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Industrialization: How Long Did It Take?

Netherlands (98)
Denmark (114)
Belgium (75]
France (104)
Ireland (114)
U.S. (54)
Germany (68)
Canada (41)
Norway (68)
Sweden (45)
Japan (39)
ltaly (34)
Venezuela (32)
Spain (33)
Finland (25)
——— Portugal (36)
Taiwan (20)
Malaysia (26)
Korea (19)

1830 1830 1870 1890 1910 1930 1950 1970 1990

Note: The numbers in parentheses indicate the length of the industrialization period in years,
Source: Jungho Yoo (1997).,



Technology adoption
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KDI

Technology Adoption Lags Decrease for Later Inventions =
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B Acceleration of Diffusion gﬂgmegdgeg
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Adoption of new technologies is also accelerating

Time to reach 50 million users i"i

13

years

years years 1 9

year months 35 1 9

days

=5 & &

Radio Television Pod Internet  Facebook  Twitter Angry Pokemon
Birds Go

f

SOURCE: Press reports; McKinsey Global Institute analysis
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Changes in Export Commodity Profile ,KDI

Wig Textile Automobile Semiconductor

80% HCI Product

Semiconductor,
Mobile Phone,
DTV, Display,
Automobile, Ship-
building, etc.

50%

Light
Industry
14% Product

6% @ Agricultural
Product

1960 1970 1980 1990 2000
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Industrialization: GDP share KDI

80 A Services

Agriculture, forestry and fishing

Publicutilitiesand construction

Miningand manufacturing

1953 1958 1963 1968 1973 1978 1983 1988 1993 1998 2003 2008

Note: Services include public utilities and construction,
Source: Bank of Korea (http://ecos bok_ or kr).
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Services

Agriculture, forestry and fishing

Publicutilitiesand
construction

Miningand manufacturing

1963 1968 1973 1978 1983 1988 1993 1998 2003 2008

Source: National Statistical Office (http://www kosis_kr),
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Export Structure

(%)

Lightindustries

Heavy and chemical industries

Primary industries

1970 1975 1980 1985 1990 1995 2000 2005

[nstitute for International Trade (http://www _Kkita_net).



Rapid Growth and Low Income Inequality (1/2) kDI

Korea has achieved rapid growth while maintaining relatively
low income inequality.

Gini coefficient and GDP per capita growth rate : 1965-1990 \
Gini coefficient

0.7
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Rapid Growth and Low Income Inequality (2/2) kDI

Absolute poverty declined steeply from 48% in 1961 to less
than 10% entering 1980s.

Absolute Poverty (%) : 1965-1993
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ER Major Export Items in Korea (1960-2017)

Knowledge §
Sharing

Program

4

Iron Ore

Tungsten
Ore

Raw Silk

Anthracite

Cuttlefish

Textiles Textiles Electronics
Plywood Electronics Textiles
Wigs Iron and Footwear
Steel
Products
Iron Ore Footwear Iron and
Steel
Products
Electronics Ships Ships

Semi-

conductors

Computers

Vehicles
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) Low-tech manufacturing employment share has been meledge@
' declining very rapidly in Korea st
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Interconnected Economies (oecp, 2013)  Kpi

. . Interconnected Economies

/ / BENEFITING FROM GLOBAL VALUE CHAINS
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MM A% ATWWIINAR(GVC)  KDI

Figure 1. Global Value Chains: from apparel to electronics

Source: T-shirt example based on Rivoli (2009), The Travels of a T-Shirt in the Global Economy: An Economist
Examines the Markets, Power, and Politics of World Trade, Second Edition, John Wiley & Sons Inc., Hoboken, New
Jersey; iPhone 4 example based on analysis by IHS-Isuppli (the teardown takes into account only components and
does not include other expenses such as manufacturing, software, royalties and licensing fees)

Map source: © ARTICQUE - all rights reserved.
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Figure 2.2. A simple global value chain
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Source: OECD (2012). Map source: © ARTICQUE — all rights reserved.
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Capturing Value in Global Networks: Apple’s

IPad and iPhone (Kraemer, Linden, and Dedrick, 2011) KDI
Figure 1. Distribution of value for iPhone, 2010
_ Cost of inputs:
Cost of inputs: Non-China
China labor labor 3.5%
1.8%
Cost of inputs:

materials 21.9%
Unidentified Apple profits
profits 5.3% 58.5%

S. Korea profits
4.7%

Japan profits
0.5%

Taiwan profits _E.U. proﬁts\ Non-Apple U.S.
0.5% 1.1% profits 2.4%
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Export Competitiveness and GVCs, China KDI

Figure 5.11. Export competitiveness and GVCs, China and Costa Rica, 2000 and 2011
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Case Study: Shipbuilding Industry KDI

Chart 5: Regional shipbuilding market shares
In 2010 China overtook S Korea to become No.1 shipbuilder

—Europe Launches % —Japan launches% —S Korea launches % ——P R China %

100

80 -
60 \ /
40

20

Source; Lloyds Register of Shipping, Clarkson Research
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Hillbilly Elegy (vance, 2016) KDI




Korea’s Leading Think Tank

SOIA[OF ZHMIEM RHE 2}

Fartos |%_raz;'x1|2| LiopZt 2



SOIAIOF BNIEIA M St=3N

XL HEMIT ]

]
| -

» 22| Ml

SAoE MAIH

ol

el MHEolM M=

Hi=35t71 A=

=2 ZHFY 202 0]

ofl &=oist

ar
i[5

o =

Il
Ol

L

Aol o|&S &3 EhoizZk Lol 7|= BYHS ol

S0 S

il

gl

=)
fof
o0

Ujn
!

il
K

ok
ol

HMAIZ2 Zio|H o]

Hi
=

71ofl cH

|
—

}

o

E FZix|010}

41






.Jli%

t&“

= l? B BE Bl & = I
Resourcgs are limited; Creativity isyunlimited.




