It KDI Bk

KDl BEHR £ AME Mo Bt SHSEX M SHEEMC YN B HI|=E
M . 0|28 2Ho| Cj3 A THIE o 23| + 0

1 C|
5 ot :
ol sHE2ORA BT ANHHY U3 Helst UE =28 F YO stof TR0k of
O:

Uzt 92 7|nE sadic
23] 3 ol7y|ple] HEIISS 22 MRHMBUXSO|L} YHSRSH 2

rok rir Mo rf
2
_o||_

= ATl APAE | aoist = SA{stol| 1979 3ol &2t5t0f 20014 8
TR HARZAnerS ARSI EUICE a8t 2ot ciefstn Ho| 22 =8

2 F£23517| sl 2001 8 O|FHE = F=2HHMo| HAS JIF 2E AFXEL EIE
M3 ASD AFUCh Chst Azt J1R ARK} ofe{ 2ol M3l &S J|of g ch
2xlo A2l e X sjelel oAz TR A%T|Ho|Lt ZX|2 SAAG S LIE
e 242 ofduct
HE AT A (BT ML)
HAZEAL MOIM (SH2IHEI ) o172 R)
HEgd Y (M2cHstn ZHstet n)
2SN (ST A7)
B (ZQOistn FAsn wF)
AlZA (2T HEAIRS 18
REZE (S=HLAT A7)
0|24 (University of Houston %)
AR (BRI 7e 729 2)
SR (ST Mo d)
BE5 (VMCHstn ZHCHEH W)
S5l Al (Texas ASM 1)
HYHY 233 GELAT FAATR)

?.
?.

g

BY A RME (EEeeRe Fel

u
=
Tor
=

rio

)




KDI Bk H%

A254 A2z (FH A92%)

EIg

,,IB

]l

I

I=

U EEY XY myun F AN Tt vt
M3
S|

Entry, Exit, and Aggregate Productivity Growth:

Evidence on Korean Manufacturing
-+ Chin Hee Hahn

%% B ZHERE T SXFHY Y [ 55

International Comparison of the Income Distribution

-+ Gyeongjoon Yoo

| =]
2y

FHO=E-/89

fjo

AEIBYY 2o FYHL -UF
5 -

The Impact of Internet Banking on the Performance of the

Korean Banking Industry: An Empirical Analysis
-+ Hyeon-Wook Kim + Chang-Gyun Park

%2 UMY WL Y: Wag the Dog? [ 137
- R AR

Expiration Day Effects in Korean Stock Market: Wag the Dog?

-+ Chang-Gyun Park - Kyung-Mook Lim

Korea's Direct Investment in China and Its Implications

for Economic Integration in Northeast Asia [ 171
-+ Joon-kyung Kim - Chung H. Lee




KDI B35 RHge

H253 H22(S2 H922)

Entry, Exit, and Aggregate Productivity Growth:
Evidence on Korean Manufacturing

Chin Hee Hahn
(Korea Development Institute)
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ABSTRACT

Using the plant level panel data on Korean manufacturing during 1990-98 period, this
study tries to assess the role of entry and exit in enhancing aggregate productivity, both
qualitatively and quantitatively. Main findings of this study are summarized as follows. First,
plant entry and exit rates in Korean manufacturing seem quite high: they are higher than in the
U.S. or several developing countries for which comparable studies exist. Second, in line with
existing studies on other countries, plant turnovers reflect underlying productivity differential
in Korean manufacturing, with the "shadow of death" effect as well as selection and learning
effects all present. Third, plant entry and exit account for as much as 45 and 65 percent in
manufacturing productivity growth during cyclical upturn and downturn, respectively. The
findings of this study show that the entry and exit of plants has been an important source of
productivity growth in Korean manufacturing. Plant birth and death are mainly a process of
resource reallocation from plants with relatively low and declining productivity to a group of
heterogeneous plants, some of which have the potential to become highly efficient in future.
The most obvious lesson from this study is that it is important to establish policy or
institutional environment where efficient businesses can succeed and inefficient businesses
fail.

= ATE 1990~9849 7|7HE = M=ol ARHMY XIZE 0|85t T - E[E2
ExH myntgol SRoMMY BIlA e dge FYsict ol fIsto] 21E
AtH T - B E0| HEte mhotstil Xl - ElEn AIEA S2oMitdzie] SEN
A BNt 2, EaMMY BIt0| QIRHE S510 MEY ELLMMM ZTl0|
L T - ElEo| 7|0 E Feslel=rt. F2 Z1k= chgnt Zof A, g= M=ol
AlH] 2 - ElES S5 ARIMuE2 SHA J|FEC2 & o T of &dks| 2oftn
UCE Atodd 5 olgte| AFRIQAIGA = B Aol M M= MAlHol 215~262%
712s dysied, 5 olujof st AlASl ZSRET 0|2 FALSICE =M, 252
ATZATR} ORRVIX|Z AlA S| DY - §lEF2 O 220 0] A AEH S HAHZ
MAM XO| S BHFEICE &, 2 7 e Bl MEoM T AlEe] M8 sheg T F39
U= S 71F A=E0IM E0=UH HatSo| 2EES ZoiF1 Aot opx|¢tez
EQaUMY Bote| QolEs 2o AldHel Y - ElEo|2ke 3xY afuaiye o=
Mz ok 57t S2oUtkd FTl0] 45~65% 722 MYsind, O E242 F7[sk7(ol
H< 37 Hetdoh 2 Ao 17 &= Mxgel 284 &uol TlY - BE9
Az ooty L ZHolEkE AIFEH YAl AtFol el vt 3cks Ae =Y3
Ho{F1 Uct wEtA & EoUNMol XEH gag M E Ttey|Ee U
XA RO E=A ot apgolets AlEEH e 2RI MU Z 2EE = s
AR EE e RAlsts Aol EERlg AlALECL




AA7g Hgk Bdig 71E AT 8% A3 F shie o=
AR 5 SAFARGE ALY SV 571 57 7 A
£ Awd glo] gs 83 ajlelgke Y Aotk
7} 3 AE Apolold a4S5E £E9 AolE Axdhe
Aol & A & =7 AEHAQ] A4S A e ToLBAAY] &
dol BFE7HAS 8R19E VIR HARE A vkl & 4 ok $H3
Hayashi and Prescott(2002), Bergoeing, Kehoe, Kehoe, and Soto(2001),
Hahn and Lim(2002) 52 S&§17159 97 A% 445 ¥l 894
FHRO= T2 S7He] wslel Y3 FEES HoFa 9]
ok olAH I7F 1+ ARE AolE AW Ay S g 171
A& S Al T Mol Fag adolge e B
S, $44849) Pyo] TAHOE ol T 342 Fahko] o]0
g ASH A= W =ESQIT
ATe XY - FE9 BAZ Z7F(competitive process)©] F
a g mAE FEFS T ARHY AFE A (plant)E F]A]
55 o83ty Fetetaz} sty YA o] Schumpetere AAIE 2 Al
& A FAE Z2 FAMAE dAlS vobbe x4 o
Z(creative destruction)©] AHEF-9] AAE LA 7= dsHolza 3}
oFstith. o]l Schumpeter®] sl WAAZ Aol THx oE
o Stokey(1988), Grossman and Helpman(1991) 5ol &3] Rt} A x|3k o]

g
7|2 gich ok g 7kA] A stat 5

YA gl S o] AAE gl el Hal Aol Ak of
uisle Aoz Ao gt ole} AHAF =A2 Mankiw, Romer, and Weil
(1992), Klenow and Rodriguez-Clare(1997), Hall and Jones(1999) 5& #Z3}7] vl
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[N F7 FR7IH0E Tt AL vl Ang A
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Zan B AREAE AR REARA F10) Jlolake 4w
7} u$- 2tkal B8kl 9l ¥HAE4) Aw, Chen, and Roberts(2001)= 7]
Qo) A9 - Hzol tnhel Az HAES FRAMNH F7he) A
TS Aditde 235 AAlskal Atk Aw, Chen, and Roberts(2001)
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|
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o] 9AEEAde Axd, 2y 7k a8y 7R FEE 2 4 9l
o A7IA AREAS] R RS FHLT 55091, 51~300%1, 3001
ol T Al 7o g FEIIAH
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9] 26.2%4 AT 22 199830 I 53 mwk AL A Q] At
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FAY] F88L US FogAA Uehdth AFdAR o] 51 w|RI AL
‘E Ae Axdd wet A FAFATY 58.1~67.5%F AFA|FT} o
714 AR Z)E] HIE] AFQAITE VIR s w AFEARe] W
L AFAI Y HFo] AteE AL o]lEo] YRE 727 AL A
S AARSH.
TAHRE B3l B o g AP AFAPAIAA Y BHlEe
AA] ZapA R v 2 2R du] e HlsiA e E2
. Aw, Chen, and Roberts(2001)= thete] 97] A= 4t
st AT AR 1991d9] A AFEA®E 5d w]Rke]
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(F1 - %)
59 oy
59 o)
1~34d 4~53 2 A
A+ A | A A A A | A | FA
Al AkeH Al Akl Ag | AR | Ag | 2k

1995 | 5332 | 17.13 14.22 9.09 67.54 | 26.22 | 32.46 | 73.78
1996 | 47.60 | 1536 | 18.68 11.11 66.29 | 26.46 | 33.71 | 73.54
1997 | 4540 | 14.77 | 18.67 10.63 64.08 | 25.40 | 35.92 | 74.60

1998 | 39.45 12.77 | 18.63 8.68 58.08 | 21.45 | 41.92 | 78.55

2} 18.3~20.8%5 YEPdtia Raslkar Ut} Tybout(1996)2 Halo]
ARSE AR E o] g38le] AFAH 53 mRke] ARQAl= AR AR
15.0~15.7%2 A 3ctar B askar 9Jvk 88 Dunne, Roberts, and
Samuelson(1988)& v]=r2] A2 71 AEES o] &3le] AMYHH 593
H v 719 AFAGES Axdd wEt 13.6~18.5% ZHgolEe 2RE
A A gkt

4714 el AFAYAGA HlEo] thro] wis) vk A
APTEHA 549 oA JIske Ao F23 B+ UL A
ok F, @53 YR DEAFY VL FHEL YA, o] F
F7ke) TR} US dzeleks P B Led Atk BFe 3
7 7)) Aoleks /1gHTe) 27 EHAAT de F
£719 FHORE DEAFS o)Zo] W Fvjoltk. WAl el A
o] Yhere] F2719900 M) thFEe] AIhEN G 8FE AR

7) AFRAQAIA Y RS S AT diTkAw, Chen, and Roberts[2001]) 7F
AP oz Hudte A& thh FoF 8tk 1 o) dTe ARIA FF
9 AB5E ALEEla Qe ¥ AW, Ch en, and Roberts(2001)1_ 719 59 A5
AHgEtaL 917] WiEelth 1Rdol® Bata divke] =R} Agzlgie] tha &
itk 48s WE & US 2 Qi JJrD}EFEﬂ °l= &7 % (multi-plant
fim)o] A3 g AFGAl FEAA SAHE ATAGHELS 71 FEAA 54
@ Azl v =5 Fiel gl7] wEolch



FAQl AATRE ZFAA AJTHE, o= AES] o
A gEo] Aoz A3 &42& AetE s

At A e AR TlEo] vt A AFRAY] AEE ul¢
Skt 2). 3F A=9] AxY ALY F 051501] w2}t 13.4~15.1%
7V o] 3d oo AEetE ARQA s AskEth T=e o o
o] AR Z o]F 53 olfjo]l AWdle AlGAl] o AYkEE H]
ZL19.9~24.1%01 o|ET} oJ7]A % 513 ool AEdt= AFF A1) H]
T ALY VFARTG AJAFE VR T o E4 Z), o] &
AARIAZE FEF 22 ARQA JEES S gtk fleh 2
2 ek ARIA Aol Vet §F dAmell 2PAUYE AFGA 7]
53 oS AESR= AMGAY BlFE Axo) wel 36.1~47.4%40l
| ek =3 19930 22U E AMGA 7Fe-H 53 oS AE
sl ARG A9 BlES 1 o)F dxe} sty A3 v, ole o
Al 1998 e H ol AFHATS Wit

*Ff 1JAFAA 7 A2 7H5AS oJEr AFY 101] H] 3] %E‘r.
Zh Az o] AFAYAIIA L] Aokl I ARAA Al 7
£ UEhith AR PANE AT 28 E TFe e 53] 27] 3d 7]
oA e} AFFAol HlE] = o= 01}\1 A&l A] Jovanovic(1982) &
o5 Rty Aot AQAT VIELE AT YPAIEA <]
4~55.9% 7o) 31 oljel] 2msHE ZoE Uehged, o] &
A <3t 2>9 dF ARG AR =L Roth A Fo= At
HAREA ] 7] 3 old] AEEF WA AFGA9] 3 o]y AEE
tole 8 FEHA=, ol AFAYAIGA 7 -2 27t
AgAlelBE gdst Adel & 4 vk 2y AT GARIA

N

‘V
3
1o
S~
>,
ind
24

of\ FH r

Brﬁﬂ&?ﬁrﬁﬂﬂi

(

)
rlo

8) 3FH Spence(1977), Bulow, Geanakoplos, and Klemperer(1985) 5o AAQA A7
o] AIZAY o]F o]&E FE 4 g THEV|dl FE3E LN E 7]ET|o] B
AL g AF AFAYL ARG FASH S, AEA 59 FAs 7Y
AL AUH w3 B4 Aol thEk M- 2 F2Kpreemptive commitments)2] A4S
ﬂxm A7) W fFAYAFEE(idle capacity)?] BAE EAA AYAA]
o] "th= Zolth B o]9} 22 o] Z k=9l Aol AR A Ao
A FFANEEE RSl T, ole AAYs AR a94E /S
Zolgtal B 4 th o]gd =4S /S & dY Y HEAA ZAI=-T
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<H 2> ABAIEC EX5)I12HE JI0E

(1 - %)
53 o]y
59 o
1~33d 4~53 2 A
< AR A A B A | A
A4 | 2t A4 Akl Ag | Y | AF | A

1990 | 36.85 | 13.36 15.71 6.48 52.57 | 19.85 | 47.43 | 80.15
1991 | 37.41 | 14.52 17.11 7.62 54.52 | 22.14 | 4548 | 77.86
1992 | 39.28 | 15.08 16.72 7.77 56.00 | 22.85 | 44.00 | 77.15

1993 | 43.71 | 14.92 20.23 9.13 63.93 | 24.05 | 36.07 | 75.95

(9 %)
54 o]1ﬂ
59 o)
1~34d 4~543 2 A
A FA LAY | Y] AE | A AH A
Ag | At A4 | Ak Ag | Ak Ag | At

1991 | 47.41 | 40.15 16.84 | 13.51 | 64.25 | 53.65 | 35.75 | 46.35
1992 | 46.38 | 36.03 17.10 | 12.20 | 63.49 | 48.23 36.51 | 51.77

1993 | 5590 | 38.58 | 20.06 | 12.75 | 7596 | 51.33 | 24.04 | 48.67

o] AMFAFE 4~5d 77E AEELS HIZZ - (unconditional) AEE T}

A7 t2A @k g AFAYAGAE 53 27 1 3d 71 e A
]

it

2 rly
pay
o
fitt
as!
i
(i,
A
o
,rlr
L
=2
_>.:
L
_‘m
m
S
ﬁ

J 2l Al S o 22 A0
BT S AFAGAIA] B ARER Aske] AAA
513 ol AEFFE AQA ) HIFLS A 71 E0Z 240~36.5%

3 ATFAYAA YANE FEI}F 2 AL



(F9 - %)
5 o]u
54 o])\l—
1~3d 4~53 2 A
A | B | A | 2| A | B | A | 3
A | ke | A | A | A | e | A% | 2

1995 | 13.09 12.61 5.16 5.72 18.25 18.33 - -

1996 | 13.92 11.57 4.47 7.30 18.39 18.88 2.44 3.28

1997 | 15.32 15.60 4.47 7.29 19.78 | 22.89 3.44 4.62

w8 Jhs4ol ¥e Ao Vet
Q) ARPAFAY A S AzGAAE
=2 Z

of-¢- ghdksiot Al 7]E o 2 AAHARYL AFRgRtFolv F
L3t} < 4> §F A& AxY ANAY 11.6~15.6% 7HFo] A
3d ool 59 AFFelA AFIH AR PAIG A Ol o) AatES B
Ft. AAGAS VFo 2 olE AMGAIES] HIFo] 13.1~15.3%0] &
sttt $HH g Axo] Az A F HAA 59 ool AAFHAS F
3 ZJARIA 7} Atels RS oF 18.3~22.9%0 o]Eth AFHY
AFAAI 9 HlwEhE AMHHEAAYAIGA S B oE I & A

AJ= YERdT.

nA o2 AMGHAEEE A EAEA Sdeith or|dAT
AR E SAIGA = LBAIGA o vl 3] FH?J} 2 Aoz yehdth
<3t 5> YER Q) L5 7|2 o|%F 3 oo TE 5T
APo R AW S HFES T AAE AN TlEeR of
8.8~12.4%, A}ﬁxﬂ o2 9F 13.1~148%2 x}x3c) A 53
ool AWM S ol HEE AMGAlE A wep Al ALt
14.5~163%= XW?&E}.

Iﬂ fr

-h FUIO y
N
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<H 5> AFHBEEISAIAC E5)12E JIHT

(F1 - %)
59 o
53 o)
1~34d 4~54 2 A
AFE A AR | A A Y A | A
Ag | Ad | AE | A | A | A | AS | AR

1991 | 1429 | 12.36 3.80 3.92 18.09 | 16.28 2.61 4.60

1992 | 14.82 | 10.90 3.46 5.24 18.29 | 16.14 2.20 1.60

1993 | 13.08 8.79 4.47 5.68 17.55 | 14.47 - -

V. M Yids TYES

L NgIH A XEY 29

AFAA] F QAR AR (total factor productivity)2] #3 2 1 Al7he]| w}
& Wshe [ 100 foks o] vk [Z® 112 1990, 1994, 1998 37}
o tisliA FLe A7 A FIHE AMFA ] U EEE VER
ATk A7IA B3 AL Az AAWE ofye} 72+ MEshE 4ol
oJ Al AFQAl A o] w9 o] A A (heterogeneous) O] 2t A o]t
oj9} e AAA A ] o] AL Eaie} e wA|A B A
At & & 7HA F5E A

Moot O %9 kI LT

= AES AAE

<3 6> AFGA AL BE 9 O WHEE
Atk o371 E 1990, 1994, 1998 37Kl tha)
7} Akdoll disiA AFdA A4 o] e o] 4

Moo BN
ES

.

=

=1 )
it

kv

._'



Ehd Aotk o7ME iR AR AFGA] A BEL A7l ot
502 olFadse] W3 Teldth d AxRYY A T
(median)©l| f‘fﬂﬂé}b— /\}‘”iﬂg] A2 L 1990 ~98W 717HE ©F 26% =
7T, ol A& oF 3.2%0 et Eg AgHEE AE9 Ao]
7 AARE 1270 BE *WOM kel AAXF AFGAlE § 7IkE

2o S71sE A2 yepdth AN S 7P wsid e B
2730 g &R ol e, ol A A F7HES 1990~
98 717F5 247 68% 2 47% Atk WHE AaHd SUF 7 B A
de = - BZ(2%) D SATF10%)Q A Z Yelgth o 4k
o] F7gkell YA AFA O] A FTHEE 22~33% THE)] AR
Uelstth 3 AR B XA A9 25% B 75%00 X3 AL A S A
A FEE T S7HEH HISE Aoz YEhgEt, ol [

ANA BT JbA ALY BEo FEZF 1990~98d 7ZE A

=
WA ke AlARRIT

of

-

sle] t=o)g Fafe] S AlQASe] ALY FEolEE ZHoIA
oS oMol AL & & Atk ER Az WA F& 2gel 4
A4 27K BEAT AQAE 97 B 3718 EE o] Tl
the A= $F 5 ek aehd odd =ow A nE Az A4
e We] A 2/E 2 wele] 2 Qe MAHS Al
FE2 Welo} o W@ WAL YEAE X 5 gich o S, olv] 2
TolAE Aol 1delehs e 7R Bl 4T JEo AA)
o QY - FFo] FABTHE R ARG Z, |

= a9 1M B 4
A BEY olFS FUT AQA B TER A Sl s
JeRFE Aol ofeks Aotk Ea 44 71t Bek £ AL
2 sheekE A B ATA 927} Akl we v S g

Aolth, oleld WS nelshd (29 1)9) WAl He AgiA )
47 & & ek

o [e)
T =
B A o]y 3t Bt AFGAle] E8Kdynamics)S BT 13X

9) A 48] 25%F 75%0l XIS AR A 2] AARA
9] 2k A ezt Z7)si) ]t FE 983 A9 25% AFGAIe] AARA
JulF ez wd Ao 7|1t

AR 1994~98'd 7|17 )R-
=
R

7}

S
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<H 6> GHHY AR MAotd 22 3 H5}

1990 1994 1998
A A 43,259 72,286 62,462
29 75% -0.153 -0.017 0.099
gk -0.018 0.117 0.245
391 25% 0.122 0.254 0.399
SHNEF 1,929 3,359 3,303
9l 75% -0.170 -0.111 -0.103
T 0.012 0.065 0.085
39l 25% 0.190 0.258 0.274
CRik 4,470 8,548 6,840
391 75% -0.112 -0.029 0.083
Sk 0.012 0.108 0.226
39 25% 0.143 0.252 0.384
EXEE] 5,622 8,857 7,147
&9l 75% 0.005 0.069 0.022
ek 0.126 0.203 0.146
39 25% 0.258 0.335 0.286
s 3 6,090 7,958 7,835
39 75% -0.150 0.049 0.097
T -0.019 0.175 0.236
39 25% 0.109 0.308 0.390
HF&3E 2,066 3,965 3,036
291 75% -0.170 -0.057 0.077
ERigds -0.022 0.090 0.233
39 25% 0.131 0.237 0.406
AN 2}E4 1,761 1,868 1,878
39 75% -0.120 0.094 0.137
Sk 0.003 0.217 0.270
39 25% 0.132 0.341 0.420
xHFE 4,234 8,490 7,604
39 75% -0.188 -0.026 0.073
T -0.065 0.096 0211
39 25% 0.058 0.221 0.357
717178 10,078 15,623 14,520
291 75% -0.167 -0.001 0.157
Sk -0.046 0.117 0.284
39 25% 0.075 0.233 0.416
BT 1,555 3,243 2,742
29 75% -0.347 -0.116 0.309
gk -0.228 0.015 0.452
39 25% -0.097 0.149 0.618
Bkl 634 1,375 1,710
9l 75% -0.142 -0.035 0.098
T -0.042 0.091 0.233
39 25% 0.090 0.227 0.380
AEA B 2,593 3,450 3319
291 75% -0.246 -0.034 -0.223
Sk -0.128 0.076 0.343
39 25% -0.023 0.190 0.472
71 g 2,227 5,523 2,528
29 75% -0.083 -0.078 0.125
gk 0.043 0.040 0.265
391 25% 0.173 0.171 0.437




