HhskARSE, 134 2 2 %
19974 12)3 pp. 25~43

LIFAE RAIF XYL A= FRY Fu
AdE :
Aeroi st B oer A sk
L9
dwasn ARus AA
1. M &8 o2 ol ARolFY Afde =

FolEd Ftoe 28 dAAdEol ¥

ANgstel FAske] FAdl gt o) & AFe] & AHo2RH AL K
Zt ARG E AGEAY e 9 AYE W, AEE FAE Al F&
ol B AR FXo) Be =8g 71go] ¥ AFe] BF O AAHLE o5& &
ook AZYe FAEEZ § Ahsted T AE2E FAR AGe AAH o5
A GFE Ao AANGAFEL o AA, FE FRLE AF o S Y
oglel YRAE FXE FF AdAA AL oL Ao T/ Ao, E
g4 Ao g& 231 sirh olgd = A, AR FYLE A G AdAHe] &
de g B §A7 NGAAN B FHD APl 287 Fo} g A
ol & Aolgte Loo 2As T 3ot Qo2 dus ¥4 §&& JAse =
ANuAetael FAlol2ol oatd A%z AIF A& B oplEt, R £HE §F
2ol fA2 AGAAE B o5& A3 AU Z4H 25 Y F
25 9tk 22 9% AR g2 a AT FEO] §28 Ade A R4
at g ANGAA 2 AGAAN o ol FBF ASKH ARALF] FUt
%9 ZolPE o|2E g AL oY  F}E ojYg Eoh
aeu 48 dete] 39, 53§38 vt =5 BolE =59 #AYLe] &
o AMAAY AP H|Fo] B uw, 9x S ROo2 o]FE A7) W & =l
AR &7 AAN G AT £ BAWAM L =F o]FL FVAA A

I

ol mEL 196UE TEN GEAdTRAN (A
AT dee ATHNE. ARAEE 29
o £ AAAe] Sgol WA AT

£ o9o] ®r}, T8y, $2d w0
AEF 25 WA AGe] AEA7]A
%g Aoyl WEO wEo] 29 A
o] BN Are

F3e Aol Utk
AR ge AAase A7 Az}
FUAAY 4l E5L FUDE AT



26

v B 2% Grossman and
Helpman(1990)2 Y8t 28 S A&}
o RERE FEFUYLE IRA
o] #E7F AAL Holxm 91, Rivera-
atiz and Rivera-Batiz(1992)% 3124
F27F Alzg B3 ol AMulade
A Fde 258 FE Aoz H9
Ha gt slAME A T g
14 Fdolv AP FEAT FU A A
Fe FATGE A

o]i;@

ol &M o]FoA %I’_ aR0] =
A 4BES ®ole H 71d8 &S
& Eolx o

FAZES] ALl Fol et
A 2 Ade g2A, e 97
A Zke] ApFolF o] A FA A EAe m 2
Ao 3 AFE Fotry] oYt

A7t vl

Zo] AAt FYPYAHOR 28] &
1, FAAA AA Ade 18 A9
ol £2 BUE £ @Rl A

& Agelgel by AR

He A 2uds

of W FUAAE
g0l A¥ TANA ¥ AU AHA
Folekn AAE7] o] Adzre] 22
B4 Aol Qe 4 913, ool we
FHAUANE Ao 243 o] Fo]
o4 ol %7t g,

Jev, @44 oz el Aol
43E WP T2 s Ao o
> F871% FAREY ATAEL A
Ham Qo T Ry BF 5o A

3 24 AAATLEL

dfrEolete A sl

=]
ki

A
m

L

ki oo 18 o ﬂll

e, 1 AA3gr1BE A
e vl }2®, ¥ 1o) e ish 2
o] 1994 128% &4 A AT Mg
oz §EFEE o 602UL
oz fwm} BB S 4718 A

2, 20dF, JENgzy 32 d5w
EHLE o ALY AG A2
2PEde= A2 FT
g5 ojRojA: Ut}
AAHA AT ol9jol 8
FHo2 o EAd W2 ATE o}

EEE

-3
all

A3 (19949 1292 7]1F)
(29} 1021 9)

