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Intro

KIEP is conducting timely diagnoses and
forecasts of the global economy and designing
the future of the Korean economy

KIEP plays an instrumental role in the establishment of international
economic strategies and policy development by identifying flows in
the unpredictable global economy.
KIEP (Korea Institute for International Economic Policy) is a leading
research institute in Korea, and has cemented its status as a global
think-tank through its critical and trendsetting research projects and
corresponding outcomes. Since its establishment in 1989, KIEP has
successfully responded to the nation’s demand for high-quality
research. Here we present KIEP’s major research outcomes for the
year 2016, which have supported Korea’s trade negotiations through
research on the advancement of trade systems, in-depth and critical
analysis of key trade issues, and development of relevant logic.
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President’s Message

On Publishing the
2016 KIEP
Annual Report

Since its establishment in 1989, the Korea Institute for International Economic
Policy (KIEP) has served an important role in the nation’s trade negotiations by
responding to the national demand for research to advance trade policies and by
providing analyses and rational strategies pertaining to the trade issues of the day.
In 2016, the Korean economy was exposed to an unprecedented level of uncertainty.
The decision for Brexit was approved in Europe, while the U.S. elected Mr. Donald
Trump, a candidate who had campaigned for “America First” policies and the
strengthening of protectionism, as their next president. These developments and
others came as a warning of grave challenges for the nation’s trade and foreign
relations.
Over the past year, KIEP has focused its capabilities on a number of futureoriented research projects, examining issues such as the slowdown in world trade
prompted by the spread of protectionism and isolationism, the need to monitor the
European economy in the midst of growing uncertainty caused by developments
such as Brexit, structural change in the Chinese economy, and slower growth in
emerging economies.
We continue to expand our international networking capabilities through the KIEP
Beijing Office and the Korea Economic Institute of America (KEI) in Washington,
as we grow our presence as a global think tank through joint research projects
with distinguished scholars and experts around the world.
This annual report is a compilation of the achievements realized by our institute
through specialized and in-depth research conducted over the year. The report
outlines the outstanding research projects of 2016, research achievements toward
key national objectives, and major research-related projects carried out by KIEP
throughout the year, covering our major achievements and activities in each area.
We will continue our determined efforts to develop even further as a national
research institute that represents Korea. And, as always, we extend our heartfelt
gratitude for the gracious support and keen interest shown toward KIEP’s growth
and development.
Thank you.
Korea Institute for International Economic Policy (KIEP)
President

Hyun Jung Taik
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About KIEP
Amid the turbulence of the world economy,
we guide the Korean economy in the proper direction.
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.

Mission

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

Outsourcing for
global economy
research

Industry–academia–government
collaboration in joint research and
networking home and abroad

Main
Function

Data research and
analysis on international
economic trends and policies in the
global economy and key economic regions

10

Development of
international economic
policy measures

National
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Training experts
on international
economic affairs

Basic research
on global regions
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History
Leading the Korean economy by keeping pace with trends in the global economy and the
demands of the times
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.

DEC 1997
SEP 1986

Declaration of the Uruguay Round

NOV 1989

APEC established

Global
Economic

1989

JAN 1995

WTO established

DEC 1996

Korea joins the OECD

Korea concludes MOU for a relief loan
request to the International Monetary
Fund (IMF)

NOV 1998

Korea begins promoting free trade
agreements (FTAs)

1990

KIEP

AUG 1989

KIEP (Korea Institute for International
Economic Policy) Foundation established

DEC 1989

KIEP established by special act
Dr. Jeok-gyo Kim appointed as inaugural
president of KIEP

JAN 1990

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

JAN 1992

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

OCT 1992

Northern Regional Center renamed as
Center for Regional Economic Studies and
Research

JAN 1994

Designated as the secretariat for Korea’s
Official Pool of International Economists
(International Economy Committee)
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DEC 1994

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

MAR 1995

KIEP Beijing Office established

JAN 1997

Center for Northeast Asian Research
Development established

OCT 1997

Regional Information Center incorporated
into KIEP

JAN 1999

Changes in the act for the establishment
of KIEP (The KIEP Act  Act for
Establishment, Operation, and Development
of Government-Funded Research
Institutions)

History

JAN 2010

Korea-India Comprehensive Economic
Partnership Agreement (CEPA) comes into
effect

NOV 2010

OCT 2000

G20 Summit held in Seoul

ASEM Summit Conference held
in Seoul

JUL 2011

Korea-EU FTA comes into effect

APR 2004

MAR 2012

Korea-Chile FTA comes into
effect as first Korean FTA

Korea-USA FTA comes into effect

NOV 2014

NOV 2008

Korea-China FTA concluded

Korea-ASEAN FTA comes into
effect

OCT 2015

Negotiations for TPP Agreement concluded

NOV 2009

DEC 2015

Korea joins the OECD
Development Assistance
Committee (OECD-DAC)

2000

Korea-New Zealand FTA signed
Korea-China FTA comes into effect

2010

APR 2000

Regional Information Center reorganized and
renamed as the World Regional Research
Center

MAR 2002

FEB 2010

Establishment of China’s Regional and
Provincial Research Team

AUG 2011

JAN 2016

Asian Infrastructure Investment Bank (AIIB)
officially launched

JUN 2016

UK referendum results in decision for Brexit

JUL 2016

Korea-Columbia FTA comes into effect

2016

JAN 2016

KIEP ranked 34th in the Global Go To
Think Tank Index (1st in South Korea) by
TTCSP

World Regional Research Center
expanded and reorganized into the
Emerging Region Research Center

FEB 2016

Center for Northeastern Asia Research
Development expanded and reorganized into
the Center for Northeast Asian Cooperation

MAR 2012

Dr. Jung Taik Hyun appointed as 9th
president of KIEP

DEC 2004

APR 2013

DDA Research Center established

APR 2003

Designated as specialized research institution
for international events (Regulation on
Attracting and Hosting of International Events)

DEC 2005

SNU-KIEP EU Center established

JUN 2008

Center for Northeastern Economic
Cooperation expanded and reorganized into
the International Development Cooperation
Center ODA Team newly established

Korea–China FTA Research Support
Group established

Reorganization of research departments

JUN 2016

East Asian Regional FTA Research
Support Group established

JAN 2014

Establishment of Research Departments,
Management Planning Headquarters,
and the G20 Research Support Group reorganization into 8 Departments, 25
Teams, and 1 Support Group

MAY 2014

KU-KIEP-SBS EU Center established

JUN 2015

Department of North East Asian
Economies, Strategy Research Team
newly established
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The following is a selection of research projects in 2016 noted
for theirexcellence in responding to changes in the global
economicenvironment and the establishment of national economic
policies.
▶

A Study on the Relationship Between Financial Structure of Korean Firm and Exports

▶

Determinants of Korea’s Import Structure and Its Effects on Firm’s Distribution

▶

The Beginning of the China-led New Financial Order and Korea’s Countermeasures

▶

Study on the Strategies for Building Regional Production Networks in the ASEAN Region

▶

Digital Innovation and Policy Challenges: Focused on Major Countries’ Cases and Their Implications

▶

Structural Changes of the U.S. Economy and Its Implication on the U.S. Mid-to-Long Term Growth
Path and the Korean Economy
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김경훈 최
·혜린 강
·은정

KIM Kyunghun	Associate Research Fellow, International Finance,
Department of International Macroeconomics & Finance
CHOI Hyelin	Associate Research Fellow, International Macroeconomics,
Department of International Macroeconomics & Finance
KANG Eunjung	Senior Researcher, International Finance, Department of
International Macroeconomics & Finance

수출기업의 금융구조와 수출 간의 관계에 관한 연구

A Study on the Relationship Between
Financial Structure of Korean Firm and
Exports

연구보고서 16-02

수출기업의 금융구조와
수출 간의 관계에 관한 연구
김경훈
최혜린
강은정

Following the global financial crisis, Korea recorded an average export growth rate of -1.8% for 20122015, and has not yet recovered its growth rate of 19.1% in 2003-2007 before the crisis. Considering the
important role played by export growth throughout Korea’s economic growth, a significant part of the
recent decline in economic growth can be attributed to this slowdown in export growth. This study focuses
on the relationship between financial constraints and exports in order to elicit policy implications for
boosting export growth.
In an analysis using firm-level data, we found that the financial constraint on the supply side of funds
contributed to the decrease of exports. The financial shock to the banking sector, which supplied more than
70% of the external funds in 2015, has been found to affect exports of Korean firms. This main result is
robust to another index representing the health of banks and different empirical model specifications
including firm fixed effect, alternative variable transformation, and an empirical model considering the
endogeneity problem. Small and medium-sized enterprises (SMEs) are more sensitive to the health of banks
than large firms, and, among the top four manufacturing industries with a high proportion of exports,
metal processing products are particularly vulnerable to financial constraints.
Another empirical analysis using industry-level data again showed that the financial constraints are
closely related to decline in export. Debt dependency ratio and tangible asset ratio were used as variables that
indicate industry-level financial constraints. Having a higher debt dependency ratio and tangible asset ratio
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signifies a lower level of restrictions from borrowing in the financial market. An industry with a high
financial constraint is more likely to show a large decline in exports as the cost of funds increases. By firm
size, SMEs are more sensitive to financial constraints than large firms, as they both face the same financial
costs. A classification of exports by item characteristics (e.g. capital goods, raw materials, consumer goods)
shows that the financial constraints have a greater impact on exports of capital goods and raw materials. In
the case of consumer goods, the effect of financial constraints on exports was not significant. However,
further analysis of detailed consumer goods showed that consumer discretionary goods turned out to be
sensitive to such financial constraints.
The policy implications suggested in this report include an improvement in the health of banks,
recognizing the different effect of financial constraints on exports by firm and industry characteristics, and
the need for micro-financial policies. In relation to improving the health of banks, we propose improving
loan examinations. This would involve an enhancement of the expertise employed to identify companies (or
industries) that are expected to bring high profitability in the future. We also emphasize that the perception
of policy authorities on the different effects of financial constraints on exports by firm and industry
characteristics is a very important factor for the effective implementation of policies. By enterprise size,
SMEs are more vulnerable to financial constraints than large firms. Therefore, policies to mitigate financial
constraints on SMEs would be more effective. Since the relationship between financial constraints and
exports is very different from one industry to another, we also emphasize the need for micro-financial
policies. In Korea, financial constraints are more relevant to mid- to long-term economic growth rather than
short-term economic fluctuations, indicating that policies related to financial constraints need to focus on
the mid- to long-term. As the meaning of debt ratio is interpreted differently in empirical results for firmand industry-level data, the policy maker should take this into account when establishing policies for
individual firms and industries.
The implementation of micro-finance policies that reflect the different effects of financial constraints
on exports by firm and industry characteristics will serve as an effective policy option for policy authorities,
as an additional policy instrument complementing existing monetary and fiscal policies. If the firms (or
industries) with a large decrease in exports due to financial constraints are selected and focused on as a
policy target, this would maximize the effect of policies while minimizing unintended side effects.
The most salient feature of this report setting it apart from previous literature is that it applies proven
methodology from previous research to Korean data, showing the part of decrement in exports caused by
financial constraints. In addition, we found that these effects are different by firm and industry
characteristics. Based on this report, future work using upgraded data will improve the estimation of the
coefficient implying an accurate relationship between the diverse effects of financial constraints on exports
by firm and industry characteristics, micro-finance policies and financial constraints under the control of
various variables. Through this we ultimately hope to raise the effect of policies to improve the export
growth rate.
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Determinants of Korea’s Import
Structure and Its Effects on Firm’s
Distribution
KIEP 연구보고서
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본 연구에서는 한국의 수입구조에 대한 이해를 높이기 위하여 수입구조를 수출 및 해외투자와의 상호작용 속에서
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고려한 맞춤형 대책수립을 제안하였다.
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Recently, our trades have been declining for the second year in a row, due to the maturity of the global
value chain and the delay in the recovery of the world economy. In particular, imports decline more than
exports, but trade surplus is rather expanding. Policy makers and experts expressed concern about the
decline in exports, but did not show interest in decreased imports. Behind these responses, there is
dichotomy that the increase in exports is positive but the increase in imports is negative. More importantly,
there is still a lack of clear understanding of Korea’s import structure.
In this paper, we analyze determinants of Korea’s imports in the context of the interaction between
exports and foreign investments, and investigate the effects of imports on firms’ exit and productivity in
order to understand Korea’s import structure and distributional influences of imports.
Since 1988, Korea’s overall imports have increased substantially, except for the currency crisis and the
period of the global financial crisis, but it has recorded a continuous declining trend due to recent sharp
drop in imports of raw materials.
Major importing countries have changed from developed countries in the past to resource-abundant
countries and developing countries. By type, intermediate goods account for about 50% of imports, raw
materials and capital goods account for 20% respectively, and consumption goods account for around 10%.
In order to analyze determinants of imports by type, we constructed a theoretical model and found two
propositions. First, regardless of types, imports will increase as the economic sizes of importing countries
become larger, and will decrease as the transaction cost with the importing partner increases. Second, while
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imports of consumption goods increase as the income level and market size of importing countries increases,
imports of intermediate goods and raw materials used as production inputs increases as the outputs and
exports of industries increase.
The results of the empirical analysis based on the theoretical model are summarized as follows. First, as
the export becomes more active, imports of intermediate goods and raw materials used as production input
factors will increase, while imports of consumer goods will decrease. Second, imports of intermediate goods
and raw materials are positively related with inward foreign direct investment (FDI), but imports of
consumption goods are negatively affected by inward FDI. Third, the more industries spend R&D
investments, the more the industries import intermediate goods and raw materials. Fourth, the effects of
import liberalization are different for each type of import. The influence of the tariff rate was limited for
raw materials and capital goods imports.
According to the analysis of Korea’s import structure, imports of consumption goods declined by 0.137%,
and imports of intermediate materials and raw materials were analyzed to increase by 0.235% and 0.193%,
respectively when exports increased by 1%. When inward FDI increased by 1%, imports of consumption
goods and capital goods decreased by 0.02% and 0.017% respectively, but imports of raw materials were
expected to increase by 0.071%.
The main results of analyzing the effects of imports on probability of firms’ exit are as follows. First, an
increase in total imports increases the probability of a firm’s exit but the firm size, capital stocks,
productivity decrease the probability. Second, imports of raw materials and intermediate goods decrease the
probability.
Third, whether firms are exporting or not does not significantly affect the relationship between import
penetration and firms’ exit. Fourth, the magnitude of the effects of imports on firms’ exit varied from
industry to industry.
The results of effects of imports on productivity structure are summarized as follows. First, the total
import penetration rates have an inverse U-shaped relationship with total factor productivity. Second, these
nonlinear relationships between import penetration rate and total factor productivity are very different for
each type of imports by industry. In order to investigate the effects of imports on the distribution of
productivity within the industry, we decompose changes in the productivity into within firm effects,
between firm effects, and exit and entry effects. Second, when imports increase, within firms effects are
significant in food, iron, transportation industries and between firms effects are significant in oil and iron
industries. Only in the transportation industry, exit and entry effects turn out significant. Third, the total
import penetration rates have a positive impact on the growth rate of productivity by economies of scale,
whereas the penetration rates of intermediate goods imports increase productivity through technological
progress.
Based on this, three policy proposals were derived. The first is the introduction of a new statistical
system for imports linked with export and investment. Also, the new system should contain statistics for
e-commerce imports in order to analyze the current situation of import of consumption goods. The second
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is improvement of the trade adjustment assistant (TAA) program. An increase in imports will increase the
competitiveness of the domestic market and induce the exit of companies with low productivity, but these
impacts were analyzed to be somewhat different depending on type and industry. In addition, a nonlinear
relationship between imports and productivity was also considered. Third one is customized policies taking
into account effects of imports by type. As the FTA tariff elimination schedule goes forward, the effects of
imports are expected to continue to expand. To introduce customized policy for imports by type, it is
necessary to raise the understanding of Korea’s import structure.
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The emergence of China in the international financial order can be analyzed in three aspects:
strengthening its position within the IMF system led by the West, establishing a new financial order
through multilateral development banks (MDBs) like the AIIB and NDB, and the internationalization of the
renminbi (RMB).
China has steadily demanded an increase in its share in the IMF. Following the effectuation of the
reform plan in 2016, China became the third largest member of the IMF and the RMB is now included in
the SDR basket. China also succeeded in launching the AIIB by formulating a consensus on the necessity for
launching an alternative multilateral development bank in Asia where the ADB had a monopoly. On the
other hand, RMB internationalization is executed based on a set of internal and external goals: stabilizing
inflation and the engine for internal reform, and consolidating the international status of China. As a result,
RMB settlements accounted for approximately 2% in world trade, while investment accounted for 16.6% in
2015. However, the RMB still accounts for only 0.6% of the global bond market, and only 1.1% of global
foreign reserves. As such, although the internationalization of the RMB has achieved some degree of success,
it is hardly keeping up with the extent to which China’s economic power is growing.
For the China-led financial order to take root, China should continue to pursue further reforms and
openness regarding free convertibility, capital accounts, and the exchange rate. China, however, is
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maintaining a cautious approach. Some of the reasons for this are as follow. First, there are concerns about an
outbreak of financial crisis through the opening up of China’s capital account.
Second, there are fears that there will be an increase of non-performing loans and decrease of interest
rate in the event of non-interference by China’s financial authorities. As China also has tried to maintain a
managed floating system and to allow capital opening only on an experimental basis, it will not be easy for
it to expand its influence in the international financial market in a short period of time. Moreover, as the
recent appreciation of the yuan has weakened, the impetus for internationalization of the RMB has
weakened.
The recently launched AIIB, NDB and the Silk Road Fund are financially contributing to China’s
national strategy known as “The One Belt, One Road (OBOR)” initiative and the internationalization of the
RMB. The AIIB and NDB are different from existing MDBs in that their establishment was mainly aimed at
infrastructure investment, and that China holds a significant stake in these banks, as well as in that it plans
to raise capital for these banks in yuan, and has established a quicker and easier loan procedure. It is also
noteworthy that the AIIB is devoted to transportation and power infrastructure investments in countries
along the Belt and Road, while the NDB focuses on renewable energy infrastructure investments in BRICS
countries. SCODB, which is to be newly established, focuses on infrastructure investment in Central Asia.
The Silk Road Fund, the national fund into which Chinese government bodies such as the State
Administration of Foreign Exchange have invested, will act as a dependable fund for OBOR projects by
swiftly and boldly making investment decisions. Since both the AIIB and NDB are MDBs, they have to go
through certain procedures when reaching financing and investment decisions. However, they lack in
internal capabilities such as the know-how to operate international organizations and understanding about
the global infrastructure market.
Therefore, financial support for the OBOR initiative is likely to be led by the Silk Road Fund for the
time being, with the AIIB and NDB assisting. But these institutions face considerable challenges in the
future, such as difficulties in finding bankable projects in Eurasia, as well as raising funds from domestic
and overseas sources. The new financial order led by China will gradually become clearer if the institutions
show remarkable progress, and if the internationalization of the RMB gathers momentum from the OBOR
initiative.
Meanwhile, China has realized some achievements in terms of RMB internationalization since 1997,
such as the expansion of RMB settlement in world trade and the development of offshore RMB markets.
The trade settlement function and the investment currency function of the RMB have also improved.
Having been added to the SDR currency basket has elevated the global status of the RMB more than ever.
Until recently, however, the Chinese government has prioritized economic growth and export expansion
through currency depreciation rather than stabilizing the exchange rate for internationalization. Thus,
China is faced with several tasks, such as minimizing the effects that the exchange rate shock accompanying
RMB internationalization will have on its domestic economy, as well as responding to the disruption in the
reform and opening-up policy caused by external factors, and managing prudent finance regulation and
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risks related to floating funds flow.
In any case, the internationalization of the RMB is a national strategy of China, and the relevant system
will be improved during its 13th Five-Year Plan. In addition, the countries along the Belt and Road are
becoming increasingly clear as a key area of internationalization for the RMB, although discussions are
underway to form a yuan currency bloc that will include China mainland, Hong Kong and Taiwan.
Taking all the three abovementioned aspects together, it will be difficult for China to dramatically
change the current international financial order in the short term, when taking into consideration the
Chinese financial goals and internal capability, the speed of progress in AIIB’s projects, and the West’s
containment policy toward China.
Korea, however, will have to secure its own national interest by establishing mid- to long-term strategies
and specific countermeasures against the new financial order, which is encapsulated in the newly launched
international financial institutions and internationalization of the RMB.
Above all, Korea needs to actively and accurately adopt a bandwagon policy, since China will carefully
deal with domestic problems like insufficient financial capacity and the existing order centered on advanced
countries. For example, Korea needs to evaluate and preemptively participate in institutions and
organizations led by China, as it participated as a founding member of the AIIB. For this, it will be
important to establish an organic cooperation system between the government and the private sector. In
addition, Korea should pursue a so-called two-track strategy to lead the Northeast Asian Development
Initiative while at the same time taking a proactive stance in Southeast Asia, Southwest Asia and Central
Asia, where China-led financial order will be expanded. As a concrete measure, it will be necessary to prepare
a plan to set up a differentiated offshore RMB hub from Hong Kong and Singapore by issuing a RMB bond
through cooperation with Chinese financial institutions. Korea should take the lead in establishing the AIIB
Institute and setting it up in Korea. In the mid- to long-term it needs to concentrate on establishing a Korealed development financial institution which will focus on development in North Korea.
The launch of the AIIB will be both a challenge and opportunity for Korea. However, the
competitiveness and infrastructure market share of Korean companies are evaluated as quite low. Korean
construction companies are lacking in financing capacity, technological skills, and business networks.
Korean financial companies were evaluated to be lacking in financial advisory and arranging ability, dealsourcing channels and networks, and in their track record and market reputation. Therefore, it is crucial for
Korean companies to improve their competitiveness and work out strategies to expand their business
globally in order to grasp business opportunities.
The construction companies need to strengthen their competitiveness by nurturing professional
manpower, enhancing their capacity to gather local information by dispatching overseas personnel, and
collaborating with foreign companies. They should try to win orders for projects operated by the AIIB or
included in the OBOR initiative, in both upstream and downstream sectors. The government should support
the companies by lowering guarantee fees and commission, and by providing timely information on the
MDB procurement market and orders.
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For the financial companies, it will be necessary to purchase the AIIB’s initial issuance of bonds,
accumulate a track record through co-financing with the AIIB, and expand overseas branches in the six
economic corridors of OBOR regions. In addition, they will need to reduce the risk of using guaranteed loans
by K-ECA, increasing financing capability by using ODA funds, and establishing a deal sourcing channel
with K-ECA. The government also must try to provide support by strengthening overseas financial
cooperation, dispatching financial advisors, reorganizing diversified overseas infrastructure investment
institutions, and setting up specialized funds.
As for North Korea, it will be difficult for it to join the new order led by China since North Korea is not
a member of the AIIB and the international community continues to level sanctions against it.
However, Korea should consider establishing a development financial institution (Northeast Asia
Development Bank) for North Korea’s development and unification costs from a mid- to long-term
perspective. Once the North Korean nuclear issue has been resolved, this institution can become a unified
Korea-led development institution. It could also lead cooperation with the AIIB in Northeast Asian
development, including North Korea.
In conclusion, the China-led new financial order is still in its infancy. In terms of the OBOR initiative,
projects in Southwest Asia are speeding up while projects in Southeast Asia are slowing down. This is because
of the expansion of economic power and border disputes in the South China Sea, and neighboring countries
are wary of the expansion of China’s influence. In the same vein, China-led financial institutions such as the
AIIB and NDB are also hampered by a lack of support from neighboring countries. The internationalization
of the RMB is still in its development stage, and it seems premature to discuss the RMB currency bloc, as
the Chinese government might establish a more sophisticated strategy for the regional currency order to
establish a considerable position in the international monetary order.
On the other hand, there has been some controversy over the fact that Korea has become overly
involved on the Chinese side by joining the AIIB. However, Korea needs to consider its national interests
and actively participate in the emergence of a new financial order led by China.
Korea should discuss policy coordination with China preemptively, especially while China remains in
an uneasy situation due to its lack of international financial capability and delays in OBOR projects due to
the vigilance of neighboring countries. Ensuring that Korea gains strategic value from the forming of a new
financial order will correspond to our national interests.
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Recently, there has been growing interest in the use of production networks in the ASEAN region,
which has emerged as a new production base and consumer market for Korea. If Korean firms establish
regional production networks with intra-regional enterprises, they can improve production efficiency by
heightening the possibility of local survival and international market competitiveness. Meanwhile, given
the fact that Korea has gained a trade surplus of about $ 30 billion in 2015 from the ASEAN region, Korean
firms should seek further cooperation with local ASEAN firms. If the new protectionism that has been
spreading across the world contaminates ASEAN member states (AMS), AMSs may complain about the
trade imbalance.
ASEAN member states have recently demonstrated their willingness to support the participation of
SMEs in global production networks. If firms in AMSs successfully participate in a global production
network and upgrade their competitiveness, they can become competitors to Korean firms working in the
ASEAN region. The utilization of local firms can be considered a countermeasure against the growth of
ASEAN firms. Based on the above needs, it will be necessary to establish regional production networks
(RPN) in the ASEAN region, as a new strategy for increasing both the sustainability and efficiency of
Korean firms in ASEAN. In addition, this will lead to the expansion of exports. Therefore, the purpose of
this study is to establish strategies for regional production networks in the ASEAN region.
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The level at which Korean firms have established regional production networks with local ASEAN
firms is still relatively low compared to Japanese firms. Therefore, we benchmark the Japan case and see
how we can utilize local ASEAN firms. First, we explored how Japanese firms have formed production
networks in ASEAN region. Next, through a survey, we analyzed the capability of Korean firms and local
companies to participate in regional production networks and the needs of Korean firms. Finally, we
presented strategies and plans for the RPN construction of Korean firms and governments in the ASEAN
region.
In Chapter 2, we analyze the business environment of local firms and the current business situation
drawing from previous research and various data. According to the World Economic Forum (WEF) Global
Competitiveness Index (GCI) and the World Bank’s Ease of Doing Business Index, the competitiveness of
ASEAN countries has clearly improved since 2010. However, we do not believe that the improvement of
these indicators necessarily coincide with the sentiment of Korean firms. Although indicators relating to the
labor market, foreign investment, investment incentives and fair competition have improved, Korean firms
are still unsatisfied. Nonetheless, it is meaningful that the improvement of the ‘format,’ such as the
improvement of the indicator, is the starting point of ‘substantial’ progress. Fortunately, business conditions
in Vietnam and Indonesia, which are subjects of the study, have significantly improved compared to
Cambodia, Lao, and Myanmar (CLM).
FDI inflows into the ASEAN region have grown rapidly in line with improvements in the business
environment. The volume has been larger than that flowing into China, since 2013. To meet the growing
investment in the region, Korean firms have adjusted their investment strategies. Even up until the mid2000s, SME-centered single investment was the mainstream channel. Since 2010, large corporations have
been led by SMEs. Such joint movement of large, medium and small enterprises into the ASEAN region is
attributed to the fact that ASEAN-affiliated firms cannot participate in the production activities of Korean
firms.
Meanwhile, in Chapter 2, we surveyed the difficulties of management for Korean SMEs operating in the
ASEAN region. There was hardly any difference from the difficulties identified by Kwak et al . (2014, p. 156160). However, one problem that did differ from Kwak et al . (2014) was raised by Korean SMEs and large
corporations that entered the ASEAN market together. Such joint entry into a new market improved the
stability of Korean SMEs, due to the reduction of risk. However, it also secured a structure dependent on
large firms, which weakened the bargaining power of SMEs against large corporations. Less bargaining
power leads to a decline in product prices, causing problems in profit structure. In addition, the management
status of SMEs would also be determined by that of large enterprises, their main customers. To avoid these
problems, SMEs must diversify their production networks. In other words, Korean SMEs can consider
diversifying the sources and buyers of parts and materials procurement as a strategy for sharing entry risk.
Such efforts are also expected to be effective in responding to ASEAN’s strategy of involving its own SMEs
in global production networks. For example, Indonesia’s domestic component requirement (TKDN: Tingkat
Komponen Dalam Negeri) policy can be overcome.
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In Chapter 3, we analyze how Korea will build a local production network through the experiences and
cases of Japan, which has the best production network in the ASEAN region. Japan first employed the
strategy of establishing its base in ASEAN countries, centering on electricity, electronics, machinery and
automobiles. By connecting these bases to the network, they shared information, knowledge, experience,
know-how and managed risk. In addition, Japan standardized the production process to establish division of
labor in the ASEAN region, in order to maximize production efficiency. Moreover, local ASEAN firms were
involved in the production activities of Japanese firms that had entered the market, so that Japan
understood the needs and preferences of the consumers in the host countries. By applying the identified
needs and preferences to the design, function, and characteristics of the product, Japan effectively targeted
domestic markets. In addition, Japan created a system which produced and procured parts and components
locally, so as to deploy them in production processes in a timely manner. Meanwhile, Japan managed to
increase price competitiveness by including products of ASEAN countries that utilize cheap labor into the
production process.
For this reason, Japanese firms have steadily strengthened its ASEAN regional production networks
over the past decade (2006-2015). Japanese firms in the ASEAN region have increased the proportion of
raw materials and parts procurement for production from both ASEAN local firms and Japanese firms
located in the ASEAN region. In particular, Singapore, Malaysia and Indonesia are among the countries in
which Japanese firms have swiftly raised the percentage of procurement from local firms. This is because
these countries are strongly advocating the use of domestic products for the production of Japanese firms.
In addition, the extent to which local firms are utilized differs by industry. The local procurement
portion was high for industries such as transportation machinery and equipment, where parts and raw
materials logistics costs are high. However, the local procurement shares of electronic components and
parts are relatively low, due to the short product cycles and relatively low logistics costs. It seems that
Japan clearly distinguishes local procurement items from domestically procured items. It will be
necessary to benchmark Japan when Korean firms in ASEAN seek to expand local procurement. For light
parts and components requiring high quality and high technology, Korean firms have to be supplied
from Korea. On the other hand, parts and components that have low value added or high transportation
costs should be supplied locally. To this end, the domestic parts and materials industry in Korea should
be further fostered.
Meanwhile, a survey was conducted on 90 firms in order to identify the regional production networks
of Korean firms located in ASEAN. Korean firms operating in the ASEAN region mainly procured raw
materials and components from Korea and China. In particular, the reason Korean firms in Vietnam have a
high procurement ratio from their home country is that most of them are engaged in electricity and
electronics. Also, since large corporations and Korean SMEs entered Vietnam together, the proportion of
local procurement in Vietnam is high. Currently, production networks in which only Korean firms
participate are subject to complaints from ASEAN local firms.
Korean firms have not yet established regional production networks in the ASEAN region in
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comparison to Japanese firms. Japan’s regional production networks are strategically linked to Japanese
firms located in Japan, Japanese firms located in the region, and Japanese firms producing parts and
materials which are also located in the region, Chinese firms and ASEAN local firms. However, Korean
firms’ production networks have yet to complete such a picture. ASEAN regional production networks
formed by Korean firms, compared with networks built by Japanese firms, are characterized by a low
utilization rate when it comes to local ASEAN firms. The history of the entry of Korean firms into ASEAN
is relatively shorter than that of Japanese firms. For this reason, in order to overtake Japan in the region and
establish a production network in the short term, it is necessary for a strategy in which large corporations
and SMEs enter the ASEAN region together.
Chapter 4 explores the functions of SMEs in production activities and explores why local SMEs in
ASEAN should be included in the Korean production network. In addition, we present the results of indepth interviews and surveys with ASEAN local firms regarding participation in production networks. The
outcomes, we believe, can be used as a basis for Korean firms to establish strategies when working with
ASEAN SMEs.
The most representative function of SMEs is to enable smooth connection between production stages.
However, SMEs, which are the foundation of the parts and materials industry, are failing to perform this
function because they are not growing properly in the ASEAN region. Despite this situation, AMSs insist
that foreign-invested firms exclude ASEAN local firms from production. This difference can be attributed
to the reduction of the incentives provided by ASEAN member states to foreign-invested firms or to the
strengthening of regulations. Given the fact that Indonesia is already required to certify its TKDN, other
countries among AMSs may soon implement similar regulations. Therefore, a preemptive response is
required to include ASEAN local firms in the Korean production network and have them operate as
advocates of Korean firms. Considering that the purpose of Korean firms’ entry into the ASEAN region has
shifted from “manufacturing goods that utilize cheap labor and exporting them“ to ”entering local
markets,” it is necessary to respond quickly to changes in the demands of local ASEAN consumers by
utilizing local SMEs in ASEAN.
We found from the surveys that ASEAN firms have already recognized that their governments are
already working to improve business environments for them. Also, more than 50 percent of respondents
said that their business performance, financial conditions, employment and business areas either improved
or expanded. In addition, ASEAN firms themselves, to succeed in global value chains (GVCs), have
recognized that it is necessary to develop internal competencies such as product and quality specialization,
innovation and design, and entrepreneurial spirit.
Moreover, ASEAN firms with experience in participating in GVCs were aware that their relationships
with other firms were a very important factor in determining business performance. Although Korean firms
are reluctant to admit it, ASEAN firms are growing fast enough to threaten the position of Korean firms in
the world market. It is necessary to prepare countermeasures against the growth of ASEAN firms. For
example, Korean companies should internalize SMEs with high potential for development, and seek ways
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for Korean companies to enjoy the fruits of ASEAN SMEs. Furthermore, ASEAN SMEs strongly want to
cooperate with Korean firms for technology development.
Based on these results, this study presents strategies for establishing the direction and goal of regional
production networks (RPN). Given the heterogeneity of ASEAN, composed of 10 countries, Korea has to
select strategic bases for regional production networks. Then the next step is to gradually widen and connect
them. Currently, Korea has established a production base by concentrating investment in Vietnam. In order
to gradually expand the base and increase the number of bases, it is necessary to build a master plan which
includes a large framework that manages the ASEAN regional production network; a possible title could be
the “Vietnam plus One” strategy. Exit and support strategies for Korean firms that have entered Vietnam in
anticipation of the TPP could also be established within this framework.
The long-term goal of the strategy for establishing an ASEAN RPN is to improve the local sustainability
of Korean firms in ASEAN. Considering that the primary goal of Korean firms operating in ASEAN is to
enter local markets, we can increase the sustainability of Korean firms by working together with local
ASEAN firms, because they have more information on their local markets. In particular, the incorporation
of local ASEAN firms into Korean firms through mergers and acquisitions (M&A) will provide the
advantage of existing business facilities and distribution networks.
Two mid-term goals have been set. One is to improve the competitiveness and profitability of Korean
firms entering ASEAN. Another is to expand the entry of young people into ASEAN by establishing startups. As we have seen, building a regional production network improves the management efficiency and
profitability of local firms. In addition, we can encourage our technical standards to be applied to the
production process in ASEAN, by dispatching our young personnel when we engage ASEAN firms in the
Korean production network. Also, if young people establishing their own business in the ASEAN region
support the activities of Korean firms in the region, this will contribute to strengthening the Korean
production network. In order to achieve these mid- and long-term goals, this study presents measures that
should be implemented by the government and corporations, as follows.
The government should focus on laying the foundation for building regional production networks.
First, as seen in the outcomes of the surveys from Chapters 3 and 4, we confirmed that there is a
difference between local ASEAN firms and Korean firms in their purpose for participating in the
production network. Therefore, it is necessary to activate a cooperation forum between local firms and
Korean firms, so as to fill the gap between them. Second, we need to enhance technology exchanges,
because we found from the surveys that local ASEAN firms have such needs. We may consider the
expansion of the TASK (Technology Assistance and Solutions from Korea) project led by Korea’s Ministry
of Trade, Industry and Energy. Third, we should encourage AMSs to adopt Korean standards, with an
emphasis on the need for the unification of technical standards to form and strengthen production
networks between the two economies.
Finally, since the enterprises are the ones that establish local production networks, we propose three
methods the entrepreneur can employ to form regional production networks in the ASEAN region. First,
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Korean firms in ASEAN should strive to reinforce their collaborative relationship with each other and
secure various clients. As shown in the case of Japan in Chapter 3, the parts and components that electric
and electronic firms utilize for production have a short life cycle, as well as high value added. Japanese
firms producing in ASEAN import these parts and components from Japan, rather than ASEAN
countries. This should be used as an opportunity for Korean SMEs operating in the ASEAN region.
Second, Korean firms must strive to advance into the ASEAN region’s local markets by utilizing the
distribution network of local ASEAN firms. For example, Korean firms can use M&A to expand the
involvement of ASEAN local firms in Korean production networks. Third, Korean firms should prepare
plans to utilize the supporting industry promotion policies of ASEAN member states (AMS). As we saw
in Chapter 2, AMS governments are implementing various policies to foster their own supporting
industries. Thus, we should carefully monitor policy changes related to the fostering of supporting
industries and utilize them as opportunities for Korean firms.