APAAA 7HEdl BE3H= AF A1) 9] $-(post-entry) ABAH
e oydr) £dshs AMdAY A& H(pre-exit) BAH] WEle
olwgtr}? AFAA 7+ A Atol= drht A <F (persistent) 91712

olgg AEEa tFo] Yot wet 2= LA BS54
= AFEAIY A - HE, 52 ST B AFGAl T A AR
(resource reallocation)©] AFFA 7+ A2 AXFE HEgsh=r) o7 o
gk ElES dAl st e ARIAS] 7S] - BEo] HA dAH Ze
T2 H D AR 71918 AIZE o™ AFG A oW aE ARl FA
o F2 7]Q1g ATl et sieS Faa} grhio

2. PY, =5, EZANUHY B xHo]

AFA AT RS - F= S| Atelo] BAIE HE]7] A%
AZA BAAM = EEAAA, TAAEA, ESAAA 7o ALt
o A B HE AFHNA HudTh A AFg A A ool whet
AAAE AT AARIA oF AP ABANA =, 28] B EAIA]
GARAA oF ARIH B E SAAA R o] 248 < 7>2 A2

ojo} 2 Tl ZHA ARIAl 2F] AN S d=EE UEd

rr "~ oX, >

oo B oo )y it

10) AFGA A9 A& EAle AFHAl 7 AL AAre] dlo] Floluke] #4)
oF Ag=lo] itk AFAAl 3F Ak Axpe] ARlel] #gF BAle oA oFF A
SHoZnk Rk AMIA Z2 7199 A SHA ] o]F A #gk o] &
T3] &3 =2]= Baily, Hulten, and Campbell(1992), Davis and Haltiwanger(1999),
18] 3 Foster, Haltiwanger, and Krizan(2001)olA4] 2to}=- 4= Qlt}. Baily, Hulten, and
Campbell(1992)2 ©] ZAE nl5Y A5 oz HAF5Hoa HAESY AMYA
o] A&A AL ztolzt 7197ke] AP Y] Aold Vdgte M HIESS
iUtk
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o],

<E 79 74 A%E e 2ol 2oFd 4 Ytk WA, 2 Ao
A 2EARIAS A AT R ZEAIA 3] vk Ao

weh 7 A AR 3~e%el Btk of Are 9N HYHER A
Aol Auolehs H8E Bal HWIELA AAZL EejETh: of
RESRE itk EY oldd Az S Azl =3
AL ohpl, e F7hEel tjet AvskE Aol 9E ek

A, AFAYALAE A8 R AEolE £570]) vle) BEA
o= el Ytk ol ARIAE Aol AEAA] MM 4
o) vrok 7Pg Aol ke Tgolth AFAAARIAY 2710
EEAA T REARIART B4e] Yk dse A2E A
A7k A1z AQAG W) Aol FrhE Bed NEA a3
(vintage effect) 7H0] 2 B4 EThe A4S AAKITE et o] @

\l

<E 7> Mzxgel AteddY gaMaM H]w(1990~98)

=z A A E S AR A
N a A
A o o o 2
ATAY | AEBEAY | & 2 | ARAEE
1991 0.046 -0.031 0.041 -0.003 0.050 0.026
1992 0.061 -0.005 0.061 0.018 0.068 0.046
1993 0.087 0.030 0.096 0.051 0.101 0.072
1994 0.132 0.056 0.141 0.101 0.144 0.118
1995 0.190 0.132 0.199 0.150 0.202 0.174
1996 0.197 0.143 0.208 0.160 0.214 0.185
1997 0.239 0.177 0.252 0.182 0.245 0.218
1998 0.256 0.200 0.267 0.249




A3} 7} Jovanovic(1982) B Hopenhayn(1992)3} 22 AFGA12] FEld W
slol] #g 2R HZ o|EEH FHEA B AL otk S, ARl
A el digh B skl JAE A= el A4l
o] Z7|EHFA Y A S 2 S 4 okl o dsiH
71l Aikdo] degte YgSs & 5 S Aotk & FHAA d%
A 3] ’é’lﬂﬂﬁ]?ﬂ‘?} AFRIJAG A gL st A HEEA] 7)o A4
o] g AMFAIZRE A A =

AFRAJAIG A E 0] 71E71ell Hlsl 27] Ak e] Yt A o
E Ay r HiEe ZAdo|t) oE E9], Aw, Chen, and Roberts
(2001)= tiFre] 7198 ARE ARESE 51d 7HA 9] EA A 19869
247190 712719l Hlsl AFdell whet 0.6~6.9% 7hE BAHdo]l W
o3 R 33kal Qlth SHH Foster, Haltiwanger, and Krizan(2001)2 v]=f
AzHe] AFFAE A2 E o]&-3gt 101d 7HA 2] FA00A 7|EANGA 9
ATFRAJALGA ol BAASR FoF FAAEAEY Aol HA
g & AT Bastar givk 28y o5 A 101 do] obd A 5

F ARIAE AFHAI S ZIEARIA O Hlg) A o] Y-S B

al

ST

B to,

)

R
=
T

A, AREARS B AEAR S E 47 AFAY 2 &
AR vls) Aol Bk ofE AlAlY) Yuge BEHos
E&AGA ) A SR BAT Wik Baol AYA 189 4
o8 oA BY AYUANYNGAE 599l Agoz RO e
AN olel 2Pl Arke A AFAWAIAE PR e,
webr] ATFAYALA dEl AU ARAAAA Y Ee A S

o B AN HA FPol @A) Yol =50l Hrke AL
APRITRL 2 5 Itk $9 AGEREEAGA} 28R R
4ol ke AHE ol ol gl Aotk shtsha 15e us
£ AgelAeL A% BESHE ALgAle]7] szl
YA, & AEe] AFAYALASE 247 1 AdEe] AFALAIY

1) 2L wHPRYoleks SANAE A 10870 AFALE ALA ) A=
AEAGA RS Age] weL Busta glck
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Aol w8l A4rHde] = o]=, Grossman and Helpman(1991)3} o],
AR APAELS 11 o)A 7&4 FrlozHE RS et
E X R&DE EYE 3 YAFA AAREH 7PAELS ks

A9 =9, AN BFEHE AFAY Y - HE dEe 1 2
el Fo] e AFGAl A AR Aol E REGsiH, dAF S
2RI Z Q1 Abxdo] obd S T 8] BoFal Qlthiy) 53] AEARGA <
A ALA] o] Z47]94 vlg| vt AL A& Xeholzk
I S-S UERTh &, o] W AMg A7 At =
7} AESE A1 Ay AA dA Y AL 84S =9 Ve
Sgoleke Aol

L
Ry
al 3

oA7|A FREE - AFYAGA S BaHdo] 5719 AR o
ad719gol vl gobe Aotk olgfd Ade AFGAIY JY - EE0]
BA A Y IS Emole T8AY Aol 3l s FA =
F= g Rtk 2, o] Az A 22 % AHATFAD)e! <
3 A A o] FAH o= HA AA A STt wH e A9
e AAG Ao RRHY S ke AL A B Y
EE2 As Ak Al Eo] AL STbol mA= &7} ol g AEeF
9l Falo] FHHE Aolehd WY - HE) A ZAEAI} Acke
71E9 AFATE @A IATAR] Ao EHY T2 S A9

T}h13)

S olle] AAAREY A F7HEIe] ARE A= ok
o Z V129 BEE AY - HEL A% AR o) Seha
oz AUGE A& ARSI Yk F AA AFAPALA A
o1F Qe Arnw 57 wvaxﬂm WS ol @) Tgo A
a5 Aol AR HETge Aovl, AFAGALA w4z

£ ARAE ME Y 37k Ze A %wg F3tel 97 A

*11__1__

JH ’
roi'

12) ool A =ofF ARIA 258 A Aol QLG BAH B4l sl o
T R Alog yehde, Ee ARIE 749 Abolell JaiNE AAl dF=
A e Avtolnk ofdl A3k FAIF FAAIE= Hahn(2000)& FHE3H7] vheh

13) 5, ARIA ARG o] A 0.2 ARl whet 2 Aol Yok Folal 71
of thisted 713k Do} ATtARARRIAI S} Bkl 713t 2719) BARIA ] At
FERG w2 5 Atk



ZIEARIA &) AR S mebeThe Aol &4,
e ARdAlE 4538 ARdAlCl Bls) HEA1H

et 5% o)d 94 71z B9t Aol wrke 4 AZska
é

2,
Y
o
dmrfr
Y

RIS

S M AR AFGA T ALY AR Rl
TEI 28 AFGA| f2] 22A(plant-specific factors)©
&gt AS omjgit) o]ef 2 o] AMdolgtd XYY - EEo
AA AR FQAMAA 274 nRE AHEH g3 BYAY
JEA e, FHEQ ad= ols} wl¢ 2] Ued + US Blo
A oldtolAe fEvel AlRPe] Aol ARIAY =
(post-entry) R E|E o] H(pre-exit)2] 5 AF] A Shxad), =
=9 Ax T FAE FACE FHEI|E St

3. MGH Y olF ¥t N M waE

AA A AAIGA] 71 A o] e ARG A 7E A1) Ao
o) ZHEEE AuET EuoA AHEE ARoE AFAYAE
o wat 199192 19983712 8709 AFRAYPAILEA = 7)(cohort) 7+
A AEFA L AEGA ] A AolE ATE o 5A
ATFRYAE F715 st 248t A2 AFIAIY o] BE
Fo vjAe 25 BAT e FHo] stk FAFOE Aq7|M=
1991 d AFRAY 7] 7R, dE £, 199338 vpxgo g 2d3}
= AFAIEY Aol U A AESHE AAGAIE L] AR v
7He AdE olsldMe B4 A= A B ARIAIESY At
A A GGG A=, 283 FEVIF AFGAIY A o
5 UYeie grdsel A= neke] wxkak(interaction)ol] 3]k
ot oA wAEe] 4 Alge AE AAARY 2EAGA 9 AE
AFQA 2Fe] AR AALE e <3E 8>olle 370 ARIS) 719
g AR 297 e ok
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<H 8> AIFEQ dE: MRAAAIEH

ATFAAAE
19913 1993 1995
2EAA
19923 -0.065
(0.005)
19933 -0.044
(0.004)
19943 -0.036 -0.042
(0.004) (0.003)
19953 -0.032 -0.032
(0.004) (0.003)
19963 -0.048 -0.030 -0.053
(0.004) (0.003) (0.003)
19973 -0.038 -0.044 -0.039
(0.003) (0.002) (0.002)
T B3SO 2AE ZFELLAS.

3 AEY Ade AFAYPAEE SAsHeE 2EAGAVE &Y
Al A BEALG A B8] A T
gk olgigt AL Aol BAXLEZE vl fofstth ATFRY
52 AEARd webA AEAIAIE SAFA BT ArHdo] o 3~
6% P& AR yehdth webA o] A Aol ALY =i v
Lol wl AGAE Aedths IA Y A28 F3AA Fu
o2, AP A 7He A&k AFGAIZE A171e] 55
uel EE71G0l HIsiA iAol ofB A WstslertE At [1H
219} <® > 7 AFADAE F7] F 199837k AES AFAAE2
FaAAES 1991 Aol SEAIA 7hedl JA] 19983714 AE
& AAAI S Ha A Blaste] BofFal Qlnh WA EEALGA]
E2 1991 ~98d 7|3t5 A S FE3] IAIA Aol = 71kt T
°F 23% S7HE ZoE UvEehdth Egk 7 Y4
A A EEAFQA S vl iAol B Foz
a2 AFAYAE 5715 IY o
AA E do] At Fols ELAAAEY] A

o2 Ve vk A AARIA 7HeE 1998 d7kA] AESHE ALY

2, >
S
s
AL
£
rr
M
tilo
22
2
N
=
%2
)
hu



Aol . E|Zo| XA mjunpMIl ZQAMAMN Syl mE AZSEM 29
[D2 2] AIREIQUAIAT = MZAHHIO| MAtY =0
|
= -l ]
<H O MAXNAMM = MEHHM S MAtY =0 stEsslt
1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998
Z&A94 | 0.071 | 0.091 | 0.111 | 0.150 | 0.202 | 0.204 | 0.238 | 0.253
A7) 1991 | -0.031 | 0.059 | 0.098 | 0.153 | 0.216 | 0.221 | 0.248 | 0.259
AFRAY 1992 0.006 | 0.090 | 0.150 | 0.219 | 0.219 | 0.246 | 0.263
ATFAY 1993 0.034 | 0.132 | 0.199 | 0.206 | 0.236 | 0.250
AFAY 1994 0.057 | 0.190 | 0.209 | 0.247 | 0.261
AFEY 1995 0.142 | 0.203 | 0.242 | 0.260
AFEY 1996 0.149 | 0.241 | 0.270
AFEY 1997 0.177 | 0.255
A 1998 0.200
7 2 9T LS UER. 9714 72 5L 19983 71A] ST ALA A
e ¥



30 KDI BrkiFZ / 2003. 11

NI G AN s SEARGA N vls) Aibdol oF 6~10% Stk
A o] F 2d A= olH g A AAf= 0-3%E F3AT AR

8
>
>
ind
2
N
N
Ho

vl AEdE AFRIAIES A 29 B A ST
W =T A 29 Sk A SRR 1995 AlTRAY] E719]

2 7P S 19949 AR E719 B 13%2A 7 =
o A ol F 3dAo e AFAGAAAES] e 454

Asol Ad 3 BlsssiAY 2358 ozt wu 535 7P AAlE

offt
N
rr
™,
iR
(US)
rL
-9
ot
—z
o
rr
rb
dpx
S~
>
e
i—l‘f
il
=2
R}

H
e A% gom olHF Aol TF AxelHE F
)

9923 Al

A, vt AxHY Aol AFRAYAIEA S DY o
Aote A1 Adea shganrt EAES RoAsth F, A YA
S ZA aFedA Aol W& ALFA 7L Al7te
ol wet AEdEn. v A& AR A 353 A
7t E& FFHGS AAY U 39 o]Fol= EH5AMAAY] AL
S gepeth 53] AIAIEe] 2 19919 52 19921 9] A3
2 EEAIA Y AMES v @717 o] 43t o]
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(0% 3] ANHE A2 01F Mpks Z0|
=
H 10> ABAIEHC A8 0lM MM =010 539 ML
1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998

2 1990 | -0.044
2 @ 1991 |-0.042| 0.015
2 1992 |-0.033| 0.022 | 0.027
2 @ 1993 |-0.021| 0.027 | 0.041 | 0.072
2 1994 |-0.027| 0.032 | 0.048 | 0.079 | 0.107
2 1995 |-0.014( 0.038 | 0.049 | 0.078 | 0.112 | 0.154
2 ™ 1996 |-0.0210.034 | 0.046 | 0.072 | 0.117 | 0.164 | 0.156
2 ™ 1997 [-0.022] 0.033 | 0.048 | 0.066 | 0.110 | 0.166 | 0.163 | 0.177
199%&;}%1 0.015 | 0.068 | 0.087 | 0.113 | 0.153 | 0.206 | 0.209 | 0.242 | 0.258
T 2t a8 G ANEE UERE o714 24 282 199099 EAlE Y BE

AIAE 2 7R A9

AEENIE
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.ﬂ
_11m
of M

St 19919 AT F7) 7] 1998971 AESRE AAE
o] AAS WE HER BN Ul net 25 7kl A4 AR
7} ol A7) AAkslaL e AsEeh w3 19919 AFAY 57 F 7

15) 2EAA ] Aol AEARIA ] Wial 28 HAE ofye} 1 o]He® vtk
e o gEd 5AH 244 ez SN, =9 A 749 Aol
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(D& 4] 199148 ARTAAIATC ABATE MAL F0

o

F71 glolA] AEAGASt] B ARE hAT B
;=7 olRink, weka) At o] Akt AEel e
EASEE AdAY aBe A% Ho|nE £ 4
o S SsE Ay ARE Rty g 5 Ak
v 2 A}“zﬂ@r BENGA 7 AW A ASHS 2EA
RE AR AT E OB BAPYOZA, & AFANA AR
A4 So] 1 ol 9 FIRHES AlIAlS] AEel el a7}
S AR, IS A8 D 193d) SR, AUV

19981712 AEAF| e} F 1FOE T Ur—LrOiE} <¥E 11> % ay
AF 259 19939 AR S EHAMEA F 98 o] He &
sl AFAAIS] A Te] Apol& FAIGE Alojth S Helle 7t 3]
FC tEiA BEAFGA S AEAFGA Tl 7] AL AR EA)
shevkel 3k 544 A1F Aax AAEA 3 g2 Ao ik
AL o|9} WE zlol7} giglem® 1993 d %) thek Axvt A A8k
o Aa <E 11> 19939% AFGAY] A9E 2URE sto] AEAS]
Ao} AFALGA ] ALY ApolE HolFE Zlolt

EEAMGA el A= 1998 37kA] AAEALGA o Aabdo] ALY

1 nJ[o nﬂ

o



FQ - ElZo| AxH mnynt Z2AMMN Syl e AZEY 35
<H 11> 19984 AIE MEAGHL ASAISR 2F 19934 MALS HlW
EEAAA| AFAY | ARG AFAB IR AR B
H#E)) | @D | B | AED)" | dHE)
Azd A 0.038 -0.039 -0.033 0.017 0.040
S8 E 0.080 -0.115 -0.039 0.091 0.026
A5 0.025 -0.058 -0.044 0.020 0.041
L 0.037 -0.001 0.004 0.048 0.071
st st 0.060 -0.070 -0.030 -0.028 0.022
5435 0.088 -0.053 -0.061 -0.025 0.133
A1xa & 0.053 -0.071 -0.055 0.031 -0.006
ZHEE 0.027 -0.033 -0.032 0.020 0.035
71 A7 H 0.005 -0.055 -0.048 -0.007 0.004
B 0.057 -0.074 -0.081 -0.024 0.066
CIR=Reshl 0.048 0.000 0.031 0.034 0.074
AHEAE B 54| 0.037 -0.042 -0.043 0.008 0.040
7] & -0.007 -0.035 -0.038 0.005 -0.020
A2k Zolo] e BAAY A
Az AA 13.1 1.8 14.5
+HEF 49 6.7 1.8
GRS 3.0 0.8 1.1
R R 4.5 0.2 1.7
st st 7.2 9.6 10.0
5435 8.7 0.1 143
A1xa% 32 0.4 1.4
ZHEE 3.2 0.0 0.9
71 A ) 0.8 0.8 12
BT 3.3 0.1 6.6
EIR=gesh 2.7 1.6 12
AHERE W] 3.3 0.0 1.5
7] € 0.5 0.0 0.6
1) 1998A7HA] AE S & o5
2) 3t shere] A WA de B AFS Jehn, T WA 2 A WA 9& F-5A
FE Uehd. 1% Fo5F F-5A% 32 6.63%.
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74¢-d 770 Akl uHoHH 1981 ~861d 7|7tE 215 14 71 7he-d
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d

14

7% Belo] AT & 4 QT e T2 aw, A AE Se
e B oulola AH AR S0 et depd @4l
et A&H A AR Aseks Zol

5, o|¥iti & (Transition Matrix) B

re

AFA e QA 2§ BRagel
o, Az ARA B9 A54 53t 2t
S AN, 2 A A S
AR ofleh 0] Ee AYAE EAY & ek £EAA
© RAZ DU AT T 24 BN A A0
AR IR A7ke) Bl whet geba 4 gl o))
o S4E kg BAG AFAA BRYWR] B
P 5 9l

IS o] 383 Y(transition matrix)S F3F A

1z

o
e

31+ Baily, Hulten, and Campbell(1992)(°]$Z+ BHC)9} 2
3t 7)7tol| Uldt o] YA S Alakste] Hgo), o]t
ol ol FHE Fol =& FPgt}. o|AH 59 7]
By BNARE 159 T A
U 371 $1grelTh

A el AAGAE 3
Aol met 5TFORE Ui, ZF Tl tieiA L Rt
AtdAle] 2 %7t 199539 74+ SFoZ 012‘@%}%{5 }28 A
2 %7F AFsAY AR A S B3

.3 1995d0] oW ST AFol A #
1990~95\d 713t AFAPstAY &2 AR 5
A7} EAg o] %ol AAIF o] P HXNE AFAYAIEA F2 AL
AHBIGAAA ] AGAI-E Y] A S AoE 5 Aok <3E
13> TR S 18R 7R E ol E S e
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(&% : %)
1990 ~95d
34 20~40% | 40~60% | 60~80% | 80 ~100% 71E ] 1990 ~654
20% ’ ’ ’ YloAgwA | 1E 2l
HZ
A9 20% | 28.53 | 13.42 5.98 1.96 1.06 26.45 22.61
20~40% 16.74 | 16.59 10.23 5.23 1.68 23.20 26.33
40~60% 12.09 | 16.65 7.66 6.16 3.91 20.26 33.26
60~80% 4.49 5.95 5.91 6.57 4.74 30.04 4231
80~100% 3.06 4.09 12.68 5.40 6.02 2527 43.48
1990~95d
713v% 2828 | 24.52 19.81 16.64 10.74 0.00 0.00
AP ARY
1990~95d
713V 25.63 | 22.09 18.90 16.91 16.47 0.00 0.00
A

g3k & dxd 2% #2dE

I

SAaAel OE AFRE F AR

Dl
(o)
n
X
N
N
=
O
wn
(L
2,
fi
o
L
[\
(e
X
2
d
et
Y
(o]
e
i
Ku)
3

et o] 713EE A AR =97t stErst AFdAY] HlEE AR

2 AFE G207 7adith oA A &9t &
ghet Axo] WE AMGA BlFY st L7t vl 71E Be R YE
t, 19901 d 39 153 &3¢ AFGAl F 19950 49 4 - 55 HOE
At AFPAY] HIF2 oF 3%uTel HA] &e=th 1990 255 &
3 AAdA FolME 9 16.6%7F 1995300 = 25F0 &3lHer, o9}
H]Z2gh Bl&9] AMIAZE 15522 At Aabde] sttt e
W 1990d9] 2559 AFolT thzheli(diagonal element)®] 3O

252 A7 gashs B4 Heln Uk
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AFAA O] AL ol =
& AYArA]o] = A WHElR
g FA= A vl ¢
== Fyuet Axge 3
78l Aol A&AQ SAHS BS 2dl £tk BHC= ]% o
Aol Aol= %AFﬂ A3E Haskar 9l

g ARIA BAE] ASAe a9 QRS 7H ARG

ﬁ—‘_,

A% 2ok %CEWX] ETh 2, 19901d0] 35l 43 AL 7}
28 9F 7.7%RFe] 19950 = 35 H HEHTh g o] 7T 1995
o] A9 1257302 AA AaAJo] AEd ALdAe] vlEL oF
28.7% % WH, oF 10.1% 0] AThE Al 4 - SEFOR §5)a

)

t}. 1990 Aol A9 4 - 5EFO) &3 AFGA S T AR A&
Aol WoAR = Aoz Jepdth o] e AldAe] tirEe 5id & A
el Bl e Aty 2%A dow ¥ L AW 55

BaA Aol Aol EEder 53] 199099 Hotelsd AFEA o
A VER] A o];‘z F 12.7%7F 19950l 35H o2 FFsAT o
3] Aol Sl W HA e oA 29 AL e A
AAE oF 6%l BTt BE o] Aol 2o ARIA(SF 68.7%)
7H AR E 2EE B dee] Aol FEasin

ValE EE <HF 14>00 A" A o] THSH A 2 oYY

A% AtEtAE, o A4S 7 AMdAY HlFe ARdAIF vl b
EhdTt o7]olME A Fhe] diAdanEe] ofet daE W ¢
At a2y 8] grgel A& grdol e AAgAIE 3
oA o dA st

NeJ
NeJ
S
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ox "
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1 s

wo] vropfle] w7

Foll= 73 A8 F 513 B9t oF 22.6% 2] AFGA

FAT 55HE Bols e 43.5%2] ARIAZE sk
FTHTEHA & olYPHAME ]9} frARE s”o] AL, &
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(1 - %)
239l 1990~95d | 1990~95d
X 20~40% | 40~60% | 60~80% | 80~100% 712 713b%
20% AwgEE | ad
Top 20 11.55 7.16 5.06 3.05 1.84 25.35 45.98
20~40 6.73 6.96 6.61 4.65 2.68 25.32 47.05
40~60 443 5.64 6.17 574 3.75 24.10 50.17
60~80 3.15 4.18 471 574 4.76 24.02 53.44
80~100 2.28 3.17 3.83 4.95 7.04 21.70 57.03
1990~95d
713k 20.25 21.56 20.51 20.47 17.20 0.00 0.00
Al Y
1990~95d
713k 19.84 19.25 19.69 20.06 21.15 0.00 0.00
A

AFAA e] ASolE 2% oF 46.0%7} 59 o] Folle EAHA] FtoH,
559 Al AT Ae o 57%0lth TFEETEA &2 oldg4d
oA AEANIAY =2 HlFTE ol#T AIFAIEe] FUFHoE FE
7F A& AFQAIY S YERdTh A7IA g kA 5T He A A
o] E& AMA FheHlME FEIF F AEANGA 7} Bo] &
T Folth BHCE Pl=ol tisiM = o]9} A 7S Has)

R e
o o ox

ATE.