47 e M 52T 87
o8
F A A4 | HIA| Fa A4 | f &
A A 66,443 72,089 5,646 162,402 94,778 67,624
5 At 9,915 10,247 332 23,971 12,797 11,174
- AR 11,730 12,624 894 27,464 14,766 12,698
F3 - A 5,327 6,712 1,385 16,737 10,017 6,720
g LY, "EAFALE,, 445 (YIS E71BYEAE, ‘AGAF d9FE 2 AN B



A QIokD Z, FHAG A o] of
L @ AGolA e AHoz o Fahe
@ol vehtn 9m 2 gEHE Ae
A x E7en 1 ddely %S
23E AT} g Roloh

A Gzl Aol Fol tehtn glrhe
Ae Are] Fogo] Azbe] o7}
drhe e dEgn @ Ade Ars
ol 1 AG ALY BAYLE A
% Fdsihy, AEoFe 2 A2
A

Az AR BAMRE Holdm @
Z

% gith A2 @A) MG o)
G olfE ARolEe Hlgo] £

A=A S =
22t o] AGAHAE Hol o] F3te H=
AdH] o]F Bl &o] B3 E AEHA A
ooy A2AF Sol o8 3 vgol
Heg Ao

Ao

A Agol ke A So] o ATE
NS B Felth wepy B mEL
FHAANA AAzE 2] §59
Fol ojuA AAHEE Bolw o
ARE EQA G| FH ko] Lo B o
AL B & A=AE AR AN
A, 2 AGe] 9% AR FA R A o
@ 45H 278 shdste o 3 2o
ALk =, 99 veel 4 A Az
WA 1§E ARFTY =5 AR
FAYLL Aol 28 vigos Ao
M2 59 B 4E9E ARl ¥ o
2 Q% 7t A9 oS¢ ARFFoz

27

=Y A2HAE 97 AR §3
2 AE o5& ojEHoz Avuuz
gt A3 e A9 Az A2 E
o] g3t Ao FAYING FH5 T,
olel st AR AR FAZ A& o
5< AdEY. miAR oz A4EdME
23 AES AA B

o

2. 2|F X2 7Rl EMH
z

——

fok

2 3e ANGe) AR BAANE
Sl S4ols, MPBE 0’ 940
she BAYe Are] #A4NE e

i

£ FHolth @A) AR we
T M BE Saugss RUg ol
1k AGZ A2 ol o] 7] Hol
AX9 e OAREe AEL BHsn 9
I, BAGE OATEY 42S BHdtn
Sith. ol Al A Gzt 29| o) Fo] 34
W BA % e) AEFo) A BARF o] AX

o2 olgd ZAolth dustd B Ao
Faste] EBSE ZAY 2R e §
e AW AR AN G Fx5o
o 2(HLE 29 22) dARNS
< F U7 WEolth A A zpEo)Fo)
EF v Ud < Ao xpE o
FANAL F3] EBE Zotx|A Ho o
< < ol FA "ot

olA] ol g A o]Fo] FAA o

5g doieE A ¢ RAAE Ann

"



28

Ak 22 9] o] F o] 371
AH& OACHelxZ BXFe FAAe
O'AFIo|t}. o]4 BARHE< z&o] B
ol AXFo g FUH™ AXFY F
*§2+& OBEH7} S| 1 BAH o] 44

W Ax e 24

O'BEI7} ®t}t. WA ARG AALe
ABECHHE Z7lstz BAI99 Aale
ABEF?+Z 723t} a8 BAYHE 9
AR e BHG AfolnZ o] o] A
Ao F2p5o] PojEolEe 45 ABED

< BRG] #A&Eo BAYY FA5L
O'ADEI’} €t} £ AX 9] %3¢ BA
Do ARl AxGo ALk
A2 ABEC{lH], °] FA ABED= B
?] fleg E o] & AR

5£& OADEH7F "t} webA
ol U7l PR AXGL
L

-
X
% e
A2

15|

O
)
i
rﬂ
aly
Jz_}—

Z7lstE o5&
DFERHZ 9] 250
A gt agez 3
FAYHZ AYHE FAE

A

717

clr
N
j::l_‘

X 4
_)'4_‘

rk‘é fliy
Ho

o 12

2

il
;"
fr

>
2 ot oy

2,

X oo o
Ol'i:)&r‘,
M~ =2

s}

o

-

S

°l, ILE]