30

Highlight 2016

Policy Analysis

Digital Innovation and Policy
Challenges: Focused on Major
Countries’ Cases and Their Implications
KIM Jeong Gon

 ssociate Research Fellow, Strategy Research, Department of AsiaA
Pacific
NA Seung Kwon Senior Researcher, Strategy Research, Department of Asia-Pacific
JANG Jong-Moon Senior Researcher, Africa and the Middle East, Department of Europe,
Americas, and Eurasia
LEE Sunghee
Senior Researcher, Strategy Research, Department of Asia-Pacific
NO Suyeon
Professor of Chinese Studies, Korea University

연구보고서 16-15

디지털경제의 진전과
산업혁신정책의 과제:
주요국 사례를 중심으로
김정곤
나승권
장종문
이성희
노수연

The digital transformation, which is often called as the Fourth Industrial Revolution, is attracting
attention as a new driving force for economic growth. Digitalization is emerging as a measure to midand long-term trends, such as demographic change and transition to a low-carbon economy, while
leading economic and industrial innovation. It is confirmed empirically that for high-income countries
including the United States, digitization contributes to productivity improvement in other industries.
However, these effects differ from country to country depending on the capabilities of digital innovation
such as ICT infrastructure, R&D investment, ICT industry competitiveness, legal system, human
resources, business use of ICT, and entrepreneurial activities. In Korea, ICT infrastructure is world-class,
and ICT adoption and utilization are highly competitive. However, the competitiveness of ICT services,
the effectiveness of R&D investment, contribution to innovation, legal system, human resources and
entrepreneurial activities are far behind. By contrast, the United States has the highest level of
competitiveness in ICT export, R&D investment and innovation, human resources and entrepreneurial
activity. These factors are key concerns of the countries’ digital innovation policy, and each country is
making a policy effort centering on it.
The digital innovation policies of the United States, EU, Germany, Japan and China are similar due to
the general characteristics of digital transformation, but they vary according to the capabilities and
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circumstances of each country. As in our analysis, the United States most clearly demonstrates the
general purpose technology hypothesis that ICT capital contributes to increased productivity in the
industry. In the United States, ICT has been a key driver of economic growth since the 1980s, and digital
innovations led by Internet platform companies have become a source of mid- and long-term economic
growth in the Obama administration. Recently, in the United States, innovation in the digital innovation
is dominated by ICT or Internet service companies, and traditional manufacturing companies are also
reviving through digitization. The US government is constantly investing in strategic research areas and
advanced technologies required for digital innovation based on Strategy for American Innovation or
NITRD, a government-level IT research and development program. In addition, the federal government
operates a Chief Information Officer (CIO) and a Chief Technology Officer (CTO) to improve digital-based
government management and to accelerate industrial innovation. The private sector is leading digital
innovation while the government focuses on R&D investment in digital industry platforms and basic
technologies such as big data and Internet of Things, solving public problems using ICT, and building
consumer information protection systems.
In contrast to the US, the EU has continually experienced a low ICT investment and a low ICT
contribution to economic growth. The EU has identified the segmented digital market in the region as
the cause of the problems and thus launched the Digital Single Market Strategy for Europe in 2015. Its
main objective is to realize economies of scale by integrating the digital market with the elimination of
digital barriers in the region and creating a common base of innovation. Following the digital single
market strategy, the Digitizing European Industry, announced in 2016, is highlighting manufacturing as
the center of European digital industry innovation. Unlike the United States, the EU’s digital industry
innovation tends to be government-led. In addition, EU focuses on joint private investment in strategic
areas, digitization of SMEs, and promotion of technology commercialization.
Germany is at the center of EU digital innovation. Germany has world-class competitiveness in
advanced manufacturing and ICT services and has a solid medium-sized business base. Based on this,
Germany is leading the digitalization of manufacturing. Building on long-term preparation with
discussion among academia and industry, German government has led digital innovation policy.
Germany is the first country to present its vision of the digitization of the manufacturing sector at the
policy level. Based on a specific tradition in the process of policy implementation, the German
government is engaged in mid- to long-term plans and tasks, and focuses on stakeholder policy platform
construction, thereby inducing voluntary participation of companies. It also emphasizes the collaboration
between large companies and SMEs so that SMEs can naturally participate in digitization.
Japan has turned its attention to digital industry innovation as it has suffered from a long-term
recession and a rapidly aging population. Japan has a solid competitiveness in ICT manufacturing and
service industries, especially with global manufacturing base and robotic technology. In spite of the
economic downturn, the Japanese industry has invested in basic R&D with a long-term perspective,
securing global competitiveness in original technology. On the basis of this, Japan promotes digital