AR A E ESAIGA = 1990 A L] 53l Blad a2
ExEo] itk AR ZteETE olFAEY A AAAHAEESAIGA
EAY 28k A 2ol B & Aog yehdt = A
2ol AH oz AU T2 U AA F AMHAEES 58
&9 7FsAdel ¥ Eue Holth ¥y 7leHTE A e oYY
S B ARQIAIS Vo2 Aol 2 ARIAIZE W AFG AR
o AMHAEZ] Thsgo] e Aol Egdtt SR o]t
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Aogo] Aol w2 ARIAIZE o] (mobility) o] ETH=E A Jv]st
= 2R0A ohUw gEE-S Akshs ARIAIE AR 1 0l 5A4E
e As Yrldte AA = EHA 4ok

1990~95'd 717+ ZIJAFAA S 19951 A1A 2] A 232 %
ol Foll Ul Atk o714 AT GARGA Y AFIH A T AR A
= 9 71T AR ALY l% ojgis - o] Askoll E3tEo] Q1A P},
wehA o714 AJAIGAE 1 abdel M e Al A o] Hit 2590 =
A A e o f—&iﬂﬂé% FRAOE A Aoz 434
AtgAlEtal & 4 Atk < 13> AFAHAZIYAIGA R ok} At
A = o)A Aatdo] =2 SHol T2 FEH J5S B
Ttk ATFRIYALE A O] A Aol sthe Aol a1 ol #
A3} BEEe AL oflth &, B ojv] AFHYAIGA T ELA
A HlE] 29 A Amo] Aol Wrhs ARE AAIS vb Aok
AV B ol (1”215 Bl fEivet AxgelA A9
A T AEAAATE E57199 AHES geEe b dele ARl
a8 4A G5S BTtk webA AlgddEe] B 2590 Atz
HAFA A7} E5A3A4 9] Hlal] = S Hole AL 1 Eehe
do] ol 3HA AFFASF VIF 2= AFHYAIGA = A At
o] vk F3hol| 2Rzt FFE o] AUk o] st AR 19956l AL
T30l T2 AFAYAIEA T A Tl B2 ARdA el HlE] o]H]
TEF AR r|st.

o] 7)o HaEAE kAR 1990 ~98d 7]17+e] 8@ 7]7+e] o33y
HoME o= X AMGA AL AHEE Zte 30 E YEyth
EE 0 g2 71719 olg g g e A9 (&L vs AeiA=
7o) AATk EgE 71 717 ol Ho A= AFRIIAAA T A
EALGA O i) A1 AE 9 Ayt o ZAskAl UEbsth

24| ol d FAAFE Baily, Hulten, and Campbell(1992)]A]

AAE = ARG B} v o 5T et 5L o
=¥ 2k 9A, ¥ E g AlZGAME AFGA A9 A&
Bt AR I A& 0] AxE vyt vl Bls| "olA= Fo R
#dEth dE 59, 7FeA A8 F 5y A 1972 A9 155

|



of &3+ AFAA] 60.8%7F 19770 = &3] A9 15T &3NS
H, o] F 1977d9) 25 H2 =2 AiHdo] stEket AFGAIY] HlF2 14.9%
o] B35 THBHC Y % 3 Fx). 28y = AZ2HlA o] g3}
E e 47 28.5%9 13.4%°]th

e she] BAe, AFAYAGA F ARAGAL EEAIAA Y

F AFAJAGA L oF 25.6%7F 19953 A9 157 &3k whd,
s AFAAIY] BIFL 16.5%00] B3 Ao 7 e
A5 old dFel= FA= 42 208% Z 29.3%
A 717k B oM T AFRAYAIGA = Z A A
aHgo] 74 wke ztel| wol EEEHO] e AR YEhgth ol
AR Elyetel| A Bl EE2 AFAJ(YGY EEo] Sdsla A
E7199 SFEETE WE A FEA e AoF Bl

V. IY-EES fEY FHY Y8 T4

A= AFGAIY Y - HEo] AxY A TN F
7t PR e GEFS A it ol Hal g ¢ AlFdA S 2
TR S T o] Fosith

In TFP,=$60 ,In TFP,
A7 g = 5w A deld A AAlel AR agoln,
In TFP = A9 wgel wel Alke AFQA F2A8484H(total
factor productivity)o]th. Z&1WH I 2FF 9] AT} — A H oA 2] TFP
FT7HES e 2ol #AE & Uk

A TFP,='0,in TFP ,—S' 6, .In TFP, .

Baily, Hulten, and Campbell(1992)2] ¥Hol| wje} Ade] TFP S7H&

<= O3t 2ol EeE & At



44 KDl BURIFZ / 2003. 11

A TFP,= 0y_.AIn TFP ;+ ZS( 04— 0y-J)n TFP,

€S

+ 5 0nTFP— 3, 0, InTFP, . (1)

714 S, N B X= rd=s} p— % Abole] SEAAA, JUARIA,
HEAAAE A7 vt o71M dAIAlE AR AAR A 2
AR RAJAGAE 236, EESAMAE 2EARAA o AR WA
HEANGAE 23TE o] WHES WE AF A (D)9 A T
29 ESAIGA Y U F-E T (within effect)’ S YERN =], o= A}
JA ZAzre] A TS 2719 AMGAl A RE R BT
Aolth. 4 32 &9 AFHAFEANEES 52 388 Fshare
effect)’ & YR =], ol E5AMAA 3+ Aol =2 AdAle] 4
Eﬂl‘l ’%V‘P"“O] AAE H d2e Y S7HEFAE ou]githie vhx]
247t Z1IAAAA o EEAIE A S 7] % YERHT

o] —‘:r 3&% AP ZaHE UYehith JYEER Jth AAFA A <}
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ABSTRACT

When the definition of income and the equivalence scale was applied just as
it was in the LIS (Luxembourg Income Study), the adjusted disposable income
inequality calculated by Gini coefficients in Korea was 0.358 for the year 2000.
Compare to the 1996 figure of 0.298 the increase of income inequality has
skyrocketed. In addition, the adjusted market income inequality increased from
0.302 in 1996 to 0.374 in 2000. The disposable income inequality ranked the third
and the market income inequality ranked at the mid level in 2000 among OECD
countries.

One significant finding in this paper was that the difference between the
disposable income inequality and market income inequality in Korea is very small
compared to those of other OECD countries.

The relative poverty ratio, which is calculated by using 40% of the medium
income bracket of the disposable income was calculated at 7.6% in 1996 and
11.5% in 2000. The poverty ratio in 2000 for Korea ranked one of the highest in
OECD countries, also.
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LIS &5 % o Seltetole] Mg

=5 :
- Wage and sty | ) pggolt AR Sla) A | 2R
mcome —EILE]E‘ %—l % _‘0:

2. Primary income

Z7ldAALE g Al oA AL
(AAEE 9] 1+3A9YeS TEESHAGHLES
; ; A5 AAE
3. Primary income |2-+AEE AAHAT S S AT A RS

Adas X3 (AELN= A2)

4. Market income | 3+3AFAZV+ 7]} FFAE? e

5. Gross income 4+ABIRY AFo| A+ A | FRAS+AY Y5 AR S+
’ HAgo| WY+ A3 2 A o|AAS=RRAS

6. Disposable income| 5 — 2 A| — A3 HARSF ANAE — RN — A3 B AR

) A9dEe A AFS AL BE AF(AHEVIEET 5).
2) 78k AFase A7IAQ] AP, ARG oz, AFHA &
71ek Z71AY dE 59

3) ARBIRY o] Alal Ee ©Y] FelFe], 7] AolFe, ASIEAF (=T,
HAwel, AdFd, 25T, I
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=
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<H 2> AS829 =Mblw

ZA4% LIS

RERED A )

dlo

compensation of

employees
2. A1 = goss | IARES
Qi self-employment |(primary
TRAS

Income income)

realised

property income

" occupational
' ions +
AFA pens1on‘s 0t111)er
o] d cash income
2E 12 social insurance
| cash transfers +
37
social assistance
FAAZT social security contributions
AR EE  3HAE, RE,
A3y 3d
A g T S I
e = A dlrecit taxes
& (E5A, AW, FFEAA, A4S 5)
O 71ek
HAgAE
ZxH]
A&

1) A7IHQ Aol AAE, Fdg, F5H 5 7IE A7IAR] d5459.
A7 BAA, TP QB A}, 2000 ; OECD(1995) ; LIS WHALE.
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A7 A glol 259 S7P} 7 S71e v H o2 FTtste]
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59 EHTEE OECDi‘7} Zo) A YAz, v oloels =3}
Heol A528eE7t £& w7k &8kl vk 53] 19969739
i%%%%E%“Ml,ﬂi'ﬁ%'laﬂﬂ-iz oldAM=, At
@rtel, EHERTR wou O 9 e Yethte & FEe B
i o} Hluth =7t & SETE v 2 A5EHTES Holi
ATk

=z 7} A A 5 = 7} AY A5
.. 0281 0292 0304 0311 0277 0.280 0.277 0.266
< T QL 2E o}
(1981) (1985) (1989) (1994) (1987) (1994) (1995) (1997)
0277 0232 0224 0.250 0.284 0.283 0.284 0.305
W 7] 9 ek
(1985) (1988) (1992) (1997) (1981) (1987) (1994) (1998)
254 02 2 2 2 210 0217 024
- 0254 0236 0263 0257] . |0209 0210 0217 0247

(1987) (1992) (1995) (1997)

(1987) (1991) (1995) (2000)

0.288 0.298 0.287 0.288
(1981) (1984) (1989) (1994)

0244 0249 0247 0.261
(1981) (1984) (1989) (1994)

0.328 0333 0336 0.325
(1987) (1994) (1995) (1996)

0.306 0.289 0.342
(1986) (1991) (1995)

0237 0240 0235
(1985) (1991) (1994)

0.448 0.467 0496 0.494
(1984) (1989) (1994) (1998)

0.260 0.256 0.266 0.253 0.223 0.233 0231 0.238
EA=1=10= w29 o]
(1983) (1987) (1991) (1994) (1979) (1986) (1991) (1995)
0.318 0.303 0215 0218 0229 0.221
299l 29d
(1980) (1990) (1975) (1987) (1992) (1995)
0.309 0.307 0.303 0.336 0.344 0.345
=92 9 =
(1982) (1992) (1986) (1991) (1995) (1999)
0.335 0336 0355 0.368 0.207 0.259
v = A =2
(1986) (1991) (1994) (2000) (1992) (1996)
2 323 02 271 0318 0.2
S 0.283 0.323 0.295 sac 0.271 0318 0.293
(1991) (1994) (1999) (1986) (1995) (1999)
0.393 0.447 ) 0.298 0.358
2 Al o} 3 =

(1992) (1995)

(1996) (2000)

Az o)F LIS WRAtg, = A7 A4 AL
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B AYAT A AYAF B WS
(AFA5) (A EAS) (B—A)/Bx100
ol A =(1987) 0.461 0.328 40.5
229 91(1987) 0.439 0.218 101.4
o =(1986) 0.428 0.303 413
w] =(1986) 0.411 0.335 22.7
2-9]12+(1982) 0.407 0.309 31.7
= A(1984) 0.395 0.249 58.6
T3(1985) 0.391 0.292 339
FHFch(1987) 0.374 0.283 322
Y g 2=(1987) 0.348 0.256 35.9
=2 9)0](1979) 0.335 0.223 50.2
3 2k2~(1984) 0.417 0.298 39.9
AT=(1987) 0.379 0.209 81.3
o]&te]oK(1986) 0.361 0.306 18.0
24182 5(1985) 0.280 0.237 18.1
1l 7]01](1988) 0.273 0.232 17.7
o 0.380 0.272 41.6
3 3(1996) 0.302 0.298 13
3 =52000) 0.374 0.358 45
A4 &)= OECD(1995) 2 <X 5>, &=+ dAr} A ALk
ol 7Fss FEolgk AZE T
SHA AFAST THHRAS BHTEY AolE 957 Hlalste] B
H, -2 OECD =7fol| Hlste] 1 WigtFo] mi-¢- 23S & 5 Stk
=re] Afv 7HHEAS BRI AIEAS BH T Hste 3
T 42% FAaskA =S 1996 0] Bls] 2000130 7HAaZEo] A7)

ot opF 5% ool E3sitt.

o A9 WA E TR FEo] AFsSAAY, NEAoR 24

10) BAIH Y ZAIZMAIZAN] Yehd g9 AYAIGE 19881014 1990 Afo]ol =
0.3, 1991 d01= 0.29, 199217} 1995 Alelol= 0.282 1980 At ZHk=} 1990t
ZuboE oF7re] 7HAaZFo]E ®ol ul gk



~SEH1e] SHE|WE S8t SX|FHo| Wik 73

o) ARl 7)50] wlekakn Qo] ol HAZTRI} ool sk AL
dA 71908TT 2 5 ok
2o, FEAAAT, B AeE A 25T}
o= Mwd 5 g2 Awe W) g A 25AR J5e
Azeee A7 1o, o) o] dAE FE A A RAMNA
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mo2 oAz,
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<H 7> 8129 AR 28 =0
19963 20003
50% 40% 50% 40%
ANALE 13.26 8.45 18.93 13.34
THAEALS 12.56 7.65 16.99 11.53

T WSS AAVR T F94F9 50% ol3kR]l 7hte] BIET 40% ofsi]l ke
&4

22 24 LAk 2%
1996
50% 40% 50% 40% 50% 40%
AAZALE 8.16 3.78 8.47 4.40 2247 16.11
THEAS 8.01 3.62 8.37 4.28 20.80 14.30
22 24 4 Ak 22
2000
50% 40% 50% 40% 50% 40%
NS 11.22 5.89 12.90 7.54 26.21 20.27
THEAS 10.12 4.94 13.30 7.48 22.38 14.72

oee]7] A% A H2Ee] HIE VT REEE B, <i% 8>

o4 B vhs} Lol dFaEAe] NEERTHE AR W ol
Aoz o SIS & 4 stk EF 1993} 200040 Sle]
PAsh FEART DA ol WA N

FA2}e] RIzgo] 244
&5 A7) B8-S s T

T 199637} 200099 W FAHE vlwsle] B, 1996
Qo= 22219 H&-0] 61.9%, AFLAF 26.8%, FAAF 114% R0
200039 = 242} 55.3%, 25.8%, 18.8%E 200010 ZE2}2] H|go] 7+
Asfal, FA AR Blgo] AEE] st olEg A2 199639 A
dEo] 2.0%, 2000d2] AAEC] 41%E AAE A7 A5 S W of
Uzt AAZ537180] 1996 62.0%14 20001 60.7% & 7+A28ke] T
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1996 395,983 365,158
40%
2o ns 2000 494,975 456,450
T
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50%
2000 507,433 483,958

Lt Bl=E9] =H|H|w
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FEOIH MTgo] JBN/IE Aol 4TI ok Aoltk

97 RS 9 AR el HFSl FHENT o
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<H 10> B2 2HHIL (BAAXS2 40%)
= 7} HZE = 7+ R g
5 = 5354 62 T, o 216} 28 46 74 44
(1981) (1985) (1989) (1994) (1987) (1994) (1995) (1997)
20 19 19 33 75 63 65 16
471 (1985) (1988) (1992) (1997) Ao (1981) (1987) (1994) (1998)
anha 41 38 60 57 doe 27 26 16 21
(1987) (1992) (1995) (1997) (1987) (1991) (1995) (2000)
. 42 80 48 34 =y 26 29 33 42
(1981) (1984) (1989) (1994) (1981) (1984) (1989) (1994)
paas 44 26 42 40 . 5.5 48 94
(1987) (1994) (1995) (1996) (1986) (1991) (1995)
sanos | M 09 13 A= 150 154 146 163
(1985) (1991) (1994) (1984) (1989) (1994) (1998)
gaae | 23 28 38 49 = gol 26 24 23 3.1
(1983) (1987) (1991) (1994) (1979) (1986) (1991) (1995)
T 67 52 . 28 30 41 47
(1980) (1990) (1975) (1987) (1992) (1995)
ssla 42 67 o = 46 67 61 57
(1982) (1992) (1986) (1991) (1995) (1999)
q = 124 115 118 108 A= 07 20
(1986) (1991) (1994) (2000) (1992) (1996)
w7t 45 60 3.1 sac 45 72 4l
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A0 12,7 144 o= 77 115
(1992) (1995) (1996) (2000)
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on, Zt AR WSS Ae & 7ksAel gt 7}?64@2
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do] WAel E7MdsES 1 Wade ol8sto 2000Lﬂ g
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ol we} ZhrdaE WA <3 12> ér:}

<E 125 HIROE At felyete] Aol AR AS
(FAaS AT - 2A) 71359 A5 2000@01] 10.1% 2 urE}
UL Aok 199639 A= v a5l BetE | %Lg,}ol/} ThA B
5 (3345 AR EE - A3A) 71e] diRlege] s 9%01
S 18T # 5% FYE FHET wepA 907 @j@ Ao vl
L& d) A WEEe] St Hste] TS 22 HIEE SUFIAES
& dom, gl lof Wie] BAZE A7 £l ols & 9l
the e Al Fa o

ole g & 19963l Hlgte] 2000l RIS 0] F7He o]l
A FED 0tk F, A897] A5 A W2E] ded s
W HE280] WalE AWEE <E 14>9) <F 15049} o] 391 o]&}
7hre tﬂ% 01 *JW* 2 743 T Ao v, 74
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} 7}@ egel v A e 2o

39} 1759 Mol v&% 92 o3 Aoz W] 5o

7 o] A~
TE9F g | sa | za | 4w 59 691
=
1996 279,909 | 463,576 | 637,617 | 802,034 911,912 1,029,009
2000 324,011 | 536,614 | 738,076 | 928,398 1,055,588 |[1,191,134

1996 HAAA = 20003 AR A ABIAEIIE st AXE ALY
At B2AEX]5(2002).



E] :7 ]IH"T“OH /‘]'
AUAAES A%el G ARE HE Wzo] e Aol W) A
A= Aol M= Tesith

g ARl e 120%°0 sidshs 7Hread WS o83t
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HI-&-& Aldete] B <iF 13>949F 2ol 200039+ 7HA w45 28
7102 oF 15%, 1996h°ﬂ—‘:— ok 9% A= FHHc)
<H 13> BUEI289 &=
1996 2000
AR | Zd91(120%)| ARl | 2d91(120%)
THEAS 5.91 9.85 11.46 16.12
TIHEAS 2 . . 10.10 14.77
EFAE - - 8.78 13.17
BAALE 5.06 7.94 10.06 14.39
T HEES 1= AES - ASRATEE - AR
) TAEAS 2 = FESELS HHIANLS) — A RS — A
3) A9 MEA = 7rA5E AABA E2
4)199639] 7 AASolA HIAGATo] ZAEA ZAS.

1996 2000

A 591 11.46

121 14.03 22.88

291 8.89 14.98

o1 3¢l 428 8.52
e 491 3.14 7.22
54 4.19 8.29

621 o 3.87 7.83
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B |Easl 9w | 59| AR | W=
2 A (%) 36 45 40 485 37 35

AL 7HTY) 8,000 | 5,500 | 5400 | 30,800 | 17,700 | 33,900
e}

8.1 1.6 1.7 2.1 4.2 8.5

Az AFAAR, "7 2ARAERE, 2003, 8.