—
w
=

‘_IZ.} X}"E"’] ]o

FT3le g871HS
‘4“4 T Eo] M w2
3}5'— T AES des o
oMol oF O]x}g_ A 2o
Lﬂ"ﬂ*ﬂ §718E9] 2
2HE & ?5}74]*3 o]
0113}. 27 ARo|Fo] 7H
ste AlFSdEd AHE
2888 E BId F=

A A2EgAol A

e ozi

- O
ir -

MPs

OV

°]



e 8ol AR Aol Hob I
oeETE T 5 AT A% B 9
o

TP AR FAFH =FHMYO] F
Agtel wat n§FEE Hupzs Hol
A} 0] BE £EF CJE!
A . wdel, 71de BFo] 3
28 Ao w5 B3 o

f
2 e
1ed
:3
o
o
X

1
o,
2
o=
>
ok WL
o
Loy =8
rJ
)
>
O
=

o R
bR
>
e °
o

a ot

L
is
b o

L i

o
o

L

_\ir]ol’

B
A
flo

Lo
=
>
18
1o M

&
ojth. 2y, ARe] Y
W owE w59 £E Z
=

(brain drain)® 1% X

2N O
TS =R 1
2 o
Broo

A

£ Eo)51, M40
of Aol FUE F

o ZF%E o AAA

oot

2

< F
o B =R oy Ay vk Az
2 Ao 2 Cobb-Douglas AAFgS
=8 g, o] ZHE z2E9 AN
A d4g pad & 1977358 1993

29

d 5o N Az AAE A=
g olgalel AR BAANY HFE
T3 o8 1993 d oA H g sHAA
A4 FAE T

_{\.
rr

oz el Cobb-Douglas AAHE

A71 M Qe ALF
AE NEFFE, K A8, LS
3 as} B AFEH 0<q B
Fg a+ B =10 FER RE BTt
AA AxFATFFIE e A (DEF
B &9 AL MPPk&t MPPk
9 717 teF 2ol Foidnh

0Q/0K = aAK“ PLf = aQ/K (2)

dﬂggp K =oa(a—1DAK"“PL?
. MPPg
=(e=D7g 3

1 Aol ols EF @



g, & =fdAMe A&Fs AHES A
£33 th2
A AlEE AE7E Al A B AR 0]
o, BAga] FA glojA
E}b}v‘:— 7}43 3] 7 (suprious regression)E
7] 9&te] zF WSol thd ADF 992
AA(Augmented Dickey-Fuller Unit
Root Test)& AAldd=d, 2 Z#7}
B 29 5= Atk B 244 Qe A
2% L2 =%, 283 K& AEond
() ¢, tv A7z 22 HA A
&, AZ+F A (time trend)7} £35S
< ovgt}. ofetH]o} A AEF
(NS AAE BAE =, o ARE
Schwarz(1978)¢] 7]l &gt HA3F
Aok
Mgy ZAfoe A AF 33 FF
4~(variable inlevel) &A|7} 4
(stationary)o] 2.2 /‘3’*}‘5{}—?—3— >
THTE o]-& %t FEHT o
o] EAgde ?17—7}@"]
TAA z#+zy 717 "} 5, A
g AFe 1AAE dFdz T
st ¥M7t SA3MS 2A AR
£ ol&3te AAAFFE FAHSG g
3 uve R 2 g giajie ZF 1AXE
HFE AHE3le A E FAH3IAE
), 1438 d4s 25 5% £ 1%
olFFoA T Zo] EAFTE ATt
“01 712t = A
32 7 A& A oA HA
Zl‘?-?% Aoz Aot ZF Wy o
3 G2 HAAAFNE FES Aol F

g 4
7]
o

do o> I8

HL

4 de 4 Ay L Ay X (B

(E

pud

R 39ME, B 20A 9= 924, QiE i
A9g AYgs A A Qo FA4b
Z, Liz A9 S Ags vUex #dA A
Aol % 181 Kt iXAES A%

Aol 7 dE

geA AA Age] AEe i 2
RARE BY, A RE £E¥5E O
dag Tgan Y= wwd, 1ARE
WeE 5% EE 1% FAFEq U
2ol EA@Ths ?Hﬂ* o) 7179 3 §)
o A AR W5 E ol gstol 4