32

Highlight 2016

innovation while focusing on process innovation in traditional manufacturing sector. In Japan, the
government is playing a leading role in recognizing the digitalization of companies and societies. In
particular, the government plays an important role in utilizing ICT technology to solve social problems
such as natural disaster prevention, administrative efficiency and education. In addition, the government
has established an integrated support system for research and development and various support policies
based on the idea that major fields such as cloud service, Internet of Things, artificial intelligence, and big
data are connected with each other in terms of industrial innovation.
China has gained a worldwide market share in the internet platform sector based on the huge market
and is recently emerging as a strong competitor of the United States. Since China has a variety of
industries with different levels of technology, there is a complex task of promoting the transformation
of traditional industries and fostering high-tech industries simultaneously. Therefore, at present, social
innovation using ICT has policy implications and it is a key part to establish an innovative ecosystem
and encourage start-ups centered on Internet platform companies. The Chinese government is actively
promoting entrepreneurship as a substitute for a declining job in the manufacturing industry. In
particular, it is characterized by the fact that big corporations take active partnership with the
government in the management of platforms for start-up and innovation. In addition, the Chinese
government is taking an open initiative in the fields of shared economy, internet banking, medical care,
etc., and does not enact regulations that could hinder new types of businesses. do. In spite of various
formal and informal regulations, global companies are actively seeking chances to enter the Chinese
market. Chinese companies are actively introducing overseas advanced technologies in order to
complement their lack of technology, and it is expected that the market will expand in areas where the
demand for cooperation with foreign countries such as Internet of Things is increasing.
Taking into account the general characteristics of digital innovation and the policies of the leading
countries, the following lessons can be learned. First, there must be a strategic focus to promote industrial
innovation through digital transformation. Digitization is practiced across industries and sectors, but it
needs a starting point that matches the existing capabilities, conditions, and needs of the country.
Second, the key to digital innovation is data. The Internet of Things, cloud computing, artificial
intelligence and big data analysis are directly linked to the collection and analysis of vast amounts of
data, which creates industrial competitiveness. Third, digital industry innovation requires openness. This
means government agencies, government and business, researcher and business, researcher, openness,
and even openness. Fourth, national mid-to-long term digital innovation strategy is needed. Since
digitization is carried out across all industries and sectors, a policy implementation system that includes
government departments and each stakeholder is needed. Also, in the short-term perspective, the pursuitoriented industrial innovation policy does not seem to be suitable for the absolute digital transition
period. Fifth, the government’s role in promoting digital industry innovation needs to be focused on
building institutional conditions, mediators between sectors and mediators of consensus, and investment
in the public sector.
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The Creative Economy Strategy (2013) is Korea’s new economic growth strategy in the era of the
digital transformation. This strategy pursues economic and social innovation of the entire society
including existing industrial innovation and promising industrial development. In addition, major
strategies such as enhancement of science and technology and ICT innovation capacity, creation of an
entrepreneurial ecosystem, venture and SME development, and industrial innovation through
digitization in order to ultimately pursue creation of an innovation ecosystem across new economic
society, are being utilized as a growth strategy. However, this failed to fully realize the basic principle of
departing from the “follower” economic growth model. Moreover, although a considerable number of
strategic policies and detailed policies were appropriate in light of the situation in the Korean economy,
the strategy is yet to be fully implemented.
Taking into account the industrial competitiveness and the policies of the leading countries, Korea
needs to recognize manufacturing as a strategic starting point to promote digital industry innovation.
Manufacturing is Korea’s major industry and has a large economic impact on areas such as employment.
US and Chinese companies are leading the way in making virtual data as platforms while that of the real
data such as operation data of factory facilities is in its early stage, and there is a relatively high
possibility for Korea to secure the sector. The scope and content of digital innovation policy is very
comprehensive, as can be seen from the EU’s digital single market strategy. It is not realistic to achieve
the results evenly in every sector and it is necessary to have a lead sector with remarkable performances.
As in the case of Germany, the government takes a significant role in the digitization of the
manufacturing sector, and thus the government should concentrate its capabilities on this agenda.
Digital transformation is difficult to be defined and it is almost impossible to predict the rapidly
changing trends. However, it should be emphasized that the key to digitalization is information and data.
Many countries have introduced polices and strategies to emphasize big data, artificial intelligence and
robotics, Internet of Things and cloud computing. The data is placed in the core of such policies. Also,
collecting and utilizing data in strategic areas such as advanced manufacturing, high-end automobile,
smart city, medical, energy and education are very important. Therefore, Korea needs to redesign its
industrial strategy with particular emphasis on information and data. In other words, it is necessary to
expand and sustain investments in general data technologies such as big data analysis, Internet of Things
and cloud computing technology, application of enterprise and industry, and check the regulations to
promote utilization of data in strategic industries. In order to spread common technologies such as the
Internet, it is necessary to continuously improve institutional conditions such as personal information
protection, cyber security, and intellectual property rights, and liberalization of cross-border data
movement is the principle of foreign economic policy.
Digital innovation requires openness among all participants (Open Innovation). In order to effectively
promote digital innovation, openness and cooperation among government ministries are required, which
is a factor for the success or failure of digital industry innovation. The government should also focus on
its role as a mediator that forms the network between technology developers, owners, and end users who
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apply them to the business, with a focus on end-users. Technological development is also required for
digital-based industry innovation, but more importantly, technology end users are looking for and
adapting to their business. This is because digital conversion is the result of an innovative business model
that radically transforms the rules of existing games. In order to accelerate the digital transformation of
the industry, it is necessary to strengthen the participation of the private and technical users from the
R&D stage, to promote the international R&D network by increasing the openness of innovation. In
addition, the Korean market should facilitate data-based innovation by leveraging free flow of crossborder data.
Korea’s digital innovation policy implementation system needs improvements in managing and
coordinating various policies promoted by different ministries and public agencies. Digital
transformation leads to dramatic changes and innovations that are comparable to the revolution, which
affects the entire economy and society. Therefore, strong and comprehensive leadership is needed to
oversee data collection and utilization, apply ICT to the entire economy and society and invest in
advanced R&D.
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금융위기 이후 미국 경제는 여타 선진국 대비 빠른 속도로 회복되고 있어 그 원인에 대해 관심이 쏠리고 있다.
반면 이러한 회복세에도 불구하고 미국 내에서는 구조적 장기침체(secular stagnation)에 대한 우려로
미국의 중장기 성장에 대한 부정적인 시각이 존재한다. 본 연구는 이러한 두 가지 논의에 대해
구조변화와 공급 측면에서 미국 경제를 분석하여 해답을 찾아보았다. 이러한 분석을 바탕으로
한국의 중장기 대외경제정책 및 성장전략에 주는 시사점을 도출하였으며,
이러한 점에서 본 연구의 의의를 찾을 수 있을 것이다.
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What is the cause of the rapid recovery of the US after the financial crisis compared to other advanced
countries, and how will the US’s medium-and long-term growth be followed? This is one of the most
important questions about the recent US economy. The purpose of this study is to present the analysis of
these problems and to examine the implications of US economic recovery and mid-to-long term growth
on Korea. First, after the financial crisis, the US economy is recovering faster than other developed
countries such as Japan and Europe. On the back of this recovery, the US is trying to normalize its
monetary policy by moving away from zero interest rate. However, other developed countries such as
Japan and Europe are still trying to stimulate the economy through easing monetary policies such as
quantitative easing.
As shown in various data, during the 2008-2009 financial crisis period, the real GDP of each country
has recovered slowly after a sharp decline, but it is recovering differently in each country. In the case of
the United States, it shows a rapid recovery compared to Japan and Europe. One thing to keep in mind is
that the recovery rate from the financial crisis period until 2011 is not much different among US, Japan
and Europe, but the recovery of Europe and Japan has stagnated since 2011. As a result, in the US, GDP in
the first quarter of 2015 is about 10% higher than in the first quarter of 2007, but in Japan and Europe,
GDP in the first quarter of 2015 is only about 1~2% higher than the first quarter of 2007.
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On the other hand, despite the rapid recovery compared to other developed countries, there are still
many people who doubt the mid-to-long term growth path of the US economy. In the mid-to-long term,
the growth potential of the US is limited to mid-1%, and economists such as Larry Summers and Paul
Krugman are questioning the US’s long-term growth by insisting on the US’s structural stagnation. In
particular, Gordon presented a very pessimistic analysis of the US mid-to-long term economic growth.
His analysis suggests that the United States’ mid-to-long term growth prospects are not bright due to the
US structural problem such as aging population and low productivity.
The impact of the US mid-to-long term growth path on the future growth of the global economy is
crucial in light of the US weighting in the global economy. Especially, in the case of Korea, export is still
a large part of the economy, and the mid-to-long term growth of the global economy is a big part of
Korea’s mid-to-long term growth. Aside from this, the United States is the second largest export
destination of Korea after China, and it is highly likely that the US economic growth will directly affect
Korea. In addition, the rapid recovery of the United States relative to other advanced countries after the
financial crisis is highly suggestive of Korea’s growth and economic deregulation policies. In Korea, the
country has been experiencing a steady decline in growth rate since the financial crisis, and its potential
growth rate has also been falling. In this situation, it is important to find a way to accelerate economic
recovery through benchmarking of US growth policy, which is recovering faster than other advanced
countries.
The purpose of this study is to analyze the possibility of mid-to-long term growth of the United
States to provide a foundation for Korea’s mid-to-long term foreign strategy. Furthermore, we try to find
the reasons behind the rapid recovery of the US after the financial crisis and to provide its implications
on the growth strategy for the Korea economy. In Chapter 2, we analyze the US economic growth rate
and examine whether the US economy has experienced in structural changes. As a result of the analysis,
structural changes in the US economy, measured by the decline in trend growth, took place in early
2000, before the financial crisis, and the financial crisis accelerated the decline in this trend growth to
some extent. In general economic theories, the impact on trend growth is known to be largely influenced
by supply side factors such as technology progress and labor supply. Based on these facts, we analyzed the
supply side factors such as total factor productivity and labor supply factors in Chapters 3 and 4.
In Chapter 3, we use the growth accounting method to diagnose whether the US will grow in the
medium to long term. Growth accounting is a method for analyzing the effects of supply side factors
such as labor supply, total factor productivity, and labor quality on mid-and long-term growth, and is
particularly appropriate for analyzing the impact of trend growth decline analyzed in Chapter 2. The
results of the analysis are as follows. According to the labor supply factors such as the degree of
population aging and the quality of education, and productivity, the US economic potential growth rate
is found to range from 1.4% to 2.9% on average by 2060 unless the effects of the aging of the population
are reduced or rapid increase in productivity due to the recent 4th industrial revolution. Especially, in
the case of population aging, the average annual growth rate is reduced by about 0.17%p.
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Chapter 4 tries to explain why the US is recovering faster than other developed countries after the
financial crisis, despite the fact that mid-to-long term growth remains uncertain according to the
dynamic stochastic general equilibrium model (DSGE model). In particular, we have constructed a model
in which the growth and supply side factors have a great impact on the economic cycle. Based on this
model, we examined the impact of the decline in trend growth on the economic recovery and searched
for the reasons for the rapid recovery of the US. US productivity is recovering faster than other countries
after the financial crisis. The results of the DSGE analysis show that the recovery of productivity reduces
the decline of trend growth and the this better trend growth is positive for current consumption and
investment through expectation of future income increase. This rapid US productivity recovery can be
attributed to the large-scale national R&D initiated during and after the financial crisis, and the largescale increase in aggregate demand through general fiscal spending has also contributed to productivity
growth. In addition, continuous policy implementation is important in the case of attempting to increase
the aggregate demand through the management of trend growth or fiscal policy through investment of
national R&D. If these policies are suspended or canceled before completion, in the worst case, it seems
they will have a negative impact on the economic recovery.
Based on these discussions, Chapter 5 examined the policies of the Obama administration during the
financial crisis period and until the recent years. In particular, the specific details of the policies that led
to the recovery of productivity presented in Chapter 4 - National R&D policies and large scale fiscal
stimulus package - were summarized to help establish the actual policies. Chapter 6 summarized the
discussions and the policy implications for Korea are derived.
The policy implications suggested in this paper can be divided into two major categories. The first is
about the establishment of foreign policy based on the mid-to-long term growth of the United States.
The second is about the establishment of Korea’s growth policy, which is based on fast recovery speed of
US. First, the implications for the mid-to-long term foreign policy are as follows. The US is Korea’s second
largest export market and has a large impact on the global economy. The Korean economy is still highly
dependent on exports. Considering this point, we need to diversify export market, increase export unit
price through development of high value-added products, and develop core goods that are less affected by
economic fluctuations, Also, it is necessary to establish a so-called two-track strategy to reduce the export
dependency of the Korean economy through the revitalization of the domestic market.
In addition, Korea’s mid-to-long term growth strategy suggestions are as follows. As a result of supply
side analyzing of the growth rate of Korea, the recent decline in growth rate is caused by productivity
decline, decrease of capital accumulation, and low contribution of labor supply. Therefore, it is necessary
to implement investment promotion policies similar to productivity improvement and innovationrelated policies actively promoted by the Obama administration. In addition, the low contribution of
labor supply to GDP, despite the long working hours among the OECD countries, is an urgent task to be
solved. Finally, implications for national R&D policy for mid-to-long term growth are as follows. Korea’s
R&D spending is quantitatively the top among OECD countries. On the other hand, the volatility of R&D
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spending is high and uncertainty is higher than the US. Uncertainty as a result of increased volatility in
R&D expenditure may result in lower efficiency of R&D spending by hindering researchers’ stable
research as shown in Chapter 4. In the United States, efforts are being made to secure the permanence of
the R&D by enacting the Protecting Americans from Tax Hikes Act (PATH) Act of 2015. In Korea, it is
important to benchmark such a system to ensure the sustainability of R&D investment and raise
efficiency.
This study is meaningful to analyze the US economy in terms of supply side and draw implications
for the Korean economy. Although there are some articles analyzing the US recovery after the financial
crisis, they are all focused on the analysis of the demand side. Furthermore, there are few studies that
provide policy implications for Korea. This study provides a new perspective on the recovery of the US
economy and mid-and-long term growth by identifying the reasons for the rapid recovery after the
financial crisis and the mid-to-long term growth of the US through supply side decomposition. In
addition, this study is different from previous studies because it provides implication of the growth path
of US on the Korea economy.
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We briefly summarize major research works conducted throughout 2016,
representing KIEP’s contributions to core national priority tasks.
▶

Strengthening of the Economic Safety Valve against Overseas Risk Factors

▶

Strengthening the Capacity for Economic Cooperation through the FTA Network

▶

Strengthening the Cooperation with Industrial Resources for Making Inroads into New Markets

▶

Promotion of Peaceful Cooperation in Northeast Asia, and Expansion of Cooperation in Eurasia

▶

Preparation for Practical Reunification by Strengthening the National Capacity

▶

Promotion of Continuous ODA Expansion and Exemplary and Integrated Development Cooperation

▶

Others

1
Strengthening of the Economic Safety Valve Against
Overseas Risk Factors
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Policy Analysis

KOR

A Study on the Relationship Between Financial 		
Structure of Korean Firm and Exports
KIM Kyunghun
CHOI Hyelin
KANG Eunjung

This research examined the financial structure of South Korean companies and the effect of financing
constraints on exports. The high dependency of the South Korean companies’ indirect financing
demonstrated that the financial impact of banks affects the exports of the companies that trade with those
banks as their primary banks. It was also shown that depending on the degree of financing constraints by
industry, financing constraints had varied impacts on export. Based on such empirical analysis results, the
research proposed, as its policy implication, micro-finance policies that consider the improvement of the
soundness indicators of banks and the different effects of financing constraints on export by company and
by industry. It is expected that the proposed policy will become one of the effective policy options that the
policymaking authorities can consider to supplement the existing monetary and fiscal policies.

Policy Analysis

KOR

A Study on Abenomics Growth Strategy in Japan
KIM Gyu-Pan
LEE Hyong-Kun
KIM Seung-Hyun
Lee JungEun

Assuming that the Abenomics growth strategy will accompany a considerable amount of structural
reform through legislation, this study first presents a general overview of the Abe administration’s growth
strategy, then examines its results and challenges, focusing on the four policy issues of business
restructuring, corporate governance reform, the 4th industrial revolution, and labor market reform.

43

2016 Annual Report

Policy Analysis

KOR

Structural Changes of the U.S. Economy and Its
Implication on the U.S. Mid-to-Long Term Growth Path
and the Korean Economy
KIM Wongi
YOON Yeo Joon
KIM Jonghyuk	

KWON Hyuk Ju
CHON Sora

Since after the financial crisis, the United States economy has recovered at a rate faster than that of any
other advanced country, and there is a growing interest in the reason for such a speedy upturn. On the other
hand, despite such a recovery trend, there still exists a negative view on the medium-to long-term growth
of the U.S. economy due to its secular stagnation.
In this research, these two views were examined by analyzing the U.S. economy from the perspective of
the change in its economic structure and supply. The analysis results had implications on South Korea’s
medium-to long-term foreign economic policy and growth strategy, which is believed to be the significance
of this research.

Policy References

KOR

An Analysis on Japan’s E-Commerce Market and its
Policy Implications
LEE Hyong-Kun

This research aimed to call attention to the astonishing growth of the Japanese e-commerce market,
which became the fourth biggest in the world in 2014, and to propose policy suggestions for increasing
South Korea’s e-commerce exports to Japan. To achieve this end, this research analyzed Japan’s e-commerce
market and the statistical data on South Korea’s e-commerce exports to Japan, and conducted a survey of
South Korean companies exporting to Japan through e-commerce platforms. To promote South Korean
exports to the Japanese e-commerce market, the study proposed three policy implications: (1) the
establishment of a one-stop system for providing comprehensive support for South Korean exports to the
e-commerce platform in Japan; (2) the diversification of export items; and (3) the simplification of the export
filing procedure.

44

Bright 2016

Working Paper

ENG

The Impact of Chinese Economic Structural Changes on
Korea’s Export to China
SHIN Kotbee
CHOI Bo-Young

In this paper, we examine the structural changes of the Chinese economy and how they affected Korea’s
export to China. Focusing on the evolution of China’s role in the global value chain, we estimate the impact
of China’s external demand and domestic demand. We also shed light on the effect of compositional changes
of China’s GDP on Korea’s exports to China. The results of the VAR analysis suggest that external demand
had a significant impact on Korea’s exports to China prior to 2008, while Chinese domestic demand became
more important afterwards. Moreover, Chinese investment is the most important in determining Korea’s
exports to China and Chinese private consumption is also gaining more relevance in recent periods.

Working Paper

ENG

Government Spending Policy Uncertainty and Economic
Activity: U.S. Time Series Evidence
KIM Wongi

In this paper, I empirically examine the effects of uncertainty about government spending policy on
economic activity using U.S. time series data. To this end, I constructed government spending policy
uncertainty indexes and estimate a proxy SVAR model. The proxy SVAR model with constructed indexes
shows that an increase in government spending policy uncertainty has negative, sizable, and prolonged
effects on economic activity. Moreover, the results imply that the commonly adopted recursive SVAR
model in literature on policy uncertainty systematically underestimates the adverse effect of government
spending policy uncertainty because of the endogeneity issue.
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Working Paper

ENG

International Transmission of U.S. Monetary
Policy Surprises
KIM Kyunghun

This paper examines the international transmission of the US monetary policy surprises from 2002 to
2013. 57 countries’ international linkages are constructed vis-à-vis the US to investigate how the shocks are
transmitted to other countries through those linkages. This paper finds that the equity and debt market
linkages play different role in transmitting the shock and this effect varies over the degree of the US policy
uncertainty index.

Working Paper

ENG

The Effect of Exchange Rate Volatility on Productivity of
Korean Manufacturing Plants:
Market Average Rate Regime vs Free Floating
CHOI Bo-Young
PYUN Ju Hyun

This study examines how exchange rate volatility can influence total factor productivity (TFP) in
various dimensions. Using Korean manufacturing plant-level data for 1990-2007, we first compare and
contrast the effects of exchange rate volatility on TFPs between two different exchange rate regimes—
pegged and free floating. We find that the exchange rate volatility had a negative effect on productivity
in both regimes but this negative effect was greater during the period when exchange rate fluctuation
was restricted, compared to the period with free floating rate. We also find that the negative effects of the
volatility on productivity were heterogeneous over TFP quantiles and exhibited an inverted W-shape
curve. In particular, the negative effects were more pronounced for exporting plants that had the lowest
or highest TFPs.

46

Bright 2016

Comprehensive Chinese Studies

KOR

Structural Changes of the Chinese Economy and Their
Implications on the South Korean Economy
LEE Chang-Kyu
YANG Pyeong Seob
LEE Hyun Tai
OH Jonghyuk
CHO Ko Un
KIM Si Joong

KIM Bu Yong
KIM Kwon-Sik
MOON Ik-jun
LEE Chang-su
CHUNG Young-rok

This report discussed in detail the effects of China’s restructuring policy or the supply reform policy on
South Korean economy and proposed analysis results from various researchers.
First, in attempting to determine the Chinese economy, it is crucial to take a balanced approach
considering both the positive and negative elements. The report thought highly of the Chinese
government’s policy regarding its efforts to resolve structural imbalance caused by the high-speed growth
in the past. Second, the report determined that China possessed the potential to sustain a certain level of
growth in the mid- to long-term, and that, considering the Chinese government’s management capacity,
the possibility of a Chinese economy hard landing would be unlikely, at least in the short term. However,
the report defined the characteristics of the current transitional period of the Chinese economy as being a
drop in growth rate, full-scale transformation of its economic structure, and the increase in uncertainty, and
pointed out that new localization strategies for labor and marketing as well as taking measures to risks
related to the increasing uncertainty in Chinese economy would be required for Korean companies. Third,
the report forecast that China’s restructuring policy, focused on the supply reform, would eventually
directly impact Korean companies in related industries. In particular, if the weeding-out of insolvent
companies and the merger of state-owned enterprises were to go ahead as planned, these would become risk
factors to Korean companies. On the other hand, the report argued that if the citizenship policy for peasant
labors and urbanization made progress in the consumer market and service industry, these would offer the
opportunity for Korean companies in said industries. Finally, the reported analyzed that in the mid- to longterm, China’s target growth rate would be 6.5% to 7%, and accordingly, an effective operation of the
expansive budget policy and loose currency policy would be an inevitable choice for the Chinese
government. According to the report’s model analysis, the potential hard landing of Chinese economy may
not be excluded if such policy support is not provided.
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Policy Analysis

KOR

Korea’s Multilateral Trade Policies in the 			
Changing Global Trade Landscape
SUH Jin Kyo
LEE Hyo Young
PARK Ji Hyun

LEE Joun Won
KIM Do Hee

Amid the global expansion of the anti-trade liberalization mood, international trade is witnessing a
structural decline, and the multilateral negotiations centered on advanced countries are increasing.
Moreover, the era has come where trade and the environment need to be in harmony with each other due to
the implementation of the Paris Agreement on Climate Change.
Considering the key changes that have emerged in such global trade environment, this report proposed
the short-term DDA negotiation strategies and mid- to long-term policy directions for the multilateral trade
policy that South Korea needs to take after the Nairobi Ministerial Conference.

Policy Analysis

KOR

Determinants of Korea’s Import Structure and Its Effects on
Firm’s Distribution
KIM Young gui
PARK Hyeri
KEUM Hye yoon
LEE Seung rae

This study determined South Korea’s import structure within the interaction between exports and
foreign investments to enhance the understanding of South Korea’s import structure, and identified the
effect of import on business distribution through business liquidation and productivity by component.
Based on the study results, the study proposed the introduction of a new import statistics system linked to
exports and imports, the improvement of the trade adjustment, and the establishment of customized
measures based on the import types.
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Policy Analysis

KOR

The Beginning of the China-led New Financial Order and
Korea’s Countermeasures
LIM Hoyeol
LEE Hyuntae
KIM Hongwon

KIM Junyoung
OH Yunmi
CHOI Pilsoo

With the AIIB commencing its operations and the incorporation of the RMB into the IMF’s SDR
currency baskets in 2016, the status of China in the international financial order is rising.
Therefore, this study analyzed the significance of the birth of a China-led new financial order and the
forecast regarding its success, the structure and operation of a China-led international financial organization,
and the internationalization of the RMB and the possibility of the formation of a Yuan bloc. Based on the
analysis, the study aimed to contribute to the establishment of South Korea’s foreign policy on the rapidly
changing global financial order, and to secure national interests, by proposing mid- to long-term policy
strategies for South Korea, strategies for encouraging businesses to participate in the building of the
infrastructure, strategies for encouraging the private financial sectors to participate in the financial
infrastructure, and the direction of the government’s policy support.

Policy Analysis

KOR

EU’s FTA Strategies in its New Trade Policy Initiatives and
Policy Implications
KIM Heungchong
LEE Cheol-Won
LEE Hyun Jean

YANG Hyoeun
KANG Yoo-Duk

In October 2015, EU announced its new trade and investment strategies, continuing its new trends in
trade policy since 2006. It aims to strengthen the accessibility to foreign markets by implementing stronger
and wider-ranging EU-level trade and investment policies, and to carry through other countries non-tariff
goods and services, intellectual properties, and sustainable development and other issues that are closely
connected to EU’s interest. Such a move by the EU shows its clear objective of striving to promote the
globalization of its standards and enhance the employment and growth within the EU zone through FTAs,
the new trade policy’s key means. This study conducted an in-depth analysis of EU’s new trade policy to
determine how EU’s aforementioned objectives could be realized through it. Furthermore, it aimed to identify
the implications of EU’s new trade policy on the direction and contents of South Korea’s trade policy.
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Policy Analysis

KOR

Study on the Strategies for Building Regional Production
Networks in ASEAN Region
KWAK Sungil
CHEONG Jaewan
KIM Jegook

SHIN Minlee
LA Meeryung

South Korea has expanded its mutually dependent economic relationship with ASEAN of late through
direct investment, and now is the time for South Korea to consider how to develop its strategic relationships
in the long term. To strengthen its mutual relations, this paper proposes strategies for establishing South
Korea’s local production network within the ASEAN region.
Towards this end, the study analyzed the experience of establishing local production networks in
ASEAN, and formulated realistic establishment strategies by conducting surveys on and in-depth
interviews with the South Korean businesses that had made inroads into ASEAN and the local businesses.

Policy Analysis

KOR

Analysis of Industrial Policies and Firms Characteristics in
India: Focusing on Firm Size, Profit, Cost, and Productivity
LEE Woong
BAE Chankwon 
LEE Jung-Mi

SHIN Selynn
KIM Shinjou

This study analyzed the characteristics of the businesses in India using enterprise-level data. Towards this
end, it established data on the enterprise-level total factor productivity through the estimation of the
productivity function based on indices and variables like the business size, profits, and costs. Using such data,
it then analyzed the productivity of businesses in India.
Additionally, using the data on South Korean companies in India, the study conducted a comparative
analysis of the characteristics of South Korean companies in India and of Indian companies in South Korea.
Furthermore, it analyzed the industrial structure of India using macro and industrial-level data, and surveyed
the industrial policies of India, which serve as the foundation for the formation of its industrial structure.
Above all, this study is significant in that it laid the groundwork for offering more micro-level and detailed
information on the Indian industries for the South Korean companies and the government’s economic
cooperation with India, by determining the characteristics of the Indian businesses using the data of the
companies that account for about 70% of all the Indian industries.
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Policy References

KOR

Study on the Strategies for Mega FTAs: 				
A Comparative Analysis of TBT Chapters of Korea’s FTAs
YOO Saebyul

This research provides an overview of the TBT (technical barriers to trade) provisions of the FTAs that
have so far been signed by South Korea, and of the studies on the TBT provisions of other mega-FTAs
closely related to South Korea. Based on the WTO agreements on TBT, this study conducted a qualitative
analysis of the TPP chapters of the FTAs previously signed by South Korea, and of the TBT provisions
within the TPP, to propose a technical regulation policy for South Korea as well as negotiation strategies for
future mega-FTAs. Particularly, based on the results of the analysis of the TBT provisions of the FTAs that
have so far been signed by South Korea, the study examined, from the technical policy and systemic
perspective, the effect of mega-FTAs like the TPP or RCEP on South Korea. Furthermore, it aimed to
determine the stance that South Korea should assume and the response strategies that it must employ when
the country enters into another mega-FTA such as the TPP in the future.

