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(Table 1) Summary Statistics

Mean S.D. Min. Max. P10 P50 P90

Labor productivity growth rate

Total establishments 0.017 0.357 -2.569 2.413 -0.406 0.015 0.436
Incumbents -0.055 0.437 -3.019 3.343 -0.574 -0.044 0.445
Logarithm of labor productivity (2005)
Total establishments 2.586 0.431 1.191 5.462 2.114 2.539 3.077
Incumbents 2.590 0.473 0.337 5.776 2.061 2.546 3.155
Entry rate
Total 0.635 0.303 0 1.913 0.286 0.600 1.016
By region
Seoul and 6 metropolitan cities 0.640 0.295 0 1.906  0.300 0.606 1.019
9 provinces 0.630 0.311 0 1.913 0.267 0.600 1.013
By sector
Restaurant 0.555 0.240 0 1.833 0.267 0.545 0.826
Beverage and snack bar 0.779 0.318 0 1.908 0.400 0.750 1.200
Distribution services 0.806 0.348 0 1.913 0.368 0.786 1.273
Personal services 0.516 0.242 0 1.906 0.222 0.500 0.807
Exit rate
Total 0.537 0.240 0 1.875 0.250 0.522 0.835
By region
Seoul and 6 metropolitan cities 0.554 0.237 0 1.864 0.267 0.545 0.849
9 provinces 0.520 0.241 0 1.875 0.231 0.500 0.824
By sector
Restaurant 0.599 0.240 0 1.864 0.323 0.580 0.909
Beverage and snack bar 0.567 0.235 0 1.875 0.273 0.564 0.857
Distribution services 0.452 0.259 0 1.676 0.143 0.429 0.800
Personal services 0.448 0.200 0 1.628 0.217 0.429 0.700
Control variables
Population growth rate 0.007 0.247 -6.986 1.885 -0.175 -0.043 0. 233
Percentage of female population 0.498 0.013 0.385 0.562 0.484 0.499 0.511

Percentage of elderly population (60+) 0.135 0.064 0.021 0.498 0.076 0.119 0.206

Notes: Labor productivity growth, entry, and exit rates from 2005 to 2010 are measured at the
town-level for each of 14 services industries. The population growth rate at the
town-level is calculated for 2000-2005. The percentage of female population and the
percentage of elderly population (60+) at the town-level is measured in 2005.
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The entry and labor productivity growth rates at the county-level shown in the figure are
the arithmetic means of the town-level entry and labor productivity rates for each of 14
industries, respectively. The number placed on the right side of each point represents
province and county codes. The first 2-digit of the codes denotes metropolitan cities
(11-26) and provinces (31-39) while the last 3-digit denotes counties.

(Figure 2) Exit and Labor Productivity Growth
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The exit and labor productivity growth rates at the county-level shown in the figure
are the arithmetic means of the town-level exit and labor productivity rates for each
of 14 industries, respectively. The number placed on the right side of each point
represents province and county codes. The first 2-digit of the codes denotes metropolitan
cities (11-26) and provinces (31-39) while the last 3-digit denotes counties.
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(Table 2) Effects of Entry and Exit on Labor Productivity Growth
1) 2 3) @) (5) (6)

Entry rate 0.223*** 0.230*** 0.189*** 0.194***
(0.011) (0.011)  (0.01D) (0.011)

Exit rate -0.005  0.045*** -0.010  0.033***
0.012)  (0.011) 0.012)  (0.012)

Labor productivity (2005)  -0.654™** -0.637*** -0.654*** -0.687*** -0.682*** -0.687"""
0.012)  (0.013)  (0.012)  (0.013)  (0.014)  (0.013)

Population growth rate 0.059*** 0.082*** 0.060***
(0.014)  (0.016)  (0.014)
% of female population 0.956*** 0.914*** (. 943***
(0.317) (0. 338) (0. 315)
% of elderly population -0.735*** -0.931*** -0.721***
(0. 087) (0. 092) (0. 087)
Observations 20,603 20,603 20, 603 20, 603 20,603 20,603
Adjusted R? 0. 376 0.352 0. 377 0. 388 0. 371 0. 388

Notes: Dependent variable is the town-level labor productivity growth rate from 2005 to 2010 for
each of 14 services industries. All regressions include both 5-digit industry and county
level fixed effects. The numbers in parentheses are clustered standard errors at the

county level. *** ** and * are significant at 1, 5, and 10% level, respectively.
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(Table 4) Regional Subsample Results
Seoul and 6 metropolitan cities 9 provinces
1) 2) (3) 4) (5) (6)
Entry rate 0. 208*** 0.216*** 0.162*** 0. 165***