YA AEE ARE ol &3tel 4 (1)
9] Cobb-Douglas AA4&+E FAH3A
2Ao ol WA T4
HE A3 F, dAFAGsegE A
F74dol 715 A god dxE e A
& Bl AMESFE FAHII =,
ol #4%Y AEAE Y F A= A
oth T YT Ae
Alotol 712G Aol Aotg A
¥ AAETE 5 _
AFAGE A Umx] ZE AH9
Aot darsar Agg 717 &
H93, ® 54 AGe AT AT 4
Arre dAagAsE AFMEE 7%
stx] Estdd. ggdA AFAFLS I
53 AFe BAEx @u A=
FAdA oM, Unx RE A5 A2
o AAFFE SAFA A% B
FA3AY B 4= 4 A9 20 AL
se AT AUTS 2R D2 o
Zt3 1993950 AR v ESL S22
Aol



31

2 992 AA AHHH)
FEUSF 1A A2 4 2A AEEs
A& Q1 -3.891(c, t, 3)" -2.046(0)"
L1 -3.614(c, t, 1) -2.367(1)"
Kl -3.788(c, t, 1)* -4672(0)"™
A Q2 -1.173(c, t, 0) -3.683(c, 0)™
L2 -3.158(c, t, 5) -2.053(0)"
K2 -3.237(c, t, 2) -3.701(0)™"
7] Q3 -2.144(c, t, 5) -3.285(c, 0)
L3 -4.988(c, t, 5)"™" -2538(0)"*
K3 -4.720(c, t, 5)" -3.296(c, 5)"
7 Q4 -2.795(c, t, 4) -4910(c, 5™
L4 -2.520(c, t, 2) -2.498(0)""
K4 -4.096(c, t, 5)°° -3.757(c, 2)™
=% Q5 -3.068(c, t, 3) -2.232(c, 3) -7619(1)""
L5 -5.726(c, t, 5)"* -5.464(c, 5)""
K5 -2.023(c, t, 2) -1.214(c, 2) ~7.495(1)""
9 Q6 -1.039(c, t, 1) -4502(c, 0)™"
L6 -2.591(c, t, 1) -3.004(c, 0)”
K6 -1.076(c, t, 5) -6.156(c, 0)™*
A5 Q7 -2.491(c, t, 1) ~3.671(c, O)™
L7 -1.808(c, t, 1) ~-3.555(c, 0)
K7 -5.711(c, t, 5" -3613(c, 5
A Q8 -5515(c, t, 5)™* -4.694(c, 5)"™"
L8 -3.123(c, t, 1) -1.859(c, 0) -3.206(0)™
K8 -3.436(c, t, 5) ~7.403(c, 0)
A5 Q9 -2.485(c, t, 0) - -4.069(c, 0)™*
L9 -7.186(c, t, 5)" -7.234(c, 5)""
K9 -2.446(c, t, 0) -3.915(c, 0)"**
Zd Q10 -6.531(c, t, 5)"™ -4.446(c, 5)"*
L10 -0.231(c, t, 1) -4.618(c, 0)™
K10 -3.389¢(c, t, 3) -5.422(c, 0)*
AT Q11 -5.932(c, t, 5)"" -3.172(c, 5)"
L11 -3.299(c, t, 5) -4.292(c, 0)""
K11 0512(c, t, 3) -0.692(c, 3) -7.914(2)™"
F 1) RO A77 259 W), YAXNE e 2o
c c t
1% -2.66 -3.75 -4.38
5% -1.95 -3.00 - -3.60