A ARG QALY A5vetE o] A5EHTEY NAE =3 Ao
G52 HA7E =ojok & Aotk

SHH AR FHNHAES T LA5EHTEY MAE xﬂE o¥
291 ALEjRbTEe] gzt £ 8k 7] o
Hol 2000 10€] AlYHAS 3L
| AlAske Ao ASEHFTEY %‘3}04 T ERs F4 4l
oA BE davt Aok F, AR AUEY 2Es Aslste AlE ¢
T AL F2YE-S At =E5THS FAAE T
o] ABZ 15 ZR2Zo] A A FS A=A FAE AT 1L

ad Fol A=olof & Aol

N

TS S 2003»4 A GDP tiH] AR3|EA| Edﬂ%(OECD 71
o] 10% W]¥to 2 A4 o]l6) OECD HTRThE We FFoll® 17 #
%), 1183} 1A AR RAA T} Ad(d: FNAF
Hol e} FF o]HAE o] FEolA AR RAAARZo] T

15) olell tist A A1 %ﬁ% %‘% A D(2000), A4 F=x.
16) =X £(2000)0] WEH =2 1999 A 7.53% 2 FHH ATk
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3] sola 7ks4d0] 7] WEoln, 218917] olF A HAAR G &
A3t AAAZ] WA Zrksta 7] WEo]7|E stHE 18 FX).
wetA] A AN ASEFTES F71AQ] dEE JAE
Q3o 2hsts 4611 /\}iliﬂﬂ%% QEH%‘ dev 9oy 1

<H 17> OECD =2 At2lXIE&=+& Hlw

= GDP thH] AM3] A=
o B 11.5
=2 9o 25.6
o) = 14.1
kot 16.9
[ElA= A= 29.2
o = 20.8
] 28.6
ojgrzjo} 224
5Y(<90) 24.4
£2(>90) 27.0
Zgx 27.0
29 324

A}&: The World Outlook 2000, Social Expenditure Database from the OECD.

H 18> ABI=X0Ae] ZI1X0)
(&s]: o] 9)

1999 2000 2001 2002 2003
U3 A+EE 3] A 50,508 70,017 97,713 99,948 109,210
(E718) ’ (38.3) (33.8) 6.7) 9.3)
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ABSTRACT

The paper tests the hypothesis that Internet banking reduces cost and
ultimately enhances profitability for banks. Our analysis suggests that Internet
banking does contribute to cost reduction but does not affect profitability. The
implications are that the primary objective of Internet banking has been
accomplished, but has not reached the stage in which the benefits overcome
the burden of initial investment. The findings also offer the implication that
Internet banking probably raises social welfare by passing on the benefit of
cost reduction to customers rather than resulting in enhanced profits. In
addition, we find that the banking customer's preference for face-to-face
transactions may be very low in Korea, which supports the hypothesis that the

cost in securing a customer base will be reduced significantly.

=
"

= A= I 2ol 555 2HihE1 A= e
Y Mgt dME EXfste ISHeRr 2do| M THUA
XS 2dY MFARE ol AS2Ae Aolch =49 ZAzf oH
Hygze 2do| 2gH[EE daAPle o ZIofx|et s=old M oll=
HokE de2 nlAX] XSS LSkt ol IH2d e 49 ¢lE
el v|SEARIIL RIS et FEE et = QU2
Y= LEID IS8 2lolsto], o2 stHe 2= el o2t &
A=A Mol s|ejo] 2ol o|elEcts nH S ot izl A
3, TTR 4H S dH 2 AR 242 SUAIFIE O 7|osiiEE
2AIStCE o2t HE0], 2 AFoME T2 S| tHH ol of
ot MSEIF =X Yot BHE UHECeZL ot g = AAE, of
= HOR QlEuliWyz UAFXE fleh 2d | ZHYH|E X|E0| 3 =

2
mn
|'E|
_>|-_
-
10
0x
o
=
kl
i
>_I_
o
oo
rr
d
I
o
pall
nx
il
_O'L
rr
IS
o
L]
[o]]]
N
o




1.4 E
QB Aol 0] B Fal ALl Aol oF,
uZ, o = 259 YAolES Fo

+AA s 22 AN 2YPFE 2
o 2

o]
@ RS e ARG T AR D
KR

Ho A & zto] 7k /\)\t Ao 2 dHA Uk 53] Ayl olgt= Y
HESZE wjAR o] &gtthe oA 7I1E9] ZBE2EF Wulgt xjo|7}
b, 29) elAE T SROZNE HHIAE ATWE
AE AR St o A5G ) clel <Ll B e
Fs ool iehe SULRE 2 & sl A5 ARSS SJvje
23 o] YA M= 174 2] A28 M7 H]E(switching cost))= =A
AT F de AA7F FhE IAES BAH] e FEFS ATt
Aol wistd o] Y EAls7] "o, JAHIH - 71EY
ojwdt A drnt 23] FPAHet 2BAHY FEHsel FeE
HHEHE 7S AoE AYEHIL = Aotk
O]T’JS} zfole ZEAOZ AHE, AAIMY, HE WY ols), v
=223t gol T 22 QEUY EAoA BIEHH, oY
*‘—Er*él:éo] A= A =Y io] met 23 FIAH7 EebA
8102 A3t} o] FoAXE 53] ‘AH-E 2 3P o] BG4 ol
FEFE A Dok S JHYNA S T 23S HE o

_

o
rlr

iy

o]

H&e) FE71HY AulzE BE A8 9] A7
T671¢o] At mAE o]&sto
Aol Mdo2AM el AR G(electronic finance)©]

2) o#M 74%3 AN S 7E 2Ao] AN WA W 2aHE /HuE
o 7@



92 KDI Hz{od7 /2003, 1l

2 eae] WA i w9,

=
= =
g3 4 S Be olog &3

o,
ps
o
oY
o,
)
Ju
X
(o
o, I

LY Bfol® dHURAL =X 7E AT vl v =
Qo FEEE A AANA £998 OEE $E0 9o, ol <
Byl ALEQITY 32 Sl 7123 47 7FsAoR A8 FAHoRE
e BAL 2wl ks o] AY L350 JEUNAAG FRE
3l =egeta 9o, I AR E SEI Qe 2 e A

AN olfE AT, S (se-

curitization) 5O 2 F g4t of = =2
wel 23S HES S8R EY HES =Y 28 Aol Eof
2 A FHAEA] &k

et o] e VdelE Estal 9= AFeA Bise <
Hulm A o] Aoe oA AFZ o)A XatH, & Z

B 283t AAY Aoz JhEAR 52 A

ol
=
oo
oy X
d
2L i
2
o wu r
o; T

3) AAZ 23 dhol A FAAE 71 ¥E-L vwd 7 ZAAE QE
< 53 A 92 JPAdET Aelge] A e Aoz Yehia gtk
u]= Z3FAJ, Booz, Allen & Hamilton, Z2]3. Goldman Sachs and Boston Consulting
Group 5 37 7139 ZALE vlgro.2 ZFA3E Sato and Hawkins(2001)2] Table 2=
= eyEY] FTAHYNEE AY 10002 FFIHS o Asggulge A
I 1o B33 Ao g Buska Juk B DeYoung(2001a)S A 147 239 2
H)-g-o] AZHE §1.07, DW2 $0.55, ATM $0.27, QIEJHE=) $0.018k3 BEi1ala
ATh 2 Ul FollA AL AS dFAE 147 HEe FrAH
2,081, ATM 2899 SO 2 A ABUW A &<l 390 Bls) vf-¢ £ AL
2 YEsTh

Sl e e e] 47 hed B oleh HFHEZ FAIulae] B3iA
World Bank9] Claessens et al.(2002)2} BIS2] Sato and Hawkins(2001) 52 3313t
Tk & OECDY] AEE 9183 Christiansen(2002)S Z+¢] HA| QT thu] 2UE
W) 1M 4=o] vlE&= VEeRd Qe 7] B4 =(penetration) 2] = A|H] oA $-2]
ezt 2000 2 AA) Ads, 299, =29o], dnla 5 B 433 292 o
ol A A== JAejliz o] FHLSIA At Atkar Baskar ok
23jo] AU AAN2E AT AL IA F 7HIA=Z Ug & U 3Ae
712 esgo] ARPAL thekslele SHAA 7]E9] A I (networks of ‘brick and
mortar’ branches) & E3+ AHl2 Qo] CQIEJUIMIAXHAS Z7t2 A Fate W2 o]
th @A) 2 Ful2do] Agsta o el = AU AM B 2~E A T3}
= R 2do] o] g QA7 728 (‘click and mortar’ bank) H S ]

4

=

AT

5

~



E JAete $AaAY 7129 Lael FoEol 4 B ofF
S Ik SR SFe o} g, ol ANTINE eyl
AR 83 A7V gob AAILE AT

A gpe wolm, Alzke] 24

39793 w0} 6 g a U Rolehe Fl 27

W
LS
l:
_&mJ

VYN e B o)9) vEE AFshe e AT A
b ]

o] o}d 4 gt} T

Hulg o] 249 JREN7ES S-43)
e G870 8 HolHE A%ehd ol F4dle EoRldE 873
1, B8 BA7F Y7 vleksiths AR 53] olajsly] JE olol

Uzt obd = gltk 959 A= ol rRPIAREA, 2Rt 4, 5
W AT W0l 1990 Fulo)] AlA HxE <
]2 A% A7 £¢lo] o3k

gH 1 g7tel ﬂ%sﬂﬂ }zq 5_/9,3_:31

23t 94gsla Yk ERE 2o AP T WS B 851K 1 QYA H| A0k
S AFoZ AFste Al -2 (internet-only bank =+ pure play internet
bank) #2lelth AENHA A2 AAS on|dA] HHFEY ATM 5 A5
st71719] A glo] HA FAQ1 AR AFE AW B o]¢] oﬁiaﬂ.‘ﬂoi T
e, AT 17 F(distribution channel) 0.2 83} RE 23

e eBL ovjsck

==
T= T



94 KDl H={od7 [ 2003, 1

Jav} BAH 712 ATEL HelAth AN
Sl SIE e ed YA e T wef TR &

o F oz WAl o
2 A%E AN A

I 2 AEYHY Wy Y A A
L 2ULRY AEIYY U W G UG

TSP EY AF 19909t SHHEE E S80FEHEY AT,
SH 5o AHUE &8at7] AlF oY, AgolAl T AAAANE A
3k QI AL Bl AHAEFZAHAZKT Commerce Solutions) 2]
OTEJUl Ml A A ¥l 91 ¥ T EF-(Banktown)' S ©]-83Fe] 19991 7o) Al
SHTE 1Y), (7€ 69), FHH2B(TE 10¥) 5°] AH2E AT
ZA A FEH AT 2, 77, (@AY f2]) 2P Hfoll=
H ARlE ATE HHo7 S22 QB UM A 25 S 1999
71l F=Fk o] % 1defrt A3k 20001 99 Tolle A B &
2P ALt BE o] QJIEUMAMHIAE AFEHA HALS
), 2001 dFol= Citibanke} HSBCY A A= QAIEYHIZ B =5
MAEIATE dAlle AT 2 Abgede Egste] F 2270 28] <l
1S LIEARS ] Eat=p s I = 8

(
-/

9‘15
o T & [o

6) Elo] APEoz o] &H7] A E AL 1990:dd] FHREFEIE, 1 FA
H=g BIES AR A= ofn] Az o] 23Akdel =Ql= 7] Al&staL 9l
ATk Syt A A A AR 2~7) 2 Uit A AIFHE 22 1996 9
¥ =337 Y(KAIST) SH¥o] PCEAIWZ A2 E AE A ¥ 22%(KORNET)o]
FWA M2 o] A5 DY) HIYUMEE Ve 22 aHS B Axste &
WAME A o] RS o FS EHoE AFolH3 Aldo] TAshAN A7E B
HEAS ddo] =AU T 1997 d T Y] o] F FHFTREZPLE 2359
AEUIA LS FE o] gAd v F2 710 3TH A E[2000]).



AEUNA S 53 HSAH= Al 7hs dRs VTR B, &
e 19999 Bell= 4 2ol BFHFPo, e AFLH, 9
E SHA = Al Alelet 197 23 B IEU

;\O§ ZAME A |, Qe e
g =l AN 2DE FEE5

o)A ul o] Ago] 5w Ao cz-;aaxm 21k
QR AN 2 SEIASE AEUMAe] AL 298 1999

511141948359] ST Yl A X B 2 o] B AT 2000 F0
Lo.3)o] S A H A JAE dEFHPSAE B
A Ard ErEtgoyt 2001 EAME 4 E1F S7HEl
50%5 F3shs & JEUMAARIE o] &4 Z o] FF5RLm, 2002

o rr

(28 1] Fh2BO| QIEUBZAH2 HBZO0|

(EH21:7H)
25

22 22 22 22 22
21
20 20 20
20 19 19 19 19 19

51| |4
o U
% A % Y % A % Y Y % 5 %
N
o° %%% & K \,f% »)\(b% & K (L% Jb% & K
) 00\4/ Q\V/ QV/
o o o
OAHZ | AMH|A MS7 |2 WO EAH|A H37|E

A% @, TFHLYY AHUYYA2 0§58, 2 1] HEAE,




96 KDI H={oi7 /2003, 1l

o EAME F7HE AEst 9dFol= oF 3,000%H4, 17329 B=
7b 98U A S Sl Hﬂ%bﬂﬂ A

SIE Y 7] S o] &3t 1Alo]
e X3 TP 40 *1 H]
HUMAS 53 dFAehse
AFstE 2271 239 JAH LA

7hghol| whe}, e, ATM, EH)
J(distribution channel) & I
Zhetal itk AU AAMHAE

QA FHFL 2002 3€9 10%S

loj

=4
2o
TEA

om 1 >’ OIN

23t om 20029 TERE SHFANN F 55U TFATE A E o] F
2 Zo= Frkste] 2002 99T ol Qe S o] 83 AFH ]

E
H|Z0] 14.1%, 53] Alg23de] AU FAZH TS 22.1%E 7]

AR
B, S eRse Aymgel Mgazel A £go] Bk
Qo] me} ol g el T SUAEE =9 - ATFOEA

s
QB RN A g S S8 el ok ojEA
1;1

(Ekel:12) [EOED)

40,000 200

30,000

150

*
-
Fo(92) o /
- 100

20,000 B

10,000 | 1 50

. -"'
e
o
o n . . ) ) 0
% % % % % % % % % % % %
\%% & & R R4 Afé’% & R ,\m% ﬁ% & R
q\?& Q\?} N 0
S N & M
N @ v >



(E 1) QHAYH| HFREHS

(S$1: %)
20014 2002
32 124 39 6¥ 9¢
AA227) &3 B 59 8.8 10.5 11.7 14.1
Alg&3) Hat 8.5 14.2 14.5 17.9 22.1
A - 5528 P 2.7 43 6.6 8.4 9.2

AR @Eed, (Fueds) JARURYAH oS8, 7 27 HEAR.

o}f & AFolAn| 20 th3t LT B2 A Yo Saolv dY
HE 397 glREolxnt el 124 tis) WA T =

Al&YskaL Sl
2. AW Yo T TE A7
Eul

Al o] 23] AHFdo wX= FaFoll A3 o]&F<
A X+ Aldl(anecdotal evidence) 42 0] FZ(conjecture)dl] A
sl o] A EAstE dl whall,) oleldt @] s dFAHoR
At A ofF EET Hojx AEe] € Qe HHdAE o
ez =919 g A Il AFATE o UEA ¥ 9
th8) o)< ofrtx -Ejubel &34kl AU A o] =4E A A3

Il
%

0 o Mz Mo

7) °o]E2 HUNWA Y FAAE o2 FAETGE AHE, = H-EEEAH old WE
23] Fof AQAET F HIFS T o, ol& HiEoZ JEUMAS £
Pt 250 AYGFR] FdAE FESIL By AT Al gl 7tAe=
Akl 1 7INkE 502N AFoE 5L oS AT FExAY AT
o] 2HT AALHE TR U W] 4GS 5 S A0E ofdsta itk
olel THI o]l ATEE= Beck(2001), Claessens et al.(2000, 2001, 2002),
DeYoung and Hunter(2001), Herbst(2001), Lin et al.(2001) 5] 1t}

8) 28 & A7 7Y AFEH 23S B A - 2P (2002)0] AT o
o FAZIAE 2 =53 A e Aol gloh, B =&dAe 289 o4 #
H HEEo] AAAAY & WISHAl #9531 Al A(seasonality) S 7HITHE
AMES ZERbete] Al A I(time effect) S 7NE-2WaH 9} FAl AT 5 e F

X & (two-way fixed effect panel model)S ©]-83= 5 ASEA 2y}

FHE By Zeg o R AdAoke FolA 27AF4 ApEET



98 KDI H={od7 /2003, 1

Qo) ARAE dEOD ATRAL AL AR A5 04 g
gl 118 Aotk & the ZwolX BE, 4P YEA AHY
o 59 RN A AL 2Bl YR 2 uf Ut AR
NEAZE %] Agathe olulolth AMUENZS] sl F el
mEt 99 delpe e 2 EAu 8 Bk @ L9
o AHUBA £YL AQATIE 29l0] 5] we] AW F
AR e F83) Fhaly] 9B FRoRA AGVYT U FLB
42 AU ol et ALUWA] B T ATEL EE
84 5 QA £90 B2t and g 4EEAnc 4

B A9 AEnY L FEUEAR WPl o 2 MFL DoRs

A FNHoR HH9 dolds 4] el eaEe] AHUEY
Aul o] o EBH PRE Pt olF BHSK Ao] WS- of
7 o) AW Aol BAGT. olel weh =87 EAlshs 254 @
FEE 05 0 94 LB YO B Ao] ohle), Y BEE A
gsto] A7 Holv] el 1 A % olg e TRH IAS

i il A = o

AA, 7 22AQ0 Mo AHYMAAH A AFSYES ddS
Z HEESY 9 F8S AT AT AFE = Furst et al.(2000, 2002)
o] Qlt}. o] mF EFHFE=H(0CC)Y 19993 3/487] <oh&g} %

9) olo} AAZ T HIAMEL 0] 45(2000), o] A7) - ©]F8](2000) Fo] 3Tt €
TAAE Qe =9)dl w2e A3 2 5] Wik #a) B 4
TF7F A=d, tiEHQA ASZE Mishkin and  Strahan(1999), Turner(2001),
Pennathur(2001), Sato et al.(2001) 5°] At}

10) B<o], SHES ATMOL} Bz 5 oJg] 7o Aol )3 YRS AT
g ORI ATk Y 1999 ook HIZ4 w]=e] OTS(Office of the Thrift
Supervision)7} AW H] I7FE W AZ7)HEC tial], 19999 3/4%7|5E=
0CC7} Z& 28 Eo| thal QUeull F4(URL; Uniform Resource Locator)S X 113k
As 47 953t



A H.31M(Report of Condition and Income, Y™ call report)’ o] EFH¥
2,500970 9] =H-23Y(national bank)ES o2 sl AE I Z A1
25 AlFske &I 22A] B 289 FFAHHE Hlaste] dHU
FEFS T e, SRS AHAM e AR

SlEYl £7‘ 23 o] H|o|&}H]|-E(non-interest expenses)2] H]
ond ’%FHE: 2 A YA g2 Afole JdEuAA
ol #Agle] A tEA FeS Btk JEUHA

g dFE 23] R we} ANkEA JEige

b, d& &9 &7 PE FoXE AeBA 2F=9 AR
T2 E(ROE)°] HA] FEHY ABrele L3le R E el
SH =9 ROEZF O =4 yehstth o]o] e AAES L7t SHE
o] B¢ AXH FAE S3 HES ol 3= TR JAEUA
= =48t o, o] & 9% 7] FAHHEo] A B Y 5
A4 Axnaart EAHoE YA Fal e Aolgtal AWsta

=99 o140

e

td
:r'z FIO oﬁ,

HUM & Algete 233 182 & 2P PlEasA B
T 2 A=2 ATEE Sullivan(2000)°] Utk = A
T= vl ZHZ}i*]FJ el o T FY(tenth district) ] 2P =
) BAAI= AFd FE] Furst et al.(2000,
2002)4 dA)gt 1 1‘/} H-§7 AdEsiM e SRy A A5l
9 HlojAH]Go] H& ASE e} 4
ﬁﬂroﬂ X}o]ﬂ 9)\91‘:} T AEUSAXNBIAE AFste 2359 H o
Zpe]g-o] SlEula} AT 27| TR S(start-up costs) 22 Q3] =
Aol Jont, JAEUlm A W2 Hlo|A -7 A 9 Fol% )
07 FohA, &5 AVIAEFIEROE) T 748 AxEEol sl
A AU AR 2 AlFo T wat Fo3 2po]7t gle FoR
LA et
SIE U 7] A FLe-3) o] ALY R E(business model) S 2] FA] 7}

12

1) Bl A m dzulede] PTe QI EnlE, WALT, vlne s}
4 SolouF, BRAEF, NFeTe] A%, nuAnTe e Eua,



100 KDI H={od /2008, 1

87] $13 vl o) AIEUN AAeAES oz v g
*5—% AZSEAS AT Z = DeYoung(2001a, 2001b)o] Ath12) 1
urst et al.(2002) 2 Sullivan(2000)] AFZA3}e} & 13) AU
2P 59 o[ go] FAHoZ AN Hlo|x}pele AThal B
e, AR AP o) Heolxofo] e Re tiEA s}
HrslHe T 239 S8 FFE FUE FEce T8 EF (fee-
based financial products)S o5 = &N A nLx}Fulj(cross-sell)3F
£ Aol % otk He A, AN 14T FAAE A
Qeqs FAdedos A5 119 HEe vristohe 48 vl
sk At #A48h

121t} DeYoung(2001b)-2 m]=ro] QIEJUIMIZ Hg-23o] o
2 AxSE IS e e AL ol 233 9] &<5a Ilearning
effect)7} oFA = ZdZF<l Hol 7]R1g o= sfMsttt. 1= E3H
o]59] Z¥o] Bl 5 Z(financially mature)¥]il T W2 9] QAEJUIH
A Agedso] U A=Y AES FRFOEAN Fafs =9l
O, 35402 A7 ddd2 AE 7k (viable) 3 AFHE
o] # & S Ao Hrisial Ut

112 - Mo FUIO
ox .

