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A window through which to view the world economy,
and with the power to energize the Korean economy,
KIEP presents new possibilities for the Korean economy.
Amid the changing world economy, KIEP has played a pivotal role in the establishment
of international economic policies in Korea by providing creative responses and
presenting effective policy options.
KIEP, a global think tank and leader of change in the world economy, was inaugurated in 1989,
marking its 25th anniversary in 2015.
With new momentum generated by its move to the Sejong National Research Complex
in December 2014, KIEP will continue to provide valuable insight and guidance
regarding the establishment of national economic policies by looking to the future
and to the rest of the world.
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President’s Message
On Publishing the KIEP 2014 Annual Report

The global economic condition continues to pose a significant challenge to Korea. China is closing in on the technological
gap and the timing of the rate hike by the US Federal Reserve creates uncertainty in the financial market. Furthermore, not
only the weakened Japanese yen but also Europe, mired in low growth, and emerging markets which appear to have run out of
steam, all contribute to global demand deficiency. These developments pose significant challenges to the highly open Korean
economy, making it difficult to maintain its reputation that it has kept over 70 years since its independence as a “strong,
export-oriented economy.”
In regards to the unification of the Korean Peninsula, now is the time for concrete policy actions. For to Korea, unification
is not a matter of “if ”, but “when” and “how” it will be achieved. In-depth reviews investigating the effects of the various
scenarios of unification of two Koreas continue to require great attention as it will have lasting impact far beyond Korea and
the four superpowers: the United States, China, Japan and Russia. More recently, the Eurasia Initiative, China’s “One Belt One
Road” and the US-led “Trans-Pacific Partnership” are equally important global agenda, prompting us to engage proactively.
Against this backdrop, KIEP has built an extensive research network with leading researchers from various fields, producing research
outcomes essential to establishing national strategy and shared these results with policymakers, academia, press and the private
sector. In 2014, our research on the benefits of the Korean unification, our appraisal of Korea’s FTAs over the past 20 years, and our
reinforced research efforts on the Chinese market have been particularly important, contributing no little to our policy dialogue.
KIEP has also successfully responded to national calls by tackling urging international economic policy issues. In order to
strengthen Korea’s economic partnerships through the existing current FTA networks, KIEP operated the ‘FTA Research
Group’ and disseminated research results through various publications and outlets. In particular, KIEP played a vital role in
concluding the FTA negotiation with China in November 2014. International conferences on the financial collaboration of
ASEAN+3 members and the creation of the Asian Currency Unit (ACU) within the region were also hosted by KIEP, lending
significant support to the development of short- and long-term national policy priorities for the Korean economy.
In December 2014, KIEP hosted a joint workshop, attended by specialists from major international organisations, on “Income
Inequality and its Policy Implications for Sustainable Growth”. The workshop offered an opportunity to highlight Korea’s
contribution to global discussions on ways to achieve sustainable growth and thereby overcome current economic challenges
the world is facing. It also spurred discussion on practical international cooperation measures on areas such as politics,
diplomacy and security. KIEP has embarked on a collaborative research partnership with the OECD on the ‘opening and
reforming of the service sector’, in a joint effort to identify new sources of growth. In addition to the activities listed above,
KIEP 2014 annual report outlines various projects and activities carried out by our institute throughout the year.
Going forward, KIEP’s unique research areas as a government think tank such as analysing global risks and threats to the world
economy, formulating a new set of trade policy in the advent of Mega FTA era, and conducting lead researches in Global Value
Chains (GVCs) will continue to prove our importance in developing Korea’s international economic policy. KIEP is committed
to laying the foundation for international cooperation towards national unification, a greater regional economic integration in
the Asia Pacific and strategic advancements into emerging markets such as Latin America, Central Asia and Africa.
With this in mind, we extend our sincere gratitude for the unwavering support and interest in our work. As the leading think
tank in the making of Korea’s international economic policy, KIEP will remain dedicated to supporting the government in its
economic policy formulation.
President
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About KIEP
Amid the turbulence of the world economy,
we guide the Korean economy in the proper direction.

Roles

KIEP was established to help deal with external challenges associated with fluctuations
in the world economic environment and identify the international position Korea should assume
and the role its economy should play in the 21st century. The Institute contributes
to the establishment of national policies by researching and analyzing issues related to
multilateral and bilateral trade negotiations, international financial cooperation, international investment,
and major countries and regional economies, as well as by developing policy instruments.
Data research and
analysis on international
economic trends and
policies in the
global economy and
key economic regions

Development of
international
economic
policy measures

Research on international
economic policies:
Trade and commerce,
international financial cooperation,
international investment and
foreign region studies

Training experts
on international
economic affairs

Main
Function

Outsourcing for
global economy research
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National
Role

Joint research and networking
with domestic and foreign institutions Education
and promotion of the global economy
and international trading policies

Basic research
on global regions

11

About KIEP

KIEP 2014 Annual Report

Vision & Mission
KIEP aims to provide proactive support to enhance the status of
Korea in the world economy.
KIEP has contributed to the establishment of Korea’s international economic policies
and the strengthening of its economy and, based on its creativity and professionalism,
will continue to grow to become one of the nation’s most renowned public research institutions.

Management Goals and Action Plans

Mid- to Long-Term Goals

To reinforce research
on economic policies

KIEP’s Vision and Management Goal
(2014~2016)

Mission

To secure global
competitiveness in the
research domain

Vision

To research and
analyze foreign economic
policy-related matters
to help establish
Korea’s international
economic policies
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+

A research institute
supporting the
enhancement of the
Korean economy’s status

+
To build a creative
operating system
for the institute

Enhancing research capability
- Improving research efficiency
- Increasing professional research manpower

Facilitating easier research output
- Creating world-class research output
- Aligning the output sharing system

Enhancing policy utilization of research output
- Developing policy tasks
- Improving policy relevance and practicality of research

Building a creative management environment
- Establishing a creative organizational culture
- Improving the stability of institutional management
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Organization
KIEP’s researchers, experts on the economy and global trends, are investing every effort
into studying economic policies with the purpose of contributing to the welfare of Korea
and the Korean people. KIEP is also working to its full capacity in the areas of support
toward government policy development, R&D support, and research output sharing.
Auditor

President

Office of the
Auditor

Senior Vice
President

196 in total
Department of Department of Department of Department of Department of Department of Department of
International
International
Northeast
Asia-Pacific
Europe,
Planning &
Knowledge
Macroeconomics
Trade
Asian
Americas
Coordination
Information
& Finance
Economies
and Eurasia
Services

International
Macroeconomics

Trade and
Investment Policy

Cooperation
Policy

International
Finance

Multilateral
Trade

International
Southeast Asia
Cooperation for
and Oceania
Korean Unification
India-South
Asia
China

Regional Trade
Agreement

China’s Regional
and Provincial
Research

Japan

Development
Cooperation

Americas

Planning &
Budget

Europe

Human
Resources

Russia and
Eurasia

General Affairs
& Accounting
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Information
Resources &
Services

Public
Relations

Information
Technology

Outreach

G20 Research
Support Group

Research workforce

137ppl

69.9

KIEP
Publishing

%

Africa and the
Middle East

Supporting workforce

59ppl

30.1

%

Strategy
Research

Beijing Office
※ Based on 2015.7.1.

Office of
External
Coordination

National Center for
APEC Studies

KEI of America
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Organization

Our researchers deal with a wide range of topics and regions.

Department of
International
Macroeconomics
& Finance
Responsible for
exploring policies for
stable growth of the
Korean economy through
analysis of international
financial markets and
the world economy, with
emphasis on developed
and major emerging
economies; in addition
to proposal of long-term
visions to enable active
involvement by Korea
in the establishment
of a new international
economic order.
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Department of
International Trade

Specializes in research
on international trade
and investment including
in-depth analysis on
the trend and changes
in the international
trade environment and
formulation of proposals
for strategic response
and policy directions for
the government of Korea.

Department of
Northeast
Asian Economies

Department of
Asia-Pacific

Conducts research on
trends in finance and
the economy, as well
as on the status of
international economic
relations and systems
in Northeast Asia and
China, multilateral
economic cooperation
in East Asia, economic
partnerships of the
GTI (Greater Tumen
Initiative), economic
hub strategy,
and international
collaboration relating to
North Korea and Korean
unification.

Conducts research on
trends in international
economic relations
with Japan, Southeast
Asia, Oceania, India,
and South Asia, as well
as on their economies,
and presents directions
related to major national
policy issues, such as
knowledge and creative
economy, environment,
and energy, as well as
to economic cooperation
in the Asia Pacific
region and international
development
cooperation.

Department of
Europe, Americas
and Eurasia

Department of
Planning &
Coordination

Department of
Knowledge
Information Services

Identifies trends in
emerging and advanced
economies in response
to changes in the
international economy
and economic order.
Research objectives
include 1) analyses of
economic policies and
institutions of advanced
and emerging economies
to obtain better
understanding of their
economic relations with
the world and Korea,
2) development of policy
directions and measures
for economic cooperation
between Korea and
its strategic economic
partners around the world.

Comprised of the Planning
& Budget, General
Affairs & Personnel,
Finance & Accounting
Teams. Supervises and
undertakes researchsupporting work, i.e.
project planning, budget
allocation, research
planning and personnel
management, as well as
government-related work.

Serves as an information
window for the
institute, responsible
for information resource
management, data
information, publication
and editing, with the
goal of accumulating
knowledge and
information, and
promoting research
output.

Office of External
Coordination

G20 Research
Support Group

Publicizes its research
activities through
the news media,
disseminates research
results using new media,
and builds networks
with domestic and
international research
institutions and relevant
government ministries
and agencies, thereby
creating synergy
through sharing and
collaboration.

Supports research
related to the G20, which
comprises of the G7, EU
Chair and 12 emerging
nations.

Beijing Office

National Center for
APEC Studies

KEI of America

Analyzes and researches
trends in the Chinese
economy, runs networks
and exchanges research
with local experts,
examines China’s press
coverage on Korea, hosts
international events and
briefings on the Korean
economy.

In charge of research
related to economic
cooperation with the
APEC region and APEC
countries, and work
related to the APEC
Research Consortium
Secretariat and KOPEC
Secretariat.

Situated in Washington
DC, the Korean Economic
Institute of America
works to develop the
Korea-US relationship
and supports economic
cooperation between the
two countries.
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History
KIEP has kept abreast of the changes and developments in the world economy.
While addressing the changes and rising to the challenges of the world economy,
KIEP has played an indispensable role in establishing Korea’s international economic policies.
Now, taking advantage of its insight into the world economy, KIEP is moving the Korean economy toward a new future.

Global economic issues
KIEP

2010.1

2011.7

FTA came into effect with nine
ASEAN countries.

The Korea-India Comprehensive
Economic Partnership Agreement
(CEPA) came into effect.

The Korea-EU FTA came into effect.

2004.4

2009.11

The Korea–Chile FTA came into
effect as the first Korean FTA.

Korea joined the OECD
Development Assistance
Committee (OECD-DAC).

2010.11

1986.9

1995.1

1997.12

2000.10

2008.11

Uruguay Round declaration in Uruguay.

WTO, an international organization,
was established.

Korea concluded an MOU for a relief
loan request to the International
Monetary Fund (IMF).

The ASEM Summit Conference
held in Seoul.

1989.11
APEC established.
Global
economic issues

1996.12
Korea joined OECD.

1990

1998.11
International Economy Coordinating
Committee began promoting free-trade
agreement (FTA).

The G20 Summit Conference
held in Seoul.

2012.3
The Korea–US FTA came into effect.

2014.11
The Korea–China FTA concluded.

2000

1989

2014
2010

2000.4

KIEP

1989.8

1990.1

1994.12

KIEP (Korea Institute for International
Economic Policy) Foundation established.
Dr. Jeok-gyo Kim appointed as the first
president of KIEP Foundation.

Took over supervisory functions for US KEI
and operations of the Korea National
Committee for Pacific Economic
Cooperation (KOPEC).

Designated as the Korea APEC Study
Center (International Economy
Coordinating Committee).

1989.12

1992.1

KIEP was re-established by a special act
(Foundation dissolved).
Dr. Jeok-gyo Kim appointed as the first
president.

Established the Northern Regional Center
(Dissolved and merged with the
International Private Economy Council).

1992.10

2010.2

2013.8

Establishment of the DDA Research Center.

Established the regional and
provincial research team for China.

Dr. Il Houng Lee appointed as the
9th president.

2003.4

2011.8

2014.1
Reorganization into two bureaus,
seven departments, the PR team,
the Outreach Team, and the G20
Research Support Group.

2002.3

Established Beijing Office.

The Center for Northeastern Asia Research Development became
the Center for Northeast Asian Cooperation.

1997.1

2004.12

The Emerging Region Research
Center established (The World
Regional ResearchCenter expanded
and reorganized).

Designated as an specialized research institution for international
event(Regulation on international event invitation and hosting).

2012.3

2014.5

The Korea–China FTA Research
Support Group established.

Established the KU-KIEP-SEB EU Center.

Established the Center for Northeast
Asian Research Development.

The name of the Northern Regional Center
changed to the Center for Regional
Economic Studies and Research.

1997.10

1994.1

1999.1

Designated as the secretariat for Korea’s
Official Pool of International Economists
(International Economy Committee).
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1995.3

The Regional Information Center reorganized and
renamed the World Regional Research Center.

Incorporation of the Regional
Information Center into KIEP.
Changes in the act for the establishment
of KIEP (KIEP Act→Act for establishment,
operation, and development of
government-funded research institutions).

2005.12
Established the SNU-KIEP EU Center.

2008.6
Reorganization of the Center for Northeastern Economic
Cooperation in the International Development Cooperation Center.
The ODA Team newly established.

2013.4
Established the East Asian regional
FTA Research Support Group.

2015.1
The Office of External Coordination
established.
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KIEP 2014
Let us look back on 2014, KIEP’s busiest year so far.
Standing at the center of change, KIEP laid a solid foundation for the future in 2014!
Let us take a look at the intense activities in which KIEP engaged to rise as one of the
leading research institutions in the world.

2014. Jan.

1

8

14

[Seminar] The Change of
China’s Economic Environment after
the 18th Third Plenum and
its implication

2014. Feb.

2

11
[Seminar] Seminar on the
ASEAN Economic Community

[International Conference] Strengthening
Economic Cooperation in ASIA

[Seminar] Comparative Study on Green Growth
Strategy in China and Korea(with Dr. Lu Wei)

16

22
[Seminar] China and South Korea’s status in Global
Value Chain after financial crisis(with Dr. Li Dawei)

Commemoration for the 24th Anniversary of the
founding of KIEP

20

18

21

28

[Seminar] Industrial Cooperation between Korea
and Latin America with Development Bank of
Latin America(CAF)

[Seminar] Eurasia Initiative: Significance
and Promotion Efforts
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KIEP 2014

2014. Mar.

3

24

22

28

4

[Press Conference]
Prospects for the World Economy
and Major Issues for the Second
Half of 2014

9

22

The 1st Talk Concert for Emerging
Market: How to be a global leader
(HANYANG University)

2014. Jun.

[Forum] 2014 The 1st KOPEC
Asia-Pacific Era

[Forum] The 2nd Korea-Iran Forum:
New Prospects for Economic and Cultural Cooperation
between Korea and Iran

2014. May.

5

2

9

19

[Seminar] Eurasia Initiative
and the Prospective
Cooperation between Korea,
Central Asian countries,
Azerbaijan and Mongolia

[Seminar] Economic Cooperation between
Turkey and Korea

22

29

[Seminar] Strategy for Entering China’s
Regional and Provincial Domestic Markets

[Seminar] KIEP-OECD Joint Seminar on
Key Policy Challenges for Southeast Asia

2014. Apr.

27

6

The 2nd Talk Concert for Emerging Market:
New Qualifications for China Experts by
Changes in China (SUNGKYUNKWAN University)

3

[Seminar] Business Strategies and Investment
in the Brazilian Market

24

17

[Seminar] Building a Financial Safety Net and
the Internationalization of the Korean Won

27

[Seminar] Korea-Russia Cooperation in the
Far East in light of the Eurasia Initiative

KIEP Emerging Economies Pathfinder
Project Initiated

2014 THE KOREAN ECONOMETRIC SOCIETY
Summer Conference

23
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KIEP 2014

2014. Jul.

7

10

24

18

23
[Seminar] Russia, the Ukraine Conflict, and Foreign
Economic Sanctions: Implications for the Economies of
Europe and Asia

[Seminar] ‘Supporting-point Strategy
(支点战略)’ of Hubei Province and
Korea-Hubei Cooperation

2014. Aug.

8

[Seminar] China's Expanding
Domestic Markets and
Korea-China Economic Cooperation

21

[Conference] 2014 Korea Dialogue
Conference on Strengthening North
Pacific Cooperation

The 3rd Talk Concert for Emerging Market:
How to be a global leader
(Hankuk University of Foreign Studies)

28

25

[Forum] 2014 The 2nd KOPEC
Asia-Pacific Era

The 29th International Conference on
Korean-Japanese Economy and Management

2014. Sep.

9

2

4

17

[Seminar] Korea-Vietnam
Economic Cooperation:
Issues and Prospects

[Seminar] Formation of the East Asian
Economic Bloc and Korea-China Cooperation

24

The 4th Talk Concert for Emerging Market:
How to be a global leader
(BUSAN UNIVERSITY OF FOREIGN STUDIES)

[Seminar] Cost-Benefits of the Unification of
the Korean Peninsula to Neighboring
Countries - U.S., China, Japan and Russia

10

2014. Oct.

9

[Seminar] The 10th East Asian Institutes Forum

[Seminar] The 8th Trilateral Workshop
of KIEP-PRI-CASS

21

[Seminar] 2015 Asia & World Economic Outlook:
Trade and Financial Integration in the World
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KIEP 2014

2014. Nov.

11

5

13

2014. Dec.

[Forum] Trilateral Youth Forum
for the Future

[Seminar] Economic Integration of
Korean Peninsular and Northeast Asian
Economic Cooperation

12

4

[Seminar] German Unification and Beyond:
Its consequences and Implications on the
Korean Peninsula

18

21

[Seminar] International Conference on the
2015 G20 Development Agenda

8

9
[Forum] The 18th Korea-Latin
America Business Forum

[Seminar] Strategy for Advancement into
Emerging Markets and Risk Management

25

Enhancing Entrepreneurship and Job Creation
in Europe and Korea: Current State, Obstacles
and Cures

27

30

•[Conference] 2014 Seoul Conference on Trade & Industry
•[Seminar] Fifth Republic of Korea (ROK)-SAARC
Partnership Seminar

10

12

[Seminar] KIEP-KSIL
Joint Seminar

2014 KIEP and Association of
Area Studies Conference

26

[Forum] The 1st KIEP-AUS
International Forum

•[Seminar] KIEP-ILO-SNU Seminar
•Relocated to the Sejong National Research Complex

[Forum] The 6th Central Asia Academic Forum

27
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KIEP in Policy

Operation and Performance of the Policy Studies Network

The research conducted by KIEP serves as a guiding compass for
Korea’s international economic policies.
43
Domestic Seminar/held 20
International Seminar/held

The ultimate purpose of KIEP's research on international economic policies is to promote the national economy and bring greater
happiness to the Korean people. The Institute is dedicated to researching the core economic issues and tasks facing Korea
in order to help formulate international economic policies that reflect the hopes and dreams of the people and the nation.

The Current Status of Participation in Research
on the Five Core Government Projects

Strengthening economic safeguards
against external risk factors

Discussion Session
with Invited Experts

9

Support for Academic Events

407
Consultation and Deliberation 104
Announcement and Debate

6

100

Total of
valid MOUs signed
with domestic and foreign
organizations for 2014

Research on cooperation
and peace in Northeast Asia
and expansion of
cooperation in Eurasia

Strengthening cooperation
in the area of industrial
resources to expand
further into emerging
markets
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Meaningful preparation for national
unification through capacity building
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Strengthening economic cooperation
through the FTA network

The Total Budget
Basic Research

400billion won
256billion won

9

Research expenses

25

Research Management

15

Special Research

10

General Projects

9

Five Core
Government
Projects

Bud
get

no. of Participation Projects
Total

28

Operation of GPAS Project with
Graduate Schools of
International Studies

59 Research Projects

The
Par numbe
ticip r of
ants

150(inside)
40(outside)

29

Infographics

KIEP 2014 Annual Report

KIEP in Policy

Participation in and support for
national policy tasks

Strengthening economic cooperation through the FTA network
KIEP analyzed the impacts of the TPP and Korea’s FTAs with China, Australia, and Canada and
evaluated the progress of FTAs that have already been launched. In addition, the Institute
supported the government’s trade negotiations in 2014 by attending a total of 14 ministerial
meetings on the international economy, where it presented solutions to major trade issues
that the government is currently facing.
- Hosted 2014 Seoul Conference on Trade & Industry
- Conducted study on how to increase the use of FTA preferential tariffs on agricultural exports
- Studied the establishment of the work plan of the WTO Doha Development Agenda (DDA)
-
Researched ways of developing economic and technological cooperation in the Regional
Comprehensive Economic Partnership (RCEP), with a focus on the case of Korea (joint research with
the Economic Research Institute for ASEAN and East Asia (ERIA))
- Analyzed economic implications of the Korea-Canada FTA (joint study conducted by three institutions)
- Evaluated implications of the execution of the Additional Protocol to the Free Trade Agreement
between the Republic of Korea and the European Union and its Member States
- Conducted evaluation of the progress of the Korea-EFTA FTA
- Carried out study of economic implications of the Korea-Australia FTA (joint research by three institutions)
- Assessed the progress of the Korea-Singapore FTA
- Analyzed economic impacts of the Korea-New Zealand FTA
- Performed assessment of the impacts of the Korea-China FTA (Ministry of Oceans and Fisheries,
Ministry of Agriculture, Food, and Rural Affairs)
- Conducted comprehensive research on the TPP as well as on the in-depth study of the TPP
- Analyzed the G20 Mutual Assessment Process (MAP) and major policies of G20
-H
 eld the Fifth ROK-SAARC (South Asian Association for Regional Cooperation) Partnership Seminar
- Evaluated Korea’s participation in the APEC Summit and studied possible long-term projects
- Carried out a study of Korea-China FTA policy directions for bilateral economic cooperation in the age
of mega-FTAs

30

Meaningful preparation for national
unification through capacity building
Strengthening economic safeguards
against external risk factors
By attending ministerial meetings on the international
economy and joining the macroeconomic task force of
the Ministry of Strategy and Finance, KIEP provided
expert advice and opinions on the current status of the
world economy and possible government responses.
In addition, we conducted research projects and held
seminars on the regional financial cooperation among
ASEAN+3 members in order to launch a network to
safeguard the regional financial stability of ASEAN+3
and the settlement of the ACU (Asian Currency Unit).
- Studied and promoted the use of the ACU for trade
settlements within the ASEAN+3 region
- Provided support for holding international seminars on
financial cooperation among ASEAN+3 countries
- Conducted research on the prospects of the world economy
in 2014 and policy trends of major countries
- Released a report on economic development in emerging
regions
- Evaluated the status and prospects of China’s “One Belt,
One Road” plan, and established economic and diplomatic
strategy toward China

KIEP released reports and gave presentations for
government ministries and the Unification Preparatory
Committee, thereby contributing to the rising hope
for unification among the international community,
and analyzed the benefits and economic effects of
unification on the Korean peninsula for the surrounding
four superpowers, thereby preparing a basis for a
national unification policy. KIEP also conducted research
on practical ways of streamlining an operational system,
such as customs clearance and land use, for Kaesong
Industrial Complex.
- Conducted study of payers and standards of land use fees
in Kaesong Industrial Complex
- Consulted on the government’s policy toward North Korea
and unification policy
- Participated in expert meetings on how to prepare the
economic sector for unification
- Studied issues related to the establishment of an efficient
trade system to facilitate trade cooperation in Northeast
Asia, and reviewed customs administration in Kaesong
Industrial Complex
- Participated in advisory meetings to discuss ways of
improving and expanding North Korean statistics (information)
publications and services
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KIEP in Policy

Strengthening cooperation in the
area of industrial resources to expand
further into emerging markets
By conducting research on ways of utilizing the ASEAN
Economic Community (AEC), KIEP developed agendas
for the Korea-ASEAN summit and provided advice
by attending strategy council meetings on entering
emerging markets. Furthermore, an international
conference was held to explore ways of promoting
industrial cooperation between Korea and Latin
America, and research was conducted on how Korea
should respond to the economic policy of Brazil’s next
regime.
- Studied means of achieving economic benefits through
the ASEAN Economic Community (AEC), and developed
agendas for the Korea-ASEAN summit
- Researched ways of strengthening cooperation in industry,
resources, and trade with Mongolia
- Held a seminar on industrial cooperation between Korea
and Latin America through the Development Bank of Latin
America (CAF)
- Participated in strategy consultation meeting on entering
new emerging markets, and released report on UAE markets
- Studied ways of entering new emerging markets using
promising sovereign wealth funds (underway)
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Research on cooperation and peace
in Northeast Asia and expansion of
cooperation in Eurasia
To support the Korean government’s Eurasian Initiative,
KIEP presented specific tasks and methods for
cooperation and played a key role in building networks
among policy research institutions in relation to
the Greater Tumen Initiative (GTI). In an effort to
strengthen partnerships in Northeast Asia, we held an
international seminar, to which Sergei A. Karaganov,
chairman of the Valdai Discussion Club of Russia,
was invited, and discussed ways of consolidating
partnerships in Eurasia.
- Tasks and strategies to secure cooperation for the Eurasia
Initiative
- Carried out network-building activities among GTI policy
research institutions, and developed tasks for the creation
of an efficient trade system
- Held international conferences on economic and financial
partnerships in Asia
- Met with Sergei A. Karaganov, chairman of the Valdai
Discussion Club of Russia
- Studied ways to build the Eurasia Transport and Logistics
Network

Responding to climate change by
reducing greenhouse gas emissions

Continued expansion of ODA and
cooperation for development
By developing relevant ODA agendas for the G20
nations, KIEP contributed to securing Korea’s position
as a leading member of the Group, and presented
self-assessment methods for ODA institutions, thereby
increasing the effectiveness of ODA.
-
Carried out a meta-evaluation of the self-assessment
results of ODA institutions, and prepared ways of improving
systems in relevant ministries
- Studied G20 development agenda and Korea’s policy tasks

Through analyses on discussions of climate finance
held by the international community, KIEP proposed
methods of raising and expanding funds for the Green
Climate Fund (GCF) and presented the government
with an appropriate stance on and response to
trade agreements on environmental goods between
plurilateral parties of the WTO, as well as negotiations
under the Post-2020 climate change regime.
- Held discussions on the climate finance of the international
community, studied responses, and offered suggestions on
how to raise funds for the GCF
- Conducted a study on the economic feasibility of trade
agreements among plurilateral WTO parties regarding
environmental goods, and created momentum for Korea to
participate in the negotiation
- Studied possible responses to the implementation methods
and supporting agenda in the context of the Post-2020
climate change regime, and provided reference information
for the “2015 Agreement.”
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KIEP in the Media
Via Internet News

News media coverage indicates many have great respect for and
confidence in KIEP as the top research institute in Korea.