2) wx, wxe Z7ZE 5%, 1% ol FolA @920 EAgnE ALEE /) AFE ou it
3) ()& c+ constant, t¥= trend, A& A AZ Schwarz(1978)71 4 o) £3le ZAA %)
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H 3. 992 A A2H4HA=)
TEUF 14 A
Ql -1.909(c, t, 2) -4.318(c, 0)™"
L1 -6.283(c, t, 0)" -2.579(2)™
K1 -4577(c, t, 5) -3.084(c, 5)"
Q2 -1.817(c, t, 0) -4.185(c, 0)™*
L2 -3.350(c, t, 1) -2.255(0)"
K2 -3.227(c, t, 5) -6.044(c, 0)""
Q3 -2412(c, t, 0) -4.902(c, 1)™
L3 -3.181(c, t, 1) ~-2.350(0)"
K3 -2.868(c, t, 5) -2.892(0)™
Q4 -1.752(c, t, 1) -4.145(c, 0)""
L4 -3.114(c, t, 1) -2.310(0)""
K4 -2.361(c, t, 5) -5.753)c, 0)™*
Q5 -1.724(c, t, 0) -4.155(c, 0)™"
L5 -3.072(c, t, 1) -2.353(0)"
K5 -3.974(c, t, 5)" -5.907(c, 0"
Q6 -1.664(c, t, 0) -4.020(c, 0)""
L6 -3.152(c, t, 1) -2.307(0)™
K6 -4.064(c, t, 5 -5508(c, 0)""
Q7 -1.740(c, t, 0) -4.132(c, 0)"
L7 -3.223(c, t, 1) -2.287(0)™
K7 -3541(c, t, 5) -5.761(c, 0)™
Q8 -1.607(c, t, 5) -5.568(c, )™
L8 -3.079%, t, 1) -2.341(0)
K8 -1607(c, t, 5) -5.257(c, 1™
Q9 -1.704(c, t. 0) -3.985(c, 0)"™"
L9 -3.321(c, t, 1) -2.262(0)"*
K9 -2.29(c, t, 1) -8.586(0)""
Q10 -2.387(c, t, 1) -3.504(c, O)"
L10 -3.378(c, t, 1) -2.212(c, O)""
K10 -3.929(, t, 5)" -4.966(c, 0)"*
Qi1 -1.740(c, t, 0) -4.109(c, 0)™
L1l -3.157(c, t, 1) -2.320(0)"
K11 -1.740(c, t, 0) -4.109(c, 0)*
F: 1) BEY AV 259 W, AAANE Gen 2o

C c, t
1% -2.66 -3.75 -4.38
2% -1.95 -3.00 -3.60

2) #x wxx= ZVZF 5%, 1% FrFEolM g 2o EMqdvs AENEE 7 <
3) ( )& c¥ constant, t¥ trend, ¥ & AR Schwarz(1978)71 &L o] 43le] 2 A3
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AAF(a), AEFH w5 P
(&9 : 1094, 1000)

H
nN
o
>
ﬂ
S
o

A9 4 =
a A2 . F a g = F

A& 0.772 5,277 413 0.615 75,923 2,472
54 0.555 3,678 265 0.574 71,522 2,620

B 7] 0.695 21,952 950 0.549 59,248 1,935
k. 0.173 1,885 38 0.577 79,314 2,347

T 5 0.034 3,972 95 0.577 77,228 2,790

T 9 0.245 6,279 143 0.604 74,921 2,142

q 5 0.263 2,215 74 0.593 78,985 2,311
a9 0.157 8,283 119 0.574 72,917 2,766

3 & 0.202 10,297 372 0.531 70,903 2,513

G 0.494 17,158 409 0.583 64,042 2,476
AF 0.063 199 4 0.584 81,001 2,881
FARYT =FFL 19BUE A9
Te Aol B2 AFY =F= Bk oujsti, volrzk 71EAed gl o3

a3y, olg A9e 107 AEFL A9 *&‘*PB._’!:-J WF7E B he A
B AQEG o & AL obynh 199 A& o] EAFYE JuFTh oFo] ATE A
sFe] 7hE 2 AGE ddoln e & AR AFwdEAe] AadE AR &
AT, Zd, T8 colth AAds WA AEFAM AE Foz Eo}ﬂ% ) &
SEEATGD g A Fo] AHoR of A& AL dmE F tE =7
147 Ao w2d, oejd A2 ol & W A&l AEq VHGJ 717} a
AEFFo] Al HYEolgtn 3 grol & Qo] A} AR oo hI A
T YA e AYH} Aozt dok. 1 FollM B wpeh Zol, A3 AR o] F
A, of7lellM 199 AEFe] A A3 o] & A% afto]l 2 Ado) th2 2
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o] 0.062%2 71 w21, the

0.067, 794 0232, A 0.246 =2
Fi2= = AL PSRV RS
gel 4 A st AAH A
A = e, B

Aol AEe] WA QL

S

flo

o

N
LEceys
Ao o
ﬁ%zzﬁw
Do & oo &y
SOy B TR WA - (VR o | G o S (R

e A, & 3, F
;ﬂ.