B ko ox

N

12) DeYoung(2001a, 2001b) vl AWt FRFFALS] FAo] 71%3t9 199733 2/4%
718 2000 245871714 1387] F AU AAME S AZPDA 5287 23S
EAUdoz e, 5 Az =98 A AIFSAY kel 99e s9S
S350] o] AFEMS 3,2637H/] BI85 o8¢ EFFEAE Hdun-
balanced data panel)S ©]-8-3}Th
Furst et al.(2002)Z} Sullivan(2000)2] Aol W=, JE|lH ] AF2PE9 H¢-
AiFFH= F7Hd FAGFAA £ FEsta glon, vlojzig=9d o
g QEZT} A AU S A FeA] Ge 238 e AY92d9 FHT o

=T

13

=



wdolM e B A Y] =t Fito] 23] 7Pt} Bl
720 vlA= G dal] dFEHS T AR A ] =9
T} olo] gake 2oy AAEE stojg AT ol HEARERS
T F A sk ol g oE 289 FAd Aol SN
FE vde 70 tig Aol 2He T =2E AAE Aotk

T B A TS 2P A AN ARTs VIELE
Teets A F58H o= HollA AEEE Hieh o] AU
AR EAE Tl 2 2 aAS ZFoA dES Aled Aol
= Ao AR o Foln, 23 o] 17N FH F& HRHE AU
W7 Ao taf eoiEel e s A 5o dYs Aled 4
T AHUMA 9 v AT AR S A EFHE YA e
271 wEoltt mEtA AEui R o] FFE Fgs] B8] AsiM=
=g Fode =8 HloIAREY HETH FYdd e IF= I
AuE Fdart o 959 A7Ec] olHd AR WEE FAl
BFsh= A% ol gt Aol viets FaL itk Hlo|AH G ti7h &
A2 dEA o) vgaE el e T8 JEE AlgsiH, vlela
FHoll ek 45 Sl aAEe] JAHUEH Y S Fsta e
A1) ok 2218k sElo] AAEAA w3 FeE AEH 3=
Ag #AEE 5 AT

ofelE AFEAG) A4E ARES AWH F, LAl S04,

14) AU o) e DS AP FT 7 9otk Sullivan2000)7 o]
AEUY LY wolArgo] ANUMAALH PEH FAF A 21T
A2 AAT AEZ AN AAHA FoHo JTL vAA g Ao e
g Bl Al By olsle] e WAF] i AP e grka @
& ek

Hugel 3Ad o ddo] F2 S (E, dFFY 93 ®

$hE Bl AFD A5 oAuE S W] o

AR AT, 448 2RE 952 AFD A vlolARRe o] 27

F w2 AYe sl AR BUY 4 ok

2 |

rr
=

15

=

=
=
%

£ o i
ro o

il
il
il
K



102 KDI H={od /2008, 1

HlEEEA R Hlo|AE ] ol gk B4 ZAT} A= AlAE A

2. 2 Y YFEYY 2y

ol=, 53] o] B Ao =d3 HHe] AAA ol
gk B8 F2 T HRFE (cross section data)E ©]-8-3}e] o] FoX|3L
AT o] | ZAE Furst et al.(2002), Sullivan(2000) Fo] =t ¥

o sk o] Be 5o eajo] AANUN AHYMAY oo} A
7ol sl AR T AHE Holt eqNAe toR s Juw
AL EAFoz on) g Aee Yl F8E 4o 549

d E52ds B et ae o 2xHS AL Ul ¢
FEFEA 0] 7Fs g 23 o] 20700 Bt FH EA4o FA As
ooy}, eI 9] GAF =3 dHstY 2359 AU o
JE 9 Fxpo} HAH FARAER 20009 o] Folof sHar-2-ao) 3
BAZKQ Fxo] AZtE o] AJAEBE-X(time series analysis) B=3F &7}
stttk o]ol] Tt ‘W AERE S T3l 1999 shEk]el 107]2] 23 o]
NS Ak 5 el 2q5o] A2 B0 ALY
Hulzg R A2 BAR Tk BEAES TREE 1R
T8t A kol gt ASEA

do] Brl53ale] Qlejylaz) e =3
= A3E olgwe] wEth
oI 2L olglES &S] fste] £ AFelA= 207 23l
thake] 200013 14527156 20023 2487|1714 B7|HE #=3) A8 2
Wélﬂb = ”(panel)x}i— TFEEPk oled A Holm 2007)<]
AA AFstEz Jddxzy A]ﬁl% =29E o] &%

B m%ﬂ% Rl BAZ AT 5 AL 4 BE PHunin S
A 38 G FAse e PRGE AAuse] BuH A
22 BAo X342 F dthe 2Re AT A



ro
o
part
0=
oY
il
rlo

of 241t 103

oot

AZE 0] 717 200019 1/4E7]15E 20023 24E717FA19] 108

Z1olth. sl 5o AHNWAS AZe AL 1999 7°J°l7<1“P
S=r2do] QUM A #H AFE £ - HEse R
38 A& T Aol 200018 1/4E-7]0]EE o)A 287] F9te] Ol%
Aol #3 SAE Foke Aol EvlFsAth E3 SFARETHY
WO 2000 1/4877] o]Fojlof H|224 £3E0] B AF-A) %7}
FAE B8 A B ARE 7 5 JA HIAOE A=
A7 o)9f o] A | AR A&

EAEe] | 252 F 207 23Po|thln F, 2002 69 T &
A ol A BN A H=E xﬂ%ﬁi JE 227H Y5 FolA 9

221791 Citibank2} HSBC= #412] ttoll A A|elslH L, J5-29 A4
o] ole} ehEae BolT ALY} $AZLYE A2l ek e
b smeds seeqos 44 Y (HEaeqst (P
o] 7% 2001'A 4/4%7|158 HI7HA Y A5Tt EANEHA] 0}7‘]“]' <IE
U EdAde] =T dolaty =Y Fakl

T W oldY 7IzbEtel EAE Fol7] wiEol EA g E@'E]

At

ot

whebA] EAjo] AHEE ThRe] WEL 20070 BEXE AH &
VI B9, T9E ) eae) 387 ARt Qe A P ),

AAZ 7} WSS 1947]9] BEXZ PAEACE S B FQo
ofsf &3 ARE TR T 4 27 2
1999 T =X S T3 Q7] W] o5 B 21470l

S AU ALK ARES R
AJA|2~E)(DART, http://dart.fss.or.kr)oll 3A]

16) 1999 o]l = W72 RuXw Y57t 7k 6}@

17) o] 1999 & Al FPFold 1) AF2H(EE, 58, A&, AY, 9, (F)
e, 98k A3, &), s, (3D, 670 ]moﬁg(qu ﬂrz %]
A8), 283 309 EFLAEE, 78, 719)°1t

HL
e
>,
X
4



104 KDI H=od /2008, 1

32
ui
offt
)
-
Y
B
il
ofy
-3
>
b
19
X,
2
>
2
%0,
>
oo
I
il
flo
M
N
H
k
>
K

-
a
:(.)g,
% °F
M
A
=)
N
N
o
_1
19
&
z
oo
tilo
oL —{F

QL
Anj
=
b

to M K
>
i
ofr
[

2 oyo g
ol
=
o
z
B
A
ro
N
N

N M
N
of\
o
o
S

o, & X

O
£h
o
@
Mo g
N
)
kI
>
2
°
kY
e
4
e 4

B
o 4 2N B

BN
o
s
2
o
>
)
Pk
B

ol
1
o
+r
N

(

flo
ol

o (7 e A
R ATALE ol§HGT, AT FHE F57
TFAL HA8uA) 27) el MEe YalolES Fa B
Agta glof ol9] A olgPor], FAHA e 3}
e g
| A
e

[e]
=,

A=)
3
o,
ot
rlo
O%
Lo
ot
o

D)
O o} o
>
>
[
it}
2

Me it
N o =
(o]

o

Mr N of
flo

1%
o

lo
el
BN
il
-
gi_’,‘
o
Ey
52
£

M) Yoo 0o 2. 94 L9 g
ol AREl g, 24 o) o)A
L EA ] Aol g,

&
e 5o We Assgn, o

K-
T

(g i
s LN
il
fru
-
ln!

o
N
r

._a
=
=
)

=

5y

Mo rr o ol 1o ko
o i o
AN e
q =
= o
o m
O
- o
BN
d 2
=
jns)

of
off

A, dzeale] BDB, 3 FgAisle] 53 5 o)
Fo 42T Qs YHA5E Hzr o
G e conrol 3] o] 52 AP FAWO R
2 Ttel ALgSTh B, JAYol me o8 G
olg e Fal A% - AL FE ) dummy) RS TS
W, FAAF £ BE BRI WEE 2] A T
g FYed T¥ drlusE Agadt

O
AN (-7 ;
4 H oo M oox
o o2 o,

o 2 ol o2 ft 20 o% & 4 N
Hr rlo r—r"

18) o] AN ot vlge] ARGRe] S0 HE B BASE Y, 5
9 e gAsle] FRA SRS B e BIIRIAY 42N, B
of YEFE BN WARE SR BYHUL BAE 1 FE7t 24 Qgn
B AT BHNNE DEF FRE0] F2 ASE0] BNFde] 2 JFL v
A e Aol GF AR Qe ATE HAE oHF HueF s
34 9% & ast Aok Ak

19) oA Abe o8 AN EEAS] BF L AT, AFRIEY, FAE,

HEAA Foz Tt



R
oo
fotr
o
oX,
ot
tilo
i\
o
ol
ol
N
——

| 9131 AR FROE), AH]
FROA)S WIEe], 1§} BAB FA4 gu] Hlo] I ul Sl &,
oA Tl o] A GH1 &, A& DA 19T 97
°) 591 FApE o ol A

o

=)
oln]g, BlojAd PS4 H|E23) H|o| A H]E 24) F=o] Ru|2125)

¢

e
of

S 0%t g WEES AEIY] A3 AT R &9 we
FEEe LBl FAF AN FRET FAF 0B =
52 AHgREoL AR §B0) AT ARGEES] BHE Gdlo] =

3% #AE AHESETRN ol AEUMAY =9 % Sito] L

20) =9 A5 (net operating revenue) G FF (1A= vlo] A A4 2] FhellA
oJZ M &S e FH(F, oA +H] o)Ak Y42 — o] A H]-§)olth

21) Eol Aol oL oAl A o] AH G- AHE FH(F, o)AG — o] G el T}

22) AN &L £FEFdol et Bl F QM-S HIE(F, Hlo|AY FHl&/E

FAFNZA 239 FFaEA, 949 Tl B AT I EEAR AR
3] 22o)x itk GuksjAle] 39 Bl & & A (inefficiency)& ZE H-E-9] 9

HEE Aod £ AdS Ao, 553171, 53] 239 A 598

flot f‘

[e]
al

R e
oo Sk

e
=
rr
2y
d
Ach
E
o
X
&
19
i)
o
X
o
tlo
©
T
2
rO
ale
19
pad
R}
ofo
5
offt
e,
>,
_(31"

Q

e
O
i
Lo

= -1

of Hl&S 78 A9 AT g0l ALFE F Lol 12 FHY &

3] I 5 loke Fo] = 1

T AR ENES B3 AYEEA ARE Tl o8 2

e &3] 22 Sl

23) Hlo|A GG rlT 2 o|Ag=of 3t HlojAg A=) o] gl Gl et Hol
YA HIF(F, volAFAFY/FETd ol

24) HlolAolHI S Y dgolol tigt Hloltd o)) HI(F, HlelR g G40l
TIET)elt

25) =0l AFkR(net interest margin) =02kl ] o2k AL FEA BT B &(F,
oAbl /o] Ap4= ) ARy o] T

26) AFEAS AT 2 EAANA AT AT WL <75 1>

f ot o @
ot
of

) 2 ox
Bl g
9,& [‘-?i': ox
g
-
=2
>
ir

e
i
(o))

2z

tlo

&



106 KDI H={od /2008, I

9, FUHE Tl HAA AR EXHIE BREAAD HE
A i} Beju FEor B e, Ade] AL A
25 f8l ol AFFEES wol FA% 2ol e} ‘=hHr R

gelstaitt

S

2) QIE{UWY iz
QHUAY £ % GRHF 5 AIAREE A B ARE
3} AR 207) ee 71FEoR Helstdeh FuleBEe Ay
W7 Al B Aol YREL FRLA FEAATY HEARO
gEstgleh Dot A AEUY APl wste] AR e A

4yl S
AEYHIA JRAINAL 1999 3487 71A] FH o] sl A g
=]

27) e A ] =)o) HlmA Wy wj=o] o= 19993 3/4E 7] o]Fofok 7+
S A AU HBAAFEE FH37] AP HE gokshd e
s Qe AIAEEL 1 A Ho] AgHeE wax 1 YiE o
it 2 JE A 9] 3k 53] el Fe] = 2 Fito] H Pl
X FFE BAs7ds ofF Aol FAES} n|gEk FFolin) wEbs &
59 Heke 93l 53] /E23e] B AR EY A FES ZF 23 Al
7 GFAENA A &k



A E o= e Atshd 222 A8 7Rk %%}i Jﬂolﬂ‘r A
B AAAIE L AFolAl 7Fe A, dE 7hs
ANz TEAH A M ANFoz 7RE 5 8
HEMH L 7HeA S 23 HEARES
o, A AHUBAA 2 TEAY S FEAEL REAR
WaEeD &8 geAse) gz gkl
9)ato] AZEAMGME F2 AHYHWAL E3 AFolA 7lsod
o] 2 iﬂﬂf"*ﬂﬂl* AT = J&tg—a}

>
w
_>,i
é
o F
)
5T,
0::

P
= "
o}
ol

l

% Fom, 59 YEeh) EE

AulzE MRS QEUMAE 95 A2de] glolE Thsstel, R
& e 5o Mol A Ael7k U] whioleh. £ ATNE £q
e YAOIES B3l ol Aol A7t Thssior AR AA )
2% A LYo TS VAL wyth T AxolA st

>
jui)
o
N,

oz AHUMA ANNES FRF A%, 2%, 9, A
2.2, O, $eue AT F 1) eale] YA S ol A

AE TP AHURAAH2E ARG e AXAHe] 1999
easo] glo] Bl WE G s

T
shalel HE(137) £
st B4j3l7] oldsl o] gtk ol @ olel e EANAE J)FE
o= ARE TEY AR, the 98 7)E YA, SRz
7 eape] AA| BN A THRE FJE0R AN

2E 2%, 299 thuz Qe BB, ASAG ¥ 509 B
42 AR Ro) T Bk EE ARRGE AL 5 AT A w}
TEA 52 0% 2R BT 5 drke HolA e 7)EEe v
S ol ok ER A A2E TEAPE NF0E S %ow

28) ° SJo|E WAL ol g3l AHUBAL AANDE LBE] B3 Bl
S Bastel Gl B Aokl Ygov] LRz A B JES
AZ7] R FAZ AR AA A2HOR ABFOZA o]l F FAH

A48 5 AATE AHo] gtk Aol RE LBE] A AL B3 A

Mg A Qo WAREE At AU Ad) Bgn s P
o] vl Beiei S g ol et It A 51 weba] A7
ule] Qod Aol e} viehd 4 gl SR AL BAT AL



108 KDI H={od /2008, 1

AFd AAAE FFol WE B4 ojygo] AF AR dia™ F
ARk o]ol] wet ofefe] BA A= AA| AlLE FEAA =2
JEUM A =YARE Yeille YusE 753t AH-shth
AeflHy o] Fitel st HE=Z A9 AN JFAHFS
b 23] dstelea oyl AU A S T AFolATd Y HES
2] H S (proxy) 2 AHESIAT SHr2dle AU E VT2 AT,
ATM, 297, A vl 712 [ABHEZE T ANdFy &
W AU GEAHYHFS &St e, olefs 7lEdd i
o] B} HFsAIT 2001 2/4%7] o]F9] AFYE EAJtaL o]u}
XﬂE W 252 FAE o] E4d ARE-E 7= o Ro] AN
o} mEbA flef Z2e giERSE Sl JEUHWA gFAGRES 1
Aoz ZHsHA Het, ole AEUAS 3 AgolAe 9
o] AdAFY HlEste] Frlshe BG5S BAW AR, Ao
TR oY 712 AGHZE T BE Aol Fol vl AA
o ke 78l 71&$t) E Sred) REAFAA UEhe uke}
2ol JIEHIA S B8 & T & AN A A B 2=9] H]Fo] o}
nju)ate] g FEe] Qe 5ol AgolA= txd 4 vt &
= Aot

N
(<3

= Sy ol AA A O<§?f}(systemet‘tlc

impact)S PIX|=AE FolR 7] st QIEUIH] &Fol digh Axe

23] oA 7He] B ARBAE AHEIL, Yoprt 238 o4 F4

2o dutA o g AMSE = WSFES JFS AAS FHolx s #
2

99t 2o FES PAY W) 24 &
ol AEA A A,

tlo
pou)
o
fr
o=
)
it
huj
o
i)
o,
e
o
R
)
o
AN
19



o9 Soue HEE] Asked & ATl A9T ZwY
ohelel 4 (1) Lol Bzt Adel B 1AERE 4 AL =
(two-way fixed effect panel model)e] HEjE 7}xt).

Y = OZ+/BZ”+’)/J?”+,LLZ+ +6it (1)

Ho
2
>
=
F
>
2
=
>
(0]
o2
1o,
4
19
oX,
B
==
o
K
RS
rr
‘0,
o,
i
oZ,
oY
s

ol g AR, zy= 23 Sl uig FAW

i
i
=
(e}

2
g

variables), 1, AN whek WAL ovt AW ee] S 59
o] JeFg W Hae] Bl nE RE LA $UT JFL vAE
AESE ERRE, €, 8 BTl 00]3 Bato] oPolr] ZHHoln
AT RIF e FEH wPFolrh

29 £ ARZE 24F BN AUFIEROA)} S
©B(ROE)°] o §¥)1 9lth & Aol At ROES Hdte] 2ol B9
4hg BESFE £ ARZ AHEHAN) AWHO S ROES A

My o
ox

282 AX= FAZol 7] "ol AlAY 3]A 7]
A WESE B5S HolA Bk 2
3+ QeI A o] 33k

O
& 7] $18) ROE At=oll SloiA dnb=Ql 7d o] Z7]olef of

g © 41 7

= g

29) &3] FolA FARFP dubH o g AR EHE W o] B3 =9E Furst et al.
(2002) F=zs}e}
30) A EROA)S A ARE e B4 st ov A3 IA =24 &
ple=s
235 ol¢ @*301 HL&HQ A5 HAATRE 51 ojy9] 7IxkEt F ol¥4
EFE BHALSAA TALE 5 Aok AFEY THSPES A&907] 0% 3, 4
| E3t XF“ o2 ARE \4&”‘b A, ool et obH = HRIA HlEo] gle &3
o] wol vk & wj 7wt &AM Gl AR FE = WA HIE-E v A
iyt AR 4/4%71 EQAFAANME o] EAETTH B o|AUJMMAE
aE g HAA WSS AT ZN 44871F HAA B8] $(H)E YEUE
A= %HH%E}.

31

~



110 KDI H={od5 /2008, 1

U AAZHS 53 2718 7102 1 olxF O]?—% T3}
PASFDD I, TN = A 7E 23 G} m]A]
ZA s A7) Sl HEE ARRHUATE EA4 60 A /‘}%a
A Afxe 2t 299 dstdem F AHUBAS ot A
o] BlFD2)olth EA A F 7HRY AME T AR
< AEUEA e T9) A7 289 Fejel dFS =
JHUA S 8 FFo] HAE SAtEHA BE
o] Auges A ZHERE HAARE AL F l—%
(conjecture)oll HIE-E & Zlo|th D13} D2¢] thdh Al
F35E5 71 AQIAE AHZH o= 1—0}L AL v
ok QB A S EYole FA7} "Jﬁé}
g upe} 2o oy 7HA] agso 7174 A]
L¥o D13 D20l gk Al %"—7@?]7}
A dad Qs Aoty 53], A8t
F3hg 7)7ke] B3 2d 7R EE ul$
g ol thate] A< 3
Z7)7ke] AVAA &
Atk

o]¢]e]l ROEE A™3}7] $lste] AHele W4
FAMITFE(ASSET) 9 FAF diu] AHE(E/A), 18]l 1997139
&} o]0z AAA RGN AFEs(default) o] 7]l =
| FHE FHAFY GEFS 1dst] 9% T A= VI(DF)

e odfr

jﬁ
=

)
rok

oy

» o
o
F%r
4 32

—lOL

2 AN

M2 o

S o

N

_L?l_‘—!—‘
2 2 4 18 o

TN >
<

Rl

np-
_,ﬂ N
™R
o
>

1‘
i

U

ol
o>
i
N
N
™
2 B o O ' o oo oW o o2 4 S

2
w1

o

W 4r o

)

=)

4
-

f
N
N
o
-0,
e
002
2o
-4 o orfz
S

_

o

ggg

rlo
o ol
e i

15

of o
ol

L

N

r oL
<ii

N,
~N

A X1

o
oY
=2

ofl X
ok
il SF; L
A Ay
By
i)
=
flo
S
e
¥
30
o=
e oor
)
ms!
S
o

L

W
o)
o
oY
rJ
g
4 e

N 0

_(H

O L o
rigt
ot
92

d, EAHASSET)S 239] FR(size) AHA7} FGA T 7H2
b A8 -?4*8}04 SHHUTE Edh v A3
9, d 8718 w2 A= 5 23
RIS OW% e g TR e A F
o] & Zoz 7|tiEr) Hlg FHAME ghef 23
A7E 28R FAte] & 239 ROAE 134
ACZ ZIdidth. FARE tH] ARZRIE(EA)ES &
Ax2M drbrog Ads= Wl o

ot yo (2 o
Y
~ ol of
ook

v
wo OX flo

fost
rlr 40

(o
o2
~
+
\./

e

ES
>
4 ol

‘g]

o a2 oo FIotlo >
ox

Hir
i *
l‘ll‘

>
B
il

o

o

f
S



BA o= 2Agety] wiol] dg7Iet

Ao= Zljdt ok, gk Al

2 3AH <2 A (accounting relationship)l]

ol FAlM 2AHM Hs ZHEHOE @a} T A= L.TEO] 01'14‘:'
=

S50k BAAF WHOPE BEAGAN FAAF) F ,; SEE
el M ATl R Faadez AR £
QEDE FAN) Ao AU WrolnE 1 Aol 2HATL W)
o] #35 7Hd Zo 2 7|gdrh

S, 2 AFolM e 23 A4S AHstr] fg AT E 9
of EAE HFE vt TALE tEl EHIS(L/A)F FAE thH]
Hlo|atd Aul8-2] BIE(NIE/A), HH7HIRIE(0R), 183 AA#&
MS)= F7Fstd 45 sty TAE tin] hESHIE(L/A)T F
A2t Oju] wlo)xd Yul8-2] BI&(NIE/A)S F9HT XEo] $¢) 40l v

& aejaty] 8 TFAR WFEeln A7 HHF ()
7Hd AoZ 7l At} A, 9 Q44U (net operating revenue)©l|
1A HRlE-o] HE=2 AR P AHHIE0R)S 239 7
T5 A2 s 7HE AR J|HEHERE ATy F43
7Hd Ao R o dEt) mpAH O R A E(MS)
Vo’@r% I A F7E AARTES deBT

A Aol 27k

R
o

H

fole rt fo rlr
m[ru
o

o
oX
o,
Hir
tjo

¥

U

o T
it
N
HN
>

e

rlo
09;2
w 1o 1©

o,
=
™

2 = Norf o £ o
o
2
B
4z
fof
m

iz
9
M =
o
i}
m
o
o

2 =

= 8
—u-ﬂ

= o Ho] Azl AAE 207132 23 HA o
7158 2002 24271744 1082719 ARE 5
oug U S8 F fle 29 1f9 8E
H 3tk HA ofefellA] /NELYEAE EFA
Faloll R7bslAl #2953 A= A(seasonality) S 7HA= 23

M

/4
}

A

o &
4 S

=
o
o

Ao
Al 7AA <]

o2
o2
o, F”[O R

32) 2001 4/4%7) o]Fol = 207} 23 F Fel 23 Hal2ayo] zzt Ful2Pa} ¢
ool FEo] 18709 230l Mt BES F52T 911:} ofge] £
A 2001 4/487] o] Feley} Haldedel g ASXEL RISy ¢
2o} AL w3t} AT



112 KDl &=od7 /2008, 1

59 71%% A FH(descriptive statistics) 2 <F-5 2> A|A| = o] ),

W

I

[¢]

20 ®so] Yok (R 17 [

A= hyA
~— <3t

CEEXDE-E!