1,784

times

column/article(5), mentioned(880), quotation(825), interview(53),
discussions(2), survey(19)

The public image of the Institute and related articles featured in the news media clearly express the
highly respected status of and great public confidence in KIEP.
KIEP’s performance and research outcomes are drawing increasing attention from the press, with the
Institute having become the yardstick by which international economic policies are measured.

Media coverage

Via Daily Paper

492

times

column/article(4), mentioned(173), quotation(234),
interview(65), discussions(9), survey(7)

Increased media
coverage for KIEP
- 1,128 new cases
Increase in media
coverage by 79.2%

2,553

2013
2014
1,784
1,425
822
464

492

Daily Paper

56
Internet News

89

83

Weekly/
Monthly Paper

188

Broadcast

Total

Online and social network
20,138
2013
2014
1,869

2,606

2,959

887

Facebook ‘Like’

(Increase of 1,896 cases
relative to previous year)

34

Twitter follower

(Increase of 353 persons
relative to previous year)

KIEP blog opened;
no. of users in 2014

(Achievement rate of 201.3%
relative to initial target)

Via Weekly/Monthly Paper

89

times

column/article(12), mentioned(20), quotation(46),
interview(7), discussions(2), survey(2)

Via Broadcast(Radio/TV)

188

times

column/article(54), quotation(97),
interview(28), discussions(8), survey(1)
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KIEP in the World

Proliferation of Research Results via Foreign Media
- Compile List of International News Reporters

KIEP observes the world economy with insight and keen intuition.

- Creation of Database of English Articles
- Creation of International Press Network

In 2014, KIEP focused on sharing valuable information by spreading its research results across the world,
thereby supporting its rise as one of the top, globally-accredited research institutions.

- PR Efforts for Major International Seminars

Total 37 Reports on KIEP by
Foreign Media Source
(Increase of 31 cases relative to 2013)

Worldwide Proliferation of Research Achievements in 2014
Dissemination of Research Achievements through SSRN

Operation of KIEP Homepage and Dissemination of Research Achievements

- KIEP Newsletter provided to about 10 thousand recipients on a semiweekly basis by ERN(Economic Research Network)

Worldwide Dissemination of Research Achievements through KIEP Homepage
(http://www.kiep.go.kr/index.jsp)

39,134

34,587

- Structure of the Distribution of Major Contents

28,563
12,852

USA

China

Japan

100
5,746
Australia

3,894
India

55
etc.

5

1

APEC Study Series

Conference Proceedings

Countries connected to KIEP Homepage in 2014(Unit: persons)
The Number of Foreign Visitors to Homepage
Total 124,776 in 2014(Unit: persons)

Policy Analysis

Journal of East Asian
Economic Integration(JEAI)

94

KIEP English SNS channels (via Facebook/Twitter) launched
(http://www.facebook.com/KIEPenglish)

38

40

Working Paper

Policy Reference

5

338

Staff Papers

World Economy update

Posted Results of a Total of 191 Research Projects/Studies

Total
Operation of Internet Homepage(http://www.jeai.org/)
for the KIEP English Journal,
JEAI(Journal of East Asian Economic Integration)

Participation in Major International Book Fairs
- Exhibition by Commission of 5 KIEP Publications in Frankfurt, Beijing, Tokyo and Istanbul Book Fairs
- Exhibition by Invitation at the New Delhi International Book Fair
JEAI Registered in Overseas Databases

36

- EconLit / ProQuest / SSRN
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KIEP in the World

Stimulation of the Global Network
Creation and Operational Performance of Networks with Foreign Research Institutions

Concluded

7 New MOUs in 2014

Engagement in Joint - International Research

75

10

Total of
Vaild MOUs Concluded
with Foreign Institutions

4

Conducted
cases of Joint International
Joint Research Projects

Conducted Research Projects
Commissioned from OverseasA

3 Commissioned by the ADB
(African Development Bank)

Organization of International Seminars and Participation

43

Total of
International Seminars Hosted

38

Participation by Total of
Researchers

65

1

Project Commissioned
by the IDB (Inter-American
Development Bank)

The Exchange and Utilization of Researchers with Foreign Research Institutions
and International Organizations

149

Total of
Presentations and Discussions

8

Researchers Dispatched to
International(Research) Institutions for Research Work

9

Experts from Foreign Research
Institutions Invited for Research work
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Long-term Trade Strategies Study Series

Highlight 2014

Cost-Benefit Analyses of
Unification and Economic
Integration Strategies of the
Korean Peninsula

North America

Europe

Policy Analyses Summary Report, 150pages

Asia

Africa
Oceania
South America

Those of us living in the contemporary times have a common mission to achieve
unification in the Korean peninsula for the joint progress of South and North
Korea based on the support of the international society and Northeast Asian
cooperation. Korean unification is also an historical imperative for the Koreans
who have been one nation and one people for a long time. Therefore it is
necessary to present to the government strategies and policy alternatives through
in-depth research on ‘when’ and ‘how’ unification would be achieved, and ‘what’
kinds of impact it would have, rather than ‘if’ it will happen.
In this respect, this book is a summary of 7 studies conducted under the ‘Research
Project on the Unified Korea and Northeast Asian Economic Cooperation’. Its
main contents include analyses on the costs and benefits of the unification of
Korea in the perspective of its four neighboring countries –US, China, Japan, and
Russia; effects of inter-Korean economic integration in Korea’s perspective, and
analysis of diplomatic/security benefits of unification.
The world is now more interconnected than ever, and Korean unification will
invariably impact its neighbors. In this regard, the cost-benefit analyses of the four
countries are quite meaningful in that 12 overseas Korea specialists analyze the
benefits of Korean unification and provide policy suggestions to maximize these
benefits from the perspective of their own respective countries. In addition, the
three research projects conducted by 11 domestic experts which provide advice
on the effects of economic integration along with strategies for Northeast Asian
cooperation based on their analysis on inter-Korean economic integration and
diplomatic/security benefits of unification are also extremely valuable.
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The research projects conducted by researchers from 4 major countries present
four unification scenarios-status-quo, North Korea’s reform and opening-up,
absorption of the North by South Korea, and peaceful unification. In the case of
peaceful unification, which is preferable to all parties involved, the US, China,
Japan, and Russia will all witness an increase of $7.6 to 48.5 billion in their
GDPs, and creation of 210,000 to 5,640,000 new jobs, resulting in positive ripple
impacts for all 4 countries. According to the analyses, China will be the biggest
benefactor of Korean unification, the US and Japan will reap similar benefits,
and Russia will benefit the least. In the event of Korean unification, China’s
three northeast provinces will become a vibrant logistics center and hub for the
Eurasian Continent and the Pacific region. According to the study by Japanese
researchers, a ‘Super Korea’ will emerge after Korean unification, rivaling Japan.
The russian researchers analyzed that if energy exports increases; and the Siberian
railway and gas pipeline were connected all the way to the Korean peninsula as a
result of unification, it will lead to an economic boom in the Far East.
Domestic researchers show that unification will bring changes in factors of
production, market expansion, decrease in military spending, and improvement in
international credit rating. According to their various unification scenarios, North
and South Korea’s GDP growth rates will increase 16%p and 1%p respectively
between 2016 and 2030. In the early stages of unification, independent currencies
should be used but One Korea Indexed Unit of Account (OKU) must also be
introduced; and in order to make use of North Korea’s human resources, disparity
of wages between South and North Korea is unavoidable. They also analyze that a
unified Korea will contribute to the resolution of the security dilemma in
Northeast Asia by buffering the competition for economic and military hegemony
between major powers such as the US vis-a-vis China and China vis-a-vis Japan,
facilitating cooperation. Also, North Korea’s denuclearization alone will, in and of
itself, significantly benefit neighboring countries.

A Study to Analyze Cost-Benefits of the Reunification of
Korean Peninsula to China
Policy Analyses, 176pages
Jingyi Jin
Qiangyi Jin
Yinzhe Piao

A Study to Analyze Cost-Benefits of the Reunification of
Korean Peninsula to Japan
Policy Analyses, 256pages
Kyoji Fukao
Tomohiko Inui
Hyuk Uk Kwon

A Study to Analyze Cost-Benefits of the Reunification of
Korean Peninsula to the United States
Policy Analyses, 158pages
Marcus Noland
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The specifics of US interests and involvement in unification are partly contingent on the
following scenario: excluding the horrific possibility of war, the main two scenarios include
a protracted, consensual process in which North Korea maintains sovereignty through a
relatively long transitional period or an abrupt collapse and absorption scenario along the lines
of the German experience.
According to this study, the more traumatic collapse scenario followed by the successful
rehabilitation of the economy in the northern part of the peninsula generates a larger impact
on the US. In such a scenario, conservatively estimated, US merchandise trade with North
Korea might expand from virtually nothing to approximately $1 billion, with a possible
additional $300-425 million in services trade.

China is pursuing a regional development strategy for its northeast region with the realization
that it is an area imperative to China’s future development and that it will function as a powerful
engine in securing China’s regional competitiveness. For the successful development of northeast
China, however, the issues related to the Korean peninsula must first be resolved. Therefore, it
is important to understand how China views the Korean Peninsula, and which strategy it will
employ.
This study concludes that China will choose a policy strategy that supports the unification of the
Korean Peninsula in order to implement its own national strategy. If a Northeast Asian triangular
trade network becomes a reality, China’s northeast region would be the greatest beneficiary in
connection with the unification of the Korean Peninsula. This would mean that the Northeast
region could become a new engine of growth for the Chinese economy.

A peaceful and market-oriented unification of South and North Korea is likely to give rise to a
large investment boom in the unified Korea. This boom in demand is likely to lead to substantial
increases in GDP and employment among Korea’s trade partners (Japan, the United States, etc.),
most of which are currently suffering from a serious lack of demand.
However, the domestic savings in Unified Korea would be insufficient to finance this massive
infrastructure investment. On the other hand, as both the Japanese and Chinese governments
hold large amounts of foreign currency reserves, and they might consider utilizing some portion
of their reserves for investments to infrastructure funds for northern Korea. And Japanese private
firms may consider participation in the Unified Korean infrastructure projects as a big business
opportunity if the associated risk for the business is reduced by a guarantee from an international
fund institution.

A Study to Analyze Cost-Benefits of the Reunification of
Korean Peninsula to the Russian Federation
Policy Analyses, 268pages
Alexander Zhebin
Svetlana Suslina

In this study we consider five scenarios for Korean unification: 1) military unification, 2) regime
collapse, 3) maintaining the status quo, 4) reconciliation and cooperation, and 5) the optimal
scenario of inter-Korean relations, peaceful unification. Reconciliation and cooperation represents
a far more profitable scenario since it significantly reduces the risk of large-scale armed conflict
on Russia’s borders and increases chances for the realization of multilateral economic projects.
Russia’s benefits may include revenues from the realization of railway and gas projects (up to
5.0 billion USD annually): acquiring a key position in facilitating trade flows from Europe to the
Korean Peninsula and back; increases in her trade with SK and NK; and more active participation
of the two Korean states in economic projects in the Russian Far East region.
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The Effects of Economic Integration between South
and North Korea
Policy Analyses, 142pages
Hankyoung Sung

Basic Research Report

A Study on the Decade of
Korea’s FTAs: Evaluation and
Policy Implications

This study estimates the effect of economic integration between South and North Korea for the
Six-Party Talk members including the U.S., China, Japan, and Russia by way of Recursive Dynamic
Computable General Equilibrium model.
This study predicts four types of changes from the integration, and utilizes previous studies to
estimate the volume of the changes. First, it predicts the change in production factors such as
labor, capital, land, and natural resources from the integration. Second, the unification, along
with the TPP, would expand the market size. Third, it considers improved finances from reduction
of military expense and subsidies from the South to the North. Last, it expects that South-North
integration would lead to relaxation of tensions in Northeast Asia and enhancement of trust at
the international level, which would affect the Six-Party Talk members positively.

Young Gui Kim
Hyeyoon Keum
Saebyul Yoo
Yang-Hee Kim
Han Sung Kim

Gradual Economic Integration between South and North
Korea and Economic Cooperation in Northeast Asia
Policy Analyses, 358pages
Kang Moonsung
Kim Hyung Joo
Park Soon-chan
Lee Manjong
Lee Young Hoon
Lee Jong-Wha
Lee Hongshik
Pyun Ju Hyun

Due to a huge economic gap that opened up between South and North Korea after nearly
seven decades of division in the Korean peninsula, it is expected that economic integration
between South and North Korea would naturally give rise to a number of issues in political,
economic, social, and cultural areas. Therefore, to analyze those issues and the path of economic
integration between South and North Korea with regard to reunification of the Korean peninsula,
this research aims to propose strategies for gradual economic integration between the two
Koreas, by analyzing the major issues in economic integration, such as trade and investment,
currency integration, and utilization of human resources; and assess their impact on the regional
production networks and the economic cooperation process in Northeast Asia.

Analysis on Diplomatic and Security Benefits of Unification
and Strategies for Unification
Policy Analyses, 146pages
Chaesung Chun
Sungbae Kim
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According to the “Unification Bonanza” initiative by President Park in early 2014, expectations
towards unification are rising alongside the realization that unification requires preparation.
Discussions that focus on the benefits of unification may be desirable for eliciting passion for
unification and seeking better strategies. However, the problem is with creating arguments for
overall comprehension of costs and benefits. Recent trends tend to stress economic costs and
benefits of unification too radically. Unification not only represents the emergence of a large-scale
community which is a unified Korea, but will also mean fundamental shifts in the geopolitical
configuration of Northeast Asia (hereafter NEA). For this reason, the costs and benefits in terms
of international politics must be reviewed in detail. This study seeks to move beyond discussions
that center on economic costs and benefits, and instead considers political, social, and diplomatic
costs and benefits. By doing so, we emphasize not only the benefits for a unified Korea, but also
benefits to the NEA and the world.

Policy Analyses, 304pages

It has been 10 years passed since the first Korea-Chile FTA went into effect. A
bilateral FTA has become more widespread, due to lack of progress in WTO
DDA negotiations since the 2000s. Korea, being a country highly dependent on
trade, has switched the direction of trade policy from multilateralism towards
bilateralism in order to respond to changes in the commercial environment.
In this study, we analyzed Korea’s FTAs policy based on the outcome of recent
bilateral FTAs from the perspective of achievement of policy objectives. This
study focused more on areas where evaluation of the effectuated FTAs was
possible, to enable differentiated and in-depth contribution from previous studies.
This evaluation has been made in two categories: internal and external issues. The
following issues were assessed in connection with internal issues; FTA network,
the products, service and investment in bilateral trade; and the assessment
of external issues included economic growth, consumer welfare, distribution
structure over industry and business scale, and changes in domestic policy.
Korea has consistently pursued its FTA policy based on the FTA roadmap of 2003
that encompassed FTA promotion strategies, selection standards for FTA partners
as well as its order of priority. It ultimately emphasizes three strategic principles
for FTAs: first, multiple simultaneous approach; second, comprehensive and
high-quality coverage; and public consensus-based procedures.
By evaluating the result of a decade of effectuated FTAs, Korea has successfully
established a comprehensive and high-quality, multi-FTA network. Starting with
the first Korea-Chile FTA in 2004, as of 2014 Korea has effectuated nine FTAs
with 46 partners including the US, EU and ASEAN, and concluded three. In the
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meantime, the number of bilateral FTAs in the East Asian region has gradually
increased to 71 FTAs in comparison with 58 FTAs a decade ago. According to
Social Network Analysis, the degree to which Korea is connection-centered (the
number of FTAs) and betweenness-centered (linkage between nations) was the
second highest among East Asian countries after Japan. Nevertheless, Korea
preferred to be economic partners with more comprehensive and advanced
economies such as the EU.
As for the change in trade volume through bilateral FTAs with Chile and
ASEAN, Korea has greater market shares, especially in favorable industries since
the FTAs went into effect. However, a first mover advantage was lost due to
bilateral FTAs between major competing nations and Chile/ASEAN. In the
case of FTAs with the US and EU, although Korea achieved some increases in
market share immediately after the effectuation of FTAs, the economic effect
of FTAs was smaller than expected because of delays in economic recovery in
these countries caused by the global financial crisis. In this context, this study
contains a regression analysis using a gravity model, with the amount of imports
as dependent variables and each FTA as key explanatory variables. As a result,
the concluded FTA has a positive effect on the growth in trade between trading
partners.
The number of export items in terms of FTA trading partners has grown by
6.1%p and 1.3%p in Chile and the US respectively, as the diversity of export
items has improved. By measuring the concentration of import items, the
import concentration is expected to lead to an increase in consumer welfare from
improvements in diversity and competitive structural change, but export intensity
actually deepened in some countries as to require 'discovery' of various export
items. The FTA resulted in positive effects both on the number of export and
import items by industrial analysis, whereas the impact on the value of imports
and exports has suggested the need for industry-specific measures tailored to the
different industries.
Services trade effect due to the FTA has mainly occurred in transportation,
telecommunications, insurance, computer services and trade-related businesses.
After the effectuation of the FTA, FDI from the US, EU, ASEAN and others has
increased but there was no evidence of increased FDI to the FTA partners. Only
FDI in manufacturing and service sectors to the US, EU, ASEAN has slightly
increased. However, a questionnaire survey of enterprises operating in ASEAN
and Central Europe showed that the effect of FTA was very limited since they
generally consider variety factors such as market scale and production cost when
investing overseas.
While previous studies mainly focused on the impacts of trade within bilateral
FTAs, this study will analyze the overall economic impacts of FTAs in terms of
growth and welfare as changes in bilateral trade may affect world trading and
the overall economy in a variety of ways. Regarding growth effect of FTAs, the
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results for EU was the highest with 0.9%; growth of 0.43% and 0.11% were seen
in ASEAN and Chile respectively. In addition, by comparing the overall growth
effect from FTAs to the total economic growth in 2013, the growth effect of
FTA accounted for 1.19% of the 3% total economic growth in Korea. It means
that an FTA can be considered as having a significant supporting role in Korea's
economic growth.
Regarding the result of business performance, the number of domestic export
enterprises has increased continuously from 2007 until 2012; the growth rates in
numbers of both large and small/medium-sized enterprises increased faster with
FTA partners. Despite the fact that most enterprises were inevitably subject to
market openness in the time of the launch of the FTA, some enterprises could
recover prior profit rates through export; however, domestic companies are likely
to experience difficulties due to decreased average profit rates.
The Korean government proposed institutional advancement as one of its
important policy measures while promoting additional FTAs with advanced
economies. In this study, the amendments into national law instruments based on
KORUS FTA were organized and evaluated in terms of their institutional linkages
by 6 different categories: ‘regulatory harmonization’ (4 cases), ‘institutional
streamlining’ (3 cases), ‘transparency’ (3 cases), ‘value-added services market
access’ (5 cases), ‘strengthening the level of protection in intellectual property
rights’ (9 cases) and ‘system of transparency’ (1 case). These institutional changes
shall ultimately promote competition through trade and investment in order to
improve industrial competitiveness, and continue to be monitored as to whether
the link is functioning properly.
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Basic Research Report

Development of the Cultural
Sectors of China and Its Regional
Cooperation
Suyeon No
Jihyun Jung
Jungu Kang
Jonghyuk Oh
Hongwon Kim
Hanna Lee

Policy Analyses, 356pages
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Korea announced that it had reached a bilateral free trade agreement (FTA) with
China in November 2014. This agreement signifies the strong interest of the
Korean government and companies in entering the domestic market of China,
including its cultural sectors.
This study considers cultural industries as an important sector in the cooperation
between Korea and China. A comparative analysis was conducted on the
development of local cultural industries of China in three environments: industry,
market, and policy. Based on the results from the comparative analysis, the study
provides suggestions for furthering Korea–China cooperation in the cultural
sectors.
The primary findings of this study can be summarized as follows: In Chapter 2,
we analyze the overall environment of the Chinese cultural sectors. The cultural
industries of China have maintained a steady growth of 20% CAGR over 10
years since 2004; its cultural market was the third-largest in the world in 2012.
The Chinese government has fostered its cultural industries since the beginning of
the 10th Five-Year Plan period (2001–2005) to strengthen the competitiveness of
these industries in preparation for joining the World Trade Organization in 2001.
Korea–China cooperation in the cultural sectors has been active, particularly in
the export of online games and co-production of films and animation. Trade and
investment are expected to further increase once the Korea–China FTA is signed
and various entry barriers are eliminated.
In addition, we compare the current situation of the Chinese cultural sectors by

region and suggest regional groups in the cultural sectors. Beijing, Shanghai, and
Zhejiang comprise the first-tier group, having well-endowed industry, market,
and policy environments. The second-tier group includes locations in the east
coast with relatively better infrastructure, such as Jiangsu, Fujian, and Guangdong
Provinces. Tianjin and Guizhou are noted for their similarities in display of strong
willingness to provide policy support for cultural industries.
In Chapter 3, we compare the regional environments by sub-sectors. In the
broadcasting sector, Beijing, Shanghai, Zhejiang, and Shandong as well as Hunan,
Sichuan, and Shaanxi are selected as ideal locations because these regions possess
the requisite environments in industry, market, and policy for development of
the broadcasting sector. In the film sector, Beijing, Shanghai, and Zhejiang are
the major regions. While three locations all have excellent environments, most
resources are concentrated in Beijing, which implies that development of the
Chinese film sector will be centered on Beijing for the foreseeable future. In the
online game sector, the availability of communication infrastructure greatly affects
development in the sector. Thus, industry and market are developed mainly in
Beijing, Shanghai, and Guangdong where the communication infrastructure is
well-established. In the animation sector, Shanghai represents the best location in
terms of industry, market, and policy environments together, followed by Beijing,
Jiangsu, Zhejiang, Hunan, Guangdong, and Fujian.
In Chapter 4, we propose a cooperative direction and cooperation strategies in
detail by region-sector matching, on the basis of previous analytical results and
suggest four groups for 31 provinces/municipal cities, namely, first-, second-,
third, and fourth-tier groups. The first-tier group (i.e., Beijing and Shanghai) has
cultural sectors with an excellent infrastructure and competitive sub-sectors, such
as broadcasting, film, online game, and animation. The second-tier group (i.e.,
Fujian and Sichuan) has a small number of competitive sub-sectors; at the same
time, the local governments are active in fostering cultural industries. The thirdtier group (i.e., Henan and Tianjin) requires a medium-term approach compared
with the previous two groups. Finally, the fourth-tier group (i.e., Jilin and
Neimenggu) requires a long-term approach through continuous monitoring.
In addition, we argue that the characteristics of each sub-sector should be carefully
considered for the local-level cooperation in cultural sectors. In the film and
online game sectors, a small number of major players are dominating the market
or industry of the country. In such situation, regional grouping is not very useful.
Strengthening cooperation with major regions, such as Beijing and Shanghai,
seems to be a better strategy. In contrast, in the broadcasting and animation
sectors, the development of industry or market is partly determined by the
support from the local government or relevant companies. Therefore, facilitating
cooperation with a number of regions is recommended for the broadcasting and
animation sectors.
Finally, we propose that collaboration in the cultural sector between Korea and

