, #HBEAERROERICE ), ik
D OFEFEFEEE M S 72D ICHAORIEAR 7T Tl % CAHEEARDFBICH 2T 7295 Th %,

HLEID OB E E 19974E 0@ EfEE U O10FERM R E CHML T BERFICE > THEE
—HZER L7z LA L, RILIZH o T SHEEHZEE OB MO Z V388 L L7z SO, $8 ol
PUIEIM L CTHB Y IEDOFETN NG SN BHEFHTH 50 KT, 20064E LM, FHENE R E O
AR L, SHEEZEREORABREZ RS BB L TWD, ZHIIHEMRFEZ T TIE RS,
HEREIZE > THIRETE LTENPEHLL TWDE I E2RRT %,

HEANOEEVAIRZEE & LT, mERE, HELRAERN BHABEF 05t (B
& FWHT) A EDRR S N DN KRS AL R ERARAYYHE S O FEENIE I 7 R K T
HBHEVI RS DH D, BWEHGRFEFT (2008) 1. FHERZED33.4% 25 EIN T OHIEDREEE
We LT MR 297 ERMR ] 246 L T b,

WV EERE O ERFIZET 5% < OWfgtid, FRERICET 5 &% 0%EM (agglomeration)
CEERECEOER. €L TAWEA (human capital). 2 F ) B OE % Vb E D EE %
TR E L THEIFTW5b (Schmenner, Huber, and Cook, 1987; Friedman, Gerlowski, and Silberman,
1992; Woodward, 1992; Smith and Florida, 1994; Head, Ries, and Swenson, 1995; Head and Mayer,
2004; Fukao and Wei, 2008 Z/H), 4512, EREIZAEOVHLIREICHETAMEICB VT, EELE
WeAhmIh, ZLEALONETE (+) OFEEKREHRE LTV, Ll FHEEERT
5 DEM (Agglomeration) (ZAMHBREFEZZT TlE 4 L AHEARFEDED T, T2bb, &
SELPEEOMBEDOTLRE L B, EROBEMEDOREL LM 0T b X OFE & A OWEE D
FEVEZBT 2B TV OMGED, BN SN HEmN 2 FINISEEZ G 2. ThbH0ED
ERMORE LA (F721 BHEHR) CXoT HERSNIREZIET L LV,

AWFFeCld, EEERR. FEHOELEEEL EOMOVHREDERNE T P u— v LT, G
A OWBENSHARBEEOEEHEITENEZUTT, VHEEICED L) BB L2525 0% 0T
%o S 51T, Puga (1999). Munch (2003) DL DET) & F7 MG DO E I BT % Hr PR
BHETNVORREN S, Friifl e o) FRORFEROMBEEH 2K L. b, Jri#a o
WHDBEROE 2B S LD EMGEET 5o HEBDVHMSIMRY . HHEFKEORELN & L THEM
LI G OMENEH 2 W58 L 7295 2813 e v e b b,

RIFFEOREBUIIRDE) Th %, 2 HITIL, BN EHHMAZHTIT 5, B3/ TIE, FEiLE
TIVRETF - ZIZHLTHMHL, 2O EAHITIEZ, FEAEDW O REZ W5, £ LT, 5
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Tl ORI ZZR L. RRKEBNS,
2. HERIGAES

FREEEICRT 2 REOEMIC L 2 F12E (Agglomeration benefit) X, FrifdFEHYD 5 T%
CIRZEENTE 72, Krugman and Venerables (1999) FMEEERIIFHVEEZ T TIE R, B0FE
Wbl 5 LR 720 O 133 L EEDOHEIEDOILRE L B, EROBEVEDOFLEE & HF 5
DFHERE B X OFHE & AMOMEED FEEIZB§ 2 Frid P 7V O Eds, il S h b P
W7 TPENE A5 25 LT 5. TN OEPEROBERE EARRE (L7203 BEMR) 12X
T, RSN BEZRET L EV I,