Industrial Complexes in Korea
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Impacts of transportation and industrial complexes on establishment-level | w
productivity growth in Korea™

Hyungtai Kim “, Sanghoon Ahn ", Gudmundur F. Ulfarsson ©
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ARTICLE INFO ABSTRACT

Keywords: This study examines how transportation and industrial complexes influence the productivity of manufacturing
Transportation establishments. The study achieves this by combining and analyzing microdata and industrial location data for
Location

manufacturing establishments in Korea, from 2007 through 2014. The study estimates economic effects in a more
precise manner than earlier work and suggests policy implications based on various land use and location
characteristics, such as accessibility to expressways, road ratio, average land price, and employee density.

Other things being the same, a shorter linear distance to the nearest expressway interchange was overall linked
with higher establishment productivity growth but when focusing on technology level, this effect was not found
for the high-technology industry. Also, the annual productivity growth rate of establishments located within
industrial complexes was generally higher than that of establishments outside. The productivity growth
enhancing effect of industrial complexes was observed in low and medium-technology industries, but not in high-
technology industries. The results therefore suggest a new policy is required for the high-technology industiy in
order to provide a better link to highly skilled labor, academia and research institutes to help transform the
industrial complexes of Korea into technological innovation centers in a transition to a knowledge-based
£CONOMLY.

Manufacturing
Productivity
Indusirial complex




Industrial Complexes and Establishment-Level
Productivity Growth in Korea (2007-2014) KDI

Table 7

Model selection for analysis of effects of industrial complexes and transportation access on annual total factor productivity growth in 2007-2014.
Classification I i I v Vv
In(Total Factor Productivity) —0.3937%** —0.3937%** —0.3936" —0.3937"** —0.3937*%*

(—80.12) (—80.12) (—80.11) (—80.12) (—80.12)

In(Number of employees) 0.0477%%* (29,92) 0.0477%** (29,94) 0.0477*%** (29.94) 0.0477%** (29.88) 0.0477*%** (29.92)
In(Linear distance to IC) —0.0026** (-2.06) B - —0.0054* (—1.85) —0.0027** (—2.28)
In(Network distance to IC) - —0.0017 (—1.43) - 0.0030 (1.06) -

Road ratio 0.0193 (0.34)

0.0316 (0.57)

0.0540 (1.02)

0.0201 (0.36) =

Industrial complex

0.0079%* (3.46)

0.0076%** (3.32)

0.0075%** (3.31)

0.0084*** (3.57)

0.0079%** (3.46)

In(Average industrial Tand price]
In(Density of employees in manufacturing

establishments)

0.0114%%% (3.78)
0.0046*** (3.02)

0.0115%7% (5.80)
0.0046%** (3.01)

0011875 (3.95)
0.0045%** (2.97)

0.0116"%" (3.83)
0.0046%** (3.01)

001167 (3.90)
0.0047%** (3.27)

Number of observations (N) 143,210 143,210 143,210 143,210 143,210
Coefficient of determination (R?) 0.2926 0.2926 0.2926 0.2926 0.2926
Adjusted R? 0.2924 0.2923 0.2923 0.2924 0.2924

p < 0.1; **p < 0.05; ***p < 0.01. Numbers in parentheses represent the t-statistic by taking heteroskedasticity into consideration. Indicator variables for year, in-

dustry, and region were also included as independent variables but their regression coefficients were omitted from the table for brevity. IC stands for the nearest
expressway interchange. Case V is the final model.



Industrial Complexes and Establishment-Level
Productivity Growth in Korea (2007-2014) KDI

Classificati I ] ]
d (Low-technology) (Medium-technology) (High-technology)
-0.3255* 04220 0.3916"*
InTFP
(-33.99) (-67.51) (-30.24)
0.0503"* 0.0489* 0.0395"*
Number of employees (15.27) (24.94) 819)
Industrial complexes oo™ 00061 L
P (314 (223) (0.10)
. . -0.0031 -0.0026* 0.0003
Linear distance to the nearest IC (143) (175) 007)
. . ) 0.0136"* 0.0094** 0.0283
Average industrial land price 284) (264 (258)
Density of employees low-technology 0.0003
industry (0.13)
Density of employees medium- 0.0056"**
technology industry (350)
Density of employees high+technology 0.0053
industry (1:35)
Number of observations (N) 32,697 97,322 13,690
Adjusted R2 0.2495 03104 0.2864
Coefficient of determination (R2) 0.2503 0.3106 0.2880

Dependent variable: Establishment-Level TFP growth rate
Note: * p<.1; ** p<.05; *** p<.01. Numbers in the bracket represent ratio of t by taking heteroscedasticity into consideration.
Dummy variables of year, industry, and region were also included as independent variables but reporting of regression coefficient was omitted.
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The Great Demographic Reversal KDI'
(Goodhart and Pradhan, 2020)
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