49

Highlight 2014

KIEP 2014 Annual Report

Projects Noted for Excellence in
Policy Contribution for 2014

China should thoroughly examine the locational context involving industry,
market, and policy environments. Depending upon the level of strength
of industry, market, and policy environment, a customized strategy can be
formulated in a manner to induce maximum benefits from the local environment.
On the basis of the preceding analytical results, we suggest the cooperation
strategy of the general cultural sector (Shanghai and Henan), broadcasting sector
(Beijing, Zhejiang, Shandong, and Sichuan), film sector (Beijing and Zhejiang),
online game sector (Sichuan), and animation sector (Guangdong and Hubei).
In Chapter 5, we discuss the strategies for the Korean government and companies
to expand cooperation with China in the cultural sectors. First, regarding cultural
services, the Korean government should adopt a gradual approach in the course
of post-FTA negotiations with China. In other words, the Korean government
can utilize the reservations list similar to that in the Korea–U.S. FTA for
future liberalization in the cultural services, include the “Protocol on Cultural
Cooperation” in the FTA, and discuss the opening of the online game sector
with the Chinese government. Moreover, the Korean government should build a
foundation for cooperation with China, enhance support for Korean companies
entering the Chinese market, and improve the existing system related to the
cultural industry.
With regard to the Korean companies, we suggest that they should strengthen
their planning capability and creativity, diversify business partners and products,
and carve out a niche market. In addition, localization (i.e., establishing a
subsidiary or an R&D center in China) can be adopted as a long-term strategy.
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Issue Papers

The Economic Policies and
Implications of China's Major
Region in 2014 : Summary Report
Jihyun Jung

Regional Economy Focus, 21pages

In January and February of 2014, the Lianghui (“two meetings”) were held in
31 provinces and regions of China. Among the major agendas discussed in most
provinces and regions were: air pollution, broadening of the two-child policy,
conversion of government functions, reduction of public administration expenses,
national new-type urbanization plan, and the livelihood of the people. Some
regions touched on the abolition of GDP evaluation, establishment of a basis for
informatization, and local development issues such as reform of the land system,
Pilot Free Trade Zone, and the Silk Road.
Most provinces lowered their economic growth targets for 2014 from the targets
initially set in the previous year. Only Guangdong Province raised its growth
target, from 8 to 8.5 percent, while the rest of the provinces adjusted their targets
in line with the actual growth rate achieved in 2013.
Most of the provinces broadened the areas for reform in line with the central
government’s policy to accelerate reform, but there were differences among
provinces in terms of target sectors, content, and priority. In particular, some
western provinces set economic development as their top priority.
Also, Beijing and Shanghai did not set quantitative targets, such as investment
and consumer spending growth rates, and placed more emphasis on tightening
guidelines, establishing more specific targets of environmental protection and
energy conservation, increasing investment in the household sector, converting
governmental functions, and enhancing the quality of urbanization in order to
comply with the central government’s restructuring drive. On the other hand,
many inland provinces, which consider the 12-5 Plan (12th Five-Year Economic
Development Plan) and 13-5 Plan to be the “golden age of growth” in China,
continued to push for steady and rapid economic development by increasing
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investment in the construction of infrastructure for the transportation and energy
industries and establishment of industrial bases.
The main focus of reform this year is the reform of governmental functions and
market mechanisms. Depending on the specific circumstances of each province
and the commitment and capability of local governments to implement reform,
the actual results of reform will vary. To ensure that decisions are reached through
open and fair competition among diverse market entities on the reform of various
sectors of the economy, such as the financial system, state-owned enterprises,
industrial structure, and market opening, the government’s intervention in
the market will be curtailed to a reasonable level. Instead, the government will
focus on establishing overall market discipline, promoting social security, and
implementing public projects. However, the delegation of the authority of local
governments and reduction of market intervention cannot be easily and uniformly
controlled by the central government, leading some provinces, especially those
more eager for growth, to continue to intervene in the market and collude with
businesses.
Given these developments, market opportunities and risks associated with new
urbanization, environmental protection, and informatization, implemented
according to the economic policy direction of each province, should be analyzed
and differentiated responses prepared. The market for urban development in
Chinese provinces will provide Korea’s construction, IT, and environmental
industries a rare opportunity to enter China’s private consumption market.
However, new urbanization and soaring local government debts indicate that
the prospects for the sustainability of such projects are poor, and competition
with Korea’s free economic zones is expected to intensify. In addition, the scale
and scope of environmental contamination, local governments’ commitment
to improve, and the growth of the industrial base vary widely from province to
province, and thus the outcomes of their efforts to phase out polluting industries
and foster environmental protection businesses vary as well. Accordingly, plans
to expand the presence of Korean businesses while minimizing potential damage
should be devised. Each province’s need to build information infrastructure, due
to increasing industrial sophistication and consumer spending, will grow, and the
drive for informatization will ultimately spread to all sectors of the economy. It is
clear that such market changes and the business opportunities inherent in market
trends need to be studied and identified.
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The Economic Policies and Implications of China's Major
Region in 2014 : Hubei Province
Regional Economy Focus, 15pages
Jihyun Jung

In the Lianghui of Hubei Province, various issues were on the agenda, including: overall
acceleration of reform, smog control, prevention of water resources contamination, the “five
goals” of Hubei province, and the two-child policy. Having attained its 2013 economic growth
targets, Hubei Province intends to maintain its high, investment-driven growth trajectory in 2014
as well, and stresses the importance of restructuring through strengthened market mechanisms
and achieving economic growth by developing market entities. However, the results of these
efforts are likely to be limited. Therefore, Korea may seek opportunities for cooperation in areas
such as environmental regulation, urbanization, and informatization, which are areas in which
Hubei Province will likely be seeking assistance. Therefore, Hubei Province may serve as a
gateway for Korea to expand into China’s inland regions.

The Economic Policies and Implications of China's Major
Region in 2014 : Shandong Province
Regional Economy Focus, 15pages
Furong JIN

Shandong Province, in a departure from last year, emphasized qualitative growth and focused on
restructuring in 2014, but is still expected to maintain its investment-driven economic growth.
Going forward, Korean businesses need to adjust their economic cooperation strategies with
Shandong Province in accordance with the industrial structure sophistication of the province
and explore opportunities for cooperation in local development projects, thereby setting an
example for Korea-China-Japan economic cooperation and addressing the threat of competition.
Prospective Korean businesses should consider the following: reduced overproduction in
traditional industries such as steel and cement, the growing service industry such as e-commerce
and service outsourcing, and the rising share of final products and green goods.

The Economic Policies and Implications of China's Major
Region in 2014 : Liaoning Province
Regional Economy Focus, 15pages
Jihyun Jung

In 2014, Liaoning Province announced that it would pursue qualitative growth by correcting the
ill effects of its past quantitative growth. In particular, the province is focusing on quality across
all industries, including agriculture, manufacturing, and service. In order to translate its intent
into action, the province established various tasks aimed at upgrading its industrial structure,
such as removing dilapidated production facilities, setting specific goals for the Lantian Project to
solve the smog problem, and improving the government’s capability to respond to contingencies.
The province also presented projects that seek to reform the social structure, in terms of
the environment and the livelihood of the people. As the province encourages foreign direct
investment, promotes the service industry, and serves as a trade center in the northern Chinese
region, opportunities exist for Korea to take advantage of its geographical proximity to Liaoning
and the province’s rich pool of capital.
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The Economic Policies and Implications of China's Major
Region in 2014 : Guangdong Province
Regional Economy Focus, 15pages
Hongwon Kim

Guangdong Province again placed top priority on economic growth in 2014, and plans to go
ahead with plans to restructure its systems and institutions, as well as its industrial, trade, and
investment sectors. The province puts particular emphasis on promoting electronic commerce
transactions, encouraging information consumption, expanding infrastructure and logistics
channels, and developing next-generation IT and automobiles with new energy sources.
Meanwhile, Guangdong Province has been pushing for the liberalization of trade in services with
Hong Kong, implementation of a pilot scheme for greater yuan convertibility, improvement of
processing trade, and promotion of cooperation and economic exchange in Pearl River Delta and
via the Maritime Silk Road. As Korea’s bilateral economic relationship with Guangdong Province
has been improving recently, Korea may consider cooperating with the province in sectors that
feature new, emerging consumer markets, such as electronic commerce and telecommunication
service, as well as in government-led industries, such as finance, industrial design, and nextgeneration IT.

The Economic Policies and Implications of China's Major
Region in 2014 : Shanghai
Regional Economy Focus, 16pages
Suyeon No

The Economic Policies and Implications of China's Major
Region in 2014 : Shanxi Province
Regional Economy Focus, 15pages
Jonghyuk Oh
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In 2014, Shanxi Province continued its pursuit of economic growth driven by industrial and
agricultural development and plans to proceed with the restructuring of its energy industry and
environmental sectors. Four out of eight policy objectives are directly related to economic growth,
with a focus on expanding production in agriculture and other key industries, nurturing new pillar
industries, such as automobiles and IT, and strengthening cooperation with Eurasian countries
through the Silk Road Economic Belt. Shanxi Province, which has seen its economic exchanges
with Korea expand dramatically, provides active government support to the automotive, IT, and
environmental industries, where Korean businesses have a comparative advantage, thereby
creating opportunities for the Korean government and Korean enterprises.

The Lianghui of Shanghai discussed issues such as the Shanghai Free Trade Pilot Zone, smog,
and senior care, and presented growth targets similar to those of the previous year, prioritizing
meaningful economic improvement through increased reform and market opening rather than
quantitative growth. The core of Shanghai’s economic plan in 2014 is the establishment of
the Shanghai Free Trade Pilot Zone, which will accelerate the opening of the service industry,
including finance, and the reform of investment and international trade systems. This presents
Korea with the opportunity to explore cooperation with Shanghai by monitoring Shanghai’s
policies on environmental protection, education, culture, air pollution, municipal solid waste, and
smart technology, which attracted great interest this year.

The Economic Policies and Implications of China's Major
Region in 2014 : Henan Province
Regional Economy Focus, 15pages

Jinhee PAK

In 2014, Henan Province focused on industrial development driven by its manufacturing industry
as well as the construction of transportation and information infrastructure, putting top priority
on building the Zhengzhou Airport Economic Zone (ZAEZ). The province also plans to implement
an urbanization policy focusing on the development of urban infrastructure. In particular, Henan
Province designated the area in the vicinity of Zhengzhou Airport as the Zhengzhou Airport
Economic Zone, where air logistics businesses and electronic and information companies have
gathered to offer logistics and international electronic commerce services. This will facilitate
the penetration of our smartphone parts manufacturers as well as small- and medium-sized
businesses that would not otherwise be able to afford to set up operations or establish marketing
networks in China.
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International Seminar

Income Inequality and Its Policy
Implication for Sustainable Growth:
Dialogue with International
Organizations

Co-organizer_
KIEP, ILO, SNU

Opening Remark: “Solving Income Inequality through
Inclusive Growth”

DATE_
Dec. 10, 2014

VENUE_
Magnolia Hall,
Convention Center 1F,
Hoam Faculty House of
Seoul National University
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On December 10, 2014, KIEP hosted a workshop under the theme “Income
Inequality and its Policy Implications for Sustainable Growth: Dialogue with
International Organizations” at Seoul National University in cooperation with
the International Labor Organization (ILO) and the university. It has already
been six years since the global financial crisis hit, but the world economy has yet
to fully recover. Recent studies have found that the cause of and solution to this
delay in recovery lies in income inequality, which is inhibiting economic growth.
The negative impact of income inequality on economic growth is believed to be
even greater now than it has been in the past. Moreover, we have still not clearly
identified the exact causes of income inequality, nor which policies should be
employed to address this trend and return the world economy to a trajectory of
growth.
Therefore, the workshop was held to share the results of research on the causes of
income inequality and solutions to the socioeconomic issues it causes. The event
was attended by prominent researchers and experts of the IMF, OECD, Korea
University, and the Korean G20 Sherpa office as well as KIEP and ILO as coorganizers.

In his welcoming remarks, Il Houng Lee, KIEP president and G20 Sherpa, stated
that the importance of inclusive growth has been emphasized at the G20 since last
year, as such growth is imperative not only to maintain stability in public welfare
but also to overcome—through job creation—the protracted slow growth and
high unemployment, especially youth unemployment. International organizations
have already provided empirical analyses that cite income inequality as a key
factor behind the slow pace of growth. Lee suggested that we need to create jobs
by implementing regulatory reform and reducing barriers to market competition,
thereby returning the economy to a virtuous circle of growth with strong, selfsustainable consumption and investment.
Following Lee’s welcoming remarks and the opening address by Raymond Torres,
director of the ILO Research Department, experts presented their research and
engaged in discussions. The workshop was composed of four sessions: Income
Inequality and Growth, Issues of Income Inequality, Income Inequality and its
Policy Implications, and Dialogue with International Organizations.
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Session 1: Income Inequality and Growth

Session 3: Income Inequality and its Policy Implications

The theme of Session 1, “Income Inequality and Growth,” was the relationship
between income inequality and economic growth. The OECD’s Nicholas Ruiz,
ILO’s Matthew Charpe, and KIEP’s Bo Min Kim applied various econometric
methods to data on inequality and growth in their respective research projects.
And they all showed that income inequality could have negative effects on
growth. In particular, Kim underscored that inequality accelerates growth only
in countries where the level of inequality is very low, while inequality hinders
growth in most of the countries where the level of inequality is higher than a
certain level. Se-Jik Kim of Seoul National University, the last presenter of this
session, proposed a theory on the connection between inequality and growth. In
Kim’s model, the declining share of labor income discourages the accumulation
of human capital by workers as well as that of physical capital by capitalists
and totally alters an economy’s growth path. Following the presentations, the
presenters engaged in lively discussions on the effects of market competition, tax
policy, labor market policy, trade liberalization, and FDI on income inequality
and growth.

In Session 3, “Income Inequality and its Policy Implications,” the participants
discussed policies designed to address inequality and the effectiveness of fiscal
policy. IMF’s Benedict Clements argued that both tax and expenditure policies
need to be designed to balance distributional and efficiency objectives, especially
as fiscal restraint is an important priority in many advanced and developing
economies. OECD’s Luiz de Mello also suggested that beyond income inequality,
the multidimensionality of inequalities in health services, education, and
environment should be at the core of the policy debate. On the other hand, ILO’s
Uma Amara provided evidence that, in the countries she studied, labor income
is the dominant factor contributing to inequality. Amara also emphasized that
social assistance, transfers, and benefits by themselves cannot address the issue of
inequality in countries where unemployment remains high, requiring intervention
in the labor market. Finally, Ju Hyun Pyun of Korea University carried out an
empirical analysis of the panel data of 42 countries. Based on his analysis, Pyun
argued that the effectiveness of expansionary fiscal policy tends to decrease in
countries where the level of inequality is high.

Session 2: Issues on Income Inequality

Session 4: Dialogue with International Organizations

Session 2, “Issues on Income Inequality,” discussed the various issues of income
inequality, including the causes of the recent rise in such inequality. Keun Lee
of Seoul National University and KIEP’s Minsoo Han carried out empirical
analyses of the association between income inequality and industrial structure.
Both of them showed that a lack of competition, measured by either the share of
large businesses (Lee) or the share of extra corporate profit (Han), could increase
inequality. On the other hand, ILO’s Sangheon Lee suggested that the core factor
of the growing inequality lies in the labor market, requiring that inequality be
tackled through labor market policies. Hak K. Pyo of Seoul National University,
the last presenter of this session, analyzed the effects of the recent global financial
crisis on inequality and showed that an increase in government spending could
have the largest income redistribution effect when the spending is conducted in
sectors such as education and health services.

Lastly, G20 Sherpa Lee initiated discussions in Session 4, “Dialogue with
International Organizations.” In this session, OECD’s Luiz de Mello, IMF’s
Benedict Clements, ILO’s Raymond Torres, and Jiyoung Choi of the G20
Sherpa Office answered questions from the audience and engaged in discussions
on inequality and sustainable growth. Members of the government, academia,
research institutes, the private sector, and domestic and foreign media asked
various questions and showed great interest in the importance of inclusive growth.
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Research Goals in 2014
Research on how to enhance the Korean economy's
capability to cope with external impacts after the global
financial crisis

Bright 2014

In international macroeconomics and finance, our goal is to research and devise
measures to improve the Korean economy’s ability to cope with external impacts
occurring on a constant basis since the global financial crisis.
Domestically, we aimed to propose measures for advancing Korea's capital market
system and keeping foreign capital flow and foreign currency liquidity at an
appropriate level. We also intended to monitor continuously any crises that may
occur in major countries, regions and on the global level, and forecast global
economic trends to enhance the Korean economy's adaptability to potential
external shocks.

2014
2013
2012

Analysis of developed countries’ response to social and
economic structural changes and policy implications
In the advanced economies, we monitored countermeasures implemented in the
face of diverse problems such as low growth, aging, youth unemployment and
fiscal soundness, to draw policy implications for Korea. We intended to invest
more efforts into researching trade policies put in place by advanced countries
with a view to overcoming low growth, for instance FTA strategies such as the
TPP or US-EU FTA. Also, by analyzing policies implemented during or after an
economic crisis, such as the US government's manufacturing stimulus policies,
structural reform and competitiveness-building in European countries and Japan's
Abenomics, we aimed to devise long-term reform measures and draw implications
for Korea.
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Policy tasks on raising competitiveness and improving
welfare in an open global economy

Close examination of growth potential and risk factors in
emerging countries

In 2014, Korea-China FTA negotiations was expected to gain momentum,
and the Korea-Japan-China FTA and RCEP negotiations were also likely to
be initiated. We also predicted that there would be discussions on whether to
participate in the TPP negotiations. In this context, we proposed "foreign policy
tasks to strengthen competitiveness and improve welfare in the era of economic
openness" in preparation for the spread of economic integration.

Emerging countries have led global economic growth since the global financial
crisis. In the mid to long term, their role in the global economy will likely become
more important. However, we should take note of the fact that volatility is
rising in certain emerging financial markets in the wake of the US's exit strategy,
and as a consequence, leading to downward adjustments of their economic
growth forecasts. At a time when emerging economies are being burdened by an
increasing number of risks, we need to be more cautious regarding cooperation
with these countries, and should adopt a strategy of selection and concentration.
Advanced research and strategic research is also required for the BRICs economies
and emerging nations like Indonesia, Chile and Thailand, as target designations
for market expansion.

Contribution to designing effective international
cooperation strategies and government policies on global
challenges
As effectiveness in development and policy consistency is expected to have a
significant role in ODA, we would build international cooperation strategies and
devise improvement measures centered on recipient countries, and contribute
to policymaking on resolving global challenges like climate change and the
environment.
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Seeking solutions to promote the creative industry and
support overseas expansion
We planned to link the administration's new policies on economic growth to
cooperative measures or strategies for Korean companies for making inroads
into major emerging economies. To this end, it would be necessary to establish
concrete plans to build infrastructure to support global market expansion,
pursue resource diplomacy and take advantage of the creative economy, operate
appropriate technology hub centers and train young global experts.
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Project Composition & Performance for 2014
A summary of KIEP’s projects and performances in 2014
In 2014, KIEP completed a total of 143 research projects, including basic research, special research, general projects
and commissioned research. Centered on key economic issues, the scope of research covered a wide range of
areas including FTA networks, entry into emerging markets, greenhouse gas reduction, ODA, risk management
in the international economy, new industry creation, fiscal soundness, SME export competitiveness and so on.
KIEP also worked on promoting these research papers through reports, publications and the KIEP website.

In-house Research

3

6

Basic Research

5

Total
25

7

4

Meets the original purpose and function of the Institute, studies topics
selected with consideration to in-house and external demand, taking
into account social circumstances, national projects and government
policies

Special Research
Timely research studying current policy issues, on the request of
government agencies or in-house demand

Total
143

Basic Research

25

2

3

Special Research

Total
10

10
2

Research Management

15

9
General Projects

55
In-house Research

79
Commissioned Research

Research Management
Required to support high-quality research, through consortiums with
international economic institutions, international conferences, policy
development meetings and expert pool management

2

Research Support
Required to support and promote research, i.e. information management,
data operation, publishing and editing, PR, research planning

1

Research Support

5

8
15

Total
79

20
14

General Projects
Projects assigned under specific purposes (i.e. governmentcommissioned projects) when allocating government contributions, such
as joint research projects between numerous research agencies

22
International Macroeconomics & Finance
International Trade
International Cooperation Policies

Commissioned Research
Commissioned by ministries or other external agencies, carried out
under academic service contracts

Asia-Pacific Studies
Europe, Americas and Eurasia Studies
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Research Achievements by Category for 2014
The following are the results of in-depth research conducted in 2014 by KIEP,
an institute that takes a broad perspective and influences national economic policies.
KIEP predicts the megatrends of the world economy and seeks out the most effective responses.
The research conducted at KIEP will present valuable alternatives for national economic policies and serve as a source of
power for the Korean economy.
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The Prospect of Adjustment of Global Imbalance
and Its Implications for the World Economy
Summary

International
Macroeconomics
& Finance
Policy Analyses, 144pages

In the aftermath of the global financial crisis, the uncertainty of
capital movement and increase in liquidity require more stringent management
and monitoring of capital. In its research on international macroeconomic
finance, KIEP has highlighted the importance of collaboration with
neighboring countries in terms of policy formation and introduced
ways in which we can improve the foreign exchange market and
exchange rate regimes, which have significant impacts on international trade,
the very pillar of the Korean economy.
In addition, KIEP has analyzed the causes and consequences of income
inequality, the correlation between income inequality and economic growth,
and the impact of income inequality on the pursuit of economic recovery
through fiscal policy.
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Jonghwa Cho
Dong-Eun Rhee
Da Young Yang
and Subin Kim

Global imbalance was received notice as a critical risk factor for the future of
the world economy. Many economists worried that if profitability and stability
of dollar assets became questionable because of decreasing credibility of the U.S
economy, the risk of hard landing of the world economy would become a reality
through volatile exchange rates and hikes in U.S interest rates. Fortunately,
global imbalance was reduced considerably since the year 2007 and therefore the
economists had less cause for worry about the possibility of hard landing due to
global imbalance.
In this light, we analyze the adjustment process of global imbalance and its causes
during the last few years after discussing the trend of global imbalance since the
1970’s. Then, we try to forecast whether the recent trend, the narrowing of global
imbalance, will continue over the medium and long term horizon by investigating
the determinants of the current account.

Policies and Implications
The overall conclusion and policy implications drawn from this research are as
follows. First, the U.S-China currency dispute which was called “the currency
war” at the time of G20 of 2010 has been and will be further diminished. The
adjustment this time will come not only from exchange rate adjustment but
also from increases in U.S savings and China’s consumption, which can result
in reduction of the saving-investment gap at the structural level. Second, the
macroeconomic structural adjustment of the U.S and Chinese economies; and
gradual progress made in the reduction of global imbalance. The U.S. efforts to
increase exports, which will require strengthening of the competitiveness of the
manufacturing sector, will take considerable period of time because the economy
has been heavily dependent on the service industry including the financial sector
over the last 30 years. Chinese efforts to rely more on domestic demand will
accompany costs such as economic slowdown and workers’ adjustments to new
industries. Third, it is necessary for the large surplus countries including Germany
and regions like East Asia to participate in the global policy cooperation by
increasing their domestic demand and imports, because the adjustment between
the U.S and China is not sufficient to maintain and increase the global aggregate
demand.
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Policy Analyses, 150pages
Tae-Hoon Lim
Dong-Eun Rhee
Ju Hyun Pyun

Cross-border Fund Flow after 2008
Financial Crisis

Analysis on the Expansion of Financial Opening
and Changes in the Effects of Exchange Rates

Summary

Summary

This paper examines the determinants of portfolio capital flows of both advanced
and emerging markets and aims to obtain better understanding of characteristics
of cross-country capital flows by investigating multiple aspects of international
capital flows. Our results suggest push factors such as global capital market
volatility had significant effect on net equity capital flows in emerging markets,
whereas pull factors such as financial market developments had significant effect
on net debt capital flows. Moreover, there were a number of factors whose effects
displayed significant changes since the global financial crisis, reflecting changes in
the international capital market environment. Our analysis on the effect of rising
volatility suggest a rise in global capital market volatility is expected to increase
the net flow to equity markets of advanced economies and decrease the flows to
emerging markets. Lastly, we found that higher investor base concentration was
associated with higher volatility of capital flows.

In the 2000s, there have been noticeable changes in the world economy,
international financial markets and the international specialization system. With
importance of the US declining in world economy and trade, the reorganization
of the international monetary system has become subject of frequent discussion,
based on the US dollar in decline phase, increasing importance of other countries
beside the US in international financial transactions and trade, and the visible
limitations of the currency system focused on the US dollar. These changes
strongly suggest that analyzing only impacts of the US dollar exchange rate on
trade would be insufficient. Also, with the progress in international specialization,
there is greater emphasis being given to interrelations among countries. In this
light, new analysis on the relationship between exchange rate volatility and Korea’s
trade becomes even more necessary. Therefore, this study discusses and evaluates
influence of the exchange rate of Korean won to the yuan, yen and euro upon
competitiveness in exports of Korea and its policy implications.