L AF NG e

fr e
b
X

L
iu
+
o
ki
St
e
(-3

wo

-0,
[-40
1>
- 8

o ot

o}
o
2
5
lo X

o
o
rx
e
S

2
e
(&
éj_.
o
2
o,
e
)
o
w
>4
o
N
—_

O

o 2 £ 0

o N
K o
»
)
rﬂ

o> st

N
o}
ofy
o

(2) ¥ AL Aol 5ol BE )%

stoll M A e uhel o] AEelF o
4 AFAZA Fe o5 Avle AR
o o} FF, olF A A3t Ao FAA
gl Aol Jn FAYNAE FA9
Aateo] &8 Zojm, & FAA
g FA49 N7l AAET 34
=5 A2 FdHd 272
)l A 2A4E Aot AR ol F

FTE, ARl HF YA A
o7} 2% ARolFoz o5& HF
Aol AE 9] o] F#o] Ao ute} =}
29 FAREZ o] A HEZ o5

ol AAE HAEE #FALY Reolth
o]

<

2

o

B utg e g 4 @6 Aags >
A e 24 34N U9, 19934
A BAE AR AL FHL
ol gste] Ause Wyolth 2y o

4 Ko
¥°
N
2
o
2
pu—
Xl
ﬂx_.‘
I
7
e

w5

w4 @ 23 @t 19934
£9) Q9} K& tdstel 19933 o #2



35

E 5 A4 A2 T W o5
(&9 1099 4)
qg [ w4 [ A7 |29 | 25 |29 | 4% | 8¢ | 4% | A9 | AF
MP | 27703| 2.263| 2.135| 2.053| 1.569| 1437 2.056| 1203} 1.221| 1.497| 2.607
}j 4K 10281 1404| 1672 3815| 4650| 1661| 6586| 6402| 4250 193
= P? 222| 3835| 5185|1767.5)|26375 517| 42865| 4130| 2314 14
5 MP 1.6311 1946 1.157( 0.817] 0.838| 1.211} 0.672| 0.770| 1.216| 1.551
}; AK'| -1028 -595] 1506| 3669| 3484 915 5247 41167 1257 190
P1 340 96.5| 336.5| 1323(1299.5| 2085| 2154| 1554 248 115
. MP 1999 1.859| 1.702| 1637} 1.863| 1519} 1508 1616| 1.981
;} 4K | -1404 595 16491 3827| 4849 1604 6939| 7142| 5198 192
Pt 296 16 1135} 5225| 8485} 1075| 8385 1671 960 25
. MP 0232} 0.117| 0.34) 0385 0.244| 0.426| 1.038{ 0.217
93 4K | -1672| -1506 | -1649 1860 -598] -746 -881 -858| -1463 137
Pt 2000| 8685 1748 95 34 62 1 915 7265 1.5
N MP 0.062| 0.253( 0.224| 0.187| 0351 0.925| 0.067
: AK | -3815| -3669| -3827| -1860 -2994| -2869 -2649| -3268| -3705| -271
N P1 376718735 4442 110 348.5 279 195 596121795 1
- MP 0.373| 0.410| 0301 0.428| 0.925| 0.364
z AK | -4650| -3484 | -4849 598| 2994 -563| 1500| -813| -3748 162
P71 129985 917.5(3769.5 10| 1675 10.5 52 225( 1187 1
A MP 0514 0303} 0.471| 1.057| 0477
; 4K | -1661| -915| ~1604 746| 2869 563 1543 200] -1138 171
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ABSTRACT

The Effect of Inviting External Capital
on Regional Economy

Kim, Young—yong
Chonnam National University
Sohn, Yong Yeop
Chonnam National University

This paper empirically estimates gains from
capital inflow to a regional economy. It will be a
usefulc indicator for a local government to build a
policy for attracting capital.

We estimate the respective Cobb-Douglas
production function for 11 provinces of Korea,
derive its marginal productivity of capital, and
then calculate the amount of capital moved
between two provinces and gains from the capital
movement.

With no barriers to capital movement, there
would be a strong motive for capital inflow to
Seoul, Pusan, and Kyungki, whereas capital
outflow would be expected in Chonnam,
Chungbuk, Chungnam, and Kyungbuk. The ratio
of gains from capital movement to the regional
domestic product (RDP) is high in Cheju,
Kangwon, Chungbuk, and so on.

It turns out that capital flows from an area
with lower productivity of capital to one with
higher productivity. This implies that if the local
government of an underdeveloped region wants to
lure capital investment from outside, it needs to
provide it with strong incentives of tax reduction
and special loans.
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