Policy References

KOR

An Analysis of Korea’s Non-Tariff Measures: 		
Focused on Data Collection and Classification
KIM Jong Duk
CHOI Bo-Young
EOM Jun-Hyun
CHUNG Min-chirl

Non-tariff measures (NTMs) mean all policy measures besides tariffs that can have an economic impact
on international trade. Such NTMs have emerged as a key element in trade barriers, along with the recent
trend in protectionism. This is a part of UNCTAD’s NTMs DB project, and identifies the NTMs in all the 25
areas of the Korean Law and analyzes the current status in the key areas. The classification of NTMs follows
the classification system of the Multiple Agency Support Team (MAST) centered on UNCTAD and other
international organizations, and the database equally established worldwide based on the above method is
expected to offer basic data for future researches on the economic impacts of NTMs.
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Policy References

KOR

Study of WTO SPS Disputes
KANG Minji

The legitimacy of sanitary quarantine measures, which used to be considered solely under the
sovereignty of a state, has come under the global trade standards with the flow of trade liberalization, and
accordingly, under the framework of the WTO, it is now determined by the Sanitary and Phytosanitary
Measures Agreement (SPS Agreement). Being the product of an agreement among countries with conflicting
interests, however, the SPS Agreement is vaguely defined, and there are many different opinions about its
interpretation and application. It is thus necessary to determine how the SPS Agreement has been
interpreted and applied through a case study of SPS disputes, so as to enhance understanding of the SPS
Agreement, which should then be reflected on the domestic sanitary and quarantine policy and
international trade policy.
This study analyzed the interpretation and application of WTO’s standards on the SPS Agreement by
reviewing dispute cases regarding the SPS Agreement by WTO DSB (WTO Dispute Settlement Body). Based
on the study results, the study aimed to offer reference data with which South Korea could carry out its
sanitary and quarantine tasks and related measures, and to provide basic information for future relevant
academic research by determining the points of the SPS disputes and trends as well as examining their
policy implications.
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Working Paper

ENG

A Short-Term Export Forecasting Model using
Input-Output Tables
PYO Hak K.
OH Soo Hyun

Korea’s export performance has exhibited a remarkable downturn since the end of 2014, declining over
the 12 months of 2015 by about eight percent in nominal terms. Conjecturing this to reflect depreciation of
the Japanese Yen and, during the second half of 2015, of the Chinese Yuan coupled with a sudden decline in
China’s import demand, we apply an Armington (1969)-type trade model to match international trade data
with input-output tables in order to identify the sources of export variation in Korea to analyze the effect of
income (GDP) and exchange rate variation. That Korean exports, given a positive income shock in trading
partner countries, tend to be replaced by foreign alternatives reflects a tightening of technology as well as
price competition in the global market, and suggests as an optimal export promotion strategy for Korea the
pursuit of technological progress and a diversification policy that encompasses both destination and export
products.

Working Paper

ENG

Labor Market Flexibility and FDI:
Evidence from OECD Countries
CHOI Hyelin

This paper studies the impact of the labor market regulations on the FDI and employment and
production of foreign firms for OECD countries. The empirical results reveal that strict labor market
discourages initial entry of foreign firms as well as the employment and production of foreign firms.
Therefore, policymakers should also be attuned to labor market deregulation and non-wage costs, in order to
attract more foreign firms into their countries.
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Working Paper

ENG

Comparative Advantage of Value Added in Exports:
The Role of Offshoring and Transaction Costs
CHOI Nakgyoon
PARK Soonchan

This study tests whether Ricardian comparative advantage is valid for value added in exports that does not
include intermediate inputs imported from various industries in a number of countries. Using a panel data on
valued added contents of bilateral exports, we find that changes in the labor productivity lead to growth of
value added in exports. This implies that Ricardian comparative advantage is an important determinant of
exports in longitudinal changes.
The estimated coefficients of the observed productivity turn out to be larger than those of CDK (2012),
implying that Ricardian comparative advantage has greater influence on determining the patterns of trade in a
world with global value chains. This study also investigates the role of offshoring and transaction costs in
comparative advantage.
We use data on value added in exports, offshoring in materials and services, and transaction costs at the
country and industry-level for the period 1995-2009 calculated from World Input-Output Table which covers
40 countries and 14 manufacturing industries. Employing a system GMM estimator to alleviate the potential
endogeneity problem, we find that services offshoring has positive effects on comparative advantage while
material offshoring affects it negatively. We also find that transaction costs have a negative effect on
comparative advantage. Moreover, it turned out that there is a magnification effect of transaction costs on the
induced value added in exports.
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Working Paper

ENG

Trade in Intermediate Goods:
Implications for Productivity and Welfare in Korea
KIM Young Gui
PYO Hak K.

Several studies focused on trade in intermediate goods as a key feature of recent global trade. In the case
of Korea, about 50% of total exports and 70% of its total imports are intermediate goods trade. This paper
contributes to the discussion about the trade in intermediate goods and productivity by revisiting Basu
(1995), Jones (2011), and Lee and Pyo (2007) to examine implications of trade in intermediate goods for
macroeconomic business cycles and productivity and welfare at the current stage of Korean development.

APEC Study Series

ENG

Paths and Strategies towards the FTAAP: 		
Linking Integration and Inclusive Growth
CHOI Byeong-il

While the pathway to the Free Trade Area of the Asia-Pacific (FTAAP) has been intensely discussed
with a focus on its architecture, something has been missing: how to link trade and investment
liberalization with inclusive growth of the APEC economies. The APEC economies have been
increasingly open to trade and investment, but domestic distortions persist. The consequences have been
less beneficial effects of trade and investment liberalization to domestic stakeholders. In particular, lessadvantageous minorities have become more vulnerable to external economic shocks. If these failures are
not urgently and seriously addressed, political support for further integration towards the FTAAP will
continue to weaken.
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APEC Study Series

ENG

The Economic Effects of Labor Force Enhancement in the
Asia-Pacific Region by Trade Liberalization
SUNG Hankyoung

This paper uses the most recent Global Trade Analysis Project (GTAP) DB version 9 and a recursive
dynamic computable general equilibrium model (CGE) to analyze the economic effect of enhancement in
labor productivity that trade liberalization has in the APEC. In particular, unlike the previous studies that
apply tariff reduction, this paper focuses on the changes in labor productivity reported by Ahn et al . (2016).
The results show an increase in the real GDP of countries with gains in labor productivity. In particular, the
results of this study indicate that the benefits of trade liberalization would be even larger for developed
countries with a similar level of gains in labor productivity. It is also suggested that the efficiency of
production structure or scale of economy may work for developed economies. In conclusion, this paper
suggests another reason to pursue trade liberalization within in the APEC region.

Studies in Comprehensive Regional Strategies

KOR

India’s TBT and SPS: Institutions,
Cases and Impact on Exports to India
LEE Woong
LEE Jung-Mi
KIM Shinju
JANG Yong Joon

Amid the expansion of TBT and SPS, which are key NTMs, this study surveyed the government
organizations and various systems and policies in India related to TBT and SPS, and analyzed key trade cases
and the effect of the TBT and SPS in India on exports to India.
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Policy Analysis

KOR

Policy Challenges for Supporting the
Internationalization of SMEs in the New Normal Era:
Focusing on Taiwan’s Case
LEE Seungshin
LEE Hyuntae
NA Suyeob

CHO Gowoon
OH Yunmi
LEE Jungoo

This report proposed support plans for the South Korean SMBs’ expansion into foreign markets and
participation in GCV by reviewing the characteristics of Taiwan’s support policy for its SMBs’ expansion
into foreign markets, the analysis results of successful GVC participation cases, and the challenges that the
South Korean SMBs are bound to face when expanding into foreign markets. For the support plans, the
study proposed the integration of the government agencies that support SMBs, and the improvement of
their accessibility; the recognition of the need for selective support, of the importance of offering
information for new markets, and of the expansion of the support services; and the benchmarking of
Taiwan’s export expansion program, which targets new and emerging markets. Also, for support plans for
encouraging the SMBs’ participation in GVC, the report proposed the establishment of SMB clusters, the
encouragement of SMBs to participate in foreign manufacturing networks, and the expansion of the SMBs’
participation in GVC through business matching and global marketing.
Policy Analysis

KOR

Public Private Partnership (PPP) in Latin America’s
Infrastructure market and policy suggestions for Korea
KWON Kisu
KIM Jino
PARK Misook
YI Siun

This study aimed to propose expansion plans for the South Korean companies to advance into the
Central and South American infrastructure markets, which, thanks to the recent promotion of proactive
infrastructure development projects, are attracting interest as the next infrastructure market, as an
alternative to the stagnant Middle East market. Particularly, this report focused on exploring plans for the
South Korean companies’ participation in the PPP market by conducting an in-depth analysis of the PPP
policy and system, operation conditions, and case studies in key Central and South American countries like
Chile, Mexico, Peru, and Columbia.
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KOR

Policy Analysis

Lower Oil Prices and Economic Cooperation between
Korea and the Middle East
LEE Kwon Hyung
SON Sung Hyun
JANG Yunhee
RYOU Kwang Ho

Despite some concerns that the South Korea-Middle East economic cooperation will decrease due to the
recent oil price decline, the researchers believe that low oil prices can offer an opportunity for the GCC
countries to improve their economic structure. This study is significant in that it proposes plans to build
sustainable economic cooperation between South Korea and the Middle East countries towards mutual
growth.

Policy Analysis

KOR

An Analysis of Urbanization in Africa and its Implication
for Korea’s Cooperation in Infrastructure Development
PARK Young Ho
BANG Ho Kyung
CHEONG Jaewan

KIM Yejin
Lee Boyan

The African countries consider sustainable urban development a core government development
strategy, which is composed of an urban development policy, the restructuring of the country’s material
and systemic infrastructure, the development of new cities, and the establishment of an urban
manufacturing infrastructure, among others. The promotion of a pan-African infrastructure development
project, which connects the key strategic cities in Africa to one another, is also in progress, with the aim of
establishing development corridors through which to promote economic integration in Africa. Such
urbanization in Africa offers South Korea opportunities for both development and economic cooperation.
This study dealt with urbanization, one of the issues related to the changes in the economic and social
development paradigms in Africa owing to the conduct of in-depth urbanization therein and to the desire
to obtain South Korea’s cooperation in the infrastructure sectors.
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Policy References

KOR

Overseas Expansion Strategy of Major Countries’ Firms
toward Viet Nam and the Implications for Korea
KWAK Sungil
LEE Jaeho

As the USA’s expansion to Vietnam clashes with the interests of China, the conflict between USA and
China over Vietnam is on the rise. To enhance the success potential of the South Korean companies in such
a situation, it is necessary to understand the competing countries’ strategies for expansion to Vietnam as
well as Vietnam’s policy for attracting foreign investment. As such, this paper proposes to the South Korean
government the following strategies: (1) the establishment of industrial complexes; (2) the preparation of a
channel for the new and existing South Korean companies in Vietnam to share their experiences, and the
formation of an investment promotion system; (3) the strengthening of the small and mid-sized South
Korean and Vietnamese companies; (4) the installation of a mediating channel for the sharing of production
facilities among the South Korean companies in Vietnam; (5) the preparation of a negotiation channel
between the Vietnamese government, the South Korean companies, and the South Korean government; and
(6) the expansion of the “VIETNAM+1” system as a new business model in Southeast Asia.
Policy References

KOR

A Study on Changes in the Russian Economy Following the
Outbreak of the Ukrainian Crisis, and Its Implications
PARK Joungho
SUNG Weon-Yong
KANG Boogyun

This study aimed to analyze the current condition of the Russian economy after the Ukraine crisis, and to
propose policy implications. The Russian economy has rapidly fallen into a dreadful state of late. Analyzing the
effects of the West’s economic sanctions and of the current low oil prices on the overall Russian economy will
help shed light on the essence of the current Russian economy and on the changes in the characteristics of the
relationship between the West and Russia. The prolongation of the war of economic sanctions between the
West and Russia, and the consequent confrontation framework, have greatly limited the South Korean
government’s Russian policy. It is time to establish a new practical cooperative structure between South Korea
and Russia, to continue expanding the private and governmental networks, and to strive for a turn to a new
direction towards the development and promotion of South Korean-Russian cooperative projects. Rather than
focusing merely on one-off projects, this paper proposes the development of mutually beneficial cooperative
plans from a new perspective that can offer a practical boost to Russia’s economic development.
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Policy References

KOR

Country Risk Management for Construction Projects in
Emerging Countries
EOM Jun Hyun
SON Sung Hyun
GWUN Ka Woen

Following the 2008 financial crisis, the global construction market shared by Europe and the U.S. has
decreased, and the construction markets of the developing countries in Asia, the Middle East, and South
America have increased. Consequently, the South Korean construction companies are facing higher risks in
advancing into the developing countries’ construction markets. The recent oil price decline has given rise to
financial problems in the oil-producing companies in the developing countries into whose construction
markets South Korean companies have actively expanded. As such, these countries are either stopping their
construction projects or delaying the project payments, which has raised the level of uncertainty.
Due to the declining government income, it is expected that these oil-producing countries will continue
to increase the ratio of their development projects for investment. As such, it is believed that if the South
Korean companies expand the ratio of their development projects for investment, the risks to consider will
soar compared to the risks for simple subcontract projects. Therefore, this study aimed to identify the
implications by conducting a case study on international investment projects related to the potential risks
that the South Korean companies may face in the developing countries’ construction markets.
Policy References

KOR

Analysis of the Chinese Regional Startup Eco-system and
its Implications: With a Focus on Chengdu and Wuhan
OH Jonghyuk
PAK Jinhee
KIM Hong Won

Due to the stagnant economic growth of China and the increasing difficulty of finding jobs therein, the
government is actively promoting entrepreneurship. In the 13.5 Plan, whose implementation started in
2016, “public entrepreneurship and innovation” (大众创业, 万众创新), which signifies the creation of an
environment for encouraging everyone to set up a business and to become an innovation leader, and
“entrepreneur” ( 创客), or one who sets up a technology-based business, have emerged as keywords.
Furthermore, there is a growing number of incubator-style public entrepreneurship spaces. Therefore, this
study determined the current status of and investment in entrepreneurship in China, as well as the relevant
policy directions. It also analyzed and consequently cited implications on the entrepreneurship ecosystem in
Chengdu and Wuhan, the two cities expected to enter into an entrepreneurial cooperation with South Korea.
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Working Paper

ENG

A Predictive System for International
Trade Growth
CHON Sora

The objective of this paper is to suggest a new predictive system for international trade, based on an
unobserved component model. We employ the predictive system developed by Pástor and Stambaugh
(2009), which is unlike other conventional predictive regression models. This paper derives an equivalent
linear predictive regression from the predictive system, and explains why the proposed predictive system is
able to achieve superior out-of-sample predictive power. When predictors are imperfect in an estimated
equation, the equation fails to utilize all information from the predictors’past history, and unexplained
variations are captured by residuals in the estimated equation. With the use of the predictive system, we can
more effectively deal with the dynamics of imperfect predictors. For empirical illustration, we show that, in
the case of Korea’s export and import growth rates, the predictive system has better out-of-sample predictive
powers than the conventional regressions based on Root Mean Squares Error (RMSE). Results from an outof-sample analysis show that, compared to the benchmark model, the predictive system improves forecast
precision by 18.90% for the export growth rate, and by 7.95% for the import growth rate.

Working Paper

ENG

To Whom does Outward FDI Give Jobs?
KANG Youngho
WHANG Unjung

In this paper, we examine the impact of outward foreign direct investment (OFDI) on the overall
employment in a sourcing country, using Korean industry-level data for the period 2007-2014. We further
decompose the effects of OFDI into types of foreign investment and workers’skill levels, separately for each
employment status (permanent and temporary), so that we capture whether the MNEs initiating foreign
investment prefer to employ temporary instead of permanent workers, which is an important issue for both
researchers and policy makers.
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Working Paper

ENG

A New Measure of Inter-industry Distance and 			
Its Application to the U.S. Regional Growth
YOON Yeo Joon
WHANG Un Jung

We propose a new measure of inter-industry ‘distance’. This is constructed a la Antras et al . (2012). While
they measure the distance of an industry from its final use –what they call ‘downstreamness’ of an industry–
we measure the distance between a pair of industries. Our proposed index is a measure of input-output
linkagesbetween industries that incorporates a ‘distance’ flavor. Our measure distinguishes the number of
vertical production stages that an industry’s product goes through until it is finally used by another
industry by assigning larger weights to the value of input use with longer production chains. Hence our
measure contains more information on the relation between two industries along the vertical production
chain. We use this index to construct an aggregate measure of ‘industry connectedness’ of regions in the U.S.
It measures the degree of industrial linkages of a region. We then empirically establish that each region’s
labor productivity is positively associated with the ‘industry connectedness’. The result contributes to the
large literature of agglomeration economies that the industrial linkage is one of the main sources of
agglomeration economies and productivity growth, as emphasized by Marshall. (1920). It also suggests that
our index can serve as an alternative measure of the industrial linkages.
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Studies in Comprehensive Regional Studies

KOR

Development Potential of China-Mongolia-Russia
Economic Corridor and Korea’s Linkage Plan
JEH Sung Hoon
NA Hee-Seung
CHOI Pil Soo
Lkhagvadorj Dolgormaa

In June 2016, China, Mongolia, and Russia established the “China-Mongolia-Russia Economic Corridor
Construction Program,” which includes some 32 projects. The concerned economic corridor is being
promoted by the key partner countries of South Korea’s Eurasia Initiative. Having implemented a low-risk,
small-multiple-party cooperation method, this project has a potential to be expanded if the North-South
relationship improves, and therefore, the connection to this economic corridor is believed to be an
alternative cooperative model that can realize the basic roadmap for the Eurasia Initiative.
The review results of the key projects proposed by the China-Mongolia-Russia Economic Corridor
construction program are as follows. First, as the transport and distribution infrastructure connection plan,
the study proposes that efforts be made to entice investors to invest in the development of transport and
distribution routes that are advantageous to South Korea, in the development of the China-Mongolia-Russia
transport infrastructure linked to the Tumen Transport Corridor, and in the connection of the East
Mongolian Railway Network to Najin Port; to provide support for the joint development of the global
distribution information system; and to participate in the development of a cross-border international
distribution complex. Second, the industrial cooperation plan will need to include the establishment of oil
refinery facilities, the use of cross-border economic cooperation zones, the establishment of an electricity
infrastructure, and taking early measures to supply Mongolian agricultural goods.
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Studies in Comprehensive Regional Studies

KOR

Selected Promising Industries in Slovakia and
Industrial Cooperation between Korea and Slovakia
LEE Cheol-Won
LEE Hyun Jean
LIM You-Jin

This study targeted Slovakia, which has enjoyed the most dynamic and successful economic development
among the EU members, and into which South Korean companies have been actively making inroads, and
conducted an in-depth analysis of its automobile and infrastructure industries to present a plan to enhance and
expand the South Korea-Slovakia industrial cooperation. A total of 37 companies, mainly the South Korean
companies in Slovakia, responded to the survey on the Slovakian market environment. The results showed that
while the internal capacity of these South Korean companies was higher than the average, most of them were
not satisfied with the market opportunities and with the risk minimization. Based on such results, the study
proposed a strategy that considered both the external and internal environmental factors for the development
of better market penetration strategies for the South Korean companies.

Studies in Comprehensive Regional Studies

KOR

Political, Economic and Sociocultural Uncertainty
in the Emerging Market Turkey
YANG Oh-Suk
SEO Min-Gyo
YANG Min Ji

This study examined the uncertainty factors in Turkey by politics, society, and economics, based on
survey data from Turkey, data from World Values Survey, and Datastream. It was shown that while the
country promoted systemic stability by emphasizing its civil identity and through political communication
(trust), sharing the national vision did not alleviate the political uncertainty. In terms of the society, the
people’s awareness of social integration and of their civil identity increased the multiculturalism in Turkey,
but the tribal identity and alienation of the immigrants worsened the embracing of multiculturalism. In
terms of the economy, the foreign exchange rates, economic mood, risks related to the transaction partners,
and dependence on strategic imports were shown to be the determinants of Turkey’s economic uncertainty.
Furthermore, the determinants differed between high and low volatility.
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Studies in Comprehensive Regional Studies

KOR

The Economic Development Strategy and
Foreign Relations of Iran
BAEK Junkee
KIM Taehyung
RYU Deockhyun
YOON Sungwook

This study aimed to produce a sustainable cooperation plan between South Korea and Iran, a middlepower country that has considerable strategic value due to its key geopolitical location and abundant natural
resources. A detailed analysis of the relationship between Iran, which has garnered worldwide interest due to
the recent lifting of the West’s economic sanctions on it, and big powers like the USA, Russia, and the EU
was conducted to identify Iran’s foreign policy patterns. Also, an inclusive assessment of Iran’s
macroeconomics, industrial structure, and financial situations was performed to paint an accurate picture of
the country. Therefore, it is hoped that this study will present useful implications to the South Korean
government, which wishes to establish a long-term cooperative relationship with Iran.