Policies and Implications
The findings provide us with several interesting implications for international
capital flows. First, country fundamentals are very important determinants of
overall international capital flows. Emerging economies may therefore benefit
from improving fundamentals and from differentiating one’s economy from other
emerging economies, although it is still important to build strategies in response
to changes in global factors. Secondly, in the scenario with increased global capital
market volatility, our results suggest capital will flow into equity markets of
advanced economies and flow out of equity markets of emerging economies. If the
rate hike is accompanied with increases in volatility, we expect to see capital out
flows from debt markets of advanced economies and equity markets of emerging
economies. Finally, we found that capital flow was concentrated in countries with
higher potential for volatile capital flows. Therefore, caution is warranted in those
countries. In particular, we saw large increase of capital flow towards emerging
economies whose investor base was concentrated after the global financial crisis.
Because a concentrated investor base was found to be associated with higher capital
flow volatility, we can deduce that the countries with concentrated investor base
can exhibit rapid reversal of capital flows in the event of increased global volatility.
Risks of concentrated international investor base should be acknowledged and
efforts to widen and diversify international investor base would be helpful in
reducing the adverse effect of concentrated investor base.
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Policy Analyses, 158pages
Deok Ryong Yoon
Su Bin Kim
Sammo Kang

Policies and Implications
The overall conclusion and policy implications drawn from this research are as
follows. First, the Korean won should be globalized. Globalization of the won
helps to determine the exchange rate at a level more favorable to the market.
Also, supply and demand of the won besides that of foreign currencies can affect
the exchange rate and it helps to improve policy influence on the stabilization of
exchange rates. Second, financial infrastructure, such as the cross-currency market
and regional monetary systems, is needed to respond to the increasing importance
of major currencies. Third, systemic approach for effective management of
the current account is required. Policy measures, such as improvement of
overseas investment, cooperation with the central bank and regional monetary
cooperation, can be recommended in addition to creation of a system for their
effective utilization.
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Working Papers, 36pages
Dooyeon Cho
Bo Min Kim
Dong-Eun Rhee

Inequality and Growth: Nonlinear Evidence from
Heterogeneous Panel Data

Rising Income Inequality and Competition:
Evidence

This paper investigates the nonlinear relationship between income inequality
and economic growth using a heterogeneous panel data set of 77 countries. The
estimated nonlinear function exhibits relatively smooth regime switching, as
regards the income inequality level in the previous period. The point above which
the time-varying coefficient estimate on inequality turns from positive to negative
is found to be the Gini index of 24.5. The results suggest that while inequality
hinders economic growth in most of the countries, it accelerates economic growth
only in a country where the level of inequality is very low. Furthermore, the
results reveal that the negative effects of income inequality on economic growth
become more serious in developing countries whose level of inequality is relatively
higher. The supplementary linear regressions with various specifications generally
confirm the results obtained from the nonlinear model.

Income inequality in many countries has risen recently. Using aggregate data of
22 countries, this paper provides a new evidence about the factor which might
contribute to the rise in income inequality. The main finding is that the lack
of competition, which is measured as the rise in markup, tends to be positively
associated with the rise in inequality (higher inverted Pareto-Lorenz coefficient).
The result is robust with other factors considered in the previous studies, e.g.
openness to trade, capital account openness, technology, etc. I also find that
facing the lack of competition, top 1% individuals gain and individuals between
top 10 and 5% income shares among population lose the most. One possible
interpretation is that the extra profit caused by the lack of competition would be
obtained disproportionately in favor of top 1% individuals and therefore income
inequality would increase.

Working Papers, 33pages
Minsoo Han

Regional Financial Arrangement in East Asia:
Policy Proposal for Strengthening the Chiang Mai
Initiative Multilateralization

Inequality and Fiscal Policy Effectiveness

Working Papers, 38pages
Ju Hyun Pyun
Dong-Eun Rhee
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This paper examines the role of income inequality in determining fiscal policy
effectiveness by using panel data of 42 advanced and developing countries during
Q1 2000–Q3 2007. Our panel VAR analysis shows that the effect of fiscal policy
on output is smaller in economies with high income inequality: the 1-year fiscal
multiplier for a country with relatively equal income distribution is estimated
to be significant at 0.52 or greater significantly, while that for a country with
relatively unequal income distribution is insignificant from zero. The responses
of consumption to an expansionary fiscal policy shock show that consumption
is more crowded-out for relatively more unequal economies, thus affirming that
the low-income households in the economies with high inequality tend to have
strong incentives to save additional income from fiscal policy for precautionary
reasons.

Working Papers, 62pages
Pravin Krishna
Jiyoung Choi
Tae-Hoon Lim

Since the Asian financial crisis of 1997-98, the East Asian countries have made efforts
to guard against the crisis not only by being self-insured through the accumulation
of foreign reserves but also by establishing a bilateral or regional financial safety net
through the pooling of reserves. Holding ample amount of foreign reserves has proven
itself to be useful but it comes with a high price tag. Moreover, in spite of noticeable
achievements in recent years, the regional financial arrangement, namely the CMIM
framework, had not been activated during the global financial crisis in 2007-08.
Ironically, the bilateral currency swaps with the US Federal Reserve Bank played a
pivotal role at that time in addressing some Asian countries’ liquidity shortages.
The crisis in 2007-08 has provoked a recurring discussion about the necessity of
transforming the international monetary system and enhancing the alternative or
complementary insurance mechanism of regional financial arrangements to fend
off shocks. In the paper, we propose two ways to strengthen a regional financial
arrangement in East Asia to make a practical contribution to the global architecture
reform agenda and to build a resilient economy: (i) establishing a currency
arrangement under CMIM framework to increase the usage of local currencies; and
(ii) creating a cooperative framework between the AMRO and the IMF in the area of
surveillance.
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국제거시금융연구
Research
Achievements by Category for 2014

Post Bali Doha Round:
Korea’s Perspectives

국제거시금융연구
International Trade

Summary

전 세계를 휩쓴 금융위기 이후,

Policy Analyses, 174pages

자본 이동의 불확실성과 유동성이 증가함에 따라,

Jin Kyo Suh
Min-Sung Kim
Backhoon Song
Chang Soo Lee

Amid accelerating
bilateral
and multilateral
negotiations,
철저한
자본관리 및
모니터링이
필요한 상황입니다.
we
conducted
research
on
the
government’s
response
to and
strategy
국제거시금융연구에서는 글로벌 정책공조의
중요성과
함께
for major upcoming negotiations, such as those on the Doha
우리 경제의 근간인 국제 무역에 큰 영향을 미치고 있는
Development Agenda (DDA) and Trans-Pacific Partnership (TPP),
외환시장 및 환율제도의 개선방향을 제시하였습니다.
and carried out studies on R&D investment and anti-dumping policies
또한
소득불평등도와
경제성장의
연관성,
소득
불평등이
as factors
affecting exports
and foreign
direct
investment.
재정정책을
경기부양에
미치는 영향
소득불평등에
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원인에 대한
실시하였습니다.
on subsidies by WTO and Mode 4 Trade in Services, in order to
improve Korea’s systems and institutions.
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The main purpose of this study is to search for Korea’s negotiation strategies for
DDA negotiations through examining the post-Bali Doha negotiations in 2014
with an emphasis on the Doha work programme, whose deadline was the end of
2014 originally and will be further delayed to July 2015.
Main findings of this study are as follow. The first is that it is most likely that the
current draft texts will be significantly changed to reflect arguments of developed
countries-the reduction of gap in the applied and bound tariffs, the reduction
of farm subsidies of China and India, and the reduction of S&DT (Special
and Differential Treatments) for developing counties. The second is that main
interests of developing countries, including LDCs (Least Developed Countries)
such as DFQD (Duty Free Quota Free), can not be excluded in post Bali work
programme. Finally, it is likely that an average tariff reduction approach could be
adopted as a new tool for tariff cuts.

Policies and Implications
Given such circumstances, Korea, as a member of the G33, needs to establish feasible
and effective strategies on the following key issues on which Korea has deep interest.
First, Korea needs to support the positions of developed countries on reducing
the difference in MFN applied tariffs and bound tariffs. The ratio of applied
tariffs to bound tariffs in Korea is just 0.8, which is relatively high compared to
average values for both developed countries (0.6) and developing countries (0.4).
Therefore, it is reasonable to propose a new tariff reduction method which relates
to water. For example, a larger cut is applied to products which have more water.
Second, Korea needs to support the position on re-establishing AMS ceiling or
capping and draw up plans to raise the current AMS ceiling or capping because
Korea could get more flexibilities in its operations of agricultural policies.
Third, Korea needs to build its alliance with the G33 firmly, which strongly
support special products for developing countries. However, if the reduction of
S&D for special products is unavoidable, Korea needs to put its emphasis on
treatments rather numbers of special products because its agricultural production
is centered on several products such as rice.
Finally, an average tariff reduction approach based on the UR formula can be
useful for all WTO members to get flexibilities in implementing their tariff cut
obligations. However, minimizing the level of minimum cuts could be best for
the effective protection of Korean agriculture because Korea’s farm production
depends on several products such as rice, beef, pepper, etc.
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An Analysis on the Services Trade Agreements
of the TPP Members

R&D Effects on Firm Productivity, Exports,
and OFDI: Korean Firm-Level Analysis

Summary

Summary

This report intends to investigate the level of liberalization in services sectors of
countries participating in the TPP(Trans-Pacific Partnership) and then suggest
possible strategies for Korea regarding the ‘schedule of commitments’ negotiations
in the services area of the TPP. This study begins with examining the major issues
of provisions in recent services agreements, inter alia, most favored nations,
national treatment, local presence, market access. This study also analyzes revised
offers of TPP members submitted for the Doha Development Agenda negotiation
in 2005, which indicate the general level of liberalization in services sectors of the
TPP members. Furthermore, this study investigates FTA services agreements of
major TPP members (Australia, Canada, Japan, and the United States), focusing
especially on their reservations lists offered following the negative list approach.
Lastly, this report investigates the level of services liberalization in a more synthetic
and holistic fashion by analyzing the services trade restrictiveness index (STRI)
published by the OECD in 2014. Based on those analyses, this report provides
policy implications.

This study examines the effects of firm R&D on firm productivity, exports, and
foreign direct investment (FDI) by using Korean firm data. To provide in-depth
analysis on R&D effects, we estimate the effects of technical innovation R&D
and production process R&D by using recursive structural equation model.
Taking into account that technical innovation is associated with product-specific
quality, while production process innovation affects firm-specific productivity, we
use firm productivity as a mediator variable to estimate the effects of firm R&D
with and without incorporating firm productivity in the model. Our results
show that firm R&D is more effective on increasing exports and FDI directly
than indirectly through firm productivity increase. Estimating firm R&D effects
across different industry sectors, we find that firm R&D has significant impact on
exports and FDI directly and indirectly through total factor productivity change
among capital-intensive sectors, while it has significant effects on exports through
labor productivity increase inside labor-intensive sectors. Our results provide
evidence that while technical innovation R&D is more effective on improving
foreign market performance, different types of R&D activities have different
effects depending on industry characteristics.

Policies and Implications
The analyses of revised offers of TPP members elicit useful insights that
commitments in national treatment are more liberalized than those in market
access, commercial presence is generally the more preferred method of
liberalization than cross-border trade, and the level of liberalization of Korea
ranks around the middle among TPP members. The investigation on FTA
services agreements of major TPP members shows that Australia, Canada, Japan,
and the United States have already liberalized services markets at a high level in
the WTO DDA (or NAFTA in the case of the U.S.) and hence have not shown
much progress in those sectors already recognized in subsequent FTAs. Analyzing
STRI 2014 shows that the restrictions in market access have remained the single
largest obstacle to services trade. In professional services, Korea still remains
relatively restrictive on mode 4 issues than others; however, since the United
States who leads the TPP negotiation has not been active in this matter, Korea is
not expected to face pressures for further liberalization. Regarding courier services,
Korea needs to clarify the scope of universal and monopoly postal services. In
telecommunication, it is expected to properly respond to new provisions such as
‘net neutrality’ or ‘flow of information’. Also in audio-visual services, the Korean
government needs to think about the domestic responses regarding market access
in newly emerging services through TPP agreement.
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Policy Analyses, 176pages
Seungrae Lee
Hyuk Hwang Kim
Ji Hyun Park
Jun Won Lee

Policies and Implications
The empirical results of this study provide several policy implications. First, our
findings that firm R&D significantly increases the productivity, exports, and
FDI imply that R&D promotion policies towards private-sectors are effective
in improving firm performance and that more favourable policies towards firm
R&D investment should be considered. Second, our results that the magnitude of
firm R&D effects becomes larger over time indicate that firms and governments
should evaluate its effect from a long-term point of view. Finally, policies that are
designed to promote firms to invest in R&D activities would be more effective
for capital-intensive industries than labor-intensive industries. In particular,
our results that direct and indirect effects of R&D on exports and FDI are
significant in capital-intensive industries imply that while promoting firm R&D
investment in capital-intensive industries is effective, alternative measures should
be considered to increase exports and FDI in labor-intensive industries.
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The Impact of Antidumping Measures on Imports
and Exports: Evidence from Korea

A Study on the Decade of Korea’s FTAs:
Evaluation and Policy Implications

Summary

Summary

This study aims to draw implications and propose countermeasures for the
efficient operation of the Korean trade remedies system by analyzing the impact
of antidumping (AD) measures on imports and exports. In particular, while most
of the previous studies that analyzed the effect of AD measures were focused
on cases involving the United States, this study contributes to the literature on
AD investigation by collecting data on AD investigations in China and India,
in addition to the United States. Empirically investigating for the impact of
AD measures on Korean imports and exports by identifying separate effects for
each, we find that the impact of AD measures on imports and exports were felt
differently depending on the country's institutional characteristics, practices,
and the industry subject to the investigation. For instance, the results show that
the Korean AD measures caused a reduction in the import volume at the HS-6
digit category of subject merchandises. Alternatively, mere initiation of an AD
investigation against Korea by the United States caused a substantial decrease in
the total export volume of HS-6 digit products. In regards to China and India
AD investigation against Korea, the chilling effect on exports occurred, but only
appeared for a short period of time. All of these results imply that the chilling
effect exists and it can be induced simply by initiating AD investigation.

In this study we analyze Korea’s FTA policy based on the outcomes of recent
bilateral FTAs, in terms of achieving policy objectives. By evaluating the result
of a decade of effectuated FTAs, Korea has positively achieved to establish a
comprehensive and high-quality of FTA network. In general, the concluded FTA
has a positive effect on the growth in trade between trading partners. The number
of export items in terms of FTA trading partners has been growing as the diversity
of export items has also improved, but export intensity is rather deepened in
some countries. The FTA results a positive effect both on the number of export
and import items, whereas the impact on the value amount of import and export
tailored to the difference in industries. In the meantime, the trade effect in services
by FTAs was mainly occurred in the fields of transportation, telecommunications,
insurance, computer services and trade-related business.

Policies and Implications
The empirical results of this study suggest that the impact of AD measures on
imports and exports - whether an AD duty levied on the subject merchandise
would cause a decrease in the import volume, and how long the effects would
last - depend on numerous country- and industry-specific features. Therefore, it
is necessary to propose implications against the United States, China, and India
for the efficient operation of Korea's AD system, by considering comprehensive
analysis of operational issues. The criteria for selecting the vulnerable domestic
industries is based upon the AD investigation frequency, the number of cases
terminated by impositions of measures as a percentage of all the cases initiated,
the shares of product volume imported(exported), and the growth rate of
imports(exports) of products. The proposed country- and industry-specific
implications are expected to contribute to developing Korea's strategy against the
use of AD measures by the United States, China, and India.
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Policy Analyses, 304pages
Young Gui Kim
Hyeyoon Keum
Saebyul Yoo
Yang-Hee Kim
Han Sung Kim

Policies and Implications
In this research, we analyze the overall economic impacts of FTA in terms of
growth and welfare as the changes in bilateral trade. It showed the overall growth
effect caused by FTA to an increase in foreign direct investment, trade and the
number of imports. For the result of business performance, the growth rate of
increase in both large and small-medium sized enterprises was faster with FTA
partners as well as the export items were expanded. Despite most enterprises were
inevitably can recover the profit rate through export, while domestic companies
are likely to have experienced difficulties with the decline of the average profit
rate. In addition, Korean government proposed institutional advancement as one
of important policies while promoting further FTAs with advanced economies.
As a result, it has been evaluated that the groundwork has been laid since this
research contains the information regarding its advanced system. But we shall
make sure that whether all these system changes would continuously lead to
promote more activated trade and investment in order to ultimately improve the
business competition.
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Analysis of WTO Subsidy Disputes Involving Major
Basic Industries

Mode 4 Issues in the Trade Negotiations:
Progress and Policy Implications for Korea

This study examines the WTO rules and the practical application of the rules on
subsidy disputes involving the aircraft, vessels, and renewable energy industries that
were brought to the WTO dispute settlement system since 2005. Based on the
analysis, this study has identified common characteristics in WTO subsidy disputes
involving basic industries: many cases takes the form of counter-subsidy disputes and
most of the subsidy measures were ruled to be inconsistent with the WTO Subsidies
and Countervailing Measures (SCM) Agreement. Futhermore, this study provided
some policy and legal implications: bilateral agreements may be effective for regulating
subsidization practices in basic industries and joint international R&D programs
may be practical alternative to prevent subsidy disputes involving basic industries.
Lastly, legal reform to the current WTO rules on subsidies and dispute settlement is
needed. There are currently no rules to regulate service-related subsidies under the
WTO SCM Agreement. The prompt implementation of WTO Dispute Settlement
Body (DSB) rulings is also important in the case of subsidy disputes involving basic
industries due to economic importance of the industries involved.

The purpose of this study is to examine how the recent trade negotiations have dealt
with Mode 4 issues and what policy implications have been drawn for Korea’s Mode
4 negotiations and the improvement of the domestic system related to Mode 4. This
study provides the following policy recommendations for Korea’s Mode 4 negotiations.
First, the Korean government needs to set up the consistent bargaining strategy in Mode
4 issues based on medium-and long-term foreign labor policy such as immigration
policy. The coherent policies are the most effective way to negotiate Mode 4 issues with
developing countries. Second, as to the issues of Mode 4 coverage, Korea has to build
closer cooperation with like-minded developed countries against the GATS-plus requests
made by developing countries in the multinational or plurilateral trade negotiations.
Third, in the RTA negotiations with developing countries, while the Korean government
should stick to the negotiation principle of Mode 4 whose scope is limited in the GATS,
it should also take part in the discussions of professional mobility for CSS (Contractual
Service Suppliers) and IP (Independent Professionals) with a prospective attitude.
Forth, the Korean government authorities should conduct in-depth research on the gap
between supply and demand of the specific labor markets to identify the prominent
areas for liberalization of CSS and IP in the domestic services sectors. Fifth, in order
to prevent from using foreign workers illegally and maximize economic benefits from
Mode 4 liberalization, it is crucial for the Korean government to establish its own Mode
4 monitoring system. Finally, it is essential to improve and align the Korea’s professional
licensure system with the global standards, which will facilitate mutual recognition for the
attainment of policy objectives, such as preventing the substantial influx of the unqualified
and promoting overseas employment of Korean professionals.

Policy References, 106pages
Jun-Gu Kang
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Study on the Financing for Sustainable Development
in the Post-2015 Era: Policy Implications for Korea
Summary

International
Cooperation Policies

Policy Analyses, 182pages

In terms of policy on international cooperation, we took diverse
approaches to examining the potential impacts of the unification
of the two Koreas—the biggest issue of Northeast Asia—on Korea’s
three neighboring countries and analyzed the position of each
individual country. Moreover, with regard to ODA development
cooperation and the Country Partnership Strategy (CPS), another pillar
of international cooperation, KIEP proposed policy alternatives and
provided trend analyses and policy recommendations on a variety of
recent outstanding issues, such as the Arctic Council,
urban climate change, the need to secure a stable supply of
overseas grains, the coming manufacturing revolution in the United States,
and the advancement of small and medium businesses into overseas markets.
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Jione Jung
Yul Kwon
Jisun Jeong
Ju Young Lee
Jihei Song
Aila Yoo

With only a few months left until the target date for the Millennium
Development Goals (MDGs), the international community is actively in the
process of arriving at a global development agenda for the post-2015 period.
Centered on the core values of human rights, equity, and sustainability, the post2015 development agenda is expected to include a long-term vision in tackling
global challenges and enabling transformative change. One of the most significant
features of the current discussion on the post-2015 development agenda is its
particular focus on global partnership and means of implementation in order
to achieve the new goals. Financing for sustainable development as a means of
implementation is more important than ever to achieve the global development
goals. In this regard, this policy paper aims to review the discussion on increasing
financial resources for development and seeks to draw implications for Korea in
order to respond appropriately to the issue. For these purposes, this report explores
some technical details on financing for development, including the modernisation
of the ODA definition and new measure of total official support for sustainable
development. The paper also examines various ways of utilizing public support
to stimulate private sector resource mobilization by conducting case studies on
development finance mechanism of the German KfW Development Bank and
France Development Agency (AFD).

Policies and Implications
In conclusion, the paper suggests some policy measures to efficiently raise
resources to finance the Post-2015 development framework; First, greater
emphasis should be placed on expanding and utilizing other official flows (OOF)
as well as ODA instruments from the view point of private resource mobilization.
It is clear that discussions on development finance beyond ODA are not intended
to minimize the role of ODA in financing for development. Also, innovative
financial instruments are needed for leveraging additional finance for sustainable
development. The private-sector instruments such as guarantees, equity, and
mezzanine finance are essential in unlocking private investment. Lastly, a new
measure of development finance needs to cover contributions to global public
goods such as climate change mitigation and adaptation, and peace and security
that are imperative to reach sustainable development goals.
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Long-term Trade Strategies Study Series,
158pages
Marcus Noland

A Study to Analyze Cost-Benefits of the Reunification
of Korean Peninsula to the United States

A Study to Analyze Cost-Benefits of the Reunification
of Korean Peninsula to China

Summary

Summary

The United States has a strong economic and political interest in seeing Korea
unified as a democratic capitalist state and the specifics of US interests and
involvement in unification are partly contingent on scenario. Which of these
two basic scenarios – prolonged consensual unification or abrupt collapse and
absorption – depends on the capacities of the North Korean leadership, and the
impact North Korea’s unification will have on the US economy will be effected
by the thoroughness and rapidity of North Korea’s economic reform. In the
scenario of a traumatic collapse followed by successful rehabilitation of North
Korea, US merchandise trade with North Korea might expand to about $1
billion, with a possible additional $300-425 million in services trade. Under a
protracted, consensual unification scenario, US firms would also invest in North
Korea, but labor standards issues could pose a constraint. Similarly, US economic
interaction with North Korea is constrained by a dense web of sanctions and
other measures, in the form of Congressional legislation, others in the form of
Executive orders. In a consensual unification scenario, these sanctions will impede
economic integration between the US and North Korea. The removal of these
constraints will be easier in a collapse and absorption scenario in which the North
Korean state would disappear, rendering most if not all of these measures moot,
and economic exchange would occur on the basis of the relatively liberal set of
rules and practices observed between South Korea and the US. A modest pease
dividend could also be obtained under this scenario.

Since the beginning of the modern era, all international environmental factors
that crucially impacted China’s national interests have stemmed from the Korean
Peninsula. Thus, Korean unification and China's security interests are closely
connected. This study uses the ideal model method and global action patterns
method to demonstrate that peaceful unification is the most ideal setting for
China regarding the Korean Peninsula if China’s goal is to pursue its development
strategy in the Northeast region. We conclude that China will choose a policy
strategy that supports the unification of the Korean Peninsula in order to
implement its own national strategy. China will eschew strategic competition with
neighboring powers such as the US or Japan, and instead embrace cooperative
co-existence in Northeast Asia. This would also mean that Northeast Asia will
soon emerge on the global center stage as a peaceful and cooperative region. If
a Northeast Asian triangular trade network becomes a reality, China’s northeast
region would be the greatest beneficiary in connection with unification of the
Korean Peninsula. If President Park’s Eurasia Initiative Strategy is implemented,
China’s Northeastern region would experience increased openness and more
areas would become open to development, henceforth strengthening its regional
competitiveness. This would mean that the Northeast region could become a new
engine of growth for the Chinese economy.

Policies and Implications
Unification is likely to be very expensive. There is a role for the US public to play
both bilaterally and through the international financial institutions (IFIs). The
capacity of the US government to contribute directly will be partly a function of
its own fiscal situation which is highly uncertain. But contributions to unification
finance should not be thought of strictly as a public sector activity. The private
sector will have a critical role to play as well. Indeed, the ultimate economic
contribution of the US to Korean unification is likely to come through the private
sector; foreign direct investment constitutes the institutional mechanism for both
technology transfer and the links to marketing and distribution networks globally
that North Korea currently lacks. Aid should seek to complement and encourage
such private flows, not provide a substitute for them.
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Long-term Trade Strategies Study Series,
176pages
Jingyi Jin
Qiangyi Jin
Yinzhe Piao

Policies and Implications
Sino-Korean strategic cooperation is absolutely necessary in the process of
unifying the Korean Peninsula. In the long-term view, South Korea needs
to pursue a neutral policy towards the US and China. while North Korea is
undergoing top-down reform, a desirable policy for South Korea and China
should be to encourage change in North Korean society and help North Korea to
open up and initiate reforms. unified Korean Peninsula will play the role of a hub,
located at the crossing point of interests of great territorial and maritime powers.
Of course, the benefit will be shared by neighboring countries, as well as China
and the Korean Peninsula.
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A Study to Analyze Cost-Benefits of the Reunification
of Korean Peninsula to Japan

A Study to Analyze Cost-Benefits of the Reunification
of Korean Peninsula to the Russian Federation

Summary

Summary

In the case of a democratic unification process, it will be difficult to restrict
migration and the South will face strong pressure of immigration. To reduce this
pressure, the unified Korea will need to achieve rapid economic growth in the
North through large investment and income transfers. Korean unification will
cause a greater increase in domestic absorption than was observed in Germany. A
peaceful and market driven Korean unification may easily induce a large influx of
investment. Korea’s major trade partners will experience a substantial increase in
GDP and employment, and China will enjoy the largest benefits. Deepening of
trading ties between China and Korea will have a larger negative impact on Japan
than on the US. This is because Korean unification will mean that Korea will be
a rival of Japan in the Northeast Asian labor market. Infrastructure development
is a necessary engine for regional development, and the government should play
an important role in such development and financing infrastructure projects.
However, the domestic savings in unified Korea are insufficient to finance this.
Therefore unified Korea must find a way to finance its projects from abroad.