ERDEREAEM A Ry b — 248 L) ZEEMOMBOILTZ/EY ML, Kb
SN~ OFEZ N L35, FLTHEEL S OBREOLENLIC L 2 hHEAM IR LI N
BAMHH B THBEORFEZAINT 5, 72, WML Y FOBR~OHEES X UHH
Zh Esg, REMOBESFENZHIMS % (Krugman, 1991; Poter, 1998) o

=7 FBREEA () ONERRIERBIED T QR E BAA, RFEDEEA TR HIL T,
D72 IS NEMOBMMEZ RS2 L) 120D, BEDS J X=2 3 Y 2T
bo 72 BEE L 72EM OAPEM B X A pE R R WY ToMIb Sh72id 2384 ¢ %, (Chang
and Park, 2005) .

L72h > T —EDWBEBENE 2 5NIRW T, SHEANOREOTHIE, ERmORFNE & R
FHORS S (ER) ISEBEZTLTHAHH. FIC, TG OIAEZ ZRE L 72 Bl £ 7
Wi, HRE L LA OB EMEAER R R TS, MG O B L 720
B9 % Munch (2003). Puga (1999) ®EF IV L 5 & HuIs j 12 03 OFEIE ER (B3R
LI G DB OBBTH %,

ﬁiJ:ﬂ(nj,(lj,T) (1)

CCT m i jBOFMEEECET 2 E¥ERE KL, i jBoOGBHEOEE R
BRI IR 2 DT AR < FEIC X > TEA L BH2WHENICEL 2 &% 2L, 4t
E 30 j HIEAOHIZKRD L )12 %,

]?=/17r(nj, @, r) (2)

SIT [l jRBONEEEOBORMERL, AFIE (+) OERTH 2,

FESENE iR SN AWk B OKETIE, j HIEANDORFEDHII TR EE 525 2D
DORRIMAFS B0 —Dld, HEERMIC L BIHMEDTEN T, IS T B 1 22> 7 1 TH
LS, 9 —DId, HEEEMIC X HAEEW S XORRTHOBFPA (—) OIEREIED
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HMLUREOFEZ FESEL, —EDWMBERHAGZONRN T, REQTHITEEZ L2 5%
FiEMunch (2003) TIRRENZZTORB)IZ L o THRTE 5,

d_n:2(12—1)(2n—1)[(r+1)anf(21—1)(n-1)(1—a)Y]
dA (t+1)n [(r-i—l) n (4 l)n)]

(3)

9L OWINE A (=ny/(n+n,)) DRIMZ BR L dr/di>0 DHICIE, HERMOIHRREFE A
TR (BB F 7 LRMRIR) 23X L. de/di>0 OBE IR B BN R E % 52
WS %o L72dio T da/di>0 OG5 13 AMHRRETE I X 2 B OREFEERMED R X 2584
FHEE LT 256 TH L. L72h > T [AMERIET 2 REOERIIERFEOHITIE (+)
FE A (-) OREELSR 5,

T2, W HEMEOLEBENORE EVRLZLLGETIE, L, a>0, O34E T HMunch
(2003) &, AHKICERNTTEAE DD 5 IR F 72 1E, o g HITIT S B W 7 I A3
BNhasZaRL7, CREFAMEEEOER L FEHMEOLBENIOMEEHICL 230 TH S
(Munch, 2003 /) .

FEHE OSHII AR LTI, I B X O S - BERSr @ oikIc X - T Tk
BRI SR AL S B o BRI G7 BRI A DLW ORI A AR D I O F7 B 2 B R 2 2%
P Z LS D, $7o, HIROBEFKEZ WD S, RHN R ZEAT 205D HTL %,
COHAITIE, EROINRRFEIRILSIND Z LR D KIS, FIHAOREHOK X L3k
FEBHZMARIEL I LIZL o TAFREDIR S B 5. S ORI LRI 2 U, FEROFHEB
BFEETLSE D, Led > T BHEFEMEOLEN OMEMERIZIMEAED T HIZIE (+)
Tk, A (-) ORBELZLTHAI,

