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Regional Convergence and Economic Efficiency in Korea*
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ABSTRACT : This study evaluates regional convergence and efficiency among 13 regions in
Korea over the period 1985-2002 using stochastic frontier production model which allows for
regional inefficiency and heterogeneity. It is found that inefficiency in production does exist in
regional economy. The results also indicate that improvement of education and reforms of local
government policies have contribution to increased level of efficiency. Since the average
estimates of technical efficiency have increased over time, the results show that regional economy
has brought about the significant improvement in efficiency. The estimates also indicate that
Seoul economy is the most efficient with average value 0.7197 and Gyonggi in Metropolitan area
shows the highest rate of technological efficiency change, 0.0580. Evidence is also found in favor
of regional convergence in Korea, with a lower rate of convergence of around 2% a year,
because of allowing for regional inefficiency.
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