32] 2 JROE)°l ¥

£ 3]
.

i
el

o

—_—

A 2]

o] AZPAE/A(-])E

ALt B ApEH S

&

T

il
o

]

o A% #<14 oint
o U 2A% AND

o

significance)©] wj

mo

—_—

0
"I
Cu

_g]

72y

Qe Aoltk. EA, ol A AulE ujsl go]

of o

2~

T
=]
hl

G

ol

NI

B

i
o
T
i

olp
oR

A=
e

]
—_

N
ﬁo

%

Mo
Y

4]

S

A5 £ gvr]HES(DF)

=
ok FARE tiul SN E(L/A)S] F

g7 02

s

RS

o
AR

.
A ook BARLe] 2

E

ORI

$-2lo] AEo] B3] A(specification)

—

el

o]

i

4K

g ol gstel v

3 n)2e) g

Furst et. al.(2002)$} Sullivan(2000)2] <310l A

1

ki3

A= A
o} 3

= =
rsE &

s AN = Sl

=

&

°E

s

4e A 2

=
A5



QIE{HHZIn} 230 ZAYMI 113
CE 2> QI 230l 01
231 23 1 23 I 2y NV
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(1.5457) (1.5514)
-13.4898 -11.7117
NIE/A
(14.8906) (14.9713)
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ABSTRACT

Despite the great success of the derivatives market, several concerns were
expressed regarding the additional volatilitystemming from program trading
during the expiration of derivatives. This paper examines the impact of the
expiration of the KOSPI 200 index derivatives on cash market of Korea Stock
Exchange(KSE). The KOSPI 200 index derivatives market has a unique
settlement price determination process. The settlement price for the expiration
of derivatives is determined by call auction during the last 10 minutes after the
trades for matured derivatives are finalized. We analyze typical expiration day
effects such as price, volatility, and volume effects. With high frequency data,
we find that there are strong expiration day effects in the KSE and try to
interpret the results with the unique settlement procedures of the KOSPI 200

cash and derivatives markets.
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AeAd | oaelAd | PO sAae
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HWAM 2012 (abnormal return)a} BHZA
(volatility): ¥¥ Xtg EM

Zo] KOSPI200 A4 AE & 347 & 94
T84F] wWde] st 22 a3 A RS (program trader)S H
ARE AAAXE F317] Y& AEAIZA b EX] A (position) S
HATOZHN AEAZNA FAIE EAAS sfidtE e =8s M
Hoh wpeba] oAFES w7] ZA A o]l g winirt EdksiA] Yo
A Age] Frstal 712Abe] He dEATY HEo] UEhd
7Fs/do] EokAAl Eth

2 dFdA e s aAAR LA AfEI 9= KOSPR200 A&

Z'S*J%Qi st AET &A9 w77 &2 KOSPR200 A5 &
°l&, W ﬂﬂiak a3 7HAREA ] ofE g JEFS mX=A]

o

A WA GAZ FAAGEF WY 89y Thr]do] ofd HQ Yo
HAEAF7F el Hi &S vlus)] & 5 ok H58Y #ZA
TS Bluste A FAANG T AFA 2SS AREHe FAAE
W] @ U& I calender effects)S F#|3}7] $13+ AolthiD

KOSPI200 A4S FASI= FA50] AdEHT I+ =
o Alwe] wad AYd F EE Fade A AFeE 72 F
o &, AEF 4 BF9 T7F ofd HQYUNE), AL
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1) ¥ F=AAFe] adadt o thgt AAME == Schwert(2001)E Z
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SAE FYE HFTAE 22 £AME 7IRE Aoz Bt a8y
EFAA] 278 18T ) A 2F 7Hl FolEoY FolEY] HE
Aol BAIFSZE {3t =ol7} 9l—t— HoZ EO]X] —E—E}.
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CH 4> 9 80 HefPH
NE" Or? TE
A= Agh Bt -0.0764 -0.3604 0.7537
xFHz} 2.3273 2.1170 2.9694
U g’ B 0.0019 -0.1461 0.8545
EEHA 2.6619 2.6243 3.3620
w529 206 42 21
F 1) A g §Hol BE w7k opd %ad)
2) $AT W91 Bl
3) AET g4 BE I 2e9,
4) %] Azt F7} Afole] 271 9%,
5) F2Yd F7HF BQY 7 Abole] 21 98
(R 5 YE £E09 B xfo|e} ZAH| AH
Bt 2}o) F 2]
AREE | FREE | AR | EREE
o8 Folg Solg Folg
0.2841" 0.1480 1.2086” 1.0288
NE vs. OE
(0.4652) (0.7423) (0.3947) (0.8649)
-0.8301 -0.8526 1.6279 1.5953
NE vs. TE
(0.1311) (0.1743) (0.2004) (0.2199)
3 : 1) NE9} O 7] Hat & o). () ] A= Fo 2o] AAAA A ZF
o p-#k.

2) NE9} OE 7t 4918

7,7} SHH0]|a T A FE E(independently and identically distributed
= F N 259 g7 Y

£ zpol7} §lub= AF-7H(null hypothesis) oFelfoll Al 21 (1)l 4]

normal) S W&t 714 35HAL
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NE j
r — T
tf—sp (M
NE oL =1 - v .
7)1 r ——Er ,rfﬁz 1}, j=OE or TE, 181l

s, = T 2ol Fose dEFE(pooled sample)®] FEFHAFO|Th

s — (NNE—1)51\21E+ (Nj_l)SJQ
! (Nyg+ N;— 2)

1 N . —_.
OITLH sz s mz (T’Z-]— Tj), ]: NE, OE, TE

J i=1

3 Hludide] He F aEFe BAtel Aolrt gltke AF-7HESE
ol 4 2)o Folx ARFAFE A=} (Nyp— 1), (N;—1))9

F-2X5 ueth
2 2
SNE S,
F = —~ when Sgp > sj or = —— when s > sty (2)
S]' SNE

<% 5>o] B9 ule} o] NES} OF 28] 3 NES} TE 7+ Bt 4]
ol zol7} gltke AFIMEL BE Ao 71745 A FeTh o]
dstel vl 1§ 3 Sl Ee) WEAel Aolsh fks AR AA
7124 A et d¥(daily) ARE o] &8 AF7HAY =2olA -2
£ wjee) A FolEH WEAAA dudos nss S44
BES 31 4 Atk

2. H4E 20180 WEH: TYE X2 (high
frequency data) -E-&'.‘

duH oz w2y AYE SR FASE FAN 22 4

BEAFINS AN TeE @ ke 398 1Y Fsael A

(Stoll and Whaley[1987] 5=+ Stoll and Whaley[1991]). -*-&] }&te] 749}
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BEA M= o33 42 AuH 7] 93 KOSPI200 #|4=2] ¥
E A5 giile] 1WE ARE ARSSt 4S5 AAISHE gtk
Mele s AAY Lol 25kl AFE KOSPI200 A4+ &3 7}
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2 A5 FAES Al F o]59] Hid EFHA diste] Ay
2ot
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Hr 1o

o 2ol *é :
KOSPI200 A4~ 41 &S v} 2] AHsiAL

gelM Pl = gl &3 i WA 52 AAz 108 1HE F
AA e NS oviRith 3, j= NE, OF, TEoJt.
97193 HOHRIAFe) BT FolEe thiat 2ol FoHth

15) 3027 604 7HA9 FIEE FAHA YT 4 it
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714 Nig 2% j9 %adel 5 ofngt
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(E 6 JBIT AEE 08¢t #2459 A =4[ 43

NE vs. OE NE vs. TE
0.0150" -0.0175
10&
(0.3131) (0.3934)
o 0.0175 -0.0864"
Bt 7ol 30%
(0.6389) (0.0914)
0.0291 0.1751°
60
(0.7294) (0.0788)
12512772 174397
10%
(0.0000) (0.0000)
) 0 1.0936 1.4838™
e N (0.2403) (0.0002)
1.1567 16943
60E
(0.1814) (0.0006)

3 : 1) NE$} OE Alele] Hix) () ¢t == HiF xfo] AR t-FA =Y p-3k
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NEETH ¢k 104H(-0.4362 vs.
-0.0438) O] Ykl =)&) EARS oF 1.78](1.9119 vs. 1.1226) ¥ =
A JERStTE v OES] HF 107 Bt 282 NERT oF 374)
(-0.4644 vs. -0.0125) T HSkal, <59 4R NE B2 d5H T 7H)
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F7IE P

17) 93] AE - FAXNZL B3 Pope and Yadav(1992) L m=e] A$S BA3
Stoll and Whaley(l991) Zo] & A7 AT} SALe Atolth
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NE vs. OE NE vs. TE
***l) EEE
4% 105 0.4521 -0.4503
(0.0000) (0.0002)
< 03119 07336
B 2} HZF 30¢
(0.0455) (0.0009)
. 0.3924” -0.8744™
FHZ 60E
(0.0396) (0.0011)
***2),3) *kk
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3. 724t (Price Reversals)

EA- o] A& Stoll and Whaley(1987, 1991)°] &J3] Aol 712wk 9
AEE AuEo e JBGEY v A3 HHEwe] EAYRE

Moz AR vy ZEad A T i JIFS
u

[e]

B Ao A= Stoll and Whaley(1987)0l14] AJA1E nie} o] tho-3}
2 A 7HA] 7IEE ol8ete THAN S S g

if <0

_ ) T

REVlt_{—Tt+1 if n=0 ©
_ [ Il i sign(r)# sign(ri)

REV,, = { 0 if otherwise @
_ [ m] if sign(r)#£sign(r,,)

REVy = { 0 if otherwise ©)

%Oﬂ)\‘] = 100 (]-n(Pclose,t) - (]-n(PcloseflO,t))'% ?__7]OE]. ;g'- %—E ;‘QIXL—I
IO’E‘ %?4‘04 ')i:o*‘]l%% 1/]-}3]-]’]%1115 Tiy1 = ]-00 (]Il (Pope7l+10,t+1) -

(I (P openi41)) & T Aol A3 A3 108 52 F9)&8S Y
Ehditt.

7FAREA o] S AF REV,,2 49 s 7HAW 7HERdo] gls
B w9 s 7Y 8, REV, = 7HARRE] gle A5 9(0)9
s 7HAH, ghdo] e AS ] el A A A% 102 5
S FlEe Adigts 7HIth REV, = w718t B glo] Aj=o]
Ao =edt JHE QA8 71 A% (continuation) S WHFSHA] E3l=
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l. Introduction

Economic relations between the Republic of Korea (henceforth
Korea) and the People’s Republic of China (henceforth China) have
been expanding ever since China undertook the Four Modernization
reforms in the late 1970s. Ever since then, bilateral trade between the
two countries has been growing steadily in terms of both the volume
and the variety of goods traded. Capital flows between the two likewise
have been increasing although the flows have been mostly from Korea
to China and in the form of direct investment. Between 1989 and 2000,
for instance, Korea’s merchandise exports to China grew from $213
million to $18.4 billion while China’s merchandise exports to Korea
grew from $3.9 million to $11.3 billion (ICSEAD 2002). In fact, China
has now emerged as Korea’s third largest trading partner. Also, by the
end of 1999 Korea had invested $4.3 billion in China where it had
virtually no investment before the late 1970s, and in the year of 2000
alone Korea invested $307 million in China (China Statistical Press 1999,
and Lee 2001). These increases in both trade and investment are signs of
growing economic interdependence and integration of the two
economies, which, we expect, will further economic growth in both
countries.!

China and Korea are two key players in Northeast Asia, a region
that stretches from Japan on its eastern edge to the Mongolian People’s
Republic in the west and the Russian Federation’s Far Eastern provinces
in the north. It is one of the most dynamic regions in the world
although it has yet to develop into a well-integrated economic entity
with formal regional machinery similar to the European Union and the
NAFTA.

The European experience has clearly demonstrated that the
establishment of formal regional institutions such as a free trade area
and supranational or intergovernmental institutions can pave the way
toward greater regional economic integration. Such institutions are,
however, unlikely to emerge unless the region develops its own
identity through economic interdependence and creates political
support for them (Seliger 2002). Trade and investment are what brings
national economies together into close economic interdependence and
will thus contribute to the process of regional economic integration.2

! There are disputes regarding the effect of membership in economic union on the member
countries’ long-term economic growth, but a recent empirica study points out that membership in
European Union has had a positive effect on the long-term growth of the member countries
(Crespo-Cuaresmacet al. 2002).

Economic integration is usually defined as “a state of affairs or a process involving attempts
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In this paper we investigate Korea's direct investment in China and
its implications for economic integration in Northeast Asia by
investigating its effect on bilateral trade between Korea and China and
other possible effects on economic integration. These two countries are
key players in Northeast Asia and increasing interdependence between
the two through trade and investment will significantly contribute to
region-wide economic integration, as their increasing interdependence
will lead to a greater division of labor, greater scale economies, and a
higher rate of growth in their economies and thus create further
incentives for other countries to join in.

In the following section we lay out various possible linkages
between outward direct investment (ODI) and bilateral trade between
home and host countries. In section II we discuss the motives for
Korea’s ODI in China with the purpose of shedding light on the
investment-trade linkages between the two economies, and in section
III we investigate the geographical distribution of Korea’s ODI within
China and its determinants. We offer some concluding remarks in
Section IV.

I1. Overseas Direct Investment, Trade, and
Economic Integration

ODI makes a direct contribution to economic integration of home
and host economies by leading to the establishment of an affiliate or a
subsidiary in a foreign country and thus transforming a national
enterprise into a transnational one. Within this enterprise, as within any
internal organizations, there is a hierarchical relationship between
home office and affiliates and an up-and-down flow of information and
personnel. Such exchange between home office and affiliates is not
readily quantifiable as it bypasses the market, but being an intra-firm
relationship it is a closer and more intimate person-to-person
relationship than the typical arm’s-length relationship between
independent agents across the market and thus has a greater integrative
effect on the two economies.

What effect ODI has on the trade relationship between home and
host economies is less clear as it can either increase or decrease bilateral

to combine separate national economies into larger economic regions’ and takes place through the
establishment of formal regional machinery such as a free trade area, a customs union, a common
market, or a complete economic union (Bende-Nabende 2002, p.11). In this paper we take it also to
mean increasing economic connectedness between national economies through trade, investment,
and labor movement. Thus economic integration can be brought about either through deliberate
attempts to create forma regional machinery or by policy changes toward freer trade and
investment or technological changes that facilitate trade/investment expansion between national
€COonomies.
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trade or may even have no effect at all. It will have no effect on bilateral
trade if it simply creates in the host country an “export platform” for
third-country markets and replaces the home-country exports to those
markets with the exports from the affiliate. This kind of ODI is most
likely to occur when a firm is seeking to minimize the labor cost by
relocating its production site from home to a low labor-cost country.
Even in that case, however, ODI will have a positive effect on bilateral
trade if the affiliate imports intermediate goods from the home country.

ODI will have a positive effect on bilateral trade if it leads to
“reverse importing” — the home country importing the affiliate’s
output and replacing what has been produced for home market with
the goods from the affiliate. This will happen when the home country is
losing its comparative advantage in labor-intensive industries and
transfers them through ODI to another country that has a latent
comparative advantage in the same industries. In this case, seeking to
minimize the labor cost is obviously the main motive for ODI. This kind
of ODI took place in Japan in the 1970s (Kojima 1996, Lee 1994) and also
in Korea since the mid-1980s, as will be shown below.

ODI will also have a positive effect on bilateral trade if it is for
exploiting natural resources that the home country lacks. Its imports of
natural resources from the host country may displace its imports of the
same from a third country, but this “trade diversion” is likely to be
welfare-improving for both countries since for the home country it is
from a more costly to a less costly supplier of natural resources and for
the host country it expands the market for its natural resources.

ODI will have a negative effect on bilateral trade if it leads to a
partial or full displacement of home country’s exports to the host
country with locally produced goods. This will occur if the motive for
ODI is to serve the host-country market regardless of whether it is to
jump a tariff wall or to reduce the cost of serving the market such as the
cost of transportation. But even in this case ODI will not completely
displace bilateral trade if the affiliates import intermediate products
from their parent companies or home-country suppliers, which appears
to generally happen.

It is clear from the above discussion on the relationship between
ODI and bilateral trade that we can infer the effect of ODI on bilateral
trade from its motive. If the motive for ODI is to take advantage of low-
cost labor in the host country or exploit its natural resources it is likely
to have a positive effect on bilateral trade whereas if the motive is to
exploit the host-country market it is likely to have a negative effect
(although negligible or even positive if intermediate inputs are supplied
from home country).

The discussion so far of the effect of ODI on bilateral trade is based
on the assumption that in the economic relationship between two
countries trade precedes ODI. It is quite possible, however, as
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happened in China after the Four Modernizations that foreign
investment comes in first to manufacture products in the host country,
which then are exported. Such investment will have a positive effect on
bilateral trade as it generally leads to importing intermediate products
from the home country and possibly to exporting final products to the
home country.

These investment-trade linkages are a direct effect of ODI on
bilateral trade between home and host countries and do not take into
account any indirect effect that ODI may have on bilateral trade
through its effect on economic growth. As is well documented in the
literature (e.g., Bende-Nabende 2002, Graham and Wada 2001, Henley,
Kirkpatrick, and Wilde 2002, OECD 2000, Tseng and Zebregs 2002),
ODI generally has a positive effect on the economic growth of the host
country, and definitely in the case of China, as it brings in capital,
advanced technology, and managerial know-how and expands
employment while increasing competitive pressure on local enterprises
and thus enhancing their efficiency. It is also likely to have a long-run
positive effect on the home-country economy by transferring abroad the
industries in which it is losing its comparative advantage and thus
facilitating structural adjustment in accordance with changing
comparative advantage. These changes in both home and host countries
will have a positive effect on bilateral trade, provided that it is
positively related to economic growth.

If this indirect positive effect of ODI is taken into account, ODI
motivated by low-cost labor will have a positive effect on bilateral trade
whereas the effect of ODI motivated by host-country market will
remain ambiguous, its sign depending on the relative magnitude of
direct and indirect effects.3

In addition to the ODI-trade linkages there is another reason why
ODI will have a positive effect on regional economic integration, and
that is the backward linkages created by ODI in the host country. To
the extent that the affiliates purchase locally produced intermediate
goods the local suppliers participate in the production network that
runs across national boundaries and become indirectly linked with the
affiliates’ parent companies. This inclusion into parent companies’
production network will have as strong an effect on regional economic
integration as bilateral trade, as demonstrated in the case of Southeast
Asia and the coastal areas of China where foreign direct investment has
been instrumental in promoting economic growth. As will be shown
below, Korea’s ODI in China has led to extensive local procurement and
thus to the inclusion of local Chinese firms into Korean firms’
production networks.

3|f ODI is tariff-hopping and goes into an import-substitute sector it may have a negative
effect on economic growth and thus a negative indirect effect on bilatera trade.
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I11. Motives for Korea’s ODI in China and
Its Effect on Bilateral Trade

In investigating the effect of Korea’s ODI in China on the two
countries’ bilateral trade we rely on the results of two recent surveys on
Korea’s ODI, one carried out by the Korea Institute for Industrial
Economics and Trade (KIET) and the other by the Korean Export-
Import Bank (KEXIM). The KIET survey, conducted by two KIET
researchers, Ha and Hong (1998), was based on a sample of 615 Korean
companies (216 large firms and 399 small and medium-sized
enterprises) and their 952 offshore affiliates. It contains information on
the motives for overseas investment, the patterns of sales and
procurement, and other activities of offshore affiliates, as reported by
their parent companies registered officially as overseas investors in 1996.

The KEXIM survey was based on a smaller sample of 290 large
offshore affiliates with an outstanding investment of at least US$10
million at the end of 1998. Of these affiliates, 191 (66 percent) were the
affiliates of the top 5 chaebols and 29 (10 percent) the affiliates of the next
25 largest chaebols. Given that small and medium-sized enterprises
(SMEs) are not included in the KEXIM survey, we hope to draw some
inference about ODI by Korea’s SMEs and its effect on economic integration
by comparing the results of this survey with those of the KIET survey.

1. Motives for Investing in China

Table 1 reports the results of the KIET survey on the motives for
Korea’s ODI in general. The survey asked the firms to pick the two
most important from a number of motives for investing overseas—
natural resource or raw materials, low-cost labor, market access, high
technology, and “others.” Out of 305 firms with investment in China,
179 firms (58.7 percent) reported low-cost labor and 66 firms (21.6 percent)
market access as the most important motive for investing in China. These
motives are quite different from those for investing in North America and
Europe, which, according to the survey, are market access, “others” and
high technology in a descending order of importance (Table 1).4

Table 2, based on the KEXIM survey on the motives for Korea's
ODI, shows that export expansion from Korea was chosen by 34.3

“ This difference in motives between ODI in Chinaand that in North America and Europe may
to a certain extent be due to the fact that China has SEZs and others do not. Some of the Korean
ODI in Chinais likely to be in SEZs but with no access to China's internal markets. Due to lack of
datawe are unable to verify this possibility.
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<Table 1> KIET Survey on Motives for Korea’s ODI by Region (As of 1996)

(Unit: %)
Natural resource or Low-cost labour | Market Access | High technology | Others Total
Raw materials (number of sample)
Asia 10.1 525 27.7 0.8 8.9 100 (651)
China 12.8 58.7 21.6 0.0 6.9 100 (305)
North America 6.5 8.7 58.7 94 16.7 100 (138)
Europe 32 4.8 73.0 7.9 11.1 100 (63)
Latin America 29.5 23.0 344 0.0 13.1 100 (61)
All regions 11.3 39.6 36.3 25 103 100 (938)
Note: The figures are the shares of the firms indicating the most important motive for investing abroad in total number of surveyed firms.
Source: Ha and Hong (1998).
<Table 2> KEXIM Survey on Motives for Korea’s ODI by Region (As of 1998)
(Unit: %)
Natural resource or Export . Total
Raw materials Low-cost labour Expe};sion High technology | Others (number of sample)
Asia 124 11.7 37.2 0.7 37.9 100 (145)
China 15 16.4 34.3 0.0 47.7 100 (67)
North America 29.8 1.8 421 0.0 26.4 100 (57)
Europe 20.0 1.7 51.7 0.0 26.7 100 (60)
Latin America 26.6 0.0 53.3 0.0 20.0 100 (15)
All regions 193 6.6 41.7 0.3 321 100 (290)

Note: The figures are the shares of the firms indicating the most important motive for investing abroad in total number of surveyed firms.