/>0 if (dldn/di])>0 or /<0 if (dldn/d])<0 (4)

3. FAETIHLUVT—4

1) RFEEETI
AMFZE TId H AR 3E O i 1 A3 O3 G HUId o0 B IU B % 5 2 5 IR O O R A % 5547
T 572012, &M fte Yy FET IV (conditional logit model) # 3 %, McFadden (1984) 7%
GRS TGN T Yy TV, EMIEE #EET L8 TREDO IS S DR D Z L
HHIR O FEIRERIZH 2 5B HETH I EVTE 5,
COETNVIE, BREEEDPC L OhDOREOH T, FEDORELEIRT RN ED L) ¥
HIZLo TRESNDDZBINT L EEIHHLGY -V TH D, % OUWHMERIE Mg EINE
EOMT Y —NVELTHCONS, HAME 13, BENORKEWREZ MR (18) j TR
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SNZEREGICEI LTV EHMEL, i FHOHAMRED jHEHOWEIC T LI LI2E o
T O N B AR 7 \SRE G HIROFE X, & FGEHOMETH %,

m=ctX;f+e; (5)

cIEBHTHY, X3 j HFHOWEOBH W R 2N PV TH D, g RHEERBONT b
Vo € I3RRAETHTH LD, b L. € PPILINT, Weibull FERIEIIHED % H1F, HEHIR ORI
MERIZKRD L) IZEKBTH LN TE b,

exp(X)

"IE w00 ®

Z Tl B2 ONBIRREDD, FEE L E % IR A MERIGBIRDNEF I HE 2 21
BOWEIGET 5. COREIZMERZHET H72DICUETH LD EWICEL 2 ENEOTED
RN B3 R AR BARDEAE T 5 7 5 IXIEBENTH D 5,

2) F—4

KBTI RS> T, BRI E T 5 HARETH 5. B RO LB
NSRS Ca 0 . WINIX20064F 2> 20094 K £ TTh 5o

ABFEDOI G2 % M DHBIL, 160EBITED ) 5. K L P Z I UOHHTSH 5.
L7275 T 4550 HAASEAAD BT O & K5 0 M0 & S 2 B % 504F 5 5 DTy
5o

WEHAAZ S

FEF AL B E O HIEAEF R M9 5 [HHEABCE SN 2O L7z, ZofmHucid
FE G SO L7, SEM, 3% L7222 SRS T b, AFETHWS T - %
(X, 20064F 2> 520094F £ TOMIBHICHRMIZ V. L 72 HAE R OREREDOER TH %,

SLEAZEH

#1123, KO DFHMEKDONY bv, X BFHMEN TV 5. FIIIEBITRZEDOFIEIHE
ZGR5 &) RAEEBHICHEL TWb. ERICHT 27— 7 13— BRI N 2 Ml NIZFTHE
$ % 3 -digit #EEEAERESE B (KSIC) ORI PESE O SR & A PESE O H ARSERTIE L 72,
b LERIC X 25 REE AR F L D K& Fhd, 2 o08MEARKIZE (1) oF5 2R,
W, SHRREFEIMHEAREE L DS wiThud, B (=) OFT2/Rd. KRIZ, WHOHBEED
RFENDKESONHELRE LT, DA MF A 40 B BB Z > 720 F7h# & ORI
RPN DLEF o T FHHEDOMEIBLOLENPRENIEEZREL TRV, T %
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x1 HEAZTHOHA

B, SO H] T

el o I WEADT
(Agglomeration_DM) 1+Hu 38> 3-digit KSICO [l E 3 0 i S 8 S S P
A 2 D e o — . TR,
(Agglomeration Jp) | [THHR® 3 digit KSICRIRLER 0> 1A% N S
THOREI DK E R TR,
(Union power) WIRDA T 7 4 %5 Y BSHR AR R
L R . L e
H Ao H A3 O S A O [ 26 B < 5 LA 0 L0 56571 O
X FHLD ) FAT B
LA s s WEADT
e Capital RO AR R AL MR ORI AL el L
1A% ) %7 GDP o WA, .
(Per capita RGDP) BILDIGDP/AIO A B