In this study we consider five scenarios for Korean unification: 1) military
unification, 2) regime collapse, 3) maintaining the status quo, 4) reconciliation
and cooperation, and 5) the optimal scenario of inter-Korean relations, peaceful
unification. The costs of the military unification scenario to Russia would incur
possible damage to the Russian Far East territory and citizens; tighter security
and border control leading to a slowdown in the implementation of development
projects in the Russian Far East; possible sanctions from the West; suspension of
multilateral projects in Northeast Asia; and the decline in trade and other forms of
economic cooperation between Russia and both Koreas. Regime collapse scenario
is unlikely, Russia's costs under this scenario will be the same as in the case of
military unification. The status quo scenario is one of the more probable options.
Russia’s benefits will include maintenance of some stability on the peninsula;
savings in defense spending; gradual increase in trade volume and economic
cooperation with the two Koreas. Reconciliation and cooperation represents a
far more profitable scenario since it significantly reduces the risk of a large-scale
armed conflict on Russia's borders and increases chances for the realization of
multilateral economic projects.

Policies and Implications
Unified Korea will have a current account deficit as a result of gradual increase
in import, and it should meet the supply shortage through finances from
neighboring countries through cooperation. Vast domestic savings in China and
Japan should play a key role for financing North Korean infrastructure projects.
Both the Japanese and Chinese governments hold a large amount of foreign
currency reserves, and they might consider utilizing some potion of their reserves
for investments to the North Korea region’s infrastructure funds. The funds
would also be able to provide the guarantee against political, economic, and
financial risks associated with the projects. Japanese private firms may consider
that participation in the Unified Korean infrastructure projects is a big business
opportunity if the associated risk for the business is reduced by the international
fund institution’s guarantee. Japanese firms will continue to keep the international
competitiveness in the participation in the overseas energy related infrastructure
investment projects, especially power generation construction and managements.
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Policies and Implications
The optimal scenario of peaceful inter-Korean relations is a prerequisite for the
start of the reunification process, which would meet the interests of both the
Korean nation and the international community. In general, the implementation
of this scenario would bring an additional 2-3% increase in the Russian GDP
annually. Since this scenario is unlikely to be realized, the most profitable and
realistic prospect for Russia remains the development of peaceful relations between
South and North Korea according to the "Reconciliation and Cooperation"
scenario.
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The Effects of Economic Integration
between South and North Korea

Gradual Economic Integration between South
and North Korea and Economic Cooperation
in Northeast Asia

Summary

Long-term Trade Strategies Study Series,
142pages
Hankyoung Sung

This study estimates the effect of economic integration between South and North
Korea for the Six-Party Talk members including the U.S., China, Japan, and
Russia by way of Recursive Dynamic Computable General Equilibrium model.
This study predicts four types of changes from the integration, and utilizes
previous studies to estimate the volume of the changes. First, it predicts the
change in production factors such as labor, capital, land, and natural resources
from the integration. Second, the unification, along with the TPP, would expand
the market size. Third, it considers improved finances from reduction of military
expense and subsidies from the South to the North. Last, it expects that SouthNorth integration would lead to relaxation of tensions in Northeast Asia and
enhancement of trust at the international level, which would affect the Six-Party
Talk members positively.
This study considers the following two scenarios: one involving efforts undertaken
solely by the South and North, and the other with added effort from the Six-Party
Talk members. Additionally this study estimates the minimum and maximum
from the four changes and creates detailed scenarios. Those scenarios were applied
to the Recurve Dynamic Models, and the economic effects were estimated.
According to the estimations, South Korea’s GDP would rise about 1.7~3 percent
and North Korea’s GDP would rise about 4.3~110.6 percent solely as a result
of the economic integration between the two Koreas. Moreover, the U.S. and
Japan’s GDP would rise due to the integration and the TPP, and possibly in some
sense China and Russia may experience positive effects as well. In particular, it is
predicted that Japan would be the leading beneficiary among the members.

Policies and Implications
This study suggests the following implications. First, previous studies estimate the
effects in fragmented fashion and thus overlook the fact that each economic agent
who is confronted with the changes may lead the new equilibrium. This may
result in overestimation of the benefits from the integration. Second, economic
growth in North Korea would bring forth considerable benefits to Japan. Third,
we may have to pursue a coordinated unification policy in that abrupt economic
growth of the North Korea may actually have negative effects on other countries.
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This research aims to propose strategies for gradual economic integration between
the two Koreas, by analyzing the major issues in economic integration, such as
trade and investment, currency integration, and utilization of human resources;
and assess their impact on the regional production networks and the economic
cooperation process in Northeast Asia.
We proposed basic directions that economic integration between South and
North Korea need to follow: gradual approach to economic integration, separation
of economic cooperation and integration from military and security issues,
construction of an institutional framework for economic integration, role of the
private sector, gradual integration of currencies of South and North Korea, and
establishment of a mechanism of political ties and stable decision-making process.
The peaceful inter-Korean relations will boost trade and investment between
South and North Korea. Human resources in North Korea would be positively
evaluated due to a lower linguistic barrier and higher productivity compared to
China and Vietnam. Results show that economic integration between South and
North Korea will benefit the two economies, and real GDP in North Korea will
increase by 5.9%. Furthermore, in the scenario where South and North Korea
integrate with each other and China, Japan, South Korea, and North Korea form
a regional trade agreement, all countries involved will be better off.

Policies and Implications
We propose a Comprehensive Economic Integration Agreement (CEIA or One
Korea Agreement) as an institutional framework for gradually integrating South
and North Korea. In addition, we suggest a carry forward a ‘Ten-Year Economic
Integration Plan’ for gradual economic integration between South and North
Korea. It is expected that we can minimize the adverse effects and disorder from
the economic integration through the CEIA and ‘Ten-Year Economic Integration
Plan’. In addition, even though this research has focused more on the gradual
economic integration rather than a rapid one, it would be impossible to rapidly
integrate the two economies over all sectors when the economic integration
proceeds in a rapid way. Therefore, some findings of this research would be
applicable to rapid economic integration between South and North Korea.
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Analysis on Diplomatic and Security Benefits
of Unification and Strategies for Unification

A Proposal to Facilitate Trade in the
Greater Tumen Region

Summary

Summary

Unification not only represents the emergence of a large-scale community which
is a unified Korea, but will also mean fundamental shifts in the geopolitical
configuration of Northeast Asia. For this reason, the costs and benefits in terms of
international politics must be reviewed in detail. This study seeks to move beyond
discussions that center on economic costs and benefits, and instead considers
political, social, and diplomatic costs and benefits. By doing so, we emphasize not
only the benefits for a unified Korea, but also benefits to Northeast Asia and the
world.
While discussions on the benefits, in terms of international relations, maintain the
view that Korea will reap huge gains in national power and standing, another line
of argument also suggests that a strong unified Korea may benefit Northeast Asia
and the international community as well. Hence, now is the time to suggest that
neighboring countries and the international society can all share in the benefits of
Korean unification.

The Greater Tumen Initiative (GTI) is an intergovernmental cooperation
mechanism with four member countries in North East Asia: China, Mongolia,
Republic of Korea and Russian Federation. Because of the lackluster performance
of GTI in the past, member countries have shown little interest in actively
participating in GTI. Only recently, more attention on GTI has been given by
member countries as the economic potential of the Russian Far East and the
Northeast provinces of China were recognized. Korea also has been actively
participating in GTI activities as GTI can be a stepping stone to push ahead with
Park administration’s Eurasia Initiative. Furthermore, developing the Greater
Tumen Region (GTR) can be an opportunity to the two Koreas to prepare for
reunification. In this study, we attempt to identify bottlenecks in trade processes
and procedures of the member countries of GTI. Based on this identification, we
propose short-term and long-term goals for trade facilitation in the GTR.

Policies and Implications
The Korean diplomatic policy for unification must consider the following. Firstly,
in the context of unification diplomacy, Northeast Asia’s peace cooperation as part
of President Park’s regional strategy must be more subtle and intricate. We must
clearly demonstrate to neighboring countries that a unified Korean Peninsula
will decrease regional security risks, and may well contribute to creating a new
security governance regime that replaces the current unstable structure. Second,
alongside unification diplomacy at the Northeast Asia level, we must not neglect
bilateral unification diplomacy. In fact, the benefit calculations that neighboring
states conducted regarding the emergence of a unified Korea differ from one other
and are sometimes even contradictory. Furthermore, it also must clarify which
strategy unified Korea could make in connection with great power politics in the
context of the current power balance, and in forming a multilateral cooperation
system. Thirdly, we require a more advanced unification plan, whereby the new
plan must correspond to changes in the external environment for unification. For
achieving this, the diplomatic policy for the unification of the Korean Peninsula
should think past the creation of one nation- state via the re-unification of the
two Koreas, but instead should hold up the vision of establishing an exemplary
political community in East Asia.
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Long-term Trade Strategies Study Series,
150pages
Bo-Young Choi
Joo Yeon Sun
Ho-Kyung Bang
Seung-Kwon Na
Boram Lee
Yoojeong Choi

Policies and Implications
From our analysis, we propose short-term and long-term goals for trade
facilitation in the GTR. We have put publication of laws, regulations and
procedures as our top priority goal, as it has the greatest impact on GTI countries’
trade among logistics performance measures. The second short-term goal we
propose is to regularly evaluate trade facilitation of GTI countries using various
reports and indices published by international organizations. The following
goals are classified as long term. As Russia and Mongolia lacks the AEO system
consistent with the WCO standard, only after these countries fully implement
the AEO program we may expect to conclude AEO MRAs with all GTI member
countries and facilitate trade. Although a large impact of the implementation of
Single Window on GTR trade is expected from the results of our empirical study,
we classified this goal as long term because of the significant fund required. Lastly,
we also consider the possibility of constructing a common classification system
at a disaggregate level. As the classification is based on domestic industry and
reconstruction of a country’s classification involves politics, unifying the system
may take time. However, as we know that the common classification of ASEAN
and EU has contributed to trade facilitation in the region, starting a discussion on
this issue may be meaningful.
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Major Countries’ Policies for Supporting
Internationalization of SMEs and Their Implications

Measures to Secure A Stable Supply
of Grain for Korea

Summary

Summary

This study assesses recent Korean policies for supporting internationalization of
SMEs, analyzes the determinants of export and investment of Korean SMEs,
and derives implications for Korean policy based on policy analysis of SMEs
supporting system of the United States, Japan, Germany and Finland. According
to the empirical analyses of this study, Korean SMEs currently show lower
levels of increase in exports and investment through FTAs compared to large
firms, and it is also more vulnerable to various obstacles such as complexity of
foreign countries’ contract and taxation systems, exchange rate volatility, and the
geographical distance, etc. In addition, Korean SMEs tend to avoid exporting to
countries that have complex customs procedures and are more likely to export
and invest in countries that have relatively low income per capita. This is possibly
due to lack of competitiveness of Korean SMEs compared to large companies.

This study analyzes production and marketing capability of foreign countries
and potential partnerships with those countries in order to secure a stable supply
of grain for Korea. Korea's grain import is mainly conducted through flat price
transaction at public competitive bidding. Although purchasing grains with flat
price transaction may be easier than basis price transaction, but it is difficult to
respond quickly and efficiently to the price fluctuations of the international grain
market, which change in real-time. This study also emphasizes the importance of
overseas agricultural development project and national grain procurement system.
Moreover, with analysis of indicators related to grain production and marketing
capability of foreign countries, the study suggests Korea’s potential partners
for cooperation to secure major grains. The result of analysis indicates that it is
necessary to develop differentiated partnership strategy considering each grain’s
distinctiveness in terms of production and marketing.

Policies and Implications
Based on our analysis, we propose the following policy implications to better
support the internationalization of Korean SMEs. First, Korea needs to prioritize
the supporting policies for internationalization of SMEs by forming a high-level
inter-ministerial committee which can determine policy priorities at the national
level and build collaborative mechanism involving all departments. Second,
Korea's SMEs support system needs to concentrate more on expanding the
number of exporting companies. Third, more support should be given to nonmanufacturing industries for export diversity. Fourth, the support measures should
be provided to companies which have competitiveness and strong commitment to
internationalization. Recent establishment of the Creative Economy Innovation
Centers in major cities should serve as an effective, integrated support platform
by providing one-stop support services including technical development, business
startup, overseas expansion, forming business relationship with foreign enterprises,
and foreign investment. Fifth, SMEs support measures should aim at diversifying
overseas markets. Sixth, an integrated support system needs to be established
covering exports, FDI and others to reflect the growing different forms of SMEs'
internationalization. Seventh, the government should continue to actively address
trade barriers and difficulty of doing business bilaterally and internationally to
create a business-friendly environment for Korean SMEs.
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Policy Analyses, 196pages
Jin Young Moon
Yun Ok Kim
Sunghee Lee
Minyoung Lee

Policies and Implications
First of all, it is necessary to rearrange the national grain procurement system
and diversify ways to import grain. In particular, a national grain procurement
system requires strategy, large capital, and expertise related to the international
grain market, and ultimately requires participation from private enterprises
with capital, professionalism, and a quick decision-making process in the longterm perspective. Secondly, it is necessary to establish long-term strategy to link
overseas grain project with Korea’s ODA efforts and cooperate with private sector.
Thirdly, expanding public stock for major grains is required since it is essential
to effectively and proactively prepare for sudden fluctuation of global grain price
or export restriction from producing countries. Moreover, domestic commodity
futures listing would be also helpful for risk management. If a grain commodity
future is listed on the domestic exchange, current spot trades will become more
diversified, and Korea will be equipped with measures to minimize risk that
accompanies price fluctuations. Lastly, Korean government must look further
ahead and push for cooperation and investment in not only grain production but
also the front-back industry including transportation, storage, and marketing by
means of close partnerships with countries in similar situations.
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Strengthening U.S. Manufacturing Competitiveness
and Its Implications

Improving Aid Effectiveness through
Active Implementation of CPS in Sri Lanka

Summary

Summary

The Obama administration chose to pursue a more proactive and practical
policies to achieve its goal of strengthening the U.S. manufacturing sector. In
particular, support for advanced manufacturing and tax incentives for reshoring
firms are at the core of recent U.S. manufacturing polices. Especially, the
government is aiming to establish the ‘National Network for Manufacturing
Innovation (NNMI)’, an initiative to promote commercialization of cuttingedge high technology, process and product innovation; and consequently nurture
the high value-added manufacturing sector. Meanwhile, there are an increasing
number of U.S. companies moving their production facilities from overseas back
to the U.S. in order to facilitate innovation in the production process and develop
advanced technologies.

The government of Korea selected 26 countries as major development partners
and formulated Country Partnership Strategies (CPS) for these countries. To
improve performances of the CPS following implementation, it is necessary
to evaluate the results. Therefore, this research aims to lay out comprehensive
and systematic measures to improve the implementation performance of CPS
for Sri Lanka. Since the first CPS for Sri Lanka covers the period from 2012 to
2016, a rigorous and complete evaluation of the implementation performances
may be difficult. However, preparations for the 2nd CPS for Sri Lanka
necessitates a review of development demands and particularities of the country
as well as Korea's current CPS, in addition to finding effective ways for CPS
implementation. The study also examines major donor groups' CPS to elicit
lessons for increasing the relevance, and improving efficiency and effectiveness of
ODA through the subsequent CPS. Furthermore, the author suggests main areas
of Korea's ODA for Sri Lanka based on the implications and lessons derived from
the analyses.

Policies and Implications
The Obama administration has continuously put great emphasis on three subsectors of manufacturing: automotive, clean energy, and IT industry. Frist,
the U.S. government’s policy significantly contributed to recovering domestic
automotive industry once under the threat of bankruptcy. In particular, the
government consistently provided support for eco-friendly and energy efficient
technologies to develop new competitiveness in the automotive industry. Second,
the Obama administration has strategically expanded clean energy industry with
expectation that support for clean energy industry would contribute to improving
competitiveness of other sub-sectors of manufacturing as well as creating quality
employment. Lastly, the U.S. government’s roadmap for strengthening IT
competitiveness, including establishment of the CTO position which bridges
manufacturing and IT divisions within the government, is aimed at promoting
the convergence of manufacturing, service and IT industries and ultimately
improving innovation and competitiveness of U.S. manufacturing.

ODA Study Series, 270pages
In Soo Kang
Hosaeng Rhee
Yoocheul Song

Policies and Implications
The study suggests the following policy implications and lessons for establishing
and operating the CPS. To improve the implementation performance and
effectiveness of the CPS, Korea needs to select specific sectors to focus on, in order
to meet development demands of Sri Lanka. Furthermore, in order to enhance
the predictability of aid it is necessary to set up rolling plans in the medium and
long term. While improving aid harmonization through active coordination and
communication with other donor countries and international organizations, it is
required that Korea specializes in support of specific areas where it has
comparative advantages, to assure increasing aid effectiveness. Implementation
performance of CPS should be evaluated and the result must be reflected in the
next CPS and implementation phase. Moreover, Korea needs to consider ways to
strengthen linkages with the private sector and linkages between grants and loans
to enhance effectiveness when it formulates the next CPS for Sri Lanka.
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Improving Aid Effectiveness through
Active Implementation of CPS in Bolivia

International Cooperation for the ICT Sector
Development in Vietnam

Summary

Summary

Aiming at strategic and effective aid delivery, the Korean government has
established and implemented its first Country Partnership Strategy (CPS) for
each of the 26 priority partner countries. As most of the first Country Partnership
Strategies are set to expire by 2015, it is essential to conduct a comprehensive
evaluation and draw lessons on the CPS framework and operations before
formulating the next CPS. In order to assure the effectiveness of Korea's aid
delivery through CPS, it is necessary to examine the achievements of the current
CPS and identify areas for improvement. Against this backdrop, this study
is based on timely recommendations that seek to elicit policy implications to
improve the CPS framework and ultimately to enhance aid effectiveness, by
examining the CPS and its implementation status with Bolivia as a case example.
The authors draw lessons which should be reflected in the next CPS for Bolivia
by reviewing development needs and unique characteristics of the country, and
analyzing implementation and operation of ODA through CPS in case of both
major donors and Korea. The study also identifies the assessment criteria based
on the implications drawn from the analyses, examines Korea's CPS, and suggests
ways to promote aid effectiveness in Bolivia with emphasis on better strategies for
formulation of CPS and developing new modalities for ODA implementation.

Vietnam is one of Korea's major economic partners as well as largest recipient
of our ODA. Since ICT is recognized as an integral part of a country's
development, this study first analyzes Vietnam's ICT sector development and
provides suggestions for further assisting the development. Distinctive features
of ICT sector development is that it requires partnership between the public
and private sector, constant maintenance, provision of appropriate technology
as well as continued usage. This study observes current status, strategy, roles of
the government and issues in policy implementation of Vietnam's ICT. Lack of
coherence and coordination among aid implementing agencies is identified as a
key challenge. Another issue is the absence of sufficient review in the early stage
of the project. Such absence often results in the delay of schedule and failures in
meeting the program/project objective. Most importantly, improvement in the
management and process of the program/project is urgently needed.

Policies and Implications
Based on the analyses of CPS operation of Korea and the major donor countries
in Bolivia, the study draws the following implications for Korea's current
CPS system in order to enhance aid effectiveness. First, Korea's CPS needs
to supplement lack of feedback mechanism which enables the results from
the country strategy evaluation to be reflected in the next strategy. Second,
implementation strategies in CPS should be devised with full consideration
of unique characteristics and risk factors of the recipient country. Third, CPS
should encompass all relevant ministries and other agencies, in addition to the
two major agencies, EDCF and KOICA, to coordinate activities among different
actors involved in development cooperation. Furthermore, it is desirable to
clarify roles and responsibilities of each ministry or agency in the implementation
strategy. Finally, the study suggests ways to improve the CPS formulation and
management at governmental, headquarter and local levels.
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Jung-min Kim
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Policies and Implications
The study suggests informationization of the public administration sector creation of e-government system - as the most prospective area which Korea
can contribute to. For the effectiveness of Korean ODA to Vietnam's ICT,
a thorough understanding in the country's policy governance is an absolute
necessity. Furthermore, Korea may consider participating in the project/
program development and planning by establishing an association of IT firms
in the country. To promote large scale project/program, it is also important to
transform a pilot to a full-scale program and strengthen linkages between loan
and grants activities. Finally, developing ICT-related projects/programs such as
online education and online health monitoring is also important. Cross-cutting
approach in project/program development, systematic support for ICT projects,
and improvement in maintenance of the project/programs are also integral.

97

Bright 2014

KIEP 2014 Annual Report

Research Achievements by Category for 2014_
International Cooperation Policies

ODA Study Series, 284pages
Jae-Eun Chae
Chulwoo Kim

International Cooperation for
Educational Development in Laos

International Cooperation for Health Sector
Development in Myanmar

Summary

Summary

The purpose of this study is to provide policy guidance for the improvement of
ODA activities in Laos in the education sector. Also, the study seeks to contribute
to the forthcoming Country Partnership Strategy. According to the study, Laos
has the greatest demand in the development of primary and early secondary
education. There is also some demand for vocational training. The country is also
in need of a strategy to effectively respond to the increasing demand for higher
education. Major issues and weaknesses for Korean education ODA activities
in Laos include, fragmented project operation without an overarching midto-long-term strategy, absence of systematic results management, and a lack of
coordination and harmonization with other aid institutions. Such issues and
weaknesses not unique to Korean aid activities in Laos. However, it is more
of a common issue for Korea's education ODA in other parts of the world.
Consequently, a well-sought and multidimensional solution to such issues will
contribute to the improvement of Korea's education ODA activities.

The objective of this study is to review the health sector of Myanmar and to
develop and suggest future cooperation programs between Korea and Myanmar.
According to the study, Myanmar continues to have high mortality rate due
to infectious diseases, such as tuberculosis, diarrheal diseases, and HIV/AIDS.
There is also growing prevalence and mortality of chronic, non-communicable
diseases, including malignant neoplasms, respiratory diseases, and cardiovascular
diseases. Myanmar has low public expenditure on health - roughly 1% of the
total government spending - which results in the delay of the health sector
development. Overall level of assistance to Myanmar by major donors had been
low compared to other recipients. However, with the new government in place,
cooperation between Myanmar and international donors are gradually increasing.
Under such circumstance, Korea should seek assistance strategy through which we
can make the most of our experience and strength.

Policies and Implications
Conclusion and policy implications can be summarized under the overarching
goal of 'Supporting education development in Laos through a phased and
systematic assistance expansion.' The study suggests 'phased approach of
the programs,' 'minimized redundancy in aid activities,' and 'the use of the
Korean experience in development' as the guiding strategy. Four principles are
mentioned; systematic study on demand, evidence-based program support,
enhanced partnership with stakeholder, and systematic results management.
Secondary education, TVET as well as higher education is mentioned as core
program sectors. The study suggests twelve potential programs for Korean ODA
implementing agencies based on the Laos 7th National Social and Economic
Development Plan, and the strategy and principles mentioned above.
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Policies and Implications
Based on the analysis of Myanmar health sector and Korea's strength in
development assistance, the study suggests four specific areas for Korean support;
improvement of the health care service institutions, for instance, by reforming
the health care system; strengthened role of public health centers; enhanced
capacity of health care workforce, and; assistance to the government in building
public health care financing system. Korea needs to formulate viable development
programs to cooperate with Myanmar government. During the process, it is
essential to work together with multiple development partners and encourage
their participation in developing plans for assistance programs for the health
sector in Myanmar.
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Determinants of Economic Growth in Transition
Economies: Their Implications for North Korea

Study on the Strategies for the Enhancement of
International Competitiveness of the Kaesong
Industrial Complex

Summary

In the course of normalization of its operations after its sudden closure in 2013,
the issue of internationalization of the Kaesong Industrial Complex has been
strongly raised, as part of efforts to ensure greater stability and continuity in
its operations. So this study analysis investment condition of of the Kaesong
Industrial Complex based on a theory called “FDI Decision Factor”.
According to the comparison, the Kaesong complex is evaluated as having
comparative advantage in terms of production cost with respect to element factors,
particularly in labor forces and supply of industrial sites. But, the Kaesong complex
has low comparative advantage in ‘market seeking’ and ‘efficiency seeking’ FDI.
Considering the current conditions of the Kaesong Industrial Complex, this
study suggests methods to improve its investment environment. First of all, it
highlights the need to provide proper supply conditions for labor forces and
to strengthen autonomy in hiring and management of workers. Meanwhile,
regarding improvements in institutional conditions including trade liberalization,
legal stability, intellectual property rights; the most important part is to utilize
the Kaesong industrial complex as a test bed for experimental reform measures,
enhancing international credibility through such efforts.

This study was conducted to identify the determinants of economic growth for
North Korea and to present policy suggestions for its successful transition. To
this end, the study analyzed the determinants of economic growth of transition
economies as well as countries by income level. Based on the analysis, it deduced
the determinants of economic growth for North Korea. Variables such as domestic
investment, foreign direct investment, and exports were identified as important
factors for economic development of North Korea along with several transitionrelated variables such as privatization, corporate restructuring, and trade/foreign
exchange system. Based on the analysis of determinants that can advance North
Korea’s economic growth and sequencing of policies, this study presents economic
cooperation policy measures for the South Korean government in dealing with
North Korea.