Studies in Comprehensive Regional Studies

KOR

Corruption in Latin American and Its Implications
on Korean Policy
PARK Yun-Joo
KIM You-Kyoung
KIM Chong-Sup
SEO Ji-Hyun

SON Hye-Hyun
LEE Mee-Joung
YI Sang-Hyun
LIM Taekyoon

Corruption in Latin America is not a temporary issue but a chronic social irrationality whose abolition
has long been desired. This study aimed to cite implications that could not only deepen the Latin American
studies but also be used in the South Korea-Latin America relations by conducting an in-depth analysis of
the corruption in Latin America, which is recently receiving attention again.
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Studies in Comprehensive Regional Studies

ENG

Evolving Digital and E-Commerce Trade Rules 		
for Northeast Asia
Deborah Kay Elms

How should digital trade and e-commerce best be regulated? Governments have hitherto tried to adapt
off-line rules and legislation to an on-line world, but these have proved increasingly inadequate. This paper
examines the rapidly changing landscape of digital trade and e-commerce in Northeast Asia. It looks at new
technologies being used in China, Japan, Hong Kong, South Korea and Taiwan. It studies legislative and
regulatory changes in each country to show how differently each government is handling aspects of
e-commerce and digital trade. None matches up well currently to what might be considered “best practices”
and all show regulatory fragmentation. Firms trying to operate in the space–especially smaller companies–
will struggle. Ultimately, digital trade should be handled at a regional or global level. The paper looks at how
new trade agreements like the Trans-Pacific Partnership (TPP) and the Regional Comprehensive Economic
Partnership (RCEP) address digital and e-commerce. Given that digital trade knows no boundaries,
eventually the best regulatory and legislative practices started in Asia will need to go global.
Studies in Comprehensive Regional Studies

ENG

Regional Inter-dependence and Vietnam-Korea
Economic Relationship
Tran Toan Thang
Nguyen Dinh Cung
Dang Quang Vinh
Dang Thi Thu Hoai
Truong Minh Huy Vu

Thai Thu Phuong
Hoang Thi Hai Yen
Tran Thi Thu Ha
Pham Viet Tuan

The world is changing, and more critical changes have been witnessed in East Asia with the emergence
of China, which has shaped the economic and geopolitics patterns and inter-dependence among countries.
This book aims at investigating the trade and investment dependence of Vietnam on Korea given the
increasing economic integration and the more unstable geopolitics in the region. It makes clearer the
concept of trade bilateral dependence with the presence of the third parties. By using spatial gravity
approach, it also points out the importance of geopolitics factor as well as FTAs in determining the trade and
investment flows. The role of some major regional economies should not be neglected. Either the
improvement in their institution or their economic slowdown significantly influences the trade and
investment relation of Korea and Vietnam.
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ENG

The Future of Korea’s Trade and Business Portfolio in
North Africa: A Deep Horizon Political Economy Scan
of Algeria, Morocco, and Tunisia
Mark Abdollahian
Jaehoon Lee
Zining Yang
Khaled Eid

Since 2000, Korea’s trade volume with North Africa has increased to over $15 billion and a trade surplus
of $7 billion. However recent political unrest across North Africa, especially in Algeria, Morocco and Tunisia,
could threaten to significantly impact Korea’s trade, investment and diplomatic activities across the region.
As economists have long established the relationship between political stability, economic growth and
foreign direct investment, this study performs a deep horizon scan on domestic political stability in Algeria,
Morocco and Tunisia.
We use an agent based computational economics (ACE) model called SENTURION to anticipate likely
political stability outcomes, scenarios and potential macroeconomic impact. We then offer specific policy
and investment advice for Korean business, trade and investment activities in each country, focusing on
risk, sectoral and investment strategies given likely political and macroeconomic performance and resiliency
in each country.
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Comprehensive Chinese Studies

KOR

Changes in the Employment System in the Chinese
Manufacturing Industry under the 13.5 Plan
CHO Sung-Jae
OH Sung Jeong
JUNG Seon Wook
YOON Jong Seok

LEE Joon Gu
WANG Kan
LUO Siqi
MENG Quan

It is expected that China will experience yet another change in employment under the 13.5 Plan. The
creation of a “harmonious society” to cope with the worsened income redistribution as a result of the laborconcentrated industrial strategies has emerged as the main government policy until now, but the next-stage
policies to take measures to cope with the rapidly increasing wages are being actively discussed. As both
foreign and Chinese capital are rapidly moving outside China, such a fast increase in wages would not be
desirable for keeping or creating new jobs. As such, each municipal government recently started to slow
down the speed of wage increase.
This study aimed to examine the changes in the Chinese labor market, the labor-management relations,
and the labor policies by sector and region. Through the matrix study on the automobile, mobile, TV and
display, and shipbuilding industries, and on the Guangdong and Jiangsu regions, the most recent changes
in the Chinese industry and labor market were identified. Field trips to business establishments were the
core methodologies for both the South Korean and Chinese researchers, further supplemented by literature
review and interviews and discussions with specialists. Such qualitative methodologies and field-oriented
approaches are vivid research methodologies that connect reality and theory, through which it was
determined that practical implications for the government, industry, and knowledge society would be
obtained. This study focused on the manufacturing industries, considering that despite the rapid
development of China’s service and IT industries, it is still a manufacturing-oriented country, and its service
and IT industries would advance along with the manufacturing industry, which would function as the
bones and muscles of the country.
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KOR

China 13.5 Planning Development Forecast 		
of the Distribution in China, and Proposed Strategies
LEE Ju-Ho
KIM Beom-Joong
KIM Chan-Ho
KIM Eun-Su
CHANG Hyun-Mi
LEE Ju Won

WANG Nuo
LIU Zhai Min
YANG Bin
WANG Jang Chung
Zhong Min

The 13.5 Plan, announced in March 2016, includes China’s strategies for establishing and integrating its
distribution infrastructure, the changes in its promotion policy for its distribution industry, and various
promotion strategies for its distribution sectors, such as the maritime transport and ports. To improve its
deteriorated distribution sector, the Chinese government had actively invested in the distribution
infrastructure and distribution industry under the 12.5 Plan. Consequently, the ratio of the distribution
costs to the domestic production improved from 17.8% in 2010 to 15% in 2015.
The 13.5 Plan includes all the distribution sectors and is expected to have a considerable impact on South
Korean companies and the South Korean government. The riskiest factors that could also offer the largest
opportunities would be the mergers among the Chinese shipping companies, the restriction of vessel entry
to prevent port air pollution, the overseas port investment as part of the “One Belt, One Road” Project, and
the opportunities for new businesses based on the activation of e-commerce transactions.
The South Korean government should help all the concerned sectors, including the maritime shipping
companies, ports, shipbuilding, and other equipment industries, to work together to take preemptive
measures in relation to the port environmental regulation policy, so as to minimize the maritime
companies’ burden and to create markets that will bring new vitality to the remodeling or construction of
LNG bunkering, LNG propulsion vessels, and ports, and to the shipbuilding and related-materials industries.
The Chinese government’s e-commerce promotion policy will be an opportunity for the South Korean
companies to make inroads into the new distribution market. Twelve cities, including Shanghai, Chongqing,
Hangzhou, Shenzhen, Qingdao, Tianjin, and Dalian, were selected as e-commerce model areas, and each city
will be equipped with a one-stop e-commerce service system offering overseas online shopping platforms,
transactions, and distribution. Therefore, the South Korean companies need to proactively consider offering
distribution center businesses in Shanghai, Qingdao, Weihai, and Shenzhen. One of the core strategies in the
13.5 Plan is the promotion of the “One Belt One Road” initiative. It is therefore expected that the Chinese
companies will continue investing in overseas ports. Priority will be given to Kenya, India, Sri Lanka,
Pakistan, and Malaysia, and therefore, joint investments in these regions need to be promoted.
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KOR

South Korea-China Cooperative Plans in the Agricultural
Product Processing and Distribution Industries: 			
With Focus on China’s One Belt One Road Regions
EO Myong Geun
JUNG Jung Gil
JEON Chang Gon

JI Seong Tae
IM Chae Hwan
HAN Yijun

The aim of China’s One Belt One Road strategy is to connect some 60 countries with the region’s 4.4
billion population through land and maritime infrastructures under the leadership of China, and to activate
the financial cooperation and expand the exchange of human resources among such countries so as to
establish a 21-trillion-dollar-worth Eurasia economic zone. South Korea’s Eurasia Initiative is a plan to
alleviate the tension in the Korean Peninsula and to establish the foundation for the Korean reunification
by encouraging economic promotion, establishing the groundwork for new jobs, and attracting the North
to open its doors to the world through inter-country economic cooperation in the Eurasia region.
These two strategies of South Korea and China have common objectives: the establishment of a
distribution, transport, and energy infrastructure; the creation of a single mega-market; and securing peace
and prosperity in Asia. Therefore, it is expected that the combination of these two projects will bring about
huge synergy. Particularly, there is an urgent need for cooperation between the two countries in the
agriculture industry. The 18 provinces and cities in the One Belt One Road region have higher percentages
of agricultural sectors and poor infrastructure in the agricultural product processing and distribution
sectors, with deteriorated technologies and facilities. On the other hand, the same industries in South Korea
have reached a considerable level of both technological and economic growth. Under the 13.5 Plan’s five
development ideals (innovation, openness, sharing, balance (cooperation), and eco-friendliness), agriculture
has great importance.
The aim of this study was to seek the mid- to long-term sustainable development of the agricultural
sectors in both countries by proposing mutual development plans based on China’s One Belt One Road and
South Korea’s Eurasia Initiative strategies, and by presenting a bilateral cooperative model in the agricultural
product processing and distribution sectors for the One Belt One Road region.
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KOR

Policy Analysis

Economic Development Strategy of Major Central Asian
Countries and its Policy Implications for Korea
PARK Joungho
KANG Boogyun
MIN Jiyoung

YUN Chi Hyun
GWUN Kawon
Yevgeniy Khon

This study aimed to analyze the basic direction and core features of key Central Asian countries’
economic development strategies, and to present plans to expand the economic cooperation. Amid the
growing uncertainty of the global economy, the biggest interest of the Central Asian governments is the
reduction of their dependence on energy and mineral resources, and their future-oriented and sustainable
economic growth through their industrial diversification and the modernization of their economy.
Therefore, South Korea should prepare a plan for mutual economic cooperation that meets key Central Asian
countries’ new economic development policy. As a measure to expand economic cooperation, this report
proposes the holding of regular senior-level meetings, the establishment of a South Korea-Central Asia
economic cooperation committee, the establishment of a South Korea-Central Asia industrial cooperation
fund, and the provision of support for the nurturing of specialists required for industrial diversification.
Studies in Comprehensive Regional Strategies

Korean Firms’ Investment in Central and Eastern Europe
for 10 Years and the Policy Implications for Promoting the
Network of Trade and Investment

KOR

KANG Yoo-Duk
LIM You-Jin

For trade in Europe, particularly export promotion, it is necessary to conduct a detailed analysis of the
already-established trade-investment network in Central and Eastern Europe, besides the direct export to
Western Europe, and to establish promotion or restructuring strategies. This study examined the changes in
the Central and Eastern European economy, with focus on Slovakia, the Czech Republic, Poland, and
Hungary, and the current status of the South Korean companies’ advancement into these markets for the
last 10 years, and investigated the investment-export relationship by analyzing the industrial data.
Furthermore, it aimed to determine the similarities and differences of the investment strategies of South
Korea, China, and Japan in Central and Eastern Europe by conducting a comparative analysis of the South
Korean, Japanese, and Chinese investment-trade patterns in Central and Eastern Europe. Ultimately, it
aimed to contribute to the preparation of the South Korean companies’ investment-trade network strategies.
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KOR

Cross-Border Development Cooperation Promotion
Strategies Responding to One Belt One Road: With Focus
on the China-Mongolia-Russia Economic Corridor
LEE Hyun-Ju
LEE Baek-Jin
EO Eun-Ju

KIM Won-Bae
SONG Kui

It is expected that China’s strategic plan for One Belt One Road will lead to an increase in large-scale
infrastructure construction projects and demand for local development projects in surrounding countries.
Accordingly, South Korea needs to consider collaboration opportunities in line with China’s One Belt One
Road strategy toward the realization of its Eurasia Initiative. Among the Six Economic Corridors promoted
by China’s One Belt One Road strategy, the China-Mongolia-Russia Economic Corridor does not only
include key target areas of South Korea’s Eurasia Initiative, but it also has the potential to be directly linked
to local development in the Northeast region, including North Korea, in the future. Therefore, it is necessary
for South Korea to observe the progress of the Economic Corridor projects strategically conducted in this
region to assess the possibility of participating in it in its policy and enterprise level. This report aimed to
review the key aspects and development plans and projects of the China-Mongolia-Russia Economic
Corridor, which is strategically important for the Korean Peninsula since South Korea strives to establish
cooperation between China’s One Belt One Road and its Eurasia Initiative. Generating cross-border
development cooperation promotion strategies is also a major objective.
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Policy Analysis

KOR

Analysis of the Mid to Long-Term Effect and
Promotion Strategy of an Inter-Korean CEPA
LIM Soo Ho
LEE Hyo-Young
CHOI Jang Ho

CHOI Yoojeong
CHOI Jiyoung

This study reviewed the necessity and possibility of a North-South FTA and promotion plans in
preparation for the expansion of North-South economic cooperation and North-South economic integration.
Currently, the trade practices of North-South economic cooperation may be a violation of regulations under
the GATT/WTO system, particularly the most-favored-nation clause and the WTO SCM agreement. This
study verified that the most realistic measure that can be taken to cope with such issues would be the
North-South CEPA. It would be desirable to seal the North-South CEPA in an inter-organizational contract
rather than in an inter-governmental agreement, and considering the “dynamics” of the North-South
relationship, it would be reasonable to seal the agreement in the China-Hong Kong style than in the ChinaTaiwan style. Furthermore, the promotion of the North-South CEPA should focus less on its short-term
economic effect than on its longer-term integration effect, and for some period after the CEPA
implementation, a positive effect should be guaranteed for the economically weaker party for a certain
period of time after the sealing of a CEPA.
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Policy Analysis

KOR

Neighboring Countries’ Sanctions against North Korea
and Changes in Trade
CHOI Jangho
LIM Sooho
RHEE Jung-kyun
IM So Jeong

This study aimed to review the history and contents of, and the key issues related to, the previous
sanctions on North Korea, and to determine how the sanctions on North Korea had transformed the trading
structure between North Korea and its neighboring countries. Based on the results of the examination, the
study proposed policy plans for the South Korean government to effectively prevent North Korea’s
development of nuclear bombs. This study is significant in that (1) it classified the effects of the sanctions
on North Korean trade into cessation, substitution, detour, and creation, and conducted an empirical
analysis of each case; (2) it demonstrated that North Korea’s increased trade dependence on China after the
imposition of the sanctions on its trade cannot be explained only by the increases in the amount of trade
between the two countries but should include the detour trade among North Korea, China, and a third
country; and (3) it enhanced the consistency of the study by re-verifying the concepts established in this
study through field surveys. The denuclearization of the Korean Peninsula is an objective that should be
achieved not only to improve the North-South relationship but also to promote peaceful coexistence in
Northeast Asia. It is hoped that this research will pave the way for the establishment of an effective policy
on North Korea.
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Policy References

KOR

Estimation of China’s Investments on North Korea
after the 2000s
LIM Sooho
KIM Junyoung
HONG Seokki

This study aimed to estimate the time series data of China’s investment in North Korea (2000-2015).
Towards this end, it presented issues shown by the official and unofficial data related to China’s investment
in North Korea, and proposed independent estimates by adjusting the existing data using the investment
data and alternative variables by business. The study results showed that the total investment (sum of flows)
with the sum of all the other areas was about $1.0116 billion between 2003 and 2014, which is 2.42 times
higher than $413.99 million, the sum of investment flows presented by the Chinese Department of
Commerce in the same period. Compared to the statistics obtained from the Chinese Department of
Commerce, there is a possibility that a considerable amount ($48.93 million) per year was omitted from the
data. Much of the omitted amount is estimated to consist in investments in facilities, and it is highly
probable that such type of investment in North Korea is continuing. Based on the above reasoning, it is
necessary to reconsider North Korea’s foreign exchange earning rate. If a considerable amount of the
increased exports of North Korea’s underground resources has been the price of the facility-type investment
since the 2000s, North Korea’s foreign exchange earning rate may not be as large as expected.
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Policy Analysis

KOR

A Study on Korea’s Cooperation Strategy along with
the Sustainable Development Goals: Focusing on
the Trade and Climate Change Policy Coherence
KWON Yul
JUNG Jione
HUR Yoon Sun

JEONG Jisun
LEE Ju Young

This study reviewed the direction of the development cooperation policy, established detailed objectives
and implementation indices since the adoption of SDGs, and analyzed key policy issues and disputes on
trade, development, and climate change. To achieve the global development objectives, it is necessary to
derive systematic policy directions so that policy consistency can be maintained and so that a new global
partnership can be established. Towards this end, this study presented a multilateral plan to promote trade
with and investment in the developing countries, and to connect climate change and ODA under the new
climate system through the connection of the preferred tariff measures for the poorest nations to the ODA,
and the introduction of the GSP system.

Working Paper

ENG

China’s Development Finance to Asia:
Characteristics and Implications
OH Yoon Ah

This study examined the determinants of China’s development finance to developing countries,
focusing on Asia, from 2000 to 2012. It uses a recent version of China AidData, one of the most reliable and
publicly available data sources that systematically collect and differentiate China’s official development
financial flows. The findings show that China’s allocation decision for concessional development flows has
mixed motives of humanitarian, commercial, and strategic interests. It is noteworthy that China’s aid
appears not to be in competition with that of the established donors in this period. Yet, substantial regional
variation is observed, suggesting that different regional dynamics are at work.
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Working Paper

ENG

Access to Credit and Quality of Education in Vietnam
HUR Yoon Sun

This paper tries to determine the relationship between two of growth engines in Vietnam: access to
credit and education. To avoid potential bias due to the endogeneity of access to credit variable, this paper
utilizes the propensity score matching. This paper takes advantage of the Young Lives Survey of Vietnam
that collected information on children of various ages to observe the effect of credit access in different stage
of childhood. The result of propensity score matching analysis shows that the quality of education,
measured by test scores, is impacted significantly by access to credit when the child is young and household
income is low. However, when the child is older, most of the input to enhance the quality of education
comes from outside of household resources, such as school, friends, and teachers, and the access to credit
status of the household does not have significant effects on the quality of education.
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Policy Analysis

Digital Innovation and Policy Challenges: Focused on
Major Countries’ Cases and Their Implications
KIM Jeong Gon
NA Seung Kwon
JANG Jong-Moon

LEE Sunghee
NO Suyeon

As the Internet and ICT are attracting much attention as core elements promoting industrial innovation,
there is a growing effort by each country to achieve digital industrial innovation through policy establishment.
This report systematically presents the theory of digital industrial innovation, verifies the productivity
ripple effect by industry of ICT as a universal technology, and conducts a comparative analysis of key
countries’ digital industrial innovation capacity by factor. Furthermore, it performs a systematic analysis
and impact assessment of the policies of the USA, EU, Germany, Japan, and China, which are leading the
digital industrial innovation. The results of such analysis and assessment, and of the review of South Korea’s
relevant policy, will be used to propose policy directions for digital industrial innovation.

Policy Analysis

KOR

Utilization of International Carbon Market under 		
the Paris Agreement
MOON Jin-Young
JUNG Jione
SONG Jihei
LEE Sunghee

This paper presents the application plan of the global carbon market mechanism towards the realization
of the greenhouse gas emission reduction target in preparation for the launch of the new climate system. It
summarizes the discussions on the market mechanism, and particularly reviews the key contents and
features of the carbon offset program in the global market that is currently in operation. South Korea has
already established its own application plan for the global carbon market mechanism towards the
attainment of its national GHG emission reduction target, and this paper also presents a newly developed
Mitigation Cooperation Index (MCI), which can be applied to the selection of promising areas and regions
for foreign GHG emission reduction projects. Moreover, this paper analyzes the limiting factors in the
promotion of overseas GHG emission reduction projects in the private sector, and future objectives.
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The Impact of Population Ageing on Financial Market
Structures and Policy Implications
YOON Deok Ryong
RHEE Dong-Eun

This study analyzed the change in the financial market attributed to aging in South Korea based on
empirical studies and foreign cases. Results confirmed that aging would degrade the effectiveness of
financial policies and cause low growth, low prices, and low investment. The study showed that measures in
the labor market would be more effective than economic measures, and that policy efforts supporting the
development and introduction of pension products targeting the aged population would be required. The
study also pointed out that urgent and inclusive policy measures would be necessary, considering the low
percentage of pension recipients and the level of social welfare system in South Korea.

Comprehensive Chinese Studies

KOR

Current Status of the Establishment of Relations between Chinese
and Western Medicine in China and Taiwan, and Implications:
With Focus on Producing Human Resources and Endowment
YOON Kang Jae
KANG A-ram
KIM Dong-su

KWON Su-Hyun
AHN Bo-ryeong
YANG Jianhai

The medical services supply system is a core area of the healthcare policy, and South Korea runs a dual
medical system, which recognizes both modern and traditional medicine as the country’s official medical
service supply systems. Under the dual medical system, modern medicine and traditional Korean medicine
have been endowed with their own academic development and professionalism. The aged population, however,
and the change in the disease structure towards chronic diseases, the new treatment of diseases through
integration, the demand for health promotion value creation, the increasing conflict between the Western
medicine doctors and the traditional Korean medicine doctors demand a change in the current dual medical
service supply system. This study conducted a case study on China and Taiwan, which have similar historical
and cultural traditions as Korea, and have similar issues in establishing relations between traditional and
modern medicine, so as to examine the point at which the dual medical system needs to be changed.
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Policy Analysis

ENG

Promoting Dynamic and Innovative Growth in Asia: 		
The Cases of Special Economic Zones and Business Hubs
JEONG Hyung-Gon
Douglas Zhihua ZENG eds.

Around the world, there are 4,300 special economic zones throughout more than 130 countries: the
zones in Asian countries have been quite successful, while on the other hand, those of Africa and some
other countries have not performed well so far. In particular, some special economic zones and business hubs
in Asian countries such as South Korea, China, Hong Kong and Singapore, as well as Dubai, have been quite
successful in terms of innovative and dynamic economic growth. Not all of the zones in the countries were
successful: some of those have been recognized as “white elephants.”As successful cases receive more and
more attention, there has been a steady increase in the need to learn the secret of success from these cases, in
terms of policy implications. This paper was designed to fulfill these needs, and especially to be a fine policy
guidebook for developing countries which will introduce special economic zones as a way to boost their
economies in the near future.

Comprehensive Chinese Studies

KOR

China’s Energy Efficiency Policy for Sustainable Growth,
and the South Korea-China Cooperative Plans
PARK Yong Deok
JUNG Sung-Sam
CHOI Young Sun

Amid the recent accelerating effort by the global society to reduce its GHG emissions so as to cope with
global climate change, China, whose GHG emissions account for about 30% of the global GHG emissions, is
doing its share. The world’s largest energy supplier but also the largest energy consumer, China has
recognized the need for it to promote energy efficiency to be able to overcome the environmental pollution
issues and energy depletion problems that accompanied its soaring economic growth over the last 30 years,
and to promote sustainable growth and reduce its GHG emissions. Accordingly, it is making policy efforts
to improve its energy efficiency. China’s efforts to improve its energy efficiency are apparent, and the
growth potential of the Chinese energy efficiency industry is evaluated to be relatively high. Therefore, this
study aimed to identify China’s energy efficiency policy and energy efficiency potential, and to determine
the policy implications of such on the development of the South Korean companies’ plans to advance into
the Chinese market and to strengthen the South Korea-China cooperation in the energy efficiency sectors,
through the analysis of the recent trends and conditions of the energy efficiency market.
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KOR

South Korea-China Air Pollution Reduction Policy
Comparison and Cooperative Plans: With Focus
on Mobile Pollution Source Control Measures
CHU Jang Min
GONG Seong Yong
LEE Seung Min

JUNG Seong Woon
DONG Zhanfeng

This study was the first study that compared the air pollution reduction policies of two countries to
produce cooperative plans, aiming to present cooperative plans between South Korea and China to reduce the
air pollution from mobile sources by conducting a mutual comparative analysis of and a bilateral cooperative
demand survey on the current air pollution status in South Korea and China, and the two countries’ pollution
reduction policies.
Towards this end, the study examined and analyzed South Korea’s and China’s current air pollution status,
the contribution ratio of their mobile pollution sources to their total air pollution, and their air pollution
reduction policies. Based on the analysis, the study then examined the air pollution policy resulting from the
mobile pollution sources in the two countries, and compared the environmental market on air pollution by
mobile sources and the level of related technologies. In addition, the study analyzed the current status of the
cooperation between the two countries to reduce their air pollution from mobile sources, and derived the
bilateral cooperative demand on the reduction of air pollution from mobile sources through a survey among
the government officials and specialists in both countries and by conducting interviews with specialists.
Finally, based on the results of the above analyses, the study developed and presented the core cooperative areas
and promotion objectives for reducing the air pollution from mobile sources in South Korea and China.
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Research-Oriented Activities
Throughout the year, KIEP carried out a wide range of researchoriented activities to promote the establishment of Korea’s
international economic policies.