NA g2 AT I =3 A 7
%@ig*ﬁhﬁ MU OB H 1A% ) B 4/ ko> CPI gi&@g%%ﬁ
P s oo WEADT
o oyment ate) | IO KR H HAMO RSB ALY ot e
EH 5 s e B 0 B S T S
(Free Trade Zone) HHEE S5 % M3k o ;4. Dummy =1 B3 A

BHEDOLENORNE S 2RKTIE, FIHHEOMER L) ZORIERDIZ) HEL T2 LH
Wrl7zo SOEBPRETNE, FEHHAEOZENORECOTH (-) OF T,

EREFEHMEORBENOMENER 2RI LT, EBXFHOKH (Agglomeration_ DM X
Union power) & BABEER x 57l O%H)) (Agglomeration_JP X Union power) T3 0. #$Fi
OIERREF LT 522 01X IE (1) ofF5E b, ERONERFELELT 250138 (-)
D7D,

ABERI, HEOILBEOKEL EOFRE % Ff o 7- B8 N O xR F GBI A L %
M2, BEREOEWTEINECOMIBO NWEAR, K2, BHELZED L, TL T, HAD#R
HEEEEMRICE T 2078 TR, AT (RIS RIYRETD) (keI 2 R AR HE K & 2 A
BOWIRTHY, HEVAT AL S>THETHSL I EDFHLNIZEN TS (Schmener, Huber,
and Cook, 1987), F 7. KERIIHEDLNIBTENOLERTH 5, mLRFERIL, KIEHR
R L BOIGFEHAHTEED 2 02 BRI 5D0L LTEETH S (Carlton, 1983), #\VIER
) E EOMRT S 2 LT 72ZZOBROBH LB S, AEHHICE () OREE
52 %0 Wi 1 NS ) BT TEH RN 2 LT RHLEKTH S, LA L, Becker (1964)
W& B e, FEHEPRHCAWNERAOMEi L LTEEE TS %61, B, FlEOBE2
KILERIZ %D L), AFFETIE, T TICANEARZFTHELLKIZED TV L 05, HEAKIIA
(=)D E»HfEENG, BRHEZHEIL. 2l HIE S L LTREShZTwIuX L,
ZHTHRITNI0ODEZ L5 IR TH L, L723> T, HHESWHERIIIE (+) OfF 5
IR SN 5,
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4. KEEMAOFER

1) 2BFREEOHTERER

2 IZHAROBEERFEO T HEINO ST Y~ b (conditional logit) €7V DIHEERERTH %,
SRBTEEOEAKIZI094TH ) . HESERII221TH S, 9. Model 1 DIfEEREREZ RS &
EREHOREA02TH ). MEHMICIAETH S, SHIC2THOHARSFEOEROBREIE
LATH ), Al DHEAKRE L% THEETH S HAREDT XV HEHERE ORI B
WTH BRI TSR LI HT 5 e v ) HEE T LR TH S (Head, Ries, and Swenson,
1995), #M L HAREOEBMOBREOKE S % KT 2 L HARBEOEBOLEAHR 7L E W
CEDbhD, TOZLIFHAREDTHBEIRICE W CTHRBEOEMAER 2 EH 2R L Tw
52 ERRET b HARDS EHE RO HRIUIIE U IS FMESE IR T 2 3 EOMEDLEAE
Ay M7= OHBREFEE SR TWD EF R b