Data Source: KEXIM.
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percent of the respondents as the most important reason for investing in
China whereas low-cost labor was chosen by only 16.4 percent. This is
significantly less than the 58.7 percent of the respondents in the KIET
survey that reported low-cost labor as the most important motive for
investing in China. Given that the KEXIM survey covers only the
affiliates of large firms whereas the KIET survey covers the affiliates of
large firms as well as SMEs, we take the difference in the reported
percentage as an indication that the motives for investing in China
differ between large firms and SMEs. That is, for large firms the access
to markets in China is the most important reason for investing in China
whereas for SMEs China’s low-cost labor is the most important one.5

The two surveys also report the motives for ODI by industry, which
are summarized in Tables 3 and 4. It is clear that, as to be expected, low-
cost labor was the most important motive for Korea’s ODI in labor-
intensive industries.® According to the KIET survey (Table 3), for a
majority of firms in the textiles and apparel and the footwear and
leather industries, which are all labor-intensive, low-cost labor was the
most important motive for investing overseas (72.8 percent and 66.7
percent of the respondents, respectively). According to the KEXIM
survey (Table 4), which breaks down the responses by region/country
as well, 46.2 percent of the respondents in the textiles and apparel
industry and 100 percent of the respondents in the footwear and leather
industry that had invested in Asia regard low-cost labor as the most
important motive for ODI. The corresponding figures for China are 100
percent for the two groups of industries.

The textiles and apparel and the leather and footwear industries had
been two of Korea’s major export industries until it began losing its
comparative advantage in labor-intensive industries in the mid-1980s,
owing in part to rapid wage increases. Korean firms in those industries
had already established highly developed international marketing
networks and thus could continue to utilize them in marketing the
products of their affiliates in China and other low-cost labor countries.
In the case of those two industries it is reasonable to conclude that the
exports from the Korean affiliates in China were displacing the export
of the same goods from Korea. Whether it has led to bilateral trade in
intermediate goods and “reverse imports” will be addressed later in the

paper.

5 According to Tseng and Zebregs (2002), the market size is more important as a determinant
of European and U.S. FDI in Chinathan for FDI from Hong Kong and Taiwan. That is, the motive
for investing in China by European and U.S. investors is similar to that of large Korean investors
whereas the motive of Hong Kong and Taiwanese investors is similar to that of Korea's SME
investors. See also Graham and Wada (2001).

®This survey results are consistent with the result of an econometric study that shows that
investments from Hong Kong and Taiwan tend to use China to manufacture goods for export to
industrialized countries and also tend to be concentrated in labor-intensive industries that only
require low-skill [abor (Fung, lizeka, and Parker 2002).
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<Table 3> KIET Survey on Motives for Korea’s ODI in Manufacturing (As of 1996)

(Unit: %)
Na;(; 1:::2:;;2 o Lloa Vg:lft Market Access High technology Others (num b;(:faiamp le)
Manufacturing 10.8 55.5 22.8 15 9.4 100 (618)
Food and Beverage 26.8 31.7 36.6 0.0 49 100 (41)
Textiles and Apparel 8.6 728 113 0.0 7.3 100 (151)
Footwear and Leather 2.6 66.7 154 0.0 153 100 (39)
Wood 31.0 483 20.7 0.0 0.0 100 (29)
Paper and Printing 14.3 57.1 7.1 0.0 214 100 (14)
Petroleum and Chemical 14.7 35.3 38.2 44 74 100 (68)
Non-metallic metals 11.5 73.1 0.0 0.0 15.4 100 (26)
Basic metals 14.7 41.2 412 0.0 29 100 (34)
Fabricated metals 0.0 55.6 38.9 5.6 0.0 100 (18)
Machine and equipment 14.8 444 18.5 111 111 100 (27)
Electrical Machinery 0.0 69.0 27.6 0.0 34 100 (29)
Electronics and telecomm
) 54 495 21.5 22 21.4 100 (93)
equipment
Motors and Freight 6.9 413 4438 0.0 7.0 100 (29)

Note: The figures are the shares of the firms indicating the most important motive for investing abroad in total number of surveyed firms.
Source: Ha and Hong (1998), pp.124-125.
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<Table 4> KEXIM Survey on Motives for Korea’s ODI in Manufacturing by Industry and Region (As of 1998)

(Unit: %)
Natural resource or Low-cost Export High Others Total(number of

Raw materials labour Expansion | technology sample)

Manufacturing 89 [0.0] 189 [26.2] 467 [50.0] 0.0 [0.0] 15.6 [9.5] 100 (90) [42]

Food and Beverage 33.3[0.0] 0.0 [0.0] 16.7[0.0] 0.0 [0.0] 50.0 [100] 100 (6) [3]

Textiles and Apparel 154 [0.0] 46.2 [100] 154 [0.0] 0.0 [0.0] 154 [0.0] 100 (13) [2]

Asia Footwear and Leather 0.0[0.0] 100 [100] 0.0[0.0] 0.0 [0.0] 0.0 [0.0] 100 (3) [2]

[China] Petroleum and Chemicals 33.3[0.0] 11.1 [25.0] 222[50.0] 0.0 [0.0] 333 [25.0] 100 (9) [4]

Basic Metals 0.0[0.0] 0.0 [0.0] 75.0 [80.0] 0.0 [0.0] 0.0 [20.0] 100 (8) [5]

Machine and Equipment 0.0[0.0] 28.6 [33.3] 57.1[66.7] 0.0 [0.0] 14.3 [0.0] 100 (7) [6]

Electronics and Telecomm equipment 0.0[0.0] 125 [18.8] 68.8 [62.5] 0.0 [0.0] 6.3 [18.8] 100 (32) [16]

Motors and Freight 0.0[0.0] 16.7 [33.3] 16.7 [66.7] 0.0 [0.0] 333 [0.0] 100 (6) [3]
United Manufacturing 9.1 0.0 63.6 0.0 182 100 (11)
States Machine and Equipment 0.0 0.0 100 0.0 0.0 100 (2
Electronics and Telecomm equipment 0.0 0.0 80.0 0.0 20.0 100 (5
Manufacturing 154 338 50.0 0.0 192 100 (26)
Europe Electronics and Telecomm equipment 214 0.0 571 0.0 71 100 (14)
Motors and Freight 0.0 14.3 571 0.0 14.3 100 (7)
Latin Manufacturing 14.3 0.0 50.0 0.0 71 100 (14)
America Textiles and Apparel 0.0 0.0 100 0.0 0.0 100 (2
. Basic metals 0.0 0.0 0.0 0.0 0.0 100 (2)

and Africa

Electronics and Telecomm equipment 12.5 0.0 62.5 0.0 0.0 100 (8)
All region Manufacturing 10.6 12.8 489 0.0 15.6 100 (141)

Note: 1) The figures are the shares of the firms indicating the most important motive for investing abroad in total number of surveyed firms.
2) Thefiguresin[ ] arethe share of thefirmsindicating the most important motive for investing in Chinain total number of surveyed firms.
Data Source: KEXIM.



182 KDI /2003. 11

Tables 3 and 4 also show that low-cost labor in the host country was
an important factor in the decision to invest overseas for firms in
capital-intensive heavy industries such as machinery and equipment,
electronics and telecommunications equipment, and motors and freight.
This is particularly evident in the case of Korea’s ODI in China (Table 4).
This apparent contradiction with the theory of comparative advantage
(i.e., investment in capital-intensive industries in labor-abundant China)
can be easily explained, however, once we recognize the increasingly
widespread  practice of intra-firm inter-process production
arrangements or “international fragmentation” in production process
(Jones 2001).7

Production processes in heavy industries involve, relative to light
manufacturing industries, a large number of separable sub-processes
with different requirements for technology and factor intensity — some
sub-processes requiring high-tech materials and component parts and
others requiring an intensive use of low-cost labor. A firm in such an
industry can minimize the unit cost of producing the final output by
locating some processes in countries well endowed in physical and
human capital and others in countries where low-cost labor is in
abundant supply. For example, it may produce high-tech components
in the home country where there is a high technological capability
while the assembling of components is done in China where there is an
ample supply of low-cost labor. Indeed, many Korean firms in heavy
industries have made such production arrangements since the late 1980s
by establishing assembly plants in China. International fragmentation thus
makes it possible for a developing country to become a site for
producing some parts of a previously wholly integrated process and to
acquire new skills and knowledge by producing them.

The Korean affiliates in heavy industries in China may be serving as
an export platform for their parent companies. Even though in that case
the affiliates” exports from China are displacing exports from Korea, the
international fragmentation of production processes has a positive
effect on bilateral trade if parts and components are shipped from
parent to affiliate firms.

2. Trade Patterns of Korean Affiliates in China

As discussed in the preceding section, we are able to make some
informed guesses about the effect on bilateral trade of Korea’s ODI in

7 Jones (2001) defines international fragmentation in the production process as a phenomenon
that allows previoudly integrated production processes at one location to be separated into various
component parts, some of them being “outsourced” to other countries. He adds that international
fragmentation does not necessarily occur within a multinational corporation and can take place as
arm’s-length transactions whereby the market is utilized between firms.
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China from the knowledge of its motives. In this section we try to find
additional information on the ODI-trade nexus by looking into the
procurement and sales patterns of affiliates as reported in the KIET and
KEXIM surveys. This examination will provide us, however, only with
a first approximation of the ODI-trade nexus since it does not take into
account the indirect linkage effect of ODI that may take place in other
sectors in the economy.

2-a. Procurement and Import Patterns

Table 5 reports the sources of procurement made by Korean offshore
affiliates, as reported in the two surveys. According to the KIET survey
(the top panel of the table), 60.5 percent of the total procurement of
intermediate goods and materials by Korean affiliates in China came
from Korea, 31.3 percent from local suppliers, and 8.2 percent from
third countries. It is interesting to note that Korean affiliates outside of
Asia (including China) imported a larger share of their intermediate
goods and materials from Korea and procured less from local suppliers
(with the exception of the affiliates in North America) in comparison
with their counterparts in Asia.

According to the KEIXM survey (the bottom panel of Table 5), the
procurement pattern of large-firm affiliates differs from that of all
affiliates: The former imported 44.7 percent of intermediate goods and
materials from Korea (78 percent of this share came directly from their
parent companies or related affiliates). Local suppliers in China
accounted for 39.2 percent of total procurement while third countries
accounted for 16.1 percent. In other words, Korea's large-firm affiliates
in China imported less from Korea, procured more locally and from
third countries, implying that Korea’s SME-affiliates in China relied
more heavily than their large-firm counterparts on imports from Korea
and less from local and third-country sources. This difference may be
due to the networks of SMEs being more localized in Korea than those
of large firms, which we expect to be more global in reach. Another
reason might be that, relative to SMEs, large firms are concentrated in
capital-intensive industries, which are internationally more fragmented
in production processes than labor-intensive industries in which ODI
from SME:s is concentrated.

The results of the KEXIM survey are consistent with the information
obtained from the KIET survey. That is, Korean affiliates in China
imported a large share of their intermediate goods and materials from
Korea, albeit not as much as that by those outside of Asia (including
China). They generally procured more from local suppliers, creating
substantial backward linkages within China. These results lead the
conclusion that as far as procurement by affiliates is concerned Korea’s
ODI in China has had a positive effect on bilateral trade and has
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<Table 5> Sources of Procurement by Offshore Affiliates of Korean Firms by Region

(Unit: % of total procurement

KIET Survey (As of 1996)
Local Procurement fmport Total
Korea Third Countries
Asia 374 523 103 100
China 313 60.5 8.2 100
North America 34.6 64.8 0.5 100
Europe 19.6 80.1 0.3 100
Latin America 12.6 85.9 1.5 100
KEXIM Survey (As of 2000)
Local Procurement tmport Total
Korea Third Countries
Asia 454 (3.8) 33.4 (30.2) 21.3 (9.3) 100
China 39.2 (3.1) 447 (34.8) 16.1 (8.1) 100
North America 20.1 (8.4) 58.7 (56.9) 21.2(14.7) 100
Europe 23.0(7.9) 48.9 (45.4) 28.1(14.4) 100
Latin America 31.0 (14.8) 51.6 (46.4) 17.5 (8.6) 100

Note: Figures in parenthesis of KEXIM survey are the share of the related affiliates out of total procurement.
Source: Ha and Hong (1998), KEXIM.
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created extensive backward linkages, thus contributing to the economic
integration of the two countries.

Table 6 shows the procurement pattern of offshore affiliates by
manufacturing industry, as reported in the KIET survey. For
affiliates in food and beverages—natural-resource-based industries
in which the motive for ODI is to obtain natural resources in the host
country —the share of imports from Korea was, as to be expected,
small, 72 and 0.9 percent, respectively. Their share of local
procurement was quite large, 91.4 and 98.9 percent, respectively,
indicating a strong backward linkage effect of ODI.

In a number of labor-intensive industries and in some heavy
industries the share of imports from Korea was very large. In the
former group are the textile and the footwear and leather industries,
where the share of inputs imported from Korea was 74.8 percent
and 90.8 percent, respectively. In the latter group are the fabricated
metals, electrical machinery, motors and freight, and electronics and
telecommunication equipment industries, where the share was 96.0,
745, 689 and 64.7 percent, respectively. For affiliates in those
industries local procurement accounted for a small share of
intermediate goods and materials, indicating that they are basically
assemblers of imported parts utilizing low-cost labor in the host
country.

Table 7 reports the procurement pattern of Korea's large-firm
affiliates in China. In footwear and leather, basic metals, and
machinery and equipment at least one half of intermediate goods
and materials was imported from Korea. In food and beverage,
apparel, non-metallic minerals, and motors and freight a significant
portion of inputs was supplied locally, a sign of strong backward
linkages of ODI in China by large-firm affiliates. In textiles and basic
metals at least a third of inputs was imported from third countries.

For manufacturing as a whole the share of inputs imported from
Korea was 45.2 percent while the share of local procurement was
38.5 percent. These high figures suggest that ODI in China by
Korea’s large-firm affiliates has had a positive effect on economic
integration of the two countries.?

2-b. Sales and Export Patterns

Table 8 reports the sales and exports of Korean affiliates as reported
in the two surveys. Korean affiliates in China exported 69.9 percent
of their output to the rest of the world —27.9 percent to Korea and 42.0
percent to third countries (the top panel of the table). In comparison,

8 Doner (1997) argues that foreign affiliates in developing countries initialy tend to rely
heavily on their parent companies for intermediate goods but subsequently reduce their reliance
on them asthey develop supplier networks within the host country.
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<Table 6> KIET Survey on Sources of Procurement by Offshore Affiliates of Korean Firms

in Manufacturing by Industry (As of 1996)

(Unit: % of total procurement)

Local Procurement Ioport Total
Korea Third Countries
Manufacturing 473 46.0 6.7 100
Food and Beverage 914 72 1.3 100
Textiles 21.8 74.8 3.4 100
Apparel 49.1 49.1 1.8 100
Footwear and Leather 7.0 90.8 22 100
Wood 32.8 51.5 15.7 100
Paper and Printing 62.0 32.6 5.4 100
Petroleum and Chemicals 30.9 33.0 36.1 100
Non-metallic metals 48.8 39.5 11.6 100
Basic metals 98.9 0.9 0.2 100
Fabricated metals 0.9 96.0 3.1 100
Machinery and equipment 68.1 274 45 100
Electrical Machinery 25.0 74.5 0.4 100
Electronics and telecomm equipment 16.7 64.7 18.6 100
Motors and Freight 311 68.9 0.0 100

Source: Ha and Hong (1998), pp.66-67.
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<Table 7> KEXIM Survey on Sources of Procurement by Korea’s Large-Firm Affiliates in China
in Manufacturing by Industry (As of 2000)

(Unit: % of total procurement)

China
Local Procurement fmport
Korea Third Countries

Manufacturing 385 (3.1) 452 (35.1) 16.2 (8.1)

Food and Beverage 80.0 (0.0) 20.0 (0.0 0.0 (0.0

Textiles 29.5 (0.0) 32.2(322) 38.3 (22.0)

Apparel 72.1 (0.0) 24.8 (24.8) 3.1(0.0)

Footwear and Leather 29.9 (0.0) 685 (68.5) 1.5 (0.0)

Petroleum and Chemicals 44.2 (0.0) 279 (13.3) 27.8 (0.0)

Non-metallic Minerals 100.0 (0.0) 0.0 (0.0 0.0 (0.0)

Basic Metals 17.0 (0.3) 49.8 (21.5) 33.1 (26.4)

Machinery and Equipment 10.0 (0.0) 67.4 (67.4) 22.6 (0.0)

Eéect'rom‘cs and Telecommunication 418 (48) 451 (377) 131 (68)

quipment
Motors and Freight 55.6 (0.0) 444 (44.4) 0.0 (0.0

Note: 1) Figures in parenthesis are the share of related affiliates out of total procurement.
Data Source: KEXIM.
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<Table 8> Sales Destination of Offshore Affiliates of Korean Firms by Region

(Unit: % of total sales)

KIET Survey (As of 1996)
Local Sales Export Total
Korea Third Countries
Asia 64.5 14.2 213 100
China 30.2 27.9 42.0 100
North America 93.9 3.6 2.5 100
Europe 69.9 14 28.7 100
Latin America 58.0 10.9 311 100
KEXIM Survey (As of 2000)
Local Sales Export Total
Korea Third Countries
Asia 49.1 (2.5) 30.0 (25.5) 20.9 (94) 100
China 46.7 (7.1) 24.5 (23.8) 28.8 (13.9) 100
North America 83.5 (2.2) 55 (3.6) 11.0 (4.2) 100
Europe 50.1 (6.2) 72 (44) 42.7 (9.8) 100
Latin America 68.5(13.2) 20.1 (20.1) 114 (4.2) 100

Note: Figures in parenthesis of KEXIM survey are the share of the related affiliates out of total sales.
Source: Ha and Hong (1998), KEXIM.
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its large-firm affiliates exported 53.3 percent of their output to the rest
of the world —24.5 percent to Korea and 28.8 percent to third countries
(the bottom panel of the table), indicating that Korea’s SME affiliates in
China exported a much larger share of their output. The share of local
sales by the affiliates outside of China was much larger than that by the
affiliates operating in China, suggesting that the latter performed
largely as an export platform for Korean companies, especially for its
SMEs.

Table 9 shows that the Korean manufacturing affiliates as a whole
sold 66.1 percent of their output in the host countries and exported 9.4
percent to Korea and 24.5 percent to third countries. It also shows a
wide industry variation in the shares of local sales and exports. In food
and beverage, petroleum and chemicals, non-metallic minerals, basic
metals, fabricated metals, machinery and equipment, and motors and
freight more than a half of the affiliate output was sold locally. In
contrast, in textiles, apparel, footwear and leather, wood, paper and
printing, electrical machinery, and electronics and telecommunication
equipment more than a half of the output was exported. Reverse
imports —exports back to Korea—accounted for 9.4 percent of the entire
manufacturing sector output and was especially large in wood (41.9
percent) and electrical machinery (44.4 percent).

The large reverse imports in wood reflect a strategy of Korean firms
for developing and importing resource-based products, which are in
short supply in Korea. In contrast, the large share of reverse imports of
electrical machinery in total sales reflects Korea’s changing comparative
advantage and the displacement of home production with imports in
some of the consumer durable goods markets in Korea.

Table 10 reports the sales and exports of large-firm affiliates in China,
as reported in the KEXIM survey. For the entire manufacturing sector,
local sales in China accounted for 45.8 percent of total sales, reverse
imports 24.9 percent, and exports to third countries 29.3 percent.
Reverse imports were especially large in non-metallic minerals (89.1
percent) followed by apparel (41.1 percent), textiles (38.3 percent), and
electronics and telecommunication equipment (32.4 percent). As noted
earlier (see Table 7), offshore affiliates in most of those industries
procured much of their intermediate products from their parent
companies; i.e., apparel 24.8 percent, textiles 32.2 percent, electronics
and telecommunication equipment 45.1 percent. This pattern of
procurement, combined with heavy reliance on reverse imports,
suggests the importance of intra-firm trade for large-firm affiliates in
those industries.

For large-firm affiliates in China in the footwear and leather
industry, third-country markets accounted for 79.5 percent of their total
sales; for those in apparel 41.8 percent; and for those in electronics and
telecommunication equipment 34.7 percent.
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<Table 9> KIET Survey on Sales Destination of Offshore Affiliates of Korean Firms
in Manufacturing by Industry(As of 1996)
(Unit: % of total sales)

Local Sales Export Total
Korea Third Countries
Manufacturing 66.1 94 245 100
Food and Beverage 772 10.2 12.6 100
Textiles 31.7 21.0 47.3 100
Apparel 245 19.8 55.7 100
Footwear and Leather 26.7 21.6 51.7 100
Wood 41.8 419 16.3 100
Paper and Printing 29 234 73.7 100
Petroleum and Chemicals 64.3 13.5 2211 100
Non-metallic metals 67.3 20.5 12.2 100
Basic metals 95.4 2.3 23 100
Fabricated metals 56.8 3.8 39.5 100
Machinery and equipment 97.5 24 0.1 100
Electrical Machinery 194 444 36.1 100
Electronics and telecommunication equipment 274 7.6 65.1 100
Motors and Freight 86.7 0.9 123 100

Source: Ha and Hong (1998), pp.56-57.
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<Table 10> KEXIM Survey on Sales Destination of Korea’s Large-Firm Affiliates in Chinain
Manufacturing by Industry (As of 2000)

(Unit: % of total procurement)

China
Local Sales Export
Korea Third Countries
Manufacturing 45.8 (7.2) 249 (24.2) 29.3 (14.1)
Food and Beverage 76.2 (0.0) 0.0 (0.0) 23.8 (0.0)
Textiles 36.0 (6.1) 38.3 (38.3) 25.7 (0.0)
Apparel 17.0 (0.0) 411 (41.1) 41.8 (0.0)
Footwear and Leather 0.2 (0.0 20.3 (20.3) 79.5 (0.0)
Petroleum and Chemicals 75.1 (12.9) 114 (11.4) 13.6 (11.5)
Non-metallic Minerals 10.9 (0.0) 89.1 (89.1) 0.0 (0.0)
Basic Metals 97.8 (18.9) 0.0 (0.0) 2.2(0.2)
Machinery and Equipment 100.0 (12.2) 0.0 (0.0) 0.0 (0.0
Electronics and Telecommunication Equipment 33.0 (5.1) 324 (31.2) 34.7 (21.2)
Motors and Freight 79.6 (0.0) 20.4 (20.4) 0.0 (0.0)

Note: 1) Figures in parenthesis are the share of related affiliates of total sales.
Data Source: KEXIM.
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Reverse imports resulting from ODI clearly add to bilateral trade
between home and host countries and reflect a changing comparative
advantage between the two countries.