▶

Analysis and Forecast of Trends in the World Economy

▶

Operation of the KIEP Global Macroscopic Model

▶

Comprehensive Research on Trade Liberalization

▶

KIEP Trade Model and Commerce DB Establishment Project

▶

Operation of the APEC Research Consortium Secretariat

▶

Operation of the KIEP Beijing Office

▶

Strengthening of Global Area Research Networks

▶

Operation of China’s Regional and Provincial Research Team

▶

Studies in Comprehensive Regional Strategies

▶

Comprehensive Chinese Studies

▶

Strengthening of the East Asia Studies Network

▶

Plan for Promoting the Northeast Asian Economic Community

▶

Korea-Mongolia Strategic Cooperative Plans in the Eurasian Era

▶

Operation of Mid- to Long-Term Trade Strategies

▶

Major Events and Seminars
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Analysis and Forecast of Trends in the World Economy
Key Projects
Throughout the year, KIEP conducted comprehensive and thorough analyses of business fluctuations and key
regional issues that greatly affect the Korean economy, and published and distributed the results in the form of
various issue papers. We also published our key academic research outcomes on regional integration in the world
economy and East Asia in our academic journal East Asia Economic Review (EAER). In addition, KIEP analyzed
each region and key countries’ macroeconomic situations and forecasted trends in the world economy for the next
year, with these results further analyzed in detail and then published in our annual “KIEP World Economy Forecast,”
focusing on their effect on the global structural changes.

Expected Outcomes
By regularly examining the economic situations in all regions in the world, KIEP can provide immediate response
and support for requests by government organs. Additionally, we offer thorough analyses of key global economy
issues, and provide forecasts of macroeconomic situations by key region and country to enable swift and accurate
responses to changes in the government’s or businesses’ foreign environments. Particularly, our analysis of the
recent industrial trends in major countries allows us to offer the most crucial information to companies hoping to
expand into foreign markets via exports and investment, and provide reference data to the government for the
drafting of a cooperation plan for the key national industries.

Operation of the KIEP Global Macroscopic Model
Key Projects
KIEP has constructed a model appropriate to the domestic situation for the economic effect estimated from
various policies. Particularly, our model focuses on more accurately measuring both quantitatively and
qualitatively the impact of foreign factors on the South Korean economy by establishing a structural model that
includes not only the existing GIMF but also Oxford Economics’ Global Model Workstation (GMW) and many more
countries. (While GIMF is a structural model, it includes only six countries, and while GMW contains many more
countries, its results cannot be easily interpreted.)

Expected Outcomes
The various macroscopic models introduced and developed in this project can respond to the new policy
demands. As such, the various external and internal impacts on the South Korean economy can be estimated,
based on which a contingency plan for policy measures can be prepared. Furthermore, the established basic traderelated DB can offer basic analysis data for various studies.
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Research-Oriented Activities

Comprehensive Research on Trade Liberalization
Key Projects
We conducted research on trade liberalization in diverse sectors from a mid-to long-term perspective, promoted
domestic and overseas researchers’ network projects, and performed basic research on trends in key mega-FTAs,
such as the TPP, TTIP, and RCEP, among others. Furthermore, we performed forecasts for the DDA following the
Nairobi Ministerial Conference, and investigated trends in multinational trade liberalization negotiations, such as
TiSA and EGA. Finally, we conducted research on changes following the conclusion of the Korea-China FTA and
negotiation measures in the service and investment sectors.

Expected Outcomes
Through these projects, we aim to establish the direction of trade policy by conducting anticipatory research on
changes in the global trade order. In addition, we hope to promote Korea’s FTA applicability through research on
Post Korea-China FTA situations. Particularly, the establishment of mid-to long-term trade networks will promote
the status of KIEP and Korea, and will support participation in the WTO/DDA meetings and government affairs as
well as the building and operation of a global trade network.

KIEP Trade Model and Commerce DB Establishment Project
Key Projects
The dynamic CGE model (recursive GTAP model) was applied to research on the key government trade policies,
such as the TPP, ITA, EGA, and other multinational agreements, and trade statistics and indices on South Korea’s
key trading partners (a total of 87 countries and economic zones) were established. Finally, the project established
non-tariff barrier data, conducted research on the methods by which to consider non-tariff barriers inside the CGE
model as well as on the application of trade models, and included participation in GTAP model training.

Expected Outcomes
By applying dynamic CGE analysis techniques to various researches, our project allows dynamic measures to be
taken in relation to diverse trade policy issues. The project also enables the assessment of previously enacted
FTAs, analysis of the effect of TPP participation, and examination of the economic impact of multinational
agreements in WTO-level discussions. The introduction and development of various CGE application models
through participation in training programs allow effective measures to be taken in relation to the research demand
on new policies like non-tariff barriers. Furthermore, the project offers basic analysis data for various researches by
constructing a DB on fundamental trade issues.
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Operation of the APEC Research Consortium Secretariat
Key Projects
Through the National Center for APEC Studies, KIEP conducted APEC-related research and projects, participated in
APEC official meetings and related meetings, supported the role and tasks of government delegates, hosted
forums to promote APEC advancement, supported participation in APEC-related international academic
conferences, provided APEC-related information and data, and expanded its domestic and overseas networks. In
addition, KIEP oversaw the operations of the secretariat of KOPEC, which represents Korea at the Pacific Economic
Cooperation Council (PECC).

Expected Outcomes
Through these projects KIEP can oversee and execute APEC-related research, promote APEC-related research by
hosting academic conferences, and establish a tight-knit network among government agencies, academic
institutions, researchers, and the private sector. In particular, we review the outcomes and objectives of the APEC
Summit and key related meetings, contribute to the establishment of Korea’s policies related to APEC, and
promote South Korea’s status in APEC. Ultimately, these projects aim to strengthen exchanges and cooperation
activities with APEC and PECC member countries, and to promote plans to enhance Korea’s status in relation to
Asia-Pacific economic cooperation.

Operation of the KIEP Beijing Office
Key Projects
Our Beijing Office has produced field-oriented and timely information on China by keeping pace with the changes
in China’s cooperative environment, such as the emergence of new leadership in China, the expanding role of
China in the global economy, the continuing expansion of Korea-China relations, and the increasing need for
economic cooperation in Northeast Asia, among others. Particularly, considering the unique characteristics of
China, the Beijing Office has supported in-house research by helping to establish a research network with central
and regional researchers in China, thus allowing for the effective acquisition and analysis of information.
Furthermore, the Beijing Office has drafted and distributed briefings on key issues in the Chinese economy,
operated the Korea-China Economic Forum, maintained and utilized specialists on the Chinese economy,
maintained and utilized a specialist pool on the Korean Peninsula, and hosted and field-supported international
seminars in China.

Expected Outcomes
By offering field-oriented and timely information, the Beijing Office helps improve Korea’s policies toward China
and helps with the effective performance of KIEP’s Chinese Studies and related research on Northeast Asia. By
strengthening the Korea-China research network, it supports Chinese studies in Korea and contributes to the
promotion of the national image by carrying out various promotion events and projects on behalf of the Korean
economy. Finally, it helps boost the success of Korean businesses in China.
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Strengthening of Global Area Research Networks
Key Projects
KIEP continued to fulfill its role as a key global regional research institute in South Korea by accumulating and
distributing regional information and data and nurturing regional specialists. Towards this aim, we promoted
exchange with domestic and overseas institutions and researchers, established research networks through which to
enhance foreign cooperation, and operated a participatory program for nurturing specialists on the global regional
economy in the private sector. We continued to host our visiting scholar program in which renowned scholars and
experts on emerging-region research are invited and encouraged to share their various research outcomes with other
scholars, and we concluded MOUs with key Korean and overseas research firms to promote practical exchanges, and
expanded opportunities to explore joint research tasks by establishing regional research networks.

Expected Outcomes
Through these efforts, KIEP aims to promote world-class regional specialists through customized training
programs suitable for young and emerging scholars, enhance the applicability of KIEP’s research outcomes, and
promote KIEP as a regional research institute. We hope to expand KIEP’s capacity in terms of conducting research
on the emerging regions through exchange between foreign scholars and specialists, and to enhance the position
of KIEP as a world-class think tank by promoting the institute’s activities related to research on emerging regions in
Korea and abroad. Furthermore, these projects enable us to share new information and research outcomes on
each region by maintaining these networks between Korean and overseas regional specialists.

Operation of China’s Regional and Provincial Research Team
Key Projects
Through its China’s Regional and Provincial Research Team, KIEP conducted in-depth research on key regions in
China, and inter-regional comparative research to respond to the internal and external policy changes in China or
changes in Korea-China economic cooperation. The team also produces basic data and comprehensive analysis
data on policy changes, investment environments, and the domestic market in each region, which is essential to
Korean companies planning to expand their businesses to China, and to the government, which aims to expand its
cooperation with China. We also improved our level of access to restricted information by furthering our links to
local networks in China, helping us to determine the features of each region in China as well as to conduct in-depth
research on China.

Expected Outcomes
Through this, it becomes able for KIEP to present information on the Chinese domestic market and market
strategies for Korean companies entering the Chinese market, as well as support government agencies to establish
policies suitable to the changing economic cooperation environment. Particularly, our vast China-related data are
categorized into types and up-to-date information is quickly supplied to the users, thus enabling us to respond to
the various data demands by researchers on China, the business sector, government agencies, and students in
related fields. Furthermore, KIEP operates a system dedicated to providing China-related information, which can
be used in China-related research or for establishing a plan for making inroads into the Chinese market, and which
offers the latest information in real-time, regardless of time and spatial restrictions.
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Studies in Comprehensive Regional Strategies
Key Projects
The KIEP Studies in Comprehensive Regional Strategies series continued to offer in-depth research results and
policy implications on a wide range of issues, covering not only the respective economies of but also the political
and economic development potential of strategic regions (countries) ‒ including their trade, investment,
resources, energy, and distribution sectors ‒ and the prospects for sharing Korea’s economic development
experience with these other countries. This year again we hosted international seminars in Korea and key emerging
countries (regions) to share research outcomes and information among the specialists in Korea and emerging
economic zones, and to expand opportunities for networking. We also jointly hosted the “KIEP and Associations of
Area Studies Conference” with 12 Korean and overseas regional research associations.

Expected Outcomes
Through these projects KIEP aims to propose policy implications to related organizations through comprehensive
and in-depth research on strategic economic cooperation countries (regions), to strengthen Korea’s capacity in
terms of its foreign economic policy, and to contribute to the establishment of related policies. Furthermore, this
allows us to systematically accumulate data on target strategic regions (countries), research outcomes, and
specialist pools, which can serve as the information infrastructure for the execution of national policies, and to
establish a network system between researchers.

Comprehensive Chinese Studies
Key Projects
We conducted anticipatory studies from a demand perspective, on various issues important for the establishment
of national policies and strategies regarding China. We also activated our human resource networks by expanding
academic exchange among Korean and foreign experts on Korea, and hosted foreign policy forums to maximize
the effect of the FTA in the Post Korea-China FTA era.

Expected Outcomes
Through these efforts KIEP aims to establish the foundation for Korea-China cooperation by offering policy data for
the establishment of national strategies in relation to China. We also focus research capacities in Chinese studies
by activating exchange between Korean and overseas researchers on China, and support Korean companies in
China by offering them basic data that can help them in their efforts to expand into the Chinese market. Finally, we
aim to support the establishment of strategic industry nurturing policies in relation to China.
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Strengthening of the East Asia Studies Network
Key Projects
KIEP pursued various projects to further networking between East Asian specialists, and continued to host the
Leading Expert Seminar (LES), which invites Korean and foreign scholars and government officials in fields related
to recent issues in East Asian economic cooperation. In addition, we promoted joint research between KIEP
researchers and external researchers building on the results of key seminars, such as the Annual Economic
Integration of Northeast Asia and the Northeast Economic Cooperation seminars. Finally, KIEP participated in
international conferences related to East Asian cooperation, and supported the accumulation of local data for
each country.

Expected Outcomes
Through these projects, KIEP aims to promote a consensus on East Asian economic cooperation and propose
relevant strategies. These projects also allow us to realize the full potential of external research personnel, and to
secure and utilize up-to-date data on each country.

Plan for Promoting the Northeast Asian Economic Community
Key Projects
KIEP hosted an international seminar (the Northeast Asian Economic Forum), hosted in turn by six Northeast Asian
countries (South Korea, China, Japan, Russia, USA, and Mongolia). We also hosted various domestic seminars and
discussions with specialists on the Northeast Asian economic community.

Expected Outcomes
Our aim is to encourage discussion on the Northeast Asian economic community at the regional level, and to help
build empathy among participants. We also aim to promote mutual understanding and trust within community
zones, improve overall relationships in the region, help the Northeast Asian region to gain a stronger voice, and
strengthen Korea’s leadership within the region.
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Korea-Mongolia Strategic Cooperative Plans in the Eurasian Era
Key Projects
As part of the Eurasia Knowledge Network Establishment Project being promoted by the National Research
Council for Economics, Humanities and Social Sciences, KIEP discussed plans for Eurasian countries to foster
mutual cooperation in the sectors of trade, distribution, energy, tourism, and construction, among others. In line
with this, KIEP hosted a seminar entitled “Korea-Mongolia Strategic Cooperation Plan in the Eurasian Era” and
worked to strengthen Korea-Mongolia research networks, with the aim of supporting research on Mongolia
conducted within KIEP and ultimately to establish the basic infrastructure for bilateral economic cooperation
between Korea and Mongolia.

Expected Outcomes
Our goal is to propose the directions of aid, investment, and cooperation plans for the Korean government or
businesses by investigating the cooperative plans between Korea and Mongolia in the sectors of trade, distribution,
energy, tourism, and construction, among others. Towards this, KIEP formulates policy implications through which
Korea and Mongolia can form strategic friendly relations, by evaluating the current status of Korea-Mongolia
economic cooperation and presenting plans for promoting the mid-to long-term relationship between the two
countries.

Operation of Mid- to Long-Term Trade Strategies
Key Projects
KIEP continued to analyze the opportunities, challenges, and risk factors of global issues that will have a
considerable impact on Korea’s mid-to long-term trade environment, and examined the trade strategies that Korea
can adopt. Additionally, we conducted research on North-South Korea economic integration, plans to promote
North Korea’s economic innovation, and the establishment of a Northeast Asia infrastructure from a mid- to longterm perspective.

Expected Outcomes
Policies formulated from a short-term perspective tend to be limited when it comes to responding to changes in
external economic conditions. Therefore, KIEP aims to conduct thorough and in-depth studies on the directions
that the country will need to take to move forward while preparing for the economic reunification of the two
Koreas in the mid-to-long term. In addition, we hope to contribute to the establishment of alternative policies that
can reduce reunification-related risks, such as minimizing economic integration costs and maximizing the benefits
thereof, by proposing stable economic integration plans for after reunification.

96

Research-Oriented Activities

Major Events and Seminars
International Meetings, Seminars
Date
FEB 17
FEB 22
FEB 26

Event / Project (Business)
High-Level Advisory Group on Asia-Pacific
Economic Diplomacy Meeting 2016
Korea-Cuba Knowledge Dialogue
Taking Stock of the International Financial
Architecture
TPP Issues & Korea and Japan’s FTA Policy

FEB 27
MAR 2 ~
Asian Economic Panel (AEP)
MAR 3
MAR 29 ~
7th Korea-Central Asia International Seminar
MAR 31
Korean Re-Unification: Prospects and
APR 22
Implications
GTI Research Cooperation and Strengthening
APR 26
Korea-China Exchange (Invitational Meeting)
Dialogue on Future Cooperation for Co-Prosperity
APR 28
in Northeast Asia
Korea-India Special Strategic Partnership and
Strengthening Bilateral Economic Cooperation:
MAY 2
Centered on Exploring the Bilateral Cooperation
through the Activation of Creative Economy
MAY 11
MAY 13
MAY 26

Hosted and subjective agency
KIEP
KIEP / NRCS / MINCEX / ProCuba
KIEP / Shanghai Development Research Foundation /
Reinventing Bretton Woods Committee
KIEP/ Meijo Asian Research Center (MARC)
KIEP / The Earth Institute at Columbia Univ. / Global Center of
Excellence at Keio Univ.
KIEP / JSC ERI / Center for Strategic Studies under the
President of the Republic of Tajikistan
KIEP / Korea University / ANU
KIEP
KIEP
KIEP / National Economic Advisory Council

KIEP / Korea Chamber of Commerce and Industry / KoreaBrazil Society, Ministry of Foreign Affairs
The International Conference on Economic
KIEP / Korea Trade Research Association / Northwest
Cooperation and Trade Development along the Silk University, Xi’an, China, etc.
Road Economic Belt
1st KOPEC Asia-Pacific Strategy Forum 2016
KIEP
The 5th Korea-Brazil Business Forum

KIEP / NRCS / KOCES / MOTIE / Yonsei University SSK
Conflict and Social Integration Research Team / KSEI
/ Korea-France Political Science Association / Korean
German Society of Sociology / Institute for EU Studies,
HUFS / Institute of Global Politics, HUFS / Korean
Association of European Public
Administration / Research Institute of Europe and Africa,
Hanyang University

MAY 27

The 10th Joint Conference on European Studies
in Korea: Seeking for a New Perception and
Cooperative Model for the Development of EUKorea Relations in the 21st Century: Integration
of Political, Economical and Socio-cultural
Approaches

MAY 29

The 4th Korea-Iran Forum

JUN 1
JUN 8 ~
JUN 10

The 10th Trilateral Workshop of KIEP-PRI-CASS
Korea-Japan Opinion Leaders’ Seminar
(Korea-Japan OLS)

JUN 8

The 4th Asia Think Tank Summit

IEP / IFANS / KDI / TTCSP / ADBI

JUN 23

The 11th KIEP-ERI International Joint Seminar

KIEP / Economic Research Institute, Far Eastern Branch of
the Russian Academy of Sciences

JUN 28

Services Trade Policy and Manufacturing
Productivity: The Role of Institutions (Invitational
Meeting)

KIEP

KIEP / Asan Institute for Policy Studies, Institute for Trade
Studies & Research
KIEP / PRI, Japan/ CASS, China
KIEP / Japan Center for International Exchange
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Date

Event / Project (Business)

Hosted and subjective agency

JUL 2

WEAI 91th Annual Conference

KIEP / KIFA / AFS

JUL 3

The 1st East Asia Economic Partnership Forum

KIEP / Japan JCBAG / China CAITEC

JUL 19

2016 BOK-KIEP-PIIE International Conference

KIEP / Bank of Korea / PIIE

Beijing Forum on Korean Peninsula Issues “Forecast
on the Situations of the Korean Peninsula after
North Korea’s 7th Party Convention”
Industrial Innovation Strategies for the Regional
AUG 4
Economy in China and Korea-China Codevelopment
AUG 5 ~ 2016 AKES 15th “Korea and Global Economy”
AUG 6
International Conference
Annual Conference of the Northeast Asia
AUG 11
Economic Forum
Korea-China Economic Cooperation at the
AUG 18
Backdrop of One Belt One Road: Centered on
Strategic Regions of One Belt One Road
The 14th KIEP-AMR Joint Seminar: Toward the
AUG 23 ~
Korea-China New Economic Cooperation in the Era
AUG 25
of Korea-China FTA
JUL 21

KIEP / Korean Peninsula Research Center, Peking University
KIEP
KIEP / AKES
KIEP / NEAEF
KIEP / NRCS / CASS
KIEP / AMR

SEP 8

New International Economic Order and East Asia

KIEP / SNU / IEFS

SEP 9

2nd KOPEC Asian-Pacific Strategic Forum 2016

KIEP

SEP 24
OCT 7

Dialogue on Future of Korea-Mongolia Cooperation
KIEP / NRCS / Chinggis Khaan University, Mongolia
in the Era of Eurasia
Economic Policies of Neighboring Countries
KIEP
Towards the Korean Peninsula After Unification

OCT 14

The 20th Korea-Latin America Business Forum

KIEP / MOTIE / Ministry of Foreign Affairs / KCLAC / KITA

OCT 14

2016 Tumen River Forum Economic Division
Seminar

KIEP / Yanbian University Korean Peninsula Research
Center

OCT 19 ~
The 5th KIEP-HASS Joint Seminar
OCT 20

OCT 20
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2016 KIEP and Associations of Area Studies
Conference

KIEP / HASS
KIEP / 12 Associations of Area Studies (Asian Association
of Central & Eastern European Studies (AACEES)/ Korean
Association of African Studies (KAAS)/ The Korean
Association for Contemporary China Studies (KACCS)/
Korean Association for Eurasian Studies (KAES)/ The
Korean Association of Indian Social Science Research
(KAISS)/ Korean Association of Luso-Brazilian Studies
(KALUBS)/ Korea Association of the Middle East
Studies (KAMES)/ The Korean Association for Mongolian
Studies (KAMS)/ The Korean Association of Slavic-Eurasian
Studies (KASEUS)/ The Korean-Chinese Association of
Social Science Studies (KCSSS)/ Latin American Studies
Association of Korea (LASAK)/ The Northeast Asia
Economic Association of Korea (NAEAK))

Research-Oriented Activities

Date

Event / Project (Business)

OCT 20 ~
KTRA International Conference 2016
OCT 21
Seminar on the 20th Anniversary of Korea’s
OCT 25
Membership to the OECD

Hosted and subjective agency
KIEP / KTRA / KLI / SBC / Inha University / JRI
KIEP / Ministry of Foreign Affairs

OCT 29

2016 Asia-Europe Trade Roundtable

UIBE / EUI / RIETI

NOV 3

The 12th East Asian Institutes Forum

KIEP / PIDS

NOV 15
NOV 25
DEC 1
DEC 1

DEC 1
DEC 1
DEC 6
DEC 6
DEC 9

DEC 20

The Prospective Policies of Upcoming US
Administration
Change and Innovation in the Economy:
Experiences and Perspectives from Germany and
Korea
Annual KIEP-IMF Joint Conference

KIEP
KIEP/ Koreanisch-Deutsche Gesellschaft fur
Wirtschaftswissenschaften (KDGW) / Friedrich-EbertStiftung, Korea Office
KIEP / IMF

2nd Beijing Forum on Korean Peninsula Issues 2016
“China’s Korean Peninsula Strategies in the Midst
KIEP / Korean Peninsula Research Center, Peking University
of Recent Changes in Northeast Asian Situations”
The 4th KIEP Seminar on Middle East Economic
Issues (Lower Oil Prices and Economic
KIEP
Cooperation between Korea and the Middle East:
Challenges and Opportunities)
Determinants of Re-exports (Invitational Meeting)
2016 KIEP-OECD Conference on Korean Services
Industry
Korea-Central Asia: Building Comprehensive
Networks for Further Economic Cooperation
Looking Ahead: Challenges and Opportunities in
U.S. Asian Trade Relations

KIEP
KIEP
KIEP / Ministry of Foreign Affairs
KIEP

Economic and Social Integration after German
Unification & Restructuring Policies in East
KIEP
Germany : Its Implications on the Korean Peninsula
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Domestic Conferences
Date

Event / Project (Business)

Hosted and subjective agency

JAN 29

2016 KIEP Eurasia Research Forum / Studies in Comprehensive
Regional Strategies (General Project)

KIEP

MAR 16

Public Hearing on the Improvement of the Tax-Free Shop System
toward the Development of Tourist Industry / Research on the
Plan for the Improvement of the Tax-Free Shop System toward
Development of the Tourist Industry (Commissioned Research
Project)

KIEP

MAY 27

The 10th Joint Conference on European Studies in Korea: Seeking
for a New Perception and Cooperative Model for the Development
of EU-Korea Relations in the 21st Century: Integration of Political,
Economical and Socio-cultural Approaches / EU’s FTA Strategies
in its New Trade Policy Initiatives and Policy Implications (Basic
Research Report)

KIEP / KOCES / KU-KIEP-SBS EU Center and 9
other Institutes

JUN 16

China’s Innovation-Centered Development Strategies and KoreaChina Cooperation / Managed by China’s Regional and Provincial
Research Team (General Project)

KIEP / Korea Chamber of Commerce and
Industry

JUL 1

KATIS Summer Conference / Trade Liberalization Research
Project (Research-related project)

KIEP / KATIS/ NRCS/ KMI

OCT 28

Plan for Temporary Separation of the North and South Korean
Economy after Reunification / 2016 Long-term Trade Strategies
Study Series (Research-related Project)

KIEP

NOV 29

Plan for Establishing Partnership toward the Expansion of KoreaQatar Economic Cooperation / Operation of T/F for Korea-Qatar
Trade Expansion and Practical Affairs in Energy-Construction
(Commissioned Research Project)

KIEP

DEC 8

The 3rd KIEP Eurasia Research Forum / Studies in Comprehensive
KIEP
Regional Strategies (General Project)

DEC 16

The 8th Central Asia Joint Conference: Increase in the Uncertainty
KIEP / KASEUS / KAES / Hanyang University
of Global Economy and the Future of Central Asia / Studies in
Asia-Pacific Research Center/
Comprehensive Regional Strategies (General Project)

DEC 22

2016 Winter Conference (General Project)
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Introduction to the Research Departments and Teams
International Macroeconomics, International Finance

Department of
The department analyzes trends in the global economy and in the international financial
International
Macroeconomics & market to develop policy plans and ensure the stable growth of the Korean economy, by
presenting a long-term economic vision according to which the country can actively
Finance
respond to new developments in the global economic order.