x2 2FRELEOIHMBIROBR

Model 1 Model 2 Model 3
1% 0.206" 0.252" 0.210"
(In Agglomeration DM) (1.900) (2.207) (1.949)
H A A3 0 4% 1.413™ 14347 1.553"
(In Agglomeration_JP) (8.503) (8.593) (8.666)
FHRADZEWI DR E S -0.135°
(In Union Power) (-1.669)
R < FFHLO W) -0.027"
(In Agglomeration DM xUnion Power) (-2.128)
HAASE DR X S5 LD 2T -0.079™
(In Agglomeration_JP xUnion Power) (-2.209)
INISLEEN 0.059" 0.057" 0.057"
(Human Capital) (1.937) (1.879) (1.874)
1 A¥7-0 58 GDP 0.666 0.508 0.469
(In Pep capita RGDP) (0.926) (0.692) (0.630)
1 AN FEES -1.974 -1.685 -1.828
(In Wage) (-0.796) (-0.675) (-0.732)
SR -0.238 -0.279" -0.288"
(Unemployment Rate) (-1.440) (-1.665) (-1.699)
H HI# 5 Mo 0.449 0.388 0.380
(Free Trade Zone) (1.573) (1.342) (1.307)
PR (N. Investors) 221 221 221
HEAKL (N. Obs) 3094 3094 3094
Pseudo R? 0.297 0.298 0.299

W) LoE, e IR 2 AR HEL0%, 5%, 1% THETHL I EERT,

2. FEIMNI-ETH % o
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—F. COMBETEELZERTD 2 HEEMIBOF@HHE OB ERIHEWICHELA (-)
DEZRETWE, 202 LIFHAREDOEEMIFAO T HEIRICB T, FEHGOLEI oK
EEIVHOWEEGRADEVIRBETH L. NWERPHAWICHEZIE (+) HzRETW2%,
L7255 T, HAOBBAIEIIERE RIS, HARBEOER) & AWEERDE L FEMAE O
NHFGA MR BRI L LGRS 5 2 L%,

Model 2i&. Model LIZHR & 7B G OB OMEMEH 2 RS EEEBMENT VD, 0
ZROIHMEIICHELRA (-) O RETw5b, T2 Lid, HEHE ORI ORI EHE
FRIROF BT 2 B R S THEEEBMRZ ML T 28R I 0 FEHMEG L OB TRET Z 4
MBI TH D Z L ZRRT b0 T KRERPRIAMICHE LA (-) OEZAE TV,
CHIIE (1) ORELZH5 2250 BN LTI TR TH L, LirL, ZORRITHA
ZED VBRI T 2 MOWTE & —F L 2 WRER Tld % v, Head and Myer (2004) (& H A3
DX EUBHRE O E—IUZ B 278 TRIERDMATCAE LA (-) OF 52 HE L T b,
R L 72307 B~ O FE T e PE & JERIEHME TR (L LA, BuRERITRVIIEH I OY
ZRITPBHN

Model 3i%. Model 112 HARMZED LR & MG OB OMEANEH % LT EB > EMSI T
W5, Model 20458 & [ UK MENWICAERE LA (-) OfF 5% Twd, FFEHMEOREEHEIDORE
S5 HAREOEROINER 2 ML SRR ERTE %,

2) MHEBNEEOHTERER

7 31T H AR DRI RS RS O VORI 3 2 & o ¥ v b (conditional logit) €7V
DHERERTH %o Mk EEREIL, OECDDOERIHE > CHFMNEESE (ava -5 -,
Btk sr, ETEBAN. W - RS GBS, B - REE - OLEREER) &oP-mHui G (b
SR BRI X OB, AU, FEEE X AN TH Do ARRIHEREEOBEARUL
2170 (155x16) TH . HEREHIIISHTH 5.