What motivated Korean firms to invest in China was the rapidly
increasing labor cost at home and an abundant supply of low-cost labor
in China. An increasing gap in the labor cost between the two countries
would have caused a contraction in labor-intensive industries in Korea
and an expansion in the same in China even without the transplantation of
those industries to China through ODI and would have led to Korea’s
importing labor-intensive products from China. What ODI has done is to
bring about a more rapid response of the international division of labor to
changing comparative advantage and a greater expansion of bilateral trade
between Korea and China than would have been otherwise (Ogawa
and Lee 1996).

IV. Sectoral and Geographical Distribution of
Korea’s ODI in China and Its Determinants

FDI in China is not evenly distributed throughout the country, being
highly concentrated in the coastal areas (Broadman and Sun 1997,
OECD 2000). Such geographical concentration implies that the effect of
FDI on economic growth and integration into the world economy is not
evenly distributed throughout China. If Korea’s ODI follows the same
pattern its effect on bilateral economic integration will be also unevenly
distributed, some areas in China being more integrated with Korea than
others. In this section we investigate the geographical distribution of
Korea’s ODI in China to find out the spatial distribution of its
integrative effect in China.

As is clear on Table 11, Korea’s ODI in China is, like FDI in China in
general, concentrated in the coastal areas, which received 88.9 percent
($2,896 million) of total FDI from Korea in 1993-97. The inland areas and
the autonomous regions received only 9.3 percent and 1.8 percent,
respectively, during the same period.

Among the coastal areas the Shandong province is the most favored
destination for Korean investment (28.5 percent of Korea’s ODI in
China), followed by the Liaoning province (11.6 percent), the Jiangsu
province (11.3 percent), the city of Shanghai (11.3 percent), the city of
Tianjin (10.7 percent) and the city of Beijing (7.6 percent). It is
noteworthy to point out that Korea’s ODI is concentrated, relative to
FDI from the world, in Shandong, Liaoning, Shanghai, Tianjin and
Beijing — areas that are along the Yellow Sea and nearest to Korea.

Another noteworthy point is that three provinces in China’s
northeastern region (Liaoning, Jilin and Heilongjiang) have received
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<Table 11> Geographical Distribution of FDI in China by Region (Cumulative, US$ Million)

From Korea (1993-1997)

From the World (1994-1997)

Total Large Firm SMEs
Coastal areas 2,896.3 (88.9%) 1,777.0 (90.7%) 1,119.3 (86.2%) 135,609.7 (85.4%)
Shandong 927.2 (28.5%) 4344 (22.2%) 492.8 (38.0%) 10,650.5 (6.7%)
Jiangsu 369.1 (11.3%) 293.7 (15.0%) 754 (5.8%) 19,599.2 (12.3%)
Liaoning 377.0 (11.6%) 188.1 (9.6%) 188.9 (14.6%) 6,968.9 (4.4%)
Tianjin 348.1 (10.7%) 209.1 (10.7%) 139.0 (10.7%) 7,200.0 (4.5%)
Shanghai 367.4 (11.3%) 304.7 (15.6%) 62.7 (4.8%) 13,532.0 (8.5%)
Beijing 248.7 (7.6%) 181.0 (9.2%) 67.7 (5.2%) 5,597.3 (3.5%)
Guangdong 106.0 (3.3%) 71.9 (3.7%) 34.1(2.6%) 44,112.6 (27.8%)
Hebei 519 (1.6%) 26.2 (1.3%) 25.8 (2.0%) 3,003.4 (1.9%)
Zhejiang 721 (2.2%) 55.8 (2.8%) 16.3 (1.3%) 5,432.3 (3.4%)
Fujian 19.7 (0.6%) 5.6 (0.3%) 14.1 (1.1%) 16,038.7 (10.1%)
Hainan 9.1 (0.3%) 6.5(0.3%) 2.6 (0.2%) 3,474.8 (2.2%)
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<Table 11> continued

T Fror;;;’:;airgg% 1997) SN From the World (1994-1997)

Inland areas 301.8 (9.3%) 1283 (6.5%) 1735 (13.4%) 19,6114 (12.4%)
Jilin 1258 (3.9%) 51.0 (2.6%) 74.8 (5.8%) 1,503.8 (0.9%)
Heilongjiang 108.6 (3.3%) 24.7 (1.3%) 83.9 (6.5%) 2,166.2 (1.4%)
FHunan 29.8 (0.9%) 286 (1.5%) 1.2 (0.1%) 2,501.2 (1.6%)
Hubei 14.0 (0.4%) 12.3 (0.6%) 1.7 (0.1%) 2,756.4 (1.7%)
Anhui 44 (01%) 2.0 (0.1%) 2.4 (0.2%) 1,793.6 (1.1%)
Henan 3.0 (0.1%) 0.0 (0.0%) 3.0 (0.2%) 2,080.9 (1.3%)
Shanxi 24 (0.1%) 0.3 (0.02%) 2.2 (0.2%) 502.5 (0.3%)
Sichuan 74 (0.2%) 6.4 (0.3%) 1.1 (0.1%) 2,570.7 (1.6%)
Shaanxi 39 (0.1%) 2.6 (0.1%) 1.3 (0.1%) 1,517.1 (1.0%)
Jiangxi 0.9 (0.03%) 0.0 (0.0%) 0.9 (0.1%) 1,332.9 (0.8%)
Guizhou 04 (0.01%) 0.4 (0.02%) 0.0 (0.0%) 201.8 (0.1%)
Yunnan 1.1 (0.03%) 0.0 (0.0%) 1.1 (0.1%) 393.7 (0.2%)
Gansu 0.0 (0.0%) 0.0 (0.0%) 0.0 (0.0%) 2831 (0.2%)
Qinghai 0.0 (0.0%) 0.0 (0.0%) 0.0 (0.0%) 7.5 (0.004%)
A“Igggus 59.3 (1.8%) 54.0 (2.8%) 5.3 (0.4%) 3,516.1 (2.2%)

Total 3,257.4 (100%) 1,959.3 (100%) 1,298.1 (100%) 158,737.2 (100%)

Data Source: KEXIM, www.koreaexim.go.kr/ oeis/index.hml, National Bureau of Statistics of China, www.stats.gov.cn
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significant amounts of FDI from Korea, particularly from its SMEs,
when the same provinces have received relatively negligible amounts
from other countries. We explain this difference as due to the fact that
those three provinces have the highest concentration of ethnic Koreans
in China:® The common language and some commonality in culture
would have the effect of reducing the transactions cost in investing
overseas, such cost reduction being more important for SMEs than
large-firm affiliates.

Table 12 reports the distribution of Korea’s ODI in China by
province and by sector. In 1993-97 Korea’s ODI in manufacturing in
China amounted to $2,649 million, about 81 percent of Korea's total
ODI in China. Within the manufacturing sector, electronics and
telecommunication equipment registered the largest share (18.8 percent),
followed by textiles and apparel (17.2 percent), machinery and
equipment (10.4 percent), and petroleum and chemicals (9.4 percent).
Investment by SMEs was concentrated in light industries such as textile
and apparel, footwear and leather, and wood and furniture, whereas
investment by large firms was concentrated in heavy and chemical
industries such as electronics and telecommunication equipment,
motors and freight, non-metallic minerals, and basic metals.

The city of Tianjin was the largest recipient of Korean investment in
electronics and telecommunication equipment whereas the provinces of
Shandong, Liaoning and Jiangsu were the largest recipients of investment
in textiles and apparel, machinery and equipment, and basic metal,
respectively.

In order to find out the factors that determine the geographical
distribution of Korea’s ODI in China we carry out a regression analysis
of the following location choice model of FDI that includes variables
representing the level of economic development and foreign investment
policies of different regions. The model is applied to two different sets
of FDI data, one for large-firms and the other for SMEs.

ODIi =31 +B2Y; + BsWi + B4E;i +Ps1Li + 6 DPi + 37 DK +g
where
ODI = log of Korea’s net cumulative direct investment in
a manufacturing industry in
region iin 1993-97,

Y; = log of nominal GDP of region i in 1995,

W;  =log of nominal annual average wage for staff and
workers in region i in 1995,

E; = ratio of the number of students enrolled in higher

education to population in region i in 1995,

9 According to the 1990 China Census Data, ethnic Koreans in China numbered 1.92 million
with 97 percent (1.86 million) residing in the three provinces in northeastern region (1.18 million in
Jilin, 0.45 million in Hellongjiang, and 0.23 million in Liaoning).
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<Table 12> Korea’s Net Outward Manufacturing Investment in China (Cumulative, 1993-97):
By Sector and Region

(Unit: US$ thousand, %)

()FB @TA @)FL @WF )PP ©PC ?)NM ©®BM ©FM | (10)ME (1)ET (12 MF @130t Total
Shandong 4329% 219325 80,888 9242 9568 48536 123016 8187 20511 58437 85,949 119975 66699 893,629 [337]
Jiangsu 11,798 65,824 6824 1,55 580 72128 8710 87,067 1,19 25816 70377 1,680 4949 358505 [135]
Liaoning 9281 3992 27692 14290 11,076 16089 28907 17818 9143 73,104 26,710 19478 11391 304,905[115]
Tianjin 4423 38997 9860 1,016 1214 33818 3210 6,102 14,154 11975 146,740 372 59462 334,693 [126]
Shanghai 8366 17846 1214 2151 21,678 1,608 6487 300 5,79 8171 2506 14610 8695 139427 [53]
Beijing 2,709 7259 2204 309 680 14116 18059 1,190 5013 18443 39092 4743 5273 139090 [53]
Guangdong 3500 3,094 1,760 3508 308 9298 150 12387 2,984 7,657 47541 8500 3986 104673 [40]
Hebei 17321 8389 1,204 1,108 86 1,119 2,014 2824 1,469 8440 100 141 2767 46982 [18)]
Zhejiang 3498 8675 825 797 1361 28120 730 521 84 591 20 150 2169 47,741 [18)
Fujian 0 1,256 0 0 0 3,780 280 2191 52 1,20 888 7,131 2811 19,609 [07]
Hainan 0 0 0 20 0 200 1,800 6456 0 0 0 0 0 8476 [03]
Jilin 11,906 34158 643 8320 2571 10663 4713 3302 289 4387 6,200 1,804 1912 93559 [35]
Heilongjiang 6257 4725 %1 309 1773 2880 1,167 2,031 898 54873 1,840 1,048 2073 79460 [30]
Hunan 0 100 0 0 0 0 0 0 0 0 28618 0 1,100 29818 [L1]
Hubei 391 5480 0 70 0 300 0 0 0 50 0 6,900 0 13,191 [05]
Anhui 1,000 0 0 0 0 1,254 0 0 0 0 2,000 2% 70 4349 [02]
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<Table 12> continued
(Unit: US$ thousand, %)

(1)FB @TA @)FL @WF PP ©PC 7)NM ©)BM ©)FM (10)ME ()ET | (12MF | (13)OT Total
Henan 96 0 0 0 0 902 64 0 0 526 80 0 50 2528 [01]
Shanxi 0 0 0 0 0 0 1,120 0 0 0 0 0 0 1,120[0.04]
Sichuan 0 781 0 0 0 0 0 0 0 0 156 0 0 937[0.04]
Shaanxi 315 0 0 0 0 12 0 0 0 0 200 0 211 738 [0.03]
Jiangxi 0 146 0 0 2 0 0 0 0 139 0 0 0 307 [0.01]
Guizhou 0 0 0 0 0 0 0 0 0 0 0 414 0 414[0.02)
Yunnan 0 0 0 0 0 0 0 0 0 0 0 0 0 0[00]
Gansu 0 0 0 0 0 0 0 0 0 0 0 0 0 0[00]
Qinghai 0 0 0 0 0 0 0 0 0 0 0 0 0 0[00]
Total 145636 | 456191 134,065 45477 50942 249,050 201,837 150376 64,189 276,076 499217 | 20596 | 16954 | 2648526[100]
55) (172) (1) (17) (19) 94) 76) 67) (24) (104) (188) 78) (64) (100)
Large 80282 185955 29,850 7973 289 131,212 149353 125341 14393 136074 376661 | 149078 57510 1466575
551> <408> <03> <175> <449> 527> <740> <834> <04> <493> <755> <24> 339> <554>
SMEs 65,354 270236 104215 37504 28,049 117838 52484 25,085 49,79 140,002 1225556 56,348 112,034 1,181,951
<449> <592> <777> <825> <551> <473> <260> <166> <776> <503> <245> <276> <66.1> <446>

Note: (1) Food and Beverage (FB), (2) Textiles and Apparel (TA), (3) Footwear and Leather (FL), (4) Wood and Furniture (WF), (5) Paper and Printing (PP), (6) Petroleum
and Chemicals (PC), (7) Non-Metallic Minerals (NM), (8) Basic Metals (BM), (9) Fabricated Metals (FM), (10) Machinery and Equipment (ME), (11) Electronics and
Telecommunication Equipment (ET), (12) Motors and Freight (MF), (13) Others (OT)

Data Source: KEXIM, www koreaexim.go.kr/oeis/index.hml
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i = total length of road in region i per square kilometer
of land in 1995,

DP; = dummy variable for Special Economic Zones and
Open Coastal Cities,

DK; = dummy variable for provinces where ethnic Koreans
constitute a major minority group,
E = stochastic disturbance term

Y, GDP, represents the market size of a region and is expected to
have a positive coefficient and the variable W, with a negative expected
coefficient, is to capture low-cost labor as a motive for Korea’s ODI in
China. The variable E is to capture the importance of the availability of
skilled labor as a motive for ODI and is expected to have a positive
coefficient. It is well recognized in the literature that the availability of
infrastructure is an important factor in the decision on where to locate
FDI and various indicators have been used as a measure of
infrastructure availability. In our regression we use the total length of
road within a region (I), normalized by its geographical size, as a
measure of infrastructure availability.

The regression model also includes a dummy variable for
preferential policies for FDI inflows. As is well known, China has a
number of open economic zones such as Special Economic Zones
(SEZs) and Open Coastal Cities (OCCs), which offer special tax
incentives and maintain a liberal trade and investment regime but are
separated from China’s internal markets. The policy dummy variable
(DP) is assigned value 1 for Guangdong, Fujian, Hainan, Liaoning,
Hebei, Tianjin, Shandong, Jiangsu, Zhejiang, areas designated as either
SEZ or OCC, and value 0 for other areas. The expected sign for DP is
positive. Another dummy variable (DK) is included in the model to find
out whether common culture/language mattered in locational
decisions of Korean investors. It is assigned value 1 for the three
provinces of Jilin, Heilongjiang, and Liaoning where ethnic Koreans
constitute a major minority group and value 0 for other provinces.

The dependent variable employed in the model is the net
cumulative manufacturing investment for 1993-97. For estimation we
apply the canonical censored regression model, given that the
dependent variable is left censored at zero. All the data for the
independent variables are for 1995, a midpoint in the 1993-97 period.10

We have shown in the preceding sections that there is a significant
difference in the motives for ODI as well as in the sales and
procurement patterns between large firms and SMEs. Those differences
imply that the large-firm affiliates would be much more sensitive to the

0 Data for the variables used in the regression analysis are from the following sources: ODI
from KEXIM (www.koreaexim.go.kr/oeis/index.hml), variables Y, W, E, and | from National
Bureau of Statistics of China (NBS) (www.stats.gov.cn).
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size of local market and less sensitive to labor cost and would produce
more of their output for local markets than SMEs. They also imply a
larger regression coefficient of the local market size (Y) for large-firm
affiliates than for SMEs and a smaller absolute value of the negative
coefficient of labor cost (W) for large-firm affiliates than for SMEs.

Two sets of regression results are reported on Table 13. The first set
(Model I), which includes all the independent variables discussed above,
shows that in the case of SMEs all the explanatory variables are
statistically significant and have the correct signs whereas in the case of
the large-firm affiliates only the market size (Y) and the policy dummy
variable (DP) are significant and have the correct signs. Model I,
however, suffers from multi-collinearity as the infrastructure variable
(I) is highly correlated with wage (W) and education (E).!

The second set of regression results (Model II), which excludes
infrastructure as an independent variable, shows that the estimate of
the market size (Y) is positive and statistically significant for both large-
firm affiliates and SMEs and is larger for the former than the latter, a
result consistent with the survey results discussed in a preceding section.

The estimate of the wage-rate coefficient is negative for both large
firms and SMEs, as expected, but is statistically significant only in the
case of SMEs. This result is consistent with the survey result that low-
cost labor is the most important motive for SMEs but not for large-firm
affiliates. There is also a notable difference between large-firm affiliates
and SMEs with respect to the effect of labor quality (E) on Korea’s ODI
in China. The coefficient of this variable is much larger for large-firm
affiliates than for SMEs.

These results are consistent with the observation made earlier that
investments in China by SMEs are concentrated in low-skilled labor-
intensive industries such as textiles and apparel, footwear and leather,
and wood and furniture whereas investments by large firms are
concentrated in capital- and technology-intensive industries such as
electronics and telecommunication equipment, and motors and freight
that require more skilled labor. For the first group of investments, low-
cost labor is a more important factor in determining where to locate
than the quality of labor and conversely for the second.

The dummy variable for preferential policies has a positive and
statistically significant coefficient for both large-firm affiliates and

n <Correlation Matrix for the Explanatory Variables>
Y W E | DP DK
Y 1.00
W 0.14 1.00
E 0.04 0.63 1.00
[ 0.34 0.73 0.70 1.00
DP 0.35 0.33 -0.08 0.35 1.00
DK 0.05 -0.30 0.06 -0.23 -0.02 1.00
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<Table 13> Locational Determinants of Korean Firms’ Manufacturing Investment in China (1993-97)

Model | Model Il
Large firms SMEs Large firms SMEs
1.94* 1.88 *** 213 ** 2.08 ***
GDP (19) 45) 2.0) (38)
Wace -4.83 -7.03 *** 212 -5.01 *
5 (-0.8) (-2.73) (-0.4) (-1.9)
. 645 4.02** 9.4 *** 6.89 ***
Labour Quality (1.6) (2.0) 2.9) 4.1
11.62 11.02 **
Infrastructure (11) (25) - -
Dummy: 5.70 *** 3.15 *** 6.6 *** 3.87 ***
Government policy (3.0) (3.6) (3.6) (4.2)
Dummy: Korean 3.92 3.96 *=** 3.02 2.67 **
People (1.5) (3.3) (1.2) (22
Constant 30.20 52.76 ** 8.1 36.5*
(0.6) (2.5) (0.2) (1.7)
Adjusted R2 0.55 0.77 0.56 0.73

Note: 1) t-values are in parenthesis. ***, ** and * indicate that the coefficient is significantly different from zero at 1, 5 and 10 percent levels
respectively.
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SMEs with the effect being stronger on investments from large-firms
than those from SMEs. Finally, the estimate of the coefficient of the
dummy variable for common culture/language is positive and
statistically significant for SMEs but not significant for large-firm
affiliates, as expected.

V. Concluding Remarks

No single motive drives a country’s ODI and Korea’s case is no
exception: Some firms have invested in China to take advantage of its
cheap labor and others have invested in China for market access or to
secure its natural resources. In spite of such diverse motives the data
presented in this paper suggest that Korea’s ODI in China as a whole
has had a positive effect on the two countries’ bilateral trade. We also
have found out that Korea’s ODI in China is not evenly distributed
throughout China, being limited mostly to the coastal areas and the
areas with a high concentration of ethnic Koreans.

If by economic integration we mean that capital, labor, and goods
and services can move between countries more freely than otherwise,
Korea’s ODI in China certainly has had and will continue to have a
positive effect on the economic integration of the two countries. It will
further the integrative process by promoting information and personnel
exchange between the two countries and by inducing them to abide by
contracts and accept property rights and the rule of law and to realize
the importance of cross-border harmonization of rules and regulations
on trade and investment. These are the effects of ODI that are rarely
quantified and seldom discussed in the literature but perhaps are more
important for regional integration in the long run.

Recently, at a meeting in Beijing a group of Korean business leaders
proposed that China, Japan and Korea establish a joint policy
coordination body with the aim of creating a Northeast Asian free trade
area (Digital Korea Herald, Friday June 7, 2002).12 Creating such an area
would be a difficult task in the short run because there are a number of
economic, historical and political factors unique to the region that many
argue hinder its immediate establishment (Lee, forthcoming; Schott and
Goodrich 2001, Seliger 2002). Those factors should not be, however, a
barrier to the establishment of a joint policy coordination body, which

2 A similar proposal for establishing a regional economic cooperation body, the Council for
Northeast Asian Economic Cooperation, was made by Lee (2001) in August 2001. Hisrationale for
the proposal is that athough establishing a free trade area of China, Japan, and Korea in the near
future is unlikely a cooperation body can perform some useful functions such as strengthening the
voice of the three countries in the international arena and pave the way to future formal economic
integration in the region.
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can carry out the task of promoting trade and investment among them
and contributing to the creation of a strong regional identity. That way
it will pave the way toward building formal regional machinery in
Northeast Asia.
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<Appendix> Summary Statistics for Explanatory Variables (1995)

GDP (billion yuan) | Average Wage (yuan) Education (%) Infrastructure SEZs/OCCs

Beijing 139 8,144 1.46 0.69 -
Tianjin 92 6,501 0.72 0.38 ocCc
Hebei 285 4,839 0.20 0.27 ocCcC
Shanxi 109 4,721 0.22 0.22 -
Liaoning 279 4,911 0.44 0.30 ocCcC
Jilin 113 4,430 0.39 0.17 -
Heilongjiang 201 4,145 0.31 0.11 -
Shanghai 246 9,279 1.02 0.60 -
Jiangsu 516 5,943 0.30 0.25 ocCc
Zhejiang 352 6,619 0.21 0.33 ocCcC
Anhui 200 4,609 0.14 0.25 -
Fujian 216 5,857 0.22 0.38 SEZ, OCC
Jiangxi 121 4,211 0.20 0.21 -
Shandong 500 5,145 0.18 0.35 ocCc
Henan 300 4,344 0.13 0.30 -
Hubei 239 4,685 0.32 0.26 -
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<Appendix> continued

GDP (billion yuan) Average Wage (yuan) Education (%) Infrastructure SEZs/OCCs

Hunan 220 4,797 0.20 0.28 -
Guangdong 538 8,250 0.22 0.48 SEZ, OCC
Hainan 36 5,340 0.17 044 SEZ
Sichuan 353 4,645 0.18 0.18 -
Guizhou 63 4,475 0.10 0.18 -
Yunnan 121 5,149 0.13 0.17 -
Shaanxi 100 4,396 0.37 0.19 -
Gansu 55 5,493 0.19 0.08 -
Qinghai 17 5,753 0.15 0.02 -
Average 217 5,467 0.33 0.28 NA

Note: 1) Education: ratio of the number of students enrolled in higher education to population in 1995.
2) Infrastructure: total length of road in 1995 per square kilometer of land.

Data source: National Bureau of Statistics of China, www.stats.gov.cn
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