● JUNG Sung-Chun

Vice President of the Department of International Macroeconomics & Finance
International macroeconomics and finance, Japanese economy
PhD in Economics, Hitotsubashi University, Japan

International Macroeconomics Team
● AN Sungbae

● YOON Deok Ryong

● HAN Min-soo

PhD in Economics, University of Pennsylvania, United
States

PhD in Economics, University of Kiel, Germany

PhD in Economics, Pennsylvania State University,
United States

● CHOI Hyelin

● KIM Subin

● Lee Jinhee

PhD in Economics, Ohio State University, United States

Master of Economics, Yonsei University

Master of Economics, Korea University

Head of the International Macroeconomics Team
International macroeconomics

Associate Research Fellow
International macroeconomics

Senior Research Fellow
Financial cooperation, macroeconomic
finance of the South and North Koreas

Senior Researcher
International macroeconomics

Associate Research Fellow
International macroeconomics

Researcher
International macroeconomics

International Finance Team
● JEONG Young Sik

● KANG Tae Soo

● KIM Kyunghun

PhD in Finance, Sogang University

PhD in Economics, University of Missouri, United
States

PhD in Economics, University of California, Davis,
United States

● KIM Hyo Sang

● YANG Da Young

● KANG Eunjung

PhD in Economics, UCLA, United States

PhD Candidate in Economics, Seoul National
University

Master of Economics, Seoul National University

Head of the International Finance Team
International finance

Associate Research Fellow
International finance

Senior Research Fellow
International finance

Senior Researcher
International finance

Associate Research Fellow
International finance

Senior Researcher
International finance

● KIM Sujin

Senior Researcher
International finance
Completion of PhD program in International Finance,
International University in Geneva, Switzerland

※ Based on 2017. 5
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WTO, Multilateral Trade, FTA, FDI, Services, Agricultural Trade
Department of
International Trade

Consisting of the Trade and Investment Policy Team, the Multilateral Trade Team, and the
Regional Trade Agreement Team, the Department of International Trade analyzes key
issues in global investments and trade, and offers directions on trade policy-making and
strategic measures.

● CHUNG Chul

Vice President of the Department of International Trade
International trade
PhD in Economics, University of Michigan, United States

Trade and Investment Policy Team
● BAE Chankwon

● CHOI Nakgyoon

PhD in Economics, University of Indiana, United States

PhD in Economics, University of Texas at Austin,
United States

● LEE Kyu Yup

● KANG Jungu

PhD in Economics, Michigan State University, United
States

Master of Economics, Kyungpook National University

Head of the Trade and Investment Policy Team
International trade, execution of FTA,
industrial organizations

Associate Research Fellow
Digital trade, trade remedies

● LEE Sooyoung

Senior Research Fellow
International trade, GVC

Principal Researcher
Service negotiation and service trade, GVC,
FDI, Mode 4

Associate Research Fellow
General investment, related agreements and
systems
PhD in Economics, University of Colorado,
United States

● KIM Hyuk-Hwang

Senior Researcher
FDI, international economics
PhD in Economics, Korea University

Multilateral Trade Team
● KIM Jong Duk

Head of the Multilateral Trade Team
International finance,
macroeconomics
PhD in Economics, Michigan State
University, United States

● KIM Sang Kyom

Senior Research Fellow
Trade facilitation, APEC, OECD
PhD in Economics, University of
Pennsylvania, United States

● SUH Jin Kyo

● CHO Moonhee

PhD in Agricultural and Resource Economics,
University of Maryland, United States

PhD in Economics, North Carolina State
University, United States

Senior Research Fellow
WTO, general DDA trade,
agriculture, SPS

Associate Research Fellow
Multilateral Trade, non-agricultural
market access (NAMA)

● PARK Ji Hyun

● KIM Min-Sung

Senior Researcher
Rules of Origin, trade facilitation,
TBT (Technical barriers to trade)

Senior Researcher
Anti-dumping, WTO disputes
settlement

● EOM Jun-Hyun

● CHUNG Min-chirl

Master of Economics, Chung-ang
University

Master of International Business
Management, Ewha Womans University

Master of Law, Graduate School of Law,
Korea University

Master of Economics, University of Seoul

Senior Researcher
Agricultural trade, execution of FTA,
SPS

Researcher
WTO general, applied
microeconomics, analysis of
economic statistics

Regional Trade Agreement Team
● KIM Young Gui

● OH Soo Hyun

● WHANG Un Jung

● NAHM Sihoon

PhD in Economics, Michigan State University,
United States

PhD in Applied Economics, Pennsylvania
State University, United States

PhD in Economics, University of Colorado,
United States

PhD in Economics, University of Chicago,
United States

● PARK Hyeri

● KEUM Hye Yoon

● YOO Saebyul

● KANG Min Ji

Completed the PhD program in
Economics, Korea University

Master of International Commerce, Korea
University

Master of International Economic Law,
Yonsei University

Head of the Regional Trade Agreement Team Associate Research Fellow
RTA, trade models, impact assessment
RTA, government procurement

Senior Researcher
FTA, government procurement, trade
adjustment assistance
Master of Economics, Texas A&M
University, United States

Senior Researcher
FTA, macroeconomics

Associate Research Fellow
utilization, rules of origin, TBT

Senior Researcher
TBT, environment

Associate Research Fellow
Regional trade agreement

Researcher
International trade law, SPS
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Cooperation Policy, China, China’s Regional and Provincial Research, International
Cooperation for Korea Unification
Department of
Northeast Asian
Economies

The department conducts research projects on trends in the Northeast Asian and Chinese
economies, external economic relations among Northeast Asian countries, economic
policies and systems as well as multilateral economic cooperation, GTI, and other
economic cooperation activities in the region. Other than the international trade and
investments in the Northeast Asian region, the department promotes economic hub
policies for attracting foreign investment and industrial development, North Korean
economy, and studying international cooperation for unification.

● J EONG Hyung-Gon

Vice President of the Department of Northeast Asian Economies
Special economic zone, Northeast Asian economic cooperation, transition
economy, unification of North and South Koreas
PhD in Economics, University of Cologne, Germany

Cooperation Policy Team
●C
 HOI Bo-Young

●B
 ANG Ho Kyung

● L EE Boram

PhD in Economics, University of California, Davis,
United States

PhD in Economics, Chung-ang University

Master of International Trade, Ewha Womans
University

● L EE Seo Young

●P
 EK Jonghun

Master of International Trade, Ewha Womans
University

Master of Actuarial Science, Sungkyunkwan University

Head of the Cooperation Policy Team
Economic cooperation in East Asia, trade
facilitation

Principal Researcher
Economic cooperation in East Asia,
international trade, preferential rules of origin

Researcher
Economic cooperation in East Asia

Senior Researcher
Economic cooperation in East Asia

Researcher
Korea-Germany networks

International Cooperation for Korea Unification Team
● L IM Soo Ho

●C
 HOI Jangho

●K
 IM Young Chan

PhD in Economics, Oregon State University, United States

PhD in International Area Studies, Hankuk University of
Foreign Studies

●R
 HEE Jung Kyun

●C
 HOI Yoojeong

● IM So Jeong

Master of Economics, University of International Business
and Economics, Beijing, China

Master of International Studies, Sogang University

●K
 IM Junyoung

●K
 IM Bum Hwan

Head of the International Cooperation for Korea
Unification Team
North Korean economy, reunification of the
Korean peninsula

Associate Research Fellow
North Korea-China trade, North Korean economy

Visiting Research Fellow
German reunification, North Korean finance

PhD in Politics, Seoul National University

Senior Researcher
North Korea-China cooperation

Researcher
North Korea-China cooperation, North Korea
studies, international finance in China
Master of International Relations, Tsinghua University, China
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Researcher
North Korean economy, GTI

Researcher
North Korean economy, North Korea’s
external relations
Master of East Asian Studies, Harvard University,
United States

Researcher
Research on transformations
Master of Economics, Seoul National University
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China Team
● L EE Seung Shin

● L EE Chang-Kyu

PhD Laws (Major in Chinese Economy),
National Chengchi University, Taipei,
Taiwan

PhD in Economics, University of
Pittsburgh, United States

●H
 YUN Sang Baek

●N
 A Su Yeob

PhD in Economics, Peking University,
China

Master of Economics, Sogang University

● L EE Hyo Jin
Master of International Commerce, Korea
University

Head of the China Team
Chinese economy

Associate Research Fellow
Chinese economy

Researcher
Chinese economy

● L EE Hyun Tai

●S
 HIN Kotbee

PhD in Economics, Seoul National University

PhD in Economics, University of
Pennsylvania, United States

●O
 H Jonghyuk

●H
 ONG Jin Hee

Master of International Studies, Graduate School
of International Studies, Hanyang University

Master of Education in Chinese
Language, Hankuk University of Foreign
Studies

●K
 IM Young Sun

●C
 HO Ko Un

●O
 H Yun Mi

Master of International Studies, Graduate
School of International Studies, Hanyang
University

Master of Chinese Area Studies, Seoul
National University

Master of Economics, GSIAS of Hankuk
University of Foreign Studies

Senior Research Fellow
Comprehensive Chinese Studies

Senior Researcher
US-China trade disputes

Researcher
Chinese economy

Associate Research Fellow
Chinese economy, AIIB, One Belt
One Road

Senior Researcher
Chinese economy, ICT,
entrepreneurship

Associate Research Fellow
Chinese economy,
internationalization of RNB

Senior Researcher
Comprehensive Chinese Studies

Researcher
Chinese economy

Researcher
Chinese economy

China’s Regional and Provincial Research Team
● J UNG Jihyun

Head of China’s Regional and Provincial Research
Team
South and central regions of China
PhD in Economics, Chinese Academy of Social
Sciences, Beijing, China

● L EE Sang Hun

Associate Research Fellow
Northeast China and Pan Bo Hai regions
PhD in Economics, Chinese Academy of Social Sciences,
Beijing, China

● L IM Ho Yeol

Visiting Research Fellow
International cooperation policy,
development cooperation, unified
international cooperation, Chinese
economy, currency finance
PhD in Economics, Hanyang University

●K
 IM Hong Won

●P
 AK Jinhee

● L EE Hanna

Master of International Business, University of
International Business & Economics, China

Master of International Studies, Seoul National
University

Master of Chinese Area Studies, Chung-ang
University

●C
 HOI Ji Won

●K
 IM Joo Hye

●C
 HOI Jae Hee

Master of Public Administration, Seoul National University

Master of International Trade, Hankuk University of
Foreign Studies

Master of International Politics and Economics,
Peking University, China

Senior Researcher
Chinese economy, South China

Researcher
Chinese economy, Northeast region

Senior Researcher
Chinese economy, Central region

Researcher
Chiness economy, Central region

Researcher
Chinese economy, East region

Researcher
Western region

Beijing Office
●Y
 ANG Pyeong Seob

●P
 ARK Minsuk

PhD in Regional Studies, GSIAS of Hankuk University
of Foreign Studies

Master of Economics, Sungshin Women’s University

Director of the Beijing Office
Chinese economy

Senior Researcher
Chinese economy
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Department of
Asia-Pacific

Japanese Economy, Southeast Asia, Australia and Oceania, India and South Asia,
ODA, Climate Change and Energy Policy
The department conducts research on foreign economic relations in Japan, Southeast
Asia, Oceania, and India, as well as South Asian regions, and offers policy directions on key
national agendas such as the knowledge and creative economy, environment and energy
issues, in addition to Asia-Pacific economic cooperation and international development
cooperation.

●K
 WON Yul

Vice President of the Department of Asia-Pacific
Regional studies in East Asia, ODA policy
PhD in Economics, Sogang University

Japan Team
●K
 IM Gyu-Pan

● L EE Hyong-Kun

PhD in Economics, Keio University, Japan

PhD Candidate in International Relations,
Hankuk University of Foreign Studies

Head of the Japan Team
Japanese economy (trade,
finance, industry)

Principal Researcher
Japanese economy, feasibility
studies

● L EE JungEun

●K
 IM SeungHyun

Master of International Cooperation, GSIS,
Yonsei University

Master of Business Administration,
Sogang University

Researcher
Japanese economy

Researcher
Japanese finance

Southeast Asia and Oceania Team
●O
 H Yoon Ah

●K
 WAK Sungil

● L A Meeryung

PhD in Economics, George Washington University, United
States

PhD in Economics, Seoul National University

●C
 HEONG Jaewan

● L EE Jaeho

●S
 HIN Mingeum

Completed the PhD program in Economics,
Sungkyunkwan University

Completed the PhD program in International Area Studies,
Hankuk University of Foreign Studies

Master of International Studies, Seoul National
University

●S
 HIN Minlee

●K
 IM Jegook

●K
 im Mi Lim

Master of International Studies, Seoul National
University

Completed the Master/PhD integration program in
Economics, University of Seoul

Head of the Southeast Asia and Oceania Team
Southeast Asian, ASEAN, Oceania studies
PhD in Politics, Ohio State University, United States

Senior Researcher
Southeast Asian economy, development of
the Mekong river basin

Researcher
Southeast Asian economy, Australia and
island countries in the Oceania

106

Research Fellow & Secretary General for the
APEC Research Consortium
APEC, ASEAN economic cooperation

Senior Researcher
Southeast Asian studies, ASEAN economic
integration

Researcher
Southeast Asia economy, ASEAN economic
integration

Associate Research Fellow
ASEAN economic integration, Australia and
Oceania

Senior Researcher
Philippine and Malaysian Economy, Greater
Mekong Subregion Development

Researcher
Southeast Asian economy
Master of Economics, Yonsei University

Appendix

India-South Asia Team
● L EE Woong

●C
 HO Choongjae

●S
 ONG Young-Chul

PhD in Economics, University of California, Irvine,
United States

PhD in Economics, GSIAS of Hankuk University of Foreign
Studies

Master of International Economics, GSIS, Chung-ang
University

● L EE Jung-Mi

●S
 HIN Selynn

Master of Economics, Sookmyung Women’s University

Master of Development Policy Studies, School of
International Policy, KDI

Head of the India-South Asia Team
India and South Asia

Researcher Fellow
India and South Asia

Senior Researcher
India/South Asia economy

Senior Researcher
India/South Asia economy

Researcher
India/South Asia economy

Development Cooperation Team
● J UNG Jione

Head of the Development
Cooperation Team
ODA policy, climate change,
development resources
PhD in Food and Resource Economics,
University of Florida, United States

● L EE Sang Mi
Senior Researcher
ODA policy

Master of Business Administration,
Ewha Womans University

●H
 UR Yoon Sun

● J EONG Jisun

● L EE Ju Young

PhD in Applied Economics, University of
Minnesota, United States

PhD in International Development
Cooperation, KyungHee University

Master of International Trade,
Ewha Womans University (major in
development cooperation)

●S
 ONG Jihei

●Y
 OO Aila

●O
 H Hyekyung

Master of International Development
Studies, George Washington University,
United States

Completed Master’s program in Economics,
Sogang University

Associate Research Fellow
ODA Policy, Impact Evaluation,
OECD

Senior Researcher
Environmental ODA, climate
change

Senior Researcher
ODA evaluation, MDB, privategovernment cooperation

Researcher
Aid for Trade, development
resources

Senior Researcher
Aid budget and norms

Researcher
NRCS joint research support
Completed the master’s program at
KDI School

Strategy Research Team
●M
 OON Jin-Young

●N
 A Seung Kwon

● L EE Sunghee

PhD in Applied Economics, University of Minnesota,
United States

Master of Economics, Chung-ang University

Master of International Studies, Korea University

Head of the Strategy Research Team
Environment, climate change

Senior Researcher
Digital commerce, economic free zone,
Northeast Asian economic cooperation

●K
 IM Eunmi

●C
 HOI Eun Hye

Master of International Studies, Korea University

Completed the master’s program at KDI School MPP

Researcher
Digital commerce, trade policy

Senior Researcher
Asian regional development, public
development aids, education

Researcher
Strategy research

National Center for APEC Studies
●K
 WAK Sungil
Director
APEC, ASEAN Economic Cooperation
PhD in Economics, George Washington University,
United States

●K
 WAK Soyoung

●P
 ARK Eunbin

Master of International Commerce, Korea University

Master of International Trade, Yonsei University

Senior Researcher
KOPEC, APEC

Researcher
APEC

107

2016 Annual Report

EU, North America, Central and South America, Russia and Eurasia, Middle East, Africa
Amid the rapidly changing global economic order, the department aims to determine the

Department of
Europe, America and economic situations of advanced countries like the US and the EU, as well as in emerging
regions such as Russia, Eurasia, Central and South America, the Middle East, Africa, and
Eurasia
Central and Eastern Europe, and to propose Korea’s international economic policies through
careful research on plans for economic cooperation involving these countries and regions.

● L EE Jae-Young

Vice President of the Department of Europe, Americas and Eurasia
Russia/Central Asia/Mongolia and Eurasian economy
PhD in Economics, Moscow State University, Russia

Americas Team
●K
 WON Kisu

●Y
 OON Yeo Joon

●K
 IM Wongi

PhD in Economics, Hankuk University of Foreign Studies

PhD in Economics, University of Warwick, UK

PhD in Economics, Texas A&M University, United States

●K
 IM Jino

●K
 IM Jonghyuk

●P
 ARK Misook

Completed the PhD program in International Relations,
Hankuk University of Foreign Studies

Completed the PhD program in Economics, University of
Hawaii, United States

●Y
 I Si Un

●K
 WON Hyuk Ju

●K
 IM Hyoeun

Master of Economics, Sogang University

MPP, KDI School of Public Policy and Management

Master of International Studies, 		
Seoul National University

Head of the Americas Team
Latin American economy

Senior Researcher
Latin American Area Studies, international
relations

Senior Researcher
Latin American economy

Associate Research Fellow
North American economy

Senior Researcher
US/Canada economy, financial supervision
(money laundering)

Researcher
North American economy

Associate Research Fellow
North American economy (Macroeconomics)

Senior Researcher
Latin American economy
Completed the PhD program in Economics,
Seoul National University

Researcher
Latin America economy

Europe Team
●K
 IM Heungchong

● J OE Dong Hee

● L EE Cheol-Won

PhD in Economics, Seoul National University

PhD in Economics, Toulouse School of Economics, France

Completed the PhD program in Economics,
Sogang University

●O
 H Taehyun

● L EE Hyun Jean

● L im You Jin

Master of Diplomatic Studies, Seoul National University

Master of International Studies, Korea University

Senior Research Fellow
EU and European region, KU-KIEP-SBS EU Center

Senior Researcher
EU, Western European economy

Associate Research Fellow
European area studies

Senior Researcher
EU, Western Europe

Principal Researcher
Eastern Europe

Researcher
English-speaking countries, the Nordic
economy, EU Center
Master of Economics, Yonsei University

108

Appendix

Russia and Eurasia Team
●P
 ARK Joungho

● J EONG Yeo Cheon

PhD in Politics, Moscow State University of International
Relations, Russia

PhD in Economics, University of Munich, Germany

Head of the Russia and Eurasia Team
Russia/CIS Politics and Economy

●M
 IN Jiyoung

Senior Researcher
Russia/CIS economy
Master of Economics, GSIAS of Hankuk University of
Foreign Studies

Senior Research Fellow
Russian economy and Korea-Russia economic
cooperation

●K
 ANG Boogyun
Senior Researcher
Russia/CIS economy

Master of Russian Studies, Hanyang University

●Y
 UN Chihyun

Researcher
Central Asia/Mongolia economy and
development cooperation
Master of Development Cooperation, GSIS, Ewha Womans
University

Africa and the Middle East Team
● L EE Kwon Hyung

●P
 ARK Young Ho

● J UNG Jae Wook

PhD in Economics, SOAS, UK

PhD in Economics, Hankuk University of Foreign Studies

PhD in Economics, University of California, Davis,
United States

● J ANG Jong-Moon

●S
 ON Sung Hyun

●K
 IM Yejin

Completed the PhD program in Economics, Hanyang
University

Master of Economics, GSIAS of Hankuk University of
Foreign Studies

Master of International Development Cooperation
Studies, GSIS, Korea University

● J ang Yunhee

● L ee Bo Yan

●R
 YOU Kwangho

Master of Economics, GSIAS of Hankuk University of
Foreign Studies

Master of International Trade, GSIS, Yonsei University

Master of International Political Economics,
University of Warwick, UK

Head of the Africa and the Middle East Team
Middle East economy, industrial policy

Senior Researcher
African economy and international trade

Researcher
Middle East economy

Research Fellow
African economies

Senior Researcher
Middle East economy

Researcher
African economy

Associate Research Fellow
African economies and international trade

Researcher
African economy

Researcher
Middle East economy

109

List of Publications
in 2016

Appendix

List of Publications in 2016
Policy Analyses (in Korean)

| 16-01 |

IEP 연구보고서

기업의 대외경쟁력 제고를 위한
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대외경제정책연구원은 세계경제환경의 변화
에 따른 외부적 도전을 슬기롭게 극복하고 21세기를
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뉴노멀 시대 중소기업의 대외경쟁력 제고를 위한
정책과제 연구 한
: 국과 대만을 중심으로

본 보고서는 그 동안 중소기업이 주도하는 경제성장을 해왔다고 알려져 있는 대만의 중소기업 해외진출
지원정책과 사례를 분석하였다. 대만과 한국 중소기업의 해외진출 상황을 수출 동향과 글로벌 가치사슬(GVC)
참여 상황으로 나누어 비교분석하고, 양국의 GVC 참여방식과 역할의 차이를 구체적인 산업 사례를 통해
정리하였다. 또한, 한국과 대만 중소기업의 GVC 참여사례를 분석하여 양국 중소기업의 GVC 참여 성공요인을
정리하였다. 아울러 양국의 중소기업 해외진출 지원정책을 비교하여 정책적으로 유의미한 대만 지원책의 특징을
파악하고자 했다. 이러한 내용을 토대로 우리나라 중소기업의 해외진출 및 GVC 참여 확대를 위한
정책지원 방안을 제안하고 있다.
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Promoting Dynamic & Innovative Growth in Asia:
The Cases of Special Economic Zones and Business Hubs

The Korea Institute for International Economic Policy (KIEP)
was founded in 1990 as a government-funded economic
research institute. It is a leading institute concerning the
international economy and its relationship with Korea. KIEP
advises the government on all major international economic
policy issues and serves as a warehouse of information on
Korea’s international economic policies. Further, KIEP carries
out research by request from outside institutions and
organizations on all areas of the Korean and international
economies by request.
KIEP possesses highly knowledgeable economic research
staff. Our staff includes many research fellows with PhDs in
economics from international graduate programs, supported
by dozens of professional researchers. Our efforts are
augmented by our affiliates, the Korea Economic Institute of
America (KEI) in Washington, D.C. and the KIEP Beijing
office, which provide crucial and timely information on local
economies. KIEP has been designated by the government as
its Center for International Development Cooperation and
the National APEC Study Center. KIEP also maintains a wide
network of prominent local and international economists and
business people who contribute their expertise on individual
projects.