Model 5 Tld. $£f& & FEME OB OMEMER 2R TERGENTB Y., THEFITHK
FMAERELZA (-) OREZH 2TV LA EIISH 2/ R TldZ v Model 6Tid, HA{RZE
DHEREF A OB T OM BN %2 KT EBI G TN TV METICERETIE RV, T,
TG OB AT L A EHARBEOEROBLISEEEZ RIZSHEVEVIRRTH L, HAD
AR RSSO R E I BT, FEMEGORE NN S I EHETRVEFT L %,
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®3 HMAEBIEROIMRIRER

Model 4 Model 5 Model 6
I 0.406"" 0.452"" 0.397""
(In Agglomeration DM) (3.129) (3.313) (3.102)
H A A3 o Ha 1.066™" 1.094™ 1.169™
(In Agglomeration_JP) (5.821) (5.928) (5.980)
FHOZWIDORE S -0.138 )
(In Union Power) (-1.380)
S X RO LW T B -0.029" B
(In Agglomeration DM xUnion Power) (-1.797)
HAARSEDERN x F7RLOZEHT) _ _ -0.058
(In Agglomeration JP xUnion Power) (-1.459)
IN:SEEEN 0.083" 0.080" 0.082"
(Human Capital) (2.162) (2.100) (2.133)
1 A7 1 3% GDP 1.183 1.016 1.091
(In Pep capita RGDP) (1.374) (1.156) (1.231)
1 AN7:0 FHES -2.83 -2.545 -2.917
(In Wage) (-0.908) (-0.812) (-0.933)
R -0.384" -0.433" -0.407"
(Unemployment Rate) (-1.780) (-1.973) (-1.841)
H H1#E 5 i 0.473 0.394 0.443
(Free Trade Zone) (1.316) (1.076) (1.207)
P EE (N Investors) 155 155 155
A% (N. Obs) 2170 2170 2170
Pseudo R 0.303 0.305 0.304

) 1, R E R 2 EKHEL0%, 5%, 1 % THETH S I L ERT,
2. 55N t-ETH 5o

5. HYIC

ARHFZETIE, AL D20064F 7> 5 20094F F T H AR O i E P E I LT e 2N
WM AR ST CAERERM, IO RO s L oo R EOEREZ Iy hu— v L, %)
MEDLB NP VHREED L) B E G256 0% 0 L7ze €512, Puga (1999). Munch
(2003) DHERDZET) L I7EME ORI T 2 FrHIREEE TV ORBE > S, FFIHLE D
2T & AR DR O HAE M % Mk L7zo

EAESH OMEREZ TN T2 L. HROBESFEIIER B, HRBEOER) L ANERNE
Ty A ORWHAT IS A R ER L LGRIFT 2L 5 S edbh b, £ HA
BUERZEIZ L o THE QIR O F@H G OZZH I DR E S IFEROBFEEZ WL L 2o —7,
HAR O MR RGOV A 3 M & AARMEREMI ) & IS, AREIIERISH . T, A
Ak FE ARSI HARREOERMZT TIE A, EINERDIIEFICENTLLEHIZLTHL, L
L. SRBESE L #E - T A OREN T 7213, FHEBERATH AR O Mk S 5% 3 o 37 i E
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WCEELRREERNTII RV EHRTE 5,

HER T ARERICE 5T HAROBMEREFT T2 LTk, BHRSHFEO L9 SHhadg
DEMED . ANWEROER L WBHINIHL L - EEE B L, EREEOLIERL VAT
HBHIERRET D, S5, WIROFHREUET LI L OMRNTH LD, —H. HEDOH
HEREREOFTIRE LTI, XD D ANEAROER L WIBHNIIHL L2 ERE BT L L
Thdo FHC. FEHHEOLE N E IR BT, FERRO N E ST 5 X 9 2HEHO
SRR R Z R S & 28I % & 0 . HARO MRS OB I T 2L E D 5,

KWFZeId. HAROBEEREZFRICL 22 RS, HIROBPEHINEVZ Do L) —K%FH
IR ER D 7201213, HEICHEEREZ L RO oML EZ IR L THITT 2 4%
NdHb, 512, HADORELFTERL, 7TX) I04¥, EUOMKE, mEOMSEZ LT,
FERO2EZ KT 5 2 L bMlifEOH 505 TH b L EbNL, THODRFICE L T3S HOME
2L 72

SE 3
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