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Abstract: In this paper, we examine how the market potential affects wages in the regions of Korea. Following
Fallah er a/(2011), we construct a panel data set spanning from 2013 to 2020. After removing the characteristics
that do not vary by region, changes in average wages were analyzed using a fixed effects model. Controlling
for such region-specific characteristics as human capital, industrial structure, and population, the impact of
market potential on wages was analyzed by first examining the entire group of cities in Korea, followed by
just metropolitan areas and then small cities only. The regional wages are seen to increase across the board
when the market potential improves. It was also found that, when the market potential increases, the

resulting wage hike of small cities tends to be greater than that of large metropolitan areas.
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[FZ]
H 1, 2H 49| 5t2AD HAE Za}
Fixed effects Random effects Difference Sqrt(diag(V_b-V_B))
(b) (B) (b-B) SE
AR 0.0065589 -0.0009661 0007525 00016669
e 0.0065902 00047978 0.0017923 00004383
A& 0.0092197 0.0092759 -0.0000562 0.0006493
A 00160736 00132913 00027823 00006942
A Apol A 00289618 00271547 00018072 00013211
ol -0.0002994 -0.0003039 447E-06 0.0004764
e 0.0005315 0.00268 -0.0021486 0.0008651
A4Y 0.0014575 0.0069201 -0.0054625 00007497
A7) 742 00114237 00239482 -0.0125245 0.0020572
T Anf<ure] -0.0075247 -0.0068147 -0.00071 00005299
S4EAY -0.0124004 -0.0072629 -0.0051376 0.0010533
TEETAY 00237664 0.0257382 -0.0019717
FTEAHAY -0.0115088 -0.011777 0.0002682 00004463
VAPATSREIPNC -0.0121276 -0.0139787 0.0018511
ol 4.05E-08 -3.00E-08 7.06E-08 8.36E-08
o1 2.52E-15 2.52E-15 -2.97E-18 6.35E-15

V(21) = 121.34
Prob > »* = 0.0000

AF7VE(H,): Difference in coefficients is not systematic.