Seung Kwon Na
Yi Kyung Hong

Policies and Implications
This study presents policies by period, dividing the periods into short term,
mid term and long term. (Short-Term - Building a foundation for growth)
The early stage has been set as a period for raising economic efficiency while
maintaining the current regime in North Korea. During this phase, the North
Korean regime should attempt to diversify direction of its policies to enhance
economic efficiency. This will help lay the groundwork for the stable growth of the
North Korean economy. (Mid-Term - Opening up the economy and supporting
export industries) This phase will provide support for the successful adoption
of capitalist institutions so that North Korea can seek transition to a market
economy. The assumption made here is that North Korea has, at the very least,
initiated denuclearization and that the international community has lifted the
related sanctions, enabling efforts toward opening of the economy. (Long-Term
- Advancing the industrial structure) This is when the pace of advancement of
North Korea’s industrial structure is expedited, which would minimize the costs of
reunification that will occur during the economic integration of the two Koreas.
At this stage, North Korea will have mostly completed its transition to a market
economy, and would be pushing ahead with large-scale privatization that had been
put on hold at the mid-term stage. In this phase, North and South Korea will be
working in earnest to integrate the two economies, and this must be accompanied
by workforce training for advanced industry and large-scale infrastructure
investment, with a per capita income in North Korea surpassing USD 4,000.
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A Study on the Governance of Arctic Council and
Its Implications for Korea

Policy References, 130pages
Jin Young Moon
Yunok Kim
Hyun Kyo SEO

This study reviews the current status and future changes of the Arctic Council and
the coastal countries' arctic policy, and derives policy implications for multilateral
and bilateral cooperation in this region. The major issues that the Arctic Council
is dealing with are divided into four categories: Environment and Climate,
Biodiversity, Oceans, and Arctic Peoples. Arctic council initiated individual task
forces for Circumpolar Business Forum, Arctic Marine Oil Pollution Prevention,
Action on Black Carbon and Methane, and Enhancing Scientific Cooperation in
the Arctic, and establishes policies and regulations. Cooperation channels in the
Arctic region can be summarized in two: multilateral and bilateral cooperation.
It is essential for Korea to contribute on a multilateral level by participating in
projects and working groups of the Arctic Council. The bilateral cooperation will
also make it easier when these multilateral cooperations are supported. On the
other hand, it is also required to study the legal system and mechanisms of the
Arctic Council as a soft-law regime, which is expected to serve as an example to
build and participate in similar multilateral cooperation in the future.
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Recent Trends and Major Issues in
Aid for Trade

ODA Study Series, 100pages
Jione Jung
Aila Yoo

As discussions on the importance of trade as an engine for economic growth and
development moved forward around the globe, the role of Aid for Trade (AfT) has
been given renewed emphasis. Based on the analysis of recent trends and major
issues on AFT, this study suggests the following policy implications for enhancing
the effectiveness of Korea's AfT. First, Korea should improve consistency and
relevance among AfT programs, implemented by various ODA executing
agencies, based on a national strategy on AfT. Second, when the government
develops an AfT program, it should consider the changes in the global trade
environment. Third, Korea needs to diversify financial resources for AfT other
than ODA. Lastly, result management framework for AfT programs should be
taken into account and targets and performance indicators need to be developed
for AfT programs. A system for monitoring and evaluation will enhance the
accountability and transparency of AfT.

International Development Cooperation for Urban
Response to Climate Change: Issues and Implications

ODA Study Series, 102pages
Jione Jung
Jihei Song
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Cities are currently home to half of the global population. Urbanization is
expected to intensify in the developing regions of Asia and Africa. While urban
development as well as population increase are deemed as evidence of progress
in development, unplanned expansion undermines growth, and threatens the
global pursuit of sustainable development. Korea has accumulated experience
in rapid urbanization through its development since the 1970s. As Korea seeks
to bolster its ODA for climate change, increased support for urban climate
change mitigation and adaptation in the developing countries are deemed as
highly adequate. From 2009 to 2012, Korea had included low carbon urban
development as an element in the East Asia Climate Partnership program.
Nonetheless, substantial improvements are not yet visible. Learning from the
experience and taking account of the Swedish experience, it is important to
develop programs which build on the Korean experience yet are applicable in an
international context.
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A Study on State-Owned Enterprises Reform
in China
Summary

Asia-Pacific Studies

Policy Analyses, 202pages

KIEP closely examined and proposed policy options in response to
China’s rise as the world’s dominant economic power, achieved
through the reform policy of the Xi Jinping administration, and the industrial
and economic policies of Japan, which has recently drawn our attention
with its TPP negotiations and signing of an FTA with the European Union.
Furthermore, KIEP looked into the recent changes in the industry, finance,
economy, and labor markets of developing countries in Southeast Asia,
into which Korean businesses are considering making inroads,
as well as India, which is striving to restore momentum to its economy with
the launch of the Modi administration, and presented policy recommendations
on how to approach and foster relationships and exchanges with
those nations.

Ik Joon Moon
Chang Kyu Lee
Pil Soo Choi
Su Yeob Na
Hyo Jin Lee

The pace of reform of China's state-owned enterprises and industrial restructuring
is currently accelerating under the leadership of Xi Jinping. This research, through
the analysis of enterprise competitiveness, business diversification and industrial
concentration, aims to forecast the direction of reform of state-owned enterprises
in China and draw implications for South Korea. This research propose that
key of state-owned enterprise reform is mixed ownership, and when executed
successfully, would bring forth tremendous change in China’s ownership system.
State-owned sectors made open and accessibly to private capital would disperse
management risk, followed by optimization of management and investment
policy. Moreover, both business diversification and industrial concentration of
state-owned enterprises are expected to occur. As far as diversification of stateowned enterprises is concerned, irrelevant fields of state-owned enterprises would
more likely to experience diversification than relevant fields.
Nevertheless, limitations and shortcomings of state-owned enterprise are as
follows. First, directions of mixed ownership differ by industrial fields and mixed
ownership might appear only in some industries. Second, state-owned enterprise
reform may place heavy emphasize on state-owned enterprise and possibly favor
state-owned enterprise. Generally, limited private capital is rarely considered to be
used in taking over absolute share of a state-owned enterprise. In fact, state-owned
enterprise is more likely to merge with and acquire (M&A) an internally stable
private enterprise during the transition to a mixed ownership.

Policies and Implications
Implications for South Korea are that opportunity for both intense competition
and cooperation coexist. Firstly, South Korean enterprise already in China would
enter into more intense competition not only in the Chinese domestic market,
as competition with Chinese enterprise would also become more intense in
global market, thereby Korean enterprises to be prepared. Therefore, the need to
make provisions for strengthening regulations and enforcement of laws regarding
state-owned enterprise reform is very high. Secondly, globalization of Chinese
enterprise could provide opportunity to South Korean enterprise for cooperation
and as a consequence, leads to enlargement of market. Within the industry,
growth of Chinese enterprise has led to increased cooperation and it may have a
positive impact through bilateral trade and investment expansion.
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Consumer Market Characteristics of
Emerging Cities in China and Its Implications

Development of the Cultural Sectors of China
and Its Regional Cooperation

Summary

Summary

As China is undergoing a rapid shift in paradigm of its economic growth from
an export-driven one to one focused on domestic consumption in the wake of
the global financial crisis, the consumer market in China is expanding gradually,
especially in the new emerging cities. Given the backdrop involving such shifts
in the economic climate, this study is aimed at analyzing the characteristics of
the consumer market in the new emerging cities in China and coming up with
recommendations with regard to strategies for entering them. This study performs
a one-on-one survey and case study in terms of its research methodology, while
also applying key management theories such as consumer behavior model, 4P
strategy and STP strategy.

Following the official signing of the Korea-China free trade agreement (FTA)
in June 2015, bilateral exchanges and cooperation in the cultural sectors are
expected to accelerate. This study considers cultural industries as an important
sector in the cooperation between Korea and China. A comparative analysis
was conducted on the development of local cultural sectors of China in three
environments: industry, market, and policy. We propose a cooperative direction
and cooperation strategies in detail by region-sector matching, on the basis of
analytical results and suggest four groups for 31 provinces/municipal cities. We
also suggest the cooperation strategy of the general cultural sector (Shanghai and
Henan), broadcasting sector (Beijing, Zhejiang, Shandong, and Sichuan), film
sector (Beijing and Zhejiang), online games sector (Sichuan), and animation
sector (Guangdong and Hubei).

Policies and Implications
From the perspective of 4Ps, companies need to enhance product competitiveness,
actively utilize eco-friendliness and wellness in their marketing while taking
full advantage of consumer psychology, such as tendencies to pursue the latest
trends, and curiosity about new products. Companies need to select store
locations by taking the sheer diversity of factors into consideration, whereas it
would be desirable to utilize indirect sales channels such as commercial agents
or small merchants for setting up distribution channels. In addition, they need
to determine distribution channels by sales item and actively utilize online sales
channels. As for promotion, companies need to engage in marketing via mobile
messenger services such as WeChat. With regard to the STP process, companies
need to develop a customized strategy for market penetration by classifying
customers based on sex, birth year, and income level etc. Specifically, companies
are recommended primarily to target middle-to-upper classes, female customers,
and the post-80s and 90s generations. Given that emerging cities show differences
in consumption patterns and consumption tendencies of consumers, companies
need to develop a customized market penetration strategy by identifying the
characteristics of each emerging city.

Policy Analyses, 356pages
Suyeon No
Jihyun Jung
Jungu Kang
Jonghyuk Oh
Hongwon Kim
Hanna Lee

Policies and Implications
We discuss the strategies for the Korean government and companies to expand
cooperation with China in the cultural sectors. First, regarding cultural services,
the Korean government should adopt a gradual approach in the course of postFTA negotiations with China. In other words, the Korean government can utilize
the reservations list similar to that in the Korea-U.S. FTA for future liberalization
in the cultural services, include the "Protocol on Cultural Cooperation" in
the FTA, and discuss the opening of the online games sector with the Chinese
government. Moreover, the Korean government should build a foundation for
cooperation with China, enhance support for Korean companies entering the
Chinese market, and improve the existing system related to the cultural industry.
With regard to the Korean companies, we suggest that they should strengthen
their planning capability and creativity, diversify business partners and products,
and carve out a niche market. In addition, localization (i.e., establishing a
subsidiary or an R&D center in China) can be adopted as a long-term strategy.
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A Study on Japan’s FTA Strategy and
Its Policy Implications for Korea

Migrant Remittances and Development
in Southeast Asia

Summary

Summary

This research examines Japan’s FTA strategies, focusing on Japan’s 13 effective
bilateral FTAs, and ongoing negotiations on the TPP and the EU-Japan FTA.
Especially, this research sheds light on the differences between the ongoing two
FTA negotiations and Japan’s 13 existing bilateral FTAs in terms of Japan’s FTA
strategy. Chapter two analyzes the GVCs of Japanese companies from 1995 to
2011 based on EU World Input-output Tables (EU-WIOT). Chapter three
outlines how the Japanese government exploits FTAs in major negotiating
chapters including tariff, rules of origin, service trade, intellectual property rights,
etc., so as to expand GVCs of domestic enterprises. Also, this chapter examines
the utilization of signed FTAs. Chapter four divides major issues of the TPP12 negotiations into market access for goods and rules, then examines Japanese
strategy in the TPP-12 negotiations. Chapter five analyzes the main issues of the
ongoing FTA negotiation between Japan and the EU and countermeasures of the
Japanese government.

Remittances are a major source of external financial flows to Southeast Asia, and
they have been on a steady rise over the past decades. Among Southeast Asian
countries, the Philippines accounts for the most of remittances flowing into the
region although its share has been on a constant decline. Other countries in the
region, especially populous countries of Indonesia and Vietnam, are receiving
increasing volumes of remittances, as their migration outflows are steadily
increasing. The level of remittances from smaller, more underdeveloped countries
in the region is also rising fast. Empirical analysis indicates that Southeast Asia
does not differ from other regions with respect to the remittance outcomes in
poverty reduction and investment. The relationship between remittances and
growth is even stronger in Southeast Asia. However, remittances appear to
raise inequality more in Southeast Asia, which indicates remittances may be
concentrated into higher income groups than other world regions.

Policies and Implications
The overall conclusion and policy implications drawn from this research are as
follows. First, although the Japanese government emphasizes comprehensiveness
and high level of liberalization in the 13 effective FTAs, their actual level of
liberalization is low since they have chosen the FTA partners so as to protect their
agriculture, fisheries and livestock markets. Second, Japan’s TPP strategy can be
summarized as mutual protection allowance for the US Automobile market and
Japan’s agricultural market. This Japanese exchange strategy had been effective
until Japan’s official declaration of participation in the TPP, in February of
2013. However, at the moment, the end of 2014, the strategy seems to be losing
strength. For instance, the TPP negotiations for tariffs and safeguards on pork,
beef, and dairy products included in the main 5 items of agriculture and livestock
industry are facing difficulties even at the working level consultation with the
US. Lastly, the biggest issue in the EU-Japan FTA negotiation is the reduction or
elimination of non-tariff barriers. For the EU to balance benefits against Japan
which has low tariffs, it would need an effective strategy in demanding that
Japan remove its non-tariff barriers. However, regulatory reforms of the Japanese
government are limited to regulatory harmonization, trade facilitation and
streamlining customs procedures.
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Policy Analyses, 176pages
Yoon Ah Oh
Woong Lee
Mingeum Shin
Nari Park
Yoomi Kim

Policies and Implications
Although appearing to strengthen financial development outside Southeast
Asia, remittances have a negative impact on financial development in the
region. This suggests that the receiving countries in Southeast Asia need to
improve institutions to enable remittances to contribute to domestic financial
development. The government of Korea should continue to make an effort to
reduce transaction costs of remittances and consider utilizing its foreign aid
tools to enhance the development impact of remittances. It should also consider
institutionalizing remittances sender survey in the country to develop an effective
research infrastructure for better understanding the remittances outflows from
Korea and their development impact in the receiving countries.
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Study on Recent Change in Labor Market Environment
in Southeast Asia and Korea's Strategies

The Analysis of Financial Markets and Firms’
Financing Structure in Southeast Asia:
Cases of Vietnam, Thailand and Indonesia

Summary

Policy Analyses, 228pages
Sungil Kwak
Chan Kwon Bae
Jaewan Cheong
Jaeho Lee
Min Lee Shin

This study investigates the background and causes of the major changes in
the labor market environment in Southeast Asia, while also identifying the
characteristics of the labor market. In particular, the increase in foreign direct
investment (FDI) in Southeast Asian countries serves as a starting point for this
analysis, because the flow of FDI, we believe, is the most important cause of
changing conditions in the labor market. In addition, we have explored whether
the investment decisions of Korean firms are affected by the changes in the labor
markets in the area, through both empirical analysis and a corporate survey on
their strategies to respond to the changes. We find that Korean firms, particularly,
small and medium sized enterprises, mainly focus on localization at the
management level. Furthermore, based on the findings, we have proposed better
ways to support the Korean firms operating in Southeast Asian markets.

Policies and Implications
We believe that Southeast Asia still has potential for the inflow of FDI from
Korean firms. Ongoing changes in labor market conditions in Southeast Asia
are likely to have an adverse impact on Korean firms operating there, though
the extent of the impact will differ across industries and technology levels.
Therefore, we suggest that business support policies in overseas markets should
widen the scope of their application, because current support policies tend to
focus on supporting only the initial advances. Hence, for firms already operating
in Southeast Asia to successfully expand their markets, the Korean government
should provide additional support measures for localization of these firms. Of
course, since the companies located abroad do not use the domestic production
process, the additional support of the firms located abroad may reduce the
creation of domestic jobs. However, given the existence of previous research
indicating that Korean firms' OFDI can positively affect domestic productivity
and employment, the Korean government should identify the impact of
additional support by industry.
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Summary

Studies in Comprehensive Regional Strategies,
232pages
MinHwan Lee
JungRyol Kim

This study will show the characteristics of financial markets of countries
where Korean corporations and banks have been involved actively, namely
the three Southeast Asian countries of Indonesia, Thailand, and Vietnam; and
analyze current conditions and characteristics regarding delivery of finance to
corporations there. The study will also analyze the overseas expansion strategy of
Korean financial institutions, mainly banks, presently searching for a new profit
source due to a low loan-deposit margin after low interest situation, referencing
Singapore and Japan’s experiences and their past strategies. Those countries were
able to participate in the Southeast Asian market successfully prior to Korea.
Southeast Asian countries such as Thailand, Vietnam, and Indonesia have
exceeded the economic growth rate of BRICs in 2012 and emerged as strategic
locations for major advanced countries.

Policies and Implications
For local Korean financial institutions that are looking for new profit sources,
they can increase their chances by expanding their operations to Southeast Asian
countries such as Thailand, Vietnam, and Indonesia. Because every country has
different growth rates and level of financial market development, the approach
should be different for each. First, there are already many local firms that have
already settled in Vietnam, as its rapid economic growth makes it the most
attractive market. However, the attractiveness also makes it a very competitive
market which adversely affects future profits. However, the on-site corporate
financial market and consumer financial market are both growing and longterm profits can be expected. Second, to ensure the success of global expansion
of banks, Korean corporations' exact needs regarding banks must be exactly
analyzed. In other words, the banks should increase competitiveness by financing
funds according to demand and in various currencies and also provide one-stop
service for information of local demand, introduction to companies for business
relations, and overseas expansion.
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Policy Analyses, 242pages
Woong Lee
Choongjae Cho
Young Chul Song
Yoonjung Choi
Jung Mi Lee

Effect of India´s Expansion of FTA
on the Korea-India Trade

The Economic Effect of Liberalizing Labour Mobility
between Korea-ASEAN and Its Policy Implications

Summary

Summary

Korea and India established their diplomatic ties in 1973 but economic
cooperation between the countries began in earnest after India’s economic reform
in 1991. In particular, the economic cooperation was intensified as the Indian
economy was opened up further and experienced high economic growth since
2000, which led to remarkable success of the Korea-India CEPA (Comprehensive
Economic Partnership Agreement) implemented in January 1, 2010. India
has aggressively expanded its FTAs as it concluded 13 RTAs (Regional Trade
Agreements) with 25 countries and has been negotiating or reviewing agreements
with several countries including the EU. Narendra Modi government inaugurated
in 2014 has given priority to the quality aspect of FTAs rather than the quantity
aspect that was emphasized by the previous government. Prime Minister Modi
announced that the FTAs signed by the previous government in the last ten years
have benefitted the partner countries but not India in terms of quality and volume
of trade. Therefore, it is expected that the Indian government will further pursue
its actual benefits with its practical FTA strategies. This report analyzes the effects
of India’s FTA enlargement on the trade between Korea and India. Especially,
it focuses on the Korea-India CEPA and the Japan-India CEPA while giving
consideration to high competition in the Indian market between Korea and India.

Globalization is driving the movement of people across borders as well as helping
to expedite the processes for economic integration. The aim of this study is to
estimate the economic effects from growing liberalization of labor movements,
and provide a fundamental resource for promoting economic cooperation
between Korea and ASEAN. The result of this research shows remittances gained
from increased flow of workers play significant roles in economic growth for both
Korea and ASEAN respectively.

Policies and Implications

Studies in Comprehensive Regional Strategies,
192pages
Chang Soo Lee
Backhoon Song

Policies and Implications
Based on the research results, in order to maximize the benefits of economic
cooperation while minimizing side effects, this study suggests that firstly, Korean
government should devise a scrupulous plan to protect domestic labor before
utilizing foreign labor in the domestic labor market, in terms of the range of
industries allowed and the scale, etc. Secondly, the research result indicates that
the gradual strengthening of employment policies on inflow of foreign workers
from ASEAN will magnify the economic ripple effects, such as the introduction
of a consistent evaluating system for measuring capacities and for worker training.
Lastly, it shows that for the sake of systematic and effective management of
remittances by foreign laborers, it is necessary to provide services tailored to
individual life cycles, in connection with both the inflow and outflow.

The report examines the Indian government’s trade policies including FTA policy.
It also compares and analyzes the 'pillars' including background, merchandise,
service, investment, and others among FTAs already implemented by India.
Next, it compares the Korea-India CEPA and the Japan-India CEPA in greater
detail and presents similarities and differences between the two FTAs, focusing
on disadvantages that Korea faces or will face. Next, simulations are performed
using the World Bank SMART to analyze how expansion of FTAs by India affect
the Korea-India trade and shows changes in import, tariff revenue and consumer
surplus of India as well as changes in export by Korea. The report performs
simulations not only for the entire economy, but also for specific items (HS 2 or
6) and provides estimates for each case. Using the results from qualitative and
quantitative analyses, this study suggests a method for setting priorities among the
list of items in the future Korea-India CEPA upgrade negotiations. The authors
hope that the results from this report will be utilized as a useful resource to
upgrade the Korea-India CEPA.
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Comparative Analysis of Chinese Western IT
Manufacturing Cluster and Its Implications:
With Focus on the Chongqing, Chengdu, Xi'an

Policy References, 132pages
Jonghyuk Oh
Hyun Jung Park

Policy References, 126pages
Hyun-jung Park
Hyo-jin Lee
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As the production network expanded during the 2000’s, China emerged as the
world’s center for global IT production. In 2013, China accounted for more
than half of the world demand for major IT products including mobile phones,
computers, and color televisions.
China’s IT industry has been developing mainly along the eastern and coastal
regions including the Pearl River Delta, the Yangtze River Delta and the Bohai
area. But recently, these areas have experienced a steep rise in factor costs and
pressure from industrial advancement due to changes in the methods of economic
development. It forced the IT manufacturing industry of China to gradually
shift its production base from the eastern coast to the western inland areas. Most
IT enterprises have moved manufacturing facilities to cities like Chongqing,
Chengdu, Xi’an, with these cities concomitantly emerging as China’s new IT
manufacturing clusters. In this regard, this study conducts a comparative analysis
on core manufacturing clusters in Chongqing, Chengdu and Xi’an. Based on
the findings, this study provides implications for Korean companies seeking to
conduct business operations in the area and also for the Korean government in
supporting these companies.

A Study on MSME Policy of India and
Cooperation between Korea and India

Studies in Comprehensive Regional Strategies,
136pages
Choong Jae Cho
Young Chul Song

The most part of MSEM of India is classified into Micro enterprise with small
scale of investment. Although the most part of MSME of India is micro and small
enterprise, contribution of these to India economy is very positive, especially for
generating employment and balancing regional economy, boosting export as well.
To enhance competitiveness of MSME, Indian government provides MSME
with various support program and policies through developing such as national
Manufacturing Competitiveness Program and 12th 5-year national development
plan. Korean government needs to review some creative policies for supporting
small and medium companies and promoting cooperation between MSME
of two countries. First, ‘Korea-India Public-Private Cooperation Center for
MSME’ in two countries in respect so that it could provide all services in
direct based on single window-one stop service. Second, establishing ‘Creative
Economic Innovation Center’ is also recommended. It would be able to play
a role of promoting and developing innovative agenda for Korean small and
medium companies trying to enter to Indian market. Lastly, Korean and Indian
government need to consider of creating joint fund for MSME which is trying,
or already entered into the other side of market. It would be effective solution for
the companies experiencing financial problems. Case of India-Israel joint fund is
recommended for the reference and benchmark.

Analysis of Chinese Knowledge Industrialization
and Its Implication: Focus on Patent Licensing of
the University and Chinese Academy of Sciences

Competitiveness of India's Cultural Industry and
Korea-India Cooperation: Focus on Broadcasting,
Film and Animation

Knowledge produced by the university and public research institutions has been
viewed traditionally as a public good contributing to technological innovation
and economic growth. The Chinese government has advocated an applicationoriented science policy since the 1950s, with emphasis on promoting scienceindustry linkages. As major assistants to enterprises, Chinese universities and the
Chinese Academy of Sciences (CAS) have been playing a key role in conducting
cutting-edge research and effectively transferring knowledge to Chinese industries
in order to enhance their competitiveness. This study analyzes industrialization
of knowledge from Chinese universities and CAS from both macro and micro
perspectives. Our findings could produce useful implications for policymaking related to Korea’s innovation system and collaboration among industry,
universities, and research institutes.

The cultural industry has recently been garnering attention as a new growth
engine and creative industry. This study analyzes the competitiveness of the
Indian cultural industry with emphasis on film, broadcasting and animation;
and provides suggestions for further cooperation between Korea and India.
Mutual cooperation in the cultural industry has been included in the form of coproduction agreements in Chapter 9 of the Korea-India CEPA which went into
force in 2010.
India’'s cultural-content industry, centered on film and broadcasting, already
ranks 14th in the world. It is anticipated to expand by more than 10% in the
next five years, and grow into a powerhouse on a global scale in the near future.
In particular, India is a promising partner country in the global value chain, as it
is highly competitive in certain parts of each sector, and is likely to provide a huge
market for Korean companies.