Edited by
Hyung-Gon JEONG and Douglas Zhihua ZENG

Promoting Dynamic &
Innovative Growth in Asia:
The Cases of Special Economic
Zones and Business Hubs
Edited by
Hyung-Gon JEONG and Douglas Zhihua ZENG

KIEP continually strives to increase its coverage and grasp of
world economic events, and expanding cooperative relations
has been an important part of these efforts. In addition to
many joint projects in progress KIEP is aiming to become a
part of a broad but close network of the world’s leading
research institutes. Considering the rapidly changing
economic landscape of Asia, which is leading to further
integration of the world’s economies, we are confident that
KIEP’s win-win proposal for greater cooperation and sharing
of resources and facilities will increasingly become standard
practice in the field of economic research.

Hyung-Gon JEONG
r

Dr. Jeong Hyung-Gon graduated from the University of
Bonn and holds a Ph.D. in Economics from the University of
Cologne. He was a Fulbright Visiting scholar at Johns
Hopkins University, School of Advanced International
Studies (SAIS).
Dr. Jeong is currently a senior research fellow at the Korea
Institute for International Economic Policy(KIEP). He serves
as a Consultant at the Fair Trade Commission, the Advisory
Committee of Free Economic Zone of the Ministry of Trade,
Industry and Energy. He is also Member of the Presidential
Committee for Unification Preparation. He also served as a
Consultant of Special Economic Zone for the governments of
Vietnam, Uzbekistan, and Kazakhstan as part of the Korean
knowledge-sharing projects. Before joining KIEP, Dr. Jeong
was Director General of the Office of Strategic Planning at the
National Security Council (NSC), the Blue House from June
2003 to December 2005. Dr. Jeong has published many
refereed journal articles, books and working papers on
international economics including trade and investment,
transition economy and North Korean economy etc. He can
be reached at hgjeong@kiep.go.kr.

| 16-01 |

Promoting Dynamic & Innovative Growth in Asia :
The Cases of Special Economic Zones and Business Hubs
JUNG Hyung-Gon, and Douglas Zhihua ZENG eds.

| 16-02 |

Implications of Global Recession and Structural Changes for Korean Economy
HAN Minsoo, KIM Subin, and LEE Jinhee

Policy References (in Korean)

| 16-01 |

Strategies for Korean Small and Medium Enterprises’ Participation in Global Value
Chains and Policy Implications
KIM Zukweon

| 16-02 |

Overseas Expansion Strategy of Major Countries’ Firms toward Viet Nam and the
Implications for Korea
KWAK Sungil and LEE Jaeho

| 16-03 |

Country Risk Management for Construction Projects in Emerging Countries
EOM Jun Hyun, SON Sung Hyun, and GWUN Ka Woen

| 16-04 |

Study on the Strategies for Mega FTAs: A Comparative Analysis of TBT Chapters of
Korea’s FTAs
YOO Saebyul

| 16-05 |

A Study on Changes in the Russian Economy Following the Outbreak of the Ukrainian
Crisis and lts Implications
PARKJoungho, SUNG Weon-Yong, and KANG Boogyun

| 16-06 |

Estimation of China’s Investments on North Korea after 2000s
LIM Sooho, KIM Junyoung, and HONG Seokki

| 16-07 |

Institutional Requirements for the Internationalization of the Korean Won
LEE Jang Yung

| 16-08 |

Study of WTO SPS Disputes
KANG Minji

113

2016 Annual Report

| 16-09 |

Cross-border Projects and Financial Cooperation in the Northeast Asia: Focusing on
the Northeastern Chinese Province
CHOI Jangho et al .

| 16-10 |

An Analysis on Japan’s E-Commerce Market and its Policy Implications
LEE Hyong-Kun

| 16-11 |

An Analysis of Korea’s Non-tariff Measures: Focused on Data Collection and
Classification
KIM Jong Duk, CHOI Bo-Young, EOM Jun-Hyun, and Chung Min-Chirl

| 16-12 |

Analyzing the Changes in Trading Practices in North Korea-China Border Region Due
to North Korea Sanctions
RHEE Jung-kyun, KIM Junyoung, IM So Jeong, AN Guo-shan, and MIMURA Mitsuhiro

| 16-13 |

Analysis of the Chinese Regional Startup Eco-system and its Implications: With a
Focus on Chengdu and Wuhan
OH Jonghyuk, PAK Jinhee, and KIM Hong Won

Working Papers (in English)
KIEP Working Paper 16-01

| 16-01 |

KIEP Working Paper 16-01

Access to Credit and Quality of Education in Vietnam

Access to Credit and Quality of Education in Vietnam

Access to Credit and Quality of
Education in Vietnam

HUR Yoon Sun

HUR Yoon Sun

| 16-02 |

A Short-term Export Forecasting Model using Input-Output Tables
HUR Yoon Sun

PYO Hak K. and OH Soo Hyun

| 16-03 |

A Predictive System for International Trade Growth
CHON Sora

| 16-04 |

The Impact of Chinese Economic Structural Changes on Korea’s Exports to China
SHIN Kotbee and CHOI Bo-Young

| 16-05 |

International Transmission of U.S. Monetary Policy Surprises
KIM Kyunghun

| 16-06 |

Labor Market Flexibility and FDI : Evidence from OECD Countries
CHOI Hyelin
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| 16-07 |

To Whom does Outward FDI Give Jobs?
KANG Youngho and WHANG Unjung

| 16-08 |

The Effect of Exchange Rate Volatility on Productivity of Korean Manufacturing
Plants : Market Average Rate Regime vs Free Floating
CHOI Bo-Young and PYUN Ju Hyun

| 16-09 |

Comparative Advantage of Value Added in Exports : The Role of Offshoring and
Transaction Costs
CHOI Nakgyoon and PARK Soonchan

| 16-10 |

Government Spending Policy Uncertainty and Economic Activity : U.S. Time Series
Evidence
KIM Wongi

| 16-11 |

A New Measure of Inter-industry Distance and Its Application to the U.S. Regional
Growth
YOON Yeo Joon and WHANG Un Jung

| 16-12 |

China’s Development Finance to Asia : Characteristics and Implications
OH Yoon Ah

| 16-13 |

Economic Effects of Anti-Dumping Duties : Protectionist Measures or Trade Remedies?
CHOI Nakgyoon

| 16-14 |

Trade in Intermediate Goods : Implications for Productivity and Welfare in Korea
KIM Young Gui and PYO Hak K.

| 16-15 |

What Explains Current Account Surplus in Korea?
HAN Chirok and SHIN Kwanho

APEC Study Series (in English)

| 16-01 |

Paths and Strategies towards the FTAAP : Linking Integration and Inclusive Growth

APEC

Study Series

16-01

CHOI Byeong-il
Paths and Strategies towards the FTAAP:
Linking Integration and Inclusive Growth
CHOI Byung-il

| 16-02 |

The Economic Effects of Labor Force Enhancement in the Asia-Pacific 		
Region by Trade Liberalization
SUNG Hankyoung
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대외경제정책연구원은
대외경제정책연구원은 신흥경제국가들에 대한 종합
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Studies in Comprehensive Regional Strategies 16-01

전략지역
심층연구

사업을 진행하고 있으며, 이의 일환으로 동남아시아,
인도·남아시아, 러시아·유라시아, 터키·동유럽,

16-01

JEH Sung Hoon, NA Hee-Seung, CHOI Pil Soo,
and Lkhagvadorj Dolgormaa

2016년 6월 중국, 몽골, 러시아는 32개 프로젝트를 포함하는 ‘중·몽·러 경제회랑 건설 프로그램’을 확정했다.
해당 경제회랑은 한국의 유라시아 협력 중점협력 대상 및 협력국들이 추진하고 있고, 리스크가 적은 소다자협력
방식을 채택하고 있으며, 남북관계 개선 시 확장성이 있는 사업인바, 중·몽·러 경제회랑과의 연계는 ‘유라시아
이니셔티브’와 ‘유라시아 협력 로드맵’의 기본 구상을 실현하는 대안적 협력모델이 될 수 있을 것으로 판단된다.
중·몽·러 경제회랑 건설 프로그램에 제시된 주요 프로젝트를 검토한 결과는 다음과 같다. 첫째, 교통·물류
인프라 연계방안으로 한국에 유리한 교통·물류 노선 개발 유도, 투먼 교통 회랑과 연계한 중·몽·러 교통
인프라 개발, 동몽골 철도 네트워크와 나진항 연계, 국제물류정보시스템 공동개발 지원, 초국경 국제물류단지
개발 참여 등을 제안한다. 둘째, 산업협력 방안으로 정유시설 건설, 초국경 경제협력지대 활용, 전력 인프라
구축 대응, 몽골 축산물 공급 선대응 등이 필요하다.
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Development Potential of China-Mongolia-Russia Economic Corridor and Korea’s
Linkage Plan
JEH Sung Hoon, NA Hee-Seung, CHOI Pil Soo, and Lkhagvadorj Dolgormaa
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| 16-02 |

Research for Korean Start-Ups and Small-Medium Companies to Enter India Market
JUNG Hakbum, KIM Bumsoo, CHUNG Wonhyuk, HONG Sungwon, KANG Jaeho, JUNG Kisoo,
CHOI Mingyu, and KIM Youngkeun

| 16-03 |

India’s TBT and SPS: Institutions, Cases and Impact on Exports to India
LEE Woong, LEE Jung-Mi, KIM Sinju, and JANG Yong Joon

| 16-04 |

Korean Firms’ Investment in Central and Eastern Europe for 10 Years and the Policy
Implications for Promoting the Network of Trade and Investment
KANG Yoo-Duk and LIM You-Jin

| 16-05 |

Selected Promising Industries in Slovakia and Industrial Cooperation between Korea
and Slovakia
LEE Cheol-Won, LEE Hyun Jean, and LIM You-Jin

| 16-06 |

Political, Economic and Sociocultural Uncertainty in Emerging Market Turkey
YANG OhSuk, SEO Min-Gyo, and YANG Min Ji

| 16-07 |

The Economic Development Strategy and Foreign Relation of Iran
BAEK Junkee, KIM Taehyung, RYU Deockhyun, and YOON Sungwook

| 16-08 |

Corruption in Latin American and Its Implications on Korean Policy

PARK Yun-Joo, KIM You-Kyoung, KIM Chong-Sup, SEO Ji-Hyun, SON Hye-Hyun, LEE Mee-Joung,
YI Sang-Hyun, and LIM Taekyoon

| 16-09 |

Evolving Digital and E-Commerce Trade Rules for Northeast Asia (in English)
Deborah Kay Elms

| 16-10 |

Regional Inter-dependence and Vietnam-Korea Economic Relationship (in English)

Tran Toan Thang, Nguyen Dinh Cung, Dang Quang Vinh, Dang Thi Thu Hoai, Truong Minh Huy Vu,
Thai Thu Phuong, Hoang Thi Hai Yen, Tran Thi Thu Ha, and Pham Viet Tuan

| 16-11 |

The Future of Korea’s Trade and Business Portfolio in North Africa: A Deep Horizon
Political Economy Scan of Algeria, Morocco and Tunisia (in English)
Mark Abdollahian, Jaehoon Lee, Zining Yang, and Khaled Eid
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| 16-12 |

Studies in Comprehensive Regional Strategies Collected Papers I: South East Asia,
India-South Asia
KIEP

| 16-13 |

Studies in Comprehensive Regional Strategies Collected Papers II: Russia-Eurasia,
Turkey-Eastern Europe
KIEP

| 16-14 |

Studies in Comprehensive Regional Strategies Collected Papers III: Latin America,
Africa, Middle East
KIEP

| 16-15 |

Studies in Comprehensive Regional Strategies-Collected Papers
(International Edition) (in English)
KIEP

Long-term Trade Strategies Study Series (in Korean / English / Japanese / Russian)

| 16-01 |

Temporary Separate Operation of South and North Korean Economies after
Unification : Economic Necessity and Legal Validity
LIM Soo Ho, CHOI Jang Ho, MIN Jun Gyu, LEE Sang Min, and CHOI Yoojeong

| 16-02 |

Temporary Separate Operation of South and North Korean Economies after
Unification: Monetary, Financial and Fiscal Aspect
KIM Youngchan, KIM Bumhwan, HONG Seokki, and PARK Hyeonseok

| 16-03 |

Temporary Separate Operation of South and North Korean Economies after
Unification: Labor and Social Welfare
KIM Jin Soo, HWANG Gyu Seong, and Christina Hießl

| 16-04 |

Temporary Separate Operation of South and North Korean Economies after
Unification: State Property Management
PARK Cheol-Soo, CHO Bong Hyun, and JEONG Il-young

| 16-05 |

US Strategic and Economic Cooperation in an Early Stage of a Hypothetical Korean
Reunification: Opportunities and Constraints (in English)
Nicholas Eberstadt

| 16-06 |

The Effect of Inter-Korea Trade Liberalization on Japan’s Economy through the
Global Value Chain (in Japanese)
Tomohiko Inui and Hyeong Ug Kwon

| 16-07 |

Russia’s Strategy for Economic Cooperation with Unified Korea in 		
the Context of Changing East Asian Value Chains (in Russian)
Sergey Lukonin
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Conference Proceedings

| 16-01 |

Consensus Toward a Northeast Asian Economic Community
CHO Lee-Jay and LEE Chang Jae eds.

| 16-02 |

2015 Trans-Pacific Intellectual Dialogue

CHUNG Chul, Charles E. Morrison, and Mark Thoma eds.

Volume 20 Number 1 (2016 March)

East Asian Economic Review (in English)

An Analysis of the New Trade Regime for State-Owned Enterprises under the TransPacific Partnership Agreement
Mikyung Yun

The Empirical Evidence on Government Bond Market Integration in East Asia
Lian Liu

Potential Economic Impacts of the Vietnam-Korea Free Trade Agreement on Vietnam
Thanh Hoan Phan and Ji Young Jeong

A Comparative Study on the Self-help Approach in Rural Development between
Vietnam’s New Rural Development and Korea’s Saemaul Undong
Trang Thu Do, Hanh Thi My Nguyen, and Trang Thu Vu

Volume 20 Number 2 (2016 June)

The Index of Asia-Pacific Regional Integration Effort
Victor Yifan Ye and Mia Mikic

Are Korean Industry-Sorted Portfolios Mean Reverting?
Seongman Moon

R&D Spillovers with Endogenous Absorptive Capacity : Lessons for Developing Countries
Chankwon Bae

The Effect of High-Skilled Emigration, Foreign Direct Investment, and Policy on the
Growth Rate of Source Countries : A Panel Analysis
Jisong Kim and Nah Youn Lee

Volume 20 Number 3 (2016 September)

Should TPP Be Formed? On the Potential Economic, Governance, and ConflictReducing Impacts of the Trans-Pacific Partnership Agreement
Jeffrey H. Bergstrand

Whither the TPP? Political Economy of Ratification and Effect on Trade Architecture
in East Asia
Byung-il Choi

* The Journal of East Asian Economic Integration (JEAI) has changed its title to the East Asian Economic Review (EAER) starting from Vol.20, No. 2.
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Trade, Trade Finance, and Global Liquidity in Asia; Markov-Switching FAVAR
Approach
Douglas H. Brooks, Elvira Kurmanalieva, and Doo Yong Yang

Quantitative Comparisons on the Intrinsic Features of Foreign Exchange Rates
Between the 1920s and the 2010s : Case of the USD-GBP Exchange Rate
Young Wook Han

Study on the Impact of the Private Credit Excess on the Credit Risk under the
Massive Capital Inflows Risk under the Massive Capital Inflows
Jong-Hee Kim

Volume 20 Number 4 (2016 December)

Early Globalization and the Law of One Price : Evidence from Sweden, 1732-1914
Mario J. Crucini and Gregor W. Smith

Trade Facilitation Provisions in Regional Trade Agreements : Discriminatory or Nondiscriminatory?
Innwon Park and Soonchan Park

Estimating Exchange Rate Exposure over Various Return Horizons : Focusing on
Major Countries in East Asia
Jeong Wook Lee, Sunghee Ahn, and Sammo Kang

Sectoral Price Divergence between Korea and Japan
Seongman Moon

Quantile Dependence between Foreign Exchange Market and Stock Market :
The Case of Korea
Heejoon Han and Na Kyeong Lee

World Economy Brief (in English)

| 16-01 |

Determinants of Value Added in Exports and Their Implications
CHOI Nakgyoon

| 16-02 |

Russia’s Economic Modernization Policy and Implications for Cooperation between
Korea and Russia
KANG Boogyun, MIN Jiyoung, and JEH Sung Hoon

| 16-03 |

Mobile Money in Sub-Saharan Africa and Its Implications
JANG Jong-Moon and PARK Hyunju

| 16-04 |

Private Sector Development in Africa and Korea-Africa Development Cooperation
PARK Young Ho, JEONG Jisun, KIM Yejin, and PARK Hyunju
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| 16-05 |

Korea’s Recent Export to Vietnam and Implications
LEE Jaeho

| 16-06 |

Time to Rethink Monetary Policy in Emerging Economies: Touching the tip of an iceberg
LEE Il Houng, KIM Kyunghun, and KANG Eunjung

| 16-07 |

Macro-prudential Response to Increased Global Market Volatility
KANG Tae Soo, LIM Tae Hoon, SUH Hyunduk, and KANG Eunjung

| 16-08 |

Recent Development of Labor Mobility in the EU: Comparative Study on the British
and German Cases
KANG Yoo-Duk and LIM You-Jin

| 16-09 |

Outcome and Implications of the Nairobi Ministerial Conference
SUH Jin Kyo and LEE Hyo-young

| 16-10 |

Remittances from Korea to Southeast Asia: Trends and Implications
OH Yoon Ah

| 16-11 |

New Industrial Policy of South American Countries and Industrial Cooperation with Korea
KWON Kisu, KIM Jino, PARK Misook, and Yi Si Un

| 16-12 |

Implication of Financial Reforms in China and Vietnam for North Korea
LIM Ho Yeol and BANG Ho Kyung

| 16-13 |

Regulatory Reform in Japan
KIM Gyu-Pan

| 16-14 |

A Proposal to Lower Non-Tariff Barriers between China-Japan-Korea
CHOI Bo-Young, BANG Ho Kyung, LEE Boram, and YOO Saebyul

| 16-15 |

The Changing Structure of Economic Cooperation between China and North Korea
CHOI Jangho and IM So Jeong

| 16-16 |

Logistics Hub Strategy of the GCC Countries and Policy Implications: With a Focus
on Saudi Arabia and the UAE
LEE Kwon Hyung, SON Sung Hyun, PARK Jaeeun, and Jang Yunhee
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| 16-17 |

Catalyzing Investment for Renewable Energy in Developing Countries
MOON Jin-Young, SONG Jihei, and LEE Seojin

| 16-18 |

North Korea’s Trade with China in 2015: Analysis and Forecasts
CHOI Jangho and CHOI Yoojeong

| 16-19 |

Modinomics and Its Implication for Korea - India Cooperation
CHO Choongjae, SONG Young-Chul, and LEE Jung-Mi

| 16-20 |

Korea’s ODA Policy for Fragile States in Asia
KWON Yul, LEE Sang Mi, and YOO Aila

| 16-21 |

Korea-Mongolia Economic Relations: How Can They Be Reinforced?
LEE Jae-Young and GWUN Ka Woen

| 16-22 |

AIIB Development: Forecast and Implications
LEE Hyuntai and KIM Junyoung

| 16-23 |

Employment Policies Amid Low Growth: Case Studies of European Countries
KANG Yoo-Duk, LEE Cheol-Won, OH Tae Hyun, LEE Hyun Jean, and KIM Junyup

| 16-24 |

Korea’s Readiness for the ASEAN Economic Community
KWAK Sungil and KIM Jegook

| 16-25 |

The Aftermath of the Brexit Referendum: Political and Economic Impact in the UK
YANG Hyoeun

| 16-26 |

Productivity and Exports in Korea: Comparisons with China and Japan
BAE Chankwon

| 16-27 |

Structural Changes in China’s Import Market for Domestic Demand and Implications
JUNG Jihyun

| 16-28 |

The Russian Economic Crisis and Falling Remittances in Central Asia
YUN ChiHyun
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Settlement of Accounts for 2016
1. Revenues
The 28th (current) term 2016.1.1.~12.31. 

Source

(Unit: KRW)

Budget (A)

Closing (B)

△Chg. (B-A)

% (B/A)

Total

38,966,376,548

37,835,604,344

△1,130,772,204

97.1

Government funds

29,330,500,000

28,653,517,000

△676,983,000

97.7

Government contribution allocation

29,330,500,000

28,653,517,000

△676,983,000*

97.7

8,952,000,000

8,275,017,000

△676,983,000

92.4

•Salary
•In-house Research

5,536,000,000

5,536,000,000

-

100.0

12,019,500,000

12,019,500,000

-

100.0

•Operating expense

1,718,000,000

1,718,000,000

-

100.0

•Equipments expense

1,105,000,000

1,105,000,000

-

100.0

-

-

-

-

Proprietary funds

4,693,863,000

4,239,259,596

△454,603,404

90.3

•Internal service funds

4,205,000,000

3,867,036,405

△337,963,595

92.0

•Enterprise funds

181,000,000

104,449,450

△76,550,550

57.7

•Others

307,863,000

267,773,741

△40,089,259

87.0

-

-

-

-

Carry-overs

4,112,899,832

4,112,899,832

-

100.0

•Government funds

3,530,221,669

3,530,221,669

-

100.0

•Own income

582,678,163

582,678,163

-

100.0

Research and development reserves

829,113,716

829,927,916

814,200

100.1

•General Projects

Government contribution substitution(△)

•Government office building deposit and sales balance

* Unused salary amounts

2. Expenditure
The 28th (current) term 2016.1.1.~12.31. 

Source

(Unit: KRW)

Budget (A)

Closing (B)

△Chg. (B-A)

% (B/A)

Total

38,966,376,548

35,637,022,493

3,329,354,055

91.5

Salary

14,127,438,590

11,437,088,875

2,690,349,715

81.0

Research expenses

20,749,349,374

20,321,631,939

427,717,435

97.9

Operating expense

1,851,949,793

1,798,742,910

53,206,883

97.1

Equipments expense

1,116,805,900

1,116,805,900

-

100.0

Research and development reserves
Closing surplus appropriation
Surplus
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-

-

-

-

1,120,832,891

940,876,022

179,956,869

83.9

-

21,876,847

△21,876,847 Net decrease

2016

2016
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