(0.017) (0.018)  (0.014) (0.014)

Exit rate -0.005  0.047*** -0. 009 0.023
(0.015)  (0.015) (0.018)  (0.017)

Labor productivity (2005)  -0.663*** -0.658*** -0.663*** -0.717*** -0.712*** -0.717***
(0.020)  (0.021)  (0.019)  (0.016)  (0.016)  (0.016)

Population growth rate 0.079*** 0.090*** 0.079™** 0.052*** 0.079*** 0.053***
(0.025) (0.030) (0. 025) (0.017) (0.017) (0.017)

% of female population 1.369%**  1.399*** 1.351***  0.572 0. 502 0. 563
(0.422) (0.462) (0.417) (0. 479) (0. 499) (0. 480)

% of elderly population -0.077 -0.219 -0.074  -0.942*** -1.113*** -0.931***
(0.235)  (0.283)  (0.236)  (0.084)  (0.086)  (0.084)

Observations 10, 058 10, 058 10, 058 10, 545 10, 545 10, 545

Adjusted R? 0.370 0.350 0.370 0.407 0.39 0.407

Notes: Dependent variable is the town-level labor productivity growth rate from 2005 to 2010 for
each of 14 services industries. All regressions include both 5-digit industry and county
level fixed effects. The numbers in parentheses are clustered standard errors at the

county level. ***, ** and * are significant at 1, 5, and 10% level, respectively.
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(Table b) Robustness
A, Using Entry and Exit Rates between 2000 and 2005

(1) (2) (3) (4) (5) (6)
Entry rate (t—1)  0.096** 0.124™**  0.056™** 0.075%**
(0. 009) (0.011) (0. 009) (0.010)
Exit rate (t—1) 0. 006 0.074*** 0.014 0. 052***
(0.011) (0.012) (0.010) (0.012)
Observations 20, 603 20, 603 20, 603 20, 603 20, 603 20, 603
Adjusted R? 0. 358 0. 352 0. 360 0.373 0.371 0. 374
Control variables N N N Y Y Y
B. Dropping the Initial Labor Productivity Level
1) (2) (3) () (5) (6)
Entry rate 0.169*** 0.173***  0.169*** 0. 174***
(0.013) (0.013)  (0.014) (0.014)
Exit rate -0. 009 0.028** -0. 007 0.031***
(0.012) (0.012) (0.012) (0.012)
Observations 20, 603 20, 603 20, 603 20, 603 20, 603 20, 603
Adjusted R? 0.147 0.133 0.147 0.147 0.134 0.148
Control variables N N N Y Y Y
C. Using Labor Productivity Growth of Incumbent Establishments
(1) (2) (3) (4) (5) (6)
Entry rate 0.088*** 0.089***  (.039** 0.038**
(0.015) (0.015) (0. 016) (0.016)
Exit rate -0.011 0. 008 -0.018 -0.010
(0. 016) (0.017) (0.016) (0.017)
Observations 20, 163 20, 163 20, 163 20, 163 20, 163 20, 163
Adjusted R? 0.283 0. 281 0. 283 0. 295 0. 295 0. 295
Control variables N N N Y Y Y

Notes: Dependent variable is the town-level labor productivity growth rate from 2005 to 2010 for

each of 14 services industries. In Panel A, the entry and exit rates are defined for the
2000-2005 period. In Panel B, regressions exclude the initial labor productivity variable.
In Panel C, the labor productivity growth rate is calculated from incumbent
establishments. Control variables include the initial labor productivity in 2005 (except
Panel B), population growth rate, % of female population, and % of elderly
population. All regressions include both 5-digit industry and county level fixed effects.

NP

The numbers in parentheses are clustered standard errors at the county level. ,
and * are significant at 1, 5, and 10% level, respectively.
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Entry, Exit and Productivity Growth in the Service
Sector: Evidence from Industries with the

Restriction of Excessive Entry*

Jisoo Kang™™* - Hyunbae Chun®** - Janghee Cho™***

Abstract

This paper examines the role of entry and exit in productivity growth of 14
selected service industries in which Korean government aims to reduce
excessive entry. Using data on Economic Census from 2005 to 2010, we find
that the differences in the entry and exit rates account for approximately 16%
and 2% of regional differences in labor productivity growth, respectively. The
result suggests that the observed high rates of entry and exit in the service
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industries may exhibit the dynamic process of productivity growth rather than

excessive competition.
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