Studies in Comprehensive Regional Strategies,
126pages
Yoonjung Choi
Jungmi Lee
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Working Paper, 66pages
Woong Lee

Labor Market Flexibility and Different Job-Matching
Technologies across Regions in India: An Analysis
of State-Level Disaggregate Matching Functions

Promoting Innovative Development in
the Asia-Pacific Region Through the Internet Economy

This paper examines the relationship between labor market flexibility and
matching function efficiency in India. With state-level disaggregated data, the
matching function in India is estimated to investigate differences in the matching
function efficiency across regions of different labor market flexibility. In addition,
matching parameters are estimated in the respective regions that categorized by
the degree of labor market flexibility. It is the first original work that uses statelevel data to estimate matching function in India. The data are drawn from
Employment Exchange in India, the only public employment service in this
country. The results show that there is no link between labor market flexibility
and matching function efficiency. The evidence indicates that regions having
inflexible labor markets reveal entirely vacancy-driven job matching process,
which implies lack of labor demand. For these regions, it is recommended that
policies to boost labor demand such as employment subsidies are appropriate to
create more employment.

ICT and Internet economy development has been one of the main interests
of Asia-Pacific regional cooperation from the early stage of APEC and the
Telecommunications and Information Working Group (TEL or TELWG) was
established in 1990 to promote building the Asia-Pacific Information Society
(APIS). The objective of this study is to highlight and analyze the economic
benefits ICT development or the Internet economy will offer as a new source
of economic growth, promoting innovative development in the Asia-Pacific
region. This study begins by briefing the activities of APEC and the APEC
Telecommunications and Information Working Group and then overviews the
current state of ICT development in the APEC member economies based on
the ICT Development Index (IDI) published by ITU, analyzes the potential
benefits of further ICT development in terms of economic growth, or in some
sense, productivity growth, and finally presents implications and suggestions
for ICT development or the Internet economy to facilitate economic growth of
the Asia-Pacific region. Some of the findings and implicatioans of this study are
as follows. Despite the huge gaps among the APEC member economies, ICT
as a whole has been developed significantly in the APEC region and the gaps
have also been reduced in general during 2002-2012. The progress seems to be
converging rather than diverging among the APEC member economies. However,
there are still huge and enlarged gaps between these economies when it comes
to ICT utilization. APEC therefore needs to make efforts to bridge the ICT
development gaps existing among its member economies, especially regarding
ICT utilization, in addition to continued efforts to further close the gaps in
ICT infrastructure, which is regarded as a great achievement of the previous
decade. ICT development is expected to bring about significant progress in the
economic growth of each of the APEC member economies as well as APEC as a
whole. APEC can share the experience of member economies with extraordinary
progress in ICT development between 2002 and 2012, such as Viet Nam, Russia,
Indonesia, China, Philippines, Peru, Malaysia, etc. APEC needs to identify and
share their success factors and policy experiences.

International Business Cycles among the Asia Pacific
Economies: Implications for APEC Cooperation

APEC Study series, 46pages
Young-Joon Park
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This paper examines the characteristics of international business cycles among
the Asia-Pacific economies in the period of 2000:Q1-2013:Q4. A dynamic
factor model is estimated for the output fluctuations and five macroeconomic
drivers of business cycles. The estimation extracts the latent common factor
shared by fourteen APEC economies and the region-specific factors of North
America, Northeast Asia, Southeast Asia, and Oceania. We find that the relative
contributions of the common and region-specific factors of business cycles
are significant in accounting for national output fluctuations. Evidence for
international business cycle comovements is strong between North America
and the common business cycle particularly at low frequencies. North America
and Northeast Asia also show significant business cycle synchronization. As
for the driving forces of business cycles, international trade provides the largest
contribution across four regions in the Asia Pacific and the monetary policy and
productivity drivers are subsequent to it. The overall finding signifies the greater
probability of economic cooperation and regionally coordinated monetary
policies among the APEC economies.

APEC Study series, 64pages
NAM Sang-yirl
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Policies for Industrial Competitiveness Improvement
in Europe and Their Implications
Summary

Europe, Americas
and Eurasia Studies

Policy Analyses, 304pages

By continuously monitoring and conducting consistent research
on the changes in economic policy and financial environments of
major European countries following the global financial crisis as well as
the policy trends of the United States, KIEP has attempted to identify
relevant implications for the Korean economy. Meanwhile, we analyzed
the trend of international politics related to new economic space,
such as Putin’s development project in the Far East and Baikal region
and Arctic Governance, and devised policy options and strategies
through which Korea may respond to and participate in such projects.
Ahead of the Eurasian Economic Union (EEU), set to go into effect in 2015,
we studied the impacts of the integration of CIS countries and proposed
ways for Korean businesses to explore the markets in the Middle East
and Latin America.
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Yoo-Duk Kang
Tae Hyun Oh
Cheol-Won Lee
Hyun Jean Lee
Junyup Kim

The global economic crisis has brought back into focus the need for a stable
manufacturing base in advanced economies. However, the EU’s share in global
manufacturing production has dropped considerably, and this trend elicits
concerns in association with dampened growth momentum and innovation
in European economies. To relieve the concerns and enhance industrial
competitiveness, there have been many efforts. For instance, the European
Commission has been rolling out various policies encompassing cost and
non-cost factors through Europe 2020 and Horizon 2020. In addition, there
are country-level strategies and policies: policy planning and establishment
through public-private-academic joint cooperation (Germany); reinforcing the
effectiveness of R&D investment and industry-academic cooperation (Sweden);
internationalization of local enterprises, inducing foreign investment, and
improvement in financial accessibility, in order to overcome the limitations of
an SME-centric economic structure (Italy); intensive reform and open policy,
upgrading of infrastructure conditions by utilizing EU funds (Poland).

Policies and Implications
Korea, which has been in the category of a 'catching up' country, has made a
successful transformation into a country to be 'caught up with'. Nevertheless,
Korea's growth potential is weakening and losing ground on its superior position
in technology vis-a-vis emerging economies. Therefore, drawing from the case
studies of Europe, we suggest the following policy implications for Korea. First, it
is necessary to have scientific and technological achievement reflected in industrial
capacity in order to secure marketability of technology. Second, it is important to
improve the competitiveness of Korea's service industries and create a structure
where competitive service industries support the manufacturing sector. Third, it is
necessary to develop further measures to support or to stimulate SMEs’ activities.
Fourth, the development of GVCs, focusing on high technological skills, is
critical. In order to take advantage of GVCs, it is important to maintain a stable
industrial base and a competitive technology-intensive industry at home.
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Analysis of the Changes in the Economic-Industrial
Structure and Locational Competitiveness of
Four Central-European States

Russia's Development of the Far East and
the Baikal Region and Korea's Countermeasures
Summary

Summary

Studies in Comprehensive Regional Strategies,
150pages
Myeon Hoei Kim
IL GON Kim
Shinkyu Kim
Byung Joon Song
Sang Wuk AHN
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The Visegrád Group is an alliance of four Central European states – Czech
Republic, Hungary, Poland and Slovakia. There are three main reasons why
interest in the Visegrád Group has been rapidly growing. First, the economic
one. Those four countries reached a much higher economic growth rate than
other Central and Eastern European countries. The second reason is that these
countries have continued to stand as a bloc of 'Collective Action' within the EU
through their strong political solidarity. Finally, and perhaps most significantly,
the Visegrád Group plays a special role in Korea – EU relations. However, there
has not been much research carried out about this region in Korea. Hence, there
is a growing need to conduct a research on the Visegrád Group.

Policies and Implications
The Visegrád Group has a growing importance in Korea’s exit strategy from its
trade deficit against EU. Korea could resolve its problems related to the EU by
expanding trade and investment in these four countries in Central Europe as a
detour. In order to maximize the effect of Korea-EU FTA which came into force
in July 2011, trade needs to be expanded to actively utilize these countries in
the Central Europe. As a result, it will help Korea to diversify its trade partners,
which are currently concentrated to the major Western European countries. The
expansion of local production through active FDI is also important in order
to expand trade volume and maintain stable market share in Visegrád Group
which still deems an emerging market. When considering the status of the
Visegrád Group in the Europe as a whole, it is clear that more active investment
strategy should be implemented in this region. Furthermore, it is necessary to
fully understand the changes in the four Central European countries, to prepare
suitable strategies in order to maximize the strategic value of the four emerging
Central European countries.

Policy Analyses, 158pages
Sung Hoon Jeh
Jiyoung Min
Boogyun Kang
Sergey Lukonin

Soon after the start of the third term of the Russian president Vladimir Putin in
May 2012, the Ministry for the Development of Russian Far East was established
as the first ever federal ministry dedicated to the development of a specific region.
In addition, a national program called the ‘Socio-Economic Development of
the Far East and Baikal Region’ was adopted in March 2013 which was revised
in April 2014. All of this is an indication of Russia’s unprecedented interest in
developing the Far East and the Baikal region. Adjacent to the Korean peninsula,
Russian Far East and the Baikal region stood up as a priority target for Korean
cooperation activities in Eurasia. Thus, the development of the Far East and
the Baikal region has several geopolitical and geoeconomic significance. First,
from the Russian perspective, it can strengthen the role of Russia as a Eurasian
superpower and become a new growth engine for the sustainable economic future
of Russia. Second, from Korea’s standpoint, the region is important in that it can
enhance opportunities for geopolitical cooperation with Russia and become a new
foundation for growth outside Korea. This paper systematically analyzes the thirdterm Putin administration’s development policy for the Far East and the Baikal
region, and presents detailed policy responses.

Policies and Implications
The policy responses drawn from this research are as follows: First, the region should
be made a part of new division of labor involving production of semi-finished
products or components of goods at major socioeconomic development zones where
a wide range of preferential treatment is provided, and export of those products
back to Korea or a third country for processing into finished products. Second,
given the competitiveness of Korea, cooperation in expansion of oil/gas processing
and plant construction sectors hold much promise. Third, cooperation in largescale infrastructure projects which are the driving force of the Russian economy is
feasible. Fourth, a key area of cooperation is trilateral economic cooperation projects
between the two Koreas and Russia. The following are proposed as measures that
can support cooperation in these various sectors: establishing a regular prime
ministers’ meeting between the two countries and founding a counterpart agency
for the Ministry for Development of the Russian Far East; formulating measures
that support participation in PPPs and advanced socioeconomic development zones;
increasing access to funding by utilizing investment and financing platforms, foreign
finance and private financing; seeking multilateral cooperation; and pursuing a joint
Korea-China-Russia research project.
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Studies in Comprehensive Regional Strategies,
150pages
Hongyul Han
Joung-Ho Park
Sungwook Yoon
Hyekyung Cho

The Establishment of the EEU and Changes
in International Relations in Eurasia

A Study on Korean Cooperative Strategy
for Eurasia

Summary

Summary

After Vladimir Putin won the 2012 Russian presidential elections, one of his first
Presidential decrees involved creation of a ‘strong Russia’. In particular, the postSoviet space has been given renewed focused, because the world powers including
Russia have tried to reorganise their power relationship in and around this region.
In this sense, the Eurasian Economic Union (EEU) which came into existence
officially on January 1 2015 has implications as Russia’s ambitious regional
integration project for the CIS area. From these perspectives, this research has
three goals: the first goal is to examine the economic significance of EEU in
terms of spatial reorganisation of the global economy; the second is to analyse
EEU’s political impact from the perspective of Russia’s international strategy; and
the third goal is to examine the response or policies of relevant countries (world
powers such as US, EU and China and countries in the CIS area) regarding
the EEU. This research eventually leads to providing implications and policy
directions for the Korean government’s Eurasia Initiative.

The purpose of this study is to learn how Korean diplomacy needs to be formed
in order to realize long-term national interests by securing international leadership
and collaborating with the international community beyond reunification of the
Korean Peninsula and success of the “Eurasia Initiative.” The research findings
suggest that Korea has to audaciously pursue a path to the “Middle power.”
Thus, the study focuses on the concept and characteristics of the “Middle power”
that Korea needs to seek and provides measures to reinforce the policy through
economic and institutional balance and multilateral cooperation.

Policies and Implications
This research analyses the background and current situations related to regional
structural changes in the global economy, and Russia’s international strategy
and EEU’s expansion policy. The research also examines strategies and policies
towards EEU of not just major global powers such as the US, the EU and China,
but also countries in post-Soviet sphere. Thus, this research will contribute to a
better understanding of the internal dynamics and future perspectives of Eurasian
regional integration, spatial changes connected to international relations in the
post-Soviet space, and energy-related relations from the beginning of EEU. In
addition, this research could lay a foundation for the Korean government in
setting up mid-to-long-term strategies towards the EEU.
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Studies in Comprehensive Regional Strategies,
158pages
Sang Nam Park et al.

Policies and Implications
Based on case studies on Turkey and Kazakhstan, major foothold of the Eurasian
continent, the study proposes Korea to consider the following to establish
international credibility, international leadership, broaden diplomatic options
and attain economic-systematic balance. A genuine middle power implements
coherent policy for international peace and common prosperity and is backed
up by national identity and sense of duty. An exquisite soft power strategy, niche
diplomacy, and a smart diplomatic strategy combining bilateral and multilateral
relationships should be attended.
While accumulating confidence through cooperation with major powers, Korea
needs to build an image of independent international power. Acknowledging the
significance of the EEU as one of the multilateral approaches of a Middle power
towards the Eurasian continent is also necessary.
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Studies in Comprehensive Regional Strategies,
150pages
Seok Hwan Kim
Hee-Seung Na
Young-Min Park

Changes in the Arctic and Establishment of
New Arctic Governance

Appropriate Technology in
African Development Cooperation

Summary

Summary

With visible changes in the Arctic area in the 21st century, the Arctic is
becoming the center of renewed attention. While the thawing of the Arctic
means an ecological crisis for humanity that goes beyond the changes in the
natural environment, at the same time it intensifies the paradox of the Arctic, as
benefits to the international community are increased by raising the possibility
of commercial uses of the North Pole Route and resource development. This will
likely lead to changes in the AC (Arctic Council), which has functioned as the
body for regional governance among the stakeholders in the Arctic territories
to date in relation to the development, conservation and use of the North Pole
Route. The AC approved South Korea, China, Japan, India, Singapore and
Canada as new permanent observers at the Kiruna Ministerial Meeting held
on May 15, 2013. The meeting transformed the AC from a body for regional
governance led by the European and North American countries into a global
governance agency with participation by the permanent members of the UN
Security Council and G8 countries. In this regard, the Arctic issue after 2013 has
undergone a paradigm shift from highlighting the protection of its heritage plus
academic cooperation, to “sustainable development” through global cooperation.
This paper analyzes the changes in Arctic environment, and presents detailed
policy responses.

While aid recipients in Asia have achieved industrialization through agricultural
development, Africa remains unable to replicate the success in Asia. For Africa, it
is difficult to escape the ‘poverty trap’ due to its different development conditions
from that of other developing regions: tropical climate, lack of water resources,
barren soil, ethnic and religious conflicts, poor infrastructure, absences of human
capital, lack of national will to develop, and outdated concepts on labor and
work values. Thus, it is far-fetched to apply the western 'Washington Consensus'
prescription to Africa when considering its development conditions and capacities.
In this respect, this study highlights appropriate technology as a solution to
the question, "How can we contribute in a practical manner to the eradication
of poverty in Africa?" In detail, this study revisits Africa’s unique development
conditions as a cause of its slow progress regarding poverty eradication despite
large amounts of international aid, and then explores the complicated character of
Africa’s core development areas such as energy, agriculture and water/sanitation.
In addition, it identifies the major areas that could make good use of appropriate
technology by analyzing the demands of Africa and supply capacity of Korea.

Policies and Implications
The changes in the Arctic highlight the need for global cooperation. Such
cooperation may be facilitated by obligations, responsibilities and creative challenges
among stake holders that will be directly affected by both the positive and negative
effects of Arctic development. In addition, such cooperation can only be effectively
managed and expanded by the establishment of an appropriate regime. In this
regard, it is inevitable to establish Arctic governance in the Asia Pacific region. Given
the geopolitical and geo-economic conditions of the countries in the Asia Pacific
region, the roles played by Yakutia in Russia, the U.S. regions including Alaska, and
the Asia Pacific countries including South Korea, Japan and China, are extremely
important.
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Policy Analyses, 158pages
Young Ho Park
Jong-Moon JANG
Yejin Kim
Yoo Kyoung Kwon

Policies and Implications
The overall conclusion and policy implications drawn from this research are as
follows; first, to enhance the effectiveness of development aid, it is necessary
to understand the uniqueness of Africa’s conditions and find means of suitable
cooperation; second, we must apply appropriate technology in consideration of the
complicated and unique climate with respect to African development; third, finding
the technology most appropriate for partner countries, such as the manufacturing
of organic fertilizers and small-scale irrigation technologies, solar-powered irrigation
system, rainwater recycling and artificial insemination, is the foremost task in the
process; fourth, because it would be difficult to distribute sustainable technology
if diagnoses of local conditions are not performed accurately, we should consider
its use at the Bottom of the Pyramid (BOP) and through Corporate Social
Responsibility (CSR) programs in applying appropriate technology. One way to
achieve a win-win partnership is through the social contributions of business using
appropriate technology, and this is a process that can build social capital such as
mutual trust and friendly relations.
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Financial Cooperation between Korea and
the Middle East in the New Industrial and
Financial Environment

Mexican Economy on the Rise and
Expanding Korea-Mexico Economic Cooperation
Summary

Summary

Policy Analyses, 150pages
Kwon Hyung Lee
Sung Hyun So
Jaeeun Park

The aim of the research is to suggest policy proposals for financial cooperation
between Korea and the Middle East in the changing industrial and financial
environments after global financial crisis and 'Arab Spring' in the late 2000s and the
early 2010s. Although it can be used in diverse frameworks, financial cooperation
in the research means development of cooperative financing schemes for investment
projects in the Middle Eastern countries and other emerging economies.
Industrial diversification has been promoted in response to post-oil era to
lessen the degree of dependency on the oil sector in the region. The size of
plant construction projects has been growing with increasing demands for
financing capabilities. In the process, the role of multilateral development banks
(MDBs) and export credit agencies (ECAs) has been augmented while European
commercial banks have weakened financing the projects after the Eurozone
crisis. Thus, it is necessary to implement government policies to activate financial
cooperation with the Middle Eastern financial institutions including sovereign
wealth funds and Islamic banks as well as MDBs and ECAs as Korean companies
are suffering from shortage of financing sources.

Policies and Implications
In the research, policy proposals for financial cooperation are divided into three
fields as follows. First, financial capabilities for global cooperation should be
improved in the finance sector. Korean ECAs can play a leading role in enhancing
those capabilities as they have accumulated human resources and experiences
since the 1970s. Commercial banks in the private sector should make their
efforts to improve their capabilities for debt financing in overseas projects in
cooperation with ECAs, deepening their understanding of regional characteristics
of the Middle East. Second, financial networks between Korea and the Middle
East should be strengthened for information sharing and experts exchange,
encompassing all the stakeholders related to cooperative financing. This can
be developed into an investment platform finding investment opportunity in
accordance with industrial and technological demands in the region. Third, coinvestment between Korean and GCC investors should be encouraged to develop
new projects in the emerging economies in the Middle East, Africa, and Central
Asia. Moreover, co-financing models should be designed with help of multilateral
development banks, which can play a significant role in financing from other
commercial banks and mitigating country risks.
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Policy Analyses, 158pages
Kisu Kwon
Jino Kim
Misook Park
Siun Yi

Mexico is emerging as a new center of growth in the global economy. Mexico
can attribute its recent economic surge to two drivers. First would be the
nation’s swift growth into a global production base, backed by the enhanced
competitiveness of its manufacturing industry. Improved competitiveness thanks
to moderate wage increases, enhanced manufacturing productivity, a stable
exchange rate, China’s ongoing loss of competitiveness due to rising wages, the
US manufacturing renaissance, an extensive FTA network with 45 countries, and
better business environments; these are the foundations upon which Mexico has
been able to make the swift transformation into a global production base. The
second driver would be the successful reform measures rolled out by the Peña
Nieto government. These reforms are conducted in comprehensive sectors of the
economy: energy, telecommunications, finance, education, tax and labor sector.
Against this backdrop, the main purpose of this study is to provide comprehensive
and strategic suggestions in order to enhance economic cooperation with Mexico
under the recent dynamic changes of Mexico such as rise of manufacturing
powerhouse and successful structural reforms of Peña Nieto government.

Policies and Implications
The changes of Mexico's economic environment can work as opportunities but at
the same time as challenges for Korea. Based on the study that scrutinized these
changes, policy suggestions are specified to enhance economic cooperation with
Mexico. Along with the surveys conducted on the Korean companies' difficulties
that are investing in Mexico, SWOT analysis is used in order to analyze the
economic cooperation environment between Korea and Mexico. On the basis of
all these analysis, this study suggests four strategies for the Korean government i.e.
converged cooperation strategy, win-win cooperation strategy, SME cooperation
strategy and institutional cooperation strategy.
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Studies in Comprehensive Regional Strategies,
150pages
Sang-Hyun Yi
Jungwon Kang
You-Kyoung Kim
Chong-Sup Kim
Yun-Joo Park
Mee-Joung Lee
Taekyoon Lim
Myoung-Ho Choi

This study aims at analysing the current status of the Initiative for the Integration
of the Regional Infrastructure of South America (IIRSA) and eliciting
implications for Korean policy toward such initiatives. IIRSA is an infrastructure
construction project of massive scale originally organized by 12 South American
countries at the First Summit Meeting of South American Presidents at Brasilia in
August of 2000. The purposes of the IIRSA are as follows. First of all, the purpose
of IIRSA is to improve competitiveness of South American countries by reducing
the transportation cost, as evidenced by the concentration of projects in the field
of transportation. The other purpose of IIRSA is to contribute to the integration
of South America in line with the globalization of the world economy. In October
2012, IIRSA covered 583 projects in transportation, energy, and communications.
Its total investment is estimated to reach 157.7 billion US dollars. IIRSA is
organized into 10 Integration and Development Hubs, which play an important
role in improving infrastructure of South America. Amazon Hub, Mercosur-Chile
Hub, Andes Hub, and Peru-Brazil-Bolivia Hub receive relatively large amounts of
investment. Among three major areas of IIRSA, transportation turns out to be the
most salient area, especially port and road construction.

Policy References, 158pages
Heechae Ko
Horag Choi

Industrial Development in the Maghreb ICT Sector
and Its Policy Implications: With a Focus on
Morocco and Tunisia

Policies and Implications
IIRSA gives us various lessons regarding policy implications. First, IIRSA offers
us an opportunity for the Korean construction industry to make advances in the
South American infrastructure market. Secondly, participating in infrastructure
construction projects in South America will enhance Korea’'s chance to become
a part of energy infrastructure projects, which would work positively toward
resource diplomacy. Third, IIRSA projects serve to diversify Korea’'s infrastructure
construction business. Currently, Korea’'s infrastructure projects in South America
focuses on plant construction. By participating in IIRSA, Korean companies
would be able to enter the field of transportation construction including roads,
ports, and airports.
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As the U.S. Constitution empowers Congress to shape external trade policies, the
results of the U.S. mid-term elections have significant influence on the direction
of U.S. international trade policy. Accordingly, this study carefully analyzed the
determinants of trade policies of the U.S. House of Representatives by examining
industrial segmentation and sectarian politics and the bicameral structure of
Congress using panel data. As a result, the following conclusion was formed
regarding Korea's trade policy toward the United States. First, it was found that
the most important consideration of the U.S. House of Representatives' approach
to trade policy is the monetary contributions of interest groups to its members
and their political ideologies. Therefore, in formulating Korea’s trade policies, it is
important to ensure that the opinions of interest groups as well as of Congress are
adequately reflected in Korea’s trade policy, and it is essential to continue to assure
them that Korea is their political ally. To that end, this paper presents various
ways to make the most of the Korea Caucus.

Studies in Comprehensive Regional Strategies,
116pages
Kwon Hyung Lee
Jong-Moon JANG
Sung Hyun Son
Tae-Eung Sung

The aim of the research is to suggest policy implications for industrial cooperation
in the ICT sector between Korea and the Maghreb countries including Morocco
and Tunisia with an investigation of ICT industrial structure, market situation
and industrial policies of those countries. As the two countries have shown high
potential for ICT industrial development with their open door policy in the ICT
market, Korean companies are attempting to enter the market to realize those
business opportunities. They should, however, identify market risks that are
caused by cultural and language barriers and severe competition between market
players. For successful performance of Korean companies in the market, joint
investment with foreign capital is needed to minimize the market risks, focusing
on their advanced goods and services with comparative advantage like high speed
internet network and service. In addition, from the long-term perspective wider
market entry strategy for Europe, Sub-Sahara Africa and the Middle East should
be prepared when they enter Moroccan and Tunisian market.
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The Factors of Underperformance of Korea's
Exports to Latin America and Policy Implications

Studies in Comprehensive Regional Strategies,
116pages
Kisu Kwon
Misook Park

Latin America is a main source of trade surplus in Korea's trade since the surplus
with the region accounted for about 41% of Korea's total trade surplus. Up
until recently, Korea has maintained a trade surplus vis-a-vis its trade with Latin
America. However, exports to Latin America has been declining since 2011 by
4.9% annually, which is 5 times higher than Korea's average rate of export drop
during the same period. This study analyzes that the main factors causing drops
in Korea's exports are intensified competition with other exporters, such as
Japan, China and the United States, and diminishing import demand in Latin
America. There are some suggestions to regain Korea's export competitiveness
in Latin America; to diversify its export markets and exporting goods, to adopt
measures to alleviate trade imbalance between Korea and Latin America in order
to avoid future trade conflicts, to sign free trade agreements with more countries
and to upgrade the current agreements, and to facilitate trade with the region by
lowering non-tariff barriers.

