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Ⅳ. Empirical Results

Panel A of Table 3 reports the results of the regression analysis in 

specification (1) from Section Ⅲ. In model 1, we include Herfindahl 

indices in terms of product and country. We find that both Herfindahl 

indices are negative and statistically significant at the level of one percent. 

Thus, we can conclude that if exports in a manufacturing industry are 

more diversified in terms of product and country, they tend to be larger 

in the Korean case. In addition, we find that the variable of distance 

between Korea and a foreign country is negative and statistically significant 

at the level of one percent. This finding implies that Korea exports more 

to a foreign country when the country is closer to Korea. Difference in 

the rate of change in the foreign exchange rate does not have any effect 

on exports for Korean manufacturing industries. In model 2, we add the 

RCA index as an independent variable in the regression and find that the 

RCA index is positive and statistically significant at the level of one 

percent. This finding shows that a Korean manufacturing industry exports 

more when the industry is more competitive in the world market. For all 

of the other independent variables, we obtain the same results as in 

model 1.

In Panel B of Table 3, we report the results of the regression analysis 

in specification (2) from Section Ⅲ. In particular, we introduce a dummy 

variable for the global financial crisis and interact the dummy variable 

with the two Herfindahl indices and the RCA index in order to see the 

effect of export diversification by country as well as by product and 

competitiveness on exports during the global financial crisis. In model 3, 

the variable of interaction between the Herfindahl index in terms of 

product and the crisis dummy variable is not significant at any 

conventional level of significance. On the other hand, the variable of 

interaction between the Herfindahl index in terms of country and the 

crisis dummy variable is negative and statistically significant at the level of 

one percent. In model 4, we add the variable of interaction between the 
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<Table 3> Effect of Herfindahl Indices for Product and Country and RCA 
Index on Export for Korean Manufacturing

Industries from 2000 to 2016

[Panel A]

Independent Variables

Dependent Variable

ln(Annual Exports from Korea to Country 

/)

Model 1 Model 2

ln(Distance between Korea and Country ) -1.245*** -1.245***

(-57.42) (-57.66)

Difference in FX Rate Changes between -0.095 -0.100
Country  and Korea (-1.07) (-1.11)

Herfindahl Index for Product -0.735*** -1.038***

(-2.91) (-4.13)

Herfindahl Index for Country -1.700*** -1.925***

(-5.35) (-6.13)

RCA Index 0.716***

(10.18)

Industry Effect Yes Yes

Year Effect Yes Yes

N 28,151 28,151

Adjusted   0.542 0.545

Notes: 1) Numbers in parentheses are heteroscedasticity-robust t-statistics.
2) ***, **and * denote statistical significance at the level of 1%, 5% and 10%, respectively.
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<Table 3> Effect of Herfindahl Indices for Product and Country and RCA 
Index on Export for Korean Manufacturing

Industries from 2000 to 2016 (con’t d) 

[Panel B]

Independent Variables

Dependent Variable

ln(Annual Exports from Korea to Country 

/)

Model 3 Model 4

ln(Distance between Korea and Country ) -1.245*** -1.245***

(-57.43) (-57.66)

Difference in FX Rate Changes between -0.095 -0.100

Country  and Korea (-1.06) (-1.10)

Herfindahl Index for Product -0.737*** -1.029***

(-2.90) (-4.07)

Herfindahl Index for Country -1.671*** -1.901***

(-5.26) (-6.05)

RCA Index 0.713***

(10.16)

Herfindahl Index for Product*Crisis 0.207
  

0.071
(0.66) (0.22)

Herfindahl Index for Country*Crisis
  

-2.710***
  

-2.318**

(-2.64) (-2.39)

RCA Index*Crisis -0.019
(-0.16)

Industry Effect Yes Yes

Year Effect Yes Yes

N 28,151 28,151

Adjusted   0.542 0.545

Notes: 1) Numbers in parentheses are heteroscedasticity-robust t-statistics.
2) ***, ** and * denote statistical significance at the level of 1%, 5% and 10%, respectively.
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RCA index and the crisis dummy variable and find that it is not 

significant. Thus, we can conclude that country diversification weakened 

the negative impact of the global financial crisis on Korea’s manufacturing 

exports, but neither product diversification nor export competitiveness did 

so. For all of the other independent variables, we obtain the same results 

as in specification (1).

As can be seen from the empirical results, the diversification of export 

destinations played a role in reducing the negative impact on Korean 

exports during the global financial crisis, while the diversification of 

export products and competitiveness did not. This might be due to 

increases in the composition of Korea’s export destinations in Asia and 

Europe, such as China, ASEAN, the European Union, and Eastern 

European countries, which suffered less negative impact from the crisis 

than the US, the epicenter of the crisis.

Ⅴ. Conclusion

In this paper, we have examined whether export diversification mitigated 

the negative effect of the global financial crisis on exports using annual 

data for 24 Korean manufacturing industries from 2000 to 2016. 

Specifically, we examine whether the negative effect of the crisis on 

exports was less prevalent in more diversified industries in terms of 

country and product. We also examine whether export competitiveness, 

measured by the RCA index by industry, had a mitigating effect on 

exports during the crisis. 

From our analysis, we find that if exports in a manufacturing industry 

are more diversified in terms of product and country, they tend to be 

larger in the Korean case. In addition, a Korean manufacturing industry 

exports more when the industry is more competitive in the world market. 

However, during the global financial crisis, only country diversification 

weakened the negative impact of the global financial crisis on Korea’s 

exports. Neither product diversification nor export competitiveness did so. 
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The empirical results indicate a policy implication that Korea could 

mitigate the negative impact of global economic shocks on its exports 

through export market diversification rather than product diversification. 

This can imply that it is critical to expand export markets to countries 

with high growth potential while maintaining export competitiveness in 

each industry. To this end, policy makers need to continue to make efforts 

to reduce the cost of new-market development for Korean firms by 

providing information on new markets and establishing co-marketing 

strategies.
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수출다변화의 거시경제 안정화에 대한 효과 분석
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에 대한 부정적인 영향을 어느 정도 완화시켰는지에 대해 살펴보았다. 구체

적으로는 2000-16년 중 24개 한국 제조업 부문의 연간 수출자료를 이용한 
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출에 대한 부정적 효과가 어떻게 되는지를 살펴보았다. 또한 현시된 비교우

위(RCA: Revealed Comparative Advantage) 지수를 통해 산업별 수출경쟁

력 정도가 수출에 미친 영향도 추가적으로 분석하였다.
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