The European Banking Industry after
the Global Financial Crisis: Changes
in Business Circumstances and Strategies

Regional Study Series, 158pages
Tae Hyun Oh
Junyup Kim

European banking industry has been faced with unprecedented difficulties
because of the global financial crisis and the European debt crisis. It represents
a critical moment when European banks should establish strategies that take
into account new business circumstances, such as tightening of financial
regulations, digitalization of financial services, and demands for transparency in
management from consumers and investors. This research focuses on strategies of
the European banking industry in response to these changes and provides some
implications as follows. First of all, there are three representative strategies of the
major European banks: Strategy for Business Expansion under Mid and Longterm Business Plan, Strategy for profit improvement along with realigning ongoing business projects, Strategy focusing on banks’ core business in the context
of management recovery. Also, most European banks have made enormous
investments towards compliance, and prepared for potential business risks such
as class action suit and fine.

Policy Responses of the ECB in Managing
Euro Crisis and Change in its Role

Regional Study Series, 116pages
Yoo-Duk Kang
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This study aims to review non-conventional measures taken by the European
Central Bank (ECB) during the global economic crisis and subsequent Euro crisis
and sheds light on the logic and backgrounds related to these measures. ECB's
purchase of sovereign bonds contributed to mitigation of tensions in the sovereign
market, but they were conceived and implemented amidst tension between
member states, particularly Germany and France and between ECB's mandate price stability - and financial stability. The ECB emphasized repeatedly that these
measures were conducted as a part of its monetary policy and did not go beyond
its primary mandate of price stability. However, it is unquestionable that the Euro
crisis provided occasions for reflecting upon the role of the central bank as the
'lender of last resort'. This study suggests that all debates regarding ECB's role
during the crisis could become a starting point for its institutional change, albeit
small.
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2015 Surmounting
Global Challenges,
Creative Response!

As the world economy is expected to be increasingly volatile in 2015, more
creative and wiser strategies need to be developed. Therefore, KIEP launched a
project called “Surmounting Global Challenges: Creative Response,” involving
all of its research staff in all fields of research, and will dedicate itself to improving
the position of the Korean economy amid the diverse developments occurring in
the world economy.

Study of the impact of
external shocks,
and related responses,
in the aftermath of the
global financial crisis

From a perspective of international macroeconomics and finance, we assessed the
impact of the external shocks that have been recurring since the global financial
crisis on both the world and Korean economy in order to develop effective
responses, and continued our research on the qualitative and structural changes in
the world economy caused by the financial crisis.

Analysis of threats to
advanced economies
and causes of, and policy
measures for dealing
with, sluggish domestic
consumption

While some advanced economies are recovering, mainly the United States, the
economies of Europe and Japan have been floundering. Thus, we need to analyze
the threats to advanced economies in terms of policies, real economy, and the
financial sector.
In particular, the uncertainties in the global financial market brought about by
the normalization of monetary policies in the United States could adversely affect
the economies of emerging markets, including Korea, as well as that of the United
States itself. As such, these circumstances require in-depth research and analysis.
New emerging markets, including China, are more likely to experience
contractions than advanced countries, posing significant risk to the world
economy, and thus analyses of and responses to the threats facing these emerging
markets need to be carried out as well.
Since the global financial crisis, the world economy has undergone some
structural and qualitative transformations, including the declining growth rate
of international trade, soaring debts, and growing wealth inequality. We will
endeavor to study these changes and their impacts.
In addition to the unstable global economic environment, the Korean economy
is facing the threat of sluggish domestic demand, making it necessary for us to
identify the causes of and responses to such threats.
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Establishment of new
trade policy in the age of
mega FTAs and proactive
research on global value
chains

Presenting policy
alternatives for the
government’s international
cooperation in terms of
multilateral cooperation,
ODA, and building a
foundation for unification
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The latest developments in international trade are characterized by mega FTAs
and global value chains (GVC). Led by the efforts of advanced economies,
multilateral, or mega FTAs, such as the TPP led by the United States, the U.S.-EU
TTIP, the Japan-EU FTA, the RCEP in East Asia, and the Korea-China-Japan
FTA, are spreading more rapidly than bilateral FTAs.
As such, we need to gain a better understanding of the characteristics of mega FTAs,
the difference between mega FTAs and bilateral FTAs, the significance and implications
of mega FTAs on the WTO multilateral trade regime, and the trends of world trade in
the 21st century. It is also necessary to consider how Korea should respond to the mega
FTAs, as it has so far built its FTA network through only bilateral FTAs.
It is KIEP’s wish to contribute to the establishment of a new trade policy for
Korea in the age of mega FTAs by studying the trends of the growing number
of such FTAs in the context of their relation to the WTO-led multilateral trade
negotiation regime and the developments in economic integration in East Asia, as
well as by identifying and analyzing relevant core issues.
Meanwhile, more and more products are being “Made in the World” rather
than “Made in the UK” or “Made in Korea,” with the emphasis shifting from
intermediate goods and finished products to value-added trade. Thus, policy
options designed to accommodate new trade and investment that utilize the
benefits of global value chains are necessary.
KIEP wants to examine the factors that determine the value-added of our exports
and foreign direct investments, according to their type, in the context of global
value chains and compare and analyze the flows of intermediate goods and trade
in services, thereby identifying the implications for trade, commerce, and the
investment policies of Korea so as to utilize the benefits of global value chains.

It is necessary for KIEP to review our government’s international cooperation
efforts through research on multilateral cooperation in East Asia, the midterm plan for ODA, and the preparations being made for unification in order
to establish new policy directions on these issues. Also, KIEP will proactively
address the future needs of the government by carrying out studies on economic
integration in East Asia and the government’s drive for creative economy.
In addition, we will study the direction of Korea’s long-term international
development cooperation policy in an effort to establish the 2016-2020 ODA
Strategy, a mid-term project being carried out by the government, and strengthen
support for the international community’s response to climate change.
Contributing to the preparations for Korean unification, KIEP will conduct basic
research and lead exchanges between the finance ministries and governmentfunded research institutions of Korea and Germany, carry out studies of GTI,
and suggest directions for cooperation with the international community so that
North Korea may once again become a member of the global economy.

Research on regional
economic integration
in the Asia Pacific and
presentation of a new
direction for economic
cooperation

By analyzing the trends of economic integration within the Asia Pacific region
and structural reforms and economic policies of major countries, we will explore
policy options, strategies, and the implications of such policies for Korea and
propose a new strategy for Korea in terms of economic cooperation in the Asia
Pacific region.
Recently, international trade negotiations in the Asia Pacific have been shifting
toward mega FTAs. In 2015, we expect to see the execution of, or substantial
progress in, the TPP, RCEP, Korea-China FTA, and Korea-China-Japan FTA,
and thus need to strengthen our strategic research on these agreements in order to
cope with the newly emerging landscape of regional economic integration.
Therefore, KIEP will assess the outcomes and future prospects of economic
policies of Asia Pacific nations, such as Japan, China, India, and Indonesia, and
formulate our responses and policy options.
Furthermore, we will address the concern in the region regarding China’s rapid
rise, conduct policy analyses in order to formulate responses to the changes and
spillover effects associated with the implementation of the Korea-China FTA,
constantly monitor risk factors affecting emerging markets, and seek a strategy
through which Korea will be able to strengthen economic cooperation in the Asia
Pacific region.

Analysis of advanced
economies in Europe and
formulation of a strategy to
penetrate new emerging
markets in Latin America,
Eurasia, and Africa

In Europe and Eurasia, KIEP needs to examine the economic situations facing
advanced economies, including the United States and the EU, and present a range
of policy options for addressing these situations, thereby enhancing the Korean
economy’s response. KIEP will also analyze the political and economic risks and
investment environments in Latin America, Eurasia, and Africa in order to help
our government and businesses better respond to and enter those markets.
In particular, we will analyze the economic circumstances and possible changes in
policies in terms of finance, currency, trade, and employment in the United States
and the EU, strengthen our monitoring of rising political and economic risks in
emerging markets in Latin America, and prepare proactive policy measures and
responses for the Korean government and businesses. Furthermore, by analyzing
investment environments and promising industries and investigating industrial
modernization policies in the EU and major countries in Eurasia and Africa,
KIEP will assist Korean businesses in their efforts to enter those regions and foster
industrial cooperation.
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DEPARTMENT OF
INTERNATIONAL
MACROECONOMICS
AND FINANCE

International Macroeconomics Team
With a clear understanding of the changes in the global economic outlook
and international economic norms and analyses of major risk factors, KIEP
will identify proper policy measures. And by studying the effects of the
macroeconomic policies of advanced economies and monitoring the uncertainties
in emerging market economies, we will develop international policy options
designed to secure the sustainable growth of the Korean economy. In particular,
in order to resolve the structural problems undermining the economic growth
of Korea, we will strive to identify and analyze the cause of the current sluggish
domestic consumption.

International Finance Team
As we are aware that today’s record low interest rates will not last forever, KIEP
will search for ways to maintain macroeconomic stability amid increased
volatility in the international financial market. The impact of the differences in
the monetary policies of major countries will be studied as part of a long-term
project aimed at discovering ways to strengthen Korea’s foreign exchange sector.
In addition, we will focus on presenting effective policy options regarding the
various issues influencing the Korean economy, such as foreign exchange rates,
the current account balance, the impact of Grexit on Korea, the structure of
household debt, and fluctuations of the house sale and rental prices.
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DEPARTMENT OF
INTERNATIONAL
TRADE

Trade and Investment Policy Team
The status and characteristics of foreign direct investment in Korea and
overseas will be studied according to the investment type. And, based on
previous academic research and reports on the determinants of foreign direct
investment, an empirical analysis of those effects will be conducted to analyze the
determinants of foreign direct investment by type.

Multilateral Trade Team
Also, the Institute will look into how the value-added created across the global
value chains varies according to country and industry and analyze how the valueadded in exports is determined in order to present the most effective ways for
domestic industries to make the most of the global value chains. Furthermore, as
one of the major trade negotiation issues is the services trade, and in response to
the recent announcement about the Services Trade Restrictiveness Index (STRI)
by the OECD, we will examine the impact of the level to which the services trade
opens on the goods and service trade and foreign direct investment.

Regional Trade Agreement Team
Recently, as the TPP negotiations have been moving forward, the Transatlantic
Trade and Investment Partnership (TTIP) between the United States and the
EU is gradually emerging. And in response to the TPP, the negotiations for the
Korea-China-Japan FTA in Northeast Asia and the RCEP of East Asia are in full
swing. Unlike existing bilateral FTAs, mega FTAs involving multilateral parties,
especially advanced countries, are gradually gaining momentum, and thus KIEP
will seek trade policy measures that will allow Korea to address such trends.
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DEPARTMENT OF
INTERNATIONAL
COOPERATION
POLICY

Cooperation Policy Team
Among the numerous national policy tasks, KIEP focuses particularly on
multilateral economic cooperation and global economic issues. We have studied
major issues in international e-commerce and Korea’s responses as well as tripartite
collaboration to remove non-tariff trade barriers among Korea, China, and Japan.
Also, the Institute has conducted research on the challenges and tasks of the Asian
Infrastructure Investment Bank (AIIB), which will be launched toward the end of
2015, with the goal of promoting investment in the infrastructure of developing
countries in Asia.

Development Cooperation Team
KIEP compares and analyzes development cooperation policies of major countries
and Korea’s ODA efforts. With the adoption of the Sustainable Development
Goals (SDGs) as the new global development agenda in 2015, KIEP will establish
the direction of Korea’s long-term development cooperation policy with regard
to climate change and the reduction of greenhouse emissions and strengthen
research on the development cooperation system of the international community.

International Cooperation for Korean Unification Team
We are also studying the foreign economic relations of North Korea and the
possible changes that may occur in the economic system in North Korea. In
particular, we will analyze the division of labor between North Korea and China
and the potential of North Korea’s industrial sector. Based on the results of these
analyses, KIEP will suggest ways of achieving economic collaboration among
South Korea, North Korea, and China. Based on the example set by Germany’s
unification, we have established a cooperative network to strengthen research
on the unification of the two Koreas. Additionally, the Institute is conducting
research on the development projects led by Korea through a network it has
established among research institutions of the Greater Tumen Initiative (GTI),
and is studying ways to promote trade following the transformation of the GTI
into an international organization.
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DEPARTMENT OF
ASIA-PACIFIC

Japan Team
We will analyze the impact of Abenomics and Japan’s TPP negotiations on
the Korean economy, and as economic growth has been more pronounced in
emerging market economies, we will look into the deregulation policies Japan has
implemented in order to overcome deflation and enhance growth potential since
the collapse of the Japanese asset price bubble in the 1990s.

China Team
Although its 12th Five-Year Plan comes to an end in 2015, consumption has not
rebounded in China. KIEP will investigate this situation and attempt to identify
future prospects in an effort to devise a plan for exploring China’s domestic
market and gain a better understanding of the trends of the Chinese economy.
In addition, as the use of the yuan is increasing in offshore markets with the
internationalization of the renminbi, responses among nations has varied. As such,
we will analyze the strategies and positions of various countries and formulate our
own strategy based on the results.

China’s Regional and Provincial Research Team
With the issue of environmental pollution becoming a growing concern, China
has recently tightened its environmental protection guidelines, and some provinces
are making more active efforts to improve the environment. KIEP will investigate
environmental pollution levels in China by sector and region, regional differences
in environmental protection systems, cases of involvement of and cooperation
with foreign firms, and competition with local firms so as to prepare a plan for
Korean businesses to enter China’s environment market and build cooperation.
Furthermore, we will analyze the revised strategies being implemented by the Xi
Jinping administration to open China’s services market with a focus on the China
(Shanghai) Pilot Free Trade Zone. The findings of these analyses should help the
Korean government make necessary modifications to its own strategy.
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Southeast Asia and Oceania Team
Southeast Asia still has great potential for urbanization, and thus is expected
to experience rapid social and economic changes driven by such urbanization.
Accordingly, the relationship between urbanization and economic growth in
Southeast Asian countries, possible effects of urbanization on the consumer
market, and changes in the production environment associated with urbanization
will be analyzed in an effort to contribute to the formulation of Korea’s economic
cooperation with Southeast Asian nations. In addition, the ASEAN Economic
Community (AEC), expected to be launched toward the end of 2015, is likely
to change the trade and investment structure of the region, which could, in
turn, influence the regional division of labor and industrial structures of ASEAN
members. Based on investigations of these developments, KIEP will present policy
measures and responses aimed at fostering Korea-ASEAN economic cooperation.

India-South Asia Team
With China’s economy slowing, Korea needs to more actively engage with India
in order to mitigate the risks posed by China. Since the newly installed Modi
administration adopted “Modinomics,” India’s economic cooperation with other
major economies has been deepening. Therefore, there is a rising need for the
Korean government to adjust its economic cooperation stance toward India. To
aid in this effort, KIEP will present directions and policy options for Korea-India
economic cooperation based on an analysis of the new economic and industrial
development policies of India.
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DEPARTMENT
OF EUROPE,
AMERICAS AND
EURASIA

Americas Team
Recently, Brazil, Peru, Columbia, and Chile have been taking steps to escape from
their economies’ heavy dependence on natural resources and the primary sector,
enhance the competitiveness of their exports, and implement new industrial
policies aimed at exploring new sources of growth. Thus, KIEP will examine the
requirements and opportunities of industrial cooperation with these countries and
find feasible ways of achieving such cooperation and assisting the advancement
of Korean firms into these markets by conducting in-depth analyses of the new
industrial policies of Latin American countries.

Europe Team
Meanwhile, European countries have implemented aggressive labor market policies
to reduce unemployment, increase employment rates, prevent long-term joblessness,
and support the employment of women and the elderly, despite their difficult
economic situations and sluggish economic growth. By analyzing the basic stance of
the labor policies of major OECD member countries in Europe, as well as of Japan,
and studying their policies in support of job creation, KIEP intends to help increase
the domestic employment rate in Korea.
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Russia and Eurasia Team
Russia, which achieved rapid economic growth thanks to high oil prices in
the early and mid-2000s, has initiated an “economic modernization policy” to
decrease its over-reliance on the export of resources and diversify its industrial
structure, having learned its lesson from the global economic crisis. KIEP will
analyze and evaluate the specific content and progress of Russia’s economic
modernization policy and present ways of promoting bilateral economic
cooperation between Korea and Russia as part of Korea’s effort to strengthen
cooperation with new emerging economies and help the Korean government
secure new sources of growth.

Africa and the Middle East Team
GCC (Gulf Cooperation Council) countries are pushing for the integration of
national economies in the Middle East and diversification to prepare for the postpeak oil age, and are strengthening their position as a logistics hub by expanding
infrastructure, such as airports, seaports, and railway networks. In light of this,
KIEP will examine the significance of the policies of GCC countries and identify
the implications for Korean economic cooperation activities in the Middle East
and the advancement of Korean firms. In addition, as the paradigm of ODA is
changing, we will study the significance of PSD (private sector development)
for poverty reduction and sustainable growth in Africa, the poorest region in the
world, and seek means of cooperation to support those tasks.
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PLANNING AND
COORDINATION

Planning & Budget Team
As Korea’s only research institution focused on international economic policy,
KIEP strives to produce world-class research results by providing full support
for all research activities and tasks, from project establishment and evaluation to
research planning and control, budget compilation and execution, and affairs
related to government and the National Assembly.

Human Resources Team
The general affair and personnel team is responsible for personnel management,
job assignments, annual salary reviews, education, and labor management, and is
tasked with ensuring that the working environment at KIEP allows our researchers
to achieve their full potential.

General Affairs & Accounting Team
The finance and accounting team is responsible for all affairs related to asset
and facilities management, agency contracts, accounting, and planning and
management of business trips, thereby ensuring the smooth operation of the
Institute. It also provides support for KIEP to grow as a transparent, rational
research institute.
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DEPARTMENT
OF KNOWLEDGE
INFORMATION
SERVICES

Information Resources & Services Team
The information resources and services team offers customized services for our
researchers through the improvement and upgrade of existing information
services, publishes a webzine that introduces new sources of information,
information services, and newly published materials, and informs researchers
regarding the use of mobile devices to access the database. From 2015, we will
begin building a more efficient research material management system, through
which we will provide an information service that predicts the needs of researchers
and creates new demand for information.

Information Technology Team
Placing top priority on the stable operation of our information system, the
information technology team applies diverse methods to meet the needs of users,
upgrade the quality and function of the information system, and promptly address
any problems or inconveniences experienced by users. In addition, in response to
increasing cyber threats, security will be strengthened to maintain the safety and
reliability of KIEP’s information system.

KIEP Publishing Team
In order to enhance KIEP’s reputation through the publication of research materials,
we will streamline internal regulations regarding the publication process, such as
the manuscript writing guideline and research ethics manual, to help researchers
produce research materials in the most efficient and systematic way possible. To that
end, we will establish core tasks–compliance with research ethics, improvement of
the report publication system, and system reform and diversification of means of
disseminating research materials–in order to provide research results to the most
appropriate locations accurately and promptly, thereby ultimately contributing to
the dissemination of KIEP research results.
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Public Relations Team
By increasing our coverage in the press and strengthening our relationships with the
media, the public relations team will enhance the recognition of our researchers, and
by delivering research outcomes to overseas institutions, we will continue to solidify
KIEP’s position as a global think tank. We will hold meetings with domestic and
foreign journalists, and invite them to seminars so as to maximize the promotion of
our research performance. By enhancing the professionalism with which our press
releases are issued and conducting media training, we will interact with reporters
and the media in a more efficient and productive manner. In addition, we will
strengthen the effectiveness with which we provide information and promote our
Institute to the general public through the operation of KIEP’s social networking
channels and region-specific portals (EMERiCs, CSF) and the use of publicity tools
compatible with the latest media trends.

Outreach Team
The outreach team is responsible for the international cooperation affairs of
KIEP, including building a tight-knit network with domestic and international
research institutions and relevant government ministries and agencies, signing
MOUs, operating the visiting scholar program and Graduate Program for Area
Studies (GPAS), and carrying out in-depth research projects for strategic regions
as well as the KEEP (KIEP Emerging Economies Pathfinder) project, which trains
area specialists. These activities will help the Institute fulfill its role as a hub of
global cooperation. In particular, by training global area specialists and fostering
collaboration and networking with domestic and international specialized research
institutions, the outreach team will contribute to the convergence of diverse
disciplines and enhancement of research outcomes.
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G20 Research
Support Group

The G20 Summit, the top forum of advanced nations and emerging market
economies, holds discussions on the global economic crisis and seeks the future
direction of the world economy through global cooperation. Our G20 Research
Support Group will actively address the agendas of the G20, concentrate on
securing national interest, and contribute to broadening the intellectual horizon
of Korea, thereby enhancing the status of Korea of the world stage. Through
academic research and various activities related to major G20 agendas, KIEP
works to establish the position and response strategies of Korea, reflect the G20
agendas in domestic economic policies, and provide various forms of support to
achieve greater efficiency in related policymaking and policy implementation.

National Center
for APEC Studies

The National Center for APEC Studies will supervise all research projects related
to APEC, publish and distribute materials, carry out various collaborative
research projects, and hold academic conferences. In this way, sectoral research
by universities and government-sponsored research institutions regarding the
economic cooperation of APEC will be promoted. These activities will also
contribute to the development of APEC, and the research results will be reflected
in national policies, thereby aiding the government in establishing APEC-related
policies. By reviewing the performance and tasks of the APEC summit and major
conferences and incorporating the role of and issues specific to Korea into APEC’s
discussion process, Korea’s position within APEC will be reinforced, allowing
Korea to lead the discussion.

Beijing Office

Amid the rapid growth of China’s economy, effects of the global economic
crisis, the rapidly expanding Korea-China relationship, greater need for regional
economic cooperation within Northeast Asia, and rising need to cooperate with
China, more accurate and timely information on China is required. By obtaining
and analyzing information on China, recognizing its unique characteristics, and
establishing a network with researchers in central and regional institutions of
China, the Beijing office will provide valuable support for research on China and
Northeast Asian countries.

KEI of America

The purpose and mission of the Korea Economic Institute (KEI) is to extend
“readily available networking” for the resolution of outstanding economic issues
between the United States and Korea, promote greater understanding of policies,
and facilitate communication with the United States. The KEI informs the United
States not only about the circumstances of Korea, but about Korea’s situation
in relation to international development and matters of interest to the United
States. The institution will analyze and evaluate the trends of the government,
financial community, and industries of the United States, monitor and transmit
the coverage of major U.S. media regarding the Korean economy, and promote
greater understanding of the Korean economy.
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Statement of Revenues, Expenditures, and Changes in Fund Balance
1. Revenues

3. Surplus

The 26 (current) term 2014.1.1.~12.31.
Source
Total

(Unit: KRW)
Budget (A)

Closing (B)

△Chg. (B-A)

%(B/A)

39,739,937,000

38,919,514,884

△820,422,116

97.9

The 26 (current) term 2014.1.1.~12.31.
Category
Total

(Unit: KRW)
Amount

Details

3,995,947,239

30,908,000,000

30,908,000,000

-

100.0

◎ Internal service funds

◎ Salary

7,178,000,000

7,178,000,000

-

100.0

◎ Enterprise funds

◎ Operating expense

1,501,000,000

1,501,000,000

-

100.0

◎ In-house Research

5,746,000,000

5,746,000,000

-

100.0

15,292,000,000

15,292,000,000

-

100.0

1,191,000,000

1,191,000,000

-

100.0

8,831,937,000

8,011,514,884

△820,422,116

90.7

3,971,000,000

3,407,669,057

△563,330,943

85.8

-

16,181,730

△16,181,730

-

◎ Enterprise funds

257,000,000

231,511,327

△25,488,673

90.1

◎ Others

465,974,000

218,189,867

△247,784,133

46.8

4,137,963,000

4,137,962,903

△97

100.0

1. Government funds

◎ General Projects
◎ Equipments expense
2. Proprietary funds
◎ Internal service funds
◎ Other business

◎ Carry-overs

1. Revenue increase

△820,422,116

◎ Others
◎ Carry-overs

2. Balance (expenditure)

4,816,369,355

△563,330,943
△25,488,673
△231,602,403
△97

◎ Salary expenditure balance

1,210,134,714

◎ Research expenditure balance

3,835,429,490

◎ Operating expense balance
◎ Reserves for Research expense

377,733
△229,572,582

2. Expenditure
The 26 (current) term 2014.1.1.~12.31.
Category

(Unit: KRW)
’14 Budget (A)

’14 Closing(B)

△Chg. (B-A)

%(B/A)

39,739,937,000

34,923,567,645

4,816,369,355

87.9

1. Salary

10,464,703,000

9,254,568,286

1,210,134,714

88.4

2. Research expenses

26,564,545,000

22,729,115,510

3,835,429,490

85.6

3. Operating expense

1,519,689,000

1,519,311,267

377,733

100.0

4. Equipments expense

1,191,000,000

1,191,000,000

-

100.0

5. Repayment of borrowings

-

-

-

-

6. Other expenses

-

229,572,582

△229,572,582

Net
decrease

Total

※ BoD-approved business is Over-expenditure on commissioned research.

148

149

2014
ANNUAL REPORT
Guiding the Korean Economy
Understanding the Global Economy

Korea Institute for International Economic Policy
Building C, Sejong National Research Complex, 370, Sicheong-daero, Sejong-si, Korea
Tel. 82-44-414-1114 Fax. 82-44-414-1122
http://www.kiep.go.kr
Lee Il Houng, President
Copyright©2015 KIEP

Editorial Designed by yuwolae (82-2-859-2278)

